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MR. QUINTANA: W e ' l l c a l l n e x t 

Case 8717 . 

?̂ R, TAYLORs The application of 

Corinne Grace for hardship gas well c l a s s i f i c a t i o n , Eddy 

County, New Mexico. 

MR. PADILLA: Mr. Examiner, 

Ernest L. Padil l a , Santa Fe, New Mexico, f o r the applicant. 

I have two witnesses who need 

to be sworn. 

MR. 00INTANA: Are there other 

appearances i n Case 8717? 

I f not, would you please remain 

standing to be sworn i n at t h i s time. 

(Witnesses sworn.) 

MR. PADILLA: Mr. M i l l e r , would 

you take the stand? 

BILLY MILLER, 

being called as a witness and being duly 

oath, t e s t i f i e d as follows, t o - w i t : 

sworn upon his 
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DIRECT EXAMINATION 

BY MR. PADILLA: 

Q Mr. M i l l e r , f o r tae record would you 

please s t a t e your name and where you reside? 

A B i l l y M i l l e r , Carlsbad, New Mexico. 

Q What i s your connection w i t h tne a p p l i -

cant i n t h i s case? 

A Production superintendent, 

Q Are you f a m i l i a r w i t h the C i t y of 

Carlsbad Well No. 1 located m Unit O of Section 25, Town­

ship 25 South, Range 26 East? 

A Yes, s i r . 

Q Mr. Mil l e r , , have you prepared c e r t a i n ex-

n i b i t s f o r i n t r o d u c t i o n a t t h i s hearing? 

A Yes, s i r . 

Q And what do those c o n s i s t of? 

A H i s t o r i c a l w e l l data. 

Q Let me hand you what we nave marked as 

E x h i b i t Number One and have you t e l l us what tha t i s . 

A That i s tne h i s t o r y of the w e l l . 

MR. QUINTANA; Excuse me, Mr, 

P a d i l l a , i f I may ask a question. 

Has the witness t e s t i f i e d i n 

t h i s hearing before and had h i s q u a l i f i c a t i o n s accepted by 

the D i v i s i o n ? 
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MR. PADILLAs I d o n ' t propose 

to o f f e r him as an exper t w i t n e s s , Mr., Qulntana, but I can. 

I can ask him what h i s q u a l i f i c a t i o n s a re . 

MR. TAYLOF:: *mat's ne goinu to 

t e s t i f y to? 

MR, PADILLA: H i s t o r y of tne 

w e l l ; what's been done to the w e l l . 

MR. QUINTANAs H i s t o r i c a l data. 

Fine. You may proceed. 

Q Re f e r r i n g t o E x h i b i t Number One, can you 

t e l l us what t h a t i s and what i t contains? 

A Yes, s i r , i t ' s p r e t t y s e l f - e x p l a n a t o r y 

t h e r e . I t ' s from the time I pe r f o r a t e d the w e l l to the — 

through the month of September. I t ' s the flow data, w e l l ­

head pressure, f l o w i n g t u b i n g pressure, the volume of pro­

ducti o n by the month. 

Q S t a r t i n g a t the top of the page, f i r s t 

page, would you b a s i c a l l y go through t h a t and e x p l a i n i n 

p a r t i c u l a r the f l o w i n g pressure, what tha pressures were at 

t h a t time? 

A At -- we pe r f o r a t e d the w s l l January 

26th; had a f l o w i n g t u b i n g pressure of 3900 p s i a , and WP 

continued t o flo w i t , f low t o the p i p e l i n e at 3900 psia 

through February the i 1 t h when we got our f i r s t p i p e l i n e 

s h u t - i n demand. 
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Q what pipeline is — 

A TransWestern Pipeline. 

0 when was the well shut in? 

A February 11th, 10:00 a.m., flowing tubing 

pressure 3900 psia. 

Q Does t h i s e x h i b i t contain ths e f f e c t i v e 

flowing tubing pressure as a r e s u l t of the shut-ins? 

A Yes, i t does. I t -~ as time goes by i t ' s 

indicative of production reports, the way they are. Cur­

tailment continues to decrease the — the flowing tubing 

pressure and increase the amount of f l u i d the well makes. 

Q what e f f o r t s have been made to c u r t a i l 

the production on t h i s well and at the sarrs t i ^ e continue or 

meet the pipeline requirements? 

A Well, we run a minimum flow test three 

times. 

Q when did you make those tests? 

A A p r i l we had a minimum flow t e s t : July: 

September. 

Q Dees t h i s Exhibit Number One indicate 

what the results were? 

A Yes, i t does. 

Q Where? 

A In A p r i l we ran a minimum flow test and 

at the s t a r t of the -rior-th v/e had a flowing tubing pressure 
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of 3250 p s i a . End of the month i t was 2950, And we 

average production, 505 Mcfd, and we l o s t we l o s t 100 

pounds of f l o w i n g tubing pressure i n an attempt t o get a 

minimum f l o w r a t e on the w e l l . 

Q Okay. 

A In tne month of J u l y we ran another m i n i ­

mum flow t e s t and we s t a r t e d out i n the rsonthj of May snd 

June and flowed the w e l l a t a sustained r a t e without — a 

st a b l e r a t e w i t h o u t any s h u t - i n , and i n the mor-.ih of July we 

had 3550 p s i a , and we s t a r t e d c u t t i n g the w e l l back «.nd we 

got down to 410 Mcfd and the f l o w i n g t u b i n g pressure wis 

3450 p s i , and we saw t h a t we wasn't doing any good there, so 

we opened the w e l l up. I t made 54 b a r r e l s ef w.ster ond 

fl o w i n g t u b i n g pressure Increased t o 2800 pounds, and then 

we got another demand to snut i n . 

And then a t September, when these nomina­

t i o n s came out f o r the amount of gas we could produce — 

Q what nominations? When you're t a l k i n g 

about nominations, i s t h a t what Transwestern t o l d you ynu 

could produce? 

A Yes, t h a t ' s r i g h t . 

Q Okay, go on. 

A They gave us a request on t h i s w e l l and 

i n c o n j u n c t i o n w i t h TransWestern we changed the o r i f i c e 

p l a t e on t h i s w e l l i n an attempt t o flow the t h i n g at a sus-
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ta i n e d minimum flow r a t e . 

we hdd been using — had a l-J/Stns 

p l a t e . We changed i t t o a 5/8ths p l a t e and r-in a minimum 

flow t e s t a t 150 and 250 Mcfd and the w e l l died a t both of 

those, and on. the 10th, t h a t was f o r four days, on the 10th 

of the month, of September, they agreed to change the p l a t e 

back to a l-3/3ths p l a t e and we changed the pl a t e back and 

opened the w e l l up and we d i d n ' t have t o use a r t i f i c i a l 

means to k i c k i t o f f ; i t d i d cone on by i t s e l f . 

And i t seems t o flow at a p r e t t y sus­

tain e d r a t e of about 750 Mcfd w i t h o u t any problem. 

Q Let me show you what we have marked as 

Applicant's E x h i b i t Number Two and t e l l us what t h a t i s . 

A That i s Transwestern Pipel i n e ' s October 

request f o r production from t h i s w e l l a t 47 Mcfd, a t o t a l of 

1463 Mcf f o r the month. 

C 4 7 Mcf per day? 

A 4? per day, 

C W i l l the w e l l produce or t r y to produce 

47 Mcf per day? 

A Oh, i t would not a t a sustain*.-* r a t e , no. 

I t w i l l not. 

Q Well, a t 250 Mcf a day i t watered out. 

A That's r i g h t . That's r i g h t . The w e l l 

died a t 250 Mcfd. 
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Q Did you t r y t o go higher than 250 Mcf 

t r y i n g to get a miniir.ur flow rate? 

A We've been a l l the way from 150 Mcfd a l l 

the way up t o a m i l l i o n and a h a l f . 

One month there we had i t down to 410, m 

July had i t a t 410, and we've gone from 150 a l l the way to 

920 Mcf a day. 

Q A l l r i g h t . Do you have ar.ything f u r t h e r 

t o add t o your testimony,, Mr. M i l l e r ? 

A No, s i r . 

MR. PADILLA: Pass t h * witness, 

Mr. Examiner. 

CROSS EXAMINATION 

BY MR. QUINTANA: 

Q On the f i r s t page of t h i s e x h i b i t , the 

bottom paragraph, i t says 15,138 Mmcf, i s t h a t 13,000 oc i s 

t h a t 15.138? 

A That's 15 cubic f e e t f o r the month. 

MR. QOINTAKAi I nave no 

questions of the witness. 

MR. PADILLA: Mr. McCoy,, 

WILLIAM G. MCCOY, 

being c a l l e d as a witness and being duly sworn upon h.ui 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 
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DIRECT EXAMINATION 

BY MR. PADILLA: 

Q Mr. McCoy, would you please s t s t e your 

name and where; you reside? 

A W i l l i a m G. McCoy, Santa Fe, Mew Mexico., 

Q what i s your connection w i t h the a p p l i ­

cant i n t h i s case? 

A I an a c o n s u l t i n g engineer ana g e o l o g i s t , 

r e t a i n e d by Mrs. Grace t o present c e r t a i n data or t h i s cane. 

Q Have you pr e v i o u s l y t e s t i f i e d before the 

O i l Conservation D i v i s i o n and had your c r e d e n t i a l s accepted 

as a matter of record? 

A I have. 

Q Are you — have you f a m i l i a r i z e d y o u r s e l f 

w i t h and made a study of the C i t y of Carlsbad Grace No. I 

Well? 

A I have. 

C Have you prepared c e r t a i n e x h i b i t s for 

i n t r o d u c t i o n here today? 

A I have. 

Q Let n-.e hand you what we have marked as 

e x h i b i t Number One ar.d have you t e l l the Examiner what t n a t 

i s and what i t . c o ntains. 

A E x h i b i t Number Three i s a land p l a t show-
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ing the location of the Corinne Grace No. 1 City of 

Carlsbad, the proration unit for the well outlined i n red.-. 

The o f f s e t t i n g proration units are outlined i n blue. The 

wells with the red symbol are Morrow producers. ""he two 

green symbols are Strawn producers, formerly Morrow, now 

producing from the Strawn. 

Q Let me hand you what we nave markeo as 

Exhibit Number Four and t e l l us what that i s . 

A Exhibit Number Four i s a well here schema­

t i c showing the condition of the .Hole, At the- bottom in n?d 

are the current perforations being produced. Th*.- o r i g i n a l 

perforations are now sealed o f f with a bridge plug at 11,50? 

feet. 

Q Okay„ let ** go on to Exhibit Number f i ^ e 

and t e l l us what that i s . 

A Exhibit Number Five i s a copy of the 

acoustic log on the well showing the, f i r s t of a l l , d i v i ­

sions i n the Morrow that are present, i n the w e l l . The cur­

rent perforations outlined i n red are i n the basal Upper 

Morrow and i n the A Sand. 

The former perforations whicn are now 

abandoned are i n the ft Sand, which in the principal produc­

ing zone wi t h i n the Carlsbad Morrow Field. 

Tne significance of that is we're i n a 

salvage proposition. The A Sand and stringers i n tne Unp-jr 
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Morrow are t o be considered salvage zones w i t h i n the Morrow 

i n the Carlsbad F i e l d . They're not known as p r o l i f i c pro­

ducers. We f i n d t h a t they tend t o be t i g h t and high water 

s a t u r a t i o n s . 

Q Okay. Let's go on t o E x h i b i t Number Six 

and t e l l us what t h a t i s . 

A E x h i b i t Number Six i s an estimate of the 

reserve p o t e n t i a l o r i g i n a l gas i n place. The f a c t o r s were 

determined, the p o r o s i t y and water s a t u r a t i o n , e f f e c t i v e pay 

were determined from logs and the i n i t i a l bottom hole pres­

sure was estimated from the 3900 pound bottom hole s h u t - i n 

tubing pressure r e f l e c t e d on E x h i b i t One, I b e l i e v e . 

The balance of the c a l c u l a t i o n s are stan­

dard c a l c u l a t i o n s , I have c a l c u l a t e d the reserves i n Zone 1 

and Zone 2, the two p e r f o r a t e d zones shown i n E x h i b i t Five. 

I t i s my opinion t h a t the estimated o r i ­

g i n a l gas i n place i s 2,295 MMCF. 

MR. TAYLOR: Excuse me, maybe 

you can e x p l a i n f o r me, I'm confused between on E x h i b i t One, 

A E x h i b i t One, 

Q — i n the March t h i n g i t says there were 

16.224 MMCF. In A p r i l there was 15,138 MMCF. Are those 

consi s t e n t ? 

A Let's see, where*s my — t n i s ia — l e t 
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me see the next e x h i b i t , 

I n my E x h i b i t Seven, which w i l l be the 

next one, I have d u p l i c a t e d Mr. M i l l e r ' s production f i g u r e s , 

days production MCP'. That might c l a r i f y . 

MR. TAYLOR? Okay, so t n a t 

should — i n March on his E x h i b i t One, t h a t should not be 

16.224 — 

A Yes. 

MR. TAYLOR: — but i t should 

be 16,000 — 

A Yes, 16,224, and t h a t probably i s a bet­

t e r summary r i g h t here, i t would probably get you to the 

f i g u r e s . 

MR. QUINTANA: That also should 

be 15,138 MCF instead of MMCF. 

A Uh-huh. 

MR. TAYLOR: Should a l l of 

these j u s t be MCF instead of MMCF throughout t h i s E x h i b i t 

One ? 

MR. PADILLA: Right, they 

should. 

MR, TAYLOR: I wondered. 

MR. PADILLA: I got confused 

j u s t now. 

Q So I t n i n k probably E x h i b i t Seven would 
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be a b e t t e r r e f l e c t i o n of those f i g u r e s . 

Q Okay, go ahead now and e x p l a i n E x h i b i t 

Number Seven, since you have t h a t . 

A E x h i b i t Seven i s a b r i e f c o m p ilation of 

i i g u r e s t h a t Mr. M i l l e r presented. I have put down the 

month, the production f o r the month, the days of ac t u a l pro­

d u c t i o n f o r the month, the c a l c u l a t e d MCF per day r a t e , and 

the average f l o w i n g t u b i n g pressure and the water produc­

t i o n . 

I t h i n k one, j u s t looking at the f i g u r e s 

here, we can s t a r t out and show we s t a r t e d out e s s e n t i a l l y 

w i t h a 3900 p s i f l o w i n g t u b i n g pressure and we s t a r t and go 

down the l i s t and we see t h a t we drop t o 3700 on, say, Feb­

ruary; 3250 i n March? 2950 i n A p r i l . 

Then we go on f u l l month's production of 

31 days i n May and 30 days i n June and see the pressure 

comes back up to 3500. 

Then i n J u l y we s t a r t under c u r t a i l m e n t . 

The pressure drops Pack down t o 2800. August c u r t a i l m e n t we 

drop down t o 2600. i b e i i a v e i n tne month of September the 

pressure went back up to 30s0 a f t e r we e l i m i n a t e d a shut­

down. 

Second, c r y i n g t o p r o j e c t the worst pos­

s i b l e scenario, you see t h a t from i n i t i a l completion to Sep­

tember's l a s t reported 3050 p s i tu b i n g pressure, we've l o s t 
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aoout 850 p s i i n our t u b i n g pressure. 

Our average d a i l y r a t e was 3736 MCF par 

day. Pressure loss per day, t a k i n g a pressure loss f o r the 

February through September and d i v i d i n g i t by tne producing 

days of 188, we have 2800 p s i , I mean a 4.52 p s i loss per 

day. 

The abandonment pressure I past have as­

sumed from l i n e pressure of 250 p s i , which means we have at 

the c u r r e n t r a t e 2800 p s i remaining pressure. 

D i v i d i n g the pressure loss per cay i n t o 

t h a t we come up w i t h 619 days t o abandonment, or 1.7 years. 

C a l c u l a t i n g the 619 days times 736 MCF per day, we have 

455,584 MCF t o be produced. 

Adding t h a t t o the cumulative, we have 

593,890 MCF possible recovery to abandonment, 

I f we take the previous estimated o r i g i ­

nal gas i n place, we could p r o j e c t a p o t e n t i a l loss of 1,701 

MMCF. 

MR. QUINTANA; Let me stop f o r 

a quick question. 

A Okay. 

MR. QUINTANA: Are you assum­

ing a s t r a i g h t l i n e pressure? 

A Yes. I t h i n k the l a s t exam, I j u s t 

g r a p h i c a l l y put i t down, i s saying t h a t we should have i n a 
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normal gas w e l l a P/z p l o t , a s t r a i g h t , l i n e d e c l i n e . This 

i s a l o t c f assumption because we a c t u a l l y don't have bottom 

hole pressure data. We have only seven months production, 

we r e a l l y , we have t o j u s t make a l o t of assumptions but 

these are p o t e n t a i l s . 

MB. QUINTANA: Thank you, I 

wanted t o c l a r i f y t h a t . 

Q Let me hand you your E x n i b i t Number Eight 

and t e l l the Examiner what t n a t i s . 

A E x n i b i t Number Eignt i s j u s t a graphical 

p r e s e n t a t i o n of the previous data, s t a r t i n g a t our i n i t i a l 

bottom hole pressure we c a l c u l a t e d a t 4896 p s i , t a k i n g our 

u l t i m a t e gas recovery, and drawing a s t r a i g h t l i n e and say­

ing i d e a l l y , i f we could do t h a t , t h a t ' s tne l i n e we should 

f o l l o w . 

Taking the present loss we have, or i n d i ­

c a t i v e loss from the s h u t - i n , and the u l t i m a t e recovery of 

593 MMCF, shows the second l i n e t h e r e , and so the d i f f e r e n ­

t i a l between the two l i n e s are the p o t e n t i a l loss* 

Q Mr. McCoy , what 1 s the bottctr. l i n e on t h i s 

— i r . t h i s t h i n g i f the w e l l i s not allowed to produce at or 

about 731 MCF a day? 

A Well, number one, I t n i n k «?e can f a i r l y 

w e l l e s t a b l i s h t h a t we w i l l have a lo s s . The degree of loss 

I cannot s t a t e w i t h any c e r t a i n t y , but the w«il being i o -
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cated on tha west f l a n k of the f i e l d , the main zone being 

abandoned, being i n the secondary zone without the re^ervor 

q u a l i t i e s of the main Morrow pay, any c u r t a i l m e n t w i l l tend 

to increase water production. 

The second zone on the analysis shows 45 

percent water s a t u r a t i o n . We would tend to produce more 

water over a period of time. Curtailment, s h u t t i n g i n the 

w e l l , w i l l cause the water t o go back i n t o the formation, 

s e t t l e i n i t , and i t ' s p r e t t y w e l l known t h a t water damages 

the Morrow formation«, 

Q I n what way? 

A In, the s w e l l i n g of the claysr I t ' s c r i t ­

i c a l i n the Morrow formation t h a t the clays be t r e a t e d pro­

p e r l y and t h a t water not be placed i n t o the formation i n 

t r e a t i n g or i n subsequent production t o remove t h a t water as 

soon as p o s s i b l e , 

Q Could we go so f a r as t o say t h a t waste 

would occur i f t h i s w e l l i s not allowed t o produce at a 

w e l l , 731 MCF? 

A I would say t h a t curtailment,- s h u t - i n , 

would cause damage and create waste. 

Q Do you have anything f u r t h e r t o add t o 

your testimony? 

A I do not. 

MR. PADILLA: Mr. Examiner, we 
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jj-ass the witness and move the i n t r o d u c t i o n of E x h i b i t s One 

through Eight. 

HR. QUINTANA; Ex h i b i t s Cue 

through Eight w i l l be accepted as evidence. 

CROSS EXAMINATION 

BY MR. QUINTANA: 

Q Mr. McCoy, i s i t your testimony t h a t you 

are recommending the minimum flow r a t e of 731 MCF? 

A We, w i t h Mr. M i l l e r we have concluded 7 50 

i n round f i g u r e s would be the best minimal flow r a t e . 

Q That i s based on the minimum flow r a t e 

t e s t t h a t was run on the w e l l — 

A Yes, i t was. 

Q — from A p r i l 1st through A p r i l 30th, 

1985. 

A Yes, s i r . 

Q Mr. McCoy, are you aware of any opera­

t i o n s t h a t Corinne Grace had done to t r y to increase the 

production of the w e l l through changing of equipment, f o r 

example, and changing out the tubing t o a larger size of 

tub i n g , or whatever other means t h a t ;>nay be necessary t o i n ­

crease production and tak i n g water ~- I mean, not increse 

the s i z e of tub i n g •-- decrease the size of tubing or what­

ever means would be necessary t o take t h a t water out of the 
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w e l l ? 

A w e l l , t h a t has been looked a t . In f a c t , 

I have made some minimum flow caleu l a t i o n s , but when you 

s t a r t changing the size of the t u b i n g , f o r instance, i f you 

use Turner's equation on 2~3/8ths tubing a t the present 

time, we're looking a t 1.755 MCF — w e l l , 1,000,755 MCF per 

day minimum flow r a t e t.o remove water. 

We can reduce t h a t t o 485,000 by going t o 

one inch t u b i n g but i t i s my o p i n i o n I would not want to run 

one inch tubing down to 11,300 f e e t . 

I nave these c a l c u l a t i o n s i f you'd l i k e a 

copy. 

Q yes, I'd like you to enter those as an 

e x h i b i t . 

HR. PADiLLAi We'll mark i t as 

Exnibiu Number Nine. 

A Secondly, I had looked a t the p o t e n t i a l 

of p o s s i b l y p u t t i n g a pumping u n i t on i t , but there again, 

i t we do do t h a t , we're t a l k i n g about the rough f i g u r e of 

^75-to-$90,000 a d d i t i o n a l cost t o the w e l l . With t h i s tyoe 

r e s e r v o i r , the c h a r a c t e r i s t i c s ws see i n t h i s r e s e r v o i r , 

being a salvage type o p e r a t i o n , I don't t h i n k t h a t cost 

would be j u s t i f i e d . 

MR. QUIWTANA5 1 might make a 

statement f o r you. 
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The reason I asked f o r these 

e x h i b i t s and would l i k e them tendered i s because -— and t h i s 

goes f o r everybody else who's l i s t e n i n g now — any t i n e t h a t 

we have a hardship gas w e l l case, w i t h the way the gas mar­

ket i s at t h i s time you are d e p r i v i n g somebody else of en­

t e r i n g i n t o the gas p i p e l i n e and s e l l i n g t h e i r gas, and you 

are asking t o put your gas w e l l on l i n e c o n t i n u a l l y . So 

i t ' s very c r i t i c a l f o r me as an examiner, and f o r any other 

examiner, t h a t we back ourselves up i n our j u s t i f i c a t i o n of 

a l l o w i n g people t o stay on l i n e . 

And t h a t includes ar.y type of 

— or anything t h a t can be done t o take t h i s water cat of 

the w e l l w i t h o u t having t o keep i t on c o n t i n u a l l y . 

A Uh-huh. 

MR. QUINTANA: And i n t h i s 

case, you know, economic considerations are taken i n t o ac­

count, a l s o , and t h a t i s the reason I asked these to be sub­

m i t t e d and I made t h i s statement so — because there's a l o t 

of other people l i s t e n i n g here and so they can know what */e 

look f o r i n the f u t u r e on some gas w e l l cases* 

A That's why I prepared i t , i n case you 

asked me. 

MR. QUINTANA; Mr, Catanach has 

a question a l s o . 

A A l l r i g h t . 
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QUESTIONS BY MR. CATANACH? 

Q Mr. McCoy, do you know where the water i s 

coming from? 

A I've assumed, based on the water analy­

s i s , t o go back t o , l e t ' s see, what e x h i b i t i s that? 

Well, l e t ' s look a t the lo g . The prob­

able water i s coming from the basal A Sand. The water satu­

r a t i o n c a l c u l a t e d 45 percent, so i t would be a n t i c i p a t e d 

t n a t i t would come from t h a t zone. 

Tne upper zone, the basal Morrow, calcu­

l a t e d 20 percent, which i s h i g h l y unusual t o have a water 

s a t u r a t i o n involved t h a t low and the inference being t h a t 

i t ' s probably a t i g h t formation. So tne l i k e l i h o o d of the 

water coming from that zone would oe less than the lower 

zone. So i t would be coming from the lower net of p e r f o r a ­

t i o n s . 

MR. QUINTANA: Are there f u r -

tner questions of the witness? 

I f not, you may be excused. 

Is there anything f u r t h e r i n 

Case 8718? 

Case 8718 w i l l be taken under 

advisement. 
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Oh, excuse me, excuse n: 

8717, excuse me. Ca«,e 6717 w i l l be Laker, under advisement 

(Hearing concluded.) 
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