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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
DIVISION FOR THE PURPOSE OF 
CONSIDERING: 

APPLICATION OF MEDALLION 
PRODUCTION COMPANY 

CASE NO. 11,387 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

ORIGINAL 
BEFORE: DAVID R. CATANACH, Hearing Examiner 

September 21, 1995 

Santa Fe, New Mexico 

This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , DAVID R. CATANACH, 

Hearing Examiner, on Thursday, September 21st, 1995, a t the 

New Mexico Energy, Minerals and Natural Resources 

Department, Porter H a l l , 2 04 0 South Pacheco, Santa Fe, New 

Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter No. 7 

f o r the State of New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had at 

11:11 a.m.: 

EXAMINER CATANACH: At t h i s time w e ' l l c a l l Case 

11,387, the A p p l i c a t i o n of Medallion Production Company f o r 

an unorthodox gas w e l l l o c a t i o n , Chaves County, New Mexico. 

Are there appearances i n t h i s case? 

MR. CARR: May i t please the Examiner, my name i s 

W i l l i a m F. Carr w i t h the Santa Fe law f i r m Campbell, Carr 

and Berge. 

We represent Medallion Production Company i n t h i s 

matter, and I have one witness. 

EXAMINER CATANACH: Any a d d i t i o n a l appearances? 

W i l l the witness please stand t o be sworn in? 

(Thereupon, the witness was sworn.) 

WILLIAM A. SIRUTA, 

the witness h e r e i n , a f t e r having been f i r s t duly sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. W i l l you s t a t e your name f o r the record, please? 

A. My name i s Wi l l i a m A. S i r u t a . 

Q. And where do you reside? 

A. Midland, Texas. 

Q. Mr. S i r u t a , by whom are you employed? 

A. Medallion Production Company. 

STEVEN T. BRENNER, CCR 
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Q. And what i s your c u r r e n t p o s i t i o n w i t h Medallion? 

A. I'm a g e o l o g i s t . 

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

D i v i s i o n ? 

A. Yes. 

Q. At the time of t h a t testimony, were your 

c r e d e n t i a l s as a petroleum g e o l o g i s t accepted and made a 

matter of record? 

A. Yes. 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n f i l e d i n 

t h i s case on behalf of Medallion? 

A. Yes. 

Q. And have you made a g e o l o g i c a l study of the area 

t h a t i s the subject of t h i s case? 

A. Yes. 

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER CATANACH: Yes, they are. 

Q. (By Mr. Carr) Mr. S i r u t a , would you b r i e f l y 

summarize what Medallion Production Company seeks i n t h i s 

case? 

A. We seek t o d r i l l an unorthodox w e l l l o c a t i o n f o r 

our USA 20 Number 1 w e l l , t o be located 990 f e e t from the 

south l i n e , 1100 f e e t from the east l i n e of Section 20, 

Township 15 South, Range 28 East, t o t e s t the Undesignated 
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B u f f a l o V a l l e y - P e n n s y l v a n i a n Gas Po o l , and t h e s o u t h h a l f 

o f S e c t i o n 20 w i l l be d e d i c a t e d t o t h e w e l l . 

Q. What a r e t h e w e l l - l o c a t i o n r e q u i r e m e n t s f o r t h e 

B u f f a l o V a l l e y - P e n n s y l v a n i a n Gas Pool? 

A. 320-acre s p a c i n g , 660 f e e t from t h e s h o r t l i n e o f 

t h e d e d i c a t e d u n i t -- I mean from t h e l o n g s i d e , and 1980 

fr o m t h e s h o r t s i d e o f t h e u n i t . 

Q. So t h e proposed w e l l l o c a t i o n i s a c t u a l l y 

e n c r o a c h i n g on t r a c t s t o t h e ea s t and t o t h e s o u t h e a s t ? 

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

Q. L e t ' s go t o M e d a l l i o n E x h i b i t Number 1. Would 

you i d e n t i f y t h a t and r e v i e w i t f o r Mr. Catanach? 

A. I t ' s a l a n d p l a t w i t h t h e b l u e o u t l i n e i n t h e 

s o u t h h a l f o f S e c t i o n 20 showing t h e d e d i c a t e d u n i t . The 

r e d s p o t i s t h e proposed l o c a t i o n . 

The y e l l o w - h i g h l i g h t e d areas show t h e ownership 

i n t h e n o r t h e a s t q u a r t e r o f S e c t i o n 29, t h e n o r t h w e s t 

q u a r t e r o f S e c t i o n 28 and t h e southwest q u a r t e r o f S e c t i o n 

2 1 . 

Q. So t h o s e a re a l l t h e o p e r a t o r s t o w a r d whom t h e 

w e l l i s a c t u a l l y b e i n g — 

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

Q. A l l r i g h t . L e t ' s go t o E x h i b i t Number 2, your 

p r o d u c t i o n p l a t . Would you r e v i e w t h a t f o r t h e Examiner? 

A. T h i s i s a p r o d u c t i o n map. Agai n , t h e s t i p p l e d 
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sou t h - h a l f o u t l i n e of Section 20 i s our dedicated u n i t . 

The red dot i s the proposed l o c a t i o n . The heavy l i n e 

connecting the w e l l s i s a cross-section which w i l l be shown 

as an e x h i b i t l a t e r . The green-colored c i r c l e s are 

i n d i c a t i n g w e l l s t h a t produce from the Morrow pay t h a t i s 

the t a r g e t of t h i s w e l l . 

As you can see, some of the w e l l s i n here are 

p r e t t y s u b s t a n t i a l . The two w e l l s i n 17, one has made 2.3 

BCF and 42,000 b a r r e l s of o i l . And the number below t h a t 

i s the present d a i l y r a t e . 

The other w e l l i n 17 has made 7 BCF and 83,000 

b a r r e l s of o i l , s t i l l making 494 MCF. 

The w e l l i n Section 19 has made 406 m i l l i o n , 2000 

b a r r e l s of o i l , making 155 MCF. 

And the w e l l i n the northwest of 20 has made 116 

m i l l i o n , 509 b a r r e l s of o i l and making 5 MCF. 

Q. I f I look a t t h i s map, there appears t o be one, 

perhaps two w e l l s t h a t have been d r i l l e d i n very close 

p r o x i m i t y t o the proposed l o c a t i o n ; i s t h a t c o r r e c t ? 

A. Yes. 

Q. And t o what depths were those w e l l s d r i l l e d ? 

A. They were d r i l l e d t o a depth s u f f i c i e n t t o t e s t 

the Morrow pay. 

Q. There are two w e l l s there? Two a d d i t i o n a l w e l l s , 

two previous w e l l s --

STEVEN T. BRENNER, CCR 
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A. Oh, I'm sorry, you're t a l k i n g about the w e l l s i n 

Section 20, i n the southeast? 

Q. Yes, I'm t r y i n g — 

A. I'm sor r y . 

Q. I t appears t o me t h a t there i s d e f i n i t e l y one 

a d d i t i o n a l w e l l i n very close p r o x i m i t y t o the proposed 

l o c a t i o n t o where the w e l l spot i s placed. 

My question i s , are there one or two w e l l s t h a t 

have already been d r i l l e d ? 

A. There's a c t u a l l y two w e l l s . One of them was 

d r i l l e d t o a depth s u f f i c i e n t t o t e s t the Morrow. The 

other one i s a shallow Permian t e s t . 

Q. Let's go t o E x h i b i t Number 3, the s t r u c t u r e map. 

Can you review t h i s f o r Mr. Catanach? 

A. I t ' s a s t r u c t u r e map on the base of the Morrow 

pay sand. Again, the same o u t l i n e on the dedicated u n i t 

and the red dot f o r the proposed l o c a t i o n . 

This was done w i t h s t r i c t l y subsurface c o n t r o l , 

no seismic. 

Again, the green-colored c i r c l e s are Morrow-

producing w e l l s . The contour i n t e r v a l on t h i s map i s 50 

f e e t . I t shows the general s t r u c t u r e of the Morrow. 

Q. A c t u a l l y , by moving t o the east, you're l o s i n g 

s t r u c t u r e i n t h i s case, are you not? 

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

STEVEN T. BRENNER, CCR 
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Q. So s t r u c t u r e i s obviously not a very important 

f a c t o r i n s e l e c t i n g wells? 

A. Not near as important as thickness of the sand. 

Q. A l l r i g h t . Let's go t o the net p o r o s i t y isopach, 

E x h i b i t Number 4, and I'd ask you t o review the sand 

thickness t h a t you f i n d i n t h i s area. 

A. This i s a net isopach map on the main Morrow pay. 

I used an 8-percent c u t o f f where po s s i b l e . Again, the same 

o u t l i n e of the dedicated u n i t , red dot f o r the proposed 

w e l l . 

I t h i n k the three key w e l l s i n here are the one 

w e l l i n 19, b a s i c a l l y has one f o o t of net pay; the w e l l i n 

the northwest of 2 0 has 12 f o o t of net pay; and the 

abandoned w e l l i n the southeast t h a t we w i l l be d r i l l i n g 

very close t o has 14 f e e t of net pay. 

Q. You would a n t i c i p a t e how many f e e t a t the 

proposed l o c a t i o n ? Fourteen feet? 

A. Yes. 

Q. I n your opinion, what would be the r e s u l t of 

having t o develop t h i s south-half u n i t w i t h the w e l l a t a 

standard l o c a t i o n ? 

A. I bel i e v e t h a t we would leave reserves i n the 

ground. 

Q. Just by v i r t u e of moving out of t h i s sand 

channel? 

STEVEN T. BRENNER, CCR 
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A. That's c o r r e c t . 

Q. A l l r i g h t . Let's go t o E x h i b i t 5, your east-west 

cr o s s - s e c t i o n . Would you review the i n f o r m a t i o n on t h a t 

e x h i b i t f o r Mr. Catanach? 

A. This i s the cross-section t h a t ' s i n d i c a t e d on the 

other maps by the heavy l i n e , w i t h the l e f t side of the 

cro s s - s e c t i o n being the west or the f i r s t w e l l being the 

w e l l i n Section 19. 

What t h i s cross-section i n d i c a t e s i s the nature 

of the sand deposit i n t h i s area, and i t also i n d i c a t e s the 

t h i n n i n g of the sand as you get t o the west and the 

t h i c k e n i n g as you go t o the east. 

Q. Again, t h i s confirms t h a t the proposed l o c a t i o n 

should put you i n the t h i c k e s t p o r t i o n of the channel? 

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

Q. I s E x h i b i t Number 5 [ s i c ] an a f f i d a v i t c o n f i r m i n g 

t h a t n o t i c e of t h i s A p p l i c a t i o n has been provided t o a l l 

o f f s e t operators as shown on E x h i b i t Number 1 i n accordance 

w i t h OCD rules? 

A. Yes, s i r . 

Q. I n your opinion, w i l l approval of t h i s 

A p p l i c a t i o n and the d r i l l i n g of the proposed w e l l r e s u l t i n 

the recovery of hydrocarbons t h a t otherwise w i l l not be 

produced? 

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

STEVEN T. 
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Q. W i l l approval of the A p p l i c a t i o n also be i n the 

best i n t e r e s t of conservation and the p r o t e c t i o n of 

c o r r e l a t i v e r i g h t s ? 

A. Yes, s i r . 

Q. Were E x h i b i t s 1 through 6 prepared by you or 

under your d i r e c t i o n ? 

A. Yes, s i r . 

MR. CARR: At t h i s time, Mr. Catanach, we move 

the admission i n t o evidence of Medallion Production Company 

E x h i b i t s 1 through 6. 

EXAMINER CATANACH: E x h i b i t s 1 through 6 w i l l be 

admitted as evidence. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. S i r u t a . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. S i r u t a , have you received any correspondence 

from any o f f s e t operators? 

A. Not at t h i s time. 

Q. There i n f a c t i s no o f f s e t Morrow produ c t i o n i n 

the acreage t h a t you're encroaching upon; i s t h a t c o r r e c t ? 

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

Q. Has there ever been, t o your knowledge, any 

Morrow production i n those --

A. No, there has not. 

STEVEN T. BRENNER, CCR 
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Q. T e l l me about t h e w e l l t h a t was d r i l l e d i n t h a t 

s o u t h e a s t q u a r t e r t h a t was -- t h a t you've d i s c u s s e d . 

A. That w e l l was d r i l l e d back i n — L e t ' s see, i t 

was d r i l l e d i n 1971, which was r e a l l y b e f o r e most o f t h i s 

p r o d u c t i o n t o t h e n o r t h was found. 

I t was d r i l l e d and d r i l l stem t e s t e d , and t h e 

d r i l l stem t e s t l o o k s r e a l odd t o us. I t l o o k s l i k e i t may 

have been a bad t e s t . There was -- There s h o u l d have been 

no d r a i n a g e here a t a l l . 

The w e l l does e x h i b i t good sand on a sample l o g 

t h a t I f o u n d . I t e x h i b i t s good m i c r o l o g p o r o s i t y . The 

o n l y p o r o s i t y l o g we have i s t h i s o l d s i d e w a l l n e u t r o n , b u t 

i t e x h i b i t s f a i r l y good p o r o s i t y on i t . 

And a r e - e n t r y was a t t e m p t e d t o t e s t t h i s Morrow, 

and a t about 1500 f e e t t h e y encountered some j u n k i n t h e 

h o l e and were unable t o r e - e n t e r t h e w e l l . A t l e a s t t h a t ' s 

what I b e l i e v e t h e y were g o i n g f o r . 

So we b e l i e v e i t ' s v e r y p o s s i b l y a passed-over 

w e l l . 

Q. Do you know when t h a t r e - e n t r y o c c u r r e d ? 

A. I d o n ' t o f f h a n d . I t h i n k i t was sometime i n t h e 

l a t e S e v e n t i e s , i s a l l I remember. 

Q. How c l o s e are you d r i l l i n g t o t h a t w e l l b o r e ? 

A. That w e l l i s l o c a t e d 990 from t h e e a s t , I 

b e l i e v e . So we're g o i n g t o be f a i r l y c l o s e . I t h i n k our 
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l o c a t i o n i s — so we're, l e t ' s see, about 110 f e e t , 110 

f e e t from t h a t w e l l . We r e a l l y d i d t h a t at the request of 

our engineers. 

Q. For what reason? 

A. They j u s t don't l i k e t o get very close t o an 

e x i s t i n g w e l l l i k e t h a t , p a r t i c u l a r l y one t h a t ' s been 

attempted r e - e n t r y and t h i n g s . 

Q. Okay. How much pay thickness do you t h i n k you're 

g a i n i n g from t h i s l o cation? 

A. I t h i n k i f we d r i l l e d t h i s i n a l e g a l l o c a t i o n , 

we'd probably be looking at somewhere around f i v e f e e t . I 

t h i n k by d r i l l i n g where we1 re requesting, we might be able 

t o g ain as much as ten f e e t , nine t o ten f e e t . 

And not only t h a t , I t h i n k the important issue i n 

t h i s p a r t i c u l a r system, channel system, i s , I t h i n k w e ' l l 

gain b e t t e r q u a l i t y sand. I t seems when you get i n the 

t h i c k e r sections you a c t u a l l y get not only t h i c k e r but the 

q u a l i t y increases. 

Q. Have you seen t h a t i n the w e l l logs i n t h i s area? 

A. Yes. 

Q. Should be comparable i n sand thickness t o the 

w e l l i n the northwest of Section 20; i s t h a t c o r r e c t ? 

A. Yes, i t should be. And t h a t , as y o u ' l l n o t i c e , 

i s a p r e t t y poor w e l l . 

Q. Do you f e e l l i k e y o u ' l l -- Why do you f e e l l i k e 
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y o u ' l l get a b e t t e r w e l l than t h a t one? 

A. I t h i n k there's two problems w i t h t h a t w e l l . One 

i s , they shot some lower zones beneath the main pay. One 

zone they shot was 40 f e e t below the main pay, and t h a t 

zone i s wet. As a matter of f a c t , i t produced 25 t o 30 

b a r r e l s of f l u i d per hour, so i t was r e a l l y cranking out 

the water. 

I b e l i e v e when they went i n and completed t h e i r 

w e l l , t h a t there's an awful good chance t h a t they may have 

go t t e n i n t o t h a t water, because I be l i e v e they are having 

water problems r i g h t now. 

And I also believe t h a t w e l l , t h e r e , experienced 

some drainage from the w e l l i n the southwest of Section 17 

t h a t has made 7 BCF. 

Q. Okay. I n the i n t e r v a l t h a t you propose t o 

p e r f o r a t e i t , i s t h a t water-bearing at lower depths? 

A. I have not seen a w e l l i n t h a t zone t h a t has 

produced water or c a l c u l a t e s wet. That's not t o say t h a t 

i t can't be, but I j u s t have not seen i t out here. 

Q. So your l o s i n g s t r u c t u r e doesn't alarm you i n any 

way? 

A. No. I would l i k e t o be, you know, higher, but 

i t ' s a choice here of a s a c r i f i c e between sand thickness 

and s t r u c t u r e . I ' d much r a t h e r s a c r i f i c e the s t r u c t u r e . I 

don't t h i n k t h a t ' s going t o be a problem. 
i 
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EXAMINER CATANACH: I have n o t h i n g f u r t h e r o f 

t h i s w i t n e s s . 

MR. CARR: That concludes our p r e s e n t a t i o n i n 

t h i s case. 

EXAMINER CATANACH: There b e i n g n o t h i n g f u r t h e r , 

Case 11,387 w i l l be t a k e under advisement. 

(Thereupon, t h e s e p r o c e e d i n g s were co n c l u d e d a t 

11:28 a.m.) 

* * * 

i <k> hereby certify that the foregoing is 

Oil Conservation Division 
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