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WHEREUPON, the f o l l o w i n g proceedings were had a t 

11:55 a.m.: 

EXAMINER ASHLEY: At t h i s time the D i v i s i o n c a l l s 

Case 12,144. 

MR. CARROLL: A p p l i c a t i o n of KCS Medallion 

Resources, I n c . , f o r simultaneous d e d i c a t i o n and an 

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

EXAMINER ASHLEY: C a l l f o r appearances. 

MR. BRUCE: Mr. Examiner, Jim Bruce of Santa Fe, 

re p r e s e n t i n g the Ap p l i c a n t . I have two witnesses t o be 

sworn. 

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

(Thereupon, the witnesses were sworn.) 

WILLIAM A. SIRUTA. 

the witness h e r e i n , a f t e r having been f i r s t d u l y 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. BRUCE: 

Q. Would you please s t a t e your name f o r t h e record? 

A. W i l l i a m S i r u t a . 

Q. Where do you reside? 

A. Midland, Texas. 

Q. Who do you work f o r and i n what capacity? 

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

Q. Have you p r e v i o u s l y t e s t i f i e d before the D i v i s i o n 
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as a ge o l o g i s t ? 

A. Yes, I have. 

Q. And were your c r e d e n t i a l s as an expert g e o l o g i s t 

accepted as a matter of record? 

A. Yes. 

Q. And are you f a m i l i a r w i t h the geology i n v o l v e d i n 

t h i s A p p l i c a t i o n ? 

A. Yes. 

MR. BRUCE: Mr. Examiner, I tender Mr. S i r u t a as 

an expert petroleum g e o l o g i s t . 

EXAMINER ASHLEY: Mr. S i r u t a i s so q u a l i f i e d . 

Q. (By Mr. Bruce) Mr. S i r u t a , could you i d e n t i f y 

E x h i b i t 1 f o r the Examiner and t e l l him about th e w e l l ' s 

l o c a t i o n and the other w e l l s i n t h i s area? 

A. E x h i b i t 1 i s a production map. I t has the 

proposed l o c a t i o n i n d i c a t e d on the map by the Greenwood 

Federal 27-1 as a c i r c l e colored i n red. The ye l l o w 

o u t l i n e i s the u n i t o u t l i n e . The w e l l s t h a t are shaded i n 

green are Morrow producers, the w e l l s shaded i n red are 

Atoka producers. 

MR. BRUCE: Okay. Mr. Examiner, before we go any 

f u r t h e r , f o r your reference, t h i s w e l l , the proposed w e l l , 

i s being d r i l l e d t o the Shugart-Morrow Pool. And under 

Order Number R-5621 c e r t a i n acreage, not a l l but c e r t a i n 

acreage i n t h i s pool, i s spaced on 160 acres. That acreage 
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i s t h e south h a l f of Section 26, the east h a l f of Section 

27 and the northeast quarter of Section 34. The remaining 

acreage i n the pool i s j u s t spaced on statewide r u l e s . 

Q. (By Mr. Bruce) Mr. S i r u t a , on t h i s map, perhaps 

you s a i d i t and I spaced out here, but what was t h e w e l l ' s 

footage l o c a t i o n ? 

A. I t ' s 1202 f e e t from the n o r t h and 660 from the 

west. 

Q. Okay. And the u n i t w i l l be dedicated t o the 

Greenwood Federal and t o the e x i s t i n g A l t u r a w e l l , you 

note, i n the southwest quarter of t h i s section? 

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

Q. Okay. Do you have anything else on t h i s map, Mr. 

S i r u t a ? 

A. No. 

Q. Okay, l e t ' s discuss the Morrow geology. Could 

you i d e n t i f y — maybe go through E x h i b i t s 2 and 3 t o g e t h e r , 

Mr. S i r u t a , and discuss the Morrow geology i n the main 

zones of i n t e r e s t i n t h i s area? 

A. These two maps are a net isopach of the Morrow 

"A" sand and the Morrow "B". These are r e a l l y t h e primary 

producers i n t h i s area. I have — This i s my own 

d e s i g n a t i o n of "A" and "B". 

The "A" sand produces — On the map t h a t I have 

you can see which w e l l s produce from t h a t sand; th e y ' r e 
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shaded green. You can see t h a t the w e l l i n 22 produces 

from t h a t sand, the w e l l i n 28 produces from t h a t sand. 

This i s s o r t of an east-west-trending sand i n t h i s 

immediate area. 

The "B" sand, again, i t ' s the green-shaded w e l l s 

t h a t produce from t h a t sand. The Ocean w e l l i n 28, the 

1-28, produces from the "B", and also the A l t u r a Greenwood 

U n i t produces from the "B" sand. And again, t h i s i s an 

east-west-trending sand. 

Q. What i s E x h i b i t 4? 

A. A cross-section. This i s a c r o s s - s e c t i o n t h a t ' s 

marked A-A', and i t ' s i n d i c a t e d by a red l i n e connecting 

the w e l l s on the map. And what t h i s c r o s s - s e c t i o n 

i l l u s t r a t e s are the sands t h a t I have designated as the "A" 

sand and the sand t h a t I have designated as t h e "B" sand. 

This c l e a r l y shows what the sands look l i k e i n the adjacent 

w e l l s , what we a n t i c i p a t e f i n d i n g i n our w e l l . 

Q. Okay. Now, lo o k i n g a t E x h i b i t s 2, 3 and 4 

to g e t h e r , Mr. S i r u t a , i s an unorthodox l o c a t i o n r e a l l y 

necessary g e o l o g i c a l l y ? 

A. No, i t ' s not. 

Q. This i s a good l o c a t i o n , but moving a few hundred 

f e e t south would also be a good l o c a t i o n ? 

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

Q. What else i n f l u e n c e d the w e l l l o c a t i o n f o r t h i s 
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wel l ? 

A. Topographic f e a t u r e s , p i p e l i n e s , powerlines, 

roads. 

Q. Could you i d e n t i f y — I t h i n k i t ' s E x h i b i t 5 

and — yeah, E x h i b i t 5, the topographic map, and t e l l about 

the problems involved i n j u s t even g e t t i n g a w e l l l o c a t i o n 

i n t h i s area. 

A. I f you look a t t h i s map, the l i n e running on the 

l e f t side i s the west l i n e of Section 27. The l i n e running 

on the n o r t h side i s the n o r t h l i n e of Section 27. We've 

blown t h i s s e c t i o n up. There are several w e l l s out here. 

These are shallow San Andres-Grayburg w e l l s . The l e g a l 

l o c a t i o n here would be 1650 from the n o r t h , 660 from the 

west. RSE Partners has an e x i s t i n g w e l l t h e r e t h a t i s 

pumping. There i s a pumpjack on i t . They also have — 

There's two w e l l s o f f t o the east, the SDX Resources, and 

then there's an o l d potash t e s t . But the Resources w e l l 

does produce. 

What I've done i n here i s , I've taken and 

sketched w i t h a dashed l i n e what a 400-by-400 d r i l l i n g pad 

would look l i k e i f we d r i l l e d a t a l e g a l l o c a t i o n . And as 

you can see, we cannot d r i l l a t t h a t l o c a t i o n . We would 

have t o move n o r t h a t l e a s t 200 f e e t t o get away from the 

pumpjack and the f a c i l i t i e s . And i f we d i d t h a t , we would 

be almost r i g h t a t the i n t e r s e c t i o n of a l l of these gas 
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l i n e s . 

Q. At the l o c a t i o n you propose, i s c e r t a i n remedial 

work going t o be r e q u i r e d t o d r i l l the w e l l ? 

A. Yes, we're going t o need t o move t h i s t h r e e - w i r e 

e l e c t r i c l i n e t h a t runs t o the pumpjacks out here, and also 

we're going t o have t o move t h i s Caliche Road. 

Q. Okay. Now, you could move f u r t h e r south, 

perhaps, but do you want t o do t h a t w i t h t he e x i s t i n g w e l l 

there? 

A. No, g e o l o g i c a l l y we r e a l l y don't want t o do t h a t , 

and we f e e l l i k e w e ' l l s u f f e r some s i g n i f i c a n t drainage, 

p o s s i b l y , from t h a t w e l l . 

Q. Also, g e o l o g i c a l l y , would you p r e f e r , because of 

the e x i s t i n g w e l l s i n t h i s area, t o stay on the west side 

of t he p r o r a t i o n u n i t ? 

A. Yes. 

Q. Okay. I d e n t i f y E x h i b i t 6 f o r the Examiner and 

t e l l him who the o f f s e t operators are t o t h i s w e l l . 

A. This i s a land p l a t i l l u s t r a t i n g the operators. 

We've t r i e d t o o u t l i n e the u n i t s around i n a slashed tape 

here. The east h a l f of 21 shows several p a r t n e r s , but 

Ocean Energy has those people under an o p e r a t i n g agreement. 

So they are the operators, we've contacted them. Ocean 

Energy has the south h a l f of 22, Ocean Energy al s o has the 

east h a l f of 28. Marathon O i l has the east h a l f of 33, and 
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RSE Partners-1 L i m i t e d , has the n o r t h h a l f of 34 and a l l of 

Section 27 

Q. Okay. Now, regarding the east h a l f o f Section 

27, under the pool r u l e s RSE Partners — w e l l , t h e r e are — 

t h e r e had been two Morrow w e l l s d r i l l e d on t h a t east h a l f ? 

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

Q. And they had t h a t r i g h t under the e x i s t i n g pool 

r u l e s a t t h a t time — 

A. That 1s c o r r e c t . 

Q. — under 160-acre spacing? 

I n the Marathon acreage i n the east h a l f of 

Section 33, t h a t — Marathon had d r i l l e d a Morrow t e s t w e l l 

a l s o , had i t not? 

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

Q. So they ha also exercised t h e i r r i g h t t o t e s t 

t h a t r e s e r v o i r ? 

A. Yes. 

Q. Were a l l of these i n t e r e s t owners or operators 

n o t i f i e d of t h i s A p p l i c a t i o n ? 

A. Yes. 

Q. And i s the a f f i d a v i t of n o t i c e submitted as 

E x h i b i t 7? 

A. Yes. 

Q. Were E x h i b i t s 1 through 7 prepared by you, under 

your d i r e c t i o n , or compiled from company business records? 

STEVEN T. BRENNER, CCR 
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A. Yes. 

Q. And i n your opini o n i s the g r a n t i n g of t h i s 

A p p l i c a t i o n i n the i n t e r e s t s of conservation and the 

pre v e n t i o n of waste? 

A. Yes, i t i s . 

MR. BRUCE: Mr. Examiner, I ' d move the admission 

of KCS E x h i b i t s 1 through 7. 

EXAMINER ASHLEY: E x h i b i t s 1 through 7 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER ASHLEY: 

Q. Mr. S i r u t a , I'm loo k i n g a t E x h i b i t Number 5, the 

topographic map. 

A. Uh-huh. 

Q. And I'm also l o o k i n g a t the land p l a t , E x h i b i t 6, 

j u s t t r y i n g t o get my bearings here. 

A. Okay. 

Q. South of your proposed l o c a t i o n there's RSE 

Partners Number 1 PJ? 

A. Yes, t h a t ' s a shallow w e l l . 

Q. Okay. Okay, t h a t ' s — And then t h i s land map 

under E x h i b i t 6 i s j u s t f o r — 

A. Just deep t e s t e s . 

Q. Okay, great. 

A. There are a k a z i l l i o n l i t t l e shallow w e l l s i n 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

12 

here — 

Q. Okay. 

A. — so we j u s t p l o t t e d the deep t e s t s on t h a t . 

EXAMINER ASHLEY: Okay. I have n o t h i n g f u r t h e r . 

Thank you, Mr. S i r u t a . 

WES VAN NATTA, 

the witness h e r e i n , a f t e r having been f i r s t d u l y 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. BRUCE: 

Q. Would you please s t a t e your name f o r t h e record? 

A. Wes Van Natta. 

Q. S p e l l your l a s t name f o r the Examiner. 

A. I t ' s V, as i n V i c t o r , a-n A - t - t - a . 

Q. Okay. Where do you reside? 

A. Tulsa, Oklahoma. 

Q. Who do you work f o r ? 

A. KCS Medallion Resources. 

Q. What's your job w i t h KCS? 

A. I'm c u r r e n t l y the d i r e c t o r of r e s e r v o i r 

engineering f o r the mid-continent d i v i s i o n . That area 

includes the Permian Basin. 

Q. Have you p r e v i o u s l y t e s t i f i e d before t he 

Di v i s i o n ? 

A. No, I have not. 
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Q. Could you o u t l i n e your education and employment 

h i s t o r y f o r the Examiner, please? 

A. Yes. I received a bachelor of science i n 

petroleum engineering from Louisiana Tech U n i v e r s i t y i n 

1981. I was then employed by Exxon mid-1981 as a r e s e r v o i r 

engineer. I worked f o r Exxon f o r 13 years. Then I worked 

f o r two years as a r e s e r v o i r engineering c o n s u l t a n t , was 

employed by KCS Medallion i n e a r l y 1996 as a r e s e r v o i r 

engineer, and c u r r e n t l y I am the d i r e c t o r of r e s e r v o i r 

engineering f o r our d i v i s i o n . 

Q. Are you f a m i l i a r w i t h engineering matters r e l a t e d 

t o t h i s A p p l i c a t i o n ? 

A. Yes, I am. 

MR. BRUCE: Mr. Examiner, I ' d tender Mr. Van 

Natta as an expert petroleum engineer. 

EXAMINER ASHLEY: Mr. Van Natta i s so q u a l i f i e d . 

Q. (By Mr. Bruce) Mr. Van Natta, maybe i t w i l l help 

t o keep the E x h i b i t 1, the production p l a t , i n f r o n t of us 

w h i l e you're going through your e x h i b i t s and di s c u s s i n g 

some of t h i s . 

Would you i d e n t i f y your E x h i b i t 8 and t e l l the 

Examiner why KCS desires t o d r i l l t h i s i n f i l l l o c a t i o n . 

A. E x h i b i t 8 i s a summary of reserves and drainage 

areas of the e x i s t i n g w e l l s i n the area. We have focused 

on the reserves p o t e n t i a l i n the west h a l f of Section 27. 
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On t h i s E x h i b i t 8 y o u ' l l see t h a t our o r i g i n a l 

gas i n place has the p o t e n t i a l of being about 8.49 BCF i n 

the 320 acres i n concern. I ' l l go through the d e t a i l s on 

the next page of the v o l u m e t r i c s , but assuming an 87-

percent recovery f a c t o r , which would be somewhat c o n s i s t e n t 

w i t h the pressure-depletion s i t u a t i o n we're d e a l i n g w i t h , 

we estimate as much as 7.3 9 BCF of gas could be recoverable 

i n t h i s 320. 

The e x i s t i n g w e l l has cum'd 1.67 BCF, which 

leaves about 5.7 BCF t h a t p o t e n t i a l l y could be recovered. 

We have broken the 32 0 i n t o two 160s, and we estimate 

approximately 3.7 BCF could be recovered i f a second w e l l 

i s d r i l l e d i n the northeast quarter of Section 27. 

Q. I f the proposed Greenwood 27-1 w e l l i s not 

d r i l l e d , w i l l these reserves be recovered by the e x i s t i n g 

w e l l ? 

A. We f e e l t h a t they perhaps w i l l not. And i n 

f a c t — I'm k i n d of g e t t i n g ahead of myself, but on E x h i b i t 

10 we show the production h i s t o r y of the e x i s t i n g w e l l , and 

y o u ' l l note t h a t t h e r e has been l i t t l e t o no p r o d u c t i o n 

r e p o r t e d since 1992. 

Q. Okay. On t h i s e x h i b i t you also put t h e — some 

c a l c u l a t i o n s regarding the o f f s e t wells? 

A. Correct. 

Q. For the most p a r t , are these w e l l s d r a i n i n g 320 

STEVEN T. 
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acres? 

A. The Shugart 2 2 Federal Number 1 d i d not. I t 

looked l i k e i t was d r a i n i n g a much smaller area, f o r 

whatever reason. I t looked l i k e t h a t ' s a l i m i t e d r e s e r v o i r 

t h a t they've g o t t e n i n t o . I t does appear t h a t the Shugart 

28 Federal Number 1 w i l l be d r a i n i n g approximately 160 

acres. 

Q. Okay, but i t w i l l not be d r a i n i n g 320? 

A. I t does not appear t h a t i t w i l l . 

Q. Okay. What i s E x h i b i t 9? 

A. E x h i b i t 9 i s the v o l u m e t r i c d e t a i l t h a t supports 

E x h i b i t 8. 

Just b r i e f l y going through, we've got a p o r o s i t y 

of roughly 12 percent, water s a t u r a t i o n of 3 0 percent, and 

i n i t i a l bottomhole pressure i n the area of about 4900 

pounds. And again, we're assuming a recovery f a c t o r of 

about 87 percent. 

The f r o n t page of t h a t goes through and then 

estimates the recovery of approximately 7.3 9 BCF f o r the 

32 0. I t also shows the e x i s t i n g w e l l , 1.67 BCF t h a t ' s been 

recovered, w i t h a remaining of p o s s i b l y 5.72. 

And then the second page i s simply the same 

c a l c u l a t i o n s , but using 160-acre drainage area, i n s t e a d of 

the 3 20. 

Q. Then why don't you move on t o the e x h i b i t you 
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mentioned, E x h i b i t 10, and discuss the e x i s t i n g w e l l i n the 

west h a l f of Section 27? 

A. The e x i s t i n g w e l l , I don't r e a l l y have much t o 

discuss other than t h i s i s the production h i s t o r y . And as 

y o u ' l l note, t h e r e was a l i t t l e b i t of work t h a t was done 

i n t he e a r l y N i n e t i e s . But since 1992 there's been l i t t l e 

t o no pro d u c t i o n reported. 

Q. So w i t h your new w e l l you hope t o capture 

a d d i t i o n a l reserves t h a t may not be recovered by the 

e x i s t i n g w e l l ? 

A. That i s our i n t e n t . 

Q. And because of the l i m i t e d drainage i n the 

o f f s e t s , t h e r e should be l i t t l e or not e f f e c t on the 

c o r r e l a t i v e r i g h t s on the o f f s e t t i n g u n i t s ? 

A. That i s our i n t e r p r e t a t i o n . 

Q. Were E x h i b i t s 8, 9 and 10 prepared by you? 

A. Under my d i r e c t i o n . 

Q. Under your d i r e c t i o n . 

And i n your op i n i o n , i s the g r a n t i n g o f t h i s 

A p p l i c a t i o n i n the i n t e r e s t s of conservation and the 

pre v e n t i o n of waste? 

A. Yes. 

MR. BRUCE: Mr. Examiner, I ' d move the admission 

of KCS E x h i b i t s 8, 9 and 10. 

EXAMINER ASHLEY: 8, 9 and 10 w i l l be admitted as 
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evidence a t t h i s time. 

EXAMINATION 

BY EXAMINER ASHLEY: 

Q. Mr. Van Natta, i f I see t h i s r i g h t , then, t he 

w e l l i n the southwest quarter of Section 27 i s not 

producing r i g h t now, or i t is? 

A. We do not operate t h a t w e l l , but according t o the 

D w i g h t ' s i n f o r m a t i o n t h a t we have, th e r e has been no 

pr o d u c t i o n reported since 1992. 

Q. But t h a t ' s the w e l l t h a t you want t o 

simultaneously dedicate t o your well? 

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

Q. Okay. Can you t e l l me again about the w e l l i n 

the southeast quarter of Section 22, the Ocean Energy w e l l ? 

A. The l i m i t e d data t h a t we have on t h a t w e l l 

i n d i c a t e d t h a t i t came on f a i r l y w e l l . Pressure looked 

f a i r l y good, but i t appears t h a t i t was i n a l i m i t e d - s i z e 

r e s e r v o i r . And I don't know i f t h a t was from a perm 

b a r r i e r or what, but i t does appear t h a t we do have a 

f a i r l y l i m i t e d - s i z e r e s e r v o i r i n t h a t p a r t i c u l a r w e l l . 

Conversely, i n the w e l l i n Section 28, i t does 

appear t h a t i t has a f a i r l y s i g n i f i c a n t a r e a l e x t e n t . 

Q. But not 320? 

A. I t does not appear t h a t i t w i l l recover 320 

acres' worth of reserves. 
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Q. What about the w e l l s i n the east h a l f , or the 

northeast q u a r t e r of Section 27? Do you have any 

i n f o r m a t i o n on drainage f o r t h a t w ell? 

A. I do not. However, w i t h the 2.4 BCF t h a t i t has 

recovered, and as you can see — i f y o u ' l l go back, I 

b e l i e v e i t was the E x h i b i t 1 t h a t B i l l had given — t h a t 

w e l l was c u r r e n t l y making about 125 MCF a day, so I would 

tend t o b e l i e v e t h a t t h a t one's on the lower end of i t s 

reserve p o t e n t i a l . 

So the 2.4 would f a l l i n l i n e w i t h approximately 

160, or a l i t t l e b i t l e s s , of drainage area. 

EXAMINER ASHLEY: Okay. I have no f u r t h e r 

questions. Thank you, Mr. Van Natta. 

MR. BRUCE: I have nothing f u r t h e r i n t h i s case. 

EXAMINER ASHLEY: There being n o t h i n g f u r t h e r i n 

t h i s case, Case 12,144 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

12:15 p.m.) 

* * * 

i as he-i;;- that the fcre*',;:^ h~. 
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