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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

CASE 9948 

EXAMINER HEARING 

IN THE MATTER OF: 

A p p l i c a t i o n of Chevron U.S.A., I n c . , f o r a Non­

standard Gas P r o r a t i o n U n i t and an Unarthodox Ga 

Well Location, Lea County, New Mexico. 

TRANSCRIPT OF PROCEEDINGS 

BEFORE: DAVID R. CATANACH, EXAMINER 

STATE LAND OFFICE BUILDING 

SANTA FE, NEW MEXICO 

May 30, 1990 

ORIGINAL 
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A P P E A R A N C E S 

FOR THE DIVISION: 

ROBERT G. STOVALL 
Attorne y a t Law 
Legal Counsel t o the D i v i s i o n 
State Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 

FOR THE APPLICANT: 

CAMPBELL & BLACK, P.A. 
Attorneys a t Law 
By: WILLIAM F. CARR 
Suite 1 - 110 N. Guadalupe 
P.O. Box 2208 
Santa Fe, New Mexico 87504-2208 
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WHEREUPON, the f o l l o w i n g proceedings were had 

at 9:09 a.m.: 

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

Case 9948. 

MR. STOVALL: A p p l i c a t i o n of Chevron U.S.A., 

Inc . , f o r a nonstandard gas p r o r a t i o n u n i t and an 

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

EXAMINER CATANACH: 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 law f i r m Campbell and 

Black, P.A., of Santa Fe. 

We represent Chevron U.S.A., I n c . , and I have 

one witness. 

EXAMINER CATANACH: Any other appearances? 

W i l l the witness please stand and be sworn 

in? 

RICHARD JONES, 

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 : 

EXAMINATION 

BY MR. CARR: 

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

please? 

A. Richard Jones. 

Q. Mr. Jones, by whom are you employed? 

CUMBRE COURT REPORTING 
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A. Chevron U.S.A. 

Q. And i n what capacity? 

A. As a development g e o l o g i s t . 

Q. Where do you reside? 

A. Hobbs, New Mexico. 

Q. Have you p r 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 ? 

A. No, I have not. 

Q. Could you b r i e f l y review your e d u c a t i o n a l 

background and summarize your work experience? 

A. I've got a bachelor's degree i n geology from 

the U n i v e r s i t y of Texas, Permian Basin. 

I worked f o r 11 years f o r Chevron, t h e l a s t 

nine as a development g e o l o g i s t , the l a t t e : : f i v e years 

i n Hobbs, New Mexico. 

Q. Does your geographic area of r e s p o n s i b i l i t y 

w i t h Chevron include the p o r t i o n of southeastern New 

Mexico in v o l v e d i n t h i s case? 

A. I t does. 

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 

on behalf of Chevron? 

A. I am. 

Q. Are you f a m i l i a r w i t h the s u b j e c t area? 

A. I am. 

MR. CARR: We tender Mr. Jones an an expert 

CUMBRE COURT REPORTING 
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witness i n petroleum geology. 

EXAMINER CATANACH: He i s so g u a L i f i e d . 

Q. (By Mr. Carr) Mr. Jones, what does Chevron 

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

A. We seek a p p l i c a t i o n f o r a nonstandard gas 

p r o r a t i o n u n i t a t an unorthodox gas w e l l l o c a t i o n . The 

u n i t w i l l comprise the northeast g u a r t e r a i d n o r t h h a l f 

of t he northwest quarter of Section 34, Township 19 

South, Range 36 East, Lea County, New Mexioo. 

Q. And you propose t o d r i l l a new w e l l on t h a t ? 

A. Yes, we do. 

Q. That's your J.W. Smith Well Number 7? 

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

Q. And the l o c a t i o n i s 1900 from the n o r t h l i n e 

and 660 from the east l i n e ; i s t h a t r i g h t ? 

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

Q. Have you prepared c e r t a i n e x h i b i t s f o r 

p r e s e n t a t i o n i n t h i s case? 

A. I have. 

Q. Could you r e f e r t o what has been marked as 

Chevron E x h i b i t Number 1, i d e n t i f y t h a t and review i t 

f o r Mr. Catanach? 

A. This i s a s t r u c t u r e map on top o:: the Queen 

Formation, showing our s t r u c t u r a l p o s i t i o n and t h e 

s t r u c t u r a l d i p t o the west on our lease. 

CUMBRE COURT REPORTING 
(505) 984-2244 



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 

7 

The red dot i n d i c a t e s the approximate 

l o c a t i o n of the J.W. Smith Number 7. The Dpen c i r c l e s 

represent e x i s t i n g Eumont gas w e l l s . 

Q. O f f s e t t i n g ownership i s also i n d i c a t e d on 

t h i s p l a t ? 

A. I t i s . 

Q. And the spacing u n i t t h a t you are proposing 

i s h i g h l i g h t e d i n yellow? 

A. Yes, i t i s . 

Q. Has there been p r i o r Eumont development on 

t h i s acreage? 

A. I t has i n the past, the e x i s t i n g l o c a t i o n , 

the Northwest Eumont Number 153, i n the northeast 

corner of Section 34. 

Q. And what acreage was dedicated t o t h a t w e l l ? 

A. The east h a l f of the northwest q u a r t e r of 

Section 34, t h a t 80-acre p r o r a t i o n u n i t . 

Q. And what i s the c u r r e n t s t a t u s o:: t h a t w e l l ? 

A. I t i s a u n i t w e l l f o r the Northwost Eumont 

O i l — Waterflood. I t ' s an i n j e c t o r . 

Q. What does t h i s s t r u c t u r e map show you about 

the proposed unorthodox l o c a t i o n ? 

A. The proposed unorthodox l o c a t i o n , we are 

pr e s e n t i n g — we're t r y i n g t o get a maximum s t r u c t u r a l 

e l e v a t i o n on our proposed w e l l . 
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As you can see from the s t r u c t u r a map, t h e r e 

i s a steep s t r u c t u r a l g r a d i e n t going t o tha west, and a 

l o t of the Penrose pay of the Eumont Pool dip s 

s t r u c t u r a l l y i n t o the o i l column. 

Q. I f you move t h i s w e l l t o the west, do you run 

the r i s k of having a poorer w e l l because you are moving 

i n t o — 

A. Yes. 

Q. — t h a t o i l column? 

A. Yes, we do. We l o s t gas pay i n the Penrose. 

Q. What i s the s t a t u s of Chevron's working-

i n t e r e s t ownership under the proposed p r o r a t i o n u n i t ? 

A. I t ' s a hundred percent. 

Q. A l l r i g h t , Mr. Jones, l e t ' s now go t o Chevron 

E x h i b i t Number 2. Would i t be easier t o work w i t h i t 

a t the t a b l e , or do you want t o put i t up? 

A. I t would be easier t o put i t up. 

(Off the record) 

Q. (By Mr. Carr) Would you identify now what 

has been marked as Chevron Exhibit Number \\1 

A. This i s a s t r u c t u r a l c r o s s - s e c t i o n across the 

prospect area. The cross-section i s A/A-prime, going 

from west t o east across our proposed nonstandard 

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

The o f f s e t t o our proposed l o c a t i o n i s the 

CUMBRE COURT REPORTING 
(505) 984-2244 



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 

9 

J.W. Smith Number 1, and represented here i s the 

s t r u c t u r a l p o s i t i o n of our proposed w e l l l D c a t i o n s . 

As you move t o the west, as r e c e n t l y 

suggested, you do lose Penrose pay below t i e g a s - o i l 

c o n tact. We're proposing t h a t we d r i l l t h s w e l l a t 

t h i s l o c a t i o n t o encounter as much of the Penrose gas 

zone as we po s s i b l y can. 

Q. Mr. Jones, What i s shaded i n yelLow on t h i s 

e x h i b i t ? 

A. That i s the Penrose sand, p r o d u c t i v e sand. 

Q. And the red l i n e on each of the well s ? 

A. The red l i n e on the w e l l s e x h i b i t t he c u r r e n t 

producing i n t e r v a l . 

Q. I n your o p i n i o n , i s the e n t i r e p r o r a t i o n u n i t 

reasonably — or can i t be reasonably presumed 

p r o d u c t i v e of gas i n t h i s zone? 

A. Yes, s i r , i t i s . 

Q. And t h i s shows t h a t even w i t h t h a t as a f a c t , 

the best l o c a t i o n i s the proposed unorthodox l o c a t i o n ? 

A. Yes, i t i s . 

Q. Okay. Would you l i k e t o r e t u r n :o your seat, 

please? 

Could you now i d e n t i f y what has been marked 

as Chevron E x h i b i t Number 3? 

A. E x h i b i t 3 i s a p r o r a t i o n p l a t and a 

CUMBRE COURT REPORTING 
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p r o d u c t i o n p l a t of the e x i s t i n g p r o r a t i o n u n i t s 

immediately surrounding our proposal, o u t l i n e d i n 

y e l l o w as our proposed p r o r a t i o n u n i t . 

The s t a r i n d i c a t e s the p o s i t i o n of our 

proposed gas w e l l , and the other symbols, bhe a s t e r i s k s 

are e x i s t i n g gas w e l l s o f f s e t t i n g our acreage. 

Q. And t h i s p l a t shows t h e r e are otner 

nonstandard p r o r a t i o n u n i t s i n the Eumont, i n the area? 

A. Yes, i t does. 

Q. I n f a c t , there are no standard u n i t s i n t h a t 

area? 

A. There are no standard p r o r a t i o n i n i t s . 

Q. I t also shows there are other we Lis a t 

unorthodox w e l l l o c a t i o n s i n the Eumont? 

A. Yes, i t does. 

Q. What basic conclusions can you reach from 

your study of t h i s area? 

A. That the w e l l l o c a t i o n w i l l be gas-

p r o d u c t i v e , t h a t we are o f f s e t by numerous producing 

gas w e l l s . 

Q. I ' d l i k e t o hand you what has been marked f o r 

i d e n t i f i c a t i o n as Chevron E x h i b i t Number 4. I s t h a t an 

a f f i d a v i t from Campbell and Black c o n f i r m i n g t h a t 

n o t i c e of today's hearing has been provided as r e q u i r e d 

by the Rules of the D i v i s i o n ? 

CUMBRE COURT REPORTING 
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A. Yes, i t i s . 

Q. I n your o p i n i o n , w i l l g r a n t i n g t i i s 

A p p l i c a t i o n be i n the best i n t e r e s t s of conservation, 

the p r e v e n t i o n of waste, 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, i t does. 

Q. Were E x h i b i t s 1 through 3 prepared by you? 

A. Yes, they were. 

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

would move the admission of Chevron E x h i b i t s 1 through 

4. 

EXAMINER CATANACH: E x h i b i t s 1 through 4 w i l l 

be admitted as evidence. 

MR. CARR: That concludes my d i r e c t 

examination of Mr. Jones. 

EXAMINATION 

BY MR. CATANACH: 

Q. Mr. Jones, the 153 you s a i d was p r e v i o u s l y 

produced from the Eumont? 

A. Yes. 

Q. That's i n the east h a l f of the northeast 

quarter? 

A. That' s correct,. 

Q. And t h a t had dedicated t o i t 80 acres 

c o n s i s t i n g of the east h a l f of the northeast? 

CUMBRE COURT REPORTING 
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A. Yes, s i r , i t d i d . 

Q. And you say t h a t ' s now an i n j e c t i o n w e l l ? 

A. I t ' s an i n j e c t i o n w e l l i n t o the u n i t i z e d 

i n t e r v a l of the Penrose, Northwest Eumont Unit. 

Q. Now, the main gas-productive i n t e r v a l would 

be the Penrose; i s t h a t c o r r e c t ? 

A. I n t h i s l o c a t i o n , i t i s . 

But t here are also — There i s aLso 

p r o d u c t i v e pay i n the Yates and Seven Rivers. Amerada 

Hess's Weir Gas Com Number 4, d i r e c t o f f s e t t o t h e 

east, does produce from the Seven Rivers. 

Q. But your w e l l , your proposed welL, w i l l 

probably j u s t produce from the Penrose? 

A. We w i l l produce from a l l zones t h a t we f e e l 

are p r o d u c t i v e , based on formation e v a l u a t i o n . 

Q. Okay. As you go from east t o wei»t on your 

p r o r a t i o n u n i t , do you lose some gas-productive 

p o t e n t i a l i n the Penrose? 

A. You l i m i t the amount of pay t h a t i s a v a i l a b l e 

f o r you above the g a s - o i l contact as you move east t o 

west — 

Q. So you are — 

A. — i n the Penrose. 

Q. — l o s i n g some p o t e n t i a l gas production? 

A. That's c o r r e c t . 
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Q. The nonstandard u n i t , the l i n e d i r e c t l y t o 

the south of the proposed l o c a t i o n ? 

A. Yes, s i r , the Amerada. 

Q. Okay, t h a t ' s operated by Amerada? 

A. Yes, s i r . 

Q. That co n s i s t s of 160 acres? 

A. Yes, s i r , i t does. 

Q. Okay, I assume there i s no other Eumont 

pr o d u c t i o n i n the pror a t e d — i n the whole section? 

A. No, s i r , t h e r e i s not. 

Q. Do you f e e l l i k e there's any p o t e n t i a l f o r 

pr o d u c t i o n i n the remainder of t h a t section? 

A. Yes, s i r , we do, very much so. 

EXAMINER CATANACH: That's a l l t h e questions 

we have of the witness. 

Did you have anything? 

MR. CARR: We have nothing f u r t h e r i n t h i s 

case. 

EXAMINER CATANACH: Okay. 

(Off the record) 

EXAMINER CATANACH: The witness nay be 

excused, and there being nothing f u r t h e r i n t h i s case, 

Case 9948 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded 

a t 9:22 a.m.) 
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