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1 EXAMINER STOGNER: C a l l next case, No. 

2 10126, which i s the a p p l i c a t i o n of BHP Petroleum 

3 Americas, I n c . , f o r an unorthodox o i l w e l l l o c a t i o n , 

4 Lea County, New Mexico. 

5 C a l l f o r appearances. 

6 MR. BRUCE: Mr. Examiner, my name i s Jim 

7 Bruce from the H i n k l e Law Firm i n Albuquerque, 

8 r e p r e s e n t i n g the A p p l i c a n t . 

9 I have two wi t n e s s e s t o be sworn. 

10 EXAMINER STOGNER: Are t h e r e any o t h e r 

11 appearances i n t h i s case? 

12 W i l l the wi t n e s s e s please stand t o be 

13 sworn. 

14 RANDALL DAVIS 

15 the w i t n e s s h e r e i n , a f t e r having been f i r s t d u l y sworn 

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

17 EXAMINATION 

18 BY MR. BRUCE: 

19 Q. Would you please s t a t e your name and c i t y 

20 of residence? 

21 A. My name i s Randall D a v i s . I'm from 

22 Houston, Texas. 

23 Q. Who do you work f o r and i n what c a p a c i t y ? 

24 A. I'm the area land manager f o r BHP Petroleum 

25 (Americas) I n c . , i n the i n l a n d business u n i t . 
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1 Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e the 

2 D i v i s i o n as a petro l e u m landman? 

3 A. Yes, I have. 

4 Q. And your c r e d e n t i a l s were accepted as a 

5 matter of record? 

6 A. Yes, they were. 

7 Q. Are you f a m i l i a r w i t h the land m a t t e r s 

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

9 A. Yes, I am. 

10 MR. BRUCE: Mr. Examiner, are the w i t n e s s ' 

11 q u a l i f i c a t i o n s acceptable? 

12 EXAMINER STOGNER: They a r e . 

13 Q. Mr. Dav i s , would you s t a t e b r i e f l y what BHP 

14 seeks i n t h i s case? 

15 A. Yes. BHP Petroleum (Americas) I n c . , i s 

16 seeking a p p r o v a l f o r an unorthodox o i l w e l l l o c a t i o n 

17 f o r i t s proposed Kimbrough S t a t e No. 1 w e l l . The w e l l 

18 w i l l be l o c a t e d 1250 f e e t from t h e south l i n e and 1725 

19 f e e t from the east l i n e of S e c t i o n 20, Township 17 

20 South, Range 37 East i n Lea County. 

21 Q. And t o what depth w i t h the w e l l be d r i l l e d ? 

22 A. BHP w i l l be d r i l l i n g the w e l l t o an 

23 approximate depth of 11,200 f e e t t o t e s t the Strawn 

24 f o r m a t i o n . 

25 Q. What i s the spacing f o r t h e Strawn 
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1 f o r m a t i o n i n t h i s s e c t i o n ? 

2 A. C u r r e n t l y t h e r e are no f i e l d r u l e s i n t h i s 

3 area, so the spacing i s under s t a t e - w i d e spacing of 40 

4 acre s , so the u n i t t h a t w i l l make up the w e l l w i l l 

5 comprise the southwest q u a r t e r of the southeast 

6 q u a r t e r of S e c t i o n 20. 

7 Q. Would you please r e f e r t o E x h i b i t No. 1 and 

8 d e s c r i b e i t s c o n t e n t s . 

9 A. Yes. This i s a land p l a t of the proposed 

10 area and i t shows the proposed w e l l w i t h an arrow and 

11 a c i r c l e . The y e l l o w on the land p l a t i s the acreage 

12 t h a t i s c u r r e n t l y owned by BHP. 

13 Q. I n which d i r e c t i o n or d i r e c t i o n s i s t h e 

14 w e l l unorthodox? 

15 A. The w e l l i s unorthodox o n l y t o the n o r t h . 

16 Q. Okay. Although the w e l l i s not unorthodox 

17 t o the west, who i s the o p e r a t o r of the southwest 

18 q u a r t e r ? 

19 A. The southwest q u a r t e r i s leased by Chevron, 

20 and we have g i v e n Chevron n o t i c e both i n t h e i r Houston 

21 and t h e i r Midland o f f i c e s . 

22 Q. I s a copy of t h i s n o t i c e submitted as 

23 E x h i b i t No. 2? 

24 A. Yes, i t i s . 

25 Q. I s t h a t a copy of th e A f f i d a v i t of Notice 
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1 pr epa red by my o f f i c e ? 

2 A . Yes , i t i s . 

3 Q. I s t h e s o u t h e a s t q u a r t e r of S e c t i o n 21 

4 l e a s e d ? 

5 A . Yes, i t i s . I t i s S t a t e Lease V-2526, and 

6 t h a t ' s a l e a s e t h a t was d a t e d F e b r u a r y 1 , 1988 and 

7 i s s u e d t o BHP P e t r o l e u m ( A m e r i c a s ) , I n c • 

8 Q • And t h e r e f o r e , t h e o w n e r s h i p i n a l l of t h e 

9 s o u t h e a s t q u a r t e r i s common, i s i t n o t ? 

10 A . Yes , i t i s . 

11 Q. I n your o p i n i o n , s h o u l d t h i s a p p l i c a t i o n be 

12 g r a n t e d w i t h o u t a p e n a l t y ? 

13 A . I b e l i e v e s o , because we a r e o n l y mov i n g i n 

14 a d i r e c t i o n t o w a r d o u r s e l v e s and we're n o t a f f e c t i n g 

15 anyone e l s e ' s c o r r e l a t i v e r i g h t s . 

16 Q. Were E x h i b i t s 1 and 2 p r e p a r e d by you or 

17 c o m p i l e d f r o m company r e c o r d s ? 

18 A . Yes, t h e y we r e . 

19 Q. And, i n your o p i n i o n , w i l l t h e g r a n t i n g of 

20 t h i s a p p l i c a t i o n be i n t h e i n t e r e s t s of c o n s e r v a t i o n 

21 and t h e p r e v e n t i o n of waste? 

22 A . Yes, i t w i l l . 

23 MR. BRUCE: Mr. E x a m i n e r , I move t h e 

24 a d m i s s i o n of E x h i b i t s 1 and 2. 

25 EXAMINER STOGNER: E x h i b i t s 1 and 2 w i l l be 

CUMBRE COURT REPORTING 
(505) 984-2244 



7 

1 a d m i t t e d i n t o e v i d e n c e . 

2 EXAMINATION 

3 BY EXAMINER STOGNER: 

4 Q. Mr. D a v i s , r e f e r r i n g t o E x h i b i t 1 , t h e 

5 n o r t h h a l f o f S e c t i o n 29, shows t o be l e a s e d t o 

6 C h e v r o n , i s t h a t c o r r e c t ? 

7 A. T h a t ' s c o r r e c t . From t h e b e s t of my 

8 i n f o r m a t i o n i n h a v i n g r e c e n t l y spoken w i t h C h e v r o n , 

9 I'm more f a m i l i a r w i t h t h e n o r t h e a s t q u a r t e r of 29, 

10 and I am c e r t a i n t h a t i s l e a s e d t o C h e v r o n . 

11 Q. So, i n e s s e n c e , e i t h e r BHP o f f s e t s i t s e l f 

12 around t h e 4 0 - a c r e p r o r a t i o n u n i t , o r Chevron o f f s e t s 

13 a l l t h e way a r o u n d , i s t h a t c o r r e c t ? 

14 A. T h a t ' s c o r r e c t . 

15 EXAMINER STOGNER: No f u r t h e r q u e s t i o n s of 

16 Mr. D a v i s . He may be ex c u s e d . 

17 MR. BRUCE: C a l l Mr. M o r r i s . 

18 WILLIAM J . MORRIS 

19 t h e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t d u l y sworn 

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

21 EXAMINATION 

22 BY MR. BRUCE: 

23 Q. Would you p l e a s e s t a t e y o u r f u l l name and 

24 c i t y of r e s i d e n c e ? 

25 A. I am W i l l i a m J. M o r r i s . I r e s i d e i n 
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1 Hou s t o n , Texas . 

2 Q. Who i s your employer? 

3 A. BHP Petroleum. 

4 Q. I n what c a p a c i t y are you employed? 

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

6 Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e the 

7 OCD as a g e o l o g i s t and were your c r e d e n t i a l s accepted 

8 by the OCD? 

9 A. Yes, I have. 

10 Q. Are you f a m i l i a r w i t h the g e o l o g i c a l 

11 m a t t e r s i n v o l v e d i n t h i s case? 

12 A. Y e s , I am. 

13 MR. BRUCE: Mr. Examiner, i s t h e w i t n e s s 

14 acceptable? 

15 EXAMINER STOGNER: He i s . 

16 Q. R e f e r r i n g t o E x h i b i t No. 3, Mr. M o r r i s , 

17 would you please d e s c r i b e i t s c o n t e n t s f o r t h e 

18 Examiner? 

19 A. E x h i b i t 3 i s a Strawn s t r u c t u r e map i n t h e 

20 area of i n t e r e s t . The acreage c o l o r e d y e l l o w i s t he 

21 same acreage t h a t was presented i n E x h i b i t No. 1, w i t h 

22 a l i t t l e dot i n t h a t q u a r t e r s e c t i o n , t h a t southeast 

23 q u a r t e r S e c t i o n 20, as r e p r e s e n t i n g the proposed 

24 l o c a t i o n . 

25 The gr e e n - c o l o r e d areas are where the 
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1 Strawn f o r m a t i o n i s p r o d u c t i v e i n the two n e i g h b o r i n g 

2 t o w n s h i p s , and i t c l e a r l y shows t h a t our l o c a t i o n i s 

3 over a m i l e from the nearest p r o d u c t i o n . 

4 Q. Would you move on t o E x h i b i t No. 4 and 

5 f u r t h e r d e s c r i b e the prospect? 

6 A. Okay. This i s a d e t a i l e d s t r u c t u r e map 

7 t h a t uses a l l of the seismic c o n t r o l t h a t BHP has i n 

8 t h i s area. Again, BHP's acreage i s c o l o r e d i n y e l l o w 

9 w i t h the areas t h a t we b e l i e v e i t t o be p r o s p e c t i v e 

10 based on i n t e r p r e t a t i o n from t h e seismi c d a t a , which 

11 i s shown i n green. 

12 The proposed l o c a t i o n i s shown w i t h an 

13 orange arrow and i t f a l l s on the p r o p r i e t a r y seismic 

14 l i n e t h a t BHP sh o t . And t h a t ' s why we've proposed 

15 t h a t as an unorthodox l o c a t i o n . 

16 Q. Do you b e l i e v e by d r i l l i n g at t h i s l o c a t i o n 

17 t h a t you would be more l i k e l y t o h i t a t h i c k e r area of 

18 p o r o s i t y ? 

19 A. R i g h t . From E x h i b i t 3, c o v e r i n g t h a t area, 

20 BHP has pr o b a b l y 200 m i l e s of seismic data so we have 

21 a good model of what the Strawn p r o d u c t i o n l o o k s l i k e 

22 on the seismic d a t a . Shot p o i n t 1-80 on Kimbrough 

23 Line 1 , best f i t s the model t h a t we have developed 

24 from the o t h e r producing areas, and t h a t ' s why we 

25 would l i k e t o get t h a t l o c a t i o n approved. 
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1 Q. I n your o p i n i o n , should t h i s a p p l i c a t i o n be 

2 granted w i t h o u t a p e n a l t y ? 

3 A. A b s o l u t e l y . 

4 Q. I n your o p i n i o n , i s the g r a n t i n g of t h i s 

5 a p p l i c a t i o n i n the i n t e r e s t s of c o n s e r v a t i o n and t h e 

6 p r e v e n t i o n of waste? 

7 A. Yes, i t i s . 

8 Q. Were E x h i b i t s 3 and 4 prepared by you or 

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

10 A. Yes, they were. 

11 MR. BRUCE: Mr. Examiner, I move the 

12 admission of E x h i b i t s 3 and 4. 

13 EXAMINER STOGNER: E x h i b i t s 3 and 4 w i l l be 

14 ad m i t t e d i n t o evidence. 

15 EXAMINATION 

16 BY EXAMINER STOGNER: 

17 Q. R e f e r r i n g t o E x h i b i t No. 3, Mr. M o r r i s , you 

18 show l i t t l e green areas and you show Strawn 

19 p r o d u c t i o n . What k i n d of p r o d u c t i o n ? What are these? 

20 A. O i l pools? I s t h a t what you're i n t e r e s t e d 

21 in? The one i n Se c t i o n 8 t o the n o r t h i s the midway 

22 Strawn p o o l . 

23 Q. I'm t a l k i n g a b o u t - - i t looks l i k e you've got 

24 l i t t l e pods or something. 

25 A. We've i n t e r p r e t e d these t o be carbonate 
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1 a l g a l mounds t h a t are r e l a t i v e l y s m a l l i n scope and 

2 s t u f f , and they are b u i l d u p s of o r g a n i c m a t e r i a l i n 

3 s m a l l , r e l a t i v e l y c i r c u l a r or oblong areas. 

4 Q. R e f e r r i n g t o E x h i b i t 4, i s t h a t what you're 

5 showing here w i t h the green shaded area? 

6 A. E x a c t l y . That's where we t h i n k , based on 

7 the seismic d a t a , where the a l g a l mounds should be 

8 p r e s e n t . I t ' s a change i n t h e ampl i t u d e and the 

9 seismic event at the Strawn h o r i z o n t h r o u g h t h a t area. 

10 Q. I n l o o k i n g at t h i s , i t l o o k s l i k e a 

11 standard o i l w e l l l o c a t i o n would put you i n the same 

12 g e n e r a l area, I'm t a l k i n g 1980 from the east and 660 

13 from the s o u t h . How does t h i s unorthodox l o c a t i o n — 

14 A. The problem i s , these t h i n g s are r e l a t i v e l y 

15 small and i l l u s i v e . I f you look t h r o u g h o u t t h e area 

16 i n E x h i b i t 3, you can see t h a t many of these pods are 

17 o f f s e t one l o c a t i o n away by a dry h o l e . 

18 We've p a r t i c i p a t e d i n s e v e r a l w e l l s i n t h i s 

19 area, and i t ' s easy t o get a dry hole i f you're j u s t a 

20 l i t t l e ways o f f of the seismic d a t a , and we would 

21 p r e f e r t o be as clos e as p o s s i b l e t o the s e i s m i c . 

22 Q. Now, the seismic l i n e s i n which you show on 

23 E x h i b i t 4, are these BHP seismic l i n e s , or are they 

24 purchased, or — 

25 A. Most of them are purchased. We have two 
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1 l i n e s t h a t we s h o t t h a t appear on t h a t map. 

2 Q. Which a r e t h o s e ? 

3 A. The K i m b r o u g h L i n e 1 , w h i c h i s a 

4 n o r t h w e s t / s o u t h e a s t l i n e t h a t goes t h r o u g h t h e 

5 pr o p o s e d l o c a t i o n . T h a t i s t h e l i n e t h a t we f i n d t h e 

6 b e s t anomaly. The o t h e r l i n e e x t e n d s down f r o m 

7 S e c t i o n 32 up t h r o u g h S e c t i o n 28, and t h a t ' s our 

8 Kim b r o u g h L i n e 2. You can see t h e "Kimbrough L i n e 2" 

9 w r i t t e n down i n t h e l o w e r p a r t o f - -

10 Q. I n t h e m i d d l e of S e c t i o n 32? 

11 A. R i g h t . Those a r e t h e o n l y two p r o p r i e t a r y 

12 l i n e s t h a t we have on t h i s map. 

13 Q. So, s t r i c t l y f r o m t h i s g e o p h y s i c a l e v i d e n c e 

14 or g e o p h y s i c a l i n t e r p r e t a t i o n , t h i s a l g a l mound t h a t 

15 you show i n S e c t i o n 20, and you wou l d l i k e t o , 

16 e s s e n t i a l l y , t r y t o g e t i n t h e m i d d l e of i t ? 

17 A. Yeah. I f you l o o k t o t h e west t h e r e , t h e r e 

18 r e a l l y i s n o t a whole l o t of s e i s m i c c o n t r o l t o 

19 c o n f i r m how f a r t h a t t h i n g goes o v e r t h e r e . T h a t ' s an 

20 i n t e r p r e t a t i o n . We've used t h i s map t o t r y and s e l l 

21 an i n t e r e s t i n our p r o s p e c t t o t h e i n d u s t r y , so we've 

22 t r i e d t o make i t as o p t i m i s t i c as p o s s i b l e . 

23 Q. When do you p l a n t o d r i l l t h i s w e l l ? 

24 A. I t h i n k r i g h t now we're s c h e d u l e d t o go i n 

25 mid-December. 
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1 Q. Does BHP have any p r o d u c i n g w e l l s i n t h e 

2 area shaded i n g r e e n on E x h i b i t 3? 

3 A. Yes. I n S e c t i o n 10 of 16 S o u t h , 37 E a s t , 

4 t h e r e ' s a w e l l up i n t h e n o r t h e a s t q u a r t e r . T h a t ' s 

5 our S o u t h e a s t Dean w e l l t h a t we d r i l l e d a bout t h r e e 

6 y e a r s ago, I b e l i e v e . And we have an i n t e r e s t i n a 

7 w e l l i n S e c t i o n 29 t h a t T i p e r a r y o p e r a t e s . 

8 Q. I s t h a t S e c t i o n 29 of 16/37? 

9 A. R i g h t , 16/37, and i t ' s t h e s o u t h e r n m o s t 

10 w e l l i n t h a t s e c t i o n . I t ' s g o t a minus 7244 on i t . 

11 Q. Okay. 

12 A. There a r e two w e l l s i m m e d i a t e l y t o t h e west 

13 i n S e c t i o n 30, two d r y h o l e s . 

14 Q. Do you have i n t e r e s t i n t h o s e ? 

15 A. We p a r t i c i p a t e d i n t h o s e . We d r i l l e d t h e 

16 f i r s t w e l l , we s i d e t r a c k e d i t t r y i n g t o g e t i n t o t h e 

17 r e s e r v o i r , and we m i s s e d . And we have a s e i s m i c l i n e 

18 t h a t goes r i g h t up t h a t s e c t i o n l i n e . You need t o , 

19 b e i n g r i g h t on t h e s e i s m i c can be c r u c i a l , and I t h i n k 

20 many o t h e r o p e r a t o r s have f o u n d t h a t o ut i n t h i s a r e a . 

21 Q. There appear t o be d r y h o l e s , one i n t h e 

22 n o r t h e a s t q u a r t e r of S e c t i o n 20 and one i n t h e 

23 n o r t h w e s t q u a r t e r of 29. D i d t h o s e p e n e t r a t e t h e 

24 Strawn? 

25 A. No. Those wer e , I b e l i e v e , Bone S p r i n g 
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1 t e s t s . The c l o s e s t w e l l s t h a t p e n e t r a t e d t h e Strawn 

2 would be i n S e c t i o n 27 and S e c t i o n 16. 

3 Q. S e c t i o n 16 b e i n g a d r y h o l e ? 

4 A. R i g h t . B o t h of t h o s e w e l l s were d r y 

5 h o l e s . The l o g s f o r t h o s e w e l l s show up on E x h i b i t 4, 

6 w i t h an a r r o w p o i n t i n g t o t h e i r l o c a t i o n . 

7 Q. I n S e c t i o n 2 7, t h e r e ' s a w e l l i n t h e w e s t 

8 h a l f . D i d t h a t p e n e t r a t e t h e Strawn? 

9 A. Yeah, t h a t ' s t h e w e l l t h a t ' s on t h e l o w e r 

10 p a r t t h e r e . You can see how d i r t y t h a t gamma r a y 

11 reads on t h e r e , and t h a t w ould t e l l us t h a t we're i n a 

12 f l a g or mudstone f a c i e s , t h a t we're n o t i n t o t h e 

13 c l e a n , a l g a l mound c a r b o n a t e . 

14 Q. Does t h e a l g a l mound c a r b o n a t e s e c t i o n show 

15 up i n t h e l o g f o r t h e S t a t e 16 No. 1? 

16 A. No. I b e l i e v e t h a t , a g a i n , i s g o i n g t o be 

17 i n t h e mudstone s e c t i o n . There i s a c l e a n e r s e c t i o n 

18 r i g h t a t t h e t o p and I b e l i e v e t h a t w o u l d be a g r a i n 

19 s t o n e , and t h a t ' s n o t t h e same f a c i e s t h a t we're 

2 0 l o o k i n g f o r . 

21 Q. Most of t h e Strawn p r o d u c t i o n , i f n o t a l l , 

22 i s spaced on 80 a c r e s , i s t h a t c o r r e c t ? 

23 A. Tha t i s c o r r e c t . 

24 Q. And I'm r e f e r r i n g a g a i n t o E x h i b i t 3? 

2 5 A. Urn-hm. 
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1 Q. Would i t be BHP's p l a n s t o come i n and 

2 p o s s i b l y seek 8 0 - a c r e s p a c i n g i f t h i s w e l l i s i n d e e d 

3 c o m m e r c i a l and p r o d u c t i v e ? 

4 A. I b e l i e v e s o , y e s . I t w o u l d f i t i n w i t h 

5 t h e o t h e r f i e l d s . 

6 EXAMINER STOGNER: Okay. I have no o t h e r 

7 q u e s t i o n s of Mr. M o r r i s . 

8 Are t h e r e any o t h e r q u e s t i o n s of t h i s 

9 w i t n e s s ? You may be e x c u s e d . 

10 M r . B r u c e ? 

11 MR. BRUCE: I have n o t h i n g f u r t h e r i n t h i s 

12 m a t t e r . 

13 EXAMINER STOGNER: Does anybody e l s e have 

14 a n y t h i n g f u r t h e r i n Case No. 10126? I f n o t , 

15 u n f o r t u n a t e l y , t h i s case w i l l have t o be c o n t i n u e d t o 

16 t h e Examiner's H e a r i n g s c h e d u l e d f o r O c t o b e r 3 1 s t , a t 

17 w h i c h t i m e i t w i l l be t a k e n under a d v i s e m e n t . 

18 W i t h t h a t , t h i s h e a r i n g i s a d j o u r n e d . 

19 ( T h e r e u p o n , t h e p r o c e e d i n g s c o n c l u d e d . ) 

20 

21 

22 

23 

24 

25 
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1 C E R T I F I C A T E OF REPORTER 

2 

3 STATE OF NEW MEXICO 
) s S . 

4 COUNTY OF SANTA FE 

5 

6 I , C a r l a D iane R o d r i g u e z , C e r t i f i e d 

7 S h o r t h a n d R e p o r t e r and N o t a r y P u b l i c , HEREBY CERTIFY 

8 t h a t t h e f o r e g o i n g t r a n s c r i p t of p r o c e e d i n g s b e f o r e 

9 t h e O i l C o n s e r v a t i o n D i v i s i o n was r e p o r t e d by me; t h a t 

10 I caused my n o t e s t o be t r a n s c r i b e d under my p e r s o n a l 

11 s u p e r v i s i o n ; and t h a t t h e f o r e g o i n g i s a t r u e and 

12 a c c u r a t e r e c o r d of t h e p r o c e e d i n g s . 

13 I FURTHER CERTIFY t h a t I am n o t a r e l a t i v e 

14 or employee of any of t h e p a r t i e s o r a t t o r n e y s 

15 i n v o l v e d i n t h i s m a t t e r and t h a t I have no p e r s o n a l 

16 i n t e r e s t i n t h e f i n a l d i s p o s i t i o n of t h i s m a t t e r . 

17 WITNESS MY HAND AND SEAL O c t o b e r 17, 1990. 

19 

18 

CSR No. 91 
20 

21 My comm i s s i o n e x p i r e s : May 25, 1991 

22 

25 

23 

2 4 
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