NEW MEXICO ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

July 28, 1995

Chevron U.S.A. Inc.
P.O. Box 1150
Midland, Texas 79702

Attention: Dave Rittersbacher

Re:  Administrative Application for directional drilling, an
unorthodox bottomhole oil well location, and a non-
standard oil proration unit; Lea "YL" State Well No. 2
(API No. 30-025-31005) located 2230°FSL - 2310’FEL
(Unit J) of Section 2, Township 17 South, Range 37 East,
NMPM, Shipp-Strawn Pool, Lea County, New Mexico.

Dear Mr. Rittersbacher:

It has been determined subsequent to our initial evaluation of your application dated July
5, 1995 (received by the Division on July 12, 1995) that the provisions of the "Special Rules and
Regulations for the Shipp-Strawn Pool", as promulgated by Division Order No. R-8062, as
amended, does not permit the Division to process the subject application administratively since
the proposed acreage dedication crosses over into two quarter sections, see RULES 2 and 3.

This application will be placed on the next available Examiners Hearing docket scheduled
for August 24, 1995. Further, you as applicant must provide adequate notice of this matter
pursuant to all applicable provisions of Division General Rule 1207.A.

Sincerely,

-

Michael E. Stogner
Chief Hearing Examiner/Engineer

cc: Oil Conservation Division - Hobbs
New Mexico State Land Office - Santa Fe
William J. LeMay, Director - OCD, Santa Fe

OFFICE OF THE SECRETARY - P. O. BOX 6429 - SANTA FE, NM 87505-6429 - (505) B27-5950
ADMINISTRATIVE SERVICES DIVISION - P. O. BOX 6429 - SANTA FE, NM 875056429 - (505) 827-5925
ENERCY CONSERVATION AND MANAGEMENT DIVISION - P.O.BOX 6429 - SANTA FE, NM 875056429 - (505) 827-5900
FORESTRY AND RESOURCES CONSERVATION DIVISION - P. 0. BOX 1948 - SANTA £, NM 87504-1948 - (505) 827-5830
MINING AND MINERALS DIVISION - P. 0. BOX 6429 - SANTA Ft, NM 875056429 - (505) 827-5970
OIL CONSERVATION DIVISION - P. 0. BOX 6429 - SANTA FE, NM 875056429 - (505) 827-7131
PARK AND RECREATION DIVISION - P. O. BOX 1147 - SANTA #t, NM 87504-1147 - (505) B27-7465



_Chevron

July 5, 1995 7
Midland, Texas B R Y 4
Administrative Application for Non-Standard Well Location .
i . . h A,
and Non-S ; d Proration Unit go%r;(n ]l]lf.)g A. Production Company
Shipp Strawn Qil Pool Midland, TX 739702

Lea “YL” State #2 Sidetrack
2600° FNL 1700’ FEL
Section 2, T17S, R37E

Lea County, New Mexico

L/' {—,/yhlf

State of New Mexico Kot
NS
Energy, Minerals, & Natural Resources Department /77 au// 2, 4

Qil Conservation Division .
P.0. Box 2088 //,mJA “ ¥y, Mezr
Santa Fe, New Mexico 87504

Attn: Mr. William J. LeMay - Director /130G 7
Dear Mr. Lemay:

Chevron U.S.A. proposes to sidetrack the Lea “YL” State #2 to a non-standard location in the Shipp Strawn Oil
Pool. The location of the original well bore is 2230° FSL 2310° FEL and the sidetrack bottom-hole location will be
within a 50’ radius of 2600° FNL 1700’ FEL in Section 2, T17S, R37E, Lea County, N M. The original Lea “YL”
State #2 well is currently shut-in. The proposed 80 acre non-standard proration unit for this well would comprise
the SW/4 NE/4 and NW/4 SE/4 of Section 2. Administrative approval of this non-standard location and non-
standard proration unit is requested.

Field rules for Shipp Strawn require 80 acre spacing and standard well locations to be within 150’ of the center of
a quarter-quarter section. A non-standard location was based on seismic analysis that showed the target Strawn
limestone algal-mound reservoir was located north and east of the existing Lea “YL” State #2. The seismic data
show that a commercial well is unlikely at a standard location. The proposed location is non-standard with respect
to the east line, and the working interest owners to the east, Conoco and Bechtel, have provided waiver letters that
are attached. The proposed location is also non-standard with respect to the north line that impacts only 100%
Chevron leasehold. Field rules call for 80 acre proration units to be the N/2, §/2, E/2, or W/2 of a quarter section.
The proposed proration unit for the Lea “YL” #2 sidetrack will consist of 100% Chevron leasehold in the SW/4
NE/4 and NW/4 SE/4 of Section 2. This proration unit was chosen because the well location lies very close to the
boundary between the SW/NE and NW/SE quarter-quarter sections.

A copy of this administrative application was provided to our offsct operators via Certified Mail. Attached is a
map and a form C-102 plat illustrating the proration unit acreage and well location. Also included is a copy of the
letter sent to our offset operators.

If you have any questions, or if you require further information, please contact Dave Rittersbacher at (915)
687-7114.

Sincerely,

Dave Rittersbacher

Senior Geologist

New Mexico Area

c¢: NMOCD - Hobbs, New Mexico

u:\gp_nmthobbs_mo'\shipp\projects\yl2 nsl.doc
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T _ State of New Mexico T
Qﬂ"' ' ( MMMMNMRMJ Jartment mll?-a

ol Scope OIL CONSERVATION DIVISION

D o, Hokn, N 85240 P.O. Box 2088

125630

P.O. Deawer DD, Artesia, NM u"uo

1000 Rio Beazos Rd., Azec, NM $7410

Santa Fe, New Mexico 87504-2088

WELL LOCATION AND ACREAGE DEDICATION PLAT
Al Distances must be from the outer boundaries of the seclion

Uﬁl Laase
CHEVRON USA, INC. Lea YL State 2
Unit Latier Section Towsship Raage Cousty
J 2 17 South 37 East - Lea
Actusl Footags Location of Well:
2230 Mﬁmﬂ- South line and 2310 foet fromthe LASC line
3757.9 &A@M Shipp/ Steaws n) O e

1. Oucline the acreage dedicated 1o the subject well by colored peacil or hachure marks os the plat beiow.
2. If more tham one leass is dedicated 10 % well, outline ench aad identify the ownership thereof (both as t0 working interest and royaity).

3.Hmhwhdﬁm%h%whﬂhhh«dmmmmbymm
unitization, force-pooling, etc.?

"[O Yes ] N I answer is "yes” type of comsolidation

If answer is “po” list the owners aad tract descriptions which have actually beea consolidated. (Unmnkd‘

this form if aecoessary.

No allowable will be assigned to the well until all interests have besa coasolidated (by commumitization, unitization, forced-pooling, or atherwise)

or until 2 son-standard unit, eliminating such intesest, has boen approved by the Division.

OPERATOR CERTIFICATION -

CURRENT

Compazy !
Q\r\eutor\ LA The

Gliolge
SURVEYOR CERTIFICATION

¥

R s

RONALD J EIDSON, 3239

I i
30 66 %0 126 165 1990 2310 2640




State of New Mexico Form C-102

o Bax ‘A’u. Hobbe. NM $3241- 999 Esergy. Yiseras & Noliru Rmources Ueoartment Revisea February 10, 1994
District I lostrucuons on back
p0O Drawer DD. Artema. NM 822114719 OIL CONSERVATION DIVISION Submit 1o Appropriate District Office
Distriat (I PO Box 2088 State Leass - 4 Copies
1008 Rie Brams Rd.. Azec. NM $7410 Santa Fe, NM 87504-2088 Fee Lease - 3 Copies
District TV
PO Box 2088, Sasta Fe. NM §7504-3088 [C] AMENDED REPORT
WELL LOCATION AND ACREAGE DEDICATION PLAT
" API Number . ! Poot Code * Pool Name
230 - Q25- 31005 _ _SHIPP  STRAWN
* Property Cede W y "an.‘::— ' Well Nomber
LEA 'YL STATE R
' OGRID Ne. ! Opsrmtor Name ' Elavating
CHEVRON UsA TNC 3757.9
i* Surface Location
ULorietae. | Sectien | Towmeaip | Rasge Lot lda Fost frem we Nort/Seews &ne Fomt from e East/Want Ane Cosaty
J 2 11758137k 12230 | souTtH | 2310 | EAST | EDDY
' Bottom Hole Locanon if Different From Surrace
UL or iot me. Sectisa | Township Rasge Lot ida Femt from the North/Seush ine Fem (rem e East/Went line County
G Z | IMs |37E 2600 NORTH | |700 EAST DDY
" Dexdicz & Acres} *? Joist or iafill | '* Consetidatien Cede | '* Order Ne.

NO A:.LOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

7 OPERATOR CERTIFICATION
1 havairy corsfy s e informanen consmnss heren «
us and compiele -uhqd-yw-dw

s

Sigaatnre .

Dave Rittersbackhe,
PFristes Neme
_Sv. éeo\og'\sf

Title
Gz /45
Dets

“SURVEYOR CERTIFICATION

{ Aereby cernsy thai the weil locanen shown en s piss
was piosied from faid ases of acaual surveys made by
ME OF URdar Y SUPIFRASR, and Vst NS SEME i Fus
and correct 10 ihs bass of my belisf.

Date of Survey
1] Sgnamure and Seal of Profeasionad Susveyer:




OFFSET OPERATORS
PROPOSED LEA “YL” STATE #2 SIDETRACK

Conoco Inc.
10 Desta Drive
Suite 100W
Midland, Texas
79705

Texaco Inc.
P.O.Box 3109
Midland, Texas

79702

Bechtel Energy Resources Corp.
5555 San Felipe
Suite 600
Houston, Texas
77056

Mallon Oil Company
1099 18th Street
Suite 2750
Denver, Colorado
80202

Middle Bay Oil Compnay
P.O. Box 390
Mobile, Alabama
36601
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Permian Basin

RECEIVED

Chevron US.A. Production Company CONOCO, INC.

A Division of Chevron U.S.A. Inc. JUN 1 2 1995
P0O. Box 1150, Midland, TX 79702 e Phane (315} 687-7731

16 Smuth Road, Midiand, TX 73705 » Fax (915) 687-7448 MND DEPT
L

Land Division June 12, 1995
Shipp Prospect
Section 2, T-17-S, R-37-E,
Lea County, New Mexico
Conoco Inc.
10 Desta Drive, Suite 100W (0 2
Midland, Texas 79705-4500 / il 7
Attention: M. J. Johnson ( C\/%Q
Gentlemen:

Chevron U. S. A. Production Company plans to drill a Strawn well located 1700’ from
the East Lease Line and 2600° from the North Lease Line of Chevron’s lease covering,
among other lands, the W/2SE/4 and SW/4NE/4 of Section 2, T-17-S, R-37-E, Lea
County, New Mexico, as further described on the plat attached hereto as Exhibit “A”.

Conoco has a leasehold interest in the lease offsetting Chevron’s lease, covering Lots 1
and 2, SE/4NE/4, and the E/2SE/4 of Section 2, T-17-S, R-37-E, Lea County, New
Mexico.

In anticipation of Chevron drilling the above described well, Conoco Inc. hereby agrees
that it will not oppose Chevron as to the location of the well in regard to its proximity to
the vertical lease line that separates the Chevron and Conoco leases.

Should Conoco wish to drill a well offsetting Chevron’s lease, Chevron hereby agrees not
to oppose a well being located at a like distance from the vertical lease line that separates
the Chevron and Conoco leases.

Agreement and acceptance of the above is indicated by the parties’ signature below.

Conoco Inc. Chevron U.S.A. Production

Company, a Division of Chevron
U.S.A. Inc.

~ Pepid Lasdorins.

Title:



Exhibit “A”
Attached hereto and made a part of that certain Letter Agreement dated
June 12, 1995 by and between Chevron U.S.A. Production Company and
Conoco Inc.

STATE "2"

1

12027

TJR

PROPOSED
LEA "YL" #2

ATE "3" 1700' FEL

STATE MTS "X"

ATE

Chevron USA

Shipp Strawn
Proposed Lea "YL" #2 Sidetrack
Sec. 2-T17S-R37E, Lea Co., N.M.

Dave Rittersbacher 06/12/95

Scale 1:12000.
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Permian Basin
Land Division

Chevron U.S.A. Production Company
A Division of Chevren U.S.A. Ine.

P0. Box 1150, Midland, TX 79702 @ Phane {315) 687-7781
16 Smith Road, Midland. TX 75705 « Fax (315) 687-7448

June 15, 1995

Shipp Prospect
Section 2, T-17-S, R-37-E,
Lea County, New Mexico

Bechtel Energy Resources Corp.
5555 San Felipe, Suite 600
Houston, Texas 77056

Attention: Don Williamson
Gentlemen:

Chevron U. S. A. Production Company plans to drill a Strawn well located 1700’ from
the East Lease Line and 2600’ from the North Lease Line of Chevron’s lease covering,
among other lands, the W/2SE/4 and SW/4NE/4 of Section 2, T-17-S, R-37-E, Lea
County, New Mexico, as further described on the plat attached hereto as Exhibit “A”.

Bechtel Energy Resources Corp. has a leasehold interest in the lease offsetting Chevron’s
lease, covering Lots 1 and 2, SE/4NE/4, and the E/2SE/4 of Section 2, T-17-S, R-37-E,
Lea County, New Mexico.

In anticipation of Chevron drilling the above described well, Bechtel hereby agrees that it
will not oppose Chevron as to the location of the well in regard to its proximity to the
vertical lease line that separates the Chevron and Bechtel leases.

Should Bechtel wish to drill a2 well offsetting Chevron’s lease, ("hevron heréby agrees not
to oppose a well being located at a iike distance from the vertical lease line that separates

the Chevron and Bechtel leases.

Agreement and acceptance of the above is indicated by the parties’ signature below.

Bechtel Energy Resources Corp. Chevron U.S.A. Production
Company, a Division of Chevron
U.S.A. Inc.




Exhibit “A”
Attached hereto and made a part of that certain Letter Agreement dated
June 15, 1995 by and between Chevron U.S.A. Production Company and

Bechtel Energy Resources Corp.

STATE "2"

o

12027

PROPOSED
LEA "YL" #2

BHL
2600' FNL

ATE "3" 1700' FEL

STATE MTS "X"

ATE

= "MTS" 1

11835
11980

Chevron USA

Shipp Strawn
Proposed Lea "YL" #2 Sidetrack
Sec. 2-T17S-R37E, Lea Co., N.M.

Dave Rittersbacher 06/12/95

Scale 1:12000.




& Chevron

July 5, 1995
Midland, Texas

Chevron U.S.A. Production Company
P0. Box 1150
Midland, TX 79702

Administrative Application for Non-Standard Location
and Non-Standard Proration Unit

Shipp Strawn Oil Pool

Lea “YL” State #2 Sidetrack

2600’ FNL 1700’ FEL

Section 2, T17S, R37E

Lea County, New Mexico

Conoco Inc.
10 Desta Drive, Suite 100W
Midland, Texas 79705

Dear Sir:

Please find attached a copy of Chevron USA’s application to the New Mexico Qil Conservation
Division for a non-standard location and non-standard proration unit for the proposed Lea “YL”
State #2 sidetrack well, 2600’ FNL 1700° FWL, Section 2, T17S, R37E, Shipp Strawn Pool, Lea
County, New Mexico. Chevron proposes to sidetrack the existing Lea “YL” State #2 well
currently located at 2230’ FSL and 2310’ FEL to the bottom hole location described above. The
proposed non-standard proration unit is 80 acres comprising the SW/4 NE/4 and NW/4 SE/4 of
Section 2, T17S, R37E.

If you have any questions or require further information, please call Dave Rittersbacher at (915)
687-7114.

Sincerely,

boe G bar (o
At UL w et e
Dave Rittersbacher

Sr. Geologist
New Mexico Area

u:\gp_nmthobbs_mo'shipp\projects'offst_op.doc



~ Chevron
July 5, 1995
Midland, Texas

Chevron ULS.A. Production Company
PQ. Box 1150
Midland, TX 79702

Administrative Application for Non-Standard Location
and Non-Standard Proration Unit

Shipp Strawn Oil Pool

Lea “YL” State #2 Sidetrack

2600’ FNL 1700’ FEL

Section 2, T17S, R37E

Lea County, New Mexico

Bechtel Energy Resources Corp.
5555 San Felipe, Suite 600
Houston, Texas 77056

Dear Sir:

Please find attached a copy of Chevron USA’s application to the New Mexico Oil Conservation
Division for a non-standard location and non-standard proration unit for the proposed Lea “YL”
State #2 sidetrack well, 2600’ FNL 1700’ FWL, Section 2, T17S, R37E, Shipp Strawn Pool, Lea
County, New Mexico. Chevron proposes to sidetrack the existing Lea “YL” State #2 well
currently located at 2230’ FSL and 2310’ FEL to the bottom hole location described above. The
proposed non-standard proration unit is 80 acres comprising the SW/4 NE/4 and NW/4 SE/4 of
Section 2, T17S, R37E.

If you have any questions or require further information, please call Dave Rittersbacher at (915)
687-7114.

Sincerely,
Dave Rittersbacher

Sr. Geologist
New Mexico Area

u:\gp_nmihobbs_mo\shipp\projects\offst_op.doc



N Chevron

July S, 1995
Midland, Texas

Chevron U.S.A. Production Company
P0. Box 1150
Midland, TX 79702

Administrative Application for Non-Standard Location
and Non-Standard Proration Unit

Shipp Strawn Oil Pool

Lea “YL” State #2 Sidetrack

2600’ FNL 1700’ FEL

Section 2, T17S, R37E

Lea County, New Mexico

Texaco Inc.
P. 0. Box 3109
Midland, Texas 79702

Dear Sir:

Please find attached a copy of Chevron USA’s application to the New Mexico Oil Conservation
Division for a non-standard location and non-standard proration unit for the proposed Lea “YL”
State #2 sidetrack well, 2600’ FNL 1700’ FWL, Section 2, T17S, R37E, Shipp Strawn Pool, Lea
County, New Mexico. Chevron proposes to sidetrack the existing Lea “YL” State #2 well
currently located at 2230’ FSL and 2310’ FEL to the bottom hole location described above. The

proposed non-standard proration unit is 80 acres comprising the SW/4 NE/4 and NW/4 SE/4 of
Section 2, T17S, R37E.

If you have any questions or require further information, please call Dave Rittersbacher at (915)
687-7114.

Sincerely,

Dave Rittersbacher
Sr. Geologist
New Mexico Area

u:\gp_nm\hobbe _mo\shipp\projectsioffst_op.doc



& Chevron

July 5, 1995
Midland, Texas

Chevrea US.A. Production Company
PO. Bex 1150
Midland, TX 79702

Administrative Application for Non-Standard Location
and Non-Standard Proration Unit

Shipp Strawn Oil Pool

Lea “YL” State #2 Sidetrack

2600’ FNL 1700’ FEL

Section 2, T17S, R37E

Lea County, New Mexico

Mallon Oil Company
1099 18th Street, Suite 2750
Denver, Colorado 80202

Dear Sir:

Please find attached a copy of Chevron USA’s application to the New Mexico QOil Conservation
Division for a non-standard location and non-standard proration unit for the proposed Lea “YL”
State #2 sidetrack well, 2600’ FNL 1700’ FWL, Section 2, T17S, R37E, Shipp Strawn Pool, Lea
County, New Mexico. Chevron proposes to sidetrack the existing Lea “YL” State #2 well
currently located at 2230’ FSL and 2310’ FEL to the bottom hole location described above. The
proposed non-standard proration unit is 80 acres comprising the SW/4 NE/4 and NW/4 SE/4 of
Section 2, T17S, R37E.

If you have any questions or require further information, please call Dave Rittersbacher at (915)
687-7114.

Sincerely,

1 2 Kboatieo).
Dave Rittersbacher
Sr. Geologist

New Mexico Area

u:\gp_nm\hobbs_mo'\shipp\projectsioffst_op.doc



N Chevron

July 5, 1995
Midland, Texas

Chevron U.S.A. Production Company
PO. Box 1150
Midland, TX 79702

Administrative Application for Non-Standard Location
and Non-Standard Proration Unit

Shipp Strawn QOil Pool

Lea “YL” State #2 Sidetrack

2600’ FNL 1700’ FEL

Section 2, T17S, R37E

Lea County, New Mexico

Middle Bay Oil Company
P. O. Box 390
Mobile, Alabama 36601

Dear Sir:

Please find attached a copy of Chevron USA’s application to the New Mexico Oil Conservation
Division for a non-standard location and non-standard proration unit for the proposed Lea “YL”
State #2 sidetrack well, 2600° FNL 1700’ FWL, Section 2, T17S, R37E, Shipp Strawn Pool, Lea
County, New Mexico. Chevron proposes to sidetrack the existing Lea “YL” State #2 well
currently located at 2230’ FSL and 2310’ FEL to the bottom hole location described above. The
proposed non-standard proration unit is 80 acres comprising the SW/4 NE/4 and NW/4 SE/4 of
Section 2, T17S, R37E.

If you have any questions or require further information, please call Dave Rittersbacher at (915)
687-7114.

Sincerely,

e e

Dave Rittersbacher
Sr. Geologist
New Mexico Area

u’\gp_nmihobbs _mo\shipp\projects\offst_op.doc



