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1 P R O C E E D I N G S 

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

3 10094. 

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

5 f o r an unorthodox o i l w e l l l o c a t i o n , Lea County, New Mexico. 

6 HEARING EXAMINER: Are there appearances i n t h i s 

7 case? 

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

9 W i l l i a m F. Carr w i t h the law f i r m of Campbell & Black, P.A. of 

10 Santa Fe. I represent Chevron U.S.A., Inc . , and I have one 

11 witness. 

12 HEARING EXAMINER: Are there any other appearances? 

13 W i l l the witness please stand to be sworn i n . 

14 SCOTT EVANSON, 

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

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

17 (Mr. S t o v a l l i s no longer present.) 

18 EXAMINATION 

19 BY MR. CARR: 

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

21 please. 

22 A. Scott Evanson. 

23 Q. Mr. Evanson, where do you reside? 

24 A. Midland, Texas. 

25 Q. By whom are you employed and i n what capacity? 
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1 A. Chevron U.S.A. as a development g e o l o g i s t . 

2 Q. Have you p r e v i o u s l y t e s t i f i e d before the OCD and had 

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

4 matter of record? 

5 A. Yes, I have. 

6 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 

7 case on behalf of Chevron U.S.A., Inc.? 

8 A. Yes. 

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

10 Chevron include the p o r t i o n of Southeastern New Mexico involved 

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

12 A. Yes, i t does. 

13 Q. Have you made a study of the general area involved 

14 i n t h i s case? 

15 A. Yes. 

16 Q. How long have you been a c t u a l l y working on t h i s 

17 area? 

18 A. I've been working on t h i s prospect o f f and on since 

19 1988. 

20 Q. Were you involved i n the d e c i s i o n t o p i c k t h i s 

21 p a r t i c u l a r w e l l l o c a t i o n ? 

2 2 A. Yes. I n t h a t time frame we've had myself and two 

23 other e a r t h s c i e n t i s t s working on t h i s prospect, and t h i s 

24 proposed l o c a t i o n i s the consensus p i c k of a l l three of us. 

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

2 HEARING EXAMINER: They are. 

3 Q. (BY MR. CARR) Mr. Evanson, would you j u s t b r i e f l y 

4 s t a t e what Chevron i s seeking w i t h t h i s a p p l i c a t i o n . 

5 A. We're seeking an order which would enable us t o 

6 d r i l l Strawn o i l w e l l Lea "YL" State No. 2 at an unorthodox 

7 l o c a t i o n which would be 2,23 0 f e e t from the south l i n e and 

8 2,310 f e e t from the east l i n e Section 2, Township 17 South, 

9 Range 37 East. P r o r a t i o n u n i t f o r t h i s w e l l would be 80 acres, 

10 which would c o n s i s t of the west h a l f of Southeast Quarter of 

11 Section 2. 

12 Q. What i s the primary o b j e c t i v e i n t h i s well? 

13 A. Strawn limestone. 

14 Q. And what pool would the w e l l be a c t u a l l y completed 

15 in? 

16 A. Shipp and Strawn. 

17 Q. Are there s p e c i a l pool r u l e s i n e f f e c t f o r t h i s 

18 pool? 

19 A. Yes. 

2 0 Q. What are the w e l l l o c a t i o n and spacing requirements 

21 as set f o r t h i n those rules? 

22 A. I n Shipp-Strawn you need 80-acre p r o r a t i o n u n i t and 

23 w e l l i s t o be located w i t h i n 150 f e e t of the center of e i t h e r 

24 of your 40-acre t r a c t s . 

2 5 Q. So we have a standard p r o r a t i o n u n i t here; i s t h a t 
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1 correc t ? 

2 A. Yes. 

3 (Thereupon, E x h i b i t 1 was 

4 marked f o r i d e n t i f i c a t i o n . ) 

5 Q. Let's go now t o what has been marked as Chevron 

6 E x h i b i t No. 1. I ' d ask you t o i d e n t i f y t h a t f o r Mr. Catanach 

7 and then review the i n f o r m a t i o n contained on t h i s e x h i b i t . 

8 A. E x h i b i t 1 i s a p r o r a t i o n u n i t map. I t contains the 

9 p r o r a t i o n u n i t s f o r a l l Strawn t e s t s t h a t have been d r i l l e d i n 

10 t h i s p o r t i o n of Shipp f i e l d . Scale on t h i s map i s one inch 

11 equals 1,000 f e e t . 

12 What we've shown on t h i s map are, f i r s t of a l l , the 

13 proposed l o c a t i o n which i s designated by an open c i r c l e i n 

14 Section 2. I t shows t h a t l o c a t i o n t o be 330 f e e t from the 

15 western edge of our proposed p r o r a t i o n u n i t , 410 f e e t from the 

16 northern edge of our proposed p r o r a t i o n u n i t . 

17 Q. So a c t u a l l y you are moving toward Amerind to the 

18 n o r t h and the u n i t i n which Pennzoil has an i n t e r e s t t o the 

19 west? 

20 A. That's c o r r e c t . Also shown on t h i s p l a t are i n red 

21 are a l l t e s t s , Strawn t e s t s t h a t were d r i l l e d a t unorthodox 

22 l o c a t i o n s . And the order numbers a u t h o r i z i n g those t e s t s are 

23 also shown. There are q u i t e a few i n t h i s p o r t i o n of Shipp 

24 f i e l d . That's a r e s u l t of the r e l a t i v e l y small r e s e r v o i r s 

2 5 found i n the Strawn here. 
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1 Also shown i n orange we have an o u t l i n e t h a t ' s 

2 3 2 0-acre u n i t , formed w i t h Pennzoil, between Chevron and 

3 Pennzoil i n 1987. Pennzoil i s the operator of t h i s u n i t , and 

4 Chevron maintains a 50 percent working i n t e r e s t . 

5 Q. The area shaded i n yellow i s the Chevron "YL" State 

6 lease? 

7 A. This i s c o r r e c t . 

8 Q. A couple of these w e l l s have been sidetracked there 

9 also i n d i c a t e d i n Section 2; i s t h a t r i g h t ? 

10 A. Yeah. There have been a couple of sidetracked w e l l s 

11 i n t h i s area, and those are shown by the d o t t e d l i n e . 

12 (Thereupon, E x h i b i t 2 was 

13 marked f o r i d e n t i f i c a t i o n . ) 

14 Q. Let's now go to what has been marked as Chevron 

15 E x h i b i t No. 2. I'd ask ycu t o i d e n t i f y t h i s f o r Mr. Catanach. 

16 A. This i s an isopach map w i t h a gross Strawn limestone 

17 thickness. Scale here i s one inch equals 1,000 f e e t . Contour 

18 i n t e r v a l 25 f e e t . 

19 Q. How was t h i s constructed? What i n f o r m a t i o n d i d you 

20 use? 

21 A. A l l a v a i l a b l e w e l l data was used i n c o n s t r u c t i n g 

22 t h i s map, as w e l l as the seismic data t h a t we have. 

23 Q. Could you j u s t b r i e f l y summarize what, i n your 

24 o p i n i o n , i s needed t o make a successful well- i n the 

25 Shipp-Strawn p o o l . 
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1 A. Well, the r e s e r v o i r s i n Shipp-Strawn c o n s i s t of 

2 p h y l l o i d a l g a l build-ups or mounds. These mounds are 

3 r e l a t i v e l y steep sided and g e n e r a l l y r e l a t i v e l y s m all. And 

4 the -- a c t u a l l y what we're -- the name of the game out here i s 

5 to t r y and encounter as t h i c k of gross Strawn limestone 

6 i n t e r v a l as p o s s i b l e . 

7 Now, t h i s won't guarantee t h a t w e ' l l encounter 

8 Shipp-Strawn p o r o s i t y , but i t c e r t a i n l y enhances your chances 

9 of e s t a b l i s h i n g p r o d u c t i o n from the Strawn. 

10 Now u n f o r t u n a t e l y we haven't come up w i t h a 

11 t h r e s h o l d value t h a t would allow us t o equate gross thickness 

12 to net porous Strawn limestone. 

13 Q. I t does appear t o be a p o s i t i v e r e l a t i o n s h i p , 

14 however, between the thickness of the section? 

15 A. Yes, i t does. 

16 Q. And the p o r o s i t y you encounter? 

17 A. Yes. 

18 Q. Let's go t o E x h i b i t No. 2, and I'd ask you t o review 

19 f o r the Examiner the seismic l i n e s , when they were a c t u a l l y run 

20 and what i n f o r m a t i o n t h a t gets you as i t r e l a t e s t o t h i s 

21 l o c a t i o n . 

22 A. Okay. F i r s t of a l l we have our proposed l o c a t i o n 

23 against f i v e here i n Section 2. You can see i t ' s near the 

24 center of what w e ' l l c a l l our t a r g e t mound here. 

25 And the h i s t o r y of the seismic data i s l i n e A i s the 
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1 east-west l i n e . That l i n e was run i n -- was shot i n 19 86. And 

2 at t h a t time we recognized the p o s s i b i l i t y of a Strawn mound i n 

3 the approximate area of our t a r g e t mound. 

4 Now by 19 88 we had some a d d i t i o n a l seismic shot i n 

5 the f i e l d area. One of these l i n e s was l i n e B, which 

6 i n t e r s e c t s both of the standard l o c a t i o n i n our proposed 

7 p r o r a t i o n -- standard l o c a t i o n s i n our proposed p r o r a t i o n u n i t . 

8 Now i n the ana l y s i s of l i n e B the mound t h a t we are 

9 attempting to d e l i n e a t e was not very w e l l -- was not present t o 

10 a great extent i n t h a t l i n e . Quite f r a n k l y , we were q u i t e 

11 disappointed w i t h what we saw i n l i n e B. 

12 By 1990 we had convinced ourselves w i t h some 

13 a d d i t i o n a l time t o look at t h a t data t h a t an a d d i t i o n a l l i n e , 

14 l i n e C, would p o s s i b l y help us d e l i n e a t e what we s t i l l thought 

15 was a mound on t h i s t r a c t . We shot l i n e C i n 199 0 and t h a t has 

16 allowed us t o come up w i t h an approximate shape of the t a r g e t 

17 mound t h a t you see here. 

18 Q. I n p i c k i n g a l o c a t i o n you t r i e d t o stay as close as 

19 p o s s i b l e t o your seismic l i n e ? 

20 A. That's c o r r e c t . We are -- our proposed l o c a t i o n i s 

21 approximately 90 f e e t east of l i n e C, and t h a t would allow us 

22 to d r i l l , t o maintain a 330 spacing from the lease l i n e . 

23 Q. Why d i d n ' t you place t h i s w e l l l o c a t i o n a t the 

24 i n t e r s e c t i o n of l i n e s A and C? 

25 A. Well, as I said before, we've had a l i t t l e problem 

CUMBRE COURT REPORTING 
(505)984-2244 



11 

1 w i t h l i n e A. Our confidence l e v e l i n l i n e A i s not q u i t e as 

2 good as i t i s i n C. When i t came t o p i c k i n g the best spot we 

3 decided t o go w i t h l i n e C because of our confidence l e v e l was 

4 greater i n t h a t l i n e . 

5 (Thereupon, E x h i b i t 3 was 

6 marked f o r i d e n t i f i c a t i o n . ) 

7 Q. I s what has been marked Chevron E x h i b i t No. 3 a copy 

8 of 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 today's hearing has 

9 been provided t o a l l a f f e c t e d operators i n the area? 

10 A. Yes, i t i s . 

11 Q. Do you a n t i c i p a t e any f u r t h e r o p p o s i t i o n t o t h i s 

12 case? 

13 A. No, we do not. 

14 Q. You have received i n f a c t a waiver from Pennzoil on 

15 whom you are encroaching to the west; i s t h a t co r r e c t ? 

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

17 (Thereupon, E x h i b i t 4 was 

18 marked f o r i d e n t i f i c a t i o n . ) 

19 Q. And a copy of the Pennzoil waiver has been marked 

2 0 Chevron E x h i b i t Wo. 4? 

21 A. Yes. 

22 Q. The w e l l t o the n o r t h , the Amerind to the n o r t h and 

23 to the west, the Amerind w e l l , i s t h a t c u r r e n t l y producing? 

24 A. No, i t i s not. 

25 Q. I n your o p i n i o n w i l l g r a n t i n g t h i s a p p l i c a t i o n 
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1 prevent waste? 

2 A. Yes, i t w i l l . I t w i l l allow us t o d r i l l a w e l l t h a t 

3 would, i f forced t o d r i l l at a standard l o c a t i o n , would not be 

4 d r i l l e d . 

5 Q. W i l l i t have any adverse e f f e c t on the c o r r e l a t i v e 

6 r i g h t s of any other i n t e r e s t owner i n the area? 

7 A. No. 

8 Q. Were E x h i b i t s 1 and 2 prepared by you? 

9 A. Yes, they were. 

10 Q. And E x h i b i t s 3 and 4 are the n o t i c e a f f i d a v i t and 

11 the waiver l e t t e r ; i s t h a t c o r r e c t ? 

12 A. Yes. 

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

14 the admission of Chevron E x h i b i t s 1 through 4. 

15 HEARING EXAMINER: E x h i b i t s 1 through 4 w i l l be 

16 admitted as evidence. 

17 MR. CARR: Mr. Catanach, i n t h i s case I made an 

18 e r r o r . When I mailed the l e t t e r s out p r o v i d i n g n o t i c e I placed 

19 the w e l l on a t r a c t other than the spacing u n i t . I corr e c t e d 

20 t h a t but I was l a t e , and t h e r e f o r e the case w i l l have t o be 

21 continued u n t i l the 3rd simply t o permit the e r r o r i n the 

22 n o t i c e to be co r r e c t e d . 

23 HEARING EXAMINER: Okay. 

24 MR. CARR: Several people contacted me t o t e l l me I 

2 5 had a w e l l on another t r a c t . 

CUMBRE COURT REPORTING 
(505)984-2244 



13 

1 EXAMINATION 

2 BY THE HEARING EXAMINER: 

3 Q. Mr. Evanson, has Chevron d r i l l e d w e l l s i n t h i s pool? 

4 A. Yes. Our J. R. Holt No. 2 w e l l i s located 

5 approximately a h a l f m i l e n o r t h and west of the proposed 

6 l o c a t i o n . 

7 Q. I s t h a t a producing well? 

8 A. Yes, i t i s . 

9 Q. Did Chevron u t i l i z e seismic i n f o r m a t i o n t o p i c k t h a t 

10 l o c a t i o n and d r i l l t h a t well? 

11 A. Yes, we d i d . 

12 Q. Has Chevron unsuccessfully used seismic i n f o r m a t i o n 

13 i n t h i s pool? 

14 A. Yes. The Lea "YL" State No. 1, which i s located 

15 about a mi l e and a h a l f t o the west, i t ' s a c t u a l l y o f f t h i s map 

16 i n Section 2, was a seismic dry hole. Or excuse me, I mean i n 

17 Section 4. So i t ' s going t o be o f f the map. 

18 We also p a r t i c i p a t e d w i t h Pennzoil, i t s 50 percent 

19 working i n t e r e s t p a r t n e r , on the w e l l d i r e c t l y west of our 

20 proposed l o c a t i o n , which was a dry hole the f i r s t time we t r i e d 

21 i t . Sidetracked, subsequently encountered Strawn p r o d u c t i o n . 

22 Q. So the only t h i n g you are u t i l i z i n g t o p i c k t h i s 

23 l o c a t i o n i s seismic information? 

24 A. That's c o r r e c t . The w e l l i n f o r m a t i o n from the 

25 surrounding w e l l s i s not tremendously p o s i t i v e f o r our proposed 
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1 l o c a t i o n . I t ' s p u r e l y seismic p l a y . 

2 Q. The d i f f e r e n c e i n thickness between your proposed 

3 l o c a t i o n and a standard l o c a t i o n i s about how much? 

4 A. I t ' s as mapped on the order of 2 0 f e e t . Our 

5 r e s o l u t i o n r e a l l y i s riot t h a t great on the seismic a t t h i s 

6 depth. What we're a c t u a l l y seeing i s t h a t at the standard 

7 l o c a t i o n i t appears we're a t the edge of a mound. At our 

8 proposed l o c a t i o n we t h i n k we're going t o be at or near the 

9 c r e s t . 

10 Q. Now Amerind doesn't have any producing w e l l s i n the 

11 south h a l f of the Northeast Quarter, Section 2? 

12 A. South h a l f of Northeast Quarter, no. That w e l l i s 

13 no longer producing. Last p r o d u c t i o n was i n February of t h i s 

14 year. 

15 Q. I don't even show a w e l l i n t h a t 80 acres. 

16 A. I n which, excuse me? 

17 Q. South h a l f of the north e a s t . 

18 A. South h a l f of the northeast, oh, no, I am s o r r y . I 

19 was i n the wrong u n i t t h e r e . 

2 0 Q. Okay. There i s no production i n that? 

21 A. Mo, no. 

2 2 Q. Okay. And you were t a l k i n g about the w e l l i n the 

23 south h a l f of the Northwest Quarter? 

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

25 (Mr. S t o v a l l i s now present.) 
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1 Q. That was a producing weli? 

2 A. I t was a producing w e l l . Produced somewhere i n the 

3 order of 25,000 b a r r e l s and has not produced since February of 

4 t h i s year. 

5 Q. I s t h a t depleted, do you know? 

6 A. Yes. 

7 Q. Do you know i f Amerind has any plans t o d r i l l a w e l l 

8 i n the Northeast Quarter? 

9 A. I n tbe Northeast Quarter, we have t a l k e d , we t a l k e d 

10 w i t h Amerind approximately two years ago about the p o t e n t i a l of 

11 d r i l l i n g a w e l l , a 50/50 w e l l up i n t h a t p r o r a t i o n u n i t , and i t 

12 j u s t never came i n t o being. 

13 Q. I see. 

14 Now the i n t e r e s t owners i n the 320-acre u n i t are 

15 j u s t Chevron and Pennzoil? 

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

17 Q. 5 0 percent each? 

18 A. Pennzoil i s the operator. 

19 HEARING EXAMINER: I b e l i e v e t h a t ' s a l l I have of 

20 the witness. 

21 Are there any other questions? 

2 2 MR. CARR: Nothing f u r t h e r . 

23 HEARING EXAMINER: The witness may be excused. 

24 There being n o t h i n g f u r t h e r t h i s case w i l l be 

25 continued t o the October 3rd docket. 
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19 DIANE M. WINTER 
CSR No. 414 

20 

21 

22 

23 |E ' 
2 4 ij jj ^MBa '̂ 

I j DIANE M. "WINTER 
25 f | NOTARY PUBLIC - STATE OF NEW MEXICO | 

My commiss ion e x p i r e s : December 2 1 , 19 93 

j j My Commission E x p i r e s ^ ^ . V ^ ^ ^ 
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9 IN THE MATTER OF: 

10 

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

12 f o r an Unorthodox O i l Well L o c a t i o n , 

13 Lea County, New Mexico. 
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17 TRANSCRIPT OF PROCEEDINGS 
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19 BEFORE: JIM MORROW, EXAMINER 
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21 STATE LAND OFFICE BUILDING 
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23 October 3, 1990 
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1 EXAMINER MORROW: C a l l Case 10094. 

2 MR. STOVALL: A p p l i c a t i o n o f Ch e v r o n , 

3 U.S.A., I n c . , f o r an u n o r t h o d o x o i l w e l l l o c a t i o n , Lea 

4 Co u n t y , New Me x i c o . 

5 EXAMINER MORROW: T h i s case was hea r d on 

6 September 19, 1990, and i t was r e a d v e r t i s e d f o r t o d a y 

7 because of a n o t i c e p r o b l e m . 

8 Since t h e r e a r e no appea r a n c e s h e r e t o d a y , 

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

10 MR. STOVALL: Are you assuming t h a t because 

11 t h e room i s empty, Mr. Morrow? 

12 EXAMINER MORROW: Yes, s i r . 

13 That c o n c l u d e s t o d a y ' s h e a r i n g , and w e ' l l 

14 ad j ou r n. 

15 ( 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 . ) 

16 

17 

18 

19 

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 ) 
) SS . 

4 COUNTY OF SANTA FE ) 

5 

6 I , Carla Diane Rodriguez, C e r t i f i e d 

7 Shorthand Reporter and Notary P u b l i c , HEREBY CERTIFY 

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

9 the O i l Con 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 notes t o be t r a n s c r i b e d under my pe r s o n a l 

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

12 accurate r e c o r d of the proc e e d i n g s . 

13 I FURTHER CERTIFY t h a t I am not a r e l a t i v e 

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

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

16 i n t e r e s t i n the 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 October 15, 1990. 
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ML 
19 CARLA DIANE RODRFGUEZ , 

CSR No. 91 
20 
21 My commission e x p i r e s : May 25, 1991 
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23 

24 

25 

i do hereby e?rMfV 
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