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1 (10:19 a.m.) 

2 EXAMINER EZEANYIM: We are going t o go the 

3 next case from page 3. That i s a small contested case. 

4 At t h i s time, we c a l l Case Number 15082, 

5 and t h i s i s the a p p l i c a t i o n of Mewbourne O i l Company f o r 

6 compulsory pooling and an unorthodox gas w e l l l o c a t i o n , 

7 Eddy County, New Mexico. 

8 C a l l f o r appearances. 

9 MR. BRUCE: Mr. Examiner, Jim Bruce of 

10 Santa Fe representing the Applicant. I have the same 

11 two witnesses. 

12 EXAMINER EZEANYIM: Same two witnesses. 

13 Any other appearances, please? 

14 MR. THOMAS GREGORY: Yes, Your Honor. Tom 

15 Gregory f o r the Gregory and Ervin Group. 

16 MR. WILLIAM GREGORY: And also B i l l 

17 Gregory, Gregory-Ervin, an i n t e r e s t e d owner. 

18 EXAMINER EZEANYIM: Okay. I wanted t o show 

19 you. The D i v i s i o n sent you l e t t e r t h a t you don't 

20 appear. Are you appearing w i t h an attorney, or are you 

21 appearing f o r yourselves? 

22 MR. THOMAS GREGORY: Per se, ourselves. 

23 EXAMINER EZEANYIM: You are appearing f o r 

24 yourselves. So what do you intend t o do? Normally, we 

25 have people appearing through counsel, but you are 
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1 appearing f o r yourselves. Are you t r y i n g t o present 

2 f a c t j ^ s £ * f f ^ • - " V-'-^-^^^^X , 

3 f MR. WILLIAM GREGORY: We are not going to 

4x^0^1^^ at all, Mr. Examiner. We're not^_ ' ^ ^ ^ ^ 

5 conTeSTTme^at a l l . We i u s t want t n Ica^^-Trr^tpmpnt. 

6 EXAMINER EZEANYIM: Okay. Very good. 

7 Counsel, you may proceed. C a l l your f i r s t 

8 witness. 

9 PAUL HADEN, 

10 a f t e r having been p r e v i o u s l y sworn under oath, was 

11 questioned and t e s t i f i e d as f o l l o w s : 

12 DIRECT EXAMINATION 

13 BY MR. BRUCE: 

14 Q. Mr. Haden, could you i d e n t i f y E x h i b i t 1? 

15 Describe the w e l l u n i t and the formation you are seeking 

16 t o force pool i n t h i s case. 

17 A. ' Yes, s i r . This i s a -- E x h i b i t Number 1 i s a 

18 land p l a t of the area. This w e l l i s located i n Section 

19 35, Township 23 South, Range 28 East. I t i s a c t u a l l y 

20 located iri^w_e.st h a l f of the section. 1 'The west h a l f i s 

21 shaded i n yellow, which i s the proposed p r o j e c t area f o r 

22 t h i s w e l l , and i t also i n d i c a t e s the surface and 

23 bottom-hole l o c a t i o n s f o r t h i s w e l l . 

24 Q. What formation i s being pooled? 

25 A. The formation i s the Wolfcamp. 
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1 Q. And i s t h a t a gas zone? 

2 A. That i s a gas. 

3 Q. What i s E x h i b i t 2? 

4 A. E x h i b i t 2 i s a copy of an NMOCD order issued 

5 regarding the nonstandard l o c a t i o n f o r t h i s w e l l . This 

6 w e l l i s located 150 fe e t from the south l i n e and 660 

7 fe e t from the west l i n e , and also 330 feet from the 

8 north l i n e , 660 fe e t from the west l i n e f o r a 

9 bottom-hole l o c a t i o n , a l l i n Section 35. 

10 Q. Since t h i s i s a gas pool, i n a gas pool, the 

11 normal setbacks would be 330 \eet from the no r t h and 

12 south lines; is that correct? \ 

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

tv-ij. nic yaj jy^J 

660. t ? V ^ ^ " 

14 EXAMINER EZEANYIM: For the gas pool? 

15 MR. BRUCE: I mean 

16 EXAMINER EZEANYIM: You're confusing me. 

17 Okay. I don't know when we changed the r u l e ( l a u g h t e r ) . 

18 We are i n business, I don't care about the surface 

19 l o c a t i o n , but the p e n e t r a t i o n p o i n t and i f i t ' s o i l , 

20 then -- okay. 

21 Don't confuse me, Counsel. 

22 A. T h ^ s ^ ^ t h e ^ u ^ b r a B l u f f South-Wolf camp, and 

23 the pool j : o j e - ^ o ^ ^ ^ i a t ^ ^ ( ^ 756 

24 EXAMINER EZEANYIM: I t doesn ' t have any 

25 spec i a l pool rules? 

PAUL BACA PROFESSIONAL COURT REPORTERS 
f72fc616-47ba-431 c-a6f1 -652a3b55774f 



Page 7 

1 THE WITNESS:l No, s i r / 

2 EXAMINER EZEANYIM": Based on statewide 

3 rules? 

4 THE WITNESS: Statewide. 

5 The API number, i f you'd l i k e t h a t --

6 EXAMINER EZEANYIM: Sure. Let me put i t 

7 down. What i s i t ? 

8 THE WITNESS: 30-015-417 30. 

9 EXAMINER EZEANYIM: Thank you very much. 

10 Q. (BY MR. BRUCE) And what i s E x h i b i t 3? 

11 A. E x h i b i t 3 i s the t r a c t ownership f o r t h i s 

12 proposed spacing u n i t . I t i n d i c a t e s a l l of the i n t e r e s t 

13 owners who have a working i n t e r e s t or unleased mineral 

14 i n t e r e s t i n t h i s pool -- I mean excuse me -- f o r t h i s 

15 w e l l . 

16 Q. Are there a number of unlocatable p a r t i e s i n 

17 t h i s pool -- i n t h i s w e l l u n i t ? 

18 A. Yes. There are a number of unlocatable 

19 p a r t i e s . 

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

21 A. E x h i b i t 4 i s a copy of a summary of 

22 communications regarding these to-be pooled p a r t i e s . I t 

23 l i s t s the dates i n which I sent the proposed w e l l w i t h 

24 the AFE and also the follow-up l e t t e r s and/or 

25 conversations w i t h those p a r t i e s . 
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1 Q. E x h i b i t Number 5 i s the backup correspondence , 

2 f o r these various --

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

4 Q. Now, Mewbourne has d r i l l e d several other w e l l s 

5 i n t h i s s e c t i o n , correct? 

6 A. Yes. We have d r i l l e d four other w e l l s 

7 pr e v i o u s l y . 

8 Q. And p r e t t y much pooled, f o r the most p a r t , the 

9 same party? 

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

11 MR. BRUCE: Mr. Examiner, on E x h i b i t 3, I 

12 f o r g o t t o mark the p a r t y -- names of the p a r t i e s being 

13 pooled. I w i l l h i g h l i g h t those p a r t i e s and get i t t o 

14 you a f t e r the hearing, so you have an accurate l i s t of 

15 the p a r t i e s being forced pooled. 

16 EXAMINER EZEANYIM: Okay. Thank you. But 

17 we p r e f e r you get them j oined, so we don't have t o do 

18 i t . 

19 Go ahead. 

20 Q. (BY MR. BRUCE) With respect t o , as an update, 

21 the Gregory f a m i l y and the Ervin f a m i l y and others --

22 and I'm going t o r e f e r you t o E x h i b i t 6A, what i s the 

23 issue w i t h forced pooling t h a t p a r t y and leasi n g t o them 

24 at t h i s point? \ £ h ± s _ ^ s fee^Tajids^ 

25 A. fThis i s a l l fee land.) 
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1 Q. Would you discuss b r i e f l y the issues? 

2 A. Yes, s i r . When we f i r s t examined t i t l e f o r 

3 t h i s whole se c t i o n , our t i t l e a t torney was unable t o 

4 a s c e r t a i n the mineral ownership f o r some of these 

5 p a r t i e s . As st a t e d i n the previous cases, i t ' s due t o 

6 some recording e r r o r s . I t ' s due to some i n t e r e s t s being 

7 over-conveyed over a period of time, as w e l l as wrong 

8 land d e s c r i p t i o n s . And these issues were subject t o 

9 f i v e separate q u i e t t i t l e s u i t s p r e v i o u s l y , which 

10 apparently those s u i t s messed up the t i t l e even f u r t h e r , 

11 and i t s t i l l has not been determined t o t h i s day the 

12 respective mineral ownership f o r some of these lands. 
13 Q. And E x h i b i t 6A i s a copy of po r t i o n s of the 

14 t i t l e opinion regarding these issues? 

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

16 Q. And the i n t e r e s t i s 12.6 out of 358 12.6 

17 acres out of 350 acres? 

18 A. That's c o r r e c t . That mineral i n t e r e s t i s 

19 undetermined ownership. 

20 Q. And those t r a c t s -- and they're h i g h l i g h t e d --

21 of the 350 acres -- w e l l , I t h i n k i t comes out t o , what, 

22 about three-and-a-half percent of those t r a c t s --

23 A. Right. 

24 Q. -- the i n t e r e s t s of the p a r t i e s ? 

25 A. Right. 
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1 . Q-. And, Mr. Haden, are the problems regarding 

2 i n t e r e s t owners as r e f l e c t e d on pages 48 through 60 of 

3 the t i t l e opinion? 

4 A. That's c o r r e c t , s i r . 

5 MR. BRUCE: And, Mr. Examiner, i f you look 

6 at the bottom of the page 58 of the t i t l e opinion, 

7 h i g h l i g h t e d i s a l i s t of a l l of the p a r t i e s who own an 

8 i n t e r e s t or may claim an i n t e r e s t i n those t r a c t s , and a 

9 l o t of them are unlocatable. And I w i l l get t h a t 

10 i n f o r m a t i o n t o you. 

11 Q. (BY MR. BRUCE) Mr. Haden, the Gregorys d i d show 

12 up at a hearing i n July regarding t h i s , correct? 

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

14 Q. And I bel i e v e some of the Panagopoulos f a m i l y 

15 also showed up? 

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

17 Q. And what d i d you agree t o do w i t h respect t o 

18 unc e r t a i n i n t e r e s t s ? And I r e f e r you t o E x h i b i t 6B. 

19 A. Okay. E x h i b i t 6B, per our agreement w i t h these 

20 p a r t i e s , we agreed t o send them, p e r i o d i c a l l y , the 

21 d o l l a r amount, which i s c u r r e n t l y being held i n 

22 suspense, a t t r i b u t a b l e t o those p a r t i c u l a r wells t h a t 

23 were forced pooled. And i t shows the d o l l a r amount, 

24 which has accrued from the date of the f i r s t production 

25 and t o another date. I t l i s t s , also, several of the 
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1 wells t h a t were forced pooled, and i t ' s subject t o these 

2 uncertain owners. 

3 Q.' And w i l l you continue t o update the p a r t i e s on 

4 the monies held i n suspense? 

5 A. Yes, we w i l l . 

6 Q. And at t h i s p o i n t , at l e a s t w i t h the f i r s t 

7 three w e l l s , the amount i n suspense i s , w e l l , probably 

8 w e l l i n excess of $50,000 at t h i s point? 

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

10 The reason why we're doing t h i s i s there 

11 w i l l come a p o i n t when i t might be economic f o r these 

12 p a r t i e s t o proceed w i t h a q u i e t t i t l e s u i t , which 

13 apparently i s extremely expensive. 

14 Q. Mr. Haden, since t h i s i s the f i f t h force 

15 pooling case i n t h i s section, do you believe you have 

16 made a good - f a i t h e f f o r t t o locate the p a r t i e s who own 

17 or may own i n t e r e s t i n t h i s section? 

18 A. Yes, I have. 

19 Q. And as t o the p a r t i e s who are l o c a t a b l e , have 

20 you made a good - f a i t h e f f o r t t o seek t h e i r v o l u n t a r y 

21 joinder? 

22 A. Yes, I have. 

23 Q. Could you i d e n t i f y E x h i b i t 7 f o r the Examiner? 

24 A. E x h i b i t 7 i s a copy of our AFE f o r the proposed 

25 Layla 35 MD Fee #2H w e l l . I t i n d i c a t e s the surface and 
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1 bottom-hole l o c a t i o n s , also the estimated w e l l costs f o r 

2 t h i s proposed w e l l ; an estimated cost of $2,969,100 f o r 

3 a cost t o casing p o i n t , and an estimated completed w e l l 

4 cost of $5,910,500. This AFE i s dated October 11th, 

5 2013. 

6 Q. Is t h i s cost reasonable and comparable t o 

7 c o s t a l camp wells i n t h i s area? 

8 A. We t h i n k i t i s . I t i s . 

9 EXAMINER EZEANYIM: You think? 

10 THE WITNESS: I t i s . 

11 EXAMINER EZEANYIM: Okay. 

12 Q. (BY MR. BRUCE) And were the p a r t i e s who were 

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

14 A. Yes, they were. 

15 Q. And i s t h a t r e f l e c t e d i n E x h i b i t 12? 

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

17 MR. BRUCE: And, Mr. Examiner, I had no t i c e 

18 published as against the unlocatable p a r t i e s . I haven't 

19 received t h a t A f f i d a v i t of P u b l i c a t i o n . I n a d d i t i o n , we 

20 received a couple of l e t t e r s back t h a t looks l i k e I had 

21 undeliverable addresses, and I have published a second 

22 n o t i c e i n the newspaper. At the end of the hearing, I 

23 would l i k e t h i s matter continued two weeks so t h a t 

24 p u b l i c a t i o n -- those n o t i c e of a f f i d a v i t s of p u b l i c a t i o n 

25 can be obtained and submitted t o the D i v i s i o n . 
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1 EXAMINER EZEANYIM: You want i t continued 

2 t o February the 6th? 

3 MR. BRUCE: February the 6th. 

4 EXAMINER EZEANYIM: And t h i s i s f o r 

5 purposes of p r o v i d i n g notice? 

6 MR. BRUCE: Notice by p u b l i c a t i o n , c o r r e c t . 

7 EXAMINER EZEANYIM: Okay. 

8 Q. (BY MR. BRUCE) And, Mr. Haden, were E x h i b i t s 1 

9 through 7 prepared by you or under your supervision? 

10 A. Yes, they were. 

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

12 admission of E x h i b i t s 1 through 7 and 12. 

13 EXAMINER EZEANYIM: E x h i b i t s 1 through 7 

14 and 12 w i l l be admitted. 

15 (Mewbourne O i l Company E x h i b i t Numbers 1 

16 through 7 and 12 were o f f e r e d and admitted 

17 i n t o evidence.) 

18 Q. {BY MR. BRUCE) And, Mr. Haden, f i n a l l y , i n your 

19 opinion, i s the gr 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 

20 i n t e r e s t of conservation and the prevention of waste? 

21 A. Yes, i t i s . 

22 MR. BRUCE: Mr. Examiner, I have no f u r t h e r 

23 ques t ions . 

24 EXAMINER EZEANYIM: Thank you very much. 

25 
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CROSS-EXAMINATION 

.BY EXAMINER EZEANYIM: 

Q. Wg__havo I obtaincd-^th£_nonstandard_J_ 

approval, r i g h t ? So we have t o dismi; 

t h i s a p p l i c a t i o n asking f o r an unorthodox l o c a t i o n , ^ — • 
A. Correct. 

MR. BRUCE: Correct. 

EXAMINER EZEANYIM: S o _ t j i a j L J a a d - i ^ 

stated and be i n the record. 

And since you d i d n ' t locate everybody, you 

d i d some -- you d i d some p u b l i c a t i o n ? 

MR. BRUCE: Yes. And I j u s t haven't -- I 

have submitted two notices t o the newspaper t o be 

published, and one I won't receive probably f o r another 

ten days. The other one hasn't — sometimes the 

Carlsbad newspaper i s slow g e t t i n g the notices back t o 

me. 

EXAMINER EZEANYIM: Okay. Very good. 

The p a r t i e s you are pooling, they are not 

working i n t e r e s t s , are they? 

MR. BRUCE: They are working i n t e r e s t — 

they're a l l unleased working i n t e r e s t owners. 

EXAMINER EZEANYIM: Do we have overhead 

rates i n t h i s case? 
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1 , MR. BRUCE: Ah! I fo r g o t about t h a t . 

2 EXAMINER EZEANYIM: Yeah, you d i d . I need 

3 to know what I — what we need t o do, why you are 

4 d r i l l i n g and what you're producing. What i s that? 

5 REDIRECT EXAMINATION 

6 BY MR. BRUCE: 

7 Q. What are tke overjae'ad rates? 

8 A. I t ik^7,003 ancfl 700/ 7,000 being the d r i l l i n g ; 

9 700 being the prcStmcing w e l l r a t e . 

10 Q. Are those the rates set f o r t h i n the JOA w i t h 

11 the consenting p a r t i e s ? 

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

13 Q. Are they f a i r and reasonable? 

14 A. Yes, they are. 

15 Q. And do you request t h a t Mewbourne be designated 

16 operator of the well? 

17 A. We do so request. 

18 RECROSS-EXAMINATION 

19 BY EXAMINER EZEANYIM: 

20 Q. Okay. Now, l e t us get something s t r a i g h t here. 

21 Are you doing compulsory pooling from the surface t o the 

22 base of t h i s formation? 
23 MR. BRUCE: Simply the Wolfcamp. 

. , 

24 EXAMINER EZEANYIM: Okay. Now, di d n ' t he 

25 t e l l me you want t o pool t h a t 40 acres? Did he say 

_ — ' ~w 
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1 that? And I was wondering how they're going t o share 

2 costs. 

3 MR. BRUCE: Yeah. That pa r t -- l e t ' s j u s t 

• • • • • •—•» 
4 pool the Wolfcamp. 

5 EXAMINER EZEANYIM: So we need t o dismiss 

6 th a t p o r t i o n . 

7 MR. BRUCE: Yes. 

8 EXAMINER EZEANYIM: No f u r t h e r questions, 

9 Mr. Haden. 

10 THE WITNESS: Thank you, Mr. Examiner. 

11 EXAMINER EZEANYIM: C a l l your next witness, 

12 please. 

13 MR. BRUCE: Mr. H i l l . 

14 TYLER HILL, 

15 a f t e r having been p r e v i o u s l y sworn under oath, was 

16 questioned and t e s t i f i e d as f o l l o w s : 

17 DIRECT EXAMINATION 

18 BY MR. BRUCE: 

19 Q. What i s E x h i b i t 8, Mr. H i l l ? 

20 A. E x h i b i t 8 nine-section p l a t around Section 35 

21 showing our proposed Wolfcamp l a t e r a l , Layla 35 MD, 

22 denoted by the blue dashed l i n e . And the s t r u c t u r e s on 

23 top of the Wolfcamp dip i n t o the east. 

24 • Within Section 35, I have h i g h l i g h t e d the 

25 other four w e l l s t h a t we 1ve d r i l l e d . The two green are 
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1 2nd Bone Spring Sand. The gray i s Avalon shale, and the 

2 brown i s Delaware sand. 

3 EXAMINER EZEANYIM: The gray i s Avalon, 

4 r i g h t ? 

5 • THE WITNESS: Avalon shale, yes, s i r . 

6 A. I n Section 36, there i s a Wolfcamp producer. 

7 I t has produced 4,000 b a r r e l s of o i l , 2,000 b a r r e l s of 

8 water. 

9 And i n Section 34, there i s also a Wolfcamp 

10 producer. I t has produced f o u r - t e n t h s of a bcf, 3,000 

11 b a r r e l s of o i l , 14,000 b a r r e l s of water. 

12 Q. (BY MR. BRUCE) And t h i s i s a standard w e l l u n i t 

13 i n the Wolfcamp? 

14 A. Yes. 

15 Q. So I won't ask you about a nonstandard u n i t . 

16 A. Right. 

17 Q. And what i s E x h i b i t 9? 

18 A. E x h i b i t 9 i s a three-we11 cross section through 

19 the Wolfcamp i n t e r v a l . The h o r i z o n t a l t a r g e t i s 10,400 

20 f e e t TVD. Our h o r i z o n t a l t a r g e t i s denoted t o the r i g h t 

21 i n between the arrows. 

22 Q. I n t h i s n i n e - s e c t i o n area, i s t h i s the only 

23 h o r i z o n t a l Wolfcamp --

24 A. Yes, s i r . 

25 Q. And because Mr. Ezeanyim always l i k e s t o ask, 
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1 i s there any p r e f e r r e d o r i e n t a t i o n i n t h i s area? 

2 A. At t h i s p o i n t , i t i s north-south. There i s 

3 nothing w i t h i n the immediate areas t h a t suggest t h a t we 

4 should be d r i l l i n g east-west. That's also denoted by 

5 the other producers w i t h i n the other i n t e r v a l s . 

6 Q. And what i s E x h i b i t 10? 

7 A. E x h i b i t 10 i s simply the w e l l i n Section 34 and 

8 Section 3 6 t h a t produced i n the Wolfcamp. We've got the 

9 w e l l name, operator, API number, l o c a t i o n -- and they're 

10 both v e r t i c a l wells t h e i r completion date and then 

11 t h e i r current production as of today. 

12 Q. And even though t h i s i s n ' t a gas pool, even 

13 though they're v e r t i c a l w e l l s , they produce a f a i r 

14 amount of l i q u i d s ; i s t h a t correct? 

15 A. Yes, s i r . 

16 Q. What i s E x h i b i t 11? 

17 A. E x h i b i t 11 i s a D i r e c t i o n a l D r i l l i n g Company 

18 w e l l plan we plan t o t a r g e t . And on the l a s t page, 

19 y o u ' l l see our h o r i z o n t a l wellbore diagram. 

20 Q. And i n t h i s w e l l , how many completion s t a t i o n s ? 

21 A. I believe 30 stages w i l l be used on t h i s w e l l . 

22 EXAMINER EZEANYIM: I t ' s one-mile long? 

23 THE WITNESS: Yes, s i r . 

24 EXAMINER EZEANYIM: How d i d you determine 

25 30 stages? 
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1 THE WITNESS: We use packers and por t s 

2 versus cement and p e r f . 

3 EXAMINER EZEANYIM: How many stages have 

4 you used before? Because you don't want t o use, you 

5 know -- t h i r t y stages seems t o be a l i t t l e b i t --

6 THE WITNESS: I n other Wolfcamp w e l l s , we 

7 s t a r t e d w i t h 20 stages, and we have since moved t o 30. 

8 We've gotten b e t t e r r e s u l t s w i t h 30 stages. 

9 EXAMINER EZEANYIM: Yeah. That's the p o i n t 

10 I'm g e t t i n g t o . What made you go to 30? 

11 THE WITNESS: Other wells around us were 

12 seeing b e t t e r r a t e s , so --

13 EXAMINER EZEANYIM: When you used 30? 

14 THE WITNESS: When we used 20. When we use 

15 30, we're repeating what other operators are doing 

16 around us. 

17 EXAMINER EZEANYIM: That's good. 

18 Let me explore t h i s f u r t h e r . I f you use 20 

19 t o 30, are you producing more --

20 THE WITNESS: Yes. 

21 EXAMINER EZEANYIM: -- when you have 30, 

22 r i g h t . 

23 THE WITNESS: Yes. 

24 EXAMINER EZEANYIM: Okay. Tha t ' s what I ' m 

25 say ing . I f you go t o 40, you are producing more. But I 
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1 want t o know t h a t you don't have a stake t h a t doesn't 

2 produce anything. See, t h a t happens. Sometimes you 

3 might a stake. You don't produce anything. That stake 

4 doesn't do anything. That's why I ask how do you 

5 determine the stages. You j u s t t o l d me you are 

6 producing more than -- but the way you design i t t o get 

7 the optimum number of stages, you have to use p r o p e r t i e s 

8 [ s i c ] t o determine the number of stages t o do i t . I ask 

9 t h a t question because we want to prevent waste. 

10 THE WITNESS: Yes, s i r . 

11 EXAMINER EZEANYIM: Go ahead. 

12 Q. (BY MR. BRUCE) Mr. H i l l , i n your opinion, i s 

13 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 of 

14 conservation and the prevention of waste? 

15 A. Yes. 

16 Q. And were E x h i b i t s 8, 9 and 10 prepared by you 

17 or under your supervision? 

18 A. Yes, s i r . 

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

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

21 EXAMINER EZEANYIM: E x h i b i t s 8, 9 and 10 

22 w i l l be admitted. 

23 (Mewbourne O i l Company E x h i b i t Numbers 8, 9 

24 and 10 were o f f e r e d and admitted i n t o 

25 evidence.) 

PAUL BACA PROFESSIONAL COURT REPORTERS 
f72fc616-47ba-431c-a6f1-652a3b55774f 



Page 21 
1 MR. BRUCE: Nothing f u r t h e r of t h i s 

2 witness. 

3 EXAMINER EZEANYIM: Before I ask a 

4 question, l e t me make a request. When you are e n t e r i n g 

5 your e x h i b i t s , sometimes you s t a r t w i t h -- I tend t o 

6 miss which one to admit or which one not to admit. I 

7 know you put your notices [ s i c ] 12, 13 or something. I s 

8 there any reason why you couldn't come i n a f t e r the land 

9 testimony and put i t i n there so t h a t I can say E x h i b i t s 

10 1 through 9 w i l l be admitted, instead jumping up and 

11 down? I want t o make sure I get i t i n t o the record. 

12 MR. BRUCE: The reason why i s because 

13 Mewbourne sent me t h e i r e x h i b i t s , and I went through and 

14 marked them up and put them a l l together, and I d i d my 

15 no t i c e e x h i b i t s l a t e r and r e a l i z e d I had a l o t of space 

16 ( l a u g h t e r ) . 

17 EXAMINER EZEANYIM: So we can improve next 

18 time. See what I mean, you know? I f i n d i t d i f f i c u l t 

19 t o t r y t o say which ones t o admit. 

20 MR. BRUCE: I understand. 

21 EXAMINER EZEANYIM: I l i k e t o streamline 

22 processes, you know. So thank you f o r I mean, i t ' s 

23 j u s t a request. You can do whatever you want. 

24 

25 
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1 CROSS-EXAMINATION 

2 BY EXAMINER EZEANYIM: 

3 Q. Okay. Let's go back t o E x h i b i t Number 10. I 

4 see those are v e r t i c a l w e l l s , r i g h t --

5 A. Yes, s i r . 

6 Q. -- and they're i n the Wolfcamp Formation? 

7 You d r i l l e d there f o r gas i n i t i a l l y , r i g h t ? 

8 A. Yes, s i r . 

9 Q. They're producing o i l ? 

10 A. Yes, s i r . 

11 Q. So you have d r i l l e d them f o r o i l . See, 

12 because, you know, one produces zero gas. 

13 A. Correct. 

14 Q. So I don't know what we should do w i t h t h a t 

15 pool now. I know we designed our way t o d r i l l from a 

16 gas w e l l , but here i t ' s making o i l , which i s r e a l l y 

17 f a n t a s t i c , you know. This i s a v e r t i c a l w e l l doing 

18 t h i s . This one has produced 8 m i l l i o n -- w e l l , not 8 

19 m i l l i o n . Sorry. 8,000, you know. I mean, see, you 

20 guys confuse me. I'm sorry I'm from the o l d school. 

21 When I use -- small l e t t e r M f o r me i s m i l l i o n , you 

22 know. So 8,000. And then you see the w e l l .4 bcf i s 

23 okay, but you want zero bcf. So my question there i s 

24 not r e l a t e d to t h i s a p p l i c a t i o n . Should we be ex p l o r i n g 

25 f o r o i l or gas i n t h i s formation? 
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1 MR. BRUCE: Well, I suppose I could ask the , 

2 question. 

3 EXAMINER EZEANYIM: I'm not asking you. 

4 I'm asking --

5 REDIRECT EXAMINATION 

6 BY MR. BRUCE: 

7 Q. You know, i s one of the reasons you're d r i l l i n g 

8 because i t ' s o i l r i c h ? 

9 A. We believe yes, i t ' s o i l r i c h . 

10 CONTINUED CROSS-EXAMINATION 

11 BY EXAMINER EZEANYIM: 

12 Q. I f you d r i l l t h i s h o r i z o n t a l w e l l from here, a 

13 snapshot [ s i c ] , you are going t o produce more o i l than 

14 gas? 

15 A. We hope so. 

16 Q. That's f a n t a s t i c . 

17 BY MR. BRUCE: But w i t h respect t o the 

18 spacing, I mean, t h i s i s -- long ago, t h i s acreage was 

19 placed w i t h i n the South Culebra B l u f f gas pool, so 

20 t h a t ' s why. 

21 EXAMINER EZEANYIM: Yeah. That's why. I 

22 understand a l l t h a t . Okay. Good. 

23 And you are j u s t p o oling the Wolfcamp? You 

24 are not pooling from the top t o the of the Wolfcamp? 

25 You are j u s t p o oling on t h a t Wolfcamp, r i g h t ? 
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1 MR. BRUCE: Correct. 

2 EXAMINER EZEANYIM: On the h o r i z o n t a l well? 

3 Not from the surface? 

4 MR. BRUCE: Correct. 

5 EXAMINER EZEANYIM: So l e t me understand. 

6 We are going t o dismiss the pooling of the southwest 

7 quarter-southwest quarter on t h a t section, and we are 

8 going t o dismiss the unorthodox l o c a t i o n of t h i s w e l l 

9 because you already got the approval; i s t h a t r i g h t ? 

10 MR. BRUCE: That's c o r r e c t . 

11 EXAMINER EZEANYIM: Makes i t easier f o r 

12 f u r t h e r questions. 

13 And, Counsel, you want t h i s case t o be 

14 continued f o r two weeks? 

15 MR. BRUCE: Mr. Examiner, I t h i n k — I know 

16 I have other people t o -- but I want t o make sure before 

17 I c a l l them. 

18 EXAMINER EZEANYIM: You want i t continued? 

19 MR. BRUCE: That's c o r r e c t . 

20 EXAMINER EZEANYIM: Who wants t o go f i r s t ? 

21 MR. THOMAS GREGORY: Tom Gregory. 

22 EXAMINER EZEANYIM: Tom Gregory? 

23 MR. THOMAS GREGORY: Yes. 

24 (Witnesses sworn.) 

25 
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1 THOMAS GREGORY, 

2 a f t e r having been f i r s t , duly sworn under oath, 

3 s t a t e d t h e ' f o l l o w i n g : 

4 MR. THOMAS GREGORY: Mr. Chairman and 

5 Examiner, our f a m i l y has owned t h i s lease since 1986. 

6 There's been a l o t of controversy about a l o t of 

7 d i f f e r e n t owners i n t h i s area. 

8 The f i r s t t h i n g I wanted to do here today 

9 i s to thank Paul Haden and Mewbourne O i l Company. 

10 They 1 re so much d i f f e r e n t than any other o i l company 

11 I've heard operating i n the o l d days i n the area. They 

12 d i d provide us w i t h a r o y a l t y statement f o r the general 

13 group. A l l of the d i f f e r e n t lease owners purported t o 

14 own i t . However, what I o r i g i n a l l y meant i n my request 

15 was could they p o s s i b l y s t a t e c o r r e c t l y or estimate a 

16 percentage t h a t we would own i f we d i d not do a qu i e t 

17 a c t i o n t o e l i m i n a t e other classes? We know there are 

18 l e g i t i m a t e people i n t h i s and people t h a t are good 

19 c i t i z e n s i n our area, and they a l l t h i n k , you know, they 

20 have got an ownership here. 

21 Rather than do a qu i e t t i t l e on each 

22 w e l l -- and there are so many we l l s i n t h i s area; i t ' s 

23 gotten so complicated t h a t I thought i t might be 

24 easier t o f i n d out from them, using the escrow analysis, 
25 what percentage our f a m i l y would own i f we d i d no quiet 
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1 t i t l e at a l l . 

2 I s t h a t possible? 

3 MR. HADEN: Due t o the current u n c e r t a i n t y 

4 of your a l l ' s ownership, I don't t h i n k t h a t ' s possible. 

5 We don't know who owns — 

6 EXAMINER EZEANYIM: Excuse me. Excuse me. 

7 That's not how t h i s hearing goes. I f you want t o c a l l 

8 him and ask him questions, he has t o come back t o the 

9 witness stand, and then you may step aside and ask 

10 questions. 

11 What you are asking me to do — i f you want 

12 me t o determine your value, t h a t ' s not my job. 

13 MR. THOMAS GREGORY: Right. I understand. 

14 EXAMINER EZEANYIM: Okay. But what you are 

15 doing i s what you're supposed t o do. I f you want t o do 

16 t h a t , you may have t o c a l l Mr. Haden back, and then you 

17 can ask any question you want t o ask him. 

18 MR. THOMAS GREGORY: Okay. 

19 EXAMINER EZEANYIM: I'm sorry I d i d n ' t ask 

20 you -- I should have asked. Do you want t o ask him 

21 questions? I f you want --

22 MR. THOMAS GREGORY: Just i f he could 

23 supply t h a t i n f o r m a t i o n t o us. That's a l l I want. I f 

24 he could supply the in f o r m a t i o n about i f we d i d not do a 

25 quiet t i t l e a c t i o n here t o clea r up those questions. We 
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1 are f i l e d on record i n Eddy County as having an 

2 ownership i n t h i s l e g a l l y . There was a comma missing, 

3 and we've had some problems w i t h t h a t . We've t r i e d t o 

4 r e c t i f y i t . You get down to doing quiet t i t l e a c t i o n s , 

5 the expense versus the -- i t becomes a di m i n i s h i n g 

6 r e t u r n on your income from the r o y a l t y once you spend 

7 a l l t h a t money. 

8 EXAMINER EZEANYIM: I understand. 

9 MR. THOMAS GREGORY: And then what I would 

10 also l i k e t o know i s how many wells w i l l be d r i l l e d and 

11 e x i s t there now. 

12 EXAMINER EZEANYIM: Okay. Now, you may 

13 have Mr. Haden step back t o the witness stand and ask 

14 those questions, so we can get them on the record. I 

15 want you t o ask t h a t question t o Mr. Haden, so we can 

16 get the i n f o r m a t i o n on the record. 

17 MR. THOMAS GREGORY: Right. And I do have 

18 some questions of the Mineral Board [ s i c ] about escrowed 

19 money i f i t ' s not paid t o us. 

20 EXAMINER EZEANYIM: Yeah. You can ask 

21 t h a t . I'm not a witness, but you can ask me anything. 

22 Okay. Mr. Haden, take the stand and answer 

23 the question. 

24 MR. THOMAS GREGORY: One l a s t question: I s 

25 there someone from the Panagopoulos f a m i l y here or 

PAUL BACA PROFESSIONAL COURT REPORTERS 
f72fc616-47ba-431c-a6f1-652a3b55774f 



Page 28 

1 someone t h a t represents them? 

2 - EXAMINER EZEANYIM: Okay. The f o r m a l i t y --

'3 I want t o make sure we do i t r i g h t . 

4 MR. THOMAS GREGORY: I understand. 

5 EXAMINER EZEANYIM: Everything has to be on 

6 the record. 

7 MR. THOMAS GREGORY: Got i t . 

8 EXAMINER EZEANYIM: That's why we conduct 

9 the hearing. 

10 But you can step aside s i t , you know, and 

11 j u s t ask him a question as a witness, any question you 

'12 want t o ask him. 

13 PAUL HADEN, 

14 a f t e r having been p r e v i o u s l y sworn under oath, was 

15 r e c a l l e d , questioned and t e s t i f i e d as f o l l o w s : 

16 CROSS-EXAMINATION 

17 BY MR. THOMAS GREGORY: 

18 Q. I s i t possible -- not are you going t o do i t . 

19 But i s i t possible t o give us a percentage w i t h no qu i e t 

20 was actioned and i f a l l the other people had l e g i t i m a t e 

21 t i t l e ? 

22 A. W e l l , Mr. Gregory, I d o n ' t see how i t i s 

23 poss ib le since we c a n ' t determine the ownership. 

24 Q. But l e t ' s say t h e y ' r e a l l l e g i t i m a t e owners, 

25 and we sa id we agree t h a t t h e y ' r e a l l l e g i t i m a t e owners. 
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1 We'd j u s t l i k e t o know what our percentages would be i n 

2 t h a t case. 

3 A. Well y ' a l l would have t o get together and 

4 decide t h a t by doing some kind of s t i p u l a t i o n of 

5 i n t e r e s t s e t t i n g f o r t h what y o u - a l l a l l agree upon what 

6 your i n t e r e s t i s , and t h a t could be i n l i e u of a qu i e t 

7 t i t l e s u i t . But you have t o get every one of these 

8 owners and/or t h e i r h e i r s involved i n t h i s , which might 

9 be impossible t o do. 

10 Q. Are you saying i t i s impossible t o do without a 

11 quiet t i t l e action? 

12 A. That's my personal opinion. 

13 Q. Okay. But do we have an attorney from your 

14 company t h a t represents Mewbourne t h a t would know t h a t 

15 opinion? 

16 A. Well, our t i t l e a t torney i s not here. He 1s 

17 Q. I understand he's a hearing attorney, 

18 b a s i c a l l y . 

19 A. Yes. 

20 Q. Can you answer t o us how many wells w i l l be 

21 d r i l l e d through t h i s s e c t i o n , whether h o r i z o n t a l or 

22 v e r t i c a l , and how many e x i s t now i n t h i s acreage t h a t ' s 

23 claimed by the Gregorys and the Ervins? 

24 A. Sure. Cu r r e n t l y , there are very four producing 

25 w e l l s . One i s i n the Avalon Bone Spring i n t e r v a l , which 
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1 i s more gassier than o i l y . There i s one of those w e l l s . 

2, There i s also a w e l l i n the Brushy Canyon, which i s i n 

3 the Delaware Formation, and then there are two 

4 h o r i z o n t a l Bone Spring wells t h a t were d r i l l e d i n the 

5 2nd Bone Spring Sand i n t e r v a l . 

6 Q. The report you gave us only showed three w e l l s , 

7 two w i t h money [ s i c ] , and one t h a t hasn't been 

8 determined yet on an escrow, an advance? 

9 A. Yes. We have not examined t i t l e on t h a t t h i r d 

10 one l i s t e d on my l e t t e r , and we haven't s t a r t e d a t i t l e 

11 examination on t h i s f o u r t h w e l l . 

12 EXAMINER EZEANYIM: Excuse me, Mr. Gregory. 

13 You know, t h i s i s an open hearing. Anybody can come i n 

14 here. But I t h i n k what you are asking i s -- what you 

15 guys are t a l k i n g about should have been t a l k e d about i n 

16 your o f f i c e s . I t ' s not something t h a t w i l l r e a l l y help 

17 us decide on whether t o grant the r e l i e f being sought by 

18 the Applic a n t . So what I t h i n k I heard you say i s t h a t 

19 you are t r y i n g t o negotiate w i t h him now on your own 

20 property, which the OCD i s not -- we're not involved i n 

21 those. 

22 MR. THOMAS GREGORY: I know. 

23 EXAMINER EZEANYIM: I t h i n k what you should 

24 have done - - and then i f you have a disagreement w i t h 

25 t h a t , then you have to seek other r e l i e f . We d o n ' t - -
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1 you know,, l i k e you are asking me about escrow. We don't 

2 manage escrow. We don't keep escrow. We don't do 

3 anything. We don't determine t h a t . You may have t o get 

4 an attorney or a land person t o help you w i t h t h a t . The 

5 questions you are asking you should be asking Mr. Haden 

6 i n h i s o f f i c e and see what you get. And i f you had done 

7 t h a t , you may not have appeared at t h i s hearing. 

8 But t h i s i s a hearing, and we give leeway 

9 to everybody. I allowed you to ask these questions. So 

10 please, I want you to keep i t short and ask the 

11 questions, because I don't want you not to ask your 

12 questions. But I want t o l e t you know t h a t t h i s belongs 

13 i n your o f f i c e s , not i n the hearing. 

14 MR. THOMAS GREGORY: Right. 

15 EXAMINER EZEANYIM: Unless you have a 

16 t e c h n i c a l issue t h a t prevents t h i s w e l l from being 

17 d r i l l e d , t h a t ' s r e a l l y what I want t o hear, but not what 

18 your i n t e r e s t i s because we are not i n t e r e s t e d i n those. 

19 MR. THOMAS GREGORY: I understand. 

20 EXAMINER EZEANYIM: I want you t o 

21 understand, e s p e c i a l l y your brother or whoever i s 

22 coming, t o know t h a t we don't negotiate t i t l e at the 

23 hearing. 

24 MR. THOMAS GREGORY: R i g h t . W e l l , I ' m 

25 b a s i c a l l y f i n i s h e d . 
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1 : Q. (BY MR. GREGORY) I j u s t wanted t o know what 

2 happens t o the money, i f you don't pay us, t h a t ' s i n 

3 t h i s escrow account. Who does i t go to? 

A A. I t i s my understanding, a f t e r seven years, i t 

5 goes t o the State Treasury. 

6 Q. So the State of New Mexico, b a s i c a l l y , who i s 

7 the mineral gas a u t h o r i t y , w i l l b e n e f i t i f no settlement 

8 i s made w i t h us; i s t h a t correct? 

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

10 Q. Thank you. That's a l l . 

11 EXAMINER EZEANYIM: Thank you. But you 

12 understand what I said. 

13 MR. THOMAS GREGORY: Yes, I do. 

14 EXAMINER EZEANYIM: Do you have more 

15 questions? 

16 MR. THOMAS GREGORY: That's i t . 

17 EXAMINER EZEANYIM: Okay. Thank you. 

18 Next f a c t witness? 

19 Are you going t o ask questions? 

20 MR. WILLIAM GREGORY: I would l i k e t o ask 

21 questions. 

22 EXAMINER EZEANYIM: Okay. 

23 WILLIAM GREGORY, 

24 a f t e r having been p r e v i o u s l y sworn under oath, 

25 stated the f o l l o w i n g : 
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1 MR. WILLIAM GREGORY: I'm Willi a m Gregory. 

2 Well, i n l i g h t of what you discussed w i t h 

3 my brother, I'm gathering my thoughts, but I ' l l be 

4 b r i e f . 

5 I want to thank you, Your Honor, f o r g i v i n g 

6 me a few minutes. I ' l l get r i g h t t o the po i n t . 

7 As I stated i n the l a s t hearing, the Ervins 

8 and the Gregorys were j u s t good o l ' boys who were best 

9 f r i e n d s and worked together i n the potash mines of 

10 Carlsbad, New Mexico and purchased some mineral r i g h t s 

11 w i t h hard-earned d o l l a r s and good f a i t h . I was named i n 

12 honor of Clarence Ervin , a f f e c t i o n a t e l y known as 

13 Browning [ s i c ] . I'm the best t o represent our mineral 

14 i n t e r e s t group on behalf of my brother and the r e s t of 

15 the group, and we're a l l i n agreement. 

16 And we're not t r y i n g t o cause any problems 

17 w i t h anybody d r i l l i n g a w e l l or anything l i k e t h a t . 

18 I t ' s j u s t t h a t we're not s k i l l e d i n the a r t of what 

19 you're t a l k i n g about, so, t h e r e f o r e , I have to -- I need 

20 t o j u s t speak from my frame of reference. 

21 I'm not here t o , you know, t o embarrass 

22 anyone w i t h whatever I say. But t o get down t o i t , 

23 a f t e r c a r e f u l l y studying the case i n regards t o our 

24 i n t e r e s t , I've come to a possible r e s o l u t i o n , and the 

25 r e s o l u t i o n I've chosen t o present from our beloved 
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1 b rother who .passed away b a s i c a l l y on his dying bed, he 

2 said --he gave me the s o l u t i o n , t h a t i f I f e e l t h a t i f 

3 we would humble ourselves and repent of our s i n i n 

4 regards t o not having the proper paperwork done when our 

5 parents purchased the mineral i n t e r e s t s , t h a t a higher 

6 power or higher court might j u s t come along and heal our 

7 land. 

8 And I'm here t o ask humbly f o r God to heal 

9 our land. And f o r Mewbourne O i l , which has been r e a l l y 

10 great t o us -- they've done everything j u s t e x a c t l y 

11 r i g h t . We r e a l l y l i k e them. We even l i k e the attorney 

12 ( l a u g h t e r ) . 

13 MR. HADEN: We do, too. 

14 (Laughter.) 

15 MR. WILLIAM GREGORY: So, you know, the way 

16 I understand the law from my frame of reference, i t ' s 

17 not s i n , but i t ' s the manner i n which s i n i s d e a l t w i t h . 

18 So we've f o r g i v e n from the s i n . So I'm speaking t o you 

19 i n the way of the s p i r i t . I am par t Indian, and t h a t ' s 

20 j u s t the way I've understood things since I've grown up. 

21 So on behalf of our group, I p u b l i c l y humble ourselves, 

22 and i n the name of Jesus, my -- and i t ' s our f a m i l y , and 

23 known and unknown sins, I f u r t h e r p e t i t i o n Mewbourne O i l 

24 Company, i n our mineral i n t e r e s t s , t h a t we're not 

25 i n t e r e s t e d i n doing l i t i g a t i o n or q u i e t t i t l e a c t ions. 
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1 So f i n a l l y r e c e i v i n g -- knowing how much money i s i n 

2 suspense [ s i c ] , since Mewbourne O i l i s so s k i l l e d i n the 

3 a r t of o i l production and dealing w i t h quiet t i t l e s and 

4 people who have i n t e r e s t s t h a t are unknown, known and 

5 unknown, or i f there i s a problem w i t h the t i t l e , we 

6 j u s t ask f o r a f a i r o f f e r t h a t we could g l a d l y sign. 

7 And we would ask f o r blessings on Mewbourne 

8 O i l and t h e i r continued success i n the o i l f i e l d and 

9 blessings f o r peace and f u l f i l l m e n t and any righteous 

10 o f f e r t o our l i t t l e group. And I ' l l send you a l e t t e r 

11 t o t h a t e f f e c t . And I'm sorry i f t h i s wasn't the place 

12 t o do t h a t , but I made i t p u b l i c . From my frame of 

13 reference, t h a t ' s what I had t o do; t h a t was on my 

14 heart. 

15 MR. HADEN: I understand. 

16 MR. WILLIAM GREGORY: Thank you. I'm done. 

17 EXAMINER EZEANYIM: Are you done? 

18 MR. WILLIAM GREGORY: Yes, s i r . 

19 EXAMINER EZEANYIM: Because I don't want t o 

20 not allow you to — i s t h a t a l l you want t o say? You 

21 have t o have a r i g h t t o say everything you want t o say. 

22 Right? 

23 MR. WILLIAM GREGORY: Yes. I do apprec ia te 

24 a l l the freedom you've g iven me today, s i r . 

25 EXAMINER EZEANYIM: Okay. Thank you very 
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much. You understand the concerns we have? Of course, 

we have t o know what i s going on. So thank you very 

much. 

MR. WILLIAM GREGORY: Thank you. 

EXAMINER EZEANYIM: Anything f u r t h e r ? 

MR. BRUCE: No, s i r . 

EXAMINER EZEANYIM: At t h i s p o i n t , Case 

15082 w i l l be continued t o February 6th f o r the purpose 

of p r o v i d i n g testimony. Right? 

MR. BRUCE: Providing p u b l i c a t i o n n o t i c e . 

EXAMINER EZEANYIM: Continued t o February 

6th. 

(Case Number 15082 concludes, 11:02 a.m.) 

..^r^^sp^ 
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