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1 (10:04 a.m.) 

2 EXAMINER McMILLAN: I ' d l i k e t o now c a l l 

3 Case 15171, a p p l i c a t i o n of Mewbourne O i l Company f o r 

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

5 Eddy County, New Mexico. 

6 C a l l f o r appearances. 

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

8 Santa Fe representing the Applicant. I have two 

9 witnesses, Mr. Haden and Mr. Cless, who I would-ask-that 

10 they be recognized t h a t they were previously sworn and 

11 q u a l i f i e d as experts, landman and geologist, 

12 r e s p e c t i v e l y . 

13 EXAMINER McMILLAN: Any other appearances? 

14 PAUL HADEN, 

15 a f t e r having been previously 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. Now, Mr. Haden, we're back on tra c k here. 

20 A. Back on t r a c k . Thank goodness. 

21 Q. Could you i d e n t i f y E x h i b i t 1 f o r the Examiner 

22 and discuss the w e l l u n i t and the w e l l we're here f o r 

23 today? 

24 A. Okay. E x h i b i t Number 1 i s a land p l a t of the 

25 area. I t i nd i ca t e s our proposed spacing u n i t f o r t h i s 
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1 w e l l , which i s i n d i c a t e d i n a shaded yellow color i n the 

2 east h a l f of Section 35 of Township 23 South, Range 28 

3 East. I t also i n d i c a t e s the l a t e r a l f o r t h i s proposed 

4 w e l l and the surface and bottom-hole l o c a t i o n s . 

5 Q. And what i s the formation being pooled i n t h i s 

6 well? 

7 A. The formation being pooled i n t h i s w e l l i s the 

8 Wolfcamp Formation. 

9 Q. And I believe t h a t ' s the South Culebra 

10 Bluff-Wolfcamp gas pool? 

11 A. Correct. And i t has a pool code of 75750. The 

12 API number also f o r t h i s w e l l i s 30-015-42407. 

13 Q. And t h i s w e l l does have an unorthodox gas we l l 

14 location? 

15 A. Yes, i t does. 

16 Q. And w i l l Mr. Cless discuss that? 

17 A. Yes, he w i l l . 

18 Q. B r i e f l y , what i s E x h i b i t 2? 

19 A. E x h i b i t 2 sets f o r t h the t r a c t ownership f o r 

20 t h i s proposed Layla 35 W20B Fee #3H w e l l . This w e l l 

21 l o c a t i o n i s 195 fee t from the south l i n e , 2,435 fe e t 

22 from the east l i n e , 330 fee t from the north l i n e and 

23 2,150 fee t from the east l i n e of Section 35, 23 South, 

24 28 East. I t sets f o r t h the t r a c t ownership, as I 

25 advised you pre v i o u s l y . I t also sets f o r t h the 
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1 u ncertain ownerships -- ownership i n Tract Number 4, 

2 which i s comprised of 3.6 percent i n t e r e s t i n the 

3 southeast quarter. 

4 The p a r t i e s being pooled are those p a r t i e s 

5 i n d i c a t e d also on t h i s e x h i b i t , which have — or may 

6 have possible claim t o t h i s i n t e r e s t . This proposed 

7 pooled i n t e r e s t would be 2.25 percent i n the p r o j e c t 

8 area. 

9 Q. And these owners own i n Tracts 3 and 4? 

10 A. Yes. I'm sor r y . 3 and 4. 

11 Q. And these are the same p a r t i e s t h a t we 

12 discussed at length i n Case 15168? 

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

14 Q. And the same t i t l e problems apply? 

15 A. Same t i t l e problems apply. 

16 Q. And E x h i b i t 3 i s a p o r t i o n of t h a t t i t l e 

17 opinion discussed i n the p r i o r case? 

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

19 Q. Is E x h i b i t 4 simply a summary of your contacts 

20 w i t h the locatable p a r t i e s , as you've previously 

21 discussed? 

22 A. That 1s also c o r r e c t . 

23 Q. And i s E x h i b i t 5 a backup of correspondence, 

24 e-mails, et cetera regarding your contacts w i t h the 

25 locat a b l e i n t e r e s t owners? 
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1 A. Yes, i t i s . 

2 Q. And i n your opinion, has Mewbourne made a 

3 good-faith e f f o r t t o obtain the voluntary j o i n d e r of the 

4 locatable i n t e r e s t owners i n the well? 

5 A. I n our opinion, yes, we so beli e v e . 

6 Q. And, again, there are a number of unlocatable 

7 i n t e r e s t owners? 

8 A. There are a number of unlocatable owners. 

9 Q. And you discussed t h a t i n 15168, correct? 

10 A. Yes, I d i d . 

11 Q. And d i d Mewbourne make a good-faith e f f o r t to 

12 t r y t o t r a c k down a v a l i d address f o r these i n t e r e s t 

13 owners? 

14 A. We t h i n k we d i d . 

15 Q. Could you i d e n t i f y E x h i b i t 6 f o r the Examiner? 

16 A. E x h i b i t Number 6 i s a copy of our--AFE f o r t h i s 

17 proposed w e l l . I t i n d i c a t e s the surface and bottom-hole 

18 locations f o r the Layla 35 W20B Fee #3H w e l l . I t also 

19 indicates the cost t o casing p o i n t , which i s $3,060,300. 

20 And the t o t a l estimated completed cost f o r t h i s w e l l i s 

21 $6,689,300. 

22 Q. And are these costs i n l i n e w i t h the costs of 

23 other Wolfcamp h o r i z o n t a l wells d r i l l e d i n t h i s area of 

24 southeast New Mexico? 

25 A. Yes, i t i s . 
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1 Q. Do you request t h a t Mewbourne be appointed 

2 operator of t h i s well? 

3 A. We do. 

4 Q. And what i s your recommendation as t o the 

5 overhead rates t h a t Mewbourne should be allowed? 

6 A. 7,000 f o r the d r i l l i n g w e l l r a t e and $700 per 

7 month f o r a producing w e l l r a t e . 

8 Q. And, again, those are the rates i n your JOA? 

9 A. Those are the rates t h a t are i n our JOA. 

10 Q. And do you believe those rates f a i r and 

11 reasonable? 

12 A. Fair and reasonable, yes. 

13 Q. And was notice given t o the loca t a b l e i n t e r e s t 

14 owners? 

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

16 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 7? 

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

18 MR. BRUCE: And, Mr. Examiner, again, the 

19 l a s t page of Ex h i b i t 7 shows three i n t e r e s t owners who 

20 we have not received green cards back, so I have 

21 published a d d i t i o n a l n o t i c e as against those p a r t i e s , 

22 and I ' d ask that the case be continued f o r two weeks. 

23 Q. (BY MR. BRUCE) And f i n a l l y , Mr. Haden, was 

24 not i c e of the unorthodox l o c a t i o n given t o the p e r t i n e n t 

25 o f f s e t i n t e r e s t owners? 
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1 A. That's c o r r e c t . 

2 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 8? 

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

4 MR. BRUCE: And, once again, Mr. Examiner, 

5 the Chevron green card d i d not come back, but the post a l 

6 service Web s i t e does show t h a t they d i d receive n o t i c e . 

7 Hopefully I ' l l have t h a t green card back by the next 

8 hearing. 

9 Q. (BY MR. BRUCE) Were E x h i b i t s 1 through 8-either 

10 prepared by you or under your supervision or compiled 

11 from company business records? 

12 A. They were. 

13 Q. And, Mr. Haden, i s the granting of t h i s 

14 a p p l i c a t i o n i n the i n t e r e s t of conservation and the 

15 prevention of waste? 

16 A. Yes, s i r . 

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

18 admission of Ex h i b i t s 1 through 8. 

19 EXAMINER McMILLAN: So accepted. 

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

21 through 8 were o f f e r e d and admitted i n t o 

22 evidence.) 

23 MR. BRUCE: And I have no f u r t h e r questions 

24 o f the wi tness . 

25 
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1 CROSS-EXAMINATION 

2 BY EXAMINER McMILLAN: 

3 Q. Is the acreage 100 percent fee? 

4 A. 100 percent fee, yes. 

5 Q. No state? No federal? 

6 A. No st a t e , no f e d e r a l . 

7 Q. And you have -- you w i l l advertise i n the l o c a l 

8 newspaper? 

9 MR. BRUCE: I have submitted an a d d i t i o n a l 

10 notice a f f i d a v i t t o the Carlsbad newspaper. 

11 EXAMINER McMILLAN: I have no f u r t h e r 

12 questions at t h i s time. Thank you very much. 

13 THE WITNESS: Thank you, Mr. Examiner. 

14 NATE CLESS, 

15 a f t e r having been previously 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. Mr. Cless, are you f a m i l i a r w i t h the Wolfcamp 

20 geology i n t h i s section of land? 

21 A. Yes, I am. 

22 Q. Could you i d e n t i f y E x h i b i t 9 f o r the Examiner? 

23 A. E x h i b i t 9 i s a s t r u c t u r e map of the - - a 

24 s t r u c t u r e map on the top of the Wolfcamp Formation, a 

25 n i n e - s e c t i o n p r o j e c t area. I ' v e h i g h l i g h t e d a l l of the 
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1 v e r t i c a l production here, but r e a l l y we're j u s t 

2 i n t e r e s t e d i n the Wolfcamp production. And there are no 

3 v e r t i c a l Wolfcamp producers i n t h i s area. The only 

4 Wolfcamp producer i s the h o r i z o n t a l w e l l that we've 

5 d r i l l e d , which i s h i g h l i g h t e d i n blue, i n the west 

6 half-west h a l f of Section 35. The red arrow i n the west 

7 h a l f - e a s t h a l f of Section 35 in d i c a t e s the l o c a t i o n of 

8 our proposed l a t e r a l . 

9 Q. And would you i d e n t i f y E x h i b i t 10 f o r the 

10 Examiner? 

11 A. E x h i b i t 10 i s a thre e - w e l l cross section t h a t 

12 covers the middle p a r t of the Wolfcamp Formation 

13 throughout t h i s area. What we're t a r g e t i n g i s what we 

14 c a l l the Wolfcamp D Formation. 

15 Q. That's an i n t e r n a l designation? 

16 A. I t ' s an i n t e r n a l designation, and i t ' s 

17 h i g h l i g h t e d by those two green l i n e s i n the lower part 

18 of the cross se c t i o n . 

19 The Wolfcamp Formation i t s e l f i s thousands 

20 of f e e t t h i c k i n t h i s area, but the Wolfcamp D i s where 

21 we've d r i l l e d our i n i t i a l w e l l i n Section 35 and where 

22 we plan on d r i l l i n g our next w e l l . 

23 You can see i t ' s -- you can see there are 

24 c e r t a i n c o r r e l a t i o n markers t h a t are depicted throughout 

25 t h i s cross section, and you can see t h a t the — the 
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1 thickness of t h i s Wolfcamp Formation i s very uniform 

2 across t h i s p r o j e c t area-. 

3 . Q. And i t appears are or were a number of Morrow 

4 wells i n t h i s area? 

5 A. Yes, th a t ' s c o r r e c t . 

6 Q. And so there i s a l o t of log data on the 

7 c o n t i n u i t y of the Wolfcamp across t h i s area? 

8 A. Yes, th a t ' s c o r r e c t . 

9 Q. And t h i s i s a standard 320-acre gas well, -unit? 

10 A. Yes, th a t ' s c o r r e c t . 

11 Q. And what are the normal setbacks f o r a gas 

12 well? 

13 A. The normal setbacks are 660 from the u n i t 

14 l i n e s . Going t o our next e x h i b i t --

15 Q. Go ahead. E x h i b i t 11. 

16 A. E x h i b i t 11 i s the h o r i z o n t a l well-plan f o r t h i s 

17 p a r t i c u l a r w e l l . And you can see our surface l o c a t i o n 

18 i s 185 from south, and the landing poi n t i s 757 from 

19 south, so t h a t w i l l be a l e g a l l o c a t i o n . However, our 

20 bottom hole i s 330 from north, 2,150 from east, so th a t 

21 i s not a l e g a l l o c a t i o n . However, i t i s p r e t t y standard 

22 f o r these Wolfcamp h o r i z o n t a l s t o go up t o 330 from the 

23 l i n e . The o f f s e t operator i n Section 26 i s Chevron, and 

24 they're also a working i n t e r e s t partner of ours i n 

25 Section 35. They were also i n the f i r s t w e l l -- the 
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1 Wolfcamp well that we d r i l l e d i n Section 35, so they 

2 have no objection to us going 330 from the north l i n e . 

3 . Q. And, actually, Mr. Cless, the well is — the 

4 well i s closer to the west l i n e unit and permitted by 

5 Division regulations? 

6 A. That's correct. Yeah, that's correct. Due to 

7 surface location, you know, we were -- we were able to 

8 get — we were only able to get t h i s — t h i s 185 from 

9 south and 2, 435 from the east l i n e . And so we are -we 

10 are technically closer to our — to the west half of the 

11 section than we should be. However, we are the operator 

12 of the west half, so we've --

13 Q. Right. Do you — based on the Wolfcamp 

14 geology, do you anticipate any adverse effect on the 

15 of f s e t , Chevron, i n Section 26 to the north? 

16 A. We don't believe so. Again — again, a l l of 

17 these a l l of the horizontals i n t h i s area have been 

18 north-south, and so -- and we haven't r e a l l y seen any 

19 communication between even any of our Bone Spring wells 

20 that have been north-south, so we don't -- we don't 

21 believe that -- that by going to 330 from the l i n e that 

22 the offset operators w i l l see any adverse effects from 

23 t h i s . 

24 Q. And would Mewbourne ob jec t i f Chevron wanted t o 

25 d r i l l t o 330 f rom the south l i n e o f t h i s sect ion? 
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1 A. We would not. 

2 Q. Were E x h i b i t s 9 and 10 prepared by you? 

3 A. Yes. 

4 Q. And was E x h i b i t 11 compiled from company 

5 business records? 

6 A. Yes. 

7 Q. And i n your opinion, i s the granting of t h i s 

8 a p p l i c a t i o n i n the i n t e r e s t of conservation the 

9 prevention of waste? 

10 A. Yes. 

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

12 admission of E x h i b i t s 9, 10 and 11. 

13 EXAMINER McMILLAN: So accepted. 

14 (Mewbourne O i l Company E x h i b i t Numbers 9 

15 through 11 were o f f e r e d and admitted i n t o 

16 evidence.) 

17 CROSS-EXAMINATION 

18 BY EXAMINER McMILLAN: 

19 Q. Okay. The f i r s t question 1 1ve got i s please 

20 t e l l me the surface l o c a t i o n . 

21 A. 185 from south, 2,435 from the east. 

22 Q. F i r s t p e n e t r a t i o n point? 

23 A. 757 from south, 2,400 from the east. 

24 Q. Fi n a l p e n e t r a t i o n point? 

25 A. 330 from the north, 2,150 from the east. 
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1 Q. To be clear, Chevron has been n o t i f i e d ? 

2 A. Yes. They're a working i n t e r e s t operator i n 

3 our w e l l . They have s i g n i f i c a n t i n t e r e s t i n our w e l l , 

4 so they have been — they have been n o t i f i e d . 

5 MR. BRUCE: Yeah. Mr. Examiner, E x h i b i t 8 

6 shows they were n o t i f i e d , and I believe Mr. Haden 

7 t e s t i f i e d p reviously t h a t Chevron i s the operator of, I 

8 believe, a l l of Section 26. 

9 Correct, Mr. Haden? 

10 MR. HADEN: That's c o r r e c t . Yes, s i r . 

11 MR. BRUCE: And t o be safe, we also 

12 n o t i f i e d Southwest Royalties, who i s t o the south, 

13 southwest, and they received notice of t h i s a p p l i c a t i o n , 

14 too. 

15 THE WITNESS: I n Section 2. 

16 MR. BRUCE: I n Section 2. 

17 EXAMINER McMILLAN: Okay. 

18 Q. (BY EXAMINER McMILLAN) And I'm j u s t curious. 

19 Has the Wolfcamp been as p r o l i f i c as the Bone Spring? 

2 0 A. Yes. I t ' s gassier. I t 1 s a gassier r e s e r v o i r , 

21 but i t s t i l l makes q u i t e a b i t of l i q u i d out of i t . And 

22 we j u s t d r i l l e d the f i r s t w e l l four months ago, four or 

23 f i v e months ago, and we've -- the i n i t i a l production 

24 we've seen on i t has been very good. So i t ' s d e f i n i t e l y 

25 met our economic standards. So i t looks l i k e i t ' s going 
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1 t o work up i n t h i s area • 

2 Q- So i s your j u s t i f i c a t i o n f o r the north-south 

3 the performance of the e x i s t i n g well? 

4 A. Pret t y much. With a l l the other — wit h a l l 

5 the other h o r i z o n t a l s , I don't believe t h a t the stress 

6 f i e l d s change from formation t o formation, and i f they 

7 do, they don't change 1 80 degrees or 90 degrees. So 

8 Q- I have no f u r t h e r questions. 

9 EXAMINER McMILLAN: And Case Number 15171 

10 w i l l be continued u n t i l J u ly the 24th. 

11 (Case Number 15171 concludes, 10:20 a.m.) 

12 
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