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1 (9:50 a.m.) 

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

3 t o order Docket 21-14, Case Number 15170, a p p l i c a t i o n of 

4 Mewbourne O i l Company f o r approval of a nonstandard o i l 

5 spacing and p r o r a t i o n u n i t , an unorthodox w e l l l o c a t i o n 

6 and compulsory pooling, Eddy County, New Mexico. 

7 C a l l f o r appearances. 

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

9 Santa Fe representing the Applicant. I have two 

10 witnesses, Mr. Haden and Mr. Cless, who have been 

11 previously sworn and q u a l i f i e d . 

12 EXAMINER McMILLAN: Any other appearances? 

13 PAUL HADEN, 

14 a f t e r having been previously sworn under oath, was 

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

16 DIRECT EXAMINATION 

17 BY MR. BRUCE: 

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

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

20 today? 

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

22 I t depicts the spacing u n i t , which i n t h i s case i s the 

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

24 East. This proposed Basin u n i t i s shaded i n yellow. I t 

25 also i n d i c a t e s the proposed l a t e r a l and the surface and 
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1 bottom-hole l o c a t i o n s f o r the Layla 35 W2 --

2 Q. No, no. 

3 MR. BRUCE: Excuse me, Mr. Examiner. 

4 Q. {BY MR. BRUCE) You have the wrong f i l e there, 

5 Mr. Haden? 

6 A. I do. 

7 Q. You jumped ahead of yourself? 

8 A. Let's back up. 

9 EXAMINER McMILLAN: Before you go any 

10 f u r t h e r , he has been f u l l y q u a l i f i e d ? 

11 MR. BRUCE: Yes. He was sworn and 

12 q u a l i f i e d . 

13 EXAMINER McMILLAN: As an expert witness? 

14 MR. BRUCE: As an expert landman. 

15 EXAMINER McMILLAN: Okay. 

16 Q- (BY MR. BRUCE) And l e t ' s take a step back, 

17 Mr. Haden. 

18 A. Let's s t a r t again. 

19 Q. The land problems kind of blend together a f t e r 

20 a while, don't they? 

21 A. Yes, they do. 

22 Q. Ex h i b i t 1, what i s the w e l l u n i t and what i s 

23 the w e l l name? 

24 A. Ex h i b i t Number 1 i s the land p l a t of the area, 

25 and i t i n d i c a t e s our proposed nonstandard o i l p r o r a t i o n 
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1 u n i t , which i s i n the east h a l f of the west h a l f of 

2 Section 35, Township 23 South, Range 28 East. I t 

3 ind i c a t e s the nonstandard u n i t , which i s colored or 

4 shaded i n yellow, w i t h the proposed bottom-hole l o c a t i o n 

5 and the surface l o c a t i o n and the l a t e r a l . 

6 The surface l o c a t i o n i s 185 feet from the 

7 south l i n e , 1,670 fee t from the west l i n e . The 

8 bottom-hole l o c a t i o n i s 330 f e e t from the north l i n e and 

9 1,980 fee t from the west l i n e . 

10 Q. And you're pooling the Bone Spring Formation, 

11 again? 

12 A. Yes, we are. 

13 Q. And w i l l the producing i n t e r v a l of the Layla 35 

14 B2NC Fee Well #2H be orthodox? 

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

16 Q. And j u s t b r i e f l y , what i s E x h i b i t 2? 

17 A. E x h i b i t 2 i s the t r a c t ownership f o r our 

18 proposed nonstandard o i l u n i t . I t i n d i c a t e s the 

19 p a r t i c i p a t i n g p a r t i e s as Tracts 1, 2,3 and 4. Tract 

20 Number 4 i s the t r a c t t h a t has some uncertain ownership. 

21 I t sets f o r t h the uncertain ownership of a 3.6 percent 

22 i n t e r e s t . I t also indicates the possible owners who may 

23 have claim t o t h i s i n t e r e s t , and i t l i s t s them also i n 

24 t h i s e x h i b i t . The p a r t i e s being pooled comprise 

25 approximately 1.8 percent of t h i s nonstandard u n i t . 
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1 Q. And, again, these are the same p a r t i e s , and you 

2 s t i l l have the same t i t l e issues t h a t you addressed more 

3 f u l l y i n Case 15168? 

4 A. Yes. 

5 Q. And i s E x h i b i t 3 simply another copy of the 

6 t i t l e opinion discussed i n t h a t case? 

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

8 Q. I s E x h i b i t 4 your summary of e f f o r t s t o obtain 

9 the j o i n d e r of the locatable people? 

10 A. Yes. 

11 Q. And i s E x h i b i t 5 simply your backup 

12 correspondence, et cetera w i t h these people? 

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

14 Q. I n your opinion, has Mewbourne made a 

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

16 locatable owners? 

17 • A. Yes, we have. 

18 Q. And has Mewbourne made a good-faith e f f o r t t o 

19 obtain or locate addresses f o r a l l of the i n t e r e s t 

20 owners i n t h i s w e l l u n i t ? 

21 A. Yes, we have. 

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

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

24 w e l l , the Layla 35 B2NC Fee #2H w e l l . I t indicates the 

25 estimated w e l l costs f o r t h i s w e l l . The estimated costs 
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1 t o completion i s 2 m i l l i o n -- excuse me -- cost t o 

2 casing p o i n t i s $2,094,300. The completed w e l l cost i s 

3 3,974,100. 

4 Q. And are these costs f a i r and reasonable and i n 

5 l i n e w i t h the cost of other wells d r i l l e d t o the Bone 

6 Spring Formation i n t h i s immediate area? 

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

8 Q. And does Mewbourne request t h a t i t be appointed 

9 operator of the well? 

10 A. Yes, we do. 

11 Q. And what i s your recommendation f o r the 

12 supervision and a d m i n i s t r a t i v e expenses? 

13 A. 7,000 d r i l l i n g w e l l r a t e and $700 per month 

14 producing w e l l r a t e . 

15 Q. And are these the rates t h a t are i n your JOA 

16 f o r t h i s section? 

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

18 Q. And do you believe these amounts are f a i r and 

19 reasonable not only f o r Mewbourne but f o r other working 

20 i n t e r e s t owners i n t h i s area? 

21 A. We do believe so. 

22 Q. And do you request t h a t the rates be adjusted 

23 p e r i o d i c a l l y as required by the COPAS accounting 

24 procedure? 

25 A. Yes, we do. 
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1 Q. And do you request the maximum cost plus 200 

2 percent r i s k charge? 

3 . A. Yes, we do. 

4 Q. Once again, were the loca t a b l e i n t e r e s t owners 

5 n o t i f i e d of t h i s hearing? 

6 A. Yes, they were. 

7 Q. And i s t h a t r e f l e c t e d on E x h i b i t 7? 

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

9 MR. BRUCE: And, again, Mr. Examiner, there 

10 are three t h a t j u s t haven't come back. And I'd request 

11 t h i s matter be continued f o r two weeks, so I can get the 

12 supplemental notice t h a t I had published i n the 

13 newspaper. 

14 Q. (BY MR. BRUCE) And, Mr. Haden, were a l l of the 

15 p e r t i n e n t o f f s e t s n o t i f i e d of t h i s a p p l i c a t i o n f o r the 

16 nonstandard u n i t ? 

17 A. Yes, they were. 

18 Q. And those o f f s e t s are i d e n t i f i e d i n E x h i b i t 8 

19 of my A f f i d a v i t of Notice? 

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

21 MR. BRUCE: Mr. Examiner, once again, the 

22 Chevron green card d i d not come back, and I w i l l submit 

23 t h a t at the next hearing. I hope i t ' s back by then. 

24 Q. (BY MR. BRUCE) Mr. Haden, were Exh i b i t s 1 

25 through 8 prepared by you or under your supervision or 
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1 compiled from company business records? 

2 A. Yes, they were. 

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

4 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 

5 prevention of waste? 

6 A. Yes, t h a t ' s c o r r e c t . 

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

8 admission of E x h i b i t s 1 through 8. 

9 EXAMINER McMILLAN: So accepted. 

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

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

12 evidence.) 

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

14 of the witness. 

15 CROSS-EXAMINATION 

16 BY EXAMINER McMILLAN: 

17 Q. Okay. What's the name of the pool name, again? 

18 Is i t the South Culebra? 

19 A. Yeah, South Culebra. And the API number f o r 

20 t h i s w e l l i s 3001542353. 

21 Q. Do you have a pool code? 

22 A. I believe i t ' s 15011. 

23 Q. And, once again, i s t h i s 100 percent fee? 

24 A. 100 percent fee, yes, s i r . 

25 Q. No s t a t e , BLM? 
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1 A. No s t a t e or Fed. 

2 Q. Thank you. I have no f u r t h e r questions at t h i s 

3 time. 

4 A. Thank you, Mr. Examiner. 

5 MR. BRUCE: C a l l Mr. Cless up here j u s t 

6 very b r i e f l y , Mr. Examiner. 

7 NATE CLESS, 

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

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

10 DIRECT EXAMINATION 

11 BY MR. BRUCE: 

12 Q. Mr. Cless, you t e s t i f i e d as an expert geologist 

13 i n Case Number 15168 regarding the Bone Spring w e l l i n 

14 the west half-west h a l f of Section 35; d i d you not? 

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

16 Q. And were E x h i b i t s 9, 10 and 11 submitted i n 

17 th a t case also applicable t o t h i s case, i n 15170? 

18 A. Yes, they are. 

19 Q. And would you request t h a t the testimony you 

20 gave regarding those e x h i b i t s be incorporated i n t o t h i s 

21 case? 

22 A. Yes. 

23 EXAMINER McMILLAN: So accepted. 

24 Q. (BY MR. BRUCE) And j u s t i n summary f a sh ion , 

25 w i l l each qua r t e r -qua r t e r sec t ion i n t h i s w e l l u n i t 
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1 c o n t r i b u t e more or less equally t o production? 

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

3 Q. And i n your opinion, are stand-up w e l l u n i t s 

4 preferable i n t h i s section? 

5 A. Yes, they are. 

6 Q. What I've submitted -- the only other matter 

7 I've submitted, Mr. Cless, i s the Well Planning Report 

8 marked E x h i b i t 9. Could you j u s t p r e v i o u s l y discuss 

9 that? 

10 A. Yeah. I t i s j u s t the h o r i z o n t a l w e l l plan t h a t 

11 we have f o r t h i s p a r t i c u l a r w e l l . And the f i r s t page 

12 shows the surface l o c a t i o n of 185 from the south, 1,670 

13 from the west, the landing p o i n t of 660 from south, 

14 1,703 from west, and the bottom hole of 330 from the 

15 north, 1,980 from west. So our f i r s t take poi n t w i l l be 

16 at the landing p o i n t , so we w i l l be at a l e g a l l o c a t i o n 

17 i n t h i s p a r t i c u l a r w e l l . 

18 Q. And, again, there are about 20 completion 

19 stages? 

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

21 Q. And was E x h i b i t 9 compiled from company 

22 business records? 

23 A. Yes, i t was. 

24 Q. And i n your op in ion , i s the g ran t ing of t h i s 

25 a p p l i c a t i o n i n the i n t e r e s t o f conservat ion and the 
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1 prevention of waste? 

2 A. Yes. 

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

4 admission of E x h i b i t 9. 

5 EXAMINER McMILLAN: My question i s , j u s t 

6 f o r the record, should E x h i b i t 9 be c a l l e d E x h i b i t 

7 9-15170, since there's already an e x i s t i n g 

8 MR. BRUCE: Well, no. I n t h a t other case, 

9 we j u s t submitted the Well Planning Report f o r th a t 

10 other w e l l , the f i r s t w e l l . 

11 EXAMINER McMILLAN: Right. But his 

12 geologic presentation had an e x i s t i n g Number 9. 

13 MR. BRUCE: Ah. Okay. 

14 EXAMINER McMILLAN: So I was t r y i n g , f o r 

15 o r g a n i z a t i o n a l purposes, t o keep things simple. 

16 MR. BRUCE: Mr. Examiner, why don't we do 

17 t h a t , mark i t E x h i b i t — what d i d you say? 1201? 

18 EXAMINER McMILLAN: Let's c a l l i t E x h i b i t 

19 9-15170. 

20 MR. BRUCE: Or 12 — I t h i n k what you sa id 

21 was 12-15170. I s t h a t what you sa id f i r s t ? 

22 EXAMINER McMILLAN: What I sa id was l e t ' s 

23 j u s t d i f f e r e n t i a t e we have two e x i s t i n g 9s. L e t ' s 

24 d i f f e r e n t i a t e t h i s one. 

25 MR. BRUCE: Okay. Go ahead. 
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1 EXAMINER McMILLAN: I ' d l i k e t o c a l l i t 

2 9-15170 f o r the record. I t ' s more clear . 

3 MR. BRUCE: Yeah, we can do t h a t . The 

4 reason I didn ' t do t h a t , Mr. Examiner, i s because 

5 Mr. Goetze always chastises me when I put "dash A" or 

6 dash something else. 

7 EXAMINER McMILLAN: Okay. Keep things 

8 s imp1e. 

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

10 9-15170 was o f f e r e d and admitted i n t o 

11 evidence.) 

12 MR. BRUCE: But I have no f u r t h e r questions 

13 of t h i s witness. 

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

15 questions. 

16 Case Number 15170 w i l l be continued u n t i l 

17 July 24th. And thank you. 

18 MR. BRUCE: One t h i n g , Mr. Examiner, i f I 

19 could, I meant t o mention t h i s . I n Case 15170, again, 

20 i n the advertisement, I had asked f o r an unorthodox w e l l 

21 l o c a t i o n , but t h a t i s i n c o r r e c t . There i s no unorthodox 

22 w e l l l o c a t i o n . 

23 EXAMINER McMILLAN: So accepted. 

24 (Case Number 15170 concludes, 10:04 a.m.) 
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