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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING CALLED BY 
THE OIL CONSERVATION DIVISION FOR THE 
PURPOSE OF CONSIDERING: 

APPLICATION OF MEWBOURNE OIL COMPANY 
FOR COMPULSORY POOLING, EDDY COUNTY, 
NEW MEXICO 

CASE NO. 13 ,158 

ORIGINAL 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID R. CATANACH, Hearing Examiner 

Ocr 
' ' 2003 

October 9th, 2003 ^ ^ S e t y 
0i'Ci.._t 

'stion 0/ • 
Santa Fe, New Mexico /s/0n 

This matter came on f o r hearing before t h e New 

Mexico O i l Conservation D i v i s i o n , DAVID R. CATANACH, 

Hearing Examiner, on Thursday, October 9 t h , 2003, a t the 

New Mexico Energy, Minerals and Na t u r a l Resources 

Department, 1220 South Saint Francis Drive, Room 102, Santa 

Fe, New Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter 

No. 7 f o r the State of New Mexico. 

* * * 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

9:35 a.m.: 

EXAMINER CATANACH: Okay, a t t h i s time I ' l l c a l l 

Case 13,158, the A p p l i c a t i o n of Mewbourne O i l Company f o r 

compulsory p o o l i n g , Eddy County, New Mexico. 

C a l l f o r appearances. 

MR. BRUCE: Mr. Examiner, Jim Bruce of Santa Fe, 

r e p r e s e n t i n g the A p p l i c a n t . I have one witness. I f the 

r e c o r d could r e f l e c t , the witness i s Mr. Paul Haden who was 

p r e v i o u s l y sworn and q u a l i f i e d i n the p r i o r case. 

EXAMINER CATANACH: Okay, the record s h a l l 

r e f l e c t t h a t Mr. Paul Haden has been sworn i n and q u a l i f i e d 

i n t h e previous case. 

D. PAUL HADEN. 

the witness h e r e i n , having been p r e v i o u s l y d u l y sworn upon 

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

DIRECT EXAMINATION 

BY MR. BRUCE: 

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

discuss the w e l l proposal i n t h i s matter? 

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

I t i n d i c a t e s our proposed spacing u n i t , which i s i n d i c a t e d 

i n y e l l o w , which i s the south h a l f of Section 3 0 of 21 

South, 27 East. 

I t a lso i n d i c a t e s a surface l o c a t i o n i n Section 
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29, which i s a d j o i n i n g t o Section 30 w i t h the bottomhole 

l o c a t i o n being i n Section 30. The surface l o c a t i o n i s 

approximately 2114 f e e t from the south l i n e and 2464 f e e t 

from the east l i n e of Section 29. The w e l l w i l l be 

d i r e c t i o n a l l y d r i l l e d t o the proposed bottomhole l o c a t i o n , 

which i s approximately 750 f e e t from the south l i n e and 700 

f e e t from the east l i n e of Section 30. 

Q. And i n t h i s case you are seeking t o pool below 

t h e t o p of the Cisco; i s t h a t c o r r e c t ? 

A. That's c o r r e c t , f o r e v e r y t h i n g spaced on 320 

acres. 

MR. BRUCE: Mr. Examiner, one t h i n g . I'm not 

sure and I don't t h i n k the A p p l i c a n t i s sure u n t i l the w e l l 

i s d r i l l e d i f , say, the top of the Cisco w i l l be a t an 

orthodox w e l l l o c a t i o n . We're not here today seeking an 

unorthodox w e l l l o c a t i o n , we're j u s t seeking the f o r c e 

p o o l i n g of these i n t e r e s t s . 

EXAMINER CATANACH: Okay, the A p p l i c a n t 

understands he may have t o come back i n i f t h a t ' s the case? 

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

EXAMINER CATANACH: Okay. 

Q. (By Mr. Bruce) What i s the reason f o r 

d i r e c t i o n a l l y d r i l l i n g t h i s w e l l , Mr. Haden? 

A. Okay, the proposed bottom l o c a t i o n , t h i s l o c a t i o n 

i s l o c a t e d less than two miles n o r t h of downtown Carlsbad. 
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There are also a number of houses, residences, i n the 

immediate area, of which our well w i l l be bottomholed under 

some of those. 

Also there's pipeline concerns. We f e e l i t ' s 

unsafe t o have a pipeline w i t h i n the c i t y l i m i t s , which i s 

the reason f o r us locating the w e l l , the surface location, 

outside of the c i t y l i m i t s . 

Q. Okay, could you move on to your Exhibit 2 and 

j u s t b r i e f l y i d e n t i f y that f o r the Examiner? 

A. Okay, Exhibit Number 2 i s a d r i l l i n g prognosis 

which indicates the path of the wellbore v e r t i c a l l y from 

Section 29 t o 30. The second page indicates the horizontal 

p r o j e c t i o n of t h i s wellbore from the surface location i n 29 

to the bottomhole location i n 30. 

Q. So u n t i l you get to — maybe toward the bottom of 

the Wolfcamp, you are s t i l l i n Section 29, are you not? 

A. That i s correct. 

Q. And Mewbourne does not own the minerals or the 

leasehold i n t e r e s t i n tha t , does i t ? 

A. No, we don't — no leasehold or minerals i n 

Section 29. 

Q. And so you had to come to terms with the 

leaseholders there regarding the d r i l l i n g of t h i s well? 

A. Yes, we did. We obtained a subsurface easement 

from OXY USA, who — they are the operator of two wells 
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w i t h i n Section 29. We also obtained subsurface easements 

from a l l of the mineral owners wherein our — t h e path of 

our w e l l b o r e would be going through t h e i r p r o p e r t y . 

Q. Could you r e f e r next t o your E x h i b i t 3 and g i v e 

us an ownership summary? 

A. E x h i b i t Number 3 includes a t r a c t ownership. I t 

i n d i c a t e s the s p e c i f i c acreage i n which we are p o o l i n g . A 

l o t of these lands are described by metes and bounds, which 

some of them are very lengthy, so I've summarized those. 

I t a lso i n d i c a t e s the owners of those t r a c t s , 

some of which we own an i n t e r e s t , and others we have not 

been able t o make a t r a d e w i t h the people. E i t h e r they 

have refused or we have not been able t o l o c a t e them. 

Q. Which persons l i s t e d on E x h i b i t 3 do you need t o 

pool a t t h i s p o i n t ? 

A. Okay, E x h i b i t Number 3, we need t o pool Tony 

Giarratano; Ben C. Cavender and h i s w i f e C h r i s t i n e 

Cavender; Family Eldercare, I n c . , apparently the guardian 

f o r Martha Leigh Cardwell, or the J.P. Morgan Chase Bank, 

Trustee of the Leigh Cardwell I r r e v o c a b l e T r u s t ; Dr. Thomas 

W. Pendergrass; B u r l i n g t o n Northern and Santa Fe Railway 

Company; R.E. Fox and h i s w i f e Annie Fox; Dennis A. M o r r i s 

and h i s w i f e V e r l y n M o r r i s . 

Q. And on the second page of the summary sheet under 

u n i t ownership, the only working i n t e r e s t owner a t t h i s 
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point i s Mewbourne O i l Company, i s i t not? 

A. That i s correct. 

Q. And a l l of the other mineral i n t e r e s t owners are 

unleased mineral i n t e r e s t owners? 

A. Right. 

Q. So f o r about 4.5 percent of the well? 

A. That's correct. 

Q. Would you move on to Exhibit 4 and discuss your 

e f f o r t s t o obtain the voluntary joinder of these i n t e r e s t 

owners? 

A. Right, Exhibit Number 4 describes a summary of 

communications f o r these parties. For example, Mr. Tony 

Giarratano, he had o r i g i n a l l y been contacted by our land 

broker whose name i s Jack Madison. Mr. Madison had sent 

him an o i l and gas lease with our lease bonus check. He 

apparently cashed the check but never signed the lease. 

I followed up with l e t t e r s t o him t o e i t h e r send 

back our check, which he apparently already cashed, or 

execute the lease. The guy l i v e s i n Ruidoso. Apparently 

t h i s matter i s no concern to h i s . 

The next i n t e r e s t owner i s Ben C. Cavender and 

hi s wife Christine E. Cavender. We have, i n f a c t , talked 

t o some of t h e i r old neighbors. They indicated t h a t they 

thought t h a t they probably were both deceased. We had sent 

a w e l l proposal l e t t e r with our AFE to one address i n Lake 
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Buchanan Dam i n Texas. That correspondence was r e t u r n e d t o 

us. Also the same t h i n g happened t o an AFE w i t h t he l e t t e r 

sent t o an address i n Wichita F a l l s , Texas. That was 

re t u r n e d unclaimed. 

The next i n t e r e s t owner, J.P. Morgan Chase Bank, 

Trustee f o r Leigh Cardwell, I've t a l k e d w i t h Mr. Roy 

Buckley. Apparently he i s a t r u s t o f f i c e r f o r t h a t e n t i t y . 

We had i n i t i a l l y sent a lease o f f e r t o him. He i n d i c a t e d 

t h a t they had no a u t h o r i t y t o execute leases, t h a t t o t h e i r 

knowledge they had no i n t e r e s t owned i n New Mexico as being 

owned by the Cardwell t r u s t , t h e r e f o r e he could no s i g n a 

lease w i t h us. 

Same t h i n g happened w i t h Family Eldercare, I n c . , 

who, i t showed up i n the records, they were the guardian 

f o r Martha Leigh Cardwell. We had again sent a lease 

o f f e r . They d i d not respond. 

We f i n a l l y t a l k e d t o Wendy Schaeffer who i s the 

a t t o r n e y f o r Eldercare, I n c . , and Martha Leigh Cardwell. 

She had i n i t i a l l y c a l l e d Mr. Bruce. He had given me her 

name. I c a l l e d her, explained the s i t u a t i o n t o her, what 

i n t e r e s t t he Cardwell Trust owned. 

She i n d i c a t e d t h a t they had no a u t h o r i t y i n New 

Mexico t o execute leases. They d i d have t h a t a u t h o r i t y i n 

Texas. She t o l d me t h a t the cost i n v o l v e d w i t h t he q u i e t 

t i t l e s u i t , g e t t i n g t h a t a u t h o r i t y f o r her t o be able t o 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

10 

execute leases f o r that e n t i t y would be f a r more than what 

i t was worth. She indicated the obviously did not want t o 

p a r t i c i p a t e i n the w e l l , that they j u s t preferred being 

force pooled. 

We had also sent a check with a lease t o 

Eldercare, Inc. They cashed our check. She indicated t h a t 

t h a t was t h e i r o b l i g a t i o n t o obtain moneys f o r t h i s person. 

She didn't sign a lease, she took our money, but — c'est 

l a v i e . 

There's another i n t e r e s t owner, Dr. Thomas W. 

Pendergrass. I had sent my well proposal t o him, however I 

got t h i s back unclaimed. He had apparently sent a l e t t e r 

t o you a l l i n d i c a t i n g that he was unsure what he wanted to 

do. Then I called him the day before yesterday, l e f t a 

message f o r him to c a l l me. 

He did c a l l me yesterday, called my house i n 

Midland. I got the message and then l a t e r called him and 

explained the s i t u a t i o n t o him, what his options were. I 

advised him that I would send him another l e t t e r Monday 

which would indicate i n w r i t i n g what his exact options are 

and what his interests would be i f he p a r t i c i p a t e d i n the 

w e l l . 

However, he indicated he's not interested i n 

p a r t i c i p a t i n g i n the w e l l . He has approximately — not 

quite 2 percent of the w e l l . He has 5.9 acres or so. He 

STEVEN T. BRENNER, CCR 
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would probably lease h i s acreage oh the terms we had 

o f f e r e d , which were the same terms t h a t were accepted by 

everybody t o date, exact same terms, but he j u s t needed 

some more time i n which t o decide or f i g u r e out what he 

needs t o do. Apparently he i n h e r i t e d t h i s i n t e r e s t from 

h i s f a t h e r . He l i v e s i n Washington s t a t e now. 

The next i n t e r e s t i s B u r l i n g t o n Northern and 

Santa Fe Railway Company. There's a r a i l r o a d t h a t goes 

north - s o u t h , s o u t h e r l y d i r e c t i o n , i n the east h a l f of 

Section 30, which I've determined t h a t t h i s acreage 

comprises approximately 1.5 acres. They apparently 

obtained t h i s from Santa Fe Energy Company. Of course, 

Santa Fe Energy Company owns Santa Fe Railroads. 

I t a l k e d t o Mr. Golladay. He had i n d i c a t e d t h a t 

under t h e i r agreement, t h a t Devon Energy has the f i r s t 

r i g h t of r e f u s a l as t o a c q u i r i n g a lease. I sent a copy of 

my l e t t e r t o Devon, have not heard back from them and 

r e a l l y don't expect t o . This i s such a small i n t e r e s t t h a t 

I'm sure t h a t they're going t o j u s t be f o r c e pooled. 

I have another i n t e r e s t owner named R.E. Fox and 

h i s w i f e Annie Fox. I sent a l e t t e r w i t h AFE, c e r t i f i e d 

m a i l . That l e t t e r was returned unclaimed. 

Same s i t u a t i o n goes f o r Dennis A. M o r r i s and h i s 

w i f e V e r l y n M o r r i s . A l e t t e r was sent t o him a t the known 

address w i t h AFE v i a c e r t i f i e d m a i l . The l e t t e r was 

STEVEN T. BRENNER, CCR 
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r e t u r n e d unclaimed. 

Q. And w i t h respect t o the people who are 

un l o c a t a b l e , d i d you do the normal county and I n t e r n e t 

searches? 

A. Yes, we d i d . 

Q. And you're j u s t unable t o l o c a t e these — 

A. Right. 

Q. I n your o p i n i o n , has Mewbourne O i l Company made a 

g o o d - f a i t h e f f o r t t o o b t a i n the v o l u n t a r y j o i n d e r of the 

p a r t i e s you located? 

A. We b e l i e v e we have. 

Q. And have you made a g o o d - f a i t h e f f o r t t o t r a c k 

down t h e p a r t i e s who are deceased or otherwise don't appear 

any longer i n the county records? 

A. Right. 

Q. Would you move on t o your E x h i b i t 5 and discuss 

the cost of the proposed well? 

A. E x h i b i t Number 5 i s an AFE t h a t i n d i c a t e s the 

estimated w e l l cost, of which a dryhole cost would be 

$966,400, w i t h a t o t a l completed cost of $1,433,000. I t 

al s o l i s t s the bottomhole l o c a t i o n and the — also the t r u e 

v e r t i c a l depth w i t h the measured depth of t h i s w e l l 

estimate. 

Q. And considering the d i r e c t i o n a l d r i l l i n g , i s the 

cost of t h i s w e l l i n l i n e w i t h the cost of other w e l l s 

STEVEN T. BRENNER, CCR 
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d r i l l e d i n t h i s area of Eddy County? 

A. To our knowledge, t h a t ' s c o r r e c t . 

Q. And does Mewbourne O i l Company request t h a t i t be 

designated operator of the well? 

A. Yes, s i r . 

Q. And what are your recommendations f o r the 

overhead rates? 

A. $6000 f o r d r i l l i n g and $600 f o r a producing w e l l 

r a t e . 

Q. And are these amounts i n l i n e w i t h those charged 

by Mewbourne and other operators i n t h i s area? 

A. To our knowledge t h a t ' s c o r r e c t . 

Q. And do you request t h a t these overhead r a t e s be 

adjusted p e r i o d i c a l l y under the COPAS accounting procedure? 

A. Yes, we do. 

Q. Does Mewbourne request the maximum cost-plus-200-

percent r i s k charge on nonconsenting owners? 

A. Yes, we do. 

Q. And were the p a r t i e s who you were able t o l o c a t e 

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

A. Yes, they were. 

Q. And t h a t i s r e f l e c t e d i n E x h i b i t 6? 

A. Correct. 

Q. Were E x h i b i t s 1 through 6 prepared by you or 

under your s u p e r v i s i o n or compiled from company business 

STEVEN T. BRENNER, CCR 
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records? 

A. Yes, they were. 

Q. And i n your o p i n i o n i s the g r a n t i n g o f 

Mewbourne's A p p l i c a t i o n i n the i n t e r e s t s of conservation 

and the pre v e n t i o n of waste? 

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

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

of Mewbourne E x h i b i t s 1 through 6. 

EXAMINER CATANACH: E x h i b i t s 1 through 6 w i l l be 

admitted. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Haden, the surface l o c a t i o n , has t h a t been 

established? I s t h a t going t o be the one you're going 

t o — 

A. Yes, t h a t ' s — We have an agreement w i t h the 

surface owner a t t h a t l o c a t i o n . We'd been out t h e r e on the 

surface and have staked a w e l l t h e r e . 

Q. And t h a t ' s outside the c i t y l i m i t s ? 

A. Yes, t h a t ' s r i g h t . We know t h a t because there's 

a map a v a i l a b l e commercially t h a t i n d i c a t e s the boundaries 

of t h e c i t y l i m i t s ? 

Q. I s t h a t i n an area where there's not a l o t of 

houses or — 

A. There's no houses whatsoever. There i s a t r a i l e r 
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house which i s probably 2000 — a t l e a s t 2000 f e e t away t o 

the east. 

Q. So i t ' s i n a much safer l o c a t i o n than d r i l l i n g a 

v e r t i c a l w e l l ? 

A. Right. 

Q. With regards t o t h i s Thomas Pendergrass i n t e r e s t , 

we d i d r e c e i v e a l e t t e r from Mr. Pendergrass, and he's — 

I'm not sure what he's requesting us. He wanted the OCD t o 

p r o t e c t h i s r i g h t s . 

A. Right, he apparently doesn't know anything about 

the o i l and gas business or minerals or d r i l l i n g or 

anything l i k e t h a t . That's why I t o l d him I would e x p l a i n 

t o him i n d e t a i l e x a c t l y what h i s o b l i g a t i o n s were, what 

h i s choices were, and set them out c a t e g o r i c a l l y . Based on 

t h a t , e i t h e r lease t o us a t these terms, or you'd be f o r c e 

pooled and t h i s would happen, or you could j o i n as t o your 

percentage i n t e r e s t , and t h i s i s the amount of money t h a t 

you would have a t r i s k . 

MR. BRUCE: Mr. Examiner, i f we could t r e a t t h a t 

as an e n t r y of appearance, and I w i l l w r i t e t o Mr. 

Pendergrass and e x p l a i n t h a t procedure t o him, i n case he 

decided t o appeal on the order issued. 

EXAMINER CATANACH: I t h i n k t h a t would be a good 

idea t o t r e a t t h a t as an en t r y of appearance, Mr. Bruce. I 

don't know i f he wants t o appeal the case, but I c e r t a i n l y 
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would g i v e him t h a t r i g h t i f he wanted t o . 

Q. (By Examiner Catanach) But Mr. Haden, you 

b e l i e v e t h a t — Well, l e t me say t h i s . I n h i s l e t t e r he 

s a i d he's had i n s u f f i c i e n t time t o be appraised of my 

r i g h t s and r e s p o n s i b i l i t i e s . 

A. Well, t h a t ' s because he hasn't taken the time t o 

look a t i t . Our broker has been i n — or t r i e d t o get i n 

touch w i t h him, l e f t messages f o r him t o c a l l . He's j u s t a 

busy doctor. He's more concerned w i t h saving l i v e s and 

h e l p i n g people than h i s own a f f a i r s , apparently. 

Q. Which i s admirable. 

A. Right. 

Q. But my question i s — You've spoken t o him 

yesterday, and you b e l i e v e t h a t you've conveyed t o him h i s 

r i g h t s and — 

A. A b s o l u t e l y , I t o l d him t h a t he would have some 

money a t r i s k i f he wanted t o j o i n w i t h us. This i s a 

f a i r l y expensive w e l l . And he s a i d no, he d i d n ' t want t o 

do t h a t . 

Q. Okay. So from your discussion w i t h him you 

b e l i e v e t h a t t h a t was h i s d e c i s i o n , t h a t he's e l e c t e d not 

t o j o i n i n the well? 

A. Right, a b s o l u t e l y . I b e l i e v e he w i l l lease t o us 

e v e n t u a l l y , under the terms o f f e r e d . 

Q. Okay, so there may be some hope i n terms of him 
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l e a s i n g t o you guys? 

A. Abs o l u t e l y . 

Q. Okay. The i n t e r e s t of Tony Giarratano — 

A. Right. 

Q. — i s t h a t the one t h a t you s a i d cashed the 

check? 

A. Yes, he's — 

Q. Did not lease, though? 

A. He d i d not lease t o us. 

Q. So you consider him a force-pooled — 

A. Yes, I be l i e v e he w i l l be f o r c e pooled as t o h i s 

.3075 net acres. 

Q. Okay, the Cavender i n t e r e s t you couldn't locate? 

A. Could not l o c a t e , a b s o l u t e l y . 

Q. You d i d t a l k t o the Family Eldercare p a r t i e s ? 

A. Yes, and w i t h J.P. Morgan. 

Q. Okay. And the B u r l i n g t o n Northern, you don't 

expect t h a t t h e y ' l l j o i n ? 

A. No. 

Q. And the other two, the Fox and the M o r r i s 

i n t e r e s t — 

A. Couldn't l o c a t e them, r i g h t . 

EXAMINER CATANACH: Okay. I don't have anything 

e l s e . 

MR. BRUCE: I don't have anything f u r t h e r i n t h i s 
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matter, Mr. Examiner. 

EXAMINER CATANACH: Okay, th e r e being n o t h i n g 

f u r t h e r , Case 13,158 w i l l be taken under advisement. 

Let's take a break here, 10 or 15 minutes. 

(Thereupon, these proceedings were concluded a t 

9:57 a.m.) 

* * * 

Oil Conservation Divisi 
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