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1 MR. JONES: Let's c a l l Case 14297, a p p l i c a t i o n j 

2 of Mewbourne f o r compulsory p o o l i n g , Eddy County, New 

3 Mexico. C a l l f o r appearances. 

4 MR. BRUCE: Mr. Examiner, Jim Bruce of j 

5 Santat Fe representing the a p p l i c a n t . I have one witness. •; 

6 
1 

MR. JONES: Any other appearances? W i l l 

7 

8 

the witness please stand t o be sworn? State your name. 

MR. HADEN: Paul Haden. 

9 (The witness was sworn.) 

10 PAUL HADEN ' 

11 Having been f i r s t d uly sworn, t e s t i f i e d as f o l l o w s : 

12 EXAMINATION j 

13 BY MR. BRUCE: [ 

14 Q. Mr. Haden, where do you reside? ! 

15 A. I n Midland, Texas. j 

16 Q. Who do you work f o r and i n what capacity? 

17 A. Mewbourne O i l Company as a senior landman. j 

18 Q. Have you previously testified before the \ 

19 Di v i s i o n ? ) 

20 A. Yes, I have. 

21 Q. Were your c r e d e n t i a l s as an expert petroleum ; 

22 landman accepted as a matter of record? 

23 A. Yes, they were. 

24 Q. Are you f a m i l i a r w i t h the land matters j 

25 involved i n t h i s case? J 
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1 A. Yes, I am. 

2 MR. BRUCE: Mr. Examiner, I tender Mr. 

3 Haden as an expert petroleum landman. 

4 MR. JONES: Mr. Haden i s q u a l i f i e d as an 

5 expert i n petroleum land matters. 

6 Q. (By Mr. Bruce) Could you i d e n t i f y E x h i b i t 1 

7 f o r the Examiner and describe what Mewbourne seeks i n 

8 t h i s case? 

9 A. E x h i b i t Number 1 i s a land p l a t t h a t ' s taken 

10 from the Midland Map Company. I t shows our proposed 

11 spacing u n i t , which i s o u t l i n e d i n red. I t also shows 

12 the l o c a t i o n of the w e l l , which i s 99 f e e t from the n o r t h 

13 l i n e and 1,980 f e e t from the west l i n e . 

14 Q. And t h i s i s the n o r t h h a l f of Section 11. 

15 What i s the township and range? 

16 A. Township and range i s 17 south, range 29 east. 

17 This i s i n Eddy County, New Mexico. 

18 Q. What zones does Mewbourne seek t o force pool? 

19 A. We seek t o force pool from the top of the 

20 Wolfcamp Formation t o the base of the Morrow Formation. 

21 Q. Okay. So only 320-acre zones; i s t h a t 

22 correct? 

23 A. Correct. 

24 Q. What i s the name of the well? 
25 A. The name of the w e l l i s the Orca "11" Federal 
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1 Com #1 w e l l . 

2 Q. Re f e r r i n g t o E x h i b i t 2, what i s the i n t e r e s t 

3 ownership i n the proposed w e l l u n i t ? 

4 A. I n the northwest q u a r t e r a 50 percent i n t e r e s t 

5 i s owned by BP American Production Company, and 50 

6 percent i n t e r e s t i s owned by ConocoPhillips company. I n 

7 the northeast quarter, t h a t i s owned 100 percent by 

8 Mewbourne O i l Company. 

9 Q. And which p a r t i e s do you seek t o pool? 

10 A. We seek t o pool BP American Production 

11 Company, also ConocoPhillips company. 

12 Q. And what i s E x h i b i t 3? 

13 A. E x h i b i t Number 3 i s a copy of the 

14 correspondence sent t o the poolees, being ConocoPhillips 

15 company and BP American Production Company. This l e t t e r 

16 i s dated February 3rd, 2009, whereby we propose the 

17 d r i l l i n g of the Orca "11" Federal Com #1 w e l l t o each of 

18 those companies. 

19 Q. Have there been discussions between Mewbourne 

2 0 and both of the other companies? 

21 A. Yes. Throughout the p e r i o d from February 3rd 

22 t o present, we've had several phone c a l l s and emails 

23 between the companies. 

24 Q. And are there some -- has there been 
25 discussion of farmouts or term assignments from BP and 
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1 Conoco? 

2 A. From both of them -- they agreed t o give us a 

3 term assignment. The term assignment i n which they've 

4 both submitted are c u r r e n t l y being evaluated. We've 

5 determined thus f a r t h a t the contents of those term 

6 assignments are not acceptable t o Mewbourne O i l Company 

7 but we're s t i l l doing some ongoing n e g o t i a t i o n s regarding 

8 the terms of the term assignments. 

9 Q. And i s t h i s w e l l upcoming on Mewbourne's 

10 d r i l l i n g schedule? 

11 A. Correct. 

12 Q. So you need t o push forward w i t h the 

13 compulsory pooling? 

14 A. Correct. We'll be d r i l l i n g t h i s w i t h i n 90 

15 days, p o s s i b l y 60, depending on r i g schedules. 

16 Q. Now, BP and Conoco are the only i n t e r e s t 

17 owners? There aren't any unlocateables i n t h i s matter? 

18 A. No, s i r . 

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

2 0 A. E x h i b i t 4 i s a copy of our AFE, whereby we 

21 have submitted t h i s AFE t o both ConocoPhillips company 

22 and BP American Production Company. I t l i s t s the 

23 l o c a t i o n of the w e l l , the proposed depth of the w e l l , 

24 which i s 11,000 f e e t . I t also i n d i c a t e s the cost of the 

25 w e l l . 
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1 Q. What i s the completed w e l l cost? 

2 A. The completed w e l l cost i s estimated at 

3 2,266,500. 

4 Q. And i s t h i s cost i n l i n e w i t h the cost of 

5 othei: w e l l s d r i l l e d at t h i s depth i n t h i s area of New 

6 Mexico? 

7 A. Yes, s i r , i t i s . We've d r i l l e d many w e l l s 

8 w i t h i n t h i s area. 

9 Q. And what overhead r a t e s does Mewbourne request 

10 f o r t h i s well? 

11 A. We are requesting overhead rates of $7,000 per 

12 month f o r d r i l l i n g and $700 a month f o r a producing w e l l , 

13 should i t be completed as a producer. 

14 Q. Are these amounts equivalent t o those normally 

15 charged by Mewbourne and other operators i n t h i s area f o r 

16 w e l l s of t h i s depth? 

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

18 Q. Do you request t h a t the overhead rates be 

19 adjusted pursuant t o the COPAS accounting procedure? 

2 0 A. Yes, we do. 

21 Q. Does Mewbourne request a maximum cost plus 200 

22 percent r i s k charge i f one or more of the p a r t i e s does 

23 not consent t o the d r i l l i n g of the well? 

24 A. Yes, we do. 

25 Q. Were the p a r t i e s be ing pooled n o t i f i e d o f t h i s 
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2 A. Yes . 

3 Q. Is t h a t r e f l e c t e d i n E x h i b i t 5? 

4 A. That's c o r r e c t . That's the A f f i d a v i t of 

5 Notice. 

6 Q. And were E x h i b i t s 1 through 5 prepared by you 

7 

8 

or under your supervision or compiled from company 

business records? 

9 A. Yes, they were. 

10 Q - And one other question. I n your opinion has 

11 Mewbourne made a go o d - f a i t h e f f o r t t o o b t a i n the 

12 v o l u n t a r y j o i n d e r of BP and ConocoPhillips? 

13 A. Yes, we have. 

14 Q. And i n your opinion, i s the g r a n t i n g of the 

15 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 

16 prevention of waste? 

17 A. Yes. 

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

19 admission of E x h i b i t s 1 through 5. 

20 MR. JONES: E x h i b i t s 1 through 5 w i l l be 

21 admitted. 

22 ( E x h i b i t s 1 through 5 were admitted.) 

23 MR. BRUCE: No f u r t h e r questions. 

24 MR. JONES: Mr. Haden, the terms t h a t you 

25 propose t o BP and ConocoPhillips, you t h i n k they're f a i r 
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1 and reasonable? 

2 THE WITNESS: The terms we o f f e r i n t h i s , 

3 these are the terms we normally o f f e r t o everybody. 

4 MR. JONES: Okay. So they were o f f e r e d t o 

5 others, also, and others took those terms? 

6 THE WITNESS: Yes. We acquired an 

7 i n t e r e s t i n the northeast q u a r t e r . 

8 MR. JONES: But BP and ConocoPhillips, 

9 they don't oppose d r i l l i n g ? I guess you can't t e s t i f y 

10 f o r them. But from your correspondence w i t h them, do 

11 they oppose d r i l l i n g of the well? 

12 THE WITNESS: No, s i r , they don't. 

13 MR. JONES: They don't oppose d r i l l i n g the 

14 w e l l , so a l l we have here i s a f a i l u r e t o reach an 

15 agreement. But you want t o d r i l l the w e l l w i t h i n 90 

16 days, so you're saying t h a t would be a waste i f we don't 

17 go ahead and force pool them before you guys can reach an 

18 agreement? Do you t h i n k there's a p o s s i b i l i t y t h a t you 

19 would reach an agreement i f i t l a s t e d longer than --

20 THE WITNESS: Eventually we w i l l reach an 

21 agreement. We thought we would have done t h a t r i g h t 

22 before t h i s hearing, but i t f e l l through. I mean, 

23 n e g o t i a t i o n s are s t i l l ongoing. We w i l l make a trade 

24 w i t h these people, but we have a r i g schedule t h a t we 

25 have t o d r i l l t h i s w e l l i n a t i m e l y fashion. 
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1 MR. JONES: Okay. This i s f o r the 320 

2 spacing? 

3 THE WITNESS: Yes, s i r . 

4 MR. JONES: So the Morrow i s the t a r g e t , I 

5 take i t ? 

6 THE WITNESS: Target formation, yes, i s 

7 the Morrow. 

8 MR. JONES: And i t looks l i k e the d r i l l i n g 

9 costs have come down. 

10 THE WITNESS: They are coming down 

11 somewhat, i n c l u d i n g the completion costs. Since January 

12 we've n o t i c e d t h a t they've come down about 30 t o 33 

13 percent, so i t ' s s t a r t i n g t o make some of these prospects 

14 more economic. 

15 MR. JONES: 30 percent r e d u c t i o n , t h a t 

16 means t h i s w e l l would have cost a m i l l i o n d o l l a r s more a 

.17 year or so ago. 

18 THE WITNESS: Yeah. Of course the product 

19 p r i c e i s n ' t great r i g h t now, e i t h e r . We hope t h a t goes 

2 0 up. 

21 MR. JONES: Well, the product cost f o r 

22 n a t u r a l gas, could t h a t be p a r t of the issue here as the 

23 economics t h a t BP and ConocoPhillips are l o o k i n g a t , even 

24 w i t h the lower d r i l l i n g cost, the product p r i c e s being so | 

25 low? 
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1 THE WITNESS: Yes, a b s o l u t e l y . And 

2 normailly they do not p a r t i c i p a t e anyway i n Morrow w e l l s . 

3 MR. JONES: Okay. 

4 THE WITNESS: So t h i s i s j u s t t h e i r MO. 

5 "We'll give you a term assignment. We don't want t o 

6 p a r t i c i p a t e . " 

7 MR. JONES: They must have got a new 

8 landman or something f o r ConocoPhillips. The term 

9 assignments they o f f e r e d i s not acceptable? 

10 THE WITNESS: Right. I t has some onerous 

11 p r o v i s i o n s t o i t which we're working out, but t h e i r 

12 landman, Tom Scarborough, i n d i c a t e s , "Well, t h i s has t o 

13 go through corporate. I f you're going t o change some of 

14 these terms, we have t o get i t approved on a corporate 

15 l e v e l . " That's the snag. 

16 MR. JONES: Oh, okay. Questions? 

17 MR. WARNELL: No. 

18 MR. JONES: Dave? 

19 MR. BROOKS: No questions. 

2 0 MR. JONES: I t h i n k t h a t ' s i t f o r t h i s 

21 case. Thank you very much. We'll take Case 14297 under 

22 advisement. 

23 * * * 

f 4® hereby certify thai the foregoing f t 
24 « compleie .-e-crd cf rhe proceedings in 

the Examiner hearing of Case No. ^ 
25 heard by me OR \ . 

- . fcxc mines' 
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