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MR. STOGNER: Okay. L e t ' s go back on t h e 

r e c o r d . C a l l case number 10329. 

MR. STOVALL: A p p l i c a t i o n o f Mewbourne O i l 

Company f o r p o o l c r e a t i o n and s p e c i a l p o o l r u l e s , 

Eddy County, New Mexico. 

MR. STOGNER: C a l l f o r appearances. 

MR. BRUCE: Mr. Examiner, my name i s Jim Bruce 

from t h e H i n k l e Law F i r m i n Al b u q u e r q u e r e p r e s e n t i n g 

t h e a p p l i c a n t . I have two w i t n e s s e s t o be sworn i n 

t h i s case . 

MR. STOGNER: Are t h e r e any o t h e r appearances 

i n t h i s m a t t e r ? Okay. W i l l t h e w i t n e s s e s p l e a s e 

s t a n d and be sworn? 

( W i t n e s s e s sworn) 

EXAMINATION 

BY MR. BRUCE: 

Q. Would you p l e a s e s t a t e y o u r name f o r t h e 

r e c o r d ? 

A. My name i s David S h a t z e r . I'm a p e t r o l e u m 

g e o l o g i s t f o r Mewbourne O i l Company. 

Q. And have you p r e v i o u s l y t e s t i f i e d b e f o r e 

t h e d i v i s i o n as an e x p e r t g e o l o g i s t ? 

A. Yes, I have. 

Q. And a r e you f a m i l i a r w i t h t h e g e o l o g i c 

m a t t e r s i n v o l v e d i n t h i s case? 
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A. Yes, I am. 

MR. BRUCE: Mr. Examiner, I move f o r t h e 

a d m i s s i o n o f Mr. S h a t z e r as an e x p e r t g e o l o g i s t . 

MR. STOGNER: Mr. S h a t z e r ' s q u a l i f i c a t i o n s a r e 

a c c e p t a b l e . 

Q. (By Mr. Bruce) Mr. S h a t z e r , p l e a s e r e f e r 

f i r s t t o E x h i b i t 1 and d e s c r i b e i t s c o n t e n t s f o r t h e 

exam i n e r . 

A. E x h i b i t 1 i s a Strawn s t r u c t u r e map showing 

t h e h a l f s e c t i o n o f t h e west h a l f o f -- h i g h l i g h t i n g 

t h e west h a l f o f s e c t i o n two, t o w n s h i p 18 s o u t h 30 

e a s t . We i n i t i a l l y d r i l l e d a Loco H i l l S t a t e No. 1 

t h a t ' s l o c a t e d i n t h e s o u t h w e s t s o u t h w e s t q u a r t e r . 

I t was d r i l l e d i n an u n o r t h o d o x l o c a t i o n , and was 

g i v e n a p p r o v a l by NSL 2856, and t h e s t r u c t u r e map i s 

g e n e r a t e d on t h e t o p of t h e s t r a w n f o r m a t i o n 

a p p r o x i m a t e l y 120 f e e t above t h e r e s e r v o i r i n t e r v a l 

t h a t we fou n d i n t h e Loco H i l l S t a t e No. 1, and 

c o n t o u r i n t e r v a l s 5 0 - f o o t c o n t o u r i n t e r v a l . 

Q. Okay. Please move on t o E x h i b i t 2 and 

d e s c r i b e i t s c o n t e n t s . 

A. E x h i b i t 2 i s a i s o p a c h o f n e t s t r a w n 

p o r o s i t y . The c o n t o u r i n t e r v a l i s 5 f e e t f o r 

p o r o s i t y g r e a t e r t h a n o r e q u a l t o f o u r p e r c e n t , 

w h i c h i s t y p i c a l o f s t r a w n r e s e r v o i r s i n t h i s a r e a . 
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The c o l o r e d d o t s a r e t h e s t r a w n p r o d u c e r s . 

There's two s t r a w n p r o d u c e r s i n s e c t i o n 4, 

and t h a t a r e p a r t o f t h e Sand Tank s t r a w n f i e l d , and 

t h e n t h e r e ' s our s t r a w n p r o d u c e r , t h e Loco H i l l 

S t a t e No. 1 i n t h e s o u t h w e s t s o u t h w e s t of s e c t i o n 2, 

and t h e n I ' v e drawn a h a l f c i r c l e f o r a p o t e n t i a l 

s t r a w n p r o d u c e r o r p o t e n t i a l s t r a w n pay b e h i n d p i p e 

i n t h e S t a t e E No. 1 w h i c h i s i n t h e s o u t h e a s t o f 

t h e n o r t h w e s t o f s e c t i o n 2. 

Q. And w i l l our n e x t w i t n e s s d i s c u s s t h a t a 

l i t t l e b i t f u r t h e r ? 

A. Yes. The c o n t o u r i n g shows t h e -- s o r t o f 

t h e n a t u r e o f t h e p o r o s i t y pods o f p o r o s i t y i n 

t h i s area and shows t h a t t h e r e ' s n o t a l o t o f 

c o n t r o l t o t h e s o u t h , b u t w i t h what c o n t r o l we have 

we see a s t r a w n r e s e r v o i r l a r g e l y f o u n d i n s e c t i o n 2 

west h a l f , and t h a t i s , you know, t h i s i s where we 

see t h e r e s e r v o i r a t t h i s t i m e . 

Q. Okay. Were E x h i b i t s 1 and 2 p r e p a r e d by 

you o r under y o u r d i r e c t i o n ? 

A. Yes, t h e y were. 

Q. And i n yo u r o p i n i o n , i s t h e o f t h i s 

a p p l i c a t i o n i n t h e i n t e r e s t o f c o n s e r v a t i o n and t h e 

p r e v e n t i o n o f waste? 

A. Yes . 
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MR. BRUCE: Mr. Examiner, I move t h e a d m i s s i o n 

of E x h i b i t s 1 and 2. 

MR. STOGNER: E x h i b i t s 1 and 2 w i l l be 

a d m i t t e d i n t o e v i d e n c e . 

MR. BRUCE: I have no f u r t h e r q u e s t i o n s o f 

t h i s w i t n e s s . 

MR. STOGNER: You men t i o n e d t h a t t h e o r i g i n a l 

w e l l was a n o n s t a n d a r d l o c a t i o n . For what 

f o r m a t i o n s ? 

A. I t was o r i g i n a l l y d r i l l e d f o r a Morrow 

t e s t , and t h e r e i s m a r g i n a l Morrow pay b e h i n d p i p e , 

b u t t h e economic c o n s i d e r a t i o n s i n v o l v e d , we're 

p r o d u c i n g i n t h e s t r a w n a t t h i s t i m e . 

MR. STOGNER: The w e l l o v e r t h e r e i n s e c t i o n 4 

on y o u r E x h i b i t Number 2 shows t o be some o t h e r 

s t r a w n p r o d u c e r s , a r e t h o s e o i l w e l l s , gas w e l l s , 

and do you know what p o o l t h o s e a r e i n ? 

A. They a r e i n t h e Sand Tank Strawn gas f i e l d . 

The one w e l l shows as an o i l w e l l and t h e i r 

c h a r a c t e r i s t i c s , t h e y ' r e r e a l l y more l i k e o i l w e l l s 

t h a n t h e y a r e gas w e l l s , b u t t h e y were p l a c e d by 

S o u t h l a n d R o y a l t y and I t h i n k one o f -- one t o t h e 

s o u t h i s o p e r a t e d maybe by Anron. I'm n o t r e a l l y 

s u r e who, b u t t h e r e ' s t h r e e o f them. There's one o f f 

t h e Sand t o o , b u t t h e y ' r e i n t h e Sand Tank Strawn 
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f i e l d f o r gas. The one w e l l i s i n a c t i v e . There's 

o n l y one of t h o s e w e l l s i s -- I do n ' t have my --

MR. STOGNER: But t h o s e a r e i n t h e gas Strawn 

or Strawn gas? 

A. Yes. 

MR. STOGNER: And t h o s e a r e t h e n e a r e s t Strawn 

p r o d u c i n g w e l l s i n t h i s v i c i n i t y ? 

A. Yes . 

MR. STOGNER: And t h e r e ' s q u i t e a few w e l l s on 

t h i s map. I t a k e i t t h e y ' r e s h a l l o w e r ? 

A. They a r e i n t h e Loco H i l l s Jackson 

G r a y b u r g 7. There's a l o t o f t h o s e s h a l l o w zones. 

M o s t l y i t ' s Yates t h r o u g h G r a y b u r g - t y p e p r o d u c t i o n . 

MR. STOGNER: And t h e r e shows t o be a few 

s c a t t e r e d , I assume, deeper gas p r o d u c e r s ? 

A. Yeah. The l a r g e r c i r c l e s d e n ote t h o s e 

w e l l s t h a t have p e n e t r a t e d a t l e a s t t h e s t r a w n , and 

t h e r e ' s r e a l l y -- none o f t h e w e l l s -- t h e y a l l go 

t o t h e Morrow, so yeah, t h e r e a r e some deep Morrow 

w e l l s such as i n s e c t i o n 34, and a c t u a l l y t h e 

p r o d u c t i o n i s p r e t t y s m a l l now, b u t t h e Hondo S t a t e 

CE No. 1 i n s e c t i o n 2 i s a Morrow p r o d u c e r . 

MR. STOGNER: And most of t h e s e a r e p r o b a b l y 

s t i l l Morrow p r o d u c e r s i f t h e y ' r e n o t p l u g g e d and 

abandoned? 
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LINDA BUMKENS, CCR 3008 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

8 

A. R i g h t . On t h a t map t h a t y o u ' r e l o o k i n g a t , 

about t h e o n l y Morrow p r o d u c e r s -- w e l l , l i k e I 

s a i d , t h e S t a t e CE i s down t o 30, down t o a l m o s t 

b e i n g uneconomic. 30, 35 mcf a day. The w e l l i n 34 

of Anadarko's i s s t i l l a Morrow p r o d u c e r . Those a r e 

t h e main ones on t h i s map. E v e r y t h i n g e l s e i s 

s h a l l o w p r o d u c t i o n . 

MR. STOGNER: Okay. Thank you, Mr. S h a t z e r . 

I have no o t h e r q u e s t i o n s o f t h i s w i t n e s s . Any 

o t h e r q u e s t i o n s , Mr. Bruce? 

MR. BRUCE: No, s i r . 

MR. STOGNER: You may be excused. Mr. Bruce. 

MR. BRUCE: We c a l l Mr. P i e r c e t o t h e s t a n d . 

EXAMINATION 

BY MR. BRUCE: 

Q. Would you p l e a s e s t a t e y o u r name and c i t y 

of r e s i d e n c e ? 

A. My name i s W i l l i a m A. P i e r c e . I c u r r e n t l y 

r e s i d e i n T y l e r , Texas. 

Q. And what i s yo u r o c c u p a t i o n and whom a r e 

you employed by? 

A. My o c c u p a t i o n i s t h a t o f e n g i n e e r , employed 

by Mewbourne O i l Company i n T y l e r , Texas. 

Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e t h e 

d i v i s i o n ? 
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A. No, s i r , I have n o t . 

Q. Would you p l e a s e o u t l i n e y o u r e d u c a t i o n a l 

and work e x p e r i e n c e f o r t h e examine r , p l e a s e ? 

A. I r e c e i v e d a b a c h e l o r o r s c i e n c e degree 

f r o m Texas Tech U n i v e r s i t y i n 1978. Upon g r a d u a t i o n 

I went t o work f o r M o b i l O i l C o r p o r a t i o n i n Denver, 

C o l o r a d o . My as s i g n m e n t s w i t h M o b i l i n Denver were 

t h a t o f a d r i l l i n g e n g i n e e r and l a t e r p r o d u c t i o n 

e n g i n e e r , and i n 1981 I l e f t and went t o work f o r 

Mewbourne O i l Company. I have been employed by 

Mewbourne as a d r i l l i n g e n g i n e e r , p r o d u c t i o n 

e n g i n e e r , and c u r r e n t l y am manager o f d r i l l i n g and 

p r o d u c t i o n . 

Q. And a r e you f a m i l i a r w i t h t h e e n g i n e e r i n g 

m a t t e r s r e l a t e d t o t h e Loco H i l l S t a t e No. 1 w e l l ? 

A. Yes, l a m . 

Q. And does y o u r area of r e s p o n s i b i l i t y 

i n c l u d e s o u t h e a s t New Mexico? 

A. Yes, s i r i t does. 

MR. BRUCE: Mr. Examiner, I t e n d e r Mr. P i e r c e 

as an e x p e r t . 

MR. STOGNER: Mr. P i e r c e i s so q u a l i f i e d . 

Q. (By Mr. Bruce) Mr. P i e r c e , w ould you p l e a s e 

r e f e r t o E x h i b i t 3 and j u s t b r i e f l y o u t l i n e what i t 

i s f o r t h e examiner? 
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A. Yes. E x h i b i t Number 3 i s a p r o d u c t i o n 

h i s t o r y f o r t h e Loco H i l l S t a t e No. 1. T h i s w e l l 

was c o m p l e t e d i n F e b r u a r y o f 1991. T h i s shows 

m o n t h l y p r o d u c t i o n up t h r o u g h May 1991. 

Q. Okay. And t h e n we move o n t o E x h i b i t 4. And 

d i s c u s s i t . 

A. E x h i b i t Number 4 was t h e v o l u m e t r i c d a t a we 

p r e p a r e d based upon b o t t o m h o l e p r e s s u r e we r a n on 

th e w e l l . I t ' s a l s o based upon t h e b o t t o m h o l e 

t e m p e r a t u r e s , t h e f a c t o r s d e r i v e d f r o m t h e b o t t o m 

h o l e p r e s s u r e d a t a . We t o o k t h a t i n f o r m a t i o n and 

a r r i v e d a t what we c o n s i d e r t o be t h e number o f 

a c r e s t h a t c o n t a i n r e c o v e r y r e s e r v e s , and our 

f i g u r e s show i t t o be 133 a c r e s . 

Q. Okay. And i s t h i s f o r m u l a used t h e 

s t a n d a r d f o r m u l a ? 

A. T h a t ' s c o r r e c t . T h a t ' s t h e s t a n d a r d used 

i n t h e i n d u s t r y . 

Q. Okay. Would you p l e a s e move on t o E x h i b i t 5 

and d i s c u s s t h e w e l l d e c l i n e s ? 

A. E x h i b i t number 5 i s a d e c l i n e c u r v e . We 

based t h i s upon t h e d e c l i n e o f t h e Loco H i l l 

Number 1. A l s o we i n c l u d e d t h e H o l l y 4 No. 1 w h i c h 

i s i n t h e Sand Tank f i e l d as Mr. S h a t z e r has 

p r e v i o u s l y m e n t i o n e d , and t h e H o l l y 5 - 1 , and what 
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t h e s e c u r v e s r e p r e s e n t or show c u m u l a t i v e r e c o v e r i e s 

f r o m each w e l l and what we p e r c e i v e t o be r e m a i n i n g 

r e c o v e r a b l e r e s e r v e s , and t h e n f i n a l l y , t h e u l t i m a t e 

r e c o v e r a b l e r e s e r v e s from each w e l l . 

Q. Okay. L o o k i n g a t t h i s , Mr. P i e r c e , I 

n o t i c e t h a t t h e t i m e s t a r t s w i t h 1983 even f o r t h e 

Loco H i l l s No. 1. What i s t h e purpose o f t h a t ? 

A. T h a t ' s c o r r e c t . For c l a r i t y p u rposes we 

back e v e r y t h i n g up so t h e d e c l i n e c u r v e s , you can 

see how t h e y a l l match up even t h o u g h t h e y were 

c o m p l e t e d a t d i f f e r e n t t i m e s . For c l a r i t y ' s sake we 

backed e v e r y t h i n g up t o s t a r t a l l a t t h e same t i m e . 

Q. And a l l t h e d e c l i n e c u r v e s t h a t you 

s u b s e g u e n t l y t a l k a b o u t , t h e same t h i n g was done; i s 

t h a t c o r r e c t ? 

A. That i s c o r r e c t , y e s , s i r . 

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

A. E x h i b i t 6 shows d e c l i n e c u r v e s . These a r e 

t h e h y p e r b o l i c d e c l i n e c u r v e s o f each w e l l , and as 

y o u ' l l see over here on t h e p r o d u c t i o n c u r v e s , a 

H o l l y F e d e r a l 4-1, a t t h e p r e s e n t t i m e i t has a 

d e c l i n e r a t e i n t h e o i l p r o d u c t i o n o f 20 p e r c e n t , 

our Loco H i l l s No. 1 has a d e c l i n e r a t e o f 40 

p e r c e n t , t h e H o l l y F e d e r a l 5 No. 1 has a d e c l i n e 

c u r v e o f 14 p e r c e n t . T h i s i s due t o t h e f a c t t h a t 
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t h e l i f e o f each one of t h e w e l l s -- l a t e r on i n 

l i f e , t h e d e c l i n e c u r v e s t e n d t o f l a t t e n o u t w h i l e 

e a r l y i n t h e l i f e o f t h e w e l l t h e y t e n d t o be r a t h e r 

s h a r p . 

Q. Okay. Would you p l e a s e t h e n r e f e r t o 

E x h i b i t 7 and d i s c u s s w e l l c o s t s f o r w e l l s d r i l l e d 

t o t h i s depth? 

A. Yes, s i r . E x h i b i t number 7 i s an AFE 

p r e p a r e d f o r a Strawn development w e l l . We p r e p a r e d 

t h i s because t h e Loco H i l l s S t a t e No. 1 was 

o r i g i n a l l y a Morrow t e s t , so we d e v e l o p e d t h i s based 

upon a Strawn development w e l l i n t h i s f i e l d . 

Q. Okay. And w i l l t h e s e f i g u r e s be used i n 

economic a n a l y s e s ? 

A. Yes, s i r , t h a t i s c o r r e c t . 

Q. Okay. And moving on, l e t ' s l o o k a t t h e s e i n 

g r o u p s . Would you r e f e r t o E x h i b i t s 8 and 9, and 

d i s c u s s t h e economics f o r w e l l s on -- Strawn W e l l s 

-- on 40-acre s p a c i n g ? 

A. Yes, s i r . I f y o u ' l l r e f e r t o E x h i b i t 

number 8, t h i s was based upon 40 a c r e s , t h i s 

r e p r e s e n t s p r o d u c t i o n c u r v e f o r y o u r o i l and y o u r 

gas. The o i l we used a h y p e r b o l i c - t y p e c u r v e , o u r 

gas as a c o n s t a n t p e r c e n t a g e d e c l i n e c u r v e , and i f 

you r e f e r t h e n t o E x h i b i t number 9, i t shows, based 
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upon u s i n g t h e f i g u r e s o f E x h i b i t number 7, p l u s 

t a k i n g i n t o t h e f a c t t h e m o n t h l y o p e r a t i n g expense 

o v e r t h e l i f e o f t h e w e l l , t h a t t h i s w e l l w i l l n o t 

pay o u t . A c t u a l l y we wind up l o s i n g a p p r o x i m a t e l y 

$450,000 d o l l a r s o v e r t h e l i f e o f t h e w e l l . 

Q. Okay. Then r e f e r r i n g t o E x h i b i t s 10 and 11, 

d i s c u s s t h e economics on 80-acre s p a c i n g , p l e a s e . 

A. These were d e v e l o p e d on r e c o v e r a b l e 

r e s e r v e s f r o m 80-acre s p a c i n g . A g a i n , y o u r o i l 

p r o d u c t i o n h y p e r b o l i c gas i s s t i l l c o n s t a n t 

p e r c e n t a g e , i t shows y o u r d e c l i n e f a c t o r s and 

r e c o v e r y f a c t o r s i n E x h i b i t number 10. 

E x h i b i t 1 1 , a g a i n , goes t h r o u g h t h e same 

economics based upon t h e f i g u r e f r o m E x h i b i t 

Number 7 t a k i n g i n t o a c c o u n t our m o n t h l y o p e r a t i n g 

expenses p r o j e c t e d over t h e l i f e o f t h i s w e l l . I t 

shows 80-acre r e c o v e r a b l e r e s e r v e s w i t h a r e s u l t o f 

a n e t l o s s o f $99,000 from 80-acre s p a c i n g . 

Q. Okay. And t h e n d e s c r i b e what E x h i b i t s 12 

and 13 a r e f o r t h e examiner. 

A. E x h i b i t s 12 and 13 were p r e p a r e d based upon 

d r a i n i n g 133 a c r e s , and, a g a i n , y o u r two d e c l i n e 

c u r v e s f o r o i l and gas w i l l be t h e same as I 

m e n t i o n e d b e f o r e . E x h i b i t number 13 shows t h a t o v e r 

t h e l i f e o f t h i s w e l l , i f we r e c o v e r t h e 
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r e s e r v e s -- we b e l i e v e we can -- i t w i l l g e n e r a t e a 

p o s i t i v e cash f l o w over t h e l i f e o f t h i s p r o j e c t o f 

a p p r o x i m a t e l y $434,000. 

Q. What c o n c l u s i o n s do you draw f r o m y o u r 

e x h i b i t s ? 

A. These e x h i b i t s we t h i n k p o i n t o u t t h e f a c t 

t h a t 40 and 80-acre s p a c i n g make t h e p r o s p e c t s 

uneconomic. However, due t o l i m i t e d d a t a t h a t we 

have b e f o r e us, 133 a c r e s are a l l t h a t we can p r o v e 

a t t h e p r e s e n t t i m e . However, we t h i n k as we g e t 

more d a t a and do more work i n t h e f i e l d , we w i l l be 

a b l e t o show t h a t 160-acre s p a c i n g i s p r o b a b l y what 

i s r e q u i r e d . 

Q. Okay. At t h i s t i m e , t h o u g h , you t h i n k 

8 0 -acre s p a c i n g i s a minimum; i s t h a t c o r r e c t ? 

A. Yes, s i r , t h a t i s c o r r e c t a t t h i s t i m e . 

Q. And do you ask t h a t t h e 80-acre s p a c i n g 

r u l e s be t e m p o r a r y ? 

A. Yes, s i r . We would l i k e t o have them 

t e m p o r a r y . 

Q. For what p e r i o d ? 

A. A p e r i o d o f one y e a r . 

Q. Why i s t h a t ? 

A. Because we do p l a n a d d i t i o n a l work i n t h i s 

a r e a , and i f our f i g u r e s show us t h a t 160 a c r e s a r e 
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what a w e l l can d r a i n , we p l a n on a s k i n g f o r 

160-acre s p a c i n g a t t h e end of t h e t e m p o r a r y r u l e . 

Q. Okay. And r e f e r r i n g t o Mr. S h a t z e r ' s 

E x h i b i t 1, t h e r e ' s a S t a t e CE W e l l i n t h e -- what 

wo u l d t h a t be -- t h e s o u t h e a s t q u a r t e r of t h e 

n o r t h w e s t q u a r t e r o f s e c t i o n 2. I s t h a t o p e r a t e d by 

Mewbourne ? 

A. Yes, s i r , t h a t i s c o r r e c t . 

Q. And what a re Mewbourne's p l a n s f o r t h a t 

w e l l ? 

A. W i t h i n t h e n e x t c o u p l e o f months we p l a n t o 

r e c o m p l e t e t h i s w e l l i n t h e Strawn f o r m a t i o n . 

Q. And h o p e f u l l y t h a t w i l l g i v e you some 

a d d i t i o n a l Strawn i n f o r m a t i o n ? 

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

Q. Okay. Has anyone c o n t a c t e d Mewbourne 

r e g a r d i n g t h i s a p p l i c a t i o n ? 

A. The o n l y c o n t a c t I had was fr o m Yates 

P e t r o l e u m C o r p o r a t i o n ever A r t e s i a , and t h e y 

e x p r e s s e d a c o n c e r n f o r permanent 80-acre s p a c i n g , 

w h i c h i s what t h e y would oppose us on. A f t e r 

e x p l a i n i n g t o them our approach t h a t u l t i m a t e l y we 

f e e l we wo u l d w i n d up w i t h 160-acre s p a c i n g , t h e y 

a g r e e d w i t h i t , and agree w i t h our d e c i s i o n f o r 

t e m p o r a r y 80-acre s p a c i n g . 
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Q. Okay. And some c l e a n u p m a t t e r s . What i s 

E x h i b i t 14, Mr. P i e r c e ? 

A. E x h i b i t 14 i s a map t h a t has t h e o f f s e t 

o p e r a t o r s w i t h i n a o n e - m i l e r a d i u s o f t h e Loco H i l l s 

S t a t e No. 1 shown. 

Q. Does i t i n c l u d e more t h a n t h e o f f s e t 

o p e r a t o r s ? 

A. Yes, s i r . I t a l s o i n c l u d e s r o y a l t y 

i n t e r e s t on t h e r e . 

Q. P l u s f e e s and r o y a l t i e s ; i s t h a t c o r r e c t ? 

A . Yes, s i r . 

Q. And a r e t h e s e persons l i s t e d on E x h i b i t 15? 

A. Yes, s i r , t h a t ' s c o r r e c t . They're l i s t e d 

on E x h i b i t 15. 

Q. And what a r e E x h i b i t s 16 and 17, 

Mr. P i e r c e ? 

A. E x h i b i t 16 are t h e l e t t e r s t h a t were 

p r e p a r e d and m a i l e d t o each i n d i v i d u a l l e a s e e , 

o f f s e t o p e r a t o r , r o y a l t y i n t e r e s t owners l i s t e d i n 

E x h i b i t 15. E x h i b i t 17 i s t h e r e t u r n r e c e i p t s , and 

t h e o n l y one t h a t was n o t n o t i f i e d was a ge n t l e m e n 

named -- or excuse me -- t h a t we d i d n o t r e c e i v e a 

r e t u r n r e c e i p t f r o m was a gentleman named 

Mr. B r e n t . However, t h e o r i g i n a l r e c e i p t where we 

d i d m a i l t o him i s i n c l u d e d . That shows t h e 
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c e r t i f i e d number. So we d i d m a i l i t t o him; however, 

as o f y e s t e r d a y we had n o t r e c e i v e d back t h e r e t u r n 

r e c e i p t , b u t everyone e l s e we r e c e i v e d r e t u r n 

r e c e i p t s f r o m . 

Q. Okay. Now Mewbourne a l s o r e q u e s t e d a r u l e 

a l l o w i n g t h e w e l l s i n t h i s p o o l , i f you g e t t h e 

s p a c i n g , t o be w i t h i n 330 f e e t o f t h e boundary o f 

t h e q u a r t e r q u a r t e r s e c t i o n . What i s t h e r e a s o n f o r 

t h a t r e q u e s t ? 

A. Our main reason f o r t h a t i s -- wou l d be t o 

e s t a b l i s h more f l e x i b i l i t y i n s p o t t i n g f u t u r e w e l l s , 

t r y t o g e t t h e most f a v o r a b l e p o s i t i o n upon t h e 

s t r u c t u r e . 

Q. Okay. Were E x h i b i t s 3 t h r o u g h 17 p r e p a r e d 

by you or under y o u r d i r e c t i o n ? 

A. Yes, s i r , t h e y were. 

Q. And i n yo u r o p i n i o n , i s t h e g r a n t i n g o f 

t h i s a p p l i c a t i o n i n t h e i n t e r e s t o f c o n s e r v a t i o n and 

t h e p r e v e n t i o n o f waste and p r o t e c t i o n o f 

c o r r e l a t i v e r i g h t s ? 

A. Yes, s i r , we b e l i e v e i t i s . 

MR. BRUCE: Mr. Examiner, I move t h e a d m i s s i o n 

of E x h i b i t s 3 t h r o u g h 17. 

MR. STOGNER: E x h i b i t s 3 t h r o u g h 17 w i l l be 

a d m i t t e d i n t o e v i d e n c e . 
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Mr. P i e r c e , l e t ' s g e t t h e p r e l i m i n a r i e s o u t 

of t h e way. You're a s k i n g f o r 330 o f f s e t ; r i g h t ? 

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

Q. What good w i l l t h a t do i f you have f o u r o f 

them bunched up, 660 f o o t f r o m each o t h e r ? What 

good w o u l d i t be t o have 80-acre s p a c i n g ? 

A. W e l l , b a s i c a l l y --

MR. STOGNER: Other t h a n t o h o l d acreage? 

A. Other t h a n t o h o l d a c r e a g e , t h a t w o u l d be 

t h e o n l y t h i n g -- t h e o n l y advantages you wo u l d have 

t o i t , b u t b a s i c a l l y we do i t f o r s t r u c t u r a l 

p u rposes . 

MR. STOGNER: Now, you s a i d t h a t i t w o u l d g i v e 

you more f l e x i b i l i t y . You want t o e l a b o r a t e on t h a t 

a l i t t l e b i t more? F l e x i b i l i t y f o r s t r u c t u r e o r 

s u r f a c e o b s t r u c t i o n s , o r --

A. W e l l , I b e l i e v e Mr. S h a t z e r w o u l d p r o b a b l y 

be more -- he c o u l d p r o b a b l y g i v e you a b e t t e r 

d e f i n i t i o n o f i t s t r u c t u r a l w i s e because he wou l d 

a c t u a l l y be i n charge o f any f u t u r e development i n 

t h a t a r ea . 

Q. Okay. Mr. S h a t z e r . Okay. L e t me g e t 

t h r o u g h w i t h you f i r s t . What a r e you g o i n g t o 

d e s i g n a t e t h i s p o o l , what name? 

A. I b e l i e v e t h e c o n t a c t t h a t I had w i t h 
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Mr. Mike W i l l i a m s o f t h e A r t e s i a o f f i c e , i t w o u l d be 

d e s i g n a t e d t h e Cedar Lake Strawn P o o l . 

MR. STOGNER: And you've been t a l k i n g t o Mike 

W i l l i ams ? 

A. Yes, s i r . 

MR. STOGNER: Okay. I have no o t h e r q u e s t i o n s 

of Mr. P i e r c e . Do you have any q u e s t i o n s ? You may 

be excused. Mr. S h a t z e r , I'm g o i n g t o p u l l t h a t 

q u e s t i o n o u t t o you as f a r as t h e 330 o f f s e t s . 

MR. SHATZER: You're a s k i n g why wou l d we want 

330 be a b l e t o d r i l l 330 f e e t f r o m t h e q u a r t e r 

q u a r t e r s e c t i o n l i n e w i t h i n t h e 80-acre p o o l r u l e s 

t h a t we've asked f o r ; i s t h a t c o r r e c t ? 

MR. STOGNER: R i g h t . 

MR. SHATZER: Okay. There's a t l e a s t one and 

p o s s i b l y two o t h e r r e s e r v o i r s . I f we were t o d r i l l 

a S trawn w e l l t h a t — w e l l , we know o f one 

p r o d u c t i v e r e s e r v o i r a l r e a d y t h a t Bone S p r i n g i s 

a l s o i n v o l v e d . We have a Bone S p r i n g w e l l a l r e a d y 

p r o d u c i n g i n t h e -- j u s t d i r e c t l y n o r t h o f t h e Loco 

H i l l S t a t e No. 1, and t h a t ' s t h e Loco H i l l S t a t e 

Number 2, and i t ' s p r o d u c i n g f r o m t h e f i r s t Bone 

S p r i n g Sand, and we a l s o have had some shows i n t h e 

Grayburg i n t e r v a l where a l o t o f t h e o t h e r 

p r o d u c t i o n i s i n t h e a r e a , so t h e r e a r e two o t h e r 
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r e s e r v o i r s t h a t a r e under c o n s i d e r a t i o n i n s p o t t i n g 

a w e l l h ere t h a t would go down t o TD i n t h e Strawn 

because t h e s e a r e s h a l l o w e r zones t h a t we pass 

t h r o u g h and --

MR. STOGNER: W e l l , w i t h t h e s c e n a r i o , and i f 

we a l l o w 330 and we g e t f o u r w e l l s c o n g r e g a t e d 

w i t h i n a l i t t l e c o r n e r h e r e , what good w i l l 8 0 -acre 

s p a c i n g do i f you have f o u r --

A. I d o n ' t t h i n k i t ' s our -- I mean -- as I 

u n d e r s t a n d i t , I d o n ' t t h i n k i t ' s our i n t e n t i o n t o 

d r i l l f o u r w e l l s on t o p o f each o t h e r . I t h i n k , you 

know, r i g h t now we're g o i n g f o r 80-acre s p a c i n g and 

i t w o u l d n ' t be or i n t e n t i o n t o d r i l l . 

I t h i n k we j u s t want t h e f l e x i b i l i t y t o be 

a b l e t o d r i l l 330 o u t o f t h e c o r n e r j u s t b e f o r e t h e 

Bone S p r i n g and t h e Grayburg a l s o . I d o n ' t t h i n k 

i t ' s our i n t e n t i o n t o d r i l l t h a t many w e l l s f o r t h e 

Str a w n . I t h i n k t h a t as Mr. P i e r c e p o i n t e d o u t , 

i t ' s our i n t e n t i o n t o a t l e a s t go f o r t h e 80 a t t h i s 

t i m e , and u l t i m a t e l y , i f p r o d u c t i o n d a t a p r o v e s t h a t 

we have t h e t y p e o f r e s e r v o i r we t h i n k we do, 

s i m i l a r t o t h e f i e l d t o t h e s o u t h o f us, t h a t i t ' s 

based on 160, t h a t we would a t t e m p t t o have t h e 

f i e l d based on 160, so I d o n ' t t h i n k -- i t ' s n o t 

r e a l l y our i n t e n t i o n f o r t h a t . I t ' s j u s t t o have 
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t h e a b i l i t y o f b e i n g a b l e t o d r i l l i n t h o s e 

l o c a t i o n s f o r t h e o t h e r r e s e r v o i r s . 

MR. STOGNER: But w i t h 330 o f f s e t s t h a t c o u l d 

happen; c o r r e c t ? 

A. Yes . 

MR. STOGNER: And what would be a way t o 

a l l e v i a t e t h a t s i t u a t i o n f r o m o c c u r r i n g ? 

MR. BRUCE: I f I c o u l d say s o m e t h i n g , 

Mr. Examiner, I suppose one way t o a l l e v i a t e t h a t 

w o u l d be s o m e t h i n g t h a t t h e d i v i s i o n has used i n t h e 

p a s t w h i c h w o u l d r e q u i r e t h e w e l l t o be i n a 

s p e c i f i c q u a r t e r q u a r t e r s e c t i o n . 

A. Yeah, i t s t a g g e r s t h e l o c a t i o n s . 

MR. BRUCE: And I t h i n k -- w e l l , I c o u l d ask a 

f o l l o w u p q u e s t i o n o f Mr. S h a t z e r t o g e t o u t one o f 

th e o t h e r r e a s o n s . 

MR. STOGNER: Okay, Mr. Bruce, I w i l l hand i t 

o v e r t o you. 

Q. (By Mr. Bruce) Mr. S h a t z e r , i n t h e p a s t 

Mewbourne has been up here q u i t e a b i t d r i l l i n g some 

Morrow t e s t s ; has i t not? 

A. Yes, s i r . 

Q. And a l o t of t h o s e have been u n o r t h o d o x ; 

c o r r e c t ? 

A. Yes, s i r . 
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Q. And i s t h a t due t o development o f t h e 

p o r o s i t y i n t h e Morrow and t h e Strawn? 

A . Yeah . The l i n e a l n a t u r e o f Morrow sand 

development and b a s i c a l l y , when t h e o r t h o d o x l e g a l 

l o c a t i o n s have a l r e a d y been d r i l l e d and t h e y g e t an 

edge o f sand, why t h e secondary n a t u r e o f our 

program coming i n t r y i n g t o f i g u r e o u t where t h e 

sand was l e a d s us t o , i n t h e case o f t h i s w e l l , t h e 

Loco H i l l S t a t e No. 1, t o ask him f o r an o r t h o d o x 

l o c a t i o n and t h e need t o d r i l l i t i n such a 

l o c a t i o n . 

Q. And a l i t t l e b i t more f l e x i b i l i t y m i g h t 

p r e v e n t you from h a v i n g t o come back here t o seek an 

u n o r t h o d o x l o c a t i o n , perhaps? 

A. R i g h t . 

MR. STOGNER: Any o t h e r q u e s t i o n s ? 

MR. BRUCE: No, s i r . 

MR. STOGNER: Mr. Bruce. A n y t h i n g f u r t h e r ? 

MR. BRUCE: N o t h i n g f u r t h e r i n t h i s case. 

MR. STOGNER: Okay. Does anybody e l s e have 

a n y t h i n g f u r t h e r i n t h e case 10329? I f n o t , t h e n 

t h i s case w i l l be t a k e n under a d v i s e m e n t . 

(The f o r e g o i n g case was c o n c l u d e d a t t h e 

a p p r o x i m a t e hour o f 2:50 p.m.) 
I do 
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STATE OF NEW MEXICO ) 
) s s . 

COUNTY OF BERNALILLO ) 

REPORTER'S CERTIFICATE 

BE IT KNOWN t h a t t h e f o r e g o i n g t r a n s c r i p t o f 

t h e p r o c e e d i n g s were t a k e n by me, t h a t I was t h e n 

and t h e r e a C e r t i f i e d S h o r t h a n d R e p o r t e r and N o t a r y 
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o f New Mexico, and by v i r t u e t h e r e o f , a u t h o r i z e d t o 
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nor employed by any o f t h e p a r t i e s h e r e t o , and have 
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