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A P P E A R A N C E S 

FOR THE NEW MEXICO OIL CONSERVATION DIVISION 

ROBERT G. STOVALL. ESQ. 
G e n e r a l Counsel 
S t a t e Land O f f i c e B u i l d i n g 
S anta Fe, New Mexico 87504 

FOR THE APPLICANT: 

HINKLE, COX EATON, COFFIELD & HENSLEY 
500 Marquette, Northwest, S u i t e 740 
Albuquerque, New Mexico 87102-2121 
BY: JAMES BRUCE, ESQ. 

FOR MARATHON OIL COMPANY: 

KELLAHIN, KELLAHIN & AUBREY 
Post O f f i c e Box 2265 
Santa Fe, New Mexico 87504-2265 
BY: W. THOMAS KELLAHIN, ESQ. 

RODRIGUEZ-VESTAL REPORTING 
/ n n n ̂  Qpa_i"7*7o 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

3 

I N D E X 

Page Number 

Appearances 2 

WITNESSES FOR THE APPLICANT: 

1 . D. PAUL HADEN 

2 . 

Examinat i o n by Mr. Bruce 6 

Examinat i o n by Examiner Catanach 1 2 

Examinat i o n by Mr . S t o v a l 1 1 3 

F u r t h e r Ex. by Mr. Catanach 1 3 

F u r t h e r Ex. by Mr. S t o v a l 1 14 

F u r t h e r Ex. by Examiner Catanach 16 

Examinat i o n by Mr. K e 1 l a h i n 16 

DEXTER L. HARMON 

Examinat i o n by Mr. Bruce 18 

Examinat i o n by Mr. K e l l a h i n 25 

Examinat i o n by Examiner Catanach 2 8 

C e r t i f i c a t e o f R e p o r t e r 30 

E X H I B I T S 

RODRIGUEZ-VESTAL REPORTING 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

1 5 

16 

17 

1 8 

19 

20 

2 1 

22 

23 

24 

25 

4 

Page I d e n t i f i e d 

E x h i b i t No. 1 7 

E x h i b i t No. 2 8 

E x h i b i t No. 3 8 

E x h i b i t No. 4 10 

E x h i b i t No. 5 20 

E x h i b i t No. 6 21 

E x h i b i t No. 7 22 

E x h i b i t No. 8 22 

E x h i b i t No. 9 22 

E x h i b i t No. 10 24 

RODRIGUEZ-VESTAL REPORTING 
f R f l K l Q Q P _ 1 " 7 * 7 0 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

5 

EXAMINER CATANACH: C a l l t h e h e a r i n g t o 

o r d e r t h i s m o r n i n g f o r Docket No. 16-92. I ' l l 

c a l l t h e c o n t i n u a n c e s f i r s t . Case 10479 i s 

c o n t i n u e d t o June 1 1 ; Case 10480 i s c o n t i n u e d t o 

June 1 1 ; and Case 10482 i s c o n t i n u e d t o June 1 1 . 

At t h i s t i m e w e ' l l c a l l Case 10477. 

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

O i l Company f o r Compulsory P o o l i n g , Eddy County, 

New Me x i c o . 

EXAMINER CATANACH: Are t h e r e 

a p p e a r a n c e s i n t h i s case? 

MR. BRUCE: Mr. Examiner, I'm J i m Bruce 

w i t h t h e H i n k l e law f i r m 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. 

EXAMINER CATANACH: Ot h e r a p p e a r a n c e s ? 

MR. KELLAHIN: Mr. Examiner, I'm Tom 

K e l l a h i n o f t h e Santa Fe law f i r m o f K e l l a h i n , 

K e l l a h i n & Aubrey a p p e a r i n g t o d a y on b e h a l f o f 

M a r a t h o n O i l Company. I have no w i t n e s s e s . 

EXAMINER CATANACH: Are t h e r e any o t h e r 

a p p e a r a n c e s ? 

W i l l t h e two w i t n e s s e s , p l e a s e , s t a n d 

t o be sworn i n . 

[The w i t n e s s e s were duly sworn.] 

D. PAUL HADEN 

RODRIGUEZ-VESTAL REPORTING 
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H a v i n g been d u l y sworn upon h i s o a t h , was 

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

EXAMINATION 

BY MR. BRUCE: 

Q. Would y o u , 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 P a u l Haden. 

Q. Where do you r e s i d e ? 

A. M i d l a n d , Texas. 

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

capac i t y ? 

A. I work f o r Mewbourne O i l Company as a 

p e t r o l e u m landman. 

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 as an e x p e r t landman and had y o u r 

c r e d e n t i a l s a c c e p t e d as a m a t t e r o f r e c o r d ? 

A. Yes, I have and, y e s , t h e y were. 

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

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

A. Yes, s i r , I am. 

MR. BRUCE: Mr. Exam i n e r , I t e n d e r t h e 

w i t n e s s as an e x p e r t landman. 

EXAMINER CATANACH: Mr. Haden i s so 

q u a l i f i e d . 

Q. (BY MR. BRUCE) B r i e f l y , Mr. Haden, 

RODRIGUEZ-VESTAL REPORTING 
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what does Mewbourne seek i n t h i s case? 

A. Mewbourne O i l i s s e e k i n g t o p o o l a l l 

m i n e r a l i n t e r e s t s f r o m t h e s u r f a c e t o t h e b a s i n 

o f t h e Morrow F o r m a t i o n u n d e r l y i n g t h e n o r t h h a l f 

o f S e c t i o n 26 i n Township 19 S o u t h , Range 27 

East . 

We're s e e k i n g t o p o o l a l l f o r m a t i o n s 

spaced on 320 a c r e s , a l l f o r m a t i o n s spaced on 160 

a c r e s , and a l l f o r m a t i o n s spaced on 40 a c r e s . As 

t o t h e 40 a c r e s , i t w o u l d be t h e n o r t h e a s t o f t h e 

n o r t h e a s t q u a r t e r ; f o r t h e 160 i t w o u l d be t h e 

n o r t h e a s t q u a r t e r ; f o r t h e 3 2 0 - a c r e s p a c i n g u n i t , 

i t w o u l d be t h e n o r t h h a l f o f S e c t i o n 26. 

Q. Would y o u , p l e a s e , r e f e r t o E x h i b i t No. 

1 and i d e n t i f y i t f o r t h e Examiner? 

A. E x h i b i t No. 1 i s a l a n d p l a t s h o w i n g 

our p r o p o s e d s p a c i n g u n i t f o r t h e Morrow. The 

n o r t h h a l f o f S e c t i o n 26 i s shaded i n y e l l o w w i t h 

our p r o p o s e d l o c a t i o n i n d i c a t e d by a r e d d o t . 

Q. And what i s t h e e x a c t f o o t a g e l o c a t i o n ? 

A. The e x a c t f o o t a g e l o c a t i o n i s 990 f r o m 

t h e n o r t h l i n e and 990 f r o m t h e e a s t l i n e o f 

S e c t i o n 26, 19 S o u t h , 27 E a s t . 

Q. And t h a t ' s an u n o r t h o d o x l o c a t i o n , 

i s n 1 t i t ? 

R O D R I G U E Z - V E S T A L R E P O R T I N G 
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A. That i s c o r r e c t . 

Q. And how i s t h e u n o r t h o d o x l o c a t i o n 

b e i n g h a n d l e d ? 

A. We c u r r e n t l y a r e a p p l y i n g 

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

Q. So you d o n ' t seek a n y t h i n g f r o m t h i s 

h e a r i n g r e g a r d i n g t h e u n o r t h o d o x l o c a t i o n ? 

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

Q. Now, w o u l d y o u , p l e a s e , r e f e r t o 

E x h i b i t 2 and d i s c u s s i t s c o n t e n t s ? 

A. E x h i b i t No. 2 i s a l i s t i n g o f t h e 

o w n e r s h i p and t h e p e r c e n t a g e i n t e r e s t . As you 

can see, i n t h e n o r t h w e s t q u a r t e r Mewbourne O i l 

Company owns t h a t 100 p e r c e n t . I n t h e n o r t h e a s t 

q u a r t e r A t l a n t i c R i c h f i e l d Company owns t h a t 

i n t e r e s t ; however, Mewbourne O i l Company has 

o b t a i n e d a f a r m o u t f r o m A t l a n t i c R i c h f i e l d o f 

w h i c h A t l a n t i c owns a h a l f - i n t e r e s t t h e r e . 

Y a t e s P e t r o l e u m C o r p o r a t i o n owns a 

26/144 i n t e r e s t . M a r a t h o n O i l Company owns a 

23/144. And DEKALB Energy Company owns 23/144 

i n t e r e s t . 

Q. Okay. And moving on t o E x h i b i t 3, 

w o u l d you d i s c u s s what t h a t i s and d i s c u s s t h e 

c u r r e n t s t a t u s o f commitment o r non-commitment by 

RODRIGUEZ-VESTAL REPORTING 
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Y a t e s , M a r a t h o n , and DEKALB. 

A. E x h i b i t No. 3 i s a copy o f a l l o f my 

c o r r e s p o n d e n c e between DEKALB Energy, Y a t e s 

P e t r o l e u m C o r p o r a t i o n , and M a r a t h o n O i l Company. 

The s t a t u s o f t h e s e companies as t o 

c o m m i t t i n g t h e i r i n t e r e s t , Y a t e s P e t r o l e u m has 

a g r e e d t o j o i n Mewbourne i n d r i l l i n g t h e t e s t 

w e l l . They have s i g n e d an AFE. They c u r r e n t l y 

have an o p e r a t i n g agreement i n t h e i r p o s s e s s i o n , 

w h i c h t h e y a r e c o n s i d e r i n g e x e c u t i n g . T h e r e f o r e , 

we a r e s t i l l n e g o t i a t i n g w i t h Y a t e s as t o t h e 

o p e r a t i n g a greement. 

As t o DEKALB Energy Corp, t h e y have 

a g r e e d t o s e l l t h e i r i n t e r e s t t o us, g i v i n g us an 

a s s i g n m e n t o f t h e i r i n t e r e s t . We have a g r e e d t o 

p u r c h a s e t h a t i n t e r e s t . However, such a s s i g n m e n t 

has n o t been made y e t . 

As t o M a r a t h o n O i l Company, t h e y have 

a g r e e d t o f a r m o u t t h e i r i n t e r e s t t o us under 

c e r t a i n t e r m s and c o n d i t i o n s , w h i c h we c u r r e n t l y 

a r e c o n s i d e r i n g . However, t h e r e s t i l l has n o t 

been an e x e c u t e d f o r m a l f a r m o u t agreement made 

between M a r a t h o n O i l Company and Mewbourne O i l . 

Q. So --

A. There f o r e — 

RODRIGUEZ-VESTAL REPORTING 
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Q. Go ahead. 

A. T h e r e f o r e , we're s t i l l n e g o t i a t i n g . 

Q. So f o r p u r p o s e s o f t h e f o r c e d p o o l i n g , 

y o u ' r e s t i l l naming Y a t e s , M a r a t h o n , and DEKALB? 

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

Q. And i f you come t o t e r m s w i t h them, you 

w i l l n o t i f y t h e OCD so t h a t t h e y w o u l d n o t be 

s u b j e c t t o t h e t e r m s o f any f o r c e d p o o l i n g o r d e r ? 

A. T h a t ' s c o r r e c t . We e x p e c t t o come t o 

t e r m s w i t h a l l t h r e e o f t h e s e companies. 

Q. Okay. Would y o u , p l e a s e , r e f e r t o 

E x h i b i t 4 and i d e n t i f y i t f o r t h e Examiner? 

A. E x h i b i t No. 4 i s a copy o f Mewbourne 

O i l Company's a u t h o r i z a t i o n f o r e x p e n d i t u r e . 

T h i s i s t h e e s t i m a t e d w e l l c o s t o f our A n g e l l 

Ranch 26 S t a t e No. 1 w e l l . The d r y h o l e c o s t i s 

e s t i m a t e d a t $439,678. The t o t a l c o m p l e t e d w e l l 

c o s t i s $801,383. T h i s i s f o r a w e l l p r o p o s e d 

d e p t h o f 10,950 f e e t . 

Q. And i s t h i s p r o p o s e d w e l l c o s t i n l i n e 

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

Mewbourne f o r d r i l l i n g o t h e r w e l l s i n t h i s a r ea? 

A. We b e l i e v e t h a t t o be t r u e . 

Q. Okay. And what does Mewbourne p r o p o s e 

as t h e o v e r h e a d r a t e s i n t h e e v e n t o f f o r c e d 

RODRIGUEZ-VESTAL REPORTING 
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p o o l i n g ? 

A. Mewbourne i s p r o p o s i n g a d r i l l i n g r a t e 

o f 5,500 p e r month and 5,000 -- w a i t , excuse me, 

$550 f o r t h e p r o d u c i n g w e l l r a t e . 

Q. And a r e t h e s e c o m p a r a b l e t o o v e r h e a d 

r a t e s f o r o t h e r w e l l s i n t h i s a r ea? 

A. Yes, t h a t i s . 

Q. Okay. Now, as f a r as t h e p e n a l t y , w i l l 

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

A. Yes, o u r g e o l o g i s t w i l l d i s c u s s t h e 

r e a s o n a b l e n e s s o f t h e p e n a l t y . 

Q. Were E x h i b i t s 1 t h r o u g h 4 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. They were p r e p a r e d by me. 

Q. And i n y o 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 s 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. T h a t ' s c o r r e c t . 

MR. BRUCE: Mr. Exami n e r , I t e n d e r 

E x h i b i t s 1 t h r o u g h 4. 

EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 

4 w i l l be a d m i t t e d as e v i d e n c e . 

MR. BRUCE: I do have a n o t i c e l e t t e r , 

w h i c h I w i l l s u b m i t n o t as an e x h i b i t . I am i n 

t h e t h r o e s o f mov i n g , Mr. Examiner, and I h a v e n ' t 

RODRIGUEZ-VESTAL REPORTING 
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p r e p a r e d t h e A f f i d a v i t o f N o t i c e , b u t I w i l l send 

t h i s o u t as soon as t h i s h e a r i n g i s o v e r . 

MR. STOVALL: Sounds l i k e a p e r s o n a l 

p r o b l e m , Mr. B r u c e . 

MR. BRUCE: I f I c o u l d be p e r m i t t e d t o 

t e n d e r t h e A f f i d a v i t o f N o t i c e s u b s e q u e n t t o t h e 

h e a r i n g w i t h i n t h e n e x t day. 

MR. STOVALL: I assume y o u ' r e moving up 

he r e t o r e p l a c e Judge K e l l y ? 

MR. BRUCE: H a r d l y . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Haden, i s t h i s w e l l g o i n g t o be 

d r i l l e d t o t h e base o f t h e Morrow F o r m a t i o n ? 

A. Base o f t h e Morrow, t h a t ' s r i g h t . 

Q. Have you examined o v e r h e a d r a t e s t h a t 

a r e c o n t a i n e d w i t h i n t h e E r n s t & Winney s u r v e y ? 

A. We f e e l t h a t t h e s e r a t e s a r e w i t h i n 

t h a t scope t h a t -- a c t u a l l y we b e l i e v e t h o s e 

r a t e s a r e much l o w e r t h a n what an o p e r a t o r does 

c h a r g e i n r e a l i t y . 

We have been a p p r o v e d — t h o s e r a t e s i n 

a p r e v i o u s case o f w h i c h o ur -- l e t ' s see, we had 

a w e l l , n o r t h h a l f o f S e c t i o n 20, 19 S o u t h , 27 

E a s t , w h i c h i s ab o u t t w o - a n d - a - h a l f m i l e s 

RODRIGUEZ-VESTAL REPORTING 
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n o r t h w e s t . T h i s was our Lake Shore F e d e r a l No. 1 

w e l l , w h i c h was s u b j e c t t o a c o m p u l s o r y p o o l i n g 

h e a r i n g . I b e l i e v e t h o s e r a t e s a r e i n l i n e w i t h 

t h a t w h i c h were a p p r o v e d i n t h a t case. 

EXAMINATION 

BY MR. STOVALL: 

Q. Which r a t e s a r e " t h o s e r a t e s " ? 

A. I b e l i e v e t h a t ' s 5,000 --

Q. I mean, w h i c h ones a r e you r e f e r r i n g 

t o ? 

A. The d r i l l i n g and p r o d u c i n g w e l l r a t e . 

Q. That y o u ' r e a s k i n g f o r her e ? 

A. R i g h t . 

Q. Okay. 

A. And t h a t w e l l i s a t h o u s a n d f e e t 

s h a l l o w e r t h a n t h i s one. And t h a t case was l a s t 

y e a r a b o u t t h e same t i m e as t h i s , May, June. 

EXAMINATION (CONTINUED) 

BY EXAMINER CATANACH: 

Q. Mr. Haden, has any o f t h e v a r i o u s 

i n t e r e s t owners e x p r e s s e d any — t h e y ' r e n o t 

s a t i s f i e d w i t h y o u r p r o p o s e d r a t e s a t a l l ? 

A. No. T h e y ' r e i n l i n e . A c t u a l l y Y a t e s 

P e t r o l e u m , on t h e JOA i s 6,600. I n f a c t , i t 

m i g h t be 6300 and 630, w h i c h t h e y have a g r e e d t o 
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p r e v i o u s l y i n o t h e r d e a l s . T h e y ' r e i n a number 

o f o ur d e a l s . As you know, t h e y ' r e a l l o v e r New 

Me x i c o . 

We d o n ' t e x p e c t any p r o b l e m w i t h Y a t e s 

as t o our p r o p o s e d d r i l l i n g p r o d u c i n g w e l l r a t e 

t h a t t h e y a r e e x e c u t i n g t h a t j o i n t o p e r a t i n g 

a g reement. T h i s i s l o w e r t h a n t h e y a r e g o i n g t o 

e x e c u t e . 

EXAMINATION (CONTINUED) 

BY MR. STOVALL: 

Q. Are you under a d r i l l i n g d e a d l i n e o f 

any s o r t ? 

A. No. But we'd l i k e t o s t a r t t h i s by 

J u l y 1 i f p o s s i b l e . 

Q. I s t h a t an i n t e r n a l d e c i s i o n ? 

A. T h a t ' s an i n t e r n a l , r i g h t . T h e r e ' s no 

s p e c i f i c d e a d l i n e . 

Q. I t a p p e a r s you a r e n e g o t i a t i n g and have 

r e a c h e d an agreement, a t l e a s t i n p r i n c i p l e , w i t h 

a l l t h e p a r t i e s y o u ' r e s e e k i n g t o f o r c e p o o l . 

Why a r e we f o r g i n g ahead w i t h t h e f o r c e d p o o l i n g ? 

A. Because we h a v e n ' t had a f a r m o u t 

agreement f r o m M a r a t h o n O i l Company i n t e n 

y e a r s . We d o n ' t know what t h e i r f o r m o f f o r m a l 

f a r m o u t agreement i s l i k e a t t h i s p o i n t . We have 
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had t r o u b l e w i t h o t h e r o p e r a t o r s who want a c a l l 

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

i s n 1 t r i g h t . 

We d o n ' t know i f t h e y w o u l d have such a 

p r o v i s i o n o r n o t , b u t we w o u l d n o t a g r e e t o 

such . They c o u l d have a c a l l on p r o d u c t i o n as t o 

t h e i n t e r e s t t h a t t h e y c o n t r i b u t e t o t h e u n i t b u t 

n o t t h e wh o l e u n i t . 

Q. They h a v e n ' t made such a p r o p o s a l t o 

you y e t ? 

A. No. But a l o t o f m a j o r o i l companies 

a t f i r s t t h a t ' s what t h e y want t o b e g i n w i t h . We 

have t o t e l l them no. T h a t ' s one o f t h e 

r e a s o n s . We d o n ' t know what t h e i r f o r m o f 

f a r m o u t agreement i s a t t h i s p o i n t . We have n o t 

seen i t . 

They have s e n t u s , as you can see on 

t h e e x h i b i t , a l e t t e r o f t h e i r p r o p o s e d t e r m s . 

And t h a t was j u s t s u b m i t t e d t o us by f a x , l e t ' s 

see, t h e 2 6 t h . We have n o t made a d e c i s i o n on 

t h e i r t e r m s y e t t h a t t h e y a r e o f f e r i n g . 

As t o DEKALB, t h e y ' r e j u s t s l o w i n 

g e t t i n g t h e a s s i g n m e n t t o us. They a r e i n t h e 

p r o c e s s o f s e l l i n g t h e i r company a p p a r e n t l y . 

Q. When d i d you i n i t i a t e n e g o t i a t i o n s w i t h 
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M a r a t h o n and Yate s ? 

A . March 9 2. 

MR. STOVALL: I have no f u r t h e r 

q u e s t i o n s . 

FURTHER EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Haden, a r e y o u r d r i l l i n g c o s t s i n 

l i n e w i t h o t h e r w e l l s i n t h i s a r e a ? 

A. We t h i n k t h e y a r e . As f a r as we know, 

t h e y a r e . 

Q. Have you d r i l l e d Morrow w e l l s i n t h i s 

a rea? 

A. Yes. L i k e I say, we've d r i l l e d one 

t w o - a n d - a - h a l f m i l e s n o r t h w e s t . Our Lake Shore 

F e d e r a l No. 1 w e l l . Of c o u r s e , t h i s one i s a 

l i t t l e b i t more because i t ' s d e e p e r . 

EXAMINER CATANACH: I have n o t h i n g 

f u r t h e r . I'm s o r r y , Mr. K e l l a h i n . 

MR. KELLAHIN: A c o u p l e o f f o l l o w - u p 

q u e s t i o n s . 

EXAMINATION 

BY MR. KELLAHIN: 

Q. On t h e d i s c u s s i o n o f t h e f a x l e t t e r 

f r o m M a r a t h o n t o y o u , Mr. Haden --

A. R i g h t . 
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Q. — I i n f e r r e d f r o m answers you gave Mr. 

Bruce t h a t you had an agreement i n p r i n c i p l e , b u t 

i n r e s p o n s e t o Mr. S t o v a l l , I now u n d e r s t a n d t h a t 

Mewbourne has n o t y e t a c t e d on t h e p r o p o s e d 

f a r m o u t t e r m s t h a t M a r a t h o n has s u b m i t t e d t o you 

by t h i s l e t t e r o f May 26? 

A. What I ' v e t o l d Mr. W i l s o n w i t h M a r a t h o n 

i s t h a t t h e t e r m s seemed a l l r i g h t t o me, b u t I 

w o u l d have t o g e t them a p p r o v e d by management. 

They have n o t a p p r o v e d t h a t y e t . 

Q. What i s t h e t i m e frame i n w h i c h you 

e x p e c t t o have t h a t d e c i s i o n made by management? 

A. P r o b a b l y t h i s week. 

Q. And i f management a c c e p t s t h a t , t h e n 

t h e n e x t i s s u e i s n e g o t i a t i n g t h e a c t u a l t e r m s --

A. T h a t ' s r i g h t . 

Q. -- o f t h e f a r m o u t agreement i t s e l f ? 

A. R i g h t . 

Q. Do you p r o p o s e t o c o n t i n u e t h o s e 

n e g o t i a t i o n s n o t w i t h s t a n d i n g t h e f a c t t h a t you 

may o b t a i n a p o o l i n g o r d e r f r o m t h e D i v i s i o n ? 

A. We have e v e r y i n t e n t i o n o f o b t a i n i n g 

t h a t f a r m o u t agreement f r o m M a r a t h o n . We p r e f e r 

t o o b t a i n a f a r m o u t agreement f r o m them i n l i e u 

o f a f o r c e d p o o l i n g . We f e e l t h i s w e l l i s g o i n g 
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t o make a good w e l l . 

Q. So t h a t I d o n ' t m i s u n d e r s t a n d y o u r 

answer, i f t h e Examiner i s s u e s you a p o o l i n g 

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

n o t cause you t o i n t e r r u p t y o u r e f f o r t s t o 

c o m p l e t e y o u r n e g o t i a t i o n s on a f a r m o u t 

agreement ? 

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

MR. KELLAHIN: Thank y o u , Mr. 

Examiner . 

EXAMINER CATANACH: The w i t n e s s may be 

excus e d . 

MR. BRUCE: I c a l l Mr. Harmon t o t h e 

s t a n d . 

DEXTER L. HARMON 

H a v i n g been d u l y sworn upon h i s o a t h , was 

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

EXAMINATION 

BY MR. BRUCE: 

Q. Would y o u , p l e a s e , s t a t e y o u r name and 

y o u r c i t y o f r e s i d e n c e ? 

A. My name i s D e x t e r Harmon. I l i v e i n 

M i d l a n d , Texas. 

Q. And who a r e you employed by and i n what 

capac i t y ? 
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A. I'm employed by Mewbourne O i l Company. 

I'm a d i s t r i c t g e o l o g i s t . 

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 as a g e o l o g i s t ? 

A. No, I have n o t . 

Q. Would y o u , p l e a s e , summarize y o u r 

e d u c a t i o n a l and work b a c k g r o u n d f o r t h e Examiner? 

A. I r e c e i v e d a d e g r e e i n g e o l o g y f r o m 

West Texas S t a t e U n i v e r s i t y i n 1977. From May o f 

77 t h r o u g h t h e end o f t h a t y e a r , I wo r k e d f o r 

P e t r o l e u m W e l l L o g g i n g Company. S t a r t i n g J a n u a r y 

1978 t h r o u g h 2 A p r i l o f 1979, I worked f o r D a v i s 

& A s s o c i a t e s C o n s u l t i n g G e o l o g i s t s . I ' v e been 

employed w i t h Mewbourne O i l Company s i n c e A p r i l 

o f 1979. 

Q. Does y o u r a r e a o f 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, i t does. 

Q. Are you f a m i l i a r w i t h t h e g e o l o g y 

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

A. Yes, I am. 

MR. BRUCE: Mr. Exami n e r , I t e n d e r t h e 

w i t n e s s as an e x p e r t p e t r o l e u m g e o l o g i s t . 

EXAMINER CATANACH: He i s so q u a l i f i e d . 

Q. (BY MR. BRUCE) Mr. Harmon, w o u l d y o u , 
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p l e a s e , r e f e r t o Mewbourne's E x h i b i t 5 and 

d i s c u s s t h e zones o f i n t e r e s t t o Mewbourne 1s 

p r o p o s e d w e l l ? 

A. E x h i b i t No. 5 i s a Morrow c r o s s - s e c t i o n 

l a b e l e d A t o A p r i m e . I t i s i n t h e a r e a o f 

i n t e r e s t s u r r o u n d i n g S e c t i o n 26. I t has t h r e e 

w e l l s on i t . The f i r s t one i s i n t h e s o u t h h a l f 

of S e c t i o n 14. I t was a Morrow d r y h o l e , b u t as 

you can see, i t has some sand i n i t t h a t d i d n ' t 

have any p o r o s i t y , b u t i t had a l i t t l e sand i n 

i t . 

The c r o s s - s e c t i o n t h e n goes t h r o u g h o ur 

p r o p o s e d l o c a t i o n i n S e c t i o n 26. The n e x t w e l l 

i s i n t h e west h a l f o f S e c t i o n 25, w h i c h was a 

Morrow p r o d u c e r . You can see by t h e p e r f o r a t i o n s 

i n d i c a t e d on t h a t w e l l t h a t i t p r o d u c e d o u t o f a 

M i d d l e Morrow g r e e n sand. We have t h e c o l o r 

g r e e n , a Lower Morrow o r a n g e sand, and a Lower 

Morrow brown sand. 

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

w e l 1? 

A. The w e l l has been i n a c t i v e s i n c e 1989. 

Q. And what was t h e t o t a l c u m u l a t i v e 

p r o d u c t i o n f r o m t h a t w e l l ? 

A. The t o t a l "cum" was 1 b i l l i o n 187 
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m i l l i o n c u b i c f e e t o f gas. 

And t h e n t h e l a s t w e l l on t h e 

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

o f S e c t i o n 36. And you can see i t p r o d u c e d o u t 

of t h e Lower Morrow o r a n g e sand and a l s o o u t o f 

t h e Lower Morrow brown sand. 

Q. Go ahead. 

A. We've c o l o r e d each sand and w i l l 

p r o c e e d w i t h an i s o p a c h s h o w i n g what each one 

l o o k s 1 i k e . 

Q. One i t e m on t h e S e c t i o n 36 w e l l , Mr. 

Harmon, i t was o n l y p e r f o r a t e d i n t h e t o p o f t h e 

Lower Morrow brown. What was t h e r e a s o n f o r 

t h a t ? 

A. The Lower Morrow brown i n t h a t w e l l i s 

53 f e e t t h i c k , and we g i v e i t 53 f o o t o f p o r o s i t y 

a l s o above 7 p e r c e n t . However, t h e b o t t o m p a r t 

o f t h a t sand i s w e t , and so t h e y j u s t p e r f o r a t e d 

t h e v e r y t o p o f t h a t sand. And t h e y ' v e g o t 268 

m i l l i o n o u t o f i t , I w o u l d assume, b e f o r e i t went 

t o w a t e r . And t h e y p l u g g e d t h a t zone o f f and 

came up t o t h e o r a n g e sand a f t e r t h a t . 

Q. Would y o u , p l e a s e , t h e n move on t o 

E x h i b i t 6 and d i s c u s s i t s c o n t e n t s f o r t h e 

Examiner. 
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A. E x h i b i t 6 i s a p r o d u c t i o n map o f t h e 

a r e a . I t shows a l l t h e s u r r o u n d i n g s e c t i o n s . 

A l l t h e Morrow p e n e t r a t i o n s i n t h i s a r e a a r e 

i n d i c a t e d by a c i r c l e a r o u n d t h e w e l l . You can 

see t h e r e a r e e l e v e n Morrow p e n e t r a t i o n s i n t h e 

a r e a . The c o l o r code i n s i d e t h e c i r c l e s a r e 

p r o d u c i n g zones. 

You can see o f t h e e l e v e n p e n e t r a t i o n s , 

t h e r e a r e s i x w e l l s p r o d u c e d o u t o f t h e Morrow. 

And o f t h o s e s i x p r o d u c e r s , t h e r e a r e t h r e e good 

w e l l s on S e c t i o n 2 and S e c t i o n 25 and one w e l l i n 

t h e s o u t h h a l f o f 36 t h a t were good Morrow 

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

Q. And t h e r e i s no economic or good Morrow 

p r o d u c e r t o t h e w e l l i n t h e west h a l f o f -- i n 

t h e s o u t h w e s t q u a r t e r o f S e c t i o n 25; i s t h a t 

c o r r e c t ? 

A. Say t h a t a g a i n , p l e a s e . 

Q. There i s no economic Morrow p r o d u c e r t o 

t h e west o f t h e w e l l i n t h e s o u t h w e s t q u a r t e r o f 

S e c t i o n 25? 

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

Q. Would y o u , p l e a s e , move on t o E x h i b i t s 

7, 8, and 9 and d i s c u s s f o r t h e Examiner what t h e 

t a r g e t s a r e t h a t Mewbourne i s t r y i n g t o g e t . 
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A. E x h i b i t s , 7, 8, and 9 a r e i s o p a c h maps 

of t h e sands f o u n d on t h e c r o s s - s e c t i o n A t o A 

p r i m e . E x h i b i t No. 7 i s a Lower Morrow brown 

zone i s o p a c h , and t h i s i s a g r o s s sand i s o p a c h . 

You can see t h a t t h e p r o p o s e d l o c a t i o n we 

e s t i m a t e g e t t i n g t e n f o o t o f g r o s s sand, Lower 

Morrow brown. 

I s o p a c h No. 8 i s o f t h e Lower Morrow 

orang e zone. A l s o we hope t o g e t t e n f o o t o f 

g r o s s sand a t our p r o p o s e d l o c a t i o n . I m i g h t add 

t h a t on t h i s map t h e r e i s a l i t t l e d r a f t i n g 

m i s t a k e i n S e c t i o n 25. That 2 0 - f o o t c o n t o u r 

s h o u l d go a l i t t l e b i t e a s t o f t h e w e l l i n t h e 

west h a l f o f 25. T h a t ' s 18 f o o t o f g r o s s sand 

t h e r e , and t h a t l i n e needs t o be moved a l i t t l e 

b i t t o t h e e a s t . 

The numbers n e x t t o each w e l l up t h e r e 

i s n e t p o r o s i t y g r e a t e r t h a n 7 p e r c e n t on t h e t o p 

and g r o s s sand on t h e b o t t o m , and t h e s e i s o p a c h s 

were p r e p a r e d on g r o s s sand. 

The l a s t i s o p a c h map i s t h e M i d d l e 

Morrow g r e e n sand. And h e r e a g a i n we hope t o g e t 

ab o u t t e n f o o t o f t h a t zone i n our p r o p o s e d 

l o c a t i o n . 

Q. I n y o u r o p i n i o n i s t h e r e s u f f i c i e n t 
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w e l l c o n t r o l t o g i v e you some degr e e o f 

c o n f i d e n c e w i t h r e s p e c t t o y o u r d r a f t s m a n s h i p 

h e r e ? 

A. Yes, s i r . As I s a i d , e l e v e n Morrow 

p e n e t r a t i o n s on t h e map. And t h a t ' s f a i r c o n t r o l 

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

one a s e c t i o n . 

Q. And i t a p p e a r s t h a t t h e r e a r e a number 

of w e l l s t h a t show t h e Morrow sands b u t have no 

p o r o s i t y ; i s t h a t c o r r e c t ? 

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

Q. Okay. F i n a l l y w o u l d you r e f e r t o 

E x h i b i t 11 and d i s c u s s i t f o r t h e Examiner. 

A. E x h i b i t 10. 

Q. E x h i b i t , y e s , 10. Excuse me. 

A. E x h i b i t 10 i s a s t r u c t u r e map, and i t ' s 

on t h e base o f t h e Morrow F o r m a t i o n . You can see 

t h a t t h e p r o p o s e d l o c a t i o n i s u p - d i p t o t h e 

p r o d u c e r s i n S e c t i o n 25 and a l s o 36. 

Q. What p e n a l t y do you recommend a g a i n s t 

n o n c o n s e n t i n g i n t e r e s t owners i f t h e y do n o t j o i n 

i n t h e wel1? 

A. We recommend c o s t p l u s 200 p e r c e n t . 

Q. I n y o u r o p i n i o n i s t h a t j u s t i f i e d by 

t h e r i s k i n v o l v e d i n d r i l l i n g t h i s w e l l ? 
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A. Yes, i t i s . 

Q. Were E x h i b i t s 6 t h r o u g h -- I mean, 

excuse me, 5 t h r o u g h 10 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 y o 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 s 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, i t i s . 

MR. BRUCE: Mr. Examiner, I t e n d e r as 

e v i d e n c e E x h i b i t s 5 t h r o u g h 10. 

EXAMINER CATANACH: E x h i b i t s 5 t h r o u g h 

10 w i l l be a d m i t t e d as e v i d e n c e . 

EXAMINER CATANACH: Mr. K e l l a h i n . 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Harmon, above t h e Morrow zone do 

you see p o t e n t i a l a t t h i s l o c a t i o n f o r o t h e r 

zones? 

A. No, we r e a l l y d o n ' t . 

Q. L o o k i n g a t y o u r p r o d u c t i o n map, t h e 

c o l o r - c o d e d map, you've g o t a c o l o r code down 

t h e r e f o r t h e A t o k a i n p u r p l e ? 

A. Yes. 

Q. I s t h e r e an A t o k a p r o d u c e r i n t h e 
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d i s p l a y a rea? I c o u l d n ' t f i n d t h a t c o l o r shown. 

A. The r e ' s n o t one on t h i s map. 

Q. So we d o n ' t have an A t o k a a v a i l a b l e 

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

A. No, s i r , we d o n ' t . 

Q. The c l o s e s t S t r a w n w e l l i s down i n 36? 

A. Yes. The w e l l i n t h e s o u t h h a l f o f 36 

was r e c o m p l e t e d i n t h e S t r a w n , and you can t e l l 

i t ' s a v e r y poor p r o d u c e r . 

Q. And t h e Wolfcamp t h a t e x i s t s i s a l s o i n 

36? 

A. I t ' s i n t h e n o r t h h a l f o f 36, and i t ' s 

been abandoned. I t was a v e r y p o o r p r o d u c e r 

a l s o . 

Q. Your b e s t c o n t r o l w e l l i n t e r m s o f 

p r o d u c t i v i t y i n t h e Morrow i s t h e w e l l i n 25? 

A. The west h a l f o f 25 --

Q. The west h a l f o f 25? 

A. — i s t h e c l o s e s t Morrow w e l l . 

Q. I t h i n k you've shown t h a t i n f o r m a t i o n 

on y o u r c r o s s - s e c t i o n , b u t summarize t h e 

i n f o r m a t i o n you have on t h e p r o d u c t i v i t y o f t h a t 

we 11 . 

A. That w e l l p r o d u c e d 1 b i l l i o n 187 

m i l l i o n c u b i c f e e t o f gas, 3,118 b a r r e l s o f o i l . 
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I t ' s been i n a c t i v e s i n c e 1989. 

Q. From l o o k i n g a t y o u r i s o p a c h s , i t ' s 

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

l o c a t i o n i s n o t a r e a l i s t i c v i a b l e l o c a t i o n i n 

t h i s s p a c i n g u n i t , i s i t ? 

A. No, i t ' s n o t . 

Q. That l o c a t i o n i s g o i n g t o be o u t s i d e 

t h e l i m i t s o f t h e p o r o s i t y as you've mapped i t i n 

each o f t h o s e t h r e e Morrow zones, i s n ' t i t ? You 

come r e a l c l o s e t o t h a t z e r o l i n e on y o u r v a r i o u s 

maps, I t h i n k . 

A. We do. Each map, i t comes i n ab o u t t h e 

t e n f o o t o f g r o s s sand. And you can see a l o t o f 

t h e w e l l s , t h e g r o s s sand i s u s u a l l y t h i c k e r t h a n 

t h e n e t sand, so w e ' l l need t o h i t a c o u p l e o f 

t h e s e sands t o g e t enough p o r o s i t y t o make a good 

we 11 . 

Q. I n p i c k i n g y o u r w e l l l o c a t i o n , what was 

t h e c r i t e r i a you used i n t e r m s o f p o t e n t i a l sand 

t h i c k n e s s i n o r d e r t o have y o u r b e s t s h o t a t a 

c o m m e r c i a l w e l l ? 

A. We f e e l we need a t l e a s t t e n f o o t o f 

p o r o s i t y i n t h e Morrow t o make a good c o m m e r c i a l 

we 11 . 

Q. I s t h a t g r o s s ? 
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A. T h a t ' s n e t p o r o s i t y . 

Q. Net p o r o s i t y combined f o r a l l t h r e e 

zones? 

A. R i g h t . 

MR. KELLAHIN: Okay. Thank y o u , Mr. 

Examin e r . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Harmon, t h e r e ' s some d r y h o l e 

m a r k e r s i n S e c t i o n s 27 and 22 and 34. Were any 

of t h o s e d r i l l e d t o t h e Morrow and t e s t e d ? 

A. No. A l l t h e Morrow w e l l s have a c i r c l e 

a r o u n d them, Morrow t e s t s . 

Q. So t h e r e ' s been no w e l l s d r i l l e d i n 26 

or 27 t o t h e Morrow? 

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

MR. STOVALL: L e t me ask a t e c h n i c a l 

q u e s t i o n . 

EXAMINER CATANACH: T h a t ' s a l l t h e 

q u e s t i o n s I have. 

Are t h e r e any 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 ? I f n o t , he may be ex c u s e d . 

Mr. B r u c e , do you have a n y t h i n g e l s e i n 

t h i s case? 

MR. BRUCE: N o t h i n g f u r t h e r , Mr. 
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Examiner. 

EXAMINER CATANACH: There b e i n g n o t h i n g 

f u r t h e r , Case 10477 w i l l be t a k e n u n d e r 

adv i sement. 

[And t h e p r o c e e d i n g s were c o n c l u d e d . ] 
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