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ATTORNEYS AT LAW 

2 1 8 M O N T E Z U M A 

P O S T O F F I C E B O X 2 0 6 8 
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7 0 0 U N I T E D B A N K P L A Z A 

P O S T O F F I C E B O X 10 

R O S W E L L , N E W M E X I C O 8 8 2 0 2 

( 5 0 5 ) 6 2 2 - 6 5 1 0 

FAX ( 5 0 5 ) 6 2 3 - 9 3 3 2 

Florene Davidson 
O i l Conservation Division 
310 Old Santa Fe T r a i l 
Santa Fe, New Mexico 87503 

Dear Florene: 

2 8 O 0 C L A Y D E S T A C E N T E R 

6 D E S T A D R I V E 

P O S T O F F I C E B O X 3 5 8 0 

M I D L A N D , T E X A S 7 9 7 0 2 

(915 ) 6 8 3 4 6 9 1 

F A X (915) 6 8 3 - 6 5 1 8 

1 7 0 0 T E A M B A N K B U I L D I N G 

P O S T O F F I C E B O X 9 2 3 8 

A M A R I L L O , T E X A S 7 9 1 0 5 

( 8 0 6 ) 3 7 2 - 5 5 6 9 

F A X ( 8 0 6 ) 3 7 2 - 9 7 6 1 

5 0 0 M A R Q U E T T E N.W., S U I T E 8 0 0 

P O S T O F F I C E B O X 2 0 4 3 

A L B U Q U E R Q U E . N E W M E X I C O 8 7 1 0 3 

! 5 0 5 ) 7 6 8 - 1 5 0 0 

F A X ( 5 0 5 ) 7 6 8 - 1 5 2 9 

Enclosed f o r f i l i n g are an o r i g i n a l and two copies of a Pre-
Hearing Statement i n Case No. 10,689. 

Very t r u l y yours, 

HINKLE, COX, EATON, COFFIELD 
HENSLEY 

Tames Bruce 

J B : f r s 
E n c l o s u r e s 

V I A HAND DELIVERY 

JGB5\93562.c 



STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATK 

This pre-hearing statement is submitted by Applicant as required by the Oil 
Conservation Division. 

DIVISION FOR THE PURPOSE OF 
CONSIDERING: 

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

CASE NO. 10,689 

PRE-HEARING STATEMENT 

APPEARANCE OF PARTIES 

APPLICANT ATTORNEY 

Mewbourne Oil Company 
Suite 1020 
550 West Texas 
Midland, Texas 79701 
(915) 682-3715 

James Bruce 
Hinkle, Cox, Eaton, Coffield 

& Hensley 
Post Office Box 2068 
Santa Fe, New Mexico 87504-2068 
(505) 982-4554 Attention: D. Paul Haden 

OPPOSITION OR OTHER PARTY ATTORNEY 

JGB5\93559.d 



Pre-Hearing Statement 
NMOCD Case No. 10,689 
Page 2 

STATEMENT OF CASE 

APPLICANT 

Applicant seeks to pool all interests in the W/2 of Section 17-18 South - 28 East, 
from 500 feet below the top of the San Andres formation to the base of the Morrow 
formation. There are interest owners who have not agreed to commit their interests. 
Applicant proposes to drill a well to test the Morrow formation, and requests pooling of all 
pools or formations spaced on 160 and 320 acre spacing. 

OPPOSITION 

PROPOSED EVIDENCE 

APPLICANT 

WITNESSES EST. TIME EXHIBITS 

D. Paul Haden 
(Landman) 

10 minutes (a) 
(b) 
(c) 

Land plat 
List of interest owners 
Correspondence and 
telephone notes 

(d) 
(e) 

AFE 
Affidavit of Notice 

David Schatzer 
(Geologist) 

10 minutes (a) 
(b) 
(c) 

Structure map 
Production map 
Isopach 



Pre-Hearing Statement 
NMOCD Case No. 10,689 
Page 3 

OPPOSITION 

WITNESSES EST. TIME EXHIBITS 

PROCEDURAL MATTERS 

Respectfully submitted, 

HINKLE, COX, EATON, COFFIELD 
& HENSLEY 

James Bruce 
Post Office Box 2068 
Santa Fe, New Mexico 87504-2068 
X505) 982-4554 

Attorneys for Mewbourne Oil Company 
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NOT L I C E N S E D I N N E W M E X I C O 

7 0 0 U N I T E D B A N K P L A Z A 

P O S T O F F I C E B O X 10 

R O S W E L L , N E W M E X I C O 8 8 2 0 2 

( 5 0 5 1 6 2 2 - 6 5 I O 
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2 8 0 0 C L A Y D E S T A C E N T E R 

6 D E S T A D R I V E 

P O S T O F F I C E B O X 3 5 8 0 

M I D L A N D , T E X A S 7 9 7 0 2 

(915 ) 6 8 3 4 6 9 1 
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A M A R I L L O , T E X A S 7 9 I O S 
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5 0 0 M A R Q U E T T E N.W., S U I T E B O O 

P O S T O F F I C E B O X 2Q-43 

A L B U Q U E R Q U E , N E W M E X I C O 8 7 1 0 3 

( 5 0 5 ) 7 6 8 - 1 5 0 0 

F A X < 5 0 5 ) 7 6 8 - 1 5 2 9 

Michael E. Stogner 
O i l Conservation D i v i s i o n 
310 Old Santa Fe T r a i l 
Santa Fe, New Mexico 87503 

Re: Case No. 10,689; A p p l i c a t i o n of Mewbourne O i l Company 
f o r Compulsory Pooling, Eddy County, New Mexico 

Dear Mr. Stogner: 

This l e t t e r i s submitted as you requested a t the hearing on 
March 18. 

The l o c a t i o n of the w e l l i n the above case i s 1,980 f e e t FWL 
and 2,180 f e e t FNL of Section 17, 18 South - 28 East, i n Eddy 
County. Mewbourne requested p o o l i n g of 160 acre and 32 0 acre u n i t s 
( f o r a Morrow t e s t w e l l ) . At the hearing you asked Mr. Haden, 
Mewbourne's landman, i f the l o c a t i o n was orthodox as t o 160 acre 
u n i t s , and Mr. Haden r e p l i e d "Yes, I b e l i e v e i t i s . " You requested 
w r i t t e n v e r i f i c a t i o n t o s u b s t a n t i a t e Mr. Haden's statement. 

A f t e r reviewing the r u l e s , I s t a t e on Mewbourne's behalf t h a t 
the l o c a t i o n i s unorthodox as t o 160 acre u n i t s . We could l o c a t e 
no s p e c i a l pool r u l e s which s p e c i f i e d the above l o c a t i o n as 
standard. I discussed t h i s matter w i t h Mr. Haden: He informed me 
t h a t he thought t h a t the l o c a t i o n was orthodox under Rules 
104(B)(1) and 104(C)(2) because i t was no c l o s e r than 330 f e e t t o 
the 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 . Hence h i s statement a t hearing. 
He was i n c o r r e c t , but i t was a good f a i t h mistake based on a mis
reading of the r u l e s . 

JGB5\93595.c 



Michael E. Stogner 
Page Two 
March 24, 1993 

I was responsible f o r f i l i n g the a p p l i c a t i o n , and I should 
have caught the non-standard l o c a t i o n . I d i d not, and I apologize 
f o r t he inconvenience. I t was a simple mistake; I obviously 
concentrated on the standard l o c a t i o n f o r the Morrow form a t i o n . 

I n s h o r t , both Mr. Haden and I made human e r r o r s . Mewbourne 
does request t h a t you approve the a p p l i c a t i o n , but s t a t e i n the 
order t h a t i f Mewbourne completes the w e l l uphole i n a 160 acre gas 
zone, t h a t i t be r e q u i r e d t o o b t a i n approval o f the unorthodox 
l o c a t i o n pursuant t o Rule 104(F). 

Please contact me i f you need anything f u r t h e r i n t h i s matter. 

Very t r u l y yours, 

HINKLE, COX, EATON, COFFIELD 
&/HENSLEY 

JB: f r s 
c: D. Paul Haden 

Robert G. S t o v a l l , Esq. 

VIA HAND DELIVERY 

JGB5\93595.c 
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STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES 

OIL CONSERVATION DIVISION 

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

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

ENTRY OF APPEARANCE 

COMES NOW, W. THOMAS KELLAHIN of K e l l a h i n and K e l l a h i n , 

and enters t he f i r m ' s appearance on behalf of MARATHON OIL 

COMPANY i n the above captioned matter. 

KELLAHIN and KELLAHIN 

Post O f f i c e Box 2/265 
Santa Fe, New Mexico 87504 
(505) 982-4285 
ATTORNEYS FOR MARATHON OIL COMPANY 

CERTIFICATE OF SERVICE 

I hereby c e r t i f y t h a t a t r u e and c o r r e c t copy of the 
foregoing Entry of Appearance was sent by U.S. M a i l , postage 
pre-paid t o James Bruce, Esq. of Hi n k l e , Cox, Eaton, 
C o f f i e l d and Hensley, P.O. Box 2068, Santa Fe, New Mexico 
87504 and hand-delivered t o W i l l i a m J. LeMay of the O i l 
Conservation D i v i s i o n , 310 Old Santa Fe T r a i l , Room 219, 
Santa Fe, NM 87501 on t h i s 9 th day of March, 1993. 

CASE NO, OjLĵ jĵ EHVATION DIViSIC 

emt309.092 



STATE OF NEW HEXICO 
DEPARTMENT OF ENERGY, MINERALS AND NATURAL 

OIL CONSERVATION DIVISION 

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

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

ENTRY OF APPEARANCE 

COMES NOW, W. THOMAS KELLAHIN of K e l l a h i n and K e l l a h i n , 

and enters the f i r m ' s appearance on behalf of MARATHON OIL 

COMPANY i n the above captioned matter. 

I hereby c e r t i f y t h a t a t r u e and c o r r e c t copy of the 
for e g o i n g Entry of Appearance was sent by U.S. M a i l , postage 
pre-paid t o James Bruce, Esq. of Hinkle, Cox, Eaton, 
C o f f i e l d and Hensley, P.O. Box 2068, Santa Fe, New Mexico 
87504 and hand-delivered t o W i l l i a m J. LeMay of the O i l 
Conservation D i v i s i o n , 310 Old Santa Fe T r a i l , Room 219, 
Santa Fe, NM 87501 on t h i s 9 th day of March, 1993. 

KELLAHIN and KELLAHIN 

W. Thomas KellLahin 
Post O f f i c e Box 2265 
Santa Fe, New Mexico 87504 
(505) 982-4285 
ATTORNEYS FOR MARATHON OIL COMPANY 

CERTIFICATE OF SERVICE 

entt309.092 



STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES 

OIL CONSERVATION DIVISION 

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

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

W W« '1993 ^ 

CASE NO. 

ENTRY OF APPEARANCE 

COMES NOW, W. THOMAS KELLAHIN of Kellahin and Kellahin, 

and enters the firm's appearance on behalf of MARATHON OIL 

COMPANY i n the above captioned matter. 

KELLAHIN and KELLAHIN 

W. Thomas Kel/Lahin 
Post Office Box 2265 
Santa Fe, New Mexico 87504 
(505) 982-4285 
ATTORNEYS FOR MARATHON OIL COMPANY 

CERTIFICATE OF SERVICE 

I hereby c e r t i f y that a true and correct copy of the 
foregoing Entry of Appearance was sent by U.S. Mail, postage 
pre-paid t o James Bruce, Esq. of Hinkle, Cox, Eaton, 
C o f f i e l d and Hensley, P.O. Box 2068, Santa Fe, New Mexico 
87504 and hand-delivered to William J. LeMay of the O i l 
Conservation Division, 310 Old Santa Fe T r a i l , Room 219, 
Santa Fe, NM 87501 on t h i s 9th day of March, 1993. 

ei«309.092 



STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES 

OIL CONSERVATION DIVISION 

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

CASE NO. 
THE APPLICATION OF MEWBOURNE OIL 
COMPANY FOR COMPULSORY POOLING, 
EDDY COUNTY, NEW MEXICO 

ENTRY OF APPEARANCE 

COMES NOW, W. THOMAS KELLAHIN of K e l l a h i n and K e l l a h i n , 

and enters t he f i r m ' s appearance on behalf of OXY USA, INC. 

i n the above captioned matter. 

I hereby c e r t i f y t h a t a t r u e and c o r r e c t copy of the 
foregoing Entry of Appearance was sent by U.S. M a i l , postage 
pre-paid t o James Bruce, Esq. of Hi n k l e , Cox, Eaton, 
C o f f i e l d and Hensley, P.O. Box 2068, Santa Fe, New Mexico 
87504 and hand-delivered t o W i l l i a m J. LeMay of the O i l 
Conservation D i v i s i o n , 310 Old Santa Fe T r a i l , Room 219, 
Santa Fe, NM 87501 on t h i s 9 th day of March, 1993. 

KELLAHIN and KELLAHIN 

W. Thomas K d l l a h i n 
Post O f f i c e Box/2265 
Santa Fe, New Mexico 87504 
(505) 982-4285 
ATTORNEYS FOR OXY USA INC. 

CERTIFICATE OF SERVICE 

entt309.009 



STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES 

OIL CONSERVATION DIVISION 

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

CASE NO. .-lOfrft* 
17) H S IS 0 W 1 D THE APPLICATION OF MEWBOURNE OIL 

COMPANY FOR COMPULSORY POOLING, 
EDDY COUNTY, NEW MEXICO 

MAR 91993 
ENTRY OF APPEARANCE 

; OIL CONSERVATION DIVISION 

COMES NOW, W. THOMAS KELLAHIN of Kellahin and Kellahin, 

and enters the firm's appearance on behalf of OXY USA, INC. 

i n the above captioned matter. 

I hereby c e r t i f y that a true and correct copy of the 
foregoing Entry of Appearance was sent by U.S. Mail, postage 
pre-paid to James Bruce, Esq. of Hinkle, Cox, Eaton, 
Co f f i e l d and Hensley, P.O. Box 2068, Santa Fe, New Mexico 
87504 and hand-delivered to William J. LeMay of the O i l 
Conservation Division, 310 Old Santa Fe T r a i l , Room 219, 
Santa Fe, NM 87501 on t h i s 9th day of March, 1993. 

KELLAHIN and KELLAHIN 

W. Thomas Kdllahin 
Post Office Box/2265 
Santa Fe, New Mexico 87504 
(505) 982-4285 
ATTORNEYS FOR OXY USA INC. 

CERTIFICATE OF SERVICE 

entt309.009 



STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES 

OIL CONSERVATION DIVISION 

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

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

CASE NO. jfySBg | f f ! 

ENTRY OF APPEARANCE 

I IMI 

i 
MAR 91993 

• OIL CONSERVATION DIVISION? 

COMES NOW, W. THOMAS KELLAHIN of K e l l a h i n and K e l l a h i n , 

and enters the f i r m ' s appearance on behalf of OXY USA, INC. 

i n the above captioned matter. 

KELLAHIN and KELLAHIN 

W. Thomas K e l l a h i n 
Post O f f i c e Box/2265 
Santa Fe, New Mexico 87504 
(505) 982-4285 
ATTORNEYS FOR OXY USA INC. 

CERTIFICATE OF SERVICE 

I hereby c e r t i f y t h a t a t r u e and co r r e c t copy of the 
foreg o i n g Entry of Appearance was sent by U.S. M a i l , postage 
pre-paid t o James Bruce, Esq. of Hinkle, Cox, Eaton, 
C o f f i e l d and Hensley, P.O. Box 2068, Santa Fe, New Mexico 
87504 and hand-delivered t o W i l l i a m J. LeMay of the O i l 
Conservation D i v i s i o n , 310 Old Santa Fe T r a i l , Room 219, 
Santa Fe, NM 87501 on t h i s 9 th day of March, 1993. 

entt309.009 



STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES 

OIL CONSERVATION DIVISION 

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

IN THE MATTER OF THE HEARING •; j r ^ J k ^ M j j 

CASE NO. jOk CQMStftya-n, 

ENTRY OF APPEARANCE 

COMES NOW, W. THOMAS KELLAHIN of Kellahin and Kellahin, 

and enters the firm's appearance on behalf of LOUIS DREYFUS 

NATURAL GAS CORPORATION i n the above captioned matter. 

I hereby c e r t i f y t h a t a true and correct copy of the 
foregoing Entry of Appearance was sent by U.S. Mail, postage 
pre-paid t o James Bruce, Esq. of Hinkle, Cox, Eaton, 
C o f f i e l d and Hensley, P.O. Box 2068, Santa Fe, New Mexico 
87504 and hand-delivered t o William J. LeMay of the O i l 
Conservation Division, 310 Old Santa Fe T r a i l , Room 219, 
Santa Fe, NM 87501 on t h i s 9th day of March, 1993. 

W.* Thomas Kej\lahin 
Post Office Box 2265 
Santa Fe, New Mexico 87504 
(505) 982-4285 
ATTORNEYS FOR LOUIS DREYFUS NATURAL 
GAS CORPORATION 

CERTIFICATE OF SERVICE 

entt309.659 



STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY, MINERALS AND NATURAL 

OIL CONSERVATION DIVISION 

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

~ : £ £ ^ R V A T I O N Div* 
CASE NO. 10689 

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

ENTRY OF APPEARANCE 

COMES NOW, W. THOMAS KELLAHIN of K e l l a h i n and K e l l a h i n , 

and enters the f i r m ' s appearance on behalf of LOUIS DREYFUS 

NATURAL GAS CORPORATION i n the above captioned matter. 

I hereby c e r t i f y t h a t a t r u e and c o r r e c t copy of the 
foregoing Entry of Appearance was sent by U.S. M a i l , postage 
pre-paid t o James Bruce, Esq. of Hi n k l e , Cox, Eaton, 
C o f f i e l d and Hensley, P.O. Box 2068, Santa Fe, New Mexico 
87504 and hand-delivered t o W i l l i a m J. LeMay of the O i l 
Conservation D i v i s i o n , 310 Old Santa Fe T r a i l , Room 219, 
Santa Fe, NM 87501 on t h i s 9 t h day of March, 1993. 

W." Thomas K e l l a h i n 
Post O f f i c e Box 2265 
Santa Fe, New Mexico 87504 
(505) 982-4285 
ATTORNEYS FOR LOUIS DREYFUS NATURAL 
GAS CORPORATION 

CERTIFICATE OF SERVICE 
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STATE OF NEW HEXICO 
DEPARTMENT OF ENERGY/ MINERALS AND NATURAL RE.J 

OIL CONSERVATION DIVISION 

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

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

in 

ENTRY OF APPEARANCE 

COMES NOW, W. THOMAS KELLAHIN of Kellahin and Kellahin, 

and enters the firm's appearance on behalf of LOUIS DREYFUS 

NATURAL GAS CORPORATION i n the above captioned matter. 

KELLAHIN and KELLAHIN 

W. Thomas Kellahin 
Post Office Box 2265 
Santa Fe, New Mexico 87504 
(505) 982-4285 
ATTORNEYS FOR LOUIS DREYFUS NATURAL 
GAS CORPORATION 

CERTIFICATE OF SERVICE 

I hereby c e r t i f y that a true and correct copy of the 
foregoing Entry of Appearance was sent by U.S. Mail, postage 
pre-paid t o James Bruce, Esq. of Hinkle, Cox, Eaton, 
Co f f i e l d and Hensley, P.O. Box 2068, Santa Fe, New Mexico 
87504 and hand-delivered to William J. LeMay of the O i l 
Conservation Division, 310 Old Santa Fe T r a i l , Room 219, 
Santa Fe, NM 87501 on t h i s 9th day of March, 1993. 

entt309.659 
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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: ) CASE NO. 10689 

APPLICATION OF MEWBOURNE OIL 
COMPANY 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: M i c h a e l E. S t o g n e r , H e a r i n g Examiner 

March 18, 1993 

Santa Fe, New M e x i c o 

T h i s m a t t e r came on f o r h e a r i n g b e f o r e t h e 

O i l C o n s e r v a t i o n D i v i s i o n on March 18, 1993, a t t h e 

O i l C o n s e r v a t i o n D i v i s i o n C o n f e r e n c e Room, S t a t e Land 

O f f i c e B u i l d i n g , 310 O l d Santa Fe T r a i l , Santa Fe, New 

M e x i c o , b e f o r e Deborah O'Bine, RPR, C e r t i f i e d C o u r t 

R e p o r t e r No. 63, f o r t h e S t a t e o f New M e x i c o . 

i E g n o w g n; <\ 

ORIGINAL i APR ! 2 1993 J 

OIL CONSERVATION DIVISIO N 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 
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I N D E X 

M a r c h 1 8, 1993 
E x a m i n e r H e a r i n g 
CASE NO. 10689 

PAGE 
APPEARANCES 3 

MEWBOURNE O I L COMPANY'S WITNESSES: 

PAUL HADEN 
E x a m i n a t i o n by Mr. B r u c e 4 
E x a m i n a t i o n b y E x a m i n e r S t o g n e r 12 
E x a m i n a t i o n b y Mr. S t o v a l l 13 

DAVID SHATZER 
E x a m i n a t i o n b y Mr. B r u c e 14 
E x a m i n a t i o n b y E x a m i n e r S t o g n e r 18 
E x a m i n a t i o n by Mr. S t o v a l l 18 
F u r t h e r E x a m i n a t i o n by 

E x a m i n e r S t o g n e r 19 
F u r t h e r E x a m i n a t i o n b y Mr. S t o v a l l 20 
F u r t h e r E x a m i n a t i o n b y 

E x a m i n e r S t o g n e r 2 1 

REPORTER'S CERTIFICATE 27 

E X H I B I T S 
I D ADMTD 

E x h i b i t 1 
E x h i b i t 2 
E x h i b i t 3 
E x h i b i t 4 
E x h i b i t 5 
E x h i b i t 6 
E x h i b i t 7 
E x h i b i t 8 
E x h i b i t 9 

6 
6 
7 
7 
9 

1 1 
15 
15 
16 

12 
12 
12 
12 
12 
12 
17 
17 
17 

CUMBRE COURT REPORTING 
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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL. ESQ. 
G e n e r a l C o u n s e l 
O i l C o n s e r v a t i o n Commission 
S t a t e Land O f f i c e B u i l d i n g 
310 O l d Santa Fe T r a i l 
Santa Fe, New M e x i c o 87501 

FOR THE APPLICANT: HINKLE, COX, EATON, COFFIELD 
& HENSLEY 

218 Montezuma 
Santa Fe, New M e x i c o 87501 
BY: JAMES G. BRUCE, ESQ. 

FOR LOUIS DREYFUS 
NATURAL GAS 
CORPORATION, 
MARATHON OIL 
COMPANY, 
OXY USA, INC.: 

KELLAHIN AND KELLAHIN 
117 N. Guadalupe 
Santa Fe, New M e x i c o 87501 
BY: W. THOMAS KELLAHIN. ESQ 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 
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EXAMINER STOGNER: H e a r i n g w i l l come t o 

o r d e r . C a l l n e x t case No. 10689. 

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

company f o r c o m p u l s o r y p o o l i n g , Eddy C o u n t y , New 

Me x i c o . 

EXAMINER STOGNER: C a l l f o r a p p e a r a n c e s . 

MR. BRUCE: Mr. Examiner, J i m Bru c e f r o m 

t h e H i n k l e Law F i r m i n Santa Fe, 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 swo r n . 

EXAMINER STOGNER: 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 a t t h i s t i m e ? 

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

EXAMINER STOGNER: Mr. K e l l a h i n ? 

MR. KELLAHIN: Mr. Exami n e r , I'm a p p e a r i n g 

t o d a y on b e h a l f o f L o u i s D r e y f u s N a t u r a l Gas 

C o r p o r a t i o n , M a r a t h o n O i l Company, and OXY USA, I n c . 

EXAMINER STOGNER: L o u i s D r e y f u s , OXY and? 

MR. KELLAHIN: M a r a t h o n . 

EXAMINER STOGNER: Do you have any 

w i t n e s s e s ? 

MR. KELLAHIN: No, s i r . 

EXAMINER STOGNER: Any o t h e r a p p e a r a n c e s ? 

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

Mr. Bruce? 

PAUL HADEN, 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 
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t h e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t 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 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 P a u l Haden. 

Q. And where do you r e s i d e ? 

A. I l i v e i n M i d l a n d , Texas. 

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

c a p a c i t y ? 

A. I am employed by Mewbourne O i l Company as a 

p e t r o l e u m landman. 

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 a p e t r o l e u m 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 t h e y were a c c e p t e d . 

Q. Are 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, I am. 

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

Haden as an e x p e r t landman. 

EXAMINER STOGNER: Mr. Haden i s so 

q u a l i f i e d . 

Q. (BY MR. BRUCE) Mr. Haden, p l e a s e s t a t e 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 
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b r i e f l y what i t i s t h a t Mewbourne seeks i n t h i s case. 

A. Mewbourne seeks an o r d e r p o o l i n g a l l t h e 

m i n e r a l i n t e r e s t s f r o m 500 f e e t b e l o w t h e t o p o f t h e 

San A n d r e s f o r m a t i o n t o t h e base 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 west h a l f o f S e c t i o n 17, 

Township 18 S o u t h , Range 28 E a s t , f o r a l l p o o l s o r 

f o r m a t i o n s spaced on 160 and 320 a c r e s . 

Q. And what i s t h e l o c a t i o n o f t h e w e l l , and I 

r e f e r you t o Mewbourne E x h i b i t 1? 

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

h i g h l i g h t s t h e p r o p o s e d 3 2 0 - a c r e s p a c i n g u n i t . I t 

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

T h i s w e l l i s l o c a t e d 1,980 f e e t f r o m t h e w e s t l i n e and 

2,180 f e e t f r o m n o r t h l i n e o f S e c t i o n 17. 

Q. R e f e r r i n g t o E x h i b i t 2, who does Mewbourne 

seek t o f o r c e p o o l ? And b e f o r e you g e t t o t h a t , t h e r e 

i s a l i s t i n g o f o w n e r s h i p on t h i s i n t e r e s t . Would you 

f i r s t s t a t e s p e c i f i c a l l y who on t h i s l i s t Mewbourne i s 

n o t s e e k i n g t o f o r c e p o o l ? 

A. Okay. Mewbourne i s n o t s e e k i n g t o f o r c e 

p o o l OXY USA, I n c . , n o r C o r r i n e Grace. 

Q. And you have r e c e n t l y come t o t e r m s w i t h 

t h o s e two p a r t i e s , have you n o t ? 

A. Yes, we have. 

Q. And even t h o u g h t h e y were n o t i f i e d o f t h i s 

CUMBRE COURT REPORTING 
P.O. BOX 9262 
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h e a r i n g , you do n o t seek t o p o o l them? 

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

Q. Are t h e o t h e r p a r t i e s -- why d o n ' t you 

i d e n t i f y t h e n t h e p a r t i e s you do seek t o p o o l ? 

A. The p a r t i e s w h i c h we do seek t o f o r c e p o o l , 

t h e y a r e P h i l l i p s P e t r o l e u m Company, t h e E s t a t e o f 

George M. H a t c h e r , deceased, h i s h e i r s and d e v i s e e s , 

M a r a t h o n O i l Company, L o u i s D r e y f u s Gas H o l d i n g s , 

I n c . , and L o u i s D r e y f u s N a t u r a l Gas C o r p o r a t i o n , 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 a l s o M i c h a e l P. Grace. 

Q. And r e f e r r i n g t o E x h i b i t 3, c o u l d you 

i d e n t i f y t h a t f o r t h e ex a m i n e r ? 

A. E x h i b i t No. 3 i s a summary o f 

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

Q. And a r e t h e backup d o c u m e n t a t i o n f o r t h i s 

summary, t h e l e t t e r s and t h e phone n o t e s , marked 

E x h i b i t 4? 

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

Q. And g e n e r a l l y , j u s t g e n e r a l l y f o r t h e 

e x a m i n e r , when d i d t h e s e c o n t a c t s b e g i n ? 

A. Okay. L o o k i n g a t E x h i b i t No. 3 i n t h e 

summary, L o u i s D r e y f u s Gas H o l d i n g s , I n c . , and L o u i s 

D r e y f u s N a t u r a l Gas C o r p o r a t i o n , I communicated w i t h 

Mr. R u s t y W a t e r s , t h e i r landman. C o m m u n i c a t i o n s began 

F e b r u a r y 4 o f 1993. T h i s i s where a w e l l p r o p o s a l was 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
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s e n t p r o p o s i n g t h e w e l l . A l s o , i f D r e y f u s d i d n o t 

want t o p a r t i c i p a t e , we r e q u e s t e d t h a t t h e y f a r m o u t 

t o us o r s e l l 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 . AFE 

f o r t h e t e s t w e l l was s e n t w i t h t h i s l e t t e r . 

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

up c o m m u n i c a t i o n s . The l a s t c o m m u n i c a t i o n was, as you 

see, i s March 16, phone c a l l w i t h Mr. Wate r s a g a i n . 

He i n d i c a t e d t h a t t h e i r a t t o r n e y w o u l d make an 

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

t h e y s t i l l were u n a b l e t o make a d e c i s i o n . 

Q. And a l t h o u g h you had n o t s e n t an AFE p r i o r 

t o t h e c o n t a c t s w i t h L o u i s D r e y f u s , had you c o n t a c t e d 

DEKALB, i t s p r e d e c e s s o r i n i n t e r e s t ? 

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

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

i s n ' t i t ? 

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

Q. How a b o u t M i c h a e l Grace? 

A. M i c h a e l Grace, i f you w o u l d l o o k a t t h e 

c o r r e s p o n d e n c e , o u r f i r s t c o m m u n i c a t i o n s were back i n 

F e b r u a r y 1992. T h i s i s F e b r u a r y 14. T h i s i s where we 

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

T h e re were some f o l l o w - u p s . T h e r e was a 

f o l l o w - u p l e t t e r s e n t March 9 o f '92. And on F e b r u a r y 

4 o f '93, we s e n t a w e l l p r o p o s a l w i t h an AFE 

CUMBRE COURT REPORTING 
P.O. BOX 9262 
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a t t a c h e d , r e q u e s t i n g h i m t o p a r t i c i p a t e t o t h e e x t e n t 

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

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

Q. Now, w i t h o u t g o i n g i n t o any more d e t a i l , 

w i t h each o f t h e s e you've had a number o f c o n t a c t s , 

have you n o t ? 

A. Yes, I have. 

Q. On page 2 o f E x h i b i t 3, w i t h one 

c o r r e c t i o n , t h e P h i l l i p s P e t r o l e u m Company c o n t a c t , i s 

t h a t O c t o b e r 17, 1992? 

A. Yes, t h a t i s O c t o b e r 17, 1992. T h a t ' s a 

t y p o . 

Q. And, i n y o u r o p i n i o n , have you made a good 

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

p a r t i e s who you l i s t e d and you d e s i r e t o p o o l ? 

A. Yes, I b e l i e v e I have. 

Q. Does Mewbourne r e q u e s t t h a t i t be named 

o p e r a t o r o f t h e w e l l ? 

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

Q. R e f e r r i n g t o E x h i b i t 5, w o u l d you i d e n t i f y 

t h a t f o r t h e e x a m i n e r ? 

A. E x h i b i t No. 5 i s a copy o f o u r AFE w h i c h we 

s e n t t o t h e owners t h a t d e s c r i b e s o u r e s t i m a t e d w e l l 

c o s t . The e s t i m a t e d w e l l c o s t t o t h e c a s i n g p o i n t i s 

$422,000. T o t a l e s t i m a t e d w e l l c o s t i s $755,000. 
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T h i s i s f o r a 1 0 , 5 5 0 - f o o t Morrow t e s t w e l l . 

Q. I s t h i s e s t i m a t e d w e l l c o s t i n l i n e w i t h 

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

d e p t h i n t h i s a r e a o f Eddy County? 

A. We have f o u n d t h i s t o be c o r r e c t . 

Q. What amounts do you recommend w h i c h 

Mewbourne s h o u l d be p a i d f o r s u p e r v i s i o n and 

a d m i n i s t r a t i o n expenses? 

A. We're recommending $6,167 p e r month f o r a 

d r i l l i n g w e l l and $626.50 p e r month be a l l o w e d f o r a 

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

f o r o u r T u r k e y T r a c t 15 S t a t e #2 w e l l , w h i c h i s 

a p p r o x i m a t e l y two m i l e s e a s t o f t h i s p r o p e r t y . 

T h i s was d e s c r i b e d i n Case No. 10635. The 

o r d e r was i s s u e d u n d e r R-9856. 

And a l s o e x t e n s i v e t e s t i m o n y on t h e s e r a t e s 

was p r e s e n t e d i n case 1484, and Or d e r No. R-9688. 

Q. And do you r e q u e s t t h a t i f t h e p o o l i n g 

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

e s c a l a t e d a n n u a l l y ? 

A. Yes, we were r e q u e s t i n g such e s c a l a t i o n . 

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

marked E x h i b i t 5? 

A. Yes, s i r , we a r e . 

Q. A r e t h e s e amounts w h i c h you have j u s t 
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recommended i n l i n e w i t h t h o s e amounts o r w i t h amounts 

n o r m a l l y c h a r g e d by Mewbourne and o t h e r o p e r a t o r s i n 

t h i s a rea? 

A. We b e l i e v e t h a t t h a t i s c o r r e c t . 

Q. And i s E x h i b i t 6 y o u r A f f i d a v i t r e g a r d i n g 

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

a p p l i c a t i o n ? 

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

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? 

A. We a r e recommending w e l l c o s t s p l u s 200 

p e r c e n t . T h i s f i g u r e i s used i n o p e r a t i n g a g r e e m e n t s 

i n t h i s a r e a o f New M e x i c o . 

Q. W i l l t h e g e o l o g i s t , Mewbourne's g e o l o g i s t , 

a l s o t e s t i f y as t o t h e r i s k p e n a l t y ? 

A. Yes, he w i l l . 

Q. 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 e 

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, i t i s . 

Q. Were E x h i b i t s 1 t h r o u g h 6 p r e p a r e d by you 

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

A. Yes, t h e y were. 

MR. BRUCE: Mr. Exa m i n e r , a t t h i s t i m e I 

w o u l d move t h e a d m i s s i o n o f E x h i b i t s 1 t h r o u g h 6. 
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EXAMINER STOGNER: E x h i b i t s 1 t h r o u g h 6 

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 a t t h i s t i m e . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. The l o c a t i o n o f t h a t w e l l a g a i n i s 1,980 

f r o m t h e w e s t , 2,180 f r o m t h e n o r t h ; 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. So i t i s o r t h o d o x s h o u l d a l l f o r m a t i o n s 

t h a t ' s spaced on 320 be --

A. T h a t w o u l d be o r t h o d o x f o r 160 and 320. 

Q. I t w i l l ? What p o o l t h e n w o u l d i t be 

s t a n d a r d f o r 160? Do you want t o p r o v i d e t h a t t o me 

l a t e r on as t o t h a t , a w r i t t e n e x p l a n a t i o n o f why i t 

i s s t a n d a r d , and d e n o t e what p o o l r u l e t h a t i s ? I f 

n o t , c o u l d you p l e a s e a l s o p r o v i d e me a w r i t t e n o f why 

you t h i n k i t i s ? 

A. Yes, s i r , i f t h a t i s t h e c a s e , I w i l l 

p r o v i d e a w r i t t e n — 

Q. W e l l , you s a i d i t was and you t e s t i f i e d 

t h a t i t was; so now i t ' s t i m e f o r you t o w r i t e i t t o 

me and p r o v e i t t o me, s i r . You've been h e r e l o n g 

enough. You know what t h e p o o l r u l e s a r e . 

A. Yes, s i r . 

EXAMINER STOGNER: You s h o u l d know what t h e 

g e n e r a l r u l e s a r e . Now t h a t you t o l d me s o m e t h i n g , 
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t h e n you s t a t e i t f o r me. 

THE WITNESS: I w i l l so d o . 

EXAMINER STOGNER: I w i l l e x p e c t t h a t 

w i t h i n f i v e w o r k i n g d a y s , Mr. B r u c e . 

MR. BRUCE: Yes, s i r , Mr. Examin e r . 

EXAMINATION 

BY MR. STOVALL: 

Q. Mr. Haden, one o t h e r t h i n g . T h i s i s a r e a l 

n i t p i c k y l i t t l e t h i n g , b u t a c t u a l l y you were 

r e q u e s t i n g an a d j u s t m e n t f a c t o r o r p r o v i s i o n be 

p r o v i d e d , n o t n e c e s s a r i l y an e s c a l a t i o n f a c t o r ; i s 

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

A. Yes, t h a t i s an a d j u s t m e n t . I t c o u l d be 

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

MR. STOVALL: I t a c t u a l l y even happened 

once a c c o r d i n g t o y o u r e x h i b i t . Okay, t h a t ' s a l l I ' v e 

g o t . 

EXAMINER STOGNER: No o t h e r q u e s t i o n s . 

Mr. K e l l a h i n , d i d you have any? 

MR. KELLAHIN: No q u e s t i o n s , Mr. Examiner. 

EXAMINER STOGNER: Mr. Bruce? 

MR. STOVALL: Next w i t n e s s , Jim? Oh, I'm 

s o r r y , y o u ' r e making n o t e s . 

MR. BRUCE: C a l l Mr. S h a t z e r t o t h e s t a n d . 

DAVID SHATZER, 
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t h e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t 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 you p l e a s e s t a t e y o u r name and c i t y 

o f r e s i d e n c e f o r t h e r e c o r d . 

A. My name i s D a v i d S h a t z e r . I l i v e i n 

M i d l a n d , Texas. 

Q. Whom do you work f o r and i n what c a p a c i t y ? 

A. 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 . 

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. Yes, I have. 

Q. Were 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. 

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 a p p l i c a t i o n ? 

A. Yes, I am. 

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

S h a t z e r 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 STOGNER: So q u a l i f i e d . 

Q. (BY MR. BRUCE) Mr. S h a t z e r , w o u l d you 

r e f e r t o E x h i b i t 7 and d i s c u s s t h e t a r g e t zone o f t h e 
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p r o p o s e d w e l l ? 

A. E x h i b i t 7 i s a p r o d u c t i o n map i n t h e ar e a 

o f t h e p r o s p e c t , s h o w i n g o n l y t h o s e w e l l s w h i c h 

p e n e t r a t e t h e Morrow. A l l t h e o t h e r s h a l l o w c o n t r o l s 

a r e n o t shown i n t h i s a r e a . 

The Morrow p r o d u c e r s a r e shown i n t h e c o l o r 

o r a n g e . And t h e r e a r e seven w e l l s d r i l l e d , and s i x o f 

them a r e i n t h e Morrow. Of t h o s e seven w e l l s , o n l y 

one o f them i s an o u t s t a n d i n g w e l l , t h e A r c o S t a t e 

"CG" 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 7. 

Three w e l l s t h a t a r e i n t h e n o r t h -

n o r t h e a s t p o r t i o n o f t h e mapped a r e a a r e d e c e n t Morrow 

w e l l s , h a v i n g p r o d u c e d o v e r a B c f . And t h e n t h e r e ' s 

two Morrow w e l l s t h a t a r e m a r g i n a l t o p o o r . T h a t 

b e i n g t h e A r c o "BY" i n t h e n o r t h w e s t o f S e c t i o n 7, and 

t h e S o u t h l a n d R o y a l t y M i d s t r e a m 16 i n t h e w e s t h a l f o f 

S e c t i o n 16. 

Q. So y o u r p r o p o s e d w e l l i s r e a l l y s t e p p i n g 

o u t q u i t e a ways f r o m e s t a b l i s h e d good w e l l s ? 

A. Yes, i t i s . 

Q. Would you r e f e r t o E x h i b i t 8 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 e x a m i n e r ? 

A. E x h i b i t 8 i s an Atoka/Mo r r o w c r o s s - s e c t i o n , 

0-0'. T h a t i s c o n s t r u c t e d f r o m n o r t h w e s t t o 

s o u t h e a s t , w h i c h i s t h e d e p o s i t i o n a l t r e n d o f t h e 
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Morrow, e s p e c i a l l y t h e Lower Morrow Sands i n t h i s 

a r e a , w h i c h a r e t h e p r i m a r y t a r g e t . 

The p r i m a r y t a r g e t w i t h i n t h e Lower Morrow 

i s t h e Lower Morrow Orange Sand, w h i c h p r o d u c e d b e s t 

i n t h e A r c o "CG" w e l l , s o u t h w e s t o f S e c t i o n 7. There 

a r e o t h e r w e l l s t h a t t h e y have t h e sand i n them, b u t 

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

q u a r t e r s downdip f r o m t h i s A r c o "CG." 

The 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 t h e 

S o u t h l a n d R o y a l t y M i d s t r e a m 16, and i t a l s o has Lower 

Morrow Sands t h a t were p e r f o r a t e d and t r i e d . However, 

t h e y a r e b r o k e n , n o t as w e l l - d e v e l o p e d . The p o r o s i t y 

i s p o o r , and t h i s was a p o o r p r o d u c e r , w h i c h o n l y made 

34 m i l l i o n c u b i c f e e t o f gas. 

The M i d d l e Morrow Green i s a s e c o n d a r y 

t a r g e t i n t h i s a r e a , b u t i t i s e r r a t i c and s c a t t e r e d 

i n i t s g e o l o g i c a l d e v e l o p m e n t . I t had p o o r sand 

d e v e l o p m e n t i n b o t h t h e A r c o w e l l s i n S e c t i o n 7, and 

t h e n i n S e c t i o n 16, i t had b e t t e r d e v e l o p m e n t . I t had 

some c l e a n i n t e r v a l w i t h good p o r o s i t y . However, when 

i t was p r o d u c t i o n t e s t e d , i t t e s t e d wet and was 

u n p r o d u c t i v e . 

Q. And, b r i e f l y , what i s E x h i b i t 9? 

A. E x h i b i t 9 i s a s t r u c t u r e map on t o p o f t h e 

Lower Morrow w i t h a c o n t o u r i n t e r v a l o f 100 f e e t . 
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S t r u c t u r a l d i p o f t h e Morrow i n t h i s a r e a i s t o t h e 

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

be 140 f e e t d owndip t o t h e n e a r e s t A r c o Orange Sand, 

Lower Morrow p r o d u c e r . 

Q. Based on y o u r e x h i b i t s , what p e n a l t y do you 

recommend a g a i n s t any n o n c o n s e n t i n g i n t e r e s t owners? 

A. Based on t h e g e o l o g i c a l r i s k , I recommend 

w e l l c o s t p l u s 200 p e r c e n t . 

Q. Was E x h i b i t 9 p r e p a r e d by you o r u n d e r y o u r 

d i r e c t i o n ? 

A. Yes, i t was. 

Q. How a b o u t E x h i b i t s 7 and 8? 

A. E x h i b i t s 7 and 8 were p r e p a r e d by D e x t e r 

Harmon, a n o t h e r Mewbourne g e o l o g i s t . However, I have 

done e x t e n s i v e o v e r l a p p i n g g e o l o g i c a l mapping i n t h i s 

a r e a , and I c o n c u r f u l l y w i t h i n t e r p r e t a t i o n s made i n 

E x h i b i t s 7 and 8. 

Q. 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 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. Exami n e r , I move t h e 

a d m i s s i o n o f Mewbourne E x h i b i t s 7, 8, and 9. 

EXAMINER STOGNER: E x h i b i t s 7, 8 and 9 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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EXAMINATION 

BY MR. STOGNER: 

Q. How f a r i s t h e p r o p o s e d w e l l f r o m t h e No. 2 

I l l i n o i s Camp o v e r t h e r e i n t h e e a s t o f 17? 

A. I guess i t w o u l d be -- o u r p r e s e n t p r o p o s e d 

17 No. 1 f r o m t h e p r o p o s e d 17 No. 2, i t w o u l d be, oh, 

p r o b a b l y 1,300 f e e t , 1,400 f e e t , s o m e t h i n g l i k e t h a t . 

Q. Okay, so t h a t i s a p r o p o s e d w e l l ? 

A. Yes. 17 No. 1 i s o u r i n i t i a l l o c a t i o n 

w h i c h we're h e r e f o r t o d a y . 

EXAMINATION 

BY MR. STOVALL: 

Q. Why was t h i s s p e c i f i c l o c a t i o n p i c k e d f o r 

t h i s w e l l ? Was i t t h e g e o l o g y d e p a r t m e n t t h a t pickesd 

i t ? 

A. Yes. I t ' s a s t a n d a r d l o c a t i o n i n a west 

h a l f p r o r a t i o n u n i t , and i t f i t b e s t w i t h t h e 

g e o l o g i c a l i n t e r p r e t a t i o n . 

Q. What o t h e r zones w o u l d you c o n s i d e r 

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

A. The A t o k a i s a p o s s i b i l i t y . T h e r e h a v e n ' t 

been any A t o k a p r o d u c e r s r e a l l y n e a r b y ; however, 

t h e r e ' s one A t o k a sand t h a t has n o t been p e r f o r a t e d t o 

d a t e i n t h e S o u t h l a n d M i d s t r e a m w e l l on t h e O' 

l o c a t i o n , r i g h t - h a n d s i d e o f t h e c r o s s - s e c t i o n . 
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T h a t ' s so, y e s , t h e A t o k a c o u l d be i n p l a y . 

Then t h e r e have been some d r i l l stem 

t e s t s . I t h i n k S e c t i o n 8, t h a t was a d r i l l stem t e s t 

i n t h e l o w e r c anyon. So t h e r e a r e some o t h e r 

p r o s p e c t i v e h o r i z o n s i n t h e P e n n s y l v a n i a n . 

Q. Were t h o s e t a k e n i n t o c o n s i d e r a t i o n i n 

p i c k i n g t h e l o c a t i o n ? 

A. Not r e a l l y , no. No, t h e Morrow i s 

p r i m a r i l y t h e zone we're a f t e r and was t h e key t o t h e 

l o c a t i o n c h o i c e . 

FURTHER EXAMINATION 

BY EXAMINER STOGNER: 

Q. The g e o l o g i c a l p a r a m e t e r s f o r y o u r two 

I l l i n o i s Camp w e l l s a r e shown h e r e on E x h i b i t No. 9. 

Ther e a r e no Morrow t e s t s i n 18, 19, 20, o r 2 1 , as 

y o u r map i n d i c a t e s ; i s t h a t c o r r e c t ? 

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

Q. A r e t h e r e some o t h e r g e o l o g i c a l p a r a m e t e r s 

t h a t I'm n o t s e e i n g h e r e t h a t l o c a t i o n s were chosen 

t h a t e x a c t ? 

A. I d o n ' t t h i n k t h e r e ' s a n y t h i n g — as f a r as 

t h e l o c a t i o n , why, we wanted t o go w i t h a s t a n d a r d 

p r o r a t i o n u n i t because t h i s i s such a g e o l o g i c a l 

s t e p o u t f r o m t h e A r c o w e l l s i n S e c t i o n 7. We d i d n ' t 

have any b a s i s t o w h i c h t o s u g g e s t a n o n s t a n d a r d 
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l o c a t i o n . 

And i n s o f a r as t h e No. 2 w e l l , t h e r e c o u l d 

be some c o n t i n g e n c y based on t h e No. 1, b u t r i g h t now 

we're a p p l y i n g f o r t h e No. 1, and t h a t ' s based on t h e 

Morrow t r e n d s t h a t we have i n t h e a r e a . 

FURTHER EXAMINATION 

BY MR. STOVALL: 

Q. C o u l d t h a t w e l l go n o r t h a t a l l and s t i l l 

c a t c h what you t h i n k t o be t h e t r e n d ? 

A. I w o u l d n ' t want t o go t o o f a r n o r t h because 

t h e m i d s t r e a m w e l l d i d have p o o r sands. The S o u t h l a n d 

R o y a l t y M i d s t r e a m i n S e c t i o n 16 had p o o r Lower Morrow 

sands. So I w o u l d n ' t want t o go t o o f a r n o r t h because 

we f e e l l i k e t h e t r e n d i s more n o r t h w e s t , s o u t h e a s t . 

Q. How f a r i s t o o f a r n o r t h ? What k i n d o f 

d i s t a n c e w o u l d you be u n c o m f o r t a b l e moving? 

A. W e l l , 1,980 i s t h e s t a n d a r d l o c a t i o n . I 

t h i n k t h e r e were -- I'm n o t p o s i t i v e on t h i s , b u t t h e 

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

f a r t h e r i s , t h e r e was some s u r f a c e p r o b l e m t h e r e w i t h 

s h a l l o w p r o d u c t i o n o u t t h e r e t h a t ' s n o t shown h e r e 

s h a l l o w , A r t e s i a G r a y b u r g F i e l d p r o d u c t i o n . T h ere was 

s u r f a c e l o c a t i o n because i t was o r i g i n a l l y p r o p o s e d 

i n t e r n a l l y f o r 1,980-1,980, and we've had t o move i t 

s l i g h t l y because o f e x i s t i n g s u r f a c e p r o b l e m s . 
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FURTHER EXAMINATION 

BY EXAMINER STOGNER: 

Q. I'm l o o k i n g more a t y o u r l o c a t i o n p r i m a r i l y 

now as t h e 200 p e r c e n t r i s k p e n a l t y , b u t i t l o o k s l i k e 

t h a t m i g h t a f f e c t more t h a t No. 2, w h i c h I assume i s 

t h e s u b j e c t o f an upcoming case on t h e 8 t h ; i s t h a t 

c o r r e c t ? 

A. Yes. 

Q. So y o u ' l l have a l i t t l e b i t more g e o l o g y by 

t h e n t o h e l p e i t h e r s u b s t a n t i a t e o r t o amend t h e 200 

p e r c e n t t o s o m e t h i n g l e s s , i f t h a t be a p p r o p r i a t e , 

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

between, h o p e f u l l y , two p r o d u c e r s ? 

A. R i g h t . 

MR. STOVALL: W i l l you have more 

i n f o r m a t i o n on t h e 8 t h ? T h a t ' s t h r e e weeks f r o m 

t o d a y . 

THE WITNESS: Yes, t h e 17 No. 1 won't be 

down by t h e n . We won't have i n f o r m a t i o n f u r t h e r t h a n 

what we have r i g h t now. The 17 No. 1 w i l l n o t be 

d r i l l e d , and i n f o r m a t i o n d a t a g o t t e n on t h e Morrow by 

t h e t i m e t h e o t h e r case i s h e a r d . 

Q. (BY EXAMINER STOGNER) But we can have a 

s t a t u s r e p o r t a t t h a t t i m e on t h a t No. 1? 

A. Yes. 
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MR. STOVALL: Do you have a p r o p o s e d spud 

d a t e f o r t h a t w e l l , o r a n y t h i n g t h a t ' s d r i v i n g you 

o t h e r t h a n g e t t i n g an o r d e r and a p p r o v a l s f r o m t h e 

D i v i s i o n ? 

THE WITNESS: As soon as p o s s i b l e . I d o n ' t 

know o f any o t h e r c o n c e r n . 

MR. STOVALL: I n o t h e r w o r d s , go t h r o u g h 

t h e o r d e r , and you've g o t t h e 30 day AFE p e r i o d and 

a l l t h a t . You're n o t b e i n g d r i v e n by s o m e t h i n g t h a t 

w o u l d r e q u i r e s h o r t e n i n g t h a t , a r e you? You d o n ' t 

have a l e a s e d e a d l i n e w o u l d be t h e main t h i n g ? 

THE WITNESS: T h e r e ' s some i n t e r n a l 

f i n a n c i n g c o n s i d e r a t i o n s , b u t t h e r e ' s n o t h i n g t h a t you 

d e s c r i b e d . 

MR. STOVALL: When w o u l d you a n t i c i p a t e 

s p u d d i n g t h a t w e l l ? I f you d o n ' t know, f e e l f r e e t o 

say so. 

THE WITNESS: I'm n o t s u r e . I h a v e n ' t seen 

t h e d r i l l i n g s c h e d u l e . I t h i n k t h a t t h e y were t a l k i n g 

a b o u t sometime i n A p r i l . 

EXAMINER STOGNER: 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 ? 

MR. STOVALL: I have none. 

EXAMINER STOGNER: He may be e x c u s e d . 

Mr. B r u c e , do you have a n y t h i n g f u r t h e r ? 
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MR. BRUCE: Only one t h i n g , Mr. Examiner. 

I f t h e l o c a t i o n i s u n o r t h o d o x f o r 1 6 0 - a c r e u n i t s , we 

w o u l d ask t h e a p p l i c a t i o n be a p p r o v e d b u t t h a t i t 

s t a t e t h a t any c o m p l e t i o n i n a 1 6 0 - a c r e u n i t be 

r e q u i r e d t o o b t a i n s u b s e q u e n t a p p r o v a l f o r t h e 

n o n s t a n d a r d l o c a t i o n . 

EXAMINER STOGNER: Okay. And I assume you 

w i l l echo t h a t i n t h e w r i t t e n r e q u e s t t h a t I ' v e 

s u g g e s t e d ? 

MR. BRUCE: Yes, s i r . 

EXAMINER STOGNER: As I u n d e r s t a n d i t , t h a t 

w on't be t h e cas e , as I ' v e been t o l d u n d e r o a t h by 

y o u r w i t n e s s . A n y t h i n g e l s e ? 

MR. KELLAHIN: I have a s t a t e m e n t , Mr. 

Examine r . 

EXAMINER STOGNER: Mr. K e l l a h i n ? 

MR. KELLAHIN: OXY USA, Mr. Exa m i n e r , has 

d i r e c t e d me t o make a s t a t e m e n t on t h e i r b e h a l f . 

They have t o l d me t h a t w h i l e t h e y have 

r e a c h e d a v o l u n t a r y agreement w i t h Mewbourne i n t h i s 

m a t t e r , t h e y a r e c o n c e r n e d a b o u t t h e p r o c e d u r e by 

w h i c h Mewbourne has c o n d u c t e d i t s e l f i n t r y i n g t o g e t 

v o l u n t a r y a g reement. 

T h e r e i s a c h r o n o l o g y o f e v e n t s t h a t has 

c o n c e r n e d them. OXY on F e b r u a r y 5 t h o f '93 r e c e i v e d 
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Mewbourne's p r o p o s a l f o r t h e w e l l a t a l o c a t i o n 1,780 

f r o m t h e n o r t h l i n e , 1,980 f r o m t h e w e s t l i n e o f 17. 

Th a t p r o p o s a l n e i t h e r p r o v i d e d any d e a d l i n e f o r r e p l y , 

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

On F e b r u a r y 23, OXY r e c e i v e d n o t i f i c a t i o n 

f r o m Mewbourne t h a t t h e y were amending t h e l o c a t i o n 

and now s o u g h t t h e w e l l l o c a t i o n 2,180 f r o m t h e n o r t h 

l i n e , 1,980 f r o m t h e west l i n e o f 17. 

MR. STOVALL: What d a t e was t h a t ? 

MR. KELLAHIN: The 2 3 r d o f F e b r u a r y --

p r o p o s i n g t o them a change i n l o c a t i o n and p r o p o s i n g 

t h e w e s t h a l f o f 17 as t h e s p a c i n g u n i t . On t h a t same 

day, unbeknownst t o OXY USA, Mewbourne caused a f o r c e d 

p o o l i n g case t o be f i l e d . 

On F e b r u a r y 25, OXY and Mewbourne met i n 

OXY's o f f i c e i n M i d l a n d , d i s c u s s e d t h e p r o p o s a l . OXY 

r e q u e s t e d a d d i t i o n a l i n f o r m a t i o n f r o m Mewbourne w h i c h 

was s u p p l i e d on F e b r u a r y 26, and a t no t i m e d i d 

Mewbourne p e r s o n n e l m e n t i o n t h e f o r c e d p o o l i n g 

a p p l i c a t i o n had been f i l e d j u s t two days e a r l i e r . 

L a t e r i n t h e day a f t e r t h e m e e t i n g , OXY r e c e i v e d 

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

W h i l e t h e y have s u b s e q u e n t l y come t o t e r m s , 

i t i s o f c o n c e r n t o OXY t h a t Mewbourne p r e m a t u r e l y 

i n s t i t u t e d c o m p u l s o r y p o o l i n g a c t i o n a g a i n s t them 
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w i t h o u t f i r s t u n d e r t a k i n g a good f a i t h and r e a s o n a b l e 

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

They w i s h e d me t o convey t h a t i n f o r m a t i o n 

t o y o u , Mr. Examiner. 

EXAMINER STOGNER: Thank y o u , Mr. 

K e l l a h i n . 

A n y t h i n g f u r t h e r i n t h i s case? 

MR. STOVALL: I'm g o i n g t o s t e p o u t on a 

l i m b h e r e and make a r e c o m m e n d a t i o n , Mr. B r u c e , t h a t 

p e r h a p s a t some t i m e , and o f c o u r s e OXY w i l l have t o 

make t h i s d e t e r m i n a t i o n , because you a r e t h e i r 

a t t o r n e y , and t h e y a r e t h e managers o f t h e p r o j e c t --

MR. BRUCE: You mean --

MR. STOVALL: I mean n o t OXY, excuse me --

Mewbourne. D i d I c o n f u s e you? -- p o s s i b l y s i t down 

and r e v i e w some o f t h e r e q u i r e m e n t s t h a t m i g h t a s s i s t 

them i n e s t a b l i s h i n g some p r o c e d u r e s t o a v o i d t h a t 

k i n d o f c r i t i c i s m t h a t j u s t went i n t o t h e r e c o r d . 

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

Br u c e . So t h a t i s my a d v i c e . And I pass t h a t on t o 

OXY, as w e l l -- excuse me, OXY, I keep t r y i n g t o do 

t h a t t o you — t o Mewbourne, t h a t p o s s i b l y t h e y s e t up 

some s o r t o f mechanism f o r a f a i r l y a c t i v e d r i l l i n g 

p r o g r a m , b u t i t i s n o t uncommon f o r Mewbourne t o come 

i n h e r e and f i l e an a p p l i c a t i o n s h o r t l y a f t e r t h e y 
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have i n i t i a t e d d i s c u s s i o n s w i t h o t h e r p a r t i e s . 

And w h i l e we don't r e c o g n i z e c o r p o r a t e 

d e l a y as a reason f o r not p a r t i c i p a t i n g , we r e c o g n i z e 

t h a t t h e r e has t o be some i n f o r m a t i o n f l o w . And I'm 

not going t o suggest a t t h i s t i m e t h a t t h a t be put i n 

the form of any o r d e r , but i t i s p a r t of t h e r e c o r d of 

t h i s case, and I t h i n k i t would behoove Mewbourne t o 

rev i e w how th e y handle t h e i r d r i l l i n g program, and the 

process the y use t o communicate t o o t h e r p a r t i c i p a n t s 

i n w e l l s . 

communicate w i t h them. O b v i o u s l y , i t ' s Mewbourne's 

d e c i s i o n how they go about t h a t process. I can't 

d i r e c t t h a t t h e y use a s p e c i f i c a t t o r n e y f o r a 

s p e c i f i c purpose. Mr. Bruce i s f a m i l i a r w i t h what i s 

r e q u i r e d here and c o u l d be u s e f u l , I t h i n k . 

m a t t e r ? Then case No. 10689 -- I'm goi n g t o keep t h e 

r e c o r d open f o r f i v e w o r k i n g days pending my w r i t t e n 

statement from t h e f i r s t w i t n e s s , Mr. Bruce. 

Again, I've suggested t o Mr. Bruce t h a t he 

I have n o t h i n g f u r t h e r . 

EXAMINER STOGNER: A n y t h i n g f u r t h e r i n t h i s 

W ith t h a t w e ' l l proceed on. 
| do hereby certify that the foregc'ng fi 
a com pie: e record of the proceeding i 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
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I , Deborah O'Bine, C e r t i f i e d S h o r t h a n d 
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