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WHEREUPON, the following proceedings were had at 

8:51 a.m.: 

EXAMINER EZEANYIM: At t h i s time I c a l l Case 

Number 13,330, Application of Mewbourne O i l Company for an 

exception to Division Rule 104.C.(2).(c), Eddy County, New 

Mexico. Oh, the same — 

C a l l for appearances. 

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

representing the Applicant. I have two witnesses to be 

sworn. 

EXAMINER EZEANYIM: Any other appearances? No 

other appearances, no? 

Okay, may the witnesses stand to be sworn? 

(Thereupon, the witnesses were sworn.) 

EXAMINER EZEANYIM: Mr. Bruce, you may continue. 

STEVE COBB. 

the witness herein, after having been f i r s t duly sworn upon 

h i s oath, was examined and t e s t i f i e d as follows: 

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Would you please state your name and c i t y of 

residence for the record? 

A. Steve Cobb, Midland, Texas. 

Q. Who do you work for and i n what capacity? 

A. Mewbourne O i l Company as a landman. 

STEVEN T. BRENNER, CCR 
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Q. Have you previously t e s t i f i e d before the Division 

as a landman? 

A. Yes, I have. 

Q. And were your credentials as an expert accepted 

as a matter of record? 

A. They were. 

Q. And are you familiar with the land matters 

involved i n t h i s Application? 

A. I am. 

MR. BRUCE: Mr. Ezeanyim, I'd tender Mr. Cobb as 

an expert petroleum landman. 

EXAMINER EZEANYIM: Mr. Cobb, could you b r i e f l y 

summarize your experience so I can — j u s t b r i e f l y . 

THE WITNESS: I've been at Mewbourne for 13 — 

t h i s i s my 14th year. Before that I worked for Santa Fe 

Minerals i n Tulsa, Oklahoma, for approximately 10 years. 

That's as far as my land experience. 

EXAMINER EZEANYIM: Okay, Mr. Cobb i s so 

q u a l i f i e d . 

Q. (By Mr. Bruce) Mr. Cobb, before we get into the 

s p e c i f i c request, could you j u s t identify Exhibit 1 for the 

Examiner? 

A. Exhibit 1 i s a nine-section area surrounding 

the... Our section in question here today i s Section 20 of 

20 South, 22 East, Eddy County, New Mexico. 
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Q. And today we're here for the north half of 

Section 20? 

A. That's correct. 

Q. A l l of Section 20 i s one single federal lease, i s 

A. That•s correct. 

Q. Okay. Now, there's an existing well on the 

proration unit, the north-half unit. What i s that well? 

A. The existing well i s the Jetta Foal 20 Federal 

Number 1 well in the_jrorthw_est quarter. 

Q. Okay, in the norjbhe^t^uajrtex of the northwest 

quarter? 

A. Right. 

Q. And referring to Exhibit 2, what i s the well that 

Mewbourne proposes to d r i l l ? 

A. 0ur_JDijiejro^20 Number̂ 2̂  well. 

Q. And what quarter quarter section i s that well 

located in? 

A. That's in the southeast^northeast. 

Q. And again, the north half w i l l be dedicated to 

both wells, correct? \y 
- \ 

A. That's correct. 

Q. And Exhibit 2 i s just a copy of the Form C-102 

for the well? 
A. Right. 

i t not? 
/ 
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Q. Now, with respect to the north half, the Foal 

Federal — Who operates the Foal Federal 20 Number 1? 

A. Jetta Production ômpanŷ . 

Q. And today you are here proposing that Mewbourne ^ / 

be the record operator of the Dinero 20^Federal Number 2? 

A. That's correct. 

Q. And therefore you seek an exception to 

104.C.(2).(c); i s that correct? 

A. Correct. 

Q. What^f^rj^tion--J.s the Jetta_Foal_20 Federal 

Number 1 producing from? 

A. From the Morrow formation. 

Q. And i s the Morrow formation the primary target of 

Mewbourne's well? 

A. Yes, i t i s . 

Q. However, Mewbourne does request that i t be 

allowed to operate the well, regardless of whether i t ' s a 

Mcxrjaw^j^Atoka or Strawn well; i s that correct? 

A. Correct. 

Q. Anything spaced on 320 acres? \_y^ 

A. That's right. 

Q. Mr. Cobb, there was a couple of questions asked 

in the last case, and let me ask you them now. Mewbourne 

has had a couple of these cases before the Division now, 

has i t not? 
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A. We have. 

Q. And they are both on federal land? ^ 

A. Correct. 

Q. Has Mewbourne discussed with the BLM in Roswell 

these applications? 

A. We have. 

Q. And has the BLM expressed any objection to having 

two operators on a 320-acre well unit? 

A. No, they have not. 

Q. Okay. One other matter. With respect to the 

Jetta well, who are the interest owners in the Jetta well? 

A. I believe i t ' s Jetta, 75 percent, and Nearburg, 

25 percent. 

Q. I s there different ownership in Mewbourne's well? 

A. Yes, there i s . 

Q. Who are the owners, and what are their 

approximate interests in the Dinero well? 

A. I t ' s Mewbourne, Jetta, Nearburg and EOG. 

Q. Okay. 

A. And we own approximately(4 7)percent, Jettar22y 

Nearburg VL5^and EOG (L5_Ty 

Q. Okay. So there w i l l be a difference in ownership 

between the two wells? 

A. Correct. 

Q. Were a l l of the working interest owners notified 

STEVEN T. BRENNER, CCR 
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of this hearing? 

A. Yes, they were. 

Q. And would you refer to Exhibit Number 5, the 

affidavit of notice, Mr. Cobb? 

A. Right. 

Q. There's a notice letter that went out to Jetta, 

Nearburg and EOG. Those are the only other working 

interest owners besides Mewbourne; i s that correct? 

A. That's correct. 

Q. Now, notice was also given to Dominion Oklahoma 

Texas Exploration and Production, Inc. Do they own an 

interest in the north half? 

A. No, they do not. They only own in the south 

half. 

Q. Okay, so that was just a mistake to notify them? ^ 

A. Right. 

Q. Mr. Cobb, were Exhibits 1, 2 and 5 prepared by 

you or under your supervision or compiled from company 

business records? 

A. Yes, they were. 

Q. And in your opinion, i s the granting of this 

Application in the interests of conservation and the 

prevention of waste? 

A. Yes, i t i s . 

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

STEVEN T. BRENNER, CCR 
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of Mewbourne Exhibits 1, 2 and 5. 

EXAMINER EZEANYIM: Exhibits 1, 2 and 5 w i l l be 

admitted into evidence. 

MR. BRUCE: I pass the witness, Mr. Examiner. 

EXAMINER EZEANYIM: Thank you. Ga i l ? 

MS. MacQUESTEN: No questions. 

EXAMINER EZEANYIM: Okay, I may have to ask you 

some of the questions that I asked the other — 

MR. BRUCE: Yeah, and I do have an engineer, 

also, to t e s t i f y b r i e f l y , Mr. — 

EXAMINER EZEANYIM: Okay, yeah, but — Okay, 

maybe I can resolve my question a f t e r the testimony. 

MR. BRUCE: Okay. 

EXAMINER EZEANYIM: Okay. 

BRYAN M. MONTGOMERY, 

the witness herein, after having been f i r s t duly sworn upon 

h i s oath, was examined and t e s t i f i e d as follows: 

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Would you please state your name for the record? 

A. My name i s Bryan Montgomery. 

Q. Where do you reside? 

A. I reside i n Tyler, Texas. 

Q. Who do you work for and i n what capacity? 

A. I work for Mewbourne O i l Company as the manager 
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of reservoir engineering. 

Q. Have you previously t e s t i f i e d before the Division 

as an engineer? 

A. Yes, I have. 

Q. And were your credentials accepted as a matter of 

record? 

A. Yes, they were. 

Q. For the Examiner, could you b r i e f l y go over your 

educational and employment background? 

A. Yes, I received a bachelor's of science degree in 

petroleum engineering at University of Oklahoma i n 1984 and 

a master's of business administration i n 1992 at the 

University of Texas at Tyler and have worked since 1984 for 

Mewbourne O i l Company, for about 20 years. 

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

include southeast New Mexico? 

A. Yes, i t does. 

Q. As well as other areas? 

A. Yes. 

MR. BRUCE: Mr. Examiner, I'd tender Mr. 

Montgomery as an expert petroleum engineer. 

EXAMINER EZEANYIM: Mr. Montgomery i s so 

q u a l i f i e d . 

Q. (By Mr. Bruce) Mr. Montgomery, could you r e f e r 

to Exhibit 3 and describe the wells d r i l l e d i n the north 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

12 

half of 20 and some of the adjoining wells? 

A. Yes, this exhibit was put together by myself and 

our staff to help show what's going on on the ground out 

there. The section was f i r s t drilled in 1980. I f you'll 

see in the south half, the Jetta-operated Federal AE Number 

1 Delaware producer — 

EXAMINER EZEANYIM: Excuse me, where i s — 

THE WITNESS: The color plat. 

MR. BRUCE: I f you don't have i t , here's an extra 

copy. 

EXAMINER EZEANYIM: Okay, okay, here. 

THE WITNESS: So in 1979, in the south half of 

Section 20 where we see the words "Jetta Operated Federal 

AE #1 Delaware Producer", Amoco actually spudded that well, 

tested the Morrow, tested some other zones and temporarily 

abandoned the wellbore. 

Then in 1984 when they temporarily — or they 

plugged i t and pulled casing, there was no activity until 

1997 when Santa Fe re-entered that wellbore and dr i l l e d an 

80-acre Delaware horizontal well. 

At that point — or prior to that, just prior to 

that, in 1996, Santa Fe also spudded and dr i l l e d and 

completed the Foal 20 Number 1 in the northwest quarter as 

a Morrow well, and — 

Q. (By Mr. Bruce) I t ' s s t i l l producing from the 

STEVEN T. BRENNER, CCR 
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A. I t ' s s t i l l producing from the Morrow. In June of 

'02, Jetta took over operations of both those wells in a 

purchase when they bought a package of wells. After that, 

Mewbourne put together to d r i l l in the section, and we 

began in 2004 by spudding and d r i l l i n g and completing in 

the Morrow, the 20 Number 1 in the south half, -and we are 

the operator of that well. I t ' s currently in the Morrow 

producing at about a million a day, and i t ' s been on 

production just a couple of months. I t ' s actually 

PEgductiye^in the lower Morrow and the_middle Morrow. 

I f I back up, the Foal Number 1 tested wet and 

no^nproductive in the lower Morrow but i s producing out^of 

the middle-_MQjcrow • 

And then just recently we have spudded and 

dri l l e d and are testingjth^Morrovj„forma-tion_ 20 

Number 2,, v * i c h _ i s _ ^ j r e l l jthat we are discussing_ today in 

the_jaoxJJi__half^. You see i t in the northeast, the MOC 

Dinerj5_2jL^umber 2. I t says producer; we're s t i l l testing. 

We're in the lovgex^Jloj^rov^ i t doesn't look very good. The 

middle Morrow does look like i t ' s going to be productive. 

Q. Now, Jetta bought these properties, but has i t 

expressed a desire to s e l l their properties in this 

section? 

A. Yes, they have. We've talked to Jetta. In fact, 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

14_ 

we've seen the sale package where the wells are for sale. 

Q. Okay. 

A. Yes. 

Q. I s that one reason why — I mean, you don't have 

any problem with Jetta as an operator, as such, do you? 

A. No. No, they've done a fine job. They haven't 

been active doing anything in the last couple years, but no*1 

problem. 

Q. But i f the properties are sold — you don't know 

who the next operator w i l l be, correct? 

A. That's correct, there's no way to know who that 

w i l l be and how that w i l l impact us from an operations 

standpoint, as far as reporting to the Commission. ./ 

Q. Are there any other reasons why Mewbourne wants 

to have two operators in_the north-half uni,t? 

A. Yes, one strong reason i s just the ab i l i t y to be 

able t*o have efficiencies in production and operations, \ / 

physical operations. We plan to drjJJ^JJtie^inero 20 Number 

3, you car^see i t on the plat. 

Right now we are selling gas to E l Paso on the 20 

Number 1. I t ' s a better contract than the Jetta well has.v. 

We w i l l t i e in our Dinero 20 Number 2 at a common point a t 1 ^ 

the 20 Number 1 and hopefully the 20 Number 3, which w i l l 

also provide us a better place to compress gas in the 

future and that type of stuff that an operator can do with 

STEVEN T. BRENNER, CCR 
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multiple wells in an area. 

Q. Assuming the Division approves this request, w i l l 

production from the Mewbourne well in the northeast quarter 

of Section 20 have separate f a c i l i t i e s from the Jetta well? 

A. Yes. 

Q. Separate surface f a c i l i t i e s ? 

A. Yes, absolutely. 

Q. Okay. Now, you indicated Jetta has put these 

wells in a package. I s this an area where Mewbourne has 

been active in New Mexico for a while? 

A. Yes, that's correct, we have dr i l l e d many Morrow 

wells in this area in Eddy County, near Carlsbad, over the 

las t five — or two years, we've drilled, I think, a total 

of 55. And in this area maybe — there were 25 of them. 

And we're continuing, as you see, on the 20 Number 3 and in 

other sections very near here to d r i l l more Morrow wells. 

Q. Okay, and has Mewbourne been active in New Mexico 

for some time? 

A. Yes, we started in the early 1970s and have been 

operating since then consistently and growing and have a 

long, strong record of operations in New Mexico. 

Q. And many of those are Morrow wells or deep gas 

wells? 

A. That's correct, that's our primary target. 

Q. Was Exhibit 3 prepared by you? 

STEVEN T. BRENNER, CCR 
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A. Yes, i t was. 

Q. And in your opinion i s the granting of t h i s 

Application i n the interests of conservation and the 

prevention of waste? 

A. Yes, i t would be. 

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

of Exhibit 3. 

EXAMINER EZEANYIM: Exhibit 3 w i l l be admitted 

into evidence. 

MR. BRUCE: And that concludes my presentation of 

t h i s witness, Mr. Examiner. I would note for the record 

that there i s no Exhibit 4. Late l a s t night I was 

numbering these and — 

EXAMINER EZEANYIM: I was wondering about that. 

MR. BRUCE: — skipped. 

EXAMINER EZEANYIM: Yeah, so that's an omission, 

right? 

MR. BRUCE: Yes. 

EXAMINER EZEANYIM: Okay, Mr. Montgomery — Do 

you have any questions for t h i s witness? 

MS. MacQUESTEN: No, but I j u s t wanted to ask, 

did we admit Number 3 yet? 

EXAMINER EZEANYIM: Yeah. 

MR. BRUCE: Yeah, I think we did. 

EXAMINER EZEANYIM: I did. 

STEVEN T. BRENNER, CCR 
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EXAMINATION 

BY EXAMINER EZEANYIM: 

Q. Mr. Montgomery, you say you are — that Mewbourne 

i s trying to s e l l the interest in this unit; i s that — 

A. That Jetta i s selling the interest in the unit. 

Q. To you guys? 

A. No, Jetta has a sale package to the general 

public, to s e l l a l l their properties in this area and a lot 

of west Texas, of which these two w i l l be included, and i t 

has just been publicized. We donjt^feel^we w i l l buy i t . 

I t ' s a large package, we w i l l not bid on i t , but others 

w i l l , and i t w i l l probably s e l l in the next few months. 

Q. Okay, along that same line, you are saying you 

discussed with them about this — where you want to d r i l l 

in that unit, and they have no problems? 

A. That's correct. Yes, we made a deal with them 

for their interest to d r i l l this i n f i l l well, and then we 

also discussed the operations issues that we're talking 

about today, and they have no problem with that either. 

Q. Okay. And as we discussed in the other one, I 

know Mr. Bruce asked you about the federal land. This i s a 

federal lease, right? 

A. That's correct. 

Q. And you made mention that you discussed with the 

BLM before — 

STEVEN T. BRENNER, CCR 
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A. That's correct, Mr. Cobb did, yes. 

Q. And then do you know what the discussions were, 

what — 

A. No, I wasn't part of that conversation on any of 

their concerns, but i t was my understanding that they were 

okay with us as the second operator. 

Q. And they didn't talk about who reports production 

from that unit. Do you know whether they discussed that? 

A. No, I was not part of that conversation. 

Q. And then you said — How did you acquire interest 

in this unit? 

A. I would be guessing, but i t ' s my recollection 

that we got a big part of our interest from Jetta, and then 

others maybe also, but i t ' s not something I'm intimately 

familiar with. 

Q. Uh-huh. 

A. I'm sure Mr. Cobb can come back up and answer any 

of those questions. 

Q. And see, I ask this question again, and maybe you 

might help me since you are — and — I don't know, i t 

seems to me that in that unit, because you are here in a 

different 160. You know, did anybody ask that question, 

because testimony about getting an NSP for that? 

I'm just asking this question because i t might 

help us. We are trying to revise this rule, and I'm asking 
i 
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this question for the general public to be able to see i f 

there i s any input you could give us here, but did you ever 
j 

think about getting an NSP into a 160? 
j 

A. I did not, I have to t e l l you, explore that. I t 

would be an interesting thing to do. I don't know about 

the ownership of the two wells and how i t would a l l work 

out, i f that would be the way to go, to get two operators. 

Q. Yeah, but Mewbourne understands that we normally 

issue administratively those NSPs? You know that we do 

that, right? 

A. Sure, yes. 

. MR. BRUCE: Mr. Examiner, again, I kind of feel 

like Mr. Carr. I think Mr. Carr and I were in a battle 

over NSPs a couple years ago, and I think i t was the 

Commission would not approve an NSP. 

And I suppose there's one issue, i s , i f you form 

an NSP, how does that affect the working interest where 

there's already different working interest in the two 

wells, you know? There might be a wellbore assignment or 

something of that nature which would complicate i f — i t 

might complicate the t i t l e issues involved, especially i f 

—'perhaps, say, down the road, i f a third well was d r i l l e d 

injthe north half, let's say that Jetta well was plugged 

and abandoned and somebody drilled a third well. Would the 

working interest be what i t i s under the north half, or 
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would i t be under, you know — would i t be the 75/25-

percent s p l i t that's in the f i r s t well, or would i t be 

what's in the second well, or issues like that? So i t 
! 

could complicate that also. 

EXAMINER EZEANYIM: Yeah — 

MR. BRUCE: That would be a case-by-case basis, 

but — 

EXAMINER EZEANYIM: Of course I know, I 

understand what you're saying. But you know, i f you submit 

an application, we have to review a l l those and see whether 

we can approve i t , because we only do administrcitive 

applications; i t ' s more time — I mean less time-consuming 

than going to hearing, and that's why I'm asking the 

question. I'm not saying necessarily what you do, but I'm 

asking, did you consider that, you know, and then submit an 

Application and we said no? You know, that's really the 

question I'm making. I t ' s not that you should do that, I'm 
i 

not saying you should do that. I'm trying to get some 

information on — 

! THE WITNESS: Well, we would be open to 

discussing that in the future, for sure, on a case-by-case 

basis. 

EXAMINER EZEANYIM: Okay. Do you have any more 

questions? 

MS. MacQUESTEN: No. 
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EXAMINER EZEANYIM: Okay, you may be excused. 

THE WITNESS: Thank you. 

EXAMINER EZEANYIM: With that, Case Number 13,330 
j 

w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded at 

9:11 a.m.) 
* * * 
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