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BEFORE:  RICHARD EZEANYIM, Technical Examiner

STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

ORIGINAL

IN THE MATTER OF THE HEARING CALLED
BY THE OIL CONSERVATION .DIVISION FOR
THE PURPOSE OF CONSIDERING: L
‘ S CASE: 14750

APPLICATION OF. MEWBOURNE OIL .COMPANY FOR A NON-STANDARD OIL

SPACING AND PRORATION UNIT AND COMPULSORY POOLING, EDDY
COUNTY NEW MEXICO. '

A EXAMINIER HEARING-
; October 27, 2011
Santa Fe, New Mexico

' ThlS matter came on for hearlng before the New

Mexico 0il Conservatlon Division, RICHARD EZEANYIM, Technlcal

Examiner, on October - 27,,2011,Aat ‘the New Mexico Energy,
Minerals and Natural Resources Department, 1220 South St
Francis, Drive, Room. 102, Santa Fe, New Mexico.

!

. : -/
7
REPORTED BY: ._Irene Delgado NM CCR 253
' ' Paul Baca Professional Court Reporters
- 500 .Fourth Street, NW, Suite 105
- Albuquerque, New.Mexico 87102
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FOR THE APPLICANT:

HOLLAND & HART

ADAM RANKIN

110 North Guadalupe, Suite 1
Santa Fe, NM 87501 '

"I NDEZX .

EXHIBITS
‘EXHIBITS 1 THROUGH 4 ADMITTED

ilEXHIBITS 5 THROUGH 9 ADMITTED

" STEVEN J. SMITH

- Direct Exam by Mr. Rahkin

' ROGER TOWNSEND

Direct Exam by Mr. Rénkinf
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_ﬁumb;r 14749, that is dismissed. Néw I Qouid_like‘to call

_ Case Number 14750. This ié the applicaﬁion“of the Mewbourmne
:‘Qii Compahy for a non-standard oil spaéiné and;proration unit
 §#& bbmpulsory podling in Eddy Cognty, New Mexiéo. Call for

.appearances.

.LRapkinion’behalf of Mewbourne 0il CQmpanyQ .This morning we

. have two witnesses.

5utwdiof them, stand up, state your name, and be sworn.

' witness, Mr. Steven Smith..

. , : Page 3
EXAMINER EZEANYIM: Remember we dismissed Case

'MR. RANKIN: Good morning, Mr. Examiner. Adam

. EXAMINER EZEANYIM: Thank you very. mucﬁ.. Any other

(No‘response.)

EXAMINER EZEANYIM: I want, for the:.record, Jim

. Bruce is not here today, couldn't be here today to enter an

~.that he is appearing on behalf‘of'OGX. Howevér, he is not

iop§05ing the application, and he just want§d tQ be on the

record that he appeared for OGX Resources. . The witnesses,

M'R. SMITH: Steven Smith. '
‘MR. TOWNSEND:_ Roger Townsend.
(Witnesses sworn.i .

EXAMINER EZEANYIM: kaay.",t Théﬁk you.”

MR. RANKIN: Mr. Examiner, we call our first

- PAUL BACA PROFESSIONAL COURT REPORTERS
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‘Mewbourne 0il Company, and I live in Midland, Texas.

adeepted?“‘

| Page 4
STEVEN.-J. SMITH .
(Sworn, testified as follows)

DIRECT EXAMINATION

BY MR. RANKIN

B R3S R

>Qg‘-'Mr. Smith, for the record, will you please state
your name;-and occupatlon, and by whom you.are employed?_

A. Steven J. Smith.. I am a senior landman with

e P

Q.  Have you previously testified before the Diviéion?
A. I have.

,Q;:>*And‘were.your credentials as a'petroleum.landman

.lA{ ~ They were.

Q;f'"Ahdlmade a matter of record?

" A Yes.

Q. ‘Are you familiar with the application filed in this

case? .

A, I ai‘m._.‘-

'pQﬁ” Are you famlllar with the status of the lands in the
subject area° - |
riA.‘i lvaﬁ.ﬂr
| .‘r MR.'RANKIN: Mr. Examiner,-I'd like te tehder:
’Sﬁlth as an expert petroleum landman. L o
EXAMINER EZEANYIM So quallfled.

Q. Mr Smlth can you please turn to-exhibit -- what's

yromss

PAUL BACA PROFESSIONAL COURT REPORTERS
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'been 1dent1f1ed as Mewbourne Exhibit Number 1 Please

Page 5 j

identify for the Examlner4—— I'm sorry, I sklpped ahead one.
Can you please identify-for the Examiner what Mewbourne seeks

in these applications?

A. We are‘seeking an order approvingvMewbourne's
proposed horizontal development plan for the west half.east-
half ofvSection 11, Township 26 South, Range 28 East, Eddy
County.: | . | |

Q. ‘.Would you please eXplain to the Examiner what the

purpose of this’ well 1s, for the target°

A, We' are -~ the’ test well be drilled as a horlzontal A
Avalon Shale test belng a member of the Bone Sprlngs
Formatlon. |

Q.i';NoW, turn to EXhibit Number 1. Mr..Smith;'can .)A/oul-':j
please;identifysfor‘the‘examiner what's'depicted in thrs
exhibit?”

A; xExhibit‘rfis,avpioture of, a copy ofda maphjSeotionl'
11-centered: Ti haﬁeloolor‘coded the east half of Seotionill"f,
primarilygto“showsthat there'are twobtractshoffownership,'the
north haifnnortheast‘being‘avfederal iease, and the'south:'
half northeast'and southeast belng a group of fee mlnerals, 2
undivided fee mlnerals | |

MRf RANKIN: And you will notice, Mr. VExaminerfithat
there areltuovpages to‘thls exhibit, the second pagexis COpyfh

of the C-102 forryour-informationwshowing the'footagesa

R PO 0
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 development plan require from. the Division?

Page 6

Q. Is that correct?
A. That's correct, showing the well surface location

penetration point and terminus are all orthodox.

Q. So there is nothing nnorthodox or non-standard about
any of the locations of this well?
A. That's correct.

Q. Mr. Smith, what=does_Mewbourne's application

A.  The creation of a‘non?standard 160-acre spacing and :

‘proratlon unit and pro;ect area covering the west half east -

half of Sectlon 11.
EXAMINER EZEANYIM 'r- Rankin, I'm trying to get to T
the éenter point from this.Ciioé.. Let's get to the well -- Itﬂi

can see it, but where is’ your entry p01nt on the Bone

_ Springs?

THE WITNESS: . Itw1ll he'ahout- 590 feet south of
the -- of the surfaoeviooationyaiong‘that drill path. .I'miy
sorry it'e notlmarhed.on_théré}‘but it's.—f}it will be within
the-project area'at-an orthodox-locationi |

EXAMINER EZEANYIM Okay I see the kind of surfaoev
areelthere, but that's flne, we are not presenting the | |
eurface. Can youw tell me the locatlon of the entry p01nt°

THE WITNESS: -I don'tyhave it calculated, sir. It

is -- but it is due south:.

EXAMINER EZEANYIM: Okay. And for what you know, it

PAUL BACA PROFESSIONAL COURT REPORTERS

caBa7c97-ac24-4146-979a-35da9f9c215f .



10
11
12
13

14 -

15

116
a7
1 18.“:”.” :
19
ZQfs
N

22

23

24 .

25 .

C-102. So will you -- I need to get it from you, you send to

' me'through e-mail and mark your entry point --

= | Page7

is standard?
THE WITNESS: It is standard
" EXAMINER EZEANYIM Okay.
THE WITNESS: All of it is, both surface,
penetration point, and terminus are standard location.

'EXAMINER EZEANYIM: Very'gcod. I will need another

THE WITNESS: We will do that.

- EXAMINER EZEANYIM: T theAsurface'lccation on that.

?I'm not requlrlng to -- because 1t's doesn't apply now.
‘Okay B So tell me where the entry p01nt because I can see

ﬂthe surface location is 901ng to be very, Very non-standard.

MR. RANKIN: The surface locatlon°f

- EXAMINER EZEANYIM:A The,surface location. I don't

know whether'—— I don't know-whetber'the,surface location is

freally very standard, yeah'>

THE WITNESS:d Yes;'it is{y‘ihere is nothing'
ncn—standard. | |

EXAMINER EZEANYIM: We are 'conce._rned..wAith the
surface_location»of the:entry point,

~THE WITNESS: Right. I will get you a corrected

. C-102 today.

EXAMINER EZEANYIM: Okay.

Q; Mr. Smith,_now you are’alsd}IOOking to pool all the

PAUL BACA PROFESSIONAL COURT REPORTERS
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Page 8

mineralﬂinterest owners. Will you explaln to the Examiner

'whichvmineral interests you are interested in pooling.

-A._-fJuét the mineral interest in the Bone Springs
Formation underlying the proposed project area.

hQ.fA:You will also be looking to designate_MewbourneFOil

Company as. the operator?

Al That is correct. That is correct. And also like

yon't05oonsider the cost of drilling androompleting the well,

,‘and_to”allocate‘the cost among the working interest owners,

andhtofauthorize-us to recover the drillingICOSts,purénant to

: theLCOPAS=accounting procedures, and Werwould also seek to
'have a . 200 percent charge for the risk 1nvolved in drllllng

4and completlng the well in the event the worklng 1nterest do

not'part1c1pate.

Q.. -Mr. Smith, can you please turn to what's been marked

‘as Mewbourne Exhibit Number 2?

thééiO;&ee; sir.

‘;Q;;L Is this a sample letter of the notlce letters that
Mewbourne Oll Company sent to 1nterest owners°" | |

;A;kv‘It is. It is representatlve of the letter that went
out to all potentlal part1c1pants | »

]Q.. What was included in that letter packet'>

,AIH'AWhat was included was an AFE with well coet'

}Hestimates; along with a JOA proposing the-working interest

PAUL BACA PROFESSIONAL COURT REPORTERS
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Q. Looklng at the AFE, Mr. Smith, on the last page of i

"~ that eXhlblt are these costs that are identified in 11ne_-

with -- with what Mewbourne has incurred . to drlll s1m11ar

horizontal wells in the Avalon Shale and Bone'Spring? '

VA,' Yes, sir, they are.
Q. How many wells have Mewbourne drilled in the*Avalon
Shale?" -

A Wehave drilled five total Avalon Shale wells, and
perhaps‘25itovéo Bone‘épring horizontal wells,'sO'a total'of
30 plustwelis.inAthe Bone:Spring horizontal.

:Q.VT And have yon estlmated the overhead and costs whlle
drllllngvthls well and also the cost of produc1ng° T

. A. Yes, we have .estimated it at 7 500 drllllng and 750
producrng.w

' Qi- Do yon recommend that these flgures be 1ncorporated
1ntovany order that results from here°: | |

.Aﬂ" We do |

| ‘f EXAMINER EZEANYIM: Can you give me .- can yonhgdvel
the overhead9 l‘ | | | o |

THE WITNESS Yes, I can. 7,500 for drilling,” and

750 for prodncing wells.

Qﬁn"YOuzrecommend these be incorporated in the order? -
A. I do.
fQ.d'*Does'Mewbourne'request that these overhead S

administrative_costs be adjusted in accordance with‘COPAS ’

- PAUL BACA PROFESSIONAL COURT REPORTERS
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that are depicted'on.;he.piat“previously provided. It shows. .

Page 10

accounting procedures? -
A. I do. :, : : g
Q. Does Mewbourne reduest a 200 percent risk penalty if

any ofrthe.working interest does‘not voluntarily pool?

A. Yes, we do. N

0. Mr. Smitn, piease turn to Exhibit Number 3. What
does Exhibit Number 3 depict?’"

A.. It is a~breakdown of the ownership of the two tracts

that:Tract 1, being thefsurfaeedlbcation of -- of the
propesed well is a federal-lease; and that the remainder'of_
the project area beingdtne seuthwest northeast and west4na1f_.J;v
southeast is a fee tracttwitn multiple fee owners and -
multiple leaserowners;f;d“l o

Q. - These are ali theilease.—— the interest owners thatjiA
you've noticed. Is that correct? |

Al That's correct.

Q. And were YOnuableutO'locate all interest owners°;
A. We were able to mall out and receive green cards

back from all partlclpants

:Q. Now, have you undertaken good faith efforts to'
negotlate with- these 1nterest owners°

A, We,have-had:extensivemdiscussions,with ali parties
with the exceptiqn‘eftCatherine'Ann‘Foley, the last persen onﬁ;%"

the list, and we do’eXpectnto reach voluntary agreement with

. N S E U AN S s

PAUL BACA PROFESSIONAL COURT REPORTERS
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unit. Now, did you identify.and_provide notice to all

interest owners in the 40-aofe'offsets?al

counsel provided us --

- : : _ Page 11
all parties. Ms. Catherlne Ann Foley, belng the last party,

has not responded to our wrltten proposals, and our efforts
to contaet her by phone have notﬁbeen‘successful.
Q. | So have any interest'ownersvobjected to or opposed?
A:' ‘None. No one has objeotéd,=and no one has -- the

indications are, from all parties, we are going to arrive at

~ an agreement with everyone”eXCept for Ms. Foley, and I

Awould_e—ias soon as we do, we ll send the Division notice of
'that -- of that agreement andidismiss all’the parties that
have.

Q. Okay. Mr. Smith, just'looking back at Exhibit
Number 1, there are a number of offsettlng 1nterests --
:A;j"Correct

‘ Q.‘ L= adjacent'to the'proposed non-standard spacing

‘A. - I have provided'counselfwith:the identities, and

Q.' Is that what'is'identified as.Exhibit'NumberA4,'is .
that.your attorney's affidavit'—— o |

"A. »-Yes, it‘is Thank you

Q; -- that we had notlced all the offsettlng interests
of the applloatlon? o

A; Yes, sir. That is the affidavit and noticeﬁ.

MR. RANKIN:A"Mr,_EXaminer} if you turn to Exhibit

PAUL BACA PROFESSIONAL COURT REPORTERS
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. Number 4, on subsequent pages you will see that the letters

.the application, along with the green cards.

' is there an affidavit of publieation from the Artesia Daily

conservation, prevention of waste and the'protection.of

eerrelative rights?

Page 12 |

that we provided to both offsetting and interest owners of

. EXAMINER EZEANYIM: .Okay.

Q. Also included in that Exhibit Number 4, Mr;‘Smith,

Pfess?

;Af“ There is.

Q.jf And that indicates that notice of thlS hearing was
epubllshed° | |

'A;{; That's correct.

' EXAMINER EZEANYIM::,De_you haveeeny unlocatable

interest owner?

4THE"WITNESS:' None other than Ms. Foley whé»has’just

-been nonre SpOHS ive.

'EXAMINER EZEANYIM: You decided to put it in the
newspaper?
- THE WITNESS: Correct.

Q.. 'Mr. Smlth, in your oplnlon, w111 the grantlng of

Mewbourhe‘slapplicatlon be in the best-lnterest'ofe'

'A. - I do.

JQ} :‘DQ you have ahy Ieases‘thet will seon be expiring

PAUL BACA PROFESSIONAL COURT REPORTERS
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B S  Page13
. A. Yes, we do. I would again point Mr. Examiner -to. = -
Tract lhheihé,the north half northeast of Section 11. That

is a federal lease that we are taking out a farm-out. froh
Chesapeako, and it has an explratlon date of December 1.of

this year, and we really klnd of sped thlS appllcatlon up

to -- in an<effort to get a well drilled and save that lease,

-so.we_wQuidfask for an expedited order, if,possible.

.Q.A;fOkay.' Mr. Smith, were Mewbourne's Exhibita‘ih
through 41§repared.by-y0u or compiled under ?oqr ditectiohj
and sﬁpéh?iaion?mi |

A;{' Theylwere.

C "M'R:': 'RANKIN:' Mr. Examiher, I move»‘to’ admit Exhibi:ts
1 through 4 o |
'EXAMINER BZEANYIM: Exhibits 1 through 4 w1ll be
admltted | |
(EXhlbltS 1 through 4 admitted.)
i'MR{:RANKIN: Mr. Examiner, I woula like.toxcail my O
nextiwithaég;f - | R o

""EXAMINER EZEANYIM: I have some questions: You are

‘901ng to glve me the Cc-102?

THE WITNESS I w1ll ves, and I will try to get-it
e- malled to you today
"EXAMINER EZEANYIM: Okay. Your next witness is

going to be an engineer? -

“MR. RANKIN: Geologist.

PAUL BACA PROFESSIONAL COURT REPORTERS
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Springs?

the Bone Sprlng in that prOJect area?

,‘weren't sure that we could get an :APD approved from the BLM

so that operatiOns»conductedron the federal lease would save

S . - ~ Page 14
EXAMINER EZEANYIM: Okay. Maybe -- okay. That's

the wrong person when -I asked the other person. Did you, in

those 160 areas, are there any wells producing from the'Bone‘j_E

THE‘WITNESS: There are no producing Bone Sprlng
wells within the proposed project area.
EXAMINER EZEANYIM: There's a way it can be within

the target area, but producing from the target zone, that's

no problem, but I'm conoerned-about the Bone Spring,twhich,is-z
your target, .rlght°
_THE WITNESS: Yes, it is.

EXAMINER EZEANYIM There is no well produc1ng from

THE WITNESS: 'That's.correct.

:EXAMINEE'EZEANYIM: “Why .do you withdraw the.é-'your{

other application? You don't want to drill in the east half?-

THE WITNESS We w1thdrew the east half. Agaln, it
goes back to the trade or the farm out we secured from ook

Chesapeake It.came'to us w1th very short notice. . We.

in a timely fashlon : They had an APD pending for that east
half eastfhalf.*”It~was not our desired well. We quickly
permitted a-well in'the”west half east half mainly to make .-

sure that we oould-get a well physically on the'federal lease

O S S S g

T

SRR
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-agreement.

- over.

-your name and.yoﬁr_occupation andfby'whom you are.émployed?

- testified before the Divisibn?

Page 15

1t from expiring without the neces31ty of a unitization

EXAMINER EZEANYIM: - So yoﬁ are going to drill the
other well sometime?

THE WITNESS: At some point in time. We have an

approved -- we did receive an éppro#ed APD from the BLM for
the Number 2 H, and that béing our<preferred location, that's
the well we are going to’drill:how,-and'at some point if we

decide to drill the.offset,AWe will're-propose it ‘and start

EXAMINER EZEANYIij‘Vefy‘good. bNothing further.
MR. RANKIN: 'Thénk”yoﬁ;'Mr7 ExaminerJ Now I call myf
next witness. | EEE
ROGER _TéWNSEND |
(Sworn, tés’tifie’d: ‘as féllo_ws )

DIRECT EXAMINATION

BY MR. RANKIN:

Q. Mr. Townsend; for the recofd, can you please state

- A. Yes. My name iS»Roger.TanSend.v I'm a petroleum
geologist and I work for MeWbourne in our Midland office in
Tekas.

Q. Thank'ydﬁf_Mf._Tanéénd.* Have you previously

A. I have not. .

g

PAUL BACA PROFESSIONAL COURT REPORTERS
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. L Page 16 |
Q. Mr. Townsend, looking at Exhibit Number 5, does this |

represent your summary of your education and work experience?

A. ~Yes, it does.

0. Can you please briefly run through your education

and work experience for Mr. Examiner?

A. Yes, sir. I got my bachelor. of science degree in

. geology from the University of Southern'Mississippi in 1983,

and then a master's degree in geology in 1986 from Northeast

Louisiana University.

I started my career as a'petroleum geologist in the

fPermian Baein, worked withvseveral}different companies there,
“TXO, Sage;’Matador Petroleum. VWorkedfthere from 1985 to_l995
.dand then moved and worked with Spooner Petroleum 1n_
pM1851ss1pp1 on the Mississippi Salt Ba81n from 1995 to 2001
';as a: petroleum geologlst and part of the time as a
o,consultant, and then moved back to Mldland and worked the

‘Permian. Basin agaln starting in 2001 tO'the present.

I am also affiliated with.varions‘geological

aSsooiations I have my Texas Geologlcal Professional

license. I have been a member of AAPG -since 1983 and I am

currently a member of the West,Texas Geologlcal Society.

Q; You have about ten years:of‘experience in Southeast

New Mexico, is that correct?

A. - Yes.

Q. Mr. Townsend, are you familiar with the application

A S SO A M S

PAUL BACA PROFESSIONAL COURT REPORTERS
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- line between Eddy and Lea Countles, ‘New Mex1co Sojwe are in
'the'verY'southern_part of Eddy County,-and the‘blue horseshoe

-‘shaped‘iine is what I have identified as the approximate

-~ B - Page 17
~ filed in this case?
A. . Yes.
Q. AHave.you conducted a study of the lands that are:the

subject of:this application?
A. fiYes;
_ MR. RANKIN: Mr. Examiner, I would:iike”to tender:‘
Mr. Townsend as an expert geologist. -
EXAMINER EZEANYIM: He is so qualified. |
MR. RANKIN: Thank you. |
Q;:h;MrTLTownsend/ if you please tu?n'to'éxhihit Number

6. Can you please orient the Examiner,  tell him what the map

‘depiets?i'-

A. . Yes, sir. Exhibit Number 6 is a production - index.
map}'andfit«oovers'Southeast New Mexico,and_partsnof West
Texas . Viou will note that there is a dark blaok line going:

aCross_the middle of it. That's theATexas—New Mexico state

line, and 'you will notice right above.that line there is a
- shaded box, ‘and that box represents the*afea;that'we-are.‘

.,discuSSing>for‘this project area. .YouVWill;alsofnotice that

thereiie a purple dashed line depicting the DelawarelBaein)

1ndlcat1ng that this area is in the Delaware Ba51n, and'also

kind of a north south reddlsh orange 11ne that 1s a county

PAUL BACA PROFESSIONAL COURT REPORTERS
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24 Spring'FormatiOniand has logs available where I'oouldlpiCR N

Page 18 |-

1 limits of the Avalon-Shale potential area.

2 _ And then‘also the blotching of colorings on there
3 are various'productive intervals. The vyellow depicts Permianl
4 production.i The blue depicts Pennsylvanian produotion_andh'”
5 then the red and.éreen-represents deeper zones being ‘1_;l ?
6 Silurian, beuonlan; |
7 . Q. Mr(ifownsend, turning now to Exhibit Number 7,"cé£‘:-
8 you explainufor"the'ﬁxaminer what'this map depiots?' |
9 A. Yes;lSir. On Exhibit 7 this is a structural COntour7

10 map.- It's on'a 1l -to 2000 scale, so that one inch equalsl2000,

12 around Sectionﬁll'i‘Aleo you Will notice there is a legend;on
13 the bottom left SO that the wells that have dlamonds around
14 them, the red dlamonds are wells that penetrate the Bone

15 Spring Formatlon ' And then there is a color codlng of

17 Permian producers,umostly Delaware,‘and then-the green‘welle
18 are actuallyvsneeified'as Delaware producere' ‘The light blue
19 wells are wells that produce from the Bone Spring Formatlon,l
20 and the purple wells are wells from the Pennsylvanlan

21 formation. - |

22 : ihnd eo'from.that you will see that I)ve;only_éotf

23 - four wells within.this:mapped area that penetrate the Bone

25 the top of the Bone.Spring Formation, and those wells have

RIS

PAUL BACA PROFESSIONAL COURT REPORTERS .

caBa7c¢87-ac24-4146-979a-35da9f9c215f




10
11
12
13
| 14

15

16
17

18

18-

20

21

22

23

24

25

the numbers above them. Those are Sub o elevatlon values.

Page 19

And then using those wells I was able to draw a
contour map on a contour interval of 100 feet, and it

indicates that the etructure in this area is very simple,

dipping to the east, being, you know, about 3200 feet Sub C

on the west side and about 3400 feet on the east side. I did. |

not identify anything as far as faults or closed structures-

or pinch-outs in this area.

Q. So justito'reiterate that the structure across the |

section is you expect»to‘be'fairly predictable and consistent

throughout?
A. Yes, sir.’
Q. Mr. Townsend, can you expiain'what is depicted in H =

- to H Prime on.thisnmap?,

A. Yes, éir?vﬁﬁ.tb,H Pfime_is a cross-section that I
constructed-to get a.-f‘a log'representation of the
formations, the aohesawithin the Bohe Spring that we are
targeting. And thattWohid;feally moveous into the next
exhibit if we are ready to go there

Q. Yeah, I th1nk S0. Just to point out, the reason why |

you didn't'select_those two’ﬁelleeithhe‘Section Number 2 and
Section Number'l'ie becaﬁee)“as’YOu mentioned before, YOo~
dldn’t have data from those wells to deplct the Avalon. visf
that correct° | - | o

A. Thattis correct;:»And'also the well in Section 3, it
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"~ only penetrates the top of the Bone Sprlng Formation so I

.could get a structural data p01nt,_but it did not drill into

the Avalon interval, so I'm not ahlelto get'anv Avalon data
from it. |

Q. Turn then to Exhibit Number 8, which is the cross-
section map.

A. - On EXhlblt Number 8, thiS‘is a cross-section of

1 those three wells. These are all’ of the wells on the map

~ that have loge that are available,that‘penetrate this Avalon
'Shale interval._ And‘the-firstlthinglto'note is down at the

;;bottom there is an.index man-there to‘eee aéain where this

cross-section of the three Wellslit is using.:

On this oross—section, 1t's on a two -and-a-half 1nch

. two-and-a-half inches on the cross- sectlon It's hung

stratlgraphlcally on" the top of the Bone Sprlng Formation,
which is, at the top of the cross- sectlon, that blue line
running horizontal'ac;oss therel_- |

And then if youjlook'from there all the way to the
bottom.of the crosS—section‘there*lslan orange‘line, which is
thelFirst Bone Spring'Sand.”»Ana”the'lntetval between the top

of the Bone Sprlng Formation and top of the Flrst Bone Spring

Sand is what we have 1dent1f1ed as the Avalon Interval Gross

Interval.

And then within.that7GroeS Interval, you will see
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have 1dent1f1ed as the top of the mlddle Avalon Shale marker.
.And the_brown'line is what I have identified as the lower
<:aréa,'there is more separation between‘the;two, but for these

'.of.keep us in track with what zones correlate across there.

'ﬂ'You.will also see -that I have'shaded.in'red.what I view as or
1about when I get to the 1sopach map, -but, that is a 10 percent
‘ poros1ty cutoff line using the den81ty poros1ty And you

‘w1ll see that the reason I have done that 1s that all of that °

;potentlal productlon

closest well to it.

Page 21 }

that I have two lines g01ng across. The red 11ne is what I

Avalon Shale marker.

In other areas as you move away from this specific

purposes, the brown line is just a correlation marker to kind

whatfs'actually'Calculated for isopach QalueS'that We'll talk

in" red 1s what I would identify- as hav1ng Avalon Shale

'{Q.r, M‘ :Townsend can you explaln for the Examlner what
is" deplcted in the vellow boxes on each of these --
CAL »Yes, sir. And if you -- if you<look at those yellow

boxes and also at the index map, you will see that for

example, the flrst ‘well on the cross- sectlon, that location,

10 G there is. an Avalon Shale producer south of it in the

south half of the south half of Sectlon 10 and the box

represents approx1mate1y where that horlzontal well drllled

.lltS hor;zontal'for the Avalon that would correlate to this
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‘Page 22 |
And then I have done the same thlng at 2 .G where the.

well in the south half of the south half of Sectlon 2, their
TVD is at_about 6850 feet, and it's marked with that green o
arrow. That's approximately where it would correlate to be
in this well in Section 2.

v.'vAndvthenhthe last well.in the cross—section i2—A'is
in closenproximitv to the horizontal well in the southAhalf

of the south half of Section 1 where that well went

'horlzontal wlth a_TVD at about 7005 feet. All thlS does is’

to help us»reoognrze where other operators have targeted >'
their horizontal*Wells'in this area. | |

'Q}h ' Townsend by using this map,‘you are able to
create. an 1sonachv Is that correct?

- A. :Ye Yes, sir What I have done is 81mply wrthln
this 1nterval from the middle Avalon Shale marker to the top
of the.First'BonevSpring Sand, I have summed up_all of the _
density oorositYEthat is'greater than~10 peroent and used‘

those values to put on. the map that would be the next

Q;: Yup, sounds good.
‘A, Okay
-~ Q. Mr; Townsend explaln for us and the Examlner what

it is that you deplcted on Exhlblt 9.
A. “ Yes,-s1r. 'EXhlblt 9, as far as all of the other -

color codes and things, it's the same as the structure map,
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drawn contours, mapping'the thickness of that. isopach value :

"there, it seemsvto\be very continuous, ‘as well as from a zone . |

- get what YOu are sayihg.' So based on . this ahalysis,-that's

S : Page 23 a
which was Exhibit. 7. And what I have done here is I have

for the threelwells where I have a penetration through the

entire interval of the Avalon Shale. And in doing that, what

I'm seeing is that my thinnest well is about 383 feet, and myf
thickest well is about 426 feet, and I see no reason to 4;hto

change those.thrcknesses'across our project area to any great.

~across the area. -

degree. It seems to.be very straightforward and consistent ~7:§;>
Q. So based oh'your ahalYSis and data you collected, g

- what are your conclu31ons for the proposed area?

“A. At the proposed area[ from a.structural standpoint~.“s

thickness standpoint,.ituseems to also be very continuous_: 'g

across'this“area.
Q. So based'onnyour analysis, is it your opinion thatv” |

each of the quarter quarter sections in the proposed prOJect -

area w1ll contrlbute productlon to the well to the proposed

well?
A.  Yes.
Q. Is it‘possible, in your'opinion, to apportion

production on a Straightvacreage basis?
A. That's correct.

EXAMINER EZEANYIM: Okay. Before you go, I think T
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why you want to go north south?

Page 24 :

THE WITNESS: Yes, sir. -
EXAMINER EZEANYIM: Yeah, becausé that's -- that is
what you are trying to show me here; thet, you know, is one

of the questions I'm going to ask you, but if I look at your,

you know, contour and everything; that's what you are trying

'to'show that the orientation is to_go north south. That's

what YOu are recommendingp.right?

THE WITNESS: We-are recommending,go north south,

_yes, sir.

EXAMINER EZEANYIM: Why are you hesitating?
THE WITNESS: I'm Sorry?’

EXAMINERtEZEANYIM&AfYou are'hesitating'to answer the’

.question.

THE WITNESS: -Beceuse;I wasn't sure if you wanted me

to go into any more.explanationu

EXAMINER EZEANYIM I understand what you said. I

-just wanted to confront it

Q. Mr. Townsend ‘one last question. In your opinion,

-w1ll granting Mewbourne's application of this horizontal well
%-prOJect area be in the best interest of conservation,

. prevention of waste,-protectionnof‘correlative rights?

A. Yes, sir.
MR. RANKIN:‘ Mr. Examiner, I pass the witness to

you.
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EXAMINER EZEANYIM:- Thank-YOu. Are you going to
admit these exhibits? -

MR. RANKIN: - Yes, please. Mr. Examiher,'I move to

" admit Exhibits 5 through 9.

EXAMINER EZEANYIM: Exhibits 5 through 9 will be

admitted.

(Exhibits 5 through 9 admitted:)

EXAMINER EZEANYIM: Okay. . You may have answered

Oseme“of the questions I have here. This well is being

MR RANKIN ”Yes.
. EXAMINER EZEANYIM: Have youfgotten an APD for that?

~MR. RANKIN: Yes. I belleve Mr Smlth testified

{that we . have gotten an approved APD for the 2 H Well

'EXAMINER EZEANYIM: You dld,"I.forgot;~1s that a

.'federal well, or --

MR. SMITHin It's a fed com.

EXAMINER EZEANYIM ' It's a.fed.com; okay. But you

-1ggot an APD’

" MR. RANKIN: . Yeah.
'EXAMINER EZEANYIM: Any API number'>
MR. SMITH: Not yet.

EXAMINER EZEANYIM: No problem. If I can get it, if

"fﬁot,ewe’will get it, and then I‘will-getfit>from our

database. Okay. Good. Did we gofthroﬁgh~the AFE?
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o S : S ) , Page 26 ,
1 .~ MR. RANKIN: Yeah, we did. U |
2 . : ‘.';EXAMiNER EZEANYIM: Okay. Now, yQu'didn't‘IOcate
3 every inﬁerest owner? |
s ,MR. RANKIN: We got all gfeen cards back.
5 ."_.‘ Co EXAMiNER.EZEANYIM: You did. Aﬁd so then we don't

6 need to_do any -- we have done the escrows because you got

e oo

7‘.1evérybodY?

é _ | :  ,‘MR; RANKIN: That's correétﬂ

9 u':‘_ll;57EXAMINER.EZEANYIM:' So you,saidiypﬁ'ré lease is
10 '.éxpirihézDécember 1. You wanted to héve7YOﬁf'order'Eefore

11  then, r1ght°'

12"; o i MR . EANKIN That's correct,.ah'éxééditedVQrdef; ;
13 ;»  ':1EXAMINER EZEANYIM: Okay. -Yéu bé ﬁéykbe.éxéused; f
14 i ‘:HE'ETHE_WITNESS: Thank yéu, sir. . 4 g
15 | . ' ?,MR. RANkiN: 'Mr. Examiner, we'réégtf;: A ?
16  EXAMINER EZEANYIM: At this point Case Number 14750

17 wili,be tak¢n'under advisement .
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' REPORTER'S CERTIFICATE :

I, IRENE-DELGADO, New Mexico CCR 253, DO HEREBY :

CERTIFY THAT ON October 27, 2011, proceedings in the

above-captioned case were taken before me and that I did

report in stenographlc shorthand the proceedlngs set. forth

herein, and the’forego;ng pages are a true and correct

transcription'to the;best of my ability.

I FURTHER CERTIFY that I am neither employed by.hor

related tb‘nor contracted'With any of the parties or

2011.

‘attorneys in this.case ‘and that I have no interest whatsoever

‘in the final'dispositioh of this case in any court.

WITNESS MY HAND this ‘day of November

dw MGAJB

Irene Delgado, CCR)253
Explres 12-31-2011
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