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1 EXAMINER JONES: Let's c a l l Case 14899, 

2 a p p l i c a t i o n of Mewbourne O i l Company f o r approval of a 

3 nonstandard o i l spacing and p r o r a t i o n u n i t , Eddy County, 
4 New Mexico. 

5 C a l l f o r appearances. 

6 MR. BRUCE: Mr. Examiner, Jim Bruce, of 

7 Santa Fe, representing the a p p l i c a n t . I have two 

8 witnesses, Mr. M i t c h e l l and Mr. Cless again, so I' d l i k e 

9 the record t o r e f l e c t t h a t they've been p r e v i o u s l y sworn 

10 and q u a l i f i e d . 

11 EXAMINER JONES: Any other appearances? 

12 Let the record r e f l e c t t h a t Mr. M i t c h e l l and 

13 Mr. Cless have already been sworn. 

14 COREY MITCHELL 

15 Having been p r e v i o u s l y duly sworn, t e s t i f i e d as f o l l o w s : 

16 DIRECT EXAMINATION 

17 BY MR. BRUCE: 

18 Q. Please s t a t e your f u l l name f o r the record. 

19 A. Corey M i t c h e l l . 

2 0 Q. Are you f a m i l i a r w i t h the land matters 

21 i n v o l v e d i n t h i s case? 

22 A. Yes, s i r . 

23 Q. Mr. M i t c h e l l , could you i d e n t i f y E x h i b i t 1 and 

24 describe what Mewbourne seeks i n t h i s case? 

25 A. E x h i b i t 1 i s a Midland Map Company land p l a t 
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1 which shows Section 30, Township 18 South, Range 3 0 East, 

2 w i t h our subject w e l l h i g h l i g h t e d on the p l a t . 

3 We are seeking a 160-acre nonstandard o i l 

4 spacing u n i t , spacing and p r o r a t i o n u n i t , and also 

5 p o o l i n g the Bone Spring Formation. 

6 Q. And what i s the name of the proposed well? 

7 A. I t i s the Bradley 3 0 Fed Com Number 3H. 

8 Q. And could you i d e n t i f y E x h i b i t 2 and discuss 

9 the working i n t e r e s t ownership, please? 

10 A. E x h i b i t 2 i s our t r a c t ownership. This 

11 p a r t i c u l a r w e l l has over 50-plus pa r t n e r s , so I've k i n d 

12 of lumped a l l those i n t o Chesapeake, et a l . And then the 

13 remaining p a r t i e s t h a t are marked w i t h an a s t e r i s k i s who 

14 we are seeking t o pool. 

15 Q. What i s the t o t a l percentage of people you are 

16 seeking t o pool? 

17 A. I t i s 4.87 percent. 

18 Q. Could you i d e n t i f y E x h i b i t 3 and discuss 

19 b r i e f l y your e f f o r t s t o o b t a i n the v o l u n t a r y j o i n d e r of 

20 these p a r t i e s ? 

21 A. E x h i b i t 3 i s our summary of communications, as 

22 w e l l as the r e l a t i v e correspondence w i t h these p a r t i e s . 

23 Q. What steps d i d you take t o locate -- you 

24 i n d i c a t e d how many working i n t e r e s t owners i n t h i s well? 

25 A. There's over 50. 
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1 Q. What steps d i d you take t o loca t e the i n t e r e s t 

2 owners i n t h i s well? 

3 A. Most of the p a r t i e s we are seeking t o pool, 

4 we've a c t u a l l y contacted. And I t h i n k there's two t h a t 

5 we are unable t o l o c a t e an address f o r . We've done 

6 I n t e r n e t searches, looked through the county and also 

7 t a l k e d t o the other p a r t i e s t h a t own an i n t e r e s t i n t h i s 

8 p a r t i c u l a r w e l l . 

9 I would also l i k e t o note t h a t we d r i l l e d two 

10 p r i o r w e l l s where we've pooled these same p a r t i e s . 

11 Q. So aside from t h i s w e l l , you had been i n touch 

12 w i t h these p a r t i e s p r i o r t o J u l y of 2012 regarding 

13 a c q u i r i n g t h e i r i n t e r e s t s or g e t t i n g them t o j o i n i n the 

14 well? 

15 A. Yes, s i r . 

16 Q. I n your o p i n i o n , has Mewbourne made a 

17 g o o d - f a i t h e f f o r t t o o b t a i n the v o l u n t a r y j o i n d e r of the 

18 i n t e r e s t owners of t h i s well? 

19 A. Yes, s i r . 

20 Q. Could you i d e n t i f y E x h i b i t 4 and discuss the 

21 cost of the proposed well? 

22 A. E x h i b i t 4 i s our AFE, which sets out our 

23 estimated costs f o r t h i s w e l l . We have a dry hole cost 

24 of $2,305,100, and a completed w e l l cost of $5,116,100. 

25 Q. Are these costs i n l i n e w i t h the cost of other 
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1 w e l l s d r i l l e d t o t h i s depth i n t h i s area of Eddy County? 

2 A. Yes, s i r . 

3 Q. Do you request t h a t Mewbourne be appointed 

4 operator of the well? 

5 A. Yes, s i r . 

6 Q. What recommendation do you have f o r overhead 

7 rates? 

8 A. For t h i s p a r t i c u l a r w e l l , we are requesting 

9 7,000 a month f o r d r i l l i n g and 700 a month f o r producing. 

10 Q. Are these amounts equivalent t o those normally 

11 charged by Mewbourne and other operators i n t h i s area of 

12 New Mexico f o r w e l l s of t h i s depth? 

13 A. Yes, s i r . 

14 Q. And do you request t h a t the rates be adjusted 

15 p e r i o d i c a l l y as provided by the COPAS accounting 

16 procedure?-

17 A. Yes, s i r . 

18 Q. And Mr. M i t c h e l l , were the l o c a t a b l e p a r t i e s 

19 you're p o o l i n g n o t i f i e d of t h i s hearing? 

20 A. Yes, s i r . 

21 Q. I s t h a t r e f l e c t e d i n my a f f i d a v i t marked 

22 E x h i b i t 5? 

23 A. Yes, s i r , i t i s . 
24 MR. BRUCE: Mr. Examiner, E x h i b i t 6 i s 

25 simply the a f f i d a v i t of p u b l i c a t i o n from the Carlsbad 
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1 paper regarding the two unlocatable i n t e r e s t owners. 

2 Q. (By Mr. Bruce) What i s E x h i b i t 7, 

3 Mr. M i t c h e l l ? 

4 A. E x h i b i t 7 i s our o f f s e t owners. 

5 Q. And were they given n o t i c e of t h i s hearing? 

6 A. Yes, s i r . 

7 Q. I s t h a t r e f l e c t e d i n E x h i b i t 8? 

8 A. Yes, s i r , i t i s . 

9 Q. I n your o p i n i o n , i s the g r a n t i n g of t h i s 

10 a p p l i c a t i o n i n the i n t e r e s t of conservation and the 

11 prevention of waste? 

12 A. Yes, s i r . 

13 Q. Were E x h i b i t s 1 through 8 prepared by you or 

14 compiled from company business records? j 

15 A. Yes, s i r . 

16 MR. BRUCE: Mr. Examiner, I move the 

17 admission of Mewbourne E x h i b i t s 1 through 8. 

18 EXAMINER JONES: E x h i b i t s 1 through 8 w i l l | 

19 be admitted. j 

20 ( E x h i b i t s 1 through 8 were admitted.) ! 

21 MR. BRUCE: No f u r t h e r questions of the | 

22 witness. 

23 EXAMINER JONES: I don't have any | 

24 questions. 

25 EXAMINER BROOKS: Let me confess I wasn't 1 
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1 paying r e a l close a t t e n t i o n . 

2 EXAMINATION 

3 BY EXAMINER BROOKS: 

4 Q. Did you comment on the e f f o r t s t h a t you've 

5 made t o lo c a t e the unlocated i n t e r e s t s ? 

6 A. Yes, s i r . The unlocatables, we d i d I n t e r n e t 

7 searches, county searches. We even went through our 

8 i n t e r n a l records and also i n q u i r e d w i t h the other owners 

9 i n the pro p e r t y . 

10 EXAMINER BROOKS: Okay. Thank you. 

11 That's a l l I have. 

12 EXAMINER JONES: And you published i t i n 

13 the paper? 

14 MR. BRUCE: Yes. 

15 EXAMINER BROOKS: Jim always puts the 

16 names on the p u b l i c a t i o n , so I don't even check t o make 

17 sure anymore. 

18 MR. BRUCE: I learned e a r l y . 

19 NATE CLESS 

20 Having been p r e v i o u s l y duly sworn, t e s t i f i e d as f o l l o w s : 

21 DIRECT EXAMINATION 

22 BY MR. BRUCE: 

23 Q. Would you please s t a t e your name f o r the 

24 record? 

25 A. Nate Cless. j 
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1 Q. Are you f a m i l i a r w i t h the geology involved i n 

2 t h i s a p p l i c a t i o n ? 

3 A. I am. 

4 Q. Mr. Cless, could you i d e n t i f y E x h i b i t 9 f o r 

5 the Examiner? 

6 A. E x h i b i t 9 i s a s t r u c t u r e map on the base of 

7 the Second Bone Spring Sand. I've h i g h l i g h t e d a l l the 

8 Bone Spring producers i n t h i s n i n e - s e c t i o n area. 

9 The yellow c i r c l e s represent w e l l s t h a t 

10 produce out of Second Bone Spring Sand, and the orange 

11 represent w e l l s t h a t produce out of the F i r s t Bone Spring 

12 Sand. 

13 I n t h i s area, as f a r as s t r u c t u r e i s 

14 concerned, i t dips from the northwest t o the southeast. 

15 We d r i l l e d two h o r i z o n t a l w e l l s i n the south h a l f of 

16 Section 30. We're c u r r e n t l y proposing t o d r i l l a w e l l i n 

17 the south h a l f / n o r t h h a l f of Section 30, so t h i s w e l l 

18 w i l l be updip of our two e x i s t i n g h o r i z o n t a l w e l l s . 

19 We also w i l l have v e r t i c a l production updip of 

20 us i n the n o r t h h a l f of Section 30, as w e l l i n the south 

21 h a l f / s o u t h h a l f of Section 19. So we bel i e v e t h i s 

22 p a r t i c u l a r i n t e r v a l w i l l be productive. 

23 Q. And these w e l l s t h a t are i d e n t i f i e d on t h i s 

24 p l a t , are these some of the w e l l s you mentioned i n the 

25 p r i o r pooling- case? 
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1 A. Yes. The p r i o r p o o l i n g case i s j u s t o f f t h i s 

2 map i n Section 34, so j u s t t o the southeast of here. 

3 Q. What i s E x h i b i t 10? 

4 A. E x h i b i t 10 i s a gross isopach map of the 

5 Second Bone Spring Lower Sand. I ' l l p o i n t out t h a t 

6 p a r t i c u l a r i n t e r v a l on our next e x h i b i t . 

7 Below each w e l l I've marked i n a maroon c o l o r 

8 the gross thickness of t h a t p a r t i c u l a r w e l l . So you can 

9 see we have two w e l l s i n the south h a l f / n o r t h h a l f of 

10 Section 30, and t h e i r gross thickness i s 110 and 112 

11 f e e t . And j u s t t o the n o r t h of us, i n the n o r t h 

12 h a l f / n o r t h h a l f of Section 30, the gross thickness i s 

13 about 106 t o 110 f e e t , so p r e t t y consistent thickness 

14 across here. 

15 I've also marked the l o c a t i o n of our next 

16 e x h i b i t , which i s a cross-section, A t o A prime. And 

17 i t ' s a t h r e e - w e l l c r o s s - s e c t i o n going through t h i s 

18 p a r t i c u l a r area. 

19 Q. Let's move on t o t h a t cross-section. 

20 A. This i s E x h i b i t 11. And again, i t ' s a 

21 t h r e e - w e l l cross-section going from the w e l l i n 30-D t o 

22 the w e l l i n 30-G and 30-H. I t ' s what we're c l a s s i f y i n g 

23 as the Lower Second Bone Spring Sand, b a s i c a l l y what we 

24 c a l l the Second Bone Spring A, B and C Sand, so t h a t 

25 whole p a r t i c u l a r i n t e r v a l . 
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1 You can see t h a t the gross thickness across 

2 a l l three of those w e l l s i s c o n s i s t e n t , as w e l l as the 

3 thickness of each of those p a r t i c u l a r sands, the A, B and 

4 C sands. They have co n s i s t e n t thickness through there, 

5 as w e l l as the p o r o s i t i e s . The p o r o s i t i e s range from 

6 about 12 percent average across t h a t i n t e r v a l . 

7 For t h i s p a r t i c u l a r w e l l , we're going t o be 

8 p l a c i n g our l a t e r a l i n the B Sand i n t e r v a l . The w e l l s i n 

9 the south h a l f of Section 30, we placed i n the C Sand. 

10 But i n other areas, we've had b e t t e r success p u t t i n g the 

11 w e l l s i n the middle of t h i s i n t e r v a l , i n the B Sand, so 

12 t h a t ' s our t a r g e t f o r t h i s p a r t i c u l a r . 

13 Q. And the B Sand and C Sand are i n t e r n a l 

14 Mewbourne designations? 

15 A. Yes, s i r . 

16 Q. I n your op i n i o n , w i l l each quarter/quarter 

17 s e c t i o n i n the w e l l u n i t c o n t r i b u t e more or less e q u a l l y 

18 t o production? 

19 A. Yes, i t w i l l . 

20 Q. And w i l l t h i s w e l l e f f i c i e n t l y and 

21 economically d r a i n t h i s p o r t i o n of the Bone Spring 

22 r e s e r v o i r ? 

23 A. Yes, s i r , i t w i l l . 

24 Q. What i s E x h i b i t 12? 

25 A. E x h i b i t 12 i s a production t a b l e of the Bone 
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1 Spring producers i n t h i s n i n e - s e c t i o n area. As you can 

2 see, there's q u i t e a number of Bone Spring producers i n 

3 t h i s area. I've l i s t e d the names, the operators, the 

4 API, the l o c a t i o n , whether i t ' s a v e r t i c a l w e l l or a 

5 h o r i z o n t a l w e l l , when i t was completed, and the amount of 

6 o i l , gas and water t h a t each w e l l has made. 

7 I've also h i g h l i g h t e d three w e l l s on here. 

8 The f i r s t w e l l t h a t I've h i g h l i g h t e d i n yellow i s a 

9 v e r t i c a l Bone Spring producer t h a t was completed back i n 

10 1988. I t was completed i n both the f i r s t sand and the 

11 second sand, and i t ' s made j u s t over 3 0,000 b a r r e l s of 

12 o i l . 

13 The second w e l l t h a t I've h i g h l i g h t e d i n 

14 orange i s j u s t o f f of t h i s map i n Section 21. I t ' s a 

15 w e l l t h a t Mewbourne d r i l l e d . I t ' s a north/south w e l l . 

16 We d r i l l e d i t j u s t a year ago, i n October of 2011, i n the 

17 Second Bone Spring Sand. And i n t h a t time, i t ' s made 

18 j u s t over 21,000 b a r r e l s of o i l . 

19 The f i n a l w e l l t h a t I've h i g h l i g h t e d i s the 

20 Bradley 30 Number IH. I t ' s i n the n o r t h h a l f / s o u t h h a l f 

21 of Section 30. And again, we d r i l l e d i t j u s t under a 

22 year ago i n the Second Bone Spring Sand. I t ' s an 

23 east/west w e l l . I n t h a t time, i t ' s made j u s t over 42,000 

24 b a r r e l s of o i l . 

25 So we b e l i e v e tha t d r i l l i n g e a s t / w e s t i s more 

PAUL BACA PROFESSIONAL COURT REPORTERS e30f3817-0200-4f2d-8992-c04142854ebb 



Page 13 

1 e f f i c i e n t than d r i l l i n g north/south t o more e f f i c i e n t l y 

2 d r a i n t h i s r e s e r v o i r . 

3 Q. What i s E x h i b i t 13? 

4 A. E x h i b i t 13 i s a h o r i z o n t a l w e l l plan r e p o r t 

5 t h a t we got from the d i r e c t i o n a l d r i l l i n g company. The 

6 f i r s t page shows the surface l o c a t i o n , the landing p o i n t 

7 and the bottomhole l o c a t i o n . And i f you f l i p t o the 

8 second page, the second and t h i r d pages are the wellbore 

9 diagrams t h a t I put on here. So our k i c k o f f p o i n t w i l l 

10 be 7,659 t r u e v e r t i c a l depth, our landing p o i n t w i l l be 

11 at 8,136 t r u e v e r t i c a l depth, and our bottomhole w i l l be 

12 at 8,179 t r u e v e r t i c a l depth. 

13 Q. I n your opinion, w i l l the g r a n t i n g of t h i s 

14 a p p l i c a t i o n be i n the i n t e r e s t of conservation and the 

15 prevention of waste? 

16 A. Yes, s i r . 

17 Q. Were E x h i b i t s 9 through 13 prepared by you or 

18 under your supervision or compiled from company business 

19 records? 

20 A. Yes, s i r , they were. 

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

22 admission of E x h i b i t s 9 through 13. 

23 EXAMINER JONES: E x h i b i t s 9 through 13 

<24 w i l l be admitted. 

25 ( E x h i b i t s 9 through 13 were admitted.) 

PAUL BACA PROFESSIONAL COURT REPORTERS 
e30f3817-0200-4f2d-8992-c04142854ebb 



Page 14 

1 EXAMINATION 

2 BY EXAMINER JONES: 

3 Q. How do you s p e l l your l a s t name? 

4 A. C-l-e-s-s. 

5 Q. I t h i n k i t was s p e l l e d wrong on some of the 

6 e a r l i e r cases. 

7 You propose t o d r i l l i n t h i s -- I not i c e d your 

8 h o r i z o n t a l t a r g e t includes -- i t almost looks l i k e the 

9 same sand on the gamma ray. The r e s i s t i v i t y and the 

10 p o r o s i t y k i n d of separates i t out. So are you going t o 

11 go the lower one? 

12 A. We're going t o go i n the middle one, i n the B 

13 Sand. So the previous two were i n the C Sand. But we've 

14 r e c e n t l y s t a r t e d p u t t i n g w e l l s i n t h i s B Sand, and we've 

15 had a l i t t l e b e t t e r luck w i t h t h a t . 

16 Q. I t ' s k i n d of t r i a l - a n d - e r r o r type of approach 

17 here? 

18 A. Yeah. And as y o u ' l l n o t i c e , there's a l o t of 

19 v e r t i c a l producers i n t h i s area. So the two wel l s t h a t 

20 we're going t o be going by i n Section 30, they both 

21 produce out of t h a t lower p a r t i n the C Sand. So we're 

22 hoping t o minimize communication between the two of them 

23 by p u t t i n g a l a t e r a l a l i t t l e b i t higher i n the B Sand. 

24 Q. What do your f r a c k people say about that? Are 

25 they okay w i t h i t ? 
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1 A. We've r a r e l y had problems communicating w i t h 

2 these w e l l s . We t r y t o space our p o r t s around these 

3 w e l l s t o minimize communication and i n t e r f e r e n c e w i t h 

4 them. 

5 Q. And as f a r as communication, you've mentioned 

6 t h a t . But as f a r as v e r t i c a l height goes, can you a f f e c t 

7 your h o r i z o n t a l t a r g e t by d r i l l i n g i n t h i s Second Bone 

8 Spring B? 

9 A. Yeah. We've done some, not i n t h i s p a r t i c u l a r 

10 area, but we've done other areas where we've done 

11 microseismic, and we've seen about 100 fe e t downwards i n 

12 t h i s f r a c k . So we c e r t a i n l y b e l i e v e t h a t w e ' l l s t i l l be 

13 e f f i c i e n t l y d r a i n i n g t h a t C Sand., 

14 Q. So you're propping downwards. But how f a r up 

15 can you go and prop? 

16 A. Usually 2- t o 300 f e e t i s what we've seen. 

17 Q. Wow. 

18 A. We c e r t a i n l y t h i n k i t w i l l k i n d of d r a i n t h i s 

19 whole area, or at l e a s t e f f e c t i v e l y f r a c k t h i s whole 

20 area. 

21 Q. So by d r i l l i n g east/west, are you d r i l l i n g t o 

22 where your f r a c k jobs w i l l go along your wellbore, or 

23 w i l l they go i n transverse? ; 

24 A. I n theory, they should go transverse. That's 

25 what we'd l i k e t o t h i n k , at l e a s t . And we've seen t h a t 
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1 j u s t w i t h production. We've had b e t t e r production i n 

2 t h i s area w i t h east/west w e l l s , as opposed t o north/south 

3 w e l l s . 

4 Q. So you're d r i l l i n g i n the minimum h o r i z o n t a l 

5 st r e s s d i r e c t i o n ? 

6 A. Yes, s i r . 

7 Q. And the t h i n g has t o t u r n and go the other 

8 way? 

9 A. Um-hum. 

10 EXAMINER JONES: I t h i n k t h a t ' s i t . 

11 Thanks. 

12 EXAMINER BROOKS: No questions. 

13 MR. BRUCE: That's a l l I have, 

14 Mr. Examiner. 

15 EXAMINER BROOKS: That concludes your 

16 p r e s e n t a t i o n , Mr. Bruce? 

17 MR. BRUCE: Yes. 

18 ' EXAMINER JONES: With t h a t , w e ' l l take 

19 Case 14899 under advisement. And thanks t o the Mewbourne 

20 guys f o r coming up. 

21 * * * 

23 

24 

25 

A** b y m e o ; ; ^ of Case Nc 
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