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:

APPLICATION OF MEWBOURNE OIL COMPANY

FOR COMPULSORY POOLING, EDDY COUNTY,
NEW MEXICO. Case No. 13,937

VERIFIED STATEMENT OF LARRY CUNNINGHAM

Larry Cunningham, being duly sworn upon his oath, deposes and states:

1. [ am a landman for Mewbourne Oil Company, and have personal knowledge of
the matters stated herein.

2. Pursuant to Division Rule 1210.A(1), the following information is submitted in
support of the compulsory pooling application filed herein:

(a) No opposition is expected because the working interest owners being pooled have
been contacted regarding the proposed well, and have simply not decided whether to join
in the well or farm out their interests.

(b) A plat outlining the spacing unit being pooled, and marking the location of the
subject well, is attached hereto as Exhibit A. Applicant seeks an order pooling all
mineral interests from the surface to the base of the Morrow formation underlying the S%
of Section 3, Township 20 South, Range 29 East, NMPM, Eddy County, New Mexico, to
form a standard 320 acre gas and spacing and proration unit for all pools or formations
developed on 320-acre spacing within that vertical extent, including the East Burton Flat-
Strawn Gas Pool, West Parkway-Atoka Gas Pool, and East Burton Flat-Morrow Gas
Pool.

The unit is to be designated to the proposed Sharps “3” Fed. Com. Well No. 1, to

be drilled at an orthodox location in the NWY%SWY; of Section 3. The well is expected to
be a gas well.

(c) The parties being pooled, their working interests in the well unit, and their
addresses, are as follows:

01l Conservation Division

Case No. H
Exhibit No.




The Hillman Interests 0.29296%
2000 Grant Building

310 Grant Street

Pittsburgh, Pennsylvania 15219

Nicholas S. Lamont 0.02929%
Suite 300

129 Church Street

New Haven, Connecticut 06510

Mill Neck Associates 0.02929%
Suite 300

129 Church Street

New Haven, Connecticut 06510

(d)  Copies of the proposal letters sent to the uncommitted working interest owners are
attached hereto as Exhibit B. In addition, several phone calls have been made to the
uncommitted working interest owners.

(e) Pursuant to Division rules, applicant requests that a 200% risk charge be assessed
against the non-consenting interest owner.

® A copy of the Authority for Expenditure for the proposed well is attached hereto
as Exhibit C. The drilling and completion costs set forth therein are fair and reasonable,
and are comparable to those of other wells of this depth drilled in this area of Eddy
County.

(2) Overhead charges of $.6500.00 /month for a drilling well, and $_650.00 /month
for a producing well, are requested. These rates are fair and reasonable, and are in line
with rates charged by other operators in this area for wells of this depth. Applicant also
requests that the order contain a provision adjusting the rates pursuant to the COPAS
accounting procedure.

(h) Applicant requests that it be designated operator of the well.



VERIFICATION

STATE OF TEXAS )
) ss.
COUNTY OF MIDLAND )

Larry Cunningham, being duly sworn upon his oath, deposes and states that: He is a
landman for Mewbourne Oil Company; he is authorized to make this verification on its behalf;
he has read the foregoing statement, and knows the contents thereof; and the same is true and
correct to the best of his knowledge, information, and belief.

LS

Larry\Cunnmghaiﬁ

SUBSCRIBED AND SWORN TO before me thls +L‘ day of July, 2007 by Larry
Cunningham.

My Commission Expires: é ;; gth(k, % /)ﬂ M (]

Notary Public

Sy RHONDA NOLLEY |
) NOTARY PUBLIC |

. J: STATE OF TEXAS
My Comnm. Expires 09-21-2009
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MEWBOURNE OIL COMPANY o v(FAX)4326854j o _ P YgL/ veo

MAY-18-2007(FRD) 16:48
| : L/Lmam

B MEWBOURNE OIL COMPANY
’ " 500 W.TEXAS, SUITE 1020
! l\-‘lDLAND I'EJ&AS'I??’Gl S
(432) 682315 LA
FAX w2 6854170

a:cn 15 2007

“Mr. Nicholas §. Laifddnt g
129 Church Street, Suite 300
" New Haven, Connecticut 06510 - . -

"RE: Well Proposal - - '
Sharps 3 Federal Com No.1'
S72 of Section 3, TZOS-R29E
Eddy County, New Mexico "

. Dear Mr. Lamont:

_ Reference is made to that letter dated September 14, 2006 ‘wherein Mewboume ou
Company proposed the drilling of the caphoned wcH : P

: . Prior to- the ‘date of this lencr, Mewboume has obtamed elecuons 10 pa.rtlcxpate in thc :
drilling of this well from all of the working. interest: owners in the proration umit except for:-

" yourself. As proposed, Mewbourne intends to drill ‘rlus well at a location bcmg 1980° FSL &
720’ FWL of Section 3 An updated AFE Cost Estimuite is enclosed for your Teview. NS

' Mewbourne would appreciate your participation, however, if you prcfcr not W
' partxcxpate then Mewboumne would be reccptive to oObtaining a farmout or term asmgnment__ :
covermg your interest in the proration unit. Your workmg interest in the 8/2 Section 3 proranon o

- unit is 0.02929% (0. 093752 net acres).

The Sharps 3 Federal Com No T weu is currently scb.edu.led 10 spud in wrly May of thxs ol
year. I will be glad fo discuss this proposal w1th you again and apprecmte your coptinged .- ...
conmderanon to partxcxpate with us. , I 3 L

Smcerely, o l

MEWBOURNE OIL COMPANY

Larry Cunningham ) o
District Exploration Manager - -

LC/gh -

= Comp]ﬂtﬂ Itams 1 2. and 3. Also camplem

‘ ) Slgnature. ] . e
* " hom 41f Rostricted Dellvery s desired. W Ager
= Print your name and add cmtha . X / L} Addrezses '

50 that we can teturn the cand to yo! 'a' Récelved by { Printod Namoj oy’
lAnachthlscan'!ftcthobud(?HhenmﬂpIece. o 7/%
n the front If spacs permits . "
grone p°_ T hmmmummmmmmﬂ D ves
1. Articls Addrasesd ta: " 1YES, omer delivery addrass betow: ﬂNO

-: Mr Nxcholaa S.Lamont . 1 o

+ 129 Church Street, Suite 300 ;

* New Haven, Comnecticut 06510 - % o0

: ' : o Emm O Ecoresa Mall . "
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MEWBOURNE 01L COMPANY

500 W, TEXAS, SUITE 1020
' MIDLAND,TEXAS 79701 |
(432) 652397157

FAX (432) 5854170 .

Mar,.h 15 2007

‘ Via Certi ed Mazl—Retum Rer:ez tNa 5828

" The Hinm'an InteresiiS' .

¢ 310 Grant Street B

- 2000 Grant Building

. Pittshurg, Penosylvania 13”19
CAttm: Mr. Rich stlandxo

CRE: - Well Proposal : h

"~ Sharps 3 Federal Com No. 1 R
8/2 of Section 3, T20S-R29E . " 5
Eddy County, New Mexico o

: Genﬂemeu

Reference is made to that letter- dated Septembet 14, 2006 wherem Mewboum¢ 011 FE
Company proposed the drilling of the capnoned well. - B

' Prior to the date of th:s lerter Mewboume has obtamed elections to parnclpate in the '}

- drilling of this well from all of the working interest owners in the proration wnit except for -
yourself.- As proposed, Mewbourne intends to drill this well at a location bemg 1980° FSL &", L
720 FWL of Section 3. An updated AF E Cost Esﬁmate is enclosed for your review. . . .

. ‘Mewbourne wauld apprecxate your pa.ruczpauon, however, if you prefer not tol\ S

- parhcxpate, then Mewbourne would be receptive t0 obtaining a farmiout or term dssignment e

. covering your interest in the proration unit. 'I‘he Hxllman work:ng imterest in the SIZ Sccnon 30
proration unit is 0.29296% (0.9375 nct a:res) g v : o S

The Sharps 3 Federal Com No. 1 well is cm’renﬂy scheduled 0 spud in earIy May of iis :: o
- year. I will be glad to discuss this. proposal wn”h you again and appreclate your. contmued S
consideration to partxcmate with us. . e

Smcerely,

MEWBOURNE o COMPANY DI
N .

S lkc:ﬂr;xﬁl?ft'nltoms‘l zma.msommplm ‘ % ‘?:ﬂ— e
& Print your nams and atk onthe A " ;
R S R, || D 5o
»
= LD STRAGAN =1
or on the front it space peomits. D. 15 defvery adciess diffaront from tam 17 L3 Y68
1, Articla Addrassed t; : U YES, entor deliery aciream beiowe: Ono -
.. The Hillman Interests Co ’
- ¢ 310 Grant Strest SR .
2000 Grant Building — L F
Pittsburg, Penmsylvania 15219 - %«m o vt Ce
. Attn: Mr. Rich Dislandio - ' 0 Reglstered CIRememalpﬂorMemndfw
: : U B rsuma Malt - 0 .00, N
: |4 Rostriciod Dellvery? (@2 Feg) D ves
- e : SR
o Aridie ‘;ﬂm e 700k 0200 DDOYL 2uz® 5828 i

- PS Ferm 3811, February 2004 Dornagtic Rewum Recolgt ) LTSN *



JUL-25-2007(WED) 13:13  MEWBOURNE OIL COMPANY | (FAX) 4326854170 P. G2/6o

MEWBOURNE O1L. COMPANY

300 W, TEXAS, SUITE 1020
MIDLAND, TEXAS 79701

(432) 682-3715
FAX (432) 685-4170

June 20, 2007

Via Certiﬁed Mail-Return Receipt No. 6313

Mill Neck Associates Mill Neck Associates

5200 Town Center Circle 200 N. Congress

Fourth Floor Park Drive

Boca Raton, Florida 33486 Delray Beach, Florida 33445

Attn: Mr. Leonard %Mandor

RE: Well Proposal
Sharps 3 Federal Com No. 1
5/2 of Scetion 3, T20S-R29E _
Eddy County, New Mexico -+ . .&- 1. -

Dear Mr. Mandor:

Reference is made to that Ietter.'c!:at_ediSeptember 14, 2006 wherein Mewbourne Oil
Company proposed the drilling of the captioned well,

Prior to the date of this letter, Mewbourne has obtained elections to participate in the
drilling of this well from all of the working interest owners in the proration unit except for
yourself. As proposed, Mewbourne intends to drill this well at a location being 1980’ FSL &
720° FWL of Section 3. An updated AFE Cost Estimate is enclosed for your review.

Mewbourmne would appreciate your ' participation, however, if you prefer not to
participate, then Mewbourne would be receptive to obtaining a farmout or term assignment
covering your interest in the proration unit. Your working interest in the S/2 Scetion 3 proration
unit is 0.02929% (0.093752 net acres). : '

The Sharps 3 Federal Com No. 1 well is currently scheduled to spud in early May of this
year. I will be glad to discuss this proposal with you again and appreciate your continuved
consideration to participate with us,

Sincerely,

OURNE OIL COMPANY

LY

Larry Cunningham
District Exploration Manager

LC/gb
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EXHIBIT %

MAY - 18~20d (A-H L)

giay

| MEWDUUNNG UL LUMPAINT W A DU ) e v
S MEWBOURNE OiL COMPANY - e
: AUTHOREZAT[ON FOR EXPENDITURE e .
Prospect: Sharps.3 Wil Name & No: Sharps '3 Fedoral Com #1 .~
Flald:’ " . Leestien: 1980’ FSL 2 720' FWL
© Section: 3 Blogk: . Survey: Townishin 205 Range:__ 28E
County: Eddy STt ___-NM - Proposed Deptt: i2,000'
Cost To Complation
GESCRIPTION Casing Point . Cost
AFENO. - = AFE NO.
INTANGIBLE COST 180 . .
300 Pormit and Survoys : g - §3.002 $1.002
301 |iosation. Roads and Sho Proparation 585560 $1.50
302 |Footge of Tumkey Drm-rg .
303 Day Work 28 days (& $18000/day + 2 days complation §725,100 $38.200 i
304 Fusl ] 385,000 T
305 Cemplotien / Warkover Rig : $25.000
305 Mud and Chemicale $55,000  51.000
307 Camanting $80.G0C. . $400ca ¢
308 Logging, Wireline and Corirm Services 545,000 . 520,000
308 Casing, Tubing & bbing Services 510,000 $10,0C0
310 __JMud Logging 23__15_@ 31 ooﬁlduy $22.000 i
311 Toating $4.0C0
312 Treatihg 70Q Binary + TOK 1P . $180.0C0
313 |Wator & Othor 326,000 $5.000 .
314 Bite 1426117 1/2", 2+12 1/4°, 4= 8 3/4" $686,000 e
315 [inspection & Ropair Services $10,000 $18,00C
318 Misc. Alr and Pumping Sarvicos $35.000 $2,0008
320 Rlg Moblitzatian & Transportatien $100.000 54,000
821 Wolding and Conatruction $2,500 $2.000
322 Englneoring & Contract Supervision $30.000 -
330 Equipment Rantal $40.000 510,000
334 Woll7 Loase Legal $3,000 $2.0U0
336 Wali/ Lagae [neurance . $10.300 o -
- 350 [ I alt - $1,000 gas00dl
365 {Damog $10,000 B
380 [Pleling and Eloctrical ROW and & & : £3.000
as7 {Pizoline Intar . .
378 Ci y Bupervision $20,000 $10,000
380 Dvarhoad Fixed Rats $8,000 $5,000
388 Wall Abandonment T $15.000 {515,000)
99 Contingencivs 10% ! 10% $1 48.’2L00 537,200
Total Intanglbles $1.830.100 |l 3408,400
TANGIBLE COST 181 -
797 Ci Casing 400" of 20" 944 K56 STC @ $111.90/n $44.800
787 Surfaco Casing 1160° 13-3/8 64.54 KEE ST&C @ $37.60/1 $43.200
797 Intermediate Cacing 3200 -6/8" 408 J66 LTSC @ 526.01/M $63.300
797 |intarmadiaie Casing . .
757 Production Casing 12,000' 6-1/2°_17#P110 LTAC @ $16.8300 $150,030
788 Tubing 11,700 2-7/8* B.54 P110 EUE Brd @jS.BZIﬂ £69.320
860 DOrifling Mead - | $10,000 .
870 Tubing Head & Upper Bection - $20.690 |
875 Sucker Rods
880 Packer Pump & Bubsurface Equipmant 510,000
884 Artificial LIt Syslems
885 Pumplng Unit ]
886 Surface Pumps & Prime Movnrc
860 Yanks - Steal $8,000
881 ‘Tonko - Other $6.£90
895 Soparation Egulpmont $22.000
880 Gas Trouting B .
668 Motoring Equlpment . e ‘56,000
500 Lino Pips - Gas Gathering and Tranaporiation 2500, 4%, 1,88 wall, X42 wicoating $25.000
801 Lins Plpo - Preduction - - 31.600
908 Miscall Fittings, Vaives & Accessories - $15,000
808 Eloctrical Installatons
510 P Eaulpment Instaliation ; $15,000
620 |Pipsline Construction ) $35.000
Prepared by: M. Young . Date Preparad: 2/15/2007 Tota! Tangibles $181,390 $421.400
Company Approvel: 72 &I AT - Dote Approved: _ 2/15/2007 SUBTOTAL $1,811,400 5831,200
Joint Owner Intargat: . Joint Owner Amount: ) " TOTAL WELL COST §2,642,800
Joint Qwner: Joint Owner Approvat:

Operator has secured Operator's Exirg Exponas Inaurance ébvérlng coste of well contrel, clean up, and roarlliing, as estimated ;n Line ftom T35,
Non-operater may slect figf to be coversd by this Oparator's Exire S -xpense Insurance enly by =ipning balow. The undersigned elscts not lo bo "
covered by Operator's Extra Expenso Insurancs for their wall, )

By

Néma:

Bhemps 2 Fodoral Com #1rpv.xls




