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1 HEARING EXAMINER: At t h i s time w e ' l l c a l l Case 

2 No. 143 07, the A p p l i c a t i o n of Mewbourne O i l Company f o r 

3 compulsory p o o l i n g , Eddy County, New Mexico. 

4 C a l l f o r appearances. 

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

6 representing the a p p l i c a n t . This matter i s being 

7 submitted by a f f i d a v i t . 

8 HEARING EXAMINER: Very good. You may proceed. 

9 MR. BRUCE: Mr. Brooks, E x h i b i t 1 i s the 

10 statement of Paul Haden, the landman f o r Mewbourne. 

11 Mewbourne seeks t o force pool the west h a l f of Section 9, 

12 20 South, 25 East. 

13 This proposal i s f o r a r e e n t r y of the F i r s t 

14 N a tional Bank A Well No. 1, which i s located i n the 

15 southwest quarter of the southwest quarter of Section 9. 

16 I t i s a Morrow t e s t . 

17 The only p a r t y being force pooled i s 

18 Kaiser-Francis O i l Company which owns a 50 percent 

19 i n t e r e s t i n the southwest q u a r t e r . So there i s only a 25 

20 percent i n t e r e s t i n the west h a l f w e l l u n i t . The overhead 

21 r a t e s are $7,000 and $700. 

22 I f y o u ' l l t u r n back t o the second page of 

23 Attachment A, Mr. Examiner, y o u ' l l see a s p l i t of the 

24 working i n t e r e s t ownership. This a c t u a l l y shows a l l of 

25 Section 9. 
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1 I f y o u ' l l look at the west h a l f of Section 9, 

2 Mewbourne O i l Company and the other p a r t i e s l i s t e d own 100 

3 percent of the operating r i g h t s i n the northwest quarter. 

4 They are a l l subject t o the JOA. 

5 I n the southwest quar t e r , i t ' s owned one-half by 

6 Kaiser-Francis O i l Company, and one-half by KCS Resources, 

7 Inc. KCS Resources, Inc, has signed a JOA w i t h Mewbourne 

8 O i l Company. 

9 I e-mailed you about t h i s matter a day or two 

10 ago, and I don't know i f you had a chance t o review t h a t 

11 e-mail. 

12 HEARING EXAMINER: Was t h i s the one where you 

13 were r a i s i n g the question about whether or not the 

14 operator under the j o i n t o p e rating agreement would have 

15 standing t o b r i n g a compulsory p o o l i n g proceeding? 

16 MR. BRUCE: That i s c o r r e c t . 

17 HEARING EXAMINER: I can see why there i s a 

18 question about i t . And I'm not aware whether the 

19 Commission has ever addressed t h a t issue or not. 

2 0 MR. BRUCE: I j u s t b r i n g t h a t out so you can --

21 I f Mewbourne can as operator force pool the i n t e r e s t s , 

22 then i t would be also seeking t o force pool 40 acre and 

23 160 acres u n i t s . I f not, i t w i l l only be seeking t o force 

24 pool 320 acres. 

25 HEARING EXAMINER: I do know t h a t we have 
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1 allowed an operating s u b s i d i a r y where a d i f f e r e n t 

2 s u b s i d i a r y of the same c o r p o r a t i o n owned the working --

3 was the a c t u a l working i n t e r e s t owner, and the operating 

4 s u b s i d i a r y d i d not have a working i n t e r e s t . 

5 And we have allowed the operating s u b s i d i a r y t o 

6 be the moving p a r t y i n forc e p o o l i n g . So t h a t would seem 

7 t o be precedent f o r i t . But I'm not aware of whether the 

8 D i v i s i o n has ever addressed t h a t s p e c i f i c issue. 

9 MR. BRUCE: Okay. But I r a i s e t h a t j u s t so you 

10 can decide i n the order what t o do. 

11 HEARING EXAMINER: Okay. 

12 MR. BRUCE: Attachment B i s simply the 

13 correspondence, l e t t e r s , e-mail, e t cetera, between 

14 Mewbourne O i l Company and Kaiser-Francis discussing t h i s 

15 matter f a i r l y continuously over the l a s t couple or three 

16 months. 

17 And discussions are ongoing, but they have not 

18 been able t o reach agreement at t h i s p o i n t . 

19 Attachment C i s an AFE. 

2 0 HEARING EXAMINER: You sa i d Kaiser-Francis i s 

21 the only p a r t y being pooled? 

22 MR. BRUCE: That i s c o r r e c t . Attachment C i s 

23 the AFE f o r the r e e n t r y , which i s s l i g h t l y over one 

24 m i l l i o n d o l l a r s . 
25 And E x h i b i t 2 i s the a f f i d a v i t of n o t i c e showing 
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1• t h a t Kaiser-Francis d i d receive a c t u a l n o t i c e of the 

2 p o o l i n g a p p l i c a t i o n . 

3 HEARING EXAMINER: Now, you said t h i s i s a 

4 r e e n t r y and you're asking surface t o the base of the 

5 Morrow. I take i t the Morrow i s the objec t i v e ? 
6 MR. BRUCE: I t i s the primary o b j e c t i v e . 

7 HEARING EXAMINER: I s i t a shallow w e l l t h a t 

8 they're reentering? 

9 MR. BRUCE: Mr. Examiner, I bel i e v e t h i s w e l l 

10 a c t u a l l y -- I t h i n k they may be deepening i t s l i g h t l y , but 

11 i t was a f a i r l y deep w e l l . I f o r g e t the exact depth t h a t 

12 i t t e s t e d . The TD was approximately 9,500 f e e t . And i f 

13 you look at the AFE, they planned t o go down j u s t s l i g h t l y 

14 deeper, t o 9,600 f e e t . 

15 HEARING EXAMINER: Now t h i s ownership breakdown 

16 t h a t you provided here, i s t h a t v a l i d f o r a l l depths? 

17 MR. BRUCE: With respect t o Kaiser-Francis, they 

18 would own 25 percent i n 320 acre zones and 50 percent i n 

19 the southwest quarter. 

2 0 HEARING EXAMINER: Yeah. Okay. 

21 MR. BRUCE: Notice of t h i s hearing was also sent 

22 t o Forest O i l Permian Corporation, but they have since 

23 j o i n e d i n the w e l l , and t h e r e f o r e , they are not being 

24 pooled. 

25 But I would move the admission of E x h i b i t s 1 and 
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1 2 and ask t h a t the matter be taken under advisement. 

2 HEARING EXAMINER: Where i s the depth severance? 

3 MR. BRUCE: I t ' s not r e a l l y - - i n the southwest 

4 quarter, Kaiser-Francis owns 50 percent as t o a l l depths. 

5 HEARING EXAMINER: Okay. 

6 MR. BRUCE: So there i s not a depth severance as 

7 such, i t ' s j u s t t h e i r i n t e r e s t would vary --

8 HEARING EXAMINER: I see. I t j u s t depends on 

9 the size of the u n i t . 

10 MR. BRUCE: That's r i g h t . 

11 HEARING EXAMINER: But regardless of depth, i f 

12 i t ' s a u n i t t h a t includes the southwest quarter --

13 MR. BRUCE: Kaiser-Francis w i l l allow i t . 

14 HEARING EXAMINER: Okay, I see. I understand. 

15 Very good. E x h i b i t s 1 and 2 w i l l be admitted. And Case 

16 No. 14307 w i l l be taken under advisement. 

17 
1 8 I 4Q heiT,hy certify that {he foregoing is 

« con'f»ive oi" ihe proceedings.In 
Hie i.H4..i<nzr .^*arU»t} of Case No. /^SP^» 
"ieard,.h.y me on ^f^l^ 
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2 STATE OF NEW MEXICO ) 
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