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1 (Note: I n session at 9:15.) 

2 HEARING EXAMINER BROOKS: This i s Case 

3 14527, A p p l i c a t i o n of Mewbourne O i l Company f o r a 

4 non-standard spacing and p r o r a t i o n u n i t and 

5 compulsory p o o l i n g , Lea County, New Mexico. C a l l 

6 f o r appearances. 

7 MR. CARR: May i t please the hearing 

8 examiner, my name i s W i l l i a m F. Carr f o r the Santa 

9 Fe O f f i c e of Holland & Hart. We represent Mewbourne 

10 O i l Company i n t h i s matter, and I request permission 

11 t o present the case by a f f i d a v i t . 

12 HEARING EXAMINER BROOKS: Very good. 

13 MR. CARR: Mr. Examiner, Mewbourne E x h i b i t 

14 1 i s an a f f i d a v i t of Corey M i t c h e l l , the landman 

15 employed by Mewbourne responsible f o r the 

16 c o n s o l i d a t i o n of the lands i n the south h a l f of the 

17 n o r t h h a l f of Section 17, Township 17 South, Range 

18 33 East i n Lea County, New Mexico. 

19 Mewbourne seeks the c r e a t i o n of a 

20 nonstandard spacing of p r o r a t i o n u n i t comprised of 

21 t h i s acreage t o form a 160-acre h o r i z o n t a l w e l l 

22 p r o j e c t area i n the Bone Spring formation, Bone 

23 Spring Pool. Mewbourne owns working i n t e r e s t i n 

24 each of the fo u r 40-acre o i l spacing and p r o r a t i o n 

25 u n i t s t h a t w i l l be combined t o form t h i s p r o j e c t 
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1 area and i t proposes t o dedicate t h i s p r o j e c t area 

2 t o i t s Spy Glass 17 Federal Well No. IH. I t ' s going 

3 t o be d r i l l e d at a standard surface l o c a t i o n and the 

4 h o r i z o n t a l w e l l bore w i l l be completely w i t h i n the 

5 producing area i n s i d e the proposed p r o j e c t area f o r 

6 the w e l l . 

7 E x h i b i t A t o the a f f i d a v i t i s a p l a t . 

8 I t ' s attachment A. I t shows the subject lands and 

9 the l o c a t i o n of the proposed nonstandard spacing 

10 u n i t and w e l l l o c a t i o n . 

11 E x h i b i t B i s an ownership breakdown 

12 showing a l l working i n t e r e s t i n the spacing u n i t . 

13 This i s one State of New Mexico lease, and Mewbourne 

14 was able, by going through the county records, t o 

15 i d e n t i f y a l l i n t e r e s t owners i n the spacing u n i t . 

16 Mewbourne, the a f f i d a v i t s t a t e s , has made 

17 a good f a i t h e f f o r t t o reach v o l u n t a r y agreement 

18 w i t h each of these i n t e r e s t owners, and Attachment C 

19 t o the a f f i d a v i t i s f i r s t a summary of the contacts 

20 made w i t h each of these p a r t i e s . Behind t h a t , you 

21 w i l l f i n d l e t t e r s and r e t u r n r e c e i p t s showing t h a t 

22 each p a r t y was n o t i f i e d back i n June of t h i s 

23 proposal. And behind t h a t you w i l l see attached the 

24 number of E-mails t o each of these i n t e r e s t owners. 

25 I t h i n k i t ' s important i f you look at 

i 
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1 those attachments and those E-mails, you w i l l see 

2 t h a t there are E-mails i n d i c a t i n g t h a t they were 

3 going t o go forward w i t h the w e l l or w i t h the 

4 p o o l i n g hearing because they needed t o d r i l l the 

5 w e l l by the end of the year. Those E-mails also t o 

6 Yates Energy Corporation and the Yates company crew 

7 i n d i c a t e t h a t they are c o n t i n u i n g t o f i n a l i z e 

8 documents so those i n t e r e s t s may be v o l u n t a r i l y 

9 committed t o the w e l l . 

10 I c a l l e d yesterday t o t e l l you t h a t Yates 

11 Energy Corporation has decided t o j o i n and they are 

12 today f i n a l i z i n g documents i n the Harvey E. Yates 

13 groups which includes S p i r a l Inc., Explorers 

14 Petroleum Corporation, and Nadel Guzman, they are at 

15 the present time f i n a l i z i n g a term assignment t o 

16 Mewbourne. 

17 So once t h a t i s done, and we w i l l n o t i f y 

18 you as soon as those i n t e r e s t owners are i n , 84 

19 percent of the w e l l w i l l be v o l u n t a r i l y committed 

20 and we w i l l o n l y be p o o l i n g the other i n t e r e s t 

21 owners i n d i c a t e d on E x h i b i t B. 

22 HEARING EXAMINER BROOKS: From E x h i b i t B. 

23 MR. CARR: Yes, s i r . There are a s t e r i s k s 

24 on here showing the i n t e r e s t s subject t o p o o l i n g , 

25 but we are a n t i c i p a t i n g Yates Energy, Harvey E. 
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1 Yates Company and then on the next page S p i r a l , 

2 Inc., Explorers Petroleum and Nadel Guzman t o be 

3 v o l u n t a r i l y committed t o the w e l l w i t h i n the next 

4 few days. 

5 HEARING EXAMINER BROOKS: So t h a t would 

6 leave James H. Yates, Inc. and Coklelan. 

7 MR. CARR: Yes. James H. Yates and 

8 Colkelan also. Although the Hudson i n t e r e s t has 

9 been committed, the i n t e r e s t of Mary T. Ard has not, 

10 and she has not responded so t h a t i n t e r e s t w i l l be 

11 subject t o p o o l i n g , as w i l l the i n t e r e s t of Moore 

12 and Shelton. L e t t e r s and E-mails t o each of the 

13 i n t e r e s t owners are included i n the attachments. 

14 HEARING EXAMINER BROOKS: You w i l l never 

15 get Hudson and Ard. 

16 MR. CARR: We would a n t i c i p a t e one or the 

17 other would j o i n . 

18 HEARING EXAMINER BROOKS: Who else then at 

19 t h i s p o i n t would you want t o be pooling? 

2 0 MR. CARR: We would be p o o l i n g Moore & 

21 Shelton; Edward R. Hudson Trust No. 4, which i s Mary 

22 T. Ard's i n t e r e s t ; James H. Yates and Colkelan 

23 Corporation. We would l i k e the leave the others i n 

24 the case u n t i l we get the document signed. 

25 HEARING EXAMINER BROOKS: Well, of course, 
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1 the way we w r i t e our orders, they continue i n the 

2 case as long as they have been p r o p e r l y n o t i c e d . 

3 MR. CARR: Attached as E x h i b i t E i s my 

4 l e t t e r t o each of these i n t e r e s t owners a d v i s i n g 

5 them of today's hearing. You w i l l also see E-mails 

6 a d v i s i n g them of the hearing. 

7 We request t h a t these i n t e r e s t owners be 

8 pooled and t h a t Mewbourne O i l Company be designated 

9 operator of the w e l l i n t h i s nonstandard u n i t . They 

10 propose overhead and a d m i n i s t r a t i v e charges combined 

11 f i x r a t e s of $7,000 a month w e l l d r i l l i n g , $700 a 

12 month w e l l producing and s t a t e t h a t these are i n 

13 l i n e w i t h what they are charging the other i n t e r e s t 

14 owners i n the w e l l . They would request a p r o v i s i o n 

15 a d j u s t i n g the ra t e s i n accordance w i t h COPAS 

16 p r o v i s i o n s . 

17 HEARING EXAMINER BROOKS: $7,000 and $700. 

18 MR. CARR: Yes, s i r . They request a 200 

19 percent charge f o r r i s k . The a f f i d a v i t attached t o 

20 i t as Attachment D i s the AFE f o r the w e l l , which 

21 estimates cost t o case i n p o i n t at $2,207,500 and a 

22 completed w e l l cost of $3,359,800. They plan t o 

23 d r i l l the w e l l before the end of t h i s year. The 

24 a f f i d a v i t provides t h a t formation of t h i s u n i t , 

25 p o o l i n g of the i n t e r e s t s w i l l prevent waste, p r o t e c t 
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1 r i g h t s and they request t h a t t h i s a p p l i c a t i o n be 

2 granted. I would move the admission. 

3 HEARING EXAMINER BROOKS: Mewbourne 

4 E x h i b i t 1 i s admitted. I'm so r r y , are you through? 

5 MR. CARR: I have f i n i s h e d , yes, s i r . 

6 HEARING EXAMINER BROOKS: Were a l l of the 

7 p a r t i e s -- d i d a l l of the p a r t i e s receive a c t u a l 

8 notice? 

9 MR. CARR: Yes, s i r . And copies of the 

10 green cards are attached. 

11 (Note: E x h i b i t 1 admitted.) 

12 HEARING EXAMINER BROOKS: Now, do you have 

13 the estimated footages of the p e n e t r a t i o n . 

14 MR. CARR: Yesterday I contacted Mewbourne 

15 w i t h the p e n e t r a t i o n p o i n t on a number of w e l l s 

16 i n c l u d i n g t h i s one, which I w i l l be p r o v i d i n g you as 

17 soon as I get them. The a f t e r has the surface 

18 l o c a t i o n and the terms of the h o r i z o n t a l w e l l but 

19 not the a c t u a l p e n e t r a t i o n p o i n t , but surface and 

20 terminus are a l l w i t h i n the producing area on t h i s 

21 w e l l , but I w i l l have the p e n e t r a t i o n p o i n t . 

2 2 HEARING EXAMINER BROOKS: Whenever we 

23 c i r c u l a t e an order, somebody always wants t o put the 

24 p e n e t r a t i o n p o i n t i n there so we need t o f i l l i n the 

25 blanks there. Okay. I t h i n k t h a t ' s a l l I have. 
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1 MR. WORNELL: D i d you say, Mr. Carr, t h e y 

2 a r e g o i n g t o d r i l l t h e w e l l t h i s year? 

3 MR. CARR: Yes, t h e y p l a n t o d r i l l t h e 

4 w e l l b e f o r e -- t h e y would l i k e t o have d r i l l e d t h e 

5 w e l l and completed i t by January 1, 2 011. That's 

6 why t h e y were moving f o r w a r d . I f i t ' s 30 days f o r 

7 an o r d e r and 3 0 days t o p r o v i d e n o t i c e , w i t h t h e r i g 

8 s c h e d u l i n g and a l l , t h e y d e c i d e d t h e y needed t o 

9 proceed a t t h i s t i m e . 

10 HEARING EXAMINER BROOKS: Okay. I f 

11 t h e r e ' s n o t h i n g f u r t h e r , t h e n Case 14527 w i l l be 

12 t a k e n under advisement. 

13 (Note: The pr o c e e d i n g s were concluded.) 

14 

15 

16 

17 
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20 

2 1 

22 
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