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MR. EXAMINER: Now we c a l l case number 

2 14840, and t h i s i s the a p p l i c a t i o n of the Mewbourne O i l 

3 Company f o r approval of a non-standard o i l spacing and 

4 p r o r a t i o n u n i t and compulsory p o o l i n g i n Eddy County, 

5 New Mexico. 

6 C a l l f o r appearances. 

7 

8 

MR. BRUCE: Mr. Examiner, Jim Bruce of 

Santa Fe repre s e n t i n g the a p p l i c a n t . I have two 

9 witnesses. 

10 MR. EXAMINER: Any other appearances? Okay. 

11 Please, the witnesses may stand up and st a t e your name 

12 t o be sworn. 

13 MR. CLESS: Nate Cless. 

14 MR. HADEN: Paul Haden. 

15 [Whereupon the witnesses were duly sworn.] 

16 PAUL HADEN 

17 a f t e r having been f i r s t duly sworn under oath, 

18 was questioned and t e s t i f i e d as f o l l o w s : 

19 DIRECT EXAMINATION 

20 BY MR. BRUCE: 

21 Q. Would you please s t a t e your name and c i t y of 

22 residence. 

23 A. My name i s Paul Haden. I l i v e i n Midland, Texas. 

24 Q. Have you p r e v i o u s l y t e s t i f i e d before the 

25 d i v i s i o n ? 
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1 A. Yes, s i r , I have. 

2 Q. And were your c r e d e n t i a l s as an expert petroleum 

3 landman accepted as a matter of record? 

4 A. Yes, they were. 

5 Q. And are you f a m i l i a r w i t h the land matters 

6 involved i n t h i s case? 

7 A. Yes, s i r . 

8 MR. BRUCE: Mr. Examiner, I ' d tender 

9 Mr. Haden as an expert i n petroleum land matters. 

10 MR. EXAMINER: Mr. Haden i s so q u a l i f i e d . 

11 Q. (By Mr. Bruce) Mr. Haden, could you i d e n t i f y 

12 E x h i b i t 1 f o r the Examiner and describe what you seek t o 

13 pool. 

14 A. Yes, s i r . E x h i b i t 1 i s a land p l a t of the area 

15 prepared from the Midland Map Company's map records. I t 

16 i n d i c a t e s our proposed w e l l l o c a t i o n , both the surface 

17 and bottom hole i n s e c t i o n 3. Also, the w e l l u n i t i s 

18 shaded i n yellow. I t w i l l be i n the south h a l f , south 

19 h a l f of s e c t i o n 3. This i s i n township 20 south, range 

20 29 east, Eddy County, New Mexico. 

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

22 A. The name of the proposed w e l l i s the Sharps 3 

23 Federal Com Number 2H Well. 

24 Q. And what zone w i l l the w e l l t e s t ? 

25 A. I t w i l l t e s t the Bone Spring formation. A c t u a l l y 
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1 the second sand i n t e r v a l i n the Bone Spring. 

2 Q. And what i s the surface l o c a t i o n and the bottom 

3 hole l o c a t i o n ? 

4 A. Okay. The surface l o c a t i o n i s the 400 fe e t f^om 

5 the south l i n e and 150 f e e t from the east l i n e . The 

6 bottom hole l o c a t i o n i s proposed at 400 fe e t from the 

7 south l i n e and 330 from the west l i n e of said s e c t i o n 3 

8 Q. W i l l the e n t i r e producing i n t e r v a l be orthodox 

9 A. Yes, i t w i l l . 
10 Q. Can you i d e n t i f y the working i n t e r e s t ownership 

11 of the w e l l u n i t and who you seek t o pool. And I ' d 

12 r e f e r you t o E x h i b i t 2. 

13 A. E x h i b i t 2 l i s t s the p a r t y t o be pooled, which i s 

14 M i l l Neck Associates of which we could not f i n d any 

15 address. We pooled them many, many times i n previous 

16 w e l l s . The ownership t h a t they have i s approximately 

17 .23438 percent working i n t e r e s t i n our proposed u n i t . 

18 Q. Okay. They own i n one of the quarter, quarter 

19 sections i n the well? 

2 0 A. Yes. They own i n the southwest and southeast 

21 quarter of s e c t i o n 3.. Their ownership i n the w e l l u n i t 

22 i s a c t u a l l y .58595 percent. 

23 Q. Now, you mentioned you p r e v i o u s l y pooled them a 

24 number of times. 

25 A. Yes, s i r , we have. 
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1 Q. So have you been t r y i n g t o l o c a t e them f o r q u i t e 

2 some time? 

3 A. We have t r i e d t o l o c a t e them f o r a number of 

4 years but thus f a r have been unable t o locate them. 

5 Q. What steps d i d Mewbourne take over the years t o 

6 t r y t o l o c a t e M i l l Neck Associates? 

7 A. We have sent w e l l proposals v i a c e r t i f i e d mail t o 

8 the l a s t known address, which these l e t t e r s always came 

9 back. We've also t r i e d t o f i n d them at previous 

10 l o c a t i o n s v i a the I n t e r n e t . Had no such luck. 

11 Q. I n your o p i n i o n have you made a good f a i t h e f f o r t 

12 t o loca t e M i l l Neck Associates? 

13 A. Yes, we have. 

14 Q. We've included i n here an NSL order as E x h i b i t 3. 

15 Mr. Haden, why was the NSL order obtained? 

16 A. At the time we had t o get these approvals because 

17 of the unorthodox o i l w e l l l o c a t i o n , which i s 150 f e e t 

18 from the east l i n e . 

19 Q. And the r u l e s have since changed, correct? 

2 0 A. Yes, they have. 

21 Q. And producing i n t e r v a l w i l l be orthodox? 

22 A. I t w i l l be orthodox. 

23 Q. What i s E x h i b i t 4? 

24 A. E x h i b i t 4 i s an AFE, which i s an estimated w e l l 

25 cost f o r t h i s w e l l . I t estimates the cost case i n p o i n t 
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1 of $2,764,200, completed w e l l of $4,808,400. 

2 Q. And are these costs i n l i n e w i t h the costs of 

3 other h o r i z o n t a l 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 

4 area of Eddy County? 

5 A. Yes, they are. 

6 Q. And do you request t h a t Jjf6wbourne be appointed 

7 operator of the well? 

8 A. We so request. 

9 Q. And what i s your recommendation f o r the overhead 

10 rates? 

11 A. Overhead r a t e s , we are seeking 

12 month f o r the d r i l l i n g w e l l rate/and 

13 the producing w e l l r a t e . 

14 Q. And are these costs i n l i n e w i t h the costs 

15 charged by Mewbourne and other operators f o r w e l l s of 

16 t h i s depth and i n t h i s area? 

17 A. Yes, they are. 

18 Q. Do you request t h a t these rates be adjusted 

19 pursuant t o the COPAS accounting procedure? 

2 0 A. We do request. 

21 Q. And do you request the maximum cost plus 

22 200 percent r i s k charge? 

23 A. Yes, s i r , we do. 

24 MR. BRUCE: Mr. Examiner, E x h i b i t 5 i s 

25 s imply the a f f i d a v i t o f p u b l i c a t i o n as agains t M i l l Neck 
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1 Associates. 

2 Q. (By Mr. Bruce) What i s E x h i b i t 6A, Mr. Haden? 

3 A. 6A l i s t s the o f f s e t operators, the working 

4 i n t e r e s t owners who we've n o t i f i e d of our a p p l i c a t i o n . 

5 MR. EXAMINER: I only have 6B. I don't have 

6 6A. 

7 EXAMINER BROOKS: You can have t h i s copy. 

8 MR. EXAMINER: Okay. 

9 Q. (By Mr. Bruce) And i s n o t i c e t o these o f f s e t 

10 operators r e f l e c t e d i n E x h i b i t 6B of my a f f i d a v i t of 

11 notice? 

12 A. Yes, s i r . 

13 Q. Were E x h i b i t s 1 through 6B prepared by you or 

14 under your s u p e r v i s i o n or compiled from company business 

15 records? 

16 A. Yes, they were. s 

17 Q. And i s the g r a n t i n g of t h i s a p p l i c a t i o n i n the 

18 i n t e r e s t of conservation and the prevention of waste? 

19 A. Yes, i t i s . 

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

21 admission of E x h i b i t s 1 through 6B. 

22 MR. EXAMINER: E x h i b i t s 1 through 6B w i l l be 

23 admitted. 

24 MR. BRUCE: And I have no f u r t h e r questions 

25 of Mr. Haden. ! 
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1 MR. EXAMINER: Any questions? 

2 EXAMINER BROOKS: No questions. 

3 MR. EXAMINER: Do you have another witness? 

4 MR. BRUCE: We have a g e o l o g i s t . 

5 MR. EXAMINER: You may step down. 

6 MR. HADEN: Okay. Thank you. 

7 MR. BRUCE: Mr. Examiner, the ge o l o g i s t i s 

8 Nate Cless who has been p r e v i o u s l y sworn and q u a l i f i e d , 

9 i f we could have the record r e f l e c t t h a t . 

10 MR. EXAMINER: The record w i l l r e f l e c t t h a t 

11 you have been sworn i n and q u a l i f i e d , so you may 

12 proceed. 

13 NATE CLESS 

14 a f t e r having been f i r s t d uly sworn under oath, 

15 was questioned and 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. Can you i d e n t i f y E x h i b i t 7, Mr. Cless? 

19 A. E x h i b i t 7 i s a s t r u c t u r e map of the area around 

20 s e c t i o n 3 w i t h the proposed w e l l h i g h l i g h t e d i n the 

21 south h a l f , south h a l f of s e c t i o n 3. The s t r u c t u r e i s 

22 on the base of the second Bone Spring shale marker. You 

23 can see i t dips t o the east. Once again, we don't 

24 b e l i e v e there's too much of a s t r u c t u r a l component here. 

25 I've also h i g h l i g h t e d the Bone Spring production i n t h i s 
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1 area. The yellow production c i r c l e s i n d i c a t e w e l l s t h a t 

2 produce out of the second Bone Spring sand. The orange 

3 represents w e l l s t h a t produce out of the f i r s t Bone 

4 Spring sand, and the pink represents w e l l s t h a t produce 

5 out of the Avalon sand. And you can see we have second 

6 Bone Spring producers both up d i p and down d i p of our 

7 proposed l o c a t i o n . 

8 Q. And the second Bone Spring w i l l be the primary 

9 tar g e t ? 

10 A. I t w i l l be. 

11 Q. I n l o o k i n g at t h i s there i s a number of v e r t i c a l 

12 w e l l s . I presume these are ol d e r Bone Spring wells? 

13 A. They are. And you can also, i n t h i s immediate 

14 area, we have d r i l l e d two other second Bone Spring 

15 h o r i z o n t a l s . They've both been east, west up i n the 

16 n o r t h h a l f , n o r t h h a l f of s e c t i o n 4 and the n o r t h h a l f , 

17 n o r t h h a l f of s e c t i o n 35. 

18 Q. So t o the extent there i s a p a t t e r n i n t h i s area 

19 i t i s f o r l a y down wells? 

20 A. Yes. 

21 Q. What i s E x h i b i t 8? 

22 A. E x h i b i t 8 i s an isopach of the second Bone Spring 

23 C sand. This i s a gross i n t e r v a l of the second Bone 

24 Spring sand. Again, I have those production c i r c l e s 

25 h i g h l i g h t e d . I've also, next t o each v e r t i c a l wellbore 
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1 t o the bottom l e f t , there's a number t h a t ' s the gross 

2 thickness of the second Bone Spring C sand and t h a t 

3 i n t e r v a l . And you can see throughout s e c t i o n 3 the 

4 thicknesses are a l l roughly around 50 f e e t , so we 

5 b e l i e v e t h a t f o r the most p a r t i t w i l l be p r e t t y equal 

6 i n thickness along the south h a l f , south h a l f of 

7 s e c t i o n 3. 

8 Q. So you would a n t i c i p a t e each quarter, quarter 

9 s e c t i o n more or less e q u a l l y c o n t r i b u t i n g t o production? 

10 A. Yes. Also, h i g h l i g h t e d i s the l o c a t i o n of the 

11 next e x h i b i t , which would be the cross s e c t i o n t o AA 

12 prime on here. And i t w i l l be the w e l l located at 4P 

13 towards the t o t a l of our l a t e r a l or the bottom hole p a r t 

14 of our l a t e r a l as w e l l as the w e l l i n 10A, which w i l l be 

15 near the surface l o c a t i o n of our l a t e r a l . 

16 Q. Please move on t o your cross s e c t i o n . 

17 A. So, again, t h i s i s a two-well cross s e c t i o n 

18 showing the second Bone Spring sand. We break t h i s down 

19 i n t o the A, B, and C i n t e r v a l . And the C i n t e r v a l i s 

20 h i g h l i g h t e d by the green l i n e s , and t h a t ' s where we plan 

21 on going h o r i z o n t a l i n t h i s w e l l . I t ' s where we've gone 

22 h o r i z o n t a l i n a l o t of our other w e l l s i n t h i s 

23 p a r t i c u l a r area. And, once again, you can see the 

24 thickness i s p r e t t y continuous across t h a t south h a l f , 

25 south h a l f of s e c t i o n 3. 
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1 Q. I n your opinion, w i l l the h o r i z o n t a l w e l l bore 

2 adequately d r a i n t h i s p o r t i o n of the second Bone 

3 Springs? 

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

5 Q- And what i s E x h i b i t 10? 

6 A. E x h i b i t 10 i s a pro d u c t i o n t a b l e of the Bone 

7 Spring i n t e r v a l . I've l i s t e d the name of the w e l l , the 

8 operator, API number, whether i t ' s v e r t i c a l or 

9 h o r i z o n t a l as w e l l as i t s production, cum o i l , cum gas, 

10 and cum water. You can see at the very bottom of the 

11 two h o r i z o n t a l w e l l s t h a t we have d r i l l e d . And we've 

12 d r i l l e d those both w i t h i n the l a s t two years, and 

13 they've both been good economic w e l l s . The second t o 

14 the l a s t w e l l of the Four Peaks 3 5 Fed Number IH. And 

15 we've r e c e n t l y completed t h a t , and t h a t ' s only a p a r t i a l 

16 month's production. So i t made 6,000 b a r r e l s i n less 

17 than a month, so i t ' s a good w e l l f o r us. 

18 Q. And f i n a l l y , what i s E x h i b i t 11? 

19 MR. EXAMINER: Before you go there, when the 

20 the cum o i l i s i n view, so are you saying t h a t i t ' s --

21 MR. CLESS: Yeah, t h a t ' s a mistake. That 

22 should be 1,000 b a r r e l s of o i l and then BCF f o r b i l l i o n 

23 cubic f e e t and 1,000 b a r r e l s of water. 

24 MR. EXAMINER: I s t h a t MCF or BCF? 

25 MR. CLESS: That should be BCF. 
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1 MR..EXAMINER: I t ' s confusing. And t h a t 

2 would be MVW f o r the water? 

3 MR. CLESS: Yep, i t should be MVW. 

4 MR. EXAMINER: Okay. 

5 EXAMINER BROOKS: There's two orders. 

6 There's a b i g d i f f e r e n c e between MCF and BCF. He's a 

7 g e o l o g i s t . 

8 MR. CLESS: I'm so r r y . I don't do numbers. 

9 MR. EXAMINER: Okay. Go ahead. 

10 MR. CLESS: The next e x h i b i t i s our 

11 h o r i z o n t a l w e l l plan. On the f r o n t page i t shows our 

12 surface l o c a t i o n s , our landing p o i n t , and our bottom 

13 hole l o c a t i o n . We'll be d r i l l i n g t h i s w e l l t o a 

14 v e r t i c a l depth of 8,082 f e e t and a measured depth of 

15 12,758 f e e t . And on the l a s t two pages i s the w e l l bore 

16 diagram. The very l a s t page shows approximately where 

17 w e ' l l k i c k o f f at 7,665 f e e t , where w e ' l l land at the 

18 l a t e r a l , and then f i n a l l y our bottom hole, once again, 

19 at 12,758 f e e t . 

20 Q. (By Mr. Bruce) And, again, how many completion 

21 stages w i l l Mewbourne run? 

22 A. We run^a packers and p o r t system i n t h i s Bone 

23 Spring i n t e r v a l , and w e ' l l use about 20 p o r t s i n t h i s 

24 i n t e r v a l ^ ' " 

25 Q. I n your o p i n i o n , i s the g r a n t i n g o f t h i s 
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1 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 

2 prevention of waste? 

3 A. I t i s . 

4 Q. And were E x h i b i t s 7 through 11 prepared by you or 

5 compiled from company business records? 

6 A. They were. 

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

8 admission of E x h i b i t s 7 through 11. 

9 MR. EXAMINER: E x h i b i t s 7 through 11 w i l l be 

10 admitted. ' " ~~ " ' — — 

11 [ E x h i b i t s 7 through 11 admitted.] 

12 MR. BRUCE: I have no f u r t h e r questions. 

13 MR. EXAMINER: Any questions? 

14 EXAMINER BROOKS: No questions. 

15 MR. EXAMINER: Now, what i s the p a r t i c u l a r 

16 name of the pool, do you know that? 

17 MR. CLESS: I t i s the Parkway Bone Spring. 

18 MR. EXAMINER: Parkway? 

19 MR. CLESS: Parkway Bone Spring. 

2 0 MR. EXAMINER: Okay. Somebody was not 

21 l o o k i n g at i t at a l l , r i g h t ? 

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

23 MR. EXAMINER: Do you have an API number f o r 

24 the well? 

25 MR. CLESS: I do. 
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25 

MR. EXAMINER: What - i s i t ? 

MR. CLESS 

MR. EXAMINER: ̂ "Tou may step down. At t h i s 

p o i n t case number 1484.0 w i l l be taken under advisement. 

[Case number 14840 taken under advisement.] 

*<tBLt.W9by c^rttfy } V ^ h * 
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