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1 (9:19 a.m.) 

2 EXAMINER BROOKS: C a l l Case Number 15037, 

3 a p p l i c a t i o n of Mewbourne O i l Company f o r a nonstandard 

4 o i l spacing and p r o r a t i o n u n i t and unorthodox o i l w e l l 

5 l o c a t i o n and compulsory p o o l i n g Eddy County, New Mexico. 

6 Appearances? 

7 MR. BRUCE: Mr. Examiner, Jim Bruce 

8 representing the Ap p l i c a n t . I have two witnesses. 

9 EXAMINER BROOKS: W i l l the witnesses please 

10 stand, i d e n t i f y yourselves f o r the court reporter? 

11 Oh, I'm so r r y . Do you -- are you --

12 MR. WILLIAM GREGORY: We're not w i t h the 

13 o i l company. We're j u s t leaseholders. 

14 EXAMINER BROOKS: Do you want t o enter an 

15 appearance i n t h i s case, or are you j u s t here t o 

16 observe? 

17 MR. WILLIAM GREGORY: We ask f o r a b r i e f 

18 appearance. 

19 EXAMINER BROOKS: Okay. Then l e t ' s go back 

20 t o where we entered the appearances and i f y o u ' l l s t a t e 

21 your appearances on the record. 

22 MR. WILLIAM GREGORY: I'm B i l l Gregory, 

23 E r v i n Gregory, W i l l i a m E r v i n Gregory. And I'm here as 

24 an owner of an i n t e r e s t t h a t may be a f f e c t e d by 

25 compulsory p o o l i n g . 
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EXAMINER BROOKS: Okay. And do you want t o 

2 enter an appearance? 

3 MR. TOM GREGORY: Yes. I'm Tom Gregory. I 

4 probably won't say very much, but I'm here t o enter an 

5 appearance. 

6 EXAMINER BROOKS: I f you want t o make a 

7 statement, then I be l i e v e you should be sworn, since 

8 t h i s i s an ad j u d i c a t o r y case. I t ' s not re q u i r e d f o r 

9 rulemaking. 

10 Would a l l the witnesses, i n c l u d i n g those 

11 who wish t o make statements, please stand, i d e n t i f y 

12 yourselves? 

13 I b e l i e v e you already have. 

14 And the court r e p o r t e r w i l l swear the 

15 witnesses. 

16 MR. CLESS: Nate Cless, Midland, Texas. 

17 MR. MITCHELL: Corey M i t c h e l l , Midland, 

18 Texas. 

19 MR. WILLIAM GREGORY: W i l l i a m Gregory, 

20 Albuquerque , New Mexico. 

21 MR. TOM GREGORY: Tom Gregory, Albuquerque, 

22 New Mexico. 

23 (Mr. M i t c h e l l , Mr. Cless, Mr. W i l l i a m E r v i n 

24 Gregory and Mr. Tom Gregory sworn.) 

25 
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1 COREY MITCHELL, 

2 a f t e r having been f i r s t d u ly sworn under oath, was 

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

4 DIRECT EXAMINATION 

5 BY MR. BRUCE: 

6 Q. Mr. M i t c h e l l , where do you reside? 

7 A. Midland, Texas. 

8 Q. Who do you work f o r and i n what capacity? 

9 A. Mewbourne O i l Company as a landman. 

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

11 D i v i s i o n ? 

12 A. Yes, s i r . 

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

14 petroleum landman accepted as a matter of record? 

15 A. Yes, s i r . 

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

17 i n t h i s case? 

18 A. Yes, s i r . 

19 MR. BRUCE: Mr. Examiner, I tender 

20 Mr. M i t c h e l l as an expert petroleum landman. 

21 EXAMINER BROOKS: So q u a l i f i e d . 

22 Q. (BY MR. BRUCE) Mr. M i t c h e l l , could you i d e n t i f y 

23 E x h i b i t 1 f o r the Examiner, and i d e n t i f y the name of the 

24 w e l l t h a t we1 re here about today? 

25 A. E x h i b i t 1 i s a Midland Map Company land p l a t of 
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1 Township 23 South, Range 28 East, w i t h the east 

2 h a l f - e a s t h a l f of Section 35 h i g h l i g h t e d , which i s the 

3 p r o r a t i o n u n i t f o r our Layla 35 PA #1H w e l l . 

4 Q. And what formation i s being t e s t e d by t h i s 

5 well? 

6 A. The Bone Spring Formation. 

7 Q. And does Mewbourne have a g e o l o g i s t t o discuss 

8 the geology of the Bone Spring? 

9 A. Yes, s i r . 

10 Q. I n which -- j u s t l o o k i n g a t the quar t e r - q u a r t e r 

11 sections, where i s the surface and where i s the 

12 bottom-hole locations? 

13 A. The surface i s the southeast of the southeast, 

14 and the bottom hole i s the northeast of the northeast. 

15 Q. Now, I be l i e v e t h i s w e l l i s located i n the 

16 South Culebra Bone Spring pool. 

17 A. That's c o r r e c t . 

18 MR. BRUCE: Mr. Examiner, under Order 

19 RC-139, i t ' s spaced on 80 acres w i t h w e l l s t o be w i t h i n 

20 150 f e e t of the center of the qu a r t e r - q u a r t e r section. 

21 EXAMINER BROOKS: Right. And we have a 

22 case under advisement on t h a t . 

23 MR. BRUCE: Correct. But at t h i s p o i n t , 

24 i t ' s s t i l l unorthodox. 

25 Q. (BY MR. BRUCE) And I be l i e v e , Mr. M i t c h e l l , the 
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f o r the unorthodox l o c a t i o n i s simply t o lengthen 

2 the pr o d u c t i v e p o r t i o n of the wellbore? 

3 A. That i s c o r r e c t . 

4 Q. Could you i d e n t i f y E x h i b i t 2 f o r the Examiner? 

5 A. E x h i b i t 2 i s our t r a c t ownership f o r t h i s w e l l . 

6 and i t ' s s p l i t out i n t o the d i f f e r e n t t r a c t s t h a t make 

7 up the 160-acre p r o r a t i o n u n i t . 

8 Q. And you l i s t c e r t a i n unleased i n t e r e s t owners. 

9 and we 1 11 get i n t o t h a t , who i s being pooled, correct? 

10 A. Yes, s i r . 

11 Q. Let's sk i p an e x h i b i t and go t o E x h i b i t 4, 

12 Mr. M i t c h e l l . What i s E x h i b i t 4? 

13 A. E x h i b i t 4 i s a copy of p o r t i o n s of our t i t l e 

14 o p i n i o n , dated May 16th, 2011, which sets out c e r t a i n 

15 aspects of the issues w i t h the ownership on t h i s 

16 p a r t i c u l a r s e c t i o n . 

17 Q. And back i n -- I t h i n k i t ' s an exception t o 

18 T i t l e 15. I t goes i n t o great deal about the ownership 

19 of -- the possible ownership of these various i n t e r e s t s ? 

20 A. Yes, s i r . 

21 Q. And t h a t i s what the Gregorys own, correct? 

22 A. Correct. 

23 Q. And does the t i t l e o p inion i t s e l f i d e n t i f y --

24 t h i s i s only a p o r t i o n of the t i t l e o p i n ion, correct? 

25 A. Yes, s i r . 
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1 Q. And the l a s t two pages t h a t are a p a r t of t h i s 

2 e x h i b i t , does t h i s t i t l e o p i n i o n i d e n t i f y the people who 

3 do or may own an i n t e r e s t i n t h i s ? I t h i n k the t o t a l 

4 i n t e r e s t i s 12.6, correct? 

5 A. Yes, s i r . There i s approximately 30 or so 

6 i n d i v i d u a l s or e n t i t i e s t h a t could make a claim t o t h i s 

7 i n t e r e s t . 

8 Q. And a number of these people are unlocatable, 

9 correct? 

10 A. Yes, s i r . 

11 Q. Now, Mewbourne has been out here -- the t i t l e 

12 o p i n i o n was over two years ago. Has Mewbourne been 

13 attempting t o i d e n t i f y the l o c a t i o n s of a l l the i n t e r e s t 

14 owners i d e n t i f i e d i n the t i t l e opinion? 

15 A. Yes, s i r . 

16 Q. And there have been, what, three other hearings 

17 i n v o l v i n g t h i s same pr o p e r t y here, Section 35, correct? 

18 A. Yes, s i r . 

19 Q. Has Mewbourne made a g o o d - f a i t h e f f o r t t o 

20 lo c a t e a l l of these p o t e n t i a l i n t e r e s t owners? 

21 A. Yes, s i r . 

22 Q. As t o the i n t e r e s t owners you could l o c a t e , 

23 were w e l l proposals sent t o the p a r t i e s ? 

24 A. Yes, s i r . 

25 Q. Not only on t h i s w e l l , but on several other 
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1 w e l l s , correct? 

2 A. Yes, s i r . 

3 Q. A couple of other w e l l s , anyway. 

4 Does E x h i b i t 3 contain copies of the w e l l 

5 proposals, as w e l l as a summary of the contacts w i t h the 

6 various i n t e r e s t owners? 

7 A. Yes, s i r . 

8 Q. Now, i n the l a s t hearing, which involved t h i s 

9 property, some members of the Panagopoulos f a m i l y showed 

10 up, correct? 

11 A. Correct. 

12 Q. And what i s Mewbourne doing w i t h respect t o the 

13 Panagopoulos family? 

14 A. We are keeping them updated w i t h the amount of 

15 money i n suspense on the p r e v i o u s - d r i l l e d w e l l s , I 

16 be l i e v e on a monthly basis, so they can f i g u r e out at 

17 which time i t i s b e n e f i c i a l f o r them t o conduct a q u i e t 

18 t i t l e s u i t . 

19 Q. Would you be w i l l i n g t o send the same 

20 i n f o r m a t i o n t o the Gregory family? 

21 A. Yes, s i r . 

22 MR. WILLIAM GREGORY: Thank you. 

23 Q. {BY MR. BRUCE) I n your opinion, has Mewbourne 

24 O i l Company made a g o o d - f a i t h e f f o r t t o locate the 

25 p a r t i e s or t o o b t a i n t h e i r v o l u n t a r y j o i n d e r i n the 
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1 well? 

2 A. Yes, s i r . 

3 Q. Could you i d e n t i f y E x h i b i t 5 and discuss the 

4 cost of the proposed well? 

5 A. E x h i b i t 5 i s our AFE which sets out the 

6 estimated costs f o r d r i l l i n g t h i s w e l l . We have an 

7 estimated dry-hole cost of $1,760,300 and a completed 

8 w e l l cost of $4,394,300. 

9 Q. And i n your o p i n i o n , i s t h i s cost f a i r and 

10 reasonable and equivalent t o the cost of other w e l l s 

11 d r i l l e d i n t h i s -- 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 

12 t h i s depth i n t h i s area of New Mexico? 

13 A. Yes, s i r . 

14 Q. Do you have a recommendation as t o the amounts 

15 which should be granted t o Mewbourne f o r overhead and 

16 a d m i n i s t r a t i v e expenses? 

17 A. Yes, s i r . We are requesting 7,000 a month f o r 

18 d r i l l i n g and 700 a month f o r producing, which are the 

19 same rates i n our JOA w i t h the other partners i n the 

20 w e l l s . 

21 Q. I n your o p i n i o n , are those rates f a i r and 

22 reasonable? 

23 A. Yes, s i r . 

24 Q. Do you request t h a t a cost plus 200-percent 

25 p e n a l t y be assessed against nonconsenting i n t e r e s t 
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1 owners? 

2 A. Yes, s i r . 

3 Q. Looking a t E x h i b i t 6, my A f f i d a v i t of Notice, 

4 Mr. M i t c h e l l , does the e x h i b i t attached t o my no t i c e 

5 l e t t e r c o n t a i n the current addresses of a l l the people 

6 f o r whom you could l o c a t e addresses? 

7 A. Yes, s i r . 

8 MR. BRUCE: And, Mr. Examiner, most of the 

9 people d i d receive n o t i c e . There are a couple at the . 

10 back where n o t i c e was l e f t , but the c e r t i f i e d mail 

11 hadn't been picked up. However, i n the other three 

12 hearings, we have given -- couple of hearings, anyway, 

13 we have given n o t i c e t o these same people, and I can get 

14 you the case numbers. But the people we mailed t o d i d 

15 receive n o t i c e . So I bel i e v e those are v a l i d addresses. 

16 And, Mr. Examiner, E x h i b i t 7 i s simply the 

17 A f f i d a v i t of P u b l i c a t i o n t o the p a r t i e s who we may not 

18 have had v a l i d addresses f o r . 

19 I j u s t n o t i c e d t h a t I put Wi l l i a m Gregory's 

20 name i n there, but obviously t h a t ' s not necessary 

21 anymore. 

22 Q. (BY MR. BRUCE) And what i s E x h i b i t 8, 

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

24 A. E x h i b i t 8 l i s t s the o f f s e t ownership. 

25 Q. Have any of the o f f s e t s objected t o the w e l l 
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1 u n i t or the w e l l ' s l o c a t i o n ? 

2 A. No, s i r . 

3 MR. BRUCE: And, Mr. Examiner, 9 i s simply 

4 my A f f i d a v i t of Notice t o the o f f s e t s , and they a l l d i d 

5 receive n o t i c e . 

6 Q. (BY MR. BRUCE) Mr. M i t c h e l l , i n your opinion, 

7 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 i n t e r e s t of 

8 conservation and the prevention of waste? 

9 A. Yes, s i r . 

10 Q. And were E x h i b i t s 1 through 9 e i t h e r prepared 

11 by you or under your supervision or compiled from 

12 company business records? 

13 A. Yes, s i r . 

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

15 admission of E x h i b i t s 1 through 9. 

16 EXAMINER BROOKS: 1 through 9? Okay. 

17 1 through 9 are admitted. 

18 (Mewbourne E x h i b i t Numbers 1 through 9 

19 were o f f e r e d and admitted i n t o evidence.) 

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

21 of the witness. 

22 EXAMINER BROOKS: Okay. 

23 CROSS-EXAMINATION 

24 BY EXAMINER BROOKS: 

25 Q. You have t h i s t r a c t ownership on E x h i b i t 2, and 
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you l i s t , i n Tract 3, "Unleased Uncertain Owners." 

2 Those are the people w i t h t i t l e opinions? 

3 A. Yes, s i r , Tract 3 and Tract 4. 

4 Q. Tract 3 and Tract 4. Okay. 

5 There are no outstanding i n t e r e s t s i n 

6 Tracts 1 and 2, then? 

7 A. No, s i r . 

8 Q. These Penroc, Chevron and Seguro, are they a l l 

9 committed? 

10 A. Yes, s i r . 

11 Q. Okay. So these unleased owners -- w e l l , they 

12 are unleased. You s a i d they're unleased. So they own 

13 3.6 percent i n Tracts 3 and 4, r i g h t ? 

14 A. Yes, s i r . And i t comes out t o 2.25 percent 

15 throughout the u n i t . 

16 Q. Do you have an API number f o r t h i s well? 

17 A. Yes, s i r . I t i s 3001540967. 

18 Q. 40967? 

19 A. Yes, s i r . 

20 Q. And Mr. Bruce said t h a t the NSL was being 

21 considered because of the 80-acre u n i t i n the center of 

22 the q u a r t e r - q u a r t e r s e c t i o n r e s t r i c t i o n . You're 

23 s t a r t i n g out from 150 from the south. How f a r n o r t h of 

24 t h a t are you going t o have your f i r s t perf? Do you have 

25 an idea? 
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1 A. I be l i e v e w e ' l l be l e g a l on our f i r s t p e r f , but 

2 I be l i e v e the g e o l o g i s t can b e t t e r answer t h a t . 

3 Q. Okay. I ' l l ask the g e o l o g i s t on t h a t . 

4 Now, d i d you t e s t i f y t o overhead 

5 a d m i n i s t r a t i v e overhead rates? 

6 A. Yes, s i r . 

7 Q. And what were they? 

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

9 producing. 

10 Q. And what, again, i s the formation i n t h i s well? 

11 What's the t a r g e t formation? 

12 A. The Bone Spring Formation. 

13 Q. And you sai d i t was South Culebra B l u f f s ? 

14 A. Yes, s i r . I be l i e v e t h a t ' s Code 15011. 

15 Q. That's good. 

16 And you're requesting -- you're requesting 

17 compulsory p o o l i n g only i n the Bone Spring Formation? 

18 A. Yes, s i r . 

19 Q. I should have a l i s t of the thi n g s I need t o 

20 ask you, but I don't. I t h i n k t h a t ' s b a s i c a l l y a l l of 

21 them. 

22 EXAMINER BROOKS: So I w i l l pass the 

23 witness and l e t our ge o l o g i s t ask you questions i f he 

24 has any. 

25 EXAMINER G0ET2E: I have no quest ions f o r 
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1 t h i s witness. You've done a thorough j o b . 

2 MR. BRUCE: I don't know i f the Gregorys 

3 have any questions. 

4 EXAMINER BROOKS: Do you want t o question 

5 the witness? 

6 MR. WILLIAM GREGORY: I'd l i k e t o i f I 

7 could, I ' d l i k e t o compliment Mewbourne f o r keeping us 

8 i n the loop. I mean, they've done an exemplary job. 

9 I've looked up t h e i r c r e d e n t i a l s , and even the School of 

10 Petroleum over a t Oklahoma State i s named a f t e r 

11 Mewbourne. 

12 THE WITNESS: With Oklahoma U n i v e r s i t y . 

13 MR. WILLIAM GREGORY: Right. 

14 THE WITNESS: You don't want t o confuse 

15 t h a t w i t h them. T h e y ' l l get --

16 (Laughter.) 

17 MR. WILLIAM GREGORY: But I wanted t o t e l l 

18 you -- I mean, I appreciate t h i s . We've r e a l l y learned 

19 a l o t . We've been t r y i n g t o get up w i t h the education 

20 t h a t we needed i n order t o understand, as leaseholders 

21 here, the d i f f e r e n c e between the forced p o o l i n g and the 

22 v o l u n t a r y , and we want a good working r e l a t i o n s h i p w i t h 

23 you gentlemen. We d i d n ' t n e c e s s a r i l y have one w i t h some 

24 of the other o i l companies t h a t were i n there, but we 

25 want you t o know t h a t . 
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1 THE WITNESS: Yeah. We appreciate t h a t , 

2 and i t ' s j u s t a unique s i t u a t i o n on t h i s one. 

3 MR. WILLIAM GREGORY: We understand the 

4 t r u s t --we understand the t r u s t and the problems t h a t 

5 you've got w i t h a l l the d i f f e r e n t owners, and once 

6 the -- i f there i s a q u i e t t i t l e a c t i o n , we want you t o 

7 bel i e v e --we want t o work w i t h you, you know. We've 

8 had problems w i t h the past o i l companies, but i t seems 

9 l i k e you're a d i f f e r e n t k i n d of an animal. 

10 THE WITNESS: We'll do everything we can t o 

11 help out and t r y t o get t h i s resolved. 

12 MR. WILLIAM GREGORY: Okay. I appreciate 

13 you sending us the documentation on the production f o r 

14 the t r u s t . 

15 EXAMINER BROOKS: I'm sorry, I don't 

16 remember your name. 

17 MR. WILLIAM GREGORY: Erv i n Gregory. 

18 EXAMINER BROOKS: Do you have any questions 

19 of the witness? 

2 0 MR. WILLIAM GREGORY: I don't. 

21 EXAMINER BROOKS: Very good. 

22 Anything f u r t h e r , Mr. Bruce? 

23 MR. BRUCE: No, s i r . 

24 EXAMINER BROOKS: The witness may step 

25 down, and c a l l your next w i tnes s . 
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MR. BRUCE: C a l l Mr. Cless t o the stand. 

2 NATE CLESS, 

3 a f t e r having been p r e v i o u s l y sworn under oath, was 

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

5 DIRECT EXAMINATION 

6 BY MR. BRUCE: 

7 Q. Mr. Cless, who do you work f o r and i n what 

8 capacity? 

9 A. I work f o r Mewbourne O i l Company as a 

10 g e o l o g i s t . 

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

12 D i v i s i o n ? 

13 A. Yes, I have. 

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

15 petroleum g e o l o g i s t accepted as a matter of record? 

16 A. Yes, they were. 

17 Q. Are you f a m i l i a r w i t h the geology involved i n 

18 t h i s case? 

19 A. Yes, s i r . 

20 MR. BRUCE: Mr. Examiner, I tender 

21 Mr. Cless as an expert petroleum g e o l o g i s t . 

22 EXAMINER BROOKS: He i s so q u a l i f i e d . 

23 Q. (BY MR. BRUCE) Mr. Cless, can you i d e n t i f y 

24 E x h i b i t 10 f o r the Examiner? 

25 A. Yeah. E x h i b i t 10 i s a s t r u c t u r e map on what 
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1 I'm c a l l i n g the 2nd Bone Spring Sand middle marker, and 

2 I ' l l get i n t o d e t a i l on e x a c t l y what t h a t marker i s 

3 l a t e r . 

4 Also on t h i s map I've i d e n t i f i e d a l l the 

5 w e l l s t h a t produce out of the Bone Spring Formation. 

6 The Bone Spring Formation i s -- there are probably many 

7 d i f f e r e n t subformations i n there. The t a r g e t i n t e r v a l 

8 t h a t we're l o o k i n g a t i s the 2nd Bone Spring Sand. I f 

9 you look on t h i s map, a l l the w e l l s -- there i s r e a l l y 

10 only one w e l l t h a t produces out of the 2nd Bone Spring 

11 Sand, and i t ' s a h o r i z o n t a l w e l l t h a t we've d r i l l e d i n 

12 the east half-west h a l f -- or the west h a l f - e a s t h a l f of 

13 Section 35. 

14 The w e l l t h a t we're proposing t o d r i l l i s 

15 i n the east h a l f - e a s t h a l f of Section 35. 

16 As f a r as the s t r u c t u r e goes t h a t ' s 

17 concerned through here, b a s i c a l l y , i t ' s t r e n d i n g 

18 north-south. We don't b e l i e v e there are any major 

19 s t r u c t u r a l components t o the -- t o the production of 

20 t h i s w e l l . 

21 Q. You mention the d i f f e r e n t Bone Spring zones. 

22 I t looks l i k e almost a l l of them are productive at l e a s t 

23 somewhere i n t h i s area. 

24 A. Yes, s i r . 

25 Q. Now, so there are m u l t i p l e zones t h a t could be 
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1 t e s t e d w i t h i n the Bone Spring? 

2 A. Yes, s i r . We b e l i e v e there i s q u i t e a b i t of 

3 o p p o r t u n i t y f o r f u t u r e w e l l s i n the Bone Spring i n t h i s 

4 i n t e r v a l . 

5 Q. Could you i d e n t i f y E x h i b i t 11 f o r the Examiner? 

6 A. E x h i b i t 11 i s a net isopach map of the 2nd Bone 

7 Spring Sand. I t ' s r e a l l y the lower p a r t of the 2nd Bone 

8 Spring Sand. To the bottom l e f t of each wellbore, i t 

9 goes deep enough. There i s -- there i s a number t h a t ' s 

10 the net p o r o s i t y greater than t e n percent of the Lower 

11 2nd Bone Spring Sand. So through t h i s i n t e r v a l --

12 through the east h a l f - e a s t h a l f of Section 35, we 

13 a n t i c i p a t e t h a t the net thickness w i l l be roughly 40 t o 

14 50 f e e t t h i c k across t h i s -- across t h i s 160 acres. 

15 I've also i d e n t i f i e d the l o c a t i o n of my 

16 next e x h i b i t , which i s a cross s e c t i o n , A t o A prime, 

17 and i t ' s a t h r e e - w e l l cross s e c t i o n t h a t covers these 

18 three w e l l s -- the three c l o s e s t w e l l s t o t h i s area. 

19 Q. So the o f f s e t t i n g w e l l i s the 2nd Bone Spring, 

20 correct? 

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

22 Q. I n t h a t w e l l , d i d each q u a r t e r - q u a r t e r s e c t i o n 

23 c o n t r i b u t e t o production? 

24 A. Yes, s i r , we b e l i e v e i t d i d . 

25 Q. Move t o E x h i b i t 12, then. 
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1 A. So E x h i b i t 12 i s a t h r e e - w e l l cross s e c t i o n , 

2 again going from the w e l l i n 35C down t o the w e l l i n 

3 351, and then over t o the w e l l i n 36E. 

4 And then t o the r i g h t of each -- t o the 

5 r i g h t , I've i d e n t i f i e d b a s i c a l l y the top of the 2nd Bone 

6 Spring Sand and then what we're c a l l i n g a h o r i z o n t a l 

7 t a r g e t , which i s the 2nd Bone Spring, what we c a l l the C 

8 Sand. That's j u s t an i n t e r n a l designation we give t o 

9 t h a t i n t e r v a l . 

10 But you can see the t o t a l thickness -- the 

11 gross thickness of the 2nd Bone Spring Sand i s p r e t t y 

12 uniform across t h i s e n t i r e area. We have d e n s i t y and 

13 p o r o s i t y logs on the w e l l i n 35C and the w e l l i n 36C, 

14 and you can see t h a t the average p o r o s i t y i n there i s 

15 about 10 t o 12 percent throughout the 2nd Bone Spring 

16 Sand. 

17 This cross s e c t i o n i s hung on the base of 

18 the 2nd Bone Spring Sand. And the marker t h a t I used t o 

19 make my s t r u c t u r e map i s t h a t 2nd Bone Spring middle 

20 marker, and i t ' s t h a t dashed black l i n e through there. 

21 And t h a t ' s a p r e t t y good marker, a p r e t t y consistent 

22 marker throughout t h i s area. 

23 Q. I n your opinion, w i l l each qu a r t e r - q u a r t e r 

24 s e c t i o n i n the proposed w e l l u n i t c o n t r i b u t e t o 

25 production? 
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1 A. Yes, s i r . 

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

3 A. So E x h i b i t 13 i s a j u s t a production t a b l e of 

4 a l l the w e l l s i n t h i s n i n e - s e c t i o n area t h a t produce out 

5 of the Bone Spring i n t e r v a l . 1 1ve i d e n t i f i e d the name 

6 of the w e l l , the operator, i t s API, where i t 1 s located, 

7 whether i t ' s a v e r t i c a l w e l l or a h o r i z o n t a l w e l l , when 

8 i t was completed i n the Bone Spring, what i t s production 

9 was, and then the l a s t column i s what i n t e r v a l the Bone 

10 Spring i s completed. 

11 So j u s t l o o k i n g a t t h a t l a s t column, you 

12 can see t h a t most of these w e l l s i n t h i s area are 

13 completed i n the Avalon Shale, and most of them are a l l 

14 v e r t i c a l w e l l s . The bottom f o u r w e l l s on here are a l l 

15 h o r i z o n t a l w e l l s , and three of those w e l l s have also 

16 been d r i l l e d i n the Avalon Shale. And then the very 

17 bottom w e l l , which i s h i g h l i g h t e d i n yellow, i s our w e l l 

18 t h a t we r e c e n t l y completed i n the 2nd Bone Spring Sand. 

19 And t h a t w e l l , i t was completed i n May of t h i s year, and 

20 i t ' s made 15,000 b a r r e l s of o i l , and t h a t ' s j u s t one 

21 month of production. So we bel i e v e t h a t i t i s an 

22 economic w e l l ; i t ' s going t o be a good w e l l , and I t h i n k 

23 t h a t helps us t o bel i e v e t h a t the east h a l f - e a s t h a l f of 

24 Section 35 w i l l also be productive. 

25 Q. I n l o o k i n g a t the v e r t i c a l w e l l s , a t h i r d t o 
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1 h a l f of them were f a i r l y decent Bone Spring w e l l s --

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

3 Q. -- f o r t h e i r era? 

4 A. Uh-huh. 

5 Q. Could you i d e n t i f y E x h i b i t 14 and discuss a 

6 l i t t l e b i t about the d r i l l i n g and completion of the 

7 proposed well? 

8 A. Yeah. E x h i b i t 14 i s j u s t the h o r i z o n t a l survey 

9 t h a t we received from The D i r e c t i o n a l D r i l l i n g Company, 

10 and t h a t ' s the company t h a t we're using t o d r i l l the 

11 l a t e r a l p a r t of our h o r i z o n t a l . You can f l i p through 

12 t h a t , and i t ' s j u s t got the exact d e t a i l s of where we 

13 plan t o put our h o r i z o n t a l . 

14 The l a s t few pages -- I guess the 

15 second-to-the-last page i s j u s t a map view of our 

16 proposed l o c a t i o n . I t also shows the l o c a t i o n of the 

17 other -- of the three other h o r i z o n t a l s t h a t have been 

18 d r i l l e d i n t h i s s e c t i o n . 

19 The w e l l i n the west half-west h a l f of 

20 Section 35 i s a Delaware w e l l t h a t we d r i l l e d . And the 

21 w e l l i n the east h a l f of the -- east h a l f of the west 

22 h a l f of 35 i s an Avalon Shale w e l l t h a t we d r i l l e d , and 

23 then the w e l l on the west h a l f - e a s t h a l f of 35 i s the 

24 other 2nd Bone Spring Sand w e l l t h a t we j u s t r e c e n t l y 

25 d r i l l e d , and then our proposed l o c a t i o n i s the east 
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1 h a l f - e a s t h a l f of Section 35. 

2 I guess t o answer a previous question t h a t 

3 you asked our landman, our surface l o c a t i o n i s 150 from 

4 the south, 330 from the east. But then once we land, we 

5 w i l l be at 626 from the south and 362 from the east. So 

6 we w i l l be at a l e g a l l o c a t i o n , and t h a t w i l l be the 

7 l o c a t i o n of our f i r s t p e r f o r a t i o n . 

8 EXAMINER BROOKS: What were those numbers 

9 again? 

10 THE WITNESS: 626 from the south and 362 

11 from the east. 

12 EXAMINER BROOKS: That would be -- would 

13 t h a t be l e g a l even i f the present spacing remains i n 

14 e f f e c t , or i s t h a t --

15 THE WITNESS: I don't b e l i e v e so because 

16 i t ' s too f a r east. 

17 EXAMINER BROOKS: I d i d n ' t t h i n k so e i t h e r , 

18 but i t would be l e g a l i f the a p p l i c a t i o n i s granted. 

19 MR. BRUCE: I s granted, yeah. 

20 EXAMINER BROOKS: Which I see no reason t o 

21 b e l i e v e i t won't be, but i t might be an i n d e f i n i t e time. 

22 You know, i t w i l l be i n d e f i n i t e . 

23 MR. BRUCE: But I t h i n k both the beginning 

24 of production, and then, of course, obviously, the 

25 terminus w i l l be unorthodox. 
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1 EXAMINER BROOKS: Well, we would hope t h a t 

2 we could get the order out before you get the w e l l 

3 d r i l l e d ( l a u g h t e r ) , but maybe t h a t ' s a b i t o p t i m i s t i c . 

4 (Laughter.) 

5 MR. WILLIAM GREGORY: There w i l l be blood 

6 ( l a u g h t e r ) . 

7 EXAMINER BROOKS: Are you through? 

8 MR. BRUCE: I've got a couple follow-up 

9 questions. 

10 Q. (BY MR. BRUCE) Were E x h i b i t s 10 through 13 

11 prepared by you? 

12 A. Yes, they were. 

13 Q. And was E x h i b i t 14 compiled from Mewbourne's 

14 business records? 

15 A. Yes, i t was. 

16 Q. And 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 

17 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 

18 preve n t i o n of waste? 

19 A. Yes, s i r . 

2 0 MR. BRUCE: Mr. Examiner, I ' d move the 

21 admission of E x h i b i t s 10 through 14. 

22 EXAMINER BROOKS: 10 through 14 are 

23 admitted. 

24 {Mewbourne E x h i b i t Numbers 10 through 14 

25 were o f f e r e d and admi t ted i n t o evidence.) 
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1 EXAMINER BROOKS: And I have no questions 

2 f o r t h i s witness. I ' l l l e t the g e o l o g i s t handle t h a t . 

3 CROSS-EXAMINATION 

4 BY EXAMINER GOETZE: 

5 Q. Just a couple of questions. One, the 

6 north-south seems l i k e a good o r i e n t a t i o n f o r 

7 development here? 

8 A. Yeah, we bel i e v e so. As f a r as i n t h i s 

9 immediate area, there have been no east-west t e s t s . But 

10 we've had good luck i n the Bone Spring d r i l l i n g 

11 north-south, as w e l l as i n other formations, i n the 

12 Avalon Shale and the Delaware, so we have no reason t o 

13 b e l i e v e we need t o go east-west. 

14 Q. And there are going t o be no other t a r g e t s 

15 except f o r the 2nd C Sand? 

16 A. For t h i s p a r t i c u l a r w e l l . 

17 Q. No other questions. Thank you. 

18 MR. BRUCE: Mr. Gregory may have questions. 

19 MR. WILLIAM GREGORY: Not of t h i s witness. 

20 I have a general statement. 

21 EXAMINER BROOKS: Okay. I'm sorry, your 

22 name, the other gentlemen here? 

23 MR. TOM GREGORY: Yeah. Tom Gregory. 

24 MR. WILLIAM GREGORY: And I'm E r v i n 

25 Gregory. 
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1 EXAMINER BROOKS: So you're both 

2 Mr. Gregory? 

3 (Laughter.) 

4 MR. WILLIAM GREGORY: Yes. 

5 MR. TOM GREGORY: Yes. 

6 EXAMINER BROOKS: Does e i t h e r one of you 

7 have any questions -- does e i t h e r Mr. Gregory have any 

8 questions of t h i s witness? 

9 MR. WILLIAM GREGORY: No. 

10 EXAMINER BROOKS: Very good. The witness 

11 may stand down. 

12 And i f you would l i k e t o -- whichever one 

13 of you wants t o go f i r s t , come over and s i t on the 

14 witness stand and make your statement where the court 

15 r e p o r t e r can hear you r e a l w e l l . 

16 MR. WILLIAM GREGORY: Mr. Brooks, thank you 

17 f o r g i v i n g me t h i s time. My name i s E r v i n Gregory, 

18 W i l l i a m E r v i n Gregory. 

19 As an owner of an i n t e r e s t t h a t may be 

20 a f f e c t e d by the a p p l i c a t i o n , I was asked t o appear and 

21 present testimony so t h a t the Gregorys and Ervins would 

22 become a p a r t y of record and not t o be precluded from 

23 c o n t e s t i n g the matter a t a l a t e r date. 

24 I n March 1986, my f a t h e r and Clarence E r v i n 

25 purchased the mineral estate and surface estate from 
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1 Mr. Beeman, a s i n g l e man, and although there are many 

2 producing w e l l s connected t o the land, they 1ve never 

3 received a f a i r p o r t i o n of t h e i r r o y a l t i e s . The o i l 

4 company's landman always claimed t o my f a t h e r and h i s 

5 f r i e n d t h a t there was a comma missing or the t i t l e ' s 

6 muddled, which I c e r t a i n l y don't doubt. 

7 But they were good o l * boys from Carlsbad. 

8 They l i v e d there a l l t h e i r l i v e s . They worked i n the 

9 potash ash mines. They were best f r i e n d s . I was named 

10 a f t e r Clarence E r v i n . 

11 So t o make -- t h i s i s almost done. So we 

12 have a l l t h i s correspondence from d i f f e r e n t landmen from 

13 o i l companies s t a t i n g t h a t there was something wrong, 

14 and they would o c c a s i o n a l l y send us token checks, $1.00, 

15 you know, $2.00. And so I bel i e v e the o i l companies 

16 haven't acted i n our best i n t e r e s t i n the past. I t h i n k 

17 t h a t we are owed more, and we j u s t want what's 

18 r i g h t f u l l y ours. That's i t . 

19 EXAMINER BROOKS: Okay. Did you wish t o 

20 ask Mr. Gregory any questions, Mr. Bruce? 

21 MR. BRUCE: No, s i r . 

22 EXAMINER BROOKS: Nor do I . 

23 EXAMINER GOETZE: I have no questions. 

24 EXAMINER BROOKS: Very good. 

25 Do you also wish t o make a statement? 
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my 

2 statement. 

3 EXAMINER BROOKS: Okay. Very good. 

4 Anything f u r t h e r , Mr. Bruce? 

5 MR. BRUCE: Not i n t h i s case. 

6 EXAMINER BROOKS: I n t h a t case, Case Number 

7 

8 

15037 w i l l be taken under advisement. 

(Case Number 15037 concludes, 9:48 a .m.) 
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