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zz r n 
10 EXAMINER HEARING «=> O 

—1 Li—-
11 October 17, 2013 £J 

•n ° 
12 Santa Fe, New Mexico U (-~^, 

13 — O 

14 BEFORE: DAVID K. BROOKS, CHIEF EXAMINER 

15 

16 

17 
18 This matter came on f o r hearing before the 

New Mexico O i l Conservation D i v i s i o n , David K. Brooks, 
19 Chief Examiner, on Thursday, October 17, 2013, at the 

New Mexico Energy, Minerals and'"Natural* Resources 
20 Department, 1220 South St. Francis Drive, Porter H a l l , 

Room 102, Santa Fe, New Mexico. 
21 
22 
23 REPORTED BY: Mary C. Hankins, CCR, RPR 

New Mexico CCR #2 0 
24 Paul Baca Professional Court Reporters 

500 4th St r e e t , Northwest, Suite 105 
25 Albuquerque, New Mexico 87102 

PAUL BACA PROFESSIONAL COURT REPORTERS 
ab37df7d-f 1 a7-4d28-a122-bf3ef 10c923b 



Page 2 
1 APPEARANCES 

2 FOR APPLICANT MEWBOURNE OIL COMPANY: 

3 JAMES G. BRUCE, ESQ. 
Post O f f i c e Box 1056 

4 Santa Fe, New Mexico 87504 
(505) 982-2043 

5 

6 

j amesbruc@aol.com 

7 
INDEX 

8 PAGE 

Q 

Case Number 15053 Called 3 

y 
Mewbourne O i l Company's Case-in-Chief: 

10 
Witnesses: 

11 
D. Paul Haden 

12 
D i r e c t Examination by Mr. Bruce 3 

13 Cross-Examination by Examiner Brooks 9 

14 Nate Cless: 

15 D i r e c t Examination by Mr. Bruce 10 

16 
Proceedings Conclude 14 

17 
C e r t i f i c a t e of Court Reporter 15 

18 

19 

20 
EXHIBITS OFFERED AND ADMITTED 

21 
Mewbourne O i l Company E x h i b i t Numbers 1 through 10 9 

22 
Mewbourne O i l Company E x h i b i t Numbers 11 through 14 13 

23 

24 

25 

PAUL BACA PROFESSIONAL COURT REPORTERS 
ab37df7d-f 1 a7-4d28-a122-bf3ef 10c923b 



Page 3 

l j (8:35 a.m.) 

2 ; EXAMINER BROOKS: C a l l Case Number 15053, 

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 compulsory pooling, 

5' Eddy County, New Mexico. 

6 MR. BRUCE: Mr. Examiner, Jim Bruce of 

7' Santa Fe repr e s e n t i n g the A p p l i c a n t . I f the record 
1 
1 

8' could r e f l e c t I have the same two witnesses, Paul Haden 

9 and Nate Cless, who have p r e v i o u s l y been sworn and 

10 | q u a l i f i e d as experts. 

11j EXAMINER BROOKS: Okay. The record w i l l so 

12 r e f l e c t . 

13 D. PAUL HADEN, 

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

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

16 DIRECT EXAMINATION 

17j BY MR. BRUCE: 

18 Q. Mr. Haden, could you i d e n t i f y E x h i b i t 1 f o r the 

19 Examiner? 
1 

20j A. E x h i b i t 1 i s a land p l a t of the area. I t shows 

21 our proposed p r o j e c t area i n the south h a l f - s o u t h h a l f 

22 of Section 17, Township 20 South, Range 29 East, Eddy 

23^ County. I t also shows the bottom-hole l o c a t i o n and the 
1 

24 surface l o c a t i o n of t h i s proposed w e l l . The l o c a t i o n of 
25 which i s 400 f e e t from the south l i n e and 200 fee t from 

i 
1 
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1 the west l i n e i n Section 17. And the bottom-hole 

2 l o c a t i o n i s 400 f e e t from the south l i n e and 330 f e e t 

3 from the east l i n e of sai d Section 17. 

4 Q. What i s the name of the well? 

5 A. This i s the proposed Glock 17 MP Federal No. 1H 

6 w e l l . 

7 Q. And i s the formation being pooled the Bone 

8 Spring Formation? 

9 A. That * s c o r r e c t . 

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

11 A. E x h i b i t 2 shows the ownership i n the proposed 

12 w e l l . This comes from our operating agreement. I t 

13 shows the pooled -- pooled p a r t i e s , of which are shown 

14 w i t h a s t e r i s k s beside the names. The t o t a l number of 

15 these pooled p a r t i e s represents a 0.9726265 percent 

16 working i n t e r e s t . 

17 Q. What i s E x h i b i t 3? 

18 A. E x h i b i t 3 i s a p a r t i a l copy of our opinion of 

19 t i t l e dated J u l y 31st, 2013. I t has page 1 of t h i s 

20 t i t l e o p i n ion, and i t also has an e x h i b i t attached t o 

21 i t , which i s E x h i b i t A, which shows the ownership i n the 

22 w e l l u n i t . 

2 3 On page 2, i t shows who the working 
24 i n t e r e s t owners are , as t o the Bone Spr ing Formation, 

25 be ing Mewbourne O i l Company, w i t h a seven-and-a-quarter-
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1 percent working i n t e r e s t ; Great Western D r i l l i n g , 

2 L i m i t e d w i t h an 8.0595-percent working i n t e r e s t ; Davoil, 

3 Inc., 4.4405-percent i n t e r e s t ; and Brooks O i l & Gas, 

4 I n t e r e s t s , L i m i t e d , .25 percent. 

5 On page 4, f i v e , s i x , seven, e i g h t and 

6 nine, i t shows the ownership i n the east h a l f of Section 

7 17. As you can see, there are numerous owners. These 

8 owners came about chain of t i t l e through Coquina O i l 

9 Corporation. They were l i m i t e d partners of Coquina O i l 

10 Corporation. And, of course, Coquina O i l Corporation i s 

11 now a defunct company. I b e l i e v e i t merged i n t o e i t h e r 

12 Conoco or P h i l l i p s O i l Company. 

13 Q. Since i t 1 s Coquina, these p a r t i e s probably 

14 acquired t h e i r i n t e r e s t about 40 years ago? 

15 A. Yes, s i r , they d i d . 

16 Q. So I assume there i s probably very l i t t l e i n 

17 the county or f e d e r a l records regarding these i n t e r e s t 

18 owners? 

19 A. That's r i g h t . 

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

21 A. E x h i b i t 4 i s a summary of the communications 

22 w i t h the pooled or proposed pool p a r t i e s . I t i n d i c a t e s 

23 the dates i n which our w e l l proposals were sent t o them. 
24 I t also i n d i c a t e s the follow-up l e t t e r s and/or c a l l s t o 

25 them. I t also -- i n some of these, i t i n d i c a t e s t h a t 
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1 the l e t t e r was sent, but the l e t t e r was returned due t o 

2 a bad address, because these addresses are so o l d , and 

3 some of these people are probably deceased. We used the 

4 I n t e r n e t t o t r y t o f i n d these people, and t h i s i s the 

5 r e s u l t of t h a t search here. 

6 Q. So a number of these people were unlocatable? 

7 A. Unlocatable, t h a t ' s c o r r e c t . 

8 Q. I s E x h i b i t 5 merely copies of the 

9 correspondence backing up E x h i b i t 4? 

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

11 Q. I n your o p i n i o n , has Mewbourne made a 

12 g o o d - f a i t h e f f o r t e i t h e r t o o b t a i n the v o l u n t a r y j o i n d e r 

13 of the i n t e r e s t owners i n the w e l l or t o locate the 

14 whereabouts of the i n t e r e s t owners? 

15 A. Yes, we b e l i e v e we have. 

16 Q. What i s E x h i b i t 6? 

17 A. E x h i b i t 6 i s a copy of our AFE f o r t h i s w e l l , 

18 which i s , again, the Glock 17 MP Federal No. 1H w e l l . 

19 I t i n d i c a t e s the surface l o c a t i o n and bottom-hole 

20 l o c a t i o n , and also the estimated costs of $2,395,300, 

21 cost t o case and p o i n t , w i t h a completed w e l l cost of 

22 $5,314,100. This AFE i s dated May 3rd, 2013. 

23 Q. I s t h i s cost f a i r and reasonable and i n l i n e 

24 w i t h the costs of other w e l l s d r i l l e d t o t h i s depth i n 

25 Eddy County? 
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1 A. We f i n d t h a t i t i s . 

2 Q. I f p a r t i e s go nonconsent i n t h i s w e l l , do you 

3 request t h a t a r i s k charge of cost plus 200 percent be 

4 assessed against them? 

5 A. Yes, we do. 

6 Q. What overhead r a t e s do you request i n t h i s 

7 well? 

8 A. We are requesting 7,000 f o r a d r i l l i n g w e l l 

9 r a t e and $700 f o r producing w e l l r a t e . 

10 Q. And are those costs reasonable and i n l i n e w i t h 

11 the costs of those charged by Mewbourne and other 

12 operators i n t h i s area? 

13 A. I n t h i s p a r t i c u l a r area, c o r r e c t . 

14 Q. Are these also i n the JOA w i t h the other 

15 l o c a t a b l e working i n t e r e s t owners? 

16 A. Yes, they are. 

17 Q. And was n o t i c e sent t o the p a r t i e s f o r whom you 

18 could l o c a t e current addresses? 

19 A. Yes. This i s E x h i b i t Number 7. 

20 MR. BRUCE: And, Mr. Examiner, i f you look 

21 at E x h i b i t 7, the f i n a l two pages, I never got anything 

22 back from Henry Landers and Grover S w i f t . As a r e s u l t , 

23 I published another n o t i c e i n the newspaper, and I'm 

24 going t o have t o ask t h a t t h i s case be continued f o r two 

25 weeks so t h a t the p u b l i c a t i o n can be made and submitted 
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t o the D i v i s i o n . 

2 EXAMINER BROOKS: Okay. 

3 MR. BRUCE: And E x h i b i t 8, Mr. Examiner, i s 

4 an A f f i d a v i t of P u b l i c a t i o n f o r the unlocatable i n t e r e s t 

5 owners t h a t was published several weeks ago i n the 

6 Carlsbad Current-Argus. 

7 Q. (BY MR. BRUCE) Mr. Haden, what i s E x h i b i t 9? 

8 A. E x h i b i t 9 i s a l i s t i n g of the o f f s e t operators 

9 who were n o t i f i e d of our w e l l u n i t . 

10 Q. And other than Mewbourne, the only other 

11 operator i s Yates Petroleum, correct? 

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

13 Q. And was n o t i c e given t o Yates? 

14 A. They were. 

15 Q. Is t h a t r e f l e c t e d i n E x h i b i t 10? 

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

17 Q- I n your opinion, i s the g r a n t i n g of t h i s 

18 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 

19 prevention of waste? 

20 A. Yes, i t i s . 1 

21 Q. And were E x h i b i t s 1 through 10 prepared by you 

22 or compiled from company business records? 

23 A. Yes, they were. 

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

25 admission of E x h i b i t s 1 through 10. 
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EXAMINER BROOKS: 1 through 10 w i l l be 

2 admitted • 

3 (Mewbourne E x h i b i t Numbers 1 through 10 

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

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

6 the witness. 

7 CROSS-EXAMINATION 

8 BY EXAMINER BROOKS: 

9 Q. Well, I guess ev e r y t h i n g I r e a l l y need t o know 

10 i s on the C-102, except t h a t I d i d not make a n o t a t i o n 

11 of t h e i r requested overhead r a t e s . 

12 A. 7,000 and 700. 

13 Q. How come t h i s one i s less than the other? 

14 A. Well, t h i s i s a deeper w e l l . I t takes longer 

15 t o --

16 Q. The other one was 8,000. 

17 A. Pardon? 

18 Q. The l a s t one was 8,000. 

19 A. Yeah, 8,000 and 800. 

20 Q- Yeah. And t h i s i s 7,000 and 700? 

21 A. Yes. Those r a t e s are i n our operating 

22 agreements. 

23 Q. Is t h a t the only reason they're d i f f e r e n t , 

24 because of d i f f e r e n t o p e r a t i n g agreements or --

25 A. Well, these are two d i f f e r e n t areas. 
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1 Q. Okay. Have you f i g u r e d the p o i n t where you 

2 i n t e n d t o place the f i r s t p e r f o r a t i o n ? 

3 A. I ' l l have t o defer t o our g e o l o g i s t . 

4 Q. Very good. Nothing f u r t h e r . 

5 • NATE CLESS, 

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

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

8 DIRECT EXAMINATION 

9 BY MR. BRUCE: 

10 Q. Mr. Cless, what i s E x h i b i t 11? 

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

12 Spring Sand -- of the lower 2nd Bone Spring Sand 

13 i n t e r v a l w i t h a net isopach map. To the bottom l e f t of 

14 each v e r t i c a l wellbore i s a number, and t h a t number 

15 represents the t o t a l net f e e t i n each p a r t i c u l a r 

16 wellbore. 

17 This also -- there i s also a s t r u c t u r e map 

18 on here. The s t r u c t u r e i n t h i s area p r e t t y much runs 

19 north-south. I've also i d e n t i f i e d the l o c a t i o n of our 

20 proposed h o r i z o n t a l i n the south h a l f - s o u t h h a l f of 

21 Section 17. There i s also a l o c a t i o n of my next 

22 e x h i b i t , which i s a cross s e c t i o n A t o A prime. There 

23 i s a two-well cross s e c t i o n going through -- they're 

24 going through the two w e l l s t h a t w i l l be passing w i t h 

25 t h i s h o r i z o n t a l w e l l . 
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1 Q. Mr. Cless, there are two h o r i z o n t a l s i n Section 

2 8 and two i n Section 18. Are those Mewbourne wells? 

3 A. Yes, s i r , they are. 

4 Q. Would you move on t o your E x h i b i t 12? 

5 A. E x h i b i t 12 i s the two-well cross s e c t i o n going 

6 through the south h a l f - s o u t h h a l f of Section 17. I t 

7 goes through the w e l l s i n 17N, as w e l l as the w e l l s i n 

8 170. Again, t h i s i s a -- we're t a r g e t i n g the 2nd Bone 

9 Spring Sand i n t e r v a l . I n t h i s i n t e r v a l , the e n t i r e 

10 gross thickness of the 2nd Bone Spring Sand i s about 

11 300-foot t h i c k . We tend t o t a r g e t the lower p a r t of the 

12 2nd Bone Spring Sand, and t h a t ' s what we tend t o make 

13 our isopach maps on. 

14 The p o r o s i t y i n t h i s p a r t i c u l a r area i s 

15 about 10 t o 12 percent. There are a few v e r t i c a l 

16 producers a l i t t l e f a r t h e r t o the n o r t h . As p r e v i o u s l y 

17 mentioned, we d r i l l e d the w e l l s i n Section 8, as w e l l as 

18 the w e l l s i n Section 18. Both of those are east-west 

19 h o r i z o n t a l s . We've done some microseismic work i n the 

20 area i n d i c a t i n g t h a t east-west i s the most e f f i c i e n t way 

21 t o d r i l l these w e l l s . 

22 Q. Looking at your E x h i b i t s 11 and 12, i s the 2nd 

23 Bone Spring Sand continuous across the proposed w e l l 

24 u n i t ? 
25 A. Yes, s i r , i t i s . 

PAUL BACA PROFESSIONAL COURT REPORTERS 
ab37df7d-f1 a7~4d28-a122-bf3ef10c923b 



Page 12 

1 Q. And you would a n t i c i p a t e each qu a r t e r - q u a r t e r 

2 s e c t i o n c o n t r i b u t i n g more or less e q u a l l y t o - t h e 

3 production? 

4 A. Yes, s i r . 

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

6 A. E x h i b i t 13 i s the production -- production data 

7 t a b l e of a l l the Bone Spring h o r i z o n t a l s i n t h i s 

8 p a r t i c u l a r area. Once again, Mewbourne has d r i l l e d a l l 

9 of these w e l l s . We've d r i l l e d a l l of these w e l l s r e a l l y 

10 i n the l a s t year t o year and a h a l f , and a l l of these --

11 a l l of these seem t o be good economic w e l l s . 

12 I've i d e n t i f i e d the l o c a t i o n of a l l these 

13 p a r t i c u l a r w e l l s , as w e l l as when they were completed. 

14 A l l of these were completed i n the 2nd Bone Spring Sand, 

15 as w e l l as the cum o i l , gas and water of each p a r t i c u l a r 

16 w e l l . 

17 Q. And f i n a l l y , what i s E x h i b i t 14? 

18 A. E x h i b i t 14 i s the -- i s our d i r e c t i o n a l 

19 d r i l l i n g plan f o r t h i s p a r t i c u l a r w e l l . On the f r o n t 

20 page of i t , I've l i s t e d the surface l o c a t i o n , as w e l l as 

21 our landing p o i n t , which w i l l be p o i n t -- our p o i n t of 

22 f i r s t completion. That landing p o i n t i s 400 from the 

23 south, 680 from the west. So we w i l l be at a l e g a l 

24 l o c a t i o n , as w e l l as the bottom hole, 400 from the 

25 south, 330 from the east. 
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1 And then you can j u s t f l i p through the r e s t 

2 of t h a t , and i t j u s t shows the wellbore diagram, as w e l l 

3 as the exact l o c a t i o n of t h i s other h o r i z o n t a l . 

4 Q. And you w i l l use approximately the same number 

5 of completions stages as i n the p r i o r well? 

6 A. Yes, s i r . 

7 Also, j u s t i n regards t o t h a t , the overhead 

8 ra t e s -- t h i s area i s a l i t t l e b i t shallower, so t h a t ' s 

9 also the reason why -- i t ' s shallower than the previous 

10 w e l l . That's why the overhead rates are a l i t t l e b i t 

11 cheaper. 

12 Q. 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 

13 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 

14 preve n t i o n of waste? 

15 A. Yes, s i r . 

16 Q. And were E x h i b i t s 11 through 14 prepared by you 

17 or compiled from company business records? 

18 A. Yes, s i r . 

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

20 admission of E x h i b i t s 11 through 14. 

21 EXAMINER BROOKS: 11 through 14 are 

22 admitted. 

23 (Mewbourne E x h i b i t Numbers 11 through 14 

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

25 MR. BRUCE: I have no f u r t h e r questions of 
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1 t h i s witness. 

2 EXAMINER BROOKS: I don't t h i n k I do 

3 e i t h e r . 

4 I own an i n t e r e s t i n the Derringer w e l l , so 

5 I assume Mewbourne w i l l waive the c o n f l i c t of i n t e r e s t ? 

6 MR. BRUCE: Yes, we do. 

7 EXAMINER BROOKS: I n order t o complete 

8 n o t i c e . Case Number 15053 w i l l be continued u n t i l 

9 October 31st f o r purposes of n o t i c e . 

10 And thank you very much, gentlemen. 

11 (Case Number 15053 concludes, 8:50 a.m.) 

12 

13 

14 
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