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(8:18 a.m.) 

2 EXAMINER BROOKS: We w i l l c a l l Case Number 

3 15052, a p p l i c a t i o n of Mewbourne O i l Company f o r approval 

4 of a nonstandard o i l 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 , Eddy County, New Mexico. 

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

7 Santa Fe representing the A p p l i c a n t . I have two 

8 witnesses. 

9 EXAMINER BROOKS: Okay. Would the 

10 witnesses please stand and i d e n t i f y themselves f o r the 

11 record? 

12 MR. HADEN: Paul Haden. 

13 MR. CLESS: Nate Cless. 

14 EXAMINER BROOKS: Swear the witnesses, 

15 please. 

16 (Witnesses sworn.) 

17 EXAMINER BROOKS: Okay. Mr. Bruce, you may 

18 proceed when ready. 

19 D. PAUL HADEN, 

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

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

22 DIRECT EXAMINATION 

23 BY MR. BRUCE: 

24 Q: Where do you reside? 

25 A. I resid e i n Midland, Texas. 
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1 Q. Who do you work f o r and i n what capacity? 

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

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

4 Di v i s i o n ? 

5 A. Yes, s i r , I have. 

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

7 petroleum landman accepted as a matter of record? 

8 A. Yes, they were. 

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

10 i n v o l v e d i n t h i s case? 

11 A. Yes, I am. 

12 MR. BRUCE: Mr. Examiner, I tender 

13 Mr. Haden as an expert petroleum landman. 

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

15 Q. (BY MR. BRUCE) Mr. Haden, could you i d e n t i f y 

16 E x h i b i t 1 f o r the Examiner, and i d e n t i f y the w e l l u n i t 

17 we're here f o r today? 

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

19 I t shows Section 11 of 18 South, 31 East i n Eddy County, 

20 New Mexico. I t d e p i c t s our working i n t e r e s t u n i t , which 

21 i s o u t l i n e d i n the west h a l f of Section 11. I t also 

22 i l l u s t r a t e s our proposed p r o j e c t area, which i s i n the 

23 east half-west h a l f of Section 11. This w e l l w i l l be 

24 • d r i l l e d from a surface l o c a t i o n 150 f e e t from the south 

25 l i n e and 2,310 f e e t from the west l i n e i n Section 11. 
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1 Q. And w i l l the producing i n t e r v a l be orthodox? 

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

3 Q. And what formation are we p o o l i n g today? 

4 A. This i s the Bone Spring Formation. I t i s i n 

5 the Tamano Bone Spring pool, Pool Code 58040. The API 

6 number f o r t h i s w e l l i s 3001541350. 

7 Q. Could you i d e n t i f y E x h i b i t 2 and i d e n t i f y the 

8 p a r t y being f o r c e pooled i n t h i s case? 

9 A. E x h i b i t Number 2 i s an ownership p l a t . I t 

10 describes ownership i n the northwest quarter and also 

11 the ownership i n the southwest quarter as devised from 

12 the Bone Spring Formation t o the base of the Wolfcamp 

13 Formation. I t i n d i c a t e s the p a r t y , Ard O i l , Limited, i n 

14 the southwest quarter. They have a 3.524 -- or excuse 

15 me -- 3.542-percent working i n t e r e s t i n the southwest 

16 quarter. 

17 Q. And t h a t i s the only p a r t y being pooled? 

18 A. That i s the only p a r t y being pooled. 

19 Q. Could you i d e n t i f y E x h i b i t 3 f o r the Examiner? 

20 A. E x h i b i t Number 3 i s the proposal l e t t e r dated 

21 August 20th, 2013, whereby we propose the d r i l l i n g of 

22 our Tamano 11 NC Fed Com #1H w e l l . 

23 Q. And on the l a s t page of E x h i b i t 3, i s t h a t a 

24 follow-up l e t t e r from Mewbourne t o Ard Oil ? 

25 A. Yes, s i r . I t ' s a follow-up l e t t e r dated 
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1 October 21st, 2013. 

2 Q. Has Mewbourne had t o force pool Ard O i l a 

3 number of times over the l a s t few years? 

4 A- Yes, s i r , we have. 

5 Q. I s i t f a i r t o say t h a t they r a r e l y , i f ever. 

6 respond t o the proposal l e t t e r s ? 

7 A. To our knowledge, they -- w e l l , they never have 

8 responded t o any w e l l proposal. 

9 Q. I n your o p i n i o n , has Mewbourne O i l Company made 

10 a g o o d - f a i t h e f f o r t 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 of 

11 Ard O i l i n t h i s well? 

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

13 Q. I n the event Ard O i l goes nonconsent i n t h i s 

14 w e l l , do you recommend the r i s k charge of cost plus 200 

15 percent? 

16 A- Yes, we do. 

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

18 A. E x h i b i t 4 i s a copy of our AFE, which i s 

19 a u t h o r i z a t i o n f o r expenditure f o r the Tamano 11 NC 

20 Federal #1H w e l l . I t shows what the cost casing p o i n t 

21 i s , which i s $2,155,700, completed w e l l cost of 

22 $4,363,000. 

23 Q. I s t h i s cost f a i r and reasonable, i n your 

24 opinion? 

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

PAUL BACA PROFESSIONAL COURT REPORTERS 
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1 Q. And what overhead r a t e s does Mewbourne request 

2 f o r t h i s well? 

3 A. We're requesting 8,000 f o r a d r i l l i n g overhead 

4 r a t e and $800 per month f o r producing w e l l r a t e . 

5 Q. And are these amounts f a i r and reasonable and 

6 i n l i n e w i t h the cost of overhead r a t e s charged by other 

7 operators i n t h i s area f o r w e l l s of t h i s depth? 

8 A. That's c o r r e c t . They're also w e l l rates t h a t 

9 we have i n our operating agreement, signed by the 

10 p a r t i c i p a t i n g p a r t i e s . 

11 Q. And was Ard O i l n o t i f i e d of t h i s hearing? 

12 A. Yes, they were. 

13 MR. BRUCE: Mr. Examiner, I messed up i n my 

14 s t a p l i n g yesterday. E x h i b i t 5 i s supposed t o be the 

15 A f f i d a v i t of Notice t o Ard O i l , but the Attachment A i s 

16 a c t u a l l y the l e t t e r t o the o f f s e t s . I f you go t o 

17 E x h i b i t 7, t h a t ' s a c t u a l l y the l e t t e r t o Ard O i l . 

18 Q. (BY MR. BRUCE) What i s E x h i b i t 6, 

19 Mr. Haden? 

20 A. I t ' s a l i s t i n g of the o f f s e t operators. 

21 Q. And was n o t i c e given t o a l l of the o f f s e t s of 

22 t h i s a p p l i c a t i o n ? 

23 A. Yes, they were. 

24 Q. And they a l l received a c t u a l notice? 

25 A. They d i d . 
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MR. BRUCE: And l i k e I sa i d , Mr. Examiner, 

2 E x h i b i t s 5 and 7 somehow cover i t a l l . 

3 EXAMINER BROOKS: Okay. 

4 Q. (BY MR. BRUCE) I n your o p i n i o n , w i l l the 

5 g r a n t i n g of t h i s a p p l i c a t i o n be i n the i n t e r e s t of 

6 conservation and the prevention of waste? 

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

8 Q. And were E x h i b i t s 1 through 7 e i t h e r prepared 

9 by you or compiled from company business records? 

10 A. Yes, they were. 

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

12 admission of E x h i b i t s 1 through 7. 

13 EXAMINER BROOKS: 1 through 7 are admitted. 

14 (Mewbourne E x h i b i t Numbers 1 through 7 were 

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

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

17 the witness. 

18 EXAMINER BROOKS: We've doing these Rutter 

19 & Wilbanks cases f o r about three, f o u r years now. I 

20 have yet t o see an o f f s e t p r o t e s t . 

21 MR. BRUCE: Yeah ( l a u g h t e r ) . 

22 CROSS-EXAMINATION 

23 BY EXAMINER BROOKS: 

24 Q. Tamano 11 NC Federal Com #1H? 

25 A. Yes, s i r . 

PAUL BACA PROFESSIONAL COURT REPORTERS 
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Q. That's the c o r r e c t and complete name. 

2 You read 3001541350? 

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

4 Q. 150 from the south and 2,310 from the west? 

5 A. Yes, s i r . 

6 Q. Section 11, Township 18 South, Range 31 East? 

7 A. Correct. 

8 Q. I t ' s i n the Tamano Bone Spring pool. I guess 

9 t h a t p r e t t y much covers i t . 

10 You s a i d the completed i n t e r v a l i s 

11 e n t i r e l y -- w e l l , f i r s t of a l l , i s the Tamano Bone 

12 Spring pool -- i s i t spaced on statewide rules? 

13 A. Statewide r u l e s , c o r r e c t . 

14 Q. So the setbacks are 330 feet? 

15 A. Yes, s i r . 

16 Q. Let's see. W i l l the completed i n t e r v a l of the 

17 Tamano 11 NC Federal Com #1H be e n t i r e l y w i t h i n an area 

18 of more than 330 f e e t from the -- of the east h a l f of 

19 the west h a l f of Section 11? 

20 A. Yes, s i r . Yes. I t w i l l be at a l e g a l 

21 i n t e r v a l . 

22 Q. Okay. Very good. 

23 EXAMINER BROOKS: I f there i s nothing 

24 f u r t h e r , then, Case 15052 w i l l be taken under 

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

2 EXAMINER BROOKS: Oh, yeah. You have t o 

3 get through your g e o l o g i s t . That's r i g h t . We'll l i s t e n 

4 t o him. 

5 MR. BRUCE: Hate t o drag out the hearing. 

6 EXAMINER BROOKS: That's f i n e . I t ' s j u s t 

7 t h a t they don't say anything I understand. 

8 The C-102 you've got here, i s t h a t marked 

9 as an e x h i b i t ? 

10 MR. BRUCE: No. I j u s t put i t up t h i s 

11 morning j u s t so you'd have i t . 

12 EXAMINER BROOKS: Well, I'm glad you d i d . 

13 You may proceed. 

14 NATE CLESS, 

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

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

17 DIRECT EXAMINATION 

18 BY MR. BRUCE: 

19 Q. Mr. Cless, where do you reside? 

20 A. Midland, Texas. 

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

22 A. Mewbourne O i l Company as a g e o l o g i s t . 

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

24 Divison? 

25 A. Yes, s i r . 
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1 Q. Were your c r e d e n t i a l s . as...an expert petroleum 

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

3 A. Yes, they were. 

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

5 t h i s a p p l i c a t i o n ? 

6 A. Yes, s i r . 

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

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

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

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

11 E x h i b i t 8 f o r the Examiner? 

12 A. Yeah. E x h i b i t 8 i s an isopach map, as w e l l as 

13 a s t r u c t u r e map of t h i s area surrounding Section 11. On 

14 here t h i s i s a -- i t ' s a gross isopach map of the 2nd 

15 Bone Spring Sand. I have 25-foot contours on here. 

16 I've also i d e n t i f i e d a l l the Bone Spring producers i n 

17 t h i s area. You can see there are a number of v e r t i c a l 

18 Bone Spring producers. A l l the w e l l s w i t h the yellow 

19 c i r c l e s around them produce out of the 2nd Bone Spring 

20 Sand, which i s the t a r g e t i n t e r v a l we're going f o r . 

21 And then the other main producer i s 2nd 

22 Bone Spring carbonate, which has the l i t t l e blue c i r c l e s 

23 around i t . I've drawn a red arrow on here i n the east 

24 h a l f of the west h a l f of Section 11 showing the l o c a t i o n 

25 of the proposed h o r i z o n t a l . 
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1 There have been f o u r other h o r i z o n t a l s i n 

2 the 2nd Bone Spring Sand t h a t have been d r i l l e d i n t h i s 

3 area a l l by Mewbourne O i l Company. Three of them are i n 

4 Section 10, i n the n o r t h h a l f - n o r t h h a l f , the south 

5 h a l f - n o r t h h a l f , as w e l l as the n o r t h h a l f - s o u t h h a l f of 

6 Section 10. And then we've also d r i l l e d one i n the 

7 n o r t h h a l f - n o r t h h a l f of Section 13. 

8 I've also i d e n t i f i e d my next e x h i b i t , which 

9 i s a f o u r - w e l l cross s e c t i o n , which i s A t o A prime, and 

10 i t w i l l cover -- i t goes through a l l the fou r w e l l s t h a t 

11 w e ' l l be going by w i t h t h i s h o r i z o n t a l . 

12 Q. Would you move on t o the cross s e c t i o n marked 

13 as E x h i b i t 9 and discuss i t f o r the Examiner? 

14 A. Like I said, t h i s i s a f o u r - w e l l cross s e c t i o n 

15 going from the w e l l at 11C t o the w e l l at 11F t o 11K t o 

16 UN, and i t ' s j u s t the 2nd Bone Spring Sand. You can 

17 see t h a t there i s an upper p a r t of the 2nd Bond Spring 

18 Sand, as w e l l as the lower p a r t . Here we're t a r g e t i n g 

19 what we c a l l the 2nd Bone Spring A, and t h a t ' s j u s t an 

20 i n t e r n a l d e signation f o r t h i s p a r t i c u l a r sand member. 

21 But r e a l l y our t a r g e t i n t e r v a l i s about 200-foot t h i c k , 

22 w i t h p o r o s i t y about 10 t o 12 percent, and i t ' s 

23 consistent throughout t h i s whole 160 acres t h a t we're 

24 going t o be d r i l l i n g through. 

25 Q. Based on these f i r s t two e x h i b i t s , i n your 
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1 o p i n i o n , w i l l each q u a r t e r - q u a r t e r s e c t i o n c o n t r i b u t e t o 

2 production? 

3 A. Yes, s i r . 

4 Q. And w i l l i t c o n t r i b u t e more or less equally t o 

5 production? 

6 A. Yes, s i r . 

7 Q. Just a couple of questions on these two 

8 e x h i b i t s , Mr. Cless. I s the stand-up u n i t over i n the 

9 east h a l f of Section 11, t h a t ' s mostly c o n t r o l l e d by 

10 HEYCO, I believe? 

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

12 Q. Did they inform you t h a t they wanted t o develop 

13 t h e i r own acreage? 

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

15 Q. So t h a t ' s one f a c t o r i n d r i l l i n g a stand-up 

16 u n i t ? 

17 A. Yeah. And we've d r i l l e d east-west h o r i z o n t a l s 

18 i n Section 10, and i t ' s going t o be a north-south 

19 h o r i z o n t a l . The w e l l s i n Section 10, while they're good 

20 w e l l s , they aren't great w e l l s , so we're t r y i n g 

21 something a l i t t l e d i f f e r e n t here t o see i f north-south 

22 i s a b e t t e r way t o d r i l l these w e l l s . 

23 Q. And speaking of those f o u r w e l l s , what i s 

24 E x h i b i t 10? 

25 A. E x h i b i t 10 i s j u s t -- i t ' s j u s t a production 
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1 data t a b l e of the f o u r h o r i z o n t a l s t h a t Mewbourne has 

2 d r i l l e d i n t h i s area. I've l i s t e d the names, as w e l l as 

3 the APIs and l o c a t i o n s of a l l these w e l l s , when -- when 

4 they were completed and then the amount of o i l , gas and 

5 water t h a t they've produced t o date. 

6 So you can see t h a t the top w e l l , the 

7 Tamano 10 6H, i s the f i r s t w e l l we d r i l l e d out here. We 

8 d r i l l e d i t i n November of 2011. So i t ' s about two years 

9 o l d , and i t ' s made 88,000 b a r r e l s of o i l since then. 

10 And so l i k e I said, we be l i e v e t h a t these 

11 are -- these are good h o r i z o n t a l s ; they're economic 

12 h o r i z o n t a l s , but we're hoping f o r b e t t e r r e s u l t s 

13 d r i l l i n g north-south. 

14 Q. And the 2nd Bone Spring Sand out here produces 

15 very l i t t l e gas? 

16 A. That's c o r r e c t . I t ' s a very o i l y r e s e r v o i r . 

17 Q. F i n a l l y , what i s E x h i b i t 11? 

18 A. E x h i b i t 11 i s j u s t the wellbore diagram of the 

19 proposed w e l l , and l i s t e d on here i s the surface 

20 l o c a t i o n , a landing p o i n t , which would be our f i r s t 

21 p o i n t of completion. I t ' s 640 from the south, 2,304 

22 from the west. So i t w i l l be a l e g a l l o c a t i o n , as w e l l 

23 as the bottom-hole l o c a t i o n . And then you can j u s t f l i p 

24 through t h i s , and i t has the exact l o c a t i o n of where we 

25 plan on p l a c i n g t h i s wellbore. 
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1 Q. And how many completion stages w i l l Mewbourne 

2 have i n the w e l l , approximately? 

3 A. We tend t o use a s l i d i n g - s l e e v e system, which 

4 w i l l have e i t h e r 20 or 30 completion stages i n i t -- 20 

5 t o 30 completion stages i n i t . 

6 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 

7 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 

8 prevention of waste? 

9 A. Yes, s i r . 

10 Q. And were E x h i b i t s 8 through 11 prepared by you 

11 or compiled from company business records? 

12 A. Yes, s i r . 

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

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

15 EXAMINER BROOKS: 8 through 11 w i l l be 

16 admitted. 

17 (Mewbourne E x h i b i t Numbers 8 through 11 

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

19 MR. BRUCE: No f u r t h e r questions of the 

20 witness. 

21 CROSS-EXAMINATION 

22 BY EXAMINER BROOKS: 

23 Q. Now, you s a i d y o u have t h e e x a c t l o c a t i o n . Do 

24 y o u have t h e l o c a t i o n where y o u expec t t o p l a c e t h e 

25 f i r s t p e r f o r a t i o n ? 
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on E x h i b i t 1 1 , up a t the t o p . Our l and ing 

2 p o i n t w i l l be the f i r s t - - w i l l be around our f i r s t 

3 l o c a t i o n . So our f i r s t comple t ion w i l l be around t h a t 

4 l and ing p o i n t , 640 f rom the south , 2,304 f rom the west . 

5 Q. Okay. That sounds good. Nothing f u r t h e r . 

6 MR. BRUCE: Noth ing f u r t h e r , Mr. Brooks. 

7 EXAMINER BROOKS: Very good. Then Case 

8 Number 15052 w i l l now be taken under advisement. 

9 (Case Number 15052 concludes, 8:33 a.m.) 
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