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1 (11 : 19 a.m.) 

2 EXAMINER EZEANYIM: Now l e t ' s go back t o 

3 our l a s t case f o r the docket today, and t h a t ' s Case 

4 Number 150 95, a p p l i c a t i o n of Mewbourne O i l Company f o r a 

5 nonstandard o i l spacing and p r o r a t i o n u n i t and 

6 compulsory pooling, Eddy County, New Mexico. 

7 C a l l f o r appearances. 

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

9 Santa Fe representing the Applicant. 

10 I have two witnesses, Mr. M i t c h e l l and 

11 Mr. Cless, i f the record could note t h a t they have 

12 p r e v i o u s l y been sworn and q u a l i f i e d . 

13 EXAMINER EZEANYIM: Thank you. 

14 Any other appearances? 

15 Okay. You may proceed. 

16 COREY MITCHELL, 

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

18 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. Mr. M i t c h e l l , could you i d e n t i f y E x h i b i t 1 f o r 

22 the Examiner? 

23 A. E x h i b i t 1 i s a Midland Map Company land p l a t 

24 showing Township 22 South, Range 25 East w i t h our 

25 proposed spacing u n i t and w e l l h i g h l i g h t e d i n the west 
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1 h a l f of the -- west h a l f - e a s t h a l f of Section 8. 

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

3 A. I t i s the True G r i t 8 B3B0 Fed Com #1H. 

4 Q. And do you have the API number f o r t h a t well? 

5 A. We do not have an API number yet. We've 

6 submitted the APD, but we have not received an approved 

7 permit y e t . 

8 Q. And i s t h i s w e l l i n any designated pool? 

9 A. No, s i r . I t i s i n the w i l d c a t Bone Spring pool 

10 r i g h t now. 

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

12 A. E x h i b i t 2 i s a our t r a c t ownership f o r t h i s 

13 w e l l . I t l i s t s a l l the p a r t i e s p a r t i c i p a t i n g , as w e l l 

14 as the p a r t i e s we are seeking t o pool. The p a r t i e s we 

15 are seeking t o pool are noted w i t h an a s t e r i s k next t o 

16 t h e i r name, and they t o t a l -- equal a l i t t l e over 4.5 

17 percent. 

18 Q. And i t looks l i k e there i s a couple of dozen 

19 uncommitted p a r t i e s , r i g h t ? 

20 A. Yes, s i r . 

21 Q. And they a l l own f a i r l y small i n t e r e s t s ? 

22 A. Yes, s i r . 

23 Q. Are they unleased mineral i n t e r e s t s ? 

24 A. Yes, s i r . 

2 5 Q. Could you summarize your contac ts w i t h the 
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1 p a r t i e s ? And I r e f e r you to E x h i b i t 3. 

2 A. E x h i b i t 3 i s a summary of our communications, 

3 which summarizes our phone c a l l s , e-mails and l e t t e r s 

4 w i t h most of these p a r t i e s . Some of the p a r t i e s we were 

5 unable t o lo c a t e , and attached t o t h a t summary are 

6 copies of the respective correspondence. 

7 Q. You said there are a number of unlocatable 

8 p a r t i e s . What steps d i d Mewbourne take t o locate these 

9 i n t e r e s t owners? 

10 A. We found t h e i r l a s t address of record i n the 

11 county, and we t r i e d l o c a t i n g them through t h a t , through 

12 I n t e r n e t searches. We've also - - most of these people 

13 are part of one f a m i l y , and we've been i n t a l k s w i t h 

14 some of the f a m i l y members t r y i n g t o locate these people 

15 or t h e i r h e i r s . 

16 Q. I n your opinion, has Mewbourne e i t h e r made a 

17 go o d - f a i t h e f f o r t t o ob t a i n the v o l u n t a r y j o i n d e r of the 

18 i n t e r e s t owners or a go o d - f a i t h e f f o r t t o locate the 

19 whereabouts of the p a r t i e s being pooled? 

20 A. Yes, s i r . 

21 Q. Does Mewbourne request t h a t i t be named 

22 operator of t h i s well? 

23 A. Yes, s i r . 

24 Q. Could you i d e n t i f y E x h i b i t 4 and discuss the 

25 cost o f the proposed wel l? 
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E x h i b i t 4 i s our AFE, which s e t s out t h e 

2 e s t i m a t e d w e l l c o s t s f o r t h i s w e l l . We have e s t i m a t e d 

3 $2,469,600 f o r d r y - h o l e c o s t s , and completed c o s t s , we 

4 have an e s t i m a t e d $5,186,200. 

5 Q. I n y our o p i n i o n , i s t h i s c o s t f a i r and 

6 reasonable and i n l i n e w i t h t h e c o s t o f o t h e r w e l l s 

7 d r i l l e d t o t h i s d e p t h i n t h i s area o f Eddy County? 

8 A. Yes, s i r . 

9 Q. And do you r e q u e s t maximum c o s t p l u s 200 

10 p e r c e n t r i s k charge be assessed a g a i n s t nonconsenting 

11 i n t e r e s t owners? 

12 A. Yes, s i r . 

13 Q. And what overhead r a t e s do you request? 

14 A. We are r e q u e s t i n g $7,500 a month f o r d r i l l i n g 

15 and $750 a month f o r p r o d u c i n g . 

16 Q- And are those r a t e s t h e same as i n your JOA 

17 w i t h t h e c o n s e n t i n g i n t e r e s t owners? 

18 A. Yes, s i r . 

19 Q. And are those r a t e s f a i r and reasonable? 

20 A. Yes, s i r . 

21 Q - Was n o t i c e g i v e n t o a l l o f t h e p a r t i e s who a t 

22 l e a s t had a w r i t t e n address, whether i t was v a l i d o r 

23 not? 

24 A. Yes, s i r . 

25 Q- And i s t h a t r e f l e c t e d i n my E x h i b i t 5? 
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1 A. Yes, s i r . 

2 MR. BRUCE: Mr. Examiner, E x h i b i t 6 i s the 

3 A f f i d a v i t o f P u b l i c a t i o n as a g a i n s t a number o f members 

4 o f t h e E l k i n s f a m i l y , p r i m a r i l y , who d i d n o t have good 

5 addresses. 

6 EXAMINER EZEANYIM: Okay. 

7 Q. (BY MR. BRUCE) And what i s E x h i b i t 7, 

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

9 A. E x h i b i t 7 i s a l i s t o f t h e o f f s e t ownership. 

10 Q. And was n o t i c e g i v e n t o a l l these p a r t i e s ? 

11 A. Yes, s i r . 

12 Q. And i s t h a t r e f l e c t e d i n E x h i b i t 8? 

13 A. Yes, s i r . 

14 Q. Were E x h i b i t s 1 t h r o u g h 8 p r e p a r e d by you or 

15 compiled from company busine s s records? 

16 A. Yes, s i r . 

17 Q. And i n y o u r o p i n i o n , i s the g r a n t i n g o f t h i s 

18 a p p l i c a t i o n i n t h e i n t e r e s t o f c o n s e r v a t i o n and the 

19 p r e v e n t i o n o f waste? 

20 A. Yes, s i r . 

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

22 admission o f E x h i b i t s 1 t h r o u g h 8. 

23 EXAMINER EZEANYIM: E x h i b i t s 1 t h r o u g h 8 

24 w i l l be a d m i t t e d . 

25 (Mewbourne O i l Company E x h i b i t Numbers 1 
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1 through 8 were o f f e r e d and admitted i n t o 

2 evidence.) 

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

4 of the witness. 

5 EXAMINER EZEANYIM: Okay. Thank you, 

6 Counselor. 

7 No f u r t h e r questions. You may step down. 

8 NATE CLESS, 

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

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

11 DIRECT EXAMINATION 

12 BY MR. BRUCE: 

13 Q. Mr. Cless, would you i d e n t i f y E x h i b i t 9 f o r the 

14 Examiner and discuss the d i f f e r e n c e between t h i s case 

15 and the other three cases? 

16 A. Yes. E x h i b i t 9 i s an isopach map of the 3rd 

17 Bone Spring i n t e r v a l . This i s a gross isopach map of 

18 the 3rd Bone Spring Sand. Again, a l l the other cases 

19 we 1 re t a r g e t i n g the 2nd Bone Spring i n t e r v a l . This one 

20 we're t a r g e t i n g the 3rd Bone Spring i n t e r v a l . Also, I 

21 want to p o i n t out t h a t i n t h i s immediate area, there are 

22 no Bone Spring producers i n t h i s area. That's why t h i s 

23 w e l l i s being designated as a w i l d c a t Bone Spring pool. 

24 But you can see -- I believe t h a t t h e r e ' l l 

2 5 be approximately 3 50 gross from the 3rd Bone Spring 
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1 i n t e r v a l . You can see the l o c a t i o n i n my next e x h i b i t , 

2 which i s cross s e c t i o n A t o A prime, and t h a t k i n d o f 

3 shows what the 3 r d Bone S p r i n g Sand l o o k s l i k e across 

4 t h i s area. 

5 Q. Move on t o t h a t e x h i b i t , w i l l you, pl e a s e , 

6 E x h i b i t 10. 

7 A. So, a g a i n , t h e two-we11 c r o s s s e c t i o n , i t goes 

8 from t h e w e l l t o t h e n o r t h w e s t o f us, i n 6D, t o a w e l l 

9 i n 81. And t h e w e l l i n 81 i s a l i t t l e b i t c l o s e r t o 

10 t h e -- i t ' s about a q u a r t e r m i l e away from where our 

11 proposed l a t e r a l w i l l be. You can see across t h i s area, 

12 t h e 3 r d Bone S p r i n g Sand i n t e r v a l i s v e r y t h i c k . I t ' s 

13 a p p r o x i m a t e l y 300 t o 350 f e e t t h i c k , b u t i t s 

14 c o r r e l a t i o n s are v e r y c o n s i s t e n t across here. 

15 I've broken up t h e 3 r d Bone S p r i n g Sand 

16 i n t o some s m a l l e r i n t e r v a l s , a g a i n what I c a l l t h e green 

17 sand, t h e b l u e sand, t h e t a n sand and t h e g r a y sand. 

18 And, a g a i n , those are j u s t i n t e r n a l d e s i g n a t i o n s . 

19 And t h e n a l s o on t h i s c r o s s s e c t i o n , you 

20 can see where we p l a n on t a r g e t i n g , w hich i s the b a s a l 

21 p a r t o f t h i s t h i r d p a r t o f t h e Bone S p r i n g i n t e r v a l . 

22 Q. And based on your a n a l y s i s o f t h i s area, i s 

23 t h a t t h e t a r g e t zone f o r t h i s p a r t i c u l a r w e l l ? 

24 A. Yeah, we b e l i e v e so, f o r a couple o f reasons. 

25 T h i s and o t h e r areas, when we've done m i c r o s e i s m i c , we 
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1 see the m a j o r i t y of the f r a c t u r e s going upward, so we 

2 tend t o put --we tend t o put our l a t e r a l s a l i t t l e b i t 

3 lower i n t h i s s e c t i o n . Also, porositywise, we seem to 

4 get b e t t e r p o r o s i t y development down i n the lower t h i r d 

5 pa r t of the Bone Spring of the 3rd Bone Spring i n t e r v a l . 

6 Q. I n your opinion, i s the 3rd Bone Spring 

7 continuous across the proposed w e l l u n i t ? 

8 A. Yes, s i r . 

9 Q. And g e o l o g i c a l l y speaking, would you a n t i c i p a t e 

10 each qu 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 i n g more or less 

11 equally t o production? 

12 A. Yes, s i r . 

13 Q. You said t h i s i s a w i l d c a t . So at t h i s p o i n t , 

14 you don't have anything t o base a p r e f e r r e d o r i e n t a t i o n 

15 on f o r the w e l l u n i t ; i s t h a t correct? 

16 A. No. That i s c o r r e c t . 

17 Q. And what i s E x h i b i t 11? 

18 A. E x h i b i t 11 i s a h o r i z o n t a l w e l l plan given t o 

19 us by D i r e c t i o n a l D r i l l i n g Company. I t j u s t shows where 

2 0 our k i c k - o f f p o i n t i s , where our landing p o i n t i s and 

21 where our bottom-hole l o c a t i o n i s . And our landing 

22 p o i n t w i l l be 879 from the n o r t h and 1,921 from the east 

23 l i n e of Section 8, and so we w i l l be at a l e g a l l o c a t i o n 

24 when we land. Our f i r s t p e r f o r a t i o n w i l l be a l e g a l 

25 l o c a t i o n . 
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Q. I n your opinion, i s the g r a n t i n g of t h i s 

2 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 

3 prevention of waste? 

4 A. Yes, s i r . 

5 Q. And were E x h i b i t s 9 and 10 prepared by you? 

6 A. Yes, s i r . 

7 

8 

Q. And was E x h i b i t 11 compiled from Mewbourne's 

company records? 

9 A. Yes, s i r . 

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

11 admission of E x h i b i t s 9, 10 and 11. 

12 EXAMINER EZEANYIM: E x h i b i t s 9, 10 and 11 

13 w i l l be admitted. 

14 {Mewbourne O i l Company E x h i b i t Numbers 9 

15 through 11 were o f f e r e d and admitted i n t o 

16 evidence.) 

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

18 the witness. 

19 EXAMINER EZEANYIM: Thank you very much. I 

20 don't have questions, but --

21 CROSS-EXAMINATION 

22 BY EXAMINER EZEANYIM: 

23 Q. This i s a w i l d c a t 3rd Bone Spring Sand. Okay. 

24 Now, why d i d you choose t o l e t your company d r i l l 

25 north-south i n s t e a d of east-west here, even though i t ' s 
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1 demonstrated --

2 A. One of the reasons i s f o r land reasons. 

3 Topographically -- i n t h i s area, the topography i s 

4 p r e t t y rugged, and so i t was easier t o get l o c a t i o n s 

5 where i t was easier t o d r i l l north-south i n t h i s 

6 p a r t i c u l a r area. 

7 Also, i n a d i f f e r e n t formation but f u r t h e r 

8 t o the north , we've d r i l l e d some we l l s about ten miles 

9 to the north i n the Yeso Formation, and we're d r i l l i n g 

10 those north-south w i t h good r e s u l t s . Whether t h a t can 

11 be -- whether t h a t can be brought down t o t h i s area, 

12 we're not sure, but, you know, those are the closest 

13 h o r i z o n t a l w e l l s we 1ve d r i l l e d i n t h i s area. 

14 B u t t h i s i s one of those things where we 

15 plan on d r i l l i n g a few w e l l s out here, so w e ' l l l e a r n as 

16 we d r i l l north-south. 

17 Q. Yeah. You are j u s t t a k i n g a stab at i t t o see 

18 what happens? 

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

20 Q. No f u r t h e r questions. 

21 MR. BRUCE: I have nothing f u r t h e r i n the 

22 matter, Mr. Examiner. 

23 EXAMINER EZEANYIM: At t h i s p o i n t , Case 
24 Number 15095 w i l l be taken under advisement. 

25 (Case Number 
foe Ex 
fteard by fTie .: 
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