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IN THE MATTER OF THE HEARING CALLED
BY THE OIL CONSERVATION DIVISION FOR
THE PURPOSE OF CONSIDERING:

APPLICATION OF MEWBOURNE OIL COMPANY CASE NO. 15082
FOR COMPULSORY PQOOLING AND AN
UNORTHODOX GAS WELL LOCATION,
EDDY COUNTY, NEW MEXICO.
REPORTER'S TRANSCRIPT OF PROCEEDINGS
EXAMINER HEARING

January 23, 2014 OR,G,NAL

Santa Fe, New Mexico

BEFORE: RICHARD EZEANYIM, CHIEEF EXAMINER
GABRIEL WADE, LEGAL EXAMINER
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This matter came on for hearing“before the
New Mexico Cil Conservation Divisioen, RichardTEzeiﬁ?im,
Chief Examiner, and Gabkriel Wade, Legal Examiggr,(o§
Thursday, January 23, 2014, at the New Mexicougne{gg,
Minerals and Natural Resources Department, 1228 South
St. Francis Drive, Porter Hall, Room 102, Santa Fe,
New Mexico.

REPORTED BY: Mary C. Hankins, CCR, RPR
New Mexico CCR #20
Paul Baca Professional Court Reporters
500 4th Street, Northwest, Suite 105
Albuquerque, New Mexico 87102
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APPEARANCES
FOR APPLICANT MEWBOURNE OIL COMPANY:

JAMES G. BRUCE, ESQ.

Post Office Box 1056

Santa Fe, New Mexico 87504
(505) 982-2043
jamesbruc@aol.com

FOR MR. THOMAS GREGORY, MR. WILLIAM ERVIN GREGCRY AND
THE GREGORY AND ERVIN GROUP:

MR. THOMAS GREGORY, PRO S5E

and

MR. WILLIAM ERVIN GREGORY, PRC SE
11210 Central Avenue, Southeast, Suite
Albuguerque, New Mexico 87123
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Page 4
(10:19 a.m.)

EXAMINER EZEANYIM: We are going to go the
next case from page 3. That is a small contested case.

At this time, we call Case Number 15082,
and this is the application of Mewbourne 0il Company for
compulsory pooling and an uncrthodox gas well location,
Eddy County, New Mexico.

Call for appearances.

MR. BRUCE: Mr. Examiner, Jim Bruce of
Santa Fe representing the Applicant. I have the same
two witnesses.

EXBRMINER EZEANYIM: Same twe witnesses.

Any other appearances, please?

MR. THOMAS GREGORY: Yes, Your Honor. Tom
Gregory for the Gregory and Ervin Group.

MR. WILLIAM GREGORY: And also Bill
Gregory, Gregory-Ervin, an interested owner.

EXAMINER EZEANYIM: Okay. I wanted to show
you. The Divisicon sent you letter that you don't
appear. Are you appearing with an attorney, or are you
appearing for yourselves?

MR. THOMAS GREGORY: Per se, curselves.

EXAMINER EZEANYIM: You are appearing for
yourselves. So what dc you intend to do? Normally, we

have people appearing through counsel, but you are

Ty ey

PAUL BACA PROFESSIONAL COURT REPORTERS

f72fc616-47ba-431¢-a6f1-652a3055774f




10

11

12

13

14

15

16

17

ig

19

20

21

22

23

24

25

Page 5

appearing for yourselves. Are you trying to present

ONY 7 T e T X
MR. WILLIAM GREGORY: We are not going to )

We're not "
//

contest the well at zll, Mr. Examiner.

—

We just want to

EXAMINER EZEANYIM: Okay. Very good.
Counsel, you may proceed. Call your first
witness.
PAUL HADEN,
after having been previously sworn under oath, was
questicned and testified as follows:
DIRECT EXAMINATION
BY MR. BRUCE:

Q. Mr. Haden, could you identify Exhibit 1?
Describe the well unit and the formation you are seeking
to force pool in this case.

L. ~ Yes, sir. This is a -- Exhibit Number 1 is a
land plat of the area. This well is located in Section
35, Township 23 South, Range 28 East. It is actually

located %E,ﬁﬁﬁiﬁhéii‘of the section.' The west half is

shaded in yellow, which is the proposed project area for
this well, ana it also indicates the surface Qnd
bottom-hole locaticns for this weil.

Q. What feormation is bkeing pooled?

A. The formation is the Wolfcamp.

£
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Q. And is that a gas zone?

>

That is a gas.

Q. What is Exhibit 27

a Exhibit 2 is a copy of an NMOCD order issued
regarding the nconstandard location for this well. This
well is located 150 feet from the soufh line and 660
feet from the west line, and also 330 feet from the
north line, 660 feet from the west line for a
pottom-hole location, all in Section 35.

Q. Since this is a gas pool, in a gas pool, the
normal setbacks would be j;B‘feet from the north and
south lines; is that correct? Ho

A. That's correct. HO

EXAMINER EZEANYTM: For the gas pcol?

MR. BRUCE: I mean 660. b\/

EXAMINER EZEANYIM: You're confusing me.
Ckay. I don't know when we changed the rule ({laughter).
We are in business, I don't care akcut the surface
location, but the penetration point and if it's oil,
then -- okay.

Don't confuse me, Counsel.

A. This is the Culebra Bluff South-Wolfcamp, and

OT
the pool code for that is{75750. =

e

EXAMINER EZEANYTIM: It doesn't have any

special pocl rules?

e AT e
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Based on atewide

THE WITNESS;:

EXAMINER EZEANYT
rules?
THE WITNESS: Statewide.
The API number, if you'd like that --
EXAMINER EZEANYIMé Sure. Let me put it
down. What is it?
THE WITNESS: 30-0315-41730.
EXAMINER EZEANYIM: Thank you very much.
Q. (BY MR. BRUCE} And what is Exhibit 37
A, Exhibit 3 is the tract ownership for this
proposed spacing unit. It indicates all of the interest

owners who have a working interest or unleased mineral

interest in this pool -- I mean -- excuse me -- for this
well.

Q. Are there a number of unlocatable parties in
this pool -- in this well unit?

A. Yes. There are a number of unlocatable
parties.

Q. What 1is Exhibit 47

A, Exhibit 4 is a copy of a summary of

communications regarding these to-be pooled parties. It
lists the dates in which I sent the proposed well with
the AFE and alsc the follow-up letters and/or

conversations with those parties.

=
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Q. Exhibit Number 5 is the backdp correspondence ,
for these wvariocus -- |

A. That's correct. '

Q. Now, Mewbourne has drilled several other wells
in this section, correct?

A Yes. We have dfilled four other wells
previously.

Q. And pretty much pooled, for the most part, the
same party?

A. That's correct.

MR. BRUCE: Mr. Examiner, on Exhibit 3, T
forgot to mark the party -- names of the parties being
pooled. I will highlight those parties and get it to
you after the hearing, so you have an accurate list of
the parties being forced pooled.

EXAMINER EZEANYIM: Okay. Thank you. But
we prefer you get them joined, so we don't have to do
it.

Go ahead.

Q. (BY MR. BRUCE) With respect to, as an update,
the Gregory family and the Ervin family and c¢thers --
and I'm going to refer you to Exhilbit 6A, what is the

issue with forced pocoling that party and leasing te them

at this point? his is fee lands

A, égiiis all fee land.
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f72fc616-47ba-431¢c-a6f1-652a3b55774f



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Page 9

Q. Would you discuss briefly the‘issues?

A. Yes, sir. When we first examined title for
this whole section, ocur title attcrney was unable to
ascertain the mineral cwnership for scme of these
parties. As stated in the previous cases, it's due to
some recording errors. It's due to some interests being
over-conveyed over a periocd of time, as well as wrong
land descriptions. And these issues were subject to
five separate gquiet title suits previocusly, which
apparently those suits messed up the title even further,
and 1t still has not been determined to this day the
respective mineral ownership for some cf these lands.

Q. And Exhibit 6A is a copy of portions of the
title opinion regarding these issues?

A. That's correct.

Q. &nd the interest is 12.6 cut of 358 -- 12.6
acres out of 350 acres?

A. That's correct. That mineral interest is
undetermined ownership.

Q. And those tracts -- and they're highlighted --
of the 350 acres -- well, I think it comes out to, what,

about three-and-a-half percent of those tracts --

A, Right.
Q. -- the interests of the parties?
A. Right.

PAUL BACA PROFESSIONAL COURT REPORTERS
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1 ~ Q.. And, Mr. Haden, are the problems regarding

2 interest owners as reflected on pages 48 through 60 of
3 the title opinion?
4 A That's correct, sir.
5 MR. BRUCE: And, Mr. Examiner, if you look
6 at the bottoﬁ of the page 58 of the title opinion,
7 highlighted is a list of all of the parties who own an
8 interest or may claim an interest in those tracts, and a i
9 lot of them are unlocatable. And I will get that
10 infermaticon to you.
11 Q. (BY MR. BRUCE) Mr, Haden, the Gregorys did show
iz up at a hearing in July regarding this, correct?
13 A. That's correct.
14 Q. And I believe scme cof the Panagopoulos family
15 also showed up?
16 A. That's correct.
17 Q. And what did you agree to do with respect to
18 uncertain interests? And I refer you to Exhibit 6B.
19 A. Okay. Exhibit 6B, per our agreement with these
20 parties, we agreed to send them, periodically, the
21 dollar amount, which is currently being held in
22 suspense, attributable to those particular wells that
23 were forced pooled. And it shows the dollar amount,
24 which has accrued from the date of the first production

25 and to another date. It lists, also, several of the

B S Vi LAt b BTt TSR R TR il £ T ETIETT
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Page 11

wells that werelforéed pooled, and it's subject to these
uncertain owners.

Q." And will you continue to update the parties on
the monies held in suspense?

A. Yes, we will.

Q.: And at this point, at least with the first
three wells, the amount in suspense is, well, probably
well in excess of $50,000 at this point?

. That's correct.

The reason why we're doing this is there
will come a point when it might be economic for these
parties to proceed with a quiet title suit, which
apparently is extremely expensive.

Q. Mr. Haden, since this is the fifth force
pooling case in this section, do you believe you have
made a good-faith effort to locate the parties who own
or may own interest in this section?

A. Yes, I have.

Q. And as to the parties who are locatabkle, have
you made a good-faith effort to seek their voluntary
joinder?

A. Yes, I have.

Q. Could you identify Exhibit 7 for the Examiner?

A. Exhibit 7 is a copy of our AFE for the proposed

Layla 35 MD Fee #2H well. It indicates the surface and

e = T Ty
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bottom-~hole lgcations, alsc the estimated well costs for
this proposed well; an estimated cost of $2,969,100 for
a cost to casing peoint, and an estimated completed well
cost of $5,910,500. This AFE is dated October 1llth,
2013.

Q. Is this cost reasonable and comparable to
costal camp wells in this area?

A. We think it is. It is.

EXAMINER EZEANYIM: You think?

THE WITNESS: It is.

EXAMINER EZEANYIM: Okay.

Q. (BY MR. BRUCE)} And were the parties who were
locatable notified of this application?

A. Yes, they were.

Q. And is that reflected in Exhibit 127

A. That is correct.

MR. BRUCE: And, Mr. Examiner, I had notice
published as against the unlocatable parties. I haven't
received that Affidavit of Publiéation. In addition, we
received a couple of letters back that looks like I had
undeliverable addresses, and I have published a second
notice in the newspaper. At the end of the hearing, I
would like this matter continued two weeks so that
publication -- those notice of affidavits of publication

can be obtained and submitted to the Division.
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Page 13
EXAMINER EZEANYIM: You want it continued

to February the 6th?
MR. BRUCE: February the 6th.
EXAMINER EZEANYIM: And this is for
purposes of providing notice?
MR. BRUCE: Notice by publication, correct.
EXAMINER EZEANYIM: Okay.

Q. (BY MR. BRUCE) And, Mr. Haden, were Exhibits 1
through 7 prepared by you or under your supervision?

A, Yes, they were.

MR. BRUCE: And, Mr. Examiner, I'd move the
admission of Exhibits 1 through 7 and 1Z.

EXAMINER EZEANYIM: Exhibits 1 through 7
and 12 will be admitted.

(Mewbourne 0il Company Exhibit Numbers 1

through 7 and 12 were cffered and admitted

into evidence.)

0. {BY MR. BRUCE) And, Mr. Haden, finally, in vyour
opinicn, 1is the granting of this application in the
interest of conservation and the prevention of waste?

A. Yes, it is.

MR. BRUCE: Mr. Examiner, I have no further
questions.

EXAMINER EZEANYIM: Thank ycu very much. :

iy
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CROSS-EXAMINATION . i

BY EXAMINER EZEANYIM:

nonstandard

A. Corréct.
MR. BRUCE: Correct.
EXAMINER EZEANYIM: So T be

stated and be in the record.

- I ————

g

And since you didn't locate everyboedy, you
did some -- you did scme publication?

MR. BRUCE: Yes. And I just haven't -- I
have submitted two notices to the newspaper to be
published, and one I won't receive probably for another
ten days. The other cne hasn't -- sometimes the
Carlsbad newspaper is slow getting the notices back to
me.

EXAMINER EZEANYIM: Ckay. Very good.

The parties you are pooling, they are not
working interests, are they?

MR. BRUCE: They are working interest --
they're all unleased working interest owners.

EXAMINER EZEANYIM: Dc we have overhead

rates 1in this case?

PAUL BACA PROFESSIONAL COURT REPORTERS
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1 MR. BRUCE: ah! I forgot about that.
EXAMINER EZEANYIM: Yeah, you did. I need
to know what I -- what we need to do, why you are
drilling and what you're producing. What is that?
REDIRECT EXAMINATION
BY MR. BRUCE:
Q. What are e overptad rates?
A. It i ;,OO and 700; 7,000 being the drilling;
700 keing the prdducing well rate.
Q. Are those the rates set forth in the JOA with

the consenting parties?

A, That's correct.

Q. Are they failr and reasonable?

A, Yes, they are.

Q. And do you request that Mewbourne be designated

cperatcer of the well?
A. We do so reqguest.
RECROSS-EXAMINATION
BY EXAMINER EZEANYIM:
Q. Okay. Now, let us get something straight here.

Are you dcing compulsory pooling from the surface to the

— ——
base of this formation?
?___—_-‘_ __/"‘-.

MR. BRUCE: Simply the Wolfcamp.

M-F*-_’—’x_\-ﬂ
EXAMINER EZEANYIM: Okay. Now, didn't he

——— ——y

tell me you want to pool that 40 acres? Did he say
e - . “'“”‘*@?—"_—“
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that? And I was wondering how they're going to share

costs.
MR. BRUCE: Yeah. That part -- let's just
o —_—
pool the Wolfcamp.

EXAMINER EZEANYIM: So we need to dismiss

"

that portion.
MR- BRUCE: Yes:
EE;AMINER EZEANYIM: No further questions,
Mr. Haden.
THE WITNESS: Thank you, Mr. Examiner.
EXAMINER EZEANYIM: Call your next witness,
please.
MR. BRUCE: Mr. Hill.
TYLER HILL,
after having been previously sworn under ocath, was
questioned and testified as follows:
CIRECT EXAMINATICN
BY MR. BRUCE:

Q. What is Exhibkit 8, Mr. Hill?

A, Exhibit 8 nine-section plat around Section 35
showing our proposed Wolfcamp lateral, Layla 35 MD,
denoted by the blue dashed line. And the structures on
top of the Wolfcamp dip into the east.

Within Section 35, I have highlighted the

other four wells that we've drilled. The two green are

Ty rrercn wrtrs o, Hobt o5 a4k i e : CEET 3 o
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Page 17
2nd Bone Spring Sand. The gray is Avalon shale, and the

brown is Delaware sand.
EXAMINER EZEANYIM: The gray is Avalon,
right?
THE WITNESS: Avalon shale, vyes, sir.
A In Section 36, there is a Weolfcamp producer.
It has produced 4,000 barrels of oil, 2,000 barrels of
water,
And in Secticon 34, there is also a Wolfcamp
producer. It has produced four-tenths of a bcf, 3,000
barrels of o0il, 14,000 barrels of water.
Q. (BY MR. BRUCE) And this is a standard well unit

in the Wolfcamp?

A. Yes,
Q. So I won't ask ycu about a nonstandard unit.
A. Right.

0. And what is Exhibit 9?

A Exhibit 9 is a three-well cross section through
the Wolfcamp interval. The horizontal target is 1G,400
feet TVD. OCur horizontal target is denoted to the right
in between the arrows.

0. In this nine-section area, 1s this the cnly
horizental Wolfcamp --

A. Yes, sir.

Q. And because Mr. Ezeanyim always likes tc ask,

Tk ok
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is there any preferred orientation in this area?

A. At this po£nt, it is north-south. There is
nothing within the immediate areas that suggest that we
should be drilling east-west. That's alsc denoted by
the other producers within the other intervals.

Q. And what is Exhibit 107

A. Exhibit 10 is simply the well in Section 34 and
Section 36 that produced in the Wolfcamp. We've got the
well name, operator, API number, lcocation -- and they're
koth vertical wells -- their completion date and then
their current production as of today.

Q. And even though this isn't a gas pocl, even
though they're vertical wells, they produce a fair
amount of liquids; is that correct?

A. Yes, sir.

Q. What is Exhibit 117

A. Exhibit 11 is a Directional Drilling Company
well plan we plan to target. And con the last page,
you}ll see our horizontal wellbore diagram.

Q. And in this well, how many completion stations?

A. I believe 30 stages wiil be used on this well.

EXAMINER EZEANYIM: It's one-mile long?
THE WITNESS: Yes, sir.
EXAMINER EZEANYIM: How did you determine

30 stages?

prreery
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Page 19 |
THE WITNESS: We use packers and ports

versus cement and perf.

EXAMINER EZEANYIM: How many stages have
you used before? Because you don't want to use, you
know -- thirty stages seems to be a little bit -- “

THE WITNESS: In other Wolfcamp wells, we
started with 20 stages, and we have since moved to 30.
We've gotten better results with 30 stages.

EXAMINER EZEANYIM: Yeah. That's the point
I'm getting to. What made you go to 307

THE WITNESS: Other wells around us were
seeling better rates, so --

EXAMINER EZEANYIM: When you used 307

THE WITNESS: When we used 20. When we use
30, we're repeating what other operators are doing
around us.

EXAMINER EZEANYIM: That's good.

Let me explore this further. If you use 20
to 30, are you producing mcre --

THE WITNESS: Yes.

EXAMINER EZEANYIM: -- when you have 30,
right.

THE WIfNESS: Yes.

EXAMINER EZEANYIM: Ckay. That's what I'm

saying. If vou go to 40, you are producing more. But I

PAUL BACA PROFESSIONAL COURT REPORTERS
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want to know that you don't have a stake that doesn't
produce‘anything. See, that happens. Sometimes you
might a stake. You don't produce anything. That stake
doesn't do anything. That's why I ask how do you
determine the stages. Ycu just told me yocu are
producing more than -- but the way you design if to get

the optimum number of stages, you have to use properties

[sic]

Page 20

to determine the number of stages to do it. I ask

that questicn because we want to prevent waste.

0.
the granting of this epplication in the interest of !
censervation and the prevention cf waste?

A.

Q.
or under your supervision? i

A.

admission of Exhibits 8, 2 and 10.

will be admitted.

THE WITNESS: Yes, sir.

M e YT

EXAMINER EZEANYIM: Go ahead.

(BY MR. BRUCE) Mr. Hill, in your opinion, is

|

And were Exhibits 8, 9 and 10 prepared by you

Yes, sir.

AL

MR. BRUCE: Mr. Examiner, I'd move the
EXAMINER EZEANYIM: Exhibits 8, 9 and 10
{(Mewbourne 0il Company Exhibit Numbers 8, 9

and 10 were offered and admitted into

evidence.)
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Page 21
MR. BRUCE: Nothing further of this

witness. '

EXAMINER EZEANYIM: Before 1 ask a
guestion, let me make a request. When you are entering
your exhibits, sometimes you start with -~ I tend to
miss which one to admit or which one not %o admit. I
know you put your notices [sic) 12, 13 or something. Is
there any reason why you couldn't come in after the land
testimony and put it in there so that I can say Exhibits
1 through 9 will be admitted, instead jumping up and
down? I want to make sure I get it into the record.

MR. BRUCE: The reason why is because
Mewbourne sent me their exhibits, and I went through and
marked them up and put them all together, and I did my
notice exhibits later and realized I had a iot of space
{laughter) .

EXAMINER EZEANYIM: So we can improve next
time. See what I mean, you know? I find it difficult
to try to say which ones to admit.

MR. BRUCE: I understand.

EXAMINER EZEANYIM: I like to streamline
processes, you know. So thank you for -- I mean, it's

just a request. Ycu can do whatever you want.
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CROSS-EXAMINATION
BY EXAMINER EZEANYIM: i
Q. Okay. Let's go back to Exhibit Number 10. I
see those are vertical wells, right --
A. Yes, sir.
0. -- and they're in the Wolféamp Formation?

You drilled there for gas initially, right?

A, Yes, sir.

Q. They're producing o0il?

b, Yes, sir.

Q. So you have drilled them for oil. See,

because, you know, one produces zerc gas.

A, Correct.

Q. S0 I den't know what we should do with that
pool now. I know we designed our way to drill from a
gas well, but here it's making oil, which is really
fantastic, you know. This is a vertical well doing
this. This one has produced 8 million -- well, not 8
million. Serry. 8,000, you know. I mean, see, you
guys confuse me. I'm sorry I'm from the old school.
When I use -- small letter M for me is million, vyou
know. So 8,000. 2nd then you see the well -- .4 bcf is
okay, but you want zero bcf. So my guestion there is
not related to this application. Should we be exploring

for o0il or gas in this formaticn?
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MR. BRUCE: Well, I suppeose I could ask the

question.
EXAMINER EZEANYIM: I'm not asking you.
I'm asking --
REDIRECT EXAMINATION
BY MR. BRUCE:
Q. You know, 1s one of the reasons you're drilling
because it's oil rich?
A. We believe -= yes, it's oil rich.
CONTINUED CROSS~-EXAMINATION
BY EXAMINER EZEANYIM:
Q. If you drill this horizontal well from here, a

snapshot {sic], you are going to produce more oil than

gas?
A. We hope s0.
Q. That's fantastic.
BY MR. BRUCE: But with respect to the
spacing, I mean, this is =- long ago, this acreage was

placed within the South Culebra Bluff gas pocl, so
that's why.

EXAMINER EZEANYIM: Yeah. That's why. I
understand ail that. Okay. Good.

And you are just pooling the Wolfcamp? You
are not pooling from the top to the -- of the Wolfcamp?

Yeou are just pooling on that Wolfcamp, right?

TN
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MR. BRUCE: Correct. i

EXAMINER EZEANYIM: On the horizontal well?
Not from the surface?

MR. BRUCE: Correct.

EXAMINER EZEANYIM: So let me understand.
We are golng tc dismisé the pooling of the southwest
quarter-southwest quarter on that section, and we are
going to dismiss the unorthodox location of this well
because you already got the approval; is that right?

MR. BRUCE: That's correct.

EXAMINER EZEANYIM: Makes 1t easier for
further questions.

And, Counsel, you want this case to be
continued for two weeks?

MR. BRUCE: Mr. Examiner, I think -- I know ]
I have other people to -- but I want to make sure before
I call them.

EXAMINER EZEANYIM: You want it continued?

MR. BRUCE: That's correct.

EXAMINER EZEANYIM: Who wants to go first?

MR. THOMAS GREGORY: Tom Gregory.

EXAMINER EZEANYIM: Tom Gregory?

MR. THOMAS GREGORY: Yes.

(Witnesses sworn.)

ez
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THOMAS GREGORY,

after having been first, auly sworn under cath,
stated the' following:

MR. THOMAS GREGORY: Mr. Chairman and
Examiner, cur family has owned this lease since 1986.
There's been a iot of controversy about a lot of
different owners in this area.

The first thing I wanted to do here today
is to thank Paul Haden and Mewbourne 0il Company.
They're so much different than any other o0il company
I've heard operating in the old days in the area. They
did provide us with a royalty statement for the general
group. All of the different lease owners purported to
own it. However, what I originally meant in my request
was could they possibly state correctly or estimate a
percentage that we would own if we did not do a quiet
acticon to eliminate other classes? We know there are
legitimate people in this and pecople that are good
citizens in ocour area, and they all think, you know, they
have got an ownership here.

Rather than do a quiet title on each
well -- and there are sc many wells in this area; it's
gotten so complicated ~-- that I thought it might be
easier to find out frem them, using the escrow analysis,

what percentage our family would own if we did no guiet
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title at all.

Is that possible?

MR. HADEN: Due to the current uncertainty
of your all's ownership, I don't think that's possible.
We don't know who owns -- i

EXAMINER EZEANYIM: Excuse me. Excuse me.
That's not how this hearing goes. If you want tec call
him and ask him questions, he has to come back te the H
witness stand, and then you may step aside and ask
guestions.

What you are asking me to do -- 1f you want
me to determine your value, that's not my Jjob.

MR. THOMAS GREGORY: Right. T understand.

EXAMINER EZEANYIM: COCkay. But what you are
doing is what you're supposed to do. If you want to do
that, you may have to call Mr. Haden back, and then you
can ask any qguestion you want to ask him.

MR. THOMAS GREGORY: Okay.

EXAMINER EZEANYIM: I'm sorry I didn't ask
yvou —-— I should have asked. Do you want to ask him
questions? If you want --

MR. THOMAS GREGORY: Just if he could
supply that information to us. That's all I want. If
he could supply the information about if we did not dc a

guiet title action here to clear up those guestions. We

bttt FrrE T e— rrerrmres
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are filed on record in Eddy Ccunty as having an
ownership in this legally. There was a comma missing,
and we've had some problems with that. We'wve tried to

rectify it. You get down to deing quiet title actions,

the expense versus the -- it beccmes a diminishing
re%urn on your income from the royalty once you spend
all that money.

EXAMINER EZEANYIM: I understand.

MR. THOMAS GREGORY: And then what I would ]
also like to know is how many wells will be drilled and |
exist there now.

EXAMINER EZEANYIM: Ckay. Now, you may
have Mr. Haden step back to the witness stand and ask
those questions, so we can get them on the record. I
want you to ask that question to Mr. Haden, so we can
get the information on the record.

MR. THOMAS GREGORY: Right. And I do have
some guestions of the Mineral Board [sic] about escrowed
money if it's not paid to us.

EXAMINER EZEANYIM: Yeah. You can ask
that. I'm not a witness, but you can ask me anything.

Ckay. Mr. Haden, take the stand and answexr
the question.

MR. THOMAS GREGORY: OnéTlast question: Is

there someone from the Panagopoulos family here or

Yy
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someone fhat represents them?

EXAMINER EZEANYIM: Okay. The formality --
I want to make sure we do it right.

MR..THOMAS GREGORY: I understand.

EXAMINER EZEANYIM: FEverything has tc be on
the record.

MR. THOMAS GREGORY: Got it.

EXAMINER EZEANYIM: That's why we conduct
the hearing.

But you can step aside sit, you know, and
just ask him a guestion as a witness, any question you
want to ask him.

PAUL HADEN, H
after having been previously sworn under oath, was
recalled, questiocned and testified as follows:

CROSS-EXAMINATION

BY MR, THOMAS GREGORY: i

Q. Is it possible -- not are you going to do it.
But is it possible to give us a percentage with no guiet
was actioned and if all the other people had legitimate
title?

A. Well, Mr. Gregory, I don't see how 1t 1s
possible since we can't determine the ownership.

Q. But let's say they're all legitimate owners,

and we said we agree that they're all legitimate owners.

kA
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AT i

that case.

A. Well y'all would have to get together and
decide that by doing some kind of stipulation of
interest setting forth what you-all all agree upon what
your interest is, and that could be in lieu of a quiet
title suit. But you have to get every cne of these
owners and/or their heirs involved in this, which might
be impossible to do.

Q. Are you saying it is impossible to do without a
quiet title actien?

A. That's my personal opinion.

Q. Okay. But do we have an attorney from your

cempany that represents Mewbourne that would know that

opinion?
A, Well, our title attorney is not here. He's --
Q. I understand he's a hearing attorney,
basically.
A. Yes.
Q. Can you answer to us how many wells will be i

drilled through this section, whether horizontal or
vertical, and how many exist now in this acreage that's
claimed by the Gregorys and the Ervins?

A. Sure. Currently, there are very four producing

wells. One is in the Avalon Bone Spring interwval, which
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is more gassiexy than oily. There is one of those wells.
There is also a well in the Brushy Canyon, which is in
the Delaware Formation, and then there are two
horizontal Bone Spring wells that were drilled in the
2nd Bone Spring Sand interval.

Q. The report you gave us only showed three wells,
two with money [sicl, and one that hasn't been
determined yet on an escrow, an advance?

A. Yes. We have not examined title on that third
one listed on my letter, and we haven't started a title
examination on this fourth well.

EXAMINER EZEANYIM: Excuse me, Mr. Gregory.
You know, this is an open hearing. Anybody can come in
here. But I think what you are asking is -- what you
guys are talking about should have been talkea about in
your offices. It's not something that will really help
us decide on whether to grant the relief being sought by
the Applicant. So what I think I heard ycu say 1is that
you are trying to negotiate with him now on your cwn
property, which the OCD is not -- we're not involved in
those.

MR. THOMAS GREGORY: I know.

EXAMINER EZEANYIM: I thirk what you should
have done -- and then if you have a disagreement with

that, then you have to seek other relief. We don't --
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you know, like you are asking me about escrow. We don't
manage escrow. We don't keep escrow. We don't do
anything. We don't determine that. You may have to get
an attorney or a land person to help you with that. The
gquestions you are asking you should be asking Mr. Haden
in his office and see what you get. And if you had done
that, you may not have appeared at this hearing.

But this is a hearing, and we give leeway
to everybody. I allowed you to ask these questions. So
please, I want you to keep it short and ask the
guestions, because I don't want you not to ask your
questions. But I want to let you know that this belongs
in your offices, not in the hearing.

MR. THOMAS GREGORY: Right.

EXAMINER EZEANYIM: Unless you have a
technical issue that prevents this well from being
drilled, that's really what I want to hear, but not what
your interest 1s because we are not interested in those.

MR. THCMAS GREGCORY: I understand. i

EXAMINER EZEANYIM: I want you to
understand, especially your brother or whoever is
coming, tc know that we don't negetiate title at the
hearing.

MR. THCMAS GREGORY: Right. Well, I'm

basically finished.
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. Q. (BY MR. GREGORY) I just wanted to know what

ro

happens to the money, if you don;t pay us, that's in
this escrow account. Who does it go to?

A. It is my understanding, after seven years, it
goes to the State Treasury.

Q. So the State of New Mexico, basically, who is
the mineral gas autherity, will benefit if no settlement
is made with us; 1s that correct?

A. That's correct.

Q. Thank you. That's all.

EXAMINER EZEANYIM: Thank you. But you
understand what I said.
MR. THOMAS GREGORY: Yes, I do.

EXAMINER EZEANYIM: Do you have more

guestions?
MR. THOMAS GREGORY: That's it.
EXAMINER EZEANYIM: Okay. Thank you.
Next fact witness?
Lre you going to ask guestions?
MR. WILLIAM GREGORY: T would like tc ask
questiocns.

EXAMINER EZEANYIM: Okay.
WILLIAM GREGORY,
after having been previously sworn under oath,

stated the following:

pe=ser ey R b
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MR. WILLIAM GREGORY: I'm William Gregory.

Well, in light of what you discussed with
my brother, I'm gathering my thoughts, but I'll be
brief.

I want to thank you, Your Honor, for giving
me a few minutes. TI'll get right to the point.

As I stated in the last hearing, the Ervins
and the Gregorys were just good ol' boys who were best
friends and worked together in the potash mines of i
Carlsbad, New Mexicc and purchased some mineral rights
with hard-earned dollars and good faith. I was named in
honor of Clarence Ervin, affectionately known as
Browning f{sic]. I'm the best to represent our mineral

interest group on behalf of my brother and the rest of

the group, and we're all in agreement.

And we're not trying to cause any problems ﬁ
with anybody drilling a well or anything like that.

It's just that we're net skilled in the art of what
you're tatking about, so, therefore, I have to -- I need
to just speak from my frame of reference.

I'm not here to, you know, to embarrass
anyone with whatever I say. But to get down to it,
after carefully studying the case in regards to our
interest, I've come to a possible resolution, and the

resclution I've chosen to present frcem our beloved
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brother who .passed away basically on his dying bed, he

said -- he gave me the solution, that if I feel that if
we would humble ourselves and repent of our sin in
regards to not having the proper paperwork done when our
parents purchased the mineral interests, that a higher
power or higher court might just come along and heal our
land.

And I'm here to ask humbly for God to heal
cur land. And for Mewbourne 0il, which has been really
great to us -- they've done everything just exactly
right. We really like them. We even like the attorney
{laughter) .

MR. HADEN: We do, too.

{(Laughter.)

MR. WILLIAM GREGORY: So, you know, the way
I understand the law from my frame of reference, it's
not sin, but it's the manner in which sin is dealt with.
So we've forgiven from the sin. So I'm speaking tc you
in the way of the spirit. I am part Indian, and that's
just the way I've understood things since I've grown up.
So on behalf of our group, I publicly humble ourselves,
and in the name of Jesus, my =-- and it's our family, and
known and unknown sins, I further petition Mewbourne (¢il
Company, in our mineral interests, that we're not

interested in doing litigaticn or quiet title actions.
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So finally receiving -- knowing how much money is in
suspense [sic]; since Mewbourne ©il is so skilled in the
art of oil production and dealing with guiet titles and
people who have interests that are unknown, known and
unknown, or 1f there is a problem with the title, we
just ask for a fair offer that we could gladly sign.

And we would ask for blessingé on Mewbourne
0il and their continued success in the oil field and
blessings for peace and fulfillment and any righteous
cffer to our little grcup. And I'll send you a letter
to that effect. And I'm sorry if this wasn't the place
to do that, but I made it public. From my frame of

reference, that's what I had to do; that was on my

heart.
MR. HADEN: I understand.
MR. WILLIAM GREGORY: Thank you. I'm done.
EXAMINER EZEANYIM: Are you done?
MR. WILLIAM GREGORY: Yes, sir.
EXAMINER EZEANYIM: Because I don't want to
not allow you to -- is that all you want to say? You

have to have a right to say everything you want to say.
Right?

MR. WILLIAM GREGORY: Yes. I do appreciate
all the freedom you've given me today, sir.

EXAMINER EZEANYIM: Okay. Thank you very
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we have to know what is going on. So thank you very

much.

15082 will be continued to February 6th for the purpose
of providing testimony. Right?

—_— MR. BRUCE: Providing publication notice.

oth.
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You understand the concerns we have? O0f course, §

MR. WILLIAM GREGORY: Thank you.
EXAMINER EZEANYIM: Anything further?
!

MR. BRUCE: No, sir.

EXAMINER EZEANYIM: At this poeint, Case

P et

N N

EXAMINER EZEANYIM: Continued to February

.

(Case Number 15082 concludes, 11:02 a.m.)
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