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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 
OIL CONSERVATION DIVISION 

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

ORIGINAL 
APPLICATION OF MEWBOURNE OIL 
COMPANY FOR A NONSTANDARD 
SPACING AND PRORATION UNIT AND 
COMPULSORY POOLING, EDDY 
COUNTY, NEW MEXICO. • 
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TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

September 2, 2010 8:29 a.m. 

Santa Fe, New Mexico 
C3 

r n 

O 

BEFORE: 

rn 

TERRY WARNELL, H e a r i n g Examiner ° C 
DAVID K. BROOKS, Le g a l A d v i s o r W C 

ro v 
cr 

T h i s m a t t e r came on f o r h e a r i n g b e f o r e t h e New 
Mexico O i l C o n s e r v a t i o n D i v i s i o n , TERRY WARNELL, 
He a r i n g Examiner, and DAVID K. BROOKS, Le g a l 
A d v i s o r , on Thursday, September 2, 2 010, a t t h e New 
Mexico Energy, M i n e r a l s and N a t u r a l r e s o u r c e s 
Department, 1220 South S t . F r a n c i s d r i v e , Room 102, 
Santa Fe, New Mexico. 

REPORTED BY: Paul Baca 
Paul Baca Court R e p o r t e r s 
500 F o u r t h S t r e e t , NW - S u i t e 105 
Albuquerque, New Mexico 87102 
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1 THE EXAMINER: Case No. 14530, A p p l i c a t i o n 

2 o f Mewbourne O i l Company f o r a non s t a n d a r d s p a c i n g 

3 and p r o r a t i o n u n i t and compulsory p o o l i n g , Eddy 

4 County, New Mexico. 

5 I c a l l f o r appearances p l e a s e . 

6 MR. CARR: May i t p l e a s e t h e Examiner? 

7 My name i s W i l l i a m F. Carr, o f t h e 

8 Santa Fe o f f i c e o f H o l l a n d & H a r t , LLP. We 

9 r e p r e s e n t Mewbourne O i l Company i n t h i s m a t t e r and 

10 r e q u e s t p e r m i s s i o n t o p r e s e n t t h e case by a f f i d a v i t . 

11 THE EXAMINER: Thank you, Mr. Carr. 

12 MR. CARR: May i t p l e a s e t h e Examiner? 

13 I n t h i s case, Mewbourne seeks t h e c r e a t i o n 

14 o f a no n s t a n d a r d s p a c i n g and p r o r a t i o n u n i t and 

15 compulsory p o o l i n g . 

16 And t h e area t o be d e d i c a t e d t o t h e 

17 proposed p r o j e c t area f o r t h i s w e l l i s comprised o f 

18 a n o n s t a n d a r d s p a c i n g u n i t b e i n g t h e west h a l f o f 

19 t h e southwest q u a r t e r o f S e c t i o n 24 and t h e west 

20 h a l f o f t h e n o r t h w e s t q u a r t e r o f S e c t i o n 25 i n 

21 Township 19 South, Range 2 5 East. And Mewbourne 

22 a l s o seeks t o p o o l c e r t a i n i n t e r e s t s w i t h i n t h i s 

23 h o r i z o n t a l w e l l p r o j e c t area. 

24 Mewbourne owns a w o r k i n g i n t e r e s t i n b o t h 
I 

25 t h e west h a l f o f t h e southwest q u a r t e r o f S e c t i o n 24 
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and the west h a l f of the northwest q u a r t e r of 

2 Section 25, which are the t r a c t s proposed t o be 

3 dedicated t o the subject w e l l , which i s the Wyatt 

4 Draw 24/25 LE Well No. IH. 

5 I t ' s a h o r i z o n t a l w e l l t o be d r i l l e d from 

6 a standard surface l o c a t i o n i n Section 24 t o a 

7 standard bottom hole l o c a t i o n i n Section 25. 

8 E x h i b i t A i s a p l a t of the subject lands 

9. showing the proposed p r o j e c t area and the w e l l 

10 l o c a t i o n . 

11 The proposed p r o j e c t area c o n s i s t s of 

12 approximately 25 fee leases. E x h i b i t B l i s t s the 

13 nature and percentage of the ownership i n t e r e s t i n 

14 the subject p r o j e c t area. 

15 This p o o l i n g and t h i s a p p l i c a t i o n has been 

16 i n s t i t u t e d t o pool the i n t e r e s t of Nearburg 

17 E x p l o r a t i o n Company, LLC, a working i n t e r e s t owner 

18 i n these t r a c t s and a working i n t e r e s t owner who 

19 does not oppose t h i s a p p l i c a t i o n . 

20 The a f f i d a v i t provides t h a t Mr. Corey 

21 M i t c h e l l , the land man responsible f o r the 

22 development of the p r o j e c t , made a g o o d - f a i t h e f f o r t 

23 t o reach v o l u n t a r y agreement f o r the development of 

24 these lands w i t h Nearburg. 

25 A copy of the w e l l proposal l e t t e r and 
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1 r e l e v a n t correspondence between Mewbourne and 

2 Nearberg i s attached as E x h i b i t C. 

3 Mewbourne requests t h a t Nearberg 

4 E x p l o r a t i o n Company be pooled and t h a t Mewbourne be 

5 designated operator of t h i s w e l l and the p r o j e c t 

6 area. 

7 Mewbourne proposes overhead charges 

8 (combined f i x rates) of 6,000 a month while d r i l l 

9 and 600 a month w h i l e producing the w e l l . 

10 Attachment D t o Mr. M i t c h e l l ' s a f f i d a v i t 

11 i s a copy of the AFE f o r the w e l l . 

12 The o f f s e t operators surrounding the 

13 p r o j e c t area are now only Nearberg E x p l o r a t i o n 

14 Company t h a t o f f s e t s t h i s t r a c t t o the n o r t h , the 

15 east and the west. 

16 And Marshall & Winston, Inc., as i n d i c a t e d 

17 on E x h i b i t B, i s p a r t i c i p a t i n g i n the w e l l . 

18 Approval of the a p p l i c a t i o n w i l l avoid the 

19 d r i l l i n g of unnecessary w e l l s t h a t w i l l prevent 

20 waste and p r o t e c t c o r r e l a t i v e r i g h t s . 

21 And t h a t concludes the a f f i d a v i t of Corey 

22 M i t c h e l l , the land person. 

23 Now, E x h i b i t 2 i s an a f f i d a v i t of Jason 

24 Lodge. Mr. Lodge i s a petroleum g e o l o g i s t . And 

25 t h i s a f f i d a v i t i s presented t o show t h a t the 
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1 combining of the spacing u n i t s i n t o a nonstandard 

2 p r o r a t i o n u n i t i s reasonable and prudent and i s an 

3 appropriate way t o develop these lands. 

4 And Mr. Lodge's testimony also shows t h a t 

5 a l l spacing u n i t s w i l l c o n t r i b u t e s i g n i f i c a n t 

6 produ c t i o n t o t h i s w e l l from the Yeso formation. 

7 As s t a t e d i n the a f f i d a v i t , Mr. Lodge i s a 

8 g e o l o g i s t w i t h Mewbourne. He's f a m i l i a r w i t h the 

9 geology i n the area. 

10 Attached t o h i s a f f i d a v i t i s a s t r u c t u r e 

11 map of the top of the Yeso formation. I t shows t h a t 

12 the formation dips g e n t l y t o the east. This 

13 attachment also contains p r o d u c t i o n data f o r a l l 

14 e x i s t i n g w e l l s i n the pool. 

15 Attachment B i s a cross - s e c t i o n t h a t shows 

16 the productive i n t e r v a l and the s t r a t i g r a p h i c t a r g e t 

17 f o r Yeso w e l l s i n the area. 

18 Attachment C i s the h o r i z o n t a l d r i l l i n g 

19 plan f o r the subject w e l l . I t shows t h a t the 

20 h o r i z o n t a l w e l l w i l l t e s t a gr e a t e r r e s e r v o i r l e n g t h 

21 and w i l l increase the chances f o r an economic 

22 completion. 

23 A l l f o u r q u a r t e r sections i n the w e l l are 

24 prospective i n the Yeso formation, and Mewbourne 

25 a n t i c i p a t e s producing reserves from each of these 
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2 W i t h t h a t , I would move t h e a d m i s s i o n o f 

3 Mewbourne E x h i b i t s 1 and 2, and r e q u e s t t h a t t h e 

4 case be t a k e n under advisement. j 

5 THE EX7AMINER: E x h i b i t s 1 and 2 are 

6 a d m i t t e d . 

7 ( E x h i b i t s 1 and 2 were a d m i t t e d . ) 

8 Q u e s t i o n s , Mr. Brooks? 

9 MR. BROOKS: Yes, thank you. 

10 W e l l , I see you made t h e g e o l o g i c e x h i b i t s 

11 b i g enough t o s a t i s f y Mr. W a r n e l l . 

12 MR. CARR: Yes, we d i d . We a l s o i n c l u d e d 

13 them t h i s t i m e . 

14 MR. BROOKS: I a p p r e c i a t e t h a t . T h i s i s 

15 t h e Yeso p r o s p e c t , you said? 

16 MR. CARR: Yes, s i r . 

17 MR. BROOKS: And so I suppose i t ' s on 

18 40 ac r e spacing? 

19 MR. CARR: Yes, i t i s . 

20 MR. BROOKS: And you're combining f o u r 

21 s p a c i n g u n i t s i n two d i f f e r e n t s e c t i o n s ? 

22 MR. CARR: C o r r e c t . 

23 MR. BROOKS: And you r e f e r r e d t o t h e 

24 ownership by t h e h a l f s e c t i o n s . I s t h e ownership 

25 w i t h i n t h e h a l f s e c t i o n s u n i f o r m ? 
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1 MR. CARR: I don't know. 

2 MR. BROOKS: Okay. 

3 MR. CARR: I t i s shown. The ownership, I 

4 b e l i e v e , i s shown. But t h e o n l y i n t e r e s t owners i n 

5 b o t h o f t h e h a l f s e c t i o n s a re v o l u n t a r i l y committed 

6 t o t h e w e l l . 

7 MR. BROOKS: The o n l y i n t e r e s t owner 

8 t h a t ' s n o t v o l u n t a r i l y committed i s Nearberg? 

9 MR. CARR: That i s c o r r e c t . 

10 MR. BROOKS: Okay. And I suppose t h e y had 

11 a c t u a l n o t i c e ? 

12 MR. CARR: Yes, t h e y d i d . 

13 MR. BROOKS: Okay, t h a t ' s good. 

14 And you're n o t a s k i n g f o r any p o o l i n g o f 

15 any f o r m a t i o n o t h e r t h a n t h e Yeso, so we don't have 

16 t o e s t i m a t e t h a t ? 

17 MR. CARR: C o r r e c t . 

18 MR. BROOKS: Okay. I t h i n k t h a t ' s a l l I 

19 have. Thank you. 

2 0 THE EXAMINER: Okay. So i t ' s j u s t t h e 

21 Yeso f o r m a t i o n ? You're n o t g o i n g f r o m t h e s u r f a c e 

22 t o t h e bottom? 

23 MR. CARR: No. 

24 THE EXAMINER: A l l r i g h t . W i t h t h a t , t h e n 

25 Case No. 14530 w i l l be t a k e n under advisement. 
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(The h e a r i n g c o n c l u d e d a t 8:36 a.m. 
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