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1 EXAMINER BROOKS: Okay. Back on the record. 

2 We'll c a l l Case Number 14596, the a p p l i c a t i o n of 

3 Mewbourne O i l Company f o r a non-standard spacing and 

4 p r o r a t i o n u n i t unorthodox w e l l l o c a t i o n and compulsory 

5 p o o l i n g , Eddy County, New Mexico. 

6 C a l l f o r appearances. 

7 MR. CARR: May i t please the Examiner, my 

8 name i s W i l l i a m F. Carr w i t h the Santa Fe o f f i c e of 

9 Holland & Hart. We represent Mewbourne O i l Company i n 

10 t h i s matter, and I have two witnesses. I would also 

11 l i k e the record t o r e f l e c t t h a t the witnesses have both 

12 p r e v i o u s l y t e s t i f i e d today, t h e i r q u a l i f i c a t i o n s have 

13 been accepted and they remain under oath. 

14 EXAMINER BROOKS: Very good. The record so 

15 r e f l e c t s . You may proceed. 

16 MR. CARR: Our f i r s t witness i s Corey 

17 M i t c h e l l . 

18 COREY MITCHELL 

19 a f t e r having been f i r s t d u l y sworn under oath, 

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

21 DIRECT EXAMINATION 

22 BY MR. CARR: 

23 Q. Mr. M i t c h e l l , would you b r i e f l y summarize f o r the 

24 Examiners what Mewbourne seeks i n t h i s case? 

25 A. Mewbourne O i l Company i s seeking approval of an 
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1 unorthodox surface l o c a t i o n , non-standard spacing and 

2 p r o r a t i o n u n i t which makes up the east h a l f northwest 

3 qu a r t e r i n the northeast southwest quarter of 

4 Section 24, Township 19 South, Range 25 East, and also 

5 approval of compulsory p o o l i n g . 

6 Q. What i s the surface l o c a t i o n f o r the well? 

7 A. The surface l o c a t i o n i s 990 from the south l i n e 

8 and 1650 from the west l i n e . Bottom hole l o c a t i o n i s 

9 330 from the n o r t h l i n e and 1650 from the west l i n e . 

10 And both of those are of s e c t i o n 24. 

11 Q. Let's go t o E x h i b i t Number 1. And using t h i s 

12 e x h i b i t , would you review f o r the Examiners the l o c a t i o n 

13 and how the surface l o c a t i o n r e l a t e s t o the h o r i z o n t a l 

14 w e l l p r o j e c t area? 

15 A. This land p l a t here i s a Midland Map land p l a t . 

16 I t shows our proposed l a t e r a l , and our spacing u n i t i s 

17 o u t l i n e d i n yellow. I t also shows the ownership i n the 

18 immediate area. 

19 Q. What i s the primary o b j e c t i v e i n the well? 

2 0 A. I t i s the Yeso formation. 

21 Q. And was t h i s i n the defined pool? 

22 A. I t i s the North Seven R i v e r s - G l o r i e t a Yeso Pool. 

23 Q. Let's r e f e r t o what has been marked as E x h i b i t 2. 

24 Would you e x p l a i n t o the Examiners what t h i s shows? 

25 A. E x h i b i t 2 i s the t r a c t ownership f o r t h i s 
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1 p r o r a t i o n u n i t . We have Nearburg E x p l o r a t i o n , which i s 

2 marked by an a s t e r i s k as t o whom we are p o o l i n g today. 

3 Q. Have a l l the i n t e r e s t s , other than Nearburg, 

4 v o l u n t a r i l y committed t o the d r i l l i n g of t h i s well? 

5 A. Yes, s i r . 

6 Q. And what i s the st a t u s of your n e g o t i a t i o n s w i t h 

7 Nearburg? 

8 A. Nearburg has v e r b a l l y , and i n my E x h i b i t 3 

9 they've w r i t t e n us a l e t t e r s t a t i n g t h a t they would l i k e 

10 t o p a r t i c i p a t e but not n e c e s s a r i l y under a JOA. And I 

11 would l i k e t o note t h a t we have other w e l l s i n t h i s 

12 s e c t i o n where Nearburg has p a r t i c i p a t e d under an order 

13 as opposed t o a JOA. 

14 Q. You a n t i c i p a t e t h a t i s what they w i l l do here? 

15 A. Yes, s i r . 

16 Q. Would you go t o Mewbourne E x h i b i t 3, i d e n t i f y 

17 t h i s and review i t f o r Mr. Brooks and Mr. Jones. 

18 A. E x h i b i t 3 i s my summary of communications w i t h 

19 Nearburg. I guess we proposed the w e l l t o them i n 

20 December of 2010, and I've had several correspondences 

21 w i t h Mr. Ken Dixon w i t h Nearburg u n t i l the present day. 

22 Q. And are your n e g o t i a t i o n s w i t h Nearburg at t h i s 

23 p o i n t v i r t u a l l y a t a close? 

24 A. Yes, s i r . 

25 Q. Would you r e f e r t o E x h i b i t Number 4, the AFE, and 
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review the t o t a l s on t h a t e x h i b i t ? 

2 A. E x h i b i t 4 i s an AFE w i t h the estimated w e l l cost 

3 f o r t h i s w e l l . We have dry hole costs of 752,700, and 

4 completed costs of 1,792,300. 

5 Q. Are these costs i n l i n e w i t h what Mewbourne has 

6 charged f o r other w e l l s i n the area? 

7 A. Yes, s i r . 

8 Q. Have you made an estimate of overhead and 

9 a d m i n i s t r a t i v e costs i n c u r r e d w h i l e d r i l l i n g the w e l l 

10 and also w h i l e producing i t i f i t i s successful? 

11 A. Yes, s i r . We have $6,000 a month while d r i l l i n g 

12 and $600 a month while producing. 

13 Q. Are these the f i g u r e s t h a t the other i n t e r e s t 

14 owners w i l l agree t o i n the JOA? 

15 A. Yes, s i r . 

16 Q. And you recommend t h a t these f i g u r e s be 

17 i n c o r p o r a t e d i n t o the order t h a t r e s u l t s from today's 

18 hearing? 

19 A. Yes, s i r . 

20 EXAMINER BROOKS: What were the f i g u r e s 

21 again? 

22 MR. MITCHELL: 6,000 a month f o r d r i l l i n g 

23 and 600 a month f o r producing. 

24 EXAMINER BROOKS: Thank you. 

25 Q. (By Mr. Carr) The j o i n t o p e r a t i n g agreement f o r 
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t h i s w e l l , does i t provide t h a t these overhead 

2 a d m i n i s t r a t i v e costs be adjusted pursuant t o COPAS 

3 procedures? 

4 A. Yes, s i r . 

5 Q. And do you request t h a t the order entered i n t o i n 

6 t h i s case w i l l l i k e w i s e provide t h a t these costs w i l l be 

7 adjusted against the Nearburg i n t e r e s t i n accordance 

8 w i t h the COPAS procedures? 

9 A. Yes, s i r . 

10 Q. Does Mewbourne request a 2 00 percent charge be 

11 assessed against the Nearburg i n t e r e s t ? 

12 A. Yes. 

13 Q. And t h a t ' s i f they don't p a r t i c i p a t e ? 

14 A. Correct. 

15 Q. Does Mewbourne seek t o be operator of the well? 

16 A. Yes, s i r . 

17 Q. I s E x h i b i t Number 5 an a f f i d a v i t c onfirming t h a t 

18 n o t i c e of t h i s a p p l i c a t i o n has been provided t o 

19 Nearburg? 

20 A. Yes, s i r . 

21 Q. Mr. M i t c h e l l , would you go back t o E x h i b i t 1, 

22 please? 

23 A. Okay. 

24 Q. And E x h i b i t 1 shows the h o r i z o n t a l w e l l p r o j e c t 

25 area f o r t h i s w e l l . 
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A. Correct. 

2 Q. What i s the st a t u s of the ownership i n 

3 Section 24? 

4 A. A l l of Section 24, w i t h the exception of the west 

5 h a l f northwest quarter, i s committed t o the same JOA 

6 w i t h a l l p a r t i e s , a l l working i n t e r e s t owners i n t h a t 

7 s e c t i o n being signed up on the same JOA w i t h the 

8 exception of Nearburg who i s also the owner of the west 

9 h a l f northwest quarter. 

10 Q. And who owns the south h a l f of Section 13? 

11 A. Mewbourne O i l Company. 

12 Q. And so i n t h i s s i t u a t i o n you a c t u a l l y e i t h e r own 

13 or have n o t i f i e d Nearburg so a l l o f f s e t t i n g owners have 

14 been n o t i f i e d ? 

15 A. Yes, s i r . 

16 Q. Were E x h i b i t s 1 through 5 prepared by you or 

17 compiled under your d i r e c t i o n and supervision? 

18 A. Yes, s i r . 

19 MR. CARR: May i t please the Examiners, a t 

20 t h i s time we move the E x h i b i t s 1 through 5. 

21 EXAMINER BROOKS: 1 through 5 are admitted. 

22 [ E x h i b i t s 1 through 5 admitted.] 

23 Q. (By Mr. Carr) Mr. M i t c h e l l , does Mewbourne also 

24 request t h a t i f p o s s i b l e t h i s order be expedited t o 

25 accommodate your d r i l l i n g schedule? 
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1 A. Yes, s i r . 

2 MR. CARR: That concludes my d i r e c t 

3 examination of Mr. M i t c h e l l . 

4 EXAMINER BROOKS: Okay. What was the w e l l 

5 name? 

6 MR. MITCHELL: I t w i l l be the Wyatt Draw 24 

7 KC, Number IH. 

8 EXAMINER BROOKS: And the surface l o c a t i o n 

9 i s 990 from the south and 1650 from the west? 

10 MR. MITCHELL: Yes, s i r . 

11 EXAMINER BROOKS: And the bottom hole I got 

12 down here i s 330 from the n o r t h and 1650 from the west. 

13 MR. MITCHELL: Yes, s i r . 

14 EXAMINER BROOKS: 990 from the south. So 

15 you're doing -- oh, yeah, you're doing three spacing 

16 u n i t s i n i n s t e a d of four? 

17 MR. MITCHELL: Yes, s i r . 

18 EXAMINER BROOKS: And your surface l o c a t i o n 

19 i s outside the spacing u n i t s down i n the southeast 

2 0 southwest; i s t h a t correct? 

21 MR. MITCHELL: Yes, s i r . 

22 EXAMINER BROOKS: Okay. And Nearburg i s the 

23 only p a r t y you're pooling? 

24 MR. MITCHELL: Yes, s i r . 
2 5 EXAMINER BROOKS: And you're p o o l i n g only 
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1 the Yeso? 

2 MR. MITCHELL: Yes, s i r . 

3 EXAMINER BROOKS: Okay. Mr. Jones? 

4 EXAMINER JONES: That's south h a l f south 

5 h a l f of 24, you sa i d t h a t ' s under JOA. But l e t ' s say 

6 the southeast of the southwest, who would be the 

7 operator of t h a t one? 

8 MR. MITCHELL: Mewbourne O i l Company. 

9 EXAMINER JONES: So there's no land reason 

10 not t o include t h a t . So there must be a geologic 

11 reason? 

12 MR. MITCHELL: Yes, s i r . I t h i n k i t ' s -- I 

13 b e l i e v e i t ' s going t o be used i n a w e l l going south i f 

14 t h i s w e l l works out. The n o r t h h a l f of Section 25 i s 

15 also included i n t h i s JOA. 

16 EXAMINER JONES: Okay. 

17 EXAMINER BROOKS: I f o r g o t t o ask. I f o r g o t 

18 t o ask, and I'm glad you asked about the south h a l f . I f 

19 Mewbourne i s the operator, i s the working i n t e r e s t 

20 ownership i d e n t i c a l t o t h a t i n the proposed u n i t ? 

21 MR. MITCHELL: Yes, s i r . 

22 EXAMINER BROOKS: Very good. That's a l l I 

2 3 have. 

24 MR. CARR: A l l r i g h t . At t h i s time we c a l l 

25 Jason Lodge. 
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1 JASON LODGE 

2 a f t e r having been f i r s t d u l y sworn under oath, 

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

4 DIRECT EXAMINATION 

5 BY MR. CARR: 

6 Q. Mr. Lodge, have you prepared geologic e x h i b i t s 

7 f o r p r e s e n t a t i o n here today? 

8 A. Yes, I have. 

9 Q. Would you r e f e r t o what has been marked f o r 

10 i d e n t i f i c a t i o n as Mewbourne O i l Company E x h i b i t 6 and 

11 review t h i s f o r the Examiners? 

12 A. Yes. This i s , again, a s t r u c t u r e map, the top of 

13 the Yeso formation. This includes p r o d u c t i o n bubbles. 

14 Yeso pr o d u c t i o n i s the pink bubbles. And i t includes 

15 t h e i r p r o d u c t i o n r i g h t next t o them. The proposed 

16 wellbore path i s h i g h l i g h t e d i n red. 

17 Q. And t h i s has a tr a c e f o r the subsequent cross 

18 section? 

19 A. Yes. 

20 Q. Let's go t o t h a t cross s e c t i o n i n E x h i b i t 7. 

21 Would you review that? 

22 A. These are o f f s e t v e r t i c a l w e l l s , one of which i s 

23 the F a i r c h i l d 24 we t a l k e d about p r e t t y e x t e n s i v e l y 

24 today. Same t h i n g w i t h Wyatt Draw 24L, Number 1 has 

25 been completed i n the Yeso v e r t i c a l l y . And then, again, 
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1 i t shows my t a r g e t i n t e r v a l there t a r g e t i n g the best 

2 p o r o s i t y i n t h a t zone. 

3 Q. Are you ready t o go t o the p r o d u c t i o n data? 

4 A. Yes. 

5 Q. That i s marked Mewbourne E x h i b i t 8. Would you 

6 review t h a t , please? 

7 A. Yes. This i s very s i m i l a r t o the production data 

8 on the Wyatt Draw 13ML t h a t we t a l k e d about e a r l i e r . 

9 But, again, we're going north/south. We d r i l l e d an 18, 

10 Section 18, we d r i l l e d a h o r i z o n t a l l i n e and we 

11 encountered q u i t e a b i t of water. So another reason t o 

12 go north/south here. 

13 But the 24L v e r t i c a l l y was not t h a t great, high 

14 water cut a f t e r 10 months. And then, again, the 

15 h o r i z o n t a l w e l l we d r i l l e d j u s t o f f s e t t i n g i t t o the 

16 south was a f t e r three and a h a l f months, 22,000 b a r r e l s 

17 of o i l , although the water was p r e t t y high, 84,000 as 

18 w e l l . 

19 Q. But t h i s r e a l l y confirms the b e n e f i t of 

2 0 h o r i z o n t a l development i n the area, doesn't i t ? 

21 A. Yes, s i r . 

22 Q. Are a l l three quarter sections i n t h i s h o r i z o n t a l 

23 w e l l p r o j e c t area based on j u s t t h i s p roduction 

24 information? Would you presume them t o be productive? 

25 A. Yes, I would. 
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1 Q. And Mewbourne a n t i c i p a t e s producing reserves from 

2 each of these 40-acre t r a c t s ? 

3 A. Yes, s i r . 

4 Q. Let's go t o E x h i b i t 9, the l a s t e x h i b i t . Would 

5 you i d e n t i f y and review that? 

6 A. Yes. This i s a d r i l l i n g p lan, proposed d r i l l i n g 

7 plan, t h a t we got from the d i r e c t i o n a l company f o r what 

8 we plan on doing as f a r as TBD landi n g p o i n t and a l l 

9 t h a t s t u f f . We can search l o c a t i o n 990 from the south, 

10 1650 from the west. We w i l l enter the top of the Yeso 

11 formation a t 1290 from the south, 1650 from the west. 

12 So we w i l l not be l e g a l and then we w i l l not put a p o r t 

13 u n t i l we are l e g a l . This w i l l be at l a t e r a l l e n g t h of 

14 3400 f e e t and an estimated t o t a l depth of about 6500 

15 f e e t . TBD's landing i s at 2750 roughly. 

16 Q. Mr. Lodge, i n your o p i n i o n w i l l approval of t h i s 

17 a p p l i c a t i o n be i n the best i n t e r e s t of conservation, the 

18 prevention of waste, and the p r o t e c t i o n of c o r r e l a t i v e 

19 r i g h t s ? 

20 A. Yes, s i r . 

21 Q. Were E x h i b i t s 6 through 9 prepared by you? 

22 A. Yes. 

23 MR. CARR: We move the admission i n t o 

24 evidence of Mewbourne E x h i b i t s 6 through 9. 

25 EXAMINER BROOKS: 6 through 9 are admitted. 
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1 [ E x h i b i t s 6 through 9 admitted.] 

2 MR. CARR: And t h a t concludes my d i r e c t 

3 examination of Mr. Lodge. 

4 EXAMINER BROOKS: And you sa i d the p o i n t of 

5 p e n e t r a t i o n of the Yeso i s 1290 from the south? 

6 MR. LODGE: Yes, s i r . 

7 EXAMINER BROOKS: And 1650 from the west? 

8 MR. LODGE: That i s c o r r e c t . 

9 EXAMINER BROOKS: Okay. That's a l l I have. 

10 Mr. Jones? 

11 EXAMINER JONES: I s t h i s paddock again? 

12 MR. LODGE: I t i s the same zone. 

13 EXAMINER JONES: But i t doesn't -- I'm not 

14 seeing i t r e a l c l e a r l y why you're excludeing t h a t 

15 d i r e c t l y t o the south of your surface l o c a t i o n , t h a t 

16 spacing u n i t . Why wouldn't you d r i l l the t h i n g , the 

17 whole section? 

18 MR. LODGE: The f u l l mile? 

19 EXAMINER JONES: Yeah. 

20 MR. LODGE: The reason we're doing t h a t i s 

21 f o r land reasons t h a t we t a l k e d about e a r l i e r . We're 

22 going t o d r i l l two 120s because t h a t ' s a l l t h a t we have 

23 lease ho l d i n g . We i d e a l l y would j u s t d r i l l r e a l l y long, 

24 but we worry about being able t o steer at the toe l i k e 

25 we had mentioned e a r l i e r . As f a r as we know, going a 
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1 m i l e , we're okay w i t h t h a t . But anything over a mile we 

2 s t a r t t o worry about. 

3 EXAMINER JONES: Okay. So i n other words, 

4 the r i s k does increase as you go f u r t h e r ? 

5 MR. LODGE: Yes. I ' l l agree w i t h t h a t . 

6 EXAMINER JONES: And you're d r i l l i n g the 

7 sweetest spot you can f i n d here? 

8 MR. LODGE: Uh-huh. 

9 EXAMINER JONES: But d r i l l i n g t h i s surface 

10 hole where you're a t , and you're paying the money t o 

11 d r i l l your hole but you're p u t t i n g your p o r t j u s t so i t 

12 s a t i s f i e s t h i s 330 setback; i s t h a t correct? 

13 MR. LODGE: That's c o r r e c t . 

14 EXAMINER JONES: And you d i d n ' t -- huh. 

15 Well, i t seems l i k e t h a t could be t a l k e d about a l i t t l e 

16 b i t . But i s there any plan, you say, t o d r i l l i n the 

17 south h a l f south h a l f ? 

18 MR. LODGE: Yes. I f we have --

19 EXAMINER JONES: I guess you j u s t t o l d me. 

20 But say i t again, please. 

21 MR. LODGE: Sure. I f we have good r e s u l t s 

22 on t h i s 24KC, the next w e l l we're going t o stagger i t . 

23 EXAMINER JONES: Okay. 

24 MR. LODGE: Just the surface l o c a t i o n w i l l 

25 be n o r t h of t h i s proposed surface l o c a t i o n . 
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1 EXAMINER JONES: Oh, okay. 

2 MR. LODGE: So we w i l l c u r v e a g a i n and t h e n 

3 we w i l l n o t p u t a p o r t u n t i l we a r e l e g a l . That way we 

4 can d r a i n as much as p o s s i b l e i n each 40. 

5 EXAMINER JONES: Okay. Because i t t a k e s 

6 11 degrees p e r 100 and about 3 00 f e e t o r so t o make y o u r 

7 curve? 

8 MR. LODGE: I t ' s about 580 f e e t l a t e r a l l y . 

9 EXAMINER JONES: Okay. Thanks. 

10 EXAMINER BROOKS: Okay. I t h i n k t h a t ' s a l l 

11 we have. 14596 w i l l be t a k e n under advisement. 

12 [Case 14596 t a k e n under advisement a t 1:52 PM.] 

13 
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y mot tne rorefscmq ?* 
1 6 I hereuy c<jrfi 

© wmpkte record of >ha proceedings iu • CQ/ 
1 7 f&e Examiner hsartaq of Case No. lafcg^ / 7t> 

heard by me os 3 

<$ll Conservation Division 

PAUL BACA PROFESSIONAL COURT REPORTERS 
45dc2f9a-3ae2-40b8-a6e3-3586244a64b8 



Page 17 
1 REPORTER'S CERTIFICATE 

2 

3 I , L i s a R e i n i c k e , New Mexico P r o v i s i o n a l 

4 R e p o r t e r , L i c e n s e #P-405, w o r k i n g under t h e d i r e c t i o n 

5 and d i r e c t s u p e r v i s i o n o f Paul Baca, New Mexico CCR 

6 Li c e n s e #112, O f f i c i a l Court R e p o r t e r f o r t h e US 

7 D i s t r i c t C o u r t , D i s t r i c t o f New Mexico, do hereby 

8 c e r t i f y t h a t I r e p o r t e d t h e f o r e g o i n g p r o c e e d i n g s i n 

9 s t e n o g r a p h i c s h o r t h a n d and t h a t t h e f o r e g o i n g pages are 

10 a t r u e and c o r r e c t t r a n s c r i p t o f th o s e p r o c e e d i n g s and 

11 was reduced t o p r i n t e d f o r m under my d i r e c t s u p e r v i s i o n . 

12 I FURTHER CERTIFY t h a t I am n e i t h e r employed by 

13 n o r r e l a t e d t o any o f t h e p a r t i e s o r a t t o r n e y s i n t h i s 

14 case and t h a t I have no i n t e r e s t whatsoever i n t h e f i n a l 

15 d i s p o s i t i o n o f t h i s case i n any c o u r t . 

16 

17 

18 

19 

21 

20 L i s a R. R e i n i c k e , 
P r o v i s i o n a l L i c e n s e P-405 
Li c e n s e e x p i r e s : 8/21/2011 

22 Ex c o u n t : 

23 

24 

25 

PAUL BACA PROFESSIONAL COURT REPORTERS 
45dc2f9a-3ae2-40b8-a6e3-3586244a64b8 


