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EXAMINER STOGNER: C a l l t h e n e x t case, 

No. 10484. 

MR. STOVALL: A p p l i c a t i o n o f Mewbourne 

O i l Company f o r c o m p u l s o r y p o o l i n g and an 

u n o r t h o d o x gas w e l l l o c a t i o n , Eddy County, New 

Mex i c o . 

EXAMINER STOGNER: C a l l f o r 

a p p e a r a n c e s . 

MR. BRUCE: Mr. Examiner, my name i s 

Jim Bruce f r o m t h e H i n k l e law f i r m r e p r e s e n t i n g 

t h e a p p l i c a n t . I have two w i t n e s s e s t o be sworn. 

EXAMINER STOGNER: Any o t h e r 

a p p e a r a n c e s ? 

MS. AUBREY: Karen Aubrey r e p r e s e n t i n g 

M a r a t h o n O i l Company. I have no w i t n e s s e s , Mr. 

Examine r . 

EXAMINER STOGNER: Any o t h e r 

a p p e a r a n c e s i n t h i s m a t t e r ? 

Would t h e w i t n e s s e s , p l e a s e , s t a n d and 

be sworn a t t h i s t i m e . 

[The w i t n e s s e s were d u l y s w o r n . ] 

EXAMINER STOGNER: I s t h e r e any need 

f o r o p e n i n g r e m a r k s , Ms. Aubrey o r Mr. Bruce? 

MR. BRUCE: No. 

MS. AUBREY: No, I d o n ' t have any. 

RODRIGUEZ-VESTAL REPORTING 
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EXAMINER STOGNER: You may p r o c e e d , Mr. 

Br u c e . 

D. PAUL HADEN 

H a v i n g been d u l y sworn upon h i s o a t h , was 

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

EXAMINATION 

BY MR. BRUCE: 

Q. Would y o u , p l e a s e , s t a t e y o u r name and 

c i t y o f r e s i d e n c e f o r t h e r e c o r d ? 

A. My name i s P a u l Haden. I l i v e i n 

M i d l a n d , Texas. 

Q. And who a r e you employed by and i n what 

capac i t y ? 

A. I'm employed by Mewbourne O i l Company 

as a p e t r o l e u m landman. 

Q. And have you p r e v i o u s l y t e s t i f i e d 

b e f o r e t h e D i v i s i o n as a landman? 

A. Yes, I have. 

Q. And were y o u r c r e d e n t i a l s as an e x p e r t 

a c c e p t e d as a m a t t e r o f r e c o r d ? 

A. Yes, t h e y were. 

Q. Are you f a m i l i a r w i t h t h e l a n d m a t t e r s 

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

A. Yes, I am. 

MR. BRUCE: Mr. Examiner, I t e n d e r t h e 
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w i t n e s s as an e x p e r t p e t r o l e u m landman. 

EXAMINER STOGNER: Mr. Haden i s so 

q u a l i f i e d . 

Q. (BY MR. BRUCE) Mr. Haden, s t a t e 

b r i e f l y , p l e a s e , what Mewbourne i s a p p l y i n g f o r 

i n t h i s case. 

A. Mewbourne seeks an o r d e r p o o l i n g a l l 

m i n e r a l i n t e r e s t s f r o m t h e s u r f a c e t o t h e base o f 

t h e Morrow F o r m a t i o n under t h e n o r t h h a l f o f 

S e c t i o n 35 i n Township 17 S o u t h , Range 28 East 

f o r a l l p o o l s , f o r m a t i o n s spaced on 160 and 320 

a c r e s . We a l s o a r e r e q u e s t i n g a p p r o v a l o f an 

u n o r t h o d o x gas w e l l l o c a t i o n . 

Q. And r e f e r r i n g t o E x h i b i t No. 1, w o u l d 

you i d e n t i f y t h a t f o r t h e Examiner and d i s c u s s 

t h e l o c a t i o n s o f y o u r p r o p o s e d w e l l ? 

A. E x h i b i t No. 1 i s a l a n d p l a t . Our 

p r o p o s e d w e l l l o c a t i o n i s i n d i c a t e d by a r e d d o t 

a t a l o c a t i o n 990 f e e t f r o m t h e west l i n e and 915 

f e e t f r o m t h e n o r t h l i n e o f S e c t i o n 35 i n 

Township 17 S o u t h , Range 28 E a s t . Our p r o p o s e d 

s p a c i n g u n i t i s shaded i n y e l l o w , w h i c h i s t h e 

n o r t h h a l f o f s a i d S e c t i o n 35. 

Q. And t h e Morrow i s t h e p r i m a r y t a r g e t ? 

A. T h a t ' s c o r r e c t . 
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Q. And r e f e r r i n g t o E x h i b i t No. 2, w o u l d 

you i d e n t i f y t h e p a r t i e s t h a t Mewbourne seeks t o 

f o r c e p o o l ? 

A. Mewbourne i s s e e k i n g t o f o r c e p o o l 

Y a t e s P e t r o l e u m C o r p o r a t i o n , M a r a t h o n O i l 

Company, and DEKALB Energy Company. 

Q. And w o u l d y o u , p l e a s e , d e s c r i b e y o u r 

e f f o r t s t o g e t t h e s e p a r t i e s t o j o i n i n t h e w e l l , 

and I r e f e r you t o E x h i b i t 3. 

A. E x h i b i t No. 3 i s a copy o f my 

c o r r e s p o n d e n c e between t h e v a r i o u s companies i n 

w h i c h we a r e f o r c e p o o l i n g . As t o DEKALB, our 

f i r s t c o n t a c t made w i t h them was September 10, 

1991. That was where we o f f e r e d t o p u r c h a s e 

t h e i r i n t e r e s t i n t h e s p a c i n g u n i t among o t h e r 

l a n d s . And i n May o f 92 we a g a i n o f f e r e d t o 

p u r c h a s e , o f f e r e d f o r them t o j o i n u s, and we 

r e q u e s t e d a f a r m o u t i n t h e same l e t t e r . 

As t o M a r a t h o n , we o f f e r e d t o p u r c h a s e , 

f a r m o u t , o r o f f e r e d them t o j o i n w i t h us on A p r i l 

24 o f 92. 

R e g a r d i n g Y a t e s P e t r o l e u m C o r p o r a t i o n , 

A p r i l 24, 1992, a g a i n we o f f e r e d t o p u r c h a s e 

t h e i r i n t e r e s t s , f a r m - i n t h e i r i n t e r e s t s o r t h e y 

c o u l d j o i n . Y a t e s has s i n c e s i g n e d an AFE. We 
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c u r r e n t l y a r e n e g o t i a t i n g a j o i n t o p e r a t i n g 

agreement w i t h them. 

Q. Do you hope t h a t a l l o f t h e s e p a r t i e s 

w i l l e i t h e r j o i n i n or f a r m o u t o r s e l l t h e i r 

i n t e r e s t s ? 

A. T h a t ' s c o r r e c t . We p r e f e r t h a t t h e y do 

one o f t h o s e t h r e e t h i n g s . 

Q. And w i l l you c o n t i n u e y o u r e f f o r t s t o 

do so even a f t e r t h i s h e a r i n g ? 

A. T h a t ' s r i g h t . 

Q. I n y o u r o p i n i o n have you made a good 

f a i t h e f f o r t t o o b t a i n t h e v o l u n t a r y j o i n d e r o f 

t h e s e p a r t i e s ? 

A. I b e l i e v e I have. 

Q. Does Mewbourne r e q u e s t t h a t i t be named 

o p e r a t o r o f t h e w e l l ? 

A. T h a t ' s c o r r e c t . 

Q. And r e f e r r i n g t o E x h i b i t 4, w o u l d you 

j u s t s t a t e f o r t h e r e c o r d t h e e s t i m a t e d c o s t s o f 

t h e w e l l ? 

A. Our e s t i m a t e d c o s t s f o r our Morrow t e s t 

w e l l i s $444,095. T h i s i s f o r d r y h o l e c o s t s . A 

c o m p l e t e d w e l l i s e s t i m a t e d a t $802,400. T h i s i s 

f o r a 10,600 f o o t Morrow t e s t w e l l . 

Q. And i s t h e c o s t you have j u s t s t a t e d i n 

RODRIGUEZ-VESTAL REPORTING 
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l i n e w i t h t h o s e c o s t s n o r m a l l y e n c o u n t e r e d i n 

d r i l l i n g w e l l s t o t h i s d e p t h i n t h i s a r ea? 

A. T h a t ' s c o r r e c t . 

Q. What p e n a l t y do you recommend a g a i n s t 

t h e n o n c o n s e n t i n g i n t e r e s t owners i f t h e y do n o t 

j o i n i n t h e w e l l ? 

A. W e l l c o s t s p l u s 200 p e r c e n t . 

Q. I s t h a t used i n y o u r o p e r a t i n g 

a g r e e m e n t s i n New Mexico? 

A. T h a t ' s c o r r e c t . 

Q. And w i l l t h e g e o l o g i s t f u r t h e r d i s c u s s 

t h e r i s k p e n a l t y ? 

A. Yes, s i r , t h e g e o l o g i s t w i l l d i s c u s s 

t h e r e a s o n a b l e n e s s o f such p e n a l t y . 

Q. R e f e r r i n g t o E x h i b i t s 5-A and 5-B, 

w o u l d y o u , p l e a s e , d i s c u s s t h e o f f s e t o p e r a t o r s 

o r l e s s e e s w i t h r e s p e c t t o t h e u n o r t h o d o x p o r t i o n 

o f t h i s case? 

A. Okay. The numbers l i s t e d on our map 

r e p r e s e n t t r a c k numbers on t h i s o t h e r s h e e t 

d e s c r i b i n g t h e o p e r a t i n g r i g h t s , t h e o w n e r s h i p a t 

a d e p t h o f 3500 f e e t . 

T r a c t 1, as i n d i c a t e d on t h i s p i e c e o f 

p a p e r , A r c o i s t h e o p e r a t o r , s o u t h h a l f o f 

S e c t i o n 35. Ot h e r a f f e c t e d o p e r a t o r s w o u l d be 
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Amoco P r o d u c t i o n Company i n S e c t i o n 34 as 

i n d i c a t e d by t h e No. 2 on t h e map. A l s o as t o 

S e c t i o n 34, a f f e c t e d owners w o u l d be A r c o , Y a t e s , 

M a r a t h o n , and DEKALB. 

As t o T r a c t 4, i t w o u l d be Conoco, 

Amoco, Y a t e s , M a r a t h o n , and DEKALB. As t o t r a c t 

5, SammyDan O i l C o r p o r a t i o n . T r a c t 6 w o u l d be 

MarBob Energy Company. And T r a c t 7 w o u l d be 

Conoco, I n c . , and F i n a O i l & C h e m i c a l Company. 

Q. Have any o f t h e o f f s e t o p e r a t o r s o r 

l e s s e e s w a i v e d o b j e c t i o n t o t h e u n o r t h o d o x 

l o c a t i o n ? 

A. Yes, t h e y have. I have c o p i e s o f some 

w a i v e r l e t t e r s e x e c u t e d by v a r i o u s companies. 

Q. Are t h e y s u b m i t t e d as E x h i b i t 6? 

A. That i s c o r r e c t . 

Q. And r e g a r d i n g — go ahead. 

A. Those companies who s u b m i t t e d w a i v e r s , 

t h e y a r e F i n a O i l & C h e m i c a l Company, MarBob 

Energy, Amoco P r o d u c t i o n Company, A r c o O i l & Gas 

Company, SammyDan O i l C o r p o r a t i o n , and o f c o u r s e 

Y a t e s P e t r o l e u m C o r p o r a t i o n , and Conoco, I n c . 

Q. And have a l l i n t e r e s t e d p a r t i e s been 

n o t i f i e d o f t h i s a p p l i c a t i o n ? 

A. Yes, t h e y have. 

R O D R I G U E Z - V E S T A L R E P O R T I N G 
f fi f ) ^ Q f l f i - 1 7 7 9 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

15 

1 6 

1 7 

1 8 

19 

20 

2 1 

22 

23 

24 

25 

1 2 

Q. I s E x h i b i t 7 y o u r a f f i d a v i t r e g a r d i n g 

n o t i c e ? 

A. T h a t ' s c o r r e c t . 

Q. What does Mewbourne p r o p o s e f o r t h e 

o v e r h e a d a d m i n i s t r a t i v e c h a r g e s ? 

A. We a r e p r o p o s i n g a r a t e o f $6,425 f o r 

w e l l d r i l l i n g and $642 f o r p r o d u c i n g . 

Q. How do t h e s e r a t e s compare w i t h t h o s e 

i n t h e a n n u a l E r n s t & Young s u r v e y ? 

A. They a r e h i g h e r . 

Q. Does Mewbourne think that the Ernst & 

Young r a t e s a r e -- t h a t t h e E r n s t & Young r a t e s 

a c c u r a t e l y r e f l e c t a c t u a l o p e r a t i n g r a t e s i n t h i s 

a r e a ? 

A. We d o n ' t b e l i e v e t h e y a c c u r a t e l y 

r e f l e c t t h e o p e r a t i n g r i g h t s -- I mean o p e r a t i n g 

r a t e s . Excuse me. 

Q. Okay. L e t ' s go i n t o t h a t i n a l i t t l e 

more d e t a i l . Mr. Haden, f i r s t o f f , i n what a r e a 

does Mewbourne O i l o p e r a t e i n New Mexico? 

A. We o p e r a t e i n s o u t h e a s t New M e x i c o , 

more s p e c i f i c a l l y as t o — i n t h e i m m e d i a t e a r e a 

we o p e r a t e i n Townships 17 t h r o u g h 20 and Ranges 

26 t h r o u g h 30. 

Q. 17 t h r o u g h 20 So u t h and 26 t h r o u g h 30 
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East ? 

A. Yes, t h a t ' s c o r r e c t . 

Q. And how many P e n n s y l v a n i a n age w e l l s 

does Mewbourne have i n t h i s a r ea? 

A. C u r r e n t l y we o p e r a t e a p p r o x i m a t e l y 20 

P e n n s y l v a n i a n w e l l s . 

Q. Those a r e p r o d u c i n g w e l l s ? 

A. Those a r e p r o d u c i n g i n t h e i m m e d i a t e 

a r e a . 

Q. Does i t p a r t i c i p a t e i n any o t h e r s as a 

n o n o p e r a t o r ? 

A. Yes, we do. We p a r t i c i p a t e i n t h e 

i m m e d i a t e a r e a i n two w e l l s i n t h e same 

f o r m a t i o n . 

Q. Has i t d r i l l e d any o t h e r s w h i c h a r e d r y 

h o l e s o r w h i c h a r e c u r r e n t l y i n a c t i v e ? 

A. Yes. We have d r i l l e d an a d d i t i o n a l 

seven w e l l s i n t h i s i m m e d i a t e a r e a . 

Q. For t h e p e r i o d — l e t ' s n a r r o w i t down 

t o t h e p e r i o d i n t h e more r e c e n t p a s t . 1989 t o 

1992 how many w e l l s were d r i l l e d or a r e you 

o p e r a t i n g ? 

A. We d r i l l e d 19 P e n n s y l v a n i a n w e l l s i n 

t h i s i m m e d i a t e a r e a . 

Q. Okay. And as an a s i d e , how many t o t a l 
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w e l l s do you have i n New Mexico? 

A. I n New Mexico we o p e r a t e 92 o i l and gas 

w e l l s . 

Q. And company-wide how many w e l l s ? 

A. I n excess o f 350. 

Q. Now, on t h e P e n n s y l v a n i a n age w e l l s i n 

t h i s i m m e d i a t e a r e a , t h e 17 t h r o u g h 20 South and 

26 t h r o u g h 30 E a s t , what a r e y o u r a v e r a g e 

o p e r a t i n g c o s t s under o p e r a t i n g a greements on t h e 

w e l l s Mewbourne o p e r a t e s f o r t h e p e r i o d 89 t o 

d a t e ? 

A. Those c o s t s r e p r e s e n t $6,350 f o r w e l l 

d r i l l i n g and $621 f o r p r o d u c i n g w e l l s . 

Q. And what a b o u t t h e o p e r a t i n g c o s t s 

u nder f o r t h e two w e l l s i n w h i c h Mewbourne 

p a r t i c i p a t e s b u t does n o t o p e r a t e ? 

A. Those r a t e s a r e $5,984 f o r d r i l l i n g and 

$632.32 f o r p r o d u c i n g w e l l r a t e s . 

Q. What i s t h e d e p t h o f most o f t h e w e l l s 

t h a t Mewbourne d r i l l s ? 

A. T h e y ' r e a v e r a g e d f r o m 9- t o 12,000 

f e e t . 

Q. Now, i f y o u ' r e l o o k i n g a t 10,000, 

15,000 f e e t w e l l s , what a r e t h e c u r r e n t o p e r a t i n g 

r a t e s s e t o u t i n t h e E r n s t & Young s u r v e y ? 
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A. C u r r e n t l y t h o s e r a t e s a r e $5,105 f o r a 

d r i l l i n g w e l l and $526 f o r a p r o d u c i n g w e l l . 

Q. Why does Mewbourne t h i n k t h e s e r a t e s 

a r e i n a p p r o p r i a t e o r t o o low? 

A. These r a t e s c o n t i n u a l l y have gone down 

i n t h e l a s t few y e a r s . We s u s p e c t t h e r e a s o n f o r 

t h i s i s t h e r e ' s a l o t o f p e o p l e who have been p u t 

o u t o f t h e b u s i n e s s , and we f e e l t h a t we need 

t h e s e r a t e s i n w h i c h t o c o n t i n u e t o o p e r a t e and 

t o make money i n New M e x i c o . 

Q. Okay. Now, i n 1989 t h e E r n s t & Young 

r a t e s f o r d r i l l i n g a w e l l was $6,134, wasn't i t ? 

A. T h a t ' s c o r r e c t . 

Q. Do you t h i n k t h a t t h e r a t e has d r o p p e d 

a p p r o x i m a t e l y a t h o u s a n d d o l l a r s i n t h e l a s t two 

y e a r s ? 

A. No. L i k e e v e r y t h i n g , e v e r y t h i n g goes 

up. I t does n o t d r o p . 

Q. Now, have you had many p r o b l e m s i n y o u r 

o p e r a t i n g a g r e e m e n t s , t h e w e l l s t h a t you've 

o p e r a t e d , have you had many d i s a g r e e m e n t s w i t h 

any o f t h e n o n o p e r a t o r s o v e r t h e r a t e s you have 

p r e v i o u s l y d i s c u s s e d ? 

A. O v e r a l l , no, we h a v e n ' t . 

Q. Do you r e q u e s t f o r t h e OCD t o a p p r o v e 
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t h e r a t e s r e q u e s t e d by you, t h e $ 6 , 3 0 0 - p l u s and 

$642 r a t e s ? 

A. Yes, we do. 

Q. Of c o u r s e , Mr. Haden, you r e c o g n i z e t h e 

a u t h o r i t y o f t h e OCD t o s e t t h e o v e r h e a d r a t e s , 

d o n ' t you? 

A. Yes, I c e r t a i n l y do. 

Q. But i n y o u r o p i n i o n i s t h e s t r i c t 

a d h e r e n c e o f t h e E r n s t & Young s u r v e y , do you 

b e l i e v e t h a t ' s f a i r t o t h e o p e r a t o r s ? 

A. We do n o t b e l i e v e such r a t e s a r e i n 

r e a l i t y t r u e as t o t h e r a t e s . They j u s t d o n ' t 

match w i t h what i t r e a l l y c o s t s . 

Q. And on t h e s u r v e y you c a n ' t r e a l l y t e l l 

who r e s p o n d e d and how many w e l l s t h e re s p o n d e e s 

o p e r a t e , e t c e t e r a , can you? 

A. No, you c a n ' t . However, on t h e o v e r a l l 

r e s p o n s e r a t e b a s i s , o n l y 7 p e r c e n t r e s p o n d e d . 

Of t h o s e 7 p e r c e n t , 90 p e r c e n t o f t h o s e were — 

95 p e r c e n t were i n d e p e n d e n t s w i t h a s s e t s o f l e s s 

t h a n $50 m i l l i o n . A l s o 86 p e r c e n t o f t h o s e 7 

p e r c e n t o f r e s p o n s e r e p r e s e n t companies who 

o p e r a t e w e l l s — l e s s t h a n 100 w e l l s . 

Q. And t h o s e f i g u r e s you g o t , do t h e y come 

f r o m t h e s u r v e y i t s e l f ? 
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A. T h a t ' s c o r r e c t . 

Q. Now, r e g a r d l e s s o f what r a t e s a r e 

a u t h o r i z e d by t h e OCD, do you r e q u e s t t h a t t h e r e 

be an e s c a l a t i o n p r o v i s i o n o r t h a t y ou be a l l o w e d 

t o e s c a l a t e t h e r a t e s i f i n d e e d t h e f o r c e d 

p o o l i n g o r d e r -- i f you d o n ' t come t o t e r m s w i t h 

any o f t h e s e t h r e e companies? 

A. Yes, we do r e q u e s t such e s c a l a t i o n as 

t h i s e s c a l a t i o n does o c c u r i n j o i n t o p e r a t i n g 

a g r e e m e n t s under t h e COPAS a c c o u n t i n g p r o c e d u r e s . 

Q. And you w o u l d r e q u e s t t h e s t a n d a r d 

e s c a l a t i o n as p r o v i d e d f o r i n t h e COPAS 

p r o c e d u r e ? 

A. T h a t ' s c o r r e c t . 

Q. I n y o u r o p i n i o n i s t h e g r a n t i n g o f t h i s 

a p p l i c a t i o n i n t h e i n t e r e s t s o f c o n s e r v a t i o n , t h e 

p r e v e n t i o n o f w a s t e , and t h e p r o t e c t i o n o f 

c o r r e l a t i v e r i g h t s ? 

A. Yes, t h a t ' s c o r r e c t . 

Q. And were E x h i b i t s 1 t h r o u g h 7 p r e p a r e d 

by you o r under y o u r d i r e c t i o n ? 

A. T h a t ' s a l s o c o r r e c t . 

MR. BRUCE: Mr. Examiner, I move f o r 

t h e a d m i s s i o n o f E x h i b i t s 1 t h r o u g h 7. 

EXAMINER STOGNER: Are t h e r e any 
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o b j e c t i o n s ? 

MS. AUBREY: No o b j e c t i o n . 

EXAMINER STOGNER: E x h i b i t s 1 t h r o u g h 7 

w i l l be a d m i t t e d i n t o e v i d e n c e . 

EXAMINER STOGNER: Are you t h r o u g h w i t h 

y o u r d i r e c t ? 

MR. BRUCE: Yes, I am t h r o u g h . 

MS. AUBREY: I have no q u e s t i o n s . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. I t ' s been a w h i l e s i n c e I ' v e i n c l u d e d 

an e s c a l a t i o n r a t e a c c o r d i n g t o t h e COPAS. Co u l d 

you b r i e f l y d e s c r i b e t h a t t o me and maybe even 

p r o v i d e me a copy a t a l a t e r d a t e ? 

A. Yes, we c o u l d g i v e you a copy o f t h i s . 

MR. STOVALL: L e t me ask, j u s t t o g e t 

i t i n t h e r e c o r d , s p e c i f i c a l l y w h i c h v e r s i o n o f 

t h e COPAS agreement a r e you r e f e r r i n g t o ? 

MR. BRUCE: Mr. S t o v a l l , b e f o r e he 

t e s t i f i e s , Mr. P a d i l l a j u s t s a i d t h a t i n t h e n e x t 

case he w i l l i n t r o d u c e a copy o f t h e COPAS 

p r o c e d u r e . So we w i l l s u b m i t one f o r t h i s 

E xaminer h e a r i n g i f you a l s o w o u l d l i k e . 

MR. STOVALL: Why d o n ' t we g e t i t 

marked so we have a r e c o r d c o m p l e t e i n t h i s case 
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s i n c e I do u b t i f w e ' l l i n c o r p o r a t e t h e r e c o r d . 

I f we can g e t a copy marked so we a l w a y s know 

t h a t we're r e f e r r i n g t o t h e same one. 

MR. BRUCE: I ' l l s t e a l one f r o m Mr. 

P a d i 1 l a . 

MR. STOVALL: You can go ahead and 

answer t h e Ex a m i n e r ' s q u e s t i o n s and d e s c r i b e t h e 

r a t e s . 

THE WITNESS: Okay. T h i s i s t h e 1984 

on - s h o r e COPAS A c c o u n t i n g P r o c e d u r e f o r J o i n t 

O p e r a t i o n s . Under A r t i c l e I I I o f s a i d p r o c e d u r e , 

i t has "Overhead," and you check w h e t h e r i t ' s on 

a f i x e d r a t e b a s i s o r a p e r c e n t a g e b a s i s . Most 

o p e r a t o r s check i t b e i n g f i x e d r a t e b a s i s . 

I n t h e same A r t i c l e I , under A r t i c l e 

1 ( A ) , No. 3, t h i s agreement p r o v i d e s f o r a n n u a l 

e s c a l a t i o n . I t s t a t e s , and I ' l l r e a d i t , "The 

w e l l r a t e s s h a l l be a d j u s t e d as o f t h e f i r s t day 

of A p r i l each y e a r f o l l o w i n g t h e e f f e c t i v e d a t e 

o f t h e agreement t o w h i c h t h i s a c c o u n t i n g 

p r o c e d u r e i s a t t a c h e d . 

"The a d j u s t m e n t s h a l l be computed by 

m u l t i p l y i n g t h e r a t e c u r r e n t l y i n use by t h e 

p e r c e n t a g e i n c r e a s e or d e c r e a s e and t h e av e r a g e 

w e e k l y e a r n i n g s o f c r u d e p e t r o l e u m and gas 
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p r o d u c t i o n w o r k e r s f o r t h e l a s t c a l e n d a r y e a r 

compared t o t h e c a l e n d a r y e a r p r e c e d i n g as shown 

by t h e i n d e x o f a v e r a g e w e e k l y e a r n i n g s o f c r u d e 

p e t r o l e u m and gas p r o d u c t i o n w o r k e r s as p u b l i s h e d 

by t h e U n i t e d S t a t e s D e p a r t m e n t o f L a b o r , Bureau 

o f L abor S t a t i s t i c s , o r t h e e q u i v a l e n t Canadian 

i n d e x as p u b l i s h e d by S t a t i s t i c s Canada as 

a p p l i c a b l e . The a d j u s t e d r a t e s h a l l be t h e r a t e s 

c u r r e n t l y i n use p l u s o r minus t h e computed 

a d j u s t m e n t . " 

MR. STOVALL: You've now marked t h a t 

as — 

MR. BRUCE: E x h i b i t 7-A. And I w o u l d 

move t h e a d m i s s i o n o f t h a t E x h i b i t 7-A. 

EXAMINER STOGNER: Are t h e r e any 

o b j e c t i o n s ? 

MS. AUBREY: I have no o b j e c t i o n . 

EXAMINER STOGNER: E x h i b i t 7-A w i l l be 

a d m i t t e d i n t o e v i d e n c e . Do you have any 

q u e s t i o n s p u r s u a n t t o 7-A? 

MS. AUBREY: No, Mr. S t o g n e r . 

Q. (BY EXAMINER STOGNER) L e t ' s go back t o 

t h a t . I want t o make s u r e I have t h e o v e r h e a d 

c h a r g e s you a r e r e q u e s t i n g . T h a t ' s $6,425 f o r 

d r i l l i n g ? 
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A. T h a t ' s c o r r e c t . 

Q. $642 f o r p r o d u c i n g ? 

A. T h a t ' s c o r r e c t . 

Q. I h e a r d s e v e r a l f i g u r e s o f some w e l l s 

t h a t Mewbourne i s p a r t i c i p a t i n g i n . I b e l i e v e 

$6,200, t h a t f i g u r e ; i s t h a t c o r r e c t ? 

A. The a v e r a g e i s $6,350 f o r d r i l l i n g and 

p r o d u c i n g i s $621. Under o p e r a t i n g a greements 

t h a t we a r e n o t t h e o p e r a t o r , t h o s e r a t e s a r e 

$5,984 and $632.32 f o r p r o d u c i n g w e l l s . 

Q . And t h o s e a r e f o r w e l l s t h a t Mewbourne 

i s o p e r a t i n g ? 

MR. STOVALL: That l a s t s e t was 

Mewbourne n o t o p e r a t i n g . 

THE WITNESS: Not o p e r a t i n g . 

MR. STOVALL: F i r s t s e t was Mewbourne 

o p e r a t i n g ; r i g h t ? 

THE WITNESS: R i g h t . 

Q. (BY EXAMINER STOGNER) Now, t h e r e ' s 

some d i s c r e p a n c y even r i g h t t h e r e . 

A. These o v e r h e a d r a t e s , t h e r e a s o n we 

u n d e r s t a n d t h a t t h e y a r e -- t h e y seem t o be h i g h , 

b u t we have a number o f employees; we have a few 

g e o l o g i c a l s t a f f ; we have a f u l l e n g i n e e r i n g 

s t a f f ; we have a f u l l l a n d s t a f f a l o n g w i t h a l l 
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o f our p r o d u c t i o n p e o p l e , d r i l l i n g p e o p l e , 

o f f i c e s , p i p e y a r d s , e q u i p m e n t , o f f i c e 

e q u i p m e n t . A l l t h i s comes i n t o e f f e c t f o r p a y i n g 

f o r a l l o f t h e s e t h i n g s . 

Q. And t h e f i g u r e f o r t h e n o t - o p e r a t i n g , 

and I b e l i e v e you s a i d two w e l l s ; i s t h a t 

c o r r e c t ? 

A. R i g h t , i n t h e i m m e d i a t e a r e a . 

Q. I n t h e i m m e d i a t e a r e a . And t h i s 

f i g u r e , t h i s $5,984 f i g u r e --

A. R i g h t . 

Q. -- r e f l e c t s t h e i m m e d i a t e a r e a ; i s t h a t 

c o r r e c t ? 

A. T h a t ' s c o r r e c t . 

Q. Now, w o u l d you say t h o s e o p e r a t o r s 

d i f f e r somewhat f r o m Mewbourne inasmuch as t h e y 

do n o t have a f u l l s t a f f ? 

A. T h a t ' s what -- yeah, t h a t i s c o r r e c t . 

They employ a l o t o f c o n t r a c t p e o p l e . They do 

n o t have t h e f u l l s t a f f t h a t we have. We a r e 

i n t e r e s t e d i n q u a l i t y c o n t r o l , h a v i n g a h a n d l e on 

our p r o d u c t i o n and d r i l l i n g o p e r a t i o n s . 

Q. I n l o o k i n g a t y o u r E x h i b i t No. 3, t h i s 

i s t h e c o r r e s p o n d e n c e . I b e l i e v e I u n d e r s t o o d 

you t o say t h a t DEKALB was c o n t a c t e d i n September 
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o f 91? 

A. T h a t ' s r i g h t . R i g h t now a p p a r e n t l y 

t h e y a r e i n t h e p r o c e s s o f s e l l i n g t h e i r US 

o p e r a t i o n s . Now, we've t r i e d t o p u r c h a s e t h e i r 

i n t e r e s t s . We've t r i e d t o f a r m t h e i r i n t e r e s t s 

i n o r t h e y c o u l d j o i n . R i g h t now I ' v e t a l k e d t o 

t h e i r landman, John G i r e . He says t h e y ' r e j u s t a 

lame duck r i g h t now. They c a n n o t do a n y t h i n g 

r i g h t now. They a r e n e g o t i a t i n g w i t h d i f f e r e n t 

companies t o s e l l t h e i r company. 

EXMINATION 

BY MR. STOVALL: 

Q. Mr. Haden, on a f o l l o w - u p t o t h a t , you 

have r e c e n t l y been i n t o f o r c e p o o l DEKALB and 

some o t h e r w e l l s ; i s t h a t c o r r e c t ? 

A. T h a t ' s t h e same s i t u a t i o n ; however, i n 

t h a t p a r t i c u l a r case t h e y d i d g i v e us an 

a s s i g n m e n t o f t h e i r r i g h t s . We d i d p u r c h a s e 

t h e i r i n t e r e s t t h e r e . That was p r i o r t o them 

n e g o t i a t i n g w i t h some o t h e r companies as t o t h e 

s a l e o f t h e i r o p e r a t i o n s . 

Q. But t h a t was --

A. That was i n S e c t i o n 26 o f 19 S o u t h , 

Range 27 E a s t . They own an i n t e r e s t i n t h e 

n o r t h e a s t q u a r t e r o f t h a t s e c t i o n . I s u s p e c t 
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t h a t t h e y w i l l come t o some s o r t o f agreement 

w i t h us i n l i e u o f b e i n g f o r c e d p o o l e d . The 

landman has t o l d me, "Do what you have t o do." 

EXAMINER STOGNER: Any o t h e r q u e s t i o n s 

o f Mr. Haden? I f n o t , he may be excu s e d . 

Mr. B r u c e . 

MR. BRUCE: C a l l Mr. Harmon t o t h e 

s t and. 

DEXTER L. HARMON 

H a v i n g been d u l y sworn upon h i s o a t h , was 

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

EXAMINATION 

BY MR. BRUCE: 

Q. Would y o u , p l e a s e , s t a t e y o u r name f o r 

t h e r e c o r d ? 

A. My name i s D e x t e r Harmon. 

Q. And where do you r e s i d e ? 

A. M i d l a n d , Texas. 

Q. And what i s y o u r o c c u p a t i o n , and who i s 

y o u r e m p l o y e r ? 

A. I'm d i s t r i c t g e o l o g i s t f o r Mewbourne 

O i l Company. 

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

t h e D i v i s i o n and had y o u r c r e d e n t i a l s as a 

p e t r o l e u m g e o l o g i s t a c c e p t e d as a m a t t e r o f 

RODRIGUEZ-VESTAL REPORTING 
( 505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

2 5 

25 

r e c o r d ? 

A . Yes, I have. 

Q. And a r e you f a m i l i a r w i t h t h e g e o l o g y 

i n v o l v e d i n t h i s p r o p o s e d w e l l ? 

A . Yes, I am. 

MR. BRUCE: Mr. Examiner, I t e n d e r Mr. 

Harmon as an e x p e r t p e t r o l e u m g e o l o g i s t . 

EXAMINER STOGNER: Are t h e r e any 

o b j e c t i o n s ? 

MS. AUBREY: No o b j e c t i o n s . 

EXAMINER STOGNER: Mr. Harmon i s so 

q u a 1 i f i e d . 

Q. (BY MR. BRUCE) Mr. Harmon, w o u l d y o u , 

p l e a s e , summarize t h e b a s i s f o r t h e u n o r t h o d o x 

l o c a t i o n s ? 

A. Mewbourne O i l Company f i n d s i t 

n e c e s s a r y t o a p p l y f o r and r e c e i v e an u n o r t h o d o x 

l o c a t i o n t o d r i l l a 10,600 f o o t Morrow t e s t on 

i t s Diamond A Ranch p r o s p e c t l o c a t e d i n S e c t i o n 

35, 17 S o u t h , 28 E a s t , Eddy County, New Mexi c o . 

end b o u n d a r y and 915 f e e t f r o m t h e n o r t h l i n e 

n e ar a s i d e b o u n d a r y w o u l d g i v e Mewbourne O i l 

Company a r e a s o n a b l e o p p o r t u n i t y t o e n c o u n t e r a 

n e t t h i c k n e s s o f Morrow sand s u f f i c i e n t t o make 

The l o c a t i o n 990 f r o m t h e west n e a r e s t 
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an economic w e l l . 

The o r i g i n a l p r o p o s e d l o c a t i o n a t 990 

f r o m t h e n o r t h l i n e and 990 f r o m t h e west l i n e 

was moved n o r t h because o f an Amoco c r u d e o i l 

p i p e l i n e , P h i l l i p s 66 n a t u r a l gas p i p e l i n e , and a 

l a r g e c a l i c h e p i t t o t h e s o u t h . 

Q. Would y o u , p l e a s e , r e f e r t o E x h i b i t No. 

8 and d i s c u s s what y o u r t a r g e t f o r m a t i o n i s ? 

A. E x h i b i t No. 8 i s a p r o d u c t i o n s t u d y o f 

t h e deeper p r o d u c i n g h o r i z o n s i n t h i s a r e a . I t 

encompasses 12 s e c t i o n s s u r r o u n d i n g t h e p r o p o s e d 

l o c a t i o n . I n t h e s e t w e l v e s e c t i o n s t h e r e have 

been 19 Morrow p e n e t r a t i o n s . Of t h o s e 19, 12 

were p r o d u c e r s . Of t h e 12 p r o d u c e r s , 8 were 

economic w e l l s and s e v e r a l o f them were v e r y good 

w e l l s , I m i g h t add. 

You can see f r o m t h i s p r o d u c t i o n s t u d y 

t h a t t h e r e a r e no Morrow w e l l s t o t h e n o r t h o r 

west o f our p r o p o s e d l o c a t i o n s , b u t t h e r e a r e 6 

p e n e t r a t i o n s i n t h a t d i r e c t i o n . And t h e map a l s o 

has a l i n e o f c r o s s - s e c t i o n t h a t w e ' l l r e v i e w 

l a t e r , G t o G p r i m e , g o i n g f r o m t h e n o r t h w e s t t o 

s o u t h e a s t p a r t o f t h e map. 

Our p r o r a t i o n u n i t i s o u t l i n e d i n 

y e l l o w . I t ' s t h e n o r t h h a l f o f S e c t i o n 35. And 
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our p r o p o s e d l o c a t i o n i s an open c i r c l e s p o t t e d 

915 f e e t f r o m t h e n o r t h l i n e and 990 f e e t f r o m 

t h e west 1 i n e . 

Q. There i s one w e l l o v e r i n S e c t i o n 34; 

when was t h a t d r i l l e d ? 

A. That w e l l was d r i l l e d by P a c i f i c 

E n t e r p r i s e s i n O c t o b e r o f 1990. I t ' s a r e c e n t 

Morrow t e s t . I t was a d r y h o l e . 

Q. Do you know o f any o t h e r u n o r t h o d o x 

l o c a t i o n s on t h e map? 

A. We can l o o k a t t h e map and i d e n t i f y 

f i v e p r o b a b l e u n o r t h o d o x l o c a t i o n s on t h e map, 

two i n S e c t i o n 24, one i n t h e n o r t h e a s t c o r n e r o f 

S e c t i o n 36 on t h e s o u t h e r n p a r t o f t h e map, one 

i n t h e s o u t h e a s t q u a r t e r o f S e c t i o n 1 and t h e 

s o u t h e a s t q u a r t e r o f S e c t i o n 2. 

Q. Thank you. Would you move on t o 

E x h i b i t No. 9 now and d i s c u s s i t s c o n t e n t s f o r 

t h e Examiner. 

A. E x h i b i t No. 9 i s a s t r a t i g r a p h i c 

A t o ka-Morrow c r o s s - s e c t i o n , G t o G p r i m e . I t ' s 

c o n s t r u c t e d f r o m t h e n o r t h w e s t t o s o u t h e a s t 

t h r o u g h t h e a r e a . I t ' s c o n s t r u c t e d beyond t h e 

s t r i k e w i t h most o f t h e sand d e p o s i t s i n t h i s 

a r ea. 
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Each i n d i v i d u a l Morrow sand i n t h e a r e a 

has been b r o k e n o u t and g i v e n a c o l o r name f o r 

i d e n t i f i c a t i o n and mapping p u r p o s e s . Below each 

l o g on t h e c r o s s - s e c t i o n i s a s c o u t t i c k e t and a 

D w i g h t ' s p r o d u c t i o n d a t a f o r t h e w e l l . 

P e r f o r a t i o n s a r e c o l o r e d i n y e l l o w i n t h e c e n t e r 

d e p t h column o f each l o g . And d r i l l stem t e s t i n g 

i n t e r v a l s a r e a l s o marked on t h e c e n t e r column on 

each l o g . 

Q. What do you t h i n k i s t h e minimum 

t h i c k n e s s o f n e t sand w h i c h you need i n o r d e r t o 

g e t a d e c e n t w e l l ? 

A. We f e e l a minimum t h i c k n e s s o f 10 f o o t 

o f n e t p o r o u s sand i s needed t o o b t a i n a 

c o m m e r c i a l w e l l i n t h i s a r e a . As y o u ' l l see on 

t h e e n c l o s e d s t r u c t u r e and i s o p a c h maps, a 

s t a n d a r d l o c a t i o n w i l l n o t p r o v i d e t h a t f o r us. 

Hondo O i l & Gas t r i e d 8 f o o t o f p o r o u s l o w e r 

Morrow sand i n i t s No. 1 S t a t e "CC" w e l l i n 

S e c t i o n 26 and f o u n d i t t o be n o n c o m m e r c i a l . You 

can f i n d t h a t w e l l on c r o s s - s e c t i o n G t o G 

p r ime. 

The g e o l o g i c map w i l l s u p p o r t 

Mewbourne's v i e w t h a t t h i s u n o r t h o d o x l o c a t i o n i s 

r e a s o n a b l e and n e c e s s a r y t o g i v e us t h e 
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o p p o r t u n i t y t o g e t 10 f o o t o f sand. 

Q. Would y o u , p l e a s e , move on t h e n t o y o u r 

mapping, and I r e f e r you t o E x h i b i t 10, and 

d i s c u s s t h e p r i m a r y o b j e c t i v e i n t h i s a r ea? 

A. E x h i b i t 10 i s a s t r u c t u r e map based on 

t h e t o p o f t h e Lower Morrow and a l s o an i s o p a c h 

o f t h e n e t p o r o s i t y o f t h e Lower Morrow brown 

sand. T h i s brown sand map i s our p r i m a r y 

o b j e c t i v e . 

On t h e map you can see t h r e e numbers 

b e s i d e each w e l l symbol o f subsea o f t h e Lower 

Morrow, t h e n e t d e n s i t y p o r o s i t y g r e a t e r t h a n 7 

p e r c e n t i n t h e brown sand and t h e o v e r - t h e - g r o s s 

sand i n t e r v a l . 

You can see t h a t i n our p r o p o s e d 

l o c a t i o n a r e a d i p i s t o t h e s o u t h e a s t a t t h e r a t e 

o f a b o u t 300 f o o t p e r m i l e . 

Q. Okay. And w o u l d y o u , p l e a s e , move on 

t o E x h i b i t 11 and d i s c u s s i t s c o n t e n t s ? 

A. E x h i b i t 11 i s an i s o p a c h map o f t h e n e t 

p o r o s i t y i n t h e M i d d l e Morrow g r e e n sand. T h i s 

i s a s e c o n d a r y o b j e c t i v e i n our w e l l . And you 

can see by t h e map t h a t we have a s h o t a t g e t t i n g 

10 f o o t o f t h i s sand a l s o a t t h e p r o p o s e d 

l o c a t i o n . 
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Q. Okay. I n y o u r o p i n i o n what p e n a l t y 

s h o u l d be g r a n t e d a g a i n s t any p a r t y who goes 

n o n c o n s e n t under t h e c o m p u l s o r y p o o l i n g o r d e r ? 

A. Mewbourne recommends c o s t p l u s 200 

p e r c e n t . 

Q. Were E x h i b i t s 8 t h r o u g h 11 p r e p a r e d by 

you o r under y o u r d i r e c t i o n ? 

A. They were. 

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

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

and t h e p r e v e n t i o n o f waste? 

A. 11 i s . 

MR. BRUCE: Mr. Examiner, I t e n d e r 

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

EXAMINER STOGNER: Are t h e r e any 

o b j e c t i o n s ? 

MS. AUBREY: No o b j e c t i o n s . 

EXAMINER STOGNER: E x h i b i t s 8 t h r o u g h 

11 w i l l be a d m i t t e d i n t o e v i d e n c e a t t h i s t i m e . 

Ms. A u b r e y , y o u r w i t n e s s . 

MS. AUBREY: I have no q u e s t i o n s , Mr. 

S t o g n e r . 

EXAMINER STOGNER: Thank you, Ms. 

Aubrey. 

EXAMINATION 
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BY EXAMINER STOGNER: 

Q. Now, you show an oran g e zone. I'm now 

r e f e r r i n g t o E x h i b i t No. 9, t h e c r o s s - s e c t i o n i n 

w h i c h you have c o l o r - c o d e d what you f e e l t o be 

t h e a p p r o p r i a t e Morrow p r o d u c i n g i n t e r v a l s , I 

w o u l d assume, b e i n g t h e M i d d l e Morrow g r e e n sand, 

w h i c h i s c o l o r - c o d e d g r e e n . Then you have t h e 

n e x t one — w e l l , you seem t o s k i p an a r e a and 

t h e n go down i n t o what i s marked as an o r a n g e . 

Now, i n y o u r c r o s s - s e c t i o n , t h e S t a t e 

"CC" W e l l No. 1 i s p e r f o r a t e d i n t h a t i n t e r v a l 

as i s t h e Hondo. I s t h a t t h e same w e l l l o g ? 

A. I t a p p e a r s t o be. 

Q. One i s a c o n d e n s a t e n e u t r o n , t h e o t h e r 

one i s a p o o l l a t e r a l l o g . I s t h a t a p r o d u c i n g 

i n t e r v a l , do you f e e l , o r — 

A. The Hondo S t a t e "CC" w e l l was 

p e r f o r a t e d i n t h e o r a n g e , brown, and y e l l o w , and 

i t was n o n c o m m e r c i a l . T h a t ' s a d r y h o l e . That 

w e l l i s p r o d u c e d o u t o f t h e A t o k a , w h i c h i s 

c o l o r e d i n p u r p l e a t t h e t o p o f t h e 

c r o s s - s e c t i o n . And i t ' s made 488 m i l l i o n c u b i c 

f e e t o f gas i n f i v e y e a r s . 

Q. Are you p r o p o s i n g t o t e s t t h i s y e l l o w 

and o r a n g e zone i n y o u r w e l l b o r e ? 
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A. You know, w e ' l l d r i l l t h r o u g h t h e s e , 

and h o p e f u l l y w e ' l l h i t them. The y e l l o w i s 

p r e t t y much n o n c o m m e r c i a l i n t h i s a r e a . The 

ora n g e w e l l l o o k s good on t h e l o g i n S e c t i o n 2 on 

t h e c r o s s - s e c t i o n t o us. But i t h a s n ' t been 

p e r f o r a t e d , i t l i k e s l i k e , b e h i n d p i p e i n t h a t 

we 11 . 

And i t a l s o p r o d u c e d up i n t h e 

n o r t h e a s t c o r n e r o f S e c t i o n 24, and t h a t ' s t h e 

o n l y two p l a c e s i t ' s been p e r f o r a t e d i n t h e 

a r e a . 

EXAMINER STOGNER: Are t h e r e any o t h e r 

q u e s t i o n s o f t h i s w i t n e s s ? He may be excused. 

A n y t h i n g f u r t h e r ? 

MR. BRUCE: N o t h i n g f u r t h e r , Mr. 

Examiner. 

EXAMINER STOGNER: Ms. Aubr e y , do you 

have a n y t h i n g ? 

MS. AUBREY: No. 

EXAMINER STOGNER: Does anybody e l s e 

have a n y t h i n g t o o f f e r i n Case 10484? I f n o t , 

t h i s case w i l l be t a k e n under a d v i s e m e n t . 

[And t h e p r o c e e d i n g s were a d j o u r n e d . ] 

I do hereby certify that the foreqoing is 
a compleie record of the procsrciiv]:; in 
the Examiner hearing of Case Ho. /£<yg-/j 
heard ^^^^^^^^^^^^^^^^ ' ̂  ' 

Oil Conservation Dlvhio". 
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