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STATE OF NEW MEXI CO

ENERGY, M NERALS, AND NATURAL RESOURCES DEPARTMENT

O L CONSERVATI ON DI VI SI ON

I N THE MATTER OF THE HEARI NG CALLED
BY THE O L CONSERVATI ON DI VI SI ON FOR
THE PURPOSE OF CONSI DERI NG

Case Nos. 25312, 25347, 25348,

25376, 25247, 25248, 25250,

25252, 25253, 25254, 25123,

25124, 25204, 25202, 25228,

25301, 25302
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DATE:

TI ME:
BEFORE:

L OCATI ON:

REPORTED BY:

HEARI NG
Thur sday, June 26, 2025
8:57 a.m
Hearing Exam ner Gregory Chakalian
EMNRD - Oil Conservation Division
1220 South Street, Francis Drive,
3rd Floor
Santa Fe, New Mexico 87505

PAUL BACA, CCR #112

VERI TEXT LEGAL SOLUTI ONS

500 4th Street, Suite 105

Al bugquer que, New Mexico 87102
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APPEARANCES
ON BEHALF OF PRI DE ENERGY:
SPENCER FANE LLP
PO BOX 2307
Santa Fe, New Mexico 87504-2307
505-986- 2678
BY: SHARON T. SHAHEEN
sshaheen@pencerfane. com

ON BEHALF OF EOG RESOURCES, MRC PERM AN, MATADOR

PRODUCT! ON:
HOLLAND & HART LLP
PO Box 2208

Santa Fe, New Mexico 87504-2208
505-988-4421

BY: M CHAEL H. FELDEWERT

nf el dewert @ol | andhart.com

ON BEHALF OF RED Rl VER ENERGY PARTNERS, PERM AN
RESOURCES OPERATI NG, SPUR ENERGY PARTNERS:

HARDY McLEAN LLC

125 Lincoln Avenue, Suite 223
Santa Fe, New Mexico 87501-2053
505-230- 4426

BY: DANA SI MVONS HARDY

dhar dy@ar dyncl ean. com

ON BEHALF OF COG OPERATI NG, CONOCOPHI LLI PS COVPANY,
MARATHON O L PERM AN:

CONOCOPHI LLPS

1048 Paseo de Peralta

Santa Fe, New Mexico 87501-3034
505- 780- 8000

BY: KERI LI SA HATLEY

keri. hatl ey@onocophill ps.com
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ON BEHALF OF KAI SER-FRANCI S O L, MEWBOURNE O L:

JAMES GARRETT BRUCE ATTORNEY AT LAW

PO Box 1056

Santa Fe, New Mexico 87504-1056
505-982- 2043

BY: JAMES G. BRUCE

j amesbruc@ol . com

ON BEHALF OF AVANT OPERATI NG

MODRALL SPERLI NG ROEHL HARRI S & SI SK PA

PO Box 2168

Al buquer que, New Mexico 87103-2168
505-848- 1800

BY: DEANA BENNETT

deana. bennett @modral | . com

ON BEHALF OF CI VI TAS PERM AN OPERATI NG
ATTORNEY AT LAW
555 17th Street, Suite 3700
Denver, Col orado 80202-3906
303-312-8518
BY: M CHAEL DAVI D RODRI GUEZ
t sum chael @mail .com

ON BEHALF OF HI LCORP ENERGY, OVERTON ENERGY

| NVESTMENTS VI AND THE SALI ENT ZARVONA ENERGY FUND

3R OPERATI NG:
BEATTY WOZNI AK PC
310 Ashburn Cove
Austin, Texas 78738-1819
202-251- 7758
BY: M GUEL ANDRES SUAZO
msuazo@wener gyl aw. com
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ON BEHALF OF AEP || OPERATI NG, WPX ENERGY PERM AN:
ABADI E & SCHI LL
555 Rivergate Lane, Suite B4-180
Durango, Col orado 81301-7485
970- 385- 4401
BY: DARI N CHARDI N SAVAGE
dari n@badi eschill.com

ON BEHALF OF AMERI CAN ENERGY RESOURCES:
Jonat han Samani ego, Pro Se
ON BEHALF OF PBEX:
BRADFUTE SAYER CONSULTI NG & LEGAL SERVI CES
PO Box 90233
Al buquer que, New Mexico 87199-0233
505-264-8740
BY: MATTHI AS L. SAYER
mat t hi az@mai | . com

ALSO PRESENT:
Freya Tschantz, New Mexico Energy, M nerals and
Nat ural Resources

EXHI BI TS
(No Exhi bits Marked)
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HEARI NG OFFI CER CHAKALI AN: Good nor ni ng.
It is 857 a.m W are going to go on the record.
This is the second regul ar docket of the nonth for
the O | Conservation Division. W are hearing
approxi mately 14 status conferences today.

| am going to begin with Case Nunmber 1 on
our docket is 253 -- this is Case Number 25312. |t
Is Pride Energy. | think it is joined with sone
ot her cases. It is joined with 25348 and 25 -- hold
on a second here.

25312 is not joined with any other case, |
apol ogi ze.

Entry of appearance, please.

MS. SHAHEEN: Sharon Shaheen on behal f of
Pri de Energy.

HEARI NG OFFI CER CHAKALI AN: Good nor ni ng.

MR. FELDEWERT: Good nor ni ng,
M. Exam ner, M chael Feldewert, Santa Fe office of
Hol | and & Hart on behal f of EOG Resources, |nc.

HEARI NG OFFI CER CHAKALI AN: M . Fel dewert,
are you nonitoring or did you object?

MR. FELDEWERT: We objected. W had filed
a conpeting case.

HEARI NG OFFI CER CHAKALI AN: Do you have a

case nunber?
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MR. FELDEWERT: | do. It is 25455. And
as Ms. Shaheen pointed out yesterday, we need to
file a notion to amend a prehearing order to add
t hat case, because | believe the case is set for a
heari ng on August 12.

Qur case is scheduled to appear on the
July 10 docket, just so it is on the docket in case
anybody shows up. So we can either wait until
July 10 or we can file a motion this week to anmend
t he prehearing order to add this case to the hearing
on August 4.

HEARI NG OFFlI CER CHAKALI AN:  Or you can
make an oral notion today to anmend and that is
gr ant ed.

So Freya, would you issue an anended
prehearing order to add Case Nunber 25455?

MS. TSCHANTZ:  Yes.

HEARI NG OFFI CER CHAKALI AN:  Thank you.

And then would you join that case nunber
for the purposes of the hearing.

MS. TSCHANTZ: I will.

HEARI NG OFFI CER CHAKALI AN:  All right. I's
t hat docket, August 12, is that a trailing docket or
Is that the only one on there?

MS. TSCHANTZ: It is a trailing docket set
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to begin at 1:30.

HEARI NG OFFI CER CHAKALI AN:  Very good.
1: 30.

All right. M. Feldewert, we are adding
t hat case and then in your prehearing order we wll
| ssue a prehearing order |ater today.

MR. FELDEWERT: Just one matter of
clarification. WII| the matter still appear on the
July 10 docket.

HEARI NG OFFI CER CHAKALI AN:  Yes, it wll.

MR. FELDEWERT: Okay. That is where it
has been noticed. G eat.

HEARI NG OFFI CER CHAKALI AN: Freya, did you
shake your head? | couldn't tell

MS. TSCHANTZ: It i1s.

HEARI NG OFFI CER CHAKALI AN: So,

M. Fel dewert, maybe | gave you the wrong
i nformati on. \What do you want to tell us?

MS. TSCHANTZ: It was noticed for July 12
but I wll nove it to August 12.

HEARI NG OFFI CER CHAKALI AN: s that okay
or would you prefer it stay on the July 127

MR. FELDEWERT: It seenms to nme that it
m ght be beneficial to stay on there in case there

are other parties that appear. So that would be the
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only reason.

HEARI NG OFFI CER CHAKALI AN:  Freya, can you
| eave it on July 127

MS. TSCHANTZ: | can.

HEARI NG OFFI CER CHAKALI AN:  July 12 is the
hearing by affidavit, isn't it?

MS. TSCHANTZ: Right.

MR. FELDEWERT: Yes.

MS. TSCHANTZ: | could nove it to the
status conference docket already when | receive the
objection. | think that is July 24. | wll |eave
It on that docket.

HEARI NG OFFI CER CHAKALI AN: That is a good
| dea.

MS. TSCHANTZ: Okay.

HEARI NG OFFI CER CHAKALI AN: Ms. Shaheen,
are you going to file an objection in that case in
writing?

MS. SHAHEEN: Yes, absolutely.

HEARI NG OFFI CER CHAKALI AN:  All right.
figured you woul d.

MS. SHAHEEN: | think nmy assistant m ght
have done that yesterday.

HEARI NG OFFI CER CHAKALI AN: Ckay. Freya,

did you hear that?
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MS. TSCHANTZ: | did.

HEARI NG OFFI CER CHAKALI AN:  So,

M. Feldewert, it will be on the July 24 docket for
a status conference.

And, Ms. Shaheen, would you conti nue your
case to that docket so that we hear them together, |
know it is only, | know there is alnmst no reason to
do this, but | think it is a good idea to have the
new case on the docket before the actual speci al
docket .

MS. SHAHEEN: | will absolutely do that.
And just to clarify, will we also need to nove to
continue it to the August 12 docket?

HEARI NG OFFI CER CHAKALI AN: Yes.

MS. SHAHEEN:. We will need to file two
notions for continuance.

HEARI NG OFFI CER CHAKALI AN:  Yes.

MS. HARDY: M. Exam ner, just for the
record, | didn't do ny appearance as a matter of
record. We are just nmonitoring. Hardy MLean for
Red Ri ver Energy Partners.

HEARI NG OFFI CER CHAKALI AN: You said you
are nonitoring.

MS. HARDY: Yes.

MS. HATLEY: M. Exam ner, | would like to

Page 10

Veritext Lega Solutions
Caendar-nm@veritext.com 505-243-5691 WWWw.veritext.com



© 00 N oo o b~ W N P

N R N N R R N N =
o A W N P O © 0O N O 0o &~ W N +—» O

enter nmy appearance as well. Keri Hatley entering
an appearance on behalf of COG Operating and
ConocoPhillips Conpany, and we are objecting to this
case.

HEARI NG OFFI CER CHAKALI AN: Ckay. Did you
want to spell your name for the court reporter.

MS. HATLEY: Yes. Keri, K-E-R-I, Hatl ey,
H-A-T-L-E-Y.

HEARI NG OFFI CER CHAKALI AN: So you are
going to enter a witten objection?

MS. HATLEY: We already have in the Pride
Energy case.

HEARI NG OFFI CER CHAKALI AN: Ckay. In
Ms. Shaheen's case?

MS. HATLEY: Yes.

HEARI NG OFFI CER CHAKALI AN: Okay. Now, at
the hearing will you be offering evidence?

MS. HATLEY: We will not.

HEARI NG OFFI CER CHAKALI AN: W I Il you be
Cross-exam ning wtnesses?

MS. HATLEY: | don't anticipate it but |
reserve the right to.

HEARI NG OFFI CER CHAKALI AN: The parties
never have to reserve the right but you have the

right, there is nothing to reserve. This is the
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adm ni strative forum

MR. BRUCE: M. Exam ner, Janmes Bruce.

HEARI NG OFFI CER CHAKALI AN:  Who is taking?

MR. BRUCE: This is JimBruce representing
Kai ser-Francis O |.

HEARI NG OFFI CER CHAKALI AN:  Are you
entering an appearance.

MR. BRUCE: Yeah. | previously filed a
witten entry of appearance.

HEARI NG OFFI CER CHAKALI AN: | guess we
need to give the parties enough tine to verbally
speak up this nmorning. We won't make that m stake
agai n.

M. Bruce, objections.

MR. BRUCE: M ne was just an entry of
appearance, but | will be attending the contested
hearing and will probably have a position by that
time.

HEARI NG OFFI CER CHAKALI AN: Ckay. Is
there any other party that didn't get a chance to
speak up?

Ckay. Ms. Shaheen, it is your case. How
do you want to proceed? | nean, is there anything
el se you want to say before we go into recess?

MS. SHAHEEN: | think we have all said it
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all. I think we can nove on.

HEARI NG OFFI CER CHAKALI AN: Ckay. Good.
Thank you. We are in recess on 25312.

Movi ng to Number 2 and 3 on our docket
which are joined together. This is Avant Operating
25347, 25348.

Entri es of appearance.

MS. BENNETT: Good nmorning, M. Exam ner.
Deana Bennett on behalf of Avant Operating |1,

HEARI NG OFFI CER CHAKALI AN:  Good nor ni ng.

MR. FELDEWERT: Good norning, M.

Exam ner. M chael Feldewert with the Santa Fe
office of Holland & Hart for RC Perm an, who has
objected to this matter.

HEARI NG OFFI CER CHAKALI AN: Good, thank
you.

MS. HARDY: Good norning, M. Exam ner,
Dana Hardy with Hardy MLean on behal f of Perm an
Resources Operating. W have not objected, we are
noni toring at this point.

MR. RODRI GUEZ: M ke Rodriguez with
Civitas Perm an Operating LLC and we have objected
to these cases.

HEARI NG OFFI CER CHAKALI AN: Ckay. Thank
you, M. Rodriguez.
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Are there any other parties before we go

back to Ms. Bennett?

Not hearing any. Ms. Bennett.

MS. BENNETT: M . Hearing Exam ner, there

I's one other party, Palom Resources or Pal om

Perm an AssetCo. |If they are not all this,

I will

just say for the record Paloma did object to the

case being heard by affidavit, but has since

wi t hdrawn their objection.

HEARI NG OFFI CER CHAKALI AN: Do you know

who their counsel is?

MS. BENNETT: Yes. M chael Jewell
Jewel I Ji mmerson Natural Resources.

HEARI NG OFFI CER CHAKALI AN: Sure.
Col or ado?

MS. BENNETT: Yes.

HEARI NG OFFlI CER CHAKALI AN:  Freya,
Jewel | part of the e-mmil that goes out?

MS. TSCHANTZ: | believe so.

from
Up in
S

HEARI NG OFFI CER CHAKALI AN: He has been on

cases that we have heard in the past severa

so | amsurprised he is not here.

nmont hs,

Ckay. All right. They withdrew their

obj ecti ons?

MS. BENNETT: They did, on June 17.
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HEARI NG OFFI CER CHAKALI AN: Okay. \here
are we with this?

MS. BENNETT: These cases we -- we, Avant,
my office on behalf of Avant filed the applications
in early April requesting a May 8 heari ng.

Then MRC objected. Civitas objected.

Pal oma obj ected, but as |'ve nmentioned has now
wi t hdr awn.

And on May 22nd we had a status conference
in these cases. And at that time Pal oma indicated
it mght submt conpeting applications, which it has
not done.

MRC and Civitas maintained their
objection. And on that date the Hearing Exam ner
set the case for a contested hearing on July 15. W
cane today to tal k about the status of whether any
conpeting applications had been fil ed.

At this point no conpeting applications
had been filed by any party, so the only
applications to be heard at the July 15 contested
hearing are Avant's applications and Avant is --
still wants to nove forward with the July 15
cont ested heari ng.

They, as we indicated at the prior status

conference, Avant owns a mpjority of the interest in
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their units. They have been in discussions wth
Civitas and MRC. And as | have nentioned, the

case -- we had a status conference in May and the
Heari ng Exam ner said that was plenty of time for
the parties to negotiate, which is a proposition in
whi ch Avant agrees.

It is nowtime to go to the contested
hearing on July 15. | will say that this norning
M. Feldewert and | had a chance to confer and it
does seem like there is some room for discussions
bet ween Avant and MRC, but those discussions shoul d
not hold up the previously set contested hearing.

HEARI NG OFFI CER CHAKALI AN: Ckay. You
said that Paloma withdrew its objection and they
have not filed conpeting applications.

Freya, would you know if Paloma had filed
conpeting applications?

MS. TSCHANTZ: Only if they let ne know
that a certain case nunber was related to these
cases.

HEARI NG OFFI CER CHAKALI AN: Ckay.

MS. BENNETT: M. Hearing Examner, | did
review the July 10th docket which is the only docket
upon which Paloma could apply for to make the

deadl i ne and there were no Pal oma cases nor were
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there any Civitas cases. There were a couple of MRC
cases but they were in a different county and
di fferent sections and townships. So in ny review
of the July 10th docket, there were no conpeting
cases fil ed.

HEARI NG OFFI CER CHAKALI AN: So | am j ust

going to go to M. Feldewert since he did file an

obj ecti on.

M. Feldewert, did you want to add
anyt hi ng?

MR. FELDEWERT: The only thing | woul d add
iIs, as Ms. Bennett alluded to, | know there has been

some di scussion between she and | that resulted in
di scussi ons between MRC and Avant.

The issue is the nunmber of initial wells
that we are hoping to possibly cure by Avant filing
an anmended prehearing statement, which | think would
be the nost efficient way to go, but that has not
been formalized yet. So they are still in
di scussions, but that is the issue that is of
primary concern of ours.

HEARI NG OFFI CER CHAKALI AN: So MRC woul d
li ke to see Avant drill either nore initial wells or
|l ess, less initial wells?

MR. FELDEWERT: Correct.
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HEARI NG OFFI CER CHAKALI AN:  What
percent age of ownership -- do you know what
percent age of ownership MRC has in this?

MR. FELDEWERT: Off the top of ny head,
do not.

HEARI NG OFFI CER CHAKALI AN: Do you know,
Ms. Bennett?

MS. BENNETT: Yes, | do. It is sonewhere
between 6 and 7 percent.

HEARI NG OFFI CER CHAKALI AN: Ckay. By the
way, how nuch does Avant own in this acreage?

MS. BENNETT: Avant owns 40 percent, they
control 69 percent, and they are in discussion with
another party to get 5 nore percent, so they will be
at about 75 percent working interest control.

HEARI NG OFFI CER CHAKALI AN: Perfect.

Okay. Thank you.

M. Rodriguez, you objected. \Where are

you.

MR. RODRI GUEZ: So on Monday an on-site
was conducted at the | ocation of Avant |l service,
and Civitas is still evaluating those results.

Al so, | believe the parties are working on
a JOA now so | am hopeful that Civitas' concerns

will be resolved in the com ng days. And
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notw t hst andi ng any unforeseen issues, | am hoping
Civitas will be able to withdraw its objection by
next week sonetine.

HEARI NG OFFI CER CHAKALI AN:  Okay. Do we
have M. Jewell or do we still not have M. Jewell?

Freya, will you send M. Jewell an e-nmai
just letting himknow we heard these cases, he
wasn't present. |If he has something to add, he can
hop on and I will recall the cases.

MS. TSCHANTZ: Yes.

HEARI NG OFFI CER CHAKALI AN: Okay. So,

Ms. Bennett, we are on track for July 15.

s there anything el se?

MS. BENNETT: Yes. | did receive a text
from Avant stating that perm an -- Paloma Perm an
has filed -- signed, excuse ne, a JOA with Avant,
whi ch may be why M. Jewell is not in attendance
t oday because there is no further -- they are in a
vol untary agreenment with Avant.

And |, with respect to M. Feldewert's
comments, earlier Avant and MRC have been in
di scussi ons about Avant's well bins, but -- and it
I's my understandi ng that Avant intends to drill six
initial wells. But they are not abandoning their

full devel opnent plan, if that is the crux of MRC s
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agreenment .

Avant wants to develop the six initial
wells, see the results and if there are, you know,
in the real mof what is expected then they will nove
forward with all the wells under the order.

So it would not be that Avant will be
removing wells fromits application, it would be
t hat Avant would be willing to agree that there are
six initial wells, but that other wells are still
wel | s under the order.

HEARI NG OFFI CER CHAKALI AN: Okay. Thank

you.
|s there anything further?
MS. BENNETT: Not hing further.
HEARI NG OFFI CER CHAKALI AN: Okay. Very
good.

All right. W are in recess on these two
cases. We are going to nove on to Number 4 on our
docket. It looks |like Hilcorp Energy, Case
Nunmber 25376. And | think that case stands on its
own.

Entry of appearance, please.

MS. HARDY: M. Exam ner, this is actually
a case filed by Spur Energy Partners.

HEARI NG OFFI CER CHAKALI AN: It is, excuse
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me. |s that your case Ms. Hardy.

MS. HARDY: It is, yes.

HEARI NG OFFI CER CHAKALI AN:  Thank you.

MS. HARDY: Dana Hardy with Hardy & MclLean
on behal f of Spur Energy Partners.

HEARI NG OFFI CER CHAKALI AN: Okay.

MR. SUAZO: Good norning, M. Exam ner.
M guel Suazo with Beatty & Wbzni ak appearing on
behal f of Hilcorp Energy, Overton Energy | nvestment
VI and The Salient Zarvona Energy Fund.

HEARI NG OFFI CER CHAKALI AN:  Excel | ent.
Thank you, M. Suazo.

Did you object, by the way.

MR. SUAZO: Yes, we did. All three
parties objected.

HEARI NG OFFI CER CHAKALI AN: Okay. \hat is
happening with your objections?

MR. SUAZO. Do you nean the basis for the
obj ecti ons?

HEARI NG OFFI CER CHAKALI AN: No, | don't
need to know the basis right now. Are you
mai nt ai ni ng your objection?

MR. SUAZO: Yes, M. Exam ner.

HEARI NG OFFI CER CHAKALI AN: OCkay. Are you

i n discussions? Do you know if your client is
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negotiating with Spur?

MR. SUAZO. So | think it varies across
the three clients. | don't know if Hilcorp is stil
trying to gather additional information from Spur.

Ri ght now they are not particularly confortable with
hori zontal wells that are proposed. I n fact, they
are vertical wells. So | know with respect to them
t he di scussions are ongoi ng.

And with respect to Zarvona, you know, it
is nore of a concern about the interests that they
hold in relation to the size of the interest that
Spur has. So Zarvona is particularly experienced in
this area and in drilling these types of wells. And
t hey have a larger interest, so | know that, you
know, they have spoken to Spur, and Spur has ki nd of
refused to nmake some comm tnments that Zarvona woul d
feel nore confortable wth.

So in that respect discussions are
ongoi ng, but | don't think that they have been
resol ved to date. And with the final client,
Overton I nvestnment VI, their objection stens from
Spur's unwi | lingness to provide a JOA and then kind
of some of the terns that woul d be incorporated,
particularly the marketing piece, so | know they are

speaki ng as wel |.
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HEARI NG OFFI CER CHAKALI AN: Okay.
Perfect. Thank you, M. Suazo.

Are there any other parties that you know
of, Ms. Hardy?

MS. HARDY: Not that | know of.

HEARI NG OFFI CER CHAKALI AN: Okay. How do
you want to proceed?

MS. HARDY: M. Exam ner, | think Spur
woul d Ii ke to have this case set for a contested
hearing, preferably in August. They are working
with Hilcorp on the technical concerns. They have
provided the JOA to Overton and Zarvona. | don't
believe that Zarvona has drilled or operates any
wells in this area or in New Mexico, for that
matter. | amnot sure that they are a |icensed
oper at or .

So the conpeting applications have been
filed. We would ask that this be set for a
contested hearing preferably on August 12 and 13 on
that trailing docket.

HEARI NG OFFI CER CHAKALI AN: Did you just
say that conpeting applications were filed?

MS. HARDY: Have not been fil ed.

HEARI NG OFFI CER CHAKALI AN: Have not been
filed. Thank you.
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Freya, the first date you give ne to offer
I's August 26. Now, Ms. Hardy is wondering about the
12th or the 13th. Are we not able to offer earlier
t han the 26th?

MS. TSCHANTZ: We already have three
heari ngs set for the August 12 docket and we start
in the afternoon on the 12th going into the 13th, so
t hat would be tight.

HEARI NG OFFI CER CHAKALI AN:  You under st and
t he probl em

MS. HARDY: | do.

HEARI NG OFFI CER CHAKALI AN: It | ooks I|ike
August 26 is our first possible date.

Does that work for you.

MS. HARDY: That will worKk.

HEARI NG OFFI CER CHAKALI AN: Okay.
M. Suazo, August 26 if your clients continue to
mai ntain their objection.

MR. SUAZO Well, | want to make sure that
Zarvona especially has time to submt conpeting
applications. And | guess that technically gives
t hem enough tinme. Just out of curiosity, what is
the first avail able docket in Septenber?

HEARI NG OFFI CER CHAKALI AN: The first one
i n Septenber is the 2nd.
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MR. SUAZO: Okay. Well, that is not
enough of a material difference, so | guess
August 26 is probably acceptable.

HEARI NG OFFI CER CHAKALI AN: Ckay. And so
of the three clients, the Zarvona Energy Fund woul d
be the one that would potentially file conpeting
applications?

MR. SUAZO. Well, not necessarily, but |
think they are probably the nmost |likely. 1t depends
on the conversations that continue to be had and how
t hey pan out, but | do think Zarvona is nost |ikely
to be in that position.

HEARI NG OFFI CER CHAKALI AN: Do you know
what their ownership interest in the subject |and s
I s?

MR. SUAZO: Yes. Let ne see if | can find
that. Zarvona's interest is 15.375 percent and
Spur's is 12.4 percent.

HEARI NG OFFI CER CHAKALI AN:  Okay.

Perfect. Thank you.

Ms. Hardy, do you agree with those
figures?

MS. HARDY: Spur is in the process of
acquiring an additional interest, so they would have

nore interest than that by the tine we got to
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heari ng.

HEARI NG OFFI CER CHAKALI AN:  That figure is
correct as of today?

MS. HARDY: It sounds approxi mately
correct.

HEARI NG OFFI CER CHAKALI AN:  Thank you,
M. Suazo. | appreciate the figures. All right.

So we will issue a prehearing order,
Ms. Hardy, for August 26.

Freya, is that a trailing docket or is
that the only case on that docket?

MS. TSCHANTZ: It is a trailing docket.

HEARI NG OFFI CER CHAKALI AN: It gives
plenty of time for negotiation with these three
I nterests. It gives Zarvona the ability to file
conpeting apps in a tinmely fashion.

|s there anything el se, M. Suazo?

MR. SUAZO:. No, M. Exam ner. Thank you.

HEARI NG OFFI CER CHAKALI AN:  Ms. Hardy.

MS. HARDY: No. Thank you.

HEARI NG OFFI CER CHAKALI AN: Good. We are

in recess on that case.

Movi ng not to Number 5 on our docket. It
I s Matador Production Conpany. It |ooks |Iike we
have a few cases here. It |ooks Iike we have a
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notion hearing. The case nunbers are 25247, 48,
25250, 52, 53 and 54.

Entries of appearance, please.

MR. FELDEWERT: M chael Feldewert with the
Santa Fe office of Holland & Hart for the applicant,
MRC Perm an Conpany.

HEARI NG OFFI CER CHAKALI AN:  Thank you,
Sir.

MR. SAMANI EGO.  Jonat han Samani ego, Qo
representative of American Energy Resources.

HEARI NG OFFI CER CHAKALI AN: Ckay. Thank
you, Sir.

MR. SAVAGE: (Good norning, M. Exam ner,
Darin Savage with Abadie & Schill on behalf of Al pha
Energy Partners I1l, LLC

HEARI NG OFFI CER CHAKALI AN:  And,
M. Savage, | already know what M. Sanmani ego's
position is, | forgot your position.

MR. SAVAGE: We did an objection.

HEARI NG OFFI CER CHAKALI AN: Didn't?

MR. SAVAGE: We did.

HEARI NG OFFI CER CHAKALI AN: Di d.

MR. SAVAGE: We did enter an objection.
It | ooks |ike conpeting applications are going to

arrive. Alpha was | ooking at doing the applications

Page 27

Veritext Lega Solutions
Caendar-nm@veritext.com 505-243-5691 WWWw.veritext.com



© 00 N oo o b~ W N P

N R N N R R N N =
o A W N P O © 0O N O 0o &~ W N +—» O

but they have an AM.

HEARI NG OFFI CER CHAKALI AN: | don't know
what AM neans.

MR. SAVAGE: Area mutual interests. It is
an agreenent so that you carve out, you | ook at
civil townships, you look at civil sections and then
you do an agreenent where if parties go in and they
| ease, that they agree to share the percentages of
t hat .

So it is an area of nutual interest that
t hey are developing. And it enconpasses this, these
areas that are being contested.

So Al pha was pl anning on doing a conpeting
application, but it |ooks |Iike Mewbourne is going to
been the one | eading that effort and would be filing
t he conpeting applications. So this is kind of a
rat her conplicated matter. | don't know anything
about M. Samani ego's notion and do not support it.
But affably |ooking at this and talking to ny
client, there may be separate grounds for dism ssing
MRC' s applications at this point that we would Iike
to be able to address and discuss with M. Fel dewert
during this.

HEARI NG OFFI CER CHAKALI AN: So that is

fine. We have as nuch time as we need to di scuss
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t hese things, but so you're representing Al pha.

Who is representing Mewbour ne.

MR. BRUCE: M. Examner, this is Jim
Bruce. | am

HEARI NG OFFI CER CHAKALI AN: M. Bruce, did
you enter an objection.

MR. BRUCE: No, | didn't. | did not enter
an objection at the tinme, because Mewbourne, at that
poi nt, was just an observer that it did not receive
notice of the applications from MRC and it did not
receive the well proposal. But we can get into that
in alittle nore detail at the tine, but Mewbourne
will be filing conpeting applications.

And if I may, just to clarify, MRC s
applications cover all of Sections 27, 28, and 29,
and Mewbourne's applications will cover the west
hal f of Section 29, all of Section 30, and all of
Section 25 and the adjoi ni ng townshi p.

So really what is at issue is really that
hal f section of |and, the west half of Section 29.

HEARI NG OFFI CER CHAKALI AN: Not the east
hal f of 29, the west half of 29?

MR. BRUCE: Correct.

HEARI NG OFFI CER CHAKALI AN: But you said

the -- okay, | guess that is not really critical for
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me to understand right now. So would you pl ease
enter a witten objection if that is your position.

MR. BRUCE: Yes, sir.

HEARI NG OFFI CER CHAKALI AN:  When do you
anticipate filing the conpeting applications?

MR. BRUCE: Well, nmy understanding from
the prior hearing was if Al pha was going to file,
they had to file by tomorrow to get on the July 29
speci al docket and | informed Mewbourne that they
woul d have to file by tonorrow.

HEARI NG OFFI CER CHAKALI AN:  Okay.

MR. BRUCE: | will probably followup with
an e-mail to Freya when they are filed just to nmake
sure that they are not set on the docket for -- any
ot her docket.

HEARI NG OFFI CER CHAKALI AN: So you
woul dn't want themto be heard, not heard, but you
woul d not want them to be noticed for an earlier
docket ed before July 297

MR. BRUCE: Well, what is the regular,
second regul ar docket? W could do it that way,
but - -

HEARI NG OFFI CER CHAKALI AN: I just think
it allows for any kind of objection from anot her

party or just prehearing preparation. But what is
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it, I don't know what it is.

Freya, what is the second docket of July?

MS. TSCHANTZ: We only have one hearing by
affidavit docket in July that would be noticed for
new cases, and that is July 10. The deadli ne has
al ready | apsed for that.

So the next docket that would be normally
noti ced woul d be August 7. Since these are
conpeting applications, | could prepare a speci al
notice just for this one conpeting application for
July 29.

HEARI NG OFFI CER CHAKALI AN: | see, okay,
M. Bruce, you heard that, right?

MR. BRUCE: Yes, sSir.

HEARI NG OFFI CER CHAKALI AN: So we woul d be
doi ng, we would be going above and beyond what we
normally do to get these to be joined for the
July 29 contested hearing.

So pl ease make sure you are in
communi cation with Ms. Tschantz and also file a
notion to consolidate once you have filed the
conpeting applications.

MR. BRUCE: Yes, sir.

HEARI NG OFFI CER CHAKALI AN: M. Fel dewert,

we are back to you.
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MR. FELDEWERT: Thank you. | ama little
confused. So our applications for |ay-down covering
27, 28, and 209.

HEARI NG OFFI CER CHAKALI AN:  Okay.

MR. FELDEWERT: M. Bruce said his are
going to cover, and M. Bruce, correct me if | am
wrong, 29, 30, and you say 31?

HEARI NG OFFI CER CHAKALI AN: No. 25 of the
next township range.

MR. FELDEWERT: Of the next township.
Okay.

MR. BRUCE: M. Feldewert, the west half
of 29 only.

HEARI NG OFFI CER CHAKALI AN:  Which | don't
understand either. | thought it would be the east
hal f of 29. | would think that would be what abuts
the 30, but I don't have a map in front of ne.

MR. BRUCE: Yeah. | don't either.

MR. FELDEWERT: We will see whatever it
Is. M point being is that you are now adding to
the case that is docketed additional acreage which
woul d be additional pooled parties who have up until
now nost |ikely not be informed of Mewbourne's
pl ans.

So it would seemto me that we woul d want
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to have it filed and have it schedul ed for a docket
before July 29 to see if there are other parties

t hat appear and may have devel opment pl ans that
conpete with other Mewbourne's acreage.

HEARI NG OFFI CER CHAKALI AN: M. Bruce.

MR. BRUCE: Well, yeah, | -- theoretically
| have no objection to that, but | guess that would
have to be -- today is the 26, that would have to be

July 26 or 27 because of the 30-day application
filing tinmeline.
MR. FELDEWERT: Have the well proposals

gone out?

MR. BRUCE:. M. Feldewert, | presune so.
| have not -- | do not know. | was contacted so
recently, | do not know.

HEARI NG OFFI CER CHAKALI AN:  Wel |,
M. Bruce, do you have a way of contacting your
client? W can go into recess.

MR. SAMANI EGO. |If you don't cone
prepared, he doesn't have relevancy to proceed. And

to wait for his client would cause burden on ot her

effected parties. | will object to Mewbourne
proceeding at this time until he gets his docunments
in order. Until then, | respectfully request to
proceed.
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| also object to Alpha's proceeding
because there has been violations in their antics in
Cases 25166 and they're fined now for many, many
vi ol ati ons regarding State | aw.

A hearing, a de novo hearing will be filed
In that shortly, but as far as today, | am objecting
to Al pha proceedi ng because of their continuous
viol ations of State law in their antics to profit.

HEARI NG OFFI CER CHAKALI AN: Okay.

M . Samani ego, before you continue -- sir, before
you continue -- Freya, please nute M. Samani ego.

(Si mul t aneous speaking.)

HEARI NG OFFI CER CHAKALI AN: M . Samani ego,
when you hear ne start to speak, | prefer that you
stop speaking. It is going to make this a | ot
easi er for both of us.

The court reporter needs you to state and
spell your nane for the record, so let's turn on
your m crophone, please, and do that.

M . Samani ego, you have to turn on the
m crophone once Freya turns it off. She can't turn
It back on for you.

MR. SAMANI EGO. Jonat han Samani ego,
J-ON-AT-HAN SAMA-NI1-E-GO Representative

of American Energy Resources.
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HEARI NG OFFI CER CHAKALI AN: Okay. Thank
you. Hold on one second. You got that?

THE COURT REPORTER: Yes.

HEARI NG OFFI CER CHAKALI AN:  So,

M. Samani ego, let's take this one step at a tine.
What | asked M. Bruce to do was to contact his
client and find out if well proposals had been
mai |l ed out. That's all | have asked himto do.

And so we are having a notion hearing
today on MRC' s notion to strike you as a participant
or a party to this case. So that is what we are
doi ng today.

In you want to file written notions for
ot her things, you are nore than welconme to do that
and we will hear that at a |ater date. But | have
received your filings. | did receive your filing on
6-24. | received -- this is your nmotion to dismss,
| think. | have that in front of ne. | also have
your docketing statement for the Court of Appeals
dealing with the Judge's order down in the Fifth
Judicial District.

So | have those, | have that informtion.
| al so have the docunent that you filed, a notion to
stri ke back on 6-6. So | have a bunch of docunents

t hat you have filed that we need to deal with today.
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| al so have MRC Perm an's notion to strike
you as a party, you filed a response. | gave MRC an
opportunity to reply, they did not take nme up on
that, which is fine, they don't have to. But before
we get to the notion, | do want to deal with these
conpeting applications.

M. Bruce, | agree with M. Feldewert if
you're filing conpeting applications and it is going
to enconpass new | ands, which obviously it is going
to, then we need to have this on sonme docket before
t he contested hearing on July 29. So we need to
work this out.

Do you have any suggestions, M. Bruce.

MR. BRUCE: Well, two. Number one woul d
be that the applications are filed by tonmorrow, so
t hat would be 30 days, July 26. Set them on that
docket to see if there are any further objections.

HEARI NG OFFI CER CHAKALI AN:  Okay.

MR. BRUCE: The other one would be to set
this for the August 7 docket and that woul d probably
entail amending the pretrial order to set another
heari ng dat e.

HEARI NG OFFI CER CHAKALI AN: So, Freya, are
we able to get these contest -- these conpeting

applications, which have yet to be filed, on the
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July 26 status conference docket?

MS. TSCHANTZ: That is July 24 is the
status conference docket. The 26th is a Saturday.

HEARI NG OFFI CER CHAKALI AN:  All right.
Thank you. July 24.

MR. SAVAGE: M. Exam ner, there is sone
addi tional information that may inpact the sel ection
of the date. So, for exanple, in that Section 29 it
says mssing title, and there is |eases that have
termnated by their own ternms and gone back to -- so
there is unleased interest in there in addition to a
nunmber of changes of ownership. So Al pha has not
received this well proposal at all.

HEARI NG OFFI CER CHAKALI AN: From who?

MR. SAVAGE: From MRC.

HEARI NG OFFI CER CHAKALI AN: From MRC.

MR. SAVAGE: That's correct. | don't
bel i eve Marat hon has received -- |I'm sorry, not
Mar at hon, Mewbour ne. | do not believe Mewbourne --
M. Bruce may clarify, but |I do not believe they

have received theirs.

There is five other owners, at |east.
Some of those are | andowners who have notification
about the oil and gas industry. | know that Pegasus

Resources, McM I lan, City of Carlsbad, the Estate of
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McCreed, Estate of Paul WIIlians, these are all
cl ose.

What is interesting, typically when you
have -- you have a couple of scenarios. You have
one scenari o where you have, let's say, an oil and
gas conpany that has a | ease, they receive a well
proposal, then they assign it to sonebody el se.
During the interimwhile you are there, so you have
anot her oil and gas conpany. In that kind of
scenario you usually get due diligence and usually
t hey would know that the well proposal was -- you
know, that | ease was subject to a well proposal and
t hen you woul d have -- they would be aware or they
shoul d have been aware.

In this scenario we have | eases on the
| ands and | believe, if nmy client is correct in
this, that Marathon and ConocoPhillips may have been
the |l essees at the time the well proposals were sent
out. So you have | eases.

And then you sone have event, and |
believe it was a m ssing shut-in paynment or
sonmething like that, that term nated the | ease. So
the | ease goes back to the | andowner.

And then in our scenario then another

party came along and | eased the interest and then
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that party assigned it to another conpany. Assigned
it to Alpha. So we have, |ike, several

i nternmedi ates. You don't have that continuity of
potential notice that you have in the previous
scenario; Iis that correct?

HEARI NG OFFI CER CHAKALI AN: Doesn't the
rules -- | don't have the rule in front of nme, but
doesn't the rule say it is the responsibility of the
applicant to send notice that they know or should
know, based on records, et cetera, et cetera, at the
time of the filing?

MR. SAVAGE: Well, this is the well
proposal. So actually the special rules on well
proposal s say that you should send, you really need
to send the well proposal 30 days before you file
t he application.

HEARI NG OFFI CER CHAKALI AN:  Sure.

MR. SAVAGE: Then there is |anguage in
t here about extenuating circumstances. So, you
know, and the purpose of the well proposal is to get
the parties to reach voluntary agreenent prior to.

So there is extenuating circunstances.

You can shorten that period and still maintain
notice and rights and all of that. But it |ooks to

me |i ke what you can't do under the ternms of the
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order is you can't file the application prior to
sendi ng out the well proposal.

HEARI NG OFFI CER CHAKALI AN:  Who did that?

MR. SAVAGE: We believe that MRC did that.

HEARI NG OFFI CER CHAKALI AN: | see.
M. Feldewert, there is a ot here for you to deal
with before we even get to the notion hearing.

MR. FELDEWERT: Let's see, Mewbourne
entered an appearance in this case in Muy.

HEARI NG OFFI CER CHAKALI AN:  Okay.

MR. FELDEWERT: M. Savage, do you know
when you appeared?

MR. SAVAGE: Let's see here. W appeared,
It looks like May 21st, sonewhere in there.

MR. FELDEWERT: They appeared in May.

MR. SAVAGE: May 21st.

MR. FELDEWERT: May, June. So |ong before
you heard this matter and set this case for a
hearing on July 29, none of this, to my know edge.
| have not copied the record but none of this was
raised. This is all a conplete surprise.

| wonder why Mewbourne, who appeared in
May did not indicate that they were filing conpeting
applications until now.

| wonder why Al pha apparently has this

Page 40

Veritext Lega Solutions
Caendar-nm@veritext.com 505-243-5691 WWWw.veritext.com



© 00 N oo o b~ W N P

N R N N R R N N =
o A W N P O © 0O N O 0o &~ W N +—» O

knowl edge about title that apparently nobody el se
does, why they did not raise this sooner.

So this does come as a conplete surprise.
| would say it is fairly tardy given that you
already set this for a hearing on July 29.

That is all | can say now because | don't
know what the heck they are tal king about.

HEARI NG OFFI CER CHAKALI AN: Do you know
whet her MRC did send out proposals before it filed
this case?

MR. FELDEWERT: | am sure they did. | am
sure they did. That is their normal routine. That
I's sonething we check before we file the
application.

HEARI NG OFFI CER CHAKALI AN: Okay.

MR. FELDEWERT: So, yes, | am sure they
sent out well proposals to the parties of record
that is shown by the title records in the County
where the property is |located or otherw se known to
t he conmpany, okay? The sane as you do for notice of
t he heari ng.

Mewbour ne got some kind of notice because
they were here in May. Alpha got sonme kind of
noti ce because they were here in May. None of them

rai sed any issue about not receiving a well
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proposal. And none of themraised any issue about
any title search.

HEARI NG OFFI CER CHAKALI AN:  Okay.

M. Savage.

So, M. Bruce, let nme cone back to you for
a nonent. Are you saying you did not get -- your
client did not get a well propose.

MR. BRUCE: No, they did not. That goes
to M. Savage's point. Mewbourne has an interest
under this area of Miutual Interest Agreenment. But
at the time they did not have any plans, they were
| ooki ng at acreage to the east and M. Savage's
client would Iike the west half of Section 29
I ncluded in the well unit. So, there was a | ot of
nmovi ng parts here. So, there was no evil intent on
Mewbour ne, they were just interested in what was
goi ng on at the tine.

One thing, | did just confirmwth
Mewbour ne that they had sent out well proposals.

HEARI NG OFFI CER CHAKALI AN: Do you know
when?

MR. BRUCE: | did forget to ask that, but
it was within the past week, | was inforned.

HEARI NG OFFlI CER CHAKALI AN:  Wow. It feels

like | don't have all the information here that |
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need to make sonme sort of decision.

This -- M. Bruce, | don't have the rule
in front of me, but does the rule say that --
because we have a 20-day notice period. | think you
have to notice people as well before we put
sonmet hing on the docket. Is it 30 days in the rule
or 20 days in the rule?

MR. BRUCE: Well, it is 20 days for notice
but | have to file the applications Thursday before
t he heari ng.

HEARI NG OFFI CER CHAKALI AN:  That is to
give the OCD tine to give notice for 20 days before.

MR. BRUCE: That is just in the rules that
the applicant has to file notice Thursdays before
t he heari ng.

HEARI NG OFFI CER CHAKALI AN: Okay. And
t hen we have a policy of sending out proposals
30 days before you file.

MR. BRUCE: We would have to mail out
noti ce 20 days before the Thursday.

HEARI NG OFFI CER CHAKALI AN: That is not
what | am asking. That is okay. | understand.

So, it is June 26. This hearing is
schedul ed for a nonth and three days, basically,

from now.
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So M. Bruce yeah, tonorrow i s your
deadline to file your conpeting applications.

MR. BRUCE: Correct.

HEARI NG OFFI CER CHAKALI AN:  And unl ess
there is sonmething -- unless | don't have the
di scretion to put those cases on the July 24 docket
I f sonmeone wants to nmake an argunent why | can't do
that, | know the rule says 30 days before, but it
woul d still be 30 days before July 29. | would |ike
to get these on the July 24 docket so that other
parti es have an opportunity to | ook at your
applications and nmake objections or whatever.

So M. Bruce, is it within nmy discretion
to list your conpeting applications that you're
filing tomorrow on the July 24 docket for an initial
for that notice and then to have you continue them
to July 297

MR. BRUCE: M. Examiner, it seens to nme
t hat you are putting the cart before -- the Division
has the right to request an exception to any rule of
t he Division.

And the -- | could file a notion today to
ask that 30-day period for notice -- | nmean, that
t hat period be revised to, what, 27 days. And all ow
this to be set for July 24. Wuld that be --
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HEARI NG OFFI CER CHAKALI AN: Sure.

MR. BRUCE: | see no problemw th that.

HEARI NG OFFI CER CHAKALI AN:  Okay. \What
are the extenuating circunstances in this case?

MR. BRUCE: | guess it would be the --
Nunber one, as M. Feldewert pointed out, for
acreage involved we need to see if anybody el se has
obj ection before the July 29, scheduled July 29
hearing date. And there is still time, you know,
for the 20-day notice.

M. Exam ner, | would note that
hi storically when | started practicing before the
Di vision, the actual time schedule for filing an
application was 20 days before the hearing date.

So the -- it would be good to change that
after three decades |later, so there is nothing magic
about the 20 or 30 days, it is just --

HEARI NG OFFI CER CHAKALI AN:  Ckay. |
under stand, M. Bruce. File that nmotion, please,
and put in there the position of the other parties,

i ncluding M. Samaniego's who | believe he objects

to just about -- yeah. So, | believe he would
object to that but we will hear fromhimin just a
moment .

M. Feldewert, do you have any problem
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with that?

MR. FELDEWERT: Well, | think it would be
cleaner if they would file their applications
t onorr ow.

HEARI NG OFFI CER CHAKALI AN: They are going
to.

MR. BRUCE: That will be done. | wl
file the notion today.

MR. FELDEWERT: If they file the
applications tonorrow, they will be timely filed for
the July 24 docket. Then notice will go out 20 days
before that July 24 docket, so | fail to see the
need for why are we filing a notion on this date.

HEARI NG OFFI CER CHAKALI AN:  Asking for
exceptional circunstances the 30-day period the rule
says you have to file an application before it.

MR. FELDEWERT: So they are going to be
filing 30 days in advance of the hearing, there is
no exception.

HEARI NG OFFI CER CHAKALI AN: | woul d agree
with that for the 29th of July but we are going to
be listing it on the 24th, five days before.

MR. FELDEWERT: Right. But they can file
for the 24th tonorrow.

HEARI NG OFFI CER CHAKALI AN: Definitely.
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But that still wouldn't be 30 days before July 24th
is all that we are tal king about.

MR. FELDEWERT: It would be, wouldn't it?
Maybe my math is --

HEARI NG OFFI CER CHAKALI AN: Ckay.

MR. FELDEWERT: You m ght be correct.

That is fine, | don't object to that process.

HEARI NG OFFI CER CHAKALI AN:  Thank you.

M . Savage, any objections for what M. Bruce is
going to do?

MR. SAVAGE: |If you don't mnd I would
| i ke to respond to M. Feldewert's comments about ny
t ar di ness.

HEARI NG OFFI CER CHAKALI AN: | am aski ng
you a specific question. Do you have any objection
to M. Bruce filing his applications tonorrow for
the July 24 docket as a status conference and then
to be consolidated for the July 29 special hearing?

MR. SAVAGE: | don't have any objection to
the filing of the application tonmorrow, but | would
have an objection to having the contested hearing on
July 29.

HEARI NG OFFI CER CHAKALI AN: They are not
your cases, they are M. Feldewert's cases.

MR. SAVAGE: We are a party of interest.
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We believe that M. Feldewert, that the application
shoul d be di sm ssed.

HEARI NG OFFI CER CHAKALI AN:  Well, then
file a notion right away so | can -- you know, we
can get a response from M. Fel dewert and then we
can deal with that.

MR. SAVAGE: Okay. The notion would
I ncl ude a response to his coments on the record.

HEARI NG OFFI CER CHAKALI AN: Fi ne. | don't
i ntend --

MR. SAVAGE: |Is that something I could
address on the record in response to his coments he
made on the record.

HEARI NG OFFI CER CHAKALI AN: I f you feel
t he need to, go ahead.

MR. SAVAGE: Okay. Thank you.

So, M. Feldewert, so Alpha did file its
entry of appearance and objection on May 21. We did
announce that the applications would be tinely. W
did file our objection.

Then we never received a well proposal,
but we did nonitor -- we do nmonitor -- Al pha does
moni tor the docket and that is how we were aware and
that is how nost parties who don't receive their

notice properly become aware.
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So after that we -- Alpha, and | believe
Mewbour ne began di scussing how to proceed, and |, as
| understand, they actually informed MRC that there
are defects in the well proposals not being sent out
and that there are defects in the title and that
t hat shoul d be addressed.

So MRC was slowy aware of these defects
wel | before today. In fact, Ms. Vance actually
e-mailed me and M. Feldewert was on that e-mail and
sai d, Hey, what is going on about the upcom ng
status conference? And | checked with ny client, |
responded to them that Al pha and Mewbourne were
di scussing these matters. It seened very
conplicated and it would be a good idea for MRC to
be involved in those discussions.

So, as | understand they were involved in
t hose di scussions. They were involved in sone
di scussions. So if counsel for MRC is not aware of
this stuff, you know, | think that is a
comuni cati on between MRC and counsel. But MRC
should be fully aware of these defects, and |
believe that -- | |ooked at the rules and it | ooks
to me |ike you cannot, even though you may shorten
the time period for the well proposal for

extenuating circunstances, you cannot file an
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application prior to sending out the well proposal.
That seens to be a bright Iine that you cannot
Cross.

So it looks to ne |ike the application
shoul d be dism ssed, and reapplied or that there,
you know, MRC should do some nobtion to ask for an
exception to allow nore time to send out the wel
proposal s and then nove everything down the road
just a bit to allow for proper well proposals and
for negotiations with the working summaries that
were | ate.

HEARI NG OFFI CER CHAKALI AN:  Thank you.
M. Fel dewert.

MR. FELDEWERT: The only i nmedi ate
response is that the -- MRC filed their application
i n March, which meant the well proposals probably
went out in February. They went out in February to
the parties of record in the County and ot her
properties |located in February.

And | am just guessing, nmy guess is that
Al pha things tat they have an interest or has an
I nterest that perhaps there wasn't anything of
record in February when the well proposals went out
to indicate that they do.

So, he can file whatever notion he wants
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to, but that would be ny guess.

HEARI NG OFFI CER CHAKALI AN:  Okay. Thank
you. All right. M. Savage, it is on the record,
your response to the tinmeliness of your objections.

| f you have evidence that shows that well
proposals did go out to at | east who they thought
was the -- you know, record title owners, file it.
Ot herwi se M. Bruce knows what he is doing.
under st and your position.

Now we need to deal with this nmotion to
strike. W have had several motions -- actually, we
have had many notions in this case. | amjust going
to review sone of the history in this case since it
is alittle not -- it is out of the ordinary.

So these applications were filed March 10.
We received a -- we received an entry of appearance
and objection from M. Samani ego on -- well, there
is no date on this, so let ne go back. On April 14.

Then, M. Samaniego filed a notion to
strike these applications and | amjust going to
shorthand this because | know you weren't here,

M. Feldewert, but | dealt with this by order.
Ms. Vance was here already dealing with this. And
this was that basically your client was not

following the rules and that they had wells that
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were out of conpliance and that because of that we
should dism ss the applications. | denied that
notion to strike because | infornmed M. Samani ego

t hat he does not have standing to enforce the rules
of the OCD. Only the OCD has the standing to
enforce its own rules. There is nothing in the
rules that gives a private right of action to any --
to anyone.

Ckay. So then we had a notion to strike
filed on May 20, asking nme to strike Anmerican Energy
Resources entry of appearance and notice of
opposition based on the followng. | don't know,
have you reviewed this?

MR. FELDEWERT: | have reviewed the
hi story.

HEARI NG OFFI CER CHAKALI AN: So you are
fam liar.

MR. FELDEWERT: | am famliar

HEARI NG OFFI CER CHAKALI AN: Do you want to
summari ze this notion and the basis upon which you
are requesting ne to strike so that M. Samani ego
can hear because then | am going to go through the
responses and everything el se.

MR. FELDEWERT: | think you are correct.

The only matter for the Division to address now is

Page 52

Veritext Lega Solutions
Caendar-nm@veritext.com 505-243-5691 WWWw.veritext.com



© 00 N oo o b~ W N P

N R N N R R N N =
o A W N P O © 0O N O 0o &~ W N +—» O

MRC' s motion to strike Anmerican Energy's entry of
appearance and objections in these cases.

We filed a notion denonstrating, we
beli eve, that they do not have a basis to intervene
in this matter. We show that they are not seeking
to pool, M. Samani ego because we don't show him as
bei ng an interest owner of record.

Secondly, there was a District Court
deci sion that determ ned that American Energy and
Samani ego did not own any interest in the west half
of the west half of Section 26, which is where they
claimtheir interests. And that that District Court
case involved the Dowing | ease, which is one of the
m neral owners of record there for which MRC has a
| ease and is proceeding to devel op that acreage.

| saw that he submtted a response on the
day of the status conference, where he conceded to
the District Court had issued its ruling. He
conceded that it involved the Dowing | ease. He
said he had appealed it. The transcript said you
found this a little confusing, inconsistent, was
| acki ng in substance, but gave him another chance to
file his response to the nmotion to strike.

When we | ooked at it, there was -- it

didn't raise anything new. 1In fact, alone
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denonstrated, itself denmonstrated that his nmotion

shoul d be denied. And when you | ook at what he has

filed -- | was going to bring it up on ny screen.
HEARI NG OFFI CER CHAKALI AN: | am | ooki ng
at the docunent that was filed on July 6. [Is that

what you are | ooking at?

MR. FELDEWERT: June 5th?

HEARI NG OFFI CER CHAKALI AN: I have the
6t h.

MR. FELDEWERT: OCkay. |If | can share
t hat, vyes.

HEARI NG OFFI CER CHAKALI AN: Pl ease do.

MR. FELDEWERT: COkay. When | |ook at this
really what he is suggesting is that he should be
able to intervene because he still clains that he is
an interest owner in the acreage in the west half of
t he west half of Section 27, and he says he has
APD s applications to drill for four vertical wells.

Now, when | | ook at what he filed and | go
to, for exanple, PDF Page 6 of what he filed, he
provided the Agency with the summary judgnment from
the District Court indicating he has no interest in
t he acreage. And the acreage said they were
addressing, as you can see in the highlighted

portion, is the west half of the west half of
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Section 27.

The Court ruled that the -- that
particul ar property that they have described in
their ruling was established in the plaintiff, which
was Ms. Dowl i ng, okay, and the Court found, you wl|l
see down at the bottom that the deeds that
M . Samani ego was claimng an interest in, that the
Court found that those deeds were unenforceabl e,
voi dabl e, void, null, had no affect, and they are
hereby stricken fromthe real estate records, okay?

So that is where we stand now. The
instrunments into which he is claimng an interest
are stricken fromthe real estate records. And that
the title records show that Ms. Dow i ng owns the
I nterest and under that |lease is what MRC is
proceedi ng under.

So that is the state of the record. So if
you will | ook at the state of the matter now, he
does not own an interest, period.

HEARI NG OFFI CER CHAKALI AN:  Wbul d you take
a | ook at Paragraph 16 of the order for sunmmary
j udgnment .

MR. FELDEWERT: Yes.

HEARI NG OFFI CER CHAKALI AN:  Woul d you read

t hat out | oud.
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MR. FELDEWERT: COkay. "Defendants
admtted the relevant facts in their deemed
adm ssions. Defendants American Energy and Bl ack
&old admtted the deeds at issue, and those are
Exhibits A, E and F, are void and voi dabl e. Al | of
t he defendants admtted the Defendant Samani ego is
the alter ego of the Black Gold and Anerican Energy.
The same counsel represents all defendants.
Accordingly -- accordingly the adm ssions of Bl ack
Gol d and Anmerican Energy are binding on Defendant
Samani ego, period.”

HEARI NG OFFI CER CHAKALI AN:  Now t hese
deeds at issue, Exhibits A, E and F of this, do you
know whet her these deeds, Exhibits A, E and F are
what give rise to a claimof an interest in this?

MR. FELDEWERT: That is what M. Samani ego

has attached to his notion as is the basis for his

I nterest.

HEARI NG OFFI CER CHAKALI AN:  That is what |
t hought .

MR. FELDEWERT: There is A, E and F of the
summary judgnment, okay. |If | go down to PDF in

whi ch he marked as Exhibit E, which is Page 18 of
the PDF, it is the same m neral deed that the court

said is void, stricken, no | onger valid.
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HEARI NG OFFI CER CHAKALI AN: Ri ght. But
did the Defendant Anerican Energy and Bl ack Gold

admt that the deeds are void and voi dabl e.

MR. FELDEWERT: Per the District Court
j udgment, vyes.
HEARI NG OFFI CER CHAKALI AN: Okay. So

before guy to M. Samani ego - -

MR. FELDEWERT: | do have a secondary.

HEARI NG OFFI CER CHAKALI AN: | don't know

that | need a secondary at this point.

Now that this is on appeal and
M. Samani ego provi ded a docketing statenment show ng

that this is on appeal does, that automatically stay

the District Court's decision?

VR. FELDEWERT: No, it does not, nunber

one. Number two it doesn't change the District

Court decision. Nunber three, the only thing that

the Division can go on is the status of the real
estate of records now just |ike every other person
in this room

And the fact that sonmeone is appealing it
be able to overturn it

and suggesting that it m ght

does not change the status of the record.
HEARI NG OFFI CER CHAKALI AN:  Now t he

attorney, M. Samaniego's attorney could file
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sonmething in the Court of Appeals asking it to stay
in District Court, couldn't it?

MR. FELDEWERT: Well, | don't know if he
could ask the District Court to stay its decision
because there is no action being taken. There is
nothing to stay.

HEARI NG OFFI CER CHAKALI AN: | thought that
the District Court was instructing the County Clerk
to renove anything fromthe records. Didn't you
just state that?

MR. FELDEWERT: It said shall be stricken.
It is stricken, period. | don't know if that means
the Clerk has to do did that or not. That is beyond
my | evel of expertise, but they have not done
anyt hi ng other than the appeal.

HEARI NG OFFI CER CHAKALI AN: M . Samani ego,
I's your m crophone on?

MR. SAMANI EGO:  Yes, sir.

HEARI NG OFFI CER CHAKALI AN: M. Sanmani ego,
so you have heard the argunment to support the notion
to strike your entry of appearance and your
objection. And, basically, it is based on the
District Court's order, as M. Feldewert just
reviewed with you just now, and also in writing,

earlier. | know that you're appealing the Judge's
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order, but at this point the Judge's order is in
ef fect.

What do you have to say about that?

MR. SAMANIEGO. | am going to say that
M. Feldewert, his review was very brief, so I am
going to say he didn't get the full understandi ng of
the matter. But | am going to nove forward and say
t hat he the Judge's ruling and order and if any
ruling for the order violates State law, it is nul
and voi d.

And because the Judge's order was in
violation of State |aw, one, the violation of due
process, which is the unconstitutional by federal
| aw, regardl ess of what New Mexi co thinks.

Second, the plaintiff awarded the property
Is an unaffiliated party of the matter.

M. Sinpson, | don't know where he get involved in
this matter, why he was awarded the property
unaffiliatedly, or why he felt he needed to be

awar ded these properties when he was an unaffili ated
party.

There is many, many viol ations of State
and federal law that occurred in this matter in
District Court, and because of the fact that has

been brought forth, the District order is null and
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void and the appeal stands along with M. Samani ego
and Anerican's interest in the matters.

HEARI NG OFFI CER CHAKALI AN: M. Sanmani ego,
| don't have anything in front of me, any authority
in front of nme to disregard the District Court's
order, | know that you have an issue with your due
process rights in front of the District Court. |
realize that that is one of the bases of your appeal
to the Court of Appeals, you felt as though the
District Court did not handle the matter fairly
t owards you. But | have nothing, | have no
authority that says | can just ignore a District
Court's order.

Do you understand that?

MR. SAMANI EGO:  The plaintiff in the
District Court order, it was granted to WIlIliam
Scott Sinpson, who is a dead guy. He is deceased.
VWhy was this property awarded to an unaffiliated
party who is deceased?

HEARI NG OFFI CER CHAKALI AN:  The part of
the District Court order that | am focused on is the
part where the Court adjudicates this matter to the
plaintiff and finds that you don't have an interest
in this acreage.

MR. SAMANI EGO: Under State law i f the
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order violates State |aw and Federal law, it is nul
and void. There were many, many nunmerous vi ol ati ons
on that order. | really don't want to say certain
criteria of what happened here, but it was
negligence. | nean, there was a |l ot of gross
negl i gence that occurred.

That Judge's order is null and void. It
I's not able to be upheld. That is a violation of
State law. An order like that is a violation of
State law to assist in a gross negligence matter
that grossly affects an interest owner.

HEARI NG OFFI CER CHAKALI AN:  Okay. Al
right. | notice that M. Candelaria is not here
representing you today.

MR. SAMANIEGO. | am aware of that. He
told me to handle it today and that he is going to
see how this matter is handled and then we w |
proceed.

HEARI NG OFFI CER CHAKALI AN: Okay. So
based on the Court order, ny hands are tied,

M. Samani ego. | cannot disregard an order even if
you feel that it is void under Federal |aw or sone
ot her type of law, | can't ignore a court order.

MR. SAMANI EGO:  You are not --

HEARI NG OFFI CER CHAKALI AN:  Sir, so | am
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going to grant, MRC s notion to strike. And if you
find that that -- that you don't agree with that,
when the order is issued in this case by the

Di vi sion, you have a de novo appeal to the

Comm ssion but you have for wait until the

adm ni strative process plays itself out and a final
order is issued either awarding MRC its conpul sory
pooling or awarding it to Mewbourne or sonme other
applicant. But that is my decision at this point,
So we're done this in notion.

So, M. Feldewert, would you pl ease draft
t he order.

MR. SAMANI EGO. Hold on. | would like to
request an oral notion for stay on the matter until
the District Court and the Appeal has been resol ved
to protect correlative rights that can be grossly
af fect ed.

HEARI NG OFFI CER CHAKALI AN: M. Sanmani ego,
first of all you are not being forced pooled in this
matter at all.

Did you know t hat?

MR. SAMANI EGO. MRC s | ease has been
term nated under the own ternms of the agreenent.

HEARI NG OFFI CER CHAKALI AN:  Okay.

M . Samani ego, you are not being forced pool ed here.
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So your correlative rights aren't being inpacted by
t he eventual order of the Division.

MR. SAMANI EGO. Anerican is being pool ed.
They are drilling right through the land. To say
that they are not pooling the interest is just
trickery and slight of words.

HEARI NG OFFI CER CHAKALI AN:  Wel |, thank
you, M. Samani ego. | appreciate your participation
t oday.

M. Fel dewert, please draft a proposed
order and send it for ne.

MR. SAMANI EGO.  How much tinme do we have
for the appeal -- for the appeal to be filed?

HEARI NG OFFI CER CHAKALI AN: M . Samani ego,
you should speak to your attorney. | cannot give
you advi se on what to do.

MR. SAMANI EGO.  You have been hel ping
everybody else with advice.

HEARI NG OFFI CER CHAKALI AN:  Thank you,

M . Samani ego.

Freya, would you please mute the
m crophone now.

MS. TSCHANTZ: (Conplies.)

HEARI NG OFFI CER CHAKALI AN: Okay. The

motion is finished. We have dealt with it.
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s there anything el se?

MR. FELDEWERT: | will send a draft order.

HEARI NG OFFI CER CHAKALI AN:  Okay. Of
course, please circulate it to M. Samani ego and
ot her counsel for their positions. But is there
anything else in these cases today?

MR. SAMANI EGO: Yes. M. Exam ner, |
filed a second notion to strike for MRC s being in
violation of State law with their numerous well
violations and to allow MRC to proceed would be a
violation of State law itself under 19.15.58 where
the Division is charged with a duty to protect
public health and the environment.

And to allow MRC to proceed with this
pooling hearing and to drill nore wells when they
currently got nore wells and violations than they
can handle would definitely fall under the |ines of
gross negligence under public health and
envi ronment, not protecting either one.

HEARI NG OFFI CER CHAKALI AN:  Thank you,

M. Samani ego. As | advised you at the last notion
heari ng we had, you don't have standing to enforce
State rules and State statutes.

|s there any need for any of these cases?

MR. FELDEWERT: No.
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MR. SAVAGE: No. Thank you.
MR. BRUCE: No, sir.
HEARI NG OFFI CER CHAKALI AN: M. Bruce, you

are filing a notion today based on the tine frane
t hat we have discussed. You're filing your
conpeting applications tomorrow. They will be
listed -- they will be noticed on the 24th of July

docket for a status conference only and then you
will nove themto the July 29 for a hearing.

MR. BRUCE: That's correct.

HEARI NG OFFI CER CHAKALI AN:  We are off the
record in those cases.

MR. SAMANI EGO: Hold on, M. Exam ner.
You didn't let me finish. | would like it to be on
the record that, M. Examner, are you willfully
violating 19.15.59, the enforcenment of the statute
where the division is charged.

HEARI NG OFFI CER CHAKALI AN:  Freya, would
you please nute the m crophone of M. Sanmani ego.

Thank you.

MS. TSCHANTZ: (Complies.)

HEARI NG OFFI CER CHAKALI AN: Okay. We are
now noving on to the next set of cases we have.

This is Nunmber 11 on our docket. This is

WPX Ener gy Perm an conpul sory pooling, Case 235204.
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Let me see if this is joined with other cases, |
believe, it is. | think these are four cases 25123,
25124, and 25205.

Entries of appearance, please.

MR. SAVAGE: Good norning, M. Hearing
Exam ner, Darin Savage with Abadie & Schill on
behal f of WPX Energy Perm an, LLC,

HEARI NG OFFI CER CHAKALI AN:  Thank you.

MR. SUAZO: Good norning, M. Exam ner,
M guel Suazo with Beatty & Wozni ak appearing on
behal f of 3R Operating.

HEARI NG OFFI CER CHAKALI AN:  Thank you.

MS. HATLEY: Good norning, M. Exam ner,
Keri Hatl ey on behalf of Marathon O Perm an, and
we are nonitoring only.

HEARI NG OFFI CER CHAKALI AN:  We had this
heari ng, we had a two-day hearing at the end of
April. This is basically a hearing to nmake a
deci sion on WPX's notion to reopen the record and

admt two docunments, basically.

So, M. Savage, | have a question -- first
|l et me get your nmotion in front of me, | don't have
It here.

M. Savage, | believe you filed -- this is
alittle confusing for nme because the way the filing
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I's working in these conbi ned cases when you file
your notion, it is only in your case or is it going
in all the cases?

MR. SAVAGE: It pertains to all, because
3Rs did a response and so we filed it on behalf of
al I,

HEARI NG OFFI CER CHAKALI AN: Okay. | am
not sure, did 3R do a response?

MR. SAVAGE: Well, they did but they took
no position, so that was their official response.

HEARI NG OFFI CER CHAKALI AN: Ckay. And
give me a nonent here. Let nme pull this up. W
have a couple of questions for you and M. Suazo.

Ckay. | amin 25204, just for everyone's
know edge. The | ast docunment | have in 25204 is the
motion. | don't have M. Suazo's response which
di d see yesterday.

And, M. Suazo, ny understanding is you
take no position to expedite the decision in these
cases; is that right?

MR. SUAZO: That's correct, M. Exam ner.

HEARI NG OFFI CER CHAKALI AN: Is there
anything else you want to add to that?

MR. SUAZO:. Well, yeah. | nmean, | think

we tal ked it over and, you know, our sense is that
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this notion to reopen, essentially belies, you know,
relies the weakness of WPX's case. We have been
prepared and are prepared to drill these wells as
soon as an order is issued and if we are awarded.

So, you know, the question is, you know,

I f you decide to open up the case | think that 3R
woul d |Ii ke for the grounds for opening to be as
narrow as possi ble, you know, what that would | ook

| i ke we can di scuss but, you know, | think whatever
the basis for letting in these docunents woul d be,
if the case is reopened, they should not be used for
anyt hi ng beyond, you know, what they state.

MR. SAVAGE: | will object to those
comments. |t sounds to ne like 3R is taking a
position on the matter.

HEARI NG OFFI CER CHAKALI AN:  Well, that is
3R s position.

MR. SAVAGE: In his response he was sayi ng
he states no position and now he is arguing over
parameters and qualifications and to ne that sounds
| i ke a position.

HEARI NG OFFI CER CHAKALI AN:  Ckay. All

right. M. Savage, this is not evidence, first of
all. This is just argunment, number one.
Number two, | do want to hear from
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M. Suazo, so | overrule your objection. Thank you
for speaking up tinely.

M. Suazo, | did see, | reviewed your
revi sed exhibit packet that you filed, | believe it
was May 21 or sonewhere in that neighborhood. In
t hat revised exhibit packet | did see several
I nstances where you, in red letters, notified the
Division that this oil and gas -- this federal oil
and gas | ease NVMNM 134858 was set to expire on
Oct ober 1, 2025.

Now, | want to hear from you, why were
you -- what was the purpose of giving us that
I nformati on of the expiration?

MR. SUAZO: Well, as we stated in the
hearing, you know, the concern with these
applications were filed and then WPX, you know,
filed their conpeting applications and objections
was that this order would be kicked to a point in
t he year when these | eases would actually expire.

So time was of the essence and as of the
day of the hearing, the | ast day of the hearing the
BLM had not taken a position, and we made cl ear at
t he hearing that, you know, an extension of these
| eases was not a foregone conclusion and so time is

of the essence to make sure that an order was
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obt ai ned so that 3R or WPX would be able to be in a
position to actually drill these wells before the
| ease expired.

It 1 ooks |ike, you know, this letter from
the BLM was issued the day, the |ast day of the
heari ng but nevertheless | believe after the hiring
had concl uded and the record had cl osed.

HEARI NG OFFI CER CHAKALI AN: Okay. So I am
still fuzzy on rulings itself, so, let's talk about
the ease. VWho is the lessee in this |ease that |
just listed?

MR. SUAZO. 3R

HEARI NG OFFI CER CHAKALI AN: Ckay. So this
| ease favors you. So you were showi ng, you were
show ng the Division that this | ease, that you are
the | essee, would be expiring October 1st, basically
saying time is of the essence. |If you are going to
award it to 3R, please award it as soon as possible.

MR. SUAZO:. Correct.

HEARI NG OFFI CER CHAKALI AN:  And,

M. Savage, your purpose for entering this letter
fromthe BLMis what?

MR. SAVAGE: Okay. So, that is a |egal
docunent that was at material issue in the case.

They made a significant argunment, |egal argunent
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over that, the urgency of that docunent based on the
| egal terms of that docunent.

The second day of the hearing the BLM made
a |l egal decision. Now, a |legal decision is very
anal ogous to, exanple, for a court decision who
makes | egal decision on a particular matter.

So the BLM nade a | egal decision. What
they did is they reformed the terns of that |ease,
so that | ease no | onger expires. |In fact, the
expiration date was extended so far that it
accommodates the Division's issuance of the order
and the rigs to go on site and to fully develop the
| ands.

HEARI NG OFFI CER CHAKALI AN: M. Savage,

t he question | asked you was what was the purpose of
your advising -- | don't want to know all the | egal
background.

MR. SAVAGE: Well, that is all part of the
foundati on of the purpose. One of the very
| nportant purposes is that when the Hearing Exam ner
provides the record to the director, that it is a
true and conplete record, okay. There is no false
statenments, there is no inaccurate exhibits, and it
reflects the material presentations and argunents

t hat were made at the hearing.
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The second inportant issue is, you know,
M. Suazo said this belies the weakness of argunment,
actually what it exenplifies is the strength.

HEARI NG OFFI CER CHAKALI AN: | read your
notion carefully. You don't have to reiterate what

you said in the notion.

My question to you still has not been
answered. | just want a one sentence answer. \What
was the purpose of your -- besides correcting the
record.

MR. SAVAGE: | don't understand that,

M. Hearing Exam ner.

HEARI NG OFFI CER CHAKALI AN: You don't
under stand what? | have not finished the sentence
yet .

MR. SAVAGE: Okay. Pl ease.

HEARI NG OFFI CER CHAKALI AN: |I'mtrying.
What are you trying to tell the Division by entering
that letter fromthe BLM?

MR. SAVAGE: | amtrying to tell the
Division that currently the record has false
st at ement s.

HEARI NG OFFI CER CHAKALI AN: Why does t hat
matter to the case?

MR. SAVAGE: Under case |aw you have to
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have a fair, accurate and unbiased record. And
under statute, the Division Director has to receive
a true and conplete record.

HEARI NG OFFI CER CHAKALI AN:  Yes, |
understand. How does it benefit you by getting that
|l etter in the record?

MR. SAVAGE: Well, | thought | expl ained
in the motion how it supports all the argunents that
we made during the hearing. |t supports all our
exhibits and it shows clearly that WPX's plan is a
better plan.

HEARI NG OFFI CER CHAKALI AN:  Why does t hat
| etter show that your plan is a better plan?

MR. SAVAGE: Because, it nullifies their
statenment that there nust be sonme kind of urgent
granting of the -- granting of the operatorship and
so it allows the Division to set it aside and | ook
closely at the nerits alone without considering that
as a factor.

HEARI NG OFFI CER CHAKALI AN: Ckay. So in
whi ch of the seven factors is urgency.

MR. SAVAGE: Well, 3R was the one that
brought up the urgency so they made it a sinple
poi nt and thesis of their position.

HEARI NG OFFI CER CHAKALI AN:  Well, you said
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it was a material issue at the hearing. Those are
your words.

MR. SAVAGE: Because they brought it up.

HEARI NG OFFI CER CHAKALI AN: If it is
material, it has for matter. If it mtters, it
needs to be one of the seven factors that the
Comm ssion considers. Which factor includes
urgency?

MR. SAVAGE: M. Exam ner, | would say
t hat those seven factors, they're qualifying that
says the Division may consider in its eval uation of
any provision these seven factors but it does not
limt it to those seven factors.

3R brought this up, this issue up as a
material issue that it basically inplies that they

need to get operatorship because they are the ones

who are ready and willing and able to junp in, as
M . Suazo said, ready, willing and able to jum in
and drill these wells and somehow WPX i s not as
prepared, not as willing to junmp in and drill these

wells. That is the underlying subtext of what
M. Suazo is saying.

So by focusing in on this, this issue of
urgency, they are basically shifting, trying to

shift the favor of the Division towards them and we
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are trying to nove it back to be unbiased and fair
because those are false statenents at this point.

MR. SUAZO. M. Exam ner, can | speak.

HEARI NG OFFI CER CHAKALI AN:  Yes. | am
com ng back to you, of course. | amjust trying to
t hi nk through what M. Savage said before |I cone
back to you.

| mean, M. Savage, that idea that a | ease
I's expiring on October 19 can go both ways, in ny
mnd. | amnot the one -- | amnot the Technica
Exam ner for the team that devel ops the order
ultimately. But froma | egal perspective, fromthe
Hearing Exam ner's perspective that can go both
ways. It can cut both ways in an urgency sense.

So | am not convinced that the fact that
t he BLM has now suspended the | ease allow ng 3R nore
time to develop that I ease or to drill weighs in
either favor. So that is what | amthinking so far.

MR. SAVAGE: May | respond to that?

HEARI NG OFFI CER CHAKALI AN: Not yet, no.
The ot her docunent that you want to be let inis
what ?

MR. SAVAGE: The | egal decision by the
Division itself.

HEARI NG OFFI CER CHAKALI AN:  You don't
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think the Division knows that it granted your Bone
Spring application?

MR. SAVAGE: That is irrelevant. This is
an argument. It is inportant to be part of the
record. If it is off the record then, you know, who
knows what anybody reviewing it would decide. The
| nportant thing legally is to have a legally valid,
true record that does not present false information
or statenments or exhibits.

HEARI NG OFFI CER CHAKALI AN:  But the
hearing record closed at the end of April 30, and
when was the -- when did the Division award WPX its
Bone Spring application?

MR. SAVAGE: May 7.

HEARI NG OFFI CER CHAKALI AN: Okay. All
right. M. Suazo.

MR. SUAZO: You know, | am not sure that
the letter fromthe BLM achi eves as nmuch as
M . Savage has represented. You know, | think that
| etter goes, if anything, to kind of the risk, you
know, the risk that 3R was that their |ease would
expire. But at the end of the day, you know, we are
confident that 3R put the strongest proposal under
the seven factors we stand by that.

So, you know, what | agree that the
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Di vi si on obvi ously knows about its own orders. | am
not sure what the utility of getting those orders on
to the record.

And with respect to the BLM M. Savage
has represented that those are now fal se. Wel |,
they weren't false as of the time that the hearing
closed or as that the record closed. So I think it
I s probably prudent to | eave the record as is and
just let everything be because |I think that the
deci sion of the Division is going to turn on, you
know, these docunments, one way or the other.

HEARI NG OFFI CER CHAKALI AN: M. Suazo,
when did you receive the letter fromthe BLM?

MR. SUAZO. | think it was -- | don't know
t he exact date. | think it was in the lead-up to
the findings of fact and concl usions of |aw that we
noticed that WPX was trying to get theminto the
record, and that is when we made our objection and I
am goi ng through our case outline history.

HEARI NG OFFI CER CHAKALI AN: So you did not
know about it on the two days of the hearing.

MR. SUAZO:. Correct.

HEARI NG OFFI CER CHAKALI AN: So,

M . Savage, why did you not file a notion asking for

t he hearing record to be reopened?
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MR. SAVAGE: Well, first of all, we do not
recall that instruction or option fromthe Division.
But, second, in all our years of -- we relied on our
years of experience in front of the Division. W
foll owed what we assuned was accepted procedure.

In fact, in Case 23448, which we have in
our exhibits, Holland & Hart actually filed a notice
of supplenmental notion for three exhibits that they
canme into the possession of over a nonth after
the -- in the conclusion of the hearing.

HEARI NG OFFI CER CHAKALI AN: So it was a
noti on?

MR. SAVAGE: No. No, it was not. It was
a notice -- it was the sanme procedural instrunent
that we utilized and that was filed. |In fact, we
actually had a legitimate -- under the factors,
under the seven factors, we actually had a
|l egitimate reason to object to it. We did a notion
to stri ke, and that was because one of the factors
Is that the Division would only consider the anmount
of working interest at the time of the hearing.

A nmonth | ater Perm an Resources had
acqui red additional working interest and they
just -- and Holland & Hart counsel had filed those

noti ces of supplemental exhibits, there is three of
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them They are in the nmotion if you want to | ook at
t hem

M . Hearing Exam ner, you were the
presi ding Hearing Exam ner at that time, overseeing
t he managenent of that case. The Division allowed
t hose supplenental exhibits to remain of record and
be considered in the final evaluation.

HEARI NG OFFI CER CHAKALI AN: So you filed
an objection to those, right?

MR. SAVAGE: Based on a valid objection.

HEARI NG OFFI CER CHAKALI AN:  WAs an order
I ssued?

MR. SAVAGE: No, it was disallowed. It
was di sregarded and the notice of supplenental
exhibits were allowed to maintain in the record.

HEARI NG OFFI CER CHAKALI AN: It was
di sregar ded.

MR. SAVAGE: Yes.

HEARI NG OFFI CER CHAKALI AN:  What was the
case number?

MR. SAVAGE: 23448.

HEARI NG OFFI CER CHAKALI AN: 23448.

MR. SAVAGE: The exhibits are actually
attached to the notion. They start on Exhibit 2.

HEARI NG OFFI CER CHAKALI AN: Ckay. You
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said that Holland & Hart filed what, when?

MR. SAVAGE: So on COctober 25, 2023 they
filed a notice of supplenmental Exhibit C-12. That
was about a little over a nonth after --

HEARI NG OFFI CER CHAKALI AN: M. Savage,

t hat wasn't ny case.

MR. SAVAGE: You assuned supervision of

HEARI NG OFFI CER CHAKALI AN: No, sir, |
didn't. W had the sane Hearing Exam ner who
started that case continue that case. So anything
that was filed went to that Hearing Examner. It
was not me who made any rulings. That is why
not hi ng was done with your objections.

MR. SAVAGE: All those status conferences,
all post notions, we had a nunber of notions during
that time while you were presiding over that case.
The original Hearing Exam ner never made any
appearance or made any comment or she was, as far as
| understood, she was excluded at that point when
you cane on board.

HEARI NG OFFI CER CHAKALI AN: No, that is
not correct, M. Savage.

MR. SAVAGE: Well, nonetheless, it is just

an exanple that this is a standard practice.
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HEARI NG OFFI CER CHAKALI AN: It may have
been anot her Hearing Exam ner's practice, but it is
not my practice. There is a difference. | started
here in August of '23. Any case that had been heard
before August of '23, the original Hearing Officer
wor ked with John Garcia on those cases.

So whet her you think | had anything to do
with that case or not, | did not have anything to do
with that case. Maybe there was a status
conference, | don't renmenmber, but | did not make
deci si ons about cases that | did not preside over.
So, let me clear that up for you now.

So, | don't need any nore input from
ei ther counsel at this point. As to the orders that
were issued on May 7, they are not part of the
record. The Division is quite aware of what it does
day-to-day. The group that deals with those orders
and i ssues those orders is the group that is dealing
with your -- is dealing with your contested cases
right now, that is nunber one.

Nunber two, the letter fromthe BLM You,
i n your motion, cited to a rule of ethics of candor
to the tribunal. | don't find that M. Suazo was
not candid with me at all about the status. |

bel i eve that he thought that that | ease would expire
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on Oct ober 1st.

However, in fairness to WPX, | amgoing to
allow that letter to be added to the adm nistrative
record for the sole purpose of correcting the
statenment that the | ease would expire on
Oct ober 1st. So | am going to grant your notion in
part and deny it in part.

So, M. Savage, would you please draft the
order granting in part and denying in part based on
what | just said.

|s there anything el se M. Suazo?

MR. SUAZO. Just confirm ng that the
record would be officially closed after that order
I s signed.

HEARI NG OFFI CER CHAKALI AN: The record has
been cl osed since April 30. | amreopening it for
t hat one docunent, M. Suazo. So, yes, the record
remai ns cl osed.

MR. SUAZO. Ckay. Thank you.

HEARI NG OFFI CER CHAKALI AN: M. Savage,
anyt hing further?

MR. SAVAGE: There are sone inportant

items to address as a result of that deci sion.

First of all, we reported to redact and strike all
references to that decision. | believe that should
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be reversed based on your deci sion.

HEARI NG OFFlI CER CHAKALI AN: M. Suazo,
what is your position on that?

MR. SUAZO: | guess | would need to see
how t hey are planning on using that |anguage in the
redacted portion. | would need, you know, a little
bit of tinme to review that and then come to a
conclusion. | know it is referenced, | think, five
or six tinmes in the record. So | amnot really
sure. | think it depends on the usage.

| think, you know, we need to |limt the
usage of that letter for the sole purpose that you
just explained which is the | ease expiration. |
t hi nk anythi ng beyond that is, you know, beyond the
scope and is not necessary. And, you know, the
record shoul d probably stand for itself on the
bal ance.

HEARI NG OFFI CER CHAKALI AN:  Ckay. All
right. Thank you, M. Suazo.

So, M. Savage, you're proposing that |
all ow you to resubmt a new cl osing argunment and a
new proposed findings and concl usi ons?

MR. SAVAGE: Correct.

HEARI NG OFFI CER CHAKALI AN: |Is there

anyt hing el se that you want?
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MR. SAVAGE: Yes. | would like to |ook
at you -- | think you sanctioned WPX and stated that
WPX di sregarded the fair ruling excluding such
docunents fromthe record.

HEARI NG OFFI CER CHAKALI AN: Uh- huh.

MR. SAVAGE: We would like to clear up any
m sunder st andi ngs, any confusi ons, and, you know,
and request in good faith that the Division address
this because we don't see where we violated a
District Court clear ruling and we are wondering if

t he Heari ng Exam ner woul d reconsider that |anguage.

HEARI NG OFFI CER CHAKALI AN: | will think
about that. |[If you want to file something, | wll
t hink about that. | will think about the idea that

you want to submt a revised closing and a revised
proposed findings of fact and concl usions of | aw.
But at this point the only ruling I am making is
that | will allow that one letter into the record.
So, please provide ne a proposed order and
an exhibit to that order of the letter that you want
admtted and please pass it by M. Suazo for his
posi tion.
MR. SAVAGE: Then if | understand this,
then, we do a notion to request the other itens?

HEARI NG OFFI CER CHAKALI AN:  Uh- huh.
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MR. SAVAGE: Okay.

HEARI NG OFFI CER CHAKALI AN:  Thank you.

M . Suazo, anything further before we are
off the record?

MR. SUAZO: No, M. Exam ner.

HEARI NG OFFI CER CHAKALI AN:  Thank you,
M. Suazo. We are off the record in those cases.

|s there any ot her business before the
Di vision before | get off conpletely? | see sone
hands rai sed.

MS. TSCHANTZ: Those are M. Sanmani ego.

HEARI NG OFFI CER CHAKALI AN:  They are both?

MS. TSCHANTZ: They are --

UNI DENTI FI ED MALE: Actually,

M. Exam ner, there is John, he actually is with ny
client. | didn't see his hand until just now.

HEARI NG OFFI CER CHAKALI AN:  Okay.

UNI DENTI FI ED MALE: |I'm sorry. | just
noticed the hand raised there.

HEARI NG OFFlI CER CHAKALI AN: | am not sure
who that is. |Is there anyone else who wants to
address the Division before we concl ude today's
busi ness?

MR. SAYER: This is Matthias Sayer. | was

hoping to just ask a question of you related to
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consol i dated cases, 25228, 25301 and 25303.

HEARI NG OFFI CER CHAKALI AN: Ckay. Would
you identify yourself first, please.

MR. SAYER: Matthias Sayer with Bradfute
Sayer.

HEARI NG OFFI CER CHAKALI AN:  Yes. This has

to do with the notion regarding the July 1 contested

hearing?

MR. SAYER: Correct.

HEARI NG OFFI CER CHAKALI AN:  Yes.

MR. SAYER: Yes. | appreciate your
response to the notion, however | was hoping that

you m ght be able to provide a little bit of context
as to why the nmotion was denied. [t was an
unopposed joint notion entered in good faith.

HEARI NG OFFI CER CHAKALI AN: M. Sayer, |
| isted the reasons for the denial in the order.

What | stated was that the cases were
filed in February, so, first of all, they are old.
We need to nove them al ong.

Second of all, the witness, we are only
t al ki ng about one | andman wi tness for PBEX. That
| andman can testify from anywhere they are in the
world virtually as long as they have a screen for nme

to see them and swear them i n. And if, for sone
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reason that |andman can just -- cannot testify
virtually, then at the end of the hearing on

July 1st, we can set a new date for that one witness
to testify in the future.

MR. SAYER: Yeah. | appreciate the
expl anation. QOur concern is that it is not just the
inability to be present in Santa Fe, it is -- it is
that this situation requires themto be engaged in
ot her activities |eading up to and on the day of the
heari ng.

And whil e, again, | appreciate the work
flexibility in creating a second wi ndow of time to
conduct a conti nued hearing, nevertheless PBX would
be prejudice by not having their | and expert
avail able during the first portion of the hearing.

And furthernore they would mss the entire
first portion of the hearing and thus would not be
fully aware of issues discussed and presented at the
first portion of the hearing, all which would end up
In a second hearing or a second round of hearing,
| i kely occurring at some point in August anyway,
which is what we had requested initially. So |
appreciate that you are trying to satisfy the
I nterest of the adm nistrative econony, but it

doesn't seem that those interests would be served
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whi | e simultaneously PBX would be prejudiced. And
then also | wanted to know that PBX' s cases were not
filed until the end of March, March 28.

HEARI NG OFFI CER CHAKALI AN: Right. Well,
there are two parties. It seens |like the parties
wer e depending on your late filed notion to be
successful because the parties have not fil ed
evi dence and a prehearing statenent as the rule and
t he prehearing order requires.

| have to say that that tells nme

somet hing. The way that was handled, that tells ne

sonet hi ng about the urgency of the matter. The
witness will have a transcript to review. The
hearing on July 1st will be recorded for the w tness

to review before she testifies. There just are no
nore dates in August to offer you, and | am not
willing to bunp this down into Septenber.

MR. SAYER: | appreciate that, M. Hearing
Examiner. | will say what it should also tell you
t hat those weren't filed is that there was sone
presunption based on precedent history that when a
j oi nt unopposed nmotion is filed on grounds such as
these, that a tribunal or Adm nistrative Judge or
someone in your position typically responds a

different way to that type of notion, so that is
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al so a bit surprising.

HEARI NG OFFI CER CHAKALI AN:  Ckay. [|I'm
sorry you feel that way, M. Sayer.

| s there anything further?

MR. SAYER: No. We will be filing a
notion for reconsideration.

HEARI NG OFFI CER CHAKALI AN:  So you are not
filing any evidence, you are just continuing down
this road?

MR. SAYER. We are filing a notion for
reconsi deration.

HEARI NG OFFI CER CHAKALI AN:  Thank you,

M. Sayer.

We are off the record. That concludes our

busi ness today. Thank you.

(Proceedi ngs concluded at 10:40 a.m)
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