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STATE OF NEW MEXI CO
ENERGY, M NERALS, AND NATURAL RESOURCES DEPARTMENT
O L CONSERVATI ON DI VI SI ON

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

APPLI CATI ON OF NOVO O L & GAS NORTHERN
DELAWARE, LLC FOR COVPULSORY POOLI NG,
EDDY COUNTY, NEW MEXI CO.

CASE NO. 22957

REPORTER' S TRANSCRI PT OF VI RTUAL PROCEEDI NGS
EXAM NER HEARI NG
AUGUST 4, 2022
SANTA FE, NEW MEXI CO

This matter came on for virtual hearing before
the New Mexico O | Conservation Division, HEARI NG OFFI CER
W LLI AM BRANCARD and TECHNI CAL EXAM NER JOHN GARCI A on
Thur sday, August 4, 2022, through the Webex Platform

Reported by: PAUL BACA PROFESSI ONAL COURT REPORTERS
500 Fourth Street, NW Suite 105
Al buquerque, NM 87102
505- 843-9241
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APPEARANCES
For the Applicant:
ADAM RANKI N
HOLLAND & HART
110 North Guadal upe, Suite 1
Santa Fe, NM 87501
505-954- 7286
Il NDEX
SUMVARY OF CASE AND EXHI BI TS 04
TAKEN UNDER ADVI SEMENT 14
REPORTER CERTI FI CATE 15
EXHI BI T I NDEX
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HEARI NG EXAM NER BRANCARD: It is 11:10 a.m W
are back on the record, New Mexico G| Conservation Division
heari ngs on August 4, 2022. Ckay. Were we |left off was
| tem Nunmber 48, case 22957, Novo Ol & Gas.

MR. RANKIN: M. Exam ner, Adam Rankin with the
Santa Fe office of Holland & Hart appearing on behalf of the
applicant in this case, and we intend to proceed by
presentation.

HEARI NG EXAM NER BRANCARD: Thank you. Any ot her
persons here -- I'msorry --

(Audi o interference.)

HEARI NG EXAM NER BRANCARD: |'m sorry, go ahead.
Hell 0? Do we have an entry of appearance?

MR. SAMANI EGO.  Yes, M. Brancard

HEARI NG EXAM NER BRANCARD: M. Sanmani ego? Okay.
| s there anyone else there? If you could nmute yourself and
let --

UNI DENTI FI ED:  Audi o connection (inaudible) and
it says (inaudible).

HEARI NG EXAM NER BRANCARD: Hell o, soneone is
speaki ng on the record here.

(Audio interference.)

MR. RANKIN: There is actually an entry of
appearance, and if so, who is making it?

HEARI NG EXAM NER BRANCARD: M. Samani ego
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appeared, but I can't tell who else --

MR. RANKIN: | didn't hear a name. | heard
sonet hing, but | couldn't tell if it was M. Samani ego.

HEARI NG EXAM NER BRANCARD: All right. |
recogni zed the voice, i asked himif that's who it was and
he agreed, so | will take that as a yes from M. Samani ego
who is a pooled party in this case. Okay.

So with that, M. Rankin, you may proceed.

MR. RANKIN: Thank you, M. Examner. |In this
case Novo is seeking to pool all the uncomm tted interest
owners in the Wil fcanp formati on underlying a standard
318.34 acre nore or |less standard horizontal spacing unit
that's conprised of the S/2 of Section 7 in Township 23
Sout h, Range 28 East in Eddy County.

Novo is seeking to dedicate the proposed spacing
unit to the Turks Fee 7-211H well. M. Exam ner, due to
| ease expiration deadlines that were in July, the well was
drilled, but had not yet been conpleted. Tuesday we filed
an exhi bit packet containing exhibits and testinony in this
case, exhibits A through F.

Exhibit Ais a copy of conpul sory pooling
checklist that identifies the elenents of the acreage, of
the wells and spacing unit and formation that's part of the
pool i ng.

Exhibit Bis the application that was filed in
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case.

Exhibit Cis a self-affirned statenent of the
| andman, M. Brandon Patrick, who has previously testified
before. He reviews the outline of the spacing unit, the
formati on and the proposed well, actually the well that has
been drilled and proposed to be dedicated to the spacing
unit. He identifies the APl nunber for the well and reviews
t he necessity for Novo to proceed to drill including the
fact they recently acquired | ease interest with primary
terms many which were expiring in July of this year.

Exhibit C-1 is a copy of the form C-102 that was
filed for the well reflecting it is dedicated to Wl fcanp
Pur pl e Sage Pool, Pool Code 98220. The well conplies with
t he speci al setback requirements for the Wl fcanp Purple
Sage Pool. There are no depth severances here.

Exhibit C-2 is a | ocator map showi ng the genera
| ocation of the spacing unit.

C-3is amp that reflects the different tracts
that conprise the spacing unit, as well the interests that
are owned within each of those tracts and the recapitulation
of the ownership on a spacing unit basis.

On that exhibit as well, Novo indicates the
parties that are uncommitted that they are seeking to pool,
conprising nostly unl eased m neral interest owners with the

exception of one well working interest owner, Marathon.
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Novo, since acquiring its interest in April of
this year has successfully negotiated 40 | eases within the
acreage, so now fewer than eight percent of the ownership
interest remai ns uncommtted, five percent of which is
Mar at hon.

So Novo is continuing to work to reach agreenent
with the remai nder interest owners and has just this week
sign off with other interest owers. | will say that the
exhibits that were submtted on Tuesday reflect the current
status of the parties that we are seeking to pool.

MR. RANKIN: There is a copy of the well proposa
letter and the AFEs that were sent to each of the owners and
wor ki ng interest owners that they seek to pool. The AFE
costs are reflective of the costs consistent with other
operators that Novo have drilled for simlar wells in the
area. Novo seeks overhead adm nistrative costs of 8,000 per
month while drilling and 800 a nonth whil e producing.

Exhibit C-3 is a chronology of contacts --

i ncludes a chronol ogy of contacts reflecting Novo's efforts
to reach agreenment with each of the parties that renmain
uncomm tt ed.

Exhibit Dis a copy of the self-affirned
st atement of Novo's geol ogist Mchael Hale. M. Hale has
previously testified before the Division and his credentials

have been accepted.
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D-1 is an execution plan of the Turks Fee 7 unit
and the well that was drilled in the acreage.

D-2 is a structure map at the top of the Wl fcanp

B, which is the target interval in this case. It shows that
the formation is suitable for drilling horizontal wells,
there is no inpediments to drilling.

Exhibit D3 is a stratigraphic cross section that
includes the |ine cross section showing the well |ogs used
to instruct it and identify the target interval.

There is no inpedinments to drilling across the
acreage and that the target interval is consistent across
the entire spacing unit. M. Hale confirnms that the acreage
is suitable for horizontal well devel opnent.

Exhibit E is a copy of an affidavit prepared by
me and ny office reflecting that we have provided notice to
the parties that Novo seeks to pool and the addresses they
provided for us along with the -- the postal service
tracking report show ng the status of each of those
certified mailings.

M. Exam ner, there are sone un -- unprobated
estates in this case. M. Patrick has undertaken a good
faith effort to identify each of the heirs of those estates.
| believe he has identified all potential heirs and has
identified their addresses and contact informtion.

Nevert hel ess, because these are unprobated
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estates, we are relying on a notice of -- affidavit of
publication for constructive notice to ensure that al
potential heirs have in fact received notification of this
pooling and the application.

M. Examner, at this time | would nove the
adm ssion of Exhibits A through F into the record and ask
that this case be taken under advisenment and stand for any
questions that | may be able to ask -- rather -- answer,
and | appreciate consideration.

HEARI NG EXAM NER BRANCARD: I will first goto
M. Garcia for questions and then see if M. Samani ego has
any comments. M. Garcia?

TECHNI CAL EXAM NER GARCI A: | have one main
question, M. Rankin. The well is already drilled (unclear
audio) drilled but not conmpleted. So | guess ny first
guestion is, why is there still a risk charge in there
(uncl ear audi 0) 200 percent penalty risk assuned by
applicant for drilling -- while they are already drilling.

MR. RANKIN: M. Exami ner, | think our argunent

is that because the tinme frame was narrow, the operator here

is still seeking the risk charge in light of the fact that
they did undertake that risk and have sought to -- haven't
had it conpleted as well, you are right, it's been drilled

and not conpl et ed.

So I believe it's incunbent on any pool ed parties
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to object to that cost, but that's the status. The well has

been drilled and not conpleted, and they are aski

200 percent risk charge.

TECHNI CAL EXAM NER GARCI A: | believe that's npst
of nmy questions. | may have nore. We'll see, but for now,
M. Brancard, that's all | have.

HEARI NG EXAM NER BRANCARD: Thank you.
M . Samani ego, do you have comments?

MR. SAMANI EGO Yes, M. Brancard. Si

| ast hearing | have hired an attorney and term nated the

| ease, so any |eases or working interests -- not

working interests that were obtained since -- after the

first, the first hearing are invalid. The |ease

term nated, so any working interest fromthen until today

are not valid. They are grabbing papers.

|"mlooking at it. The |ease (unclear audio) the
well ny |awer has term nated that | ease. Novo has no

standing. The fact that they drilled the well before the

heari ng and approval shows injury in fact raised.

Application should be disnm ssed for |ack of standing.

Al so, applicant shouldn't even have been able to

apply for a year since the last hearing was only

over a nonth ago. This is a violation of the GOl

docunment of |aches, also a failure to prepare proper |eases.

ng for the

nce the

| eases, but

has been

alittle

& Gas Act,

No lease is in place, just a manipulation of the systemto
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get what they wanted. This is definitely injury in fact
rai sed and Novo has no standi ng.

HEARI NG EXAM NER BRANCARD: Ckay. M. Samani ego,
you are |isted as an unleased m neral owner here, so it
i ndi cates that your mnerals have not been |eased.

MR. SAMANI EGO. The fact that they are claimng
the S/2 of a past communitization, it affects ne. On the
last time we were in the hearing, there was statenents that
it wasn't going to affect ne, and that's when they tried to
pul | the whole section using that interest, and the fact
that the | ease has now been term nated, there's is no
working interest to be obtained.

HEARI NG EXAM NER BRANCARD: M. Samani ego, they
can pool unleased mneral interest owners, so --

MR. SAMANI EGO. As long as they have, as long as
t hey have ownership to interests. But the interests that
t hey have obtai ned has been term nated fromthe original
communi tization of the S/2. That's gone. M |awer has
already filed that. They received it, along with Oxy USA
Those working interests are no |onger valid.

HEARI NG EXAM NER BRANCARD: M. Samani ego, are
you cl aimng ownership of the entire 320 acres of m neral s?

MR. SAMANI EGO. Are they claimng the whole 320
acres with the working interest that is no |onger valid.

HEARI NG EXAM NER BRANCARD: M. Samani ego, they
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are seeking to pool a unit of 320 acres.

MR. SAMANI EGO. That no longer is valid. And the
fact that they drilled before the hearing showing injury of
fact raised.

HEARI NG EXAM NER BRANCARD: The fact that they
drilled before the hearing is irrelevant to our decision.
That's a risk they take.

MR. SAMANI EGO: The lease is invalid. The
working interests are invalid. They have been term nated.

HEARI NG EXAM NER BRANCARD: Ckay. Thank you.

M. Rankin, did you have a coment ?

MR. RANKIN: M. Examner, | don't have a
comment. As the exhibits reflect there are undivided
interests across this acreage. Novo has obtained the, the
wor ki ng interest through valid | eases for a nunmber of -- 40
di fferent owners across the acreage, so they have a right to
drill across the entire spacing unit. They have exercised
that right and are now seeking to conbine the remining
interest to this pool order. So | believe that the record
in this case should reflect the rights and I ask this case
be taken under advi senent.

MR. SAMANI EGO.  And the 40 individuals that have
wor ki ng interest would be valid if the | ease was not
termnate. |It's been termnated. The working interests are

no | onger valid. This whole (unclear audio) is invalid for
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a termnation of invalid working interests. Invalid.

HEARI NG EXAM NER BRANCARD: M. Samaniego, | wll
| eave the record open. |If there is any docunentation you
woul d like to provide to support your clainms, please do so
or have your |awyer do it, but at this point we don't have
any other docunentation other than what has been submtted
by Novo at this point.

MR. SAMANI EGO: A copy of the term nati on.

That's been submtted to Novo and Oxy USA, and it nekes ne
wonder why their -- why their |awer doesn't have that.
They took the lawer in there to claimthese m nerals under
fal se pretenses.

HEARI NG EXAM NER BRANCARD: Well, we don't have
the docunentation. If you want to submt that, I will |eave
the record open for period of time to allow you to, but at
this point, |I think, M. Garcia, did you have any further
guestions of either party?

TECHNI CAL EXAM NER GARCI A: | do not.

MR. SAMANIEGO: And let nme state for the court,
this is going to set precedence.

HEARI NG EXAM NER BRANCARD: Again, M. Samani ego,
i f have you docunentation, please provide it, otherw se we

have to go with the record as it exists right here. So at

this point I will admt the exhibits that Novo has presented
into the record and this case will be taken under
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advi sement. Thank you.

MR. SAMANIEGO: And | will e-mail it to you,
M. Brancard.

HEARI NG EXAM NER BRANCARD: If you could e-mail
it to Marlene that would be better. Do you have Marl ene
Salvidrez's e-mail address?

MR. SAMANI EGO. Okay. And how about the attorney
of Novo, can | get your nane?

MR. RANKIN: M. Samani ego, ny name is Adam

Rankin. M information is on the record with the case, so

if you --

MR. SAMANI EGO: What firm do you work for?

MR. RANKIN: Holland & Hart.

MR. SAMANI EGO. Holland & Hart. Okay, | wll
just contact the office and I will get the information then.

MR. RANKIN: Ckay.

HEARI NG EXAM NER BRANCARD: Ckay. Thank you.

MR. SAMANI EGO:  Okay. Thank you, gentl enen.

HEARI NG EXAM NER BRANCARD: Thank you,
M. Samani ego. M. Rankin, there wasn't anything else to
submt, was there?

MR. RANKIN: No, M. Exam ner, the record is
conpl ete and we appreciate the case bei ng taken under
advi senent .

HEARI NG EXAM NER BRANCARD: Thank you.
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(Exhibits admitted.)
(Taken under advi sement.)
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STATE OF NEW MEXI CO
COUNTY OF BERNALI LLO

REPORTER' S CERTI FI CATE

| do hereby certify that | reported the

foregoing virtual proceedings in stenographic shorthand and
that the foregoing pages are a true and correct transcri pt
of those proceedings to the best of ny ability.

| FURTHER CERTI FY that | am neither enployed by
nor related to any of the parties or attorneys in this case
and that | have no interest in the final disposition of this
case.

| FURTHER CERTI FY that the Virtual Proceedi ng was
of poor to reasonable quality.

Dated this 4th day of August 2022.

I rene Del ago

Court Reporter

Li cense Expires: 12-31-22
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