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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 SION FOR THE PURPOSE OF
CONSI DERI NG

AMENDED APPLI CATI ON OF MEV\BOURNE
O L COMPANY FOR COWMPULSORY POOLI NG
AND APPROVAL OF AN OVERLAPPI NG
HORI ZONTAL WELL SPACI NG UNI T,

EDDY COUNTY, NEW MEXI CO.

APPL| CATI ON OF ASCENT ENERGY, LLC
FOR A HORI ZONTAL SPACI NG AND
PRORATI ON UNI T AND COMPULSORY
POOLI NG, EDDY COUNTY, NEW MEXI CO.

APPLI CATI ON OF ALPHA ENERGY
PARTNERS, LLC FOR COMPULSORY
POOLI NG, EDDY COUNTY, NEW MEXI CO.

DOCKET NO.
21-22 OCD

CASE NUMBER:
22093

CASE NUMBERS:
22112, 22184

CASE NUMBERS:
22171, 22172
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APPLI CATI ON OF MEWBOURNE O L
COVPANY FOR COVPULSORY POOLI NG,
EDDY COUNTY, NEW MEXI CO.

APPLI CATI ON OF GOODNI GHT M DSTREAM
PERM AN, LLC FOR APPROVAL OF A SALT

WATER DI SPOSAL WELL, LEA COUNTY,
NEW MEXI CO.

APPLI CATI ON OF MEVBOURNE O L
COVPANY FOR COVPULSORY POOLI NG,
LEA COUNTY, NEW MEXI CO.

APPLI CATI ON OF MATADOR PRODUCTI ON
COVPANY TO AMEND ORDER R-21811 TO
ADD ADDI TI ONAL POOLED PARTI ES,
EDDY COUNTY, NEW MEXI CO.

APPLI CATI ON OF COLGATE OPERATI NG,
LLC FOR COMPULSORY POCLI NG,
EDDY COUNTY, NEW MEXI CO.

CASE NUMBER:
22349

CASE NUMBER:
22626

CASE NUMBERS:
22633 - 22636

CASE NUMBERS:
22875, 22876

CASE NUMBERS:
22937 - 22942

APPLI CATI ON OF TEXAS STANDARD CASE NUMBER:
OPERATI NG NM LLC FOR COVPULSORY 23005
POOLI NG, LEA COUNTY, NEW MEXI CO.
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VI DEOCONFERENCE HEARI NG

DATE: Thur sday, September 15, 2022
TI ME: 9:18 a. m
BEFORE: Heari ng Exam ner Bill Brancard
Hearing Exam ner Phillip Goetze
Techni cal Exam ner Leonard Lowe
LOCATI ON: Remot e Proceedi ng
Santa Fe, NM 87501
REPORTED BY: Dana Fulton, Notary Public
JOB NO. : 5425124
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APPEARANCES
ON BEHALF OF ENERGY, M NERALS AND NATURAL RESOURCES
DEPARTMVENT:
MARLENE SALVI DREZ

Energy, Mnerals and Natural Resources Departnment

1220 South Street, Francis Drive
O | Conservation Division

Santa Fe, NM 87505

mar | ene. sal vi drez@t ate. nm us

(505) 469-5527

ALSO PRESENT:
Ernest Padilla, Esquire
M chael Fel dewert, Esquire, Holland & Hart
Darin Savage, Esquire, Abadie & Schil
Dana Hardy, Esquire, Hi nkle Shanor
Jesse Tremni ne, Assistant General Counsel, New
Mexi co EMNRD
Bryce Smth, Esquire, Modrall Sperling
Scott Morgan, Esquire, Cavin & | ngram
James Bruce, Esquire
James Parrot, Esquire, Beatty & Wbzni ak
Joby Rittenhouse, Esquire
Matt hew Beck, Esquire
Earl DeBrine, Esquire
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A PPEARANTCES (Cont'd)
ALSO PRESENT (Cont'd):

Deni se Greer, Esquire

Paul a Vance, Esquire, Holland & Hart

Adam Rankin, Esquire, Holland & Hart
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I NDEX
CASE 22626
PAGE
OPENI NG STATEMENT By M. Rankin 102
OPENI NG STATEMENT By M. Padill a 106
CLOSI NG STATEMENT By M. Padill a 264
CLOSI NG STATEMENT By M. Rankin 268
W TNESSES: DX CX RDX RCX
NATHAN ALLENMAN
By M. Rankin 109 134
By M. Padilla 121
STEVE ALLEN DRAKE
By M. Rankin 138 184
By M. Padilla 162
EUGENE SVEEENEY
By M. Padilla 188 260
By M. Rankin 203
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EXHI BI TS
NO. DESCRI PTI ON | D/ EVD
MewBourne O | Conpany (Cases 22633, 22634, 22635 and
22636) :
Exhibit 1 Unknown 56/ 63
Exhibit 2 Unknown 56/ 63
Exhi bit 3 CGeol ogi st Affidavit of Jordan
Carrell 56/ 63
Exhibit 4 Affidavit of Mailing 56/ 63
Exhi bit 5 Unknown 56/ 63
Exhi bit 6 Pool i ng Checkl i st 56/ 63
Exhi bit 8 Suppl enment al Exhi bit 56/ 63
Exhibit 9 Suppl ement al Exhi bit 56/ 63
(Exhi bits retai ned by counsel.)
NO. DESCRI PTI ON | D/ EVD
Texas Standard Operating (Case 23005):
Exhi bit 1 Unknown 67/ 69
Exhi bit 2 Landman Affidavit of Matt
Rober son 67/ 69
Exhi bit 3 Geol ogi st Affidavit of David
Ensm nger 67/ 69
Exhibit 4 Affidavit of Mailing 67/ 69
Exhibit 5 Pool i ng Checkl i st 67/ 69
(Exhi bits retained by counsel.)
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EXHI BI TS (Cont'd)
NO. DESCRI PTI ON

Col gate Operating (Cases 22937, 22938, 22939, 23940

and 23941):
Exhi bit A Self-Affirmed Statenment of
Landman Travis Macha
Exhibit B Self-Affirnmed Statenment of
CGeol ogi st David DaG an
Exhibit C Notice Affidavit
(Exhi bits retained by counsel.)
NO. DESCRI PTI ON

Mat ador Production Conpany (Cases 22875 and 22876):

| D/ EVD

73/ 79

73/ 79
73/ 79

| D/ EVD

Exhibit A Affidavit of Landman Rob

Hel bi ng 81/
Exhibit B Sel f-Affirmed Statenment of

Notice with Sanple Letters 81/
Exhi bit C Affidavit of Notice of

Publ i cati on 81/

(Exhi bits retained by counsel.)
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EXHI BI TS (Cont'd)
NO. DESCRI PTI ON | D/ EVD
Goodni ght M dstream (Case 22626):
Exhi bit A C108 Application 120/ 121
Exhibit B Self-Affirnmed Statenment of
Nat han Al | eman 120/ 121
Exhi bit Bl Resume of Nat han All eman 120/ 121
Exhi bit B2 Notification of Protest 120/ 121
Exhibit C Sel f-Affirmed Statenment of
St eve Drake 160/
Exhi bit D Sel f-Affirmed Statenment of
Adam Ranki n 186/ 187
(Exhi bits retained by counsel.)
NO. DESCRI PTI ON | D/ EVD
Enpire New Mexico LLC (Case 22626):
Exhi bit N A Unknown 201/ 202
(Exhi bits retained by counsel.)
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PROCEEDI NGS

THE HEARI NG EXAM NER BRANCARD: Good
norni ng, everyone. It is Septenber 15, 2022. These
are the hearings of the New Mexico O Conservation
Division. | amyour hearing exam ner, Bill Brancard.
Wth ne today is our technical exam ner, M. Leonard
Lowe. Good norning, M. Lowe.

THE TECHNI CAL EXAM NER: Good nor ni ng,
M. Brancard.

THE HEARI NG EXAM NER BRANCARD:
Excellent. As always, the worksheet for today's
agenda is posted on our website. | believe there are
34 cases |listed today, so we m ght be able to get
t hrough t hem t oday.

But | have a few announcenents before
we get going. One is you all probably should be
getting an email at sonme point, a blast, but as of
Saturday, all of us here at Energy, Mnerals and
Nat ural Resources Departnment will have a different
emai | address; okay? And it will be the sane address,
the nanme that you've always |ooked for, I|ike
bill.brancard, but now instead of @tate.nmus, it
will be @mrd. nm gov.

But don't freak out because all your

emails that go to the old addresses will get routed to
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us hopefully. And that ending of course also is there

for ocd. hearings, occ.hearings. That wll al

change. So anyway, that's the big excitenment around

here. Supposedly, it's going to nake |ife easier.

Can't i magi ne.
Anot her piece of news, if you

all heard, a bit of sad news that one of our

col | eagues who was part of these hearings for
years, we |earned recently M. David Brooks passed on.
So just a word if -- | don't know if the word has

gotten around to fol ks, but he was apparently |iving

In Mssouri recently. | have not seen a full

on the internet yet.

Anyway, thank you all and so with that,
we will go to our list of cases for today and we wl |,

as usual, start fromthe beginning and with status

conf erences. Sol wll --

MR. PADI LLA: M. Exam ner? M. Ernest

Padil | a.
THE HEARI NG EXAM NER BRANCARD:
Padi |l I a.

MR. PADI LLA: Yes, sSir. | have a
status conference in the District Court or schedul ed

in at 9:45. So I'mon the |ast case, the Goodni ght

case. | don't -- | think if -- we won't get

SO

haven't

many

obi tuary

Er nest

-- start
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that case, but, if necessary, |'d like to depart the
flight pattern about that time. Those things
generally do not last nore than ten n nutes.

THE HEARI NG EXAM NER BRANCARD: Ckay.
Al right. Yes. And | was -- | also forgot to
announce that we will have, for that case, a special
guest hearing exam ner, M. Phil CGoetze. So he wl]l
be arriving later also. So you think you'll be out
from9:45 to about ten; is that what you're thinking,
M. Padilla?

MR. PADI LLA: Yes. At the worst. |
t hi nk nost of those things go real quick.

THE HEARI NG EXAM NER BRANCARD:. And
you're tal king about 22626; correct?

MR. PADI LLA: Right, nunmber 34 on the

docket, on the worksheet.
THE HEARI NG EXAM NER BRANCARD: Ckay.
Thank you. That's very hel pful to know. And | forgot
to ask, M. Lowe, did you have any announcenents
t oday?
THE TECHNI CAL EXAM NER: No, | do not.
THE HEARI NG EXAM NER BRANCARD:. Al |
right. Thank you. Okay. Any other statenents before
we get going here? Hearing none, | will begin with
cases one through seven on our worksheet. These are
Page 12
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case numbers 22093, 22349, 22112, 22184, 22171, 22172.
We begin with appearances for MewBourne G| Conpany.

MR. FELDEVERT: May it please the
exam ner, M chael Feldewert with Santa Fe office of
Hol l and & Hart and appearing on behal f of MewBourne
G | Company.

THE HEARI NG EXAM NER BRANCARD: Al |
right. And then we have Ascent, which | believe is
now Mat ador .

MR. SAVAGE: Good norning, M. Hearing
Exam ner, M. Technical Exam ner. Darin Savage in the
Santa Fe office of Abadie & Schill on behal f of
Mat ador Production Conpany, successor to Ascent
Ener gy.

THE HEARI NG EXAM NER BRANCARD:. And
t hen we have Al pha Energy Partners.

M5. HARDY: Good norning, M. Exam ner.
Dana Hardy with the Santa Fe office of Hi nkle Shanor
on behal f of Al pha Energy Partners.

THE HEARI NG EXAM NER BRANCARD: Al |
right. W have a few other entries of appearance. W

have the O | Conservation Division? Hearing

not hing --
MR. TREMAINE: Yes, M. Hearing
Exam ner. |I'msorry. |'mhaving sone conputer issues
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this nmorning. This is Jesse Tremaine for the Ol
Conservation Division.

THE HEARI NG EXAM NER BRANCARD: Thank
you, M. Tremaine. | see city of Carlsbad.

MR. SM TH: Mor ni ng, M. Examn ner.
Bryce Smth with Modrall Sperling on behalf of city of
Car | sbad.

THE HEARI NG EXAM NER BRANCARD:. Al |
right, M. Smith. | think there is a call-in user who
Is not nmuted and is giving us a little bit of
interference. |If you could nute yourself, that woul d
be hel pful. Thank you. | -- any other entries of
appearances then for cases 22093, 349, 112, 184, 171,
1727

MR. MORGAN:. Good nor ni ng,

M. Exam ner, M. Technical Exam ner. Scott Morgan
with Cavin & I ngram on behal f of Real eza del Spear in
22172.

THE HEARI NG EXAM NER BRANCARD: Okay.
Thank you. Any other entries of appearance? Ckay.
Once again, | think we have a call-in user who is not
mut ed. So pl ease check your options. So with that,
"1l start with M. Feldewert. This -- these cases
have been around. W have, | think, overl apping

spacing units here down there south of Carl sbad.
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MR. FELDEWERT: That is correct,
M. Examiner. | know the parties are in discussion.
| think 1"mgoing to punt to M. Savage because | know
he worked hard to contact everyone and | believe we
all have agreed on an additional status conference in
Novenmber. |Is that right, M. Savage?

MR. SAVAGE: That's correct,
M. Feldewert. |If there's no objections, M. Hearing
Exam ner, we'd |like to propose or I'd |like to propose
Novenmber 17th as a possi ble status conference to
consider. And it's -- and every indication | have,
the parties are in negotiation and we believe progress
I's being made.

THE HEARI NG EXAM NER BRANCARD: Ckay.
Ms. Hardy, any objections?

MS. HARDY: No obj ection, M. Exam ner.

THE HEARI NG EXAM NER BRANCARD: Thank
you. M. Tremai ne?

MR. TREMAI NE: No objections,
M. Hearing Exam ner.

THE HEARI NG EXAM NER BRANCARD: Thank
you. M. Smth?

MR. SM TH. No objection, M. Exam ner.

THE HEARI NG EXAM NER BRANCARD: Al |
right. And M. Morgan?
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MR. MORGAN. No objections,
M . Exam ner.
THE HEARI NG EXAM NER BRANCARD

right. Are there any other persons here for

cases? |I'mtalking cases 22093, 22349, 22112, 22184,
22171, 22172. Hearing none, they will be set for a
status conference on Novenber 17th. Thank you.

UNI DENTI FI ED SPEAKER 1: Thank you.

M5. HARDY: Thank you.

UNI DENTI FI ED SPEAKER 2: Thank you.

THE HEARI NG EXAM NER BRANCARD:

right. We now have itens 8 through 16. Perhaps a
little | ess agreenent here -- 15. Sorry. These are
cases 22427, 22428, 22721, 22722, 22702, 22703, 22704,
22705, and we'll start with MewBourne O | Conpany.

MR. BRUCE: M. Examner, Jim
representi ng MewBour ne.

THE HEARI NG EXAM NER BRANCARD:
you. Col gate Operating?

MR. SM TH: M. Examner, this is Bryce
Smth with Mddrall Sperling on behalf of Col gate, but

| think Earl DeBrine is calling in for this case.

Al

t hese

Al

Bruce

Thank

THE HEARI NG EXAM NER BRANCARD: Al |
right. Well, hopefully he can join us.
MR. SM TH: I f not, |I'm here.
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THE HEARI NG EXAM NER BRANCARD: Then we
have entries from Ci marex Energy.

MR. SAVAGE: Darin Savage on behal f of
Coterra Energy and Ci marex Energy Conpany.

THE HEARI NG EXAM NER BRANCARD: Thank
you. EOG Resources?

MR. PARROT: Morning, M. Exam ner.
This is Janes Parrot with Beatty & Whzni ak for EOG
Resour ces.

THE HEARI NG EXAM NER BRANCARD: Thank
you. MRC Del aware Resources?

MR. FELDEWERT: Good norni ng,
M. Exam ner. M chael Feldewert with Santa Fe office
of Holland & Hart.

THE HEARI NG EXAM NER BRANCARD: Okay.
COG Operating?

MR. RITTENHOUSE: This is Joby
Ri tt enhouse appearing on behal f of COG

THE HEARI NG EXAM NER BRANCARD: Al |
right. And | have Jal apeno Corporation? Peifer
Hanson firnf?

MR. BECK: Good norning, M. Exam ner.
Matt Beck on behal f of Jal apeno.

THE HEARI NG EXAM NER BRANCARD: Thank

you, M. Beck. Any other entries of appearance then
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for 22427, 428, 721, 722, 702, 703, 704, 705? Al
right. W can start going here in the absence of
M. DeBrine. M. Bruce, you objected to this request
for continuance, and you would |ike a hearing soon.
MR. BRUCE: Yeah. Whatever works for
the Division. | know the calendars are getting quite
full, but -- and M. DeBrine and | did speak briefly
about this. You had said maybe October 6th. He
said -- and hopefully he'll get on the line. He said
they could make it. They m ght |ike another date, but
what ever works with the Division. | just don't want

It projected two and a half, three nonths into the

future.

THE HEARI NG EXAM NER BRANCARD: Thank
you. Yes --

MR. DEBRINE: M. Exam ner?

THE HEARI NG EXAM NER BRANCARD:
M. DeBrine.

MR. DEBRINE: | was having technical
difficulties. | don't know what was going on, but |

am here. And M. Bruce and | did confer. The only
concern we had with the October 6th hearing is that
the Mexico Ol & Gas annual neeting is on Monday and
Tuesday of that week. That could present problens.

We can make it work on the 6th, but we would prefer a
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different date if that's acceptable to everybody el se.

THE HEARI NG EXAM NER BRANCARD: Al |
right. Well, we have October 20, Novenber 3, Novenber
17.

MR. BRUCE: | would prefer October 20,
M . Exam ner.

MR. DEBRI NE: October 20th is a problem
for Col gate because our landman is going to be in Peru
on that date, but Novenber 3rd worKks.

THE HEARI NG EXAM NER BRANCARD: Al |
right. Al right. Let's try Novenber 3rd. Are there
any objections fromany of the -- all the
di stingui shed other parties to this matter? Hearing
none, we will set this for a hearing on Novenber 3rd.

MR. BRUCE: Thank you, M. Exam ner.

MR. DEBRI NE: Thank you, M. Exani ner.

UNI DENTI FI ED SPEAKER 3: Thank you.

THE HEARI NG EXAM NER BRANCARD: W th
that, we are all the way down to item 16 on today's
wor ksheet. This is case 22853, Pride Energy Conpany.

MR. BRUCE: M. Exam ner, Jim Bruce for
Pri de Energy Conpany.

THE HEARI NG EXAM NER BRANCARD: Thank
you. And we have Coterra Energy.

MR. SAVAGE: Good nor ni ng,
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M. Examner. Darin Savage on behalf of Coterra
Energy and Ci marex Energy Conpany.

THE HEARI NG EXAM NER BRANCARD:
ConocoPhi |l i ps Conpany.

MR. RITTENHOUSE: This is Joby
Ri tt enhouse appearing on behal f of ConocoPhillips.

THE HEARI NG EXAM NER BRANCARD: And
then | have Marathon G| Perm an.

MR. SM TH: Mor ni ng, M. Exam ner.
Bryce Smth with Modrall Sperling on behal f of
Marat hon O | Perm an LLC.

THE HEARI NG EXAM NER BRANCARD: Are
there any other entries for case 228537 Hearing none,
M. Bruce, your client has drawn a few objections
here, so | guess we need to schedul e a heari ng.

MR. BRUCE: Yeah. M. Exam ner, just

to summarize, this is Pride seeking to force pool a

well unit for a upper Wolfcanmp well. Cimarex, they're
obj ecting because they're still |ooking at issues.
They -- and M. Savage can correct nme, but | believe

that Cinmarex owns a greater interest in the Bone

Spring than in the Wl fcanp and it's |ooking at how an

upper Wolfcanp well may affect the | ower Bone Spring.
As with respect to ConocoPhillips, |

know t hey have been in contact with Pride and they
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continue to talk. | think there's two issues, which
M. Rittenhouse can confirm One is that they have
di scussed a JOA, but al so, ConocoPhillips was possibly
| ooking at filing a counter application.

And then with respect to Marat hon, they
di scovered late -- Ms. Bennett [ph] emailed ne and
said Marathon thinks they own an interest and they're
| ooking into it. So their position at this point is
nebul ous and |'ve asked ny client to | ook at whet her
Mar at hon owns an interest in the well unit also. So
it needs to be set for a hearing regardl ess one way or
t he ot her.

THE HEARI NG EXAM NER BRANCARD: Ckay.
But it |ooks like the parties have sone tal king to do.

MR. BRUCE: Yes, sir.

THE HEARI NG EXAM NER BRANCARD: Al |
right. So let me start with M. Savage. |Is
Coterra/ Cimarex thinking of its own application?

MR. SAVAGE: M. Hearing Exam ner,
Cimarex wants to protect its rights in the Bone
Spring, but it doesn't believe it has enough interest
to launch a conpeting application, but we do object to
t he encroachnent and we're concerned about the

correlative rights. W would do a presentation if we

went to a contested hearing, presentation that either
Page 21
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t he application should be denied or altered. So that
woul d be our position.

THE HEARI NG EXAM NER BRANCARD: Thank
you. M. Rittenhouse, is ConocoPhillips COG thinking
of conpeting applications?

MR. RITTENHOUSE: | think the term
"t hi nking" is probably appropriate. | think we are
awaiting the results of discussions fromsone of the
ot her parties who have far |arger objections at this
point. W are continuing to talk to Pride, but I
think that's where things stand currently wth
ConocoPhi | |i ps.

THE HEARI NG EXAM NER BRANCARD:. Al |
right. And Marathon, M. Smth?

MR SM TH. | thank you, M. Exam ner.
Yeah. My understanding is that Marathon wanted to
preserve its rights in this case and is | ooking at
its -- at the position it will ultimtely take, so ..

THE HEARI NG EXAM NER BRANCARD: Al |
right. So we can set this for Novenmber 17th,

M. Bruce. Do you think that's --
MR. BRUCE: That's fine.
THE HEARI NG EXAM NER BRANCARD: Do you

want it further out or are you okay with that?

MR. BRUCE: |'mokay with that date. |
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mean, if sonething cones up, the parties are still in
di scussi ons and we can nove to continue it, but |
woul d I'ike --

THE HEARI NG EXAM NER BRANCARD: Al |
ri ght -- go ahead.

MR. BRUCE: | would like it set for a
heari ng, not a status conference.

THE HEARI NG EXAM NER BRANCARD: Any
obj ections to setting a hearing on Novenber 17th?
Hearing none, | will issue a pre-hearing order for
case 22953 on a hearing on Novenber 17th. And as
al ways, if you submt conpeting applications, please
try to let us know other than just putting it in the
application, like an email. Thank you.

UNI DENTI FI ED SPEAKER 4: Thank you.

UNI DENTI FI ED SPEAKER 5: Thank you,
M . Exam ner.

UNI DENTI FI ED SPEAKER 6: Thank you.

THE HEARI NG EXAM NER BRANCARD: Al |
right. So a little different status conference here
in item 17, case 22323, though not too different from
the two cases that followit. this is the case of
El i zabet h Kaye Dil | ard.

MR. MORGAN. Yes. (Good norning,

M. Exam ner, M. Technical Exam ner. Scott Morgan
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with Cavin & I ngram on behalf of Elizabeth Kaye
Dillard.

THE HEARI NG EXAM NER BRANCARD: Thank
you. Col gate Operating?

M5. HARDY: Dana Hardy with Hinkle
Shanor on behalf of Col gate Operati ng.

THE HEARI NG EXAM NER BRANCARD: Are
there any other interested persons for case 223237
Hearing none. So we had a hearing in this case about
whet her to reopen a prior case, 21226. W issued an
order saying we were going to reopen case 21226. So
at this point, unless the parties have cone to sone
sort of agreenent, we will have a hearing, a reopening
hearing. As | envision the reopening hearing, it
| argely involves submtting notice to everybody, as
you woul d have in the first case, and then we can.
And I'mwilling to admt the exhibits and all the
evidence fromthe prior case and it could be a very
sinple hearing or it could be a contested hearing. W
will find out after you provide notice.

So that's what ny ideais. Nowlet ne
go around to the parties and find out whether there
have been di scussions, what you all are thinking and

whet her you have objections to, say, having a hearing

I n Novenber on this. | guess I'll start with you,
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M . Morgan.

MR. MORGAN. Thank you, M. Exam ner.
We woul d not have an objection to a hearing in
November. | know that we and our client have reached
out to Colgate to request the opportunity to
participate, kind of to resolve the issues prior to a
heari ng, but we've not yet heard back at this point.
| know Col gate has been quite busy with sone of their
mergers, acquisitions, et cetera. So |'mnot overly
surprised that we've not heard back yet at this point,
but |I'm hopeful that we'll be able to cone to a
resolution without the necessity of another hearing.

THE HEARI NG EXAM NER BRANCARD: Thank
you. M. Hardy, Col gate?

M5. HARDY: M. Examiner, with respect
to the notice issue, it would be ny understanding that
since Ms. Dillard is the party who's reopened on the
basis of notice, that we would not need to give notice
to all the other parties who were properly noticed.
That seens, to ne, beyond the scope of the case.

THE HEARI NG EXAM NER BRANCARD: Wel |,
my feeling is that once we reopen it, it affects
everybody and so therefore, everybody shoul d know
about it. So | would think you would notify everybody

who is entitled to notice in this case because |
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woul dn't want sonebody el se to cone back | ater and
say, "We weren't given notice of the second heari ng.
Gosh darn,"” and we have to go through this all over
again. So when in doubt, give nore notice. There's a
| esson here.

MS5. HARDY: Okay. | think with respect
to a hearing date, we would propose Decenber 15th
because there are conflicts with our landman in
Novenmber and | also have a conflict in Novenmber. And
| know -- | understand that Ms. Dillard has reached
out to Colgate and I haven't heard either on
the -- from Colgate on the outcome. So it's possible
this matter could get resolved before the hearing, but
at this point, | think we would request a Decenber

15t h hearing date.

THE HEARI NG EXAM NER BRANCARD: Al |
right. Thank you. M. Mbrgan?

MR. MORGAN: | think Decenber 15th
should work out just fine. |In the event that
sonet hi ng should pop up, we'll correspond wth
Ms. Hardy and see if there's a change that needs to be
made, but | think that should be just fine.

THE HEARI NG EXAM NER BRANCARD: Al |
right. | will issue an order and this case wll
be -- unless there are any other objections from any
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ot her parties, which we don't really have here, | wll
set this for a Decenber 15th hearing. Thank you.

MS. HARDY: M. Exani ner?

THE HEARI NG EXAM NER BRANCARD: Yes.

M5. HARDY: One question on the notice.
So typically, when we're providing notice of a
hearing, we're sending out our application. Here,
what would we be sending? | nean, Ms. Dillard is the
party that's set to reopen. Are we providing notice
of our original application? Are we providing notice
of Ms. Dillard' s application? It's not -- or just the
heari ng date?

THE HEARI NG EXAM NER BRANCARD: Thr ow
I n your application just so everybody gets rem nded of
what this case is about. And again, you'd only give
notice to people who are, at this point, unconmm tted.

M5. HARDY: Right.

THE HEARI NG EXAM NER BRANCARD: | f

peopl e have, since that time of the original hearing,

become comm tted, they wouldn't need to receive
noti ce.

MS5. HARDY: And since these -- this
order is quite old -- I mean, it's froma couple years
ago and I think the wells are already producing. |'m
just -- I'mtrying to think through what woul d happen
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I f other parties have already -- they've already been
pooled. So | nean, | guess we can send them notice
and see what they do, but they wouldn't have a basis
to object if they had notice and were already pool ed.

THE HEARI NG EXAM NER BRANCARD: Yeabh,
but they could show up and watch the show.

MS. HARDY: Okay. We'll find out if
t hey do that.

THE HEARI NG EXAM NER BRANCARD: Yeah.

MS. HARDY: Thank you. Ckay.

THE HEARI NG EXAM NER BRANCARD: Thank
you. All right. And with that, we'll call perhaps an
even nore confusing reopening case, itens 18 and 109.
These -- this is cases 22539, 22540, Rockwood
Resour ces.

MR. SAVAGE: Good norning, M. Hearing
Exam ner. Darin Savage in the Santa Fe office of
Abadi e & Schill on behalf of the Rockwood G oup, which
consi sts of Rockwood Resources LLC, Christina Brock
and Rebecca Babbitt.

THE HEARI NG EXAM NER BRANCARD: And
then we have MewBourne GO | Conpany.

MS. HARDY: Dana Hardy with Hi nkle
Shanor on behal f of MewBour ne.

THE HEARI NG EXAM NER BRANCARD: Thank
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you. Are there any other persons here for cases
22539, 22540? And, M. Savage, you're representing a
group of people; right? |Is that correct?

MR. SAVAGE: Rockwood Resources owns
all the interest in this matter, but Ms. Brock and
Ms. Babbitt have assigned any rights to represent
t hose interests to Rockwood.

THE HEARI NG EXAM NER BRANCARD:. Al |
right. So we have an order in this case which is
based on a attenpt to dism ss an application to reopen
the case. We have denied the notion to dism ss the
application to reopen. So the question of reopening
the case is still alive and it is still basically |left
with an evidentiary hearing about whether MewBourne

provi ded adequate notice in the first hearing.

So we can have a hearing to decide
whet her MewBour ne provi ded adequate notice in the
first hearing or -- and |I'll leave this open to
MewBour ne -- we could just sinply have a new hearing
on the case and kind of cut to the chase here. And |
don't know if the parties have been in discussions.
Once again, this is simlar to the prior case.
Sonmebody want ed another bite at the apple. Seens |ike
sonet hing that could be worked out.

MS. HARDY: M. Exam ner, | think
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MewBour ne woul d prefer to set a hearing date on the
notice issue because | think it's our position that we
did what was required by the rules.

THE HEARI NG EXAM NER BRANCARD: Ckay.

M5. HARDY: And it is possible that the
parties -- | know the parties are talking. So it's
possi ble this could get resolved, but I don't know.
So at this point, | think we would |ike a hearing on
noti ce and we woul d propose, again, Decenber 15th for
this one.

THE HEARI NG EXAM NER BRANCARD
M. Savage?

MR. SAVAGE: M. Hearing Exam ner
| ooki ng at the nature of this case and the facts
i nvol ved, it looks like discovery is going to be very
i nmportant in this case to determ ne whet her adequate
noti ce was provided. W are |ooking at discovery
ranging froma requests from Lexi sNexis Accurint, from
MewBour ne and possi bly sonme other finds of detailed
di scovery.

We would |i ke to propose the scope
either in a notion or in subpoena form W were
thinking in terms of a notion to address the scope of

di scovery with submtted exhibits of the proposed

subpoenas for the OCD to consider to ensure that this
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will receive the information that it needs to make an
assessnment in an evidentiary hearing.

We request sonme tinme to do discovery
and we're not sure -- since sonme other parties, third
parties, were involved such as Lexi sNexis, we're not
sure the time frame that would be required. So what
we' ve proposed is that we initiate discovery and then
do anot her status conference to review the progress of
t hat di scovery.

THE HEARI NG EXAM NER BRANCARD: Ckay.

So you're going to want subpoenas for third parties?

MR. SAVAGE: That is correct,
M. Hearing Exam ner. The -- there's discrepancies on
the affidavits of MewBourne versus the evidence that
Rockwood has provi ded regardi ng what's -- what was
available at the tine in the Accurint database. W
have a contact with Accurint that we'd |ike to submt
sone di scovery requests to so that the Division can
review those, that information.

THE HEARI NG EXAM NER BRANCARD: Ckay.
Well, normally, you give us a subpoena, we issue -- we
tell you to issue it and then wait to see if sonebody
files a notion to quash.

MR. SAVAGE: That's true. | was
| ooking at the rules and there's provisions for
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notions, pre-hearing notions, and | know that that's
the standard practice. W assune that MewBourne w |
probably object, but we kind of wanted everything to
be up front to the Division to see what the requests
are.

And | al so understand that it's not
conmmon to have deposition, but under the facts of this
case, that may be appropriate to determ ne what
exactly was conducted for purposes of notice. And so
we would like to informthe Division through a notion
addressing -- requesting certain scopes of discovery
to see what would be appropriate and what woul d not be
appropriate in this case since the case is very
conpl i cat ed.

MS. HARDY: M. Exam ner, can
respond?

THE HEARI NG EXAM NER BRANCARD:

Ms. Hardy, please do.

MS5. HARDY: | don't think this case is
conplicated at all actually. | mean, | think it's
pretty straightforward. What searches were done, what
was done and when and that's it. | disagree that
there are discrepancies in affidavits. | think
affidavits provided additional details. | don't think

they're discrepancies. | think the normal procedure
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for the issuance of subpoenas should apply and if we
have an objection, we'll object.

But | don't think this is sonething
t hat needs to drag out for nonths and nonths. | think
it's pretty straightforward and | think if the case is
set for a hearing on Decenber 15th, that should give
time for Rockwood to request subpoenas that it wants
and then at sone point, if there's a need for
addi tional information, we could tal k about conti nuing
the hearing at that point. But | don't think this is
sonet hing that needs to drag out for nonths and nonths
at all.

THE HEARI NG EXAM NER BRANCARD: Ckay.
Well, there was a conflict in the evidence which was a
significant part of why we were unable to grant a
notion to dism ss because there was a conflict in the
evi dence about what had actually been done. So |
woul d hope that that could be resolved at a hearing.
| don't know whether a |lot of discovery in advance
will help all of that, but that was sort of the point
of the hearing, to deal with this sort of conflict in
t he evidence and what really happened and was it
adequat e.

M5. HARDY: Exactly. Yes.

THE HEARI NG EXAM NER BRANCARD: So |
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wll set a hearing for Decenber 15th. [If additional
time is needed for discovery, we could -- you can

al ways continue the hearing to deal with those issues.
And again, as always, | certainly hope that the
parties chat with each other. Wile it's a

fasci nating i ssue about what proper notice is, and |I'm
sure we will deal with it nore and nore as we go
forward with these cases, what's going on in this case
I's not that conplicated. Thank you.

MS. HARDY: Thank you.

MR. SAVAGE: Thank you, M. Exam ner.

THE HEARI NG EXAM NER BRANCARD: So
anyway, for all of you, these cases we just went
t hrough are sort of | essons about making sure you do
your notice properly the first tinme. O herw se,
sonebody can conme back | ater and chal |l enge you.

And with that, we'll nove on to an
actual hearing. W're on item19. This is case
22973, Catanount Energy Partners.

MR. FELDEWERT: May it please the
exam ner, M chael Feldewert with the Santa Fe office
of Holland & Hart on behalf of the applicant. And |
believe this is nunmber 20 on your docket; right? Yep.

THE HEARI NG EXAM NER BRANCARD: Yes, it

Is. |l'msorry.
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MR. FELDEWVERT: Okay.

THE HEARI NG EXAM NER BRANCARD: Al l
right. W had a nunber of interested persons who have
filed papers with us and have showed up at -- this is
the third hearing on this matter, and I will open it
up. Are there any other interested persons today on
case 22973? This is the application Catanount Energy
Partners, Navajo Lake Well. Thank you. GOkay. So |
think we left off two weeks ago, M. Feldewert, that
you had to conplete sone notice obligations for your
non- st andard spaci ng unit.

MR. FELDEWERT: Yeah. | think,

M. Exam ner, this was heard on August 4th. | think
M. MCure was the exam ner at that tinme, M. Lowe,
just to give you a little background. It was heard
agai n on Septenber 1lst and actually taken under

advi senent at that tinme. Dylan Rose-Coss was the
exam ner and as you recall, M. Hearing Oficer, the
only issue was that the notice affidavit didn't have
the letter under which notice had gone out to the two
parties that had not received notice the first tine
around, one being Morningstar, who actually appeared
at the hearing if you recall, and then Sintoe.

So | have filed a supplenenta

affidavit, which is marked as suppl enental Exhibit C2.
Page 35
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.veritext.com



© 00 N oo o b~ wWw N

O T N R R N T
o A~ W N P O © 00 N O 0o M W N +—, O

It contains the letter that actually acconpani ed the
notice that went out to Morningstar and Sincoe and the
| etter -- the record then fully reflects that both
Mor ni ngstar and Sincoe tinely received notice of the
Sept enber 1st hearing. So with that, | think there's
nothing left to address, M. Exam ner.

THE HEARI NG EXAM NER BRANCARD: Thank
you. And again, the reason this was continued was
because without that letter, we couldn't determ ne
whet her the letters were tinely sent. So --

MR. FELDEWERT: \Whether it was on the
date. Yeah. Totally agree. Yeah.

THE HEARI NG EXAM NER BRANCARD:. Al |
right. So let me turn to M. Lowe. Any further
guestions on this case? You may have heard from sone
of your fellow exam ners about this case.

THE TECHNI CAL EXAM NER: | have a few
guestions. Good norning, M. Fel dewert.

MR. FELDEWERT: Good norni ng.

THE TECHNI CAL EXAM NER: Just to get, |
guess, a par on what's going on with this case. The
current case as -- that's in notion right now, is
it -- it pertains to the -- to Mrningstar Operating
LLC and the Sinctoe LLC | ack of notice; is that

correct?
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MR. FELDEWERT: The -- so if we step
all the way back, the conclusion was that -- to cover
all the bases depending on how you wanted to | ook at
this spacing unit. It was -- the decision was nmade to
provide notice to all of the offsetting affected
parties for this non-standard spacing unit.

Mor ni ngstar and Sincoe were two parties
that offset the spacing unit that did not receive
notice the first time around. They did receive tinely
notice of the Septenber 1st hearing.

THE TECHNI CAL EXAM NER: Okay. And
these two affected parties -- and the notices
pertained to the -- both the conpul sory pooling and
t he non-standard spacing unit or what references are
they affected by?

MR. FELDEWERT: The -- ny understanding
Is that both parties are offsetting owners or working
I nterest owners if -- or operators. So they are only
affected by -- arguably affected by the request for a
non- st andard spaci ng unit.

THE TECHNI CAL EXAM NER: Okay. And
they are | ocated approximately where in reference to
t he spacing unit?

MR. FELDEWERT: | believe that was

covered at the last hearing. | don't have it in front
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of me. That was -- | know that was asked at the |ast
hearing -- transcript from Septenber 1st.

THE TECHNI CAL EXAM NER:  Okay.

MR. FELDEWERT: | see that Ms. G eer
has popped up. She's the | and person who has
testified twce nowin this case and she m ght be able
to answer that question pretty quickly.

THE HEARI NG EXAM NER BRANCARD: Thank
you. So Ms. Greer has been sworn in and -- previously
on this matter.

M5. GREER: Good norni ng.

THE HEARI NG EXAM NER BRANCARD: Just
give us your full nanme and then answer the question if
you can, please.

MS. GREER: Denise Geer wth Catanount
Energy. | have testified before in this hearing.
Morningstar is located to the north -- the operator to
the north and the south offsetting our proposed unit
and Sincoe is the operator to the west of our proposed
unit. Both of them are also participating -- were
given notice and are participating in the -- have
elected to participate in a well we proposed to drill
So they were notified as offset owners, plus notified

as being working interest owners in the unit.

THE TECHNI CAL EXAM NER: Okay. So
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these two parties are participating to the conpul sory
pooling portion and the NSP portion of the case?

MS. GREER: Yes.

THE TECHNI CAL EXAM NER: Okay. And as
far as -- | have to |ook at the exhibits here.
There's several cases that -- when they were presented
on. The way the notices are presented to the OCD are
basically both a -- both subjects together; correct?
There's no distinguishing of the CP and the NSP
portion? O they're -- just basically they refer to
all the -- what is being requested for the case?

MR. FELDEWERT: So let ne -- and,
Ms. Greer, | want to check one thing on the record. |
t hi nk you had testified that both Mrningstar and
Sincoe are participating in the well?

M5. GREER: Yes, they are participating
in the well.

MR. FELDEWERT: Okay. So they would
not be conpul sory pool ed?

M5. GREER: Ckay. That's correct.

MR. FELDEWERT: Okay. So they are
just -- they've been notified now as offsetting
affected parties because they're not parties that need
to be pool ed?

MS. GREER: Correct.
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MR. FELDEWERT: Okay. M. Lowe, if you
| ook at the letter that went out that's marked as,
with ny affidavit, supplenental Exhibit C No. 2,
you'll see it's addressed to interest owners subject
to pooling proceedings and affected by the proposed
non-standard horizontal well spacing unit.

THE TECHNI CAL EXAM NER:  Yes.

MR. FELDEWERT: Okay.

THE TECHNI CAL EXAM NER: Okay. And the
spacing unit for this request is 987.58 acres. And
ideally, this will be great if we could get both
sections; correct? And it's just that those
sout heastern corners are not being | eased by the feds
Is pretty nuch what | took fromthe exhibits; is that
correct?

MR. FELDEWERT: | believe that's -- if
you | ook at the transcript and the hearing, yes, they
are -- it's unleased federal acreage, which is why the
BLM was al so notified of these -- of the hearing.

THE TECHNI CAL EXAM NER: Okay. And
fromwhat | read, 82 percent -- reference to the CP
case of this -- of the CP portion of this case, 82

percent are conmtted and 18 percent are not commtted

and Cat anount owns 56 percent. So | guess |I'mtrying
to figure out -- is it 56 percent of the 82 percent
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commtted?
M5. GREER: It's -- 56 percent
we own out of the 82 percent.

THE TECHNI CAL EXAM NER:  Okay.

MS. GREER: And the difference between

the 56 and the 82 is the other owners such as

Mor ni ngstar, Sincoe, a few others that have elected to

partici pate.

THE TECHNI CAL EXAM NER:  Okay.

And in the previous cases, there was a pre-hearing

statenent from M. Sanchez from-- of Exxon; correct?
MR. FELDEWERT: So M. Sanchez appeared

at the -- | believe it was the first case,

M. Brancard. | don't recall. | think it was in

first case and we addressed his questions, concerns.
THE TECHNI CAL EXAM NER:  And what was

hi s concerns and questions -- or his concern?

MR. FELDEWERT: | think they'r
outlined in his pre-hearing statenment. |

don't -- quite frankly, M. Lowe, | haven't |

it since then, but | believe we satisfied those

concerns at the hearing.
THE TECHNI CAL EXAM NER: Okay.
the other person | saw was a Clara Clark and

spokesperson and according to the transcri pt,

I s what

Ckay.

e

ooked at

Then
she was a

It was

Page 41

Paul Baca Professional Court Reporters
A Veritext Company

505.843.9241
WWWw.veritext.com



© 00 N oo o b~ wWw N

O T N R R N T
o A~ W N P O © 00 N O 0o M W N +—, O

not -- it wasn't clear, | guess, when she spoke about
what -- who she represented. What famly did she
represent? |Is there any clarification to that?

MR. FELDEWERT: She was -- she
represented -- | know -- if you'll recall that since
this is a |lake, there are sonme smaller lots, hone
sites or cabin sites | guess, et cetera. MW
understanding is that she was representing a -- |
would call it a famly group that owns sonme of that
| akesi de property.

MS. GREER: Yeah.

THE TECHNI CAL EXAM NER:  Yeah, that's
what | got fromthe transcript. | just wanted to know
what the -- who the famly group was.

MS. GREER: This is Denise Geer. It
was a property owned by Dick Clark Lake Properties LLC
and they have elected not to participate in the well.

THE TECHNI CAL EXAM NER: Okay. All
right. 1've got a few nore questions. |'mnot too
sure if this pertains to the Cl02 portion of the case.
Can you answer those, Denise, or M. Feldewert?

MR. FELDEWERT: We will do our best.

THE TECHNI CAL EXAM NER: Okay. On the
Cl02s for this -- Cl02 | should say -- for this case,

the three |laterals are 330 feet fromthe eastern
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boundary line for this request and -- which is fine.

The first take point |ocated on the western portion of

the spacing unit are 893 feet fromthe line. | was
just curious to know why they chose to go that far if
they're allotted to go 330 feet on the western |ine.
Is it geology? Is it just -- I'm
asking in reference because | get -- | work a | ot of
t he non-standard | ocation requests.
Peopl e -- everybody aski ng about | eaving resources
behind in references to their requests on that
subject. So | was just curious to know why they're

going so far fromthe western |ine.

MR. FELDEWERT: So I'll junp in here.
It may be -- M. Lowe, I'mtrying to pull these down
now. It may be because of the acreage that is being

excl uded. Which lateral are you |ooking at?
THE HEARI NG EXAM NER BRANCARD
M. Lowe is looking at the -- all the laterals.

MR. FELDEWERT: Onh, okay.

THE HEARI NG EXAM NER BRANCARD: He's
| ooking at the west, the left side.

MR. FELDEWERT: Yes, sir.

THE HEARI NG EXAM NER BRANCARD: The
first take point is 800 sonewhat feet fromthe west
boundary.
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MR. FELDEWERT: Gotcha. Yep.

THE TECHNI CAL EXAM NER:  They're
already at 893 feet fromthe western line and they're
330 feet fromthe eastern line of all three laterals.
Not hing wong with that. | was just curious to know
why they chose to go so far fromthe western |ine when
they can be allotted -- when they're allotted to go
330 feet.

M5. GREER: | believe it's because of
the existing vertical wells that are out there.

THE TECHNI CAL EXAM NER:  And there was
two -- | think | saw a reference to vertical wells in
t he northeastern quarter of Section 11?

MR. GREER: Correct, and one in the
sout heast quarter of Section 11.

THE TECHNI CAL EXAM NER:  And those two
vertical wells, who are the owners of those wells?

M5. GREER: Sintoe is the current

operator of them

THE TECHNI CAL EXAM NER: Okay. Okay.
Okay. That satisfies that question. | don't know
if -- | noticed in your long list of working interests
that were noticed -- | don't recall what page it is
on, but Tract 11, Section 12 it was noted that there
are unknown owners of 2.62 percent. | was just
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curious to know in general, if that situation happens,
what does an operator do to provide extensive notice
to the unknown owners of that acreage or that

| ocati on?

M5. GREER. We have been working to
figure out who the owners are. A lot of the interest
out there was -- nothing's been done since the surface
was taken by the state for the | ake out there, but we
did put notice -- or M. Feldewert did put notice in
the Rio Arriba County paper and in San Juan County.

THE TECHNI CAL EXAM NER: Okay. So

that's basically a newspaper notification.

M5. GREER: Correct.

THE TECHNI CAL EXAM NER: What's the R o
Arriba notification? | guess newspaper. The only
newspaper | know up in the northwest is out of the
Farm ngton, which is the Farm ngton Daily Tinmes and |
saw that in the exhibit. But when you said, "Rio
Arriba," | don't know what's | ocated there for that.

MR. FELDEVWERT: So we have notice by
the Farm ngton Daily Tinmes newspaper and the R o
Grande Sun.

THE TECHNI CAL EXAM NER: The Ri o Grande
Sun? What is that out of?

MR. FELDEWERT: County of Ri o Arriba

Page 45
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.veritext.com



© 00 N oo o b~ wWw N

O T N R R N T
o A~ W N P O © 00 N O 0o M W N +—, O

out of --

THE HEARI NG EXAM NER BRANCARD
beli eve that's Espapol.

MR. FELDEWERT: Thank you,
M. Examner. | was |ooking at -- yeah.

THE TECHNI CAL EXAM NER:  Okay.
Thank you for that. And if -- Ms. Greer, if

hearing order cones to conpletion and is approved, if

you coul d pl ease have the operator -- once the well is

drilled and everything is good to go, please

hearing order and reference to the NSP portion of it

on the Cl102 that is attached with a Cl04 packet,

pl ease, so that all this is noticed, whoever

reviewi ng that packet at the tine for a fina

of the well to produce is noticed. So just streamine

sonewhat the process of review for that, and
for all -- for everybody basically.
MR. FELDEWERT: M. Lowe, you'

tal ki ng about referencing the hearing order?

Okay.
this

note this

S

appr oval

this is

re

THE TECHNI CAL EXAM NER:  Yes, sir.

MR. FELDEWERT: Yeah.

THE TECHNI CAL EXAM NER: | f
there's -- there's a little table -- a little box in
the Cl102, as drilled C102 or it references orders. |If
everybody could place any NSL, NSPs, approval, hearing
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order approvals that indicate pertaining to the
spacing unit or acreages or setbacks that were
approved adm ni stratively or by hearing, to place it

t here because we tend to have a |lot of our tine trying
to figure out what's going on when it should have been
presented there anyway.

M5. GREER. | will definitely make sure
that we do that. | will pass that on to the
appropri ate people.

THE TECHNI CAL EXAM NER: Yeah. And
this is for everybody. Those are ny questions for
now. Thank you very nuch.

THE HEARI NG EXAM NER BRANCARD: Thank
you. So on the third hearing, M. Feldewert, you

finally get our expert on non-standard spacing units

as the examner. So ...

MR. FELDEWERT: Well, we've had three
exam ners. We've had extensive anal ysis.

THE HEARI NG EXAM NER BRANCARD: Yes.
Al right. Thank you. So |I think we've dealt with
t he non-standard spacing unit issues. This was a
little nmore conplicated because it fit both types of
non- st andard spaci ng units.

We'l | take this under advisenment, but |
wll raise with you one question and give you the
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opportunity if you want to supplenent the record on
and that's an issue that didn't get discussed very
much but fromtine to time pops up in discussions wth
folks internally, and that is your request for what
appears to us to be a nmuch | arger than normal nonthly
drilling and operating charge; okay?

| think there was a question asked and
you all responded with, well, that's what normally
goes on around here. |If you have any nore detail
about that to justify that charge, that would be
hel pful because | know that that's sort of a little
naggi ng to our fol ks because we're nuch used to the
seven to eight thousand that we get down in the
sout heastern part of the state. So this -- that
number really caught people's attention, but it hasn't
really gotten nuch discussion in the hearings because

we' ve been focused on the spacing unit issues here.

MR. FELDEWERT: | think we
did -- M. Brancard, as | recall, it was addressed at
the last hearing. | know there was a coupl e of

questions about that that Ms. G eer addressed.
THE HEARI NG EXAM NER BRANCARD: Ri ght,
but | think a lot of it was just, "This is what people

in the area charge." If you have anything to support

that, that would be hel pful.
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M5. GREER: Ot her than peopl e signing
t he operating agreenent, we haven't had any questions
regarding it fromthe people who've been signing the
operating agreenent to participate. The other
operators are charging that on new agreenents that are
bei ng sent out. That northwest portion of the state
Is very tough to get supplies and people in. It's a
renote area of the state and it -- costs have -- down
there have raised quite a lot in the last five years,
SO ...

THE HEARI NG EXAM NER BRANCARD: Ckay.
So if you could just put a few-- alittle bit of that
into an affidavit, M. Feldewert, and if you have an
exanpl e of sonebody el se sending you a JOA with those
numbers, that would be great, too. You can redact
names and whatever, but that would be hel pful.

MR. FELDEWVERT: Okay.

THE HEARI NG EXAM NER BRANCARD:. And
like |I said, we -- maybe we're just not used to having
a | ot of cases involving the northwest, but all our
fol ks are nore used to the nunbers down in the
sout heast.

M5. GREER: We were a little surprised
at howlow it is in the southeast. | haven't seen a

JOAwith that little of overhead on it in 20 years, so
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| was a little surprised about that. So ..

THE HEARI NG EXAM NER BRANCARD: Anyway,
t hank you. So anything else in case 229737

MR. FELDEWERT: No, M. Exam ner, and |
hope the Division nove this forward because | know
Cat anobunt's anxious to get this project noving.

THE HEARI NG EXAM NER BRANCARD: Thank
you. Wth that, case 22973 wll be taken under
advi senment, the record left open for any suppl enent al
i nformation on drilling and operational charges.

Thank you very nuch.

MR. FELDEWERT: Thank you.

M5. GREER: Thank you.

THE HEARI NG EXAM NER BRANCARD:. Al |
right. Let ne check in with our court reporter. How
are we doi ng?

THE REPORTER: Doi ng good. Doing good.

THE HEARI NG EXAM NER BRANCARD: Ckay.
Let's charge forward then. W are now on itens, |
believe, 21 through 24 on our worksheet. These are
cases 22633, 22634, 22635 and 22636, MewBourne O |
Conpany.

MR. BRUCE: M. Exam ner, Jim Bruce
representi ng MewBour ne.

THE HEARI NG EXAM NER BRANCARD: Thank

Page 50

Paul Baca Professional Court Reporters 505.843.9241
A Veritext Company www.veritext.com




© 00 N oo o b~ wWw N

O T N R R N T
o A~ W N P O © 00 N O 0o M W N +—, O

you. And | have an entry of appearance if they are
still really appearing, COG Operating.

MR. FELDEWERT: M. Exam ner, M chael
Fel dewert with the Santa Fe office of Holland & Hart
for COG Operating, but | believe -- M. Bruce, correct
me if I"'mwong -- COGwthdrew its objection to these
cases and in fact may have withdrawn its conpeting
application for the Squints [ph] well. | think that's
right.

MR. BRUCE: | believe that's correct,
M. Feldewert, and | think they've signed a JOA.

MR. FELDEWERT: Okay. That's what |
t hought .

THE HEARI NG EXAM NER BRANCARD: Thank
you. Yes. These cases were conpeting applications,
but now they're not.

MR. FELDEWVERT: Yes.

THE HEARI NG EXAM NER BRANCARD: So with
that, are there any other persons for case 22633, 634,
635, 6367

MR. BRUCE: M. Exam ner, Jim Bruce.
just want to note that | did enter an appearance on
behal f of BTA G| Producers who supported MewBourne in
t hese cases and that will come into play as | go

t hrough nmy exhibits a little bit.
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THE HEARI NG EXAM NER BRANCARD: Ckay.
Well, I'"mglad you're representing sonebody who
supports your application.

MR. FELDEWERT: If I may, M. Exam ner,
| got one -- | guess M. Bruce, you nentioned
sonething. 1|s COG being pooled anynore or did they
sign the JOA?

MR. BRUCE: No, they're not being
pool ed anynore.

MR. FELDEWERT: Okay. That's -- okay.
That's hel pful. Thank you very nuch. Now |l 'mreally
out .

THE HEARI NG EXAM NER BRANCARD: Thank
you. Wth that, M. Bruce, you nmay proceed.

MR. BRUCE: M. Exami ner, in these
cases, there's just a couple of odd points. The
22633, MewBourne is pooling a 1 mle lateral, the one
west hal f/east half of Section 27, and in case nunber

22634, they're force pooling the -- a 320-acre unit,

the east half/east half of Sections 22 and 27 and
these are all in 22 South 34 East.

Only as to the third Bone Spring
formation in those cases because there are existing
1-mle -- well, there are existing second Bone Spring
wells also drilled by MewBourne in those well units.
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So they are only seeking to force pool the third Bone
Spring, which is defined in the applications as well
as in the pre-hearing statenent.

In case 22635, MewBourne is force
pooling another 1-mle lateral in the east hal f/east
hal f of Section 27. And in case 22636, it's force
pooling a 2-mle lateral in the west half/east half of
Sections 22 and 27 and in both of those situations, it
Is force pooling only the second Bone Spring which,
again, is defined in the application.

| won't go through every application in
detail or every exhibit package in detail, but each
package contains the application and proposed noti ce,
the | andman's affidavit, which contains the usual |and
plats, tract plats, shows who owns interests in the
well units and contains the usual proposal letters, et
cetera, et cetera and AFEs.

It al so contains, pursuant to Division
rules, a letter sent to the working interest owners in
t he Bone Spring regarding overlapping spacing units.
That's Attachnment E to the | andman's affidavit.

Geol ogical -- Exhibit 3 is a geologist affidavit by
Jordan Carrell who's previously testified before the
Di vi si on containing the usual. Depending on what zone

I's being pooled, either the second or third Bone
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Spring, contains the structure map, |sopack [ph],
cross-section, contains an extensive table of
of fsetting production in the Bone Spring in the second
and third Bone Spring.

And, M. Feldewert, are you still
t here?

M. Examner, I"'mafraid | m sspoke

because when goi ng through the | andman's information,

In particular Exhibit 2B, COG is being pooled. | know
they are working on an operating agreenent, but | just
noticed this. | thought only MRC Perm an was

bei ng -- or Del aware Resources was bei ng pool ed and |

would like to note that they are being pool ed, but I
will verify that with my client and get back to you on
t hat because these exhibits were prepared in June when
it was still a contested case.

Exhibit 4 is the affidavit of mailing
and that was through the working interest owners. |
subm tted, couple of days ago, a supplenental exhibit
which -- M. Exam ner, if you recall, there were two
parties who were not served, had bad addresses, and
there was an offsetting case which | actually believe
was a COG case where there were updated addresses for
two people, which were El ena Pace and Tara Pace who

were mnor children and apparently it |ooks Iike
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not her Nurai [ph] K Pace did have a valid address.

And so this matter was continued to
shift notice to these people and the suppl ementa
filings | did contains affidavit of the |andman with
t he proposal letter sent to Nurai [ph] Pace and it
al so discusses his attenpt to track her, to call her,
to | ocate a phone nunber, to call her. He has never
heard from her and he's continuing to try to obtain a
| ease from her. There are other nenbers of the Pace
famly that MewBourne has obtained | eases fromand so
he's hopeful that he will get it.

And | also attached ny affidavit of
mai | i ng show ng that Nurai [ph] K. Pace, as the
guardi an of the two mnor children, did receive actual
notice at the address that was used in the offsetting
COG pooling case. There is -- there are publication
affidavits, but they're really not needed in this case
because at this point, everyone has received certified
noti ce.

Pool i ng checklists are attached as
Exhibit 6 and every package is pretty nuch the sane.
The only notice issue | would bring up is that BTA did
receive notice. | amrepresenting them but the

Hinkle law firm which started this proceedi ng never

received a green card back from BTA in both cases,
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22635 and 22636, but | am authorized to waive any
noti ce objection and so everyone has received noti ce.

Agai n, each of the exhibit packages are
pretty much the sane. |If you want ne to go through
them | wll, but other -- with having said that, |
woul d nove the adm ssion of Exhibits 1 through 6 in
each case, plus the supplenental exhibits, which are
mar ked Exhibits 8 and 9, and ask that these matters be
t aken under advi senent.

(MewBourne G| Conpany Exhibit 1

t hrough Exhibit 6 and Exhibit 8 and

Exhi bit 9 were marked for

I dentification.)

THE HEARI NG EXAM NER BRANCARD: Thank
you. |'Il go to M. Lowe. Any questions?

THE TECHNI CAL EXAM NER: Just a few,
M. Bruce. Good norning, sir. How you doing?

MR. BRUCE: Fine. Thank you.

THE TECHNI CAL EXAM NER: | -- just
trying to get a clarification of what's -- in your
exhi bits here. There's four cases here; correct?

MR. BRUCE: Correct.

THE TECHNI CAL EXAM NER: Four cases and
is each case -- is it one well per case?

VR. BRUCE: Yes.
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THE TECHNI CAL EXAM NER: So there are
basically five Perro Loco-ish wells?

MR. BRUCE: Four. Like |I said, there
are existing wells in certain zones, but those are
not -- those pooling orders or those well interests
are not affected by these current applications because
we are limting the zones being pooled to either the
second or the third Bone Spring to avoid any conflict
with the existing wells.

THE TECHNI CAL EXAM NER: Okay. So the
wells -- five wells presented for the pooling
requests -- well, there's four -- well, five | should
say and the sixth one apparently is basically going in
and then there's -- | counted ten checklists with
different -- well, | guess |I'mconfused. Where the
requests of the four cases are for five wells and |
see references to five wells in the exhibits, but then
there are ten checklists.

| didn't distinguish you |l ook at each
one to find out -- because they all have simlar nanes
in a way. |It's going to take nme a while to | ook
at -- distinguish each one of them but |I was just
curious to know -- that's why | asked why
they're -- |I'mconfused about the nunber of wells
bei ng requested and bei ng presented here.
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MR. BRUCE: Well, there are four cases
and four wells. So case 633 is for the Perro Loco 27
B3OB 1H well, which is a third Bone Spring well, 634,
which is in the west half/east half of 27, 634 is a
2-mle lateral in the east hal f/east half of Sections
22 and 27 and that is also a third Bone Spring well
and only the third Bone Spring is sought to be pool ed.
In the other two cases, once again, there's a 1-mle
| ateral in Section 27 and a 2-mle lateral in 22 and
27 and only the second Bone Spring. But |
don't -- I'm |l ooking through the exhibits. | don't
see where there's ten pooling checklists. Exhibit 6
I n each application is the pooling checklist and each

one only lists one well.

THE TECHNI CAL EXAM NER: |' m | ooki ng at
case nunber 22633, but okay. | nmean, | was
just -- I'Il look into it extensively nore so.

MR BRUCE: If -- | will gladly -- 1"l

go through the exhibits again and make sure, but if
you have sonething you need fromne, please email ne
and | will get right back to you.

THE TECHNI CAL EXAM NER: Okay. Ckay.
That's all the questions | have. Thank you.

MR. BRUCE: Thank you.

THE HEARI NG EXAM NER BRANCARD: Thank
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you. So, M. Bruce, two things. One is on who is
bei ng pooled and who is getting notice. So | don't
know i f you have your exhibits in front of you, but I
think it's page 11 of each exhibit --

MR. BRUCE: Certainly -- first of
all --and | guess | should have -- there are
spreadsheets done by Ms. Hardy fromthe original
mai |l i ng which is contained in each exhibit packet.
When | first did a mailing to the suppl enental people
of Larry Long and then the two minor children, | only
got a green card back from M. Long and obvi ously not
the mnor children. So | gave supplenental notice and
they did receive notice.

So the parties being pooled at this
point are -- in each case -- in all cases is M. Long
and the two m nor Pace children and they all received
actual notice. And if you want nme to file a
suppl enment al pl eadi ng summari zing the notice in each
case, | will do so --

THE HEARI NG EXAM NER BRANCARD: Yeah.
l"'m-- M. Bruce, |I'm]looking at page 11 of your
exhibits. You can flip to that.

MR. BRUCE: Onh, yes. Yes. | see what
you're asking. Ckay.

THE HEARI NG EXAM NER BRANCARD: So who
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are all these people?

MR. BRUCE: This just shows all of the
wor ki ng interest owners in each case. So in each
package, there's |land plats and they have listed al
of the interest owners. |If you turn back another two
pages, which would be page 13, you can see in this
case, COG Operating was being pooled at the tinme that
t hese exhibits were prepared, which was a nunber of
nont hs ago, and subsequently, the -- it was determ ned
that Larry Long, Tara Pace and El ena Pace al so owned
an interest and their interests were not conmtted.
So that is why they were subsequently notified of the
pool i ng application.

If you go to 634 and you go to page
probably 13 again, you'll see that --

THE HEARI NG EXAM NER BRANCARD: Okay.
Well, | guess if you could just --

MR. BRUCE: Summarize?

THE HEARI NG EXAM NER BRANCARD
Summari ze or revise these pages, 11, 12, 13, to just
sort of give us a clue as to who is actually being
pool ed.

MR. BRUCE: Ckay. | wll do that. I
will file that.

THE HEARI NG EXAM NER BRANCARD: Ckay.
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MR. BRUCE. | better do it later today
while it's still on nmy -- whatever mnd | have |eft
her e.

THE HEARI NG EXAM NER BRANCARD:

M. Feldewert, did you have a comment ?

MR. FELDEWERT: And, M. Bruce, |
apol ogi ze. | had stepped out earlier. | think I
understand you're going to get back to ne on -- just

so we're on the sane page about where COGis in this

pool i ng?

MR. BRUCE: Yeah, on the
Ssubject -- COG | wll -- as soon as | get out of this
hearing, | will email them and make sure because |'ve

had a few other cases recently with MewBourne where

COG has cone to terns and signed a JOA. | my be
confused, but | will get right back to you.
MR. FELDEWERT: Okay. And I'll check

on ny end, too. Thanks.

MR. BRUCE: And -- but, M. Exam ner,
| -- regardless of COG s status, there are people in
each well unit who need to be pooled and I wll set
that forth for you

THE HEARI NG EXAM NER BRANCARD:

Excell ent. Thank you. So one other thing. Your

checklists. It's just alittle confusing because
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under formation pool where it says, "Pooling this
vertical extent,” -- I'mlooking at the first case,
633. It says, "Entire Bone Spring formation," and
then down in the well section you say, "Only the third
Bone Spring is being pooled.™

MR. BRUCE: | -- once again, the
tribulations of taking an existing pooling checkli st
and updating. | will submt corrected ones. | wll
take care of that. Sorry about that.

THE HEARI NG EXAM NER BRANCARD: Ckay.
And | think it's true of each of the checklists.

MR. BRUCE: Yeah, |I"'msure it is and |
apol ogi ze.

THE HEARI NG EXAM NER BRANCARD: Thank
you. All right. | have no further questions and
t hank you for, at the beginning, clarifying the -- why
there are 1-mle and 2-mle laterals in the different
cases. Wth that, are there any other questions or
concerns for cases 22633, 22634, 22635, 226367
Hearing none, the exhibits, including the suppl enental
exhibits, will be admtted into the record. The case
w ||l be taken under advisenent, the record left open
for revised checklists and |ists of pooled parti es.
/1
/1
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(MewBourne G| Conpany Exhibit 1

t hrough Exhibit 6 and Exhibit 8 and

Exhibit 9 were received into evidence.)

MR. BRUCE: Thank you.

THE HEARI NG EXAM NER BRANCARD: Thank
you. OCkay. Wth that, we are on item 25, case 23005,
Texas Standard Operati ng.

MR. BRUCE: M. Exam ner, Jim Bruce for
Texas St andard.

THE HEARI NG EXAM NER BRANCARD: Thank
you. Are there any other interested persons for case
23005? Hearing none, M. Bruce, you nmay proceed.

MR. BRUCE: M. Examner, in this case,
Texas Standard seeks to pool the Upper Penn Shale in a
proximty tract unit underlying the southwest quarter
of Section 9 and the west half of Sections 16, 17
Sout h, 36 East for purposes of drilling its 9-16 State
el | #1.

The exhi bit package contains the
application, proposed notice, the self-affirnmed
statenent of Matt Roberson, |andman. He has not
previously testified and he does set forth, in
par agraph one of his statenment, his qualifications. |
woul d submit himas an expert if there is no

obj ecti on.
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THE HEARI NG EXAM NER BRANCARD: Heari ng
no objections, so adm tted.

MR. BRUCE: And the affidavit contains
t he usual information, the |and plats, the Cl02, the
parties being pooled. |If you |ook at Attachnment B to
the Exhibit 2, the landman's affidavit, the only party
being pooled is -- it's actually ExxonMobil, but they
are represented by their subsidiary, XTO Hol dings.
They own 100 percent in the southwest quarter of
Section 9. Their interest is being pool ed.

If you go to Attachnment C fromthe
| andman, you can see that there have been extensive
negoti ati ons dating back 11 nonths w th Exxon.
Exxon -- there was a change in the original wel
proposal. It was supposed to cover Sections 9, 16 and
a section to the south of that.

However, if you'll recall, there was
going to be a hearing on that, but this was adjacent

to Manzano's Vi ndi cator Canyon State Unit and they had

obtained an interest in that tract and they objected
so that, as tinme went al ong, Texas Standard said,
okay, we don't need to fight this. Let's just nodify
our proposal just to cover these -- this |land and nove
on down the road, and Manzano was content w th that
and therefore, there is no fight.
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The proposal letters, one sent Novenber
18, 2021, which was in Sections 9, 16 and 21, that
proposal was |ater nodified to cover just the | and
that we are here for today. There is -- as -- Exhibit
3 is a geologist affidavit by David Ensm nger and
again, he has not testified before the Division.

Par agraph one of Exhibit 3 lists his qualifications
and he's alnost as old as ne. So |'m hoping he's
qualified, but he has not testified and if there's no
obj ection, I would nove to have himadmtted as an
expert petrol eum geol ogi st.

THE HEARI NG EXAM NER BRANCARD: Heari ng
no objections, he's so adm tted.

MR. BRUCE: And his exhibits contain a
structure map, cross-section map, drilling plan
showing that the entire well unit should be productive
fromthe Upper Penn. |If you look at his Attachnment b,
which is the structure map, you can see the -- that

there are existing Upper Penn wells in the area, and

again, those are related to Manzano's unit testing the
sanme zone or -- | don't know if they've all been
drilled at this point, but they are -- they have or
wll test the sane zone that is being proposed by
Texas St andard.
Exhibit 4 is nmy affidavit of mailing.
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And | did receive a green card. Oiginally when |
prepared these exhibits, | did not receive -- | had
not received a green card from ExxonMobil Corporation.
So | attached the Postal Service tracking history

whi ch showed they did receive it. Subsequently, in

| ate August/early Septenber, | did receive the green
card back

| would note with interest,

M. Exam ner, that the Postal Service says that August
18th it was in transit to the next facility. The
actual green card shows it was delivered on August
16th. So sonewhere, sonething got nessed up.

And Exhibit 5 is finally the pooling
checklist. One thing I would note in the pooling
checklist is if you |ook at the bottomof the first
page of the pooling checklist giving information on
the well, the total vertical depth and the neasured
depth, the distances or footages vary.

And so | inquired of ny client about
this and there is sonme structural fluctuation in the
well unit and Texas Standard is trying to stay
approxi mately 150 feet above the top of the Strawn
Formati on which varies in depth. And that's why | put
down these different footages |ike this because the

actual final footages won't be known until the well is
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drill ed.

But | think the information in the
exhibits is conplete. | would nove the adm ssion of
Exhibits 1 through 5 and ask that the case be taken
under advi senent.

(Texas Standard Operating Exhibit 1

t hrough Exhibit 5 were marked for

I dentification.)

THE HEARI NG EXAM NER BRANCARD: Thank
you. M. Lowe, any questions?

THE TECHNI CAL EXAM NER:  Yeah, just a
few questions. M. Bruce?

MR. BRUCE: Yes.

THE TECHNI CAL EXAM NER:  This well, is
it an infill well or a defining well?

MR. BRUCE: It is the defining well.

It is -- 1 think 1,310 feet or -- make sure | got the
right distance. |It's a stand-up well.

THE TECHNI CAL EXAM NER:  Okay.

MR. BRUCE: And it is 1,330 feet from
the west |line of the Sections 9 and 16. So it is the
first well.

THE TECHNI CAL EXAM NER: It is the
first well. And then do you anticipate doing other

wells in this sane spacing unit?
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MR. BRUCE.: Yes, they believe that
there is the potential for additional wells in the
unit and that's why they're putting it so close to the
center line of the acreage in the well unit.

THE TECHNI CAL EXAM NER: COkay. And
then Texas Standard is basically the 100 percent
working interest in section -- of the west half of
Section 167

MR. BRUCE: Yes.

THE TECHNI CAL EXAM NER: And then the

party that you're seeking to conpul sory pool is

| ocated in the sout hwest corner of Section 9; correct?

MR. BRUCE: Yes, and they own 100
percent of that. So there's really only two working
i nterest owners and Texas Standard only seeks to force
pool ExxonMobil. And they are in discussions, but
Exxon doesn't nove with lightning rapidity, so ...

THE TECHNI CAL EXAM NER: Okay. So the
entire spacing unit -- hold on really quick. | need
to -- okay. And you -- okay. You already presented
the -- you just infornmed about the footages
and -- will be determ ned upon drilling.

MR. BRUCE: Yeah, the TBD and the M
will -- they're uncertain at this point as they dril
hori zontally how it m ght fluctuate and so that's why
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those varying footages were put in there.

THE TECHNI CAL EXAM NER: Okay. Those
are ny questions. Thank you, M. Bruce.

MR. BRUCE: Thank you.

THE HEARI NG EXAM NER BRANCARD: Thank
you. Just one thing, M. Bruce. |In your checklist,
there is a mstake in the | egal description. You have
your two tracts in different townshi ps probably about
50 mles apart.

MR. BRUCE: You got ne. | wll
resubmt --

THE HEARI NG EXAM NER BRANCARD: Ckay.
Are there any other questions or concerns on
cases -- on case nunber 23005? Hearing none, the
exhibits will be admtted into the record and case
23005 will be taken under advi senent, the record | eft
open for a revised checkli st.

(Texas Standard Operating Exhibit 1

t hrough Exhibit 5 were received into

evi dence.)

MR. BRUCE: Thank you.

THE HEARI NG EXAM NER BRANCARD: Ckay.
And 1'll check in once again with our court reporter.

Are you doi ng okay?

THE REPORTER: Doi ng good.
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THE HEARI NG EXAM NER BRANCARD:. Al |
right. So I think we have five or six cases here.

Let me call cases, on our list, 26 through 31. These
are case nunbers 22937, 22938, 22939, 23940, 23941 and
23942, Col gate Operati ng.

M5. HARDY: M. Exam ner, Dana Hardy
wi th Hi nkl e Shanor on behalf of Col gate Operating.

THE HEARI NG EXAM NER BRANCARD: Thank
you. Are there any other interested persons for case
numbers 22937, 38, 39, 40, 41, 42? Hearing none,

Ms. Hardy, you may proceed.

M5. HARDY: Thank you. |In these cases
coll ectively, Colgate seeks to pool the Bone Spring
and Wbl fcanmp formations in the south half of Section
13, Township 20 South, Range 28 East in Eddy County.

I n case nunber 22937, Colgate seeks to
pool interest in the Wil fcanp formati on underlying a
160- acre standard spacing unit conprised of the south
hal f of the south half of Section 13.

I n case nunber 22938, Col gate seeks to
pool uncommtted interest in the Wl fcanp formation
underlying a 160-acre standard horizontal spacing unit
conprised of the north half of the south half of
Section 13.

And then case nunbers 22939 through
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22942 address the Bone Spring formation and there is a
depth severance at the base of the second Bone Spring
formation. So two of the cases seek to pool a third
Bone Spring and then two seek to pool the first and
second. So case 22939 seeks to pool the third Bone
Spring underlying a 160-acre standard spaci ng unit
conprised of the north half of the south half of
Section 13.

I n case 22940, Col gate seeks to pool
uncomm tted interest also in the Bone Spring -- in the
third Bone Spring underlying a 160-acre standard unit
conprised of the south half of the south half of
Section 13.

I n case 22941, Col gate seeks to pool
interest fromthe top of the Bone Spring to the base
of the second Bone Spring in a 160-acre unit conprised
of the north half of the south half of Section 13.

And finally, in case nunber 22942,

Col gate seeks to pool uncommtted interest also from
the top of the Bone Spring to the base of the second
Bone Spring, underlying a 160-acre standard horizontal
spacing unit conprised of the south half of the south
hal f of Section 13.

Qur exhibits in each case include the

self-affirned statenent of | andman Travis Macha and
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geol ogi st David DaG an. M. Macha's exhibits include
the application and proposed notice of hearing, the
Cl02s, the plat of tracts and ownership interests that
also identifies the pooled parties, and that is

Exhi bit A3 in each case. He provides the well

proposal letter and AFE and his Exhibit A5 in each
case is his chronol ogy of contact with the pool ed
parties.

Exhibit B in each case is the
self-affirmed statenent of geol ogi st David DaG an. He
provides, in his exhibits, a regional |ocator map,
cross-section map, structure map, structural
cross-section, stratigraphic cross-section and a gun
barrel schematic.

Exhibit Cis ny notice affidavit and |
have provided the notice letter that was sent to the
parties as well of a chart that shows the dates on
whi ch notice was sent and received. W' ve provided
copies of the certified mail receipts and we did al so
timely publish.

Al t hough there are no unl ocatabl e
I nterests in these cases, but we did not receive back
a couple of the green cards for reasons that are
uncl ear because if you | ook at M. Macha's exhibits,

he sent well proposals to those parties at the sane
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addresses and they were received. So | don't know if
it's just a glitch with the post office and them
updating their records or what's going on, but all of
the parties were |ocatable and notice was al so
publ i shed tinmely.

So with that, unless there are
guestions, | would ask that the cases be taken under
advi senment and that the exhibits be admtted. Thank
you.

(Col gate Operating Exhibit A, Exhibit

B, and Exhibit C were marked for

I dentification.)

THE HEARI NG EXAM NER BRANCARD: Thank
you. M. Lowe, questions?

THE TECHNI CAL EXAM NER: Good nor ni ng,
Ms. Hardy.

MS5. HARDY: Good norni ng.

THE TECHNI CAL EXAM NER: Just to
reclarify against your presentation here, cases 22937
and 938 are seeking the second Bone Spring?

MS5. HARDY: 22937 and 22938 are
Wl f canp.

THE TECHNI CAL EXAM NER: Wbl f canp.
Okay. And then the remaining, 939, 940, 941, 942, are

all on the Bone Spring; correct?
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MS. HARDY: Correct.

THE TECHNI CAL EXAM NER: The third Bone
Spring?

M5. HARDY: 22939 and 22940 are third
Bone Spring and then 22941 and 22942 are the top of
t he Bone Spring to the base of the second Bone Spring.
And the reason for the depth severance is that there
are different ownership interests in the Bone Spring.

THE TECHNI CAL EXAM NER: Okay. And
these -- you're basically -- for all the cases here
and all the wells are basically in reference to the
south half of Section 13 pretty nmuch?

M5. HARDY: That's right. That's
correct.

THE TECHNI CAL EXAM NER: Okay. And are
they all going to be fromthe sane surface | ocation
approxi mat el y?

M5. HARDY: | would have to | ook at the
Cl02s. | think they're -- I'"mthinking that there are
two different surface |ocations, but | would have to
doubl e check. | believe there are two surface

| ocati ons, one for the north half of the south half

and one for the south half of the south half. | could
be wong on that, though. | need to check.
THE TECHNI CAL EXAM NER: Yeah. | was
Page 74
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.veritext.com



© 00 N oo o b~ wWw N

O T N R R N T
o A~ W N P O © 00 N O 0o M W N +—, O

j ust -

j ust wonderi ng.

right.

are al

you.

severance here. |I'msorry. |t appears that it is

just one operator affected, this SBI West Texas?

only one of the cases. That's right. 1In 22941.

Here's ny concern: |If you |look at page 13 -- and |I'm

on case 939; okay? But it mght be the sane page 13.

This i

Now - -
dept h

Texas

MS. HARDY: Yeah.
THE TECHNI CAL EXAM NER:  No -- | was

M5. HARDY: Yeah, | think that is
That's what |'m seeing on the Cl102s.
THE TECHNI CAL EXAM NER: Okay. Those
| the questions | have. Thank you, Ms. Hardy.
M5. HARDY: Thank you.
THE HEARI NG EXAM NER BRANCARD: Thank
Okay. So |'m confused about this depth

M5. HARDY: They own an interest in

THE HEARI NG EXAM NER BRANCARD: Ckay.

s all your unit -- your interest owners.
MS. HARDY: Yes, | see --
THE HEARI NG EXAM NER BRANCARD:
down there on the bottom it indicates that the
severance is at 7,900 feet; right? So SBI West
owns above 7,900 feet, but not below 7,900 feet.

MS. HARDY: Correct.
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THE HEARI NG EXAM NER BRANCARD: And so
you're saying that your third Bone Spring is the unit
bel ow 7,900 feet and therefore, SBI West Texas owns
nothing in your third Bone Spring units.

M5. HARDY: Right.

THE HEARI NG EXAM NER BRANCARD:. Ckay.
VWhen we go back up to your application here -- or |et
me just look at -- yeah, let's ook at M. Macha's
exhi bit here, page six. He says that the third Bone
Spring runs from7,645 to 8,996. So that woul d
i ndicate that the party who owns to 7,900 is also in
the third Bone Spring.

M5. HARDY: Let -- | can check with M.
Macha to confirm | think there may actually -- it's
possi bl e he needs to correct his Exhibit A3 with
respect to those depths. | think that's likely the
expl anation, but | would need to check with him and
confirmthat. And if that's the case, | would submt
a corrected exhibit.

THE HEARI NG EXAM NER BRANCARD: Wl |
the problemis is that definition of the Bone Spring
I's in your application, too.

M5. HARDY: Well, | think the
application is correct.

THE HEARI NG EXAM NER BRANCARD: No, the
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application said 7,645 just |like M. Mucha --

M5. HARDY: Right. So | -- that's why

| think the application is correct and that i

just be the exhibit that needs to be corrected.

THE HEARI NG EXAM NER BRANCARD: Oh, the
exhi bit on the severance?

MS. HARDY: Yes.

THE HEARI NG EXAM NER BRANCARD: Ckay.
Okay. If that's -- if that works, then that's fine.

M5. HARDY: Okay. | will check on that
and confirm

THE HEARI NG EXAM NER BRANCARD: Because

ot herwi se, you have a real notice problem but | think

just for one case frankly.
MS. HARDY: Right, 22941 --
THE HEARI NG EXAM NER BRANCARD:
just for this 939. WlIl, 939 because --
M5. HARDY: Okay. Yeah. Yes.
THE HEARI NG EXAM NER BRANCARD:

41, you have that party in because it's second Bone

Spring, but 939, you have that party out because it's

third Bone Spring.
M5. HARDY: Right.
THE HEARI NG EXAM NER BRANCARD:

you're claimng they don't own an interest in the

t may be

| think

I think

Whi ch
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third Bone Spring, but the evidence is contradictory
here.

M5. HARDY: Ckay. | wll clarify that
and provide an updated exhibit if that's the case or
ot herw se, we woul d probably need to continue or to
notice them

THE HEARI NG EXAM NER BRANCARD: Yes.

M5. HARDY: Okay.

THE HEARI NG EXAM NER BRANCARD: | don't
think it affects your other cases because it's just
the third Bone Spring and it's just that corner;
right? 1t's just that one quarter quarter.

M5. HARDY: Right. That's right.

Okay.

THE HEARI NG EXAM NER BRANCARD:

Nor t hwest/ sout hwest of Section 13 | think is what

M5. HARDY: | think that's right.
Okay. | will do that.

THE HEARI NG EXAM NER BRANCARD: Okay.
Are there any other persons with comrent or concerns
about cases 22937, 22938, 22939, 22940, 22941, 229427
Hearing none, the exhibits will be admtted into the
record. And for now, we will take cases 22937, 22938,
22940, 22941 and 22942 under advi senent and dependi ng

on the answer to that question | posed, we can either
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t ake 939 under advisenment or continue it to the next
hearing -- well, if you need to do notice, it's
probably anot her nonth.

(Col gate Operating Exhibit A, Exhibit

B, and Exhibit C were received into

evi dence.)

MS. HARDY: Right.

THE HEARI NG EXAM NER BRANCARD: Ckay.
So if you could try to get an answer to that as
qui ckly as possible, M. Hardy.

MS. HARDY: | will do that. | should
be able to get that today.

THE HEARI NG EXAM NER BRANCARD: Ckay.
Thank you.

M5. HARDY: Thank you.

THE HEARI NG EXAM NER BRANCARD: Okay.
Wth that, we are at itens 32 and 33, cases 22875,
22876, WMatador Production Conpany.

M5. VANCE: Good norning, M. Hearing
Exam ner. This is Paula Vance with the Santa Fe
office of Holland & Hart on behalf of the applicant,
Mat ador Producti on Conpany, and good norning,
M. Lowe.

THE HEARI NG EXAM NER BRANCARD: Thank

you. Are there any other interested persons for cases
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22875, 22876? Hearing none, please proceed,
Ms. Vance.

M5. VANCE: Thank you, M. Hearing
Exam ner. So in case 22875, Matador seeks to pool
addi tional parties under order R-21811. The spacing
unit under order -- under this order is dedicated to
t he Bubba Burton #111H and #121H wells. And in case
22876, WMatador seeks to pool additional parties under
order R-21812 and this spacing unit is dedicated to
the Ken W1l son #112H and #122H wel | s.

In this case, we have provided the
affidavit and testinony of | andman Rob Hel bi ng who has
previously testified before the Division and his
credential s have been accepted as a matter of record.
M. Helbing's affidavit is Exhibit A, which includes
sub Exhibits Al, the Cl102s, A2, a working interest
owner shi p breakdown, A3, which is sanple well proposal
| etters and AFEs, and A4, a chronol ogy of contacts.

This is followed by Exhibit B, which is
a self-affirmed statenment of notice with sanple
| etters that were tinely mailed on June 17, 2022, and
Exhibit C, affidavit of notice of publication which
was tinmely published on June 19, 2022. And unl ess
there are any questions, | would ask that all exhibits

and sub exhibits be admtted into the record and t hat
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cases 22875 and 22876 be taken under advisenment by the
Division at this time. Thank you.

(Mat ador Production Conpany Exhibit A,

Exhi bit B, and Exhibit C were narked

for identification.)

THE HEARI NG EXAM NER BRANCARD: Thank
you. M. Lowe, any questions?

THE TECHNI CAL EXAM NER: | have no
guestions. Thank you.

THE HEARI NG EXAM NER BRANCARD:. Al |
right. M. Vance, first, can you try to explain to ne
how you sonehow m ssed 20 or nore interest owners the
first time out?

M5. VANCE: So it's ny understanding
that there was a title that was conpleted. Newtitle
was run just as a precaution. Matador -- the area
where these subject |ands are just southeast of
Carl sbad and consist of a lot of town/city lots. So
there are a bunch of these little 1- to 2-acre pieces
of land and so that was part of the -- from what |
under stand, the reasoning why additional title was run
just to make sure that all parties were accounted for.

So out of the hundreds of parties that

are involved, this is a very small nunber of parties

that we're com ng back to pool with just the 22, and
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four of which Matador was able to find on addresses.
You can see in paragraph -- | believe it's ten of
M. Hel bing where he di scusses the efforts that
Mat ador made in doing a diligent search, that they did
this diligent search to | ook for these -- any known or
additional addresses to try and reach these parties.

So again, the 22 is, | believe, small
conpared to the nunber of parties they were able to
actually find and reach agreenents wth.

THE HEARI NG EXAM NER BRANCARD: Ckay.
Well, still a lot of percentage here. So the summary
of interests -- |I'mlooking at page 17 here -- lists
all these persons here, 20 of them | think, but
you're -- |I'mconfused. Are you force pooling al
t hese people who are |listed here?

M5. VANCE: |'msorry. Can you ask
that one nore tinme?

THE HEARI NG EXAM NER BRANCARD: The
| ist of people -- |I'm |l ooking at your sunmary of
i nterests starting on page 17.

MS. VANCE: Yes.

THE HEARI NG EXAM NER BRANCARD: Are you
force pooling all of these people?

MS. VANCE: Yes, that's ny

under st andi ng, that these are the interest owners that
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we're -- that Matador is seeking to force pool this
time around.

THE HEARI NG EXAM NER BRANCARD: Okay.
So then if you have 20 interests that are being force
pul | ed, how cone you only mailed notices to five
interests? |'mlooking at page 41.

M5. VANCE: Correct. So we were only
able to | ocate those addresses and again, | think
that's what | was trying to explain, maybe not as
artfully as I would have liked to. But in paragraph
ten of the landman's affidavit, there was a diligent
search done. O those 22, these were the addresses
t hat Matador was able to |ocate.

However, the other addresses, those

parties still remain unl ocatable and to cover notice
to those parties -- that's why we did -- if you go to
Exhibit C, we have the publication of -- our notice by

publication that includes those additional parties
that have -- fromthe search that Mtador conducted
were not able to find an address that worked for those
parties.

THE HEARI NG EXAM NER BRANCARD: Ckay.
So the exhibit then says that they did mail proposals

to all these parties. A nunber were returned. They

t hen found other addresses and nmailed again. So in
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ot her words, if you sent a proposal to -- am | reading
this correctly? |If you sent a proposal to sonmebody at
an address and it was returned undeliverabl e, that

when it came to giving notice of the hearing, you

didn't even -- you didn't try again at that same
addr ess.

MS. VANCE: | don't believe that that's
the case. The way that | understand it is that

proposals were sent to the | ast known address on
record. Those -- the proposals were returned per what
M. Hel bing has provided in his affidavit and then
addi ti onal searches were done to try and | ocate those
parties and again, there was no address that they were
able to |l ocate. And so we provided notice to the
known addresses and provided notice by publication to
t hose parties where Matador was unable to find any

| ast known address, either by looking in record title
or otherw se.

THE HEARI NG EXAM NER BRANCARD: Ckay.

So what you're basically saying is that of the 20 or
21 people listed that you're trying to pool, you only
mai |l ed notice to five of themand the rest, you just
gave up.

MS5. VANCE: | wouldn't characterize it
as giving up, but we were able to provide notification
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by publication to those parties, as exenplified in our
Exhi bit C.

THE HEARI NG EXAM NER BRANCARD: Oh,
conme on. Really? Really? These people are going to
read a classified in the Carlsbad Current-Argus? Cone
on.

MS. VANCE: | believe we net the intent
of the rule. So | -- and again, as you can see from
the landman's affidavit, a diligent search was
conducted, as he stated in his affidavit, paragraph
ten.

THE HEARI NG EXAM NER BRANCARD: Wel |,

t hi nk your |l andman's going to have to provide a little
nore detail about what all that involved. Fact that

| ess than a quarter of the people who you' re pooling
you're actually mailing to the notice of this hearing,
that's a pretty big deal

MS. VANCE: | understand that and --

THE HEARI NG EXAM NER BRANCARD: And as
you' ve seen earlier today, we've had several cases
reopened because peopl e reappear |ater on and go,

"Hey, they never notified ne."

M5. VANCE: Yes, M. Hearing Exam ner.
| understand that and |'m --
THE HEARI NG EXAM NER BRANCARD: So if
Page 85
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.veritext.com



© 00 N oo o b~ wWw N

O T N R R N T
o A~ W N P O © 00 N O 0o M W N +—, O

you coul d provide sonme nore detail from your |andman
about who -- how they tried -- what addresses were
sent to for the initial proposal and how that fail ed

and t hen what additional addresses were used and t hat

failed, that would be hel pful. Just docunment it;
okay.

M5. VANCE: | am happy to do that and
based on ny conversations with Matador, | believe they

were prepared to provide supplenental information if

guestions canme up. So | wll follow up with them and
provide that to the examner. |f there are no other
questions ...

THE HEARI NG EXAM NER BRANCARD: Ckay.
| had some math problens, but | don't know if that's
worth trying to figure out. Trying to go fromthe
numbers that were in your original application to the
nunbers that are in the current application when you
say who got force pooled. Like for instance, 22875.
It says, "Previously, force pooled 9 percent,” but in
your original application, it was 18 percent was being
force pooled. That may just be a math application
| ssue because you now have nore interests and
therefore, the nunber is |arger and never percentages
go down, but --

MS. VANCE: That's correct --
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THE HEARI NG EXAM NER BRANCARD: And you

may have added sone nore voluntary joiners along the

way. So --

M5. VANCE: That's correct, M. Hearing
Exam ner. And | would note -- just maybe this wll
al l eviate any concerns you have. 1In the original
cases, you'll see that the interest breakdown was the

18 percent and that was for both the Bubba Burton and
Ken Wl son, but if you add both the previously forced
pool, that 9 percent you were |ooking at which is for
t he Bubba Burton, and then if you scroll down and | ook
at the 11 percent that was previously force pooled for
the Ken Wl son, you get, | think, closer to that 18
percent that was previously pool ed.

So there was a shift, | believe, in the
i nterests and how t hose are broken down, but | don't
think that there's as big of a disparity between the 9
and 18 percent.

THE HEARI NG EXAM NER BRANCARD: Okay.
Thank you. Again, when you have a nore conplicated
title situation, | think it requires nore explanation
fromthe | and people. Feel free to tal k about the
fact that these are old town sites with nunerous
subdi vi si ons, et cetera so we understand what's going

on in these cases and the nore conplicated it is, the
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nore evidence you need. Sinple calculation there.

MS5. VANCE: Understood, M. Hearing
Exam ner. Thank you. Are there any other questions |
can assist with?

THE HEARI NG EXAM NER BRANCARD:. Al |

right. So what we need then is just a revised

| andman' s affidavit explaining the efforts or -- to
reach what appear to be unlocatable parties. |Is that
clear?

M5. VANCE: Yes, M. Hearing Exam ner.
Sorry. |I'mjotting that down.

THE HEARI NG EXAM NER BRANCARD: Thank
you. All right. Are there any other interested
persons for cases 22875, 22876? Hearing none, these
cases will be taken under advisenment, and we w ||
await submttal of a revised |andman's affidavit. Any
suppl enental docunents to be attached to it woul d be
hel pful , too.

M5. VANCE: Yes, M. Hearing Exam ner.

Thank you.

THE HEARI NG EXAM NER BRANCARD: So |i ke
a spreadsheet maybe. | don't know. Thank you very
much.

M5. VANCE: Thank you, M. Hearing

Exam ner. Thank you, M. Lowe.
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THE HEARI NG EXAM NER BRANCARD:. Al |
right. Now we cone to the entertai nment part of our
norni ng's proceedings here. This is item 34, case
22626. This case may go on for a little while, so
maybe we should take a little bit of a break here so
peopl e can get ready and the court reporter can take a
break and we'll get back here, say, by 10:30. Thank
you.

THE REPORTER: Thank you.

(OFf the record.)

THE HEARI NG EXAM NER BRANCARD: Okay.
We are back on the record. G Conservation Division
heari ngs of Septenber 15, 2022. We are on item 34 of
today's worksheet. This is case 22626. | wll cal
the applicant, Goodni ght M dstream

MR. RANKIN. Good norni ng,

M. Exam ner. Appearing on behalf of the applicant in
this case is Adam Rankin with the Santa Fe office of
Holland & Hart. Along with ne today is our -- ny
col | eague, Ms. Paula Vance. W have two w tnesses
this nmorning and, M. Exam ner, we also have sone
conpeting notions that | believe need to be addressed
before we can proceed. And also, at your discretion,
M. Examner, | would |ike to make a brief opening to

hel p set the context once we work through the
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prelimnary matters.

THE HEARI NG EXAM NER BRANCARD: Al l
right. | have an entry from Enpire New Mexi co.

MR. PADI LLA: M. Exam ner, Ernest L.
Padilla for Enpire New Mexico LLC.

THE HEARI NG EXAM NER BRANCARD:

M. Padilla, Do you have w tnesses today?

MR. PADI LLA: | have one w tness.

THE HEARI NG EXAM NER BRANCARD: Thank
you. Are there any other interested persons for case
22626? Okay. We are here because there's an
application for a produced water disposal well. There
I's an objection to that. W had a notion to dism ss
the application on the basis of the existence of an

overl appi ng statutory unit. That notion was denied

and so now we are on an evidentiary phase which
focuses on the objection that this proposed well wll
interfere with unit operations or otherwi se violate
the Ol and Gas Act.
So we have a few notions here. |
think, M. Rankin, you filed a notion.
MR. RANKIN: Yeah. M. Exam ner, a | ot
of them essentially are evidentiary in nature and
sone -- many respects overlap. And so just to outline
what | understand has been filed by the parties, we
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initially filed a notion in |imne seeking to excl ude
exhibits that Enpire's seeking to enter into this
case, rely on in this case, that were responsive to
our subpoena request and that were not produced.

And |'ve outlined at a high Ievel the
reasons for our concern and why we think it's
i nportant for the Division to exclude those docunents
or exhibits fromthe record today. And so that's one
notion to which M. Padilla has responded.

The others is a notion that actually
M. Padilla filed seeking leave to file |ate exhibits
and testinony, to which we have responded al ong with
our objections to certain of the exhibits that were
filed by Enpire. And then those objections are
basically on two grounds, one relating to the
requi renents of the pre-hearing order itself and then
secondly on evidentiary grounds that they are
essentially hearsay testinony and then shouldn't be
permtted.

So those are sort of the -- as |
understand, the lay of the land in terns of
evidentiary exhibits or evidentiary notions or issues
t hat probably need to be resolved before we can
proceed to the hearing portion of the -- of this case.

THE HEARI NG EXAM NER BRANCARD: Thank
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you. M. Padilla?

MR. PADI LLA: M. Examner, we filed a
notion for |leave to submt late. W had sone
technical difficulties with regard to submtting those
timely. Those are explained in the notion.

M. Sweeney, Eugene Sweeney, who is our
w tness was the author of the -- of his testinony he
was at a location in Louisiana taking care of a well.
He did not have the ability to transmt anything other
than -- or print. And we notified -- | notified
M. Rankin about the difficulty and that we were going
to submt late. W found out -- | -- on Sunday, this
past Sunday, we submtted nost of the information.

But the information that we, or at
| east M. Sweeney, relied on is listed on his
testinony. These docunents that are |isted there were
not really prepared by him but going into the notion
to dismss or the nmotion in limne, that notion seeks
to exclude Exhibits C and B.

Exhibit Cis a data conpilation,

I nternal data conpilation, that Enpire conducts. It's
no different than -- the way | see it, it's a
conpletion -- docunentation that is contained in the

conpl etion report and the production records of the

O | Conservation Division.
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Those records were not required to be
subm tted because they were records that were
obtainable in the public domain or fromthe records of
the G| Conservation Division. So | don't see any
problem |I'mcurious as to why there's an objection
to that exhibit even though it was not submtted in
response to the subpoena.

In addition, the follow ng
excluded -- or docunent that is -- which is Exhibit D
whi ch Goodni ght seeks to exclude is a Society of
Petrol eum Engi neers paper. | don't know of anyone who
doesn't rely on papers of that nature. Specifically,
t hat paper addresses the lithology of the G ayburg
For mati on.

The subpoena asks for informtion
relating to the San Andres Formation. | did not find
a reference to the San Andres Formation in that, so |
think it was properly excluded. So -- but it goes to
performance and operation of a water flood project and
t hat paper, | believe, was authored in 1998 which
really addressed only the water flood in the G ayburg
and it tal ked about the performance of the wells and
both injection and producing wells.

So | find it curious as to why that

docunent is not sonething that should be excl uded.
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It's sinply Enpire's know edge. We're trying to get
any information and any operator would probably rely
on prior papers, but again, that only addresses the
water flood in the Gayburg. So | don't see any
reason to exclude those docunents, especially because
they don't apply to the San Andres, or at |east the
SPE paper doesn't apply to the San Andres Fornmation,
and that wasn't what was asked in the subpoena.

The other information on Exhibit Cis
equal ly curious as to why there's even an objection.
| mean, that contains information on the production of
the 200 unit well, 200H well. That's easily gathered
fromthe O Conservation Division records and the
conpletion reports as to the surface | ocation, bottom
hole | ocation or total depth and total drill depth.

So that was not part of -- should not have been
I ncl uded in the subpoena.

Now, |l et nme al so address the denial or
the late filing. W' ve addressed -- |'ve addressed
that already, the reason why it was |ate, but
Goodni ght knew from the very begi nning what the issues
were in this case and that were -- we addressed that
in the notion to di sm ss.

And if -- there's no surprise in here

as to why Enpire is objecting to this application. It
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concerns disruption of injection patterns, a |ot of

t hings make up oil, that kind of -- make up the water
and all of a sudden, you have total -- an unusually
heavy excessive oil or produced water that is proposed
to be dunped in this San Andres Formation, which has
al so been studies by Enpire in order to devel op what
was call ed residual oil zone.

And | know in the exhibits filed by
Goodni ght, they're saying there's no residual oi
there and so therefore, it's fair to dunp all that
water in there even though Goodni ght does not have any
Interest in the San Andres Formation within the unit.

So | think the -- our submttal, the
testinony, should be admtted and the two exhibits
that are sought to be excluded should al so be
admtted. They're just sonething that sonebody would
rely on in order to make an objection in this case.
How relevant that is in the sense that it doesn't
affect the San Andres, that's a different story.

But all -- the nmotion in |limne should
be denied and our |ate submttal should be approved
because it doesn't prejudice at all Goodnight's
appl i cati on.

THE HEARI NG EXAM NER BRANCARD: Thank
you. M. Rankin, a brief reply.
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MR. RANKIN: Thank you, M. Examn ner.
So a couple points. | think there's confusion on
M. Padilla' s part about which exhibits we're seeking
to exclude in the notion in |imne.

The exhibits that we're seeking to
exclude were identified clearly. They were attached
to the notion and those are the titles, the EMSU,
EMSUB and AGU, upside potential infill drilling and
ROZ prepared by ExxonMobil. W attached that as
Exhibit Cto our notion because by the tinme we
prepared this, the exhibits were not yet marked by
Enpire, so we didn't know how they were going to be
| abel ed by Enpire.

Same thing with the second exhi bit
we're seeking to exclude, which is the executive
sunmary, Eunice S, that's Lea County, New Mexi co,
Novenber 2020, which was prepared by XTO Energy and
attached as Exhibit D to our notion. To avoid
confusion, we attached themto our notion, so it was
clear what we're seeking to excl ude.

Those two docunents were directly
responsive to our subpoena and shoul d have been
produced. The fact that they weren't raises questions

about what else was withheld. Now that Enpire has

filed their pre-hearing statenent and their testinony,
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we know that and have a pretty good idea that there
must actually be some potentially substantial nunber
of responsive docunents that were not produced.

Fromtheir pre-hearing statenent, we
understand that Enpire is studying new oil recovery
trends in the San Andres and inplenentation of new
techni ques for oil recovery in the San Andres. W' ve
recei ved no docunentation or production of information
or data regarding what their efforts are to undertake
t hose new recovery techni ques.

From their testinony, we understand
from M. Sweeney that one well in particular, the EMSU
200H, is their best producing well and is providing
t hem val uabl e i nformation regardi ng the exploitation
of the San Andres. They're nonitoring its
performance, collecting needed data and are conducti ng
an analysis that is inform ng future devel opnment plans
I n the San Andres.

None of that data, with the exception
of a third-party well file from Enverus, was produced.
So other than that well file printout -- okay? That
we received, which is just sonething basically
aggregating OCD data files, we received nothing from

Enpire on informati on about this well that Enpire is

collecting regarding potential for production in the
Page 97
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.veritext.com



© 00 N oo o b~ wWw N

O T N R R N T
o A~ W N P O © 00 N O 0o M W N +—, O

San Andres or future production in the San Andres.

Al'l of this information that we're now
heari ng about in sort of general, but none of which is
bei ng presented to the Division -- okay? Wuld be
responsi ve but wasn't produced. So Enpire here is
seeking, it seens, to pick and choose what it wants
the Division to see, what it wants Goodni ght to see
and that's not how the rules are set up and conpletely
def eats the purpose of the Division's subpoena powers.
It unfairly subverts the process and underm nes the
adj udi catory procedures in place and inpedes the
Division's ability to get to the truth.

And so for those reasons, because we
don't know what el se was w thheld, but we know there's
sonet hing out there, these two exhibits ought to be
excl uded.

As to the late filed exhibits, the
testinmony, we all got a pre-hearing order fromthe
division in June indicating the dates, tinelines and
deadl i nes by which we were to provide testinony and
exhibits. So we've known for sone tinme what was
required of us and if those deadlines aren't -- don't
mean anything, | don't know what the point of a

pre- heari ng order is.

On the objections that we raised as to
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the exhibits that were submtted with M. Sweeney's
testinmony, we're specifically objecting to Exhibits E,
D and D through H  Those are a m x of things, none of
which really are data or facts or facts or
information. They're really the opinions of other

fol ks who | can't cross-exam ne, none of which is
narrated or discussed at all in M. Sweeney's
testinony.

So in other words, it's not that he's
relying on it because it's not discussed in his
testinmony. It's sinply attached as if it were a
repl acenent testinony for his owmn. And so that is a,
agai n, subversion of the evidentiary rules and
conpletely inpedes ny ability to exam ne the authors
of those docunents and those opi nions.

And al so, we know not hi ng about
what -- in what way or what manner M. Sweeney's
relying on those because it's not in his direct
testinmony. The pre-hearing order is pretty clear. It
requires a full narrative of the testinony and the
exhi bits and we got a narrative testinony, but really
did not touch on or address in any way those exhibits
that we're seeking -- that we have objections to.

So in addition to the motion in |imne,

which | think is inportant sort of just in the -- for
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a rul e-based structure, that, in fairness, those two
exhi bits shoul d be excl uded.

We al so believe that those additional
exhibits that | just nentioned, B and then D through
H, ought to be excluded as well because they're just
a -- serving as a conduit for hearsay testinmony and
not the kind of information that an expert relies on,
or at least if it were to be admtted, it would be
admtted in the context where the expert is
testifying, expounds on and di scusses his own opinion,
I ndependent anal ysis and why he's relying on that
I nformation.

And so for all those reasons, | think
each of our notions should be granted and if you have
any questions about that, M. Exam ner, happy to
respond.

THE HEARI NG EXAM NER BRANCARD: Thank
you. So ny predilection is in an admnistrative
hearing, the nore evidence, the better to help us neke
a decision. So I'msort of |loathe to automatically
excl ude docunents. However, | certainly, and we
certainly, appreciate any comments/di scussi ons about
particular exhibits in ternms of what M. Rankin was

just referring to, whether they're just hearsay or

there's no foundation to them whatever. | n ot her
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words, the value of the exhibits.

So | think we'll wait till these
exhi bits are introduced or attenpted to introduce and
t hen we can discuss themas we go through the hearing.
" m nore concerned, | think, about the violation of
our pre-hearing order. M. Padilla, you could have,

i n your pre-hearing statenent, provided information
about why you were about to submt this information
| ate, and you didn't.

So that's pretty di sappointing that
we're at that point. | nean, there's a whole point to
all ow other parties the ability to see the information
I n advance of a contested hearing. | nean, at any
point here -- | nmean, the other way of renmedying a
situation like this is always to allow parties
additional tinme to prepare responses and if we need to
continue the hearing to provide additional informtion
that you think is necessary, | don't have a problem
with that. Like | said, the nore evidence, the better
is my philosophy.

So I'"'mgoing to deny the notion in
limne and allow the hearing to go forward with the
note that as particular exhibits come up or as
testi nony conmes up, objections can be raised. And

hearsay is not sonething that's not part of our rules
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of procedure, but it is certainly sonething that you
can raise as an issue as to the weight of any evidence
that's presented. So that's -- and that's obviously
quite inportant on the val ue.

There's a lot of stuff in these
exhi bits and how val uabl e they are and how nuch they
can be connected to people's particular testinony may
be the key here to this. So just because sonebody
throws an article out at us doesn't nean that it
real |y nmeans anyt hi ng.

So with that, I'd like to go forward
wth the hearing and, M. Rankin, can you just give us
an outline of what you're about to present?

MR. RANKIN. Thank you, M. Exam ner.
In this case, Goodni ght M dstream seeks authorization
to inject produced saltwater for purposes of disposal
through its proposed Piazza SWD #1 Wl |.

The projected or proposed di sposal
interval will be in the San Andres Fornmation between
approximately 4,125 feet and 5,400 feet bel ow the
ground at that location. This |ocation of the
proposed well is within the exterior boundaries of the
Euni ce Monunment South Unit, which was forned in '84 as
a secondary water flood unit under the Statutory

Unitization Act. |It's currently operated by Enpire
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Petrol eum as of July 2021, as | understand.

Total of six other saltwater disposal
wel I s have been approved for injection into the San
Andres and are currently operating within the unit
area operated by a total of four different operators,
OAL, Rice, Goodnight, which operates two, and Enpire
itself operates a disposal well that is currently an
actively disposing in the sane injection zone.

Five of the saltwater disposal wells
are commercial wells. As | nmentioned, two belong to
Goodnight. The only well that isn't commercial is the
one that Enpire operates and as | said, it injects
into the sane zone in the San Andres that we're
pr oposi ng.

Now, Enpire, as we understand, opposes
t he proposed injection because it clains it has the
exclusive right to oil and gas operations in the unit
area and will interfere with their unit operations and
recovery -- current existing recovery within the San
Andres and potential future recovery in the San
Andr es.

Now, the Division | think correctly
| aid out the elenments of what the | egal issues are
here in its order denying the notion to dismss.

Question is whether or not the proposed injection wll
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interfere with unit operations and rel atedly, whether
or not the injection will cause waste, drown out any
formati on capabl e of producing oil and gas or whet her
t he proposed injection will be protective of health,
envi ronnment, freshwater sources or otherwise is in
accordance with the G| and Gas Act.

Now, Enmpire argues that it wl
adversely inpact current production and future
production, but, M. Exam ner, they have put forward
zero evidence that any interval within the proposed
i njection zone has ever produced oil and gas or is
i kely ever to produce oil and gas in the future.
Though here, Enpire testifies they are currently
produci ng in the San Andres and have plans for future
devel opnent in the San Andres, but in this area, there
never has been production fromthe proposed injection
interval and likely never will be.

Even using their proposed
i nterpretation of where the San Andres is |ocated, the
i nformati on and data they've put forward does not
depi ct any production within that zone.

The testinony will show that Goodni ght
has pai nstaki ngly eval uated the San Andres and confirm
that it's an ideal zone for produced water disposal,

making it a critical resource for nmanagi ng and
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di sposi ng of produced water from nearby hori zont al
wells. It's under-pressured and has significant
capacity because it has been depleted massively after
decades of water production for the Eunice Mnunment
South Unit water flood operation in the overlying
Graybur g.

It has substantial and effective
geol ogi ¢ seal, which prevents comuni cati on between
t he proposed injection zone and the overlying
productive Grayburg Formation. And if there were
econom c oil and gas shows, the San Andres injection
zone -- in the San Andres injection zone, none of the
exi sting SWDs permtted and operating within the unit
coul d have been approved or authorized for injection.
Goodni ght's existing two SWDs are just in the adjacent
section to the southeast; okay?

In short, the overwhel m ng evi dence and
overwhel m ng wei ght of the evidence will show that the
proposed injection will not interfere with unit
operations, will not cause waste and will not -- and
will be protective of correlative rights and otherw se
wll conmply with the requirenments of the G| and Gas
Act .

Wth that, M. Exam ner, when ny tine

Is right, we have two wtnesses to call.
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THE HEARI NG EXAM NER BRANCARD:

M. Padilla, would you |ike to make a statenment now or
wait till you present your case?

MR. PADI LLA: "1l wait, but |I'm not
going to be too | engthy on whatever | do because |
pretty much stated what our objection was to this
case. Essentially, Goodni ght does not own any
interest in the San Andres within the proposed unit,
within the vertical [imts and so we believe that via
trespassed, which is not addressed by -- within the
jurisdiction of the Division.

But there is a case, Snyder Ranches vs.
O | Conservation Conmm ssion, where the Conm ssion
al l owed or granted a water flood, and it went into the
adj oining well or adjoining acreage and damaged a
well. In that case, there was a ruling that despite
t he approval of the G| Conservation Division, the
m gration of water into the adjacent was a trespass
and disallowed any -- curtailed the approval of the
O | Conservation Division.

And that's the sanme that's happening in
this case, is that we have sonebody with no ownership.
Al the information that is going to be submtted by
Goodni ght does not -- they sinply assunme that that's a

free area within which to di spose of a | arge anount of
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produced water from outside of the unit.

And whet her or not they have pipelines
or a series of pipelines does not matter sinply
because they have absolutely no interest, ownership
interest, within the unit horizontally or vertically.

But that would be essentially ny statenent. Anyway

THE HEARI NG EXAM NER BRANCARD: Thank
you. M. Rankin, you may proceed with your w tnesses.
Are you just going to -- how would you want to
proceed? Do you want to |like have them summari ze
their testinony or do you just want to have them
avail abl e for questions or

MR. RANKIN: M. Exam ner, | was going
to defer to your preference because while both
w t nesses have prepared, | think, fairly conprehensive
testinony on each of their areas, it's a -- in one
case, it's quite a bit. But |I'm happy to take the
time to wal k through and try to summari ze with the
second witness his testinony.

It all really depends, | think, on the
preference of the Division. |In the interest of tine,
| think my suggestion would be to have each w tness
make any clarifications or corrections, if there are

any, and | think there are a couple of each one, and
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t hen have them just adopt their testinony subject to
those corrections and then be available for further
Cross-exam nati on questi ons.

THE HEARI NG EXAM NER BRANCARD: Thank

you. We have with us -- | forgot to
mention -- special guest exam ner Phillip Goetze and
so | will actually ask M. CGoetze if he has any

preference here, whether we just want to have these
W t nesses avail able for questioning or do we want them
to sunmari ze their testinony?

THE HEARI NG EXAM NER GOETZE: Well, |
think we would go with M. Rankin's initial
sunmari zation. |f we have questions about the
specific docunent or information provided by that
expert, then we'll ask questions.

MR. RANKI N: | guess | wasn't clear,
M. Goetze. Do you want ne to summarize a little bit
what the testinony is --

THE HEARI NG EXAM NER GOETZE: Yeabh,
with summari ze, you're covering a |lot of area.

MR. RANKIN: | know --

THE HEARI NG EXAM NER GOETZE: You're
essentially covering 50 years of activity in this area

and as well as bringing points specific to this

project by Goodnight. So let's start off with the
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general and we'll get specific.

MR. RANKIN. Al right. 1'lIl do ny
best with each of these witnesses to summarize their
testi nony. M. Examner, | -- we have two wi tnesses
today and if you'd like, we can swear themin
together. The first witness is M. Nathan Alleman and
the second witness is M. Steve Allen Drake.

THE HEARI NG EXAM NER BRANCARD: We
would like themto be sworn in together if they're
both available. | see M. Alleman and | see
M. Drake. All right. Gentlenmen, can you raise your
ri ght hands?

VWHEREUPON,

NATHAN ALLEMAN AND STEVE ALLEN DRAKE,
call ed as a witness, and having been first duly sworn
to tell the truth, the whole truth, and nothi ng but
the truth, was exam ned and testified as foll ows:

THE HEARI NG EXAM NER BRANCARD:. Al |
ri ght Please proceed, M. Rankin.

MR. RANKIN. Thank you very much. At
this time, 1'd like to all our first w tness,
M. Nat han Al | eman.
DI RECT EXAM NATI ON
BY MR RANKI N:
Q M. Alleman, can you please state your full
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name for the record?

A Nat han Al | eman.

Q By whom are you enpl oyed and in what
capacity?

A " menployed by ALL Consulting, and | am our
seni or regul atory specialist.

Q And have you previously testified before the
Di vi sion, had your status and credentials as an expert
i n saltwater disposal regulatory nmatters and
permtting accepted as a matter of record?

A Yes, | have.

Q And is your -- have you prepared a
self-affirmed statenent that have been marked as
Exhibit B in the exhibit packet that was submtted in
today' s hearing?

A Yes.

Q And in that self-affirnmed statenent, do you
provide a brief overview, through the attachment of
your resune, of your industry experience and expertise
in permtting and -- permtting in the regulatory
matters surrounding SWD injection wells?

A That's correct.

Q And that expertise and that experience
i ncludes permtting SWDs in New Mexico; correct?

A Correct.
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Q And you're famliar with the C108
application that was filed in this case and marked as
Exhibit A in the exhibit packet?

A Correct.

Q And are you the one that had responsibility
for aggregating the informati on and putting together
the C108 that was filed in this case?

A Yes, that's correct.

Q And in fact that's your signature at the
bottom of the first page of Exhibit A reflecting that
you signed and submtted this on behalf of Goodni ght
M dst reanf

A Correct.

Q And you're famliar with the status of the
| ands that are the subject of the application?

A Yes.

Q And you conducted the work in conjunction
with Goodnight to identify all the affected parties
who are entitled to notice in the case that was part
of the exhibits included in the C108 application?

A That's correct.

MR. RANKIN: M. Examner, at this
time, | would re-tender M. Alleman as an expert
witness in saltwater disposal regulatory matters and

permtting.
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THE HEARI NG EXAM NER BRANCARD: Are
there any objections?

MR. PADI LLA: No objections,

M. Examner. | believe that | qualified M. Allenman
initially before the Ol Conservation Division in
sal twat er di sposal case.

THE HEARI NG EXAM NER BRANCARD: Thank
you. And he wll be admtted as an expert, recogni zed
as an expert. And just renenber, we call it produced
wat er di sposal these days, not saltwater disposal.

MR. RANKIN. Good point, M. Exam ner.
Good point. There is a distinction.

BY MR. RANKI N:

Q M. Alleman, turning to your Exhibit B, your
self-affirmed statenent. |In your testinony, you
review all the elenments of the C108 with the exception
of topics relating to geology; is that correct?

A Yes, that's correct.

Q And that topic is reserved for Goodni ght
M dstreams witness, M. Drake; is that right?

A Correct.

Q And in your testinony, then you
review -- starting on page two, you review the C108
application, identifying the proposed injection well,

the injection intervals and the |ocation of that well?
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A Correct.

Q And you identify the proposed maxi mum
surface injection pressure and average surface
I njection pressures for that well?

A Correct.

Q And this well will be equipped with a
continuously -- a SCADA systemthat w |l continuously
nmoni tor the injection volunmes and rates?

A Correct.

Q And this well will be treated with a snal

acid job to clean up debris around the perforations.

It's a perforated conpletion; correct?

A Yes, that's correct.

Q And you'll use an acid job just to clean up
around the perforations?

A That's correct.

Q And is the well board diagram and the
I nformation around the well construction for this well
is concluded in the C108?

A Correct.

Q And wi Il the annul ar space between the
production casing and the tubing be filled with an
i nert packer fluid?

A Yes, it will.

Q Is this a well design that was previously
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approved by -- a well design that was previously
proposed and approved by the Division?

A Yes, it is.

Q How many different wells has Goodni ght have

permtted that follow the sane well design in this

area?

A | believe we've permtted and -- and had
this design approved eight or nine tinmes in -- in this
general area. |It's the sane -- sane basic -- sane

basi c desi gn.

Q And in your opinion, will the well design
and cenent plan be protective of freshwater and
under ground sources of drinking water in the area?

A Yes, it wll.

Q And based on that well design and cenent
plan, is your opinion that it will be protective of
correlative rights in offsetting productive zones?

A That's correct.

Q And approxi mtely -- you did the analysis

for the AOR in conjunction with Goodnight; correct?

A That's correct.

Q When | say, "AOR, " that's the area of
revi ew?

A Correct.

Q And it's a half mle area around the
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proposed injection well?

A Correct.

Q And there were 24 wells within the area of
review, but -- is that correct?

A Yes, that's correct.

Q And 15 of them are active producers?

A Yes.

Q And five have been plugged and abandoned?

A Correct.

Q And four are injection wells; correct?

A Correct.

Q And the information for each of those wells

wthin the area of review are on the tabul ated data

page on page 14 of the Exhibit A?

A That's correct.
Q And of all those wells, only three that
actually penetrate the proposed injection interval; is

that correct?
A That is correct.
MR. RANKIN: And now, at this tine,
M. Examner, | want to just make a couple
clarifications/corrections to M. Alleman's testinony.
BY MR. RANKI N:
Q M. Alleman, going back to the first page of

your testinony where you refer to your resune, it's
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listed as Exhibit C1. 1Is it -- should it be instead
referred to as Bl?

A Yes, that's correct.

Q And i n paragraph four where you refer to
Goodni ght Exhi bit C2, should that actually be B2?

A Yes, that's correct.

Q And | skipped over this, but Exhibit B2 is
actually a copy of the protest or the notification of
the protest that the Division provided you reflecting
Enpire's protests of the adm nistrative application;
correct?

A Correct.

Q Right. And that protest is the reason we're
here today because they were the party that protested
requiring a hearing on this case.

A Correct.

Q Ckay. Now, skipping back up to paragraph 15
where we were just discussing the area of review and
the wells in the area of review You identified that
there are three wells that penetrate the injection
i nterval and two of them are active producing wells;
IS that correct?

A That's correct.

Q And they're listed here as the Eunice

Monunment South Unit #713 well and then you've listed
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here the Euni ce Monunent South Unit 319 well; is that
what's on your statenment? Correct?

A Correct.

Q But in fact that second well should be the
Euni ce Monunent South #462 well; is that right?

A That is correct.

Q Ckay. So that's a correction that we need

to reflect in your statenent, that the 319 was

i ncorrectly included here and it should be the #462

wel | .

A Correct.

Q And that's the APl 30-25-29622;: is that
ri ght?

A That's correct.
Q Ckay. And then the third well that

penetrates the injection interval is the Eunice

Monunment South #461 well; correct?
A That's correct.
Q And it's your opinion that that well is

properly plugged and abandoned?

A Correct.

Q And as -- in your opinion, all the wells
that penetrate the injection interval, they al

properly constructed in a manner or plugged back in a

manner that what is protective of offsetting
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production zones and freshwater zones?

A Yes.

Q Copi es of those well bore schematics are
I ncl uded in your C108 within Exhibit A?

A Correct.

Q And what's the source of the injection water
that you're -- Goodnight's proposing to inject into
Its well?

A That -- that water is com ng from near by
hori zontal wells from-- fromvarious formations, Bone

Springs, Wolfcanmp and Del aware Mountain G oup --

Q The Del aware Mountain G oup Wl fcanp and
Bone Springs Formations; is that correct?

A Correct.

Q And did you provide water chem stry anal yses
of the representative sanples of those different
formations in your C108 application?

A Yes. Yes.

Q Did you also include water sanples fromthe
reservoir formation in the San Andres that'll be the
receiving zone?

A Yes.

Q And based on those water chem stries, is
there any indication that there'll be conpatibility

| ssues or scaling issues between those fluids?
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A No.

Q Did you also do a review of freshwater wells
in the area?

A Yes.

Q And is a map identifying each of the
water -- freshwater wells and the source of freshwater
sanpl es included in your C108?

A It is.

Q And you also did an analysis of the surface
owners and offsetting | essees and operators within the
area of review?

A Correct.

Q Now, those maps and those parties are al so
identified in the C108, Exhibit A?

A Correct.

Q And those are the parties that you've
identified as requiring notification of the
adm ni strative application?

A Correct.

Q And included in your Cl108 is a copy of the
green cards and the status of those receipts as of
time of the application inflecting that each of those
parties were given notice by certified mail?

A Correct.

Q And is it your opinion that you and
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Goodni ght M dstream undertook a good faith effort to
| ocate and identify each of the correct parties and
the valid addresses for those parties within the area
of review?
A Yes.
Q And then, M. Alleman, based on your
anal ysis of the casing design and the cenent job, is
It your opinion that the proposed injection well wll
conserve resources, avoid waste and hel p protect
correlative rights?
A It is.
Q And, M. Alleman, with those additi onal
corrections about the reference to the attached
exhi bits, Bl and B2, and then the substitution of the
462 well in your paragraph 15, do you adopt the
self-affirmed statenent that you -- as your testinony
today that you prepared as Exhibit B?
A | do.
Q Thank you, M. All enan.
MR. RANKI N: | guess with that,
M. Exam ner, | would nove the adm ssions of Exhibits
A, B and the attachments, Bl and B2, into the record.
(Goodni ght M dstream 22626 Exhibit A
t hrough Exhibit B2 were marked for

i dentification.)
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THE HEARI NG EXAM NER BRANCARD: Thank
you. Are there any objections to these exhibits?

MR. PADI LLA: No objection.

THE HEARI NG EXAM NER BRANCARD: These
exhibits are so admtted. | guess it's tine for
guestioning. M. Padilla?

(Goodni ght M dstream Exhi bit A through

Exhi bit B2 were received into

evi dence.)

CROSS- EXAM NATI ON
BY MR PADI LLA:

Q M. Alleman, long tinme no see. M. Rankin
did a good job of doing the testinony for you and you
si nply acknowl edged yes or no or indicated you were
correct, but the last thing you said, you stated that
the application with its best interests of oil
conservation and protection of correlative rights.
Can you explain to nme how correlative rights would be
protected by this application?

A Sure. So as a part of the -- as a part of
the -- the C108, we review the -- the well design, and
again, this is a well design that was prepared by
petrol eum engi neers under -- that -- that | -- that |
managed and a -- and a well design that's been

approved by OCD in -- in prior applications w thout
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any issues. And so as a part of the Cl108 and as a

part of nmy testinony, |I'mverifying that the -- the
well designis -- is protective of -- of correlative
rights. | believe M. Drake, a geologist for -- for
Goodnight, will be able to speak nore to the broader
picture of -- of correlative rights protections.

Q Well, you're the one who made the statenent,

M. Alleman, that correlative rights would be
protected. You rendered that opinion, but I"'mtrying
to figure out if there's oil in the San Andres, how do

you protect correlative rights?

A So again, as a part of the application,
we -- we review -- we | ook at the area of review
and -- and we check to see if there is any evidence
of -- of oil production in -- in the past or -- or
current and -- and then ensure that our well -- that

our well design, the casing and cenenting program
will -- will protect any of those productive
intervals, and -- and we believe that it does.

Q Well, you'll be dunping oil into the San
Andres; correct? | nmean produce water into the San
Andres; correct?

A That is the -- yes, that is the injection
i nterval, correct.

Q Ckay. How far away is the unit well 200H
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fromyour proposed well?

A | would have to take a look at ny -- ny maps
for that. Do you mnd if | take a | ook real quick?

Q No. You tell nme which map you're | ooking
at .

A Sure. So I'm-- I'mcurrently |ooking at
page 13 of the C108.

Q | have that. |Is that -- is the 200H wel
within the small circle?

A "' mnot seeing that on our -- on our well

list within the half a mle area of review. Do you

have the API nunmber for that well?

Q Do you know whet her that well is outside of
that 1/2-mle circle?

A Do you have the APl nunber for that well?

Q Not readily. |'mjust asking did you
consider that well in your statenment that it protects
correlative rights?

A So as a -- as a part of our application
process, we | ook out to -- to 2 mles and do a -- do a
production review, but that -- that information is not
necessarily included as a part of the -- the Cl108. So
| don't have all of that data in front of ne right
now.

Q Well, what would be mssing in terns of the
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C108 that you didn't include?

A Can you restate that, please?

Q VWhat information that you didn't include in
this C108 is avail able?

A Well, I don't -- | don't know that there's
any mssing information that's -- that's required as a
part of the -- the C108.

Q Ckay. Well, then et nme ask you how nmany
wells are within the 2-mle radius?

A | -- 1 do not have that counts in front of
me right now.

Q Do you have any idea how many wells are in
t here?

A l'"d -- 1'"d prefer not to approximate at this
time. We could get -- | have the map in front of ne,
but not the -- not the full nunber.

Q Is there a listing of all those wells
anywhere in the application?

A There's -- the APIs are |listed on page 13 of
t he C108, but not in a tabular format for the -- for
the 2-mle area.

Q If you look at the next page, which is your
page 14, what are those wells in there? |Is that the
wells within the 1/2-mle circle?

A That's correct.
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Q And then how many wells are there? 1Is this

the ones that you said were there, sone of which are

pl ugged?

A That's correct.

Q And how many of those wells are producing
wel | s?

A Fifteen are currently producing.

Q And how many injectors are in there?

A Four injection wells.

Q Okay. But you don't -- you're not telling
me that within the 2-mle circle, you're -- you don't

have a tabul ation of all those wells; right?
A We don't have that available currently.
Q Wul d you agree with ne that those are part

of the water flood patterns that exist on the water

fl ood?

A ["'m-- I"munfamliar with the -- the exact
nature of all of those wells within 2 m|es.

Q Do you think sonme of them penetrate the San
Andres Formati on?

A Again, | would have to -- | would have to
check the -- | would have to check each of those wells
before I could make a statenent to that.

Q Di d Goodni ght eval uate the casing on
paragraph -- on the wells listed on paragraph 14 -- |
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mean page 147

A For the wells that penetrated the injection
interval, we did.

Q And are those -- sone of those wells old
well's or horizontal wells? Wat's the conposition of
the nature of those wells in terns of production
capabilities?

A One well is -- is currently -- it was
conpleted as a water supply well and then was
subsequently plugged. Another one was conpleted as a

wat er supply well and was reconpleted to be shall ower

and is -- and is currently an active -- active
producer above our injection interval. And then the
ot her active well is -- is an active oil and gas well

with a cast iron bridge plug set above our injection
interval, so it is producing from above the San Andres
I njection interval.

Q Do you know whet her any effort had been made
to determ ne whether or not all of those wells shown
on page 13 within the 2-mle circle would have any

propensity to mgrate through the annul ar space of the

wel | s?
A Can you restate that question?
Q Well, was there any analysis made as to

whet her any of those wells within the 2-mle radial

Page 126

Paul Baca Professional Court Reporters 505.843.9241
A Veritext Company www.veritext.com




© 00 N oo o b~ W N P

N T T N N T e e e R R R N T e
o A W N P O © 0O N O 0o~ W N +—» O

woul d have a propensity to have produced water from

your proposed well cone up hole through the -- any

ot her space?

A Again, we -- we believe that our -- we
believe that our well design will -- will contain the
fluids to the -- to the injection interval and
wll -- will not cause any -- any issues with area of
review or conduits to surface.

Q My question was whet her any anal ysis has
been nade about potential mgration of the annul ar
space.

A W -- we reviewed -- in -- in conjunction
with wth Goodnight and -- and our -- and ALL's own

geol ogi sts and engi neers, we did review all of

the -- the wells within 2 mles and -- and it was
determ ned that there were no -- no iIssues
with -- with correlative rights. But again, | think

when we're tal king about geol ogy and such, M. Drake,

Goodni ght

s geologist, will be able to speak to that

nore clearly.

Q Ckay. Let's go to page 15. |Is that a
m neral ownership type of map? |Is that what you're
trying to show?
A Yes, that's correct.
Q So it appears that you're on the
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edge -- well, the proposed well is on the edge, but
I nside of federal mnerals.

A That's correct.

Q Have you received any perm ssion fromthe
Bureau of Land Managenent for drilling this proposed
wel | ?

A The -- the notice of the application was
submtted to the Bureau of Land Managenent to notify
them of the application and no correspondence has been
received fromthem

Q Have you filed an APD for these -- for this
wel | ?

A No.

Q Have you gotten any perm ssion from anyone
to drill this well? You've stated that you haven't
filed anything from-- with the Bureau of Land
Managenent except to send thema copy of this
application and -- but have you sone kind of agreenent
with the surface owner?

A That woul d be sonmething that Steve Drake
woul d be able to talk to. H mworking directly
with -- with Goodnight, he would have nore information
about those surface use agreenents.

Q I's he a | andnman?

A No, he's not.
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Q Have you been in contact with the surface

owner in this case?

A | -- | personally have not aside from
notifying themof the -- of the application.
Q Do you know if there's an agreenent between

t he surface owner and Goodni ght?
A | -- 1 was told that -- that there was a
surface use agreenent between the surface owner and

Goodni ght M dstream

Q Do you know whet her that agreenent covers
i njection of -- into the San Andres in this case?
A No.

Q You don't know?

A That's correct. | have -- | have not seen
the specific agreenent.

Q And you don't know whether there's actually
a surface agreenent or not, or are you saying there is
or there isn't?

A Al -- all that | can say is that | have
been told that there is a surface use agreenent with
the surface owner.

Q For disposal of water into the San Andres?

A Again, I'"'mnot -- |I'mnot sure on exactly

how specific that gets.

Q Why woul dn't that be included in your Cl108,
Page 129
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.veritext.com



© 00 N oo o b~ wWw N

O T N R R N T
o A~ W N P O © 00 N O 0o M W N +—, O

whet her in fact there's an agreenent or not allow ng
you to di spose of water into the San Andres?

A That is -- that is not A necessarily
required portion of the C108 but can be -- if -- if we
want to ask Steve Drake about that since he works
directly with Goodni ght, he -- he can discuss it in
nore detail.

Q Well, |I'm asking you because you filed a
Cl108 and it seens to ne that part of your due
diligence would require you to figure that out;
woul dn't it?

A Qur due diligence on that was to ask
Goodni ght if they had that surface use agreenent
and -- and we did that and they -- they agreed.

They -- they said that they did.
Q Do you know why it is that you |l ocated the

well on federal mnerals -- to be drilled into federal
m neral s?

A In this case, Goodni ght gave us a | ocation
and we evaluated it for viability. W did not -- ALL

and nyself did not choose that particular |ocation.
So no, | do not know.

Q Did you review order R7765 that

was -- forned this unit agreenent?
A I have not specifically reviewed it.
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Q And you understand that the unit agreenent
covers fromthe top of the Grayburg to the bottom of
the San Andres. Do you know that?

A Again, I'mnot intimately famliar with
that -- with that agreenent, but | believe Steve Drake
can talk to that in nore detail.

Q Let me summarize. |'mnearly done, but
goi ng back to the -- page 13. You're telling the
Di vision here and the hearing exam ner that all of
those wells were reviewed to determ ne whether or not
there was the propensity for mgration of produced
water fromyour well into upper reaches of the -- into
t he Grayburg?

A That's correct. We -- we conducted an
evaluation -- ALL, in -- in coordination with
Goodni ght, conducted an evaluation of all the wells in
the 2-mle radius and determ ned well construction
and -- and top of cenent for each of those wells.

Q And how many wells are there in that 2-mle
circle?

A As stated previously, | don't have that
direct nunber in front of ne.

MR. PADI LLA: Ckay. Think that's all |
have of M. All eman.

THE HEARI NG EXAM NER BRANCARD: Thank
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you. M. Goetze, do you have a question or two?

THE HEARI NG EXAM NER GOETZE: Yes, | do
have one question. Let nme nake the screen bigger for
me. Okay. Wth regards to the area of review wells,
It was noted that the Eunice Monunment South Unit Wel
#462, APl 30-025-29622 -- what is your understanding
of the disposition of this well? 1In other words,
where is it conpl eted?

MR. ALLEMAN: Froma -- froma review

of the -- the online well records, it was -- it was
originally conpleted as a water supply well in 1987 or
sonmewhere around that -- that vintage. And then it
was -- it was conpleted from-- originally conpl eted

as a water supply well from 4,325 feet to 5,000 feet.
And then -- then it was reconpleted as a G ayburg
production well with perforations from 3,794 feet to
3,900 feet, which is above our -- just a couple
hundred feet above our injection interval.

THE HEARI NG EXAM NER GCETZE: Do we
have any records of this?

MR. ALLEMAN: We can certainly supply
that. That -- that information came froma conpletion
report found on -- on OCD s webpage.

THE HEARI NG EXAM NER GOETZE: Wwell, |

woul d contest that. |'ve gone through this file
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several tinmes. The only thing | have is an expired
APD by XTO to do the proposed action and all | have is
proposed. | do not have a new Cl105 or suppl enent al
docunments showi ng the activity. So at this point, the
only thing | have is a well that's still in

communi cation with the San Andres.

So you better come up with sonething
because it is our habit and our practice that we do
not allow AOR wells to have communi cations that come
out of zones. So | would request that you provide
docunmentation that it has been reconpl eted, as was
originally proposed by XTO or at |east a
determ nation of its current state.

MR. ALLEMAN: Okay.

THE HEARI NG EXAM NER GOETZE: O her
than that, | have no questions for M. Allenman.

THE HEARI NG EXAM NER BRANCARD: Thank
you. M. Alleman, and you again may be the wrong

person to ask this question, but was there an anal ysis

done of the actual area of inpact of this injection
wel | over sone future period of tinme, 10, 20, 30
years?

MR. ALLEMAN: We can -- we can ask the
sane -- the sane question to Steve Drake. | am not
famliar -- I'"mnot sure whether a -- like a
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volunmetric fill-up

this -- for this well specifically.

THE

Thank you. All right. And so you have a |ist of

these wells with the 2-mle area. They're just not

part of the Cl108 submttal; is that correct?
MR. ALLEMAN: Yes, that is correct.
THE HEARI NG EXAM NER BRANCARD: | don't

know. M. Coetze,
THE
willing to | ook at
I nteresting to see
THE
right. Thank you.

M. Rankin, did you have any foll ow up?

MR.

| appreciate the questions fromthe Division and if |
may just take a nonent, |'mgoing to share nmy screen
and pull up a couple things fromthe exhibit packet.

Let me -- if you would, let ne know when you are able

to see ny screen.

REDI RECT EXAM NATI ON

BY MR. RANKI N:
Q Just for

screen, M. All enan?

cal cul ati on was -- was done for

HEARI NG EXAM NER BRANCARD: Ckay.

woul d that be hel pful to see that?
HEARI NG EXAM NER GOETZE: Al ways
nore information. It would be

it.

HEARI NG EXAM NER BRANCARD: Al |

That's all the questions | have.

RANKI N: | do. | do, M. Exam ner.

clarification, can you see ny
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A Yes.

Q When preparing a Cl108 application, does the
C108 generally require a tabulated list of all the
wells within a 2-mle area of review or does it just
require that the applicant submt a map identifying
each of those wells within that area?

A The C108 only specifies a -- a map as
opposed to a tabul ation.

Q Great. And that's item nunber five on the
C108 that 1've got highlighted on your screen?

A Correct.

Q But in the interest of providing additional
i nformation and facilitating the Division's review,
you have no problem putting that tabul ation together
for the Division?

A That's correct.

Q Okay. Now, when you're doing your review of
the area -- your analysis of the area of review,
you've | ooked at the -- and in order to identify which
well's penetrate the injection interval, you' ve | ooked
at all the oil and gas producing wells within the half
ml|le area of review as part of your analysis; correct?

A Correct.

Q And as part of that, you've determ ned that
there are no wells and have been no wells producing
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fromthe proposed injection interval; correct?

A Correct.

Q Okay. Now, you nmentioned -- and | just want
to clarify for the record, and I'mgoing to flip to
page 14 of the Cl08. You nentioned that there were a
coupl e previously operational water supply wells that
penetrate the injection zone that have been plugged
back or plugged and abandoned and | just want to pull
that page up so we can identify which those are
because | think they're -- and M. Goetze identified a
request for additional information on one of them
VWhich well -- which wells were previously water supply
wel | s?

A One second. Eunice Monument South Unit #461
and Euni ce Monument South #462.

Q Okay. And they previously produced water

fromthe San Andres zone, which is the

I njection -- the particular injection zone for the
proposed well; is that correct?

A Yes, that's correct.

Q And then which well was converted to a

production well?
A Euni ce Monunent South Unit 462.
Q Okay. And that's the one that M. Goetze

was aski ng about for confirmation that that work was
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actually done; correct?

A That's correct.

Q But in terns of what was proposed, as far as
we know, they proposed to put a cast iron bridge plug
at 4,260 feet; correct?

A Correct.

Q And then to produce fromthe overlying
Grayburg; is that right?

A Correct.

Q Okay. And then the other well, the 461, was
that -- that was sinply just plugged and abandoned; is
that correct?

A Yes, that's correct.

Q Okay. Just wanted to make sure we had the
record clear on the history of those two wells. In
general, M. Alleman, when applicants are seeking
to -- for authorization to inject on a Cl108
application for produced water disposal, is it a
standard requirenent to do any sort of nodeling or
volunetric fill analysis to determ ne the extent if
the previous water may gravel within the injection
zone? |Is that sonmething that's a standard
requi rement ?

A No, it is not.

Q And that's why it just wasn't part of this
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appl i cati on,

requi red or standard -- a standard requirenent for

produced water injection; right?

A

sure |

you. Your

At this tine, we'll call M. Steve Drake.

BY MR, RANKI N:

Q

Correct.

under

M .

you there.

Can you give a test so we know that you're there?

A Yes. Yes, | can hear you.

Q Great. Thank you. Wel cone. M. Drake,
wi Il you please state your full name for the record?

A Steve All en Drake.

Q And by whom are you enpl oyed?

A Goodni ght M dstream

Q What is your position with the conpany?

A | am vice president of geology and reservoir

engi neeri ng.

next wtness?

because it's not sonething that's

MR. RANKIN: Okay. Just wanted to nake

stood that. No further questions.

THE HEARI NG EXAM NER BRANCARD: Thank

MR. RANKIN:. Thank you, M. Exam ner.

DI RECT EXAM NATI ON

Drake, are you able to -- yeah, | see

Want to make sure that we can hear you

Q Have you previously testified before the
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Di vision and had your credentials as an expert in
petrol eum geol ogy accepted as a matter of record?

A Yes.

Q And have you prepared a self-affirnmed
statenent that was submtted along with attached
exhibits as Exhibit Cin the exhibit packet that was
subm tted with the Division?

A Yes.

Q And in that self-affirmed statenent do you
I dentify your credentials as an expert in petrol eum

geol ogy as well as your expertise in petroleum

engi neeri ng?
A Yes, | do.
Q You' ve attached an updated copy of your your
CV or resunme as Exhibit C1?
A That is correct.
Q And it summari zes your education and
rel evant work experience?
A Yes.
MR. RANKI N: M. Examner, at this
time, | would nove the -- rather | would tender
M. Drake as an expert in petroleum geology and in
petrol eum engi neeri ng.
THE HEARI NG EXAM NER BRANCARD: Are
t here any obj ections?
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MR. PADI LLA: No objection.

THE HEARI NG EXAM NER BRANCARD: So
appr oved.
BY MR, RANKI N:

Q M. Drake, you have conducted an anal ysis of
the geology in the | ands around the proposed
injection; is that correct?

A Yes, | have.

Q And your testinony today includes a
di scussi on of the geologic aspects of the C108 as well
as a nore ful some discussion around potential inpacts
to Euni ce Monunent South Unit operations, potential
effects on waste and inpairnent to correlative rights;
Is that correct?

A That is correct.

Q And in summary -- we'll dive into
the -- your testinony here, but in sunmary, it's your
opinion that this proposed injection, |ike the other
commercial well injection operations that are going on
within the unit, will not inpair unit operations,
result in waste or inpair any correlative rights; is
that correct?

A That is correct.

Q So -- and for the benefit of the Division,

M. Drake, | think we're going to do our best to try
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to briefly sunmari ze your testinony and we're going to
try to do it by section and then where we cone across
an itemor two | think that needs a correction pointed
out or a mnor adjustnent, we'll touch on that as we
go.

Looki ng at your page two of your Exhibit
B -- yeah, sorry -- page two of your Exhibit C, which
I's your self-affirnmed statenent, you'll see there's a
headi ng there that says, "Goodni ght M dstream Perm an
LLC conpany overview. " Wuld you just give a short
sunmary for the benefit of the exam ners what
the -- about -- a little bit nore about the conpany,
what it does, where it operates and its operations in
particular in New Mexico and the inportance of this
proposed injection well to its overall operations and
the industry in general.

A Yes. Goodni ght M dstream operates in three
states. We began in North Dakota. W have roughly 30
sal twater disposal wells in the state of North Dakota
and we're the | argest commercial conveyor of produced
water. We have operations in Texas, roughly 25 wells
there, and we nove about 250,000 barrels of water in
Texas.

We al so now have nine saltwater disposal

wells in the state of New Mexico. They are all
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associated with our Llano system W have
approximately 80 m | es of pipe and we're have a

| ong-termultimate projected capacity of 400, 000
barrels per day. W have six water recycling and nine
di sposal wells. W have 12 dedi cated operators and
312 producing wells connected at 19 receipt points.

And as an exanple of the type of volunmes that we
are working with, for the nonth of March 2022, 2
mllion barrels of oil were produced by our dedicated
wells, 3.8 BCF of gas and 4.5 mllion barrels of
water. O that, 1.9 mllion were turned back around
for reuse and 2.6 mllion cane to the Llano system for
di sposal .

Q M. Drake, attached to your testinony is
Exhibit C2. |Is that a depiction of the Llano system
you referred to along with the receipt points and the
current permtted --

A That is correct. That is correct.

Q Okay. And then that also includes the

current permtted SWDs that Goodni ght operates?

A That is correct.

Q It also identifies the |ocation of the
proposed piazza well, which is a purple triangle;
right?

A Yes.
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Q Just so everyone -- so we're foll ow ng
along, on that map if you're | ooking at it,

i mmedi ately to the southwest are two wells, the Sosa 2
and the Rhino. Are those two wells also within the
Euni ce Monunent South Unit boundary area?

A Yes.

Q And those are currently injecting into the
sane injection interval?

A Correct.

Q And -- okay. And just so we're -- | just
want to make sure everyone understood where those
wells were so that we had cont ext. Now, woul d you
explain just briefly what the sort of overall idea is
behind -- or behind |ocating and targeting the San
Andres as the disposal reservoir that the conpany has
cone up with? Just briefly explain why that is the
target.

A We observed that there were six water supply
wells drilled by Chevron USA in the m d-1980s to
extract water fromthe San Andres. Those wells were
capabl e of extracting -- extracting water at extrenely
high rates with very little drawmdown. They had
sustai ned rates over long periods of tinme, and "l ong"

as in five to ten years.

This created a nodel for us of extrenely
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high transmssibility that allows the wells to be
connected in the subsurface in the water supply
interval. Well, once the water was taken out, this is
an opportunity and a great place to put the water back
in. So that's our main concept and that is what we
are pursuing.

Q Now, | ooking at page three of your Exhibit
C, your self-affirmed statenent, the next section of
your testinony adjusts -- sorry -- addresses the
geol ogi ¢ overview of the injection area and the

i njection zone. WII you please briefly summari ze

your testinmony in this section, starting --

A Adam vyour video's freezing.

Q |"'mgoing to turn off my video. M. Drake,
turning to that next section, the geol ogical review of
your piazza application, will you review for the
exam ners that section of your testinony starting at
t he bottom of page three and provi de a general
overvi ew of the geologic -- the stratigraphy in the
area as well as the target injection zone?

A Adam vyou're -- you're freezing up on ne.

Q Apol ogi ze.

MR. RANKIN. M. Examner, may | ask --

THE W TNESS: Adam can you hear ne?

MR. RANKIN: | can hear you just fine.
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M. Drake, maybe try turning --

THE W TNESS: Okay. For sone reason,
your video's freezing up for ne.

MR. RANKIN: Yeah. 1've turned it off
now. M. Drake, will you try turning off your video
and see if that will help?

THE WTNESS: |'mgoing to -- |I'm going
to do that. | did. GCkay. | did.

MR. RANKIN. Ckay. M. Exam ner,

M. Padilla, any questions about turning off his
video? | just -- for making sure we can get
testinmony, I'mturning it off.

MR. PADI LLA: That's --

THE HEARI NG EXAM NER BRANCARD:. Al |
right. | mean, | can hear both of you just fine, but
pl ease proceed.

MR. RANKI N:  Okay.

BY MR, RANKI N:

Q So, M. Drake, just to reiterate, | asked
you to resune your testinmony fromyour pre-filed
statenent on page three where you di scuss the geol ogic
overview of the area and the injection zone in
particul ar.

A That is correct.

Q Ckay. W1 you -- can you provide a brief
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overview of the stratigraphy, the formation tops and

t he geol ogy around the proposed injection zone?

A | -- yes, that is correct.
Q You may not be hearing ne. | may be
breaki ng up, but I'masking you to -- yeah, to provide

a summry now, just a short summary.

A Yes. On page four, the tops are shown. We
are using offset wells for correlations. W have
a -- aset top that runs fromthe Tansill at 2,660
down to total depth at 5,400. The G orieta Formation
woul d be penetrated just above the top of the TD, but
we woul d not conplete in the Jorieta. So our San
Andres interval wll be 4,125 to 5, 410.

Q And is Exhibit C3 a copy of the
cross-section that you prepared identifying the
stratigraphy in the area and the wells that you used
to create that cross-section?

A Yes. Yes, it is.

Q Referring to that exhibit, M. Drake, can

you just review for the exam ners the geol ogic seals
that will, in your opinion, contain the injection
fluids within the proposed injection interval?

A Yes. The exhibit shows -- yes, the exhibit
shows four wells. The far left is our Sosa di sposal
well, the second to the left is our Rhino disposal
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well, the third well is one of the original Chevron
wat er supply wells and then the one on the right is a
well that was originally drilled deep enough to
produce fromthe Blindberry [ph], which is below the
San Andres and then | ater plugged back. So we do have
three deep logs. They are in reasonable proximty.
That gi ves us geologic control.

We see -- in the interval that is shaded
purple-gray is the San Andres interval. W see that
there are very | ow porosities, anywhere from 180 to
220 feet of boundary and seal at the top of the San
Andres. We feel like this is a nore-than-adequate
amount and we feel that it is upheld across the field
by both geol ogi ¢ and engi neeri ng dat a.

Q M. Drake, you, in your written testinony,
provide a brief summary or a summary of the geol ogic
basis for your determnation that it provides an
effective seal between the overlying Gayburg
produci ng zone and the underlying saline aquifer zone
within the San Andres. WII| you please just briefly
sunmari ze the geol ogic and engi neering basis for that

determ nati on?

A Adam | | ost you again.
Q Well, | thought that was a great question.
M. Drake, let me know. |I'mgoing to try to say it
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agai n, but basically please sunmarize, if you
woul d -- breaking up, huh?

MR. RANKIN: Well, M. Exam ner,
wonder -- it's up to you, | guess, of course, but
since we're having a little bit of a internet
sl omdown, if maybe since it's noon, we take a quick
break and then resune after |unch.

THE HEARI NG EXAM NER BRANCARD: That
woul d be fine. | guess | would say in contrast to
your first witness, M. Rankin, this witness's witten
testinmony is nmuch nore detail ed.

MR. RANKI N:  Yeabh.

THE HEARI NG EXAM NER BRANCARD: So |
don't know that you have to go through it with a great

amount of questioning because there's a | ot of detail

for us to | ook at.

MR. RANKIN: There is.

THE HEARI NG EXAM NER BRANCARD:

So -- but yes, technical difficulties are a problem
here and, M. Drake, can you hear the rest of us?

THE WTNESS: | can hear you
occasionally as, for sone reason, the video is
freezing up. | have -- | have checked ny equi pnent.

It -- I"mnot finding anything, but occasionally, | am
getting just a loss of signal.
Page 148

Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.veritext.com



© 00 N oo o b~ wWw N

O T N R R N T
o A~ W N P O © 00 N O 0o M W N +—, O

MR. RANKIN:. Well, maybe, M. Exam ner,
we could take a short break and resune. Maybe
M. Drake can try to log off and | og back on. That
maybe resol ve the problem and then we can pick up.
But | wonder if we maybe try to do that over the | unch
hour and then cone right back. And | will pick up ny
review of M. Drake's summary because | do agree that
his testinony is fairly detailed and if the Division
I's happy with a higher-|evel summary, we can speed up
that -- his testinony.

THE HEARI NG EXAM NER BRANCARD: Yeah.
| think that would be helpful. | do think it's a good

time for a lunch break. Wy don't we get back here at

one and go fromthere? And, M. Drake, | hear you
| oud and clear, so there's not a -- you're not having
a problemtransmtting. So maybe -- yeah, maybe shut

It off and turn it back on. W knows? All right.
So one o' clock Muntain Daylight tinme, be back.

(OFf the record.)

THE HEARI NG EXAM NER BRANCARD: So
anyway, where were we? | believe this is the hearings
of the New Mexico O | Conservation Division in the
af ternoon of Septenber 15, 2022, and we are on case
22626. W are in the direct case of Goodni ght

M dstream and the witness is M. Drake. M . Ranki n,
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you want to try this again?

MR. RANKIN. Thank you, M. -- yes, |
will, and I will try to speed up with -- and with
perm ssion, | may enploy the use of sone |eading

questions only to facilitate the speed and the review,
but his testinony will stand obviously as his witten
testimony. Wth that perm ssion, | will proceed,
M. Exam ner --
THE HEARI NG EXAM NER BRANCARD: Pl ease.
MR. RANKI N: Yeah.
BY MR. RANKI N:

Q M. Drake, can you hear ne okay?

A Yes, | can, and | apol ogize for earlier.

Q It's all your fault. | know. | think we
|l eft off -- I'mjust kidding because this happens al

the time. We left off reviewi ng your testinony, which
Is Exhibit Cin the exhibit packet that was filed wth
the Division, and approxi mately page four of your

witten testinmony. We were discussing the geologic

overview of the area of injection and the stratigraphy
of the overlying zones and the injection interval in
particul ar.

VWhere we |eft off and started having
connectivity problens, | had asked you to briefly
provi de an overview of the geologic seal and barrier
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and evidence for the geol ogic seal and barrier between
the Grayburg and the San Andres. Rather than have you
take the time to provide a restatenent of your witten
testinmony, I'll sinply ask does your testinony provide
a basis for your opinion that there's a geol ogic seal
between the Grayburg and the San Andres zones?

A Yes, it does.

Q And is that determ nation based on the -- on
geol ogi ¢ evidence as well as engineering evidence that
you review in your testinony?

A Yes, it does. There is both.

Q And your testinony reviews the basis for
your determ nation that the San Andres will be a -- in
your opinion, an ideal injection zone due to the

significant depletions of water, saline water, that

were produced fromthat zone through the history of
t he Euni ce Monunment South Unit.

A Yes, it does.

Q And your testinony, continuing on page SiX
and seven, identifies the specific geologic nature of
the -- the geologic barrier between the G ayburg and
San Andres as well as the geology conprising the
i njection interval and the San Andres itself.

A Correct. Yes, it does. It describes the
barrier. 1t tal ks about what we see in terns of
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pressures above and pressures below are different and
t hey have stayed different for 30 years. They've not
equi | i br at ed.

Q And noving on to your testinony on page
seven, your next topic of testinony is a nore
detailed, closer ook at the geologic barriers that
you've identified isolating the San Andres injection
Interval fromthose that -- the G ayburg that
overlies; is that correct?

A Yes.

Q And during the course of that testinony, you
refer to Exhibits C4, C5 in that portion of your
testinony?

A Yes. That is a cross-section that |
assenbl ed that | ooks at wells in Section 21 and there
is a produci ng Yates Seven River Queen gas well that
Is 300 feet fromthe Rice Engineering EME SWD L21. A
very large water -- volune of water has been injected
into the L21 and the Ransey, which is the shall ow gas
wel |, has not produced any water in the |last 20 years.

Q And your C5 Exhibit is an overview of the
six water supply wells that were operational for the
unit and a reconstruction of the ampunts -- the
vol unes of water that were produced fromthose wells;

correct?
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A Correct.

Q Movi ng to page nine of your testinony in
Exhibit C. The next section of your testinony is a
di scussi on of underground sources of drinking water
and freshwater and in that section of your testinony,
you have provided a witten statenent confirm ng that
you' ve done a geol ogi c and engi neering review and
confirmthat, in your opinion, there'll be
no -- there's no connection or conduit between the
I njection interval and any sources of freshwater or
dri nking water.

A Yes, that has been provided. W did do that
review and shallow -- or the depth of freshwater is up
around 200 feet, and our casing programw ||
adequately isolate that.

Q Okay. And that statenment's Exhibit C6;
correct?

A Yes.

Q And on page ten of your testinony,
you -- the next section is addressing your
determ nation that injection will not result in waste
or inpair correlative rights or interfere with the

EMSU operations; is that right?

A That is correct.
Q And in this section of your testinony, you
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revi ew what you understand to be the basis for
Enpire's objections based on their subm ssion to the

Di vi si on and have eval uated the avail abl e evi dence and

data, including what was produced to Enpire -- |'m
sorry -- to Goodnight fromEnpire; is that correct?
A Yes.
Q And this section of your testinony

essentially provides a detailed analysis of the
publicly avail able data on the Division's website as
well as the information and data that Enpire provided
to confirmthat, in your opinion, there is no history
of oil production fromthe injection interval within
t he San Andres?

A That is correct. We did -- Goodnight did an

extensive research. W did not find any wells

produci ng fromthe injection water supply interval,
the interval that we intend to use. W did |ook at
Enpire's objections and we found that their references
to San Andres oil were all in the G ayburg.

Q And in your evaluation, you al so | ooked at
whet her or not the San Andres is capable of producing
oil?

A We have not found any evidence of the San
Andres' ability to produce oil.

Q And you're tal king about within the area of
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the injection well in -- that's the area of your
anal ysis; correct?
A Qur analysis is for the interval that we
wi |l dispose into, which is equivalent to the water
supply interval
Q And so this section of your testinony,
basically from page ten all the way to the end,
i dentifies the docunents that were produced to
Goodni ght by Enpire as well as the publicly avail abl e

i nformation and confirns, in your opinion, that

there -- again, that there's no inpairnent of
correlative rights or that injection wll not result
in waste and will not otherwse interfere with unit

oper ati ons.

A Yes. We feel confident that there's a
62-year history of water being injected into the San
Andres inside and outside the unit. [It's continuous
operations over that entire period of tinme and we
don't see any indication of danage by any of those
wel | s.

Q M. Drake, |I'mgoing to point out a couple
m nor details that | think will assist everybody that

we need to just correct or clarify in your testinony.

A Okay.
Q Okay. |I'mgoing to start on page 44 -- or
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rat her paragraph 44 of your testinony on page 16 of

Exhi bit C.

A Okay.

Q If you look in the m ddle of that paragraph,
t he sentence that begins, "It is operated by Enpire as

a produced water injection well," you see that

sent ence?

A Yes.

Q The next sentence says, "As reflected in
Exhibit," and then there's nothing witten. It says,

"The EMSU #1 SWD'; you see that?

A Yes.

Q Shoul d that -- should there be a "C-8"

i nserted after that word "exhibit" in that sentence?

A That is correct.

Q Okay. And then on the next page on
paragraph 46, in the m ddle of that paragraph, do you
see where the sentence begins, "As reflected in
Goodni ght Exhi bit C5"?

A Yes.

Q Shoul d that reference actually be to Exhibit

C8?
A You're correct. Yes.
Q And then on the next page, paragraph 51, do
you see that sentence -- the begi nning of that
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par agraph that says, "Enpire also asserts in the
comments included with the well log in this exhibit
that the EMSU #462"; do you see that portion of the
sent ence?

A Yes.

Q Is it correct that after the word "exhibit"
shoul d be inserted "C-18"?

A Yes.

Q Okay. Thank you.

MR. RANKIN. M. Exam ner, just for the

record, we identified these epigraphical issues
I nadvertently left off or typos yesterday and so we
filed and served M. Padilla revised exhibits. Two
other things | guess | should say with the -- in
addition to these issues that we just identified in
M. Drake's testinony, we identified two m nor issues
in two exhibits.
BY MR. RANKI N

Q M. Drake, if you would turn to what's been
mar ked as Exhi bit C8.

A Ckay.

Q Do you see the entry that refers to the Rice
EME SWD 33M wel | ?

A | do.

Q Which is bel ow the headi ng that says, "San
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Andres operated by others."

A Yes.
Q In the colum that's titled, "Volune of
water injected,"” is that the correct projected vol unes

based on your cal culations for that well?

A It -- it is not. M spreadsheet had a
m sappointed cell and the 46 mllion barrels is
actually incorrect. It was |ooking at the wong cell

and that the estimated total injection should be 58. 8.

Q Okay. And you prepared and we have
submtted and filed revised Exhibit C8 that reflects
that correction; is that right?

A Yes, we have.

Q Okay. And then another correction on

exhibits. M. Drake, if you would turn to

page -- Exhibit C18 in your exhibit packet. Now,
this -- et nme know when you're there.

A Okay. | have it.

Q So this is a -- an exhibit that was produced
to Goodnight from Enpire that you have nodified by
addi ng sonme text -- a text box in the top right
corner; is that correct?

A Yes.

Q And these -- this text box includes
your -- sonme of your initial -- or not initial, but
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sonme of your responses to the information and the
exhi bit that you received fromEnpire; is that right?
A Yes.

Q Now, in the third paragraph down fromthe

top of that text box, do you see where it says -- it
begins -- the sentence begins, "On average, the
Grayburg"?

A Yes, and it says, "It is 400, "and there
shoul d be a greater than sign or the words "greater
than 400" and it is mssing fromthe sentence.

Q Okay. And did we -- did you prepare an
updated exhibit that we filed as revised Exhibit C18
yest erday?

A | believe we did.

Q And that includes that change that you
noti ced was i nadvertently excluded, but should have
been in the --

A That is correct.

Q M. Drake, did you either prepare or receive
or are the exhibits either from D vision records or
obtained fromEnpire in production of -- in response
to production, did you either prepare or oversee the
preparation of Exhibits Cl1 through C20 in your
self-affirmed statenent?

A Yes, | did.
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MR. RANKIN: At this tine,
M. Exam ner, | would nove the adm ssion of Exhibits C
and attachnments Cl through C20 for the record.

(Goodni ght M dstream 22626 Exhibit C

was marked for identification.)

THE HEARI NG EXAM NER BRANCARD:. Ckay.
And this is your corrected versions?

MR. RANKIN: Thank you, M. Exam ner.
Yes, | would nove the corrected versions of C8 and C18
into the record, which were filed yesterday and served
to M. Padilla, and the original Exhibits C and Cl
t hrough C20 with the correction of C8 and C18.

THE HEARI NG EXAM NER BRANCARD: Ckay.
| -- all right. | see C8 in our file. 1'll assune

the other one is there, too. All right. Any

obj ections to these exhibits?

MR. PADI LLA: M. Exam ner, no, | don't
have an objection to these exhibits. |[|'ve just had a
hard time following all those corrections. So |
assune that | have them

THE HEARI NG EXAM NER BRANCARD: You're
not the only one. So you -- M. Rankin, you also had
corrections to the testinony.

MR. RANKIN: Correct. There were three
m nor corrections that, if it's convenient -- if it's
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preferable, we can submt a revised statenent that
corrects -- nmakes those corrections. They were just
references to exhibits, but we can make that
correction and subm<t a revised statenment from

M. Drake.

THE HEARI NG EXAM NER BRANCARD: Wel |,
and also fromM. Alleman. You also had corrections
to his testinony.

MR. RANKIN: There were two. Just
I nstead of referring to Exhibit C1 and C2, it should
be Bl and B2. So if that's preferable, we can make a
correction to his statement to reflect those corrected
ref erences.

THE HEARI NG EXAM NER BRANCARD:

M. Goetze, do you have a preference?

THE HEARI NG EXAM NER GOETZE: No, | do
not .

THE HEARI NG EXAM NER BRANCARD:. Al |
right. Well, please submt the corrected versions.

MR. RANKIN: Yeah. We'IIl do that.

THE HEARI NG EXAM NER BRANCARD: And
when you do, put a piece of paper on top that
i ndi cates what you're filing.

MR. RANKIN:  Okay.

THE HEARI NG EXAM NER BRANCARD: That's
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hel pful .
MR. RANKIN: Okay --
THE HEARI NG EXAM NER BRANCARD

O herw se, there's just paper in the file and we're
having to figure out where this paper cane from

MR. RANKIN: Okay. We'Il meke a cover

pl eading -- clarify. So with that, M. Exam ner, we
nove the adm ssion of those exhibits. | believe
t hey' ve been accepted. We'll file cover pleading that

identifies and corrects the testinony for each of the

W t nesses. And | think with that, | am-- |

further direct questions for M. Drake and we'll pass

hi m for questioning by the Division and M. Padill a.

THE HEARI NG EXAM NER BRANCARD: Thank

you. |'Il start with M. Padill a.
CROSS- EXAM NATI ON
BY MR. PADI LLA:
Q Good afternoon, M. Drake. Let ne direct

your attention to Exhibits C and 4.

THE HEARI NG EXAM NER BRANCARD:
M. Padilla, I'"'mhaving a little hard tinme hearing

you. Would you m nd maybe speaking --

have no

MR. PADI LLA: Sure. Sure. Sorry. |
was | ooki ng down.
/1
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BY MR. PADI LLA:

Q M. Drake, let nme direct your attention to
Exhibits C3 and C4.

A Ckay. C3 first?

Q C3 first. You testified that there were
barriers that prevented mgration of waters, as |
understood it, fromthe San Andres to the G ayburg and
Penrose; is that your testinony?

A Yes.

Q Are you saying that the San Andres -- the
barrier between the San Andres and the Grayburg is

absol utely inperneabl e?

A Yes.

Q And did you -- is that an opinion or is
that -- did you do any core analysis for that?

A We did not have access to any core. W're

usi ng cal cul ated porosities fromlogs, we're using
el evated gammma ray when present and we're using the

fact that the pressures are different and we feel that

the pressures are the strongest data set we have.

Q Now, where did you take those pressures?

A VWhile drilling, we were able to hold a
conplete colum of nud as we passed through the
Grayburg and into the top of the San Andres. Qur
drilling nmud was in at 10.4 and out at 10.4. \Wen we
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passed out of the San Andres barrier, highlighted as
purple, the top purple band on Exhibit 5 -- or 3 -- on
Exhibit 3, we lost conplete circulation as we passed
out of the barrier. At that point, we could not hold
a 8.3-pound water fluid. So we're basically drilling
with brine and still could not hold fluid. The fact
that that changed so abruptly once we canme out of the
barrier tells us it is a barrier.

Q So do you know why you | ost circul ation?

A Yes.

Q Can you expl ain?

A The San Andres was depleted by the water
supply wel | s.

Q Doesn't that indicate a potential for
m gration of wall through that area where you | ost

circul ati on?

A No.

Q When did you drill here?

A VWhen did we drill the well?

Q Yes.

A The well was drilled -- | believe it's 2018.

Q And you're now applying for saltwater

di sposal ?

A | don't understand the questi on.

Q Well, what well -- let me ask this first:
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What well did you drill in 20187
A We drilled the Snyder Rhino.
Q Wher e?
A In Section 17.
Q Is that inside the unit area?
A Yes.
Q What formation did you drill to the -- that
wel | ?
The total depth?
Q No, to what formation? Yeah. Well, yes.
Where did you conplete that well?
A It is currently conpleted in the San Andres.
Q And are you di sposi ng of produced water in
that well?
A Yes.
Q And what -- do you have an agreenent with
XTO about drilling that well?
A No.
Q What right did you have to conplete that
well in the San Andres?
MR. RANKIN:. M. Examner, | object to
t hat question. |It's really outside the scope of the
Division's authority, which is getting into |and and
title issues.
MR. PADI LLA: Well, it's within the
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unit boundaries, as he testified, so | think it's a
fair question.

THE HEARI NG EXAM NER BRANCARD: Wl |
" mnot sure a geol ogi st knows about |egal rights,
but --

MR. PADI LLA: |If he knows.

THE HEARI NG EXAM NER BRANCARD: If he
kKnows.

THE W TNESS: Can you restate the
guestion so that | can attenpt an answer?
BY MR PADI LLA:

Q Bel i eve ny question was what rights did you
have to drill that well to the San Andres Formati on
conpleted as a saltwater disposal well?

A We have a surface use agreenent.

Q From whonf?

A M Il ard Deck Estate.

Q And | suppose you're contending that the San
Andres in this area is poor space; is that correct?
A Yes. Yes. There's poor space, yes.

Q Has anybody determ ned that this is poor

space or is it just your conclusion?

A | do not understand the -- | don't
under st and what you' re asking.
Q ' masking for -- you're basing your right
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to have drilled this particular well based on a
surface use agreenent and you're contending that you
don't need perm ssion fromthe unit operator; is that
fair?

A That is correct.

MR. RANKIN:. M. Examner, | guess |'I|
just kind of interject here and object to the |ine of
questioning if it's going to continue this way because
| think the Division has already ruled that that issue
I's not before the Division currently. The question is
whet her or not the injection will interfere with unit
operations, cause waste or otherw se inpair
correlative rights. |It's not about whether they have
the right as a unit operator to exclude any other oil
and gas operations.

THE HEARI NG EXAM NER BRANCARD: Yeah.
| think we're getting a little outside the scope of
this hearing and also a little outside probably this

w tness's expertise frankly.

BY MR. PADI LLA:

Q M. Drake, have you exam ned order R77657

A | -- I couldn't hear.

Q Did you exam ne the order formng the unit
area?

A Yes.
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Q And tell nme what are the vertical limts of
the unitized interval?

A Hydrocarbon is unitized fromthe top of the
Grayburg to the bottom of the San Andres.

Q Do you know whet her Goodni ght has any
ownership interest in the unitized interval?

A | do not have any specific information.

Q Having a hard tine reading the | egend at the
top of Exhibit C3, but is that the water supply well
that was nentioned this norning by M. Goetze and is
within the half mle circle?

A It is a different water supply well. This
Is the 461. The other well was the 462.

Q How about the fourth well shown on that

Cross-section?

A That's the EMSU 278 and it is in Lot A of
Section 9.

Q Is that within the 5-mle circle?

A The how - -

Q The half mle circle.

A It is not.

Q Are any of these wells in the -- located in
the half mle circle?

A The 461 woul d be.

Q And which is that? The first well?

Page 168
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.veritext.com



© 00 N oo o b~ wWw N

O T N R R N T
o A~ W N P O © 00 N O 0o M W N +—, O

A That is the third log, counting fromthe
left.

Q Let me refer you to your Exhibit C6 and have
you explain to ne what kind of hydrologic
I nvestigati on you' ve nade.

A Qur investigation included identifying what
the freshwater zones were, where they were | ocated and
If we could identify any faults that we felt could be
conduits to fluid notion, novement, and we did not
find any.

Q And that investigation was limted to
freshwat er anal ysi s?

A No. No. Freshwater is a key part and that
Is up above the salt, very shallow in the wells, but

fluid mgration between zones, and in particular

bet ween the saltwater aquifer San Andres and the
hydr ocar bon oil Grayburg, was al so investigated and we
did not identify any faults.

Q So this is just a report that you nade, as |
understand it; correct?

A Yes.

Q Ckay. Now, |looking at Exhibit 7, what's the
pur pose of that?

A This is a docunment that was filed with the
original case, 8397. It's shown as Exhi bit 5. It was
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filed in 1984. And there is a paragraph on page three
where it identifies that the producing formation is
Grayburg and | ower Penrose and that the San Andres is
non- productive and for the supply of water to the

f1 ood.

Q So does this inply that you can inject into
the San Andres without any restrictions or wthout
perm ssion fromthe unit operator?

MR. RANKIN: Yes, M. Exam ner, |'l]
object as kind of the same |line of questioning that |
think that we've been objected to previously that
doesn't really touch on the topics at hand today.

MR. PADI LLA: This -- M. Exam ner,
this is an exhibit and |I'm asking questions based on
the exhibit. He highlighted, on page three,

i ndi cati ng non-productive San Andres Formation and
he's testifying that this was, as | understand it,
created in 1984.

THE HEARI NG EXAM NER BRANCARD: But
you' re asking whether that gives themthe right to
drill?

MR. PADI LLA: Yes.

THE HEARI NG EXAM NER BRANCARD: Wel |,
the witness can try to answer it. | don't see how he

can, but
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THE WTNESS: | don't know that there's
any rights associated with that docunent. That wasn't
t he purpose of or intent of the docunentary. It was
to show that even at the tine of the formati on of the
unit, no one was claimng the San Andres produces oil.

BY MR PADI LLA:

Q Sonewhere in here in the exhibits, you
I ndicate -- | think your report says that ROZ, or
residual oil zone, is not present in -- within the

unit; is that what you' re saying or concluding?

A No.

Q So what was determned in 1984 doesn't
necessarily translate to 2022 in terns of oil
possibilities; isn't that right?

A That is right.

Q Have you done an analysis of a unit for ROZ
within the boundaries of the unit?

A | didn't hear the |ast part.

Q Have you done an anal ysis of ROZ potenti al
within the boundaries of the unit?

A We have done an evaluation of the ROZ
potential of the San Andres.

Q And what have -- | conclude from your
testinony is that you disagree that there's any ROZ

potential there.
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A We feel it's been disproven by the |arge
vol une of water extracted by the six water supply
well s where over 300 mllion barrels was taken out
with no oil production. That volunme is adequate to
see ROZ oil if it was present.

Q And that's just an analysis; is that right?
Woul dn't ROZ potential be nore apparent in tertiary
recovery?

A O extrenely | arge vol unes.

Q But that potential may be there; isn't that

right?

A No. It was 20 years of production with no
oi | .

Q I n paragraph seven of your testinony, the

| ast full sentence there states, "By targeting these
depl eted reservoirs, we avoid adding to the risk of

I nduced seismcity through deep injection into the
Devoni an and instead target zones such as the San
Andres where there has been substantial depletion

t hrough the decades of water production to supply

water for water floods." How many Devoni an wells do
you operate -- does Goodni ght operate?
A Ri ght now, we do not operate any
Devonian -- well, no, that's not true. W have -- we
have two Devoni an in Texas.
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Q None in New Mexico?

A We do not.

Q So you're saying there you target San Andres
formations that are depl et ed. Have those formations,
San Andres targets, have they been treated with carbon
di oxi de, CO2?

A We did not conplete any wells with CQOR2.

Q Well, you're saying you target depleted San
Andres Formati ons.

A In this -- in the Llano setting, we see the
hundred m | lions of barrels that have been extracted,
depleting the San Andres as an opportunity to put
wat er back in the ground at very | ow pressures.

Q Do you know i f Goodni ght nmade any attenpt to
amend order R7765 to exclude the San Andres Fornmation?

A | -- no, we did not. W have not done that.

Q Par agraph eight, | think you' re saying that
you need this disposal well in order for others to
benefit from saltwater disposal; is that the way
you -- am|l correct in the way |I'mreading that?

A We have an active system W have an active
custoner base. They are adding wells all the tine.

We are growi ng our opportunity here and | try to keep
our wells and permts out in front of our need because

|'d rather have a smaller anmount of -- of water going
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to a larger nunber of wells, which is why our wells
are not at capacity. So we are trying to distribute
that | oad over a |larger area.

Q And that benefits the operators of wells who
don't have an interest in the unitized formation;
doesn't it?

A The interval we're injecting into is not
part of the | eased prem ses.

Q The San Andres is not part of the |eased

prem ses; is that what you're saying?

A The water interval is not part of the |eased
prem ses.

Q Well, I'"mnot going to argue with you about
that as you could just -- M. Rankin is going to
obj ect on ownership, so I'll not get into that.

Now, at paragraph 35 of your report, you
state that, "Once a bubble point pressure is
rel eased -- is reached, then a reservoir is no |onger
a candi date for ROZ play because the reservoir energy
needed to drive a residual oil zone play has been | ost
to depletion.” Wuld a CO2 project or tertiary cover

change that concl usion?

A No, it would not if no oil is present.
Q Well, with new techniques, it could be
present; correct? | nean, just because it hasn't been
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produced for oil in the past doesn't mean that based
on new technology that it can't happen; right?
A No. No. This is nmore of a physics
situation. The water's been taken out,
mllions -- hundreds of mllions over a |long period of
tinme, and no oil was present.
Q You will agree that there is a ROZ play in
sout heast New Mexi co and Texas; correct?
A Yes.
MR. PADI LLA: M. Drake, | think I
don't have any further questions for you. Thank you.
THE HEARI NG EXAM NER BRANCARD: Thank
you. M. Coetze?
THE HEARI NG EXAM NER GOETZE: Good
af ternoon, M. Drake.
THE W TNESS: Good afternoon.
THE HEARI NG EXAM NER GOETZE: So first
guestion. Considering how you've clustered these

wel I s together, which you're going to propose to add

this one, what kind of npdeling have you done to
assess the cunul ative effect in the sense
that -- historically, we just |ooked at these one by
one and this is proving to be a fatal flaw in our
review process. Are we still seeing a radial flow of
I njection or are we seeing sone sort of flow
Page 175
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.veritext.com



© 00 N oo o b~ W N P

N T T N N T e e e R R R N T e
o A W N P O © 0O N O 0o~ W N +—» O

direction? What kind of conditions are we seeing in
the reservoir as denonstrated by the drilling of the
Rhi no?

THE W TNESS: We have no indications
t hat anyt hi ng has changed at this tinme, that the
amount of water that has gone in has been accepted by
the reservoir w thout changing any flow
characteristics. Thisis a-- as | -- as | said
earlier, the transm ssivity across the area is quite
good. We do not have a standing colum of fluid yet
in our wellbores, so we have negative pressure at the
surface. When we shut in, we do not have a ful
colum in our tubing.

We do | ook at our injection profiles.
Most of our wells are -- well, all of our wells are
currently operating between negative 5 PSI and 150
PSI. So at this point, we don't have the -- any
i nformation that says radial flow has changed in any
way. We are very fortunate that our instantaneous
shut downs are on vacuum w thin seconds and so we
really don't have a falloff test to eval uate.

THE HEARI NG EXAM NER GOETZE: Do you
think that the injection is reaching beyond the

1/2-mle radius that we use for determ ning

correlative rights and notification?
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THE W TNESS: We've not injected enough
volunme to be that far out. W have massive thickness
and long intervals of porosity. So the near well bore
porosity can mathematically account for all of our
I nj ection.

THE HEARI NG EXAM NER GOETZE: So in
your application, you're tal king 25,000 barrels a day
average and 40,000 barrels max and you do this with
all of your wells in this group. 1Is this sonething
you see as eventually the operation of these wells?

THE WTNESS: | do not. We have bri ef
peak | oad requirenents fromour custoners. They do
fl owbacks. They have a | arge nunber of wells that
will conme online all at once and it does create peak
| oad problens for us. | believe there is an exhibit
in there that shows, for our disposal wells, what
their total volunme that's gone in the ground and then
al so what their average is and their |ong-term average
or lifetime average is significantly |ess than what
we' ve applied for.

Yet there are nonents in tinme, usually
not nore than three days, when a fl owback begi ns that
we can hit those rates. W'Ill get to 31,000 or 36,000

a day for 24 hours or 72 hours and then the rates wll

fall off rather quickly as the flowbacks cone to an
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end.

Very good.
| have wt

you provid

you. Well
| awyer, to
experience
formation,

| at eral as

filling a

| ong verti

conti nuous

THE HEARI NG EXAM NER GOETZE: Ckay.
And technically, that's all the questions
h regards to the permt and the information
ed. Thank you.
THE HEARI NG EXAM NER BRANCARD: Thank
, how you leave it to ne, M. Coetze, the
ask the dunb questions. So from your

and given the -- what you know about this

do you expect the flow fromthis well to be
opposed to -- or vertical?

THE WTNESS: | think we're -- we're
cylinder to start with. W have a -- a very
cal interval

THE HEARI NG EXAM NER BRANCARD: Ckay.
THE W TNESS: And the porosity is

over bl ocks of, you know, 100 feet or nore

in the well and there's, you know, an upper, mddle
and | ower porosity interval. | believe that we w |
fill that in a cylinder wal king out away fromthe wel
over tine.

THE HEARI NG EXAM NER BRANCARD: Any
| dea, say, 20 years from now how wi de that radius wll
be?

THE W TNESS: | do not. You know,
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the -- the work that we've done is based on | ooking at
and nodeling the water com ng out because that's a

| ong-termflow and a | ot of data. And what we saw was
that the wells were capable of their sane initia
rates, you know, eight years later. They were 27,000
barrels a day on day one and they were 27,000 barrels
a day on day -- you know, end of their life.

So in order for you to pull that nuch
wat er out and have the transm ssivity of the formation
be able to refill it so that you can then pull that
much water the next day, that is an amazi ng anount of
I nt erconnect ed pour vol une. So as a result, | think
the reservoir has a really elastic capability where it
can di sperse energy and then | don't think that we
will over-pressure things for a really long tine.

THE HEARI NG EXAM NER BRANCARD: Wl |
l"malso trying to get a sense of -- | think as
M. Goetze tried to ask the question whether you're
going to go beyond the area of review at any point in
time with that volume of injection.

THE W TNESS: Well, | would have to
make a cal cul ati on of what that volunme is and when we
woul d reach it.

THE HEARI NG EXAM NER BRANCARD: Ckay.

What's the distance fromthe piazza well to the Rhino
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wel | ?

THE WTNESS: Rhino is in the northeast
guarter of 17 and piazza is in the -- near the center
of the south half of 9, so that's over a m|le.

THE HEARI NG EXAM NER BRANCARD: Ckay.
Because those sections are catty-cornered.

THE W TNESS: They're catty-cornered.

THE HEARI NG EXAM NER BRANCARD:. Al |
right. So | guess we've -- we're -- for nme, this is a
whol e new experience to | earn about ROZ, R-OZ. You
seemto have two theories about -- if | read your
testinmony -- why ROZ oil is not present, at |least in
any significant amounts here, and let nme try to run
t hem by you.

One seens to be that because there's
been a huge amount of water withdrawn fromthe San
Andres around this unit with really no significant oil
contained with that water, that that's an indication
that there's no significant amounts of oil in the San
Andr es.

THE W TNESS: That is correct.

THE HEARI NG EXAM NER BRANCARD: Ckay.
And the second theory seens to be that all these ideas
that we have | ots of papers about about how ROZ is

created or whatever have certain sort of origina
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conditions in play that no | onger exist in this area
because of all the water that has been w thdrawn and
all the water that has been injected into this area.

THE W TNESS: That is an inportant part
of it, yes.

THE HEARI NG EXAM NER BRANCARD:. So
those are your two theories as to why ROZ -- RO Z,
sorry -- is not really -- is "doubtful", I believe is
t he word you used.

THE W TNESS: Correct.

THE HEARI NG EXAM NER BRANCARD: Ckay.
So is the assunption then that this oil, which seens
to have been pushed by water according to the theories
|'"'m seeing in these reports, that that oil is somehow
still part of the water. So therefore, when you
produce water, you're going to get the oil; you're
assum ng that?

THE WTNESS: |'msorry. | didn't
follow the -- where -- where we're going --

THE HEARI NG EXAM NER BRANCARD: Wl |
you produced -- you're saying we've produced all this
water fromthis formation with l[ittle or no oil.

THE W TNESS: Yes.

THE HEARI NG EXAM NER BRANCARD: So are
you assum ng then that this oil is somehow
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I nterconnected with that water when it does exist?

THE WTNESS: In -- in an ROZ where oi
I's being recovered?

THE HEARI NG EXAM NER BRANCARD: Yes.

THE W TNESS: That you have
mul ti-phases present in the reservoir and the relative
permeability is such that in the first part of
production, relative permprefers water novenent, but
as you de-water, sone of the oil wll becone nobile.
In our setting, we've already de-watered and no oi
becanme nobile.

THE HEARI NG EXAM NER BRANCARD: COkay.
So then -- | think M. Padilla was sort of trying to
get at this. Then why would you do a tertiary
recovery, CO2 injection, to get the residual oil out
if the oil is already part of the water?

THE W TNESS: You're tal king about an
oil field -- tertiary recovery in an existing oil
field?

THE HEARI NG EXAM NER BRANCARD: | n an
ROZ. Isn't that the basic way of recovering ROZ is to
use CO2 injection?

THE W TNESS: The difference -- the

di fference between what you're saying and what |'m

saying is you're assumng you're in an oil field to
Page 182
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.veritext.com




© 00 N oo o b~ wWw N

O T N R R N T
o A~ W N P O © 00 N O 0o M W N +—, O

start with. W' ve proven this isn't one.

THE HEARI NG EXAM NER BRANCARD: \Wel |,
l"mtrying to figure out if this is one. So |I'm
trying to figure out what the conditions are if this
was one.

THE W TNESS: So you're asking me if |
can concl ude that we've gone far --

THE HEARI NG EXAM NER BRANCARD: |f you
are in an ROZ, which you -- | nmean, it seens |like
you're -- you would use CO2; is that -- that's what
| " m hearing, that these articles are saying you'd use
CO2 injection to get the ROZ out, the residual oil.

THE WTNESS: |If it was present. Yes,
you can do that if the oil is present.

THE HEARI NG EXAM NER BRANCARD: Yes.
Yes. Right. Oay. So |I'm wondering why you would do
that if you're claimng that the oil should have been
part of the water when the water was taken out.

THE W TNESS: Because you shoul d get
sone of it. We've reached -- this reservoir, this one
ri ght here, reached bubble point. So that's a point
where gas starts becom ng nobile inside of a liquid
solution, like popping the can off of a soda.

THE HEARI NG EXAM NER BRANCARD: Okay.

THE W TNESS: This reservoir reached
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that point. It got there. It got to a |ow enough
pressure that if oil was present, it would have noved
even without CO2. CO2 just gets your recovery up.
THE HEARI NG EXAM NER BRANCARD: Ckay.
Thank you. You've answered ny question. Thank you.

THE W TNESS: M apologies if | was

sl ow - -

THE HEARI NG EXAM NER BRANCARD: No, I'm
the slowone. I'mthe lawer. All right. | think
that's the questions | have. Did you -- do we have

any nore further, M. Rankin, follow up?
MR. RANKIN: | just had one question
because | think I want to nmake sure the record's
cl ear.
REDI RECT EXAM NATI ON

BY MR, RANKI N:

Q M. Drake, | think -- do you recall when
M. Padilla was asking you -- I'mgoing to pull up the
paragraph. Because | think you guys may have been
tal ki ng past each other a little bit. | think it's
par agraph 35; okay? Let nme know when you get to 35 in
your --

A | have it.

Q Okay. M. Padilla was asking you about the

fact that you're using the word "depletion" here and |
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think he was tal king about a m neral depletion or
hydrocar bon depletion | believe. |I'mnot going to put
words in his nmouth, but | think in this paragraph,
you' re tal king about just volunme or |iquid depletion,
pressure depletion, fromthat zone; is that right?

A Yes, that is right. Fluid was
pulled -- fluid was pulled out and therefore, the
reservoir is depleted. That's how | nean it.

Q Yeah. Because in a separate response, your
position is you believe that there is no mnerals,
hydrocarbon mnerals, in this zone. So when you talk
about depletion, you're tal king about the depletion
you just described, not m neral depletion.

A Yes.

MR. RANKIN. Ckay. | have no other
guestions for M. Drake.

THE HEARI NG EXAM NER BRANCARD: Thank
you. Anything el se for Goodnight, M. Rankin?

MR. RANKIN. M. Exam ner, just one
itemthat | neant to nmention to you and to
M. Padilla. W have a -- an exhibit, a self-affirned
statenent fromnme, reflecting that we provided notice
to Enpire by certified mail. Qur |egal assistant was
out of the office until this week and so | coul d not

find the proof of the mailing and so we were not able
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to provide that.

['"'m-- it's been submtted and |'m
happy to put a cover pleading on it, but | just -- and
obviously it wasn't an issue nevertheless, but |I'm

happy to make that part of the record properly by
submtting a cover pleading to reflect that we have
provi ded notice to Enpire of this hearing today and
that they actually received it and can make that part
of the record.

(Goodni ght M dstream 22626 Exhibit D

was marked for identification.)

THE HEARI NG EXAM NER BRANCARD: So
you' re saying you have a late filed exhibit?

MR. RANKIN:. OF all the things,
M. Examner. O all the things. | stand for --

THE HEARI NG EXAM NER BRANCARD: St and
for a noodl e whipping.

MR. RANKI N: Yeah.

THE HEARI NG EXAM NER BRANCARD: Al |
right.

MR. PADI LLA: |'mglad you caught that,
M . Exam ner.

THE HEARI NG EXAM NER BRANCARD: Any

obj ections? Hearing none, your self-affirnmed
statenent -- yes, but if you could just refile that
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with a cover

put it with a pleading cover.

ri ght now, our case file is just full of pieces of

paper. Al right. | think we are on the case for

Enpire. M.

statenent a while ago. | don't know if you want to

expand upon i

I ssues in thi

interest of tinme, |'ll defer opening statenent.

so we know what these things are.
(Goodni ght M dstream 22626 Exhibit D
was received into evidence.)

MR. RANKI N: It's Exhibit D and we w |

THE HEARI NG EXAM NER BRANCARD: Because

Padilla, you had sort of an opening

t.
MR. PADI LLA: M. Exam ner, | think the

s case are clear. | don't -- in the

THE HEARI NG EXAM NER BRANCARD: Ckay.

And your w tness?

MR. PADI LLA: At this tinme, we'll cal
Eugene Sweeney. M. Sweeney, are you there?

MR. SWEENEY: | am

MR. PADI LLA: Okay. Please state your
name.

MR. SVIEEENEY: Eugene Sweeney.

THE HEARI NG EXAM NER BRANCARD: Ckay.
Let's swear M. Sweeney in. M. Sweeney, | can't see
you, but I'Il assune that your right hand is raised.
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VWHEREUPON,
EUGENE SVEENEY,
call ed as a witness, and having been first duly sworn
to tell the truth, the whole truth, and nothing but
the truth, was exam ned and testified as follows:
THE HEARI NG EXAM NER BRANCARD: Thank
you.
DI RECT EXAM NATI ON
BY MR. PADI LLA:

Q M. Sweeney, you've detailed, in your direct
testi nony, your experience and education. Can you
briefly state those for the hearing exam ner --

A ['"'m-- I"msorry, M. Padilla. You -- you
were fading out a little bit there. | didn't hear.
Can | do what, please?

Q Let me try a little higher.

A That's -- that's good.

Q Can -- ny question was even though you have
filed your credentials as a petrol eum engi neer in your
testi nony, can you please tell the exam ner and
M. Goetze your educational background and your work
experience in the oil and gas business?

A Certainly. Thank you. | graduated fromMT

with a nmechani cal engi neering degree in 1989. |

subsequently have two nmaster's, one in petroleum
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engi neering from  Texas A&M | amcurrently the COO of
Enpire. Previous to that, | was a VP of well
i nterventions at CUD and prior to that, | had a gl obal
operational role at BP and then prior to that, | had
vari ous engineering jobs and -- in -- in the oil and
gas and chem cal industries.

MR. PADI LLA: We tender M. Sweeney as
an expert witness in petrol eum engi neeri ng.

THE HEARI NG EXAM NER BRANCARD: Any
obj ecti ons?

MR. RANKIN. No objections.

THE HEARI NG EXAM NER BRANCARD: So
admtted. Thank you.
BY MR. PADI LLA:

Q M. Sweeney, you prepared a self-affirned
statenent; is that your true and correct testinony
that you're going to provide under oath today?

A It is.

Q M. Sweeney, tell us about the objection
that Enpire has in this case. | don't want you to go
into detail. Just tell us generally what the nature
of the objection is.

A Sure. So Enpire -- you know, Enpire is the
operator of the Grayburg San Andres Formation in the

EMSU and the -- the request to inject this massive
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amount of oil into the mddle of that formation from
whi ch we are produci ng hydrocarbons and which we

i ntend to produce hydrocarbons across the entire
interval will be affected by that.

Now, this is not a theoretical exercise for
us and it's not a joke for us. This is a play that
we' ve spent a |l ot of noney on and a lot of tinme
devel opi ng and -- and appraising and we're -- we're
currently -- as far as the ROZ and tertiary
capability, it's sonething that's on the table for us,
it's sonmething that was delivered to us within the
mar keting materials and that we reviewed and that we
al so have presented to investors.

We've got a |lot of smart investors
who -- who agree with us that there is a |ot of
potential here. W' ve bet our noney on this as
a -- as a play. This is not sonething that we're
just -- that's a theoretical exercise for us; okay?

| have personally seen, within the interval
as we have produced it, how -- how well -- how nuch
there is crossfl ow and how nmuch comruni cati on and
channeling is across our unitized interval here. So |
do not accept any argunents that -- that we
can -- that anything is conpartnentalized directly in

that field. And part of the exhibit that's -- all of
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the exhibits that | showed were in support of what |'m
telling you right now.

Q Now, do you have any specific -- well, first
of all, let me correct sonething you said. You talked
about injection of oil. You mean injection of
produced water; correct?

A I njection of produced water. |'msorry.

Q | interrupted you just to nmake that
clarification, but when did you buy -- when did you
purchase this water flood operation?

A Last year. The beginning of |ast year.

Q And | take it -- what have you done in the
| ast year in terns of the water flood itself?

A So -- so we began with -- we, you
know -- with just --

MR. RANKIN. M. Examner? |'msorry.

THE W TNESS: Yes.

MR. RANKIN:. | have to interject to
object. | -- it's fine to have summuari zed
M. Sweeney's testinmony, but |'mnot sure that this
question is going to elicit testinony that was already
provided in his direct testinony, and | object if it
goes beyond that.

MR. PADI LLA: Well, I could ask a whol e
bunch of |eading questions and ask himthat way. |
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t hi nk |

THE HEARI NG EXAM NER BRANCARD:

M. Padilla, is t

MR. PADI LLA: It is. |

to el aborate on i

THE HEARI NG EXAM NER BRANCARD: Al |
right. You can go ahead a little bit here. | can see
that M. Sweeney was not able to give us an incredibly

detailed witten
answer questions
it.
BY MR PADI LLA:
Q So, M.
property in 2021
time in terns of
And then you can
done in terns of

A Yeah.

the water fl ood,

know, surface facilities of course,

RTPed, or
mechani ca

started tackling

t hat are preval ent throughout the whole EMSU fi el d

al l owed you to do that w thout

returned to production,

probl ens that were in the well,

I nterruption.
his part of M. Sweeney's testinony?
just want him

t sone nore.

testinony and, M. Rankin, you can

If you'd like -- ask questions about

Sweeney, Enpire purchased this

and what have you done during that
under standi ng the water flood itself?
el aborate |l ater on on what you have

the San Andres potenti al.

Well, so when we -- when we took over
we began with mechanical risks, you
but we -- we

a lot of the
but then we

the water flood confornance issues

and -- and the -- the AGU and -- and the MCB fi el ds.
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And what we found was that there is a | ot
of -- 1 -- 1 can inject into one well and I don't see
a pressure response into two of the offsets, but into
anot her one, |I'll see everything comng and -- or
a -- awll that's even bypassed that's going further
down. So that's one of the things we've been studying
and we' ve been -- we've been addressi ng and wor ki ng
on. So it just speaks to how conplex the geonmetry and
the channeling is in -- throughout this field.

And, you know, we -- we did a literature
review and one of the -- one of the papers that
| -- had -- had provided as an exhibit that we had
tal ked about earlier talks -- you know, basically
confirms all of what we've seen in this field, and

that's basically that they -- they had early

br eakt hrough, no -- none of the -- all of the
engi neers who -- who started the work on this
field -- and, you know, when Chevron began water

flooding it, they -- they got early breakthrough,
exactly contravention to what they were anticipating,

but it's the way the field -- the -- the way the field

behaves.
So, you know, we talked a little bit
or -- or, you know, discussion was had about hol di ng
pressure in the field and things like that. | could
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show you -- you know, we've seen in -- in workovers on
one well where we don't hold a -- a foot of fluid
above -- above the perforations, but then in another
where we have pressure at surface.

Soto tell -- you know, | don't -- | don't
want to get too far into it, but to -- to try to say
that there's no conpartnentalization or anything
Is -- is wwong. And | cannot -- there is nothing |
can tell you about the field that 700 wells, plots
that we have across this acreage, that one or two or
five or even ten or 20 wells are going to tell you
t hat exi st throughout all of them

Q Does that include the San Andres Fornmation?

A The San Andres Grayburg is the formation
we're tal king about. It -- this is a unitized
formation, the Grayburg San Andres Formation, that we
operate and which we purchased, yes.

Q Now, you have -- there's been an issue
rai sed about relying on papers witten by third
persons as hearsay. Wy would you rely on a report by
the Society of Petrol eum Engi neers?

A l"msorry. What would | rely on for -- for
what, M. Padilla?

Q On a paper authored by engineers fromthe

Soci ety of Petrol eum Engi neers.
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A Well -- well, of course. Any -- you know,

nost of the tinme when you begin a literature review on

an oil field, it starts with SPE papers and of -- of
course it's -- it's, you know, it's -- it's not
hear say.

And, you know, and -- and, you -- you know,
so literature -- we've done literature review. W' ve
had our -- we have our own subsurface teamthat has
| ooked at -- you know, that |ooks at the
formations -- you know, our productive horizons.

We' ve al so have third-party studies that we've done
and they do not -- you know, that's what we're
going -- that's -- those are the people that |'m

| istening to on this one.

Q There's been a contention by Goodni ght that
you did not produce -- that you were hol ding back sone
docunments and not disclosing those; is that accurate?

A It's not. The only -- you know, of course
there are proprietary and trade secrets that are
al ways an issue that we want to get reviewed before
we -- you know, wanted to see if there's anything
proprietary in a -- a release we're going to nmake, but

of course | wouldn't hold anything back fromthe

court -- or fromthe conm ssion.
Q So those various exhibits that are listed in
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your testinony, how did you use themin your
eval uati on of concluding your testinony?

A Well, you know, the -- the coment was made
that | wasn't -- that | didn't refer to them | think
| referred to all of the exhibits. One of them you
know, regarding the -- the marketing materials that
was provided to us prior to our purchase was -- you
know, cane from Exxon. Exxon did a | ot of review
They did a | ot of review on the ROZ and in fact, when
we bought this property from Exxon, they demanded, as
part of the sale, that 4 percent -- that they take a 4
percent override on any production that we get off of
a tertiary recovery.

So | think that, you know, speaks
pretty -- pretty well to any -- any discussion on
whet her or not we want to nake bets on whether or not
there's a ROZ potential in this field.

Q How do you view the ROZ potential in this
field?

A W -- we viewit as a -- as a cornerstone of
our strategy that we're going to appraise it at | east.
You know, a -- a project starts at appraisal, goes to
sel ect, define and execute. W're in the appraisal

stage right now and |'m not junping to, you know,

saying a definition or an execution. W' re appraising
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W're -- we -- we're -- we feel confortable
that we're going to be able to have a -- a very | arge
production from across the whole interval, including
the bottominterval, and we're going to -- you know,
that was -- we're -- we're confident that it's going

to be aligned with what was marketed to us by Exxon
and that I showed in sone of those goods and that was

al so studied by Chevron prior to that.

Q You listened to the testinony of M. Drake
with regard to | ack of potential for ROZ or residual
oil zone. What's your take on that -- on his
testinony?

A My take on his testinony that -- is that
that's his opinion. |It's purely specul ative and,
like -- like you nentioned, theoretical. | have
other -- our -- our own subsurface team and |'ve had
other reviews that say there's -- there's plenty of
potential on the order of basically conpany-nmaker type
potential in that -- in -- in what you would define as
a -- as a residual oil zone.

Q Does that include the San Andres Fornmation?

A That -- that includes the -- the whole
formation that -- that we have unitized, the -- whole
formati on of the Grayburg San Andres, which is our
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formation that's been unitized.
Q To your know edge, has anyone from Goodni ght

approached you or approached Enpire about its wel

proposal ?
A W -- we did have one discussion with Enpire
a -- a while back earlier where they had wanted to

talk to us about their proposal when we had gone -- |

don't know what the termis -- non-consent or -- or
asked that it -- you know, we disagreed with their
proposal and we -- we had -- had a neeting with them

virtual nmeeting.

Q You said you had a contact by Enpire. You
mean by Goodni ght; right?

A By Goodnight. |'msorry. Yes.

Q So what is the ultimte conclusion that you
have reached with regard to the application?

A The ultimate conclusion is that we -- we
strongly disagree with and -- and are agai nst them

you know, allowing to inject a massive anmount of water

into our unitized formation. W think it's going to
af fect our hydrocarbon production -- or we're
confident it's going to affect our -- our ultimte
hydr ocar bon production fromthe -- fromour unitized
formation.
Q Did you review the cross-sections that
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M. Drake submtted with regard to barriers between

the San Andres and the Grayburg Penrose?

A | did not reviewit. | mght have seen it
the first tine we -- before we had that first neeting,
but, M. Padilla, | have not | ooked at it again.
| -- I knowit's been -- you sent it out, but I

haven't had the opportunity to |ook through it again.
Q M. Drake testified that there was an

| nper neabl e base -- correction -- barrier between the

San Andres and the Grayburg. Wat do you concl ude

fromhis testinony?

A | think that's his theoretical concl usion,
but -- but what we're looking at is reality. | |ook
at -- | look at reality every day out in -- in the

EMSU field and | see that there's a |ot of channeling,
there's a |l ot of communication. | have wells that
are -- that are holding a full colum of water or oil.

| have injectors that take water on a vacuum just as

he was describing, at all levels of -- of
the -- at -- at all depths and | have others that are
pressured up. So | -- | do not agree with his

conclusions at all.
Q Do you have any information yourself other
t han | ooki ng at pressures and that sort of thing from

well to well?
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A Well, I -- yeah, | had -- in discussions
with Cobb, which is, | nentioned, one of the -- you
know, our third-party reports. You know, in regards
to this field, Cobb is a -- a well-known reservoir
engi neering conpany and they did a ot of work in this
field. They've told me that when they unitized it,
part of the reason why it was -- why they chose the
dept hs they did was because they thought there was
good -- there was communi cation across the whole
I nterval .

Q Meani ng the Grayburg San Andres Formations?

A Yes, across the whole interval that we have
uni ti zed.

MR. RANKIN. M. Exam ner, | object to

that testinony. | believe that's straight-up hearsay

about what sonebody el se --

THE W TNESS: Hearsay? |'ve heard it.
They told it to ne.

THE HEARI NG EXAM NER BRANCARD: Thank
you. We'll allow that.
BY MR PADI LLA:

Q So | conclude from your testinony that

you're just sinply against any injection into the
unitized formation -- the unitized interval fromthe

top of the Grayburg to the bottom of the San Andres.

Page 200

Paul Baca Professional Court Reporters 505.843.9241
A Veritext Company www.veritext.com



© 00 N oo o b~ wWw N

O T N R R N T
o A~ W N P O © 00 N O 0o M W N +—, O

A That -- that we are not controlling as an
operator. W spend a lot of tine trying to bal ance
the flood and, yes, so -- so that's true as far as
sonebody el se comng in and just injecting whatever
rates and -- and volunes they want to.

Q Do you have anything further to your
testi nony, M. Sweeney?

A | -- not at this tine, M. Padilla. Thank
you.

MR. PADI LLA: We ask the witness
and -- for admi ssion of his testinony together wth
the exhibits that he relied on in order to nmake his
concl usi on.

(Enpire New Mexico LLC 22626 Exhibits

Unknown were marked for

i dentification.)

THE HEARI NG EXAM NER BRANCARD: Thank
you.

MR. RANKIN. M. Exam ner, |'d just
restate our objection to the sane exhibits on the sane
foundati on and argunents that we presented previously.

THE HEARI NG EXAM NER BRANCARD: Thank
you. We'Il admt the exhibits as submtted and I w |
pass the witness to M. Rankin.

/1l
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(Enpire New Mexico LLC 22626 Exhibits

Unknown were received into evidence.)

MR. RANKIN. M. Examiner, with all due
respects, it's been a little bit since lunch and I may

need to take a short break and | wonder maybe

the -- others do too, but if it's perm ssible
that -- | nean, escape ny desk for -- just for a few
nonents and return to conduct the across, 1'd

appreciate it.

THE HEARI NG EXAM NER BRANCARD: Al |
right. |s 2:35 okay?

MR. RANKI N:  Yep.

THE HEARI NG EXAM NER BRANCARD:. Al |
right. We'll be back at 2:35.

MR. RANKI N. Thank you.

(OFf the record.)

THE HEARI NG EXAM NER BRANCARD: |Is
M . Sweeney avail abl e?

THE WTNESS: | am

THE HEARI NG EXAM NER BRANCARD
Excellent. So | believe we were all wondering whet her
M . Rankin had any questions.

MR. RANKIN. Well, | do.

THE HEARI NG EXAM NER BRANCARD: Al |

right. Please proceed.
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MR. RANKI N:  Thank you.
CROSS- EXAM NATI ON

BY MR. RANKI N:

Q M. Sweeney, nice to nmake your acquai ntance.
|"m going to put ny screen up so you can see me, but
if | have connectivity issues or if you do, | may take
my screen off. Looks like it's not working anyway
right now, so I'll go ahead and take it off. But I'm
going to ask you sonme questions and if you have any
probl ens hearing ne or don't understand a question |I'm
aski ng, please don't hesitate to ask ne to restate it
or rephrase it. And if, due to the technol ogi cal gaps
here between you and nme, virtual format, if you can't
hear nme, just ask me and |I'I|l repeat it for you; okay?

A Under st ood.

Q | understand that you're qualified as an
expert in petroleum engi neering; correct?

A That's correct.

Q But you're not seeking to be qualified and

not qualified to testify as a petrol eum geol ogi st

t oday?
A That's correct.
Q You're relying on your subsurface experts in

the conpany and third parties for your subsurface

geol ogi cal recomendations; is that correct?
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A To -- for -- for ne to make deci sions on the

field, yes. Not for ne to -- to render an expert
opinion to you. | -- 1 nean, they're not here. |I'm
not sure | understand what -- the question regarding
t hat .

Q My question is sinply in order to perform
your operations at the unit, you're relying on others

for their geol ogic experti se.

A Yes. That's correct. Yes.

Q It's not sonething that you possess
your sel f.

A That's -- that's correct. | -- | know -- |
know enough to -- to be able to make decisions on it,
but I'mnot an expert that | would -- so | -- | do

rely on nmy subsurface team that's correct.

Q Okay. Now, about the acquisition of the
unit, when you -- | understood you to say -- | think
I n your testinmony actually you say it was acquired
second quarter of 2021; is that correct?

A Yes.

Q And is that when the purchase actually
cl osed?

A l"'m-- |I"mnot sure, M. Rankin on the date
of when it closed. Yeah.

Q Ckay. Do you know when Enpire assuned
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operations of the EMSU? And |I'mgoing to refer to the
Euni ce Monunent South Unit as the EMSU; okay?

A Sure.

Q When - -

A Yeah, it was in -- it was in May that we
t ook over operations.

Q In May.

A But -- okay. Yes.

Q And was there a transition period between
when Enmpire acquired the property and when Enpire
assunmed conpl ete operations of the EMSU?

A There -- there was. | -- | went out there
for -- for a while while we were handi ng over.

Q What was that transition period? Do you
know?

A It's on the order of weeks, not nonths.

Q So it would have been in the tinme frane of
May to June 20217

A Probably nore like April -- April-WMay.

Q So as chief operating officer, your
responsibilities at Enpire include the operations of
t he EMSU?

A That's correct.

Q And you're the one who's in charge of
over seei ng EMSU operati ons?
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A l'"msorry, sir. Overseeing the what
operations?

Q EMSU operati ons.

A Yes, ultimately. I'"'m-- I"mnot -- | do not
reside in New Mexi co.

Q Got it. I'mgoing to -- are you able to see
my screen, M. Sweeney, if | share ny screen so you
can see an exhibit?

A | could pull it up, yeah.

Q Okay. |I'mgoing to ask you to | ook
at -- it's your exhibit. [It's Exhibit C which is
t hat an Enverus wel | depth sheet.

A Ckay. | don't -- okay. One second. Yeah.
Yes. Ckay.

Q Are you able to see your -- this on your
screen now?

A Yes.

Q So this wasn't prepared by Enpire; right?

A No, it's from Enverus.

Q Okay. But it -- my understanding is it
aggregates public information that's avail able from
the Division's raw files; correct?

A That's correct.

Q And so this information was ot herw se
publicly available on the Division's website?
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A [t's -- it's publicly available. [I'm
not -- | -- | would imagine so. I'm-- |I'mnot sure
exactly where they pulled everything, but it should
be.

Q And is it your understanding that this

accurately reflects the well history for the 200H

wel | ?

A Where does it -- where -- well, not the part
that you're showing there. |If you -- if you go down,
it'll show the history of it.

Q Well, this entire report. [It's 14 pages;
okay --

A Okay. Yeah. So this -- this whole report
does, yeah. Not this screen, but yes, the whole
report does.

Q The whol e report does. Okay. And so yeah,
you agree with nme that it's an accurate
characterization or summary of the well information
for this 200H wel | .

A Yep. Yes.

Q Ckay. Now, in your testinony, you state
that this 200H well is one of the best producing wells

in the unit; correct?

A Yeah, it's a high priority well for us.
Q And as -- because it's a high priority well,
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you're famliar with the well history and background
on this particular well?

A Yes.

Q And in your testinony, you state that it's
currently open and producing in the San Andres
I nterval ; agree?

A | do say that, yes.

Q Is that still your testinony?

A Yes. And ny testinony is |ike what | said
earlier, is they -- they -- the formation that
we -- that -- there is one formation. It's the
Grayburg San Andres.

Q Ckay. But you're not a geol ogist and you
don't have the ability to determne that; right?

A | -- 1 do not have the -- | do not have the
expertise to pick tops of reservoirs. | just know
what -- what I'mtold, like | said, fromthe
subsurface and that's --

Q Okay.

A And | -- and | have enough know edge t hat
when |'m producing froma formation, that it's -- a
unitized formation is equivalent across it as far as,
you know, capability to produce. | could produce
across that whole formation.

Q Okay. Well, let's |look at this docunent

Page 208

Paul Baca Professional Court Reporters 505.843.9241
A Veritext Company www.veritext.com




© 00 N oo o b~ wWw N

O T N R R N T
o A~ W N P O © 00 N O 0o M W N +—, O

then. On the first page of the docunent, it
talks -- it identifies the true vertical depth of this
well. It's a horizontal well; correct?

A It is.

Q And that -- the TVD, or true vertical depth,
of this well is noted here as being at 3,785 feet;
agree?

A Yep. Yes.

Q Now, the next well -- next page |I'mgoing to
flip to here shows -- and it's hard -- a little hard
to see, but as |I understand it, this graph, this
chart, is the graphical representation of the vertical
portion of the wellbore in blue down to the
approxi mate depth, the TVD, where it kicks out and

becomes a horizontal well out to the total depth or

| ength of the well out here; right? Correct?

A Yes.

Q Okay. And once it hits the TVD of about
3,785 feet, it stays at that depth through the entire
conpl eted horizontal lateral of that well; correct?

A That's what's shown there, but we know from
the well file that it's actually purposed.

Q So this is not an accurate representation or
is the scale not great enough to --

A Probably the scale's not great enough.
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Q But the total vertical depth that we just

di scussed, that's the total true vertical depth of

this well. 1It's not any deeper than that; correct?
A It's -- it's not any deeper than that.

Il -- 1 wouldn't think so. That -- that should be

what's -- what's reflected in the well, yeah.

Q Thank you.

A But -- yeah.

Q Now, this well was not originally a
hori zontal well; agree?

A It was not originally a horizontal well, you
sai d?

Q Ri ght .

A Yes. That's correct.

Q It was originally drilled as a vertical well

back in 1936; correct?
A That's right.

Q And then in 2011, it was reconpleted as a

hori zontal well; correct?
A That's correct.
Q Now, |ooking at -- I'mgoing to scooch ahead

here; okay? A couple pages and | want to point out
that -- you see this heading where it says, "Wl
tests,"” about the m ddle of the page?

A Can you -- yes.
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Q Ri ght here?

A Yes.

Q Now, that -- looking at this section here,
It talks about -- it identifies the production from
this horizontal well; agree?

A Yes.

Q You see on the far right colum where it
identifies the test formation fromwhich the well is

produci ng?

A Yes.

Q You see that it says the Grayburg?

A Yes.

Q It does not say the San Andres; does it?
A It does not.

Q Now, you agree with me then that this well
is conpleted and producing fromthe G ayburg and not
the San Andres?

A |"'msaying -- I'm-- 1 donot. I'mtelling
you the Grayburg and San Andres are the sanme formation
and I'Il -- 1"l further say that -- what | said in ny
report, that it provides valuable information
regardi ng the exploitation of the San Andres.

Q It does provide valuable information. [|I'm
going to ask you about that a little |ater; okay?

A Yep.
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Q I want to find out about what that val uable
information is and why we didn't get it when we asked
for it. I'mgoing to pull up another exhibit here;
okay? And it's been marked as Goodni ght Rebutt al
Exhibit E. Can you see that on ny screen?

A | can.

Q Okay. This is fromthe Division's well file
for the 200H wel | .

A Yeah.

Q Are you -- let ne know when you can see it.

A Yep. |I'msorry. Say that again, sir.

Q This is fromthe Division's well file for
the 200H well, the one that we're discussing.

A Yes. Yes. Yes.

Q You're famliar with this well file;
correct?

A Yes. Let ne see. Yep. "Full nane,
Grayburg San Andres." Yes.

Q Okay. You see it identifies the well by API
nunber ?

A Yes.

Q Ckay. So you agree with ne this is the
correct docunent for this well? It's a well
dedi cation -- well |ocation and acreage dedi cati on
flat that was filed back in 2011; you see that?
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A Yes.

Q Okay. So what this is is this is the
original APD that XTO filed when they sought to
reconplete this well as a horizontal well; okay? Are
you famliar with this docunent?

A Not intimately, but it |ooks famliar, yes.

Q Now, in this docunent, do you see that, on
t he second page |'ve got highlighted here, it
identifies the total vertical depth for this
hori zontal well?

A Yes.

Q This is proposed because this well hasn't
yet been drilled at this tinme; you understand that?

A " msorry. Say that again, sir.

Q That depth is as proposed because at this
time this was filed, this well was not drilled yet; do
you agree?

A Yes.

Q Now, as part of the APD, XTO who was the
operator at the time, filed this docunent indicating
the formation tops that the well was going to traverse
in the vertical portion of the well bore and through
the horizontal portion; do you see this as item nunber
two on the page before you?

A Yes.
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Q Ckay. So you see here that XTO, the
operator of the unit and the well at the tine,

i dentified each of the formation tops fromthe Rustler
down to the Grayburg, which |'ve highlighted, and
identifies the top of the Grayburg as being at 3,628
feet; do you see that?

A | do.

Q Do you see that XTO has -- did not identify
any formation tops for the San Andres because the well
does not penetrate the San Andres? Do you see that
t here?

A | see that they do not list the San Andres.
| do not see that it says anything about that it
doesn't exist there.

Q Okay. But you agree with nme that the
formation top is not listed on --

A It is not listed. | -- 1 agree that it is
not |isted.

Q Okay. And it identified the target for the

hori zontal well as being at approximtely 3,760 feet;

correct?

A | see that, yes.

Q You al so agree that the notation at the
bottom of that page reflects that the -- that XTO was

targeting hydrocarbons at the Grayburg? You see where
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It says, "Hydrocarbons at Grayburg"?

A Yes.

Q They have not identified hydrocarbons at the
San Andres; did they?

A They -- they do -- it's -- | agree that it
says, "Hydrocarbons at Grayburg." | do not agree -- |

do not know what they -- what they found or didn't

find or

In fact,

"Grayburg San Andres.

the distinction because of that.

Q

pool and a formation in New Mexico?

A | do and | know that we're in a unitized
formation that -- that contains the Grayburg San
Andres, and it's called the G ayburg San Andres.

Q Ckay. That's your understandi ng?

A That is my understandi ng.

Q Okay. And the rest of this exhibit,

M. Sweeney, just reviews the proposals; okay? And
just for your information -- and I'll just going to
scroll through it real quick and I'"m not going to
spend any tinme on the rest of it, but I just -- | wll

poi nt out for the exam ners, for their information,

-- or made a distinction about the San Andres.
at the top of the docunent, it says,

So they're probably not making

Do you understand the distinction between a

that it does review the history of the well as an
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original vertical well and reflects that it was -- its
original conpletion date and identifies the

top -- rather the total depth of the vertical portion
of the well; okay?

And then for the remai nder after the
Pat hfi nder report for the horizontal portion, it does
identify the rest of the elenents of the proposed
hori zontal well, but that's -- those are the topics |
wanted to touch on with you, M. Sweeney.

A Okay. And if | could add sonething, too. |
know that in the NMOCD conpletion report, that -- that
they state, "Grayburg San Andres."

Q Let's pull up the conpletion report; okay.
This is my next exhibit, Exhibit F. This is also from
the Division's well files for the sane well. Do you
see that it identifies the 200H as the --

A | do. Yes.

Q Okay. And this is the conpletion report
that was filed with the BLM subsequent to the wel
being reconpl eted as a horizontal well. Are you
famliar with this docunent?

A | -- I know that on -- that on it, it said
that it was -- | -- | do renenber seeing that it said

that it was Grayburg San Andres, yes.

Q Ckay. So sanme thing. It identifies the
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pool; right? And identifies it as being the G ayburg
San Andres; agree?

A | -- | see that it says that, yes, Gayburg
San Andres.

Q And t hen down here on item nunber 18, box
18, it identifies the total vertical depth as drilled
as being at 3,778 feet; agree?

A Yes.

Q Okay. So I'mgoing to scroll down through
here and we're going to again identify the formation;
okay? The geol ogic formation, the producing interval
that XTO identified here in this conpletion report to
the BLM And you'll see here -- do you agree with ne
that they've identified the G ayburg as the interval
that was conpleted by this well?

A That's what it says there, yes.

Q Thank you. And then you'll see here on
the -- as a matter of the well conpletions, that they
actually identify the intervals that were perforated
and conpleted and you'll see -- do you agree with ne
on item nunber 30 that they have identified the well
as having traversed the Yates Seven Rivers Queen and

Grayburg Formations? Do you agree?

A Can you hear ne?
Q No. M. Sweeney, are you there?
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A Can you hear ne?
THE HEARI NG EXAM NER BRANCARD: Now
we -- we can hear you now. M. Sweeney? Now we can't
hear you, M. Sweeney.
MR. RANKIN: Are you there,
M. Sweeney? One of these days, we'll get back to

doing this in person. M. Sweeney, can you hear nme?

Mar | ene,

unmut ed.

M. Padil

W t ness?

M. Sweeney? He |lit up there for a second.

THE HEARI NG EXAM NER BRANCARD:
have we | ost the w tness?

MS. SALVIDREZ: | see his nane and he's
So maybe he can get off and get back on.

THE HEARI NG EXAM NER BRANCARD:

| a, do you have any contact with your

MR. PADI LLA: Yeah, | can call.
THE HEARI NG EXAM NER BRANCARD:

MR. PADI LLA: [|'mgoing to nute nyself.
THE W TNESS: Can you hear ne now?

THE HEARI NG EXAM NER BRANCARD: Yes.
THE W TNESS: Can you hear ne now?

Yes.
THE HEARI NG EXAM NER BRANCARD: Yes.
THE WTNESS: |I'msorry if you
gentlenmen -- | -- | couldn't hear you -- hear you
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gentlenmen. | had to drop out and dial back in.

THE HEARI NG EXAM NER BRANCARD: \Wel |,
success.

THE W TNESS: Yeah.
BY MR, RANKI N:

Q M. Sweeney are you still able to see the
screen?
A Yes.

Q Ckay. So | think the |ast place we left off
was | was just asking about this second page of
Goodni ght Rebuttal Exhibit F that is the second page
and the | ast page of this conpletion report. I|tem
nunber 30 on the report is intended to be all the
zones -- inportant zones of porosity and contents,

i ncluding the chord intervals and all drill stem
tests, including depth interval tested, cushion used,
time to open, so on and so forth.

And | was asking you whether you agree with
me that this report that was provided by XTO reflects
that the zones or intervals that were tested by XTO
when it drilled this well as a horizontal well include
t he Yates Seven Rivers Queen and Grayburg. Do you
agree with nme?

A Yeah, | -- | agree that that's what that

says there. |t says, "Grayburg," yes, that you
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hi ghl i ght ed.

Q And XTO did not include the San Andres as
being a formation that was tested; agree?

A Well, that's what it said on the BLMreport.
| know on the OCD, it -- it said, "Gayburg San
Andres." So | don't know if it was a clerical error on
their part or not, but I -- | could only go off of
this, you know, 11-year-old docunent that you got
there and | could tell you that that's what that says.

Q Okay. And | think previously, we
est abl i shed your understanding of the difference
bet ween a pool and a formation, and | think that's
ki nd of where we left it; right? So that's kind of
where we are between the two -- the distinction
bet ween a pool, which is referenced here in box nunber
10, and a formation that was actually tested, which is
I dentified here under box nunber 30.

Now, are you aware of any subsequent
reports, Division records or anything, that would
change XTO s determ nation that this well was
conpleted in the G ayburg?

A Am | aware of any reports that were -- any
Division reports that would say that -- different than
it was conpleted in the Gayburg outside of the

Di vision report that says, "G ayburg San Andres," and
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the -- and the depths? | -- | guess that's -- that's
what | would -- I'"mnot sure if there's anything
further, but | know that's what that states. And |
know t hat we had -- the interval of our hydrocarbons
Is across the full formation called the G ayburg San
Andres across this acreage.

Q Okay. But other than the Division record
t hat says, "Grayburg San Andres," and where it talks
about the pool or field, you' re not aware of any ot her
docunments that suggest this well is actually conpleted
in anything but the Grayburg?

A ['"'m-- 1 don't -- | don't know -- I'm-- |I'm
going to restate what | just said, that the -- the

docunment says, "Grayburg San Andres."” So for you to

say that that's the only -- the reason why they

wote -- called it the Grayburg is because it's the

Grayburg San Andres over this -- over this acreage.

| -- I don't know what -- what else | could tell you.
Q Okay. Very good. Very good. |I'Il nove on

fromthere. 1'mgoing to pull up another exhibit

here; okay? And this is -- this has been marked as

Goodni ght Rebuttal Exhibit G M. Sweeney, do you

recogni ze this exhibit?

A | don't knowif -- | -- 1 don't renenber

seeing this. Like | told M. Padilla, | didn't | ook
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t hrough everything again. | -- | was traveling, but |
can look at it right now.

Q Well, M. Sweeney, I'll just represent to
you that this is a docunent, with the exception of ny
| abel on the top, that was produced to Goodni ght by

Enpire in response to our subpoena request.

A Oh, | thought this was -- | thought you were
saying this was sonething that you -- that was sent
from-- from Goodnight. |'msorry.

Q No, I"'msorry. This --

A Yes. Yes, | do know -- yes. What's that?
Q No, just -- I'msorry for the confusion.

A Yeah.

Q No, | just asked if you were famliar with

t his docunent.

A Yes. | didn't -- | just |ooked at the top
where it said, "Goodnight rebuttal,” and | -- |
assunmed it was a Goodni ght docunent.

Q Okay. So you are famliar with this

docunment; correct?

A Yes.
Q And you've previously seen it before today?
A | did.
Q Okay. Did you prepare this docunent?
A | did not.
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Q Ckay. At the bottom | eft-hand corner, do
you see where it says, "Ceol ogic Consultants"?

A | do.

Q Is that the group that prepared this
docunent ?

A | -- I imagine it is, yes. That's one of
our third-party geol ogi sts.

Q Ckay. So you -- | nmean, are you confortable
stating that's the case? Are they the ones that
produced and prepared this docunent for you?

A It -- yes, | am

Q Ckay. Now, are you aware, M. Sweeney, that
this particular well -- on this exhibit; okay? It
i dentifies the Eunice Monument South Unit #462 well.
Are you famliar with that well?

A | -- 1 nmean, I'mfamliar with -- with the
well. | don't -- not intimately, but yes, |I'm
famliar with it.

Q Are you aware that it was originally drilled
and operated as a water supply well that was conpl et ed
within the San Andres?

A lI'"'m-- 1 -- 1 wasn't -- |1'd have to go | ook
at the well file, but no, I wasn't aware of that.

Q Okay. And these tops -- | imagine -- as |
read this exhibit, the blue Iines here represent the
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tops of these formations; is that your understandi ng

as well?
A Yeah.
Q Ckay.
A Yes.

Q And do you know -- did Geol ogic Consultants,
did they identify these tops thensel ves?

A It -- it would have been them yes.

Q Ckay. Now | want to ask you were you
present for the testinony when M. Goetze was asking
about this particular well and about the current
condition of this well?

A | was.

Q Now, if the Division were to issue a

subpoena that would request the well file in

possession -- that Enpire has in its possession on
this well, will you provide us with a well file that
you have -- all the records that you have on this
wel | ?

A If the Division gives a subpoena, | wll

rely on our counsel to tell me what to do.
Q Yeah.
A But if he tells ne to do that, that's what

| -- that's exactly what | would do.

Q Ckay. And so | guess the preface to that
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guestion should have been, M. Sweeney, do you have a
well file that contains information on the status of
this well?

A l'"'m-- | am not sure about that.

Q Okay. But if any -- but if you -- during
the transition, did you receive docunents from XTO
that relate to the wells that you' re operating now in
the unit?

A We did and there were sone gaps in them
XTO had gone through a period of sw tching from paper
to electronic and -- and we -- we did have sone gaps.
We're actually trying to fill them So yeah, we -- we
have -- we have sone -- sone -- you know, sone
physical files out at |ocation and we have sone files
over, you know, electronically.

Q Okay. So sonewhere between electronic files
and physical files, whatever XTO conveyed to you is
what you have; correct?

A That's correct.

Q Okay. All right.

A Except -- you know, |'d -- |I'd prem se that
with of course any work that we've done oursel ves.

Q Okay. Very good. Now I'm going to nove
to -- now this was provided to us, but but didn't use

It as an exhibit today; right?
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A | -- I didn't speak to this slide, no.

Q Okay. I'mgoing to pull up my next rebuttal
exhibit, which is -- that's G | guess | need to go
to H Okay. Do you see on your screen what's nmarked
as Goodni ght Rebuttal Exhibit H?

A | do.

Q Okay. Are you -- and you just testified
that you weren't totally famliar with the nunber 462
well, but thisis, | can -- 1'll represent to you,
fromthe Division's well file on the 462 well. Do you
see here on box nine it identifies the #462 well?

A | do. Yes.

Q Ckay. Do you see also on this front page
here where |'ve highlighted that it is identified as a
wat er supply well ?

A | do.

Q Okay. And this was the original APD for
this well that was filed, and I'Il scroll down so we
can |l ook at the date, back in 1987; do you see that

down here in the bottomright corner?

A In 1987 -- | see 1987. You're asking nme for
t he date?
Q You agree with ne that it was --

A Five sonet hing, '87, yes.
Q Yeah. Yeah. |In the year of '87. Ckay.
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A Yes.

Q Al right. Now, on the next page of this
exhibit, do you see where the operator at the tine who
filed this application identified onits -- on the
sheet here, as required, the formation tops for each
of the geologic formations that the well was proposed
to penetrate? Do you see that?

A | see that, yes.

Q Do you see that the Grayburg is |isted here
as having a formation top in this |location at
approximately 3,705 feet?

A | do.

Q And do you see that the San Andres is |isted
as a separate formation having a depth at this
| ocati on of approximtely 4,200 feet? Agree?

A | -- I do. | -- yes.

Q And then you'll see here that this is just

an additional indication of water SANS that are

expected to be encountered during the drilling; do you
see that?

A “lI mportant water SANS," yes.

Q And again, they've listed the intervals,

i ncl udi ng the Grayburg, and separately the San Andres
with the approximate depths in the colums to the

| eft; agree?
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A Yes.

Q Now, | ooking at the next exhibit I

here, this is fromthe sane OCD well file for the sane

wel | . You see how it identifies the Eunice
South Unit #462 well; agree?
A Yes.

Q And again, this is for an application for a

permt to drill or re-enter the well; okay?
under stand that?
A Yes.

Q Are you famliar -- have you seen

docunent before or famliar with -- fromthe wel

file?

A |'"ve -- |I've probably seen it before. Do |

renenber the details init? | do not.

Q So this was filed -- | guess recei

Di vision back in April of 2012; okay? Do you agree

with that? You see the date here?
A I do.
Q Okay. So they were -- apparently,

to XTO here, they were seeking to convert the wel

froma water well to an oil producer; okay?

A Yes. Yes.

Q And in order to do that, they state here

that they're going to have to cenent off or

have

Monument

You

this

ved by the

accordi ng

Agr ee?

r at her
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I nsert a cast iron bridge plug; okay? CIBP at 4, 260
feet, closing off the current Grayburg San Andres open
hol e; agree?

A That's -- that's right. "The G ayburg San
Andres open hole," yes, | see that.

Q And they state that they're going to run
producti on casing down to 4,200 feet; agree?

A | do see that, yes.

Q And that's the top of the -- according to
the prior exhibits we've been |ooking at, that's the
top of the San Andres in this |ocation; agree?

A Coul d you go back to it just to double check
I f you want ne to agree to that? Down a little --

Q Do you see that?

A 4, 260.

Q What's that?

A No, it's not. They -- theirs's said,
"4,260," and this says, "4,200," so | don't agree.

Q What says, "4, 260" 7?

A well, that says, "4,200," and the -- the
application said, "4,260"; didn't it? You' re asking
me to confirmthat it was the same nunber.

Q No, | said that they're running production
casi ng down to 4, 200 feet.

A Oh, to 4, 200. Ckay.
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Q Ckay.

A But the cast iron bridge plug is set at
4, 260.

Q Yeah, but -- yeah, that's right, and | was
aski ng about the production casing; agree?

A Okay. Yeah. Gotcha.

Q Okay.

A So the production casing set at 4,200 and
the cast iron bridge plug set at 4,260, agreed.

Q Okay. And then they're going to -- they
propose to perf the Grayburg from 3,794 to 3,900 feet;
agree?

A Yes.

Q Okay. So the only portion of this proposed
production well that will be converted fromthe water
production well would be within the Grayburg within

this depth interval; agree?

A “"Perforate Grayburg from 3,794 to 3,900." |
don't know -- was there anything open from-- what's
at 4,260 besides -- | don't know if there's any

perforations before that or above that.

Q Ckay. But assum ng there were none, |
guess, would -- the only portion that woul d be open
for production would be this interval that they've

identified here; correct?
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A Yes.

Q Okay. Now, M. CGoetze points out that to
his knowl edge -- and | haven't gone through the entire
well file -- there's no docunentation to confirm
whet her this work was ever done and | was asking you
If we ask -- make a request for a production of
docunments that Enpire has in its records for this wel
t hat -- assum ng your counsel or agrees, that we would
be able to get a copy of whatever you have in your

possession relating to this well.

A Yes.
Q Ckay. Now, | want to talk nore specifically
now about the 200H well, the well that you've

identified in your testinony as a high priority well;
okay? You told us in your testinony that the well
provi des val uabl e i nformati on regarding the
exploitation of the San Andres; agree?

A That's right.

Q Okay. Now, the only information we got from
you when we asked for it -- okay? In the subpoena was
the Enverus -- let me find it -- an Enverus docunent;

okay? This is the only information that has any well
file informati on or production data or anything that

you've given us; okay? And you agree with nme that

this well was producing and testing, according to this
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docunment, fromthe G ayburg?

A That's right.

Q Do you have any additional information
regarding the ability of this well to produce fromthe
San Andres?

A So again, this -- this well is -- provides
val uabl e information regardi ng the exploitation of the
San Andres. There's a | ot of reasons why it does
that, partly because it was a re-entry for a
hori zontal well in the field and the production
history that it had associated with that. And as we
apprai se our options going forward, that's certainly
one of the ones -- one of -- one of the exploitation

pl ans that we woul d consi der.

| don't -- you know, as far as the
i nformation that we want to -- that -- that is
avai l able to share with you, there's -- you know, if |

have a correspondence internally with some of our

subsurface people on what we're seeing or what

we -- what we like or don't |ike about the production
fromthat well, I'mnot sure that | would even want to
share that and I -- that | would have to. That's not
part of the public record and | could value -- | could

view a lot of that as trade secret or proprietary. So

l'"mnot really sure what -- what you're asking ne to
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deliver to you.

Q Well, | guess, M. Sweeney, we asked for all
information that is in your possession; okay?

I ncl udi ng confidential proprietary information that
woul d reflect the ability of Enpire to produce --

A So | have to -- I'd -- I'd have to talk to
my counsel about whether or not | have to provide
proprietary or confidential information to Goodni ght
because Goodni ght is proposing that they want to

I nject 25 to 40,000 barrels a day into the m ddl e of

our unitized formation. Does that -- does that nean |
have to go and provide everything that | have
on -- you know, regarding this -- you know, our

production capability?

Q M. Sweeney --

A | -- 1 didn't have that full conversation
wth him but I -- | don't -- I don't think I'd agree
with that.

Q M. Sweeney, are you alleging that the San
Andres i s productive?

A I am

Q Ckay. And you're telling me --

A | -- 1 amalleging that -- |I am all egi ng
that the -- the Grayburg San Andres interval in our

formation, the formation that we bought |ast year,
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I's -- has hydrocarbon potential across the whole
formation that we -- that we are in the m ddle of
apprai sing and we're going to nove to a sel ect and
define once we make our appraisal on it and | amfully
confident that it's going to be productive across the
whol e formation.

Q Al right. I'"'mnot -- | don't want to get
Into an argunent with you here, but | understand that
you're alleging that the San Andres is productive, and
| want you to understand --

A I'"'m-- I"malleging that the -- that the San
Andres has -- had production and is -- and -- and has
hydr ocar bon producti on potenti al .

Q So if that's the case, M. Sweeney --

A So that's it. And | -- and we -- and
we -- and -- and ny conpany has invested mllions of
dollars to that effect, too. So yes, that's what
|"'m-- that's what I'm-- that's ny answer to that
guesti on.

Q Okay. Well, | think it's inportant,

M. Sweeney, that we understand and that the Division
understand the potential for the San Andres to be
productive. W have asked you to produce us
docunents -- let nme finish --

A VWell, we -- we nade a nulti-mllion dollar
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bet that the San Andres is productive.

Q Okay. Well, | guess, M. Sweeney, if |
can't get ny question out, then | may just have to
take it up separately with your counsel.

But | want to make clear that we have asked
for the docunents that reflect your position that the

San Andres is productive and you're telling nme that

you may have it, it may be confidential or proprietary
and you're not willing to give it to ne; okay?
Because for various reasons. Now, | just want to neke

clear on the record that you are refusing to provide

t hese docunents because, in your view, they're

proprietary and confidential; is that the case?

A That -- that is not the case. | did not say
t hat .

Q ay --

A | said -- | said that if | have a

conversation with ny subsurface teamand we're
reviewi ng production or -- or information that's
comng fromthat, we have -- that we -- we do not have
to docunent it and send it to you.

Q Al right. I'm asking about existing data,
existing files, records, studies, analyses, reports
that you have in process, underway. And | understand

you're in the appraisal stage right now and so |I'm
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asking for docunments that relate to that,

conmuni cations, emails with your subsurface teamthat
woul d reflect the ability of the San Andres to produce
hydr ocar bons.

And now, |I'mjust saying that if you believe
and you're confident in the ability of the San Andres
to produce, and |I'mtal king about the interval that we
are injecting into here -- proposing to inject into
here, |'m asking you to please let us knowif you've
got docunents.

And if you don't, that's fine, but if you're

w t hhol di ng any docunents based on a confidentiality,
proprietary, | would like to know that as well; okay?
Because we -- there's no basis, as | understand, for
that to be withheld from a subpoena request. So with
that, 1'Il nmove on fromthat |ine of questioning.

A Under st ood. Understood. Thank you.

Q Okay. Now, | want to just query you a
little further about what work Enpire is doing; okay?
So | understand. | understand from your
testinony -- okay? That you are in the appraisal
stage of your operations of the unit; correct?

A That's -- that's correct.

Q Has Enpire prepared a witten plan or sone
sort of a go-forward analysis that outlines the
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conpany's anal ytical plan for tracking the performnce

of its wells and capability of producing in the San

Andr es?

A That's -- so our plan as far as going
forward, we're -- we're in the apprai se stage. Again,
we're in the apprai se phase of what we -- what -- what

our possibilities are and our options are for
produci ng the hydrocarbons which we are confident are
present across the interval and we have not noved to a
select -- what you're tal king about, it sounds to ne
| i ke you're | ooking for nore |ike you would |ike our
sel ections and -- and al beit confidential selection
docunments and -- and sel ection phase that we're
in-- that we're into and -- and we are not in that
stage yet.

Q Okay. | guess what I'mtrying to find out
Is do you have a witten -- any witten plan or
docunment that outlines what your proposal is going

forward? How are you going to actually do this

appr ai sal ?

A How we are going to do the appraising?
W -- we are appraising the -- we are appraising the
project. We're in the apprai se phase of the project,
sir. M. Rankin, that's all | can tell you.

Q Ckay.
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A Do -- do -- if -- if you want -- you know,

what -- what -- again, what it seens |like you're
asking for is -- is what -- what are we selecting to
do on -- onit and we're not there yet. And | -- |

wish | could nove at a different pace that was nore

confortable with Goodnight, but we're -- but we're not
and we've already nade -- we're -- we are -- we are
proceeding with it and we've made a nulti-mllion
dollar bet on this deal. So you better be sure that
we're going to -- we're going to be systematic and in
control the way we exploit this -- you know, our
field.

Q M. Sweeney, |'m asking you because you're

going to be systematic and in control, do you have a
written plan about how you're going to evaluate this
field, including the San Andres?

A Yes.

Q Okay. M. Sweeney, |'m asking you to

produce that plan because it's responsive to our

requests for docunents; okay? That's what | just want
to make clear. And any emmils or correspondence
relating to that plan should be reproduced.

A well --

Q That's -- that's what I'"'mtrying to get
across. All right. Now, are you also tracking --
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A Well, so -- so, sir, just so you understand

M. Rankin, part of -- you know, I'mnot trying to be
obt use about this, but part of the -- for instance, if
you had to -- if we had to procure certain things

for -- for our plan or whatever, by providing themis
giving a -- is setting us at a conpetitive

di sadvantage and that's why if we were going to be
reticent to do so, that's a big part of why.
Q | -- no, believe ne, M. Sweeney, | totally

under st and - -

A And -- and | -- and | understand you
guys -- sorry. | didn't nean to interrupt you. Keep
goi ng.

Q | understand the concerns around

confidential proprietary information.

A Yeah. And | -- | understand that -- that,
you know, Goodni ght has a vested interest in -- in
sl amm ng a bunch of water into the m ddl e of our
i nterval, but, you know, | -- | also have to
protect -- | have a fiduciary responsibility to -- to
my conpany and ny investors, too. So ..

Q M. Sweeney, when we asked for these
docunments, did you work with others in your -- at
Enpire to help identify and track responsive

docunent s?
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A Yes. O course.

Q Okay.

A And we provided the -- the docunents -- the
docunents that we provided were the -- the ones that
we sent to you

Q Yeah. Now, you're in the assess phase or
t he apprai se phase, as | understand. Do you have any
I dea, at this point, about how many infill wells or
addi tional new wells or newdrills Enpire believes it
can drill in the -- within this unit?

A How many wells we think we can drill in this
unit, you said, sir?

Q Yep.

A Yes. We -- we think we could -- one
of -- one of options in the appraise phase -- and
again, it's -- it's not sonething | want to pronote to
t he whole world, but we think we could go down to
10-acre spacing on it.

Q How many - -

A And then we also think we have a -- a -- |'m
sorry. Keep going. Sorry.

Q How many new wells or new drills would that
require?

A It would require a significant anmount. |
don't have the nunber.
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Q
A

appr ai sal

where --
Q

wel | s or

A

phase. Yes, sir.

Q

pr oduced
pr oposed

A

that -- that we'll determ ne throughout our appraisal.

Q

guess | should be clear. Do you have any idea of what
vol une of produced water will be produced with each of

t hese proposed new infill wells?

A
deci ded i
had this

we're in

do nmechanically in the -- and -- and we're noving to

an appr ai

bi gger production onit. | -- 1 don't -- 1 -- | know

what you

Do you --

And -- and that nunber is part of the

is going to be in a select phase
where that nunber is devel oped.

And woul d those be horizontal or vertica

is that part of the appraise phase as well --

That -- that is, too, part of the appraise

Do you have any notion about the vol ume of
water that will acconpany each of those
wells? VWhen | --

That's sonething we're -- that's sonething

Okay. And then when | say, "Acconpany," |

That -- that will be sonething that's
n -- as part of our appraisal. Again, we' ve
-- we've owned this field for a year and

-- you know, we -- we did what we needed to

sal phase for the bigger -- you know, the

-- maybe that's not at the sanme tine -- tine
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frame that you would |ike, but that's how things -- |

think we're noving pretty well. So |I'm not

yet .

Q Understand. Now, does Enpire have a plan in

pl ace for howit's going to manage its produced water

fromthese new drill s?

A Agai n, we --

THE HEARI NG EXAM NER BRANCARD:

s =

Ranki n.
MR. RANKIN. Well, | guess,

M. Exam ner --

THE HEARI NG EXAM NER BRANCARD:

Produced water from a hypothetical well devel opnment

her e.

MR. RANKIN: Well, M. Exam ner, the

fact that --

THE HEARI NG EXAM NER BRANCARD: Is your

client | ooking for custoners?

Rankin -- |1'm wondering about the rel evance here,

up there

MR. RANKI N: No, | think they have
plenty --

UNI DENTI FI ED SPEAKER 7: Sounds |i ke
that. | know.

MR. RANKIN:. The point here,
M. Examner, is that if Enpire proceeds to drill down
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to 10-acre spacing, they're going to have a
substantial volunme of water to deal with and they are
not -- as M. Sweeney testified, they are not going to
be injecting a | arge volune as nmakeup water; okay?

So they're going to have to do
sonmething with it and the question is wll they now
operate a disposal well thenselves that is conpleted
in the San Andres? What are they going to do with all
that produced water? And the really only option they
have is to inject it into the very same formation that
Goodni ght is proposing to inject into. So that is the
rel evance of the questions --

THE HEARI NG EXAM NER BRANCARD: |
t hought | saw one of your exhibits that had a big
pi pel i ne that Goodni ght had. So ...

MR. RANKIN:. That's Goodnight's
pi peline, not Enpire's.

THE HEARI NG EXAM NER BRANCARD: Yeah.

MR. RANKIN. Enpire's -- the only

options for Enpire is to inject it into the San
Andres --
THE HEARI NG EXAM NER BRANCARD: O hire
Goodni ght .
MR. RANKIN:. Yeah. That's right.
Well, in any event, |'ll | eave the questioning there,
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M. Examner. That's the gist of the questioning was
to determne -- it sounds |ike, from M. Sweeney, that
t hey have not yet gotten to the point of determ ning
what nunber of wells they will drill or what they wll
do with their produced water.

THE W TNESS: But we have a | ot
of -- we have a lot of smart people working on
questions exactly like that. That's part of what the
appraise is. Exxon had a lot of smart people working
on the sane problemand that's what they marketed to
us and -- and where a | ot of our people -- you know,
where we're seeing our opportunities. So whatever
probl ems arise, we're going to address them
we're -- and -- and we're going to
apprai se -- appraise them and devel op the option.

So | -- | appreciate your concern about
us having -- what we have to do with water that we
produce in our wells, but I'lIl rely on -- on nyself
and our engineers to conme up with solutions and
opti ons.

BY MR, RANKI N:
Q M. Sweeney, |I'mgoing to nove to the | ast
exhibit that | want to review with you today; okay?

And that's going to be your own exhibit, Enpire

Exhibit A and let's see if | can easily find it. Do
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you see it on your screen? Unfortunately,

there's -- this exhibit's not marked on the exhibit,
but do you recognize this as Enmpire's Exhibit A that
was filed in this case?

A | do.

Q Okay. And as | understand the -- although
it's not addressed in your testinony, the purpose of
this exhibit is to indicate the proximty of
Goodni ght' s proposed piazza well, which is indicated
here with the gold star, to your EMSU 200H wel |, which
is called out here in this box and identified by this
dotted box here on the exhibit; correct?

A That's right. That's right.

Q And the approxi mate di stance between these
two is 1.37 mles; agree?

A Yes.

Q Ckay. Now -- and you testified that -- and
this is, again, one of the best wells, one of the high
priority wells for Enpire in this unit.

A High priority, yes, that's correct.

Q Ckay. And you also testified that it's one
of the best producing wells; agree?

A It is.

Q Okay. And now -- and you also testified

that it's producing in the San Andres; agree?
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A | did, yes.

Q Now -- and your concern, as | understand, is
that with this -- about this well is that it's
relatively -- | nmean, it's 1.37 mles away fromthe

proposed injection and you're concerned that this
injection will inpact the ability of this well to

produce; agree?

A Among many ot her wells, yes, but
| -- we -- we highlighted that because of the
proximty to -- it's -- it's right in the mddle of
outfield, close to one of our best and -- and a well,
a high priority well, that we are nonitoring for its
production as -- you know, to give us indication
of -- of horizontal developnent. That is correct.

Q Okay. So let nme ask you this, M. Sweeney:
I f your concerns are valid and their -- the injection
i nto the proposed injection interval -- being the San
Andres; okay? WIIl actually inpact the production
fromthe 200H well, as you are concerned, isn't it
true that if there were an injection well even cl oser
than the proposed Goodni ght well that has
produced -- rather injected nore than 40 mllion
barrels of produced water over the |last 60 years, that

you would |ikely see an adverse inpact in the

production history of your 200H well ?
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A That is not true. Like | testified earlier
on, there's a | ot of channeling throughout the field.
There's a | ot of crossflow and channeling throughout
the field that nobody anticipated and a | ot of people
can't -- that -- that is frankly difficult to
understand. So | would not agree with that statenent.

Q So your testinony is that because of the
channeling and the uncertainties around the porosity
and the -- and so forth within the formations here
that you -- there's no guarantee about what may happen
with the injected water; correct?

A That's correct, especially when you're

tal ki ng about a volunme of 25 to 40,000 barrels a day.

Q Okay.
A Qur typical injector is -- is on the order
of -- that we -- that we're constantly tweaking is on

the order of 500 to 800 barrels a day.
Q And when you tal k about injectors, you're

tal ki ng about water flood injectors, injectors that

are being operated --

A By -- by us, yes. That's correct, sir.

Q Now, goi ng back to this question, though,
are you aware of any adverse inpact to the 200H wel
from-- and |"'mgoing to step back here real quick.
What |'mtal king about, M. Sweeney, is there's a Rice
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engi neering well, the EME #33M wel |, and it's API
number 30-025-12786, that's approximtely 0.82 mles
to the northeast of your 200H well. Are you famliar

with that well ?

A | know -- |'ve heard of that well.
l"m-- again, I"'mnot intimately famliar wth that
wel | .

Q Okay. Are you -- so you're not aware that
it has injected nore than 40 mllion barrels of

produced water over the last 60 years into the San

Andres Formati on?

A | did not ook at a well history on that
well, that's correct.
Q Ckay. But you're not also -- you're also

not aware of any adverse inpacts to the production

hi story of the 200H well that you can --

A well, I -- well, | know the -- the Rice
sal twater di sposal well is outside of the unit
boundaries, too; isn't it?

Q That's correct, M. Sweeney. |t is just
outside the unit boundaries. It's right on the --

A | don't -- | don't worry too nuch about
wells that are outside of nmy acreage. | just can't.
| don't -- | don't try to drill wells on other
peopl e's acreage either.
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Q Ckay. But there's no -- to your know edge,
there's no geol ogi c boundary that woul d separate the
| ocation of that well, the influence of that water,
from your producing well; is there?

A Again, |I'mnot prepared to say that. |
don't know. We don't look at -- | do not | ook at
stuff that's outside of our control. | don't know if

they're maki ng a trespass on our property or not. W

haven't -- | haven't studied it and | don't think I've
asked anybody -- | haven't asked anybody to study it,
if they studied it -- if they studied it independently

w thin the organi zation here.

Q Ckay. Let nme ask again. But you're not
aware of any adverse inpact fromthat injection on
your 200H well; agree?

A l"mnot -- I'mnot aware of any inpact from
that -- that well, sir. That's correct.

Q Okay. Now, do you also agree that Enpire

itself operates a saltwater disposal well within the

EMSU unit?
A Yes.
Q And that that well injects produced water

for disposal purposes and not water flood purposes,

but di sposal purposes within the San Andres, the sane

I njection interval that Goodnight is proposing; you
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agree?

A | -- | agree that we have a saltwater
di sposal well that -- that we -- that we control and
we produce -- or we inject water at our -- at -- at
volumes. | -- | -- and | -- | agree that it's | eased
water fromthis -- fromour |ease here. It's not 20,
30 mles away, however far where -- that you guys are
| ooking to get the Del aware Basin water in froma
different formation and a different basin.

It's -- it's |leased water fromthis formation, yes.

Q Okay. And you would agree with ne that that
well is located |l ess than half a mle away from your
200H | ateral to the southwest; do you agree?

A ["'m-- I"mnot -- | couldn't tell you
exactly where it is.

Q Okay. Well, that's -- | guess | could pul
t hat up.

A You can pull it up. Sure. And -- and if it
| ooks -- I -- | nean, I'll take your -- "Il -- 1"1l
take it -- you could pull it up. | -- 1
don't -- | -- | wouldn't argue that it's far away. |
woul d say that it's also approximately -- it's nore
than 6,000 feet deep. So it's a lot further away
from-- fromour formation interval, the Grayburg San

Andres, it's deeper than that. Did | |ose you guys
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agai n?

Q No. No.

A No? COkay.

Q Sorry. I'mjust -- I"'mtrying to get to
my -- sorry. One nonent. Apologize for the
delay -- one second. AlIl right. M. Sweeney, do you
see ny -- on ny screen now, |'ve got a map here that
was part of Goodnight's direct exhibits. It's nmarked
as Exhibit C9. Do you see that on this page here
where |'ve indicated that this is Exhibit C9 from
Goodni ght M dst reant?

A | can see it. Yes, sir.

Q Ckay. |I'magoing to scroll down and you'l
see where |'ve identified where the piazza SV wel
I'S.

A Yes.

Q Ckay. And do you see where also we've
I ndi cat ed where the EMSU #1 well is |ocated?

A | can see that. Yes, sir.

Q Okay. And | will represent to you that that
well is located in Unit letter Oin Section 4,

Townshi p 21 South, Range 36E. Do you have any reason

to disagree with that |ocation?
A | do not. | do not.
Q And do you have any reason to disagree with
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my representation that it's less than half a mle from
your 200H | ateral ?

A | -- I don't.

Q Ckay. And do you agree that that disposal
wel | has has injected for disposal nore than 4 mllion

barrels of produced water since 1987 into the San

Andr es?

A | -- | do not have that nunber. | don't
know -- if you're asking nme to -- can | confirmthat,
no.

Q Do you have any reason to disagree with
the --

A | don't have a reason to disagree. That's
right.

Q Okay. Now, do you --

A But it's -- it's also -- it's -- it's at
6,350 feet, too. So it's -- just to clarify,
it's -- it's apples and oranges to sone degree; right?
Q Well, | think you told nme that the San

Andres and Grayburg were all one; is that not true?

A | -- | said that -- that our formation
IS -- 1S unitized across that and that's our
formation. | did say that -- Grayburg San Andres,

yes. But I'mjust saying it's at 6,350 feet fromthat

| ocation. It's a different depth
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than -- significantly different -- different depth
t han what you're tal king about.

Q Okay. But you agree with nme that it's
I njecting for disposal into the San Andres; agree?

A | -- | don't know what that depth is at
6,350, if that's still the San Andres. So | -- |
don't -- |I'mnot sure about that.

Q Al right. Well, I'll leave it there.
think the OCD well files speak for thensel ves.

A Okay. Yep.

Q Now, M. Sweeney, in ternms of the injection
fromEnpire's own injection, are you seeing any -- are
you aware of any adverse inpacts to the 200H well as a
result of Enpire's own injection into that zone?

A We're nonitoring that. W' re nonitoring
the -- the water flood around and how the -- how the
hori zontal well that's a high priority for us responds
to it.

Q So to-date; okay? Have you identified any
adverse inpacts to the injection fromthat well in the
200H wel | ?

A ' mnot prepared to say -- |I'm not prepared
to draw a conclusion right now on that.

Q Okay. But you've been collecting data to

eval uate the potential inpacts; correct?
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A Yes.

Q Okay. But at this point, you're telling ne
that you don't have enough data to make a -- draw a
conclusion; is that your statenent?

A ['"'m-- I"msaying |'mnot prepared -- the
anal ysi s has not been done to draw any concl usion
regarding -- regarding that.

Q Al right. But you're objecting to our
I njection into the sanme zone, but you're not -- and
you're telling me it's going to inpair your production
alnost a mle and a half away, but you' re saying you
don't even know whet her your own injection is going to
be inpacting your well less than half a mle away.

A Well, what |'m saying, sir, is, you know,
maybe if -- if Goodnight started doing that, even if |
didn't see -- say | saw the production stay exactly
the same and -- do | knowif it's from Goodni ght's
injection? If it -- if the injection gets worse,
maybe it has absolutely nothing to do with what
Goodni ght's doing, as you -- as you contend, but, you
know, how do | know?

You're -- you're slamnm ng 25 to 40, 000
barrels of water a day into the mddle of our field.
How do | know -- every data point | get after that

point is speculative -- |'"mgoing to specul ate on
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what's -- whether or not it's -- it's being affected
by that.

Q Okay. But | guess ny -- to answer ny
question, though, you don't have any data yet or you
don't have any concl usi ons about -- any concl usions
that there's an adverse effect fromyour own injection
at that distance fromyour 200H well; correct?

A Yes, so -- so if you do the math, sir, at,
you know, the nunbers you were saying, 4 mllion
barrels at 40,000 barrels a day, in 100 days,

Goodni ght will have -- will have injected nore water

t han has been injected since 1987 just to give you

a -- a sense of the scale and what ny concern is about
t hat .

Q | understand that you have a cal cul at or
nearby and -- but | guess nmy -- | think you've
answered ny question previously, but | just wanted to
make sure that you you haven't yet drawn any
conclusions or identified any adverse inpacts from
your own di sposal on the 200H well; correct?

A W -- we have not -- we have not drawn final
concl usi ons regardi ng our appraisal of -- of
what -- of that well and it's being nonitored now.

Is -- is that an acceptable answer? | -- | -- that's

the answer. |'msorry if it's not --
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Q That's fine. That's fine. And then ny
foll ow-up question to that is Enpire is continuing to
inject into that well for disposal purposes; correct?

MR. PADI LLA: That's been asked and
answered several tinmes, M. Exam ner.

MR. RANKIN: | didn't ask that
guestion. |'m asking whether they're still injecting
into the well.

THE W TNESS: That is an
active -- that's an active well. Yes, sir.

MR. RANKI N. Thank you.

THE W TNESS: That we operate.

MR. RANKIN:. M. Exam ner, | guess -- |
don't have it in front of me and it would be clunsy
and time consuming to pull up the information, but
the -- | ask that the Division take adm nistrative
record of the well file for the EMSU #1 di sposal well.
It's --

THE HEARI NG EXAM NER BRANCARD
M. CGoetze takes notice of all well files.

MR. RANKIN: Yeah. | know. [It's API
nunber 30-025-04484 and | just want to be clear that
it's -- nmy understanding is that it's perforated

bet ween the depths of 4,410 feet and 4,834 feet and |

just ask the Division take adm nistrative record of
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the actual perforations where that well is injecting
into. Wth that, M. Examner, | have no further
guestions of M. Sweeney.

THE HEARI NG EXAM NER BRANCARD: Thank
you. M. CGoetze, a question or two?

THE HEARI NG EXAM NER GOETZE: Not rmuch
energy left. M. Sweeney, welcone.

THE W TNESS: Yes.

THE HEARI NG EXAM NER GOETZE: At this
point, is Enpire -- are they looking at -- |'ve seen
t hey' ve acquired nunerous projects. Are you | ooking
at simlar operations and assessnents on this part of
New Mexi co?

THE WTNESS: |'msorry, sir. | mssed
the first part of the question. Wat --

THE HEARI NG EXAM NER GOETZE: Okay.
Let me -- Enpire acquired a | ot of properties,
I ncl udi ng enhanced recovery. Are there other projects

bei ng considered which are simlar to this?

THE W TNESS: | n New Mexi co, you nean,
or just --
THE HEARI NG EXAM NER GOETZE: Correct.
THE WTNESS: In New Mexico? 1In -- in
New Mexico, this is our -- the EMSU, the EMSUB, the
AGU and the YUMA [ph] are -- are the only properties
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we own.

THE HEARI NG EXAM NER GOETZE: Ckay.
And so you have other areas where you're doing this
type of assessnent outside of New Mexico --

THE WTNESS: |In other states, you
mean?

THE HEARI NG EXAM NER GOETZE: Yes.

THE W TNESS: Yes, in other states?
Yes.

THE HEARI NG EXAM NER GOETZE: And where
woul d these be? Just out of curiosity.

THE W TNESS: Well, we're | ooking

at -- we're |looking at sone -- at a simlar formation
in -- in North Dakota. Not -- not directly anal og,
but, you know, we -- we operate there and we're

consi dering, you know, enhanced recovery type stuff
t here al so.
THE HEARI NG EXAM NER GOETZE: So on the

| evel of your projects, this is considered high as far

as your conpany is concerned?

THE WTNESS: This is the
hi ghest -- this is the crown jewel of our conpany.
This is -- this is our deal. This is what our conpany
is -- the cornerstone of our conpany is the EMSU,
EMSUB and the AGU fields in New Mexico.
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THE HEARI NG EXAM NER GOETZE: That's
the only question | have. Thank you.

THE HEARI NG EXAM NER BRANCARD: Thank
you. This may have al ready been asked, M. Sweeney,
but I'm | ooking at the 200H well. |t goes down to
3,770 or so and the top of injection that's being
proposed here is 4,125. So we're | ooking about 340,
350 feet vertical, and is it your opinion that that is
a concern despite that vertical difference of
interference fromthat well?

THE WTNESS: Yes, it is, sir. |It's a
huge concern. Like | said, there -- the -- the
networ k t hroughout that field has confounded people
since the start of the water fl ood.

THE HEARI NG EXAM NER BRANCARD: Okay.
And then let's see if | can junp to your statenent
here. So you say on page two of your statenent,
"Enpire woul d never even consider injecting 20,000
plus barrels of water into a single injector at this
point in our devel opment exploitation of this field in
t he San Andres." So reading between the |ines, |
assune you're okay with | esser amounts of injection as
you are doing at your own wells; is that correct?

THE W TNESS: That's not necessarily

correct, sir. | nmean, we -- we bal ance a water fl ood
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and -- and |'msure as you know, we -- you nonitor,
you try to keep it balanced. There -- again, there
is -- there's fracturing that -- water fl ood

conformance is a big problemin that field and so |

woul dn't -- and -- and the |evels that we tweak
is -- like | said earlier is 500 to 800 barrels
across, you know, a -- a pattern of wells and -- and
we adjust it accordingly to -- to -- you know, based

upon what we're seeing off of our producers and stuff.
So honestly, even if you told ne you
were going to inject just a thousand barrels into
there, I wouldn't necessarily agree with it unless you
|l et me control what, you know -- had control over how
It was being operated as far as volunes and rates.
THE HEARI NG EXAM NER BRANCARD: Okay.
Thank you. M. Padilla, did you have any redirect?
MR. PADI LLA: Just a couple of
guesti ons.
REDI RECT EXAM NATI ON
BY MR PADI LLA:
Q M. Sweeney, you saw the rebuttal exhibits
that you were asked to testify about. | noticed that
the | atest one of those exhibits was in 2012 and |

think that was a reconpletion that XTO made. The

ot her conpletion reports or reports that you were
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directed to were in 1987. \What paraneters are you
| ooking at in terns of the tine span between, say,
1987 and even 2012 in ternms of your future assessnents

of ROZ or further devel opnent of water fl ood?

A Bet ween 1987 and 2012, what -- |'msorry.
|"mnot -- not sure | understand the question,
M. Padilla. Wat -- between 1987 and 2012, have we

studied the history of the water flood over that tine,
you' re saying, or --

Q No, no, no. What |I'mgetting at is you' ve
i ndi cated that you' re studying, in an initial type of
eval uati on, how you're going to further devel op the
unitized area. And ny question is from 1987 to the
present tinme, how has devel opnent of these fields
changed over that period of tine?

A Wel |, of course there's been a |ot of, you
know, technical -- technical advances nmade over t hat
time, you know, for water flood confornmance
and -- as -- as an exanple, but also in horizontal
drilling, as well as of course the -- the -- any
tertiary type recoveries were basically in their
I nfancy back then and -- and are a |ot nore mature
now.

Q And does that process include the San Andres

Formti on?
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A Yes.

MR. PADI LLA: Okay. That's all | have,
M . Exam ner.

THE HEARI NG EXAM NER BRANCARD: Thank
you and thank you, M. Sweeney. All right. | guess |
wll turn to M. Goetze right now and ask what you
would like to see fromthe parties at this point, if
anything. Wuld you just like to take this all under
advi senent and think about it?

THE HEARI NG EXAM NER GOETZE: | think
we need -- we have a | og of corrections in Goodnight's
testinony that needs to be submtted and i nformation
regarding the one well and its conpletion and so
Goodni ght has information to offer up. O her than
that, I think we could probably -- if they provide
that to all parties, we can go ahead and take it under
advi senment .

THE HEARI NG EXAM NER BRANCARD: Do you
have any interest in asking the parties to provide
proposed findings or closing argunents? | am not
suggesting it one way or the other. | amsinply
sayi ng what m ght benefit you? And it's perfectly

okay to say, "No."

THE HEARI NG EXAM NER GOETZE: |' m goi ng
to say no.
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THE HEARI NG EXAM NER BRANCARD: Okay.

THE HEARI NG EXAM NER GOETZE: | think
if they want to nmake closing statenents -- at this
point, this transcript will be arduous and very

t horough. So |I think we have enough to make a proper

assessnent .
THE HEARI NG EXAM NER BRANCARD: So - -
THE HEARI NG EXAM NER GOETZE: O her

t han the questions -- the | egal questions about

evi dence and subpoenas as the technical side is vastly
docunent ed.

THE HEARI NG EXAM NER BRANCARD: Thank
you. Al right. So I'll throwit back to the parties
then | guess -- so what you're saying, M. Goetze, is
if the parties wanted to summari ze their case right
now, that m ght be an okay thing?

THE HEARI NG EXAM NER GOETZE: That
woul d be a good thing. That'd be a few nore pages.

THE HEARI NG EXAM NER BRANCARD: Al |
right. | will throwit back to the parties. | don't
know i f you all want to take a few m nutes' break
bef ore you do so or you just want to junp into it

right now M. Padilla?

MR. PADI LLA: 1'd prefer to junp into
it right now | mght forget sone of the inportant
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stuff when we take a break.

THE HEARI NG EXAM NER BRANCARD: Al l
right. Well, since we started with Goodnight, | wll
have you, M. Padilla, start with your presentation to
cl ose.

MR. PADI LLA: M. Exam ner, |'ve never
had a case |like this before where sonebody cones in
and says, "We're going to dunp a ton of water in your
unitized formation." You don't do that in drilling oi
and gas wells where you conplete wells, say, in the
third Bone Spring as opposed to the second Bone Spring
w t hout sonme notice to everybody.

And prior to that sonme type of notice,
| don't -- | just don't get it howin the world you
can have a Division order that was issued in 1984
defining the unitized interval and then sonebody el se
cones and determ nes that that unitized interval
because it's unproductive in the past, is allowed to
dunp a ton of water, which is going to happen in this
case.

Despite the science that M. Drake gave
us, you still can't do that. It's an invasion of
sonebody el se's property. The evidence here has shown
that Enpire just barely got this unit. They expect

that they can nmake it produce a |lot nore, whether it's
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in the Grayburg or wherever it my be.

M. Rankin asked a bunch of questions
that were like, "Well, how much water are you going to
produce out of all these additional wells that you're
going to drill if you drill them"” and it's al
specul ative. | don't know how you can get beyond -- |
mean, ask specul ative questions that Enpire hadn't
even determ ned howit wll further devel op the water
fl ood or whether or not residual oil zone oil is going
to be produced fromthe San Andres. Enpire just
sinply has not had a chance to nake an eval uati on.
They' ve | ooked at a lot of stuff from other people in
sout heast New Mexi co and Texas about recovery of ROZ
oi | .

So it just baffles ne that sonebody
woul d say, "Well, we've determned that this area is
unproductive. It hasn't been and we don't care
whet her or not it may be further evaluated for
production through tertiary recovery,"” which probably
wi Il happen in the future and may include the San
Andres Formation. | nean, no one has determ ned that
this San Andres Formation here is poor space. That's
not even been addressed at all. W argued that in the
notion to dism ss.

| think a very pertinent question that
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was asked by M. Goetze at that hearing was -- on the
notion to dism ss was, "Wiy haven't you attenpted to
anmend the order R7765?" The answer to that is that you
woul d have consi derable notice issues arising from
that. So the best thing is to file an application for
commercial saltwater disposal in the m ddl e of sonmeone
el se's secondary recovery water flood operations and
just say, "We don't care what you think."

| mean, to ne, it's a matter of
correlative rights and trespass. You either have to
change the original order to elimnate the San Andres
If that's the case or you don't get to invade the San
Andres as proposed in this case despite any of the
science. | think M. Drake nmade a very good
presentation. He obviously knows his stuff, but it
still begs the question of how can you authorize this
when sonebody operates that area?

| don't think -- it's insane to ne that
sonebody would sinply invade that space. | nean, this
whol e i ssue of how nuch are you going to -- how much
oil or produced water are you going to obtain from
additional drilling and where will you take that?
Well, if Enpire decides to drill wells and they
produce oil, they should have first crack at disposing

the water in the San Andres if that's what they decide
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to do, but for a stranger in title to cone in and
sinply dunp water is insane. |It's not right. It
doesn't nmke any sense.

To go further and allow this well wll
certainly result in litigation because, well, it
doesn't nmake sense. It didn't nmake sense in that case
that | nmentioned earlier, Snyder Ranches vs. Ol
Conservation Conm ssion, and where essentially the

court did not allow invasion through trespass despite

an O |1 Conservation Comm ssion order. It doesn't make
it right. You can't cross boundaries. |In this case,
you' re crossing boundaries from-- vertically fromthe

Gal lup to the San Andres and it's just w ong.

So | think the issues are clear in this
case. Now let ne address sone of the -- M. Rankin
tal ked about in his cross-exam nation of M. Sweeney
about, "What are your plans and where are they, are

they in witing and you didn't turn those over," and

" mnot sure that we understood -- | certainly
didn't -- the breadth of the subpoena.

And just as an information, | think
they're still looking at it and there may be

i nformation, but | think, as M. Sweeney says, it's a
confidential nmatter or proprietary and a

confidentiality order would be appropriate if the
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Di vision requires production of that information. It
just expands further argunent in this case to allow
that and I don't think M. Sweeney went beyond any of
the proffered materials, which were sort of extensive.

But | can't understand this case from a
standpoint of -- in going into sonebody else's
backyard and saying, "I have the right to be in here
because | have a surface use agreenent w thout
I nvasion of, in this case, Enpire's rights." So that's
what | have to say about this case. Thank you.

THE HEARI NG EXAM NER BRANCARD: Thank
you. M. Rankin?

MR. RANKIN: Thank you, M. Exam ner.
| appreciate the opportunity to have a brief closing.
In short, this case is not about property rights. The
Statutory Unitization Act does not create a property
right on behalf of Enpire. It does not |ock off the
San Andres aquifer to their sole use.

VWhat it gives themis the right to
institute a secondary recovery project to recover oil
and gas and related liquids within the unit area and
to the extent there are hydrocarbons, recoverable oil
and gas within the San Andres, then they potentially
have a right to pursue them under their underlying

m neral | eases. The Unitization Act, the unit
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agreenent, the order itself doesn't give them any
additional rights and | think the Division understands
t hat .

Therefore, the issue before us today is
sinmply whether or not the proposed injection is going
to interfere with unit operations, cause waste or
inpair their -- the devel opnent of their unit.

We asked Enpire to produce us all
docunents reflecting any hydrocarbon presence in the
San Andres. W got one docunent back that had any
information or data on it at all that was relevant to
the unit, and that was the well card data for the 200H
well and as M. Sweeney testified, and the exhibit
itself shows, that well is conpleted and producing
fromthe Grayburg, not the San Andres. None of the
wells in the unit are producing fromthe San Andres.

M. Drake's testinony is uncontroverted
and uncontested that there is a inperneable barrier

between the two zones. Enpire has a team of

subsurface experts that is qualified to testify about
geol ogy, but we didn't hear fromthemtoday and
we -- all we heard from was an engi neer who was not
qualified to testify about the geol ogy.

And so what we understand is that in
practice, there are six wells that are currently
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I njecting volunmes into -- varying volunes into the San

Andres, sone of which are within a mle of the

proposed well itself, and that based on the experience
of drilling those wells, the log -- the data acquired
fromthe well logs and fromthe actual drilling

experience, we know that there is an extensive, area
w se, |nperneable barrier that has maintained a

di sequi |l i brium and pressure between the two zones that
has been sustained for a nunber of years.

And therefore, based on the data and
based on the uncontested evidence, we believe that
It's fair and correct to determne that there is no
I npact to unit operations if Goodnight is permtted to
inject into the San Andres and therefore, we ask that
the Division take this matter under advi senment and
find in favor of Goodni ght and approve its application
to inject.

Now, one thing | wll say: M. Coetze
asked that we provide information regarding the 462
well to try to confirmthe updated history of that
wel |, that XTO, the operator, actually perfornmed the
proposed reconpl etions that were indicated in the well
file. And | will just represent to the Division that
we're going to need the cooperation of Enpire to

produce those docunents because they are the ones that
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have possession of the docunents from XTO that may
answer that question.

So |l think I will, with the direction
of the hearing examner, |likely have to file a
subpoena ordering Enpire to produce those
docunments -- all docunments in their well file so we
have an understandi ng of what actions were actually
taken on that well.

And with that, | guess | will stop
tal ki ng and just ask for guidance fromthe Division if
that's what you would like. | think that probably is
t he appropriate path forward, is to request a subpoena

and then serve Enpire with a subpoena for those

docunent s.

THE HEARI NG EXAM NER BRANCARD: Thank
you. M. Goetze, are you still interested in the 462
wel | ?

THE HEARI NG EXAM NER GOETZE: Yes, it
is critical. In our AOR reviews, any well that has an

I ssue of conmmuni cation has to be addressed either

t hrough renedi al actions or, in nost cases, plugging.
So to that end, we need to know the disposition of
that well and if it's such that a subpoena is
required, that's fine. W'II|l take our tinme and see

what cones up. So if it is such that we do approve
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sonething, it will be a condition of approval and in
that case, we can go to hearing again as to what the
Division can and can't do with someone else's well.

THE HEARI NG EXAM NER BRANCARD:

M. Padilla, can you have your client search their
files?

MR. PADI LLA: Well, | get that,
but -- and | think we'll search the files, but if you
| ook at -- it's one of the exhibits, the one that has
all the wells in the 2-mle circle, theoretically,
Goodni ght is asking for all well files within the
unit. That is just too nuch to do that. | nean, good
God - -

THE HEARI NG EXAM NER BRANCARD: Well, |
think we're focusing on the 462 here right now.

MR. PADI LLA: Well, if it's only that
well, that's probably a piece of cake, but we'll -- we
can probably submt that well, but just the
i nformation on that well because it touches the San
Andr es.

THE HEARI NG EXAM NER BRANCARD: And
it's wwthin a half mle. It's in the area of review.
So we really need to know what the current status of
it is and it appears that our well file -- is that
correct, M. Goetze? Does not have the final action
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on this well, if it actually happened?

THE HEARI NG EXAM NER GOETZE: That is
correct. W have inconplete information as to current
status of the well. W have only a notice of intent
and in all cases, regardless of the applicant, if we
do not have a subsequent record or a reconpletion, we
assunme that this was just filed and forgotten about.
The well is in the current status it was prior to the
subm ssion of the notice of intent or application to
deepen the fl ood.

THE HEARI NG EXAM NER BRANCARD: Okay.
So |l wll say, M. Padilla, we will give you 15 days
for your client to go through their files, which |
guess they've inherited from other people, and see

what information you have about the disposition of

that well since that notice of intent was filed and if
you don't find anything, you should |let us know, too.

MR. PADI LLA: Ckay. Fair enough.

THE HEARI NG EXAM NER BRANCARD: And
obviously, M. Rankin, if you can cone up wth
sonet hi ng on your own, that would be great, too.

MR. RANKIN: Yeah. We'll certainly
| ook. And just to be clear, | appreciate that,

M. Exam ner. | understand that that woul d incl ude
requesting a review of both paper docunents,
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electronic files. M. Sweeney testified that they got
both, but | just want to nmake sure that they do a full
diligent search and perhaps better than the one on the

first subpoena, but sonething that eval uates both

paper files and electronic files.

THE HEARI NG EXAM NER BRANCARD: Yeah.

VWell, one file, one well. [It's pretty narrow. All

right. Anything else, M. CGoetze?
THE HEARI NG EXAM NER GOETZE:

one box in the mddle of 10,000 boxes.

THE HEARI NG EXAM NER BRANCARD: Wel |,

that may be true. Yeah. That may be --
THE HEARI NG EXAM NER GOETZE:

Morgan shed that you can use al so.

THE HEARI NG EXAM NER BRANCARD: Yeah.

You woul dn't want to ask us to go through our old

files. Al right --

THE W TNESS: | feel -- 1 feel like |

shoul d be aski ng Goodni ght to pay nme sone.

to do all of this work for these guys, but all right.
THE HEARI NG EXAM NER BRANCARD: Al |
right. Well, what else? Anything else here before we

take this case under advi senent ?

MR. RANKI N: | don't think so,

M. Examner. | can't think of anything at

No, j ust

We have a

Il -- 1 got

this tine.
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We'll file our corrections and wait for the 15 days to
see what we get.

THE HEARI NG EXAM NER BRANCARD: Al |
right.

MR. PADI LLA: Nothing else from Enpire.

THE HEARI NG EXAM NER BRANCARD:. Wel |,
t hank you all and thank you to our court reporter and
hope everybody has a fine evening. Thank you. This
case, 22626, wll be taken under advi senent subject to
the submttal of the docunents requested today. Thank
you.

(Wher eupon, at 5:20 p.m, the

proceedi ng was concl uded.)
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CERTI FI CATE OF DEPOSI TI ON OFFI CER

|, DANA FULTON, the officer before whomthe
foregoi ng proceedi ngs were taken, do hereby certify
that any witness(es) in the foregoing proceedi ngs,
prior to testifying, were duly sworn; that the
proceedi ngs were recorded by ne and thereafter reduced
to typewiting by a qualified transcriptionist; that
said digital audio recording of said proceedings are a
true and accurate record to the best of my know edge,
skills, and ability; that | am neither counsel for,
related to, nor enployed by any of the parties to the
action in which this was taken; and, further, that |
amnot a relative or enpl oyee of any counsel or
attorney enpl oyed by the parties hereto, nor

financially or otherwise interested in the outcone of

this action.

ﬁ e’ F Mo

DANA FULTON
Notary Public in and for the

State of New Mexico
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CERTI FI CATE OF TRANSCRI BER

|, KEARA CONTARTESI, do hereby certify that
this transcript was prepared fromthe digital audio
recordi ng of the foregoing proceeding, that said
transcript is a true and accurate record of the
proceedings to the best of ny know edge, skills, and
ability; that I am neither counsel for, related to,
nor enployed by any of the parties to the action in
which this was taken; and, further, that | amnot a
relative or enployee of any counsel or attorney
enpl oyed by the parties hereto, nor financially or

otherwi se interested in the outcone of this action.

Keaen

KEARA CONTARTESI
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