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

In THE MATTER OF THE HEARI NG
CALLED BY THE O L CONSERVATI ON
DI VI SI ON FOR THE PURPOSE OF
CONSI DERI NG Docket No.
Case Nos. 23604, 22409, 22410, 15-23 OCD
22411, 22412, 21568, 21572,
22653, 23621, 23622, 23623,
23647, 23659, 23660, 23661
23680, 23686, 23687, 23688,
23689, 23690, 23691, 23236,
23237, 23240, 23241, 23242,
23587, 23588, 23589, 23590,
23581, 23582, 23583, 23648,
23651, 23652, 23653, 23654,
23662, 23663, 23674, 23675,
23676, 23632, 23683, 23684,
23692, 23693, 23695, 23696,
23697, 23706, 23707, 23710,
23679, 23685, 23448, 23449,
23450, 23451, 23452, 23454,
23455, 23594, 23595, 23596,
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11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

23597, 23598, 23599, 23600,
23601, 23508, 23509, 23510,
23511, 23512, 23513, 23514,
23515, 23516, 23517, 23518,
23519, 23520, 23521, 23522,

23523
VI DEOCONFERENCE
DATE: Thursday, August
TI ME: 9:15 a. m.
BEFORE: Hearing Exami ner
L OCATI ON: Remot e Proceeding
Santa Fe, NM, 875
REPORTED BY: Dana Fulton, Nota
JOB NO. : 5528930

HEARI NG
3, 2023

Felicia Orth

01
ry Public
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APPEARANCES

ON BEHALF OF O L CONSERVATI ON DI VI SI ON:
M LLI ON GEBREM CHAEL (by vi deoconference)
PHI LLI P GOETZE (by vi deoconference)
LEONARD LOVWE (by vi deoconference)
DEAN MCCLURE (by vi deoconference)
Energy, M nerals and Natural Resources
Departnment, O | Conservation Division
1220 South Street Francis Drive
Santa Fe, NM 97505
phillip.goetze@tate. nm us

dean. nccl ure@t at e. nm us

ON BEHALF OF BURNETT O L COMPANY, MATADOR PRODUCTI ON
COVPANY, MEWBOURNE O L, MRC DELAWARE RESOURCES,
TAPROCK, AND TEXAS STANDARD NMm

JAMES BRUCE, ESQUI RE (by vi deoconference)

P. O. Box 1056

Santa Fe, NM 97505
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APPEARANCES (Cont'd.)

ON BEHALF OF APACHE:

EARL E. DEBRI NE, JR., ESQUI RE
(by vi deoconference)

Modral | Sperling

500 Fourth Street NW Suite 1000
Al buquer que, NM 87102

earl| . debrine@mdrall.com

(505) 848- 1800

ON BEHALF OF MATADOR PRODUCTI ON COMPANY, MEVBOURNE

a L,

MRC PERM AN, XTO ENERGY, AND MRC DELAWARE

RESOURCES:

M CHAEL FELDEWERT, ESQUI RE (by vi deoconference)

Hol | and and Hart

110 North Guadal upe, Suite 1
Santa Fe, NM 87501

nf el dewert @ol | andhart.com

(505) 988- 4421
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ON BEHALF OF EG. RESOURCES:

ON BEHALF OF COLGATE, OXY USA, PERM AN RESOURCES, AND
SPUR ENERGY PARTNERS:

ON BEHALF OF Cl MAREX AND COTERRA:

APPEARANCES (Cont'd.)

EARNEST PADI LLA, ESQUI RE (by vi deoconference)
Padilla Law Firm P. A

P. O Box 2523

Santa Fe, NM 87504

padi | | al aw@west of fi ce. net

(505) 988- 7577

ADAM RANKI N, ESQUI RE (by vi deoconference)
Hol | and and Hart

110 North Guadal upe, Suite 1

Santa Fe, NM 87501

agr anki n@nol | andhart.com

(505) 954- 7294

DARI N C. SAVAGE, ESQUI RE (by vi deoconference)
Abadi e and Schil |

214 McKenzie Street

Santa Fe, MN 97501

dari n@badi eschill.com

(970) 385- 4401
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APPEARANCES (Cont'd.)
ON BEHALF OF COTERRA AND CROSS Tl MBERS ENERGY:
W LLI AM E. ZI MSKY, ESQUI RE (by videoconference)
Abadi e and Schil |l
bi | | @badi eschill.com

ON BEHALF OF AVANT OPERATI NG, CHEVRON USA, FRANKLI N
MOUNTAI N ENERGY, AND MARATHON O L PERM AN:
DEANA M BENNETT, ESQUI RE (by vi deoconference)
Modral | Sperling
500 Fourth Street NW Suite 1000
Al buquer que, NM 87102
deana. bennett @modral | . com

(505) 848- 1834

ON BEHALF OF COG OPERATI NG, LLC, MEWBOURNE, AND
PERM AN RESOURCES OPERATI NG
DANA S. HARDY, ESQUI RE (by vi deoconference)
Hi nkl e Shanor
218 Montezuma Avenue
Santa Fe, NM 87501
(505) 982- 4554
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APPEARANCES (Cont'd.)

ON BEHALF OF BTA O L PRODUCERS AND RI DGERUNNER
RESOURCES OPERATI NG:

JACLYN M MCLEAN, ESQUI RE (by videoconference)

Hi nkl e Shanor

218 Montezuma Avenue

Santa Fe, NM 87501

(505) 982- 4554

ON BEHALF OF COG OPERATI NG, LLC:
OCEAN MUNDS- DRY, ESQUI RE (by vi deoconference)

ON BEHALF OF PRI DE ENERGY, FLAT CREEK RESOURCES, AND
LONGFELLOW ENERGY:
SHARON T. SHAHEEN, ESQUI RE (by vi deoconference)
Mont gonmery and Andr ews
325 Paseo De Peralta
Santa Fe, NM 97501
sshaheen@mont and. com

(505) 986- 2678
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APPEARANCES  (Cont'd.)

ON BEHALF OF AMERI DEV OPERATI NG, DEVON ENERGY

PRODUCTI ON, MATADOR PRODUCTI ON COMPANY, AND MRC

PERM AN COMPANY:

ALSO

PAULA VANCE, ESQUI RE (by videoconference)
Hol | and and Hart

110 North Guadal upe, Suite 1

Santa Fe, NM 87501

pmvance@ol | andhart.com

(505) 954- 7286

PRESENT:

Yarithza Pena, Panel (by videoconference)

Mar | ene Sal vi drez, Host (by videoconference)
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I NDEX

W TNESS(ES) :
STEPHEN JANACEK

By M. Bruce

By M. MCure
RAHUL JOSHI

By M. Bruce

By M. MCure
TONY TROUTMAN

By M. MClure
OLI VER WARNER SEEKI NS

By M. Rankin

By M. Gebrem chael
REED DAVI S

By M. Rankin

By M. Coetze
GEORGE ARMSTRONG WATERS

By M. Rankin

By M. (oetze

By M. Gebrem chael

DX

115

119

125

133

164

174

CX

116

120

156

173

183
184

RDX RCX
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EXHI BI TS
NO. DESCRI PTI ON
Cases 23587-23590:

Exhi bit A-4 Suppl emental information

NO. DESCRI PTI ON
Cases 23581-23583, 23486:

| D/ EVD

50/ 51

| D/ EVD

Exhi bit A-3 Land Owner shi p/ Pool ed Parties 54/ 54

Exhibit C Notice Affidavit

NO. DESCRI PTI ON
Cases 23651-23654:

Exhibit A Ext ensi on Application
Exhi bit B Pool i ng Orders
Exhi bit C Statenent - David Johns

Exhibit C-1 Mai | i ng Report

Exhi bit C-3 Pool i ng Exhi bi t

Exhi bit D Sel f-Affirmed Statenent
Exhi bit E Affidavit of Notice of

Publ i cati on

NO. DESCRI PTI ON

Cases 23662-23663:

Exhi bit A Testinmony - Adans
Davenport [ ph]

54/ 54

| D/ EVD

58/ 58
58/ 58
58/ 58
58/ 58
58/ 58
58/ 58
58/ 58

| D/ EVD

61/ 64
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NO.

Cases
Exhi bi
Exhi bi

NO,

Cases
Exhi bi
Exhi bi
Exhi bi
Exhi bi
Exhi bi

NO,

Cases
Exhi bi
Exhi bi
Exhi bi
Exhi bi
Exhi bi
Exhi bi
Exhi bi
Exhi bi
Exhi bi

EXHI Bl TS (Cont'd.)
DESCRI PTI ON
23662- 23663 (Cont'd.):

t B Testinmony - David Childers
t C Noti ce Testi nony
DESCRI PTI ON

23674-23675:

t A1 Statenment - Thomas Sl oane
t B St atement - John Carrol

t B-1 Locat or Map

t C Noti ce Affidavit
t D Af fidavit of Publication
DESCRI PTI ON

23632-23683:

t C Statenment - Lizzy Laufer

t C1 C102

t C2 Land Tract Map

t C3 Sampl e Well Proposal Letter
t C4 Chr onol ogy of Contacts

t D St atenent - Parker Foy

t D-1 Locat or Map

t D2 Sub-sea Structure Map

t D-3 Cross Section Map

| D/ EVD

61/ 64
61/ 64

| D/ EVD

66/ 67
66/ 67
66/ 67
66/ 67
66/ 67

| D/ EVD

73/ 73
73/ 73
73/ 73
73/ 73
73/ 73
73/ 73
73/ 73
73/ 73
73/ 73
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NO.

EXHI BI TS (Cont'd.)
DESCRI PTI ON | D/ EVD

Cases 23632-23683 (Cont'd.):

Exhibit D-4
Exhibit E

NO,

Case 23684:
Exhibit A
Exhibit B

NO,

Case 23693:
Exhibit 1
Exhibit 2

Exhibit 2-C-1

Exhi bit 2-3
Exhi bit 3
Exhi bit 4

Exhi bit 5
Exhi bit 7

Stratigraphic Cross Section 73/ 73

Sel f-Affirmed Statenent 73/ 73
DESCRI PTI ON | D/ EVD
St atement - John Kauf man 79/ 79
Mai | i ng Report 79/ 79
DESCRI PTI ON | D/ EVD
Application 89/ 89
Affidavit - Brad Dunn 89/ 89
Proposal Letter 89/ 89
Pl at 89/ 89

St atenment - Charl es Crosby 89/ 89
Affidavit of Notice of 89/ 89
Publ i cation

Certified Notice Spreadsheet 89/89
Pool i ng Checkl i st 89/ 89
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NO.

EXHI BI TS (Cont'd.)

DESCRI PTI ON

Cases 23696-23697:

Exhibit 1
Exhibit 2

Exhi bit 2-A
Exhi bit 2-B
Exhi bit 2-C
Exhi bit 4
Exhi bit 6

NO.

Application
Statenment - Matt
Rober son [ ph]

Wel |l Pl an

Bul | dog Wel | s

Well Units
Affidavit of Notice

Document

DESCRI PTI ON

Cases 23706-23707:

Exhibit 1
Exhi bit 2
Exhibit 3

NO,

Case 23710:
Exhibit 1
Exhibit 2
Exhi bit 3

Document

Document

Document

DESCRI PTI ON

Document

Affidavit - Mtch Rob [ph]

Noti ce Affidavit

| D/ EVD

99/ 99
99/ 99

99/ 99
99/ 99
99/ 99
99/ 99
99/ 99

| D/ EVD

104/ 104

104/ 104

104/ 104

| D/ EVD

106/ 106

106/ 106
106/ 106
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EXHI BI TS (Cont'd.)

NO. DESCRI PTI ON | D/ EVD
Case 236709:

Exhi bit A Hearing Materials 113/ 114
Exhi bit B Statenent - Stephen Janacek 113/ 114
Exhibit B-1 Proposed Exhibit A 113/ 114
Exhi bit B-2 Proposed Exhibit B 113/ 114
Exhibit B-3 Gun Barrel View 113/ 114
Exhibit B-4 Gas Sanmpl e Anal ysi s 113/ 114
Exhi bit B-5 Wel | Bore Diagram 113/ 114
Exhi bit C Statenment - Tony Trout man 113/ 114
Exhibit D St at ement - Rahul Joshi 113/ 114
Exhibit E Af fidavit 113/ 114
Exhibit F Noti ce 113/ 114
NO. DESCRI PTI ON | D/ EVD
Case 23685:

Exhi bit A Application 154/ 154
Exhi bit B Resume - O iver Seekins 154/ 154
Exhibit C Resume - Reed Davi s 172/ 172
Exhi bit D Resume - George Waters 183/ 183
Exhibit E Af fidavit 154/ 154
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| NDE X (Cont'd.)

DESCRI PTI ON

| dentified Geol ogi cal
Suppl ement al St at ement
St at ement

Unit Interval

Desi gnat ed Oper at or

Pi ck

DOCUMENTS REQESTED

PAGE
126
155
173
187
187
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PROCEEDI NGS

THE HEARI NG OFFI CER: -- conduct the
hearings on the O 1| Conservation Division -- hearings
docket worksheet dated August 3, 2023. The fi nal
wor ksheet was posted on the division webpage | ast
night -- sorry, yesterday, and we wll be wal ki ng
t hrough the cases in that order, as usual, and as
usual, we'll begin wth the status conferences and
nove to the uncontested hearings, and then to the
t hi ngs that nmay be nore contest ed.

So I'lIl start -- let ne ask the
technical staff first. Are there any announcenents
this nmorning? Any announcenents?

MR. LOWE: | have no announcenents.
This is Leonard.

THE HEARI NG OFFI CER: Thank you, M.
Lowe. Qur court reporter this norning is Dana Ful ton.
Pl ease do speak up if there's sonething that you
didn't catch, and we will repeat it.

So case nunber 23399. The applicant is
Ci marex Energy. There are several different types of
applications. The well name is Big Iron. Applicant's
counsel is Abadie and Schill. There are a nunber of
appearances, and let nme say, in connection with 23399,

| will call at the sanme tine 23400, 23401, 23402,
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23214, and 23308. Those have different applicants,
but let's start with Cimarex. M. Savage -- for the
appl i cant Ci mar ex.

MR. SAVAGE: Yes, good norning, Madam
Heari ng Exam ner. Good norning, Technical Exam ner,
M. Technical Exam ner. Darin Savage with the Santa
Fe office of Abadie and Schill, on behalf of Ci marex
Ener gy Conpany.

THE HEARI NG OFFI CER: Thank you. |Is
your sound up? You were a little soft there.

MR. SAVAGE: |'Il try to speak | ouder.
| don't see, but maybe | can do sone adjustnents here.
| s that better?

THE HEARI NG OFFICER: A little bit.
Keep your voice up, please. Let's see. W also have
appearances in this set of cases from Mewbourne Q1| --
for Mewbourne. M. Bruce?

MR. BRUCE: -- | was nuted. Jim Bruce
on behal f of Mewbourne.

THE HEARI NG OFFI CER: Good norni ng, M.
Bruce.

MR. BRUCE: Good norni ng.

THE HEARI NG OFFI CER: EGL Recourses?

MR. PADI LLA: Madam Examiner, |'m

Earnest Padilla for EGL Resources.
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THE HEARI NG OFFI CER:  Good nor ni ng.

Marat hon G| Perm an?

MS. BENNETT: Deana Bennett from
Modral | Sperling on behalf of Marathon G| Perm an

THE HEARI NG OFFI CER:  Good nor ni ng.

Mat ador Production Conpany? |s anyone

here for Matador?

MR. BRUCE:. Madam -- | think maybe |
file -- 1 didn't look at the case file, but | think
m ght have entered an appearance -- virtual
connectivity interruption -- but I will do so just so

the record ...

THE HEARI NG OFFI CER:  All right. Thank
you very much, M. Bruce. And MRC Del aware Recourses?

MR. BRUCE: Sane thing -- virtual
connectivity interruption -- NMRC

THE HEARI NG OFFI CER: Okay. Thank you
very much, M. Bruce. M. Bruce, | think there m ght
be sone background noi ses, maybe from having two
di fferent phones perhaps, or two different devices?
"' m not sure.

MR. BRUCE: M place is silent, and |
normal Iy have one -- and I"'msitting --

THE HEARI NG OFFI CER: Okay. Who is

call-in user nunber 3, then? | think the noise is
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comng fromcall-in user nunber 3. Hello? It seens
to have stopped. Al right. Thank you all for that.

So then |l et ne expressly ask about
23214. The applicant is EG. Resources. M. Padilla,
you said you're representing EGQ.

MR. PADI LLA: |'m not sure what the
status is, Madam Examiner. |'ve been told that we're
not opposed to a continuance in this case. M
understanding is that there's still considerable
negoti ati ons goi ng on between Mewbourne and Coterra,
and |I'm not sure whether Coterra is still in this case
or not, but there's still negotiations going on, so |
think in the interest of brevity, for now, a
conti nuance or another status conference would
probably be in order.

THE HEARI NG OFFI CER: Ckay. Well, this
Is still part of this same big group of cases that
we're doing a status conference. | was just calling
out the applicant specifically, and then Mewbourne,

M. Bruce, represents.

So who would like to kick off the
di scussion here? M. Savage?

MR. SAVAGE: | think M. Padilla sumed
it up pretty well. | talked to our client, and they

sound |ike they're very close to papering sonething
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up. They're trying to clear sone tine to do that and
finalize some things. So | would recommend, if the
OCD woul d be agreeable, that we did another status
conference, and maybe we should push it down just a
little bit -- October 19th, just to give us sone tine
to finalize these. It looks |like everybody's on the
right track to see sonething get to fruition.

THE HEARI NG OFFI CER:  AIl right. Well,
t hank you for that, M. Savage. October 19th is one
of the dates that we can nove it to. Any other
conment s?

MR. BRUCE: Madam Exam ner, | woul d say
that no. From speaking with ny client this week, that
they are in discussions with Cinmarex quite often, so |
think M. Savage has the right idea.

THE HEARI NG OFFI CER: All right. Thank

you. Ms. Bennett?

M5. BENNETT: -- clarify that in case
23 -- 8, which is part of these cases, | entered an
appearance on behalf of Avant Operating, and so | just
wanted to clarify that, in this particular case, |I'm

in this case for Avant Operating, for the record.
THE HEARI NG OFFI CER: Wel |, thank you
very nmuch. And do you have any comrent on anot her

status conference on October 19th? M. Bennett,
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there's a delay between the time | can see your |ips
noving and the tinme we hear sound.

MS. BENNETT: -- audio nethod for the
next hearing.

THE HEARI NG OFFI CER:  All right.
Anyt hing el se? From anyone else? No? All right.
Then we will reset this for a status conference on
Oct ober 19th. Again, it's the first six cases, cases

docketed 1 through 6 there on the worksheet. Thank

you al | .

Let's nove, then, to case 23604. XTO
Energy is the applicant. |It's a conpul sory pooling
application. The nanme of the well is Perla Verda, and
Hol l and and Hart is counsel for the applicant. 1Is

that true, M. Debrine? Let's see. OCh, no. M.
Fel dewert. Hell o.

MR. FELDEWERT: Good norning, Madam
Exam ner. Yes, |I'mappearing in a mtter for XTO
Ener gy.

THE HEARI NG OFFI CER: Terrific. Thank
you. And we have an appearance by Moddrall Sperling on
behal f of Apache. That nust be you, M. Debrine?

MR. DEBRINE: That is, Madam Exam ner.
Earl Debrine with Modrall Sperling on behalf of Apache

Cor por ati on.
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THE HEARI NG OFFICER:  All right. So we
had originally marked this as a status conference.
Now | see there is a notion to continue. Wuld you
li ke to address that, please?

MR. FELDEWERT: Sure. XTOfiled in the
notions. It's my understanding that the parties are
pretty close to reaching an agreenent. W' ve asked
that the matter be continued for two weeks to August
17th when we anticipate they will be able to present
the matter by affidavit.

THE HEARI NG OFFI CER: Al |l right.

MR. FELDEWERT: s that right, Earl?

MR. DEBRINE: Yes. | would concur with
that, and it's ny understanding they're very close so
that we should able to allow the matter to go to
hearing in two weeks. |[If not, we nay have to cone
back and ask for additional tinme, but hopefully we can
get it done by then.

THE HEARI NG OFFI CER: Al l right. Thank
you. | will see you then with a presuned affidavit
case on August 17th. Thank you.

MR. FELDEWERT: Thank you.

MR. DEBRI NE: Thank you.

THE HEARI NG OFFI CER: Let's nove to
case 22409. The applicant is Chevron USA. It's a
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conpul sory pooling application. The well is ZN
Yosemte. Modrall Sperling entered an appearance on
behal f of the applicant, and I'mcalling that one in
connection with a couple others that are associ ated
with this: 22410, 22411, 22412, 21568, 21572, and
22653. So let's see. M. Bennett? Are you here for
Modr al | ?

MS. BENNETT: | am thank you, and
hopefully this is better audio.

THE HEARI NG OFFI CER: Yeah. That is --
terrific. Thank you.

MS. BENNETT: Sure. Yes. So Deana
Bennett from Modrall Sperling on behalf of Chevron USA
in all of the cases that you called. Thank you.

THE HEARI NG OFFI CER: Al l right. Thank
you. We al so have appearances from Taprock. |s that
you, M. Bruce, from Taprock?

MR. BRUCE: Yes, that's correct. Thank
you.

THE HEARI NG OFFICER: Allrighty. And
Pride Energy Conpany. Ms. Shaheen? You're here from
Mont gomery and Andrews. Good norni ng.

MS. SHAHEEN: Good norning. Thank you.
Yes. And | would note for the record that we al so

entered an appearance in the Taprock cases that you
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called as well. That's 21568, 21572, and 22653.

THE HEARI NG OFFI CER: Yes. Let's see.
Then there are appearances as well in those cases by
Cotera and COG. So let's see. VWho's here from Abadi e
and Schill?

MR, ZIMSKY: W IIliam Zi nmsky on behal f
of Cotera, | believe.

THE HEARI NG OFFI CER: Great. Thank
you, M. Zinmsky. And M. Savage?

MR. SAVAGE: Yes. | was nuted when |
sai d that exact sane thing.

THE HEARI NG OFFI CER:  All right. Thank
you. All right. Are there any other appearances?

MS5. MUNDS-DRY: | think that's ne,
Madam Heari ng Exam ner. Ocean Minds-Dry for COG
Oper at i ng.

THE HEARI NG OFFI CER: Wl |, good
nmor ni ng, Ms. Munds-Dry.

MS. MUNDS- DRY: Good norni ng.

THE HEARI NG OFFI CER: That's great --
there's COG Al right. Any other appearances? No?
Al right. W have all of you down for this set of
cases for a status conference.

Ms. Bennett, are you going to start the

conference here?
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M5. BENNETT: Thank you. Yes. I|I'm
happy to kick it off. |In these cases, the applicants,
Chevron and Taprock, had originally excluded a 40-acre
tract because that 40-acre tract had not yet been
| eased, and Pride Energy has now received the BLM
| ease for that 40 acres, and Pride, as a result, noved
to vacate the hearing that was set, and set this for a
status conference, and so I'd like to pass it to Ms.
Shaheen to tal k about Pride's position, and then see
where we stand.

MS. SHAHEEN: Thank you, Deana.

|'ve tal ked with both counsel for
Chevron and Taprock and al so our client has spoken
with Taprock. Pride would |ike these cases -- all of
these applications to be dism ssed and re-filed to
include its 40-acre tract, and | believe that both
Chevron and Taprock are willing to do that. | think
Taprock -- | won't speak for Taprock because M. Bruce
I's here, but ny understanding is Taprock has cl osed on
its sale and that they're now ready to address these
cases.

And so we have discussed the
possibility -- I've discussed with Ms. Bennett the
possibility of holding a status conference on

Septenber 21 to see what the next steps are, and
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hopefully the applicants will have dism ssed their
applications and refile to include Pride's tract.

THE HEARI NG OFFI CER:  Anyone el se?

MR. BRUCE: Madam Exam ner, | think --
| know Taprock, if that's the case, and | haven't
spoken with them here in the | ast week or so. Taprock
woul d need to dism ss and refile two cases. One of
the cases is unaffected by the new | ease, and so |
t hi nk Chevron may be in a simlar situation with one
or two of its applications.

THE HEARI NG OFFI CER:  Ckay.

M5. BENNETT: Thank you. Chevron is
eval uati ng whether -- which of the cases it woul d need
to dismss and refile, and so we would -- but in any
event, it's my understandi ng that both Chevron and
Taprock woul d have to repropose the wells in the east
hal f/east half at a m ninum and so even if we have --
I'"'mfine with having a status conference on Septenber
21st to touch base and see where we all are, but I
don't want anyone to have the inpression that we w |l
have new applications filed by then because that is
too soon to repropose and refile, so | did just want
to |l evel set expectations there and say that, while
Chevron is conpletely on board with di sm ssing and

refiling, there's sone |ogistical aspects that would
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ext end beyond the 9/21 status conference, but | do see
sone value in having the 9/21 status conference to
update the division and each other on where we are in
t hat process.

THE HEARI NG OFFI CER: Ckay. Any ot her
comments? No? Al right. 1In that case, let's add it
to the 9/21 worksheet for a status conference, and
we'll take up this discussion again. Thank you all.

M5. VANCE: Thank you, Madam Exam ner.

MS. BENNETT: Thank you.

MR. SAVAGCE: Thank you.

THE HEARI NG OFFI CER: Al right. Let's
nove to nunber 15. This is case 23621. Also 23622
and 23623. They're bundled. The applicant is MRC
Perm an conpany. The well famly is John Call ahan,
and Hol |l and and Hart entered an appearance for the
applicant -- who's here fromHoll and and Hart?

M5. VANCE: Yes. (Good norning, Madam
Heari ng Exam ner and Techni cal Exam ners. Paula Vance
with the Santa Fe office of Holland and Hart on behal f
of the applicant, MRC Perm an Conpany.

THE HEARI NG OFFI CER: Good norning, M.
Vance. Oher entries include COG Operating. | see
you, Ms. Minds-Dry.

M5. MUNDS- DRY: Good norning. Ocean
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Munds-Dry with COG Operating LLC

THE HEARI NG OFFICER:  All right. And
Franklin Mountain Energy. That nust be you, M.
Bennett .

M5. BENNETT: Good norning. Deana
Bennett on behal f of Franklin Mountain Energy, LLC
Thank you.

THE HEARI NG OFFI CER:  AIl right. Are
there any other appearances this norning? No? So
who's going to kick off the discussion?

M5. VANCE: |'m happy to do that, Madam
Heari ng Exam ner.

| think at this point -- so we filed
our applications, and it's ny understandi ng that
Franklin Mountain Energy has sent out sone well
proposals and will have sonme conpeting applications
that they may be filing, and happy to -- obviously M.
Bennett can speak to that, but that's ny
understanding, and | would say that | think, given
that, our preference would be at this point, since we
j ust got those proposals, is to have a status
conference sonetine in Septenber, preferably the |ater
date in Septenber, the 21st.

THE HEARI NG OFFI CER: Al |l right.

Anot her status conference on the 21st. Any other
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comments? Ms. Bennett or Ms. Miunds-Dry?

MS. BENNETT: Thank you, Madam
Examner. |I'm again, not opposed to a status
conference on Septenber 21st, but we will not have
been able to -- well, we will have -- if everything
goes according to plan, then we will have filed the
conpeting applications by Septenber 21st, but they
w |l not be, you know, quote-unquote "ripe" yet, but I
think that having at |east a placeholder for the --
pl acehol der status conference, and then if we're in a
position to actually go to a contested hearing, we can
wor k that out as between the parties in advance of the
Septenmber 21st contested hearing date.

THE HEARI NG OFFI CER:  Ms. Munds-Dry,
anything to add?

MS. MUNDS- DRY: \What ever works for them
wor ks for us.

THE HEARI NG OFFI CER:  All right. Thank
you all very nmuch. | wll add this to the Septenber
21st docket for another status conference. Thank you.

MS. BENNETT: Thank you.

M5. VANCE: Thank you.

THE HEARI NG OFFI CER: Let's npve, then,

to 23647. This is MRC Perman still, but it's --
wait . Oh, | see. Mentions separately here, still
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John Cal l ahan Well, and -- but we don't have exactly
the sanme parties. Holland and Hart -- let's see.
That must be you, M. Feldewert?

MR. FELDEWERT: Actually, |'m going
to -- | think Ms. Vance is still handling the John
Cal | ahan case.

M5. VANCE: Yes, Madam Heari ng

Exam ner. | apologize. So all of those are -- those
are consol i dated cases all together, and -- but just
t he one case has a nunber that -- a case nunber that

I's not sequential with the others.

THE HEARI NG OFFI CER: Okay. And COG
may or may not be in that one. All right. So thank
you very nmuch. | will nove on fromthere.

23659. Franklin Mountain Energy is
applicant. Conpul sory pooling application. New
Yeller is the well famly. I'mcalling this with
23660 and 23661. New Yeller is the well nanme for al
of it. Modrall Sperling for the applicant. M.
Bennett ?

MS. BENNETT: Yes.

THE HEARI NG OFFI CER: | see you there
on the screen.

MS. BENNETT: Good norning, again.

Deana Bennet on behal f of Franklin Mountain Energy,
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LLC

THE HEARI NG OFFI CER:  Good norni ng.
And t hen appearances from Matador and MRC Perm an,
Hol | and and Hart appearing for them That nust be
you, M. Fel dewert?

MR. FELDEWERT: Yes. Good norning, Ms.
Ot h.

THE HEARI NG OFFI CER: Ckay. W have a
status conference.

M5. BENNETT: Yes. This is the mrror
i mge of the set of cases we've just discussed. So in
this cases Franklin Mountain Energy submtted its
applications, and MRC and Matador objected to the
cases going by affidavit, and it's nmy understandi ng
that MRC Permian is going to file conpeting
applications, and so |'mnot sure if that's happened
yet, so I'minterested in -- or sent out proposals
yet. So I'minterested in hearing the status of that
from M. Feldewert and then seeing where we can go
fromthere.

THE HEARI NG OFFI CER: Thank you. M.
Fel dewert ?

MR. FELDEWERT: Yeah. Franklin
Mountain here is seeking to conbine the west half of

section 32 where they have ownership with the west
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hal f of section 29 where they have no ownership. MRC
Perm an has ownership in section 29. That's -- as a
result, they are sending out conpeting well proposals
that will develop MRC s acreage in the west half of
section 29. Qur application for pooling should appear
on the COctober 5th docket, so Ms. Orth, | believe we
can be ready for hearing at that tine.

THE HEARI NG OFFI CER: Thank you for
that, M. Feldewert. M. Bennett?

MS. BENNETT: | think that shoul d be
fine. | haven't confirmed with ny clients on that
heari ng date because, until now, | did not know when

Mat ador' s applications would be ripe, so with the
division's |l eeway, | would request sonme tine to
confirmw th Franklin Mouuntain that that date works
for them and then we can get back to the division on
a hearing date.

THE HEARI NG OFFI CER: Ckay. Sorry, you
broke up right at the end. You would get back to the
division with a confirmation that your w tnesses woul d
be avail abl e on COct ober 5th?

MS. BENNETT: That's correct.

THE HEARI NG OFFI CER: Ckay. Thank you.

Al right. So we will, for the nonment, understand
that that will be a contested hearing on October 5th.
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MR. FELDEWERT: What | will do, M.
Orth, is, recognizing that we can have the hearing on
the 5th, we're going to need a pre-hearing order. |
will certainly et you know when we file the
applications so that you have the case nunbers to
I ncorporate it into a pre-hearing order.

THE HEARI NG OFFI CER: Thank you very
much, M. Feldewert. All right. Thank you both.

MR. FELDEWERT: Thank you.

THE HEARI NG OFFI CER: Next case. This
is 22 -- 23680, Spur Energy Partners. Welch is the
wel |l nanme. Holland and Hart entered the appearance
for the applicant. Wo's here from Holl and and Hart
for Spur Energy Partners? M. Rankin, hello.

MR. RANKIN: Good norning, Ms. Hearing
Exam ner. Adam Ranki n appearing on behalf of the
applicant in this case with the Santa Fe office of
Hol | and and Hart.

THE HEARI NG OFFI CER:  And we al so have
an appearance from Longfell ow Energy. Montgonery and
Andrews. That nust be you, M. Shaheen.

M5. SHAHEEN: Thank you, Madam
Exam ner. Sharon Shaheen, Montgonery and Andrews on
behal f of Longfell ow Energy.

THE HEARI NG OFFI CER: Thank you. Are
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there any other appearances this norning? No? All
right. M. Rankin, you' re going to kick off the
di scussi on.

MR. RANKIN: Good norning -- may it
pl ease the division. So yes. Spur had filed an
adm ni strative application for a nonstandard | ocation,
in the subsequent -- and within the tine allotted
under the adm nistrative procedures. Longfellow has
obj ected, and the basis of that objection, which has
not been resolved, we're asking that the nonstandard
| ocati on application be set for hearing at a contested
docket .

THE HEARI NG OFFI CER:  Ms. Shaheen?

M5. SHAHEEN: Yes. | agree with M.
Rankin. The only thing | would note is that ny
clients do have sonme unavailability in October, and so
their availability is in Novenber.

THE HEARI NG OFFI CER:  All right. The
Novenmber docket dates are Novenmber 2nd and 16th. So
we'll try the 2nd?

M5. SHAHEEN: That works for
Longfel | ow.

THE HEARI NG OFFI CER: M. Rankin?

MR. RANKIN: | believe that -- | did

not actually confer with them on Novenber dates, but |
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bel i eve that date should work, and if there's an issue
with it, we can address it at that tinme and, as

al ways, | guess there's a possibility that the parties
may work it out between now and then, given the
expanse of tine, so | think that we'll take the
Novenmber 2nd hearing date and if there's an issue with
that, we will make a notion.

THE HEARI NG OFFI CER: Thank you very
much, M. Rankin. And Ms. Shaheen. We'Il| add it to
t he Novenber 2nd docket.

Let's move on to 23686 and 23687. The
applicant is Chevron USA.

MR. RANKI N: Ch, Madam -- |'m sorry.
One question just to be clear. | expect there will be
a pre-hearing order issued in that case so that --

THE HEARI NG OFFI CER:  Yes.

MR. RANKIN: -- understand that there's
deadlines for filing their exhibits and testinony and
so forth.

THE HEARI NG OFFI CER: Yes. That'll be
one of nmy bits of homework after we have gotten off
the platform

MR. RANKI N:. Thank you.

THE HEARI NG OFFI CER: Thank you.

So 23686 and 23687. Chevron USA is the
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applicant. These relate to salt water wells. The
wel I s' names are Papa Squirrel and Severitas. Modrall
appeared on behalf of the applicant. |Is that true,
Ms. Bennett?

M5. BENNETT: Yes, it is. Thank you
very much. Deana Bennett fromthe Mddrall Sperling
| aw firm on behal f of Chevron, USA.

THE HEARI NG OFFI CER: Great. And
Mewbour ne entered an appearance in both of these. M.
Hardy, is that you from Hi nkl e- Shanor ?

M5. HARDY: Yes, it is. Good norning.
Dana Hardy with Hi nkl e- Shanor for Mewbour ne.

THE HEARI NG OFFI CER:  Good nor ni ng.
And Ms. Minds-Dry, | assune you're here for COG?

M5. MUNDS- DRY: Good norning. Ccean
Munds-Dry for COG Operating, LLC, and we've only
entered our appearance in 23687, just to nmake the
record clear.

THE HEARI NG OFFI CER: Yes. All right.
That is what is shown on the worksheet, so thank
you --

M5. MUNDS- DRY: Thank you.

THE HEARI NG OFFI CER:  Thank you for
saying that. Let's see here. M. Bennett, are you

going to kick off the discussion?
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MS. BENNETT: Yes, thank you. So
Chevron has filed these two SWD applications. These
applications were originally submtted as
adm ni strative applications, and Mewbourne objected to
the adm nistrative applications. Chevron and
Mewbour ne have been in discussions, and Chevron and
COG have al so been in discussions. And Chevron and
t he division have been in discussions. So these are
shal l ow SWDs, so this would be considered a pil ot
proj ect.

And it's ny understanding that the
division is considering its position and how to treat
t hese applications, and we don't quite have that
i nformation yet. And so what | would ask is, with the
division's | eeway, unless sonmeone fromthe division
has sone further informati on on these cases, is to
allow nme a week or two to further coordinate with the
division on its position and then at that point |
could file a continuance or another pleading that
woul d allow the parties to understand the status of
t he cases and the next steps.

THE HEARI NG OFFI CER: All right. Thank
you. | can certainly see if M. Goetze has anything
to offer at this point. | believe he's probably on

the -- yes. M. C(Goetze, do you have anything got ask
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or offer at this point? These are salt water -- well
as you know, |I'msure --

MR. GOETZE: Thank you, Ms. Oth. At
this point, no, | have no comment. W'I|l see what
happens, but it is ny understanding that it is being
considered, and we will see where it goes. Sorry.
Caught ne off guard.

THE HEARI NG OFFI CER: Very sorry.

MR. GOETZE: We have nothing to say at
this point.

THE HEARI NG OFFI CER: Al l right. Thank
you. Ms. Hardy or Ms. Munds-Dry, do you have anything
to offer?

MS. HARDY: No, Madam Exam ner. |
think Ms. Bennett's proposal is fine from Mewbourne's
perspective.

MS. MJUNDS- DRY: Ditto for COG Thank

you.
THE HEARI NG OFFI CER:  All right.
MR. GOETZE: Ms. Orth, | wll venture
to say that it will not remain in division. | can

offer that, so we shall probably see this nove to a
different venue with regards for its discussion and
determ nation. Thank you.

THE HEARI NG OFFI CER:  Thank you. |
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guess that's what | was trying to figure out, whether
it makes sense to kick this forward on the division's
docket or, know ng that the operating assunption of
staff and parties is that you'll find yourself before
the comm ssion rather than the division, what the best
course of action is there.

MR. GOETZE: Ms. Examiner, | would just
support that, if it's necessary for continuity, then
anot her status conference would be a chain of
continuity. O herwse, | would generally assune that
we're going to the next |evel.

THE HEARI NG OFFI CER:  Yeah. Ckay.

MS. BENNETT: Yes. Thank you, M.

Goet ze, and Madam Examiner. That is precisely the
reason why | was hoping to have a little nore tine,
because if we are going to be kicked up to the

conmm ssion, then that would elimnate needi ng an

addi tional status conference with the division, and so
just getting sonme confirmation on that and, you know,
the logistics of that m ght take sonme tinme, and so
that's why | didn't want to say for sure that we
shoul d have a status conference before the division,
but rather just have sone tine to | et the process play
out so that we can nmaybe have it worked out just

seanm essly. That's ny hope.
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THE HEARI NG OFFI CER: AlIl right. So we
won't identify a date certain for any other additional
status conference?

MS5. BENNETT: Yes. [If the division
woul d just give ne, say a week or ten days, and then
if | haven't gotten -- or if we don't have
clarification by then as to the next step, I'll file a
notion for continuance and a request for a status
conf erence.

THE HEARI NG OFFI CER:  All right. I
think that sounds |i ke a good plan.

MS. BENNETT: Thank you.

THE HEARI NG OFFI CER:  Thank you. |If
there's nothing else, thank you all.

Let's nove then to the next set of
cases. 23688, 23689, 23690, and 23691. Mewbour ne QO |
Conpany is the applicant. W have conmpul sory pooling
applications and an application to anend earlier
orders. The well nane is Judge, and M. Bruce is the
applicant's counsel. Then we have a nunmber of other
appearances. M. Bruce?

MR. BRUCE: Yes, |'mhere. Thank you.

THE HEARI NG OFFI CER: Thank you.
Appearances were entered on behalf of Col gate, Perm an

Resources, Coterra Entergy, and Cimarex. | see you,
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M. Savage, on the screen, from Abadie and Schill.

MR. SAVAGE: Yes. Good norning, Madam
Heari ng Exami ner. Good norning, technical exam ners.
Darin Savage with Abadie and Schill on behal f of
Coterra Energy and Ci marex Energy Conpany et al.

THE HEARI NG OFFI CER: Thank you. And
M. Rankin from Hol |l and and Hart.

MR. RANKI N: Good norni ng, Madam
Exam ner, may it please the division. Adam Rankin
with the Santa Fe office of Holland and Hart,
appearing in these cases on behalf of Col gate and the
Perm an entities.

THE HEARI NG OFFI CER: Thank you. M.
Bruce, would you like to kick off the discussion?

MR. BRUCE: Sure. 1'll kick it off,
and then the other gentlenen can join in whenever they
feel like it. |In these cases, there's a |lot going on
here that you m ght not be aware of. In these four
cases, Mewbourne seeks to force pool four well units
coll ectively covering two sections of land in the Bone
Spring formation. Colgate has a pooling order on part

of the | ands covered by the first application, 23688,

which is on appeal to the comm ssion -- de novo

appeal. And that's where vacating the order cones in,

and I'Il let M. Rankin address that. | know he and |
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have di scussed this before.

The | ong and the short of it is, the
ot her three cases, at least at this point, are not
contested by Colgate, but they're all of a package
that eventually need to be heard, all of them because
of the pending conmm ssion case which is now on the
Sept enmber conm ssi on docket, and M. Savage al so has a
case on that docket that is intertwined with all of
t hese.

Now |I'm not saying it's going to
hearing in Septenber. W have all been in touch with
M. Mbander about that, but eventually we'll need
to -- | think what the comm ssion wants is for the
division to make a determ nation in these cases before
one or nore of them may go up on appeal together with
the Colgate case and the Cinmarex case. And that's
where we stand right now | know the parties -- |
know Mewbour ne has been in touch with Col gate
di scussing this situation. That's about as nmuch as |
know, and I'd invite M. Rankin to kick off phase two
of this introduction.

MR. RANKIN: Good norning, Madam
Exam ner. Yes, | think M. Bruce has effectively and
correctly summari zed where procedurally these

interrelated matters stand. From our perspective,
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Madam Exam ner, yes, M. Bruce is correct that the --
of these four cases that have been filed, one of them
af fects plans for which Col gate has an existing
pooling order in place that was issued by the
division. That pooling order is on appeal under a de
novo application with the conm ssion.

So at this point, Madam Exam ner, the
applicant in these cases has asked for the revocation
of that pooling order, and | guess the question | have
I's, you know, what's the basis for that? And | think
before we can proceed, you know, down any pat hway, we
need to understand better what Mewbourne's position is
and what the |egal basis is for revocation of a
pooling order that was issued, you know, essentially
al nost nore than two years ago.

So that's kind of where we stand right
now, and | understand that, you know, there's a
potential for these all to get bound up together, but
before we get to that point, | think we need to
understand a little better, maybe to Jinms -- to M.
Bruce's point, maybe a decision fromthe division on
whet her there's a basis at all for one or any of these
to proceed based on the fact that there's an existing
pooling order in place.

THE HEARI NG OFFI CER: Thank you. M.
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Savage, anything to add?

MR. SAVAGE: Yes. Madam Hearing
Exam ner, we -- Cimarex is involved in these set of
cases with the OCC. M. Rankin di scussed precedent,
what the | egal precedents would be. | would just |ike
to point out that | believe these questions have been
addressed a few years ago. Madam Hearing Exam ner,
bel i eve that you actually presided over sone of these
heari ngs, when | was |looking at ny files here. Ascent
Energy Conpany was involved in the cases 21393 and
21394 at the division level, and those cases are set
to be heard at the division before they go to the OCC,
and that was part of a de novo hearing. It looks to
us like the precedent has been set and, you know,
OCC -- the comm ssion's policy is in place. That the
conm ssion wants to see all the potential conflicts
and potential cases heard and addressed at the
division | evel before they nove to the conm ssion.

So, you know, | think that these cases,
t hey deserve sone full consideration, but | think that
there is a good amobunt of precedents.

THE HEARI NG OFFI CER:  Ckay. M. Bruce?

MR. BRUCE: Again, | would point out
that the |last three cases, there is not an issue as to

vacating an existing pooling order. They're just
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pretty straightforward pooling cases. And as | said,

M. Rankin and | have di scussed his position in this

case. Perhaps the thing to do is -- he spoke about it
before. |If M. Rankin would care to file a notion to
di sm ss, and Mewbourne and probably Cinmarex -- or

Coterra woul d respond and then have an argunent on
that. As to the first case, that may be the route to
go, and kick these down the road for a status
conference maybe, you know, | ate Septenber, sonething
| i ke that.

THE HEARI NG OFFI CER: M. Ranki n?

MR. RANKIN: Well, | guess we certainly
could file a nmotion to dismss, and I think it woul d
be fairly generic because | don't think I, you know,
fully understand the basis for an application seeking
to revoke a pooling order that has been issued nore
than two years. | think that's kind of different than
the cases that M. Savage was citing. But we
certainly can do that if that's what it's needed to
trigger, you know, consideration of these cases. |
think we can certainly do that.

As to the question about the one case
where there's an existing pooling order and the other
three cases where there is not, | think, you know, |

t hi nk Mewbour ne has put those other three cases into

Page 45

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

play by alleging in its application that its conplete
devel opnent package is better than the one under which
Col gate's order exists, so I'"mnot sure how easily

t hey can be extricated. So our viewis that they
ought to be considered together at this point, at

| east based on nunerous allegations, and so that's our
position as to the package of four cases. And so |
think, at this point, if it's required or if it's
deened to be the nobst expedient path forward, we'd be
happy to file an application to dism ss.

MR. BRUCE: |It's either that or set it
for a contested hearing right now.

THE HEARING OFFICER: | think that's
probably a correct assessnent. M. Savage, anything
to add?

MR. SAVAGE: No, | agree with M.
Bruce. And that's, you know, basically our -- what we
have to say on this.

THE HEARI NG OFFI CER: M. Rankin, a
notion to dismss, and then we'll talk about it again
on Septenber 21st?

MR. RANKIN:. Thank you. | believe
that's probably the nost reasonable path forward, so
that the division and the parties can sort through

what their positions are and the bases for proceeding.
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THE HEARI NG OFFI CER: All right. 1" 11
| ssue an order. Thank you.

MR. SAVAGE: Thank you.

MR. BRUCE: Thank you.

THE HEARI NG OFFI CER:  All right. The
next set of cases. Several cases, all connected, for
anot her status conference. And then we'll finally get
to the hearing portion of the worksheet. 23236,
23237, 23240, 23241, and 23242. COG Operating,
conpul sory pool ing and nonstandard spacing. The well
name i s Akubra and Henni n. Hi nkle-Shanor, M. Hardy?

MS. HARDY: Yes, Madam Exani ner. Dana
Hardy w th Hi nkl e-Shanor for COG Operating.

THE HEARI NG OFFI CER:  Thank you.
Franklin Mountain Energy entered an appearance. M.
Bennett, you're here from Modrall.

MS. BENNETT: Good norning, and thank
you. Deana Bennett, Modrall Sperling, on behalf of
Frankl i n Mountai n Energy.

THE HEARI NG OFFI CER: Thank you. Ms.
Hardy, you're going to kick off the discussion.

MS. HARDY: Yes, Madam Exam ner. |
woul d i ke to continue these cases to October 5th for
presentation by affidavit.

THE HEARI NG OFFI CER:  Ckay.
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M5. HARDY: | don't think there's a
di spute with Franklin Muntain at this point, and we
woul d just |like to go ahead and present them by
affidavit in October if that's acceptabl e.

THE HEARI NG OFFI CER: Al right. M.
Bennett ?

MS. BENNETT: Thank you. Yes, Ms.
Hardy's correct. Franklin Mountain Energy does not
object to these cases being heard by affidavit.

THE HEARI NG OFFI CER: On 10/5. Al
right. Thank you very nuch.

M5. HARDY: Thank you.

THE HEARI NG OFFI CER: All right. Now
we're getting into the hearings, though |I believe nost
of these are affidavit hearings. The first set of
cases is 23587, 23588, 23589, 23590. The applicant is
Fl at Creek Resources. [It's a conpul sory pooling and
nonst andard spaci ng applications. The well nane is
Rena, and Ms. Shaheen, you nust be here from
Mont gonery and Andrews for the applicant.

M5. SHAHEEN:. Yes. Thank you, Madam
Exam ner. Sharon Shaheen, Montgonery and Andrews, on
behal f of Flat Creek Resources.

THE HEARI NG OFFI CER: Thank you. Devon

Energy Production entered an appearance in at | east
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two of the cases, and Holland and Hart is here on
behal f of Devon. Ms. Vance, are you here?

MS. VANCE: That's correct, Madam
Heari ng Exam ner. Paula Vance with the Santa Fe
office of Holland and Hard on behal f of Devon Energy
Production Conmpany. And as you nentioned, we only
entered an appearance in case nunbers 23588 and 23590.

THE HEARI NG OFFI CER:  All right. Thank
you. Are there any other appearances this norning?

Al'l right. Hearing none, M. Shaheen,
woul d you |ike to make your presentation please?

M5. SHAHEEN:. Yes. Thank you. This
case was presented at the |ast hearing, and the
di vi sion requested sonme addition information which we
filed on Tuesday. Those two docunents include the
suppl emental information on oil conservation
division's previous treatnent of request for
alternative spacing units and revised exhibits A-4.
The revised exhibits A-4 speak for thenselves. W
sinply highlighted in yell ow those parties who Fl at
Creek seeks to pool at this tine.

" mnot sure -- M. MClure | believe
Is in attendance. He had the question about
whether -- in this instance, these applications asked

for orders approving alternative size spacing units.
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And he asked the question as to whether the division
has done this in the past, and we nade an effort to
answer that question in the supplenental information.
And | can quickly summari ze.

We had referred to the Titus cases. |
don't know if you recall, Madam Exam ner. You
actually were the hearing exam ner for those cases, in
which Titus requested alternative spacing units. In
t hat instance, Titus actually decide before the orders
were entered which size spacing unit it wanted, and we
did some research and explored historically what the
di vision has done in the past. Primarily these relate
to vertical wells, and we've provided a nunber of
sanpl es of orders in which the division has previously
entered orders approving alternative spacing units for
pur poses of drilling vertical wells.

So with that supplenentation, | stand
for any question that M. MC ure or anyone el se may
have.

(Exhibit A-4 was nmarked for

I dentification.)

THE HEARI NG OFFI CER: Thank you, M.
Shaheen. Ms. Vance, do you have questions of Ms.
Shaheen?

MS. VANCE: Not at this tine. Thank
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you, Madam Hearing Exam ner.

THE HEARI NG OFFICER:  All right. M.
McClure or M. Lowe? Questions of Ms. Shaheen?

MR. LOANE: This is Leonard. | have no
guestions. Thank you.

THE HEARI NG OFFI CER: Thank you very
much, M. Lowe.

In that case, Ms. Shaheen, the matter
w ||l be taken under advisenent, and you'll see an
order later. Thank you very nuch.

M5. SHAHEEN: Thank you, Madam
Exam ner.

THE HEARING OFFICER: |If | didn't say
it, the supplenental exhibit A-4 is admtted. Thank
you.

(Exhibit A-4 was received into

evi dence.)

MS. SHAHEEN: Thank you.

THE HEARI NG OFFICER: All right. Let's
go to case 23581. Perm an Resources Operating is the
applicant. Conmpul sory pooling application. The well
name is Pinkie Pie, and Hinkle Shanor is the law firm
entering an appearance on behalf of the applicant. |
think we can al so call 23582, 23583, and 23648, al so

relating to that sane well, Pinkie Pie.
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Let's see. Ms. Hardy, you're here from

Hi nkl e.

MS. HARDY: That's correct, Madam
exam ner. Dana Hardy for Perm an Resources. Thank
you.

THE HEARI NG OFFI CER: Thank you. Are
t here any other appearances this norning? No? All
right.

If you would pl ease go ahead, Ms.

Har dy.

M5. HARDY: Thank you. in case numnber
23581, Perm an Resources seeks to pool uncommtted
I nterest in the Bone Spring formation underlying a
320-acre, nore or |ess, standard horizonal spacing
unit conprised of the -- north of sections 21 and 22,
township 18 south, range 31 east in Eddy County. And
that unit will be dedicated to the Pinkie Pie 22-21
Fed Com 121-H and 131-H wel | s.

I n case nunber 23582, Perm an Resources
seeks to pool uncommtted interest also in the Bone
Spring underlying a 320-acre, nore or |less, standard
hori zontal spacing unit conprised of the south half of
the north half of sections 21 and 22, township 18
south, range 31 east. That unit will be dedicated to

the Pinkie Pie 22-21 Fed Com 122-H and 132-H wel | s.

Page 52

Veritext Lega Solutions

Caendar-nm@veritext.com 505-243-5691 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

I n case nunber 23585, Perm an Resources
seeks to pool uncommtted interest in the Bone Spring
underlying a 320-acre, nore or |ess, standard
hori zontal spacing unit conprised of the north half of
the south half of sections 21 and 22 in township 18
south, range 31 east. That unit will be dedicated to
the Pinkie Pie Fed Com 123-H and 133-H wel | s.

And | ast but not |east, in case nunber
23648, Perm an Resources seeks an order pooling
uncomm tted interest in the Bone Spring underlying
anot her 320-acre standard horizontal spacing unit
conprised of the south half of the south half of
sections 21 and 22, township 18 south, range 31 east.
That unit will be dedicated to the Pinkie Pie 124-H
and 134-H wel | s.

In each case, we've submtted the
affidavits of |Iandman Travis Macha and geol ogi st
Chri stopher Canton. M. Mucha provides the standard
| and exhibits. The |Iand ownershi p and pool ed parties
are identified in his exhibit A-3, and in these cases
we are pooling record title and working interest.

M. Canton provides the standard
geol ogy exhibits, including a | ocati on map, cross-
section map, second and third Bone String structure

maps, a cross-section, and a gun barrel diagram
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The notice information is provided in
Exhibit C, which is nmy notice affidavit. The
attachnments include our certified mail chart, the
certified mail receipts, and we also did tinely
publish notice. | believe that in each case, the
wor ki ng i nterest owners received the certified
mai | i ng.

Wth that, unless there are questions,
| request that the exhibits be admtted and that these
cases be taken under advisenent. Thank you.

(Exhibit A-3 and Exhibit C were marked

for identification.)

THE HEARI NG OFFI CER: Thank you very
much. The exhibits are admtted. M. Lowe, do you
have any questions of M. Harding?

(Exhibit A-3 and Exhibit C were

received into evidence..)

MR. LOAE: Yes. | do have a few
guestions. Good norning, M. Hardy.

MS. HARDY: Good norni ng.

MR. LONE: This is Leonard. In
reference to case nunber 23581, on Exhibit A-3, or
think it indicates your |land exhibits. | just had a
guestion on your table that you had there, just for

clarity on what |I'mlooking at. In your notes portion
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of the colum for BEXP-2 Al pha and Onmega, what do you
mean by "Executed all docunments” in your notes?

M5. HARDY: They have signed a JOA so
t hey' re not being pool ed.

MR. LOWE: Okay. And then the yellow
itens are -- the ones in yellow are being pool ed?

MS. HARDY: That's correct. And
there's a note with an asterisk at the bottom of the
page A-3.

MR. LOWE: Yeah, okay.

MS. HARDY: Right.

MR. LOWE: Those are the only questions
| got. Thank you.

MS. HARDY: Thank you.

THE HEARI NG OFFI CER: Thank you, M.
Lowe. Thank you very nuch, Ms. Hardy. These cases
w ||l be taken under advisenent, and you can expect an
order at sonme point.

MS5. HARDY: Thank you very nuch.

THE HEARI NG OFFICER: All right. Let's
nove, then, to the next set of cases. 23651, 23652,
23653, and 23654. The applicant is Matador
Production Conpany. These are applications to anmend
existing orders. Lonnie King is the well nanme, and

Ms. Vance, it appears you're here from Holl and and
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Hart on behal f of the applicant.

MS. VANCE: That's correct, Madam
Hearing Exam ner. Paula Vance with the Santa Fe
office of Holland and Hart on behalf of the applicant,
Mat ador Producti on Conpany.

THE HEARI NG OFFI CER: Thank you. Let
nme ask if there are other appearances this norning.
hearing none, if you would please go ahead, Ms. Vance.

M5. VANCE: Thank you, Madam Heari ng
Exam ner. And as you pointed out, these are extension
applications that we have. So in case nunbers 23651,
23652, 23653, and 23654, ©Matador seeks to anend the
division orders for its Lonnie King Fed Com wel | s
which are the 135-H, 136-H, 211-H, and 212-H wells,
and is respectfully requesting an extension of tinme to
commence drilling the initial wells under those
orders.

I n our hearing packets, we have
i ncl uded as exhibit A the copy of the extension
application for each of the respective cases. Exhibit
Bis a copy of the original pooling orders. Exhibit C
Is a self-affirmed statenent of |andman David Johns in
whi ch he explains why there is good cause to extend
the orders. And in this case, Matador filed permts

wth the BLMin Septenber 2021, and has not yet gotten
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approval back on those, so we're still waiting.

Al so included sub-exhibits are Exhibit
C-1, which is a copy of the original mailing report.
| know M. MClure has sonetines conpared the nmailing
reports fromthe original cases to the extension
cases, so | have provided that. And then |I have al so
i ncl uded in updated exhibit C 3, which is our exhibit
C-2 in this case, but it's the pooling exhibit from
the original cases, and the only update or change that
occurred that can be noted is that FAE 2 LLC, it | ooks
like their interest went to Gulf Coast Western, LLC
And that is just in case nunbers 23652 and 23654.

Follow ng that is ny self-affirnmed
statenent of notice, which is Exhibit D, with sanple
| etters that were tinely mailed on July 14, 2023, and
after that is an affidavit of notice of publication,
which is our exhibit E. And we tinely published on
July 18, 2023.

And unl ess there are any questions, |
woul d ask the exhibits and sub-exhibits be admtted
into the record and that these cases be taken under
advi senment by the division by this time. And |I'm
happy to answer any questi ons.

| think you' re nuted, Madam Heari ng

Exam ner.
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(Exhibit A Exhibit B, Exhibit C
Exhi bit C1,
Exhi bi t

for

THE HEARI NG OFFI CER:
exhi bits and sub-exhibits are adm tted,
M. Lowe if he has any questions of you.

(Exhi bit A, Exhibit

Exhi bit C 1,

Exhi bi t

I nto evi dence.)

MR.
Paul a Vance.

guestions for you.

drill for these --
IVS.
VR.
request ?
IVS.
VR.

guestions |'ve got.

THE HEARI NG OFFI CER:

Lowe.
Ms.

under

This is Leonard.

advi senent and an order

Exhi bit C 2, Exhibit C 3,

D, and Exhibit E were narked
I dentification.)
Thank you. The

and | et nme ask

B, Exhibit C,
Exhi bit C-2, Exhibit C- 3,
D, and Exhibit E were received

LOANE: Yes, hi. Good nor ni ng,
|'"ve got a few

You' re requesting an extension to

all four of these cases; correct?

VANCE: That's correct, M. Lowe.

LONE: And is this your first

VANCE: That's correct, M. Lowe.

LOWE: Ckay. Those are the only
Thank you.

Thank you, M.

Vance, these cases will be taken

w |l be forthcom ng.
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MS5. VANCE: Thank you, Madam Heari ng
Exam ner. Thank you, M. Lowe.

THE HEARI NG OFFI CER: Let's nove, then,
to cases 23662, 23663. BTA O | Producers is the
applicant. These are conpul sory pooling applications.
The well name is Capitan, and Hi nkl e- Shanor is counsel
for the applicant. Wo's here from Hi nkl e- Shanor?

M5. MCLEAN. Hi, good norning. Jaclyn
McLean on behalf of BTA G| Producers.

THE HEARI NG OFFI CER: Good norning, Ms.
McLean. And let's see. |s that you, M. Zi nsky?

MR, ZI MSKY: Yes. W IIliam Zinsky on
behal f of Abadi e and Schill on behalf of Cross Tinbers
Energy, LLC entering an appearance, which we w ||
file --

THE HEARI NG OFFI CER: All right. Thank
you. Are there any other appearances this norning in
t hese two cases? No? All right.

Ms. McLean, would you like to begin the
di scussi on here?

M5. MCLEAN: Yes, Ms. Exam ner. And I
just want to make sure, because we hadn't received
that entry of appearance previously. They're not
obj ecting to us presenting by affidavit; is that

correct?
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MR. ZI MSKY: Correct. There's no
obj ection for you to proceed by affidavit.

M5. MCLEAN. Thank you for the
clarification. | appreciate it.

I n case nunbers 23662 and 23663, BTA is
seeking to pool all uncommtted interest in the
Pennsyl vani an Shell formation in the east half of
sections 28 and 21, township 16 south, range 36 east,
i n Lea County.

And in case nunmber 23662, BTA's
applying for an order pooling all uncommtted interest
I n the Pennsylvani an Shell formation underlying a 320-
acre, nore or |ess, standard horizontal spacing unit
conprised of the west half/east half of sections 28
and 21, township 16 south, range 36 east, and BTA wll
dedi cate the spacing unit to the Capitan 22301 28-21
State Com nunber 17-H well.

And then in case nunber 23663 --
virtual connectivity interruption -- pooling al
uncomritted interest in the Pennsyl vani an Shel
formati on underlying a 320-acre nore or |ess standard
hori zontal spacing unit conprised of the east
hal f/ east half of sections 28 and 21, township 16
sout h, range 36 east, and the spacing unit will be

dedicated to the Capitan 22301 28-21 State Conmm nunber
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18-H wel | .

And in both cases, we submtted exhibit
packets to the division that contain Exhibit A, the
| and professional's testinony of Adans Davenport [ ph]
and related I and exhibits, including the plat of
tracts, ownership interest, pooled parties, a well
proposal letter, and a summary of conmuni cati ons.

Then we have Exhibit B, geol ogy
testinmony of David Childers, which include a | ocation
map, sub-sea structure maps, stratigraphic cross
section, and a gross isopach nmap.

And then Exhibit 3 [sic], which is our
notice testinony, and that includes the sanple notice
|l etter that was sent to the parties to be pooled, a
charge of the parties to be pool ed, copies of the
certified mailed green cards, and white slip returns,
and then affidavit of publication that shows that we
timely published on July 14, 2023.

And unl ess there are additional
guestions, | ask that Exhibits A, B, and C be admtted
into the record in case nunbers 23662 and 23663, and
that the cases be taken under advisenent.

(Exhibit A Exhibit B, and Exhibit C

were marked for identification.)

THE HEARI NG OFFI CER: Thank you, Ms.
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McLean. M. Zinsky, do you have questions of Ms.
McLean?

MR. ZI MSKY: No. Thank you.

THE HEARI NG OFFI CER: M. Lowe, do you
have questions of Ms. MLean?

MR. LONE: Yes, hi. | have a few
guestions. Good norning, Ms. MlLean.

M5. MCLEAN:. Good norning.

MR. LOAE: On case nunber 23662, |
noticed that -- actually for both of these cases, are
t hey both seeking the Shell formation?

M5. MCLEAN:. Yes. Both are the
Pennsyl vani an Shell formation.

MR. LOAE: Ckay. And then the drilling
costs and the producing rates for this is 12,000 and
1,200 -- is that the nomnal rates for this area?

M5. MCLEAN: Yes. That is correct.

And BTA actually got that approved, | believe in the
May docket. It is the going rate nowin that area for
BTA and ot her producers.

MR. LOWE: Okay. All right. The other
question -- I'mstill trying to sift through ny notes
here, but as | can probably clarify what |I'm | ooking
at here, the pools of interest that you're seeking to

pool in both cases are pretty nuch the sane. |Is that
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correct?

MS. MCLEAN: That's correct.

MR. LONE: But | noticed in the case
23662, there was no -- nothing -- no bonus in your
packet that -- anything to the Haye [ph] famly trust.
Am | not seeing it, or is it --

MS. MCLEAN. | believe that, if you
| ook -- it's under Norma L. Haye [ph] and Luis Haye
[ ph], co-trustees of the Haye [ph] Famly Trust, and
we did send notice on July 10th, and the green card
was returned on July 18th. And that's -- if you're
| ooki ng at case 23663, the green card is on page 35 of
52 of the exhibits.

And then on -- in case 23662, it's on

page 36 of the exhibits that we submtted to the

di vi si on.

MR. LOWE: Okay. Okay. All right.

MS. MCLEAN: It's a little different
name, but it's -- the people that it was addressed to

are slightly different, but that's the Haye [ ph]
Fam |y Trust.

MR. LOWE: Okay. Thank you -- those
are the only questions | have.

M5. MCLEAN. Thank you.

THE HEARI NG OFFI CER: Thank you, M.
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Lowe, M. Zi nsky, and Ms. McLean. Exhibits A through
C are admtted, and the two matters will be taken
under advi senent. Thank you.

(Exhibit A Exhibit B, and Exhibit C

were received into evidence.)

M5. MCLEAN: Thank you, Ms. Exam ner.

MR. ZI MSKY: Thank you.

THE HEARI NG OFFI CER: Moving to our
| ast page here. The next two cases are 23674 and
23675. Mewbourne Q| is the applicant. These are
conpul sory pooling applications. The well nanme is
Thundercl oud, and M. Feldewert, it appears that
you're here on behalf of the applicant.

MR. FELDEWERT: Yes. Good norning, Ms.
Oth, M. Lowe. Mchael Feldewert, Santa Fe office of
Hol Il and and Hart on behal f of Mewbourne G| Conpany,
and we ask that this case be consolidated with
23675 - -

THE HEARI NG OFFI CER:  Yes, sorry. |
t hought | called both of them but if |I didn't, 23674
and 23675. Yes. Let ne ask if there are other
appear ances this norning.

| don't hear anything. M. Feldewert,
go ahead.

MR. FELDEVERT: So in these
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consol i dated cases, Mewbourne seeks to create two Bone
Spring spacing units in the north half of section 29
and the northeast quarter of section 30 for two
proposed | ay-down wells that'l|l be essentially a mle
and a half. 23674 involves the north half/north half
acreage, and 23675 involves the south half/north half
acreage. We filed separate hearing packets with the
appropri ate application, conpul sory pooling checklist,
Cl102 and notice affidavits in each package. But both
packets contain the sane | and and geol ogy statenents
with associ ated exhi bits, because the testinony is
basically the sane and the parties -- the pool ed
parties are the sane in both case.

So if you look at just the first case,
23674, at that hearing package, you'll see the
application for that case. You'll see the conpul sory
pooling checklist. And then we have the statenent
fromthe | andman, Thomas Sl oane. This is his first
time testifying before the division. Exhibit A1
i ncl udes his educational background and work
experience, which we believe qualifies himto testify
as an expert on land matters. He then goes on to
descri be the project. He provides a C-102 for each
well, tract ownership, the well proposal letter, and

t hen a chronol ogy of contacts. And again, it's the
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sane pool ed parties in each case.

Exhibit B is the statenent of John
Carroll. He's a geologist. He provides a nice
| ocator map in Exhibit B-1 show ng the area. Then he
has his structure map and his stratigraphic cross
section which identifies the landing intervals for the
wells. Exhibit Cin each package is the notice
affidavit. And then Exhibit Dis the affidavit of
publication. You'll see fromthe Exhibit C notice
affidavit that, according to the postal records, all
of the four pooled parties received notice of the
hearing by certified mail.

So with that, we would request that, in
each case, Exhibits A through D and their associ ated
sub-exhi bits be admtted into evidence, and that both
matters be taken under advi senent.

(Exhibit A-1, Exhibit B, Exhibit B-1,

Exhi bit C, and Exhibit D were marked

for identification.)

THE HEARI NG OFFICER: All right. Thank
you, M. Feldewert. Exhibits A through D, along with
their sub-exhibits, are admtted in each matter. M.
Lowe, do you have any questions of M. Feldewert?

/1
/1
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(Exhibit A-1, Exhibit B, Exhibit B-1,

Exhi bit C, and Exhibit D were received

I nto evi dence.)

MR. LOWNE: Just a clarification. Good
nmorni ng, M. Fel dewert.

MR. FELDEWERT: Good nor ni ng.

MR. LOWNE: For both of these cases, the
74 and 74, they're both seeing one -- two mle spacing
unit per well. Is that correct?

MR. FELDEWERT: They're actually a mle
and a half. So you've got the north half of section
29 and the northeast quarter of section 30 invol ved.
One case involves what | would call the north
hal f/north half acreage, and the second half invol ves
the south half/north half acreage.

MR. LOWE: Sonet hi ng happened to ny

conputer. You said a mle and a half; right?

MR. FELDEWERT: Hold on a second. |I'm
sorry. You're right, M. Lowe. |'mgetting confused
with another case. It is the north half equival ent of

both sections 29 and 30. So it would be essentially
two mle wells.

MR. LONE: Ckay. | thought | was under
t he wrong case.

MR. FELDEWERT: No, you got it right.
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You got it right.

MR. LOWE: Okay. So each case is per
wel |, and each of the wells are two mles --

MR. FELDEWERT: You got it.

MR. LOWE: Okay. Al right. Those are
the only questions | have. Thank you, M. Fel dewert.

MR. FELDEWERT: Thank you.

MR. LOWE: Thank you, M. Lowe and M.

Fel dewert . The two cases will be taken under
advi senent, and an order will be forthcom ng. Thank
you.

MR. FELDEWERT: Thank you.

THE HEARI NG OFFI CER: Let's nove to
case 23676, Ridgerunner Resources Operating is the
applicant. This is an application to anmend previous
order. The well nanme is Zeus. Hinkl e-Shanor on
behal f of the applicant, Ms. MLean?

M5. MCLEAN: Yes. That woul d be ne,
Jacki e McLean on behal f of Ri dgerunner Resources.

THE HEARI NG OFFI CER: Okay. Let nme ask
I f there are other appearances this norning in 23676.
No? All right. If you would please go ahead, Ms.
McLean?

M5. MCLEAN. We actually filed a notion

to continue this case to the next hearing docket. The
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| and professional needed additional tinme to get things
together for the exhibits. So we would just ask that
this case be continued to the August 17th docket.

THE HEARI NG OFFI CER: Ckay. And it
doesn't seem as though there would be any question of
It being contested? It seenms like it would be
presented affidavit, but on the 17th?

MS. MCLEAN: That's correct, Ms.

Exam ner.

THE HEARI NG OFFI CER: OCkay. All right.
W will do that, then. Thank you.

M5. MCLEAN:. Thank you.

THE HEARI NG OFFI CER: M. Lowe, any
guestions about that?

MR. LONE: No, | have no questions.
Thank you.

THE HEARI NG OFFI CER: All right. Thank
you. The next two cases we'll call in tandem This
s 23682 and 23683. Aneridev Operating. Both are
pooling applications. The well nane is Tea Qi ve.

Ms. Vance? | see you for Holland and Hart.

M5. VANCE: That's correct, Madam
Hearing Exam ner. Paula Vance with the Santa Fe
office of Holland and Hart on behal f of the applicant,

Aneri dev Operating, LLC
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THE HEARI NG OFFI CER: Thank you. Let
me pause for a nmonent to ask if there are other
appearances this norning. Hearing none, if you would
pl ease go ahead.

M5. VANCE: Thank you, Madam Heari ng
Exam ner. Before | go through the two cases, | did
want to note that in case nunmber 23682, | would |ike
to present, as | said, both of the cases. However, we
will need to continue this case to the 8/ 17 docket to
perfect notice. Qur notice of publication wasn't able
to nmake the tine -- the deadline, so we'll go ahead
and file that affidavit once we get it, and
suppl enent -- add that to the record. But again, we'd
| ike to present both and just continue the one case.

So in these cases, Aneridev is seeking
to pool all uncommtted interests in the Wlf Canp
formation, and that pool is the Jal at Wil f Canp West,
and the pool code is 33813, and in both cases, that's
underlying acreage all in township 25 south, range 36
east, in Lea County.

I n case nunber 23682, Aneridev seeks to
pool a standard 640-acre, nore or |ess, horizontal
wel | spacing unit, and that is conprised of the east
hal f of the west half and west half of the east half

of sections 28 and 33. And initially dedicate this
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spacing unit to the Tea Aive Fed Com 25 36 33 104-H,
124-H, 105-H, and 115-H.

And | would note that the 124-H is the
proximty well being used to create the enl arged
spacing unit, and for the benefit of M. Lowe who does
all the NSL applications, the Tea Oive 115-His at a
nonst andard | ocati on and Aneri dev al ready has an
approved order for that, and that is NSL order 8558.

And then in case nunber 23683, Aneridev
seeks to pool a standard 640-acre, nore or |ess,
hori zontal well spacing unit, and that is conprised of
the east half of the east half of sections 28 and 33,
and the west hal f/west half of sections 27 and 34.

And initially dedicate this spacing unit to the
proposed Tea Oive Fed Com 25 36 33 118-H and the
128-H, and the proximty well for this case is the
128- H.

In these cases, we have included a copy
of the applications, provided the conpul sory pooling
checklist, as well as the self-affirnmed statenent of
| andman Lizzy Laufer and geol ogi st Parker Foy, both of
whom have previously testified before the division,
and their credentials have been accepted as a matter
of record.

Ms. Laufer's statenment is Exhibit C,
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and includes all of the standard sub-exhibits. C-1 is
the C102. C-2 is the land tract map and ownership
breakdown, with the parties that are to be pool ed
hi ghlighted in yellow And then C-3 is a sanple wel
proposal letter with AFEs. W' ve also included a
sanpl e copy of |ease offers that were sent out to the
unl eased m neral interest owers. And then C-4 is the
chronol ogy of contacts.

This is followed by M. Foy's
statenent, and which includes -- which is Exhibit D,
and includes sub-exhibits D1, a |locator map; D-2, a
sub-sea structure map; D-3, a cross-section map; and
D-4 a stratigraphic cross section. |In these cases,
M. Foy did not observe any faulting, pinchouts, or
ot her geol ogic inpedinments to the horizontal drilling
of these wells.

And then lastly is Exhibit E, which is
a self-affirmed statement of notice frommyself, wth
sanple letters that were tinmely mailed on July 14th,
and you'll see, in case nunmber 23683, we didn't
I nclude a notice -- an affidavit of notice of
publication. There was only one party that we're
pooling, which is Oxy, and they received that notice.
And as | nentioned before starting, in case 23682, we

wll file the affidavit of notice of publication once
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we receive that.

So unl ess there any questions, | would

ask that the exhibits and sub-exhibits be admtted

into the record and that these case be taken under

advi senent by the division at this tinme. And | stand

by for any questions.

(Exhibit C, Exhibit C1, Exhibit C 2,
Exhibit C-3, Exhibit C 4, Exhibit D,
Exhibit D-1, Exhibit D2, Exhibit D 3,
Exhi bit D-4, and Exhibit E were marked
for identification.)

THE HEARI NG OFFI CER: The exhi bits and

sub-exhibits are admtted. W' re going to continue

23686 to finish on 8/17. | believe we need go through

the portal for

of Ms. Vance?

t hat .

And M. Lowe, do you have any questions

(Exhibit C, Exhibit C 1, Exhibit C- 2,
Exhibit C 3, Exhibit C 4, Exhibit D,
Exhibit D-1, Exhibit D2, Exhibit D 3,
Exhi bit D-4, and Exhibit E were

recei ved into evidence.)

MR. LOWE: Yes. | have one question to

Ms. Vance. Good norning, M. Vance.

MS. VANCE: Good norning, M. Lowe.
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MR. LOWE: | just have a question
pertaining to the proximty well that you nentioned,
wel | nunber 124-H  That well itself, apparently right
now has an approved APD; right?

MS. VANCE: Let me --

MR LONE: O -- still pending. But --
that well, as you presented it here, as noted as a
proximty well, was that sonehow noted in the APD
application indicating -- |I don't know. Paul Kous

[ph] and | had been -- we talked in the past about
wells that -- well, for a well that is designhated as a
proximty well creating a nonstandard spacing unit
shoul d be sonehow stated -- presented in the wel

file, indicating that that's what that status is, so
that in the future, for a concern of a nonstandard
space unit that m ght be caught by sonebody el se, that
If there's any information in that well file, that
that well is designated as a proximty well specifying
irregul ar spacing unit. | don't know if that was done
in this case. There's nothing mandated to do so as
far as | understand, but that's sonething that we've
been trying to get operators to do for wells in that
case -- in such cases, | guess. So | don't know if
you know about that in this case.

MS. VANCE: One, | don't know, but |
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woul d say -- | guess it's ny understandi ng, reading
the rules, that when you're utilizing the proximty
tracts, it's not necessarily creating a nonstandard
spacing unit, but it's, you know, just enlarging the
spacing unit and it's still considered standard. But
with that being said, | think, based on the

i nstructions for the Cl02s, there may be -- | think
It's box 13 maybe where operators are able to indicate
sonet hing, but | don't know if anything' s been

i ndicated. |'mhappy to find out, or I'll I ook that
up. But any updates fromthe divisions, then, on what
they would like to see is, | think, helpful for
everyone.

MR. LOAE: A question for you in
addition to that is, the pool formation for these
wells is -- is it Jal WIf Canp West; correct?

M5. VANCE: That's correct.

MR. LOAE: And what are the buil ding
bl ocks for that pool formation?

MS. VANCE: As far as | understand,
they're 40 acre spacing unit, those are -- it's WlIf
Canp, but it's Wlf Canp G| Pool.

MR. LONE: Ckay. Yeah. It's inportant

to the -- well, I'"mlooking at the Cl102 for the 115-H
well. The spacing unit straddles the center portion
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of two sections. Just by that in itself is a

nonst andard. But being that you have a proximty
well, that will create that, so that's where that
lies -- that's where that's at, so -- in regards to
your statenent earlier.

So being that you have a proximty

well, you can do that. And | was just curious to
know -- to make people aware of that. |If that's the
case, then it wll be informative to the rest of us on

our side to have that sort of information in the
proximty well file so that we don't have to
scrutinize any additional areas pertaining to the
spacing unit. So there's a nunber of wells in that
scenari o.

That's all | can say about that. Those

are all ny questions and statenents | have for this.

Thank you.
M5. VANCE: Thank you, M. Lowe.
THE HEARI NG OFFI CER:  Thank you, M.
Lowe and Ms. Vance, and | guess we will see you on

August 17th for the conpletion of the subm ssions.
M5. VANCE: Thank you, Madam Heari ng
Exam ner.
THE HEARI NG OFFI CER: Thank you. All
right. Let's nove to 23684. This is C marex Energy
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Is the applicant. Application to anmend an order.
River Bend is the well nane. Abadie and Schill here
for the applicant. | see you, M. Savage.

MR. SAVAGE: Good norning. Darin
Savage with the Sante Fe office of Abadie and Schil
appearing on behal f of Ci marex Energy Conpany.

THE HEARI NG OFFI CER: Thank you. Let
me ask if there are any other appearances this
norning. | hear nothing. Go ahead, M. Savage.

MR. SAVAGE: Madam Hearing Exam ner,
Cimarex will proceed by affidavit if there's no
obj ecti on.

In case nunber 23684, Cimarex seeks to
reopen case nunber 22894 and anend order nunber
R-22343 in order to request a one-year extension of
the well comrencenent deadline for the pooled unit in
the Wl f Canp formation underlying the east half of
sections 12 and 13, township 25 south, range 28 east,
Eddy County, New Mexico, as it pertains to the River
Bend and 12-13 Federal Com 1-H, 2-H, 19-H, and 20-H
wells. The pooling order, a copy of which is provided
in the reference section of the hearing packet, allows
for tinme extension upon the show ng of good cause.

In Exhibit A of the hearing packet,

| andman M. John Kaufnan, who is famliar with the
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subject plans in the end unit and whose credentials
have been previously accepted as an expert witness in
prof essional |and natters testifies that Cimarex is in
good standi ng under the statew de rules and the

exi sting pooling order, and there exists good cause to
grant the tinme extension requested.

As stated by M. Kaufnman, Ci marex has
made progress toward the devel opnent of the unit since
| ssuance of the order. However, the availability of
the drilling rig as schedul ed places it unconfortably
close to the final comrencenent date that is specified
i n the order, which appears to provide no |atitude
shoul d there be any foreseen or unforeseen del ay.

Cimarex respectfully requests the
opportunity to nove forward wi thout interruption under
a one-year tinme extension, extending the drilling
comencenent date to October 28, 2024.

Exhibit B in the hearing packet shows
that notice of this hearing was tinely. The mailing
report shows that notice letters were tinely mailed to
the uncommtted owners, with only one letter to an
overriding royalty interest owner returned as
unl ocatable. There are a handful of letters listed in
the mailing report that are still in transit, but

these are only to royalty interests and do not include
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any working interest owners. A newspaper publication
in the Carlsbad Current-Argus was tinmely published to
account for any unl ocatable parties or any

conti ngenci es regardi ng notice.

At this tinme, Madam Hearing Exam ner
and M. Technical Examner, |'d request that Exhibits
A and B and all sub-exhibits be admtted into the
record, and that case 24684 be taken under advi senment.
| am avail able to answer any questions. Thank you.

(Exhibit A and Exhibit B were narked

for identification.)

THE HEARI NG OFFI CER:  Thank you, M.
Savage. Exhibits A and B and the sub-exhibits are

admtted. M. Lowe, do you have questions of M.

Savage?

(Exhibit A and Exhibit B were received

I nto evidence.)

MR. LOWE: Just a quick question, M.
Savage. | don't know if you m ght have stated this or
not. |Is this tinme that's being requested of this

extension in this case?

MR. SAVAGE: For these particular
wells, yes, M. Lowe. First time with this.

MR. LONE: Okay. And -- okay. Thank

you.
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MR. SAVAGE: Thank you.

THE HEARI NG OFFICER: All right. W'l
take the matter under advisenent, M. Savage, and an
order will be forthcom ng.

MR. SAVAGE: All right. Thank you,
Madam Heari ng Exam ner.

THE HEARI NG OFFI CER: Thank you.

Next case, 23692. Mewbourne Gl is the
applicant. Compul sory pooling application. Gemni is
the well nanme. M. Bruce, | see that there was a late
breaki ng notion to continue.

MR. BRUCE: Yes, Madam Chair -- Madam
Exam ner. Yeah.

In this case, it's a straightforward
pooling proceeding. There were three parties to
notify, and I was inforned by ny client that they were
all locatable, and | did give certified notice and |
did receive green cards fromtw of them but to the
third part who I've never dealt with before, | still
haven't received the |letter back, but the Postal
Service's online information said it was either
uncl ai mred or service was refused.

And | had neant to file, just because |
hadn't dealt with this party before, an affidavit of

publication. | thought | had, but when | was going
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t hrough this informati on Tuesday afternoon, by which
time it was already past the deadline to file a notion
to continue, | noticed this. And so |I'mrequested a
continuance to the first Septenber hearing --

Sept enber 7th hearing, sinmply because | have not even
publ i shed a newspaper notice yet, and this will give
me tinme to do that. And since it's a party |I've never
notified before, I would rather do that than present
part of the case today and then the rest of the case
on the 7th. | would -- it's uncontested. The other
parties, one of whomis EOG are not contesting the
matt er.

So | think it can go forward
uncontested by affidavit, and if the division wants to
nove it to a date different than the Septenber 7th,
that's fine. | just needed enough tine to publish
noti ce against this one party.

THE HEARI NG OFFI CER:  All right. M.
Bruce, | think so long as it's uncontested, the 7th of
Septenber works fine. But let me ask if M. Lowe has
any questi ons.

MR. LOWE: | have no questions for M.
Bruce. Thank you.

THE HEARI NG OFFI CER:  All right. Thank

you. So we'll continue this to Septenber 7th, M.
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Bruce.

MR. BRUCE: Thank you.

THE HEARI NG OFFICER:  All right. It is

ten of ten. Most of us have been on the plat

al rost two hours. Let's take a ten-m nute br

come back at ten o'clock. W have just seven nore
hearings, and then a little notion argunent after the

end of that, and | think a ten-m nute break woul d be

good here. Thank you all.
(OFf the record.)
THE HEARI NG OFFI CER:  As | sa

just seven hearings left. Next we'll go to 23693.

This is Mewbourne G| Conpany, conpul sory pooling and

mount ai n st andard spaci ng applications. Wl
Ni ght Watch. M. Bruce, you're here for the
appl i cant ?

VR. BRUCE: That 1s correct.

THE HEARI NG OFFI CER: Okay. And then

we have an appearance by Hol |l and and Hart for

Del awar e Resources. M. Feldewert, is that you?

MR. FELDEWERT: That is ne. Good

nmorni ng, Ms. Orth.

THE HEARI NG OFFI CER: Good nor
And | see you, M. Zi nsky.

MR. ZI MSKY: Yes, Ms. Hearing

form

eak and

d, have

nane i s

VRC

ni ng.

Exam ner.
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W I Iliam Zi nsky, Abadie and Schill, on behalf of Cross
Ti mbers Energy, LLC. And I'd like to note that |

m st akenly entered an appearance in 23663 earlier, and
|'"ve emailed Ms. MLean to indicate ny error of

m sreadi ng the nunbers. One of the many reasons |'m
not an accountant or an engineer, but | amentering an
appearance in this case.

THE HEARI NG OFFI CER:  All right. Thank
you very nuch, M. Zinsky. Let ne ask if there are
any ot her appearances this nmorning. No? All right.

M. Bruce, was it your intention to
proceed? Should I ask if the others object to
proceedi ng by affidavit?

MR. FELDEWERT: Good question, Ms.

Orth. No. The MRC Del aware Resources does not object
to the matter proceeding by affidavit.

THE HEARI NG OFFI CER: Ckay. M.

Zi msky?

MR. ZI MSKY:  Your Honor, Cross Tinbers
does not object to proceeding by affidavit.

THE HEARI NG OFFI CER: All right. Thank
you both. M. Bruce, you're up.

MR. BRUCE: Ckay. Madam Exam ner, |'ve
submtted ny exhibits, and I'Il get to nmy defects

soon. Exhibit 1 is the application. Applicant seeks
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to pool the Bone Spring formation in -- there are lots
i nvol ved, but effectively the north half of section 2
and the north half of section 1, 18 south, 32 east,
Lea County.

Just for historical reference, this is
a nonstandard unit. Nonstandard, basically 640-acre
unit. Mewbourne had originally applied for a pooling
and a nonstandard unit excluding Lot 1 or the
nort heast/ nort heast of section 1 because it was
unl eased federal I|and.

(Di scussion held off the record.)

THE HEARI NG OFFI CER: M. Bruce, |'m
sorry for the interruption. If you would please begin
again so that we're making a conplete transcript.

And |'d say, for the benefit of the
transcript, that the two other parties in this case,
M. Feldewert and M. Zinmsky, had al ready indicated
that they did not object to M. Bruce proceedi ng by
affidavit. So that's what we're doing. Go ahead, M.
Bruce.

MR. BRUCE: GCkay. In this case,
Mewbour ne seeks to force pool the Bone Spring
formati on underlying the north half of section 2 and
the north half of section 1 of 18 south, 32 east, Lea

County. And they al so seek approval of the
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nonst andard 640 acre, nore or |ess nonstandard spacing
and proration unit.

| would note that, froma historica
st andpoi nt, Mewbourne did file a separate application
I n case 23487 to force pool effectively the sane unit,
but at that point, lot 1, the northeast/northeast of
section 1, was unleased federal |and. That case was
set for hearing on May 4th, but | was contacted by one
of the other parties and they said, "It's com ng up
for | ease, and we would |like you to hold off on
presenting your case until the | ast had been issued to
t hat new party." That has occurred, and so Mewbourne
dism ssed its original case and refiled this case for
t oday' s heari ng.

So anyway, page 1 is the new
application which includes Lot 1, or section 1.
Exhibit 2 is the landman's affidavit which contains
the basic information, the |ands involved, the
I nterest owners involved, and there's quite a few --
the parties being pooled, some information on the
nonstandard unit. This is an affidavit or self-
affirmed statement of Brad Dunn, who has testified
before the division many tines. The applications, |
mean, the exhibits include the Cl102s, which | believe

are properly filled out, |and plats show ng the
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different tracts involved, and the working interest
owners in those tracts, and then a listing of the
parti es being pool ed, one of whomis Cross Tinbers
energy, represented by M. Zi nsky, and one of whomis
MRC Del awar e Resources, represented by M. Fel dewert.

There's a summary of commruni cati ons
show ng comruni cations with all these parties, which
have been ongoi ng now for about seven nonths. Sanple
copy of the proposal letter, which is dated July 5,
and the reason | went into the background is to show
that all of these parties have been aware of what's
been goi ng on since January 2023, which is Exhibit 2-
C-1. The only change was that the new | essee of pl at
1 of section 1, after the | ease was issued, they had
voluntarily joined in the well, but all the parties
knew what was goi ng on. And, of course, they're
requesting $8,800 a nonth overheard rates, the typical
cost plus 200 percent penalty.

Exhibit 2-E is a plat showi ng the
nonstandard unit and the affected offsetting tracts.
And there is a listing tract by -- of the offsetting
working interest owners. So | believe the package is
correct as to the nonstandard unit.

Exhibit 3 is the statenment of Charles

Crosby, geol ogi st who has testified a nunber of tines
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before the division. |t contains the usual structure
map cross section, show ng that the formati on being
pooled is uniformy -- nore or less uniformy thick
across the two sections, hal f-sections of |and, and
containing the usual information. |If you | ook at

Exhi bit 3-A, there are both | aydown and standup wells
in this area. Mewbourne prefers |aydown wells, and
that's sinply the justification for it.

Exhibit 4 is ny affidavit of notice. A
|l etter went out to the 20 or so parties being pool ed,
and then a separate notice was shipped out as to the
of fsetting working interest owners, of whomthere were
about three dozen of them | still owe the division
addi tional information. There's so many green cards
that canme back relatively late. | need to conpile a
package of all the green cards. | wll submt that
together with a certified notice spreadsheet and
submt that this week. That wll probably be the
| engt hi est exhibit of the whol e day.

| did publish notice, and here's where

the big -- comes in. | did publish notice.
Unfortunately, in ny -- in ny frenzy to get notice
published, | first published notice in the -- in Eddy

County with the Carl sbad paper, and | woke up a couple

of nmornings later and | realized what | had done, so |
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republ i shed notice in the Hobbs newspaper, which is
the appropriate place for it, but that was -- it was
publ i shed two to three days | ate because of nmy ness-
up, and so at the end of this hearing, | would Ilike
the matter taken under advisenent. But | would ask
that it be continued for two weeks just to let the
notice period run on the published notice. Cbviously
there's no one in this matter who's objected to
presentation by affidavit, so all |I would need to do
on the 17th is present nmy affidavit of publication
fromthe newspaper.

And then of course there are -- the
final exhibit, Exhibit 7, is the pooling checklist,
which | always hope is correct. And | think all the
exhibits are there, other than the certified mail
I nformation or the green cards, | should say. And of
course there were several returns.

But | would ask that this matter --

that exhibits 1 through 4 and 7 be adnmtted to the

record, and I will submt Exhibit 5, the certified
noti ce spreadsheet, with the notices -- or with the
green cards and the affidavit of publication -- be

submtted |l ater at the next hearing. And | ask at
that point, in a couple of weeks, the matter be taken

under advi senent.
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(Exhibit 1, Exhibit 2, Exhibit 2-C-1,

Exhi bit 2-E, Exhibit 3, Exhibit 3-A,

Exhibit 4, Exhibit 5, And Exhibit 7

were marked for identification.)

THE HEARI NG OFFI CER:  All right. Thank
you, M. Bruce. M. Feldewert, do you have any
guestions of M. Bruce?

MR. FELDEWERT: No questions and no
obj ecti ons.

THE HEARI NG OFFI CER:  Thank you. M.
Zi nsky?

MR. ZI MSKY: No questions and no
obj ecti ons.

THE HEARI NG OFFI CER: Thank you very
much. |In that case, Exhibits 1 through 4 and 7 are
admtted, and if you would, please, M. Bruce, go
t hrough the portal and we'll continue this to 8/ 17 to
finish up your green card and notice of publication in
Hobbs.

(Exhibit 1, Exhibit 2, Exhibit 2-C-1,

Exhi bit 2-E, Exhibit 3, Exhibit 3-A,

Exhibit 4, Exhibit 5, and Exhibit 7 was

received into evidence.)

MR. BRUCE: | will do that --

THE HEARI NG OFFI CER:  Sorry?
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MR. LOWE: |[|'ve got a few questions.
THE HEARI NG OFFICER: Oh. M. Lowe.
' m sorry. Yes.
MR. LOWE: Good norning, M. JimBruce.
MR. BRUCE: Mbrning.
MR. LONE: As | recall before we had a
little delay there, you were tal king about -- | think

you were getting to the point of the northeast quarter

of the northeast quarter of that one well. Wre you
going to explain that -- nmy first question for you
pertaining to that is, that -- well, | think it's a
lot -- it's not being perforated; right?

MR. BRUCE:. Oh, the original plan was
not to perforate that northeast quarter-northeast
gquarter of section 1, because it was unl eased federal
| and. But now that quarter-quarter section is |eased

to a conpany called Pronontory Exploration which has

joined in the proposed wells, and it will not be
perforated. So there will be no stranded acreage.

MR. LONE: Okay. | was just curious --
| know that's allowable to do it, | was just curious

to understand why, but | guess you did explain that.
Okay. And then in your exhibits, is there a
di stingui shing exhibit you have where it indicates

notice pertaining to the conpul sory pooling portion
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and a notice to the list of noticed parties for the
NSP portion. |Is there --

MR. BRUCE: That would be Exhibit 4, ny
self-affirmed statenment of notice, and Attachnent 1 to
Exhibit 4 is the notice letter that was sent to the 19
or 20 parties who are being pooled. And attachnent B
Is the certified letter that was sent to all of the
offset parties. And the notice letters are virtually
I dentical, except that Attachnment B says that these --
i nfornms the people they are only being notified as to
t he nonstandard unit portion of the application, and
that is capitalized in that application.

So Exhibit 4, ny affidavit notice, and
then Exhibit 2-E shows the nonstandard unit, and then
there's a listing of all of the offset interest
owners.

MR. LOWE: Okay. Yeah. | didn't have
time to go look through it entirely of all your
exhibits, but -- OCkay. | just wanted to -- that was
clarified. And ny |ast question to you is the reasons
why you provided public notice in the newspapers, what
you stated was an error upon your end initially was
why ?

MR. BRUCE: Well, you know, when you

got -- you're notifying about 55 parties or so,
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i nvariably there's going to be parties who m ght have
noved, who don't claimtheir certified mail, or who
refuse certified mail, and so | had a | ot of parties
notified by publication. And | do have, you know,
sitting on ny desk here, about half a dozen returned
envel opes where | do not have green cards fromthe
people. So that was a reason to give them rather

t han actual notice by certified mail, give them
constructive notice by publication.

MR. LONE: Okay. So it was just a |ast
barrier, precautionary neasure you did to provide
notice just in case.

MR. BRUCE: Correct.

MR. LONE: Ckay. All right. I think

those are all the questions | have for you. Thank

you, sir.

MR. BRUCE: Thank you.

THE HEARI NG OFFI CER:  Thank you, M.
Lowe. And thank you all, gentlemen. We will see you

again on August 17th for the conpletion of the exhibit
subm ssion. Thank you.

Let's move to 23695. This is Burnett
O | Conpany, conpul sory pooling application. The wel
name is Four Mle. M. Bruce, | see you're here for

t he applicant.
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MR. BRUCE: Yeah.

THE HEARI NG OFFI CER: Pl anned | think
is an affidavit hearing, but now there's a notion to
continue. Let nme ask if there are any other
appearances this norning. No?

Go ahead, M. Bruce.

MR. BRUCE: Yeah. This is a basic --
It's a proximty tract, south half of section 7
pooling of the Yeso formation, and | have all the
exhibits ready to go, but the self-affirned statenents
of notice fromthe | andman and the geol ogi st cane in
|l ate, and | was -- | thought it was bad formto go
forward with the case -- to not have statenents from
the witnesses. So when they cane in late, | couldn't
get themtinely filed with division. | noved to
continue the case for two weeks just so that here in a
day or two | can submt the full exhibit package with
signed affidavits fromthe w tnesses.

THE HEARI NG OFFI CER: Okay. So we'l |
see you again on August 17th in this matter.

M. Lowe, do you have any questions
about this case?

MR. LOAE: No, | do not. Thank you.

THE HEARI NG OFFI CER: Al l right. Thank

you. Let's npve, then, to the next two cases. 23696
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and 23697, Texas Standard Operating NMis the
applicant. They are conpul sory pooling applications.
The name of the well is Bulldog. M. Bruce, you're
here for the applicant.

MR. BRUCE: Correct.

THE HEARI NG OFFI CER: Let ne ask if
there are any ot her appearances this norning. No?
Pl ease go ahead, M. Bruce.

MR. BRUCE: In these cases
col l ectively, Texas Standard seeks to force pool in
one case, the first case, 23696, the west half
sout heast section 34 in 16 south 36 east, and then the
west hal f/east half of section 3, and the west
hal f/ northeast quarter of section 10 in 17 south 36
east. In the second case, 697, it seeks to force pool
t he east half southeast of section 34 16 36, and the
east half/east half of section 3 and the east
hal f/ nort heast of section 10 and 17 south/ 36 east.

The -- pooled with the Upper Penn
Shell. Exhibit 1 is the application. And once agai n,
| have to go through sone historical situation, which
Is set forth in the self-affirmed statenment of Matt
Roberson [ph] the | andman who has previously testified
before the division. |If you go to his Exhibit 2,

attachnent A, the first case involves the Bulldog
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State 1-H and 2-H wells. Attachnment A shows that the
original well plan included -- covered the west half-
east half of section 34 rather than just the west half
of the southeast quarter of section 34.

There are sone ot her pooling
applications by BTA. BTA also wanted to force pool
sone of the sane acreage in section 34, and the
parties eventually settled up by dividing section 34
In half, where Texas Standard woul d proceed with
forced pooling the southeast quarter of section 34 and
BTA would go forward with its pooling application on
t he northeast quarter of section 34. As to the -- and
a proposal letter was sent out to the parties back in
January.

Then if you go to Attachnment B of
Exhi bit 2, which concerns the Bulldog 3-H and 4-H
wel l's, again, the east half-east half of section 34
was involved. Again, there was a counter-application
by BTA. And the parties split up the acreage, so
Texas Standard proceeded with this case. And then
there was another conplicating factor. The east half-
sout heast quarter of section 3 was unl eased state
| and, so this was a relatively -- would have been a
relatively short mle-long well unit, but then the

east hal f-southeast quarter of section 3 was
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subsequently | eased, and that party is joined in the
drilling of these wells with Texas standard.

And then go on to attachnment C of
section 2 and you will see now the two full wel
units, which collectively cover the southeast quarter
of section 34, the east half of section 3, and the
northeast quarter of section 2, and that is the
current proposal. The reason | went into the
hi storical devel opnent is because, if you | ook at the
final proposal sent out regarding the various wells,
it's dated June 23, which really neant the application
shoul d have been filed for the Septenber hearing, but
all of the parties involved in all of these well
| ocations, all of these well proposals were the sane.
So you can see the people have been known what's goi ng

on for a couple of nonths in here, so the parties are

not -- have been aware since January of what's been
going on, and there is -- attachnent B, the |andman's
affidavit, contains a contact log. It's not separated

by conpany, but you can see that there have been
extensive contacts between the parties from January 23
to July 26, and those contacts continued. The only
two parties being pooled are Oxy and Exxon/STO -- |'m
never always sure which party owns the interest and

which is the operator.
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But if you go through, you'll see that
the parties -- notice has been given -- excuse ne.
Negoti ati ons have been ongoing with the parties for
nonths. The |l andman's affidavit contains all the
usual date. They're requesting $8,000 a nonth and
$800 a nmonth as the overhead rate on the 200 percent
risk charge. The AFEs are included, stated to be fair
and reasonable for wells drilled in this area of Lea
County. There is an affidavit of the geol ogy -- David
Entzm nger, E-N-T-Z-MN-1-N-G E-R, who has previously
testified, contains a generalized |ocation plat.
There are other Upper Penn wells in this area, and
they're all oriented north-south, which seens to be
the favored disposition of these wells. There's a
structure map and a cross-section showing that the
proposed conpl etion zone for the wells are a
relatively uniformthickness across the well units.

Texas Standard is proposing two wells
in each well unit. It has cone out in other hearings
that, in the Upper Penn Shell, the perneability is
quite low. [It's in the nanodarcy range, and
therefore, Texas Standard believes they can drill two
wells in each well unit to the sanme zone.

Exhibit 4 is nmy affidavit of notice.

Again, only two parties being pooled. And one of
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these days |I'Il get through this -- these parties that
were previously testified of the original applications
filed in these matters, | always got green cards back.
Ri ght now -- so | did not publish notice. | amstil

waiting to get one of the green cards back, and

hopefully it's sitting at the post office now. It was
not | ate yesterday afternoon. But -- and that's
Exhibit -- nmy notice exhibit is Exhibit 5, | believe.

Yeah. Exhibit 4 -- when | get the filed green card
back, which the U S. Postal Service online records
show that delivery was nmade to both parties, | just
haven't received one of the green cards back.

And so | am asking again for a two-week
continuance so | can get the green card back and
conpl ete the exhibit package, and then there's one
other issue is that the surface |location for the wells
and the C-102s were being prepared. The survey was
bei ng done this week, and the surface |ocations are
unknown at this point, although | did submt a pooling
checklist. | wll have to get the final surface
| ocati ons and anend exhibit 6, but other than that,
the data -- and | will submt the C-102 as soon as
they are prepared and sent to nme, but | can nove the
adm ssion of Exhibits 1 through 4 and 6 and ask that

the matter be continued for two weeks, and | would --
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of course, this afternoon | have to file a notion of
continuance for that two-week period.

(Exhibit 1, Exhibit 2, Exhibit 2-A,

Exhi bit 2-B, Exhibit 2-C, Exhibit 4,

and Exhibit 6 were marked for

I dentification.)

THE HEARI NG OFFI CER: Al l right. Thank
you, M. Bruce. Exhibits 1 through 4 and 6 are
admtted. |[If you would pursue that conti nuance
t hrough the portal, Marlene will have what she needs
for the August 17th docket.

M. Lowe, do you have questions about
ei ther of these cases?

(Exhibit 1, Exhibit 2, Exhibit 2-A,

Exhi bit 2-B, Exhibit 2-C, Exhibit 4,

and Exhibit 6 were received into

evi dence.)

MR. LONE: Yes. Sorry. | couldn't
find nmy cursor.

Qui ck question for you, M. Bruce. |
think you stated that these two cases were -- they

were previously indicated as two different other cases

with different case nunbers beforehand. I s that
correct?
MR. BRUCE: Yeabh. | don't have the
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case nunber, but | force pooled at least -- | force
pooled the first case for the 1-H and 2-H wells late
winter/early spring, but then the dispute with BTA
canme about, so we didn't proceed to hearing, and the
parties settled out on an am cable basis, but it
required a revision of the application to indicate the
change of acreage, and | actually -- for the 1-H and
2-H wells, there have been three different iterations
of the pooling location. And then for the 3-H and 4-H
wells, there have been two different iterations of the
pooling applications, finally ending up with -- like I
said, | think Exhibit 2-C shows the full well units
for both wells. And again, the |ast proposal letter
only went out in June, but again, the parties have
been negotiating for seven nonths, and one of the
parties, Oxy, is actually about ready to sign a term
assignnment to Texas Standard, so that will no | onger
be an issue. And they have been negotiating for
nonths with Exxon or XTO and the reason | say Exxon
or XTOis, in many cases, Exxon is the actual working
I nterest owner, but all of the negotiations are
handl ed by its subsidiary, XTO

But all the parties pretty nmuch are
com ng to agreenent, but at this point, Texas Standard

wants to nove forward with getting its wells drill ed.
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It's all state acreage, so getting APDs issued is not
a problem once we get a pooling order issued.

MR. LONE: Okay. So basically this --
what you basically stated] is everything was -- that
time to this tinme right now, is there a spacing unit
change and that's why there is no C-102 in any of the
exhibits? |s that why?

MR. BRUCE: Yeah. Because of the
changes in the well units and the agreenents wi th BTA,
which were fairly recent, the surface |location for the
wells had to be changed, and | think the surveyor just
went out two days ago to do that, and so that's why |
don't have the C-102s yet.

MR. LONE: Ckay. All right. Thank you
for that clarification. Those are all the questions |
have. Thank you.

THE HEARI NG OFFI CER: All right. Thank
you, M. Lowe.

Al right. W will see you then on
August 17th, M. Bruce.

MR. BRUCE: Thank you.

THE HEARI NG OFFI CER: But don't go
far -- several hearings as well. 23706 and 23707,
Mewbourne O | Conpany. These are applications to

anmend existing orders. Deep Ellumis the nane of the
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well famly. M. Bruce, you're here for the
appl i cant.

MR. BRUCE: Yes, ma'am

THE HEARI NG OFFI CER: Let ne ask if
t here are any other appearances this norning? No?
Al right.

Do you intend to proceed by affidavit,
M. Bruce?

MR. BRUCE: Correct.

THE HEARI NG OFFI CER: Go ahead.

MR. BRUCE: These cases collectively
cover the north half of section 25 and the northeast
gquarter of section 26 in 18 south/31 east Eddy County
for purposes of drilling sonme Bone Spring wells.
These units were pool ed sone tine ago, and actually,
then the applicant |ocated an additional owner and so
asked me to refile or, | should say reopen the pooling
case to send additional notice to the new parties
bei ng pool ed, which | did. Those cases 23544 and
23545 were heard on June 1. | | ooked, and we have not
recei ved pooling orders on those reopened cases yet.
But then in going through the stuff, we noticed that
the original orders are 22269 and 22270 were entered
on Septenber 2, 2022, so the wells needed to be
drilled by Septenber 2 of this year, but with all the
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stuff going on and the -- notifying new parties, and
if you'll look at the original geology affidavits in
t hese various cases, there aren't many Bone Spring
wells in this area.

And so applicant, besides wanting to
get orders out in the reopened pooling cases and to

continue to review production data fromwells in this

area, would request that the -- each order be extended
for a year. | don't think it will take that long to
drill the wells, but since it seens to be standard to

ask for a one-year extension, but they don't want the
original orders to expire and to have to cone back, so
in order to get things tied up and everything, they
need at |least a few nonths' tinme to take care of al
of that and get the wells comenced.

And so in each case, they ask for a
year extension of the order -- of the application,
| andman' s affidavit explaining this information -- and
then the affidavit of mailing. And although | did
publish notice in this, certified mail was sent to the
only two parties affected, being Chevron and
Occi dental Perm an, and they both received certified
| etters, so | have not included ny publication
affidavit, so | would ask that Exhibits 1 through 3 be

admtted and these matters be taken under advi senent.
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(Exhibit 1, Exhibit 2,

were marked for identi
THE HEARI NG OFFI CER:
Bruce. Exhibits 1 through 3 are adm
do you have questions about either
(Exhibit 1, Exhibit 2,
were marked for identi
MR. LOWE: |
23706.

clarification for case nunber

requesting that any order pertaining
number to be extended to Septenber 2,
the sane dates for that others?

MR. BRUCE:
707 al so.

MR. LOWE: Ckay.

MR. BRUCE: Yeah.
MR. LOWE:
THE HEARI NG OFFI CER:

you very nmuch, M. Lowe.

Move then to case 23710.

Is the applicant. [|t's another

appl i
an existing order.

after you, M. Bruce: Local Legend.

t he applicant.
MR. BRUCE

Yes, | am

just want to get |

Those are all

and Exhibit 3
fication.)
Thank you, M.

tted. M. Lowe,

of these cases?

and Exhibit 3
fication.)
guess a
You're
to that case

2024. | s that

It's the sane date in case

Thank you.

my questions.

Al right. Thank
Mewbour ne QO |

cation to amend

They seem to have naned the wel

You're here for

-- they should
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have said, "Local Legend In My Om M nd," okay?

THE HEARI NG OFFI CER: They couldn't fit
all of that in the spreadsheet, M. Bruce. Let ne ask
If there are any other appearances this norning. No?

Al right. Please go ahead, M. Bruce.

MR. BRUCE: Yes. Madam Exam ner, in
case 21887, Mewbour ne pool ed the Bone Spring formation
in the south hal f/south half of section 18, and the
south hal f/south half of section 17. 18 south/31
east. And an order was entered -- | should have that
order nunber handy. 21793. And that order was --
yeah, correct. But Mewbourne | ocated anot her party,
one single party who owned an interest in the wel
unit, and the landman's affidavit. Exhibit 2, Mtch
Rob [ph] is the landman. He has previously testified
a nunber of times before the division. And so he
subm tted the usual |landman's affidavit with a tract
map. He's included the C-102 for the well. It shows
all the interest owners in the well.

The one party being pooled is the
M chael Harrison More, that's MO O R-E, Trust. They
have sent out a proposal letter. They've never really
recei ved anyt hing back fromthe More Trust. Notice
was given at the hearing. It looks like |I didn't nmark

my notice affidavit properly, but it is Exhibit 3.
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The Moore Trust did receive actual notice and has not
objected to this matter. So we sinply seek to add the
Moore Trust as one of the parties being pool ed under

t he original pooling order, and we'd ask that Exhibits
1 through 3 be admtted into the record and the matter
be taken under advisenent, w thout for once asking for
a continuance.

(Exhibit 1, Exhibit 2, and Exhibit 3

were marked for identification.)

THE HEARI NG OFFI CER: Terrific. W're
finishing strong. Exhibits 1 through 3 are adm tted.
M. Lowe, do you have questions of M. Bruce?

(Exhibit 1, Exhibit 2, and Exhibit 3

were marked for identification.)

MR. LOWE: | do not have any questions
for M. Bruce. Thank you.

THE HEARI NG OFFI CER:  Thank you. Al
right. Thank you, M. Bruce. The matter will be
t aken under advi senent.

MR. BRUCE: Thank you.

THE HEARI NG OFFI CER: Let's nove to
case 23679. Oxy USA is the applicant. Holland and
Hart entered an appearance for the applicant. Who's
here from Hol |l and and Hart on behalf of the applicant?

MR. RANKI N: Good norni ng, Madam
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Exam ner. Adam Rankin appearing with the Santa Fe
office of Holland and Hart, on behalf of the applicant
in this case, Oxy USA, Inc.

THE HEARI NG OFFI CER: AIl right. Thank
you very nmuch. And then we have M. Bruce entering an
appearance for Mewbourne.

MR. BRUCE: That is correct, and
Mewbour ne has no objections to presenting this case by
affidavit. | mght have a couple of questions of M.
Ranki n, but we do not object.

THE HEARI NG OFFI CER: Al l right. Thank
you very nuch. And are there other appearances this
nmorning in this matter? No? | do see M. MClure on
my screen fromthe division. | see two other
gentl emen. Would you like to introduce yourself?,
pl ease? M. Joshi?

MR. JOSHI : Yeah. This is Rahul Joshi,
"' mreservoir engineer for Oxy.

THE HEARI NG OFFI CER: Thank you. And
M. Trout man?

MR. TROUTMAN: |'m Tony Troutman. |'m
a geol ogi st for Oxy.

THE HEARI NG OFFI CER: All right. Thank
you very nmuch. And | see M. Janacek?

MR. JANACEK: Yes, m'am M. Janacek
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her e.

THE HEARI NG OFFI CER: Janacek. Thank
you very much. If you would then, please, is there
anyt hing we need to tal k about before M. Rankin
begi ns?

MR. RANKIN: Madam Exam ner, in this
case, | think the intent here is to present this case
by affidavit, or self-affirnmed statenent, so we have
presented in our exhibit packet the testinmony of each
of these three witnesses. M understandi ng, based on
the division's request, is that we do so and then nake
each of the witnesses avail able for exam nation by the
division. So | guess in order to facilitate that,
maybe the fastest thing to do would be to swear them
in on the assunption that each will be asked sone
guestions, and then | can generally give a short
overview of the exhibits and materials that were
presented to the division.

THE HEARI NG OFFI CER: Thank you very
much, M. Rankin. So M. Joshi, M. Janacek, and M.
Troutman, if you would each raise your right hand?

/1
/1
/1
/1
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VWHEREUPOQN,
RAHUL JOSHI
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 foll ows:
VWHEREUPOQON,
TONY TROUTMAN
called 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 foll ows:
VWHEREUPOQN,
STEPHEN JANACEK

call ed as a wtness, 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 OFFI CER: Thank you. That
was all three of them M. Rankin, go ahead.

MR. RANKIN: Thank you. Good norning,
Madam Exam ner -- the division, may it pl ease the
division. In this case, Oxy is seeking another order
authorizing it to engage in a closed | oop gas capture
I njection pilot project in the Bone Spring formation.
Oxy in this case proposes to create a 3,821 acre, nore
or |l ess, project area consisting of sonme acreage in

townshi p 19 south, range 29 east, all in Eddy County.
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The proposed project area here is part
of a larger area that Oxy refers to as Tricky Tract
area, and in this case Oxy, as with its others, seeks
the authority to conduct this pilot project to avoid
temporary flaring of gas and shut-ins of its producing
wel I's during pipeline capacity constraints, nechani cal
difficulties, plant shutdowns, or other events that
affect or inpair pipeline takeaway capacity. In this
case, they're seeking authority to convert 12 wells
within this project area to short-termtenporary
i njection. The injection will be conducted into the
Tricky Tract Bone Spring pool, pool code 60660.

As | nmentioned, we've got three
W t nesses here who have presented and prepared witten
testimony. We filed that testinony in advance of the
heari ng on Tuesday in an exhibit packet that was fil ed
again with the division. I n that exhibit packet, the
first attachnment is the application that was fil ed
with the division. Exhibit Ais the copy of the
hearing materials that are required by the division's
gui dance. On these closed | oop gas cases identifying
all the elenents necessary for approval.

Exhibit Bis the self-affirned
statenent of M. Janacek, and he reviews in his

testinony the basis for the project and nuch of the
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operational paraneters, the location of the project
area itself, wells that will be converted to tenporary
i njections, and other operational engineering itens
related to their project. Attached to his self-
affirmed statement is Exhibit B-1, and that's a
proposed exhibit A for the division' s order that
identifies the pool in which the injection will occur,
t he project area, and each of the proposed cl osed | oop
gas capture wells. Exhibit B-2 is his proposed
exhibit B, which will be attached to the division's
order. It identifies the injection wells by API
nunber. The pool code that they're injecting into and
then offset wells by APl nunber, and they -- Exhibit
B-3 is a gun barrel view of each of the proposed
i njection wells so that the division understands how
they're oriented with respect to offsetting wells. B-
4 is a gas sanple analysis for the second Bone Spring
sand that is being provided, identifying the
conponents of the nature of the gas within that
interval. Exhibit B-5is a copy of the Conco 10 State
2-H well, well bore diagramthat was bei ng provided
suppl enent after the exhibit materials were submtted
with the application.

Exhibit Cis the affidavit or self-

affirmed statenment of Oxy's geologist, M. Tony
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Troutman. M. Troutman reviews the stratigraphy
around the project area, and particularly the proposed
injection interval and identifies the overlying and
underlying different seals that will contain the
proposed injection volumes within the project area and
the injection interval.

Exhibit Dis the self-affirnmed
statenent of Oxy's engineer, M. Rahul Joshi, and he
reviews the nodel that Oxy has prepared and presented
Its previous cases, evaluating the effectiveness of
the injection and any inpairnments or inpacts to the
I njection interval and the ability to continue to
produce hydrocarbons and as well offsetting
hydr ocar bon areas. And in his testinony, he confirns
that, in their view, the injection is going to stay
close to the well bore, and there's plenty of
stinmulated rock volunmes for the post-injection volunes
to stay within the injection area.

Exhibit Eis a copy of the affidavit
that | prepared, reflecting that we provided notice
pursuant to the division's guidance in these cases,
based on the effective parties identified to us by
Oxy, and that we al so published notice in a newspaper
of general circulation within the county where the

project was located. That's Exhibit F.
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The notice exhibits contain proof of
notice, a notice letter that was sent out, as well as
the status of each of the certified letters that were
sent to all the effective parties in this case. And
Exhibit F, as | nmentioned, is the affidavit of
publication reflecting that the notice of today's
hearing at the end of the application was provided to
each of those parties by nane, that's witing each of
themw th constructive notice.

Wth that, Madam Exam ner, | would nove
the adm ssion of Exhibits A through F, along with
their attachnents, and then assum ng there are no
objections to that, | would offer each of these
witnesses in turn to exam nation by M. Bruce and the
di vi si on.

(Exhibit A Exhibit B, Exhibit B-1,

Exhi bit B-2, Exhibit B-3, Exhibit B-4,

Exhi bit B-5, Exhibit C, Exhibit D,

Exhi bit E, and Exhibit F were marked

for identification.)

THE HEARI NG OFFI CER: Thank you very
much, M. Rankin.

M. Bruce, do you object to the
adm ssion of Exhibits A through F?

MR. BRUCE: No, nm' am
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THE HEARI NG OFFI CER: All right.
Exhi bits A through F and any sub-exhibits are
adm tted.

Let's see. I'mjust going to go from
top to bottomhere. M. Janacek, if you would pl ease
unnut e yourself, spell your nanme, and |I'm going to ask
M. Bruce and then M. MClure if they have any
questions of you.

(Exhibit A Exhibit B, Exhibit B-1,

Exhi bit B-2, Exhibit B-3, Exhibit B-4,

Exhi bit B-5, Exhibit C, Exhibit D,

Exhi bit E, and Exhibit F were received

I nto evidence.)

MR. JANACEK: Sure thing, M. Exam ner.
Can you hear ne okay?

THE HEARI NG OFFI CER:  Yes.

MR. JANACEK: Okay, great. M nane is
St ephen Janacek, and that is spelled S-T-E-P-H E-N,
| ast name Janacek, J-A-N-A-C E-K

THE HEARI NG OFFI CER: Thank you. M.
Bruce, do you have questions of M. Janacek?

MR. BRUCE: Yes, a couple of general
guesti ons.

/1
/1
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DI RECT EXAM NATI ON
BY MR. BRUCE:

Q | didn't go through the exhibits in detail
but I'mlooking at this, and it's pretty interesting.
| actually had a client about six years ago who was
going to do sonething simlar and then abandoned the
project. The wells that you're taking gas from an
Injecting into are existing wells; is that correct?

A Yes, that's correct.

Q Okay. And you don't see any big difference
in injecting Atoka and Moro [ph] gas -- with Bone
Spring gas into the Bone Spring wells?

A No, we don't. We don't see any type of
I ssues with that.

Q Okay. And how many -- and | didn't quite
see this in what | was reading. How many Bone Spring
hori zontal wells are you injecting into?

A In this application, we proposed a total of
12 horizontal wells.

Q Ckay. And second Bone Spring?

A Yes. These are all second Bone Spring sand
target -- the target injection zone.

Q Okay. And when do you anticipate starting
this? How long after you get an order approving this

fromthe division would you anticipate starting the
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I nj ection?

A We anticipate, after an order is issued,
begi nning this project as soon as possible. This is a
depleted field where we currently are shutting in
production due to gas takeaway issues to reduce our
flaring, and so we're looking to do this as quickly as
possi bl e.

Q Yeah -- depleted field. At ny age, | can
remenber filing applications at the OCG for Tricky
Tract wells 35 years ago.

A It is arelative term | suppose.

MR. BRUCE: Okay. | just wanted sone
general information. Thank you, M. Janacek.

THE W TNESS: You're wel cone. Thank
you.

THE HEARI NG OFFI CER: Thank you, M.
Bruce. M. MClure, do you have questions of M.
Janacek?

MR. MCCLURE: Yes, | do, Ms. Orth.

CROSS EXAM NATI ON

BY MR MCCLURE:

Q M. Janacek, | guess the very first initial
guestion -- this is the third case in a row |'ve asked
this one. Oxy is understanding that they need to

conti nuously neasure the production fromone of these
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I njection wells for a 24-hour period follow ng an
event; correct?

A Yes, that's correct.

Q Ckay. | guess the reason | bring it up is,
within the application itself, where we're talking
about allocation via well tests and such, Oxy's
application in this case and the previous cases seened
to neglect, | guess, to reference the need to do so.
| bring that up, | guess, just in the hopes that nmaybe
in future applications we may be able to add an
addi ti onal paragraph with the caveat of the continuous
measur ement . For this one, though, we should be fine
to proceed as we are.

A Under st ood.

Q It's been a few cases al so since |'ve asked
this follow ng question, and | do not know if this is
better for you, M. Jancek, or maybe for M. Joshi, or
It may also -- and feel free to go down this route, it
may be nore appropriate for a follow up submttal wth
a response.

My question to you, | guess kind of two
questions conbined. Do you have a best -- or what is
your best guess estimate for the vertical extent of
the fractures for the second Bone Spring wells? And

t hen the additional question to that, and upon what
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basis is that best guess estimte based upon?

A Yes. | do not know the answer to that
guestion. You can ask M. Joshi at a l|later point.
That woul d probably be best.

MR. MCCLURE: Okay. Thank you. [I'l]I
wi t hdraw t he question for now and |I'Il ask M. Joshi
as well, and then he will also, you know, have the
option of just providing a followup if he feels nore
appropriate for that.

Thank you, M. Janacek. Thank you, M.
Rankin. And thank you, Ms. Oth.

THE HEARI NG OFFI CER:  Thank you, M.
McClure. M. Rankin, do you have any followup to M.

Janacek?

MR. RANKIN: | do not.

THE HEARI NG OFFICER: All right. Let's
turn to you, M. Joshi. If you would please spel

your nanme for the transcript?

MR. JOSHI: Yeah, this is Rahul --
R-A-UHL --

THE HEARI NG OFFI CER:  I'msorry. W
can't hear you.

MR. JOSHI: Oh, I'msorry. Can you
hear me now?

THE HEARI NG OFFI CER: Now, yes.
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MR. JOSHI: Yeah. This is Rahul,
R-A-H UL, Joshi, J-OS-H1I.

THE HEARI NG OFFI CER: Thank you. M.
Bruce, do you have questions?

DI RECT EXAM NATI ON
BY MR. BRUCE:

Q Just one briefly. How many -- | know Oxy
has some. How many gas injection projects, whether
they're this type or another type, involving the Bone
Spring formation are there that you' re aware of?

A So Stephen and Adam you can add to -- these
are before ny tinme, before | started testifying.
There's maybe six now -- six, yeah. You can correct
me -- Stephen or Adam if you know. Because there
have been sone before | started testifying.

MR. BRUCE: Ckay. Yeah. Over ny
career, |'ve been involved with sone secondary
recovery water injection into the Bone Spring, but |
really wasn't aware of many Bone Spring gas
injections. That's all | have. Thank you.

THE W TNESS: Thank you.

THE HEARI NG OFFI CER: Thank you. M.
McCl ure, do you have questions of M. Joshi?

MR. MCCLURE: Yes, Ms. Oth, | do.

/1
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CROSS EXAM NATI ON
BY MR. MCCLURE:

Q M. Joshi, | guess obviously you heard ny
question for M. Janacek, but let nme re-ask it.

What is your best estimate for the vertical
extent of the fractures into the second Bone Spring,
and -- upon what basis is that estimate derived fronf
And again, feel free to -- if we need to, we can al so
have a suppl enment submttal, unless you're prepared to
provi de sonething to us today.

A Yeah. So there's been a | ot of data -- Oxy
has been trying to actively use nultiple -- sone of
these are fairly detailed. But |ooking into total
conpl eti ons anmount, generally -- |'m speaking on an
average, maybe 200 to 300 feet, though it seens that
Second Bone Spring even exceeded Canyon -- the frack
generally stays in the second Bone Spring formation,
particularly even when we dig the section 16 gas
i njection project, when we injected gas at high
pressure in -- 16-7-H, we did not see any gas
br eakt hr ough or any evidence of gas in the first Bone
Spring well or even in third Bone Spring wells. So
that leads us to believe, along with -- there's a --
data which uses the oil fingerprinted, geochem ca

analysis -- of course there's a lot nore detail. |'m
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just kind of reporting the results that we get from
t hese nmet hodol ogies -- stays within that 200 to 300
feet -- frack stays in the second Bone Spring --
confined to the second Bone Spring formation.

Q And so are you saying that it does not
exceed 2-300 feet upward, or are you saying that the
hei ght of the fracture is estimted to be 2-300 feet,
sonme of that going above and sonme of that going bel ow?

A So it goes above -- we have not seen,
dependi ng upon where the well is drilled, and sone of
this does vary with | ocal geology. Generally in Cedar
Canyon -- stays a total height of 300 feet. So yeah,
It depends upon where the well is |anded, and there
are regional variations, and whether you have
| i mestone -- barriers stopping the frack from noving
up.

Q All right. So maybe I'm m sunderstandi ng,
but just to nmake sure | have the understanding, it's
not so nmuch that you're saying the fracture extends
300 feet up, you're saying that it does not exceed 300
foot, and you're not seeing a breakthrough --

A Yes.

Q -- of a upper confining | ayer of greater
t han 300 feet; correct?

A Yes, yes -- and gas injection has showed in
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section 16-7-H that we stay confined in the second
Bone Spring with the fracture vertically.
Q Now as far as a breakthrough fromthe | ower

confining |l ayer, do you al so have the sane results?

A Yeah. We haven't seen any breakthrough in
the |l ower confining -- in the lower wells either.
Q And in regards to maybe -- thicknesses of

t he second |inestone, where Oxy has | ooked into that,
do you have any sort of round estimate? It was 300
feet for the first |inmestone, but as far as the second
| i mest one, what are you thinking?

A I don't know right now the exact thickness,
but we can provide you the nunbers.

Q |"msorry, | apologize. Say that one nore
time?

A | can't say the exact thickness right now,
but we can provide sone information | ater on.

Q Okay. Very good. Now | guess as far as
actually knowi ng what the vertical extent is, though,
do you have an estinmate of what you believe that
vertical extent may be?

A So again, |I'll just say the nunber that --
we have done -- Cedar Canyon is the best, because
that's actually where we've done the gas injection

to -- and we haven't seen any vertical breakthrough
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above or below the formation, so for now, that's our
standard estimate -- the total thickness at Cedar
Canyon's about 250 feet to 300 feet, and | think that
we woul d say that the frack stays within that

interval. Vertical extent of frack would be -- that's
my estimte.

Q Okay. So we don't really have, like, an
estimate per se, it's just less than 250 feet to 300,
t hen?

A Yes.

Q Okay. And essentially this is based upon
gas anal ysis or taking a thunbprint of the gas we
covered fromthe first Bone Spring wells while you
were injected into a second Bone Spring sand; correct?

A Yes. | nean, nore than that, we al so check
t he volunes, and because we are injecting hydrocarbon
gas, the fingerprinting is a lot nore difficult than,
say, injecting CO2, which is nmuch easier. So
hydr ocarbon gas fingerprinting is slightly nore
tricky, but right now we're just going by vol une.
Considering that in our 7-H injection, 2017 project,
we injected alnost 700 mllion in gas, and we could
see a breakthrough in our offset wells -- latera
br eakt hrough in our offset wells in second Bone

Spring, but we did not see any vertically. So that
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| eads us to believe -- that is primary data that we
use as evidence that vertically there has not been
novenment of gas as nmuch as it was laterally in second
Bone Spring in that particul ar project.

MR. MCCLURE: Okay. Thank you. And |
guess -- | don't believe we'll need followup. | was
going to say, | don't believe it's likely that we
woul d have breakt hroughs for the second Bone Spring
| i mest one goi ng downward, so | don't think we really
need followup on the distance there. So | think
that's all the questions | have for you, M. Joshi.
Thank you for your tinme. Thank you, M. Rankin, and
t hank you, Ms. Orth.

THE HEARI NG OFFI CER:  Thank you, M.

McCl ure.

M. Rankin, any followup for M.
Joshi ?

MR. RANKIN: No, ma' am

THE HEARI NG OFFI CER:  Al'l right. Thank
you. Let's nove to M. Troutman. |f you would

pl ease, M. Troutnman, spell your nane for the
transcri pt.

MR. TROUTMAN: |'m Tony Troutman. [t's
T-ONY T-R-OUT-MA-N

THE HEARI NG OFFI CER: Thank you. M.

Page 124

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

Bruce, did you have questions of M. Troutmn?

MR. BRUCE: No, | do not. Thank you.

THE HEARI NG OFFICER:  All right. M.
McCl ure?

MR. MCCLURE: Thank you, Ms. Orth. |
do.

DI RECT EXAM NATI ON

BY MR, MCCLURE:

Q M. Troutman, you may have it |isted here
sonmewhere, or maybe not. M question to you is, do we
have the actual identified pick for the second -- or,
excuse ne, for the top of the first Bone Spring |ine?

A Top of the first Bone Spring line?

Q Maybe |'m mi ssaying. The one right above

our second Bone Spring sand -- upper confining |ayer,
excuse ne.
A We do. | know at sonme point | added that to

the materi al s.

Q I may have definitely have m ssed it here,
because | don't know if parsed every single part of
the charts. | guess, unless you know where it may be
in there, if you just wanted to provide it -- go
ahead, M. Trout man.

A | do think those depths are in the

application, but |I'mnot sure what page to refer you
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to. Because that was an issue that we definitely were
aware of that -- you wanted to know where we were
setting our packers.

Q Ch, yes, exactly, yes --

A That's why | canme up with those depths. But
if for sonme reason they're not there, |I'msure we can
file a suppl enmental .

Q Yes, please, because I'm-- | nean, you're
probably right. They're probably here somewhere, but
" ve obviously m ssed themon ny first read-through.
Maybe it's directly in your affidavit, nmaybe, but |
guess just to make it easier, if you just wanted to
submt a follow up, please, and you can either
identify where it is or just -- maybe it's easier just
to say it again because | think we're just -- |ook at
a single depth essentially just on the type |og, just
ki nd of what we're | ooking at.

And then the only other question |I have for
you, M. Troutman, in regards to the second Bone
Spring, the linmestone and this Tricky Tract area
versus the Cedar Canyon area where ny prior questions
to M. Joshi was referencing to. Are you aware of any
di fferences between the |linestones there and the
| i mest ones here?

A No, there's no very significant differences.
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MR. MCCLURE: Ckay. Thank you. So
that's all ny questions for you. Thank you, M.
Ranki n, and thank you, Ms. Oth.

THE HEARI NG OFFI CER: Thank you, M.
McCloure.

M. Rankin, any follow up questions for
M. Trout man?

MR. RANKIN: No, ma'am |I'mtrying to
see if | can locate the geological pick for the top of
that |inmestone, but I'mnot seeing it here, so we'l
make sure to follow up with it.

M. MCure, | guess the only question
| have, though, is just to nmake sure that the only
out standi ng i nformation that you're | ooking for right
now is the confirmation of what the depth -- what
the -- yeah, what the pick is for the top of that
other confining interval. |s that correct?

MR. MCCLURE: Yes, sir, M. Rankin.
That is essentially ny only request, and I'msure it's
here somewher e. " mnot finding it, | guess, but
yeah, if you could just provide that? Thank you, sir.

MR. RANKI N: Yeah. We tal k about the

thickness. | see that, but |I'mnot sure -- we'll

doubl e-check, and if it is, we'll point you to it, and

I f not, we'll provide it in a supplenental -- paper.
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MR. MCCLURE: Very good.

THE WTNESS: |'mgetting a nessage
here. | think I provided those picks to the
engi neers, but we didn't put it in the application.
So they used it in picking their packer depths, but
we'll file a supplemental with that.

MR. MCCLURE: Very good.

THE HEARI NG OFFI CER:  AIl right. Well,
thank you all. |[If there is nothing else, we will take
the matter under advi senment.

MR. RANKIN. Thank you, Madam Heari ng
Exam ner. | think we have the next com ng up on the
docket, and this case involves sone actual w tnesses
again, and I'mwondering if we m ght take a short
break to make sure they're lined up and ready to go.

THE HEARI NG OFFI CER:  Absol utely.
Shall we take another ten-m nute break and cone back
at 11: 307

MR. RANKIN. Thank you, Madam Chair.
That works for ne. Appreciate it.

THE HEARI NG OFFI CER:  AlI'l right.
Appreciate it. W'IIl see everyone at 11:30.

(OFf the record.)

THE HEARI NG OFFI CER: M. Rankin, are

you going to be appearing on that |ast case?
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MR. RANKIN: Yeah, sorry we have
some -- feedback --
THE HEARI NG OFFI CER: Al l righty.
Great. Screen popul ated quickly there. All right.
Let's call the |last case on the docket

wor ksheet for August 3rd, 23685. Spur Energy Partners

is the applicant. Pinto is the nane of the well, and
Hol and and Hart is here for the applicant. M.
Ranki n?

(Di scussion held off the record.)

MR. RANKIN:  Yes, Madam Exam ner.
Thank you very nuch. Adam Rankin appearing wth the
Santa Fe office of Holland and Hart on behal f of the
applicant in this case. Today we have three w tnesses
who' || be presenting this case on behalf of Spur. W
have M. diver Seekins. W have M. Reed Davis, and

we have M. CGeorge Waters, each of whomrequires to be

sworn in.

THE HEARI NG OFFI CER: Al lrighty. Let
me ask if there are first -- if there are any other
appearances. No? | see a M. Gebrem chael ?

MR. GEBREM CHAEL: Yes. Ml lion
Gebrem chael, correct. Can you hear ne?
THE HEARI NG OFFI CER: Yes. Are you

anot her wi tness or another |awer?
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MR. GEBREM CHAEL: No, |'m part of the
ul C

THE HEARI NG OFFI CER: Ah, okay. Thank
you. | see M. (oetze?

MR. GOETZE: That's correct. | wll
al so be participating with M. Gebrem chael as
exam ners for the division.

THE HEARI NG OFFI CER:  Thank you. ' ve
met you, M. CGoetze, but | hadn't net M.
Gebr em chael .

Allrighty. So gentlenen, M. Davis,
M. Seekins, and M. Waters, if each of you would
rai se your right hand.
VWHEREUPOQN,

REED DAVI S
called 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:
VWHEREUPOQN,
OLlI VER WARNER SEEKI NS

call ed as a wtness, and having been first duly sworn
to tell the truth, the whole truth, and not hi ng but
the truth, was exam ned and testified as foll ows:
/1
VHEREUPON,
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GEORGE ARMSTRONG WATERS
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 OFFI CER: Ckay. Thank you.
That was all three of them and we can go
al phabetically again. Let's start with M. Davis.

MR. RANKI N: Madam Exam ner, | think
probably given the nature of this case, our preference
woul d be to go in a |ogical sequence, | guess, rather
t han just al phabetical, because we did not yet supply
witten affidavits or statements, so we need to ki nd
of present our testinony and our first w tness would
be M. Seekins, if that's okay with you.

THE HEARI NG OFFI CER: That's fi ne.

MR. RANKI N. Thank you very nuch. Just
as a bit of a summary so everyone's on the sanme page,
Iin this case, Spur's asking for or seeking approval
for what's known as a pressure nai ntenance project
within the Yeso formation, underlying a project area
that conprises all of section 36, township 18 south,
range 25 east, and the west hal f/west half of section
31 and the adjacent township to the east. That is
ternmed the project area here.

In this case, they're seeking to
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convert one of the wells within the project area that
Spur operates, the Pinto 36 State Com 3-H well into an
i njection well for purposes of injecting produced gas
to affect their pressure nmai ntenance project within
the area. There are a nunber of wells, | believe it's
13, within the project area that have identified as
will be benefiting fromthe increase fromthe pressure
mai nt enance and are expecting to see a positive
response as a result of the injection. The details
wi Il be covered by M. Seekins as he reviews his
testinmony in terns of the operational paraneters and
the injection well. But just wanted to give that
qui ck overview for you

So M. Seekins will be addressing the
area to review and sort of the initial operational
paranmeters. M. Davis will be addressing the
geol ogy, the injection interval -- the stratigraphy,
as well as the confining |layers within the project
area. And then M. Waters is a petrol eum engi neer
with Spur and he will be giving an overview for the
rational e and the expectations from Spur as a result

of the injection.

So with that framework, | appreciate

your attention and we'll call our first wtness, M.
A iver Seekins.
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DI RECT EXAM NATI ON
BY MR, RANKI N:

Q M. Seekins, can you hear ne okay?
A Yes, | can. Can you guys hear me?
Q Very well. And if anything -- if there's a

technical issue or glitch or you can't hear ne, |ust
| et me know.
M. Seekins, wll you please state your full

nanme for the record and spell it for the benefit of
t he hearing court reporter?

A My nane is Oiver Warner Seekins.
O L-1-V-E-R Seekins, S-E-E-K-1-N-S.

Q And by whom are you enpl oyed and i n what
capacity?

A A-L-L Consulting, and | work as a
consul tant .

Q Have you previously testified before the
di vi sion and had your status as an expert in class 2
Ul C or underground injection control, injection wells,
and regul atory matters accepted as a matter of record?

A | have not.

Q I's your resune attached in the exhibit
packet that was filed with the division on Tuesday and
mar ked as Exhibit B?

A Yes, it is.
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Q Just briefly if you would, M. Seekins, just
sunmari ze your educational and work experience, in
particular, permtting class 2 injection wells.

A I have a Bachelor's of Science degree from
Oakl and State University in biochem stry and nol ecul ar
biology. | started working for ALL Consulting in
2013. MW tine at ALL has consisted of three
I nternshi ps and approxi mately six years of full-tine
work. During that tinme, nmy workload has consisted of
conducting nmultiple post- and pre-acquisition
regul atory reviews for class 2 injection wells in
Texas and New Mexico. |'ve audited nmultiple pre-
exi sting Cl108 applications in order to identify any
| ssues stopping them from bei ng consi dered
adm nistratively conplete and assisted to get themto
t hat status.

In addition to that, in support of sone
I njection well projects, |'ve conducted water
sanpling, assisted in environnmental assessnents,
revi ewed ar chaeol ogi cal assessnents, coordinated
third-party contractor work, and assisted in the
devel opnent of regional injection network planning,
i ncl udi ng pi pelines, storage capacity facilities, and
SWD | ocati ons.

Q And as to New Mexico, how many different
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I njections projects or permts have you been a part of
or overseen and had permtted in New Mexico?

A In New Mexico, |'ve assisted with
approximately 100 class 2 injection wells, all of
whi ch were | ocated within the Perm an Basin.

Q And are you famliar with the C108
application that was filed with the division in this
case”?

A Yes, | am

Q And you're famliar with the |ands that are
the subject of the application within the area of
revi ew and offsetting acreage?

A Yes, | am

MR. RANKIN: At this tinme, Madam
Exam ner, | would tender M. Seekins as an expert
witness in class 2 U C regulatory matters.

THE HEARI NG OFFI CER:  Thank you. He'l
be so recogni zed.
BY MR. RANKI N

Q M. Seekins, if you would just review at a
hi gh level what it is that Spur is seeking with this
case -- what approval is it asking for?

A Spur is seeking an order approving a
pressure mai ntenance project into the Yeso fornmation

underlying a project area of all of section 36,
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townshi p 18 south, range 25 east, as well as the west
hal f of the west half of section 31, township 18
sout h, range 26 east in Eddy County, New Mexico. Spur
I S proposing to convert an existing production well
into a pressure mai ntenance well. That well would be
the Pinto 36 State Com 3-H wel | .

Q Now just to restate, Spur did file an
exhi bit packet in advance of today's hearing, and is
Spur Exhibit A that was included in that packet, is
that a copy of the application that was fil ed,
i ncluding the full and conplete copy of the Cl104 --
sorry, Cl108 that was filed on behalf of Spur?

A Yes, it is.

Q ' mgoing to go ahead and pull up, if |
m ght -- share my screen just for ease of discussion.
M. Seekins, I'mgoing to pull up that exhibit. Wen

you can see ny screen, just let me know.

A | can see it now.

Q |'"mgoing to scroll down to the front page
of our cover application, and if you would just refer
to this first page here, you confirmthat -- listed in
paragraph 1 are the wells that Spur anticipates w ||
see a positive response fromthe injection through the
proposed -- fromthe proposed injection into the Pinto

36 3-H wel | ?
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A Yes. That is a list of the 13 horizontal
wells located within the project area that Spur
expects to see a positive response in.

Q And does Spur operate each of those wells,
I ncl udi ng the proposed injection well at this tinme?

A Yes, they do.

Q " mgoing to skip dowmn to -- | believe it's
page -- it's marked as page 35 on the OCD page stanp,
In the exhibit packet. This is an overview map. |If

you just would give us a general orientation here for
where the project is |ocated?

A Yes. The project area is | ocated
approximately ten mles south of Artesia and a
substantial distance to the west of the Potash area.

Q Now zooming in here, let's tal k about the
injection well. I'mgoing to scooch back to page 13,
| believe, of the exhibit packet, which is the Cl102
that was submtted. |[If you would just explain to us a
little bit about -- identify what this exhibit is and
the details on the proposed injection well?

A The C102 is the certified well plat for this
well. It shows both the surface hole |ocation as well
as the bottom hole | ocation, outlining the extent of
the horizontal. It also shows that this well is

currently producing out of the Yeso fornmation.
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Q And in fact it identifies -- nunber one,
this is the as-drilled plat for the well; is that
correct?

A Yes, it is.

Q And it identifies that the pool that is
conpleted in is the Penasco Draw of San Andres Yeso
pool, with a pool code of 50270; is that right?

A Yes.

Q Are all of the wells offsetting that are
expecting to benefit within the project area, are they
conpleted in the sane pool ?

A Yes. Each offset well is conpleted into the
sanme pool .

Q Now what's the approxi mate depth of the
i njection interval here? What are we targeting in
terns of where this well is conpleted and the
I njection interval ?

A The well is conpleted at approxi mtely 2311
feet to 2673 feet by total vertical depth.

Q Does this Cl108 include all the current --
|"msorry. Yeah. Does the C108 include all the
current information on the current construction status

of the proposed injection well?

A Yes. | believe on page 8 there is a table
t hat shows the -- yeah. The current casing and
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cenmenting records, and then we have both a well bore
di agram of the well as it is currently constructed and
for the proposed reconpletion of the well as a
pressure mai ntenance well .

Q So if I scroll down to, | believe it's page
14 of the exhibit packet, that includes the well bore
diagram for the well as constructed?

A Yes. | believe page 14 is the as-
constructed well bore diagram Page 15 and 16 should
be the matchi ng C105 conpletion report, and on page
17, we have a well bore diagramreflecting the
proposed reconpl eti on.

Q If you would, M. Seekins, just explain to
us what changes or nodifications Spur proposes to naeke
to convert this well to injection for this pressure
mai nt enance project?

A Spur proposes to pull the existing tubing

fromthe well, replace that tubing with internally
coated plastic tubing to help present any -- prevent
any corrosion concerns, and they will place a packer

wthin 100 feet of the top perforation.

Q And packer depth is identified here on
the -- actually, I"'mnot sure if it is on here but
it's on the previous --

A It is on the well bore diagram [It's in the

Page 139

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

second bl ock of text right there. | believe it says
2406, the next one down from your cursor.

Q Yeah. Thank you. Yeah. Thank you very
much. Now just to confirm this is a new injection
project. There's not currently any injection
occurring within the project area?

A That is correct.

Q And this will be -- what kind of system w ||
this be, a closed or open injection systenf

A This will be a closed system

Q Turning to page 9 of your exhibit packet, if
you woul d just give us the operational paraneters.
What are the injection rates, volunes, and pressures
that Spur is proposing to operate this injection
proj ect under?

A Spur is proposing to operate this injection
project with a maxi muminjection rate of ten mllion
cubic feet of gas per day, with an estimte average of
five mllion cubic feet of gas. W have a cal cul ated
maxi mum i nj ection pressure of 670 PSI, with an
estimated average injection pressure of 470 PSI.

Q Based on your understandi ng, Spur has
conducted an assessnent and determ nation that those
vol unes can be injected without exceeding the maxi num

operating service injection pressure that's proposed
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her e?

A That is nmy understanding fromworking with
Spur .

Q Now i f Spur requires an increase in service
I njection pressures, wll it performan OCD w tnessed
step rate test; is that correct?

A Yes. Spur would work with OCD to conduct
the step rate test.

Q Now i n your opinion, are the casing designs
in the job that we just reviewed at a high level in
this well protective of fresh water sources in the
area and the correlative right of offsetting well and
gas m neral owners?

A Yes, that aligns with nmy opinion.

Q Now wi | | Spur be undertaking any efforts to
nonitor the integrity of the well board during
operations?

A Yes. Spur intends for there to be inert
fluid within the annul ar space, and Spur will nonitor
t he pressure.

Q Any plans to further stinulate the well
foll owi ng conversion to injection?

A Not at this tine.

Q Now you al so conducted an assessnent or
review of the area -- a review around the proposed
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i njection. |s that correct?

A Yes, it is.

Q Let's talk about that. [|'mgoing to skip
down to page 19 of the exhibit packet here, which
believe is -- the first page is review ng the area of
review in your analysis. | apologize for making
everybody dizzy here. |If you would, M. Seekins,

di scuss what this map shows and expl ain what you've
done to assess the area of review around the proposed
I nj ection.

A So we use this AOR map to show the existing
infrastructure in the area, so working our way outside
in, we have a two-mle buffer around the well that's
bei ng proposed for conversion as well as a half-mle
buffer further in. You'll then see a red rectangle

depi cting our project area. Just on the upper edge of

the project area, you will notice a red star that is
I ndi cating the service hole |location. |f you follow
t he dashed line down fromthere, you will see a red

circle indicating the bottom hole | ocation. The
dashed line is show ng where our horizontal is running
and perfed through. And then you'll notice a series
of solid lines running both vertically and

hori zontally, and those are depicting the horizontal s

of Spur's wells within the project area.
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Addi tionally, our map here, if you |look at the key on
the right-hand side, shows you the status of each wel
on the map.

Q And just to be clear, the wells that Spur
has identified in this cover application and that Spur
anticipates will show a positive response fromthis
I njection, those are the wells that are identified --
the solid lines within this project area on this mp?

A Yes, that is correct.

Q Let's go down to the next page here, as part
of your AOR analysis. This is alittle hard to read
for those | ooking at the screen. |'Ill try to increase
the size a little bit here, but what does this table
of information show and how does it relate to your
previ ous map?

A So this is a tabulation of data for all the
wells located within one half-mle of the Pinto 36 Com
well we're | ooking at converting here. This gives you
the well name, the current operator of record, if the
well is active or plugged, and if the well penetrates
t he proposed injection zone.

Q Now you've got a simlar but different table
of data on the next page. |If you would just review
and explain the difference between this table and the

previ ous one and what these tables of data show.
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A So these two tables, the top table is going
to discuss the first two casing strings, and the
second table is a continuation of that. These two
tabl es were put together to show the current
construction and cenenting details for each well that
penetrates the proposed injection zone |ocated within
a half mle.

Q Great. And then the next page here shows
addi tional information for which wells?

A Yes. So this third table provides the
pl uggi ng i nformati on for each plugged and abandoned
well within a half mle of the proposed pressure
mai nt enance wel | .

Q And as to the wells that are plugged that
you included information here for, those are wells

t hat are plugged and actually penetrate the proposed

I njection interval. Is that right?
A Yes, that is correct.
Q Now as to the wells that penetrate the

proposed injection interval and are plugged, have you
al so provided the division with well bore diagrans for
each of those wells?

A Yes. | believe that is going to be the next
approxi mately seven pages.

Q And has ALL Consulting eval uated and
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reviewed the status of each of those wells, the
construction and plugging status to confirm in your
opi nion, that each of these wells are protective and
wll not serve as a conduit for injected produced gas
for escaping the injection interval?

A Yes. Under ny direction, our chief
geol ogi st not only reviewed each plugged penetrating
wel |l but each well within a half mle of the proposed
pressure nmai ntenance well, and during that review, we
reached the conclusion that none of the wells within
the AOR present an issue for confinenment within the
Yeso formation.

Q So in your opinion, none of the wells

requi re any renedi ation or corrective action at this

poi nt ?
A That is correct.
Q Now | want to just touch on the injection of

produced gas here that Spur's proposing. Did you
prepare an analysis or did Spur prepare an anal ysis of
the chem cal analysis of the gas that Spur proposes to
Inject in this case?

A Yes. Spur provided us with an anal yti cal
anal ysis of the produced gas they expect to utilize in
this pressure nmi ntenance project.

Q And | believe that was provided as part of
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t he exhi bit packet on page 37 of the exhibit packet?

A Yes. |I'mnot sure if 37 is the cover page
or the analysis itself, but you re showi ng the
anal ysis that was provided currently.

Q Yeah. It looks like it's the actual page
mar ked as page 37, so that would be --

A Yes.

Q That's the page. Now if you would just
explain to us where this gas sanple was coll ected and

whet her, in your opinion, it's going to be

representative of the produced gas that Spur wll be
I nj ecting?

A Spur collected this sanple fromtheir nearby
central tank battery. |It's Flare, and the gas going

to this facility is fromthe Spur operated wells
within the area produci ng out of the Yeso. So yes, |
believe it is an accurate representation of what they
plan to inject.

Q Great. So essentially as you understand it,
Spur is going to be diverting some of this gas for
pur poses of -- on this pressure nmai ntenance project
before or at the point it connects with the central
tank battery?

A Yes. That is ny understanding.

Q Now based on this gas analysis, is there any
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ri sk or concerns about conpatibility between this
gas -- before |I ask that question, M. Seekins, just
if you would confirm is this gas all produced from
t he Yeso pool ?

A Yes, it is.

Q Okay. So on that point, is there any
expectation of any conpatibility issues between this
gas and the reservoir gas that would be receiving this
I nj ection?

A No. In ny opinion, there are no
conpatibility issues there.

Q Now onto anot her topic here, offsetting
water wells and offsetting water production, have you
conducted a review to determne if there are any in
the | ocation of offsetting water wells in the area?

A Yes. |If you can make your way to page 39,
we have a map showing all the offset water wells
within a mle of the proposed pressure maintenance
well. In this case, there are 21 active water wells
shown with a blue circle. There are six pending water
wel | applications shown with the green circle, and
there are 19 water wells with an unknown status
currently. Fromthere, we utilize two existing water
sanpl es that Spur had access to in this application.

Q Now on those two water sanples, these were

Page 147

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

exi sting water sanples that had previously been
col l ected?

A Yes.

Q And on the foll ow ng pages, you identify and
give an overview of the |ocation of each of the water
wells in the previous map, and then also |ay out

rational e or basis for submtting the two water well

sanples that you did collect and submt. [Is that
correct?

A That is correct.

Q Geat. | think that's all we need to touch
on there. And so we have a base -- essentially, M.

Seeki ns, we have a baseline now for offsetting water
quality within the area; correct?

A Yes. We have a baseline for offsetting
water quality and the analytical results correspondi ng
to the two results that were sanpl ed, should be
contained in -- let's see here. It looks like it's
going to start on page 41.

Q Okay. | think it's page 41 through it
shoul d be 47, | believe, contain those two water
qual ity sanpl es.

A Yes. That is correct.

Q Now next topic here under the C108 | guess

woul d be | and ownership status and notice to affected
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parties. So let's talk a little bit about that. D d
you work with Spur's |land teamand with ALL to prepare
an analysis of the | and ownership status within the
area of review?

A Yes, | did. [If | could direct you back to,
| believe it's page 32, | could wal k you through what
we did to identify all the affected parties that we
did notice.

Q Geat. | believe on here, M. Seekins, if
you woul d just guide us through the next series of
maps and expl ain what they all show and what you all
have done to identify the parties requiring notice.

A Yes. So simlar to the oil and gas AOR wel |
map that we did earlier, we have the sane two-mle and
hal f-mle buffer shown as well as the project area.

On this map, you'll see nost of the area within the
proj ect area shown in green, and that is indicating
that the mneral rights there are held by the state

| and office. Simlarly, any of the text blocks shown
in red are going to be mnerals held by the BLM and
each of the areas shown in this yellow or orange woul d
be a private mneral |ease. And then --

Q Sorry. Also identified is the |ocation of
that injection well?

A Yes. We have both the service hole | ocation
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and the bottom hole | ocation depicted on this map.

Q Explain to us what the next map shows and
the difference here.

A So the first map was show ng m neral | eases.
This map is show ng the m neral ownership surroundi ng
it. Just trying to make it a little bit nore clear.
So once again we have state-owned m nerals underneath
the majority of the project area, and then outside of
that, the rest of the project area is sitting on
private mnerals with sone offsetti ng BLM owned
m ner al s.

Q Thank you. What's this next map show?

A The next map shows the surface ownership.
So again, just confirmng the state | and owns the
majority of the land within the project area, and then

it's private ownership in the surroundi ng area.

Q The state |and office owns the acreage on
which the injection well will be |ocated; correct?

A Yes, that is correct.

Q Now based on that, who was -- if you could

just give us a general overview of who was notified as
affected parties of the application and of today's
hearing?

A So the surface owner was notified. The OCD

district office was notified. And then each person
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I dentified as an affected person.

Q So all the working interests within the
project area, and the all the | ease hold owners within
the half-mle area of review were all notified of the
applications. |s that your understandi ng?

A Yes, it is. We worked with Spur to review
all of the operators of record for wells | ocated
wthin a half mle, and to do that we reviewed the OCD
and BLM records. Additionally, we reviewed the BLM
and SLO | ease records to determ ne who the | essee of
records were. And then for each of the private | eases
wthin the AOR, we used a conbination of the --
various m dl and maps, private m neral ownership and
| ease data, as well as private | ease data provided by
Spur. In this case, Spur specifically holds several
private mneral |eases and is the operator of several
wells within the project area. So they provided us
with the working interest owners for each of their
wells and the mneral interest owners for each of
their privately held | eases.

Q And that |ist was then provided to Holl and
and Hart, and we provided notification pursuant to the
di vision's regul ati ons?

A That is correct.

Q Now based on your experience providing
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notice for class 2 U C injection applications and
projects, do you have an opinion about whether Spur
and ALL -- good faith effort to locate and identify
the correct parties and addresses required for notice
within the half mle area of review?

A Yes. | would agree with that statenent,
that a good faith effort was put in by both parties to
provide Holland and Hart with an adequate list to send
notice to.

Q VWile we're on the topic, M. Seekins, |'m
going to go ahead and introduce ny exhibits here that
reflect our efforts to provide notification. Attached
to the exhibit packet and marked as Exhibit -- should
E, is this a copy of the affidavit that | prepared
reflecting that Holland and Hart provided notification
of the application and hearing pursuant to the
division's regulations and that attached to that
affidavit is a copy of the notice letter that was sent
out dated July 14th to each of the interest owners
giving them notice of the hearing on today's date with
reference to the division's website information where
they can find information on the hearing and cont act
i nformation for Spur's project manager for this
pr oj ect ?

And follow ng that sanple letter, a copy of
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each of the mail status reports for each of the
affected parties, including the surface owner, state

| and office, as well as each of the |ease hold

I nterest owners and working interest owners identified
as affected parties?

A Yes. That would be correct.

MR. RANKIN. Yeah. Now |l wll | guess
address this now We did have an issue with our
notice of publication. It was not tinely, and so for
t hat reason, Madam Exam ner, we're going to request
that this case be continued to the Septenber 7th
docket in order to allow us to perfect notice by
publication, at which point we will submt an
additional exhibit reflecting affidavit of publication
on the date that it is published.

And so as to notice, Madam Exam ner,

t hat conpl etes our presentation on the notice.
BY MR, RANKI N:

Q M. Seekins, in your opinion, does the
application that was submtted by Spur in this case
provide all the information necessary for approval,
and is it conplete?

A Yes. To the best of ny know edge, this
applicati on woul d be consi dered adm ni stratively

conplete and provides all of the pertinent information
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to address the regulatory matters around a pressure
mai nt enance wel | ?

Q Thank you. At this tinme, M. Seekins, were
Exhibits A and B, which is your resune, were they
prepared by you or under your direction?

A Yes, they were.

MR. RANKIN: Madam Exam ner, | woul d
nove at this tinme adm ssion of Exhibits A B, and E.

(Exhibit A Exhibit B, and Exhibit E

were marked for identification.)

THE HEARI NG OFFI CER: Exhibits A B
and E are adm tted.

(Exhibit A, Exhibit B, and Exhibit E

were received into evidence.)

MR. RANKIN: Madam Chair, no further
guestions of M. Seekins, and we'll pass himfor
guestions by the exam ners.

THE HEARI NG OFFI CER: Thank you very
much. M. Goetze, do you have questions of M.
Seeki ns?

MR. GOETZE: Yes, and no. Actually, |
do have one request. Seeing how we're going to
continue this to Septenber 7th. Normally for our
C108s or affirmation statenents are signed by an

I ndi vidual and are not just put into the C108, so |
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woul d ask that Spur provide us with a suppl enent al
statenent signed by soneone qualified to nake the
assessnment about the engineering and hydrol ogic
connections. So I'll put that on M. Rankin's to-do
list.

Anot her item and just clarity on ny
part. So for the project area, M. Rankin, we did
notify all the working interest owners within the box
that we're saying we're going to have as a unit. |Is
that correct?

MR. RANKIN: Yes, M. Exam ner, we did
provide a notification -- because in this case, Spur
I's the operator of each of those wells. Spur did
provide notice to each of the working interest owners
within the project area given that.

MR. GOETZE: It's still a project
that's considered statutory units, so | just want to
make sure that all those are covered so that we don't
have an issue of notice and someone object to it, so
that's fine. | just want to nake sure.

Ot her than that, | don't have any nore
guestions for M. Seekins, and thank you very nuch.

THE HEARI NG OFFI CER:  Thank you, M.
Goet ze.

M. Cebrem chael ?
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MR. GEBREM CHAEL: Cebrem chael. Yeah.
It's all good. Yeah, | do have a question for M.
Seeki ns.
CROSS EXAM NATI ON

BY MR. GEBREM CHAEL:

Q |'ve seen like -- there is a variation
bet ween the original application and then the revised
one, which is good. Now | want to ask you about the
surface casing. In your initial application, it was
showi ng that the cement was not circulating to the
surface, right? And now it is circulating. Was it a
typo, or what was the reason for those --

A So the original statenent on the well bore
di agram was m sleading. It stated that the top of
cenent was determ ned during a tenperature survey and
did not accurately reflect the renedial work that was
done as a result of that. When we went to check the
OCD well details, the cenmenting sundry submtted to
OCD clearly stated that the top | believe was
identified at roughly 181 feet, and then as a result
of that there was renmedial work perfornmed to cenent
t he surface casing back to surface, as reflected on
that sundry notice. So we sinply cleared up the
| anguage on the well bore diagramto accurately

refl ect our current understanding of the cenenting.
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Q That's great. Do you have a CBL, or could
you provide OCD with the CBL?

A We have not provided one, and in this noment
" mnot sure if one has been submtted to the state

fromthat work.

Q Yeah. It would be good, so we would like to
confirm you know, the -- you know, the cenentation,
you know, process and that. The other question | have

Is in ternms of the tubing depth and the packer setting
depth. I'mtrying to visualize it, where that packer
is latching onto. Fromwhat | see here is the -- your
ending for the tubing depth is 2370. |Is that right?
A Sorry. I'mtrying to find it in there --
t aki ng forever.
Q That's fine. Take your tine, yeah. It is
2370 feet MD. That's where your -- the | atest
application, that's what it shows. And then the
packer's set at 2406, which is fine, which is |like
within a hundred feet fromthe top perforation.

Now nmy question is, between the tubing depth

and then the packer setting depth, I'mtrying to
visualize it -- where is the packer |atching onto?
A | believe you have identified a typo in our

suppl ementary i nformati on here. The tubing would go

all the way down to the packer setting depth, but we
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can confirmthat for you

Q Yeah. But in your |atest application, this
is what it shows. |I'mreading it fromthe | atest one;
ri ght?

A Ri ght .

Q So obviously there is sone -- yeah, if you

could revise that one, because it doesn't nake sense.

You know, there is -- tubing is way at top, and then
the packer is set at 2406. |I'mtrying to visualize
where it's |atching onto, so yeah. |If you could

provide the |latest information on this one, | would

appreciate it.

A Yes. We can do that.

Q |'"ve got a third question in ternms of -- can
you describe the acid job perforned on this well? I

know you' re not planning to performany new acid job,

but you did perform-- it is nore like a matrix
aci di zation, |ike spot acidization, or was it frack
acidization? | think it's frack as far as |'m

concerned. Am| right?

A That woul d be outside of ny area of
expertise. | can cover, if you would |ike, how we've
descri bed the previous stinulations in the
application, but outside of that verbiage, | wouldn't

be the proper person to describe that work to you.
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Q Yeah. The reason I'mraising this question
Is, M. Seekins, is as | understand, you' re planning
to apply for SRT. You know, for, you know, maybe
| ater for increased injection pressure increase. As
far as the OCD SRT gui delines are concerned, once you
fracture the formation, you know, you can perform SRT,
because, | nean, the result would be invalid because
the formation is already fractured. So if you could
provide, as with the fracture gradient, the | ength of
the fracture and then -- | nean, the general --
the --. That would tell us, you know -- | nean, the
hei ght of the fracture and then the facture gradings.
That information is very inportant because you nay not
be able to do SRT in the future if they are already
fractured.

MR. RANKI N: Madam Exami ner, if | m ght
just interject for a nonent. M thought on that --
and M. Gebrem chael, | understand the question --
maybe it woul d be appropriate to address that issue if
and when Spur decides it is necessary or needs to
I ncrease injection pressures. At this point, |'m not
sure that it's necessary, and | understand the nature
of the question, but if that's not sonething that's
going to occur, |I'mnot sure, you know, it's

necessary --
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MR. GEBREM CHAEL: Yeah. | thought you
rai sed the SRT, because the SRT is a prerequisite for
| Pl application; right? So yeah. |If you could
provide us with that information so we coul d gui de you
to the right direction, and so that's what --

MR. RANKIN:. | guess ny question is,
that's only necessary if Spur is going to seek an
I ncrease in pressure injection; right?

MR. GEBREM CHAEL: Okay. But is Spur
still going to conduct SRT? |In the future?

MR. RANKIN:. | guess the point we raise
there is that, if they did need to, they would --
yeah, if. [It's not to confirmthat they need to at
all. So as | think M. Seekins testified, Spur
believes that they will be able to operate within the
standard operational limts they've identified, and
only if they need to increase pressure will they cone
to the division and ask for one.

THE HEARI NG OFFICER: Also it m ght be
witten up a condition to clarify that in fact that's
what woul d have to happen if in fact that's where you
wer e headed.

MR. GEBREM CHAEL: Yeah -- thank you
very nmuch. Yeah. Those are all the questions | have.

Thank you. Thank you so nuch.
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THE HEARI NG OFFI CER: Thank you, M.
Gebrem chael . Let's see.

Did you have any followup with M.
Seekins, or are we going to talk with another w tness?

MR. RANKIN: | don't believe |I have any
further questions for M. Seekins, but |I do want to
make sure | understand the request for sonme follow up
information, so if | mght just inquire.

M. Gebrem chael, you asked for a
cenent bond log. Now | guess the question | have is,
are you interested in only the portion of the well
bore that undertook a renmediation to circulate to the
surface?

MR. GEBREM CHAEL: For the acid job?

MR. RANKIN: No, |'mtalking about for
a cenment bond | og. You asked --

MR. GEBREM CHAEL: Yes. Especially,
you know, we're very concerned protecting the, you
know, the fresh water. Yes, because there was
di screpancy between the initial and then the final, so
| would like to see the cenment bond on the surface.
mean, the whole CBL woul d be helpful, if we have the
CBL for the entire well, but yeah, mainly |I'm
concerned on this surface casing, yeah.

MR. RANKIN: My understanding is that
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t here has not been a CBL conducted on this well, and
so the question, | guess is, you know, the preference
woul d be to conduct, you know, a CBL only as to the
portion that you're concerned about, and that's what

|'"mgetting at here is, do you want to --

MR. GEBREM CHAEL: | can consult with
Phil. Maybe Phil could support nme on this one, but we
can decide -- internal discussion and cone back to you

with this one again, whether we want the entire CBL or
just for the surface casings.

MR. GOETZE: May | interject, and let's
do that. This is Phillip Goetze -- let's see what you
can find before the next continuation, and make an
effort to see if there's sonmething buried away as far
as any additional CBL or cenent bond log for this
well, and we'll discuss anong ourselves as to what
requi renments, if necessary, for if there's additional

need of information. Okay?

MR. RANKIN:. No, thank you. | think
t hat makes sense, M. Goetze, and we'll be happy to
provide to y'all information we have on the renedial

actions or steps that were taken to recircul ate, and
if that's not sufficient, then, you know, | think a
condition of approval can be incorporated into the

order if a CBL is required prior to commenci ng
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I nj ection.

MR. GOETZE: M. Rankin, it seens
you're having problenms with ny nane today.

MR. RANKIN: What did | call you?

MR. GOETZE: |Is that conducive with the
fact that you did not send the emails too? Is this a
mental block as far as ny presence?

MR. RANKIN: | apol ogize. Whatever |
said, | hope it wasn't

MR. GOETZE: Well, thank you.

MR. RANKIN. What did | call you, M.
Goet ze?

THE HEARI NG OFFI CER: Thank you very
much, Gentlenmen. Shall we nove, then, to the next
W t ness?

MR. RANKI N. Thank you, Madam Exam ner.
Qur next witness | would like to call up to the stand
Is M. Reed Davis with ALL Consulti ng.

THE HEARI NG OFFICER: | believe you are
sworn, so if you would just spell your nane for the
transcript?

MR. DAVIS. Sure. M nane is Reed
Davis. First name, R E-E-D. Last name, D-A-V-1-S

THE HEARI NG OFFI CER: Al |l right.

You're a little soft. | mght be the only one, but
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you're a little soft.

MR. DAVIS: Let nme see if
here. |Is that any better for you?

THE HEARI NG OFFI CER:  Ch,
Thank you.

M. Rankin, did you have ¢

M. Davis before the technical exam ners?

MR. RANKI N: | do. | do, Madam
Exam ner.
DI RECT EXAM NATI ON
BY MR, RANKI N:
Q M. Davis, will you just explain, by whom
are you enployed and in what capacity?
A l"mcurrently enployed by ALL Consulting as

a geophysi ci st.

Q And have you previously testifi
di vi sion and had your status as an expert
accepted as a matter of record?

A |'"ve previously testified befor
di vision as an expert on induced seism ci
specifically geol ogy.

Q I's your resune containing your
as an expert in geology contained in Spur

A That's correct.

MR. RANKIN: W thout going

| can adj ust

very nuch.

uesti ons of

ed before the

i n geol ogy

e the

ty, but not

credenti al s

Exhi bit C?

t hrough |
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guess the tinme, Madam Chair, | would tender M. Davis
an expert in petroleumgeology as well as in
geophysi cs.
THE HEARI NG OFFI CER: So recogni zed.
MR. RANKI N:  Thank you.
BY MR. RANKI N:

Q M. Davis, are you famliar with the C108
application that was filed in this case on behal f of
Spur ?

A | don't think I heard you there. Your
vol une went away conpletely, | think, at |east for ne.

THE HEARI NG OFFI CER: Me too.
BY MR. RANKI N:

Q Okay. So | guess, once again, you're
famliar with the C108 that was fil ed?

A Yes, | am

Q Perfect. And you' ve conducted a study of
t he geol ogy and the lands within the proposed
I njection area?

A Yes, | have.

Q Do you want to just explain for the
exam ners what the proposed injection interval is for
t he pressure mai ntenance project here?

A The proposed injection interval is within

t he paddock nunber of the Yeso formation, with an
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approxi mate total vertical depth of 2,311 feet to
2,673 feet. That depth corresponds with the paddock
nunber of the Yeso.

Q And it's also the conpleted interval of the

existing well that's proposed to be converted to

I njection?
A [ No audi bl e response. |
Q | didn't hear the answer there.
A That is correct. I|I'msorry. | don't know

what it's not getting ne --

Q It's okay. Now referring back to the
Exhibit A that was filed in support of this
application, I'"'mgoing to share ny page here so we can
follow along with your testinony.

A Okay.

Q If I can find it. There we go. |[|'m going
to scroll to the page here that I'mgoing to
reference, but item7 in the C108 formthat was filed
i n connection with this application, that contains the
geol ogic information that's required by the division
I n support of the application?

A That's correct.

Q And that's |listed here on page 9 of the
C108?

A Yes.
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Q You're a little soft, and | don't know what
it is. Mybe just closer you get to the m crophone,
maybe the better.

A "Il stay real close. Hopefully that helps.

Q That works. Now if you would, M. Davis,
just give us an overview of the general geology in the
area, the stratigraphy going fromthe surface down to
the injection interval.

A Sure. According to the conpletion report
fromthis well, the top of the Grayburg is the first
formati on found at approxinmately 415 feet, and if that
Is the top of the San Andreas formation at 692 feet,
then the Gorieta topped at 2,098 feet. The top of
the Yeso is at 2,150 feet. The top of the Paddock is
at 2,311 feet. And the top of the Blinebry is at
2,673 feet.

Q Now wi t hin your assessnent, had you
I dentified any zones within the geol ogy containing
fresh water in the area?

A Yes. The fresh water aquifers in this
region are the artesian and valley fill, with the base
of the RCWbeing |ocated within the G ayburg Formation
at approximately 690 feet. Water well depths in this
area range from about four-and-a-half to 165 feet

beneath the ground surface.
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Q M. Davis, you referred to a USDW |If you
woul d, for the benefit of the court reporter and those
not versed in the acronym what does USDW nean?

A It's an underground source of drinking
wat er .

Q And | think, did you give us the depths, the
range of depths for which those wells are conpl eted,

t hose drinking water wells or those fresh water wells?

A Yes. They're conpleted at four-and-a-half
to 165 feet beneath the ground surface, approximtely.

Q I n your opinion, based on the geology in the
area, is it your opinion that injection into the Pinto
36 3-H well will be protective of these freshwater
zones?

A Yes. That is ny opinion. The surface
casing on the Pinto well is set at 1,227 feet, far
bel ow t he base of the USDWthat we have identified,
and it is cenented back to surface, as is the
production casing providing a dual |ayer of cenent and
steel back to surface.

Q Now let's get into a little bit nore detail
here on the injection interval you' ve identified as
t he Paddock, which is a nenber of the Yeso formation.
Gve us alittle nore detail on the geology here in

the injection zone.
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A Sure. The Paddock in this area is
approxi mately 362-foot thickness. It consists of
dol omtes, anhydritic [ph] dolomtes and sone
I nt er bedded silt stones throughout the formation. The
porosity ranges from4 to 20 percent, and a porosity
|l og run in the proposed converted injection well
showed an average of about seven-and-a-half porosity
I n the Paddock here, and perneability in this area
varies fromO to 360 mllidarcies, with the average in
this specific |location being approximtely 15
m | lidarcies.

Q M . Goetze has pointed out that he would
li ke an actual witten statenent confirmng froma
geol ogi st that you have reviewed the geol ogi c and
engi neering data and confirnmed that there's no
evi dence of a hydrol ogi cal connection between the
I nj ection zone and any under ground sources of drinking
water. |Is that sonething that you can provide?

A Yes, it is.

Q Now on that topic, is it your opinion, based
on your assessnent and review, that this injection
wi Il pose any threats to underground sources of
drinking water or fresh water in the area?

A My opinion is that it will not pose any

threats to underground sources of fresh or drinking
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wat er .

Q Now |l et's tal k about containnment within the
i njection zone. Do you have an opi ni on about whet her
the injection will be contained within the Yeso?

A | believe it will be contained within the
Yeso directly overlying the Paddock in the upper Yeso
formation. There's an approximately 36-foot confining
unit wth less than 3 percent porosity. [It's a tight
carbonate rock that'll prevent upward m gration of any
of the injected gas, and additionally, there's a
secondary upper confinenment |ayer of approximtely 85
feet, from?2,005 feet to 2,090 feet of continuous | ow
porosity and high resistivity tight carbonate rock in
the | ower San Andreas formation directly above the
G ori et a.

Beneath the target injection interval is the

Bl i nebry nmenber of the Yeso formation, and in the
upper Blinebry, from approximately 2,770 foot to 2,830
foot is a section of equivalently |ow porosity and
pernmeability carbonate rock that will prevent downward
m gration of the injected gas.

Q I n your opinion, do these geol ogic seals
exi st across -- are they consistent across the
proposed project area?

A Yes. From the avail abl e data and t he best
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of my know edge, they are.

Q Now let's talk a little bit about offsetting
zones of hydrocarbon production. |In addition to the
Yeso, are there vertically offset zones that are
producti ve of hydrocarbons?

A There are the San Andreas above the
i njection zone is prospective in this region. The
formation top is about 692 feet, and beneath the
I njection zone the first productive formation is the
WIlf Canp, with a top at approxinmately 5700 feet.
Beneath that, the Cisco [ph] productive, top at
approximately 7,652 feet. And the Mdiro [ph] beneath
that, with a top at approxinmately 9,008 feet.

Q Based on the offsets and the geol ogic seals
that you've identified, do you believe that the
proposed injection will present any kind of risk of
| mpai rment to correlative rights or future production

In those offsetting hydrocarbon zones?

A No. In ny opinion, the proposed injection
will not inpair offsetting production with the Yeso or
vertically offsetting production zones. |In fact, the

goal of the pressure nmintenance product is to
I ncrease production in Spur's offsetting wells that
are conpl eted nearby. By restoring and nai ntai ning

reservoir pressure to where it previously was.
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Q Thank you. Now in your opinion, sunm ng up,
do you believe granting the application is in the best
I nterest of conservation of resources, protection
agai nst waste, and protection of correlative rights?

A Yes, | do.

Q M. Davis, was Exhibit C, your resune,
prepared by you?

A Yes, it is.

MR. RANKIN: At this tinme, Madam
Exam ner, | would nove the adm ssion of Exhibit C
(Exhibit C was marked for
I dentification.)
THE HEARI NG OFFI CER: Exhibit Cis
adm tted.
(Exhibit C was received into evidence.)
MR. RANKIN. And we'll provide a
suppl enental exhibit with a witten statenent
prepared, confirm ng that there's no hydrol ogic
connecti on between the injection zone and any
under ground sources of drinking water or fresh water.
At this tinme, Madam Exam ner, | have no
further questions of M. Davis and will offer himfor
guestions by the exam ners.
THE HEARI NG OFFI CER:  All right. Thank

you very nuch. Exam ner Goetze, do you have questions
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of M. Davis?
MR. GOETZE: Ckay. Yeah, we'll throw
one out there.
CROSS EXAM NATI ON
BY MR, GOETZE:

Q Good afternoon, M. Davis. As part of the
requirements -- M. Rankin can also be part of this --
we need a statement that the reservoir involved in the
application has been reasonably defined by
devel opnent. |Is this indicated by your assessnent of

this unit that's being proposed?

A Yes.
MR. GOETZE: Okay. So to M. Rankin,
there'll be a second docunent that you're going to
provide -- let's have that statenment included in it.

And this is something that is required for the
application, so verbally we've got it. Let's put into
writing too, okay?

Thank you. That's the only other
guestion | have for you. You've answered nost of ny
concerns, and with the original neetings we had wth
you folks, so that's a good sign. W don't have to
dwi ndl e on details. Thank you.

THE W TNESS: Thank you, M. Coetze.

THE HEARI NG OFFI CER: Thank you.
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Exam ner Gebrem chael, do you have questions of M.

Davi s?

gquesti ons.

Thank you, Madam Exam ner.

you very much.

M . Ranki n?

No further

noving to M. Waters, | take it?

Exam ner.

VWAt er s.

questions, and he may be excused.

Qur

BY MR, RANKI N:

Q
A

Q

you woul d,

t hose in attendance, just state your nanme and pl ease

spel |l your
A

WA-T-E-R-
Q

M. Waters, are you there? Can you hear us?

Yes. Can you hear ne?
| can hear you very well. M. Waters, if
for the benefit of the court reporter and

name for the record.

It's George Arnstrong Waters. GE-OR-GE

S.
W |

MR. GEBREM CHAEL: | don't have any

THE HEARI NG OFFI CER: Al l right. Thank

Are we finished, then, with M. Davis,

MR. RANKIN: We are, Madam Exam ner

THE HEARI NG OFFI CER: Thank you. We're

MR. RANKIN: That's correct, Madam

final witness of the day is M. George

DI RECT EXAM NATI ON

you explain by whom you're enpl oyed and
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I n what capacity?

A Yes. |'m enployed by Spur Energy Partners
as a seni or operations engi neer.

Q Now have you previously had the opportunity
to testify before the G| Conservation Division?

A No, | have not.

Q So let's get you qualified as an expert in
petrol eum engi neering. Did you submt, as Exhibit D,
your resune which summari zes your education and work
experience as a petrol eum engi neer?

A Yes, | did.

Q Just at a very high level, if you would just
expl ain your education and work experience in
petrol eum engi neering?

A Sure. | graduated with a degree in
petrol eum engi neering fromthe University of Texas at
Austin in 2012. | then went on to work for various
expl orati on and production conpanies for the past 11
years, primarily focusing on production engi neeri ng.
| also received ny professional engineering |icensure
fromthe Texas Board of Professional Engineers in
2016. That exam covers the sub-disciplines of
reservoir engineering, production and conpletions,
facilities, and drilling engineering.

Q And your responsibilities primarily involve
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operations and engineering within the Perm an Basin
for Spur in New Mexico?

A Correct.

Q Are you famliar with the CL08 application
that was filed with the division in this case?

A Yes, | am

MR. RANKIN: At this time, Madam
Exam ner, | would tender M. WAters as an expert in
petrol eum engi neeri ng.

THE HEARI NG OFFICER: He is so
recogni zed.

MR. RANKIN: Thank you.
BY MR, RANKI N

Q M. Waters, if you would just give us a
little bit of background. Explain how it is that Spur
cane to be interested in this project and how Spur
identified this particular well and project area as a
candi date for pressure nmi ntenance.

A Sure. First we identified the -- well,
really there are two reasons. First reason is we
identified the Pintos as the best candi dates because
of their high original oil and place cal cul ati ons, but
wel |l recovery factor conpared to average recovery
factors across the field. These wells have been on

production for about 11 years and have significant
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depletion in the original reservoir pressure. The
Yeso is generally sensitive to pressure, so our
approach is to return these wells closer to original
reservoir pressure, which will increase the drawdown,
the pressure drawdown and i ncrease production as a

result. And t he --

Q -- second --
A Yes, the second reason, sorry. The second
reason i s al so we have gas takeaway issues, |ike other

operators in the area, and Spur is constantly | ooking
at ways to maxi m ze production and m nimze waste,
mtigate flaring, and to avoid having to shut in wells
and | ose oil production due to these gas takeaway

| ssues.

Q So we heard sonme testinmony fromALL's
geol ogi st on Paddock in the area and understand it's
| argely conposed of dolomte. Tell us alittle bit
about how the fact that it's nostly dolomte, how it
affects or will affect operations of injection and the
pressure mai ntenance that you' re proposing here.

A Sure. Yes. The reservoir is an oil-wet
dolomte, so water flooding is not expected to be as
effective as gas flooding. W also believe there are
wells with interconnected fractures in this area,

whi ch woul d increase the speed at which we would start
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to see a pressure response.

Q And you say the wells interconnected in the
area, you're tal king about the project area itself,
the wells that Spur operates you believe are
I nterconnected with sonme fracture networks that wl
all ow the pressure mai ntenance to communi cate between
each of the wells in the pressure mai ntenance area?

A Correct.

Q Now |I''m going to just kind of, for purposes
of storytelling, I"mgoing to pull up again our
Exhibit A that was filed with the division, and I'm
going to direct you page 19 of that exhibit, because |
think it's useful as a denpbnstrative, as a point of
reference for discussing -- if you would, this is the
area review map that shows the project area outline
with a sort of red square, and then each of the wells
t hat Spur operates within the project area. |If you
woul d just kind of referring to this map, explain the
surface operations a little bit and then I think you
described to some extent the fracture network here,
but just explain how you expect the pressure
mai nt enance project to be operated in terms of the
facilities and then, you know, in the subsurface, how
the wells will function.

A Sure. So there's a conpressor station just
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to the north of the Pinto 3-H surface | ocation, so we
woul d build injection lines fromthe conpressor
station to the surface location and build a manifold
wth float control valves and netering.

Q And as you previously discussed, the
fracture networks interconnect these wells depicted
here, and so you expect there to be sonme comuni cati on
bet ween them and so as gas is injected into the Pinto
36-H, you expect that gas to communicate with these
of fsetting wells?

A Yes, that's correct.

Q Now just for purposes of clarification, you
know, the division has been hearing recently, and j ust
prior to this case | presented a case dealing with
intermttent tenmporary injection and what's called a
cl osed | oop gas capture case. In this circunstance,
however, Spur is proposing to continuously inject gas
into its Pinto 36 3-H well; correct?

A Correct.

Q So there's not going to be -- ideally, in
ten years is that that gas is going to be continuously
I njected and there's not going to be a period of tine
when that well goes back to production or ceases to
I nject?

A Correct.

Page 179

Veritext Lega Solutions

Caendar-nm@veritext.com 505-243-5691 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

Q Now -- and just for confirmation, because |
think this was a question the division had too.
Because of that, this is not a huff and puff project?
This is not -- what the division often hears about
sonetines is a huff and puff. |It's a straight-up
pressure nmai ntenance project with continuous produced
gas injection?

A That's correct.

Q Now | want to talk a little bit about
moni toring or evaluating the effectiveness of the
i njection response. If you would just give us a
little bit of a, you know, explanation for how Spur
i ntends to nonitor or evaluate the effectiveness of
this pressure nmai ntenance project?

A Yes. We plan on getting nonthly fluid
|l evels in all the wells within the project area, as
wel |l as normal daily production nonitoring.

Q If you would just explain for those not
engi neering, you know, with an engi neering
inclination, explain why fluid levels in the
offsetting wells would indicate effectiveness of the
pressure mai ntenance?

A Sure. So these wells are on broad punp, and
since they've been producing for a while, a |lot of

them they have broad punp controllers so they don't
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run 100 percent of the tinme. So the first thing that
we woul d expect to see would be potentially run tines
goi ng up, along with production rates, and then they
could see 100 percent run tinme, at which point the
fluid I evel would start rising, nmeaning that your
punps are no |onger big enough to nove the anmount of
fluid that is now conming into the well. So this would
I ndicate a fluid level -- a high fluid |level would
I ndi cate increasing pressure.

Q And essentially, as | understand, as you
i ncrease pressure in the formation of the matrix from
your injection, that increased pressure is going to
propagate out and force fluids, including oil, out of
the matrix or formation into the offsetting wel
bores; is that right?

A That's right.

Q And so that would be, you know, initial
I ndi cation that the pressure maintenance i s working
because you're increasing the extraction or the
squeezing out of fluids, including oil, into your

of fsetting wells?

A That's correct --
Q ["mjust trying to get this in nmy head.
A Yeah, that's correct, and if we do see fluid

| evel s rise substantially, we could take action and
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start speeding up punping units or | ooking at upsizing
punmps, things like that.
Q Got it. And that would be a positive sign;

right? That's where you want to --

A Yes.
Q -- expect --
A That woul d nmean the project is working.

Q Got it. Now what's the tinefrane? What are
you thinking here in terns of tinmeframe? You
mentioned in your engineering assessnent the Yeso is
sensitive to pressure, so what are your tinmefranes
here that you m ght expect to see sone positive
responses?

A Yes. We believe that, due to having sone
I nterconnected fractures in this area, we could
potentially see results within a few nonths.

Q Got it. Now in your opinion, M. Waters, |
think the answer -- | know the answer here, but in
your opinion, do you believe granting this application
will help protect against waste and will al so be
protective of correlative rights?

A Yes, | do.

Q M. Waters, was Exhibit D, your resune,
prepared by yourself?

A Yes.
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MR. RANKIN:. At this tine,
Exam ner, | would just nove the adm ssion
D.

(Exhi bit D was marked for

I dentification.)

THE HEARI NG OFFI CER: Exhibit Dis

adm tted.

(Exhi bit D was received into evidence.)
MR. RANKIN: And al so, Madam Exam ner,

| would make M. Waters avail able for questions by the

exam ners.

THE HEARI NG OFFI CER: Thank you very

much, M. Rankin. Exam ner Goetze, do you have

guestions of M. Waters?
MR. GOETZE: Yes, exam ner.
CROSS EXAM NATI ON
BY MR, GOETZE:

Q Good afternoon, M. Waters -- ny first

guestion -- so do we have a SCADA system our here, or

how are things nonitored? So this wll al
I nt erconnect ed?
A Yes. We do. We have SCADA for

producers. So I'mnot sure if all of the

are on SCADA, but | believe sone of them are.

Q Ckay. Do you anticipate communi

Madam
of Exhi bit

| be

our | arger

Pinto wells

cating wth
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all the -- just for the nature of the project, to have
that information available, or is that sonmething way
down t he road?

A We could -- there aren't any plans to add
SCADA to all of the wells, but we could do that.

Q The other thing | had is about boundi ng.
We're injecting and we're pulling out east to west,
west to east, north south. Are we still staying
within the project area with this operation? Do
you -- the toe and the heel, are there issues about
any type of lateral mgration north or south?

A No, | believe the gas will stay within the
proj ect area.

MR. GOETZE: Okay. Oher than that,
those are ny only questions. Thank you.

THE HEARI NG OFFI CER: Thank you, M.
Goet ze.

Exam ner Gebrem chael, do you have
guestions of M. Waters?

MR. GEBREM CHAEL: Yes, Madam Exam ner.

CROSS EXAM NATI ON

BY MR. GEBREM CHAEL.:

Q M. Waters, quick question. | know the
rocks are oil wet rocks, so it would be appropriate to

apply the gas injection, that | understand, but do you
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have any plan to follow that with water injection to
give you nore sweeping efficiency, or it's going to be
strictly just gas injection?

A We haven't discussed adding water injection
‘cause it's our belief that it wouldn't be as
effective as purely just gas fl oodi ng.

Q Yeah, no, | know water wouldn't be --
because it's not water wet, it's oil wet, but usually
sonetines they get this alternative, you know, |ike
once you di sassociate that oil fromthe rock, that gas
injection, and it mght need to water to sweep it out,
so probably haven't discussed that one, no?

A No, we haven't -- no plans to do that.

MR. GEBREM CHAEL: Okay. All right.
Yeah, that's all the questions | have. Thank you so
much.

THE HEARI NG OFFI CER: Thank you so
much. Anything further, M. Rankin?

MR. RANKIN: No, no, Madam Exam ner. |
bel i eve that concl udes our presentation of this case
today. | appreciate everyone's attention and the
opportunity to actually have people tal king and
guestions, so it's nice. Maybe at sone point we can
show up at the division and do it. But thank you.

Wth that, | have no further questions or comments,
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and | ask that the case -- with the exception of the
adm ssion of the additional exhibits that are
required --

M. Goetze, |I'mgoing to make sure |
have this all right, but we're going to submt a
signed statenment by the geol ogi st addressing the
hydr ol ogi cal connection issues, as well as the
confirmati on that the production area is a reasonably
defined zone by production, and then | believe the
other topic that we need to update is the tubing issue
on the packer setting for the well bore diagram

And then the final point is that we
were going to submt what informati on we have
confirmng the renmedi ation of the surface casing and
cement, and then we would hear back fromthe division
on whet her they want us, as a condition of approval or
prior to injection, conduct a cenent bond log and to
what extent, whether it's [imted to the service
casing area or a full cenment bond | og.

THE HEARI NG OFFICER:  All right -- |I'm
sorry, M. CGoetze, did you have sonet hing?

MR. GOETZE: Can | respond? Because
we're going to put two other things on your |ist.

MR. RANKI N:  Okay.

MR. GOETZE: Besides what you've got
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there, and describing the devel opnent of the zone, two
things I want in witing is, one, what is your
unitized interval, what is your unit interval? Let's
define that. As you know, that's caused problens in
the past, as well as nuch heartburn, so let's --
whether it's tied to a |og, pool, whatever, let's get
a vertical limt, and that way this project is defined
and protected.

The other thing, too, let's put in
writing who's the designated operator. You know,
generally | can assune it's Spur, but typically we
have that in the application, that the operator,
whoever it is, designated operator, the unit, so
there's no question about that. Okay?

Thank you, Madam Exam ner.

THE HEARI NG OFFI CER: Thank you, M.
Goetze. Al right.

So M. Rankin, we'll be putting this on
t he Septenber 7th docket, and see you then.

MR. RANKIN:. Thank you very much.

THE HEARI NG OFFICER: |If there's
nothing else, I think we've reached the end of our
docket worksheet for August 3rd. |'mnot stepping off
the platformthough, yet, or ending this nmeeting. A

few of the counsel and | need to tal k about a notion
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for continuance in sone cases that are not on the
docket. [I'Il tell you the nunbers of the cases.

This is C marex and Read and Stevens.
The cases are 23448 t hrough 23455, 23594 through
23601, and 23508 t hrough 23523. Again, we're just
going to discuss a notion for continuance, making use
of the platform ahead of the special contested hearing
setting that is currently next week, August 9th and
10t h.

So farewell to anyone that feels like
they would like to get off the platform and it | ooks

|1 ke | have the counsel here. Let's see. Do we have

M. Rankin as well -- no, it's you, Ms. Vance; right?
MR. RANKIN: No, well -- yeah, M.
Vance -- yes, thank you, Ms. Exam ner. Appearing on

behal f of Perm an Resources and Reed and Stevens in
t hese cases, Adam Rankin and Paula Vance with the
Santa Fe office of Holland and Hart.

THE HEARI NG OFFI CER: Al l right. Thank
you very much

So as | said, we have a setting for
next week, the 9th and 10th. | received this notion
to anend the pre-hearing order and continue the
hearing to cure notice and read and consi dered that,

and then has the response from Ci marex. So thank you.
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|'ve | ooked at that.

| can cut to the chase here. M.
Savage, why, if in fact these fol ks have wai ved notice
and you did properly identify the Bone Springs
formation, just not the right pool code, why would we
need a conti nuance? Do you not accept those waivers?

MR. SAVAGE: Thank you, Madam Heari ng

Exam ner. Darin Savage on behalf of Ci marex Energy
Conmpany. | also have Bill Zi nmsky from our Durango
of fice.

| did not accept those prem ses, and
|'d like to give an overview, if | could, on this
I ssue. And | thank you for the opportunity to speak
to the division on the record about the status of
t hese cases. | apol ogi ze --

THE HEARING OFFICER: |'m sorry, say it
agai n?

MR. SAVAGE: What's that?

THE HEARI NG OFFICER: | didn't hear the
| ast sentence.

MR. SAVAGE: | said, "I thank you for
t he opportunity to speak to the division -- on the
record about the status of these cases." And Madam
Exam ner, | apol ogi zed in advance, especially here

ri ght before lunch, if you find nmy comments | engthy.
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But Cimarex feels that these matters -- that these are
matters that need to be said up front.

It should be noted, as an interesting
poi nt, that opposing counsel just today during the
heari ngs has noved to continue at |east two of its
cases in order to cure notice defects. There are a
number of reasons to grant Cimarex this continuance of
t he contested hearings. Sone are straightforward and
sonme concern deeper issues.

First and forenost, the defects in
notice are real and need sonme form of curative prior
to the hearing. An opposing party that decides it
wants to chip away at the security of the proceedi ngs
coul d possibly hang its hat on these two defects, the
failure to send notice to two working interest owners,
and causing the division to m sinformand m slead the
publ i c about the specific pool and common source of
supply under exam nation in the proceedings.

Perm an Resources argues that
speci fying the Quail Ri dge Bone Spring pool, and that
I s pool code 50460, as the pool and common source of
supply is just adding additional information that is
i mmaterial, but this additional information is
i ncorrect and m sleading, and it directly caused the

division to msinformthe public. Perm an Resources
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cites rules 19-15-4-9-A-5 and 8, claimng that C marex
sati sfied notice because the standard -- because, as

t hey say, the standard for notice is |ow, requiring
only a brief description, and the purpose of the
hearing and a | egal description.

But Perm an Resources really m sses the
poi nt of these cases, or maybe it's nore accurate to
say that Perm an Resources does not want to
acknow edge the point of these cases, which is that
t hese cases invol ve unresol ved | egal questions and
first inpression pertaining to the identification of
specific pools that would form spacing units in these
proceedings. |In fact, Cimarex's whole case in these
matters focuses on the nature, extent, identification,
and the specific details of the commpn source of
supply residing anong the two formati ons, which neans
that the details of the specific pool involved -- that
I's, its current nanme and its code, are inportant and
mat eri al .

Cimarex's option 2 is asking the
division to consider sonething very novel. Basically,
Cimarex is asking the division to adopt a speci al
application and interpretation of an existing rule,
and that rule is 19-15-16-15-A-2, which says, "Each

hori zontal well shall be dedicated to a spacing unit."
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Now in the present cases, Cimarex discovered that the
spacing unit it is asking the division to address does
not involve the Quail Ridge Bone Spring pool, code
50460, as Cimarex described in its applications, and
gave notice to the public, but involves a very
different pool. It's the Tees [ph] Bone Spring East,
pool code 96637.

Now it is not Cimarex's fault that the
wrong pool code had been referenced, nor anyone's
fault. It appears to be an accident of
m sconmuni cation recently discovered for which the
division has in place a policy for its correction. 1In
these cases, Cimarex is requesting the division to
adopt a novel and special interpretation of an
existing rule that will directly affect a specific
pool, and, in principle -- and this is in principle.
This situation is closely anal ogous to the notice
requi rement enbodied in rule 19-15-4-9-A-7, which
Per m an Resources does not nention. And this rule is
desi gned to account for the need to specify and give
noti ce of the pool or common source of supply when a
party seeks to adopt, revoke, or anend special pool
orders.

Now Cimarex in this case is asking the

division to adopt a particular application and
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I nterpretation of an existing rule. That's 19-15-16-
15, which C marex believes the plain | anguage of the
rul e should all ow, but has never been before -- has
never before been considered by the division. So the
19-15-4-9-A-7 is very anal ogous to what were are
asking the division to do, and the proper notice to be
provi ded for this.

Which | eads to an inportant
consideration. You can see in the present cases that
t he pl eadi ngs are being hard-fought. There is no
doubt that these cases will likely end up before the
conmm ssi on on appeal, no matter how they turn out.
And Madam Hearing Exam ner, there is talk -- earlier
today at the hearing about a series of cases that
expl ored the procedural relationship between the
comm ssion and the division. And as | renenmber, the
case in particular was conm ssion case 21277.

Now t hese cases had been appealed to
the comm ssion, and questions arose whet her the cases
or their unresolved issues should be remanded back to
the division to be heard before they cane to the
comm ssion. The comm ssion ruled yes, they shoul d.
What at | east appears to be one cl ear nmandate that
came out of those cases was that the conm ssion wants

all disputes and all unresolved issues reviewed and
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settled at the division | evel before they nmake their
way to the comm ssion for de novo hearing.

Cimarex, in these cases, has -- in
t hese present cases has a question of first inpression
before the division. And that is specifically, can an
operator dedicate a well to a spacing unit when the
well is drilled just outside the spacing unit? And
t he question turns on very specific criteria, such as
when the uni que geol ogy of the lands will allow the
well to efficiently produce oil and gas fromthe
target spacing unit.

Now i n the division does not take the
time to answer this question prior to the contested
hearing, and it turns out that this unresol ved
guestion, because it is unresolved, biases and
prejudices Cimarex in the hearing, the division wll
have effectively punted the question to the conmm ssion
I nstead of applying its own technical expertise to
address the kind of question that the comm ssion under
what appears to be its current policy would want the
di vision to address.

Now Perm an Resources clains it wll be
prejudiced if it isn't allowed to rush into this
hearing i mediately, and that's what we're doing,

Madam Exam ner. We're rushing into this very
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conplicated case that involves 32 cases, and they want
to advocate for a plan which costs a quarter of a
billion dollars nore. That's a very sizable anmunt of
contenplate. That's a quarter of a billion dollars
nore than Cimarex's plan. Yet Perm an Resources fails
to say what prejudice exactly they woul d experience.
If the hearing is held without first resolving this
question, it is Perm an Resources who wll benefit and
Cimarex who will be the only one severely prejudiced.

This question of first inpression that
Cimarex asks is, at a mnimum a 95 mllion dollar
question. |If the division answers the question in
Cimarex's favor, then the division would have the
addi ti onal option of being able to select Cimarex's
plan if it so chooses, and that plan woul d be at | east
95 mlIlion dollars | ess expensive and would avoid the
drilling of at |east eight unnecessary wells, all
considerations required to be made by the division
under the pooling statute. 1In fact, in all -- Perm an
Resour ces plan proposes 18 nore wells than Cinarex's
pl an.

If the division allows Permn an
Resources to set the tineline and agenda for this
contested hearing, then the division and the

conmm ssion will be prejudiced, the procedura
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integrity will be prejudiced, the owners will be

prej udi ced by possibly having Perm an Resources' plan
i nherently favored during the proceeding, in |ight of
t he unresol ved | egal question that, if resolved -- and
I f resolved, the question, it would create a | evel
playing field for Ci marex's plan.

The public and the | ands thensel ves
woul d be prejudiced by facing a higher probability of
bei ng subjected to the drilling of nunmerous wells that
ot herwi se m ght prove to be unnecessary. The defects
in notice that Cimarex is currently dealing with are
real. Cimarex did not fabricate them They were
di scovered and shoul d be allowed a curative in sone
form Cinmarex caused the division to msinformthe
publ i c about the specific pool and commpn source of
supply that is being closely exam ned in these cases,
and Cimarex failed to send notice to CLM and Warren,
as is required of the Gl and Gas Act and its rules,
and these are facts.

But in addition to the need for
curative neasures, Cimarex is concerned about Perm an
Resources rushing into the contested hearing in order
to take advantage of critical |egal questions that
remai n unresolved. By preventing their resol ution,

Per m an Resources creates and maintains a | evel of
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uncertainty and confusion during the proceedi ngs that
provi des Perm an Resources with an unfair advantage
over Ci mar ex.

Cimarex was the first party to file its
pooling applications in these matters, and the
di vision all owed Perm an Resources to file its
applications a nonth later, in accordance with the
division's policy designed to uphold fundanent al
fairness in its proceedings.

Madam Exam ner, Cimarex sinply asks, in
the name of this fundanental fairness, that the
di vision continue these cases in order to allow
Cimarex to cure the existing defects in notice, but
also to use this additional tinme to consider sone of
t he deeper unresolved | egal issues involved in these
cases that really should be addressed at the division
| evel prior to the hearing.

It should be noted that Perm an
Resources did have the opportunity to respond to
Cimarex's brief, in which Cmarex attenpted to fully
I nformthe division of these matters -- of these
unresol ved questions, but Perm an Resources deci ded
not to respond to this brief. And Cimarex believes
Perm an Resources' |ack of response is an effort to

gain and mai ntai n advance by keeping the | egal
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guestions unresolved and unanswered. And | thank
you -- | know that was lengthy, but |I think it's very
i nportant, and | thank you for your tine.

THE HEARI NG OFFI CER: And so M.
Savage, let nme ask -- you didn't address the waivers
by CLM and Warren, and |I'm wondering if you think they
are without effect. | nean ..

MR. SAVAGE: Madam Heari ng Exam ner,
actually called -- when | found out in discovery that
we did not send notice those two individuals, | did
call M. Rankin and | talked to himabout the
possibility of working around this. W thought there
m ght be a possibility, and -- but we both agreed that
t here should be some form of curative involved.

But then later in the day, as | was
finalizing our exhibits for the deadline, | noticed
t hat we had this blatant announcenent of the Quail
Ri dge pool and pool code in our public announcenent
and in the application, and | felt |ike that could be
gotten around. So, you know, in the notion for
continuance, | did include both. | think if we were
dealing with just the notice to the two worKking
i nterest owners and they guaranteed a waiver in
writing, | think we m ght be able to handl e that, but

| think in the |arger context, with Perm an Resources
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rushing into this -- | mean, Madam Exam ner, their
pl an proposes 18 additional wells that C marex thinks
IS unnecessary. Once those wells are drilled into the
ground, into these lands, that's it. It's a done
deal. | nmean, there's no turning back or considering
after the fact whether they're necessary, whether they
were too expensive, whether the oil and gas coul d have
been harvested by a better neans. So, you know, this
Is a very difficult case, and | think that it would
benefit everybody to pause a bit and answer these --
address these unresol ved | egal questi ons.

THE HEARI NG OFFI CER:  All right. Thank
you, M. Savage. Ms. Vance?

MR. RANKIN. Ms. Exam ner, sorry. This
is Adam | think | may take this response, if it's
okay with you.

In M. Savage's argunment, | think I
heard a lot of issues that were raised in the |egal
menmor andum that they filed, but not in the notion to
continue. So initially I"'mjust going to focus on the
grounds for the continuance that were stated in the
noti on, because | believe that's appropriate here.
Madam Exam ner, | think as you correctly surm se, you
know, we have cured the noticed defect as to the two

owners who were not given notice by Cinmarex of their
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Wol f Canp applications, and as | think we made cl ear

I n our response, those two owners are owners who own
only in the Wl f Canp. And as you ni ght expect, where
Cimarex i1s not proposing to drill in the Wlf Canp and
actually proposed to put a buffer in place prohibiting
the drilling in the Wlf Canp, those two owners who do
not own interest in the Bone Spring and wll not
benefit fromthe production in the wells that Ci nmarex
proposes actually prefers Perm an's devel opnment pl an
because their correlative rights will be protected.

For that reason, both those owners have
stated their support for Perm an's applications and
proposal to go forward and al so have agreed to waive
their -- Cimarex's defect issues in terms of their
notice defects. So as to those owners, | think it's
clear the division has always accepted a wai ver of
formal notice, and in this case we have that.

As to the issue about the definition of
t he pool, you know, | think thankfully M. Savage was
very detail ed and overconpensated by providing a | ot
of information about what they're seeking to pool, and
whil e no doubt that the pool code was incorrect, they
did identify specifically not only the formation but
identifying the tops and bottom wi thin which they seek

to pool, but also the vertical extent, the well that
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defines it, the APl nunber, the footages and so forth.
So | don't think there's any possible way that anybody
reading that with an interest in this acreage would
have any doubt about what it is that Cimarex is
seeking to pool with the application.

So | think not only the spirit of the
| aw here but the letter of the | aw was addressed and
met, and | think based on the -- I'ma little
surprised, actually, that we're having this discussion
after Cimarex filed its hearing exhibits |ast night
for exhibit packets containing 1200 pages of exhibits,
because | think we're all ready to go. | nean, |
don't know why we're here tal king about this now.

They filed their nmotion -- rather, their |egal brief
that addresses their concerns. W'IIl be filing our
response today, and those are considerations that the
di vision can take into consideration in the context of
the hearing and the facts.

The | egal argunents and issues that
were raised in the briefing, | think Madam Exam ner,
are very straight forward. They go to | ongstanding
di vi sion procedures and understanding of the G| and
Gas Act. The G I and Gas Act is clear and express,
and | think you will understand better when the

briefing is conplete, but | don't think there's any
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reason for justification to extend the hearing in this
case on that basis. The parties were presented with a
briefing schedule previously. W agreed to the
briefing schedule. That briefing schedule is in
course. The division will have full |egal argunents
under which they can consider the parties' opposing
positions on these matters. And all that wll be
provided in due course, and we can proceed with the
facts.

So at this point, Madam Exam ner, |

think trying to address in any nore detail M.

Savage's argunents, I'll leave to the briefing. |
will say a couple things real quick as to sone of the
things that | heard -- | believe I heard himsay.

Nunber one, he nmade reference to a rule
in the division's regul ations that govern special pool
orders. There are no special pool orders governing
this acreage or either of these pools. There's no,
you know, special considerations given here for any
orders affecting special pools. There's no special
pools at issue here. This is sinply a case involving
two parties within defined proposed spacing units.

And as to the unique nature of the

novel issues here, | submt, and | believe M. Savage
Identified as well in his briefing, there's really --
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this is no different than a circunstance where there's
a division of ownership within a single pool,
effectively. And that issue is really determ native
here, as | think the division will understand as we
submt our response to the legal briefing. The

di vi sion of ownership here is what nmakes this case not
uni que but is determnative. Not the geology, not the
engi neering. You will hear plenty of testinony about
t he engi neering and the geology at the hearing on the
9th and 10th, but as you all understand, | believe, as
we will argue in our -- nmeno, that is not

determ nati ve.

So with that, Madam Exam ner, | believe
that the division should not delay this case. There's
no basis to do so. The parties are fully ready. All
t he exhi bits have been filed. All the testinony has
been filed, and we are ready to go.

THE HEARI NG OFFI CER:  Thank you, M.
Rankin. Anything to add, M. Savage?

MR. SAVAGE: | had a few itens here.

M. Rankin refers to, in his argunent, to support his
position that the letter and the spirit of the rules
and the statutes and -- it is true that we are not
dealing with a special pooling order, but we're

dealing with sonmething closely anal ogous, and that is
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the adoption of a particular interpretation of an
existing rule that affects a spacing unit. And since
the division has never addressed this, there really
needs to be -- we really need sone feedback fromthe
division. [If we don't receive that feedback and we go
forward, and a decision is made by the division, then
it falls into the lap of the comm ssion. And that is
not the current policy that the conm ssion has
established. |It's at the division level is where the
technical expertise is. It's where it resides, and
the commission relies on the division to flesh out all
the issues -- technical, legal, regulatory -- before
it falls into the |ap of the conm ssion.

This case is way premature. They have
been pushing this -- you know, they receive the
benefit of accommpdation of the division to apply to
file their applications after we filed ours first. W
filed applications just for the Bone Spring. Wen
they received their accomopdation, they then filed
applications for the Bone Spring and the Wolf Canp in
an area that historically and, under current practice

t oday, never, you know, pools and drills the Wl f

Canp -- on very very rare situations does it do so.

There are maybe |i ke one viable -- maybe one vi abl e

code devel opnent plan in this area, and those wll be
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exam ned cl osely during the hearing, but they need to
be exam ned under the right context.

He also -- M. Rankin points out that
the two owners, they own in the Wil f Canp. It should
be noted that Cimarex has in good faith worked hard
with these owners. They have an open offer to bl end
and extend interest into the Bone Spring so that their
correlative rights are protected. But they're not

i nterested in the protection of their correlative

rights or getting -- correlative rights as defined.
The just and fair share of production -- they're not
Interested in that. They're using -- they have, |iKke,

I f | remenber right, maybe .25 acres of working
interest -- an incredibly small, incredibly small
wor king interest, and they're using that and refusing
Cimarex's goodwill to try to push forward a
devel opnent plan that costs nore than a quarter of a
billion dollars, when they're tal ki ng about .25 net
acres of working interest. Conpare it to a quarter of
a billion dollars.

| just -- you know, and given the cost

of Perm an Resources' plan, that basically w pes out

any notion -- any reasonable notion of correlative

rights. There is no way -- and if you're |ooking at

our charts, there is no way that they will ever be
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conpensated -- the owners will be conpensated for
their correlative rights under Perm an Resources' plan
because of the extrene cost.

So |l really -- these are such inportant
I ssues. We're asking just for sone tinme, not very
much, and there's no reason that Perm an Resources
woul d be prejudiced. |In fact, they would be benefited
by sonme clarity that the division would deci de that
their plan is the correct plan.

Thank you for your tine.

THE HEARI NG OFFI CER:  Al'l right. Thank
you, M. Savage.

Based on what |'ve heard from both of
you and ny reading of the notion and response, |'m
going to deny the nmotion for continuance. |'d like to
make the record next week, and tee it up for | guess
eventually the comm ssion to say whatever they're
going to say, give us the guidance we need here.

So I'I'l look for your brief, M.

Rankin, in response to M. Savage's brief, and we w ||
see you next Wednesday and Thursday on the platform

| ' ve asked when Porter Hall is going to
be avail abl e again, but as | understand it, it's still
going to be a while. So we'll see.

Thank you all. See you next week.
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(Whereupon, at 2:14 p.m., the

proceedi ng was concl uded.)
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CERTI FI CATE OF DEPOSI TI ON OFFI CER

I, DANA FULTON, the officer before whomthe
foregoi ng proceedi ngs were taken, do hereby certify
that any witness(es) in the foregoi ng proceedi ngs,
prior to testifying, were duly sworn; that the
proceedi ngs were recorded by nme 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 nmy 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 enployed by the parties hereto, nor
financially or otherwise interested in the outcone of

this action.

DANA FULTON
Notary Public in and for the

State of New Mexico
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CERTI FI CATE OF TRANSCRI BER

I, RICHARD GOODNESS, do hereby certify that
this transcript was prepared fromthe digital audio
recordi ng of the foregoing proceedi ng, that said
transcript is a true and accurate record of the
proceedi ngs to the best of ny know edge, skills, and
ability; that I amneither counsel for, related to,
nor enpl oyed by any of the parties to the action in
whi ch this was taken; and, further, that I amnot a
relative or enployee of any counsel or attorney
enpl oyed by the parties hereto, nor financially or

otherwi se interested in the outcome of this action.

Rl CHARD GOODNESS
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