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STATE OF NEW MEXI CO

ENERGY, M NERAL AND NATURAL RESOURCES DEPARTMENT

O L CONSERVATI ON DI VI SI ON

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

CONSI DERI NG:

Case Nos. 21361, 21362,
21364, 21489, 21490, 21491
21393, 21394, 22947, 22845,
23318, 23319, 23320, 23321,
23020, 23021, 23022, 23023,
23024, 23025, 23677, 23678,
21568, 21572, 22653, 23738,
23739, 23762, 23763, 23765,
23766, 23767, 23664, 23665,
23666, 23667, 23668, 23669,
23698, 23699, 23700, 23701,
23702, 23703, 23704, 23705,
22917, 23670, 23671, 22700,
23248, 23249, 23250, 23251,
23252, 23253, 23475, 23477,
23365, 23366, 23688, 23689,
23690, 23691

21363,
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DATE:

TI ME:
BEFORE:
LOCATI ON:

REPORTED BY:

JOB NO. :

VI DEOCONFERENCE HEARI NG

Thur sday, Septenber 21, 2023

8:15 a.m

Heari ng Exam ner Gregory Chakali an

Renot e Proceedi ng
Santa Fe, NM 87501
Dana Fulton, Notary Public

5528939
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APPEARANCES
ON BEHALF OF MEWBOURNE Ol L COMPANY:
DANA HARDY, ESQUI RE (by vi deoconference)
Hi nkl e Shanor LLP
P. O. Box 0268
Santa FE, NM 87504
JI M BRUCE, ESQUI RE (by videoconference)
James Bruce, Attorney at Law
P. O. Box 1056
Santa Fe, NM 87504

j amesbruc@ol . com

ON BEHALF OF MATADOR PRODUCTI ON COMPANY:
DARI N SAVAGE, ESQUI RE (by vi deoconference)
Abadi e & Schill
214 McKenzie Street
Santa Fe, NM 87501

ON BEHALF OF COTERRA [ PH] ENERGY AND ClI MAREX [ PH]
ENERGY COMPANY:
DARI N SAVAGE, ESQUI RE (by videoconference)
Abadi e & Schill
214 McKenzie Street
Santa Fe, NM 87501
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APPEARANCES(Cont'd)
ON BEHALF OF TAP ROCK OPERATI NG
M CHAEL RODRI GUEZ, ESQUI RE (by vi deoconference)
M chael Rodri guez
523 Park Point Drive
Gol den, CO 80401
mdr odr i guez@ apr k. com
(720) 245-2606

ON BEHALF OF DEVON ENERGY PRODUCTI ON COMPANY:
M CHAEL FELDEWERT, ESQUI RE (by vi deoconference)
Hol | and and Hart
110 North Guadal upe, Suite 1
Santa Fe, NM 87501

ON BEHALF OF APACHE COVPANY AND AVANT OPERATI NG
DEANNA BENNETT, ESQUI RE (by vi deoconference)
Modral | Sperling Roehl Harris & Sisk PA
500 4th Street, NW Suite 1000
Al buquer que, NM 87102
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APPEARANCES (Cont'd)

ON BEHALF OF MRC PERM AN COMPANY:

JI M BRUCE, ESQUI RE (by videoconference)
James Bruce, Attorney at Law

P. O. Box 1056

Santa Fe, NM 87504

j amesbruc@ol . com

M CHAEL FELDEWERT, ESQUI RE (by vi deoconference)
PAULA VANCE, ESQUI RE (by vi deoconference)
ADAM RANKI' N, ESQUI RE (by vi deoconference)
Hol | and and Hart

110 North Guadal upe, Suite 1

Santa Fe, NM 87501

ON BEHALF OF S. K. WARREN RESOURCES:

SHARON SHAHEEN, ESQUI RE (by vi deoconference)
Mont gonmery & Andrews Law Firm

325 Paseo De Peralta

Santa Fe, NM 87501
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APPEARANCES (Cont'd)

ON BEHALF OF COLGATE OPERATI NG

SHARON SHAHEEN, ESQUI RE (by vi deoconference)
Mont gomery & Andrews Law Firm

325 Paseo De Peralta

Santa Fe, NM 87501

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

110 North Guadal upe, Suite 1

Santa Fe, NM 87501

ON BEHALF OF APPLI CANT FOR EARTHSTONE OPERATI NG, LLC:

MATTHEW BECK, ESQUI RE (by vi deoconference)
Pei fer, Hanson, Millins & Baker, P.A

P. 0. Box 25245

Al buquer que, NM 87125-5245

ON BEHALF OF GREYHOUND [ PH] RESOURCES COVPANY:

M CHAEL FELDEWVERT, ESQUI RE (by vi deoconference)
Hol | and and Hart

110 North Guadal upe, Suite 1

Santa Fe, NM 87501
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APPEARANCES (Cont'd)

ON BEHALF OF EOG RESOURCES:

EARNEST L. PADILLA, ESQUI RE (by vi deoconference)

Padilla Law Firm P. A

1512 South St. Francis Drive

Santa Fe, NM 87505

JORDAN KESSLER, ESQUI RE (by vi deoconference)

Jordan L. Kessler

125 Lincoln Avenue, Suite 213

Santa Fe, New Mexico 87501

j ordan_kessl er @ogr esour ces. com

(432) 488-6108

M CHAEL FELDEWERT, ESQUI RE (by vi deoconference)

Hol | and and Hart

110 North Guadal upe, Suite 1

Santa Fe, NM 87501

ON BEHALF OF COG OPERATI NG AND CONOCO PHI LLI PS:
ELI ZABETH RYAN, ESQUI RE (by vi deoconference)
ConocoPhi | I'i ps
1048 Paseo de Peralta
Santa Fe, New Mexico 87501
bet h. ryan@onocophil |l i ps. com

(505) 780- 8000
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APPEARANCES (Cont'd)

ON BEHALF OF BTA O L PRODUCERS, LLC EARTHSTONE
OPERATI NG

DANA HARDY, ESQUI RE (by vi deoconference)
Hi nkl e Shanor LLP

P. O. Box 0268

Santa FE, NM 87504

ON BEHALF OF MARATHON O L PERM AN, LLC:

DEANNA BENNETT, ESQUI RE (by vi deoconference)
Modral | Sperling Roehl Harris & Sisk PA

500 4th Street, NW Suite 1000

Al buquer que, NM 87102

ON BEHALF OF XTO ENERGY, I NC.:

M CHAEL FELDEWERT, ESQUI RE (by vi deoconference)
Hol | and and Hart

110 North Guadal upe, Suite 1

Santa Fe, NM 87501
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APPEARANCES (Cont'd)

ON BEHALF OF NORTHERN OI L AND GAS:

BLAKE JONES, ESQUI RE (by vi deoconference)

St eptoe & Johnson PLLC

1780 Hughes Landi ng Boul evard, Suite 750

The Wbodl ands, TX 77380
bl ake. ] ones@t ept oe-j ohnson. com

(281) 203-5730

ALSO PRESENT:
Leonard Lowe, Technical Exam ner

vi deoconf erence)

( by

Mar| ene Sal vidrez, Host (by videoconference)

Shei |l a Apodaca, OCD Law Clerk (by

vi deoconf erence)
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I NDEX

VO R DI RE of Adriana Sal gado

By M. Beck

VO R DI RE of Jason Asmus

By M. Bruce

OPENI NG STATEMENT By M.
OPENI NG STATEMENT By M.

W TNESS( ES) :

ADRI ANA SALGADO
By M. Bruce

By M. Beck

JORDAN CARRELL

By M. Bruce
By M. Beck
By M. Bruce
By M. Beck

AMANDA REDFEARN

By M. Beck

By M. Bruce
JASON ASMUS

By M. Beck

By M. Bruce

Bruce

Beck

DX

98

135

173

205

CX

117

146

189

235

RDX

132

153

164

204

246

PAGE

108

210

77

79

RCX

157

168
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| NDE X (Cont'd)

W TNESS(ES) (Cont' d): DX CX RDX RCX
NI CHOLAS GOREE

By M. Beck 249

By M. Bruce 259
NI CK STOVERS

By M. Bruce 272 294

By M. Beck 281 296
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NO
Case 23665:
Exhi bit A3

Exhibit C

NO.
Case 23689:
Exhi bit 1

Exhi bit 2
Exhi bit 2C
Exhi bit 3

Exhi bit 5

Exhi bit 6

Exhi bit 7

NO.

Cases 23475,

Exhibit 1
Exhi bit 2
Exhi bit 2-2
Exhibit 3

EXHI BI TS
DESCRI PTI ON

Tracked Ownershi p and Pool ed
Parties

Notice I nformati on

DESCRI PTI ON

Application and Proposed
Noti ce

Landman' s Affi davit

Li st of Interest Owners

Geol ogi st and Pl ats and

Af fidavit

Certified Notice Spreadsheet
Affidavit of Publication

Pool i ng Checkl i st

DESCRI PTI ON

23477, 23365, and 23366:
Uni dentified
Uni denti fi ed
Tract Ownership List
Uni denti fied

| D/ EVD

58/ 59
58/ 59

| D/ EVD

69/
69/
69/

69/
69/
69/
69/

| D/ EVD

84/ 86
84/ 86
84/ 86
84/ 86
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NO,

Cases 23475,
Exhibit 4
Exhi bi t
Exhi bi t

5
6
Exhi bit 7
Exhi bit 8
9

Exhi bi t

NO.

Exhibit A
Exhibit Al
Exhi bit A2
Exhi bit A3
Exhi bit A4
Exhi bit A5
Exhi bit A6
Exhi bit B
Exhi bit Bl
Exhi bit B2

Exhi bit B3

23477,

EXHI Bl

DESCRI PTI ON
23365,

Uni denti fied
Uni dentified
Uni denti fied
Uni dentified
Uni denti fi ed
Uni denti fi ed

DESCRI PTI ON
Uni denti fied
Uni denti fied
Uni denti fied
Uni dentified
Uni dentified
Uni denti fied
Approved Pad
Testi nony of

Locati on Map

Structure on top of First

Bone Spring

Top of Second Bone Spring

Sand

T S (Cont'd)

| D/ EVD

and 23366 (Cont'd):

Locati on

Geol ogi st

Sandst one

84/ 86
84/ 86
84/ 86
84/ 86
84/ 86
84/ 86

| D/ EVD
90/ 91
90/ 91
90/ 91
90/ 91
90/ 91
90/ 91
90/ 91
91/ 92
91/ 92

91/ 92

91/ 92
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NO
Exhi bi t

Exhi bi t
Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

B4

B5
B6

B7

B8

B9

B10

C1
C2

EXHI BI TS (Cont'd)
DESCRI PTI ON

Cross Section fromAto A
Prime

W ne Rack Di spl ay

Depi ction of Overall

Production Com ng from Upper

and Lower Set North W I son

Deep Unit Wells

Proposed Mewbour ne

Devel opnent Plan for 18 7
Section Wells

O fset Second Bone Spring

Well Performnce

Basin Well Proposed Exampl e

One

Spaci ng Well Performance
Exhibit 2

Amended Testi nony of

M. Goree

Uni denti fi ed

Offset Drilling Data

AFE Conparison Drilling

| nt angi bl es and Tangi bl es

Eval uati on of AFE

| D/ EVD

91/ 92
91/ 92

222/ 243

222/ 243

224/ 243

226/ 243

228/ 243

89/ 93

89/ 93

89/ 93

89/ 93
89/ 93
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NO.
Exhibit D

Exhi bit D1
Exhi bit D2
Exhi bit D3
Exhi bit D4

NO.

Mewbour ne:
Exhi bit 10
Exhibit 11

Eart hstone's:

Exhi bit E

NO.
Exhi bit 12

EXHI BI TS (Cont'd)
DESCRI PTI ON

Affirmation of Notice,
Mat t hew Beck

Notice Letters

Mai | ing List Receipts
Affidavit of Publication

Suppl enmental Letters and

Affidavits of Publication

DESCRI PTI ON

12/ 1/ 20 Letter
Uni denti fi ed

Email from Ms. Redfearn and

Eart hst one

DESCRI PTI ON
First Bone Spring Sand

Formatting

| D/ EVD

93/ 94

93/ 94

93/ 94

93/ 94

93/ 94

| D/ EVD

107/
269/ 272

182/ 182

| D/ EVD

156/ 170
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NO.

| NDE X (Cont'd)
DOCUMENTS REQUESTED
DESCRI PTI ON PAGE
Exhibit 11 with paragraphs

7 - 10 omtted 271
Revi sed Exhibit 11A 298
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PROCEEDI NGS

THE HEARI NG EXAM NER: -- 21st, 2023.
These are the hearings of the G| Conservation
Division. Do we have our court reporter present?

THE REPORTER: |'m here -- |'m here.

THE HEARI NG EXAM NER: Ckay. Are you
ready to start?

THE REPORTER: |' m ready.

THE HEARI NG EXAM NER: Ckay. Let's
call the first couple of cases, 21361, 21362, 21363,
21364.

MS. HARDY: Good norning, M. Exam ner.
Dana Hardy on behal f of Mewbourne G| Conpany.

THE HEARI NG EXAM NER:  Thank you,

Ms. Hardy.

And do we have the other interested
parties or parties that have filed entries of
appearance in this case -- these cases?

MS. BENNETT: Good norning,

M. Exam ner. Deanna Bennett on behalf of Apache.

THE HEARI NG EXAM NER: Good nor ni ng.

MR. SAVAGE: Good norning, M. Hearing
Exam ner. Darin Savage on behal f of Matador
Production Conpany, who is the successor in interest

to Ascent Energy.
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THE HEARI NG EXAM NER: Thank you. Good
nor ni ng.

MS. SHAHEEN: Good nor ni ng,

M. Exam ner, everyone. Sharon Shaheen, Montgonery &
Andrews, on behalf of Col gate.

THE HEARI NG EXAM NER: Good nor ni ng.

Ms. Hardy, we're here for a status
conference on these four cases. How are we
proceedi ng?

M5. HARDY: M. Exam ner, that's
correct. And these cases are actually consoli dated
for hearing with the next several cases on the docket.

THE HEARI NG EXAM NER:  Okay.

MS5. HARDY: | believe it's cases 1
t hrough 9. There are --

THE HEARI NG EXAM NER:  Ckay.

MS5. HARDY: -- applications by Apache
and Ascent with Matador as the successor in interest.

THE HEARI NG EXAM NER: Before you
continue, let nme just announce those then, because |
wasn't sure they were all connected.

So we're also hearing right now 21489,
21490, 21491, 21393, and 21394. And are there any
ot her entries of appearance before we continue?

MS. KESSLER: Good norni ng,
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MR. Chakalian, this is Jordan Kessler. I'mwth EOG
Resources. | believe that M. Padilla, Ernie [ph]
Padi |l a, had entered an appearance for us, but since |
haven't heard his name, I'll enter mne, as well.
Jordan Kessler wth EOG  Thank you.

THE HEARI NG EXAM NER: Good nor ni ng,
Ms. Kessler. By these nunbers, it indicates to ne
that these cases are alnost three years ol d.

Ms. Hardy?

M5. HARDY: That's correct,

M. Examner. The parties have been negotiating a
nunmber of trades, and | think due to the acreage

i nvol ved and the nunmber of parties, that's taken quite
a while.

But it's my understandi ng that
significant progress has been nade, and the parties
have di scussed setting another status conference on
Novenmber 16th if that's acceptable to the division.

And | believe we're optim stic that
these matters could be conpleted by then.

THE HEARI NG EXAM NER:  Ckay.

Ms. Bennett, let ne hear from you?

MS. BENNETT: Thank you. Apache is

agreeabl e to another status conference on Novenber

16t h.
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THE HEARI NG EXAM NER: Ckay. \What |
was al so | ooking for fromyou is the progress of
negotiations. It has been al nost three years since
t hese cases have been filed, and |'m not sure that the
division is the proper place for these cases to stay
on hol d.

So, Ms. Bennett, would you inform ne
why these cases should not be dism ssed w thout
prejudi ce, so that the parties can refile when they
have finished their negotiations?

MS. BENNETT: Sure. And just to give a
bit of background on -- | nean, | agree with
everything that Ms. Hardy said. But part of the delay
here was al so due to COVID and a energency -- |like, a
storm t hat happened in Houston.

So we have been working towards going
to hearing on these cases in fits and spurts, but due
to circunstances beyond our control the cases have
been del ayed a nunber of tines.

And so that -- | did -- I'm not saying
that's an excuse for why they're still on the docket,
but that certainly has hanpered or has caused sone of
the delay in noving the cases forward.

But we -- the parties are in

di scussions, and | do think that keeping the cases on
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t he docket for now, anyway, does provide sone touch
points for us to conme back before the division.

But of course if it's the division's
preference to dism ss the cases w thout prejudice,

t hen, you know, that's understandable too, given the
| ength of the time of the cases being on the docket.

One thing | would note is in the past
when cases have been on the docket for, say, two or
three years, the division has given the parties an
opportunity to confer with their clients and then
present a nore formal status to the division.

And rat her than, you know, dism ssing
the cases outright today, perhaps that's a process
that the division could follow here, which is ordering
the parties to prepare a nore formal status update for
the division and for the division's review, and then
the division could make a decision at that point.

THE HEARI NG EXAM NER: So before | go
to the other parties, when you say, "A nore fornal
status," what does that nean?

MS. BENNETT: We have actually had to
file something with the division that shows the status
of the discussions between the parties.

And it wasn't sonething that said, you

know, "On June 25th there was a call between the
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parties," but it was a nore formal filing that the
di vision required, given the circunstances.

THE HEARI NG EXAM NER:  Okay. Al
right. Thank you.

Ms. Hardy, |['Il conme back to you in a
nmonent .

M. Savage?

MR. SAVAGE: Yes. Thank you.

M. Hearing Exam ner, if you look at the file, you'll
note that there's quite a nunber of pleadings on these
cases, and they're rather conplicated.

In fact, the status of themis that
they are actually part of a de novo proceeding at the
conm ssion level. And they're really not -- the part
that is to be reviewed at the division level is part
of that de novo hearing at the OCC

So it's rather, you know, conplicated
to just dismss it at this point at the division
| evel, given the direction of the comm ssion.

But the recent acquisition by Matador
of Ascent's interest, that was fairly recently, and
t hat kind of opened up sone new doors for sone
possibilities, and negotiation, and trade, and | think
it would be useful to provide that a little bit nore

tinme to see if sone fruition can cone of that.
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But these are -- you know, there was a
| ot of debate about how these shoul d proceed, whet her
t hey even should be at the division and what shoul d be
at the division |evel.

So, you know, the division, | think,
shoul d take that into account when they nmake a
deci si on.

THE HEARI NG EXAM NER: M. Savage, can
you be nore specific, since |I'mnew here? 1|'m not
famliar wth the conmm ssion case. Do you have a
nunber, or a date, or something for ne to refer to?

MR. SAVAGE: No. | can't renmenber the
number off the top of ny head. It seens like it was
24177, sonething al ong those --

THE HEARI NG EXAM NER:  All right.

Well, let me cone back to you then. \When you have the
specific information on the conm ssion case, |1'd |ike
to get it fromyou

MR. SAVAGE: Yes. | will look for that
real quick and provide that for you. Thank you.

THE HEARI NG EXAM NER: Thank you.

Let me hear from Ms. Shaheen.

MS. SHAHEEN: Thank you, M. Exam ner.
Colgate is sinply nonitoring this in order to protect

its interest and preserve its right to seek de novo
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review. And at this tine it has no objections to the
way in which the applicants are proceedi ng.

THE HEARI NG EXAM NER:  Ckay. Thank
you, Ms. Shaheen.

Ms. Kessler?

M5. KESSLER: Thank you, M. Chakali an.

Li ke Ms. Shaheen -- virtual connectivity
i nterruption -- nonitoring this case -- virtua
connectivity interruption -- to the division.

THE HEARI NG EXAM NER:  Ckay.

Ms. Kessler, you were very broken up. Wat |
understood is that, |like Ms. Shaheen, your client is
just nonitoring this.

MS. KESSLER: That's -- M. Exam ner.
l'"mfinishing -- drop off, so I'll -- virtua
connectivity interruption --

THE HEARI NG EXAM NER: Not sure the
court reporter is going to be able to get everything
you said, Ms. Kessler, but | understand.

Ms. Hardy, | didn't ask you for your
position on this.

M5. HARDY: M. Exam ner, | agree with
Ms. Bennett and M. Savage. | think that the status
of these cases, really, to give you a little bit of a

sunmary, is that there were hearings held on a sent
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application. There was a de novo appeal to the
comm ssi on.

The Mewbourne file conpeting
applications, and so did Apache. W sought to
consol i date those new applications with the cases that
were being heard in the conmm ssion.

The comm ssion, instead of doing that,
stayed the conm ssion cases and asked the division to
hear these other cases, and then they woul d be
consol idated, the comm ssion -- so it's been a | ong
and conplicated proceeding, and that's part of the
reason for the del ay.

And so the parties have been worKking
over the past couple of years, really -- and this was
| npacted by COVID significantly -- to resolve all of
t he cases and cone up with a conprehensive sol ution.

So that's what's going on. And | think
it would be -- would conserve resources of the
parties, really, and ultimately the division to just
continue these cases for another status conference.

And we woul d be happy to provide
another -- a formal response to explain the status of
t he negotiations, if that would be hel pful.

THE HEARI NG EXAM NER:  So, Ms. Hardy,

t hat was very hel pful, what you told ne. Wen was
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this hearing that was appeal ed?

M5. HARDY: The initial hearing at the
division |l evel on Ascent's applications, | believe,
was in 2018.

THE HEARI NG EXAM NER: \When you -- are
you speaking of the two cases, 21393 and 213947

M5. HARDY: No. |It's the cases that
are now on appeal for de novo hearing with the
comm ssion. And those are the case nunmbers that |I'm
hopi ng M. Savage can provide.

THE HEARI NG EXAM NER: M. Savage?

MR. SAVAGE: Yes. So to show you how
convoluted this is, the original Ascent cases that
wer e awar ded operatorship were case nunbers 16481 and
16482. Those were the cases that were appeal ed.

And | believe that was around 2018, as
Ms. Hardy points out. The OCC -- the conm ssion case
nunmbers for those were assigned 21277 and 21278. And
t hen Apache's comm ssion, they -- Apache was the
original opposing party in this matter. Mewbourne was
not involved as a conpeting application.

And their OCC cases were assigned 21279
and 21280. Then a dispute arose between Ascent and
Mewbour ne. And so Mewbourne got involved and filed

four cases. After the de novo hearing was accepted,
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they filed four cases, and it becane an issue of where
t hose cases would fit.

And those cases are 21361 through
21364. And part of those cases covered the | ands of
t he de novo hearing, and part of the cases cover | ands
out side the de novo hearing, and so Ascent, in order
to cover the lands outside filed 21393 and 21394.

And then the division decided that
everyt hing should go back to the division -- be

remanded back to the division for hearing at that

| evel .

So the -- | nean, so we -- the de novo
hearing and cases are still active. So, you know, the
di vision dism sses these cases. They're still in the

system and they would have to be addressed in sone
matter, in sonme capacity.

THE HEARI NG EXAM NER:  Ckay. I
understand. So, M. Savage, you nentioned conmmi ssion
cases 21277, 21278, 21279, and 21280. Are all four of
t hose cases stayed?

MR. SAVAGE: Yes. AlIl the comm ssion
cases are stayed.

THE HEARI NG EXAM NER: Waiting for the
division to make a decision on all of these nine

cases?
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MR. SAVAGE: | believe that that is
correct. |I'mlooking at the caption. |'m | ooking at
the earlier captions on the pleadings, and that's all
the cases that have been i sted.

| can give you also orders -- there's
orders of the comm ssion that have been issued, and
those fall into the range of R-21454. And then
there's various orders, A B, C, et cetera, addressing
vari ous - -

THE HEARI NG EXAM NER: And, M. Savage,
w t hout getting into details, what are the parties --
what are the issues that the -- what are the actual
| ssues here?

MR. SAVAGE: Well, there's a nunber of
| ssues, but you -- the parties were nuch nore
I ntransigent with Ascent as the conpeting party. But
with Matador coming in, | think I opened up the door
for a lot nore opportunity.

Mat ador is a nmuch | arger conpany, and
there's sone nore opportunity on the table to resolve
this. Ascent was a snaller conpany.

So |l really think we're kind of in our
| ast leg of this. And it is -- because procedurally
it is very burdensome on the division.

But yeah. There's a nunmber of issues
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t hat would be, you know, a laundry list to go through,
but, you know, | wouldn't have -- | wouldn't know
where to start at this point to --

THE HEARI NG EXAM NER: Ckay. Well
M. Savage, what |'m asking you is do you feel as
t hough the parties will be able to negotiate all of
the issues, so that a hearing won't be necessary on
t hese conpeting conpul sory pooling applications or are
you thinking that there still will be some need for a
heari ng?

MR. SAVAGE: | am hopeful and | believe
that these can be resolved. And I think it would be a
matter of just finding the right solution with parties
involved. And | think that would relieve a | ot of
headache for everybody involved, if that can cone to
fruition and be realized.

You know, that's all I know at this
poi nt, because |I'mnot involved directly in those
negoti ati ons between those.

THE HEARI NG EXAM NER: | see. Okay.
Al right. WeIlIl, here's what I"'mgoing to do. |I'm
going to order the parties to brief the issue on
di sm ssal, whether | have the authority to dismss
them | believe | do.

But if that's wong, then I'd like to
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know why that's wong. And | would like those briefs
within two weeks. So I'mgoing to set a deadline for
two weeks fromtoday for any party that wi shes to
brief the issue to submt a brief to ne.

And if you want to include a fornmal

status, as recomended by Ms. Bennett, then I am --

you know, that will be part of the record, of course,
the formal status, but I"'mnot willing to set this for
anot her status conference in Novenmber until | give it

sonme serious thought.

" m happy to help parties resolve the
issue. | just don't feel the division is a receptacle
for old cases. | understand that there was an issue
with COVID. W all dealt with that, but |life went on.

So is there anything left on these nine
cases before we nove on?

MR. PADI LLA: M. Exam ner, |'m Earnest
L. [ph] Padilla appearing for EOG Resources. | had
connectivity problens at the beginning of the hearing,
but --

THE HEARI NG EXAM NER:  Yes,

M. Padilla.

MR. PADI LLA: We're just nonitoring

t hese cases.

THE HEARI NG EXAM NER:  Thank you,
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M. Padilla.

| don't hear anything else from any
parties, so Marlene, do you have a date two weeks from
today, so | can put it in ny notes?

MS. SALVIDREZ: It should be October
5t h.

THE HEARI NG EXAM NER: | think you said
Oct ober 6t h.

MS. SALVI DREZ: October 5th.

THE HEARI NG EXAM NER: Cct ober 5t h.
Okay. And, Marlene, would those briefs or fornal
status reports, would they cone in through the portal ?

MS5. SALVIDREZ: Yes, they will need to
cone in through the portal for all nine cases.

THE HEARI NG EXAM NER: Fant asti c.

OCkay. We're going to nove on. So I'm
now cal ling 22947 and 22845. | believe those are --
|"mnot sure if those are together, so let ne just
call 22947.

MR. FELDEWERT: Good norni ng,

M. Chakalian. M chael Feldewert with the Santa Fe
Office of Holland & Hart. |'m appearing on behal f of
EOG Resources, Inc. And you are correct that the next
case, 22845, is related to the current matter.

THE HEARI NG EXAM NER:  Thank you.
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Are there any other parties here for
t hose two cases?

MR. RODRI GUEZ: Good norning. M chael
Rodriguez with the applicant Tap Rock Operating, LLC
I n case nunber 22845. And al so we entered an
appearance on 22947, which is a conpeting --

THE HEARI NG EXAM NER: Good nor ni ng.

MS. BENNETT: Good norning, everyone.
Deanna Bennett from Modrall Sperling on behalf of
Marat hon G| Perm an in both cases.

THE HEARI NG EXAM NER: Good nor ni ng.

M. Bruce, are you involved in this
case, as well?

MR. BRUCE: Yes, sir, M. Examn ner.
' mrepresenti ng MRC Perm an Conpany, both cases.

THE HEARI NG EXAM NER:  Ckay.

M . Rodriguez, these are -- well, one of these is your
case. s that correct?
MR. RODRI GUEZ: That's correct. It is

case nunber 22845.

THE HEARI NG EXAM NER: Ckay. Well,
let's just tal k about that case for the nmonment. |
know they're related, but this -- we're here for a
status conference. What's the status of this case?

MR. RODRI GUEZ: So Tap Rock and EOG
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have been in production ongoi ng discussions. There
have been several trade concepts that have been
exchanged between the parties.

And believe Tap Rock and EOG are cl oser
to striking a mutually-agreeable deal. Tap Rock is
hopeful that the parties can resolve their differences
in the near future and potentially avoid contestant
heari ng.

And as such, Tap Rock believes -- would

request a status conference be set sonetinme in

Decenber .
THE HEARI NG EXAM NER: | n Decenber?
MR. RODRI GUEZ: Yes. | think that
woul d be -- from Tap Rock's perspective, that shoul d

all ow sufficient tine to finalize the deal and
hopefully either nove forward with the uncontested
hearing or dism ss these applications.

THE HEARI NG EXAM NER: And is 22947 and
22845, are they conpeting pooling applications?

MR. RODRI GUEZ: Yeabh.

THE HEARI NG EXAM NER: They are
conpeting?

So let's hear from-- M. Fel dewert,
are you representing the other application?

MR. FELDEWERT: Yes. | woul d be. [''m
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representi ng EOG Resources in case 22947. And | agree
with what M. Rodriguez has stat ed.

| also note that there has been a new
party in the -- entered as appearance in the matter.
That would be Civitas Perm an [ph] Operating, which |
think is going to have an influence on the ultimte
outconme with these matters.

So to get things sorted out with
respect to the new Civitas [ph] entry and how t hat
| npacts his, we agreed at a status conference on
Decenber 7th, makes sense.

THE HEARI NG EXAM NER:  Ckay.

Marl ene, do we know of that entry of

appearance from  Civitas [ph]?

M5. SALVIDREZ: | would need to ook in
the file.

MR. FELDEWERT: | just | ooked, Marl ene.
It was -- it's in the file for both cases.

THE HEARI NG EXAM NER:  Thank you,
M. Fel dewert.

Ckay. WMarlene, do we have room on
Decenber 7th for another status conference on these
two cases?

MS. SALVIDREZ: We do. And they can

just file continuances, and just state on that
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continuance that they would |ike another status
conf erence.

THE HEARI NG EXAM NER:  So,

M. Rodriguez, and M. Feldewert, we're not issuing
schedul i ng orders.

And let nme | et everyone know that for
things like this, we're not going to issue scheduling
orders. W're going to issue prehearing orders, but
not scheduling orders, so everyone is on notice.

MR. FELDEWERT: So let nme just inquire,
M. Chakalian, if | may. It sounds like all we need
to do here and all of it is -- all we need to do is
file our continuance for status conference. The
division is not going to do anything other than put
the case on a Decenber 7th docket, | believe.

THE HEARI NG EXAM NER: That sounds
correct.

Marl ene, is that correct?

MS. SALVIDREZ: You are correct. You
just need to file continuances via the portal, and
just state that you would |i ke another status
conference on Decenber 7th.

THE HEARI NG EXAM NER: M. Rodriguez,
when was this case filed?

MR. RODRIGUEZ: | believe the Tap Rock
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case was filed in May of 2022. Yeah. And the EOG
case in July or August of 2022.

THE HEARI NG EXAM NER:  Thank you, sir.
My preference is to keep cases novi ng al ong.

| understand that previous hearing
exam ners have different philosophies on ol der cases.
" m not saying a case that's been around for a year is
an ol der case, but that is ny preference, is to nove
t hese cases al ong.

So thank you for your input. | guess
we wll continue. |If there's nothing else on these
two cases, we can continue with the docket.

MR. RODRI GUEZ: Thank you.

THE HEARI NG EXAM NER:  Thank you.

We're calling now 23677 and it | ooks
| i ke 23678.

MS. BENNETT: Good norning, M. Hearing
Exam ner. Deanna Bennett from Modrall Sperling on
behal f of Avant Operating, the applicant in these two
cases.

THE HEARI NG EXAM NER: Thank you.

Do we have any other parties present?

MR. FELDEWERT: Good nor ni ng,

M. Chakalian. 1t's Mchael Feldewert with Santa Fe

O fice of Holland & Hart appearing on behalf of XTO
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Energy, Inc.

THE HEARI NG EXAM NER: Good norning to
both of you. How are we doing with these two cases?

MR. FELDEWERT: We're still --

M5. BENNETT: ~-- | think there's one
more entry of appearance.

M5. KESSLER:: M. Chakalian, if |I my,
Jordan Kessler on behalf of EOG Resources. Thank you.

THE HEARI NG EXAM NER:  Thank you. |
didn't see your entry. Thank you. And good norning.

So, M. Bennett, can you give ne a
status update on these cases?

MS. BENNETT: Yes. So Avant Operating
filed these applications in June, and has been ready,
and desires to go to hearing on these cases.

W were ready to go, and XTO filed a
noti ce of objection to the cases proceedi ng by
affidavit. And so that brings us to the status
conference today.

And Avant wants to take these cases to
hearing, wants to -- has some timng issues. These
are on Avant's devel opnent plan in the near term

And so Avant is interested in talking
t hrough today the possibility of how we can -- and |

think this is consistent with what you were just
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saying, M. Hearing Exam ner -- how we can thread the
needl e, so to speak, to allow the parties sone tine to
continue to engage in negotiations, because Avant is
hopeful that it can work out any issues with XTO.

But at the sanme tinme, we don't want
this lingering and having to cone back before the
division in a nonth, only to find that the next
avai | abl e contested hearing date is two nonths or
three nont hs out.

And so | have kind of an unusual
proposal for the division to consider, but | think I
should wait maybe to make that proposal until after we
hear from M. Feldewert on his views on whether -- on
XTO s position and how, you know, if they think they
can reach agreenment with Avant in the near term which
m ght elimnate my need to cone up with this
I nteresting proposal.

THE HEARI NG EXAM NER:  Thank you,

Ms. Bennett.

M. Fel dewert?

MR. FELDEVWERT: Well, |'mvery
Interested in her interesting proposal. But, | nean,
all I know that there have been di scussi ons about

reachi ng an agreenent.

| suggest they might want to -- if
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they're confident that an agreenent could be reached
I f they mght want to drop XTO as a full party, but at
this point there has not been an agreenent.

So, you know, their choice is they
either -- we either reach an agreenent or they proceed
to hearing. So that's kind of where things stand.

THE HEARI NG EXAM NER:  So,

M. Feldewert, you filed an objection. Wat was the
obj ecti on based on?

MR. FELDEWERT: The objection was based
on the fact that the parties have not reached an
agreenment. | know that there's sonme discussions about
potential agreement. |'mnot privy to those
di scussi ons.

But in a circunstance where a party has
not agreed to be pooled by affidavit, you file your
obj ection, and then the division can set the matter
for hearing if necessary.

THE HEARI NG EXAM NER:  Al'l right.

Ms. Kessler?

M5. KESSLER: Thank you, M. Hearing
Exam nation. EOG is just nonitoring this case, like
the | ast one. So we don't have an opinion. Here to
do whatever the division decides. Thank you.

THE HEARI NG EXAM NER:  All right.
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Thank you.

So back to you, Ms. Bennett. \Wat is
the creative suggestion?

MS. BENNETT: What | would like to
suggest i s another status conference on QOctober 5th,
whi ch woul d all ow Avant and XTO a couple nore weeks to
try to figure out how to resolve XTO s concerns.

And if those concerns are resolved by
Oct ober 5th, then Avant would be able to proceed by
af fidavit.

But going back to ny concern that on
October 5th if we were to cone to the division, the
next avail abl e contested hearing may be in Decenber or
January.

| would Iike to ask the division's
t houghts on tentatively al so scheduling these cases
for a contested hearing on Novenber 16th, so that we
don't find ourselves on this sort of unending trailing
docket, so to speak.

THE HEARI NG EXAM NER: Okay. That
makes sense.

M5. BENNETT: And | know that's an
unusual request, but | think it does make sense.

THE HEARI NG EXAM NER: Makes sense to

me too unless Marl ene doesn't |ike the idea.
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Mar |l ene, how do you feel about
reserving tinme on Novenber 16th for a contest
hearing, and setting this for an October 5th
conference?

M5. SALVIDREZ: So if we wll
for an Cctober 5th status conference, those

continuances will need to be filed today, so

t he docket out. And Novenber 16th sounds fine for a

contested heari ng.

THE HEARI NG EXAM NER:  Ckay.

sounds |i ke, Ms. Bennett, we're able to do that. But

It sounds |like you also have to file for a
conti nuance, it sounded |iKke.

MS. BENNETT: Yes. And we're
to do that today.

THE HEARI NG EXAM NER:  Ckay.

Ms. Bennett, sounds |ike you got what you needed. W

have an October 5th status conference and a Novenber

16 contested heari ng.

So if, at the October 5th stat
conference, you've not reached a deal, there
any nore continuances. W wll have the cont
heari ng on Novenber 16t h.

MS. BENNETT: Sounds great to

THE HEARI NG EXAM NER:  Ckay.

ed

stat us

set it

| can get

So it

pr epar ed

So,

us
won't be

est ed

ne.
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M. Feldewert, is there anything el se
on this case?

MR. FELDEWERT: No, sir. Thank you.

M5. BENNETT: Thanks very nuch.

THE HEARI NG EXAM NER: Thank you.

Al right. Okay. So we're going down
to -- looks like we have a hearing in 23664, 23665,
BTA O | Producers, in the Capitan Formation
M. Fel dewert, are you ready to proceed?

MR. FELDEWERT: | am except |'m
wondering -- | think we were on the docket -- at | east
on the docket sheet, the next case would involve MRC
Case nunber 14. O are we skipping around?

MS. SALVIDREZ: W should be on 14 and
15, cases 23738 and 23739.

THE HEARI NG EXAM NER: Ckay. | see,
Marl ene. Okay. 23738. We're continued from
Septenmber 7th. OCh, | see. Thank you.

So I"'mcalling 23738 and 39. MRC
Perm an.

MR. FELDEWERT: Good norni ng,

M. Chakalian. M chael Feldewert with the applicant,
MRC Per m an.
THE HEARI NG EXAM NER:  Wénderful . So

where are we in this hearing?
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MR. FELDEWERT: M. Chakalian, if you

recall back at your first hearing, | believe, had a
di scussi on about this case -- these two cases. The
probl em MRC had was that newspaper publication -- not

get into the paper until a day later than it needed to
to be tinely for the -- Septenber 7th hearing.

So we continued the matter to all ow
that notice of publication to run and neet the
deadline for the tinmefrane. And that was Exhibit F,
as in Frank, to our original hearing package. That
has now been acconplished, so notice -- has been
perfected.

The ot her nice discussion we had with
M. MC ure was the pool that was involved for this
matter. And you recall --

THE HEARI NG EXAM NER: M. Fel dewert,
hold on one second. Let ne just |ook at nmy notes on
this case. 23738 and 39. "Application filed.
Continue to nine twenty-one. Secure notice and to
anend checklist to pool." Okay. |I'mwth you now.

MR. FELDEWERT: So |'m on the second
part of that now. And --

THE HEARI NG EXAM NER:  Yes.

MR. FELDEWERT: -- the checklist to
amend the pool. So what you'll see in the file for
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each case is that on Tuesday we filed an anended
conpul sory pooling checklist, along with a cover
pl eadi ng for that.

And t hat anmended checkli st now
i dentifies the new pool that the division identified
for us, and provided the vertical extent of that pool,
whi ch was al so provided by the division.

So with those filings, | believe we've
done everything that was requested by the division,
and all outstanding matters have been addressed. And
so we would ask that these two cases be taken under
advi senment .

THE HEARI NG EXAM NER: Before | go to
the technical examner, I'mgoing to | ook on the
I mging to see. 23738. Ckay. Let ne see what you
filed here. So | have a filing here on the 19th. |
have two filings, it looks |ike. Notice of Anmended
Co- Pool i ng Checklist. Ckay.

And | do see page 3 of 5, 4 of 5, and 5
of 5, just a checklist. And then we have al so here --
that's not it. Okay. How does this filing satisfy
the notice of hearing?

MR. FELDEVERT: It does not. The
Exhibit F with the original filing, the original

heari ng package, as the affidavit of publication by
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the newspaper. So with the date of that publication
reflected therein, the tineframe for that notice by
newspaper to occur has now been conplied wth.

THE HEARI NG EXAM NER:  Okay. |
under st and.

Do we have our technical exam ner wth
us?

MR. LONE: Yes, sir. This is Leonard
Lowe.

THE HEARI NG EXAM NER: Good nor ni ng,
M. Lowe. Did you happen to take a |ook at the filing
in this case correcting the checklist?

MR. LOWNE: |t appears that everything
t hat was done, as far as nam ng of the pooling goes,
I's in accordance with what | see so far.

But | don't know the in-depth details
of what M. McClure was | ooking into, as far as the
notice i ssue was concerned. Haven't gotten that far
yet. But the full indication seens to be updated.

But | got one question for you,

M. Feldewert. The pool referenced in this situation
here, was that brought up on OCD's end or was it a
correction? WAs it just a current nanme change to the
pool name? |s that what happened here?

MR. FELDEVERT: Well, it was very
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I nteresting, M. Lowe. M understanding is that the
di vi sion was apprised of the -- I'"'msorry -- MRC was
initially apprised of the pool that was invol ved.

Then the -- ny understanding is that
t he division has now changed the pool for this
particul ar area, and have identified a pool now that
runs fromthe top of the first Bone Spring sand to the
base of the second Bone Spring sand.

And so they provided us then --

M. MClure by email provided that information to ne,
both the nane of the new pool, which you'll see on the
conpul sory pooling checklist, and then asked that we

i nclude the vertical extent covered by this pool in

t he compul sory pooling checklist on page 1.

MR. LOWNE: Okay. And basically it was
on OCD s side updating the pool references here.

MR. FELDEWERT: Yes. This all cane
fromthe OCD. Correct.

MR. LOWE: Okay. And | just need
clarification on that. From what | see, it | ooks
okay. | have yet to, like | said, go in depth on the
notice issue.

Oh. So the notice issue portion, was
that just a last catch-all for noticing in the

newspaper to catch all the other interested parties
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that pertain to this case?

MR. FELDEWERT: Yeah. | can't
remenber. There was very few. | think it was only
one or two, but therefore published by nane in the
newspaper .

But on Septenber 7th, because of the
Labor Day Hol iday, a newspaper had not published the
notice in time, so we had to continue the case for two
weeks to allow that notice of publication to run the
full period of tine.

MR. LOWE: Okay. And in that notice,
it is basically referenced if there's any inquiries on
our -- any interested parties that want to partake in
t hese cases to conme to the OCD?

MR. FELDEWERT: Correct.

MR. LOWE: (Okay.

MR. FELDEWERT: Provided all the usual
i nformation to give themthe notice and the
opportunity to be heard.

MR. LOWE: Okay. Those are the only
guestions | have pertaining to this issue. Thank you,
sir.

THE HEARI NG EXAM NER: Ckay. Thank
you, M. Lowe.

Is there any objection to taking these
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under advisenent at this point?

MS. BENNETT: Thank you.

THE HEARI NG EXAM NER: M. Lowe?

MR. LOWE: As far as | can see, it
| ooks okay. | have to -- like | said, look into
I n-depth detail upon this. But | guess it would be
okay to take it under advisenent in the neanti ne.

And if we see any other issues or
flaws, or if we -- once we look at it with
M. MCure, then we can decide otherw se at that
tinme.

But | think according to what
M. Feldewert submtted, it | ooks okay to nme so far.

THE HEARI NG EXAM NER: Ckay. Thank
you, M. Lowe.

So, M. Feldewert, we will take these
cases under advi senent at this point.

MR. FELDEWERT: Thank you, sir.

THE HEARI NG EXAM NER: Ckay. We're
going to nove onto 23762, and 63, and 6 -- let's stop
t here.

Do we have M. Bruce?

MR. BRUCE: Yes, M. Exam ner,
representi ng Mewbour ne.

THE HEARI NG EXAM NER:  We conti nued
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these from Septenber 7th for issues with the -- let ne
| ook at nmy notes. But | renenber we had i ssues on
these, as well. 23762 and 63. Okay -- yes.

But also, sir, it wasn't just to
perfect the constructed notice, but also we were
waiting for Exhibits 5 and 7 on both of these.

MR. BRUCE: And they've been filed.
Yeah, they were filed, | think, over that follow ng
weekend.

THE HEARI NG EXAM NER: Ch, okay. Good.
And that's what the deadline was, was that follow ng
Monday, cl ose of business.

Marl ene, do you have what you need
filed now, so that we can take these under advi senent?

M5. SALVIDREZ: So | don't keep track
of what's been filed as far as exhibits. That's -- a
techni cal exam ner would need to --

THE HEARI NG EXAM NER: OCh, okay.

MS. SALVIDREZ: -- case file.

THE HEARI NG EXAM NER: Ckay. Thank
you.

M. Lowe, would you take a | ook at
23762 and 63, and see if you have now the exhibits you
need?

MR. LOANE: Just, M. Bruce, the issues
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here were basically you need to get a checklist in;
correct?

MR. BRUCE: Yeah. | got the pooling
checklist in. Filed -- like | said, | think I filed
It on the weekend, either on Sunday or Nbnday
foll ow ng the hearing.

And then it was -- needed to let the
publication notice period run, because it was not
timely published. And that has been -- two weeks.

MR. LOAE: So there was two concerns
here with a spreadsheet, and indicated affected
I nt erest owners.

MR. BRUCE: Yes.

MR. LOWE: And the pooling checkli st
for how many cases here? For all --

MR. BRUCE: Two.

MR LONE: Two --

MR. BRUCE: Oh. Well, two -- these
two, and then the subsequent three cases, M. Lowe.

MR. LOWE: Okay. According to the | ast
subm ttal, it looks like those two itenms were
submtted. As far as conparing in detail to what was
initially submtted and all the, you know, effective
i nterested parties and so forth, | have yet to go into

depth of that yet.
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But according to what | see,
that information is provided.

THE HEARI NG EXAM NER:  Okay.

M. Lowe, do you have any objection if we take these

two cases, 23 -- well, let nme go back to nmy other
spreadsheet. | have too nany open at a tinme. 23762
and 23763. | had that we needed Exhibits 5 and 7. It

| ooks |like M. Bruce filed Exhibits 6 and 7.

M. Bruce, why are they not

Exhibits 5 and 7? Instead you listed 6 and 7.
MR. BRUCE. One sec. Sinple reason,

t ypo.

THE HEARI NG EXAM NER: | see. So it
really is Exhibits 5 and 7 you filed -- you m sl abel ed
5 and 6.

MR. BRUCE: Correct.

THE HEARI NG EXAM NER: Ckay. M. Lowe,

| hope that hel ps you --
MR LOWE: [t -- yeah.

THE HEARI NG EXAM NER: M. Lowe?

MR LOANE: Yes, sSir?

THE HEARI NG EXAM NER: Does that help

you?

MR. LOAE: Yeabh. | didn't -

know -- I'm |l ooking at -- | see what Dean was | ooki ng

t hose - -

So,

abel ed

all |
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for, as far as the checklist and no spreadsheet. And

as far as, you know, that information or that -- those
details, | do have -- we do have. So |ooks good so
far.

THE HEARI NG EXAM NER: Ckay. So,

M. Lowe, according to ny notes, they were m ssing
Exhibits 5 and 7, plus the notice needed to be cured.
The notice has been cured. And they filed Exhibits 5
and 7, but they called 5 Exhibit 6.

MR. LOWE: Yes.

THE HEARI NG EXAM NER: So is there
anyt hing preventing us fromtaking this under
advi senment at this point?

MR. LONE: | don't think so, unless
Dean has any concerns or issues here after hearing,
you know, specific nam ng of them

But as far as what the detailed
i nformation that we're requesting, it appears was
pr ovi ded.

THE HEARI NG EXAM NER: Okay. Then
we're going to take these two cases under advi senent,
M. Bruce.

And we're going to nove onto 23765, 6,
and 7. And | believe these were the sanme probl ens.

They were all of the same problens. |Is that correct?
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MR. BRUCE: That is correct. There's
two things -- yeah. The certified notice spreadsheet
and the pooling checklists were all filed over the
weekend.

And then | also submtted a
recently-received certified green card. And if you
woul d | ook at the certified notice spreadsheet, the
only party that had not returned a green card was BP
Ameri ca Production Conpany.

And that actually arrived at ny P.QO
box late last night. So | was -- | amgoing to file
that. It pertains to all three cases. And so the
certified notice was accurate, and we no | onger need
the publication notice to be cured.

THE HEARI NG EXAM NER: | see.

| see M. Rankin turned his canmera on.

M. Rankin?

MR. RANKI N: Good nor ni ng,

M. Exam ner. Adam Rankin appearing in these cases on
behal f of MRC Perm an Conpany and Forhan [ph] O
Conpany. No objections to the adm ssion of the

exhi bits or the cases being taken under advi senent.

THE HEARI NG EXAM NER: Ckay. So very
good. Thank you.

M. Bruce, |I'mjust |ooking at what you
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filed for our last hearing. On the 1lth we have

Exhi bit 4A, a recently-received certified green card.
Exhibit 5, a certified notice spreadsheet. And

Exhi bit 7, a pooling checklist.

And that's for 23765. | haven't | ooked
at 66 and 67 yet.

MR. BRUCE: Okay. They were filed for
all three.

THE HEARI NG EXAM NER: Are you saying
you filed the same docunent for all three?

MR. BRUCE: Yes, sir. Wll --

THE HEARI NG EXAM NER: Ckay. All
right.

MR. BRUCE: Obviously the pooling
checklist were different for each case.

THE HEARI NG EXAM NER: Ckay. And is
this the green card you were just tal king about or you
have yet another green card?

MR. BRUCE: No -- green card | received
about two weeks ago, but after -- right after the
hearing. And just |ast night when | went to the post
office | got the final green card.

And if you |l ook at the spreadsheet, the
only green card | had not gotten back was from BP

America. And |'ve got that green card in my griny
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little meat hooks here, and I'mgoing to file it with
the division just to show that certified notice.

THE HEARI NG EXAM NER:  Ckay. M. Lowe,
do you have any questions from M. Bruce on these
t hree consol i dated cases?

MR. LOWE: Yeah.

| have a -- one question for you,
M. Bruce. You just -- out on a recently-submtted
checklist -- not checklist, but the spreadsheet.

VWhich -- which green card did you get the | ast green
card?

MR. BRUCE: BP Anerica Production
Conpany.

MR. LOANE: BP Anerica Production
Conpany. Wuld they be referenced in your latest |i st
of interest owners?

MR. BRUCE: Yeah. That was -- they
were in the list of interest owners for the -- in the
| andman' s exhibit, Exhibit 2, which was submtted two
weeks ago.

MR. LOWE: Okay. | have no nore
I ssues. | don't know questions within. Thank you.

THE HEARI NG EXAM NER:  Ckay.

M. Bruce, we're going to take these three cases under

advi senment and expect you to file the copy of the
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green card you just received |ast night.

MR. BRUCE: Thank you.

THE HEARI NG EXAM NER:  And t hat green
card is from BP.

MR. BRUCE: Yes, sir.

THE HEARI NG EXAM NER: Very good. Is
there anything el se on those three cases?

MR. BRUCE: No, sir.

THE HEARI NG EXAM NER: Ckay. We're
going to nove onto 23664, 23665, back to
M . Fel dewert.

Sir, are you ready to proceed with the
heari ng?

MR. FELDEWERT: Actually, | am
appearing for another party other than the
applicant -- Ms. Hardy is here for the applicant in
these two matters.

MS. HARDY: That's correct,
M . Exam ner.

Dana Hardy with Hi nkle Shanor on behal f
of BTA O | Producers, LLC.

THE HEARI NG EXAM NER: Thank you. And
are you ready to proceed?

M5. HARDY: Yes, | am

MR. FELDEWERT: And, M. Chakali an,
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just -- I"'msorry. Just for the record, |I'm appearing
on behalf of Greyhound [ph] Resources Conpany.

THE HEARI NG EXAM NER:  Thank you. And
are you objecting to proceeding by affidavit?

MR. FELDEWERT: No, sir.

THE HEARI NG EXAM NER: Ckay. Very
good.

So, Ms. Hardy?

M5. HARDY: Thank you. |In case numnber
23664, BTA seeks an order pooling all and commtted
I nterest in the Pennsylvanian Shale formation
underlying a 320-acre, nore or |ess, standard
hori zontal space standard hori zontal spacing unit
conpri sed of the west half of sections 27 and 22,
Townshi p 16 South, Range 36 east in Lea County.

That spacing unit will be dedicated to
the Capitan 22301, 27-22 State Com 19H wel | .

In case nunmber 23665, BTA seeks an
order pooling interest also in the Pennsyl vani an Shal e
underlying a 320-acre standard horizontal spacing unit
conprised of the west half -- I'msorry -- the east
hal f of the west half of sections 22 and 27, Township
16 South, Range 36 east.

That spacing unit will be dedicated to

the Capitan 22301 27-22 State Com nunmber 20 well.
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Qur exhibits include the affidavits of
| andman Adam Davenport and geol ogi st David Chil ders.
M. Davenport provides the standard | and exhibits.

The tracked ownership and pool ed parties are shown in
Exhi bit A3.

And as you can see fromthat exhibit,
BTA controls about an 85 percent interest in the unit,
and we are only pooling the interest of two working
i nterest parties and one overriding royalty interest.

M. Childers provides the standard
geol ogy exhibits, including a |ocation map, structure
map, gross isopach map, and cross section.

The notice information is included in
Exhibit C and its associated attachnments. W received
certified mail receipts fromall but one party, and we
did tinmely publish notice.

And with that, unless there are
guestions, | request that the exhibits be accepted
into the record and that these two cases be taken
under advisenent. Thank you.

(Exhibit A3 and Exhibit C marked for

I dentification.)

THE HEARI NG EXAM NER: Any obj ecti ons,
M . Fel dewert?

MR. FELDEWERT: No, sir.
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THE HEARI NG EXAM NER: Then these
exhibits are admtted into evidence.

(Exhibit A3 and Exhibit C were received

I nto evidence.)

M. Lowe, any questions on these two

cases?

MR. LOWNE: | have a question,

Ms. Hardy. Good norni ng.

M5. HARDY: Good norni ng.

MR. LOWNE: You just -- you're
consolidating 23664 and 23665. |[|s that what's going
on here?

MS. HARDY: That's correct.

MR. LOWNE: Okay. And then which wel
Is for 236647

M5. HARDY: 23664 is the -- should be
the 19H -- let ne look at ny -- yes. 23664 is the 19H
wel | .

MR. LOWE: Okay. The 23665 is the 20

wel | .

MS. HARDY: Correct.

MR. LOWE: Okay. | just got confused
on what you verbalized earlier. | just heard a "20."
| -- | didn't understand which case was for which --
and as far as the -- this is a conmpulsory -- a
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conpul sory pooling case. They all basically hover
over the sanme horizontal spacing unit; correct?

M5. HARDY: Collectively, the two
applications pool the west half of these sections. So
one is pooling the west half west half, and one is
pulling the east half west half.

MR. LONE: Ckay. And then as far as
the forced pooling portions of -- okay. They're
al nost the sane or are they the sanme?

M5. HARDY: Well, there's a separate
spacing unit for each well, but when you put the two
applications together they pool the west half. But
one of the wells is west half west half, and one is
east half west half.

MR. LOWNE: Okay. So I'mstill | ooking
t hrough your exhibits for the 19 well right now |
think those are all -- the only questions | have.
Thank you, m'am

M5. HARDY: Thank you.

THE HEARI NG EXAM NER: Ckay. So,

Ms. Hardy, since there are no other questions and
there's no objections, these cases will be taken under
advi senment by the division.

M5. HARDY: Thank you very nuch.

THE HEARI NG EXAM NER:  Thank you.
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Let's nove onto 23670 and | think
23671. | think they are today.

M5. VANCE: Good norning, M. Hearing
Exam ner. Paula Vance with the Santa Fe O fice of
Hol | and & Hart on behalf of MRC Perm an. And you are
correct. Both of those cases go together. So yeah.

THE HEARI NG EXAM NER: Thank you,
Ms. Vance. Good norni ng.

Do we al so have -- do we have any ot her
I nterested parties or other entries of appearance on
t hese two cases? Ckay.

MS. SHAHEEN: Good norni ng agai n,
M. Exam ner. Good norning again. This is Sharoon
Shaheen, Montgonmery & Andrews, on behalf of S. K
Warren Resources.

THE HEARI NG EXAM NER: Good nor ni ng
again. Any objection to proceeding by affidavit?

M5. VANCE: M. Hearing Exam ner --

"1l go ahead and start.

| think Sharon and | were probably
going to explain the same thing. She and |I spoke this
nmorni ng, and we'd actually like to request to conti nue
t hese cases to the October 19th hearing date.

There's still sonme additional

negoti ati on and paperwork, | believe, that needs to be
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conpl eted between Matador and S. K. Warren.

And al so, we were going to ask to
present today, but we do have sone additional notice
t hat needs to be perfected and additional overrides
that we are -- need to notice for pooling purposes.

So again, we would ask that we can
continue these cases to the Cctober 19th hearing date,
and we will file that continuance today after the
heari ng.

THE HEARI NG EXAM NER: Mar | ene?

MS. SALVIDREZ: That sounds perfect.

THE HEARI NG EXAM NER: WAs t hat
Marl ene? |'m not sure.

MS. SALVIDREZ: Can you not hear ne?

THE HEARI NG EXAM NER: | hear you now.
| just wasn't sure who was speaki ng.

M5. SALVIDREZ: So this is Marlene.
And t hat sounds perfect.

THE HEARI NG EXAM NER: Okay. Great.

Ms. Shaheen, is there anything el se
fromyou?

M5. SHAHEEN: No. S. K. Warren has no
objection to noving forward as Ms. Vance proposes.

THE HEARI NG EXAM NER:  Okay. So,

Ms. Vance, let ne take sone notes here, so | renenber.
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So we're going to continue this hearing -- we're going
to set it for a hearing COctober 19th, so that you can
perfect notice and conti nue negoti ati ons.

M5. VANCE: That's correct. And |
believe that we will have all of our -- those itens
taken care of by that point.

THE HEARI NG EXAM NER:  You're al so
going to file and pay for a continuance |ater.

MS. VANCE: That's correct. We will
file a notion to continue to the October 19th hearing
date after the hearing this norning.

THE HEARI NG EXAM NER:  So you're filing
a notion to continue that?

MS5. VANCE: That's correct. So we're
requesting. Hopefully it's okay and the division
concurs and provi des approval of that at the hearing
t oday.

THE HEARI NG EXAM NER: | have no
problemw th that. Marlene has no problem

M. Lowe, do you have a problemwth
granting a continuance on these two cases?

MR. LOWE: Well, no.

THE HEARI NG EXAM NER: | didn't think
So.

Okay. So the continuance is granted
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once you file and pay for the continuance. And on
Oct ober 19, are you proceeding with the hearing by
affidavit or will you need a hearing at all if you
wor k out the negotiations?

M5. VANCE: We should be noving forward
by affidavit --

THE HEARI NG EXAM NER: As opposed to
cont ested?

MS. VANCE: That's correct.

THE HEARI NG EXAM NER: | under st and,
Ms. Vance. | understand now. Okay. Anything else on
t hese two cases?

M5. VANCE: | don't have anyt hi ng.

THE HEARI NG EXAM NER:  Thanks,
Ms. Vance.

We're going to nove onto 23689, and it
| ooks Ii ke 23690, and 91.

And, M. Bruce, are you with us?

MR. BRUCE: Yes, sir.

THE HEARI NG EXAM NER: Ckay. And do we
have any ot her counsel? | see sone other caneras
going on, so let's get entries of appearance fromthe
ot her parties.

MR. RANKIN. Good norni ng,

M. Exam ner. Adam Rankin with the Santa Fe O fice of
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Hol | and & Hart appearing on behalf of Col gate
Production, Col gate Operating Perm an Resources
Oper at i ng.

THE HEARI NG EXAM NER: Ckay. And
before I go to the next counsel, do you have any
obj ection on a proceeding by affidavit?

MR. RANKIN: We do not at this tine.

THE HEARI NG EXAM NER: At this tine.
Okay. All right.

Ms. Kessler?

M5. KESSLER: Good norning again,
M. Hearing Exam ner. Jordan Kessler with EOG
Resources. On behalf of EOG we don't have any
obj ections to continuing by affidavit with this case.
We're sinply here to nonitor.

THE HEARI NG EXAM NER:  Perfect. Thank
you, Ms. Kessler.

And, M. Savage?

MR. SAVAGE: Good norning. Darin
Savage with Abadie & Schill on behalf of Coterra [ph]
Energy and Ci marex [ph] Energy Conpany, et al. And we
have no objections to going forward by affidavit.

THE HEARI NG EXAM NER:  Perfect.

M. Bruce, | want to |ook at the
filings in these three cases, so let ne pull this up,
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23689. Are the filings conplete?

MR. BRUCE: Yes.

THE HEARI NG EXAM NER:  They are
conplete. Okay. Excellent. Let ne get to it, and
let me |ook at it.

M. Lowe, 23689 --

MR. BRUCE: And, M. Exam ner, just for
ease of filing, I -- or for nmy conputer filing, the
PDF packages, in each case there are parts one and two
of the exhibits.

THE HEARI NG EXAM NER: Ckay. No
worries. Let nme get there. The systemis a bit slow
We have here different docunents, so let nme | ook first
at this docunent filed on 9/18. Ckay. | see part one
of two. |It's a 31-page docunent. | see.

So you have Exhibits 1 through 3 on
this docunent and 4 through 7 on the other docunent.

MR. BRUCE: Correct. And that's the
sane - -

THE HEARI NG EXAM NER: Ckay. And -- go
ahead.

MR. BRUCE: Really nothing. | said the
parts one and two of each of the other two cases are
split up the same way, the two exhi bit packages.

THE HEARI NG EXAM NER: Okay. M. Lowe,
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do you see the docunents in this case?

MR. LOWNE: Yes, sir, | do.

THE HEARI NG EXAM NER:  Ckay.

Wonderful. Let's start with 23689. Do you have any -

Well, M. Bruce, do you want to
present a brief presentation?

MR. BRUCE: Yeah. 1'Il present -- [|"]|
do it briefly on the first case, 689, and then just
mention a couple of things very briefly on the other
two cases.

THE HEARI NG EXAM NER: Ckay. Pl ease.

MR. BRUCE: You know, the exhibit
packages conpleted, Exhibit 1 is the application and
proposed notice. Exhibit 2 is the |andman's affidavit
containing the usual plats and working interest,
ownershi p, et cetera.

You will notice Exhibit 2C -- got to
find it here -- a lot of people were notified. |If you
| ook at Exhibit 2C, there is a long list of interest
owners. Many of them have very small interest. They
are -- | notified nore people than this, but these are
t he ones who now need to be pool ed.

And one thing, the third page of

Exhi bit 2C shows that records -- certain record title
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owners of the federal |eases were also forced -- are
al so being force pool ed, because sonetines it's
difficult to get a signature out of a record title
owner, which is necessary for communitization

pur poses.

And both the BLM and the State Land
Office accept a pooling order as a substitute for a
signature on the comagreenent. So that's why that is
done. | just want to point that out. It contains all
t he other necessary information, the AFEs, et cetera.

Exhibit 3 is the geologist and pl ats
and affidavit with the usual plats showi ng that the
geologic formation testified that third Bone Spring
sand, but -- and the entire Bone Spring is being
pool ed and shows that it's continuous.

The second package, the affidavit of
notice showng all of the notice letters sent out,
plus all the white cards and green cards.

Exhibit 5 is the certified notice
spreadsheet. Exhibit 6 is the affidavit of
publication. There were a nunber of people who did
not return green cards. Affidavit was tinely
publ i shed.

And Exhibit 7 is the pooling checkli st.

Al'l of these exhibit packages are the sanme. 1In the
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first case, the |ands involved are the south half,
north half of section 3 and south half, north half of
section 4 of 20 South 29 East.

As to the next case, it's the north
hal f, south half of those two sections. Sanme township
and range. And then in case 691, it's the south half,
south half of those two sections, all the sane
townshi p and range.

| believe the exhibit packages are
conplete. And |I'd nove the adm ssion of Exhibits 1
through 7 in each case, and ask that being taken under
advi senment .

(Exhibit 1, Exhibit 2, Exhibit 2C,

Exhibit 3, Exhibit 5, Exhibit 6, and

Exhibit 7 were marked for

I dentification.)

THE HEARI NG EXAM NER: M. Lowe.

MR. LOWE: (Good norning again,

M. Bruce.

MR. BRUCE: Good norning.

MR. LOWE: Case 23689 -- actually, each
of these cases, are they separate wells?

MR. BRUCE: They're -- spacing --
different wells, different spacing units. All the --

t he Bone Spring is being force pooled in every case.
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And in this case, all of the wells are -- they're Bone
Spring sand wells.

But yeah, they're separate spacing
units with three separate -- with a well on each
spacing unit.

MR. LONE: Okay. | think it would help

OCD out, as far as for everybody, if you all placed

your checklist up front of all your -- of your
exhibits that you submt -- that -- that you are
presenting for these cases. It just --

MR. BRUCE: -- | will do that -- that
was a hard -- always put it as the |last exhibit.

MR. LOWNE: Yeah. Because that's -- |
know you all want your hearing orders done quickly.
To help us out, to help you out, you know, to put a
little ease on that if you put the checklist up front.

MR. BRUCE: Okay.

MR. LONE: And as far as kind of
from-- okay. |It's the conputer. | thought | had to
get Mchael McMIlian [ph] on you there. And as far
as all the affected parties, they were all notified,
and they were all verified, and basically pronptly
noticed; right?

MR. BRUCE: Yeah. They were notified

by -- as | said, Exhibit 5 the certified notice
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spreadsheet shows that there were a | ot of parties --
a nunmber of them anyway, a lot -- | did receive a
bunch of green cards back.

But there are a nunber of parties who |
did not receive these green cards back from But that
was cured by the affidavit of publication marked
Exhi bit 6.

MR. LOWE: Okay. And as far as
exhi bits goes for -- for each of these three cases,
they're all pretty nmuch about the same in genera
t hen.

MR. BRUCE: Yeah. And it's pretty
uniform  Yes.

MR. LONE: Okay. | think those are the
only questions | got, M. Bruce.

THE HEARI NG EXAM NER: Ckay, M. Lowe.
"' mjust |ooking through -- | wanted to make sure
they're all conplete before | nove on. So our imaging
website is a little slow So |'ve already checked
23689, and | do see that is conplete. Here we go.

23690 is also conplete. Okay. Let ne
check the -- yeah. And the last one, 91. GCkay. Here
we have yell ow pages. All right. M. Bruce, | am
finding all the exhibits as expected in 23689, 23690,
and 23691.
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So unless there's an objection to

taking this under advi senent from anyone -- and |
haven't heard anything -- and M. Lowe is finished
wth his questions, we will take these three

applications under advisenent.

Okay. And now we're noving on to
23475, 77, 23365, 23366. Here we have a contested
hearing or hearings. W're consolidating these. It
| ooks |i ke we have -- let's just have people introduce
t hensel ves.

Let's start out with the counsel for
Eart hst one.

MR. BECK: Good norning, M. Hearing
Exam ner. Matt Beck on behalf of the applicant for
Eart hstone Operating, LLC

THE HEARI NG EXAM NER: M. Beck. OCkay.
Then, M. Beck, | think you filed a notion to strike.
| s that correct?

MR. BECK: Yes, M. Hearing Exam ner.

THE HEARI NG EXAM NER:  We' || conti nue.
Let's have other entries of appearance, please.

MR. BRUCE: M. Exam ner, Jim Bruce
representi ng Mewbourne O 1| Conpany in all cases.

THE HEARI NG EXAM NER: Okay. Thank

you, sir.
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MR. JONES: Good norning, M. Hearing
Exam ner. Bl ake Jones with Steptoe & Johnson
nonitoring the cases on behalf of Northern G| and Gas
for all cases.

THE HEARI NG EXAM NER: Thank you, sir.

M5. RYAN. Good norning, M. Exam ner.
Beth Ryan on behalf of Conoco Phillips and COG
Oper at i ng.

THE HEARI NG EXAM NER:  Ckay. Thank
you. Good norni ng.

MR. FELDEWERT: Good nor ni ng,
M . Chakalian. M chael Feldewert with Santa Fe O fice
of Holland & Hart appearing on behalf of Devon Energy
Production Conmpany and on behalf of MRC Perm an.

THE HEARI NG EXAM NER: Ckay. Thank
you.

Do we have any other entries of
appearance on these four cases? Not hearing any. Do
we have any interested parties? Also not hearing any.

Okay. So let's deal with the notion to strike first.

So, M. Beck, | read your notion. |
did not get a response fromanyone. | didn't feel
| i ke we needed a response. |'mdenying the notion on

the follow ng grounds.

| understand that you were objecting
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to the delay in the rebuttal wtness and any possible
rebuttal exhibits. |'mdenying the notion, because
the way | view -- let me grab the rule here.

The way | viewthis rule in ny
authority is as follows. And I"'mciting to nineteen
fifteen four. And here we have prehearing statenents.
And it says, "But in no even later than 5 p.m
Mount ai n Time on Thursday proceedi ng the schedul ed
hearing date."

So this was filed one day later. So |
under st and your objection. However, in subpart 14 of
the rule, under A, it talks about testinony. And it
says, "Hearing before the comm ssion or the division
exam ner shall be conducted w thout breach of
formality."” So | take that into consideration.

| also go to part 17 of the rule,
"Rul es of Evidence and Exhibits, A, presentation of
evi dence. Subject to other provisions, the
conm ssi oner, exam ner shall afford a full opportunity
to the parties and the judicatory hearing."

Okay. So | | ook at those parts of the
rule. There isn't alot -- thereisn't alot in this
rule otherwi se that controls how | rule on this
not i on.

However, as a trial attorney, when | --
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and | was a prosecutor for six years -- when | had a
rebuttal w tness, that rebuttal w tness did not need
to be listed on ny witness |list, but the judge
construed the need for a rebuttal witness or rebuttal
exhibits very strictly.

So what |'mgoing to do, M. Beck, is I
| eave it to you to make an objection. If you want to
object to a rebuttal witness if one is called or
rebuttal evidence in the formof a docunment or an
exhibit, you are free to nmake the argunent that this
w t ness shoul d have been listed on the origina
witness list that was filed tinely in this matter.

And if you can nake that argunment, then
| will exclude that witness or the exhibits. But
until you make that, I'mgoing to deny your notion.

So are we ready to proceed with the
heari ng?

MR. BRUCE: Yes. | am M. Exam ner.
| would point out one thing. | never saw this notion
to strike, so that's why --

THE HEARI NG EXAM NER:  Ckay.

M. Beck?

Okay, M. Bruce.

M. Beck?

MR. BECK: M. Hearing Exam ner, |'l]
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take a quick |l ook, but I know that as soon as it was

filed, I think Monday norning, it was sent out to all

the parties who had appeared, including M. Bruce, via

emai | . So et ne make sure that's correct.

It al so appeared on the docket at 10:47

a.m on Mnday norning, on the OCD docket, so --

THE HEARI NG EXAM NER:  Well, M. Bruce,

|"m | ooking at the certificate of service, page 12 of

t he docunent . He does state that he served

Whet her you received it or not, | can't, obvi

t on you.

ously --

but it is denied anyway, so | don't think that we

shoul d waste tine on this any | onger.

MR. BRUCE: Correct.

THE HEARI NG EXAM NER:  So, M. Bruce,
are you presenting the case?

MR. BRUCE: Yes.

THE HEARI NG EXAM NER: Ckay. Pl ease
proceed.

MR. BRUCE: GCkay. | don't know if you

want any opening statenents or not, or just dive into

t he case, M. Exam ner

THE HEARI NG EXAM NER:  You know, is it

your pleasure -- M. Bruce, you have the burden of

persuasion, of course. So if you want to give a

succi nct opening statenment, please feel free.
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MR. BRUCE: Okay. | will be brief, but
normally I am

M. Beck, in his prehearing statenent,
set forth an order, R 21834, stating factors involved
when we had conpeting pooling situations |like this.

There is another ol der case, the
conmm ssion order, R 10731-B. And the main -- the
comm ssion set forth the main issues to | ook at,
number one, the geology. Nunber two, good faith
negoti ati ons.

Nunber three, AFEs, although that's a
m nor consi deration, and then worki ng ownership or
control. | think both parties will get into that in
t he heari ng.

| would just point out that there's a
couple of key factors here. Mewbourne has been
wor king on this project for several years now, and I
believe it's been diligent in the good faith
negoti ati ons.

Furthernore, in these particular well
units, working ownership or control is a key factor,
because Mewbourne's cases are supported by about 75
percent of the working interest owners, which is a
substantial factor involved.

And finally, we believe that the

Page 77

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



© 00 N oo o h~A w N P

O T N T T T T
a A W N P O © 0O N O 0o~ W N B+, O

geol ogy, the zones Mewbourne refers to be tested, are
the better zones to test.

And with that, the only other issue, |
think, that you want to |l ook at is under division
regul ati ons, when you're dealing with unitized | ands,
| i ke Mewbourne's are, in section 7, a party who wants
to drill has to get the approval of the state | and
comm ssioner to drill those | ands.

Mewbour ne has that approval and
Eart hst one does not. And therefore, we think
Mewbour ne has the superior position in this -- in
t hese cases. Thank you.

THE HEARI NG EXAM NER:  Ckay.

M. Bruce, before you continue, who is the technical
exam ner on this case today?

MR. LOWE: | believe it's still nme,

THE HEARI NG EXAM NER:  Ckay. | wasn't
sure if we were going to have a different one for
conpul sory pooling conpeting applications or not. So
it is still you, M. Lowe?

MR. LONE: As far as | know. Nobody
else told ne otherw se, but --

THE HEARI NG EXAM NER: Ckay. All

right. Sounds good. This is ny first contested
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heari ng.

And what | want to ask the parties is
does M. Bruce have the burden of persuasion for al
four cases or does he only have it for 23365 and 66,
wher eas Eart hstone woul d have the burden of persuasion
in 75 and 77? Can anyone advise ne on that?

MR. BRUCE: | guess |'ve never really
put it that way, M. Exam ner, but -- the exam ners
have generally | ooked at these and deci ded who has the
better argunent.

So | guess -- | guess it's probably
proper what you're saying. M. Beck has the burden of
persuasion on his cases, and | have the burden of
persuasi on on m ne.

THE HEARI NG EXAM NER: Ckay. All
ri ght.

M. Beck, how do you feel about that?

MR. BECK: | agree with M. Bruce.

THE HEARI NG EXAM NER:  Wonderful .  So,
M. Beck, do you have a brief opening statenment?

MR. BECK: Yes, M. Hearing Exam ner.
Earthstone is filing conpeting applications with
Mewbourne in these matters. As Mewbourne points out,
previ ously Mewbourne had | ooked to extend the North

Wl son Deep Unit in the Septenber -- or excuse ne --
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in 2020.

I n Decenber of 2020, it agreed with
Eart hstone's predecessor in interest, Chisholm to
renove the sections fromthe expansion of the North
Wl son Deep Unit that it now seeks to drill

And it did that because of Chisholnms
opposition to including these areas in that expansion
of the North W1l son Deep Unit.

Chi shol m opposed t hat expansion for the
exact reason that Earthstone has subm tted conpeting
applications for these wells.

And that is because Earthstone owns
interest in both the east half, east half section 18
and the west half, east half of section 18. Mewbourne
does not own working interests in those sections.

So when the division | ooks at the
wor ki ng i nterest ownership for these conpeting
applications, that's a key factor.

Al so | ooking at the good faith
negotiations, which is a factor in both of the cases
that M. Bruce listed for you, Chisholms opposition
and Mewbourne's agreenent for that opposition factor
into those good faith negotiations.

Al so, when the division is |ooking at

the protection of correlative rights, waste, the
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factors that it |looks at in all applications, should
be notable to the division.

VWhen you're | ooking at the geol ogy of
the two conpeting applications and devel opnent pl ans
t hat Eart hstone, unli ke Mewbourne, is applying for
four wells in the spacing units, whereas Mewbourne is
applying for two wells in the spacing units.

Mewbourne is targeting only the second
Bone Spring sand formation. Earthstone, on the other
hand, is targeting both the first and second sand
formations within the Bone Spring.

The final factor to that is that for
the second sand formation, the Bone Spring,

Eart hstone's application is providing for what's
referred to as a wwne rack formation for the drilling
sections and the testing.

And that's a nore nodern approach to
ensure that the spacing between the wells is further
apart, which allows for a nore efficient and
eventually nore econom cal production fromthese
wel | s.

And so Earthstone will be asking the
division and will show today that its devel opnent plan
I's superior to that of Mewbourne's.

THE HEARI NG EXAM NER:  Okay. Thank
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you, M. Beck.

M. Bruce, do you want to -- your case
in chief?

MR. BRUCE: Yes. What | planned on
doi ng was runni ng through the -- well, first I'll go
exhi bit by exhibit -- | nean, excuse ne -- w tness by

witness. And I'd like to get the pertinent w tness
sworn in as a -- geol ogi st, engineer, or whatever.

And then | would run briefly through
the exhibits and ask sonme followup questions if that
procedure is acceptable to you.

THE HEARI NG EXAM NER: Let me -- before
we get -- | think I1'"d like to get all the w tnesses
sworn in at one tine by the court reporter. But
before we do that, let's tal k about the exhibits for a
nmonment .

Each party has nmultiple exhibits. Let
me take a ook first. Do | have an exhibit list from
you? Let's see. This here is a prehearing statenent.

G ve ne a nonent here. Wat is this?
This is Earthstone's exhibits list. Let's go back

now. Earthstone's anended prehearing statenment.

Okay. This is still Earthstone.
M. Bruce, |'m Il ooking for your exhibit
list. I'msure I'll find it. W have an anended
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prehearing. M. Bruce, on what date did you file your
exhibit list?

MR. BRUCE: Last Thur sday,
m d- af t er noon.

THE HEARI NG EXAM NER: \What was the
date, sir?

MR. BRUCE: What is that? The 14th.

THE HEARI NG EXAM NER:  Ckay. |'m
| ooking. | have all the docunents open here. | have
a prehearing statement fromyou. | don't see your

exhibit list. Can you point it out to nme?

MR. BRUCE: Hold on. | got to get to
my conputer, sir.

THE HEARI NG EXAM NER: Let's take a
five-mnute break. It's 9:45. W're going to cone
back on the record at 9:50 this norning. Thank you.

(OFf the record.)

THE HEARI NG EXAM NER: Sept enber 21st.
We are continuing the contested hearing in 23475,
23477, 23365, and 23366.

M. Bruce, | think |I found your
exhibits. | think I found your exhibits. So |I have a
green cover sheet with Exhibits 1 through 9. |Is that
correct? M. Bruce, are you with us?

Il
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(Exhibit 1 through Exhibit 9 were

mar ked for identification.)

MR. BRUCE: Yes, | am Sorry. Mited
myself. Yes. The green package is the main exhibit
list. And then --

THE HEARI NG EXAM NER: And then | see
additional exhibits filed on the 19th. It |ooks I|ike
Exhi bit 10. Then there's a self-affirm ng statenent
by Nick Stowers, but it doesn't have an exhibit nunber
next to it. And then | have Exhibit 12.

MR. BRUCE: Yeah. The affidavit should
be Exhibit 11. It's marked in the package.

THE HEARI NG EXAM NER: | see. So you
are, what, amending Exhibits 10, 11, and 12 through
this filing?

MR. BRUCE: No. Exhibits 10 and 12 are
new exhibits. And then Exhibit 11, the N ck Stowers
affidavit, that's the rebuttal w tness.

THE HEARI NG EXAM NER: | see. That's
your rebuttal wtness. Ckay. And then we have
another -- filing -- hold on a second. Then we have
another filing on the 20th, which was yesterday, with
t he yell ow cover page.

MR. BRUCE: Yeah --

THE HEARI NG EXAM NER:  -- the colors
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are actually helpful. And it |ooks to ne |ike you are
revi sing Exhibit 2-2.

MR. BRUCE: Yes. Two in each case,
because there was -- we discovered sone m stakes in
the original filing, and so we wanted to correct what
was in there --

THE HEARI NG EXAM NER: Ckay. Well,
let's go to -- | understand. Let's go to M. Beck.

M. Beck, are any of -- do you object
to the adm ssion of any of these exhibits into
evi dence?

MR. BECK: Yes, M. Hearing Exam ner,
as | think you' re probably anticipating fromthe
notion to strike and excl ude.

We do object to the exhibits that were
filed on Tuesday, the 19th, about 4 in the afternoon,
as well as the testinony by M. Stowers, the purported
rebuttal w tness whose testinony was disclosed two
days before. And it's not rebuttal testinony, but
testinony that shoul d've been set forth originally.

W -- don't object to the -- let ne --
| don't want to cut you off. Just to conplete it for
you, we don't object to the admt to 2-2, because |
think that that's probably a closer representation of

the working interests, and is certainly sonething that
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we woul d've anticipated originally being corrected,
whet her now or at a |ater date.

THE HEARI NG EXAM NER: Ckay. So let ne
very clear and specific. Which exhibits are you not
objecting to or are you stipulating to?

MR. BECK: Sure. And let ne make sure
|"ve got it in front of me, as well. It's Exhibits 1
t hrough 9, which were tinely filed under the Court's
pre-hearing order and under the rules applicable to
t hese proceedi ngs.

And we object to Exhibit 10, what |
think is Exhibit 11, but let nme check -- yes. Exhibit
11, and Exhibit 11A and B, and Exhibit 12.

THE HEARI NG EXAM NER:  Ckay. And then
you're not objecting to the revised Exhibits 2-2. Is
that correct?

MR. BECK: That's correct.

THE HEARI NG EXAM NER: All right. Let
me make notes of this. Revised 2-2. Okay. So
Exhibits 1, 2, revised 2-2, 3, 4, 5, 6, 7, 8, and 9
are hereby admtted into evidence by stipul ation.

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

Exhibit 3, Exhibit 4, Exhibit 5,

Exhibit 6, Exhibit 7, Exhibit 8, and

Exhibit 9 were received into evidence.)
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And Exhi bits 10, 11, and 12 are not
admtted into evidence at this tinme. M. Bruce can
attenmpt to lay a foundation and make argunents, but
that's for the future.

So, M. Bruce, do you understand that?

MR. BRUCE: Yes, sir, M. Exam ner.

And | did want to point out one thing. There's
actually been three pre-hearing statenents | fil ed.
One was filed in February of this year when we thought
we were going to hearing. | anended that, and that
one was fil ed.

And we filed Septenmber 14th in the
m d- afternoon. And then the next norning when ny
Wi t nesses saw Earthstone's exhibits, that | filed for
an anended statenent to say that we may file rebuttal
exhibits and -- witness M. Stowers. | just wanted to
get that tinmeline down straight.

THE HEARI NG EXAM NER:  Ckay. I
understand that. So are you -- okay. Well, what |I'm
doing here nowis I'mlooking for the parties -- |I'm
| ooking toward the parties for stipulations on each
ot her's exhibits.

So sonme have been stipul ated to,

M. Bruce, and sone have been objected to.

MR. BRUCE: Ckay.
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THE HEARI NG EXAM NER:  |'ve adm tted

sone into evidence. Sone have not been admt
evi dence at this time. So now, M. Bruce, |’
to turn to you for the sane question.

M. Beck, let me get your exhi

| have a table of contents on page 2 of 150.

ted into

m goi ng

bit |ist.
We have

how many -- |let nme ask you. It |ooks as though you

have Exhibits A B, C, D, and subparts Number
that correct?
MR. BECK: That's correct.
THE HEARI NG EXAM NER: Ckay.

2. S

M. Bruce, do you have the filing that I'"'mreferring

to? It was filed on Septenber 14th.
MR. BRUCE: Yes, | do.
THE HEARI NG EXAM NER:  Okay.

Wonderful. Now before | ask you a question,

M. Bruce, M. Beck, are there any anendnents, or

changes to these exhibits, or did you add any?

MR. BECK: There was an anendnent fil ed

t he next norning, Exhibit -- anmended Exhi bit

C. And

what it added was the resune or CV of M. Nichol as

Goree, which is Exhibit C. It just included
resunme after his direct testinony.

THE HEARI NG EXAM NER:  Okay.

hi s

And

you're marking that as Exhibit C, but | already showed
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that you have, in tab number 4, Exhibit C Ci1, C2, C3,
C4. So you already have an Exhibit C.  So |'m

conf used.
(Exhi bit C and Exhibit Cl1 through G4
were marked for identification.)
MR. BECK: Yeah. So | apol ogize for
that. | probably could ve made it nore clear for you.

Exhibit Cis an eight-paragraph direct testinony from
Ni chol as Gor ee.

THE HEARI NG EXAM NER:  Ckay.

MR. BECK: And then paragraph 4 in
that says -- in the, | guess, the penultimte
sentence, "My resune is attached for the division's
revi ew and consi deration.”

| omtted his resune when | filed it --
for 14. And so the amended Exhibit C, which | filed

in the norning of the 15th, just includes his resune.

THE HEARI NG EXAM NER: | see. So
you --

MR. BECK: Orherwise it's the sane.

THE HEARI NG EXAM NER: Ckay. All
right. | understand now what happened. So you're
amending -- but you didn't mark it -- you didn't mark

Exhi bit C as "Anended Exhibit C " which is what's

confusi ng here.
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MR. BECK: Yeah. | apol ogize
It had a cover page on it.

THE HEARI NG EXAM NER: | see.

MR. BECK: And | shoul d've been nore --

THE HEARI NG EXAM NER: | see

So Exhibit Cis actually an anmended Exhibit C on the

filing fromthe 15th of Septenber. Okay.

So, M. Bruce, | don't know --
have all those documents there?

MR. BRUCE: Yes, | do, sir.

THE HEARI NG EXAM NER:  Ckay.
good. So let's start with Exhibit A Al, 2,

and 6. Do you stipulate to any of those?

(Exhibit A and Exhibit Al through

Exhi bit A6 were marked for

I dentification.)

MR. BRUCE: | have no objection to

Exhibit A and its attachnments. And | have no --

THE HEARI NG EXAM NER:  Ckay.
M. Bruce. Just let's go one step at a tine,
"1l get confused if we don't.

MR. BRUCE: Okay.

THE HEARI NG EXAM NER:  Ckay.
and then we have 1 through 6. They're admtt

evi dence through stipul ati on.

for that.

t now.

do you

Very
3! 41 5!

Hol d on,

because

So A --

ed into
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(Exhibit A and Exhibit Al through

Exhi bit A6 were received into

evi dence.)

Okay. Let's go to Exhibit B.

MR. BRUCE: Okay.

THE HEARI NG EXAM NER: M. Bruce?

MR. BRUCE: Yes. | -- this is the
testinmony of the geologist. And in particular, |
obj ect to the adm ssion of Exhibits B6 through B10,
because they pertain to reservoir engineering, not --

THE HEARI NG EXAM NER:  Ckay.

MR. BRUCE: And I --

THE HEARI NG EXAM NER:  You don't have
to explain to nme, M. Bruce. | just want to hear what
you're going to stipulate to and what you're not going
to. So back to B

MR. BRUCE: Okay.

THE HEARI NG EXAM NER: It sounds |ike
you're stipulating 1 through 5. |Is that correct?

MR. BRUCE: Yeah. Exhi bit B, and then
Bl t hrough BS5.

(Exhibit B and Exhibit Bl through B5

were marked for identification.)

THE HEARI NG EXAM NER:  Perfect. All
right. Good.
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So they are admtted now i nto evidence
by sti pul ation.

(Exhibit B and Exhibit Bl through B5

were received into evidence.)

But we are objecting to 6 through 10
based on the foundation.

MR. BRUCE: Correct.

THE HEARI NG EXAM NER:  So we have a
| ack of foundati on.

Okay. So, M. Beck, you know what the
obj ection is.

Now let's go to C and its subparts,
I ncl udi ng the anended C, the anended direct testinony
of Nichol as Goree.

Are those stipulated to, M. Bruce, or
not ?

MR. BRUCE: Yeah. M. Goree's
testinony and exhibits | have no objection to.

THE HEARI NG EXAM NER: All right. Let
me make not es.

MR. BRUCE: And that would be the
amended stuff filed on Friday, | believe.

THE HEARI NG EXAM NER: Plus 1 through

MR. BRUCE: Correct.
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THE HEARI NG EXAM NER:  All right. So
they are now admtted into evidence by stipul ation.

(Exhibit C and Exhibit Cl through C4

were received into evidence.)

Now we're going to go to D, and then
Its subparts, 1 through 4.

(Exhibit D and Exhibit D1 through

Exhi bit D4 were marked for

i dentification.)

M. Bruce.

MR. BRUCE: \Which other exhibits now?

The --
THE HEARI NG EXAM NER: D as in David.
MR. BRUCE: |I'msorry. | don't have
the -- what are they? | don't have the exact |ist

right in front of ne --

THE HEARI NG EXAM NER: Ckay. Sure. It
says here, "Exhibit D, affirmation of notice, Matthew
Beck." D, notice -- well, let's just wait till the
end -- notice letters, D1. Mailing list receipts, D2.
Affidavit of publication, D3, and supplenental letters
and affidavits of publication D4.

MR. BRUCE: No objection.

THE HEARI NG EXAM NER: COkay. \Very
good.
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So Exhibits D and D1 through 4 are
admtted into evidence by stipulation.

(Exhibit D and Exhibit D1 through

Exhi bit D4 were received into

evi dence.)

Okay. So, M. Bruce, do you have al
your w tnesses here?

MR. BRUCE: Yes, | do.

THE HEARI NG EXAM NER: Okay. Very
good. How many do you have?

MR. BRUCE: | have three w tnesses,
Adri ana Sal gado, | andman, Jordan Carrell,
CA-RRE-L-L, geologist, and then N ck Stowers,
engi neer.

THE HEARI NG EXAM NER: Okay. And Nick
Stowers is the rebuttal witness. |1Is that correct?

MR. BRUCE: Yes.

THE HEARI NG EXAM NER: Ckay. Well
we're going to get themall sworn in.

So | need everyone to turn their
caneras on. So far | have one person with their
camera on.

In the neantinme, M. Beck -- there, we
have another -- there we have all three. Very good.

And, M. Beck --
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Hold on. Hello. ©One nonent.

M. Beck, do you have your w tnesses
avai | abl e?

MR. BECK: Yes, M. Hearing Exam ner.
We have Amanda Redfearn, who is the | andman, Jason
Asnmus, who is the geologist, and Ni cholas Goree, who
I's the petrol eum engi neer. They should be -- their
canmeras here.

THE HEARI NG EXAM NER:  Ckay.
Wonderful. |I'msorry. What did you say about their
canmer as?

MR. BECK: They shoul d be activating
their cameras now --

THE HEARI NG EXAM NER: | see --

MR. BECK: Yeah.

THE HEARI NG EXAM NER: Ckay. | know - -

MR. BECK: Ms. Redfearn is --

THE HEARI NG EXAM NER: | think we're
m ssing one; right?

MR. BECK: Yeah. M. Goree should be
com ng on just nonentarily here.

MR. GOREE: | know. I'msorry. There
you go.

THE HEARI NG EXAM NER: There we go.

Thank you, sir.
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OCkay. Let's have everyone raise their
ri ght hand.
VWHEREUPOQN,
ADRI ANA SALGADG,
call ed as a witness 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:
VWHEREUPOQN,
JORDAN CARRELL,
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:
VWHEREUPOQON,
NI CK STONERS,
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:
VWHEREUPOQN,
AMANDA REDFEARN,
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:
VWHEREUPOQN,
JASON ASMUS,

call ed as a witness and having been first duly sworn
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to tell the truth, the whole truth, and nothing but
the truth, was exam ned and testified as foll ows:

THE HEARI NG EXAM NER:  All right. The
only person I'mnot sure | heard fromwas M. Goree.

Did you affirnf
VWHEREUPON,

NI CHOLAS GOREE,
call ed as a witness 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 follows:

THE HEARI NG EXAM NER:  You do. Ckay.
Wonder f ul .

May the record reflect that all the
w tnesses have affirmed to tell the truth and are
under oath at this point.

So, M. Bruce, you're putting on your
case first, your case in chief first. And then, of
course, it'll turn to M. Beck for his case in chief.

So, M. Bruce, please proceed.

MR. BRUCE: Ckay. M. Exam ner, first
| would go to the |Iandman, Adriana Sal gado. She's
been sworn in. Her exhibit with nunber 2 states her
experience. And | would ask that she be admtted as
an expert -- be qualified as an expert petroleum

| andman.
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THE HEARI NG EXAM NER:  Ckay.

And, M. Beck, | know you didn't object
to the exhibit, but do you object to her being
qualified as a expert?

MR. BECK: No.

THE HEARI NG EXAM NER: Ckay. Very
good.

M. Bruce, please proceed. She is
adm tted as an expert.

DI RECT EXAM NATI ON
BY MR. BRUCE:

Q Okay. Ms. Sal gado, the section 7 |ands here
today in all four cases are in the North WI son Deep
Unit. Is that correct?

A I'"'msorry. | couldn't hear you. Could you
repeat, please?

Q Yeah. The section 7 lands that all four
cases are involved in today, those are lands within
the North WIlson Deep Unit. |s that correct?

A Yes, sir.

Q And that is -- virtual connectivity
I nterruption --

THE HEARI NG EXAM NER: M. Bruce, your
connection is not good. And if we're going to proceed

with the case in chief, we have to have a cl ear
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connecti on.

MR. BRUCE: Can you hear ne better now?

THE HEARI NG EXAM NER:  Yes, | can.

Yes. But -- we couldn't before, and your w tness
couldn't understand you, and |'m sure the court
reporter couldn't either.

MR. BRUCE: Okay. Well, | was hearing
sonme interference on the line, and that wasn't here,
because this roomis pretty silent. So anyway, let ne
nove forward.

THE HEARI NG EXAM NER: Pl ease.

BY MR. BRUCE:

Q Ms. Sal gado, the Deep Unit, or the unit,
"1l just call it, that's 100 percent State of New
Mexi co | and; correct?

A Correct.

Q And when did you start trying to put
together the unit, and when did we get unit approval ?

A | began working on the North WIson Deep
State Unit expansion in 2020. W filed an application
I n 2020, and we received final approval in the m ddle
of 2021.

Q And then did shortly after that Mewbourne
commence the process of getting wells drilled within

the unit?
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A Yes, sir. W have so far drilled four unit
wells to date.

Q And did all of those well units have to be
force pool ed, because of uncommtted m neral interest
within the unit area boundary?

A Yes, sir, they did.

Q Okay. Now under the unit agreenent, what is
the drilling obligations that the state |and office --
go ahead.

A -- the drilling conmtnment of 14 wells in
the first five years, and the unit will contract to
produci ng drill blocks after 10 years. Therefore, we
need to drill.

Q Okay. And Mewbourne has sole right to
operate within the exterior boundaries of the unit.
Does it not?

A Yes, sir. Mewbourne is the designated unit
oper at or .

Q Okay. And section 18 clearly is not in the
unit.

A Correct.

Q And we'll get into sonme other things with
the other wi tnesses, but this |land forned by
Eart hstone, section 18, they own a large interest in

section 18 that's set forth in your |and exhibits.
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A Yes, sir. That's correct.

Q Who originally -- who was the original
I nterest owner?

A Chi shol m -- Energy -- Chishol m Energy
Oper ati ng.

Q And at one tinme, could Earthstone have
drilled fromsection 18 south into section 19 if it
wanted 2-mle lateral ?

A Correct. \When we negoti ated or when |
negoti ated with Chisholmto renove the east half of
that section 18 fromthe proposed unit, they asked us
to do that. W agreed to it.

They sinply did not want to spread their
I nterest throughout the entire unit, because they had
a |larger working interest in that tract, in the east
hal f of section 18.

At the tinme that we negotiated, section 19
to the south of section 18 had not been drilled upon
yet .

Since then, things have changed in that
area, so it's kind of boxed Earthstone and ot her
parties into that section 18. So they could have
possibly drilled there, |like, a year ago, but never
attenpted to do that.

Q Okay. And now if they want to drill 2-mle
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| aterals in the east half of section, including the
east half of section 18, they would have to go north
into the unit area; correct?
A Correct.
MR. BRUCE: Ckay. M. Exam ner, there

THE HEARI NG EXAM NER: " mwaiting for
you, M. Bruce.

MR. BRUCE: Yes. | know, sir. | just
wanted to get the correct rule. NMAC 19.15.16. 15. B6.

THE HEARI NG EXAM NER: Ckay. Hold on.

MR. BRUCE: Yes, sir.

THE HEARI NG EXAM NER: Hold on. |
wasn't prepared to have to | ook up a rule, so give ne
a mnute. |'mnot famliar with every rule yet. One
nmonment, pl ease.

MR. BRUCE: Sure.

THE HEARI NG EXAM NER: Ckay. And what
are you relying on this rule for?

MR. BRUCE: M. Examner, in part it
says that no horizontal spacing unit may be desi gnated
that lies partly within and partly outside of a state
exploratory unit, which is what the North W1 son Deep
Unit is, or the federal exploratory unit if the

hori zontal spacing unit includes state trust | ands
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W thout the witten consent of the conm ssioner of
public | ands.
BY MR. BRUCE:
Q Ms. Sal gado, does Mewbourne have that
support fromthe state | and office?
A Yes.
THE HEARI NG EXAM NER: We coul dn't hear
you, ma'am - -
THE W TNESS: Yes, sir. W do.
THE HEARI NG EXAM NER: Good. Pl ease
speak up, Ms. --
BY MR. BRUCE:
Q And is that narked Exhibit 4 in the exhibit
package?
A Yes, sSir.
Q Ckay. To the best of your know edge, does
Eart hstone have a sim | ar approval fromthe state | and
of fice?
A To the best of ny know edge, they do not.
Q Ckay. Just a couple nore questions,
Ms. Sal gado. Another thing regarding your revised
tract ownership list, they show that Mewbourne has
about 28 1/2 percent interest in each well unit. Does
it have support via a joint operating agreenment from

ot her interest owners?
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A Yes, sir, we do. Currently, with -- sorry.
Go ahead.
Q Go ahead.
A | was just going to state currently with the
| etter of support from Devon Energy, we have a total
of about 72 percent approval of working interest
owners to drill these wells.
Q Okay. And --
THE HEARI NG EXAM NER: M. Bruce.
MR. BRUCE: Yes?
THE HEARI NG EXAM NER: M. Bruce, |'m
confused about Exhibit 4. | thought Exhibit 4 was the

state |l and office support.

MR. BRUCE: Oh, I'msorry, sir. | was
nmoving forward after that. Yeah. You'll see at the
bottom of the letter -- or not the bottom-- toward

the end of the email where M. Dawson, who is a
| ongti me enpl oyee not only of the state | and office,
but the oil conservation division, he does give
approval for Mewbourne to drill

THE HEARI NG EXAM NER: Ckay. |
understand. That's Exhibit 3, though. That's why I

was conf used.

MR. BRUCE: Oh, Exhibit 3. | amsorry,
sir. I'mlooking at -- | was |ooking at letter 4,
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which is the letter of support from Devon.
THE HEARI NG EXAM NER:  Yes, | know. |
understand. Okay. |'mclear now. | understand.
Pl ease proceed wth your exam nation of this w tness.
MR. BRUCE: Okay.
BY MR. BRUCE:

Q Now your Exhibit 2-2 is the tract ownership
list. They list all the working interest owners in
these two wells. Do they not?

A Yes, sir.

Q And then the asterisk by certain conpanies,
those are the parties who need to be pool ed.

A Correct.

Q Now t here's Earthstone, Oxy USA, MRC
Perm an, and Oxy USA WIP. There is al so Devon Energy
needs to be pooled. And so this is the correct thing.
The letter of support from Devon supporting
Mewbour ne' s proposal over Earthstone's is marked
Exhibit 4. 1Is it not?

A That's correct.

Q Now tell nme a little bit about Devon, that
they own interest inside the unit area, but | don't
know if all or nobst of them are uncommtted. They own
various mneral interests or working interests in

vari ous tracts. Is that a fair statenment?
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A Yes, sir. Devon has participated in our
first four wells. W have pooling order. Their
preference is just to be pooled into elect under a
pooling order. So yes, sir, they -- they do own
their --

Q So even though they haven't signed a JOA,

t hey are supporting Mewbourne in its application.

A That is correct. They have stated that they

woul d prefer to drill 2-mle laterals instead of being

confined to 1 mile.

Q They have a pretty large interest in section
18. Is that where their interest ownership arises?
A Yes, sir. That is correct.

Q Okay. One thing that cane up in
Eart hstone's testinony was the surface use. Does
Mewbour ne have a surface use agreenent with the
surface owner?

A Yes, sir. W do. There are no surface
| ssues affecting Mewbourne.

Q And agai n, what was that rough interest with
Devon's approval ? How nuch support do you have for
drilling your wells, percentage-worth -- support?

A That's approximately 72 percent.

Q And then one -- matter is -- |'ve marked it

Exhi bit 10. It's a letter between Mewbour ne and
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Chi sholm What does that -- it's dated Decenber 1,
2020. What does that letter state?

(Mewbour ne Exhibit 10 was marked for

I dentification.)

THE HEARI NG EXAM NER: Hol d on. That
|l etter is not in evidence, so you're going to need to
present a foundation for that letter to conme in, and
we're going to let M. Beck object and nake an
argument. So let's slow down here on Exhibit 10.

Pl ease proceed.
BY MR. BRUCE:

Q First of all 1'Il just ask, Ms. Sal gado, who
is this letter agreenent between?

A This letter agreenment is between Chisholm
Energy Operating, LLC, Chisholm Energy Hol di ngs, LLC,
and Mewbourne QG| Conpany.

Q And were you responsi ble for negotiating
this letter agreenment?

A Yes, sir.

Q And so did you essentially draft this
letter?

A Yes, sir.

Q And | think you just said it had agreed to
exclude certain tracts fromthe North WIson Deep

Unit. Does it say any -- are there any other
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agreenments in this letter other than those specific
excluding the tracts?

A Chi shol m agreed to commt to participate in
t he expansion of the North WI|son Deep State Unit once
those tracts were renoved. That's all.

Q Ckay. The interests that did commt to the
unit, are they fairly small interests conpared to its
roughly 50 percent interest in section 187

A That is correct.

Q And because they had a large interest in
section 18, did they want to keep that excluded from
the unit?

A That is correct. They didn't want to dilute
their interest.

MR. BRUCE: Ckay. M. Exam ner, | nove
the adm ssion of Exhibit 10 -- Mewbourne Exhibit 10.
THE HEARI NG EXAM NER: M. Beck?
MR. BECK: Yeah. May | voir dire the
witness for just a mnute on a couple of these issues?
THE HEARI NG EXAM NER: Pl ease do.
MR. BECK: Thank you.
EXAM NATI ON
BY MR. BECK:
Q Ms. Sal gado, did you ever read Mewbourne's

notion to dism ss Earthstone's applications in these
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proceedi ngs?

THE HEARI NG EXAM NER:  We can't hear
you, Ms. Sal gado. Can you speak | ouder?

THE W TNESS: Yes, sir.
BY MR, BECK:

Q Do you need ne to ask the question again,
Ms. Sal gado?

A No, sir.

Q Did you ever --

A | -- | responded with a "Yes, sir."

Q You did read that. Did you read
Eart hstone's response to the notion to dismss in
April of this year?

A | -- 1 did, sir. | can't tell you if | have
that -- if | remenber everything that it said, but
yes, Sir.

Q Do you renmenber that it talked a | ot about
t he agreenment between Chi shol m and Mewbourne regardi ng
excl usi on of section 18 fromthe expansi on of the
North W1 son Deep Unit?

A Yes, sSir.

Q And when did you sign this letter from
Mewbour ne that's marked Exhibit 107?

A Sorry. Could you --

Q Yeah. | assune that -- you said you drafted
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this letter that's Exhibit 10; right?
THE HEARI NG EXAM NER: Ms. Sal gado, we
can't hear you and neither can the court reporter.
THE W TNESS: Yes, sir.

BY MR, BECK

Q So when did you find this docunent that's
Exhibit 10 to be marked for this hearing?

A When did | sign it or find it? | can't hear
you. |'msorry.

Q Find, F-1-N-D.

A It's been in our file, sir. | don't
remenber the exact date.

Q You think it was in your files in April or
May of this year?

A Yes, sSir.

Q But you didn't provide it to the Court when
It was deciding the notion to dism ss that was going
to dism ss these applications for Earthstone. You
didn't provide it to the hearing officer or the
di vision then, did you?

A Correct.

Q Why not? Did you answer that? You nust've
cut out.
A | said | don't know how to answer that.
Q And according to you, in exchange for
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signing this letter, Chisholmagreed to participate in
the North WIson Deep Unit expansion that was in front
of the division in Decenber 2020; right?

A That's correct.

Q And that interest of Chisholmyou knowis
now with Earthstone; right, as the successor in
i nterest of Chisholms interest in the North WIson
Deep Unit?

A That is correct.

Q But Mewbourne did not provide this signed
| etter purporting to be signed by Chisholmin this
matter until two days ago; right?

A That is correct.

Q And do you know sitting here today that
Eart hstone's only ability to file any kind of response
to this letter under the rules of the division, as
stated in the prehearing order, would ve been a week

ago today?

A That is correct, sir.
Q Did you -- so you knew that our only
chance -- Earthstone's only chance to respond to this

in witing woul d've been a week ago today; right?
Your sound is cutting out. | saw your |lips nove, but
| don't know the court reporter would be able to read

lips as well as nine.
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A l'"msorry. Yes.

MR. BECK: That's all | have,
M. Hearing Exam ner. Thank you.

THE HEARI NG EXAM NER: M. Beck, |
appreciate that the voir dire is finished. But do you
mai ntai n your objection? Do you want to make an
argument about it? What do you want to do?

MR. BECK: Yes, Your Honor. Yeah.

Eart hstone nmaintains its objection. | understand your
position as the hearing officer. This letter is news
to Earthstone.

It apparently -- | would expect it's
news to the division, considering that the division

directly addressed this issue on the notion to

di sm ss.

And it was not as if -- | nean,
everything in those briefings -- granted, | did not
argue it. | didn't draft those briefings. But

everything in those briefs was directed at this
agreenent .

And then not only was it not filed what
I's now over four nonths ago or three nonths ago before
the division issued the order, not only was it not
timely filed last Thursday -- and perhaps we coul d' ve

done sonet hing about it, but it wasn't filed until two
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days ago.

So | think it should be excl uded.
Eart hst one has not had the opportunity to talk to
anyone who is a signatory to this. W didn't know who
prepared it until a few nonents ago.

And so that's the reason Earthstone
believes it should be excluded fromthis hearing and
fromthe division's consideration.

THE HEARI NG EXAM NER:  Thank you,

M. Beck.

M. Bruce?

MR. BRUCE: M. Exam ner, she has
testified to its authenticity. And there's two
things. That in the letter there's nothing agreeing
not to pool certain acres.

The other thing, it's been stated on
the order -- or in the order approving the expansion
of the unit area, which was issued two years ago, and
it was in the testinmony that Chishol masked Mewbour ne
to exclude the acreage described in Exhibit 10 from
the unit, and Mewbourne said, "Yes." Period.

That's all that was ever said at the
comm ssion hearing -- or at the division hearing.
don't know what there is. | nean, that's -- and |

t hought this was a dead issue, and | didn't know
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anyt hing about it until | saw their pre-hearing
statenents | ate Thursday night.

So | think it's perfectly acceptable.
And going along with the idea that you should let in
all relevant evidence.

And the thing that | find amazing is
what they're saying is that there's an agreenent that
Mewbour ne cannot drill into section 18, but they're
saying that they can drill into Mewbourne's operated
acreage in section 7. That sinply doesn't make sense.

THE HEARI NG EXAM NER: M. Bruce, we're
getting off the subject here. M. Beck is arguing
that this letter should have been produced -- this
exhi bit shoul d' ve been produced tinely. And he's
arguing that it was not produced tinely.

" mnot quite sure what your argunent
Is. | do see what the -- | do see that this was dated
Decenber 1, 2020. Your witness stated she drafted
this letter.

So |I''m not understanding why this
wasn't produced in a tinmely fashion. Can you directly
answer that question?

MR. BRUCE: | didn't -- all | knowis
when the unit area was forned, | was the attorney for

Mewbourne in that case, and | never saw the letter. |
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just was told that Mewbourne agreed to exclude this
acreage. | had to go anmend the application --
actually, dism ss one application and file another.

And | think there was another entity
who asked for sone acreage to be deleted. And that
was done. That's all | knew about it.

And it really just mrrors what was
known to Chi shol myears ago. And Earthstone is the
one who bought Chisholm They ought to know about it.
| don't see the big issue.

THE HEARI NG EXAM NER: But, M. Bruce,
the rules here are very specific about exhibits and
when they need to be filed. This is late filed. And
unl ess you have a good reason, |'mgoing to sustain
t he objection and not admt Exhibit 10.

MR. BRUCE:. Well, | think you said at
t he begi nning that, you know, that these hearings
are -- the evidentiary part of the hearing is formal.
And | would just rely on that.

But Ms. Salgado -- | can ask their
W t ness about it, but | would just say it's been
conmmon practice just to file exhibits as you get them
and -- but 1'lIl agree with whatever you say,

M . Exam ner.

THE HEARI NG EXAM NER:  Okay. Thank
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you, sir. |'mnot aware of what common practice was
before | got here, but as a trial attorney and as
soneone who can read these rules and interpret the
rul es, you though there's such a thing as fair play
and not, you know, unnecessarily surprising your
opponent .

And | feel like this exhibit was not
timely filed, and there's no good reason to let it in
at this point.

So Exhibit 10 is excluded from evi dence
at this point.

So, M. Beck, you voir dired this
witness. Now | believe this is your opportunity for
cross-exam nation of this wtness.

MR. BECK: Yeah. | don't know if
M. Bruce has nore with her, M. Hearing Exam ner. I
don't know that he was finished. And so I'l]|
reserve --

MR. BRUCE: Just one follow up
question. Thank you, M. Beck.

DI RECT EXAM NATI ON
BY MR. BRUCE:
Q Ms. Sal gado, do you know or are you aware of
any agreenment with either Chisholmor Earthstone,

verbal or witten, never to pool the east half of
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section 18?
A | am not.
MR. BRUCE: Thank you.
THE HEARI NG EXAM NER: M. Beck?
MR. BECK: Thank you, M. Hearing
O ficer.
CROSS- EXAM NATI ON
BY MR BECK
Q Ms. Sal gado, | want to talk to you and nake,
first of all, clear, when you said that all of the
acreage in Mewbourne's applications here is part of
the Northwest Deep Unit, that's not accurate, is it?
A The east half of section 18 is not part of
the unit.
Q And that east half of section 18 is included
in the application for the division; correct?
A Correct.
Q Ri ght ?
A Correct.
Q | want to direct your attention to Exhibit 3
I n Mewbourne's application exhibits, which is the
| etter you were referring to earlier -- excuse ne --
the email you referred to earlier fromthe state | and
office. Do you have that in front of you?

A Yes.
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VR. BECK: And | don't know i

show ng up on your conputer, but | brought i

front of mne. Are you seeing that, M. Hearing

O ficer?
THE HEARI NG EXAM NER: | am

BY MR. BECK:

Q It looks to nme |ike, Ms. Salgado, this is an
emai | from Scott Dawson to you. |Is that right?

A Yes.

Q Now this says -- the subject line is "EXT RE
North W1l son Deep Unit"; right?

A Ri ght .

Q So this was an email from M. Dawson in
response to sonething that you provided.

A Yes.

Q Do you still have a copy of whatever you
provi ded hi nf?

A Not -- | don't have it in front of ne.

Q Well, since we don't have that, nmaybe we can

just look at this a little bit nore closely.

It looks like in the first paragraph there,

t he second sentence, he's providing you his

under st andi ng, which says that Earthstone is not a

part of the unit agreenent; therefore, they

drill into or beneath the North WIson Deep

f it's

t up in

cannot

Unit."
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Is that what -- that's what that says right
there in Exhibit 3; right?

A Yes.

Q But that's not correct.

A No.

Q Correct is that Earthstone actually is a

part of the North WIlson Deep Unit; right?

A That is correct. And | have spoken to him
since then. He understands that.

Q Ckay. And in this letter, further down he
says that "We," neaning the state |l and office,
"Di scourages fromdrilling across unit boundaries, but
under st and and agree to Mewbourne's request for doing
so in this case.”" That's what he said; right?

A Correct.

Q So even though they generally discourage it,
because they thought at that tinme, at |east, that
Eart hstone was part of the unit agreenment, that they
wer e approvi ng your request?

A I'"'m-- | don't understand your statenent or
your questi on.

Q So even though we agreed the state | and
of fice generally discourages drilling across unit
boundari es, but they approved your request here to

drill across the North W son Deep Unit boundary based
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on their understandi ng that Earthstone wasn't part of
t hat agreenent; right?

A | -- | cannot speak on behalf of the state,
sir.

Q Now | ' m showi ng you what's marked as --
let's see here. This is Exhibit 1. And what we
tal ked to earlier about -- this is Earthstone's

response to Mewbourne's notion to dism ss these

applications. Do you see that email in front of you?
A | see it.
Q And this is an email from Amanda Redfearn.

You know who Amanda Redfearn is; right?

A Yes -- yes.

Q She's the | andman for Earthstone in these
applications; right? And this is an email fromher to
Scott Dawson at the state land office; right? Can you
say that one nore tinme?

A Yes.

Q Okay. And you' ve seen this before, because
when Ms. Redfearn wote this email to the state | and
office, she carbon-copied it to you; right?

A Yes.

Q You didn't include Amanda Redfearn or anyone
from Eart hstone on your correspondence with the state

| and office. Did you?
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A No.

Q And in this email that you were copied on,
Ms. Redfearn asked the state |land office to hold back
on its approval of your application for this or
Eart hstone's application if it's granted these pooling
orders to approve of either of those for drilling

these wells in front of the division today; right?

A It's really small, sir. | can't read it.
Q See if | can fix it up for you. | don't
know i f | can.

' mreading the | ast paragraph, the | ast
sentence -- or excuse ne -- the penultimte paragraph,
the | ast sentence there, that says, "W respectfully
ask that you and the SLO reserve judgnment with halting
a position in this controversy until the parties have
had the opportunity to present their positions to the
OCD." Is that right?

A That -- that's what it says.

Q Okay. And to your know edge has the state
| and office told Earthstone that it won't approve
their application with the division, grant speed
applications today?

A Sir, | can't speak on behalf of the state.

Q ' mnot asking you to. |'masking you to

testify whether the state |and office has told you
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that it wll take a position on whether it wll grant
Earthstone the ability to drill these wells if the
division grants its application today.

A Al'l | have is the letter that they sent ne

or the email that they sent ne. That's what | have.

Q Meani ng what we just | ooked at
I n Mewbourne's application, that enmail.

A Yes, sir.

as Exhibit 3

Q You have no ot her communi cations fromthe

state land office about Earthstone's applications

today other than that email that's Exhibit 3?

A No.
MR. BECK: |'m now show ng you what's
exhibit -- this is the original Exhibit 2-2. | just
want to point out -- well, hold on. This is going to

confuse everybody, since we haven't updated 2.2. G ve

me one second here.

THE HEARI NG EXAM NER: M.

want to take a five-m nute break?

MR. BECK: W can, but I

Beck, do you

mpulling it

"mfine

don't want to

up right now, if we don't need to. So |
just --
THE HEARI NG EXAM NER:  Ckay.
MR. BECK: All right.
sl ow you down, but | can pull it up.
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BY MR BECK:

Q Showi ng you a notice of filing additional
exhibits that was filed last night. This is Exhibit
2-2. | was correct. But let's |ook at this.

When | | ook at the updated revised Exhibit
2-2 here, and it's providing a | easehol d percent age
interest in tract ownership for the North WIson Deep
Unit 8H Do you see that in front of you?

A Yes.

Q And this exhibit was prepared by you, |
assunme. |Is that right?

A Yes.

Q Then I'm | ooking at what's the third page in
this exhibit. It's |abeled as page 1 for the -- |
guess this is for the North Wl son Deep Unit, nunber

9H. Do you see that in front of you?

A Yes.
Q You prepared this, as well?
A Yes.

Q Now | want to show you Exhibit A2 from
Eart hstone's application.
And if we | ook at the working interest
owners on page 2 of Exhibit Al -- or excuse ne --
Exhi bit A2 for tract ownership, it reflects that there

are unconmtted working interest owners Devon, Tinothy
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R. MacDonal d, Maverick G| and Gas Corporation
hi ghlighted in green. Do you see that?

A Yes.

Q | did not see anywhere in Mewbourne's
application that Mewbourne reflected Tinothy R
MacDonal d or Maverick G| and Gas Corporation as
wor king interest owers in the |lands to be pool ed
here. |Is that right?

A That's correct. That has since been
corrected, and we have proposed to those parti es.

Q And where would | find that in Mewbourne's
exhi bits pre-hearing packet here today?

A [t's not submtted.

Q Ckay. And nowhere in Mewbourne's exhibits
or pre-hearing packet does it reflect that any notice
of these applications was presented to those two
parties, Tinmothy R MacDonald or Maverick G| and Gas
Corporation; right?

A Ri ght .

Q But | guess it's your position today that
t hey were provided notice.

A They' ve been proposed.

When did that happen?

-- virtual connectivity interruption --

O » O

| couldn't hear you.
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A Thi s week.

Q This week that happened?

A Yes, sir.

Q And was that -- |et nme ask, did Mewbour ne
provi de those parties notice based on seeing
Eart hstone's preapplication or pre-hearing packet that
I ncl uded them as working interest owners?

A Based on a review of the internal takeoff.

Q The internal takeoff to Mewbourne?

A [ No audi bl e response. ]

Q | saw you nod, but for sonme reason we're
havi ng troubl e picking you up.

A Yes -- yes, sir.

Q And when was that takeoff?

A It's been an ongoi ng takeoff, sir, that we
revi ew.
Q And so sonetine this week during this

ongoi ng ki ckoff you saw that Tinmpthy R MacDonal d and
Maverick O | and Gas Corporation were working interest

owners, and you then provided them notice sonetinme

this week. Is that right?
A Yes, sir.
Q And so do you agree with nme when we're

| ooki ng at the second page of Earthstone's Exhibit A2,
which reflects Tinothy R MacDonal d and Maverick QO |
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and Gas Corporation as working interest owners, that
I's nore accurate than what we see on the first page as
Exhibit 2-2 to the North WIlson Deep Unit, which does
not reflect themas owners. You agree with nme?

A Yes.

Q And al so here on the first page of Exhibit
2-2 in the application for the North WIson Deep Unit
H it reflects that Mewbourne G| Conpany is a working
i nterest owner for the west half, east half of section

18. That's not accurate, is Iit?

A Those are bl ended nunbers, sir.
Q What does that nean?
A l"msorry. | can't -- you're tal king about

Exhi bit 2-2, the new one, or the one you' re | ooking
at ?

Q The one I'm Il ooking at. The new one does
not have this first page, the section plat; right?

A Ri ght .

Q | don't know if you knew that. And so when
" m1looking at the section plat fromthe origi nal
exhibits and it says that Mewbourne O | Conpany has a
working interest in the west half, east half of
section 18, that's not accurate?

A That's not accurate.

Q When you testified on direct exam nation a
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m nute ago that with Devon Energy you have

approxi mately 72 percent of support of the

drill wells or something along those |ines, that
calculation didn't include Tinothy MacDonal d and
Maverick Ol and Gas's interests, did it?

A Yes. Their -- their percentages are so
smal |, we just carry them

Q So | guess that's a different answer than
the question that | asked. The question | asked is
when you cal cul ated that 72 percent nunber, did that
i ncl ude --

A Yes -- yes, sir.

Q -- Tinmothy MacDonal d's and Maverick G| and
Gas's interests? | didn't catch your answer.

A Yes, sSir.

Q Ckay. Have they agreed to participate in

the wells or are they being force pool ed by Mewbourne

her e?

A They have not agreed yet.

Q You tal ked about the surface use for

Mewbourne and its application proposal. Do you

remenber that?

A Yes.

Q Let me ask if Earthstone -- or excuse me --

i f Mewbourne is successful in these applications,

approval to
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Mewbourne wi Il have to traverse off the path and
across different sections in the |land, for exanple,
section 17, to reach these wells. Is that true?

A ' mgoing to defer those questions to ny
geol ogi st or engi neer.

Q Okay. So if | asked you whet her physical
di sturbance would be made to the land if these
applications are granted, you wouldn't know the answer
to that?

A Yeah. 1'mgoing to defer those questions to
t he geol ogi st or engi neer.

MR. BECK: Ckay. That's all the
guestions that | have for you, Ms. Sal gado. Thank you
for your tine.

MR. BRUCE: M. Exam ner?

THE HEARI NG EXAM NER: M. Lowe, do you
have any questions for this wtness?

MR. LOWE: Yes. Good norning. | just
have a few questi ons.

Good norning, M. Sal gado.

THE W TNESS: Good nor ni ng.

MR. LOWE: | just need to reassure that
| even heard it correctly. You were sworn in as a
| andman for the conpany. |s that correct?

THE W TNESS: Yes, sir.
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MR. LOWE: Ckay. Just want to reassure
that on ny side.

From what was stated -- well, what was
presented to far, as | understand it, there were two
parties that were not initially noticed, but |ater on
I n the process of what you all were doing, you
realized that, and you noticed those individuals this
week. |s that correct?

THE W TNESS: Yes, sir. W -- yes,
sir. That's correct.

MR. LOWE: Okay. And those two
parties, | guess fromwhat |'ve been hearing, is

Ti ot hy MacDonal d and Maverick Ol and Gas. |s that

right?

THE W TNESS: Yes, sir.

MR. LOWE: So as that canme about, you
did provide that, | guess, exhibit to the OCD, as
well, or are you going to?

THE WTNESS: | can. |t was not
I ncl uded, but | can send that.

MR. LONE: Okay. And I think |I heard
you say that these two parties were a snall
percentage. Do you happen to have the -- do you know
t he amount - -

THE W TNESS: Sure. The percentage
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that we show in each well for Maverick Ol and Gas is
0. 010417 percent, and the percentage we show for Tim
MacDonal d i n each well proposed was 0.03125.

THE HEARI NG EXAM NER: Ms. Sal gado, are
you taking this information froman exhibit?

THE WTNESS: I'mtaking it from --
yes, sir, ny personal --

THE HEARI NG EXAM NER: |'m asking are
you taking this information fromany --

THE WTNESS: Oh, I'msorry -- sorry.
No, sir. We did not submt this in an exhibit.

THE HEARI NG EXAM NER:  Ckay. |'m going
to give --

M. Lowe, when you're done, |'m going
to give M. Beck a chance to cross-exam ne her on that
poi nt .

MR. LOWE: Ckay.

Also, in reference to the subject
matter pertaining to the state land office, that ennil
t hat was presented by M. -- | forgot your nane,
sir --

MR. BECK: Beck. That's all right.

MR. LONE: M. Beck. Was that an
exhibit in any of the cases here, as well?

THE W TNESS: Yes, sir.
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MR. LOWNE: Ckay. And that whole
subj ect pertained to the unit and exclusion are the
subj ect matter pertaining to the east half of section
18; right? But that was resol ved. I s that what |
heard of the subject matter?

THE W TNESS: No, sir.

MR. LONE: | couldn't hear what you
st at ed.

THE W TNESS: No, sir. That -- that
was not what that was.

MR. LOWE: Okay. Well, let's see here.
| think those are the questions |I have for now.

THE HEARI NG EXAM NER:  Ckay. Thank
you, M. Lowe.

M. Beck, did you want to cross-exam ne
on that point or not? I'mnot sure if you' re nuted,
sir.

MR. BECK: Thank you, M. Hearing
Oficer.

BY MR. BECK:

Q Ms. Sal gado, the docunent that you're
| ooking at to get the working interest cal cul ations
for Maverick and Tim MacDonal d, have you conpared that
with what's in Exhibits -- or excuse ne -- what's in

Exhibit A2 in Earthstone's application?
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A No.
Q And so you woul dn't know whet her what's
reflected in Earthstone's application is the sanme

percentage interest as you're cal culating on behal f of

Mewbour ne?
A No.
Q I f you know, how did you find that

percentage i nterest that Mewbourne cal cul ated for

Maveri ck and Ti m MacDonal d?

A Are you asking for a fornula?

Q ' masking if you know - -

A No, sir. | don't --

Q -- Mewbourne cal cul ated --

A | don't have those notes in front of ne.

MR. BECK: All right. That's all the
guestions | have, M. Hearing Exam ner. Thank you.

THE HEARI NG EXAM NER:  Ckay.

M. Bruce, do you have redirect on the
Cross-exam nati on questions?

MR. BRUCE: Yeah. Just a couple
gquestions. Thank you, M. Exam ner.

REDI RECT EXAM NATI ON
BY MR. BRUCE:
Q Ms. Sal gado, | jotted the nunbers down, but

| didn't quite get them accurate. But if you're
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| ooki ng at the MacDonal d and the Maverick nunbers that
you gave a verbal answer to, that totals up to about
maybe a little nmore than 0.04 percent interest in each
well unit?

A That's correct.

Q And if you can | ook at Exhibit A2, second
page, |'ll represent to you that the conbined
MacDonal d and Maverick working interest that
Eart hstone sets out cones to a |little about 0.03
percent interest.

So the nunbers are not significant. Are

t hey?

A No.

Q And what ever nunber is used, yours or
theirs, with Devon's support, you still have 72
percent approval of Mewbourne's proposals. Is that a

fair statenment?
A Yes, sir. That's approximte. Yes.

MR. BRUCE: Okay. Let nme just check
for a second here, M. Exan ner. Bel i eve |' m done.
One final question.

BY MR. BRUCE:
Q You were asked about Earthstone's email to
Scott Dawson at the land office. After that, did the

| and office ever retract Mewbourne's approval, which

Page 133

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



© 00 N oo o b~ W N B

N N N NN NN B B P PR R R R
o A~ W N P O © 0O N OO o1~ W N+, O

I s Mewbourne's Exhibit 37
A No.

MR. BRUCE: Thank you.

That's all | have, M. Exan ner.

THE HEARI NG EXAM NER: Ckay. M. Beck,
I's there any cross-exanm nation on the redirect?

MR. BECK: No. Thank you.

THE HEARI NG EXAM NER:  Ckay.

Let's take a break. Let's take a --
it's 11:04. Let's take a break to 11: 10, and we'l|
conme back with your next w tness, M. Bruce.

MR. BRUCE: Thank you.

THE HEARI NG EXAM NER:  Thank you.

(OFf the record.)

THE HEARI NG EXAM NER:  On the record.

M. Bruce, do you want to call your

second wi tness?

MR. BRUCE: | will, M. Exam ner. Let
me grab nmy exhibits. Okay. | call Jordan Carrell.
And his affidavit is -- or self-affirmstatenent is

Exhibit 5. And he's previously testified numerous
times before the division.

| would submit himas a qualified
expert petrol eum geol ogi st wi t hout objection.

THE HEARI NG EXAM NER:  Okay.
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M. Beck?

MR. BECK: | seemto be having sone
trouble with my canmera. | mght stop it for a second.
l'"mstill here audibly, and | don't have any

obj ecti ons.
THE HEARI NG EXAM NER: Very good.
M. Carrell, you are admtted as an
expert. Please proceed. You're under oath.
DI RECT EXAM NATI ON

BY MR. BRUCE:

Q You' ve subm tted the usual exhibits,
structure map, and a cross section. |[|'d ask you to
| ook at your Exhibit 5A for just a little while, which
is the structure map.

A Ckay, sir. Yes, | have it.

Q Yeah. One thing about surface use out here,
you obviously -- the other unit wells are | ocated
I mmedi ately to the east of the |lands that we're here
for today. And those wells, in which direction were
they drilled?

A Those wells were drilled south fromthe --
the center of section 17.

Q Okay. But were they drilled fromthe north
to the south?

A Yes, sir. They were drilled fromthe north
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to the south.
Q Okay. So as a result, Mewbourne's surface
facilities are up in the south half of section 17. 1Is

t hat true?

A Yes, sSir.
Q And so they're nearby. In what direction
are you proposing to drill your two wells --

A We're proposing --

Q -- in these cases?
A I'"msorry. In this case we're proposing to
drill our wells fromthe south to the north from

surface in section 18 up into section 7.

Q Okay. So your existing surface facilities
will be nearby, including stuff, |ike, pipeline
connections, et cetera?

A Yes, sir.

Q Now | ooki ng at Exhibit 5B as in boy, you
have a cross section of the second Bone Spring sand.

A Yes, sir.

Q What part of the second Bone Spring sand are
you going to -- do you desire to conplete the well in?

A Yeah. Qur plans for the North W1 son Deep
Unit State Com nunbers 8H and 9H are both to target
the | ower second Bone Spring sand, which | have a red

arrow pointing towards on this cross section, Ato A
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prime.

We think that that | ower second sand | ooks

consi stent, and thick, and forest. We drill ed several

wells in the area in that sane zone, and that is our

plan for the east half of 18 --

Q So the | ower second Bone Spring, in your
opinion, is nore consistent, nunber one. |Is it also
t hi cker than the upper Bone Spring zone?

A Yes, sir. | believe so.

Q Now, is there a well nearby that was
drilled -- and | don't know if it was drilled by you
or not -- that was drilled in the upper sand in Bone
Spring?

A Yes, sir. One reason that we decided not to
target the upper second sand here, |ike Earthstone has

proposed, is in section 13, Matador has drilled their

Bruce Keplinger well. And they targeted the upper

second sand.

Q Okay. Hold on a mnute. You said section

13. |s that over to the west of the wells we're here

for today?

A Yes. One section imediately to the west of

18.
Q Okay. Then go ahead.

A That well|l targeted the upper second sand.
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It's unobjectively a -- it's a poor well. And we have
it for the first 12 nonths of cunul ative production at
about 11 barrels of oil per foot, which is nearly half
of some of our -- our |lower second sand wells in the
area to the south, the Dolly Varden wells.

Al so, based on this -- this cross section
here, Ato A prime, the reason we wanted to target the
| ower second sand was the -- the upper second sand
seens to be not as uniformy thick.

In certain areas, such as the east half,
east half of section 18, there's a well where the
upper second sand | ooks half as thick as it does in
some of this other areas.

We saw that there was nore risk in trying
to -- to wne rack |lower second sand and upper second
sand. We think that the -- the better targets here

are two | ower second sand wel | s.

Q Eart hstone, also in their presentation, said
they want to -- they proposed also drilling first Bone
Spring wells. Does Mewbourne object to drill first

Bone Spring wells?

A No, sir. W'd actually -- we would like to
drill first Bone Spring sand wells here, as well, and
we plan to if we're able to becone an operator of

this -- this -- these units.
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The problemis we've drilled first Bone
Spring sand in the area, we have a well just to the
north in section 6 called the La Trucha [ph] well. It
has had high H2S. The last tine we tested it was in
August. It had 6,000 parts per mllion of H2S.

And so for the | ast couple years we've been
working with a third party to build infrastructure
here for sour takeaway. And we -- we plan to have
that infrastructure constructi on constructed, or
hopefully they'll be able to take that next year.

So we would like to come back at a later
date and drill first Bone Spring sand here.

Q Okay. And approving an order with just a
second Bone Spring sand well doesn't preclude
Mewbour ne from using that order to subsequently dril
a first Bone Spring well. Does it?

MR. BECK: (Object to foundation.

THE HEARI NG EXAM NER: Hol d on,
M. Bruce.

MR. BRUCE: Okay.

THE HEARI NG EXAM NER: M. Beck, you're
objecting to the foundation --

MR. BECK: Yeah. | don't know if the
wi tness knows the answer to this question. |[If he

does, he can answer it, but | think he should be asked
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a prelimnary question first.

MR. BRUCE: M. Carrell, you ve been --

THE HEARI NG EXAM NER: M.

what's your response?

MR. BRUCE:. Could | lay a foundation

t hen?

THE HEARI NG EXAM NER: O course. Then

" mgoing to sustain the objection, and so you can

rephrase your question.

BY MR, BRUCE:

Q And, M. Carrell, you've been involved in --

have you been involved in quite a nunber
pool i ng hearings on behalf of Mewbourne?
A Yes, sir.

Q And so you've done the geol ogy.

Bruce,

of

revi ewed a nunber of these pooling orders,

have to know what the division land -- was at. s

that a fair statenment?
A Yes, sir.
Q And often tines people do what

doi ng, proposal of a unit with one, two,

Bone Spring wells in the well unit. Do you agree?

A Yes, sir.
Q But if you only propose one, based on your
experience, can you still propose additional, if you

Eart hstone i s

or

f orced

You' ve al so

because you

even t hree
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want to call them in-field wells in another Bone
Spring zone?

A Yes, sir.

Q So just because you're only seeking at this
time to get approval for a second Bone Spring well,
t hat pooling order will cover subsequent wells?

A Yes, sir. Correct.

Q Thank you. Let nme see. Oh, another thing.

You nmentioned that Keplinger well, that Matador well.
You said that's a very -- you said it's a very poor
well, words to that effect.

A Correct.

Q Was there a large frack put on that well?
A Yeah. It's simlar to what our conpanies
are -- Earthstone and Mewbourne are proposing here. |

believe it was about 2,000 gall ons per foot and cl ose
to 2,700 pounds of sand per -- per foot.

Q And that really didn't help? Well, of
course it hel ped, but the results in the end, were
t hey good?

A It doesn't -- no. | would say no. But |

woul d say | think the geol ogy of that upper second

south Bone Spring sand is -- it's just too vari able.
You have to look at it on a -- a proration

unit basis, and even though, yeah, you can -- you can
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drill and put a nodern frack on it, it doesn't nean
you're going to nake a good well .

You have to | ook at the geol ogy, | think,
the ferocity, the thickness. And in this case, we
don't think that the upper second sand | ooks as good

as the | ower second sand, especially in the east half,

east half where Earthstone proposes to drill a well
t here.

Q Bef ore Mewbourne started drilling in the --
area -- virtual connectivity interruption -- any or

very nmuch devel opnment over the past nunber of years,
Bone Spring devel opnment, in this general area?

A No, sir. This area was -- as far as
hori zontal drilling, was very slow until we started to
put together this unit in the area for 2135.

Q And that kind of spurred other people to
jump on the bandwagon. Wbuld that be fair?

A Seens |ike yes, we had spurred on nore
activity in this area.

Q And you keep a good eye on not only what
Mewbour ne is doing as part of your job, but do you
al so keep an eye on offsetting wells, offsetting
operators, offsetting production?

A Yes, sir.

Q In your opinion, is it better to drill
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2-mle wells or even 2-mle plus wells than 1-mle
wells in this area?

A | believe it's nuch better to drill 2-mle
| ateral s or extended | aterals.

Q And keeping an eye on devel opnent, at one
point could Chisholm-- and actually, for fairly | ong
period of tinme, could they have drilled 2-mle
| aterals in sections 18 and 19?

A Yeah. They -- they coul d' ve worked out
sonmething with Matador in 19, and potentially have
drilled 2-mle laterals in 18 and 19 goi ng south.

Q But they never took advantage of that, and
they only responded when Mewbourne proposed its wells.

A Correct.

Q Does it seemthat they do not want to drill
1-mle lateral s?

A I woul d say based off of themtrying to pool
2-mle laterals, it's evident that they don't want to
drill 1-mle lateral.

Q M. Carrell, could | refer you to what's
been mar ked Mewbourne Exhibit 12? And I'll just have
you just briefly -- at this point. Just identify what
It is.

A Exhibit 12 is a cross section Bto B prine

showi ng first Bone Spring and second Bone Spring from
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east to west across the proration units.

Q And was this prepared by you?

A Yes, sir.

Q Does this show why -- anot her exanple of why
Mewbour ne wants to drill the | ower second Bone Spring?

A Yes, sir. It shows that that mddle well,
18A, which is in the east half, east half of the
proration unit --

MR. BECK: (Objection. M. Hearing
Oficer, this is one of these exhibits that was
untinely disclosed, and we've objected to. So |I'm
obj ecting to any testinony about this exhibit.

THE HEARI NG EXAM NER:  Ckay.
M. Bruce?

MR. BRUCE: M. Exam ner, take a step
back with M. Carrell.
BY MR. BRUCE:

Q M. Carrell, did you review Earthstone's
Cross sections?

A | did. Yes, sir.

Q Do you think that they were adequately
represented the status of the second Bone Spring in
sections -- in the east half of sections 18 and 7?

A | do not. As you'll see through their

exhibits, their cross sections, npst of the wells that
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they show on the line of the cross section are in the
east half of 7 and 18 -- or sorry -- excuse ne -- the
west half of 7 and 18.

And they specifically left out the well in
| ot 18A, which was the -- the Packer [ph] 18 State 1,
which is on ny cross section Ato A prinme attachnent
5B. It's the third well.

And you can see in that -- that well, that
upper second sand there is, frommy account,

approximately 36 feet of sand versus the other three

wells on the -- on the cross section show
approximately 60 feet of -- of sand.

So -- and those -- those other three wells
are all in the west half of the east half. W -- we
believe that -- that to be a riskier target.

Q And until you got to review Earthstone's --

exhi bits, you were not aware that they had not
I ncluded that well in their cross section?
A Correct.

THE HEARI NG EXAM NER: M. Bruce,
what's your argunment?

MR. BRUCE: M argunent is that this is
a rebuttal exhibit to theirs to show that the upper
second Bone Spring is not as good as the third Bone

Spring. It was prepared and submtted. The geol ogy
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out here is sonething that I don't think Earthstone's

geol ogi st is surprised by.

So | don't think there's the -- there
Is not -- there is no unfairness in presenting them
because their geologist can talk about it too. It's

different than the Exhibit 10 that you di sal | owed.
THE HEARI NG EXAM NER:  Ckay.
M. Bruce, the argunent --
M. Beck, the argunent is that this is
a rebuttal exhibit, and that they could not have
prepared this until they saw Earthstone's exhibits.
Your response?
MR. BECK: Well, obviously I'm
hamstrung, since | just got this. But let nme ask a
coupl e questions of M. Carrell, if | may, M. Hearing
O ficer.
THE HEARI NG EXAM NER: Go ahead.
CROSS- EXAM NATI ON
BY MR BECK
Q M. Carrell, and forgive ne for ny ignorance
here, but it |looks |like what you're referring to here
in Exhibit 12, 18A is a cross section of the Nearburg
[ ph] Produci ng Packer [ph] 18 State 1. |Is that right?
A Yes, sir.

Q Okay. And when was that well drilled?
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Don't know.
Okay. How did you get this cross section?

Trix [ph] mappi ng software.

O >» O »

Yeah. Okay. And could you have gotten this
cross section fromthe graphics mappi ng software
you' re tal king about two weeks ago, Septenber 7th?

A Yes, sir.

Q And you got this because it shows a well in
the east half of section 18; right?

A Yes, sir. This well -- | nean, ny cross

section Ato A prime does too, so we could go off of

t he ot her.
Q And the cross section Ato A prine that we
can go off of either, | assunme that's what you're

referring to is represented in Exhibit 5B.
A Yes, sir.
THE HEARI NG EXAM NER: Hol d on,
M. Beck. Let nme get to Exhibit 5. Five B. 1It's on
its side, so it's hard to see it. So, M. Beck, back
to Exhibit 5B. Excuse ne.
M. Carrell, you're saying -- what are
you saying in relation to Exhibit 5B and Exhibit 127
THE W TNESS: Yeah. It sounded |ike
M. Beck was saying that that well in ot 18A -- or he

was bringing up -- | -- | was just pointing out that
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that well is on both cross sections. So I could refer
to it on the rebuttal cross section or the original
subm tted cross section.

THE HEARI NG EXAM NER: M. Beck --

MR. BECK: So every -- sure. Thank
you, M. Hearing Oficer.
BY MR, BECK

Q So, M. Carrell, everything that you're
tal ki ng about in 18A, the Packer [ph] that you were
just discussing with M. Bruce, that's reflected in
Exhi bit 5B and the sane 18A Packer [ph] 18 State 1;
right?

A Say that agai n.

Q Everything that you discussed with M. Bruce
about Exhibit -- or excuse nme -- in Exhibit 12 for the
Packer [ph] 18 State 1 was also reflected in Exhibit
5B, the Packer [ph] 18 State 1 there in 18A?

A That well is in both exhibits. Yes.

Q Okay. So | guess why do we need Exhibit 127

A Exhibit 12 makes it a little bit clearer in
br eaki ng out the upper second sand and the | ower
second sand. So | have those highlighted in green and
i n brown on Exhibit 12.

And it also shows the first Bone Spring sand

and the -- the vertical separation between the first
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Bone Spring sand and in the | ower second sand with an
approxi mate vertical separation of 750 feet, which
shows that we don't believe that these need to be
codevel oped.

It's not going to hurt production to cone
back later and drill the first Bone Spring sand.

Q So ot her than the highlighting and zoom ng
in, is there anything in Exhibit 12 that you think
Exhibit 12 adds that's not reflected in Exhibit 5B?

A Yes, sir. The first Bone Spring sand, the
vertical separation there between our | ower second
sand, and then highlighting showi ng just how that one
particular well in the east half, east half of the
proration unit is thinner than surroundi ng.

Exhi bit 5B shows the same thing. It's just
not highlighted, so it's harder to see.

Q And everything -- let me ask this question.
When was the first tine that you read Earthstone's

applications in case nunbers 23475 and 234777

A | can't renmenber the exact date. It was
earlier -- earlier this week.
Q Earlier this week was the first time you

read those?
A Could find out. | could | ook at ny enai

and see when | was given those.
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Q No. That's all right. It was sonetine

earlier this week, neaning Monday, the 18t h,

the 19th, sonmething |ike that?

Tuesday,

A It could ve been -- it could' ve been Friday.

|"d have to look to see exactly when | got t

Q Ckay. And so when you got those

hose.

applications or the case nunbers Friday, the 15th, at

the earliest or Monday, the 18th, or Tuesday, the

19th, that's the first tinme that you knew t hat

Eart hstone was targeting the upper first or

the -- or

the -- or excuse nme, the first Bone Spring or the

upper second Bone Spring?

A No, sir. | believe they sent us wel

proposal s before that.

Q And did you see those well proposal s?

A | did. Yes.
Q Okay. And when you saw those wel
coul d you have | ooked at those well proposal

created what we see in Exhibit 12?

proposal s

s and

THE HEARI NG EXAM NER: | didn't hear

t he answer.

THE W TNESS: Ch, sorry.

| -- 1 could ve made -- he --
you asked if | could have nade -- this cross

section --

| believe
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THE HEARI NG EXAM NER: | know what the
guestion was, M. Carrell. | know what the question
was. | just didn't hear the answer.

THE W TNESS: Yes. The answer was yes.

THE HEARI NG EXAM NER: Ckay. Thank
you, Sir.

MR. BECK: And that's all | have,

M. Hearing Exam ner.

Just an exanmple of the fact that | --
probably mny ignorance shows the prejudice that
Eart hstone is under in not know ng what this exhibit
reflects, and the fact that this exhibit could ve been
created not only over a week ago had he been shown the
application, but could ve been created -- and again,

' mnot the one who sent out the applications, but ny
recollection is that it was sonetine in the spring of
this year, March, which woul d've been six nonths ago.

And obviously | wouldn't expect we
woul d' ve created those by then, but | would' ve
expected that Mewbourne woul d have created these
exhibits in conpliance with the prehearing order and
submtted them by Septenber 14th.

THE HEARI NG EXAM NER: M. Beck -- what
| understand from - -

Hol d on, M. Bruce.
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M. Beck, what | understand from
M. Bruce is that this Exhibit 12 -- that the
i nformation on Exhibit 12 is already enconpassed by
Exhibit 5B. The difference here is the highlighting.
Did | understand that correctly?

MR. BECK: | think that that's part of
it. | think another part of it -- and again, |'m
| earning this just a few m nutes ago, the sane as you
are, M. Hearing Exam ner, for this very reason. |
understand that Exhibit 12 also shows the first Bone
Spring sand formatting, which is not shown on Exhi bit
5- B.

THE HEARI NG EXAM NER: M. Carrell, is
that correct?

THE W TNESS: That is correct.

THE HEARI NG EXAM NER: COkay. And why
did you add that?

THE WTNESS: To show the -- the
vertical separation of the first Bone Spring sand and
t he second Bone Spring sand, the |ower, where we plan
to target as 750 feet.

The reason to show it was because we

think that's a sufficient enough separation where

we -- these zones don't need to be codevel oped. W
can conme back at a |ater date, drill the first Bone
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Spring sand, and not worry about any type of depletion
| ssues there.

THE HEARI NG EXAM NER: M. Bruce?

REDI RECT EXAM NATI ON
BY MR. BRUCE:

Q M. Carrell, just one foll ow up question.
You never saw anyt hi ng about the need to codevel op or
depl etion fromone sand to the other. Did you know
anyt hing about that until you saw their exhibits?

A No.

Q So the newest part of this -- or the only
real new part is it just shows the 750 feet of
vertical segregation. And so there's no need to
develop the first at the sanme tinme as the second.

A Correct.

THE HEARI NG EXAM NER: M. Beck --

M. Bruce, please don't keep asking questions
eliciting testinony fromthis witness on an exhibit
that hasn't been admtted yet, or else |I'll have to
strike it.

M. Beck, ultimately what M. Bruce and
his witness are testifying to is they didn't realize
the need to show that separation until they saw your
exhi bits.

MR. BECK: And |I'm sure that that's one
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way to look at it when you're being I ed through that
testi nony.

But the applications both identify --
meani ng both Mewbourne's applications -- identify that
Mewbour ne was targeting the first Bone Spring and the
second Bone Spring, and that it was targeting the
upper second and the | ower second in the w ne rack
formati on.

So this testinony could have been there
in the first place. As far as what separates the
testinony fromwhat's reflected in Exhibit 12, | think
that the testinony that we had there at the end, that
you pointed out went a little bit too far, is fine.

| think that that M. Carrell was
conpetent to testify to. | think a foundation has
been devel oped that he can testify to that.

And | don't think that Earthstone has a
solid basis to object to that testinony comng in, as
opposed to Exhibit 12, which could have been devel oped
and coul d've been presented tinmely by Septenber 14th.

That's what | think -- that's what |
think is inproper, and they were on notice that this
needed to be filed beforehand.

THE HEARI NG EXAM NER: M. Bruce, the

argument is that you and your client should not have
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been surprised, and that this Exhibit 12 is not
timely, because had you and your client reviewed the
appl i cations, you would have seen this devel opnent.
What is your answer to that?

MR. BRUCE:. Well, Mewbourne certainly
knew t hat they were proposing the first Bone Spring
wel |, but they didn't see anything about this need to
i mredi ately codevel op, because there are new
al l egations not in their application that you have to
codevel op them pronptly to avoid any type of reservoir
drai nage from say, the second to the first or first
to the second, whatever you're |ooking at.

THE HEARI NG EXAM NER:  Ckay. Al
right. So it's the co-devel opment, M. Beck, that
pronpted their subm ssion of Exhibit 12. What do you
say to that?

MR. BECK: | say that, again, this is
showi ng ny ignorance, because |'m just being presented
with this. | don't knowif that's what M. Asnus, our
geol ogi st, would say. And that's showing that | am
not the expert here, and he is, which is why he's
testifying to this sort of stuff.

So | guess what 1'd say is that if that
Is accurate, M. Asnmus can probably tell us what it

is. | ask that -- |1'd ask the hearing officer just
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reserve admtting Exhibit 12 until we hear from
M. Asnus, because, again, | just -- |I'mnot prepared
to answer that question right now.

THE HEARI NG EXAM NER: Okay. That's
fair. 1'mnot going to make a ruling on Exhibit 12 at
this monment, M. Bruce. You have a good argunent.
And if that argunent w thstands the exhibits, then I
will let it in.

" malso going to give M. Beck and his
client opportunity to, you know, exam ne exhibits, so
that they don't feel as though they're surprised by
this | ate subm ssion.

So why don't you continue with your
direct exam nation of this witness? You can discuss
Exhibit 12, but | haven't admtted it yet.

(Exhibit 12 was marked for

I dentification.)

MR. BRUCE: Okay. Don't think that |
have too much nore fromthis witness before | turn him
over. Let ne just check ny notes, please, sir.

THE HEARI NG EXAM NER: OF course.

MR. BRUCE: That's all | have at this
time, M. Exam ner.

THE HEARI NG EXAM NER: Okay. Thank

you, M. Bruce.
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M . Beck, any cross-exam nation for
this wtness?
MR. BECK: Yes, M. Hearing Exam ner.
Thank you.
RECROSS EXAM NATI ON
BY MR, BECK

Q M. Carrell, 1"'mgoing to ask you about
Exhi bit 5A and 5B. And bear with ne just a little
bit.

Your testinony is that one reason -- or |
guess the reason that Mewbourne isn't targeting --
Isn't doing a wwne rack formation of these wells is
because it believes that the upper second Bone Spring
sand formation is too inconsistent. |[|s that right?

A Yes, sir. In the east half of the unit.

Q And that's where both of Mewbourne's wells
are being proposed and all four of Earthstone's wells
are being proposed, right, that you saw?

A Sorry. | meant the -- the east half of the
east half, but yes.

Q And sone of that -- let ne ask. That
conclusion that the upper second is inconsistent is
based off of these cross sections of existing wells
t hat you have in Exhibit 5B. |Is that right?

A Yes, sSir.
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Q But none of these cross sections that you
have in Exhibit 5B give the cross section of where
Eart hstone's proposed -- make sure |'masking this
correctly -- proposed outland 187214H is proposed to
be drilled. |Is that right?

A My |1 ogs go through the outland -- units. |Is
t hat what you're asking?

Q Ri ght .
A That is correct.
Q So with the inconsistency, you don't know

and we don't know for certain what kind of production
we could get fromthat proposed outland 187214H wel | ;
right?

A Are you referring to the -- the west half of
the sections?

Q The east hal f.

A | apol ogize. Al of ny wells go through the
east half of the section. | apologize. | thought you
were referring to the west half for sone reason,
because it shows in the inset map and on attachnent
5A, the map, ny line of cross section.

Q So these reflect the portion of the upper
second Bone Spring that Earthstone is proposing to
drill through. |Is that what you're saying?

A Yeah. The third well on the lateral is
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directly where they -- where that upper second sand is
t he skinni est.

Q And you tal ked about Earthstone drilling
2-mle wells versus 1-mle wells with M. Bruce;
ri ght?

A Yeah.

Q And you know that in both of its

applications, Earthstone is proposing 2-mle wells;

right?

A Correct. Yes, sir.

Q And you said that Earthstone coul d ve worked
out sonmething with Matador beforehand to drill into

section 19?

A Seens |ike that coul d' ve been an opti on,
yeah, prior to Matador drilling wells in section 19.
Q Do you know if Earthstone and Matador are in

negoti ati ons about that? Whatever you said didn't
cone through, or at least | didn't hear it, so --
A l"msorry. | said no. | don't know if they
ever had negoti ati ons.
Q Al right. And what about Chishol mand
Mat ador? Do you know if they ever had negotiations?
A I do not know that.
Q Okay. So you don't know one way or the

ot her whet her Chi shol mor Earthstone actually agreed
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or tried to agree with Matador about drilling into the
section 18?
A Section 19 or 18? | -- | don't know that.

No.

MR. BECK: That's all | have. Thanks,
M. Carrell.

THE HEARI NG EXAM NER: M. Lowe?

MR. LOWE: Yes, sir. Are you giving ne
t he opportunity to ask questions?

THE HEARI NG EXAM NER:  Yes, sir.

MR. LOWE: Okay.

Good afternoon, M. -- what's your nanme
here -- Carrell. M. Carrell. Sorry. Jordan
Carrell. You were a sworn witness, and you were sworn

I n as a geol ogi cal w tness.

THE W TNESS: Yes, sir.

MR. LOWE: Okay. | just want to
reassure where I'mat on all this. | just had a
few -- a brief question for you. | think it was

stated up front that the wells of interest here --
that | think you stated that the first Bone Spring
sands will be eventually drilled in this |ocation.
VWhen do you intend to do that? And
does that pertain to the outcone of this case?

THE WTNESS: W intend to get
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I nfrastructure built in the area that can take H2S.
So the first Bone Spring sand here is known to have
high H2S in it.

And we'd also -- yeah. We would |ike
to drill nore first sand wells here, so we're in
negotiations with a third party to put infrastructure
i n here for sour takeaway, which should cone to
fruition next year.

And so at that point we would be -- you
know, if this rules in our favor, we would be able to
drill first Bone Spring sand in these |ocations.

MR. LOWNE: Ckay. And | think | wanted
to reassure where that determ nation cane from
think I heard you verbalize that you were going off of
evi dence adjacent to this section to the west, | think
It was, fromthe wells |ocated there. |Is that what |
under st ood?

THE W TNESS: CQur first Bone Spring
sand well that has had H2S in it is directly north in
section 6 on -- on Exhibit 5 -- or attachnment 5A. Is
that what you're referring to?

MR LONE: [I'mtrying to get ny -- ny
exhibits up here. | don't know what map | was
referring to or looking at under the nmultiple exhibits

here that I'mtrying to | ook through.
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But | thought that's what | heard, that
you all are wanting to go for the first -- or you
didn't -- I think -- I don't recall if it's -- the
reason why you didn't want to go with the first Bone
Spring. And | think the term-- it was stated because
It was the high H2S and basically what you stated | ust
NOWw.

| think that's kind of where we're
going at. Also, another question, |I'mnot too sure

about the titles of these cases that are having been

present ed.

Eart hstone is comng forward with a
nonst andard spacing unit request as well too. |Is that
what | -- is that still going on?

THE WTNESS: |Is that a question for
me? Sorry.

VR. LOWE: Yes.

THE W TNESS: Oh. | -- 1 believe so,
if that's what the -- the title says. | don't -- |
don't have their -- their stuff in front of ne.

MR. LOAE: And it's kind of hard for ne
to look at all these exhibits with the slow conputer
on ny side. But I'mtrying to find out the C1O2s
pertaining to all these -- well, the subject matter

for both operators here.
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| guess fromwhat |'m seeing Earthstone
and Mewbourne are trying to get the east half of these
two sections; correct?

THE W TNESS: Correct.

MR. LOWNE: And in that sense, | guess
t he question is posed to Earthstone, what portion of
those -- is that nonstandard spacing unit request
pertaining to?

THE HEARI NG EXAM NER: M. Lowe, |I'm
confused. Are you asking Mewbourne's witness a
question that is directed to Earthstone?

MR. LONE: No. |It's just ny question.
Well, you know what? | could wait until the end. Let
me - -

THE HEARI NG EXAM NER: ' m not --

MR. LOWE: Yeah.

THE HEARI NG EXAM NER: M. Lowe, |I'm
not suggesti ng when you ask your question, but I
didn't -- by what you said, it didn't sound |like that
question was neant for this wtness.

MR. LOWE: Okay. Well, it could be
made for the | andman maybe then. But --

MR. BECK: Yeah. | think Earthstone's
| andman, Ms. Redfearn, can answer those questions,

M. Lowe. And | can try to nake it a point to ask
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her. But it's nmy understanding, and | think she'll
confirmthis, is that Earthstone is not requesting
nonst andard spacing unit.

MR. LONE: Ckay. |If that's the case,
then --

THE HEARI NG EXAM NER: M. Lowe, this
Is not a witness. The attorney is not a witness. So
i f you want to consider evidence later, and |I have to
consi der evidence |ater, please direct that question
to the proper wtness.

MR. LOWE: Ckay. Can do that then.
Those are the only questions | have.

THE HEARI NG EXAM NER:  Ckay.

MR. LOWE: Thank you.

THE HEARI NG EXAM NER: Thank you,

M. Lowe.

M. Bruce, are there any redirect
guestions for this witness? M. Bruce, are you still
her e?

MR. BRUCE: Forgot to unnmute nyself,
M . Exam ner.

FURTHER REDI RECT EXAM NATI ON
BY MR. BRUCE:
Q The depths in Mewbourne's wells fromwhat's

I n your exhibits, the AFEs and the pooling checkli st,
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IS somewhere -- what is the vertical depth?

A For
Q Yes.

A Got to be approximately --

our -- our wells?

ri ght around 10,000 feet, close to.

Q And
a new exhi bit,

as Exhibit 24,

exhi bits show sonmething |ike --

|"'m | ooking at this -- of course this is
but the | andnman's affidavit contai ns,

the AFEs for the wells. And those

range. Does that seemfamliar?

A Yes.

Q Okay.
li ke for you to | ook at Earthstone Exhibit A-3. Let

| have their -- oh, okay.

me know when you've found it.

A | have it here in front of nme.

Q Ckay.
operators -- of the type that every operator sends

out, and you've seen those before.

A Yes,

That's a proposal letter

sir.

Q If you go back about six pages,

their AFEs attached.

MR. BECK: M. Hearing Exam ner, this

Is definitely outside the scope of ny

cross-examnation, and | think it's outside the scope

of what M. Lowe asked.

let's see --

somewhere in the 9850

Now i f you can dig it out, | would

Haven't you?

Yeah.

that all the

t hey have
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MR. BRUCE: Well --

THE HEARI NG EXAM NER: M. Bruce?

MR. BRUCE: Well, it goes to a key
point, and | can bring it up later when the decision
I's made on Exhibit 12, or | can get it out of the way
now.

THE HEARI NG EXAM NER: Ckay. So this
has to do with whether or not Exhibit 12 was a
surprise and it is a true rebuttal exhibit?

MR. BRUCE: Yes.

THE HEARI NG EXAM NER: Ckay.

And, M. Beck, why is that outside the
scope”?

MR. BECK: Well, | didn't know where
this was comng from | didn't ask about Exhibit 12
for the reason that | don't think it should be
adm tted.

But | certainly think that it makes
sense to get this out of the way now to see if ny
understanding is incorrect or if there's sonmething new
that | wasn't aware of, so |'m --

THE HEARI NG EXAM NER: M. Bruce, |
didn't know where you were going with this either, but
now t hat you've clarified, I'll override the

obj ecti on.
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But please let's get to the point

qui ckly, because we're going to take lunch after this.
MR. BRUCE: Okay.

BY MR. BRUCE:

Q M. Carrell, there's four AFEs. Forget
about the first Bone Spring. But the final two AFEs
are for their proposed second Bone Spring wells. Is
t hat correct?

A Yes, sir.

Q And over in the upper right hand, there's a
alittle paragraph tal king about the wells. What do
both of their second Bone Spring sand AFEs state the
approxi mate conpletion total vertical depth is?

A They both say the sane depth, 10, 400
vertical feet, which would be approximtely in the
| ower second sand.

Q And it's not where they're proposing right
now?

A No. So yeah. The -- the first tine |
woul d' ve realized that they were targeting the upper
second sand was when they filed their -- their
prehearing exhibits.

MR. BRUCE: Ckay. That's where I'm
going with that, M. Exam ner.

THE HEARI NG EXAM NER:  Okay. Thank
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you, M. Bruce.

M. Beck, did you have anything to --
did you have any questions for this w tness or any
argunment further?

MR. BECK: Yeah. | guess -- | think
can make this brief, because | know you want to take
| unch.

FURTHER RECROSS EXAM NATI ON
BY MR BECK

Q M. Carrell, does Exhibit B-- I'lIl get to
it. Does Exhibit 5B include the upper second Bone
Spring sand formati on?

A Exhi bit 5B, is that my cross section?

Sorry. Yeah. Right here. It does include the upper
second Bone Spring sand in it.

Q Ckay. So even though that the AFE that you
may or may not have revi ewed does not include that
upper second Bone Spring formation, that would include
and is included in Exhibit 5B; right?

A The information about Earthstone's target is
not included in 5B.

Q That's not the question | asked. | asked --
you've talked with M. Bruce about how the two second
Bone Spring AFE proposals of Earthstone both target

the | ower second; right?
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A It appears so. Yes.

Q And what changed was targeting the upper
second. Yes?

A It seens |ike that has changed. Yeah.

Q Ckay. But both the upper second and | ower
second Bone Spring formation are captured on Exhibit

5B?

MR. BECK: Okay. That's all | got.

THE HEARI NG EXAM NER: You know,
M. Beck, | understand the point you're trying to
make, but I'mgoing to let Exhibit 12 in. I'mletting
it in, because | can see the confusion. | can see why
it's been submtted.

| don't think it's so surprising that
you can't deal with it. |1'lIl give you the tine you
need to deal with it. W'IIl take a lunch break now.
And if your wi tness needs additional time to consider
Exhibit 12, you let me know and we'll add that tinme in
here, M. Bruce.

So | amadmtting Exhibit 12 into
evidence. | amnot admtting 10 and 11 at this tine.

M. Bruce, how many nore w tnesses do
you have?

Il
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(Exhibit 12 was received into

evi dence.)

MR. BRUCE: | have one.

THE HEARI NG EXAM NER:  You have one.
How -- long will that direct exam nation take?

MR. BRUCE: That direct exam nation --
get them admtted and ask about half a dozen -- five
or six questions. So --

THE HEARI NG EXAM NER:  Ckay.

M. Bruce, is this your rebuttal w tness?

MR. BRUCE: Yes.

THE HEARI NG EXAM NER:  Well, |'ve never
heard of calling a rebuttal witness in your case in
chi ef .

MR. BRUCE: Well, | can leave it until
the end, and that's fine.

THE HEARI NG EXAM NER: | think that's
what we're going to do here.

MR. BRUCE: Okay.

THE HEARI NG EXAM NER: So do you have
any other evidence to admt in your case in chief?

MR. BRUCE: That's it. Yeah. |
believe you admtted original Exhibits 1 through 9,
and Exhibit 12, and Exhibit 11 is -- until the end.

So |l -- nothing further at this tine, M. Exan ner.
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THE HEARI NG EXAM NER: Ckay. So you're
resting your case then?

MR. BRUCE: Correct.

THE HEARI NG EXAM NER: Ckay. Very
good.

So, M. Beck, we wll conme back after

| unch for your case.

How nuch tinme do the parties -- | nean,
| don't need a full hour for lunch. | don't know how
the parties feel. 1Is it okay to cone back at one

o' cl ock and pick this up?

MR. BECK: | think it should be,

M. Hearing Exam ner, with the exception of if | need
sone nore time -- Exhibit 12 -- whatever we my
have --

THE HEARI NG EXAM NER:  Sure. We've
already -- yeah. 1've already said that. So you have
that in your back pocket if necessary.

MR. BECK: One sounds reasonabl e.

THE HEARI NG EXAM NER: Ckay. Very
good. So we have -- we're taking about a 52-m nute
| unch, and we will reconvene at one o'clock today for
M. Beck's case in chief. Thank you.

MR. BECK: Thanks.

(OFf the record.)
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THE HEARI NG EXAM NER: On Sept enber
21st, we are in the mddle of a contested heari ng.
Mewbour ne has put on its case in chief. W are now
waiting for Earthstone to put on its case in chief.

Its witnesses have been sworn in. But
before a witness begins testinony, please state your
name and spell it for the record. [It'll make it a | ot
easier for the court reporter |ater.

M. Beck?

MR. BECK: Yeah.

THE HEARI NG EXAM NER: The forumis
yours.

MR. BECK: Thank you, M. Hearing
Exam ner. Earthstone calls the |andman, Amanda
Redf ear n.

THE WTNESS: Hello. M. Hearing
Exam ner, as you requested, ny nane is Amanda
Redf earn, spelled A-MA-N-D A Last nanme Redf earn,
R-E-D F- E- A-R-N.

MR. BECK: M. Hearing Exam ner,

Ms. Redfearn's experience is outlined in paragraph 3
of her direct testinony, and she's previously been
accepted as a petrol eum | andman expert by the

di vision, and Earthstone tenders her as a petrol eum

| andman expert for these matters today.
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THE HEARI NG EXAM NER: M. Bruce, any
obj ecti on?
MR. BRUCE: No, sir.
THE HEARI NG EXAM NER: She is accepted
as a expert. Please proceed.
DI RECT EXAM NATI ON
BY MR. BECK:

Q Ms. Redfearn, | know that a | ot of what
you've prepared for this hearing is in your packet,
and |'m not going to talk with you about a | ot of
t hose.

What | want to highlight is what you found
first when you were preparing this application -- this
conpeting application in ternms of the negotiations
bet ween Chi shol m and Mewbourne com ng before the
di vi si on.

What ' s your understanding -- or | guess not
your understanding. How did Earthstone cone to be a
m neral interest owner in the sections proposed to be
drilled in these applications?

A Sure. Yes. So we cane to our interest by
t he acquisition of Chisholmin 2022, and succeeded in
their interest.

Q And how | ong after that did Earthstone

decide to proceed with its devel opnment plan in these
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two applications?

A We -- shortly thereafter | didn't -- these
areas were identified prior to diligence or during
di I'i gence.

And then, you know, when we started doing
our applications for this and negotiations wl|
recei ve Mewbourne's plans, that's when | started
digging in alittle bit deeper into the records that
we received from Chi shol m

And the case nunmber was witten on the
operating agreenent for the expansion in North WI son
Deep Unit, which then | did some research and to our
i nternal records received from Chisholm and then the
OCD case files, which brought to Iight that Chisholm
a predecessor, expressed their thoughts to exclude the
east half of section 18, and wanted to remai n operator
of that.

Q "' m going to show you what's been adm tted
as Earthstone's Exhibit A2, which shows the tracks for
first the wells proposed as outland Exhibit -- or
excuse me -- outland 18-7 State Com 114H and outl and
18-7 State Com 214H.

And it shows that it's proposed on the east
hal f, east half of section 18 and the east half, east

hal f of section 7. Is that right?
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A Correct.

Q Did you prepare what's been admtted as
Exhi bit A2?

A Yes, | did.

Q And it lists the working interest owners on
tract 1, tract 2, and tract 3, and then the working
I nterest pool and the overriding royalty interest --
or excuse nme -- overriding royalty parties to pool.
How did you conme up with the parties listed on Exhibit
A2?

A A conbination of things. | had a broker
t hat went out and updated the title out in the
court houses, and also |look into the state | and office
records. Once he fully prepared all those run sheets,
| forward that onto our title attorney.

Qur title attorney exam ned all those
materials and prepared a DOTO for the subject spacing
units. And that is where | direct to those interest
figures for each tract, the spacing unit, et cetera,
on nmy ownership exhibits.

Q Al right. W heard during Mewbourne's

testinony earlier today about the state |l and office

and its comruni cati ons about the -- before the

division in these matters. | understand that you had

an emai|l exchange with the state land office. |Is that
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accurate?

A Yes, that is true.

Q "1l show you what | showed Ms. Sal gado
earlier, and that's what was nmarked as Exhibit 1 to
Eart hstone's response to Mewbourne's notion to dism ss
t hese applications. |Is that a copy of an enmil that
you sent to Scott Dawson at the state |and office?

A Yes.

Q What pronpted you to send that exhibit?

A I had received a bunch of phone calls from
Scott Dawson. And when | talked to himprior to
sending that email, he had |let me know Mewbour ne had
contacted him and he wanted to give the courtesy to
| et me know that he was not going to allow us to dril
into the unit, et cetera, et cetera.

During those conversations, it canme to |ight
that the SLO and Scott Dawson was not aware of our
conpeting applications, that Mewbourne did not notify
themthat they would actually be drilling from section
18 into the unit.

And so long story short, he was not fully
apprised of the situation and the matters at hand. So
| went ahead and | included all parties, so there was
conplete, full transparency between Earthstone, the

state | and office, and Mewbour ne, and Mewbourne's
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counsel .

The matters at hand, you know, respectfully
requesting the state land office to reserve judgnent
on awardi ng operatorshi p and/ or denying any potenti al
APD permts until the OCD has had the opportunity to
| i sten and hear both of our cases.

Q Now you saw earlier what was marked Exhi bit
3 in Mewbourne's application the email from M. Dawson
to Ms. Sal gado?

A Yes.

Q Did you have any know edge about Mewbourne's
communi cation with the state land office at that tinme?

A Mewbour ne asserted that they had
conversations, but would not give nme any of those
details or forward nme any of that information. It
wasn't till Scott Dawson hinself forward ne a little
bit of those communicati ons when he was trying to
contact ne prior to sending that email to all parties.

Q And then when you tal ked with Scott Dawson,
and as reflected in Exhibit 1 to the response, the
state land office was under the inpression that
Eart hstone was not a party to the North W1 son Deep
Unit agreenent; right?

A Correct. And | -- | had to let M. Dawson

know t hat we succeeded in Chisholms interest and it
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just doesn't appear to be reflected in the state | and
of fice records that Earthstone is now the successor in
interest to Chisholm

Q And the state land office also didn't know
t hat Mewbourne intended to drill fromsection 18 into
section 7; right?

A Correct.

Q And has the state |land office ever told you
or anyone at Mewbourne that it will not consider or
even approve an application if you're granted these
conmpul sory pooling orders?

A No.

THE HEARI NG EXAM NER: M. Beck, is
this a good opportunity for me to ask you where is
Exhibit 1 that you showed your witness a little while
ago?

MR. BECK: That's Exhibit 1 attached to
the Earthstone's response to Mewbourne's notion to
dismss. It was filed by the division on April 28,
2023, at 4:02 p.m It's page 18 of 20 of that
pl eading in the case file.

THE HEARI NG EXAM NER: So just to be
clear, are you asking for it to be admtted into
evidence in this case or are you just referring to it?

MR. BECK: You know, | hadn't really

Page 178

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



© 00 N oo o b~ W N B

N N N NN NN B B P PR R R R
o A~ W N P O © 0O N OO o1~ W N+, O

t hought about it. | think the testinony is clear.
But since you're pronpting nme, | guess |I'd nove at
this time to include it in the exhibits that the
division will ook at as it takes these under
advi senment .

THE HEARI NG EXAM NER: M. Bruce?

MR. BRUCE: | woul d object.

THE HEARI NG EXAM NER: Can you give ne
a basis for the objection?

MR. BRUCE: Well, they knew they had

It, and they haven't submtted it in their exhibit

packages.

THE HEARI NG EXAM NER: So the objection
is --

MR. BRUCE: Lack of tinely -- yeah.

THE HEARI NG EXAM NER: Ckay. M. Beck?

MR. BECK: The reason that | -- the
reason that Earthstone didn't submt any is it's -- ny

understanding is it's part of the record in this
matter, and that's why | said | haven't thought of
admtting it as an exhibit.

| think that in the corollary to
what ever is taking judicial notice is the files in the
record, | think, that the division can.

But as | said, | think it makes since,
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since we've been discussing it, just to include it as
an additional exhibit for the hearing.

THE HEARI NG EXAM NER: And t he purpose
of it comng into evidence is what?

MR. BECK: That we discussed it, that
it's relevant to, | think, the argunent that Mewbourne
has made, al though not conme out and said it, that the
state land office sonehow has put its finger on the
scales in this. And it's -- as | said, it's obvious
that it -- that is has.

And | think it also goes to probably
the credibility of the witnesses in the good faith
negoti ati on, which obviously is a consideration for
t he division here.

And the fact that you've got an exhibit
from Mewbourne in Exhibit 3 of their exhibits, that
t hat does not include the original email sent to the
state land office that pronpted the reply Ms. Sal gado
sai d she received.

Wher eas on the other hand, you've got
an email from Ms. Redfearn and Earthstone that was
sent to the state land office in which Mewbourne was
copi ed.

THE HEARI NG EXAM NER: M. Bruce, do

you want to voir dire the witness on that exhibit?
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MR. BRUCE: No, M. Exam ner. | nean,
it exists. That email exists. [1'll -- questions for
her, but not really for voir dire. OCkay?

THE HEARI NG EXAM NER: Ckay. All
right. So | do find that the credibility of a wtness
I's crucial at any point in a proceeding, such as this,
where we're trying to get at the truth.

So | amgoing to admt that as an
exhibit, but I'"'mgoing to ask M. Beck to mark it
appropriately and submt it, so that it's part of your
exhibit list here.

What do you propose marking it?

MR. BECK: 1'll do that as soon as we
finish here. And | propose that it be admtted as
Exhi bit E.

THE HEARI NG EXAM NER: |'m sorry.

VWat? E as in echo?

MR. BECK: E as in echo. Yes.

THE HEARI NG EXAM NER: E as in echo.
Okay.

Exhibit E -- Earthstone's Exhibit E is
admtted into evidence for the purpose of the
credibility of the former witness. And that's why
it's being admtted. |It's not being admtted for any

ot her purpose. So we're letting it in for that one
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purpose. And |I'm taking notes.
Okay. And we'll expect you to mark it
as Exhibit E and submt it through the portal,
M . Beck.
(Earthstone's Exhibit E was marked for
I dentification.)
(Earthstone's Exhibit E was received
I nto evi dence.)
MR. BRUCE: Yes, M. --
THE HEARI NG EXAM NER: Okay. So pl ease
continue with this w tness.
BY MR, BECK:

Q Ms. Redfearn, have you had the opportunity
to exam ne Mewbourne's Exhibit 2, which is the
verified statenent of Adriana Sal gado for this --

A Yeah. | have.

Q Brought that up in front of you. And in
terms of Exhibit 2-2, the section plat for 8H -- for
the North WIlson Deep Unit 8H where it says, "Tract
3," that Mewbourne O | Conpany's mninmal interest
owners, is that accurate as far as your records
reflect?

A No. That is inaccurate. And in fact,
Mewbour ne has admitted that they do not have any

interest in the east half of section 18, specifically
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that | ease referenced there in Exhibit 2-2.

Q And then I'mgoing to take you to revised
Exhibit 2-2, which reflects the |easehold interest for
the well 8H and the proposed well 9H. Are those
i nterests reflected there -- do you agree based on the
records you reviewed those are accurate or do you
think those are inaccurate?

A Those are inaccurate for nore than one
reason. One main reason being Tinothy MacDonal d and
Maverick are not credited and listed there yet. Their
exhibit still totals to 100 percent.

Secondly, as | nentioned before, in ny
ownership that Earthstone pool ed together, we got a
full-blown DOTO done on it. And I believe Mewbourne
was saying they just had a | easehold takeoff. So with
that said, this is firstly inaccurate.

Al t hough, this revised exhibit is alittle
bit closer to the nunbers then that they had
originally stated in their original exhibits. But
It's just still not quite accurate.

Devon has a |l arger percent of interest in
that, and |'m not quite sure of how their accounting
or where they're putting Tinothy MacDonal d and
Maverick's interest in here into play.

Q And this is -- again, this is probably
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show ng how ignorant | am but it'll probably hel p out
me and sonme others listening in. Wat is a DOTO that
you're referring to that was done?

A Sure. It's a division order title opinion.

Q And who does that for Earthstone and who --
|l et me ask a better question. Wo did that for
Eart hstone for these applications?

A Qur title attorney that we used, KNMD.

Q Want to talk to you about Exhibit A6 in
Eart hstone's prehearing exhibit packet. Are you
famliar with this exhibit?

A Yes, | am

Q What does this show?

A This here is showing the pad | ocation that
we got approved fromthe surface center that we staked
on March 27th.

And then the two additional pads over on the
west half that we recently got pooling orders on that
we would -- are hoping to codevel op together if we
were able to be awarded operatorship here on this east
hal f of 18 and 7.

Q You referenced the conpul sory pooling order
that you were just awarded in the well that will --
this will out of that -- or is being devel oped out of

t hat . VWhat's the status off those wells?
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A Those wel |l s have already been permtted. W
al ready have APl nunbers. And | have proposed them
already to the parties that were under order.

Q How did the facilities for those wells play
i nto the devel opnent plan here for the proposed
outland 18-7 wells in these two cases?

A Well, due to the proximty, and the existing

i nfrastructure, and everything else like that, it --

it's just -- it's codeveloping the east jointly
together. |It's just nore efficient. [It's cost
ef fecti ve.

There's al ready existing roads and ot her

i nfrastructure there that we would not have to
traverse any other |ands outside of the spacing units,
much | ess traverse into the North WIson Deep Unit.

Q Did you conpare the surface inpacts for
Eart hstone's applications in these cases with the
surface inpacts from Mewbourne's applications and the
cases conpeting with it today?

A I did.

Q And what concl usi ons about the differing
surface inpacts did you reach in those conparisons?

A To nme, in ny opinion, it looks like there
woul d be a lot nore surface disturbance.

There would also be -- you know, it's hard
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to tell exactly, but with those two batteries that
they reference in the sections, they would have to,
you know, traverse off these pad | ocations across
state |l and trusts, and al though right away is not
required there, it -- it's also the physical
di sturbance crossing over those lands, in addition to
flow | ine paths and not know ng that, you know,
they -- they could have to potentially bury under
Hi ghway 176 to reach their existing facilities and
batteries that they referenced.

MR. BECK: May | have a m nute,
M . Hearing Exam ner?
BY MR. BECK

Q Ms. Redfearn, |I'm show ng you what's been
adm tted as Mewbourne's Exhibit 4 for these cases. Do
you see that in front of you?

A Yes, | do.

Q This is a letter of support dated July 18,
2023, from Devon Energy Production Conpany to
Mewbourne O | Conpany. |Is that right?

A Yeah.

Q And is the support in this letter supporting
t he applications of Mewbourne different than what
you' ve heard Mewbourne tal k about as its devel opnent

pl an today at the hearing?
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A Yes, in the sense that today is the first
time |'mhearing, and then also with the addition of
those -- believe it was Exhibit 12 where they were
speaki ng upon targeting the first Bone Spring
formation at a | ater date.

It kind of signals a little bit different to
me in the sense that Devon's |etter of support here is
supporting these specific wells and these specific
appl i cations, and supporting a two-well devel opnent in
t he Bone Spring only. And --

Q And that's what --

A l'"msorry. Go --

Q -- the case number 23365 seeks authorization
to drill and conplete a producing total of one Bone
Spring well in a proposed spacing unit, and then sane

thing in the next sentence for case nunber 23366, they
produced a total of one Bone Spring well; right?

A Correct.

Q And then as far as your reading of this
| etter, nowhere does it say Devon would support the
drilling of additional Bone Spring wells on these

units; right?

A No. If you could please scroll down to the
second page, | think it expressly states in there
"Devon urges -- the comm ssion approved Mewbourne's
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request for authorization to drill and conplete a
produci ng total of two Bone Spring wells within the
east half of section 7 and east half of 18."

So only a total of two does that letter
support. And it doesn't support any additi onal
targets in the Bone Spring that has now cone to |ight

that Mewbourne is interested in targeting at a future

dat e.

Q Did Earthstone ever talk with Devon about
the application for -- two applications with a total
of four wells versus only drilling two wells into the

spacing unit?

A Yes.
Q What were those di scussions?
A The di scussions they had is that they were

nmore in favor of a two-well devel opnent versus the
four-well devel opnment. But there was also sone other
busi ness reasons, and -- as to why they were | ooking
to support that.

MR. BECK: That's all that | have for
the direct of Ms. Redfearn.

THE HEARI NG EXAM NER: Ckay. Before |
turn this over to M. Bruce, | do want to rem nd you,
M. Beck, that Exhibits B and Bl through 5 are

admtted, and | don't think this witness is dealing
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with B. But 6 through 10 are objected to.

MR. BECK: B6 through 10.

THE HEARI NG EXAM NER:  Yes. Exactly.

MR. BECK: Yeah. Thank you. Yeah.
She's not testifying about the exhibits marked B. |
appreci ate that.

THE HEARI NG EXAM NER: | under st and.
Just wanted to nake that very clear to all the
parties.

MR. BECK: Thank you.

THE HEARI NG EXAM NER: Ckay.
M. Bruce, cross-exam nation, please.

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

CROSS- EXAM NATI ON

BY MR. BRUCE:

Q Well, let's start with the last thing you
said that you've spoken -- or you |looked at the letter
of support from Devon to Mewbourne. Mewbourne at this
time is only proposing two wells; correct?

A Correct. Yes.

Q And so that letter supporting two wells is
perfectly accurate; correct?

A Yes. In the sense that it's -- it's
supporting a two-well devel opnent only in the Bone

Spring. | -- latter -- |atter paragraph of that
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letter.

Q And under a pooling order, Mewbourne gets a
pooling under. Under the order, under the OCD s
statew de rules, additional wells can be proposed to
t he working interest owners who are being pooled. 1Is
that correct?

A That is correct.

Q Okay. And you cannot predict what Devon nay
do in that case.

A | -- | cannot. | cannot speak for Devon.

Q Ckay. And now in your affidavit you state
I n your -- a couple of places, but in paragraph 8,

Chi sholm-- toward the bottom you tal ked about

Chi sholmdidn't want to have sone of its lands in the
state unit, you know, inpede devel opnent plans of the
acreage for those who choose to commt to the

expansi on.

Now bot h Chi shol m and Earthstone coul d' ve
devel oped this acreage, their section 18 acreage, wth
section 19 to the south. Couldn't they? Prior to
t hat .

A Yes, sir. They could' ve. But to ny
under st andi ng, those wells were drilled shortly after
Mewbour ne got their order to expand their unit. And

there's -- those conversations that were held bet ween
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the operator down to the south in section 19 in
Chi sholm1'm not privy to.

They coul d' ve had those conversations and
try to devel op, but | do know that Chisholm our --
our predecessor, and now Earthstone does not have any
interest in section 19. So it just wouldn't make
sense for us to try to develop that when we have no

ownership in section 19 down to the south.

Q Well, isn't that the purpose of pooling? |
mean, after all, you obviously don't want to dril
l1-mle laterals in section 18. |Is that correct?

A That is correct. It's nore economcal to --

Q Okay. So inpeding devel opment -- by
Mewbour ne proposing 2-mle wells, they're not inpeding
devel opnent. They're doing exactly what you want to
do.

A Yes. But -- I'msorry. Go ahead.

Q No. Go ahead.

A No. As you pointed out in ny paragraph 8 of
where it's been nade a matter of record, but, you
know, it was grave concerns that Mewbourne woul d use
Its designation as a unit operator to the state unit
to chall enge and i npede the devel opnent plans of other
wor ki ng i nterest owners.

And to nme, exactly what Mewbourne is doing
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here is challenging, inpeding our ability and our

devel opnent plans for our |easehold acreage in section
east half of 18 that we have a working interest in

t hat Mewbourne does not.

Eart hstone al so has a working interest in
the east half of 7. So we have interest in both
proposed spacing units in these cases.

Q And section 7 is in the unit area operated
by Mewbourne; correct?

A That is correct.

Q And so what you're seeking to do is inpair
their devel opnment of the unit by not allowing themto
oper at e.

A No. | think what we're seeking here is just
a fair and equal opportunity to have our cases heard
of who has the superior devel opnment plan to devel op
t he acreage prudently.

Q And Mewbour ne coul d've sinply proposed
2-mle wells to the north starting in section 7
heading to the north. And where would Earthstone be
at this point?

A | don't think they could' ve, because of
the -- there's current wells already |ocated to the
north of 7.

And then also I'mvery famliar with the
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surface use agreenent and the |ocation that it --
the -- you have to have perm ssion fromthe surface
owner 14 days in advance to even enter the property,
and then you need to advise themof all your |ocations
and plans. And they have to agree upon that.

And | know speaking with the surface owner
of 7, it's just not feasible for that kind of
devel oped -- for that. And then also to the sure fact
that there's already devel opment north of 7 that would

make it al nost inpossible for devel opnent to occur

t here.

Q Well, let nme ask you. | think if you | ook
at the exhibits, yeah. |In one part of section 6 there
is an existing well, but I don't know if Earthstone

has done it.
But you obviously -- pay attention to the
OCD' s docket, and there are many units being drilled

where there are existing wells where you just apply

for approval of overlapping well units. 1Isn't that
correct?

A That is correct, but we just didn't feel the
need that --

Q So what |'mgetting at, you answered, is
t hat Mewbourne is not inpaired fromdrilling from

section 7 into section 6. They can go ahead and

Page 193

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



© 00 N oo o b~ W N B

N N N NN NN B B P PR R R R
o A~ W N P O © 0O N OO o1~ W N+, O

propose that, and drill unit acreage, and what would

be the recourse of Earthstone if they decided -- if

t hey had deci ded sone nonths ago to do that?

A Well, if they were staying wholly in unit --
MR. BECK: |'mgoing to object to that
as conmpound. | think there was three questions in

there, and | don't know Ms. Redfearn knows which one

she's being asked to answer --

THE HEARI NG EXAM NER: M. Bruce, could

you refornul ate the question?

VR. BRUCE: Yeah. And | can't even

renmenmber if | renmenber it, but --
THE HEARI NG EXAM NER:  Wel |,

court reporter, M. Bruce. W have a court

who could read it back to us -- and you could split it

up if you like.

MR. BRUCE: | think I can renmenber --

BY MR. BRUCE:

Q First of all, you admtted you have wel

units with overlapping well units. Secondly,

Mewbourne could drill 2-mle |laterals to the

fromsection 7 into section 6. Is that correct?
A I f Mewbourne wi shed to do that, yes.

seens |like that could be a potential that they could

wor k out.
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Q And i f Mewbourne had decided to do that --
this case was originally scheduled to be heard in
February. | can't renmenber when |I filed the
application. Wuld Earthstone be better or worse off
only having section 18 to devel op?

A You -- | -- 1 don't -- not sure howto
answer that one, as far as being better off. | think
in that case they would be wholly within unit and
within their bounds.

And | think, you know, our position here is
that the east half of 18 was neant to be excluded from
the unit, being Mewbourne is an operator to it. And
therefore --

Q Can you point to nme any -- okay. Can you
point to any explicit witten agreenent between
Chi shol m and Mewbour ne or Mewbourne and Earthstone
t hat says that Mewbourne cannot propose a well unit,

i ncl udi ng east half section 18 acreage?

A | do not see an agreenent for that, but I
think that is inplied in part of this -- all of the
case proceedings in the expansion of the unit, and why
t hat was specifically excluded is because Chishol m
our predecessor and other operators wanted to have the
ability to operate their | easehol d.

Q Okay. Well, you know, there's no guarantees
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that an operator or that a conpany will get to operate
a well.

A | understand that. And that's why we're
here today, M. Bruce.

Q And |l et nme nove onto a couple of other
things. Okay. The |and exhibits. Mewbourne filed an
additional -- a revised Exhibit 2-2, which you | ooked
at. First off, you'll admt that M. MacDonal d and
Maverick own quite small interests. Do you not?

A They do. Working interests, nonethel ess.

Q Ch, sure. But if you | ook at Mewbourne's

exhi bits and who has -- who is the parties who are not
being pooled -- in other words, they signed JOAs and
then the letter of support for Devon -- you still get

up to about 72 percent approval from working interest

owners in the proposed well units who approved of

Mewbourne's plans. |s that correct?

A Yes, sir. It seens to be that way. But
again, like | said, these interest figures are not
accurate, so |l -- | can't say for certain that you

guys are representing the nost accurate interest to
bei ng pool ed.

And al though there is a letter of support, 7
has not signed a JOA, so |I'"'mnot sure if you could

really count that as being conmtted at this tine,
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‘cause there's still -- it's evident that you guys are
still seeking to conpul sory pool themthe same way
Earthstone is --

Q Well, and you heard Ms. Sal gado say that's
because Devon in these situations has not been signing
a JOA. They el ect under the pooling order, and
they've elected to join in all of Mewbourne's wells.

A Correct. And | -- you know, | will point
out in nmy exhibit, you know, we do have a letter
agreenent from Conoco and COG. But | didn't go ahead
and count them as being commtted there either.

A lot of these parties wanted to wait
until -- to see how this hearing played out and who is
awar ded oper at or shi p.

And that's why it's in ny statenent that,
you know, if we were referring to an awarded
operatorship, that if we were to conme to voluntary
agreenent with other parties, we would sign a JOA with
t hem and not take everyone under pooling.

Q So what you're saying is no other working
I nterest owner has commtted its interest to
Eart hstone's wel |l s.

A Well, if you want to -- | guess you coul d
say yes, by virtue of a letter agreenent. Also if you

wanted to count Tinothy MacDonal d, who has al ready
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el ected to participate in these proposed wells, as you
guys have noti ced.

And |'ve also noticed the guy didn't |ist
any overriding royalty interest owners on your Exhibit
2-2. So again, I'm-- I'"mjust -- it just kind of
makes me extrenely doubt the interest figures that are
bei ng purported here on this exhibit.

Q Wel |, the main purpose of pooling is to get
wor ki ng interest owners commtted to share the wel
cost. Wuld that be an appropriate statenent?

A Yes. Al -- all working interest owners,
but two of which were missed on -- on your exhibits
and proper notice.

Q Was about a 0.03 percent --

A Small interest or not -- yes. In small
I nterest or not, they're still a working interest
owner that was entitled and due notification and their
opportunity to elect or eject.

And as | nentioned, we properly noticed
Maverick and MacDonal d, and Maveri ck has al ready
elected to participate in all four of our wells.

Q And absent a JOA or a pooling order, those
el ection notices carry no |l egal weight. Do they?

A No. But we're currently working with

Maverick to get a JOA signed. As | nentioned before,
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our co-devel opnent to the orders that we got on the
west hal f, working through -- we just got those
proposal s out and working through getting JOAs and
everyt hi ng signed.

And we're hoping to codevel op these
together. And when that occurs, we will get those
parties under JOA based upon the -- the negotiations
that |'ve had with all of the parties.

Q And let's assune -- | don't know. The
bi gger the fight, the longer it takes to get a pooling
order out. Are these proposed wells on Earthstone's
drilling schedul e?

A Yes, they are.

Q For when?

A The dovetail wells are scheduled for early
2024, and depending on how the -- this hearing shakes
out today, they would be codevel oped there and

codesi gned t oget her.

Q W Il Earthstone be the operator of those
wells or will another conpany be?

A Eart hstone will be the operator.

Q Eart hstone will still be an independent

conpany in early 20247
A To ny understanding, yes, sir.

Q Finally, let's go back to the state | and
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of fice approval, the emai|l you wote to Scott Dawson
| ast spring, | think. D d he ever give an explicit
response stating that they would hold their approval
I n advance pending the outcone of this hearing?

A Not in a witten statenent or witten reply.
We spoke over the phone.

Q Do you know of any email|l or anything
revoki ng Mewbourne's state | and office approval ?

A | amnot aware. In that conversation that |
had with Scott, he said that he respected ny email and
he's going to reserve and withhold judgnment unti
t hese cases have been heard and the OCD has made their
deci si on.

MR. BRUCE: That's all | have at this
tine, M. Exani ner.

THE HEARI NG EXAM NER: Thank you.

M. Lowe?

MR. LONE: (Good afternoon.

THE W TNESS: Hel | o.

MR. LOWNE: |'ve just got just a quick
gquestion. In all your exhibits that have been
presented here, is there any one of the exhibits that
has the unit map for the unit in question?

THE W TNESS: The spacing unit?

MR. LONE: Entire referenced unit that
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you guys are referring to for Scott Dawson.

THE W TNESS: The North W I son Deep
Unit?

MR. LOWE: Yes.

THE WTNESS: No. That's a 12,000 sone
odd acre unit, so it's quite large and didn't fully
pertain to these cases. Only the east half of section
7 is enconpassed in that North WIlson Deep Unit.

MR. LONE: Okay. And that's kind of --
| was trying to focus in on in reference to that Scott

Dawson subject, and units, and then what we're | ooking

at here. But yeah. | can understand it being quite
| ar ge.

The ot her question too -- in the
begi nni ng of your presentation, | thought | heard you

t al ki ng about when Earthstone took over this |ocation
fromthe other conpany -- what was the other conpany?
THE W TNESS: Chi shol nf?

MR. LOWE: Chisholm yes. At that
time, did | understand -- did | hear correctly that
that's when you all found out that this |ocation was
under -- had a case nunmber at the tinme? |s that what
| understood and what | heard?

THE WTNESS: Yes. Wen | took over

this area and started working it, and working with
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Adriana and the negotiations, that's when | discovered
the -- the case at hand that led to a lot of this
evi dence and hi story.

MR. LOWE: Okay. And from when you
found that out at that nonent was there any changes to
t he case when you all took it there afterwards or did
it pretty nmuch stay the sanme as how the case was
being -- how the case was, | guess, noted at that
time?

THE W TNESS: Which case are you
referring to?

MR. LOWE: | guess the case in --

pending at the tinme when you took over the other

conpany. Was there a list -- I'massumng all of
them |Is that what -- they were all under that
scenari 0?

THE WTNESS: |'mnot quite
understanding. | think -- are you tal king about the

case that expanded the North Wl son Deep Unit or are
you tal king about these specific cases that we're
speaki ng about today?

MR. LOWE: The one that we're speaking
about today.

THE W TNESS: Did anything change to
t hat ?
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MR. LOWE: Yeah. "Cause that's -- |

guess that's what I'mtrying to understand. From what

| heard is when you all -- when Chishol mtook over the
ot her conpany -- not Chisholm-- Earthstone took over
Chi sholm at that tinme you found that these -- this

scenario, this |ocation was under these cases.

Is that what | -- | guess that's what |
need to clarify on ny side. Was that the scenario at
the tinme?

THE WTNESS: It wasn't at the
I mredi ate tinme that we took over Chisholm but it was
soneti me between then and the tine that we received
Mewbour ne' s proposal s.

MR. LONE: Okay. And that's all |
wanted to find out for sure. Okay. WelIl, thank you
for clarifying that for ne.

Those are the only questions | got.

Any ot her questions | have are going to be fromthe
exhibits that I'mstill going through on ny side. But
t hank you nmuch for your presentation, and | appreciate
it. And that's all | have.

THE WTNESS: All right. Thank you.

THE HEARI NG EXAM NER: Thank you,

M. Lowe.

Any redirect?
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MR. BECK: Ms. Redfearn, | think it's

short.
REDI RECT EXAM NATI ON
BY MR BECK
Q The conversation you had with the state | and
office over the phone, the state |land office confirmnmed
that it would reserve and w thhold judgnment on
approval of either Earthstone or Mewbourne until this
division made its decision in these conpeting
applications. |Is that right?
A Correct.

MR. BECK: That's all | had. Thank
you.

THE HEARI NG EXAM NER: Ckay. Your next
W tness, sir?

MR. BECK: The next witness is
geol ogi st Jason Asnus.

THE HEARI NG EXAM NER: Wbul d you state
and spell your nanme, please?

THE W TNESS: Yes, sir. First nane is
Jason, J-A-S-O-N. Last nanme Asnus, A-S-Mas in
M chael, U-S.

THE HEARI NG EXAM NER: Ckay. And your
voice is com ng through broken up, and I don't know if

the court reporter can hear you clearly. Let's see
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what happened -- we may need to switch to a -- now |I'm
heari ng an echo, so.

THE WTNESS: All right. Let nme try
this now. Can you hear ne?

THE HEARI NG EXAM NER:  Yes.

MR. BECK: Yeah. | can hear you a |ot
better.

THE W TNESS: M nane is Jason,
J-A-S-O N Last name Asnmus, A-S-M U-S.

DI RECT EXAM NATI ON

BY MR BECK:

Q M. Asnus, |'mlooking at your direct
testinony, and sort of your background is provided in
paragraph 3. And your credentials of petroleum
geol ogi st have been accepted by the division before.
s that right?

A That is correct.

Q Attached to your direct testinony there are
a nunmber of exhibits, Exhibit Bl through Exhibit B10.
s that right?

A That is correct.

Q And did you prepare and participate in the
preparation of all of the Exhibits Bl through B10?

A Yes, sir.

Q Who el se besides yourself at Earthstone

Page 205

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



© 00 N oo o h~A w N P

O T N T T T T
a A W N P O © 0O N O 0o~ W N B+, O

hel ped in the preparation of Bl through B10?

A That'I| be our reservoir engineer, Juan
Mat a.

Q Did you discuss all the contents of your
direct testinony, statenent, and Exhibits Bl through
B10 with Juan -- what was his last nanme? |'msorry.

A Mata, MA-T-A

Q MA-T-A. Did you discuss all your direct
testinmony and the exhibits with M. Mata?

A Yes, sir.

Q Al right. And did you understand and f eel
confortable with everything that is witten in
Exhi bits Bl through B10 in your testinony and your
direct statenent?

A Yes, sir.

Q You have -- how | ong have you been working
in the oil and gas industry in the Del aware Basin
specifically?

A Twel ve years of ny career, and | would say
about 11 of those in primarily the Del aware Basi n.
Goi ng on 12 years.

Q And in those 12 years, have you had the
opportunity to analyze and conpare proppant intensity
of wells and the effect on production?

A Yes, sSir.

Page 206

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



© 00 N oo o b~ W N B

N N N NN NN B B P PR R R R
o A~ W N P O © 0O N OO o1~ W N+, O

Q Have you had the opportunity to conpare the
di stance between adult and children wells, and how

that may affect production fromthose child and adult

wel | s?
A Yes, sir.
Q What is a child versus an adult well?
A Typically how we define it -- and |I'm sure

you can cone across many variations of definition of
parent versus child.

But we typically look at a child well as one
that conmes in within a simlar formation target bench,
typically with production being six to nine nonths
after the initial production of the original parent
wel | .

Q And is that he definition that you use in
Exhi bits B9 and B10 when you tal k about child versus
parent wells?
A Yes, sir.
MR. BECK: At this tinme, M. Hearing
O ficer, Earthstone tenders M. Asnus as an expert
petrol eum geol ogi st, and noves into evidence B6
t hrough B10. | think those are the exhibits that have
not yet been adm tted.
THE HEARI NG EXAM NER: That's correct.

M. Bruce?
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MR. BRUCE: M. Examner, | -- no
devel opnent -- no problemw th M. Asnus testifying as
a petroleum geologist. But he is not a reservoir
engi neer. And Exhibits B6 through B10 are clearly
mar ked " Reservoir Engi neer."

And primary data -- Earthstone's
reservoir engineer, who I will not have any chance to
Cr oss- exam ne.

So | don't think there's a -- virtual
connectivity interruption -- and | do not -- | wll
not have the right to cross-exam ne the person who
really fornmed these exhibits and therefore | object to
them being admtted into the record.

THE HEARI NG EXAM NER: M. Beck?

MR. BECK: Sur e. M. Hearing Exam ner,
as M. Asnus testified, he's the one who devel oped
t hese exhibits. He's the one who wote the
information in these exhibits. He feels confident to
testify to the information in these exhibits.

He has made these conparisons for ten
years in the Del aware Basin specifically, so he's
conpetent to testify about all these exhibits. He's
| aid the foundation to how they cone about. They're
adm ssible. They're set forth.

Frankly, you know -- and | don't have
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t he experience that others do, but what |'ve seen in
these contested hearings is that rather than being
here for days and days on end and having nmultiple

W t nesses cone in and out, the witness testinony is
devel oped from those who have both educati on and
experience in the field in which they' re testifying
about are confident to testify.

And that's the reason that the rules
for the division allow for, as you pointed out earlier
as we kicked off today, a nore lenient standard for
the rul es of evidence.

And so hearsay can cone in. And so to
the extent that M. Bruce believes that there's
evi dence he won't be able to explore, | guess he can
try to devel op that now and voir dire M. Asnus, but
ot herwi se they're adm ssible and they shoul d be
adm tted.

THE HEARI NG EXAM NER: M. Beck, what
page nunber does B6 begin?

MR. BECK: If you're talking about the
PDF, the 150, | think it's page -- let ne find the
right -- sorry. |[|'ve got a new edition of Adobe
that's not hel pful, and | ooking at the web pages w ong
here. So let ne see if | can find it. Page 78.

THE HEARI NG EXAM NER: Ckay. G ve ne a

Page 209

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



© 00 N oo o b~ W N B

N N N NN NN B B P PR R R R
o A~ W N P O © 0O N OO o1~ W N+, O

m nute to | ook at these.

exhibits, do you want to voir dire this witness as to

your concern?

BY MR BRUCE:
Q  well

engi neering --

A No, sir.

Q Have you ever taken a reservoir engineering
cl ass?

A Not particularly nanmed "Reservoir

Engi neering,

Q Have you ever testified as a reservoir

engi neer before?

A No,

|'"d object to
par agr aphs 10

hear you, M.

exhibits, so -

you' re done.

M. Bruce, while |I'm | ooking at these

EXAM NATI ON

, M. Asnus, do you have any degrees in

petrol eum engi neeri ng?

but related through ny nmasters worKk.

sir, | have not.

MR. BRUCE: Well, again, M. Exam ner,
his testinmony. And his testinony in
to 13, as well as Exhibit -- B10.

THE HEARI NG EXAM NER: It's hard to

Bruce, but I'"'mstill |ooking at these

MR. BRUCE: |I'msorry. [I'Il wait until

THE HEARI NG EXAM NER:  Thank you.
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So, M. Beck, nowit's ny
understanding -- let nme ask the witness a few
guestions if | may.

The objection is to B6 through B10O.

And |I'm not sure | understand, how were these exhibits
created by you?

THE W TNESS: Well, they were prepared
in tandem with nmyself and our reservoir engineer using
multiple softwares, M crosoft Kingdom which is a
geol ogi ¢ mappi ng software, and Spotfire, which is nore
of a data analytics software. A lot of reservoir
engi neers use this.

THE HEARI NG EXAM NER:  So what was your
role and what was your reservoir engineer's role in --
for exanple, let's be specific --

THE W TNESS: Yes, sir. So ny role in
vetting these exhibits was identifying the correct
wel | data that were brought in to the analysis
overall. So the gun barrel plot or the wine rack in
B6, B7, using those exact carryovers fromthe Exhibit
BS5, which was geol ogi c testinony.

And then the additional vetting of data
that were used in the evaluation of Exhibit B8, B9,
and B10. So the actual wells thenselves that were

brought in to the evaluation of prop and size
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production, dates of production, dates of conpletion,
and wel | spacing.

THE HEARI NG EXAM NER:  What was the
reservoir engineer's involvenent in these five
exhi bits?

THE W TNESS: Actually putting together
t he physical exhibits thenselves in slides B8, B9,
B10, and addi ng comentary to Exhibits B6 and B7.

THE HEARI NG EXAM NER: Commentary in
t he box?

THE W TNESS: Yes, sir. In the text
boxes that are in addition white with black text. So
a lot of the work that has been done has been done in
t andem

Their primary role was really invol ved
I n 1 ooking at production analysis and whet her there
was degradation fromparent to child fromthe
production differences, as well as |ooking at the
proppant -- the conpletion design, the proppant
Intensity fromparent and child wells.

THE HEARI NG EXAM NER: So really |
t hi nk what we have here is whether this testinony,
evidence is within the scope of this expert's opinion.
| think that's really where we are here.

| don't know that it has anything to do
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wi th hearsay, because, of course, the rules of
evidence don't strictly apply in these hearings. |
can use them for guidance if | want to.

But | think ultimately what this cones
down to is if this witness is going to give his expert
opi ni on about sonething that is outside of his field
of expertise, then | think that's inproper.

If it's within, then | think it's
proper. That's the issue |I'm having right now,

M . Beck.

So with that said, what is your
argument that this data in these exhibits, B6 through
B10, is within this expert's scope and field of
know edge?

MR. BECK: M. Hearing Exam ner, this
Is -- | mean, as the witness just explained, this is
stuff that he does in his role as a geol ogist for
Eart hstone and the other oil and gas conpani es that
he's worked for.

And so for the last ten years on a
day-to-day basis he has | ooked at production of wells,
production of anticipated wells, production of
adj acent wells, and how t he devel opnent of child wells
off of those adult wells and the spacing, the

proximty, and the proppant produced in those wells
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affects the production of those wells.

Conpared those to decide, in his role
as a geologist in the conpanies he's worked for, how
to space the wells and what wells would be drilled and
produced goi ng forward.

And so that's exactly what the
information -- and he may think differently than ne,
and |'Il ask himto speak up, but that's exactly what
i nformati on he has contained here in Exhibit B6
t hrough B10, and what ever paragraphs refer those, 10
t hrough 13.

THE HEARI NG EXAM NER: So, M. Beck,
what you're saying is this is within the scope of this
W t ness' expertise, because it's regarding production
dat a.

MR. BECK: Exactly. And conparing the
production data fromexisting wells to anticipate --
conparing that with the geol ogy, the known geol ogy of
the gun barrel and the cross section to be done
anticipate what the production will be, based on the
devel opnent spacing of the wells at issue in this
case.

THE HEARI NG EXAM NER: Ckay. | can
understand that. Wy did he not create these exhibits

hi msel f? Wiy did someone el se work in tandemw th him
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to create these exhibits?

MR. BECK: Because that's -- ny
understanding -- and he can correct me if |I'm wong.

My understanding is that's the way that
this is done in the field, that when you're | ooking at
devel oping -- you're putting together a devel opnment
plan, |ike Earthstone did here, you would conpare do
you want to do side-by-side wells adjacent on the
sane -- you know, at the same -- | was thinking
altitude -- depth -- at the sane depth through other
when it's offset in a w ne rack.

And so just |like you would do in a
busi ness where the geol ogi st, and reservoir engineers,
and petrol eum engi neers work together in a roomto
create these devel opnent plans, that's how they cane
up to here.

And also on a realistic level, |
t hought it would be -- | didn't think we woul d waste
our time on this. M understanding is that's how this
I s done.

And so at a baseline, | tried to
stream i ne and Earthstone has tried to streamnline the
testinony, so we wouldn't have to call in five or six
W tnesses to testify.

And again, | think -- the answer is, is
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that if there's sonething outside of his expertise
that he's going to testify to, that should be brought
out on cross-exam nation, on voir dire. | nean,
that's the whol e purpose of it.

| haven't heard anything about any area
he's not conpetent to testify to he plans on
testifying to today. |'msure -- well, |I'mnot sure,
because Jason is a particularly smart guy in ny
experience.

But | woul d expect that there are areas
of reservoir engineering that he is not conpetent to
testify to. He is not testifying to anything in that
area today.

Everything in his statenment, as he just
told the division under oath -- everything in his
statenment is an area that he has expl ored before, he
has done before in his work, and he is conpetent to
testify to today.

THE HEARI NG EXAM NER: M. Bruce?

MR. BRUCE: Well, a couple of things
that he's going to testify about is estimate ultimte
recovery of wells. He's going to testify about the
drai nage area. And if you |look at Exhibit B6 and B7,
and other matters |like that -- virtual connectivity

interruption -- reservoir engineering.
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And again, | cannot engi neer -- virtual
connectivity interruption --

THE HEARI NG EXAM NER:  It's very
difficult to hear you, M. Bruce. But | understand

t hat you're maintaining your objection, because you

feel like this witness is outside the scope of his
experti se.

Vhat 1'Il do is this in this -- for
these exhibits. I'mgoing to wait until after the

testinony is over to decide whether to admt theminto
evi dence or not.

| will give you a lot of latitude to
cross-examne this witness to show ne that this data
is not reliable for some reason.

But if | feel like it is reliable, then
| amgoing to admt it, because basically the rules of
evidence are greatly relaxed in these admnistrative
hearings. And | understand that there's an overl ap of
this witness' scope of expertise in the creation of
t hese exhibits.

| just don't know how nuch of an
overlap there is, and | don't know how reliable these
exhibits are until you deal with cross-exam nation on
t hem

So I'mgoing to reserve ny judgnent on
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this, but please, M. Beck, why don't you continue.

BY MR BECK

Q M. Asnus, |'mgoing to wal k you through
sonme of the -- I"'msorry. | hit the wong button
here. |'mgoing to wal k you through sone of the

exhi bits that you prepared in anticipation of today's
heari ng.
' m showi ng you what's been admtted as

Exhibit B1. WII you explain to us what's depicted in

Exhi bit B1?

A Yes. Bl is a location map of regional and
| ocal of where the proposed well |ocations are planned
to -- to be drilled fromsouth -- 18 into 7, as well

as showing all the vertical, whether producing or not,
wel |l border control that we have in the area, as wel
as corresponding first and second Bone Spring sand
hori zontal wells that are pertinent to the proposed
wel I s proposed by Earthstone Energy.

Q And the pertinent wells that are producing
fromthe first and second, those are delineated by
yell ow -- blue respectively.

A That is correct.

Q Showi ng you what's admtted as Exhibit B2.
What is this exhibit show ng?

A B2 is showing the structure on top of the
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first Bone Spring sandstone in contoured intervals of
25 feet, as well as a cross sectionin Ato A prine
that'll be shown in Exhibit B5 and the proposed
generic kind of well |ocation stakes as the dashed
orange | i nes.

Q Were you involved in the application for any
adj acent wells in front of the division for
Eart hst one?

A No, sir.

Q So were you not involved in the Earthstone
wells for the west half of section 187

A Oh, I"'msorry. Yes, sir.

Q So Earthstone previously applied to the
di vi sion and was granted conpul sory pooling orders for
wel | s adjacent to these proposed wells. 1Is that
ri ght?

A Correct.

Q And where are those wells | ocated, for
exanple, if we're just |ooking at Exhibit B-2?

A The west half of the east half.

Q And so that would be the half that is
directly adjacent to the left of this red rectangle.
s that right?

A Correct. Right.

Q And you were the geol ogi st who provided
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testinony to the division in support of those wells
that were eventually granted conpul sory pooling
orders; right?

A Correct.

Q Now we' re | ooking at Exhibit B-3. What are
we seeing in Exhibit B-3?

A Essentially the exact sanme thing. Only
| ooking at the top of the second Bone Spring sand. So
it's the sane structure, just different formation, in
25 contour intervals.

Q Now |I''m show ng you what's been admtted as
Exhibit B4. \What is this exhibit?

A This is the cross section fromA to A prine
t hat was shown on both the structure nmaps, as we
previously discussed, showing all three of the
I nt ended horizontal drilling targets.

We have first all the way at the top the
first Bone Spring sandstone target with an average of
about 75-foot thickness from southwest to the east,
which is the orientation of this cross section.

Goi ng down further, you have the upper
second Bone Spring sandstone target, which again on
average, is roughly 60 feet.

And then below that and lastly, you have the

| ower second Bone Spring sandstone target, which
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agai n, on average, how we pick it, is roughly 60 feet.
Q Showi ng you Exhibit B5. Wat is shown in
Exhi bit B5, M. Asnus?

A B5 is a gun barrel representation of how
we -- or wine rack display has been previously used in
this hearing -- of how we intend to devel op and dril

all four horizontal wells.

Again, starting at the top you have the 113,
114, 1,320-foot spacing in the first Bone Spring sand,
550 feet approximately. Below that you have the upper
second Bone Spring sand horizontal proposed well, the
214H.

And then below that, again, approxi mtely
220 feet. You have the 223H, which is the -- the
| ower second sand.

Again, in the -- in -- also what you see
here are the North WIlson Deep Unit wells that are
offset and | ocated directly off to the east, the 3H,
and then the 4H was in -- which is in the upper second
and | ower second targets respectively.

Q Ckay. |I'mshowing you -- well, let ne ask
this question first.

A Yes, sir.

Q In preparing for the hearing today and

preparing for your testinony today, did you have the
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opportunity to consider the conpeting applications
from Mewbour ne?

A Yes, sir.

Q And in your consideration and conpari son of
Mewbour ne' s devel opnent plan did you create exhibits
w th Juan Mata at Earthstone that depict why
Eart hstone believes its devel opnent plan is superior
to that of Mewbourne's?

A Yes, sir.

Q All right. 1'"mgoing to show you now what's
been marked as Exhibit B6. Wat's depicted in this

Exhi bit B6?
(Exhi bit B6 was marked for
i dentification.)
A B6 is essentially a depiction of the overall

production comng fromthe upper and | ower set North
Wl son Deep Unit wells. And an overall representation
of what we -- Earthstone being "we" -- determne to be
a drai nage radius drawn around the North W1 son Deep
Unit 3H well bore | ocati on.
Q " m showi ng you Exhibit B7. What's depicted

in Exhibit B7?

(Exhibit B7 was marked for

i dentification.)

A B7 is the proposed Mewbourne devel opnment
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plan for the -- the 18 7 section wells and how t hey
are getting within a consideration distance and
i ncreasing risk by keeping their 9H well within cl ose
proximty to the offset inherent North W1l son Deep
Unit 3H horizontal second sand well.

Q You tal ked about risk. What's the risk that
Eart hstone believes its application avoids better than
Mewbour ne' s application?

A I ncrease in that hypotenuse di stance and
direct offset horizontal distance fromthe existing
I nherent 3H wel|l by targeting the upper second sand.

Q And that's depicted here on B6 where we see
that there's 1,445 feet between the North W I son Deep
Unit 3H and the proposed 214H; right?

A That is correct.

Q Conpared with 940 feet between the proposed
Nort hwest Deep Unit 9H and the existing 3H.

A That is -- correct -- correct.

Q And so basically what's depicted and

expl ained here is that having those wells cl oser

together on this -- at the sane depth produces nore of
a risk that the production will be depleted. Is that
accurate?

A That is accurate.

Q Okay. This also tal ks about proppant
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intensity. What is that? Explain that to ne.

A So proppant intensity is just the anmount of
overall sand and fluid per foot that is proposed in
their conpletion design for the proposed wells.

And so just |ooking and conparing at, you
know, our -- our devel opnment plans and revised to
theirs, typically when you increase this proppant per
foot, your enhanced ultimate oil recovery increases.
So it's just a conparison of the two different
conpl eti on designs.

Q Al right. |1'mshow ng you Exhibit B8, the
of fset second Bone Spring well performance. What's
depicted in Exhibit B8?

(Exhi bit B8 was marked for
I dentification.)

A Ei ght is essentially showi ng the exact sane
thing, just by |ooking at a case study of -- of
further outside of the scope of just the proposed
Mewbour ne wel l's, but looking up we look at a 5 mle
proximty to the proposed 18 7 section devel opnent,
show ng essentially the sanme thing; right?

Over tinme, as you increase proppant
intensity in a barrel per foot froma fluid
st andpoi nt, your EUR and oil UR increase

exponential ly.
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Q So it's show ng that as you have a higher
proppant rate, all things sort of being equal here,
you have a |l arger estimated ultimate recovery, or EUR
s that right?

A That is correct. And also show ng, you
know, within that sane scope, was it within a certain
proximty fromparent to child well standpoint? |If
you're too close, having that increased proppant
intensity could beconme detrinental to both either the
parent and/or child wells.

Q So inthe 5-mle proximty that you | ooked
at for these proposed outland 18-7 units, what you
found was if children are | ocated closer to the

parents, it results in a |lower production rate for

the --
A There is a --
Q -- over time for those wells.
A Yes, sir. There seens to be a detrinental

i npact to an extent. Yes, sir.

Q And why did you choose a 5-mle proximty as
opposed to statewi de, or a larger radius, or a smaller
radi us?

A Yeah. You know, so really that depends on,
you know, geol ogic scope; right? Were do you sit in

terns of the basin and how these formations are being
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deposi t ed.

You know, as you step east, west, north, or
south fromany particular distance -- and again, this
I's going very area in the basin -- your geol ogy and
t he geol ogi cal paranmeters that need to be considered
here greatly can vary; right?

So there's typically a safe distance, and
that, again, can vary by conpany to conpany or
department from department internal to a conpany about
how far out you feel is safe to -- to pull anal og data
fromas a direct conparison; right?

Q "' m showi ng you Exhibit B9, which is the
basin well proposed exanple one. What's this show ng?

(Exhi bit B9 was marked for
I dentification.)

A Again, these are very simlar cases to
exactly what we've been discussing here in the past
exhi bits show ng both how spacing can be detrinentally
affected any wells drilled in the sane bench within a
certain spacing distance fromparent to child wells.

Q And is that --

A -- study exanples that are directly offset

to the sout hwest of section 18 and 7.

Q Okay. So these are directly southwest from
t he proposed spacing units in these applications. |Is
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that right?

A That is correct.

Q And is this show ng that the Dolly Varden
B2ED1H i s what you' ve been referring to and what's
referred to as an adult well?

A Correct.

Q And then the two offset on either side of
that, the Dolly Varden B2SCl1H and the N11H, those are
the children wells. Is that right?

A That's correct. And so |ooking at this --
of f set spacing known as the Dolly Varden 1H, you can
see that it has been inpacted froman overall EUR
barrel per foot standpoint.

You have the child or the parent initial
well, which I think nost people understand is probably
going to be ultimately your best well.

And as you step offset to that in either
direction, east versus west, within a certain distance
it's going to be detrinentally inpacted, especially at
t he sanme vertical target bench. So second sand, all
three wells in the same bench, for instance.

Q Now |I''m show ng you Exhi bit B10, the spacing
wel | performance Exhibit 2. What's this exanple
show ng?

Il

Page 227

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



© 00 N oo o b~ W N B

N N N NN NN B B P PR R R R
o A~ W N P O © 0O N OO o1~ W N+, O

(Exhi bit B10 was marked for
i dentification.)

A Agai n, show ng the exact sane thing, wells
that are roughly 1,300 space really. Again, fromthe
Lychee 1H to the Lychee 503H you have roughly 300 f oot
to 250 foot vertical separation between the wells.

But it's again showing that detrinment only
froma horizontal spacing standpoint froma parent to
a child well.

Q And is that how you reached your concl usion
that the spacing for Earthstone's proposed wells on
the east half, east half of section 18 would result in
a better expected production than will Mewbourne's
proposed wel | ?

A We are at | east decreasing the risk. Yes,
sir.

Q Now you were on here when M. Carrell
testified for Mewbourne; right?

A Yes, sir.

Q | want to talk with you a little bit about
sonme of his testinony. He testified a |ot about sone
probl ens he saw with Earthstone's plan to drill into
t he upper second Bone Spring. Do you renenber that?

A | do. Yes, sir.

Q Now we've got in front of the division here
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today -- although the cases are consolidated, we've
got two different cases for Earthstone. |[Is that
right?

A Yes, sSir.

Q And that's case nunber 23475. That's the
State Com 114H and the State Com 214H; right?

A Yes, sir.

Q And then case 23477 we've got the outland 18
7 State Com 113H and 223H; right?

A That is correct.

Q Al right. Now M. Carrell's testinony
about the problemw th targeting, in his opinion, the
upper second Bone Spring, does that relate to both of
t hose cases and both those applications or just one?

A Primarily the way that | see it, just one.
And that is the east half, east half.

Q And his testinony about conparing what he
saw as reduced ability to produce hydrocarbons, that
was in the east half, east half of section 18; right?

A That is correct.

Q When we're tal king about that, is that the
entire 2-mle lateral that he's criticizing or is it
the portion of that 2-mle lateral for just that one
case”?

A In my opinion, that's just for a portion of
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t hat one case.

Q And so as far as you got fromM. Carrell's
testinony, he's not raising concerns about the west
hal f, east half application of Earthstone; right?

A No, sir.

Q Ckay. Now |l want to talk with you about --
let's see if I've got it here. G ve nme one second.
l"mtrying to find the email from Tuesday with the
extra exhibits.

' m show ng you what | think has been
admtted as Exhibit 12 now. This is what we were
di scussing with M. Carrell, his depiction of, I
guess, the cross section of the upper second Bone
Spring. |Is that right?

A Yes, sir. That is correct.

Q And it says in this mddle textbook in the
m ddle that it shows approximately 36 feet of sand in
t he upper second Bone Spring. See that?

A Based on how they interpret the top and base
of that target, yes, sir. | see that.

Q And you say, "Based on how they interpret
that." Do you disagree with what's depicted there in
Exhibit 12?

A | do. Yes, sir.

Q Tell me about that.
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A Yeah. So really, you know, | think this
cones fromthe standpoint of geologic interpretation.
And | doubt that M. Carrell would argue with nme on
this fromthe standpoint of you put five geologists in
a room ask themto interpret the sane cross section,
you'll get five different interpretations.

And really also it's how each conpany has
determ ned their target bench, what criteria was used
to pick the top and the base of that target bench.

Mewbour ne may have a different set of
criteria than Earthstone, and how they pick that top
and base of good reservoir is going to vary.

So in his case and his argunment that the
east half, east half is -- for the upper second sand
IS exaggerated a little bit thin than how we conpare
it -- looked at that well, and it is 66 feet on how we
determ ne the top and base of it.

So it averages right around that sane 60
feet that you see in the Exhibit B4. That has been
consi stent.

Whet her you're taking it from west to east
across the section, as M. Carrell did for -- for
their exhibits or you go froma south to north
orientation in the area, it is consistently present

and it is consistently present across the entire -- of
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t he proposed well bore that we intend to target that
bench for.

Q So |''m showi ng you Exhi bit B4, which | think
you just referred to.

A Yes, sSir.

Q And | think what you were saying was that
your determ nation for the entire second Bone Spring
where Earthstone's drill is proposed averages 60 feet
thick as opposed to his 36 feet representation; right?

A That's correct. And again, | also say,
"Average." So do you have variation above and bel ow
that? Yes. But for the nost part, 60 feet seens to
be a fairly consistent nunber that we get to when
| ooki ng at that upper second sand target.

Q And did you | ook at that --

A The Packer [ph] well?

Q The sand when -- yeah. Did you | ook at that
when you were considering replacenent of Earthstone's
well in the upper second sand?

A Yes, sir. There have been quite a bit of --

| mean, and cal cul ations that go into determ ning

where we exactly want to drill a horizontal target,
because the amounts of mllions of dollars that are,
you know, having to put forth in drilling one of these

wells is not sonething that we take lightly.
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So yes, we've | ooked at every well in the
of fset area.

Q When | ooking at drilling in the upper second
Bone Spring, taking into consideration what
M. Carrell says versus what you anal yzed and the
relatively close proximty of Mewbourne's proposed
well at the same depth, which in your opinion has a
better chance of producing nore -- for |ack of a
better -- oil out of the ground?

A Really it's going to depend on offset
spacing to a parent well. You know, we really like
the | ower second sand. It is thick -- just as thick.
It is consistent. And that seens to be where a
majority of the offset wells are | ocated.

However, with the spacing considerations and
t he devel opnent plan that we would like to put forth,
we feel |ike we would be comng too close to that
initial parent well, that North Wl son Deep Unit, to
feel as if we would get just as nuch, if not nore
production drilling in that | ower second sand.

We feel that would be detrinental to the
overall production of this unit and a waste from
overal |l devel opnment standpoint. So we decided to bunp
it up to that upper target, which we feel is just as

consi stent and productive, and also maintain a
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reduced risk fromthat offset parent well.

Q I think what | got fromyou is that all
t hi ngs bei ng equal, nmaybe you agree that the | ower
second is a better target, but when you bal ance that
close proximty to the northwestern deep 3H with the
offset proximty in the upper second, Earthstone feels
like it's going to get a better return on its
i nvestnent fromthe plan that it's proposing in its
applications today. |Is that right?

A Correct. But what | can tell you about that
upper sand target is that there are quite a few --
there is only a couple wells imediately offset to
this area that are in that upper target in conparison
to the | ower.

So to say one is exponentially better than

the other, | feel like would not be a fully valid
conment .

Q In addition to targeting the | ower Bone
Spring formation -- or excuse ne -- the second Bone

Spring formation, Earthstone's devel opnent pl an
proposes two wells in the first Bone Spring sand

formation; right?

A That is correct.
Q And those are proposed in these
applications. |f a conpul sory pooling order is
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granted, those wells will be drilled.

A Absol ut el y.

Q Conpare that with Mewbourne, which in its
applications before the division today proposes only
one well in each application and only in the second
Bone Spring formation. |s that right?

A That is what |'ve heard. Yes, sir.

MR. BECK: That's all | have for this
wi tness, right now, M. Hearing Oficer. Thank you.

THE HEARI NG EXAM NER: M. Bruce, are
you ready?

MR. BRUCE: Sure. Let ne get ny
readi ng gl asses out.

CROSS- EXAM NATI ON

BY MR. BRUCE:

Q Let's go to your Exhibits B6 and B7.

A Yes, sir.

Q You're tal king about potential effects from

the unit 3H well.

A That is correct.

Q And your little area of drainage, the green
area -- virtual connectivity interruption -- ultimte
recovery?

A l|"msorry. You broke up a little bit there,

M. Bruce. Can you repeat that question, please?
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Q Can you hear ne better now?

A Yes, | can.

Q Okay. Sorry about that.

A It's okay.

Q The green area of drainage, is that based on
what has been produced -- virtual connectivity
i nterruption -- ultimte recovery?

A So what that green area is representative of

i s based on parent and child effect anal ogs that we've
| ooked at fromoffset area lows. All right.

So where we see that reduction in
ultimate -- in our oil UR per foot that we proposed in
the other exhibits, we've kind of conme to a conclusion
that that is a representative rai se based on the
variation in offset spacing within the sanme zones.

So we've kind of |ooked at a smattering of
devel opnent plans that have been devel oped and have
production data, had representative parent and child
wel | s, and kind of come to that conclusion that that
Is an overall -- kind of where your -- your drainage
rate is and your inpacts really start to appear from
one parent well to another well in the sane zone.

Q And you say, "We." Who are you talking
about when you say, "We"?

A It would be a coll aborative effort between
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nysel f and the reservoir engineers, as, you know, |'m
sure if you ask M. Carrell, we work tandemly day to
day very closely when we cone to evaluate different
wel | offset production results and spacing, because it
| npacts both disciplines and how we want to devel op a
certain area.

Q And in fact if you're looking at with this
depl eted reservoir region, once again, is this today,
or is it a year and a half, or two years, or five
years down the road?

A Yes. So when we say, "Approximtely 25 cune
oil barrels per foot," that is accunulative
production. So that is a to-date production nunber.
And | believe that was |l ast pulled on Septenber 1st.

Q Well, | guess what |'mgetting at -- well,
|l et me ask a question. \Wen you're | ooking at the
depl eted reservoir, what you call it, what factors are
you - -

A So there's a lot of factors that we have to
take into account here. Really we have to | ook at
vertical section, so the entire |ateral portion of the
wel | bore that's been treated, their conpletion design
overall within that treated lateral |ength, so how
much proppant per foot, what sand type was used, what

fluid was used, if we know how fast or how hard they
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were punping fluid into the reservoir first stage, oi
stage lengths -- orientation if you have it.
| mean, and a lot of this is information you

don't have for offset conpetitor data, unless it was a
well you were able to participate in or trade for.

Q Well, do you have to use volunetrics,
recovery factors, things |like that?

A Yes, sir.

Q And do you have to set a drainage tape and
height if you're going to get to this -- the egg --
t he green egg?

A You will get it based on what you know about
hori zontal and offset vertical and horizontal spacing,

I's based on where you interpret the well bores to be

| ocated. | don't know -- answers your question or
not .

Q It still looks Iike -- and | ooking at
Exhibit B7 -- one | drew on, you're show ng the entire

east half of section 18, that red outline is that
correct?

A The red outline? 1|s that what you sai d?

Q Yes, sir.

A Yes, sir.

Q So there's no effect on the west half, east

hal f --
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A That seens to be the -- seens to be the east
hal f, east half, which is right about where the 9H is
pr oposed.

Q Say that again.

A Well, | was answering your question. You

asked if there was no inpact on the west half of the

east half. Is that correct?
Q Yeah.
A That woul d be correct.
Q And you don't show east half of section 7,

so obviously there's no effect there.
A This is a 2D representation, so it says
ri ght above that red rectangle that you' re | ooking at,
outland 18 7 east half, this is looking at purely a
cross sectional 2D view. So this is interpreted to be
representative all the way from 18 into 7.
It |ooks to be exact same way the -- showed

just in section 7 or versus just in section 18, as the

wel | bores will cross both sections.
Q And let me see. And so what you're -- first
of all, you're looking at wells that are 940 feet

away, based on your nap.
A Yes, sir.
Q And under division statew de rules, those

well's could be placed 660 feet apart.
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A Coul d be placed at any spacing the operator
wants to drill themat. 660, yes.

Q And |'m just saying, the division's
statew de rules allow these two wells or any of these
wells out here to be 660 feet away from each ot her
east to west.

A Okay. I'mwaiting for your question.

Sorry.

Q Well, isn't your problem nore with division
rules than with Mewbourne, who's proposing what they
think is the best zone to produce out here?

A | don't have any problemw th division
rules. | can see that Mewbourne, if they wanted to
prevent risk, could propose their wells in the upper
second sand or space their child wells a little bit
cl oser together to help mtigate that offset footage
risk fromthe parent -- or fromthe parent well.

Q Well, if there's any potential for the

pressure depletion or drainage, isn't the typica

remedy to drill an offset well to prevent that
dr ai nage?
A Say that one nore tinme. You did break up a

little bit, but I'"mnot sure | understand your
guesti on.

Q Well, | go up there and drill a well next to
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you, and you're afraid that -- and it's a totally
orthodox | ocation. And you own the offset acreage,
and you're afraid of ny well draining in your acreage.
Isn't the remedy for you to go -- drill a well to
prevent drai nage?

A Sir, I"'mnot sure | want to speak to
hypot heti cal s here, because it could vary by any
operator, so not sure if |I can answer that question to
how you woul d prefer

Q And both your second Bone Spring wells are
proposed as upper Bone Spring wells.

A No, sir.

Q No?

A That is correct. |If you were to |ook at
Exhi bit B5, which is the gun barrel devel opnent of
proposal, you can see that we have the 223H, which is
a |l ower second sand, and 214H, which is an upper
second Bone Spring sand.

Q Okay. Well, I'mjust |ooking at the second
Bone Spring wells.

A Right. | believe | answered your question.

Q Okay. But did you ever | ook at the upper
second Bone Spring thickness in the Nearburg [ph] well
in the northeast quarter of section 187

A You're referring to the one that M. Beck
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and nyself were discussing earlier, the -- the Packer
[ ph] 18 State Nunmber 17

Q Correct.

A Yes, sir. And | -- | commented that | -- |
had in fact |ooked at that well. And that was when |
got into the explanation of every geol ogi st picks a
target differently, and we interpret that to be of
di fferent thickness than what Mewbourne does.

Q | guess ny one final question is even if
there is sone pressure depletion, | nean, the effect,
| ooking at the east half of section 18 would be
sonething like 20 -- acreage pressure deplete.

It looks like a very small area of pressure

depl etion -- potential pressure depletion in the east
hal f, east half of section -- virtual connectivity
I nterruption -- have you calculated that area that's

drawn in there?

A So we cal cul ated, and what we show in
Exhibit 6 and 7 is exactly that. Based on offset
anal ogs, not a hypothetical nunber that we determ ned
to be small or | arge.

MR. BRUCE: Well, M. Exam ner, | think

that's all | have for M. Asnus. But |'d still
request that Exhibits B6 through B10, which are based

on a lot of engineering factors, and |'m not able to
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cross-exam ne the reservoir engi neer, used by
Earthstone, it's putting Mewbourne at a di sadvant age.
And those exhibits and the rel ated
testi nony should be stricken. Thank you.
THE W TNESS: Believe you're nuted --
MR. BRUCE: M. Hearing Oficer, you're

on mnut e.

THE HEARI NG EXAM NER:  Thank you.
Appreciate it. M. Bruce, before you began
guestioning this witness, | stated that | was giving

you wide latitude to try to determ ne whether there
wer e questions that you had that this w tness could
not testify to.

| haven't heard any. And you're
finished with your cross-exam nation, and the reason
that | would have ruled in your favor and took these
exhibits out is if this wtness was unable to testify
to your question, but he has in every situation.

And so I'"mgoing to overrule the
objection. These exhibits are admtted into evidence.

And | want to know whet her or not
M. Lowe has any questions for this wtness.

(Exhi bit B6 through Exhibit B10 were

received into evidence.)

MR. LOANE: Yes, sir, | have a few

Page 243

Veritext Lega Solutions

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




© 00 N oo o b~ W N B

N N N NN NN B B P PR R R R
o A~ W N P O © 0O N OO o1~ W N+, O

clarification questions.

THE HEARI NG EXAM NER: Pl ease.

MR. LOWE: Good afternoon, Jason Asnus.

THE W TNESS: Good afternoon, sir.

MR. LOWE: Just a quick thing on what
you presented to us here.

THE W TNESS: Yes, sir.

MR. LOWE: Exhibit B5, | just want to
get a -- | think you mght've stated it, but the wells
on the right-hand side of the page, the ones in red,
are those the parent wells? Is that what you're here?

THE WTNESS: I1'mcalling those out as
of fset producing wells within the North W son Deep
Unit, the 3H and the 4H. Those are existing producers
that are directly offset to the east that drill from
north to south.

MR. LONE: Ckay. And those wells right
now, who owns those wells?

THE W TNESS: Well, that would be
Mewbour ne.

MR. LOAE: And then Exhibit B8, B as in
boy, can you just run through really quick on the oil
ERO per foot hypotenuse bin chart here?

THE W TNESS: The EUR per foot?

MR. LOANE: Yeah. Yes, sir.
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THE W TNESS: Yes. So that's an
estimated ultimate recovery factor that we are
calculating. And that is based on -- so if you | ook
at the map in the top left, you can see our selected
wells are in the -- the main color of blue.

Everything else is kind of ina -- a
transparent coloration. So we pool from approxi mately
10-mle radius and | ook at the estimated ultimte
recovery factor for all those wells -- anal og second
Bone Spring sand produci ng wells.

MR. LOWE: Okay.

THE WTNESS: -- we're just |ooking at
how proppant intensity and how conpletion variation
| npacts performance on an EUR basis. So basically
getting that -- the nore -- the larger the conpletion
design, but on sone of these wells, at |east based on
| ocal offset -- wells, the better the ultimte EUR
recovery in production that you get.

MR. LOWNE: All right. WelIl, thank you
for that. And those are the only things that | have.
Thank you, sir.

THE W TNESS: Thank you.

Bel i eve you're nuted again, sir.

THE HEARI NG EXAM NER: |'ve been nuting
nyself to keep out the -- so that we've seemto have
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devel oped -- were you and M. Lowe discussi ng Exhibit

B8?

THE W TNESS: That is what he had asked
about. Yes, sir.

THE HEARI NG EXAM NER: That's what |
t hought. Okay. | just wanted to be clear, because no

one nentioned an exhibit nunber.
THE W TNESS: Yes, sir.
THE HEARI NG EXAM NER:  Ckay. M. Beck,
Is there any redirect for this w tness?
MR. BECK: Briefly.
REDI RECT EXAM NATI ON

BY MR. BECK

Q M. Asnus, going in reverse order there, you
were tal king about the nmor -- in Exhibit B8, the
greater proppant producing |larger EUR recovery. |Is
that right?

A Yes. |It's a general observation that we --

that we, ny reservoir engineering counterpart and
mysel f observed that with i nproved EUR was an effect
of increasing your stinulation design or increasing
your conpl etion design.

Q And how does that relate to Earthstone's
appl ication versus Mewbourne's application?

A | believe there was a difference in your
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proppant intensity, 2,500 pounds per foot versus 1,900
pounds per foot.

Q Eart hstone is proposing 2,500 --

A Eart hstone is proposing 2,500. Yes, sir.

Q Whi ch woul d, under this analysis, result in
a greater expected EUR?

A Yes, sir.

Q The other question | had is M. Bruce asked
you about what he said was a small area pressure
depl eti on under your analysis. Do you renenber that?

A | remenber himjust nmentioning that, yes.

Q And ny understanding is that when Earthstone
devel oped its application and decided to target the
upper second Bone Spring formation, it took into
consi deration the depletion as expected from what
M. Bruce referred to as that small area of pressure

depletion; right?

A Now | can't really speak to what M. Bruce
was referring to as -- in regards to small versus
|l arge. So that |I'm not going to speak to.

But when you tal k about depletion effects,
that is exactly what went into our decision in
I ncreasing the vertical separation between the offset
3H and our upper second Bone Spring sand well, the

214.
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MR. BECK: That answers nmy questions.
Thank you, M. Asnus.

M. Hearing Oficer, that's all | have.

THE W TNESS: Thank you.

THE HEARI NG EXAM NER:  You want to call
your third and final w tness?

MR. BECK: | do, but | would really
like to take a five-mnute break or if the reporter
needs | onger than that, longer. But | could use a
break really quickly.

THE HEARI NG EXAM NER: Ckay. Let's
break until 3 p.m It's 2:53 right now. Thank you.
MR. BECK: Thank you.

(OFf the record.)

THE HEARI NG EXAM NER: Have a third
wi t ness for Earthstone.

Woul d you state and spell your nane,
pl ease?

THE W TNESS: Yes, sir. M nane is
Ni chol as Goree, N-1-C-H- O L-A-S, |ast name Goree,

G OREE

THE HEARI NG EXAM NER: Ckay. You're
under oath. Please proceed.
/1
/1
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DI RECT EXAM NATI ON
BY MR. BECK
Q M. Goree, |'mlooking at what's been
admtted as anended Exhibit C. And it tal ks about
your experience as a petrol eum engi neer in paragraph 4
and attaches your resune. For how | ong have you been
wor ki ng as a petrol eum engi neer?

A For 13 years, sir.

Q And what's your current position?

A Vice president of drilling for Earthstone
Ener gy.

Q How | ong have you been the vice president of
drilling for Earthstone Energy?

A |'ve been the vice president for a little

bit over a year and a half now, and then inside the
drilling department for -- since ny enploynment for six
years now.
MR. BECK: All right.
M. Hearing Exam ner, Earthstone offers
M. Nicholas Goree as an expert in petroleum
engi neeri ng.
MR. BRUCE: No objection, M. Exam ner.
THE HEARI NG EXAM NER: Thank you,
M. Bruce.

So adm tted.
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BY MR BECK:

Q M. Goree, when did Earthstone Energy enter
New Mexi co?

A We cl osed on our acquisition of Chisholmin
| ate 2022, and we've been in it since then, sir.

Q " mgoing to show you what's been adm tted
as Exhibit C1. And the first line here in the
exhi bits shows the Chishol macquisition. And how many
wells did Earthstone acquire in the acquisition of
Chi shol nf?

A Fully drilled 78. Those were actual
hori zontal wells that we've counted as drilled. There
was nmultiple wells beyond that that -- that were
vertical wells, et cetera, offset production.

But I|"'m-- in this display here, I'"'monly

counting actually drilled horizontal wells, sir.

Q Al right. And so in 2022, Earthstone
acquired 78 horizontal wells that were fully drilled
from Chi shol n?

A Yes, sir.

Q Is Earthstone still the operator of those 78
wel | s?
A To ny recollection, yes. | can't speak to

where its trades or anything along those lines, sir,

but yes.
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Q And the next acquisition you talk about, it
ties New Mexico into that.

A That happened as well in 2022. They had
drilled 51 horizontal wells that we acquired in that
acquisition. And to ny best recollection, they are
still underneath operatorship by Earthstone Energy.

Q And then what's the next line, reflect
Eart hst one operating wells.

A Since entering in and taking over acreage by
Chi shol m and with acreage over with Titus [ph], we
have gone into that said acreage and have drilled over
seventy -- 74 well -- horizontal wells since taking
over that acreage in 2022, sir.

Q Al right. You also talk about the Texas
M dl and Basin and that you have -- you currently -- |
assune that reflects that you currently operate an
additional 136 wells in that Texas M dl and Basi n.

A That is operationally drilled 136 wells.
The real nunbers that are actually underneath
operatorship are nuch higher.

Q Okay. And Earthstone operates additional
wells and drills additional wells outside of just New
Mexi co and Texas M dl and Basin; right?

A Yes, sir. W have operatorships in South

Texas, as well, sir.
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Q "' m going to show you what's been adm tted
as Exhibit C2. Do you see that on the conputer
screen?

A Yes, sSir.

Q What's reflected in this exhibit?

A This is showing offset drilling data from
where our -- let me back up. The red lines are our
proposed wells if we were to get -- our proposed east

half wells. W also see the proposed wells there on
the west half that we will drill either way.

Qur east half wells there -- our proposed
wells are in red. And what you see there as far --
mar ked by the purple Allen's [ph] date, those are
wel I s that have been recently been drilled by us in
the | ast three nonths.

And below there you'll see a DVD pl ot
showi ng our well performance, and it's a little bit
easier read, as far as overall -- rerelease there, as
named, show ng our drilling performance that we've
been able to recently perform at.

Q And you may have nentioned this and it
passed nme, but I'mnot famliar with -- what does RR

stand for?

A That would be rig release from-- actually
from Spunning [ph] -- well to rig releasing and noving
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onto the next well on a said pad, we have obtai ned
t hese days.

Q And that's 21.4 for the 11H, 10.2 for the
12H, and 15.2 for the 13H. s that right?

A Yes, sir. That's correct.

Q In preparing for the hearing today, did you
conpare the AFEs of Mewbourne and the AFEs of
Eart hstone for these two conpeting applications?

A | did, sir.

Q Al right. And let me show you -- do you
want to give us -- why don't you give us sort of your
10, 000-f oot view of what that conparison shows before
we go into the two details, if you woul d.

A Yes, sir. No. So overall it was found that
Eart hstone was going to be, based off of the AFEs, the
nore econom cal operator, as far as noney expected to
be spent on the wells.

That's the 50,000 viewpoint. And if we want
to get into the actual specifics on -- discuss nore of
a breakdown between the drilling intangibles and
tangi bl es side, as you can see here. \What's notated

in yellowis what | really wanted to bring up, as far

as the --
Q Let me stop you for one second, M. Coree.
A Sorry.
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Q That's all right. Wen you see, "See here,"”

"' m now showi ng you what's been admtted as Exhi bit

C3, AFE conparison drilling intangibles and tangibles;
ri ght?
A Yes, sSir.

Q Al right. Go ahead and tell us about what
this exhibit shows.

A This exhibit here is depicting our apples to
appl es conparison from what AFEs that Mewbourne
proposed that last -- was -- was given to ne for an
analysis, with yell ow being notated as our | arger
differentials that are seen.

As far as overall total drilling difference,
we are expected to come in at roughly $388, 000 cheaper
t han what Mewbourne is proposing. A mpjority of that
can be seen, as far as the day work -- drilling of
736, 000.

As notated by the AFEs that were given to
me, that equates to about a 9-day drilling difference

on expectations of tineliness as far as executing this

well. And this is in reference to a second Bone
Spring well, since that is what they were only
proposing to drill in the area.

O her things that are notable are the --

rentals, and then one was the closed | oop system
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cutting to this claim

As | discuss here, do not see anything as
far as closed | oop or a cutoff following -- it is
majority -- | haven't seen or heard of anyone out
there building pits.

So -- and you have to usually haul off in
the state. O course, this is not federal |and, so
with it being state, you could do a pit, but it is a
very long, lengthy process, and it is very rarely
gr ant ed.

So | was kind of surprised not to see sone
sort of cost in there for a loss in cutting
di sposabl es inside the AFE that was presented to ne.

And on the -- on the tangible side, as far
as casing, anything that's actually in the well bore
itself, they had put their long string production over
on the conpletion side. As you can see, | have a
notation for the original conpletion side.

So to nmake these as nore -- as apples to
apples as | possibly could, | didn't nove that over
from Mewbourne's side to represent what you woul d see
here, as far as the long string casing that we do have
as 882,000 that is being added on, since they are
running a |liner hanger, which is represented by the

hori zontal conpletion tools.
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Q And so here in Exhibit C3, this is basically
the line itemby the line item breakdown, and it shows
that for the two conpeting applications, Earthstone's
proposed applications to drill the four wells result
in a less amunt of $388,300 for drilling tangibles
and intangibles. Is that right?

A That is correct, sir.

Q " mgoing to show you what's been adm tted
as Exhibit C4, which you' ve prepared to us. Wy don't
you go ahead and tell us what's depicted on Exhibit
4.

A C4 is an evaluation of said AFE again of the
conpletion facility intangibles and tangi bles for both
sides. As you can see, on the intangi ble cost side,
Mewbour ne and Earthstone are very simlar in cost.

However, | will say on that, on a
stimul ation side, even only being a $3,260 difference,
we are punping a vast -- we are punping a |arger
conpl etions job and punpi ng nore sand.

So this would show that we have a greater
price concession and/or a better operatorship of being
able to punp away jobs quicker that would result in a
| ower cost to have the equal difference being of only
$3, 000.

As we nove over to our tangi ble cost side,
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as you can see, the difference there is in Mewbourne's
favor of 155,700, resulting in a total conpletion
difference of 152,440 -- I'msorry -- it's in
Eart hst one's favor of 155, 700.

It was on the difference that we were nore
expensive on the intangibles. | apologize. So we
have a total conpletion difference of 152,440, which
is in favor of Earthstone. What's notated in yell ow
there is the subsurface equi pnment and artificial lift.

We have a very nuch hi gher nunber than that
of Mewbourne, and that's due to the fact that in these
wells we are prepared to run ESPs. This will help us
get a much larger volunme of lift and production rates
that will be able to get these wells online in a nore
econom ¢ manner for us.

Q And even with those uplifts and the
substantial up front cost that will result in sonme
costings down the road, Earthstone's tangi ble costs
are still $155,700 | ess than Mewbourne's proposals.

s that right?
A That's correct.
Q For these, when you | ooked at the two

conparisons, if you can renmenber, make that

conparison -- |I'mshowi ng you probably your face and
mne -- sorry. Let nme get to the right screen here.
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"' mshow ng you what's been adm tted as
Exhibit 2-4 from Mewbourne, which is a AFE dated
November of 2022. |Is that the AFE that you used for

Mewbour ne?
A Yes, sir.
Q And then |I'm going to show you -- | ook away

for a second while |I go through these very quickly.
" m showi ng you AFEs for Earthstone dated -- | don't
know if | see the date on here -- that are part of a
packet dated March 30, 2023. Are those the AFEs that
you used for Earthstone's conparison?

A Yes, sir.

Q And for the record, that's part of Exhibit

A3 for Earthstone. In terns of the AFEs and
Earthstone's drilling plan, does Earthstone's drilling
pl an include -- does it include the consideration that

the first Bone Spring formation may include sour gas

or high levels of -- what is it -- hydrogen sulfide?
A H2S. Yes, sir. So we are in the sane
under st andi ng that Mewbourne is that we will expect

that we wll have high H2s, but that is not begetting
the fact that we want to produce these wells now.

We have found that it is better and nore
economc for us to drill all wells at the sane tine

i nstead of com ng back into a location |ater on where
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nost |ikely you will have to then go ahead and
tenporarily abandon and plug your wells to allow for
safe production and drilling of your l|aterals that
you're going to drill |ater on.

And or if you do not do that, you're going

to have to do a pad extension, which will cause nore
surface damage that we'll have to reclaimat a later
date --

Q -- the expenses of -- sorry. Go ahead,

M. Goree. Go ahead.

A Oh, no. | -- you're fine.

Q Meani ng that the expenses of -- nmeaning that
Eart hst one expects that it will be | ess expensive
overall to go ahead and drill all the wells now as
opposed to drilling only the second Bone Spring, and
then later on com ng back and drilling the first Bone
Spri ng.

A Yes, sir.

MR. BECK: Thank you, M. GCoree.
That's all | have for you at this tine.
THE HEARI NG EXAM NER: M. Bruce?
MR. BRUCE: Just a couple.
CROSS- EXAM NATI ON
BY MR. BRUCE:

Q First, now AFEs are al ways just estimates.
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Aren't they?
A It's the best estimte that we can give at
the time, since that's what our partners would be --

Q Yeah. And you would lIike to understand the

AFE. Isn't that common?
A I -- well, it depends on the operatorship.
You try to cone in at AFE, but it would -- you would

| ike to cone underneath it. Yes, sir.

Q Now have drilling costs conme down in the
past year?

A That's a broad basis question, sir. | nean,
It woul d depend on your area of operations, et cetera.

| can't answer that specifically wthout nore of a

specific --

Q ['"'mtrying --

A Al so offshore costs are -- offshore costs,
onshore costs. | nean, | -- | need a little bit nore
specifics than that, sir, I'msorry.

Q I nmean, |'m not tal king about Eddy County.

" mjust saying here in this area of Lea County,
drilling -- you said you've drilled wells in this

area. Have they cone down in the |ast year?

A As far as costs?
Q Yeah.
A | nmean, | can speak to our -- our costs.
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Operationally nore effectively, we're drilling faster
t han other operators. So yes, our costs have cone
down.

Q Ckay. And then you said -- really this is
just off the cuff. | just want to nake sure. You

said you operate 136 wells in the mddle of the basin.

Those are all in Texas. Aren't they?
A Yes, sir. That's Texas wells. Yes, sir.
Those are all -- and we operate vastly -- | would say

that an answer to that, sir, is those are wells that
we have drilled. W operate vastly a |arger nunber
t han that.
Q Okay. Wait a mnute. Let nme go through a
couple others. And so in your opinion, Earthstone is
a prudent operator.
A Yes, sir.
Q And do you think Mewbourne is a prudent
oper at or ?
A | can't speak on behalf of another operator,
as far as opinions. That's just an opinion.
MR. BRUCE: That's all | have,

M . Exam ner.
THE HEARI NG EXAM NER: M. Lowe?
MR. LOWE: (Good afternoon. | don't

have any questions. M. Bruce took care of npbst of
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them so thank you.

THE W TNESS: Thank you.

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

M. Beck, is there any redirect?

MR. BECK: No, M. Hearing Exam ner.
M. Goree may be excused.

THE W TNESS: Thank you.

THE HEARI NG EXAM NER:  Does t hat
concl ude your case in chief?

MR. BECK: Yes, M. Hearing Exam ner.
That concl udes our case in chief.

THE HEARI NG EXAM NER: Ckay. Now,

M. Bruce, it's ny understanding that you'd like to
put on a rebuttal case.

MR. BRUCE: That is correct.

THE HEARI NG EXAM NER: Ckay. \What are
you rebutting?

MR. BRUCE: Well, | think a couple of
things that just came up. But first off, the
exhibits -- the affidavit of M. Stowers marked -- he
tal ks about the gun barrel diagranms, which Earthstone
raised with its filing of exhibits, and also the
conpletion intensity factors, which Mewbourne really

saw no need to address, and | would address that with
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M. Stowers.

Coupl e other things that just canme up,
Mewbour ne has been operating in this state since 1975,
M. Examner. | couldn't get the other side to admtt
t hat Mewbourne is a prudent operator. So | would |ike
to address that.

And then since | couldn't get the
reservoir engineering exhibits dismssed, | would |ike
to ask M. Stowers just a few brief -- couple of brief
guestions on the reservoir engineering.

THE HEARI NG EXAM NER: So before | go
to M. Beck for his response, | want to make sure |
under st and what you're rebutting, because your
connection goes in and out. So just give ne a quick
list here.

MR. BRUCE: Okay. Just cane up is
Mewbour ne a prudent operator, nunmber one. Nunber two,
address sonme of the drainage issues raised by the
geol ogi st for Earthstone.

And then what is contained in paragraph
5 of M. Stowers' -- and his two exhibits, 11A and
11B, regarding the -- the proppant and |l aterals for
the fluid and proppant intensity, and then the gun
barrel diagrams, which --

THE HEARI NG EXAM NER: Ckay. Hold on a
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second. Let's go back. | understood what you said
when you tal ked about additional drainage issues on

the diagrans that cane in over your objection. Wat

cane next | didn't hear again. \What is

MR. BRUCE: What | was bri

| was going to bring up -- and this is in M. -- to a

certain extent in M. Stowers' affidavit,

woul d not admt that Mewbourne is a prudent operator,

and | would like to say sonething very br

t hat . That's item two.

And then itemthree is the gun barrel

| ssue that Earthstone is pushing. And then the

conpl etion proppant intensity, which was

their exhibits filed Thursday. So that's what | would

li ke to bring up.

THE HEARI NG EXAM NER:  Ckay.

M. Beck?
MR. BECK: Let nme address

different order. 1In terns of Mewbourne being a -- |

guess what you said is a prudent operator

that's not rebuttal testinony.

The division's order makes cl ear that

the applicants, you know, put forth their
have a superior devel opnent plan that --

relative rights to not waste.

t?

ngi ng -- what

Eart hst one

i efly about

brought up in

these in a

, certainly

ability to

to protect
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And it's clear that both parties are on
noti ce when they're submtting conpeting applications,
that the division will take into consideration a
conparison to each other, so that M. Goree and
Ms. Redfearn in her testinony testified both about
Eart hstone's operation does not nean that it's
rebuttal testinony that Mewbourne decided not to put
that forth in their case in chief.

And that M. CGoree testified that the
conpany for which he's worked for -- | don't have his
resune in front of nme, but sonmewhere in the range of
ten years as a prudent operator in a conpany for which
he's never worked for which he does not have
experience and said he can't testify about, doesn't
mean that that opened a door -- when it was not asked
by me in direct opened a door to putting forth
evi dence that obviously should ve been put forth at
the front end.

In terms of the rebuttal testinony for
spaci ng and proppant, in terns of the spacing, | --
and | assune that |'m probably not the only one in the
room but | just don't know enough about this issue to
say that Mewbourne should have been put on notice on
the front.

l"'mstill -- so | still think that it's
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| nproper under the Court's pre-hearing order, but |
certainly can see where the Court -- excuse ne -- the
division's pre-hearing order. But | certainly can see
where there's nore roomfor that testinony to be

adm tted.

And in terns of the proppant, | don't
know, again, that issue well enough to know whet her
Mewbour ne woul d' ve been put under notice outside of
what was filed in our exhibits.

And so let nme say that obviously, you
know, we're all here together every other week for
years and years.

And so if that's the case and those two
areas, the distance of the wells, for lack of a better
word, and the proppant intensity are sonething that
Mewbour ne woul d not have known about before exhibits
are, then Earthstone thinks it's proper and that that
be rebuttal testinony.

But in terns of going into Mewbourne's
operations and whether it's a prudent operator,

Eart hstone still stands on that objection.
THE HEARI NG EXAM NER: And then there

were two other 1ssues, M. Beck. One is the

addi ti onal drainage issues on the diagram | wasn't
sure which diagram M. Bruce was tal king about. Do
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you know?
MR. BECK: My expectation is

t hat he's

tal ki ng about the Exhibits B6 and B7 or B8 and B9 t hat

we tal ked about.

And so long as M. Stowers' t
I's counted to those issues, as | read it in
11, 11A and 11B, another set, if they weren'

notice until it -- assumng that's the case,

esti nony
Exhi bi t
t on

and |

have no reason to question whether it is, then that

seens to be rebuttal testinony that | think is --
THE HEARI NG EXAM NER:  And finally we
have the gun barrel issue.
MR. BECK: | think that falls in |ine

with the same thing. M understanding is that that

goes in line with what is found in Exhibits

11B, which | understand from M. Bruce and f

11, 11A,

rom

Mewbour ne that they were not on notice of in any way,

shape, or formuntil we filed our exhibits.
think that's proper rebuttal testinony.

THE HEARI NG EXAM NER:  Ckay.
M. Bruce, | amgoing to allow rebuttal test

the issues that were raised by these exhibit

And |

I mony on

s starting

with B6 through B10. Please confine your questions

and your witnesses' answers to those issues.

" m not sure, because | don't

know
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Exhibit 11 well enough to know whether that Exhibit 11
is confined to those issues. So |I'mnot going to
admt Exhibit 11 at this point. Let's deal with these
| ssues that you've raised. Are you ready?

MR. BRUCE: Sure, M. --

THE HEARI NG EXAM NER: And is your
W t ness avail able on the screen?

MR. BRUCE: | don't know if he's on the
screen, but he's here.

THE HEARI NG EXAM NER: He's here.

MR. BRUCE: In virtual --

THE HEARI NG EXAM NER: Has he been

sworn in?

THE W TNESS: | have.

MR. BRUCE: Yeah, he was sworn in.

THE HEARI NG EXAM NER:  You have? Wuld
you state your name and spell it for the record,
pl ease?

THE W TNESS: Yes, sir. It is Nick
Stowers. That's NNI-CGK S-T-OWE-R-S.

THE HEARI NG EXAM NER:  Ckay.
M. Bruce, proceed.

MR. BRUCE: M. Exam ner, M. Stowers'
affidavit shows that he's an engi neer for Mewbourne.

He has not previously testified before the division.
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Paragraph 3 of the affidavit is educational or
enpl oyment background. And he has worked both as a
reservoir engi neer and an operations engi neer.

And | would tender him as an expert
petrol eum engi neer.

THE HEARI NG EXAM NER: Ckay. Hold on.
Let me find your exhibit. Gve nme a mnute here.
think it nust be pink in color.

MR. BRUCE: Pink. Yeah.

THE HEARI NG EXAM NER: | see it. So
self-affirmng statenent of Nick Stowers, an engi neer
for Mewbourne. Hold on a second. Let nme just review
it. So that's Exhibit 10. This is 11,
self-affirmng --

M. Beck, have you reviewed Exhibit 11

yet?

(Mewbour ne Exhibit 11 was marked for

I dentification.)

MR. BECK: Yes, briefly.

THE HEARI NG EXAM NER:  Briefly. All
right. Wiy don't we take -- let's take five m nutes
and just review -- it's only two pages. Let's take

five mnutes, just review this Exhibit 11 and see if
M. Beck has any objections to this exhibit com ng

i nto evi dence.
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So I'mnot going to stop ny video. |'m
just going to read this exhibit.

(OFf the record.)

THE HEARI NG EXAM NER: Ckay. M. Beck,
I's there anything in Exhibit 11 that you woul d argue
IS outside rebuttal testinony?

MR. BECK: Yes. That would be
par agraphs 7 through 10.

THE HEARI NG EXAM NER:  Ckay.
M. Bruce, if we admt Exhibit 11 -- |'m wondering how
best to do that. W admt Exhibit 11 in part. |
wonder if it would be too confusing and that maybe you
shoul d resubmt Exhibit 11

MR. BRUCE: | have no probl em doing
that. My comment is that, you know, ny |andnman and
geol ogist did testify as to Exhibit 7 and 8.

| think paragraph 9 should be in there,
because they made a big point of showing their
experience in New Mexico. And Mewbourne has been
around a long tine, drilled a lot of wells, and has a
pretty good record with the division.

Par agraph 10, can either take it or
| eave it. But | think paragraph 9 is proper. But if
you want nme to resubmt it, excise a couple of

paragraphs, |I'd be willing to do so, M. Exam ner.
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THE HEARI NG EXAM NER: Ckay. Let's do
that. Let's keep this sinple. So the objection by
M. Beck was to whi ch paragraph, sir?

MR. BECK: Seven through ten. So 7, 8,

9, and 10.

THE HEARI NG EXAM NER:  Ckay.

M. Bruce, how |long would it take for
you to -- after this hearing concludes -- hopefully
soon -- how long would it take for you to submt a

amended Exhibit 117

MR. BRUCE: Tonorrow norning.

THE HEARI NG EXAM NER: Ckay. Perfect.
Done. Okay, M. Bruce. |1'magoing to admt Exhibit
11 -- Mewbourne's Exhibit 11 into evidence with the
caveat that you are going to resubmt it and omt
par agraphs 7 through 10.

So why don't you go ahead and put on
your rebuttal w tness now, and ask himquestions in
regards to the exhibits that were admtted over your
objection. And | think those were B6 through B10.

And if your witness could please refer
to the exhibit that he is testifying about when he
answers a question, it would be appreciated. Thank
you.

Il
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(Mewbour ne Exhibit 11 was received into
evi dence.)
MR. BRUCE: Okay.
DI RECT EXAM NATI ON
BY MR. BRUCE:

Q Well, first, M. Stowers, | need to get the
geol ogi st affidavit here for M. Asnmus. And | think
if we just went to, oh, say, his Exhibit B7. And he
tal ked about this, the little green egg in the | ower
right corner, as representative of a depleted
reservoir region.

Now when you're | ooking at this from an
engi neeri ng standpoint -- when you're |ooking at area

of drainage or pressure depletion, what factors do you

| ook at? | nean, estimated ultinmate recovery. Any
ot hers?
A Ot her factors that would be consi dered woul d

be volunetric factors of the reservoir, such as
porosity, water saturation, height and width of the
reservoir, and then the recovery factor for the
reservoir, as in how nuch of the oil in place you
estimate to be recovered, 'cause that influences
how -- how big or small the drainage area woul d be,
and dependi ng on whether or not you're using an

estimated ultinate recovery or a recovery to date.
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Those woul d be sone other factors that would
go into that analysis.

Q Wuld it al so depend on the geol ogy of
characteristics, like porosity or thickness across the
study area?

A Yes, sir. Those would greatly influence the
study. Those would be the volunetric influences that
| spoke of earlier.

Q Okay. So view ng that, we don't really know
what factored in to, say, Exhibits BC and B7.

A That is correct. W do not have the
underlying data that would have went into B7 or B6
t hat woul d show us what assunptions were made to
create those drainage bubbles. That is not stated,
nor was it stated in the direct testinony.

Q And | think the ultimte recovery nunber --
| never got a firmanswer on whether he was using
production to date or estimated ultimte recovery.

That would be a big factor. Wuldn't it?

A Yes, sir. That would be a -- a factor that
woul d drastically change the size of that bubble.

Q And even if you | ook at that bubble, and of
course, you know, he's picking out an area, many,
many, many years ago when people would tal k about

drai nage radius they'd have a circle.
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This is nore of an oval. Even then, there's

only a very small area in the south half, south half

of -- or actually in the southeast quarter, southeast
quarter of section 18 that's affected. |Is that fair
to say?

A Yes, sir. That is correct. When you're

| ooking at this diagram it is as if you were staring
down the wel | bore.

And | believe what you're referring to is
the fact that this offset well, the North WI son Deep
Unit nunmber 3H, only offset the affected lands for 1/2
mle. And that would be the southernnost portion of
section 18, the -- the south half of section 18.

The North Wl son Deep Unit 3H was drilled
fromthe center of section 17 south 2 m| es.

Q And this is only -- this is kind of

specul ative at this point. Wuldn't you agree?

A Yes, sir. | -- 1 would agree w thout
knowi ng the -- the nunbers that went in to this
anal ysi s.

Q And based on M. Carrell's testinony,
woul dn't you agree that the best thing to do is to
drill the | ower second Bone Spring?

A Yes, sir. Qur analysis of the |og

characteristics in the imedi ate area i s what drove
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our decision to place the -- the well in the | ower
second Bone Spring sand.

That coupled with our analysis of sone
of fset producers in the -- the upper second Bone
Spring sand and acconpanyi ng of fset producers in the
| ower second Bone Spring sand.

Q And wel |, when you | ook at |og
characteristics, the one well log in M. Carrell's
Exhibit 12 was in the northeast quarter, northeast
quarter of 18, | believe.

And | think Earthstone's geol ogi st said,
"Well, it only affects -- that's only localized to the
east half, east half well."” That's not what that
cross section shows, is it?

Because the other wells in that Exhibit 12,
they're about a mle and a half away fromthe
nort heast quarter of section 18. |Is that fair to say?

A The other wells in the cross section in
Exhibit 12 were a mle and a half away. | believe
l"mreferring to the well in 13B and the well in 20C.

Q And, | nmean, would it be -- you get a -- |
mean, there is -- well, there's two things. You've
already said that the geol ogy can be vari abl e, and
that affects certain things.

But woul d you expect to drill a well in the
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northeast, northeast of 18 and have that thin
reservoir only affect a very small distance away from
t hat wel | bore?

A We can only nmake assunptions off of the data
that we have. And we take that into account. That
bei ng the closest data point to the proposed well bore
| ed us to nmake the decision to go into the second --

the | ower second sand.

Q Okay. But again, any pressure draw down on
the proposed 9H well is speculative at this point,
and -- would you agree with that?

A | would say that the anmpunt of inpact from

of fset depletion is speculative at this point.

Q Okay. And to prevent any, isn't it best to
drill, rather than nove the well -- to drill now and
of fset any potential drainage?

A To protect the rights of the owners within
our unit, that is correct.

Q Okay. Well, let's nove onto your Exhibits
11A and 11B. And I'm not going to get involved in
paragraphs 5 and 6 of your self-affirnmed statenent.
Coul d you descri be what those exhibits are and what
t hey show?

A Yes, sir. I'Il start with --

Q And what - -
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A "Il -- start with exhibit -- go ahead.

Q No. Go ahead. You go ahead --
i nterruptions.

A Ckay. I'll start with Exhibit 11A. As |I've
stated, this is a gun barrel diagram of Mewbourne's
I nl and 26 23, and also our -- the western nost well of
our Dolly Varden 25 24 devel opnent. This is just
showing the -- this is another diagram]looking -- as
i f you were | ooking down the well bore of these wells.

And it shows their lateral distance from
each other east and west, and it also shows where they
are relative to each other in a sub C sense.

And then there is a box associated with each
well that gets the well main, the 12-nonth cunul ative
oi |l production per lateral foot, the conpletion size,
and the first production date.

And the purpose of this exhibit was just to
draw attention to the fact that there is quite a bit
of variability in this area within this reservoir with
respect to productivity, and that it is not as sinple
as "Space your wells nuch farther apart and increase
your proppant intensity."

| showed that our Dolly Varden 25 24 was
a -- a parent well. It was offset by our inland 26 23

B2PI. They were roughly 1,000 foot apart. The inland
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had a roughly 2,500 pound per foot conpletion. |Its
12-nmonth oil cunul ati ve production was 25 barrels of
oi |l per foot.

And then | conpared that with the inland
2623 B2NK. On the other side it was spaced farther
apart, roughly 1320 fromits offset, and it al so had
2,500 pounds per foot, yet it achieved a very simlar
12-nmonth cunul ative oil production per foot, being 23
barrels of oil.

Q So there is really no firmcorrelation is
what you're saying.

A Yes, sir.

Q And then Exhibit 11B

A Yes, sir. Exhibit 11B, the upper portion of
the page is a map, area of second Bone Spring sand
producers around the subject |lands. And those are the
bl ue stakes on the map. The subject |ands are
outlined in a dashed red |ine.

And then beneath that is a graph of proppant
intensity on the X axis versus 12-nonth oil cunul ative
per |lateral food on the Y axis.

| created this as a -- as a rebuttal
exhi bit, because of the assertion that proppant
intensity is directly correlated with oil EUR

| think that that is a nuch safer assertion
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when you're discussing 500 pounds of proppant per foot
versus 2,000. But in these particular hearings, we
are | ooking at 2,000 pounds per foot versus 2,500
pounds per foot.

So |l -- | took the -- the data of wells in
this area that were conpleted with greater than 1, 900
pounds per foot and plotted it versus cunul ative oil
producti on.

And then | did a -- a best fit linear trend
line. And the entire point of this is that there is
no discernible correlation in this data set that woul d
say, "lncreasing your proppant intensity from2,000 to
2,500 yields greater oil productivity."”

And that's evidenced by the fact that our

squared val ue, which is quote, unquote your goodness

of fit, is very |low. | -- 1 also --
Q And so --
A Oh, one nore thing, Bruce. Sorry. | also

noted we've referenced this well several tines

t hroughout the proceedings today. The -- the upper
second sand well in section 13 that M. Carrel
referenced, | highlighted it on the map with an arrow,

and then a box.
And it is also represented by that yell ow

dot in the -- in the graph on the bottom So despite
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it having 2,600 pounds per foot and no offset wells,
it's still one of the |owest wells on the graph, as
far as 12-nonth cunul ative oil per lateral foot.

Q Ckay. So there's -- Iin other words,
Mewbour ne' s proposed conpl etion procedure is perfectly
nor mal .

A | would -- | would say so.

MR. BRUCE: | think that's all | have,
M . Exam ner.

THE HEARI NG EXAM NER:  Ckay.

M. Beck? M. Beck, if you need a few
m nutes to prepare questions, | understand that this
Wi t ness cane out of left field, and we can take a
f ew-m nut e break.

MR. BECK: Thank you. [1'Il take --

THE HEARI NG EXAM NER: Sorry, sir. |
didn't hear you.

THE W TNESS: Thi nk you' re nuted.

MR. BECK: | was nmuted. No. [I'Il give
It a go.

THE HEARI NG EXAM NER:  Ckay. Pl ease.

MR. BECK: M. --

THE HEARI NG EXAM NER: You're cutting
in and out. W can't hear you. W cannot hear you.

MR. BECK: | don't know why | got
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muted. Can you hear ne now?
THE HEARI NG EXAM NER:  Yes.
THE W TNESS: | can hear you now.
CROSS- EXAM NATI ON
BY MR, BECK:
Q Al right. 1I'mlooking at 11B in front of

me. And | think it's probably in front of you too;

right?
A That is correct, sir.
Q Ckay. | think you were critical of Exhibits

B6 and B7 because they didn't have the underlying data
shown. |Is that what you said?

A | was critical of the drainage bubble. Yes,
sir.

Q Ckay. And so if we | ook at the drainage
bubbl e here on Exhi bit B7, what's your criticism about
underlyi ng data not shown?

A M. Bruce and | already discussed this. All
the assunptions that go into cal culating a drai nage
area, such as recovery factors, volunetric
assunpti ons, porosity, fluid conposition of the
reservoir, height and width of the drainage area are
not di scl osed.

Thi s does show a cunul ative barrel of oi

per foot, which is one thing that you would need to
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cal cul ate a drainage area, but not the rest of the
data. And that data was not discussed.
Q Okay. And where would you get that data if

you want to know that data for the North WIson Deep

Unit 3H?
A If I wanted to do that, |I'd performthat
anal ysi s.

Q Okay. Do you know whet her --

A -- that --

Q Do you know whet her M. Asnus perfornmed that
analysis with the data?

A | believe he stated that this was a
representation created. He did not state whether it
was himor the -- the reservoir team but stated that
It was created off of offset anal ogs.

And to be honest, | -- | don't know if
that's analogs in Lea county, in the Del aware Basi n,
in Perman. So judged off -- based off of what |
heard, | do not know.

Q Ckay. You didn't know that underlying data
when you read this for the first tinme, what, Friday;
right?

A That is correct.

Q Okay. And now if | |ook back at Exhibit 11,

whi ch was di scl osed on Tuesday, nowhere in here does
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it criticize not having the underlying data or not
knowi ng where these anal ogs are | ocated; right?

A We did not put that in this statenent you
are referring to. That is correct.

Q So the criticisnms you just went through for
B6 and B7, the underlying data, the porosity, the
wat er saturation, recovery factor, the height and
width, the first time that any of us heard about those
criticisns you had with those exhibits was just a few
m nutes ago in your direct testinony here, not in any
kind of witten statenent; right?

A That is correct.

Q Okay. Do you think that if you woul d' ve
written on Tuesday these criticisns that Earthstone
woul d' ve provided you answers today to where that data
cane from where those anal ogs are | ocated?

A That is a hypothetical that | do not feel
conf ortabl e answeri ng.

Q That's fair.

THE HEARI NG EXAM NER: M. Beck?
M. Beck, can you hear ne?

MR. BECK: Yeah. | can hear -- al
right.

THE HEARI NG EXAM NER: Ckay. M. Beck,

| realize that this information is conm ng as a
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surprise to you. So if you want to bring back your
witness as a rebuttal witness to this testinony, |
will allow you that narrow focus.
MR. BECK: Thank you. Not ed.
BY MR, BECK:
Q CGetting back to Exhibit 11 --

A Yes, sir.

Q Are these dots on the |ower |eft-hand
portion -- | guess what those are showing is that
there's -- these are the | owered propensity around

2,000 pounds per foot. And it's show ng what with
t hose?

A So that is a graph of proppant intensity
versus cunul ative 12-nonth oil production per |ateral
foot. | use that nunber as a -- as a netric to gauge
productivity.

| -- I try to stay away from EURs and t hi ngs
|i ke this, because that's a subjective number, nuch
| i ke a geologist interpretation -- can give five
different reservoir engineers and EUR nunber or tel
themto put an EUR and you'd get five different
nunbers. One-year cunme does not |ie.

So | use that as a stand-in for
productivity. And this just shows and -- and refutes

the assertion that there is a correlation that would
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yield increased productivity when increasing your
conpletion intensity from 2,000 pounds to 2,500 pounds
per foot, which are the two different scenarios we are
t al ki ng about today.

Q Shoul d these dots on the |eft-hand side --
Is this 12 nonths cunulative fromO to 45 -- is that
the first 12 nonths for each one of these or what 12
months is that?

A Yes, the first 12 nonths.

Q Okay. And which one of these are parent
wells versus child wells?

A | didn't break those out within these. So
this is all wells. So it will be a m xture of parent
wells and child wells.

Q Ckay. And based on Exhibit 11A, you'd agree
with me that the child wells are | ess productive than
the parent wells in the first 12 nonths; right?

A Looking at the wells that are just
represented in 11A, parent wells in 11A were nore
productive than child wells.

Q Ckay. And so would you expect that in 11B
parent wells would be |l ess -- or would be nore
productive than the child wells, regardless --

A | think that -- go ahead. Sorry.

Q Yeah. |f they had the sane proppant -- the
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same propensity, would you expect that parent wells

woul d be nore productive than child wells?

A | would say that many factors would go into
that, and I -- | couldn't nake that assertion. For
I nstance, that -- that Bruce Keplinger well that we

referenced earlier, the yellow dot is a standal one
well, the "parent."”

And | could not say w thout a deeper dive
into the data whether or not there are instances of
child wells in this dataset outperform ng their
parents, quote, unquote.

| can say that | have seen that in ny time
anal yzing data in New Mexico. But with this specific
dataset, | couldn't speak to that.

Q Well, | mean, we see that in 11A; right?
Because what we see is that the inland one in the
m ddl e, 2623B2QJ 12-nonth cunul ati ve, that was 31,
whereas the two children next to it were 23 and 25,
which is -- well, it's 7 of the 31.

That's al nost 25, 30 percent |ess
productive, right, for the children versus the parent?

A | have stated in this specific exanple that
it could be said that the parents are nore productive
than the children.

Q Okay. And so it's possible, you'd agree
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with me, on 11B that by including the children and the
parents here, we | ose sone data that we m ght conpare
as to whether proppant intensity has any correlation
to production in that first 12 nonths.

A | -- 1 don't believe | understand your
question. Could you rephrase it, please?

Q Yeah. Let nme break it down for you. Eleven
A we said that at |east eleven A reflects that parents
are nore productive than children; right?

A In that specific instance, yes, sir.

Q Ckay. And this looks at five different
wells. And what we see is that the parents have | ess
proppant intensity than the children.

A That is not true.

Q VWhich one is it not true for?
A | believe if you look at -- if you | ook
at -- oh, excuse ne. These are codevel oped.
m sspoke. That is -- that is the case with respect to

the B2PlI, the B2ED, and the B2NK has a hi gher proppant
I ntensity.

Q Okay. So the children have a higher
proppant intensity than the parents in 11A; right?

A In this specific one, yes, sir.

Q And notw thstandi ng that, the children have

a | ower production than the parents?
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A That is correct.

Q Okay. And then if we ook at 11B, which you
say shows that there is no correlation between
proppant intensity and production, we can't tell which
of these | ow production and which of these high
production are parent versus child; right?

A That data set is not broken out in this
exhibit. Yes, sir.

Q The only one we do know, because you focused
your attention in on this one, is this MIDR Bruce
Keplinger; right? W know that there is no other
parent or child. [It's just the standal one.

A That is correct.

Q Okay. And did you hear the testinony today
from Eart hstone's witnesses that said they agreed, al
t hi ngs being equal, they would like to target the
| ower hal f of the second Bone Spring than the upper?

A | believe | heard them say they preferred
that target. Yes, sir.

Q Al right. But they didn't go with their
preference. Did they?

A As evi denced by their proposals, no.

Q Okay. And did you hear the testinony today
that they didn't do that, because their analysis, the

proppant intensity and the analysis of the possible
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depl etion fromputting the well on that | ower second
Bone Spring?

A | heard the evidence that they testified to

Q And you heard them say what | just asked
you?

A Yes. | heard their argunents.

Q Let's take you back to Exhibit 11A here.
And | guess this is showing that roughly the sane
dept h, even when you have spacing of 1,320 feet and
1,480 feet between parent and child, you're still

seei ng a decreased production rate for those children;

right?
A | -- | don't believe you're accurate with
your statenent of 1,480. | would refer to those wells

as co-conpleted. The B2PI and the B2QJ cane online at
the same time. So that would not be a -- a
parent/child pair.

Q Okay. And so if I'mlooking at that, what
that's showing is that -- it's showi ng that when you
have two wells com ng on at the sane tinme, for sone
reason there's a | ower production rate fromthe inland
B2PI than there is fromthe inland B2QJ; right?

A That is correct.

Q Okay. And when we're | ooking, the B2QJ t hat

cane on the sane tine has higher output, has a | ower
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proppant intensity; right?

A That is correct.

Q Okay. And that's 1,480 feet fromthe inland
B2PI; right?

A That is correct.

Q Ckay. And then when we | ook at the B2PI
that's only 1,000 feet fromthe Dolly Varden, we see
t hat even though it has about 500 nore pounds per feet
of proppant, it's less productive; right?

A That is correct. | believe we already
covered this.

Q Okay. And you can't get fromthis that
cl oser spacing between an al ready producing well and
one to be drilled reduces the expected production from
that | ater produced well at the sanme depth?

A Based on this specific exhibit, I -- 1 would
not say that, as evidenced by the fact that the B2NK,
which is 1,320 feet fromits "parent,"” the B2QJ,
cunul atively produced 23 barrels of oil per foot,
whereas the inland B2Pl, which is 1,000 feet away,
produced 25.

So that -- that would kind of fly in the
face of that statenent.

Q Well, | nmean --

A Which was the -- the point of the exhibit.
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Q -- the B2QJ was in production, what, nine
nont hs before the B2NK; right?

A That -- that | ooks -- that |ooks right.

Q Ckay. And then so we have one that's in
production first and another one that's in production
second. And this one is over 1,000 feet, as you point
out, 1,320 feet fromit. And it's producing -- again,
it's about 25 percent less oil; right?

A l'"m-- 1'"m speaking conparing the -- the
B2NK and the B2PI, the -- the children wells. The two
child wells in this exhibit, the one that was spaced
farther fromits parent produced |ess than the one
that was spaced closer to its parent with respect to
t he B2Pl when conpared to the B2NK

Q Ckay. And we can't get fromthis, |
assunme -- and you couldn't tell me, right, if that
I nl and B2NK you' re tal ki ng about was | ess than 1,000
feet, as Mewbourne's proposing, whether that 23 would
be | ess, because it was closer. You can't give ne
t hat answer.

A | could not.

Q Okay. But at |east we know that sane depth
a well drilled after the well next you have that sane
depth, fromthis we can see that it lost -- at | east

tal ki ng about that B2NK and the B2QJ, it | ost about 25
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percent of what was being produced fromthat B2QJ;
right?

A | -- I haven't calculated the -- the math,
but "Il -- 1"l trust you on it.

Q Ckay. |Is it possible that that could be
because they're cl ose enough that there's this
depl eted reservoir issue between those two?

A Which two are you referring to, sir?

Q The two we just tal ked about. |'msorry.
It's craning ny neck, but it's the B2NK and the B2QJ.

A And what's your question about those?

Q My question is, is that that |esser
production fromthe B2NK conpared to the B2QJ coul d be
because they' re at the same depth and were running
into this depleted reservoir issue.

A It could be. It could be a nunber of -- any
one of a nunmber of factors.

MR. BECK: That's all 1've got,
M. Hearing Exam ner. Thank you.

THE HEARI NG EXAM NER: M. Lowe?

MR. LOWE: Good afternoon. Can you
guys hear ne?

THE HEARI NG EXAM NER: Yes, sir. W
can hear you.

THE W TNESS: Yes.
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MR. LOWE: Just to get, | guess, a
cunul ati ve response on the data shown in Exhibit B,
the graph --

THE W TNESS: El even B? 1s that what
you said, sir?

MR. LOWE: Eleven B. Yes.

THE W TNESS: Yes, sir.

MR. LOWE: The blue dots, those are
basically -- are they all your wells or are they just
wells in the vicinity?

THE W TNESS: They are all the wells
that are on this map represented by a blue well bore.
And those are -- there's a conbination of many
operators in the area, Mewbourne, Perm an Resources,
Eart hst one, one in the sane, Matador.

MR. LOWE: Okay. And they're all
basically in a second sand Bone Springs?

THE WTNESS: All of the wells that are
represented on this map are in the second Bone Spring
sands.

MR. LOWE: Okay. And then the yell ow
dot is basically the Bruce Keplinger well, and that's
what you have there.

THE WTNESS: Yes, sir. It's the well

that is shown by that little fall out box with the
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arrow. It's the 1-mle well in section 13, 21 south,
34 east.

MR. LOWE: Okay. And then on the
access of the chart on 11B where it says, "Sand per
f oot pound" --

THE W TNESS: Yes, sir.

MR. LONE: -- is that correct?

THE W TNESS: That is -- yes, sir.
That is represented of the pounds of proppant punps
per |ateral foot.

MR. LOWE: Okay. All right.

THE WTNESS: Also referred to as
proppant intensity.

MR. LONE: Okay. Al right. Let's see
here. Okay. Those are the only questions | got.
Thank you for clarifying. Thank you.

THE W TNESS: Yes, sir.

THE HEARI NG EXAM NER: M. Bruce, is
there any follow up to those cross-exam nation
questions?

MR. BRUCE: Just a coupl e,

M . Exam ner.
REDI RECT EXAM NATI ON
BY MR. BRUCE:
Q M. Stowers, look at your Exhibit 11A
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A Yes, sir.

Q And starting on the |eft-hand side, the
first two wells are conpleted in the same nonth.
Aren't they?

A That is correct.

Q And there's a variability there alittle
bit.

A That is correct.

Q And then the next two wells, they were
conpleted both in March of 2021. So they've been --
t hey were conpleted nore or | ess sinultaneously.

A That is correct.

Q And there's still a little variability

A Yes, sSir.

Q And so can't that go into other reservoir
quality, reservoir thickness, things |like that?

A Yes, sir. | would say that there are many
factors that could play into the -- into the
variability and production results seen throughout the
ar ea.

Q And | don't know, and therefore, being a
good attorney, | make sure to not ask these questions,
but are these good wells? Are these good productive

wel | s?
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A We are pleased with the results we have seen
out of this particular devel opnent. Yes, sir.
MR. BRUCE: Thank you.
MR. BECK: M. Hearing Oficer, since
| -- you'll indulge me with one or two nore questions.
THE HEARI NG EXAM NER: M. Beck, based
on the redirect?
MR. BECK: Sure.
RECROSS EXAM NATI ON

BY MR. BECK
Q M. Stowers, conparing the two |eft inland
wells that were drilled at the sane tine, | think you

recogni ze that they were drilled at the sane tinme, but

they have different |evels of cunulative output;

ri ght?
A That is correct.
Q And they al so have different |evels of

proppant, right, with the | ower producing well having
a | ower proppant anmpunt than the higher producing
wel | ?

A That is correct by what's evidenced on this
exhibit. Now that you have drawn ny attention to
that, that may be a typo. Those nunbers may need to
be flipped, but | couldn't say for certain, so that --

that could be an -- error on -- on ny part.
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Q You can't say whether the proppant values in
this exhibit is accurate?

A Wth respect to that specific inland,
2623B2M., that is correct.

Q Ckay. Who prepared this exhibit?

A | did.

Q Exhi bit 11B, there's been a | ot about the
Keplinger well. Do you renenber talking about that a

| ot today and hearing M. Carrell talk about that a

| ot today?

A That is correct.

Q Are you aware that that -- what you've al
been referring to as a | ow producing well is a 1-mle

| ateral well?

A Yes, sir. That's why in all of ny
production nunbers that we have been referencing, they
are based on cunul ative oil production per |ateral
foot to normalize between 1 mle, 1 1/2, and 2-mle
wel | s.

Q Ckay. Do we know which of these wells on
Exhibit 11B are 1-mle wells versus 2-mle wells?

A No, sir. We do not.

MR. BECK: That's all | have,
M. Hearing Exam ner. Thank you.

THE HEARI NG EXAM NER:  Okay.
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M. Bruce, it's cone to ny attention
that Exhibit 11A may have inaccurate information.

VWhat are you going to do to correct it? M. Bruce,
are you there?

MR. BRUCE: Yes. Sorry. Yes. | -- 1
can get together with M. Stowers and have him | ook at
the data, and have himverify it. That may take nore
than the one day I'mgoing to use to correct the
other -- the affidavit itself, as you asked nme to do.

THE WTNESS: | can get it to him by
t onmorrow norning nost certainly.

THE HEARI NG EXAM NER:  AIl right. So |
am expecting two things fromyou, M. Bruce. Nunber
one, you are going to resubmt Exhibit 11 to omt
par agraphs nunber 7 through 10, and you are going to
revise 11A to correct any incorrect data.

And, M. Stowers, would you pl ease mark
any changes in the data in a different color ink, so
that it's really obvious?

THE W TNESS: Yes, sir. | can do that.

THE HEARI NG EXAM NER:  Ckay.

Wonder f ul .

And, M. Bruce, would you please mark
Exhibit 11 as Anmended Exhibit 11 and Exhibit 11A as
Amended Exhibit 11A?
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MR. BRUCE: Ch, absol utely. Il wll --
| usually do that. Thank you.

THE HEARI NG EXAM NER: Al l right.
Excellent. M. Bruce, are you done with your rebuttal
case?

MR. BRUCE: Yes, | am And the only

thing | was going to ask is how you wish to proceed.

We've had a nice darn long -- and that's not a word |
use often -- hearing and a | ot of stuff to digest.
And | was going to -- and | haven't had a chance to
speak with M. Beck about this, so I'll |et himhave
his input.

If you would like a witten closing
argunment, it's getting late, and it nay nmake nore
sense to get the affidavit, and these revised
exhibits, and do a witten closing at your
conveni ence, and you can |imt the length of them as
you see fit. I'musually pretty concise in what |
wite.

THE HEARI NG EXAM NER:  Okay.

M. Bruce, thank you for bringing that up. However,
haven't closed the evidentiary record yet. |I'mstil

| ooking to M. Beck to find out whether he is going to
present a rebuttal case or not.

MR. BRUCE: Ckay. | forgot. Sorry.
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MR. BECK: Thank you, M. Hearing
Examner. |I'mgoing to disagree with M. Bruce on the
procedure, but I'"mgoing to agree with himon the fact
that it is late in the day and we're -- Earthstone
doesn't have any rebuttal.

THE HEARI NG EXAM NER: Ckay.

Wonderful. All right. So the evidentiary record is
cl osed, except for these anmended exhibits from
M. Bruce.

Now | et's tal k about the post-hearing
procedure. This is the first contested hearing that
|"ve conducted for the OCD. In nmy previous position
parties had an opportunity -- they had a certain
number of days to produce post-hearing subm ssions.

Post - hearing subm ssions included
closing argunment. It also included proposed findings
of fact and proposed concl usions of |aw.  So,

M. Bruce, you didn't nention part of what | just
mentioned. |Is that not comon in these hearings?

MR. BRUCE: OGh, no. Yeah. It is
common, M. Examner. | guess | kind of join them
toget her at tines, because | put them --

THE HEARI NG EXAM NER:  Ckay. I
understand. So then the parties are going to submt

cl osing argunents and proposed findings of fact and
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proposed conclusions of law. |s that correct?

MR. BRUCE: That's what | would |like to
do --

MR. BECK: Yeah. That's ny
under st andi ng.

THE HEARI NG EXAM NER: Ckay. | saw
once before that Ms. Orth [ph], who was a contract
hearing officer, she gave the parties two weeks for
that. Does that seemfair?

MR. BRUCE: It 1s, M. Exam ner. |
suppose the other thing is often tinmes Ms. Oth [ph]
and M. Brinkard [ph], the prior hearing exam ner,
woul d give, like, two weeks fromthe tinme that the
hearing transcript was -- and Marl ene would --

THE HEARI NG EXAM NER: That nakes
sense.

MR. BRUCE: -- Marlene would inform
M. Beck and | and the other people of when -- filed.

THE HEARI NG EXAM NER: That's fair.
Yeah. That's fair. Sounds good. So | don't renmenber
t he court reporter's nane.

Woul d you pl ease tell nme what your nane
| S?

THE REPORTER: Dana.

THE HEARI NG EXAM NER: Dana, when do
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you anticipate a verbatimtranscript?

THE REPORTER: It typically takes seven
days, but if you guys want to expedite, | can do it,
as well.

THE HEARI NG EXAM NER:  All right. \Who
pays -- at the OCD, who pays for verbatimtranscripts?
Does anyone know?

MR. BRUCE: M. Exam ner, Jim Bruce.
Generally it's the division. Sonmebody wants a
verbati mone, they'd ask and offer to pay the court
reporter for that. A week or ten days, that is fine
with nme or two weeks. \Whatever the court reporter can
do fromny --

THE HEARI NG EXAM NER:  Okay.

M. Bruce, | didn't understand your answer to the
question. So let ne say it again or let ne repeat
what | think I heard. You said the division normally
pays for the court reporter's verbatimtranscript. |Is
that correct?

MR. BRUCE: Yes. They have a -- the
division has a contract with the court reporter or the
court reporting services.

THE HEARI NG EXAM NER: But then is that
proprietary to the division and it's not shared with

the parties? |Is that what you're sayi ng?
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MR. BRUCE: No, |'mnot, because of
course that is filed online with the division, and
it's avail able to everyone. But in the past,

M. Exam ner, a party who wanted an expedited
transcript --

THE HEARI NG EXAM NER: Ch, | get it. I
under stand now. Okay. All right.

Well, M. Beck, do you have a need for
an expedited transcript?

MR. BECK: No. Seven days is fine.
Thank you.

THE HEARI NG EXAM NER:  Ckay.

Dana, if it's going to be | onger than
seven days, would you send an enmail to Marlene, so she
knows how nuch | onger than seven days it'll be?

THE REPORTER: Yes.

THE HEARI NG EXAM NER:  Ckay.

Wonderful . Okay.

Then once the transcript is posted
online, we'll give the parties two weeks fromt hat
date to submt their post-hearing subm ssions. The
way it's been done in the past is if you don't nake an
argunment in the closing argunent, then it's waived.

And, M. Bruce, | don't know, how | ong

does it normally take the hearing officer and the
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di vision to produce an order fromthe post-hearing
subm ssi ons?

MR. BRUCE: Boy, that's beyond ny
knowl edge. It's always been at the pleasure of the
division. And | think M. -- can agree with that.
It's whatever tine you need to take care of it.

Of course operators always |like a quick
deci sion, but when there's a lot to consider, | know
it takes tine to -- well, for instance, in this case
there was a notion to dism ss that was argued, and it
t ook the division about -- just the notion to dism ss
t ook over two nonths to decide, so.

THE HEARI NG EXAM NER:  Okay. |
understand. Okay. Then we will take whatever tinme we
need. GCkay. | can't think of anything else. |Is
there anything else fromthe parties before we end
this?

MR. BECK: -- ny experience. You just
assune that M. Bruce has nore?

THE HEARI NG EXAM NER: | did. My
fault. My apol ogi es.

MR. BECK: That's all right. W
experience -- with yours, so | appreciate you not
singling ne out.

THE HEARI NG EXAM NER: Oh, you're just
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razzing nme, huh? GCkay. Thank you, M. --

M . Exam ner,

MR. BRUCE: M only request

can | go have a beer now? That's all.

THE HEARI NG EXAM NER: Pl ease. Can you

go ahead and what ?

your tinme, M.

you.

Enj oy the rest

MR. BRUCE: Anyway, well, t
Exam ner and M. Lowe, very

THE HEARI NG EXAM NER:  Okay

MR. LOWE: Thank you, M. Bruce.

THE HEARI NG EXAM NER: Al |
of the day. Thank you.

MR. BRUCE: All right. Bye.

(Wher eupon, at 5:27 p.m, t

proceedi ng was concl uded.)

hank you for
much.

. Thank --

right.

he
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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 wtness(es) in the foregoing 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 ny know edge,
skills, and ability; that I am neither counsel for,
rel ated to, nor enployed by any of the parties to the
action in which this was taken; and, further, that |
am not a relative or enployee of any counsel or
attorney enployed by the parties hereto, nor
financially or otherwi se interested in the outcone of

this action.

XE%M%£i9Y$Q@m

DANA FULTON
Notary Public in and for the

State of M ssouri
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CERTI FI CATE OF TRANSCRI BER

|, CHRI STI NE BROWN, do hereby certify that
this transcript was prepared fromthe digital audio
recording of the foregoing proceeding, that said
transcript is a true and accurate record of the
proceedi ngs to the best of ny know edge, skills, and
ability; that | am neither counsel for, related to,
nor enpl oyed by any of the parties to the action in
which this was taken; and, further, that | am not a
relative or enployee of any counsel or attorney
enpl oyed by the parties hereto, nor financially or

otherwise interested in the outcome of this action.

[Z lhey %M(V"/

CHRI STI NE BROWN
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