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STATE OF NEW MEXI CO

ENERGY, M NERALS AND NATURAL RESOURCES DEPARTMENT

O L CONSERVATI ON DI VI SI ON SANTA FE, NEW MEXI CO

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. 23177, 23179, 23327,

23328, 23345,
23616, 23617,
23795, 23796,
23953, 23959,
24018, 24019,
24022, 24023,
24026, 24027,

23614, 23615,
23688, 23775,
23797, 23798,
24005, 24006,
24020, 24021,
24024, 24025,
24030

DATE:
TI ME:
LOCATI ON:

REPORTED BY:
JOB NO.

VI DEOCONFERENCE HEARI NG

Thur sday, Decenber 21, 2023

8:15 a.m

Renot e Proceedi ng
Santa Fe, NM 87505
Dana Ful ton

5528962
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A PPEARANCES
Li st of Attendees:
Gregory Chakalian, The Hearing Exami ner
John Garcia, Exami ner

Sheil a Apodaca, Host

Deana Bennett, Esquire, Modrall Sperling

Jim Bruce, Esquire

Mi chael Fel dewert, Esquire, Holland & Hart

Adam Rankin, Esquire, Holland & Hart
Paul a Vance, Esquire, Holland & Hart
Dana Hardy, Esquire, Hinkle Shanor
Jackie McLean, Esquire, Hinkle Shanor
Ernest L. Padilla, Esquire

El i zabeth Ryan, Esquire

Darin Savage, Esquire, Abadie & Schill

Sharon Shaheen, Esquire, Montgomery & Andrews
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EXHI BI TS
NO. DESCRI PTI ON
Case No. 23688:
Exhi bi t Pool i ng Checkl i st

Exhi bi t Landman' s Affi davit

Exhi bi t Geol ogi st's Affidavit

Af fidavit of Notice

Exhi bi t Certified Notice Spreadsheet

Exhi bi t Publ i cati on

1
2
3

Exhi bit 4
5
6 Affidavit of
-

Exhi bi t Application Proposed Notice

NO. DESCRI PTI ON
Case Nos. 23795, 23796, 23797, and 23798:
Exhi bit 6A Af fidavit of Publication

Exhi bit 6B Af fidavit of Publication

| D/ EVD

74/ 75
74175
74175
75/ 75
75/ 75
75/ 75
75/ 75

| D/ EVD

78/ 81
78/ 81
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NO.

Case 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

NO.

Case No.
Exhi bi t
Exhi bi t
Exhi bi t

NO.

Case No.
Exhi bi t
Exhi bi t
Exhi bi t

EXHI BI TS (Cont'd)

DESCRI PTI ON | D/ EVD
23953:
A Self-Affirm ng Statenent 83/ 85
A2 Prelim nary Approval Letter 83/ 85
A3 Prelim nary Approval Letter 83/ 85
A4 Uncomm tted Working Interest 83/ 85
B CGeol ogi st' s St at enment 83/ 85
B3 Stratigraphic Cross Sections 84/ 85
C Affidavit of Notice by Mail 84/ 85
D Affidavits of Publication 85/ 85
DESCRI PTI ON | D/ EVD
24005:
A M . Haddock Land Professional 90/92
B M . Canton Geol ogy Testinmony 91/92
C Notice Testimony and Exhibits 91/92
DESCRI PTI ON | D/ EVD
24006:
A M . Haddock Land Professional 90/92
B M. Canton Geol ogy Testinmony 91/92
C Notice Testimony and Exhibits 91/92
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PROCEEDI NGS

THE HEARI NG EXAM NER:  -- 2023, ny nane
is Gregory Chakalian. | amthe hearing exam ner for
the G| Conservation Division. W are working off of
a docket that was emaniled to everyone a day or two
ago.

We are calling Case Nos. 1 through 15.
Those are Case Nos. 23614 t hrough 23617, consoli dated
wth 23775, 23 -- sorry, 24018 through 24027.

Appear ances, pl ease?

MR. RANKIN. Good norni ng,

M. Exam ner, Adam Rankin appearing on behalf of the
Enpire -- I'"msorry, Goodnight M dstream Perm an, LLC,
with ny coll eague this norning, Ms. Paula Vance, in
each of the cases that you just call ed.

THE HEARI NG EXAM NER:  Thank you.

M5. HARDY: M. Exam ner, Dana Hardy,
wi th Hi nkl e Shanor on behalf of Enpire, and al so
appearing on behalf of Enpire are Ms. Shaheen and
M. Padill a.

THE HEARI NG EXAM NER:  Thank you.

Okay. | guess that's everyone here. Were are we
Wi th these cases?
MR. RANKIN. M. Hearing Exam ner, if |

may junp in here, we have taken sone time to continue
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to confer over discovery issues. | think we've nade
sone substantial progress.

Enmpire has agreed to produce the
communi cati ons between its expert testifying w tnesses
and Enpire -- in the course of producing sone of those
communi cati ons, we've identified some additional
docunments that are responsive.

And Enpire has and counsel have been
working with us to get those docunents to us, and they
have done so.

There's a few additional things that
we' re working on, including sone earlier
conmuni cations between Enpire and its testifying
expert w tnesses.

We have sone remai ni ng concerns, and
we' re hopefully working through to resolve those.
sent an email seeking to confer over sone of those
remai ni ng i ssues yesterday to Enpire counsel.

So we're hoping that we can get those
resol ved here in short order. M. Exam ner, just a
point of order on this, these cases are, you know,
fairly expansive.

There's a | ot of technical information
that's comng to light as a result of the clains and

argunents being raised by Enpire.
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And so we are working through to nake
sure that we have all the informati on we need so that
we can present the agency with the conplete picture so
t hey can make a correct and accurate, best decision
possi bl e.

Now, one thing | wanted -- before |
pass it off, M. Examner, | sent a note over to
Enpire counsel this norning.

We have made a decision to -- based on
the conplexity of these cases and the nature of the
i nterests at issue and recent precedent fromthe
conmm ssion, we are going to request that a nunber of
t hese cases be taken up directly to the conm ssion.

And | would like -- if you wouldn't
mnd, M. Examner, | could just outline what we're
going to request and the reasons for it, if you would
|i ke, or | can defer that until you have an
opportunity to hear fromthe Enpire folKks.

THE HEARI NG EXAM NER: Okay. | have a
guestion, and then I'd like to hear what your plan is.
My question to you is, what is Goodni ght seeking to do
I n these cases?

MR. RANKIN:. So, M. Exam ner, in these
cases that Goodnight has filed before the division,

essentially, there are five cases. Four of them are
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for new -- authorization for new saltwater disposal
wells within the EMSU, the Eunice Mnunment South Unit.

One of those applications, the fifth
application, is for an increase in the injection rate
for an already existing authorize-approved injection
well within the Eunice Monunent South Unit.

THE HEARI NG EXAM NER: Okay. And
bef ore you continue, let nme pull up this order that I
think has a very big effect on what we're doi ng here,
and | am tal king about Order No. 228609.

This is an order that was signed in
| at e Novenber by the division director. He may have
been acting at that tinme in his new capacity.

| don't renenber, but ultimately, this
is an order that denies the application of Goodni ght
M dstream for a saltwater disposal well in an area
t hat already had a waterfl ood secondary recovery
proj ect going on.

So, M. Rankin, why do you -- and is
that why you would like to take these cases to the
conm ssion directly?

MR. RANKIN: There's a bunch of
reasons, M. Examiner. Let ne just kind of start with
t he one you raise. Okay?

Wthin the area that's been defi ned as
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t he Euni ce Monument South Unit, there was preexisting
di sposal long before this unit was created. The

di vi sion had authori zed produced water disposal wthin
the unit boundaries before there was even a unit,
starting in the 1960s. Okay?

So the unit canme to preexisting
di sposal in the San Andres Zone. Okay? So that's
No. 1.

No. 2, we have grave concerns about the
basis for the division -- or, actually, in this case,
it was the comm ssion creating the unit and including
the San Andres within that zone.

So what we were going to do,

M. Examner, this is one of the things | wanted to
| et you know, and | informed counsel this norning.

We're going to be filing two
applications before the conm ssion to anend existing
orders to nodify the unitized interval for the Eunice
Monument South Unit and to contract the verti cal
extent of the pool that governs oil production within
the unit boundari es.

Those are conm ssion orders that were
I ssued back in the '80s, and we had refrained from
pursuing to nodify those orders for a couple reasons.

No. 1, the division has already
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designated the San Andres in this area for saltwater

di sposal, and it has already authorized injection into
the San Andres for decades, prior to even the
unitization of this acreage.

So we didn't believe it was necessary
at the time to make any adjustnents to the unit
interval or to the pool on that basis.

Now, given the order that was issued by
the division in the case you just referenced and the
argunments that are being raised by Enpire, we see no
real alternative here but to seek to nodify the
unitized interval and the pool boundari es.

For that reason, we're filing these
applications to anend those conm ssion orders. Now,
because those are conm ssion orders, you know, we
believe that it's only appropriate for the conm ssion
to hear those applications.

G ven that and given the magnitude of
the interests at play here and the recent precedent
fromthe comm ssion to hear, in the first instance,
matters of produced water disposal that
affect -- waste and other -- policy issues, we're
going to be asking the conm ssion to take up all the
cases that directly affect production and injection

w thin the boundary of the EMSU.

Page 10

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



© 00 N oo o b~ wWw N

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

And | can recite to you which are those
cases. Now, separately, Enpire has, you know, filed
for ten applications to revoke Goodnight's injection
aut hori ty. Of those ten cases, four of theminvol ve
injection wells that are within the EMSU boundary.

Those cases, those four cases that seek
to revoke injection authority within the EMSU
boundary, ought to be conmbined with Goodnight's four
cases for new injection within the EMSU boundary and
the one case to increase the injection rate authority
in one of the wells.

So there's a total of nine cases, |
believe, plus the two that we're going to be filing
that ought to be -- in our view, be heard initially by
t he comm ssi on.

THE HEARI NG EXAM NER: And what are
t hose case nunbers?

MR. RANKIN: So the Goodni ght cases
that would be inplicated are Case No. 23614 through
23617, 23775, which is the case to increase the
I njection rate. The Enpire cases that would be
I npl i cated are Case Nos. 24018, 24019, 24020, and
24025.

The other six cases that Enpire's

filed --
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THE HEARI NG EXAM NER: Hol d on,
M. Rankin, 24018 through 20 -- 25, you said.

MR. RANKIN: Yeah. And I'Il just
restate the Enpire cases, 24018, 24019, 24020, and
24025.

THE HEARI NG EXAM NER: \Why did we
consolidate all the cases beginning with 24018 through
"27 originally?

MR. RANKI N: M . Exam ner, you know, |
think, initially, you know, we thought it was a good
i dea just to handle all these at once, and, in ny
m nd, there were distinctions between the cases that
Enmpire fil ed.

And | was thinking I would handl e those
as and when we got them consolidated. | would address
themat the tine, but | think, in light of the
magni t ude and the conplexity of these issues, it's
nore appropriate to just go ahead and bifurcate them
now on the front end.

And | et me just touch on that real
quickly. So as | nmentioned, there's a nunber of these
cases that -- and they're all within the EMSU
boundary. Ckay?

The four of our cases for new di sposal,

the one for increase injection rate, and then the four
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in which Enpire's seeking to revoke injection
authority those all within the EMSU boundary.

So all the, you know -- the issues in
t hose cases regarding -- rights, unitization, the
right to unitize, the pool which is the pool boundary
definition, which is limted to the EMSU, all those
factors weigh heavily in favor of having those cases
be heard together. Okay?

Those are all within the EMSU boundary.
They're all being governed by the sane set of rules,
sane set of facts, the sane underlying, you know,
| ssues, because we're, you know -- we're seeking to
I nject directly wiwthin the EMSU boundary.

And they're arguing they want to do a
residual oil recovery within the EMSU boundary. So
everything is contained in those cases.

Now, the other six cases that Enpire
has filed to revoke injection authority all deal with
exi sting authorized injection wells outside of the
unit boundary at varying di stances. Ckay?

Anywhere from several hundred feet to
almost a mle, those wells, No. 1, are outside the
unit area of varying distances in a different pool
with different pool rules.

And so, No. 1, we don't see, you know,
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any inmm nent harmor any inmm nent reason, any rush to
deal with those cases i medi ately because, No. 1,
they're outside the unit boundary.
Some of those wells aren't
even -- haven't even drilled and/or are not even
I njecting yet, and they're various varying
di stances -- so there's going to be varying factors.
And it's going to be, | nean -- No. 1,
we have to evaluate area of influence in those cases.
Whereas cases in the EMSU, we're not going to have to
deal with that. It's all within the unit.
So there's going to be a different
| ayer of analysis and investigation in those six cases
that we don't have to deal with in the EMSU cases.
THE HEARI NG EXAM NER:  Okay. Let ne
i nterrupt you for a nonent, M. Rankin. Are you
pl anning -- is your planning on appealing Order
No. 228697
MR. RANKIN: Yes, M. Exam ner. W
will be doing so. W have a few days left, and we are
sorting out exactly, you know, as we're thinking
t hrough the effect of that order and the conbination
of these cases.
So there's a fair bit of, you know,

figuring out how best to nmanage all this. So
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initially, we did think that it nmade sense to try to
get these all dealt with together, and then we woul d,
you know, segregate them after the fact.

But upon further reflection and the
eval uati on of the, you know, various factors here, in
terms of the -- what evidence would need to be
presented and whether it would be nore appropriate for
the comm ssion or division to hear, we've decided that

t he best course, and we think this is the nore

efficient course -- actually, in terns of speed and
time, | nmean, | think Enpire would prefer this course
because it would allow -- rather than having to have

two sets of cases, you know, one heard at the division
| evel and another -- and then wait for an order, and
t hen, you know, go -- de novo and do it all over again
at the comm ssion, we're proposing to sort of short
circuit the process.

Of course, it's, you know, up to the
di scretion of the conmm ssion whether to take it, the
initial case here, but we're proposing to go directly
to the conm ssion and have this heard, you know, at
t he comm ssion.

So it ought to, you know, speed things
along in ternms of the --

THE HEARI NG EXAM NER:  Ckay. Ckay,
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t hank you, M. Rankin. | want to ask John Garci a.

M. Garcia, based on what you j ust
heard and before we go to Ms. Hardy, who |I'm sure has
a lot to say about all this, do you have any questions
for M. Rankin?

MR. GARCIA: | do not at this tine.

THE HEARI NG EXAM NER:  You do not.
Okay. Well, M. Garcia, what | specifically want to
know i s what you think of the idea of keeping these
six cases filed by Enpire to w thdraw exi sting
i njection authority right outside this unit, what you
t hi nk of keeping themtogether with these other cases.

MR. GARCIA: Yeah. So | was trying to
play catch up in the background on these cases
because, typically, | don't deep dive status
conferences too nmuch because -- they're just
conti nuances, you know, negotiation updates.

This is probably the first one |'ve
experienced where | guess, it's gone in this depth
with these proposals to go straight to OCC [ ph].

So in the background, | guess, the part
| was struggling is, to why are these cases
differential? Like, why are we separating thenf?
Again, | haven't |ike deep-dived. There's, what is

it, 20 cases or so, 15 total.
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| know | highlighted the ones
M. Rankin just said as being separate -- of what he's
tal ki ng about. [|I'mjust struggling to play catch up
on what's the difference here and why should they be
separ at ed.

THE HEARI NG EXAM NER: Ckay. Then, |
won't put you in an unfair position of asking you that
question. [|'Ill take that part under advisenent, and
we can tal k.

MR. GARCI A: Yeah, and |I can definitely
talk with you on --

THE HEARI NG EXAM NER: O fl i ne.

MR. GARCIA: -- on this.

THE HEARI NG EXAM NER:  Ckay.

Ms. Hardy, let's start out with the proposition that
|"m | eaning toward issuing an order referring all of
t hese cases, including the two new ones that we don't
know t he case nunbers, to the comm ssion so that they
can hear the appeal of the Order 22869 and hear these
cases, 1 through 15, on the docket.

VWhat is your thought about that?

M5. HARDY: M. Exam ner, | believe
t hat Goodni ght would need to file a request with the
conm ssion to accept the cases, and | don't know that

the comm ssion would do that.
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| think that's an issue that would need
to be briefed and addressed. | just saw M. Rankin's
email this nmorning regarding this issue right when we
got on this hearing, and so | haven't had a chance to
confer with Enpire about their position on the
transfer of the cases to the conm ssion.

| just don't know at this point what
t hat woul d be. So | would need to do that, and |
think that's an issue that nay need to be briefed.

| know, in the past, the conm ssion has
found that it prefers for the division to hear cases
before they are sent up to the conm ssion.

| think that, as you've nentioned -- |
t hi nk that Order R-22869a, which is the order that the
di vi sion issued denyi ng Goodni ght's application for
i njection -- the Baeza [ph] well, is really
di spositive of Goodnight's applications in Case
Nos. 23614 through 23617, as well as Case 23775, where
they' re seeking to increase injection into Enpire's
unitized interval.

| think that, really, that order
requires those applications be dismssed. It's
di spositive. | think the division correctly found
that this is a unitized interval.

It's been in existence since the '80s
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and operating as a secondary recovery unit and that
i njection into the unitized interval inpairs the
producti on of hydrocarbons and results in waste.

And that's the division's paranpunt
obligation under the Gl and Gas Act is to prevent
that from occurring.

So | think that the application shoul d
be dism ssed and that Goodnight can file the
applications with the comm ssion that it's talking
about and seek to anmend the unitized interval.

| think that's a heavy burden to bear,
and | think it's, basically, a collateral attack on
exi sting orders that have been in existence for many,
many years and that many parties have relied on, not
just Enpire.

The interest owners in a unit are
relying on the fact that this unit exists and is
operating. So that's a heavy burden for Goodnight to
undertake, and | think if they want to file those
appl i cations, we would respond accordingly.

But in the neantinme, | think that their
new i njection application should be dism ssed and t hat
Enpire's applications to revoke to be consolidated for
a hearing for the division.

| disagree with M. Rankin that the
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wells inside of the unit and outside of the unit raise
different concerns. The geol ogy and engi neering
evidence is going to be the sane or very simlar, and
the wells outside of the unit are very close to it.

And that's part of the basis for the
applications to revoke, is that they are inpacting the
unit. So | don't think it makes sense to separate the
wells within the unit fromthe wells that are outside
of the unit --

THE HEARI NG EXAM NER: So, Ms. Hardy,
if M. Rankin -- so I"mnot sure | agree with the
rationale that | don't have the authority to refer
t hese cases to the conmm ssion but take that aside. |
don't think that's critical here.

If M. Rankin were willing to dismss
his cases, the four plus one, the five cases, that we
know and file those directly with the conm ssion al ong
with his appeals of either of those, would you be
willing to dism ss your cases, the 24018 through ' 27,
basically, so that the comm ssion can consider all of
t hese issues at one tinme?

M5. HARDY: |s the question whether we
woul d dismss themand refile with the comm ssion? |
don't know that we can do that. | nean, | think

woul d need to consult with Enpire about that.
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"' mnot sure that there's a nmechani sm
to do that under their procedural rules. | know
t hat --

THE HEARI NG EXAM NER: The way | | ook
at these -- the way | | ook at these cases, M. Hardy,
is that they're all -- it's all the sanme unit, as
M. Rankin said, or the surrounding area to this unit.

They're all inpacted by this order that
was | ust issued, which basically changes the playing
field for Enpire and Goodni ght, and it seens that
Enpire has a dog in this fight before the conm ssion
on this appeal of this order.

And all the cases really need to be
heard together. That's the way | see this.

So unless you can tell me why that's
wrong, |I'meither |leaning toward the parties
di sm ssing these cases and refiling themw th the
conmm ssion along with ny referral because | do plan on
filing the order referring all of these cases, all 15
cases, plus these two new ones that haven't even been
filed yet, and the appeal, to the comm ssion to deal
with this.

s there sonme reason why you think
that's a bad idea?

MS. HARDY: | don't think that we would
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need to dism ss our applications. | think that's a
separate matter. | think that | agree that the cases
shoul d be heard together, and certainly, all the
pendi ng applications should be heard together.

But | don't think that -- | think that
I f the cases were referred to the comm ssion, that's
certainly one way to go, but | don't think we would
di sm ss our applications to do that.

| think it's a matter of referral, and
| know, in other cases, we were in a simlar situation
where we had an appeal to the conm ssion and al so a
nunmber of cases that were related that were filed wth
t he division.

And this was a separate issue. They
were pooling cases [ph]. W had asked the cases be
all transferred to the comm ssion, and the conm ssi on
said they would prefer for the division to hear the
di vision cases and to stay the conmm ssion case while
the division did that.

| don't have that order in front of nme,
but that's what the comm ssion had done in that
si tuati on.

THE HEARI NG EXAM NER: But, Ms. Hardy,
are you saying that you don't renenber at | east one

I nstance in which ny predecessor, Bill Brancard [ ph],
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filed an order referring cases to the conmm ssion?

And | woul d suspect then, as part of
that order referring cases to the comm ssion, that
there would al so be an order to dism ss the cases in
front of the division so they could be heard by the
conmi Ssi on.

M5. HARDY: | don't know specific
I nstances. |'msure that probably has happened. |
don't think the cases at the division get dismssed,
though. | nean, | think they're referred to the
comm ssion in that scenario.

THE HEARI NG EXAM NER: | ' m wary of
havi ng cases pending in front of the division when
this order changes the playing field and was i ssued
after these cases were filed.

The parties are still -- we're still in
t he status conference phase. W're not even ready for
a hearing in front of the division. Right?

M5. HARDY: | actually think that we
are ready for a hearing before the division. W
actually submtted all of our hearing exhibits, and
t he cases were postponed because Goodni ght wanted to
conduct discovery, so.

THE HEARI NG EXAM NER:  Right. Well, so

t hen, they're not ready yet.
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M5. HARDY: Well, | think they are from
Enpire's perspective. | think we've conducted the
di scovery and subm tted our hearing exhibits that we
plan to go to hearing on.

THE HEARI NG EXAM NER: So if the
di vi sion hears these cases on the revoking Goodni ght's
I njection authority, and Goodni ght goes on appeal to
the comm ssion and the comm ssion, | don't know, let's
say, upholds this order signed by Director Fuge [ph],
who sits on the comm ssion, you're saying that

woul dn't i npact the cases.

| nmean, it just doesn't -- it seens, to
me, that -- that doesn't seem | ogical for ne.

M5. HARDY: | do think it would inpact
the cases, M. Examiner. | absolutely agree with you.

| think that the existing order is dispositive, and if
It's upheld, that applies to all of the cases.

THE HEARI NG EXAM NER: All right, okay.
| want to ask, before | go back to M. Rankin -- |
want to ask Ms. Shaheen. Do you have any feedback on
all of this?

M5. SHAHEEN: Thank you, M. Exam ner.
| did have one case that was referred to the
comm ssion. It was not dismssed. It was just

referred to the conmm ssi on.
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THE HEARI NG EXAM NER: Ckay.

MS. SHAHEEN: That has been done in the
past, but that was one singular case. And that case
had actually already been presented to the division,
and it was referred to the comm ssion for a final
deci si on.

And | was | ooking for the order, but |
wasn't able to pinpoint it in the few mnutes that |
had. And |I'msorry. Wat was your initial question
to me?

THE HEARI NG EXAM NER:  Wel I, just go by
what you just said, when you said it was heard by the
di vision, so the division collected a bunch of
evi dence.

And then are you saying that, before
the comm ssion, the comm ssion just ruled on the
evi dence, the record that was established before the
division, or was it a de novo hearing?

MS. SHAHEEN: In that case, it was not
a de novo hearing because it was not a review de novo
because the division had not issued a deci sion.

THE HEARI NG EXAM NER: Ckay, okay. And
then so, ny question to you originally was your
f eedback on what you heard.

You know that ny -- what |'m seeking of
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you, and | have discussed this with nmy supervisor, is
to refer these cases to the commi ssion so that they
can hear the appeal of this order and hear these cases
de novo because it doesn't seemefficient to keep

t hese on the docket to have these pieceneal in front
of the comm ssion.

So that's ny sense. And what are your
t hought s?

M5. SHAHEEN: Well, it does elimnate
the opportunity for an appeal or review de novo by the
comm ssi on.

We woul d be appealing directly to the
district court, and |'m sure that whoever was not
successful before the comm ssion woul d be appeal i ng.

The other thing is that |I'm concerned
that it creates nore del ay.

Every day, there are thousands and
t housands and t housands of barrels of water that are
being injected into the formation, and that is
adversely affecting Enpire and, its working interest
owners and its royalty interest.

So that's ny concern; it's a continued
del ay.

THE HEARI NG EXAM NER:  Okay.

under st and your concern. M. Padilla?
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MR. PADI LLA: Well, first of all, |
agree with consolidation of these cases because the
geol ogy and reservoir [ph] characters are essentially
t he sane.

Vet her or not sonme of those wells are
outside the unit, they're still inpacting the unit.

" minpressed now by the new strategy that M. Rankin

has enunciated this norning according to the

conmm ssion and asking to amend the vertical limts,
So.

In the Baeza [ph] case, | argued that
collateral would stop -- that decision was not really

made, but Goodnight, in this case, has chall enged

the -- collateral attack w thout going back to amend
t he comm ssi on order -- 1984.
That order's still good, and that's

necessary. So | think that M. Rankin is probably
correct in going to amend that order. \hether or not
at this late date it's appropriate is a different

t hi ng.

Now, | take that by bifurcating these
cases, Goodnight gets a second bite at the apple, and
it's probably not -- that's going to result in a |ot
of delay if a bifurcation is nade.

So | think it's appropriate, whether
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it's the division or the comm ssion, that they all be
heard at the sanme tinme without going at it tw ce.

But | haven't had any cases that have
been referred to the comm ssion. |'ve been practicing
a long tine before the division and the conm ssion.

Before that, | don't know that --
| mean, | think it's the discretion of the hearing
exam ner to issue an order of referral.

But | don't think that dism ssal is
necessarily appropriate or that we'd have to refile
before the comm ssion, but that's your deci sion.

THE HEARI NG EXAM NER: The order you
were tal king about fromthe '80s, what did that
order -- was that order in favor of injection, or what
did that order do?

MR. PADI LLA: That order --
surprisingly, | was reading the transcript fromthat
case, and | appeared in that case for sonme m nor
I nterests on this.

But there was no necessary -- | nean,
the unitization involved both the San Andres and the
Grayburg, but primarily the Grayburg. And there was
sonme di scussion about, in the hearing, for, | think,
make-up water [ph] and a later tertiary recovery from

t he San Andres.
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And | think now with the residual oi
claimthat Enpire has, it's the recovery of
reserves [ph] in that zone is appropriate wthout
havi ng a whol e bunch of new water comng in there
that's not necessarily conpatible with what's there.

And we think it's going to mgrate into
the Grayburg, and --

THE HEARI NG EXAM NER:  So, M. Padill a,
you' re saying that the order that M. Rankin would be
seeking to anmend before the conm ssion would be an
order that benefits Enpire and hinders Goodni ght's
I njection interest. |Is that right?

MR. PADI LLA: Yes. W, of course,
woul d want it to have unitized interval the sane,
remain the same. We don't want that order, original
order, changed.

| mean, Goodni ght can file sonething,
an application, to anend the vertical limts, but
there was no appeal by anyone of that order way back
then. And so that unit has existed.

The vertical limts, including the
Grayburg and the San Andres, are both part of that
original order.

And now, you have an interloper in

here, saying, "Well, we need that to" -- | know
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M. Rankin's made sone kind of policy argunent, which
| think is collateral attack, but | don't see that
they have an interest, No. 1, in the unit.

And now, today is the first tine that
they've really gone out and said, "Well, nmaybe we

ought to anmend that original order,"” on whatever basis
their application is going to be based on.

THE HEARI NG EXAM NER:  Ckay.

Ms. Vance, is M. Rankin speaking for you in this
case?

MS. VANCE: That's correct.

THE HEARI NG EXAM NER: Ckay, very good.
| just want to give everyone a chance to tell ne what
t hey thi nk.

M. Rankin, you've heard from you
know, opposing counsel. What do you have to say about
what you've heard?

MR. RANKIN: Thank you, M. Hearing
Exam ner. Yeah. | nean, | think a couple things. |
just want to keep everybody's focus on the history
here and the facts.

No. 1, there was prior saltwater
di sposal [ph] injection going back into the '60s in
the San Andres within the area defined as the EMSU

wel |l before, two decades before, the EMSU was creat ed.
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Okay, No. 1.

The contention that the Baeza [ ph]
order that you referred to, M. Exam ner, is
di spositive or is controlling in these cases, | think
Is msplaced. Certainly, it indicates the division's
m ndset .

The facts, evidence, and testinony that
were presented at that case are discrete, and
wholly -- they're going to be totally different than
what you're going to see in this set of cases. Okay?

In large part, that's because what
Enpire presented at that hearing was mniml. Okay?
There was one witness with al nost no technical
evidence. As we cited in the order, there's al nost
zero technical evidence, so.

And furthernore, division cases are not
generally held to be precedential in other division
cases, again, in large part here because we got a
different set of evidence and testinony con ng
f orwar d.

Now, setting aside the Baeza [ ph] case,
obviously -- | nmean, obviously, from our perspective,
It does create an issue because it indicates to us a
m ndset that the division may be having to go into

t hese cases. kay?
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And that's a consideration on our part
that we have to take into account. Qur view is that
when we finally present all the facts and evi dence,
that we will prevail and that we will be permtted to
continue to dispose within the San Andres.

Now, that nmay be ultimately a deci sion
for the conm ssion, and it probably ought to be, in
the first instance, heard now and deci ded by the
comm ssi on.

And for that reason, M. Examner, | do
bel i eve you have authority to refer matters that you
bel i eve are nore appropriately heard by the
comm ssion. Now, ultimately, it's the conm ssion's
di scretion to hear that case -- to take these cases or
not .

And we can either do it by filing a
notion, as Ms. Hardy suggests, or they can be referred
by you. | think either way is appropriate. | think
the notion that we nust dism ss these cases is putting
form over function.

| think, upon referral and acceptance
by the comm ssion, they're off your docket, okay, and
there's no need to worry about dism ssing them

So | think the appropriate, you know,

vehicle here is either for us to file a nmotion with
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t he comm ssion or for you just to go ahead and refer
them you know.

| think either way is fine, and
whi chever, you know, you ultimately prefer is
appropriate. Now --

THE HEARI NG EXAM NER:  Well, let me
i nterrupt you.

MR. RANKI N:  Yeabh.

THE HEARI NG EXAM NER: \What | see here,
whi ch was provided by M. Garcia, thank you, in cases
that involve applications of Cinmarex Energy for
conmpul sory pooling and Chevron USA [ph] for conpul sory
pooling, and the case nunbers are 23088 through '91
and then 22871 and '72, there was a notion that was
filed by Cimarex, served on the division's exam ner
to -- it was unopposed to refer the above cases to the
comm ssi on.

And the director signed that order,
referring the cases to the conm ssion. That's the
route that | would like to take, is that the parties
file a stipulated or unopposed, or whatever you want
to call it, notion to refer

And | would like all of these cases to
go together. | know, M. Rankin, you feel that the

cases outside the unit are not related closely enough.
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| feel like they are. | know that the
other parties feel like they are. Enpire feels |like
they are. So with that being said, what do you think
about that?

MR. RANKIN:. M. Exam ner, | appreciate
that consideration. Initially, that was ny thought,
too. GCkay? And that's why | was initially proposing
to put them all together.

Now, | want to point out a couple
things. No. 1, there are nore parties involved here,
okay, than sinply Goodnight and Enpire. There are two
exi sting saltwater disposal wells operated by
Rice [ph] within the EMSU.

Those have been injecting for decades.
Okay? |In addition, Enpire has been injecting into the
San Andres for disposal as well. Okay?

Those are only the wells within the
EMSU. There are others outside the boundaries that
are inplicated as well. In order to keep this
stream ined and nore direct anong the parties who are
really at issue, we ought to keep it within the EMSU

That's one reason. Secondly, the idea
that the -- so as to the wells outside the unit, okay,
Enpire has alleged, on information and belief, that

the water that is being injected by Goodni ght
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M dstreaminto those well, outside, as far as alnost a
m |l e away, are already encroaching into the unit
boundaries and inpairing their ability to do their
unit operations.

That's a whol e other area of
denonstration, proof, technical evidence, nodeling.

That's a whol e different body of
evidence and testinony that's going to need to be
dealt with in those cases, setting aside the fact that
there's many ot her saltwater disposal wells in the
sane radius outside the EMSU that ought to be included
in this discussion as well.

So ny view is that, whether, you know,
the commi ssion ultimately decides that injection in
the San Andres is inappropriate or not, it ought to be
first addressed within the unit boundari es.

Then, after we understand whatever
gui dance the comm ssion may have to offer, we can
separately deal with saltwater disposal outside the
unit boundaries on a case-by-case basis, based on
anal ysis of the plune extent and ot her considerations
because those are going to be separate -- those are
going to involve entirely separate facts and evi dence
because of the distances. Okay?

THE HEARI NG EXAM NER: | under st and
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your perspective. Ms. Shaheen, if | was persuaded by
that argunent, then it sounds |ike we would have a
heari ng on Cases 24021 through '24, '26, and '27. |Is
that right?

M5. SHAHEEN: | am not sure. | think
there are also the pending Enpire applications that
relate to wells within the EMSU as well. 1'mnot sure
of what case nunbers relate to those wells within the
EMSU.

But what | would note is that | believe
that same type of evidence and nodeling will be
pertinent to the cases for wells that are within the
EMSU. So I think that distinction there is sonmewhat
artificial.

THE HEARI NG EXAM NER: Ckay. So,

Ms. Hardy, M. Rankin is suggesting that we only deal
with the cases within the unit and not outside.

But it seens to ne that you have filed
Si X cases that are right around -- and those are the
cases | just said, 24021, '22, '23, '24, '26, and ' 27.

|s that correct?

MS. HARDY: | believe that's correct,
M. Exam ner, but, as | nentioned, | do think that the
evidence is going to be the sane. | think it's

artificial to distinguish.
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THE HEARI NG EXAM NER:  All right.
That's a different point.

MS. HARDY: Yes.

THE HEARI NG EXAM NER: But let nme

understand. Those are the six cases that are right

around the unit but not inside the unit. [Is that
correct?

M5. HARDY: | would need to confirm
t hose case nunbers, but I'"'mwlling to accept

M. Rankin's representation on that.

THE HEARI NG EXAM NER:  Ckay. Then, if
that's the case and we only had an unopposed notion to
refer the cases within the unit and not outside the
unit, what would be your intent?

Woul d your intent be let's hold a
hearing on those cases right outside the unit as
qui ckly as possi bl e?

M5. HARDY: | think that all of the
cases need to be heard together.

THE HEARI NG EXAM NER:  Ckay, okay. All
right. That's your position --

MS. HARDY: Yes, yes.

THE HEARI NG EXAM NER: But, M. Rankin,
what it sounds to ne like is that if you file a

notion, that it would be unopposed for the cases
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within the unit and opposed for the cases outside the

unit.

MS. SHAHEEN:. If | may, M. --

THE HEARI NG EXAM NER: Yeah, go ahead.
Yeabh.

M5. SHAHEEN: We haven't been able to
confer with our client on this at all, and so we can't

say one way or another whether that notion would be
opposed or unopposed.

THE HEARI NG EXAM NER: Ckay. That's a
fair point. I'mjust going by what |I'mhearing in
front of me today legally, not fromyour client.

MR. RANKIN:. M. Examner, | just want
to make one -- if | may nmake one response because |
want to make sure that it's understood the type of
analysis |I'mtal king about and that's going to be
different for cases outside. Okay?

At issue within the unit is whether the
I njection's going to be inpacting or inpairing ROZ
devel opnent, unit operations, waterflood, so forth.
Ckay?

That assessnent is likely going to be
the same whether you're inside or outside. What's
different, okay, is whether the injection outside is

even reachi ng, okay, the unit boundaries. Okay?
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That analysis is unique and different
and is going to be different based on each well, based
on the distance fromeach well.

There are, as we understand from
| ooking at the technical commttee reports [ph] on the
unit, there are sand stringers [ph] and variations in
the geology within the San Andres, whether it's
donesticized [ ph] or sand and whether or not -- how
extensive the injection's going to extend out from any
given well and the connectivity.

M. Sweeney [ph] hinmself, during the
Gouza [ ph] case, was tal king about how, you know,
wat er woul d be injected.

It would pop up in unexpected places in
their unitized interval, you know, because as they're
i njecting water -- waterflood [ph], they woul d expect
there to be inpacts in one well, you know, beneficial
| npacts in one well.

And you woul d see it sonepl ace el se,
and that's because the geology in San Andres and sone
places, is a little bit conpl ex.

So as to the wells outside the unit,
there's going to be different set of evidence and
testinmony, and it'll all be taken on a case-by-case

basi s.
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It isinthe division's interest, |
believe, to allow the comm ssion cases to go forward,
get guidance fromthe conm ssion on injection into the
unitized interval, and then we can take those outside
cases separately with the guidance from the division.

THE HEARI NG EXAM NER: Ms. Hardy?

M5. HARDY: M. Exam ner, | think that
It really does only nmake sense to address all of the
cases together. | think the evidence is going to be
very, very simlar, if not the sane.

| think that if the cases were referred
to the conmm ssion together, there's no reason the
comm ssion can't consider sone of the separate issues
that M. Rankin's tal king about.

| don't think that means that the cases
need to be heard separately, you know, one set going
to the conmm ssion, one set staying before the
di vi si on.

| think that's an inefficient use of
resources of the division and the conm ssion and of
the parties and the wtnesses, really.

| think the evidence is going to
overlap. |If M. Rankin wants to raise the issues that
he's tal king about regarding injection outside of the

unit versus injection inside the unit, he can

Page 40

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



© 00 N oo o b~ wWw N

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

certainly do that in one hearing.

| don't think that means that there
shoul d be separate hearings. | think that's not an
efficient use of anyone's tinme or resources.

THE HEARI NG EXAM NER:  Ckay.
M. Garcia, do you have anything to add or any
guestions you want to ask?

MR. GARCI A: Yeah. | have a few
guestions for M. Rankin or Ms. Hardy, whoever, |
guess, has the answers. How big is this unit

acreage-wise is ny first question.

MR. RANKI N: | think it's on the order
of 14,000 acres, but I'Il let the Enpire fol ks say.
MS. HARDY: | don't have that nunber in

front of nme, but that sounds right.

MR. GARCI A: That's cl ose enough, and |
guess - -

M5. HARDY: It's a large unit.

MR. GARCI A: Ckay. And these wells
that are on the outside of this unit are outside by
feet, mles? Like, what's the "outside"?

MR. RANKIN: It varies. 1've done a
fairly careful analysis. It varies froma couple
hundred feet, several hundred feet to just under a

ml e.
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It appears to nme that the Enpire folks
have, you know, nade a denonstration that a mle is
their cutoff.

MR. GARCI A: Okay.

MR. RANKIN:. So this is a mle outside
of the area.

MR. GARCIA: And, | guess, to ne,
everyone keeps tal king about process and what's the
nost efficient because obviously, your operators are
probably pressuring each of you to make their case wn
and get out why so they can start operating these
wel | s.

| guess ny question is, if we separate
t hese cases and comm ssion hears the first set, we
hear the second set, and those are different answers,
are you going nost |ikely just appeal those to the
heari ng anyways to conm ssion, and they're going to
have to hear the whole thing again?

| mean, that's kind of ny thing
because, | think, no natter what, these cases are
going to be at commssion. It's just is comm ssion
hearing them together, or is comm ssion hearing them
separately?

MR. RANKIN:  Thank you, M. --

M5. HARDY: That's -- M. Garcia. |
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think that either party -- the losing party if the
cases are heard separately, the division wl|l
certainly appeal to the conmm ssion.

MR. GARCI A: Yeah. | nmean, because |
al ready heard like, | think, it was Ms. Shaheen -- |
mean, it sounds |ike you guys aren't even going to be
happy with the conm ssion as | heard you guys say
you're going to appeal to district court, which is,
obvi ously, you know, all owed.

And part of the process is you can
appeal -- to district court. So if you guys already
have that m ndset, | don't know if we're benefiting
anyone's time by OCD [ph] hearing these cases.

THE HEARI NG EXAM NER:  So, M. -- on
t he question about the cases outside, okay, | think
there's sone concern about efficiency, waste,
adm ni strative, you know, efficiencies here.

What |'m proposing is that those six
cases outside the unit boundary be stayed and not be
heard by the division until there's resolution by the
comm ssion of the injection within the unit boundary.

There's no need for the division to
hurry and hear those six cases at this tine. They are
sone di stance away. Enpire has no plans to conduct an

ROzZ. We've asked for it; they don't have one.
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They don't even have it in a witten
pl an. They've got no comuni cations, apparently, that
di scuss how they're going to approach the ROZ in the
San Andres because they haven't produced them --

MR. GARCI A: What's an ROZ agai n?

THE HEARI NG EXAM NER: Resi dual oi
zone. (Okay?

MR. GARCI A: Okay.

THE HEARI NG EXAM NER: So apparently,
there is nothing i mm nent here. They, thenselves, are
injecting into the San Andres, and they've been doing
It since the '80s.

Two ot her wells operated by Rice [ph]
have been injecting into the San Andres since the
'60s. A significant volunme of produced water has been
i njected since before the unit was even creat ed.

They came to injection in San Andres.
There's no inm nent harmto the EMSU or Enpire for
I njection outside the unit. Okay?

There's no need to rush to decide those
cases when what we have before us is a clearly
di stingui shable set of cases within the unit boundary.

So what |'m proposing is to nmaxim ze
the efficiency here, stay those cases before the

division, allow the comm ssion to hear the full set of
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I nformation, opinions, and testinony as to the
injection within the unit, take what the comm ssion
rules, apply what is applicable to the injection
outside the unit boundary.

Those are going to be, you know,

di fferent because of the distances. Then, as
necessary, we can hear those cases at the division

| evel. They're going to be different, okay, because
of the facts.

There's going to be sone things that
are rel ated, and maybe, you know, that gui dance w ||
I nformthe way both parties put on their cases and
wll informthe way the division hears those cases.

But we don't know yet until we have a
ruling and order fromthe conm ssion. So what |'m
proposing is to maxim ze the adm nistrative efficiency
here, allow those division cases to be stayed until we
have cl ear guidance fromthe conm ssion. W can apply
what's applicable to those cases and then hear them

Li kely, as Ms. Hardy said, no one's
going to be happy, and they're going to be appealed to
t he comm ssion. But those are going to be on a
different set of facts and a different, you know --
and a different set of testinony.

So | think what we're proposing is the
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nost efficient way to handl e these.

MR. GARCIA: And the part that confuses
me, | guess, is stay of these cases because you said
earlier, they're different factual patterns, different
evi dence, which | understand you' re tal king about in
the unit, does the injection danmage the waterfl ood,
outside of the unit does ny plune |ateral extent
affect it also.

Vhich froma technical side, | see
their differences, but even if the comm ssion rules in
favor of your client, are those factual bases going to
be enough for OCC [ph] to make a ruling on the other
case that's not going to be appeal ed because |i ke you
just said, they're different factual bases.

Si xty, 80 years is a long tinme of
i njection, especially for, you know, a 1-mle zone.
Cbvi ously, everyone's going to be its own facts, you
know, conpletion type, depth, production, how much
they're injecting, how nuch pressure they're
i nj ecting.

Each well's going to be an individual
nodel. |'m assum ng they'l|l probably nodel them
t oget her because they're going to interact with each
ot her.

And | understand -- that they are
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different aspects, but the admnistrative side, | just
don't see how anyone's going to be happy with an
OCD [ ph] order.

| pretty nuch amtaking this as ne and
Greg are going to hear these cases. W're going to
| ssue an order -- are going to read the order, and
whoever lost is just going to straight appeal it to
OCC [ph], is how | take it, which neans your clients
and you and us, are just, you know, further del aying
this answer.

| mean, to ne, | take it as -- going to
even appeal the OCC [ph] one to district court --
rat her the outcone, and so | don't think having
OCD [ph] hear these cases separate is a thing.

| nmean, if you want to -- ny
recommendation to Gregory is | think the parties, one,
need to talk to their clients and nmake sure the
parties know what's goi ng on.

But as you guys have the right to file,
| don't know the |egal word, but the request to go to
OCC [ ph], the referral or remand, whatever it's
called, and in that referral, you can request OCC [ ph]
to either hear these cases separate or together.

But | think either way, OCC [ph] is

going to be hearing these cases, and so we can | et
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OCC [ ph] decide based off your request, should they
hear these together, or should they hear these
separ at e.

| nmean, because that's kind of what
we're arguing, is they're going to hear it. |It's just
how do they hear it's kind of the question, and if the
conmm ssion chair thinks there is enough overlap they
shoul d together, he can do so. |If he thinks they're
separate, he can do that, also. He has that power.

That's ny take on this whole thing
is -- no matter what, they're going there. So it's
how does the conmm ssion want to hear these, separate
or together, and I would recommend you put in witing
each of your argunents, why they should be together or
why they shoul dn't be.

THE HEARI NG EXAM NER: Ms. Hardy?

MS. HARDY: M. Examner, | think it
does make sense for M. Rankin to file a notion that
we woul d have an opportunity to confer with our client
on and then respond.

| think we've covered the ground on
these applications are all related. | do want to
address the fact -- or M. Rankin's argunent that the
i njection wells outside of the unit are not an

I MM nent | ssue or concern.

Page 48

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



© 00 N oo o b~ wWw N

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

They are from Enpire's perspective.
That's an urgent issue because the injection outside
of the unit is also inpacting the unit, and as
M. Rankin said earlier, one of the wells is 200 feet
away .

So this is, you know, all related, and
in addition to the injection that's occurred in the
unit previously, is vastly different in volunme from
the injection that Goodnight is conducting and is
proposi ng to conduct.

Really, it's mllions of barrels. So
it's a big difference, and it needs to be addressed as
soon as possible, in one hearing, | believe.

MR. RANKIN. M. Examner, if it's so
i mm nent, |'m wondering when and what tine Enpire's
going to be filing applications to revoke Rice
Operating's [ph] authority to inject produced water in
the San Andres within the EMSU and when Enpire's going
to be filing applications to revoke the authority of
any other saltwater disposal well within a mle of the
boundaries of the unit.

THE HEARI NG EXAM NER: Ckay. All
right. Well, we don't have the answers to that, but
what | will decide for today, since it's just a status

conferences, is I'mnot going to set another status
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conference on these cases for now.

VWhat |'m going to ask the parties to do
is to file a nmotion. Hopefully, it'll be an unopposed
not i on.

But if it is opposed, let's cone up
with a time frane so that | can get a notion to refer
over to the director and an order over to the director
for his consideration on whether he wants to hear al
of these cases together at the comm ssion | evel or
whet her he wants to bifurcate the six cases that are
ri ght outside the EMSU.

M. Rankin, when would you be able to
file that notion?

MR. RANKIN.  Well, we're working on the
applications to anend the unit interval and the pool
boundary, and 1'd like to get those done first because
| see those as being kind of critical.

And then I think I would next work on
the notions to refer, and our position's going to be
that we will ask that only the, you know, cases within
the unit boundary be referred.

And we'll make a case for why the
ot hers should be stayed at the division. So that's
what we likely will be doing. | guess | need to sort

of figure out ny timng, but, you know, of course, if
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you send ne a deadline, then | will do ny best to
stick to it.

But | think, you know, with the
hol i days, | don't know, maybe -- is the second week of
January too late? | think that's reasonable given
everything that's going on in the world -- sone tine.

THE HEARI NG EXAM NER:  Ckay. Now, | et
me | ook at this froma different angle.

Ms. Hardy, are you willing to file the
initial nmotion to refer and to make your argunent on
why it all should be, you know, including the six
cases that you filed outside the unit, why that should
be heard by the conm ssion?

Are you in a position to file that
noti on?

MS. HARDY: Well, M. Exam ner, as
Ms. Shaheen nentioned, we haven't conferred with our
client about the position on referral to the
conmi ssi on.

So | need to do that to find out
whet her they agree with that approach. That's why I
had envi sioned ranking and filing a notion to --

THE HEARI NG EXAM NER: -- Ms. Hardy,
| "' m confused because a nmonent ago, you told ne that

time 1s of the essence.
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M5. HARDY: It is, M. Exam ner, but |
still feel like | need to confer with ny client.

THE HEARI NG EXAM NER: |'m not argui ng
about --

M5. HARDY: Yeah.

THE HEARI NG EXAM NER: -- conferring
with your client at all. Obviously, that's something
you need to do.

But you did say that your client is
concerned about, you know, the interruption of the
secondary recovery by saltwater injection both within
the unit and right outside the unit.

MS. HARDY: Yes.

THE HEARI NG EXAM NER: Havi ng t hese
| ssues go to the comm ssion w thout having to go
t hrough an entire process at the division, which wll
t ake nont hs, nonths, and nonths to do, would seemto
be in the benefit to your client.

So let's say that your client is in
favor of the referral. Wuld you be at a -- would you
prefer to file the notion and et M. Rankin file a
response to your notion?

MS. HARDY: Sure.

THE HEARI NG EXAM NER: Okay, all right.

When woul d you be -- what is a reasonabl e deadline for
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your notion?

MS. HARDY: Looking at the cal endar
here, | woul d expect that we could get a notion fil ed,
assum ng Enpire agrees to go that route, by the end of
next week.

THE HEARI NG EXAM NER: Ckay, that's
fine with ne.

M5. HARDY: The 29th.

THE HEARI NG EXAM NER: That's fine with
me, and then, M. Rankin, | know that you are busy
with other applications that you just nentioned.

But if they're able to file their
nmotion by the 29th, would the 5th of January give you
enough tinme to respond to it?

MR. RANKIN. No. No. There's no way,
sorry. | mean, the applications are due. W got
hearings set. There's no way --

THE HEARI NG EXAM NER:  Ckay.

MR. RANKIN. | nean, there's just --
| " m al ready, you know, working over ten hours a day --

THE HEARI NG EXAM NER: So you're saying
then that the 12th of January is a deadline for you.

MR. RANKIN:. Let nme just see, the next
hearing --

THE HEARI NG EXAM NER: The next heari ng
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Is the 4th.

MR. RANKIN: The 4th, the 19th, you
know, | would love if | could have until that Friday,
M. Exam ner, to the 15th.

That would just give ne the cushion to

make sure | have, you know -- there's a significant
burden that | have -- of the division cases --

THE HEARI NG EXAM NER: -- that's the
12th of -- that's the 12th of January --

MR. RANKIN: Yeah. So I'm asking for
t he 15th.

THE HEARI NG EXAM NER: Because you want
to take the weekend, all right, then I'mgoing to give
Ms. Hardy --

MR. RANKIN. OCh, I'msorry. |'msorry.
Thank you, one nonment. Let nme get to the right nonth,
apol ogi ze. Thank you for drawng that to ny
attention.

So you're saying that they would be
filing theirs by the 39th -- by the 29th, which is the
Friday, and that, yeah, | think two weeks -- okay, the
12th fine. | think that would be fine.

THE HEARI NG EXAM NER: Ckay. So,

Ms. Hardy, you're okay with the 29t h.
MS. HARDY: Well, if M. Rankin -- if
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we're going to push out the schedule, I'd rather not
file the 29th. It is the holidays next week.

THE HEARI NG EXAM NER:  Ckay.

M5. HARDY: | was proposing that in the
I nterest of, you know, an expedited process.

THE HEARI NG EXAM NER: | gather that.
Okay. So here's what I'mgoing to do. We'Il split
the difference.

Ms. Hardy, |I'mgoing to give you a
deadline of the 3rd of January. That'll give you an
extra half a week so that you don't feel quite as
rushed, and, M. Rankin, we'll keep your deadline on
the 12th. And there won't be a reply.

There won't be a reply allowed in this
noti on and response, and | will issue an order after
conferring with the director shortly thereafter so
t hat we can nove these off to the conm ssion, whether
t hey be all together or whether they be -- nost of
them and the rest of them stay.

| don't know how that'll play out yet.
It'Il depend on your notion and the response. So are
we done with these cases for today?

MR. RANKIN:. Yeah. If | may just make
one coment, you know, out of professional courtesy,

given the holidays, |I'mhappy if M. Hardy or
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M. Padilla or Ms. Shaheen reach out to ne and ask for
alittle extra tine.

Il will, without hesitation, grant it.
So you know, given the fact that it is the holidays,
you know, two days here or there isn't going to make a
big difference.

So |' m happy, you know, to allow thema
little extra tinme to get their notion conpleted. Just
| want to say that out of the gate.

THE HEARI NG EXAM NER: Ri ght. And you
mean and still keep your response by the 12th.

MR. RANKIN: It depends on how nuch
time they want nore, but | would expect they would
grant the sanme professional courtesy to us as well,
given that they've got, you know, three firms working
on it.

If we need a little extra tine, |I'm
sure they would be willing to oblige.

THE HEARI NG EXAM NER: Okay. But |'m
setting a deadline because | want to nake a deci sion
along with the --

MR. RANKI N:  Under st ood.

THE HEARI NG EXAM NER: So, Ms. Hardy,
and, Ms. Shaheen, and, M. Padilla, you have until the

cl ose of business on the 3rd of January to file your
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not i on.
And, M. Rankin, you have until the
cl ose of business on the 12th to file your response.
All right. That being said, | want to
take a five-m nute break before we nove on to new

cases. Soit's 9:22; w'll be back at 9:27. Thank

you.
(OFf the record.)
THE HEARI NG EXAM NER: Ckay. We're
back. It is 9:27 a.m, and we wll continue with the
heari ng docket. | amcalling Cases 16 through 20 on

the docket. That would be 23177, 23179, 23345, 23327.
| hope | got themall. Appearances, please?

M5. HARDY: M. Exam ner, Dana Hardy,
wi th Hi nkl e Shanor on behalf of Mewbourne GO | Conpany.

THE HEARI NG EXAM NER:  And did | get
the consolidated cases right, or am|l still m ssing
some cases here?

MS. HARDY: | believe it should be
t hrough the case that's listed No. 20 on the docket,
23328. | don't know if you got that one as well.

THE HEARI NG EXAM NER: | don't think I
did. Thank you, 23328 is also being called. Okay.
So thank you, Ms. Hardy.

MS. SHAHEEN: Good norni ng, again,
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Shar on Shaheen, Montgonery & Andrews, on behal f of
Pri de Energy Conpany.

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

MR. FELDEWERT: Good nor ni ng,
M. Exam ner, M chael Feldewert, Santa Fe O fice of
Hol | and & Hart here for MRC Perm an, WMatador
Producti on Conpany, and separately then for XTO
Ener gy, I nc.

THE HEARI NG EXAM NER: Ckay, thank you.
So we're here for a status conference --

MS. RYAN: M. Exam ner? M. Exam ner,
Bet h Ryan, on behalf of COG Operating, thank you.

THE HEARI NG EXAM NER: Thank you,
Ms. Ryan.

MS. BENNETT: Good norni ng,
M. Exam ner, Deana Bennett from Modrall Sperling on
behal f of Marathon O Perm an, LLC.

THE HEARI NG EXAM NER: Ckay. So | have
t hese cases as 23177 through '79, 23345, and 23327 and
'28. So do we have all the parties at this point?

It looks I'ike we do. OCkay. Who wants
to start off with where we're going with these cases?

M5. HARDY: M. Examiner, |'m happy to

start off.
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THE HEARI NG EXAM NER: Great.

M5. HARDY: Mewbourne's applications
conpete with Pride's applications. | know the parties
have been working for sone tinme to try to reach a
resol ution.

| think negotiations are still ongoing,
but at this point, | believe that the division
previously indicated that you would |like to set these
for a contested hearing, given the amount of tine
t hey' ve been on the docket.

And it's ny understanding that Pride
al so has nade that request. Soif that's the -- well,
Ms. Shaheen communicated with nme that that's what they
woul d request.

So if that's the preference, then
t hi nk we woul d propose to have these cases set for
contested hearing in md-February or after --

THE HEARI NG EXAM NER: | have
notes -- Ms. Hardy, | have notes from an October 5th
docket hearing where Pride said that they were ready
to proceed to hearing by affidavit in Cases 23327 and
'28. So, Ms. Shaheen, was that correct?

MS. SHAHEEN: We were hopeful. The
parties, | understand, have actually reached an

agreenent but have been unable to paper it up for sone
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reason.

We're very hopeful that it wll get
papered up soon. W would like to set it for a
contested hearing on February 1st as an incentive to
get, | believe, it's Mewbourne and Marat hon who are
papering up this resol ution.

So we would be prepared to go to a

contested hearing. ldeally, even if it's not
conpl etely papered up, | nmay reach out to counsel and
see whet her Mewbourne and Marathon would be willing to

allow us to go forward by affidavit even if it's not
fully papered up on February 1st.

But if we could set it for a contested
hearing on February 1st, | think it would pronpt the
parties to get the deal done, if you wll.

THE HEARI NG EXAM NER:  So,

M. Fel dewert, are negotiations alnost finished?

MR. FELDEWERT: So | can't speak to
t hat because it doesn't involve either one of ny
clients in this --

THE HEARI NG EXAM NER: -- | thought you
were -- so, Ms. Bennett, then, are you representing --

MS. BENNETT: Yes, | represent
Mar at hon.

THE HEARI NG EXAM NER:  Ckay.
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M5. BENNETT: And | cannot -- | do not
know if they're as close as Ms. Shaheen is saying.
just don't have an answer on that either way.

| do know that they're in discussions,
but | haven't been privy to those discussions and
don't know the status of them

THE HEARI NG EXAM NER: So it sounds to
me |i ke these, one, two, three, four -- these five

cases should be set for a contested hearing in

February, and then if a deal is struck, then we'll go
by affidavit. |Is that right, M. Shaheen?
M5. SHAHEEN:. | think so. W would go

forward as a contested hearing if the deal is not
finalized, and we would go forward by affidavit if it
has been finalized.

THE HEARI NG EXAM NER:  But,
Ms. Shaheen, what |'m confused about is ny notes and
statenents made during the October 5th docket were
related only to '27 and '28 and not to the Mewbourne
applications to proceed by affidavit.

So even if a deal was struck, would the
Mewbour ne application still be contested?

M5. SHAHEEN: No, |'m not sure exactly
whi ch of the Mewbourne applications are conpeting with

Pride's.
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But | think that part of the resol ution
of the issue is that Pride will be operating the east
hal f, and Mewbourne will be operating the west half.

So Mewbourne woul d di sm ss any cases
that it has in the east half, and we woul dn't object
to their operations in their application to operate in
t he west half, so.

And | apologize. | don't know which
nunbers of Mewbourne relate to the east half and the
west half, but Ms. Hardy may be able to help us out
t here.

THE HEARI NG EXAM NER: Ckay. Well
let's find a date. | don't think we can do the
begi nni ng of February, but | think we can do
m d- February.

We don't have a -- we don't have a
prehearing order in place on these cases. Do we?

M5. HARDY: We do not. | believe we
had one at one point, but it was vacated so the
parties could continue their negotiations.

THE HEARI NG EXAM NER: Ckay. So,

Ms. Apodaca, are you willing to conmt to the --
February for a contested hearing? That would be
February 15th if ny calendar is correct.

MS. APODACA: Yes, there's room on that
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docket.

THE HEARI NG EXAM NER: Ckay, good. So
then, we will get you a prehearing order for these
five cases to be heard on the 15th after the reqgularly
schedul ed docket for a contested hearing. |s there
anything left with these cases?

MS. HARDY: Not from Mewbour ne,

M . Exam ner.

MS. SHAHEEN: And not from Pride, thank
you.

THE HEARI NG EXAM NER:  Ckay. So
February 15th, a contested hearing, a prehearing order
wll be issued. Okay. M. Bennett, | would like to
tal k about an email you sent ne. This is as good a
time as any.

This has to do with a whol e bunch of
Franklin Mountain cases. | know those are not on
today's status conference with COG but | think we
have counsel for COG M. Ryan, with us here as well.

So | just wanted to nention that there
wer e supposed to be sone notions to vacate, a
prehearing order filed by parties. W don't have
those yet. MWhat's the status of those?

MS. BENNETT: Thank you, M. Hearing

Exam ner, and, actually, M. Feldewert is representing
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COG in these cases, and he's on.

But also, they're -- and Ms. Hinkle --
| mean, Ms. Hinkle? M. Hardy is on, and she
represents Slash [ph] and Arnstrong Energy [ph] in
t hese cases.

And | don't believe Jordan Kessler's
on, but she represents EOG [ph] in a couple of the
cases, so just for the record.

But 1'm even as we speak, preparing a
proposed notion to vacate the prehearing orders that |
intend to circulate to the counsel | just nentioned
wth the goal of getting that filed today or tonorrow.

And then also |I'"m preparing -- |
coordinated with M. Feldewert yesterday about filing
conti nuances, and we each have a nunber of
conti nuances that we need to file.

And it's my understandi ng, at |east, or
it's aspirational, that we include in our notions for
conti nuance the other case nunbers that will be set
for the status conference as well so that you all have
that in the continuance notions.

So |I've been preparing a form of
continuance notion that | plan to circulate to
M. Fel dewert today and see if we can just each kind

of follow that formso that you have the information
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you need.

So the notion to vacate, the prehearing
orders, and the continuances should be filed in short
or der.

THE HEARI NG EXAM NER: COkay. So then
t hese cases, and |'m speaki ng of Cases 23841, '42,

"43, '44, '45, 23852, 24032 through '35, 23987, ' 88,
23980 t hrough '8.

So all these cases, many of them are
set for a contested hearing on January 4th. That's
why |'m aski ng about this notion to vacate the
prehearing order that is in place now.

And you are representing that your
notion is going to set all of these cases for a status
conference on February 1st.

MS. BENNETT: Yes.

THE HEARI NG EXAM NER: And what el se
are you asking? What else will you be asking for in
your notion?

MS. BENNETT: The notion will be to
vacate the prehearing orders and set the cases for
status conference on February 1st. Those are the only
two things.

THE HEARI NG EXAM NER: Okay. And since

" mgoing to be out next week on vacation, | think
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Ms. Apodaca will be able to, as long as these are
filed along with the -- she can adm nistratively nove
those to the February 1st docket.

And we will -- 1 don't know. Do |I need
to issue an order vacating the prehearing order?

MS. BENNETT: Yes.

THE HEARI NG EXAM NER: | do.

M5. BENNETT: | can prepare a proposed
nmotion --

THE HEARI NG EXAM NER:  That'd be great.
Thank you.

M5. BENNETT: -- vacating the
prehearing order, and | can prepare a proposed
prehearing order setting all these cases for a status
conference on February 1st, if you think --

THE HEARI NG EXAM NER:  So if |'m
vacating a prehearing order and then reissuing a
prehearing order, | don't know that that's necessary.
ls it?

MS. BENNETT: Okay, good question. |'m
not sure if that's necessary either.

| suppose as long as we all know t hat
t hese cases are consolidated for purposes of the
status conference on February 1st, then there's

per haps not hing nore needed to do on your end.
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THE HEARI NG EXAM NER: G eat. 11
just grant the notion and vacate the prehearing order.

And then after the February 1st status
conference, we can issue an anended prehearing order
at that tine, depending on how we're noving forward.
Is there any objection to that, to taking that route?

MR. FELDEWERT: No, so it sounds |ike
we do need to file continuances for each of our
respective --

THE HEARI NG EXAM NER:  Yes.

MR. FELDEWERT: Okay, got it.

THE HEARI NG EXAM NER: O el se Sheila
won't be able to nove them

MR. FELDEWERT: Got it. Ckay.

THE HEARI NG EXAM NER:  Ckay. OCkay. |Is
there anything left? Okay. Wll, that was not on the
docket, but | needed to deal with that because we have
January 4th com ng up.

And | won't be here next week. So
t hank you for indulging me on that. Okay. So --

M5. BENNETT: -- got it, thank you.

THE HEARI NG EXAM NER: Ckay. So |
think we dealt with all the cases up until Case No. 21
on the docket, which is 23959, COG Operating. W're

here for a status conference, | think.
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M5. HARDY: M. Exam ner, that's
correct, Dana Hardy wth Hi nkle Shanor on behal f of
COG Oper ati ng.

THE HEARI NG EXAM NER: Ckay. \What are
we doing with this case?

M5. HARDY: M. Exam ner, | believe
M. Fel dewert is appearing.

MR. FELDEWERT: Yes, |'m appearing for
XTO Energy, Inc.

THE HEARI NG EXAM NER: And you obj ect ed
to affidavit. |Is that right?

MR. FELDEWERT: Yes, sir.

THE HEARI NG EXAM NER: Okay, very good.
Where are we going with this case, Ms. Hardy?

MS. HARDY: M. Exam ner, COG woul d
like to have this case set for a contested hearing as
soon as possible. They have been negotiating with XTO
since Septenber 1st when they sent their well
proposal s [ ph].

It's COG s view that the parties are
very close to an agreenent, and there's no reason to
delay. And at this point, XTO has not brought
conpeting applications.

So this should be a short hearing, and

we'd like it to be set as soon as possible. | don't
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think additional time is required. COG s ready to
commence drilling these wells.

In fact, other related wells have
al ready been heard, other related pooling cases. So
that's where COG s comng from

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

MR. FELDEVWERT: | think Ms. Hardy's
right. They're close to an agreenent which would

avoid the filing of conpeting well proposals, so.

But, you know, if they need -- if they
feel like they need to set it for a contested hearing,
| understand that. | don't think they're -- there's

an i mmedi at e deadl i ne.

My understanding is they're going to be
drilling in May. So we have tine. So | don't know
what your docket |ooks |ike, you know, whether it's
February, March.

THE HEARI NG EXAM NER: Ms. Apodaca, do
we have room on the February 15th docket?

MS. APODACA: We do.

THE HEARI NG EXAM NER: Ckay. W'l
| ssue a prehearing order setting this case for a
contested hearing February 15t h.

MS. HARDY: M. Examner, is there any
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possibility of February 1st?

THE HEARI NG EXAM NER: | don't know.
Ms. Apodaca?

M5. APODACA: There's room on
February 1st, al so.

THE HEARI NG EXAM NER: There is room
t here.

MS. APODACA: So far, there is.

THE HEARI NG EXAM NER: M. Fel dewert,
woul d you be ready for a February 1st contested
heari ng?

MR. FELDEWERT: I f we have to, yes.

THE HEARI NG EXAM NER: Ms. Hardy, does
that give you enough tinme to conplete your
negoti ati ons?

MS. HARDY: Yes. It woul d,

M. Exam ner.

THE HEARI NG EXAM NER:  All right.

We'll set it for February 1st. So, Ms. Apodaca, would
you issue a prehearing order for February 1st?
MS. APODACA: Yes.

THE HEARI NG EXAM NER: | s there
anything left for these cases?

MS. HARDY: Not from COG.

MR. FELDEVERT: No.
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THE HEARI NG EXAM NER:  Okay, very good.
We're going to nove on to the first hearing. This is
Mewbourne O |'s application. It |ooks |ike for an
anendnent to an order. M. Bruce, are you with us?

MR. BRUCE: Yes, sir.

THE HEARI NG EXAM NER: Okay, very good.
|"mcalling Case No. 23688. | think that case stands
al one. Does it not?

MR. BRUCE: Yes.

THE HEARI NG EXAM NER: Okay, very good.
And then, do we have other party appearances?

MR. RANKI N: M. Exam ner, Adam Ranki n,
appearing on behalf of Col gate and Perm an Resources
in this case.

THE HEARI NG EXAM NER:  Ckay, thank you.

MR. SAVAGE: M. Hearing Exam ner, good
norni ng, Darin Savage with Abadie & Schill on behalf
of Ci marex Energy Conpany.

THE HEARI NG EXAM NER:  Ci mar ex, okay,
very good. Do we have anyone else? M. Bruce?

MR. BRUCE: Yes, M. Examner. This is
a conpul sory pooling application.

Upfront, | would note that, at one
point, there was a -- the application actually sought

to vacate an order that covered part of this well unit
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t hat had been obtai ned by Perm an and Col gate.

But the parties have cone to a
resolution on that, and | believe that particul ar
order has -- or case has been dism ssed. It was up at
the comm ssion | evel.

And then, Cimarex had sonme matters that
conflicted with the Perm an application also, and |
think all those kind of went the way of the dinosaur.
And so this matter should be unopposed.

THE HEARI NG EXAM NER: | s that correct,
M. Savage, and, M. Rankin? |s it unopposed?

MR. RANKIN: That is correct. Thank
you.

MR. SAVAGE: Correct, M. Examner. W
have filed -- I'"'mnot sure if the order's been entered
yet, but we did file a stipulated notice of dism ssal
of the pooling case that M. Bruce has referred to,
so. This pooling case ought to be able to proceed
uni npeded.

THE HEARI NG EXAM NER: Okay. So let ne
| ook at the case file. So let's see what we have
here.

Do you have -- yes, notice of
wi t hdrawal of objection from M. Rankin, | don't know.

M. Savage, did you also file a notice of wthdrawal
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of objection?

MR. SAVAGE: | don't renenber objecting
to this.
THE HEARI NG EXAM NER: Ch, okay. Ckay.
MR. SAVAGE: But | can certainly
doubl e-check that, and I'll be glad to file anything I

need to file to get this to go forward.

THE HEARI NG EXAM NER: | don't

know

t hat you do. So you're saying you never objected.

MR. SAVAGE: | don't believe so,

M. Hearing Exam ner, but if we could, let's
And |I'I11 verify that.
THE HEARI NG EXAM NER:  Sounds

pr oceed.

good.

M. Bruce, |I'm seeing you have Exhibits 1 through 7,

with sort of a |ight green color page.

And then you al so have Part 1

-- or

light blue, Part 1 of 2 is light blue, 1 through 7 --

VR. BRUCE: -- M. Exam ner, t

here are

seven exhibits total for this case. The bl ue one is

Part 1 of 2 that contains Exhibits 1, 2, and
THE HEARI NG EXAM NER: Ckay.

3.

MR. BRUCE. And then the green-covered

one is Part 2 of 2 with Exhibits 4 through 7.

THE HEARI NG EXAM NER.  Very good, okay.

Why don't you proceed?
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MR. BRUCE: M. Examner, in this case,
Mewbour ne seeks to pool the north half, north half of
Sections 3 and 4 in Township 20 South, Range 29 East,
for purposes of drilling a third Bone Spring well at
Judge 3/4 B3AD at Town Wall No. 1H.

Exhibit 1 is the Pooling Checkli st.
Exhibit 2 is the Landman's Affidavit containing the
usual exhibits, and I won't go through them quickly.

(Exhibit 1 and Exhibit 2 were marked

for identification.)

Just if anybody has any questions, it
contains all the usual requests and all the usual
data. Exhibit 3 is the Geologist's Affidavit, and it
contains a structure map, cross section.

(Exhibit 3 was marked for

i dentification.)

And it does show that the other Bone
Spring wells out here are all -- so it is a proper
orientation for the well.

Exhibit 4 is nmy Affidavit of Notice
wth the letters and return receipts, Exhibit 5, the
Certified Notice Spreadsheet, 6, the Affidavit of
Publication, and then finally, Exhibit 7, is the
Application and Proposed Notice.

Il
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(Exhibit 4 through Exhibit 7 were

mar ked for identification.)

The order that Mewbourne originally
sought to vacate is R-21575, for your notes, but with
that, | think all the exhibits are conplete and notice
I's conpl ete.

And | woul d nove the adm ssion of
Exhibits 1 through 7, plus the subparts of Exhibits 2,
3, and 4, and ask that the matter be taken under
advi senment .

THE HEARI NG EXAM NER:  Thank you,

M. Bruce. Are there any objections to exhibits being
taken into evidence?

MR. RANKIN: No objection.

THE HEARI NG EXAM NER:  Thank you,

M. Rankin. Not hearing any objections, Exhibits 1, 2
and its subparts, 3 and its subparts, 4, 4A, 5, 6, and
7, are admtted into evidence. M. Garcia?

(Exhibit 1 through Exhibit 7 were

recei ved into evidence.)

MR. GARCIA: M. Bruce, the other three
dredge [ph] wells that are to the south, those orders
have al ready been issued.

MR. BRUCE: Yes, sir. | don't have the

nunbers in front of me, but --
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VR. GARCI A: | see --

MR. BRUCE: -- okay.

MR. GARCIA: | just wanted to make sure
that those orders correlated to -- those order nunbers
correlated to the other spacing units, | guess.

MR. BRUCE: Correct.

MR. GARCIA: And then, |'m assum ng
because, M. Rankin, you are here on behalf of
Col gate, you have no objection to vacating Colgate's
or der.

MR. RANKIN: Correct, M. Exam ner. W
filed a notice of stipulated dism ssal in that case.
|"mjust going to pull it up here.

It was either -- everything's a blur to
me these days, but | believe that we filed it and
served, actually, as it turns out, this week, | think.

And it seeks to dism ss or stipulates a
di sm ssal of Order No. R-21575.

MR. GARCIA: Ckay. | think that's al
my questions. Thank you, M. --

THE HEARI NG EXAM NER: M. Garci a,
okay. You're done with your questions. M. Rankin,
don't see that notion or that notice. What did you
title it?

MR. RANKI N: It's in a different case
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file, M. Examner. |[It's an overlapping case. So you
woul dn't see it in M. -- case. Okay? It's in a
di fferent overl appi ng case. Yeah.

THE HEARI NG EXAM NER: Ckay. Thank
you. And so, M. Bruce, we'll take this case
advi senent, and we will now nove on to anot her amended
application or application for amendnent, 23795.

MR. BRUCE: Yes, the four cases should
be -- together here.

THE HEARI NG EXAM NER: Oh, because
you're just presenting Affidavits of Publication from
anot her heari ng.

MR. BRUCE: That is correct.

THE HEARI NG EXAM NER: -- thank you,
sir. So I'mcalling 23795, '96, '97, and '98. Thank
you, M. Bruce. Do we have any other counsel present
besi des yourself for these cases?

MR. BRUCE: No, we do not.

THE HEARI NG EXAM NER:  Okay.

M. Bruce, we're here to get sonme additional
I nformation from you.

MR. BRUCE: This will be very brief. |
have only two things. | filed -- this was heard back
i n md-Novenber, or maybe it was -- or, yeah, that is

correct. And | nessed up one of the Publication
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Not i ces.

So | asked that it be continued to this
date, and so attached are exhibits, submtted as
Exhi bits 6A and 6B are the Affidavits and Publication
fromthe Carl sbad newspaper and the Hobbs newspaper.

(Exhibit 6A and Exhibit 6B were marked

for identification.)

There are two affidavits because part
of the lands are in Eddy County, and part of the |ands
are in Lea County.

And with that, notice is conplete, and
|"d ask that Exhibit 6A and 6B be admtted into the
record, and the matter be taken --

THE HEARI NG EXAM NER: -- okay.

M. Bruce, I'mlooking for the exhibits you filed. So
help nme find what you're tal king about.

MR. BRUCE: They have orange covers on
them | filed one in each case file.

THE HEARI NG EXAM NER: Hold on a

second. Let me find it, 23795, okay, '795. | ' m goi ng
to look at 23795 as an exanple. Okay. | do see an
orange, and, M. Garcia, |'msure you see it as well.

And | do see 6A and 6B. M. G@arci a,
have you had a chance to | ook at these exhibits?

MR. GARCI A: | have.
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THE HEARI NG EXAM NER: Any questions on
t hese exhi bits?

MR. GARCI A: Yeah. | just have one
question, M. Bruce. On Cases 23795 and '796, it
| ooks |ike you guys are trying to additionally pool a
Riverhill [ph] conpany, Riverhill Energy
Cor poration [ph].

MR. BRUCE: Yeah. There were two --
yeah, there were two entities that -- | don't have
that right in front of me right now, but they received

actual notice.

So Riverhill [ph] -- actual notice, and
that's in the file that -- the filing that was done in
Oct ober.

MR. GARCI A: Ckay. | was just |ooking
because -- okay, because you guys started talking with

themon 4/24. W heard this case on 4/20. So
you -- tine.

MR. BRUCE: Correct. | think that's
right. Yeah.

MR. GARCI A: Ckay. Wien | first saw
that date, it | ooked |like you guys had conmmuni cat ed
prior to the order being issued, which is true, but it
| ooked |i ke you m ssed the hearing by four days, |

guess.
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So | guess my question is, since you
guys started talking right after hearing but before
order was issued, how -- to let us know about it?

MR. BRUCE: Now, excuse nme. Agai n,
what was that?

MR. GARCI A: The original case was
heard on April 20th. You guys started having
communi cation with Riverhill [ph] on April 24th. W
didn't issue an order until |ike My.

So | guess I'mjust curious on why it's
been so long since -- we were still reviewing the case
when you started communicating to them so. | guess
in the future --

MR. BRUCE: | see. | see what you're
saying. Yeah. W filed the case, and then we fil ed
an amendnent to add additional parties. And that's
these four cases. There was sonething heard in the
spring, and then these cane up |ater.

MR. GARCI A: Ckay, yeah. | have no
ot her questions for now other than if, in the future,
we can consolidate some of the exhibit packets --

MR. BRUCE: -- okay, wll do.

THE HEARI NG EXAM NER: All right. And,

M. Bruce, |I'mlooking through each of the four cases,
and | do find the notice of filing an additi onal
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docunent. So | amgoing to receive into evidence
Exhibits 6A and 6B in Case Nos. 23798, 23797, 23796,
and 23795.

(Exhi bit 6A and Exhibit 6B were

recei ved into evidence.)

s there anything left for us to do,
M. Bruce?

MR. BRUCE:. The only thing is | would
wi sh Merry Christmas to you and the division personnel
and all ny friend attorneys still listening in. Have
a good weekend.

THE HEARI NG EXAM NER:  Merry Chri st mas
to you, too, and these four cases will be taken under
advi sement .

MR. BRUCE: Thanks.

THE HEARI NG EXAM NER:  You' re wel cone.
| am calling Case No. 27 on the docket. That is
23953. It is a Mewbourne Ol case.

MR. FELDEWERT: Good norni ng,

M. Exam ner, M chael Feldewert, Santa Fe O fice of
Hol l and & Hart, and here on behalf of the applicant.

THE HEARI NG EXAM NER: Are we
proceedi ng by hearing by affidavit?

MR. FELDEWERT: Yes, sir, by
Sel f-Affirmed Statenent.
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THE HEARI NG EXAM NER: By a
Self-Affirm ng Statenent, okay. So please, proceed.

MR. FELDEWERT: Sure. So you'll see
fromthe filings in this particular case Mewbourne
seeks an order approving what they call a "Cousin
Eddy [ph] Federal Unit," which consists of
approximately 9,612 acres of state and federal | ands,
sone of which are situated in Eddy County and sone of
which are situated in Lea County.

This is a purely voluntary unit for
pur poses of primary devel opnent of this acreage, and
under the unit agreenment, they will forma unit that
w |l cover all depths below the top of the Bone Spring
formation, with the initial devel opnent targets being
various intervals within the Bone Spring formation and
the Wbl fcanp formation.

You'll see that our exhibit package
i ncl udes the application, and then it includes an
Exhibit A which is the statement, Self-Affirnmed
St at enent, of Mewbourne's Landman in this matter, who
has attached to the statenent the proposed unit
agreenent which has been, as she testified, given
prelim nary approval by both the Bureau of Land
Managenent and the State Land O fice.

/1
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(Exhibit A was marked for

i dentification.)

She's al so attached them as
Exhi bits A2, the Approval Letters fromboth the State
Land Office -- Prelimnary Approval Letters from both
the State Land Office and the BLM Bureau of Land
Managenent; that's Exhibits A2 and A3.

(Exhi bit A2 and Exhi bit A3 were marked

for identification.)

And then Exhibit A4 is a list of the
Uncommitted Working Interest Owmers. We gave them
notice of this hearing since they're not commtted
yet, but they anticipate conmtnment fromthese parties
eventual |l y.

(Exhibit A4 was marked for

i dentification.)

Exhibit B, then, if the Geology -- or
Statenment fromthe CGeol ogi st who has provided you the
structure map for both the Bone Spring and the
VWl f canp formations, which are the initial primary
targets, and you'll see that within each of these
maps, he's outlined with a red dash the proposed unit
ar ea.

(Exhibit B was marked for

I dentification.)
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And just so you know, the brown wells
that you see in there are Delaware wells. They're not
Bone Spring or Wol fcanp wells.

Exhibit B3, it contains Stratigraphic
Cross Sections that he has put together fromA-A Prinme
for the intervals, and then they include not only A-A
Pri me but another one for B-B Prime and then anot her
one fromC-C Prine. So he's actually provided you
three structural cross sections.

(Exhibit B3 was marked for

i dentification.)

And then finally, Exhibit Cis the
affidavit fromny office indicating that notice was
provided by certified mail to the, at that tine, it
was the uncommtted working interest owners.

(Exhibit C was marked for

I dentification.)

You'll see that the list is |larger and
I ncl udes nore parties than the two remai ni ng ones,
whi ch are OXY and MRC Hat [ph] that have not commtted
yet but they received actual notice.

And any ot her key interest owners that
you see on there, at this point, have al ready
committed to the unit.

We have an Exhibit Din there, which is
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the Affidavits of Publication for both Eddy County and
Lea County. They were published on different dates in
November, which is why we continued this matter to
NOW.

(Exhibit D was marked for

I dentification.)

But you'll see that those are really
not needed because the two remai ni ng working interest
owners we identified, OXY and MRC [ph], received
actual notice, and they're the only two remaining
wor ki ng interest owners that are not commtted.

So with that, we would npve the
adm ssion of Exhibits A, B, C, and D, and we ask that
this application for the voluntary unit be taken under
advi senment by the division.

THE HEARI NG EXAM NER:  Ckay. Thank
you, M. Fel dewert. Exhi bits A, subparts, B
subparts, C, and D are all admtted into evidence.

(Exhibit A through Exhibit D were

recei ved into evidence.)

M. Garcia, any questions?

MR. GARCIA: | have a question. It
m ght be a personal |earning question, M. Feldewert.
The unit's typically voluntary, as you said.

When you have uncommtted interests, do
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you just keep negotiating with them or do you
eventual |y have to compul sory pool themor --

MR. FELDEWERT: No. As M. Chakalian
knows, we had a discussion about statutory units at
the | ast docket, and that is the only nechani sm
avai lable to force parties into a unit.

And those statutory units are limted
to units per secondary recovery, you know. You can't
use it for primary recovery |like we have here.

VWhat happens is if, for whatever
reason, the working interest owners don't commt to
the unit, then you have what you call "wi ndows" within
the unit that are not comm tted.

MR. GARCI A: kay --

MR. FELDEWERT: And those wi ndows then
are devel oped on a spacing unit basis as they're
devel oped with the uncomm tted working interest owner
receiving its share based on the spacing unit, and the
remai ni ng acreage that would be conmtted to the unit
t hat woul d be shared on a unit basis.

MR. GARCI A: Ckay. Yeah, | guess it
just caught nme off guard when | saw "unopposed”
because | al ways thought they were commtted --

MR. FELDEWERT: Yeah. No, you can't

force themin. So you know, it's voluntary --
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MR. GARCIA: -- with that, and it makes
sense. | guess, | just ask, if somehow negoti ations

break down and they don't conmmt, you know, would you

just give us an update, | guess, on this, or, |
guess -- I'mnot sure how that would affect our order.
But - -

MR. FELDEWERT: Yeah. | think your

order requires the subm ssion of a final approval

| etter and the unit agreenent with the signatory
parties, so at least traditionally, it has. So you
woul d have that.

MR. GARCI A: Okay.

MR. FELDEWERT: | mean, but ny
understanding is there going to commt. They just
haven't done it yet.

MR. GARCI A: Yeah. | was just curious
because it caught nme off guard because |'mused to
units comng through, everyone's onboard.

MR. FELDEWERT: Yeah, yeah. And, you
know, and | do want to say with one caveat.

| mean, you have to denonstrate to the
BLM and the State Land Office that you have sufficient
wor king interest control to effectively conduct unit
oper ati ons.

So you know, you do pay attention to
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the uncommtted interests, but here, they got
sufficient interests for the BLM and the State Land
Office to proceed with unit operations even if these
two working interest owners don't voluntarily commit.
MR. GARCI A: Yeah, yeah. Thank you,
t hough.
MR. FELDEWVERT: Yeah.
THE HEARI NG EXAM NER: Does t hat
concl ude your presentation for this case,
M. Fel dewert?
MR. FELDEWERT: Yes, sir.
THE HEARI NG EXAM NER:  Okay.
M. Garcia doesn't have any other questions, neither
dol. So this case will be taken under advi senment.
We're now going to call 24005.
M. Feldewert, is this your case?
M5. MCLEAN: Hi. This is --
MR. FELDEWERT: No.
MS. MCLEAN: Hi, Jackie MLean from
Hi nkl e Shanor on behalf of Perm an Resources.

THE HEARI NG EXAM NER: Good nor ni ng,

Ms. MclLean.
MS. MCLEAN: Good nor ni ng.
MR. FELDEWERT: Good norni ng,
M. Examiner. | amon this case in the sense that |
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am appearing for -- |'ve appeared for MRC Perm an
Conpany.

" mal so going to appear for MRC
Del aware Resources, LLC, which is the entity listed by
the applicant in their exhibits.

And | think the only thing | would
poi nt out, Ms. MLean, is that | understand fromthe
representation that MRC Del aware Resources does not
have a working interest and that it has a record title
I nterest and then an overri de.

So we appreciate receiving that
I nformati on, and we have no objection to this matter
proceedi ng by affidavit.

THE HEARI NG EXAM NER:  Ckay.

Ms. McLean?

MS. MCLEAN. Thank you. And | also
just wanted to nention that we had intended to present
24005 and 24006 together this norning.

THE HEARI NG EXAM NER: Yes, please,
proceed.

M5. MCLEAN: Thank you. In Case
Nos. 24005 and 24006, Perm an Resources is seeking to
pool all unconmmitted interest in the Bone Spring
formation in the south half of Sections 8 and 9,

Townshi p 19 South, Range 28 East, in Eddy County.
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And nore specifically, Case No. 24005
concerns pooling all uncommtted interests in the Bone
Spring formati on underlying a 320-acre, nore or |ess
standard hori zontal spacing unit conprised of the
north half, south half of Sections 8 and 9.

And that unit would be dedicated to the
Kl ondi ke 9 State Com No. 123H and No. 133H Walls.

And then, in Case No. 24006, Perm an
Resources' application seeks to pool all uncommtted
interests in the Bone Spring formation underlying a
320-acre, nmore or |less standard horizontal spacing
unit conprised of the south half, south half of
Sections 8 and 9, Township 19 South, Range 28 East.

And that unit would be dedicated to the
Kl ondi ke 9 State Com No. 124H and No. 134H Walls.

The exhi bit packets that were submtted
to the division for Case Nos. 24005 and 24006 contain
Exhi bit A the Land Professional Testinony of Mrk
Haddock.

(Exhibit A was marked for

I dentification.)

M . Haddock has testified previously
and is an expert in petroleum|and matters. And
attached to his testinony are the standard | and

exhi bits, plat of tracts, owner interests, pooled
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parties, well proposal letters, and AFEs, and a
sunmary of conmuni cati ons.

We have Exhibit B, Geology Testinony of
Chri st opher Canton, who has al so previously testified
before the division as an expert in petrol eum geol ogy.

(Exhibit B was marked for

i dentification.)

And M. Canton's geol ogy exhibits
I ncl ude a regional |ocator map, cross section nmap,
Bone Spring subsea structure [ph] maps, stratigraphic
cross section, and a gun barrel [ph] devel opnment plan.

Finally, we have Exhibit C, which is
Notice Testinony and rel ated exhibits, that show when
the notice letter was sent to the parties to be
pool ed, copies of all the certified mail green cards,
and white slip returns, and an Affidavit of
Publ i cation that shows we tinely published notice on
Novenmber 21, 2023.

(Exhibit C was marked for

i dentification.)

And |''m happy to answer any questions
and ask that Exhibits A, B, and C be admtted into the
record in Case Nos. 24005 and 24006 and that these
cases be taken under advi senent.

THE HEARI NG EXAM NER: Let's start with
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24005, Ms. McLean. Are there any objections to these

exhi bits?

Exhi bits A,

evi dence. M. Garcia?

guesti ons.

let's go to

under advisenent. Now, let's go to 24006, and that

takes nme a nonent to get to, so.

Exhi bits A,

M. Fel dewert?

C, and their
M. Garci a,

MR, FELDEWERT: No, sir.
THE HEARI NG EXAM NER:  Ckay.

B, C, and their subparts are admtted into

(Exhibit A Exhibit B, and Exhibit C
were received into evidence.)

MR. GARCIA: | don't have any

THE HEARI NG EXAM NER:  Okay. Now,

--all right. This case will be taken

Okay. Now, Ms. McLean, we have

B, C, and subparts. Any objections,

MR. FELDEWERT: No, sir.

THE HEARI NG EXAM NER:  Exhibits A, B,
subparts are admtted into evidence.
any questions?

(Exhibit A Exhibit B, and Exhibit C

were received into evidence.)

MR. GARCI A: No questi ons.

THE HEARI NG EXAM NER:  Ckay.

Page 92

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



© 00 N oo o b~ wWw N

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

Ms. McLean, both cases w |l be taken under advisenent.
Thank you for your presentation.

M5. MCLEAN. Thank you, M. Hearing
Exam ner.

MR. FELDEWERT: M. Chakali an,

M. Garcia, and, Ms. Apodaca, |'m done for the day.
|"mgoing to wish you a Merry Christmas -- enjoy the
time off.

THE HEARI NG EXAM NER: Merry Chri st nmas.

MR. FELDEVWERT: We'll nmake sure we --
we'll make sure we file a bunch of notions for you
next week, M. Chakali an.

THE HEARI NG EXAM NER: Appreciate it,
and finally, we are calling Case No. 30 on the docket.
It is Case 24030.

MS. VANCE: That's correct. Good
norni ng, M. Hearing Exam ner, Paula Vance with the

Santa Fe Office of Holland & Hart on behal f of the

appl i cant.

THE HEARI NG EXAM NER: Good nor ni ng,
and | think you're proceeding by affidavit. [Is that
correct?

M5. VANCE: That's correct. |'m not
sure if you want me to go ahead and start.

THE HEARI NG EXAM NER: | do, yes.
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M5. VANCE: So | previously presented
this case at the last hearing, and in this instance,
we were just here because | needed to continue the
case to perfect the Notice of Publication.

Unfortunately, the newspaper was unabl e
to publish in tine to neet the ten business days, and
so we have net that tine frame now.

We have perfected the notice
requi rement, and since | already presented it at the
| ast hearing, | would just ask that this case be taken
under advisenent at this tine.

THE HEARI NG EXAM NER:  So |' m | ooki ng
at your exhibits that were filed for the hearing two
weeks ago. Which exhibit are you tal king about?

M5. VANCE: It is Exhibit F; it is the
very | ast page.

THE HEARI NG EXAM NER:  Ckay. Let ne
get toit, and, M. Garcia, | didn't know if you've
had a chance to | ook at Exhibit F.

MR. GARCIA: | don't renenber what F
s, so let ne go there real quick.

THE HEARI NG EXAM NER: Ms. Vance, what
page nunber of the PDF would that be?

MS. VANCE: | believe it should be the
| ast page, Page 23.
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THE HEARI NG EXAM NER: Ckay, the
Affidavit of Publication --

MS. VANCE: That's correct.

THE HEARI NG EXAM NER: |' m | ooki ng
for -- there it is. So it's in the bottomright
corner where it says "Exhibit No. F." OCkay. So,
Ms. Vance, would you denonstrate here why this was not
sufficient on Decenber 7th and why it is now?

M5. VANCE: So | believe we were, if
"' m doing ny dates correctly, we presented at the
Decenmber 7th, and this publication was for
Novenber 24th. And we were required to publish by
November 22nd if nenory serves ne right.

And so we just needed to allow that
time to | apse to neet that ten-day business tine
frame.

THE HEARI NG EXAM NER: M. Garci a?

MR. GARCIA: |'m okay with the
notice --

THE HEARI NG EXAM NER: Are there any
ot her questions on this case?

MR. GARCI A: Yeah. | guess |I'mjust
confused on why your contract -- pool depth from nost
of the Bone Springs to 300 feet now.

M5. VANCE: Sure, |'m happy to explain.
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| gave a brief summary of it at the initial hearing on
Decenmber 7th. Essentially, we previously pooled in a
different case, which was fromthe top of the Bone
Spring to, | believe, it was the entire Bone Spring in
a different case.

And then, in the |ast hearing, |
presented a case in which we pooled a 2-mle well
over |l appi ng that previous case that we had an order
for, and so the case | presented in conjunction wth
this case at the Decenber 7th hearing was just for the
first Bone Spring.

And so in this case -- or in that
previ ous case, what we wanted to do was just pool the
second Bone Spring. Essentially, it's just separating
out the two spacing units.

| probably butchered trying to explain
that, but just for clarity, we have pooled a 2-mle
well in the first Bone Spring.

And that she be Case 24029, which I
presented at the Decenber 7th hearing, and then this
case is to contract the vertical extent that was
pooled in a different case, which was originally
Case 23395.

And in that case, it was a 2 1/2-mle

Bone Spring well, and so essentially, these will be a
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1-mle well in the first Bone Spring and then a

2 1/2-mle well in the second Bone Spring w

havi ng overl ap, just pooling the different targets for

t hose spacing units.

MR. GARCI A: (Okay, so. Yeah, | see
what you're saying. |It's just, | guess, different,
so.

MS. VANCE: Yes.

MR. GARCIA: Ckay. That's all ny
guesti ons.

THE HEARI NG EXAM NER: Ms. Vance, part

of the problemhere is that we don't have the

transcript from Decenber 7th. That's why |

to go back over that again.

And, Ms. Apodaca, do we nornmally have

the transcript two weeks | ater posted?

M5. APODACA: Typically, | think they

have two weeks to get it to us, and earlier

| was talking with the court reporter. They had

guestions on nanes of w tnesses and stuff.
So | think we should be getti
soon.

THE HEARI NG EXAM NER:  Ckay.

that transcript is posted to every case that was heard

at that tine.

t hout

asked you

this week,

ng it

And t hen
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MS. APODACA: Yes.

THE HEARI NG EXAM NER:  Ckay. Ckay.

Ms. Vance, there's no nore questions, and you've
perfected your notice. So this case will be taken
under advisenment. Merry Christmas to you.

M5. VANCE: Merry Christmas to you.
Thank you, and hopefully, | explained that well. Have
a wonderful afternoon.

THE HEARI NG EXAM NER: Thank you.

Okay. This concludes today's G| Conservation
Di vi si on Hearing Docket, and Merry Christmas to anyone
who is still on.

And | see Ms. Bennett --

MS. BENNETT: -- everybody.

THE HEARI NG EXAM NER: Ms. Bennett, did
you have sonething else to -- no, there you go. Okay.
Al right. John, I"mgoing to sign off.

MR. GARCI A: Thank you.

THE HEARI NG EXAM NER: Take care.

MR. GARCI A: You, too.

(Wher eupon, the neeting concluded at

10: 17 a. m)
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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 ne and thereafter reduced
to typewiting by a qualified transcriptionist; that
said digital audio recording of said proceedings are a
true and accurate record to the best of nmy know edge,
skills, and ability; that | am neither counsel for,
related to, nor enployed by any of the parties to the
action in which this was taken; and, further, that |
amnot a relative or enpl oyee of any counsel or
attorney enployed by the parties hereto, nor
financially or otherwi se interested in the outcone of

this action.

DANA FULTON
Notary Public in and for the

State of M ssouri
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CERTI FI CATE OF TRANSCRI BER

AMY DAMOTH, do hereby certify that this

transcri pt was prepared fromthe digital audio

recordi ng of the foregoing proceeding,

t hat said

transcript is a true and accurate record of the

proceedi ngs to the best

ability; that

| am neither counsel for,

of nmy know edge, skills, and

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

A il

AMY DAMOTH

this action.
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