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

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

Case Nos. 25166, 24963.

DATE: Tuesday, March 4, 2025

Tl ME: 8:58 a. m

BEFORE: Heari ng Exam ner Gregory A. Chakalian
LOCATI ON: Pecos Hall, Wendell Chino Buil ding

1220 South Saint Francis Drive
Santa Fe, NM 87505

REPORTED BY: James Cogswel |

JOB NO.: 7086589
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APPEARANCES

ON BEHALF OF APPLI CANT ALPHA ENERGY PARTNERS 2 LLC AND
PALOVA PERM AN ASSET COVPANY:

DARI N C. SAVAGE, ESQUI RE

Abadie & Schill, P.C

214 Mckenzie Street

Santa Fe, NM 87501

dari n@badi eschill.com

(970) 385-4401

ON BEHALF OF CHI EF CAPI TAL OG 2 LLC, COVENANT HERCULES
LLC, CHRI STI AN CAPSTONE LLC, AND CRUSADER ROYALTI ES
LLC:

KAI TLYN A. LUCK, ESQUI RE

P. O. Box 483

Taos, NM 87571

| uck. kai tl yn@mail.com

(361) 648-1973
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APPEARANCES (Cont'd):

ON BEHALF OF PERM AN RESOURCES OPERATI NG LLC, SARVI S

PERM AN LAND FUND 1 LLC, US ENERGY DEVELOPMENT

CORPORATI ON, AND SARVI S ROCKMONT PERM AN LAND FUND

LLC:

PAULA M VANCE, ESQUI RE

Hol | and & Hart LLP

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

pmvance@ol | andhart.com

(505) 988-4421

ON BEHALF OF MAGNUM HUNTER, A SUBSI DI ARY OF Cl MAREX

ENERGY:

DEANA M BENNETT, ESQUI RE (by vi deoconference)
Modral | Sperling

500 4th Street Northwest, Suite 1000

Al buquer que, NM 87102

deana. bennett @modral |l . com

(505) 848-1800
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APPEARANCES (Cont'd):

ON BEHALF OF AMERI CAN ENERGY RESOURCES LLC:

Al so

PAUL J. KENNEDY, ESQUI RE (by videoconference)
Kennedy Hernandez & Harrison PC

201 12th Street Northwest

Al buguer que, NM 87102
pkennedy@ennedyher nandez. com

(505) 842- 8662

Present:
Dean McCl ure, Technical Exam ner (by
vi deoconf erence)

Warren Anderson (by videoconference)
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PROCEEDI NGS

THE HEARI NG EXAM NER:  Good nor ni ng.
My nane is Gregory Chakalian. |'mthe hearing
exam ner for the Ol Conservation Division. This is a
speci al docket in which we are hearing sone contested
cases. Those case nunbers are 25166 -- let's
see -- 24963, and | believe those are the two cases
we' re hearing this norning.

Entri es of appearance, please?

MR. SAVAGE: Good norning, M. Hearing

Exam ner.
Good norning, Technical Exam ner.
Darin Savage with the Santa Fe Office
of Abadie & Schill, appearing on behalf of Alpha

Energy Partners 2 LLC, the applicant; and al so on
behal f of Pal oma Perm an Asset Conpany -- or Co. LLC.
And that is Al pha' s designated operator, and we have
one witness fromthat entity.

THE HEARI NG EXAM NER:  Thank you.

MS. LUCK: And good norning. Kaitlyn
Luck, here on behalf of Chief Capital OG 2 LLC,
Covenant Hercules LLC, Christian Capstone LLC, and
Crusader Royalties LLC. And that's in Case 25166.

THE HEARI NG EXAM NER: Do you have any

W t nesses?
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M5. LUCK: [|'mnot calling any
W t nesses today, no.

THE HEARI NG EXAM NER:  Are you
noni toring, or are you -- have you objected?

M5. LUCK: Yes, |'ve objected. We have
filed a notion to dismss. | would like to argue that
noti on at the begi nning of this hearing, and proceed
W th cross-exam nations -- questions if the hearing
proceeds at that point.

THE HEARI NG EXAM NER:  Sounds good.
Thank you.

M5. VANCE: Good norning, M. Hearing
Exam ner. Paula Vance with the Santa Fe office of
Hol | and & Hart, on behalf of Perm an Resources
Operating LLC, as well as Sarvis Perm an Land Fund 1
LLC, US Energy Devel opnent Corporation, Sarvis -- and
Sarvis Rocknmont Perm an Land Fund LLC

In Perm an, we are just observing. And
then for the other -- Perm an Resources, we're just
observing, and then for the other parties, we are
supporting the applicant in this case, Al pha, and
t heir operator, Paloma.

THE HEARI NG EXAM NER: Thank you.

Let's deal with sone prelimnary matters first.

MS. BENNETT: Oh. Good nor ni ng,
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M. Exam ner. |'m Deana Bennett here, and -- at
Modrall Sperling on behalf of Magnum Hunter, a
subsi diary of Ci marex Energy.

THE HEARI NG EXAM NER:  And your
position?

MS. BENNETT: We're nonitoring the
cases.

THE HEARI NG EXAM NER: Thank you. Are
there any other entries of appearance?

MR. SAMANI EGO.  Jonat han Sanmni ego,
here on behal f of Anmerican Energy. Has -- M. Paul
Kennedy, is he here today?

THE HEARI NG EXAM NER: No one has
spoken up yet.

MR. SAMANI EGO.  Okay. Then yes,
Samani ego, representative of Anmerican Energy.

THE HEARI NG EXAM NER:  Did you hire
counsel ?

MR. SAMANIEGO | did hire counsel.

THE HEARI NG EXAM NER:  Ckay.

And, Freya, was there an entry of
appearance for M. Kennedy?

MS. TSCHANTZ: There was, and he's on
the |ine.

THE HEARI NG EXAM NER:  Okay.
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M5. TSCHANTZ: He's just nuted.

THE HEARI NG EXAM NER: M. Kennedy, are
you going to enter an appearance?

Okay. We'll proceed w thout himuntil
he enters an appearance. So M. Sanmni ego, your
attorney has not entered an appearance this norning.

MR. SAMANI EGO.  Can | request for a
conti nuance?

THE HEARI NG EXAM NER:  No.

MR. SAMANIEGO | think that isn't
fair, that Counsel should be here.

THE HEARI NG EXAM NER: No, sir.

MR. SAMANIEGO:. So as far as the

statute -- the statute state that a party is entitled
to counsel. And if there -- there nust be a
continuance due to a -- for counsel having trouble

either getting to the hearing, or being able to attend
the hearing, for -- for whatever reason. It nust be
conti nued.

UNKNOWN SPEAKER: There is two
attachnents to the email | just forwarded to you.

THE HEARI NG EXAM NER: \Who's speaki ng?

MR. SAMANIEGO. He needs to wait his
turn. He nust be nuted.

THE HEARI NG EXAM NER:  Ckay.
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M . Samani ego, | understand your notion to continue.
It's been denied, so we're going to continue. And
we're going to deal with prelimnary notions first.

And we're going to start by | ooking at
your notion to strike, M. Kennedy.

MR. KENNEDY: M. Hearing Oficer, this
i s Paul Kennedy. | was having sone technical
problems. | enter for Anmerican Energy Resources LLC.

THE HEARI NG EXAM NER: Ckay. Thank
you. Good norning, sir. So M. Kennedy, | have a
docurment filed by your client on February 19. Are you
famliar with this docunent?

MR. KENNEDY: Barely, but | -- yes, |
have it here.

THE HEARI NG EXAM NER:  Oh. You have it
there? Okay.

MR. KENNEDY: Which one are you
referring to?

THE HEARI NG EXAM NER: | only have one
fromyour client, sir. And don't know that it's
proper -- | -- when did you enter an appearance?

MR. KENNEDY: February 24.

THE HEARI NG EXAM NER:  Ckay. Fi ne.
Okay. Do you want to adopt this notion to strike, or

do you want to --
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MR. KENNEDY: Yes, | woul d adopt
anything that he's filed.

THE HEARI NG EXAM NER: Ckay. Perfect.
We're going to deal with this today, along with other
noti ons, before we begin our hearing to receive
evidence on this contested matter. So do you want to
argue this notion to strike?

MR. KENNEDY: Sur e. | can -- yeah, |
can argue it. It's pretty nuch, self-explanatory.
We'd ask that you accept it on the face of the
pl eadi ng, and grant the notion.

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

Okay. So which party wants to oppose
this nmotion? Who's opposed to this notion to strike?

MR. SAVAGE: M. Exam ner, Al pha Energy
Partners 2 LLC i s opposing, and objecting to --

THE HEARI NG EXAM NER: Al right. |
read your consolidated response.

MR. SAVAGE: So M. Hearing Exam ner,
that was -- the consolidated response was for Chief

and Covenant, and our response was a response --

THE HEARI NG EXAM NER: | have it.

MR. SAVAGE: -- and an anmended noti on.

THE HEARI NG EXAM NER: | have all of
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your responses. And this one is not a consolidated

response. It's filed on 2/26.

M. Kennedy, did you receive Alpha

Energy's response to your client's notion to strike?

MR. KENNEDY: | believe -- yes, |

believe | did.
THE HEARI NG EXAM NER:  Ckay.
good. Okay.

So M. Kennedy, how fam i ar

Very

are you

wth these Ol Conservation Division mtters?

MR. KENNEDY: |'mnot famliar. |'m
trying to --

THE HEARI NG EXAM NER: | know.

MR. KENNEDY: -- preserve -- I'mtrying

to preserve ny client's position until he can get

ot her counsel .

THE HEARI NG EXAM NER:  Ckay.
understand. And | gathered that from your f
which is why | asked that question.

So basically, M. Savage, for

M. Kennedy's benefit, since he's representi

iling,

ng his

client, would you basically, briefly review what the

notion to strike was based on, and then what
response is to those | egal points?

MR. SAVAGE: Yes, sir.

your
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So M. Kennedy, Al pha has proposed
a -- has submtted an application to pool subject
| ands in a particular unit, and proposed the Holl ywood
Star Wells. Now, this unit covers two sections. And
one of the sections -- first of all, Alpha infornmed
me, when | was doing the application, that there were
no overl apping units in this proposed unit.

And they based that on the fact that
there is a unit in Section 17 involving the SAIK well.
But when you | ook at the records of that, that | ooks
like it's a fully defunct and inert unit that has not
produced for 17 years. And so we did not view that as
a viable unit that required notification.

But this unit, apparently, it was owned
by Wldcat, the former operator. Your client,

Ameri can Energy Resources, apparently has filed for a
change of operator, and assuned responsibility and
obligation for this particular SAIK unit.

And with the claimthat they have
wel | bore and | easehol d ownership, and part of that
notion to strike provides select title docunents which
shows the -- which they proposed to claimsone
owner shi p.

Now, | ooking at those docunents, those

are all |l eases from around 1960s and 1970s. And si nce
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the well has not produced for 17 years, those | eases
woul d be expired as a matter of law. M client has
fully |l eased and identified owners throughout
the -- their proposed unit, and they show that all the
new | eases do not include Anerican Resources, and al
the new | eases do not provide for wellbore interest in
that unit.

So in response -- so Anerican Energy
Resources nmakes the claim and that notion to strike,

that under the rules that somehow Al pha owns notice or

notification for -- to American Energy Resources
because they claimit's an overlapping unit. But
since -- and under the rules, because a party does

give notification to a viable spacing unit that
happens to be overl appi ng.

But in this instance, since Alpha
viewed it as defunct and inert, and Anerican Energy
resources -- I'mnot -- we're not sure what its
intentions are, but it |ooks |like recent -- sone
recent expression of intention has been to reenter and
reconplete the well.

That neans that they would have to get
permts to or reenter and reconplete, and Anerican
Ener gy Resources, under the rules, would owe

notification and notice to Al pha for that reentry and
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reconpl eti on, which they have not given.

So therefore, in our response, we point
that out. W also point out that this well is
inactive; it's listed -- it's on the inactive |ist.
And Anerican Energy Resources has three wells out of
nine that are inactive.

And therefore, they're in
non- conpli ance. They have a non-producing unit and
well, and they had a notice of violation in 2017 that
said -- that suggested the well needed to be plugged.
So in our response, we also did a notion requesting
that the OCD confirmthat the well be plugged, at this
point, and that the notion to strike is not valid
because there is no need to notify regarding this
particul ar spacing unit which is defunct.

THE HEARI NG EXAM NER: M. Kennedy?

MR. KENNEDY: | appreciate that
expl anation from Counsel. | -- all | can do,

M. Hearing Oficer, is reiterate that |I'd have to
stand on the notion, and what's alleged in the notion.

THE HEARI NG EXAM NER: Ckay. Al so,

M. Kennedy, your client doesn't follow the rules
specifically here. [It's 1-007.1, which requires that
when sonmeone file an opposed notion, that they gain

t he positions of the other parties in the case.
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" m overl ooking that for now, and we're
dealing with this on the nerits, but in the future,
your party does need to conply with the rules.

MR. KENNEDY: | appreciate that. Thank
you.

THE HEARI NG EXAM NER: OF course, sir.

Okay. So based on the argunent made
by -- and the evidence presented by Al pha Energy in
their response to the notion to strike, that notion is
deni ed.

s there anything further from you,

M. Kennedy, on that notion?

MR. KENNEDY: No, sir.

THE HEARI NG EXAM NER: Ckay. Thank
you.

Okay. Now we have dealt with that,

l et's now tal k about another notion to di sm ss.

M . Samani ego, you have counsel, so
pl ease don't speak.

We have another nmotion to dism ss, and
this is based on a nmotion filed by Ms. Luck on behalf
of Covenant, Christian Capstone, and Crusader
Royal ti es.

Ms. Luck, since you are here, would you

just summarize this notion for the record?
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M5. LUCK: Yes. |In this case, ny
clients -- and I'l|l refer to both Covenant and Chi ef
in this argunent, because they're nmaking simlar
argunents in the notions to dism ss. They have
different mneral and royalty interests in the unit,
and that's why | filed separate notions.

But in summary, ny argunment here is
t hat these parties, both Chief and Covenant,
collectively, they had undi sputed working interests in
t hese units that should have been provi ded well
proposal letters before a pooling application was sent
out. That didn't happen.

So there's Division precedents that
provides -- Division Oder R13165, and that order
specifically interprets the notice rules in the QG|
and Gas Act to provide nore context on what is
requi red before a pooling application is filed.

And, as The Division is aware, and as
|"msure the Hearing Exam ner is aware, pooling should
be a | ast resort. First, parties should reach out to
each of the owners within the unit, and try to reach
voluntary agreenent with those owners.

So there's this past Division order
that explains what's required to be a good-faith

effort to reach a voluntary agreenent before a pooling
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application is filed.

THE HEARI NG EXAM NER:  Ms. Luck?

MS. LUCK: Yes.

THE HEARI NG EXAM NER: Excuse ne. |'m
going to interrupt you, because | don't want to | ose

your train of thought, but I want to follow along wth

you.
M5. LUCK: Okay.
THE HEARI NG EXAM NER: On Page

Number -- well, there's no nunbers on your notion, so

l et me just count them That's Page 6 of your notion,
you cite Order Nunber R13165. |Is this what you're
t al ki ng about, right now?

MS. LUCK: Yes, sir.

THE HEARI NG EXAM NER: Ckay. So in
your citation to that order, | think you pull out
Par agraph 5, and then Subparagraph A. And it
says -- and |I've highlighted this, "At |east 30 days
prior to filing a conpul sory pooling application, in
t he absence of extenuating circunstance, an applicant
should send to |locatable parties it intends to ask The
Di vision to pool ."

That's what you're tal king about, isn't
it?

MS. LUCK: Yes.
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THE HEARI NG EXAM NER: Ckay. Now, | do
note the word "should.” It doesn't say nust; it says
"should.” So that's the first thing | noted as | read
t hrough this. But please continue.

M5. LUCK: And this order is just
providing further context on the requirenent that if
an operator seeks to pool parties, an operator has an
obligation to go out and reach a voluntary agreenent
prior to pooling.

And at that tinme, back in 2009, which
wasn't too, too long ago in ternms of industry standard
and what's expected in terns of operating a unit,
maki ng good-faith efforts to reach an agreenent, this
Is the precedent that we have from The Di vi sion
Exam ners that provide what is required in terns of a
good-faith effort to reach a voluntary agreenent
bef ore pooling.

And so again, | nmean, the basis of this
notion to dismss is that pooling should be a | ast
resort. This is the police power of the State being
exerci sed because the parties were not able to reach a
vol untary agreenent.

So the necessary prequel to a pooling
appl i cation should be proof that there was a voluntary

agreenent that was attenpted, at |east, at that point
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in time. And so here, both ny clients, collectively,
Covenant and Chief, they were not appropriately

provi ded wel | proposal letters before the pooling
application was fil ed.

And al t hough we did enter in the
original matter that was filed, that doesn't excuse
the applicant's duties to follow the rules. The
applicant is the one who has applied for a pooling
order, who needs to establish who the interest owners
are within the spacing unit, and to abide by -- wth
their requirements to reach a voluntary agreenent.

It's not ny client's obligation to try
to reach a voluntary agreenent. They're an owner in
the unit.

THE HEARI NG EXAM NER: And, Ms. Luck,
t he previous case nunber you were tal king about, for
the record, is 24944; is that correct?

MS. LUCK: That's correct.

THE HEARI NG EXAM NER:  Okay. Al
right. And you entered an appearance in that case
when?

M5. LUCK: | would have to verify, but
| believe it was in Novenber.

THE HEARI NG EXAM NER:  Woul d you

verify, please?
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MS. LUCK: Yes.

THE HEARI NG EXAM NER: M. Savage,
while Ms. Luck is verifying when they entered an
appearance in the previous case, what was the reason
that you dism ssed that case and filed an anended case
which we're dealing with today?

MR. SAVAGE: That was because the
previ ous case did not reference Pal oma as the
desi gnated operator. And so we wanted to nake sure
that was included in the application.

THE HEARI NG EXAM NER: And as a point
of clarification, M. Tschantz has brought up, and I
do want to clarify for Ms. Vance and everyone el se,
this is a trailing docket today. So we actually have
two cases, and while they're, in essence, contested,
they're not conpeting cases. So | called out the
second case. W're not really hearing the second
case.

| know, Ms. Vance, it's your case. So
to avoid any confusion, we're really only dealing with
the first case | called this norning, which is 25166.
When we concl ude that case, we will begin the next
case. So sorry for any confusion that | caused.

Ms. Luck, when did you enter an

appear ance?

Page 24

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

M5. LUCK: So for Chief, | entered on
Oct ober 30th of 2024. And for the Covenant entities,
| entered a little bit later, on Novenber 18th of
2024.

THE HEARI NG EXAM NER: Ckay. So your
position is that your clients were not provided
adequate notice, or is your position that your clients
were not negotiated in good faith to voluntarily cone
to an agreenent?

M5. LUCK: Well, it's a conbination of
t hi ngs, because --

THE HEARI NG EXAM NER: Okay. Wel |
just help me out here. \What are you sayi ng?

M5. LUCK: Right. It's a -- a wel
proposal letter and voluntary agreenment is a necessary
prequel to filing a pooling application. And so when
the original pooling application was filed, ny clients
had not yet received well proposal letters. It wasn't
until February that they received well proposa
| etters.

So even though they did receive notice
of this hearing sonehow, we don't believe that that
was appropriate or tinely given the fact that Division
precedent provides that you should get 30 days in

advance of a pooling hearing to consider a voluntary
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agreenent.

trying to fol
st ep- by- st ep.

t he origi nal

THE HEARI NG EXAM NER:  So |' m j ust

| ow your logic here. So let's

MS. LUCK: COkay.
THE HEARI NG EXAM NER: W t al

take this

ked about

case, 24944. Are you saying that your

clients -- and when | say "your clients,"” | nean
everyone that you're representing today. Are you
sayi ng that none of themreceived well proposa
letters?

MS. LUCK: Bef ore 24944, correct.

THE HEARI NG EXAM NER: That's
the -- yes?

MS. LUCK: Yes.

THE HEARI NG EXAM NER: So you're saying
they did not receive well proposal letters? Okay.

That's Nunber

1. And so how did you | earn of that

case, to enter an appearance?

MS. LUCK: | believe that ny

| earned of the case, and then they asked ne

an appearance on their behal f, because they

interest int

he spacing unit. |'mnot sure

got notice letters of the original hearing,

clients

to enter
own an

if they
but we did

get notice letters for this 25166 case that's
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currently pendi ng.

THE HEARI NG EXAM NER:  Ckay. But,
Ms. Luck, we're going step-by-step. So if you'll just
answer the question that I'masking, it'll help nme

under st and your position and your clients' positions.

So once again, you're saying your clients did not

receive well -- none of your clients received a wel

proposal letter, even though they own a mnera

I nterest in 249447

MS. LUCK: Correct.

THE HEARI NG EXAM NER:  Ckay.
you' re saying that they should have?

MS. LUCK: Yes.

THE HEARI NG EXAM NER:  Ckay.
they' re working interest owners?

MS. LUCK: Yes.

THE HEARI NG EXAM NER:  Ckay.

Nunmber 1. Nunmber 2, soneone found out about

And

Because

That's

t he case

being -- the application being filed, and then

retai ned you?
MS. LUCK: That's correct.
THE HEARI NG EXAM NER: Ckay.

Now, when

you appeared in October or Novenmber, what was the

first -- did you appear at a --

MS. LUCK: There was a st atus
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conference, | believe, that was set in Novenmber. And
so at that point in tinme, | entered an appearance for
both parties, and preserved their objection to the

cases proceeding by affidavit, at that point in tine.

Because it was ny clients' position
that they should have been approached to reach a
vol untary agreenent before the pooling application was
filed, and they had to appear at that hearing to
preserve their objection, at that time. And so that's
why | entered before that Novenber 21st status
conf erence.

THE HEARI NG EXAM NER: COkay. And after
that status conference -- and | want to look at this
for a nonent.

And, M. Savage, |'mgoing to cone to
you in just a nonent and ask for your position on
this. | mean, | have your consolidated response to
the motion to dismss. So |l -- and |I've read it, but
to sumit up would be hel pful, when it's tine.

So for exanple, in this original case,
24944, which is substantially the sane as today's
25166 case; is that correct, M. Luck?

M5. LUCK: That's correct. |It's just a
di fferent operator.

THE HEARI NG EXAM NER: Right. Exactly.
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Okay. So that case was filed on Cctober 11. So
you're saying by The Division's own preference, we'l
say, or direction, or guidance -- we'll call it

gui dance -- well proposal letters should have been

sent out a nonth before that, to your client?

MS. LUCK: Correct.

THE HEARI NG EXAM NER:  And you're

sayi ng that never happened?

M5. LUCK: That never happened. And

it's mne -- okay.

THE HEARI NG EXAM NER:  Hol d

goi ng step-by-step, again. An entry of appearance,

here we have -- oh, this is Ms. Vance entered an

appearance and objection.

And, Ms. Vance, you're maintaining that

obj ection in 25166, or you're not?

MS. VANCE: No. And | believe we

al ready --

THE HEARI NG EXAM NER: W t hdr ew?

M5. VANCE: -- withdrew the objection.

THE HEARI NG EXAM NER: |'m just going
docunent - by-docunent, and | have one snmall screen to
deal with, so you'll have to bear with nme here. So on

the 30th, | have an entry of appearance by

M. Samani ego, and now M. Kennedy is representing

on. W' re
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him So we have that docunent here.
| have an entry of appearance by

Ms. Luck for Chief Capital on the 5th of Novenber,

Ms. Luck?

M5. LUCK: That's correct.

THE HEARI NG EXAM NER:  Ckay. It | ooks
like we had -- what is this docunent here? Well, it

| ooks |i ke we have a M. Anderson. Are they here?
Have they w thdrawn their objection?

M. Savage, you're saying no?

Do we have M. Anderson with us today?
M. Warren Anderson, a party who entered an appearance
and obj ected?

Okay. Just for the record, no one
is -- then on the 18th, it |ooks |ike, M. Luck, you
ent ered an appearance for your other clients,
Crusader, Covenant, et cetera?

MS. LUCK: Correct. The Covenant

entities.
THE HEARI NG EXAM NER:  Sorry?
M5. LUCK: Yes, the Covenant entities.
THE HEARI NG EXAM NER: Covenant
entities. Thank you. Okay. Now, let's see. I|I'm
| ooking for a -- we have --

Ms. Vance, it |ooks |ike Adam Rankin

Page 30

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

entered an appearance on behalf of Sarvis Prem um Land

Fund?

MS. VANCE:

my previous statement, | --

don't think we -- |

Yes. And just to correct

in this original case, |

don't think we ended up

wi t hdrawi ng the objection on behalf of Perm an,

because we understood that
di sm ssing the case.
THE HEARI NG
renew your objection?
MS. VANCE:
THE HEARI NG

Sarvis Perm an?

MS. VANCE:
during the opening, Sarvis
Al pha - -

THE HEARI NG

MS. VANCE:
operator, Pal oma.

THE HEARI NG

you sayi ng that,
MS. VANCE:
THE HEARI NG

pre-hearing order saying that today wl|

hearing. It looks |ike we

t hey were going to be

EXAM NER: So you didn't
No.

EXAM NER: \What about for
As | stated previously,

and its entities support

EXAM NER: Ch. Thank you.

-- and its designated

so thank you.

EXAM NER: | don't renenber
Uh- huh.
EXAM NER: We have a

be the

held a status conference on
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Novenber 21st. Let's get to that. Here we have it.
Let me | ook and see here, in the verbatimtranscript,
what Ms. Luck had to say on that date, 24944. And
It's going to take ne sone tine to --

M. Savage, at one tine, Cases -- 24826
was conmbi ned with 249447

MR. SAVAGE: | am not sure about that.
|"d have to check on that, but I"'mnot -- what is
248267

THE HEARI NG EXAM NER: 24826, it was, |
t hi nk, soneone asking you to conbine them | don't
know who's speaki ng, because it -- let me see if | can
figure this out. It's M. Rankin asked, thinking that
you shoul d conmbine the cases. |'mnot sure

t hat you've --

MR. SAVAGE: That is correct.

THE HEARI NG EXAM NER: -- agreed or
not .

MR. SAVAGE: There was -- they wanted
to -- we had these cases called The Dude, and then the

Hol | ywood Star. And he wanted to consolidate both
cases, under an objection, and then have them heard at
a --

THE HEARI NG EXAM NER:  You obj ected. |

see it. So we didn't conbine it. Ckay.
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MR. SAVAGE: --

THE HEARI NG EXAM
Ms. Luck here,
Ckay.

this way. Let
way .

| now found you,
Okay.

this case, at that tine.

clients had a m neral ownership,
And M. Savage does agree that t
Ckay.

Ms. Luck,

in the unit. So finally,

the foll ow ng,

di d not.

me try this sonme other

what you said on that day is

and |'m | ooking at the transcript.

NER: |'m not finding

Ms. Luck, with -- in
| asked you if your
and you said yes.

hey have an interest
| find Ms. Luck.

' m

139 of 269.

There was a | ot

of ot her

on Page Nunber
di scussi on by parties before you said the follow ng.

"And just to nention on behalf of my clients because
Is that there's

they would like for ne to nention it,

di spute anongst the parties as to title in this area.

So | think that we'll get into the neat
of that if there's a contested hearing." So you say
that. Then we debated whet her The Division handl es

title disputes. You agreed that we don't, "but we

just dispute the statenents that M. Savage nade

regardi ng Al pha's ownership in this acreage."” Ckay.

Then we tal ked to other people here.

" m | ooking for sonething el se by you, M. Luck.

M5. LUCK: And, M. Hearing Exam ner, |
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don't believe that | made any further --

THE HEARI NG EXAM NER:  You didn't.

M5. LUCK: -- statenents regarding
whet her or not they received a notice letter. But --

THE HEARI NG EXAM NER:  You didn't.

M5. LUCK: =-- it's my understanding
that they did not receive a notice letter before that
i nitial hearing.

THE HEARI NG EXAM NER: Wl |, you should
have brought that up then.

M5. LUCK: And | apologize. | did just
want to review the transcript to be sure that | didn't
make any statenents differently --

THE HEARI NG EXAM NER:  You didn't.

M5. LUCK: -- but they did not. And as
M. Savage nentions in the -- his statenents that he
made back at that hearing, that there's 929 tracts and
about 725 owners in the spacing unit. So this is a
uni que pooled unit --

THE HEARI NG EXAM NER:  Agr eed.

M5. LUCK: -- given the nunber of
owners.

THE HEARI NG EXAM NER:  Agr eed.

MS. LUCK: And there is some -- there's

a burden on the operator who's seeking to pool this
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spacing unit to do due diligence before applying for a
pool i ng heari ng.

THE HEARI NG EXAM NER: Okay. Thank
you. Let's hear from M. Savage.

M. Savage, | read your consoli dated
response to the notion. Do you want to just sumit
up?

MR. SAVAGE: Yes, M. Hearing Exam ner.
Thank you. And |I'd like to just point out that, |ike,
It seemed like, that, in the notion to dism ss, there
was, kind of, conflation of notice and attenpts at a
negoti ati on.

And | just want to confirmthat notice
for the hearing -- all the rules of notice were
confornmed to, and notice is satisfied. And the OCD
al so did public notice, and that's satisfied. So |
think we can push all the -- turn notice aside on that
regard.

So then the remaining issue is this
guesti on about negotiating, and which, the well
proposal is part of that, prior to filing an
application. So Alpha viewed -- at the tine that they
sent out well proposals, they viewed Nickel River
Royalties as owning the working interest in that unit.

And so they sent the -- a well proposal
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In good faith to Nickel River Royalties LLC. And that
was about -- that was August 21, 2024, so about six
nont hs before the hearing today.

And so Chi ef and Covenant, those
entities are successors in interest to Nickel. They
have an obligation, a due diligence obligation when
they acquired interest, to find out -- |ook through
the files, find out what that interest would be
subject to. And there is a due diligence period when
you do an acquisition |ike that.

There's a due diligence period, where
you do go through the files to find out what
the -- obligations the interest is subject to. So |
woul d assune they woul d have done that. And then you
noti ce on Paragraph 5, --

THE HEARI NG EXAM NER: O what ?

MR. SAVAGE: -- of ny consolidated
response, there's evidence that they had ful
awar eness, after Nickel received the well proposal,
that -- there's some emai|l exchanges in which the
I nterest that Nickel owned is referenced and
described. And there's discussion about what to do
about Al pha's intent to pool the interest. And that's
all expressed in, or shown in Exhibit E.

THE HEARI NG EXAM NER: Ckay. Hol d on,
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M . Savage.

So Ms. Luck, we have two grounds here
that we're dealing with. Nunmber 1 is proper notice,
and Nunber 2 is good-faith negotiation or conplying
with the guidance to send out well proposal letters 30
days before a party files an application with The
Di vi si on.

Okay. Now, let's deal with the notice,
first. You heard what M. Savage sai d about the
notice. Are you still contesting the notice?

MS. LUCK: Yes. Because M. --

THE HEARI NG EXAM NER:  \Why?

M5. LUCK: -- Savage is confused about
the tineline. M. Savage indicates that Al pha sent a
wel | proposal letter in August to our predecessors in
i nterest, but this was after our assignnent was
recor ded.

So the earliest covenant assignnment was
recorded in July of 2024. And so when the wel
proposal was sent to our predecessors in interest,
wel | before the original pooling application was
filed, that well proposal should have, in fact, cane
to ny clients.

And if Al pha had done updated title

before they filed their pooling application, they
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woul d have known, pulling title to current, that it
was ny clients who owned, as of August when they sent
out their well proposal letters, because ny clients'
assi gnnent was recorded in July.

THE HEARI NG EXAM NER: Okay. So you're
saying -- okay. All right. Okay. WelIl, it sounds to
me |i ke Al pha made a good-faith attenpt to do title
research. It may not have been as current as you
woul d have |iked, but it doesn't sound |ike they
conpletely ignored this interest that N ckel owned.

They sent the well proposal letter to
Ni ckel, by the evidence that was provided to ne. So |
don't see a bad faith here, based on what you've told
me so far. | understand that your clients didn't get
the well proposal letter, and that they, what, cl osed
on this deal a nonth before? So that's what you're
sayi ng?

M5. LUCK: Yes. And | nean the rule is
a "shall." Even if that subsequent order is a
"should,"” the rule says "The applicant shall give
notice to each owner of an interest in the m neral
estate of any portion of the |ands the applicant
proposes to be pooled or unitized whose interest is
evidenced by a witten conveyance docunent either of

record or known to the applicant at the tinme the
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applicant filed the application, and his interest has
not been voluntarily conmtted to the proposed to be
pool ed or unitized area."

So | think that it's inportant to
reiterate that "the applicant shall give notice to

each interest owner," and they gave notice to our
predecessor a nonth after we purchased, and that's
I nsufficient.

THE HEARI NG EXAM NER:  All right.

Okay. Well, I'"'mnot going to dism ss these cases, or
this case. So that nmotion is overrul ed, denied,
however you want to |look at it. Let's get on with the
heari ng.

So ny understanding, M. Savage, is you
have how many w t nesses? One?

MR. SAVAGE: W have four w tnesses.

THE HEARI NG EXAM NER:  You have four
W t nesses. What are their nanmes?

MR. SAVAGE: We have John Coffman as a
| andman. W have M. McClain as the geologist. That's
Jason McClain. Mark McCoy as a reservoir engineer.
And Jaron Sinmon as a drilling engineer.

THE HEARI NG EXAM NER: \Who?

MR. SAVAGE: Jaron.

GA-- GA-- sorry. J-A-RON.
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THE HEARI NG EXAM NER: Ckay. I's

that -- do you pronounce "Jaron"?
MR. SIMON: Jaron, |like Aaron with a J.
THE HEARI NG EXAM NER:  You say Jaron?
MR. SIMON: Yes, sir.
THE HEARI NG EXAM NER: Ckay. All

right.

And what specialty, M. Savage?

MR. SAVAGE: He is the drilling
engi neer.

THE HEARI NG EXAM NER:  Drilling
engineer. All right. Now, M. Savage, are there any

other prelimnary matters before we deal wth your
exhibits? Are there any outstanding notions, or
anything else we need to deal with?

MR. SAVAGE: Do you m nd nmy doing an
openi ng statenent on this, or is that --

THE HEARI NG EXAM NER: Wl |, there
aren't conpeting applications here. You just have
your own.

MR. SAVAGE: Correct.

THE HEARI NG EXAM NER: | think the
testi nony should be enough. You want to nmake a one or
two sentence opening statenent?

MR. SAVAGE: So | just wanted to point

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

out, again, the context of how this devel opnent plan
was - -

THE HEARI NG EXAM NER: Go ahead.

MR. SAVAGE: -- conceived. Okay.

Thank you. So M. Hearing Exam ner, Al pha conceived
its plan to | ease and devel op the subject |lands a | ong
seven years ago. It is an anbitious plan that
requires title be analyzed for approximtely 1,270
acres covering about 935 separate tracts, and nore
than 1,500 -- starting out with nore than 1,500
wor ki ng i nterest owners, which Al pha has been able to
narrow down to approxi mately 548 that required notice
for pooling.

This is a major undertaking, and a huge
i nvest nent of tinme, energy, and resources to arrive at
a feasible devel opnent plan of this size and
conplexity that will allow for the harvesting and
beneficial use of New Mexico's oil and gas underlying
t he subject |ands.

Today's hearing represents the final
stages of Al pha's journey -- seven-year journey to see
t hrough its devel opnent plan, and we have arrived at
this stage today because of the hard work that Al pha
has performed to bring this project to fruition.

Thank you.
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THE HEARI NG EXAM NER: Ckay. Thank
you. Where is this pool going to be |ocated? Don't
give ne a legal description, just tell nme where it is?

MR. SAVAGE: It's right under Carl sbad.
It's on the outskirts of Carlsbad. It's -- and that's
the reason that they have all that fragnmented
ownership is because of all the lots, and everything.

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

MR. SAVAGE: Residential |ots.

THE HEARI NG EXAM NER:  And then how is
It dealing with that special area around Carl sbad?
Isn't there a cavern there, or a sinkhole there?

MR. SAVAGE: Yes. Alpha actually has
wor ked very hard to deal with that situation. And we
had to delay sonme of its other applications quite a
bit, and we worked quite a bit -- Al pha worked quite a
bit, directly with the OCD, to try to get sone relief
to go forward.

THE HEARI NG EXAM NER: Let's deal with
your exhibits. Let's see if we can get themadmtted
over -- through stipulation. So do -- when did you
file your exhibit packet?

MR. SAVAGE: We would have filed that

by the deadline of the four business days before.
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Yes. Let ne see here. VWhat would that be? That

woul d be Thursday. We filed it on Thursday; is that

correct?

THE HEARI NG EXAM NER: |'m just asking

for -- okay. I'll find it.

MR. SAVAGE: Okay. Received 1/14.
THE HEARI NG EXAM NER:  Okay. 1/147

MR. SAVAGE: No, that was -- oh. ' m
sorry. That was an anended application. Excuse ne.
That's a stanp on the exhibits.

THE HEARI NG EXAM NER:  Ckay. [|'m
| ooki ng for your exhibits. Hold on a mnute. I|I'm

| ooki ng at each docunent in here. So did you file a

self-affirmed statement of John Cof f man?

MR. SAVAGE: We did.

THE HEARI NG EXAM NER: Separately?

MR. SAVAGE: So M. Hearing Exam ner,
no. We included that in the hearing packet. But then
after we filed the hearing packet, Warren Anderson did
t hat objection based on bad-faith negotiations. So we

filed a supplenment that was separate, to address that.

THE HEARI NG EXAM NER: Al |

just so you know, everything will need to be conbi ned

i n one hearing packet after this is over,

what M. McClure wants, and dependi ng on what other

right. So

dependi ng on
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corrections we find that the witnesses need to make to
their pre-filed exhibits.

MR. SAVAGE: So it | ooks |ike the
heari ng packet was posted February 26t h.

THE HEARI NG EXAM NER:  And |' m | ooki ng
at a docunent filed on the 3rd, yesterday, | think, by
you. A response to Anerican Energy Resources Mbtion
to Strike and Al pha Anended Motion to Conpel, the P&A
of SAIK 001 well. Have we dealt with that?

MR. SAVAGE: We have.

THE HEARI NG EXAM NER:  Ckay. [|I'mstill
| ooki ng for your docunents, so hold on. |I'mgoing to
go here. | have an anended application?

MR. SAVAGE: That's the beginning.
It's February 26th, it looks like, it was posted. So
that was right before -- you know, see that docunent
that has the stanp across it, "Mtion denied by
Hearing Exam ner"?

THE HEARI NG EXAM NER:  Yes.

MR. SAVAGE: So it's right before that.

THE HEARI NG EXAM NER:  Ch.

That -- well, that's the docunent |'m | ooking at now.
Yes. W're -- it's 537 pages long. That's the
docunment. It says "Anmended Application of Al pha.”
Yeah. Okay. |I'mlooking at it here. So all right.
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Let me get to the table of contents. And this does
not include the docunent we just tal ked about, that
self-affirmed statenent. That's separate,

suppl enent al .

We have Tab 1; we have Tab 2, Exhibits
A through -- Al through A4.

(Exhibit Al through Exhibit A4 were

mar ked for identification.)

Tab 3, the B Exhibits. | see. So
first, we have John Coffrman and his exhibits. Then we
have Jason McClain and his exhibits as a geol ogi st.
We have Exhibit 3, M. MCoy, the engineer. | guess,
he's a reservoir engineer, by what you just told ne.

(Exhibit Bl through Exhibit B3 were

mar ked for identification.)

Then we have Exhibits D, Tab 5, there,
your notice, affidavits.

(Exhibit D was marked for

i dentification.)

Then we have Tab E, M. Sinpbn, a
drilling engineer, by ny notes, and that's Tab 6.

(Exhibit E was marked for

I dentification.)

Let's see if there's any objections to

t hese exhibits.
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M5. LUCK: No objections.

THE HEARI NG EXAM NER:  Thank you.

Ms. Bennett?

Maybe you're not with us anynore. |
don't know.

MS. BENNETT: ["mstill in. "' m on,
and no obj ections.

THE HEARI NG EXAM NER: Thank you,

Ms. Bennett.
Ms. Vance?
M5. VANCE: No objection.
Ms. Vance, no objection.
Al right. M. Savage, | don't hear --
Oh. M. Kennedy, | don't see your --
MR. KENNEDY: No objection.
THE HEARI NG EXAM NER: Ckay. You're
not. You know, M. Kennedy, if your screen's off, |I'm

not going to think about you. So you have to speak up

rat her quickly. Okay. But | heard you, "no
objection.” | heard you.

OCkay. So M. Savage, your exhibits are
admtted to evidence.
/1
/1

Il
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(Exhibit Al through Exhibit A4,

Exhi bit Bl through Exhibit B3,

Exhi bit D, and Exhibit E were received

I nto evidence.)

And then is there an objection to the
self-affirmed statenent of John Cof frman, that was
suppl enmental, filed on the 3rd of March?

| don't hear an objection. So
M. Savage, your exhibit -- your supplenmental exhibit
Is also adm tted.

Let's get the four witnesses to cone up
to the witness stand, turn on that m crophone, and
let's get you sworn in. Al four of you, please.

Woul d you turn on the m crophone,
pl ease? It's the -- this -- the button on -- that's
it. Thank you. Okay.

Wul d you all raise your right hands
pl ease?

Do you swear or affirmunder penalty of
perjury that the testinony you' re about to give is the
truth, the whole truth, and nothing but the truth?

MJULTI PLE VO CES: | do.

THE HEARI NG EXAM NER: Ckay. | heard
four affirmations. Wuld you state and spell your

name, one at a tine, before you go and sit down, into
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that m crophone there?

MR. COFFMAN: John Cof f man,
J-OH-N CGOF-F-MA-N.

THE HEARI NG EXAM NER: Thank you.

MR. MCCLAIN: Jason McClain. J-A-S-ON
M C C L-A-1-N

THE HEARI NG EXAM NER:  Thank you.

MR. MCCOY: Mark McCoy. M A-R-K
MCCOY.

THE HEARI NG EXAM NER: Thank you.

MR. SIMON: Jaron Sinmon. J-A-R-ON
S1-MO N

THE HEARI NG EXAM NER: Thank you, sir.

Okay. M. Savage, who do you want to
call first?

MR. SAVAGE: | would like call M. John
Cof f man.

THE HEARI NG EXAM NER: M. Cof f man,
pl ease sit at the witness stand. Please renenber to
speak up, so that the m crophone picks up your voice.
And keep it sonewhere near you, the m crophone.
M. Coffrman, you're under oath. Have you been
admtted as an expert as a | andman before this
Di vi si on, previously?

MR. COFFMAN: | have.
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THE HEARI NG EXAM NER: Ckay. Thank
you.

M . Savage, please proceed.
VWHEREUPOQON,

JOHN COFFMAN,
called as a witness and having been first duly sworn
to tell the truth, the whole truth, and not hi ng but
the truth, was exam ned and testified as foll ows:
DI RECT EXAM NATI ON

BY MR SAVAGE:

MR. SAVAGE: M. Coffman, with whom are
you enpl oyed, and what is your position?

MR. COFFMAN: |'m a | andman at Al pha
Energy Partners 2 LLC

MR. SAVAGE: Are you famliar with the
subj ect | ands and the application in this case?

MR. COFFMAN:  Yes, | am

MR. SAVAGE: And have you prepared and
reviewed the exhibits you have submtted in this case,
i ncl udi ng your | andman st atenent?

MR. COFFMAN: Yes, | have.

MR. SAVAGE: Do you have any
corrections to these exhibits that you would like to
addr ess?

MR. COFFMAN: | do, on nmy Unit
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Recapitulation. |1'd like to point out the -- there's
a typo on the R C. Bennett interest, and we're
pl anning on fixing that.

MR. SAVAGE: And this is Exhibit A2?

MR. COFFMAN:  Yes.

MR. SAVAGE: Do you -- with the
correction taken into account, are your exhibits
accurate and conplete to the best of your know edge?

MR. COFFMAN:  Yes.

MR. SAVAGE: M. Hearing Exam ner
M. Coffman is avail able for questions.

THE HEARI NG EXAM NER:  Thank you, sir.

Ckay. Ms. Luck?

MS. LUCK: Thank you. | have
guesti ons.
THE HEARI NG EXAM NER:  Wait, you do?
MS. LUCK: Yes.
THE HEARI NG EXAM NER: Pl ease.
MS. LUCK: Ckay.
CROSS- EXAM NATI ON
BY MS. LUCK

MS5. LUCK: Thanks for being here today.
| want to start off by just going over sonme of your
hi story in pooling. How many pooling hearings have

you been involved in, in the past?
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MR. COFFMAN: Two, | believe.

M5. LUCK: Okay. And how many parties
were there to be pooled in the other case that you
were involved in?

MR. COFFMAN:. Off the top of ny head, |
don't know.

M5. LUCK: Okay. But you would agree
that this is a nuch nore conplicated case?

MR. COFFMAN: Than ny other two, a
different scenario, but still very conplicated.

M5. LUCK: Okay. But the |and aspect
of this case, involving who the mneral interest, and
wor ki ng interest, and unleased m neral interest owners
Is conplicated in this case because it's below the
city of Carlsbad; is that correct?

MR. COFFMAN:  Yes.

M5. LUCK: Okay. So are you famliar
with what's required prior to filing a pooling
application?

MR. COFFMAN:  Yes.

M5. LUCK: Okay. Were you the person
who prepared the well proposal |etters for Al pha?

MR. COFFMAN: | was.

M5. LUCK: Okay. And so who did your

title work for this unit?
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MR. COFFMAN: W had brokers and title
attorneys working on this. So we had Legacy Onshore
for our brokers, and Mazurek for our title.

M5. LUCK: Okay. When did that process
start?

MR. COFFMAN: Quite a while ago.

M5. LUCK: Okay. Well, can you tell ne
sone nore details about how the process started? Wen
did y'all begin the title work?

MR. COFFMAN: It was before | was
enpl oyed there. Like Darin said, seven years ago was
when our entity started taking leases in this unit.

M5. LUCK: Okay. So what process did
Al pha utilize to identify all mneral and |easehold
interests in the unit?

MR. COFFMAN: We had our brokers run
title of every lot in the subdivisions, into every
tract.

M5. LUCK: Okay. Did Alpha prepare
m neral ownership reports or limted certificates of
title for each interest?

MR. COFFMAN: M neral ownership
reports, yes.

M5. LUCK: Okay. So it's ny

under standi ng there's sone plugged wells that are
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existing in this unit, that Al pha may be paying
shut-in royalties; is that correct?

MR. COFFMAN: They're not pl ugged.

M5. LUCK: Okay. Did Al pha consider
sonme type of non-commercial production in determ ning
the current mneral and | easehold ownership?

MR. COFFMAN: No. We were paying
shut-ins. They're just not plugged.

MS5. LUCK: Have Pl ugging and
Abandonnment fornms been filed on these wells?

MR. COFFMAN: The intent to P&A has
been filed, but we have not -- these wells have not
been pl ugged.

M5. LUCK: Okay. And can you just
clarify which wells you're tal ki ng about?

MR. COFFMAN: | believe you're
mentioning the TRACY B COM Nunber 1, and the Colonia A
COM well's in Section 18.

M5. LUCK: Okay. And so just to talk
about those wells a little bit, it's ny understanding
that Tap Rock notified owners in those wells of their
intention to plug those wells; is that correct?

MR. COFFMAN: |'m not sure on that one.

M5. LUCK: Okay. Do you know why they

sit in this inactive status, currently?
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MR. COFFMAN:  Yes.

M5. LUCK: And why is that?

MR. COFFMAN: It's because the gas
t akeaway |ines were renoved by the third-party gas
conmpany.

MS5. LUCK: Ckay. So is it Alpha's
intention to attenpt to bring those wells back into
current production?

MR. COFFMAN:  We could. | nean,
we -- we're -- we're planning on devel oping the
| aterals at this point.

M5. LUCK: Okay. So just circling back
to those wells, though. So is Al pha holding | eases
t hrough shut-in royalties on those wells, at this
poi nt ?

MR. SAVAGE: M. Hearing Exam ner, |I'm
going to object to this, and the reason is | don't
under stand the rel evance --

THE HEARI NG EXAM NER:  Ckay.

MR. SAVAGE: -- in which the direction
of these questions are going.

THE HEARI NG EXAM NER:  All right,

M. Savage.
The objection is relevance, M. Luck.

MS. LUCK: Well, | think that it's
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| nportant to understand what the basis for Alpha's
title is out there, because it's ny clients' position
that sonme of these | eases have been cancel ed due to

| ack of -- non-production.

And so if there haven't been shut-in
paynments made on these wells, or Alpha's intent to
return themto commercial production, then those
| eases are no longer valid. And so it's an inportant
| ssue here, because Al pha's disputing who the interest
owners are and how nmuch their interest is. And so |I'm
trying to get to the issue here, about how Al pha is
determning title.

THE HEARI NG EXAM NER: How Al pha is
determning title? And howis that relevant?

MS. LUCK: Because it's ny
under st andi ng that Alpha is using these two wells that
are inactive, and they're paying shut-in royalties to
hold | eases, in their opinion, under their title
r eadi ng.

But it's our understanding that those
shut-in royalties have either been declined or
returned. And so if those paynents haven't been nade,
then those | eases are no | onger valid.

THE HEARI NG EXAM NER:  And what woul d

t hat nmean then, to this conpul sory pooling
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application?

MS. LUCK: Different interest owners
need to be pooled, or different percentages for those
I nterest owners, because if the | eases are no | onger
valid, then that should be considered an unl eased
m neral interest owner rather than a working interest
owner .

So it's inportant to understand how
Al pha is | ooking at these wells; whether or not
they're still considering those |eases valid, they're
payi ng shut-in royalties on those | eases.

THE HEARI NG EXAM NER: Do you have
evidence to show that the | eases are not valid?

M5. LUCK: Yes. | have sone
correspondence, like, affidavits of non-production
have been filed on those | eases. And so it's our
position that the | eases are no | onger valid because
those affidavits of non-production have been fil ed.

THE HEARI NG EXAM NER:  Well, if you
have evi dence, why are you not submtting that today?

M5. LUCK: And again, it's not ny
clients' position here to operate the unit. And so
this is a different circunstance than a conpeting
pooling application, because ny clients aren't seeking

to pool this unit.
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They are working interests within the
unit of significant interest, and we're trying to
ensure appropriate protection of the interest that
t hey do own, and appropriate recognition of the full
value of their interest.

Because what's happened here is it
seens like only a portion of their interest is
undi sputed, and a portion of it is disputed. And so
we're just trying to understand exactly how Al pha is
determining nmy clients' interest within the unit,
because that's unclear at this point.

THE HEARI NG EXAM NER: M. Savage?

MR. SAVAGE: So M. Hearing Exam ner,
this whole line of questioning is an attenpt to go
into this disagreenent in title, and Al pha
acknow edges that there's a disagreenent. There's no
argunent about this.

There's certainly a disagreenment with
title. And our position is that, you know, if, as
M. Coffrman points out, if they're paying shut-in
royalties and this plays a role in the hol ding of
certain interests, you know, our position is that is
val i d.

I f Chief and Covenant have a title

di spute, that is outside the scope of the jurisdiction
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of the OCD, and Chief and Covenant, they need to go to
District Court. They need to do a quiet title action,
and determne legally, what the title is.

Now, if the OCD goes forward with this
hearing and they issue an order, whatever that title
m ght turn out to be will be subject to that order.

So there's no issue of correlative rights here. So |
don't really. | --

THE HEARI NG EXAM NER: Ckay. Thank
you, --

MR. SAVAGE: -- continue to object to
this.

THE HEARI NG EXAM NER: -- M. Savage.

THE HEARI NG EXAM NER: So Ms. Luck, |I'm
inclined to agree with M. Savage unl ess you provide
me sone | egal basis upon which The Division -- if you
provide nme sone jurisdictional issue that we are
dealing with here today, that's one thing. But if
this really goes down to title dispute, then I'm
inclined to agree with M. Savage.

M5. LUCK: And |I'm not asking The
Division to make any kind of title determ nation here.
This goes to the correlative rights of ny clients,
who - -

THE HEARI NG EXAM NER: How?
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M5. LUCK: -- are interest owners in
the unit, and their interests are not being
appropriately recogni zed because it doesn't appear
t hat Al pha has the appropriate | eg work done on this
unit to determ ne who the interest owners are, and
what their interests are.

And that is relevant to a pooling
proceedi ng, the anpbunt that's being pool ed and what
the interests are. And so that's a correlative rights
| ssue that's before The Division. It doesn't -- it's
not a determ nation about who owns what.

I mean, this is not a title dispute.
|"mjust trying to determ ne exactly how Al pha
devel oped the spacing unit. They have a duty, under
the Ol and Gas Act, to determne title in this unit,
and we can ask them questi ons about how they did so,
who they determ ned who was a working interest owner
in the unit.

And if you think about this just |like a
normal spacing unit exanple, where there's four
wor ki ng interest owners, in that case, it would be
very clear; they would have gone out and they woul d
have proposed to, |ike, Working Interest Omer A,
Wor ki ng I nterest Omer B, Working Interest Ower C.

And then they m ght have reached an
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agreenent with three of them and then they canme to
the pooling hearing to pool only one of them And in
this case, it's the sane thing, where I'mtrying to
figure out exactly how nuch ny clients' interests

Al pha is recogni zing, and how they got to that

determ nati on.

And | can ask those questions within
t he context of this proceedi ng because this has to do
with their mneral rights in the unit. It doesn't
have to do with the title dispute.

THE HEARI NG EXAM NER:  All right. Let
me take a five mnute break. 1'mgoing to talk to the
technical exam ner. W' Il be back on the record at
10 o'clock a.m Thank you.

(OFf the record.)

THE HEARI NG EXAM NER: It is 10:03 on
Tuesday, March 4th. We're back on the record.

Ms. Luck, | need to ask sone questions
to nmake a ruling on the objection. So I'Il start with
you, and then I'mgoing to go to M. Savage. | don't

know that | need to talk to the witness, at this
point. And M. MC ure may have sone questions too,

to understand what's goi ng on here.

Ms. Luck, your clients -- you said your
clients have a working interest in this -- a working
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m neral interest in this pool; is that correct?

M5. LUCK: Well, it's conplicated,
because they're -- they have a conbinati on of
I nterests. They -- sone of the interests are |eased
Interests, like, a working interest. But sonme of them

are unl eased. And then we also have royalty
interests. It's a conbination.

And so I'"'mnot sure if that answers
M. MCl ure's questions, but |I'm not asking The
Division to make any kind of determ nation about what
my clients own --

THE HEARI NG EXAM NER:  Hol d on.

M5. LUCK: -- or how nmuch. Okay.

THE HEARI NG EXAM NER: Ms. Luck, you're
confusing the issue. |'m asking you a very
strai ghtforward question. Thanking you, you gave ne
an answer.

M. Savage, do you know the status of
Ms. Luck's clients' interests?

MR. SAVAGE: | believe the witness can
answer that better, but as | understand it, there is a
certain anount of working interest that is confirned
under Alpha's title analysis in this unit.

THE HEARI NG EXAM NER: Is it conmitted,

or unconmmtted?
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MR. SAVAGE: Well, it would be
uncomm tted, because we're pooling that interest.

THE HEARI NG EXAM NER.  So you're sayi ng

t hat you acknowl edge -- and if we need to go to the
| andman, we will. But you're saying that it's your
understanding that Ms. Luck's clients own a -- sone of

their interests are conmtted in a | ease. Sone of
their interests are not conmtted in a |lease. That's
not what you're saying? What are you sayi ng?
MR. SAVAGE: So | don't think any of
their interests is coomtted to the unit.
don't -- they have not signed a JOA. So whatever
I nterests they have is going to be uncommtted. W
say they have a certain anount of uncommtted
i nterests. M. Luck says they have a different anpunt
of uncomm tted interests.
THE HEARI NG EXAM NER:  Oh. s that --
Ms. Luck, is that correct? Are you
di sagreei ng about the amount of unconmtted interest?
M5. LUCK: | think that there is a
di spute about how much our interest is, yes. Uh-huh.
And | am not asking The Division to make a
determ nati on about exactly what that percentage is,
but | do think that | have the ability to ask Al pha's

| andman wi t ness who's here today, exactly what they
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t hink that anount is that nmy clients own.

So that -- those are sone of the
guestions that | would like to get into, is Alpha, how
much does Chief own as a working interest in this
unit, according to their --

THE HEARI NG EXAM NER: Ms. Luck, you're
goi ng way past what | asked. Wen | ask you a
question, would you please try and cap in your answer
to what |I'm asking you, and not go beyond that,
because it just gets confusing. And |I'mnot able to
make a ruling on an objection, and there's all this
addi tional verbiage that is just not hel pful for the
record.

M. Coffman, | heard questions earlier,
from M. Luck, about two wells. Okay. What does that
have to do with the unconmtted interests?

MR. COFFMAN: | think the angle that
Ms. Luck was getting at was that the interest that
they acquire that are -- that is disputed, are in the
proration units of those wells. So | -- | think she
was tal king about shut-in paynments on those wells in
regard to the quantum of interest that they own in our
uni t.

And | do agree that Chief and Covenant

both own interest Iin our unit. | think Chief owns
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ni ne acres, maybe a little bit nore. And then
Covenant owns three acres. And so we do agree that
they own an interest in this unit. Wat is in dispute
Is the amount of interest that they own in our unit.

THE HEARI NG EXAM NER: And, M. Savage,
we're still dealing with your objection. Wy, after
all this discussion, do you think that Ms. Luck's
questions are not relevant?

MR. SAVAGE: Because both parties
acknow edge that there's ownership, uncommtted
ownership that needs to be pooled. So now, we're
getting into an area where we're spending tine
qui bbl'ing over how nmuch, and there's no -- because the
OCD doesn't have jurisdiction, there's no end to this
| i ne of questioning.

So whatever -- the OCD goes forward,
what ever pooling order they submt -- issue, whatever
It turns out to be that these parties own,
are -- they're going to be subject to that pooling
order. So why spend all this tinme, you know, trying
to decide where the needle points to?

THE HEARI NG EXAM NER:  Ckay. I
understand. All right.

Ms. Luck, I'mgoing to give you the

| eeway to ask this wtness, and | think he just
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basically, answered it; nine acres for one, and three
acres for another. But I'll give you a little bit of
| eeway to finish this |ine of questioning into how
much uncomm tted interest your clients have.

But as M. Savage has sai d, whatever
that interest is, it will be -- it'll be covered in
the order. And so | agree that, at sone point, it's
going to be irrelevant, these questions. But |I'm
giving you the |l eeway to ask enough questions so that
you have an understandi ng of your clients' interests.

Al t hough I' m not sure why you don't
know from your clients what that interest is.

M5. LUCK: Well, | do know from ny
clients what ny clients believe their interest is.

But there's a disagreenent, | believe, between ny
clients and Al pha, as to what the interest is. And so
| do think that it's inportant for The Division to
consi der what Al pha has done to devel op the spacing
unit, and how they determ ne the interest ownership in
this unit.

Because ny clients don't only own a
working interest in this unit; they also own sone
unl eased m neral interests, as well as overriding
royalty interest. So that's why | say it's a w de

range of interests that are owned by ny clients.
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And so |I'd like to just confirm what
types of title work were done on the unit before they
cane to the pooling hearing, and how they determn ned
what ny clients' interests were to be pooled into this
unit, because it doesn't seemli ke they had done the
appropriate work that was necessary before comng to
pool i ng.

THE HEARI NG EXAM NER: But that should
have been dealt with by a notion before this hearing
began, a notion that either provides evidence to nmake
your argunment -- as it is you have no evidence that
supports what you're saying, and you're just asking
gquestions to find out what sort of work Alpha did in
preparation of this hearing.

They have filed 537 pages-worth of
exhibits to show what they've done, and you don't have
any evidence to show that any of that is inaccurate,
at this point. So again, |'mgoing to be very
sensitive to M. Savage's objections on rel evance
her e.

So I'"'mnot going to go -- I'"'mnot -- |
do find it irrelevant for you to ask questions
about -- that go into detail about how they did their
title research, because it's here in the exhibits.

You have it here to refer to. |f sonmething's
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| naccurate, then point it out with your questions, or
provi de evidence in rebuttal to their evidence.

So |'m sustaining the objection in
theory, but I'mgoing to give you sone |eeway to ask
sonme nore questions to find out what the interest that
they determ ned your clients own. So go ahead.

M5. LUCK: Okay. And | think that's
| nportant, because | was trying to |ay sone foundation
before we just hopped right into the exhibits, but we
can turn straight to M. Coffman's exhibit.

THE HEARI NG EXAM NER: Yes, pl ease.
That woul d be hel pful.

M5. LUCK: Because ny argunent here is
that, even if there are 530-sonething pages, the work
that they have done is -- it's not -- it doesn't neet
the burden that the OCD has --

THE HEARI NG EXAM NER:  Ckay.

M5. LUCK: -- set for pooling. So for
exanpl e, specific to ny clients, in your chronol ogy,
Exhibit A4, --

THE HEARI NG EXAM NER: Do you want to
pul | up A4?

M5. LUCK: [|'ve got it pulled up here
on my screen.

THE HEARI NG EXAM NER:  Well, do you
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want to share your screen?

MS. LUCK: We can do that.

Sorry. | got disconnected fromthe
hearing on ny --

THE HEARI NG EXAM NER: M. Savage, are
you connected? Can you pull up the exhibit?

MR. SAVAGE: |I'mtrying to find A4
here.

THE HEARI NG EXAM NER: Do you have a
page nunber, M. Luck, on the PDF?

M5. LUCK: No. I'msorry. | extracted
t hose pages.

MR. SAVAGE: Exhibit A2 is our
owner shi p exhibit.

MS. LUCK: | believe that Exhibit A4 is
Page 120 of 537.

MR. SAVAGE: So that's the Chronol ogy
of Contacts?

MS. LUCK: Yes.

MR. SAVAGE: Ckay.

MS5. LUCK: You got it? Ckay.

THE HEARI NG EXAM NER:  Wbul d you share
your screen, M. Savage?

MR. SAVAGE: Yeah. Let nme find ny

i nterface, here.
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M5. LUCK: So with each pooling
application, are you aware that The Division requires
you to submt what efforts you made to reach a
voluntary agreenent with a pool party?

MR. COFFMAN:  Yes.

MS5. LUCK: Ckay. And so this is the
information that ny clients are saying is
i nsufficient. So if we turn to your Exhibit A4, where
you list nmy client's nanes, Chief and Covenant -- so
scroll down to the Cs, alittle bit.

THE HEARI NG EXAM NER: Can you rotate
t he page, please?

MR. SAVAGE: Okay.

Whi ch - -

MS. LUCK: Down, sorry.

MR. SAVAGE: Is it the second page?

M5. LUCK: Yes. W're there. Up
towards the top. Yeah.

MR. SAVAGE: That's the top.

MS5. LUCK: Yeah, there you are.

So right towards the top, you can see,
about a third from-- or a quarter fromthe top,
"Chief Capital O&G 2 LLC." And it | ooks like you
i ndi cate, next to their name, that they have a ULM.

Does that nmean unl eased m neral interest?
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MR. COFFMAN: Yes, it does.

M5. LUCK: Okay. And next to the
comments that you nade about what you did to reach an
agreenent with him you say "Septenber, 2024 to
present, working to confirm purported ownership." So
Is it your testinony today that, as of Septenber 2024,
you were aware of Chief's interest in the unit?

MR. COFFMAN: Or Chief's predecessor
I nterest.

MS. LUCK: Ckay. And then |ooking down
at Covenant, you say, | think, the sane thing. "ULM,
20 -- Septenber, 2024 to present. Wirking to confirm
pur ported ownership." So what does that nean?

MR. COFFMAN: That we've had
di scussions with both Chief and Covenant on their
purported ownership within this unit. W agree that
Chi ef and Covenant own in this unit, but we just
di sagree on how nuch.

M5. LUCK: But did you obtain title
opi nions to confirm accurate ownership of their
I nterests?

MR. COFFMAN: Yes, but the title is in
di spute for --

MS5. LUCK: And --

MR. COFFMAN: -- sonme of their
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I nterests.

M5. LUCK: -- what date was your title
t hr ough?

MR. COFFMAN:. For -- for which specific
tract? We have MORs that cone in on a daily basis,
and it's pretty small interests, and a | ot of MORS
cone in. So which -- which specific tract?

M5. LUCK: So | would be asking
specific to Chief and Covenant, when your title is
current through, on their interests that you're
recogni zi ng?

MR. COFFMAN: They -- they own a
different tract in this unit. So it would have to be
on a tract-by-tract basis before | could answer. But
| don't think I could, off the top of ny head, give
you a date that those MORs are dated through.

M5. LUCK: Okay. |s that sonething
that you could supplenent us with, with The Di vi sion,
and provi de when you ran your title last?

MR. COFFMAN:  Yes.

M5. LUCK: Okay. But so when did you
become aware that Chief was a | easehold owner in the

prospective unit?

MR. COFFMAN: | think, when it was -- |
think it would -- when it was filed on Courthouse 3.0,
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which is historically, about a nonth behind. So when

we proposed Nickel River in August, that assignnment

had not shown up online yet.

M5. LUCK: Okay. So sanme question for

Covenant. \When did you beconme aware that Covenant was

an interest owner in the unit?

MR. COFFMAN: Sane tine.

M5. LUCK: Did you provide notice of

your intention to pool either one of their

i nterests,

and offer alternatives to forced pooling prior to that

original pooling hearing in 249447

MR. COFFMAN: To their predecessor in

I nterest, yes.

M5. LUCK: But can you clarify when the

assi gnment went through from Ni ckel River to Chief and

Covenant ?

LUCK: Yes.

2P D

COFFMAN: The effective date?

COFFMAN: O when it was filed?

MS. LUCK: When you becanme aware of it,

because that's what the rule requires.

MR. COFFMAN: Yeabh.

MR. SAVAGE: 1'Il to object to this,

M. Hearing Exam ner, and the reason is we've gone

fromanpunts of title, to -- back to this notice, or
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this attenpt to negotiate issue, which seens, kind of,
outside the scope of the original relief of doing sone
guestions along these |ines.

THE HEARI NG EXAM NER: Ms. Luck?

M5. LUCK: M clients are interest
owners in this unit, and they have every right to ask
guestions about what efforts were made to pool their
I nterest before comng to this pooling hearing. This
Is a conpletely different |line of questioning from
what we were tal king about previously with regards to
potenti al | easable expirations.

So at this point in tinme, |'mjust
trying to determ ne what Al pha did to try to pool ny
clients' interest before comng to a pooling -- or
reach an agreenent before comng to a pooling hearing.

THE HEARI NG EXAM NER:  It's ny
under st andi ng that Al pha has already admtted that it
sent a -- M. Savage, in his response, said that Al pha
sent proposals to the predecessor interest and they've
already admtted that they haven't contacted,
directly, your client. So what are you asking?

M5. LUCK: Well, | nmean, | just wanted

to clarify with the witness rather than just accepting

the argunents of Counsel. But if that's what we're
standing with, then, | nean, | can nove on to the next
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guesti ons.

THE HEARI NG EXAM NER:  Yes. The
obj ection is sustained.

MS. LUCK: Okay.

So did you voluntarily seek to reach
agreenment with every unl eased m neral interest owner
in the unit before comng to a pooling hearing?

MR. COFFMAN:  Yes.

M5. LUCK: Was it just you, or did you
work on a team of people, or how did you go about
t hat ?

MR. COFFMAN:. We had nultiple brokers
wor ki ng, negotiating | eases and voluntary joi ner.

M5. LUCK: Okay. How many people were
wor ki ng on this project?

MR. COFFMAN: | couldn't say, off the
top of ny head, but a good anount.

M5. LUCK: Were you supervising them
or what was your role in this situation?

MR. COFFMAN: | sent all the wel
proposal s nysel f.

M5. LUCK: Okay. So you signed every
single well proposal letter?

MR. COFFMAN:  Yes.

M5. LUCK: Did you send out 1,500 of
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them or how many of them went out?

MR. COFFMAN: Cl ose.

MS. LUCK: Okay.

MR. COFFMAN: We have -- we have sone
under | ease already, that we've done prelimnary
before we sent out proposals, because we had to have
interest in the surface oil and downhole of the unit
bef ore we proposed.

So we | eased those mneral interest
owners prior, and then sent well proposals to,
probably, 900 people or entities.

M5. LUCK: Okay. And do you understand
that that's part of your responsibility as the
operator of the unit, to reach voluntary agreenent?

MR. COFFMAN:  Yes.

M5. LUCK: Are you continuing to try to
reach voluntary agreenents with these parties?

MR. COFFMAN:  Yes.

UNKNOWN SPEAKER:  No.

M5. LUCK: Okay. And so if an order is
granted in this case, when does Al pha plan to spud
t hese wel | s?

MR. COFFMAN: We have permts in hand,
or Pal oma, our operator -- designated operator has

permts in hand. So as soon as our pooling orders are
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granted, we begin.
M5. LUCK: OCkay. And | nean, that
doesn't really answer ny question. So do you have a
drill schedule? Do you have a drilling contract?
MR. COFFMAN:. Yes, but it's dependent

on when our pooling order's in place.

MS. LUCK: Does Al pha have a drilling
rig?

MR. COFFMAN: To the south, yes.

MS5. LUCK: Just --

MR. COFFMAN: Pal oma does.

MS. LUCK: Just one, or is there nore
t han one?

3

COFFMAN: | believe there will be
nore than one.

M5. LUCK: Okay. |Is there a dril
schedule for that drill rig, related to this project?

MR. COFFMAN:  Yes.

MS5. LUCK: Okay. But there's not,
li ke, an anticipated, like, "We're planning to do this
in Q4"? You're just planning to do it imediately
upon i ssuance of a pooling order?

MR. COFFMAN: Correct. Wen we finish
our wells in the unit to the south, The Dude unit,

then we'll nove north into this Hollywod Star unit.
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M5. LUCK: Okay. And so how | ong have
you been working for this conpany, working on this
pr oj ect ?

MR. COFFMAN: Since | started in
Oct ober of 23.

M5. LUCK: Okay. And so | think
that I"mjust trying to get clarification, at this
point. Has there been voluntary agreenents sent out
to both nmy clients, Chief and Covenant, collectively,
for all of the interests that Alpha is recognizing in
the unit?

MR. COFFMAN: | believe Chief is the
only one that has requested a JOA, which was provided
to themthis week.

M5. LUCK: Okay. And so can you let ne
know why a JOA or some other type of voluntary unit
operating agreenent has not been provided to Covenant?

MR. COFFMAN: They have not requested
it. But if they would |like to request it, | would be
nore than happy to send it.

M5. LUCK: So at this point in tine --

MR. ANDERSON: M. Exam ner?

M5. LUCK: -- you're only sending a JOA
to parties who request thenf

THE HEARI NG EXAM NER: |Is there an
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obj ection?

Hol d on, Ms. Luck.

s there an objection?

MR. ANDERSON: Yes. M. Exam ner, this
I's Warren Anderson --

MR. SAVAGE: M. Anderson, you --

MR. ANDERSON: -- California.

THE HEARI NG EXAM NER:  Ckay.
M . Anderson, good to hear that you're with us. Are
you objecting to a question?

MR. ANDERSON: Yes, |'m-- |I'm
objecting to the person representing Al pha about
| easi ng agreenents, because they don't have a | easing
agreenent in the South, where we are.

THE HEARI NG EXAM NER:  Ckay.
M. Anderson, this is not the appropriate tine to
speak up. Okay?

So Ms. Luck is asking questions to this

witness. You'll have an opportunity, now that you' ve
joined us, at -- what time is it? 10:23? 1|'m not
sure -- what happened?

MR. ANDERSON: It would -- | canme at
nine, 'cause it's nine here. | didn't -- | didn't

understand the tine difference, sir.

THE HEARI NG EXAM NER:  Ckay.

Page 78

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

M. Anderson, even so, you're still -- it's 10:24 a. m
here, Mountain Tinme, in New Mexico. You'll have your
opportunity to ask this w tness questions, as |long as
It's based -- as long as they're appropriate

gquesti ons.

And so please just wait your turn to
ask questions. M. Luck is cross-examning this
W t ness now.

MR. ANDERSON: Okay. Thank you, sir.

THE HEARI NG EXAM NER: Yes. Well, [|'1]
call on you, now that I know you're with us.

Ms. Luck, you were saying?

MS. LUCK: Yeah.

So | nean, it's my understanding
t hough, that my clients do al so own unl eased i nterest
in the unit. Does Al pha recognize any of those
unl eased i nterests?

MR. COFFMAN: You'd have to be nore
specific on where they are, the interests, but |I tend
to agree with that.

M5. LUCK: Okay. | guess, is it
Al pha's position that Al pha has to make an offer to
| ease any unl eased interest in the unit before com ng
to pooling?

MR. COFFMAN: Yeah. We -- we provide
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that in our well proposals.

M5. LUCK: But are you offering a | ease
with the well proposal, or what's with the well
proposal letter?

MR. COFFMAN: Yeah, a |l ease, and a
bonus, and a royalty.

M5. LUCK: Okay. And that was sent to
all unleased mneral interests in the unit?

MR. COFFMAN: Yes, ma' am

MS. LUCK: Ckay. And when did your
conpany, | guess, collectively, Alpha, Palom, acquire
this unit from Tap Rock, or Civitas, or whoever the
predecessor was?

MR. COFFMAN: | believe it was
January of 2024.

M5. LUCK: So that was after you cane

on?

MR. COFFMAN:  Correct.

M5. LUCK: Okay. And then, | guess,
just to wap it up, is there -- is Alpha willing to

provide a JOA to Covenant, or a voluntary agreenent,
at this point in tinme?

MR. COFFMAN: Absol utely.

M5. LUCK: Okay. So what efforts

are -- is Alpha making to reach a voluntary agreenent,
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at this time, wth Covenant?

MR. COFFMAN: | can provide thema JOA.
It's just going to cone down to what the interest we
agree is covered on a JOA -- JOA, or pooling order

M5. LUCK: Okay. So can you tell ne
what that interest is, and whether it's a override, or
a working interest, or an unleased interest?

MR. COFFMAN: | believe it's | eased
I nterest, |leasehold interest that's in dispute.

M5. LUCK: Okay. But can you tell ne
what their undi sputed interest is?

MR. COFFMAN: Their undi sputed interest
I's going to be what | provided in ny Unit
Recapitulation. So | believe it's nine -- a little
bit above nine for Chief, and then a little bit above
three for Covenant.

M5. LUCK: Sorry. | just wanted to see
If I could find which tracts you're saying that
they're located in. But --

THE HEARI NG EXAM NER:  Ms. Luck, there
are a lot of people waiting to ask questions.

M5. LUCK: | apologize. 1'Il -- sorry.

No nore questions. Thank you.

THE HEARI NG EXAM NER: Ms. Vance?

M5. VANCE: | don't have any questions.
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THE HEARI NG EXAM NER: M. Kennedy?
MR. KENNEDY: No questi ons.
THE HEARI NG EXAM NER:  Thank you.
M. Anderson?
MR. ANDERSON: Yes. | -- | do have
sonme questions. Thank you.
CROSS- EXAM NATI ON
BY MR. ANDERSON:

MR. ANDERSON: First -- first off,
l"'m-- I"mjust listening, and | never heard of a JOA
And we -- we don't have no voluntary agreenent, and we
just -- | -- 1 -- first of all, I -- 1 would like to

know from Al pha, what is a JOA and -- why -- yeah.
First, what is a JOA?

THE HEARI NG EXAM NER: M. Ander son,
you' ve el ected not to have an attorney represent you,
and that's just fine. You' re nore than welcone to
represent yourself. But we're going to waste a | ot of
time today defining |legal ternms, and we can't do that.

So if you have a specific question to
ask this witness, please do it. But he's not here to

educate you as to terns.

MR. ANDERSON: | -- 1 understand.
| -- I want -- | -- 1 just want -- | just wanted to
say -- okay. No, I'lIl wait for ny -- for -- for the
Page 82

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

next -- next one. No, | don't have no questions, or
anyt hi ng.

THE HEARI NG EXAM NER:  Al'l right.

M. Coffrman, | think | heard
M. Anderson at |east attenpt to ask you was there a
wel | proposal? And in the same way that M. Luck
asked, did you make the sane overtures to
M . Anderson?

MR. COFFMAN:  Yes.

THE HEARI NG EXAM NER:  You did. Ckay.

M. Anderson, did you not receive
the -- what M. Coffman said he sent you?

MR. ANDERSON: M. -- M. Coffmn
really never sent -- he sent it to ny deceased father,
and we replied to himthat | don't know how we goi ng
to answer what the | ease and what they' re sending in
my deceased father's nane.

THE HEARI NG EXAM NER: "Il let you
work that out directly --

MR. ANDERSON: And we - -

THE HEARI NG EXAM NER: -- with Al pha
Energy. But it sounds |like you are aware that they
sent you a well proposal letter, and the JOA;, is that
right, M. Coffman?

MR. COFFMAN: We -- we've sent a
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| ease --
THE HEARI NG EXAM NER: A | ease.
MR. COFFMAN: -- to M. Anderson, yes.
THE HEARI NG EXAM NER: Thank you. |If

he needs to work with --

MR. ANDERSON: And you

THE HEARI NG EXAM NER:  Hol d on,
M . Anderson.

| f he needs to work with himbecause of
this deceased father issue, he can work directly with
you?

MR. COFFMAN: Absol utely.

THE HEARI NG EXAM NER: M. Anderson. |
t hi nk you' ve heard that answer; right?

MR. ANDERSON: Yeah. But if this is
M. Coffman, | spoke with M. Coffrman, and tried to
wor k out sonmething with M. Coffman. And they sent a

conpul sory pooling application for their answer.

THE HEARI NG EXAM NER: | -- you know,
M. Anderson, | can't help you with | egal issues.
That's -- you need to hire an attorney to help you
with that. But it sound -- you know who to contact at

Al pha, or to have your attorney contact at Al pha.
And so it sounds like you don't -- |

was just trying to clarify that question for you.
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MR. ANDERSON: Okay. | -- | appreciate

THE HEARI NG EXAM NER:  You're wel cone.
MR. ANDERSON. And I will hire -- |
wll hire a |awer for that --

THE HEARI NG EXAM NER:  Ckay. M. --

MR. ANDERSON: -- 'cause | object
that -- everything they're doing.
THE HEARI NG EXAM NER: | under st and.

Thank you.

Okay. M. McClure, do you have
questions for M. Coffman?

MR. MCCLURE: Thank you, M. Hearing
Exam ner. | do.

THE HEARI NG EXAM NER: Pl ease?

CROSS- EXAM NATI ON
BY MR MCCLURE:

MR. MCCLURE: M. Coffman,
approxi mat el y how many persons are being pooled in
this case?

MR. COFFMAN. | -- |'d have to go
t hrough and count ny Unit Recapitul ation.

MR. MCCLURE: Yeah, | was not asking
for an exact nunber. But is it in the realmof a few

hundred, is it over 500, is it |ess than 5007?
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MR. COFFMAN: | think it's around 500.

MR. MCCLURE: Okay. What steps was
taken to conduct notice for all these persons?

MR. COFFMAN: We -- through our
brokers, we provided notice via well proposal. And
that was fairly successful in reaching | ease
agreenents with a ot of the unl eased m neral owners.
And so through well proposals. But did that answer
your question?

MR. MCCLURE: So then it'd be accurate
to say, essentially, witten well proposals. And did
you reference any sort of public notice or anything
done from public standpoint?

MR. COFFMAN: Yeah, | believe we posted
notice. | -- 1'Il let Darin answer that question.

MR. MCCLURE: Yeah, 1'll ask himl ater.
Now, you referenced around 500 persons. Do you nean
there's 500 persons owning interest that's being
pool ed, or 500 persons that you're asking The Division
to force pool?

MR. COFFMAN: Coul d you repeat that?

MR. MCCLURE: OCkay. Earlier, when you
sai d around 500 persons, were you referring to 500
persons owni ng an interest that Al pha intends to pool?

MR. COFFMAN: When we sent out
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proposals initially, there were nore interest owners
than that. | think it was closer to 900. W've cone
to an agreenment with, by that math, about 400 peopl e,
to | ease, or to sign a JOA. And so the 500 people
remai ning are the ones we are seeking to pool.

MR. MCCLURE: Now, is the 900 persons
listed in this Sunmary of Contacts, or only the 500
persons?

MR. COFFMAN: Only the 500 persons.

MR. MCCLURE: Now, in the Summary of
Contacts, is it accurate to say that the vast, vast
maj ority of what you have included here is sinply
August 23, 2024, well proposals sent?

MR. COFFMAN: Yes, that's correct.

MR. MCCLURE: Is it accurate to say
that, for the persons which you have |isted, that
you' ve never received comruni cation back fromthent

MR. COFFMAN: For the people that |
have |isted?

MR. MCCLURE: For the people for which

you have listed only "well proposal sent," was

communi cati on ever received back fromthent

MR. COFFMAN: It would -- it would
depend on whi ch exact persons. Sone -- sone fol ks
have cal |l ed, and/or sent -- sent elections back in.
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And | nean, it's been hard to |ocate a | ot of these
fol ks, but we do have recei pt of the well proposal for
the fol ks |isted.

MR. MCCLURE: Okay. |If a person did
comruni cate back to you, did you indicate it in the
Summary of Contacts?

MR. COFFMAN: Yes. To the best of ny
know edge, yes.

MR. ANDERSON: Oh. Can | ask a -- oh.
Can | ask a question, M. Exam ner?

THE HEARI NG EXAM NER:  No. This is not
your opportunity to ask a question, sir.

MR. ANDERSON: Ckay, sir.

MR. MCCLURE: For M. Anderson's
interest, was it originally sent to a Bobby W
Anderson; is that correct?

MR. COFFMAN: That's correct.

MR. MCCLURE: Now, on your Summary of
Contacts, it seens to reference "been able to cone to
an agreenent"; is that accurate?

MR. COFFMAN: No, not -- no, It IS not.
We were working towards an agreenent with
M . Anderson.

MR. ANDERSON: No way.

MR. MCCLURE: Ch, now -- okay. Now | ' m
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| ooking at it, it looks like it m ght be
"interesting” -- | don't knowif it's a typo or
what's goi ng on here.

M . Savage, can you bring up Page 120
of 537? And then once you're there, if you can zoom
in on, kind of, towards the bottom of the page.

MR. SAVAGE: Ckay. 120.

MR. MCCLURE: 120, that's correct. And
t hen towards the bottom of the page, you see that
"Bobby"? Yeah, yeah.

MR. SAVAGE: Ckay. Let nme zoomin.

MR. MCCLURE: So M. Coffrman, is it
your intent that where it starts saying
"Septenber 2024 to present,"” that's the conmunication
for Bobby Anderson, and not Bobby Canpos; is that
correct?

MR. COFFMAN: That's correct. |
bel i eve the Bobby Anderson |ine should start on the
Sept enber 30, 2024, when we discussed his interest in
potentially | easing.

MR. MCCLURE: Oh. Actually, now that
" mcontinuing to look at it, is that correct, or
should it actually start on the October 21, 2024,

t hen?

MR. COFFMAN: Yeah, you're correct.
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We -- we sent the well proposal on August 21, 2024.
That's -- that's where that interest should start.

MR. MCCLURE: Okay. So all four of
those lines are supposed to be a part of the Bobby
Ander son communi cation then; is that correct?

MR. COFFMAN: Yes, sir.

MR. MCCLURE: In regards to the
proposal sent to Nickel, it appears that there's two
persons listed in which Nickel is referenced in the
Summary of Contacts?

MR. COFFMAN: That's correct.

MR. MCCLURE: Sophi e Charles Morrison,
and Cosnme and Ofelia; and is that correct?

MR. COFFMAN: No, that should be -- |
think it's the same thing as Bobby Anderson. It
shoul d be Chief Capital and Covenant Hercul es.

MR. MCCLURE: Well, let ne see why |
have this in ny notes, then. WelIl, see, | have one
| isted as being on Page 121. Actually, it |ooks like
the bulk list on Page 121. Oh, okay. | see what
you're saying, M. Coffman. Okay. So then at the top
of Page 121 -- oh, M. Savage got it up for us. The
Chi ef Capital actually begins on the next |ine up.

MR. COFFMAN: Correct. | think there's

sone -- there's obviously sone issues with this,
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visual ly, but on August 21st -- let ne -- let ne get
my bearings here. Yeah, it should start on the line
prior.

MR. MCCLURE: Okay. So Septenber 2024
to the present is also Chief Capital in addition to
t hat August 21st line, then?

MR. COFFMAN: The Charles Morrison
should start on -- that's the Septenber 2024 to
Decenber 2024, along with the October 24, 2024, for
Charles Murrison. And then the "August 21, 2024, wel

proposal sent to predecessor in title," being Nickel
Ri ver Royalties, should be Chief Capital.

MR. MCCLURE: Okay. Yep. Okay. I|I'm
making a |l ot nore better understanding, | guess, of
your Summary of Contacts now. It appears that, in
your Excel, you had your nanes at the bottom-- |ined
up at the bottomof that cell, instead of the top of
the cell, and you probably had them all nerged, then;

does that sound likely accurate for this entire table,
t hen?

MR. COFFMAN:  Yes, sir

MR. MCCLURE: Are you famliar with the
i nterests of the Christian Capstone and Crusader
Royal ti es?

MR. COFFMAN: Yes, | believe that's

Page 91

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

tied with the Chief Capital and Covenant Hercul es
| nterest.

MR. MCCLURE: Okay. So then, you
reached out solely to Chief and Covenant, and these
i nterests are a part of those, in your understandi ng;
Is that correct?

MR. COFFMAN: | believe the other two
entities own a royalty interest or an override, only.
And so they would not be entitled to a well proposal.

MR. MCCLURE: And by those entities
you're referring to this Christian Capstone and
Crusader Royalties?

MR. COFFMAN: Yes, sir.

MR. MCCLURE: Ckay. So is Christian
Capstone and Crusader Royalties being requested for
The Division to force pool in this case?

MR. COFFMAN: No, sir.

MR. MCCLURE: Are you famliar with the
I nterest that M. Samaniego is purported to own in?

MR. COFFMAN: Yes, I'mfamliar.

MR. MCCLURE: Are those interests tied
solely to that SAIK Nunber 1 well?

MR. COFFMAN: We don't believe he owns
wel | bore or | easehol der rights.

MR. MCCLURE: |Is it your understandi ng
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that the reason he believes he does is because of
that -- and | m ght be pronouncing the well nane
wrong, SAIK Number 1, or SAIK Nunber 1. Are you
famliar with the well I"mreferring to?

MR. COFFMAN: Yes, sir.

MR. MCCLURE: And addition to that, is
that the reason that M. Samani ego believes he has a
right in the unit -- proposed unit?

MR. COFFMAN: Yes, | think that's he
bel i eves such.

MR. MCCLURE: Are you -- is Alpha
requesting The Division to force pool M. Sanmani ego in
this case?

MR. COFFMAN: No, because he's not an
I nt erest owner.

MR. MCCLURE: Earlier, when you adopted
your written testinony, you referenced that there's a
typo on R C. Bennett Co. interest; is that correct?

MR. COFFMAN: Yes, sir.

MR. MCCLURE: What is the nature of
that typo?

MR. COFFMAN: | believe | added a five
in front of their original net acreage.

MR. MCCLURE: | think I have listed it
bei ng on Page 86; does that |ook right, M. Savage?

Page 93

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

If you want to go there, it's towards the top of
Page 86, sort of, if I'mlooking at the right page, at
| east .

Does this ook |ike the right page,
M. Cof fman, or?

MR. COFFMAN: No, sir. It should be on
my Unit Recapitulation. |It's correct in this -- on
t hi s page.

MR. MCCLURE: Okay. | see. So is it
Page 90, then? Oh. Okay. Yeah, | can see your -- |
see what | assunme is your typo, then. Okay. So
what -- do you see where it says "52.098,"
M. Cof f man?

MR. COFFMAN: Yes, sir.

MR. MCCLURE: What should that actually
say, | guess?

MR. COFFMAN: It should say 2.009.

MR. MCCLURE: Ckay. Thank you, sir.

And, M. Savage, | apol ogize for going
all over the place, but actually, | did m ss sone ny

questions for the Summary of Contacts. Page 121, if
you coul d pl ease, sir.

M. Coffman, tal king again about Chief
Capital's Sunmary of Contacts here, you referenced

t hat you're working to confirm purported ownership?
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MR. COFFMAN: Yes, sir.

MR. MCCLURE: What do you nean by that?

MR. COFFMAN: Chief Capital, and
Covenant Hercul es, and Al pha have a di sagreenent on
the quantum of interest that each of those entities
own.

MR. MCCLURE: Has this went to District
Court, or is it just a conmmunication between the
persons, at this point?

MR. COFFMAN: Just commruni cati on
bet ween the persons, at this point.

MR. MCCLURE: Can you provide a little
bit nore information regardi ng those conmmuni cati ons,
and negotiation that's taken effect to this point?

MR. COFFMAN: We've communi cat ed about
what Chief Capital and Covenant claimto own, and have
confirmed with themtheir undi sputed acreage, as shown
in the -- the Unit Recapitulation. But as for the
contested acreage, the dispute of acreage, we're still
working to confirmthat nunber

MR. MCCLURE: Okay. So would it be
nore accurate -- or would it be accurate to say that
your current discussion with themis nostly centered
around how nmuch acreage each entity owns?

MR. COFFMAN: Correct.

Page 95

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

MR. MCCLURE: |In regards to your
negoti ations regardi ng the pooling agreenents, what is
the state of that negotiation?

MR. COFFMAN: Chi ef requested the JOA
earlier this week. Maybe it was last -- it was | ast
week, and | provided that to them Covenant has not
requested JOA, but we had sent well proposals to Chief
and to Covenant as supplenents, in February.

MR. MCCLURE: So did that occur after
this exhibit was produced, then?

MR. COFFMAN: No. It was -- it was
as -- as a courtesy. So we -- we proposed Nicke
Ri ver, their predecessor in title, and then as a
courtesy, sent proposals to Chief and Covenant.

MR. MCCLURE: | guess, let ne ask you
the question again. Unless |'mmssing it, | don't
see where you say that you sent JOA to Chief, in this
Summary of Contacts?

MR. COFFMAN: You are correct.

MR. MCCLURE: Is it correct that it's
not there? Ckay.

MR. COFFMAN: Correct. That --

MR. MCCLURE: Why is it not there?

MR. COFFMAN: That -- that happened

after this was rendered.

Page 96

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

MR. MCCLURE: Okay. Thank you. That
was what nmy question was. In regards to Covenant, it
sounded |i ke you already responded that they have not
requested a JOA; is that accurate?

MR. COFFMAN: That's correct.

MR. MCCLURE: And is your discussions
with them al so centered on the disputed acreage?

MR. COFFMAN: Yes. Chief and
Covenant's interest derive fromthe sane acreage in
di spute.

MR. MCCLURE: But your discussions with
Covenant, are they separate in your discussions from
Chi ef ?

MR. COFFMAN: W th regards to the JOA
request, yes.

MR. MCCLURE: Okay. But in regards to
t he di sputed acreage, the dispute is derived fromthe
sanme source, it sounds like; is that correct?

MR. COFFMAN: That's correct. Chief
Capital owns 75 percent of the interest, and Covenant
Her cul es owns 25 percent of the interest.

MR. MCCLURE: And you're discussing the
di spute of whether this |lease is -- the current
status, you're discussing the current status of this

| ease separately with these persons, or is it a joint
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di scussion on their side?

MR. COFFMAN: | believe it's separate.

MR. MCCLURE: OCkay. So then, is it
accurate to say that nost of your discussions with
Covenant are centered around this disputed acreage?

MR. COFFMAN: That's correct.

MR. MCCLURE: So M. Savage, if | can
redirect us to Page 114, is what | have listed. And
you may end up having to scroll up.

But M. Coffman, are you famliar with
this table?

MR. COFFMAN: Yes, sir.

MR. MCCLURE: | guess, the top of the
table is Page 103. |Is this the list of persons that
Al pha is requesting The Division to force pool ?

MR. COFFMAN: Yes, sir.

MR. MCCLURE: If we now scroll back
down to 114, please, M. Savage.

Li sted about two thirds of the way
down, it's only on this page, that's a worKking
I nterest instead of a unleased mneral interest owner.
I s Al pha asking The Division to force pool Sarvis
Creek Energy LLC?

MR. COFFMAN: Yes, sir.

MR. MCCLURE: |Is this the sane entity
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that is referenced as being commtted in the Summary
of Ownershi p?

MR. COFFMAN: Yes, sir.

MR. MCCLURE: So if they're commtted,
why is Al pha asking The Division to force pool thenf

MR. COFFMAN: We've been in
negotiations with an operating agreenment with Sarvis,
and we -- we hope that that'll be signed. But as of
this date, it has not been signed.

MR. MCCLURE: Okay. So then would it
be accurate to say that Sarvis will likely be

commtted, but at the point of the hearing, they are

not ?
MR. COFFMAN: Correct.
MR. MCCLURE: Thank you M. Coffnman.
Thank you M. Hearing Exam ner. |
don't have any further questioning -- or questions for

this w tness.

THE HEARI NG EXAM NER:  Thank you.

MR. MCCLURE: But | would |Iike to ask
M. Savage a question at the end, or whenever you'd
like me to.

THE HEARI NG EXAM NER: This would be a
good ti ne.

MR. MCCLURE: Okay.
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M. Savage, if | can direct your
attention to Page 144. It should be your
self-affirmed statenent.

MR. SAVAGE: Okay.

MR. MCCLURE: Here's what |I'm | ooking
at. It's Paragraph 1. |Is it accurate to say that you
have, like -- or is it -- is there, like -- was there
three notices that were conducted for this case?

MR. SAVAGE: There were -- there was
one bulk notice, and that was the set of letters
mai | ed on January 23rd. Then we had our publication
notice, and that was January 25th. But then we
had -- so we had -- in the bulk mailing, we had sent
the notice letter to Nickel

And so to account for that, on
January 29th, which was well within the notice period
prior to the hearing, we sent notice letters to
Covenant and Chief to make sure that notice is
provided for them And that's noted in the statenent.

MR. MCCLURE: Yeabh. I n your statenent,
It 1ooks like you have three different dates |isted,
but it looks like there is witten letters before
different dates. But | guess, I'mnot sure if there's
a typo, or it was four different. Because it | ooks

like, in addition to your three dates you have listed
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here, there's a letter listed for February 18th, which
Is nearly at the bottom Page 532.

MR. SAVAGE: Oh, yes.

MR. MCCLURE: Do you know what the
story is with that notice?

MR. SAVAGE: Yes. Yes. So |
believe -- February 18th, | believe -- there was a

notice i ssue with Magnum Hunter, and their counsel is

available -- is here today. So we sent a
| ate -- actually late notice letter to Magnum but we
followed up with an email. And did we include that

emai | ? Let's see.

MR. MCCLURE: There is an email here,
on Page 529, if that's the one you're referring to?

MR. SAVAGE: Yes. W had an email and
they -- Magnum wai ved the notice. So it's, you know,
their right to do so. That is ny understandi ng of the
meani ng of the email. You said 520 --

MR. MCCLURE: 529, there's an emai
|isted here, and it says, "See bel ow from
Cot erra/ Magnum Hunter." Well, it |ooks |like an enmi
fromM. Coffman to yourself, and sonme ot her
I ndi vidual s at your law firm

MR. SAVAGE: Right.

MR. MCCLURE: Yeah. This is the emil
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you're referring to?

MR. SAVAGE: That's correct. And that
was -- M. Coffman sent that email to personnel in
Coterra, to address that oversight of notice, and they
responded favorably. So we believe that that has been
wai ved.

Here's the -- and we did, you know,

effort to send them an actual letter, but that letter,

you know, is -- did not neet the deadline. But
the -- but we believe that the wai ver accounts for
t hat .

MR. MCCLURE: Okay. So then the letter
that's dated for February 18th was sent only to Magnum
Hunt er ?

MR. SAVAGE: That's --

MR. MCCLURE: That's your
under st andi ng; right?

MR. SAVAGE: That correct. And
so -- and to add sone nore color to this, so we did
attenmpt to send a letter to Magnum It wasn't |ike we
conpletely m ssed their ownership and their need for
noti ce.

So on the January 23rd, that's why that
| etter dated January 23rd is above the February 18t h.

So we did send it. It was bunped back. It was
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returned. And then we checked the address,
the -- we updated the address, and that's --
didn't realize -- we didn't receive it back

after the notice period had crossed the deadline.

So we did prior -- January 23rd, prior

to the hearing, we tried, we made an effort,

know, we had a invalid address. And so then we made

up for that with the February 18th letter, t
could. And then Alpha notified Coterra on t

matter, and got a favorable response.

MR. MCCLURE: Okay. Now, the notice

t hat was sent out on January 29th, that lett

Page 148. Well, your screen doesn't have the --

MR. SAVAGE: No.

MR. MCCLURE: Just type in the page

number. Is it -- it's -- you're way too high. It's

Page 148.
MR. SAVAGE: Ckay.

MR. MCCLURE: It | ooks |like we're

m ssing the second half of this page, but you

agree -- you in agreenent with ny assessnent
MR. SAVAGE: Yes.
MR. MCCLURE: Okay. But the
hal f of that page, it should be the sane as

of the pages; right? It's --

and

but we

unti |

but, you

he best we

hat

er is on

here?

second

t he rest
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MR. SAVAGE: That's correct. It
woul d - -

MR. MCCLURE: -- that was sent out?

MR. SAVAGE: That's correct. It would
| ook |ike this page.

MR. MCCLURE: Ckay. And where is the
tracking information for this notice, the January 29th
notice?

MR. SAVAGE: Ckay. It's in there
somewhere. Let ne see if | can --

MR. MCCLURE: In the 300 pages?

MR. SAVAGE: Yes. | -- M. MCure,
can certainly provide that for you, but |I mght sit
here and --

MR. MCCLURE: Ckay. | -- well, |
guess, so that we don't sit here looking for it, can
you pl ease | ook on the back on -- after this hearing,
| guess, --

MR. SAVAGE: Yes.

MR. MCCLURE: -- and see if you can
| ocate the January 29th tracking, as well as the
February 18th tracking.

MR. SAVAGE: Yes.

MR. MCCLURE: And perhaps it's here,

and I'"'mmssing it. But |I didn't happen to see it, |
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guess. But there's a nunber of pages, so who knows.

MR. SAVAGE: It should --

MR. MCCLURE: In addition to -- oh. Go
ahead, M. Savage?

MR. SAVAGE: No, | was just saying, it
shoul d be accounted for, but we'll confirmthat.

MR. MCCLURE: Very good. And in
addition to that, i f we could also anend t hat
January 29th letter to include the entirety of that

| etter?

3

SAVAGE: Yes, sir.

3

MCCLURE: And in addition to that,
"1 --

M. Hearing Exam ner, you nmay want ne
to continue at the end, but can | ask M. Savage for
one additional thing to submt in an anmended exhi bit
packet ?

THE HEARI NG EXAM NER:  Sure.

MR. MCCLURE: M. Savage, in addition
to this tracking, and this January 29th letter, can we
correct that -- can we amend the Summary of Contacts
to make it easier to see which descriptions go with
each person? | assune that could probably easily
woul d be done by sinply aligning it at the top of the

cell, so we can see where the start of the
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communi cation is for each person.

MR. SAVAGE: Yes, M. MClure. That
was the matters you and John -- M. Coffman di scussed
as we were | ooking through that, the m salignnment.

MR. MCCLURE: Yes, sir. So
you -- okay. Sounds very good..

MR. SAVAGE: Yeabh.

MR. MCCLURE: M. Hearing Exam ner,
that was the -- | nean, | assune they were planning on

correcting the typo in their sumary of interest as

wel | .

s that correct, M. Savage?

MR. SAVAGE: Yes, sir.

MR. MCCLURE: Okay. Thank you,
M. Examner. | don't have anything else at this
poi nt .

THE HEARI NG EXAM NER: Thank you,
M. MC ure.

M. Savage, is there any redirect based
on the cross-exam nation?

MR. SAVAGE: So M. Exam ner, regarding
Ms. Luck's questions, | think a lot of information was
provided for the OCD on that. And | don't think I
want to continue to redirect on that. | think I'd be

redundant .
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one area that

In terms of M. McClure's there's only

|'"d like to do sone redirect and that

regards, M. Anderson, regarding the | ease that was

of fered, and i
a suppl enent a

won't pull it

exhi bit stands

t hat you offer

wonder whet her

redi rect on an

evi dence?

redi rect sone

BY MR, SAVAGE

what did you d

Ander son, and

proposal s, and

li ke to | ease.

n that matter. Soif | can -- there is
exhi bit that addresses this. If -- 1
up here, but I'Il look at it.

THE HEARI NG EXAM NER: M . Savage, the
on its own.

MR. SAVAGE: Yes.

THE HEARI NG EXAM NER:  Any redirect
will be now subject to recross. And |
or not you think it's necessary to

exhibit that's been admtted into

MR. SAVAGE: Well, | would like to
questions in that regard.

REDI RECT EXAM NATI ON

MR. SAVAGE: Ckay. So M. Coffman,
o to reach out to M. Anderson, \Warren
Lily Anderson?

MR. COFFMAN: We sent them wel

t hey communi cated back that they woul d

MR. SAVAGE: And so you --
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MR. ANDERSON: No way.

MR. SAVAGE: You sent them a | ease --

THE HEARI NG EXAM NER: Ms. Tschant z,
can you nute M. Anderson?

And, M. Anderson, if you continue to
speak out of turn, I'mgoing to have to permanently
mute your mc, and you won't be able to participate in
today's hearing the way | would |ike you to be able
to. So please refrain frominterrupting,

M. Anderson. Thank you.

MR. SAVAGE: M. -- you sent them a
| ease?

MR. COFFMAN: That's correct.

MR. SAVAGE: How nuch interest do they
own?

MR. COFFMAN: | believe they own 0. 27
net acres.

MR. SAVAGE: And you consider that a
very, very small interest; is that correct?

MR. COFFMAN: Correct.

MR. SAVAGE: Ckay. What is the fair
mar ket value for royalty for acreage this unit?

MR. COFFMAN: Anywhere from
three-sixteenths to a quarter of royalty.

MR. SAVAGE: Thr ee-si xteenths to a
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gquarter of royalty. And did the |ease that you
send -- sent M. Anderson, was that in the range of
fair market val ue?

MR. COFFMAN:  Yes.

MR. SAVAGE: Okay. \What did
M. Anderson counter with, in the amount of royalty
t hat he demanded?

MR. COFFMAN: | -- | believe he
countered with 50 percent.

MR. SAVAGE: 50 percent. So there's
quite a bit of difference, would you -- what is fair
mar ket value for, let's say, a | ease bonus for this
amount of acreage, 0.27 net acres?

MR. COFFMAN:. It depends on the
negotiations with the m neral owner, but we're around
$3,500 an acre.

MR. SAVAGE: $3,500. So it would be
| ess than $3,500 in this regard?

MR. COFFMAN: About a quarter of that,
yes, Ssir.

MR. SAVAGE: And did you offer a | ease
bonus in that -- in the fair market range?

MS. COFFMAN: Yes, sir.

MS. SAVAGE: And what did M. Anderson

come back with as a counter?
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MR. COFFMAN: | believe he wanted

$50, 000.

MR. SAVAGE: Was it just $50, 000, or
did -- was there, like, other stipulations in the
| ease?

MR. COFFMAN: Yeah, it was $50, 000, |
believe, to sign; $50,000 to file the nmeno of oil and
gas | ease; and $50,000 to add the addendumto the oil
and gas | ease.

MR. SAVAGE: And in your professional
opi nion, in your experience as a |andman doi ng
negotiations in this area, how did you view those
requi rements or demands from M. Anderson?

MR. COFFMAN: Extrenely high.

MR. SAVAGE: Did you view them as
reasonabl e or unreasonabl e?

MR. COFFMAN: Unreasonabl e.

Unr easonabl e.

MR. SAVAGE: M. Hearing Exam ner,
have no further questions.

THE HEARI NG EXAM NER: Are there
cross-exam nati on questions based on this redirect
| i ne of questions?

M5. LUCK: And, M. Hearing Exam ner,

sorry. | was just |ooking for that page earlier and
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|"d like to just quickly just ask two nore questions

of this witness. I'msorry. |If you don't m nd?

THE HEARI NG EXAM NER:  |'m sorry. \What
are you --

M5. LUCK: [|'msorry. \When
was -- before | turned over ny tine -- I'msorry -- |

was | ooking for the total anpunt of ny client's
Interest. And | just wanted to confirmthose with
this witness on the record before he | eaves the stand.

THE HEARI NG EXAM NER: He al ready
testified on the record to your clients -- what he
bel i eves your clients' interest are.

M5. LUCK: Okay. And | think that it's
i mportant for nme to just confirmthat the anmount shown
on the total Unit Recapitulation is all, and that he
doesn't recogni ze any royalty interests, or any other
interests in the unit, whether that's unleased -- |I'm

not sure if this is --

MR. SAVAGE: |'Il object to that.
MS. LUCK: -- reflective of working
Interest only. And I"'msorry. | was looking for this

page earlier. But | nean, we don't have to return to
this question, but I would like to just confirm
THE HEARI NG EXAM NER: Right. So

what's the nature of the objection?
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MR. SAVAGE: Nature of objection is
it's irrelevant because it's -- she admtted that it
was a royalty interest, and royalty interests don't
get pooled. So | don't understand what the concern is
here.

THE HEARI NG EXAM NER: Ms. Luck?

M5. LUCK: And again, I'd just like to
confirmon the record exactly what he's claimng the
nature of my clients' interests are in this unit, just
so we have a clear record as to what the 3.12 for
Covenant neans, and what the 9.38 for Chief Capital
means.

THE HEARI NG EXAM NER: Do you nean t hat
t he answers he gave before were not clarifying enough?

M5. LUCK: Yes. And I'msorry. | was
trying to find this page earlier, but then |I turned
over ny tinme because | didn't want everyone to keep
waiting for me to find this page that gives this total
unit anpunt that they -- that he clainms that they own
within the unit.

And | just want to confirm whether he's
claimng that includes any unl eased m neral interest
owner shi p, whether that includes any royalty
interests, or if that's only a working interest in

this unit.
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THE HEARI NG EXAM NER: M. Savage are

t hose questions answered in the exhibits?

MR. SAVAGE: | believe so. M. Coffman
can confirmthat, but | believe that they
are -- the -- all the working interests, all the
wor king -- uncommtted working interests that Al pha

bel i eves Chief and Covenant own are |listed, and
royalty interest is not pooled. So we do would Ii st
royalty interest as uncommtted working interests.

THE HEARI NG EXAM NER: So | nean,
procedurally, | would sustain the objection. Okay?

But what |'m confused about, M. Luck,
Is that it seens as though the information you're
aski ng about has already been laid out in the
exhi bits. Because, as M. Savage just said, if it's a
working interest, then the acreage was in the
exhibits. And if it's a royalty interest, then it
woul dn't be. So | don't understand what you -- what
guestion you m ght have?

M5. LUCK: Well, | just want to clarify
with this w tness, because | understand that if it was
a royalty interest, it mght not have been pool ed, but
there's other -- there's a working interest that could
be pooled, or it could be an unl eased m neral

I nt er est.
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And so that's why | just want to be
cl ear what they nean by "uncommtted” in their
exhi bits, whether they're neaning that this total unit
recap i s including both unleased and working interest.

THE HEARI NG EXAM NER:  Ckay. I will
all ow you to ask that one question. So I'mgoing to
overrul e the objection. Ask that one question,
Ms. Luck.

RECROSS- EXAM NATI ON

BY MS. LUCK

M5. LUCK: Okay. So turning to Page 91
of your exhibits --

THE HEARI NG EXAM NER: M. Savage,

pl ease?

MS. SAVAGE: Oh.

THE HEARI NG EXAM NER:  Ms. Luck, is
this -- where on this are you | ooking?

MS5. LUCK: Sorry. At the top of
Page 91, it gives the -- or mght just be about, Iike,
athird --

THE HEARI NG EXAM NER: | see it.

M5. LUCK: -- half way down.

THE HEARI NG EXAM NER: " Covenant,
Chi ef " ?

MS. LUCK: Covenant and Chief, yes.
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And so | just want to confirm
M. Cof fman what these nunbers stand for. Could you
explain to me what these interests are conprised of?

MR. COFFMAN: That woul d include
Covenant and Chief's | easehold and unl eased m neral
I nterest ownership within this unit.

M5. LUCK: Okay. And just one --

THE HEARI NG EXAM NER: No, no. That
was the one question.

M5. LUCK: No follow up questions?
Okay.

THE HEARI NG EXAM NER: So he answered
your question.

MS. LUCK: Ckay.

THE HEARI NG EXAM NER:  Ckay. Al
right.

Okay. So are there any recross on the
| ine of questions that M. Savage redirected?

MS. LUCK: Well, I'd like to know
whet her or not Al pha has an interest in every tract
that's included in this pool ed spacing unit, whether
they believe they start these wells w thout the
pool i ng order?

THE HEARI NG EXAM NER: Was that part of

your redirect?
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MR. SAVAGE: | don't believe so. |
think | focused on Warren Anderson.

THE HEARI NG EXAM NER:  Exactly.

He's -- this -- he asked this witness specifically
about an a supplenental exhibit. Do you have any
recross on that?

MS. LUCK: Nothing further on
M. Anderson.

THE HEARI NG EXAM NER: Thank you,

Ms. Luck.

Ms. Vance?

MS. VANCE: No questions, but | did
want to state on the record, regarding the question of
the nature of the negotiations between Sarvis and
Al pha. | just want to confirmthat Sarvis agrees wth
the characterization; it doesn't have any issue wth
the testinony provided by M. Coffman.

THE HEARI NG EXAM NER: Ckay. Thank
you.

M. Kennedy, is there any recross on
the redirect?

MR. KENNEDY: There's not.

THE HEARI NG EXAM NER: Thank you, sir.

M. Anderson, this is your opportunity

to cross examne this witness based on the
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redirect -- based on the supplenental exhibit. Have
you seen the supplenental exhibit, M. Anderson?

MR. ANDERSON: Yes, | believe -- |
believe | have it, right here, Menorandum O O, Gas
And M neral Lease"?

THE HEARI NG EXAM NER: Let nme | ook so |
can confirm because |I'm not going to ask. Hold on
one mnute. And you can find these docunents, if you
don't know where to look -- no, sir. This is a
docunent that was filed on the 3rd of March. It is a
14- page docunent.

It says "Supplenent to Self-Affirnmed
Statenent of John Coffman." That's what M. Savage
asked questions to this wtness about. Have you seen
t his?

MR. ANDERSON: | don't -- | don't think
so.

THE HEARI NG EXAM NER:  All right. Do
you know how to get onto our inmaging systenf

MR. ANDERSON: Ri ght now?

THE HEARI NG EXAM NER:  Ckay. Let's
forget | asked that question, sir. Do you have any
guestions based on the answers this w tness just gave?

MR. SAVAGE: M. Hearing Examner. |'m

sorry --
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MR. ANDERSON: | do --

MR. SAVAGE: | don't nean to interrupt,
but if | could clarify. He said the "Menorandum Of
Ol And Gas Mneral Lease," and that is actually an
exhibit --

THE HEARI NG EXAM NER:  Ch.

MR. SAVAGE: -- to the suppl enent.

THE HEARI NG EXAM NER:  Ckay.

MR. SAVAGE: So | think he's -- | think
he has sonet hing there.

THE HEARI NG EXAM NER:  Okay.

MR. SAVAGE: So if he -- if -- but he
needs to scroll up. So that's in Exhibit 1. |If he
would -- M. Anderson would scroll up.

RECROSS- EXAM NATI ON
BY MR. ANDERSON:
MR. ANDERSON: | -- | have -- | have
just what you said. | didn't -- | didn't ask for
50, 000, 50, 000, 50, 000.
THE HEARI NG EXAM NER: M. Anderson --
MR. ANDERSON: You guys sent nme --
THE HEARI NG EXAM NER: M. Anderson,
l et me interrupt you. And please, please understand
that we have a -- we have a procedure that we go

t hrough to collect evidence at a hearing. And you're
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not under oath right now, so anything you say is not
evi dence.

So the only way for you to get evidence
in, at this point, with this witness, is to ask him
questions, because he is under oath. Do you
under st and what | nean?

MR. ANDERSON: Ckay. Yes.

THE HEARI NG EXAM NER: So if you heard
sonething that this witness said that you think is not
true, then ask hima question to show that to The
Division. O if you need nore information fromthis
W t ness, based on what he said a few m nutes ago, then
ask him a question.

MR. ANDERSON: Okay. On -- on the
docunment, sir, on the docunment that you are referring
to, where did you -- where did you get those nunbers?

MR. COFFMAN: Those nunbers are the
ones that were witten on the |ease that we had
provi ded, and sent back to us as changes.

MR. ANDERSON: | don't --
don't -- if -- if that's so, | don't think you read it
ri ght, because | did not wite anything |ike that.

THE HEARI NG EXAM NER: M . Anderson,
agai n, what you say is not evidence. So you just ask

questions. Okay? Just ask questions. Can you see
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what's pulled up on the screen, right now?

MR. ANDERSON: | can.

THE HEARI NG EXAM NER:  Ckay. Now, do
you have any other questions for this w tness?

MR. ANDERSON. | would -- | would just
| i ke to know where -- where he got that from and how
he cane to that. And | don't get that fromwhat's on
the screen.

THE HEARI NG EXAM NER:  Ckay.

M. Coffman, the question is, how did
you receive this exhibit?

Is this Exhibit 1, M. Savage?

MR. SAVAGE: Yes, sir.

THE HEARI NG EXAM NER: Exhibit 1. This
is marked as Exhibit 1, we're tal king about. How did
you receive this?

MR. COFFMAN:. Either as a PDF through
email, or inthe mail. | can't -- | can't renmenber
whi ch.

THE HEARI NG EXAM NER:  Ckay. That
answered the question that you just asked,

M. Anderson. Do you have any ot her questions?

MR. ANDERSON: Yes.

How -- how do you cone up wth
those -- | -- | don't -- how do you cone up with those
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numbers fromthe formthat you have that you are
show ng?

MR. COFFMAN: On the right-hand side,
it says "The lessee will pay the | essor $50, 000
upfront before any of this Menmorandum OF O | And Gas
Lease And M neral Lease can take effect or be put in
pl ace. "

THE HEARI NG EXAM NER: And then didn't
you say, M. Coffman, that there was another 50, 000
somewhere else in this docunent?

MR. COFFMAN: Yes, sir.

THE HEARI NG EXAM NER: \Where is that?

VWhat happened? Who's changi ng the
screen?

MR. SAVAGE: Excuse ne.

THE HEARI NG EXAM NER: WAs there
anot her 50,000 you were referencing, M. Coffman?

MR. COFFMAN: There shoul d be.
I'"'m-- I"mnot sure if it's in this exhibit.

THE HEARI NG EXAM NER: s this the
entire docunent, M. Savage?

MR. SAVAGE: Another -- the -- this is
just a Menorandum of O 1| and Gas Lease, as |
understand, was -- that M. Anderson marked up. But

it does not reflect the full negotiations that
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M. Coffman and M. Anderson entered into.

references certain itens of that full discussion.

THE HEARI NG EXAM NER:  Okay.

M. Anderson is asking M. Coffman -- he sai d before,
$100,000. | think you referenced it in your
guestions. So M. Anderson is asking M. Coffmn,
"Okay. So you're saying $100,000. | want $100, 000 as

a signing bonus. Here's 50,000 of it. Were was the

ot her 50, 000?

MR. COFFMAN: It was lower in the

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

So M. Anderson, that answers that

guestion that you asked. Do you have any ot her

guestions?

MR. ANDERSON: Okay. |If you -- if you

have this paperwork, do you have the Order for Paynent

Appl i cation?

MR. COFFMAN: Yes.

MR. ANDERSON:. Could you put that on
t he screen?
MR. COFFMAN: | don't believe that was
filed in the exhibit.
MR. ANDERSON: Oh, it -- how cone it
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wasn't filed, and this was filed, because -- well, how
come it wasn't filed?

MR. COFFMAN: There it is. It is
filed.

THE HEARI NG EXAM NER: \What exhibit is
this, M. Savage?

MR. SAVAGE: This is part of Exhibit 1.

THE HEARI NG EXAM NER: All part of
Exhibit 1. W're on Page 4 of Exhibit 17

MR. SAVAGE: Page 8 of the supplenent.

THE HEARI NG EXAM NER: This is Page 8.
Ckay. Thank you.

Is this what you're | ooking for,
M . Anderson?

MR. ANDERSON: This is -- this is not
it. I'mlooking for the Order for Paynent.

THE HEARI NG EXAM NER: Ckay. There it

MR. ANDERSON:  Oh.

THE HEARI NG EXAM NER: Is there a
question based on this, sir?

MR. ANDERSON: Yes. The -- the
guestion is how could -- how could you derive that |
asked for $150,000 fromthis?

MR. COFFMAN: This is not where that
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reference cones from It's up higher in Exhibit 1.

THE HEARI NG EXAM NER:  Can you j ust
answer the question fully? Where do you get the
100, 000 front?

MR. COFFMAN:. | get the 100,000 from
the | ease that was marked up and sent back to us.

THE HEARI NG EXAM NER:  Well, we saw
where the 50,000 was. Wiere is the other 507?

MR. COFFMAN: Can you scroll up a
little bit? It should be there. There we go.
There -- there it's. So there's 50,000 on the neno,
Meno of O and Gas Lease, and that this | ease shows
there, that -- the 50 percent royalty request. And if
you continue to scroll down. Sone nore. There's the
addendum  "For the addendumto be valid, |essor would
| i ke $50, 000 upfront."”

THE HEARI NG EXAM NER: M. Anderson,
any ot her questions?

MR. ANDERSON: Sir, could that be the
sane 50? Could you be -- could you be making a

m st ake sayi ng 150, 000, where -- where there

Is -- where the -- where I'm-- |I'm saying 50,000 one
time, because, and make it -- and -- | -- could you be
maki ng a m stake on the 150,000, where -- and could

you have read it wong?
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MR. COFFMAN: That -- that could be the
case? | -- | think it's still 100, 000.

MR. ANDERSON: Thank you.

THE HEARI NG EXAM NER: Ckay. Are you
finished, M. Anderson?

MR. ANDERSON: Yes, sir.

THE HEARI NG EXAM NER:  Thank you, sir.

Ckay. M. Savage, can he be excused?

MR. SAVAGE: Yes.

THE HEARI NG EXAM NER:  Good.

Okay. We're going to break for |unch.
It's 11:30. It's alittle early, but it's a good tine
as any. Before we break for lunch, --

Let ne start with you, Ms. Luck. Are
you going to have any questions for any of the other
three witnesses?

M5. LUCK: [I'd like to confirmwth ny
clients over lunch, since we're taking a break, but |
don't have questions anticipated at this time. |
woul d like to confirmthough, whether or not Alpha has
an interest in every tract of the unit to be pool ed,
and whet her or not they intend to spud these wells
before a pooling order.

THE HEARI NG EXAM NER: Wi ch wi tness do

you want a question?
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M5. LUCK: | think that M. Coffman's
the appropriate witness to answer this question,
whet her or not they have an interest in every tract of
the units be pool ed.

THE HEARI NG EXAM NER: M. Coffman's
been excused.

M5. LUCK: And I'msorry. | just
wasn't sure. | -- that -- | think that that m ght be
the only question that | have left, is just whether or
not Al pha intends to spud these wells before issuance
of a pooling order.

THE HEARI NG EXAM NER: Okay. But this
W t ness has been excused. If you have a question for
the other three witnesses, that's what |I'm asking you?

M5. LUCK: Okay. | don't have any
guestions for those witnesses, at this tine.

THE HEARI NG EXAM NER: But you may,
after you consult with your clients; is that what
you' re sayi ng?

MS. LUCK: Yes. | would like to
confirmwth them if we're rejoining after |unch.

THE HEARI NG EXAM NER: Ms. Vance, wll
you have any questions for the next three w tnesses?

MS. VANCE: No.

THE HEARI NG EXAM NER: Ms. Bennett,
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wi |l you have any questions?

MR. BENNET: No, | will not.

THE HEARI NG EXAM NER:  Okay. Very

good.
M. MC ure, do you have
for the next three w tnesses?

MR. MCCLURE: | do not.

any questions

THE HEARI NG EXAM NER:  Ckay.

M. Kennedy, do you have

for the next three wtnesses?

any questions

Sorry, M. Kennedy. | can't hear you,

because you're nuted.

MR. KENNEDY: |'m sorry.

Il may well,

but it won't be anything lengthy. | also want to

confer with my clients.

THE HEARI NG EXAM NER:  Okay. Thank

you, sir. Appreciate it.

Okay. So it |ooks like,

M. Savage,

that we're going to wap up rather quickly after

| unch. So would you like to take a short lunch?

VR. SAVAGE: Yes. VWhat ever - -

THE HEARI NG EXAM NER: |

nmean, that way

everyone, all -- everyone can go, and have a rea

| unch in, maybe, half an hour or so. Does that work

for you? Does that work for your witnesses? [|I'm
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trying to be accommdating to your witnesses because
t hey' ve been here all norning.

Okay. All right. Let's take a
hal f - hour break. That way, anyone who wants to grab
sonet hi ng can, but we'll be back on the record at
noon. Thank you.

(OFf the record.)

THE HEARI NG EXAM NER: And, M. Savage,
woul d you call your next wi tness?

MR. SAVAGE: Yes. Thank you,

M. Hearing Exam ner. | call Jason MC ain.
M. Jason McClain. |[|If you would pl ease --

THE HEARI NG EXAM NER: M. M ai n,

you're still under oath. Wuld you turn on your
m crophone, please, and pull it close to you so we can
hear you.

MR. SAVAGE: Yes.

VWHEREUPOQN,
JASON MCCLAI N,
call ed as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothing but
the truth, was exam ned and testified as foll ows:
DI RECT EXAM NATI ON

BY MR. SAVAGE:

MR. SAVAGE: M. MC ain, are you
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already a -- are the geologist with Al pha Energy
Partners?

MR. MCCLAIN: Yes, |'ma
contract -- under contract wth Al pha.

MR. SAVAGE: And are you famliar with
the subject lands in this application, and the
under | yi ng geol ogy?

MR. MCCLAIN: Yes.

MR. SAVAGE: And have you prepared and
revi ewed the geol ogy exhibits, including your geol ogy
st at enent ?

MR. MCCLAIN: Yes.

MR. SAVAGE: Do you have any
corrections to these itens?

MR. MCCLAIN:  No.

MR. SAVAGE: Are your exhibits accurate
and conplete to the best of your know edge?

MR. MCCLAIN: Yes, they are.

MR. SAVAGE: M. Hearing Exam ner,

M. MC ain is available for questions.

THE HEARI NG EXAM NER: M. M ai n,
have you been accepted as an expert in geology by this
Di vi si on before?

MR. MCCLAIN: Yes, | have.

THE HEARI NG EXAM NER:  Thank you.
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Ms. Luck, any questions for this
W t ness?

MS. LUCK: No questions for this
w t ness. Thank you.

THE HEARI NG EXAM NER: M. MCl ure, any
guestions for this w tness?

MR. MCCLURE: M. Hearing Exam ner,
the -- just now becane live on the stream This is
the first | heard. Wiich witness are we --

THE HEARI NG EXAM NER: | think --

MR. MCCLURE: -- on the stand?

THE HEARI NG EXAM NER:  This is

M. Ml ean.

MR. MCCLAIN. MC ain, yes.

THE HEARI NG EXAM NER: McClain. This
is M. MClain, the geologist. He was offered as an

expert, and M. Savage has al ready asked himif he
adopted his exhibits under oath. He said he did, and
he stands for cross -- and there's no corrections, and
he stands for cross-exan nation.

MR. MCCLURE: All right. Thank you,
M. Hearing Exam ner. Yeah, | have no questions for
this witness, M. Hearing Exam ner.

THE HEARI NG EXAM NER:  All right. Does

anyone? |f anyone has any questions, would they turn
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on their mcrophone and ask the question, please?

MR. ANDERSON:. Yes. M. Exam ner?
| -- | have a -- a question.

THE HEARI NG EXAM NER: For this -- for
t he geol ogi st?

CROSS- EXAM NATI ON

BY MR. ANDERSON

MR. ANDERSON: Did he -- did he survey
our | and?

THE HEARI NG EXAM NER: He's a
geol ogi st, sir.

MR. ANDERSON:. Okay. Ckay. | -- |

guess, | didn't understand, 'cause the screen just
cane on, so | -- | guess, | didn't understand.
THE HEARI NG EXAM NER: | under st and.

That's okay. This is the geologist. Do you have any

cross exam for the geol ogist?

MR. ANDERSON: | -- | would like to
know if -- if they could tell us any about the
backl ash of -- about the environnmental backlash of the
drilling, and production, and operations that they

i ntend to do?
THE HEARI NG EXAM NER: M. Savage, is
t hat an appropriate question for the geol ogist?

MR. SAVAGE: Objection to that.
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scope of

the -- each witness has a field of expertise, and the

geol ogi st

And t hat

you' re aski ng.

M. Savage?

Mc Coy.

rem nd you you're under oath. Please pull the

m crophone cl ose to you, and speak | oudly.

Il
Il
Il
Il

THE HEARI NG EXAM NER: On what basis?
MR. SAVAGE: On the basis outside the
his experti se,

THE HEARI NG EXAM NER: M . Ander son,

has an expertise in underground geol ogy.

doesn't include the subject matter that

MR. ANDERSON: Thank you.

THE HEARI NG EXAM NER:  Thank you, sir.
Okay. This witness may be excused.
Thank you, sir.

Woul d you call your next w tness,

VR. SAVAGE: Yes. | call M. Mrk

THE HEARI NG EXAM NER: M. MCoy, |

M. Savage?

VR. SAVAGE: Yes.
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VWHEREUPOQN,
MARK MCCOY,
call ed as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothing but
the truth, was exam ned and testified as foll ows:
DI RECT EXAM NATI ON
BY MR SAVAGE:

MR. SAVAGE: M. MCoy, are you the
reservoir engineer for Al pha Energy partners?

MR. MCCOY: Yes.

MR. SAVAGE: Are you famliar with the
reservoir engineering matters in this application and
case?

MR. MCCOY: Yes.

MR. SAVAGE: |s your statenent accurate
and conplete to the best of your know edge?

MR. MCCOY: Yes.

MR. SAVAGE: You adopt it under oath?

MR. MCCOY: Yes.

MR. SAVAGE: And have you testified
before as an expert w tness?

MR. MCCOY: Yes, | have.

MR. SAVAGE: M. MCoy's available for
guesti ons.

THE HEARI NG EXAM NER:  Ckay. Does
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M. MCoy, do you have any corrections
that you want to make to any of your exhibits?

MR. MCCOY: No, | do not.

THE HEARI NG EXAM NER: Ckay. Thank
you.

Ms. Luck?

M5. LUCK: | don't have any further
guestions. Thank you.

THE HEARI NG EXAM NER:
M. MCain -- MC ure?

MR. MCCLURE: No. No questi ons,
M. Hearing Exam ner.

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

Does anyone have any questions for the
reservoir engineer?

CROSS- EXAM NATI ON

BY MR. ANDERSON

MR. ANDERSON: Sane. | have the sane
guestion that | asked the geol ogi st.

MR. SAVAGE: bjection.

MR. ANDERSON: What is the --

THE HEARI NG EXAM NER:  So M. Anderson,

there's been an objection based on the scope of the
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reservoir engineer's exhibits and testinmony. And |I'm
going to sustain the objection. | don't know that
there is a witness here today to testify to what you
asked a little while ago, but if there is, then
they' Il answer your questi on.

MR. ANDERSON:. Thank you, sir.

THE HEARI NG EXAM NER:  All right. You
may be excused. Thank you, M. MCoy.

MR. MCCOY: Thank you.

THE HEARI NG EXAM NER:  And your | ast
w tness, M. Savage?

MR. SAVAGE: M. Jaron Sinon.

THE HEARI NG EXAM NER:  Thank you.

M. Sinmon, | rem nd you you're under
oat h.
VWHEREUPOQON,

JARON SI MON,
call ed as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothi ng but
the truth, was exam ned and testified as foll ows:
DI RECT EXAM NATI ON

BY MR SAVAGE:

MR. SAVAGE: M. Sinpon, with whom are
you enpl oyed, and what is your position?

MR SIMON: |I'mthe drilling engineer
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for Pal oma Perm an Asset Co.

MR. SAVAGE: And what role does Pal oma
play in this matter?

MR. SI MON: They have been dedi cat ed
t he operator by Al pha.

MR. SAVAGE: Are you famliar with the
drilling engineering matters in this case?

MR. SIMON: | am

MR, SAVAGE: |s your statenent accurate
and conplete to the best of your know edge?

MR. SIMON: It is.

MR. SAVAGE: And do you adopt it under

oat h?

MR.  SI MON: | do.

MR. SAVAGE: And have you testified
before, as an expert witness in this matter -- in this
area?

MR. SIMON: | have.

MR. SAVAGE: M. Sinon's avail able for
guesti ons.

THE HEARI NG EXAM NER: Thank you. Do
you have any corrections you want to make to any of
your exhibits?

MR. S| MON: No, sir.

THE HEARI NG EXAM NER:  And | want to
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refine the question that M. Savage asked you about an
expert. Have you been qualified as a drilling
engi neer expertise before this Division?

MR. SIMON: No, sir. M last hearing
was in 2008, in Lovington.

THE HEARI NG EXAM NER: COkay. So let's
get you qualified as an expert before this Division,
because that's what's at issue here today.

MR. SAVAGE: And | apol ogize for that,
M. Hearing examner. | read this statenent; I
assunmed it was the --

THE HEARI NG EXAM NER: That's okay.

That's nmy job to investigate a little further,

M. Savage.

MR SAVAGE: Yes.

THE HEARI NG EXAM NER: Wbul d you -- so
let's -- let me -- in your own words, what field of

expertise do you seek to be qualified today, before
this Division?

MR. SIMON:. A drilling engineer.

THE HEARI NG EXAM NER: Drilling
engi neer. Ckay. What education do you have that goes
toward that expertise?

MR. SIMON: | have a Bachel or of

Science in Petroleum Engi neering from Texas Tech

Page 137

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

Uni versity.
THE HEARI NG EXAM NER:  And when di d you
earn it?
MR, SI MON:  2005.
THE HEARI NG EXAM NER: 2005. Ckay.
And what work have you done in this field since then?
MR. SIMON: All facets.
THE HEARI NG EXAM NER: G ve ne nore

than "all facets"?

MR. SIMON: So phase work from
engi neering design, all the way through operations, to
conpl eti ons.

THE HEARI NG EXAM NER: For who?

MR. SIMON: For Pal ona.

THE HEARI NG EXAM NER:  For Pal ona?

MR, SI MON: Yes.

THE HEARI NG EXAM NER: \What tine
peri od?

MR. SIMON: Starting in October is when
we started the operational planning for the existing
program we have in place.

THE HEARI NG EXAM NER: \What | neant
was, after you graduated in '05, what work had you

done as a drilling engineer?

MR. SIMON: Okay. As a drilling
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engi neer, that started in 2006. | worked for Mariner
Energy. That was purchased by Apache. Post that, |
wor ked for BC Operating. After leaving BC, | worked
contractual work for OXY for four years.

After leaving OXY, | went to work for
Total Energy Services in Mdland, Texas in a
of fi ce-based engi neering role, doing project
managenent for drilling and conpl etions.

THE HEARI NG EXAM NER: Ckay. Do you
have a CV?

MR. SI MON: Pardon?

THE HEARI NG EXAM NER: Do you have a
CVv?

MR.  SI MON: | do.

THE HEARI NG EXAM NER: Oh, you do have
a CV. Okay. And does it list the responsibilities
you had with each of these different organizations?

MR. SIMON: | do.

THE HEARI NG EXAM NER:  Ckay.

M. Savage, please file that with The
Division. I'mgoing to conditionally qualify him

' msure you are qualified, but yeah,
The Division wants to see that, to support ny
gual i fication.

MR. SAVAGE: We'll file that with the
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amended applicati on.

THE HEARI NG EXAM NER:  All right.

So thank you, M. Sinon. You are
conditionally admtted as a drilling engi neer before
this Division, based on your CV that's forthcom ng
And will you mark it as an exhibit; why don't you
put -- | don't think it's a rebuttal exhibit. How do
you want to mark it, M. Savage?

MR. SAVAGE: How about suppl enental ?

THE HEARI NG EXAM NER: Ckay. But it's
all going to be part of one packet that you' re going
to submt. So do you know what nunber you're going to
give it?

MR. SAVAGE: So | ooks like he is

Exhi bit E.

THE HEARI NG EXAM NER:  Yes.

MR. SAVAGE: And so --

THE HEARI NG EXAM NER: E1?

MR. SAVAGE: Yeah. So it would be the
| ast - -

THE HEARI NG EXAM NER: COkay. E1l.

MR. SAVAGE: -- sequential nunber of E.

THE HEARI NG EXAM NER: Ckay. WIIl be a
El Exhibit. Perfect. Okay. All right.

So we've admtted you as an expert, as
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a drilling engineer, and you're avail able for

Cross-exani nati on.

Ms. Luck?
M5. LUCK: | would just like to ask a
few questions about Paloma's drilling experience in

Eddy County.

THE HEARI NG EXAM NER:  As long as it's
wthin the scope of his self-affirnmed statenent,
because that's the only exhibit that he has subm tted.

M5. LUCK: Okay. And based on -- can |
ask him questions about his experience in drilling in
Eddy County, New Mexico, before this unit?

THE HEARI NG EXAM NER: Wl |, you can
ask what ever you want to ask. [It'lI|l be up to
M. Savage if he objects to it. 1'll make rulings
based on the objection. So go right ahead.

M5. LUCK: Thank you.

CROSS- EXAM NATI ON
BY MS. LUCK

M5. LUCK: Thanks for being here.

Coul d you let me know what your experience was in
drilling in Eddy County, before this unit?

MR SIMON:. O f the top of ny head,
maybe an accumnul ation of 120 wells.

M5. LUCK: Okay. And that was all in
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the Wbl fcanp formation, or where were you drilling?

MR. SIMON: Yes, ma'am So all of
t hose formations -- or excuse me -- all of those 120
wel |l s experience either drilled through vertically or
hori zontal ly through the Wbl f canp.

M5. LUCK: And was all of that
experience you're tal king about with Paloma, or with
ot her conpani es?

MR. SIMON: No, ma'am That was
t hrough nmy career of 20 years.

M5. LUCK: Okay. And so then, how many
wells has Paloma drilled in Eddy County?

MR. SIMON: Currently, we are on the
seventh well of the active program

M5. LUCK: And have they drilled new
wel | s before those seven?

MR. SIMON: Pal oma?

MS. LUCK: Yes.

MR. SIMON: Not to ny know edge.

M5. LUCK: Okay. Thank you. That's
all the questions | have.

THE HEARI NG EXAM NER: M. MC ure?

MR. MCCLURE: No questions for this
w tness, M. Hearing Exam ner.

THE HEARI NG EXAM NER:  Thank you.
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Are there any other parties that have
guestion for this drilling engi neer expert?
MR. ANDERSON: | -- | do.
THE HEARI NG EXAM NER: Go ahead,
M . Anderson.
CROSS- EXAM NATI ON
BY MR. ANDERSON:

MR. ANDERSON: | -- | would like to
know how many -- if -- if you -- how many barrels of
oil will be comng out of the -- out of our --

MR. SAVAGE: (bjection.

THE HEARI NG EXAM NER: Let him finish
t he question before you object, M. Savage.

MR. SAVAGE: Yes. Thank you.

THE HEARI NG EXAM NER: | don't even
know what the question is.

Go ahead, M. Anderson. Please ask
your questi on.

MR. ANDERSON: | would -- | was just
aski ng how would -- how -- how nany barrels of oil
woul d be com ng out of our property, and how
many -- and that -- that would be Township 22 South,
Range 27. Just how many barrels, and how woul d we
nonitor what's going on, and --

THE HEARI NG EXAM NER: What's the
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objection, M. --

MR. ANDERSON: And -- and --

THE HEARI NG EXAM NER:  Ckay. Hold on,
M. Anderson, because you're asking a conpound
question, and technically you have to ask one question
at a tinme. If you don't use the word "and" in the
guestion; that that gives you an idea that you're
asking a nultiple-part question.

But anyway, M. Savage?

MR. SAVAGE: bjection. So this is a
drilling engineer, and that's outside the scope of his
experti se.

THE HEARI NG EXAM NER: And f or
M. Anderson's know edge, why is that outside the
scope of this -- because to the |ayman, how woul d he

know t hat's outside the scope?

MR. SAVAGE: So a drilling engineer
deals with technical matters of actually drilling the
well. |If you want to get into, |ike, BUR, potential

production under the ground, that's a conbination, and
nostly it focuses on the reservoir engineer, and
a -- and then the geol ogi st.

THE HEARI NG EXAM NER: So M. Anderson,
did you understand the objection?

MR. ANDERSON: | -- 1 did. "Il have

Page 144

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

anot her questi on.

THE HEARI NG EXAM NER: Okay. Go ahead
pl ease. So |I'm sustaining the objection. Go ahead.

MR. ANDERSON: Since -- since there's
been previous conpani es that have drilled on our
property before, and so the wells should be plugged.
Now, is that going to be a -- is that going to be a
problenf? |s there going to be any liquid, or fluids,
or anything to that nature that would disturb the
different units that are -- that we are planning on
putting there, on that property?

MR. SI MON: No, | don't foresee any
pr obl ems.

MR. ANDERSON: How -- how can you be
sure? What's the guarantee?

MR SIMON: I'Il followthat up with in
a horizontal well, going anongst other vertical,
hi storical wells, the guarantees that we have in
pl ace, technol ogically-w se, is survey data nmanagenent
and devi ation control.

So every horizontal well is designed
around an anti-collision framework that takes into
account those historical wells, and the data that we
have in place, that their inclination-only surveys

conpared to inclination and azinmuth, to create a

Page 145

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

elliptical uncertainty, is the actual term

Once we have those inputted into the
software, we design the wellbores to nmake sure to
avoid those. Hence the term nol ogy of
"anti-collision."

MR. ANDERSON: \What about the mgration
of fluids?

MR. SIMON: That's a reservoir
questi on.

MR. SAVAGE: (Objection to
the -- outside the scope of the expertise.

THE HEARI NG EXAM NER:  Your wi tness
answered the question that it was outside his scope.

MR. SAVAGE: Yes.

THE HEARI NG EXAM NER: M. Anderson,
that's outside this witness's scope of expertise.

MR. ANDERSON: Okay. Okay. How did
you come up with the -- how did you -- | nean, how did
you just conme up with -- no, scratch that.

VWhat about the saltwater disposal of
the wells?

MR. SIMON: |'m not responsible for the
protection. That's outside of ny scope.

THE HEARI NG EXAM NER:  Anyt hi ng el se,

M. Anderson?
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MR. ANDERSON. No, sir. Thank you.

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

Are there any other parties with
questions for this witness before | excuse hinf

"' m not hearing anything from

M. Kennedy, Ms. Vance, so you may be excused. Thank

you.
MR. SI MON: Thank you.
THE HEARI NG EXAM NER: Thank you,
M. Sinon.
M. Savage, anything further?
MR. SAVAGE: That concludes our case in
chi ef .
THE HEARI NG EXAM NER: COkay. \Very
good.
M. MCure, do you have a |ist
of -- do you want to review the list of information

that you need from M. Savage so we can find out when
he will be able to provide it?

MR. MCCLURE: Yes, | definitely can.
M. Savage, you have your -- a bullet point list to
conpare with ne?

MR. SAVAGE: | have -- what list is
that, M. MC ure?
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THE HEARI NG EXAM NER:  Your bull et
point |ist.

MR. SAVAGE: Bullet point? The table?

MR. MCCLURE: Yeah. [|'Il go over on
m ne, or did you want to go -- do you want nme to go
over real fast?

MR. SAVAGE: You can go over it. Let
me go to the table of contents on this, so | have that
l'ine.

MR. MCCLURE: Yeah. | guess, in ny
list, on nmy notes here, | guess, | don't have the
actual exhibit wote down next to notes. So that part
my - -

MR. SAVAGE: Okay.

MR. MCCLURE: The first one on ny |ist
is the typo for the interests owned by R C. Bennett
Co. The second one | have on ny list is a amendnent
to the Summary of Contacts to make it nore easily
under st andabl e.

MR. SAVAGE: Ckay.

MR. MCCLURE: We are needing the second
page for the January 29th notice letter.

MR. SAVAGE: Got it.

MR. MCCLURE: We are needing the

tracking for -- the mail tracking information for the
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January 29th and February 18 notices.

MR. SAVAGE: GCkay. Got that.

MR. MCCLURE: Then, | believe our
Heari ng Exam ner had asked for, at |least, a CV. And
there m ght have been one other thing that he asked
for; I don't recall now

MR. SAVAGE: Correct. For the drilling
engi neer.

THE HEARI NG EXAM NER: M. Si non.

MR. MCCLURE: Yes.

THE HEARI NG EXAM NER:  You're right,

M. MCure. | asked M. Sinon's CV.

Are you done, M. MCl ure?

MR. MCCLURE: Yes. | am Hearing
Exam ner. Sorry.

THE HEARI NG EXAM NER:  All right. It's
okay, M. McClure. | wasn't sure if you were frozen.
Al right. M. MClure, do you have --

| nmean, M. Savage, do you have that?

MR. SAVAGE: | do.

THE HEARI NG EXAM NER:  All right. How
long will it take for you to submt one exhibit packet
with everything?

MR. SAVAGE: So | have that deadline

for March 10th from other -- previous.
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THE HEARI NG EXAM NER:  Fi ne.

MR. SAVAGE: So -- and then the closing
statenment was March 21st. So let's say March 15t h.

THE HEARI NG EXAM NER: March 15t h.
That's fine. So March 15th.

So Freya, will you do a cal endar
rem nder for March 15th for this case, to close the
record on that day at 5:00 p.m

MS. TSCHANTZ: Yes.

THE HEARI NG EXAM NER: M. Savage, if
you need nore tine, let us know before then.

MR. SAVAGE: Okay. Thank you.

THE HEARI NG EXAM NER: |s there
anyt hing further?

MR. SAVAGE: None.

THE HEARI NG EXAM NER:  Ckay.

MR. MCCLURE: M. Hearing Exam ner?

THE HEARI NG EXAM NER:  Yes?

MR. MCCLURE: | do renenber the other
thing that you nentioned earlier, and |'m assum ng
M. Savage plans on, but it was to include that
suppl enental exhibit fromM. Coffman with the rest of
t he exhi bit packet.

THE HEARI NG EXAM NER: M. Savage?

MR. SAVAGE: Yes. It would be included
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In the final one.
THE HEARI NG EXAM NER
MR. SAVAGE: Yes.

THE HEARI NG EXAM NER:
right.
case before we nove on to our

MS. LUCK: |
cl osing statenent, again.

THE HEARI NG EXAM NER:
MS. LUCK:
we don't feel

clients, again,

appropriate efforts to reach a voluntary agreenent

bef ore pooling their interests.
t he pooling order
THE HEARI NG EXAM NER
you.
M5. LUCK: Thank you.
THE HEARI NG EXAM NER
MR. ANDERSON: Yeah.
THE HEARI NG EXAM NER
MR. ANDERSON: |
agree with the | awer who just --
THE HEARI NG EXAM NER
MR. ANDERSON: |

has been forthcom ng. | may not

Per f ect .

Ckay.

Is there anything else fromany party in this
next case?

just want to make a bri ef

Ckay.

Just on behalf of ny
t hat Al pha has nade

So we woul d ask that

be denied in this case.

Ckay.

Anyt hi ng el se?

M . Exam ner?

Yes?

agree with the -- |

who j ust spoke.

Ckay.

don't think that Al pha

under st and al |

Al l

Go ahead.

Thank

t he
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rul es and term nol ogy that | should have here in this
hearing, but | do understand a lie and the truth, and
| do understand right from w ong.

And they haven't been forthright in
anyt hing, and for themto keep sendi ng correspondence
t o Bobby Anderson when they know he's deceased, and it
it's all already been established it, and -- and then
for themto say that | asked them for $150, 000,
know ng that | didn't ask themfor that, | -- | think
| just agree with the attorney statenment before.

THE HEARI NG EXAM NER: Ckay. Thank you
M. Anderson. Thanks for your participation today.

Ms. Vance, any --

MR. ANDERSON: Thank you, sir.

THE HEARI NG EXAM NER:  -- cl osing?

MS. VANCE: No.

THE HEARI NG EXAM NER: Thank you.

Al right. M. Kennedy, | saw your
face?

MR. KENNEDY: Yeah, here it is.

THE HEARI NG EXAM NER: There it is.

MR. KENNEDY: | don't suppose there's
any chance | could put a witness up?

THE HEARI NG EXAM NER:  Wel |,

M. Kennedy, what w tness would you be putting up?
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MR. KENNEDY: M. Samani ego for
Ameri can Energy Resources.

THE HEARI NG EXAM NER:  Al'l ri ght,
M. Kennedy. The rules state that a pre-hearing
statenent is required before you put on evidence.
However, | know the circunstances of your representing
M. Samaniego, and |'mtrying to give M. Samani ego
every opportunity to help this Division protect
correlative rights and prevent waste.

VWhat is the subject matter of
your -- of the evidence that M. Samaniego is going to
pro provide today?

MR. KENNEDY: Briefly stated, | believe
that he would testify that the -- his well, this SAI K
well is producing fromthe Wl fcanp formation now.
The argunent -- reconpilation plan is to reconplete
the same Wbl fcanp formation with updated technol ogy.
He will testify that Al pha's pooling plan is to drill
right through the Anmerican site, police operations in
the Wbl fcanp formation, creating waste of the site
wel I, and not protecting Anerican's correlative
rights.

Any interest Alpha may own is bound to
the Anmerican site, lease, and well. Al pha only owns

wel | bores in TRACY B, Kodi ak, and Col oni al well s.
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That basically, would be his testinony, | believe.

THE HEARI NG EXAM NER:  Okay. Al
right. Now, let's go to M. Savage.

M. Savage?

MR. SAVAGE: So first of all, for the
record, |I'd | odge an objection.

THE HEARI NG EXAM NER:  Well, what is
the objection? | need to rule on it.

MR. SAVAGE: Because that the w tness
shoul d be excluded because it was -- because of
procedural matters, and because it was after the fact
of the hearing. There was no witten statenent
supplied that we could review or exam ne, and these
questions are very technical in nature.

And they presune certain things that
M. Samani ego has not provided any evidence for, such
as a permt to reconplete, a record of -- production
reports, which we -- our review of the OCD records
show that there has been no subni ssion of any
production reports that show any current production.

Al'l the production -- up to 2021 is
absolutely zero. And then there's no production
reports submtted after that. There has been sone
expression of intent to reconplete and reenter, but

there has been no permt issued for that. And
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we -- Alpha has formally objected to the engi neering
departnment for any application to enter.

So |l -- there is no way to eval uate
t hese statenents under these conditions.

THE HEARI NG EXAM NER: So | understand
your objection. Now, M. Kennedy is basically wanting
to put on a case in chief using M. Samani ego, who
Is -- | think you have -- when this case first cane to
a status conference, | renenber asking you,

M. Savage, if you agreed that M. Samani ego owned an
ownership interest, and | think you agreed that he has
a working interest in this pool?

MR. SAVAGE: So of our understandi ng
and review, at that tinme, we thought he may have a
wel | bore interest. But after M. Samani ego subm tted
t he documents that we were able to review, on which he
bases it, it's clear that, as a matter of |aw, all
t hose | eases have expired.

And we don't see any | eases that -- any
current | eases that cover the unit that Al pha has
acquired, or has other parties have shown, that show
any kind of wellbore interest that was assigned to the
SAI K wel | .

THE HEARI NG EXAM NER:  So | et ne

understand this, because | renenber | asked you
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specifically. | could pull it up in the transcript.
And you said he did have a working interest. Now,
you're saying that, upon a further investigation, he
doesn't have a working interest.

So are you saying that he woul d not
be -- did you provide himnotice as of right?

MR. SAVAGE: No.

THE HEARI NG EXAM NER:  You did not.
Because he doesn't have a working interest?

MR. SAVAGE: Because he's not entitled
notice, as far as we could tell.

THE HEARI NG EXAM NER: Now, you al so
know, M. Savage, that M. Samani ego could intervene
i f he can show that -- if he can show ne that -- he
may not be a party due notice. However, he may -- his
i ntervention may help The Division avoid a violation,
|l et's say, of correlative rights, or a violation of
waste. Do you agree with that statenent, or do you
not ?

MR. SAVAGE: So here's how | would view
this. So M. Samani ego, he basically, proactively
avail ed hinself under the jurisdiction of the OCD. So
the obligations that he has under the SAIK well are
now before the OCD.

THE HEARI NG EXAM NER:  Ckay.
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MR. SAVAGE: Ckay? So -- you know, we
reviewed the title and the well bore. He has no
i nterest, whatsoever. And therefore we -- our
position is he has no right to reconplete or produce
the SAIK well. [|If he did produce the SAI K well, that
woul d result in him producing the current |eases,
whi ch he does not own. And that would be viewed as a
trespass and conversi on.

So we've -- in our notion that we
filed -- a response that we filed, we had a sub
notion, and that was a request to conpel the plugging
of this. So because M. Samani ego has avail ed hinself
the benefits of The Division, we feel that that notion
shoul d be taken seriously by the OCD.

And we ask that M. MClure and the
engi neeri ng departnment | ook at this seriously, and
confirmthat this well should be plugged.

THE HEARI NG EXAM NER:  All right.

MS. VANCE: M. --

THE HEARI NG EXAM NER: M. Kennedy --

M5. VANCE: M. Chakalian, Sarvis is
al so going to object. And you nentioned an
i ntervention. M. Kennedy filed a notice of -- an
entry of appearance on, | believe it was

February 24t h.
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And under the rules, a notice of
I ntervention is required to be filed by -- in witing,
at | east one business day before a pre-hearing
statenent is filed. And at this point, no notice of
I ntervention is in the record.

So | don't believe he has the ability.
Qbviously, it's at the discretion, but there has been
plenty of tinme to file that notice of intervention.

THE HEARI NG EXAM NER: Just a note on
clarifying the rules. And so -- and for M. Kennedy's
benefit, it's 19.15.4.13 is intervention? O is it
117

MS5. VANCE: El even.

THE HEARI NG EXAM NER: lt's 11.

M. Kennedy, it's disputed that your
client owned a working interest, and that's why
M . Samani ego was not provided notice. However, there
I's discretion on ny part to allow intervention under
that rule |I just gave you, 19.15.4.11.

Do you want to | ook at that rule, and
make an argunent why | should allow intervention in
this case?

MR. KENNEDY: Sure. Could you repeat
the rul e?

THE HEARI NG EXAM NER:  Sure.
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19.15.4.11, and | think the subsection I'mreferring
tois Clike Charlie.

s that right, Ms. Vance, C?

MS. VANCE: No, it's B for the
di scretion of the Hearing Exam ner.

THE HEARI NG EXAM NER: \What is C about
then? What am | renenbering?

M5. VANCE: Whether or not you strike a
notice of intervention.

THE HEARI NG EXAM NER: So it's C?

MS. VANCE: Yeah, well --

THE HEARING EXAM NER: It is C.  Ckay.

M5. VANCE: A little conbination.

THE HEARI NG EXAM NER: Little B and C?

MS. VANCE: A little B and C

THE HEARI NG EXAM NER: M. Kennedy,
take a look at B and Cin that rule and make an
argument on why | should allow your client to
intervene at this |ate date?

MR. KENNEDY: Okay. Are you going to
take a break, or?

THE HEARI NG EXAM NER:  No, you're on
the spot. | nean, this is --

MR. KENNEDY: Ckay.

THE HEARI NG EXAM NER: |'m gi vi ng you
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an opportunity. So think and read fast.

MR. KENNEDY: Ckay.

THE HEARI NG EXAM NER:  And whi l e
M. Kennedy is looking up the rule, I want to go back
and understand sonet hing you said, M. Savage. You
basically were saying that -- and I wish that the echo
coul d go away.

M. Kennedy, we m ght nute you for a
nmoment, while I"'mclarifying this point with
M. Savage, and we'll unnute you in a nonent, because
the echo is a bit difficult.

MR. KENNEDY: Yes.

THE HEARI NG EXAM NER: M. Savage, |
t hi nk you were saying before that M. Samani ego has
some wel | bores, sone vertical wellbores in the area,
but that they have not produced for sonme period of
time. He has not filed a proper Cl-sonething
forms -- 115s or sonething?

MR, SAVAGE: 115.

THE HEARI NG EXAM NER: 115, for
production, and that he's in violation of The
Division's rules. How does that affect his -- what
"' mnot putting together is how does that affect his
correlative rights, even if he can't produce in that

area? How does that -- so go ahead and answer that?
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MR. SAVAGE: So it's the
that's in the unit.
THE HEARI NG EXAM NER: Wi
MR. SAVAGE: The SAl K.
THE HEARI NG EXAM NER:  SAl

SAl K wel

ch well ?

K?

MR. SAVAGE: SAI K Nunber 1.

THE HEARI NG EXAM NER:  SAl
MR. SAVAGE: S-A-I-K

K

THE HEARI NG EXAM NER: Thank you.

MR. SAVAGE: SAIK. That's
Al pha's position is that because all of
M. Samani ego's | eases have expired, and
wel | bore interest, he has no correlative
Zero correlative rights. So what he wou
i f he actually produced that well, he'd b
ot her folks correlative rights, because h

produci ng.

t he one. So

he has no

ri ghts, zero.
d be doi ng,

e violating

e woul d be

THE HEARI NG EXAM NER:  Ckay. | got

that. Thank you. But what about -- so vy
he doesn't have an ownership interest; he
has -- he had a | ease that is now, at thi

MR. SAVAGE: Yes. Ckay.

ou' re sayi ng
j ust
S point --

So W/ dcat

was the previous operator. So Wl dcat had | eases, and

t hose were those 1969, early 1970, late 9

had a right. So those -- all those |eas

0 -- so they

es expired.
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So what happened then is that Anmerican Energy
Resour ces thought that they could cone in and be

i nvolved in the unit by changi ng operator of those
wel | s.

But those wells now, are conpletely
sal vage materials. They're only personal property.
There's no real property associated with those wells,
what soever. So what they picked up with -- what he
acquired was the personal property, the material, and
the obligation to plug that well.

THE HEARI NG EXAM NER:  So t he
m neral -- so the working interest that was | eased has
reverted back to whoever |eased it?

MR. SAVAGE: So that -- those | eases
expire, as a matter of |aw, because of |ack of
production, because there's a held back production
clause in the |lease. And after a certain anmount of
time of non-production, which is rather short, not 17
years. So they're clearly expired. So that
become -- they reverse back to the | essor.

THE HEARI NG EXAM NER: That's what |
t hought .

MR. SAVAGE: So it becones unl eased,
and then you cone al ong and you | ease that interest,

yes.
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THE HEARI NG EXAM NER: Okay. So
M. Kennedy, | don't know if you heard that. Did you
hear that?

Ch, you're nuted, sir. Let's unnute
you. Hold on.

MR. KENNEDY: Yeah. Yes, |'m sorry. |
heard t hat.

THE HEARI NG EXAM NER:  You heard that.
Okay. So make an argunent on what basis you could
I ntervene at this point?

MR. KENNEDY: So the rules nakes it
real clear that you have discretion to allow
I ntervention by oral appearance on the record at the
heari ng.

THE HEARI NG EXAM NER: | know t hat.
That's why |'m asking you to make an argunent.

MR. KENNEDY: And so | think, you know,
M. Samaniego's of a different opinion than M. Savage
in terns of the validity of that |easehold, that has
not expired. | think he's prepared to testify to
t hat .

THE HEARI NG EXAM NER: So basi cal lvy,
M. Savage, the only way that | would all ow
M. Samaniego to intervene is if he could convince ne

that that | ease has not expired. Do you dispute that?
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MR. SAVAGE: That would be with
evi dence?

THE HEARI NG EXAM NER: Wel |, obviously.

MR. SAVAGE: So let nme just point out
t hat --

THE HEARI NG EXAM NER: But | just had a
guestion, and that was the question. So do you
di spute that if he could convince ne that, through
evi dence, that the | ease has not expired, then he
woul d be protecting his correlative rights by
i nterveni ng?

MR. SAVAGE: Let ne think about that
just a mnute.

THE HEARI NG EXAM NER:  Sure.

And, Ms. Vance, | want you to think
about that too, because I'mgoing to conme to you in
just a nonent.

MR. SAVAGE: Ckay. So here's how |'m
going to address this. Okay. So the OCD doesn't have
jurisdiction to adjudicate title.

THE HEARI NG EXAM NER: OF course not.

MR. SAVAGE: But -- okay. That neans
that it cannot nake a decision that you own 50
percent, or you own 30 percent. But what | think that

t he OCD does have jurisdiction to do is to nake a
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t hreshol d determ nation on ownership itself.

So the -- M. Sanmani ego presented sone
title docunents that show | eases fromthe
early -- late 1960s, early 1970s. Under the | aw,
under oil and gas |law, those | eases are expired as a
matter of | aw.

Now, Al pha has provided its ownership
and it has shown, and has named the | eases that are
currently in play, and the amounts that are invol ved.
So | think that The Division could nake a threshold
deci si on based on those two pieces of evidence.

One, antiquated | eases; two, current
| eases presented. Based on that, the OCD could make a
t hreshol d deci si on whet her or not M. Samani ego owns
any interests that can be protected under the issue of
correlative rights.

And we woul d say that that threshold
answer woul d be he does not.

THE HEARI NG EXAM NER:  Right. |
under st and your position.

M. Kennedy, I'll come to you in just a
nmonent .

Ms. Vance, did you have anything to
say?

M5. VANCE: Yes, | want to just say
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that | agree with what M. Savage said. But also
woul d point out that M. Samaniego filed an entry of
appearance, or entry of appearance and notice of

obj ection on January 31st.

THE HEARI NG EXAM NER:  Yes.

MS5. VANCE: Again, M. Kennedy filed
his entry of appearance on behalf of M. Samaniego in
AER on February 24th. And the anended pre-hearing
order was filed and nmade available to the parties on
February 6t h.

And the parties rely on that
pre-hearing statenent to make their case in chief.
And right now, the -- to allow M. Samani ego to cone
in here at the hearing and create a case in chief on
the fly is prejudicial to what Alpha is trying to do
here today.

So | don't believe that he shoul d be
all owed. Even with what M. Kennedy just stated on
the record, it doesn't neet the requirenment of the
rule -- under the rule, that allowi ng M. Sananiego to
make any statenent as a fact w tness woul d
substantially prevent waste, protect correlative
rights, or public health, or the environnment.

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

| amtrying to differentiate between being a party of
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record and a party that intervenes to protect
correlative rights. Now, the rules are very specific.
As you say, for parties to present evidence, you have
to file pre-hearing statenents, you have to follow the
pre-hearing order, which | filed, and then anmended in
this case.

And obviously, M. Kennedy and
M. Samani ego are not doing that. And that's one
thing. So based on that, | would not allow this. But
there's also the rule of intervention. That's a
separate rule. You see, that's why | am consi deri ng
t his.

M5. VANCE: | don't disagree. It seens
very circul ar though, that M. Samani ego woul d be
allowed to intervene by being able to then just cone
up and neke his case in chief on the fly. So again --

THE HEARI NG EXAM NER: And | understand
your point, but I think the intervention severely
limts a person who intervenes, their case. But |
still think it allows themto enter sone evidence
saying that "lI've got to protect correlative rights,
or prevent waste." So unless there's sonething you
can point to that says that that's wong, | feel |ike
| agree with M. -- what M. Savage said, is | think

we have a threshold i ssue here.
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And | think, you know, we have Al pha's
experts here, who have done all sorts of title

research, and they're saying, "no, no working interest
here. Nothing to protect -- no correlative rights to
protect.”

Now, | think it's only fair for nme to
all ow M. Samani ego. So M. Kennedy, now you are
muted, sir. So you m ght want to --

MR. SAVAGE: M. Hearing Exam ner
can -- may | please just provide sone additional
comment? And it concerns the consequences of
M. Kennedy i ntervening.

THE HEARI NG EXAM NER: Yes, go ahead.

MR. SAVAGE: Ckay. So what's
i nteresting about the rules from-- is that the rules
do not find what the party of record is. That
Is -- it is totally silent. It is -- there's parties
to the adjudication, and you can becone a party to the
adj udi cation by entry of appearance that you're
entitled to, or you can becone a party to the
adj udi cation by the intervention.

| think that either way, you wll
become a party of record, and you'll be subject to the
jurisdiction for the full scope of the eval uation.

Now, we have a notion in play right now, and it is a
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notion to conpel Samani ego or Anmerican Energy
Resources to plug that well, because that is the only
remai ni ng obligation that we see that Anerican Energy
Resour ces has.

So once M. Kennedy makes the argunent
and becones -- and intervenes on this, they becone
under the jurisdiction of the OCD. That notion shoul d
be deci ded upon. And he may risk being forced to plug
that well under the criteria of that notion.

THE HEARI NG EXAM NER:  Your npotion to
conpel The Division to take a | egal action is outside
t he scope of today's evidentiary hearing. You have
not filed any exhibits that go to that. You have
cited to The Division's records, which show
vi ol ati ons.

I"'mwell aware of that, but that is a
separate issue in ny mnd, right now, on whether or
not M. Kennedy can call his party and introduce
evi dence that you can rebut, if necessary.

MR. SAVAGE: A fair assessnent. |
think that's a fair assessnent. W will be filing a
application for a hearing to address the --

THE HEARI NG EXAM NER: Fi ne.

MR. SAVAGE: -- plugging of the well.
Thank you.
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THE HEARI NG EXAM NER: So M. Kennedy,
and you are nuted again. W have to keep nuting you
because -- do you have nultiple m crophones going on
I n your roomright now?

MR. KENNEDY: No, | have nothing el se
goi ng on.

THE HEARI NG EXAM NER:  Ckay. Al
right. So M. Kennedy, are you are going to call your
W t ness and have himsworn in?

MR. KENNEDY: Yes, please.

THE HEARI NG EXAM NER:  All right.

M. Samani ego, wll you turn on your
canera so | can see you?

MR. SAMANIEGO | don't have a canera.

THE HEARI NG EXAM NER:  Wel |,

M. Samani ego, | generally don't swear in people who |
can't see. One of ny jobs --

MR. KENNEDY: -- physically together,
obvi ousl y.

THE HEARI NG EXAM NER: "' msorry, what,
M. Kennedy?

MR. KENNEDY: We're not physically
t oget her, obviously.

THE HEARI NG EXAM NER:  All right.

Well, M. Samani ego, the reason | don't
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generally swear in people who | can't see is because
one of the jobs | have, and M. MClure has, is to
wat ch someone testify, and determ ne whether or not we
find them credible.

And that's a |arge part of our job here
i n the hearing bureau, and the technical bureau is to
observe people's manneri sns, how they speak, what they
say. Because credibility goes a long way toward the
wei ght of the evidence that you're going to give.

So if I swear you in and | can't see

you, I'mgoing to tell you now, that what -- the
wei ght that | give your testinony is going to be | ower
than if | can see you. |Is that understood?

MR. SAMANIEGO. This is nmy first tine.
Yes, | under st and.

THE HEARI NG EXAM NER: Ckay. Would you
rai se your right hand pl ease?

MR. SAMANI EGO.  Yes, sir
VWHEREUPOQN,

JONATHAN SAMANI EGO,

call ed as a witness and having been first duly sworn
to tell the truth, the whole truth, and not hi ng but
the truth, was exam ned and testified as foll ows:

THE HEARI NG EXAM NER: M. Kennedy?

MR. KENNEDY: Yeah.
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DI RECT EXAM NATI ON
BY MR. KENNEDY:
MR. KENNEDY: Tell us your nane,
pl ease?
MR. SAMANI EGO  Jonat han Sanmani ego.
MR. KENNEDY: And what's your
relationship to Anerican Energy Resources LLC?

MR. SAMANI EGO. Representative of the

entity.

MR. KENNEDY: I'msorry. | can't hear
you.

MR. SAMANI EGO Representative
of -- representative of the entity.

MR. KENNEDY: Yeah. This isn't -- |I'm
sorry. This isn't working. |Is this a problemon ny
end?

THE HEARI NG EXAM NER:  No, | agree,
M. Kennedy. |It's hard to hear what M. Samani ego is
saying. |It's -- and | can't -- obviously, | can't
read his lips, so yeah. |It's a problem

MR. KENNEDY: All right. Well, |
guess, I'll just have to forego the offer of
testi nony.

THE HEARI NG EXAM NER:  All right.
Thank you, M. Kennedy.
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Al right. M. Savage, there is no
case in chief from M. Sanmani ego. So do you
under st and what we need from you?

MR. SAVAGE: | do.

THE HEARI NG EXAM NER: W have a date
of the 15th, close of business.

MR. SAVAGE: Yes.

THE HEARI NG EXAM NER: | s there
anything further on this case?

MR. SAVAGE: No, sir.

THE HEARI NG EXAM NER:  All right.

We thank you, M. Kennedy.

Thank you, Ms. Bennett. | know you're
t here somewhere. You're hidden, but you're there.

We are off the record in this case.
We're in recess.

Ckay. |I'mnow calling the second case
today, and that is Case Nunber 24963. Entries of
appear ance, pl ease?

M5. VANCE: Good afternoon, M. Hearing
Exam ner. Paula Vance with the Santa Fe office of
Hol | and & Hart on behalf of Permian. And | did want
to ask, do you mind if we take a very short break?

THE HEARI NG EXAM NER:  Five m nutes?

M5. VANCE: Yes, please.
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THE HEARI NG EXAM NER: Go ri ght ahead.

M5. VANCE: Thank you.

(OFf the record.)

THE HEARI NG EXAM NER: It is 12:51.
We're back on the record.

M. Kennedy, did you speak with your
client?

MR. KENNEDY: | did, and |I'm not going
to appear in this one, and | don't think they are
ei ther.

THE HEARI NG EXAM NER: COkay. \Very
good. Thank you. Have a good day, sir.

MR. KENNEDY: Thank you.

THE HEARI NG EXAM NER: Thank you.

Okay. M. McClure. | see you're ready
to go.

Al right. M. Vance?

MS5. VANCE: Well, good afternoon. Just
based off of what M. Kennedy said, it sounds |ike
he's not appearing, but neither is M. Samaniego.

THE HEARI NG EXAM NER: That's what it
sounds |ike.

MS. VANCE: So if that's the case, |
will just briefly explain our revised hearing

exhi bits. You know, we've had -- just revisiting
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where we were the last tinme, there was this issue of
title. Perm an does not believe that M. Samani ego
owns an interest.

But that being said, out of an
abundance of caution, we did include himon the
pooling exhibit. And so, you know, we woul d be happy
to nmove forward --

THE HEARI NG EXAM NER: By affidavit?

MS. VANCE: -- by affidavit today, if
we can.

THE HEARI NG EXAM NER:  Now, if there
was an objection that has not been w thdrawn, though,
we woul d have to have the party state that they're
wi thdrawn their objection. Do you know if there's a
written objection?

MS5. VANCE: There was. He
did -- M. Samaniego did file an objection.

THE HEARI NG EXAM NER:  So do you want
to ask him if he's there, and if he's going to
w t hdraw his objection?

MS. VANCE: Sure.

s M. Samani ego avail able, or on the
line, and if you are, do you plan to w thdraw your
obj ecti on?

THE HEARI NG EXAM NER: | don't
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know -- why don't you -- so you have two w tnesses;
right?

MS. VANCE: Well, | nean | -- if we're
just going to go by self-affirmed statenment or hearing
by affidavit, then | would just want to confirmthat
our geologist is on the line, which I believe he is,
and -- you know, in case there are any questions for
M. Cheswort h.

So it would just be those two
W t nesses, M. Christian -- Collin Christian, and
M. Tyler Chesworth. The other witness that |
previously discussed with you did you --

THE HEARI NG EXAM NER: Dupui s?

MS. VANCE: -- is related to the
rebuttal exhibit we included.

THE HEARI NG EXAM NER: Oh, | see.

M5. VANCE: So he wouldn't -- if
M. Samaniego is not here, and we're allowed to nove
forward by a self-affirnmed statenent, then we have no
Wi t nesses to swear in.

THE HEARI NG EXAM NER: Wl |, we have an
objection. | nmean, procedurally, | don't know how I
can get around the fact that we have an objection. |
mean, whether or not M. Sanmaniego is even

participating today, | don't know where it says in the
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rules that just because a party doesn't participate,
that means you get to go by an affidavit.

| mean, | -- so | think you should just
put on your case the way you were going to; put on
your case in chief, and see what happens. That's what
| woul d suggest.

MS. VANCE: Well, | believe that you
allowed himto intervene. And if -- | may need to
| ook to double check that. But | believe what the
record shows is that you allowed himto intervene.
But under the intervention rules, it does allow you to
strike the intervention. And --

THE HEARI NG EXAM NER: Now, | all owed
himto intervene because you called two | andnen as
w t nesses, and they contradicted each other.

M5. VANCE: We only had one | andnan.

THE HEARI NG EXAM NER: If this is the
case I'mthinking of, when | allowed M. Samaniego to
I ntervene, you had objected to his intervention. You
have filed an affidavit that said he does not own an
I nterest.

And then he provided a docunent, and
you did sone research, and you said, "You know what ?"
Or your second wi tness, your |and w tness, who was not

the sane as the first witness said, "You know we
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can't tell. There's gaps in the title, but we can't
definitively tell you he does own an interest.”

And that's when | said, "I'mgoing to
deny your notion to strike this intervention." So
he's still here.

MS. VANCE: Okay. And you are correct.
It wasn't a |l andman. It --

THE HEARI NG EXAM NER:  Oh. It wasn't?

M5. VANCE: It wasn't.

THE HEARI NG EXAM NER: | thought it
was.

M5. VANCE: | forget David's --

THE HEARI NG EXAM NER: lt's okay.

M5. VANCE: -- title. Either way,
we -- yes, there was sonme back and forth. But now we

do have the rebuttal exhibit that
di scusses -- disputes that interest. So if we do want
to go ahead and nove forwards?

THE HEARI NG EXAM NER: | do.

M5. VANCE: Yes. GCkay. So | would
just ask. | believe | discussed with you earlier this
norning that we filed at that rebuttal exhibit,
Rebuttal Exhibit 1. So that is in the record, and I'm
going to pull it up.

THE HEARI NG EXAM NER:  Wbul d you |ike
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to -- first of all, would you |like to make a one
m nut e openi ng statenent?

MS. VANCE: Sure.

THE HEARI NG EXAM NER:  You don't have
to. Do you want to?

M5. VANCE: | think that our exhibits
can -- we'll just rely on our exhibits.

THE HEARI NG EXAM NER: So the answer's
no. All right. Now, |let ne |ook at your exhibit
packet. Let's see if we can get it admtted through
| ack of objection. Let nme get to your case. Ckay.
Ms. Vance, what is the case nunber?

MS5. VANCE: It is 24963.

THE HEARI NG EXAM NER: Ckay. Very
good. And when did you file your pre-hearing
statenent and exhibit list?

M5. VANCE: | believe it was | ast
Tuesday.

THE HEARI NG EXAM NER: The 26th? |
think it's the 26th.

M5. VANCE: Yes, it was the 26th.

THE HEARI NG EXAM NER: Very good. So
l et me | ook at Notice of Revised Exhibits. That's it?

MS. VANCE: Yes.

THE HEARI NG EXAM NER:  Ckay.
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MS. VANCE: And then the rebuttal was

filed this norning.

THE HEARI NG EXAM NER:  ['Il | ook at
that in just a nonment. So when you say "revised
exhibits,"” does this -- give ne a little procedural

hi story on this? Did we start this hearing already?
MS. VANCE: No, we did not. W filed
our -- we filed the hearing packet and pre-hearing
statenent for -- believing we were going to be able to
nove forward by affidavit. And | believe it was
maybe, |ike, the day before the hearing that
M. Samani ego and AER filed their entry of appearance.
THE HEARI NG EXAM NER:  So these revised
Exhibits, A, C and C2, are these all of your exhibits?
So you have literally three exhibits, plus the
rebuttal ?
(Exhibit A and Exhibit C were marked
for identification.)
MS. VANCE: No. So it's a revised
Exhibit A So we updated the Conpul sory Pooling
Checklist to show that Anmerican Energy and Jonat han
Samani ego were either entries of appearance or
I nt erveners.
And then | did update M. Christian's

self-affirnmed statenent, addressing the issue in
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Par agraph 8, regarding the interest at issue. And
then al so updated the pooling exhibit accordingly.

THE HEARI NG EXAM NER:  So | ooking -- so
there's a table of contents here. Here we go. Ckay.

MS. VANCE: And it has all of the other

exhibits.

THE HEARI NG EXAM NER: | didn't see
that until | went further nuch further down. [|'m on
Page 5, now. | see your Revised Exhibit A, your

Exhibit B, your Revised Exhibit Cwth sub parts. |
see your Exhibit Dwth sub parts, and E and F. Are
you asking to have theminto evidence?

(Exhibit B, Exhibit D, Exhibit E, and

Exhi bit F were marked for

i dentification.)

MS. VANCE: Yes.

THE HEARI NG EXAM NER: COkay. Are there
any objections to these exhibits?

Not hearing any, these exhibits are
admtted to evidence.

(Exhibit A, Exhibit B, Exhibit C,

Exhi bit D, Exhibit E, and Exhibit F

were received into evidence.)

Now, |let me take a | ook at your

rebuttal exhibit that was filed, | guess, yesterday,
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or just today, actually.

M5. VANCE: This norning.

THE HEARI NG EXAM NER:  And it | ooks
like -- and it was sent to M. Sanmani ego?

MS. VANCE: Yes.

THE HEARI NG EXAM NER: By email ?

MS. VANCE: Yes.

THE HEARI NG EXAM NER: Ckay. By email.
And this is a -- oh, | see. And this is M. Dupuis
Jr., atitle attorney not previously testified, as a
petrol eum | andman expert before this Division. And
what is he saying here on his self-affirnmed statenent?

M5. VANCE: Let ne go back, because |
realize that's an oversight on ny part. He needs to
be accepted as a title attorney.

THE HEARI NG EXAM NER: Exactly.

M5. VANCE: So that -- we can file a
revised statenment for him But essentially this does
a very quick overview of what he | ooked at to cone to
his determ nation, which is described in Perm an
Rebuttal Exhibit 1.

Essentially, you know, and I'm not a
title attorney, but a conveyance was nade. |t
required a -- both parties, a married couple, both

I ndi viduals to sign, and only one signed, making the
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conveyance invalid.

THE HEARI NG EXAM NER:  All right. So
| et me ask you a question about how you want to
proceed here. You have in -- altogether, three
W tnesses, it sounds I|ike?

MS. VANCE: Yes.

THE HEARI NG EXAM NER: COkay. Two have
previously been qualified as experts --

MS. VANCE: Yes.

THE HEARI NG EXAM NER: -- before this
Division in the fields that you are offering them
And then we have M. Dupuis. |Is M. Dupuis wth us
now?

M5. VANCE: | believe so, but
M. Christian may need to give hima quick call --

THE HEARI NG EXAM NER:  Ckay.

M5. VANCE: ~-- to get himon the |ine.

THE HEARI NG EXAM NER: Ckay. \While
you're doing that, --

M. MClure, | don't know if you've had
a chance to | ook over all of these exhibits, including
the late-filed rebuttal exhibit fromearlier today, a
few hours ago. WII you have any questions for any of
the witnesses?

MR. MCCLURE: | w |l have questions for
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the landman. |'mreading the rebuttal exhibit right
NOW.

THE HEARI NG EXAM NER: Ckay. Perfect.

So Ms. Vance, can you -- is it
M. Collin Christian?

MS5. VANCE: Collin Christian.

THE HEARI NG EXAM NER:  Col l'in
Christian, can we get himon the screen?

MR. CHRI STIAN: 1'm here.

THE HEARI NG EXAM NER: M. Christi an,
we do want to hear from M. Dupuis, so if you' re able
to send hima nessage, or whatever you're going to do
to make him avail able. How | ong would that take?

MR. MCCLURE: | just gave a call, and
this link, as well. | believe he can hop on.

THE HEARI NG EXAM NER:  All right. Very

good. Now, | can't see you. Can you npbve your canera
down, or sit not in front of the bright -- yeabh,
that's better. | -- or nove away fromthe w ndow a

bit. Maybe the brightness of the windowis what's
maki ng you so dark. Because | --

MR. MCCLURE: Yeah.

THE HEARI NG EXAM NER: A little better.
Can you go a little further? The other way, sir.

That's it. Keep going. It's alittle better. Stay
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there, please. Wuld you raise your right hand
pl ease?
VWHEREUPOQN,

COLLI N CHRI STI AN,
called as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothing but
the truth, was exam ned and testified as foll ows:

THE HEARI NG EXAM NER: Wbul d you state
and spell your name for the record?

MR. CHRI STIAN: Collin Christian,
COL-L-I-NGHRI-ST-1-A-N.

THE HEARI NG EXAM NER: Ckay. And you
have previously been qualified as a expert in what,
before this Division?

MR. CHRI STIAN: Petroleum | and matter.

THE HEARI NG EXAM NER: Land matters.
Okay. You can put your hand down.

Ms. Vance, did you want to have him
adopt his exhibits and make any corrections before
M. ©MClure begins his cross-exam nati on?

M5. VANCE:. Yes. G ve ne just one
second. M standard batch of questions set up here.
Sorry.

/1
/1
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DI RECT EXAM NATI ON

BY MS. VANCE:

MS. VANCE: M. Christian, you've
al ready stated your nane. By whom are you enpl oyed,
and in what capacity?

MR. CHRI STI AN:  Perm an Resources,
operating as a senior | andman.

M5. VANCE:. And, M. Christian, your
volume is really, really | ow

MR. CHRISTIAN: Sorry. |Is that any
better?

MS. VANCE: Yeah, that's a little bit
better.

MR. CHRISTIAN: Sorry. |'ll nove ny
| aptop a little bit.

M5. VANCE: OCkay. And you've already
confirmed you previously testified before The
Di vi si on, and your credentials have been accepted as a
matter of record as a | andman; correct?

MR. CHRI STIAN: That is correct.

M5. VANCE: And you're famliar wth
the applications filed in these -- in this case?

MR. CHRI STIAN: That is correct.

M5. VANCE: And you're famliar with

the lands within the proposed spacing unit?

Page 186

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



© 00 N oo o b~ W N P

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

MR. CHRI STIAN: That is correct.

M5. VANCE: And you prepared a witten
testinmony in advance of today's hearing?

MR. CHRI STIAN: That is correct.

M5. VANCE: And that's marked as
Perm an Revi sed Exhibit C, and then Sub Exhibits C1,
Exhibit C2, and then Exhibit C3 and C four; is that

correct?

MR. CHRI STIAN. That is correct.

M5. VANCE: OCkay. Do you have -- and
the -- you statenent and your exhibits, they were
prepared in connection -- or your exhibits were

prepared in connection with your testinony; is that
correct?

MR. CHRI STIAN. That is correct.

M5. VANCE: OCkay. And do you have any
corrections or nodifications to either your testinony
or exhibits?

MR. CHRI STIAN: | do not.

M5. VANCE: Okay. And do you adopt
your witten testinony and the exhibits under oath?

MR. CHRI STI AN: | do.

MS. VANCE: All right.

M. Hearing Exam ner, | would request

that M. Christian's statenment and exhi bits be
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accepted into the record.

THE HEARI NG EXAM NER:  They are.
Everything's been admtted into evidence already.

MS. VANCE: On.

THE HEARI NG EXAM NER:  So M. MCl ure,
your questions for M. Christian?

MR. MCCLURE: Oh. Thank you,
M . Hearing Exam ner.

CROSS- EXAM NATI ON

BY MR. MCCLURE:

MR. MCCLURE: M. Christian, |I'm
| ooki ng at Page 22 of 47 of your anended exhi bit
packets, or | should say Perian's anended exhi bit
packet s.

MR. CHRI STI AN: 22 of 47?

MR. MCCLURE: That's correct, sir.
This should be, kind of, the end of your sunmary of
wor ki ng interests and pool ed person list?

MR. CHRI STI AN:  Yes.

MR. MCCLURE: Yeah, it |ooks |ike that
Ms. Vance has it on the screen.

MR. CHRI STIAN. Yes. | have it pulled
up as wel | .

MR. MCCLURE: And you see the four

persons that's listed at the bottomof this, starting
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with American Energy Resources LLC, and Jonat han
Samani ego?

MR. CHRI STI AN:  Yes.

MR. MCCLURE: The other three persons
on this list, how are they related to this case?

MR. CHRI STIAN: So these three people
tied back to the tracts that M. Samani ego was
originally claimng an interest, in the prior hearing
we had over this. Wen we conducted further title on
that tracts, it becane aware to us that these three
ot her people also owned in that tract.

And so we are anending the exhibits to
pool these other three people, as we believe they do
own an interest in the space of the other.

MR. MCCLURE: So Kevin Conlin, Rosemary
O Neill, Kevin R Decker; to confirm you believe they
have an interest in this unit; is that correct?

MR. CHRI STIAN. W believe there is a
possibility that they do own an interest in this unit.

MR. MCCLURE: If that's the case, why
are they listed down here with the asterisk saying
"Perman is pooling these parties out of an abundance
of caution"?

MR. CHRI STI AN: Because there is still

title matters pending that need to be resolved to
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clear this interest. So we are pooling them out of

abundance of caution, if the title | eans one way or

t he ot her way.

MR. MCCLURE: Okay. So | guess, so |

understand correctly, there is an interest.

Is there

an interest related to these four persons that needs

to be pool ed?

MR. CHRI STI AN: Yes, there is.

MR. MCCLURE: And at this point, the

guestion is to whether -- which of these persons need

to be pooled for that interest; is that correct?

MR. CHRI STI AN: That is correct.

MR. MCCLURE: s this interest iIncluded

in the table of ownership, directly above?
MR. CHRISTIAN: It is -- it

included in that table, | do not believe.

IS not

MR. MCCLURE: And what is the nature of

this interest that is in dispute, then?

MR. CHRI STIAN: This would be an

unl eased mneral interest in a 0.1 acre tract within

this unit.

MR. MCCLURE: Did you say a 0.8 acres?

| s that what you said? [|'msorry, sir.

MR. CHRISTIAN: Sorry. It is a 0.1

acre tract within this spacing unit.
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MR. MCCLURE: Okay. So 0.1 acres is
what is at pan here?

MR. CHRI STI AN:  Poi nt one.

MR. MCCLURE: s that correct? Yeah,
0.1 acres.

MR. CHRI STI AN:  Yes. Yes, sorry.

MR. MCCLURE: And that 0.1 acres, is it
I ncluded in the Sunmary of Ownership?

MR. CHRI STIAN:. That is not. | do not
believe it's included in the original Summary of
Owner shi p.

MR. MCCLURE: Now, when you say, "the
original Summary of Oanership,"” are you referencing
the one that we're | ooking at on screen here, that's
on Page 21 and 227

MR. CHRI STIAN: That is correct, yes.

MR. MCCLURE: Okay. And the persons at
pan, would it be accurate to say that either Anerican
Ener gy Resources owns it, or else the other three
persons own it; is that accurate?

MR. CHRI STIAN. We've done title on the
tract, and we do not believe Anerican Energy Resources
owns it. But as | nentioned, or possibly these other
parties -- but as | nentioned, we're pooling them out

of abundance of caution, and knowi ng that there's
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potentially a title dispute here.

MR. MCCLURE: Okay. So in this title
di spute, who is the other person that's not |isted
here -- or persons, that may be the actual owners?

Are they listed here sonmewhere?

MR. CHRI STIAN: Yes, these -- these are
t he persons, here.

MR. MCCLURE: Okay. Maybe | didn't
understand your answer. So let nme ask my question
again in a different manner, | guess. \What are the
two possible sides of this interest dispute?

MR. CHRI STI AN: The possi bl e sides here
are Anerican Energy Resources is claimng 100 percent
interest in this tract. W got updated -- we got a
title opinion rendered show ng that they do not own an
interest in this tract, because of a quit claimdeed
did not have proper signature.

So we believe that it's a possibility
that the three individuals |listed under Anerican
Ener gy Resources own this 0.18 tract is --

MR. MCCLURE: Okay. Thank you, sir.
Yeah, that was -- yeah. [|'Il|l probably do better
aski ng question. That was actually what | was | ooking
for there. GCkay. Thank you, sir. Not done with

questi ons, though.
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If | can direct to your attention to
Page 30 of 47. That's on the anended -- yeah, this
shoul d be a sunmary of your -- oh, Ms. Vance got it up
for us. Yeah, the Summary of Conmuni cati on. Sir, are
you with nme, here?

MR. CHRI STIAN: Yes, | am

MR. MCCLURE: Okay. On this bottom
entry that you have for Septenber 24th of 2024, you
reference "ongoing email and tel ephone correspondence
with uncomm tted working interest owners and offers
made to unl eased mneral interest owners.” Do you see
what |'mreferring to?

MR. CHRI STI AN:  Yes.

MR. MCCLURE: Do you have avail able the
actual breakdown of the individuals that these
conmmuni cati ons was sent to, and the dates of those?

MR. CHRI STI AN: | don't have it,
probably, readily available, but I do have ennil
correspondence back and forth with individuals that
have taken place fromthis date all the way until
t oday, probably. So.

MR. MCCLURE: Okay. |If I tell you |I'm
going to want to see a breakdown of those
conmuni cations, do you understand what |'m asking for?

MR. CHRI STI AN: Yes, | do.
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MR. MCCLURE: Okay. | believe there's
a typo on one of your Cl102s, but let me draw your
attention to, and ask you. Looks like |I have a note
for Page 17 of 47.

MR. CHRI STI AN:  Yes.

MR. MCCLURE: |If you can zoomin on
that -- or if M. Christian can see if, then that's
cool .

Do you see in Section 12 where one of
the entries still say 330 feet fromthat quarter |ine?

MR. CHRI STI AN:  Yes, | do.

MR. MCCLURE: Do you believe that's a

typo, or is that correct?

MR. CHRI STI AN: | believe that's a
typo, as this wellbore would stay -- it's currently
pl anned to be within 320 -- | nmean, three 30 feet of

the 1320 line fromthe south. So | believe that that
s a typo.

MR. MCCLURE: Okay. Thank you, sir.

M. Hearing exam ner, | don't have any
further questions, but | amgoing to want a correction
from Ms. Vance.

THE HEARI NG EXAM NER: Ckay. So you're
finished with this witness; is that right?

MR. MCCLURE: | am M. Hearing
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Exam ner.

THE HEARI NG EXAM NER: Ckay. Are there
any other wi tnesses that you're going to want to
questi on?

MR. MCCLURE: | do not believe | wll
have any ot her questions for any other wtnesses,
M. Hearing Exam ner.

THE HEARI NG EXAM NER: \What about
M. Dupuis? | don't know how to say his nane
properly.

MS. VANCE: Dupuis.

THE HEARI NG EXAM NER: It is Dupuis?

M5. VANCE: | believe so.

THE HEARI NG EXAM NER:  Ckay.

s - he's --

MS. VANCE: M. Christian can correct
me if I'"'mwong. Sorry.

THE HEARI NG EXAM NER: He's the
gentl eman who filed the rebuttal exhibit. Did

you -- you don't think you'll have a question for hinf

MR. MCCLURE: | read through about 95
percent of it. | do not believe, | do not believe I
wi Il have any questions for him

THE HEARI NG EXAM NER: Perfect.
M. -- Thank you, M. Christian.
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You' re excused.

M. Dupuis, are you with us now?

MR. DUPU S: Yes, sir. | sure am
THE HEARI NG EXAM NER: Ckay. |'m going
to wait 'til | can see you.

MR. DUPU S: One nonent.

THE HEARI NG EXAM NER: | can see you
now. Okay. Wuld you raise your right hand pl ease?
VWHEREUPOQN,

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

THE HEARI NG EXAM NER: Wbul d you state
and spell your name for the record?

MR. DUPU S: Janes Dupuis D-U-P-U-1|-S.

THE HEARI NG EXAM NER: How do you say
your | ast name?

MR. DUPUI S: Dupui s.

THE HEARI NG EXAM NER: Dupuis. Ckay.
Perfect. You're seeking to be admtted as an expert
before this Division; is that correct?

MR. DUPU S: Yes.

THE HEARI NG EXAM NER: Ckay. Good. In
what field?
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MR DUPUS: I'ma title attorney.

THE HEARI NG EXAM NER: Ckay. \Very
good. Can you briefly sunmarize your education and
wor k experience that go toward that field?

MR DUPUS: Sure. I'ma -- a 2001
graduate at -- at |aw school, and |'ve been practicing
title exam nation since 2002, exclusively.

THE HEARI NG EXAM NER:  All right.
That's good enough for nme. You are hereby admtted as
atitle attorney expert before this Division.

Now, do you want -- do you have any
questions for him or do you want ne to ask questions?

M5. VANCE: | will make him avail abl e
for questioning. | don't have any questi ons.

THE HEARI NG EXAM NER: Do you -- you
filed a exhibit with this -- in this case, did you
not ?

MR. DUPU S: Yes, sir.

THE HEARI NG EXAM NER: Ckay. Did -- do
you adopt that under oath, here today?

MR. DUPU S: Yes, | do.

THE HEARI NG EXAM NER: Ckay. Is it
accurate?

MR. DUPU S: Yes, it is.

THE HEARI NG EXAM NER: Ckay. Do you
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have any corrections to make?

MR. DUPU S: No, | don't.

THE HEARI NG EXAM NER: Ckay. And can
you tell nme what your conclusion is? Wat is your
expert opinion?

MR. DUPU S: Sure. | was asked to
opine on the validity of a -- of a deed from-- was
M. Bradley Light of Cavern City Ci nemas, and |
determ ned that the deed is nost likely void. And
that's apparently the deed that M. Samaniego is
claimng through and under.

THE HEARI NG EXAM NER:  And why is it --

MR. DUPU S: So that's how --

THE HEARI NG EXAM NER: Ckay. Thank
you. And why is this nost |ikely void, in your own
wor ds?

MR. DUPU S: M. Bradley acquired his
interest in nultiple deeds at a tine that he was
presumably married, as far as we can tell. And so the
property was presunptive of the conmunity property,
but the deed out of M. Bradley didn't contain his
w fe's signature.

And according to New Mexico |aw, the
wife's signature is -- is valid, otherw se the deed

Is -- 1s void.
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THE HEARI NG EXAM NER: | see. Ckay.
Thank you very nuch.

M. MCure, ay questions for this
W t ness?

MR. MCCLURE: | have no questions for
this witness, M. Hearing Exam ner.

THE HEARI NG EXAM NER:  Thank you
M. MCure.

Ckay. Ms. Vance, any questions based
on what | asked?

MS. VANCE: No.

THE HEARI NG EXAM NER:  All right.

And we don't have any other evidence to
rebut that because M. Samani ego decided not to
participate today. So | don't believe I need to
strike an intervention. |It's shown by your wtness
that M. Samani ego owns no interest in this case.

M5. VANCE: And just to confirm don't
need to strike because there's no reason for himto
I nt ervene. But also, it sounds like you don't need to
strike his objection because it's basically npot at
this point.

THE HEARI NG EXAM NER:  Yeah. It's not
based on a valid reason.

M5. VANCE: Okay. Thank you.
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THE HEARI NG EXAM NER: Ckay.

So M. McClure, with all that said, do
you have anything that you need Ms. Vance to submt or
Is this case finished and we take under advi senent?

MR. MCCLURE: M . Hearing Exam ner, |
wi Il need additional stuff from Ms. Vance. Also, upon
| ooking at the notice list, | do have another question
that Ms. Vance m ght be able to answer, or potentially
m ght need to ask M. Christian about it, if she can.

THE HEARI NG EXAM NER: Let's get
M. Christian back, since he's sworn in.

M. Christian?

MR. CHRI STIAN: |'m here.

THE HEARI NG EXAM NER: Ckay. Go ahead,
M. MC ure.

MR. MCCLURE: Thank you, M. Exani ner.

M. Christian. |I'mlooking at the
persons that were noticed of this application,
starting on Page 42 of 47. Do you know if any of
t hese four persons that we were tal king about earlier,
t hat being Anerican Energy Resources, Kevin Conlin,
Rosemary O Neill, and Kevin Decker; do you believe any
of these four individuals were provided notice of this
appl i cation?

MR. CHRI STI AN: | believe notices were
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sent to them when we anended this, but I wll defer to
Ms. Vance.

M5. VANCE: M. Hearing Exami ner, | can
answer that.

M. Technical exam ner.

So we actually have another case that's
on the March 13th docket, which is the Wl fcanp, the
Caveman Wbl fcanp case, which we do have an order for
And we -- based off of what happened in this case at
the | ast hearing, we ended up providing notice to
those parties out of an abundance of cauti on.

But taking into consideration the
deci sion that was just nade by the Hearing Exam ner
that we don't need to strike the intervention, or
stri ke the objection of M. Samani ego, or AER, or any
of these parties, notice to themis irrelevant at this
poi nt, because even though we're pooling them out of
an abundance of caution, notice isn't really required
because they're not affected parties.

And if there ends up being a need to
pool them |l ater on, based on anything M. Samani ego
brings to a district court, then we can cone back and
pool them But -- and either way, M. Samani ego, he
recei ved notice because he showed up to the hearing.

THE HEARI NG EXAM NER: Ckay. |Is
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t hat --

M. MCure, have you given Ms. Vance
the list that -- of things you need?

MR. MCCLURE: One of the things |I need
Is the working interest, the Summary of Interest to be
corrected, based upon or w tness, her |andnman. Today,
there's a 0.1 acres that's not in there, and that is
I nterest that belongs to a set, at |east four persons.
That's the reason |'m asking about notice; nothing to
do intervention.

THE HEARI NG EXAM NER: Ms. Vance?

MS. VANCE: Yes. | nean, we can foll ow
up with notice. W can provide a revised hearing
packet for the notice.

THE HEARI NG EXAM NER:  For the notice?

I s that what you're asking, M. MCure
for the notice?

MR. MCCLURE: Well, no, | was asking
for the interest, but |I want to confirmthat notice
was provided to these persons. So | don't know if
Ms. Vance is saying it was, and it's not -- |I'msorry.
Go ahead, M. Hearing Exam ner?

THE HEARI NG EXAM NER: No, but what you
sai d before about what you wanted didn't sound |ike

what Ms. Vance said, and that's why |'m addressing it
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agai n.

Ms. Vance, | think he wants a table
that shows that 0.1 acre that was brought out here in
cross-exam nation today. That was -- it's omtted
fromyour exhibit. He wants that, plus | think he
wants to see that notice was provided to that owner of
the 0.1 acre.

s that right, M. MC ure?

MR. MCCLURE: That is correct,

M . Hearing Exam ner.

THE HEARI NG EXAM NER:  Is there
anyt hing el se besides those two things that you want
amended?

MR. MCCLURE: Yes, there is,

M. Hearing Exam ner.

THE HEARI NG EXAM NER: Pl ease?

MR. MCCLURE: Ms. Vance, if you happen
to have a pen and paper in front you --

MS. VANCE: | do. And | believe |
al ready know what you want, which is a revised C102
and a revised Chronol ogy of Contacts.

MR. MCCLURE: | want a revised C- 102,
and revised C Pack, Revised Sunmmary of Contacts, and a
Revi sed Working Interest -- or excuse ne, |nterest

Oaner shi p.
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M5. VANCE: Can you explain or -- |'m
not trying to ask, but I'mjust confused why we need a
revi sed conpul sory pooling checklist?

MR. MCCLURE: Well, with -- probably
because you didn't let me finish. | was asking if you
had pen and paper handy for a pool, and pool code,
because the pool is incorrect.

M5. VANCE: Okay.

MR. MCCLURE: The correct pool should
be "Esperanza; Bone Spring." The pool code is 97755.

MS. VANCE: | have that.

MR. MCCLURE: Okay. |If we want to
correct the C Pack to include that, in addition to
that, revise the C-102 to include it, and correct
that, where it has 330 feet listed there in that one
ar ea.

M5. VANCE: GCot it.

MR. MCCLURE: Ckay. And then did you
understand what | was referring to in regards to the
| nterest Ownership Sunmary?

M5. VANCE: Yes, and | wll confer with
M. Christian on that.

MR. MCCLURE: Ckay. And it's, of
course, in the party's discretion, but if there is a

0.1 acres that the party intends to force pool
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sonmebody of, it seens |ike the nore accurate
description of why we're force pooling themis because
that's 0.1 acres, rather than out of abundance of
caution.

M5. VANCE:. We can provide a
descri ption.

MR. MCCLURE: Okay. Sounds good.
Because it sounds like, to ne, that it's -- you're
doi ng both warnings out of abundance of caution, but
it's going to be either one group or the other group.
| s that your understanding as well, M. Vance?

M5. VANCE: Can you re-ask the
question, so | understand?

MR. MCCLURE: Ckay. Well, ny current
understanding, fromtal king to your |andnman, was t hat
that 0.1 acres needs to be force pooled. The question
at this tinme is, are we force pooling this set of
three persons, or are we force pooling M. Samani ego?
That was ny understanding. Now, if that's not

correct, then --

MS. VANCE: | believe that's --
MR. MCCLURE: -- please make ne aware.
MS. VANCE: -- that's correct.

MR. MCCLURE: Okay. Then when you

revise your interest owner table, if we could make a
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better description of why you' re asking to force pool,

potentially, either three of those four people, or the

one on the four people, rather than sinply saying "out
of abundance of caution."

M5. VANCE: We can -- | can do that.
That makes sense.

MR. MCCLURE: Okay. Thank vyou,
Ms. Vance. Then the only other thing | was | ooking
for is to confirmthat these persons were provided
notice. Cbviously, M. Samani ego did show up at
hearing. |'mnot sure what's nost appropriate in
regards to the notice for him

The -- our Hearing Exam ner could maybe

weigh in on that a little bit nore, but I would |ike
to see that notes are provided into these other three
persons if there's a possibility that they're being
force pool ed.

M5. VANCE: | will coordinate with
M. Christian on that.

MR. MCCLURE: Okay. And if they were
not noticed, would it be your intent to task for a
conti nuance to cure notice?

MS. VANCE: Yes.

MR. MCCLURE: Okay. Thank you,
Ms. Vance.
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Thank you, M. Hearing Exam ner. |
think that concludes ny |ist.

THE HEARI NG EXAM NER:  Thank you,

M. MCure.

Ms. Vance, can you give us a tine that
you will -- Ms. Vance a tinmefranme for the anended
exhi bit packet?

M5. VANCE: Yes, | wll say | don't
believe we did the notice on this, because the
assunption was, you know, they didn't own an interest.
So | do need to follow up with M. Christian, and just
coordi nate timefranes.

We provided notice on the other case
that will be heard next week, but yes. Can | -- would
it be appropriate to just follow up with The Exam ner
via -- through email to confirma date? At this
point, there are no party -- other parties involved.
So it seens |i ke we can comuni cate and provide --

THE HEARI NG EXAM NER: It sounds |ike
if you need to deal with notice for a party, sounds
|i ke you're going to need at |east 20 days to deal
with that. And that also sounds |like we're going to
have to put -- do we have to also -- do we have to do
anything, Ms. Vance, or is it just you?

M5. VANCE: It would just be ne.
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You -- The Division has al ready provided public notice
with the information to go to the case file.

THE HEARI NG EXAM NER: But it sounds
li ke we're going to have to cone back on the record to
see if that party objects; Right?

M5. VANCE: Right.

THE HEARI NG EXAM NER:  Ckay. Al
right. So then, with that being said, why don't you
continue this case, which will give you plenty of tine
to get all this other information in. Wy don't you
continue this case for a nonth fromtoday.

Freya, when would be the closest docket
we have in about a nonth?

M5. TSCHANTZ: |Is a special docket

okay?

THE HEARI NG EXAM NER: Yeah, of course
it is

M5. TSCHANTZ: Okay. We have
April 1st.

THE HEARI NG EXAM NER: Ms. Vance,
April 1st?

M5. VANCE: April 1st works.

THE HEARI NG EXAM NER: Seens good to
me.

MS. VANCE: Yes. And | did have one
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foll ow up question.

THE HEARI NG EXAM NER:  Yes?

MS5. VANCE: Since M. Saman
awar e of these, and has had notice, is The
requiring that we also send letter notice
public notice? | believe, at this point,
recei ved noti ce.

THE HEARI NG EXAM NER: M.
do you feel about that?

MR. MCCLURE: | nean, he di

hearing. Having said that, it mght be no

iego is
Di vi si on
to him and

he's

McCl ure, how

d show up at

re

conservative providing witten notice as well. But

the point of the notice is to et himknow of the

heari ng, which he's already aware of.

| don't -- seens |ike nore,
| egal determ nation, for however you want
It, M. Hearing Exam ner.

THE HEARI NG EXAM NER: Than
M. MC ure.

Wy would M. Samani ego nee
notice? Let's change that. You're asking
gquesti on?

MS. VANCE: Yes. | don't b
needs additional notice.

THE HEARI NG EXAM NER:  But

li ke, a
t o handl e
k you,

d addi ti onal
this

elieve he

what -- you

Page 209

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

brought it up. Wat was going through your head why
you t hought he m ght need additional notice?

M5. VANCE: If -- | just want to nake
sure that I'mnmeeting the request from The Techni cal
Exam ner regarding notice. But it appears to ne that
M . Samani ego has received all of the notice he needs.
And so the notice that we would be providing would
just be to the three parties that nmay al so have this
| nterest.

THE HEARI NG EXAM NER:  Ckay.

M5. VANCE: Thank you.

THE HEARI NG EXAM NER: It's your
determ nation. Thank you.

Al right. If there's nothing further,
then we are off the record, at |east for now, until
April the 1st.

And, Ms. Vance, you wll continue your
case '"til April the 1st. And let's give M. MClure
sone tine to review the exhibits. So I'mgoing to
give you a deadline filing your amended hearing packet
for four working days before April 1st.

M5. VANCE: And | will also file a
revised rebuttal to fix M. Dupuis's self-affirned
st at enent.

THE HEARI NG EXAM NER: Per f ect . Thank
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you.

Ms. Vance,

M.

Al right, well, thank you, M. M ure,

Cogswel |, Ms. Tschant z.
We're of f the record.
(Wher eupon, at 1:33 p.m,

proceedi ng was concl uded.)

t he
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CERTI FI CATE

I, JAMES COGSWELL, the officer before whom
the foregoi ng proceedi ngs were taken, do hereby
certify that any witness(es) in the foregoing
proceedi ngs, prior to testifying, were duly sworn;
t hat 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 ny 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 enployee of
any counsel or attorney enployed by the parties

hereto, nor financially or otherwise interested in the

/7

Notary Public in and for the

outcone of this action.

JAVES COGSVELL

State of New Mexico

Page 212

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



© 00 N oo o0 b~ wWw N P

N N N N NN P P P P P P PP PR
o A W N B O © 00 N O O b~ wWw N +—» O

CERTI FI CATE OF TRANSCRI BER

|, STEPHEN SMALE, do hereby certify that
this transcript was prepared fromthe digital audio
recordi ng of the foregoing proceedi ng, that said
transcript is a true and accurate record of the
proceedi ngs to the best of ny know edge, skills, and
ability; that I amneither counsel for, related to,
nor enpl oyed by any of the parties to the action in
whi ch this was taken; and, further, that I amnot a
relative or enployee of any counsel or attorney
enpl oyed by the parties hereto, nor financially or

otherwi se interested in the outcome of this action.

=

STEPHEN SMALE
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