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STATE OF NEW MEXI CO

ENERGY, M NERALS, AND NATURAL RESOURCES DEPARTMENT

O L CONSERVATI ON DI VI SI ON

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

CONSI DERI NG:

Case Nos. 25548, 25547,
25900, 25547, 25548, 25899,
25900, 25900, 25547, 25548,
25899, 25899, 25547, 25548,
25900, 25801, 25746, 25818,
25819, 25820, 25819, 25818,
25820, 25820, 25818, 25819,
25851, 25852, 25852, 25851,
25854, 25860, 25862, 25863,
25862, 25860, 25863, 25863,
25860, 25862, 25886, 25887,
25887, 25886, 25888, 25890,
25878, 25893, 25896, 25897,
25709, 25708, 25770, 25894,
25895, 25804.

25899,
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DATE:

TI ME:
BEFORE:
LOCATI ON:

REPORTED BY:

JOB NO.

HEARI NG
Thur sday, February 26,
8:54 a.m

2026

Heari ng Exam ner Gregory Chakali an

Remot e Proceedi ng
Santa Fe, NM 87501
Geral d Aragon
7791221
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APPEARANCES

ON BEHALF OF SELECT WATER SOLUTI ONS, M LESTONE
ENVI RONMENTAL SERVI CES, MEVWBOURNE O L, PERM AN
RESOURCES, SPUR ENERGY PARTNERS, COG OPERATI NG,
POADERHORN OPERATI NG, PBEX OPERATI ONS, EG. RESOURCES,
AND ADM RAL PERM AN OPERATI NG

DANA HARDY, ESQUI RE (by vi deoconference)

Hardy McLean LLC

125 Lincoln Avenue, Suite 223

Santa Fe, NM 87501

i nfo@ardyncl ean. com

(505) 230- 4410

ON BEHALF OF PILOT WATER SOLUTI ONS SWD, HI LCORP
ENERGY, AND TAP ROCK OPERATI NG
M GUEL SUAZO, ESQUI RE (by vi deoconference)
Beatty & Wozni ak, P.C.
Santa Fe, NM 87505
nsuazo@wener gyl aw. com

(505) 983- 8545
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APPEARANCES (Cont'd)

ON BEHALF OF DEVON ENERGY PRODUCTI ON; MRC PERM AN
COVPANY; OXY USA; MRC DELAWARE RESOURCES, LLC; AND

MATADOR RESOURCES COMPANY:

PAULA VANCE, ESQUI RE (by vi deoconference)

Hol | and & Hart LLP

P. 0. Box 2208

Santa Fe, NM 87504
pmvance@ol | andhart.com

(505) 954- 7294

ON BEHALF OF COG OPERATI NG, MARATHON O L PERM AN, AND

CONOCOPHI LLI PS:

KERI HATLEY, ESQUI RE (by vi deoconference)

ConocoPhi | I'i ps

1048 Paseo de Peralta

Santa Fe, NM 87501

keri. hatl ey@onocophillips.com

(505) 780- 8006
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APPEARANCES (Cont'd)

ON BEHALF OF DESERT RAM SOUTH RANCH AND EOG RESOURCES:

MATTHI AS SAYER, ESQUI RE (by vi deoconference)
Bradf ute Sayer

125 Lincoln Avenue, Suite 222

Santa Fe, NM 87501

mat t hi as@r adf ut el aw. com

(505) 264- 8740

ON BEHALF OF COTERRA ENERGY OPERATI NG, AVANT
OPERATI NG, AND CHEVRON USA:

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

500 Fourth Street Northwest, Suite 1000

Al buquer que, NM 87102

deana. bennett @modral | . com

(505) 848-1834

ON BEHALF OF MEVBBOURNE O L:

JI M BRUCE, ESQUI RE (by videoconference)
Janmes Garrett Bruce Attorney at Law
PO Box 1056

Santa Fe, NM 87504

j amesbruc@ol . com

(505) 982-2043
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APPEARANCES (Cont'd)
ON BEHALF OF CONCHO O L AND GAS AND COG
OPERATI NG.
BENJAM N HOLLI DAY, ESQUI RE (by vi deoconference)
Hol | i day Energy Law Group
107 Kat herine Court
San Antonio, TX 78209
ben@ heener gyl awgr oup. com

(210) 469-3187

ON BEHALF OF EOG RESOURCES:
JORDAN KESSLER, ESQUI RE (by videoconference)
EOG Resources
125 Lincoln Avenue, Suite 213
Santa Fe, NM 87501
j ordanl eekessl er@mail.com

(505) 827-4262

ON BEHALF OF MEWBOURNE Ol L:
RAYLEE STARNES, ESQUI RE (by videoconference)
Hol | and & Hart LLP
110 North Guadal upe Street, Suite 1
Santa Fe, NM 87501
ARSt ar nes@ol | andhart.com
(505) 954- 3669
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APPEARANCES (Cont'd)

ON BEHALF OF EXXONMOBI L:

DARI N SAVAGE, ESQUI RE (by vi deoconference)
Abadie & Schill, PC

214 McKenzie Street

Santa Fe, NM 87501

dari n@badi eschill.com

(970) 385-4401

ON BEHALF OF WR NON-OP |1, WATERLOO RESOURCES, AND
AVANT OPERATI NG 11 :

KAI TLYN LUCK, ESQUI RE (by videoconference)
Luck Law LLC

PO Box 483

Taos, NM 87571

kaitlyn.luck@utl ook.com

(361) 648-1973

ON BEHALF OF WPX ENERGY PERM AN:

W LLI AM E. ZI MSKY, ESQUI RE (by vi deoconference)
Abadi e & Schill, PC

555 Rivergate Lane, Suite B4-180

Durango, CO 81301

bi | | @badi eschill.com

(970) 385-4401
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APPEARANCES (Cont'd)

ON BEHALF OF NEW MEXI CO O L CONSERVATI ON DI VI SI ON:
JESSE TREMAI NE, ESQUI RE (by vi deoconference)
New Mexi co Energy, M nerals, and Natural
Resour ces Depart ment
1220 South St. Francis Drive
Santa Fe, NM 87505
j essek.tremai ne@mrd. nm gov

(505) 231-9312

ON BEHALF OF GRAND BANKS ENERGY:
FRANK B. LYON, ESQUIRE (by videoconference)
Frank Lyon Law
3800 North Lamar Boul evard, Suite 200
Austin, TX 78756
512-345-8964

ON BEHALF OF BUCKEYE DI SPOSAL:
DALVA L. MOELLENBERG, ESQUI RE ( by
vi deoconf erence)
Gal | agher & Kennedy
1239 Paseo De Peralta
Santa Fe, NM 87501
dl m@knet. com
(505) 989-7278
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APPEARANCES (Cont'd)

ON BEHALF OF LONGFELLOW ENERGY:

SHARON SHAHEEN, ESQUI RE (by vi deoconference)
Spencer Fane

325 Paseo De Peralta

Santa Fe, NM 87501

sshaheen@pencerfane. com

(505) 986-2678

ON BEHALF OF XTO ENERGY:

ALSO

JACLYN MCLEAN, ESQUI RE (by vi deoconference)
Hardy McLean LLC

125 Lincoln Avenue, Suite 223

Santa Fe, NM 87501

I nfo@ardyncl ean. com

(505) 230- 4410

PRESENT:

Freya Tschantz, Legal Aide, New Mexico Ol
Conservation Division (by videoconference)

John Garcia, Technical Exam ner, New Mexico Ol
Conservation Division (by videoconference)
Stacy Sandoval, Techni cal Exam ner, New Mexico

O | Conservation Division (by videoconference)
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APPEARANCES (Cont'd)

ALSO PRESENT:

Shel bi McKee, Area Commercial and Land Manager,
Qutliers New Mexico, Deltex, Joint Interest (by
vi deoconf erence)

Paul Brown, Senior Geoscience Advisor and Joint

| nterest Lead, ExxonMobil (by videoconference)
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W TNESS( ES) :
CORY SM TH

By M. Trennine
BRI TTANY HALL

By M. Tremaine

By M. Mbell enberg
ROSA ROVERO

By M. Tremaine
REBECCA ENGLI SH

By Ms. Shaheen

By Ms. McLean
JACOB DEHAMER

By Ms. Shaheen

By Ms. McLean
DAVI D M TCHELL

By Ms. Shaheen

By Ms. McLean

NDEX

DX
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119

137

173

247

258
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287
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NO.

Case 25893:

WPX:
Exhi bi t
Amended

Exhi bi t
Exhi bi t
Amended
Exhi bi t

Exhi bi t

Exhi bi t
Amended

Exhi bi t

Exhi bi t
Exhi bi t
Exhi bi t
Exhi bi t

A

A-1

A-2
A-3

A- 4

A-5

B

B-1

B-2
B-3

EXHI BI TS
DESCRI PTI ON

Anended Sel f-Affirmed
St atenment of Ti m Prout,
Landman

C-102 Forns

Ownership and Secti onal Map
Wel |l Proposal Letters and
AFEs

Chr onol ogy of Contacts with

Uncomm tted Owners

Notice Provided to

Uncomm tted Owners
Self-Affirmed Statenment of
Russel | Goodi n, Geol ogi st
Structure Map

Stratigraphic Cross Section
Gross I sochore

Gun Barrel View

| D/ EVD

78/ 78
78/ 78

78/ 78

78/ 78

78/ 78

78/ 78

78/ 78
78/ 78
78/ 78
78/ 78
78/ 78
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NO.

Case 25893:
WPX:
Exhi bit B-5
Exhi bi t
Amended C

Exhibit C-1
Exhi bi t
Amended C-2
Exhibit C-3
NO.

Case 25896:
WPX:

Exhi bi t
Amended A

Exhibit A-1
Exhi bi t
Amended A-2

EXHI BI TS (Cont'd)

DESCRI PTI ON

Cross-Section with Wl |l

Traj ectory

Amended Sel f-Affirmed
St at ement of Noti ce,
E. Zi nsky

Notice Letters

Mai | i ng Li st

Af fidavit of Publication

DESCRI PTI ON

Anmended Sel f-Affirmed
St atenment of Ti m Prout,
Landman

C-102 Fornms

Owner shi p and Secti onal

WIlliam

Map

| D/ EVD

78/ 78

78/ 78
78/ 78

78/ 78
78/ 78

| D/ EVD

79/ 79
79/ 79

79/ 79
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NO.
Case 25896:
V\PX:
Exhi bit A-3

Exhibit A-4

Exhi bi t
Amended A-5

Exhibit B

Exhi bit B-1
Exhi bit B-2
Exhi bit B-3
Exhi bit B-4
Exhi bit B-5

Exhi bi t
Amended C

Exhibit C1

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

Wel |l Proposal Letters and

AFEs 79/ 79
Chr onol ogy of Contacts with

Uncomm tted Owners 79/ 79

Notice Provided to

Uncomm tted Owners 79/ 79
Self-Affirmed Statenment of

Russel | Goodi n, GCeol ogi st 79/ 79
Structure Map 79/ 79
Stratigraphic Cross Section 79/ 79
Gross Isochore 79/ 79
Gun Barrel View 79/ 79
Cross-Section with Well

Traj ectory 79/ 79

Anmended Sel f-Affirmed

St atenment of Notice, WIIliam

E. Zi msky 79/ 79
Notice Letters 79/ 79
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NO.

Case 25896:
WPX:
Exhi bi t
Amended C-2
Exhi bit C-3
NO.

Case 25897:
WPX:
Exhi bi t
Amended A

Exhibit A-1
Exhi bi t
Amended A-2
Exhi bit A-3

Exhibit A-4
Exhi bi t

Amended A-5

EXHI B

DESCRI PTI ON

Mai | i ng Li st
Af fidavit of

DESCRI PTI ON

Anended Sel f
St at ement  of
Landman

C-102 Fornms

T S (Cont'd)

Publ i cati on

-Affirmed

Ti m Prout,

Owner ship and Secti onal

Vel |
AFEs

Pr oposal

Map

Letters and

Chr onol ogy of Contacts with

Uncomm tt ed

Noti ce Provi

Uncomm tt ed

Owner s

ded to
Owners

| D/ EVD

79/ 79
79/ 79

| D/ EVD

79/ 79
79/ 79

79/ 79

79/ 79

79/ 79

79/ 79
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NO.

Case 25897:
V\PX:

Exhi bit B

Exhi bit B-1
Exhi bit B-2
Exhi bit B-3
Exhi bit B-4
Exhi bit B-5

Exhi bi t
Amended C

Exhibit C-1
Exhi bi t

Amended C-2
Exhibit C-3

EXHI BI TS (Cont'd)

DESCRI PTI ON

Sel f-Affirmed Statenment of

Russel | Goodi n, GCeol ogi st
Structure Map

Stratigraphic Cross Section
Gross I sochore

Gun Barrel View
Cross-Section with Well

Traj ectory

Anmended Sel f-Affirmed
St at ement of Noti ce,
E. Zi nmsky

Notice Letters

Mai | i ng Li st

Af fidavit of Publication

WIlliam

| D/ EVD

79/ 79
79/ 79
79/ 79
79/ 79
79/ 79

79/ 79

79/ 79
79/ 79

79/ 79
79/ 79
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NO.

Case 25894:

OCD:
Exhi bi t

Exhi bi t

Exhi bi t
Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

1

10

11

12

E X HI

BI TS (Cont'd)

DESCRI PTI ON

Curriculum Vitae for

Smth
Direct
Smth

Resunme

Cory

Testimony of Cory

of Brittany Hall

Direct Testimony of Brittany

Hal |

Curriculum Vitae of Rosa
Roner o

[ Reserved]

OCD Docket Notice Case 25894
Notice of Violation, April 3,
2025

Civil Penalty Cal cul ation,
April 3, 2025

August 2019 Wor kpl an and
Deni al

OCD Perm tting | ncident

Detail s page #nKL1625134663

February 2024 Extension

Request

| D/ EVD

100/ 100

100/ 100
100/ 100

100/ 100

100/ 100

100/ 100

100/ 100

100/ 100

100/ 100

100/ 100

100/ 100

100/ 100
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NO.

Case 25894:

OCD:

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t
Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

13
14

15

16

17

18

22

23

24

EXHI BI TS (Cont'd)

DESCRI PTI ON | D/ EVD

July 2024 OCD Status Request 100/100

Sept enber 2024 OCD St at us

Request and Notification 100/ 100

Oct ober 2024 Correspondence 100/ 100

January 2025 Correspondence 100/ 100

April 2025 Renmedi ati on Pl an

and Deni al 100/ 100

| nci dent nOY1813152090

initial C-141 100/ 100

| nci dent nQOY1813152090

Det ai | s Page 100/ 100

[ Reserved] 100/ 100

Sept ember 2023 Renedi ati on

Pl an and Deni al 100/ 100

Decenmber 2023 Extension

Request and Approval 100/ 100

April 2025 Remedi ation Pl an

and Deni al 100/ 100

April 2025 Operator Update re

Open Incidents Referenced in

NOV 100/ 100
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NO.

Case 25894:
OCD:

Exhi bit 25

Exhi bit 26

Exhi bit 27

Exhi bit 28

NO.

Case 25804:

XTO:

Exhi bit A

Exhibit A-1
Exhi bit A-2

Exhi bit A-3
Exhibit A-4

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

Oct ober 2025 Email from Rosa

Ronmero to Operator 100/ 100
C- 141 Rel ease Notification

Gui dance 100/ 100
| nci dent Ti nmeline

Denonstrative 100/ 100
Part 29 Incident Details Page
Denonstrative 100/ 100

DESCRI PTI ON | D/ EVD

Sel f-Affirmed Statenment of

Shel bi MKee 156/ 156
Resume of Shel bi MKee 156/ 156
Plat of Tracts with

Appl i cabl e Lease Nunbers 156/ 156
Ti mel i ne of Communi cati ons 156/ 156
Emai | Correspondence between

XTO and Longfell ow Re:

Prot est Renoval 156/ 156
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NO.
Case 25804:
XTO:
Exhibit A-5

Exhi bit A-6

Exhibit A-7
Exhi bit B

Exhibit B-1
Exhibit B-2

Exhi bit B-3

Exhi bit B-4
Exhi bi t
Rebuttal B-5

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

Emai | Correspondence between

XTO and Longfell ow Re: Draft

Email to XTO Counsel 156/ 156
Emai | Correspondence between

XTO and Longfell ow Re: Term

Assi gnnment Offer — XTO

Hol di ngs, LLC 156/ 156
BLM Listing of Filed APDs 156/ 156
Self-Affirmed Statenment of

Paul Brown 156/ 156
Bi ography of Paul Brown 156/ 156
Pl at of Longfellow s Spacing

Uni t 156/ 156
Conparison of Longfellow s

Drilling, Conpletion and

Facilities Cost to Ot her

Operators 156/ 156
Proposed Devel opnment Pl an 156/ 156

Devel opnent Cost Conpari son
Chart 156/ 156
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NO.

Case 25804:

XTO:
Exhi bi t
Rebut t al

NO.

B- 6

Case 25804:

L ONGFELLOW

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

A

A-1

A-2

A-3

A- 4

A-5

A- 6

EXHI BI TS (Cont'd)
DESCRI PTI ON

Longfel |l ow Devel opment

Anal ogs

DESCRI PTI ON

Self-Affirmed Statenment of
Landman Rebecca Engli sh
C-102s

Pl at of Tracts, Tract
Omnershi p, and Applicable
Leases

Unit Recap, Pooled Parties
Hi ghl i ght ed

Sampl e Well Proposal Letter
wi th AFEs; updated 5H AFE
Detai |l ed Summary of

Chronol ogy of Contacts
Status of Owners

| D/ EVD

156/ 156

| D/ EVD

157/ 157

157/ 157

157/ 157

157/ 157

157/ 157

157/ 157
157/ 157
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NO.

Case 25804:

LONGFELLOW

Exhibit A-7

Exhi bi t

Exhi bi t
Exhi bi t
Exhi bi t
Exhi bi t
Exhi bi t
Exhi bi t

Exhi bi t

Exhi bi t
Exhi bi t
Exhi bi t
Exhi bi t
Exhi bi t
Exhi bi t

B

B-1
B-2

C-1
C-2
C-3
C-4
C-5
C-6

E X HI

B I

DESCRI PTI ON

Map of Tracts,
Surroundi ng Devel opnment
Sel f-Affirmed Statenment

CGeol ogi st Jacob DeHaner

Locati on Map

Subsea Structure Map
Stratigraphical
Gunbarr el
Yeso Gross | sopach Map

Di agram

Leases,

T S (Cont'd)

and

of

Yeso | sopach with Landi ng

Zones

Sel f-Affirmed Statenent

Engi neer

Longfell ow Wel |
Devel opnent

AFE Reconcili ati on

David M tchell

Pl an

Drilling Permts

Devel opnent

Efficiency of Surface Use &

Wast e

Ef ficiency

of

Per f or mance

| D/ EVD

157/ 157

157/ 157
157/ 157
157/ 157

Cross Section 157/ 157

157/ 157
157/ 157

157/ 157

157/ 157
157/ 157
157- 157
157/ 157
157/ 157
157/ 157

157/ 157
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NO.

Case 25804:

LONGFELLOW

Exhibit C7

Exhi bit C-8

Exhibit D

Exhi bit D-1

Exhibit D-2

Exhi bit D-3

Exhi bit D-4

Exhi bit D-5

Exhi bi t
Rebuttal 2

EXHI BI TS (Cont'd)
DESCRI PTI ON

Surface Access Environnment al
Constraints

Econom ¢ | npact of Del ayi ng
Devel opnent

Self-Affirmed Statenent of
Lawyer Sharon T. Shaheen
Sanpl e Notice Letters to All
| nterested Parties, nmiled
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PROCEEDI NGS

THE HEARI NG EXAM NER: My nane is

Gregory Chakalian. It is February 26, 8:54 a.m This

I's our second schedul ed regul ar docket. Normally we

hear only status conferences today, but we had a few

other matters of business to attend to.

Let's begin with Sel ect Water

Solutions. |I'mgoing to call three of the four cases

separately. 25548, 25547, 25900. Entries of
appear ance, pl ease?

M5. HARDY: Good norning, M.
Dana Hardy with Hardy MLean, for Sel ect.

Exam ner.

THE HEARI NG EXAM NER: Good nor ni ng,

Ms. Hardy.
MR. SUAZO. Good norning, M.

Exam ner.

M guel Suazo with Beatty & Wozni ak, appearing on

behal f of Pilot Water.

THE HEARI NG EXAM NER:  Thank you, M.

Suazo.
MS. VANCE: Good norning, M.

Exam ner. Paul a Vance with the Santa Fe offi

Hear i ng

ce of

Hol l and & Hart, on behalf of Devon Energy Producti on.

And we are no |l onger objecting to these cases. W

have reached an agreenent with Sel ect, and |

| i ke the new art | ook you are going with, wt

do really

h the
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bl ack and white screen.

THE HEARI NG EXAM NER:  Thank you, Ms.

Vance.

MS. HATLEY: Good norning, M.
Exam ner. Keri Hatley entering her appearance on

behal f of COG operating. W have w thdrawn our

obj ections in this case.

THE HEARI NG EXAM NER: Per f ect . Thank

you, Ms. Hatl ey.

MR. SAYER:. M. Exam ner, Matthias
Sayer on behalf of Desert Ram And you know where we
stand on this and I, so | -- we may or nmay not be a

party. | don't think we're a party, but we're here

nevert hel ess, paying attention.

THE HEARI NG EXAM NER:  You're
M. Sayer, thank you.

MR. SAYER:. Thank you, sir.

THE HEARI NG EXAM NER:  And, M. Suazo,

| trust you got the order on your notion to
reconsider. | appreciate your argunments. |
consi dered them before | issued that order.

know, you al ways have the right to appeal.

MR. SUAZO Under st ood, M. Exam ner,

and we appreciate that. Just wanted to appear for the

record today and reiterate our objection and

wel cone,

careful ly

As you
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opposition to these cases, but we certainly understand
your decision and we'll assess what our next steps are
once the final order is issued.

THE HEARI NG EXAM NER: Perfect. Thank
you, M. Suazo.

Ms. Hardy, it's ny understanding that
the technical team the U C team requested additi onal
I nformation fromyou. Has that been submtted?

M5. HARDY: Yes, M. Exam ner, it has.

THE HEARI NG EXAM NER:  All right.

Let's get the technical teamon the screen. | see M.
Harri s.

MS. SANDOVAL: Can you see ne? Stacy
Sandoval. [I'Il be the one speaking to you.

THE HEARI NG EXAM NER:  Ah, good
norni ng, Ms. Sandoval .

MS. SANDOVAL: Good norning.

THE HEARI NG EXAM NER: Did you get a
chance to review the additional informtion?

MS. SANDOVAL: Yes. So we reviewed the
suppl enental exhi bit packages and the information
provided is sufficient, so these three cases can be
t aken under advi senent.

THE HEARI NG EXAM NER:  Excel | ent.

Thank you.
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M5. SANDOVAL: One thing I would Iike

to ask Ms. Hardy is to follow up with an email on the

delivery status to McConbs Energy, Ltd. for
25900.
M5. HARDY: | can do that.

THE HEARI NG EXAM NER:  Is that all, Ms.

Sandoval ?

MS. SANDOVAL: Yes.

THE HEARI NG EXAM NER:  Thank you. M.

Sandoval , are you going to be the technical
for the next case, 258997

MS. SANDOVAL: | believe so.
Tony Harris.

THE HEARI NG EXAM NER:  Ckay.

right. Sounds good. All right, so, M. Hardy,

congratul ations. And we're off the record in those

t hree cases.

MS. HARDY: Thank you very nuch.
THE HEARI NG EXAM NER: Let's nobve on to
case 4 on our docket 25899, Sel ect Water Sol utions.

M5. HARDY: Thank you, M. Exam ner.

Dana Hardy for Sel ect.
THE HEARI NG EXAM NER:  Ckay.
MS. BENNETT: Good norning,

Exam ner. Deana Bennett on behalf of Coterra Energy

case

exam ner

M .

Me and

Al l
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Oper ating, and we have objected to --

THE HEARI NG EXAM NER:  Sorry, M.
Bennett. Unnute yourself, please.

M5. BENNETT: | am | have unnuted
nmysel f, so perhaps Freya m ght need to unnute ne.

THE HEARI NG EXAM NER: Ms. Bennett,
it's -- | can't hear you. So would you nake your
m crophone | ouder or get closer or shout? \Whatever
you need to do.

MS. BENNETT: |Is that any better? |'m
shouting, literally.

THE HEARI NG EXAM NER:  So- so.

MS. BENNETT: Okay. | will try between
now and the next case to make ny m crophone | ouder.
But Deana Bennett on behalf of Coterra Energy
Operating, and we objected to this case proceedi ng by
af fidavit.

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

MR. SUAZO. M guel Suazo with Beatty &
Wozni ak, appearing on behalf of Pilot to renew
verbal ly our objection to this proceeding by
af fidavit.

THE HEARI NG EXAM NER:  Thank you, M.

Suazo.
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MS. VANCE: Good norning, M. Hearing
Exam ner. Paula Vance with the Santa Fe office of
Hol l and & Hart, on behalf of Devon Energy Producti on.
And simlarly, we are not objecting, just entry of
appearance, and we've reached an agreenent with
Sel ect.

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

MS. HATLEY: Good norning, M.
Exam ner. Keri Hatley entering her appearance on
behal f of COG Operating, nonitoring only.

THE HEARI NG EXAM NER:  Thank you, Ms.
Hat | ey.

MR. SAYER: M. Exam ner, Matthias
Sayer on behal f of Desert Ram

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

Okay. So, Ms. Hardy, when do you want
this case to be heard?

M5. HARDY: | know that Coterra and
Select are talking. | think we would request that
this be set on the May 12th date to give the parties
tinme.

THE HEARI NG EXAM NER: | didn't

understand you. You're requesting what?

Page 29

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. HARDY. A hearing, a contested
hearing on May 12t h.

THE HEARI NG EXAM NER:  Oh, My 12t h.
Okay.

MS. HARDY: Yes.

THE HEARI NG EXAM NER: Freya, is that a
date that you sent out?

M5. TSCHANTZ: It's not a date that |
sent out, but | think, |I believe Ms. Hardy requested
sone |ater dates as options and | provided that date.

THE HEARI NG EXAM NER:  Ms. Hardy, when
was this case filed?

M5. HARDY: This case was filed, let ne
just double check, this application was filed January
6t h.

THE HEARI NG EXAM NER:  Oh, okay. All
right. M. Bennett?

MS. BENNETT: M. Hearing Exam ner, you
had -- the division had already set this case for a
contested hearing on March 24t h.

THE HEARI NG EXAM NER:  Oh.

MS. BENNETT: And | have been
coordinating with Coterra and they are avail abl e that
date. |1'mnot suggesting that they would not prefer a

| ater date. | just have not had a chance to
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coordinate with them about any | ater dates.

So | would, I'magain, |I'mimagining
that all parties would benefit froma |ater hearing
date, but | haven't had a chance to even address that
with them because | was under the inpression that the
case was set for March 24th.

THE HEARI NG EXAM NER: Ms. Hardy?

M5. HARDY: So this application has not
been set for hearing previously. W had a prior
iteration of this application that was di sm ssed and
then this was refiled to change the well |ocation. So
this one has not been previously set, | don't believe.
But | think the may date would allow the parties to
communi cate and potentially resolve the matter. The
March date does not work for Select.

THE HEARI NG EXAM NER:  Ckay. Well
t hank you, Ms. Bennett.

Thank you, Ms. Hardy. So, Ms. Hardy,
If we set this out to May 12th, that'l|l be the final
setting.

M5. HARDY: That's fine. Understood.

THE HEARI NG EXAM NER: There won't be
any conti nuances.

M5. HARDY: Ckay. That's fine.

THE HEARI NG EXAM NER: All right. So,

Page 31

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

Freya, do you have any information about a pre-hearing
order from March 247

MS. TSCHANTZ: | don't see that we set
a contested hearing on March 24. |I'mlooking in
I magi ng.

MS. BENNETT: M. Hearing Exam ner?

THE HEARI NG EXAM NER:  Yes.

M5. BENNETT: This is Deana Bennett.

At the last hearing, there was an email that said the
expectation was that this case would be set for March
24th. And I'm like | said, I'"'mfine with, | nean,
initially fine wwth it being set for May 12th. But if
my witnesses aren't available for May 12th, | would
hope that that would not be prejudicial and we woul d
be able to work on a different hearing date because --

THE HEARI NG EXAM NER: OF course.

M5. BENNETT: -- | have coordi nated
extensively with Coterra about the March 24th hearing
dat e.

THE HEARI NG EXAM NER:  All right, Ms.
Bennett, that's fair. So, Freya, wasn't there a date
in April also that you had avail abl e?

MS. TSCHANTZ: It was April 25th.
Sorry, April 21st.

THE HEARI NG EXAM NER:  All right. So
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here's what we'll do, Ms. Hardy. |[|'ll honor your May
12 request. But if M. Bennett's w tnesses are not
avai l able for May 12, then we're going to offer you

the alternative, which is what you just heard, Apri

21st.
M5. HARDY: That is fine. Thank you.
THE HEARI NG EXAM NER:  All right. So,
Ms. Bennett, when will you be able to let the Division
know?
M5. BENNETT: |I'memailing Coterra
ri ght now.

THE HEARI NG EXAM NER:  Sure.

MS. BENNETT: But they do have quite a
technical teamthat's going to be involved. And so it
may take a couple of days to find out the information.
So I'd like through, at |east through Monday or
Tuesday of next week to confirm

THE HEARI NG EXAM NER: Ms. Hardy,
Tuesday the close of business. You can confer with
Ms. Bennett and either agree on May 12 or April 21st?

M5. HARDY: That's fine. And | thought
the date in April was the 24th. |Is it the 21st?

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

M5. TSCHANTZ: Let nme just nmake sure |
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have the date right.

M5. HARDY: It's the 21st.

MS. TSCHANTZ: Twenty-first. Okay.
Thank you.

THE HEARI NG EXAM NER: Ckay. So,
Freya, will you do a cal endar rem nder for Tuesday
cl ose of business so that we can issue a pre-hearing
order for either May 12th, that's the first option,
and a backup would be April 21st?

MS. TSCHANTZ: Yes.

THE HEARI NG EXAM NER:  All right.
Anything further, Ms. Bennett?

MS. BENNETT: No, thank you.

THE HEARI NG EXAM NER:  All right.

Thank you.

Ms. Hardy?

M5. HARDY: No, thank you very nuch.

THE HEARI NG EXAM NER: Al l right,
sounds good. Ms. Sandoval, | don't know if you're
still on, but if you are, do you have any other

guestions for Ms. Hardy at this tinme?

MS. SANDOVAL: No, | do not.

THE HEARI NG EXAM NER:  All right.
Okay. We're off the record in this case. Thank you.

Let's nove on to M| estone Environnental Services,

Page 34

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

25801.
MS. HARDY:

for M| estone.

THE HEARI NG EXAM NER

THE HEARI NG EXAM NER

THE HEARI NG EXAM NER

MS. HATLEY:
entering appearance for
this case.
have objected?

MS. HATLEY:

MS. HATLEY:
obj ecti on.

THE HEARI NG EXAM NER

there a nature of your obj
MS. HATLEY:

I ncreased injection rate,

M | est one on an agreenent,

acceptable terns yet.

THE HEARI NG EXAM NER

negoti ating now. Ckay.

Ms. Hardy?

MS. HARDY: M. Exam ner, because the
parties are working out these technical issues, it's
an injection well, and I think I"moptimstic
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cautiously that the issues can be resolved, | would

propose to set

on March 19t h.

this case for another status conference

THE HEARI NG EXAM NER:  Ckay. | don't

have a problemwth that. By that tinme, though, 1'lI

be | ooking to set it for a hearing or sonething, or

maybe wi t hdrawal of objection if that's appropriate.

Anyt hi ng el se,

i n case nunber

Mewbourne QO |,

Mewbour ne.

trying to join

MS. HARDY: Understood. Thank you.
THE HEARI NG EXAM NER:  All right.
Ms. Hatley?

MS. HATLEY: Nope. Thank you, sir.
THE HEARI NG EXAM NER: Ms. Hardy?
M5. HARDY: Nope. Thank you.

THE HEARI NG EXAM NER: O f the record,
5 on our docket.

Let's nbve to 6 on our docket,
25746.

M5. HARDY: Dana Hardy on behal f of

THE HEARI NG EXAM NER: Thank you.
M5. BENNETT: This is Deana. |I'm
by ny phone so you can hear ne better.

THE HEARI NG EXAM NER: | can hear you.

So Deana Bennett?

MS. BENNETT: Yes. "' m here on behal f
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of Avant.

THE HEARI NG EXAM NER:  And did you
obj ect ?

M5. BENNETT: Yes. Avant originally
objected to this case proceeding by affidavit, but
it's my understanding that the parties are in
di scussi ons and those di scussi ons have been fruitful
or are being fruitful. | have not w thdrawn ny
objection yet, but |I am hopeful that Ms. Hardy has a
little nore information to provide on that, the status
of the negoti ations.

THE HEARI NG EXAM NER:  All right.
Thank you, Ms. Bennett.

M5. HATLEY: M. Exam ner, Keri Hatl ey
entering her appearance on behalf of Marathon Ol
Permian. And we are just nonitoring.

THE HEARI NG EXAM NER:  Mbni t ori ng.
Thank you.

So, Ms. Hardy, what do you know about
t he negoti ati ons?

M5. HARDY: | know that there are
negoti ations occurring. Mewbourne has requested or
woul d like to request this case go ahead and be set
for a contested hearing on March 24th. | think

hopefully the issues can be resolved by then, but if
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not, they're prepared to proceed.

THE HEARI NG EXAM NER: Ckay. Do you
know what the nature of the objection is?

MS. BENNETT: | do, M. Exam ner, if
you're -- | can help with that.

THE HEARI NG EXAM NER: Ms. Hardy, do
you m nd?

MS. HARDY: No, that's fine.

THE HEARI NG EXAM NER: Go ahead, Ms.
Bennett.

MS. BENNETT: Avant has planned or was
pl anning to counter propose, and so they woul d be
proposi ng their own devel opnent across portions of the
acreage that Mewbourne is proposing to devel op.

THE HEARI NG EXAM NER: Do you know what
percentage of interest Avant owns in this area?

MS. BENNETT: | don't.

THE HEARI NG EXAM NER: Ms. Hardy, do
you know how nmuch ownershi p Mewbour ne has?

MS. HARDY: | don't know that | do. |
could get that, but it would take ne a few m nutes.

THE HEARI NG EXAM NER: That's okay.
Okay, | understand.

So, Ms. Bennett, are you saying that

Avant is preparing proposals, well proposals?
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MS. BENNETT: They were, but | was
under the inpression that the negotiations with
Mewbour ne had proceeded nmuch further along than Ms.
Hardy is. And so | was actually thinking that Avant
was al nost going to be in a place where they could
wi t hdraw their objection and the case not even go to a
contested heari ng.

So I'm frankly, a bit taken aback by
the fact that Mewbourne would want to set this for a
contested hearing when that is not what | understood
at all. You know, Avant was, perhaps is nuch nore
optimstic than Mewbourne is at the nonent and does
not think that there is any need to set this for a
contested hearing, nmuch |l ess a contested hearing on
March 24t h.

At best, Avant woul d, and | understand
that you will give preference to Mewbourne in this,
but if the negotiations are not as far along as Ms.
Hardy is anticipating, then Avant would need to
counter propose and we would need to file conpeting
applications. So March 24th is not workable for a
contested heari ng.

THE HEARI NG EXAM NER: Ri ght. Ckay.
How about we do this. Since the parties don't seemto

be certain on several key issues here, I'd like to
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conme back to this case and go and recess on this case
until after we hear the NOVs on |ine 26, but before
the Longfell ow Energy case on line 27.

So I'"'mgoing to recall this case to
give Ms. Hardy and Ms. Bennett sonetinme to communicate
with their clients and give nme sone nore information.
| would like to know the ownership interest for both
parties in this affected lands, and I'd |like to know
how far al ong, how positive these negotiations are.

MS. BENNETT: Sounds good. Thank you
very nmuch for that.

THE HEARI NG EXAM NER:  All right. So
we're in recess on this case, but we are going to conme
back to that case.

Let's nove on to nunmber 7 on the
docket. This is Perm an Resources. |t |ooks |ike
it's joined with several cases, 25818, 19, and 20.

Entries of appearance, please?

MS. HARDY: Dana Hardy on behal f of
Perm an Resources.

THE HEARI NG EXAM NER:  Thank you.

MS. BENNETT: Good norning, M.

Exam ner. Deana Bennett on behalf of Coterra Energy
Oper at i ng.
THE HEARI NG EXAM NER:  Thank you.
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MS. BENNETT: And we have objected to
the cases proceeding by affidavit.

THE HEARI NG EXAM NER:  Perfect. Thank
you.

M5. VANCE: Good norning, M. Hearing
Exam ner. Paula Vance with the Santa Fe office of
Hol l and & Hart, on behalf of MRC Perm an Conpany, and
we are just nonitoring.

THE HEARI NG EXAM NER:  Ch, thank you.
Thank you, Ms. Vance. So --

MS. HATLEY: Good norning, M.
Exam ner. One nore entry, please.

THE HEARI NG EXAM NER:  Yeah.

MS. HATLEY: Keri Hatley entering her

appearance on behalf of Marathon G| Perman. |I'm
entering it orally for now, but we'll file it today
and | will be nonitoring only.

THE HEARI NG EXAM NER:  Mbni toring only.
Thank you, Ms. Hatl ey.

Back to you, Ms. Bennett, representing
Coterra. You' ve objected. Do you know why?

M5. BENNETT: Yes, M. Hearing
Exam ner. Coterra is objecting because Perm an's
proposal devel opnent plan proposes to devel op acreage

that is under a JOA that is controlled by Coterra.
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And so this is a case where Coterra has the desire to
develop its own acreage and feels strongly that it
shoul d be allowed to without interference from

Perm an.

And also this case is currently set for
a contested hearing on May 12th. So | | ooked back
t hrough the transcript to see why we were com ng back
for a status conference today, and it wasn't
I mmedi ately clear to ne, but this case is set for a
contested hearing on May 12th.

THE HEARI NG EXAM NER: Good. That's
hel pful. Thank you, Ms. Bennett.

Ms. Hardy?

MS5. HARDY: Thank you. The case is set
for contested hearing on May 12th, and at this point
we woul d just plan to proceed to hearing on that date.

THE HEARI NG EXAM NER: Ckay. All
right. So we won't have any further status
conferences unless the parties |let the Division know
that they've, that they don't want the contested
hearing on May 12th and that they want to have a
hearing by affidavit or they're dism ssing their
cases.

So anything further, M. Bennett?

MS. BENNETT: Nothing further from ne.
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Thank you very nuch.

THE HEARI NG EXAM NER:  All right. M.
Har dy?

MS. HARDY: No, thank you.

THE HEARI NG EXAM NER:  All right. And,
Ms. Hardy, before | go, nove on fromthese three
cases, you said this case is set. Did you nean these
cases are set?

M5. HARDY: Yes, thank you. All three
of them

THE HEARI NG EXAM NER:  Just wanted to
make sure | was follow ng the conversation. Thank
you. GCkay. W're off the record in those cases.

Let's move on to nu Mewbourne GO |. It
| ooks like there's two cases here, 25851 and 52.

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

THE HEARI NG EXAM NER: Thank you.

MR. HOLLI DAY: Good norning, M.
Exam ner. Ben Holliday entering appearance on behal f
of COG Operating and Concho O 1| and Gas.

THE HEARI NG EXAM NER: Good nor ni ng,
M. Holliday. Did you object?

MR. HOLLIDAY: Yes. We object in this

case.
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THE HEARI NG EXAM NER:  \hy?

MR. HOLLI DAY: Conpeti ng devel opnent
plans. W intend to file conpeting applications
probably this week.

THE HEARI NG EXAM NER: Oh, so you've
al ready sent out the proposals a few weeks ago?

MR. HOLLIDAY: | believe so. Yes, sir.

THE HEARI NG EXAM NER: COkay, perfect.
And you're representing ConocoPhillips?

MR. HOLLI DAY: Yes, through their
entities, COG Qperating in Concho Ol and Gas.

THE HEARI NG EXAM NER: Ckay, very good.
| understand. All right. Thank you, M. Holliday.

M. Bruce?

MR. BRUCE: | think the matters just
need to be set for a contested hearing. |'mnot sure
what's avail abl e, but sonetinme in Muy.

THE HEARI NG EXAM NER: Ckay. Well,

l et's check. 1'mgoing to give you preference, M.

Bruce, since they're your case is filed earlier than
M. Holliday's, but is that the soonest you want to
have it is May?

MR. BRUCE: O April.

THE HEARI NG EXAM NER:  Ckay. April or
May.
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Freya, is it April 21st or May 12th?
Are those our dates in May, in April and May?

MS. TSCHANTZ: It's April 21st. W can
al so do April 28th.

THE HEARI NG EXAM NER: Ch, okay. And
then May 12t h?

MS. TSCHANTZ: Correct.

THE HEARI NG EXAM NER:  All right, very
good.

M. Holliday, a preference for you?

MR. HOLLIDAY: | think we prefer the
| ater date, although |I'm | ooking at the cal endar.

That 12th and 13th m ght not work because | know

nyself and Ms. Ryan will be involved in the Foundation
for Energy Law Conference there. W'Il|l be in Santa
Fe.

THE HEARI NG EXAM NER: Ri ght.

MR. HOLLIDAY: But mght be alittle
tied up doing that thing. So |I would say nmaybe | need
to confer with Ms. Hatley, but for now | would say the
28t h woul d probably be the best.

THE HEARI NG EXAM NER: Right. Ckay.
And then when you say Ms. Hatley, do you nean M.
Bruce?

MR. HOLLI DAY: | mean, sorry, Ms.
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Hatl ey on behalf -- to gauge COG s availability for
the 28th date.

THE HEARI NG EXAM NER:  Ckay. Well, M.
Bruce, does the 28th of April work for you?

MR. BRUCE:. Yeah. | wll check today
with availability.

THE HEARI NG EXAM NER: 1'd |ike M.
Hol | i day and M. Bruce to check now with their clients
and whoever else they need to check with, and we'll
cone back at the end of our docket and find out do you
prefer the 28th or maybe even the 21st. But those are

the three dates we can offer you, April 21, 28, or My

12.

And | understand why May 12 is not the
best for you, M. Holliday, because |I'lI|l be at that
conference as well. So we're going to cone back to

these two cases to get the availability. So we're in
recess on those two cases.

Let's go to Spur Energy Partners,
25854.

M5. HARDY: Dana Hardy with Hardy
McLean on behal f of Spur.

THE HEARI NG EXAM NER: Thank you.

MR. SUAZO. Good norning, M.

Exam ner --
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M5. KESSLER: Good norning -- oh, go
ahead.

MR. SUAZO. M guel Suazo with Beatty &
Wozni ak, appearing on behalf of Hilcorp Energy.

THE HEARI NG EXAM NER: Ckay. And did
you object?

MR. SUAZO W did.

THE HEARI NG EXAM NER: Ckay. Why?

MR. SUAZO. As | understand it, the
well's that are being proposed are horizontal, and
Hil corp has sonme vertical wells in the vicinity that
they're concerned may be i npact ed.

THE HEARI NG EXAM NER:  So that sounds
| i ke a negotiation that's ongoing to fix that; right?

MR. SUAZO: That's correct. The
parties have confirmed that they are in discussions.
| don't think they've quite reached any sort of
agreenment just yet. Hilcorp is not going to be
subm tting conpeting applications. So |I'm hopeful
that we're going to be able to resolve this otherw se.

THE HEARI NG EXAM NER: Ckay. And, Ms.
Kessl er ?

M5. KESSLER: Good norning, M.
Exam ner. Jordan Kessler on behalf of EOG Resources,

and we are just nonitoring.
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t hat hearing date.
THE HEARI NG EXAM NER

Ri ght .

MS. HARDY: And of course if the

parties reach an agreenent, we w |

THE HEARI NG EXAM NER:  Ri ght. Anything
further, M. Suazo?

MR. SUAZO. No, thank you.

THE HEARI NG EXAM NER:  Thank you.

Ms. Hardy?

M5. HARDY: No, thank you.

THE HEARI NG EXAM NER:  All right.

Thank you very nuch.

Mewbourne O | cases 25860, 62, 637

not need it.

MS. STARNES: Yes. Good norni ng,

Ckay.

M .

Hearing Exami ner. Raylee Starnes with the Santa Fe

office of Holland & Hart, on behalf of Mewbourne O |.

THE HEARI NG EXAM NER

Good nor ni ng,
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Ms. Starnes.

MR. SAVAGE: Good norning, M. Hearing
Exam ner. Darin Savage with Abadie & Schill,
appearing on behalf of WPX Energy Perm an, LLC.

THE HEARI NG EXAM NER: Good nor ni ng,
M. Savage. Can you tell nme if you objected?

MR. SAVAGE: We did entry of appearance
and we're currently in negotiations, but we plan to
file conpeting applications.

THE HEARI NG EXAM NER: Ch, so you
definitely objected?

MR. SAVAGE: Well, technically we
didn't object because Perm an Resources objected, as |
understand. But we do object to this if --

THE HEARI NG EXAM NER:  Ckay. And
you' re consi dering conpeting applications? In other
wor ds, have you sent out proposals?

MR. SAVAGE: We sent our proposal, new
proposal on February 9t h.

THE HEARI NG EXAM NER:  Oh.

MR. SAVAGE: And yeah, we're -- we'l
be drafting applications and filing those. W would
li ke to set a contested hearing date.

THE HEARI NG EXAM NER:  Ckay.

Under st ood.
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And do we have Ms. Hardy?

M5. HARDY: M. Exam ner, yes, for
Per m an Resources.

THE HEARI NG EXAM NER: Thank you. Did
you obj ect?

M5. HARDY: We did object.

THE HEARI NG EXAM NER:  What's the
pur pose of your objection?

MS. HARDY: Perm an Resources and
Mewbour ne are in discussions regarding this acreage
and wor ki ng on negotiated ternms. W would be fine
W th anot her status conference in March, which is what
| had discussed with Ms. Starnes. But | wasn't aware
that WPX was filing conpeting applications.

THE HEARI NG EXAM NER: COkay. Let's go
back to Ms. Starnes. When did you file these cases?

M5. STARNES: We filed these cases, |
believe either in Decenber or January.

THE HEARI NG EXAM NER:  Can you | ook for

me?

MS. STARNES: Yes, sir. Let me do that
ri ght now.

THE HEARI NG EXAM NER: Thank you

MR. SAVAGE: M. Exam ner, if | may
add.
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THE HEARI NG EXAM NER:  Yes.

MR. SAVAGE: We would be happy with
anot her status conference while we're preparing for
our conpeting applications and also negotiating with
t he parties.

THE HEARI NG EXAM NER: Ri ght. Okay.
Perfect. Thank you, M. Savage.

M5. STARNES: Okay. Actually, it |ooks
like we filed these in Novenber.

THE HEARI NG EXAM NER: I n Novenber.

Al right.

MS. STARNES: Yes, sir.

THE HEARI NG EXAM NER: Ckay. So, Ms.
Starnes, |'mokay with setting these for another

status conference in March, but |I'mgoing to keep
t hese on somewhat of a short |eash. So you shoul d be
prepared to cone to a contested hearing, if
negoti ations aren't finished by March, you shoul d be
prepared. And | would say that you have sone dates
here to consider. You have April 21st, you have Apri
28, and you have May 12. And those are sone dates to
consi der.

MS. STARNES: Ckay, perfect. | wll
speak wi th Mewbourne about that and hopefully we wll

have sonme fruitful updates in March
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THE HEARI NG EXAM NER: All right. So
let's see. Status conference in March and then dates
April, May. Anything else, M. Savage?

MR. SAVAGE: Yes. So we did our well
proposal on February 9th. We will need the 30 days
for negotiation and file the application sonewhere
around March 11th. And then we need 20 days for
notice. So that March 12th | ooks |ike the ideal date
for us to satisfy all the filing and the notice
requi rements for the conpeting applications.

MS. STARNES: Do you nean May 12t h?

THE HEARI NG EXAM NER: Ckay. Hold on,
Ms. Starnes. | want to make sure | understand M.
Savage.

Woul d you repeat that, M. Savage?

MR. SAVAGE: Yes, sir. Qur well
proposal s went out February 9th. Guidelines of the
OCD is that they prefer a 30-day grace period before
we're allowed to file the applications. That would be
somewhere around March 11th to neet the deadline for
the applications.

Then after the applications are filed,
we woul d need sufficient tine for notice letters and
notice publication. So it |ooks |ike the May 12th

woul d be the ideal date to satisfy all those criteria.
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THE HEARI NG EXAM NER: Ckay. Well, |I'm
just throwi ng out sonme dates for Ms. Starnes and you
to negotiate over if your other negotiations are not
fruitful, so that when we cone back in March for a
status conference you can tell nme May 12th or April 28
or whatever you want.

MR. SAVAGE: Okay.

THE HEARI NG EXAM NER: But | do
understand your timng, M. Savage. Thank you.

MR. SAVAGE: Ckay. Thank you. | just
wanted to get that noted. Thank you.

THE HEARI NG EXAM NER: Ckay. Ms.

St arnes, anything further?

MS. STARNES: Nope.

THE HEARI NG EXAM NER:  All right. So,
Ms. Starnes, our second date, our second date in
March -- Freya, when is the status conference docket
in March?

MS. TSCHANTZ: On the 19th.

THE HEARI NG EXAM NER: 19t h. So, Ms.
St arnes, would you continue your cases for the 19th of
Mar ch?

MS. STARNES: Yes, absolutely.

THE HEARI NG EXAM NER:  All right,

perfect.
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Ms. Hardy, was there anything?

M5. HARDY: No, thank you.

THE HEARI NG EXAM NER:  All right,
you' re wel cone. Okay, thank you. W' re off the
record in those three cases.

Let's nove on now to Tap Rock
Oper ating, 25886, 25887.

MR. SUAZO Good norning, M. Exam ner.
M guel Suazo with Beatty & Wozni ak, appearing on
behal f of Tap Rock Operating.

THE HEARI NG EXAM NER:  Thank you.

MS. HARDY: And, M. Exam ner, Dana
Hardy with Hardy MLean, on behalf of COG Operating.

THE HEARI NG EXAM NER:  And your
position?

M5. HARDY: We have objected to these
cases and are planning to file conpeting applications.

THE HEARI NG EXAM NER: OCh, okay. \When
were the proposals sent out?

MS. HARDY: Proposal s have gone out
this week, is ny understanding. And so we would then
file our applications in time for the May docket --

THE HEARI NG EXAM NER:  Ckay.

MS. HARDY: -- docket. So |I would

propose a contested hearing on the May 12th date.
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THE HEARI NG EXAM NER: Ckay. |
understand. Anything further, M. Hardy?

M5. HARDY: No, thank you.

THE HEARI NG EXAM NER:  All right. M.
Suazo, how do you want to proceed now that you know
what's goi ng on?

MR. SUAZO Sure. Well, we haven't
received the proposals yet, but we'll be on the
| ookout for them But otherw se, Tap Rock does not
have any objection to the May date for the contested
heari ng.

THE HEARI NG EXAM NER: Al right. Al
right. So what we'll do is we will do a May 12
pre-hearing order for contested hearing.

And, Ms. Hardy, once you do file your,
you know, the usual, please |et us know so we can

consol i dat e.

MS. HARDY: Yes, thank you. | will do
t hat .

THE HEARI NG EXAM NER:  Now, woul d the
parties think maybe an April, and |I'm not sayi ng you

need to, but would the parties want an April status
conference or do you want just advise the Division if
t hi ngs change?

MR. SUAZO. | think |I'd be okay with an
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April status conference. |If anything changes,

obvi ously we can update the Division, but | think that
coul d be hel pful under the circunstances, especially
because we have not yet seen the proposals and
applications, and so | think it m ght be wise to get
sonet hing on the cal endar.

THE HEARI NG EXAM NER:  COkay. Ms.

Har dy?

MS. HARDY: That's fine with ne, M.
Exam ner.

THE HEARI NG EXAM NER:  All right. All
right. So then, Freya, when is the April status
conf erence docket ?

MS. TSCHANTZ: On April 16th.

THE HEARI NG EXAM NER:  April 16. All
right, thank you. Al right, so, Ms. Hardy, if you
woul d conti nue these cases to April 16 for a final
status conference, we'll issue a pre-hearing order for
May 12.

M5. HARDY: Thank you. And since these
are M., these are actually Tap Rock's cases,
suppose they would file the notion for continuance and
then we would --

THE HEARI NG EXAM NER: That's what |

meant. Thank you.
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MR. SUAZO. We can do that.

THE HEARI NG EXAM NER: Ms. Hardy,
you've had so many cases so far. |'mjust used to
your filing the continuances, but thank you for
correcting ne.

M5. HARDY: It's a busy day.

THE HEARI NG EXAM NER: | apol ogi ze, M.
Suazo. Anything further, M. Suazo?

MR. SUAZO. No, M. Exami ner. Thank
you.

THE HEARI NG EXAM NER:  All right.

We're off the record in those two cases.

Let's nove on to Powder horn Operating,
25888.

M5. HARDY: M. Exam ner, Dana Hardy
with Hardy McLean for Powder horn.

THE HEARI NG EXAM NER: Thank you.

MR. SAYER: H, M. Exam ner. Matthias
Sayer on behal f of EOCG

THE HEARI NG EXAM NER:  Thank you.

MR. SAYER: | should note, we did
object to the cases noving forward by affidavit.

THE HEARI NG EXAM NER: And what's your,
what's the purpose of the objection?

MR. SAYER: EOG it has a nunber of
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concerns, but nost prom nent is concern about stranded
acreage. And that's their primary concern. You know,
t he secondary concern, they do have a well in the
vicinity and so sone concern about --

THE HEARI NG EXAM NER: Do you think
t hose concerns could be negoti ated?

MR. SAYER: Yeah, that is the hope and
I ntent.

THE HEARI NG EXAM NER:  Ckay. | thought
so. Al right. Thank you.

M5. LUCK: Kaitlyn Luck appearing for
Wat erl oo Resources and VR Non- Op.

THE HEARI NG EXAM NER: Ckay. Good
nmorning. Did you object?

MS5. LUCK: Yes, M. Examner. W
obj ected on the basis that Waterloo did send out
conpeting well proposals. W dismssed our
application in the hopes of working out a deal, but
there's still concerns that we have about Powderhorn's
devel opnent plans at this point in tine.

THE HEARI NG EXAM NER: So is that
sonet hi ng that can be negoti ated?

M5. LUCK: [It's sonething that Waterl oo
is continuing to work on currently.

THE HEARI NG EXAM NER: Ckay. And then,
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Ms. Vance?

M5. VANCE: Oh, | amso sorry. | did
not realize we were already on the Powderhorn case, so
my apol ogi es.

THE HEARI NG EXAM NER: We're novi ng
al ong, Ms. Vance.

MS5. VANCE: Yeah, noving very quickly,
nmoving at a clip. Okay. So good norning, M. Hearing
Exam ner. Paula Vance with the Santa Fe office of
Hol | and & Hart, on behalf of OXY Y-1 Conpany. And
we' ve just entered an appearance and just observing
for OXY.

And then al so for MRC Del awar e
Resources, LLC, and we have entered an appearance and
objected. And | did just send Ms. Hardy an email this
norni ng regardi ng Matador's position, or you know, to
provi de sone color on the objection. So happy to
share that if everyone el se has gone. Ckay.

THE HEARI NG EXAM NER: Yes, pl ease.

M5. VANCE: So, okay. So Matador would
| i ke to request another status conference. That being
said, they, Matador, is preparing counter proposals
and they have not sent those out yet, but are planning
to do so. So again, the thought is to start with

anot her status conference and see where things go from
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there. 1t is ny understanding that Matador and
Powder horn have been in discussions and they may need
sone additional time, so.

THE HEARI NG EXAM NER:  Ckay. Ms.

Har dy?

M5. HARDY: M. Exam ner, Powder horn
controls nore than 50 percent of the interest in this
acreage and sent out its proposals in Novenber. Wuld
like to proceed with its devel opnent, and woul d
request a contested hearing date as soon as possible.

THE HEARI NG EXAM NER:  Okay. |'Ill give
you a contested hearing as soon as possible, but with
Mat ador' s counter proposals, when will they be sent
out, Ms. Vance?

M5. VANCE: So ny understanding is that
they' re being prepared right now. Hopefully they
woul d go out, and | can touch base wth Matador, but I
beli eve, you know, maybe within the next week or so.
Whi ch nmeans even if we sent them out today, we
woul dn't be -- the case, their case, would not be ripe
until the end of April.

So | think that the May 12th date that
was previously floated, in ternms of contested hearing
dates, would be the soonest we'd be ready, or the

cases woul d be, case would be ripe.
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THE HEARI NG EXAM NER: And by t hat
poi nt, Powderhorn's case is six nonths old at that
point. And you know, | do get concerned when parties
wait that long to send out counter proposals. But you
know, | don't have the authority to do anything about
that. It's just disappointing.

So, Ms. Hardy, if you want, what | can
do is issue a pre-hearing order for this case for My
12. | don't know what else | can do for you.

M5. HARDY: M. Exam ner, would it be
possi ble, well, just thinking through the dates, |
mean, Matador may not need to wait the full 30 days to
file its pooling application after it sends the
proposals. Seens |ike that could be an option in
ternms of a setting in late April. That's one
possibility | would raise.

THE HEARI NG EXAM NER: | mean, | can
save you a few days by doing that, but it's not, I
mean, April 28 is, | guess, two weeks before,
approximately. |If that would help you out, then |I can
do April 28 for you and we won't use the full 30 days.

Ms. Vance?

M5. VANCE: | nean, obviously we would
like to make sure that we're fulfilling the
requi renments under the rules. | do understand there's
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alittle bit of roomon the, you know, the tine
bet ween sendi ng out proposals and filing our
appl i cati on.

But you know, again, we're -- | am not
sure exactly when our proposals are going to go out.
| don't want to, you know, give a false inpression
here. So our confort really is with the May 12th
date, so.

THE HEARI NG EXAM NER:  Well, it's Ms.
Hardy's case, as you know. And you know, this case
has been filed in Novenber, which neans that your
client got the proposals a nonth before,
approximately. |'mnot sure what the delay is.

MS. HARDY: M. Examner, | think I
actually have a conflict with the April 28th date. So
| could do April 21st or May 12t h.

M5. VANCE: We definitely woul d, yeah,
the May 12th. We don't want to go the other
di recti on.

THE HEARI NG EXAM NER:  Ri ght.

MR. SAYER. M. Exam ner, quick
guestion. Were these filed in Novenber or January?

THE HEARI NG EXAM NER: | don't know.
Ms. Hardy said November. | don't know.

M5. VANCE: Yeah, | was going to say
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they were filed May 5th -- or January 5th.

M5. HARDY: Right. The proposals, the
proposal s were sent --

THE HEARI NG EXAM NER:  Ah.

M5. HARDY: ~-- application filed in
January. That's correct.

MR. SAYER: Ckay. Because ny, just
comment on that is, while EOGis not intending to, you
know, file proposals, we hoped to have neani ngf ul
conversations with Powderhorn, but to date have heard
very little from Powderhorn. So for what it's worth
If we're | ooking at contested cases, we would prefer
the May date as well.

THE HEARI NG EXAM NER: Yeah. So, Ms.
Har dy, know ng that these were filed just |last nonth
makes ne feel nuch better about May 12. So we'l|l
I ssue a pre-hearing order for May 12. Good luck with
t he negoti ations and the counter proposals.

And, Ms. Vance, if you do file
applications, please let the Division know so we can
consol i dat e.

M5. VANCE: Perfect. Thank you.

THE HEARI NG EXAM NER: You're wel cone.
We're off the record in that case.

Let's nove on to Avant Operating,
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25890.

M5. LUCK: Mbrning, M. Exam ner.
Kaitlyn Luck, appearing for Avant Operating.

THE HEARI NG EXAM NER: Good nor ni ng.

MR. SAYER: M. Exam ner, Matthi as
Sayer on behalf of EOG And we did file --

THE HEARI NG EXAM NER: Coul d you tell
me of your position?

MR. SAYER: Yeah. And we did file an

obj ecti on.

THE HEARI NG EXAM NER:  Ckay.

MR. SAYER: EOG has concerns. In this
case we do have a well in the section and have

| egiti mate concerns about collision. And so would,
you know, that's the nature of our objection.

THE HEARI NG EXAM NER: Ckay. All
right. M. Luck, when was this filed?

M5. LUCK: Sorry, let me pull it up.
This was one that was filed by Ms. Bennett's office.

MR. SAYER: Sure.

M5. LUCK: It looks like it was filed
on January 5th.

THE HEARI NG EXAM NER: January 6t h.
Perfect. Thank you.

MS. LUCK: Excuse nme, fifth.
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THE HEARI NG EXAM NER: -- how do you
want to proceed?

MS5. LUCK: Avant would |Iike to have a
contested hearing scheduled at this point in time. |If
the April 21st hearing date is available, that would
be great. But if there's a |ater date, that's al so
fine.

THE HEARI NG EXAM NER: | think the
April 21st date is avail able.

M. Sayer, does that give your client
enough tinme to negoti ate?

MR. SAYER: In conversations wth ny
client, they would definitely prefer the May date.

THE HEARI NG EXAM NER:  Ckay. | do give
the applicant the benefit of the doubt when it cones
to dates. | guess if your client and Ms. Luck's
client, you know, reach an agreenent, you can |let us
know i f you need time to reduce that to her witing.
But I'm going to honor Ms. Luck's request for April
21st at this tine.

Anyt hing further, M. Luck?

M5. LUCK: No, thank you.

THE HEARI NG EXAM NER:  All right.
We're off the record in that case.

Let's take a five-m nute break before
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we go on to Chevron USA. W're off the record. Thank
you.

(OFf the record.)

THE HEARI NG EXAM NER:  And |I'm calling
Chevron USA, 25878.

MS. BENNETT: Good norning, M.

Exam ner. Deana Bennett on behal f of Chevron USA.

THE HEARI NG EXAM NER: Thank you, Ms.
Bennet t.

MS5. HARDY: M. Exam ner, Dana Hardy on
behal f of PBEX and EG..

THE HEARI NG EXAM NER:  Thank you, Ms.
Har dy.

So we were set for a notion hearing and
status conference. And, Ms. Bennett, | assune you're
standing in for M. DeBrine?

M5. BENNETT: | am  Thank you.

THE HEARI NG EXAM NER:  All right,
perfect. Did you receive the order that was issued?

MS. BENNETT: | did. Thank you very
much.

THE HEARI NG EXAM NER:  All right.

Okay. So I'd like to set this for an evidentiary
hearing. And as it is your case, Ms. Bennett, when

woul d you like to do that?
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M5. BENNETT: Thank you. | saw that
the proposed dates are March 24th and April 21st. And
|"ve emai |l ed Chevron about both of those dates and
| ' ve heard back from one person on the team but not
the full teamyet, that either of those dates work.

But | still do need to hear back from
the whole team So | just sent another emmil, hoping
to get nore information for you. But as of this
particul ar nonment, both dates appear to work for
Chevron.

THE HEARI NG EXAM NER:  All right. And,
Ms. Hardy?

M5. HARDY: M. Exam ner, we are going
to need to conduct discovery.

THE HEARI NG EXAM NER:  Ckay.

M5. HARDY: -- need to subpoena from
Chevron based on --

THE HEARI NG EXAM NER:  Ckay.

M5. HARDY: -- well proposals they've
recei ved under orders for the past three years,
proposals sent out for the past three years. W nmay
need to take depositions. So | think they're saying
they didn't understand they needed to pay well costs.
| think that's fair ganme, given the issues they've

rai sed and they submtted additional docunments with
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their response that we haven't seen before.

So | think that's going to be critical,
given the issues in this case. So once we receive
that information, | would like to file a notion for
summary judgnment on wai ver, because | think that by
el ecting to participate, they waived argunents
regardi ng estimated well cost and the proposal letter.

And | know the Division issued an order
yesterday in an XTO case, denying reopening a case on
the ground electing to participate was a wai ver of
hearing notice. So at |east that's ny understandi ng
and part of that ruling. So if that's the case, then
certainly electing to participate under a proposal
| etter -- any objection to -- and so that's another
| egal notion | would like to file.

And | think it's inportant for the
Di vi si on because the inplications in this case are
really significant. | think, you know, allow ng
operators to reopen pooling orders because they fail ed
to elect to participate -- because they, once they've
el ected to participate and then just didn't pay their
well cost, that's a slippery slope that's going to
i nvol ve many, many, many pooling orders.

So | think it needs to be thoroughly

vetted and considered by the Division. And so | would
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request at the earliest, a contested hearing on the
May 12t h docket.

THE HEARI NG EXAM NER:  So | et me think
about what you've said, before | go back to M.
Bennett. In the order that was issued yesterday in
the XTO R ley matters, three of the four, the issue
was notice and whether sufficient notice was given to
XTO.

And | found that it had been, in part
based on the election, but that wasn't the critical
i ssue for me. It was part of the issue, but it wasn't
the critical issue for ne.

| see this case as a different case, as
all cases are different based on the facts, and we
don't know a | ot of the facts yet. Wat we do know is
that | believe, | agree with Chevron that it has
standing to nove forward with the case to a contested
heari ng.

Now you' re tal king about additional
di scovery and depositions. And | want to, | think
it's inportant for us to agree on what are the issues
to be heard at the contested hearing. Maybe today is
not the day for that. |If there is going to be a
full -blown argunent about the issues at the hearing,

think we need to do this at a |ater date after the
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parties discuss things a little further.

Ms. Bennett, that's my thinking so far.
VWhat do you have to say?

MS. BENNETT: Thank you, M. Exam ner.
|, obviously I disagree with Ms. Hardy that additional
di scovery is required. This is about a issue between
Chevron and PBEX. And PBEX and EGL have plenty of
exanples, |I'msure, of proposal letters that they
could refer to without undertaking additional
di scovery.

But | do agree with you that at this
particul ar nonment, either we should set a contested
hearing on the dates that you proposed or we should
cone back for a status conference on March 19th after
Ms. Hardy and we have had a chance to outline the
I ssues and then set a contested hearing date for that.

| would strongly disagree to any
further notion practice, though. M. Hardy or PBEX
had its opportunity to challenge Chevron's ability to
proceed in this case, and they have not done so other
than to chall enge Chevron's standing. And this seens
like if we're caught in a |loop of notion practice,
we're never going to get to the fundanental issues
her e.

And whet her wai ver occurred or not,
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which | disagree with, can be an issue that's
addressed at the, at the hearing on the nmerits. So
bottomline, | think we should either set it for a
contested hearing today, or as a approach to

stream ine the issues for the Division, set it for a
status conference on March 19th with this contested
hearing to come shortly thereafter.

THE HEARI NG EXAM NER: So what |'d |ike
to dois this. | think it's fundanental to understand
what the issues are noving forward. | thought I
understood the issues, Ms. Hardy, but |I'mnot sure |
do after what you said a nonent ago. And | want both
parties to have a full and fair opportunity to present
their case.

That's the part of the rational e behind
t he argunent, behind the case | aw that supports
standi ng for Chevron. But it's also, you know, |
don't want to cut off Ms. Hardy's ability to present a
full and fair case.

So that being said, | don't want to
wait until March 19 to understand the issues. |
shoul d understand the issues now, or in the very near
future, because if | understand the issues nore
clearly and if parties are able to agree on the

| ssues, then discovery or any additional discovery
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wll be self-evident and will be easy and we don't
have to fight over and every little thing in
di scovery.

So here's what 1'd like to do. | want

to | ook at a cal endar now, and with Freya's hel p and

Ms. Hardy and Ms. Bennett, | want to set a, we can
call it a status conference, that's fine, or a
schedul i ng conference. WMaybe we'll call it a

schedul i ng conference. Were we can |lay out the
timeline between the resolution of the issues to the
contested hearing. So let's call it a scheduling
conf erence.

And | want the parties to have tine to
tal k anongst thenselves as well. | think that's the
best way to get to a resolution on at |east the
i ssues. VWhen woul d be the soonest date, |'mgoing to
go with you, Ms. Bennett, because it's your case and |
know you want to hearing sooner than later, when is
t he soonest you feel |ike the parties can confer on
the i ssues al one and possibly discovery, the scope of
di scovery. \What date can we cone back for a
schedul i ng conference?

MS. BENNETT: Would March 9th be a
possibility?

THE HEARI NG EXAM NER:  Wel |, the
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10th -- no. March 9th. March 9th is difficult for
me, but I would be willing to do it because | think
this case needs to nove forward.

Ms. Hardy, March 9, does that work for
you?

MS5. HARDY: That would work for ne, or
we could do it on March 10th because we do have the
contested hearing docket on March 10th. | have a case
on that docket, so | will be present.

THE HEARI NG EXAM NER: Ms. Bennett,
does that work for you, Ms. Bennett?

MS. BENNETT: Yes. March 10th is
totally fine. | was just trying to pick a date --

THE HEARI NG EXAM NER: Perfect.

MS. BENNETT: -- that was far enough
out but was not too far out.

THE HEARI NG EXAM NER: Ckay. So we're
going to hold a scheduling conference March 10. W're
going to do it at the very beginning. It's going to
be the first case that we hear that day, because |
don't expect that it's going to take very long to at
| east understand the issues for the contested hearing
and then any additional discovery that the parties
feel |like they need.

Now whet her they need a subpoena or
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not, we don't know yet. But at least let's agree on
what the issues are noving forward. So, Ms. Bennett,
it is your case. Please continue it.

Now | don't know, Freya, do you -- no,
we al ready have a docket that day, March 10. So it's
easy to continue it to that day.

MS. BENNETT: Sounds good. [|'Ill do
t hat .

THE HEARI NG EXAM NER:  All right,
sounds good.

Ms. Hardy, does that work for you?

MS. HARDY: It does. And, M.

Exam ner, | was planning to send out a subpoena
request to, well, | would submt it, of course, to the
Di vision and then to Chevron next week. So | just
wanted to nention that. | could wait until the status
conf erence.

THE HEARI NG EXAM NER: | think it'd be
hel pful, Ms. Hardy, because by narrow ng down the
I ssues at the hearing, it also narrows down the
di scovery that's necessary.

M5. HARDY: Ckay. Thank you.

THE HEARI NG EXAM NER:  Anyt hing el se,
Ms. Hardy?

MS. HARDY: No, thank you.
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THE HEARI NG EXAM NER:  Okay. Anyt hi ng
el se, Ms. Bennett?

MS. BENNETT: No, thank you very nuch.

THE HEARI NG EXAM NER:  All ri ght,
sounds good. Well, thank you, both. W're off the
record in that case.

Let's nove on to the WPX Energy Perm an
cases. W have John Garcia, who is our technica
exam ner today. These are case nunbers 25893, 96, 97.

MR. ZI MSKY: Yes, Your Honor. WIIliam
Zimsky with Abadie & Schill, on behalf of WPX Energy
Per m an, LLC.

THE HEARI NG EXAM NER: Good nor ni ng,
M. Zinmsky. Please proceed.

MR. ZI MSKY: Yes. Today with nme are
WPX' s | andman, Tim Prout, who has testified previously
before the Division. His credentials have been
accepted as an expert witness in petroleum| and
matters. Also with nme is WPX' s geol ogi st, Russel
Goodin, who has testified previously before the
Di vision as an expert witness in geology, and his
credentials have been accepted as a matter of record.

I n case nunber 25893, WPX seeks a
pooling order for all uncommtted interest in the Bone

Spring Formation, designated as an oil pool,
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underlying a standard 430.41 acre, nore or |ess,
spacing unit conprised of the east half of Sections 26
and 35 Township 26 South, Range 29 East in Eddy
County. The unit wll be dedicated to the Steel

Guitar 26-35 Fed COM wells as three initial wells.

Now, WPX previously pulled and received
a pooling order for the proposed horizontal spacing
unit in case nunber 25611. And WPX is now seeking a
new pooling order to supplenent and repl ace order
number 24068. WPX has changed its devel opnent plan to
propose two U-turn wells, the 324H and the 334H, in
addition to the standard | ateral for the 333H well.

I n case nunber 25611, WPX proposed the
324H, the 325H, the 333H, the 334H, and the 335H
wells. In this case, the 333H well is essentially the
sane as the 333H well| proposed in case nunber 25611.

The new well, the new one U-turn well,
Is the 324H U-turn well in this case. And that
repl aces the 324H well and the 325H wel| proposed in
case number 25611. And the new 334 U-turn wel
repl aces the 334H and the 335H al so proposed in case
nunmber 25611.

Orientation of the wells and unit are
standup north to south. Now the |ocation of the steel

guitar 333H well is non-standard. The division has
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approved the non-standard |ocation for this well on
January 26, 2026, by adm nistrative order NSL9175.

M. Prout's Exhibit A for this case
i ncludes his | andnman self-affirmed statenment, three
C102 fornms in ownership breakdown. Well proposed
| etter with AFE, the chronol ogy of contacts, and the
notice provided to the uncomm tted owners.

M. Goodins's Exhibit B for this case
I ncludes his self-affirmed statenent along with five
st andard geol ogy exhibits show ng the potential for
devel opnent of the unit as described in his statenent.

Exhibit C provides the -- ny
self-affirnmed statenent for notice of mailings and
publication notice. Notice was tinely mailed on
January 13, 2026. Notice by publication was tinely
publ i shed by, on January 15, 2026 to account for any
unf oreseen circunstances.

We did anend the hearing packet to send
out letters to seven parties who had not received them
when this case was first schedul ed. And we anended
the | andman statenment to refer to exhibit, revised
amended Exhibits A-2 and A-5. Anended Exhibit A-2
updates the addresses of the seven parties. Anended
Exhibit A-5 states the notice that is originally

mai | ed on January 13, 2026, were again mailed on
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February 10, 2026, to seven parties with updated
addresses and to one party whose letter was lost in
the mail .

And the amended Exhibit C reflects that
sanme information. Anmended Exhibit C- 2 includes
i nformati on on the second notice hearing mailed to the
seven parties with updated addresses and the one party
whose |letter had been | ost.

At this tinme, | nove for that Exhibits
A, B, and C and all sub exhibits be admtted into the
record for case 25893 and that the case be taken under
advi senent. Mself and the w tnesses are avail able
for questions. Thank you.

THE HEARI NG EXAM NER: Admitted w t hout
excepti on.

(Case 25893 Exhi bits WPX Amended A,

A-1, Anmended A-2, A-3, A-4, Anended

A-5, B, B-1 through B-5, Anended C,

C-1, Amended C-2, and C-3 were narked

for identification and received into

evi dence.)

THE HEARI NG EXAM NER: M. Garcia, do
you have questions for any of the w tnesses?

MR. GARCI A: No questi ons.

THE HEARI NG EXAM NER: COkay. Can we
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t ake them under advi senent ?

MR. GARCI A:  We can.

THE HEARI NG EXAM NER:  Thank you, M.
Zi nsky.

MR. ZI MSKY: Ckay. Now in case 25896,
WPX seeks an order pulling all uncommtted interest in
the Wbl fcanp Formati on designated as a gas pool --

THE HEARI NG EXAM NER: M. Zi nsky?

MR. ZI MSKY: Yes.

THE HEARI NG EXAM NER: Let ne interrupt

you just for a noment. |I'madmtting all exhibits in
all three cases into evidence. |I'mgoing to ask M.
Gar ci a.

(Case 25896 Exhibits WPX Anmended A,
A-1, Anmended A-2, A-3, A-4, Anended
A-5, B, B-1 through B-5, Anended C,
C-1, Anended C-2, and C-3 were marked
for identification and received into
evi dence.)

(Case 25897 Exhibits WPX Amended A,
A-1, Anended A-2, A-3, A-4, Anended
A-5, B, B-1 through B-5, Anended C,
C-1, Amended C-2, and C-3 were narked
for identification and received into

evi dence.)
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THE HEARI NG EXAM NER: M. Garcia, do
you have any questions on any of the three cases?

MR. GARCIA: | do not.

THE HEARI NG EXAM NER: That's what |
t hought. So, M. Zinsky, all three cases are taken
under advi senent.

MR. ZI MSKY: Ckay. M. Hearing
Exam ner, WPX is trying to get these wells drilled as
qui ckly as possible. | think that's in the OCD public
policy to produce oil and gas as, you know, as quickly
as possible. They have the rig scheduled for March
20t h.

And | woul d ask the indul gence of the
Di vision, | know you have, you guys are slamed and
you're very busy, but it would be really appreciated
if this, these orders, could issue, since we've
al ready had the orders issued previously, that they
could be issued a little bit nore expeditiously than
normal. And | understand, you know, |'m begging the
i ndul gence of the Division in this request.

THE HEARI NG EXAM NER:  All right, M.
Zi msky, we'll take it under advisenent.

MR. ZI MSKY: Thank you.

THE HEARI NG EXAM NER:  Thank you, sir.

We're off the record in those three cases.
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Let's go to Admral Perm an Operating,

25709.

M5. HARDY: M. Exam ner, Dana Hardy

for Admral.
THE HEARI NG EXAM NER: Thank vy
M5. VANCE: Good norning, M.

Exam ner. Paul a Vance with the Santa Fe offi

Hol | and & Hart, on behalf of MRC Perm an Conpany. And

we are just nmonitoring. We previously had an
obj ection in one of the cases, well, both of
cases, and we have since w thdrawn those.

THE HEARI NG EXAM NER:  Ckay.
you, Ms. Vance.

MS. HATLEY: Good norning, M.
Exam ner. Keri Hatley entering her appearanc
behal f of ConocoPhillips. Monitoring only.

THE HEARI NG EXAM NER: Per fect

you, Ms. Hatl ey.

Okay, Ms. Hardy. Go right ahead.

MS. HARDY: Thank you. This c

heard on the February 5th docket and we're back for

suppl enental information. We did file that t

and unl ess there are questions, | would request that

our suppl enmental exhibits be admtted into the record

and that the case be taken under advi senent.

ou.
Heari ng

ce of

t he

Thank

e on

. Thank

ase was

I mely,
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THE HEARI NG EXAM NER: Perfect. Thank
you, Ms. Hardy. Your exhibits are admtted w t hout
exception. And | know M. Garcia has questions. |I'm
not sure which w tness.

MR. GARCI A: The | andman.

THE HEARI NG EXAM NER: Landman. Ms.
Har dy, would you call your |andman?

M5. HARDY: Yes. Let ne see if M.
Hall, M. Hall is traveling and so if he's not, |
don't know if he's available or if he's on. |If he's
not, we have Travis Hut [ph].

MR. HALL: Dana.

THE HEARI NG EXAM NER: Are you on, M.
Hal | ?

MR. HALL: Dana, |'mavailable. [I'm
just at baggage claim but I'min quiet place. | just
can't turn ny video on, if that's okay.

THE HEARI NG EXAM NER: Perfect. So,
M. Hall, would you virtually raise your right hand?

MR. HALL: Yes.

VWHEREUPON,

HUNTER HALL,
called as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothi ng but

the truth, was exam ned and testified as foll ows:
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THE HEARI NG EXAM NER:  All ri ght,
perfect. M. Hall, have you been previously qualified
by this Division as an expert?

MR. HALL: | have.

THE HEARI NG EXAM NER: I n what field?

MR. HALL: Petroleum|land matters.

THE HEARI NG EXAM NER:  Al'l ri ght,
perfect.

M. Garcia?

MR. GARCI A: Good norning, Hunter. |
was | ooking at your Exhibit A-7, which is PDF page 38,
and | noticed Anthracite wasn't provided notice. You
have them marked as comm tted, and executed el ection
| etter is the reasoning. | was curious why they
weren't noticed, but other parties who have the

simlar statuses were provided noti ce.

MR. HALL: |'m-- I'munsure. Danha, we
m ght check if -- if that notice didn't go out. But
we've -- we've had dial ogues with Anthracite, you

know, prior to this hearing. And since they've
executed elections, | think that we would assunme that
that's sufficient notice, but unsure.

MR. GARCI A: Yeah, because |ike
Traverse Exploration has simlar status, but they were

given notice. | guess that |leads ne to ny second
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gquestion, is could you explain how an executed
election letter would waive their right to notice?

Li ke typically OCD accepts JOAs as waiving rights, but
how woul d an election letter do that?

MR. HALL: | think for the npbst part we
just consider thema commtted party. They -- both of
those parties own working interest in nultiple other
projects with us, and we have no concern about them
executing the JOA, nor are we -- nor are we conpul sory

pulling their interest in this hearing.

Sol'"'m-- I"munsure if there's any
necessary damage that would occur. If -- if we didn't
properly notice them |, again, | would defer to M.

Har dy on our noti ces.

MR. GARCIA: Ckay. Anthracite's aware
of this hearing then, to your know edge?

MR. HALL: They are.

MR. GARCI A: And then the last question
| had on the sane exhibit is ConocoPhillips, you have
themlisted as committed, and it says type of
commtnment, it's NNA, not applicable.

Do you know how they comm tted?

MR. HALL: They have verbally expressed

support. W are not -- we are not pooling their
Interest as -- as a part of this hearing, as we
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continue to work on either executing a JOA or a
transaction. But we're -- we're not pooling themfor
t hat reason

MR. GARCIA: | see they --

MR. HALL: We list -- we list them as
commtted, but it is admnistrative in the sense of
we're not -- we're not pooling themon the pooled
party |ist.

MR. GARCIA: Ckay. | believe that's
all nmy questions.

THE HEARI NG EXAM NER:  All right, thank
you, M. G@arci a.

Ms. Hardy, was there any redirect?

M5. HARDY: No. | just wanted to
clarify that the Division has required notice to
uncommitted parties. And so if parties are listed as
commtted, it's ny understandi ng under the rules that

they are not required to be noticed.

MR. GARCIA: | agree. But it depends
on how they're being commtted, | would say.
THE HEARI NG EXAM NER:  Well, let's end

that discussion here. Can this case be taken under
advi senment ?

MR. GARCI A: It can.

THE HEARI NG EXAM NER:  All ri ght,

Page 85

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

wonderful. So thank you, M. Hardy.
Thank you, M. Hall.
M5. HARDY: Thank you.

THE HEARI NG EXAM NER: Happy trails

wher ever you're headed.

MR. HALL: Thank you for understanding.
THE HEARI NG EXAM NER: OF course. |I'm

going to recall sone cases that we called earlier

before we hit these NOVs. This is Mewbourne

25746. We had Ms. Hardy, Ms. Bennett, and Ms. Hatl ey,

and we were dealing with a pre-hearing order

MS. HARDY: And, M. Exani ner,

you. | did consult with Mewbourne and with M.

Bennett, and our clients consulted with each
And we are fine to set this case for another
conference on March 19th.

THE HEARI NG EXAM NER:  Ckay.
case is getting old. So when are we setting

contested hearing?

MS. HARDY: Well, | think we could set

it for a hearing in April if the D vision wants to set

a contested hearing, but | think the parties

with setting just another status conference.

THE HEARI NG EXAM NER: Can you tell ne

the date this case was fil ed?

Q1l, case

dat e.

t hank

ot her.

status

But this

it for a

are okay
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M5. HARDY: Yes. It was filed in
Decenber, | ate Decemnber.

THE HEARI NG EXAM NER:  Ckay. Al
right. So, Ms. Hardy, |'Ill honor your request, but
it'll be a final status conference.

MS. HARDY: Understood. Thank you.

THE HEARI NG EXAM NER:  So, Freya, wll
you put a note in the hearing nodule that this wll be
a final status conference?

MS. TSCHANTZ: | will.

THE HEARI NG EXAM NER:  All right.

Thank you.

And, Ms. Hardy, you do have dates.

We' ve tal ked about many dates in April and May for a
contested hearing. So please be prepared to give ne a
date that your client is avail able.

And, Ms. Bennett, obviously I think you
were consulting with your client as well?

MS. BENNETT: Yes, | was. And they
agree that a March 19th status conference is the best
path forward.

THE HEARI NG EXAM NER: Great. Then
that's what we'll do. Thank you. |'mgoing to now,
we're off the record in that case.

l'"mgoing to recall Mewbourne Q|
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cases, these are M. Bruce's case, 25851 and 52.

MR. HOLLI DAY: Good norning, M.
Exam ner. Ben Holliday on behalf of COG and Concho
Ol and Gas.

THE HEARI NG EXAM NER: Ckay. M.
Hol Il i day, M. Bruce, did you work out a date?

MR. HOLLIDAY: |'mnot sure that he's
still on. | have not spoken to M. Bruce, but | did
confirmw th COG Concho that the April 28th date wll
work. If M. Bruce is still agreeable to it,
obvi ousl y.

THE HEARI NG EXAM NER: Right. Thank
you, M. Hol li day.

M. Bruce, are you there?

Freya, can you call M. Bruce?

MS. TSCHANTZ: | can.

THE HEARI NG EXAM NER: Can you call M.

Bruce and we'll come back with himon the |[ine?
MS. TSCHANTZ: Ckay.
THE HEARI NG EXAM NER: | want himto

agree to the April 28th date or not so that we can

| ssue a pre-hearing order. So we're still in recess
on these two cases. Thank you, M. Holliday. We'l]l
see if that date works for M. Bruce.

Let's call the first of the two O
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Conservation Division's NOV cases. This is 258, let's
go with 25895 because | believe the parties want to
continue this case. This is nunmber 26 on our docket.

MR. TREMAI NE: Thank you, M. Hearing
Exam ner. This is Jesse Tremaine for the O
Conservation Division. That was going to be ny
recomrendation as well.

THE HEARI NG EXAM NER: Ckay. \Where is
the other party?

MR. LYON: Good norning, M. Exam ner.
Frank Lyon for Grand Banks Energy.

THE HEARI NG EXAM NER: | see you, M.
Lyon.

MR. LYON:. OCh, yes. | nean, | agree
with M. Tremaine. Yes, we're here to ask for a
conti nuance so --

THE HEARI NG EXAM NER:  So, M. Lyon,
can you first, well first of all, it's very hard to
hear you, so you nmay have to yell, | don't know.  But
woul d you pl ease enter an appearance?

MR. LYON: Oh, yes. Frank Lyon for
Grand Banks Energy.

THE HEARI NG EXAM NER: Ckay, perfect.
So, M. Lyon, since you are representing the

respondent in this case, what is your desire?
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MR. LYON: Qur request

is to conti nue

this for a short period of tinme so that we can

finalize the terns of the settlement that M. Trenmni ne

and | have worked out.

THE HEARI NG EXAM NER:
have an agreenment in principle?

MR. LYON: W do.

THE HEARI NG EXAM NER:

Ckay. So you

Al right. M.

Tremai ne, does that accurately reflect the situation?

VR. TREMAI NE: That is correct. I

agree with everything that M. Lyon stated. | would

make one note, which is that we have an agreenent in

princi ple and have agreed to the continuance. | put

in the notion to continue, proposed a specific date.

Did that very late in the day yesterday, because of

the intent to request a short continuance. | did not

specifically request availability of M. Lyon and his

client for March 12th. It's just an initial proposal,

SO.

THE HEARI NG EXAM NER

Al right. M.

Lyon, does March 12th work for you in case you don't

i ron out an agreenent?
MR. LYON: It does.
checking ny calendar. It does, yes.

THE HEARI NG EXAM NER

was j ust doubl e

Al right. M.
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Lyon, do you anticipate presenting w tnesses?

MR. LYON: |If I do, it'll be very short
and just one person.

THE HEARI NG EXAM NER: One person.
Okay. Wuld that be the respondent?

MR. LYON: That would be a
representative from G and Banks, yes.

THE HEARI NG EXAM NER:  All ri ght,
perfect. M. Lyon, what is the issue in this case?

MR. LYON: These notices of violations
i nvol ve sone of the wells that G and Banks operates,
but there are other renedi ation issues pending. And
basically the issue here is that Grand Banks doesn't
have the noney to pay for all the renedi ation.

And what we have tal ked about is having
Grand Banks basically tender all the noney that it has
after paynment of sone taxes and things that need to be
pai d, and agreeing that the wells, that G and Banks
will give up its right to serve, to be an operator.

THE HEARI NG EXAM NER: | see. Ckay,
M. Lyon.

And, M. Tremaine, it sounds |like March
12 will work if you are not able to get an agreenent
in witing in place.

MR. TREMAI NE: Yes, that is correct.
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That's the date we proposed. We will be ready to
proceed if it goes to hearing on that date and rely on
the previously filed pre-hearing statement and w t ness
list.

THE HEARI NG EXAM NER: How many
W t nesses do you have?

MR. TREMAI NE: Thr ee.

THE HEARI NG EXAM NER: Three w t nesses.

Al right.

Okay. M. Lyons, anything el se?

MR. LYON: No, sir.

THE HEARI NG EXAM NER:  All right.
Well, good luck, M. Lyon, in comng to a final signed
agr eenent .

M. Tremaine, anything further in this
case?

MR. TREMAINE: Nothing further. | wll
follow up with, assum ng we execute a settl enent
agreenent, with a notion to dism ss the case and
submt a copy of the settlenment agreenent.

THE HEARI NG EXAM NER: Perfect. All

right. OCkay. And | know | didn't see your notion and

proposed order before the hearing, but I'll sign the

order after the hearing and we'll enter it into the

record. And Freya will nove this case to the March 12
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docket just to hold its place. W're off the record
in this case.

Let's nove on to, now |l saw a little
message here, so hold on a m nute. Let ne check the
messages here. All right. So let ne recall case
numbers 25851 and 52. M. Holliday, we got a nessage

fromM. Bruce that April 28 does work for him as

wel | .

MR. HOLLI DAY: Perfect.

THE HEARI NG EXAM NER:  All right. So
we will issue a pre-hearing order for April 28, and

it's up to M. Bruce if he wants to continue these two
cases for another status conference. But otherw se,
we'll be prepared on April 28th.
MR. HOLLI DAY: Yes, sir, thank you.
THE HEARI NG EXAM NER: Ckay, thank you.
All right. Now let's nove on to the
second notice of violation issued by the Ol
Conservation Division in case nunber 25894 with
Respondent Buckeye Di sposal. Enter your appearance,
pl ease.
MR. TREMAINE: M. Hearing Oficer,
this is Jesse Tremaine for the G| Conservation
Di vi si on.

THE HEARI NG EXAM NER:  Thank you.
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MR. MOELLENBERG. M. Hearing Exam ner,
this is Dal Moell enberg, on behalf of Buckeye
Di sposal .

THE HEARI NG EXAM NER: M. Mbel |l enberg,
| think you were sitting behind ne on the way to
Dal | as | ast week.

MR. MOELLENBERG. That coul d have been,
| was -- Saturday, perhaps?

THE HEARI NG EXAM NER: No, it was
Wednesday. You were traveling to Tanpa. | happened
to overhear.

MR. MOELLENBERG Ch, oh, okay.

Actual ly, that was ny nei ghbor in the seat that was
traveling to Tanpa. | was traveling to New York City
and was | ucky to get out of there on Saturday.

THE HEARI NG EXAM NER:  All right.

Well, | heard what sounded like it was you behind ne
and | didn't introduce nyself, but | thought | would
mention it. Okay. So, M. --

MR. MOELLENBERG: Well, | should have
recogni zed you.

THE HEARI NG EXAM NER: So, M.
Moel | enberg, who are you representing?

MR. MOELLENBERG. M. Hearing Exam ner,

' m here on behalf of Buckeye Di sposal.
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THE HEARI NG EXAM NER:  All ri ght,
perfect. And are you prepared to nove forward with
the nerits hearing?

MR. MOELLENBERG Yes. Yes, we are. [
t hi nk we probably would be interested in seeing if we
can get to sone resolution afterward, but | think
we're prepared to go ahead with the nerits hearing and
we'll deal with that after, after this concl udes.

THE HEARI NG EXAM NER: All right. And
how many wi tnesses will you have?

MR. MOELLENBERG. We do not have any
W tnesses. |I'mjust here to ask sonme questions of the
Di vision's w tnesses.

THE HEARI NG EXAM NER: Perfect. Okay.
|"mgoing to give M. Trenmmi ne an opportunity to
provide a brief opening statenment so that | can
understand the issues in the case. Are you going to
want to al so nmake an openi ng statenent?

MR. MOELLENBERG. | can make a very
brief opening statenment if it pleases you. Thank you.

THE HEARI NG EXAM NER:  All right. M.
Tremaine, it's your case. Wuld you tell nme how nmany
W t nesses do you have?

MR. GARCIA: We have three w tnesses,

and for the nost part my opening will be a roadmap of
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how we intend to present them This is the first,
part 29 release notice of violation that we've taken a
hearing. All of our others have settl ed.

So our first witness, M. Smth, is
going to basically provide a part 29 requirenents
roadmap and 101 course. Qur primary witness is
Brittany Hall, and she will present, you know, the
factual basis and the allegations in the NOV and ci vi
penalty cal culator primarily.

And bating cleanup is Rosa Ronero, our
envi ronnental bureau chief. He's going to tal k about
the informal resolution process, and to a m ni nal
extent, and OCD s positions and deci sion making
process regarding which violations were alleged,
deci sions regarding the civil penalty cal cul ation, et
cetera.

So | think M. Smth may go about half
an hour. M. Hall could be, I'm hoping | ess than an
hour, but dependi ng on questions that could go quite
| ong. These are |long fact patterns. Just historical
rel eases, et cetera. And then Ms. Ronero should be
fairly short.

| would just note in ternms of, just as

a matter of courtesy, | know that M. Mbell enberg was
i n Pecos Hall in the other matter this nmorning and is
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in transit back to his office. So I'mflexible in
terms of timng of starting the hearing to facilitate
that, his participation. But we're prepared to
proceed as the hearing officer w shes.

THE HEARI NG EXAM NER:  All right.

MR. MOELLENBERG. M. Exam ner, just to
comment on that, and | was hoping perhaps this would
run a little bit shorter and we are occupyi ng Pacos
Hall with the Environnmental |nprovenent Board heari ng.
This has sort of been a worst-case scenario for nme in
terns of timng.

We are actually presenting our
W t nesses now through ny partners, but |I'mjust trying
to think howto deal with that. 1'd certainly like to
return to that hearing, but | expect that's going to
run for another hour, hour and a hal f.

THE HEARI NG EXAM NER: At | east.

MR. MOELLENBERG. So yeah.

THE HEARI NG EXAM NER:  Yes. | know the
rul e maki ngs, how they go. Yeah, I'd |ike to nove
f orward.

Now, |let me ask you a question, M.
Tremai ne. These three witnesses, Smth, Hall, and
Romero, | know Ms. Ronero is an enployee of the Ol
Conservation Division. |Is that the same with Smth
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and Hal | ?

MR. TREMAINE: That's correct. M.
Smith is the special projects team supervisor. He's
an environnental scientist supervisor who reports
directly to Ms. Ronero. And Ms. Hall is a supervising
envi ronnent al specialist.

THE HEARI NG EXAM NER: Okay. Now, did
you file Cvs with their, with your pre-hearing
st at enent ?

MR. TREMAINE: Yes, we filed a CV for
M. Smith. W do intend to proffer M. Smth as an
expert in limted subject matters. M. Hall is
presented as a fact witness, but we have provi ded her
resume. And Ms. Ronmero, we've also provided a resune
as Exhibit 5.

Il will, if it's helpful, we elected to
file witten direct testinony as Exhibit 2 for M.
Smith, and witten direct testinony as Exhibit 4 for
Ms. Hall. M intent is to have those w tnesses adopt
that and then take a nore summary approach. Just the
scope of the subject matter and needing to make sure
we have our bases covered. There's a w de range of
how | ong that presentation and cross-exam nation coul d
proceed. So that's ny conservative approach to the

time estimtes.
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THE HEARI NG EXAM NER:  All right. M.
Moel | enberg, have you had a chance to review the
exhi bits and the pre-hearing statenment?

MR. MOELLENBERG Yes, | have, M.
Hearing Exam ner. And | have no objection to the
process of admtting the, adopting and admtting the
witten testinony and shortening the need for the oral
hearing, if that's how you would |i ke to go.

THE HEARI NG EXAM NER: That is how Il'd
like to go, unless M. Tremaine objects to that
approach. M. Trenmai ne, M. Moellenberg has revi ewed
the full witten transcript and maybe a short sunmmary,
ten m nutes, possibly 15, should do it; don't you
t hi nk so?

MR. TREMAINE: | think | can certainly
narrow t hat down and junp to the neat of the
gquestions. | never know if there's going to be an
obj ection, so we were prepared to go all the way
t hr ough.

THE HEARI NG EXAM NER: Ri ght .

MR. TREMAINE: | think the npost
| nportant distinction here is, you know, whether there
are any exhibits to which M. Mellenberg would
object. | know he just referenced the direct. It can

be quite tine intensive to get Ms. Hall to lay the
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foundati on for 20-sone exhibits. So if there's no
obj ection to those and the other exhibits can be
admtted, that will save us quite a bit of tine.

THE HEARI NG EXAM NER: It certainly
woul d.

And, M. Moellenberg, | know that
you're in a car. However, you're parked; aren't you?

MR. MOELLENBERG | am parked. [|I'm
sitting outside of the building here.

THE HEARI NG EXAM NER: Yeah, | figured
you were right outside the building, and it's a
beautiful day outside. So with the w ndows open, you
shoul d be confortable. Are there any objections to
any of the exhibits that the O Conservation Division
has filed in this case?

MR. MOELLENBERG. No obj ecti ons.

THE HEARI NG EXAM NER: That's what |
t hought. M. Tremaine, all your exhibits are admtted
I nt o evi dence.

(Case 25894 Exhibits OCD 1 through 28

were marked for identification and

recei ved into evidence.)

THE HEARI NG EXAM NER: The only thing |
would like to hear fromyour witnesses is that they

adopt them under oath, and if there are any
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corrections that need to be made, 1'd |Iike to hear
about those corrections upfront. And then maybe a
five-m nute sunmary of what they're, what these

exhi bits are showi ng, would be helpful to ne before we
go to cross-exam nation and then redirect if

necessary. So why don't you go right ahead.

MR. TREMAINE: Great. Well, we're
tal ki ng about a notice of violation today that rel ates
to two historical releases initially occurring in 2016
and 2018. As we've discussed at sone |length, the fact
patterns are quite extensive. Qur OCD exhibit binder
as close to 600 pages. We really went belt and
suspenders with that. So we're going to be, try to be
very circunspect here.

But one note real quickly, the OCD
ultimately determ ned after a series of environnental
bureau interactions with the operator that an NOV was
necessary, and that was issued in Novenber -- sorry,
April 3, 2025. Respondent Buckeye was served in
accepted recei pt of that NOV and the parties have been
in informal resolution since April 2025. On and off,
primarily technical discussions.

We' ve kept an informal resolution open
that long, in hopes that Buckeye would be able to

conpl ete the necessary renediation activities. But we
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have seen a shift in OCD s approach to the NOV around
the tinme of docketing, because in Decenmber OCD becane
informal |y aware that Buckeye was not expecting to be
able to conplete the required activity under Part 29,
which | believe is now acknow edged formally in
Respondent's pre-hearing statenent.

So given that posture and operator's
inability to conplete the renedi ation activities, OCD
prepared the presentation today, intends to present
those facts, and request an order finding that Buckeye
is in violation of the referenced rule sections,
| nposing the civil penalties as proposed, and granting
OCD authority to conplete all of the necessary
pl uggi ng, renedi ation, and reclamati on.

That's notable. W usually do not,
woul d not ask for plugging orders on the basis of an
envi ronnmental renediation violation, but with the
awar eness that Buckeye expects to be incapabl e of
conpleting that remedi ati on, that becomes necessary.
And OCD woul d expect as a result of an order or
settlenent agreenent in this case, if that is to
happen, that OCD would be utilizing the reclamation
fund to conplete any pluggi ng and associ at ed
remedi ation reclamation activities. So that is a

distinction to make about this and noting the specific
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bot h sanctions and renedi es requested.

Wth that, | would call Cory Smth as
our first w tness.

THE HEARI NG EXAM NER: Can we have al

three of your witnesses on the screen at the sane

time? I'mgoing to get themall sworn in.
MR. TREMAINE: | believe all three are
available. |Is Brittany Hall -- okay. And, Rosa

Romer o, can you pl ease pop on?

M5. ROVERO |'m here.

THE HEARI NG EXAM NER: Ckay. Good
morning, M. Smth, Ms. Hall, and, Ms. Ronmero. Would
you pl ease raise your right hand?

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?

M5. ROVERO | do.

MR. SM TH: | do.

MS. HALL: | do.

THE HEARI NG EXAM NER: Okay. | heard
three | dos.

M. Smth, would you spell your nane?

3

SMTH: Cory Smth, CORY,
S-MI-T-H
THE HEARI NG EXAM NER: Ckay. And, Ms.
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Hal | ?

M5. HALL: Brittany Hall,
B-RI1-T-T-A-N-Y, HA-L-L.

THE HEARI NG EXAM NER: Thank you. And,
Ms. Romero?

M5. ROVERO: Rosa Ronmero, R-O S-A,
R-OME-R-O

THE HEARI NG EXAM NER: Ckay, thank you.
" mgoing to continue nowwth M. Smth.

So, M. Tremai ne, you said you would
like to have M. Smith qualified as an expert in a
certain subject matter. Can you tell nme nore about
t hat ?

MR. TREMAI NE: Yes. M. Smth has
ext ensive experience in the oil and gas field
generally as an environnmental specialist, and as
supervi sor of the special projects groups overseeing
the work of environnmental specialists. So we're
offering M. Smth as an expert in the areas of
adm nistrative inplenentation of part 29 and the OCD
I nci dents system

M. Smth was primarily responsi ble for
structuring a host of updates to that systemand is
extrenely know edgeable in both the adm nistrative

requi renments of Part 29, and specifically how
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operators are expected to and are able to provide
updates regarding incidents through OCD s el ectronic
permtting system That's largely the subject --

THE HEARI NG EXAM NER: Now M. --

MR. TREMAI NE: Go ahead.

THE HEARI NG EXAM NER: Thank you, M.
Tremai ne. Wi ch docunent am| |ooking at to find his
Cv? Because | see three docunents filed on the 20t h,
one on the 19th. Wich is it?

MR. TREMAINE: |'m not sure about those
dates. But in the OCD exhibit binder for this case,
M. Smith's CVis Exhibit 1.

MR. GARCIA: It's the mddle, it's the
m ddl e i mage, Gregory. Second fromthe right.

THE HEARI NG EXAM NER:  Thank you.
Second fromthe right. Thank you. OCkay, | see it.

MR. GARCIA: That's the entire OCD
exhi bit packet.

THE HEARI NG EXAM NER:  Thank you, M.
Gar ci a.

Okay, M. Smth. Let me just review
your CV.

M. Moell enberg, have you seen the CV?

MR. MOELLENBERG  Yes, | have, M.

Heari ng Exam ner.
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THE HEARI NG EXAM NER: Ckay. Is there
any objection to qualifying himas a limted expert in
t hese fiel ds?

MR. MOELLENBERG. No obj ection.

THE HEARI NG EXAM NER: No obj ecti on.
Al right. | see relevant experience going all the
way back to 2004, and |I'm not going to go through it.
There's no objection to M. Smth being admtted as an
expert in the fields that M. Tremaine just |isted.
And | see substantial evidence that would lead ne to
qualify himin any event. So that's granted, M.

Tr emai ne.

So do you want to go on now with a
summary? | do see M. Smith's direct testinony in
here. He is sworn in. So do you want to go on?

MR. TREMAI NE: | will. Thank you, M.
Hearing O ficer.
VWHEREUPON,

CORY SM TH,
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:
DI RECT EXAM NATI ON

BY MR. TREMAI NE

MR. TREMAINE: M. Smith, you prepared
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direct testinony in preparation for this hearing,
which is |isted as OCD Exhibit Number 2; correct?

MR. SMTH:. | did.

MR. TREMAI NE: Today, are there any
corrections that are necessary to make to that direct
testinmony, to the best of your know edge?

MR. SMTH: Not that |I'm aware of.

MR. TREMAI NE: Okay. And do you adopt
that witten direct testinony as your sworn testinony
t oday?

MR. SMTH. | do.

MR. TREMAI NE: Okay, great. W' ve
already admtted all of the exhibits. So, M. Smth,

|"m just going to junp right to referencing Exhibit

Number 26, 27, and 28. |1'mgoing to take these out of
or der.

And, M. Hearing Examner, 1'd like to
share screen here. 1'mgoing to share OCD Exhi bit
Nunmber 27.

BY MR, TREMAI NE:

MR. TREMAINE: M. Smth, could you
pl ease descri be for the hearing exam ner and the
parties, the information that's contained on this
slide and the significance of this information?

MR SMTH. So this is essentially just
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a visual representation of the incident tineline that
generally happens with incidents that are related to
Part 29. So noving left to right at the very top,
general ly speaking, incidents are discovered and
they're generated with a date of release or a DOR

And then the first major, the first box
there is operators need to nake a decision if this is
a major or mnor release based on volunes, or if the
incident is a -- has a fire or potentially a -- and
there's a waterway, other hazard, right, so they need
to define if it's a major or mnor rel ease.

Because the difference is, is that if it's a
maj or rel ease, they need to provide notice to the OCD
within 24 hours of the date of the discovery. And if
it's a mnor release, then they just need to fill out
the initial C 141 within 15 days.

MR. TREMAI NE: M. Smth, let ne
interject with a question there. Wat is the
volunetric threshold for a major and m nor rel ease
respectively?

MR SMTH. So a major release is any
rel ease that is nore than 25 barrels of a substance,
or 500 MCF gases; and a minor release is five barrels
and 25 MCF -- or excuse me, 50 MCF.

MR. TREMAI NE: So pl ease proceed wth
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describing the content of this tineline as it applies
to major or mnor rel eases.

MR SMTH. Right. And so what |I'm
trying to just show here is that there's essentially
the first step, the first requirenent is that you have
to, one, provide notice to OCD either within 24 hours,
and then within 15 days by submtting an initial C-
141.

After that, the operator essentially has two
different choices. They have essentially 90 days from
the date of discovery to either do the top path, which
Is a formal delineation. That's where operators
performsite delineation vertically and horizontally
under 19.15.29.11. And then they submt a renediation
plan for review to the OCD

The reason that the bottom right-hand part
where it says variable timefranmes for both of these
steps is because when you submt a formal delineation,
you're allowed to ask for additional time. So it's
not necessarily just 90 days, but the renediation plan
has a requirenent that the operator provides the OCD a
proposed tineline for approval.

If they choose the bottom path, which is
generally the path that npst operators go for snaller

sites, they conplete site characterization, they
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conplete the renmedi ation plan, and the renedi ati on
within 90 days and submt that to the OCD for
approval .

Once -- noving left to right, once those are
approved and renmediation is conplete, the next step is
site reclamation. That generally involves the,
neeting the reclamation requirenents of 19.15.29. 13,
which is in the top four feet. Again, why this is
vari able is because sone parts of a release nmay not be
reclaimed until the -- until the PNA -- or sorry,
excuse me, until the well is P&A d, which could be
decades, as we all know, because those areas may be
reasonably needed for subsequent drilling or work over
activities.

Once the site's been reclainmed, the next
step is revegetation. Again, the requirenent is, is
that it's re-vegetated in the next favorable grow ng
season after it's been reclainmed. As you all are
aware, we live in the southwest part of the United
States, and sonetines the weather is not favorable for
grow ng and it can also take long periods of tinme. So
that is also a variable tinmefrane.

Once the operator conpletes revegetation,
the OCD considers the incident to be restored, and

restoration is conplete and there's no further action

Page 110

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

needed.

MR. TREMAINE: Okay. M. Smth, |'ve
got, oh, sorry, |I've got a couple clarifying questions
while you're at that. The first, in terns of the
tinmelines, is it fair to summarize that the default
deadline to conplete a renediation is 90 days?

MR. SM TH:  Yes.

MR. TREMAI NE: Okay. And that deadline
woul d apply in the absence of an approved renedi ati on
pl an submtted by the operator; is that correct?

MR. SM TH: Yes.

MR. TREMAI NE: Okay. And just
clarifying here, connecting sonme term nol ogy, you
I ndi cated that a notice may be required for ngmjor
rel eases within 24 hours. 1Is that, in the upper left
here, is that what's referred to as an NOR?

MR. SM TH:  Yes.

MR. TREMAINE: Okay. And howis an NOR
submtted to the G| Conservation Division?

MR SMTH: NOR is submtted through
the NOR application on the OCD permtting website.

MR. TREMAINE: Okay. And the
subsequent subm ssion or report notification to OCD
for a mnor, is that what's referred to here as the

initial C-1417?
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MR SMTH: Yes, sir.

MR. TREMAINE: Okay. | just want to
make sure we're connecting the dots to the formtypes.
s that also submtted through the OCD permtting
syst enf?

MR. SM TH. Yes, sir.

MR. TREMAI NE: Okay. Any other
clarifications that are necessary, in your opinion, on
t hose formtypes or process?

MR. SMTH: Just for M. Hearing
Exam ner, each application that's submtted through
OCD permtting gets a unique application |ID nunber and
it's displayed in the incident tineline and the
I nci dent details.

MR. TREMAINE: So, M. Snmith, junping
forward, as we're talking through this tinmeline, if
OCD were to allege a violation of an initial
notification requirenent, are we referring to that 24-
hour NOR or notice of rel ease?

MR SM TH. Can you repeat your
question, M. Trenaine?

MR. TREMAI NE: Yeah so, so in the event
that the OCD all eges that an operator violated the
requi renment to submt a 24-hour notification, is that

that notice of release that we just discussed?
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MR SMTH: Yes, sir.

MR. TREMAINE: Okay. And if OCD
all eges a violation that an operator failed to submt
a subsequent report of a release, does that refer to
the C-141 that we've discussed?

MR. SMTH: Yes, sir.

MR. TREMAINE: Okay. | junped in with
clarifying questions. Ws there any other information
that you wanted to share with the hearing officer from
this slide?

MR. SMTH: The -- the bottom section
I's just overview of the different statuses, based upon
the different type of C-141s that are submtted. So
the C-141 has nultiple choices, and it's all based
upon how the answers, the operator answers the
guestions, as to what type of C-141 it is.

And the bottom boxes down there kind of tell
you which one that is and which status those incidents
are in as you nove |left to right.

MR. TREMAINE: Great, thank you. |
t hi nk we've covered that slide, so | will nove on to
OCD Exhi bit Nunmber 28.

M. Smth, what is OCD Exhibit 287

MR. SM TH. OCD Exhibit 28 is just a

Power Poi nt, essentially show ng the major rel ease
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notification exanple that the OCD receives when we --
when the operator conpletes the NOR application. This
is just an exanple of what we see and who it goes to.
So it goes to the environnental bureau
chief, the incident, environnmental incident
supervisor. It also goes to the environnental field
conpliance supervisor. And the major notice, it has
the application ID, the operator's OGRI D, the incident
nunber, and allows us to quickly follow up if we need
t 0.

THE HEARI NG EXAM NER: M. Smith, |et
me interrupt you for a nonent.

M. Tremaine, | wonder if this wouldn't
be nore streamined if we found out what the
respondent was chal l enging. | understand why you're
doing this and it's not wong, but | wonder if we need
to spend tinme on this if the respondent’'s not
chal | engi ng.

So, M. Mbellenberg, what part of this
case is your client chall enging?

MR. MOELLENBERG  Thank you, M.
Hearing Officer. M client's not challenging the
overall case. W do think there are sone inportant
factors that are involved in terns of the,

particularly the penalty assessnent, including
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evi dence of historic incidents or rel eases that
preceded the incidents that have led to the NOV,

i ncl udi ng by prior operators and operators of other
facilities in the vicinity.

A factor in this particular case is
that the State Land Ofice is involved as the site is
under a state lease. So there's sort of two tracks to
this matter. There's one issue in particular, | think
related to the penalty assessnent, which is a period
of tinme where communi cations were interrupted by the
COVID incident. This is a pretty longstanding matter

THE HEARI NG EXAM NER:  So, M.
Moel | enberg, let nme interrupt you for a nonent.

MR. MOELLENBERG. Yes.

THE HEARI NG EXAM NER: | think
under st and where you' re going here and | think,
correct me if I'mwong, your client is not
chal | engi ng whet her there was a violation. Your
client is admtting there was a violation?

MR. MOELLENBERG: That's a little bit
of a conpl ex question under a conplex set of
circunstances. So probably sounds like I'm kind of
dodgi ng that question.

But | would concede that there is

evidence that the tinelines specified in Part 29 were
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not met during certain periods. Now of course there
iIs the COVID piece, there's a time where | think the
record shows that communications were interrupted, and
t hat does factor into a penalty assessnent here, |
think, given we're running penalty assessnents over
some of that tinmefrane. That's a matter

But the heart of the matter here is, as
M. Tremaine indicated, Buckeye Di sposal for sone tine
attenpted to and has done a |lot of site
characteri zati on work. As sonetines happens with site
characteri zati on work, you collect soil sanples. That
I ndi cates that nmaybe things are nore than were
originally anticipated or there are contam nant
sources other than the incidents being addressed.

And along with that, Buckeye Di sposal
was subm tting proposed renediation plans, which it
hoped to have the neans to carry out. But essentially
as this case progressed, Buckeye no | onger has
sufficient resources to conplete characterization and
to conduct renmediation within the scope of what the
Di vision believes is necessary.

So that's a summary of where we're at.
| don't know if that clarified the issues or nuddied
the waters for you, M. Hearing Oficer, but that's

essentially the narrative that | would present here.
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THE HEARI NG EXAM NER: It sounds |ike
what you're saying, and |'"'mgoing to go to you in a
noment, M. Tremmine, |'ve seen your hand up. It

sounds |i ke what you're saying to ne, M. Moell enberg,

is nmy client's willing to accept a certain amount of
responsibility, but we feel like the penalty is too
hi gh.

MR. MOELLENBERG. | think that's a fair
assessnent .

THE HEARI NG EXAM NER:  Ckay. M.
Tremai ne, what were you going to say?

MR. TREMAINE: Well, | was going to say
that, yeah, w thout knowi ng ahead of tinme that,
whet her there was a dispute regarding the specific
ti nmelines, because these various tinelines attached
all the way back to 2018, we've prepared this
presentation. |If that's not necessary, | can nove on.

Ms. Hall can talk to, can, is able to
speak to the particular status of site
characterization work, incident statuses at those two
sites. W're going to use both her and Ms. Ronmero to
tal k about the civil penalty cal cul ati on.

|'"d ask for a nonent of grace and
pati ence because |I'm asking my witnesses to nove

t hrough their presentations out of order, but | can
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nove to Ms. Hall to address those two questions. |'d
ask her to adopt her direct testinony and then provide
a summary of the incident, and then we can get into

t hose two questions, if that pleases the hearing

of ficer.

THE HEARI NG EXAM NER: Let's do this.
So, M. Mbellenberg, M. Smth has adopted his witten
testi nony under oath, made no corrections to it. Do
you have any questions for M. Smth?

MR. MOELLENBERG | do not have any
guestions for M. Smth. | understand he is the
w tness that's kind of presenting the Part 29 Pri us,
so to speak, and not so much the particular site
| ssues.

THE HEARI NG EXAM NER: | under st ood
that too, and | felt |ike you probably didn't have any
I ssue with his testinony and you weren't going to be
cross-examning him And so we didn't need to spend a
bunch of tine, since we've already gotten his
information in evidence, with your stipulation.

So, M. Smth, thank you for your
participation. M. Tremaine may recall you, | don't
know what's going to happen, but thank you for your
work in this case.

MR. SM TH. Thank you.

Page 118

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

THE HEARI NG EXAM NER: Ckay, Ms. Hall.
M. Tremai ne was addressing you.

MR. TREMAI NE: Thank you. | think you
i ndicated this, M. Hearing Oficer, but that would be
my only stipulation with noving on, is that if there's
a clarification on those process requirenments and
deadlines, | may need to go back to M. Smith. |
don't expect there to be.

VWHEREUPON,
BRI TTANY HALL,
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. TREMAI NE:

MR. TREMAI NE: Ms. Hall, we've entered
the exhibits, but I just want to direct you to OCD
Exhi bit Nunber 4.

Did you prepare, sorry, OCD Exhibit
Number 3, is that your resune in which you prepared in
preparation for this hearing?

MS. HALL: Yes.

MR. TREMAINE: No corrections are
necessary to that exhibit; are there?

MS. HALL: No.
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MR. TREMAINE: Okay. And did you
prepare witten direct testinony, which is OCD Exhi bit
Number 47

MS. HALL: Yes.

MR. TREMAI NE: Does your direct
testinony require any corrections or changes today?

MS. HALL: No.

MR. TREMAINE: |Is the information that
you provided in your direct testinony true and
accurate, to the best of your know edge?

MS. HALL: Yes.

MR. TREMAINE: And do you adopt your
witten direct testinony, Exhibit 4, as your sworn
testi nony today?

MS. HALL: Yes.

MR. TREMAINE: Okay. |I'mgoing to junp
right to asking you, so | think to be clear, there's
two incidents that are referenced with proposed
violations in the NOV;, correct?

MS. HALL: Correct.

MR. TREMAI NE: Could you please provide
us with a brief sunmary of the nature of the rel eases
and their current statuses?

MS. HALL: So both rel eases were

reported at the state AF nunber 3 by Buckeye Di sposal.
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They're historic in nature, just sinply neaning that
they were discovered in 2018 or prior to 2018, and
they're still actively open in the OCD s system

The i nci dent event notes, state, that both
of the rel eases were actually discovered by state
regul atory bodi es and not the operator thensel ves.
But they also indicate on the C- 141 that was submtted
by the operator, that they both occurred within the
di ke of the line tank battery. As of right now,
there's not enough information for OCD to determne if
t hey overl apped each other or not.

MR. TREMAI NE: Ms. Hall, did you hear
the discussion earlier regarding the suggestion that
Buckeye has conpl eted sone substantial site
characterization work at the site?

MS. HALL: | did.

MR. TREMAINE: Okay. |[|'d like you to
sunmari ze OCD's response to that and just give an
outline or briefing for us on what delineation and
characteri zation records or information does OCD have
regardi ng those two incidents. That was a little
conmpound.

Do you understand ny question?

MS. HALL: Kind of, but can we break it

down into separate --
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MR. TREMAI NE: Yeah, |et ne rephrase.
So we referred to the site characterizati on work.

So what's the status of the delineation
stage at each incident?

M5. HALL: So each incident, | would
say delineation is not conplete. Buckeye Disposal has
conpl eted sone soil sanpling and an EM or
el ectromagnetic survey of the sites, indicating that
there is contam nation in the ground that is above
OCD' s closure criteri a.

But as of this hearing, OCD has not
recei ved conplete vertical delineation of the site.
And that would include --

MR. TREMAINE: Ckay. So -- go ahead.

M5. HALL: | was just going to say that
woul d i nclude information for both incidents.

MR. TREMAI NE: Okay. So what specific
information is, in your opinion, mssing fromthe
del i neation reports that have been submtted?

MS. HALL: The specific information
that | would say is mssing is full delineation of the
site. We would need vertical delineation for, I
beli eve, just petroleum hydrocarbons, and we would
al so need a renedi ation plan that we could approve

based on that delineati on.
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MR. TREMAINE: Okay. So | asked you
about delineation. |Is site characterization work
conplete? What's the status of that?

M5. HALL: The site characterization
work includes the delineation, so it is not conplete.

MR. TREMAI NE: Okay. Anything about
site characterization specifically that's m ssing or
requi red under Part 29 which we did not already
di scuss as part of the delineation?

M5. HALL: | don't believe so.

MR. TREMAI NE: Okay. You did reference
an approvable renedi ati on plan. What's the status of
Buckeye's, any renediation plan submtted by Buckeye?

M5. HALL: So in the renmediation plan
t hat Buckeye has -- has submtted recently, | would
say like within 20, |like the year of 2025, they are
proposing to either excavate at one point just the
upper four feet or excavate down to five and a half
feet and place a clay liner.

The | ocation of the rel eases have
sensitive setbacks that would put the operator into
needing to renediate to the nost stringent closure
criteria. And the upper, you know, four and five
feet, unfortunately, aren't the only strata of soil

t hat are cont am nat ed.
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MR. TREMAINE: Okay. So is it fair to
say that the issues with the renediation plans are the
Part 29 renedi ati on standards?

M5. HALL: | would say that's fair.

MR. TREMAI NE: Okay. Buckeye is
proposing to renmediate to the | east stringent
standard, but OCD is requiring Buckeye to renediate to
t he nost stringent standard?

M5. HALL: At one point, Buckeye was
proposing to renediate to the | east stringent closure
criteria based on depths of water in the area. Depths
of water in the area is over 100 feet, but they're
within 1,000 foot of a water well, which automatically
puts themin the nost stringent closure criteria, as
well as there's a freshwater pond just south of the
site. And so they're within the setbacks of that as
wel |, just based on sone delineation points that they
have.

The issue with only renediating the
upper four to five and a half feet is that woul d
require a variance and the OCD woul d -- does not
approve a variance wi thout full delineation.

MR. TREMAI NE: Thank you. |Is there
anything else regarding the status of these two

I ncidents that we need to discuss that | haven't asked
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you about related to the site, referenced site
characterizati on work general ly?

MS. HALL: | don't believe so.

MR. TREMAINE: Okay. So I'd like to
nove al ong and tal k through OCD Exhi bit Nunmber 10.
This is the civil penalty calculator. This has been
admtted, and |'mgoing to share screen. These are
very wi de docunents so I'mgoing to try to get this on
the screen here.

All right. So, Ms. Hall, were you
directly responsible for preparing the draft NOV and
civil penalty cal cul ator?

MS. HALL: | was.

MR. TREMAINE: COkay. And to clarify,
is that NOV subject to, and civil penalty cal cul ator,
subj ect to approval by your supervisors and OCD
| eader shi p?

MS. HALL: It is.

MR. TREMAINE: | want to run through
here and just ask you to connect the dots between the
line items in the civil penalty cal cul ator and the
violations that are alleged in the NOV. So, and |I'd
like, let's start with the first |ine here, the
29.8(A) violation.

| believe that you heard M.
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Moel | enberg's statenent regarding violations that have
been assessed at different periods of tine, you know,
precedi ng peri ods of tine.

Is it consistent with your
under standi ng that Part 29 and Part 5, the enforcenent
rul e, have been updated after these two incidents
initially occurred?

MS. HALL: Yes.

MR. TREMAINE: Okay. So here on this
first line we've cited -- proposed a violation, a
singl e-day violation, for a prohibited m nor rel ease.

Coul d you pl ease descri be why OCD
proposed a m nor rel ease violation?

M5. HALL: So we proposed the m nor
rel eased violation, we proposed it as a mnor due to
the fact that when Buckeye submtted their initial C
141s for each of the incidents, they indicated that
the rel ease did not exceed 25 barrels. And so that
would put it in the mnor category. W also proposed
it as a one-day violation because the -- the well has
been plugged, | believe it was plugged in April of
2023, but since the release has not been renedi ated
yet, we inposed a -- a one-day fine.

MR. TREMAINE: And would you agree with

me -- well, strike that.
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So that rel ease, when was that rel ease
reported to have occurred initially?

MS. HALL: Are you asking the date of
di scovery?

MR. TREMAI NE: The date of discovery,
yes.

MS. HALL: So there's -- there's two
separate rel eases on -- on the civil penalty
calculator. The first rel ease was discovered in 2016,
| can't renmenber the nonth, and then the second
rel ease was di scovered in 2018.

MR. TREMAI NE: Ckay. And that rel ease,
that first rel ease, 2016, | believe you already
testified that it is not yet renediated; correct?

MS. HALL: Correct.

MR. TREMAINE: Okay. And would you
agree with ne if | said that in 2016, OCD did not have
civil penalty authority or the -- had not prohibited
maj or or mnor releases?

M5. HALL: Yes, | would agree with
t hat .

MR. TREMAI NE: Okay. Does OCD consi der
this to be an ongoing violation?

MS. HALL: Yes.

MR. TREMAI NE: Okay. Wuld the fact
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that the incident is not renedi ated, would that be
adequat e grounds for proposing a different violation
for failing to renedi ate a rel ease under anot her
section of Part 297

M5. HALL: Can you repeat that?

MR. TREMAINE: Yes. Alternatively to
proposing a m nor release violation, could OCD have
proposed a violation for failing to renedi ate the
rel ease?

MS. HALL: Yes.

MR. TREMAI NE: Ckay. And that
viol ation, could that have been proposed as a nulti-
day, an ongoing violation?

MS. HALL: Yes.

MR. TREMAINE: Okay. | want to npve on
to the second one. Again, we're on the first incident
here, 2016, the 29.11.

Which violation is, does this relate
to?

MS. HALL: | believe that's failure to
submt site characterization, but it's pretty small.

MR. TREMAINE: And is that one of the
C-141s that we've referenced through M. Smth's
testi nony?

M5. HALL: Yes, it is a portion of the
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remedi ation plan C- 141.

MR. TREMAINE: Okay. | specifically
want to ask you if there's any clarifications that you
need to make in terns of how OCD proposed this line
itemcivil penalty?

M5. HALL: Yes, there is. So the day
of violations for that particular violation that we
are tal king about is listed at 2,250 days. |
cal cul ated that violation based on the transitional
cl ause of 19.15.29, which essentially gave the
operators 90 days to submt a renediation plan with
site characterization after the new rule canme into
ef fect.

The days penalized in the orange col umm
is incorrect. That should be a penalty, days
penal i zed shoul d be 252 days, which would be the date
fromthe | ast extension request due date that Buckeye
subm tted.

MR. TREMAINE: Okay. So to clarify,
this days in violation, that total nunber of days,

t hat goes back to 2018; correct?

MS5. HALL: Correct.

MR. TREMAI NE: Okay. We've covered
this, but in 2018, OCD didn't have civil penalty

aut hority under Part 5; right?
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MS. HALL: Correct.

MR. TREMAINE: Okay. So if we changed
this to 252, what event or deadline does that 252-day
cal culation relate to?

MS. HALL: l"msorry, | didn't
under st and that question.

MR. TREMAINE: You indicated in answer
to ny previous question, that 2,000 and, 2,250 days
penal i zed shoul d be 252 days.

VWhat is that 252 days attached to?

MS. HALL: That is attached to the |ast
due date that the OCD gave as an extension request.

MR. TREMAINE: So this second line item
in the civil penalty cal cul ator maxes out at the
$200, 000.

If we update the civil penalty
cal culator in the days penalized colum to 252, does
t hat change the total proposed civil penalty in this
total colum?

MS. HALL: It does not.

MR. TREMAINE: Okay. There are a
nunber, before we get into just connecting the dots on
specific violations, there's a nunber of these 2,250
days in here.

Does the sane anal ysis apply to those
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other, to those other line itens?

MS. HALL: It does.

MR. TREMAINE: Okay. |If we update
t hose other line of itenms to violations only occurring
i n 2023 through 2025, in that tinme period, does that
change the total calculated civil penalty?

MS. HALL: It does not.

MR. TREMAI NE: Okay. And did you test
t hat assunption or run new civil penalties in
preparation for the hearing?

MS. HALL: | did.

MR. TREMAI NE: Okay. All right. So
after you changed those days, penalized dates, do you
still get a proposed civil penalty of $1, 604, 5007

MS. HALL: Yes.

MR. TREMAI NE: Okay. Thank you.

So that, M. Hearing exam ner, | think
that that is going to cover our direct portion
regarding the clarifications on the civil penalty
cal culator. |If necessary, |'m happy to wal k through
and tal k about the nature of the violation in each
line item but |I'm expecting that the concerns with
the civil, proposed civil penalty and the cal cul ators
relate to the specific itens that | brought up.

THE HEARI NG EXAM NER: Ckay. So you
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offering Ms. Hall for cross-exam nation?

MR. TREMAINE: 1In order to expedite
this process, yes. |If there's questions about the
nature of the other violations, I'd |like to conme back,
but | think good faith effort to nove this forward.

THE HEARI NG EXAM NER: Perfect.

M. Moel |l enberg?

MR. MOELLENBERG  Thank you, M.
Hearing O ficer.

CROSS- EXAM NATI ON
BY MR. MOELLENBERG

MR. MOELLENBERG Good norni ng, Ms.
Hall. Thank you for your testinony here today. |
have just a couple of questions.

In the chart that you presented, is
there a period of tine covered by the history there
that was during the COVID epidem c?

MS5. HALL: So | believe with the 2,250
days in that penalized colum, it probably would cover
a portion of the COVID epidem c. But again, we're
changi ng, you know, that was a typo. |It's incorrect.
The 252 days actually is calculated from May 2, 2024,
| believe. | knowit's May 2024. | can't -- | can't
remenber if it's the second or the first.

MR. MOELLENBERG  Okay. Thank you for
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that. And aside fromthat original 2,000 and such day
period, is there any other portion of the tineline
covered by the proposed civil penalty that was during
t he COVID period of roughly March of 2020 unti
probably sonetine in 2022 when everything was fully up
and runni ng agai n?

MS. HALL: No.

MR. MOELLENBERG  Okay. Thank you.

Ms. Hall, earlier in your sunmary, and | know you've
given a very abbreviated summary, you nentioned

el ectromagneti c survey work performed by Buckeye

Di sposal .

Do you recall that?

MS. HALL: Yes, sir.

MR. MOELLENBERG. Has Buckeye Di sposal
al so conpl eted a nunber of soil borings, obtained
sanples for analysis, and provided the results of the
anal ytical sanpling?

MS. HALL: | believe so. | think there
may be one set of sanplings that wasn't submtted wth
the renedi ati on plan due to the NOV, but | can't
recall off the top of ny head if that one was
submtted or not.

MR. MOELLENBERG. Ckay. And | believe

you' ve included Buckeye Di sposal's proposed plans and
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reports in the record. That additional work that I'm
menti oni ng woul d be shown in there?

MS. HALL: Correct.

MR. MOELLENBERG  Okay. Wbuld you
agree with nme that in Buckeye Disposal's various plans
that it identified issues that indicated that there
may have been historic releases at this site that
preceded the incidents that you' ve identified as the
basis for the NOV?

M5. HALL: | wouldn't be able to speak
to that since no other rel eases has been reported to
the OCD by separate operators.

MR. MOELLENBERG Is it your
under standi ng that there were and may continue to be
ot her operators operating at or in the vicinity of
this site?

MS. HALL: Yes.

MR. MOELLENBERG. And as to ny earlier
guestion, any such information regarding other
potential historic releases reported or not reported
woul d be indicated in the Buckeye Di sposal witten
subm ssions to OCD?

M5. HALL: | would say yes, | agree
t hat Buckeye has indicated that other operators nay

have had releases in the vicinity.
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MR. MOELLENBERG.  Thank you, Ms. Hall.
That's all | have.

M5. HALL: Thank you.

THE HEARI NG EXAM NER:  So |I'm going to
ask M. Garcia, our technical exam ner, if he has any
guestions for Ms. Hall.

MR. GARCIA: | believe |I have two,
maybe.

Ms. Hall, M. Moellenberg was kind of
aski ng about COVID, you stated that 252 days is before
COVID or after COVID. | guess ny question is even in
regards to COVID, did the division issue any
clarifications for spills during the COVID tineline?

M5. HALL: | was not a part of the
division during the COVID tineline, so |I'm not sure,
other than | believe at sonme point in tinme that all
subm ssions were noved to el ectronic subm ssions
duri ng COVI D.

MR. GARCIA: Do you know if any other
wi tnesses would be able to answer that question?

M5. HALL: Potentially Cory Smth,
since | believe he was here during the COVID tineline.

MR. GARCIA: Ckay. | can reserve ny
guesti on.

M. Mbell enberg kind of also, if I
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understand his question correct, | believe he was
sayi ng these sites have spills fromprior operators.
| guess my question to you is, when operators buy
assets, wells, locations, et cetera, what is the
responsibility of those spills? Do they transfer with
pur chases?

MS. HALL: They do.

MR. TREMAINE: Okay. | believe that's
all of nmy questions, M. Exam ner.

THE HEARI NG EXAM NER: M. Tremaine,
any redirect?

MR. TREMAI NE: No, | think we can cover
everything else with Ms. Ronero.

THE HEARI NG EXAM NER: Ckay, sounds
good.

So, Ms. Hall, you're excused, but
pl ease stay available in case M. Trenmai ne needs you.

MS. HALL: Thank you.

THE HEARI NG EXAM NER:  Al'l right, thank

you.
Ms. Ronmero, | rem nd you that you're
still under oath.
M. Tremaine, go right ahead.
MR. TREMAI NE: Thank you.
VWHEREUPON,
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ROSA ROVEROQ,
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, TREMAI NE:

MR. TREMAINE: Ms. Ronero, when did you
start with the G| Conservation Division?

M5. ROVERO  April of 2022.

MR. TREMAINE: Okay. Are you able to
answer M. Garcia's question about guidance during the
COVID period or would we need to refer to soneone el se
or sonme other record for that?

M5. ROVERO | was not here in that
time, but | amaware that what Ms. Hall said was
correct. There was no exenptions for spills and
reporting, but we did nove to a nore digital format
to -- for COVID precaution reasons.

MR. TREMAINE: |If there are any
guestions regarding the process of submtting C 141s
or other docunents related to incidents, would you
refer back to M. Smth's testinony and exhi bits?

M5. ROVERO | can probably answer
sone, but Cory would be the expert in that.

MR. TREMAINE: Okay. |I'mgoing to
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share nmy screen again and ask you sone questions about
the civil penalty cal cul ator.

So just to clarify, building off Ms.
Hall's testinony, is it, and to clarify, this days in
vi ol ati on, when OCD cal cul ates a violation, is like
this colum, the days in violation, is that the total
number of days that OCD believes a violation occurred?

MS. ROVERO: That is the total nunber,
yes.

MR. TREMAINE: Okay. |Is that the sane
thing or is that different fromthe nunber of days
t hat OCD may propose to calculate a civil penalty
based on?

M5. ROVERO So in this circunstance,
did instruct Brittany to draft this on the total
number of days penalized. However, the civil
penal ties thensel ves were not cal culated until the
2024 date in which the [ast extension expired and we
had still not received them

So from 2024 date until now, it
received its cap, the max capacity for that particul ar
violation. And so that if even recalculated to date
fromthe NOV, would still remain the same nunber. So
| did not see it necessary to recal cul ate them agai n.

MR. TREMAI NE: Okay. And specifically
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on this, you answered part of this, but the days
penal i zed nunber here, if we amend this according to
Ms. Hall's testinony, is it accurate to say that the
entirety of those days penalized for violations
occurred in 2024?

M5. ROMERO. Yes.

MR. TREMAINE: Okay. | want to ask you
about the major and m nor rel ease violations, we
tal ked about this with Ms. Hall, and invite you to
expl ain why OCD chose to propose prohibited major or
m nor release violation for related to historic
rel eases.

M5. ROVERO In this scenario, the --
the options were to utilize this particular violation

or to utilize a failure to renedi ate. And in an

effort to be reasonable and -- we selected a single
day violation. |If we would' ve opted for failed to
remedi ate the -- it would ve been a nulti-day

violation and increased our civil penalty cal cul ator.
So OCD did so as -- as a discretion authority.

MR. TREMAINE: Okay. |Is there anything
el se that you wish to clarify or explain regarding
this civil penalty cal culator which I have not asked
you?

MS. ROVERO | don't believe so.
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MR. TREMAINE: Okay. And we've kind of
j umped ahead to shorten this, but you supervise both
of the other witnesses in this case and their actions
and work product related to this NOV and civil penalty
cal cul ator; correct?

MS. ROMERC Yes.

MR. TREMAI NE: Okay. And you' ve heard
that, you are aware of the fact that both of these
I nci dents have been open since 2016 and 2018,
respectfully; correct?

M5. ROVERO |'m aware.

MR. TREMAINE: Great. How would you
characterize the amount of review and work that OCD,
that's necessary for OCD to put in reviewng filings
in matters |like this?

M5. ROVERO  There's a significant tine
comm tnment involved in every subm ssion. |In cases
|i ke this, there have been, especially since the NOV
was issued, multiple neetings and di scussi ons on as
far as providing technical assistance as to what OCD s
Part 29 actually requires, was provided to -- to
Buckeye in this scenario.

And so we have spent a significant
ampunt of time attenpting to resolve this situation,

and that woul d've been w thout any penalties had it
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been resolved prior to the -- to the NOV.

MR. TREMAINE: And would you agree with
the statenent that if the OCD is granted the order
that we're requesting, or in the case of a potenti al
settlenment, it is likely that OCD will becone
responsi ble for conpleting the renmedi ati on of these
two i ncidents and any others that are associated with
Buckeye Di sposal ?

M5. ROVERO. | would agree with that.

MR. TREMAINE: And are you able to
characterize the comm tnment or anount of work, in
terms of |ike financial or otherw se, that would be
associated with that remedi ati on?

M5. ROVERO Aside fromthe financial,
you know, the civil penalty cal cul ator probably does
not enconpass what we know would |ikely be the total
cost of what these renediations would cost just in, in
sheer financial obligation. But that also would
require OCD to continue to work as project nmanagers to
oversee that, and so significant enpl oyee costs as
wel | .

MR. TREMAINE: And is it your
expectation that OCD would utilize either the
reclamation fund or the BIL grant funds to conplete

t he renmedi ati on?
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M5. ROVERO  Yes.

MR. TREMAINE: G ven the clarifications
t hat we've discussed on the particular civil penalties
and what you've described as OCD s approach to the
prohi bited m nor release violation and the history of
these sites, is it yours and OCD s opinion that the
cunul ati ve proposed civil penalties are fair and
reasonabl e?

M5. ROVERO | believe they are fair
and reasonable. Should we have gone back and
recal culate them they woul d have increased.

MR. TREMAI NE: Okay. And specifically
on that, after OCD issued the notice of violation and
requi red specific conpliance actions, would Buckeye's
failure to conplete the required steps constitute an
ongoi ng vi ol ati on?

MS. ROVERO  Yes.

MR. TREMAINE: And | believe this is
what you just referred to, but is this, did OCD el ect
to update the civil penalty calculation after issuance
of the NOV or continue with the initial proposed civil
penal ty cal cul ati on?

M5. ROVERO. We opted to continue with
the initial proposed cal cul ati on.

MR. TREMAI NE: G eat . | think that
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takes care of all of ny questions, M. Hearing
O ficer, and tender Ms. Ronmero for cross-exan nation.

THE HEARI NG EXAM NER: M. Trenmi ne,
before we do that, did Ms. Ronero submt any witten
testi nony?

MR. TREMAINE: No direct from Ms.
Romero. No witten direct.

THE HEARI NG EXAM NER: Were there any
exhibits that canme in through her?

MR. TREMAI NE: Actually, there's only
her resume. Only her resunme. And then |let nme just
doubl e check everything. 8 through 25, that's
not -- that's not correct. 24.

Ms. Ronmero is the, provides the
aut hentication for Exhibit 25. That was the October
2025 emnil with, where OCD outlined a final set of
deadl i nes that Buckeye needed to conply with, which
predi cated our informal discussions in Decenber, where
after which we were operating under the belief that
Buckeye was not able to conplete the renedi ati on steps
outlined in that email. So that's her email.

And the remai nder of those Exhibit 26
t hrough 28 are attached to M. Smith. So just Exhibit
5 and exhi bit 25.

THE HEARI NG EXAM NER: Do you want to
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ask this witness if she adopts, under oath, her
exhibits and if there are any changes?

MR. TREMAINE: Sure. | think she
didn't do direct so there's, | thought they were
admtted. But yeah.

BY MR TREMAI NE:

MR. TREMAINE: Ms. Ronero, are there
any necessary corrections to either your resune or the
Exhibit 25 email to Buckeye?

M5. ROMERO There are not.

MR. TREMAI NE: Perfect.

THE HEARI NG EXAM NER:  All right. M.
Moel | enber g?

MR. MOELLENBERG. Thank you, M.
Hearing O ficer. | have no questions for this
witness. And | guess that's that.

THE HEARI NG EXAM NER: M. Garci a?

MR. GARCI A No questions of the
w tness, but potentially Counsel.

THE HEARI NG EXAM NER: Sounds good.
And then, M. Garcia, did you have a question for M.
Cory Smith?

MR. GARCIA: | did earlier, and | think
Rosa alluded to it in the beginning of her testinony.

| guess | can clarify for the record.
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Ms. Ronero, | had asked Ms. Hall about
basically the Division's policy or stance on spills
and how that occurred during COVID. Do you know how
that was affected?

M5. ROVERO  Tinelines were not
changed. However, we did nove to a digital format.

MR. GARCIA: So if a spill occurred
prior or during COVID, it just followed the, as the
rule said, other than the submttal process?

M5. ROVERO  Yes.

MR. GARCIA: That's all mnmy questions,
M. Exam ner.

THE HEARI NG EXAM NER: AlIl right. So
then we don't need to recall M. Smth?

MR. GARCI A: No.

THE HEARI NG EXAM NER:  Ckay. Very
good. Okay. |Is there any redirect, M. Trenai ne?

MR. TREMAINE: Only one question.

REDI RECT EXAM NATI ON
BY MR, TREMAI NE:

MR. TREMAI NE: Ms. Ronmero, | certainly
under st and t he questi ons about the COVID period, but I
just want to put a nail in this. |Is OCD proposing any
civil penalties for violations that woul d' ve occurred

during or shortly after the COVID pandem c peri od?
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M5. ROVERO No, the -- the proposed
civil penalties are all fromthe 2024 date, the | ast
ext ensi on.

MR. TREMAI NE: Okay. Nothing further.

THE HEARI NG EXAM NER: All right. Let
me see if | have any questions. Hold on one nonent.

M. Tremai ne, would you please bring up
the exhibit that shows the penalty days cal cul ati on?

MR. TREMAINE: Yes. This is OCD
Exhi bit Nunber, let nme get it right because they're
different, 9.

THE HEARI NG EXAM NER:  All right. Let
me see if | can make this bigger, because these
nunbers are so small it's hard for ne to -- ah, there
we go.

In colum nunber, well, | don't know
what columm nunber it is, but in the one with the
headi ng that says "days in violation," rows 2 and 3
and further down, say 2,250. |Is that correct?

MS. ROVERO No, no. Brittany did
bring this up. M. Hall brought this up when she
spoke. That was the total days they were in
violation. The correction did need to be made under
days penalized that it should be 252 days instead of

the -- the 2,000-sonme-odd days that are there. Sorry,
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| can't read it either. However, should we make that
correction, it makes no changes in the total anount.

THE HEARI NG EXAM NER: Right. So, M.
Tremai ne, can this exhibit be anended to fix that?

MR. TREMAINE: Yes, it may. | believe
we actually already have that conpleted, but we caught
t hose 2,250 days in the, even though that wasn't OCD s
I ntent, we caught that after the preparation of the
pre- hearing statenent.

If it's helpful, a brief proffer. All
of the fields in green here are manual text entries.
The blue are dropdowns that automatically change the
content that displays in the beige. And then the
orange is the one. So what we put here is this
changes the cal cul ator, whereas the, what's put here
in this colum in the green does not change the
cal cul ati on.

So the | egal argunent here is that the
sane requi renent existed, reinstatenent of OCD s civil
penalty authority, and this was carried over because
any, basically any reasonable nunber we put in there
resulted in the sane result. W should have caught
that and corrected it. | didn't catch it before. So
we' re happy to provide that, provide that update.

THE HEARI NG EXAM NER:  Ckay. M.
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Moel | enberg, your position?

MR. MOELLENBERG. |I'mfine if the
Division would like to update the exhibit.

THE HEARI NG EXAM NER: Ckay. All
right. M. Moell enberg, the state has presented its
three witnesses. And you said you don't have
W tnesses. So you don't have a case in chief; is that
ri ght?

MR. MOELLENBERG. That's correct.

THE HEARI NG EXAM NER: All right. Do
you have a rebuttal case?

MR. MOELLENBERG No, we do not.

THE HEARI NG EXAM NER:  All right. M.
Tremai ne, do you rest your case in chief?

MR. TREMAI NE: Yes, we do.

THE HEARI NG EXAM NER: Okay. How do
the parties want to proceed fromhere? |t sounds |ike
M . Mel |l enberg wants to conti nue negoti ations.

Is that right, M. Moellenberg?

MR. MOELLENBERG Yes. | would like to
have sonme di scussions. | would i magi ne you woul d t ake
this matter under advisenment and we can |l et you know
I f we succeed with anything. | don't know what the
ti meframe would be for a decision, but |I can discuss

that with M. Tremi ne.
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THE HEARI NG EXAM NER:  All right.
Well, M. Moellenberg, you're well aware that the
standard of evidence is preponderance and that, you
know, | can only consider relevant and reliable
evidence in the order.

M. Tremai ne, how do you want to
pr oceed?

MR. TREMAI NE: | think that if M.
Moel | enberg wants to talk, | think we could set this
for a status with the other case on March 12th, if M.
Moel | enberg's avail able, as a placeholder. | suspect
we will -- to be candid, OCD has very limted options
in how to settle a case in this posture. The other
matter that was continued fromtoday is in a very
simlar posture. That operator was able to, we
bel i eve, neet our terns.

So | believe I will know very quickly
I f settlenment's possible, and then we could cone back
on a status on the 12th and issue ny -- prepare for
relief if we're unable to settle.

THE HEARI NG EXAM NER: So, as M.
Tremaine said, it's going to be --

MR. GARCIA: M. Exam ner, while you
think on that, could I ask Counsel one question?

THE HEARI NG EXAM NER: Yes, go ahead.

Page 149

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. GARCIA: M. Trenmi ne, one question
| have for you, and | think you're the right one to
address it. In your application, your opening
statenent seened to hint at certain requests that you
were seeking for the Division in an order. | don't
know if | saw in the exhibits, like a bullet pointed
list of this is what we seek in an order.

I's that sonet hing you could provide to
us? O like civil penalty blank, you know, XYZ?
Because | believe you hinted at sone orphan statuses,
whi ch caught nme off guard a little.

MR. TREMAI NE: Yeah, that's a good
question, M. Garcia. So this one was one where we
had every reasonabl e belief that Buckeye was not able
to conplete the renedi ation activities under Part 29.
But that wasn't formally docunented, so we did not
amend the notice of violation.

In terns of the sanctions, we're asking
for the sanctions as proposed in the NOV. But I'm
happy to provide a bulleted list of those along with
the updated civil penalty calculator. The only change
I's that because we've becone formally aware that
Buckeye does not have the ability to conplete the
remedi ation, these sites are going to inevitably fall

on OCD to renedi at e.
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So we have covered that to sonme extent
with Ms. Ranmero, but | think based on the Buckeye's
filings, the record is clear that OCD us going to have
to do that. So on that basis, that adni ssion al one,
OCD believes that the renedy of authorizing OCD to
conpl ete plugging and renedi ation is appropriate under
t he circunstances.

Buckeye has inplicitly acknow edged
that the incidents and any associated facilities w |l
be -- if they don't have the ability to conplete the
remedi ation, they're not going to have the ability to
conplete the renedi ati on and conpl ete any pluggi ng and
abandonnment activities.

So | think the record is clear that
that remedy is appropriate. That's the only thing
that we've changed fromthe NOV in the pre-hearing
statenent or our presentation today. Did that answer
your question?

MR. GARCIA: Yes, it did. And | would
take you up on getting a bullet point list. |t nakes
things easier with the nunber of cases we hear on a
daily basis. Wen we cone back to it, we know what's
bei ng sought after.

MR. TREMAINE: If we get to that point,

" m nore than happy to provide both that list, along
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with the civil, revised civil penalty calculator and a
proposed order.

MR. GARCI A: Yeah. And that request is
dependent on M. Exam ner's decision, | guess, on your
status conference possibility. But |I defer to him

THE HEARI NG EXAM NER: Ckay. So M.
Tremai ne, M. Moellenberg, it sounds |ike giving you
two nore weeks is nore than enough tine to figure out
whet her you're going to make sone dent in this civil
penalty cal culator or not. And at that tinme, M.
Tremai ne, whatever happens, if it's a settlenent
agreenent, please let nme know. O herwise, if it's an
order that is required, then let's discuss who's goi ng
to draft it.

Al right. Anything further on this
case, M. Mbell enberg?

MR. MOELLENBERG. Not hi ng further.
Thank you, M. Hearing Oficer.

THE HEARI NG EXAM NER:  Al'l right, thank
you, sSir.

Anyt hing further, M. Tremai ne?

MR. TREMAI NE: Not hing further.

THE HEARI NG EXAM NER: We're off the
record in this case.

That | eaves us with one case today, and

Page 152

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

this is Longfell ow Energy, 25804. Entries of
appear ance, pl ease?

MS. SHAHEEN: Good norning, M.
Exam ners. Sharon Shaheen on behal f of Longfell ow
Ener gy.

THE HEARI NG EXAM NER: Good nor ni ng.

M5. MCLEAN. And good norning. Jackie
McLean on behal f of XTO

THE HEARI NG EXAM NER: Good nor ni ng,
Ms. McLean. What | thought we could do is, there's a
little time before lunch, and what | thought we coul d
do is at |least just get sone of the housekeepi ng out

of the way before we take a break for lunch. However

| ong the parties want. W're virtual. |It's really, |
don't know how much tinme the parties want. | could
have as little as 15 m nutes, but you know, | also
have M. Garcia to think about as well. But let's try

to get sone of the foundational stuff out of the way.
Now, parties have subm tted, thank you,
M. Garcia, the parties have submtted exhibits,
pre-hearing statenents. |'ve reviewed those. | think
| know what the issues are here, and I'll go over that
with the parties in a mnute to nmake sure that we're
all on the sane page. There have been sone rebuttal

exhibits submtted as well
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"' mnot sure, Ms. MLean,
seen, there have been several, it | ooks

rebuttal . Sol'"'ma little confused, Ms.

I f you've
|1 ke severa

McLean, and

hopefully you'll help nme out here. Okay. So | see

here, let's start with the basics here,
McLean, | see one filing on the 20th. |
pages. Are these all of your exhibits?
M5. MCLEAN:. We have that
filed rebuttal exhibits on the 25th.
THE HEARI NG EXAM NER: I

for XTO, Ms.
t has 34

and then we

wonder why |

don't see those. Hol d on a second. You said the

25t h?

M5. MCLEAN:. Yes, they're posted, it's

t he second-to-| ast document in --
THE HEARI NG EXAM NER: |
MS. MCLEAN: -- the case
THE HEARI NG EXAM NER: I

see it.
file.

wasn't sure

which party this was for. It didn't say on the cover

page. | couldn't tell whose it was, but
understand it's XTO s.
MS. MCLEAN: Yes.

now |

THE HEARI NG EXAM NER.  Okay, very good.

So this is a six-page docunent?
MS5. MCLEAN: This one is,

pages.

yes, SiX
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THE HEARI NG EXAM NER:  All ri ght,
fantastic. So | have a 34-page docunent and a
Si x- page docunent. Let's begin by asking Ms. Shaheen.

Ms. Shaheen, have you had a chance to
review these two subm ssions?

MS. SHAHEEN: Yes, | have.

THE HEARI NG EXAM NER:  Excel | ent .

M5. SHAHEEN: And the only --

THE HEARI NG EXAM NER: \What is your
position?

M5. SHAHEEN: Yes. The only exhibits
we object to, and |'mlooking for ny notes here to
make sure | get it right, are Rebuttal Exhibit A-8 and
Rebuttal Exhibit B-7.

THE HEARI NG EXAM NER: Let ne see if |
heard you correctly. You said A as in apple, 8, and B
as in boy, 7?

MS5. SHAHEEN: Yes, | believe that's
correct.

THE HEARI NG EXAM NER:  You are
objecting to those two?

MS. SHAHEEN: Yes.

THE HEARI NG EXAM NER: Ckay, fantastic.
So then all the other exhibits can conme in through

stipul ati on.
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MS5. SHAHEEN: That is correct.

THE HEARI NG EXAM NER:  Good. | wanted
to make sure | understood you. Ckay.

So, Ms. MclLean, did you catch that?

M5. MCLEAN: | did. A-8 and B-7.

THE HEARI NG EXAM NER: Exactly. OCkay.
So for the court reporter, let nme just be very clear.
Longfell ow has stipulated to XTO Hol ding's Exhibits A,
A-1 through A-7, B, B-1 through B-4, and then the
Rebuttal Exhibits B-5 and B-6. There is an objection
to A-8 and B-7 at this time, and we'll deal with that
when we get there.

(Case 25804 Exhibits XTO A, A-1 through

A-7, B, B-1 through B-4, Rebuttal B-5,

and Rebuttal B-6 were marked for

i dentification and received into

evi dence.)

THE HEARI NG EXAM NER: Let's go to
Longfellow. Now, | want to nake sure |I'm | ooking at
the right docunents.

So, Ms. Shaheen, | think the
f oundati onal docunent cane in on the 20th. |[It's 136
pages?

MS. SHAHEEN: Yes.

THE HEARI NG EXAM NER:  All ri ght,
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fantastic. Let nme just start with that docunent.

exhi bits?

initial exhibit packet.

l et me just be very clear. So we have exhibits, |

think we have tabs, okay. So we have a conpul sory

pooling checklist, tab 1; we have an application, tab

and D, D-1 through D-5. And there's no objection to

any of those exhibits?

have anot her document here. This was submtted on the

Ms. McLean, have you reviewed these

MS. MCLEAN: Yes, | have.
THE HEARI NG EXAM NER:  Fant asti c.
M5. MCLEAN. No objections to their

THE HEARI NG EXAM NER: Very good. So

Then we have under tab 3, Exhibit A, A-1 through
B as in boy, B-1 through B-6; C, C1 through C-8;

MS. MCLEAN. No objection.

THE HEARI NG EXAM NER:  Fantastic, thank
They're admtted into evidence.

(Case 25804 Exhibits Longfellow A A-1

through A-7, B, B-1 through B-6, C, C1

through C-8, and D, D1 through D5

were marked for identification and

received into evidence.)

THE HEARI NG EXAM NER:  Okay. Now |
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24th. I1t's 32 pages. Oh, these are rebuttal
exhibits. OCkay. This is Rebuttal Exhibit 1, and it
| ooks |ike emails.

Is that what this is, Ms. Shaheen?

MS5. SHAHEEN: Yes, it is.

THE HEARI NG EXAM NER:  All right, very
good.

M5. SHAHEEN: These are the emails from
2025 between the parties. | believe XTO offered as a
direct exhibit, emails from 2026 between the parties,
and we're just supplenmenting the comunications wth
the 2025 email s.

THE HEARI NG EXAM NER: Ckay. So this
I s Rebuttal Exhibit 1 for Longfell ow

Ms. McLean, your position?

M5. MCLEAN. We object to Rebutta
Exhi bit Nunber 1.

THE HEARI NG EXAM NER: Ckay. Let ne
wite this dowmn. Rebuttal. | don't care why right
now. The point is that you just are objecting. All
right.

MS. MCLEAN: Yes.

THE HEARI NG EXAM NER: So that's not
goi ng anywhere right now. Then we al so have here, |

t hi nk, okay, these are yours. W have a two-page
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exhibit. It looks like it's Rebuttal Exhibit 2.

And your position on Longfellow
Rebuttal Exhibit 2, Ms. MLean?

M5. MCLEAN: No objection on Rebuttal
Exhi bit 2.

THE HEARI NG EXAM NER: Very good. So
t hat exhibit comes into evidence.

(Case 25804 Exhibit Longfell ow Rebutta

2 was marked for identification and

recei ved into evidence.)

THE HEARI NG EXAM NER:  Am | m ssi ng
anyt hi ng, Ms. Shaheen?

M5. SHAHEEN: No, that's it.

THE HEARI NG EXAM NER:  All right, very
good. All right. So we've dealt with the exhibits
t hrough stipulation. There are three that are not
comng in at this tine.

VWi ch party wants to go first?

M5. SHAHEEN: | was assum ng we woul d
go first because we have the only application.

THE HEARI NG EXAM NER: Ckay. That's a
good assunption, but | don't want to tie anyone's
hands at this point.

Ms. McLean, you're okay with that?

MS. MCLEAN: Yes, that was what | was
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t hi nki ng woul d happen as wel .

THE HEARI NG EXAM NER:  All right,
perfect. Let me just go over ny review of the
exhi bits and what | think are the real issues here. |
did have a conversation with M. Garcia this norning

about this case, but |I've had sone time to | ook

t hrough the exhibits. |If I'mwong about these
| ssues, you can tell nme afterward, but |'mjust going
to tell you what | see and naybe that'l|l hel p, maybe
that' Il help focus us on what's going on here.

Nunmber one, | see the first issue here

I's the prudence and the efficiency of the devel opnent
plan. And the only plan we have is Longfellow s, so
that's what | nmean when | say that. It |ooks I|ike
there's a technical dispute about how best to devel op
this 320-acre spacing unit in the Yeso Formation.

It | ooks |Iike Longfellow s position is
that it proposes a full horizontal devel opnent plan
consisting of eight one-mle wells. Longfellow argues
that it's the nost efficient way to drain the
reservoir, estimating a 14.9 percent recovery factor
conpared to 4.9 percent for vertical wells.

XTO s positionis alittle different.
They contend that eight wells per half section is

overly dense and not warranted for this specific area.
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They argue for extended laterals, 1.5 mles or nore,
across adjacent sections 32, 33, and 34 to reduce
surface | ocations and increase capital efficiency. So
that's the first main issue | see here.

Do the parties agree with what |'ve
said so far?

MS. SHAHEEN: 1'Il go first. | agree
that those are issues, but | believe that there are a
number of other issues that are inportant here.

THE HEARI NG EXAM NER: Ri ght . "' monly
going one issue at atime. So | agree with you, there
are nore issues.

M5. SHAHEEN: Oh, okay.

THE HEARI NG EXAM NER: But ny
characterization, my summation of that one issue, do
you take offense to any of that?

M5. SHAHEEN: No, | think you've
accurately captured sone of the argunents of the
parties.

THE HEARI NG EXAM NER: Okay. And Ms.
McLean?

M5. MCLEAN. | agree with Ms. Shaheen.

THE HEARI NG EXAM NER:  All right, thank
you. All right. Let's go to the second issue | see,

Is the reasonabl eness of the estimated well costs.
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There's a significant disagreenent here

over the financial requirenents to participate in this

project. | see Longfellow s position as the AFE
estimated costs at approximately 6.1 mllion per well
for pad devel opnent and 7.57 mllion for the initial

single well phase. They argue that costs reflect
their high fluid |l oading sinulation strategy, which
they claimyield superior production results.

XTO s position states that Longfellow s
costs are not fair or reasonable, and they're
significantly higher per foot of lateral |ength than
ot her operators in the Yeso. XTO also points to a 22
percent cost overrun on Longfellow s recent Ozzy
project as evidence of capital inefficiency.

Ms. McLean, does that accurately
outline the reasonabl eness of the estimated well cost?

M5. MCLEAN: Yes, | believe so. |
think that's a good summti on of what our argunent is.
And then we'll, you know, intend to present nore as
wel | .

THE HEARI NG EXAM NER: Right. This
anal ysis that | conducted was really just for nme and
M. Garcia, to help orient ourselves to the real main
| ssues here. Because this is one of the problenms wth

t hese contested cases, is we don't neet beforehand and
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sort of outline what are the issues here. So it's up
to us to figure it out fromthe exhibits, which puts
us at a di sadvant age.

Ms. Shaheen, did | accurately capture a
summary of your estimated well cost issue?

MS. SHAHEEN: | believe so. We will
of course, offer additional evidence.

THE HEARI NG EXAM NER: OfF course you
will. GCkay. | have three nore issues that | spot.
Maybe there are nore, but this is what | spot.

The | ease expiration and i nm nent ri sk.
It looks Iike there's a July 1st term nation deadline
for the underlying federal |eases. Longfellows
position, because of the current shallow unit
operator, Acacia, is in bankruptcy and production has
ceased, they nust drill inmmediately to hold the | eases
for all parties.

XTO cl ai s Longfell ow has no active
rigs in New Mexico and is unlikely to establish
production by the deadline anyway. XTO suggests they
could preserve the |l ease via their own vertical wel
or by coordinating with another operator such as Mack
Energy to penetrate the | easehol d.

s that fair? Okay.

M5. MCLEAN:. You read all of our
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exhi bits very, very well.

THE HEARI NG EXAM NER: | have tine
during the status conferences and | canme in early this
nmorning, so. | wanted to be prepared. Nunber 4,
preservation of waste and protection of correlative
rights. Both parties invoke these regulatory nmandates
to support opposing outcomnes.

Waste. Longfell ow argues that vertical
devel opnent would | eave mllions of barrels of oil in
the ground and cause a 533 percent increase in surface
di sturbance. XTO argues Longfellow s plan invol ves
nmonetary waste due to unproductive |ateral |length and
unnecessary well density.

Envi ronnmental constraints. Longfellow
provi des evi dence that Section 33 contains desert
sagebrush lizard habitat, making vertical drilling on
XTO s acreage environnental ly chall engi ng, whereas
their horizontal plan avoids these areas.

Finally, we have our good faith
negoti ati ons, which always is an area for |lots of
extraneous evidence. But it's a factor, so we
entertain it. Good faith negotiations and title
st at us.

Negoti ations. XTO all eges that

Longfell ow has not negotiated in good faith, claimng
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Longfellow threatened to let XTO s | ease expire unl ess
XTO agreed to term assi gnnent of an unrel ated | ease.
Longfell ow denies this, outlining nultiple dea
structures offered over five nonths.

And then we finally have the title
status. Longfellow taking evidence to show XTO s
record title position is currently inconplete and in
flux, which they argue underm nes XTO s cl ai mthat
it's ready to independently devel op the acreage. So
those are the issues that | spot.

Are there any other major issues that |
have m ssed?

M5. SHAHEEN: |'m | ooking at ny notes
real quickly here.

MS. MCLEAN: | think from XTO s
perspective, you've hit pretty nmuch all the high
not es.

THE HEARI NG EXAM NER: Ckay, thank you.

M5. SHAHEEN: | agree. | nean, there's

seven factors and you identified six of them So |

mean, we'll address the seventh factor as well, and |
think that probably relates to geology. So we'll just
of fer our evidence and we'll see whether you have any,

whet her you believe that's an i ssue here.

THE HEARI NG EXAM NER:  Perfect. All
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right. So, Ms. Shaheen, since you're going first, I'm
not sure we need an opening statenment here because |
just sort of went through the positions of the parties
as | sawit, and both of you have agreed it's a good
generalized statenent issue by issue.

How many wi t nesses do you have?

MS. SHAHEEN: Longfell ow has three
W t nesses.

THE HEARI NG EXAM NER:  All right.
Woul d you call all three, please?

M5. SHAHEEN: Yes. Ms. English, M.
DeHaner, and M. Mtchell.

THE HEARI NG EXAM NER: | can't see,
hold on a second, | got the screen in front of nme and
| can't see. Okay. So | heard Ms. English. | didn't

hear the other two nanes.

MS5. SHAHEEN: Jacob DeHaner.

THE HEARI NG EXAM NER: DeHanmer. Thank
you.

MS. SHAHEEN. And David Mtchell. And
all three have previously testified before the
Di vi si on.

THE HEARI NG EXAM NER: Perfect. Then
"1l ask that question after we get themsworn in. |

see you, M. DeHaner. All right. | see Ms. English
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and | see M. Mtchell. That's great. Okay. Wuld
you all three raise your right hands, please?

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?

MS. ENGLISH: | do.
MR. DEHAMER: | do.
MR. M TCHELL: | do.

THE HEARI NG EXAM NER: All right, thank
you. Now one at a tine, and I'll start with you, Ms.
Engl i sh, would you pl ease spell your nane?

MS. ENGLI SH: Yes, sir. Rebecca,
R-E-B-E-C-C-A, English, E-N-GL-1-S-H

THE HEARI NG EXAM NER: And Ms. Shaheen
advi ses ne that you've been previously qualified as an
expert by this division.

MS. ENGLI SH: Yes, sir.

THE HEARI NG EXAM NER:  Wbul d you tell
me in what capacity?

MS. ENGLI SH: Sure. It's been nmany,
many years. | think it was in, it would be 2016 and
2017 is when | was previously qualified in the
capacity of | andman.

THE HEARI NG EXAM NER:  Landman. Wl |,

I f you were qualified back then, you're even nore
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qualified now So I don't have any reason to doubt
t hat .

M. DeHanmer, would you go next?

MR. DEHAMER: Yes. Can you hear ne?

THE HEARI NG EXAM NER: | can.

MR. DEHAMER: Perfect. You want ne to
spell my nanme?

THE HEARI NG EXAM NER: | do.

MR. DEHAMER: J-A-C-OB, D-E-HA-ME-R

THE HEARI NG EXAM NER: Thank you. And
the previously qualified expertise, what is the field?

MR. DEHAMER: Petrol eum geol ogy.

THE HEARI NG EXAM NER: Perfect. How
| ong ago was it?

MR. DEHAMER: Like six to eight nonths
ago.

THE HEARI NG EXAM NER: Oh, okay.

MR. DEHAMER: M first hearing.

THE HEARI NG EXAM NER® Wth me? Did we
have a hearing together?

MR. DEHAMER: Just a pooling order,
yeah.

THE HEARI NG EXAM NER: Oh, okay. Was
it a hearing by affidavit?

VR. DEHAMER: Yes.
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THE HEARI NG EXAM NER: Ckay. And |
gqualified you at that tinme?

MR. DEHAMER: Yes, sir.

THE HEARI NG EXAM NER: Perfect. All
right.

And, M. Mtchell, would you spell your
name?

MR. M TCHELL.: D- A-V-1-D,

MI1-T-CH E-L-L.

THE HEARI NG EXAM NER: And the area of
expertise?

MR. M TCHELL: Petrol eum engi neeri ng.

THE HEARI NG EXAM NER: And when were
you qualified for that?

MR. M TCHELL: It was probably four or
five years ago at another contested hearing. Did that
not cone through?

THE HEARI NG EXAM NER: | won't be able
to capture what you're saying. Plus, you're frozen.

MR. MTCHELL: |'msorry, can you hear
me now?

MR. DEHAMER: Actually, M.

Comm ssi oner, you're frozen. Sorry.
THE HEARI NG EXAM NER:  And |'m frozen.

All right. Hold on a mnute. I'mgoing to turn ny

Page 169

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

canera off because it seens -- |I'msorry?

MR. GARCIA: | just said | believe it's
your side. | can see --

THE HEARI NG EXAM NER: Can you hear ne
now?

MR. GARCI A: W can.

THE HEARI NG EXAM NER:  Ckay. My
canera's off because ny conputer said it was
overheating, which it's a brand new conputer, so
that's unfortunate.

M. Mtchell, | had asked you when you
were qualified by this Division as a petrol eum
engi neer.

MR. M TCHELL: Approximately five years
ago during a separate protested hearing.

THE HEARI NG EXAM NER: COkay, perfect.
Thank you, sir.

VWhat is a petrol eum engi neer?

MR. M TCHELL: Petrol eum engi neer is an
engi neer that's responsible for the drilling,
conpl eti ons, and producti on of subsurface reservoirs,
as well as the surface equi pnent and infrastructure
required to produce them

THE HEARI NG EXAM NER: | see. Ckay,
perfect. Thank you.

Page 170

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

Al right. Now it is noon, basically,
here in Mountain Time. And I wonder if the parties
woul d like a break to get sonething to eat before we
begin in earnest. M. Shaheen?

M5. SHAHEEN: | think that would be a
good idea, particularly for you and the technical
exam ner, and for Ms. MLean as well.

THE HEARI NG EXAM NER: Ckay. Well,
that's very kind of you. So | was thinking about a
hal f an hour. |Is that okay with you?

MS. SHAHEEN: That works for ne.

THE HEARI NG EXAM NER: |t works for ne
and M. Garcia as well. | say that because this
hearing may go into tonorrow, | don't know, but |
figure if we cut down the |unch, maybe it won't. |
don't know.

MS. SHAHEEN: Good i dea.

THE HEARI NG EXAM NER:  All right,
sounds good.

Ms. McLean, does that work for you?

M5. MCLEAN: That works for ne.

THE HEARI NG EXAM NER: All right. And
my conputer needs a rest, obviously. So, okay. W're
going to conme back on the record at 12:30, which is in

about 33 m nutes fromnow. And, M. Court Reporter, |
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hope that's okay with you.

THE REPORTER: That's
Thank you.

THE HEARI NG EXAM NER

fine by ne.

Al right. So

t hank you, everyone. We'Ill be back on the record.

We're Iin recess now.
(OFf the record.)
THE HEARI NG EXAM NER

It is 12:30 on

t he nose and we are back on the record. Ms. Shaheen,

are you ready to proceed?
MS. SHAHEEN:. | am
THE HEARI NG EXAM NER

w t nesses do you want to call first?

Whi ch of your

MS. SHAHEEN: The | andman, Ms. Engli sh.

And | would just note, |I'm hoping that we can get M.

DeHamer to testify today as well. So if we start

running too long with Ms. English, maybe we coul d hop

to M. DeHaner, because he's not avail able tonorrow.

THE HEARI NG EXAM NER

Okay, that

sounds fine. | can't imagine Ms. McLean woul d object

to that. So go right ahead, Ms. Shaheen.

M5. MCLEAN: And [|'I1

know we are not planning to cross M.

geol ogi st.

THE HEARI NG EXAM NER

just let you guys

DeHaner, the

Ah, okay. Thank
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you. Go right ahead.

Ms. English, | rem nd you you're under
oat h.

DI RECT EXAM NATI ON
BY MS. SHAHEEN:

MS5. SHAHEEN: Good afternoon, Ms.
English. Let's start by describing the acreage that
Longfell ow seeks to pool in this proceeding.

MS. ENGLI SH:  Sure. Excuse ne, sorry.
Yes, we are |looking to pool the south half of Section
33, Township 16 South, Range 31 East.

M5. SHAHEEN: And when did Longfell ow
acquire its interest in this acreage?

MS5. ENGLISH: | believe it was before
my time at Longfellow, but | believe it was in
2024/ 2023 ti nmefrane.

MS. SHAHEEN: And what tracts does
Longfell ow have an interest in?

MS. ENGLISH: Sure, yeah. Let nme pull
up nmy map, just to nmake sure |'m not m sspeaking.
Longfell ow has an interest in the south half, in
particular in the east half of the southwest quarter
and the east half of the southeast quarter.

MS. SHAHEEN: And I'Ill share now, if

everyone is patient with ne for a sec. Can everyone
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see what |'mtrying --

M5. ENGLISH: Yes, mm'am

MS. SHAHEEN: -- to show, the direct
exhibits? Let's turn to your Exhibit A-7 quickly
here, because | think it'll be hel pful to tal k about
the interest in the tracks.

MS. ENGLI SH:  Sure.

M5. SHAHEEN: |Is this your Exhibit A-7?

M5. ENGLISH: It is.

M5. SHAHEEN: And so can you descri be,
using the colors here in this map, what Longfellow s
acreage is in the south half of Section 33?

M5. ENGLI SH: Yes. Yeah, and I'Il --
and |'Il take just a quick step back because this map
does have quite a bit to it. This map shows
Longfellow s interest across what we dub the Cedar
Lake area. And the interest is all contained within
the black outline, which is the North Square Lake uni't
boundary, which is part of what's at issue here today.
And Longfellow s interest is the yell ow.

So you can see that we have | eases
across many different sections and many different
proposed units. Qur proposed units are outlined in
red. The unit at issue is the south half of 33, where

you can see our interest in the east, half of the
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sout hwest and the east, half of the southeast, all

under the sane |lease. So all of Longfellow s interest

in Section 33 is under one federal | ease.

The blue is XTO s acreage.

So we -- we

show XTO s acreage across, again, kind of simlarly

t he Cedar Lake area so that we can appropri
depi ct, you know, the -- the correct anount

that are potentially expiring in July.

ately

of | eases

The difference between the darker bl ue

and the light blue, I don't know if everybody can |ike

make out the two distinct colors there, but

i ghter blue are definitively record title

t he
shows XTO

with 100 percent interest. The darker blue has sone,

alittle bit of nuance to it, and I don't know if we

want to talk about it now or |ater, but we

distinct -- we show each of them separate so that you

can kind of see what we're dealing wth.

M5. SHAHEEN: And --

MS. MCLEAN. Can | ask a question real

qui ck? Just in the interest of time, are we, you

know, we haven't objected to her direct testinony or

any of their direct testinonies are exhibit

s and |

t hought Iike the, all the other contested hearings

that they would adopt their testinony, then introduce

rebuttal exhibits, and then we coul d cross.
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Are we going to go through all of her
testinmony or what are the -- | guess if we could just
ki nd of outline the order of operations, that would be
hel pf ul .

THE HEARI NG EXAM NER: Ms. Shaheen?

MS. SHAHEEN: Yes. | was just hoping
to have Ms. English summari ze her testinony. And I
think it's hel pful to have a graphic representation of
what her testinony is here. And of course, M.

Exam ners, if I'"'mtaking too long or Ms. English is
taking too long, just let us know and we'll nove it a
little faster.

THE HEARI NG EXAM NER: \What if we do
this? What if we do this? | don't have the exhibit
packet in front of nme because ny conputer's having
trouble. How many exhibits came in through Ms.
Engl i sh?

M5. SHAHEEN: | believe there are seven
direct exhibits and then rebuttal Exhibit A-8 is also
an exhibit that's sponsored by Ms. Engli sh.

THE HEARI NG EXAM NER: Ckay. All
right. And the seven exhibits, is there a way -- they
are in evidence and M. Garcia and | have revi ewed
them |Is there a way to do sort of a broad summary of

Ms. English's expert opinion? Maybe let's say ten, 15
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m nutes? And then we can see if she needs nore tinme
after that.

MS. SHAHEEN: That sounds good. | was
hoping to get her through it in about that nuch tine.

THE HEARI NG EXAM NER: Sounds good.

So, Ms. McLean, | know you didn't
obj ect, but you wanted sone operational guidance. |
think what we'll do is we'll give each witness a
15-m nute period to sunmarize their self-affirnmed
statenent if there is one, and their exhibits, and
then we'll open them up for cross-exani nation.

So pl ease proceed, Ms. Shaheen.

M5. SHAHEEN: May | just clarify one
t hi ng?

THE HEARI NG EXAM NER:  Yes.

MS. SHAHEEN: Because | was thinking
that ten to 15 m nutes would be the direct, and then
there woul d be, we would offer what rebuttal we can
now, and then there would be cross. But if you want
to do it differently, I'mhappy with that as well.

THE HEARI NG EXAM NER: As we've done it
in the past, if rebuttal exhibits have been submtted
and revi ewed by opposing counsel, then that w tness
shoul d incorporate their rebuttal testinony during

their 15-m nute summary. Now of course, M.
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English's, A-8 is not in evidence, so you m ght want
to spend a little tine at the end trying to lay a
foundation for A-8.

M5. MCLEAN: Just for clarification for
the record, the Rebuttal Exhibit A-8 is actually XTO s
rebuttal exhibit.

THE HEARI NG EXAM NER:  |'m sorry.

M5. MCLEAN:. And Longfellow calls
theirs Rebuttal Exhibit 1 and Rebuttal Exhibit 2.

THE HEARI NG EXAM NER: Thank you for
the clarification. Agreed.

M5. SHAHEEN:. And so we al so have, you
know, rebuttal testinony and response to their witten
testinmony, and we'll try to weave that in as we go
al ong.

THE HEARI NG EXAM NER: Yeah, it's up to
you. And if you need nore tine, just ask for it.

"Il just start the 15 m nutes now.

MS. SHAHEEN: Ckay.
BY MS. SHAHEEN:

M5. SHAHEEN: So turning back to
Exhibit A-7, we were discussing that the blue, the
| i ght bl ue and the dark blue, represent XTO s
I nterest.

Is that right, Ms. English?
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MS. ENGLI SH:  Yes, ma' am

M5. SHAHEEN: And do you know when XTO
acquired its interest in these blue --

M5. ENGLI SH: Sure, yeah. Don't quote
me on the exact year, but | believe XTO s had this
i nterest for sonme tine, several decades, 60s,
potentially.

M5. SHAHEEN:. Okay. And then the
di fference between the two, the light blue and the
dark blue, there's some discussion in your testinony
about a reassignnment?

MS. ENGLI SH: Yes, nma' am

M5. SHAHEEN: Okay. Can you tal k about
t hat reassignment and the status of the reassignnment?

M5. ENGLISH: Sure, yeah. At sone
point in tinme through, you know, various decades, |
can't el oquently speak on the exact date, but XTO, |
bel i eve, issued a term assignnment. And again, none of
this is disputed. W all agree on this. But XTO
i ssued a term assignment to a few parties. | believe
it was in a third, athird, a third. So three
separate parties.

And forgive ne if | msquote this, |I'm
sure XTOwill -- will clear this up. The -- the term

assignnent ternmed out several years ago, in around
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2006, so about 20 years ago. And in that termthat
occurred, the parties, XTO was due a reassi gnment from
the parties. There's no question. W don't dispute
that at all that XTO does indeed, they are owed

reassi gnment .

From what we can tell, the reassignnment
was not, did not occur fromthe three parties. |
think there is some dispute on who the three parties
are. But we know that one of them was Occidental, and
then the other two are, our title shows it as one
part, as -- as potentially different fromwhat XTO s
title is. But that, again, is not an issue.

So | believe XTO sought a reassi gnnent
from Occi dental back in 2006, and Cccidental did give
XTO a reassignnent, thereby XTO having record title
again in one third of those two darker blue tracts.
That assignnment was not recorded. And so we were not
aware of that assignnment until we, you know, spoke
with XTO recently and they, well, we pointed it out
and they knew about it and they then subsequently
recorded that. So that is good. [It's of record.

The other two thirds, | think XTOis
seeki ng those reassignnents. | have inquired with ny
counterpart at XTO, and | don't believe that they've

gotten themyet, but that they are seeking them
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So what that means in terns of title is
that in the two darker blue tracts, we do not dispute
that XTOis owed a reassignnent, but we do not believe
that they have record title at this tine.

M5. SHAHEEN:. Goi ng back to the nmap,
A-7, you nmentioned sonething about other Longfell ow
devel opnents in the area.

How many ot her additional devel opnents
does Longfell ow have in the area?

M5. ENGLISH Yes. So it -- it's kind
of a noving target because, you know, we're in this
hearing at this tinme, but you can see the red outline
on these units. So Longfellow right now has several
different units that we are actively working to get
drilled before this July deadline. And if | need to,
| don't know if anybody has questions, but | can
explain why the deadline is in July. |If that's not an
| ssue, we don't have to do that.

But the -- presumably all of the
| eases, including Longfellow s yellow | eases, with the
exception of Section 32, is the only exception, have
an expiration of July. And this includes all of XTO s
| eases as wel |.

M5. SHAHEEN: And are you aware --

M5. ENGLISH: So --
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M5. SHAHEEN: OCh, |'m sorry.

M5. ENGLISH: No, no, no, go ahead.

M5. SHAHEEN: Are you aware of any
devel opnents that XTO has proposed in this acreage
that's depicted within what you' ve deened the Cedar
Lake unit?

MS. ENGLI SH:  No, ma'am

M5. SHAHEEN: Now your Exhibit A-5 1is
t he usual chronol ogy of contacts. Let's scroll back
to that here. And of course the inportant part is the
chronol ogy of contacts with XTO here. And |'Il nmake
It alittle bit bigger.

So does this represent the timng of
the contacts that you' ve had with XTO t hroughout the
time, since the tinme you first proposed the well on
August 5th of 20257

M5. ENGLISH: It does, with the
exception of -- of one thing, that this ended, you
know, we submtted these | ast week, and even since
| ast week we've had nunerous conversations with XTO
that are not depicted on this chronol ogy.

M5. SHAHEEN. And in your statenent at
paragraphs 27 to 40, you actually detailed all of
t hese conversations, conmunications with Exxon, and

could you just hit the high points of your paragraphs
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27 through 40?7 And I'IIl --

M5. ENGLISH: Sure, sure, yeah.

MS. SHAHEEN: -- turn to that now.
That's PDF page 21.

M5. ENGLI SH: Sure, yeah, and | can, |
can keep it somewhat brief. So I think the high
poi nts are, we contacted XTO back in August through
Oct ober of last year to talk about a standard
protocol, which would be to offer a term assignnent to
XTO or, and/or a participation through an operating
agreenent in this specific unit, the south half of
Section 33.

Thi s conversation took place before
Longfell ow or XTO were aware of any issues with the
Acaci a bankruptcy proceedi ngs and the Acacia shall ow
unit that holds these | eases. The original term
assignnment was to offer to take a term assignnent in
Section 33 as well as section 1 in a different
township. So we -- we submtted a single term
assignment that had two different tracts invol ved.
One is in the south half of 33, and one is in a
different township in 18 South 28 East, or excuse ne,
| apol ogi ze, 18 South 27 East. That conversati on,
we -- we submtted it, they were grateful for that,

and they said we'll look into it.
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Shortly after, Longfellow discovers
that we have a -- we have quite a big problemwth
this Acacia bankruptcy issue. So | call XTO to |et
t hem know that this has conme up and that
Longfellow s -- you know, were you aware of it? And
Longfell ow s doing everything we can to try to sort
t hrough the nuances of this and we'll get back in
touch | ater.

So then fast forward to, I'Il skip
quite a bit, nmultiple conversations took place and we
believe we've cone up with a solution that can benefit
both Longfell ow and XTO, which is, as sinple as | can
say, expedite putting wells in the ground so that we
hol d both our |ease and XTO s | ease. W discussed
that we can cone up with a deal structure, whether
again that's term assi gnnent, proposed JOA, or -- or
anyt hi ng and agree that, you know, no problem we'l]l
get there.

Fast forward to 2026. We -- we have
i n-person neeting, we speak to themoften, and we
offer everything fromthe original term assignnment,
whi ch invol ved another tract in another area, to, you

know, assign us 100 percent of the interest, we'll

hold your wells, we'll hold your, the rest of your
| ease for you, to we'll give you every option through
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operating agreenent, participation, term assignnent,
anything that you would |ike. You just tell us what
you would like to do. Qur point being, we just need
to get wells in the ground.

And you know, we still are discussing
even today, but unfortunately we have not conme up with
a plan at this tinme. So the sunmary is just several
nmont hs of communi cati ons climaxing, obviously, into
t oday' s heari ng.

M5. SHAHEEN: And with respect to
par agraphs 45 through 50, here you've tal ked about
XTO s actions and | nactions. Has XTO at any tine, to
your know edge, until yesterday at about 1: 30,
proposed any alternative devel opnent that woul d
i ncl ude Longfell ow s | ease?

MS. ENGLI SH: Not that would include
Longfellow s Lease. No, ma'am

M5. SHAHEEN: And | think we've
di scussed before the urgency of devel opnent, that's in
your paragraphs 51 through 57. |Is there anything in
particular you would like to highlight with respect to
t hat urgency?

MS. ENGLISH: No, and | apol ogize, |'m

shuffling to get there. | think we all -- | think
It's undi sputed about the -- and perhaps it's not, but
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undi sput ed about how we got here with this Acacia
bankruptcy. But you know, our take is, ny -- ny
sunmary is that it's absolutely paranount that both
parties get their | eases held.

We have communi cated, and to be clear,
Longfell ow has conmuni cated often with the BLM on
this, because we've taken the lead in comrunicating
and then providing those comunications to the other
third parties that we're working with in this area.

So XTOis not the only third party that we have
di scussed this situation wth.

If you go back to the map, Ms. Shaheen,
you can see we don't have other, and it's not
necessary, but there's not other parties listed on the
map, but there's third parties who have | eases in
t hose white spaces. And we -- we're in the sane
conversations that we've been in with XTO on those
tracts as well

So the whol e thought process is let us
take the lead, let us get this admnistratively
approved, and let us drill to hold everybody's | eases,
all within the timefranme that the BLM has told us is
requi red, which is before July of 2026.

M5. SHAHEEN: Turning now to XTO s

exhi bits, have you reviewed the exhibits of
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M. -- excuse ne, Ms. MKee?

M5. ENGLISH: Yes, mm'am

MS. SHAHEEN: And here, let me scroll
back to that. That's at PDF page 3 of XTO s direct

exhi bits.

M5. ENGLISH: Yes, mm'am

MS. SHAHEEN: On page 2. Here we go.
And so with respect to paragraph 6, |I'll scroll down

here. Have you reviewed this testinony of Ms. MKee's
regardi ng XTO s ownership of 100 percent of the
federal |ease?

MS. ENGLI SH: Yes, nma' am

M5. SHAHEEN:. And as you di scussed
earlier, they do not have record title to 100 percent

of that; is that correct?

MS. ENGLISH: ['mnot -- | do not
believe they do. | have spoken with Ms. MKee and
asked the question and -- and the response is that

they are working on getting record title.

M5. SHAHEEN: And here in paragraph 8
where Ms. McKee represents that the acreage was al
reassi gned to XTO on Novenber 1st of 2010, is that a
true statenent?

MS. ENGLISH: | don't believe it is. |

bel i eve there's outstandi ng reassi gnnents that still
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need to occur.

M5. SHAHEEN: W th respect to
par agraphs 15 through 20, here Ms. MKee di scusses a
nunber of communi cations in her paragraphs 15 through
20. Have you reviewed her testinony here?

MS. ENGLI SH:  Yes, mm'am

M5. SHAHEEN: And in particular I,
well, let's start with paragraph 15 and 16 where M.
McKee represents that Longfell ow never responded to
XTO s inquiry about renoving XTO fromthe forced
pool i ng.

Can you talk a little bit about that
from Longfell ow s perspective?

MS5. ENGLISH: Sure, yeah. | -- 1
t hi nk, and perhaps | can get clarification, but
| -- I"'mnot -- I'mnot sure what -- what the request
was we never responded. M understanding is that
we' ve been in contact with XTO and every
guestion/email/phone call has received a response very
I mmedi ately.

So if I could just understand a little
bit nore as to exactly what that is and perhaps | ook
at that, then maybe | could opine on that a little bit
nore. But ny understanding is that we've al ways been

I n contact and responded.
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M5. SHAHEEN: Okay. Sounds |ike you
m ght need to conme back after Ms. MKee's testinony.
Wth respect to paragraph 17, Ms. MKee makes a nunber
of representations here about Longfellow, the first
bei ng Longfell ow having no plan to devel op the Van
Hal en Spacing Unit with XTO.

VWhat is your response to that?

MS. ENGLISH: That's, we -- we were in
person with XTO, clearly with the intent that we woul d
like to strike a deal in order to devel op the Van
Hal en Spacing Unit with XTO. |'mnot quite sure. W
woul dn't have approached themto attenpt to get an
operating agreenment, a term assignnent, an assi gnnment,
if we had no intention of doing this.

MS. SHAHEEN: And there's a number of

statenments here about LFE or Longfellow drilling a
vertical well. How did that cone up and what is
Longfellow s position with respect to drilling the

hori zontal wells?

M5. ENGLI SH: Sure, yeah. It iIs
absolutely not disputed that discussing drilling a
vertical well occurred in our in-person neeting. Qur
conversation in the in-person neeting was, hey guys,
we' ve previously given you a term assi gnnment on both

the South half of Section 33 and Section 1 in the
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ot her township. So we're here hat in hand sayi ng,
okay, let's cone back to those discussions on the term
assi gnment that we've been tabling for a little bit
while we try to understand this bankruptcy.

And now we're requesting simlar terns.
That we would |ike to get an assignnment for those
I nterests in exchange for working to expedite to dril
this well that can help hold our, both of our |eases.
If that's not on the table to XTO, then it is
Longfellow s position that we will have to protect and
mai ntai n our |easehold, which would include the
possibility of drilling a vertical well.

XTO mrrored that sentinment by saying
that they also could and would drill a vertical well,
as well as approach another operator to develop their
| easehol d for them

So vertical well discussions have
al ways been part of it. It is no secret that we have
filed for an APD to have a vertical well. It is
Longfellow s position that we would |ike to protect
our interest, and |I think a prudent operator would
have a vertical well as an option. Specifically in
case they got into a situation |like this where,
unfortunately, timng is of the essence, but we cannot

expedite because of a contested hearing.
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W -- |, you know, |'m not an engi neer,
| think M. Mtchell will talk about this a little bit
| ater, but although vertical well would be a | ot |ess
expensive than drilling a horizontal well and
potentially easier to get an APD, there's a |ot of
benefits of drilling a vertical well. But the very,
very major negative of drilling a vertical well is the
t hought process that it is not the best thing to do
for protecting correlative |ights, preventing waste,
and when we could drill a horizontal well that we al
know is nore prolific.

M5. SHAHEEN: Turni ng now to paragraph
23, here Ms. McKee represents that approval of
Longfellow s application here would strand acreage in
the south half of the Southwest quarter of Section 33.

Isn't the south half of the Southwest
quarter of Section 33 included in this, in the acreage
that we seek to pool here?

MS. ENGLISH: Yes, ma'am it is.

M5. SHAHEEN: Have you al so revi ewed
M. Brown's statenent?

M5. ENGLISH: Yes, ma'am | have.

MS. SHAHEEN: Turning now to PDF page
29.

THE HEARI NG EXAM NER:  And, Ms.
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Shaheen, you're com ng up on 20 m nutes in about one
m nut e.

MS. SHAHEEN: This is our |ast point
with Ms. --

THE HEARI NG EXAM NER: Go ri ght ahead.

M5. SHAHEEN: -- English, unless we
need further rebuttal.

BY MS. SHAHEEN:

M5. SHAHEEN: And so | turn your
attention now to paragraph 6B here where ny hand is
and where M. Brown is critical of the surface
| ocation of the proposed wells.

s that how you understand this
testi nony?

M5. ENGLI SH: Yes, ma' am

MS. SHAHEEN: And can you just briefly
tell the exam ners why Longfell ow s proposing the
surface | ocations that are proposed?

MS. ENGLI SH: Yes, mn'am Yeah, |
think we, we all know that environmental effects,
especially in New Mexico, are paranount, and our
surface | ocati on was chosen and approved with the BLM
t hrough on sites. Sorry, excuse ne, the State Land
Ofice. | don't want to m sstate, because it is on

State Land O fice acreage. As the best surface that
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there is to be getting, you know, to this devel opnent.

Havi ng our surface off |ease, if you
may, outside of the unit, allows us to put our first
take point at the closest proximty, therefore we
beli eve, preventing the |east anmount of waste. |It's
just a sinple concept of what | would consider an
of f -1 eased surface | ocation, especially with all the
environmental effects out there. That it is the best
and the nost prudent way to develop this.

MS5. SHAHEEN: And what are a coupl e of
the environnmental issues that you' ve had to address
wth respect to surface |ocations?

M5. ENGLISH: Sure, yeah. And this is,
| was not on the on-sites for this, so please keep in
mnd that this isn't firsthand experience for this
particular | ocation. But having worked New Mexico
before and at this present day, all sorts of factors
bet ween, you know, species of aninmals that m ght have,
you know, migratory patterns, to living around the
| ocation, to protected cactus, all of these things
cone into play, as we all know, when review ng a
surface | ocation.

And in this particular area, ny
understanding is that it's particularly a little bit

hairy in the respect of there's not a plethora of
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avai l abl e Il ocations that don't have at |east one
envi ronnental concern adjacent or on the |ocation.

MS. SHAHEEN: And one of those
environnental concerns is the sagebrush, the desert
sagebrush |izard.

MS. ENGLI SH:  Yes.

MS. SHAHEEN: |s that correct?

MS. ENGLI SH: Yes, nma' am It's, yes.

M5. SHAHEEN: And there are al so sand
dunes present that are an environnental concern; is
that right?

M5. ENGLISH: That's correct, yes.

MS. SHAHEEN: Wth that, M. Exam ner,
the only testinony at this point that | anticipate M.
English would do, it relates to our Rebuttal Exhibit
1, which has not yet been admtted.

THE HEARI NG EXAM NER: Let ne stop you
there for a nmonent. And | would rem nd Ms. MLean the
sane thing, so | don't feel like this is unfair.

Did you ask your witness to adopt their
self-affirmed statenent and exhi bits under oath and
whet her they wanted to make any corrections to thenf

M5. SHAHEEN: Not yet, but |I'm happy to
do that now.

THE HEARI NG EXAM NER:  Go ahead.
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M5. SHAHEEN: Thank you.
BY MS. SHAHEEN:

M5. SHAHEEN: And your testinony, your
direct testinmony, Ms. English, is in Exhibit A of
Longfellow s exhibits; is that correct?

MS. ENGLI SH:  Yes, ma' am

M5. SHAHEEN: Do you have any

corrections to that testinony at this tine?

M5. ENGLISH: |I'mreviewing just to
make sure | -- | say this appropriately, so give ne
one second. Rolling through it. No. The only -- the

only thing that | would |like to say, just to nmake sure
that we are all on the sane page, is that as of the
date of these exhibits, the comrunication was as it
was outlined on the contact |list, and there's only
been addi ti onal conmuni cati on that has occurred since,
since we put these exhibits in. So | would |ike for
it to be clear that that's -- that is not the final
cont act .

MS. SHAHEEN: And do you adopt the
witten testinony as your direct testinony in this
matter?

MS. ENGLI SH: | do.

MS. SHAHEEN: Thank you.

Wth that, | would pass the w tness,
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with the understanding that | can bring her back if
need be for additional rebuttal.
THE HEARI NG EXAM NER:  Ms. McLean?
M5. MCLEAN:. Yes, thank you.

Good afternoon, Ms. English. [|I'm
Jackie McLean. | represent XTO

Let nme just -- Ms. Shaheen, would you
m nd stopping sharing so | can do that if | need?

M5. SHAHEEN: Did it work?

M5. MCLEAN. Yes, thank you.

MS. SHAHEEN: Ckay.

M5. MCLEAN: Just want to make sure we
got what we need.

CROSS- EXAM NATI ON

BY MS. MCLEAN:

M5. MCLEAN. AlIl right. Okay, M.
English. You agree that XTO has a working interest
and ownership in the Van Hal en Spacing Unit; correct?

MS. ENGLISH: Correct.

MS. MCLEAN:. Let nme ask you about the
North Square Lake Unit and the | ease expirations.
Both XTO s | ease and Longfellow s | ease were held by
producti on because they're part of that Acacia remant
North Square Lake Unit; is that correct?

M5. ENGLI SH: That's ny under st andi ng,
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yes, nm' am

MS. MCLEAN: So that meant that both
XTO and Longfellow s Lease were not at a risk of
term nating, even though their independent |eases did
not have production as long as there was production
sonmewhere within that North Square Lake Unit; correct?

M5. ENGLISH: That's ny understandi ng,
yes, nm' am

M5. MCLEAN: And as of October 2025,
when you brought up the | ease expiration concerns to
XTO, Longfellow didn't have any production on its
| easehol d; correct?

M5. ENGLISH: That's correct, yes,
am
MS. MCLEAN. And Longfellow, you said,

acquired its interest in the acreage that's the
subject of this application in 2023 or 2024; correct?

M5. ENGLISH: Yes, mm'am

M5. MCLEAN. And Longfellow first
proposed the Van Halen wells to XTO in August 2025;
correct?

MS5. ENGLISH: | believe that's the
date. | apologize, there's a |andman that on -- is on
my team who proposed it, so I don't know the exact

dat e. It should be in the -- in the --
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M5. MCLEAN: Yeah, let ne --

MS. ENGLISH: -- but that's correct.

MS. MCLEAN. Let me show you, I'Ill go
ahead just so that we're very clear.

MS. ENGLI SH: Yes, yes nmm'am

M5. MCLEAN: It's your Exhibit A-4.
Share ny screen. Hold on.

MS5. ENGLI SH: And, Ms. McLean, | have
it nowin front of me. |If it's easier, | can read it
directly fromthere.

MS. SHAHEEN: And | can share as well,
I f that woul d be hel pful.

BY MS. MCLEAN.:

M5. MCLEAN. Ckay. Here. Do you see,
Is this your well proposal letter?

M5. ENGLISH: Yes, mm'am
MCLEAN: To XTO?

ENGLI SH: Yes, ma' am

» D D

MCLEAN: And it's dated August 1,
20257

MS. ENGLISH:  Yes, mm'am

M5. MCLEAN. So that would be, you
know, a year, year and a half after acquiring an
I nterest in the subject acreage that you proposed

t hese wel |l s?
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MS. ENGLI SH:  Yes.

M5. MCLEAN. And Longfellow and XTO
wer e di scussing devel oping the Van Hal en Spacing Unit
from about August 2025 until present; correct?

MS. ENGLI SH:  Yes, ma' am

M5. MCLEAN. So about six nonths of
wor king pretty diligently on trying to come up with a
way to get production on these | eases?

MS. ENGLI SH: Yes, ma' am

M5. MCLEAN. And on January 6, 2026,
XTOwithdrewits initial protest to Longfellow s
pool i ng application on what you say, quote,
"assurances that negotiation would continue between
the parties.”

Isn't that true?

MS. ENGLISH: That is true. Yes,
am

M5. MCLEAN. So at this point, January
6t h, XTO and Longfell ow were working together to
develop this acreage in the Van Hal en Spacing Unit;
correct?

M5. ENGLISH: We were proposing
options, and XTO had not agreed to any of the options.
So we were, we were in negotiations. Yes.

M5. MCLEAN:. Well, you had said earlier
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that you had spent six nonths of working pretty
diligently together with XTO on a way to cone up, on a
way to produce these | eases.

Are you sayi ng now no, you weren't
wor ki ng together during that tinme?

MS. ENGLI SH: No, ma' am No, m' am

We, what I'msaying is, | think it would be just a
definition of -- of working together. XTO as you can
see in the -- sorry, excuse ne, Longfellow, as you can

see in the contact list, sent the initial well
proposal in August of 2025. And then we sent a term
assignnent offer on -- in October of 2025, and then
had multiple contacts over the phone between October
and January 6.

No -- so we had proposed a term
assignnment at that point in tine, definitively, but it
had not been accepted. So, you know, worKking
t oget her, yes, we were communi cating, but there was no
alternative options presented by XTO during those
comruni cati ons.

M5. MCLEAN: And so are you saying that
XTO just didn't respond at all?

MS. ENGLISH: No, ma'am |'m not.

M5. MCLEAN. So | guess your definition

of worki ng together neans that XTO woul d've just
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I mmedi ately accepted your proposal?

M5. ENGLI SH:  No, ma'am

MS. MCLEAN. | guess |I'm confused on
what you're really saying here.

M5. ENGLI SH: Yeah, sure. So, you
know, when we say working together, | -- |'mcurious.
We proposed at that point in tine at | east one option
for a -- a deal structure. That option had not been
accepted by XTO during those nonths of August to
January.

MS. MCLEAN. But you had many
conversati ons about that offer; correct? And by
January 6th, XTO felt confortable enough based on,
guot e, assurances by you, that negotiations would
continue; correct?

MS. ENGLI SH: Yes, man'am Yeabh.

M5. MCLEAN:. Okay. So then a nonth
| ater, February 3, 2026, there's an in-person neeting
with Longfell ow and XTGQ, correct?

MS. ENGLI SH: Yes, nmm'am | woul d
classify that as negotiations conti nui ng.

M5. MCLEAN. Okay. That's not what |'m
aski ng, though. | you had an in-person neeting wth
XTO on that date; correct?

MS. ENGLI SH: Yes, nma' am
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M5. MCLEAN. Ckay. And at that neeting
you presented what you describe in your testinony as a
conprehensi ve proposal to XTO for devel opi ng the Van
Hal en Spacing Unit; correct?

MS. ENGLI SH:  Yes, ma' am

M5. MCLEAN: And as part of this
conprehensi ve proposal, XTO was to assign 100 percent
of its interest in the southeast quarter of Section 1,
Townshi p 18 South, Range 27 East to Longfellow is
that correct?

MS. ENGLISH: That's correct. Wth a
little bit nore to it.

M5. MCLEAN: Well, I'"mjust reading
what you have in paragraph 32D of your testinony. It

says --

M5. ENGLISH: Let nme get there. One
second.

MS. MCLEAN:. And | can put it up too,
I f we need.

MS. ENGLI SH: Sure. Is it, could you
give ne a page? | think that would be -- | apol ogi ze.

M5. MCLEAN. It's page 23 of the PDF
packet .

M5. ENGLISH: Okay. Yes, yes, mm'am

M5. MCLEAN:. So on this paragraph 32D,
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you say ExxonMobil would assign 100 percent of its

i nterest in the southeast corridor of Section 1,
Townshi p 18 South, Range 27 East, as discussed in the
original October 2025 term assignnent, retaining a 2.5
percent overriding royalty interest with Longfell ow
offering to place the Section 1 interest on termto
accel erate devel opnent.

MS. ENGLI SH:  Yes.

M5. MCLEAN: Was there anything apart
from fromthat as part of that --

M5. ENGLISH: No, yeah, | just wanted
to finish that sentence with the retaining the
override, because that was the -- the real package.
Yes, ma'am that's correct.

M5. MCLEAN. Ckay. And so that
acreage, the southeast quarter of Section 1, Township
18 South, Range 27 East, is a couple townships over
fromthe Van Hal en devel opnent; correct?

MS. ENGLI SH:  Yes, ma' am

MS. MCLEAN. And is actually right by
t he Marl ey pad, which your engi neer uses as an anal og
for the production in this acreage; right?

MS. ENGLI SH:  Yes, mm'am

MS. MCLEAN. And the Marley pad is in a

nore proven area of the Yeso Play; isn't that correct?
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M5. ENGLISH:  You know, | -- | would
li ke to say yes, |I'mnot a geologist, but fromny
under st andi ng, yes, there's nore wells over there.
Yes.

M5. MCLEAN:. And specifically,
Longfell ow has already producing wells in this area;
correct?

M5. ENGLISH: That's correct. To the
north of that section. Yes, ma'am

M5. MCLEAN. So essentially you're
trying to get XTO to assign you acreage in an area you
al ready have proven results of as a condition of this
conpr ehensi ve proposal; is that correct?

M5. ENGLISH: No, ma'am | think what
the correct statenment in nmy mnd, this is ne tal king
obviously, is that this 32D mrrored the original term
assignnent that was offered to XTO in Cctober, before
we even knew about the Acacia, except for a few
nuances in the delivery. So the acreage is the sane.

MS. MCLEAN: Well, I"mnot, |'m not
di sputing that the acreage is the sane. Wat |'m
asking is whether it's in October of 2025 or February
of 2026, you are trying to get, to trade acreage with
XTO in an area where you have al ready proven wel

results and Longfell ow has al ready producing wells;
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correct?

MS. ENGLI SH: That's correct. As of
February 3, 2026.

M5. MCLEAN. Right. And by February 3,
2026, and Cct ober 2025, Longfellow did not have any
producing wells in the area that it's seeking to pool,
the Van Hal en Spacing Unit; is that correct?

M5. ENGLISH: That's correct.

M5. MCLEAN: So then during the
February 3rd neeting, vertical wells conme up; right?

M5. ENGLISH: Yes, mm'am

M5. MCLEAN:. And it was Longfell ow that
first nmentioned vertical walls; is that correct?

M5. ENGLISH: | -- | cannot say that
definitively, but | would not deny if that's what
sonebody el se renenbers.

M5. MCLEAN: Well, during the neeting,
your testinony says that you disclosed to XTO t hat
Longfell ow was already drilling five vertical wells to
hold its acreage in other sections; is that correct?

M5. ENGLISH: That's correct.

M5. MCLEAN. And you al so state that

during that neeting, you told XTO that Longfell ow

could just drill a vertical well in Section 33 until
Its |l ease at a, quote, material -- a cost materially
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| ower than drilling the van Halen wells; correct?

MS. ENGLI SH: That's correct.

M5. MCLEAN. And you, quote, enphasized
that putting the Van Hal en programon the fast track
so both XTO and Longfell ow could neet | ease
obligations would invol ve additional expense and
carryi ng nmeani ngful execution and tim ng risk;
correct?

M5. ENGLISH: That's correct, yes,
am

MS. MCLEAN. And by timng risk, you
meant not producing the wells by July 2026 to neet the

| ease term nati on deadli ne?

M5. ENGLISH: Well, I -- 1 want to take
a second on that. By timng risk, | nmean, you know,
we still had at that point in tine the CPO hearing to

go through and the adm nistrative concerns of getting
APDs for the expense cost. It would be the expedition
of business | eases. There's, you know, things that we
need to do to fast track these wells. Yes, m' am

M5. MCLEAN: Ckay. And it was uncl ear
at that point if all of that could be acconplished in
time for the Van Halen wells to be producing by July
2026; correct?

MS. ENGLI SH: Yes, nma' am
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M5. MCLEAN. And | know, you know, your
testi nony, you say you that you never said you didn't
want to pursue the Van Hal en Spacing Unit with XTO.
But you did say that you wanted to nake clear that if
XTO was not to proceed on the ternms proposed,

Longfell ow woul d need to revisit the matter internally
and determ ne the approach that best aligned with
Longfellow s overall interests; correct?

M5. ENGLISH: Yes, mm'am

MS. MCLEAN: And I'd like to show
you -- Sharon, do you want to put this up or you want
me? It's one of XTO s exhibits.

M5. SHAHEEN: Do you know what PDF page
nunmber it is?

M5. MCLEAN. Yes. | can tell you.
It's our, XTO s Exhibit A-6, which is in the packet
that was filed on the OCD website, page 17.

MS5. SHAHEEN: Seventeen. |Is this it?

MS. MCLEAN. This is it, yes. Thank
you.

M5. SHAHEEN: Okay.

BY MS. MCLEAN:

M5. MCLEAN: So, Ms. English, this has

been marked as XTO s Exhibit A-6.

Are you famliar with this email chain?

Page 207

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. ENGLISH: Yes, mm'am

MS. MCLEAN: And this is an email chain
bet ween yoursel f and various individuals at XTG
correct?

M5. ENGLISH: Correct.

M5. MCLEAN. And the first email, you
know, the first page of this exhibit is a response
fromyou to Suzanne Spahr and Shel bi MKee, anong
others at XTO, is that correct?

M5. ENGLISH: Yes, mm'am

M5. MCLEAN. And your response is
witten in blue; right?

M5. ENGLISH: Yes, ma'am yeah.

M5. MCLEAN. And this response was
witten on February 9th, which is six days after that
February 3rd nmeeting; correct?

MS. ENGLISH:  Yes, mm'am

M5. MCLEAN: And at the end of this
page, you say, "I'd like to add additional context to
the in-person neeting." And this, you' re essentially
responding to XTO s characterization of the February
3rd neeting; is that correct?

MS. ENGLI SH:  Yes, ma' am

MS. MCLEAN. Ckay. And in -- on this

first page, first you set out what Longfellow s
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proposed deal was; right?

M5. ENGLISH: Yes. 1In the, yes, in
the, those paragraphs? Yes, ma'am

MS. MCLEAN: Yes. Yeah, those bull et
points that are at the bottom of that page.

MS. ENGLI SH:  Yes.

M5. MCLEAN. That's you setting out
what you said was, you know, that conprehensive
proposal that you made to XTO during the February 3rd
nmeeting; correct?

M5. ENGLISH:  Yes, mm'am

M5. MCLEAN: And this basically tracks
what's in your witten testinony at paragraph 32;
right?

M5. ENGLISH: |'m going to take your
word for it on the paragraph. Yes, ma'am

MS. MCLEAN: And then, Ms. Shaheen, if
we could go to the next page of this exhibit. Thank
you.

BY MsS. MCLEAN:

M5. MCLEAN:. So then on this page, the
bull et point that starts with "Longfell ow inforned
ExxonMobi |l that we have applied for nmultiple units as
well as nmultiple vertical wells with the appropriate

regul atory bodies,” do you see that?
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M5. ENGLISH. | do, yes, nmm'am

M5. MCLEAN. So again, in this emnil
from February 9th, just a few days after that February
3rd neeting, you are reiterating that you applied for
multiple vertical well permts; correct?

MS. ENGLISH:  Yes, ma'am  Yep.

M5. MCLEAN. And then the bullet point
bel ow, you said you're already drilling five vertica
wells to hold your acreage in other sections; correct?

M5. ENGLI SH:  Yes.

M5. MCLEAN:. And that Longfellow
advi sed ExxonMbbil that Longfellow could elect to
drill a vertical well in Section 33 to satisfy
| easehol d obligations at a cost materially | ower than
drilling the Van Halen wells; correct?

MS. ENGLI SH: Yes, nmm'am

M5. MCLEAN: And then at the end of
that bullet point, you didn't include this in your,
your witten testinony, but in this email you say the
guestion remai ns whet her such an accel erated schedul e
I s achi evable. Meaning you weren't sure whether you
could do the, you know, get the Van Halen wells
produci ng by that July 2026 deadline; right?

MS. ENGLI SH: What is the date of this

emai |l ?
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M5. MCLEAN:. This was from February
9t h.

M5. ENGLISH: And so this was, ny
understanding, is when | drafted this email, this was
after the protest had cone out with the CPO by XTO
So yes, that statenent is true and it has to be,
surroundi ng that we were then going to go to a
contested hearing, which we all know is taking tine.

M5. MCLEAN. Ckay. So again, the
guestion | asked was, when you say in this February
9th emnil, the question remains whether such an
accel erated schedule is achievable, is that Longfell ow
was not sure as of February 9th that it could neet
that July 2026 production deadline; correct?

MS. ENGLI SH: That's correct.

M5. MCLEAN. Ckay. And then you go on
to say, again, as you did in your direct testinony,
the next, the next bullet point down, that you nade it
clear that if ExxonMobil is not prepared to proceed on
the ternms that Longfellow proposed, Longfell ow would
need to revisit the matter internally and determ ne
t he approach that best aligns with Longfellow s
overal |l interest; correct?

MS. ENGLISH: Yes, mm'am

M5. MCLEAN. So by the end of the day
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on February 9th, you had told XTO tw ce t hat
Longfell ow was currently drilling five vertical wells
to hold its acreage in other sections; correct?

M5. ENGLISH: | think it was on
February 3rd.

MS. MCLEAN: Oh, so |I'm saying by
February 9th, so, you know, February 3rd plus February
9th, at this point, you had told XTO tw ce that
Longfell ow was currently drilling five vertical wells
to hold its acreage in other sections?

MS. ENGLISH: Yes. And | -- | want to
be cl ear about sonething. W had at that tinme filed
for APDs. So we were -- we were not currently
drilling. We were filing for APDs and had the plans
to, pending the approval of those APDs, execute
drilling of those five vertical wells.

M5. MCLEAN: So then your email of
February 9th where you say, "Longfellow discussed that
we are already drilling five vertical wells,” and then
your sworn testinony at paragraph 34, where again you
say, "I disclosed that Longfell ow was already drilling

five vertical wells,” those are incorrect statenents?
MS. ENGLISH: Well, I -- | think
already drilling, you know, that's a -- a verb, but

this is tal king about in the future we would be
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drilling. So | guess we could say that that's an

I ncorrect statenment. It would, to ne, seemlike
that's saying the proposed plan is to drill already,
meani ng we would have a rig out, a vertical rig, those
five vertical wells.

M5. MCLEAN. Well, let's pull up your
sworn statenment because | don't think it's you're
al ready, but let's just | ook at what you said.

M5. ENGLI SH:  Okay.

Ms. Shaheen, do you want to share or do
you want me to share that?

M5. SHAHEEN: Yeah, just tell nme which
PDF page nunber and | can --

MS. MCLEAN: Your Longfellow s exhibits
at page 24.

M5. SHAHEEN: AlIl right, here we are.

M5. MCLEAN:. Ckay, great.

BY MS. MCLEAN:

M5. MCLEAN. So paragraph 34, the first
sentence. "Also during the February 3, 2026, neeting,
| informed ExxonMobil that Longfell ow had applied for
multiple units in nultiple vertical wells with the
appropriate regulatory bodies."”™ Correct?

M5. ENGLISH: That's right. Yes,

m' am
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M5. MCLEAN. So that sentence is saying
that you infornmed themthat you had applied for
permts, correct, for vertical wells?

M5. ENGLISH: That's right. Yes,
am

MS5. MCLEAN: Okay. Then the next
sentence, "l disclosed that Longfell ow was al ready
drilling five vertical wells to hold its acreage in
ot her sections.”" And then if we skip in that
Longfellow it could elect to drill a vertical well in
Section 33. So this sentence, can you tell nme how
It's wong to characterize this as you disclosed to
XTO that Longfellow was already drilling five vertical
wel | s?

MS. ENGLI SH: Yeah, look, |I'mnot -- |
won't sit here and argue about the -- the words
already drilling, whether that neans already drilling
in the future, as in that's part of our plan, or
already drilling as in we had sped five vertical
wel | s.

It's undi sputed that at the tinme of

this neeting and in ny testinony, that we are not

currently with a bit in the ground drilling five

vertical wells. | greatly apologize if that sentence

Is msleading. | read that sentence as we discl osed
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that we were already going to drill five vertica
wells in the area between now and July to hold | eases,
including third-party leases. |If that's msleading --

M5. MCLEAN: Could you see how soneone
reading an email that says | disclose that Longfell ow
was already drilling five vertical wells to hold its
acreage, would believe that to nean that you are
currently drilling five vertical wells?

M5. ENGLI SH: Yes, absolutely.

And -- and to ny counterparts at XTO, | was never
aware that that's what you guys took this as, since
we' ve never discussed that. | apol ogize. What that
means is the plan was to drill five vertical wells. |
apol ogi ze for any confusion to anybody that neant we
were currently drilling five vertical wells.

M5. MCLEAN. So let's go back to the
guestion, the initial question. By February 9th, you
had rel ayed to XTO twi ce that Longfell ow was, quote,
“"Already drilling five vertical wells to hold its
acreage in other sections.” Correct?

M5. ENGLI SH:  Yes, ma' am

M5. MCLEAN. And by February 9th, you
had told XTO twi ce that Longfell ow had applied for
multiple vertical well permts; correct?

MS. ENGLI SH: Yes, nma' am
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M5. MCLEAN. And by February 9th, you

had told XTO twi ce that Longfellow could go drill a
vertical well in Section 33 to hold its |ease at a
cost materially lower than drilling the Van Hal en

hori zontal wells; correct?

MS. ENGLI SH:  Yes, mm'am

M5. MCLEAN. And you had also told XTO
twice that Longfell ow wasn't sure an accel erat ed
drilling schedule for the van Halen wells was possible
to hit that July 2026 | ease expiration; is that
correct?

MS. ENGLI SH: Yes, nma' am

M5. MCLEAN. So you don't dispute that
Longfellow told XTO at | east twice that it was going
to drill vertical wells to hold its acreage in at
| east five other locations; is that correct?

M5. ENGLISH: That we had filed for
APDs, yes. And that the plan was potentially, you
know, we could drill five vertical wells. | apologize
for this confusion. | -- I'mhaving a hard tine
understandi ng the relevance. These are wells outside
of this section.

M5. MCLEAN. | don't think that you can
obj ect to rel evance.

MS. ENGLI SH: Oh, sure, sure, sure. I
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apol ogi ze.

M5. MCLEAN. And again, this goes to,
you know, as you've heard, XTO has doubt whether this
Van Hal en Spacing Unit will actually be executed. And
this goes to our evidence to show that there were
mul ti ple instances where Longfellow said that they
were drilling vertical walls in other areas.
Longfell ow brought up the idea of vertical wells. And

this canme as a surprise to XTO, who had been --

M5. ENGLISH: |'mgoing to object --

MS. MCLEAN. -- diligently working
with --

M5. SHAHEEN:. |'m going to object

because Ms. McLean is testifying.

THE HEARI NG EXAM NER:  |'m on ny pad
now, so it's alittle different here. Ms. McLean,
your response?

MS. MCLEAN: |'Il withdrawit.

THE HEARI NG EXAM NER:  Thank you, Ms.
McLean. All right.

So just to be clear, Ms. English, when
It conmes to relevance, that doesn't really apply when
a wtness is being questioned --

MS. ENGLI SH: Absol utely.

THE HEARI NG EXAM NER: -- to bring out
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their credibility; okay?

M5. ENGLI SH: Yes, absolutely.

THE HEARI NG EXAM NER:  So Ms. MclLean
has wide latitude to question you so that the fact
finder, M. Garcia and nyself, can determ ne the
reliability of your statenents, because that goes to
t he wei ght of your testinony.

But | feel like we all understand at
this point, at least | can speak for nyself, what you
said and what maybe you should have said. | don't
know i f Ms. Shaheen is going to redirect you on this
and whet her Ms. Shaheen is going to want to submt a
revi sed exhibit, possibly, to clean that up.

But Ms. McLean, do you want to nove on?

M5. MCLEAN. Yes, thank you.

THE HEARI NG EXAM NER: | ' m not sure
what we're | ooking, what are we | ooking at? Okay,

t hank you.
BY MS. MCLEAN:

M5. MCLEAN. And, Ms. English, you
woul d agree that drilling the Van Hal en hori zont al
well is not the only option to hold both XTO s and
Longfell ow s | eases; correct?

MS. ENGLISH: Yes, mm'am

M5. MCLEAN:. Let's go to paragraph 56
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of your testinony, and that's on page 29 of the PDF.
Okay. Do you see paragraph 567

MS. ENGLISH: Yes, mm'am

M5. MCLEAN:. And about hal fway through
t hi s paragraph, you say that despite being on notice
of the | ease expiration risk for several nonths, XTO
has taken no independent action to reserve its
| easehol d; correct?

M5. ENGLISH: Yes, mm'am

M5. MCLEAN. But in your testinony, you
detail nonths of negotiations between XTO and
Longfellow to attenpt to cone to an agreenent to dril
wells on this | ease; right?

M5. ENGLI SH:  Yes.

MS. MCLEAN: And if the Van Halen wells
were drilled and producing by July 2026, this would
preserved the XTO | ease; correct?

MS. ENGLISH: That's right.

M5. MCLEAN. And you al so nentioned in
your testinony that XTO had contacted Mack to
re-permt already approved wells in the south half of
Section 32 to penetrate and produce from XTO s
| easehol d; is that correct?

M5. ENGLISH: That's coming from XTO
That's what they told us.
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M5. MCLEAN. |If we go to paragraph 49,
which is on page 28 of your, of the PDF, you say, "As
noted i n paragraph 35, ExxonMobil's only affirmative
action wwth respect to the devel opnent of its acreage
has been to approach Mack to request that Mack
re-permt its already approved wells in the south half
of Section 32 to penetrate and produce from
ExxonMobil's | easehold in Section 33 or to have Mack
drill vertical well."

That's your testinony; correct?

M5. ENGLISH: Yes, mm'am

M5. MCLEAN:. And so you say there has
been, quote, an affirmative action to devel op Exxon's
acreage; correct?

MS. ENGLI SH: Yes, sure. | -- 1 think
yes, they have -- this was com ng from XTO t hat they
had approached Mack. So we're taking their word for
it. Yes, m'am

M5. MCLEAN. Well, you're
characterizing it, though, as Exxon's only affirmative
action to develop its acreage; correct?

MS. ENGLI SH:  Yes.

M5. MCLEAN: So that affirmative action
on the part of XTO would be sone sort of action to

preserve its | easeholds; isn't that right?
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MS. ENGLISH: That's right.

MS. MCLEAN: Then | want to ask
briefly, you were confused in your direct testinony
about Ms. McKee's statenent that XTO emil ed
Longfellow to confirmthat Longfell ow would not pull
XTO s interests.

Do you renenber that?

MS. ENGLI SH: Yes, | do.

M5. MCLEAN. Can we go, it's XTO s
Exhi bit A-4, which is page 14 of the PDF of exhibits.
So this is the end, the | ast page of Exhibit A-4,
which is another email chain. And this was the first
email in the chain at the bottom of the PDF.

Do you recall receiving this email on
January 7th?

MS. ENGLI SH: | do.

MS. MCLEAN: And in the email, Exxon
says, "Happy New Year. W wanted to nake sure you
recei ved an outside counsel's renpoval of our protest
on Van Halen. Additionally, would you confirm
Longfellow will be renmoving us fromthe order as we
wor k through ot her commercial arrangenents.”

Do you see that?

MS. ENGLISH: | do.

M5. MCLEAN: And if we go to the next
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page up, so yes, and I'll give you time to | ook

t hrough that and then you can answer whether you ever
responded to XTO about whether you' d be renoving them
as a pool ed party.

M5. ENGLI SH: Can you repeat the
guestion? | apol ogi ze.

MS. MCLEAN. Yes. So in this January
8th response to XTO s January 7th inquiry about
whet her you confirmthat you were renoving themas a
pool ed party, did you confirmthat Longfellow had done
that or would be doing that?

MS. ENGLI SH: No, ma'am | did not.

M5. MCLEAN. And then let's go to the
next email up on this page.

MS. SHAHEEN: OCh, here?

M5. MCLEAN. Still that second page.
Yes, yes, perfect. Right there is fine.

BY MS. MCLEAN:

MS. MCLEAN. This is another January
8th email to you from XTO. And that first paragraph
"Thanks for the update. | hope things went well for
Longfell ow today. W do prefer to work in agreenent
rat her than be subject to an order."

Do you see that?

MS. ENGLI SH: | do. Yes, ma'am
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M5. MCLEAN: And the next email up, if
you want to read, and then let nme know if you ever
responded to them about renmoving them as a pool party.

MS. ENGLI SH: No, mm' am Not in the
emai | .

M5. MCLEAN: Okay. And then the
surface | ocation that you spoke to briefly in your
direct testinony, I'd like to -- have you had a chance
to review XTO s Rebuttal Exhibit A-8?

M5. ENGLISH: A-8. Presumably yes, but
| don't have -- let ne take a second. | apol ogi ze.

M5. SHAHEEN: | believe that that has
not yet been admtted into the record.

MS. MCLEAN. Well, I"mgoing to try and
get it admtted through Ms. English here.

M5. SHAHEEN: Okay. |I'msorry, let ne
just make sure | understand, because | thought we had
objected to XTO s Rebuttal Exhibit A-8.

MS. MCLEAN. Yes. But | think, you
know, even though, | mean, do you -- | guess what
woul d you prefer? Wuld you prefer for ne to try and
I ntroduce it through my witness? | think that it's
rel evant and she's opened the door to this with her
surface | ocation testinony, which is why this was

submtted as a rebuttal exhibit to begin with, and I
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think it would be appropriate to address with Ms.
Engl i sh.

M5. SHAHEEN.: G ve ne a mnute here to
| ook at it. So you're talking about XTO s Rebutt al
Exhibit A-8. And we've objected to that, and until
you get it admtted into evidence, | don't believe you

can cross-exanm ne Ms. English about it.

M5. MCLEAN. Well, |I'mtrying,
l'"'m-- we have introduced it as rebuttal to M.
English's testinony; correct? And she has, | believe,

opened the door for us to ask about this C-102 on
cross-examnation. | can wait and cone back and ask
her about it again if you want ne to do that. But in
the interest of time, and if the hearing exam ner
permts, | do think it would be appropriate to try and
i ntroduce at this juncture.

MS. SHAHEEN: Ckay. Well, | --

THE HEARI NG EXAM NER: So let's --

M5. SHAHEEN: -- object to introduction
of that exhibit, and I'm happy to tell you why, if now
I's the appropriate tine.

THE HEARI NG EXAM NER: COkay. Since M.
McLean is trying to get an objected exhibit admtted,
|l et me ask a question first.

Ms. McLean, which w tness devel oped
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Exhi bit A-8?

M5. MCLEAN: Well, this is, it's -- it
was not devel oped by any witness. It is a public
filing of a C-102 for Mack's proposed well. And M.

English, in her testinony, had said that there were
surface location issues, and this C 102 show -- the
surface | ocation that Mack has al ready had approved by
the BLM we feel rebuts her statenent. And | was
going to ask Ms., our land wtness, Ms. MKee, about
this exhibit as well.

THE HEARI NG EXAM NER:  All right. So
|'"mjust trying to understand the | egal background for
this exhibit first. This was not devel oped by any of
your witnesses. |It's a witness [sic] that you found
in the public forum which you believe hel ps your case
because it in sone way discredits Ms. English's
testinony; is that right?

M5. MCLEAN. Sonmewhat. | just want to
make clear that it wasn't, |ike, by happenstance that
we found this in the public forum W have been
wor king with Mack. Mack has filed --

M5. SHAHEEN: |'m going to object again
because Ms. McLean is testifying about facts rel ated
to an exhibit that |1've objected to. And I'm happy to

state ny objection to that exhibit whenever you're
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ready.

THE HEARI NG EXAM NER:  So |'m happy to
hear, hold on, |I'm happy to hear your objection, M.
Shaheen. However, we're dealing, if we were dealing
with the rules of evidence, this would be a Rule 104,
and specifically would be Subsection B. And as a
trial attorney, | dealt with this all the tinme, in
provi ding foundation for an exhibit to conme in. Rule
104(B) allows hearsay testinony to establish a
f oundat i on.

Of course, the rules of evidence don't
apply here. So |I'mnot even worried about
specifically Rule 104, but | understand what ©Ms.
McLean is doing. And what I'mtrying to find out is
nore about this exhibit, because | know nothi ng about
A-8. It was objected to and it's not in evidence.

Your objection, Ms. Shaheen, is that
she shouldn't be using it to cross-exam ne your
W tness because it's not in evidence, and that's a
good point. However, Ms. MlLean is saying, well, for
t he sake of tinme managenent, why don't we see if we
can get the exhibit in. On top of that, Ms. MLean is
sayi ng that your wi tness opened the door to this issue
and so she should be able to bring it in.

M5. SHAHEEN. Well, |I'msorry, | just

Page 226

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

haven't been able to state ny objection yet.

THE HEARI NG EXAM NER: Pl ease go ahead.

M5. SHAHEEN: 1'd like to state ny
obj ecti on.

THE HEARI NG EXAM NER: Ms. Shaheen, |'m
just reiterating what | understand so far. I'm

certainly going to give you an opportunity to speak,
and now is a good tine.

M5. SHAHEEN:. Okay, great. So these
obj ections relate to both Rebuttal Exhibits A-8 and
B-7. These were filed yesterday afternoon, at |ike
one, between one and 1:30. These exhibits appear to
constitute a, quote, conpeting proposal, which was
offered to the Division by XTO | ess than 24 hours ago.

These exhibits result in unfair
surprise and prejudice to Longfellow. This is
particularly true where we have this i mm nent | ease
expirations. Apparently, Exhibit A-6 has been
avai l able to XTO since February 9th, nore than 20 days
ago, and ten days prior to the deadline for filing the
parties' exhibit packages. Any so-called conpeting
proposal shoul d have been included in the direct
testinmony at the | atest.

Moreover, this is sinply a proposal to

drill 158 feet into the southwest quarter of the
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sout hwest quarter of the acreage Longfell ow proposes
to develop. It does not include the remaining acreage
t hat Longfell ow proposes to devel op, and thus does not
preserve Longfellow s | ease. These exhibits sinply
illustrate the bad faith conduct of XTOin this matter
since they received the well proposal in August 2025.

The bel ated assertion of a purported
alternative developnent filed |less than 24 hours prior
to the hearing should not be condoned, and these
exhi bits should be excluded fromthe record.

THE HEARI NG EXAM NER:  Ckay. So I'm
confused, Ms. McLean, maybe you can hel p ne understand
sonet hing that Ms. Shaheen just said. | don't
understand the conpeting proposals. What is she
t al ki ng about ?

MS. MCLEAN: | don't know either. This
I's not a conpeting proposal. W're not presenting it
as a, quote, you know, proposal that the Division
needs to look at with all its seven factors. This is
going to show, one, like |I've already said, we are
trying, I"'mtrying to get this in through Ms. English
to show the surface |ocation, as she's rebut that
testinmony. That Longfell ow had questi oned our, quote,
I ndependent action to do anything with regard to the

spacing unit.
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As Ms. Shaheen so diligently pointed
out, this is dated February 9, 2026. As we've
est abl i shed t hrough testinony, you know, ad nauseum
by February 9, 2026, Ms. English had infornmed XTO at
| east twice that they had gotten permts to drill
vertical wells to hold their acreage. That they were,
guote, drilling vertical wells to hold their acreage.
And at that point XTO said we got to get the npbve on
trying to do sonething to hold our own | ease.

That's when this becane a very real
scenario that they didn't think Longfell ow would dril
t hese wells, and why they reached out to Mack to anend
their already approved APD to include this perfing
[ph], this acreage in their |lease. That's why we're
introducing it. |It's of absolutely no surprise to
Longfell ow, as they thenselves testify about Mack and,
you know, XTO s reaching out to Mack to help them hold
their | ease.

Again, | believe that Ms. English has
opened the door for nme to introduce this Exhibit A-8,
at | east now for the purpose of rebutting that surface
| ocation testinony.

M5. SHAHEEN: And |'m not sure which
testinmony you're rebutting. |If you could be very

speci fic about that would be hel pful.
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THE HEARI NG EXAM NER:  So, Mks.

Shaheen -- hold on, hold on, Ms. MLean. So |I don't
want the parties sort of arguing with each other. |If
you have a position, Ms. Shaheen, address ne. I "1
address Ms. MclLean.

Ms. McLean, right now I'm | ooking at
the rule and I'm | ooking for the deadlines for
exhi bits, because Ms. Shaheen has brought up the idea
that, you know, you filed this yesterday, it's a
surprise. | know you're saying it shouldn't be a
surprise. However, | am /|l ooking for the rule.

| do see in 19.15.4.13 where it talks
about exhibits. And, Ms. Shaheen, | think you should
| ook at this rule as well.

But, Ms. McLean, where is the deadline
for exhibits?

M5. MCLEAN:. There is none, and funny
you should bring that up. | actually reached out to
Ms. Shaheen on Monday to see if she would agree to a
mut ual deadline of 5 p.m Tuesday to exchange
exhi bits, and she said absolutely not. She would
never hold herself to such a deadline when none is
required or ordered by the Division. So | said, okay,
| understand.

And so we got ours together, filed them
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yesterday around lunchtinme. They filed another one,
anot her rebuttal exhibit, their Rebuttal Exhibit A-2
after we filed ours. W haven't objected to that. W
aren't saying it's a surprise. W kind of were
expecting themto file sone nore things.

So it's just really disingenuous when |
had asked if we could agree upon a deadline and she
flat out refused, to now be saying she's surprised
that we're filing and we filed | ess than 24 hours when
she did the exact sane thing.

THE HEARI NG EXAM NER:  So, Ms. Shaheen,
' m1looking here at the rule | just cited,
19.15.4.13b(2). That's the closest | can find to
anything that tal ks about a deadline. It seens I|ike
the rules are very perm ssible when it conmes to
offering evidence at a hearing. It says a party other
than the applicant shall include in its pre-hearing
statement, a statenment of the extent to which the
party supports or opposes the issuance of the order
t he applicant seeks and the reasons for such support
or opposition.

In cases to be heard by the conm ssion,
each party shall include copies of exhibits that it
proposes to offer in evidence at the hearing with the

pre-hearing statenent. So there's a certain anount of
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days before. The comm ssion may exclude w tnesses the
party did not identify in the pre-hearing statenment or
exhibits the party did not file and serve with the
pre-hearing statenent, unless the party offers such
evidence solely for rebuttal or makes a satisfactory
showi ng of good cause for failure to disclose the
wi tness or the exhibit.

That's the only deadline |I can find.
Do you know of any other?

M5. SHAHEEN: There are no deadli nes
for rebuttal exhibits in the pre-hearing order.
However, | think I still can rely for guidance on the
rul es of evidence that prohibit use of an exhibit that
co constitutes unfair surprise or prejudice.

| understand Ms. MclLean's argunent that
there's no unfair surprise here because we knew about
di scussions with Mack, but what we did not know is
that there was an APD that had been filed. And yet
t hey knew that an APD had been filed as of February
9th and failed to disclose that.

THE HEARI NG EXAM NER: Okay. So let ne
ask this question to the parties. Mybe this is a
good conprom se. Ms. MC ean, instead of
cross-examning this witness on A-8 at this tinme, why

not bring in A-8 during your case in chief, and then

Page 232

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

we can recall M. English and you can question her
about A-8 if it cones in at that tinme.

MS. MCLEAN. Sure. |'m happy to do
t hat .

THE HEARI NG EXAM NER: That way al so,
Ms. Shaheen and Ms. English have an opportunity to
| ook at A-8 carefully and discuss it and go from
t here.

Does that sound fair, M. Shaheen?

MS. SHAHEEN: We will work with that.

THE HEARI NG EXAM NER:  That doesn't
answer ny question, but okay. Ckay.

So, Ms. McLean, you were
cross-exam ning Ms. English.

MS. MCLEAN: Yes.

THE HEARI NG EXAM NER: Do you want to
conti nue?

M5. MCLEAN: Yes. | just amgoing to
have one or two nore questions.

THE HEARI NG EXAM NER: Pl ease go ahead.

M5. MCLEAN: And | think that these are
particularly inportant, especially at this juncture
since we have this Mack C-102.
BY MS. MCLEAN:

M5. MCLEAN. Ms. English, at paragraph
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49 of your testinony, you state that ExxonMobil's only
affirmative action with respect to the devel opnent of
its acreage in the horizontal spacing unit has been to
approach Mack, a third-party operator, to request that
Mack re-permt its already approved wells in the south
hal f of Section 32 to penetrate and produce from
ExxonMobil's | easehold in Section 33.

Do you see where you've said that?

MS5. ENGLISH: | do.

M5S. MCLEAN. So at the tinme you filed
this testinony, which is February 20, 2026, was it
your understandi ng that Mack had al ready approved
permts for wells in the south half of Section 327

MS. ENGLISH: It -- it was ny
under st andi ng that they already had approved permts.

M5. MCLEAN. Ckay. And was it your
under st andi ng that XTO had, was planning on asking
Mack to re-permt their already approved permts to
penetrate and produce from Section 33?

MS. ENGLISH: | apologize if this is
the wong wording, but it was nmy understandi ng that
they would sundry or -- or change, anend. So | don't
know i f that's considered a re-permt, but sonething
to that degree.

M5. MCLEAN:. Right. So that's fine
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| anguage. So as of February 20th, |ast Thursday, it
was your understanding that XTO was planning on
requesting that Mack change its already approved
permts to include penetrating Section 32 in addition
to Section 33; is that correct?

M5. ENGLISH: That was ny
under standi ng. Yes, ma'am

M5. MCLEAN:. Okay, thank you. | have
no nore questions, but | do reserve the right to
recall Ms. English for that Rebuttal Exhibit A-8. Onh
you're on nute, Hearing Exam ner.

THE HEARI NG EXAM NER: Thank you. |
don't know how it got on nute. The parties do not

need to reserve the right to recall w tnesses. That

wll always be allowed unless there's a valid
objection to it. So both parties do not need to do
t hat .

M. Garcia, questions?

MR. GARCIA: | have a few.

Good afternoon, Ms. English. | was
going to say --

MS. ENGLI SH: Good afternoon.

MR. GARCIA: [|I'mnot a |andman, so bear
with some of ny questions.

MS. ENGLI SH: Sure, of course.
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MR. GARCIA: All the land in yellow is
Longfellow s. The black outline represents basically
the, what I'll call the old Acacia unit.

| guess ny question is with BLM I'm
not an expert with BLM S | eases, does the devel opnent
plan for this case that we're discussing hold all this
acreage or is it just the acreage that the wells
penetrate?

M5. ENGLI SH: Just the acreage that the
wel l's penetrate subject to the lease. So if the
| ease, |'Il use XTO s acreage as the exanple, you can
see the | ease nunber NMLC 56302B. We put on all of
the tracts, you can see that their |ease covers, it's
800 acres is, is what their |ease covers.

So one well would hold all of the |ease
302B, which is every XTO tract, with the exception of
t hat east half of the northwest quarter of Section 28.
So one well, yes, sir, would hold the entirety of the
BLM | ease that XTO has.

I n our case, simlar concept but nuch
| ess acreage. Qur lease is just in Section 33. So
our one well that's in dispute would hold just those
four tracts that we have in Section 33.

MR. GARCIA: Ending in 6817?

M5. ENGLI SH:  Yes, sir, yeah.
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MR. GARCI A: Ckay. | guess on that
point, the five wells that you guys discussed
extensively that are to be drilled in the future,

t hose are basically in order to cover the | eases that
don't end in 68 then; is that correct?

M5. ENGLISH: That's correct, sir, yes.

MR. GARCIA: Ckay. And then |I'mjust
| ooking at ny notes. Has BLM | guess again, not BLM
expert, have they outright stated that if this |ease
expires, that they won't reissue it until the
bankruptcy's resolved in, | think you guys estimated
20297

M5. ENGLI SH: Yeah. They have and --

and | giggle because who is a BLM expert. | certainly
amnot. So I, | just have ny conmunications with
them They're -- | can give you nanmes if we need, but

t he people who I've been speaking with at the BLM have
I ndeed said that their counsel internally at the BLM
has requested that the | eases would not, quote,
term nate per the -- the unit until the federal -- or
until the bankruptcy proceedi ngs have run their
course, even though the | eases would technically be
t er m nat ed.

So these are their words. But in other

words, the | eases would termnate in July of this
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year, but they wouldn't go back into auction until the
bankruptcy proceedi ngs have been finalized. Wich the

reason we estimate such a long period is because this

bankruptcy covers nmuch larger than this unit. | think
it covers about 450 wells. And -- and pl ease,
the -- the attorneys will know nore than nme on this,

but | think it's about 450 wells across several
counties. And so it's going to be quite an extensive
Chapter 7 proceeding.

MR. GARCI A: Ckay. | guess on that,
" massumng BLMisn't open to, |ike, Longfell ow

asking for an extension of |ease then?

M5. ENGLISH: That's a -- it's a great
guestion. W -- we have -- we have requested many
times, and the BLM has been very helpful, I -- 1 wll

say. They're -- my understanding fromny
communi cations with themis that they' re very, very,
very much wanting wells to go in the ground to hold
t hese | eases, because they do think that this
bankruptcy is going to be quite hairy and perhaps take
sonme tine.

So they're very supportive of getting
wells in the ground, and that cones out in their
statenents that they would do everything they can to,

you know, expedite APDs and -- and try to hel p nove
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t he process al ong.

But in terns of your direct question,
unfortunately, at the end of the day, the only thing
that they do, they've said this, they can't, you know,
make deal s and negotiate a new contract. It has to
come down to the | ease, four corners of the |ease.
And unfortunately, there's just no provision that
could keep us -- give us an extension.

MR. GARCIA: Ckay. And if you can't
answer this, let me know. This m ght be nore a
counsel question. Has Longfell ow ever asked for,
|i ke, a leave in the bankruptcy court proceedings in
regards to this | ease?

M5. ENGLISH: Yes. So we, we have,
sir, we have reached out to the trustee of the
bankruptcy in our |ong-w nded attenpt to, to come up
with a solution. As you've read, | presented to XTO
and said, we think we cane up with a solution. W
think you saw that in, in italics. That was the
product of conversations with the BLM the trustee of
t he bankruptcy proceeding, and all of the third-party
oper at or s.

So we did interject into the bankruptcy
and attenpt to come up with sonething with the

bankruptcy proceeding. It gets very tricky. And to
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keep you out of all of the nuddiness of it, one of the
t hings we requested was sinply, is there a way that we
coul d produce sone of the wells in the unit? Wat if
we cone in and we, we attenpt to do that. That was
one of the things we threw out there. Unfortunately,
with the BLM you cannot have nultiple operators
within a unit.

This is, again, |'mno expert, this is
just me regurgitating ny conversations with the, the
BLM So we are not, Longfellowis not a party to the
unit right now W only have rights in the Yeso. And
so unfortunately, we don't have an availability to
I nterject and produce fromthe Acacia unit to hold
t hese | eases.

MR. GARCI A: Ckay. No, appreciate it.
| think this is ny last question. | talk to BLM often
and probably why |I'm not an expert is because | rely
on them heavily. | know BLM heavily, in talks with
operators about orphan wells and since this |ease has
a | ot of potential orphan wells or facilities, assets,
et cetera, | guess has BLMtal ked to Longfellow or
vice versa about any dealing with those assets, |
guess?

M5. ENGLISH: Yeah, that's a good

question. They have not. They haven't approached us
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in -- well, inour -- in nmy conversations that has not
cone up, sinply because Longfellowis not the -- a
record title owmer. We have operating rights. And
as, as you may know, the -- the record title of the
federal lease is ultimately |iable for hel ping

remedi ate and plug wells, along with the operating
rights owner in the unit. Which again, Longfellowis
not a party to the unit. So they have not reached out
and asked us to take on liability.

Wth that said, we have discussed sone
of that even with XTO just today. So that's an
ongoi ng di scussion. But it is -- it is hard because
Longfell ow woul d prefer not to take on, you know,
plugging liability. That's -- it's the renedi ation
that needs a very good review

And we would be willing to work with
parties, but we would also not want to take on the
whol e unit or, you know, all of the wells, anything
like that to -- to try to clean it up, because we just
don't know what -- what that inplies.

MR. GARCI A: Yeah, understood. |
believe that's all ny questions. Thank you.

THE HEARI NG EXAM NER:  All right. M.
Shaheen, before you do redirect, 1'd like to take a

five-m nute break.
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M5. SHAHEEN: Okay.

THE HEARI NG EXAM NER:  All right.
We' Il be back.

(OFf the record.)

THE HEARI NG EXAM NER:  All right, Ms.
Shaheen, let's see. \VWhat tine is it? It is 2:06
p.m, and we're here for your redirect of Ms. English.

M5. SHAHEEN:. Thank you. | don't have
a whole lot, so that's the good news.

REDI RECT EXAM NATI ON

BY MS. SHAHEEN:

M5. SHAHEEN:. Ms. English, you recal
t he di scussion about your paragraph 34, and | wll
share this 1In particular, this second sentence in
paragraph 34, "l disclosed that LFE was al ready
drilling five vertical wells to hold its acreage in
ot her sections."

So here, you did not represent that
Longfell ow was already drilling a vertical well in the
subj ect acreage here; right?

M5. ENGLISH: That's correct.

M5. MCLEAN: Objection. This is not

redirect because | never asked her if she represented

if Longfellow was drilling a vertical well in Section
33. It was always to hold its acreage in other
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sections, and then separately, that Longfell ow could
elect to drill a vertical well in Section 33.

THE HEARI NG EXAM NER: Ms. Shaheen?

M5. SHAHEEN:. The inpression that |
received after listening to the | ong discussion about
this was that Ms. MLean was suggesting that XTO
beli eved that Longfell ow was going to be drilling
wthin the subject acreage, a vertical well. And I'm
just clarifying for the record that that is not what
Ms. English's testinony says.

THE HEARI NG EXAM NER: | believe, and
my door is open because this roomis getting too hot
wth the door closed, so if you hear noise, |
apol ogi ze. | believe that your witness, M. English,
clarified that the | anguage she used in her
self-affirmed statenent was sonewhat m sl eading. She
admtted to that and she clarified what she really
meant. | don't think there's really any issue here.

So | sustain that objection. Wy don't
you go on to another subject in your redirect?

BY MS. SHAHEEN:

M5. SHAHEEN: Ms. English, you've
reviewed Ms. McKee's testinony regarding Longfellow s
rigs in New Mexico, have you not?

MS. ENGLISH: Yes, nn'am | have.
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M5. SHAHEEN: Turning now to XTO s
exhibit, this is PDF page 3.

M5. MCLEAN. (Objection. Again, | don't
see how this is rebuttal. | never asked -- or
redirect. | never asked Ms. English about
Longfellow s rigs in New Mexico. She could have done
this on her direct and her rebuttal testinony.

THE HEARI NG EXAM NER: Ms. Shaheen?

M5. SHAHEEN: Well, | believe |I have
the right to bring back Ms. English to do additional
rebuttal testinmony. And if you want me to wait until
after Ms. McKee has testified about the rig
availability, that's fine. But |I think | certainly
have the right to ask her about Ms. Shelbi's
statenments regarding rig availability at sone point.
We can do it now or we can do it |ater.

THE HEARI NG EXAM NER: Ms. Shaheen, |
agree that this isn't correct redirect because this
was not asked on cross-exani nation by either M.
Garcia or Ms. McLean. So why don't you call her back
after the other witness testifies? | agree.

M5. SHAHEEN: Well, except | wll say
that this actually goes to this discussion about
already drilling vertical wells. This relates to

t hat . So in that sense, it is redirect.
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THE HEARI NG EXAM NER: Ckay. Well then
if that's the argunent you're making, then make it so
that we can -- | can nake a ruling.

M5. SHAHEEN:. Okay.

THE HEARI NG EXAM NER: How does it
relate to the already drilling?

M5. SHAHEEN: Your asking ne that is a
bit of a request for ne to testify. But it relates
because they knew that Longfell ow was not already
drilling because they're -- they've -- they're
testifying that Longfellow did not have a rig
operating in New Mexico.

THE HEARI NG EXAM NER: But, Ms.
Shaheen, we've already clarified, your w tness has
already clarified what she nmeant in that paragraph. |
don't know that we need to bel abor this back and forth
about already drilling or will be drilling in the
future or whatever. So | really think this subject,
unl ess sonet hi ng cones out on Ms. MLean's case in
chief or rebuttal case, that you need to rebut. |
don't see the issue here anynore.

M5. SHAHEEN: The issue is that |
believe Ms. McLean is using this testinony to justify
XTO s apparent belief that Longfell ow wasn't going to

drill the horizontal wells because it was going to
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drill a vertical well. And that's just sinply not
true.

THE HEARI NG EXAM NER: Okay. Now t hat
being said, let's wait until M. MLean's w tnesses
say that and you can cross-exam nee their w tnesses if
they say that. And you can bring rebuttal testinony
i f they say sonmething you're surprised about.

But at this point, we have the evidence
fromyour witness as to what Longfellow s intents
were. | don't see the point of belaboring this.

So do you have other redirect besides
this will be drilling or has drilled or whatever?

M5. SHAHEEN: | do not.

THE HEARI NG EXAM NER:  Okay, very good.
Al right. Okay. So may we excuse this w tness, at
| east tenporarily?

MS. SHAHEEN: Yes.

THE HEARI NG EXAM NER:  All right.

Thank you.

Thank you, Ms. English, and we may see
you again |ater or tonorrow or sonething of that
nat ur e.

VWhy don't we bring in your other
w tness, Ms. Shaheen, that you said needs to testify

t oday?
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M5. SHAHEEN: Yes. M. DeHaner.

THE HEARI NG EXAM NER: There we are.
see him M. DeHanmer, | rem nd you that you are under
oat h.

MR. DEHAMER: Yes, M. Conmi ssioner.

THE HEARI NG EXAM NER: Go ri ght ahead,
Ms. Shaheen, and I'Il start the 15 mnutes. |In case
you need nore, let nme know.

M5. SHAHEEN: | will. And so we're
turning now to PDF page 81 of Longfellow s exhibits,
our PDF page 80.

VWHEREUPOQN,
JACOB DEHANMER,
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 MS. SHAHEEN:

MS. SHAHEEN: Good afternoon, M.
DeHaner .

MR. DEHAMER: Good afternoon.

MS. SHAHEEN: And |I'Il ask first, this
i s your Exhibit B, PDF page 80, and the rel ated
sub-exhi bits, B-1 through B-5.

Do you adopt this as your, this witten
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testinony as your direct testinmony in this case?

MR. DEHAMER: Yes, ma' am

MS. SHAHEEN: And | shoul d have asked
this question before. Do you have any corrections to
this testinony?

MR. DEHAMER: No, nmm'am

M5. SHAHEEN: And here you have the
usual geol ogy exhibits here, B-1, a general |ocation
map; B-2, a subsea structure map and cross-section
map. And I'll turn to the exhibits now. B-2, your
Yeso structure map; B-3, youYesoso cross-section.

And here, can you describe to the
exam ners the proposed devel opnent within the Yeso
Formati on?

MR. DEHAMER: Yeah. In the Van Hal en
Unit, we proposed three | anding zones within the Yeso
Formati on that has a gross thickness of 1,400 feet.
Those | andi ng zones we descri be as a Paddock | andi ng
zone and two Blinebry |Ianding zones. You'll see that
t he Paddock | anding zone is roughly 300, 350 feet
thick, and the Blinebry -- or 400 feet thick, and the
Blinebry the remai ning of the Yeso and accommpdat es
nore than, nore than one target.

M5. SHAHEEN: And so your gun barrel

here at Exhibit B-4 illustrates the various targets
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t hroughout that 1,400 thick Yeso Formation; is that
right?

MR. DEHAMER: That's correct. It shows
our staggered devel opnent pattern, which is becom ng
standard in our local hills area to be applied here.

M5. SHAHEEN: And you've used sim|lar
devel opnent pl ans el sewhere; is that right?

MR. DEHAMER: That is correct.

M5. SHAHEEN: And then your Exhibit B-5
I's your Gross |Isopach map here. |Is there anything in
particular that you think is good to point out?

MR. DEHAMER: Just relevance of the
t hi ckness kind of continuing. You see the wells that
are drilled imediately offset the, the proposed unit
are, those are al so Paddock and Blinebry devel opnent,
al beit from 2014/2015. So we have a |lot of confidence
in this area due to the offset production. And |
bel i eve we have another exhibit that kind of shows
that all three benches have been targeted.

MS. SHAHEEN: |s that Exhibit B-6?

MR. DEHAMER: Yes, mp'am So as you
can see, the previous historically three-bench
devel opment has kind of been proven in the imedi ately
offset area. So we -- we think that three wells

wthin the kind of nore dense spacing within the CD is
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adequate for this area and hel ps us drain the
reservoir to our -- our best abilities.

MS. SHAHEEN: | have no further
questions of M. DeHaner, and | pass the w tness for
Cross.

THE HEARI NG EXAM NER: Thank you, Ms.
Shaheen. Now the one thing |I'm wondering, M.
Shaheen, | don't renenber your asking if he adopts
under oath his self-affirmed statenment and the
accuracy of his exhibits?

MS. SHAHEEN: | believe |I did, but |'II
do it again.

BY MS. SHAHEEN:

MS5. SHAHEEN: Do you have any
corrections, M. DeHaner, to your Exhibit B, your
self-affirmed statenment and the sub exhibits rel ated
t heret 0?

MR. DEHAMER: No, ma' am

M5. SHAHEEN: And do you adopt this
testinmony as your witten testinony in this matter?

MR. DEHAMER: | do.

THE HEARI NG EXAM NER: Thank you.

Okay. Ms. McLean?

M5. MCLEAN. No questions for this

W t ness.

Page 250

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

THE HEARI NG EXAM NER: Oh, that's
right. You said originally that you weren't going to
have questions. | don't know, | thought you m ght
change your m nd.

And then, M. Garcia?

M5. SHAHEEN: Should I? Should |
change my mnd just for fun?

THE HEARI NG EXAM NER:  You di d,
actually. You said | won't have any questions, and
now | renmenber you said that.

M. Garcia?

MR. GARCIA: | think |I just have one
questi on.

M. DeHaner, hopefully |I read your, all
of your good exhibits; right? |Is it Longfellow s plan
to drill one well because of, you know, tinelines you
guys are under with the | ease, and then cone back and
drill the remaining wells? |Is that correct?

MR. DEHAMER: That is the plan, yeah.

MR. GARCI A: Ckay. Okay. Just want to
make sure. Okay. So that's not ny question. M real
question is, | guess, with that drilling one well,
conpleting it, com ng back and doing the rest of the
wel l's, do you have any concerns about, |ike,

producti on drawdowns or | guess what nost people call,
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| i ke, parent-child effects?

MR. DEHAMER: No, we've -- we've
devel oped the Yeso kind of in -- in our other -- in
ot her areas with, you know, one or two wells
prevention, then cone back and finish up the pad
and -- and we see -- we see adequate production.

MR. GARCIA: | think you said like
1,400 foot thick here.

MR. DEHAMER:  Yeah.

MR. GARCIA: So basically, you're not
worri ed about any reduction drawbacks because of, you
know, the fast tineline you're under?

MR. DEHAMER: No, and our engi neer can
speak to this in his testinony if need be. But in
terns of we take operational kind of neasures to -- to
make sure our production remains online and at its, at
Its best.

MR. GARCIA: | think you answered it
sufficient for me. No other questions.

MS. SHAHEEN. M. Exam ner?

THE HEARI NG EXAM NER: Ckay, thank you.

Yes?

MS. SHAHEEN: | apol ogize, but | did
not get to M. DeHaner's rebuttal of XTO s statenents.

| apologize. |If | could have the opportunity to do
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t hat --

THE HEARI NG EXAM NER: Yes, please go
ahead.

M5. SHAHEEN:. -- | woul d appreciate it.

THE HEARI NG EXAM NER: Go ri ght ahead.

MS. SHAHEEN: Ckay, great.

REDI RECT EXAM NATI ON
BY MS. SHAHEEN:

M5. SHAHEEN. M. DeHamer, have you
reviewed the testinony of Ms. McKee and M. Brown?

VMR. DEHAMER: Yes.

M5. SHAHEEN: And so turning now to,
well, actually this is paragraph 10 and perhaps |I'm
not going to be allowed to ask this question. | did
have it as a rebuttal question.

MS. MCLEAN. Paragraph 10 of his
testinony or of soneone else's testinony?

M5. SHAHEEN.: O M. MKee's
testinmony -- Ms. McKee's testinony.

MS. MCLEAN. Ckay.

M5. SHAHEEN: OCh, here I'min the wong
exhibit. So let nme see which page this is on. Here
it is. This is the rig availability, this is the rig
avai lability question. | wll save that question for

M. Mtchell, who will address it with respect to a
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different subject. Turning to Ms. --

THE HEARI NG EXAM NER:  Oh, you're still
goi ng? Okay.
BY MS. SHAHEEN:

M5. SHAHEEN: Okay. Turning to
paragraph 24 and Ms. MKee's testinony, here Ms. MKee
testifies that the estimted cost of the proposed Van
Hal en wells are not fair, not reasonabl e, and not
conparable to the cost of other wells of simlar
| ength in Eddy County.

Do you have any response to that
statenent, M. DeHaner?

MR. DEHAMER: | think that response
woul d be best left to our engineering expert, M.
Mtchell, if that's okay.

M5. SHAHEEN: AlIl right. And then

have - -

MR. DEHAMER: M response would be we
drill good wells and our -- our costs are in line with
what we do.

M5. SHAHEEN: Okay. So ny next topic
here is rebuttal, Longfellow s Rebuttal Exhibit 2.
And let me see if that is for you or for M. -- oh,
this looks like it's for M. Mtchell.

Turning to paragraph 6A of M. Brown.
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Okay. And I'll share.

M5. MCLEAN. And can you repeat where
you are?

M5. SHAHEEN: Yeah, |'m on PDF page 29,
and it's actually 7-A

M5. MCLEAN. OF XTO s exhibits?

MS. SHAHEEN:  Yes.

M5. MCLEAN:. Okay, thank you. Do you
want nme to share?

MS. SHAHEEN: |'ll share. [|'m al npost
t here.

BY MS. SHAHEEN:

M5. SHAHEEN: Okay. Paragraph 7A.
Have you reviewed this testinony of M. Brown?

MR. DEHAMER: Let ne just nmke sure |
have real quick. Yes, na'am

M5. SHAHEEN:. And do you have a
response to his testinony in paragraph 7A?
Specifically in the first sentence over --

MR. DEHAMER: Yeah. The conpari son
he's trying to nake is to devel opnent that was done in
kind of, we'll call Gen 1 Yeso devel opnent imedi ately
to the south. These were eight wells per section.
They were stacked on top of each other within the

section, so no |l ateral offset.
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In the -- in the followng 12 years,
Yeso operators, including Longfell ow and ot her
operators, kind of adopted the staggered nodel on two
or two to three bench devel opnent that we've seen.
Again, this is a good area within the platform and
we -- we view the better areas to be able to
accommodate three wells per section froma reservoir
quality.

M5. SHAHEEN: And turning now to
paragraph 7B, again the first sentence here, do you
have any rebuttal to this statenment regarding
unpr oductive lateral ?

MR. DEHAMER: Yeah. Again, as M.
English testified to, this is an environmental ly
sensitive area and so we need to have our surface
| ocati ons where they're at. And that's -- that's the
reason for, for the kind of extended | ength of
measured depth that we see pretty nuch in the Cedar
Lake area. W're trying to mnimze our inpact on the
surface.

M5. SHAHEEN: Anything else that you
would like to say in response to Ms. MKee's or M.
Brown's testinony?

MR. DEHAMER: No. Just |like | said,

this is a high confidence area for Longfellow. W

Page 256

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

view this area as good as any other area on the shelf

and we are taking our concepts to this spot
MS. SHAHEEN:. Thank you, M.

and | really do pass the witness this tine.

M5. MCLEAN. And | do have just one

guestion based on his testinony.

THE HEARI NG EXAM NER: Go right ahead.

M5. MCLEAN:. Thank you.
CROSS- EXAM NATI ON
BY MS. MCLEAN:

MS5. MCLEAN:. M. DeHaner, are you aware

of any devel opnents in the surrounding, in the acreage

surroundi ng Van Hal en that have 16 wel | per
t he Yeso?

MR. DEHAMER: No, nm' am

MS. MCLEAN. Ckay. That's the only

question we have. Thank you

THE HEARI NG EXAM NER: M. Garci a?
MR. GARCI A: No other questions.
THE HEARI NG EXAM NER:  Thank you.
Al right, Ms. Shaheen, may this

W t ness be excused?

MS. SHAHEEN: Yes, he may.

THE HEARI NG EXAM NER:  Al'l right.

Thank you, M. DeHamner.

as wel | .

DeHaner ,

section in
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And, Ms. Shaheen, that | eaves M.

M tchell.

MS. SHAHEEN: That is correct.

THE HEARI NG EXAM NER: M. Mtchell, |
rem nd you you're still under oath.

MR. M TCHELL: | understand. Thank
you.

THE HEARI NG EXAM NER: Thank you.
VWHEREUPOQON,

DAVI D M TCHELL,
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:
DI RECT EXAM NATI ON
BY MS. SHAHEEN:

MS. SHAHEEN: M. Mtchell, I'Il start
by asking you if Exhibit C represents your witten
testinmony, direct testinony in this matter?

MR. M TCHELL: It does.

M5. SHAHEEN: And the sub Exhibit C1
t hrough, let's see, C1 through C-8?

MR. M TCHELL: Yes, yes, ma'am

MS. SHAHEEN: And do you have any
corrections to that testinony?

MR. M TCHELL: No, ma' am
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M5. SHAHEEN: And do you adopt that
testinmony as your direct testinony in this matter?

MR. M TCHELL: | do.

M5. SHAHEEN:. So here on PDF page 92,
you di scuss Longfellow s history of well performance
and operational capability.

Can you hit the high points for us in
par agraphs 5 through 8?

MR. M TCHELL: Sure. So first of all,
t hanks very nuch for -- for hearing ny testinony.
Longfell ow s been operating in Eddy County since about
2018. We've drilled over 30 laterals in the Yeso
trend, which is what we're -- the formation that's
under di scussion here.

We have a slightly different operating
strategy than sonme of the other operators in the -- in
the play. And it requires nuch |arger fluid |oadings
and much bigger fracks, just to put sinply. And we've
achi eved much hi gher reserves per lateral foot than
our offset conpetitors.

VWhen we | ook at all the horizontals in
Eddy County, including all other formations of
i nterest including the -- the basin, which includes
the Wbl fcanp and the Bone Springs and very prolific

pl ays, of the 50 best wells in an EUR per lateral foot

Page 259

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

basi s, Longfellow holds eight, as per drilling info
Enverus public rel ease data.

So we do believe we are a top-tier
performer, albeit a smaller conpany, and can -- but
can contend with our well results. W believe our
well results are justified, the additional cost
required.

There was, I'mtrying to figure out the
best way to go through this because | can't control
the nouse. We've tal ked about the eight wells. These
i nclude the Marl ey Pads and the Bonzo pads that are in
1728, which is about three or four townships to the

west of the

- the area in question.

So we're an experienced operator in the
play and we have an -- a fairly active program W
are not running a rig currently, but we have been
drilling approximately 12 wells a year for the | ast
three years.

M5. SHAHEEN: And turning to your
paragraphs 9 through 17 here, you talk about the
reasonabl eness of Longfellow s estinmated well costs.

Can you hit the high points for us
here?

MR. M TCHELL: Sure. Longfellow, our

wel |l costs are associated with our -- our devel opnent
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strategy, and everybody's costs are -- are slightly
different of what's in the capitalized portion of an
AFE and what's in the operating cost portion of AFE.

Longfell ow believes in capitalizing
our -- our subnersible punps and ot her equi pnent,
whi ch i ncreases sonme of the intangible or costs
associated with conpletions, as well as the |arger
racks which are on or about 50 percent |arger than the
maj ority of our offset operators.

We drill majority one-mle |laterals, as
Is common in the play. About 98 percent of the
hori zontal wells drilled in the Yeso have been
one-mle laterals. W were the first operator to
drill two-mle |aterals, and we have sone extended one
and a half mle laterals as well. And we use those
where we can achi eve those benefits.

But the land fabric and the existing
dr ai nage associated with a long term long tine
vertical devel opnent across the play really limts

t hose opportunities to specific areas. So

where -- where it's possible to drill nore than one
mle, we do drill nore than one mle.
The drilling costs for these wells are
approximately 1.8 mllion. And the conpletion costs,
i ncluding facilities and -- and pipeline are about 3.5
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mllion when devel oped as a pad.

We coul d probably nove to the -- the
next point. So in the proposal, you know, proposals,
and these things take quite a long tine between
proposi ng wel ls, poolings associated, and then -- and
t hen devel opnent opportunities. But at the tinme of
the proposals, these wells were estinated to cost $6.1
mllion per well for what was planned as an ei ght well
devel opnent, prior to the know edge that there was a
| easehol d expiration issue.

Drilling eight wells at a tinme requires

a significant amount of tinme. These wells do drill

fairly quickly. W can -- we average about eight or
ni ne days per horizontal to drill. But if we're going
to drill eight of them back to back, that woul d be,

let's just say for sinple math, if they're ten-day
wells, that would be an 80 day devel opnent of
drilling. W do not have tinme to fully develop the
unit on an eight well devel opnent program and satisfy
the expirations of the |eases.

So our original proposal of the 6.1

mllion per well was anended in conversations
with -- or with XTO, excuse ne, to include a one wel
phase 1 devel opnment and a foll ow on seven well infill

devel opnent program
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The one well obviously is burdened by
sone costs that -- that are ultimately going to be

shared across all eight wells. For exanple, the

surface | ocation, it -- you need to build the surface.
If you're going to drill one well or you're going to
drill eight, you need to build the facility to

accommodat e one well or to accommopdate eight.

And so this, the individual first wel
of the unit was revised in conversation with XTO from
the 6.1 mllion to the 7.56 mllion to -- to
accommodat e those ot herwi se shared costs.

It is still our intent to, under this
pooling order, to drill the first well and to return
to the pad after production's commenced and finish out
t he devel opment. And those -- those additional costs
wi |l be shared anongst -- anongst the other -- the
ot her pads.

MS5. SHAHEEN: |'m showi ng the slides
here that show our devel opnent plan and the AFE
reconciliation. |Is there anything in particular that
woul d be hel pful to point out in these two slides?

MR. MTCHELL: So this -- so this is
much easier for me to talk towards versus the text, so
t hank you very nuch. So with -- with what |'ve got

here on this devel opnent plan slide, what we're --
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what |'m showing here is, | nean, M. Exam ners, you
guys saw the -- the acreage position that we hold in
the area. There's -- there's nmultiple units, and
outside of that map, there's sonme other units as well
that -- that are outside of the expiring acreage in
guesti on.

So we have significant surface
I nfrastructure that we're planning on building, which
the -- the balance of that is a very |large produced
wat er recycling and storage facility, as well as
surface water transfer lines. W' ve tal ked about the
desert sagebrush habitat. And so it's our -- it's our
i ntention to bury permanent transfer lines so we don't
have surface lay flat and the risk of -- of spills and
things like that, that could -- that could cause harm
to the environnent.

Now this infrastructure is material in
cost. We have, you know, the -- the pit and recycling
facilities, approximately 4 mllion. The -- this
di stribution systemfor frack waters, approximately 2
mllion, and all the infield gathering and -- and
transportation is another couple of mllion.

And so our plan initially was to have
all this ready for, let's just say the end of this

year, for kind of full pad devel opnent. And we've had
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to accelerate our tinmetable based on the | ease
expi ration.

The -- the numbers highlighted in bold,
sorry, before you go off that slide, are the nunbers
that are associated with what XTO is participating in.

The nunmbers that are not highlighted in bold

are -- are nunbers that -- that Longfellow w Il be --
wll be carrying as for devel opnent of the area, not
specifically just this unit, and -- and are -- are not

subject to XTO s participation.

And | just noticed one mnor error that
the infill seven remaining units, nunber 4 on 2027 of
37 mllion, that -- that should be in bold. That wll
be sonething that XTO has the option to participate in
under this pooling order, should they participate in
devel opnent.

M5. SHAHEEN: Turning now to the next
slide, the AFE reconciliation.

MR. MTCHELL: So it was -- it was
argued that our -- okay, sorry, here we go. So -- SO

our initial well estimate fromthe mddle of |ast year

was 6.1 mllion per well, approximately 1.8 mllion of
t hat being associated with drilling and about 3.5
mllion of that associated with conpletions, and

anot her 700,000 per well with the well site facility
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production facilities.

VWhen we've gone to a single wel
program there's sone costs that -- that have
obvi ously been aggregated in, and |I've al ready
mentioned the surface facility -- the surface pad
for -- for drilling and production facilities, as wel
as the production facilities thensel ves.

And the -- the other thing that has
changed is that nost of the production, gas production
in this play, and in really the county in general, is
handl ed by m dstream conpanies. These m dstream
conpanies are notoriously late. And so with the risk
of devel opnent timng and our inability or our
i nternal requirement to -- to not flare and produce
waste through flaring, we took the option to build the
pi peline for gas, for gas sales for the m dstream
conpany.

And -- and they're going to credit us
back that pipeline capital, because they acknow edge

that we can do it faster than they can do it.

And -- and so we'll essentially not have to pay gas
processing until we -- they -- we recover those costs.
But it was a way for us to expedite the drilling of

this, this unit.

So that's really how we walk fromthe 6
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mllion to the 7.5. And |I've item zed sonme of the
mai n variance points. One of the AFEs had contingency
costs in it; the other one didn't. So I've kind of
reconciled that out. Contingencies are just a five
percent kind of fudge factor that a | ot of AFEs have
for unplanned or unexpected costs.

There's an expedited business | ease
that we're hoping not to -- not to need, but we nmay.
We have business | ease applications in process that
were put in, |I believe in October. But, and so we're

expecting them any day now, but if we do not receive

themin tinme to develop, we'll have to pay an
expediting fee. There's a BLM process -- or there's a
process, | shouldn't say BLM because | think it's

t hrough the realty group, which I'mnot sure how that
rolls, which division that rolls into. That's an
I ncrenmental cost.

And then as we sort of share costs
around how things -- how things divide up, really the
maj or variances outside of those two are the gas
pi peline of 900,000, the facility that the first wel
w |l bear but then will ultimately be reallocated to
the -- to the follow on wells, and then, you know,
those are the major drivers between the two nunbers.

M5. SHAHEEN:. Turning to your next
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exhibit, drilling permts, what is the significance of
this slide?

MR. MTCHELL: So this is our -- this
Is the unit in question that we're devel oping. The
yellow | ands are the Longfell ow 100 percent Yeso
rights lands. The blank | ands are the XTO |l ands in

guestion. W have eight permts in process that were

filed, I had it witten down, | apol ogize, but it
was -- but that are filed and pendi ng, pending
approval. W expect those really any day now.

And we have been working with the BLM
on those permts because there's a because that unit
that we're tal king about was water flood. And so that
wat er flood, there were sone requirenments that they
requested for casing and cenenting adjustnments to

protect production casing fromthe water flood. So

we' ve accommpdated the BLM s request on -- on those
casi ng designs and -- and we're expecting those back.
So we do have drilling permts for the

full devel opnent. We are planning the single wel
here initially. And once that major infrastructure
we're tal king about is in place and we've satisfied
production fromthe unit, we'll put that -- that
infrastructure in place and we'll finish out the

devel opnent of this, of this unit.
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M5. SHAHEEN: Turning to your next
slide, devel opnent efficiency that says Exhibit C-5?

MR. MTCHELL: So -- so | know, you
know, |'mnot a |awer, |'m an engi neer, and people
tal k about waste and prevention and correllative
rights.

So -- so the Yeso was historically
devel oped vertically. | nean, this play has been
active for approximately 100 years. And so a |ot of
the initial devel opnent was vertical devel opnent. But
if we took -- take vertical devel opnent, offset a unit
that, an un-depleted unit that's i mmedi ately adj acent
toit, this is fromour Local Hlls devel opnent, which
Is a couple townships to the west.

You can see that in a vertical well
devel opnent -- now, we couldn't get a full, the
acreage, we couldn't get a 320 acre and a 320 fully
depl eted side by side. So we're -- | had to grow
up -- gross up sone nunmbers here. But you can kind of
see that the vertical devel opnent on 160 acre
depl eti on produced 700,000 barrels of oil, which for a
60 mllion barrels of oil per section recovered just
under five percent recovery of the oil in place.

In the i medi ate adj acent hori zont al

devel oped unit, which is also 60 mlIlion barrels per
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section, obviously they're -- they're adjacent units
here, we recover -- we are estimating to recover about
four and a half mllion barrels, which constitutes
about 15 percent recovery factor of the original oil

I n place.

So all this to say that horizonta
devel opnent has far superior efficiency and
recoveries, particularly in the Blinebry, but also in
t he Paddock, because the Blinebry is nuch tighter,
much | ower porosity. So it -- the vertical
devel opnent was not bad, let's just say, for -- for
t he Paddock, but it's totally inappropriate in the
Blinebry for -- for recovery purposes.

So horizontal devel opnent, really the
punchline, is far nore effective at recovering
hydr ocar bons than vertical devel opnent. And as |'|
point out, this, the devel opnent of that Marley
hori zontal unit, spacing, |anding zones, is anal ogous
to what we're proposing in the Van Halen Unit.

M5. SHAHEEN: Turning to --

MR. M TCHELL: So all three benches
stacked | aterals.

MS. SHAHEEN: Turning now to your
Exhi bit C-6 regarding surface use and waste.

MR. M TCHELL: So -- sothisis a --
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this is an interesting challenge. You know, one of
the questions that -- that we initially asked

oursel ves when we were |l ooking at this area is, well,
why hasn't -- why haven't anybody else drilled here?
And the sinple -- the sinple answer is there's sand
dunes in this area and it creates -- the sand dunes
create habitat for desert sagebrush |izards, and the
environnental constraints around getting access to
surface are very chal |l engi ng.

So our initial, our initial pads were
actually a little bit to the east, nmuch closer to the
section boundary of the west side of the Van Hal en
Unit. And we -- we partner with a group called CEHVW
which is a partner of the BLMs that's -- that's a
consortium for environnmental protection. And so we
work very closely with the CEHVWM group to identify
surface | ocations that are viable and work with the
BLMto get them approved.

So in this area, we had to back those
pads up because of identified habitat in that area.
We have now -- now if we think about a 40-acre
devel opnent, which -- or ten-acre devel opnent is the
typi cal vertical spacing, a 320-acre unit would
require sonmething like 32 vertical wells to deplete.

Now, you can drill the exact sane
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subsurface acreage with two horizontal pads. And so
i f you run the math on the acreage size of -- of a
hori zontal pad, on the high side is about six acres.
And a vertical pad on -- on the high side is about two
acr es.

But if you nultiply that by the nunber
of pads required, you get to about a 50 percent
I ncrease in surface use of vertical devel opnment versus
hori zontal devel opnment. So in our view, horizontal
devel opnent is the nore efficient nmethod froma
surface use and vertical devel opnment, reduces surface
wast e.

M5. SHAHEEN: Turning now to Exhibit
C-7, surface access environmental constraints. You
tal ked about this a little bit, but does this slide
provi de sone further insight?

MR. MTCHELL: So -- so the -- the
| mge that you're seeing is froman environnental
survey we conducted about -- about two years ago,
where we sent environnmentalists into the field to
I dentify potential viable surface |ocations and -- and
tried to really work out where the -- the arc sites
were, where this desert sagebrush habitat may be so we
could work on pad devel opnent.

As you can see in -- there was three
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categories. There was undeterm ned deli neat ed

habi tat; kind of possible; and absolute, in fact kind
of high risk DSL habitat. And as you can see fromthe
Van Halen Unit, the majority of the unit is in

possi ble DSL habitat. W' ve updated this a few tines
and so, you know, there -- there's -- it's quite
chal l enging to get surfaces.

Now you can do it, but it takes a | ot
of time, it takes a lot of, a lot of effort, and a | ot
of negoti ati on between us, the CEHMM group, and the
BLM So when we -- with the preval ence of the -- of
t he sagebrush |izards there, we've conme up with
| ocations that are viable that the BLM has approved.
We've -- we've passed all our on sites for these,
these locations, and -- and we are, |1'd say the
service | ocations are inmm nently pendi ng.

M5. SHAHEEN: Turning now to your final
slide, econom c inpact of delaying devel opnent,

Exhibit C-8. What's inportant here?

MR M TCHELL: So -- so this, this |
t hought was a useful, maybe scroll down just a little
bit nmore. | think this is a useful tool to understand
what we're -- what we're trying to manage. And it's
not only the fact that we want to hold the acreage, we

want to open the -- the runway for devel opnent.
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| mean really inny -- in ny
engi neeri ng perspective, you know, the force pooling
process is really to allow for -- for devel opnent to
occur and not be inpeded. So we're sitting here with
a situation where this -- this unit that's been
hol ding this acreage is in bankruptcy.

If we do not establish production by
July, or on or before July, | should say, we are going
to look at there's -- there's a nulti-year and it --
it was estinmate a three-year process for bankruptcy
to -- to proceed.

If | take the forecasted production
and -- and associ ated cash flows of our current

devel opnent plan and | delay that by three years,

there's a negative economc inpact. | wote this
sonewhere and | just -- so the -- there's a about a $3
mllion loss in, $3.8 nillion loss in total royalties
to the state, just fromthat delay. On a -- on a

di scounted basis, it's two mllion gross, four mllion

di scount ed.
There's a mllion dollar loss in

production and tax revenue on a PV zero, so

undi scounted basis, and about a two mllion discounted

and there's a $3 mllion, if you add those together,

you're looking at a $3 mIlion undi scounted | oss of
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royalty versus -- or a $5.8 nmillion discounted | oss.

So del aying the operations here
t hrough -- through inpeding of -- of developnent is a
material cost -- a material |oss of revenue to the
state. Well actually, sorry, to the BLM here. And
well, there's, sonme of these go to the state, sorry,
production tax goes to the state; royalties go to the
BLM

M5. SHAHEEN: Before we | eave your
direct testinmony, 1'd like to go back to your slide
PDF 105, | was a little bit late in junping on the
slides here, and make sure there's nothing el se,
whoops, here that is inportant for you to note for the
hearing exam ners. This is your Exhibit CG1, with
respect to Longfellow s well performance that you
tal ked about earlier.

MR. M TCHELL: The only thing I'Il say
about this is that the Elvis Patch, so this is the top
50 wells by -- by reserves per |ateral foot achieved.
The Elvis was drilled before the Bonzos. The Bonzos
were drilled before the Marleys. As we continue our
devel opnent, as we continue our evolutions of our
conpl etion design and -- and technol ogi cal
appl i cati ons, we keep on noving up the curve of better

and better and better well s.
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So in the argunent that we're not a
prudent operator, this, this | think is inmportant
testinmony to show that not only are we a prudent
oper at or when you |l ook at us versus everybody else in
the -- in Eddy County on all formations, we are
continuously getting better and -- and drilling and
produci ng better wells, with our Marley wells being in
the top five. Sonme of our Marley wells being in the
top five producers in the whole county.

MS. SHAHEEN: Thank you. Let's turn
now to your rebuttal.

THE HEARI NG EXAM NER: Ms. Shaheen?

MS. SHAHEEN:  Yes.

THE HEARI NG EXAM NER:  You're over the
15 m nute mark, so how nuch nore time do you think you
need?

M5. SHAHEEN: Maybe ten m nutes for our
rebuttal testinony.

THE HEARI NG EXAM NER: Ckay, go ahead.

M5. SHAHEEN: | could bring him back if
you' d Iike.

THE HEARI NG EXAM NER: Go ahead, M.
Shaheen.

M5. SHAHEEN: Alrighty. So we're going

turning now back to Ms. MKee's testinony, and that is
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PDF page 2, | believe. And here we are com ng back to
the rig availability, paragraph 10. But | believe M.
M tchell has some information about rig availability
for Longfell ow.
BY MS. SHAHEEN:

MS. SHAHEEN: So here in paragraph 10,

M. Mtchell, Ms. MKee represents, it does not appear
t hat Longfell ow has had -- has any active rigs in New
Mexi co.

Do you have sone rebuttal to that
testi nony?

MR. M TCHELL: So while it's true,
Longfel |l ow does not have any active rigs operating
today in New Mexi co, we have active negotiations
on -- with ten drilling contractors today. W have
three drilling contractors that have rigs that we can
utilize for these, these wells that are in question.
The conpanies are Savanna Drilling, Key to Drilling,
and Lasso Drilling, that have all -- that have al
i ndi cated, they have rig availability. And we are
wor ki ng in negotiating actively with each of them and
really it's going to conme down to ultimately price,
who we select. They're -- they're, they're conpanies
we' ve worked with in the past.

In addition to those three, we've
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tal ked to seven additional conpanies that we'l]|
continue talking to. But those are the three that
we're currently looking to drill these wells.

M5. SHAHEEN:. Turning to paragraph 24,
and | believe this is PDF page 6 here, Ms. MKee
testifies about the estimted cost of Longfellow s
AFEs.

What is your rebuttal to this
testi nony?

MR. M TCHELL: | nmean, in the end,
we're not in business to spend noney; we're in
busi ness to -- to produce econom c reserves. And we
don't spend nore noney because we think we -- we think
spendi ng noney is better than spending | ess noney. W
spend nore noney because we -- we are in the business
of making better wells.

And that really goes to ny initia
testinony that there is sone of -- sone of the things
t hat happen are -- are allocations. For exanple, we
do capitalize our -- our ESP equi pnment, which is about
a quarter mllion dollar capital investnent that the
operators that were used in the -- in the direct
testinony from XTO that we're participating in sonme of
their wells, they expense them

And there's pros and cons to each and
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everybody's accountants are going to cone up with a

different argunent. And that's every conpany's

di scretion. |I'mnot going to argue one way is
superior than the other. That's just our -- our
met hodol ogy of devel opnent and -- and accounti ng.

The -- that being said, we believe that
on a cost per -- per recovered barrel of oil, we are

as conpetitive or nore conpetitive as anybody else in
this play.

MS. SHAHEEN: Turning now to M.
Brown's testinmony, and |I'mgoing to share again. Here
we' re back at his paragraph 7a and 7b, and | believe
you're going to testify about his -- his
representations in the second sentence, | believe.
And correct me if |I'mwong, but whatever parts of
this testinony relate to engi neering.

MR. M TCHELL: So -- so well spacing
Is -- is challenging. And figuring it out takes not
only a bunch of -- bunch of smart peopl e working
runni ng nunbers, but a bunch of physical tests in the
field where -- where you test various spacing and
you -- and you understand what what you're doing.

We've run extensive tracer surveys on
all of our devel opnent units to understand wel |l bore

interference and -- and really dial in our
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under st andi ng of spacing. Not only within a -- within
an individual |anding zone, but also between | andi ng
zones, so that we know the kind of interference that
you want .

There is -- you don't want your wells
to be too far apart and have undrained oil between
the -- the stinulated rock volunes, and you don't want
themtoo cl ose together and essentially have redundant
and overcapitalized conpletion costs. W have what we
believe is the optimal spacing for -- for this
reservoir, and we -- we feel strongly that we -- we
feel strongly that the spacing we have is warranted in
this, in this play.

Wth respect to the 2,000 foot of
unproductive lateral, | think we've addressed that
several times with the -- with the desert sagebrush
|izard habitat. W did have our initial pad |ocations
attenpted to be closer to the unit line. And really
wasn't the BLM but it was the CEHWM group
who's -- who's a BLM | won't -- | don't want to cal
them an affiliate, but a partner, who -- who advi sed
us to nove the pads back, and again, trying to be a --
a good steward and trying to work with our -- the
ot her regul atory agents, we agreed.

MS. SHAHEEN: And then in the second
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sentence of paragraph 7b here, he tal ks about
anti-collision drilling risks.

Do you have a response to that?

MR. M TCHELL: | nmean, anti-collision
Is -- is a known quantity. You know, we -- we have --
we have engi neers who -- who build anti-collision
nodel s and make sure that we have -- we have
appropri ate spaci ng between horizontals and between
verticals and horizontals as we go.

And that's not just between other wells
in the area, but see even between your own sonetines
when you're back building and doing other things, this
I's sonething that every conpany does, including XTO,
routinely and is not a material risk to devel opnent.

M5. SHAHEEN: And turning now to
paragraph 8, | believe one of our rebuttal exhibits
m ght be in response to paragraph 8, which addresses
estimated well cost. Am|| renenbering correctly?
Should we | ook to your --

MR MTCHELL: Yes. So | -- | provided
a rebuttal slide on the -- on the Ozzy devel opnent.
And | think this is actually kind of useful also when
we tal k about anti-collision, because you can see
circled in red there a bunch of vertical producers in

t he Yeso Formti on.
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So these were the first two mle
| aterals drilled in the Yeso Play that were operating
that we -- they were the first two mle laterals in
the Yeso Play that we drilled, but that anybody
drilled. And there was vertical wells in the mddle
of the section that we were -- that we drill ed past.

So in the pre-drill assunptions going
in there, | nean, | ook, engineers, we make
assunptions, and because it's -- there's a saying that
says it's dark down there. You don't know what you're
going to get. So we assune that the rock in that
circled area was going to be depleted. And as such,
we did not -- we did not capitalize the conpletion of
the entire lateral.

You know, that's a two mle lateral.
So in each mle we have about 25 stages of conpletion
that we punp. And so we -- we capitalized 75 percent
of that two mle lateral as conpleted lateral, wth
t he expectation of drainage. But again, that's an
assunpti on.

So as we executed the fracks, we -- we
executed these punp in procedures where we could test

reservoir pressure physically through the pressure

that we -- if you punp into a depleted reservoir, the
punpi ng pressure that you have is very low If you
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punp into an energi zed reservoir, the punping pressure
i's very high.

As we were conpleting this well, we
started fromthe east towards the west and we got to
t hose zones where we were expecting depletion. W
executed these punp in tests. W did not experience
depl etion. Therefore, it was an economcally
justifiable decision to conplete those stages.

And so while the AFE did not represent
an estimate -- the AFE was for 37, | believe,
conpl eted stages, and the -- the actuals were for 50
conpl eted stages per well, which was the bal ance of
the cost change between the -- the AFE estimte and
t he actual .

MS. SHAHEEN: Turning to your next --

MR. M TCHELL: This -- yeah, yeah, go
ahead.

MS. SHAHEEN: Turning to your next page
of this Rebuttal Exhibit 2.

MR. MTCHELL: So -- so you can see the
proposed AFE and the actual cost. Now there was sone,
there were sone problens. This was executed in the
dead of winter in the mddle of an ice storm So we
had a bunch of freezing issues on the front end, which

led to sonme increased drilling costs.
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We al so had sone unexpected -- and the
current -- the current explanation is -- is a shallow
nitrogen pocket which we drilled into, which caused

essentially a pressure control issue, which we had to

essentially evacuate the -- the gases before we could
continue drilling. So there was sone cost overruns on
the drilling associated with that for both wells.

But the majority of the cost variance
was associated with two things. One, which |I've
al ready discussed, which is 37 stages of conpletion to
50 stages. And the second one was in the prelimnary
AFE plan, we were going to have these two wells
produced to a secondary, another pad, where we had an
exi sting production facility constructed, and
unfortunately in our work with the BLM -- oh sorry,
excuse ne, with the state, this was a coupl e years
ago, 18 nonths ago maybe, conmm ngling was nuch nore
stringent. And so they -- they didn't want to | et us
to co-mngle these two -- these two production units.
And so we were forced to build a nore expensive
battery on this location versus co-mngling in that to
t he other pad.

Since that time, actually in -- in
part, | hope, because of some of the argunents we

made, the state has anended their conm ngling
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restrictions and now enabl e operators to do exactly
what we proposed. So these costs can be captured in
the future -- cost savings can capture in the future.

M5. SHAHEEN:. And finally, with respect
to M. Brown's testinony in paragraph 9, and let's see
if | can show all of paragraph 9 here. He's talking
about the capital efficiency of wells that are one
mle versus | onger wells.

Do you have any additional testinony in
rebuttal to this statenment by M. Brown?

MR. M TCHELL: Generally speaking,
| -- 1 don't disagree that there are benefits to
| onger lateral drilling. W are, in the Yeso Pl ay,
the only operator that's really pushing | onger
| aterals to date. And so | don't disagree with the --
with the assertion.

That being said, outside of the | onger
| aterals we've drilled, there's -- there's very few,
probably | ess than five, longer than one mle |aterals
out of the approximately 500 horizontal wells that

have been in the play. One mle |aterals are

extrenely economc and are -- are proven to recover
hydrocar bons at a high recovery factor. And -- and
positive -- and econom cally, very justifiable. W do

not own interest in the adjacent section, and if we
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did, we certainly would' ve proposed | onger |aterals.
THE HEARI NG EXAM NER: Ms. Shaheen,
woul d you wap it up? You're past the ten m nutes.
MS. SHAHEEN: Yes, | believe that is
it.
BY MS. SHAHEEN:
M5. SHAHEEN: | would just ask M.
M tchell whether he has anything in the additional
that | forgot to ask himabout?
MR. M TCHELL: | think, | think, you
hit it. Thank you very nuch.
THE HEARI NG EXAM NER: Ckay. Ms.

McLean?

M5. MCLEAN. Yes, thank you. Let ne
just go back to -- okay.

MR. M TCHELL: There was actually, Ms.
Shaheen. | just saw one point about the 158 foot

first take point proposing -- conpeting proposal that
was in A-8 from XTO.

MS. MCLEAN: Yeah, let's tal k about
t hat .

M5. SHAHEEN: Well, that exhibit is not
yet in admtted into the record, so you'll have to
cone back to testify about that.

MR. M TCHELL: l|"m free.
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M5. SHAHEEN: Thank you, M. Mtchell
MR. M TCHELL: Thank you.
CROSS- EXAM NATI ON

BY MsS. MCLEAN:

M5. MCLEAN. AlIl right, M. Mtchell.
Hello. You've identified in your testinony the Marl ey
and Bonzo wel|ls as anal ogous to the Van Hal en wel | s;
I's that correct?

MR. M TCHELL: That's correct.

M5. MCLEAN. And these are Longfellow s
cl osest Yeso wells; correct?

MR. M TCHELL: They're not our cl osest.
We have closer wells, but they were -- they're anal og
wells. Yes.

M5. MCLEAN. \What makes these anal og
wel | s as opposed to the ones that are closer, if you

coul d expl ai n?

MR. M TCHELL: Well, | nmean, really
they're all -- they're all analog wells. They were
just used -- well, the Marley was used because it was

a clean exanple of an un-depleted Yeso section next to
a vertically fully -- fully drilled vertical section.
But we have wells that are probably eight or nine
mles closer that would -- that are also analogs to

t he reservoir, but not necessarily were perfect for
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t hat exanpl e.
M5. MCLEAN. And not as high producers
as the Marley and the Bonzo wel | s?

MR. M TCHELL: We, | nean, we

have -- I'm-- when | was doing the anal ysis,
the -- the quantum of production wasn't really a
criteria. It was just |looking for un-depleted
hori zontal devel opnent |i ke the Van Hal en, and

conpletely vertically devel oped |i ke the adjacent.
was just | ooking for an exanple that was, that had
t hat .

And so a |lot of our units, |ike the
Ozzy that | showed you, which is closer but it has
vertical depletion right in the center of it, wasn't a
great exanple because of the -- the two depletion
t echni ques happening at the sanme tine.

M5. MCLEAN: Ckay. And the Marley unit
area, that's in the south half of Section 31 and
Sout hwest quarter of Section 32, Township 17 South,

Range 28 East; correct?

MR. M TCHELL: | believe so, yes. |
don't have a map in front of nme, |I'msorry, but yes,
it's 1728.

M5. MCLEAN. | will share a nmap.

MR. M TCHELL: Sout h corner of 1728.
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M5. MCLEAN. |'m going to show you what
has been marked as XTO s Exhibit B-5.

MR. M TCHELL: OCkay.

M5. MCLEAN. Up here. Al right. Do
you see this map or Exhibit B-57?

MR. M TCHELL: Yes.

M5. MCLEAN. Ckay, great. And so the
Bonzo and Marley wells that you've identified as the
anal ogs, they are about 22 m |l es sout hwest of the Van
Hal en wells; correct?

MR. M TCHELL: Correct.

M5. MCLEAN:. And the Marley unit or the
Marl ey wells, you say at paragraph 23 of your
testinony is a six well stacked horizontal devel opnent
spaced at six wells per section; is that correct?

MR. M TCHELL: So no, there are nore
than six wells in the Marl ey section.

M5. MCLEAN: All right. Let nme show
you. And oh, that's your rebuttal exhibit. Your
rebuttal. Let me go to your testinony. |It's page 98.
Sorry, I'mtrying to -- all right.

So your paragraph 23, you say here the
hori zontal devel opnent, Longfellow s six well stacked
hori zontal devel opnent of the south half of Section 31

Marl ey CD unit w th Paddock's basic six wells per
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section and the upper Blinebry at four walls per
section and | ower Blinebry at two walls per section.

MR. M TCHELL: Yes. Yeah. So -- so,

sorry, | thought | heard you say there was six wells
per section in the -- in that unit, but there's six
wells in the Paddock, | believe it's five wells in the

upper Blinebry, and two wells in the |ower Blinebry.
So -- so there's 11 wells per section, not six, is
what | thought your question was.

M5. MCLEAN. Is that the six wells
stacked horizontal developnent; is that correct? Am
readi ng that correctly?

MR. M TCHELL: Yeah, | think what
you're -- the only thing you maybe m sunderstood is
that's for the half section of Section 31, six in the
hal f secti on.

M5. MCLEAN:. Six in the half section.
Okay, got it. Not the entire Section 317

MR. M TCHELL: Yeah.

M5. MCLEAN. Ckay. And then, so how
many wells in that section would there be then total ?

MR. M TCHELL: Total in that section
drilled today are 11. There's two undevel oped | ower
Bl inebry remaining to devel op and there's one

undevel oped upper Blinebry to be devel oped.
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M5. MCLEAN. Ckay. So then at eight
proposed wells, that would be 16 well per section for
t he Van Hal en devel opnent; is that correct?

MR. M TCHELL: That's correct, yeah.

M5. MCLEAN. And that's denser spacing
than these established Marley wells; is that correct?

MR. MTCHELL: That's true to a point.
This Marley pad -- so in this area where the Marl ey
pad is, there was no | ower Blinebry devel opnent in the
area. So this Marley pad was the first | ower Blinebry
hori zontal devel opnent in the area. So we were at the
time of devel opnent here, testing the concept of oil
in place in the | ower Blinebry. It's very, very
chal l enging to determne fromlogs how much oil's in
pl ace because of the, just the nature of the -- the
reservoir. It's very tight, it's really hard to get
an accurate volunetric calculations in the Blinebry in
total .

And so in the Marley section we drilled

two | ower Blinebry as test wells, which have

been -- which were actually one of themis one of the
best wells on -- in the unit. And so this -- this was
the initial kind of, | guess, proving up of the |ower

Blinebry in the Local Hills project area.

MS. MCLEAN: VWhen were those drill ed?
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MR. MTCHELL: | want to say the end of
' 24.

M5. MCLEAN. And since then you haven't
proposed any additional wells in this Marley unit?

MR. M TCHELL: No, we have not.

M5. MCLEAN. So at this point it's
still 11 wells per section; is that correct?

MR. M TCHELL: Yes.

M5. MCLEAN. Ckay. And again, the Van

Hal en wells are going to be 16 wells per section;

correct?

MR. M TCHELL: Well, just the way the
spaci ng works, the one -- in two units, one of the
units will have one or two nore wells than the unit to

the north, just because of the way the spaci ng worKks.
We don't -- we don't do it often.

M5. MCLEAN. -- those wells are just
for the south half?

MR. M TCHELL: Yeah. The reason being,
the way the standoffs work in New Mexico, you're
allowed 330 feet fromthe line. And so two wells, you
know, on the sanme bench across a section line or half
section line of a different unit are a little too
close. So if you have 16 in the south unit, you m ght

have 14 in the north unit. Sorry, on a wells per
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section basis. That was confusing the way | said
t hat .

M5. MCLEAN. And at paragraph 7 of your
affidavit, let's go to that. This is on page 92 of
the PDF. You state that |ongfellow s conpletion
designs utilize the highest fluid |oading simulation
in the play, which results in a higher conpletion cost
per well; correct?

MR. M TCHELL: Yes.

MS. MCLEAN: And that the results from
ot her conpleted wells show that the higher cost

delivers superior well economcs over the |life of the

well; correct?

MR. M TCHELL: Correct.

M5. MCLEAN. And have you provided any
of these results fromother conpleted wells to -- to

show the superior well econom cs?

MR. M TCHELL: Well, | provided
the -- the publicly avail able data from Enverus. But
what | would argue, and -- and correct me if |I'm

wrong, M. Exam ner, but that would be sonething I
woul d think would be kind of a conpetitive advant age,
proprietary information.

M5. MCLEAN. Well |'m asking, the

question |I'm asking you, and this is not directed to
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t he hearing exam ner and you can't ask himfor help --

MR. M TCHELL: | apol ogi ze.

MS. MCLEAN. -- can't be your phone a
friend, the question |I'masking is, have you actually
provi ded as evidence, the results from other conpleted
well's that show the superior well econom cs over the
life of the well?

MR. M TCHELL.: No.

M5. MCLEAN: Thank you.

MR. M TCHELL: |'ve only provided the
total reserve recovery per lateral foot.

M5. MCLEAN. Right. So you have not
provided any results fromother conpleted wells to
show that Longfellow s higher fluid |oading deliver
superior well econom cs over the life of the well; is
that correct?

MR. M TCHELL: | have provided results,
but | have not provided econom cs.

M5. MCLEAN. Ckay. And can you pl ease
direct nme to the exhibit, your exhibit, that you' ve
I ntroduced as evidence that shows results from ot her
conpleted wells, show that these higher costs deliver
superior well performance over the life of the well?

MR. M TCHELL: No, | -- | said | have
provided results, which was that top 50 EUR per | ater
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foot, but | have not provided econom cs, which would
be -- which would be, I think, to answer your
guestion, over the life of the well superior

econom cs. That portion of the question |I have not
provi ded.

M5. MCLEAN. Geat. So that portion of
paragraph 7, there is in fact no evidence to support
that: correct?

M5. SHAHEEN: |'m going to object. An
expert can testify based on data that's not in the
record.

THE HEARI NG EXAM NER:  Ms. McLean?

M5. MCLEAN. Well, | think, you know,
his statenent, he's trying to show, and they even
have -- you know, they're saying that they have higher
costs for their wells and they're trying to discredit
our testinony that says their costs are way higher
conpared to conpetitors, by saying it's this higher
fluid | oadi ng sinulation.

Well, they' ve provided no evidence to
support that, that allegation in his testinony. And
that's why | am asking that question. It's not
supported by evidence. And even -- an expert needs to
have sonme sort of evidence they can point to, to

support this paragraph 7.
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THE HEARI NG EXAM NER:  Wel |, ©Ms.
McLean, the witness's testinony is evidence. The
Division will put whatever weight it feels appropriate
on the testinony. And if you're going to show that
there's no data in the record to support the expert's
opi nion, then that may reduce the reliability of the
opinion. But | do think that his testinmony is
evi dence.

M5. MCLEAN:. Yes, his testinony is
fine. You know, evidence supporting that goes to the
reliability of his witten testinony.

THE HEARI NG EXAM NER: Right. | agree
with Ms. Shaheen that his testinony is evidence. He
doesn't have to have evidence in the record to base
hi s opi nion on, but, you know, we w || adjust the
wei ght that we give it based on your
Cross-exam nati on.

M5. MCLEAN: Thank you.

BY MS. MCLEAN:

MS. MCLEAN:. In regards to that higher
fluid loading, did you use that for the Marley wells?

MR. M TCHELL: Yes.

MS. MCLEAN: And for the Bonzo wells
t 00?

MR. M TCHELL: Yes.
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M5. MCLEAN. And then the Elvis wells?

MR. M TCHELL: Yes.

M5. MCLEAN. Ckay. And those Marl ey,
Bonzo, Elvis wells, those are all within kind of the
core of this Yeso Play; is that correct?

MR. M TCHELL: So no, the core of the
Yeso Play is really the m dpoint between Local Hills
and Cedar Lake. The -- the |egacy core of the play.
That's where the Yeso is the thickest and hi ghest oil
in place. This is, this actually was -- was
considered until we started devel oping here a
| ower -- | ower perspective area in the Yeso Pl ay.

M5. MCLEAN. So then |I'm just going

to --
MR. M TCHELL: -- your map here --
MS. MCLEAN. -- by --
MR. M TCHELL: -- just so | can explain

my answer. Yeah.

MS. MCLEAN: Yes.

MR. MTCHELL: So to explain ny answer,
ri ght where that nunmber 22 mles is, that was the
| egacy core of the Yeso Play. And then on -- and that
was devel oped by Concho, probably in the circa 2010 to
2016 range. Of of this map to the west another two

or three townships and a little bit south, was the
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Percussion and then | ater Spur area, which becane
the -- the core of the play in circa 2018 to 2022.

Qur operations where the Bonzo, Elvis,
Marl ey, Ozzy, and -- and other pads, those were
started in 2019 through 2024. And that led to
significant activity in that -- in that 1728 township.
Sol -- 1 wouldn't call it the core of the play. This
was kind of the third, maybe the third core of the
pl ay.

M5. MCLEAN: Okay. But this is nore
established in the Yeso devel opnent than where the Van

Hal en wells are proposed 22 mles away; is that

correct?

MR. M TCHELL: | nmean, directly south
of where the -- the Van Halen unit is, is a very large
Apache operated developrment. | think there's 100

hori zontal wells in that devel opnent area, which span
from 2014 to probably 2018. Maybe it was a little
earlier, 2012 to 2018. So | wouldn't say that that's
a |l ess established part of the play. It is just an
area that had significant environnental chall enges,
and because of that was undevel oped.

MS. MCLEAN: Okay. And that Apache
devel opnent, do you know what their spacing is for

their Yeso well s?
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MR. M TCHELL: Yeah, they were doing
four wells per bench, per section.

MS. MCLEAN: And then back to the fluid
| oadi ng, could the high performance be attributed to
factors other than just the higher fluid |oading?

MR. M TCHELL: | guess could you, could
you maybe specify what you nean?

M5. MCLEAN:. Yes, | nean you say that
I n your testinony --

MR. M TCHELL: Okay. | think I
understand the question. |I'msorry. So -- so in 1728
where the -- where what we call the Local Hills
project is our area of 1728, which is kind of the core
area, but it bleeds a little bit into 1729 and a
little bit into 1720, so a little bit -- or 1727, a
little bit east and west of that township.

In that townshi p we have hori zont al
wel | s, Spur has horizontal wells, and -- in that area,
and Riley has horizontal wells. W are the only
operator that has the higher fluid | oading and our
wells outperformtheir wells.

M5. MCLEAN. So based on that, you are
attributing that to, that is what's leading to the
superior well econom cs over the life of the well?

MR. M TCHELL: Very difficult to boil
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t hi ngs down to one thing, but it is a nmgjor
contributing factor to the well performance. Yes.

MS. MCLEAN. Ckay. So it's not the
main -- it's the main factor, but it's not the only
factor for the higher performng wells?

MR. M TCHELL: Correct, correct.

M5. MCLEAN. Ckay. Let's go to
paragraph 22 of your testinony. And this is on page
98 of the PDF. And on page 22, you -- this begins a
section where you discuss horizontal versus vertical
devel opnent; is that correct?

MR. M TCHELL: Yes.

M5. MCLEAN:. You conduct this analysis
because you state that one alternative under
consideration is for Mack to drill a vertical well on
XTO s acreage to hold its lease; is that correct?

MR. M TCHELL: | should say that that's
sort of what | was -- what | was told what
from-- fromconversations Longfellow had with XTO
which | was not a part of, that one option that XTO
was pursuing was vertical well drilling on their
acreage. Yes.

MS. MCLEAN: Right. So this is an
anal ysi s of what happens for, you know, in terns of

hori zontal versus vertical devel opnent, prevention of
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waste, if Mack were to drill a vertical well for XTO
on XTO s |lease; is that correct?

MR. M TCHELL: Correct.

M5. MCLEAN: And so you're aware, based
on today's testinony and sworn testinony submtted by
Longfellow in this case, that Longfellow has filed
permts to drill five vertical wells to hold its
| eases in other sections; is that correct?

MR. M TCHELL: That's correct, yeah.
| -- and | amthe -- the permtting departnent reports
to ne.

M5. MCLEAN: Okay. And you're aware
that Longfellow advised XTO that it could elect to
drill a vertical well in Section 33 as well to satisfy
| ease sold obligations; is that correct?

MR. M TCHELL: Partially, yes.

M5. MCLEAN: What do you nean

partially? Did you not hear the testinony about that

earlier?

MR. M TCHELL: Well, | think -- | think
partially, the way that -- that | understand the
conversation was that if -- if a solution could not be
arisen to, and that if XTO s only -- only pursuit was
to i npede devel opnment, we would -- we would permt
vertical wells to hold our -- our interest, and we had
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no choi ce, effectively.

M5. MCLEAN. And you heard testinony
that it was Longfellow that was the initiator of the
vertical well conversation?

MR. MTCHELL: | -- 1 believe that's
what Ms. English said, yes.

M5. MCLEAN. So then based on your
engi neering analysis, the five vertical walls
Longfell ow has permtted for the devel opnent of the
Yeso Formation in this area will, as you say, result
i n substantial waste of recoverabl e hydrocarbon?

MR. M TCHELL: No.

M5. MCLEAN: Tell nme why not. Howis
t hat --

MR. M TCHELL: So our -- our vertical
wells would be followed by full pad horizontal
devel opnment. Now it's an econom c waste because
drilling vertical well is not econom cally viable.

But to hold the acreage and then follow it on, | nean,
a vertical well, let's be honest, it's going to cost
us a mllion and a half to $2 mllion, and mybe we'll
get half of that back in ternms of econom c producible
reserves.

But it enables us to cone back and

drill the full unit, preserved the lease, drill the
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full unit, which is a 50-plus mllion dollars
i nvestment, which has material rate of return on -- on
that. So we would take the loss financially of the
vertical well to preserve the horizontal devel opnent.
It's not sonething we want to do. It's sonmething that
we feel we would be conpelled to do if we couldn't
reach an agreenent.

M5. MCLEAN: So would that anal ysis
then hold true for XTOdrilling a vertical well on its
section of -- or on its |ease and then extendi ng out

into section to the west that Mack is already

drilling --

MR. M TCHELL: Unfortunately, it would
not .

M5. MCLEAN. -- devel opnent?

MR. M TCHELL: Unfortunately, it would
not in -- in the Mack/ XTO proposal, because of where

the surface |ocation of Mack's |located. They can only
drill a very small portion of that 80 acre | ease from
that surface | ocation and produce fromit.

So you would strand 90, well, | think I
cal cul ated 82 percent of the acreage of that 80 acre
spaci ng, unless they canme back and drilled the rest
with vertical wells, which would be waste.

MS. MCLEAN: VWhat about a U-turn or
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J-turn well in that acreage?
MR. MTCHELL: W're -- we're sitting
at about 4,000 feet true vertical depth. So sinply

t he challenge of drilling horizontals outside of one
mle is -- is mechanically challenging. To try to
drill things |ike U-turns, | nmean, that's, you know,

you know, that's |like putting a man on Mars.

M5. MCLEAN: So are you saying that the
only possible way to develop this is with the Van
Hal en | ateral wells?

MR. M TCHELL: No. But what |'m saying
Is that the proposal that perforating the heel of
the -- of the well in the 80 acre section that XTO has
adj acent to Mack's one mle, one mle lateral planned
unit, cannot capture the reserves of the full 80 acre
section. |'mnot saying there's no other potential
option. There's, you can inmagi ne, possibly other
options. | can't sit here and opi ne on what
t heoretical options could be.

MS. MCLEAN: But it woul d not
necessarily result in waste of that 80 acres to the
east of the well pad, as you said, because there are
ot her options for devel opnent; is that correct?

MR. M TCHELL: No, |'m saying can

| -- can | say definitively there are not other
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options? | -- | can't. |'msaying the options that
are presented, ours recovers the nost hydrocarbon and
produces the | east amount of waste. And the option to
recover hydrocarbon off the alternative is -- is not
there. But could there be other ways to recover the
hydrocarbon? Certainly. G ven the constraints of the
timng of the | eases, probably not.

M5. MCLEAN: And | think that
constraint of the timng of the |leases is what |ed
Longfellow to initiate the vertical wall conversati on;
isn't that correct?

MR. M TCHELL: Honestly, we initiated
the vertical well conversation because we've been
tal king to XTO for years about these |eases and
devel opi ng these | eases together and have had very
little success in producing positive results towards
devel opnment, which conpell ed pooling.

M5. MCLEAN. So are you saying that
Longfell ow began tal king to XTO about devel opi ng t hese
| eases before August 2025?

MR. M TCHELL: We have -- we have
probably offered XTO on these |eases, | nean, it's got
to be half a dozen tinmes over the past several years.

M5. MCLEAN. Even when it was part of a

term assi gnnent to other conpanies, you're still
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offering to --

MR. M TCHELL: So yes, when we -- when
we believed that XTO had a term assignnent on this, we
offered to -- sorry, not XTO OXY. The record title
wasn't filed, so public record and -- and land files
showed that OXY had control of sone of those sections.
So we made offers to -- to OXY, | -- 1 couldn't tel
you when, but it was sone tinme ago to develop with
OXY.

M5. MCLEAN. And this was, you're
testifying, before Longfell ow acquired this acreage,
in | believe the sworn testinony says first quarter of
20247

MR. M TCHELL: It was about -- when
we -- when we started acquiring here, we contacted
everybody who -- who had title recorded in this area.

M5. MCLEAN. So it's your testinony
that Longfell ow had proposed to develop this acreage
with horizontal wells and has been trying to work with
XTO on that for years?

MR. M TCHELL: So the word proposed is,
| have a problemwth that. W have not proposed
wel I's, but we've negotiated term assignments on -- on
every tract in -- in this area

M5. MCLEAN: W th XTO?
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MR. MTCHELL: W¢th -- with all parties
in-- in this area, what we define as our kind of
geol ogi c target area of interest.

M5. MCLEAN. And at that tinme, you
know, pre-20, fall of 2025 when the | ease expiration
became an issue, there was no need to develop this
acreage with any additional wells because the | eases
were held by production with that greater unit; is
that correct?

MR. M TCHELL: We have -- we have sone
termassignnments in the area in general that we were
pl anning to hold. Qur -- our plan to commence
devel opnment was not until the fourth quarter of this
year. And that's really why the infrastructure is not
in place today, as we were going to build it this
sumer .

So the -- but certainly the Van Hal en
unit was in the initial thought process for phase of
devel opnent, which is why prior to even know ng about
the expiration of the held by production status of the
unit, we proposed those wells to -- to XTO.

M5. MCLEAN:. Right. And that was
August 2025; correct?

MR. M TCHELL: Correct.

M5. MCLEAN:. Okay. | had wanted to ask
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about our Exhibit A-8, but I can bring M. Mtchell
back after our direct, if you would like that.

Let's look at, it's Longfellow s
Rebuttal Exhibit 2. And | think you had just gone
through this with Ms. Shaheen, and this is for the
Ozzy two mle Yeso wells; correct?

MR. M TCHELL: Correct.

M5. MCLEAN:. And going to page 2 of

this exhibit, I"'mjust going to nmake it a little
bi gger because it's very small. And here you show
that there is approximately 4.95 mllion over an

actual versus proposed costs. And |I'mjust
hi ghlighting that. |s that correct?

MR. M TCHELL: For the two wells, yeah.

M5. MCLEAN. For the two wells, yes.

MR. M TCHELL: Yeah, 2.2 for the 1H and
2.3 for the 2H, correct.

M5. MCLEAN: Correct. And that the
cost per conpleted mle ended up being 4.69 mllion
for the 1Hand 4.7 mllion for the 2H, conpared to
your original AFE proposals of 3.5 for each well?

MR. M TCHELL: So what you're show ng
there, and | want to make sure | understand the
guestion, is, so these are two mle |aterals.

MS. MCLEAN: Yes.
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MR. M TCHELL: So what |'m show ng
there is if you take the two mle AFE or AFE in actual
cost and you normalize it to a one nmle, how does it
conpare to a one mle AFE? |Is that clear what |'m
show ng?

M5. MCLEAN. |'m | ooking at, so you
have cost conpl eted, cost per conpleted mle
proposal --

MR. M TCHELL: Yeah.

M5. MCLEAN. -- and actual.

MR. M TCHELL: Yeah.

MS. MCLEAN: So the actual, |I'm
assumng, is what it actually cost?

MR. M TCHELL: Yes. Yeah.

M5. MCLEAN:. And the proposal is what
went out with your AFEs; correct?

MR. M TCHELL: Right. But again, those
are divided by two, essentially, two mle to one mle.

MS. MCLEAN: Yes. And | understand
that you had originally proposed one nmles and then
you ended up doing two mle wells; right?

MR. M TCHELL: Correct.

M5. MCLEAN. But at the end of the day,
this was still approximtely 25% or 26% over the costs

t hat were proposed in the AFE, is that correct?
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MR. M TCHELL: That's correct.

MS5. MCLEAN: And the Van Hal en wells,
whi ch we're here about today, are one nmle |aterals,
correct?

MR. M TCHELL: That's that's correct.

M5. MCLEAN. So woul d you expect to
have these same cost savings per nmle that you got
wth the two mle wells for one mle?

MR. M TCHELL: No, | nean, the costs we
project and we presented are the costs we expect.

M5. MCLEAN. Ckay. And let ne go to,

sorry.
THE HEARI NG EXAM NER:  Ms. McLean?
MS. MCLEAN: Yes.
THE HEARI NG EXAM NER: Before you
continue, and I'mnot interrupting you, but I do want

to confirmthat this case is going to run tonorrow
We have a court reporter that we need to reserve for
t omor r ow.
So would both parties like to agree
that we're going to continue tonorrow after today?
M5. MCLEAN:. It seens likely. W just
have, you know, it's already 3:30.
THE HEARI NG EXAM NER: Ms. Shaheen?
M5. SHAHEEN:. It seens likely that we
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wll go over into tomorrow. |f not the entire

norni ng, at |east part of the norning, because we
haven't started on XTO s witnesses yet, and it's
probably unlikely that we'll get done with themin an
hour or so.

THE HEARI NG EXAM NER: It is. It's
unlikely. And plus I'"'mgoing to call this at four
o'clock, so we definitely don't have enough tine. So
| want to start tonorrow at 8 a.m | just want the
parties to know, to have their w tnesses avail able for
8 a.m start.

M5. MCLEAN: That's just not possible
for me. | could do 8:15 at the earliest, but |I can't
do 8 a.m

THE HEARI NG EXAM NER: Okay. 8:15 is
cl ose enough for ne.

M5. MCLEAN: Ckay.

THE HEARI NG EXAM NER: It's close
enough for ne.

M5. MCLEAN. | have school drop off
t hat, you know.

THE HEARI NG EXAM NER: | under st and.

MS5. MCLEAN: Starts at eight.

THE HEARI NG EXAM NER:  So, M. Court

Reporter, you're virtual; aren't you?
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MR. M TCHELL: Yes, that's correct.

THE HEARI NG EXAM NER: Ckay, perfect.
So you're available to start 8:15 tonorrow norning?

MR. M TCHELL: | sure am Yes.

THE HEARI NG EXAM NER: Ckay, great.

Sorry, Ms. McLean, keep going.

M5. MCLEAN: COkay, thank you. This is
the last exhibit that | have for this w tness.
BY MS. MCLEAN:

MS. MCLEAN: And this is XTO s Exhi bit
B-6. And you'll see here that we have, there's four
different costs proposed for these Van Halen wells.

Do you see that on this chart?

MR MTCHELL: | -- it's alittle, if
you could zoomit inalittle bit, I think --

M5. MCLEAN. Oh yes, yes, sorry.

MR. M TCHELL: You're talking about
the -- the nunbers, the wells represented in red?

M5. MCLEAN: Yeah. So the ones that
say Longfell ow Van Hal en

MR. M TCHELL: Yep.

MS5. MCLEAN: And so there are four
projected costs that we have received at this point.

Do you see that?
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MR. M TCHELL: Yep.

M5. MCLEAN. And one of the costs, only
one of the costs, was the original eight AFEs ri ght
here. That was August 11, 2025. Do you see that?

MR. M TCHELL: Yes.

M5. MCLEAN. And then the remai nder of
the costs have cone as a result of this contested
hearing. Can you pl ease just explain the appraisal
wel | and the high, you know, the extraordinarily high
cost of this 5H appraisal well?

MR. MTCHELL: Sure. So in ny direct
testinony, | have a breakdown of -- of both the -- so
If I was to say, if we were to drill all eight wells,
there's certain costs that we're going to have to put
on the first well that can -- that would ot herw se be
di stributed across the other wells.

And so we talked to ny direct testinony
about, |ike, pad construction, the -- the facility
construction. So the -- the separators, the tanks,
the heater treaters, the nmeasurenent systens, the
flare systens, all those things. You need those for
one well or you need themfor eight. So all those
costs would hit the first well.

Now when we come back and subsequently

develop, it's normal accounting practice to
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essentially re-bill and credit that first well back.
the allocated costs of the additional wells. But the
first well bears those costs.

M5. MCLEAN:. Okay. So then --

MR. M TCHELL: We go fromthe six
mllion to the, and I'"mjust going off the top of ny
head because these are in a per foot versus a gross
basis, but the 6 mllion to the 7.5 is really those
al l ocated, otherwi se allocated costs really |anding on
that first well.

MS. MCLEAN: So then that is the
apprai sal phase well; correct? That you plan on
getting onto production by July 2026; correct?

MR. M TCHELL: Sure. | think, | don't

think I ever call anything appraisal, but, but yeah,

the --

M5. MCLEAN:. This says --

MR. M TCHELL: Okay, yeah, you're
right. Appraisal -- appraisal phase. You're right.
Okay. Sorry.

M5. MCLEAN:. Appraisal phase. And then
I n paragraph 18, you tal k about devel opment phase.
The devel opment phase 2027. Do you see that?

MR. M TCHELL: Yep.

M5. MCLEAN: And do you expect that
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Longfellow will conplete all of these additional seven
wells or drill themall by the expiration of a pooling
order, should you receive one fromthe Division?

MR. M TCHELL: Absolutely.

M5. MCLEAN. Even though you're going
to begin that devel opnent in February of 20277

MR. M TCHELL: Well, the, | nean, the
Infrastructure is going to go in, the supporting
infrastructure is going to go in this sumer, and the
foll ow on devel opment will followin -- in the pooling
order tinmefrane.

So the pooling order, let's just say we

resolve this or we get a -- we get an order in the
next nonth, we'll have 12 nonths to conplete
devel opnent. And so we -- we plan to devel op al

these wells within that 12-nonth timefrane.

MS. MCLEAN. So this chart isn't
necessarily correct?

MR. M TCHELL: They're estinmates, to
be -- to be frank. W don't have -- we're focusing on
this first phase devel opnent to hold all the acreage
and to retain the ability to cone through and -- and
develop the units. That initial proposal in this
initial pooling was obvi ously based on assunptions

that we can drill the entire units in its entirety.
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We've very recently, and | don't -- |
can't nane -- tell the dates, but |I'msure Ms. English

mentioned it in her testinony, of when we found out

about the expiration of or the -- the failing of
the -- the unit in this area, which has really kind of
put our -- our timng on its head.

So these -- these follow on

devel opnents are estimates fromtimng, but we do
intend to conpl ete devel opment within the pooling
or der.
M5. MCLEAN. Ckay. No nore questions
from ne.
THE HEARI NG EXAM NER: M. Garcia?
MR. GARCI A: Just a few questions.
Good afternoon, M. Mtchell. Ms.
McLean covered sone of ny questions, so | think
shoul d be fast.
You mentioned you're in rig discussions
with a few vendors. How many rigs are you guys
di scussi ng?

MR. M TCHELL: So ideally, we could do

this with one, with one rig, and -- and frankly, our
intention is to drill no vertical wells if possible.
That is -- that is absolutely the mandate |'ve given

my team The vertical wells are absolutely a | ast
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resort.

There's a few drilling operators that
have smaller rigs that -- that were -- would be
suitable to drill vertical wells. So there's a chance
that two rigs would -- would be utilized if necessary.
But ny hope is we can retain the entire project area
that's in question with -- with just a few horizontal
wel | s.

MR. GARCI A: Ckay. Taking sonme notes.

MR. M TCHELL.: But all three
contractors | nentioned are horizontal rig operators.

MR. GARCIA: Okay. |In addition to the
rig discussions, are you guys al so engaging in other
di scussions with like third parties, |ike fracking and
bl owback, et cetera?

MR. M TCHELL: Yes, absolutely.

MR. GARCI A: And you don't foresee any
| ssues with those schedul es either?

MR. M TCHELL: The only -- the only
service we had -- we had sone heartburn on was water
but we've got that sorted out now. Sso no, we have it
all services essentially |ined up.

MR. GARCI A: Busy down there, so.
think you answered this question actually already. |

guess just to verify, you nentioned about your guys'
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pl an for takeaway. Your plan is basically you' d have
100 percent takeaway for oil, gas, water when these
wel | cone online? Does that --

MR. M TCHELL: So no, we -- we would
truck the oil. W, | nean, we -- we typically, |I'd
say we -- we operate about 10,000 barrels of oil
production a day in Eddy County and about 20 mllion a
day of gas. 100 percent of our gas is obviously tied
in and -- and sold by a pipeline. About 7 percent of
our oil is piped and -- and 30 percent is trucked.

And given the tinmefrane of this
devel opnent and just the proximty to oil takeaway
pi pelines, we will initially be trucking oil here.
Now as the project devel ops and nore wells go to the
ground, we'll certainly build oil pipelines.

MR. GARCIA: Ckay. And | guess on the
gas front, you nentioned that Longfellow, | believe
you nentioned you guys have a no venting or flaring
policy, is what | believe you said. Do you guys --

MR. M TCHELL: Well, we try. | nmean,
we -- we have -- we are conpliant. W -- we have a
gaps capture plan. And you know, outside of, let's
call it unplanned events, we try to mnimze flaring
to -- to zero.

MR. GARCI A: Yeah, things happen. |
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guess, do you guys, how do you guys go about that when
you guys build your tank batteries? Like do you guys
install |ike VRUs and VRTs? | guess --

MR. M TCHELL: Absolutely. Yeah. |
mean, really with the Yeso well, you need VRUs. It
has lots of gas in the oil. And so all of our pads
have VRUs, all of our pads have gas takeaway. W
operate about 15 mllion a day of -- of high pressure
conpression. So we can get into the -- the high
pressure sides of the md streaners to get away from
the | ow pressure constraints that a | ot of other
operators suffer from So we are very proactive on
t he gas side.

MR. GARCIA: All right. | believe
that's all ny questions. Thank you.

MR. M TCHELL: Thank you.

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

Ms. Shaheen, is there any redirect?

MS. SHAHEEN: No, there is not.

THE HEARI NG EXAM NER: All right. My
this wi tness be excused for now?

MS. SHAHEEN:  Yes.

THE HEARI NG EXAM NER:  All right.
Thank you, M. Mtchell.
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MR. M TCHELL: Thank you very nuch.

THE HEARI NG EXAM NER:  COkay. So let's
see. Where are we with your case, M. Shaheen?

M5. SHAHEEN: | believe we've cone to
the end of our case in chief, and after Ms. MlLean
presents her witnesses | may have one or nore of them
come back for additional rebuttal.

THE HEARI NG EXAM NER: COkay. Now it's
my understandi ng that Rebuttal Exhibit 1 is still not
adm tted?

M5. SHAHEEN: And you nean Longfellow s
Rebuttal Exhibit 17?

THE HEARI NG EXAM NER: | do.

MS. SHAHEEN: Did | forget about it?

THE HEARI NG EXAM NER:  Well, | don't
know. Did you?

M5. SHAHEEN: |'m going to have to take

a | ook because | can't renenber what it is.

MS. MCLEAN: | don't think it was used
with any witnesses. |It's an email chain.
M5. SHAHEEN: OCh, right. [1'll probably

use that with respect to ny cross of Ms. English.
THE HEARI NG EXAM NER:  Ckay. Well,
you're nore than wel cone to establish --

M5. MCLEAN:. You nean your cross of M.
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McKee?

M5. SHAHEEN: Yes, ny cross of M.
McKee. Thank you, Jackie. So

MS. MCLEAN. Then we nmight end up in
t he sanme position where you can't use a rebuttal
exhi bit on cross for another party's wtness, which
Ms. Shaheen is the one who initiated that objection.

THE HEARI NG EXAM NER: So since we do
have a court reporter who's recordi ng everything,
let's not tal k over each other.

But | would agree that you can try to
establish a foundation tonorrow, M. Shaheen, on
Rebuttal Exhibit 1, and we'll see where we go with
that. But anyway. Okay, so let's see. It is 3:45
and | think at this point we should recess for the
day.

Do we have any housekeeping that we
need to, to take care of at this tinme, M. Shaheen?

MS. SHAHEEN: The one thing that | was
t hi nki ng about, | nean, ordinarily | would want to do
written closings, but in light of these |ease
expirations com ng up, | suggest that we have oral
closings. And to the extent you want sonething in
writing fromus, we could provide you with conpeting

proposed orders.
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| just feel like to wait for the
transcripts and then give us tine to do cl osing
statenents is, doesn't make a | ot of sense when we've
got | ease expirations in July.

THE HEARI NG EXAM NER: All right. So
before I go to Ms. McLean for her preference, let's
talk to M. Garcia and see what he thinks m ght be
hel pful to him

MR. GARCIA: | nean, witten cl osings
and proposed orders always assist in witing the order
because it's difficult to, as you guys are aware, to
go back through the transcripts and records and cite
everything. So | tend to | ean on you guys' orders for
gui dance. It's going to be tight regardl ess, | guess,
Is the statenent.

THE HEARI NG EXAM NER: Right. So hold
on, Ms. Shaheen. Now it is possible, |I think, to have
an expedited transcript nade. W're also recording
this through Al, and Al does provide us with a
transcript. It's not official, but it may be enough
for you to at |east, you know, base your cl osing
argument on.

But anyway, Ms. MLean, what's your
t hought s?

M5. MCLEAN:. | always |love witten over
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anything else, and that would be our preference.

THE HEARI NG EXAM NER:  Ckay. Al
right. So let me ask the court reporter.

Is it possible to get an expedited
transcript?

THE REPORTER: Yes, it is.

THE HEARI NG EXAM NER: | thought so.
What is the, |I nean, the Division pays the cost for

the the regular transcript. What's the cost of the

expedite?

THE REPORTER: For that, |I'msorry, |
just work here. |I'mnot sure about the costs. But |
do know if it needs to be within three days, | need

to, you know, get that approved and they would need to

contact you all. But if it's five days or nore, then

that can certainly be expedited without a problem
THE HEARI NG EXAM NER:  All right.

Well, Ms. Shaheen, | know that your client is in a

hurry. | understand why. Wy don't you conmmuni cate

with the court reporter and their conmpany and see if

you want to pay for an expedited transcript. ['l]

| eave that to you and the court reporter to work out.
MS. SHAHEEN. Ckay. M. Aragon, would

you by chance put your email in the chat?

THE REPORTER: |'d be happy to. One
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nonment, please.

MS. SHAHEEN: Thank you.

THE HEARI NG EXAM NER: COkay. So we've
tal ked about that. We'IIl go over sone deadli nes
tomorrow at the end of the hearing. |Is there anything
el se? What about exhibits? So we have XTO A-8 and
B-7 are still not admtted, and your Rebuttal 1 is not
adm tted.

s there anything else to review before
we go off the record for the day?

MS. SHAHEEN: Not that | can think of
at the nonent. Thank you, though.

THE HEARI NG EXAM NER:  All right. M.

McLean?

MS. MCLEAN. Nothing from ne.

THE HEARI NG EXAM NER:  All right. How
many w tnesses will you have tonorrow?

M5. MCLEAN: | have two.

THE HEARI NG EXAM NER:  Two. Are they
here with us today?

M5. MCLEAN:. They are.

THE HEARI NG EXAM NER: | figured they
woul d be. Can we get them on the screen?

MS. MCLEAN: Yes. Ms. McKee and M.

Brown, and they're together in a room
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THE HEARI NG EXAM NER: Ckay.

M5. MCLEAN. So they'll be together on
t he screen.

I f you guys could turn on your canera.

M5. MCKEE: Yes.

THE HEARI NG EXAM NER: | see you.

Okay. MKee and Brown. Excellent. Wiy don't we get
you, let's get sone things out of the way so tonorrow
we can hit the ground running.

Okay. Let's start with you, Ms. MKee.
Woul d you state and spell your nane for the record?

MS. MCKEE: Sur e. | "' m Shel bi MKee,
S-HE-L-B-1. Last nane McKee, M C-K-E-E

THE HEARI NG EXAM NER:  Ckay. Now
before we continue, have you been admtted as an
expert before this Division?

M5. MCKEE: | have not.

THE HEARI NG EXAM NER: Ckay, great.
What area of expertise do you seek to be qualified in?

MS. MCKEE: Land.

THE HEARI NG EXAM NER:  You're a | and
person. All right. Landman. Al right, we'll cone
back to you in just a nonent.

M. Brown?

MR. BROVN: Yes. | " m Paul Brown.
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That's spelled P-A-U-L, B-R- OWN.

THE HEARI NG EXAM NER: And your area of
expertise?

MR. BROWN:. It is petrol eum geol ogy.

THE HEARI NG EXAM NER: Have you been
admtted by this Division as an expert?

MR. BROMN: | have not.

THE HEARI NG EXAM NER: Excel | ent.
Let's do that now. Let's get this over with so that
we don't have to do this tonorrow.

Ms. McLean, have you provided CVs?

M5. MCLEAN. We have. They're attached
to their testinony as Exhibits A-1 and B-1.

THE HEARI NG EXAM NER:  All right. Hold
on one mnute. M get to it. | think the easiest
thing to do is just to reviewthemwhile they're here

I n case | have any questions.

M5. MCLEAN: | can share ny screen if
you'd |ike.

THE HEARI NG EXAM NER: Not necessary.
| have found it, what | wanted. |It's harder to find

than what | thought it was. XTO  Ckay. Resune 1.
Let's start with A-1.

Are you a |l awer, Ms. Shel bi?

MS. MCKEE: | am
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THE HEARI NG EXAM NER: Ms. McKee.
Excuse ne.

MS. MCKEE: Oh, it's okay.

THE HEARI NG EXAM NER: That's what |
nmeant to say. ' m sorry.

MS. MCKEE: Either one works.

THE HEARI NG EXAM NER: Ckay, perfect.

So you've been doing this since 2008,

MS. MCKEE: Yes.
and then | went from Exxon to Devon in 2008. So
there's a -- that's why there's a little --

THE HEARI NG EXAM NER
Devon to Exxon?

M5. MCKEE: Well, |
then | left and went to Devon for

noved to Ckl ahoma City,

came back. Cane back to Exxon shortly thereafter.
THE HEARI NG EXAM NER: Ckay, great.
MS. MCKEE: Yeah.
THE HEARI NG EXAM NER: | see that here.
Okay. So currently your title is what?

MS. MCKEE:
| and manager for Qutliers New Mexico,
Joint Interest.

THE HEARI NG EXAM NER

Real Iy since 2006,

started at Exxon,
alittle while and

married nmy husband,

It's area comerci al

it | ooks |ike?

You nmean from

and t hen

and
Del t ex, and
| see it now.
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Okay. All right. You are obviously qualified as an
expert in petroleum|and nmatters, so fromhere on in
we recogni ze you as such.

Now | et's take a |look at M. Brown's
CV. | wll find it in just a nonent. A lot of emails
here. GCkay. I'mwth M. Brown now  Ckay.
Bi ography of Paul Brown.

Well, you've been with Exxon since
1998?

MR. BROMWN: That is correct.

THE HEARI NG EXAM NER: Okay. Just to
develop this a little further, M. Brown. | ' ve not

seen a resune that |ooks |like this before. So let's
just flesh this out a little bit.

VWhat is your current title?

MR. BROWN. M current title is a
seni or geosci ence advi sor and New Mexi co joint
I nterest | ead.

THE HEARI NG EXAM NER: Okay. And how
| ong have you had that title?

MR. BROAN:. Four years.

THE HEARI NG EXAM NER: Four years.
Okay. And what are your current duties?

MR. BROWN:. M current duties involve

New Mexi co assets, in ny capacity is the joint
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i nterest | eads. We receive a nunber of proposals from
operators all across the northern part of the basin.
We eval uate those. W make technical and commerci al
recommendati ons for those.

THE HEARI NG EXAM NER: Ckay. So you
are seeking to be qualified as a petrol eum geol ogi st.
So woul d you revise that answer to talk nore about
petrol eum geol ogy?

MR. BROWN. Well, as a petrol eum
geol ogi st, of course, you know, responsibility there
i's, you know, we're |locating, we're evaluating, and
we're facilitating extraction of oil and gas resources
in the subsurface. So that's -- that's our -- our
standard function and within the organization.

But | would state that through my 28
years of experience, |'ve worked in an integrated
capacity in the subsurface, very closely with
reservoir and other engineers across exploration,
devel opnent, and production all across the worl d.

THE HEARI NG EXAM NER: | see that from
your bi ography.

Ms. Shaheen, any objection to ny
qualifying M. Brown as a petrol eum geol ogi st ?

M5. SHAHEEN: No objection from

Longfel | ow.
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THE HEARI NG EXAM NER: Excellent. Then
fromhere on in, M. Brown, you are viewed by this
Di vi sion as an expert in petroleum geol ogy.

MR. BROWN. Thank you.

THE HEARI NG EXAM NER: COkay. So
tomorrow I'1I1 swear you both in, because we haven't
done that yet. And we'll begin with your case in
chief and your rebuttal case.

Pl ease be prepared to summari ze, you
only have 36 or 34 pages here, so it's not hard to
sunmarize this, but please be prepared to give us a
hi gh-1 evel overview of why you have cone to your
expert opinion, whatever it may be.

As you know, | do understand the case.
| discussed that this norning. | went over what |
t hought were the issues in contention here. So both
M. Garcia and | are well-versed in what's going on
here.

M5. MCLEAN. And, M. Hearing Exam ner,
if it's okay with you, our plan was actually just to
have them adopt their witten testinony and exhibits
and then nove on to our rebuttal exhibits w thout any
sunmary.

THE HEARI NG EXAM NER: Okay. That

sounds, you know, it's your case. | have no problem
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with that, obviously, but it's your case to handle as
you see fit.

Al right. M. Garcia, is there
anything further before we break for the day?

MR. GARCIA: | don't believe so.

THE HEARI NG EXAM NER: Ckay, wonderful .
Do the parties have anything el se they need?

M5. MCLEAN: Not for ne.

MS. SHAHEEN:  No.

THE HEARI NG EXAM NER: All right, good.
And, Ms. Shaheen, you have tine to review those |ate
filed rebuttal exhibits so that you can address them
tonorrow, if need be. And | believe --

MS. SHAHEEN: And woul d the sane hol d

true for Ms. McLean? | nmean, we do want to get our
exhibits in as well. And | believe --
M5. MCLEAN. Well, | did not object to

Longfell ow Rebuttal Exhibit 2, which was actually
filed after our rebuttal exhibits. And |I have not
objected to their Rebuttal Exhibit 1 on the basis of
timeliness, so. | still stand by our objection to
Rebuttal Exhibit 1, as it's not rebutting any direct
t esti nony.

THE HEARI NG EXAM NER:  Ckay. Well, and

that's fine.
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M5. SHAHEEN: | nean, we can make that
argunment tonmorrow or | can make it now, whatever you
prefer.

THE HEARI NG EXAM NER: Wl --

M5. MCLEAN. Well, at this point M.
Shaheen hasn't even tried to get it admtted into
evi dence through anyone's testinony. So | think it's
alittle premature for that argunent.

THE HEARI NG EXAM NER: So, Ms. Shaheen,
the reason | asked you, or the reason | nentioned to
you that yo will have sonme tinme to |look at the
rebuttal exhibits that XTO fil ed was because when we
first started this hearing, you nentioned that, hey,
t hese were, you know, surprise. That was your
argument. And | can understand that. Which is why |
said you have now, you have sone extra tine to
famliarize yourself with the exhibits and prepare
your case.

M5. SHAHEEN: Well, thank you. | just
hope that I'mallowed to try to get that other
rebuttal exhibit in tonorrow.

THE HEARI NG EXAM NER:  You know, the
Division prides itself on giving the parties a full
and fair opportunity to create a conplete

adm ni strative record for our decision nmaking.

Page 332

Veritext Lega Solutions

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




© 00 N oo o b~ W N P

N R N N R R N N =
o A W N P O © 0O N O 0o &~ W N +—» O

MS. SHAHEEN:. And | appreciate that
practice.

THE HEARI NG EXAM NER: Ckay. Well, |
hope everyone has a good evening, and we'll see you
tonorrow bright and early, 8:15.

MS. MCLEAN: Thank you.

MS. SHAHEEN:. Thank you.

THE HEARI NG EXAM NER: Bye- bye now.

(VWher eupon, at 3:59 p.m, the

proceedi ng was concl uded.)

Page 333

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

|, GERALD ARAGON, the officer before whom
t he 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 proceedings 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 I amnot a relative or enployee of
any counsel or attorney enployed by the parties
hereto, nor financially or otherwise interested in the

outcone of this action.

GERALD ARAGON

Notary Public in and for the

State of New Mexico
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CERTI FI CATE OF TRANSCRI BER

I, NICHOLE RYAN, 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.

NI CHOLE RYAN
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New Mexico Rules of Civil Procedure for the
District Courts

Article 5, Rule 1-030

(e) Review by Witness; Changes; Signing.

If requested by the deponent or a party before
completion of the deposition, the deponent shall
have thirty (30) days after being notified by the
officer that the transcript or recording is
available in which to review the transcript or
recording and, 1if there are changes in form or
substance, to sign a statement reciting such
changes and the reasons given by the deponent for
making them. The officer shall indicate in the
certificate prescribed by Subparagraph (1) of
Paragraph F of this rule whether any review was
requested and, if so, shall append any changes made

by the deponent during the period allowed.

DISCLAIMER: THE FOREGOING CIVIL PROCEDURE RULES
ARE PROVIDED FOR INFORMATIONAL PURPOSES ONLY.

THE ABOVE RULES ARE CURRENT AS OF APRIL 1,

2019. PLEASE REFER TO THE APPLICABLE STATE RULES

OF CIVIL PROCEDURE FOR UP-TO-DATE INFORMATION.




VERITEXT LEGAL SOLUTIONS

COMPANY CERTIFICATE AND DISCLOSURE STATEMENT
Veritext Legal Solutions represents that the
foregoing transcript is a true, correct and complete
transcript of the colloquies, questions and answers
as submitted by the court reporter. Veritext Legal
Solutions further represents that the attached
exhibits, if any, are true, correct and complete
documents as submitted by the court reporter and/or
attorneys in relation to this deposition and that
the documents were processed in accordance with

our litigation support and production standards.

Veritext Legal Solutions is committed to maintaining
the confidentiality of client and witness information,
in accordance with the regulations promulgated under
the Health Insurance Portability and Accountability
Act (HIPAA), as amended with respect to protected
health information and the Gramm-Leach-Bliley Act, as
amended, with respect to Personally Identifiable
Information (PII). Physical transcripts and exhibits
are managed under strict facility and personnel access

controls. Electronic files of documents are stored




in encrypted form and are transmitted in an encrypted
fashion to authenticated parties who are permitted to
access the material. Our data is hosted in a Tier 4

SSAE 16 certified facility.

Veritext Legal Solutions complies with all federal and
State regulations with respect to the provision of
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