© 00 N oo 0o b~ wWw N -

N N D N NN P P P P P P PP R
o A W N P O © 00 N OO O M W N P+ O

New Mexico Oil Conservation Meeting; July 16, 2026

STATE OF NEW MEXI CO
O L CONSERVATI ON COW SSI ON
REGULAR MEETI NG ON JULY 16, 2026

Transcri bed fromrecordi ng by:

Cheryl J. Hammer, Regi stered Professional Reporter

| daho CCR 1206; New Mexico CCR 640; Oregon CCR 21-0013

U ah CCR 126919357-7801; Washi ngton CCR 2512

Page 1

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

WWWw.veritext.com



o N o 0o B~ W N P

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

New Mexico Oil Conservation Meeting; July 16, 2026

COMMI SSI ON MEMBERS PRESENT

CHAI R:
Al bert Chang

MEMBERS:
WIlliam Ampomah

Baylin Lamkin

COMMI SSI ON COUNSEL:
Zachary Schandl er

Page 2

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



New Mexico Oil Conservation Meeting; July 16, 2026

1 --000- -

2

3 (BEG NNI NG OF TRANSCRI PTI ON)

4 (Proceedi ngs begin.)

5 CHAI R CHANG. Good norni ng, everyone.

6 My nane is Albert Chang. |'mthe chair of the New

7 Mexico G| Conservation Conm ssion.

8 It is July 16th at 9:00 in the

9 norning, and I'd like to call this neeting of the Ol

10 Conservati on Conm ssion to order.

11 Madam Chair, may | please have the

12 roll, please.

13 MADAM CHAI R:  Yes. Conmi ssion Chair

14 Chang.

15 CHAI R CHANG.  Present.

16 MADAM CHAI R:  Conmi ssi oner Anpomah.

17 COW SSI ONER AMPOVAH:  Present .

18 MADAM CHAI R: Conmi ssi oner Baylin

19 Lanki n.

20 COW SSI ONER LAMKI N:  Present.

21 MADAM CHAI R:  And Conm ssi oner Greg

22 Bl oomis not present today.

23 CHAI R CHANG. Thank you very nuch. W

24 have a quorum

25 | will nove on to the -- or I wll ask
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to see if there are any discussion or anmendnents
to the agenda.

COW SSI ONER LAMKIN: | would nove to
adopt the agenda, with the exception of hearing the
Goodni ght matter first and not adopt -- not adopting
the previous neeting's mnutes.

CHAIR CHANG Ckay. It's been noved.

COW SSI ONER AMPOMAH:  Second.

CHAIR CHANG COkay. It's been noved
and seconded that we skip -- skip consideration of the
previous m nutes and reverse the order of the cases on
t he agenda today.

| s there any objection from
comm ssi oners?

COW SSI ONER AMPOMAH:  No obj ecti on.

COW SSI ONER LAMKI N:  No obj ection.

CHAI R CHANG. Hearing no objection, so
adopt ed.

Moving on to the next itemon the
agenda as adopted, we're on to the pending cases and
the first pending case is now Goodni ght M dstream
versus Enpire, New Mexico. So Case Nunbers 24123,
23614 through 23617, 23775, 24018 through 24020, and
24025.

"1l take appearances fromthe
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parties.

MR. VEHMEYER: Corey Wehneyer, on
behal f of Enpire. We're ready.

MR. TREMAINE: This is Jesse Trenmine
for the New Mexico O | Conservation division

MR. RANKI N: Good nor ni ng,
comm ssioners. Adam Rankin with the Sante Fe office
of Holland & Hart, appearing on behalf of Goodnight.
Thank you.

CHAI R CHANG. Nobody el se with us.
Ri ght ?

MR. SUAZO: Good nor ni ng,
conmi Ssi oners.

MS. SHAHEEN: Shar on Shaheen.

MR. SUAZO. M. Chair, this is M guel
Suazo with Beatty & Whzni ak appeari ng on behal f of
Pil ot Water SWD.

CHAI R CHANG. Thank you.

MS. SHAHEEN: Sharon Shaheen, al so on
behal f of Enpire this norning.

CHAI R CHANG. Thank you very nmnuch.

We [eft off about two nonths ago now,

| think, with us in the mddle of a discussion

on -- on Enpire's notion that's pending. | think |ast
we left off, the -- the discussion was that the notion
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was seeking review of a letter from Deputy Director
Powell, and | think, if I recall correctly, M.
Wehneyer, there was discussion that it wasn't an order
and that it was nerely a letter.

So | guess we're at a point where -- |
mean, |'Il let you start if you have prepared renarks.
But my question was first whether or not the
conm ssi on should be taking up review of mayor
correspondence, if that's where we're at. So...

MR. WEHMEYER: Yeah, we believe it's
appropriately taken up at this time. And I think if
you would indulge a little bit of the procedural
hi story, not on the -- on the carrying case, but the
| ast two nmonths, | think is quite telling here.

May | approach with a handout?

CHAI R CHANG:  Sure.

MR. WEHMEYER: First, on behal f of
Empire, 1'll just thank the comm ssion for all the
resources that have been spent on what's a very
i nportant issue for Enpire and what we think is an
| nportant issue for the State of New Mexi co.

| want to -- before getting into the
prepared presentation, | just want to very briefly hit
the forest so that we don't |ose sight of the forest

for individual trees.
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What the comm ssion found after nonths
of testinony and docunentary evidence is that there is
in fact a ROZ here. There's a residual oil zone. W
know t hat there's oil.

They've -- the comm ssion found in its
order that Enpire al one has the exclusive right to
produce that oil within the EMSU. It found that there
was substantial evidence adduced of future inpairnent
and potential for waste in the EMSU, and the
conmm ssion found that there was m gration of water out
of the San Andres into the Grayburg and that that was
denonstrated by the work of Dr. Buckwal ter.

In ternms of the future permts for new
sal twater di sposal, those were denied based on these
findi ngs, and the conm ssion declined to order a
permanent revocation of the existing injection, but
did order it suspended based on that.

So as we just set the stage for what
we're asking for by way of the relief today, we know
that there's residual oil. And the last question that
was put back to Enpire to cone back with data is
t hrough execution of a pilot within Enpire's
di scretion to prove to the comm ssion's satisfaction
that the oil there can actually be recovered using
C2.
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To put the volunes into perspective,
what Enpire's plan is as submtted to OCD on the
Form 101, 102, and 103 is the injection of 1,000 tons
of CO2. To put that into perspective, that's about
5,600 barrels of what is effectively soda pop.

Nei t her OCD nor Goodni ght has been
able to denonstrate any kind of harmthat 1,000 tons
of CO2 m ght cause to anything by way of injection.
And to just juxtaposition that against the Goodni ght
i njection, they're putting down about 150,000 barrels
of water per day.

You' ve heard testinony from M.
McGuire that he doesn't know the chloride content of
t hat water, that they haven't nodel ed plumage, and
pl unes of where that water is going, that they don't
know what chem cal conposition is contained in that
wat er .

And so to just kind of step back in
terns of what Enpire's trying to do here, what it
submtted to OCD was sinply putting down a reentry
into a well -- and that well is not even in the EMSU
at the nmonment -- of 1,000 tons of CO2.

In response to that, we got a letter
that was actually ternmed by OCD t he, quote,

I npl enentation order. We didn't call it the order.
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They said it was an inplenentati on order.

And we went through a series of
correspondence. These were appended back to the
notion that we filed in the first place here, where
we tried to get themto revisit the idea that we woul d
need to go in and anmend the water flood report.

For the part of Enpire, there was
precedent already established for not needing to go
t hrough a Cl08 procedure to inject CO2. The two
I nstances that Goodnight cites in its responsive
papers were both water flood situations, not CQ2.

And in the Texaco situation, what we
presented was past precedent by OCD that it could be
done on a Form 103. In fact, that particular instance
was a verbal approval.

So | guess just before we get into it,
as we | ook at the forest, the question would be in
| ight of this being Enpire's EMSU that it purchased
and
that it had the exclusive vested rights on, why is
Goodni ght fighting the injection of 1,000 tons of CO2?

What concern does Goodni ght have by
way of this science exercise to cone back and bring
the comm ssion the data it requested. For the part of

OCD and its oil conservation m ssion, what basis does
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OCD have to resist Enpire sinply going forward to
i nject 1,000 tons of CO2.

Now it's been very clear here that the
Goodni ght objective is sinple delay for delay's
sake al one, because they know that every day of delay
I's 150,000 barrels of water that they're getting to
put down into the earth for commercial gain. And so
what's turned into what -- this process has turned
I nto one of ganesmanship as opposed to allowing us to
get going forward within the three years that this
conm ssion allowed so that we can bring back the data
t hat was requested.

| think here if we go to Slide 5,
this was the remarks from OCD council at the | ast
hearing that we had. It was said, quote, this is not
an order. It's advisory in nature. This is certainly
subject to review. They're taking the position that
this is an order fromQOCD. This is not concrete. OCD
hasn't represented that it's concrete.

At Slide 6, this is nore statenments
fromcouncil for OCD. This was just the beginning.
It certainly wasn't the end. That's why that
threshold i ssue was posed in the letter; just to
illicit a bare nodi cum of OCD understands Enpire's

attentions are.
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At Slide 7, this is what OCD assured
the comm ssion. Enpire has provided sonething
to OCD. OCD has to |look at it, and OCD is telling us
t hat what they presented to the -- Enpire is not in
stone, is nore flexible.

At the next slide, council assured,
guote, we can obviously expedite it, nmeaning nove
qui ckly, and, we would expedite review of this. It
woul d be a top priority.

So the irony here is that we submtted
this on May 1st, 2026, and before the hearing, by all
accounts it |looked like it was actually noving forward
in a OCD system After the hearing in which OCD
council assured the conm ssion that they would
expedite this review, they'd reviewit, this wasn't a
final order, it was an open discussion, they actually
changed the status, and instead of it being reviewed,
at Slide 9, it got put on conplete hold pending
approval of the OCC noti on.

So we cane all the way out here to --
in May. We had the hearing. W were assured by
council that now that they knew that they had it in
their systemas of May 1st -- they told this
conm ssi on back at that hearing that we had done

absolutely nothing. That was false, and we proved
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that we'd submtted Forms 101 and 103 before.

It was noving forward, and they
assured you it would be expedited. And then after
this hearing it had a conplete halt placed on it.

So we now stand in the unfortunate
situation of com ng back 60 days |ater and not hing
what soever has happened. There's been no action by
OCD. And in fact they stopped all action until we
coul d have today's heari ng.

This is not fair to Enpire. There's
no reason that the review of that form should have
stopped to sinply put 1,000 tons of CO2 down into the
earth.

At Slide 10, it was -- at the |ast
heari ng, we were accused of this not being a final
i npl enentation order, as they called it an
| npl enmentation order, and that we didn't
do enough to try to caucus with them

These are just sinple exanples of all
of the efforts for us to cooperate with OCD to get
their review and reconsideration of this idea that we
woul d have to anmend the water fl ood.

| ve highlighted, quote, we are
concerned that OCD's hold on the processing of the

C101 pendi ng approval of the notion is contrary to the
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representation of the division at the May 13th heari ng
as well as the expectations voiced by the
comm ssioners at the tine.

So in our first notion, we presented the
comm ssion with evidence that in a series of
correspondence we tried to get OCD to actually give
consideration and to nove off of the inplenentation
order. They said, quote, we decline, and here are the
basis for our declination.

After this hearing, when we realized
on May 13th that they had now put a conplete hold,

So exactly opposite of expediting, and giving it
pronpt review, that they did exactly opposite, we
foll owed up with correspondence raising that concern.
And there's been no change of that status quo since
the May 13th hol d, because we had to cone back here
t oday.

So we are quite literally from an
Enpire perspective in a conplete stoppage through no
fault of our own.

In ternms of the jurisdictional
guestions, | won't dwell on this, Conm ssioner Chang,
but at Slides 13, 14, 15, this addresses the
jurisdictional questions that you brought up | ast

time.
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Very sinply, we went through an entire
process as part of the due process that Enpire's
entitled to, to have this conm ssion make deci si ons,
which resulted in affirmng the denied permts and a
suspensi on of the existing injection.

And if there is inplenmentation left to
OCD, but OCD strays fromthe express direction given
In the order by the comm ssion, this is the only
procedural nmechanismleft to Enpire so that it can get
on with its three-year -- within its three-year
al | ot ment.

At Slide 19, this just goes through,
agai n, sonme of the procedural history. |If you recall,
| eading up to the hearing on the 2nd order, what OCD
had said was they were proposing a 90-day program for
Goodni ght to shut in (indecipherable), a phase 90 days
to shut in per the initial order.

After we got the second order, the
90-day i npl enentati on went conpletely out the w ndow
and OCD's inplenmentation letter arrived at a different
procedure whereby Goodni ght continues to inject and
harm and even despite the finding of OCC that future
| npai rment has been proved by substantial evidence.

that was a conplete reverse course.

We think that contravenes the order of suspension that
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the comm ssion has. And so as we bring the conm ssion
concrete itens that we're asking for action on here
today, the chief one is that there is no basis for
requiring Enpire to anend that water flood order.

There's no precedent for that in
practice, there's no precedent for that in case |aw.
There's no precedent for that in the rul emaki ng. And
so, and in fact you all posed that commt -- that
question. M. Schandl er posed that precise question
to M. -- to OCD s counsel at the |last hearing. Said,
why on earth woul d these guys have -- why would Enpire
have to anmend the water flood order? They want to put
sone CO2 down into the ground.

And OCD had zero explanation. After
filing papers resisting our notion and having tine to
prepare for the hearing, there was zero expl anation
for why on earth Enpire would have to anend a water
flood order in light of the pilot project that they
wer e proposi ng.

At Slide 23, the inplenentation order
fails to protect correlative rights. |t deviates from
OCC' s final order in the sense that we do not have the
90- day staged suspension that was di scussed by OCD in
its witten correspondence and that hearing, and now

the injection will go on indefinitely unless CO2 is
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actually flowng into the ground.

At Slide 24, we talk about the scope
of the project. |If you read the inplenmentation order,
what OCD has thrust upon Enpire is a stepping in and
dictating what a pilot programnust ook |ike, the
timng of the pilot programfor it to neet the
conm ssion's opportunity to decide if it's successful
or not.

And that is not the pilot programthat
the comm ssion ordered. It is not a pilot program
that Enpire's under any conpul sion to perform \What
they've -- if you look at the idea that the 108 woul d
be requiring that there's an anmendnent to the water
flood, what that's referring to would be a full scale
-- full scale CO2 flood. Basically, an actual EOR
process.

The pilot that Enpire has proposed
here is a huff and puff, and for such a small scale
project as a huff and puff, again to bring back hard,
concrete science and data for this comm ssion to prove
that the oil noves with the injection and soaking of
CO2, there is no reason that that water flood order
woul d need to be revisited.

At Slide 25, this is just the vol unes

of the existing water flood, the idea that we're going
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to anmend the water flood order that has been out there
for decades. We are still presently executing the
water flood as we speak. We continue and intend to
continue executing the water fl ood.

There is no reason that that water
fl ood order needs to be revised or revisited.

At Slide 26, we just go through
di fferent bases for why that water flood order doesn't
requi re anmendnent, and we make the point again at the
very bottomthat M. Schandl er questi oned OCD at the
May 13th hearing.

Why should -- why nust this water
fl ood order be anended. And there was zero
expl anation, and in review of the papers, there's been
zero explanation or support for why that water fl ood
order woul d need to be amended.

We all know as a practical matter why
Goodni ght wants it anmended. Because there is no
possi bl e way that going through all the processes to
get that water flood order amended we can conme back
within the three years we've been allotted to perform

And we made that point at the | ast
hearing, that how on earth as a practical matter is
Enpire going to be able to performw thin the three

years if we have to go through that anmendnent process,
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bei ng fought by goodni ght and del ayed by Goodni ght and
OCD al ong the way, and we didn't hear any opposition
or argunent in any shape, form or fashion that we
were off on that, that there was sone way that that
coul d possibly be acconplished within the three years
that we're allotted.

These are details of the pilot project
t hat has been pending with OCD goi ng back to May 1st
of 2026. At Slide 27, this was filed on Forns 101,
102, and 103. The CO2 project goes into the John
Knoxwell. This is Yates, Seven Rivers, and Queen
Intervals that are going to be squeezed off pressure
tested.

This is not an EMSU wel |l right now.
The San Andres Formation will be perfed at 4150 to
4200. The zone gets acidized, swab tested to inject
CO2. Bottom hole pressure's taken. 1,000 tons of
Co2. Well will be flowed back and tested with a third
party test separator. Results will be utilized to
verify residual oil can be nobilized with CQO2.

Agai n, we may have additi onal
| ocati ons we want to attenpt to huff and puff on as
well, but the first one is starting here to see what
the results are. But we can't even get kicked off on

this to satisfy our three-year because of the
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opposition by Goodni ght.

And again, if you cone back as a
practical matter, why does Goodni ght oppose this?

It's just to the ends of establishing that oil can be
noved here in the San Andres for the benefit of Enpire
and for the benefit of the royalty owners, the State
of New Mexico, and the BLM

The wel |l bore diagrans were provided
at Slide 28.

At Slide 29, these are the two
exanpl es that Goodni ght cites as precedent for
requiring an entire Cl108 process. Each of those were
both water floods. | just don't want that to be -- be
| ost. Those were both water flood injection.

What Enpire has proposed here by way
of the plan it submtted back on May 1st,

2026 is not water flood. |It's injecting 1,000 tons of
soda pop.

At Slide 30, this is our express
precedent by OCD in the central vacuumunit where a
huff and puff was approved even verbally in that
I nstance on Fornms 103. W initially submtted on Form
103 and were told to go back and -- by OCD staff to
submt on Form 101. That's why you see a 101, a 102,

and a 103 as part of the May 1st subm ssi ons.
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CHAIR CHANG If | may briefly
interrupt. So | tracked the 101 and the 103. \Where
did the 102 cone fronf?

VWhen was this?

MR. WEHMEYER: This -- | wish | had
Ms. Hardy or Ms. Shaheen. No 1027

MS5. SHAHEEN: There was no -- it was
we filed a C103. They asked (i naudible).

MR. WEHMEYER: Okay. | thought there
was a 102 as well. That we filed the 103 first and

t hen comm ssion staff asked us to file a 101. |
apol ogi ze for creating the confusion.

CHAIR CHANG So no 102. Right?

MR. WVEHMEYER: | don't think a 102.
That's correct.

CHAIR CHANG. Generally, a Cl102 is
required to denonstrate the location of the well. |
mean, generally that's usually --

MR. VEHVEYER: No, | understand.

CHAI R CHANG  But was there one filed

in this case?

| don't think was -- | didn't see it if there...
MR. WEHMEYER: | don't believe so.
| apologize. In the -- ny paper -- there's probably a

paper that references a 102, and that's error on ny
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part.

CHAIR CHANG No worries. | just want
to make sure | track and didn't m ss anything. Thank
you.

MR. WEHMEYER: So com ng back to -- to
Slide 32. Again, this is a situation where the
conm ssi on has already found that Enpire has the
exclusive right to decide how to best extract oil.

In this instance in ternms of com ng
back to the comm ssion with the data requested, we've
identified a huff and puff is the nost reasonabl e and
appropriate way to cone back and bring that science.

If you | ook at the inplenentation
order by OCD, which, again, through a series of
correspondence, it's in the record, we asked themto
reconsi der and they said, we decline, and here are the
bases for our declination.

These were nultiple attenpts. These
were nultiple attenpts in witing. The attenpts have
foll owed. The |ast hearing you saw the correspondence
t hat we sent on May 13th, 2026.

We are still here, no closer to being
able to execute the work required by the comm ssion
than we were sixty entire days ago, after being

assured that this would receive ex -- after the
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conmmi ssion was assured that this would receive
expedi ted consi derati on.

OCD did file papers. None of the
papers expl ained or provided any insight whatsoever as
to what's happened on our Cl101 application over the
| ast 60 days.

If there's any questions, |I'm of
course, happy to field those. | appreciate the
conmm ssion's consideration of this. This has gone on
| ong enough. Absolutely, the OCC should be able to
i npl enent -- to ensure that its orders properly
| npl enented. That's all Enpire asks for.

CHAI R CHANG. Ckay. Unl ess
comm ssioners wi sh to ask questions right now, I
figured 1'd let at | east each party give us their --
their take before we go to questions, if that's okay
W th comm ssi oners.

MR. VEHMEYER: "' m okay with that.

CHAI R CHANG  Goodni ght.

MR. RANKI N: Thank you, M.
Comm ssi oner Chair and conmm ssion nmenbers. My it
pl ease the conmm ssi on.

Based on Enpire's filing of a Cl103
seeking authorization to inject CO2 for an EOR pil ot

project at the end of April after conpletion of
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briefing on their notion and the APD to convert a
single well into a CO2 EOR huff and puff at the

begi nning of May, just prior to the hearing that we
had | ast, that's when we first | earned about the end
-- the proposed admnistrative filings in the
proposed pilot project, after briefing had already
been conpleted on their challenge to OCD s.

Not an order. It was directions. And
they attached it to their briefing here, and you can
see it's -- it's titled inplenmentati on of OCC orders,
and they say that they're providing the bel ow
di rections.

It's not an order. It's a

correspondence that provides guidance in the vacuum

because there's been no subm ssion by -- by Enpire at
that tinme. So there's -- there's no action that OCD
was taking. It was sinply giving guidance on what it

understood the order fromthe conm ssion to require.
Now because this is sinply seeking an
advi sory opinion, the notion that Enpire filed, it's
| nproper. The issues not ripe before the conm ssion.
Since Enpire's notion has fully
briefed, Enpire has nmade two filings, the APD and the
C103, and OCD has not acted on either one. The

conmm ssi on should wait and not wade until any inchoate
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controversy until the division has actually acted.

Now in our view, the only action OCD
can take on Enpire's adm nistrative filings is to
rej ect both of them First and forenpst, because
Enpire is not in conpliance with OCD regul ati ons
governing inactive wells.

At the |last hearing, they had 21
I nactive wells. Two nonths later, they're up to 25
I nactive wells. That's nore than three tines the
limt under the divisions current regulations.

Nei t her APD s nor EOR projects can be
aut hori zed or approved under express division
regul ations unless the operator is in conpliance with
the enacted well rule. They can't go forward
until they get that done.

What have they done in the two nonths
since this has been brought their attention?
Actually, it's been nore than two years that they've
been out of conpliance. Nothing. [It's only gotten
Wor se.

Since Enpire first acquired its
interest in the -- in the unit, it's been struggling
with its inactive wells and -- and they remain -- and
remains the case. Now rather than fixing the problem

It's just getting worse.
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Now it's only going to get worse going
forward because, as you all know, the comm ssion just
approved an updated financial assurance and pl uggi ng
rule. That's going to elimnate the seven wel
cushioned that Enpire currently has for operating
fewer than 1,000 wells.

So now as soon as that rule goes into
effect, they're going to have 25 wells out of
conpliance. And out of all the wells that they
operate, 441 production wells, 25 percent of them a
guarter of them are producing |ess than 90 barrels of
oil equivalent. So that's going to just put themin a
desperate situation.

Now t he ot her problemthat
Enpire has is that they're not follow ng the
regul ations. Now M. Wehneyer was addressing that
t hrough his presentation this norning. Under the
rul es and under the comm ssion's order, it's very
clear that they nmust follow the regulations in -- in
the -- that the division has before them governing U C
EOR proj ects.

That includes requiring themto file a
C108, going to hearing, anending the water fl ood
order, which is sinply getting a C108 approved, and

then also, in our view, anending the statutory
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uniti zation order.

Both the water flood order and the
statutory unitization order that currently authorized
enhanced recovery in the -- in the unitized interval
of the EMSU are tied. They go hand in hand. They
ref erence one anot her.

The unitization order expressly
references the water flood order. Unitization act
requires the operator of unit to provide and
denonstrate what type of operations they are going to
undertake under the -- within the unitized
I nterval .

They' ve been approved for water fl ood.
The water flood order under Cl08 authorizes themto
i nject water for secondary recovery. Under the
di visions regulations, they're required to file a
C108. That C108 upon approval would be the
nodi fication of the water flood order, allow ng them
to also inject CO2 as part of a pilot project.

The central vacuum unit exanple that
M. Wehnmeyer pointed out, while it's true that sonehow
t hey got verbal or witten approval on a Cl103, within
nont hs they were required to cone back and file a Cl108
for hearing.

And it wasn't a full water flood that
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they wanted, but rather a full CO2 project that they
were seeking. It was sinply a CO2 pilot project for
part of the C -- central va -- central vacuumunit.

They weren't seeking a full-on CO2
project. It was sinply a pilot project. Sane rules
apply to Enpire.

But rather than follow the guidelines
that the division has provided, rather than follow the
express regul ations that every other ER operator nust
follow, and I know this well because | do many EOR
projects, including CO2 pilot projects, every CO2
pil ot project | have ever done and got approved has
been required to get a Cl108. It's express in the
regul ati ons.

Any ER injection nmust submt a Cl108.
That's part of the U C prinmacy that governs OCD s
authority to regul ate these projects from EPA
It cannot be avoi ded.

Now i nstead of trying to, like, you
know, choose a different path after being, you know,
shown the proper way to proceed and having received
resi stance and feedback fromthe division, Enpire
I nstead has chosen to double down on its positions,
and rather than focus on its three-year wi ndow to

| npl enent the pilot project and file the proper
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applications, it's filed now nore than a dozen
applications with the division to revoke the injection
authority of four different disposal operators in and
around not just the EMSU, but the Arrowhead G ayburg
uni t.

So rather than actually focusing on
the EOR project that they said they were going to
do, they're now targeting additional operators through
the division to shut in their wells. And they're
doing that at a tinme when they still haven't done what
the comm ssion has told themthey need to get in order
to acconplish that, which is actual data.

So rather than focus on what they're
supposed to do in the way they're supposed to
do it, they're going out and seeking to revoke the
injection of multiple additional -- additional
operators around the EMSU and AGU.

The whol e point of the division's
engagenent with the rehearing process, when both
parties filed an application for a hearing to review
the comm ssion's order, the conmm ssion engaged in that
briefing process and nmade clear to the comm ssion that
any order issued by the comm ssion has to authorize
the commission -- the division to -- and make cl ear

that Enpire's required to follow all regulations
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governing injection.

The conmm ssion adopted that approach,
made clear in the order that all regulations are
required to be foll owed, baked in this process and
into the order.

VWhen Enpire chall enged the order
before the district court, they didn't raise this as
an issue. They didn't. That issue has sailed. They
have no opportunity to challenge it now. They --
their opportunity was to raise it before the district
court.

It wasn't anpbng the issues they
chal l enged. There's no -- no opportunity for themto
challenge it here. It's inproper.

So at | east especially in the case
where it's sinply a advisory opinion from-- fromthe
di vision on how to proceed, if there's actually an
action on an application, where there's an actual
controversy, an actual issue, then |I think they would
have an opportunity to challenge that at the tine,
but here, it's just purely advisory.

Here we are nore than seven nonths
after the division issued its guidance, and rather
t han pursuing the path of |east resistance, which is a

cl ear pathway for them under the regulations, they've
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chosen, instead to steadfastly choose the harder path,
which is the path that is not available to them which
is to violate the regulations and try to short circuit
it.

| f they had sinply just gone the right
way, we would be in a different position today. That
i ncludes fixing their inactive wells.

So a few other things. | just -- |
think I -- think | covered everything that M.
Wehneyer raised, but | want to nmake sure that | have
addressed them

One of the concerns, | guess, is
whet her why -- why OCD, and OCD can address this --
well, first of all, what is -- what is Goodnight's
concern? \Why are we fighting this? WIlIl, we're not
-- we're not necessarily fighting it. W just want
the rules to be followed. There should be a |evel
playing field for everyone.

Goodni ght was required to go to
hearing for its injection under the U C regul ations,
just as Enpire should be required to do the sane.

Same is true for every other EOR operator in the
state. They all have to go through to get their C108
approved. | believe the sanme approach or sane

justification would apply to OCD
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So after they filed their application,
their adm nistrative application, | think -- and the
di vision can speak to this, but | think the division
was probably thinking, what are we to do. W have a
nmoti on pending. You know, | nmean, should we -- if
Enpire had sinmply withdrawn their notion after filing
their adm nistrative application, | think that would
have then put the division in a different position.

Instead, it maintained its notion
before the conmm ssion, requiring the division -- the
conm ssion to address the issue, | think, put the
division in an awkward situation.

As to the issue about the 90 days,
all eging that the division has sonehow backtracked
fromits original position that it was going to
requi re Goodnight to cease injection within 90 days of
| ssuance of a comm ssion order. That was never the
case. The division sinply said that the mninumtine
that they -- that they believe would be reasonable for
an orderly, tinely shutted would be 90 days not that
they were going to require a Goodni ght to suspend
I njection within 90 days.

That's just a m scharacterization of

what -- what went down at the -- at the hearing and
what division -- the division's position was. And |
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think M. -- M. Tremaine can address that hinself.
But that was never, never what the division's position
was at the tine.

| think I just all the issues that M.
Wehneyer raised. |f comm ssioners have any questions,
"' m happy to address them Thank you.

CHAIR CHANG. | guess I'Ill turn to the
di vi si on next.

MR. TREMAI NE: Thank you, M. Chair.
Candidly, I"msure where to start. W've had a | ot of
di scussi on about trees this norning, and a | ot of
those trees are issues of what has been di scussed,
have all been post notion.

So a couple things just to put this in
-- in context. OCD currently has about 185 APDs t hat
are in pending review process that have been submtted
since May. There's 73 at |east that were submtted
prior to May.

The resolution of the current C101 is
conpletely in keeping with the normal workfl ow and
resources avail able to the division and is under
revi ew.

As we noted -- as was noted at the
| ast hearing, Enpire did not notify OCD prior to that
hearing that they had submtted the pilot project and
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t hat there was anything extraneous or urgent that
needed to be reviewed. That was a surprise to counci
and technical staff that that was in the queue with
the other filings.

| think the notion here is not
appropriate for a determnation at this tine, because,
one, it may be potentially dispositively resolved by
t he appeal and district court, and, two, we expect it
to be rendered noot because the division will be
maki ng a determ nation -- | expect a determ nation on
the currency 101 sone tinme this week.

There's a nunber of problens with that
subm ssion. |I'mnot going to get into the exact
enforcement status, but -- but the division currently
-- the initially entered appearance in this case back
before all the water flood discussions because Enpire
had substantial conpliance issues.

That is sonmething that we have to | ook
at when reviewi ng new APDs and ot her projects.

Additionally, based on the content of
t hat substantial hearing that we've tal ked about
extensively, OCD reasonably expected a relatively
| arge scale pilot project that woul d denponstrate two
things -- or seek to denonstrate two things. One,

product, and, two, |ong-termrecoverability.
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Qur technical team | ooking at this one
wel | huff and puff project, does not understand how
this denonstrates |ong-termrecoverability.

So there are -- this argunent that
because of the order 24004, Enpire does not have to
conply with other division rules | think is a red
herring. There's nothing in that order that says that
this is a different process or procedure. As | said,
we expect a determ nation on the C101 i mm nently.

In response to M. Wehneyer's
presentation, the Cl101 review was never held. There
-- there was a status placed in OCD permtting that
they've noted in their slide deck. That was renoved
by Deputy Director Powell. The OCD was review ng that
subm ssion during this process, but because of the
ot her issues that |'ve inplicated, that process is
t aki ng | onger than expected.

O it's actually a normal review
process, but it is taking |onger than an expedited
revi ew process woul d be expected to take.

The pilot project was not what was
reasonably expected. There's questions about the well
that are proposed, and the division has to resolve
approval of the APD within Enpire's conpliance status.

| wll leave it at that.
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CHAIR CHANG. Any other parties w sh
to weigh in online?

MR. SUAZO. Yes. Thank you, M.
Chair. Again, Mguel Suazo with Beatty & Wzni ak,
appearing on behalf of pilot. |'mnot going to rehash
the argunents and points nmade by M. Tremai ne and M.
Rankin, but | think it's safe to say that pil ot
supports their positions and argunents as
made in briefing and nade before the conm ssion today.

Pilot requests that the conmm ssion
deny Enpire's notion and affirmthe division's
| npl enent ati on decision. And even if the comm ssion
concludes that it retains authority to address
I npl enmentation at this stage, pilot thinks that the
i mmedi ate shut-in request should still be denied.

Frompilot's view, the comm ssion gave
OCD di scretion to inplenment the suspension on a
schedul e that the division deened necessary to provide
Enpire an opportunity to establish the CO2 EOR pil ot
project, and the division in this case exercised that
di scretion.

It didn't refuse Enpire an
opportunity, but what it did do is it provided a
pat hway that they don't seemto want to follow

| think the rules are clear. 19.15.26A requires
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I njection authority for wells, injecting fluids, for
EOR to submt a Form Cl108, as M. Rankin addressed,
and that same rule requires OER recovery injection
projects to be set for hearing.

And then 19.15.59 al so i nposes
operator conpliance requirenents, including inactive
wel | conpliance requirenents, as M. Tremaine raised
for the conm ssion's consideration.

Those rul es apply across the board to
all operators, and they're intended to protect
correlative rights, prevent waste, and maintain the
Integrity of OCD's permtting process. And that's,
think, all that pilot is asking and the other parties
are asking for here.

That concl udes ny statenents on this
matter.

CHAI R CHANG. Thank you very nuch.

| don't think there's any other
parties who wish to speak today on this.

Ckay. Do you have questions?

COW SSI ONER AMPOVAH: | do.

CHAI R CHANG. We've got questions.

COW SSI ONER AMPOVAH: M. Chair,

t hank you so much. And if I'mjust getting so nuch

into the weeds, you have to pronpt ny attention to

Page 36

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



© 00 N oo 0o b~ wWw N -

N N D N NN P P P P P P PP R
o A W N P O © 00 N OO O M W N P+ O

New Mexico Oil Conservation Meeting; July 16, 2026

t hat .

But there are some few things that |
just need to discuss briefly. So I'll start with
Goodni ght. So based on your subm ssion, it sounds to

me that you were saying that before, let's say, even
Enpire can proceed with the pilot project, it is your
view that even the utilization docunentation or let's
say even that that approval -- the approved
utilization order needs to be anmended.

| s that correct?

MR. RANKIN. M. -- Dr. Anmponah and
conmm ssi on nenbers. The original operator of the unit
followed the Statutory Unitization Act for a reason,
and that was because not every owner voluntarily
committed its interests to the formation of that unit
for secondary recovery.

When that's the case, the only way
that a unit operator can proceed with secondary
recovery, tertiary recovery, any form of enhanced oil
recovery is to invoke the power of the states to
enforce -- to use its police power to conpel those
I nterest owners to force their interests into the
unit, okay, and that's -- that's a severe action.

And in exchange, the Statutory

Unitization Act requires the operator to denonstrate
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that the costs they're going to undertake and the
effort they're going to take by using other folks'
mneral interests is going to result in a positive
out cone.

Ckay. It's going to result in an
econom ¢ recovery, which is why under the Statutory
Uni oni zation Act, it requires operators to make that
showing on the front end. Okay. So that's nunber
one.

(Interruption.)

MR. RANKIN: So that's what the
Statutory Unitization Act requires, and it requires it
because the police powers of the state are being
I nvoked to conmbine the interests of these mnera
owners against -- and against their wll.

Al ong those sanme lines, in order to
undertake an EOR project under the U C code and the
regul ations that were pronul gated by the division, in
order to obtain primacy fromthe EPA, the authority to
do it, requires themto follow those concrete steps to
get authority for EOR i njection.

So when -- when they undertook the EOR
project initially, they got -- they filed a C108 for
secondary recovery of mnerals through water fl ood.

As part of that denonstration, with the Unitization
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Act, they also had to show how they were going to
all ocate production anong those owners whose interests
wer e taken.

Ckay. So they had to show how they're
going to do that. And they did it at the hearing.
They showed that there was going to be a fair
al l ocati on of production based on the water fl ood.

In that i nstance, because it was
targeting only the Grayburg, there was
sone primary production remaining. So they had to
show how t hey were going to account for the
di fference between primary production and secondary
production. So there was a very conplex show ng on
how they were going to allocate production at the tinme
of the Statutory Utilization Act.

Here, okay, they're using -- Enpire is
seeking to use the unitization act as a source, as a
weapon, agai nst Goodni ght and others to say, | ook,
we' ve been given exclusive rights to produce this
unitized interval. OCkay. And that's true. Under the
Statutory Unitization Act, they were given the
exclusive right to produce mnerals fromthe unitized
i nterval, okay, including the San Andres, which
was unitized.

The difference is that the San Andres
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has never undergone primary production and it's not
part of -- and therefore the allocation formula that
was proposed cannot be applied for tertiary recovery
In the San Andres. Okay. There needs to be a new
all ocation fornula.

There isn't one. One's not been
proposed. We don't know how those interest owners who
stand to benefit or not benefit are going to share the
costs or production, because it hasn't been anended.
We haven't heard a thing about it.

So under the rul es, under the |aw,
because the entire unitized interval has been
essentially authorized for Enpire to produce, it's
been aut horized for the sole purpose of water flood
recovery because they've been able to show that it can
generate a positive recovery.

I f they want to do sone other form of
secondary -- secondary or tertiary recovery, they have
to go back and anmend the Statutory Unionization Act to
show that it's going to have a positive recovery and
to show how they're going to allocate the production
anong owners to shi -- to protect their correlative
rights.

So that's why ultimately the

unitization act needs to be anended. And counsel,
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who's not present right now for Enpire, acknow edged
that that was going to be required. At sone point
they're going to have to anend the unitization act to
account for the requirenents of the state | aw.

Ckay. MW point is sinply that now
that they want to actually do the project and they
want to produce unitized substances fromthe San
Andres, the tinme Is now.

There's one order that governs how the
unitized interval is to be produced, and that's the
Statutory Unitization Act, in concert with the water
flood order, which is sinply recognition that they
have been aut horized through a C108 to inject
for water flood for secondary recovery.

What we're saying is that what they
need to do is anmend the water flood to authorize the
In addition to secondary recovery through water fl ood,
I njection through CO2. That happens all the tine.

Operators of water floods that seek to
-- tonmove in to transition into CO2, anend their
water flood order, to add additional fluids, including
produce gas sonetines, and CO2 to authorize themto
I nject for enhanced oil recovery.

So because those two orders operate in

concert, the water flood and the statutory unitization
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order, both nust be anended, because that's what
governs the ste -- the production of unitized
intervals -- the unitized mnerals within the EMSU.

COW SSI ONER AMPOMAH:  Thank you for
the education there. | appreciate that.

| will ask OCD one question. Yeah.

So it sounds to nme that in your subm ssion you
SAY that OCDs were based on the order that the
comm ssion sign off on. OCD believes that a full
scale CO2 EOR wll be required to justify the
recoverability, not necessarily a pilot.

MR. TREMAINE: |'msinply representing
what has been rel ayed through our -- our technical
staff, that this has to be reviewed in the context of
the objectives of the intended pilot project. And |I'm
not saying it has to be a certain size or any specific
criteria beyond the direction provided by OCD s
technical staff.

VWhen the APD was submitted -- and this
is -- this is what OCD understands to be the scope of
t he proposed pilot project, it was not what was
expected. OCD reframed its analysis and | ooked at
this well in isolation. [1'msinply highlighting that
what was di scussed at hearing, what was expected from

OCD was not what we got, and it needs to be | ooked at

Page 42

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



© 00 N oo 0o b~ wWw N -

N N D N NN P P P P P P PP R
o A W N P O © 00 N OO O M W N P+ O

New Mexico Oil Conservation Meeting; July 16, 2026

i n that |ens.

Now this is one well. There are
guestions about the well, independent of any
conpl i ance st atus.

So I'm not able to answer that,
Comm ssi oner Anmponmah froma -- froma technical
perspective, | was not representing that there's a
particul ar size or nunber of wells. [It's just that
this was, based on the record, not anything |ike what
OCD expect ed.

COW SSI ONER AMPOVAH:  Is it OCD s
under st andi ng that the burden is on Enpire to prove to
the comm ssion that the ROZ is that can be recovered.

And so I'"'mnot sure if OCDis nore or |ess pushing

t hose envelopes to the -- let's say to the extrene
end.

| mean, I'mtrying to understand how
there -- there was no nore discussion fromOCD to the

conm ssion with regards to how the pilot is going to
be, you know, during the hearing. So I'ma little bit
concerned as to the scope, you know, because let's say
even it's huff and puff, it's one well.

Let's say they could have chosen to do
a pattern based. Let's say pilot, which could be one

I nj ector, four producers, or let's say four injectors,
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one producer, and they choose huff and puff. | nean,
Is that not at their discretion and they're just
| ooking for answers to respond to the conm ssion.
MR. TREMAI NE: No, |I'm-- thank you,
Comm ssi oner Aponmah. | think | can rephrase and
expl ai n.
So |"'mresponding to M. Wehneyer's
| engt hy set of allegations that the division took too
| ong or put this on a hold. It was not on a hold.
Did not. So |I'm explaining the division's process,
that it was in fact reviewing this. It did refrane
Its expectations, |ooked at this project in isolation,
and is responding to that, reviewing to Cl101, and we
expect that decision inmnently.
| am not suggesting that there's a
determ nation on the individual Cl01 based on -- based
on sone other factor. |It's there's this question
about what happened in the last two nonths. That's
the explanation |'mproviding to the comm ssi on.
COW SSI ONER AMPOMAH:  Thank you.
CHAI R CHANG. Comm ssi oner Lanki n.
COW SSI ONER LAMKI N:  Yeah. | think I
just have one question for M. Wehneyer and Enpire in
general .

What was the reasoning for -- for
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choosing a nonunit well to inplenment the pilot, and
why is it Enpire's belief that that project would be
covered under the unit agreenent if it's not a unit
well to begin wth?

MR. WEHVEYER: Correct. So and this
my -- | wanted to clear up one point of confusion
that | created twice now The Cl02 was in fact filed
wth the C103. So it -- | don't think it shows up as
a standal one, but it was attached.

But to answer your question,
Conmmi ssi oner Lankin, there were a nunber of verti cal
wells out here that Enpire has operational control
of, as you heard. This particular one's conpletion
interval is not in the EMSU right now They | ooked at
that well, and froma well bore integrity standpoint
and in ternms of its location on the structure that we
heard all of the geol ogy testinony and engi neering
testimony from-- from M. West, based on its |ocation
on structure and based on the well bore integrity,
they identified that as the best candidate to cone
back i nto.

So, so if -- as you | ook at that well
bore schematic and diagram it wll be physically in
the EMSU after the new perforation and plug back

procedures are set. So it will be producing San
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Andres in the EMSU.

And in terns of that particular well
chosen, in terns of no prospect for productivity, in
terns of its open intervals at the tinme, its |ocation
on structure and well bore integrity, that that was
t he thought process.

COW SSI ONER LAMKIN: Do you think
t hat that convolutes the process for seens to be the
basis of the argunents between the OCD and -- and
Goodnight in ternms of needing to return to hearing and
anmendi ng orders and such to choose a well of that
nat ure?

MR. WEHVEYER: | do not. And so
again, this is a well that there's -- you'll recal
t he counsel for Goodni ght here |l ed an argunent. So we
have all this paper. At the |ast hearing back at My
13th or May 1st, there was a question appropriately
posed by M. Schandler of, what on earth does the
i nactive well list have to do with anything.

And that was the argunent they started
with again today, after having to put to them numerous
times, what does this have to do with anything. W' ve
been working on that inactive well |ist.

In terms of going back and taking this

well, it's actually one last inactive well for anybody
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to fuss over or have concern with. And so, again, the
wel | bore di agram shows where the plugs will be set.
And so we will now be in EMSU depths and it's just
1,000 tons of CO2 to explore recoverability.

| did want to conmment very briefly.

In ternms of what the pilot | ooked |ike during the
nont hs of -- of hearing testinony, Enpire never
commtted -- you know, we obviously needed to see what
t he comm ssion's final decision was, period. The idea
of the three-year and the pilot program we didn't
know that's where the comm ssion was going to go.

That's what -- we enbraced it. W're
trying to execute on it. But we certainly didn't say
what the programwas going to look like. And | think
t hat what may have been lost in a little bit of this
conversation is it's not OCD s discretion under the
two final orders in this case to decide if the pil ot
I s successful or not.

The conmm ssion kept that continuing
jurisdiction to say we're not ordering a pernanent
revocation at this time; just a suspension. Perform
your pilot that you and your discretion exercise
determ ne to be appropriate, and then conme back to us
so that we can nmake the decision and the hazard lies

wth Enpire.
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If it -- if what we've done is not
good enough for the comm ssion's satisfaction, we bear
t he consequence of that. That's not OCD deci sion
under the final orders that we have.

CHAIR CHANG  Gkay. Thank you. |

have some comments and perhaps questions. We'll see
if...

| recall -- I'"m|looking at the
transcripts that -- or snippets of the transcript that
Enpire has provided and I -- we all sat through this.

So | also recall OCD s counsel at the tine
representing that any review of any application could
be expedited.

So | think |I understand why Enpire
woul d be, at the very m ninmum confused, if not
al armed by a note that says, hold pending OCC notion.
| amcurrently not aware of any reason why -- | nean,
it's just a note in a sunmary. So whoever wote --
put this in the notes, hold pendi ng approval of OCC
notion, |'m hoping that was nere confusion.

But is there any reason why OCD t hi nks
this comm ssion should need to hold -- that this is an
act, or...? You know, I'lIl let you respond.

MR. TREMAINE: No, M. Chair. And I
-- | skipped over that point rather -- rather quickly.
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That was a conplete msfire. It was not identified as
the status. M. Powell was not aware of the status
until after some of the filings in this case. He has
corrected it. The staff have been reviewng this

pr oj ect.

The rest of ny presentation was just
si nply expl ai ni ng what has gone into that review and
how it is actually consistent with OCD s normal review
process.

CHAIR CHANG. Okay. So to the extent
that if any one particular staff nmenber at OCD may or
may not have m sunderstood or been -- or either
erroneously put that note into the systemor -- or
m sunder st ood what OCC i ntended, that it's the
position of OCD now that there's no reason why OCD
woul dn't be able to proceed reviewing the C101 with
all deliberate haste, correct?

MR. TREMAINE: And it was not and is
not hel d.

CHAIR CHANG. Okay. That's consi stent
with ny understanding as well, that there's -- at
| east fromthe conm ssion's perspect -- fromny
perspective, | wasn't aware that we had, and |
certainly did not intend to have anything pending here

at the comm ssion that the division wuld need to --
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to wait for.

And it's ny understanding fromthe
presentations today from both Goodni ght and Enpire
t hat however the division decides on the 101 -- |
think M. Rankin has stated on the record that he
bel i eves the C101 should not be granted. So | imagine
he would bring this back to the conm ssion's attention
If it is granted and | would be -- and | imgine the
position of Enpire is that if the Cl01 was denied,
that Enpire would wish for the commi ssion to review
that. Right?

MR. VWVEHMEYER: You've stated that very
succinctly and accurately. That brought it all right
t here.

CHAIR CHANG So | imgined all of the
various issues, and of which there's many points of
di sagreenent between the parties here and questions
fromboth nmy fell ow conm ssioners about the details of
what is going -- | shouldn't say details, but many of
the points of contention in this case would invariably
be rel evant should that Cl101 decision end up back here
at the conmm ssion.

So ny current recommendation to ny
fell ow conm ssioners is that | am hesitant.

understand that the |etter Deputy Director Powel
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| ssued sounded fairly authoritative and very direct --
provided fairly -- | don't want -- what's the word |I'm
| ooking for here -- clear bordering on, |'m sure
Enpire feels a, strident direction on exactly how they
shoul d proceed.

But | hesitate to open a precedent of
this comm ssion review ng correspondence, | est
all the other parties in every other case start asking
this comm ssion to start reviewing all of the emails
that m ght fly back and forth. And I think we've got
a pathway for all of the issues that are in front --
that the parties wish to raise to cone right back
before the conm ssion unless the OCD sonehow is
able to magically grant a decision on that C101 that
satisfies both parties.

VWi ch for which I will knock on wood
t hat sonmehow the division can get to a decision on the
Cl01 that satisfies all the parties in this case.
But unl ess that happens, all of these issues are going
to come back in that particular forum

So ny recommend -- so | will open the
fl oor and take ny conm ssioners' -- fellow
conm ssi oners' opinions, but my current inclination is
to decline the consideration of this specific notion

and take up the issues when the Cl101 decision is back
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bef ore us, noting that the conmm ssion has instructed
OCD to proceed with all deliberate haste, all possible
haste, to act on Enmpire's Cl101.

And |I'll open the floor to ny
conmi Ssi oners.

COW SSI ONER AMPOMAH:  Yeah, M.
Chair, | do agree with you on that. And then in your
recommendation, as you said, you know, we are clearly
saying that there's no reason why OCD shoul d not
proceed, you know, with the review of the application.

So | do second or support your
recommendation on this. Thank you.

CHAI R CHANG. Any thoughts? Any
t houghts, Conm ssi oner Lankin?

COW SSI ONER LAMKIN:  No. | tend to
agree with you guys' synopsis.

CHAIR CHANG Gkay. In that case,
think it's a procedural order. | nean, |'m happy to
take a notion to make that formal, but otherw se, |
think what we're going to do is procedurally, we're
not getting into the nmerits. Many of the nerits

rai sed are indeed i nportant and should be explored by

the comm ssion, but | think that will cone when there

-- and will be nore procedurally proper when there is

a division order on those Cl101ls for us to then -- for
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us to fully consider.

MR. WVEHMEYER: May | ask one point of
clarification?

CHAI R CHANG Pl ease.

MR. WEHMEYER: So just so the record's
clear, the notion presented by Enpire to require
nodi fication of OCD s inplenmentation order is not
denied. This issue is being carried until we have
sonme direction on the Cl01 application, and it would
cone back as part of a package of deci sion.

CHAIR CHANG | would rather that you
basically raise the sane substantive issue. Well
| et' s hope that sonehow everybody wal ks away sati sfied
with the CL01 deci sion.

But if that is not the case, you're
wel conme to rai se those sane substantive issues, but |
think it would be cleaner for ny record if you're able
to just rebring that as an appeal of the Cl01 as
opposed to continuing the notion in front of us. |If
t hat nakes sense.

MR. WEHMEYER: It does. And just with
the issue, | guess, in the mnd of Enpire first, thank
you. We appreciate the attention and action.

You know the conmmon thread is this

| dea of having to go back through the full anmendnent
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of the water flood and, we still haven't heard anybody
say we're wong about the timng if we're going
t hrough an anmendnment of the water fl ood.

So we just didn't want there to be any
argunment that that issue has been deci ded and deni ed

by today's action.

CHAIR CHANG Well, | don't know t hat
we -- again, we're declin -- | think what |I'm
recommending -- so let me be clear about what |I'm

recomending to the comm ssion, is that we decline to
take up the notion to revisit the -- or to consider
the letter. So | don't think we want to get into the
merits.

But you're welcone to raise the issue
about the water flood when there is a -- we would |ike
OCD to be able to explore these questions with you at
the division level first, so that if there -- so
hopefully you can talk to the technical teans first
about exactly what the water -- you know, whet her
there or not there is a waterfall and what requires
amendnents.

My understanding is that the let --

t he correspondence thus far, right, not the filings in
this case, but the correspondence between Enpire and

the division is the division's attenpt to figure out
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what the conmm ssion neant when the conm ssion said
that all applicable and rel evant regul ations apply --
still apply. Right.

And so the division has made -- what
appears to ne, the division has made an attenpt to |ay
out what they perceive as the relevant and applicable
regulations in the absence of a application at that
time from-- from Enpire.

Now t hat there is an application, the
division will now have to make a formal decision, and

once that happens, you're welcone to conme back to the

comm ssion and -- if you're dissatisfied wth that
order, and we will at that time we'll take up all of
t hose consider -- concerns if they're hope -- well,
again, | can only hope that there are no concerns

| eft, but given that there are likely to be concerns

or if you are -- if there are concerns, then we
wll take all of that up as a -- as a -- through the
mechani sm -- procedural mechanism of the -- of an

appeal of an OCD order.
MR. WEHMEYER: Thank you. Thank you
so nuch for the clarification. That helps a |ot.
CHAIR CHANG Thank you very nuch.
If | can -- if that is the

conm ssion's decision, | would be happy to entertain a
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notion to so adopt and then | will wite that all up
in a hopefully nore detailed witten order for the
parties.

COW SSI ONER AMPOMAH:  Yeah, M.
Chair. So the comm ssion finds no reason that OCD
wll need to wait for anything fromthe comm ssion to
act on Enpire's Cl108 application at this tinme the
comm ssi on expects OCD to act on the application with
reasonabl e and del i berate pronptness.

Al so, the conm ssion does not
adj udi cate nere letter correspondence, therefore this
matter is not currently ripe for a review by the
comm ssion. OCC reviewin this mtter would be
avai l able only after OCD has issued a reviewabl e
or der.

Therefore, | so nove that the
conm ssi on declines the consideration of Enpire's
i nstant notion seeking view of Deputy Director
Powel | 's letter.

MR. RANKIN: | second.

CHAIR CHANG Moved and seconded.

| s there any opposition from any
comm ssi oners?

COW SSI ONER AMPOMAH:  No.

CHAI R CHANG. Hearing no opposition,
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so ordered.

Thank you al

pendi ng i ssue of our notion to |ift the stay and set
status conference and al so Goodnight's notion to

di sm ss wi thout prejudice.

t o whet her

refl ected as an agenda item and then | think that

yielded in favor of nore general description.

conmm ssion is not ready to proceed, we can take

that up at the next audience.

-- if you wouldn't mnd following up with our

comm ssion cl erk. | understand the tine is of the

essence for

qui cker to try to get you guys that to get that

novi ng, we'

get that set as quickly as possible.

far as the conm ssion is concerned, does that concl ude

the Enpire matters?

for today,

that particular -- it was initially

Empire, so if we need to set sonething

very much.
MR. WEHMEYER: We additionally had the

There was a little bit of confusion as

We're ready to proceed, and if the

CHAI R CHANG. We are not, but we can

do that and we'l|l see what we can do to

MR. WVEHMEYER: That's perfect. So as

CHAIR CHANG That's all we're ready

m afraid.
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MR. WEHMEYER: Thank you very nuch.
We appreciate your tine.

COW SSI ONER AMPOVAH: M. Chair, can
we take about 10 m nutes break or so?

CHAIR CHANG. Yes. That's fine by ne.
Let's take a -- let's see. |It's currently 10:08. |Is
10: 15 sufficient time?

Al right. 10:15 -- we'll take a
recess until 10:15. Thank you very nuch.

(Recess taken.)

CHAIR CHANG.  Thank you, all. Sorry
for the delay. It's now 10:20 or 10:21 and we're back
on the record com ng back fromrecess.

The next case is -- the next case in
front of the comm ssion is Case Nunber 26206,
application of Marathon G| Conpany for de novo
hearing on order nunber R24349.

"Il take appearances and then we'l
turn to Marathon.

MR. RANKIN: Good norning, M. Chair
comm ssioners. Adam Rankin. |'mwth the Sante Fe
office of Holland & Hart, appearing on behalf of the
applicant in this de novo application, Marathon
Q| -Perm an.

And with me today in the audi ence
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Is a Marathon representative, Ms. Kerry Hatl ey.
We appreciate your consideration of our notion.
Thank you.

MR. HOLLI DAY: Good norning, everyone.
Ben Hol | i day, on behalf of Powderhorn Operating.

CHAIR CHANG |I'msorry. Say that
agai n.

MR. HOLLI DAY: Ben Hol liday, appearing
on behal f of Powderhorn Operating.

CHAIR CHANG Got it. Okay. | wll
turn to the novant.
You are the nover, right, here? No. You. Ch, you're
the... I'msorry. | got them backwards. Go for it.

MR. RANKI N: Good norning, M.
chair, comm ssioners. This is a stay for the
di visions underlying order. It's not about del ayi ng
devel opnment, but it's about preserving Marathon's
statutory right to a neani ngful de novo hearing before
Powder horn's drilling nakes that hearing academ c.

Wt hout a stay, Powderhorn can
commence drilling operations immediately, which
woul d substantially underm ne the purpose of
Mar at hon' s de novo chall enge and inflict imrediate,
i rreparabl e harm on Marathon's correlative rights.

The division's order underlying this
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-- this hearing conplaints or conbines all working

I nterest ownership across Powderhorn's proposed 959
acre super horner -- super hornet unit rather than
eval uating working interest control in the overl apping
contested acreage, which is the analysis the

conm ssion's precedent establishes.

Mar at hon controls 100 percent of the
working interest in its 320 acre overl appi ng acreage,
which is the north half of Section 2, and it's --
under its proposed (indecipherable) devel opnment
project under a still active 1976 joint operating
agreenent to which Powderhorn itself is a party.

All we ask today is that the
conm ssion preserve the status quo, just as it did in
the recent Coterra-Perm an Resources stay invol ving
the Read & Stevens applicant until the nmerits can be
fully heard and fully and fairly heard.

So a stay requires a four factor
show ng. Likelihood of success on the nerits,

i rreparabl e harm absent a stay, and then no harmto
the -- to the nonnovant, here Powderhorn, and no harm
to the public interest. And we believe that we
satisfy each of those factors. And Powder horn cannot
rebut a single one without relying on facts and

| egal theories that the comm ssion's own precedent
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forecl oses that we outline in our reply brief.

This is not a novel renedy. The
conm ssion granted precisely this relief, as |
mentioned, just recently in a case where Perm an
Resources had won an underlyi ng conpul sory pooling
case. Coterra challenged it, and in order to preserve
the rights and nake sure that all parties had a ful
and fair hearing at de novo, the comm ssion granted
the stay and then the parties went on to a hearing
tinmely and were able to have a full hearing before the
comm ssi on.

And even t hough the comm ssion rul ed
i n favor of Perm an Resources and agai nst the npvant
who sought to stay, nevertheless, the stay was proper
because it allowed for all parties to present their
full case without upsetting the status quo.

Here, on the underlining -- here,
first, the first factor is that we believe Marathon is
| i kel y going to succeed on the nerits, and the reason
I s because the division undertook a fundanental error
inits analysis by failing to apply, make use of the
comm ssion's clear precedent where there's contested
cases involving partially overlapping acreage in the
conpeti ng devel opnent pl ans.

For at |east six years, that
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comm ssi on precedent has required that there be an
eval uati on of the acreage that overl aps between the
two project areas. And the evaluation is what is the
wor ki ng interest control in that acreage. Not the
owner shi p, but who has the greater percentage of the
wor ki ng interest control.

Now the division ignored in its
analysis, inits findings, and its concl usi ons that
Mar at hon has 100 percent working interest control
through its joint operating agreenment in the north
hal f of Section 2. It never made the required finding
under the O |1 and Gas Act section 70-2-17 subparagraph
E, that Powderhorn's plan is necessary to prevent
waste before its subordi nated overrode Marathon's
joint operating agreenent to the conmpul sory pooling
or der.

Now applying the correct three-part or
partial overlap test that the comm ssion has
established in these partially overl appi ng, conpeting
devel opnent cases, that has been used since at | east
2020, the division made no finding that Marathon's
pl an woul d strand any acreage.

That's one of the first steps, is to
det erm ne whet her any of the plans would strand any

acreage. The division nmade no such finding. So
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there's no risk or concern there.

Powder horn's supersedi ng JOA t heory,
the idea that they have a superseding JOA anong al
the other parties that overrides our JOAis a |l ega
nullity. For that to have any effect, all parties to
t he underlying JOA would have to agree to their JOA,
which isn't the case, and no party takes the position
t hat Marathon's 100 percent voluntary agreenent is
I nvalid or void.

Now t he precedent, the comm ssion
precedent that I'mreferring to in particular is one
case that I'mgoing to refer to as the BTA case. And
Powder horn i nvokes that in its response brief, saying
that it cuts agai nst Marathon.

But in fact the opposite is true,
because in that case the conm ssion nmade cl ear that
that working interest control and 100 percent JOA
control by a party governs, and the record here in
this case mrrors the facts that |l ed the conm ssion to
protect that JOA and the operator in the BTA case and
that operator's rights to fully develop their own
I nterest under that JOA in order to protect
correlative rights.

As in the BTA case, where the

comm ssion found that B -- that BTA should be able to
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develop its own JOA acreage, and in that case it was
Mar at hon at the tinme, could go on and develop its own
ot her acreage that partially overl apped.

As was the case there, in this case,
Mar at hon's plan | ets each party devel op the acreage it
controls. Marathon control its JOA in the north half
of Section 2 with one mle wells, while Powderhorn
remains free to develop its acreage in the east half
of Section 3 and in the South half of Section 2.

They can go ahead and devel op, each of
them one mle wells. That's the very outcone the
conmm ssi on precedent predicts based on the underlying
cases and the precedent that the division until now
has faithfully applied.

Bet ween the two devel opnent pl ans,
only Marathon's protects the correlative rights of al
parties by allowng themto each fully develop their
own acreage that they control.

The case that they -- Powderhorn
relies on, a recent division case, in which case the
di vi sion made an adverse decision contrary to the
conm ssi on precedent is not binding, is not
authoritative, is not persuasive.

It was nerely an erroneous deci sion

entered by the comm ssion -- division, rather. That
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was chal |l enged by the adversely affected party, went
to comm ssion on de novo, but didn't actually get
heard because the parties resolved their issues. And
So it carries no persuasive rate.

On the second factor, Marathon w il

suffer immedi ate irreparable harmw thout a stay.

i f Powderhorn is allowed to go forward and drill or
under -- continue undertaking efforts to comence
drilling and even to conplete its wells, it wll

effectively perfect its rights under the chall enged
order and de facto, extinguish Marathon's operating
ri ghts under the JOA before Marathon ever gets its
statutory day before the conm ssion.

Once Powderhorn drills and conpl etes
the wells in the overl appi ng acreage, reservoir
depl eti on through parent-child effects becones
per mmnent and cannot be renedied after the
fact.

Mar at hon' s operational control under
its 1976 JOA, its contractual right to operate its
own acreage with 100 percent voluntary conm tnent wl
be effectively extinguished and the JOA itself will be
rendered a practical nullity, as the conm ssion found
in the BTA case bel ow si x years ago.

That's precisely the dilenmma the comm ssion
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confronted in the Coterra, Read & Stevens case, where
t he comm ssioners asked whether denying a stay woul d
allow wells to be drilled before a de novo hearing
woul d itself constitute harmto the objecting party.
The comm ssion answered that question by granting the
stay.

And that -- that the conm ssion
ultimately ruled in that case for the nonnovant,
Perm an or Read & Stevens, does not dimnish the
point. A stay protected the process itself, ensured
that there was a full statutory right to de novo,
And that exact -- that's exactly what Marat hon asks
for here.

Third, the bal ance of harm favors
Mar at hon. Powderhorn's clained injuries, rig
comm tments, midstream obligations, sunk costs, these
are all risks and costs that Powderhorn voluntarily
assunmed itself with full know edge that Marathon had a
de novo appeal, right, and if it continues to do so,
it's under its own risk, because we've sought this
stay.

Powder horn's on notion papers concede
that its financial conmtnents were prelimnary to
this point. Surface staking, water contracts,

t akeaway negotiations. Not the type of sunk costs
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t hat woul d outwei gh Marathon's irreversible | oss of
operating rates.

For exanpl e, Powderhorn still hasn't
filed for APDs. Ckay. They still don't have APDs.
So no harm

| f Powderhorn truly controls, as they
say in their papers, the undi sputed acreage in the
east half of Section 3 and the south half of Section
2, if they've got 100 percent voluntary commtnent, as
they say, fromall those parties, Powderhorn can go
ahead and drill under a voluntary agreenent.

They don't need to wait for the
conmm ssion or division. They can do so under a
voluntary agreenent. That's acres that we're not
di sputing. We don't own in that acreage.

As they say, they have 100 percent
comm tment and 100 percent voluntary agreenent. They
can go ahead and drill those wells. They can perfect
their term assignnment that they're worried about
expiring by drilling a single well in any of that
acr eage.

We're not disputing their right to
control it, their right to operate in that acreage.
It's solely the south -- the north half of Section 2

where we have concern.
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A stay, especially as the disputed
acreage, would preserve all the rights, especially the
rights of Marathon and its 1976 JOA.

Fourth. The public interest demands a
stay. Public interest is served by ensuring that the
di vision and the comm ssion follows its own precedent
before the state exercises its police powers and
conpul sory pooling to override a 100 percent voluntary
working interest that is operated by Marathon here.

That neans that predictability will be
served in the division's regulatory framework, so that
every operator working interest owner in New Mexico
can understand and anticipate howthis is going to
pl ay out.

Al l ow ng an order that departs from
controlling precedent to take irreversible effect
before the conm ssion cannot even review it underm nes
t hat framework

So again, the twin purposes, the main
obligations of the division and commi ssion, is to
prevent waste and protect correlative rights. And
you'll see in our papers we nake the point that New
Mexi co appellate courts have nmade and identify that
protection of correlative rights is tantanount to

preventi ng waste.
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Protect -- if correlative rights are
not protected, then waste will occur, which is
preci sely why back in 2020, when eval uating these
types of cases with partially overl apping spacing
units, the comm ssion determ ned that in such
particul ar cases, the particular category of cases
it's inperative to eval uate whose plan w |l best
protect each parties' ability to operate its own
acr eage.

And that's why they | ook at the
over | appi ng acreage to determ ne which plan best
protects correlative rights. And here, the division
didn't do that because it didn't take into
consi deration Marathon's 100 percent JOA in the north
hal f of Section 2 and instead evaluated all the
wor ki ng interest on a whole project basis based on
Powder horn's project.

So overriding Marathon's correl ative
rights by effectively nullifying its JOA is tantanpunt
to causing waste because it would not protect the
correlative rights under the JOA. Again, public
Interest is best served by ensuring that does not
happen before the comm ssion has a full and fair
opportunity to hear the merits in this case.

Finally, a couple of coments on
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Powder horn's counter-argunents. Powderhorn nmakes the
poi nt that Marathon has no rival devel opnent plan, no
affirmati ve case before the division or the

conmm ssi on, which is just not true.

Mar at hon's plan is to develop its own
JOA directly itself, and the oil and gas act in the
conm ssion's precedent get preference to a ready,

w lling, and able JOA operator over a force pooling
proposal. And that's clear when you | ook at the
statute 70-2-17, subparagraph E, which

makes cl ear that voluntary agreenents anong parties to
devel op a pool should be overridden only by the

conmm ssion or division if there can be -- if -- in
order to prevent waste.

And here, the division made no finding
t hat Marathon's proposal would result in waste or that
Powder horn's proposal is necessary to prevent waste.
That finding is mssing, and it's -- such a finding is
necessary to overcone the clear statutory directive of
the oil and gas act.

And underlying comm ssi on precedent
makes cl ear that proposals under a JOA are given equal
wei ght to a proposal under a conpul sory pooling order.
There's no difference, and the sane factors, the sane

anal ysis applies. So of course Marathon does have a
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rival devel opnent plan before this conm ssion, as it
did before the division.

Powder horn calls the 1976 JOA dor mant
and a vertical well agreenent outdated, but nothing in
its language limts it to vertical wells. It renains
active. There's no dispute that it's an active and a
valid voluntary agreenent.

It currently supports production in
t he acreage, and no party, including Powderhorn,

di sputes its legal validity. It would govern all
production fromthe acreage at hand, including

hori zontal wells. So the effort to phrase this old
JOA as dormant and not -- no longer active is just not
val i d.

We did fail to provide a proposed
order, and that was an error on our part. W did
submt one as part of our reply brief. That is a
nonsubstantive issue that can be easily renedi ed by
the -- by the commssion. | think a simlar thing
happened in the Coterra-Pern an case where the
applicant for the stay neglected to attach an
order. The comm ssion overlooked it and issued a stay
nevert hel ess.

Powder horn al so argues its term

assi gnnent deadline creates irreparable harm As |

Page 71

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



© 00 N oo 0o b~ wWw N -

N N D N NN P P P P P P PP R
o A W N P O © 00 N OO O M W N P+ O

New Mexico Oil Conservation Meeting; July 16, 2026

poi nted out, the de novo process will run its course
over tinme, regardless of the stay, and the stay does
nothing to delay the ultimte resolution of the case.
It sinply preserves Marathon's rights while the
process plays out.

As | also stated, if Powderhorn truly
has 100 percent voluntary comm tnment for the east
hal f of Section 3 and the south half of Section 2, it
can go ahead and drill wells in those tracts to
preserve and perfect its term assignnment rights.

The change in ownership, which is not
of record in the case bel ow that we understand has
occurred, often is the situation when one party
prevails at the division, parties will sign on to that
party's proposal. |t doesn't change the inpact of the
anal ysis by the comm ssi on.

Mar at hon still owns fifty-five -- over
fifty-five percent of the interest in the south --
north half of Section 2, and it still controls 100
percent of the working interest in that acreage. It
doesn't change the outconme or the analysis under prior
comm ssi on precedent one bit.

Finally, Powderhorn raises the concern
that if the conm ssion were to adopt Marathon's

argunents in this case, that a JOA sonehow supersedes
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or has controlling -- controls devel opnment and
acreage. That the commi ssion will create a perpetual
veto for every legacy JOA in the state, but the
statute that governs and gives a preference to JOAs
and voluntary agreenents, 70-2-17E of the oil and gas
act, has been around since the start of the oil and
gas act, and this has never been an issue or concern.

There's never been a rush of any kind
to weaponi ze JOAs because a JOA contract area nust be
of sufficient size to allow for horizontal wel
devel opnent and the right orientation. And that just
hasn't been the case in all that many instances. Plus
a JOA operator in order to conpete with a conpul sory
pool ing application or a proposed plan needs to show
that it's viable -- it has a plan that's viable and
ready to go under the JOA

And here, Marathon has denonstrated
that. It has APDs in place. It has -- and it is
ready and able to slot in these wells into his conpul
-- into its rig schedule.

It hasn't yet drilled the wells
because an order has issued fromthe division
desi gnati ng Powderhorn as the operator of the acreage,
and of course Marathon wouldn't do sonething contrary

to a division order. So it has chall enged that order
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here, and upon resol ution, hoping that Mrathon woul d
prevail, it is ready, able, and willing to go forward
with its drilling plan.

Comm ssion Chair and conmm ssioners,
Mar at hon satisfies all four of the factors under the
analysis, and it's likely to prevail because the
division applied the wong legal test. It faces
I rreparabl e and unrecoverable harmto its operating
ri ghts absent a stay if Powderhorn were allowed to go
forward and drill, and the bal ance of harns favors
Mar at hon because Powder horn's exposure is self-created
and manageabl e t hrough having a quick and stream i ned
heari ng before the conm ssi on.

We support having a quick hearing and
we have no interest in dragging it out.

Finally, public interest favors
adherence to establish precedent and protecting
correlative rights and ensuring that the comm ssion is
able to be deliberative in its process on de novo
cases.

We ask that the comm ssion therefore
grant the stay and allow the parties to proceed to
hearing in a tinely manner. We appreciate
consi derati on.

| ' m happy to address any questi ons.
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CHAIR CHANG. |'Il turn to the other
party at the nonment and we'll conme back for questions
all at once at the end.

MR. HOLLI DAY: Thank you, M.

Comm ssi on Chair.

So this issues -- the issues that
we' re di scussing today have been extensively briefed,
So I"'mnot going to repeat all of them | just want
to do -- | do want to visit on sone of the things M.
Ranki n has tal ked about.

Number one, the burden here is
Mar at hon's. They have to prove two things. One, they
have to follow 19-154-23, which says a stay can be
granted where it's necessary to either protect
correlative rights, prevent waste, to protect health
and environnment, which is not an issue here, or
prevent gross negative consequences.

They have to get one of those four.
We, as briefed, and |I'm happy to discuss for
guestions, we feel those factors way in favor of
Powder hor n.

Second, the New Mexico courts are
clear that in order to be granted a stay, the party
has to satisfy all four of what are commonly referred

to as Tenneco factors. That's you're likely to
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succeed on the nerits; that there's irreparable harm
to the novant; there's no harmto the nonnovant, which
is particularly at issue in this case; and there's no
harmto the public.

So as we've briefed these two
standards, we do not believe they're net. Let's just
take first the likelihood to succeed on the nerits.

If we |ook at the post -- post-order working interest
consol i dation, Powderhorn has acquired approxi mately
82 percent of the ownership in the broader Superhornet
unit that was approved by the order.

That's a pretty significant
consol i dation post order, and that's sonething that
the comm ssion in 2531 -- or 25371 specifically | ooked
to for -- as a factor in favor of Perm an Resources.
So that is a factor that we want at -- at the division
|l evel, it's only stronger in our case now.

Second, WMarathon hasn't brought forth
any new evidence at the division |level, which is the
best analog to how we think a decision would be made
in this case and the likelihood to succeed on the
merits.

Powder horn won on six of the seven
factors. This wasn't a close gane. The only factor

that they didn't win on was decided to be neutral, and

Page 76

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



© 00 N oo 0o b~ wWw N -

N N D N NN P P P P P P PP R
o A W N P O © 00 N OO O M W N P+ O

New Mexico Oil Conservation Meeting; July 16, 2026

that's prudent operatorship. And that really wasn't
much of an issue in the case.

Al right. M. Rankin relies a |ot on
the stay issued in 25371. That's the Joker-Bane case.
The facts in that case are just decidedly different
than the facts we're faced with here.

For one, the fight in that case was

over wells that the novant didn't -- did not believe
need to be drilled at all. And they said -- part of
the di scussion was once you drill a well, you can't
undrill a well, and that's what we're trying to
prevent .

In this case, the operators are
targeting the sane bench, sanme orientation, sanme
spacing. The only difference -- the only fight is, do
you drill one and a half mles laterals, and who gets
to operate. So that's the fight here.

So these -- this is not a situation
where there is an alleged harmthat can't be undone
under the provisions of the order.

Second. In that case there was
significant harmall eged by the novant. There was an
approximate 200 plus mllion dollar econom c waste
claim We don't have that here.

In fact the harmruns the other way.

Page 77

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



© 00 N oo 0o b~ wWw N -

N N D N NN P P P P P P PP R
o A W N P O © 00 N OO O M W N P+ O

New Mexico Oil Conservation Meeting; July 16, 2026

Powder horn's commtted mllions of dollars in
m dstream that would be harnmed if this stay were
gr ant ed.

And we al so have the issue of the term
expiration. W' ve talked about that. No need to
el aborate there.

There are al so other knock on effects
that would be caused -- would cause harmto
Powder horn. As a smaller operator, they have | onger
| ead tines for arranging rig contracts. Ri ght now,
the rig contracts are currently being held open
because of this stay. |If those expire, that will be
really difficult and a big challenge for Powderhorn to
over cone.

But | guess really, | want to use the
bal ance of ny tinme tal ki ng about this idea that under
72.17, that E controls that.

Number one, the division who's had

nore recent at bats at this, M. Rankin relies on, you

know, a six-year-old case, which is still valid, as
persuasi ve precedent. |It's not binding, mandatory
precedent.

But the division has | ooked at this
several tinmes, and they've cone to the sane

conclusion. They say where the JOA acreage i s one
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conponent of a broader unit, that JOA -- the fact of
t hat JOA does not bar conpul sory pooling within the
broader unit.

So there's two conponents that are at
i ssue with 72.17. One is C. C says, where there's no
agreenment to pool, the division may pool the
i nterests.

E says, where the parties have agreed
to pool, the division may only nodify on the finding
of waste.

So in this case, the acreage Marathon
has a valid JOA on is one -- conprise approximtely 30
percent of the entire proposed Powderhorn spacing
uni t.

We believe under those facts that 17
-- 72.17C control s because there is no broader
agreenent to pool Marathon's interest within that
| arger spacing unit. And that's -- that's the whole
basis of the hearing we had and that's the whol e basis
of the hearing that we won.

And we feel that if subsection E were
allowed to essentially subsune section C, this would
grant an automatic delay for every single order
granted in the state.

|f you ook at the title, npbst acreage
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that's bei ng devel oped today, including this, its

| egacy acreage in the sense that it's being held by
conventional production, it was drilled a long tine
ago, and it's subject to JOA, and we're now having to
pi eceneal smaller tracks into |arger horizontal
spacing units.

If we have sonme sort of policy or
precedent where any JOA within a broader spacing unit
Is allowed to bl ock devel opnent, we're going to be at
this -- we're going to have this fight virtually every
single tinme that we seek to pool that acreage.

What's nore, the factor of working
agai nst control there, even if we were to take M.
Ranki n's argunment that the working control only in the
over| apped acreage controls, it's one factor of seven.
It's one.

And in the BTA case that he refers to,
BTA had an overwhelmng majority. They had an 82
percent ownership in the unit. Here, Marathon has 55
percent. Powderhorn owns or controls 45 percent. So
this is not the sane case.

Then | want to go to, real briefly,
this idea that Powderhorn assuned the risk by
operating under the order.

Nunber one, they received an order.
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They waited three weeks. They started noving. As I
mentioned, the tinelines are different for a smaller
company.

If we were to operate this bl anket
rule that it's unreasonable to begin to operate under
a valid order, then | want to take a | ook at the
timeline, what that's going to do to operators.

So that neans effectively you have a
30-day stay after an order. W' ve now shrunk ny order
time from 12 nmonths to 11 nonths. | need to have a
hearing. That's another, let's call it 20 days to be
generous. Now we're 50 days into ny hearing order.

Then it gets set for a de novo. |'m
going to wait another 120 days. Then, assumi ng the
conm ssion acts quickly, we got another 30 days to
wait for a hearing. That gets us to 200 days into the
order. That |eaves us an approximte -- a little |ess
than half of the order time to -- to execute. So we
think that's bad policy and shoul d be consi dered by
t he divi sion.

Finally, under the four part Tenneco
test, again, that issue is extensively briefed and |
don't want to re-go over all of it, but I do want to
focus on one factor that we -- M. Rankin | eaves out

in his argunent. And that's factor nunber three, that
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there's no harmto the nonnovant.

In this case, we have outlined that
there will be significant harmto nonnovant. There
wll be a 2 -- potentially 2.75 mllion dollar hit on
a mdstreamdeficiency if we're not able to proceed
with devel opnment as we would like to.

Term expirenment could -- terminterest
could expire. W could |lose arig. These are al
things we would call significant harmto the nonnovant
in this case.

And finally, Powderhorn does have
APDs. They were granted this week. You
probably didn't know that, but to the extent that's a
factor.

So I'Il stand by for questions. And
we ask that the -- we ask that the notion be deni ed,
that the stay be denied.

In the alternative, if the
comm ssion's inclined to grant it, we would ask that
we would get a very narrowy tailored order that
doesn't prohibit all activities. So in the Joker-Bane
case, it enforced a mandatory shutdown of all planning
everyt hi ng here.

Here, we would ask only that the

prohi bition be agai nst spud.
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Second, we would ask for as tight of a
timeline as we can get to get the hearing, because
we're under significant time pressure here.

And third, we'd ask that the division
enforce or require of Marathon of bonds sufficient to
cover these liquidated costs that could be incurred by
Powder hor n.

Thank you.

CHAI R CHANG. Thank you.

OC -- is OCD planning to weigh in?

MR. TREMAINE: No. Wth the various
| egal argunents on conpul sory pooling cases, |'m
nmonitoring to stay abreast. We're not entered in
appear ance.

CHAI R CHANG: Thank you.

Comm ssi oner Anpomah, would you I|ike
any replies or responses fromthe counter-party, sort
of , do you have questions?

COW SSI ONER AMPOMAH: M. Chair, so
just want to be sure that we are just listening to the
stay, the notion to stay, and not necessarily the de
novo or is all conbined?

CHAIR CHANG Onh. Well, so that's a
great question.

So the way | understand it, and counsel can objective
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or advise if I'mgetting this wong, there is a stat
-- there is a automatic right to a de novo hearing,
but we're not hearing the whol e de novo heari ng.

Today, it is nerely -- but we are --
| do want to make a distinction, because | do have two
sets of -- different sets of questions.

One is on just the actual status.

Right. So the basic nechanical questions of have the
try -- parties try to nediate. Have you guys net and
conferred. |If this is to go to a hearing, how many

w tnesses. \What part of the underlying record can you
possibly stipulate to, to save us the -- you

know, save this thing fromtruly being a full-blown de
novo.

And so all of those nechani cal
guestions of what does the de novo hearing need to be,
right, in terns of the actual status conference part
of it.

And then the second part, then is the
notion for state, which | think the -- which is what
the parties have -- what we're just debating, which
Is, Is the commssion inclined to grant a stay of the
di vi sion order pending the de novo until the de novo
heari ng can occur.

COW SSI ONER AMPOMAH:  So t hen ny
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guestion to Paul Hahn will be, so M. Rankin was
tal king about the fact that -- and even you all uded
that, it's only about 30 percent overlap. |Is that --

Is that correct?

So, and then you're also saying that
I f the comm ssion decides to grant a stay, you want
it to be very narrow, but | did not get all the latter
parts, you know, the -- the conditions that were given
to the comm ssion, as to, let's say, whether if we
decide to grant a stay, it has to be within that
narrow w ndow.

So is it also your understanding that
probably PH can continue with the activities, but
let's say there will be a stay on the acreage
that is in contention.

MR. HOLLI DAY: Sure. So I'll take
those in parts. One, our -- our requests for -- to
the extent there is a stay granted, that it be narrow
Is the request that the division operate under its
di scretion. Right. That that's up to you guys, and
we fully respect that.

As to the layout of the tracts and
coul d Powderhorn operate ignoring this overl apped
acreage, the answer, we feel, is no. This was

di scussed.
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| don't want to -- | know

a hearing on the nmerits, but I think it requires sone

di scussi on, and because this was di scussed extensively

at the hearing.

This rectangle is bounded
and west by existing devel opnent already.
al ready have drai nage on both sides. Ther
devel opnent within one year to the north,
from Mewbourne, that we believe is going t
the next 12 nonths. So that's going to --

goi ng to have drai nage on east, west, and

If we were to drill, because the

parent-child question was -- there was a big question

at the -- at the hearing, if we were to dr
south half of this acreage, now the north

only Section 2, but the northeast quarter

3, it's going to be quadrupl e bounded by existing

production and then we feel |ike that coul

effectively condemm the acreage.

And so that would do two things. That
woul d, one -- now |'mnot an engineer. That's --
that's just what the -- the information | have. And

we feel that would have two things.

One, it would harmthe acreage to the

north and it could potentially strand that

this i s not

on the east
So we

e i s planned

and that --

o happen in
now we're

nort h.

ill this
hal f of not

of Section

d

nort heast
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quarter in which the State of New Mexi co owns

m neral s.

COW SSI ONER AMPOMAH:  So | i ke just
said, Marathon is also -- they have the right to a de
novo hearing, right, which we will nore or |ess hear

about all of that. So how do you square that, you
know? Because definitely if, let's say, a stay is not
granted, you go ahead and then you continue drilling.

You said a well drill cannot be
undone. Right. So definitely, don't you feel like --
don't you believe that they do have the right to de
novo? So, you know, they need to be heard, you know,
about their case.

And you al so want to argue that they

do not neet the four criterias, you know, to grant the

stay. So I'mstill trying to square that. They have
the right.

And then also you feel |ike they
do not -- they have not net the burden. So help us

under stand where the line is.

MR. HOLLI DAY: Sure. |'ll do ny best.
So we have two things at issue. One, the statutory
right to de novo. Agreed. No argunent. That there's
no argunment there.

The second woul d be the stay pending
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t he de novo hearing. That we can test and we ask that
you deny that.

There are significant -- it's an
extraordi nary renedy that you can grant to preserve
the status quo if necessary, but there's certain
consi derations that nust be nade.

One, as |'ve briefed, we have
the 19. 15. 423, one of four factors. Prot ect heal th,
correlative rights, health, all that sort of stuff.
So that's one thing. That's one hurdle that the
appl i cant or novant has to neet.

Second, New Mexi co courts have nade
clear that to inpose this extraordinary renedy, they
have to neet a four-part test. And they have to neet
all four elenments of that. And that's where we don't
feel .

So to the extent our argunent strayed
into nerits, at least frommny perspective, | don't
want to speak for Adam but to the extent | strayed
into nerits, it was to rebut the first factor of
| i kel i hood to succeed on the nerits. W feel that
Mar at hon has not carried the burden in that respect.

We also feel that there is docunented,
guantified harmto the nonnmovant. |In this case, it's

Powder hor n.
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Now t o your question of could

Powder horn go out and drill a well in the tinme before
we have a de novo hearing. | guess that's

academ cally possible. | would defer to the techni cal
experts on that. | think it's extraordinarily
unlikely froma timng perspective. And I'll just

| eave it at that.

COW SSI ONER AMPOMAH:  Then ny
follow-up will be, so you said you don't necessarily
have any problemw th the de novo hearing. Right.

You said that. But you do have a problemwth the
st ay.

Now, and then one of your argunents is
that Marathon will probably not prevail. So don't you
believe that the comm ssion needs to get the
opportunity to listen to that argunment to nake the

determ nati on whether they are not going to prevail?

MR. HOLLI DAY: Sorry. | said that --
| said they have a statutory right to a de novo
appeal. | don't think we agree that we shoul d have
one. But that -- that's the -- we're starting to --
we're cutting -- we're cutting (indecipherable) in
t here.

As to the stay, | think our -- our

ask, again, is that it be denied, and if it is
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granted, we ask that to be narrowmy tailored so that
we can continue to plan, because we do feel that we
wi ||l succeed on de novo heari ng.

We feel that Powderhorn shoul d be
allowed to -- within the comm ssion's discretion, to
do all activities short of spud, so that we're not
prohi bited from negotiati ng contracts, takeaway,
ordering casing, inspecting casing. Just all the
things that go into drilling a well.

In the order that was issued in 25371,
it was a full stand-down. Nothing -- no action could
be taken at all, pending the de novo appeal. That
woul d be really restrictive.

| wal ked through that tinmeline of what
that practically is going to |look |ike for Powderhorn.
Even if we succeed on the nerits at de novo appeal,

t hat de novo appeal does not stay the order. So now
we' ve shrunk down our tinme to performto 165 days from
365 days.

So we ask only that the order be
narromy tailored to prevent the -- if the concern is
Pu and wells in the ground, that we feel that the
order should be directed solely at that and not
broadly to prevent all planning activities.

CHAIR CHANG. Just to follow up on
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that tineline thing. If a de novo hearing -- well, a
de novo hearing nust be granted because there's a
statute -- or there's areg -- | can't renmenber
whether it's a statute or regulation. But either way,
there's a rule requiring that.

Under de novo, though, wouldn't the
comm ssion be able to issue a new 12-nmonth tineline?
Because woul dn't the de novo wi pe away what the
division did and including that tineline and be able
to give you that -- a full 12 nonths when the
comm ssion did issue an order on the de novo?

MR. HOLLI DAY: | suppose it could. In
this case, the facts are a little different because
Mar at hon's not putting forth a conpeting plan.

They're standing on the JOA acreage. W're standing
on the order that was granted.

| mean, that would certainly be
sonet hing we would ask to the extent it's not
automatically granted.

CHAIR CHANG. Thank you. And did
either party file a map of these contested acreages,
by any chance? Because |'m having a hard tinme finding
one, and I'mreally having a hard tinme tracking which
acres are which.

MR. RANKI N: Under st ood. | believe,
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M. Chair, that in the reply brief there is inserted
i n one of the pages a denonstrative that shows how the
acreage i s oriented.

Unfortunately, |I did -- | left those
pil es of paper behind. But it's --

CHAIR CHANG On page 9, it's -- okay.
| think I know. |[It's not an attachnment. It's -- it's
sort of -- it's in the actual body, like a --

MR. RANKIN: Inserted imge.

CHAIR CHANG Is that -- is that --

MR. RANKIN: Figure 1 on the reply
brief.

CHAI R CHANG. Ckay.

MR. RANKIN: | think is what | called
it. And it shows where the orientation of the
contested acreage being the north half of Section 2.
And | can't tell you the township or range. How that
Is situated within the greater Powderhorn proposed
Super hornet, which would conprise all of Section
2 and the east half of Section 3. The north half
bei ng approximately 320 acres.

A. So Marathon is -- so the blue on your nap,
whi ch you're not |ooking at, so | don't even know if
this is going to make any sense to you, but the --

|'"m assumng this is north, south, east, west
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ori ent ed.

So the eastern acres, Marathon has no
I nterest.

MR. RANKIN: So the -- would you m nd
flipping it so |l could see it real fast, Conm ssioner
Chair. Yeah. So it's the north half of -- yeah, that
woul d be --

CHAI R CHANG: You were --

MR. RANKIN: That's Powderhorn's
I nterest right there.

CHAIR CHANG. And Marat hon, no
I nterest.

MR. RANKIN: We have no ownership in
t here.

CHAI R CHANG.  Ckay.

MR. RANKIN: Don't care about

CHAI R CHANG  Okay.

MR. RANKIN: And the south half, the
red acreage --

CHAI R CHANG.  Says.

MR. RANKI N: -- which says Devon, is
now Powder horn. When that exhibit was made, we -- it
was unknown to us that Devon and Powder horn had made

an agr ee.
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CHAIR CHANG  Cot it.

MR. RANKIN: So now both the south
hal f of Section 2 and the east half of Section 3 are
controll ed by Powderhorn. And we do not contest that
acreage one bit.

CHAI R CHANG  Ckay.

MR. RANKIN: And so all that is --
contested is this -- the north half of Section 2,
whi ch constitutes Marathon's JOA acreage.

CHAIR CHANG |Is that your
under st andi ng as wel | ?

MR. HOLLI DAY: Yes. That's correct.
And there's -- to the extent there needed -- there's a
pl ethora of plats in the underlying exhibits for the
-- for the hearing.

CHAIR CHANG  Okay. | think what
Conm ssi oner Anponmah and | are struggling with is --
and we've struggled with this in previous cases, is
that the standards -- a stay is indeed an
extraordi nary renedy and the factors for a stay are
phrased in sonmewhat stringent terns.

On the other hand, if we don't grant a
stay and there ends up being sone -- or there is
devel opnent, it becones really, really difficult, to

Dr. Anmpomah's point, to try to unwi nd or renedy shoul d
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the comm ssion cone to a different conclusion. Right?

So | think we're trying to figure out
t he nost prudent way to thread that needl e here.

Do you have any...? | interrupted you
earlier, Conmm ssioner Anmpomah. Did you have any
further questions for either party at this point?

COW SSI ONER AMPOMAH: M. Chair, | do
not. | do not.

CHAIR CHANG. Gkay. | think the point
to be, you know, if we were to go ahead and grant any
sort of stay, to be as narrow as possible is fair, we
certainly want to be as -- as judicious as we can with
how we proceed.

So let m -- and I'm-- | think both
of us are still trying to figure out howto -- howto
handl e the stay issue. But let me turn to the actual
underlying, just sort of the pragmatic matters as to
what the de novo is | ooking |ike.

Coul d you, each party, advise on sone
of the just procedural nmechanics of what we're | ooking
at in terns of the de novo hearing?

MR. RANKI N: M. Chair, Adam Ranki n.
"Il step in first.

M. Holliday and | have not yet fully
di scussed. At a high level, | indicated to him
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w t hout conferring fully with the client, that | think
there's a lot of things we can stipulate to.

This is primarily a | egal issue, which
Is why we didn't present any new evi dence in our
notion for stay. |It's primarily an argunent that the
di vi sion m sapplied conm ssion precedent and the
requi renments of the oil and gas act.

So | think nmuch of what we can -- that
was addressed and presented bel ow can be stipul at ed
to. There's sone updates, | think, as to ownership
i nterests. There may be sone issues regarding
devel opnent plans and engi neering that we would want
to make an effort to clarify, that we think the
di vi si on m sunder st ood.

But otherwise, | think we can -- we
can certainly get this done in a day. | think there's
not hing that would prevent us fromgetting this full
hearing done in a single day. And Marathon's interest
here is to try to nake -- to streanline the process,
to satisfy any -- any concerns from Powderhorn or the
division -- or conm ssion, rather, about inpairnment or
harm or del ay.

So that's nunber one. So | think we,
| think probably we would need three witnesses just to

touch on those issues, but | think nuch of it can be
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stipulated to. So | think the testinony would be
fairly streanlined.

We'd be happy to submit witten
testinony, which we think would also curtail tine
on the stand and nmake cross nore efficient. And then
al so, we're happy to have a hearing as soon as
possi bl e.

Anot her point that you brought up, M.
Chair, was whether the parties had yet conferred or
attenpted to neet resolution -- make resolution. The
fact is, not yet. | can say for ny client that
they're open to it. They're hoping to engage
di scussi ons.

| think we need to get the stay issue
out of the way first before -- before we engage in
di scussions. But | can say that | believe that at
| east for Marathon's part, there's opportunity for
di scussi ons of potential resol ution.

CHAIR CHANG. M. Holli day.

MR. HOLLI DAY: 1'll agree with sone of
what M. Rankin said. Do we -- we have conferred on a
hi gh level. Powderhornis willing to take efforts to

stream ine issues at the hearing, at the de novo, that
t hat perhaps we can agree to.

| woul d push back a little bit on the
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i dea that it could be conducted in one day. | think,
| mean, this is a full-blown de novo hearing. We're
going to want to present all our evidence and all our
nonsti pul ated evi dence and witnesses and things |ike
t hat .

So | just, I want to push back on
expectations there a little bit.

The second is the -- we feel that the
negotiation posture in this case, from Powderhorn's
perspective, they've made nultiple offers, sonewhere
i n the nei ghborhood of north of 15 offers, and there
hasn't been a single counteroffer. So we have nmade --
| think we've exhausted what we're willing to offer.

Qur request would be that -- and this
is a matter, | know, for M. Rankin and | to talk
about. Qur request would be et us know what's in the
bal | park of acceptable, and then we can work with
t hat, because from Powderhorn's perspective, a | ot of
t hi ngs have been proffered and nothing has been -- we

haven't received any feedback other than no.

So | think thereis a willing to neg
-- negotiate willingness to negotiate. | appreciate
M. Rankin and Marathon's willingness to do this on a

tight tineline.

Happy to answer any questions if you
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have nore.

CHAIR CHANG  Fair enough. So from
the comm ssion's perspective -- I'Il just speak for
mysel f, but | think Conm ssioner Anpomah will agree

with me, that from our perspective, the nore that you
guys -- the parties can resolve the issues, the
happi er the commi ssion is with

everybody, and the less |likely the conm ssion is being
put in the position of making everybody unhappy.

So certainly we -- whatever we can do
to encourage your respective clients to -- to talk to
each other and try to be -- and try to resolve these
| ssues on -- on their own w thout the conm ssion's
i ntervention, we certainly will be happy to do
what ever we can to encourage that. Nunber one.

Nurmber two. | hear you on the -- on
the fact that you may want to -- a de novo, you're
correct, as, you know, it formally w pes away the
original underlying hearing and sort of requires --
but the nore that you're -- you're -- the parties are
wlling to stipulate to the existing underlying record
and sinply inport that as the factual record to the
comm ssion so that we can treat this nore |like a
record review, with | ess new evidence, the faster we

can get -- we can get you on the books for a hearing.
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Right? So the faster we can hel p your
client get resolution on this and get finality on
this. So | would encourage, if a witness has already
stip -- has already testified at the -- at the
division |level, to see how however nuch of that
testinmony that the parties can stipulate to
si nply adopt.

Especially since -- again, speaking
only for nyself. | don't know that this is a forml
position of the comm ssion, but a witness's prior
i nconsi stent testinony could be used for inpeachnent.
So it would seemto ne like there is sone benefit to

adopti ng what they've already said as opposed to

creating -- creating an additional record.
So that said, | know the facts can
change and things |ike parties, ownership facts -- or

underlying facts may have changed since the division
case. So if you need to put new factual evidence into
the record, that's certainly -- certainly allowable.
So, okay. | know M. Rankin has said
he's got hopefully three or | ess wtnesses that he's
t hi nki ng about presenting.
Do you have a -- M. Holliday, do you
have a sense of how many wi tnesses you nmi ght need?

VR. HOLLI DAY: | would assune we woul d
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have the sane three --
CHAI R CHANG  Okay.

MR. HOLLI DAY: -- at the hearing.
Yes, sir.

CHAI R CHANG. Ckay. Conmm ssioner
Amponmah, do you want to -- do you -- you ready to have
an opinion on the stay and/or the -- or any other

| ssues related to how we want to organize this

heari ng?

COW SSI ONER AMPOMAH:  Yes, M. Chair,
| do have opinion, and it still goes back to the fact
that, let's say Paul Hahn is saying that -- Paul Hahn
I's saying that Marathon will not prevail, let's say,

even in the de novo. Right. So | want to see the
evi dence as to why they believe that Marathon will not
prevail even in the de novo.

So with that, | am |l eaning towards
nore or less granting the stay to know whet her they
neet all the four, you know, during the -- the de novo
heari ng.

O her than that, we nore or | ess mss
t he opportunity to also listen to their portion of the

situation. So |I'm | eaning towards granting the stay,

pendi ng the discussions with the -- pending the de
novo hearing, and |I'm open to also discuss -- and if
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we want to make it nore narrow to mnim ze the inpact,
"' m hoping to that as well.

Thank you.

CHAIR CHANG. | feel -- yeah. Ckay.
So | think we're all on the sanme page of trying to --
to mnimze the -- to grant sonme sort -- so to
m nimze potential harmto -- to both potential --
both litigants here, | think we're going to grant a
very -- we're going to grant as limted of a stay as
possi ble to preserve as much of -- of Powderhorn's
ability to keep -- keep -- to prevent as nuch inpacts
to Powder horn as possible by the -- by the de novo
pr oceedi ngs.

And we are also -- but we're also
going to see if we can provide a very -- sone sort of
narrow scope of a stay so that we also don't create an
unwi ndabl e mess to the extent possible for -- for |
want to say Goodnight, but it's not Goodnight --
Mar at hon.

Okay. | think that will take a little
bit of wordsm thing and thinking on ny part. So |
don't know that | have anything to announce ri ght
away, but I will run a draft past ny fell ow
conm ssioners and we'll take -- or, go ahead.

MR. RANKI N: If I may, M. Chair and
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conmm ssion -- Conmm ssioner Anmpomah. Just to address
t hat point.

As we stated in the briefing, and |'I|
say here again, that, you know, the point of this de
novo is to protect Marathon's interests in its JOA,
which is [imted to the north half of Section 2. W
have no di spute and no basis to contend that
Powder horn doesn't have the right or ability to go
forward with devel opnent el sewhere on those tracts.

And as based on their own
representati ons, they have 100 percent of the interest
and control on those tracts, and if that's the
case, and they should be and probably -- and could
under voluntary agreenent proceed with that -- that
wor k towards that acreage, even in the event they | ose
at de novo.

The work that they've done woul d not
be in vain, would go towards the devel opnent and
drilling of those tracks. And so, again, that weighs
against their harms. But that is the kind of thing
that | think is appropriate here.

We just don't want to have anything
that would inpair Marathon's ability to develop its
own acreage at this point, and ask that in terns of a

narrow stay, it just preserve the status quo as to the
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north half of Section 2.

CHAI R CHANG. Il will -- thank you.

And | will do nmy best to draft it as geographically,
tenmporally, and specific activity wise. [|'Il draft
sonet hing as narrow as | think the comm ssion -- and
the comm ssion takes that -- takes both your points
that we're trying to be as careful as possible to
prevent -- or to mnimze inpacts to both to -- to
both parties.

And | am happy to commt to working
with our conmm ssion clerk and respective counsels to
try to get the de novo hearing -- to get to the actual
hearing on the nerits of the de novo as quickly as
possi ble. Qur docket is a little full, but I'msure
we can find sonme way to make that happen sooner rather
than later for all parties.

Go ahead.

MR. RANKIN: On that point, M. Chair,
shall the parties confer with comm ssion clerk to
determ ne potential avail able dates after this
heari ng?

CHAIR CHANG. Yes. | think that m ght
be the best way to go about it since -- yeah, that
that's probably the best way to go about it.

And |, again, once again, encourage
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both parties to try to settle. You know, even if you
don't settle all of the issues, if there's any -- |
know a lot of this is legal. So it is what it is.

But the nore that you guys are even
able to agree to stipulate on any factual issues,
anything that can help us min -- it's just eas --
putting it out there that it's easier to cal endar a
one-day hearing for the commssion than it is to try
to calendar a three-day hearing. Right. Just trying
to find three days on the calendars of all three of
our nmenbers is nore chall enging than one.

So the npbre, the better, and | think
t he comm ssi on highly encourages the parties to at
| east nmeet and confer. And we'll do our best to also
schedul e sonmet hi ng as qui ckly as possi bl e.

Okay. And with that, | think the -- |

have sonme general instructions on howto wit -- or
what to do about the stay. |'mgoing to draft up
sonething and then I'll send it around to the

comm ssi on and commi ssi on counsel to review.
But as of -- but for today's purposes,
we'll take the notion on this day under advi senent.
OCkay. Thank you all very nuch.
That concl udes the cases in front of

UsS. Conmm ssi oners, are there any other business to
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di scuss, that you would |like to discuss?

COW SSI ONER AMPOVMAH:  Not from ny
si de.

CHAI R CHANG. Comm ssioners -- thank
you to the parties -- is there any interest in going
into a closed session to discuss pending litigation
matters or would you prefer to wait with Comm ssioner
Bl oom for that discussion?

COW SSI ONER AMPOVAH:  Yeah. So t hat

was ny attenpts to discuss, but I'mnot sure -- since
Comm ssioner Bloomis not here, I'"'mnot sure. So |I'm
just on the fence. |'mnot sure. By the tinme too,

because our next neeting is going to be July 27th and
a all full week.

So even I'm-- |I'"mwondering if it's
possi bl e we can squeeze sone tinme in within that
to get Conm ssioner Bl oom here so we can get into
cl ose session to discuss that.

CHAI R CHANG.  Ckay.

COW SSI ONER AMPOMAH: I f we have tine
for that.

CHAIR CHANG Okay. |If that's -- any
obj ections fromthe comm ssion counsel ?

MR. SCHANDLER: No obj ecti on.

CHAI R CHANG In that case, | think
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"1l take the -- | agree with the advice. So I'm
going to ask our comm ssioner clerk to try to put a
speci al on our calendars as quickly as possible. Wen
Comm ssioner Bloomis -- all three of us are avail able
-- well, all four, with our comm ssion counsel, so
that we can get a litigation update in closed session
wi th comm ssion counsel.

And that we'll nmake a quick
announcenent that the next -- the next neeting of the
OCC that's currently calendared is the special OCC
nmeeting on July 27th, 2026.

And with that, I'lIl take a motion to
adj ourn.

COW SSI ONER AMPOMAH: | nove that our
neeting gets to a cl ose.

CHAIR CHANG. Thank you. | wll
second that. And w thout objection, hearing no
obj ection, we're adjourned.

Thank you all very nuch.

(Proceedi ngs concl uded.)

(END OF TRANSCRI PTI ON)
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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
court reporting services, and maintains its neutrality
and independence regardless of relationship or the
financial outcome of any litigation. Veritext requires
adherence to the foregoing professional and ethical
standards from all of its subcontractors in their

independent contractor agreements.

Inquiries about Veritext Legal Solutions'
confidentiality and security policies and practices
should be directed to Veritext's Client Services
Assoclates indicated on the cover of this document or

at www.veritext.com.
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