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STATE OF NEW MEXI CO

ENERGY, M NERALS AND NATURAL RESOURCES DEPARTMENT
O L CONSERVATI ON DI VI SI ON

SANTA FE, NEW MEXI CO

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

APPLI| CATI ON OF MATADOR

PRODUCTI ON COMPANY FOR
COVPULSORY POOLI NG, LEA COUNTY,
NEW MEXI CO.

AMENDED APPLI CATI ON OF MATADOR
PRODUCTI ON COMPANY FOR
COMPULSORY POOLI NG, LEA COUNTY,
NEW MEXI CO.

APPLI CATI ON OF E. G L. RESOURCES,
I NC, FOR COMPULSORY POOLI NG I N
LEA COUNTY, NEW MEXI CO.

DOCKET NO.
07-23 OCD

CASE NO.
21683, 21685

CASE NO.
22103-22104

CASE NO.
22083- 22084
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APPLI CATI ON OF MEVWBOURNE O L
COMPANY TO REVOKE OR MODI FY THE
I NJECTI ON AUTHORI TY GRANTED
UNDER ORDER NO. R-10139 FOR THE
STATE MA COM NO. 1 OPERATED BY
ENDEAVOR ENERGY RESOURCES, LP,
EDDY COUNTY, NEW MEXI CO.

APPLI CATI ON OF XTO ENERGY | NC.
FOR APPROVAL OF A NON- STANDARD
VELL LOCATI ON, LEA COUNTY,

NEW MEXI CO.

APPLI CATI ON OF BTA O L
PRODUCERS, LLC TO RESCI ND
APPROVAL OF FOUR APPLI CATI ONS
FOR PERM TS TO DRI LL | SSUED TO
TEXAS STANDARD OPERATI NG NM LLC,
LEA COUNTY, NEW MEXI CO.

APPLI CATI ON OF ClI MAREX ENERGY
CO. FOR A HORI ZONTAL SPACI NG
AND PRORATI ON UNI' T AND
COMPULSORY POOLI NG, LEA COUNTY,
NEW MEXI CO.

CASE NO.
23042

CASE NO.
23425

CASE NO.
23426

CASE NO.
23448- 23455
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APPLI CATI ON OF MEVWBOURNE O L
COMPANY FOR COMPULSORY POOLI NG,
LEA COUNTY, NEW MEXI CO.

APPLI CATI ON OF MEVWBOURNE O L
COVPANY FOR COMPULSORY POOLI NG,
EDDY COUNTY AND LEA COUNTY,
NEW MEXI CO.

CASE NO.
22161-22164

CASE NO.
22423-22426

APPLI CATI ON OF V-F PETROLEUM CASE NO.
| NC. FOR COMPULSORY POOLI NG AND 23254- 23255
APPROVAL OF A NON- STANDARD
SPACI NG UNI' T, EDDY COUNTY,
NEW MEXI CO.
APPLI CATI ON OF COG OPERATI NG LLC CASE NO.
FOR COMPULSORY POOLI NG, EDDY 23303- 23304
COUNTY, NEW MEXI CO.
APPLI CATI ON OF MARATHON Ol L CASE NO.
PERM AN LLC FOR COMPULSORY 23348
POOLI NG, EDDY COUNTY,
NEW MEXI CO.
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APPLI CATI ON OF ClI MAREX ENERGY
CO. TO AMEND ORDER NO. R-22198
FOR A ONE- YEAR EXTENS|I ON OF THE
VELL COMVENCEMENT DEADLI NE,
EDDY COUNTY, NEW MEXI CO.

APPLI CATI ON OF MRC PERM AN

COMPANY FOR APPROVAL OF AN

OVERLAPPI NG HORI ZONTAL WELL
SPACI NG UNI' T AND COMPULSORY
POOLI NG, EDDY COUNTY,

NEW MEXI CO.

APPLI CATI ON OF MEVWBOURNE O L
COVPANY FOR COMPULSORY POOLI NG,
EDDY COUNTY, NEW MEXI CO.

APPLI CATI ON OF LEGACY RESERVES
OPERATI NG LP FOR A HORI ZONTAL
SPACI NG UNI' T AND COMPULSORY
POOLI NG, EDDY COUNTY,

NEW MEXI CO.

CASE NO.
23379

CASE NO.
23367

CASE NO.
23397-23398

CASE NO.
23403- 23404
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APPLI CATI ON OF STEWARD ENERGY
I, LLC FOR COMPULSORY POOLI NG,
LEA COUNTY, NEW MEXI CO.

APPLI CATI ON OF COLGATE

OPERATI NG, LLC TO POOL

ADDI TI ONAL | NTERESTS UNDER
ORDER NO. R-22179, EDDY COUNTY,
NEW MEXI CO.

APPLI CATI ON OF SI LVERBACK
OPERATING |1, LLC FOR
COVPULSORY POOLI NG, EDDY COUNTY,
NEW MEXI CO.

APPLI CATI ON OF MRC PERM AN
COMPANY FOR APPROVAL OF AN
OVERLAPPI NG HORI ZONTAL WELL
SPACI NG UNI' T AND COMPULSORY
POOLI NG, LEA COUNTY, NEW MEXI CO.

CASE NO.
23413

CASE NO.
23421- 23423

CASE NO.
23424

CASE NO.
23417- 23418
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APPLI CATI ON OF OXY USA I NC. FOR
APPROVAL OF A 1,279. 16- ACRE
NON- STANDARD HORI ZONTAL WELL
SPACI NG UNI' T AND COMPULSORY
POOLI NG, LEA COUNTY, NEW MEXI CO.

APPLI CATI ON OF MEVBOURNE O L
COMPANY TO AMEND ORDER NO.
R-22069, LEA COUNTY, NEW MEXI CO.
APPLI CATI ON OF MEWBOURNE O L
COMPANY FOR COMPULSORY POOLI NG,
EDDY COUNTY, NEW MEXI CO.

APPLI CATI ON OF MEVWBOURNE O L
COVPANY FOR COMPULSORY POOLI NG
AND APPROVAL OF A NON- STANDARD
SPACI NG AND PRORATI ON UNI T,
LEA COUNTY, NEW MEXI CO.

APPLI CATI ON OF MEVWBOURNE O L
COVPANY FOR COMPULSORY POOLI NG
AND APPROVAL OF UNORTHODOX WELL
LOCATI ONS, EDDY COUNTY,

NEW MEXI CO.

CASE NO.
23428- 23429

CASE NO.
23405

CASE NO.
23406- 23407,
23419- 23420

CASE NO.
23409

CASE NO.
23445- 23446
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APPLI CATI ON OF MEWBOURNE Ol L CASE NO.
COMPANY FOR COMPULSORY POOLI NG 23447
AND APPROVAL OF A NON- STANDARD
SPACI NG AND PRORATI ON UNI T,
EDDY COUNTY, NEW MEXI CO.
APPLI CATI ON OF WHI PTAI L CASE NO.
M DSTREAM LLC FOR A HEARI NG ON 22782
AND APPROVAL OF | TS REMEDI ATl ON
AND CLOSURE PLAN, APPLICATION ID
NO. 61609, | NCIDENT I D NO.
NAPP2125652492, RI O ARRI BA
COUNTY, NEW MEXI CO.
APPLI CATI ON OF HI LCORP ENERGY CASE NO.
COMPANY TO AMEND ORDER NO. 23438
R- 10385, SAN JUAN COUNTY,
NEW MEXI CO.
APPLI CATI ON OF ARMSTRONG ENERGY CASE NO.
CORPORATI ON FOR SPECI AL POOL 23393
RULES AND REGULATI ONS FOR THE
REEVES; DEVONI AN POOL, LEA
COUNTY, NEW MEXI CO.
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APPLI CATI ON OF OXY USA INC. TO CASE NO.
AMEND ORDER NO. R-22101 TO 23427
EXPAND THE APPROVED CLOSED LOOP

GAS CAPTURE | NJECTI ON PI LOT

PROJECT AREA, ADD ADDI Tl ONAL

| NJECTI ON WELLS, | NCREASE THE

MAXI MUM ALLOWABLE SURFACE

| NJECTI ON PRESSURE, EXTEND THE

PI LOT PROJECT FOR TWO YEARS,

AND DI SMI SS ORDER NO. R-22102,

LEA COUNTY, NEW MEXI CO.

VI DEOCONFERENCE HEARI NG

DATE: Thur sday, April 6, 2023
T1 ME: 9:16 a. m
BEFORE: Hearing Exam ner Bill Brancard

Techni cal Exam ner John Garci a

Techni cal Exam ner John Harrison

Techni cal Exam ner Dean McCl ure
L OCATI ON: Remot e Proceedi ng
Santa Fe, NM 87501
REPORTED BY: Dana Fulton, Notary Public
JOB NO. : 5528859
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A PPEARANZCES
ALSO PRESENT:

Mar |l ene Salvidrez, Host
Adam Rankin, Participant
Earnest Padilla, Participant
James Parrot, Participant
Darin Savage, Participant
Sharon Shaheen, Participant
Deana Bennett, Participant
Jackie McLean, Participant
Jim Bruce, Participant

Bet h Ryan, Participant
Paul a Vance, Participant
Ben Holliday, Participant

Jesse Tremaine, Participant
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I NDEX

W TNESSES: DX CX RDX RCX
STEPHEN JANACEK

By M. Rankin 208
JARED ROUNTREE

By M. Rankin 283
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EXHI BI TS
NO. DESCRI PTI ON | D/ EVD
Mewbourne O | Conpany (Cases 22423, 22424, 22425 and
22426) :
Exhibit 1 Unknown 44/
Exhibit 2 Unknown 44/
Exhi bit 3 Affidavit of Charles Crosby 44/
Exhibit 4 Affidavit of Notice 44/
Exhibit 5 Af fidavits of Publication 44/
(Exhi bits retained by counsel.)
NO. DESCRI PTI ON | D/ EVD
V-F Petroleum Inc. (Cases 23254 and 23255)
Exhi bit A Land Professional's Testinony
And Rel ated Land Exhibits 53/ 57
Exhi bit B CGeol ogy Testinony and
Exhi bits 53/ 57
Exhi bit C Sel f-Affirmed Statenment of
Dana Har dy 53/ 57
(Exhi bits retained by counsel.)
Page 11
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company

WWWw.veritext.com



© 00 N oo o b~ W N P

N R N N R R N N =
o A W N P O © 0O N O 0o &~ W N +—» O

NO. DESCRI PTI ON | D/ EVD
COG Operating LLC (Cases 23303 and 23304)

Exhi bit A Land Professional's Testinony
And Rel ated Land Exhibits 62/ 66
Exhi bit B CGeol ogy Testinony and

Exhi bits of Andrew Fl etcher 62/ 66
Exhi bit C Noti ce Testi nony 62/ 66

(Exhi bits retained by counsel.)

NO. DESCRI PTI ON | D/ EVD
Mar at hon O | Perm an LLC (Case 23348)

Exhi bit A Compul sory Pooling Checklist 72/76
Exhi bit B Decl aration of Farley Duvall 72/76
Exhi bit C Decl aration of Greg

Bur at owsKi 72/ 76

(Exhi bits retained by counsel.)

NO. DESCRI PTI ON | D/ EVD
Ci marex Energy Co. (Case 23379)

Exhi bit A Hearing Notice 79/ 80
Exhibit B Decl aration of John Cof f man 79/ 80

(Exhi bits retained by counsel.)
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NO.

MRC Perm an Conpany (Case 23367)

Exhibit A
Exhi bi t

B
Exhibit C
Exhibit D

E

Exhi bi t

Exhi bit F

NO.

Mewbourne O| Conmpany (Cases 23397 and 23398)

Exhi bit A

Exhi bit B

Exhi bit C

Exhibit D

DESCRI PTI ON | D/ EVD

Copy of Application 83/ 85
Compul sory Pooling Checklist 83/85
Affidavit of Hanna Bol | enbach 83/ 85
Af fidavit of Dan Brugi oni 83/ 85
Sel f-Affirmed Statenment of

Notice 83/ 85
Affidavit of Notice of

Publ i cati on 83/ 85

(Exhi bits retained by counsel.)

DESCRI PTI ON | D/ EVD

Self-Affirmed Statenment of

Tyl er Jolly 89/ 95
Sel f-Affirmed Statenment of

Tyler Hill 89/ 95
Self-Affirmed Statenment of

Noti ce 89/ 95
Affidavit of Notice of

Publ i cation 89/ 95

(Exhi bits retained by counsel.)
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NO. DESCRI PTI ON | D/ EVD
Legacy Reserves Operating LP (Cases 23403 and 23404)
Exhibit A Pool i ng Checkl i st 100/ 102
Exhibit B Appl i cations 100/ 102
Exhi bit C Affidavit of Taylor Thoreson 100/102
Exhibit D Af fidavit of John Stewart 100/ 102
Exhibit E Noti ce Affidavit 100/ 102
Exhibit F Affidavit of Publication 100/ 102
(Exhi bits retained by counsel.)
NO. DESCRI PTI ON | D/ EVD
Steward Energy |1, LLC (Case 23413)
Exhibit A Land Professional's Testinony 105/ 109
Exhibit B Geol ogy Testinony of Shane
Seal s 105/ 109
Exhibit C Noti ce Testi nony 105/ 109
(Exhi bits retained by counsel.)
NO. DESCRI PTI ON | D/ EVD
Col gate Operating, LLC (Cases 23421, 23422, and 23423)
Exhibit A Land Professional's Testinony 112/116
Exhibit B Noti ce Testi nony 112/ 116
(Exhi bits retained by counsel.)
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NO. DESCRI PTI ON | D/ EVD
Silverback Operating I, LLC (Case 23424)
Exhi bit A Self-Affirmed Statenent Larry

Coshow 122/ 126
Exhibit B Self-Affirnmed Statenment of

Nat hani el G | bertson 122/ 126
Exhibit C Sel f-Affirmed Statenment of

Notice 122/ 126

(Exhi bits retained by counsel.)

NO. DESCRI PTI ON | D/ EVD
MRC Perm an Conpany (Cases 23417 and 23418)
Exhibit A Copy of Applications 130/ 132
Exhi bit B Compul sory Pooling Checklist 130/132
Exhibit C Affidavit of David Johns 130/ 132
Exhibit D Af fidavit of Bl ake Herber 130/ 132
Exhi bit E Sel f-Affirmed Statenment of

Noti ce 130/ 132
Exhi bit F Affidavit of Notice of

Publ i cation 130/ 132

(Exhi bits retained by counsel.)
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NO. DESCRI PTI ON | D/ EVD
OXY USA Inc. (Cases 23428, 23429)
Exhi bit A Application Checklists 141/ 148
Exhi bit B Copy of Application 141/ 148
Exhibit C Self-Affirnmed Statenment of

Amber Del ach [ ph] 141/ 148
Exhibit D Sel f-Affirmed Statenment of

Dani el Burnett 141/ 148
Exhi bit E Affidavit of Ms. Chaka [ph] 141/ 148
Exhi bit F Affidavit of Notice of

Publ i cati on 141/ 148
Exhibit G Affidavit of Notice 141/ 148

(Exhi bits retained by counsel.)

NO. DESCRI PTI ON | D/ EVD
Mewbourne O | Conpany (Case 23405):
Exhibit 1 Application and Proposed

Noti ce 152/ 153
Exhi bit 2 Affidavit of Brad Dunn 152/ 153
Exhibit 3 Affidavit of Notice 152/ 153
Exhibit 4 Affidavits of Publication 152/ 153

(Exhi bits retained by counsel.)
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NO.

Mewbour ne O |

DESCRI PTI ON
Conmpany (Case 23406):

| D/ EVD

Exhibit 1 Pool i ng Application and
Noti ce 156/ 157
Exhibit 2 Affidavit of Brad Dunn 156/ 157
Exhi bit 3 Affidavit of Tyler Hill 156/ 157
Exhibit 4 Affidavit of Notice 156/ 157
Exhi bit 5 Affidavit of Publication 156/ 157
(Exhi bits retained by counsel.)
NO. DESCRI PTI ON | D/ EVD
Mewbourne O | Conmpany (Case 23409):
Exhibit 1 Application and Proposed OCD
Notice 162/ 163
Exhibit 2 Affidavit of Landman 162/ 163
Exhibit 3 Affidavit of Jordan Carroll 162/ 163
Exhi bit 4 Affidavit of Notice 162/ 163
Exhi bit 5 Affidavit of Publication 162/ 163
(Exhi bits retained by counsel.)
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NO.

Mewbour ne O |

DESCRI PTI ON

Conmpany (Cases 23419 and 23420):

| D/ EVD

Exhibit 1 Application and Proposed
Noti ce 166/ 170
Exhibit 2 Affidavit of Mtch Robb 166/ 170
Exhi bit 3 Affidavit of Charles Crosby 166/ 170
Exhibit 4 Affidavit of Notice 166/ 170
Exhibit 5 Affidavit of Publication 166/ 170
(Exhi bits retained by counsel.)
NO. DESCRI PTI ON | D/ EVD
Mewbourne O| Conpany (Cases 23445 and 23446):
Exhibit 1 Application and Proposed
Notice 177/ 179
Exhibit 2 Affidavit of Landman 177/ 179
Exhi bit 3 Affidavit of Geol ogi st 177/ 179
Exhi bit 4 Affidavit of Notice 177/ 179
Exhi bit 5 Affidavit of Publication 177/ 179
(Exhi bits retained by counsel.)
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NO. DESCRI PTI ON | D/ EVD
Mewbourne O | Conpany (Case 23447):
Exhibit 1 Application and Proposed
Noti ce 182/ 184
Exhibit 2 Affidavit of Landman 182/ 184
Exhi bit 3 Affidavit of Charles Crosby 182/ 184
Exhibit 4 Affidavit of Notice 182/ 184
Exhibit 5 Affidavit of Publication 182/ 184
(Exhi bits retained by counsel.)
NO. DESCRI PTI ON | D/ EVD
Armstrong Energy Corporation (Case 23393):
Exhibit A Testinmony of Kyle Al pers 194/ 205
Exhi bit B Testi mony of Kel sey Garner 194/ 205
Exhibit C Noti ce Testi nony 194/ 205
(Exhi bits retained by counsel.)
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NO. DESCRI PTI ON | D/ EVD
OXY USA Inc. (Case 23427):
Exhi bit A Application 261/ 262
Exhi bit B Revi sed Exhibit A for Anmended

Di vi si on Order 261/ 262
Exhibit C Affidavit of Reservoir

Engi neer 297/ 298
Exhibit D Affidavit of Notice 297/ 298
Exhibit E Affidavit of Publication 297/ 298

(Exhi bits retained by counsel.
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Apri |

Mexico G| Conservation Division of the Energy,

M neral s and Natural Resources Departnent. | am your
hearing exam ner, Bill Brancard. Wth ne are
techni cal exam ners John Garcia and John

Harris -- Harrison. Sorry.

So pl ease speak clearly and slowly. W have a pretty

decent agenda today.

bit of problens accessing our permtting system So

I f you filed sonmething overnight, well, | guess too

bad.

to | et

websi t e. | believe there are 58 cases |listed. W'l

start off with a bunch of status conferences and then

we'l |

orders, but appear to be now affidavit cases, and then

we'l |

announcenents, M. Garcia?

Well, at |l east we won't see it. So you'll have

PROCEEDI NGS
THE HEARI NG EXAM NER: It is Thursday,
6, 2023. These are the hearings of the New

As al ways, we have a court reporter.

I will note that we're having a little

us know about it.

The worksheet for today is up on the

have a nunmber of cases that had pre-hearing

end with a few interesting cases.

So with that, I'mready to go. Any

THE TECHNI CAL EXAM NER GARCI A: | don't
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have any.

THE HEARI NG EXAM NER:  Thank you. All
right. Wth that, I will call itens one through six
on the worksheet. These are cases 21683, 21685,

22103, 22104, 22083, 22084. Let's start with entries
from Mat ador Production Conpany.

MR. RANKIN. Good norni ng,

M. Examner. May it please the Division -- and this

I s Adam Ranki n appearing on behalf of the applicant in
t he Matador cases with the Santa Fe office of Holl and

& Hart.

THE HEARI NG EXAM NER: Thank you. Good
norni ng. EGL Resources or Earthstone or whatever.

MR. PADI LLA: M. Exam ner, Earnest L.
Padi |l a for Earthstone Operating.

THE HEARI NG EXAM NER: Thank you. And

we may have sone other entries here. How about XTO

Ener gy?

MR. RANKIN. That may -- M. Exam ner,
| amsorry. | -- that may have been us, but I'Il have
to double check real quick. |If you go to the next
group, I'll confirmwth you.

THE HEARI NG EXAM NER: All right. EOG
Resour ces.

MR. PARROT: Good norning. This is
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James Parrot with Beatty & Wbzni ak representing EOG.

THE HEARI NG EXAM NER:  Thank you. And
then | have Ci marex Energy.

MR. SAVAGE: Good nor ni ng,
M. Examner. Darin Savage with the Santa Fe office
of Abadie & Schill on behalf of Ci marex Energy
Conpany, and that's in cases 22083 and 22084.

THE HEARI NG EXAM NER: Thank you. So
we had -- | believe we had a motion for a continuance
in this matter to a set another status conference, but

| just wanted to have everybody gather here because

t hese cases are nore than two years old. So just |ike
to check up on where we are. So we'll start with
Mat ador .

MR. RANKI N. Good nor ni ng,
M. Exam ner. W did not enter appearance on behalf
of XTO. That was Hi nkle. H nkle, | believe, also
subsequently w t hdrew.

In this case, Earthstone and Matador
have been in ongoi ng di scussions to resolve their
di sputes or their conpeting proposals and have been in
trade di scussions. M understanding fromnmny side is
that the parties are under a letter agreenment now for
a trade and they plan to close on that trade after

resol ving sone additional diligence issues.
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And then once the trade closes, then
they will -- sone of these cases will go away. And |
beli eve Matador's cases will remain, assum ng they
resolve their differences as they expect and the
Mat ador cases will go forward.

THE HEARI NG EXAM NER: Thank you. And
what was your request for?

MR. RANKI N: M. Exam ner, | believe we
noved to continue the cases for one nonth, | believe.

THE HEARI NG EXAM NER: Have a May 4th
or May 18th. Wat were you |l ooking for?

MR. RANKIN: | believe -- maybe before
| speak out of turn, I'll make sure that that is what
we asked for.

MS. SALVIDREZ: It's May 4th.

MR. RANKIN:. Thank you, Marl ene.

THE HEARI NG EXAM NER: All right. So a
status conference on May 4th?

MR. RANKIN: Yes, M. Exam ner.

THE HEARI NG EXAM NER:  All right. Any
obj ections? Hearing none, then these six cases wl|
have a status conference on May 4th and we'll issue a
pi ece of paper.

MR. PADI LLA: M. Examiner, | may add |
agree with M. Rankin. But yesterday, | was
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Instructed to dism ss the Money Penny applications
because they're confident that the deal is going to
close. So the continuance woul d probably just be fine
and in the neanti me, when that trade cl oses, we can

di sm ss.

THE HEARI NG EXAM NER: Thank you,

M. Padilla. Sounds |like sone progress. All right.
Wth that, these cases are set for a status conference
on May 4th. Okay. W're on item nunber seven, case
23042. Mewbourne G| Conpany.

MR. RANKIN: M. Exam ner. Good
norning. My it please the Division, Adam Rankin
appearing on behalf of the applicant in this case with
the Santa Fe office of Holland & Hart.

THE HEARI NG EXAM NER: Endeavor Energy
Resour ces?

MS. SHAHEEN: Good nor ni ng,

Hearing -- M. Hearing Exam ner. Sharon Shaheen on

behal f of Endeavor Energy Resources.

THE HEARI NG EXAM NER: Thank you. And
| believe we have a |late file notion to dismss; is
that correct, M. Rankin?

MR. RANKIN: Yes, M. Examner. W did
file a notion to dism ss now that we have received
confirmation that the Division has acted to cancel the
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authority to object on the well issue.

THE HEARI NG EXAM NER:  Thank you. Any
obj ections then? Hearing none, case 23042 will be
di sm ssed and we will issue an order. Thank you.

MR. RANKIN: Thank you.

M5. SHAHEEN: Thank you.

THE HEARI NG EXAM NER: | t em nunber
ei ght, case 23425. XTO Energy.

MR. RANKIN. M. Exam ner, good
norni ng. Adam Rankin with the Santa Fe office of
Hol l and & Hart on behalf of the applicant in this
case, XTO Energy, |ncorporated.

THE HEARI NG EXAM NER:  Thank you.
Apache Corporation?

MS. BENNETT: Good nor ni ng,
M. Exam ner. Deana Bennett on behalf -- from-- I'm
sorry. Deana Bennett from Modrall Sperling on behalf
of Apache Cor porati on.

THE HEARI NG EXAM NER: COkay. Good
nor ni ng.

M5. BENNETT: Too many things to say
t hi s norning.

THE HEARI NG EXAM NER: Anyone el se
i nterested in case 23425? Hearing none, | believe we

have an objection. Do we need to set this for a
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contested hearing?

MR. RANKIN:. M. Exam ner, | do not
beli eve so. The parties have been in discussions and
whil e they have not resolved to XTO s satisfaction the
non-standard | ocation issue, as a result of the
| npasse, XTO has decided to withdraw its requests for
aut horization for a non-standard | ocation and is goi ng
to conplete its well at |egal |ocations.

Just to -- just so you understand, what
happened here was XTO had projected to drill its wel
at a 330-foot setback location, so at a | egal
| ocati on.

And during the course of drilling, the
wel | strayed across approximtely 1,800 feet or so to
a | ocation that was beyond the 50-foot tol erance and
was cl oser than authorized to the offsetting tract,
whi ch is Apache's tract.

And so XTO had filed an adm ni strator
application seeking approval to conplete its well at
t hose |l ocations and then Apache objected. So we filed
this application for hearing in order to try to
encourage or get us to -- towards a resolution and if
necessary go to hearing.

In the interim we've been unable to

reach an agreenent and as a result, XTO is just going
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to dismss its application for a non-standard | ocation
and will conplete its wellbore only at |egal
| ocati ons.

THE HEARI NG EXAM NER: Thank you. And
Apache?

MS. BENNETT: Thank you, M. Exam ner.
So Apache opposes the dism ssal of the NSL application
at this tinme for a couple of reasons.

First, XTO just infornmed Apache | ast
night -- or us last night that it -- or yesterday
evening that it intended to take this route and based
on what we've seen so far, it's not clear how XTO can
actually fix the issue.

And so the Division really needs to be

able to spend sone tinme |ooking at the materials to

see if XTO can actually conplete this well given that
it's 1,800 feet of offending |ateral and make sure
that it can actually do that. Ri ght now, we just have
XTO s word for it.

The other thing is, as M. Rankin
stated that the well was drilled at -- well, was, |
think, intended to be drilled at |egal |ocations, but
what Apache has seen is that it's actually 280 feet
off the lease line. So while that's within the
tolerance, it is just within the tol erance.
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So even the parts that are legal of the

well, they're like right on the lease line. |
mean -- sorry. 280 feet off the | ease |ine.
So for all intents and purposes, this

Is actually a proximty tract well that Apache shoul d
have been either joined in or at |east has the
opportunity to share in the data from So there's a

| ot nmore that needs to be discussed here both fromthe
Di vision's perspective, in my view and Apache's view,
and al so from Apache's perspective.

Apache does have wells in the adjoining
acreage that it has drilled but not yet conpleted. So
it is going to be a real inpact on Apache.

And Apache's asked for just sone
general data, sone information and opportunities from
XTOto -- for XTOto provide pre- and post-frack job
reports fromthe third-party service provider so that
Apache can confirmthat it did not stray into
the -- into a non-standard | ocati on.

And al so to be notified when conpl etion
operations will be conducted so Apache can have
sonmeone on site, again, just to protect Apache's
I nterests.

So Apache woul d suggest that this NSL

application not be dism ssed, that the parties have
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sonme nore tinme to work out their respective positions
and that the case be set for a status conference on
the March -- | nean -- sorry -- the My, whatever,
mddle -- May 18th, | think it is, docket date.

And at that point, if the parties have
reached resol ution, that would be great and if not,
then we could nmaybe tal k about next steps, including a
cont est ed heari ng.

MR. RANKIN:. May | respond --

THE HEARI NG EXAM NER: "Il allow you a
few nore words, M. Rankin, and then we'll nove on.

MR. RANKIN: Thank you very nuch.

M. Exam ner, this application is for a very specific
relief. 1t's requesting authorization to conplete at
non-standard | ocations. XTO is no |onger seeking that
relief.

We ask that the case be dism ssed for
that reason and if Apache has any concerns about the
work that's done or is done, then | think they can
bring their own application at a |ater date. 1In the
interim the parties are continuing to discuss and
Apache has made a request, sone of which | think are
reasonabl e.

And so | think at this point, there's

nothing further to be done on this case and we ask
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t hat
THE

Here's what we're going to do:

case for

a status conference on May 18th.

it be dismssed.

HEARI NG EXAM NER: Al l right.
We're going to set this

However, i f

XTO would |ike to file a witten nption to di sm ss,

they can go right ahead.

obj ect, but

normal ly we grant

OQbvi ously, Apache can

nmotions to di sm ss.

And | would actually agree with you,
M. Rankin, that Endeavor could file its own -- Apache
could file its own case. So revoke an APD or
sonething. 1'm-- why am| giving free | egal advice?
M5. BENNETT: Yeah. Thank you.
MR. RANKIN: Thank you, M. Exam ner.
THE HEARI NG EXAM NER: So 23425 will be

continued to a status conference on May 18th.

MS. BENNETT: Thanks.

THE HEARI NG EXAM NER:  Wth that, we

are on item nunber nine, 23426. BTA O | Producers.

M5. MCLEAN. Good norni ng,

M. Exam ner. Jackie MLean with Hinkle Shanor on
behal f of BTA O| Producers.

THE HEARI NG EXAM NER: All right. And
we have Texas Standard Operati ng.

MR. BRUCE: M. Exam ner, Jim Bruce
representing Texas Standard.
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THE HEARI NG EXAM NER: Thank you. And
any other interested parties in case 23426? Heari ng
none, | -- it sounded |ike parties wanted to have |ike
areal live hearing on this; is that correct, BTA?

M5. MCLEAN: That is correct,

M . Exam ner.

MR. BRUCE: Yes, sir.

THE HEARI NG EXAM NER: \VWhen woul d you
like a real live hearing on this?

M5. MCLEAN. And | think that the
parties are requesting the contested hearing for My
18th if that's at all possible.

THE HEARI NG EXAM NER: | think so.
Texas Standard, opinions?

MR. BRUCE: Yeah. That sounds |ike the
earliest practicable date, so sure.

THE HEARI NG EXAM NER:  All right. So
let's set this then for a hearing on May 18t h.

MR. BRUCE: Thank you.

MS. MCLEAN. Thank you.

THE HEARI NG EXAM NER:  All right. W
have itenms 10 through 17 next and these are cases
23448, 23449, 23450, 23451, 23452, 23453, 23454 and
23455. Ci marex Energy.

MR. SAVAGE: Good nor ni ng,
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M. Examner. Darin Savage with the Santa Fe office

of Abadie & Schill on behalf of Ci marex Energy

Conpany.

THE HEARI NG EXAM NER:  Ckay.
M. Savage, | think these are two groups of cases, but
| put themall together. |Is that --

MR. SAVAGE: They are, and that's
appropriate. They're related in regards to the
obj ecti on.

THE HEARI NG EXAM NER: Thank you. And
so we have Perm an Resources Operating.

MR. RANKI N: Good nor ni ng,
M. Exam ner. Adam Rankin with the Santa Fe office of
Hol | and & Hart appearing on behalf of Perm an
Resour ces QOperati ng.

THE HEARI NG EXAM NER: Thank you. Are
there any other interested persons for cases 23448
t hrough 23455? Hearing none, let's start with
Cimarex. | believe we have an objection to your

appl i cati on.

MR. SAVAGE: | believe that's correct.
We filed the applications and -- as for a hearing date
and it | ooks |ike Perman is objecting as -- and as |

understand it, they may be filing conpeting

applications. So that's all the information | have at
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this point.

THE HEARI NG EXAM NER:  Perni an,
conpeting applications?

MR. RANKI N: M. Exam ner, yes. W do
and as soon as we have a contested hearing day, we'll
get those filed and the notices sent out. Perman is
i ntending to develop this acreage with its own
devel opnent plans and so we would |like to have our
conpeting well plans heard by the Division.

THE HEARI NG EXAM NER:  All right. So
with notice and all that, we may be | ooking at June 1.

MR. RANKI N: M. Exam ner, we have
unfortunately -- and | conveyed this to M. Savage.

We have a witness availability issue in June and so we
woul d request a contested hearing be set in July at
t he second docket of July.

THE HEARI NG EXAM NER: Okay. We -- |
can do that, but when you file a new case, it'l
automatically be put on the first docket of a nonth
and so you'll need to continue --

MR. RANKIN:. Ckay. So, M. Exam ner,
so we'll -- we -- | guess just so I'mclear, we would
file it and just plan to put it on the June -- | nean,

request it for the June docket, but then we'll

continue it back to whatever the contested hearing
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date is set for.

THE HEARI NG EXAM NER:  File it, notify
us that you want to add it to the pre-hearing order
and then it will be added to the date, which |I think
we're | ooking at July 20th here; right?

MR. RANKI N:  Yeabh.

THE HEARI NG EXAM NER:  Ckay. And then
you can continue it after we issue that order, adding
it to the pre-hearing order.

MR. RANKIN:  Okay.

THE HEARI NG EXAM NER:  Is that
conplicated or what?

MR. RANKIN: It's a little bit, but we
can do it.

THE HEARI NG EXAM NER:  All right.
Hearing no other interested parties in these cases,
cases 23448, 449, 450, 451, 452, 453, 454, 455 wll be
set for a hearing on July 20.

MR. SAVAGE: Thank you.

THE HEARI NG EXAM NER:  Thank you.

MR. RANKI N:  Thank you.

THE HEARI NG EXAM NER:  All right.
We're getting into cases that were under pre-hearing
orders and then pre-hearing orders got vacated, but

" mnot sure we're actually going to have heari ngs.
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So let's find out. I'mlooking at itens 18 through
21. These are cases 22161, 22162, 22163, 22164.
Mewbour ne O | Conpany.

MR. BRUCE: M. Exam ner, Jim Bruce
here for Mewbour ne.

THE HEARI NG EXAM NER:  All right. |
have an entry for Earthstone Operating.

MR. RANKI N: M. Exam ner, Adam Rankin
with the Santa Fe office of Holland & Hart appearing
on behal f of Earthstone.

THE HEARI NG EXAM NER: COG Oper ati ng?

M5. RYAN. Good norning. Beth Ryan
appearing on behalf of COG Operating.

THE HEARI NG EXAM NER: And then |
have -- is it both OXY and Apache together?

MR. RANKIN: M. Exam ner, Adam Rankin
appearing on behalf of OXY in this case --

THE HEARI NG EXAM NER:  Ckay. Apache?

MS. BENNETT: And good norni ng,

M. Exam ner and everyone. This is Deana Bennett on
behal f of Apache.

THE HEARI NG EXAM NER: Thank you. Any
ot her interested persons, cases 22161, 162, 163, 1647
Al right. So we had a pre-hearing order, we vacated

the pre-hearing order, but now we may have anot her
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objection; is that correct? |Is that from COG?

M5. RYAN. Yes, M. Examner. W
filed, yesterday, an objection to this case proceeding
by affidavit. The parties -- there's still sonme del ay
in trying to get with -- Mewbourne to get back to us
timely. So we're needing to kick this down the road
anot her two weeks.

THE HEARI NG EXAM NER: Okay. W're
going to kick this down the road to what? A status
conference?

MS. RYAN. | think we're -- we are
agreeabl e to Mewbourne proceeding by affidavit in two
weeks -- proceeding to hearing.

THE HEARI NG EXAM NER: Ckay. So we're
| ooking at basically just a continuance for two weeks?

MS. RYAN: Yes, sir.

THE HEARI NG EXAM NER:  All right.
Mewbour ne?

MR. BRUCE: That's perfectly
accept abl e.

THE HEARI NG EXAM NER:  Any concerns
fromthe other parties in these cases? Hearing none,
we will continue this to -- where are we -- Apri
20t h.

M5. RYAN:. Thank you.
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THE HEARI NG EXAM NER: And | think
sonebody has to file a continuance.

M5. RYAN. Yes. W'II| get that filed.

THE HEARI NG EXAM NER: Thank you. All
right. W are now on itens 22 through 25, cases
22423, 22424, 22425, 22426. Mewbour ne Q| Conpany.

MR. BRUCE: M. Exam ner, Jim Bruce
appearing for Mewbourne.

THE HEARI NG EXAM NER: | have an entry
from VMRC Perm an Conpany.

MR. RANKIN. Morning, M. Exam ner.
Adam Rankin with the Santa Fe office of Holland & Hart
appeari ng on behal f of MRC.

THE HEARI NG EXAM NER:  Any ot her
I nterested persons, cases 22423, 424, 425, 4267

Heari ng none, | believe this was also a
case that had a pre-hearing order -- well, it stil
has a pre-hearing order, but the objections have been
removed. \Where are we? M. Bruce, there was never a
notion to vacate the pre-hearing order, so |I'ma
little confused.

MR. BRUCE: Yeah, that was ny negl ect,
but I'mready to present the cases. These were tied
up. If you'll recall, there was a whol e sl ew of

Mewbour ne and Mat ador cases tied up and these are the
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survi ving Mewbourne cases out of that. And so the
parties have reached agreenent and | would like to
proceed with the cases.

THE HEARI NG EXAM NER: Okay. So MRC,
you wi t hdrawn your other cases. Do you have
obj ections to this case going forward by affidavit?

MR. RANKIN: M. Exam ner, we do not.

THE HEARI NG EXAM NER:  All right.
Anyone else with objection? All right. Hearing none,
M. Bruce, you may proceed with your presentation.

MR. BRUCE: Thank you, M. Exam ner.
|'ve had a rough week and I woke up this norning and
opened this file and | noticed the first thing is |
forgot to include the applications and notices in each
of these exhibit packages. | wll renedy that and
t hen --

THE HEARI NG EXAM NER: M. Bruce, the
bi gger problem which infects all of your cases today
is | don't see any checkli sts.

MR. BRUCE: Yes. | owe you green cards
and pool and checklists. And I prepared them and then
| have had trouble filing stuff. And so they're ready
to go and when | get to work after this hearing today,
| will get those to you. | apol ogize.

THE HEARI NG EXAM NER:  All right.
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If --

MR. BRUCE: That was the next --
THE HEARI NG EXAM NER: You are okay to

go ahead today; is that correct?

MR. BRUCE: Yes. But on each of ny --

THE HEARI NG EXAM NER:  Don' t
to -- here too badly. So --
MR. BRUCE: Yeah.

THE HEARI NG EXAM NER: But anyway,

here's what we're going to do: Because the

is so key to all these things, we're going

going to allow you to go ahead with your cases today,

but they'll all be continued to the 16th --
it -- the 20th; okay?

MR. BRUCE: Ckay. Twentieth. Yeah.

That's --
THE HEARI NG EXAM NER:  Just

it's -- In sone cases, it's difficult to fi

w t hout a checklist what the tracts are, whether there

are proximty wells, et cetera and so it's
for us to review that.

MR. BRUCE: Okay.

THE HEARI NG EXAM NER:  And so the

checklist may trigger questions. So that's what we're

want

checkl i st

to -- I'm

what i s

because

gure out

di fficult

going to -- that's what ny proposal is for you today,
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Is that you can go ahead, but all these cases wll be
continued to be finished up on the 20th.

MR. BRUCE: Yeah. Yeah. This week was
a filing nightmare for ne. So anyway, I'll cut this
very short because all of the applications and the
exhibits are -- | nean, they're specific to a well
unit, but they're all the sane.

In these cases, Mewbourne seeks to
force pool collectively the east half of Section 11
and all of Section 12 of 18 South/31 East in Eddy
County and the west half of Section 7 in 18 South/32
East in Lea County.

The units will all be dedicated to
Mewbour ne's proposed Iron Islands wells which are
| aydown wells conprising -- the well units conprise
320 acres, nore or |ess.

In each of these cases, |'ve submtted
affidavit by Braxton Bl andford, the | andman for
Mewbourne. It contains all usual exhibits, the |and
plats, the Cl02s and all of the tract information that
the Division likes to see and it also lists the
parties being pool ed.

And there's quite a bit of title
information in here and notice was definitely a ness

in this matter. But Mewbourne does request the
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pooling of all uncommtted parties, nunber one.
Number two, they request 8,000 a nonth for a drilling
wel |l and 800 a nonth for a produci ng well.

The affidavit of the geol ogi st
Is -- and Attachment C to the landman's affidavit
contains a sunmary of communi cations and that summary
of communi cations identifies the identity of the
parties being pooled. There are a |ot nore parties
who are not being pool ed who are just consenting
wor ki ng i nterest owners.

And there's a sanple copy of the
proposal letter, the AFEs for the wells that are
stated to be fair and reasonabl e.

Exhibit 3 is the affidavit of Charles
Crosby. This one is identical for all of the cases.
It contains a structure map, the cross-section show ng
where the wells will be conpleted. The wells are al
| aydown wells, as | indicated.

And in this area, if you | ook at the
structure map in particular, Attachnment A to Exhibit
3, you'll see that all of the Bone Spring wells in
this area are | aydown wells except one, which has a
funny angle just to the north in Section 2. So that

is the preferred orientation out here. Also contains

the horizontal drilling plans, the sinplified form
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Exhibit 4 is ny affidavit of notice.

As | said, | supplenented these yesterday. | haven't
gotten themfil ed.

And Exhibit 5 contains the affidavits
of publication because of the two counties involved, |
publ i shed in both the Carl sbad paper and the Hobbs
paper for these cases. And of course, it wouldn't be
a hearing for me if | didn't have a notice issue.

The final -- and every exhi bit package
Is nore or |l ess the sane and so |I'mnot going to run
t hrough each exhi bit package.

And the one notice -- additional notice
item M. Exam ner, has been -- this file has been
sitting on ny desk for so long | can't even renenber
what's init. But if you |ook at the Exhibit 5, the
notice affidavit -- publication affidavit, | should
say.

When going through this |ate one night,
| could only find the Eddy County publication and so
on this particular case, | wuld like to file a notion
for a continuance to -- well, they've already been

continued, but | need to publish notice in the Hobbs

newspaper .
My financial records show | published,
but as you know, |I'm dealing with another case where |
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didn't have a publication notice. So |I'mgoing to

have to -- even though the -- please set it for
May -- excuse nme -- April 20th along with the others,
but ultimately, it'll need to be continued for two

weeks so that | can properly publish in Lea County.

But with that, | will -- by |ater today
or tomorrow, | will have all the other data necessary
that you want for the April 20th hearing. And |I'd
nove the adm ssion of Exhibits 1 through 5 at this
tinme.

(Mewbourne O | Conpany Exhibit 1

t hrough Exhibit 5 were marked for

I dentification.)

THE HEARI NG EXAM NER: Thank you.

M. Garcia, any questions?

THE TECHNI CAL EXAM NER GARCI A: | have
a few questions. | guess the first is nore of a
statenment. You said notice is kind of a nmess, which
concerns ne that -- is notice proper then?

MR. BRUCE: Yeah. | notified
everybody. |'ve got -- especially on this group of
cases | sent out. | don't know -- a quick | ook wll
tell me. | sent out about -- probably about 50
notices -- or, no. Four tinmes twenty. About 80
notices -- 85 notices and | have a ness of green cards
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here and a couple of returned letters. Notice was
definitely given in Decenber of -- is it Decenber?

THE TECHNI CAL EXAM NER GARCI A:  Okay.

MR. BRUCE: Decenber of 2021. Yes.

THE TECHNI CAL EXAM NER GARCI A:  Ckay.
And so | guess nore technical questions. Qut of these
four cases, you have two cases that are the south half
of the sections.

MR. BRUCE: Yes.

THE TECHNI CAL EXAM NER GARCI A:  And |
was curious why those |aterals are overall |onger than
the north half of the laterals. The north half cases
are shorter by, | believe, like half a mle.

MR. BRUCE: Yeah. | think it was just
sinply the | and ownership.

THE TECHNI CAL EXAM NER GARCI A:  Okay.
If we can discuss that in one of these suppl enental
exhibits.

MR. BRUCE: Okay.

THE TECHNI CAL EXAM NER GARCI A: And
al so tal k about that there is no stranded acreage in
the north half that does not match the south half
devel opnment pl an.

MR. BRUCE: Sure.

THE TECHNI CAL EXAM NER GARCI A: And
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then we already hit on the checklist mssing fromlots
of cases. Another thing, and this is pretty nuch
case-wi de today, if we can add this, M. Brancard, to
what we're requesting for is -- | think all the 102s
are m ssing, spacing unit drawi ng and al so acreage.

The nunerical value of the acreage,
they're all blank on pretty much all of the cases
today for M. Bruce. Most of the 102s just have two
dots on themthat says, "Surface |ocation, bottom
| ocation," and that's about it.

MR. BRUCE: OCkay. That will be
remedi ed for the next hearing.

THE TECHNI CAL EXAM NER GARCI A: |
believe that's all nmy questions, M. Brancard.

THE HEARI NG EXAM NER:  Thank you.
M. Harrison, any questions?

THE TECHNI CAL EXAM NER HARRI SON:  No
guestions. M. Garcia covered them for ne.

THE HEARI NG EXAM NER:  Thank you.
Okay. So -- all right, M. Bruce. |In |Iooking through
your packets, | only see the Hobbs paper m ssing in
one case.

MR. BRUCE: That's right. Just the
final case, 426.

THE HEARI NG EXAM NER: Ckay. Okay. So
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t he other three, you have the affidavit. So
t he Hobbs --

MR. BRUCE: Yeah. Both -- co

THE HEARI NG EXAM NER:  Al'l ri
Okay. So we need a checklist, we need a spr
and any backup docunentation for the mailing
publ i cation.

MR. BRUCE: Yep. And then th

THE HEARI NG EXAM NER:  Provid
| think that's it -- oh. And so the issue t
that north -- what -- let ne see. It's the
quarter of Section 7.

MR. BRUCE: Correct. Whether
stranded or not.

THE HEARI NG EXAM NER: It --
| ooks, from your geologist map, as if there

directional well or sonmething in there in th

gquarter. One of your -- in Attachnment A to your
geol ogi st exhibit. So sure there's an expl anati on.

MR. BRUCE: Yeah. That's what it | ooks

like. Mre or less a northwest/southeast 1

mle -- or, heck, that'd be a half mle late
THE HEARI NG EXAM NER:  Yeah.

a half mle well, so -- in there. All right

t here any other interested persons then for

it's just

rrect.
ght .

eadsheet

e Cl102s --
e Cl02s.
hen is

nort heast

it's

| nmean, it
is like a

at

ral.
I[t's just
) Ar e

cases
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22423, 424, 425, 4267? And | forgot to ask whether MRC

had any questi ons.
MR. RANKIN: No questions,

M. Exam ner. Thank you.

THE HEARI NG EXAM NER:  All right.

Hearing no objections, these cases will be continued

to the April 20th docket.

And | think we've gone through what is

needed then for these cases; a checklist, mi

spreadsheet and backup docunentation, revised Cl02,
geol ogi st affidavit revised or whatever to explain

t hat northeast quarter, and then for case 22426, we

need the affidavit fromthe Hobbs newspaper.

MR. BRUCE: Correct. Thank you.
THE HEARI NG EXAM NER:  Thank you. W th

that, we are on itens 26 and 27, cases 23254,

V-F Petrol eum 1nc.

M5. MCLEAN. M. Exam ner, can you hear

me?
THE HEARI NG EXAM NER:  Barely.
MS. MCLEAN: | can -- | can't
for some reason

THE HEARI NG EXAM NER:  Oh, ny

MS. MCLEAN: Let me -- hold on one

m nute 'cause |'mthe next up and | just totally | ost

l'ing

23255.

hear you

goodness.
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audi o.
THE HEARI NG EXAM NER:  All right.
Well, we can hear you better now. Can you hear ne?
M5. MCLEAN: Can't hear --
UNI DENTI FI ED SPEAKER 1: | can hear
you, M. Brancard.
MS. MCLEAN. | can hear you guys. Can
you hear ne?
THE HEARI NG EXAM NER: We can hear you.
MS5. MCLEAN: Okay. Perfect. Now | can

hear you. Yay. | don't -- this happened to ne
yesterday, too. | do not know what's going on. Thank
you.

THE HEARI NG EXAM NER:  Well, as | said,
nmy headset broke. The canera on the conputer is not
working. | have to use the |aptop canmera and ny key
fob doesn't even work for the outside door of the
bui | ding now. So --

M5. MCLEAN. It's always sonething.

THE HEARI NG EXAM NER:  Yeah. Must be a
sign. Al right. Were are we? Apache Corporation.

MS. BENNETT: Good nor ni ng,

M. Exam ner and everyone. Deana Bennett on behal f of
Apache Cor porati on.
THE HEARI NG EXAM NER:  Any ot her
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I nterested persons for cases 23254, 232557 Hearing
none, | believe this was also a vacated pre-hearing
order. So | guess | will just nake sure then. Does
Apache have any objection to this case going forward
by affidavit?

MS. BENNETT: Thank you, M. Exam ner.
Apache does not object to the case going forward by
affidavit today, but Apache is reserving its rights to
seek de novo review if necessary.

THE HEARI NG EXAM NER: Thank you. W th
that, V-F Petrol eum nay proceed.

M5. MCLEAN:. Thank you, M. Exam ner.
And I'"'mnot sure if, in the audio issues, | actually
entered an appearance, but Jackie MLean with Hi nkle
Shanor on behalf of V-F Petroleumin case nunbers
23254 and 23255.

And in these two cases, V-F seeks to
pool uncommtted interests in the northeast corner and
sout heast corner of Section 35 and the north half and
south off of Sections 36, Township 19 South, Range 27
East in Eddy County.

And in case 23254, V-F has applied for
an order pooling all uncommtted interests within the

W nchester Bone Spring West Pool in a 480 acre

non- st andard hori zontal spacing unit conprised of the
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northeast quarter of Section 35 and the north half of
Section 36, Township 19 South, Range 27 East.

And the unit will be dedicated to the
Angel | Ranch, 35/36 Fed Com nunber 223H, 224H, 233H
and 234H wel | s.

And then in case nunber 23255, V-F has
applied for an order pooling all unconmtted interests
wthin the Wnchester Bone Spring West Pool in a 480
non- st andard hori zontal spacing unit conprised of the
sout heast quarter of Section 35 and the south half of
Section 36, Township 19 South, Range 27 East in Eddy
County.

And the unit will be dedicated to the
Angel | Ranch 35/36 Fed Com number 221H, 222H, 231H and
232H wel | s.

And in these applications, V-F is
requesti ng approval of a non-standard hori zont al
spacing unit pursuant to NMAC 19.15.16.15B5 and t hey
are requesting approval of the non-standard unit so
that it can consolidate surface facilities to rip
surface, environnental and econom c waste.

And the exhibit packet submtted to the
Di vision for case nunbers 23254 and 23255 are

essentially the same and contain Exhibit A the |and

professional's testinony and related | and exhibits,
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whi ch include the application and proposed notice of
hearing, Cl02s for the wells, a plat of tracts,
ownership interests, list of interest to be pool ed.

Since they're asking for a non-standard
spacing unit, a non-standard spacing unit plat of
tracts and tract ownership as well as a well proposal
| etter, AFEs and a chronol ogy of contact with the
| nt erest owners.

Exhibit B is geol ogy testinony and
geol ogy exhibits, which include |ocation maps, SEPC
structure maps and structural cross-section maps.

And then finally, Exhibit B [sic],
which is a self-affirmed statenent of ny partner, Dana
Har dy, sending out when our firmsent the notice
| etter to the interested parties, a chart that
provi des the date each notice letter was sent and the
date each return was received as well as a certified
mai | cards and support.

And finally, an affidavit of
publication fromthe I egal clerk of the Carl sbad
Current - Argus show ng that notice was published on
Decenber 20, 2023.

And with that, | ask that Exhibits A B
and C be adnmtted into the record in case nunbers

23254 and 23255 and that these cases be taken under
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advi senment .
(V-F Petroleum 1Inc. Exhibit A, Exhibit
B, and Exhibit C were marked for
I dentification.)
THE HEARI NG EXAM NER: Thank you.
We'll start with M. Garcia. Any questions?
THE TECHNI CAL EXAM NER GARCI A:  No

gquesti ons.
THE HEARI NG EXAM NER: M. Harrison?
THE TECHNI CAL EXAM NER

HARRI SON: -- questions.

THE HEARI NG EXAM NER:  All right. 1'1l1
just point out a little glitch in your unit
recapi tul ati on percentages.

MS. MCLEAN: On Exhibit A3 for which
case? O is it for both of then?

THE HEARI NG EXAM NER: Actually, it's
just the second case, 55.

M5. MCLEAN. Ckay.

THE HEARI NG EXAM NER: EOG s percent age
sonehow grows between Tract 1 and the final from17 to
25 percent.

MS5. MCLEAN: Oh, yeah. | wonder -- is
that something you'd like us to | ook at and correct or

Is it going to fly today?
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THE HEARI NG EXAM NER: | don't think it
matters.

M5. MCLEAN. Ckay.

THE HEARI NG EXAM NER: Just so we have
it on the record that that's a glitch, but okay.

Well, first, let me just check with Apache. Any
guestions? Ms. Bennett, you're nuted.

MS. BENNETT: Sorry about that. No
questions. | was all ready to go and then God dang
mute button. So no questions.

THE HEARI NG EXAM NER:  Thank you. Al
right. So this is the first of a nunber of cases that
are asking us in a hearing to approve a non-standard
spacing unit; okay? And they all fall into the
category of larger-than-normal spacing unit, which
triggers the notice to the surrounding tracts; okay?

In the horizontal well rule, it says
you nmust notice affected persons in the surrounding
tracts. We have a definition of "affected persons,”
rule two. It's the usual. Notify the operator. |If
there's no operator, notify the working interest
owners. No working interest owners, notify the mddle
I nt erest owners.

But then it says, "And if the land is

owned by the federal or state governnent, you nust
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notify the BLMor state |land office respectively." So
| believe that in this case, V-F has notified the BLM
is that correct, Ms. MLean?

M5. MCLEAN:. | believe so. |'mjust
goi ng to double check to make -- and so |I'm not saying
the wong thing. Yes, | believe we did, M. Exam ner.

THE HEARI NG EXAM NER: So the only
question is whether any of those surrounding tracts
were state land tracts and the state |land office
shoul d have been notified.

MS. MCLEAN: Let nme -- is -- we have
the exhibit --

THE HEARI NG EXAM NER:  Your exhi bit
on -- doesn't really indicate the -- any | ease
numbers.

MS. MCLEAN: Right.

THE HEARI NG EXAM NER: Li ke sone people
put | ease nunbers in. |It's not required, but yours
don't.

MS. MCLEAN. So would you like nme to
find that out and supplenent that information?

THE HEARI NG EXAM NER:  Well, if -- yes.
And | -- and there's a good likelihood, considering
Section 36s are usually state |and sections, that you
w |l have state |and | eases here. So you will need to
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notify state |and office.

Now -- okay. So it's your choice, the
applicant's choice, whether you want to have a
non- st andard spaci ng unit approved by hearing or have
it approved at the tinme of the APD. So you can
suppl enment any notice to us and ask for the approval
in the hearing or you can just say, "That's okay.
We'll get this approved at the APD stage."

M5. MCLEAN: | believe that we're
asking for it at the hearing because they did not want
to wait to the APD stage. | believe it has to do with
sonme of the BLMissues. That seens to be the case in
a lot of these.

THE HEARI NG EXAM NER:  Ckay.

MS. MCLEAN: So what -- can we submt
all the -- like we typically do -- admt everything
and take it under advisenent and then we will either

suppl enment and say there's no additional notice

requi red, we've checked everything. W could do an

additional affidavit to that effect or continue it if

necessary if we do find out that notice is necessary.
THE HEARI NG EXAM NER: That sounds

fine.

MS. MCLEAN. Thank you, M. Exam ner.

THE HEARI NG EXAM NER:  All right. Any
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ot her questions or concerns then for cases 23254,
23255? Hearing none, the exhibits will be admtted
into the record.

The case will be taken under advi senent
subject to the process that counsel has just set forth
about determ ning whether the state | and office shoul d
have gotten notice for the non-standard spacing unit
application.

(V-F Petroleum 1Inc. Exhibit A, Exhibit

B, and Exhibit C were received into

evi dence.)

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

THE HEARI NG EXAM NER: Thank you. W th
that, we are on itens 28 and 29, cases 23303, 23304.
COG Oper ati ng.

MS. MCLEAN: M. Examner, it's ne
agai n, Jackie MLean wth Hi nkle Shanor on behal f of
COG Qper ati ng.

THE HEARI NG EXAM NER:  Thank you. |
have an entry for Chevron USA.

MS. BENNETT: Good norning, everyone.
Deana Bennett, Modrall Sperling, on behalf of Chevron
USA, I nc.

THE HEARI NG EXAM NER:  Thank you. Any

other interested persons for cases 23303, 233047 Does
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Chevron object to this case going forward by
affidavit?

MS. BENNETT: Thank you, M. Exani ner.
Chevron does not object to the case noving forward by
affidavit, but Chevron does have sonme concerns and so
Is entering its -- well, |'ve already entered our
appearance, but we are on -- saying on the record that
we're preserving our right to seek de novo review.
Hopefully we don't have to get there.

THE HEARI NG EXAM NER: Thank you. The
Comm ssi on hopes that, too. Wth that, COG may
proceed.

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

I n case nunbers 23303 and 23304, COG seeks to pool al
uncommtted interests within the Bone Spring and
Wl fcanp formations in Sections 28 and 33 of Township
25 Sout h, Range 27 East and Section 4 of Township 26
Sout h, Range 27 East in Eddy County, New Mexi co.

And in case nunber 23303, COG has
applied for an order pooling all unconmtted interests
wthin the Purple Sage Wl fcanp pool, underlying a
1,920 acre, nore or less, standard horizontal spacing
unit conprised of Sections 28 and 33 of Township 25
Sout h, Range 27 East and Section 4 of Township 26
Sout h, Range 27 East.
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And the unit will be dedicated to the
Flam ng Snail Fed Com 701H, 702H, 703H, 801H, 802H
704H, 705H, 803H, 706H, 707/H, 708H, 804H, 805H, 709H
710H and 806H. And this is a Purple Sage Wl fcanp
pool, so the spacing in this pool is based on 320-acre
tracts.

And in order to create the 1,920-acre
standard hori zontal spacing unit, the conpl eted
I nterval of the Flam ng Snail Fed Com 706H well w ||
be | ocated within 330 feet of the |ine separating the
east half and west half of Sections 28 and 33,
Townshi p 25 South, Range 27 East and Section 4,
Townshi p 26 South, Range 27 East.

And in case nunber 23304, COG has
applied for an order pooling all unconmtted interests
within the Hay Hol |l ow Bone Spring North Pool
underlying a 1, 920-acre non-standard hori zont al
spacing unit conprised of Sections 28 and 33 of
Townshi p 25 South, Range 27 East and Section 4 of
Townshi p 26 South, Range 27 East.

And this unit will be dedicated to the
Fl am ng Snail 501H and 520H wells, the 502H, 503H and
521H wel |l s and the 504H well. And with these
applications, COGis seeking to develop the entirety

of Sections 28, 33 and 4.
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And COG s proposal to drill 3-mle
| aterals will mnimze the need for surface facilities
in this area because the 22 wells that will be
conpl eted, 16 of those Wl f Canp and six Bone Spring
wll be able to be drilled and operated from one pad
in the west half and one pad in the east half of
Section 28.

So wwth that, COGis also requesting
t he approval of a non-standard spacing unit to
acconmplish this for case nunber 23304, which is the
Bone Spring wells, and COG is requesting approval of a
non- st andard spacing unit so that it can have
flexibility with the placenent of surface facilities.

And Exhi bit A5 shows the location in
our exhibit packet for 23304 of the to-be-constructed
surface facilities.

And | know you're going to ask about
the notice nowto the feds and the state and after
just briefly summarize the exhibits that we submtted
for these cases, COG -- our |land person is on the
call. So she wll be available to answer questions
about that if you have any as to the necessity of that
I n case nunber 23304.

So the Exhibit packet submtted to the

D vision for case nunbers 23303 and 23304 contain
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Exhibit A which is the |and professional's testinony
and related | and exhibits, which include the
appl i cati on and proposed notice of hearing, Cl02s for
the wells, a plat of tracts, ownership interest and a
list of the interests to be pooled as well as well
proposal letters, AFEs and a chronol ogy of contact
with the interest owners.

And the land exhibits for case nunber
23304 al so includes a surface facilities map and a nmap
of the non-standard spacing unit and interest owners
surroundi ng the unit.

Exhibit B is the geology testinony of
Andrew Fl etcher. And M. Fletcher has not yet
testified before the Division, so we have included his
resume as Exhibit Bl.

And as you can see from M. Fletcher's
resunme, he has a Master of Science in geology and has
been a petrol eum geoscientist with ConocoPhillips
since 2017. And at this tinme, 1'd like to tender
M. Fletcher as an expert in geol ogy.

THE HEARI NG EXAM NER: Hearing no
obj ection, so approved.

MS. MCLEAN: Thank you, M. Exam ner.
And M. Fletcher's geol ogy exhibits which have been

submtted include | ocation maps, SEPC structure maps,
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cross-section maps and a stratigraphic cross-section.

And then finally, Exhibit C, which is
the notice testinony which sets out when we sent the
notice letter to interested parties, a chart that
provi des a date each notice |letter was sent and
returns were received as well as the certified mail
cards in support.

And finally, an affidavit publication
fromthe Carl sbad paper show ng that notice was
publ i shed on January 10, 2023. And with that, did you
have any questions?

(COG Operating LLC Exhibit A, Exhibit

B, and Exhibit C were marked for

I dentification.)

THE HEARI NG EXAM NER:  Thank you.
Let's start with Chevron. Any questions?

MS. BENNETT: No questions. Thank you.

THE HEARI NG EXAM NER: Thank you.

M. Garcia, questions?

THE TECHNI CAL EXAM NER GARCI A:  No
questi ons.

THE HEARI NG EXAM NER: M. Harrison?

THE TECHNI CAL EXAM NER HARRI SON: No

guestions. Thank you.

THE HEARI NG EXAM NER: Gosh, leaving it
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all tonme. Al right. So let's |ook at
case -- non-standard spacing unit case, 23304.

M5. MCLEAN: Yes, M. Exam ner.

THE HEARI NG EXAM NER: So what it
appears is that you have four standard -- sonebody
IS -- needs to be nuted. M. Fisher? Sorry. \What
you have is four standard spacing units that you'd
| i ke to conbine into one non-standard; is that
correct?

M5. MCLEAN:. Yes, M. Exam ner.

THE HEARI NG EXAM NER: Because it
doesn't | ook |like you even have proximty wells for
your standard spacing units to enlarge them

M5. MCLEAN. Correct. And |
believe -- it's my understanding -- and Ms. Klingler
fromCOGis on if she needs to clarify, but it's ny
understandi ng that the request for these 3-mle wells
and this non-standard spacing unit is in |arge part
due to the fact that they would have to seek separate
co-m ngling approval fromthe BLM which may or nay not
be grant ed.

But if we cone with this proposal,
then -- and what -- we would have just two central

tank batteries, all of these things to mnim ze the

surface facilities. Then that approval would be
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granted or we would not have to seek that approval
from BLM

THE HEARI NG EXAM NER:  Okay. Well
your application does provide justifications for this
and the normal justifications. |It's just letting you
know that this is kind of a little step beyond what
we' ve approved in the past. W have approved two
non- st andard spacing units -- | nmean, two standard
spacing units conbined to create a non-standard
spaci ng unit.

This is alittle bigger, but you're
also doing it in coordination with the Wl f Canmp
devel opnent, which is standard.

M5. MCLEAN. Yes. Yes, M. Exam ner.

THE HEARI NG EXAM NER:  So that kind of
makes sense, too. Ckay. So we may have sone
questions afterwards about that, but we'll let you
know. So the other issue then is the notice for the
non-standard unit.

There's no indication fromyour notice
docunment that any notice was given to the BLM or the
state |and office and there clearly are BLM and state
| and | eases here. So you either need to find out

whet her you actually did that and didn't tell us or we

need to just continue it so that you can get that
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notice to those two parties done.

MS. KLINGLER: M. Examner, | did
those nyself to the BLMand to the state | and office.

THE HEARI NG EXAM NER:  Sorry. Can you
just identify yourself for the record, please?

M5. KLINGLER: I'msorry. This is
Shell ey Klingler, |andman at Conocophilli ps.

THE HEARI NG EXAM NER: Ckay. Could you
rai se your right hand quick?

VWHEREUPOQN,

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

THE HEARI NG EXAM NER:  Thank you.

Okay. So you did provide notice to thenf

THE W TNESS: Yes, sir. | did those
| etters personally.

THE HEARI NG EXAM NER:  Ckay. Well
that's great. |If you can just then suppl enent your
exhibits with those letters, that would be fulfilling
t he requirenent.

THE W TNESS: Yes, sir.

MS. MCLEAN: M. Exam ner, we'll work

with Ms. Klingler to get those to you very shortly.
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THE HEARI NG EXAM NER:  All right.
Thank you. Any other questions or comments on cases
23303, 23304? Hearing none, the exhibits wll be
admtted into the record. These cases will be taken
under advisenent, the record |left open for the notice
docunentati on for the non-standard spacing unit.

(COG Operating LLC Exhibit A Exhibit

B, and Exhibit C were received into

evi dence.)

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

THE HEARI NG EXAM NER:  Thank you. All
right. Wth that, we are on item 30, case 23348.
Mar at hon O 1| Perm an LLC.

MS. BENNETT: Good norning, everyone.
Deana Bennett from Modrall Sperling on behal f of
Marat hon O | Perm an LLC.

THE HEARI NG EXAM NER: We have a few
entries here. MRC Perm an Conpany.

M5. VANCE: Good norning, M. Hearing
Exam ner, M. Garcia and M. Harri son. Paul a Vance
with Holland & Hart on behal f of MRC Perm an Conpany.

THE HEARI NG EXAM NER: Thank you. Does
MRC object to this case going forward by affidavit?

M5. VANCE: We do not. Just preserving
ri ghts.
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THE HEARI NG EXAM NER: Thank you.
Ri dge Runner Resources.

MS. MCLEAN: Jackie McLean with Hinkle
Shanor on behal f of Ri dge Runner Resources Operating,
M . Exam ner.

THE HEARI NG EXAM NER: Thank you. Does
Ri dge Runner object to this case going forward by
affidavit?

M5. MCLEAN:. Ridge Runner does not,

M . Exam ner.

THE HEARI NG EXAM NER:  Thank you. Are
there any other entries of appearance then for case
23348? Hearing none, Marathon may proceed.

MS. BENNETT: Thank you very mnuch.
This case is very simlar to the COG Fl am ng Snai
Wl f Canp case that we just heard. 1In this case,
Mar at hon seeks a standard 1, 920-acre WIf Canp
hori zontal spacing unit.

And it's standard because this is in
the Purple Sage Wl f Canp pool and Marathon is
proposing a proximty tract well, which I'll describe
alittle bit later. But it is a standard 1,920-acre
Wbl f Canp horizontal spacing unit and it covers all of
Sections 32, 33, 34 of Township 22 South, Range 28
East .

Page 67

Paul Baca Professional Court Reporters 505.843.9241
A Veritext Company www.veritext.com



© 00 N oo o b~ wWw N

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

And in this case, Marathon is proposing
3-mle wells and the reason it's proposing the
3-well -- 3-mle wells is to mnimze surface
di sturbance and to maxim ze Marathon's acreage in this
ar ea.

So turning to the exhibits, | filed
exhibits on Tuesday -- tinely filed exhibits on
Tuesday in case 23348.

And the exhibits I filed include Tab A,
t he conmpul sory pooling checklist, Tab B, the
decl aration of Farley Duvall, which contains the usual
| and exhibits, and Tab C, which is the decl arati on of
Greg Buratowski, Marathon's geol ogist, and Tab C
contains all of the usual geol ogy exhibits.

Turning to tab -- back to Tab B for the
noment, Farley Duvall is Marathon's |and professional
In this case and he has not previously testified
before the Division. |'ve included with his
declaration a resune at Exhibit BS.

He's worked as a | andman wi th Marat hon
since 2017 and before working for Marathon, he worked
at JC Land Managenent from 2014 to 2017 and prior to
that, he also worked as a | andman for another entity.
He's AAPL certified and HAPL certified. So at this

time, I1'd like to tender M. Duvall as an expert
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petrol eum | andman.

THE HEARI NG EXAM NER: Hearing no
obj ection, so accepted.

MS. BENNETT: Thank you very nuch,

M. -- so behind M. Duvall's declaration is Exhibit
Bl, the application that we filed in this case and
with the notice paragraph. B2 are the Cl102s for the
eight wells that Marathon is proposing to dedicate to
this spacing unit and again, these are all Wl f Camp
Purple Sage -- Wl f Canp wells in the Purple Sage.

Exhibit B3 is the | ease tract map and
summary of interests and included in Exhibit B3 are
the parties that Marathon is seeking to pool.

And |'ve created separate exhibit lists
or separate lists that identify the parties that
Mar at hon is seeking to pool and so those lists are
conspicuously titled, "Wrking Interest Omers to be
Pool ed and Overriding Royalty Interests to be Pool ed.”

So hopefully that clarifies any

confusion between the list of the commtted and
uncomm tted m neral interest owners and then the
parties to be pool ed.

Exhibit B5 in the -- excuse ne.
Exhibit B4 is a summary of contacts. Exhibit B5 in
t he packet | submtted on Tuesday is the sanple wel
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proposal letter that was sent to the party -- or to
the affected parties. That was sent on January 9th.
| inadvertently left out two other mailings, though,
t hat Marat hon did.

Mar at hon sent a proposal letter on
Decenber 15th and Marathon sent a clarifying proposal
letter -- a clarifying letter on January 23rd. So
yesterday, | supplenented the record with the Decenber
15th letter and the January 23rd letter.

So in ternms of proposal letters,
Mar at hon sent out three separate nmailings to sonme or
all of the working interest owners. And when | say,
"Some or all," the January 9th mailing went to certain
of the working interest owners that were recently
di scovered. So | would ask that those exhibits al so
be considered part of the exhibit packet.

Exhibit 6 are the AFEs. Exhibit 7 is
nmy notice affidavit show ng that notice letters were

timely mailed and that it includes the affidavit of

publication showi ng that notice was tinely published.
And then like | said, Exhibit B8 is M. Duvall's
resune.

Turning to Tab C, that is the
decl arati on of Greg Buratowski, geol ogist for
Mar at hon. He has not also -- he's never testified
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before the Division before and he -- so |I've included
in his materials his resune. He has a -- he obtained
a master's of science in geology in 2014 and he's
wor ked with Marathon as a geol ogi st since 2014.

So at this time, I1'd |like to tender
M. Buratowski as an expert petrol eum geol ogi st.

THE HEARI NG EXAM NER: Thank you.
Hearing no objection, so admtted.

MS. BENNETT: Thank you.
M. Buratowski's -- behind M. Buratowski's
decl aration again are the usual suite of geol ogy
exhi bits, the |locator map, wellbore schemati c,
structure map, cross-reference well |ocator map, a
stratiographic cross-section.

And then we've included three gross
I nterval isochores to show the different target
formations that -- within the Wl f Canp that Marathon
Is targeting here.

And then Exhibit C9 is the regional

stress orientation justification and that's the

exhibit fromthe Snee-Zoback paper. And
M. Buratowski testifies in his declaration that due
to the stress here in this part of Eddy County,
there's no preferred -- orientation wells can either
be standup or |laydown in this area.
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And Marathon i s proposi ng east-west
| aterals here to maxim ze Marathon's acreage. And
then as Exhibit C10 is M. Buratowski's resune.

So with that explanation of the
exhibits, | would request that Exhibits A, B and C and
t he suppl enmental exhibits that | filed yesterday be
admtted into case number 23348. And | am happy to
answer or try to answer any questions the Division my
have. Thank you.

(Marathon O | Perm an LLC Exhibit A,

Exhi bit B, and Exhibit C were marked

for identification.)

THE HEARI NG EXAM NER: Thank you. Any
guestions from MRC Perm an?

M5. VANCE: No. Thank you,

M . Exam ner.

THE HEARI NG EXAM NER: Questions from
Ri dge Runner Resources?

M5. MCLEAN. No questi ons,

M . Exam ner.
THE HEARI NG EXAM NER:  Thank you.
M. Garcia?
THE TECHNI CAL EXAM NER GARCI A: | have

a question for you, M. Brancard.

THE HEARI NG EXAM NER: That's not
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al | owed.

THE TECHNI CAL EXAM NER GARCI A: Cot to
change it up sonmetines. Sorry. I'mtrying to
remenber do we require a tract list of interest owners
per tract? | know we normally see it. | just don't
know if it's a requirenent. It's m ssing here.

| personally prefer the overall unit
recap, which is included, but | guess |'mjust curious
If it's a requirenent of our exhibits.

THE HEARI NG EXAM NER: | don't believe
it is. Sonmetines it's sort of interesting to see.

But yes, | nean, the recap will nmake it clear to us
who are all the interest owners in the unit and from
that, the parties should indicate which one of

these -- those interest owners are being pool ed, which
are commtted and which are not, in other words.

THE TECHNI CAL EXAM NER GARCI A: Yeah --

THE HEARI NG EXAM NER: So that's here
and that |ooks fine.

THE TECHNI CAL EXAM NER GARCI A:  Yeah.

" mokay with what's here. | just wanted to make
sure, | guess.

THE HEARI NG EXAM NER: And | ooks |i ke
we have a whol e bunch of little fractional interests

here. So could get really down in the weeds.
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THE TECHNI CAL EXAM NER GARCI A: Wl |,
then ny questions are easy for this case. | have
none.

THE HEARI NG EXAM NER:  All right.

M. Harrison, any questions?

MS. BENNETT: Thank you. Thank you,
M. Garcia.

THE TECHNI CAL EXAM NER HARRI SON: Do
have one question. And it may not be terribly
rel evant, but on your sanple letter to the owners,

everything else in your presentation |ooks |ike the

200 percent risk is listed, but in that sanple letter
to them it says, "300 percent."”

MS. BENNETT: Yes. Thank you for that
guestion. So the 300 percent is the conbi nation of
the -- the ability to recover actual costs, which is
the first 100 percent, and then the 200 percent risk
penalty on top of that. So that's why that is 300
percent, but it is consistent with the 200 percent
el sewher e.

THE TECHNI CAL EXAM NER HARRI SON:  Yeah.
That's -- just making sure that that's the reasoning
behind it.

MS. BENNETT: Yes.

THE TECHNI CAL EXAM NER HARRI SON:  So no
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further questions.

MS. BENNETT: Thank you very nuch,
M. Harrison. N ce to neet you and see you.

THE HEARI NG EXAM NER: Thank you. All
right. | mean, that's fitting nore with the JOA
content. Right. Wich does the 100/300. All right.
The only question | had -- and | know -- |'m surprised
M. Garcia didn't raise this -- is | think you're
asking for 10,000 a nonth cost?

MS. BENNETT: Yes.

THE HEARI NG EXAM NER:  Can you expl ain
to us the | ogic behind that?

M5. BENNETT: Yes. | spoke with
Mar at hon about this on Tuesday actually. And first,
it's the longer lateral lengths, 3-mle |aterals. So
that's one reason why they're requesting ten
and -- 10, 000, 1, 000.

But al so the general trend, in

Mar at hon' s perspective or in Marathon's experience

now, is that the rates are increasing and Marat hon has
seen 10,000, 1,000 for 2-mle laterals and in fact has
even been proposed 12,500, 1,250 for 2-mle |laterals.

So overall, the costs are increasing
and Mar at hon has seen proposals in the sane range or
even higher. And so it's Marathon's opinion -- the
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| andman' s opi nion that these rates are reasonable
given the rates that they' re seeing from ot her
operators and the length of the |aterals.

THE HEARI NG EXAM NER: That's sort of),
“If the other operators can get away with it, we want

to get away with it," argunent there.

MS. BENNETT: | suppose that's one way
to put it, but also, | do think that the trends are
I ncreasing and so it's not so nuch getting away with
it, unless -- | nean, you all my decide that those
rates are too high of course, but |I think that's the
trend that we'll be seeing nore and nore frequently
now.

THE HEARI NG EXAM NER: Well, these are
3-mle laterals. That is true. So -- all right. |
have no further questions. So | believe with that,
are there any other interested persons in case 233487
Hearing none, the exhibits will be admtted to the
record. The case will be taken under advi senent.

| don't think we asked you for anything
el se; is that correct?

(Marathon G| Perm an LLC Exhibit A,

Exhi bit B, and Exhibit C were received

I nto evi dence.)

MS. BENNETT: No.
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THE HEARI NG EXAM NER: Amazi ng.

MS. BENNETT: Yeah. |'m doing nmy happy
dance. Thank you. Thank you very much. | hope you
all have a great rest of the day.

THE HEARI NG EXAM NER: Thank you. W th
that, we are on item 31, but let ne first check in
with Dana, our court reporter. Are you doing okay?

THE REPORTER: |' m doing fine.

THE HEARI NG EXAM NER:  Excellent. So
we're on item 31, case 23379. Ci marex Energy.

MR. SAVAGE: (Good norni ng.

Darin -- M. Hearing Exam ner, good norning, technical
exam ners. Darin Savage with the Santa Fe office of
Abadi e & Schill appearing on behalf of Ci marex Energy
Conpany.

THE HEARI NG EXAM NER: Are there any
ot her interested persons for case 23379? Hearing
none, Cimarex may proceed.

MR. SAVAGE: Ckay. Thank you.

I n case nunber 23379, Cimarex seeks to
reopen case nunber 22751 and anmend order nunber
R-22198 in order to request a one-year extension of
the well commencenent deadline for the pooled unit in
the Wol f Canmp Formati on underlying the west half of
Sections 11 and 14, Township 25 South, Range 28 East,

Page 77

Paul Baca Professional Court Reporters 505.843.9241
A Veritext Company www.veritext.com




© 00 N oo o b~ wWw N

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

Eddy County, New Mexico as it pertains to the
Ri ver bend 11-14 Federal Comwells, and that's the 7H
15H, 16H and 17H.

The pooling order, a copy of which is
provided in the reference section of the hearing
packet, allows for a tinme extension upon the show ng
of good cause.

In Exhibit A of the hearing packet,
| andman M. John Coffman, who is famliar with the
subj ect plans and unit and his credentials have been
previously accepted as an expert witness in
professional land matters, testifies that Cmarex is
I n good standi ng under the statew de rules and the
exi sting pooling order and there exists good cause to
grant the tinme extension requested.

As stated by M. Coffman, Cimarex, in
good faith, has made progress towards the devel opnent
of the unit since issuance of the order by seeking
federal drilling permts.

Cimarex pronptly applied to the BLM for
permts, but has experienced unanticipated delays in
t he recei pt of such permts, which has required
Ci marex to postpone and reschedule its drilling plans.

Cimarex respectfully requests the

opportunity to nove forward w thout interruption under
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a one-year tinme extension, extending the drilling
commencenent date to July 25, 2024.

Exhibit B in the hearing packet shows
that notice for this hearing was tinmely. The mailing
report shows the notice letters were tinely mailed to
the pooled interest owners with only four letters to
overriding royalty interest owners returned as
unl ocat abl e.

Newspaper publication in the Carl sbad
Current-Argus was tinmely published to account for any
unl ocat abl e parties or any contingencies regarding
noti ce.

M. Hearing Exam ner, at this tine |
request that Exhibits A and B and all sub-exhibits be
admtted into the record and that case 23379 be taken
under advisenent. | am available to answer any
guestions. Thank you.

(Ci marex Energy Co. Exhibit A and

Exhi bit B were marked for

I dentification.)

THE HEARI NG EXAM NER: Thank you. Any
questions, M. Garcia?
THE TECHNI CAL EXAM NER GARCI A:  No
guesti ons.
THE HEARI NG EXAM NER: M. Harrison?
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THE TECHNI CAL EXAM NER HARRI SON:  No.

THE HEARI NG EXAM NER:  Thank you. And
| have no questions. So with that, the exhibits in
case 23379 wll be admtted into the record and the
case will be taken under advisenent, and you can do
your happy dance now.

(Ci marex Energy Co. Exhibit A and

Exhibit B were received into evidence.)

MR. SAVAGE: AlIl right. Mne's a
little bit |ess excited this norning, but thank you.
| appreciate the opportunity.

THE HEARI NG EXAM NER: Wth that, we're
on item 32, case 23367. MRC Perm an Conpany.

MS. VANCE: Good norning, M. Hearing
Exam ner, M. Garcia and M. Harrison. Paula Vance
with the Santa Fe office of Holland & Hart on behal f
of the applicant, MRC Perm an Conpany.

THE HEARI NG EXAM NER: Thank you. Are
there any other interested persons for case 233677
Heari ng none, MRC may proceed.

M5. VANCE: Thank you, M. Hearing
Exam ner. In case 23367, MRC seeks to pool al

unconm tted interests in the Bone Spring Formation,

and that is the Mal aga Bone Spring and the pool code
is 42780.
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And that's underlying a standard
320-acre overl appi ng spacing unit conprised of the
south hal f/south half of Sections 14 and 15, Township
24 Sout h, Range 28 East, Eddy County, New Mexico. And
MRC seeks to initially dedicate this spacing unit to
the proposed George 14 and 15-24S-28E, nunber 114H and
al so the nunber 134H wel | s.

In these cases, we have included a copy
of the application, provided the conpul sory pooling
checklist as well as the affidavits of | andman Hanna
Bol | enbach and geol ogi st Dan Brugi oni, both of whom
have previously testified before the Division and
their credentials have been accepted as a matter of
record.

Ms. Bol |l enbach affidavit is Exhibit C,
whi ch i ncludes sub-Exhibits Cl1, an overl ap di agram
and you wll see that the proposed spacing units
conpletely overl aps one of Matador's wells, which is
the Tiger 14-24S-28E, RV nunber 124H.

And after that, you'll see Exhibit C2,
which is a copy of the overlapping notice that was
sent out. And | would |ike to point out you'll see
that that information that was included was only for
the 114H well and the reason for that is this will be

the initial well that is drilled to perfect the
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spacing unit.

The 134H will be an infill well, so we
only provided notice with information regarding the
114 -- or the George 114H.

Followi ng that is Sub-Exhibit C3, which
are the Cl102s. After that, we've got the -- which is
Sub- Exhibit C4, a land tract map. C5, an ownership
schedule and a list of the uncommtted worKking
I nterest owners that we are seeking to pool.

C6 is the -- a list of overwiting
royalty interests and non-participating royalty
I nterests that we are seeking to pool. And then C7 is
a sanple well proposal letter with AFEs. And C8 is a
chronol ogy of contacts.

This is followed by M. Brugioni's
affidavit, which is Exhibit D, and incl udes
Sub- Exhi bits D1, a |ocator map, D2, a SEPC structure
map, and D3, a structural cross-section. And in this
case, M. Brugioni did not observe any faulting,
pi nch-outs or other geol ogic inpedinents to the
hori zontal drilling of these wells.

And then lastly is Exhibit E, a
self-affirmed statenent of notice with sanple letters

that were tinely mail ed on February 10, 2023. And

Exhibit F, an affidavit of notice of publication which
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was tinmely published on February 14, 2023.

Unl ess there are any questions, | would
ask that all exhibits and sub-exhibits be admtted
into the record and that case 23367 be taken under
advi senent by the Division at this tinme. And of
course, | stand by for any questions that the Division
may have.

(MRC Perm an Conpany Exhibit A through

Exhi bit F were marked for

I dentification.)

THE HEARI NG EXAM NER:  Thank you.

M. Garcia, questions?

THE TECHNI CAL EXAM NER GARCI A: | have
one question, and this m ght be a technical glitch on
our side because our system s running slow. |s your
newspaper affidavit in your exhibit packets? Because
| see the -- |ike the newspaper clipping, but the page
before, it's just a white blank page on ny screen and
so | just wanted to nake sure it's in there.

M5. VANCE: It is. And |I'm happy to
email a copy directly to you of the hearing packet if
that would be hel pful, but the exhibit packet we filed
does have the conplete notice -- affidavit of notice

of publication included.

THE HEARI NG EXAM NER: Yeah -- it was
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sonething -- it nust be sonmething with the filing
because it's -- that's what | see also. So if you
could just do a supplenental filing. It's the
affidavit page that's m ssing.

M5. VANCE: Ckay.

THE HEARI NG EXAM NER: So there's a
bl ank for the affidavit page and then there's the

newspaper notice is the last page. So it's

that -- sonething got turned upside down or sonething.
M5. VANCE: | will do the suppl enental
filing and then as | said, I'll email a copy to you,

M. Brancard and M. Garcia and M. Harrison, so
you' ve got a copy.

THE TECHNI CAL EXAM NER GARCI A: Thank
you. And that's all ny questions.

THE HEARI NG EXAM NER:  Thank you.
M. Harrison, anything?

THE TECHNI CAL EXAM NER HARRI SON: I
have no questions. Thank you.

THE HEARI NG EXAM NER:  Thank you.
M. Garcia caught ny question, so | have no questions.
So with that, are there any other interested persons
for case 23367? Hearing none, this case will be taken
under advi sement and all the exhibits will be nade

into the record. We will |eave the record open just
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to get the correct newspaper affidavit in the file.

(MRC Perm an Conpany Exhibit A through

Exhi bit F were received into evidence.)

M5. VANCE: That's easy enough. And
you had your head down and you m ssed ny happy dance,
M . Brancard.

THE HEARI NG EXAM NER:  You know we post
all these things on Ti kTok, so don't worry.

M5. VANCE: Oh, ny goodness.

THE HEARI NG EXAM NER: Just ki ddi ng.

MS. VANCE: Hope so.

THE HEARI NG EXAM NER:  All right. Wth
that, we are on itens 23397, 23398. These are 33 and
34 on our worksheet. Mewbourne G| Conpany.

M5. VANCE: Good norni ng again,

M. Hearing Exam ner, M. Garcia and M. Harrison.
Paul a Vance with the Santa Fe office of Holland & Hart
on behalf of the applicant, Mewbourne O 1| Conpany.

THE HEARI NG EXAM NER:  Thank you. Are
there any other interested persons in cases 23398,
23399 -- sorry -- 23397, 233987?

MR. SAVAGE: Good norning. Darin
Savage on behalf of Di anond Energy Producti on Conpany
LP, and that is in case 23398.

THE HEARI NG EXAM NER:  All right. |
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think I have an entry here for WX Energy, also.

MR. SAVAGE: That is correct. And also
WPX Energy Perm an LLC, which has nerged with Devon.

THE HEARI NG EXAM NER: Anyone el se then
for these cases? And so |let ne just check. Does
Devon object to this case going forward by affidavit?

MR. SAVAGE: No objection.

THE HEARI NG EXAM NER: Thank you. Wth
t hat, Mewbourne may proceed.

MS. VANCE: Thank you, M. Hearing

Examiner. | would like to present these cases.
However, we will need to continue to the April 20th
docket to perfect notice, and I will explain that as |

go through the exhibit packet.

So in these cases, Mewbourne is seeking
to -- seeking approval to pool all uncommtted
Interests in the Purple Sage Wolf Canp, and that is
pool code 98220 and that is underlying acreage that is
all in Township 22 South, Range 27 East, Eddy County,
New Mexi co.

In case nunmber 23397, Mewbourne seeks
to pool a standard 640-acre, nore or |ess, overlapping
hori zontal spacing unit conprised of the north half of
Sections 22 and 21 and initially dedicate the spacing

unit to the proposed Papa G ande 22/21 WAD Fee 1H and
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the Papa Grande 22/21 WHA Fee 1H well s.

And then in case 23398, Mewbourne seeks
to pool a standard 640-acre, nore or |ess, horizontal
wel |l spacing unit, and that's conprised of the south
hal f of Sections 22 and 21, and initially dedicate
this spacing unit to the proposed Papa G ande 22/21
WI L Fee 1H and the Papa Grande 22/21 WPM Fee 1 H
wel | s.

So in our packet in these cases, we
have i ncluded a copy of the applications, provided the

conpul sory pooling checklists as well as a

self-affirmed statenent -- or self-affirmed statenents
of -- fromthe |andman Tyl er Jolly and geol ogi st Tyl er
Hll, both of whom have previously testified before

the Division and their credentials have been accepted
as a matter of record.

M. Jolly's self-affirmed statenment is
Exhi bit A, which includes Sub-Exhibits Al, which is an
overlap diagramand you will see that the overlap is
on the west half of Section 22 for these proposed
well's and that overlap is -- or that existing well is
the Grande No. 1 and in that spacing unit.

So you'll see Exhibit A2. W have -- |
t hi nk soneone's unnmuted. Okay. A2 is a overlap

notice. And so originally, we sent out a overl apping
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notification and that was dated on March 7, 2023, and
that was going to expire.

Qbviously in our applications, we were
not originally seeking approval of a overl apping
spacing unit, but of course |'ve provided the
information to bring that to the attention of the
Di vision. However, we noticed a defect in that notice
and we have corrected it and therefore, we re-sent out
noti ce.

That anmended notice -- and you'll see
that in the letterhead, and that's dated March 30,
2023, and that should expire by the tine we get to
that April 20th docket. And therefore, that's why
we're requesting this -- these cases be continued so
we can perfect notice on the overlap -- overl apping
notification.

So followng that is
Exhi bit -- Sub-Exhibit A3, which are the Cl102s, and
then this is followed by a four |land tract map and a
list of the uncomm tted working interest owners that
we are seeking to pool. A5 is a sanple well proposal
or sanple well proposal letters and AFEs. And A6 is a
chronol ogy of contacts.

This is followed by M. Hill"'s

self-affirmed statement, which is Exhibit B, and
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I ncl udes Sub-Exhibit Bl, which is a |ocator map, SEPC
structure and cross-section map for the north half,
and then B2 is a stratigraphic cross-section for the
north half and then B3 and B4 are the sanme, but

for -- sanme type of sub-exhibits, but for the south
hal f .

In these cases, M. Hill did not
observe any faulting, pinch-outs or other geol ogic
| npedi ments to the horizontal drilling of these wells.

And then lastly is Exhibit C which is
my self-affirmed statenent of notice with sanple
letters that were tinely mailed on March 17, 2023.
And Exhibit D, an affidavit of notice of publication
which was tinmely published on March 17, 2023, and
hopeful |y shows up on your end.

But unless there are any questions, |
woul d ask that all exhibits and sub-exhibits be
admtted into the record and that case nunbers 23397
and 23398 be taken under advisenent by the Division at
this time, |eaving open our continuing the case to
perfect the notice. | stand by for any questions.

(Mewbourne O | Conpany Exhibit A

t hrough Exhibit D were marked for

i dentification.)

THE HEARI NG EXAM NER: Thank you. Any
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guestions from Devon?

MR. SAVAGE: No questi ons,
M. Exam ner. Thank you.

THE HEARI NG EXAM NER: M. Garci a?

THE TECHNI CAL EXAM NER GARCI A: | guess
same issue | have is -- it's not the affidavit in this
case, but | have a bl ank page on case 23397 ri ght
before the Carl sbad Current-Angus [sic] affidavit.

Not sure what it's supposed to be.

MS. VANCE:

You're -- where -- what -- you're saying you have a
bl ank page. Where was that again, M. Garcia?

THE TECHNI CAL EXAM NER GARCI A: I n case
23397, it's PDF page 56.

M5. VANCE: Ckay. So that would be our
affidavit of notice of publication for that 23397. So
| guess we'll have to do another supplenental filing
for that and hopefully it shows up on your end.
have it. It was a part of the hearing packet. So
must be whatever glitch is going --

THE HEARI NG EXAM NER:  Well, we have
the affidavit of publication. [It's just the page
before that that's bl ank.

THE TECHNI CAL EXAM NER GARCI A:

Correct.
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THE HEARI NG EXAM NER: So we're just
curious as to whether there was sonething really,
really inportant there that we can't see.

M5. VANCE: Well, | guess ny question
woul d be do you see -- the page before that is the
mai ling report; do you have that?

THE TECHNI CAL EXAM NER GARCI A: Yes. |
have mailing report, blank page and then Carl sbad
Angus [sic] affidavit. So I'mnot sure what's
m Ssi ng.

M5. VANCE: And do you have both of the
affidavits of notification --

THE TECHNI CAL EXAM NER GARCI A:  Not for
t he newspaper.

MS. VANCE: You have it for both cases,
t hough? Because there should be two.

THE TECHNI CAL EXAM NER GARCI A: No, |
don't think so.

M5. VANCE: So you're saying you only
have a affidavit of notice of publication for case
23397, but not case 233987

THE TECHNI CAL EXAM NER GARCI A: Sorry.
Zoomng in. | amsuper blind. The affidavit in here
Is for case 23398, but there is no affidavit for

23397. Sorry.
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M5. VANCE: That is really weird.

MR. RANKIN: Gentlenmen, this is Adam
Rankin. 1'mjust -- for sonme reason, |I'm ]l ooking at
the filing on the case file and |I' m seeing both
affidavits show up and with the Division stanped
information on it. So | nean, |'m not sure what
happened, but at |east from ny viewpoint |ooking at
the case file, |'mseeing both affidavits in the
record.

THE TECHNI CAL EXAM NER GARCI A:  Yeah.
That's where I'"mat, too. So |I guess |I'll downl oad
t hem and make sure it shows up there and | may be in
touch, | guess.

M5. VANCE:. Can -- do you mnd also
doubl e checking on the case that | just presented for
MRC Perm an to see if maybe it's -- 'cause it's -- |I'm
goi ng to double check that, too, because it was a part
of the hearing packet --

THE TECHNI CAL EXAM NER GARCI A:  Yeah.

THE HEARI NG EXAM NER: It's identi cal
for both cases and in both cases, we have, as the |ast
page, page 57, the affidavit of publication. There's
just a blank page before that that we're hoping

doesn't include sonething really inportant.
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THE TECHNI CAL EXAM NER GARCI A:  Yeah.
| see it now, Bill. | downl oaded the cases to ny
desktop and it pops up once you fully downl oad, but if
you view them just out of our case files, there's
bl ank pages in it. So ...

THE HEARI NG EXAM NER: Ckay. So there
I's sonet hing on page 567

THE TECHNI CAL EXAM NER GARCI A:  Yeah.
It's a secondary Carlsbad affidavit.

M5. VANCE: And also, M. Hearing
Exam ner, M. Garcia, | just went on, pronpted by ny
col l eague, M. Rankin, and | just checked the -- on
the i mges, OCD i mages, and | can see the entire
affidavit of notice of publication for our MRC George
case as well.

THE TECHNI CAL EXAM NER GARCI A:  Okay.
Yeah. | do know we're having sonme technical
difficulties on our side. Qur servers like to run

sl ow sonetinmes 'cause we get our data scraped

massi vely by operators and third-party people. So --
THE HEARI NG EXAM NER:  Well, | concur
wth M. Grcia. | just downl oaded the docunent and
then the affidavit pops -- the second affidavit does
pop up in the download. |It's just on the screen in
our case file, there's a m ssing page. That's all.
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So | think we are okay for these two cases --

so, too.

case as well ?

MRC George case -- | don't know. Did you download

t hat one, M.

checki ng now.

bel i eve --

THE HEARI NG EXAM NER: Maybe you shoul d
try that.

THE TECHNI CAL EXAM NER GARCI A:  You
said you did, John?

MS5. VANCE: | see M. Harrison was
nodding. It looks |like he was able to find it.

THE TECHNI CAL EXAM NER HARRI SON: | was
able to find that. | was just going to confirmthat

sanme situatio

them you can

THE TECHNI CAL EXAM NER GARCI A:

THE HEARI NG EXAM NER:  Yeabh.

M5. VANCE: Including the MRC

THE HEARI NG EXAM NER:  Yes.
M5. VANCE: Okay.

THE HEARI NG EXAM NER:  No. No. The

Garci a?

THE TECHNI CAL EXAM NER GARCI A:

THE TECHNI CAL EXAM NER HARRI SON: |

n for both these cases, that downl oadi ng

see all of those -- the presented

Yeah.

| think

Ceor ge

| am
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materials. | don't think there's any need to supply

that in a supplenmental application, but I'Il |eave
that up to the Exam ner.

THE TECHNI CAL EXAM NER GARCI A:  Yep, |
can see it. Sorry for my slow internet.

M5. VANCE: | think that nmeans | can

really do a happy dance because hopefully I don't have

to do any supplenental filing.

THE HEARI NG EXAM NER:  |'ve just

downl oaded it and yes, it does pop up in the

For sone reason, it doesn't show up on our case file.

So no need to file additional information on

MS. VANCE: Excel | ent.

THE HEARI NG EXAM NER:  So with that,

23397, 23398, we're going to continue that; correct?

To April 20th?

MS. VANCE: That's correct, M.

Exam ner.

THE HEARI NG EXAM NER: To all ow t he
time to run on the notice for the overlap. Wth that,
the exhibits will be admtted into 23397, 23398 and

the case will be continued to April 20th -- cases.

(Mewbourne QG| Conpany Exhi bit

t hrough Exhibit D were received into

evi dence.)

downl oad.

23367.

Heari ng

A
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M5. VANCE: Thank you.

THE HEARI NG EXAM NER:  Thank you.

Okay. We are on -- oh, I'msorry. M. Vance, can you
conme back on board? | have to give you the | ecture;
okay? From what | understand, case 23397 is |ocated
quite close to the Carlsbad Brine Well Renedi ation
Project. So please reach out to the Division when
you're dealing -- having to deal with the APD.

There may be conditions they nay want
to place on the APD for the well. 1It's not sonething
we deal with here in this case, but | just want to put
you on notice that they are still |ooking at
conditions to wells that are very close, like within a
mle or so, of the renedi ation project.

M5. VANCE: Thank you, M. Hearing
Examiner. | wll make sure that Mewbourne is aware of
that and coordinate with them accordi ngly.

THE HEARI NG EXAM NER: Thank you.

MS. VANCE: Thank you.

THE HEARI NG EXAM NER:  So with that,
wth -- we're on item 35, case 23403. Legacy Reserves
Oper ati ng.

MR. PARROT: Good nor ni ng,
M. Brancard, M. Garcia, M. Harrison. Thanks very
much for your tinme today. |'m Janes Parrot with
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Beatty & Wozni ak representing Legacy Reserves
Oper ati ng.

THE HEARI NG EXAM NER:  Thank you. Do
you want to consolidate this wth the next case or do
t hem separately?

MR. PARROT: You read ny mnd. | would
very nmuch appreciate that.

THE HEARI NG EXAM NER:  All right. So
we wll also call case 23404. Are there any other
I nterested persons for cases 23403, 234047 Hearing
none, Legacy may proceed.

MR. PARROT: Thank you. So 23403 and
23404 are related and nearly identical applications to
pool all and commtted interest into approximtely
240-acre units for the Bone Spring Formation covering
the west hal f/east half of Section 33/18 South, 31
East and the west hal f/northeast of Section 4/19
Sout h, 31 East and then the east hal f/east half of
Section 33 and the east hal f/northeast of Section 4
respectively.

So 403 is the west half of the east
hal f and 404 is the east half of the east half. And
as the Division has given ne permssion, |I'll present
both of these applications together.

So the Bone Spring units are conmtted
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to the following wells: In 403, it is the Jet Fed Com
401H, 501H and 601H wells and in 404, it is the Jet
Fed Com 402H, 502H and 602H wells. Neither unit

I ncl udes proximty tracts and the exhi bit packets that
were filed a couple days ago contain the checkli st
applications and affidavits.

As you'll see, Exhibit Ais the pooling
checklist, Exhibit B includes the applications, the
Exhibit Cinclude the affidavits from Legacy's | and
w tness, Taylor Thoreson. M. Thoreson has previously
testified before the Division and had her
qualifications accepted as those of an expert.

Ms. Thoreson notes that all working
i nterest owners in these units have voluntarily
commtted their interests. So these applications are
only pooling overriding royalty interests.

Cl includes the general |ocation maps.
C2 contains the Form 102s and Ms. Thoreson notes on
Exhibit C there are no overlapping spacing units. C3
depicts the spacing units and wells. C4 covers the
ownership and C5 provides a chronol ogy of contacts.

Exhibit Dis the affidavit of
EOG -- sorry -- Legacy's geol ogy wi tness, John

Stewart. M. Stewart has previously testified before

the Division and had his qualifications accepted as
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those of an expert. D1/D4 present |ocator maps and
the A-to-A prine |locations.

D2, D5 and D8 are structure maps off
the top of the Bone Spring Formations, first, second
and third. And M. Stewart states the wells are
representative of the area geology and he observed no
faulting, pinching or other geol ogic hazards to
devel opi ng horizontal wells.

D3, D6 and D9 are cross-sections of the
first, second and bone -- first, second and Third Bone
Spring Formations with gamm-ray resistivity and
porosity logs and the targeted interval.

Exhibit Eis the notice affidavit
showi ng that notice letters were mailed to addresses
of record for all the overriding royalty interest
owners and imediately after, the copy of the notice
|l etter that was mailed is a list of all of the owners
and the status of mailing, followed by the green
cards.

Exhibit A [sic] is the affidavit of
publication in the Argus.

So wwth that, |'d ask that the exhibits
for both 23403 and 23404 be admtted into the record
and the matters be taken under advi senent.

Il
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(Legacy Reserves QOperating LP Exhibit A

t hrough Exhibit F were marked for

i dentification.)

THE HEARI NG EXAM NER: Thank you.

M. Garcia?

THE TECHNI CAL EXAM NER GARCI A:  No
guesti ons.

THE HEARI NG EXAM NER: M. Harrison?

THE TECHNI CAL EXAM NER HARRI SON:  Just
as a matter of record, M. Stewart has not testified
before the Division before?

MR. PARROT: | believe that -- well, |
believe he submtted affidavits in prior matters.
Wul d you like nme to present his qualifications?

THE TECHNI CAL EXAM NER HARRI SON:  No, |
don't think that's necessary. | just didn't confirm
I f he had previously presented.

MR, PARROT: Okay.

THE TECHNI CAL EXAM NER HARRI SON:  And
no further questions. Thank you.

MR. PARROT: Thank you.

THE HEARI NG EXAM NER: Thank you.

Okay. So I'mreally confused here. Your application

says you're only pooling overriding royalty interest
owners.
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MR. PARROT: Correct.

THE HEARI NG EXAM NER: Ckay. So when
we get to Exhibit C4, which shows working interest
ownership, clearly states that COG and Concho are
unconmi tt ed.

MR. PARROT: That is a typo in Exhibit
C4 and we can submt corrected Exhibit C4s. COG and
Concho have both signed JOAs for these units. So
that's a typo and we are not asking that COG or Concho
be designated as unconm tted or seeking a penalty
agai nst either party.

THE HEARI NG EXAM NER: Ckay. So then
you say that your pool parties are in C4, but there's
no list of overriding royalty interests in Exhibit C4.
So who's being pool ed here?

MR. PARROT: So all of the parties on
the -- so if you scroll down to Exhibit E right before
the green cards, there's a list of all of the parties
who are bei ng pool ed and when we submt new Exhi bit
C4s, we can include that |ist on the new Exhibit C4.

THE HEARI NG EXAM NER:  Ckay.

' Cause -- because in your checklist where it says,
"Pool parties,” it says, "Exhibit C4 and C5." So
they're not there.

MR. PARROT: They are not there. |
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agree. And | will correct those Exhibit C4s and get
them submtted today if that pleases the Division.

THE HEARI NG EXAM NER:  Yes. So C4 to
get rid of the uncommtteds and to add the overrides
that are being pool ed.

MR. PARROT: Yes, sir.

THE HEARI NG EXAM NER:  Ckay. | --

MR. PARROT: | apol ogize for confusing
you. | can definitely understand why that was
conf usi ng.

THE HEARI NG EXAM NER: It doesn't take
much. So -- okay. Wth that, I think |I'm done then.

And so are there any other interested
persons for case 23403, 23404? Hearing none, the
exhibits will be admtted into the record. The case
will be taken under advisenment, the record |eft open
for revised Exhibit C4 to provide us with corrections
about who's really being pool ed here.

(Legacy Reserves Qperating LP Exhibit A

t hrough Exhibit F were received into

evi dence.)

MR. PARROT: Thank you very nmuch. |
will not do a happy dance 'cause | don't want to
of fend everybody watching. And thank you very nuch

and have a great day.
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THE HEARI NG EXAM NER: Thank you. All
right. Wth that, we are on item 37, case 23413.

St ewar d Ener gy.

M5. MCLEAN: Hello. Jackie MLean with
Hi nkl e Shanor on behalf of Steward Energy.

THE HEARI NG EXAM NER: Thank you. We
have, | believe, an entry from Fasken O | and Ranch?

MR. RANKI N: Mor ni ng, M. Exam ner.
Adam Rankin with the Santa Fe office of Holland & Hart
appearing on behalf of Fasken in this case.

THE HEARI NG EXAM NER: Does Fasken
object to this case being heard by affidavit?

MR. RANKIN:. We do not, M. Exam ner,
but at sonme point, I'Il just ask Ms. McLean to confirm
t hat Fasken is not being a party being pooled in this
case.

THE HEARI NG EXAM NER: Thank you. Are
there any other interested persons for case 234137
Heari ng none, Steward Energy may proceed.

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

I n case nunber 23413, Steward seeks to pool al
uncomm tted interests in the San Andres Fornmation
underlying a 320-acre standard horizontal spacing unit

conprised of the west half of Section 10, Township 13

Sout h, Range 38 East in Lea County, New Mexi co.
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And this spacing unit will be dedicated
to the Lawer Up Fee #5H well, which will be drilled
froma surface hole location in Unit B of Section 15
to a bottomhole location in Unit C of Section 10.

And the conpleted interval of the
Lawyer Up Fee #5H well will be |ocated within 330 feet
of the quarter-quarter section |line separating the
west hal f/west half and east hal f/west half of Section
10 to allow for the creation of a 320-acre standard
hori zontal spacing unit.

And we have provided three exhibits in
our packet. Exhibit Ais the |land professional's
testinony and related | and exhibits, which include the
pl at of tracts, ownership interests, pooled parties,
wel | proposal letter, summary of communications, the
noti ce of hearing and C102.

And al so, to address M. Rankin's
concerns, we did submt a notice of anmended exhibits
yesterday and subm tted an anended Exhibit A3, which
if you go to the | ast page of amended Exhibit A3, it
renmoves Fasken fromthe pooling.

And then we have Exhibit B, geol ogy
testimony of M. Seals, which includes a | ocation map,

SEPC structure map and stratigraphic cross-sections.

And then Exhibit Cis notice testinony,
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whi ch i ncludes the sanple notice letter sent to the
parties to be pooled, a chart of the parties to be
pool ed. Again, Fasken -- we did send them notice, but
t hey are not being pooled as reflected on the anended
Exhibit A3. And then we also tinely published in the
Hobbs News- Sun on March 15, 2023.

And with that, unless there are
addi tional questions, | ask that Exhibits A, B and C
be admtted into the record and that case number 23413
be taken under advi senent.

(Steward Energy 11, LLC Exhibit A,

Exhi bit B, and Exhibit C were narked

for identification.)

THE HEARI NG EXAM NER: Thank you.

Fasken, any further questions?

MR. RANKI N: No, M. Exam ner. Just
slightly. W just wanted to make sure that was the
case, that as an uncommitted owner, we are being
removed from-- that Fasken's being renoved fromthe
pooling and Ms. MlLean addressed that question and
confirmed. So no further questions fromne. Thank
you.

THE HEARI NG EXAM NER: Thank you.

M. Garcia?
THE TECHNI CAL EXAM NER GARCI A: Di d
Page 105
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.veritext.com




© 00 N oo o b~ wWw N

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

they let you pick the well nanme? Never seen wel
names called "Lawer Up."

MS. MCLEAN. | know. | just like
always -- | just want to ask people what is going
t hrough your head with all of these fun names?

THE TECHNI CAL EXAM NER GARCI A:  Maybe
t hey were expecting opposition.

M5. MCLEAN: | have a lot that | al ways
t hi nk about, too, but that's outside of our pay band;
right?

THE TECHNI CAL EXAM NER GARCI A:  Yeah.
| have no questi ons.

THE HEARI NG EXAM NER: M. Harrison?

THE TECHNI CAL EXAM NER HARRI SON:  No
guestions fromnme either.

THE HEARI NG EXAM NER:  Ckay. Al
right. Once again, I'"'mreally confused as to who's
bei ng pool ed here; okay?

MS. MCLEAN: So if --

THE HEARI NG EXAM NER: So you have an
Exhibit A3. |I'm|looking at the revised version; okay?
It lists a whole bunch of uncomm tted parties, but
then at the end, there's uncommtted parties and sone
of themare in yellow and sonme of them are not and

there's no indication about what that neans.
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M5. MCLEAN: So in the
note -- sorry -- the Exhibit A the self-affirnmed
statenent of Taylor Warren, paragraph eight. It says,
"Exhi bit A3 contains the plat identifying ownership by
tract in the unit," and it shows the interests that
Steward seeks to pool highlighted in yellow

So that continues on to the anended
Exhi bit A3, that the parties that we are seeking to
pool are highlighted in yellow. And | believe that
that is it. [It's just the parties highlighted in
yel | ow.

THE HEARI NG EXAM NER:  Ckay.
So -- well, all right. Anuse ne. What happens to
these uncomm tted working interest owners who are not
bei ng pooled by this order?

MS. MCLEAN: | believe some of them
al ready have agreenents in place. Wth Fasken,
believe they're just trying to finalize the JOA and
then that shouldn't be an issue anynore. And everyone
wanted to continue going forward with today's hearing
due to | ease expirations and other issues.

So |l think -- and M. Rankin can

correct nme if I'"'mwong, but this -- they should
be -- the issue with Fasken should be resolved fairly
qui ckly.
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THE HEARI NG EXAM NER: Ckay. And then
your Exhibit C2 says who's getting notice, which |
guess includes all the people in yellow. They did
seemto make the cut. And then there's a few others
in here |like the Boy Scouts. Not sure how they got
notice, but --

MS. MCLEAN: | think sometinmes with
t hese estates, we get other offshoots of that because
as you can see, we're not pooling themeither. But
everyone that we are seeking to pool in case nunber
23413 did receive notice and | believe we got all of
t hem back, which is oftentines rare.

THE HEARI NG EXAM NER: Ckay. So in
order to understand Exhibit A3, you have to read
Exhi bit A?

MS. MCLEAN: Correct, M. Exam ner.
Whul d you like us to do a suppl enental affidavit as
wel |l referencing the anmended Exhi bit A3?

THE HEARI NG EXAM NER:  No, that's fine.
| guess | would like you to just -- why don't you
amend your Exhibit A3 just to put a statenent on
there, "Pool parties are indicated in yellow "

And the reason for that is that if you
go to your checklist, which will be attached to the

order, it wll say, "Pool parties,”" -- if you want to
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find out fromthe order where the pool parties are, it
will tell you to go to Exhibit A3, not to Exhibit A
So --

M5. MCLEAN. We can certainly do that,
M. Examner. Not a problem

THE HEARI NG EXAM NER: Ckay. All
right. Well, yeah. That's fine. |[If you want to
notify lots of people who you don't need to notify,
that's great. And yes -- and it's often -- you want
to nmake sure that there aren't people who nmay have
gotten an interest sonme other way.

M5S. MCLEAN. More is better in the case
of the OCD in terns of paperwork, | find.

THE HEARI NG EXAM NER: Yes. All right.
Well -- all right. Are there any other interested
persons then for case 23413? Hearing none, the
exhibits will be admtted into the record, case wl|
be taken under advisenent, and we'll have a revised
Exhibit A3. All you need is a sentence.

(Steward Energy |1, LLC Exhibit A,

Exhi bit B, and Exhibit C were received

I nto evidence.)

MS. MCLEAN: Thank you, M. Exam ner.

THE HEARI NG EXAM NER:  Thank you. Wth

that, we are on itens 38, 39 and 40, cases 23421,
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23422, 23423. Col gate Operating.

MS. MCLEAN: Jackie McLean with Hinkle
Shanor on behal f of Col gate Operati ng.

THE HEARI NG EXAM NER:  All right. W
have an entry froma series of parties. Red River
Energy Partners, Gosier, if | pronounced that
correctly, Energy, Latham Energy.

MR. BRUCE: Yes, M. Examner. Jim
Bruce on behal f of those three entities.

THE HEARI NG EXAM NER:  And - -

MR. BRUCE: And | have no idea how to
pronounce that second conpany. So ..

THE HEARI NG EXAM NER: Ckay. All
right. And, M. Bruce, | believe you have filed an
obj ection, but you withdrew the objection; is that
correct?

MR. BRUCE: That is correct, and ny
clients have no objection to Col gate proceedi ng by
affidavit.

THE HEARI NG EXAM NER: Thank you. Are
there any interested persons for cases 23421, 422,
423? Hearing none, Colgate Operating may proceed.

M5. MCLEAN: Thank you, M. Exam ner.
I n case nunbers 23421, 23422 and 23423, Col gate

Operating is seeking order to pool additional
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uncomm tted interests under the terns of Division
Order Nunbers R-22179, R-22181 and R-22812 and -- or
182. Sorry.

And on July 11, 2022, the Division
entered the orders, which pooled uncommtted interests
in the Bone Spring and Wl f Canp Formations,
underlying a standard hori zontal spacing unit
conprised of the south half/south half and north
hal f/south half of Sections 35 and 36, Township 19
Sout h, Range 28 East in Eddy County, New Mexi co.

And the orders dedicated the units to
the Uuru 35 State -- 35 Fed State Com 133H, 124H,
134H and 203H wel | s.

Since the orders were entered, Col gate
i dentified additional interests in the unit that had
not been pool ed under the terns of the order and at
this point, Colgate is actually seeking to pool only
one additional interest owner in these cases and we've
actually received the notice returned for that
i ndi vi dual .

The exhi bit packets submtted to the
Di vision for case nunbers 23421, 23422 and 23423 all
contain Exhibit A which is land professional's
testinmony and related | and exhibits, which include the

application and proposed notice of hearing, the orders
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Col gate is seeking to reopen, a plat of tracts,
ownership interest and the additional interest owner
to be pooled, a sanple well proposal l|etter and AFE
and a chronol ogy of contact.

And then we have Exhibit B, which is
notice testinony setting out when we sent the notice
| etter, the date the return was received, the
certified mail cards in support and then finally, an
affidavit of publication showi ng that was tinely
publ i shed in the Carl sbad newspaper.

And with that, | ask that Exhibits A
and B be admtted into the record in case nunbers
23421, 23422 and 23423 and that these cases be taken
under advi senent.

(Col gate Operating, LLC Exhibit A and

Exhi bit B were marked for

i dentification.)

THE HEARI NG EXAM NER:  Thank you.

M. Garcia, questions?

THE TECHNI CAL EXAM NER GARCI A: No
gquesti ons.

THE HEARI NG EXAM NER: M. Harrison?

THE TECHNI CAL EXAM NER HARRI SON: No
guesti ons.

THE HEARI NG EXAM NER:  Thank you. All
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right. So once again, |'mconfused. So |I'm |l ooking
at 423. Your sanple AFE letter is sent to sonebody
call ed Donme Petroleum Corp. Is that just a sanple

| etter or

M5. MCLEAN:. Yes, that's a sanple
| etter and that -- | believe that was for the original
case actually, just a sanple of the well proposal
| etter that was sent out when all of the well proposal
| etters were sent out.

THE HEARI NG EXAM NER: And so what
you're saying then is in this case, the sane letter
was sent to the WIIlianson Estate?

M5. MCLEAN: Yes, that's correct.

THE HEARI NG EXAM NER: Ckay. So -- and
then scrolling down to the notice on 423, who's Baber
Wel | Servicing Co.?

M5. MCLEAN: M. Exam ner, | believe
that Baber is related to the entities that had entered

an appearance in this case, but that we are no | onger

seeking to pool.

THE HEARI NG EXAM NER:  Ckay.

M5. MCLEAN: And send out notice to
everyone.

THE HEARI NG EXAM NER:  Oh, yeah.
Here's an odd one. So in -- the tracts are different
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for each of these; right?

MS. MCLEAN: Yes.

THE HEARI NG EXAM NER:  So |' m | ooki ng
at 23423, Exhibit A3, and it shows a tract one, two
and t hree.

MS. MCLEAN: |I'mscrolling there. One,
two and three, yes.

THE HEARI NG EXAM NER: Ri ght. Scroll
down to the next page and it tells you what the
I nterest owners are and sonehow, W/ Ilianmson and others
own interests in tract five.

MS. MCLEAN: Yes. | -- yes, that is
correct. So there nust be a typo on this chart
somewher e.

THE HEARI NG EXAM NER:  Wel |, | think
what it is is that in your other units, there is a
tract five.

MS. MCLEAN: Right.

THE HEARI NG EXAM NER:  And so it kind
of -- you -- they nust have copied the interest thing
from one case to the other.

M5. MCLEAN. Yes. |If you look at, like
for exanple, case nunber 23422, there are tracts one
through five and tract five is also in purple and then
WIlliamson is identified in tract five with that. So
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| think you're correct and they just carried that over
I nstead of putting tract three.

THE HEARI NG EXAM NER: Ckay. So if you
could just correct that Exhibit A3 then.

MS. MCLEAN: Ckay.

THE HEARI NG EXAM NER:  All right.

MS. MCLEAN: And that's for --

THE HEARI NG EXAM NER: | think it's
just that one case. The other cases, | think, are
fine.

MR. BRUCE: M. Exam ner, nmay | nake a
brief statenent?

THE HEARI NG EXAM NER: M. Bruce.

MR. BRUCE: Yeah. |1'malive.

THE HEARI NG EXAM NER:  Just identifying

you for the record. That's all.

MR. BRUCE: | just -- | haven't | ooked
at the exhibits. | just wanted to verify that ny
three clients and then the -- their predecessors and
Baber Well Servicing, the heirs of a M. Smthson are
not being pooled in this proceeding. If M. MLean
could just verify that for ne, that's all | need to
kKnow.

MS. MCLEAN: Yes, that's correct.

All -- the only person or entity we're seeking to pool
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In these three cases is now Ralph E. WIlianmson heirs.
We're no | onger pooling M. Bruce's clients.

MR. BRUCE: Thanks.

THE HEARI NG EXAM NER: Thank you. Yes.
And that's pretty clear fromthe exhibit. It's the
only one with the word "yes" next toit. So --

MR. BRUCE: \What is the meaning of
"yes"?

THE HEARI NG EXAM NER:  Yeah. All
right. So any other comments or questions on cases
23421, 23422, 23423? Hearing none, the exhibits wll
be admtted into the record. These cases wll be
t aken under advisenent and | believe we're just
correcting Exhibit A3 on 23423.

(Col gate Operating, LLC Exhibit A and

Exhi bit B were received into evidence.)

M5. MCLEAN: Yes, M. Exam ner. Thank
you.

THE HEARI NG EXAM NER:  Thank you. All
right. Dana, you're still doing okay?

THE REPORTER: Yes. |I'mstill here.

THE HEARI NG EXAM NER:  All right. All
right. Wth that, we are on case 23424. Silverback
Oper at i ng.

MR. HOLLI DAY: Okay. Good norning,
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M. Hearing Exam ner, M. Technical -- or technical
advisors. Ben Holliday with the San Antoni o office of
Hol I i day Energy Law G oup appearing on behal f of
Silverback Operating I, LLC

THE HEARI NG EXAM NER: Thank you.
Wel come. And we have an entry of appearance from
Fasken G| and Ranch.

MR. RANKI N: Mor ni ng, M. Exam ner.
Adam Rankin with the Santa Fe office of Holland & Hart
appearing on behalf of Fasken in this case.

THE HEARI NG EXAM NER: Thank you. Does
Fasken object to this case being heard by affidavit?

MR. RANKI N: Does not.

THE HEARI NG EXAM NER: Are there any
ot her entries of appearance for case 23424? Heari ng
none, Silverback may proceed.

MR. HOLLIDAY: All right. Thank you,
M. Brancard. Before | get started, | can answer
M. Garcia's question. In a former life, I was a
I n-house | andman and nam ng wells was one of our
favorite things to do.

In fact, | think our crowning
achi evenent -- we had an individual who was tough to
work with and who had a nicknane. So we naned

the -- we naned a well after him It was the "Fat
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Elvis" and it made it through all of our filings and

there was the hottest conpetition to see who coul d

cone up with well nanes. It was a |ot of fun.
So | actually -- when | pulled the |i st
today, | wanted to commend everybody. | -- it's

pretty exciting.

So in this case, Silverback Operating
Il seeks to pool all uncommtted interests wthin a
standard 320-acre horizontal well spacing unit in the
Penasco Draw SA-Yeso Formation, and that's going to be
pool code nunber 50270.

The proposed spacing unit is conprised
of the north half of Section 9, Township 19 South,
Range 25 East in Eddy County for the Morrison 101H
102H, 103H and 104H wel I s.

Qur exhi bit package provides the
conmpul sory pooling checklist and the application al ong
with the notice for the docket. Silverback's
Wi tnesses today in this matter are |andman Larry
Coshow and geol ogi st Nate G | bertson, both of whom
have been previously qualified as experts by the
Di vi si on.

So if you nove now to Exhibit A this
is the self-affirnmed statement of Silverback | andman

Larry Coshow. He provides a nunber of exhibits,
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i ncl udi ng Exhibits Al through A8, and |I'Il just run
t hrough those briefly. Al is a copy of the stanped
application and notice provided in this matter.

A2 is our general |ocation map
depicting the location of the proposed Mrrrison
spacing unit. Exhibit A3 contains the Cl02s for the
four wells at issue in this case. Exhibit AdAis a
pl at of the proposed spacing unit along with our tract
nunbers. As you can see, there's two tracts in this
case.

Exhi bit A4B contains our ownership
i nformation for each of the tracts, both on a tract
basis as well as a consolidated unit basis. And
finally, Exhibit AACis a |list of our contact

information for all the relevant parties in this case.

Exhi bit A5 provides proof of notice to
the relevant parties in this matter. So while none of
the parties in this case nunber were deened not
| ocat abl e, out of an abundance of caution, Silverback
caused notice by publication to be run in the Carl sbad
Argus and Exhibit A6 is proof that this was tinely
done.

Exhi bit A7 is a copy of the well
proposal letter that was sent to the parties. And
goi ng over ny exhibits this nmorning, | realized we did
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not attach the AFEs to this. W have since filed them
in this case. So you guys should have received them
already and |I'm happy to do a supplenental filing for
t hat amended exhibit after this hearing is conpleted.

Finally, Exhibit A8 is a chronol ogy of
the contacts that details Silverbacks various
conmmuni cations and efforts to commt the parties to
this matter.

Moving now to Exhibit B. This is the
self-affirmed statenent of the geol ogist Nate
G | bertson who provides Exhibits Bl through B6.

As detailed in this statement, in
conpl eting his geol ogic study of the proposed
hori zontal spacing unit, M. G| bertson did not
observe any faulting, pinch-outs or other geol ogic
i npedi nents to horizontal devel opnent in the spacing
unit.

Bl is M. Glbertson's map identifying
the spacing unit along with a trajectory of the
proposed wells. B2 is our structure map depicting the
Yeso Formation that is a target of the proposed
hori zontal spacing unit.

Exhi bit B3 is our structural
cross-section that corresponds with the A-to-A prine

on the prior exhibit. On this Exhibit B3,
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M. Gl bertson provides the general |ocation of the
Yeso interval that Silverback's targeting
addi tional ly.

Exhibit B4 is our gun barrel diagram of
t he proposed wells that depicts the |ocation of the
proposed wells within the targeted formation, while
Exhi bit B5 is our diagramof the proposed well
trajectories within the targeted --

So finally, Exhibit B6. This depicts
the | ocation of the existing vertical wells in the
proposed hori zontal spacing unit and M. Gl bertson's
affidavit details the neasures that Silverback's taken
to ensure that it's acting as a prudent operator in
response to these wells while devel oping the proposed
hori zontal Mbrrison unit.

Finally, we can nove to Exhibit C.

This is nmy self-affirmed statenment of notice providing
that notice in this matter was tinely provided.

Exhi bit Cl contains our table of contacts and mailing

recei pts, along with a sanple notice letter that was
provided to all parties.

And as | nmentioned previously, while
there were no unlocatable parties in this matter, out
of an abundance of caution, | caused notice by
publication to be run in the Carl sbad Argus nore than
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ten days in advance of this hearing and so we've
provi ded that notice and affidavit in Exhibit C2.

If there are no further questions -- or
as |I'Il stay around for further questions, but we ask
that all exhibits, including A B and C, be admtted
into evidence and that the Division take this matter
under advisenent. Thank you. |'mgoing to stand by
for questions.

(Silverback Operating Il, LLC Exhibit

A, Exhibit B, and Exhibit C were marked

for identification.)

THE HEARI NG EXAM NER: Thank you. Any
guestions or concerns from Fasken? Kind of quiet over
there. Let's try M. Garcia.

THE TECHNI CAL EXAM NER GARCI A: One
guestion, and just to clarify. Your checklist has
sone red lettering in it. Does the color nean
anyt hi ng?

MR. HOLLI DAY: No. That was in the
tenpl ate that we had used. |It's funny 'cause |
t hought that was sonmething the OCD wanted to see. So
no, there's no significance to the lettering --

THE TECHNI CAL EXAM NER GARCI A:  Ckay.
Yeah. You can turn it black in your tenplate then.

It was supposed to be black on ours.
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MR. HOLLIDAY: Got it. W'Ill doit.

THE TECHNI CAL EXAM NER GARCI A: | think
that's all nmy questions. | was trying to -- sorry.
["mtrying to skimthrough your exhibits real quick.
You had a summary of contacts -- or a chronol ogy of
contacts with the pooled parties in here?

MR. HOLLI DAY: Yes. That would be in
A8, | believe.

THE TECHNI CAL EXAM NER GARCI A:  Ckay.
| believe that is all of my questions.

THE HEARI NG EXAM NER: M. Harrison?

THE TECHNI CAL EXAM NER HARRI SON: |
have no questions. Thank you.

THE HEARI NG EXAM NER:  All right.
Yeah. Sorry. | know we had sone glitches with
getting your stuff filed yesterday. So we're all sort
of catching up here quickly.

THE TECHNI CAL EXAM NER GARCI A:  Yeah.
| was going to nake one broad statenent, too, on that
now, M. Brancard. To all counsel, | think Marlene is
I n the background communicating with |ike nost of you
or your paralegals on filing amended exhibits right
now. | think our systems still down and stil
st ruggl i ng.

So you mght want to confirmthings are
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actually getting filed right now. Marlene i

responding to nost of them saying |ike, "Hey, our

systemis down. Please check again in a while and try
again." Not sure what the issue is, but FYI.

THE HEARI NG EXAM NER: All right. Let
me -- so, M. Holliday, let ne start with tab four.

These are your spacing unit and working interests

here. So let me just confirmthat the parties listed
in yellow are the parties you are pooling; is that
correct?

MR. HOLLI DAY: That is correct. Yes,
sir. And that -- there's a statenent to that effect
in M. Coshow s affidavit. But yes, we've identified
the parties to be pooled in yell ow

THE HEARI NG EXAM NER:  Ckay. As |'ve

S

said to everybody, it's sort of helpful if you kind of
just type that on the exhibit.

MR. HOLLIDAY: 1'll do that.

THE HEARI NG EXAM NER:  All right. So
you have five parties you're pooling here, two working
I nterest and three unleased mneral interest; is that
correct?

MR. HOLLI DAY: That's correct.

THE HEARI NG EXAM NER:  So with
notice -- notice was mailed out on the 13th. System
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Is really -- it's like -- we have a new Adobe Acrobat
software and it's really slow. Your newspaper
publication is March 24th; is that correct?

MR. HOLLI DAY: | believe so. |[|'d have
to go find it. One second. Were's the
affidavit -- yes, sir. It was on the 24th.

THE HEARI NG EXAM NER: Ckay. So you
have to publish ten business days prior to the
hearing. So |I think you mssed it by one day.

MR. HOLLI DAY: Okay.

THE HEARI NG EXAM NER: So what we do in
that situation is we sinply continue the case to the
next docket, which would be April 20th, and just see
i f anybody junps in during that tine frame --

MR. HOLLI DAY: Okay. Yes, sir. Very
happy to do that. W -- there were no unlocatabl e
parties, but I'mvery happy to -- we can certainly
continue on in this case. Just wanted to note that.
We did that out of an abundance of caution, but happy
to refile that -- or excuse nme -- re-notice by
publication and continue to the next docket.

THE HEARI NG EXAM NER: Ckay. Well,
you're correct. All your -- all the interests have
recei ved, and you do have green cards. So we probably

don't have to do that then because it is just sort of
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belt and suspenders there. Okay. | don't think I
have any ot her questions. M. Garcia, M. Harrison,
anyt hing pop up?

THE TECHNI CAL EXAM NER HARRI SON: Not
for me. Thank you.

THE TECHNI CAL EXAM NER GARCI A: Me
nei t her.

THE HEARI NG EXAM NER:  All right.

MR. HOLLI DAY: All right.

THE HEARI NG EXAM NER: Are there any
ot her interested persons then for case 23424? Hearing
none -- M. Holliday, I"'msorry. Did |l interrupt you?

MR. HOLLI DAY: No.

THE HEARI NG EXAM NER: Heari ng none,
the -- all the exhibits in case 23424 will be admtted
into the record and case 23424 will be taken under
advi senment. Thank you.

(Silverback Operating Il, LLC Exhibit

A, Exhibit B, and Exhibit C were

recei ved into evidence.)

MR. HOLLI DAY: Thank you.

THE HEARI NG EXAM NER: Ckay. We are on
items 42 and 43, cases 23417, 23418. MRC Perm an
Conpany.

M5. VANCE: Good norning, M. Hearing
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Exam ner, M. Garcia, M. Harrison. Paula Vance for
the Santa Fe office of Holland & Hart on behalf of the
appl i cant, MRC Perm an Conpany.

THE HEARI NG EXAM NER: Are there any
ot her interested persons for cases 23417, 234187
Hearing none, MRC may proceed. And | know we're
goofing around about well names. W won't ask you who
Mar| an Downey is.

M5. VANCE: Thank you. Al right. |
w Il go ahead and get started then. MRC is seeking
approval to pool all unconmtted interests in the Bone
Spring Formation. And I'll walk through this when we
get to the sub-exhibits, but there are two pools.

The first pool is the Rock Lake Bone
Spring south and that pool code is 52769 and that pool
Is associated with Sections 4 and 9 acreage. And then
we al so have the pool WC- 025G 06S233516m M ddl e Bone
Spring, and that pool code is 98246 and that's
associated with Section 16 acreage.

And this is all underlying -- in both
of these cases, all the acreages underline -- or is in
Townshi p 23 South, Range 35 East, Lea County, New
Mexi co.

I n case nunber 23417, MRC seeks to pool

a standard 400-acre, nore or |ess, overl apping
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hori zontal well spacing unit conprised of the west

hal f of the southeast quarter of Section 4 and the

west half of the east half of Sections 9 and 16 and
initially dedicate the spacing unit to the proposed
Mar|l an Downey State Com 123H wel | .

And then in case nunber 23418, MRC
seeks to pool a standard 400-acre, nore or |ess,
overl appi ng horizontal well spacing unit conprised of
t he east half of the southeast quarter of Section 4
and the east half of the east half of Sections 9 and
16 and initially dedicate the spacing unit to the
Mar|l an Downey State Com 124H wel | .

In these cases, we have included a copy
of the applications, provided the conpul sory pooling
checklist as well as the affidavits of |andman David
Johns and geol ogi st Bl ake Herber, both of whom have
previously testified before the Division and their
credentials have been accepted as a matter of record.

And M. Johns' affidavit is Exhibit C,
whi ch i ncludes Sub-Exhibits Cl, an overl ap di agram
And you will see there that the two proposed spacing
units wholly overlap the two wells, both of which are
operated by Matador. And the overlapping well -- the
existing well in case 23417 that one's the Marl an

Downey State 04 and 09-23S-35EAR and that's the 113H.
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And the overlap -- the existing well in
spacing unit is -- that is associated with case nunber
23418 is the Marl an Downey State 04 and 09-23S- 35EAR
114H well. There's a diagramthere.

And then nmoving on fromthat, we've got
Sub- Exhi bit C2, which is the overlapping notice and
that's for the first case, which is case nunber 23417,
and that's the Marl an Downey State Com 123H. And then
Sub- Exhibit C3 is a simlar, but for -- it's another
over |l appi ng notice, this one for the 124H.

And then Sub-Exhibit C4 are our Cl02s.
And as | nentioned when | opened, we have two
different pools and you will see that we have two
different C102s, both outlining the acreage associ ated
with the pool that's indicated in the Cl102 for both of
the wells.

Then we have Exhibit C5, which is the
| and tract map, C6, which is our ownership schedule
that |lists out our unconmm tted working interest owners
and over-rights that we are seeking to pool.

This is followed by C7, a sanple well
proposal letter and AFEs. And if you | ook at Exhi bit
C7, | believe it is page 45. W did provide a anmended

or additional followup on the notice to correct a

footage, and that was tinely nmailed -- or sent out
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timely.

And then Exhibit C8 is the chronol ogy
of contacts.

This is followed by M. Blake's
affidavit, which is Exhibit D, and includes
Sub- Exhi bits D1, a | ocator map, D2, a SEPC structure
map, and D3, a structural cross-section. In these
cases, M. Blake did not observe any faulting,
pi nch-outs or other geologic inpedinents to the
hori zontal drilling of these wells.

And then lastly is Exhibit E, which is
a self-affirmed statenment of notice with sanple
|l etters that were tinely mailed on March 17, 2023, and
Exhibit F, an affidavit of notice of publication,
which was tinmely published on March 21, 2023.

And unl ess there are any questions, |
woul d ask that all exhibits and sub-exhibits be
admtted into the record and that case nunbers 23417
and 23418 be taken under advisenent at this tine by
the Division. And | stand by for any questions.

(MRC Perm an Conpany Exhibit A through

Exhi bit F were marked for

I dentification.)

THE HEARI NG EXAM NER:  Thank you.

M. Garcia?
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THE TECHNI CAL EXAM NER GARCI A:  No
guesti ons.

THE HEARI NG EXAM NER: M. Harrison?

THE TECHNI CAL EXAM NER HARRI SON:  None
either. Thank you.

THE HEARI NG EXAM NER: Why do | have to
ask all the questions? All right. So really having a
hard time with our PDFs here today. Your
Cl02s -- there they are. Cl02s are all for 639 acres,
not for 1,279. They have their own little spacing
units, all of them

M5. VANCE: | guess |'m confused by
your question, or the statenent. Can you clarify,

M . Hearing Exam ner?

THE HEARI NG EXAM NER:  |' m | ooki ng at
your Cl102s. Like I'm | ooking at page 69 out of 136.

M5. VANCE: Sixty-nine?

THE HEARI NG EXAM NER:  Am | on the
ri ght case here?

M5. VANCE: | don't think so because ny
C102s are on page 28 --

THE HEARI NG EXAM NER: l"mnot. |'m
sorry. |I'mon the wong case. |I'msorry. |'mfine.
Thank you.

M5. VANCE: Okay.
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THE HEARI NG EXAM NER: Junped ahead to
the next case already. AlIl right. Are there any

ot her interested persons then for cases 23417, 234187

Hearing none, the exhibits will be admtted into the
record and these cases will be taken under advi senment.
Thank you.

(MRC Perm an Conpany Exhibit A through

Exhibit F were received into evidence.)

M5. VANCE: Thank you.

THE HEARI NG EXAM NER: Wth that, we
are on cases 23428, 23429. OXY USA.

MR. RANKI N: Mor ni ng, M. Exam ner.
Adam Ranki n appearing on behalf of the applicant in
t hese cases, OXY.

THE HEARI NG EXAM NER:  Thank you. COG
Operating. Anyone else interested --

M5. RYAN: Still here. COG Operating.
Beth Ryan. Thank you.

THE HEARI NG EXAM NER:  Thank you,
Ms. Ryan. All right. Does COG have any objection to
this case going forward by affidavit?

M5. RYAN.: No, we don't.

THE HEARI NG EXAM NER: Thank you. All
right. Are there any other interested persons for

case 23428 or 23429? Hearing none, OXY nmay proceed.
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MR. RANKIN: Thank you, M. Examn ner.
In these two cases, OXY is requesting approval of two
1, 279. 16-acre, nore or |ess, non-standard hori zont al
wel |l spacing units. One would be in the WIf Canp
Formation. That's case 23428. The other will be in
the Bone Spring Formation. That is in case 234209.

In both cases, OXY is also seeking to
pool all uncommtted interests in those two spacing
units -- non-standard spacing units.

Now, in each case, OXY is proposing to
dedi cate certain wells in the Wil f Canp. |In case
23428, it's seeking to dedicate six initial wells
identified as the Gold Log 4 9 Fed Comwells. And in
t he Bone Spring case, 23429, OXY is seeking to
dedi cate four initial wells, the -- also the Gold Log
4 9 wells.

On Tuesday, M. Exam ner, we filed
exhi bit packets, Exhibits A through G and served them
on COG and Concho. Exhibit Ais a -- are the
application checklists identifying each of the
el ements necessary for pooling. Exhibit Bis a copy
of the application in each case.

Exhibit Cis the self-affirned
statenent of OXY's |l andman in these cases, M. Anber

Del ach [ph], and she has previously testified before
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the Comm ssion -- rather the Division.

In her affidavit, she reviews the
requests to approve two separate non-standard spacing
units in each case and identifies the proposed initial
wells which will be dedicated to each of the spacing
units.

Attached to her affidavit or
self-affirmed statement is Exhibit Cl, which are the
two proposed communitization agreenents that wll be
submtted to the BLM

And as a matter of record, she explains
why OXY is seeking non-standard spacing units in these
cases and that is to allow the BLMto approve these
communi ti zation agreenmnents, which will allow OXY to

reduce the surface inpact, have fewer trains,

resulting in lower costs and also elimnating or
reduci ng potential em ssions.

So she explains the need for the
non-standard spacing units as well in her affidavit
and the need for the approvals to proceed with the
BLM

Exhi bit C2 attached to her
self-affirmed statenent are the Cl102s for each of
these wells. And, M. Exam ner, | know you noted
that -- just | think in another case that the outline
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in these Cl102s show |l ess than the full proposed
dedi cated acreage that it proposed for these
non-standard units.

And so if required, M. Exam ner, we
can submt updated ones. But at the tine when these
are filed with the Division, we will make sure that
t hey show the full dedicated acreage proposed for
t hese non-standard units.

Exhibit C -- also, M. Exam ner, in the
Cl02s, it identifies the pool and pool code which
are -- will be assigned for each of these wells within
the formations.

Exhibit C3 is a |and plat identifying
the different tracts within the acreage as well as the
parties within and their interests within each one of
those tracts. Attached to that page is a |list of the
parties and their interests on a tract basis and on a
unit-w de basi s.

Parties that OXY is seeking to pool,
and this is the -- these are the sane interests for
the Wl f Canp and Bone Spring, are identified in
yell ow and you'll note at the bottom of the page where
we kept -- we provide a recapitulation of the
interests on a unit-w de basis.

OXY identifies all the parties it's

Page 135

Paul Baca Professional Court Reporters 505.843.9241
A Veritext Company www.veritext.com




© 00 N oo o b~ wWw N

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

seeking to pool and clarifies that there's -- parties
in yellow are the parties that are subject to the
pool i ng.

In addition to the working interests
that they're seeking to pool, OXY is also pooling some
record title only parties, parties that hold a bare
record title interest in order to perfect the
communi tization requirenents from-- wth the BLM
Those parties are listed in yellow as well.

C4 is a sanple well proposal letter
that was sent out to the parties and the working
I nterests along with the estimted costs for each of
the wells.

Exhibit C5 is a copy of the chronol ogy
of contacts and OXY's efforts to locate and identify
each of the parties that it's seeking to pool.

Exhibit C6 is a notice plat that shows
the offsetting tracts as affected parties who were
required to receive notice of the non-standard unit
under the Division's rules and those parties are
identified in the surrounding tracts under C6.

Exhibit Dis a self-affirmed statenment
of M. Daniel Burnett. He's a geologist who's
previously testified. And he provides, in his

self-affirmed statenent, analysis of the geol ogy and
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the target intervals for each of the two applications.

And the -- his analysis that horizontal well
devel opnent is appropriate and will prevent waste and
wll protect correlative rights.

Attached to his affidavits are D1
through D4. These are the standard maps show ng the
general |ocation map, his line of cross-section for
A-to-A prime when he -- for his cross-section exhibits
as well as structure maps identifying the top of the
Bone Spring and Wolf Canp Formations for each case.

And then also his cross sections
showi ng the target intervals for each of the proposed
wells within the spacing unit show ng that the geol ogy
that they are targeting is consistent across the
entire spacing unit.

Exhibit Eis the affidavit of Ms. Chaka
[ph]. She is a facilities engineer. She's not
previously testified before the Division. Therefore,
her credentials, education and work experience are
attached to her self-affirmed statenent as Exhibit EL.

M. Examner, | would ask, based on her
qualifications, that she be recogni zed before the
Division as an expert in -- as a facilities

engi neeri ng expert.

THE HEARI NG EXAM NER: Hearing no
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obj ection, so recogni zed.

MR. RANKIN. Thank you, M. Exam ner.
Attached to her self-affirnmed statement in which she
expl ains the necessity or the benefit of having a
non- st andard spacing unit for these two cases are her
anal yzes in E2 and E3.

Exhi bit E2 reviews the additional pads
and facilities that would be required if OXY were to
have to produce these spacing units on standard
spaci ng.

You'll see that the total cost savings
here is nearly $10 mllion if OXY is allowed to
produce these wells on non-standard spacing units.
That will allow these wells -- nmake these wells nore
econom ¢ and allow themto produce for a | onger period
of tinme.

In addition, you'll see that because of
the reduction in facilities, there is an expected
em ssion savings of approximtely 3,200 tons of
the -- of Co2 equival ent each year.

Her next exhibit, E3, shows the savings
on the surface inpacts, another benefit of having a
reduced facilities as a result of the non-standard
spacing unit.

Exhibit F, M. Exam ner, is the
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affidavit of publication that we provided. Sone of
the noticed parties indicate that they did not receive
or that they were being returned. So therefore, we
are relying on the notice of publications in these
cases.

The notice of publication for the first
case, the Wl f Canp case, correctly identifies the
formation and you'll see it was published tinely and

I dentifies each of the parties that required notice in

this case.

The next one, M. Exam ner, for the
Bone Spring case, case nunber -- get the nunber
correct -- 23429 incorrectly identifies the Wil f Canp
Formation in the notice. And so one thing I'll just

say, M. Exam ner, is that there is no ownership depth
severance here.

Al the parties are the sanme whet her
they're in the Bone Spring or Wolf Canp and so while
we are relying on notice of publication here,
everybody that has an interest would be notified of
what OXY is seeking to do here.

So we're -- we can discuss this after
"' mdone with ny presentation, M. Exam ner, but |

don't believe that additional notice by publication is

requi red because there is no ownership depth severance
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and if there were any interests that were at issue,
t hey woul d be beyond notice that OXY is seeking to
pool this acreage.

Exhibit Gis the affidavit
of -- affidavit prepared by nyself and our office
reflecting that we provided notice to each of the
parties we're -- OXY is seeking to pool as well as
those in the offsetting tracts affected by the
application.

M. Exam ner, for sone reason when we
filed our exhibits on Tuesday, the notice |etter and
the mail -- certified mail tracking information was
|l eft off or was not included in the filing. So
therefore, this norning, we have or are in the process

of attenpting to file a replacenent Exhibit for that

Exhibit -- that final Exhibit G

That will include the notice letter
that we sent out on March 17th as well as the status
of the mailings to each of those parties that |
descri bed previously. And so once -- | did mail that
to you and to COG  So you should be able to see it
and see that we did provide notice, as indicated in ny
af fidavit.

Wth that, M. Exam ner, unless there
are any questions from Ms. Ryan or yourselves, we ask
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t hat these cases be taken under advisenent.

(OXY USA Inc. Exhibit A through Exhibit

G were marked for identification.)

THE HEARI NG EXAM NER: Thank you.

M5. RYAN. No questions.

THE HEARI NG EXAM NER: Thank you for
answering nmy question before | even asked it. Thank
you. M. Garcia?

THE TECHNI CAL EXAM NER GARCI A: | have
one question, and this is truly just ne | earning here,
M. Rankin. Has BLM ever tal ked about why they won't
allow facilities to condense without an NSB? | mean,
| know we've done this a fewtines and |I'm just
curious for nyself |earning.

MR. RANKI N:  Yeah. So the issue is

that the way the -- and this is true as well really
for the state land office -- is that
communiti zation -- the purpose of a comrunitization

agreenent is to authorize the allocation of production
within an approved spacing unit.

And because of that, the BLMw Il not
aut horize or agree to a CAunless it is subject to
state spacing -- a state spacing order or approval.

And so unless and until the operator obtains a spacing

order authorizing that acreage to be in a spacing
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unit, the BLMw Il not approve a CA for that acreage.

THE TECHNI CAL EXAM NER GARCI A:  Okay.

MR. RANKIN: And so it's a little bit
of a cart before the horse issue where we need to
first obtain spacing authorization fromthe Division
before the BLMwi || approve CA

THE TECHNI CAL EXAM NER GARCI A:  Yeah.
So they basically see it as tw standard spaci ng
units, two separate facilities, two production
al | ocati ons.

MR. RANKIN:. And the problem here
M. Garcia is that because of the arrangenent of
| eases, the BLM wi ||l not approve conm ngling; okay?
Surface com ng between the two different spacing units
or the -- even within the Bone Spring or Wl f Canp
because of the different |ease rates and inclusion of
other state and fee | eases.

And so even if we could do separate
spaci ng, we wouldn't be able to comm ngl e between the
different | eases and the pools with the feds. And so
we woul d have to have, | think in this case, four
different spacing units w thout surface com ngling.

THE TECHNI CAL EXAM NER GARCI A:  Ckay.

| appreciate it. Again, that was just self-I|earning.

So | have no further questions, M. Brancard.
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okay. So | do see that we have an email wth your
exhibit -- replacenent exhibit, M. Rankin. | don't
know -- M. Garcia, M. Harrison, have you seen that?

THE TECHNI CAL EXAM NER HARRI SON: I
have not.

THE TECHNI CAL EXAM NER GARCI A: Sane.
| have not.

MR. RANKIN: [I'msorry. | didn't have
M. Harrison's email. But | do believe | did send it

to M. Garcia, but | know he's been busy paying

attention to all the cases he's invol ved in.

have

at it

t al ki

clear, it's going to be replaced when Exhi bit

THE HEARI NG EXAM NER:  Thank you. Oh,

THE TECHNI CAL EXAM NER HARRI SON: | do
it. If you give ne just a mnute to take a | ook
real quick.
THE HEARI NG EXAM NER:  Ckay.
THE TECHNI CAL EXAM NER GARCI A: You're
ng about OXY replacenment Exhibit F?
MR. RANKIN. Yeah. And just to be

G -- when we file.
THE TECHNI CAL EXAM NER GARCI A:  Ckay.
Yeah. | just read the nane of the file.
THE HEARI NG EXAM NER:  All right. So
the list on this exhibit then is all of your notice;
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Is that correct? For both the conpul sory pooling and
t he non-standard spacing unit?

MR. RANKIN:. Yes. And you'll see,
M. Examner, we did also provide notice to the BLM
and state land office because state and federal [|ands
are included.

THE HEARI NG EXAM NER: | did see that.
G eat .

MR. RANKI N: Happy dance.

THE HEARI NG EXAM NER: And ny qui ck
check is that you seemto have covered people who need
to be covered here. M. Garcia, M. Harrison any --

THE TECHNI CAL EXAM NER HARRI SON: A

qui ck --
THE TECHNI CAL EXAM NER GARCI A: | don't
have further questions, but I'll pass to M. Harrison.
THE TECHNI CAL EXAM NER HARRI SON:  Thank
you. M. Rankin, | have a quick question, and kind of

in line with what we've seen earlier today.
You' ve got a | ot going on in
this -- these exhibits, but page 88 when we start
di scussi ng pooled parties -- and ny question is a
pool ed party 128 Holdings is listed in tract one, but

it appears that they're not highlighted in yell ow as

bei ng pooled in the next page. I'mjust trying to
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make sure that they are or are not being pool ed.

MR. RANKIN. Thank you for that
guestion, M. Harrison. As it turns out, on the very
m nute we were preparing to file these exhibits on
Tuesday, 128 Hol dings LLC submtted a signed JOA and
el ection to participate.

And so we were able to revise the |ist
of pooled parties and so we reflect, as is correct,

t hat they are not being pooled. They're not
hi ghlighted in yellow and that's the reason for that.

THE TECHNI CAL EXAM NER HARRI SON:  Thank
you. And | believe with both cases that that is the
case, one for the Bone Springs and one for the WlIf
Canp; is that correct?

MR. RANKIN: That's true, M. Harrison.
The ownership interest is identical between the
formati ons.

THE TECHNI CAL EXAM NER HARRI SON:  Thank
you. No further questions.

THE HEARI NG EXAM NER: Ckay. So,

M. Rankin, are you saying that -- |'m confused here.
You submtted a replacenent Exhibit F, but it's

actually Exhibit G is that what you' re saying?

MR. RANKIN:  Yeah. |
think -- it's -- the very last exhibit of our exhibit
Page 145
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.veritext.com



© 00 N oo o b~ wWw N

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

packet is the affidavit of notice and | believe as
filed, it's mssing the notice letter and the sort
of -- and the proof of certified miling.

And so we circul ated, by email, what's
titled as, "Replacenent Exhibit F," but it really
should be "G " So | apol ogize for the confusion. So
when we file this, and we will reserve it, it should
be -- it'll be | abeled as Exhibit G because that's the
correct replacenent exhibit.

THE HEARI NG EXAM NER: Ckay. (Good.
Because Exhibit F is the affidavits of publication.

MR. RANKIN: Correct.

THE HEARI NG EXAM NER: Ckay. Yeah, |
need -- yeah. Your affidavit has them backwards in
the regular letter. So make sure your letter -- your
letter refers to the exhibit that has the affidavits
as Exhibit G So anyway, if you could just clarify
that so that you' re replacing sonething that you
shoul d be repl aci ng.

MR. RANKIN: Yeah. Yeah. Yeah. I
understand. | think normally, we have it the other
way around. So we --

THE HEARI NG EXAM NER:  Right. Right --

MR. RANKIN: Yeah. [|'ll make sure that
when we - -
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THE HEARI NG EXAM NER: It just got into
the filing out of order there.

MR. RANKIN: Yeah. Yeah.

THE HEARI NG EXAM NER:  All right. So
any other further questions on case -- so |let ne just
work it through here. W have a non-standard spacing
unit for both formations; is that correct?

MR. RANKI N: Correct, M. Exani ner.

THE HEARI NG EXAM NER: ' Cause this is
not Purple Sage Wolf Canp. This is just regular Wl f
Canmp?

MR. RANKIN: This is just a regular
Wbl f Canp.

THE HEARI NG EXAM NER:  Ckay. But it
| ooks like -- in |ooking at your Cl02s -- that how the
wel |l s are placed, arguably you have two standard
spacing units that you're conbining into one.

MR. RANKIN. For each formation. That
could be the case. Correct.

THE HEARI NG EXAM NER: Yes. That you
have wells that could be considered proximty wells to
make those half section wi de and then you conbi ne t hem
i nto one section w de.

MR. RANKIN: | believe that's true. |
didn't confirmthe offset -- that they're within 330,
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within the quarter-quarter sections, but | believe
that's probably true in this case.

THE HEARI NG EXAM NER:  Ckay. |'m doi ng
the math in ny head, which is al ways dangerous. So
just kind of wanted to confirmthat. That just makes
it alittle easier for us 'cause we have -- obviously,
as | nmentioned earlier, we have a history of approving
two standards as a non-standard with the justification
that you're providing.

So -- all right. Any other questions
or concerns on these cases, 23428, 23429? Exhibits
are admtted into the record and cases taken under
advi senent and hopefully the exhibit nunbers will be
clarified when you get that supplenental file.

(OXY USA Inc. Exhibit A through Exhibit

G were received into evidence.)

MR. RANKIN:. WII| do.

THE HEARI NG EXAM NER: Thank you.

Forgot to ask, M. Garcia. Do you care about those
C102s?

THE TECHNI CAL EXAM NER GARCI A: |
t hought Adam nmade the statenment when he was presenting
about -- that they would be updated. | may have heard
wWr ong.

THE HEARI NG EXAM NER: Yes, he did say
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t hat .

THE TECHNI CAL EXAM NER GARCI A:  Okay.
So sorry. | guess | assuned.

THE HEARI NG EXAM NER: Ckay. Thank
you. All right. Dana, are we doi ng okay?

THE REPORTER: Yes, doing fine.

THE HEARI NG EXAM NER:  All right.

Well, why don't we take about a ten-m nute break here?
Let's get back by 11:20; all right?

(OFf the record.)

THE HEARI NG EXAM NER:  [It's the OCD
hearings of April 6, 2023. W are on item 46, case
23405. Mewbourne QG| Conpany.

MR. BRUCE: M. Exam ner, Jim Bruce
here on behal f of Mewbourne.

THE HEARI NG EXAM NER: Thank you. Are
t here any other entries of appearance for case 23405?
Heari ng none, Mewbourne may proceed.

MR. BRUCE: M. Exami ner, as a
prelimnary matter, all these succeedi ng Mewbourne
cases, as you well know, have sone issues. \Wat |
would like to do on each of themis present the case
and at the very end, so it's just in one place in the
transcript, nmention the itens that | think I need to

cure.
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In this particular case, Mewbourne
seeks to anmend order nunber R-22069 to extend the
drilling commencenent deadlines. That order pooled
the west half/east half of Section 11 and the west
hal f/ sout heast quarter of Section 2, 18 South, 32 East
in Lea County to drill one of Mewbourne's Dragonstone
Bone Spring wells.

The order was entered March 9, 2022,
and paragraph 19 of the order requires the operator to
comrence the well within one year and paragraph 20
all ows the operator to request an extension of this
order.

Exhibit -- that -- Exhibit 1 contains
the application and proposed notice. Exhibit 2 is the
affidavit of Brad Dunn, the [andman in this matter.
Mewbour ne has force pooled other wells in this area.
They've drilled sonme of them

And the basic reason for the extension
request is to -- and Mewbourne does plan on drilling
this well later this year, but they want to | ook at
t he production results fromoffsetting wells and, if
necessary, adjust their drilling program-- conpletion
program accordi ngly.

Exhibit 3 is nmy affidavit of notice

wth the notice letter and Exhibit 4 is the affidavit
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of publication. First, | would note that obviously
March 9th has passed. | would note that -- also note
that this application was filed before March 9th.

And in fact before then, | had filed
case 23380 requesting the sanme relief requested
herein, but | made a m stake in the application and |
put the wrong order nunmber down and so | refiled it as
this case with the proper order nunber and then |
di sm ssed the prior case, which was originally set to
be heard four weeks ago.

So | think this application was tinely
filed and I'd request that it be approved. The only
other thing I would note is that for all of ny cases,
| felt good about them all except when | couldn't get
t he pooling spreadsheet and the pooling checklists
pr epar ed.

| was kind of disappointed because in
t he dozen and a half or so cases | am presenting
t oday, on each and every one of them the newspaper
publication was tinely published, and | don't think
that's happened to nme for a couple of years.

| mean, obviously on certain cases.

For once in ny life, | got themall published by the

pooling -- by the publication deadline.
So with that, | would npve the
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adm ssion of the Exhibits 1 through 4, but then

will -- probably after this afternoon, | will file a
subsequent notice with an anended affidavit of mailing
wth the green cards and a notice spreadsheet, and |
think that is all that | need to do in this particular
matter. Thank you.

(Mewbourne O| Conpany Exhibit 1

t hrough Exhibit 4 were marked for

I dentification.)

THE HEARI NG EXAM NER: Thank you.

M. Garcia, questions?

THE TECHNI CAL EXAM NER GARCI A:  No
gquesti ons.

THE HEARI NG EXAM NER: M. Harrison?

THE TECHNI CAL EXAM NER HARRI SON:  No
guestions. Thank you.

THE HEARI NG EXAM NER: Ckay. So yes, |
think that the issue then is the notice docunentation
in this case?

MR. BRUCE: Yes.

THE HEARI NG EXAM NER: So it's the
spreadsheet and what ever green cards you have to go
along with it. Oher than that, | don't have any
guestions in this case.

So with that, are there any other
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I nterested persons in case 23405? Hearing none,
case -- the exhibits in case 23405 will be admtted
into the record and the case will be taken under
advi senent, subject to submttal of the notice
spreadsheet and --

(Mewbourne G| Conpany Exhibit 1

t hrough Exhibit 4 were received into

evi dence.)

MR. BRUCE: Yeah. And all of the
remai ni ng cases will be continued April 20th.

THE HEARI NG EXAM NER:  Right. This one
we won't continue because you didn't need a checkli st
for this case.

MR. BRUCE: Yeah. Correct. Yes.

Thank you.

THE HEARI NG EXAM NER:  All right. Wth
t hat, we have cases 23406, 23407. These are itens 47
and 48 on our list. Mewbourne O Conpany.

M. Bruce, are these cases conbined or are you
doing -- taking themone at a tinme?

MR. BRUCE: No, they're not conbi ned.

THE HEARI NG EXAM NER:  Ckay.

MR. BRUCE: Pretty simlar. Just
23406, if you pl ease.

THE HEARI NG EXAM NER:  All right. Then

Page 153

Paul Baca Professional Court Reporters 505.843.9241
A Veritext Company www.veritext.com



© 00 N oo o b~ wWw N

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

we'll just do 23406. Are there any other entries of
appearance for case 23406? Hearing none, please
proceed, Mewbourne.

MR. BRUCE: M. Exam ner, in this case,
Mewbour ne seeks to force pool the south half of
Section 23 and the south half of Section 24, 22 Sout h,
27 East, Eddy County for purposes of drilling two
so-called "Tommy Boy" Wl f Canp wells. Qbviously
sonebody at Mewbourne is fan of -- oh, what's his nane
from Saturday Ni ght Live?

Exhibit 1 is the pooling application
and noti ce. Exhibit 2 is the statenent of Brad Dunn,
the I andman. The affidavit contains the usual
information. |t requests overhead rates of 8,800 per
nont h, contains the |land plat, Cl102s, the tracts and
all the | ease -- which | eases are comm tted, which
I nterest owners are conm tted.

If you'll -- Attachment B to Exhibit 2,
i f you look at that, the only person being pooled is
Joy Magby, MA-GB-Y. Additional parties were
notified of this application, but Mewbourne has cone
to terms with all of them So they're seeking to
force pool one interest owner in this pooling

appl i cati on.

The application also contains the well
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proposal, the AFEs, which are stated to be fair and
reasonabl e.

Exhibit 3 is the affidavit of Tyler
Hll, the geologist, and his usual data, a structure
map showing the well unit and the proposed wells. It
also -- you can also see all of the offset Wl f Canp
wells and they are all |laydown wells, which is the
reason that Mewbourne is asking for a | aydown wel
unit. Contains all the other information.

Exhibit 4 is ny affidavit of notice.

As you can see, | notified four people, but at this
poi nt, only Joy Magby is being pooled and ny certified
noti ce spreadsheet will still reflect that.

And then the affidavit -- Exhibit 5 is
the affidavit of publication as to all of the interest
owners.

So in this case, | do owe you the
certified notice spreadsheet and the affidavit,
the -- nmy notice affidavit, updated to include the
white slips and green cards. But with that, | would

request that Exhibits 1 through 5 be admtted into the

record and -- oh, and of course | owe you a pooling
checkl i st.
And the Cl102 did not contain the pool
nanme and pool code. | will put that in the
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spreadsheet, but I will also put it -- I wll also
file corrected Cl102s. This is a Purple Sage Wl f Canp
well -- or wells and -- but | will also submit to you
corrected Cl102s. And | think that's about it.

(Mewbourne O Conpany Exhibit 1

t hrough Exhibit 5 were marked for

i dentification.)

THE HEARI NG EXAM NER:  Thank you.
M. Garcia, questions?

THE TECHNI CAL EXAM NER GARCI A:  No
guesti ons.

THE HEARI NG EXAM NER: M. Harrison?

THE TECHNI CAL EXAM NER HARRI SON: No
guestions at this tinme. Thank you.

THE HEARI NG EXAM NER:  Thank you.
| -- M. Bruce, | think you answered the question
| -- main question | have | acking a checklist, which
I's the pool is Purple Sage. So these are 320-acre
tracts; is that correct?

MR. BRUCE: Correct.

THE HEARI NG EXAM NER: So this is a
standard horizontal spacing unit then?

MR. BRUCE: That is correct.

THE HEARI NG EXAM NER:  Ckay. Thank

you. Are there any other interested persons
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then -- oh, also, | think I -- sonebody internally
said that this well is within a few mles of the
Carl sbad Brine Well Renmediation Project. So --

MR. BRUCE: Ch, okay.

THE HEARI NG EXAM NER: It's not as
close as the one that | discussed earlier today, but

just so your fol ks are aware when they go for the

APD - -
MR. BRUCE: Yeah. And | think -- let

me check. 2227. Yeah. That is -- | think the next

case is the sane thing. | will contact nmy client and

make sure they're in contact with the OCD district
office in Artesia regarding that.

THE HEARI NG EXAM NER: Thank you. Al
right. Any other interested persons for case 234067
Hearing none, the exhibits will be admtted into the
record. The case is continued to April 20th. And we
need spreadsheet, we need checklists, Cl102s, all that.

(Mewbourne O| Conpany Exhibit 1

t hrough Exhibit 5 were received into

evi dence.)

MR. BRUCE: Yes.

THE HEARI NG EXAM NER: And no need to
file the continuance. W'Ill just put it on the
docket .
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MR. BRUCE: Thank you.

THE HEARI NG EXAM NER:  All right. Wth
that, I will call case 23407. Mewbourne GO | Conpany.

MR. BRUCE: Jim Bruce for Mewbourne.

THE HEARI NG EXAM NER: And | believe we
had an entry fromMar O & Gas?

MR. PADI LLA: Mar O & Gas,

M . Exam ner. |"m Earnest L. Padilla, for the record,
on behalf of Mar Ol & Gas. And we're appearing -- we
don't have an objection to an affidavit hearing, but
we're appearing to preserve appellate rights.

THE HEARI NG EXAM NER:  Thank you. Al
right. Any other interested persons then for case
23407? Al right. So, M. Bruce, | had this as a
guestion mark because | don't think we got a
pre-hearing statenent in this case.

MR. BRUCE: Well, ny file shows |I have

one, and | hope to hell | filed it, but |I'm]looking at
it right now If you -- well, if you just want to
continue this one to the 20th, | will refile that or

file it, the application of publication, and | wll
get the other docunents that are needed on this matter

for that case. Maybe that's the easiest way to go.

THE HEARI NG EXAM NER:  Yeah. Maybe
we'll just do that. Wiy don't we just continue this
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to April 20th then and you can -- proper docunents
filed then.

MR. BRUCE: COkay. Yeah. Well, | don't
know what happened, but | do have one that | wll
I mmedi ately file after this hearing.

THE HEARI NG EXAM NER: Thank you. Al
right. So we're now on item 49, case 234009.

Mewbour ne O | Conpany.

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

THE HEARI NG EXAM NER:  Any ot her
I nterested persons for case 23409? Hearing none,
Mewbour ne may proceed.

MR. BRUCE: M. Exam ner, in this case,
Mewbour ne O | Conpany seeks to pool uncommtted
m neral interest owners into a non-standard spacing
and proration unit conprised of the west half of
Section 15 and the west half of Section 10, 23 Sout h,
34 East in Lea County.

The pooling is |imted fromthe top of
the First Bone Spring to the base of the Second Bone
Spring and the reason for that is there are existing
Third Bone Spring wells in these -- in this acreage
drilled by Mewbourne that are 1-mle |aterals.

So rather than nmess everything up,
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they're only seeking to pool the first and Second Bone
Spring for proposed wells.

And Exhibit 1 is the application and
proposed OCD notice. Exhibit 2 is the affidavit of
the | andman requesting the relief. There are a nunber
of parties to be pooled. The affidavit contains the
usual information. They're asking for $8, 000 per
month drilling well, 800 per nonth producing well.

And the NSP is requested because they
would like to -- as | wll subsequently nention,
there's a lot of wells out here. The -- Mewbourne is
trying to mnimze surface use, as M. Rankin said in
a previous case, to reduce surface use and reduce cost
to surface facilities and nmake the wells nore
econom c.

The affidavit contains the usual |and
plats, Cl102s, a list of the tracts involved and the
I nterest owners in each tract, a listing of the

i nterest owners and their percentage interests with

asterisks for those denoting being pooled, a summary
of communi cations with the parties being pooled, the
proposal letters, the AFEs, which are stated to be
fair and reasonabl e.

And Attachment Eis -- to Exhibit 2
shows the non-standard unit with the offsetting
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operators. All of the offsetting tracts are operat ed.
So there's only operators who are notified and | wll
get to that in a mnute, sir.

Exhibit 3 is the affidavit of the
geol ogi st, Jordan Carroll. Contains the usual
structure map as Attachnment A and if you | ook at that,
you'll see that this area is very heavily devel oped
and all of the well units are standup units. So that
Is the favored orientation.

Contains the horizontal drilling plans,
my affidavit of publication -- | nean, excuse
me -- affidavit of certified mailing and in this
mai ling, we notified the uncomnmtted m neral interest
owners.

Al so, there were record title owners
notified so that the tinme agreenent will be approved
by the federal governnent. And then there -- lists
the offset operators who were given notice. And then
Exhibit 5 is the affidavit of publication.

First of all, in this matter, again |
owe you revised Cl102s with the pool and pool code. |
owe you pooling checklists and | -- in this matter,
all of the acreage out here is federal and then
consistent with what you stated previously, | should
have notified the BLM
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And | think what | would request in
this matter is first of all, I'd ask that Exhibits 1
through 5 be admtted into the record and I wll
supplenent the list with a pooling checklist, revised
affidavit of mailing, the corrected Cl02s.

But since | have to give notice to the
BLM rather than continue to April 20th, | would Iike
to file a notion for continuance of this matter for
the May 4th hearing so that the BLMis given notice of
t he requested non-standard unit.

(Mewbourne O | Conpany Exhibit 1

t hrough Exhibit 5 were marked for

I dentification.)

THE HEARI NG EXAM NER: Thank you.

Is -- am | interrupting or are you still going,
M. Bruce?

MR. BRUCE: Nope. |'mthrough. Thank
you.

THE HEARI NG EXAM NER:  Thank you.

M. Garcia, any questions?

THE TECHNI CAL EXAM NER GARCI A: |
believe that captured it all. Just to clarify, 102s
al so include the acreage. | think you said pool nane
and pool code.

MR. BRUCE: Yes. Yes. Yeah. On all

Page 162

Paul Baca Professional Court Reporters 505.843.9241
A Veritext Company www.veritext.com



© 00 N oo o b~ wWw N

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

of the Cl102s, | will put the acreage, or if | can get
my client to revise them and save ne that headache, |
will do that. O herwise, we will put in the acreage.

THE TECHNI CAL EXAM NER GARCI A:  Sounds
good. No nore questions.

THE HEARI NG EXAM NER: Thank you.

M. Harrison, any --

THE TECHNI CAL EXAM NER HARRI SON:  That
was ny request as well. So thank you.

THE HEARI NG EXAM NER: Thank you. All
right. Okay. So for case 23409, the exhibits will be
admtted into the record.

We need a checklist, the notice
docunent ati on, including the spreadsheet, and -- which
i ncl udes notice docunentation for the non-standard
spacing unit and you need to provide notice to the
BLM revised Cl102s. And then this case wll be
continued to March 4th -- sorry. My 4th.

(Mewbourne O| Conpany Exhibit 1

t hrough Exhibit 5 were received into

evi dence.)

MR. BRUCE: Thank you. May. Thought |
was in a tim warp here, but --

THE HEARI NG EXAM NER:  Yeah. All
right. Now we are on case -- item nunber 50. This
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w |l be cases 23419, 23420. Mewbourne G| Conpany.

MR. BRUCE: Jim Bruce on behal f of
Mewbour ne.

THE HEARI NG EXAM NER: And we have a
entry of appearance from Devon Energy Production and
WPX.

MR. SAVAGE: Darin Savage with Abadie &
Schill on behalf of Devon Energy Production Conpany
and WPX Ener gy Perm an.

THE HEARI NG EXAM NER: Thank you. Any
ot her interested persons for cases 23419, 234207
Heari ng none, does Devon object to this case going
forward by affidavit?

MR. SAVAGE: Neither Devon nor WPX
obj ects. Thank you.

THE HEARI NG EXAM NER: Thank you. So
w th that, Mewbourne may proceed.

MR. BRUCE: M. Examner, 1'll just go
briefly through it. 1In the first case, Mewbourne
seeks to force pool the Bone Spring Formation
underlying the north half/south half of Section 2 and
the north hal f/south half of Section 1 of 19 South, 28
East .

In the second matter, they seek to

force pool the south half/south half of Section 2 and
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the south half/south half of Section 1 in the sane
townshi p and range. And they are proposing, in each
well unit, to propose -- to drill a Second Bone Spring
well and a third Born Spring well designated the "Rio
G ande" wel | s.

Exhibit 1 in each packet is the
application and the proposed notice. Exhibit 2 in
each packet is the affidavit of Mtch Robb, the
| andman, stating what he seeks, the pooling, seeking
rates of -- overhead rates of 8,000 and 800 a nonth
for the well. The usual attachnents are there, |and
pl ats, Cl102s, the tract map show ng the | eases
I nvol ved and the working interest owners invol ved and
their percentages. The -- |let ne see here.

There is the part of Attachnent B to
Exhibit 2 showing the listed interest owners and there
are four interest owners being pool ed designated on
this exhibit: Devon, XTO and EOG Resources. There is
a summary of contacts with these parties, proposal
| etters and the AFEs, which are stated to be fair and
reasonabl e.

Exhibit 3 is the affidavit of the
geol ogi st, Charles Crosby. Contains the usual

i nformation, structure map, which is Attachment Ato

Exhi bit 3, which shows the structure itself.
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But you'll also notice that all of the
wells in this area are -- all of the Bone Spring wells
in this area are |aydown wells and so that is the
preferred orientation and structure -- | nean, excuse
me -- cross-sections and there are separate structure
maps and cross-sections for each of the two Bone
Spring zones that these wells wll test.

And then there's the horizontal grow ng
pl ans, ny affidavit of notice to the parties being
pooled. There is also one record title interest owner
bei ng pool ed so that Mewbourne can get the
communi ti zation agreenent approved. And then
the -- Exhibit 5 is the affidavit of publication.

And so consistent with these other
cases, | need to submt revised Cl02s with the pool,
pool code, acreage. | wll submt the revised
affidavit of certified notice with the green cards and
the certified notice spreadsheet and then the pooling
checklist and with the request that this matter be
continued for two weeks. Thank you.

And | would nove the adm ssion of
Exhibits 1 through 5. Hello? Have | been cut off?

(Mewbourne G| Conpany Exhibit 1

t hrough Exhibit 5 were marked for

I dentification.)
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(O f the record.)

THE HEARI NG EXAM NER: It is April 6,
2023, in the afternoon. These are the hearings of the
New Mexico GO | Conservation Division continued. Last
we heard, we were on case 23419 and we had entries of
appearance from Mewbourne GO | Conpany and Devon
Ener gy, WPX

MR. BRUCE: Yes. And consolidated with
23420.

THE HEARI NG EXAM NER: Yes. Correct.
So maybe you should just start over on 23419, 23420,

M . Bruce.

MR. BRUCE:. Yeah. | was going to start
fromthe top. Thank you.

M. Exam ner, in case 419, Mewbourne
seeks to pool the Bone Spring Formation underlying the
north hal f/south half of Section 2 and north
hal f/south half of Section 1, 19 South, 28 East. In
the 420 case, they seek to force pool the south
hal f/ south half of Section 2 and the south hal f/south
hal f of Section 1, sanme township and range.

These are for the purposes of

drilling -- in each well unit, there will be -- these
are the Rio Grande wells. In each well unit, there
wll be a Second Bone Spring well and a Third Bone
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Spring well pool.

Exhibit 1 is the -- in each case is the
application and the proposed notice. Exhibit 2 is the
| andman of the -- or the affidavit of the | andman,

M tch Robb, who describes what they' re seeking and
that they -- it contains the usual information. The
overhead rates are 8,000 per nmonth and 800 per nonth.

Attachment A are the Cl02s for the
wells. And again, | wll run through these and I w ||
mention the issues that | need to correct at the end.
And then Attachment B contains all the information on
the tracts involved, the | eases involved and the
parties being pool ed, who are Devon, XTO and EOG, and
it gives their percentage interests in these matters.

Then there is the attachnment show ng
the comruni cations with the parties being pooled and a
sanpl e copy of the proposal letter and then the AFEs
I nvol ved. Exhibit -- again, it's all the usua
matters.

Exhibit 3 is the affidavit of the
geol ogi st, Charles Crosby, and for each zone, he has
attached a structure map and a cross-section, in other
words, for the First Bone Spring -- | nean, excuse
me -- Second Bone Spring and the Third Bone Spring.

And if you | ook at the
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attachnment -- attachnments to his affidavit, the
structure maps, you can see that all of the wells
being built out here are |aydown units, which is why
Mewbourne is doing the |laydown units. The operators
have decided that is the proper orientation for

maxi mum production. Attachnment E is the horizontal
drilling plans.

Exhibit 4 is ny statenent of notice and
again, there are four parties being pooled -- four
wor ki ng owner interest groups being pooled. There is
also a record title owner being pool ed, Cccidental
Perman. So that a tinme agreenent will be approved by
t he BLM

Exhibit 5 is ny affidavit of
publ i cation, which once again is tinely published.

And so | owe you suppl ements. Nunber

one, | wll revise the Cl02s to show the pools, pools
code -- the pool code, the acreage or the acreage
amount and | will submt a new affidavit of -- an

anmended affidavit of notice with the green cards and a
certified notice spreadsheet and then finally, | wll
submt the pooling checkli st.

And with that | would nove the

adm ssion of Exhibits 1 through 5 and ask that the

matt er be continued for two weeks so that the record
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may be supplenmented, and that's it. Thank you.

THE HEARI NG EXAM NER:  Thank you.
Let's first go to Devon, WPX, any questions?

MR. SAVAGE: No questions. Thank you.

THE HEARI NG EXAM NER: Thank you.

M. Garcia, questions? M. Garcia? M. Harrison, are
you there? GCkay. All right. | don't have any

gquesti ons. But | think, M. Bruce, you summari zed
what it is you need to provide for the next hearing
dat e.

At this point, we will admt your
exhibits into the record as they are and the case w ||
be continued to the April 20th docket to provide the
addi tional notice and other requirenments. Thank you.

(Mewbourne O | Conpany Exhibit 1

t hrough Exhibit 5 were received into

evi dence.)

MR. BRUCE: Thank you.

THE HEARI NG EXAM NER:  So with that, we
are on items, | believe, 52, 53, 54, cases -- or mybe
just 52 and 53. Find out.

MR. BRUCE: Correct. Correct.

THE HEARI NG EXAM NER:  Ckay.

Case -- so0 23445 and 23446. Mewbourne Q| Conpany.

MR. BRUCE: M. Exam ner, Jim Bruce
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here for Mewbourne.

THE HEARI NG EXAM NER: Thank you. Are
there any other interested parties for cases 23445,
234467 Hearing none, Mewbourne may proceed.

MR. BRUCE: COkay, M. Exam ner. These
cases are related in the fact that they involve the
sane | ands, although the first case is for pooling the
Wl f Canp formation and the second case is for pooling
t he Bone Spring Formation.

And in 445, Mewbourne seeks to force
pool the northwest quarter of Section 14 and the west
hal f of Section 11, 26 South, 29 East. This is in the
Purpl e Sage Wl f Canp gas pool and in this case,
Mewbour ne is al so seeking unorthodox well |ocations.

Of course, the Purple Sage Wl f Canp
has 330 feet setbacks fromthe -- for the first and
| ast take points. In this case, Mewbourne is seeking
100- f oot set backs.

Exhi bit 1 contains the application and
proposed ad. Exhibit 2 is the landman's affidavit
containing, as | said, the usual information,

I ncl udi ng the overhead rates of 8,000 and 800 per

month. Contains -- is sonebody trying to speak?
Okay. | heard sonet hi ng.
THE HEARI NG EXAM NER: | don't think
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so.

MR. BRUCE: Attachnment Ais the |and
pl ats showing the tracts involved and then there's the
C102s, which | neglected to include the pools and pool
codes.

But Attachnment B shows the tracts and
the interest owners being pooled. The only two
I nterest owners being pooled at this tinme are Carbon
Tex [ph] Energy and Nu Energy -- Nu, N-U, Energy Q|
and Gas, Inc. A very small percentage interest is
bei ng pool ed.

The -- well, | should say there are
several additional parties, EXCO Resources, E-X-C O
Kauf f man Conpany and RKC.

There's Attachnment C which shows how
they attenpted to contact these parties. Mewbourne
has never heard back fromthem and as a matter of
fact, Carbon Tex [ph] and Nu Energy have been
unl ocatable for years. That is noted in the |andman's
af fidavit.

| have attenpted to notify them
probably six, eight times over the past couple of
years and everything comes back

Al so contained are the

affidavits -- excuse ne -- the AFEs, which are stated
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to be fair and reasonabl e.

Attachnment E is for purposes of the
unorthodox | ocations that shows that the only offset
operator is Mewbourne as to each of these cases. And
| would also -- with respect to the unorthodox
| ocations, | would refer the exam ners to Exhibit 3A,
which is the structure map of the geol ogist, which
shows that this area has been heavily devel oped.

And | think | need to probably
suppl ement -- confirm for purposes of the April 20th
hearing, the offsets. But as -- if you | ook at
Exhi bit 3A, you can see there are operators in al
offsetting well units at to the unorthodox | ocations
and I will verify that information.

Exhibit 3, as | said, is the [andman's
affidavit. Contains the usual structure nmap,
cross-section and if you | ook at Exhibit 3A again,
you'll notice that all of the wells drilled in this
area as to the Wl f Cane are standup well units. So
that is the preferred orientation.

Attachment C shows all of the
offsetting wells and the production fromthe wells.
And then Attachment D contains the | ong-form

hori zontal planning reports because | did not have any

one-page sunmary and it's beyond nme to conprehend
Page 173
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.veritext.com



© 00 N oo o b~ wWw N

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

these long-termreports -- or long-formreports, but
nonet hel ess, they are there.

Exhibit 4 is nmy notice letter and
again, I wll supplenent that. Besides the two
parties being pooled, Nu Energy and Carbon Tex [ph],
the other interest owners are record title owners who
are sinply being pooled so that the BLMwi || approve a
communi tization agreenent for this unit.

And then COG was the only other offset
operator and notice was given to them Exhibit 5 is

my affidavit of publication to all of the interest

owners.

And so with respect to this case, once
again, | have to supplenent the affidavit of mailing.
| will do a notice spreadsheet and then | will submt

t he pooling checklist that |'ve already conpl eted and

then | will verify the -- that we did notify al
proper parties as to the unorthodox well | ocations.
And with that, | would nove the

adm ssions of Exhibits 1 through 5 and the ask that
the matter be continued to April 20th to submt the
suppl enental information on this case.

And then I will nove on to 23446 and in

this case, applicant requests to pool the sane

acreage, the southwest quarter of Section 14, the west
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hal f of Section 11, sane township and range for
drilling Bone -- Second Bone Spring wells.

They al so seek a non-standard spacing
and proration unit for the same purposes stated by in
t he previous applications.

And as -- this is shown or testified to
in the landman's affidavit that it is to mnimze
surface facilities -- it's to mnimze surface damge,
limt the amount of surface facilities that need to be
built and therefore nmake these wells nore econom c.

Exhibit 1 is the application and
proposed notice. Exhibit 2 is the affidavit of the
| andman, simlar to the second one. Sane overhead
rates, 8,000 and 800 a nmonth. Attachment A shows the
| and i nvol ved. There's the AFEs -- excuse nme -- the
C102s.

Attachment B to the [andman's affi davit
shows the tracts involved, the | eases involved and the
wor ki ng interest owners and the record title owners
bei ng pooled. | suppose one thing is that sone of
t hese working interest owners have conmtted their
interests to the well, but have not ratified a common
agreenent and that's why they're being pool ed.

Attachment C shows the summary of

conmmuni cati ons, contains the original proposal letter.
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Again, if you ook at the proposal letter and a few
sheets after that, you can see that Mewbourne al so
attenpted to contact these parties by certified mai
and they were non-deliverable.

Attachment D is the AFEs for the wel
which are stated to ne fair and reasonabl e.

The | andman -- excuse me -- the
geologist's affidavit is attached as Exhibit 3.
Cont ai ns the usual structure map and again, if you
| ook at the structure map, every Bone Spring well
drilled out of this area-wide plat is a standup unit.
It's the favored orientation out here.

There's also a gross isotonic and a
cross-section show ng the zones being penetrated and
produced and it's of uniformthickness across the
wel | bor es.

And they also contain a Second Bone
Spring production map showing that this should be a
profitable area out there. And then again, containing
t he standard planning -- horizontal planning zones,
pl anni ng reports for the well.

Exhibit 4 is ny affidavit of notice,
and all of the parties were sent certified notice.
And then Exhibit 5 is the affidavit of publication,

again, tinmely published.
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And what | owe the Division, as in all
of these cases, is supplenental affidavit of mailing,
the notice spreadsheet, the pooling checklist and then
| will supplenent the Cl102s to show the pool and the
pool code.

And with that, | nove the adm ssion of
Exhibits 1 through 5 and ask that the matter be
continued for two weeks.

(Mewbourne O| Conpany Exhibit 1

t hrough Exhibit 5 were marked for

i dentification.)

THE HEARI NG EXAM NER:  Thank you.
Let's try M. Garcia. Can we hear you now?

THE TECHNI CAL EXAM NER GARCI A:  No
guestions. Can you hear ne?

THE HEARI NG EXAM NER: We heard you.
M. Harrison, any questions?

THE TECHNI CAL EXAM NER HARRI SON:  No
guesti ons.

THE HEARI NG EXAM NER:  Thank you. All
right. M. Bruce, let nme get this straight. So 23445
I's compul sory pooling and a non-standard | ocation?

MR. BRUCE: Yes.

THE HEARI NG EXAM NER:  And 23446 is

conmpul sory pooling and a non-standard unit?
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MR. BRUCE: That is correct.

THE HEARI NG EXAM NER:  All right. So,
M. Garcia, | think we were basically telling folks to
go the adm nistrative route on non-standard | ocati ons;
Is that correct?

THE TECHNI CAL EXAM NER GARCI A:

Correct. And | guess that's kind of what | thought
t hey were tal king about, was that they were going to
go the -- get an NSL through the adm n process.

MR. BRUCE: And, M. Exam ner, if
that's what you want ne to do -- and | understand that
because |'ve got a couple nore | need to file for
prior pooling cases. | will do whatever the Division
requests.

THE TECHNI CAL EXAM NER GARCI A:  But
typically, they're separated. One, 'cause they're
kind of different notice in nature and NSL's specific
to a well where conpul sory pooling is technically
multi-wells. And so | think paragraph 18, too, of the
standard order says, like, hey, if this well is to be
unort hodox, you need to go get one in accordance with
this rule.

MR. BRUCE: Okay.

THE TECHNI CAL EXAM NER GARCI A: | just

but chered that wording, but sonething to those | egal
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wor di ngs.

MR BRUCE: And I'mwlling to do that.
No probl em

THE HEARI NG EXAM NER: Ckay. All
right. And then so for the non-standard spacing unit,
remenber that you need to -- if it's federal or state
| and, you need to notify BLM state | and offi ce.

MR. BRUCE: Yes. And | will do that
and if | need to further continue the matter, | wll
do so. But at this point, 1'd ask for they be set on
the 4/ 20 docket just so |I can submt the other
suppl enental information and | will take care of any
notification deficit.

THE HEARI NG EXAM NER: Thank you. Al
right. Are there any other persons with comments on
cases 23445, 23446? Hearing none, the exhibits wll
be admtted into the record.

The case will be continued to April 20
and as we discussed, to provide checklists,
spreadsheets, notice information, revised Cl102 and
confirmation that the correct notice has been done for
a non-standard spacing unit.

(Mewbourne G| Conpany Exhibit 1

t hrough Exhibit 5 were received into

evi dence.)
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MR. BRUCE: Thank you.

THE HEARI NG EXAM NER:  Thank you. W th
that, we are on item 54, case 23447. Mewbourne Q|
Conpany.

MR. BRUCE: M. Exam ner, Jim Bruce
here for Mewbourne.

THE HEARI NG EXAM NER:  Thank you. Is
t here anyone el se here for case 23447? Hearing none,
Mewbour ne may proceed.

MR. BRUCE: M. Exam ner, in this case,
Mewbour ne seeks to pool the south half of Section 21
and the south half of Section 20 of 20 South, 27 east
I n Eddy County for purposes of drilling at -- in the
first instance, two Third Bone Spring wells. They're
called the "Wne M xer" wells.

And in the application right off the
top, | requested a non-standard spaci ng and proration
unit and after | filed the application, ny client sent
to me what is marked Exhibit 7.

It's not notified on nmy -- it's not
stated on ny exhibit list, but Exhibit 7 is an
adm ni strative non-standard spacing unit approval from
the Division fromlast summer so that the portion of
the application requesting the NSP may be di sm ssed.

Exhibit 1 is the application and
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proposed notice. Exhibit 2 is the |andman's
affidavit, again, containing the usual information,

| and plats showing the wells and the well | ocation,

t he Cl102s. Attachnment B contains plats show ng the
tracts involved, the working interest owners involved,
the | eases involved and the parties being pool ed.

Attachment C shows the summary of
communi cations with the parties together with a sanple
proposal letter and showing -- it also contains the
certified mail tinmelines for mailer receipts for the
proposal letters to all of these parties. Attachnent
Dis the -- contains the AFEs for the proposed wells
and so | think all of the information is there.

Exhibit 3, the affidavit Charles Cosby,
the geologist. Attachment Ais the structure map
showi ng the direction of the structural inclination.
And again, this area isn't as heavily devel oped as
certain other areas, but all of the existing Bone
Spring wells in this area are | aydown well units. So
that is the preferred orientation.

Attachment B is the cross-section
showi ng the zone of interest that's continuous across
the well unit and is out relatively uniformthickness
and of course, each quarter-quarter section wll

produce nore or |ess equally to production. And
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attachment Cis the horizontal drilling plans for the
wel | s.

Exhibit 4 is nmy affidavit of notice and
Exhibit 5 is the affidavit of publication, tinely
publ i shed. Kind of proud of that, M. Examner. It
doesn't happen often.

But again, what | nust provide to you
Is the updated affidavit of mailing with the green
cards, the certified notice spreadsheet, a pooling
checklist and I will also do the -- redo the Cl02s so
that they show the pool and the pool code.

But with that, | would nmove the
adm ssion of Exhibits 1 through 5 and ask that the
matter be continued for two weeks.

(Mewbourne O | Conpany Exhibit 1

t hrough Exhibit 5 were marked for

I dentification.)

THE HEARI NG EXAM NER: Thank you.
M. Garcia, questions?

THE TECHNI CAL EXAM NER GARCI A:  No
questi ons.

THE HEARI NG EXAM NER: M. Harrison,
guestions?

THE TECHNI CAL EXAM NER HARRI SON:  No

questions. Thank you.
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THE HEARI NG EXAM NER: So, M. Bruce,
I n your application, but rarely referenced anywhere
el se in your exhibits, is the request to vacate two
pri or conpul sory pooling orders, which, when | | ook
t hem up, what you now have is a 640-acre unit, but
we -- before, we approved two 320s?

MR. BRUCE: Oh, yes -- yes.

And -- that is correct and thank you for bringing that
up. | -- yes. Orders R- 22296 and 22297 gave approval
for two 320-acre well units.

And as you' ve seen, especially over the
| ast few nont hs, people are asking for non-standard
units now because the BLM has gotten a little touchy
about approving | ease comm ngling or well com ngling.
And so the easiest way to go about this is to get a
non- st andard spaci ng unit approval from the Division.

So even though those orders are still
valid, if this application is approved, those prior
orders can be vacated because they will no |onger be
needed.

THE HEARI NG EXAM NER: Thank you. Just
wanted to get that on the record. | think that's al
the questions | had. Are there any other interested

persons with comments on case 234477

Hearing none, the exhibits in 23447
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will be admtted into the record. The case wll be
continued until April 20th for the provision of the
checklist, spreadsheet, Cl102, other matters that
counsel has nentioned here.

(Mewbourne O Conpany Exhibit 1

t hrough Exhibit 5 were received into

evi dence.)

MR. BRUCE: Thank you.

THE HEARI NG EXAM NER:  All right. I
believe we're going to shift gears here, and let's
start with sonething that should be easy, case 22782.
This is item 55 on our checklist. VWhiptail Mdstream

MR. SAVAGE: (Good norning, M. Hearing
Exam ner. Good norning, technical exam ners. Darin

Savage with Abadie & Schill on behalf of Whiptail

M dstream

THE HEARI NG EXAM NER: Thank you. We
have an entry of appearance fromthe G| Conservation
Di vi si on?

MR. TREMAINE: Yes, M. Hearing
Exam ner. This is Jesse Tremaine for the OCD. Thank
you.

THE HEARI NG EXAM NER: Thank you. Are
there any other interested persons in case 227827
Hearing none, | believe we have a notion to dism ss;
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I's that correct, counsel?

MR. SAVAGE: That is correct. \hiptai
i nformed nme yesterday they decided to go into a
different direction. |In |lieu of adjudication, they
want to work directly with the OCD s technical group
to address matters involving the release. And so
| -- yesterday, | filed the notion. | apologize for
the last mnute, but | appreciate the consideration.

THE HEARI NG EXAM NER: Thank you. |
assunme there's no objection fromthe Division?

MR. TREMAI NE: None. We believe we
have a path forward. Thank you.

THE HEARI NG EXAM NER: Thank you. All
right. Well, we will go ahead and approve the
di sm ssal, although |I'm di sappointed that | no | onger
get to say, "Wiiptail Mdstream"”

MR. SAVAGE: You could go ahead and say
that, M. Exam ner, whenever you feel like it. All
right. Thank you. Appreciate it.

THE HEARI NG EXAM NER:  All right. Wth
that, we are on item 56, case 23438. Hilcorp Energy
Conpany.

MR. RANKI N: Mor ni ng,

M. Exam ner -- or afternoon. Adam Rankin appearing

on behalf of the applicant, Hilcorp, in this case.
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THE HEARI NG EXAM NER: Thank you. Are
there any other interested persons for case 234287
Okay. Hearing none, Hilcorp to explain what it is
requesti ng today.

MR. RANKIN:. M. Exam ner, Hilcorp had
filed an application for downhole conm ngling to add a
third formation or pool to a well that was currently
dedi cated to two ot her existing pools under an
exi sting order.

At the tine it filed its application
for adm nistrative approval to add this third zone, it
was unaware of the existence of this order, R-10385,
whi ch aut hori zed downhole comm ngling in two zones.

Upon subm ssion of the adm nistrative
application, the Division notified Hilcorp that there
was this existing order in place that authorized the
downhol e comm ngling of the two existing pools.

And therefore, Hilcorp would either
have to anmend the order -- hearing order to add an
addi ti onal pool or dismss fromthe order the
two -- the authorization to downhole conmm ngle those
two pools so the Division could proceed
adm nistratively to approve all three zones.

And so in light of the Division's

information on that, it's far easier, frankly, to go
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forward adm nistratively and so -- with downhol e
com ngl i ng.

And so we have asked, through this
application, for the Division to dismss from order
R- 10385 only the authority to downhole com ngle those
two pools which are outlined in the application and in
the self-affirnmed statenment of Hilcorp's | andman,

M. Robert Carl son.

THE HEARI NG EXAM NER: Thank you.
M. Garcia, questions?

THE TECHNI CAL EXAM NER GARCI A: | guess
just to make sure | understand, you want to dism ss an
ol d order, downhole comm ngling portion of it, so you
can chase downhol e com ngling adm nistratively and
it's easier to amend and all that stuff in the future?

MR. RANKIN. That's correct. And just
to be clear as well, what H lcorp is asking here is
that the Division not dismss fromthe -- that order
the authority until it approves the adm nistrative
application. | guess the point being that | don't
want there and Hilcorp doesn't want there to be a gap
In authority to downhol e com ngl e.

And so we're just asking that there

woul d not be a gap of any kind.

THE TECHNI CAL EXAM NER GARCI A:  Yeah
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MR. RANKIN: So that they can proceed
adm ni stratively and then once they have the approval,
then this case can be -- those two pools can be
di sm ssed from downhol e com ngling under the order.

THE TECHNI CAL EXAM NER GARCI A: That
was nmy next question is -- assum ng you don't want a
gap. So is the admn permt already filed?

MR. RANKIN: |'ve been trying to
confirmthat. | -- nunber one, that the Division has

what it needs and that it has been updated with the

Division. So |I'mnot 100 percent sure. | believe it
has been updated. | just don't know yet. | want to
make sure that's the case and, M. Garcia, | wll

follow up as soon as | can after this hearing.

| believe the folks at Hilcorp have
been in touch with Dean and want to nmake sure that he
has everything he needs to approve the adm nistrative

portion of the application.

THE TECHNI CAL EXAM NER GARCI A: | think
that's all nmy questions. And | nean, we'll Kkeep that
in mnd, too, when witing orders that -- to take into

consi der ati on.
THE HEARI NG EXAM NER:  Thank you.

M. Harrison, any questions?

THE TECHNI CAL EXAM NER HARRI SON:  No
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guestions. Thank you.

THE HEARI NG EXAM NER:  Thank you.

Okay. So just -- let's clarify that. 1'm |l ooking at
t he order, R-10385, and so what |'m assum ng you want
del eted then is the first ordering paragraph?

MR. RANKIN: | believe that's the only
par agraph that matters.

THE HEARI NG EXAM NER: Do you -- as you
scroll down, do you have any clue whet her ordering
paragraph four has been conplied wth?

MR. RANKIN: Has been what?

THE HEARI NG EXAM NER: Conplied wth?

MR. RANKIN: No. | have -- | don't
know t he status of that requirenent.

THE HEARI NG EXAM NER:  Wel |, | nean,
the order's 28 years old. So it either happened or it
didn't --

MR. RANKIN: Yeah. | would think so.
Yeabh.

THE HEARI NG EXAM NER:  All right. That
sounds fine then. So I think what we'll do is we can
draft an order that will delete that one paragraph and
we'll direct Hilcorp to any further downhol e
comm ngling should be applied for adm nistratively;

ri ght? Because we want to avoi d paragraph six here;
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right? Which is the retaining jurisdiction.

MR. RANKIN. Well, | suppose that's
right, although I think that's -- I'll leave it to
you, M. Brancard, to decide what you want to retain.

THE HEARI NG EXAM NER:  Well, | nmean, we
just want to make it clear that just because we're
elimnating that provision, that if you want
com ngling authority, you get it admnistratively.

MR. RANKIN: Right. Right.

THE HEARI NG EXAM NER: Because that's
really the whole goal here.

MR. RANKIN: That is the goal.

THE HEARI NG EXAM NER: All right. Once
nore, any interested parties in case 23438? Hearing
none, the exhibits will be admtted into the record
and 23438 will be taken under advi senent.

Wth that, we are on item 57, case
23393. Armstrong Energy Corporation.

MS. MCLEAN: Good afternoon,

M. Exam ner. Jackie MLean on behalf of Arnstrong.

THE HEARI NG EXAM NER: Thank you. Are
there any other interested persons for case 233937
Hearing none, Arnstrong to proceed.

MS. MCLEAN. Thank you, M. Exam ner.

And we do have avail abl e today the engi neer and
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geol ogi st who provided testinony should you have any
guestions. I'mgoing to start off with just a summary
of our application and what we have submtted to the
Division and then I'lIl send it to you for questions.

I n case nunber 23393, Arnstrong applies
for an order instituting special pool rules and
regul ations for the Reeves Devoni an pool, code 51930.

And applicant Arnstrong is the operator
of the Rocky Raccoon #1 |ocated in a vertical wel
unit conprised of the northwest quarter/southeast
corner of Section 24, Township 18 South, Range 35 East
I n Lea County, New Mexi co.

And the pool currently has a depth
bracket all owable of 410 barrels of oil per day for a
standard 40-acre spacing and proration unit pursuant
to rule 19.15.20.12(A) NMAC. The well was conpl et ed
and is capabl e of producing above the pool's oil
al I owabl e.

Because of that, Arnmstrong is
requesting that the Division establish special pool
rul es and regul ations for the pool which provide for a
speci al depth bracket all owable of 800 barrels of oi
per day for a standard 40-acre oil well unit and that

the special rules and regul ations for the pool be nmade

effective retroactive the date of first production
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fromthe well.

| ncreasing the depth bracket all owable
will allow Armstrong to produce the pool in the npst
effective manner and therefore serves the interests of
conservation, the protective and correlative rights
and the prevention of waste. Increasing the allowable
wll not waste reservoir energy, harmthe reservoir or
reduce recovery of oil and gas reserves.

In addition, the well is already
produci ng and there are sufficient facilities on site
to allow for transportation, casing gas
transportation, water disposal, processing and
mar keti ng and Arnstrong al so has takeaway contracts
for produced water and gas in this unit.

We have subm tted engi neering, geology
and notice exhibits for case number 23393. |'I|
qui ckly first address Exhibit C, which is the notice
testinmony, and this shows that all the parties
entitled to notice did tinely receive our notice
| etter and we al so published tinely on February 8,
2023 with the Hobbs News- Sun.

Exhibit Ais fromKyle Alpers. He is
the vice president of engineering at Arnstrong.

And the exhibits introduce through

M. Alpers' testinony include Exhibit Al, the
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application and proposed notice of hearing, Exhibit
A2, which is a Cl02 for the Rocky Raccoon #1 well,
Exhi bit A3, production data fromthe well, Exhibit A4,
which is historical production of the Reeves Devoni an
pool, and Exhi bit A5, Rocky Raccoon reservoir data.

M. Alpers' testinony shows that
Armstrong is the operator of Rocky Raccoon #1 | ocated
In the spacing unit that is producing well -- oil from
t he Reeves Devoni an pool, code 51940, that the initial
well in the pool was conpleted in 1962 with a top
perforation at 12,120 feet subsurface.

And for that reason, the pool has that
dept h bracket allowable of 410 barrels of oil per day
for a standard 40-acre spacing and proration unit.

And as shown on Exhibit A3, the
production data, the well is capable of producing
above the pool's oil all owable.

Exhi bit A5 is reservoir data obtained
for the last 60 days of production and shows that the
request ed depth bracket all owable of 800 barrels
of -- per day can be produced w thout danage to the
reservoir and wi t hout causing surface or underground
wast e.

Exhibit B is geol ogy testinony from

Kel sey Garner. She is the geol ogy expl orati on nmanager
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at Arnstrong Energy.

And the exhibits introduce through
Ms. Garner's testinony include Exhibit Bl, a regional
| ocator map for the project area, Exhibit B2, a
Devoni an structure map, Exhibit B3, a structure nmap of
t he Devonian formation, and Exhibit B4, which is a
stratigraphic cross-section penetrating through the
target interval

Ms. Garner's testinony shows that the
wel |l is capable of producing above the pool's depth
bracket all owable and that the proposed increase in
al l owabl e of 800 barrels of oil per day will not
result in decreased ultimte recovery or harmthe
reservoir.

And now, M. Exam ner, nyself and

M. Alpers and Ms. Garner are avail able for questions
I f you have any.

(Armstrong Energy Corporation Exhibit

A, Exhibit B, and Exhibit C were nmarked

for identification.)

THE HEARI NG EXAM NER:  Thank you.

Start with M. Garcia.

THE TECHNI CAL EXAM NER GARCI A: | think
| have a question or -- so I'mtrying to orientate
nmysel f. Exhi bit Bl1, would a witness need to answer
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t hat question? And do we need to swear themin, |
guess?

Basically, ny question is all these
wells that are green on here, are they also going to
be requesting the allowable for thenselves or are you
requesting it for the pool w de?

| guess kind of -- | guess trying to
understand the increase to 800 barrels. |Is it just
for this well that you're requesting it or is it pool
w de that you're requesting it?

MS. MCLEAN: | believe the rule is for
pool w de.

THE TECHNI CAL EXAM NER GARCI A:  Ckay.
| m ght have some ot her questions with that one then.

M5. MCLEAN. But if you would IiKke,

Ms. Garner can answer your specific questions about
t he geol ogy exhibit.
THE TECHNI CAL EXAM NER GARCI A: I think

that answers it for now Notice questions | m ght

| eave to Bill. But mnmy second question is nore of a

st at enent . | see that there is well logs in here, in
your exhibits for this well in question, and the Rocky
Raccoon #1 has sone well logs init.

Can you submt those to the Division?

' Cause we do not have copies of these and our rules
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require us to receive any logs that have been ran.
And you can submt that through the OCD permtting
site such as like drilling, sundries, et cetera

t hrough the | og subm ssion.

It does not have to cone through the
hearing portal because the hearing portal's not set up
to take full-blown logs. But | think that's actually
all my questions, though, depending on M. Bill's
questi ons.

THE HEARI NG EXAM NER: Thank you.

M. Harrison, any questions?

THE TECHNI CAL EXAM NER HARRI SON:

Ms. McLean, you nentioned that there are facilities
already in place to handle an increase in production?

MS. MCLEAN: Yes. That is correct.
It's currently produci ng above that 410 barrels of oil
per day and they have been able to handle that.

THE TECHNI CAL EXAM NER HARRI SON:  Thank
you. That's all | had.

THE HEARI NG EXAM NER:  Thank you.

Okay. So | -- M. Garcia sort of started down the
| i ne of questioning that | wanted to go on, which is

you' re seeki ng approval for increased depth bracket

al l owabl e for this entire pool. Looks to be four
sections here? |'mlooking at that Exhibit Bl.
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MS. MCLEAN: Yes.

THE HEARI NG EXAM NER:  And at this
point, it looks like there are five wells producing
fromthe pool.

M5. MCLEAN: | believe that's correct
fromthe key.

THE HEARI NG EXAM NER:  So this change
woul d apply to all of those wells?

M5. MCLEAN: Yes, M. Exam ner.

THE HEARI NG EXAM NER: Did you try to
find out whether there is a division order

establishing this pool?

M5. MCLEAN: | did not personally. W
can ask the engineer, | think. And then also just to
clarify, there -- of those five wells that are noted

on Exhibit Bl, three of them are actually plugged.

THE HEARI NG EXAM NER:  Ckay. It says,
"Produced," as in past tense. So yes --

MS5. MCLEAN: Yes. Yes. Produced, that
they -- those are -- have been or are currently
producing from - -

THE HEARI NG EXAM NER: So what is the

other well that is currently producing then?

MS. MCLEAN: | think let's ask
Ms. Garner, | believe. Ms. Garner, are you there?
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M5. GARNER: Yes. Can you hear ne?

M5. MCLEAN. Yes. Thank you.

THE HEARI NG EXAM NER: Ms. Garner, just
pl ease identify your name and spell it, please, for
t he record.

MS5. GARNER: Kel sey Garner, K-E-L-S-E-Y
G A-RNER

THE HEARI NG EXAM NER: And coul d you
just raise your right hand?

VWHEREUPOQN,

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

THE HEARI NG EXAM NER:  Thank you.

THE WTNESS: The three wells to the
north, as she nentioned, are plugged. They haven't
produced for a very long tinme. And then the other
one, the Rock Steady that's nmentioned on there, is our
ot her well.

THE HEARI NG EXAM NER: Ckay. And so is
It Armstrong intent that this depth bracket all owabl e

woul d al so apply to the Rock Steady well ?

MR. ALPERS: | believe that was
our -- that was our iIntent. That was our
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under st andi ng of -- of applying for special pool
rul es.

THE HEARI NG EXAM NER:  Thank you. And,
M. Alpers, if you could just again say your nane,
spell it, and then I'Il swear you in; okay?

MR. ALPERS: Yes, sir. Kyle Alpers,
K-Y-L-E A-L-P-E-R-S. |I'mvice president of
engi neering for Arnstrong Energy.

THE HEARI NG EXAM NER: Ckay. Your
ri ght hand, please?
VWHEREUPOQN,

KYLE ALPERS,

call ed as a wtness, and having been first duly sworn
to tell the truth, the whole truth, and nothi ng but
the truth, was exam ned and testified as foll ows:

THE HEARI NG EXAM NER:  Thank you.
Okay. So the intent is for this depth bracket
al l owable to apply to both of those wells?

THE WTNESS: Yes. | believe that was
our under st andi ng.

THE HEARI NG EXAM NER: And presumably

to any future wells within this four section area?

THE W TNESS: Correct.
THE HEARI NG EXAM NER: Ckay. All
right. So who did -- Ms. McLean, who did you provide
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notice to for this?

MS. MCLEAN: Under the rule, it
specifies exactly who needs to receive notice and
that -- I'"'mgoing -- I"'mtrying to refresh ny nenory.
But on page -- sorry -- the Exhibit C2, it shows who
we sent notice to and everyone received the notice and
we got the green card back.

THE HEARI NG EXAM NER:  All right. I
just want to make sure. So if you're looking to
create or revise a special pool order, there's a
specific notice provision; is that what you based it
on?

M5. MCLEAN: Yes. Yes, it is,

M. Examiner. And |I'mjust -- | wanted to give it to
you here, but -- sorry. It's just -- |ots of screens
happeni ng at the same tinme. So when -- ny ennil

deci des to be frozen.

THE HEARI NG EXAM NER:  So |' m | ooki ng
at 19.15.4.12A4.

MS. MCLEAN: 19. 15.47?

THE HEARI NG EXAM NER: . 12A4.

M5. MCLEAN:. Thank you. Yes. Okay.
So yeah. The notice requirenments for specific
adj udi cation. And then we have -- now |I'mthe one

having -- okay. |If the applicant seeks to adopt,
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revoke or anend special pool orders, et cetera, that's
cont enpl ated under here and that is what we conplied
with. That's --

THE HEARI NG EXAM NER:  So it's Division
desi gnat ed operators?

M5. MCLEAN. Yes. To -- yes. And we
found all of the -- and | believe -- and Arnstrong can
correct me if I"'mwong, but | believe that we decided
in this case to even notice the operators of the
pl ugged wells just out of an excess of caution.

THE HEARI NG EXAM NER:  Okay.

M5. MCLEAN:. Because | -- these cases
seens to be fairly rare recently because there's not
as many vertical wells. So we wanted to -- it's our
under standi ng that nore notice is better and that's
what we wanted to do in this case.

THE HEARI NG EXAM NER:  So |' m t hi nki ng
this is the second type of notice, which is operators
in the pool, operators of well within the sane
formation as the pool and within 1 mle of the pool's
out er boundary that have not been assigned to another
pool . \Whew.

M5. MCLEAN. Yes. Yes. And we
did -- they -- and I think that M. Al pers can testify

to the efforts that they did to locate all of the
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parties that we needed to pool because we did want to
make sure we acconplished the notice that's required
under the rule.

THE HEARI NG EXAM NER:  All right. So
then -- and | think your testinony covers this, but
the other rule that applies to this is 19.15.207?

MS. MCLEAN:. .12

THE HEARI NG EXAM NER: . 12. Depth
bracket all owabl es, Subsection F, which tal ks about
assigning a greater than regul ar depth bracket
al | owabl e?

MS. MCLEAN: Yes, M. Exam ner.

THE HEARI NG EXAM NER: So that is what
your geologic testinmony is designed to cover, those
| ssues?

MS. MCLEAN: Geol ogi ¢ and engi neering
testi nony.

THE HEARI NG EXAM NER:  Engi neeri ng.
Thank you. About the reservoir and not damagi ng the
reservoir?

M5. MCLEAN: Yes, M. Exam ner. |
believe we had all of those marks in both the geol ogy
and engi neering testinony.

THE HEARI NG EXAM NER:  All right.

Okay. So | guess then the only other issue is
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for -- if you can perhaps research it and we'll try to
research it -- to determ ne whether there's an
exi sting order establishing this pool that we would
need to anend. I'Ill try to find sone grey beard
around the Departnent other than nyself m ght know
where those are.

THE TECHNI CAL EXAM NER GARCI A: | have
a starting point if you'd |like --

THE HEARI NG EXAM NER:  Yes.

THE TECHNI CAL EXAM NER GARCI A:  Order

R-1652.
M5. MCLEAN. Did you say, "R-652"7
THE TECHNI CAL EXAM NER GARCI A: 1652.
MS. MCLEAN: ©h, 16. Okay.
THE TECHNI CAL EXAM NER GARCI A: Based
off how | ow of a nunber it is, | would hope it's

| mged correctly.

THE HEARI NG EXAM NER: Yeah, that's an
old one. And that's for this pool, M. Garcia?

THE TECHNI CAL EXAM NER GARCI A: | could
tell you. Search for the pool code pops up in that
order. | can't tell you if it's actually init.

THE HEARI NG EXAM NER: Oh, okay.

THE TECHNI CAL EXAM NER GARCI A: | f that

hel ps at all.
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M5. MCLEAN: This -- | just pulled it
up.

THE HEARI NG EXAM NER: It is from 1960.

M5. MCLEAN: It's a new pool at the
Eckel [ph] San Andres pool.

THE TECHNI CAL EXAM NER GARCI A:  Yeah.
| would have to -- control word searching --

M5. MCLEAN: But because there was --

THE HEARI NG EXAM NER: I f you | ook at
paragraph five, it refers to the Reeves Devoni an.

M5. MCLEAN. Right. Yes. It was
di scovered by John M Kelly in 1960. So it |ooks I|ike
this order created a | ot of new pools.

THE TECHNI CAL EXAM NER GARCI A: Tends
to be the case.

M5. MCLEAN. Yeah. And it's -- yes.
This -- it looks like this is the order. Thank you,
M. Garcia, for finding this so quickly.

THE TECHNI CAL EXAM NER GARCI A:  Just
don't tell nobody.

THE HEARI NG EXAM NER: Great. Thank
you. All right. M. Garcia, M. Harrison, any other
guestions?

THE TECHNI CAL EXAM NER GARCI A:  No

questions at this tine.
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THE TECHNI CAL EXAM NER HARRI SON:  No.
Thank you.

THE HEARI NG EXAM NER: Ckay. Are there
any other interested persons then in case 233937
Hearing none, the exhibits will be taken into the
record and the case 23393 wi || be taken under
advi senment, but | can't guarantee you that we won't
maybe have a question or two as we start drafting an
order.

(Armstrong Energy Corporation Exhibit

A, Exhibit B, and Exhibit C were

received into evidence.)

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

THE HEARI NG EXAM NER: Thank you.

THE W TNESS: Thank you.

THE HEARI NG EXAM NER:  All right. See
If we can make it through the |ast case here. Item
58, case 23427. OXY USA

MR. RANKIN: M. Exam ner, Adam Rankin
appearing on behalf of the applicant in this case, OXY
USA | ncor por at ed.

THE HEARI NG EXAM NER: M. Ranki n,

you're doing the lion's share today. Any other

parties for case 23427? Hearing none, OXY USA to
proceed.
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MR. RANKI N: Good norni ng,

M. Examiner. My it please the Division this
norni ng, OXY is requesting an order to anend the
exi sting order nunber R-22101 to do the follow ng:

Nunber one, to expand the approved
cl osed | oop gas capture injection project area; to
aut horize -- nunber two, to authorize 11 additional
Injection wells for intermttent tenporary produced
gas injection within the Bone Spring Formation; nunber
three, to increase the authorized maxi nrum al | owabl e
surface injection pressure from1,200 to 1,300 PSI and
to extend the pilot project and all the deadlines
under existing order R-22101 for an additional two
years fromissuance of an order in this case.

Al the other terms, provisions,
conditions under the existing order R- 22101 are
proposed to renmai n unchanged.

And because the proposed expansion that
we' re tal king about here and requesting would include
the project area and wells al ready authorized for
I njection in existing order R- 22102, OXY seeks
therefore to dism ss order R-22102 once this product
area has been anended to include that acreage and
wel | s.

M. Exam ner, we have two w tnesses
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t oday which we would like to present through live
testimony. We -- | think it's just easier and faster
and nore efficient to do it that way. W have one
W tness -- our engineering reservoir witness has a
self-affirnmed statenent to present at the end.

Wth that, M. Exam ner, if we may be
permtted, we would |like to proceed to have our
W t nesses sworn in and then to put on our case.

THE HEARI NG EXAM NER: All right. And
who are your w tnesses today?

MR. RANKIN: M. Exam ner, we have two
w t nesses, M. Stephen Janacek and M. Jared Rountree,
who | think are appearing hopefully on your screen.

THE HEARI NG EXAM NER:  Yes. Let's
start with each witness giving us their nane.
M. Rountree? And spell it.

MR. ROUNTREE: H . |'m Jared Rountree.

THE HEARI NG EXAM NER: Coul d you j ust
spel |l your nane, please?

MR. ROUNTREE: J-A-R-E-D
R-O U N T-R E-E.

THE HEARI NG EXAM NER: Thank you.
M. Janacek?

M. Janacek: Hi there. Stephen
Janacek, and that is spelled S-T-E-P-H-E-N
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J-A-N-A-CE-K

THE HEARI NG EXAM NER:  Thank you. Both
of you, raise your right hand.
VWHEREUPOQON,

JARED ROUNTREE AND STEPHEN JANACEK

called as a witnesses, and having been first duly
sworn to tell the truth, the whole truth, and nothing
but the truth, were exani ned and testified as foll ows:

THE HEARI NG EXAM NER: Excel | ent.
Pl ease proceed, M. Rankin.

MR. RANKIN. Thank you, M. Exam ner.

l'd like to call OXY's first wtness, M. Stephen
Janacek.
DI RECT EXAM NATI ON

BY MR. RANKI N:

Q M. Janacek, please state your full name for
the record.

A Sure. Stephen Janacek.

Q And by whom are you enployed and i n what
capacity?

A OXY USA I ncorporated as a petrol eum
engi neer.

Q Have you previously testified before the
Di vi si on?

A Yes, | have.
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Q And have you had your credentials as an
expert in petroleum engi neering accepted and nmade a
matter of record by the Division?

A Yes.

Q And you're famliar with the application
that was filed in this case?

A Yes.

MR. RANKI N: M. Exam ner, |1'd retender
M. Janacek as an expert in petrol eum engi neeri ng.

THE HEARI NG EXAM NER: Hearing no
obj ections, it's so admtted.

MR. RANKIN: Thank you.
BY MR. RANKI N:

Q M. Janacek, I'mgoing to pull up on ny
screen the exhibits here that were filed, but is
what's been marked as Exhibit A a copy of the
application that OXY filed in this case --

A Yes, Exhibit Ais the application.

Q Explain what it is briefly -- if you woul d,
at a high level what it is that OXY is requesting with
Its application.

A Sure. So in this instance, OXY is -- is
requesting and wants to expand our Avogato cl osed | oop
gas capture project under order nunmber R-22101 with

the follow ng included: The first -- first itemwe're
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asking for is expanding the project area.

The second itemwe're asking for is
authorizing 11 additional injection wells or CLGC
wells or gas storage wells, which they'll be referred
to throughout this hearing as such. To utilize those
11 additional wells for tenporary produced gas
i njection within the Bone Spring Formation.

The third itemwe're requesting in this
application is increasing the authorized nmaxi num
al | owabl e surface injection pressure to be increased
fromthe current 1,200 PSI to 1,300 PSI.

And then finally, OXY is requesting to
extend the pilot project period and all deadlines
associ ated under order -- order nunmber R-22101 for an
addi tional two years fromissuance of an order in this
case.

Q So with the exception of the anmendnents you
just stated, all the other existing provisions under
order R-22101, they would remai n unchanged?

A That's correct. They would remain
unchanged.

Q Real quickly, let's just nail down the
project area here as proposed to be expanded. \What
woul d the project area -- what acreage would the

proposed project area conprise upon approval ?
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A Yes. So it's two main areas here, the first
of which is Township 22 South, Range 32 East in the
west half of Section 27 and the west half of Section
34. And then the second project area would be
Townshi p 22 South, Range 33 East, all of Section 31
and all of Section 30.

Q Now, in consideration of the changes t hat
OXY's requesting here, has OXY prepared or have you
prepared an anal ysis denonstrating that these
requested changes will neet the Division's guidelines
for its -- updated guidelines for its closed |oop gas
capture project?

A Yes.

Q And is OXY proposing to add -- it sounds
| i ke you are; right? Eleven wells. You' re proposing
to add these 11 wells within the same formation that
was originally approved under the order?

A That is correct.

Q And that'd be the Bone Spring?

A Yes. We're looking to add the 11 additional
wells within the Bone Spring, within the Red Tank Bone
Spring East Pool into various other intervals besides
the -- the Aval on.

Q Now, these wells are already drill ed;

correct? Already producing wells?
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A Yes. These are all currently producing
wel | s.

Q And these are -- and you -- | think you
mentioned there's going to be sone different zones.
So the existing authorization under this order is
currently for the Avalon Shale; is that right?

A That's correct.

Q And you're | ooking to add sone additional
intervals within the Bone Spring; what are those?

A Yes. So we're -- we're adding on. W're
going to be adding two wells to target the sane
I nterval of Avalon. W're going to be targeting the
First Bone Spring, the Second Bone Spring and al so the

Third Bone Spring |ine.

Q Now, as | refer to these exhibits,
M. Exam ner and M. Janacek, |'m going
to -- unfortunately, our pagination did not work for

sonme reason. So I'mgoing to refer to pages based on
t he OCD page stanp.

It's the sane -- if you're looking at this
in a PDF viewer, it would be the PDF -- | refer to it
as the "PDF page." Just the page in sequence from one
to the end. | think there's 227 pages. So |I'll be
referring to pages within this exhibit packet based on

t he OCD page stanp or the PDF page nunber.
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| apologize if that's confusing but let me
know i f you have trouble getting to the certain page.
But I will provide the pages on the screen so you can
foll ow al ong.

Now, M. Janacek, have you prepared a
proposed -- under these orders, the Division attached
Exhibits A and B which identified the wells and the
acreage for the project area; correct?

A Correct.

Q And have you prepared a revised Exhibit A
for an amended division order that identifies the
proj ect area, the pool nane and pool code and all the
well's that you're proposing to authorize for tenporary
I njection under this proposed anmendnent ?

A Yes, | have.

Q And that's within your Exhibit B, and I'm
going to put it up here. |It's actually PDF page or
OCD st anped page 143; is that correct?

A That's correct.

Q And this is just a way for you to provide
the Division a quick reference guide for the wells
you' re proposing to include, |ocations, the pool codes
and so forth; right?

A That's correct.

Q Ckay. And did you also do the sane for a
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proposed anended Exhibit B for the sane purpose?

A That is correct. Sane purpose here as well.

Q Okay. And what's the difference? What does
Exhibit B show in addition to the wells that are going
to be the injection wells?

A In addition to the |listed gas storage wells
here in Exhibit B, we're also listing out the up
pl ayers, as | provide in our application, along with
the offset wells. So we have offset well API nunbers
and of fset well nanmes included as well.

And in this instance, an offset well is
defined as a well immediately offset wwthin the sane
produci ng interval next to that of a gas storage well.

Q And you did that just in order to help

facilitate the Division's review, give themthe wells

that you've identified as the offset wells and just
kind of facilitate their review of your application?

A That is correct.

Q Okay. Now, these wells, because you're
targeting now different intervals within the Bone
Spring, they all have different various vertical
dept hs corresponding to, as | understand, the Aval on,
the first, the Second Bone Spring and the Third Bone
Spring linme; is that correct?

A Yes. That's correct.
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Q And you prepared a -- sort of a gun barrel
view along with the offset wells to also facilitate
the Division's review and understandi ng of what you're
proposi ng?

A Correct.

Q And that's page 145 of the exhibit packet;
is that right?

A Yes. The Taco Cat gun barrel viewis on 145
and the Avogato gun barrel -- on 146.

Q So starting with the Taco Cat, just so the
Di vi si on understands what we're | ooking at here, just
explain what we're -- what you're showing in this
exhi bit.

A Sure. So in this exhibit on page 145, we're
| ooking at a gun barrel view -- what we call a "gun
barrel view' of the Taco Cat devel opnment area. What
we have is a sinplified diagramto orient us
vertically as well as easterly and westerly -- if
that's a word -- across the devel oped secti ons.

So what we have is east on the right side,
west to the left, and then the pertinent producing
Bone Spring intervals in descending depths. So we
have the Shal os [ph] interval, the Avalon, then we

proceed deeper into the First Bone Spring and then

deeper nore into the Second Bone Spring.
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And | ooking at the specifics, we have the
bl ack circle indicating the existing approved gas
storage well, the Top Pad 11H in -- in short script,
the nanme for that well. And then we have, below it in
t he Second Bone Spring, an additional 2023 gas storage
candidate. That is the Taco Cat 21H, indicated with
the red circle.

And then finally, we have -- off to
the -- to the east of the 21H, there is a directly
of fsetting well, the Taco Cat 24H, which is identified
as an offset well in the application.

Q And just so we're clear, where you have the
red dot, the 2023 CLGC -- that just neans that this is
one of the wells you're proposing to add to the
project; correct?

A That's correct. That's one of the 11 wells
that we're proposing to add --

Q Okay. Let's |look real quickly at the
Avogat o gun barrel view, and simlar |ayout here.

Just if you would just confirmwhat we're | ooking at
with this slide.

A Sure. So noving over to the Avogato area
further to the east from Taco Cat, we have anot her

devel opnent area. Simlar conponents here.

We have east on the right-hand side and west
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to the left and then we're going through fromthe
shal | onest to the deepest Bone Spring target

i ntervals, Avalon at the top, then the First Bone
Spring, the Second Bone Spring and then finally at the
bottom the Third Bone Spring |ine.

Starting with the black circles, you can see
the three previously approved gas storage wells.

Those are the Avogato 11H, the 13H and the 14H, which
we are currently utilizing for gas storage. And then
we have the other ten red circles indicating the ten
addi ti onal gas storage wells we will add in the
Avogat o ar ea.

And then finally, there is one additional
offsetting well, which is the Red Tank 31 5H, which is
a horizontal well that was drilled perpendicular to
these and that is highlighted with the yell ow well
traj ectory.

Q Now, in general or approximately what's the
range of depth here we're talking for injection from
the shall owest to the deepest?

A Yeah. The approxi mate range of injection
dept hs are about 933 feet at the shall owest depth and
true vertical depth and then the deepest, | believe,
Is around 10,960 feet at the deepest point, and that's

in true vertical depth as well.
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Q And | think you said, "933 feet," but |
t hi nk you probably nmeant 9,000; is that right?

A That's correct. Thank you.

Q No problem And then just to -- just for
the record to be clear, OXY is requesting the
di sm ssal of one of its previously approved cl osed

| oop gas capture project orders; is that right?

A That is correct.
Q Just explain the reason for that.
A Yes. So the reason why we were -- are

requesting dism ssal of a previously approved cl osed

| oop gas capture project is because this

expansion -- the proposed expansion we're presenting

today of this pilot project area in order nunber

R-22101 will include the project area and the wells to

authorize for injection in the order nunmber R-22102.
So OXY is seeking to dism ss the order

nunmber R-22102.

Q Okay. Now, in -- | think you'll walk
through it in nore detail how that's come to pass and
why, but just so we also know | think for |anguage
because | think it may cone up el sewhere in your
testinony, the Taco Cat areas and the Avogato areas
together are referred to by OXY as the Red Tank area;

Is that right?
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A That's correct. They're both |located in an
area that OXY is -- is considered as the Red Tank
area --

Q l'mgoing to scroll ahead here to the next
page in the exhibit packet and this is an overvi ew of
the previously presented facility maps. |If you just
woul d explain how the facilities and the project areas
were set previously and then how they've cone to
change, which | think explains why you're seeking to
conbi ne t hem now.

A Sure thing. Okay. And as | talk through
them | m ght have you zoomin, if you can, as we talk
t hrough some of the specifics.

Q Sur e.

A So overarching statement of this slide in
the exhibit is a overview of what was submtted in
2021 for the gas storage project areas. These were
two separate project areas submtted in 2021 because
there were, at the tinme, two different gas gathering
systens and two different gas takeaway points or gas
sal es points.

And so what we're seeing here is on the
| eft, we have the Taco Cat project area and the

previous facility map for that project at the tinme and

on the right-hand side, we have the Avogato project
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area and its facility map of the project at the tine.

Wal ki ng t hrough those, we'll tal k through
the map on the left, which is the Taco Cat area.

Yeah. Maybe one nore bunp and zoomin. Thank you,
Adam

So here talking specifically to the Taco Cat
project area map, we included the main facility
conponents that are involved in the gas storage
project. So there are a lot of other facilities out
here that we don't speak to in the map.

So tal king through them and breaki ng down
the map, we're focusing on Taco Cat and the dotted
outline is the outline of the project area. Then we
have the black well trajectory of the gas storage wel
here, the Taco Cat 11H. This includes the -- the
first take point or FTP as well as the |ast take point
or LTP.

The green line -- if you trace it fromthe
surface hole |ocation at the well head, the green |line
| eads to the central tank battery or CIB and in this
I nstance, the central tank battery and GasLib
conpressor station were | ocated at the sane place.

So after the produced fluids fl ow down the

green flowline to the CIB and the CGL station, the

fluids are separated out and then there are a couple
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pl aces the gas system can go. The gas can be sold to
our third-party gas takeaway, which here is indicated
by the blue star there on the northeast -- there you

are -- northeast portion of the CIB/ CGL pad.

We al so have a flare located there for
enmergency flaring instances where gas can potentially
go.

And then the final location or the final
path that gas can flow is down the orange high
pressure line which | eads back to the well head of this
gas storage well, and it's also connecting to other
wells in our systemwhich are artificially lifted by
gas -- so that is a breakdown of the Taco Cat project
area on the |eft-hand side.

And on the right-hand side, the sanme thing.
The same conponents are |listed and shown for the
Taco -- for the Avogato area. Excuse ne. So I'l
just speak to the differences here between the two
since the coloring and conponents are the sanme and
the -- the flow paths are -- are simlar, too.

One, the main difference here is we have
t hree gas storage wells, the Avogato 11, 13 and 14.

M. Rankin, | don't know if you're trying to
make nme dizzy or trying to do sonme fancy work, but

t hank you. | appreciate it. There we are.
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So the first difference is we have three gas
storage wells over here in the Avogato area. W also
have different centralized tank batteries. Here, it's
Red Tank 19 CTB. And then we also have a different
conpressor station, Red Tank 19 CGA..

So those are the main different conmponents
as well as the different flare | ocated at the CIB and
also a different gas takeaway point as well. So
that's how the projects were grouped back in 2021
based off of the -- the gas gathering systens.

Q So now you' ve got an updated circunstance
here on your next slide exhibit. WIIl you just review
how that facility's setup has changed?

A Sure. So again, here we have the Taco Cat
area to the west, we have the Avogato area to the east
and all of the same conponents for the nobst part, sane
col orings, sane -- sanme wells with new wells added.

And then we also are showi ng here two
changes that -- that happened to the system the first
of which was tying these two systens together on the
hi gh pressure gas line. So we tied into an existing
hi gh pressure gas |line to connect the Taco Cat high
pressure systemto the Avogato high pressure system

And then second to that, we also installed

and tied into the red | ow pressure pipeline -- gas
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pi pel i ne between the two to connect the systens.

So after this was done, both of these areas
were effectively conbi ned and becane one new system
And then the final change was a new gas takeaway point
with the new gas processing plant so those were
the -- the mpjor three changes here when we conbi ned

the two project areas into one.

Q Got it. Now, that -- | think that covers
the project area. So this -- when | |ook at this map
that shows the Avogato area, was it -- enclosed in the

bl ue dashed line and the Taco Cat area enclosed in the
bl ue dashed line. Those two areas conbi ned woul d
conprise the new expanded project area; correct?

A That is correct.

Q Okay. Now, for each of the wells -- each of
the 11 wells, have you provided, in your exhibit
packet, the as-drilled Cl102s for each of the wells?

A Yes, we have.

Q And I'mgoing to refer -- those are pages, |
believe, 21 -- beginning at page 21 of the exhibit
packet through page 33; is that correct?

A That's correct.

Q Okay. And have you prepared updated

proposed injection well data sheets for each of the

wells that you propose to add that provide details in
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terms of the well casing cenent well bore schematic for
each of these proposed injection wells?

A Yes.

Q And are those included in Exhibit B -- and
l"mgoing to just give you the page nunbers on the
exhi bit pack -- at 150 to 171 of the exhibit packet?

A That is correct.

Q Referring to those exhibits, I'm-- there's
a lot of them M. Janacek. So rather than go through
each one, if you would just sort of identify, at a
hi gh | evel, key features that OXY is proposing to
I ncorporate in its well design for these
currently-producing wells when they are prepared for
intermttent tenporary injection.

A Sure. So first thing to note is the
wel | bore data sheets that were submtted in the
original application are the current well bore
di agrans. They were not the proposed injection
diagranms. So that's why the updates were nade.

So tal king through that on a high level, the
proposed injection data sheets refl ect various parts
of information that are pertinent to the construction
of the well.

We have provided information on the surface,

I nt ermedi ate and production casing strings that touch
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on the primary cenent and placenent of that cenent and
then we have a well bore schematic on the |eft-hand
si de.

Then on the second page of each data sheet,
we have sone additional information regarding the type
of packer that we will be installing along with where
t hat packer will be set with the respective TBD and
measur ed dept hs i ncl uded.

And then there's additional data included as
well in the latter 25 percent of the form speaking to
the name of the target injection interval as well as
the -- the pool that we're injecting into along with
any nanmes and depths of the underlying and overlying
produci ng zones. | believe that is all | have in
regards to the injection data sheets.

Q Okay. Were there -- in each case, is there
an issue -- are there any issues with the packer
setting depths or anything that needs to be updated in
ternms of the wells?

A There aren't any issues per se. However, we
wll need to -- on two of our wells that are currently
under tubing flowgas lift, we will need to set those
packers deeper to conply with the packer setting
conditions, as stated in the previous order.

Q Now, as far as -- you nentioned cenent and
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the cenment data on each of these wells. Has OXY
submtted or will it submt electronic cenent bond
| ogs for each of the wells to the Division's online
well file?

A Yes. We have submtted that as well online.
Al'l of the CBLs have been fil ed.

Q Great. Now, anong the other requirenents
that the Division inposes for these -- as a gui dance
for these closed |loop gas injection wells is
confirmation of nmechanical integrity. Has OXY
performed or confirmed the mechanical integrity of
these wel |l s?

A We plan on, if we haven't done so already,
running a new nechanical integrity test on the wells
once they are converted to the proper downhol e
configuration for gas storage. So a little bit of
i nformation on that. These wells are in
various -- various artificial lift nethods and
production times within their |ives.

So we have sone wells that, as of today, are
currently producing with electric subnersible punps,
sonme that are producing with annular gas lift, and
that is annular flow gas [ift with injection down the
tubi ng, and then we al so have sone wells that are

producing with conventional gas |ift, which is
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I nj ection down the casing tubing annulus and injection
up the tubing.
So all of these wells, once they are

converted to the conventional gas lift setup downhol e,
t he nmechanical integrity test will be ran and
performed during that workover operation.

Q So on page 172 of your exhibit packet,
you' ve got a sunmmary table that outlines the current
status of the nmechanical integrity testing that's been
conducted on these wells. And just review, if you

woul d, just what this shows and the neaning of the red

| ettering and generally --

A Sure. So this table here, this summary
t abl e, breaks down for each well existing and the red
proposed expansion wells our -- our research on
the -- the history of nmechanical integrity tests that
have happened at various points within the well's
hi story.

So we can see that there are sone wells that
have nmultiple nmechanical integrity tests, mainly the
four black existing gas storage wells which had
mechanical integrity tests perforned | ast year in
April before we started utilizing these wells
for -- for gas storage.

Q So just in short basically, as per the
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condition under the order, OXY will conduct an MT on
each of these wells once they're set up for
conventional gas lift and injection?

A That is correct. And | -- | want to
enphasi ze along with MT, OXY plans on utilizing these
well's for gas storage once they are conventional.

Li ke you said, we don't plan on any type of gas
storage activities regarding annular flow wells.

Q Ckay. Now, | think that covers the
construction setup of the wells, and then I want to
tal k now about the maxi num al | owabl e surface pressure.
You guys were currently operating under a limtation
of 1,200 PSI and the request is to go up to 1, 300.

If you would, just explain why it is that
OXY's requesting that 100 PSI increase and what it
will achieve for you.

A Sure. So the reasons behind the request are
twofold. One, it is to align the maxi num al | owabl e
surface pressure for gas storage with that of
the -- the centralized conpressor stations and those
shut downs of 1,300 PSI.

And then the second reason is after -- after
| ooking into it further and after experiencing sone of
the | onger storage events -- greater than 24 hours is

what | would consider a |onger storage event. As we
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approach our maxi mum al |l owabl e surface pressure, we
see our injection rate start to fall off or decrease
over tinme per our reservoir nodeling prediction.

So if we're able to increase our maxi mum
al l owabl e surface pressure here, we'll be able to
I ncrease our -- our injection rate and therefore
increnentally increase the storage vol une over the
period of tinme that the storage event is taking place.

Q Now, have you conducted updated cal cul ati ons
follow ng the Division's guidance based on the
proposed increase in the maxi num al | owabl e surface
pressure for each of these proposed injection wells

A Yes, we have.

Q And is that on your Exhibit B at page 173 of
the exhi bit packet?

A Yes, it is.

Q If you would, M. Janacek, just wal k through
the key elenments of this table and explain for the
Division how it shows that each of these proposed
wells will neet the Division's guidance for its
numeri c requirenents.

A Sure. So this maxi num al | owabl e surface
pressure table, or MASP table, was put together to
address the guidance fromthe Division regarding

cl osed | oop gas capture projects. And what we've done
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here, |ike you stated, was updated the infornmation
with the higher MASP of 1,300 PSI

So what we have done is we have |isted all
of the wells with their API nunbers and their wel
names. And again, simlar trend here. W have the
existing wells with black well nanmes and then we have
the 11 expansion wells listed with red well names.

And then on the bottom the very bottomtwo
rows, we can see a colum row and then we have the
cal culation row. And so what that does is that
references, for the three cal cul ated col umms, how
the -- the calcul ations were done.

So digging into it further we have, you
know, a whol e bunch of colors here -- four nore colors
to talk through. W have the blue section on the |eft
whi ch speaks to the current operating paraneters
regarding rates and pressures as well as the proposed
operating paraneters during a gas storage event.

Then we nove on to the right where we have
t he orange section, which is the section that touches
on sone burst cal cul ati on conpari sons whenever we | ook
at the maxi num al | owabl e surface pressure applied with
a brine gradient down to the -- the weakest point in
the casing string, the production casing string.

And what we're seeing here in colum nine is
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for all of the wells that's |listed here, the maxi num

antici pated pressure -- excuse ne -- the maxi mum

antici pated pressure plus the reservoir brine
hydrostatic is -- is far below that of the casing
burst pressure. Everything is at 50 percent or bel ow.
So that -- that is not a concern that OXY has.

Movi ng over to the right-hand side, we have
the gray area, which is | ooking at the gradient
calculation to the top perforation depth. So you can
see it varies per well, but in essence, all of these
MASP gradients are less than 0.2 PSI per foot.

And then finally, we have the green col ums
and the green colums are information and cal cul ati ons
that are connected to or dealing with the formation
parting pressure. So what we've done is we've taken
the top perforation depth and true vertical depth,
brought i n assunption for a -- a really high gas
pressure gradient.

We al so | ooked at the formation parting
pressure gradient over here and then we did a
percent age conpari son whenever we -- when we apply the
maxi mum al | owabl e surface pressure plus a gas
hydrostatic, and we are well below the formation
parting pressure here. W're at -- | think the

| argest value is 52 percent of the formation parting
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pressure.

So that is an overview of this MASP table
that was ran and updated for the new proposed maxi mum
al l owabl e surface pressure of 1,300 PSI.

Q And just to confirm each one of those
el ements or requirenents is nmet under the Division's
gui dance?

A That is correct.

Q Now, thinking about the gas here. Just to
confirmthat what OXY's proposing to do here will be
to reinject produced gas into these wells during
intermttent upsets from m dstream operations; is that
correct?

A That is correct. We will be injecting

treated produced gas back into these wells.

Q And t he purpose of that would be to avoid
the need to flare during energencies or upsets and
potentially to have to shut in these wells during
prol onged periods; is that right?

A That is correct.

Q And here, you're talking about produced
treated gas. So what are -- what's the source of the
proposed injection gas?

A The source gas is all the produced gas in
t he gas gathering system So within the system we've
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got various wells producing fromvarious formations
and all of those are producing with an approved gas
surface commngling permt. And here, we've included
sone of the gas analysis per the guidance of the OCD
that is listed in their guidance docunent.

Q So in order to confirmthat there won't be
any inpairnments or harmto either the reservoir or the
I njection wells, the Division's required OXY to do an
anal ysis of the gas to confirmeither that it's
conpati ble, there won't be excessive corrosion; is
that right?

A That is correct.

Q And in this exhibit starting at page 174,
you've prepared a summary of OXY's gas anal ysis?

A Yes.

Q And that includes, in the follow ng pages
t hrough page 184 of the exhibit packet, the actual
anal yzes fromthe | aboratory that conducted the work;
is that right?

A That is correct.

Q Ckay. And just -- and you've identified
them-- let's see. | think you ve |abeled them You
can see -- let's see. How are they set up --

A Top left of the first page shoul d
have -- there it is.
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Q Oh, yeah. Okay. All right.
A So the first sanple here -- and we -- 1|'|
just talk through them W first are | ooking at the
I njection gas sanple. So this is the producing gas
streamthat is conbined fromall of the producing
wells within the gas gathering system So that is the
first sanple that was subm tted.
And then noving on, we have a second gas
analysis and this is an updated analysis for the
Aval on, which we are currently utilizing with the four
exi sting gas storage wells. And then if we nove
onward to the next gas analyzes, the red circle
I ndicates that this is a new gas storage interval and
here, we have a sanple for the First Bone Spring.
Movi ng on, | believe the next sanple should
be -- yes. The -- the next exanple -- I'msorry. The
next analysis here is the Second Bone Spring gas
sanpl e, which we've included and has a -- a red dot
I ndi cating a new storage interval.
And then finally, the |last gas anal ysis
submtted here is for the Third Bone Linme, which is
t he deepest gas storage interval we are targeting
here.
Q And you nmentioned, | believe, that all the

source wells, the source gas and the injection wells
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In the project area are covered under an existing

service comngling permt?

A Yes. That is correct.

Q Is -- and that's PLC-835-A currently; is
that right?

A That is correct.

Q Al right. And just to be clear, the
formation that we're injecting into in the Bone
Spring, that's all within the sane pool, sanme pool
code?

A Yes. That is all within the sane oil pool
code.

Q Okay. And that's the Red Tank Bone Spri ng,
pool code 51687; is that right?

A That's correct.

Q Okay. And just to be clear, | think we
mentioned this in the application, but OXY may, over
time, include additional wells within that surface
com ngling order so that additional wells my be
contributing to the injection gas?

A Yes. That's correct.

Q Now, based on your review of the gas
anal yzes, are there any issues or concerns regarding

corrosion or conpatibility as a result of adding these

new i njection intervals within the Bone Spring?
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A No. We don't see any issues or concerns
regardi ng i nconpatibility.

Q And OXY's already effectively mxing this
gas through its gas |ift operations within those
zones; is that right?

A That is correct.

Q Al right. And there's no -- oh, and then
guess you are -- and you have an existing corrosion
plan in place to address any potential corrosion
| ssues for each of these wells?

A Yes. We have a corrosion prevention plan in
pl ace for our current gas lift operations as well as
the corrosion prevention plan, which is the sanme for
gas storage events, and that was submtted in
the -- the previous hearing.

Q Okay. And that hasn't changed based on --

A No, it has not changed.

Q Okay. Now, let's nove on to tal k about the
area of review in your analysis to neet the Division's
gui dance. Have you conducted an area of review
analysis for wells within the two mle and half mle
areas of review?

A Yes, | have.

Q And |'m going to skip over or back to page

70 of the exhibit packets. |Is this the beginning here
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of your area of review anal ysis?

A That is correct.

Q If you would -- and just direct ne,

M. Janacek, as you wal k through these. WII you just
wal k t hrough what each of these maps shows and how you
conducted your AOR anal ysis?

A Sure. So as -- as you scroll down here to
page 71, we are first |ooking at the Avogato area and
the 2-mle area of review, or AOR for short, map that
was put together. This map has vari ous conponents
that are simlar across all of our AOR maps that are
submtted, so let nme go through and break down the key
in the bottomright.

So for this Avogato area, the first thing
that catches the eye is the big blue blurb, which is a
2-mle AOR outline of the project area.

Next, if we look in a little bit closer, we
can see the black well trajectories for the -- it's
easy to see two and there's a third one covered up to
the east. But those black well trajectories are the
exi sting gas storage wells within the Avogato gas
storage project.

Then we have, offsetting themw thin the

sane sections, the red proposed additional wel

candi dates and their well bore trajectories. All the
Page 237
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.veritext.com



© 00 N oo o b~ wWw N

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

surface holes are on the -- the north side of Section
30 and then all of the last take points are |ocated on
the south end of Section 31.

Sonme other relative | abeling would be the
grain -- skinny grain well trajectories, and those are
representing all of the offset wells regardless of it
they penetrate the -- the top of the injection
i nterval or not of wells that are in the AOR -- excuse
me -- within the area of the AOR

So that is an overview of the Avogato area
on page 71. If we nove onwards to page 72, we have a
simlar map with the simlar conponents for the Taco
Cat area to the west.

Here, we have the -- the blue blurb, which
is the 2-mle AOR outline, we have the red existing
Taco Cat storage well -- I'msorry -- the bl ack
exi sting Taco Cat storage well, the red proposed
storage well and then also all the offsetting green

well trajectories as well.

And there are sone other various conmponents
in there that are | abeling the type of -- of well at
the surface hole location and that's included in the
key as well. So those are the 2-mle AOR maps.
So we'll nmove now to the -- the next page,
which is page 73. On page 73, we're doing a little
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bit nore zoonmed in focus here and this is where the
bul k of the AOR took place. So this map is the
Avogat o project area and we have a half mle AOR
outline. So this is a half mle around all of the
proposed well trajectories.

And the main difference here between the
previ ous AOR that was conducted in 2021 and the AOR
t hat was conducted in 2023 recently is we had sone
additional gas storage wells added in the east half of
Section 30 and 31. So therefore, the AOR was expanded
eastward, and additional wells were added here.

And we're | ooking at the sane conponents
with sonme nunber | abels included.

So again, we have the black existing gas
storage wells and their trajectories, then we have the
red proposed additional storage wells and their
trajectories and then we have a -- all of the surface
hol e | ocati ons nunbered that correspond with our AOR
table that is found after these maps.

So all of the wells that penetrated the top
of the Bone Spring, which is our target injection
pool, they were included in the AOR table and
therefore, they were | abeled here. So that sunms up
this page 73 for the Avogato area.

And then if we go to the next page, page 74.
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Thank you. Page 74 is simlar but different for the
Taco Cat project area -- excuse ne. So in this map,
we're focusing on the Taco Cat area.

Again, we are | ooking at the existing gas
storage wells, the proposed gas storage wells, the
of fsetting green well trajectories and then the
| abel ed surface hole |locations of all the wells found
wthin the half mle AOR penetrating the top of the
Bone Spring pool. And | believe that is all | have to
say about those maps.

Q Now, you nmentioned, M. Janacek, that you've
got these nunbers associated with the wells that fall
within the half mle area of review that you've narked
here on the maps and that corresponds with the
t abul ati on of data. WII you explain to the
exam ners -- oh, nmy goodness.

A You're going to -- you're going to have to
zoomin there and we'll --

Q Just at a high level, M. Janacek -- 'cause
they can zoomin, too. Wat does this tabul ati on of
data show generally? Explain the elenents just at a
hi gh | evel and then we can tal k through whet her or not
you've identified any wells of concern within the area
of review.

A Sur e. So here, we have the AOR tabl e which
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breaks down all of the wells found within the half
mle AOR -- AOR. We have the bold and black -- it's
kind of hard to see, but the bold and black is all of
t he previously approved CLGC wells and then we have in
red the -- the requested expansion wells for this
year.

The other wells listed out are the wells
found within the AOR, and we have various aspects
t abul ated here. We have sone general well information
with the API nunbers, the current operator of the
wel |l s, | ease names and wel | nunbers.

Then we have a breakdown of surface hole
| ocations of these wells and then we get into sone of
the drilling and conpletion information, which is spud
dates, true vertical depths, casing -- casing
i nformati on, cenent information.

And then finally, the |last couple colums
speak to the current conpleted -- conpleted intervals
that these wells are currently producing from and
those are in nmeasured depths. And then we also are
show ng the current producing pool for -- for each of
t hese wells.

Q Based on your review of the wells within the
area of review that penetrate the injection interval,

have you identified any wells that have been P&A' ed or
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tenmporarily abandoned within the area?

A Yes, we have.

Q And have you prepared the wellbore
schematics for the condition of those wells?

A Yes. We devel oped wel | bore diagranms for
t hose.

Q Yeah. And are those -- starting at page 185
of the exhibit packet, you -- | think you prepared
updat ed ones; correct?

A That is correct. We prepared updated PA
wel | bore di agrans.

Q And those are in your Exhibit B and they're
starting at page 185 of the exhibit packet?

A That is correct.
Q And |I'm not going to spend -- | don't think
we need to spend tinme -- a lot of time on these,

M. Janacek, but just based on your review and
assessnent of the condition of these wells that

penetrate the injection interval, have you identified

any wells that may serve as a conduit for gas injected
to | eave the injection zone?

A No. We haven't identified any wells as
such. And anot her note on why updated PA di agrans
were filed. That was because we wanted to -- to
I nclude, in the upper |eft-hand corner of each
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wel | bore diagram the AOR well |ID nunber so it was
easier for the Division to review the application.

Q Okay. And in your opinion, are these wells
t hat have been P&A' ed protective of fresh water and
correlative rights in the area?

A Yes, that is mnmy opinion.

Q Okay. Now, let's talk about affected
parties and notice. Under the Division's guidelines,
have you identified all the affected parties,

i ncl udi ng surface owners where the injection wells are
| ocated within a half mle of the exterior boundaries
of the project area?

A Yes, we did.

Q And | ooki ng at pages 134 of the exhibit
packet where you've identified your notice, do these
pages reflect the maps showi ng how you identified each
of the parties entitled to notice?

A That's correct. W have sone of the surface
ownership maps that were reviewed and then we al so
have some maps -- | believe if you scroll on down, we
have the HSU or horizontal spacing unit maps for the
Bone Spring pool for both, one, the Taco Cat area and,
two, the Avogato area.

Q And so you identified operators of units

wthin the formation, if there wasn't an operator,
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then a mneral owner and so on down the affected party
list; is that correct?

A That is correct.

Q And you also identified the BLM and state
| and office as affected parties?

A Correct.

Q And is that, the list of parties under the
Di vi sion's guidance who are required to receive

notice, also on your exhibit here starting at page

1397

A Correct.

Q Ckay. Now, in addition to these parties
that the Division has provided guidance -- a

requi rement for notification, did you provide
addi tional notice to other parties as well?

A Yes, we did.

Q Who did you provide notice to?

A We provided notice to all working interest
owners and all revenue interest owners of the gas
source wells within this gas gathering system

This wasn't required under the Division's
gui dance, but we took advantage of the opportunity to
give notice to all interest owners of the -- the

Di vi sion's approved gas allocation fornmula that is

utilized follow ng a gas storage event.
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Q Ckay. And now, that gas allocation fornula
was approved by the Division previously and that's the
sane. You're not changing that here going forward;
correct?

A That's correct. There are no changes to
that gas allocation nethod.

Q And that gas allocation nmethod was included
In the application, and it's attached at
page -- beginning at page 131 of the exhibit packet;

is that correct?

A That is correct.
Q And that just kind of summarizes and reviews
how OXY is going to allocate gas between -- after a

i njection event. So as between the native gas that is
goi ng to be produced subsequent to injection along
with the produced gas that was tenporarily stored
during an injection event.

A That is correct.

Q Okay. And -- all right. So that's that

NOW. Last bit, M. Janacek, which |I'm hoping that
wll rally the Division's interest here is you've
prepared sone data based on storage events to-date; is
that right?

A That is correct.

Q Now, the reports aren't due under the orders
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until -- for sonme tine. The summary data -- this
reporting out to the Division on these storage events
aren't due for sonme tinme, but you've gone ahead and
prepared sone data that OXY has available to-date; is
that right?

A Correct.

Q Okay. So I'mgoing to junp ahead here.
This is concluded in Exhibit B, but in the exhibit
package, it's on page 207 -- starting on page 207. |If
you woul d, just review -- and guide ne as you do
t hrough each of these slides.

Just review, if you would, the data that
you' ve been able to pull together and explain to the
Di vision what it shows and how, in your opinion, it
confirms that what OXY's proposing to do is
appropriate and in the interests of prevention of
waste and so forth.

A Sure. So starting here, we're |ooking at

the Taco Cat project and a project summary of what's

happened to-date. A couple itens to talk through.
Very detailed table. So starting in the upper
| eft-hand side, we have sonme sunmary points about the
proj ect.

So over the past ten -- nmaybe nowit's 11
nmonths since it's April -- we've had four storage
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events in the Taco Cat area and over the course of

t hose four storage events, we've injected about 18.5
mllion standard cubic feet of gas during storage
events.

And then we've also seen, after the storage
event, various |lengths of recovery to recover that
storage gas. It can be as short as a day up to 29
days to recover that gas. So if we |look at the
ri ght-hand side, we're |looking at the -- a plot. You
can maybe zoomin there a little bit. Perfect. Thank
you.

So this is a plot -- very high level plot of
t he Taco Cat gas storage events that have happened
to-date. On the X-axis, we have the net duration in
days of the storage event. | nentioned net duration
here because there are periods in tinme during a
storage event where the storage well is just shut in
and not injecting.

So it was -- it was a little bit easier to
| ook at the net duration of storage events to see when
we were actually injecting into these wells.

So that's on the X-axis and you can see
we' ve got points over on the |left where we have
storage event durations of a couple hours, two that

were a little bit less and a little bit nore than a
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day in length, and then we have the one | ongest event,
whi ch was about three and a half days | ong.

Then if we ook at the Y-axis here, we're
| ooking at the -- thank you. We're |ooking at the
I njected well volunes. Here, since there's only one
gas storage well in this project area, we're just
| ooking at the Taco Cat 11H val ues and you can see
that we injected very m ninmal val ues.

| think that's I ess than 1,000 standard
cubic feet of gas injected in that very short event
and then we -- as we have |onger events, we have
| arger storage volunes. So our |ongest event, we
I njected, | want to say, close to 13 mllion standard
cubic feet of gas during the gas storage event.

So if we back out and scroll down to the
tabl e below. Thank you. The table below is talking
to the specific data of each of these storage events,
start and end tines and other pertinent data that is
based off of the order summary data requirenments
listed in the approved injection order.

So if we were to break it down, we have
gross duration days, net duration days, injected

vol unes, the wells involved and then we have the

specifics of the well-injected volunes, so how nuch
each well injected, and then we have average injection
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rates, max injection rates and then data as it relates
to the recovery of the storage gas after an event.

So that was put together here for the Taco
Cat storage project and then we also did the sane for
the Avogato project, which | believe should be on the
next page. So here on the next page, we're shifting
over to the east where we have the Avogato gas storage
proj ect and we have three approved gas storage wells.

In this area, we had six storage events, so
slightly nore than the Taco Cat to the west. Wen we
have nore wells, we're able to inject nore gas. W
I nNj ected about -- or stored about 65 mllion standard
cubic feet of gas.

And again, we have various recovery
dur ati ons based upon the |ength of the storage event.
There was a -- a positive correlation between the
| ength of the storage event, the injected vol unme and
then the recovery duration.

So here, if we zoomin on this plot over to
the right-hand side, we're |ooking at sonme summary
data for the three Avogato wells. W' ve got the
Avogato 11 in blue, Avogato 13 in orange and then we
have the Avogato 14 in gray.

This is simlar to the Taco Cat chart that

we viewed previously where we have the net duration on
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the X-axis, so the net duration of gas storage.

And then we have on the Y-axis the
well -- individual well storage volunme. You can see
we' ve got storage volunes close to -- close to zero
upwards to the |l argest values being thirteen-, al nost
fourteen-thousand in the | onger events.

One other thing to talk about in this chart
Is there is alittle yellow star calling out one of
the data points and here in the next couple slides,
"' m going to go through and give a preview of the data
t hat was put together for one of the storage wells.
And this data was put together per the reporting
condition stated in the approved injection order.

So here, we nove onwards to the table for
all of the Avogato events. There's a lot |isted out
here. W have information in the first couple col unns
that go through the event start date and the total
storage volunes conbined for all three wells.

Then we have specific start and end storage
time for each well, which | eads us to the gross
duration and net duration of those storage events.
And on the net duration colum, we did sone

conditional formatting there. So the blue bars

i ndicate the -- the length of the net duration. So
you can see in -- in May, we had sonme of our | onger
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st orage events.

And then wal king through the -- the
remai nder of the table, we have the individual well
nanmes, their respective storage vol unes, average
I njection rates and max injection rates for each
storage event and then finally, we have the recovery
start and end to calculate the recovery duration for
each well for each storage event.

So speaking to the -- excuse ne -- speaking
to the yellow star below, we'll walk through a
specific gas storage event. On here, we're actually
hi ghl i ghting the incorrect well and event. It should
be the row right above it for the Avogato 13H, not the
Avogato 14H So that's the data that we'll be
reviewing in the -- the next two slides.

So | believe that's all | have regarding
that table, so we can nove on. Ckay.

So on this -- on this slide on this exhibit
page, what we're |ooking at is specifically the
Avogat o 13H gas storage well and a specific storage
event that happened begi nning on January 31st of 2023.
And the data that we're | ooking at here is per the
i njection order reporting requirenents.

So we are showing a |lot of information here,

mai nly our casing pressures, our injection rates and
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then our test rates, and we're | ooking specifically at
data before, during and after a storage event. So | et
me wal k through this with you and then we'll -- we'l
break down each of the different data trends.

So on the X-axis, we're |ooking at tinme and
we see that we start around January 30th and then the
data -- the plot on the data ends around n dni ght,
February 3rd, so basically the begi nning of February
4th. And so this encapsul ates not only the storage
event, but a period of tine before and after the
storage event.

So if we're to focus in on the gray gas
injection flowrate -- that is the val ues correspond
with the Y2 axis on the right-hand side of the upper
chart -- we can see that during normal operations, we
have a fairly low gas injection flowrate injecting
this well.

| want to say, |ooking at this and

eyeballing it fromthe chart, sonmewhere around

three- or four-hundred gas injected per day. So as we
go along in tine and we go to the right on the X-axis,
we'll see a junp up in our injection gas rate and that
corresponds with a gas storage event.
So what wi Il happen whenever that gas
storage event is initiated -- there's a couple things.
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One, we're going to see our injection rate increase.
So we can maxi m ze the injection volunmes going into
these wells during a storage event.

And then, two, other things we're seeing
happen, other values were increasing. Look at the
orange line. The orange |line are the production
casing pressure values. So this correlates with the
I nj ection surface pressure of our gas stream going
down the casing to the annul us.

So we'll see a junp here, too, that
correlates with a increase in injection rate. So
those two will trend together.

And then finally, the third itemthat we're
seei ng change here is the dark bl ue tubing pressure.
The dark blue tubing pressure, which is normally
at -- it's normally around, | want to say, three-,
four - hundred PSI.

It will -- once we shut the producing val ve
on that well head, the tubing pressure will start to
build up as it equalizes with the casing pressure and
then those will start to track once we get towards the
hi gher end of our injection pressures and then they'l|
equalize and -- and overl ap.

As we see, we get to the end of the storage

event there. |It's hard to see the underlying orange
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producti on casi ng pressure.

So once the gas storage event ends and we're
able to sell our gas to the third-party takeaway
again, all of the data changes. All the data changes
and goes back to within normal operating paraneters.

The first itemwe see is we see a drop in
the gas injection flowrate. It's actually dropped
down to zero because -- for a bit of tinme because
there's sone pressure in the wellbore. That well wll
fl oat back.

Then the second itemthat we see change is
t he dark blue tubing pressure and that's indicative of
us openi ng the produci ng val ve and produci ng fluids
fromthis well back down the flow line.

And then third, we see the orange production
casing pressure fall back down and trend with the
I njection -- injection rate. And then at that point
in time, we've reverted back to normal gas lift
operating paraneters and that's what we're seeing
her e.

So there's two nore things | want to talk
about on here, one of which is the casing pressure for
the internediate string and the surface string, which

is per the injection order conditions.

Before we start utilizing these wells for
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gas storage, along with the nmechanical integrity tests

that were perfornmed, we also installed PITs or

pressure transducers, on the two brain head val ves.
One on the internedi ate producti on annul

for nmeasuring the internedi ate casing pressure and

t hen one, another, on the -- the internmedi ate surface

casi ng annulus to measure any surface casing pressure

bui | dup.

So after doing so and | ooking at this data,
there are no concerns. |f we |look at the Iight blue
data, which is the surface casing pressure, it -- it

pretty much tracks right above zero for all of this
period of tinme we're looking at. So we don't observe
any increase or decrease in surface casing pressure.
And additionally -- you can kind of see the
bottom of it tracking along the sane point, the yell ow
I nternmedi ate casing pressure. There's no change in
t hat casing pressure before, during or after a storage
event. So we don't have any concerns there.
And then finally, the -- the second item|

wanted to address is the oil and gas test rates before

and after a storage event for the storage well. So
what we're seeing here is the gas storage -- |'m
sorry.

What we're seeing here are the oi
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production tests. They're pretty simlar. The second
one is alittle bit |ess because we don't have a full
24-hour test at that point intime -- I'"'msorry. W
have a 24-hour test, but we weren't producing

for -- for 24 hours since the well was still in a
storage event.

And then we can also see sone of the plotted
red gas test values. So we can see that before a
storage -- storage event, we have roughly 2 mllion
gas produced a day.

And then after a storage event, we have
upwar ds of 3,000, trendi ng dowmwards, produced gas
that is higher because we have a conbi nati on of
our -- our reservoir gas production fromthe native
gas and then we also have a return of the storage gas
vol unes that were stored in this well during the
st orage event.

So | believe that is all | have for this
slide. In -- in sunmary, we're seeing -- seeing no
maj or issues with the data collected before, during or
after a storage event for this particular well. And
then | think -- | think that is it for the data. |Is

t here anot her data?

Q Mm hm
A Ch, yes. There's one nore chart. So
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finally, what we're | ooking at here is sone nore data
for this specific well and this specific storage event
and we're mainly | ooking at showi ng how the recovery
profile chart is cal culated and put together for this
wel | .

So as nentioned earlier, we are applying a
GOR gas allocation to these wells after a storage
event because we need to break out the native gas
production, the gas |ift gas injection and then the
return of the storage gas.

So there's various elenments plotted here per
the order data requirenents, but | will just focus on
a couple key itens. So X-axis, again, we're -- we're
| ooking at time. The Y axes, we're |ooking at the
val ues of various -- of various itens.

Looki ng specifically at the -- starting
January 31st, we have the start of the storage event
and so we have the injected values for that day. So
you can see we've got injected values for that day,
the follow ng day and then an additional day at the
end and those are the values injected during the
st orage event.

Then after the storage event ends sonetine

during the -- the -- during February 2, 2023, we start

to produce back the -- the storage gas along with
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various other fluids.

So we're | ooking here at all of our
i njection streanms, the purple gas |ift injection,
al ong with our production streans, which are oil,
reservoir gas and return of storage gas and then our
overal | cunul ative wel | head gas producti on.

So those values are -- are |located on here
and were -- and the calcul ated value is the native gas
val ue based off of the gas/oil ratio that we consider
before a storage event.

And finally, the last elenment to speak to
here is the orange |ine, which starts at 0 percent on
February 2nd, and this is plotting the percentage
recovery of the cunulative gas injection. So we start
at zero because we're starting to recover the gas
injection from-- after a storage event.

And you can see very early onis when -- is
when we see the |argest return of the gas storage
volunes and then it starts to taper off over tine.

And for this well, it looks like it was
roughly about ten days until we recovered 100 percent
of the storage gas and this was based off of the GOR
gas al location calculation that was applied and -- and
approved by the Division.

Wth that being said, | think that is all
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the data here that | wanted to share today. This is
just -- just a glinpse of one well and one storage
event that we've been -- that we've been capturing
data on and this will be submtted in the sunmary
report at the two -- at the end of the two-year pil ot
project period to the Division.

Q Thank you, M. Janacek.

Now, in ternms of this particular application
and the request to expand the project area and add
these injection wells and nmake the anmendnents to the
maxi mum al | owabl e surface pressure, is OXY requesting
that the D vision consider its application and nake
t hese changes and i ssue an order on a relatively -- |
don't want to say, "Expedited," but a relatively

expedi ted basis?

A Yes. That woul d be OXY's request.

Q Can you explain why that is and maybe | ust
give a little context?

A Sure. So we would -- we would |ike approval
of this project sooner rather than | ater because of
the additional devel opnent that we have com ng online
in this Red Tank area.

We have a | ot of additional devel opnent
com ng online and we want to nake sure we have
everything in place to -- to reduce our energency
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flaring, reduce the flaring and al so reduce the anount
of potential shut-in we have to perform

In addition to the new online devel opnent
occurring, we also have a majority of our gas takeaway
I nterrupti ons happening during the summertine. So
t hose two events are colliding or are happening at the
sane tinme and we want to do all that we can to get in
front of that potential issue.

And so if we're able to add on new wells to
this existing project, we'll be able to bring on a
handful of wells pretty quickly to start gas storage
operations very soon.

Q And that -- therefore, in your opinion, |

guess, M. Janacek, that approval of this application

will help reduce waste?
A Yes. That is correct.
Q I n your assessnent of the consequence of

this project and the results or inpacts on any of the
wel I's, have you found any inpairnent of correlative
rights as a result of injection or subsequent
production of injected gas?

A No, we have not found anything. One
addi tional comment that | wanted to add on and address
here because | did not nention it previously in the

dat a.
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We did | ook at sonme of the offset well data
as per the order requirenents and to date, the data
we' ve revi ewed, we do not see any positive or negative
| npacts on the nechanical integrity or the hydrocarbon
production of offset wells. So | wanted to nention
that as well here.

Q And in addition, based on your analysis,
assessnent of the initial injection events, have you
found any adverse inpacts on the storage wells
t hensel ves following with subsequent production?

A No, we haven't found any negative or
positive inpacts on these gas storage events to date.

Q Ckay. M. Janacek, did you prepare OXY
Exhibits A and B or were they prepared under your

direction and supervision or do they constitute OXY

busi ness records?
A Yes.
MR. RANKIN. M. Examner, if you're
still there, | appreciate if we would nove the
adm ssion of Exhibits A and B into the record.
(OXY USA Inc. Exhibit A and Exhibit B
were marked for identification.)
THE HEARI NG EXAM NER: Hearing no
obj ections, so admtted into the record.
/1l
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(OXY USA Inc. Exhibit A and Exhibit B
were received into evidence.)
MR. RANKIN:. M. Examiner, at this

time, we would pass M. Janacek for questions by the

Di vi si on.

THE HEARI NG EXAM NER: Thank you.
We're going to take a break till 3:40 and M. Janacek
will be on the hot seat.

(OFf the record.)

THE HEARI NG EXAM NER: Ready for
guestions for M. Janacek? So we have a special guest
techni cal examiner with us, M. MC ure, and so |"'I|
start off with M. MCl ure.

THE TECHNI CAL EXAM NER MCCLURE: Thank
you, M. Brancard. M. Janacek, | do have a few
guestions for you. WMaybe start off with some -- the
nore general questions with real fancy answers, |
assurne.

Ref erence is made within the
application -- | don't think we tal ked about it today
during your testinony, but | believe there was
reference made to sone of the gas that's sourced from
the Harkey Formation. W are just referring to one of

the sands in the Second Bone Spring; right?

THE W TNESS: That is correct.
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The -- the Harkey here is what we're -- we tried to
refer to as the Third Bone Spring Lime as well. So
it's referred to either the Harkey or the Third Bone
Spring Linme here.

THE TECHNI CAL EXAM NER MCCLURE: I
probably -- just say that one nore time. The Harkey
referring to the Third Bone Spring linme. It's not in
t he Second Bone Spring?

THE W TNESS: No. l--
believe -- and we can have the geol ogist confirm |
believe that's one in the sanme as the Third Bone
Spring Line.

THE TECHNI CAL EXAM NER MCCLURE: Ckay.
When you were referencing "conventional gas |ift," we
were just referring to injection via the casing and
production up the tubing; correct?

THE W TNESS: That is correct.

THE TECHNI CAL EXAM NER MCCLURE: Ckay.
Under st andi ng that we do have a corrosion prevention
plan submtted in the prior case, please resubmt that
for this case as well. | think you had just kind of a
one- page slide, page 57 of 154, fromthe prior case.

If we could just resubmit that into
this record as well, assumng it's still the same and

I f not, update it if you would, please.
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THE W TNESS: Sure. W can do that.

THE TECHNI CAL EXAM NER MCCLURE: Very
good. As far as these 11 wells, their typical oil
production just in a -- not exact figures, but just in
order of magnitude, are we talking -- they tend
to -- they're tending to be |ike between 50 to 100
barrels per day or between 100, 1507

THE WTNESS: | don't know i n general
terms. 1'd have to | ook into that for you.

THE TECHNI CAL EXAM NER MCCLURE: Ckay.
Yeah. No, I'"'mable to look at it on ny side, too. |
didn't know if you had kind of known from a general
term So in ternms of choosing these wells, it was
nore along the lines of their |ocation and
connectivity to the systemrather than perhaps their
current state of production; would that be correct to
say?

THE W TNESS: Yes, and there were sone
ot her -- other considerations factored in as well.

Even though these wells aren't
currently, in their lifetinme, ready for gas storage
tonmorrow based off their current production, we wanted
to go ahead and have them permtted in case they were
to be converted to conventional gas |ift within

the -- the next year or so and then utilized as gas
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storage wells at that point in tine.

THE TECHNI CAL EXAM NER MCCLURE: | got
you. But there would be sone correlation between a
decline in production and when you put it into
conventional gas lift, though, is the thought process?

THE W TNESS: Yes. That's correct,
dependi ng upon where it is on the -- on its oi
production decline and also factoring in when we're
changing artificial lift nethodol ogy.

So any type of downhole changes to |ift
equi pnment correspond with some of the conditions in
the injection order, such as the MTs as well as the
I nj ection packer placenent.

THE TECHNI CAL EXAM NER MCCLURE: Yeah.

Now, as far as being sonewhat of a correlation to

decline in production, would it be nore fair to say a
decline in gas production rather than oil production,
t hough?
| mean, obviously there's going to be
sone correlation there as well, | would assume, but
t he gas would be the nore preval ent reason or the
reason for shifting it to conventional gas; is that
correct?
THE WTNESS: | believe so. I'm-- I'm
not -- I'ma little bit renmoved fromthe production
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side of things, but I -- | guess that -- that m ght be
one of the reasons why it was -- it -- they were
sel ected and converted at that point in tine.

THE TECHNI CAL EXAM NER MCCLURE: Ckay.
Okay. Yeah. No. Okay. Yeah. No. Because | was
just going to ask -- if you do know, | was going to
get the answer from you, but no, no big deal --

THE W TNESS:  Sure.

THE TECHNI CAL EXAM NER MCCLURE: That's
fine. Another quick question for you. It |ooks |ike
what we have |isted as the source wells here -- or it
seens |ike there's a discrepancy between those and the
PLC 835A. My assunption would be the PLC 835A is for
wells that's going to be getting produced and you only
put the ones that is produced.

| just wanted to confirmthat that's
t he case or, diversely, whether maybe there's sone
that's in that comm ngling order which ain't
necessarily ever going to be included in this
particular gas lift package.

THE W TNESS: Good -- good question.

To address the difference between the two, our gas
source list is a subset of all the wells on the gas
surface comm ngling and that subset is filtered by

actively producing wells.
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So there are sonme wells that are not
i ncluded that will be devel oped and online in the
foreseeabl e future, but as of March 2023, they weren't
onl i ne and produci ng.

THE TECHNI CAL EXAM NER MCCLURE: Ckay.
And now, towards that end, do we have -- do you have

any reason to believe that bringing those wells online

w ||l have an effect on the conposition of the source

gas? That's kind of the reason |I'm asking, | guess.
THE W TNESS: Yeah. | hear you.

| -- I don't know. | can't answer that at this point

intime. | -- 1 don't know what target zones those

wells will be producing fromnor do | know, you know,

kind of the relative volunes of -- of what currently

I s being produced fromeach of the intervals versus
the new ones. So | do not know.

THE TECHNI CAL EXAM NER MCCLURE: Ckay.
| guess just to carry the thought on through, though,
I f the source gas were to become nore corrosive, it
woul d be OXY's intent to re-evaluate their corrosion
pl an and update it if needed and then submt the
updated plan to the Division if it was updated; is
that correct?

THE W TNESS: Sure. That's correct.

So if we saw sonething that needed to be addressed
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after any of the new plan devel opnent cane online, we
woul d make those corrections to address any potenti al
I ssues in our gas storage operations as well as our
gas lift operations because both are inpacted equally
by our corrosion -- potential corrosion issues.

THE TECHNI CAL EXAM NER MCCLURE: Very
good. A quick clarifying question. | believe this is
what you said, but just to confirm

On your event tables, project summary
with all the event tables on there -- or the table
that has all the different events broke out, when you

refer to "gross injection,"” that was the total shut-in
time for the injection well and the "net injection”
was actually the tinme that it was being injected into;
is that correct?

THE W TNESS: Yes, that's correct. So
If we |look at specifically the Taco Cat project
sunmary on page 207 of 227.

If we look at the first event starting
on May 9th of 2022, the gross duration is, like you
referenced, the shut-in tinme of that well from when we
initially shut in the production side to when we open

it back up. So that would be fromthe start of 11:49
a.m to 3:39 p.m on My 9th.

And then the net duration corresponds
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with the anount of tinme that we were truly injecting
at a rate greater than zero for gas storage. So
that's what we're -- that's what we're | ooking at here
I n the data.

THE TECHNI CAL EXAM NER MCCLURE: Yeah.
And in the one that you just referenced, they're
matching tine. So you were injecting pretty nuch the
entire time that the well was shut in on that one.

THE W TNESS: That's correct, and
that's what we see for a mpjority of the wells and for
a mpjority of the storage events.

THE TECHNI CAL EXAM NER MCCLURE: Now,
on your Avogato project summry, you have several rows
that were not available. That's just a anomaly on
your data entry or was there sonething about those?

THE W TNESS: Oh, good question. For
t he not avail able or not applicable |abels, the cells
that are "N A " those are when we didn't have any

st orage associated with those wells.

THE TECHNI CAL EXAM NER MCCLURE: Ckay.

THE W TNESS: So operationally, we
focused on utilizing first the Avogato 13 and 14H and
then if we needed it, we'd bring on the 11H third. So
i f we needed the additional capacity -- additional
storage capacity, we would bring on the 11H last. And
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as you can see here, there's two storage events where
we did not utilize the 11H during either one.

THE TECHNI CAL EXAM NER MCCLURE: Ckay.
| see what you got going on. Okay. Yeah. | was
m ssing that. But yeah, looking at it again wth what
you just said, yeah. Each one of your kind of bold
| ines of those sets of three wells there is a separate
event and then you have each of the wells broke out.
| got you now.

THE W TNESS: Correct. Correct.

THE TECHNI CAL EXAM NER MCCLURE: Ckay.
Now, when we | ook at the actual -- | guess not the
recovery profile, but the graphed data for the nore
specific data points. | guess the one -- the graph
that's on page 210 for the Avogato 13H.

THE W TNESS: Ckay.

THE TECHNI CAL EXAM NER MCCLURE: A
guestion | had for you. Now, what was it that you
were nentioning in regards to why we only have a
singl e data poi nt shown between 22 and 23 for the oi
test rate and the gas test rate?

THE WTNESS: So for that one there, we
just are show ng the 24-hour cunul ative test rate.

The -- that was the data frequency interval for after

a storage event, if | interpreted that correctly, as
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stated in the order. It was mainly -- | -- | believe
the high frequency test rates were requested to be
shown for the offset wells during the -- the storage
event .

THE TECHNI CAL EXAM NER MCCLURE: And |
was going to say if the order requirenent is for the
24-hour period following an injection, then we're
required to have one data point per an hour for
the -- | mean, now generally speaking, that would be
for both offset and injection wells.

However, within these specific orders
that were issued to OXY, there is an exenption from
that for the offset wells. But instead, OXY is
required to estimate to the best of their ability what

the production is, but that exenption for the offset

wells doesn't apply to the injection wells.

THE W TNESS: Yes. Thank you for that.
"Il take a ook at it and reviewit as well. Based
of f of what you're saying, we can definitely include
that data -- one data point per hour for both oil and
gas tests after the storage event ends.

THE TECHNI CAL EXAM NER MCCLURE: Yeah.
Because | was going to say the intent was to nost
definitely have it continuously be neasured foll ow ng
a storage event so we can catch that initial -- the
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initial drop down, | -- or | think the initial
production period directly following it.

THE W TNESS: Correct. Correct.

THE TECHNI CAL EXAM NER MCCLURE: Yeah.
Okay. Very good. Now, com ng down to our next page,
page 211, that has the recovery profile of the Avogato
13H.

THE W TNESS: Yes.

THE TECHNI CAL EXAM NER MCCLURE: | was
going to say it's a little bit difficult to see just
fromthe scaling there and obviously -- yeah. | nean,
obviously that's always an issue. But it alnost |ooks
| i ke the oil production may be depressed by 10 to 15
barrels per day following the injection event; is that

what the actual nunbers look |like to you?

THE W TNESS: | would have to go back
and review it but based off of -- based off of eyeing
It here, there is a -- is a difference between those

val ues.

THE TECHNI CAL EXAM NER MCCLURE: Yeabh.
And | guess what ny concern here is is by using a GOR
based off this oil rate, then do you think that the

cal cul ated native production is being also depressed,

| guess? Well, let nme rephrase that. Let ne rephrase
t hat .
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What we are considering to be native
production, if it's based off the oil rate which is
depressed from what the well would normally be naking,
t hen that would nean that what we're cal cul ating as
native is also depressed. And | don't know if that
woul d be an accurate -- if it accurately -- if it
actually is being depressed considering the oil is.

But ny concern, of course, would be
t hat maybe we're m scal cul ati ng our native production
versus recovered production. | guess what -- do you

have any thoughts towards what | was just saying

t here?
THE WTNESS: Yes. I'm-- |'mtaking
t hat in.
THE TECHNI CAL EXAM NER MCCLURE: Yeabh.
THE W TNESS: Speaking to this,
the -- based off the -- the data that we've seen, |

don't know if we can make that determ nation yet as to
whet her or not the -- the produced native gas is
cal cul ated correctly or incorrectly --

THE TECHNI CAL EXAM NER MCCLURE: Yeah.
And then we're only |ooking at one versus -- yeah. Go
ahead. |'msorry.

THE WTNESS: So -- so ny take on it is

possi bly. You could possibly be, you know,
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overestimating or underestimating in the cal cul ation,
but dependi ng upon the engineer you talk to, they
coul d have a different allocation nmethodol ogy to apply
to the situation.

So |l -- | don't know enough to answer
the -- the -- | don't have enough to answer that
guestion, but it is a -- a good itemto discuss and
consider for |looking at the recovery profile of these
wel | s.

THE TECHNI CAL EXAM NER MCCLURE:
Exactly. What I'mkind of |eaning towards is we have
a nunber -- nore of these events in which we're going
to have to be generating recovery profiles for and
when we put together a summary, it's definitely
sonet hing for both the Division and OXY to consi der
her e.

Sonmething else to throw out is |ooking
at, for instance, the slope of your recovered gas as
it approaches 100 percent. | nmean, how your
table -- how your Excel table is built, it stops
conputing at 100 percent. But based off this slope,
it looks like it would have went beyond 100 percent.

So either we're enhancing productivity
and bringing in additional gas or else there's

sonet hi ng going on there on the cal culation, | guess,
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because you can't recover greater than 100 percent of
what you put in.

| mean, maybe you're enhanci ng the
oil -- the gas production fromthe reservoir maybe,
but it ain't necessarily -- it wouldn't be recovered
gas at that point.

THE WTNESS: | think it has to do with
the inputs of the engineer assessnent as to, you know,

what the GOR is before a storage event versus what it

is after to calculate these values. | think -- |
think you're going to have sone type of -- sonme type
of increasing percentage recovered gas with -- with

vari ous nethods.

So that is sonething to | ook at and

consi der after we have all of the -- the data put
together for the recovery charts of -- of all these
wel | s.

THE TECHNI CAL EXAM NER MCCLURE: And
there's a possibility we may have to have specific
protocols for how we're going to be conputing the GOR,
| guess, because this is a commopn theme between pretty
much every single project we currently have is al ong
these lines. So it's definitely sonmething to | ook at

very heavily.

Havi ng said that in context of this
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hearing, | don't think we need to do anything
different at this particular point. But it's

definitely sonething for us to be very careful of, |

guess, noving forward -- mght be the way for ne to
put it.

THE W TNESS: Yeah. And there -- if |
may .

THE TECHNI CAL EXAM NER MCCLURE: (o
ahead.

THE W TNESS: There are vari ous ot her
ways that we could go about cal cul ating the percentage
recovered gas. Here is utilizing a GOR net hodol ogy.
We could go to -- go to a first-in/first-out
met hodol ogy for recovery. W could probably go down
the list to consider sonme additional recovery
calculations to -- to allocate the -- the gas at the
end of the day.

THE TECHNI CAL EXAM NER MCCLURE: Wel |,
being first-in/first-out would essentially assume 100
percent recovery; correct?

THE W TNESS: Yes, it woul d.

THE TECHNI CAL EXAM NER MCCLURE: Yeah.
And | don't know if we got enough data to support that

at this point.

THE WTNESS: That's --
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THE TECHNI CAL EXAM NER MCCLURE:
To -- | nmean, which is kind of the reason we're
gathering this data, to try to figure out what
ultimate recovery is under different conditions.
mean, we already see this correlation between nunber
of days to reach it versus -- | nean, in
regard -- correlated to how |l ong injection tines are.
So clearly there's sone nore
consi deration before we can outright make that
statenent. But regardless, as | say, again, it's a
little bit outside the scope of this very specific
hearing, | guess. | nean, because we're essentially
just authorizing projects to get the data to make that

determ nation is where we're at currently.

THE WTNESS: O course. | think
we -- after reviewing the rest of the data, we can
review it, discuss it further and after -- like you're

saying, review all the trends in the area and ki nd of
reassess how -- how the -- the calcul ations are done
goi ng forward.

And -- and maybe that correlates or
corresponds with the injection pressures for the

storage wells. You know, it m ght be, based on

the -- the injection pressure, you m ght see a certain
recovery.
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And I'"mjust -- I'mjust talking off
the cuff here, but I think there's a | ot of
possibilities to digest and assess this data after
it's -- it's all conpl eted.

THE TECHNI CAL EXAM NER MCCLURE: Yeah.
Exactly. | was going to say the other -- some of the
primary ones |'d be looking at -- | nean, rate and
volume and tinme. Oobviously all three of those
obviously directly correlate it.

But as to which it would affect nore, |
woul d think nmore along those |ines to nmaybe whet her
maxi mum wei ght nmakes a difference or total volune or
maybe it's a total time thing, | guess, if -- | guess
t hat woul d be nore towards vol une. But
regardl ess -- or the conbination of those two
obvi ously. But regardless, yeah, | --

THE W TNESS: | think -- if | my, |
think that sounds |ike a great exercise performance,
"pop fire." So | like where you' re -- you're thinking
at the nmonent.

THE TECHNI CAL EXAM NER MCCLURE: Yeah.
Okay. Now, | did have one quick question that |
m ssed asking before. Oh, you probably don't know off
the top of your head, but if you do know off the top

of your head, for this 13H do you know if there's a
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annulus that's not filled with cenent?
Is there actually like a void there in
order for pressure to build or is there cenent to

surface? You know off the top of your head?

THE WTNESS: | don't know. |'d have
to --

THE TECHNI CAL EXAM NER MCCLURE: Okay.
No big deal. | was just asking if you happened to
know.

THE W TNESS: Sure.

THE TECHNI CAL EXAM NER MCCLURE: And
"1l say thank you, M. Janacek. | think that's al
my questions. | think the only thing that | need
submtted -- | don't think we need anything on the
Harkey Formation. | think that'll be fine.

So | think the only thing we need is if
you could just update, if needed, the corrosion
prevention plan fromthe prior case and then just
resubmt it as an exhibit for this case or a
addi ti onal suppl enmental exhibit, whatever we're
calling it.

THE W TNESS: Okay. Yes. W
wll -- we will get that submtted as a suppl enental .
Thank you, Exam ner MCl ure.

THE TECHNI CAL EXAM NER MCCLURE:  Yep.
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Thank you. M. Brancard, thank you.

THE HEARI NG EXAM NER:  Thank you.
M. Garcia, any questions?

THE TECHNI CAL EXAM NER GARCI A: No
gquesti ons.

THE HEARI NG EXAM NER: M. Harrison?

THE TECHNI CAL EXAM NER HARRI SON: A
coupl e of quick questions, and maybe nore for ny own
I nformation, M. Janacek.

Can you descri be contingencies OXY has
for an extended storage event? And the second part to
that, in the event of an extended storage event,
contingencies for prolonged pressures on the formation
of the reservoir in that tinme frane.

THE WTNESS: Sure. | can -- | can
definitely speak to that, Exam ner. So the first part
of your question in regards to contingencies for
ext ended storage events. |In those instances,
there -- this was a schedul ed | ong storage event. So
we were given heads-up about a nonth before
this -- this long storage event was going to take
pl ace.

So in preparation, we're able to
coordi nate a shutdown of the field,
coordinate -- bring on storage wells. And so the
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contingency here is if we run out of capacity, so to
speak, to store gas during that upset, we wll start,
in a-- in a descending fashion, shutting in
producti on.

So we'll take a | ook at the whole
system we'll take a |l ook at the producing wells in
that systemand there's a priority ranking not only
for the sequencing of the gas storage wells, but also
a corresponding priority for shutting in wells if we
have some of these |onger upsets. So that's the
contingency plan there.

And |'m sorry. What was the second
part of your question?

THE TECHNI CAL EXAM NER HARRI SON:
Second part, in that sane fashion, if we are
continuing to use storage for prolonged exposure of
t hose increased pressures maybe on the formati on of
the reservoir.

THE W TNESS: Oh, okay. | hear you.
It's a -- it's a valid concern. [It's sonething that
we | ooked at. This gas storage project, because we're
utilizing the centralized gas lift conpressors that
are currently in the system we are not going to a

very high injection pressure.

Thi s maxi num surface pressure of 1,300
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PSI is -- is well below where we see any type of
benefits of |ike enhanced oil recovery injection or
t hi ngs of that nature.

And then additionally, |ooking at the
maxi mum al | owabl e surface pressure cal cul ati on tabl e,
we can see that if we apply that surface
pressure -- nmax surface pressure during gas storage
operations plus a hydrostatic colum of a gas
gradient, we're -- we're well below the -- the
cal cul ated parting pressure of those formations.

So in essence, it's a -- it's a -- not
a concern because we -- we reach our max surface
pressure before we start encroaching into any type of
territory that is at or near parting pressure of those
formati ons.

THE TECHNI CAL EXAM NER HARRI SON:  And |
thi nk you descri bed earlier at max surface pressure,
we woul d al so continue to ook to no further increases
inlimt injection above and beyond that.

THE W TNESS: That's correct. The

max -- the maxi num al | owabl e surface pressure of these
systens -- our -- our conpressor shutdowns are at
1,300 PSI. So we don't foresee nor are we

operationally able to exceed 1,300 PSI with the

current set-up of the system
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THE TECHNI CAL EXAM NER HARRI SON:  Ckay.
| appreciate that answer and | prom se |I'm not going
to interrupt anynore. Thanks agai n.

THE W TNESS: Thank you.

THE HEARI NG EXAM NER: Thank you.

M . Rankin, your next wtness.

MR. RANKIN. Thank you, M. Exam ner.
Qur next witness is M. Jared Rountree, a geol ogi st
wi t h OXY.

DI RECT EXAM NATI ON
BY MR. RANKI N:
Q Morning -- afternoon, M. Rountree. WII
you pl ease state your full name for the record?
A Jared Rountree.

Q By whom are you enpl oyed? In what capacity?

A " menpl oyed by OXY as a geol ogi st.
Q Have you previously testified before the
Di vi si on?
A No, |'ve not.
Q M. Rountree, have you prepared a summary of

your resune, education and work experience as a
petrol eum geol ogi st ?
A Yes, | have.

Q And has that been marked in Exhibit B that

was submtted to the Division?
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A Yes.

Q And I'mgoing to pull it up here so -- in
case you forgot what you did. WII you review for the
exam ners your education and your work experience as a
petrol eum geol ogi st ?

A Yes. | have a bachelor's of science in
geol ogy from Okl ahona State University and a master's
of science in geology from Col orado School of M nes.
|'ve been enpl oyed as a petrol eum geol ogi st since
2011. | started nmy career working for new field
expl oration working for a -- at a -- in a variety of
onshore U.S. basins.

And then in 2019, | noved to XTO Energy
where | worked as a devel opnent geol ogist in the New

Mexi co portion of the Delaware Basin. And then since

2022, 1've been enployed at OXY as a devel opnment
geol ogi st working in the New Mexico portion of the
Del awar e Basi n.

Q And have you -- are you famliar with the
application that was filed in this case and the
geol ogy?

A Yes, | am

Q And you conducted a study of the |ands and
t he geol ogy at issue?

A Yes.
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MR. RANKIN. M. Exam ner, at this
time, | would tender M. Rountree as an expert in
petrol eum geol ogy before the Division.

THE HEARI NG EXAM NER: Hearing no
obj ections, so accepted.

MR. RANKI N:  Thank you.

BY MR. RANKI N:

Q Now, M. Rountree, you've prepared a set of
slides outlining your analysis of the geol ogy and the
proposed addition of these additional intervals within

t he Bone Spring?

A Yes.
Q And |I'mgoing to start off -- | guess your
first slide, I think, was a type |og, but you've

provided a slight update to that in your Exhibit B; is
that right?

A Yes, that's correct.

Q So that -- and that's that page -- | believe
it's page 213 of the exhibit packet, you' ve got an
updated type | og.

A Yes.

Q Just review what the update was and
explain -- wal k through the type |Iog here show ng what
you've got outlined here and if you would just kind of

give us a general overview of the geology in the area.
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A Yeah. So the update -- the main update on
here was just a slight |abeling change. One of
the -- the wells was m sl abel ed and that was corrected
on this -- on this type | og.

So the -- the type log that |I'm showi ng here
Is fromthe -- the project area. The logs that |I'm
showing are a triple -- standard triple conbo | og
suite with gamm-ray on the left track, resistivity in
the center track and density and neutron porosity in
the -- the right track.

VWhat |'m showing on that | og are the
specific intervals that have current injection into
the -- into themand then also the intervals that we
are requesting to inject into with these future wells
and then which specific wells would fall into each of

t hose intervals.

And then on the left, the text, |I'mjust
kind of -- |'m going through and descri bi ng
each -- each of the intervals. So -- and then which

wells inject into those.

So the Avalon Shale is the first formation
that I'Il talk about. The wells that would be
injecting -- the new wells that would be injecting

into that would be the Avogato 12H and the Red Tank

14H. The reservoir here is conprised of solicitous
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mudstones with | ow natural permeability in the
nanodarcy range.

The confining | ayers above and bel ow this,
there's -- the Avalon here is overlain by about 300
feet of |ow porosity inpermlinmestones and underl ain
by about 250 feet of interbedded | ow porosity inperm
| i mest one and shal es.

The next interval that would be the First
Bone Spring Formation. The well that would be
I njecting into that would be the Avogato 4H.  Here,
the First Bone Spring reservoir is conprised of |ow
porosity inperm sands and shal es.

Over -- the confining layers overlying this
I s about 250 feet of interbedded | ow perm i nestones
and shales and it's underlain by about 450 feet of |ow
porosity inperneability |imestone.

The next formation -- the next interval
woul d be the Second Bone Spring. So the wells that
woul d be injecting into this interval would be the
Avogato 21H, 22H, 23H, 24H, 25H, the Red Tank 24Y and
the Taco Cat 21H. This reservoir also described as
being conprised of |ow porosity siltstones and
sandst ones.

In ternms of confining layers, it's overlain

by about 450 feet of low permlinmes and underlying it
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are about 150 feet of |ow perneability |inestone.
And then the final interval is the Third
Bone Linme. The question cane up about the Harkey

Formation and that's kind of internal OXY kind of

jargon or -- or nam ng, but we are -- the Harkey woul d
be kind of synonynous in -- in what we're tal king
about here in the -- in the Third Bone Line, which

woul d be underneath the second sand.

And so the well that would be injecting into
the Third Bone Linme would be the Avogato 74H. Here,
this reservoir is conprised of, you know, relatively
| ow porosity inperminterbedded silt shales and
| i mest ones.

Overlying this interval is about 150 feet of
| ow perm | inestones and underneath this interval is
200 feet of |ow porosity inperneability shal es and
| i mest ones.

Q So the rest of your analysis junps back to

Exhibit A and I'mgoing to junp over to that now It

starts at page 103 of the exhibit packet. This
starts -- picks up your cross-section nmaps.
M. Rountree, if you would just kind of overview what
this next series of slides shows and wal k t hrough your
anal ysis from here.
A Ckay. So this slide, it's a locator nmap
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show ng the location of the -- of the -- the two
project areas that are highlighted by the blue boxes
and then the -- the location of the cross-section
wells that are going to be shown on the next couple
of -- next couple of slides.

So | have a couple of cross-sections here
broken up by interval. So the first cross-section
which is on this slide is show ng the Second
Bone -- is -- sorry -- is showng the Aval on and First
Bone Spring intervals. The cross-section |og display
is using the sanme | og display as on the type -- as the
type log slide, a standard triple conbo.

And really what we're trying to show here
are the -- the intervals for these wells that we're
proposing to inject into and then on the right side of
the cross-section, we're pointing out the -- the
approximate |location within the -- within that
i nterval of those wells that we're requesting to
I nject into.

The next cross-section here is showi ng the
Second Bone Spring and the Third Bone Spring Line
intervals. Sane -- sane layout. Sane -- the sane | og
| ayout .

And then as on the last slide, we're show ng

on the sides of the cross-sections on the left side
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the Taco Cat well that would be injecting into

the -- the second sand and then on the right, the
Avogato wells -- the Avogato and Red Tank wells that
woul d be injecting into the second sand and the -- and

the third |ine.

This next slide is a SEPC TBD structure map
on top of the Avalon Formation. This map, while on
the Avalon, is the -- the structure here is
representative of the structure for all the intervals
that we're discussing today.

The main takeaway fromthis map is we're
seeing the -- the formation is dipping to the -- to
t he east/sout heast and there's no identified faults
goi ng through this interval.

The next -- next series of maps are a series
of isopach maps. So this first one is an isopach map,
so total thickness of the -- the Avalon, and in -- in
this project area, the Avalon total thickness is
ranging from800 to 850 feet thick.

The next one is the First Bone Spring
| sopach map. So in this project area, the First Bone
Spring ranges from 225 to 300 feet thick. The Second
Bone Spring -- so in this project area, the Second
Bone Spring Formation ranges anywhere from 400 to 500

feet total thickness.
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And then finally, the Third Bone Spring
Lime -- over the project area, the Third Bone Spring
Lime ranges from 700 to 725 feet in total thickness.

The next few slides are a series of geologic
statenents that | put together. 1'Il -- I'"1Il walk you
kind of briefly through this first one. | did one for
each of the formations.

So this is one that | put together for
the -- for the Avalon Formation. At -- at the
begi nning of the statenent, | describe things such as
the approxi mate depth of the -- the interval, basic
reservoir properties and the faces that the -- that
conprise the formation here.

Further down, | talk about the -- the | ow
pernmeability confining barriers and how they serve as
a barrier to flow, keeping the injected gas within the
target formation that we're injecting into.

Then | discuss bel ow that about the

addi tional confining |layers that are above the overall

Bone Spring Formati on and how they are significant
barriers between the Bone Spring and the nearest known
freshwat er aquifers and how, because of those
barriers, injected gas will not conme in contact with
any of those freshwater aquifers.

And then finally at the -- the |last part of
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the statenent, | state that | didn't identify any
freshwater wells within 2 mles of these proposed
injectors and then | -- on each of these, | |abeled
the -- the wells -- the well nanes that were within
that formation

Q You prepared a statenent for -- simlar to
this for each of the injection zones within the Bone
Spring?

A Yes. So this next one, | -- it was the
exact sanme format but for the First Bone Spring
Formati on and then the sane for the Second Bone Spring
and then for the Third Bone Spring Line.

Q And before |I |eave this, | guess,

M. Rountree, just to confirm Based on your
assessnment then on the geology in the area and the
confining | ayers above and bel ow the injection
Intervals, is it your opinion that OXY's proposed
operation of these wells as injection wells, that the
geol ogy will confine the gas within the injection

i nterval s?

A Yes, that is correct.

Q And that there won't be any adverse inpacts
to fresh water sources or offsetting oil or gas

producti on zones?

A Yes, that's correct.
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Q Ckay. And what's this |ast statenment here
I n your exhibit packet?

A And this last is a signed statenment just
sayi ng that based on, you know, the geol ogic data that
| reviewed, | found no evidence of faulting or any
ot her connection between the injection intervals and
any known source of drinking water.

Q And, M. Rountree, you reviewed this project
here, but another geol ogist testified for OXY
previously in the initial application. D d you also

review the geology in the testinony fromthat original

application and presentation to the Division?

A Yes, | did. | reviewed all -- all of that
work and the -- the testinony of the previous
geol ogi st.

Q And all that aligns with what you' re saying
here today? Any disagreenent with what you
previously -- what OXY previously presented?

A No. Both of our analyzes and -- and our
testinony are -- are very nuch in agreenent.

Q Good. And then, M. Rountree, in your
opinion will the granting of this application be in
the best interest of protection of correlative rights
and will it prevent waste?

A Yes.
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MR. RANKIN. Thank you. M. Exam ner,
no further questions of M. Rountree and we'll pass
hi m for any questions by the Division exam ners.

THE HEARI NG EXAM NER: Thank you.

M. MC ure, any questions? M. MCure, you're
muted. So ...

THE TECHNI CAL EXAM NER MCCLURE: Sorry
about that. M. Brancard, | don't have any questions.

THE HEARI NG EXAM NER: Thank you.

M. Garcia?

THE TECHNI CAL EXAM NER GARCI A: | don't
have no questi ons.

THE HEARI NG EXAM NER: M. Harrison?

THE TECHNI CAL EXAM NER HARRI SON: No
further questions.

THE HEARI NG EXAM NER: Thank you. Al
right. M. Rankin, did you have other w tnesses or --

MR. RANKIN.  Well, M. Exam ner, just
| ast bit. We have an affidavit to present -- or
rather a self-affirmed statenment of OXY's reservoir
engi neer who's unavailable today. So | would like to
just present that and nove that into adm ssion.

And if the Division happens to have any
guestions, perhaps M. Janacek can answer them and if

not, if there's sonething that he can't answer or
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address, then we woul d propose to provide a
suppl enent al statenent addressing any questions that
we can't address.

THE HEARI NG EXAM NER:  All right.

MR. RANKIN. M. Exam ner, marked as
Exhibit Cin the exhibit packet that we
presented -- which | will get to that page in a nonent

and tell you where it is.

THE HEARI NG EXAM NER: |' m seei ng page
214 of --

MR. RANKIN:. That's it. Yep. Page
214. And |I'll go ahead -- if you all have it in front
of you, I won't bother to share ny screen.

Essentially, OXY's reservoir engineer,
Ms. Schwi ng Juh [ph], previously testified in
this -- in a previous case proving this injection.
She has undertaken a study of the requests to increase
the project area, add these additional wells and to
I ncrease the injection pressures.

And she -- as you'll read through this,
you'll see that she has undertaken that -- the
consi deration and study and has confirmed that in her
opi nion, that there's no -- nunber one, that there's

adequate volunes to receive the has within the

formati on and the fracture networks.
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Nunber two, that increasing the
I njection pressure from1,200 to 1,300 will have no
adverse effects and that -- it just confirns
essentially the nodel that they have to-date.

In her affidavit, she refers to
exhibits that are included within the application,
Exhibit A, and then also she's prepared sone
addi tional exhibits which are attached to her
self-affirmed statenent as Exhibit C1.

And if -- you'll see if you scroll down
to those exhibits after her signature, she eval uates
the effect of the increased pressure and -- relative
to the nodel and shows that there's no inpact -- no
adverse inpact as a result of the increased pressure
and will benefit -- and that the project will benefit
frombeing able to increase slightly at a higher rate
as a result.

So with that -- and then finally, |

guess, M. Examner, if | mght just proceed to the

notice and then if you have any questions about either
notice or the reservoir engineer's affidavit, we can
address those. But the last two exhibits 1'd like to
nove the adm ssion of are Exhibits D and E.

And Exhibit Dis an affidavit that was
prepared by nme reflecting that we provided notice to
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each of the parties affected by the application under
the Division's guidance as identified by OXY,

i ncl udi ng those additional parties that OXY has
identified to us, and that we did so by certified
mai | .

And then al so published notice in a
newspaper within the county identifying each of those
parties by name and caused that to be published, and
that's attached as Exhibit E. So you'll see ny
Exhibit Dis the affidavit prepared by ne.

Exhibit -- attached to that is the notice letter
reflecting that we provided notice of the application
on March 17th.

And then follow ng that is the status
of all the certified miils that went out to each of
the affected parties and the additional parties that
OXY chose to notice and the status of those mailings.
Finally, Exhibit E is that affidavit of publication
reflecting that we did do a notice in the newspaper.

Wth that, M. Exam ner, | would nove
the adm ssion of Exhibit C, the attachnments and
Exhibit D and E as wel |.

(OXY USA Inc. Exhibit C, Exhibit D, and

Exhi bit E were marked for

I dentification.)
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THE HEARI NG EXAM NER: Thank you. And
hearing no objections, Exhibits C, D and E are
admtted into the record.

(OXY USA Inc. Exhibit C, Exhibit D, and

Exhibit E were received into evidence.)

MR. RANKIN: And | guess, M. Exam ner,
if there's any questions with respect to the reservoir
engi neering analysis, if M. Janacek can answer them
happy to have himdo so. And if not, we can provide
suppl ement, or if you have any questi ons about the
notice as well.

THE HEARI NG EXAM NER: Thank you. Let
me go to M. McClure. Any questions about either the
reservoir engineering or the notice?

THE TECHNI CAL EXAM NER MCCLURE: Maybe
| have just one quick question, M. Brancard.

THE HEARI NG EXAM NER: Go ahead.

THE TECHNI CAL EXAM NER MCCLURE:

M. Janacek, if you know the answer to this, did your

guys' reservoir engineer have a -- did she identify a

reason for why your actual field test was showi ng |ike
4,000 -- | nean, an injection rate of 4 mllion versus
the predicted 3 mllion for |like Taco Cat 11H?

THE W TNESS: No, we didn't discuss

that with -- with her.

Page 298

Paul Baca Professional Court Reporters 505.843.9241
A Veritext Company www.veritext.com



© 00 N oo o b~ wWw N

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

THE TECHNI CAL EXAM NER MCCLURE: | was
going to say the only -- | guess for sonme context, the
reason |' mwondering is based off the geology, we're
not necessarily -- or we're not seeing any reason to
believe there's faulting here.

But that would be the only concern |I'd
have is if we thought -- is something we laid it
towards sonething in the reservoir that's causing that
i ncrease or if the nodel is obviously -- | nean, it's
hard to get a precise predictive nodel, | guess.

And whet her we thought maybe there's

just sonme adjustnment there that was specific to this

well that isn't necessarily reservoir-w de, which the
nodel is based upon. You're not aware of --

guess -- fromthe sounds of it, you haven't spoke to

her, so you're not aware of any of this then; is that
ki nd of correct?

THE W TNESS: No, nothing that I'm
aware of. And again, which -- what are you referring
to? What data are you referencing?

THE TECHNI CAL EXAM NER MCCLURE: I
apol ogi ze. Slide 219 of 227.

THE W TNESS: 2197

THE TECHNI CAL EXAM NER MCCLURE: Yeah.

THE W TNESS: Ckay.
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THE TECHNI CAL EXAM NER MCCLURE: On
that slide, there's a reservoir nodel conparison where
it looks like OXY's conparing actual injection rates
versus what the nodel had predicted.

THE W TNESS: MM hm

THE TECHNI CAL EXAM NER MCCLURE: And it
may be as sinple as the fact that we know that |ike
the different injection pressures that each well is
requiring -- it may just be sonme discrepancy there.

Because there's a broad range there and
obviously if the nodel is created for this entire
area, there's going to be sone di screpancy between the
nodel and those results. | just don't know if that's
kind of what we're seeing here or if we think there

could be nore connectivity between here and further

out into the reservoir than what we're predicting.

THE W TNESS: Good -- good question. |
think -- I think what the -- the nodel is show ng
Is -- is a very general scenario of injection for
these type of reservoirs and probably where we're
seeing differences for all of these wells could be
fromany type of input.

It could be geologic. It could be
conpl eti on met hodol ogy. It could be the point in tine
at -- at which this well is at in its production life.
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So | don't know specifically why there's a difference,
but there could be nmultiple reasons there.

THE TECHNI CAL EXAM NER MCCLURE: Ckay.
| guess to give you a little further context, | don't
see where it's included in OXY's exhibits for this
case and | don't recall if it's for -- in the exhibits
for originally R 22101, but there was a nodel that was
ran to determ ne effects on offset wells.

l"mtrying to renmenber exactly how it
was titled, but essentially, there was a nodel

predi cting at what point we would actually start

seeing an effect on a well so far away. [|'mthinking
maybe the only thing that kept -- that is still
existing in this -- in these exhibit packets from
that, as | recall, is | think there's some table that
tal ks about |ike the spacing of wells.

Maybe there's sonething -- maybe |

t hi nk some of that information m ght have made it in
there. But ny overall question is | just wasn't sure
if -- well, | guess ny first question is are you
famliar with what |'mreferring to, that nodel ?

THE WTNESS: |'msorry. Could you

restate your question, please?

THE TECHNI CAL EXAM NER MCCLURE: Ckay.
| don't have it directly in front of nme, but if ny
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menory is correct, it seens |ike there was a nodel
that was ran to predict effects on offset wells.

THE WTNESS: Right. Correct.

THE TECHNI CAL EXAM NER MCCLURE: [''m
trying to renmenber exactly what it was based upon.
Li ke it was based on maybe a real study that OXY had
conducted. | don't renenmber the circunstances behind
that study. But you're famliar with what I'm
referring to then; correct?

THE WTNESS: Yes. | -- | know what
you're referring to now So --

THE TECHNI CAL EXAM NER MCCLURE: Okay.
Ckay. And | was wondering is -- was this -- is this
additional injection rates that we're seeing above

what the nodel's predicting -- are we thinking that

that would affect that nodel, and to a significant
degree where we woul d actually see sonething occurring
within two weeks or something of injection?

THE W TNESS: Good question. To answer
that no, | don't think this increased injection rate
for this short period of injection of three -- three
days is going to inpact the -- the outcone of the
nodel .

To refresh -- to -- to kind of refresh
everyone as to how the nodel was set up that we
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presented in 2021, the reservoir nodeling that was
done by the reservoir engineering teamwas based off
of a nmuch longer and -- and a nuch | onger EOR gas
I njection project that was done in Cedar Canyon, so a
different area of ours.

And with that, we were able to, you
know, put together the nodel and see what -- if we
were to do a different type of injection at a | ower

I njection pressure and a shorter period of tine, what

the nodel will show as results. So that was presented
in 2021 by Schwi ng [ph], our -- our reservoir
engi neer.

Here, looking at this data, it is ny
under standi ng that these small injection rate
differentials for these short periods of tinme are not
going to make us revisit the reservoir nodel.

Conpared to the injection volunmes that
were taken into consideration for building the initial
nodel , these storage volunes and rates are a | ot | ower
and a lot smaller. So | guess in essence, ny answer
Is these small differentials in the injection rates
wll not -- will probably not inpact any type of
revisions for the -- the reservoir nodel.

THE TECHNI CAL EXAM NER MCCLURE: Ckay.

Now, just to clarify, you nentioned the increased
Page 303
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.veritext.com




© 00 N oo o b~ wWw N

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

rates over the first few days. It |looks like we're

| ooking at |i ke approximtely -- for the Taco Cat 11H,
you're looking at like just shifting the entire curve
up by, say, 20 percent, around about.

Understanding that in ternms of
magni t ude for what the original study was based off,
maybe that's a small anpunt, but for this particular
I nstance, we're | ooking at 20 percent based off what
this nodel was predicting for injection rates.

And maybe | am m srenmenbering. | had
t hought that OXY had used the nodel built fromthe
Cedar Canyon project, but had used their injection
rates predicted for these wells to determ ne how | ong
it would take to cause a change in offset production

if | recall correctly.

And it seens like the result was in the
nmont hs essentially rather than weeks, if | recal
correctly. So while |l -- I"'msort of on the sane
page. | just want to clarify. You are taking into
account an increase of, say, 20 percent for the
entirety of the injection period, not just the first
few days; correct?

THE WTNESS: So for this instance,
that's all the data we have is for a three-day period.
You know, if we had -- if we had a | onger storage
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event, maybe it would -- we would see that it
mai ntai ns a higher delta of 20 percent upwards,
but -- and that's what it |ooks |like based off of this

very limted data that we're seeing.

But | don't knowif -- if | would
specul ate and say that that would -- would be
mai ntained. So | don't -- | don't know enough at this
time to -- to say that that would be naintained.

THE TECHNI CAL EXAM NER MCCLURE: Ckay.
| guess ny question is -- |I'mnot necessarily asking
if it would be maintained or not. M question is if
It was maintained, do you still believe that a
t wo- week injection period would not be enough to
change the outcone of that original nodel?

And if we're not sure, we can al ways
have a suppl emental statenment from you guys' reservoir
team too, But if you have a pretty good idea, then go
ahead.

THE WTNESS: |'msorry. Could you
restate the question?

THE TECHNI CAL EXAM NER MCCLURE: Ckay.
If the 20 percent increase was maintained -- let's
just say worst case scenario, it is maintained. Do

you believe that that is enough of a change to affect

it the conputed tine in which offset production may be
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affected significantly enough to matter in durations
of injection of, say, two weeks?

THE W TNESS: Yeah, | don't know the
answer to that one, Dean. So we can get with our
reservoir engineering teamand -- and file a
suppl enment al docunment to answer and address
your -- your question.

THE TECHNI CAL EXAM NER MCCLURE: Ckay.
And it could be real sinple. W don't need to
necessarily like actually show us anot her graph or
not. | just want confirmation that OXY is considering
It and that we're not going to see any reason to
suspect affecting offset production, | guess if that
makes sense.

THE W TNESS: Yeah. Okay. | hear you
t here.

THE TECHNI CAL EXAM NER MCCLURE: Ckay.
Thank you, M. Janacek. Thank you, M. Brancard.

That was all | had.

THE HEARI NG EXAM NER:  Thank you.
M. Garcia?

THE TECHNI CAL EXAM NER GARCI A: No
guesti ons.

THE HEARI NG EXAM NER: M. Harrison?

THE TECHNI CAL EXAM NER HARRI SON: No
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guesti ons.

THE HEARI NG EXAM NER:  Thank you.

M. Rankin, ny only question is | wonder if you could
just -- you've probably already done this. Just sort
of explain how you came up with the nanes for your
noti ce.

MR. RANKIN:. ©Ch, I'msorry. Now | know
what you're saying. Like you nean the particul ar
I ndi viduals or -- yeah. | wasn't quite tracking you
there for a nonment. It's 4:40.

So yes. M. Janacek did testify
previously that he identified the affected parties
requiring notice under the Division' s guidance by
i dentifying the surface owners and offsetting affected
parties based on the affected party rule under the
Di vi sion's regul ati ons.

So those were identified in his notice
exhi bit, which is |ocated at the end of Exhibit A, and
"1l tell you what page that is on. Starting on
page -- |'malnost there -- 134, and it goes all the
way down to 141.

And based on those offset maps, it
identifies the operators -- Division designated
operators and then any other affected parties based on

the affected party rule and has a list of all those
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parties identified in the list follow ng the maps. So
then they -- there were others -- the additional

parti es based the royalty owners and the other owners

of interests within the gas that is being -- source
wells is -- are based on OXY's own ownership decks
within those offsetting -- within the source gas
wel | s.

THE HEARI NG EXAM NER: Ckay. Thank
you.

MR. RANKI N: Yeah.

THE HEARI NG EXAM NER: Do you have
anything further, M. Rankin?

MR. RANKI N: M . Exam ner, nothing
further at this tinme. W appreciate the Division's
attention and consideration of OXY's request to try
to, | guess within sone relative tinme frame, be able
to provide an order anending the order so they can
proceed with these additional injection wells.

And so at this point, nothing further

and we appreciate the Division's attention and ask
that the case be taken under advi senent.

THE HEARI NG EXAM NER: Thank you. And
just to summarize -- | believe you' ve al ready done
this -- you want to -- an anendnent to order R-22101;
right? You want to dism ss R-22102 or vacate it,
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what ever, and your anmendnments woul d be to expand the
acreage, to add the wells you have |listed and extend
the project tine.

MR. RANKIN: And to increase the
I njection pressures from1,200 to 1, 300.

THE HEARI NG EXAM NER:  Ckay.

MR. RANKIN:. That's correct. And I
think in terns of what we owe you, we wll provide
an -- the -- an exhibit outlining the corrosion
prevention plan as a extra exhibit.

As well as a statenment from OXY's
reservoir engineer identifying -- responding to
M. MClure's questions about whether and how OXY is
considering the potential inpact of |onger term
I njection at a higher rate -- potentially a higher
rate than the nodel shows and whet her they are
consi dering how that may inpact offsetting wells in
pr oducti on.

THE HEARI NG EXAM NER: Is there
anything else, M. MClure, that we needed?

THE TECHNI CAL EXAM NER MCCLURE: No, |
think M. Rankin got it. Yep.

THE HEARI NG EXAM NER: Thank you. Al

right. Anyone else here with comments on case 234277

Heari ng none, any exhibits we haven't already
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admtted, we will admt into the evidence and the case

will be taken under advi senent.

MR. RANKI N. Thank you, everybody.

Have a great day.

THE HEARI NG EXAM NER: Thank you.
UNI DENTI FI ED SPEAKER 2: Thank you.

THE HEARI NG EXAM NER:  And |

are done for Thursday, April 6, 2023. Thank you,

everyone.

(Wher eupon, at 6:45 p.m, the

proceedi ng was concl uded.)

beli eve we
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CERTI FI CATE OF DEPOSI TI ON OFFI CER

I, DANA FULTON, the officer before whomthe
foregoi ng proceedi ngs were taken, do hereby certify
that any wtness(es) in the foregoing proceedi ngs,
prior to testifying, were duly sworn; that the
proceedi ngs were recorded by ne and thereafter reduced
to typewiting by a qualified transcriptionist; that
said digital audio recording of said proceedings are a
true and accurate record to the best of nmy know edge,
skills, and ability; that | am neither counsel for,
related to, nor enployed by any of the parties to the
action in which this was taken; and, further, that |
amnot a relative or enpl oyee of any counsel or
attorney enployed by the parties hereto, nor
financially or otherwi se interested in the outcone of

this action.

iE%WWfE}oQum

DANA FULTON
Notary Public in and for the

State of New Mexico
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CERTI FI CATE OF TRANSCRI BER

|, KEARA CONTARTESI, do hereby certify that
this transcript was prepared fromthe digital audio
recordi ng of the foregoing proceedi ng, that said
transcript is a true and accurate record of the
proceedi ngs to the best of ny know edge, skills, and
ability; that I am neither counsel for, related to,
nor enployed by any of the parties to the action in
which this was taken; and, further, that | amnot a
relative or enployee of any counsel or attorney
enpl oyed by the parties hereto, nor financially or

otherwi se interested in the outcome of this action.

Keaen (2

KEARA CONTARTESI
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