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STATE OF NEW MEXI CO

ENERGY, M NERALS AND NATURAL RESOURCES DEPARTMENT

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

I N THE MATTER OF THE HEARI NG

CALLED BY THE O L CONSERVATI ON

DI VI SION FOR THE PURPOSE OF

CONSI DERI NG

Case Nos. 23823, 23824, 23984,
24048, 24049, 24050, 24051,
24118, 24141, 24150, 24151,
24154, 24155, 24172, 24173,
24188, 24208, 24209, 24210,
24211, 24212, 24213, 24214,
24215, 24216, 24217, 24218,
24219, 24220, 24224, 24225,
24226, 24227, 24228, 24229,
24230, 24231, 24232, 24250,
24251, 24254, 24261, 24264,
24265, 24266, 24267, 24268,
24269, 24270, 24271, 24272,
24273
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DATE:

TI ME:
BEFORE:
LOCATI ON:

REPORTED BY:

JOB NO. :

HEARI NG
Thur sday, March 21, 2024
8:15 a.m

Heari ng Exam ner Gregory A. Chakali an

New Mexico Energy, M nerals and Natural

Resour ces Depart nent

Pecos Hall, Wendell Chino Buil ding

1220 South Saint Francis Drive

Santa Fe, NM 87505
Janmes Cogswel |

6591421
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APPEARANCES

ON BEHALF OF TEXAS STANDARD, E. G L. RESOURCES, RED
RI VER ENERGY, VI PER ENERGY PARTNERS, KAI SER- FRANCI S

A L COVPANY, AND MEVBOURNE O L COMPANY:
JAMES G. BRUCE "JIM" ESQUI RE (by
vi deoconf er ence)
PO Box 1056
Santa Fe, NM 87504
j amesbruc@ol . com

(505) 982-2043

ON BEHALF OF AVANT OPERATI NG, LLC, DURANGO

PRODUCTI ON/ SABRE OPERATI NG, MARATHON O L PERM AN, LLC,

AND MAGNUM HUNTER:
DEANA M BENNETT, ESQUI RE
Modral | Sperling
500 4th Street Northwest, #1000
Al buquer que, NM 87102
deana. bennett @modral | . com

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

ON BEHALF OF ARMSTRONG ENERGY CORPORATI ON, COG
OPERATI NG, AVANT OPERATI NG, LLC, PERM AN RESOURCES,
E. G L. RESOURCES, KCK ENERGY, LLC, AND EARTHSTONE
PERM AN, LLC:

DANA S. HARDY, ESQUI RE (by vi deoconference)

Hi nkl e Shanor LLP

218 Mont ezuma Avenue

Santa Fe, NM 87501

dhar dy @i nkl el awfi rm com

(505) 982- 4554

ON BEHALF OF XTO PERM AN OPERATI NG, LLC, CHASE O L
CORPORATI ON, MRC PERM AN, MATADOR PRODUCTI ON COVPANY,
COG OPERATI NG, LLC, AMEREDEV OPERATI NG, LLC, AND
CROCKETT OPERATI NG, LLC:

PAULA M VANCE, ESQUI RE

Hol | and & Hart LLP

110 North Guadal upe Street, #1

Santa Fe, NM 87501

pmvance@ol | andhart.com

(505) 988-4421

Page 4

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



© 00 N oo o b~ W N P

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

APPEARANCES (Cont'd)

ON BEHALF OF MATADOR PRODUCTI ON COMPANY, FASKEN Ol L,
APACHE CORPORATI ON, HI LCORP ENERGY COMPANY, AND XTO
PERM AN OPERATI NG, LLC:

ADAM G. RANKI N, ESQUI RE

Hol | and & Hart LLP

110 North Guadal upe Street, #1

Santa Fe, NM 87501

agranki n@ol | andhart.com

(505) 988-4421

ON BEHALF OF NORTHERN O L AND GAS:
BLAKE C. JONES, ESQUI RE (by videoconference)
Steptoe & Johnson PLLC
1780 Hughes Landi ng Boul evard, Suite 750
Spring, TX 77380
bl ake. j ones@t ept oe-j ohnson. com

(281) 203-5730
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ON BEHALF OF ClI MAREX

APPEARANCES (Cont'd)

PRODUCTI ON COVPANY:

DARI N C. SAVAGE, ESQUI RE

Abadie & Schill, P.C.

555 Rivergate Lane, Suite B4-180
Dur ango, CO 81301

dari n@badi eschill.com

(970) 385- 4401

JACLYN M MCLEAN, ESQUI RE
Hi nkl e Shanor LLP

218 Montezuma Avenue
Santa Fe, NM 87501

j ncl ean@i nkl el awfirm com

(505) 982- 4554

ON BEHALF OF FRANKLI N MOUNTAI N ENERGY:

YARI THZA PENA, ESQUI RE

Modral I Sperling

500 4th Street Northwest, #1000
Al buquer que, NM 87102

yari thza. pena@mwdral |l .com

(505) 848-1800

ENERGY COMPANY AND DEVON ENERGY

ON BEHALF OF STEWARD ENERGY, BTA O L PRODUCERS, LLC:
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APPEARANCES (Cont'd)

ALSO PRESENT:

Leonard Lowe, Technical Exam ner, Ol
Conservation Division (by videoconference)
Sheil a Apodaca, Law Clerk, G| Conservation

Di vi si on

Freya Tschantz, Law Clerk, O Conservation

Di vi si on

Dean McClure, Technical Exam ner, Ol
Conservation Division (by videoconference)

Chri s Reudel huber, Wtness (by videoconference)
Charl es Creekmore, W tness

Ray Brandhurst, W tness
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W TNESSES:
FARLEY DUVALL
By M. Lowe

TAYLOR WARREN
By M. Lowe

TAYLOR WARREN
By M. Lowe

SAMUEL COX
By M. Lowe

DON JOHNSON
By M. Lowe

REX D. BARKER
By M. Lowe

| SAAC OLI VAS
By M. Rankin
By M. MCure
By M. Rankin

I NDEX

DX

74

100

107

111

129

154

236

294

CX

238

RDX RCX

280
290
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I
W TNESSES:
CARLOS LOPEZ
By M. Rankin
By M. MCure

OVWEN HEHVEYER
By M. Rankin
By M. MCure

N D E X (Cont'd)

DX

295

301

CX

298

307

RDX RCX
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NO.

Case 23984:

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

NO.

Tab

Tab

Tab

Tab

Tab

Case 24048:

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

1
2
3
4
5

EXHI BI TS
DESCRI PTI ON

Compul sory Pool i ng

Checkl i st

Affidavit of Farley

Duval |, Land Prof essi onal
Affidavit of Elizabeth
Scul ly, Geol ogi st
Affidavit of Rohit

Si nha, Reservoir Engi neer
Decl arati on of

Deana M Bennett

DESCRI PTI ON

Order Number R-21986
Landman. s Affidavit
Affidavit of Mailing
Affidavit of Publication
Application and Proposed

Noti ce

| D/ EVD

71/ 73

71/ 73

71/ 73

72173

72/ 73

| D/ EVD

82/ 85

82/ 85

83/ 85

84/ 85
84/ 85
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NO.

Case 24049:

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

NO.

Case 24050:

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

NO.

Case 24051:

Exhi bi t
Exhi bi t
Exhi bi t

1

1
2

1
2
3

EXHI BI TS (Cont'd)
DESCRI PTI ON

Pool i ng Checkl i st
Landman. s Affidavit
Geol ogi st's Affidavit
Affidavit of Mailing
Affidavit of Publication
Application and Proposed

Noti ce

DESCRI PTI ON

Order No. R-21902
Landman.s Affidavit
Affidavit of Miling
Affidavit of Publication
Application and Proposed

Noti ce

DESCRI PTI ON

Pool i ng Checkl i st

Landman. s Affi davit

CGeol ogi st's Affidavit

| D/ EVD

87/ 90
87/ 90
89/ 90
89/ 90
89/ 90
89/ 90

| D/ EVD

91/ 92
91/ 92
91/ 92
91/ 92
92/ 92

| D/ EVD

92/ 94
93/ 94
93/ 94
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NO.

Case 24051:

Exhi bit 4
Exhi bit 5
Exhi bit 6

NO.

Case 24172:

Exhi bit A

Exhibit B

Exhibit C

NO.

Case 24173:

Exhibit A

Exhi bit B

Exhi bit C

EXHI BI TS (Cont'd)
DESCRI PTI ON
Affidavit of Mailing

Affidavit of Publication
Application and Proposed

Noti ce

DESCRI PTI ON

Sel f-Affirmed Statenent
Tayl or Warren

Sel f-Affirmed Statenment
Shane Seal s

Sel f-Affirmed Statenent

Dana S. Hardy

DESCRI PTI ON

Sel f-Affirmed Statenment
Tayl or Warren

Sel f-Affirmed Statenent
Shane Seal s

Sel f-Affirmed Statenent

Dana S. Hardy

of

of

of

of

of

of

| D/ EVD

93/ 94
93/ 94

93/ 94

| D/ EVD

97/ 99

98/ 99

98/ 99

| D/ EVD

97/ 106

98/ 106

98/ 106
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NO.

Case 24188:
Exhi bit Tab A
Exhibit Tab B

Exhi bit Tab C

Exhi bit Tab D

NO.

Case 24208:

Exhi bit A

Exhi bit B

NO.

Case 242009:

Exhi bit A

Exhi bit B

EXHI BI TS (Cont'd)
DESCRI PTI ON

Compul sory Pool i ng Checkli st
Af fidavit of Samuel Cox,

Land Professional

Af fidavit of Greg Buratowski,
CGeol ogi st

Decl arati on of Deana M

Bennet t

DESCRI PTI ON

Sel f-Affirnmed Statenent of
Mat t hew Langhof f
Sel f-Affirnmed Statenent of

Dana S. Hardy

DESCRI PTI ON

Sel f-Affirnmed Statenent of
Mat t hew Langhof f
Sel f-Affirnmed Statenent of

Dana S. Hardy

| D/ EVD

109/ 111

110/ 111

110/ 111

110/ 111

| D/ EVD

119/ 119

119/ 119

| D/ EVD

122/ 122

122/ 122
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NO.

Case 24210:
Exhi bit A
Exhibit B
NO.

Case 24212:
Exhi bit A
Exhibit B
NO.

Case 24211:

Exhi bit Tab A
Exhi bit Tab B

Exhi bit Tab C

Exhi bit Tab D

EXHI BI TS (Cont'd)
DESCRI PTI ON

Sel f-Affirnmed Statenent
Mat t hew Langhof f
Sel f-Affirmed Statenent

Dana S. Hardy

DESCRI PTI ON

Sel f-Affirnmed Statenent
Mat t hew Langhof f
Sel f-Affirmed Statenent

Dana S. Hardy

DESCRI PTI ON

Compul sory Pool i ng Checkli st

of

of

of

of

Affidavit of Don Johnson,

Land Prof essi onal
Affidavit of Ben Kessel,
Geol ogi st

Decl arati on of Deana M

Bennet t

| D/ EVD

122/ 122

122/ 122

| D/ EVD

123/ 123

123/ 123

| D/ EVD

125/ 128

125/ 128

125/ 128

126/ 128
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NO.

Case 24213:

Exhi bi t
Exhi bi t

Exhi bi t

Exhi bi t

NO.

Tab A
Tab B

Tab C

Tab D

Case 24214:

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

A

B

C

D

E

F

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

Compul sory Pooling Checklist 134/134
Af fidavit of Don Johnson,

Land Professional 134/ 134
Affidavit of Ben Kessel,

Geol ogi st 134/ 134
Decl arati on of Deana M

Bennet t 134/ 134

DESCRI PTI ON | D/ EVD

Conpul sory Pool i ng

Application Checkli st 135/ 137
Application of Chase O

Cor poration for Conpul sory

Pool i ng 135/ 137
Self-Affirmed Statenment of

Derik Smth, Landman 136/ 137
Self-Affirmed Statenment of

Charl es Sadl er, Geol ogi st 136/ 137
Self-Affirmed Statenment of

Noti ce 137/ 137
Affidavit of Publication N/ A
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NO.

Case 24215:

Exhi bit A

Exhibit B

Exhibit C

Exhi bit D

Exhibit E

Exhi bit F

NO.

Case 24216:

Exhi bit A

Exhibit B

Exhibit C

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

Compul sory Pool i ng

Application Checkli st 141/ 143
Application for Comul sory

Pool i ng 141/ 143
Sel f-Affirmed Statenment of

Hanna Bol | enbach, Landman 141/ 143
Affidavit of Daniel Brugioni,

Geol ogi st 141/ 143
Self-Affirmed Statenment of

Noti ce 142/ 143
Af fidavit of Publication 142/ 143
DESCRI PTI ON | DI EVD

Compul sory Pooling

Application Checkli st 146/ 146
Application for Compul sory

Pool i ng 146/ 146
Sel f-Affirmed Statenment of

Hanna Bol | enbach Landman 146/ 146
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NO.

Case 24216:

Exhi bit D

Exhibit E

Exhi bit F

NO.

Case 24217:

Exhibit A

Exhi bit B

Exhi bit C

Exhi bit D

Exhibit E

Exhi bit F

EXHI BI TS (Cont'd)
DESCRI PTI ON

Affidavit of Daniel Brugioni,
CGeol ogi st

Sel f-Affirmed Statenment of

Noti ce
Affidavit of
DESCRI PTI ON

Publ i cati on

Compul sory Pool i ng

Application Checkli st

Application for

Pool i ng

Conmpul sory

Sel f-Affirmed Statenment of

Hanna Bol | enbach Landman

Af fi davit
Geol ogi st

of Dani el

Sel f-Affirmed Statenment of

Noti ce

Af fidavit

of

Publ i cati on

Br ugi oni ,

| D/ EVD

146/ 146

146/ 146
146/ 146

| D/ EVD

147/ 147

147/ 147

147/ 147

147/ 147

147/ 147
147/ 147
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NO.

Case 24218:

Exhi bit A

Exhibit B

Exhibit C

Exhi bit D

Exhibit E

Exhi bit F

NO.

Case 24219:

Exhi bit A

Exhibit B

Exhibit C

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

Compul sory Pool i ng

Application Checkli st 148/ 148
Application for Comul sory

Pool i ng 148/ 148
Sel f-Affirmed Statenment of

Hanna Bol | enbach Landman 148/ 148
Affidavit of Daniel Brugioni,

Geol ogi st 148/ 148
Self-Affirmed Statenment of

Noti ce 148/ 148
Af fidavit of Publication 148/ 148
DESCRI PTI ON | D/ EVD

Sel f-Affirmed Statenment of
Rex D. BarKker 150/ 152
Self-Affirnmed Statenment of
Darin A. Dol ezal 151/ 152
Sel f-Affirmed Statenment of
Dana S. Hardy 151/ 152
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NO.

Case 24220:

Exhi bit A

Exhibit B

Exhibit C

NO.

Case 24224:

Exhi bit A

Exhi bit B

Exhi bit C

Exhibit D

Exhi bit E

Exhi bit F

EXHI BI TS (Cont'd)

DESCRI PTI ON

Self-Affirmed Statenment of
Rex D. Barker
Self-Affirmed Statenment of
Darin A. Dol ezal

Sel f-Affirmed Statenment of

Dana S. Hardy

DESCRI PTI ON

Conpul sory Pool i ng
Application Checkli st
Application of COG Operating
LLC for Conpul sory Pooling
Sel f-Affirmed Statenment of

M chael Monju, Landman
Self-Affirmed Statenment of
Ben Breyman, GCeol ogi st
Self-Affirmed Notice
St at ement

Noti ce of Publication

| D/ EVD

150/ 156

151/ 156

151/ 156

| D/ EVD

158/ 160

158/ 160

158/ 160

158/ 160

160/ 160
160/ 160

Page 19

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

WWWw.veritext.com



© 00 N oo o b~ W N P

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

NO.

Case 24225:

Exhi bit A

Exhibit B

Exhibit C

Exhi bit D

Exhibit E

Exhi bit F

NO.

Case 24226:

Exhi bit A

Exhi bit B

Exhi bit C

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

Compul sory Pool i ng

Application Checkli st 166/ 167
Application of COG Operating

LLC for Conpul sory Pooling 166/ 167
Sel f-Affirmed Statenment of

M chael Monju, Landman 166/ 167
Sel f-Affirmed Statenment of

Ben Breyman, Geol ogi st 166/ 167
Self-Affirmed Notice

St at enent 167/ 167
Noti ce of Publication 167/ 167
DESCRI PTI ON | D/ EVD

Compul sory Pool i ng

Application Checkli st 168/ 168
Application of COG Operating

LLC for Conpul sory Pooling 168/ 168
Sel f-Affirmed Statenment of

M chael Monju, Landman 168/ 168
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NO.

Case 24226:

Exhi bit D

Exhibit E

Exhi bit F

NO.

Case 24227:

Exhi bit A
Exhi bit B
Exhibit C
Exhi bit D
Exhi bit E
Exhibit F

NO.

Case 24228:
Exhi bit Tab A

Exhi bit Tab B

EXHI BI TS (Cont'd)
DESCRI PTI ON

Self-Affirmed Statenment of
Ben Breyman, Geol ogi st
Self-Affirmed Notice

St at ement

Noti ce of Publication

DESCRI PTI ON

Pool i ng Checkl i st

Landman.s Affidavit
Affidavit of Mailing
Certified Notice Spreadsheet
Affidavit of Publication
Application and Proposed

Noti ce

DESCRI PTI ON

Af fidavit of Sophia Guerra,
Land Prof essional
Decl arati on of Deana M

Bennet t

| D/ EVD

168/ 168

168/ 168
168/ 168

| D/ EVD

170/ 172

169/ 172

170/ 172

170/ 172

171/ 172

171/ 172

| D/ EVD

173/ 175
174/ 175
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NO
Case 24229:
Exhi bit Tab A

Exhibit Tab B

NO.

Case 24230:

Exhi bit A

Exhi bit B
Exhibit C

Exhibit D

Exhi bit E

NO.

Case 24250:

Exhi bit Tab 1
Exhi bit Tab 2

EXHI BI TS (Cont'd)
DESCRI PTI ON

Affidavit of Sophia Guerra,
Land Prof essi onal

Decl arati on of Deana M
Bennet t

DESCRI PTI ON

Application of Ameredev

Operating, LLC for Extension

NMOCD Order No. R-22864
Self-Affirnmed Statenment of
Li zzy Laufer, Landman
Self-Affirmed Statenment of
Noti ce

Affidavit of Publication

DESCRI PTI ON

Ref erence for Case No. 24250

Exhibit A: Self-Affirnmed
St at ement of Andy Bennett,

Landman

| D/ EVD

175/ 175
175/ 175

| D/ EVD

177/ 179

177/ 179

177/ 179

177/ 179
177/ 179

| D/ EVD

N/ A/ 182

181/ 182
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NO.

Case 24250:

Exhi bi t

Exhi bi t

NO.

Tab 3

Tab 4

Case 24265:

Exhibit A

Exhi bi t
Exhi bi t

Exhi bi t

Exhi bi t

C

D

E

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

Exhi bit B: Self-Affirmed

St atenent of Joe Di xon,

CGeol ogi st 181/ 182
Exhibit C  Self-Affirmed

Statement of Notice, Darin C.

Savage 182/ 182

DESCRI PTI ON | D/ EVD

Application of Crockett

Operating, LLC for Conpul sory

Pool i ng 192/ 194
Copy of Order R-22613 192/ 194
Sel f-Affirmed Statenment of

Percy Engi neer, Landman 193/ 194
Self-Affirmed Statenment of

Noti ce 193/ 194
Af fidavit of Publication 194/ 194
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NO.

Case 24272:

Exhi bit A

Exhibit B

Exhibit C

NO.

Case 24261:

Exhibit A

Exhi bit B

Exhi bit C

Exhibit D

EXHI BI TS (Cont'd)
DESCRI PTI ON

Self-Affirmed Statenment of
Mar k Haj di k

Self-Affirmed Statenment of
Chri s Reudel huber

Sel f-Affirmed Statenment of

Dana S. Hardy

DESCRI PTI ON

Self-Affirmed Statenment of
Charl es Creeknore, Landman
Self-Affirmed Statenment of
Ray Brandhurst, Petrol eum
Engi neer

Sel f-Affirmed Statenment of
Noti ce

Af fidavit of Publication

| D/ EVD

196/ 204

196/ 204

197/ 204

| D/ EVD

210/ 217

211/ 217

214/ 217
215/ 217
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NO.

Case 24264:

Exhi bit A

Exhi bi t

Exhi bi t

Exhi bi t

NO.

Case 24273:

B

C

D

Exhi bit A

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

B

C

D

E

EXHI BI TS (Cont'd)
DESCRI PTI ON

Self-Affirmed Statenment of
Charl es Creeknore, Landman
Self-Affirmed Statenment of
Ray Brandhurst, Petrol eum
Engi neer

Sel f-Affirmed Statenment of
Noti ce

Affidavit of Publication

DESCRI PTI ON

Application

Self-Affirmed Statenment of
| saac O ivas, Facilities
Engi neer

Self-Affirmed Statenent of

Carl os Lopez, Ph.D., Geol ogy

Sel f-Affirmed Statenment of
Owen Hehmeyer, Ph.D.,
Reservoir Engi neer
Self-Affirmed Notice

St at enent

| D/ EVD

210/ 217

211/ 217

214/ 217
215/ 217

| D/ EVD

231/ 236

231/ 237

235/ 297

302/ 305

305/ 307
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NO.
Case 24273:
Exhi bit F

EXHI BI TS (Cont'd)
DESCRI PTI ON

Affidavit of Publication

| D/ EVD

305/ 307
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PROCEED

MR. HEARI NG EXAM NER: |t

on March 21st.

Conservation Division Hearings.

NGS

is 8:15 a. m

We are on the record in the Ol

|"mgoing to give a little notice to

the parties that fromnow on dur

conference |I'mgoing to ask sone questions that |

not asked in the past,

ng a status

have

and this is to nobve the cases

to a hearing or to get themresolved in sone other

matter.

" m going to be asking when the case

was filed, how many conti nuances
what's the live dispute,
expect to negotiate a settlenent,

I ssues to resolve at a hearing.

have been granted,

how | ong do the parties

and what are the

So | amcalling case nunber 23823 and
23824. Entrance of appearance, please.

MR. BRUCE: M. Exam ner, Jim Bruce
representing Texas Standard.

MS. HARDY: M. Exam ner --

MR. HEARI NG EXAM NER

ot her parties, M. Bruce?
MS. HARDY:
Hardy wi th Hi nkl e Shanor

Cor por ati on.

Yes, M.

Are there any

Exam ner. Dana

on behal f of Arnmstrong Energy
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MR. HEARI NG EXAM NER: Are the only two
parties?

MR. BRUCE: Those are the only parties,
yes, Sir.

MR. HEARI NG EXAM NER: And Ms. Hardy,
you filed a objection to hearing by affidavit?

MS. HARDY: | believe that we did.

MR. HEARI NG EXAM NER: Ckay. You
believe you did. All right.

MS. HARDY: Well, | think that we've
been -- the parties have been talking for quite a
while on these cases. So | don't recall if we

actually objected or if the matter had just been
conti nued.
MR. HEARI NG EXAM NER:  Thank you.

M. Bruce, was there an objection filed?

MR. BRUCE: | don't recall one,
M. Exam ner. The party -- this case was filed
sonetinme, | think, nmaybe Septenber -- these cases.

And the parties have been in discussions, and |
voluntarily continued the cases several tines, and |
believe Ms. Hardy continued and wants just to keep the
di scussi ons goi ng.

As of now, although the parties have

been in discussions for nonths, | believe they've kind
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of stalled. And so | think this case should be set
for a contested hearing. Maybe in the end, it won't
be contested. Ms. Hardy's client has not filed

count erapplications, but this was notified as a final
status conference. And so it just needs to be set for
a hearing at the division's convenience.

MR. HEARI NG EXAM NER: Ms. Hardy?

MS. HARDY: | agree with M. Bruce,

M. Examner. At this point | think it mkes sense to
set a contested hearing, although I"'mstill hopeful
the parties mght be able to reach a resolution. |
think it would nmake sense to set this case for a
hearing on the second June docket, if that's a
possibility. That would give the parties a little bit
nore time but would also allow us -- would give us,
you know, an inpending deadli ne.

MR. HEARI NG EXAM NER: |' m | ooki ng at
your entry of appearance filed in Novenber on this
case. The case was originally filed in Septenber --
early Septenmber -- by M. Bruce. There have been,
|l et's see, we have had continuances in Septenber,

Oct ober, Novenber, Decenber, and then again in
February.
| don't see an objection. |'mlooking

for an objection. | don't see one.
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MR. BRUCE: | don't -- | don't think
there was one, M. Exam ner, because the parties were
trying to work things out.

MR. HEARI NG EXAM NER: Right. | do see
that. | see, actually, M. Bruce, that you filed an
unopposed notion for continuance in Novenber saying
that the notion is nmade at the request of two working
I nterest owners who desire further negotiations with
t he applicant.

MR. BRUCE: Yes, sir.

MR. HEARI NG EXAM NER:  Okay.

M5. HARDY: All right. W didn't file
an objection because we didn't feel we needed to --

MR. HEARI NG EXAM NER:  Ckay.

MS. HARDY: -- because we were in
comruni cati ons.

MR. HEARI NG EXAM NER: Ckay. Okay. So
we'll set this for a contested hearing, but |I'm going
to advise the parties that once | set this for a
contested hearing because this case is -- and the
number of continuances that we've had on this, we're
not going to continue this contested hearing unless
the parties settle.

MR. BRUCE: Thank you, M. Exam ner.

MS5. HARDY: Under st ood.
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MR. BRUCE: What is the date of that?

MR. HEARI NG EXAM NER: | haven't set
one yet, M. Bruce. M. Hardy?

M5. HARDY: Oh, | was just saying that
we under st and.

MR. HEARI NG EXAM NER: Ckay. So | just
want to make sure that the parties understand because
| -- yeah, okay.

MR. BRUCE: Under st ood.

MR. HEARI NG EXAM NER: So Sheila or
Freya -- well, let's go back to the parties for a
monment. |s there a reason why this case shouldn't be
heard in May?

MR. BRUCE: | nean that's okay with ne,
but you know, |I'm okay with June, too.

MR. HEARI NG EXAM NER: My preference
woul d be May. Ms. Hardy?

M5. HARDY: M. Exam ner, we already
have several contested hearings set on the May 2nd
docket. So based on Arnstrong's availability, | think
we woul d prefer the second June docket, but | think
t he second May docket would al so be a possibility that
m ght wor k.

MR. HEARI NG EXAM NER: And so you know

t hat contested hearings frequently are vacated by the
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parties who wish to negotiate further. | nean that's
what happened today. W had contested hearings today.
We have contested hearings next week. April, they're
all -- been vacat ed.

So that doesn't deter me fromsetting a
contested hearing, plus we can set a special hearing
as well. But the second May docket is fine with ne.

Freya?

MS. TSCHANTZ: Yes --

MR. HEARI NG EXAM NER: Ckay, good. |

don't know that you were on the record when you said

t hat .
MS5. TSCHANTZ: [No audi bl e response. ]
MR. HEARI NG EXAM NER:  No.
MS. TSCHANTZ: [No audi bl e response. ]
MR. HEARI NG EXAM NER: COkay. Al

right. | heard Freya say that it's fine to add to the

second May docket. What is the date for the second
May docket ?

MS. HARDY: | believe it's May 16t h,
M . Exam ner.

MR. HEARI NG EXAM NER: Ckay, very good.
May 16th. \What are the issues, M. Bruce, that you
think we'll be dealing with at the hearing?

MR. BRUCE: | think Arnstrong Energy --
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Ms. Hardy's client -- and there's sone people along
with Arnmstrong supporting Arnstrong -- they've been
negotiating ternms on joinder, and neither party is
happy with the offers and counteroffers. And so |
suppose what we're getting into is have the parties

made a good faith effort to negoti ate?

| think -- | don't -- | haven't heard
anything -- any contest regarding the devel opnent
program of Texas Standard. Maybe that wll cone up

and | defer to Dana on that. But | think that's the
bi ggest issue | see.

MR. HEARI NG EXAM NER: Ms. Hardy?

M5. HARDY: | agree that that is the
primary issue. | think Texas Standard may -- | nean,
| apol ogize -- | think that Arnmstrong nay al so have

concerns regarding the devel opnent generally, but I
know t hey' ve been working to communicate with Texas
St andard - -

MR. HEARI NG EXAM NER:  Okay.

M5. HARDY: -- and try to resolve those
concerns. So | don't know where they are right now.

MR. HEARI NG EXAM NER: Ckay.

M5. HARDY: It seens to be geol ogi cal
and engi neering issues.

MR. HEARI NG EXAM NER:  Okay. Ms.
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Hardy, will you have w tnesses for that case?

MS. HARDY: Yes, we will.

MR. HEARI NG EXAM NER: Ckay. Ckay.

All right. So M. Bruce, I'"'mgoing to set this --
we're going to issue a prehearing order. So Freya,
will you keep track of -- thank you.

We're going to issue a prehearing order
In the order it is going to specify that we are not
going to vacate and reset for a status conference. So
the parties will either go to a contested hearing on
May 2nd, or they will resolve through negotiations and
dism ss the case before the May 16 hearing. Do the
parti es understand?

MR. BRUCE: Yes, sir.

MS. HARDY: Yes, M. Exam ner.

MR. HEARI NG EXAM NER: Ckay, good. |Is
there anything nore on those two cases before we nove
on?

MR. BRUCE: No, sir.

MR. HEARI NG EXAM NER: Ckay. Very
good. Thank you.

" mnow calling a group of consoli dated
cases, 24118, 24118, 24154, 24155 entries of
appear ance.

MS. BENNETT: Good nor ni ng,
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M. Exam ner. Deana Bennett on behalf of Avant
Oper ati ng.

MR. HEARI NG EXAM NER: Avant. Thank
you.

MR. BRUCE: M. Exam ner, Jim Bruce on
behal f of E. G L. Resources.

MR. HEARI NG EXAM NER: Thank you, sir.

M5. VANCE: Good norning, M. Hearing
Exam ner. Paula Vance with the Santa Fe office of
Hol | and & Hart on behal f of XTO.

MR. HEARI NG EXAM NER: XTO. Thank you.

MS. BENNETT: And M. Exam ner, Deana
Bennett again on behalf of Durango Production, also
noted on here as Sabre Operating.

MR. HEARI NG EXAM NER: Thank you. Is
there --

M5. HARDY: M. Exam ner, Dana Hardy on
behal f of COG Operating. Thank you.

MR. HEARI NG EXAM NER: COG, you said,
Ms. Hardy?

M5. HARDY: That's correct.

MR. HEARI NG EXAM NER: Thank you. Are
those all the parties, Ms. Bennett?

M5. BENNETT: As far as | know, yes.

MR. HEARI NG EXAM NER: All right.
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Sounds good. \Vhere are we on this case?

MS. BENNETT: So these cases, 24118 and
24119, were filed by Avant on Decenber 5th. And then
E.G L. through M. Bruce filed conpeting cases, the
24154 and 24155, on January 5th. And the parties were
wor king towards -- well, we were engaged in preparing
for our contested hearing today. And then the parties
engaged i n sone discussions, and those discussions
have so far been fruitful.

But there is always a chance that they
may not resolve all of the issues. And so what we
have requested is that the hearing today be vacated,
and we appreciate the divisions doing so. And | would
request that these cases be set for a contested
hearing in Muy.

MR. HEARI NG EXAM NER: Okay. Let's
go -- thank you, Ms. Bennett -- let's go now,

M. Bruce. Do you have anything to add to that?

MR. BRUCE: No. | really don't. All
know i s that executives from both parties have net
recently, and | think they anticipate doing nore of
that. But no, Ms. Bennett is correct.

MR. HEARI NG EXAM NER: M. Bruce, what
are the issues that we need to resolve at the hearing?

MR. BRUCE: | suppose the usual --
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geol ogy and engi neering, the devel opnent plans, which
often involve surface use. | think the applications
are pretty simlar in that nonstandard spacing units
are requested. There's a difference between the
parties and their initial wells being drilled.

But -- but these cases involve one --
two of the conpeting cases involve the Bone Spring.
Two i nvolve the Wolfcanp. So it's really a whole
devel opment of this certain section of |land. And so
we'll get into all the geol ogy and engi neering. |
don't think there's going to be a real |and dispute.

| think the title was -- there's a ton
of interest owners out there in this property,

M. Exam ner, and giving notice was a pain in the you
know what. But | think it's mainly geol ogy and
engi neering, and then | defer to Ms. Bennett.

MR. HEARI NG EXAM NER: At the hearing,
are you going to have w tnesses?

MR. BRUCE: Oh, yes.

MR. HEARI NG EXAM NER: | thought so.
Ckay. Ms. Vance?

M5. VANCE: | have nothing further to
add.

MR. HEARI NG EXAM NER: W I I you have

w tnesses at the hearing?
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M5. VANCE: No, we will not.

MR. HEARI NG EXAM NER: What is your
rol e?

M5. VANCE: Currently, we are just
observing, and maintaining our rights.

MR. HEARI NG EXAM NER: Yeah. Thank
you. Ms. Hardy?

M5. HARDY: |I'min the sane position as
Ms. Vance, Your Honor, where COG has an interest in
these lands and is nonitoring these cases and
preserving its appellate rights.

MR. HEARI NG EXAM NER: Ckay. But you
don't anticipate having w tnesses at the hearing?

MS. HARDY: Correct.

MR. HEARI NG EXAM NER: All right.

Ms. Bennett, |'Il set this for a special hearing in
May. Let's talk about a date. |'mnot going to put

it on the 2nd or the 16th. So let's talk about a date
in May that works. We'll start with you. What days
wor k for you?

M5. BENNETT: |'mjust going to quickly
| ook at nmy cal endar, and that requires ne getting ny
phone. That's why | apol ogize for using ny phone
during the hearing, but -- and of, | would like to,

then, confirmthe date with our respective clients.
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But | imagine just about any day in May will work for
me.

MR. HEARI NG EXAM NER: Ckay. Ckay.

M5. BENNETT: So do you prefer a
Thursday or a --

MR. HEARI NG EXAM NER: We have this
roomreserved on Thursdays.

MS. BENNETT: Okay.

MR. HEARI NG EXAM NER: Except when the
comm ssion neets, but | -- Sheila [sic], when is the
May nmeeting for the conmm ssion? Wuld it be the 9th?

M5. TSCHANTZ: It's May 9th.

MR. HEARI NG EXAM NER: All right. So
we can't have the 9th.

MS. BENNETT: Okay. So May 23rd is
wi de open for nme.

MR. HEARI NG EXAM NER: Ckay.

M. Bruce, does May 23rd work for you and your
W t nesses?

MR. BRUCE: Yes, sir.

MR. HEARI NG EXAM NER: Ckay, very good.
So Freya, would you pl ease issue a pre-hearing order
for a special hearing --

MS. TSCHANTZ: Yes, | wll.

MR. HEARI NG EXAM NER: -- May 23rd?
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MS. TSCHANTZ: [No audi bl e response. ]

MR. HEARI NG EXAM NER: Okay. | can't
hear you, Freya, so |I'm assum ng that you wll.

M5. TSCHANTZ: Yes. That's correct.

MR. HEARI NG EXAM NER: Ch, | can hear
you now. Thank you. And again, the parties are
advised that | will not continue or vacate a speci al
hearing in favor of a status conference. So you have
this time to prepare and to negotiate and you can
either dism ss the cases before May 23rd, or we go to
hearing on May 23rd.

Is there anything left on these cases
fromthe parties?

MS. BENNETT: Not from Avant. Thank
you, M. Hearing Exam ner.

MR. HEARI NG EXAM NER: Thank you.

MR. BRUCE: No, M. Exam ner.

MR. HEARI NG EXAM NER:  Ckay, thank you.
| believe that we are on case number 24150. It is
consolidated with '51, Marathon G| Perm an.

MS. BENNETT: Good nor ni ng,

M. Exam ner. Deana Bennett on behalf of Marathon Q|
Perm an, LLC.
MR. HEARI NG EXAM NER: Good nor ni ng.

Any ot her parties, Ms. Bennett?
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>

BENNETT: Yes. M. Bruce --

3

HEARI NG EXAM NER: M. Bruce.

>

BENNETT: -- represents Red River
in this case.

MR. HEARI NG EXAM NER: M. Bruce?

MR. BRUCE: Yes, M. Exam ner, |
represent Red River Energy which filed an objection to
hearing by affidavit. | amalso verbally entering
t oday an appearance for Viper, V-1-P-E-R Energy
Part ners.

And the parties have been in
di scussions -- and I'Il let Ms. Bennett step in -- but
| think this started originally when Red River hadn't
gotten well proposals early enough to really assess
the property or to, yeah, assess the property and the
prospects. And it was set for, | think, the first
hearing in March. M. Bennett graciously continued
the case to this hearing.

Today, | still object to presentation
by affidavit, but | don't think this case should be
ki cked far down the road. The only thing | ask is
both ny clients have told me they have nade offers or
counteroffers to Matador -- or excuse ne, Marathon,
but they haven't heard back fromthem And | just ask

Ms. Bennett to have Marathon respond to ny clients and
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maybe if they can't conme to agreenent, then we go to

heari ng.

| don't know how contested it would be
because ny clients are not filing counterapplications.
But nonetheless, | don't think this should be kicked

down the road unless Ms. Bennett wants it kicked down
the road two or three nonths. | think maybe sone tine
in April may be good for it.

MR. HEARI NG EXAM NER: Thi s case was
filed in early January. |Is that right, Ms. Bennett?

MS. BENNETT: [No audi bl e response.]

MR. HEARI NG EXAM NER: Ckay. And we've
had one conti nuance so far. So Ms. Bennett, how | ong
do you want ne to delay this case so that negotiations
can be expl ored?

MS. BENNETT: Thank you, M. Exani ner.
Yes, these cases were filed in early January. And
upon hearing from Red River, Marathon did voluntarily
continue these cases froma January docket to the
March 21st docket to allowtinme for the parties to
engage in discussions. And it's ny understandi ng that
t here have been discussions. | don't know that those
di scussions will result in an agreenent.

And so what | would propose is that we

set these cases for a contested hearing sooner rather
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than later, just because if there isn't an agreenent,
we need to keep the process noving forward.

| am not aware of Viper's
communi cations with Marathon because of the entry of
appearance just today. So | haven.t had a chance to
see where those stand. So with that being said, |
woul d suggest either -- it's not going to be a long
cont est ed heari ng.

W wll have -- | will have three
W tnesses. M. Bruce may have witnesses. |'m not
sure. But as M. Bruce said, the only issue really
w || be about good faith negotiations. And so | would
suggest that -- or in nmy opinion this could probably
go on a regular docket date. So perhaps April 4th or
April 18th.

MR. HEARI NG EXAM NER: So | want to ask
you a question before | go to M. Bruce. The issue at
hearing will be good faith negotiations. How is that
an i ssue for a hearing?

MS. BENNETT: Good question. | think
what -- | nmean Marathon's position will be that they
have engaged in good faith negotiations which is a
prerequisite to pooling -- to filing a compul sory
pooling application. And that is one of the factors

that the division considers in a contested case.
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There are seven factors, one of which is good faith
negoti ati ons.

So | think the evidence would be
limted to -- or the dispute would be limted to what
efforts Marathon nmade to reach agreenent with Viper
and Red River, and whether those discussions -- | nean
the fact that the discussions are not fruitful is not
evi dence of bad faith, of course, because that's what
t he conmpul sory pooling statute and why we all cone to
t hese conpul sory pooling cases.

But it woul d be whet her Marathon
negotiated with Viper and Red River in good faith and
whet her they, in turn, negotiated with Marathon in
good faith. As M. Bruce said, there's no contest
over operatorship here. So those other factors that
usually go to operatorship would not be at issue.

MR. HEARI NG EXAM NER: That's hel pful .
Thank you. How much -- so by asking for -- you said
an April hearing?

MS. BENNETT: Yes, nmm hmm

MR. HEARI NG EXAM NER: Ckay. So it's
March 21st now. You feel that gives you enough tine
to concl ude negotiations?

MS. BENNETT: Well, originally, | was

going to stand firmon April 4th until | |earned of
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Viper's entry of appearance today. And | sinply don't
have enough information to evaluate Marathon's

di scussions with Viper at this point. So I think that
havi ng been said, | guess April 18th would probably be
the better date, just given the fact that | don't know
what ' s happened so far with Viper.

MR. HEARI NG EXAM NER: So t he
April 18 -- 1'll ask you, M. Bruce, in just a
moment -- April 18 has, it |ooks |ike, sonme contested
hearings al ready on that docket. So |I would want to
set a special hearing in April, mybe toward the end
of April to hear this case, because that's how Apri
18 stands now.

So is another date after the April 18th
work for you, Ms. Bennett?

MS. BENNETT: Yes. Just checking ny
cal endar again.

MR. HEARI NG EXAM NER: And M. Bruce,
how do you feel about a contested hearing after the
April 18 docket?

MR. BRUCE: That would be fine,

M. Examner. | may have a couple of |andnen
testifying. But | do agree with Ms. Bennett that it
won't be an exceptionally | ong contested hearing if,

i ndeed, it is contested.
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MR. HEARI NG EXAM NER: Ckay. And that
will give you enough tinme to conpl ete negotiations?

MR. BRUCE: Yes. And | will press ny
clients on nore information, which | will share with
Ms. Bennett.

MR. HEARI NG EXAM NER: Ckay. Ckay. So
are we | ooking at the 25th of April then?

MS. BENNETT: Unfortunately,
M. Examner, | amflying out to see WIllie Nelson
t hat day.

MR. HEARI NG EXAM NER:  What about
earlier in that week --

MS. BENNETT: Yes.
HEARI NG EXAM NER: -- on the 23rd?
BENNETT: That works for ne.

2P D

HEARI NG EXAM NER: That does work
for you?

MS. BENNETT: Mm hmm

MR. HEARI NG EXAM NER: M. Bruce, does
the 23rd of April work for you?

MR. BRUCE: That is perfectly fine.

MR. HEARI NG EXAM NER:  April 23rd. So
Freya, would you issue a prehearing order for a
special hearing April 23rd?

MR. TSCHANTZ: M. Hearing Exam ner
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the roomis --

MR. HEARI NG EXAM NER:  Sorry?

MR. TSCHANTZ: -- already reserved for

anot her heari ng.

have an echo,

MR. HEARI NG EXAM NER: Wi t.

so | couldn't hear you.

We j ust

MR. TSCHANTZ: Can you hear ne now?

MR. HEARI NG EXAM NER:  Per f ect

yes, but there's still an echo.

MR. TSCHANTZ: The roomis alr

reserved on April 22nd -- 23rd. | apol ogi ze.

. Vel o,

eady

MR. HEARI NG EXAM NER:  Well, we could

have it virtually then, couldn't we?

MR. TSCHANTZ: Yes.

MR. HEARI NG EXAM NER: | think you're
noddi ng, but | can't tell.

MR. TSCHANTZ: Yes.

MR. HEARI NG EXAM NER: Okay. All
right. So then you're not seeing anything is wrong

wth April 23r

dif we have a virtual hearing?

MR. TSCHANTZ:  No.
MR. HEARI NG EXAM NER:  You're

that this roomis engaged April 23rd?

MR. TSCHANTZ: That's correct.
MR. HEARI NG EXAM NER:  Ckay.

sayi ng

Very
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good.

So woul d you issue a prehearing order for a

special hearing April 23rd for a virtual hearing?
MS. BENNETT: M. Exam ner, | don't
mean to --
MR. HEARI NG EXAM NER:  Yes?

MS. BENNETT: ~-- throw a

that excellent idea. | would say,

prior hearing notices that we sent out -

that we sent out -- all indicated that t

be heard in either virtual
granted that was for January 4th.
conme and gone. But

require us to republish.

t hough,

and i n-person format.

roadbl ock in

t hat our

- the letters
his case would

And

So that day has

the division's rules do not

MR. HEARI NG EXAM NER:  Ckay.
MS. BENNETT: And so what | am hopef ul
is that the division's docket notice for the

April 23rd hearing would resolve or
I ssues with the fact that our
"virtual and in-person.”
MR. HEARI NG EXAM NER
MS. BENNETT:
the OCD s docket would say clearly that
hearing. So |I think -- |

with you. | think the docket notice wl

notice issues, but did just want to dayl

notice letter

Because your

wanted to raise that

cure any potenti al

sai d

Ckay.

docket --
it's a virtual
I ssue

| cure any

i ght that
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I ssue for any discussion.

MR. HEARI NG EXAM NER:  Freya, is this
room occupi ed on the 24th of April?

MR. TSCHANTZ: It's that entire week.

MR. HEARI NG EXAM NER: Ckay. Very
good. What do you recommend we put in the notice for
t he special hearing that would cure the issue?

MS. BENNETT: M. Exam ner, the OCD s
dockets from before we went back to hybrid did state
that the neetings would be virtual. And so just
maki ng sure that the docket notice clearly said
virtual and did not include the hybrid |anguage, |
think would be a way to cure it.

MR. HEARI NG EXAM NER: Ckay. So Freya,
we can nodify our |anguage to make it very clear that
it's virtual only on that special hearing.

MR. TSCHANTZ: Okay. WII do.

MR. HEARI NG EXAM NER: Ckay. Very
good. Is there anything else left on these two cases?

MS. BENNETT: No, thank you.

MR. HEARI NG EXAM NER: M. Bruce?

MR. BRUCE: No, sir. No.

MR. HEARI NG EXAM NER:  Ckay. Let's
nove to Marathon O | Perm an, case nunber 24231 and

24232.
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MS. BENNETT: Good nor ni ng,
M. Exam ner. Deana Bennett on behalf of Mrathon Ol
Perman. And | think these two cases should not be
consol idated. They were consolidated through an entry
of appearance by MRC. So | would ask that they be
unconsol i dated, at |east for purposes of discussion.

MR. HEARI NG EXAM NER: Okay. Then | et
me change how I'mcalling this case then. |'mjust
going to call case 24231. W have an entry of
appearance from Ms. Bennett. Are there any other
entries of appearance for that single case?

MR. RANKI N: Good nor ni ng,
M. Examner. My it please the division, Adam Rankin
appearing on behalf of Matador Production Conpany wth
the Santa Fe Office of Holland & Hart.

MR. HEARI NG EXAM NER: Are there any
other parties in this single case?

MS. BENNETT: Not that |I'm aware of.

MR. HEARI NG EXAM NER:  Ckay.
Ms. Bennett, it's your case?

MS. BENNETT: Yes, thank you.

MR. HEARI NG EXAM NER: How are we
proceedi ng?

MS. BENNETT: Marathon filed this case
on February 6th, and Matador filed a entry of
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appearance and objection to the cases going -- the
case going by affidavit.

And | spoke briefly with M. Rankin
this nmorning. And it's nmy understandi ng that WMatador
i ntends to submt conpeting applications, which would
not be right for hearing until My 2nd. And so we
reached a tentative agreenent this norning to set this
case for a status conference on May 2nd.

MR. HEARI NG EXAM NER: M. Rankin?

MR. RANKI N: Good nor ni ng,

M. Exam ner. Yes. Matador has submtted conpeting
wel | proposals for the acreage. Those proposals wll
be ripe for hearing when we file our applications this
com ng deadline for a May 2nd docket. Preference
woul d be to set these cases for a May 2nd status
conference to allow the parties tinme between now and
then to confer and perhaps reach sonme sort of
agreenent.

If not, at the May 2nd hearing status
conference, we can perhaps set this for a contesting
heari ng date.

MR. HEARI NG EXAM NER: Ckay. That's
fine with ne. So we will set this case after you file
your continuance. You said, M. Rankin, that you

already filed a conpeting application, and it wll be

Page 51

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



© 00 N oo o b~ wWw N

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

on the April docket or May docket?

MR. RANKIN. May docket.

MR. HEARI NG EXAM NER:  Ckay.

MR. RANKI N: So yeah, the deadline is
com ng up. We haven't yet filed --

MR. HEARI NG EXAM NER: Oh, you haven't?

MR. RANKIN:. -- an application, but
they will be filed, and they will be filed for the
May 2nd docket.

MR. HEARI NG EXAM NER: Let ne take sone
notes here. And that would be Matador; correct? So
we can then consolidate your new case with this case
for a status conference May 2nd, and then we can
di scuss how nmuch tinme you want for negotiation before
we go to contested hearing; is that fair?

MR. RANKIN: That's fair. That's fair.

MR. HEARI NG EXAM NER: All right. Is
there anything further on this case?

MS. BENNETT: No, thank you,

M. Hearing Exam ner.

MR. HEARI NG EXAM NER: Thank you. So
now |l et nme call 24232.

MS. BENNETT: Good nor ni ng,

M. Exam ner. Deana Bennett on behalf of Marathon O

Perm an LLC.
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MR. HEARI NG EXAM NER: Good nor ni ng.

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 Fasken G| and
Mat ador Producti on Conpany.

MR. HEARI NG EXAM NER: Fasken O | and
Mat ador. Ms. Bennett?

M5. BENNETT: Thank you. Marathon --
well, | filed this application on behalf of Marathon
on February 6th.

MR. HEARI NG EXAM NER:  Ckay.

M5. BENNETT: And MRC entered an
appearance objecting to the case proceedi ng by
affidavit, as did Fasken. And I briefly coordi nated
with M. Rankin, and it's my understandi ng that MRC
will be filing a conpeting application in this case as
wel | .

And so we've agreed to a status
conference on May 2nd to allow the parties then to

work with the division to set a contested hearing

dat e.
MR. HEARI NG EXAM NER: M. Rankin?
MR. RANKIN: Thank you, M. Hearing
Exam ner. Yes, | concur. May 2nd is an appropriate
date, and we'll be filing a conpeting application on
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behal f of Matador. That application will be ripe for
May 2nd at which I think we would request a status

conference so that the parties will have sone tine to
confer. And at that status conference, we wll know
whet her we will need to proceed to a contested

hearing, or we may request sone additional tinme for
further --

MR. HEARI NG EXAM NER: So the posture
of this case is alnost identical to the case
previ ously?

MR. RANKIN: It is.

MR. HEARI NG EXAM NER: Ckay, yeah. And
why are they not -- why is '31 and ' 32 not
consol i dat ed?

MS. BENNETT: M. Hearing Exam ner,
they involve different acreage and different parties.

MR. HEARI NG EXAM NER:  Ckay.

MS. BENNETT: Although, MRC is in both.
Fasken is not.

MR. HEARI NG EXAM NER: | see. Ckay,
very good. Thank you. |Is there anything further,

M. Rankin, on this case?
MR. RANKIN: No. Thank you very nuch.
MR. HEARI NG EXAM NER: Okay, very good.

W will hear this case again on May 2nd along with
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your conpeting application at that tine.

MS. BENNETT: Thank you very nuch.

MR. HEARI NG EXAM NER: Okay. Thank
you. | amcalling 24254, Avant Operati ng.

M5. HARDY: M. Exam ner, Dana Hardy
wi th Hi nkl e Shanor on behalf of Avant.

MR. HEARI NG EXAM NER:  Good nor ni ng.

M5. HARDY: Good norning.

MR. RANKI N: Good norni ng,
M. Examner. My it please the division, Adam Rankin
with the Santa Fe office of Holland & Hart appearing
on behal f of Apache Corporation in this case.

MR. HEARI NG EXAM NER: Are there any
ot her parties?

MR. JONES: Yeah. Good norning,
M . Exam ner. Bl ake Jones with Steptoe & Johnson,
nonitoring the cases on behalf of Northern Ol and
Gas.

MR. HEARI NG EXAM NER: Thank you.
Okay. Ms. Hardy?

M5. HARDY: M. Exam ner, this case
conpetes with Apache's case nunber 2441.

MR. HEARI NG EXAM NER: |'"'msorry. Hold
on. | want to take notes. Conpetes with Apache case

nunber . VWhat was it?
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M5. HARDY: | have it witten down as
2441, but | think I'm m ssing a nunber there. Perhaps
M. Rankin can correct. There may be another 4. But
t he cases need to be set -- Apache's case is set for a
contesting hearing on May 2nd under a prehearing
order. And so this case needs to be consolidated with
Apache's case under the prehearing order for hearing
on May 2nd that will be contested.

MR. HEARI NG EXAM NER: Ckay. First |et
me get the case nunber from M. Rankin.

MR. RANKIN:. |'mbeing told | believe
it's case nunber 24141, and | will confirmthat in a
monment .

MR. HEARI NG EXAM NER: 241 --

MS. HARDY: That sounds correct. |
think I was mssing a 1.

MR. HEARI NG EXAM NER: Ckay. So 24141.
So Ms. Hardy, when was this case fil ed?

MS5. HARDY: This is, | believe, the
first docket setting for the Avant drilling case.

MR. HEARI NG EXAM NER: Ckay. So
t here's been no continuances for this case yet?

MS. HARDY: Correct.

MR. HEARI NG EXAM NER: Okay, very good.

And this case should be consolidated with M. Rankin's
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241417

MS. HARDY: That's correct.

MR. HEARI NG EXAM NER: And M. Rankin,
when was that case filed?

MR. RANKIN: | don't have it right in
front of nme, M. Examner. | believe it was back in
February perhaps.

MR. HEARI NG EXAM NER:  So it's not that
ol d?

MR. RANKIN: No. It's not that old or
t he Apache case does have a prehearing order entered,
setting it for May 2nd. So | think what we'll need to
do is amend that prehearing order to add this case
nunber to it.

MR. HEARI NG EXAM NER: So Ms. Hardy,
you're filing a conpeting application to the Apache
application. |Is that right?

M5. HARDY: That's right. This
application that we're on today conpetes with Apache's
appl i cati on.

MR. HEARI NG EXAM NER: Perfect. So we
need to anmend our prehearing order which sets 24141
for a May 2nd contested heari ng.

MS. HARDY: Correct.

MR. HEARI NG EXAM NER: All right. So
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we have to add this new case. M. Rankin, does the

May 2nd

- what I'mtrying to achieve here is that I
want to give the parties enough tinme to negotiate so
that we don't set hearings and then vacate heari ngs
and then go back to status conferences and then -- |
don't want to do that anynore.

So does the May 2nd contested hearing
gi ve you and Avant and Northern tinme to negotiate
before a contested hearing?

MR. RANKI N: M. Exam ner, at this
i nstant, not confortable giving you confidence on that
question. | need to confer better with the client.
think this case was just recently filed by Avant. |'m
not sure of the exact status of discussions between
the parties.

MR. HEARI NG EXAM NER: | see.

MR. RANKIN. So I wll endeavor to
inquire to find out if that is enough tinme. But at
this point, | think setting for a potential hearing
for that date is appropriate, and I will work to try
to ascertain whether the parties can resolve this
bef ore then, or whether that's going to be a date that
we can go forward with the hearing.

MR. HEARI NG EXAM NER:  Okay.
MR. RANKIN: Okay.
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MR. HEARI NG EXAM NER: Ms. Hardy, what
are the issues? If we go to hearing, what are the
| ssues that we're going to be hearing?

M5. HARDY: The applications conpete,
and | think they are simlar but a little bit
different. So I think the division would be I ooking
at the geology and engi neering issues and the seven
factors that it considers in evaluating conpeting
pool ing applications, basically to determ ne which
devel opnent plan better products correlative rights
and prevents waste.

MR. HEARI NG EXAM NER: So we're not
dealing with good faith negotiations then?

M5. HARDY: That's a conponent of what
the division considers in, | think, in any conpeting
pooling case, but | don't know that the parties intend
to raise issues regarding that.

MR. HEARI NG EXAM NER: Ckay. And
M. Jones?

MR. JONES: Yeah, Northern is just
nonitoring the cases at this tinme but has no objection
to the May date. Defer to the other parties.

MR. HEARI NG EXAM NER: But you woul dn't
have wi tnesses?

MR. JONES: No.
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MR. HEARI NG EXAM NER: Ckay.
Ms. Hardy, you'll obviously have w tnesses?

MS. HARDY: That's correct.

MR. HEARI NG EXAM NER: And M. Ranki n,
you will have w tnesses?

MR. RANKIN:. That is correct.

MR. HEARI NG EXAM NER: Okay. So this
contested hearing could take at |east a few hours then
to resolve on the May 2nd. And it's set for My 2nd.
The reason |'m asking these questions is if we're
going to issue an anended prehearing order, depending
on what's going on, on May 2nd, maybe we shoul d nove
this to a special hearing date.

So give ne a nonent. | have an enmi
here | need to look at. My 2nd isn't big, but there
are contested hearings -- four unconsoli dated
contested heari ngs.

Freya, are you saying that there are
four separate contested hearings on May 2nd?

MR. TSCHANTZ: We think two may be
consolidated. W just need to research it further.

MR. HEARI NG EXAM NER: So you' re saying
we have schedul ed three contested hearings at this
time?

MR. TSCHANTZ: There are four. Wé
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think two nay go together.

MR. HEARI NG EXAM NER: Okay. | don't
see how that's going to work. | think we should set a
speci al date and nove this off the May 2nd since we're
I ssuing a new prehearing order. Do you have a
suggestion, M. Rankin?

MR. RANKIN. M. Examner, | don't. |
have not conferred with the client about dates other
than what is the normal docket dates for the division.
So | would have to confer with the division -- rather
the client -- about potential special hearing dates or
ot her avail abl e dates.

In light of that, perhaps maybe after
this status conference, M. Exam ner, M. Hardy and |
can confer with our clients and then perhaps file a
notion to recomrend a date or another setting.

MR. HEARI NG EXAM NER: Ckay. Well, we
don't need to have a notion. We could just recess on

this case for a while and cone back to it at the end

of the docket and ask you. | think you're here till
t he end.
MR. RANKIN: | certainly am
MR. HEARI NG EXAM NER: | know you are.
And Ms. Hardy, | don't know when your |ast case is
today, but I'd rather not |eave this dangling for sonme
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filing. 1'd rather deal with this. So May 2nd is,
obvi ously, a Thursday. What about May 1st, since your
W tnesses are available on the 2nd, would they not be
avai l able on the 1st?

MR. RANKIN: | would need to confer
with them yeah

MR. HEARI NG EXAM NER: But it's a good
chance?

MR. RANKIN: I'mafraid | don't -- |'m
afraid to give any representations when | haven't
talked to them So | don't know.

MR. HEARI NG EXAM NER: But woul d you be
avai l able May 1st?

MR. RANKIN: My calendar is relatively
open May 1st. So | would be, at |east, avail abl e that
dat e.

MR. HEARI NG EXAM NER: And Ms. Hardy,
are you available May 1st if we decide to set this for
a special hearing in early May?

MS. HARDY: | am M. Exam ner.

MR. HEARI NG EXAM NER: Ckay. And
M. Jones?

MR. JONES: Yes. That day works for
Nor t her n.

MR. HEARI NG EXAM NER:  All right. So
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M. Rankin, would you confer with counsel and with
your party and conme back, |et nme know when you're

ready to hear this case? And we'll conme back on the

record on this case.

So we're going to recess for now, so

that we can possibly amend our prehearing order to

May 1st. O if that date doesn't work, then

date in May that works for the parties.

Okay. |Is there anything further on

this case before we recess?

MS. HARDY: Not from Avant.

MR. RANKIN: | don't have anything from
Apache.

MR. HEARI NG EXAM NER: No. Okay. Very
good. So we will -- let nme make a note here.

Al right. | amnow calling Perm an

Resources 24266 and '67, | ooks |ike '68, '69,

"71. Entries of appearance, please.

M5. HARDY: M. Exam ner, Dana Hardy
with Hi nkle Shanor on behalf of Perm an Resources.

MR. HEARI NG EXAM NER: Good nor ni ng.

M . Savage, are you entering an appearance?

MR. SAVAGE: Yes. Good nor ni ng,

M. Hearing Exam ner. Darin Savage with Abadi e and

Schill on behalf of Ci marex Energy Conpany.

anot her

70, and
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THE HEARI NG EXAM NER: Did you file an
obj ecti on?

MR. SAVAGE: No, | did not, but I
believe there's an objection in the record by anot her
party.

THE HEARI NG EXAM NER: By anot her
party?

MR. BRUCE: M. Exam ner, Jim Bruce
here on behal f of Kaiser-Francis Ol Conpany. And I
did file an objection for Kaiser-Francis. The sheet
shows that |I'm here on behal f of Mewbourne. Mewbourne
does own an interest in these cases, but it has not
entered an appearance at this tine.

THE HEARI NG EXAM NER: Ckay. So you
filed an objection. Okay. Are there any other
parties before we go back to Ms. Hardy? |'m not
hearing any. Ms. Hardy?

MS. HARDY: M. Exam ner, Perm an
Resources has these wells on its drill schedul e and
woul d Iike to have a hearing sooner rather than |ater.
We don't have a conpeting devel opnent plan situation
here. So | expect if there is a contested hearing
that it would involve good faith negotiations, but
M. Bruce may be able to add to that.

But the bottomline is that we would
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request a hearing be set in these cases sooner rather
than | ater.

THE HEARI NG EXAM NER:  And what does
t hat nean?

M5. HARDY: | think the first May
docket is what we were thinking.

THE HEARI NG EXAM NER:  And you' ve heard
t hat the May docket already has at |east three
contested -- well, two or three contested hearings if
we nove the other case off to May 1st or another date.
So that's not going to work, but we can find another
date for you in early May.

M5. HARDY: That would be fine.

THE HEARI NG EXAM NER: Okay, very good.
M. Savage?

MR. SAVAGE: Yes, M. Hearing Exam ner.

We're just nonitoring and reserving rights at this

time.

THE REPORTER: M. Savage is nuted.

MR. SAVAGE: That doesn't seemto be
on.

THE REPORTER: Onh.

MR. SAVAGE: So | pushed the button,
but | don't --

THE REPORTER: Do you see the green
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| i ght that conmes on?

THE HEARI NG EXAM NER:  Sheila, is there
a way to turn this m crophone on for M. Savage? O |
guess he's going to nove.

MR. SAVAGE: I'Il nove over here.

THE HEARI NG EXAM NER: It seenms he's
having trouble with that mc.

MR. SAVAGE: Yes, M. Hearing Exam ner,
we're just nonitoring and reserving rights at this
tinme.

THE HEARI NG EXAM NER: Is the mc
pi cking up? | don't think so. There we go. Try it
agai n.

MR. SAVAGE: M. Hearing Exam ner, yes.
Thank you. This is nmy first tinme here in the Pecos
Hal | .

THE HEARI NG EXAM NER:  All right.

MR. SAVAGE: | appreciate that.

THE HEARI NG EXAM NER:  That's fi ne.

MR. SAVAGE: We're just nonitoring and
reserving rights at this tine.

THE HEARI NG EXAM NER: Ckay. So
M. Bruce, M. Hardy would |ike to have a contested
hearing in early May. Does that give you tine to

concl ude negoti ati ons?
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MR. BRUCE: M. Examner, first of all,
Kai ser - Franci s does have a substantial interest --
working interest in these wells, and the parties are
nmeeting today in Mdland together wth Mewbourne and
per haps sone other parties to discuss the issues.

There is the potential -- and I won't
find out probably until tonorrow or nmaybe next week --
whet her there will be conpeting applications, because
| think this is pretty much a 50/50 split up in
I nterests.

And so | -- and the issues would be not
only land ownership, but Kaiser-Francis wasn't happy
with Perm an's devel opnent plan. So even if it's only
a couple weeks, | think we need anot her status
conference where we can get a better idea of where the
parties are after their nmeeting today and determne if
a May docket -- an early May docket setting is
appropri ate.

THE HEARI NG EXAM NER:  So Ms. Hardy,
you've heard that they may be filing conpeting
applications. M. Bruce doesn't know but feels as
t hough May mi ght be too soon to go to hearing. What
do you have to say?

MS. HARDY: M. Exami ner, | would

request that the cases be set for a contesting
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hearing, and then if the parties do end up needing to
file conpeting applications, that we could raise the

I ssue and request that the matter be reset or that the
ot her cases be consolidate with these applications.

MR. BRUCE:. | have no objection to
that, M. Examner. | just need to find out whether
there's going to be conpeting applications.

THE HEARI NG EXAM NER: | under st and.
Okay. Ms. Hardy, when were the series of cases filed?

M5. HARDY: This is, | believe, the
first docket setting for these cases.

THE HEARI NG EXAM NER: Ckay. Ckay.
Well, I don't think it's unreasonable to set themfor
a status conference to find out whether or not there
wi |l be conpeting applications and how t he
negoti ati ons are going. \Wen do you feel it would be
appropriate to set this for another status conference?

M5. HARDY: | would request that it be
set on the next docket -- the April 4th docket.

THE HEARI NG EXAM NER: Freya, how ful
Is the April 4th docket?

MR. TSCHANTZ: There's currently 87 --
87 cases.

THE HEARI NG EXAM NER:  How about the

second April docket?
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MR. TSCHANTZ: There's room

MS. HARDY: M. Examiner, | think this
woul d be a short status conference. At that point we
woul d know whet her conpeting applications will be
filed. So I don't think it would take very long if we
coul d possibly have it set on April 4th.

THE HEARI NG EXAM NER:  |'m going to set
them for April 18, but | understand your objection to
April 18. So we're going to set these for a status
conference after you file your appropriate
continuances for April 18, to see if Kaiser is filing
conpeting applications.

MR. TSCHANTZ: M. Hearing Exam ner, if
new applications are filed, they will not go on until
the May 2nd docket.

THE HEARI NG EXAM NER:  Ckay.

Understood. | think that that being said, | think
that I"'mtrying to accommpdate Ms. Hardy's -- | nean
at |least by that point we'll know if there are

conpeting applications, and we can take that into
consideration in a prehearing order setting these for
contested heari ngs.

s there any objection to that,
Ms. Hardy?

M5. HARDY: No. | think that makes
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sense, M. Exam ner.

THE HEARI NG EXAM NER:  Okay.
M. Bruce?

MR. BRUCE: That's fine with me, sir.

THE HEARI NG EXAM NER: M. Savage?

MR. SAVAGE: No objection. Thank you.

THE HEARI NG EXAM NER:  So t hank you,
Freya. W're going to set these once they file
continuances to the April 18th docket for a status
conf erence.

Okay. | amnow calling case 23984.
This is an affidavit hearing, Marathon Ol Perm an.

MS. BENNETT: Good nor ni ng,

M. Exam ner. Deana Bennett on behalf of Marathon Q|
Perm an, LLC

THE HEARI NG EXAM NER: Good nor ni ng.
M. Lowe, are you with us?

MR. LOWE: Good norning. Yes, | am

THE HEARI NG EXAM NER:  Excellent. Here
we go. Ms. Bennett?

MS. BENNETT: Thank you very nuch, and
good norning, M. Lowe. |In this case, Marathon is
requesting an order fromthe division to conmpul sory
pool certain uncommtted interests in a nonstandard

spacing unit. And so we're seeking approval of a
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nonst andard spacing unit as well.

So this case involves a request for a
960 acre spacing unit in the east half of Sections 6
and 7, Township 20 South, Range 33 East, and the east
hal f of Section 31, Township 19 South, Range 33 East.

Marat hon via nyself tinmely filed its
exhi bits on Tuesday. And with our exhibit packet, we
I ncl uded the usual suite of exhibits. Tab Ais the
Conpul sory Pool i ng Checkli st.

(Case 23984 Exhibit Tab A was nmarked

for identification.)

Tab B is the affidavit of Farley
Duval |, a | and professional wth Marathon who has
previously testified before the division, and his
credentials have been accepted as a matter of record.

(Case 23984 Exhibit Tab B was narked

for identification.)

Tab Cis the affidavit of Elizabeth
Scully, a geol ogist with Marathon, and she's al so
previously testified before the division, and her
credential s have been accepted as a matter of record.

(Case 23984 Exhibit Tab C was marked

for identification.)

The final w tness exhibit is from Rohit

Sinha. And M. Sinha is a reservoir engineer with
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Mar at hon, and he's previously testified before the
di vi si on.

(Case 23984 Exhibit Tab D was narked

for identification.)

And the reason we've included reservoir
engi neering exhibits in this particul ar case,

M. Exam ner, is because of the nonstandard unit
application portion.

And finally, Tab Dis ny notice
decl arati on, which includes proof that we mailed out
timely mailed notices of the hearing and that we al so
timely published.

(Case 23984 Exhibit Tab E was marked

for identification.)

And Exhibit D-- I'"'msorry, Exhibit E
in this case, also includes the certified pro form
that we conpile as we near the hearing to show which
| etters have been delivered -- the status of the
mai | i ngs.

So with that | would request that the
exhi bits behind Tab A, B, C, D, and E be admtted into
the record in this case, and |I'm happy to answer any
guestions the division my have.

THE HEARI NG EXAM NER: Are there any

objections to these exhibits? |'mnot hearing any.
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Exhi bits behind Tabs, A, B, C, D, and E are adm tted
i nto evi dence.
(Case 23984 Exhibits Tab A through Tab
E were received into evidence.)
M. Lowe, do you have any question for
Ms. Bennett's w tnesses?
MR. LONE: Yes. | have a few
gquesti ons.
THE HEARI NG EXAM NER: Okay. We'll get
the witnesses sworn in for you, M. Lowe. Wich
w tness do you have a question for?
MR. LOWE: More than likely, it wll be
dependent on | guess, the land -- the | andman.

THE HEARI NG EXAM NER: Do we have the

| andman?

MS. BENNETT: Yes, M. Hearing
Exam ner. Farley Duvall is the Iandman, and he is
avai |l abl e.

THE HEARI NG EXAM NER: Is that himwth
t he headphones on?

MS. BENNETT: Yes, it is.

MR. DUVALL: Yes.

THE HEARI NG EXAM NER: Ckay. We're
going to get himsworn in, M. Cogswell.

THE REPORTER: Pl ease raise your right
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hand.
VWHEREUPOQN,

FARLEY DUVALL
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: M. Lowe, please

proceed.
DI RECT EXAM NATI ON
MR, LOWE:
Q Okay. Good norning, M. Duvall -- your
name?

A Good nor ni ng.

Q | don't know if this will be mainly for
the -- | guess, well, actually one of the questions
for sure. | just want to reassure that there's a

total percentage uncommtted working interest for this
case is about 30 percent. |Is that correct?

A Yes. That is correct.

Q Okay. And of all the working interest
that -- of all the individuals that woul d not

participate in this case, you can verify that within

your evidence -- your exhibits here -- that al
parties were at their reach. |Is that correct?
A Yes. And if there were undeliverables, we'd
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have to |l ook at Ms. Bennett's master tracker. There
was a mnimum of three -- npbst cases four to five

al ternate addresses previously of record that -- that
we reached out to as well.

Q Ckay. And let's see here. And of all --
for this case there's four wells involved. And al
these wells are basically going to be on the east half
of three sections, and the entire spacing unit that
these wells are going to be dedicated to is going to
be actually 961.5 acres. |s that correct?

A Correct.

Q Ckay. | don't know if you can answer this,
sir, but according to the exhibits and what was
i ndi cated there, this case was noved forward a few
times, continued from Decenber 21, 2023. Were these
continuances up front? Do you know if they were
status conferences or were they set for hearing or --

A We were set for hearing the nost recent
nove, and it was sinply noved to today, just based on
the short notice needed for availability to be
avail abl e on video for the geol ogist, nyself, and the
reservoir engineer.

Q Okay. Okay. That's a clarification on ny
side. | got into depth in review ng your exhibits

submtted for this case. So | just kind of got noved
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around there on ny side. \Were is that question,
because | don't know why | wote, but -- okay.

You did all the | andman effort stuff? You
didn't do anything as far as pertaining to the map

that Exhibit 5 -- E5, page 91 of the exhibits. |Is

that right?
A Correct. Let ne get to -- oh, hang on. Let
me get to 91 just to be certain. Correct. That

woul d' ve nost |likely been the reservoir engineer on
this one.

Q Okay. And just to -- let's see here -- this
case is for conpul sory pooling and non-standard
proration unit. |Is that correct?

A Correct.

Q Okay. On the notice portion of your
exhibit, is there a distinction between the notice

effort or notice working interest for the conpul sory

pooling and the NSP portion of your case -- your
exhi bits?

A W may have to defer to Ms. Bennett on how
she -- she broke that notice list up, or if it was

separate mailings that were together.
THE W TNESS: Deana, do you know how
t hat was broken out?

MS. BENNETT: Yes. Yes, | do, and |I'm

Page 76

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



© 00 N oo o b~ wWw N

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

happy to answer that question, M. Lowe, if now or
when you're done asking M. Duvall questions --

what ever is your preference.

MR. LOVNE: Yes. |'mdone with
M. Duvall, | think, at this -- | guess, that's ny
| ast questions, | think.

MS. BENNETT: Thank you. So the map --
If you're referring to the map on page E5 --

MR. LOWE: Yes.

MS. BENNETT: | prepared that map. So
any deficiencies or color conbos are on nme for that
map. What that map was designed to show is the
offsetting tracts to whom notice was provi ded. And
then the next two pages show the offsetting tract
notice |ist.

So immedi ately after the map are two
pages, pages 92 and 93. And those two pages break
down by tract the offsetting notice parties. And
those are the parties to whom | sent notice for the

non-standard unit portion of this application.

MR. LONE: Okay. | will be grateful if
you could identify all, like, preferably the -- the
map itself and the list of affected -- yeah, affected

i ndividuals in reference to the non-standard proration

unit notice effort.
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MS. BENNETT: Thank you. | did try to
do that in ny notice declaration. It's paragraph --

l et me just get to ny notice declaration, and I'm
happy to do it nore clearly next tine by identifying
the exhibits with headers on the exhibits.

But on page 56 of the exhibit packet in
paragraph 5, | noted that Exhibit E5 is a map
I dentifying the Andretti East Half Unit outlined in
bl ue and offsetting tracts outlined in green, as well
as the list of the offsetting owners for notice
pur poses of the non-standard unit portion of this
application.

And | realize that the division likely
doesn't have tine to read time every paragraph of
every piece of material that we submit. So | totally
hear you, and will do a better job of identifying
notice parties for non-standard unit applications
goi ng forward.

MR. LOWE: Yeah. It would just be
easier to review the exhibits instead of going up 90
pages trying to kind of figure out what's what,
especially when you're reading this at eight o'clock
at night.

MS. BENNETT: Yes. | totally

understand that and will do better. Thank you for
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pointing that out.

MR. LOAE: But | did see in the
paragraph up front, but it was just kind of hard to

deci pher at the nonent, and | guess when you're trying

to review what's here.

| think that m ght be -- yeah,

concl udes ny questi oni ng.

MS. BENNETT: Thank you very nuch.

THE HEARI NG EXAM NER: Ckay.
can we take this case under advi senent ?

MR. LOWE: | believe so. I

di

anything that's questionable, what exhibits I

| think it can nove forward. Oh, one |ast question.

Do all these wells, are they having --

are they still pending the APl nunbers? Are they
approved?

M5. BENNETT: | believe they are still
pending. | don't know if M. Duvall knows the answer
to that. | believe they're still pending, but of

course, we can confirmthat after the fact

M. Duvall al so doesn't know.

M. Duvall, do you happen to know t he

answer to that?

THE W TNESS: Last di scussion was still

pending. | can -- | can definitely follow up today,

| f

t hat

M. Lowe,

dn't see

saw. So
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t hough.

MR. LONE: | don't need any foll ow up.
| just want to get an idea of where it was at right
now. And | would -- whenever, | guess, the API
nunbers are granted and approved, | would strongly
suggest when you submt anything to the OCD is that
sonehow i nformthe OCD that these wells have got an
approved APl nunber, so therefore that we can
associ ate the non-standard proration unit to the API
number s.

So when it comes down to the C-104
review tinme, you're not waiting on that little
question that m ght happen at that nonent, because at
this time we cannot |ink this approved carryi ng order
to the APIs here granted until the API nunbers are
approved and we have to, like, link those. So that's
just further this announcenent to you all.

But that concludes ny questions to you.

THE W TNESS: Understood. Thank you.
Yes. They are still pending. Thank you.

MR. LOWNE: Okay. Yeah.

THE HEARI NG EXAM NER: Ckay. Thank
you, Ms. Bennett. We'|l take this case under
advi senment. | wonder how you will submt APl nunbers

when you receive them
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MS. BENNETT: M. Exami ner, | could
submt a notice of filing supplenental information and
then email that to M. Lowe if he'd |ike at the sane
time that | file.

THE HEARI NG EXAM NER: Perfect.

MS. BENNETT: Thank you.

THE HEARI NG EXAM NER: | am now cal ling
24048 Mewbourne O |.

MR. BRUCE: M. Exam ner, Jim Bruce
representing Mewbourne G| Conpany and --

THE HEARI NG EXAM NER: Are you prepared
on the -- affidavit?

MR. BRUCE: Yes, sir, | am And |
t hi nk, al though there are slight differences, | think
it would shorten things if you would call the next
t hree cases al so.

THE HEARI NG EXAM NER:  Ckay. Let's
al so call 24049, 24050, and 24051.

MR. BRUCE: Thank you. M. Exam ner,
in two of these cases there are existing pooling
orders which | seek to anmend to pool one additional
I nterest.

In the other two cases, there is no
exi sting order, and | seek to pool the sane person in

t hose cases. |In all four cases, the only party being
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pooled is Boys Club of Anmerica, which owns a very
smal | unl eased mneral interest. And then in all four
cases, there are overl appi ng spacing units and notice
has been given to the appropriate persons.

And so with that, let me start with
24048 and run through that quickly. The first Exhibit
is the existing order R-21986, in that this case,
Mewbour ne force pooled the south half, south half of
Sections 11 and 12, 24 South, 28 East for one of its
Jour ney Bone Spring wells.

(Case 24048 Exhibit 1 was marked for

I dentification.)

Exhibit 2 is the | andman's affi davit,
whi ch contains the usual by Carson Cullen who has
previously testified before the division. And he is
the I andman in all of these cases.

(Case 24048 Exhibit 2 was marked for

I dentification.)

It contains the usual information, the
| and plats, the summary of conmmuni cations, and the
AFE. There have been communi cati ons anong the
parties.

VWhat | didn't list on the summary of
comruni cations is that | have also been in touch

personal ly, without the |andman getting involved, wth
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t he general counsel of Boys Club of Anerica who called
me, and we had a couple of discussions. She wanted to
know nore about forced pooling.

You know, they're located in Georgia,
so it's a different world out there. And I sent her a
meno on pooling that |I've devel oped over the decades.
And she had no further questions. So |I think there
have been good faith negotiations. Because there is
an existing order in a case in which geol ogy was
tendered, there is no geology in this set of exhibits.

There is the affidavit of mailing,

Exhi bit 3.

(Case 24048 Exhibit 3 was marked for

I dentification.)

BAis the notice letter to the working
i nterest owner of Boys Club of America. The letter
Itself lists four additional parties, but they have --
ot her than Boys Club of Anerica -- these additional
parties subsequently | eased their interest in
Mewbour ne and are not bei ng pool ed.

And Exhibit 3B is the notice of the
overl apping well unit to a couple of other -- the
other two working interest owners in the well units --
Chevron and OXY.

And then Boys Club of Anerica did
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receive actual certified notice of the hearing. As to
the outsets, | have not yet received the green card
back from OXY. But Exhibit 4 is an affidavit of
publication which I believe -- better check to make
sure -- was tinmely published. | believe it was.

(Case 24048 Exhibit 4 was marked for

i dentification.)

And then Exhibit 5 is the application
and proposed noti ce.

(Case 24048 Exhibit 5 was marked for

i dentification.)

And with that, | would nove the
adm ssion of Exhibits 1, 2 plus subparts, 3 plus
subparts, 4, and 5, and ask that the matter be taken
under advi senent.

THE HEARI NG EXAM NER:  Thank you,

M. Bruce. |Is your landman M. Cullen avail able for
guestions?

MR. BRUCE: No. | asked him but he
had sone out-of-town neeting somewhere. So he is not,
but I can probably answer any questions because |'ve
been dealing with these wells for about five years
Now.

THE HEARI NG EXAM NER:  Ckay. But

M. Bruce, you're not a witness in this case for the
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| andman exhi bits. These were produced by M. Cullen.

In the future, M. Bruce, if your witness can't be

present, at least virtually for an affidavit hearing,

we won't be able to hear the case. Is that clear?

MR. BRUCE: Okay.

THE HEARI NG EXAM NER:  Ckay.

MR. BRUCE: Yes, sir.

THE HEARI NG EXAM NER: Ckay. So first

of all, are there any objections to these exhibits?

Not hearing any, Exhibit 1 through 5 are admtted into

evi dence.

(Case 24048 Exhibits 1 through 5 were

recei ved evi dence.)

M. Bruce, are you sure about the
notice in Exhibit 4, that it was tinely?

MR. BRUCE: Well, let ne | ook. No.
It's not tinmely, M. Exam ner. | apol ogi ze.

THE HEARI NG EXAM NER: Ckay. So when

would it be tinely?

March 7t h.
had ot her

newspaper

MR. BRUCE: It shoul d have been --
And | don't know what happened because |
stuff submtted on the sane date to the

that was tinely published. So if | need to

conti nue these for two weeks and M. Lowe has sone

gquesti ons,

l['"ll make sure that the | andnan is
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avai l abl e for that hearing.

THE HEARI NG EXAM NER:  That sounds |i ke
the way we're going to handle this. So then all four
cases will be continued because the affidavit of
publication is not tinmely?

MR. BRUCE: Correct.

THE HEARI NG EXAM NER:  COkay. Very
good. Okay. Let ne take sone notes here before we
nove on. So the docket we will put these on will be
the very busy April 4 docket. Let's do this. Let's
do this. Let's admt the other -- let's admt the

exhibits in all four cases today, so that there's |less

to do.

MR. BRUCE: Okay.

THE HEARI NG EXAM NER: So that there's
|l ess to do in April, and then we'll conme back on the

record so that you can attest to the fact that the
notice is tinely and M. Lowe or whoever we have at
that time can ask M. Cullen any questions that they
may have.

MR. BRUCE: Thank you.

THE HEARI NG EXAM NER: So give ne a
m nute to nake a note, and then |I'm going to ask
you -- then we'll go over the exhibits in 24049.

MR. BRUCE: Sure.
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THE HEARI NG EXAM NER: And you'll have
to file continuances to get themto the April 4
docket .

MR. BRUCE: Understood. 1'll do that
this afternoon.

THE HEARI NG EXAM NER: s Exhibit 4 in
each of the cases, is it the notice that needs to be
cured?

MR. BRUCE: Yes, sir.

THE HEARI NG EXAM NER: Ckay. So let's
do 24049. \What exhibits do you have for ne?

MR. BRUCE: M. Examner, in this case,
Mewbour ne seeks to force pool the south half, south
hal f of Section 11, 24 South, 28 East for a Bone
Spring well, the Journey Bone Spring Well. There is
not an existing order. Again, the only party being
pooled is Boys Club of Anmerica, which has received the
actual notice.

(Case 24049 Exhibit 1 was marked for

i dentification.)

And the | andman's exhibits, the plat,

t he summary of interest, the communications, the
proposal letter, and then AFE.

(Case 24049 Exhibit 2 was marked for

I dentification.)
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And | got to tell you this afflicts two

cases -- this case plus 24051. | am m ssing the AFE
in this exhibit package. | received themlate
yesterday. And so | wll file a revised exhibit --

conpl ete revised exhi bit package in those cases, just
so the AFE is in there.

THE HEARI NG EXAM NER:  And that's
Exhi bit 2D?

MR. BRUCE: 2D, yes, sir.

THE HEARI NG EXAM NER:  So 2D is
currently not in your exhibit packets for this case
and for '51. So you're going to file an anended
exhibit. So that means you're going to file
everything again, but you' re going to have --

MR. BRUCE: Yes, sir.

THE HEARI NG EXAM NER: -- but you're
going to have a 2D?

MR. BRUCE: Correct.

THE HEARI NG EXAM NER:  Ckay.

MR. BRUCE: And | will get those filed
maybe this afternoon, but certainly by tonorrow
nor ni ng.

THE HEARI NG EXAM NER:  Ckay.

MR. BRUCE: And then in this one since

there was no geol ogy, there's a geologist's affidavit
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fromTyler HIl, who has al so been qualified
previously by the division as a geol ogi st.

(Case 24049 Exhibit 3 was marked for

I dentification.)

It contains the usual structure nmap,
| sopach and cross section show ng that the zone is
continuous across the well unit. There's also a
production chart, Exhibit 3D, which shows ot her
section and first Bone Spring wells in this area and
gives all of the production data as well as the
hori zontal drilling program

The nodus exhibit -- Exhibit 4 is
i dentical to in the prior case, as is the affidavit of
publication, Exhibit 5.

(Case 24049 Exhibit 4 and Case 24049

Exhibit 5 were marked for

I dentification.)

And then Exhibit 6 is the application
and proposed noti ce.

(Case 24049 Exhibit 6 was marked for

I dentification.)

And so | would nove the adm ssion of
Exhibit 1, the pooling checklist; Exhibit 2, the
| andman' s affidavit plus subparts which will be

corrected by tonmorrow, Exhibit 3, the geologist's
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affidavit; Exhibit 4, the affidavit of mailing, plus
subparts; and Exhibit 5, the affidavit of publication;
and Exhibit 6, the application and proposed noti ce.

THE HEARI NG EXAM NER:  So M. Cullen
and M. Hill will both be available on April 4 for any
guestions?

MR. BRUCE: That is correct.

THE HEARI NG EXAM NER:  Ckay.

MR. BRUCE: M. Hill is only involved
in 24049 and 24051, but of course, he has know edge of
the geology and all the matters.

THE HEARI NG EXAM NER: Right. And both
of those cases are being continued because -- for
mul tiple reasons, but one of the reasons is he's not
present.

So okay. So I'mgoing to -- since
| don't hear any objections to those exhibits, I'm
going to admt your exhibits into evidence, know ng
that you are going to be filing an anmended exhi bit
packet to add Exhibit 2D. W' re going to cone back on
the record in this case and '51 that we just spoke
about .

(Case 24049 Exhibits 1 through 6 were

recei ved into evidence.)

Let's go onto '50.
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MR. BRUCE: Yes, M. Examner. This is
anot her case where there is an existing order --
pooling order R-21902, which pools the south half of
Section 11, south half of Section 12, 24 South, 28
East, for the Purple Sage Wl fcanp gas wel |l .

Again, only seeking to force pool the
Boys Club of Anmerica. And so this exhibit packet
pretty much identical to case 24048. Exhibit 1 is the
prior order.

(Case 24050 Exhibit 1 was marked for

i dentification.)

Exhibit 2 is the |landman's affidavit
with the usual exhibits.

(Case 24050 Exhibit 2 was marked for

i dentification.)

Exhibit 3 is the affidavit of mailing,
I dentical to the other cases.

(Case 24050 Exhibit 3 was marked for

i dentification.)

Exhibit 4 is the affidavit of
publ i cation, which again needs an extra day on it to
cure the defect of publication.

(Case 24050 Exhibit 4 was marked for

i dentification.)

And Exhibit 5 is the application and
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proposed noti ce.

Exhi bi

obj ections? Exhibits 1 through 5 are admtted into

evi dence.
(Case 24050 Exhibits 1 through 5 were
recei ved into evidence.)
W will continue this case to April 4
for all the reasons we previously stated.

case,

prior

pool the south half of 11, for 24 South, 28 East.

Agai n,

And so this exhibit package is quite identical to case

24049.

cont ai

Il

(Case 24050 Exhibit 5 was marked for
i dentification.)
And | would nove the adm ssion of
ts 1 through 5 plus subparts if any.
THE HEARI NG EXAM NER: Are there any

Let's finish with nunmber '51.
MR. BRUCE: Yes, M. Examner. |In this
this is for conpul sory pooling. There is no

order. In this case, Mewbourne seeks to force

only the Boys Club of Anerica is being pool ed.

(Case 24051 Exhibit 1 was marked for

I dentification.)

There's the | andman's affidavit,

ning the various exhibits.
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(Case 24051 Exhibit 2 was marked for

i dentification.)

In this one also | was m ssing the AFE.
So by tonorrow | will refile the entire exhibit
package including Exhibit 2D, the AFE for the well.

And our Exhibit 3 is the geologist's
affidavit, again by Tyler Hill, containing the usual
structure map, isopach show ng that there's a | ot of
production in this area show ng that zone of interest,
the Wol fcanp is continuous across this area. There's
al so Wol f canp production plat showing all the wells in
the area and then the horizontal drilling plan.

(Case 24051 Exhibit 3 was marked for

I dentification.)

Again, the mailing exhibit and the
affidavit of publication are identical to in the prior
cases.

(Case 24051 Exhibit 4 and Case 24051

Exhi bit 5 were marked for

i dentification.)

And then Exhibit 6 is the application
and proposed noti ce.

(Case 24051 Exhibit 6 was marked for

i dentification.)

So | would nove the adm ssi on of
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Exhibits 1 through 6 plus subparts, if any, and I w |
have the wi tnesses available on April 4th if there are
any questions. And | will file the revised exhibit
package in this case by tonorrow.

THE HEARI NG EXAM NER: Ckay. Thank
you, M. Bruce. Are there any objections to these
exhi bits? Exhibits 1 through 6 are admtted into
evi dence.

(Case 24051 Exhibits 1 through 6 are

admtted into evidence.)

M. Bruce, when you file an anmended
exhi bit packet, please include a cover letter, so that
whoever | ooks at it knows why you're filing an anended
exhi bit packet.

MR. BRUCE: OCkay. | will file that up
front in front of Exhibit 1, if that's okay.

THE HEARI NG EXAM NER: Perfect. That's
perfect. Okay, M. Bruce, anything else on these
cases before we continue thenf

MR. BRUCE: No, sir.

THE HEARI NG EXAM NER: Ckay. Then we
w |l nmove on. Thank you.

Let's go to 24172, Steward Energy.

M5. MCLEAN. Good norni ng,

M. Exam ner, Jackie MLean from Hi nkl e Shanor on
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behal f of Steward Energy.

THE HEARI NG EXAM NER:  And are you
presenting by affidavit?

MS. MCLEAN: Yes, we are.

THE HEARI NG EXAM NER: And are these
consolidated with -- is this consolidated with '73?

MS. MCLEAN: That's correct.

THE HEARI NG EXAM NER: Okay. Pl ease
proceed.

M5. MCLEAN: Thank you. |In case nunber
24172, Steward --

MR. BRUCE: M. -- M. Exam ner --

M5. MCLEAN: Oh, and | believe we do
have an entry of appearance. Sorry.

THE HEARI NG EXAM NER:  Yes, sir.

MR. BRUCE: M. Exam ner, Jim Bruce
representi ng Mewbourne G| Conpany. | do not object
to presenting the case by affidavit, and I wll have
no questions regarding the exhibits.

THE HEARI NG EXAM NER:  Ckay. Thank
you, sir. M. MLean.

M5. MCLEAN. Thank you. And thank you,
M. Bruce.

MR. RANKIN: Al so, M. Exam ner, Adam

Rankin with the office of Holland & Hart appearing on
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behal f of Fasken Gl in these cases.

THE HEARI NG EXAM NER:  And will you
have any objections to --

MR. RANKIN: No objections to the cases
proceeding at this tine.

THE HEARI NG EXAM NER: And have you

revi ewed the exhibits?

MR. RANKI N: | have not yet, but |
will --

THE HEARI NG EXAM NER:  Ckay.

MR. RANKIN:. -- while she goes through
t hem

THE HEARI NG EXAM NER: AlIl right. So
you may have objections. W don't know.  Okay.
Ms. MclLean.

M5. MCLEAN. Thank you. It's a mystery
to us all. In case nunber 24172, Steward seeks an
order pulling all uncommtted interest within the
San Andres formation underlying a 320-acre nore or
| ess standard overl appi ng hori zontal spacing unit,
conprised of the east half, west half of Sections 10
and 15, Township 13 South, Range 38 East in Lea
County. And Steward seeks to dedicate this unit to
the Blue Sky Fee 4H wel | .

Then in case nunber 24173, Steward
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seeks an order pulling all uncommtted interests again
within the San Andres formation underlying a 320-acre
nore or |ess standard overl apping horizontal spacing
unit, conprised of the west half, west half of
Sections 10 and 15, Township 30, 13 South, Range 38
East, in Lea County. And this unit will be dedicated
to the Blue Sky Fee 6H well.

And the Blue Sky Fee 4H and 6H units
wll partially overlap with the spacing unit for the
Huel | Fee Nunber 5H well and the Lawyer Up Fee
Nunber 5H well .

The exhi bit packets submtted to the
di vision for case nunbers 24172 and 24173 i ncl ude
Exhibit A the land testinony of Taylor Warren and
acconpanyi ng | and exhibit, which include a plat of
tract, a depiction of the overlapping spacing unit,
C-102s for the wells, pulled parties list, well,
proposal letter, AFEs and a summary of commruni cati ons.

(Case 24172 Exhibit A and Case 24173

Exhi bit A were marked for

I dentification.)

And then Exhibit B is the geol ogy
testi nony of Shane Seals, which include -- attached
exhibits include a | ocati on map, subsea structure map,

gun barrel diagram and a stratigraphic cross section.
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(Case 24172 Exhibit B and Case 24173

Exhi bit B were marked for

i dentification.)

And finally, Exhibit C, the noticed
testinmony, which includes a sanple notice |letter that
was sent to the parties to be pulled, a charting
setting out when the letters were sent, and when the
returns were received by our firm as well as copies
of the certified mailed green cards and white slips,
and an affidavit of publication.

(Case 24172 Exhibit C and Case 24173

Exhi bit C were marked for

I dentification.)

And | ask that Exhibits A B, and C be
admtted into the record in case nunbers 24172 and
24173. |'m happy to answer any questions you m ght
have.

THE HEARI NG EXAM NER: Thank you,

Ms. McLean. |Is M. Warren and M. Seal s avail able for
guestions?

M5. MCLEAN:. | believe that they are
on.

THE HEARI NG EXAM NER: Okay. Are there
any objections to Exhibits A B, C?

UNI DENTI FI ED SPEAKER: No obj ections --
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al though I may have a question for Ms. MLean. she
will be able to answer for ne. Thank you.

THE HEARI NG EXAM NER: By al |l neans.
Thank you. So Exhibits A, B, C, subparts to all of
those are admtted into evidence.

(Case 24172 Exhibits A Case 24172

Exhi bits B, and Case 24172 Exhibits C

were received into evidence.)

M. Lowe, are there any questions for
Ms. McLean's w tnesses?

MR. LONE: Yes. | have a few
questions. Well, it mght be for the |andman.

THE HEARI NG EXAM NER: Can you tell us
whi ch witness you're directing the question to?

MR. LOWNE: | believe it mght be the
| andman.

THE HEARI NG EXAM NER: M. Warren then?
Okay. M. VWarren, we need to get you sworn in.

MR. WARREN: This is Taylor Warren.

THE HEARI NG EXAM NER: Can you turn
your canera on?

THE REPORTER: Pl ease raise your right
hand.
/1
/1
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VWHEREUPOQN,
TAYLOR WARREN,
call ed as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothing but
the truth, was exam ned and testified as follows:
THE REPORTER: Pl ease proceed,
M. Lowe.
DI RECT EXAM NATI ON
BY MR LOWE:
Q Okay. Good norning, M. Warren.

A How are you doi ng?
Q I'mdoing fine. | have a few questions
pertaining -- I"'mnot too sure -- it's in reference to

the statenments in your exhibits, of your application,

number 7. It states, "The pooling interest will avoid
the drilling of unnecessary wells, prevent waste, and
protect correlative rights." Howis that going to be

done pertaining to this case for this well?

A Well, instead of drilling two 1-mle wells,
which are currently borderline uneconomc, it would be
| nproving the economcs in drilling one 2-mle well.

Q Ckay. Okay. And the space in this case
here 24172, this horizontal spacing unit is the east
hal f of the west half of two sections. That woul d be

Section 10 and 15; right?
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A That's correct.

Q And a total acreage of 320 acres?

A That is correct.

Q Ckay. In 8C of your application, there's --
well, it references this well. |Is the well nunber 4H

well the initial well?

A No. The -- the -- yes. In this case, the
initial well would be the Blue Sky Fee 4H.

Q Ckay. Okay.

A There -- there would be two separate
overl apping units. Both would be initial wells. One
woul d be the 4H, and then the other one would be the
Bl ue Sky -- the 6H.

Q Okay. So the 6H one that you verbalized
just now, is it going to be in the same horizont al
spacing unit?

A No. The -- they are different. So the --
the Bl ue Sky Fee 6H woul d be in the west half, west
hal f of Section 10 and the east -- yeah, and then the
west hal f, west half of Section 15. The 4H -- the
Blue Sky 4H is in the east half of the west half of
section 10 and the east half and west half of
section 15.

Q So the --

M5. MCLEAN. And M. Lowe, just to
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clarify, the 6H is for case nunmber 24173.
MR. LOAE: Yes, yes.
BY MR. LOVE:

Q But | was just referencing this particular
hori zontal spacing unit, and that's going to be the
only well, the 4H, in this well for now, or you
mean -- |'m not saying you shouldn't have anynore.
just was curious to know if there's going to be
additional wells in this particular horizontal spacing
uni t.

A W -- at -- at this tinme we don't believe
SoO.

Q Ckay. Okay. \Vhere are you at in the
process of this 4H well being approved in the APD
| evel ?

A We have not submtted the C-102, | believe.

Q Ckay. Okay. And this area in this
particul ar spacing unit, the overl apping spacing unit,
where is that at? 1Is that the entire west half?

A No. It -- it's not. There's -- there are
two individual spacing units, the 4H being one spacing
unit -- overlapping spacing unit, and then the 6H
bei ng the other.

Q Okay. | saw on your application that you

referenced the Huell Fee well, nunmber 5H well.
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A Correct.

Q Are those -- that's what | was trying to
find out. Are those wells -- and that well, in
referenci ng your application, indicates that that
Huel | Fee well 5H well, is an entire west half of
Section 15.

MS5. MCLEAN: M. Lowe, | think I could
be of sonme assistance here. |If you | ook at Exhibit A3
that's in our exhibit packet, page 14 of the PDF, that
I ncl udes a depiction of where this Blue Sky Fee 4H
spacing unit is in relation to the Lawer Up and Huel
Fee spacing unit, that it's overl appi ng.

So if you see on that Exhibit A3, the
blue -- which is in section 10 -- is where the Lawyer
Up Fee spacing unit is, and that's in the west half of
section 10. And then the Huell fee is in the west
hal f of Section 15.

So it shows there exactly where those
over |l appi ng spacing units are in relation to the new
Bl ue Sky Fee 4H spacing unit.

BY MR LOWE:

Q Okay. And the Huell Fee and the Lawer --
wel |, yeah, the Huell Fee and the Lawer Up wells, are
they going to be in the sane pool and formation, right

as the current one for this case?
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A That is correct.
Q Okay. And who owns those wells?
A Steward Energy is the operator. W own the

majority of the work interest. |'mnot sure our --
our exact ownership, but it's -- it's the vast
maj ority.

MR. LOWE: Okay. Okay. Okay. Well,
t hat concl udes ny questioning then.

THE W TNESS: Okay.

MR. LOWE: Thank you.

THE HEARI NG EXAM NER:  Ckay. Thank
you, M. Lowe. M. Rankin?

MR. RANKIN: Thank you, M. Exam ner.

Ms. McLean, it | ooks |like you do not
have Fasken O | as a working interest on the exhibits
in either of the spacing units; is that correct?

MS. MCLEAN: That's correct.

MR. RANKIN. Thank you. No further
guesti ons.

THE HEARI NG EXAM NER:  Wel |,
M. Rankin, is Fasken Q| supposed to be?

MR. RANKIN: No. Just confirmng. W
had gotten notice and wanted to confirmthat we were
not actually an interest owner in the spacing unit.

And t hat has been acconplished today. Thank you.
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THE HEARI NG EXAM NER: Ckay. Okay.
M. Lowe, I'mgoing to take this case under
advi senment, unless | hear an objection from you.
Okay. Case 24172 is taken under advi senent.

Let's | ook at 24173. Thank you, sir.
Now, | think you presented that case as well. So |et
me just admt those exhibits into evidence.

M. Lowe, you didn't have any separate
gquestions for 24173; did you?

MR. LOWE: For these 24173? | think
that's the proper case, is it not, M. MLean?

M5. MCLEAN:. That's correct.

THE HEARI NG EXAM NER:  Yes, sir.
24173, did you ask the questions to the | andman for
both cases or just for one case?

MR. LOWE: Well, ny questions was for
the initial case, the previous case.

THE HEARI NG EXAM NER: Yes. Yes.

MR. LONE: It was for that. The
majority was for that case only. | have a few
questions -- here.

THE HEARI NG EXAM NER:  Ckay. Let ne
get these exhibits entered into evidence, and then you
can ask your questions.

MR. LOWE: Okay.
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THE HEARI NG EXAM NER: Are you going to
be asking the sanme person who is under oath still,
M. Warren?

MR. LOWNE: | believe so. It pertains
to notice.

THE HEARI NG EXAM NER: Perfect.
Ms. McLean, are you going to answer the questions as
to the notice?

M5. MCLEAN:. | probably will unless
there's sonet hi ng uni que.

THE HEARI NG EXAM NER:  All right. W
have Exhibits A, B, and C. M . Rankin, any objection?

MR. RANKIN: No objection.

THE HEARI NG EXAM NER: Ckay. Exhibits
A, B, C and their subparts are admtted into evidence.

(Case 24173 Exhibits A Case 24173

Exhi bits B, and Case 24173 Exhibits C

were received into evidence.)

M. Lowe, your questions, please.

MR. LOWE: Okay. M question pertains
to page 33 through 43 of their entire exhibit packet.

THE HEARI NG EXAM NER: M. Warren, do
you want to turn your canera back on?

Okay. M. Lowe?
/1
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DI RECT EXAM NATI ON
BY MR. LOVE:

Q Okay. M. VWarren, review ng those exhibits,
| saw that there were ten return-to-sender notices
I ndicating different -- ten individuals. Wre those
people notified?

A They were notified to the -- to the best
known address that we've been able to |ocate for them
We have -- in this area, we have several unlocatable
owners that appear through title that have been since
| ost to history that we've tried to |locate to the best
of our ability.

M5. MCLEAN. And then we al so publish
notice in the Hobbs News-Sun on February 13th and
i ncluded all of the parties that are in that
spreadsheet in Exhibit C3 or C2, sorry. And so we
acconpl i shed notice through publication as well for
those parties that were return to sender.

MR. LONE: Okay. And that notice in
t he paper -- in the Hobbs newspaper, you indicated
that, you know, if they had any objections or concerns
t hey would've indicated in the notice that this
heari ng was going to happen today at this tine.

MS. MCLEAN: That's correct. And

that's all set out, and we included a copy of the
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publication notice as Exhibit C4. And it has all the
I nformati on about it being in-person and virtual
hearing. So they would have that infornmation.

THE HEARI NG EXAM NER: \What page nunber
is that in the PDF?

MS. MCLEAN: It's the |ast page, 181 of
t he PDF.

THE HEARI NG EXAM NER:  Thank you.

MR. LOWE: Okay. And in this
particul ar case, 24173, is referenced to the Blue Sky
Fee wel | nunber 6H; right?

MR. LOWE: Correct.

MR. LOWE: Okay. All right. | just
want to get clarity on that one then. Those are all
my questions. Thank you very much.

THE HEARI NG EXAM NER: Okay. M. Lowe,
can we take this case under advisenent?

MR. LOWE: | believe so.

THE HEARI NG EXAM NER:  Okay.

Ms. McLean, this case is taken under advi senent.

M5. MCLEAN: Thank you.

THE HEARI NG EXAM NER: Thank you.
Let's nove on to the next case. It is case
nunmber 24188, Marathon O .

MS. BENNETT: Good nor ni ng,
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M. Exam ner. Deana Bennett on behalf of Mrathon Ol
Perm an, LLC.

THE HEARI NG EXAM NER:  Thank you. Are
you prepared to nove forward with your affidavit
heari ng?

MS. BENNETT: Yes, | am

THE HEARI NG EXAM NER: Pl ease proceed.

M5. BENNETT: Thank you very nuch. In
case nunber 24118 [sic], Marathon seeks an order from
t he division for conpul sory pooling to pool
uncommitted interests in a standard 960-acre spacing
unit in Eddy County, New Mexico. And Marathon is also
seeking -- to the extent necessary -- approval of an
over | appi ng spacing unit.

On Tuesday, we tinely filed Exhibits in
case 24188, and our exhibits contain a table of
contents, and then Tab A is the conpul sory pooling
checkl i st.

(Case 24188 Exhibit A was marked for

i dentification.)

Tab B is the affidavit of Samuel Cox, a
| and professional wth Marathon who has previously
testified before the division, and his credentials
have been accepted as a matter of record.

Il
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(Case 24188 Exhibit B was marked for

i dentification.)

Tab Cis the affidavit of G eg
Buratowski. M. Buratowski is a geol ogist for
Mar at hon, and he's previously testified before the
division, and his credentials have been accepted as a
matter of record.

(Case 24188 Exhibit C was marked for

I dentification.)

And behind his affidavit are the usual
suite of exhibits, and he prepared two geol ogy studies
for this case because there are First Bone Spring and
Second Bone Spring wells.

And then finally, Tab C -- excuse ne --
Tab D is ny declaration show ng that notice of this
hearing was tinely mailed and tinmely published, and
I ncludes the mailing list, the certified mailing
tracking, and the affidavit of publication.

(Case 24188 Exhibit D was marked for

i dentification.)

So wwth that, | would ask that the
exhibits in case 24188 be admtted into the record.

THE HEARI NG EXAM NER: Are there any
obj ections? Tabs A, B, C, D, and the exhibits behind

each one are admtted into evi dence.
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(Case 24188 Exhibits Tab A through Tab
D were received into evidence.)
M. Lowe, do you have any questions for
Ms. Bennett's w tnesses?
MR. LOWE: Yes, | do.
THE HEARI NG EXAM NER: Ckay. Wi ch
W tness are you going to question?
MR. LONE: | believe it will be the
| andman.
THE HEARI NG EXAM NER: M. Cox? Okay.

M. Cox, we need to get you sworn in.

MR. COX: |I'mhere. Can you guys hear
me?

THE REPORTER: Yes. Please raise your
ri ght hand.
VHEREUPON,

SAMUEL COX,
called as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothi ng but
the truth, was exam ned and testified as foll ows:
THE REPORTER: M. Lowe?
DI RECT EXAM NATI ON

BY MR. LOWE:

Q Good norning, M. Sanmuel Cox. How are you?

A I'mdoing well, sir.
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Q Okay. |
pertains to the C102.

have a -- my first question
O these wells -- you have

three wells for this case; is that correct?

A | believe we have four, sir.

Q Ckay. Four, yeah. Okay. And these wells,
are the Trojan Shield Federal Com wells?

A Yes, they are.

Q Okay. And they are -- the horizontal
spacing for these wells are basically located in the
west half of three sections; right?

A That's correct.

Q And these sections are conposed as |lots as
well, too, it appears --

A Yes, sir.

Q -- for a total acreage of 959.17 acres?

A That is correct, sir.

Q Okay. Looking at your C-102s for each of
these wells, it appears that the well nunber 301H
| ooks like is your defining well that will create the

| arger spacing unit? | don't know if you indicated
that in your application.

A "' mnot aware, sir, but we intend to dril
all four of these wells at once, basically, or not at

once but pad drill all four of them | believe the

301 will be the first one that we spud, yes.
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Q Okay. And all these wells are seeking to
pool -- Bone Springs pool; right?

A That's correct.

Q The buil di ng bl ocks for those pools are,
what ?

A | believe that they are -- they should be
160 per each -- or 160, | believe, sir, but because
we're having four wells, we would ask for themto be
320. | believe that's correct.

Q Okay. Well, | think the building block for
this pool are on 40-acre building blocks. So you can
I ndi cate 160 or 320 or a spacing unit, depending how
it's laid out. The reason why |I'masking for this is
the fact that -- | can open up here exhibit share. |
think I'"mon the right page.

The spacing unit are lots. So it's not
particularly straight. Yeah. And | don't know if
your application indicates how the operator is
obtaining a | arger spacing unit than required by

pooling formation as indicated on your application.

M5. BENNETT: M. Exam ner, | m ght be
able to answer that question -- since | prepared the
application -- better than M. Cox.

MR. LOWE: Ckay.
THE HEARI NG EXAM NER: M. Lowe, woul d
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you |l et Ms. Bennett answer that question?

MR. LOWNE: Yes.

MS. BENNETT: Thank you. Qur
application is on page 12, 13, 14, and 15 of the
exhi bit packet. And in paragraph 3 of our
application, we did note that the conpleted interval
for the Trojan Shield Fed Com 301H is expected to be
| ess than 330 feet fromthe adjoining tracts, allow ng
for the creation of a larger spacing unit under the
proximty tract rule.

And |' m paraphrasing there, but that's

what paragraph 3 indicates. | hope that's hel pful,
M. Lowe.

MR. LONE: Verbally, yes. [I'mtrying
to find it here. | think | did see it here. And |

wanted to get to that point to find out, you know,
hear fromyou all to present that here that that's
what' s goi ng on.

And if that's the case is what | deduce
fromwhen |'m | ooking at your exhibits, as nentioned,
this section are conposed of |lots. So it appears that
there's certain areas on your spacing unit.

You m ght want to ensure that as far as
it being the perforation zone being external to the

hori zontal spacing unit is still orthodox, | guess.
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Just to be aware of that. |'mnot too sure which one
wel | that would pertain to. But basically, the outer
boundary | ocated wells, you m ght want to keep an eye
out for that.

THE W TNESS: Yes.

MR. LOWE: They are encroaching then --
| want to know what you need to nove forward with that
well. And also, if you could, on the G102 for this
defining well, it will create the larger spacing unit,
it wll be good to annotate the C-102 that this is a
defining well, so that upon the C-104 revi ew process,
the reviewer will automatically know, as noted in your
packet, that that's what -- that creates a | arger

spacing unit. So that's just a overall note for you

all in that sense.
BY MR. LOVE:

Q And were all the working interest owners
notified?

A Yes, they were, of those that we -- of those

that we could get a hold of, yes, sir. There were --

we did -- you notice -- you'll note that there were --
there were sone that we had undeliverable, | believe.
Q So the ones you couldn't notify, how did you

notify them after that?

A We made several attenpts to | ocate new
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addresses for them | believe it was just one party,
M. Janes Spi egel man, but we nade several attenpts to
notify them of finding new addresses for them but
were unable to | ocate an address for them

MS. BENNETT: And M. Exam ner, if |
could el aborate on that. W did publish due to the
fact that there were -- well, we always publish out of
an abundance of caution -- but that woul d address
M. Lowe's question about how we concl uded notice wth
respect to an unlocatable party.

THE HEARI NG EXAM NER: M. Lowe, did
you hear that?

MR. LOAE: Yes, sir. That's what | was
trying to get to ny side of here.

THE HEARI NG EXAM NER:  Ckay.

MR. LONE: Well, | just needed to know,
i ke, you did all you needed to do try to get
notification of all working interests pertaining to
this case then. And | think, yeah, that concludes ny
guestions. Thank you, M. Cox.

THE W TNESS: Thank you, sir.

MS. BENNETT: M. --

THE HEARI NG EXAM NER: Ms. Bennett,
we'll take this case under advisenent.

M5. BENNETT: Thank you. My | just
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make one clarification for the record? M. Cox
mentioned that the building blocks in this may be 160
or 320, and M. Lowe said they're 40, and either way
It doesn't really matter because we are stringing
together a series of standard bl ocks, except for the
| ocks [ph].

But | did just want to clarify that
this is a 40-acre -- it's an oil pool with 40-acre
bui |l di ng bl ocks which is what is noted in our
conpul sory pool ing checkli st.

THE HEARI NG EXAM NER:  Ckay.

MS. BENNETT: Thank you.

THE HEARI NG EXAM NER: Thank you,

Ms. Bennett. Let's take a five-mnute recess. It is
10: 05 a.m We'|l cone back on the record at 10:10
with case nunmber 24208. It is nunber 26 on our
docket .

We have approximately 30 nore cases to
hear by affidavit. |'m hoping that we can start
speeding this up a little bit, especially when we have
consol i dated cases. Maybe they can be presented
t oget her. Okay, thank you.

(OFf the record.)

THE HEARI NG EXAM NER:  Ckay.

Ms. McLean, we're going back on the record.
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It is 10:11 a.m on March 21st. W're
back on the record. | amcalling 24208, E.G L
Resources. It is consolidated, it |looks like with
09, '10, and '12.

M5. HARDY: Good norning, M. Exam ner.
Dana Hardy wi th Hi nkle Shanor on behalf of E. G L.
Resour ces.

THE HEARI NG EXAM NER: Thank you. Are
t here any other parties, Ms. Hardy, that you know of ?

MS. HARDY: There are not,

M . Exam ner.

THE HEARI NG EXAM NER: Ckay. Can you
try to present these cases as a group, and then we can
deal with the exhibits and questions separately?

MS. HARDY: Absol utely.

THE HEARI NG EXAM NER: COkay, perfect.
Go right ahead.

MS. HARDY: These cases are
applications for a one-year extension of the drilling
deadl i ne under the original pooling orders due to
federal permtting delays. The original orders pulled
two Bone Spring and two Wol f canp standard hori zont al
spacing units underlying the west half of Sections 22
and 27, Township 19 South, Range 33 East.

We provided in support of the
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applications the sworn statenent of affidavit -- the
sworn statenment of |andman Matt hew Langhoff, who
supports the requested extension. W did provide
notice of the application and hearings to the parties
who were notified of the original cases. And we al so
timely published notice.

M. Langhoff's affidavit and
attachnments are Exhibit A

(Case 24208 Exhibit A was marked for

I dentification.)

And ny notice affidavit is Exhibit B.

(Case 24208 Exhibit B was marked for

I dentification.)

So with that, unless there are

guestions, | would ask that the exhibits be admtted
and that these cases be taken under advi senent. Thank
you.

THE HEARI NG EXAM NER: Ckay. Let's
start with 24208. Let ne take a | ook at the exhibit
packet we have. | have A and B. Are there any
obj ections to these exhibits? Not hearing any.
Exhibits A, B and their subparts are admtted into
evi dence.

(Case 24208 Exhibit A and Case 24208

Exhibit B were received into evidence.)
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M. Lowe, do you have any questions on
this case in particular?

MR. LOWE: | just have one question.

THE HEARI NG EXAM NER:  And who - -

MR. LOWE: Ms. Hardy, good norning.

THE HEARI NG EXAM NER: \Who is the
question directed to.

MS. HARDY: Good norning.

MR LOWE: It would be to probably
Ms. Hardy.

THE HEARI NG EXAM NER:  Ms. Hardy. Go
ri ght ahead.

MR LOWNE: Is this the first request
for extension?

M5. HARDY: It is, M. Exam ner.

MR. LONE: Ckay. And once again, what
was the reason for the extension request?

M5. HARDY: Delays in the issuance of
federal drilling permts. The BLMjust takes a | ong
time to issue permts these days.

MR. LOAE: And each case has one well
only; is that correct?

M5. HARDY: | believe that's correct.

MR. LONE: So there's four wells here

that are pendi ng BLM approval ?
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MS. HARDY: Correct.

MR. LOWE: Ckay, thank you. Those are
all nmy questions.

M5. HARDY: Thank you.

THE HEARI NG EXAM NER:  Ckay. M. Lowe,
wi Il you have -- does that answer your questions for
the other three cases as well, or do you have
questions for those cases?

MR. LOWNE: | believe it's the sane
guestion, and that covers it all.

THE HEARI NG EXAM NER: Okay. And you
feel you got a neaningful answer as to the good cause
questi on?

MR. LONE: | believe so. It's
pretty -- yes.

THE HEARI NG EXAM NER: Okay. Okay.

Let me go to the next case then. W'IIl take this case
under advisenent, Ms. Hardy. So 24209 is the next
case. |Is that correct?

MS. HARDY: That's correct.

THE HEARI NG EXAM NER: Ckay. | have
very simlar exhibits here. | have Exhibits A and B
Are there any objections? Not hearing any. Exhibits
A, B, and subparts are admtted into evidence.

Il
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(Case 24209 Exhibit A and Case 24209

Exhi bit B were marked for

i dentification and received into

evi dence.)

M. Lowe has already said he doesn't
have any additional questions in this case. This case
I s taken under advi senent.

Let's take a | ook at the next case, and
I s that case 24210, Ms. Hardy?

M5. HARDY: It is, yes.

THE HEARI NG EXAM NER:  Ckay, thank you.
And | have Exhibits A and B and subparts. Are there
any objections? Not hearing any. Exhibits A and B
are admtted into evidence.

(Case 24210 Exhibit A and Case 24210

Exhi bit B were marked for

I dentification and received into

evi dence.)

And this case is taken under
advi sement. | think we skip over '11, and we go to
"12; is that right?

M5. HARDY: That's correct. Soneone
must' ve snuck an application in there before our final
application was fil ed.

THE HEARI NG EXAM NER: Very good. Let
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me | ook at nunber '12. We have Exhibits A and B. Are
there any objections? Not hearing any. | know
M. Lowe doesn't have any specific questions that have
not been answered here. So Exhibits A, B, and
subparts are admtted into evidence.

(Case 24212 Exhibit A and Case 24212

Exhi bit B were marked for

I dentification and received into

evi dence.)

This case is taken under advi senent.
Does that conclude these cases, Ms. Hardy?

MS. HARDY: It does. Thank you,
M . Exam ner.

THE HEARI NG EXAM NER: Thank you.
Let's go on to the next cases, and that would be, it
| ooks |ike, 24211. Franklin Mwuntain Energy is
consolidated with '13. Entries of appearance?

MS5. PENA: Good norning, M. Hearing
Exam ner. Yarithza Pena with Moddrall Sperling on
behal f of Franklin Mountain Energy.

THE HEARI NG EXAM NER: Good nor ni ng.
Are there any other parties that you know of ?

M5. PENA: Not that |I'm aware of.

THE HEARI NG EXAM NER: Okay. Can you

present these in a consolidated manner?
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MS. PENA: | can, yes.

THE HEARI NG EXAM NER: Pl ease.

MS. PENA: In case 24211, Franklin
seeks an order pooling all interests within a Wl fcanp
standard spacing unit conprised of 641.27 acres in
| ots 1 and 2, south half, northeast quarter, and the
sout heast quarter of irregular section 2, which is the
east half equivalent, and the east half of Section 11
I n Township 20 South, Range 35 East in Lea County.

The spacing unit will be dedicated to
four Wol fcanp Tag State wells with the Tag State Com
803H well as the proximty tract well, which is
expected to be less than 330 feet fromthe adjoining
tracts to allow for a | arger proposed spacing unit.

In case 24213, Franklin seeks a simlar
pooling order, but in a Bone Springs standard spacing
unit, also conprised of 241.27 acres in the east half
equi val ent of irregular Section 2 and Section 11 in
Townshi p 20 South, Range 35 East in Lea County. This
one will be dedicated to seven Bone Spring Wells with
the Tag State 303H and 603H wells as proximty tracts.

W tinmely filed both exhibit packets on
Tuesday for both cases, with the standard set of
exhibits. Exhibits A contain the conpul sory pooling

checkl i st.
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(Case 24211 Exhibit Tab A was marked

for identification.)

Exhibits in Tab B contain the affidavit
of Don Johnson, the |landman for Franklin who has
previously testified before the division, and his
credentials have been accepted as a matter of record.
Followi ng his affidavit are the standard | and exhibits
I ncluding the C-102 | ease track map summary of
Interest, a list of parties seeking to be pool ed,
sunmary of contacts, and well proposal letters and
AFEs.

(Case 24211 Exhibit Tab B was marked

for identification.)

Exhibits in Tab C contain the affidavit
of Ben Kessel, the geologist for Franklin, who has
al so previously testified before the division, and his
credential s have been accepted as a matter of record.
Following his affidavit, there is a | ocator map, well
bore schematics, and then separate structure nmaps,
cross section reference maps, stratigraphic, and
| sopachs for each formation as well as the regional
stress orientation overview for each case.

(Case 24211 Exhibit Tab C was nmarked

for identification.)

And Tab D, that contains a declaration
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of Ms. Deana Bennett with a sanple notice letter, a
mailing list, certified miiling tracking list, and out
of an abundance of caution, the affidavit of
publication fromthe Hobbs News-Sun which shows t hat
we tinmely published on March 5t h.

(Case 24211 Exhibit Tab D was nmarked

for identification.)

| also wanted to note that yesterday
when we were preparing for this hearing, in case
24211, which is the Wbl fcanp cases, we realized that
there are two pools, and so we would need to submt
two separate C-102s and a revised checklist. So we
ask that the record be held open so we can suppl ement
with those exhibits.

THE HEARI NG EXAM NER: So you said two
C-102s and what el se?

MS5. PENA: A revised checklist and
amended affidavit of our |andman.

THE HEARI NG EXAM NER:  And your
| andman, Don Johnson, and your geol ogi st, Ben Kessel
are avail able for questions?

M5. PENA: They shoul d be, yes.

THE HEARI NG EXAM NER: Ckay. Very
good. So you're going to -- and that's just for this

case, the '11 case?
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MS. PENA: Yes.

THE HEARI NG EXAM NER:  Not for the '13
case?

M5. PENA: No. That is correct.

THE HEARI NG EXAM NER:  And it's because
there's two pool s?

MS. PENA: Yes.

THE HEARI NG EXAM NER: So we have two
C-102s. We're going to have a revised checklist and
an anmended what ?

MS. PENA: Affidavit of our |andman.

THE HEARI NG EXAM NER: Ckay. And how
will that be anended?

M5. PENA: Just to specify that there

are two pools. So right now, there's just one |isted

on there.

THE HEARI NG EXAM NER: Okay. When you
submt -- and | don't know that you know this because
| haven't said this to you directly -- but when you

submt an amended exhi bit packet, please include a
cover letter and include all of the exhibits and anend
the ones you need to but nmake it one full packet wth
a cover letter.

MS. PENA: Yes.

THE HEARI NG EXAM NER: Okay. Let's get
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these admtted into evidence. Are there any
obj ections? Okay. The Exhibits in Tab A, B, C, and
D, are admtted into evidence.

(Case 24211 Exhibits Tab A through

Tab D were received into evidence.)

M. Lowe, do you have any questi ons on
this case?

MR. LONE: So | have a few questions.

THE HEARI NG EXAM NER: Ckay. Who are
your questions directed to?

MR. LOWNE: They will probably be for
t he | andman.

THE HEARI NG EXAM NER:  The | andman.
Okay. M. Johnson, let's get you sworn in.

MR. JOHNSON: Can you hear ne?

THE HEARI NG EXAM NER: Yes, sir.

THE REPORTER: Pl ease raise your right
hand.
VWHEREUPOQN,

DON JOHNSOQN,

call ed as a witness and having been first duly sworn
to tell the truth, the whole truth, and not hi ng but
the truth, was exam ned and testified as follows:

THE HEARI NG EXAM NER: M. Lowe.
/1

Page 128

Veritext Lega Solutions

Caendar-nm@veritext.com 505-243-5691 WWWw.veritext.com




© 00 N oo o b~ wWw N

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

DI RECT EXAM NATI ON
BY MR. LOWE:

Q Good norning, M. Don Johnson.

A Good nor ni ng.

Q As presented in the case so far, it was
verbalized that one of these wells is a proximty well
or the defining well for this to create the |arger
spacing unit. \Which one was that well?

A It was -- | believe it was in the -- are you
aski ng about the Bone Spring or the Wl fcanp?

Q Okay. That was it. Ckay.

A Ckay.
Q That was a, | guess, m sunderstanding. |
saw and then it was verbalized as well, too, that

t here needs to be sone corrections done.

A Yeah. So we have -- we have the -- the Tag
State Com 303. That is a proximty well, and then the
603 as well. | believe the 603 will be drilled before

the 303, but they'll all be drilled at the sanme tine,
or in -- in order of each other. So ...

Q Okay. And which of the wells -- you said
there's two pools here; right for the sane spacing
unit?

A Yes. So in the Wolfcanp it's -- there's two

di fferent pools.
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Q And the spacing unit for all these wells is

the east half of Section 2 and 11; right?

A Yes.
Q And where is the -- let's see here -- okay.
Yeah, it would be best to -- it will probably be

clarified once the exhibits are up and are corrected.

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

M. Lowe, do you want to -- why don't we then continue
this hearing so that the party can submt anended

exhi bit packets that can be then reviewed, so you can
ask meani ngful questions to it.

MR. LOWNE: | believe so because right
now it's kind of --

THE HEARI NG EXAM NER:  Ckay. I
understand. Now, we don't have that problemw th the
next case, do we?

MS. PENA: No.

THE HEARI NG EXAM NER: No, we don't.
Okay. So M. Lowe, let ne take sone notes here on
this case that we're going to continue 24211. \Wen
w Il you have these exhibits submtted?

M5. PENA: We can have them on Tuesday.

THE HEARI NG EXAM NER: CGot it. Ckay.
So then | would add it to -- April 4 is busy, but I'll

add it to April 4 against ny better judgnent as |ong

Page 130

Veritext Lega Solutions

Caendar-nm@veritext.com 505-243-5691 WWWw.veritext.com




© 00 N oo o b~ wWw N

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

as we can keep it brief.

MS. PENA: Can | confer with
Ms. Bennett?

THE HEARI NG EXAM NER:  Yes.

M5. PENA: Wuld it be possible to ask
for a special hearing just on this brief issue, so
we're not bonmbarding the April 4th docket? And maybe
this can be --

THE HEARI NG EXAM NER: M. Lowe?

M5. PENA: -- sonething that can be
addr essed - -

THE HEARI NG EXAM NER: M. Lowe, are
you avail able for a virtual special hearing just to
conclude this one case?

MR. LOAE: | amfine with that.

THE HEARI NG EXAM NER: Ckay. |I'mfine
with that, too. What date are you recommendi ng?

MS5. PENA: Next Thursday woul d be
possi bl e.

THE HEARI NG EXAM NER: Next Thursday is
the 28th of March. Freya?

MR. TSCHANTZ: One nmonent. That date
is fine.

THE HEARI NG EXAM NER:  Ckay. At

9 am?
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M5. PENA: Yes, thank you.

THE HEARI NG EXAM NER:  Ckay. We wi ||
set this -- so does that nmean that we need to issue a
prehearing order for that, or do we not, Ms. Bennett?

M5. BENNETT: M. Exam ner, thank you.
| believe the division would not need to issue a
preheari ng order but would need to i ssue a docket
noti ce.

THE HEARI NG EXAM NER: Ckay, Freya, did
you hear that?

MR. TSCHANTZ: | did.

THE HEARI NG EXAM NER: Ckay, very good.
So we have March 28, special at 9 a.m, and we need to
| ssue a docket notice, but not a prehearing order for
that case. And this is -- okay. And I think everyone
knows why we're doing this. Ckay.

M. Lowe, we're going to nove to 24213.
Do you have any questions in that case?

MR. LOWE: No.

THE HEARI NG EXAM NER: Ckay, very good.
Let's get the evidence admtted 24213 so we can take
t hat case under advi senent.

MR. LOWNE: Just to reassure |I'mon the
sane page.

THE HEARI NG EXAM NER:  Yes.
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MR. LOWE: For case 24211 that's being
continued to March 28, after the revisions that are
going to be submtted by tonmorrow, is that what |
caught? I'm --

THE HEARI NG EXAM NER: Yes. That is
what you caught, yes.

M5. PENA: | believe | said Tuesday.

MR. LOWE: Okay.

THE HEARI NG EXAM NER: M. Lowe, she
sai d Tuesday --

MR. LOWE: Yeah, yeah.

THE HEARI NG EXAM NER:  -- and | --
okay.

MR. LOAE: And those exhibits are going
to be two -- that are going to be updated are two

C-102s, a revised checklist, and what was the ot her
one?

THE HEARI NG EXAM NER: An anended
affidavit of the |andman.

MR. LOWE: Okay. All right. Thank
you.

THE HEARI NG EXAM NER: Ckay. So now
I|"'min case nunber 24213. | have here an exhibit
packet that incorporates tabs A, B, C, and D. Are

t here any objections to these exhibits? Not hearing
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any, the exhibits in tabs A, B, C, and D are admtted
I nt o evi dence.

(Case 24213 Exhibits Tab A through

Tab D were marked for identification

and received into evidence.)

M. Lowe doesn't have any questions. |
have no questions. This case can be taken under
advi senment .

M5. PENA: Thank you.

THE HEARI NG EXAM NER: Ckay, thank you.
Okay. We are off the record in that case. Let's nove
on to Mack Energy 24214.

M5. VANCE: Good norning, M. Hearing
Exam ner. Paula Vance with the Santa Fe office of
Hol l and & Hart on behalf of Chase G| Corporation.

THE HEARI NG EXAM NER: And you're
presenting by affidavit?

MS5. VANCE: Correct.

THE HEARI NG EXAM NER: Pl ease proceed.

M5. VANCE: GCkay. |In case nunber

24212, Chase seeks to pool the uncommtted m neral --

THE HEARI NG EXAM NER: ' m sorry. I
have 24214. | don't have 24212.
M5. VANCE: Oh, did | -- | apologize.

That's nmy fault. That's a typo.
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THE HEARI NG EXAM NER: ' 14?

MS. VANCE: Correct. So in case
24214 - -

THE HEARI NG EXAM NER:  Yes.

M5. VANCE: -- Chase seeks to pool the
uncomm tted m neral owners in the San Andres
formation. The pool is WCL6S27E32 and the pool code
Is 93871. And that's underlying a standard 160-acre
nore or |ess horizontal well spacing unit, conprised
of the west half, west half of Section 29, Township 16
Sout h, Range 27 east. And that's Eddy County, New
Mexi co.

And Chase seeks to dedicate this
spacing unit to the proposed initial Anchorage Federal
Com 1H well. In this case in the hearing packet, we
have i ncluded a copy of the application, the
conmpul sory pooling checklist, as well as the
self-affirmed statenents of [andman Derik Smth and
geol ogi st Charl es Sadl er, both of whom have previously
appeared before the division, and their credentials
have been accepted as a matter of record, both of whom
are avail able for questions.

(Case 24214 Exhibit A and Case 24214

Exhi bit B were marked for

I dentification.)
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M. Smth's statenent is Exhibit C and
I ncludes all the standard sub-exhibits for the
| andman, which are the C-102, a land tract map, and
uncomm tted interest ownership breakdown, a sanple
copy of the proposal and AFE, as well as the
chronol ogy of contacts.

(Case 24214 Exhibit C was marked for

I dentification.)

This is followed by M. Sadler's
statenent, which includes the geol ogy sub-exhibits
i ncluding a | ocator map, acreage position, a project
area and type log, as well as subsea structure map,
and a cross section map and stratigraphic cross
section. M. Sadler did not observe any fault in
pi nch-outs or other geol ogic inpedinents to the
hori zontal drilling of this well.

(Case 24214 Exhibit D was marked for

I dentification.)

And then lastly, our Exhibit E, which
i ncludes a self-affirnmed statenment of notice from
mysel f and a sanple copy of the notice that was
sent -- tinely sent out on March 1, 2024. And then
Exhibit E which is an affidavit of notice of
publication which was tinely published on February 25,
2024.
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(Case 24214 Exhibit E was marked for

i dentification.)

And unl ess there are any questions, |
woul d ask that the exhibits and sub-exhibits be
admtted into the record.

THE HEARI NG EXAM NER: Are there any
obj ections? Not hearing any, Exhibits, A B, C D
and F [sic] are admtted into evidence.

(Case 24214 Exhibits A through E were

recei ved into evidence.)

M. Lowe?

MR. LOWNE: | have no questions.

THE HEARI NG EXAM NER: Excellent. This
case wi Il be taken under advisenent. Thank you,

Ms. Vance.

M5. VANCE: Thank you.

THE HEARI NG EXAM NER:  Ckay. Let's
nove on to 24215, Matador. We have an objection that
was filed yesterday. That case was consolidated with
16, '17, and ' 18. | don't know if the objection is
to all four cases or just two.

MS. VANCE: No.

THE HEARI NG EXAM NER: Entrance of
appear ance, pl ease.

MS. VANCE: Yes. Paul a Vance with the
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Santa Fe O fice of Holland & Hart on behalf of MRC
Perm an Conpany.

THE HEARI NG EXAM NER:  Ckay. And who
el se do we have?

M5. HARDY: M. Exam ner, Dana Hardy
wi th Hi nkl e Shanor on behalf of KCK Energy, LLC

THE HEARI NG EXAM NER:  Ckay. Any ot her
entries?

MR. BRUCE: M. Exam ner, Jim Bruce
representi ng Mewbourne O | Conpany.

THE HEARI NG EXAM NER:  And did you file
t he objection?

MR. BRUCE: No, sir.

THE HEARI NG EXAM NER: Ms. Hardy?

MS5. HARDY: M. Examiner, | filed the
obj ection, but since we filed, KCK and MRC have
reached an agreenent whereby KCK w |l not be pool ed.
So | am now wi t hdrawi ng our objection so that
Ms. Vance can proceed to present these cases by
af fidavit.

THE HEARI NG EXAM NER:  Ckay.

Ms. Vance, can you present these four cases in a
consol i dat ed manner ?

M5. HARDY: Yes, | can. And just to

Ms. Hardy's point, we will -- for the two cases that
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KCK did originally object to, we will submt revised
heari ng packets with a revised pooling exhibit,
dropping them from the pooling.

THE HEARI NG EXAM NER:  Dr oppi ng KCK?

MS. HARDY: KCK.

THE HEARI NG EXAM NER: KCK. So what
exhibits -- when you go through your overview, wll
you explain which exhibits need to be anended so |I can
t ake notes?

MS. HARDY: Absol utely.

THE HEARI NG EXAM NER:  Ckay. Go right
ahead.

M5. HARDY: Thank you, M. Hearing
Exam ner. And | believe that there was actually one
ot her entry of appearance in cases 24217 and ' 18.

Ms. Kessler.

THE HEARI NG EXAM NER:  Kessl er.

Ms. Kessler, are you around? Wy don't you present
your cases.

M5. VANCE: Thank you, M. Hearing
Exam ner. So in cases 24215 through 24218, MRC seeks
to pool the uncommtted interest in the Bone Spring
formation. And the pool is the Malaga Bone Spring
North, and the pool code is 42800. And all of the

facing units are in Township 24 South, Range 28 East,
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and that's in Eddy County, New Mexi co.

So in case 24215, MRC seeks to pool a
320-acre nore or less horizontal well spacing unit
conprised of the north half, north half of Sections 9
and 10 and initially dedicate the spacing unit to the
Emett Fed Com 11H and 121H.

And then in case 24216, MRC seeks to
pool a 320-acre nore or |less horizontal well spacing
unit, and that's conprised of the south half of the
north half of Sections 9 and 10, and initially
dedi cate this spacing unit to the Emmett 10&9-24S- 28E
RB nunmber 112 and 122H.

And then in case 24217, MRC seeks to
pool a 320-acre nore or |ess horizontal well spacing
unit conprised of the north half of the south half of
Sections 9 and 10, and initially dedicate this spacing
unit to the Prater 10&9-24S-28E RB 113H and 123H.

And then lastly in case 24218, MRC
seeks to pool a 320-acre nore or |less horizontal wel
spacing unit conprised of the south half, south half
of Sections 9 and 10 and initially dedicate this
spacing unit to the Prater 10&9-24S-28E RB 114H and
124H.

So in each of the hearing packets,

we' ve included a copy of the application as well as
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provi ded the conpul sory pooling checklist and
self-affirmed statenments of |andman, Hanna Bol | enbach
and geol ogi st, Dani el Brugioni, both of whom have
previously testified before the division, and their
credentials have been accepted as a matter of record.

(Case 24215 Exhibit A and Case 24215

Exhi bit B were marked for

I dentification.)

Ms. Bol | enbach's statement is Exhibit C
and includes all of the standard |and exhibits,
C-102s, land tract map, list of the uncommtted
I nterest donors, and overrides that Matador seeks to
pool, a sanple well proposal letter and AFEs, and
chronol ogy of contacts.

(Case 24215 Exhibit C was marked for

i dentification.)

And then that's followed by
M. Brugioni's statenment which is Exhibit D and
i ncl udes the | ocator map, subsea structure map, and
cross section map, and stratigraphic cross section.
In these cases, M. Brugioni did not observe any
faulting pinch-outs or other geologic inpedinents to
the horizontal drilling of these wells.

(Case 24215 Exhibit D was marked for

I dentification.)
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And then lastly are the two notice
exhibits, which is Exhibit E, a self-affirned

statenment of notice with sanple letters that were

timely mailed on March 1, 2024, and then the affidavit

of notice of publication, which is Exhibit F, and was
timely published on February 25, 2024.

(Case 24215 Exhibit E and Case 24215

Exhi bit F were marked for

I dentification.)

And unl ess there are any questions, |
woul d ask that the exhibits and sub-exhibits be
admtted into the record and that the cases be taken
under advi senent at this tine.

THE HEARI NG EXAM NER:  Ckay.

Ms. Vance, which exhibits will be affected by the
revision?

M5. VANCE: Sorry. | blew right past
that. | apologize for that. So on cases -- in case
24215, if you go to page 20 of the PDF, it's
Exhi bit C3.

THE HEARI NG EXAM NER:  Ckay.

M5. VANCE: And you'll see --

THE HEARI NG EXAM NER: That's okay.

MS. VANCE: ©h, okay.

THE HEARI NG EXAM NER: So that single
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exhibit is all that will be anended?

MS. VANCE: For both this case, 24215,
and then 24216, Exhibit C3.

THE HEARI NG EXAM NER: Ckay. And what

about --

M5. VANCE: O I'msorry, yeah. Let ne
just make sure -- C3, yeah.

THE HEARI NG EXAM NER: And what about
17 and ' 187

M5. VANCE: We don't need to update
t hose.

THE HEARI NG EXAM NER: Okay, perfect.
So pl ease provide a cover letter --

M5. VANCE: Mm hmm

THE HEARI NG EXAM NER: -- okay, so that
we understand what's being revised.

OCkay. Let's deal with the exhibits
before we go to M. Lowe. In this case, 24215, | have
Exhibits A, B, C, D, and F. Are there any objections?
These exhibits are admtted into evidence.

(Case 24215 Exhibits A through F were

recei ved into evidence.)

M. Lowe?

MR. LOWNE: Hello, Ms. Vance.

MS. VANCE: Good norning, M. Lowe.
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MR.
what
Exhi bit C3?

is the reason

IVS.
as a pool ed party.

pool KCK.

wi t hout show ng t hat

pool ed.
VR.
a question for you
It shows a map.
THE
t hat nmean you have
VR.
this maybe.

THE

THE
MS.
you pl ease repeat
VR.
lt's 18 --
MS.

acreage to be devel oped.

white acreage is federal

So we'l

page 18.

LOWE: Can you clarify again to
why you're replacing or updating
VANCE: So we are going to drop KCK

So Matador is no longer seeking to
just be updating the exhibit

party listed as a party to be
LOWE: had

And they are -- okay. |

on the page just before Exhibit C3.
HEARI NG EXAM NER: M. Lowe, does

a question for the | andman?

LOWE: The attorney will answer
HEARI NG EXAM NER: Let's try.

LOWE: \What's that map show ng?
HEARI NG EXAM NER: It's not --
VANCE: So that -- I'msorry? Can
t he question?

LONE: The map, what is it telling?
VANCE: So that is depicting the

And you can see that the

acreage, and then | believe
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the blue that's all fee land. But M. Boll enbach
should be on the line and may be able to confirmthat.

MR. LOWNE: Yeah, | was just curious to
know because | think these cases are basically tal king
about the north half of the north half of two
sections, and | was just wondering why it appears
there's awareness of the southern portion of the north
half. And | just wanted to know what that was there
for. But |I guess it's just showng all the --

THE HEARI NG EXAM NER: M. Lowe, do you
need to ask the landman this question?

M5. VANCE: | can answer this.

THE HEARI NG EXAM NER:  You can?

M5. VANCE: Mm hmm

THE HEARI NG EXAM NER:  Go ahead.

MS. VANCE: So both the north half,
north half, and the south half of the north half,
those are all Emmett wells, and | believe that Matador
was just trying to denonstrate in showing -- you can
see the outline of the north half, north half --

MR. LOWE: Yeah.

M5. VANCE: -- on Exhibit C2, and
that's corresponding to this particular case. And if
you went to the same exhibit, Exhibit C2 in case

24216, you woul d see that the south half of the north
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hal f, that acreage is outlined.

So it's really just to denonstrate that
this is all acreage to be devel oped together.

MR. LOWE: Okay.

M5. VANCE: And that they're both
Emett devel opnent.

MR. LOWE: Okay. Al right. Well,

t hank you for that clarification. That concl udes ny
questioning. Thank you.

THE HEARI NG EXAM NER: Ckay. Thank
you, M. Lowe. So case nunber 24215 will be taken
under advi senent after we receive the revised
Exhi bit C3, dropping KCK as a party to be pool ed.

Let me nove on to 24216 and take a | ook
at those exhibits -- 24216. This case also needs to
have C3 amended as wel |.

M5. VANCE: That's correct.

THE HEARI NG EXAM NER: Ckay. We have
Exhibits A, B, C, D, E, and F. Are there any
obj ections? Not hearing any, these exhibits are
admtted into evidence.

(Case 24216 Exhibits A through F were

mar ked for identification and received

I nto evi dence.)

M. Lowe, do you have any specific
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guestions to this case?

MR. LOAE: No, | do not.

THE HEARI NG EXAM NER:  Ckay. This case
I s taken under advisenment with the same caveat that |
j ust spoke about in 24215.

Let's go to 24217 -- 24217. Here we
have an exhi bit packet that does not need to be
anended. Ms. Vance, is that right?

MS. VANCE: Correct.

THE HEARI NG EXAM NER:  All right. W
have Exhibits A, B, C, D, E, and F. Are there any
objections? Not hearing any, Exhibits A B, C, D, E,
and F are admtted into evidence.

(Case 24217 Exhibits A through F were

mar ked for identification and received

I nto evi dence.)

M. Lowe, are there any questions to
this case?

MR. LONE: | do not believe so yes.

THE HEARI NG EXAM NER: Ckay. This case
wi Il be taken under advi senment.

And finally, M. Vance, we go to 24218.
And | have an exhi bit packet with Exhibits A, B, C, D
E, F. Are there any objections? These exhibits are

admtted i nto evidence.
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(Case 24218 Exhibits A through F were

mar ked for identification and received

I nto evi dence.)

M. Lowe, do you have any questions for
this case? |'mnot hearing --

MR LONE: | amin the mdst of trying
to get to the C-102s right now M conputer is Kkind
of sl ow.

THE HEARI NG EXAM NER:  Ckay.

MR. LONE: Gve ne a few seconds.

THE HEARI NG EXAM NER:  While you're
doing that, Ms. Vance, when will you be submtting a
revi sed hearing Exhibit packet for '15 and ' 167

M5. VANCE: Either later this afternoon
or tonorrow.

THE HEARI NG EXAM NER: Sounds good.

We' Il put a deadline of Friday close of business.
"Il |eave the record open until that tinme. |f you
need nore tine, let nme know.

M. Lowe?

MR. LONE: No. | don't have any
guestions. Thank you.

THE HEARI NG EXAM NER: Ckay. We'l|
take this case under advisenent. Thank you,

Ms. Vance.
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M5. VANCE: Thank you.

THE HEARI NG EXAM NER:  Thank you.
Okay. Let's go to 24219, BTA G| Producers. It |ooks
like it's consolidated with '20.

MS. MCLEAN: Yes.

THE HEARI NG EXAM NER: Ms. MclLean?

MS. MCLEAN: Yes. Jackie MLean on
behal f of BTA.

THE HEARI NG EXAM NER: Pl ease proceed.

MS5. MCLEAN: Thank you. And | don't
believe there are any other parties. Oh, there are,
actual ly, yes.

MS. VANCE: Yeah.

M5. MCLEAN: There is another party.

MS. VANCE: Yes. Paula Vance with the
Santa Fe office of Holland & Hart on behal f of Matador
Producti on Conpany.

THE HEARI NG EXAM NER: Thank you. Any
obj ecti ons?

MS. VANCE: No.

THE HEARI NG EXAM NER:  Ckay.
Ms. McLean?

M5. MCLEAN: Thank you. In case
numbers 24219 and 24220, BTA is seeking an order

pooling all uncommtted interest fromthe top of the
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first Bone Spring formation to the base of the second
Bone Spring formation in the east half of Sections 11
and 14, Township 22 South, Range 34 East, in Lea
County.

And in case nunber 24129 [sic], BTA is
seeking to pool 320 acres conprised of the west half,
east half of Sections 11 and 14 and wi || dedicate that
unit to the Crazy Goat 8711 14-11 State Com nunber 3H
and 5H wel | s.

And in case nunmber 24220, BTA is
seeking to pool 320 acres conprised of the east half,
east half of Sections 11 and 14, and seeks to dedicate
that unit to the Crazy Goat 8711 14-11 State Com
nunmber 4H and nunmber 6H well s.

The exhi bit packets that were submtted
to the division for these cases include Exhibit A the
| and testinony of Regarding Barker. And the exhibits
attached to his testinony include the application and
proposed notice, C-102s for the wells, a plat of
tracts, ownership interest, pooled parties |list, well
proposal letter, AFEs, and a summry of
conmuni cat i ons.

(Case 24219 Exhibit A and Case 24220

Exhi bit A were marked for

I dentification.)
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Then we have Exhibit B, the geol ogy
testinmony of Darin Dolezal. And the exhibits attached
to his testinony include a project |ocation map,
subsea structure map, stratigraphic cross section, and
gross i sopach maps.

(Case 24219 Exhibit B and Case 24220

Exhi bit B were marked for

I dentification.)

And then Exhibit C, noticed testinony
and it includes the notice letter sent to the one
party to be pooled in this case, and copies of the
certified mailed green card and while slip returns.

(Case 24219 Exhibit C and Case 24220

Exhi bit C were marked for

i dentification.)

And | ask that Exhibits A B, and C be
admtted into the record in case nunmbers 24219 and
24220. And | can answer any questions you m ght have.

THE HEARI NG EXAM NER:  And your
W t nesses are avail abl e?

M5. MCLEAN: Yes, sir.

THE HEARI NG EXAM NER: Ckay, wonderful.
| see both experts have been accepted as experts in
their field. So we don't have to worry about that.

Let's see. We have Iin 24219 Exhibits
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A, B, and C. Are there any objections, M. Vance?

MS. VANCE: No.

THE HEARI NG EXAM NER: Ckay. These are
admtted into evidence.

(Case 24219 Exhibit A, Case 24219

Exhi bit B, and Case 24219 Exhibit C

were received into evidence.)

M. Lowe, any questions for
Ms. McLean's w tnesses on 242197

MR LOWE: [|'mjust trying to get a
clarification of the C-102s, where it's kind of small
on ny side to verify on the, | guess, the footages
fromthe | ast tape point and the first tape points are
all 100 feet to the north and to the south. |Is that
correct?

MS. MCLEAN: That's correct.

MR. LOWE: | just see an indication of
50 feet and I'mnot too sure what that pertains to.

MS. MCLEAN: | think that's the bottom
hol e | ocati on.

MR. LONE: | think that's the bottom
hole. Okay. And the other one is a 20 feet, and
that's the kick-off point?

MS. MCLEAN. Yes. And then if you

see -- and it's small, but it says, "100 feet" kind of
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along that line in between the east half and the west
half is where it has the hundred.

MR. LONE: Yeah, the hundred -- hundred
feet. Usually, | see at tines the first tape to | ast
t ape point, footages annotated on within a map
adj acent to, you know, the -- in this case it has |at,
| ong on there. And usually |I see footages as well,
too. Just to clarify what |I'm seeing on the map
pertaining to that. But that clears that up, though.

Then both of these Crazy Goat wells,
they're both -- okay, yeah. Sane pool, okay. And
they all have approved APDs already. |Is that correct?

MS. MCLEAN: | am not 100 percent sure.
| think M. Barker is on. He could probably answer
t hat question.

THE HEARI NG EXAM NER: M. Barker,
|l et's get you sworn in.

THE REPORTER: Pl ease raise your right
hand. | can't hear you there, sir.

MR. LOWNE: Well, just to repeat, do
these wells have a --

THE HEARI NG EXAM NER: M. Lowe, he
hasn't been sworn in yet. He hasn't turned on his
m cr ophone yet.

Let's take a five-m nute break. It's
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10:50. We'll come back on the record at 10:55 while
they work out the audio.
(OFf the record.)
THE HEARI NG EXAM NER: Ckay. It is
10:54. We're back on the record. W're going to
swear you in again, Sir.
THE REPORTER: Pl ease raise your right
hand.
VWHEREUPOQN,
REX D. BARKER,
call ed as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothing but
the truth, was exam ned and testified as follows:
THE REPORTER: Thank you.
THE HEARI NG EXAM NER: W Il you state
your nanme for the record, please?
THE W TNESS: Rex Barker.
THE HEARI NG EXAM NER: Thank you.
M. Lowe?
DI RECT EXAM NATI ON
BY MR LOWE:
Q Good norning, M. Barker.
A Good nor ni ng.
Q |"ve just got a quick question. Are wells

pertaining to this case, do they both have an approved
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APD?
A Wul d you restate that, please?
Q For the two wells pertaining to this case,

do they have an approved APD?

A I'"'m-- I"'mstill not catching the -- the
guesti on.

Q Is there an APl nunber to associate to these
wel | s?

A APl nunbers?

Q Yes, sir.

A I --

Q | don't need the nunbers, per se, now. I
just want to find out if they've got an approved API
number .

A We do.

Q Okay. For both wells?

A Yes, sir.

Q Okay. And the reason why |I'm asking is
because in one of the exhibits, it only -- it shows --
| "' massum ng when the application was noticed that one
of themdidn't have an APl nunber, because it only
shows one APl nunber in that notice here. | nean,
that's a small thing, but |I was just curious to know.

They're state wells; right?

A Correct.
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MR. LOWE: Okay. Okay. Yes. That
concl udes ny questions then. Thank you.

THE HEARI NG EXAM NER:  Ckay. So we
Wl take case 24219 under advi senent, and case 24220
we have Exhibits A, B, and C. Are there any
obj ections, Ms. Vance?

MS. VANCE: No.

THE HEARI NG EXAM NER: These Exhibits
are admtted into evidence.

(Case 24220 Exhibit A, Case 24220

Exhi bit B, and Case 24220 Exhibit C

were received into evidence.)

M. Lowe, do you have any questi ons on
case nunber 242207

MR LOWE: | so not.

THE HEARI NG EXAM NER: Ckay. This case
I s taken under advisenent. Thank you, Ms. MLean.

M5. MCLEAN: Thank you.

THE HEARI NG EXAM NER: Ckay. Let's
nove on to 24224. | don't think that's consolidated
wth any case; is it?

M5. VANCE: No, it's not, M. Hearing
Exam ner.

THE HEARI NG EXAM NER: Ckay. Entries

of appearance, please?
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MS5. VANCE: Yes. Paula Vance with the
Santa Fe office of Holland & Hart on behal f of COG
Operating, LLC

THE HEARI NG EXAM NER: Okay. Pl ease
proceed.

MS. VANCE: Thank you, M. Hearing
Exam ner. So in case 24224 COG seeks approval of a
standard 259. 23 acre nore or |ess overl appi ng
hori zontal well spacing unit, pooling the third Bone
Spring interval. And there are two Bone Spring pools
i nvolved with this, which are the Red Tank Bone Spri ng
and the pool code is 51683. And then the Di anondtail
Bone Spring, and the pool code for that is 17644.

And this spacing unit is conprised of
lots 1 and 2, the south half of the northeast quarter
in the southeast quarter of irregular Section 2.
That's all in basically the equival ent of the east
hal f of Section 2, and then the east half of Sections
11 and 14, Township 23 South, Range 32 East, and
that's all in Lea County, New Mexico.

And COG seeks to dedicate this spacing
unit to its initial Redtail Federal Com 602H. And in
this case, we have included a copy of the application,
t he compul sory pooling checklist, which we did note

both of the two -- both pools. And | would also note
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that the Redtail Federal Com 602 is a proximty well,
allowing for the enlarged spacing unit, and that's
al so noted in the conpul sory pooling checklist.

(Case 24224 Exhibit A and Case 24224

Exhi bit B were marked for

I dentification.)

Then we' ve al so included the
self-affirnmed statenents of | andman M chael Monju. He
has not previously testified before the division, and
"Il just note that his resunme is Exhibit CI.

(Case 24224 Exhibit C was marked for

I dentification.)

THE HEARI NG EXAM NER: | have it,

Ms. Vance. |'ve reviewed it. So he is hereby
admtted as an expert as a | andman.

M5. VANCE: Thank you, M. Hearing
Exam ner.

And then also the statement of
geol ogi st, Ben Breyman, who has previously testified
before the division, and his credentials have been
accepted as a matter of record.

(Case 24224 Exhibit D was marked for

I dentification.)

So M. Monju's statenent is Exhibit C,

and then his sub-exhibits include all the standard
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| andman exhi bits.

THE HEARI NG EXAM NER:  Ms. Vance?

MS. VANCE: Yes.

THE HEARI NG EXAM NER: | think just
saying that they include the standard then is fine.
You don't have to |ist each one.

MS. VANCE: Okay.

THE HEARI NG EXAM NER: They're ri ght
her e.

MS. VANCE: That is fine with ne.

THE HEARI NG EXAM NER:  Thank you.

M5. VANCE: So | will just note a
couple of things within them So the C- 102, |ike |
said, we've got two in there because we have two
pools. And also, this is proximty well, and you can
see that fromthe land plat -- from C 102 pl ats.

And then in Exhibit C4, the land tract
map and breakdown of ownership, because we're only
pooling the third Bone Spring, we have shown the depth
severance, the difference in ownership, and you can
see that specifically in the second Bone Spring.

And then noving on to M. Breyman's
statenent, also includes the standard geol ogy
exhibits. M. Breyman did not observe any faulting

pi nch-outs or other geologic inpedinents to the
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hori zontal drilling of these wells.

And then |astly, are the notice
exhibits, including Exhibit E, which is the
self-affirnmed statenment fromnyself with a sanple
notice letter that was tinely mailed on March 1, 2024,
and then the affidavit of notice of publication, which
was tinmely published on February 25, 2024.

(Case 24224 Exhibit E and Case 24224

Exhi bit F were marked for

I dentification.)

And unl ess there are any questions, |
woul d ask that the exhibits and sub-exhibits be
admtted into the record and this case taken under
advi senment at this tine.

THE HEARI NG EXAM NER: Are there any
obj ections? Not hearing any, Exhibits A B, D, E, and
F are admtted into evidence.

(Case 24224 Exhibits A through F were

recei ved into evidence.)

M. Lowe, any questions?

MR. LOWNE: | have a few questions for
the attorney.

THE HEARI NG EXAM NER:  For whi ch
W tness, M. Lowe?

MR. LOWE: For Paul a Vance, nmaybe.
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THE HEARI NG EXAM NER:  Ckay.

MR. LOAE: O a | andman.

THE HEARI NG EXAM NER:  Well, which is
it? Is it Ms. Vance, or is it the | andmn?

MR. LOWE: Probably Paul a Vance.

THE HEARI NG EXAM NER: Ckay. Go ahead.

MR. LOWE: | just have a genera
overall wonder of how this is going to pan out. As |
see the exhibits here, and you indicated that the
spacing unit is going to be conprised of the east half
of three sections; right?

MS. VANCE: Correct.

MR. LOWNE: And that's going to be for
one well or wells, if it pans out that way. And this
entire spacing unit is conprised of two pools; right?

MS. VANCE: Correct. You can see that
fromthe C-102s which is Exhibit C2.

MR. LONAE: Yes. And that was
pronmptly --

M5. VANCE: C3. | apol ogi ze.

MR. LONE: Yes. |[|'mjust wondering how

this is going to pan out overall because if it wasn't

for that defining well, which was posted nicely in

your exhibits here -- thank you for that -- usually if

It wasn't for that defining well, this would be an NSP
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subj ect matter, not pertaining to the conpul sory
pooling, but for the larger spacing unit.

Usual Iy, an NSP woul d cover per pool.
In this case, | don't know how that's going to play
out as far as when, | guess, Hobbs reviews the APD
wherever it's at in the process of these wells.

So that's just a concern. | was
wondering how that can play out. So | just want to
make you aware of that, how that's going to happen in
the future.

M5. VANCE: First, | would have to, you
know, | ook at the rul es. But as far as | wunderstand,
because this is a proximty tract, that we can use the
adj acent tracts to pull in and create the enl arged
spacing unit. And there's nothing that would require
an NSP. [It's just we're using the proximty tracts
according to the statew de rul es.

So you know, beyond that, |I'm not sure
what the question would be or how it would play out.

MR. LONE: Well, | nean what you stated
Is correct. That's kind of how that woul d happen if
it wasn't for this defining well -- proximty tract
well. | just wanted to -- |I'd just never seen this
before howit's going to nove forward when it goes

to -- when the APD gets approved, how that's going to
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get approved. So it's going to be -- | wonder what's
going to happen. That's all. That's all |I'm saying.

well, what you did here and what was
presented is correct, that that can be done. Being
that it covers two pools is just nmy wonder how that's
goi ng to happen. What's going to happen with that?
So --

MS. VANCE: l'mnot -- I'"msorry,
M. Lowe. Please go ahead.

MR LONE: Onh, no. | conpleted ny
statement for that.

THE HEARI NG EXAM NER: Ckay, great. So
M. Lowe, do you have any ot her questions for
Ms. Vance, or does that conclude your questions?

MR LOWNE: [|I'mstill going through the
exhibits. On all the -- and pertaining to the
conmpul sory pooling effort, all the interest owners
were notified; correct?

MS. VANCE: Correct. And | will note
two things. One, this was an overlap, and | did
mention that in the beginning. W provided notice to
all the affected parties of the overlap. D d not
recei ve any objections, and that's covered in the
| andman statenment. So | don't think we need to ask

for approval on that.
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The other thing to note -- and |
apol ogize -- | know we're trying to nove a little
bit -- nove the hearings a little bit quicker -- but
we have voluntary agreenent fromall the working
I nterest owners. And this is sinply pooling the
overrides in this case.

So you'll just note that the pooling
exhi bit, although we do provide the full breakdown of
the ownership for the spacing unit, you'll note that
the | ast page of the pooling exhibit, Exhibit C3, is
where we |ist the overrides that we're seeking to
pull. So there is no proposal -- exanple proposal
I ncluded or AFE in this.

MR. LONE: Ckay. From what |
understand | think all the concerns | have are
answered or brought forth. So that concludes ny input
for this case. Thank you, Ms. Vance.

THE HEARI NG EXAM NER: Thank you,

M. Lowe. So Ms. Vance, we wll| take 24224 under
advi sement. Are you presenting for 24225 as well?

M5. VANCE: Yes. And the next case,
24265 which | can present both as consoli dated cases.

THE HEARI NG EXAM NER: Ckay. That
sounds great. Do you nmean 242267

MS. VANCE: Yes. | --
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THE HEARI NG EXAM NER: Ckay. Pl ease
proceed.

M5. VANCE: Yes. Ckay. So in both of
t hese cases, the pool indicated for these is going to
be Wbl fcanp pooling, and the pool nane is Di anondt ai l
Wol f canp, and the pool code is 17645.

So in case 24225 COG seeks an order
pooling all the uncommtted interests in the Wl fcanp
formati on underlying a standard 479.61-acre nore or
| ess horizontal well spacing unit, conprised of lot 1,
t he sout heast quarter of the northeast quarter, and
t he east half of the southeast quarter of irregul ar
Section 2.

And that woul d be the east half, east
hal f equi val ent of Section 2, and the east half, east
hal f of Sections 11 and 14, Township 23 Sout h, Range
32 East, Lea County, New Mexico. And COG seeks to
initially dedicate this spacing unit to the Redtai
Federal Com 701H

And then in case 24226 COG seeks an
order pooling all uncommtted interests in the
Wol fcanp formati on underlying a standard 479. 62-acre
nore or |less horizontal well spacing unit. And that's
conprised of |ot 2, the southwest quarter of the

nort heast quarter, the west half of the southeast
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quarter of irregular Section 2. And that is the west
hal f, east half equivalent, and the west half, the
east half of Sections 11 and 14. And again, that's
all in Township 23 South, Range 32 East, Lea County,
New Mexi co.

And COG seeks to initially dedicate
this spacing unit to the Redtail Federal Com 703H.

And in this case, we have provided a
copy of the application, the conpul sory pooling
checklist, as well as the statenents of |andman
M chael Monju and geol ogi st Ben Breyman, both of whom
have previously testified before the division. And
their credentials have been accepted as a matter of
record.

(Case 24225 Exhibits A through D were

mar ked for identification.)

So M. Manju's exhibit statenment is
Exhibit C, and includes the C-102, the land tract map
with a list of the unconmtted interest owners that
COG seeks to pool, which again, is just the overrides
| this case. So we have not included a copy of the
proposal or AFE.

And then this is followed by the
chronol ogy of contacts. And then we have

M. Breyman's statenment, which is Exhibit D, and
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i ncludes all the standard geol ogy exhibits. And in
both cases, M. Breyman did not observe any faulting
pi nch-outs or other geol ogic inpedinents to the

hori zontal drilling of these wells.

And then lastly are the notice
exhi bits, which include Exhibit E, a self-affirnmed
statenment fromnyself with a sanple letter that was
timely mailed on March 1, 2024.

(Case 24225 Exhibit E was marked for

I dentification.)

And then the exhibit which is the
affidavit of notice of publication which was tinely
publ i shed on February 25, 2024.

(Case 24225 Exhibit F was marked for

i dentification.)

And unl ess there are any questions, |
woul d ask that all exhibits be accepted into the
record, and that these two cases be taken under
advi sement at this tine.

THE HEARI NG EXAM NER: Case 24225, are

there any objections. Not hearing any, these exhibits

are admtted into evidence.
(Case 24225 Exhibits A through F were
recei ved into evidence.)

M. Lowe, any questions in this
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specific case?

MR. LOWE: | have no questions.

THE HEARI NG EXAM NER:  Okay, great.
This case is taken under advi senent.

I n case nunber 24226, we have Exhibits
A, B, C, D E and F. Are there any objections? Not
hearing any, these are admtted into evidence.

(Case 24226 Exhibits A through F were

mar ked for identification and received

I nto evi dence.)

M. Lowe, are there any questions in

this case?

MR. LOWNE: | have no questions. Thank
you.

THE HEARI NG EXAM NER: Okay. This case
is al so taken under advi senment. Thank you, Ms. Vance.

M5. VANCE: Thank you.

THE HEARI NG EXAM NER: We have 24227,
Mewbourne G |I. M. Bruce?

MR. BRUCE: Yes, sir. | ' m here on
behal f of Mewbour ne.

THE HEARI NG EXAM NER:  Ckay. Is this
consol idated, or is this just standing on its own?

MR. BRUCE: It's a one-off case only.

THE HEARI NG EXAM NER:  Ckay. Let's

Page 168

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



© 00 N oo o b~ wWw N

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

present it.

MR. BRUCE: Ckay. |'ve submtted the
exhibits. | would go first to Exhibit 2 [sic], which
is statenent of Josh Anderson the | andman, who has
previously testified before the division.

(Case 24227 Exhibit B was marked for

i dentification.)

What | am seeking is an anendnent of
order nunmber R-21610, which was issued in the case
23300. In that case Mewbourne sought to force pool
t he west half, east half of Section 1 and al so of
Section 12, 19 South, 32 East in Lea County for
pur poses of drilling the Bondurant 1/12 B2BO Fed Com
wel | nunmber 1H.

Exhibit Bl is a copy of the application
show ng that that was what was requested in the
application. Attached Exhibit B2 is order R-22610.
And if you | ook at that, pooling was granted, but if
you go back to the pooling checklist, page 2 of the
pool i ng checklist contained the wong well nunber and
| ocations. That was related to a sister application
filed for the east half, east half of those sections.
And that was totally nmy fault.

In collating the exhibits, | included

the wong page 2. And therefore, Mewbourne seeks to
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amend the order so that it contains a corrected
pooling checklist, which is submtted as Exhibit A

(Case 24227 Exhibit A was marked for

I dentification.)

In addition, as noted by M. Anderson,
the order expires in a little nore than a week on
March 30, 2024. Mewbourne cannot comrence the well by
t hen because there is no approved APD fromthe BLM
and therefore no APl nunber. And |I went online just
about 30 m nutes ago and doubl e checked that.

So Mewbourne is requested a one-year
extension of the order to March 30, 2025, so that it
can get an approved APD and APl nunber and commrence --
timely conmmence the well -- properly comence the
wel | .

Exhibit Cis the affidavit of mailing,
and Cl is the notice letter.

(Case 24227 Exhibit C was marked for

i dentification.)

The parties who were originally pooled
by the application were notified of this case. | only
have one green card back from WPX Energy. The other
two persons have not yet returned their green cards.
/1
/1
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(Case 24227 Exhibit D was marked for

i dentification.)

| would note that in the original case
file, it was shown that we did receive green cards
fromthese entities or persons, so that these are
valid addresses. But nonethel ess, Exhibit E is the
affidavit of publication, which shows that notice was
ki ndly published as to the interest owners. And so
all of the interest owners have noticed either by
certified mailing or by a constructive notice.

(Case 24227 Exhibit E was marked for

I dentification.)

And then Exhibit Fis sinply the
application in this case and the proposed noti ce.

(Case 24227 Exhibit F was marked for

i dentification.)

So | woul d nove the adm ssions of
Exhibits A, B, C, D, E, and F and subparts, and ask
that the matter be taken under advisenent. | did
contact the | andman, M. Anderson, and | think he's
online if you or M. Lowe have any questi ons.

THE HEARI NG EXAM NER: Ckay, thank you.
Let's take a | ook at M. Anderson and see -- yes, he
has been qualified as an expert previously.

OCkay. Are there any objections to
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these exhibits? No? Exhibits A, B, C, D, E, and F
are admtted into evidence.

(Case 24227 Exhibits A through F were

received into evidence.)

M. Lowe, do you have any questions for
M. Bruce or the | andman?

MR LOWNE: No. No. | conpleted
exhibit reviewing. Everything seens to be in order.
This is just the first year -- this is the first
extension request. Isn't that right, M. Bruce?

MR. BRUCE: That is correct, M. Lowe.

MR. LOWE: Okay. And yeah, | have no
gquesti ons anynore.

THE HEARI NG EXAM NER: Thank you.

M. Bruce, this case will be taken under advisenent.

MR. BRUCE: Thank you, sir.

THE HEARI NG EXAM NER: Let's go on to
Avant Operating 24228, 24229. Entries of appearance?

MS. BENNETT: Good norning,

M. Exam ner. Deana Bennett on behal f of Avant
Operating, LLC

THE HEARI NG EXAM NER: Good nor ni ng.

M5. BENNETT: There are no ot her
parties that | know of that have entered an appearance

I n these cases.
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THE HEARI NG EXAM NER: Pl ease proceed.

MS. BENNETT: Thank you. In these two
cases, Avant Operating seeks an extension of tine to
commence drilling the wells under the order. And this
Is the first extension request from Avant. The
materials -- we've tinely submtted exhibits, and Tab
A contains the affidavit of Sophia Guerra.

(Case 24228 Exhibit Tab A was marked

for identification.)

And she has not previously testified
before the division, but I did include a copy of her
resume for the division's convenience. Has the
di vi sion had the opportunity to review? No?

THE HEARI NG EXAM NER: Not vyet. I
will,

MS. BENNETT: Okay. |It's nmarked as
Exhi bit A3 on page 19 of the PDF.

THE HEARI NG EXAM NER: Thank you. You
go right ahead and present your cases.

MS. BENNETT: Okay.

THE HEARI NG EXAM NER:  And I'Ill do this
I n the nmeanti ne.

MS. BENNETT: Thank you. So behind her
application, we've listed the exhibits that are

traditionally included in an extension application, as
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wel |l as the declaration of nyself show ng that notice
was sent out tinely, the mailing list, the tracking
list, as well as an affidavit of publication.

(Case 24228 Exhibit Tab B was marked

for identification.)

And | will say just briefly that
paragraph 9 of Ms. Guerra's declaration or affidavit
gives a brief description of the units. And
par agraphs 15 through 19 describe the good cause for
needi ng the extension which, briefly stated, is that
Avant recently acquired this interest from Legacy and
I's now working through the process of figuring out how
these wells fit into their devel opnment schedul e as
well as the surface infrastructure necessary to
support these wells, and so is requesting an extension
of time through May 7, 2025.

And again, this is the first extension

request. Wth that, I would ask that the exhibit --
well, first I'd ask that Ms. Guerra be admtted as a
professional -- land professional in this matter, and

t hat her credentials be accepted as a matter of
record.

THE HEARI NG EXAM NER: After review of
the CV of Sophia Guerra, she is so adnitted as a

| andman expert.
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MS. BENNETT: Thank you. At this tine
then I would ask that the exhibits in cases 24228 and
24229 be admtted into the record. And |I'm happy to
answer any questions.

THE HEARI NG EXAM NER: Are there any
obj ections? No? Case nunber 24228 | am admtting
Tab A and Tab B, the exhibits behind each one.

(Case 24228 Exhibit A and Case 24228

Exhibit B were received into evidence.)

M. Lowe, do you have any questions on
this case?

MR. LOWNE: | have no questions. Thank
you.

THE HEARI NG EXAM NER: Okay, very good.
So this case is taken under advi senent.

Let's | ook at the next one, '229.

Okay. | see the sane expert here. W have Tab A and
Tab B. Are there any objections to these exhibits?
Not hearing any, they are admtted into evidence.

(Case 24229 Exhibit A and Case 24229

Exhi bit B were marked for

I dentification and received into

evi dence.)

And M. Lowe, do you have any questions

I n case nunmber 242297
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MR. LOWE: | have no questions.

THE HEARI NG EXAM NER:  Ckay. Thank
you, sir. Okay. Thank you, Ms. Bennett.

MS. BENNETT: Thank you. And just to
confirm these cases wll be taken under advi senent?

THE HEARI NG EXAM NER: They are.

MS. BENNETT: Thank you so nuch.

THE HEARI NG EXAM NER: We have 24230
Amer edev Operating. Entries of appearance?

MS5. VANCE: Yes. Hello. Good norning
again, M. Hearing Exam ner. Paula Vance with the
Santa Fe office of Holland & Hart on behal f of
Amer edev Operating, LLC

THE HEARI NG EXAM NER: Ckay. Is this
consol idated with any other?

M5. VANCE: No. |It's just one case.

THE HEARI NG EXAM NER: Pl ease go right
ahead.

M5. VANCE: Thank you, M. Hearing
Examiner. So in case 24230, Aneredev is seeking an
extension to conplete the wells under order nunber
R-22864. And with this we have included a copy of the
application, a copy of the original order, and then a
statenent from | andman, Lizzy Laufer, who has

previously testified before the division.
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(Case 24230 Exhibit A Case 24230

Exhi bit B, and Case 24230 Exhibit C

were marked for identification.)

In her statenent, she provides in
paragraph 7 an outline as to why there is good cause
to grant this extension for Aneredev to conplete the
wel | s under the order.

We' ve al so included one sub-exhibit
because Aneredev was able to reach voluntary agreenent
with two of the parties it previously pooled. So
we' ve just provided a updated pooling exhibit.

And then we have al so included the
notice, which is Exhibit D and includes a
self-affirmed statenent from nyself, a sanple copy of
the notice letter that went out on March 1, 2024.

(Case 24230 Exhibit D was marked for

I dentification.)

And then lastly, a affidavit of notice
of publication that was tinmely published on
February 27, 2024.

(Case 24230 Exhibit E was marked for

I dentification.)

And just in brief, the good case and
request for the extension is related to a force

maj eure event that took place. But they are hoping to
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be able to nove forward in the next couple of nonths
with conpletion of those wells.

And Ms. Laufer is available for any
questions. She's on the line. Thank you.

THE HEARI NG EXAM NER: Ms. Vance, how
do you define force nmjeure?

MS. VANCE: Well, however it's defined

under the contract between the parties. So | don't

have that right in front of ne, but an event -- oh,
yeah, no, | know. Onh, yeah, yeah, yeah. No, | know
what took place. |'mjust not going to make up my own
Interpretation. |I'magoing to just say it's based on,

you know, how it's defined between the parties.

THE HEARI NG EXAM NER: \hat
triggered -- what |I'm asking you, is you said good
cause was based on that --

M5. VANCE: Oh, okay. Sure. And
it's --

THE HEARI NG EXAM NER: \What happened?

MS. VANCE: \What happened?

THE HEARI NG EXAM NER:  Yes.

M5. VANCE: Okay. | thought you were
asking for a general definition. Yeah, so there was a
fire at the facility -- the takeaway facility. Yeah,

there was a fire at the primary gas treating facility.
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And so that facility is, you know, they're undergoing
any kind of reconstruction to get it back up and
running. And once it is, then Areredev will have

t akeaway at that point.

THE HEARI NG EXAM NER: Do we have any
objections to Aneredev's Exhibits A through E? Not
hearing any, they're admtted into evidence.

(Case 24230 Exhibits A through E were

received into evidence.)

M. Lowe?

MR. LOWE: | have no questions. Thank
you.

THE HEARI NG EXAM NER:  And this case is
t aken under advisement, Ms. Vance. Thank you.

M5. VANCE: Thank you, M. Hearing
Exam ner.

THE HEARI NG EXAM NER: Ckay. Now, we
have 24250 Devon Energy.

MR. SAVAGE: Darin Savage with Abadie
and Schill, appearing on behalf of Devon Energy
Producti on Conpany.

THE HEARI NG EXAM NER: Thank you.

MS. BENNETT: Good nor ni ng,

M. Exam ner. Deana Bennett appearing on behal f of

Magnum Hunt er .
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THE HEARI NG EXAM NER: Have you
revi ewed the exhibits?

MS. BENNETT: | have, yes. Thank you.

THE HEARI NG EXAM NER: Ckay. Any
obj ections?

MS. BENNETT: No obj ecti ons.

THE HEARI NG EXAM NER:  Very good.

MR. RANKI N: M. Exam ner, Adam Rankin
appearing on behal f of Matador Production Conpany, the
Santa Fe office of Holland & Hart. No objections at
this tine.

THE HEARI NG EXAM NER:  Thank you, sir.
M. Savage?

MR. SAVAGE: Thank you. Case 24250
covers lands in Sections 1, 2, and 3, Township 21
Sout h, Range 27 East, Eddy County, New Mexico. The
| andman Andy Bennett and the geol ogi st, Joe Di xon.
Both have testified before the division as expert
w t nesses, and the credentials have been accepted as a
matter of record.

In this case, Devon seeks an order to
pooling all uncommtted interest in the Bone Spring
formation, designated as an oil pool underlying a
non-standard 1, 440-acre nore or |ess spacing unit,

covering lots 13 through 16 and the south half of
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Sections 1, 2, and 3.

The proposed unit is dedicated to three
initial wells, and these are the Burton Flat 3-1 Fed
State Comwells, and that's 335, 337, and 339. The
wells are orthodox. The proposed unit is
non-standard. And Devon has subm tted previously
adm ni strative application separately for approval of
t he non-standard unit.

M. Bennett's Exhibit A for this case
I ncludes his landman's self-affirmed statenent, the
C-102s, the ownership breakdown, the well proposal
w th AFEs, and the chronol ogy of context.

(Case 24250 Tab 2 Exhibit A was marked

for identification.)

And I'd like to point out to the
di vi sion the background and procedural history of the
pool ing application is sonmewhat unique and is
descri bed in paragraph 5 of the | andman's statenent.

M. Dixon's Exhibit B for the case
i ncludes his statenent along with the five standard
geol ogy exhi bits showi ng potential for devel opnent as
described in his statenent.

(Case 24250 Tab 3 Exhibit B was marked

for identification.)

And then Exhibit Cis the notice
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exhibits. Notice for mailings and publication were
timely. All working interest owners were | ocatable
and provi ded noti ce.

(Case 24250 Tab 4 Exhibit C was marked

for identification.)

And at this tinme, M. Hearing Exam ner,
| would nove that Exhibits A, B, and C and al
sub-exhibits be admtted into the record, and that
this case be taken under advisenent.

| " mavail abl e for any questions, and
also M. Bennett and M. Dixon are avail able as wel |l
online. Thank you.

THE HEARI NG EXAM NER: Perfect. Thank
you, sir. Tabs 1, 2, 3, and 4, and the exhibits
behind them Are there any objections to receiving
theminto evidence?

MS. BENNETT: No objections.

MR. RANKIN: No objections.

THE HEARI NG EXAM NER:  Thank you.
These Tabs and their exhibits are admtted into
evi dence.

(Case 24250 Exhibits Tab 1 through

Tab 4 were received into evidence.)

M. Lowe, do you have any questions for

M. Savage or his two witnesses?
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MR. LOANE: No questions right now |
just want to make you aware, M. Savage, that your NSP
applications are still pending final approval, but
t hey have noved forward post ny review. | just want
to make you aware of that. And | think all interests
were probably notified. | think I can see in your
appl i cati ons.

So | have no other additional questions
to that.

MR. SAVAGE: Thank you, M. Lowe. W
| ook forward to those NSP applications.

THE HEARI NG EXAM NER:  Thank you,

M. Lowe. This case will be taken under advisenent,
M. Savage.

| see another case on the docket. It
| ooks like there's a notion to dism ss that was filed
I n 24251.

MR. SAVAGE: That is correct. The
notion to dismss was filed yesterday after Devon
received final joinder of the working -- parties.
Jordan Kessler infornmed ne that she was not going to
be able to make it here today, and she had no
obj ection to the case itself. And she received the
notion -- a copy of the nmotion. So | didn't hear any

obj ections on that.
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THE HEARI NG EXAM NER: Just to clarify,
these notions to dismss, there was a question
recently about who should sign these notions to
dismss. | asked the law clerk to forward themon to
the acting division director. |Is that who has signed
themin the past?

MR. SAVAGE: You know, it's

I nteresting. Sone of the parties do a notice of

di sm ssal

THE HEARI NG EXAM NER: Ri ght.

MR. SAVAGE: And that gets -- we do a
notion to dismss because we feel |ike we're asking
the --

THE HEARI NG EXAM NER: Ri ght.

MR. SAVAGE: -- OCD to do sonething.
And if | remenber right, and sonme of the other folks

may want to chime in, but | believe the hearing
exam ner signs those.

THE HEARI NG EXAM NER:  Ckay. Since |
have been here, | have not received any. Maybe one
recently, but at that point, | thought, well, these
noti ons were being signed by the acting director of
the OCD. So does anyone el se have anything to say
about who should sign a notion to dism ss?

MR. SAVAGE: | guess | would say,
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M. Examner, it may depend on whether or not it's
contested or not. But since it's not contested, our
practice generally has been -- especially when it's

t he applicant seeking to dismss its own case -- just
to give notice. But | think I'd defer to the
division's position on, you know, the appropriate
nature of who should be signing those things -- the
orders.

THE HEARI NG EXAM NER: \What woul d be a
scenario that a notion to dism ss would be contested?

MR. SAVAGE: |If there's a | egal
Issue -- if there's a threshold |egal i1ssue, parties
have filed nunmerous, you know, notions to dismss
based on | egal threshold issues.

Practice of the division has been to
often defer ruling on legal issues until after the
merits hearing is held, unless the division director
determnes that it's appropriate. But npst often that
| can think of, it's deferred until after a nerits
heari ng.

But here, there's no nerits hearing.
The applicant is seeking to dismss. | think it's
probably really up to the division, how they want to
handl e t hat.

THE HEARI NG EXAM NER:  Ckay.
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Ms. Bennet, did you have anything you wanted to say
about that?

MS. BENNETT: Thank you. | do think
that in the past it's typically been the director or
acting director who signs orders of dism ssal, even if
they are uncontested. | was just trying to | ook
t hrough sone division dockets to see if | could find
that, and | wasn't able to. But that has been ny
recollection, that it's been a division director or
acting director.

THE HEARI NG EXAM NER:  We' || Kkeep that
practice going then. Unless the division director
wants to give nme that authority, I'Il just |eave it
al one for now.

Okay. So that notion to dism ss was
filed yesterday and there's nothing nore on that case;
correct?

MR. SAVAGE: That is correct. W would
like it without prejudice. If we have to cone back,
obvi ously, but we --

THE HEARI NG EXAM NER: That's anot her
thing that I was thinking about a week or two ago is
dism ssals with prejudice, dismssals wthout
prejudice. And it seens to ne that -- it seens to ne

just unless parties want to brief this, that under due
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process it would seemthat they should be w thout
prejudice in the great majority of the cases.

MR. SAVAGE: Yeah, | have never seen
one with prejudice.

THE HEARI NG EXAM NER:  You' ve never
seen one?

MR. SAVAGE: But we put the request in
there just to be sure.

THE HEARI NG EXAM NER:  Ckay.

M . Rankin?

MR. RANKIN: | agree.

THE HEARI NG EXAM NER:  Ckay.

MR. RANKIN: W thout prejudice, yeah.

THE HEARI NG EXAM NER: Ckay. And
Ms. Bennett?

MS. BENNETT: M. Hearing Exam ner, |
agree that in the vast mpjority of cases it should be
wi t hout prejudice. And | apologize for ny voice.

THE HEARI NG EXAM NER:  Right, right.

MS. BENNETT: But in certain
circunstances, which we recently briefed, we believe
there are likely indications of the need to dismss
with prejudice.

THE HEARI NG EXAM NER:  Ckay.

MS. BENNETT: But that would be on a
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case- by-case basis, not contested -- uncontested,
excuse ne.

THE HEARI NG EXAM NER:  And that's what
| thought nyself. And you said you recently briefed.
You don't nmean that for the division. You nean for
t he conm ssion then?

MS. BENNETT: No. That's in a brief
that we filed that's pending before the division,
which | amloath to discuss today because it's not on
t he docket .

THE HEARI NG EXAM NER:  \When you say
It's before the division, though, do you nean it's
bef ore the hearing --

MS. BENNETT: Yes.

THE HEARI NG EXAM NER: It is?

MS. BENNETT: Yes.

THE HEARI NG EXAM NER: Have | received
it?

M5. BENNETT: Yes. Well, we -- just to
be clear, it's in the cross -- Franklin Muntain
Energy cross cases and you asked the parties to submt
post hearing briefing. And that is included in our
post hearing briefing in that case -- in those cases,
| shoul d say.

THE HEARI NG EXAM NER:  That was the
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hearing we had a few weeks ago with M. Fel dower [ph]?

MS. BENNETT: Yes, sir.

THE HEARI NG EXAM NER: | renenber that.
Okay. Okay. Very good. Thank you for rem nding ne
of that.

MS. BENNETT: You' re wel cone.

THE HEARI NG EXAM NER: Okay. We now
are nmoving to 24261 Hi |l corp Energy.

MR. RANKIN:. M. Exam ner, good
norning. | do have, actually two witnesses here in
person. However, they have -- | excused themfor a
moment while | wasn't sure how fast things were noving
along. So | gave themthe opportunity to --

THE HEARI NG EXAM NER: Mm hmm  cone
back to this case, if you'd |ike.

MR. RANKIN: |If that's okay.

THE HEARI NG EXAM NER: It is.

MR. RANKIN: | think that we should be
able to get it done before lunch. | asked themto
cone back. So if we can just recess these cases for a
nmonment .

THE HEARI NG EXAM NER: Let's recess on
24261 until the witnesses return. Have you had a
chance to confer with Ms. Hardy on the dates?

MR. RANKIN: We are still in process.
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She's given ne a couple dates, and I'm checking with
Apache to confirm whether those will work for them

THE HEARI NG EXAM NER:  She's there on
the screen. M. Hardy, have you had a chance to
di scuss or to finalize a date for the contested
hearing?

M5. HARDY: We are still working on
that, | think.

THE HEARI NG EXAM NER: Ckay. All
right. Okay. As |long as we get it done today, that's
all | care about.

MR. RANKIN: Ms. Hardy, since you're
on, | just sent you a note. One question | have is
maybe May 3rd. | don't know from our perspective if
May 3rd would work. That'd be the Friday. There are
contested cases already set for May 2nd, and generally
May 3rd, the Friday, is reserved for spillover day.
We hadn't discussed that, but | wonder if that may be
sonet hing that the division may consider in this
situation for this particul ar case.

THE HEARI NG EXAM NER: | f we do
May 3rd, then it would be a virtual hearing for ne.

MR. RANKIN:  Okay.

THE HEARI NG EXAM NER: | woul dn't be

here in person. So if the parties want their
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W tnesses to be here in person and prefer in person,
then it wouldn't be May 3rd.

MR. RANKIN. Ckay. Let nme take that
under advi senent.

THE HEARI NG EXAM NER:  Sure.

MR. RANKIN: And I'Il get back with
Ms. Hardy and the client. Thank you.

THE HEARI NG EXAM NER:  And whi ch case
nunmber, M. Rankin, are we tal king about right now?

MR. RANKIN: For the May hearings?

THE HEARI NG EXAM NER:  Yes.

MR. RANKIN: This is the contested case
bet wen Apache and Avant. So it's case nunber 24141
for Apache, and case nunber 24254 for Avant.

THE HEARI NG EXAM NER: 24141 and 24254,
those are the cases that are in recess for now?

MR. RANKIN: Correct.

THE HEARI NG EXAM NER:  Ckay, very good.
Just wanted to nmake sure. And then we're in recess on
24261. Okay. All right.

Let's go to 24264. Oh, is this the
sanme probl enf?

MR. RANKI N:  Yep.

THE HEARI NG EXAM NER:  Okay. Well, we

won't call that case then. Let's go to 24265,
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Crockett Operating.

M5. VANCE: Good norning, M. Hearing
Exam ner. Paula Vance with the Santa Fe office of
Hol l and & Hart on behal f of Crockett Operating Ol
Conpany.

THE HEARI NG EXAM NER: Good nor ni ng.
Are there any other parties with that?

MS. VANCE: Not that |'m aware of.

THE HEARI NG EXAM NER: Ckay. Pl ease
proceed.

M5. VANCE: Thank you, M. Hearing
Exam ner. So in this case, Crockett is seeking to
reopen case nunber 23307 to add additional m neral
owners under the order and also to extend the tine to
drill under order.

So we have included as part of the
exhi bit packet a copy of the application, a copy of
the order, which | may have already nentioned it, but
order R-22613.

(Case 24265 Exhibit A and Case 24265

Exhi bit B were marked for

I dentification.)

And then we've included a statenent
from | andman Percy Engineer, who is on the |ine and

avai |l abl e for any questi ons.
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(Case 24265 Exhibit C was marked for

i dentification.)

In his statenent, we have -- well,
first, M. Engineer has previously testified before
t he division, and his credentials have been accepted
as a matter of record. Paragraph 6 outlines the good
cause to request the extension which essentially
t hey' ve devel oped the offsetting acreage, and they are
evaluating that, as to whether or not to nove forward
with devel opment of this acreage.

We' ve al so included sonme sub-exhibits
which include a | and tract map and ownershi p breakdown
hi ghl i ghting the additional parties to be pool ed under
the order. And then we've also included a copy -- a
sanpl e copy of the proposal and | ease offer as well as
the AFE, and then a chronol ogy of contacts.

And then also included is a sanple copy
of the notice that went out for the hearing, a
self-affirmed statenent fromnyself in that sanple
notice letter which was tinely mailed on March 1,

2024.

(Case 24265 Exhibit D was marked for

I dentification.)

And al so an affidavit of notice of

publication which was tinmely published on
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February 28, 2024.

(Case 24265 Exhibit E was marked for

i dentification.)

And unl ess there are any questions, |
woul d ask the exhibits and sub-exhibits be admtted
into the record and that this case be taken under
advi senment at this tine.

THE HEARI NG EXAM NER: Ckay, thank you.
| was | ooking at the self-affirm ng statenment of Percy
Engi neer, and there we go. Okay. Okay. W' re back
on track there. | saw what | needed to see.

So are there any objections to
Exhibits A, B, C, D, and E? Not hearing any, they're
adm tted into evidence.

(Case 24265 Exhibits A through E were

received into evidence.)

M. Lowe, do you have any questions for
Ms. Vance or her w tness, Percy Engineer?

MR LOWE: | amtrying to | ook for
guestions, but ny internet is kind of slow today. |
don't know why. But |I'mfinally opening up the
exhibits. You're basically requesting an extension
again; right?

M5. VANCE: W are requesting to add

additional parties under the order and extend the tine
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to drill under the order.

MR. LOWE: Okay. And there are
i ndi vidual s that you're adding to pool -- is in the
exhibits as well as, too?

M5. VANCE: Correct. |If you go to
Exhibit Cl1, and that's page 16 of the PDF, you can see
hi ghlighted in yellow are the parties that were
originally pooled and renmai n pool ed under the order,
and then the three green highlights are the parties to
be added under the order.

MR. LOWE: Okay. And they were
noticed. GCkay. There we go. OCkay. | have no
addi ti onal questions. Thank you.

THE HEARI NG EXAM NER: Ckay. Thank
you, M. Lowe. Ms. Vance, this case will be taken
under advi senent. Thank you.

M5. VANCE: Thank you.

THE HEARI NG EXAM NER: Thank you.

Okay. So now we are noving on -- and | don't think --
M. Rankin, your witnesses aren't ready yet, are they?
Ckay, thank you. Okay.

Let's go on to 24272, Earthstone
Oper at i ng.

M5. HARDY: M. Exam ner, Dana Hardy

wi th Hi nkl e Shanor on behal f of Earthstone.

Page 195

Veritext Lega Solutions

Caendar-nm@veritext.com 505-243-5691 WWWw.veritext.com




© 00 N oo o b~ wWw N

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

THE HEARI NG EXAM NER: Pl ease proceed.

M5. HARDY: Thank you. 1In this case,
Eart hst one seeks to pool record title owners for the
pur pose of obtaining a communitization agreenent from
t he Bureau of Land Managenent. This unit involves the
Bone Spring formation underlying east half, east half
of Section 25, Township 20 South, Range 34 East in Lea
County.

I n support of the application, we have
provided the self-affirnmed statenment of |andman, Mark
Haj di k and geol ogi st, Chris Reudel huber. | m ght be
but chering his | ast nane.

(Case 24272 Exhibit A and Case 24272

Exhi bit B were marked for

i dentification.)

M. Hajdi k provides the standard | and
exhibits. The parties being pooled are identified on
Exhi bit A3, and against those are all record title
owners.

M . Reudel huber has not previously
testified and has provided his CV. He has a Master's
of Science in Geoscience from Texas Tech and has
worked in the petroleumindustry for five years. |

woul d request that he be recognized as an expert in

geol ogy.
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THE HEARI NG EXAM NER: "Il review his
CV while you're sunm ng up the case for us.

M5. HARDY: COkay. The geol ogy exhibits
I nclude a |l ocation map, cross section map, structure
map, cross section and gun barrel diagram The notice
information is included in Exhibit C and its
attachments Cl through C3.

(Case 24272 Exhibit C was marked for

I dentification.)

Notice was provided to all affected
parties, and we also did tinely published notice and
provided the affidavit of publication fromthe
newspaper .

Wth that, unless there are questions,
| request that the exhibits be admtted and that the
case be taken under advisenent.

THE HEARI NG EXAM NER: Do you have a
page nunber for the CV?

M5. HARDY: Let ne |look really quick
here. It's Exhibit Bl1. Let ne get there. It |ooks
li ke it's PDF page 32.

THE HEARI NG EXAM NER: Thank you. |

woul d suggest in the future that the CV has sone nore

words on it. This is a very bare bones CV. It
requires me to fill in blanks, which | prefer not to
Page 197

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



© 00 N oo o b~ wWw N

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

do.

Geol ogi st for

Geol ogist, and |I don't have a tinmefrane here. It just

says 2020, so
or not. And t
Geol ogist 111,

maj ority of hi

Master's of Science at Texas Tech.

havi ng, Ms. Hardy?

coul d provide

He also -- | see himon the hearing if you'd like to

ask him any questi ons.

t hat .

do. Yes, that

in, sir. That

yoursel f, pl ease.

MR. REUDELHUBER: M. Exam ner, | am
wor ki ng -- and don't have access to a canera. It's
audi o only.
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about a year, maybe | ess, Operations SWD

| don't know if that's part of the year
hen | have Asset M dstream
2019 to '23, which is, of course, the

S experience, besides his education as a

So do you understand the difficulty |I'm

MS. HARDY: M. Exam ner, | do. W
an additional CV for M. Reudel huber.

THE HEARI NG EXAM NER: Let's just do

M5. HARDY: It m ght be nore expedient.
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THE HEARI NG EXAM NER:  Sorry. | didn't
hear what you said. Could you speak |ouder, please?

MR. REUDELHUBER: Sorry about that.
am wor ki ng renote today, and | do not have access to
t he canera.

THE HEARI NG EXAM NER: | see. How do
you feel about that?

MR. REUDELHUBER: " mokay with it.

THE HEARI NG EXAM NER: No, | don't nean
you, sir. |I'mtalking about the court reporter.
You're okay with swearing sonmeone in if you can't see
themraising their right hand? Ckay.

THE REPORTER: Pl ease raise your right
hand.
VWHEREUPON,

CHRI S REUDELHUBER

call ed as a witness and having been first duly sworn
to tell the truth, the whole truth, and not hi ng but
the truth, was exam ned and testified as follows:

THE HEARI NG EXAM NER: M. -- do you
say Reudel huber?

THE W TNESS: Yes, M. Exam ner.

THE HEARI NG EXAM NER: Can you talk
about -- | just see Master's of Science in Geoscience

Is at Texas Tech. | don't have any dates of
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adm ssion. \Wat years were you there?

THE WTNESS: Yes, sir. That was from
2017 to 20109.

THE HEARI NG EXAM NER:  Ckay. And what
subjects did you study for a geosciences degree?

THE W TNESS: Geochem stry, but
sedi nent ol ogy, geochem stry, that was the nmain
backgr ound.

THE HEARI NG EXAM NER: Ckay. What did
you say agai n?

THE W TNESS: Sedi nent ol ogy and
geochem stry was the focus of study.

THE HEARI NG EXAM NER: And Ms. Hardy,
you're asking for me to qualify himas an expert in
whi ch field?

M5. HARDY: In petrol eum geol ogy,

M. Exam ner. He has --

THE HEARI NG EXAM NER:  Petrol eum
geol ogy.

MS. HARDY: Yes.

THE HEARI NG EXAM NER: Ckay. All
right. Okay. So M. Reudel huber, what part of your
educati on speaks to petrol eum geol ogy?

THE W TNESS: So ny under gr aduat e

degree was focused in petrol eum geosci ence as wel |,
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and ny master's, | dealt with petrol eum geosci ence as

wel | .

THE HEARI NG EXAM NER: I n whi ch
subj ects?

THE W TNESS: Sedi nment ol ogy,
exploration. | did short courses with Exxon.

THE HEARI NG EXAM NER:  Ckay. As an
Asset M dstream Geologist 11l for CrownQuest, describe

your duti es.

THE W TNESS: So CrownQuest Operating
is a Mdland Basin operator. And duties there were to
supervise the assets and devel op horizontal well
devel opnents, |ike, across the assets, specifically in
t he M dl and Basi n.

THE HEARI NG EXAM NER:  And how did
you -- you know, M. Reudel huber, try to help me out
here and connect your education and your experience
with the field you are trying to be qualified in. |
realize it's a | ow bar.

THE W TNESS: Yes, sir.

THE HEARI NG EXAM NER: But still, |
need nore fromyou. So can you explain how your job
trai ned you as a petrol eum geol ogi st ?

THE W TNESS: Specifically, at
CrownQuest Operating or --
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THE HEARI NG EXAM NER:  Yes, sir.
That's what we're tal king about.

THE W TNESS: Yes, sir. So that job
was not nuch different fromwhat |I'm doi ng now at
Perm an Resources -- geol ogi c mappi ng, exploration,
basi ¢ petrophysics, basically everything that you do
to go develop a horizontal devel opnent and plan wells,
and exploit those wells.

THE HEARI NG EXAM NER: And at
Eart hst one Energy, what are the dates that you were a
geol ogi st there?

THE W TNESS: Yes, sir. So Sept enber
of "23 to, | think, md-October is when we were
acquired by Perm an Resources, and that is ny current
pl ace of enpl oynment now.

THE HEARI NG EXAM NER:  Ckay. And " SWD"
means - -

THE W TNESS: Salt water disposal
wells, sir.

THE HEARI NG EXAM NER:  Ckay.

Ms. Hardy, do you want to make a | egal argunment on why
| shoul d accept this gentlenman as an expert in
petrol eum geol ogy?

MS. HARDY: Sure. | think his

education and training denonstrate that he has
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experience in evaluating prospects for oil and gas
devel opnent. That's what you study as a geol ogi st.
And he has a master's degree in that.

Many of the w tnesses who appear before
t he division and provi de opinions on geol ogy do not
have a master's degree. So | think his qualifications
are nore than sufficient to denonstrate that he is
qualified to provide opinions that are expert opinions
rather than lay opinions in the area of geol ogy.

THE HEARI NG EXAM NER: Ckay. Are there
any objections? Okay, Ms. Hardy, I'll admt himas an
expert in petroleum geosciences, or is it petroleum
geol ogy?

M5. HARDY: | think it could be either
one. | think petrol eum geology is how people
typically refer to it.

THE HEARI NG EXAM NER:  Ckay. But |
wi Il caution you that it wasn't -- it should' ve been a
| ot easier to do this.

MS. HARDY: Not ed, M. Exam ner. And |
wll say that in the past we really, | think, experts
have been qualified based on their education, and we
haven't provided extensive information on that, but we
can go ahead and do that in the future.

THE HEARI NG EXAM NER: | think so --
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nore than this. It doesn't have to be extensive, but
nore than what | have here that is outlined in about
these 35 words on this CV. Ckay.

MS. HARDY: Understood. Thank you.

THE HEARI NG EXAM NER: Okay. So let's
get your exhibits admtted into evidence. W have
Exhibit A and B and C and subparts. Are there any
objections to any of these exhibits? Not hearing any,
they are admtted into evidence.

(Case 24272 Exhibit A, Case 24272

Exhi bit B, and Case 24272 Exhibit C

were received into evidence.)

M. Lowe, do you have any questions for
Ms. Hardy or her two w tnesses?

MR. LOWNE: | just want to reassure that
the work of -- the interest that you're pooling here
Is very limted; right? Not very nuch.

THE HEARI NG EXAM NER: M. Lowe, who is
the question directed to?

MR. LOWE: Dana Hardy.

THE HEARI NG EXAM NER:  Ckay.

M5. HARDY: Yes. That's correct,

M. Lowe. The working -- we are not pooling any
wor ki ng interest or overriding royalty interest.

MR. LOWE: Yeah.
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M5. HARDY: We're only pooling BLM
record title owners to obtain a comunitization
agreenment fromthe BLM

MR. LOWNE: Oh, okay. GCkay. All right.
Wel |, thank you for that clarification. That
concl udes ny questions. Thank you.

THE HEARI NG EXAM NER:  Thank you,

M. Lowe. Ckay. Thank you, Ms. Hardy. This case

w || be taken under advisenent. W only have one case
| eft in order that we're going, but we need to cone
back. Do you have your w tnesses?

MR. RANKI N: M. Examner, | think if
we took a short, five-mnute break, we could concl ude
t hese two cases before |unch.

THE HEARI NG EXAM NER:  Ckay.

MR. RANKIN:. And then |I can bring ny
XTO wi t nesses back for the afternoon, for the -- gas
case.

THE HEARI NG EXAM NER:  Ckay.

MR. RANKIN: So if we take a short
break, they should be here. They're on route fromthe
hotel right now.

THE HEARI NG EXAM NER: Oh, | see.

MR. RANKI N:  Yeabh.

THE HEARI NG EXAM NER: And do we have
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any resolution on the May contested heari ng date?

MR. RANKIN:. | do not. I'mwaiting
still for themto confirmthat the dates that are
provided or the Friday right -- or the Thursday,

Friday right before a holiday weekend. So |I'm waiting
to see if they're avail abl e.

MS. HARDY: And M. Exam ner, | also am
trying to determ ne whether ny wtnesses are avail able
possi bly on May 3rd.

THE HEARI NG EXAM NER:  Ckay.

M5. HARDY: So |I'm working on that.
They have to corral everyone and find out who is
avai l abl e and when. So apol ogies for the delay, but
we're working on it.

THE HEARI NG EXAM NER:  So | don't
know -- we're not really just -- we're not just
relegated to May 3rd, though. W could have the
hearing May 7, May 8, | believe May 9. | don't know
If 1"ve already set one for May 9, but seens famliar.
But there are other days that we can | ook at.

MR. RANKIN: Yeah, we have informed our
clients that all dates are on the table.

THE HEARI NG EXAM NER: Ckay, fi ne.

MR. RANKIN: And so it's a matter of

trying to get, you know, on each client's end nunmerous
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potential, you know, w tnesses and their schedul es
al i gned.

THE HEARI NG EXAM NER:  And are those
your witnesses for the | ast case?

MR. RANKIN: No. This is the -- these
are our witnesses for the Hilcorp case.

THE HEARI NG EXAM NER:  Okay.

MR. RANKIN: So we can proceed on those
two and get those w apped up before |unch.

THE HEARI NG EXAM NER: So if I'm-- so
let's call the case nunmbers. |Is that 242617

MR. RANKIN: That is correct, and

24264.

THE HEARI NG EXAM NER:  Thr ough ' 64 or
and ' 647?

MR, RANKIN:  And.

THE HEARI NG EXAM NER: And ' 64, okay.
all right. I'mcalling 24261 and 24264. Entries of

appear ance, please.

MR. RANKI N. Good norni ng,
M. Examner. My it please the division, Adam Rankin
appearing in these cases with the Santa Fe office of
Hol l and & Hart on behalf of the applicant Hilcorp
Ener gy Conpany.

THE HEARI NG EXAM NER: Are there any
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ot her parties?

MR. RANKIN:. Not to my know edge,
M . Exam ner.

THE HEARI NG EXAM NER: COkay. Very
good. Pl ease proceed.

MR. RANKIN. M. Exam ner, we have two
w t nesses who have cone all this way from Houston to
appear in front of the division in live question -- so
| would ask that they each be sworn in, and I wll ask
themto adopt their testinmony. And if the division
has any questions, then we can proceed that way.

THE HEARI NG EXAM NER: Now, let nme pull
up the case file. |In the neantine, would you swear --
gentl enmen, would you cone down and sit at the counsel
t abl e, because we don't have roomin the w tness box
for both of you or all three of you? Is it three
W t nesses?

MR. RANKI N Two.

THE HEARI NG EXAM NER:  Two wi t nesses.
Okay. Yes, please. And then would you state your
name for the record before he swears you in?

MR. CREEKMORE: Charles E. Creeknore,
CREEKMORE and I'ma | andman.

THE HEARI NG EXAM NER:  And i f you want

to turn your m crophone on, then we could probably
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hear you. But | heard what you said.

MR. CREEKMORE: Ckay.

MR. BRANDHURST: Ray Brandhur st
Reservoir Engineer, B-R-A-N-D-H U R S-T.

MR. RANKIN:. Thank you. Wth that,
M . Exam ner --

THE HEARI NG EXAM NER:  We still have to
swear themin.

MR. RANKIN: OCh, you're right. Sorry.

THE REPORTER: 1'Ill stop you, sir.
Pl ease raise your right hand.
VWHEREUPOQN,

CHARLES CREEKMORE,

called as a witness and having been first duly sworn
to tell the truth, the whole truth, and not hi ng but
the truth, was exam ned and testified as foll ows:

THE REPORTER: Thank you.

And you, sir.
VWHEREUPOQN,

RAY BRANDHURST,

call ed as a witness and having been first duly sworn
to tell the truth, the whole truth, and not hi ng but
the truth, was exam ned and testified as foll ows:

THE REPORTER: Thank you.

MR. RANKIN: Thank you, M. Exam ner.
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Filed on Tuesday in both these cases was an exhibit
packet reflecting the request here fromHilcorp to

all ow an increase in well density in two spacing units
t hat are adj acent.

The application is included in the
exhi bit packet for each of these cases. Attached as
Exhibit Ais the self-affirmed statenment of Hilcorp's
| andman, M. Charl es Creeknore.

(Case 24261 Exhibit A and Case 24264

Exhi bit A were marked for

i dentification.)

Attached to is self-affirnmed statenent,
he has previously testified before the division
numerous tinmes and has previously been qualified in an
expert in petroleuml|and matters. Attached to his
self-affirmed statenent is a notice area map, which
i dentifies the area around the proposed spacing unit
where affected parties are required to receive noti ce,
as well as a list of those affected parties who did
recei ve notice.

M. Creeknore's affidavit |ays out the
request for an increase in well density, the basis for
it and the applicable rules that govern, and the
reason why we're having to cone to a hearing on that

request.
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affirmed statenent of M. Ray Brandhurst,

engi neer.

testified before the division,

Attached i s Exhibit B. It Iis the

petrol eum

(Case 24261 Exhibit B and Case 24264

Exhi bit B were narked for

I dentification.)

M . Brandhurst has not previously

and he has not been

previously qualified as a petrol eum engi neer. W

attached to his self-affirmed statement Exhi

which is a copy of his resune. It l|lays out

educati onal

qualifies himto testify as an expert

bit Bl
hi s

background and work experience that

engi neeri ng.

i n petroleum

We ask at this time, M. Exan ner,

based on his qualifications and his resune,

accepted as an expert in petrol eum engi neeri

PDF is the

t hat he be

ng.

THE HEARI NG EXAM NER: \What page in the

Cv?

MR. RANKIN:. | will let you knowin a

monment. Oh, ny page nunber is m ssing here.

sorry, M.

Exam ner. At least if | can pul

I''m

It up

el ectronically -- one noment. That woul d be page 18

out of 32.

THE HEARI NG EXAM NER:  Ckay.
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MR. RANKIN: It should be the sane page
i n both case nunbers.

THE HEARI NG EXAM NER: Okay. And you
are seeking to qualify himas an expert in what?

MR. RANKI N: Petrol eum engi neeri ng.

THE HEARI NG EXAM NER: How i s that
different from petrol eum geol ogi st?

MR. RANKI N: Ceol ogi sts, M. Exam ner,
tend to focus nore on the structure, the rocks, the
pour space, the content of the rocks, m nerol ogy.

Engi neers are nore focused on -- and you can ask him
to describe this better -- nore focused on the forces,
t he engi neering, the pressure gradients, how to drain,
how to devel op the acreage, as opposed to, you know,
where the oil is |located and what the rock contains.
The engi neers focus on how to get it out.

THE HEARI NG EXAM NER: Thank you.

MR. RANKIN: That's a plain-Jane
statenent on the difference.

THE HEARI NG EXAM NER: Ckay. Based on
the CV of M. Ray Brandhurst, he is so qualified as a
petrol eum engi neer. Please proceed.

MR. RANKIN: Thank you, M. Exam ner.
M. Brandhurst reviews the basis for the request to

I ncrease the well density in this case. He gives an
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overvi ew of the spacing unit, the proposed |ocation of
two new wells that will be drilled that will target
reserves that will remain unrecovered under the

exi sting well density.

Attached to his exhibit is an
affidavit; also, is the analysis that Hilcorp has done
to evaluate the original gas in place, which is B2 --
|"msorry -- rather, it's B3. B4 is a cunulative gas
produced exhi bit that shows how nmuch gas has been
produced generally within the area. B5 is an exhibit
show ng the remaini ng recoverable gas, which is
essentially a subtraction of the cunul ative gas
produced fromthe original gas in place.

And then B6 is a volunetric analysis on
the specific spacing unit, showi ng their assessnent of
what the remaining recoverable reserves are in place
that will remain unrecovered under the existing
spaci ng density, and how nuch they expect to recover
within the spacing unit if these additional wells are
perm tted and approved.

THE HEARI NG EXAM NER: M. Rankin, how
IS this case related to '64?

MR. RANKIN: So these cases are side by
side. They're west half -- they're 320-acre spacing

units, and they're in the sanme section. So case 24261
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Is the west half, and case 24264 is the east half.

And so essentially, they're very
simlar. The analysis is the same. Two additional
wel |l |l ocations are proposed for each spacing unit to
enable H lcorp to recover the unrecovered reserves in
t he section overall

Now, in addition, M. Exam ner, we have
provided notice to the affected parties who are in the
of fsetting spacing units surrounding the section,
around each of the spacing units.

(Case 24261 Exhibit C and Case 24264

Exhi bit C were marked for

I dentification.)

Those parties are identified in
M. Creeknore's affidavit. And the sanme parties are
af fected because it's a producing area within a unit.

So we've provided confirmation that
each of those parties have been given notice of the
application and of the hearing by certified mail, as
well as the status of those deliveries.

And then out of an abundance of
caution, we have provided an affidavit of publication,
reflecting that each of those parties also received
notification -- instructive notice through

publ i cati on.
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(Case 24261 Exhibit D and Case 24264

Exhi bit D were marked for

i dentification.)

M. Examner, just as a little bit of
background, because you haven't seen these cases, but
there was a tinme when we woul d present approximtely
ten of these cases every two weeks for about two or
three years. So it was a process that we went through
almost on a -- multiple tinmes a nonth.

And it was a little bit of a process,
and so we went to the division and then the conm ssion
ultimately to request an increase in well density by
rul e.

And out of an agreenent between the
parties, we cane to an accommpdati on where Hilcorp's
focus had been at the tinme to identify existing
wel | bores that they could reconplete into the
Mesaverde allow ng themto target those unrecovered
reserves.

In sone instances, however, there is no
exi sting well bore that they could utilize to
reconplete into the zone in the Mesaverde. And that's
the situation here.

So there are no existing well bores that

are available for themto target those unrecovered
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reserves. And so in this instance, they are required

to drill new well bores to access those reserves.
The rul emaking that we went to -- it
was not really a rulemaking. It was a pool rule

hearing authorized Hilcorp to reconplete those

exi sting well bores without having to go to hearing.
But if there are new wells required, then those wells
woul d have to go to hearing.

So for the nost part, they've been able
to proceed to reconplete their wells w thout having to
go to hearing anynore. So you haven't seen them for
quite sone tine. But in this instance, because two
new drills are required in each of the spacing units,
we're having to appear for hearing.

So unless there are any additi onal
guestions, M. Exam ner, M. Creeknore and
M. Brandhurst did travel all the way from Houston to
be here in person, since it's been so long for themto
appear before the division. But if there are no
further questions, M. Exam ner, | would nove the
adm ssion of Exhibits A through D in each of the cases
and ask that they be taken under advi senent.

THE HEARI NG EXAM NER: Thank you. Are
there any objections to these exhibits? Not hearing

any, Exhibits A, B, C, D, and the exhibits behind are
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all admtted into evidence in case nunbers 24261
24264.

(Case 24261 Exhibits A through D and

Case 24264 Exhibits A through D were

recei ved into evidence.)

M. Lowe, let's start with any
guestions you have.

MR. LOWE: Good afternoon, M. Rankin
agai n.

MR. RANKIN: Good norni ng.

MR. LOWE: Okay. Good afternoon. Just
to get an understandi ng of what's going on here, these
-- pertains to -- the first case pertains to the west
hal f of Section 32; right?

MR. RANKIN: That's correct.

MR. LONE: And then the other case is
the east half of Section 327

MR. RANKIN: Correct.

MR. LOWE: Okay. For the first case,
the one in the west half, currently right now, there
I's how many wells there right now?

MR. RANKIN: There are four wells
existing in that west half spacing unit, and there are
four wells existing in the east half spacing unit.

MR. LOWE: Okay. And on the western
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one -- let's stay with that one case for right now --
on the west half there's four right now, and you coul d
add how nmany nore now?

MR. RANKIN: Hilcorp proposes to add
two additional wells to target the unrecovered
reserves in that spacing unit.

MR. LONE: Okay. So there's four now
exi sting, and then those two that are still pending
the APl nunbers; correct?

MR. RANKIN:. That's correct.

M. Brandhurst may be able to advise you on the
status, but | believe that they've been filed, but
they're still pending.

MR. LOAE: And that is the unit well
number 109N and the 109P; right?

MR. RANKIN: Yeah, that's correct.

MR. LOWE: Okay. And thanks for that
clarification. And the page 12 of your exhibits shows
a map. And that map, according to the |legend, | am
uncl ear to understand which one on the |ower |eft-hand
corner indicates Mesaverde Proration Unit as far as
the |ining goes.

MR. RANKIN:. So M. Exam ner --

MR. LONE: \Vhere is that?

MR. RANKI N: So yeah, | think to

Page 218

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



© 00 N oo o b~ wWw N

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

address your question, you'll see in the center of
your exhibit there's an area within Section 32 that's
outlined as the spacing unit, and it's defined as

the -- with the hash mark. And then the offsetting
spacing units are the area that is subject to the
affected party notice requirenents.

MR. LOWNE: Okay. |It's kind of hard for
me to deci pher what is what, because | -- well, in
this case down here, the west half is pertaining to
the subject matter of this case. The area of notice
that you all provided, is that indicated here as well,
too, on the map?

MR. RANKIN: Yes. Yes, it is. It's a
little bit -- yeah, | agree, it's a little bit hard to
di scern, but neverthel ess, the boundaries that
surround essentially each of the spacing unit.

There's a 320-acre spacing unit surroundi ng the
proposed -- the subject spacing unit in the west half
of 32. And those 320-acre spacing units are defined
by the broken boundary line, and that's the subject
ar ea.

So | ooking at it, it's the north half
of 7, north half of 8, the north half of 9. It would
be the east half of 31, the east half of 32, and then

the east half of 30, the west half of 29, and the east
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hal f of 29.

MR. LOWE: What you verbalized just
now, is that indicated or witten anywhere in your
exhi bits?

MR. RANKIN: Yes. |It's on the
Exhi bit B2 or A2.

MR. LOWE: Ckay.

MR. RANKI N: O Al, rather. Sorry --
Al.

MR. LONE: Ckay. This is all -- and
then in reference to that, the page after this one,
page 13, | guess, those are the people who were
provi ded notice -- entities?

MR. RANKIN: Yeah. Those are the
owners or interest owners, affected parties under the
division's rule that had an interest in all those
offsetting tracts.

MR. LONE: Ckay. It would be nice if
you woul d | abel that to indicate, you know, for future
so when the witeup i s being done on our side for the
order, it can be verified there, other than assunption
then that -- of what is here, but --

MR. RANKIN. Well, M. Creeknore
testifies that Exhibit A2 identifies the affected

parties in the offsetting spacing units --
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3

LOVNE: Ckay.
RANKIN: -- that are required to be

3

noti ced.

MR. LOWE: Okay.

MR. RANKIN: | think it's laid out and
his affidavit explains who they -- what that is, yeah.

MR. LOWE: Ckay. GCkay. Thank you for
t hat . So okay. In reference to the -- well, let's
continue with this case. So all the people of
I nterest pertaining to this request were all notified
and they were all -- and you all have received
verification that they were notified; right?

MR. RANKIN:  Correct.

MR. LONE: Ckay. And then on the | ast
page of your exhibits, page 32, |I'm assum ng that was
just a newspaper publication. | don't --

MR. RANKIN: That's the affidavit of
publication we received fromthe newspaper giving a
sworn statenment that the application -- rather, the
notice actually ran in the newspaper on the date
provi ded.

MR. LOWE: And that was just done in
cautionary node?

MR. RANKIN: Yeah. | nean all these

folks are on Hilcorp's pay deck. And so they -- |
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believe they all are folks that are well known.
They're part of the producing area.

MR. LONE: Okay. | don't know exactly
what's being presented here in the exhibits because
t he cu-out portion of the newspaper appears to be
over |l appi ng each other. | don't know. And the
i nformation provided here, it's covering up other
addi tional text on the exhibit.

So to verify this portion of the
exhi bit being justified and valid, | would not say
that is so in this case here, just for that page only.

MR. RANKIN: | can ask the newspaper
can give us a clearer copy. | think you're saying
because sone of the text is a little folded over, it's
alittle hard to read, is that your question?

MR. LOAE: Yeabh. Basically, what's
presented here is not -- | nmean yeah, it's not -- it's
not clear. 1It's not clear and concise, and if it cane
down to it, you know, if the OCD noves forward to
approve this order, and then sonebody objects sayi ng
that we didn't do so then we as an organi zation tries
to provide evidence to or objects to this stuff that's
presented here doesn't -- it's not too clear and
concise in that sense. And so | would --

THE HEARI NG EXAM NER: M. Lowe?
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M. Lowe? Let's just ask for a revised exhibit. 1Is
t hat possible, M. Rankin?

MR. RANKIN: | hope so. This was
scanned to us by the newspaper. So |I'm hoping that
they still have a copy --

THE HEARI NG EXAM NER:  Ckay.

MR. RANKIN. -- that they can get us a
clean --

THE HEARI NG EXAM NER: M. Lowe, |
think this can be fixed by requesting and giving sone
time to the applicant just to submt a revised exhibit
packet with a cover letter, and hopefully they'|ll be
able to get a better copy. |If not, they'll explain
that they can't.

MR. LONE: Well, and that's the route |
was going to go to, M. Exani ner.

THE HEARI NG EXAM NER:  Ckay.

MR. LOWE: But that's going to be the

case. | hope this is not the same -- if this is the
sane scenario for the other case, | would advi se that
happen there as well, too. But | think that concl udes

my questions for how.

THE HEARI NG EXAM NER: For this case.
Okay. So M. Rankin --

MR. RANKIN: Yeah, it's hard to tell,
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M. Examiner. | can't quite tell if they fol ded over
a page. Sonetimes newspapers do that. They don't
really understand the significance of what they're
doi ng.

THE HEARI NG EXAM NER:  Ckay.

MR. RANKIN:. O why they're sending us
t hese things.

THE HEARI NG EXAM NER:  Ckay.

MR. RANKIN:. So | wll follow up wth
them | can't quite tell, nyself, if it's been fol ded
over or not. It appears that nay have been the case

In order for themto scan the image on an 8-1/2 by 11

page.
THE HEARI NG EXAM NER:  Ckay.
MR. RANKIN. So I'll follow up with it
and see if | can get a clean copy of the actua

publication and notice that ran.

THE HEARI NG EXAM NER: Let's keep the
hearing record open for a nunber of days. How many
days woul d you |ike?

MR. RANKIN: Gven that this is the Rio
Arriba newspaper, and they take a little bit of tine.
So if you would give ne at | east a week, yeah.

THE HEARI NG EXAM NER: A week? A week?

MR. RANKIN: A week, yeah.
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THE HEARI NG EXAM NER: All right. How
about -- okay. Let's get a date here so there's no
confusion here. So today is the 21st; 29th -- Friday
the 29th by cl ose of business?

MR. RANKIN: O March?

THE HEARI NG EXAM NER:  Yes.

MR. RANKIN: That may be Good Fri day.
| should be able to get it by then, though,

M. Examiner. | think if | have any probl ens not
being able to get it, I'll drive up to Rio Arriba
nmysel f and see if we can get it figured out.

THE HEARI NG EXAM NER:  Sounds good.
Okay. Now, 24264, did | admt the exhibits in that
case?

MR. RANKIN: | believe you did,

M . Exam ner for both cases.

THE HEARI NG EXAM NER:  Ckay.

MR. RANKIN:. So I think, yeah, unless
there's any questions from M. Lowe or any of the
ot her exam ners, yeah, we ask the case to be taken
under advi senent.

THE HEARI NG EXAM NER: Ri ght.

M. Lowe, any questions in 24264 before we break for
| unch?

MR. LOWE: Not at this tine.
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THE HEARI NG EXAM NER: Ckay. And did
you | ook at that newspaper publishing to see whether
or not it was |egible?

MR LOWNE: | amtrying to get to that
ri ght now.

MR. RANKIN: It looks like it has -- it
possi bly has a portion of it folded over,

M. Examner. And we'll address both those in our
suppl enental subm ssi ons.

THE HEARI NG EXAM NER: Ckay. Ckay.

Very good. Then we have notes as to what we have.

Al right.

MR. RANKI N:  Yeabh.

THE HEARI NG EXAM NER:  So M. Lowe, we
will take these two cases under advisenent, and we
will wait for M. Rankin to file an anended exhi bit
packet to cure the illegible notice --

MR. LOWE: That, and the map on page --
on the -- I'"'mlooking at the map as well, too, to

di stinguish the area of proper notification in
reference to the spacing unit.

THE HEARI NG EXAM NER: \What page numnber
is that, M. Lowe?

MR. LOAE: In the latter case, it would

be page 12. In the previous case, | think it was
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page 13 or 12 as well, too. | don't recall.
THE HEARI NG EXAM NER:  Ckay. Let's
wait for M. Rankin.
MR. RANKIN: They're both page 12.
THE HEARI NG EXAM NER:  Ckay.
MR. LONE: Ckay. Yeah, just to
di stinguish what's the area of concern for the unit
and then the area of where it's been noticed to.
MR. RANKIN:. Ckay. We will make sone
col or-codi ng changes to nake it very clear.
MR. LOWE: Ckay.

THE HEARI NG EXAM NER: Ckay. M. Lowe,
does that handle all of your questions for this case?
MR. LONE: | believe so.

THE HEARI NG EXAM NER: Ckay, very good.
Al right. M. Rankin, we will take 24261 and ' 64
under advi senent, keeping the record open for those
two nodifications to your exhibit packet. We wll
t hank your wi tnesses for traveling from Houston.
Sorry that you didn't have any questions, but your
counsel did a good job on your behal f.

We are going to break for lunch. It is
12: 20 now. Let's cone back at 1:30.

MR. RANKI N:  Okay.

MS. HARDY: Your Honor?
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THE HEARI NG EXAM NER: Ch, yes,
Ms. Hardy?

M5. HARDY: Thank you. | was not
pl anning to cone back. |'mnot involved in the | ast
case. And | don't know when M. Rankin and | are
going to hear fromour respective clients on the Avant
Apache cases. |'mwondering if we could advise the

division by email regarding availability and work

to --

THE HEARI NG EXAM NER: By al |l neans.

M5. HARDY: -- provide a hearing date.

THE HEARI NG EXAM NER: By all neans,
you can al so communicate with M. Rankin since I'll be
with himthis afternoon. |If you guys work sonething

out, he can nmake representations on your behalf if you

will allowit.

M5. HARDY: That's fine.

THE HEARI NG EXAM NER: Ckay. Then we
wi Il conme back on the record at 1:30 for the | ast
case, XTO. | don't have the case nunber in front of
me because ny conputer is dead. And we will also cone
back for a hearing date for 24141 and 24254. | hope

everyone has a good |unch. Thank you.
MR. RANKI N. Thank you.
(OFf the record.)
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THE HEARI NG EXAM NER:  All ri ght,
M. Cogswell, we are going to go on the record. It is
1:37 p.m, March 21, 2024. And we are here to hear
case nunber -- let's see -- it Iis case nunber 24273,
XTO Perm an Operating. Entries of appearance, please.

MR. RANKIN. Good afternoon,

M. Hearing Exam ner. Adam Rankin with the Santa Fe
office of Holland & Hart appearing on behalf of the
applicant in this case, XTO Perm an Operating, LLC

And -- I'msorry.

MS. VANCE: And Paula Vance with the
Santa Fe office of Holland & Hart on behal f of XTO.

THE HEARI NG EXAM NER: Ckay, good. We
have four wi tnesses that we're going to get sworn in
by the court reporter as a group. So would you all --
actually, one at a time, would you state and spell
your nanme? You're going to have to cone up to a
m crophone to do this.

So conme up all of you, please, and one
at a tinme state and spell your nanme for the record,
and then we'll get you all sworn in at the sane tine.

MR. OLIVAS: Rey lIlsaac divas, RE-Y
| -S-A-A-C O L-1-V-A-S.

THE HEARI NG EXAM NER: Thank you, sir.

MR. HEHMVEYER: Onven Hehneyer, O WE-N
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H- E- H M E- Y- E-R

MR. LOPEZ: Carlos Lopez, CG-A-R-L-OS
L-O P-E- Z

THE HEARI NG EXAM NER: Okay. And then
we have a virtual w tness.

MR. TURNER: Can you hear ne?

THE HEARI NG EXAM NER:  Yes, we can.

MR. TURNER: Okay. It's Weston Turner,
WE-S-T-OON T-U-R-N-E-R

THE HEARI NG EXAM NER: Ckay. Would you
all raise your right hands.
VWHEREUPOQN,

| SAAC OLI VAS, OWEN HEHMEYER, CARLOS LOPEZ
AND VESTON TURNER,

call ed as witnesses and having been first duly sworn
to tell the truth, the whole truth, and nothi ng but
the truth, were exam ned and testified as follows:

THE HEARI NG EXAM NER: M. Turner, did
you say, "I do"?

THE W TNESS TURNER: | do.

THE HEARI NG EXAM NER: Good. Thank
you. | didn't hear you.

Let's deal with the exhibits at this
time. M. Rankin?

MR. RANKIN: Thank you, M. Exam ner.

Page 230

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



© 00 N oo o b~ wWw N

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

On Tuesday we filed, in advance of today's hearing, an
exhi bit packet in the case 42473. The exhi bit packet
is conprised of Exhibits A through F.

Exhibit Ais a copy of the application
that was filed with the division.

(Case 24273 Exhibit A was marked for

i dentification.)

Bis a self-affirnmed statement of I|saac
Oivas, who is a facilities engineer and XTO s first
W t ness.

(Case 24273 Exhibit B was marked for

I dentification.)

Attached to his Exhibit Bis
sub-exhi bits Bl through B5, which are suppl enent al
exhibits, and I'll reviewthose in a little nore
detail. Exhibit Bl is his curriculumyvitae.

M. divas has not previously testified before the
di vi si on.

His CV reflects his education and work
experience as a facilities engineer. And we would ask
that the division, based on his credentials, his
education, and work experience tender M. Oivas as an
expert in facilities engineering.

THE HEARI NG EXAM NER:  And what page is
his CV on?
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MR. RANKIN: | -- we'll get that. One
noment. Sorry. | seemto have | ost my bookmarks on
this copy. One nonent. | had a nice booknarked
version of this, M. Examner, and | think when it
goes through the division's filing system we |ose all
t hose nice bookmarks, which is detrinental.

THE HEARI NG EXAM NER: Mm hmm  Mm hnm

MR. RANKIN: | apologize. | thought |
had it up. One nonent. | apologize, M. Exam ner. |
t hought | had the exhibit packet electronically open
in nmy folder, but | do not. One nonent, please.

MR. MCCLURE: It may be page 75 of 228.

THE HEARI NG EXAM NER:  Thank you.

MR. MCCLURE: | don't know what it is
on yours, M. Rankin, though.

THE HEARI NG EXAM NER: It is. | have
it. That's perfect, thank you, M. MC ure.

Okay. So we're trying to admt him as
an expert in what field?

MR. RANKIN:. Facilities engineering,

M . Exam ner.

THE HEARI NG EXAM NER: \What is a
facilities engineer?

MR. RANKIN:. Facilities engineer is one

who is in charge of basically surface operations,

Page 232

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



© 00 N oo o b~ wWw N

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

maki ng sure they're operating correctly and nmaking
sure they' re operating efficiently, and otherw se
neeting the requirenments of their operations and
safety and operational paraneters.

THE HEARI NG EXAM NER: Thanks. |'ve
never heard that before. Thank you.

MR. RANKIN. So yeah, we woul d ask,
based on his credentials outlined in his CV, that he
be accepted and tendered by the division as an expert
in facilities engineering.

THE HEARI NG EXAM NER:  Ckay, thank you.

MR. RANKIN: Let ne just see if | can
do this so | can address your questions on the case
nunmbers.

THE HEARI NG EXAM NER: | don't have any
guestions yet. |I'mlooking at it.

MR. RANKIN:  Okay.

THE HEARI NG EXAM NER:  Ckay,

M. divas, you are hereby admtted as an expert in
this field of facilities and surface facility
engi neer. M. Rankin, surface facility engineer?

MR. RANKIN: That's suitable.

THE HEARI NG EXAM NER: Ckay, fi ne.
Surface facility engineer for the purposes of your

testinony. Okay, M. Rankin.
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MR. RANKIN. Thank you. His Exhibit B2
is a table reflecting the vari ous packer depth
settings for each of the proposed CLGC injection
wells, along with the approxi mate depths of the
conbing intervals within the Bone Spring. The
division and M. MClure often ask for that, so he
under st ands exactly where the packers are set relative
to the various confining layers in the geol ogic
formation.

Exhibit B3 is a copy of the corrosion
prevention plan that XTO has in place. [It's adopted
fromits gas |ift operations, and so we've included
that as well. M. MC ure has asked for copies of the
prevention plan for his reference, so we included that
as wel | .

Exhibit B4 is a conplete well file of
t he Poker Lake unit nunber 3 well. It is a plugged
and abandon well that penetrates the confining |ayer
within the injection zone. And so at the tine we
filed the application, we did not have that conplete
well filed, so we submtted it as a suppl enent al
exhibit with the hearing packet.

Exhibit B5 is an allocation schematic.
In discussions with M. MC ure, we understand that

the division's preference at this point is to require
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al l ocati on of production between produced gas that has
been injected during an injection event and the native
gas that is produced subsequent to an injection event.

The division's preference here is to
require the allocation to be on a neasured basis or an
estimated basis. So we had originally proposed that
the allocation be done on a sinple mass bal ance;
essentially first gas in, first gas out.

This allocation schematic expl ai ns
essentially how the systemis going to be set up.
M. Oivas will testify further when he gets up there
and M. MClure asks, |I'msure, how XTO wi ||l propose
to allocate gas going forward followi ng an injection
event.

Exhibit Cis a self-affirnmed statenent
that was prepared by Dr. Carlos Lopez.

(Case 24273 Exhibit C was marked for

I dentification.)

THE HEARI NG EXAM NER: M. Rankin?

MR. RANKI N:  Yeabh.

THE HEARI NG EXAM NER: \Why don't we do
this by w tness.

MR. RANKI N:  Sure.

THE HEARI NG EXAM NER:  So we have your

application as Exhibit A Let's get that admtted.
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Are there any objections to admtting Exhibit A? It
s so adm tted.

(Case 24273 Exhibit A was received into

evi dence.)

Now, Exhibit, B, why don't we have
M. Odivas take the witness stand, and M. Rankin, why
don't you ask himwhatever foundational questions you
want to. The witness stand is over there.

MR. RANKIN: So yes, he's asking ne for
a printout that I nmade for him

THE HEARI NG EXAM NER: Why don't you
ask any -- | don't know if you want to call them
foundati onal or authentication questions? Whatever
you want to get these exhibits admtted into evidence,
and then we'll have him stand -- and nake any
corrections. And then we'll have him stand for cross
exam nation from M. MCl ure.

DI RECT EXAM NATI ON

BY MR, RANKI N:

Q M. divas, do you have a copy of the
heari ng exhi bit packet that we filed on your behalf on
Tuesday?

A Yes, | do.

Q And did you prepare the self-affirnmed

statenent as marked as Exhibit B in that packet?
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A Yes, | did.

Q And did you al so prepare Exhibits Bl through
B5 that were attached to your self-affirnmed statenent,
or did you oversee their preparation?

A Yes.

MR. RANKIN: At this tine,

M. Exam ner, | would nove the adm ssion of
Exhibits A the application that was filed in this
case and Exhibit B with the attachnents into the
record.

THE HEARI NG EXAM NER: Ckay. Are there
any objections? They are so admtted.

(Case 24273 Exhibit B was received into

evi dence.)

MR. RANKIN. M. Exam ner, do you want
at this time to make Ms. O ivas avail able for
questions by the division?

THE HEARI NG EXAM NER: VWhat |'d |ike
himto do is adopt them under oath, and then I'd |ike
for you to ask if there are any questions -- sorry --
any corrections he wants to make to any of the
exhibits that he prepared. And if there are not, then
we can nove on to questions.

MR. RANKI N:  Sure.

/1
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BY MR, RANKI N
Q M. divas, |ooking at your Exhibit B, your
self-affirmed statenent, do you have any corrections
or adjustnents at this point in tinme, based on the
statenent that was submtted to the division?
A No. | do not.
MR. RANKIN: At this tine,
M. Examner, | would make M. A ivas avail able for
Cross-exam nati on by the exam ners.
THE HEARI NG EXAM NER:  Ckay.
M. MC ure.
MR. MCCLURE: Thank you, M. Hearing
Exam ner.
CROSS- EXAM NATI ON
BY MR. MCCLURE:

Q M. divas, |'m saying your name correctly;
ri ght?

A That's correct.

Q My first question is relatively poor, and

it's not going to nmake a substantial difference, |

guess, here. Your project area that you have -- your
| egal description -- your project area that was abi ded
in the original application packet, for Section 24 of
Townshi p 25 South, Range 30 East, it seens that only

the west half of the northwest corner was i ncluded
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here.
However, the spacing unit for the Poker Lake
CVvX JV BS nunber 22H includes the entirety of the west
hal f of the west half of that section. So you're
essentially mssing the west half of the southwest
corner on your proposed project area. Does that seem
right to you?
MR. RANKI N: M. MCure, | my
I nterject and suggest that if that's the case, it was
a scrivener's error. It was intended to be the entire
spacing unit for that well.
THE HEARI NG EXAM NER:  So M. Rankin,
you're not a w tness.
MR. RANKIN: That's true.
THE HEARI NG EXAM NER:  So let's let the
Wt ness answer the question, and then we'll see. You
could make a | egal argunent on how you want to address
It. Please.
THE WTNESS: Yes. That's a -- that's
a m st ake.
BY MR, MCCLURE:
Q Ckay. So you agree that your intent was
to -- or XTOs intent was to include the west half of
the west half of Section 24 in its entirety then?

A That's correct.
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MR. MCCLURE: Okay. I1'll confirmwth
M. Hearing Exam ner on for sure what he wants to do,
but | guess ny intent would be for us to continue --
well, ny thought process would be for us to continue
hearing out the case, but to require themto provide
new notice and then continuing it for not the next
docket, but the docket afterwards or at their
di scretion when they think notice would be conplete or
a new project area would be notified of.

THE HEARI NG EXAM NER: Ckay. Ckay.
Let's go to M. Rankin and see how he wants to cure
t his.

MR. RANKIN: Thank you, M. Exam ner.
| mean | think we would happily do that. The notice
doesn't change. The only thing that changes is the
description of the spacing unit. However, we did
provide the APl nunbers for all the wells.

This is all within a federal unit, so
everybody who is being noticed anyway is within the
unit. So | don't think it has any substantial inpact
on the outcone of the case, nunber one. Nunber two,
actually, we're proposing that as a project area the
di vi sion has discretion under the -- rules to define
the project area based on what's appropriate by the

di vi si on.
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So | mean, |I'm happy to provide notice
again and make sure that the description of the
project area is correct. However, | will say it's
just with the intent here is that it's within the
federal unit, and | don't see it causing any issues
one way or the other because it's all within the
federal unit.

So | guess on that point, ny preference
woul d be, of course, to continue to present the case
and then at the end of the hearing, if the division
would like us to issue a revised notice with the
corrected spacing unit, we would happily do that.

THE HEARI NG EXAM NER: M. MClure,
were you able to hear M. Rankin?

MR. MCCLURE: Yes, | was, M. Hearing
Exam ner.

THE HEARI NG EXAM NER: And how do you
feel about what he suggests as a cure?

MR. MCCLURE: | think we go with his --
wel I, nmy suggestion would be, go with his later
proposal if they do cure notice. Mself and/or UC
coordi nator, M. Goetze, had a conversation this
nmor ni ng about this exact sane topic.

THE HEARI NG EXAM NER:  Okay.

MR. MCCLURE: And | stated that
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preference in the matter.

THE HEARI NG EXAM NER: Okay. So
M. MClure, did you hear the proposed cure?

MR. MCCLURE: Yes. To correct notice
i ncluding the entirety of the project area; correct?

THE HEARI NG EXAM NER: The descri pti on.

MR. MCCLURE: Yes. The |egal
description. | apol ogize.

THE HEARI NG EXAM NER: No, it's fine.
That's the notes | have, and so | wanted to nmake sure
that we're all on the sane page. And you feel that
t hat woul d be enough for you?

MR. MCCLURE: Yes. | do feel that
sufficient. |If they wanted -- | propose that they
provide witten to all their current persons and then
additionally republish the public notice also with the
sanme corrections, because it's also deficient.

THE HEARI NG EXAM NER: Ckay. So
M. Rankin, can you tell ne exactly your cure for
this? And I'mgoing to wite it down.

MR. RANKIN: Based on M. MClure's
direction, we wll republish the notification of the
hearing with the corrected | and description, and we
will send certified letters to all the affected

parties that have received a notice of the application
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and hearing with the corrected application,
i dentifying the correct spacing unit for that one
wel | .

And then we will also -- | believe
Dean, you want us to -- the division to also issue a
corrected hearing notice for the next hearing date, or
will the actual notice to the parties be sufficient?

MR. MCCLURE: Subject to M. -- that's
sounds not a question for ne.

MR. RANKIN. | believe in the past,

M. Exam ner, that providing notice to the parties of
the corrected application and description is generally
sufficient to cure that issue.

THE HEARI NG EXAM NER: My under st andi ng
was that the parties are going to be the sane parties
that you've already noticed. That's what | heard.

MR. RANKIN: Correct, yeah.

THE HEARI NG EXAM NER: Ckay. And so
basically, you're just going to be putting them on
notice of a slightly different |egal description.

Now, let's just play devil's advocate.
Let's just say a party on your one conception sees
this description and says, "Oh, | have a problemwth
this." How would that proceed?

MR. RANKIN: Well, assumng that to be
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the case, | guess, if they did have a problem they
would file an entry of appearance and let us -- and
then at that point we would be alerted that they have

a problem

THE HEARI NG EXAM NER: | see. Ckay.
So then do we need to -- once today's hearing is
over -- are we able to take the case under advi senment

while we cure this notice issue and wait for a

subm ssion indicating that you' ve done everything, or
do we need to keep -- or do we need to basically
recess and pick this up at another tinme?

MR. RANKI N: | think technically,

M. Exam ner what would be required is that we would
continue the case --

THE HEARI NG EXAM NER: Ckay.

MR. RANKIN: -- to the -- probably I
guess woul d the second docket in April.

THE HEARI NG EXAM NER:  April 18th?

MR. RANKIN: And we would at that tine
provide you with an updated affidavit reflecting that
we had made the cure and admt that into the record.
So I don't believe, technically speaking, we would be
able to take it under advisenment.

THE HEARI NG EXAM NER:  Ri ght.

MR. RANKIN:. That's not to say that
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Dean couldn't start reviewing it and getting work done
toward issuing an order.

THE HEARI NG EXAM NER:  Ckay. |
understand. Thank you for that -- that extra bit of
advi ce.

All right. So M. MClure, thank you
for bringing that up. Let's nobve on to your next
questi on.

MR. MCCLURE: Okay, thank you.

BY MR MCCLURE:

Q M. Odivas, | know you have provided a |ist
of nunmerous source wells fromwhich the gas will be
obtained. |In addition to that, it |ooked -- page 16
of 228 there's a map included here. | don't know if

you're |l ooking at the sanme thing |I'm | ooking at or
not .

MR. RANKIN:. M. MCure, to assist, |
may go ahead and share the screen so | can help
M. Oivas get to the right page.

THE HEARI NG EXAM NER: Ckay. Can you
tell us what page nunber you are show ng?

MR. RANKIN: In one nonent.

THE HEARI NG EXAM NER: Sure. | can see
t he page nunber.

MR. RANKIN: So this is page 16 of 228.
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THE HEARI NG EXAM NER: Thank you.
M. MClure, is this page -- is this what you're
aski ng about ?

MR. MCCLURE: Yes. That is correct,
M. Hearing Exam ner.

THE HEARI NG EXAM NER: M. Odivas, did
you hear the question?

THE W TNESS: Yes. There hasn't really
been a question yet. It was nore of a clarification.

THE HEARI NG EXAM NER:  Oh.
M. MCure?

MR. MCCLURE: Yes, sir.
BY MR, MCCLURE:

Q On this map it looks like there's two

conpressor stations shown, the Tiger conpressor

station and the Eagle conpressor station. Are those

the only conpressor stations that are -- gas gathering
syst enf

A No, sir. Those are the only two within this
snapshot .

Q Ckay. So these two are -- okay, | guess,
would it be accurate then to say these two, | guess,

are the ones that's feeding the pressure to the
i njection wells or proposed injection wells?

A No. There are nultiple conpressor stations
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that feed the pressure. These are -- these are the
two that are localized to the -- to the injection
wel | s.

Q Ckay. Now, | see on page -- | apol ogi ze,
M. Rankin, having you junp around. Onh, actually,
this wasn't very far down. Just page 18, so two down.
Now, there's a nunber of central tank batteries that
are depicted here. Is this the sumof it, or is this
just like just a snapshot of the overall project then?

A Yes. This is simlar to the -- the prior
exanpl e where this is a subset of -- of the entire
flow stream

Q Ckay. Now, | know in one of the |ater pages
in your exhibits, there's reference nmade to a
| ow- pressure gas pipeline, which all the wells are
directly going into. And then they're either sold at
an XTO takeaway or they go to your gas lift stations,

they' re repressurized and put back down wells.

O that list of source wells -- they're on
page 106; | don't know if we need to |ook at them
t hough -- but | didn't count them but |'mjust

assumng in the range of 100 or 200 of themthere.

Are all those -- |ow pressure gas pipeline?
A That's correct. All these wells have the
ability to -- to be brought into that -- that -- the
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sanme | ow pressure gas pipeline and therefore injected
into the closed | oop gas capture wells.

Q Now, there's nunerous ones on here that have
the -- that seemto be for the Poker Lake unit. But
there's a nunber of themon there that's not.

Approxi mately how wi de of an area are we gathering gas
fromin terms of Townships -- as in approxinate?

A |'d have to provide that separately. |
really wouldn't want to give you an approxi mate that
Isn't precise enough.

Q ["1l withdraw that question because one of
my followups will give nme nore precisely, | guess,
what |'d be |ooking for in a followup from you.
There's a --

THE HEARI NG EXAM NER: M. M ure,
hol d on a second.

MR. MCCLURE: Go ahead.

THE HEARI NG EXAM NER: So that | can
make a clean evidentiary record, are you saying that
you are wi thdraw ng that question and therefore the
answer as wel | ?

MR. MCCLURE: Okay. | guess nmaybe ny
t hought process would be not necessarily to w thdraw
the question --

THE HEARI NG EXAM NER:  Ckay.
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MR. MCCLURE: ~-- but to be fine with
not having a followup, | guess. [|I'mnot quite sure
what the term nol ogy would be for that.

THE HEARI NG EXAM NER: That's okay.

You just keep asking your questions then, since you're
not withdrawing it. [It's fine. Thank you.

MR. MCCLURE: Okay. Okay. Thank you.
BY MR, MCCLURE:

Q M. Oivas, it |ooks like there are several
service comngling orders. | didn't go through and
count themall. But |I know, at just |ike quick glance

| got up to at |east four of them over these nunber
source wells.

Now, essentially what you're laying out to
me is that all of these wells are capabl e of being
essentially conbined -- essentially com ngled, and yet
we have themin nultiple comngling permts. |
guess -- comngling permts incorrect or not as
extensive as they should be, or are these wells
separated in some manner, | guess?

A You're -- you're correct. There are
mul tiple comngling orders. Currently, we have |ine
of sight to ultimately provide additional clarity
and -- and what that |ooks |ike post project

executi on.
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But in summary, the -- the comngling is
happeni ng prior to custody transfer. So these wells
wi |l have gone through custody transfer prior to -- to
reaching the closed | oop gas capture wells.

Q Ckay. So if the gas is transferring
cust ody, how about title? Does the title transfer
occur as well?

A That's part of the -- the additional

com ngling orders that -- that we -- we intend to
provide to the division as -- as prior to the -- the
execution.

Q Ckay. | guess, so that | understand, is
your intent will be to design this project as in they

are all going to be interconnected, and you're going
to be submitting com ngling applications as such, or
am | m sunderstandi ng you?

A Revi si ng.

Q Okay. Now, you reference that title
transfer is going to be a part of this revision. |
guess, can you clarify that a little bit nore as to
what you nean? What are you going to change about the
permts, | guess? That m ght be a better question.

A The -- the intent is not to change anyt hi ng.

It's -- it's really to continue to ensure that -- that
our understanding and validation of -- of howit's
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witten today continues to allow for -- for the -- the
gas, both title and custody to have taken place prior
to -- tothe -- the injection wells. It's -- it's
nore of a validation.

Q OCkay. Now, | know there's reference to an
XTO t akeaway, | think is the term nol ogy used. And |
al nost -- is what you nmean by that, that there's a
subsidiary of XTOthat's due in mdstream or am/l
m sunder st andi ng what you nean by that?

A That -- that's correct.

Q It's correct that there's a subsidiary of --

iIs that correct?

A [t's -- it's XTO specifically. So it's not
necessarily a subsidiary of XTO as a whole. It's --
it's XTO

Q But if you have title transfer occurring,

then it's a different entity than what is producing
the gas; is that correct?

A You are correct.

Q Okay. And currently, is this title --
currently it is, and you just want to confirmthat
everything is understood correctly. |Is that what you

were getting at before?

A That's correct. Really to ensure that the
title as we currently see it today with -- as it
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transfers within the XTOtitle and custody fromthe

source wells in terns of the -- the royalty and the --
the interest owners that -- that that is -- is -- it
flows through -- flows through the systemas -- as we

currently understand it today.

Q Okay. So then all your interest owners are
going to be paid when it enters this XTO t akeaway
I ncl udi ng working interesting, overriding royalty
I nterest owners, and royalty interest owners. |Is that
correct?

A That's correct. They -- they would' ve
taken -- they woul d've been paid prior to -- to the
I njection, as they currently are being paid today.

Q So then when you start injection operations,
you are essentially -- who owns the gas when it's

getting injected into the injection wells?

A XTO.

Q But not the working interest owners. |It's
XTO 100 percent essentially. |Is that correct?

A That's correct.

Q Ckay. Now, as far as the -- of the

i njection wells and the designated operator of this
pilot project, this is a different entity of XTO than
has the mdstream |s that correct?

A In -- in legal terns, you can say that, yes.
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And then in terns of the way operationally it's --
it's one conpany.

Q Okay. So then | guess conceptionally then,
just assune that there's 90 percent recovery of gas.
Then XTO, the operator, is purchasing 100 percent of
the gas from XTO, the m dstream operator, but then
only selling back the 90 percent that's been covered.
Wul d that be accurate then?

A That -- that's correct. Assum ng that
90 percent hasn't been recovered.

Q Okay. |I'mgoing to have to think about this
alittle bit nore post hearing, because | know
currently all our other pilot projects is essentially
structured prior to a mdstreamoperator. Oher isn't
really a purchasing back and forth of the injectant,
and it's all essentially sold after it's been
recover ed.

Regardl ess, | don't know if there's anything
nore for us to cover in regards to that here in terns
of this hearing here.

| do have one other question in regards to
it. So the only title transfer from-- mdstream
operator is at -- point; is that correct?

A Can you repeat that last part? You cut off

briefly.

Page 253

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



© 00 N oo o b~ wWw N

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

Q Yes. | just said as reference to the XTO
Cowboy central delivery point, is that the sal es point
from XTO, the mdstream to presumably a | arger
m dstream or what occurs at that facility?

A That's exactly right.

Q Okay. |Is that the only title transfer to
the larger mdstreamthat's tied into the systen?

A There's one upstream of -- of the Cowboy
CDP, and there's one downstream But -- but

ultimately, they are

- they are tied into the sane
system So in ternms of the custody piece, it's --
it's one in the sane prior to those points.

Q And you're saying one upstream and one
downstream |Is that what you nean? O you nean in
different parts of the gas gathering facility there's
two other title transfers? The current --

A Just in terns of -- of the facility itself,
you know, one where it doesn't have to go through our
CDP to be sold, and the other where it has to go to
the COP to be -- to be sold. But all the same -- all
the same source gas with the same custody and title
| anguage.

Q Okay. Are they both |located at that sane
site, or is your -- | don't know -- | guess, |ower

pressure title transfer, is that occurring at
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different site than the Cowboy?

A No. No. They're all at the sanme site.

Q Okay. Just one runs through a booster or a
conpressor or sonething and one doesn't. [|s that
correct?

A NGO recovery. That's correct.

MR. MCCLURE: Okay. M. Hearing
Exam ner, do you want nme to, as we go through them do
you want ne to provide themw th suppl enent al
docunments that | would like to be submtted, or just
wait until the end and --
THE HEARI NG EXAM NER:  You can wait
until the end.
MR. MCCLURE: Okay, thank you. Okay.
" mgoing to switch focus.
BY MR. MCCLURE:
Q M. Oivas, as far as the gas anal ysis that
was provided, on page -- virtual connectivity
I nterruption --
MR. RANKIN: Hey, Dean, can you repeat
that? You cut off the | ast seven seconds.
MR. MCCLURE: Hopefully ny internet
isn't acting up or isn't ny Bl uetooth.
BY MR. MCCLURE:
Q That's page 116 of 228. That's the first
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gas analysis. |It's referenced as -- | guess -- where

it actually conmes from just that it was caught at the

outlet of a vessel. \Where was this gas anal ysis
t aken?
A In terns of ?
Q -- or isit a-- for a specific well? | was

going to say, it says, "Cowboy" so |I'm guessing maybe
It's the central delivery point there, but |'m not
sure.

A Yes. That's exactly right.

Q Okay. Thank you. There are six different
certificates of analysis -- has been provided.
However, it looks like they're all over the sane two
wells. And those individual, the first three, is
there any difference between those, or are they all
for the same well ?

A Can you reference the pages of the two
certifications?

Q Oh, absolutely. | was going to say it's the
i mmedi ate next three pages after 116. They | ook |ike
these three certificates all for the same well. It
| ooks |ike the sanple was taken, or was it anal yzed at
the sanme tine.

So |'massum ng they' re the sane sanple, but

my question to you is there any difference here, and
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if so what is the difference between these different

anal yses taken here?

A G ve ne one second.

Q Ckay.

A Yes. So they're all the sane sanple. The
only difference is the -- the way they were anal yzed.

As -- as you go through page 1 through 3, you -- you
have nore of a -- of a breakdown of the conposition as
opposed to nore of a consolidated gas conposition on
the first couple of pages.

So you -- as you get with your higher carbon
contents, heptane and octane, those are broken out

nore precisely than bundling them together as you see

i n hexanes plus with the -- with the first analysis.
So it's just nore of a -- of a different way to | ook
at the -- the sane data.

Q | got you. So |ike on page 117, it has,

li ke, the C2 plus, C3 plus, iC5 plus. The difference
is in the |ater ones -- broke --

A Exactly. Exactly.

Q Ckay. Is this also the case with the second
set of three certificates? That's on page 120, 121,
and 122.

A Yes, sir.

Q Ckay. Now, it appears that these were taken
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at the well head fromtwo of the proposed injection

wells. |Is that correct?
A That's correct.
Q Now, | guess ny question, especially taking

into consideration that | don't necessarily have a
clear picture of the size of the entire project -- the
gas gathering system Do you feel that these three
different sanples is representative of the gas
t hroughout the entirety of the gas gathering systenf
A Not necessarily. They -- they are a good
proxy, but there's sonme key differences where these
are specifically geared towards the -- the wells in
question, all right, the wells that are part of the
cl osed | oop gas capture. But they -- they have sonme -
- sonme mnor differences in terms of the -- the
formations that are -- that are being produced.

So there -- there will be some m nor
differences in terms of -- of the gas conpositions
across the -- the field because they're -- they're
generally different formations. But -- but notionally
as you look at it fromthe -- the |l arger conponents,

which i s nmet hane and et hane, those are relatively

consistent, but you wll see sone differences across
the other -- the other conponents.
Q Now, your sanple that was taken at the
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Cowboy central delivery point, would this be a

relatively constant representation of the gas provided

as a whole right there -- of the com ngled anmount of
it i1f, | guess, if that makes sense.
A That's correct. That is a normalized

content for what you would see with all the gas com ng
in fromthe -- the source wells that are not part of
the closed | oop gas capture system today.

Q So this should be a reasonabl e
representation of your injectant. |s that correct?

A Precisely.

Q Ckay. Now, | guess, | didn't look to see
which formations these two wells are in that you' ve
provi ded the gas analysis for. One of them |l ooks |ike
it has a substantial anmount of carbon dioxide simlar
to your -- whereas the other, that being the 25H seens

| i ke it has substantially | ess carbon dioxide in the

native production. |Is that accurate to say?
A That's accurate.
Q Okay. | guess just to confirmwth you, is

there any concern that the injection of this CO2 is
going to decrease the value of aid of production once

you start recovery of the gas?

A No. Because the -- the relative volune of
that well in conparison to the -- the volune going
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into Cowboy is -- is substantially -- is substantially
of f set.

Q Let nme rephrase ny question, | guess. |If
you did not inject any gas into this well and you're
just sitting there producing -- as we had represented
here, is that gas being -- is the owners of this well
being paid nore with the cleaner gas than once it has
the carbon dioxide in it?

Does that question nmake sense to you? Maybe
| can try rephrasing again, if not.

A Sure. Let me -- let nme rephrase where --
where you're going with it.

Q Yeah, yeah.

A So post -- post event, when -- when this
specific well begins to produce, the -- the -- really
the question is would -- would the gas produced at

t hat point be of higher value than otherw se?

Q Wuld -- actually, | guess, the question
woul d be, is it of |ower value than otherw se because
it will have substantially nore carbon di oxi de because
of the recovered gas versus the native production,

whi ch has a nuch | ower quantity of CO2?

A Right, right. And just -- just to make sure
we're -- we're relatively conparing the sanme things.
You're saying would it be lower quality in -- in
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the -- in the terms of gas going into Cowboy versus
gas being produced fromthe specific well in terns of
the -- the royalty owners and interest owners of
specifically PC 1H?

Q That would be the latter of that, yes,
essentially, whether it nakes a difference to the
royalty owners. Maybe your sales contract does not --
you're not taking it into account. WMaybe they're
going to get paid the sane regardless. But that's
essentially what nmy question is to you.

A Lower -- lower gas quality. Can you

rephrase that in -- in a different way specifically?

Q Ch, okay.

A Because |'m-- | want to nmake sure we're
referencing the sane thing here, 'cause I'm-- |'m
with you, but it's -- it's --

Q Ckay. Yeah, 'l --

A -- tal k about Cowboy -- when we tal k about
this -- this specific well, it -- it --

Q Yeah. 1'll try to put it nore into -- |'II

try to put it nore into nunbers form Let's say prior
to an event, it's producing -- let's say it produces
100 MCF at a | ow carbon di oxide quantity. Let's

say -- gets paid 50 -- well, whatever. Let's say it's

$10 MCF, sonething crazy.
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If it then after an event is now producing a
hi gh vol ume of carbon di oxide along with the gas, the
nati ve production is still 100 MCF of clean gas, are
they getting the full amount -- the $10 -- for that
100 MCF, or would they only get $8 per an MCF?

A Right. And you're specifically referencing
the well with 14 percent carbon di oxi de?

Q l'mrepresenting the well of -- or the 25H
t hat has 0. 03.

A Got you. Ckay.

Q So | guess, that would be 3.4 percent by
nol e or nol es.

A Yep. Yep. I'mwth you now Ckay. So --
so in general terms, the -- the gas that would be
injected to this specific well would be representative
of the gas that you saw on the Cowboy outlet, which
has carbon di oxide at 0.14 percent.

And so your -- your comment to that is that
the 0.14 is higher than the 0.03. |Is that -- is that
fair?

Q Yes. And ny question in regards to that is,
I f you increase the ampunt of C-102 -- or CO2 --
excuse ne -- as conm ng out of the 25H well, in the
nati ve production, the owners in that well going to

see the sane anmount of nobney fromtheir native
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production, or are they going to see |ess because now
there's much nore CO2 being produced fromit?

A Got you. Got you. Yeah, so -- so we -- we
currently transfer custody with sanples simlar to
this. So as we -- as we produce that, the -- our
ability to ensure that interest owners and royalty
owners are conpensated based off of their actual Btu
val ue stays consistent through the stream

So in a simlar fashion that we would be
bal anci ng out mass along with GOR, there -- there's
also a -- there's al so prudency to have the -- the Btu
bal anced pre and post event.

Q Meani ng that you would pay the owners for
their native production as if it was at the pre-event
quality. |Is that correct?

A That is correct.

Q Okay. So then would it be fair to say that
the injection of gas into any of these injection
wells, not specifically just the 25H, is it fair to
say that that injection will not |ower the val ue of

t he reproduced native gas?

A That is correct.

Q Okay, thank you.

A You bet.

Q And all of these sanples taken here, it
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appears that there is very little to no H2S. Is that

representative of the field as a whol e?

A That is correct.

Q Ckay. Maybe |I'll stick to this side,
continue on tal king about the allocation. It appears
that what XTO is proposing is -- | know you guys are

calling it a mass bal ancing, but in laynen's terns
would it be accurate to call it essentially the first
in, the first out nethod of allocation?
A That's correct.
Q Let's see. Sone of ny other questions here
It looks like you already answered. Now, the XTO
takeaway -- or let me back up. The title transfer
t hat occurs between individual central tank batteries
and the | owpressure line that for XTO m dstream can
you cl assify what sort of nmeter is being used there?
A Yes. It's a custody transfer orifice neter.
Q Okay. And now there's reference to the
all ocations to the individual wells being done via
wel | test. | guess, is this accurate to the
com ngling project that includes these injection
wells, or is this essentially across the entirety of
the field where this was referencing?
A No. This is specific to the -- the

I njection wells.
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Q And the injection wells, are they covered in
a single project? It looks like there's two
conpressor stations there.

A When you say, "a single project"?

Q I nmean a single comngling project, or is
there, or are they separated? Are they conbi ned prior
to the title transfer to XTO m dstreanf

A There are two com ngling orders as part of
these -- these ten wells that -- that are com ngl ed
prior to the custody transfer.

Q Okay. So there's two different com ngling
project, and by com ngling projects, |'mdefining that

as a set of wells which are comngled prior to title

transfer.
A That's correct.
Q Okay. Now, of those two com ngling

projects, is allocations to the individual wells being
done via well tests?

A Yes. Today it is.

Q You say today. |Is the intent to change
t hat ?

A The intent would be to have nore

conservative testing post hearing approval.

Q So basically, potentially nore conservative
after such -- after this pilot project would be
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approved. |s that accurate to say?
A That's accurate.
Q Okay. | guess, are you aware of what -- |

guess, are you aware that the closed | oop gas capture

gui dance stipulations -- project?

A Can you repeat the last five seconds?

Q Ckay. |I'mgetting too far away from ny
conputer -- nmoving too nmuch. The gui dance docunent

that's been issued, are you aware that the
stipulations within it are based upon a project in
whi ch each well has its own i ndependent separator and
Is being -- its production is being continuously
metered and neasur ed?

A Yes, sir. |I'maware of that.

Q Ckay. And | didn't notice it within this
application packet, and I may have m ssed it. But
would it be accurate then to say that XTO is
requesting an extension fromthose stipul ations
i ncl uded there then?

A No. That's not accurate.

Q Ckay. So then it's XTO s intention to put
all these injection wells into their own individual
separators and neasure them i ndependently. |s that
correct?

A Yes, sir.
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Q Oh, okay. | didn't -- | guess | conpletely
m ssed that. Ckay. Very good, then. That's
definitely the nore ideal. So with that in m nd,
would it be accurate that XTOwi |l be able to --
points both prior to an injection event and after an
I njection event then?

A Precisely.

Q Ckay, very good. Very good. Ckay. Now, in
regards to the first in, first out nethod, as maybe
yourself -- | know M. Rankin had referenced it -- the
division is not currently approving that in general.
As such, is it accurate to say that XTOis fine with a
either DUR or decline curve anal ysis nethodol ogy for
all ocati on between recovered and native production?

A Yes. We're planning on enploying a GOR
anal ysis to segregate the native gas belonging to the
cl osed | oop gas capture well proprietors.

Q Okay, very good. | just want to see if |'ve
got nmore on the allocation side or gas side, or if |
shoul d nove onto the next topic. | think I can nove
on.

Ckay. It seens fromthe application that
XTO s intent is to inject down the tubing during an
i njection event. |Is that accurate --

A That is correct.
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Q Now, during the injection event or during
the entire life of when one of these injection wells
is in operational status ready to receive injection,
would it be accurate to say that XTO intends to

mai ntain a tubing packer installed in the hole?

A That's correct.
Q Okay, thank you. Now, currently it seens
t hat several of these wells -- proposed injection

wells are very | ow producing wells and/or are TA' d
currently. Is that accurate?

A Yes, sir.

Q Do you feel that there's a concern there
that it may be nore difficult for XTO to recover nost
of the injected gas if there's currently |ow vol une
bei ng produced currently, or do you feel that's going
to nmake a difference? That's going to be a question
for the reservoir engineer, if you feel that woul d be
nore appropriate.

A Can you --

Q Say it one nore tine?

A -- specify your concerns?

Q Ckay. | can. | guess what ny concern woul d
be is if it will take significantly longer to

reproduce the injected gas. And actually, let nme

reclarify that, as | don't nean to say it's ny
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concern. \What | nmean to say is that's ny question, is
whet her XTO has considered it and whet her they feel

it's a concern?

A We have considered it. However, as part of
this project, what -- what we're intending to do and
have -- have really agreed to do is change the
artificial lift nmethod of the wells to gas lift, which
would ultimately provide us the ability to -- to
produce that -- reproduce that gas qui cker than we

woul d otherwise, in their prior state.

Q So | guess, let nme ask maybe a slight
foll ow-up question to that then. Assum ng that their
bottom hol e pressures are relatively -- | don't want
to say mnimal -- but lower, under gas lift, will you
be able to nmaintain the current pressures that is
there today? O wll that increase your bottom hole

pressure by anythi ng?

A " mgoing to defer to Ownen --
Q Okay. I'"Il --
A -- to get himto precisely clarify that

guestion to you.

MR. MCCLURE: Okay. |'massum ng we
want to wait until we have him here, M. Hearing
Exam ner? We don't want to have himstep in, do we?

THE HEARI NG EXAM NER:  No.
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MR. MCCLURE: Okay, thank you.
BY MR. MCCLURE:

Q "Il re-ask himwhen it conmes up. A
question on the sane subject, which would be nore in
your wheel house, it is XTO s intent, based on what --
you ki nd of just kind of answered this question
already for me, but just let me ask it again, just to
clarify.

It is XTOs intent to essentially take all
these -- the | ower producing ones and the currently

TA' d ones and bring them back to production and

mai ntain themin production while they are in -- as
ready for injection. |s that correct?
A That is correct.

Q Okay, thank you. Okay. This next

guestion -- M. divas, was Exhibit C under yours, or
was that under sonebody else? |I'm]looking at page 69
of 228.

A Yes. That was -- that was by sonebody el se,

our geol ogi st, Carl os.
Q Ckay. I'll ask himabout that then when
t hat conmes up. And is that --
THE HEARI NG EXAM NER: Just to clarify
your questions, M. MCure, are you asking about the

tabl e operational conditions -- this table that |I'm
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show ng here?

MR. MCCLURE: Yes, yes.

THE HEARI NG EXAM NER:  Okay.

MR. MCCLURE: That is correct.

THE HEARI NG EXAM NER: Ckay. Sorry.
We wanted to -- | just want to make sure, dependi ng on
the issue, sonme of this may fall into M. Oivas' area
of testinony. So maybe go ahead and ask him W can
deci de whether it's appropriate for him

MR. MCCLURE: Yes, sir. Okay. |
definitely can do that because it's very
straightforward. He probably even may very well have
the answer to it.
BY MR. MCCLURE:

Q You can see that the bottomfive wells have
a zero pressure for current average surface pressure.
Are these just the wells that are currently not
produci ng or not under gas lift? O what's the reason
for that zero being there?
A Yes. Carlos would be better suited to go

ahead and answer that for you.

Q Ckay. So then yes ain't the answer. Yes is
the answer to -- or yes is that | should hold the
guestion a bit. Is that correct?

A Ri ght. Go ahead and hol d the question.
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Q Ckay. Very good. Now your gun barrel views
that are on page -- or start on page 44 of 228.
M. Oivas, the wells that aren.t injection wells were
|l eft off of here. M question is in regards to those

wells. Was any of themwthin the target injection

i nterval here -- that being the Bone Spring here?

A Specifically, the source wells?

Q Well, | guess, any wells. It doesn't
necessarily have to be -- wells. It seens like on the
AOR there's sone, like, lay-down wells mngled in the
m dst of this. There mght've -- | think there was

sonme stand-up wells relatively close to these as well.

A Right. 1've -- I've got sone information on
that, but | think your -- your question would be
better suited for -- for Omen in this case. So

following up on the w tness.

Q Ckay. So your reservoir engineer, correct,
M . Hehneyer?

A That's correct.

Q Okay. And now it appears that XTO is
seeking authority to add additional injection wells
adm nistratively, all within the current area -- is
that accurate to say?

A When you say "injection wells

adm ni stratively" can you -- can you provide sone
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cont ext ?

Q By "injection well" I'"mreferring to these
cl osed | oop gas capture wells that we plan to use for
the tenporary injection. |In regards to
adm nistratively, what I'mreferring to is not needing
to come back to hearing in order to anend the order to
-- it would be done out of the hearing process and

I nstead just an application submtted to the division.

A That's correct.
Q Okay. | guess ny question here is, you
specifically include wells that's within the AOR Is

t he thought process that you would request to add
t hese wit hout conducting a new AOR because the AOR has
al ready been done? O is it sinply to encapsul ate an
area, tracts that are close to the existing injection
wel | s?
Do you want nme to ask that question one nore

time, maybe make it a little clearer?

A If you can, yes.

Q Yes, sir. Assuming that this were to be
approved by the division, wuld it be XTO s intent
that they do not need to run a new AOR on any new

wel | s brought into the project?

A The -- the intent would be for -- for source
wells specifically as we have new drilling wells cone
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in, not necessarily with injection wells, but new
source wells to be able to anmend as necessary,
understanding that the -- the source wells will have
simlar properties to -- to the -- the source wells
that are currently in the ARO

Q | was going to say, we m ght be tal king
about two different requests here, because | believe
within the packet is reference to additional source
wel | s maybe added in the context of the com ngling
permts. Does that sound famliar to you?

A When you say "added as part of the
comngling permt" is this any future wells?

Q Correct. That was ny -- well, | nean, that
was ny interpretation of XTO s application was. |
don't know if that's accurate or not.

A Right. OCkay. W' re saying the sane thing
there. Then that was -- that was ny expl anation.

Q Okay. Okay. So you're referring -- your
answer is specifically for the source wells.

A Correct.

Q Ckay. | guess where ny question is
orienting around is the inclusion -- injection wells.
And where I'mreferencing is on page 167 of 228, and
it's paragraph 8 on that page. | guess |I'mnot sure

whose affidavit this is here. Oh, this is a -- oh,
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actually, it's your self-affirnmed statenent,
par agraph 8.

MR. RANKIN:. M. Exami ner, | mght be
able to short circuit this, because it actually wasn't
part of our application, and we're willing to drop
t hat because it wasn't actually part of the witten
appl i cati on.

THE HEARI NG EXAM NER:  Ckay.

MR. RANKIN: That's -- yeah.

THE HEARI NG EXAM NER: So are you
obj ecting to the question?

MR. RANKIN: No. [|I'mjust letting
M. MClure know that | think -- it's was part of the
application, M. MClure, and so it's actually not
sonething that we're intending to seek or pursue under
this application.

THE HEARI NG EXAM NER: So where is
M. MClure getting this?

MR. RANKIN: It's froman affidavit or
self-affirned statenment or M. A ivas' statenment, but
It wasn't part of the application as fil ed.

THE HEARI NG EXAM NER: Ckay. So does

the affidavit need to be anended to take it out?

MR. RANKIN. Well, | guess, M. divas
-- we can do that if it will be helpful, so the record
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Is clear, so it's not -- | mean, this is part of the
record, | suppose, but |I'm happy to submt a
revi sed --

THE HEARI NG EXAM NER:  Ckay.

MR. RANKIN: -- statenent to make it
clear that that specific request is not part of the
appl i cati on.

THE HEARI NG EXAM NER: Okay. So you're
going to submt an anended -- okay. So what are you
doi ng then?

MR. RANKIN: | will correct the
self-affirmed statenent to make clear that XTO is not
seeking adm ni strative approval for additional
injection wells within the product area.

THE HEARI NG EXAM NER:  Ckay.

MR. RANKI N:  Yeabh.

THE HEARI NG EXAM NER:  And where does
it say that in the affidavit?

MR. RANKIN:. It's on this page 167 of
228, paragraph 8.

THE HEARI NG EXAM NER:  Par agr aph 8,
okay. So you're going to take out paragraph 8?

MR. RANKIN: Correct.

THE HEARI NG EXAM NER:  So M. MC ure,

did you hear that?
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MR. MCCLURE: Yes, | did, M. Hearing
Exam ner. And as such, ny question is now noot since
they' |l be renmoving it.

THE HEARI NG EXAM NER: Ri ght. Ckay.
Let me make that decision whether it's npot or not.

MR. MCCLURE: | apol ogi ze.

THE HEARI NG EXAM NER: That's fine. So
okay. So there is another itemthat's going to be
amended in the whole packet. So in your cover letter,
will you nmention what you're doing here with
paragraph 8 in the affidavit of M. Oivas and then
what el se you're doing with notice and description,
et cetera, et cetera.

MR. RANKIN: Correct.

THE HEARI NG EXAM NER: Ckay, very good.
M. MCure, do you have any nore questions for this
W t ness?

MR. MCCLURE: Yes, | do. Yes, | do,
M. Hearing Exam ner.

THE HEARI NG EXAM NER:  Ckay. Go right
ahead.

BY MR MCCLURE:
Q M. divas, on page 126 of 228 -- that's
your AOR spreadsheet -- yeah, M. Rankin is there, it

| ooks |ike. Does this include and only include the
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wells that's within the AOR area?

A Specifically page 126 or the whole AOR?

Q Well, the entirety of the spreadsheet here.
So it's 126, 127, 128, and 129.

A So the full list is Exhibit F.

Q Okay. What pages is Exhibit F on? Oh,
that's the source wells, right, is Exhibit F?

A Right. Just to nake sure we're talking
about the sanme thing here.

Q Oh, we're not. We're not. Let ne re-ask ny
guestion. So | get scrolled back down. Okay.

On page 124 of 228, there's a map here with

t he AOR around each of the proposed injection wells.
Are all of the wells that fall within that AOR area
there, are all of those in that spreadsheet that |'ve

referenced which | think is Exhibit J if |I'm not

m st aken.
A That's correct.
Q Okay. Are these only the wells as with an

AOR or all of the wells on this entire map?

A So the wells that are listed are only the
wells that are part of the AOR

Q Okay, thank you. Now, do we have reference
anywhere to a full accounting of the casing setting

dept hs for each casing string along with their top of
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cenment for each casing string for each of these wells?

A That'd be a question better suited for our
reservoir engineer.

Q Ckay. Let nme slightly change the question
just a little bit, but I may re-ask it as well.
Wthin these exhibits, are you aware of that
information | just referenced being included in this
exhi bit anywhere? That information being casing
setting depths including production, internediate
surface casing, along with the topper cenent for each
one of those?

A Not in the specific spreadsheet that we're
view ng right now.

Q Okay. And not within the application to
your know edge, at |east?

A For the specific AOR wells.

Q Yes. That's correct.

A Correct.

MR. MCCLURE: Thank you. Let nme skim
my notes one last time. Thank you, Oivas. | think
l"'m-- or M. divas, | think |I have no further
guestions for you.

THE HEARI NG EXAM NER: M. Rankin, any
fol |l ow up?

MR. RANKIN: Yes, M. Exam ner, | do.
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Just take ne a nonment to get ny notes organi zed here.
One nonment.

REDI RECT EXAM NATI ON
BY MR, RANKI N:

Q M. Oivas, M. MC ure was aski ng you many
guestions about the facilities within and around the
Poker Lake unit. And |I believe he was asking for
pur poses of understanding how the gas is conmbined. He
was asking about the different mdstreamentities, the
infield gathering that was going on, where the gas is
mar ket ed, and questions along those lines. Those all
go to questions relating to service com ngling.

M. Oivas, while you're a surface
facilities engineer, are you part of the service
com ngling group at XTO?

A No, |'m not.

Q So while you a have a general idea about how
the surface facilities work and the operational aspect
of them you're not intimately famliar with the
com ngling orders or how exactly those com ngling
orders are structured under XTO s operation?

A That's correct.

Q Okay. And as you nmay be aware, when the
di vision issues these closed | oop gas capture orders,

they often will include a statenent that they're not

Page 280

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



© 00 N oo o b~ wWw N

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

seeking to -- approval for these orders doesn't
override or exenpt any requirenents fromthe division
to obtain proper approvals for service con ngling.
Are you famliar with that |anguage?

A Yes. Yes, | am

Q So the questions that M. MC ure were
asking | think was to try to understand, so the nature
of the current status of comngling in and around the
unit for the source wells and then the CLGC wel |l s that
you're proposing to inject into.

But as and when -- | think you kind of
addressed this, but | want to make sure it's clear for
the record -- as and when the division approves this
i njection to this pilot project, XTO woul d make sure

that its surface com ngling authority is appropriate

for the way the systemis set up at the tinme. Is that
correct?

A That is correct.

Q Okay. So your surface com ngling group then
will work with the division to ensure that it has the

proper authorities in place, given the way the system
Is set up, the way the source gas wll be diverted
i nto these proposed injection wells?

A Yes.

Q Ckay. M. MC ure was asking you sone
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guestions about -- again it mght be helpful just to
point out for the record and kind of wal k through so
we understand how it's set up, because | think there
was a lot of reference to these systens and
facilities. And | think the spreadsheet that you
prepared as a supplenent to be attached to your
statenent may help both the division and the record be

cl ear about what XTO is proposing and how this is al

set up.

I[f you would, M. divas, I'mreferring here
to Exhibit B5 attached to your statenment. |'ve got it
up here on the screen. |If you would just take a

nmoment to wal k through and explain to M. MC ure and

the division how the systemis currently set up and

how it will operate during an upset event in which
you'll be injecting gas into the proposed CLGC wel | s.
A Yes. Yes. So -- the scope of the

application is really tailored to the closed | oop gas
capture wells. So when we look at this in terns of a
GOR gas allocation protocol, we -- we ultimtely
activate the gas allocation protocol post storage
event. And this will conclude once the full volunme of
i njected storage gas is accounted for.

But subsequent to this phase, we -- we

revert to standard gas allocation procedures. The --
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the overview of this during a closed | oop gas capture
st orage phase, we -- we integrate gas flows from
various sources into a single closed | oop gas capture
well, and that's shown in the top left blue, which are
the source wells, and then the bottom blue circle,
which is the closed | oop gas capture well.

Post event the -- the gas originating froma
cl osed | oop gas capture well conprises of gas with
gas, native gas, and storage gas production, which are
all sourced fromthe reservoir and collectively terned
reservoir gas.

In -- in terns of the calculation and
all ocation, we will enploy continuous nonitoring of
gas with gas, which is mandated for each gas with
cl osed | oop capture well. As nentioned earlier, we're
al so enploying a gas oil ratio analysis to segregate
native gas which -- which is belonging to the closed
| oop capture well proprietors from storage gas
production, which is attributed to the -- to the
source well owners.

Fol l ow ng a storage event, a well test
all ocation nethod is applied, which will entail --
which will entail well test data to ensure a
consi stent accounting for gas production.

Q So when M. McClure referenced in the
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application as filed, XTO was originally proposing a
nore sinple mass bal ance accounting based on
essentially first in, first out, meaning XTO woul d
allocate following an injection event all the
subsequently produced gas froma CLGC well as inject
produced gas until you've recovered the 100 percent
vol une.
And then you would start accounting the rest

of the gas on production as being native gas and
all ocate those to the owners in those wells. That was
the original proposal; correct?

A That's correct.

Q And based on di scussions with the division,
your understanding is the division is disinclined to

approve that nethodology at this tinme?

A That is correct.
Q And for that reason -- and you were going to
do this anyway -- you're now proposing to do what the

di vi sion has approved previously, which is to do a GOR
or gas to oil ratio analysis, subsequent to a gas
I njection event and all ocate based on that GOR
anal ysis; correct?
A That is correct.
Q And you'll be prepared to submt a

suppl enent exhibit outlining an exanple of how that
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woul d be i npl enent ed?
A Yes, | will.

MR. RANKIN:. And so M. MC ure, just
for your benefit, subsequent to this hearing, we'll be
provi di ng an additional exhibit that details what XTO
wi Il propose in line with what the division has
previ ously approved following injection events for gas
al l ocati on.

BY MR, RANKI N:
Q M. Oivas, on the sanme sort of topic here,

M. MC ure was asking you questions about the quality
of the gas based on the gas anal yses that were
presented in the exhibit packet. And | just wanted to
make sure that the record was clear, because | had a
little trouble following it nyself.

And |I'm just going to go back and make sure
that for the record and for the division we have a
clear statenment of which of these gas sanpl es
represents the injection gas, and which of the gas
sanpl es represent the CLGC gas, and then we can just
talk briefly.

| think you confirmed the bottomline here,
which is that owners in the CLGC wells will not be
harmed or inpaired based on the quality of the gas

bei ng i njected or subsequently produced; right?
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A That is correct.

Q Okay. But nevertheless, | would like to
just confirmthe understanding, so the record is
clear. And I'Il flip through the pages here. So
starting at page 114 -- it seens that it didn't match
up ny page nunber. OCh, | know why, because it's a PDF
page versus -- okay.

So it's actually PDF page 116 which is this
exhi bit marked Exhibit G And it's a gas anal ysis
from RAM Energy Solutions. And it identifies the

neter idea is being that Cowboy outlet is -- catcher.
| believe your testinony was -- and | just
want to make sure this is clear for the record -- that

this is the location of the CDP right at the point of
the gas sales; correct?

A That's correct.

Q And this gas is representative of all the
source wells that would be used for produced injected
gas into the ten CLGC wells; correct?

A That's correct.

Q And in this particular case, M. MClure is
particularly interested in the quality of the gas
based on the CO2 content. And this is an accurate
representative of the CO2 content for the injected

gas?
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A At this point in tinme for the timefrane that
the gas analysis was -- was taken.

Q So this gas will shift around a little bit
with CO2?

A That's correct. Wth -- with the intent to
have gas sanples --

Q Thr oughout. But now when you describe --
l et me put that aside. So this is the proposed
I njection gas, and M. MClure reviewed with you
anot her set of gas certificate anal yses which are
representative of some of the CLGC wells; correct?

A Correct.

Q And these, in sone cases, have hi gher CO2
content, such as this one fromthe 1H well. It has
approximately 14.12 -- percent?

A That correct.

Q Okay. And this was representative of the
native gas. In other words, the gas that's going to

be produced after you've recovered all the injected
gas?

A Ri ght .

Q And anot her exanple is this other well
that's included in this analysis is the 25H wel|;
correct?

A Correct.
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Q And this has a different carbon dioxide
content than the one we just |ooked at. And as |
understood M. MCl ure's questions, he was asking you
whet her or not, because this particular well -- the
25H -- has a | ow carbon di oxide content, if the owner
in this well is going to be negatively inpacted
because sone of the gas injected will have a higher
CO2 content. |Is that your understanding of his
questions?

A Yes, it was.

Q Now, you previously just reviewed for us how
Exxon Mobile is going to -- or XTOis going to be
conducting a GOR analysis to confirm when the injected
gas will be fully recovered.

And so | guess, ny question to you is, you
know, is there going to be any harmto these owners
when there's a GOR analysis confirm ng that you have
recovered all the gas and you only start paying

royalty on these owners in the CLGC wells once that

gas is recovered. |Is that a practical summary of how
this will work?

A Can you repeat your question?

Q Yeah. So | guess nmy question is, like, you
know, the owner in this 25H well, right, it has a

certain carbon dioxide content. After a CLGC gas
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I njection event fromthe Cowboy gas with a slightly
hi gher CO2 content, that gas will be recovered, and it
will be measuring based on GOR to confirmthat you' re

getting 100 percent or close to 100 percent recover;

correct?
A That's correct.
Q And you won't start paying royalty on these

owners in the existing well until you've recovered
t hat produced gas?

A That's correct.

Q And if there was any com ngling or any
m xi ng of the gas and the quality of this gas, it's
not going to inpair their value once you sell the gas
for these owners. |Is that your testinony?

A That's correct.

Q Okay. And | think M. MClure got this
testinmony fromyou, but | just wanted to make sure
that it's very clear for the record. M. MCl ure was
aski ng whether XTO had intended to allocate or
designate well testers for each CLGC well follow ng an
I njection event. And you explained that that was the
case; correct?

A That is correct.

Q And in the application, you do say here that

each CLGC well will be continuously nonitored
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following an injection as required by recent division
CLGC orders. And that's your understandi ng of what
you i ntended; correct?

A That is correct.

MR. RANKI N: Okay. Yeah, | don't think
| have any further questions, M. Exam ner.

THE HEARI NG EXAM NER: | thank you.
M. MCure, can we let this witness go?

MR. MCCLURE: Unfortunately,
M. Hearing Exam ner, | do have a couple extra
guestions in regards to his latest testinony, if I
may.

THE HEARI NG EXAM NER:  Ckay.

RE- CROSS EXAM NATI ON

BY MR. MCCLURE:

Q M. divas, your earlier testinony in
regards to the title transfer between the operating of
the wells and the mdstream is that still correct, or
Is that called into question now after M. Rankin's
guestions?

A In terns of ?

Q Is there a mdstreamentity of each of these
central tank batteries essentially selling to and then
bei ng essentially repurchased and injected into the

I njection wells?
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A When you say "repurchased" --

THE HEARI NG EXAM NERF M. divas, it's
not proper for the witness to ask questions of the
examner. So if you don't understand the question,
just say you don't understand.

THE W TNESS: Okay.

BY MR. MCCLURE:

Q Do you want nme to rephrase it?
A Can you rephrase that piece? Yes, please.
Q Yes, sir. Earlier nmy understandi ng of your

testinmony, and I wish to confirmny understanding is
correct, you had testified that there's one entity in
XTO -- I"mjust, for purposes of this hearing refer to
It as the XTO Operating -- is the one that owns the
wells. They are then selling gas to a m dstream
entity that's also owned by XTO. Is that correct?

A Yes.

Q Okay. And then that gas, that is now owned

by the mdstreamentity. |Is the gas that's being

injected into these CLGC wells. Is that correct?
A That is correct.
Q Now, does the title transfer then not occur

fromthe m dstream back to operations at the tine of

injection, or is it still owned by m dstreamthen?
A No. It's still owned by m dstream and
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you'll see in the --

Q Okay.

A -- in the protocol that we -- we -- near the
afterwards, there's an exanple cal culation there. But
what the neter is used for there that's shown on this

diagram prior to the close of gas capture, it's --

it's there to -- to give us an inventory of how much
gas was -- was injected for -- for purposes of -- of
ensuring that -- that we are -- are allocating that

once the well has been produced.
But it's -- it's not -- it's not a custody
transfer. [It's an inventory nmanagenent.

Q Ckay. So then when the gas is produced from
the CLGC well, a part of that gas is owned by
m dstream and a part of that gas is owned by
operations; is that correct?

A That is correct.

Q Okay. Now based off your description of how
al |l ocati on woul d work under GOR net hod that you just
testified to M. Rankin, can you please describe for
me agai n how you envi sion, or how that allocation
woul d work. So imediately after an injection event,
and you now start producing, how is that gas being
al l ocated?

A Yes. So to give you a theoretical exanple,
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assune we inject 1,500 MCF of gas over a full day.
Now, prior to that event we will have nmeasured gas
lift volume. We'Il have neasured oil well tests and
water tests with -- with ultimately a pre-event GOR
So that gives us our -- our baseline for -- for prior
to the event.

Now, post event after injecting 1,500 MCF,
we now have -- have neasured through the storage gas
I njection nmeter, that -- that amount of inventory. So
that is -- that is our inventory of injected storage
gas.

Post event, we will continue to neasure oil,
water, and gas and -- and we will use those
measurenents to cal cul ate native gas, based off of
the -- the pre-event GOR. And that -- that native gas
will be subtracted and -- and really subtracted out so
t hat we coul d understand our storage gas production.
And then subtract out the storage gas production from
the inventory of injected storage gas.

Q Okay. So then would it be accurate to say
t hat on day one you may be allocating part of the

production to recovered gas and part of the production

to native gas. |Is that correct?
A That is correct.
MR. MCCLURE: Okay, thank you. | was a

Page 293

Veritext Lega Solutions

Caendar-nm@veritext.com 505-243-5691 WWWw.veritext.com




© 00 N oo o b~ wWw N

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

little confused, | guess, by your earlier testinony.
| just wanted to confirmwe're on the sane page. But
that's also ny understanding. Thank you, sir.

| have no further questions,

M. Hearing Exam ner.

THE HEARI NG EXAM NER:  All right,

M. MClure, | sent you a Teans chat. Wuld you
respond to it?

Ckay, M. Rankin, can this wtness be
excused?

MR. RANKIN. M. Exam ner, | just want
to make one comment, and maybe M. Oivas can confirm
t his.

RE- DI RECT EXAM NATI ON

BY MR. RANKI N

Q But M. divas, if there was sonebody at XTO
that knows better the ownership or exactly howtitle
transfer occurs, and if M. MClure would like to know
that information -- although it's not clear that it's
relevant to the CLGC division guidelines for these
ki nds of cases -- but if that's sonething the division
woul d like to know, is that sonething that we can
provide to M. MClure after the hearing?

A Yes, we can.

MR. RANKIN: Okay, thank you.
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be excused?

M . Ranki n,

call our

you' re under oath. Wuld you pl ease have a seat
there. And let's deal with your exhibits.
M . Ranki n.

BY MR, RANKI N:

Q M.
packet what's

self-affirned

A Yes.

Q And

self-affirned

Cl and C2?
A Yes.
Q And

your

geol ogi st ?

A Yes.

Thank you,

who i s your

second w tness, Dr.

educati onal

THE HEARI NG EXAM NER: May this wtness
M. divas.

THE W TNESS: Thank you.
THE HEARI NG EXAM NER:  Ckay,
second w tness?

MR. RANKIN. M. Examner, we'd like to
Carl os Lopez.

THE HEARI NG EXAM NER: Dr. Lopez,

DI RECT EXAM NATI ON
Lopez, have you prepared in this exhibit
been marked as Exhibit C, which is your

st at enent ?

did you also attach to that

statenment what's been narked as Exhi bit

is ClL a copy of your curriculumyvitae,

and work experience as a petrol eum
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Q Have you previously testified before the
di vi si on?
A No.
Q And you have not had your credentials as an

expert in petrol eum geol ogy accepted as a matter of

record?
A Yes.
Q You have not yet?

A OCh, |I've not. Sorry.

MR. RANKIN: Yeah. But at this tine,
M. Exam ner, unless the division would |ike to query
Dr. Lopez on his credentials as a petrol eum geol ogi st,
| would request that Dr. Lopez be tendered an expert
I n petrol eum geol ogy and accepted as a matter of
record.

THE HEARI NG EXAM NER: \What page is his
CV on?

MR. RANKIN: It's on page 197 of 228.

THE HEARI NG EXAM NER:  197.

MR, RANKIN: 197.

THE HEARI NG EXAM NER: And you're
seeking to qualify himas a geoscientist?

MR. RANKIN: As a petrol eum geol ogi st.

THE HEARI NG EXAM NER:  Ckay. | wll

qualify M. Lopez as a petrol eum geol ogi st.
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MR. RANKIN: Thank you, M. Examn ner.

BY MR. RANKI N

Q M. -- Dr. Lopez -- | apologize. | keep
saying M. and | want say Doctor. Do you have any
corrections or updates, revisions to your
self-affirmed statenent that you' ve prepared as
Exhi bit C?

A No.

MR. RANKIN:. M. Examner, at this tine
| would nove the adm ssion of Exhibit C and their
attachments Cl1 and C2 to the record.

THE HEARI NG EXAM NER: Okay. Are there
any objections? Not hearing any, they are admtted
I nto evi dence.

(Case 24273 Exhibit C was received into

evi dence.)

M. MC ure, do you have any questi ons

for this witness? | think it's nute. | didn't nute
hi m

MR. MCCLURE: | apologize. | nuted
nmyself. | was probably coughing at sonme point.
M. Hearing Exam ner, | do -- | was slightly

distracted. Qur current witness is the geol ogi st,
M. Hehnmeyer; right?
THE HEARI NG EXAM NER:  No. It's
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M. Lopez, sir.

MR. MCCLURE: ©Oh, M. Lopez. OCkay.
Oh, actually, the geologist is M. Lopez. The
reservoir engineer is M. Hehneyer. Al right. |
only have a few limted questions here.

CROSS- EXAM NATI ON
BY MR MCCLURE:
Q M. Lopez, on page 48 of 228, we have our

type log or our log fromthe Pierce Canyon 17

Federal 1.

A Yes.

Q Is there included anywhere within the
application packet, like, a witten-out pick for top

and bottom for each of the confining | ayers?
A Yes. It's included.
Q Okay. Where is that included at, sir? On,
Is it down in that -- let me scroll down.
MR. MCCLURE: Which page is that,
M . Rankin?

MR. RANKI N: M. MClure, | think if
you turn to page 177 of 228, there's Exhibit B2
attached to Dr. Lopez's testinony. |It's a table that
identifies the top of each confining layer within the
Bone Spring.

MR. MCCLURE: Okay, yeah. | did not
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notice this table. Thank you.

BY MR, MCCLURE:

Q | think this is the -- this question, |
believe -- what we have listed here is essentially a

list of all the wells, and in the upper confining

| ayer for each one of those wells.
M. Lopez?
A Yes. That's correct.

Q Ckay. Thank you. Yeah,

conpletely mssed this table. And that's what we had

referenced here. Okay. Let ne make a qui ck note.

"1l do this quickly.

Ckay. It seens |ike naybe one of the

guestions that |I had asked of M. divas, mght've

been for you, M. Lopez. But | thi

wait for M. Hehneyer, unless all t

were -- they mght all be for M. Hehneyer.

Did you have any, M. Lopez -- page 69 of
228. Nothing on this table was prepared by you or
under your guidance; is that correct?

A No. It wasn't prepared by ne.

Q Ckay. For sone reason

gun barrel diagram on page 44, were those prepared by

you or under your gui dance?

A Those were prepared by --

Is that correct,

| sonmehow

nk two of them w |

hree of them

had -- and on the

by M. Hehneyer.

Page 299

Veritext Lega Solutions

Caendar-nm@veritext.com 505-243-5691 WWWw.veritext.com



© 00 N oo o b~ wWw N

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

But we agreed on -- on the information of --

Q Okay. I'mwith you. I'mwith you. 1In
regards to any informati on about offset wells being
wthin the formations of interest, does that question

I nvol ve you, or is that a question for M. Hehneyer?

A | think we both m ght be able to respond,
but I think it also depends on -- on the question.

Q Well, et me ask the question real fast, and
just let me know, | guess, if it's a better question
for you for M. Hehneyer. | think for context what
|"mlooking at is -- I'"mwondering if any of the

offsetting wells that are in the AOR are also within
t hese same formations.

A You know, as far as | renmenber, | think we
have wells in the Del aware Mountain G oup there and
recently we have Wbl fcanp wel | s.

Q Ckay.

A But | -- | refer to Omen Hehneyer to -- for

a nore specific response for that.

MR. MCCLURE: Ckay, sir. 1'll go ahead
and ask him again, as well. | guess that was kind of
my speculation. | wondered if sone of them wasn't or

maybe all of themisn't in the Del aware Muntain G oup
or the Wbl fcanp, but that was essentially ny question

there. So just confirm I'll go ahead and ask him as
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wel | then.

Yes, that is all the questions | have
for you. Thank you, M. Lopez.

THE HEARI NG EXAM NER: Thank you,
M. MCure. 1Is there any follow up?

MR. RANKIN: There are no foll ow ups.

THE HEARI NG EXAM NER:  Thank you. May
this w tness be excused?

THE W TNESS: Thank you.

THE HEARI NG EXAM NER: You may be.
Thank you. Wbuld you call your third w tness, please?

MR. RANKIN: Thank you, M. Exam ner.
M. Examiner, |'d like to call our third w tness,
Dr. Omen Hehneyer.

THE HEARI NG EXAM NER:  Now,
M. Hehnmeyer, you're under oath, and | see that you
have taken a conputer with you over to the w tness
stand. If you're going to look at that to answer a
guestion, please |let us know.

THE WTNESS: | wll.

THE HEARI NG EXAM NER: M. Ranki n?

MR. RANKIN: Thank you, M. Exam ner.

DI RECT EXAM NATI ON

BY MR, RANKI N:

Q Dr. Hehneyer, will you please state your --
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oh, you've already done that. Never mnd. It's out
of habit. You' ve already stated your full name for
t he record.

Dr. Hehnmeyer, have you prepared what's been
mar ked as Exhibit D as your self-affirned statenent
that was part of this exhibit packet filed on Tuesday
this week?

(Case 24273 Exhibit D was marked for
I dentification.)
A | recognize this exhibit. | believe it
m ght' ve been prepared at XTO s direction by Manhard
Consul ti ng.
Q Ch, I'"'msorry.
A "' mnot seeing Exhibit D on the screen. |
think I'"m holding the correct one.
Q So | guess I'mtal king about for the exhibit
packet, Exhibit Dis your self-affirnmed statenent?
A Oh, yeah. Yes. | did prepare the
self-affirmed statenent, yes.
Q You were throwi ng us off earlier.
A Yeah. | was |l ooking at a different exhibit.
Q Got it. Yeah, Exhibit D, that was the
self-affirmed statenent that you prepared and
submtted as part of the exhibit packet on Tuesday;

correct?

Page 302

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



© 00 N oo o b~ wWw N

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

A Yes, it is.

Q And al so attached to that is your
Exhi bit D1, which | your curriculumvitae?

A Yes.

Q M . Hehnmeyer, have you previously testified
before the division and have had your credentials as
an expert in reservoir engineering accepted by the
division as a matter of record?

A | have never testified before the NMOCD.

Q Dr. Hehnmeyer, does your CV accurately
refl ect your education and work experience and qualify
to testify in your opinion as an expert in reservoir
engi neeri ng?

A | believe that it does.

MR. RANKIN. M. Examiner, his CVis
attached and i ncluded at page 207 of the exhibit
packet .

THE HEARI NG EXAM NER: And what are you
seeking to have himaqualified, as a reservoir
engi neer ?

MR. RANKIN: Correct, M. Examner. W
woul d ask the division to tender Dr. Hehneyer as an
expert in reservoir engineering.

THE HEARI NG EXAM NER: Based on his

resune, he is so qualified. Please proceed.
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MR. RANKIN. Thank you, M. Exam ner.

BY MR RANKI N:
Q In Exhibit D2 is a statenent that
prepared reflecting your opinion that inject

temporarily into these wells will not inpair

or positively the ultimate recovery fromthese wells?

A Yes. | believe it will have no ef

the ultimate recovery of the wells.

Q Any corrections, additions, or changes to

your self-affirmed statenment marked as Exhibit D?

A | have no changes.
MR. RANKIN: At this tinme,
M. Exam ner, | would nove the adni ssion of

D1, and D2 into the record, and ask they be

THE HEARI NG EXAM NER:  And D2 is one

page; is it not?
MR. RANKIN: It is.
THE HEARI NG EXAM NER:  And it

out -- it's page 209 -- and it starts out "Closed Loop

Gas Capture Project"?
MR. RANKIN: That is correct.

THE HEARI NG EXAM NER: Are there any

obj ections? Okay. D and its subparts are now

admtted into the record.

Il

you
i on of gas

adversel y

fect on

Exhi bit D,

accept ed.

starts
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(Case 24273 Exhibit D was received into

evi dence.)

| think let's deal with yours as wel
at this tine.

MR. RANKIN:  Okay.

THE HEARI NG EXAM NER: \What do you have
that you want to enter?

MR. RANKI N: M. Exam ner, al so
attached to the exhibit packet are Exhibits E and F.
Exhibit Eis a notice affidavit that | prepared
reflecting that we have provided notice to all the
affected parties as required by the division CLGC
gui dance, including surface owners and wor ki ng
I nterest owners within the area of review

(Case 24273 Exhibit E was marked for

i dentification.)

I n addition, based on the division's
request, we have also provided notice to all the
royalty owners and interest owners in the gas both in
the CLGC wells, and as | understand, from the source
wells as well.

(Case 24273 Exhibit F was marked for

I dentification.)

And follow ng ny affidavit,

M. Examner, is a letter that we provided to each of
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t hese owners and interest owners show ng that we

provi ded notice of today's hearing. It was continued,
yeah, for March 21st. Following that is a certified
mailing |list show ng that each of the owners or
affected parties was provided notice and the status of
the mailing.

THE HEARI NG EXAM NER: | see your
affidavit marked as Exhibit E. | don't see where
anything is marked as Exhibit F.

MR. RANKIN: | haven't quite got -- |
guess, I'll -- so following the certified -- I'm
sorry. Following ny letter, not as a separate exhibit
but as the sanme exhibit is the list of parties who
received notice and the status of the certified
mai | i ng.

THE HEARI NG EXAM NER:  Ckay.

MR. RANKI N: Thank you for correcting
me. That is several pages |long. And then when you
get to the end of that, there's Exhibit F, which is
the | ast exhibit of the packet. It is a notice of
publication froma newspaper, in which we identified
t he subject matter of the application, the hearing,
and then identified each of the parties by nane.

THE HEARI NG EXAM NER: | see.

MR. RANKIN: We ask that in addition to
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Exhibit D and the attachnments, that Exhibit E and F
al so be accepted into the record.

THE HEARI NG EXAM NER: Are there any
objections? Hearing none, Exhibits E and F are
admtted into evidence.

(Case 24273 Exhibit E and Case 24273

Exhi bit F were received into evidence.)

So at this point, to be clear, all the
exhibits are entered into evidence.

M. MCure, do you have any questions
for this witness?

MR. MCCLURE: Yes, | do, M. Hearing
Exam ner.

THE HEARI NG EXAM NER:  Ckay. Let's
hear them

CROSS- EXAM NATI ON
BY MR. MCCLURE:

Q M. Hehnmeyer, let's go ahead and cl ean up
sone of our early questions real fast before | get
into the original questions | had for you. Page 69 of
228. On this table here, the bottomfive wells have a
zero pressure recorded for current average surface
pressure. What is the reason for that being zero
rat her than having a nunber there?

A Most of the closed | oop gas capture wells
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are currently down because they've been worked over
for change to gas lift. Zero PSIG pressure indicates
to nme that that well is down and that there's a fluid
colum that's preventing any pressure from reaching
the surface, so it's zero. That's a sign that it's
not produci ng.
Q Okay, thank you, sir. So then would ny

assunption fromthat is all of these pressures are

just the pressures that's currently sitting on the

production casing irregardl ess as to whether -- lift
or not?

A Correct. It says, "current average surface
pressure."” | take that to be the -- the, yeah, the
surface pressure. |If it's a positive nunber, you

know, it could be producing or not producing. But
zero tells me for sure it's not producing.

Q Okay. And that clearly isn't under gas |ift
currently?

A | don't believe that they have restarted the
gas lift into these wells yet.

Q Ckay. Thank you, sir. Several of the
proposed injection wells currently either |ow
produci ng or not produci ng because they're TA'd. As
such, | assune their bottom hole pressures are |ikely

relatively low. Does XTO have any concerns in regard
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to the ability to nostly recover any gas as
tenporarily injected into thenf

A | don't have any concerns about the ability
to recover gas on these wells. There are, | believe,
all of themor alnost all of themare currently down
because they were worked over in preparation for this
project. | reviewed the bottom hole pressures
avai l able fromthe -- data which was entered into the
record, and it showed bottom hol e pressures of high
hundreds of pounds to | ow thousands, dependi ng on how
recently that well had been active.

That they're currently down neans that the
pressure of the bottom of the hole is clinbing, right,
as the reservoir pressure diffuses back to the well.

VWhen we first turn these wells back on, it's
i kely that they'll be good producers and produce at
pressures that are over 1,000 pounds. And they may
need to produce for a few nonths before they're drawn
back down and able to take gas.

They -- they will get there at the proposed
new operating pressure. And in fact, | believe that
the wells now have installed gauges as well. So when
we restart, we'll be able to nonitor the pressure --
sonething -- and that's great new data that wasn't

avail able prior to the initiation of this project.
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Q Now, | guess, with the assunption that these
wells will likely be in operational status for, |

nmean, at |east greater than a year, and you would

presune that they'll eventually be drew back down --
A Correct. They've been successfully --
Q -- their latest production -- correct?
A Yes. They've been successfully drawn down

to 600, 800 pounds previously, and |'ve got every
reason to believe that we'll be able to draw t hem back
down to those sane pressures again, yes, which is
bel ow t he pressure of the proposed injection system
So they should be able to take gas once they've been
drawn back down to those previous pressures.

Q The question is, do you have any concern in
regards to being able to recover nost of the gas
i njected when you're in your recovery phase after the
I njection event?

A No. | -- 1 don't expect it to diffuse very
far fromthe fracture face. The duration of the
injection is quite short, and when you turn the wells
around and begin to produce, the first thing that you

shoul d get back is the gas you just injected.

Q And you don't believe that it will -- okay.
Let me back up. | believe you' ve essentially answered
my question. 1'll nove on.
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Okay. The only other cleanup question I
have for you, M. Hehneyer, page 44 of page 228. Are
you famliar with these gun barrel views that we have
depi cted here?

A | created both the gun barrel and the map
nyself, so I'mquite famliar

Q Very good. Just totally clicked sonething
on nmy -- there we go. Clicked sonething on ny
keyboard, and it went away from where | wanted it to
be.

Okay. There's nunerous offset wells,

I ncl uding sone wells that are, | nean, crossing these
wells --

A Correct.

Q -- in a lay-down configuration. Are any of
those wells within the formati on of interest, that
bei ng the Bone Spring?

A The Bone Spring -- as | think the NMOCD
defines it -- is fromthe top of the Avalon to the
base of the third Bone Spring, which is the top of the
Wol fcanmp XY. There's no nodern horizontal wells
drilled yet in those zones.

But for the purpose of your question, | -- |
woul d draw your attention to the map. | think it's --

my map is a good map, but a better map is the one
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prepared by Manhard. | have it as Exhibit | with the
AOR. It actually has those wells you're tal king about
that cross it and like the vertical wells and sonme of
the newly permtted wells.

" m prepared to tal k about a whol e bunch of
those wells, which I think is the gist of your
guesti on.

Q Well, et me provide you a little bit of
context. Essentially in the pilot projects, the
di vision's purpose for these approvals is for us to
gat her data. Part of that data is to determne --
into these wells is affecting offset production.

A Yeah.

Q So | guess what ny interest here is in
determ ning which wells, if any, are within one-eighth
mle of -- or even one-quarter mle within one of
the -- of one of these injection wells, be it that be
the vertical or not and which formations they're
wi t hin,

A Okay. All right. Yeah. So | was quite
interested in that as well, and |'ve | ooked at sone of
the wells on this map. Like, the horizontal wells
that cross, | guess, like, the group of six on the
right -- you can see there's a few-- a few wells that

I ntersect them perpendi cular on this map.
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VWhen | saw that, | was |ike, huh, well, I
better find out what depth those wells are at, of
course. And | did go and check. Those -- those wells
are drilled in the Del aware Mountain Goup. They're
not drilled in the Bone Spring.

And the cl osest approach is the 387H t hat
crosses the red well on the upper right of this
pi cture. That well is nore than 1,300 feet -- yes,
correct -- that well is nore than 1,300 feet above the
I njection well.

Q Okay. So it's in another bench higher than
that; is that correct?

A Correct. It's not in the Bone Spring. |It's
i n the Del aware Mountain G oup.

Q Oh, okay. | see what you' re saying. Ckay.
And then there are several vertical wells depicted in

this AOR. Are those perforated within the interval of

I nterest?
A So you said the distance you were npst
interested in was one-quarter mle. | was -- as part

of my due diligence, the distance | was nost
Interested in was the distance that | felt that the
hydraulic fractures could cover, which was nore |like a
few hundred feet.

So | individually reviewed each dot on this
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map that was within about 330 feet of each of the red
wel I's, including checking their depths in sone fancy
software. And the -- the vertical wells here are for
t he nost part abandoned. Most of themare quite
shallow. | didn't see any vertical wells that are
producing that are drilled close to the red wells and
to the depths of interest, which is the Bone Spring.

Q But to confirm that only includes wells
that are within 300 feet of the -- is that correct?

A Yeah, | was around 300 feet. So I didn't
check every -- every -- | didn't hand check every wel
wthin, | think you said, 1,000, a quarter mle, which
woul d be 1,320 feet.

Q And -- | was at a quarter mle, but if
menory serves ne right, | think the -- it's either a
gquarter mle or eighth mle on our guidance. And |
don't renenber positively. But regardless, you didn't
extend to within an eighth of a mle. It was 300 feet
Is the nost that you had extended to?

A 330 feet.

Q Ch, 330 feet. |I'msorry.

A | understand. | work a lot in Texas, and
330 feet is, you know, a popular nunmber. So --

Q Okay. No. That's what the setback is.

A -- somewhere to the -- the sizes of the
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hydraul ic fractures.

Q And - -

A And al t hough you did not -- you said the
Bone Spring, but you see the long horizontal wells
over on the west side that are on top of the red |ine?

Q Okay, yep.

A Those are the wells that are -- are the nost
Interesting to ne because they're nodern wells, and
they're obviously, they're large. They're drilled in
the Wbl fcanp, and though you see on this map that
they're only permtted, which is why they're straight
i ghts and not real surveys, those are XTO wells, and
they are now drilled. And sone of them are now
conpl et ed.

And there's two of themthat are in the
VWl f canp, which is underneath the Bone Spring. And |

believe it is possible that two of those wells could

communi cate with the 10H well, even with --

Q SO we --

A -- a different formati on on paper, | nean,
it's -- they're 600 feet or 800 feet below So but we

don't know yet. They're not producing, but that would
be sonething to watch for.

Q Yeah. So they are conpleted in what XTO
refers to as the Wol fcanmp XY, | think -- the top
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formation in the Wolfcanp. |s that correct?

A | couldn't say if it's the A or the XY.
just know it's the Wbl fcanp.

Q Ckay. So one of the -- one of the upper two
benches that XTO identifies in the Wl fcanp. [Is that

correct?
A Ri ght .
Q | guess essentially what the division --

THE HEARI NG EXAM NER: M. MC ure?

MR. MCCLURE: Yes, sir.

THE HEARI NG EXAM NER: Are you going to
want additional anal ysis?

MR. MCCLURE: Likely, yes.

THE HEARI NG EXAM NER: Ckay. Wy

don't --
MR. MCCLURE: To neet our gui dance.
THE HEARI NG EXAM NER: \Why don't you
just tell M. Rankin what you need, and we will |eave

the evidentiary record open for the additional
anal ysis, since we're conm ng back on April 18th to
finish this case anyway.

MR. MCCLURE: Yes, sir. The only thing
| was | ooking at was just seeing if | could find
positively whether our guidance says quarter mle or

eighth mle. Unfortunately, off the top of ny head,
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wasn't sure. But | can |ook at that here after --

THE HEARI NG EXAM NER:  Ckay. But
maybe, M. McClure -- M. MCure, mybe M. Rankin
knows. Do you know?

MR. RANKIN:. |I'msorry to say off the
top of nmy head, | cannot recall whether it's an eighth
or a quarter. But | believe that if M. MCure is
asking, | nean the -- I'"'mnot sure if you' re asking
for the AOR analysis, M. MC ure?

MR. MCCLURE: M. Rankin, what |'m
asking for is a suitable list of offset wells that can
be nonitored to confirmthat injection is not having
an effect on offset production.

THE HEARI NG EXAM NER: | s that clear
now? Okay. M. MCure, | think we can get that for

you, and we'll have it for you when we reconvene
April 18th.

MR. MCCLURE: Yeah, and I'Il be able to
| et himknow, | guess, in the meantinme; right? 1Is

that the thought process?
THE HEARI NG EXAM NER: That's right.
MR. MCCLURE: So they can have it
prepared? Okay. Thank you.
THE HEARI NG EXAM NER:  That's right.
MR. MCCLURE: Very good. I'Il plan on
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providing it to M. Rankin.
THE HEARI NG EXAM NER:  Ri ght.
M. Rankin, do you have any questions at this point

for this wtness based on the questions M. MC ure

asked?
MR. RANKIN: | do not, M. Exam ner.
THE HEARI NG EXAM NER: Okay. Very
good. We'll we're going to conme back. Now, | don't

expect you to have to bring your w tnesses back.
Where are they comng fron? Houston?

MR. RANKIN. Two places, M. Exan ner,
Houst on and M dl and.

THE HEARI NG EXAM NER:  They can appear
virtually, but | would recommend that they all appear
in case M. MClure has any recross or whatever you
want to call it at this point.

M. MC ure, are you clear about what
M. Rankin is going to submt in the meantine?

MR. MCCLURE: Yes. But if |I my pause
our proceedings for a little bit, I still have
addi tional questions that | would like to ask this
w tness today, if | may.

THE HEARI NG EXAM NER: Ckay. Go ahead.

MR. MCCLURE: Thank you, sir.

/1l
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BY MR, MCCLURE:
Q M. Hehnmeyer, the frac nodeling programthat
was used to, | guess, predict -- nodel what the

fractures may | ook like for these wells --

A Yep.
Q -- which program was used for that?
A It's the Schl unberger package which is

commonly cal l ed Kineti x.

Q Ckay. Very good. | was going to say |
think I'"mactually maybe famliar with it. | was
going to say | don't renmenber it being called Kinetix,
but it was several years back when | was --

In regards to determ ning the paraneters
used within that nodel, what was used to make those
determ nati ons?

A So to nmake a prediction of the size and
w dth of a hydraulic fracture, you need a |ot of input
dat a.

Q Exactly.

A Sone of which is neasured, and sone of which
Is estimted. Anong the nost inportant of those is
what's called the mninum stress. So you basically --
you have to know how nuch energy it takes to crack the
rocks at every single depth.

We have estimations of that, but it's
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uncertain. And that's what kind of controls how tal
and wide the fracture -- |ike, how nuch energy it
takes to crack the rock. Also, what controls how

| arge that goes is how |l ong you punped, how hard you
punped, and what you punped.

So what was done was that we have experts --
being a | arge conpany -- whose full-time job it is, is
to do not hing but nodel hydraulic fractures. And we
give themthe, what's called the punp curves. So
| i ke, how much water was punped, and how nuch sand was
punmped versus tinme. And they input that along with a
stress curve that cones from a geol ogi st who exam nes
| 0gs.

And then they run a simulation with the
fluid properties, the rock properties, and all of

t hose punping curves in order to make their best guess

about how tall it could grow and how wde it could
grow. It's -- it's quite sophisticated. And KinetiXx
is the nost -- | would say the -- the industry
standard, but it's -- this is definitely the best that

we coul d do.

Q Yes, sir. | understand. | guess maybe to
try to direct your question a little nore in or direct
my question a little bit nore specific, in order to

get your rock properties then initially, you had the
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programdo a log interpretation and then maybe it was
refined by a petrophysicist. |Is that --

A Correct.

Q Ckay. Okay.

A There's a geoscientist on our team a
petrophysicist, as you accurately guessed. And her
job was to supply those curves to the hydraulic
fracturing nodelers. And she did the best she
could -- she could, but it's an estimation, you know.

And small changes -- small changes in the
i nterpretation fromthe geophysicist about the
I ndi vi dual stress and pressure in the rock can lead to
noderate or | arge changes in the height or width of
the fracture. It makes it quite difficult. But we do
have | ots of logs, right, in Poker Lake.

So and there's also sort of conpeting
I nterpretations of what that could be. But this is
one interpretation of what that fracture could' ve
| ooked |i ke based on a single determ nistic input from

t he geophysi ci st.

Q Yes, sir. | understand. Yeah, and | feel
your pain, | guess, when it cones to determ ning those
paranmeters, | guess. Oh, go ahead.

A Well, | was going to say, | notice when

revi ew ot her applications that people had not provided

Page 321

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



© 00 N oo o b~ wWw N

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

these. And as a reservoir engineer, | really did want
to provide these and show you, |ike, what it could be
and -- and also like -- but -- but knowing that's just
one interpretation of what it could be; right?

It could also be different, and you know,
maybe ot hers haven't supplied them like, in the past,
but like, this was our -- our best effort at one
I nterpretation of what it could be.

Q And just to quickly wap up on how t he
nodel s were produced. As far as checking and
confirmng the output fromthe nodel, there was never

any mcroseismc or anything |like that conducted,;

correct?
A No. At the time that these wells were
fracked, I'm not aware that anyone did m croseisn c on

these wells in particular.

Q Ckay. So then would it be correct to say
that in regards to confirmation, is kind of production
mat chi ng ki nd of what was used to try to confirm
the --

A -- production, you have to then take the
predi cted shape of the hydraulic fracture nodel and
inmport it into a reservoir sinulation, and then run
that stinmulation. That -- that second step was not

done. That's -- that's --
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Q Ckay.

A -- unfortunately, that's even nore
chal | engi ng.

Q Ckay, sir. Now, on page -- | think
M. Rankin m ght have nme on the page | want. Let ne
get ny PDF pulled up and put back over here. | have
mar ked page 52 -- oh, actually, what M. Rankin has is
decent, but 52 shows ne ny confining |ayer as well.

On page 52 of 228, if you wanted to -- yes.

If we | ook at that frac nodel or the
possi bl e fracture shape for the Avalon, it appears
that it is going through the confining |ayer there.

A Correct. That's what the picture shows.

Q So | guess with that in mnd, are we able to
consi der that |ayer confining then?

A Il would still -- I would still consider that
| ayer to be confining in this particular case, despite
what this nodel shows.

Q | was going to say, fromthe division's
st andpoi nt, we have to side on the conservative
position, especially considering that there is likely
t here's Del aware Mountain Group Production quite

literally right across there. But even if it wasn't,

we would still be |ooking at isolation of strata.
And as such, | nean, even the possibility
Page 323

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



© 00 N oo o b~ wWw N

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

that we may be fracking through that confining |ayer,
very much limts the ability, | guess, of the division
to approve your three different Avalon injector wells.

A The nodel only shows the wetted hydraulic
fracture. It does not show the propped hydraulic
fracture. And if it's not propped, it can't
communi cat e.

Q And is not injecting of gas capable of going

t hrough fractures, whether they're propped or not?

A If they're not propped and the injection
pressure is below what's called -- what the fracturing
pressure, no. It won't be able to reopen it. The

I njection pressure is too low to reopen that fracture.

Q So | guess, do you know what your opening
pressure is -- your open -- stresses there?
A It -- inthe -- it's always the case that to

crack the rock, you have to raise it to a pressure
t hat exceeds the hydrostatic pressure typica
gradients for stress, or like 0.5 to 0.8 PSI per foot.
And the injection is going to be well, well under
hydrostatic pressure. So it's not possible for the
I njection to crack the rock or reopen the fracture.

Q Now, these wells have been producing for
don't know how many years, but | would assune the

matri x pressure is at |east sonmewhat reduced from at
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the point that they're originally fracked. Wuld you
agree with that?

A Yeah. They've -- we've definitely w thdrawn
enough fluid to reduce the pressure within tens of
feet fromeach fracture face by hundreds of pounds.

Q So with that consideration, do you still
feel that you would need the sane pressure as what was
needed when the wells were fracked in order to reopen
the fracture?

A We're injecting at a pressure that's, |
believe, well below what it would take to reopen that
fracture. | think you're going to have to press
agai nst the rock at pressures exceedi ng hydrostatic
pressure.

In -- in other basins, |'ve seen injected
gas travel thousands of feet through fractures that |
bel i eve were reopened, but that took many, many, many
t housands of pounds of pressures well in excess of
hydrostati c gradient.

Q Now, how t hese orders are being issued,
we're not currently putting guidelines on -- we have a
maxi mum i nj ecti on pressure, yes, but we don't
currently have a maxi mum i njection duration or maxi nmum
i njection rate, anything el se along those |ines.

So is it your testinony today that you do
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not believe that given your pressures be maxed out on
I njection or reach 1,250 max goi ng down, you do not
beli eve the bottom hole pressures could possibly
exceed the closing pressure of those fractures?

A That's my testinony. | do not believe we're
going to reopen that unpropped fracture. There's
addi tional reasons why | think it's -- that it's not
propped as well. |[|'ve exam ned the water oil ratio of
all three producing Aval on wells and proposal, and
they're all extrenely consistent, between 6 and 7.

And they're also consistent with the broader
area. And when you | ook at the WORs of Del aware
Mountain Group wells, they're all really high -- nmuch
hi gher than that. |If this was propped and connected
to the Del aware Mountain G oup, the produci ng WORs at
t hose three Aval on wells would be rmuch higher.

And it's just not. They're eerily
consi stent, suggesting they're all producing fromthe
Aval on the sane as all the other Avalon wells in the
area. So | pretty strongly believe that it's not
propped in the Del aware Mountain G oup.

But I'ma scientist and you know, there's
always like a tiny, tiny chance. What could you do if
you wanted to check? You could nonitor the Del aware

Mountain G oup wells that are above, right, those

Page 326

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



© 00 N oo o b~ wWw N

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

three producers. And if gas did | eak, you would see
it in the GOR on those wells. And ny hypothesis -- ny
strong hypothesis is you will not see an increase in
GOR at those wells.
Q Now, those Del aware Mountain G oup wells,
those all operated by XTO. Is that correct?
A Yes, they are.
MR. MCCLURE: Okay. The division wll
di scuss internally in regard to this. | don't know if
there's nore discussion needed here at the hearing.
But just as forewarning, the -- or just
for providing some context, the division definitely
needs to take a conservative approach when we're
| ooki ng to make sure our injection intervals or our
injection wells actually are -- to the injection
interval. And this is definitely problematic, |

guess, mght be the way to put it out there.

| guess, | don't have any nore
guestions. | thank you, sir.
Thank you, M. Hearing Exami ner. No

nore questions.

THE HEARI NG EXAM NER: Sure. Thanks,
M. McClure. M. Rankin, |I'msure that you have sone
guestions you want to follow up with. But |I'm

beginning to fade, and | don't think that's a good

Page 327

Veritext Lega Solutions

Caendar-nm@veritext.com 505-243-5691 WWWw.veritext.com




© 00 N oo o b~ wWw N

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

| dea.

So since we're com ng back on April 18,
can | ask you to think about the questions you want to
ask, and we will reopen the record at that tine. I
would like to confirmny list with you. | want to
make sure that we're on the sanme page when it cones to
what you are going to be supplenenting the record with
or you know, with one anended exhibit wth a package
with a cover letter.

So can you just review with nme what you
understand we still want at this point?

MR. RANKIN:. M. Exam ner and
M. MCl ure, we discussed supplenenting the notice to
correct the acreage description for the project area
by providing notice to all the parties affected, and
republishing notice in the newspaper with that
correction per an updated affidavit reflecting that
we' ve done so.

We di scussed renoving paragraph 8 from
M. Oivas' testinony to make clear that while they're
seeking the ability to add additional source wells to
the injection, they are not asking for adm nistrative
approval for additional injection wells.

We di scussed -- and actually, one thing

we did check, M. MC ure, you asked us about the
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casing and cenent for the area of review wells. W
actually have that in that table, and it was cut off
because it was too long, and | didn't catch that it
was cut off. So we can make that an addition.

THE HEARI NG EXAM NER: \What exhi bit
number is that?

MR. RANKIN: It's J in the application.
One second. It's Exhibit J in the application, page
120 -- starting at page 126. So the --

THE HEARI NG EXAM NER: Ckay. And

you're going to include the full page?

MR. RANKIN: Yes, we wll. Then
M. MCl ure asked also for, | believe, the guidance
fromthe -- whatever the guidance requires offsetting

wells, alist of offsetting wells that could be used
to nonitor injection, | believe within a quarter mile
I's the guidance. So we will provide a |ist of those
wells as well.

THE HEARI NG EXAM NER:  And he was sure
about the quarter mle? | think you were going to
check.

MR. RANKIN: We'll check.

THE HEARI NG EXAM NER:  Yeah.

MR. RANKI N: \What ever the guidance is.

THE HEARI NG EXAM NER: Ri ght .
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MR. RANKIN: Whether it's an eighth or
a quarter, we'll double check.

THE HEARI NG EXAM NER:  Ckay. And
M. MCure, is that a conprehensive list?

MR. MCCLURE: There was a few extra
t hi ngs which | was going to ask here at the end. That
is -- inregards to that last itemthat M. Rankin
listed in regards to the offsetting wells that's
within the formations, if we could anmend the gun
barrel view to include those such that | know which
wells are they offsetting of, if that nakes sense.

MR. RANKI N: So in addition to a |ist,
M. McClure, we'll add those wells into that gun
barrel view.

MR. MCCLURE: That's if at all
possible. In addition to that, did you reference the
al l ocation plan that you were going to resubmt; is
t hat correct?

MR. RANKIN:. | didn't in ny | ast
summtion, M. MClure, but our intent is to file a
depiction or a sanple calculation for a GOR --
followng a GOR, following a CLGC injection event.

MR. MCCLURE: Ckay. Thank you, sir.
The only other things that | have on ny list is if you

could produce a list of the central tank batteries and

Page 330

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



© 00 N oo o b~ wWw N

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

conpressor stations that are a part of this gas
gathering or this gas gathering facility system

MR. RANKI N: M. MClure, | guess, |I'm
wondering, that seens |like a com ngling issue, and |'m
wondering if we can address com ngling separately at
anot her tinme.

MR. MCCLURE: Well, the reason | ask
for it is this project falls out of the context of our
currently approved pilot projects. Qur currently
approved pilot projects don't take into account a
mdstream So |'m hoping to have a conpl ete picture
of what we're |ooking at so the division can deci de
how to proceed here. That's also the reason | was
aski ng about title transfer, to try to figure out
exactly what we're | ooking at here.

MR. RANKIN: So if it turns out that
what we were discussing was actually nore like infield
gat hering, would that change your request?

MR. MCCLURE: | guess | don't
under st and your question by "infield gathering."”

MR. RANKIN:  Well, I'"'mtrying to
understand why m dstream makes a difference to CLGC
injection. | nean, | guess |I'm happy to confer with
you, M. MClure, between now and then. | just don't

want to get too far down into com ngling, which I
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understand is a separate issue.

MR. MCCLURE: It's not ny intent to
mess with comngling. M intent is to have a picture
of where all the source wells is being derived from
if we're including that as a part of this pilot
proj ect.

MR. RANKI N:  Okay.

MR. MCCLURE: And under the nornmal
context of every other pilot project, your source
wells -- however, there is a distinction between this
pilot project and the other pilot projects in as there
wasn't a title transfer occurring in between injection
and production. It was being produced, injected,
reproduced, and then sold. There wasn't, |ike, that
m ddl e player, at |east to my understandi ng of prior
proj ects.

MR. RANKI N: M. MCure, is it okay if
| confer with you on this point as we go forward
bet ween now and April 18th? Because | don't know --
the prem se of your request, |I'mnot sure we have a
clear answer to. So | want to confer with you about
t he circunstances before, you know, we pull all that

i nformation together. Does that make sense?

In other words, | think if you want to
know t he sources of the well -- the gas, | think we
Page 332

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



© 00 N oo o b~ wWw N

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

can do that. But I'mnot -- anyway, yeah, no. [|I'm
happy to confer with you and as | | ook into the
guestion, | may conme back to you and di scuss what |
find and see if that changes your understandi ng or
request in any way.

MR. MCCLURE: | guess just to make sure
t hat you understand what nmy current request is,
essentially what was | was asking for was a |ist of
the central tank batteries and conpressor facilities
tied into this gas gathering facility system System
is a better word. Are you understandi ng what ny
original question was, M. Rankin?

MR. RANKIN: | need to make sure the
clients do.

MR. MCCLURE: Okay.

MR. RANKIN:. Yeah, they do.

MR. MCCLURE: Okay. And then you're --
| guess, are you still w shing to confer further prior

to providing that, or what's your thought process?

MR. RANKI N: | think, because | don't
understand it, M. MClure, | want to make sure |
understand it. So | will confer with you, and I"'1]I

have them work on pulling it together. But | think it
may be hel pful for us to have a conversation, so we're

both on the sane page.
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MR. MCCLURE: Okay. M. Hearing
Exam ner, does everything there sound appropriate to
you?

THE HEARI NG EXAM NER: | was going to
ask -- thanks for asking, M. MCure. | was going to
ask M. Rankin and you to please copy nme on any emails
that go back and forth to you. Since the hearing
record is still open, | want to nmake sure that it's
proper, what goes back and forth.

So does that help you, M. MC ure?

MR. MCCLURE: Yes, it does. Thank you,
sir.

THE HEARI NG EXAM NER: Okay. And if
there is a phone conversation, please reduce it to a
menor andum and email it.

MR. MCCLURE: Very good. Does that
work for you, M. Rankin?

MR. RANKIN: That sounds great, Dean,

yep.
THE HEARI NG EXAM NER:  Ckay.
MR. MCCLURE: AlIl right, thank you.
THE HEARI NG EXAM NER: So on April 18,
how full is our docket, Freya?

MR, TSCHANTZ: On April 18th?
THE HEARI NG EXAM NER: Yes. That's
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when we're reconvening in this case.

MR. TSCHANTZ: There are two contested

heari ngs and 39 cases right now.

THE HEARI NG EXAM NER

not put anything nore on the April 18 docket; okay?

Let's put anything we can on My, si

going to have three contested hearings, as far as |

understand it. | realize that we're just cleaning

this one up, but who knows what can

produce all this evidence and M. MC ure has a chance

to review it.

Last question, M. Rankin. | know we

didn't get to your fourth w tness.

who you're going to want to call in April?

MR. RANKIN:. We nmay reserve the right

to do so --

THE HEARI NG EXAM NER

MR. RANKI N: -- based on M. MClure's

guestions and yeah.

THE HEARI NG EXAM NER

this witness as an expert, | would suggest that you
file an affidavit and a CV if he hasn't been -- is it
a he?

MR. RANKIN: It is.
THE HEARI NG EXAM NER

Ch, okay. Let's

nce we're now

happen when you

| s that soneone

Ckay.

Now, if you cal

Ckay. | would
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suggest that you file that in advance so |

it and so can M. MClure before you call that fourth

W t ness.
MR. RANKI N: WIlIl do.
THE HEARI NG EXAM NER: Ckay.

good. M. MClure, are we done with this case for

t oday?

MR. MCCLURE: Yes, sir, M.
Exam ner.

THE HEARI NG EXAM NER:  Ckay,
It is 4:15 p.m on March 21st, and we have

and are off the record. Thank you.

(Wher eupon, at 4:15 p.m, the

proceedi ng was concl uded.)

can revi ew

Sounds

Heari ng

very good.

concl uded
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I, JAMES COGSVELL, the officer before whom
t he foregoing proceedi ngs were taken, do hereby
certify that any witness(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
sai d proceedings are a true and accurate record to the
best of my know edge, skills, and ability; that | am
neither counsel for, related to, nor enployed by any
of the parties to the action in which this was taken;
and, further, that | amnot a relative or enployee of
any counsel or attorney enployed by the parties

hereto, nor financially or otherwise interested in the

7

JAMES COGSWELL

outcone of this action.

Notary Public in and for the

State of New Mexico
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proceedings to the best of ny know edge, skills, and
ability; that | am neither counsel for, related to,
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otherwi se interested in the outconme of this action.
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