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STATE OF NEW MEXI CO

O L CONSERVATI ON DI VI SI ON

CONSI DERI NG
Case Nos.

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

22700, 24121, 24195,

24207, 24284, 24286,
24434, 24432, 24435,
24437, 24438, 24439,
24459, 24460, 24462,
24182, 24183, 24200,
24323, 24336, 24398,
24401, 24402, 24403,
24406, 24407, 24408,
24411, 24412, 24413,
24417, 24418, 24419,
24423, 24424, 24425,
24428, 24429, 24430,
24444, 24445, 24447,
24450, 24454, 24456,
24466, 24467, 24468,
24471, 24472, 24473,

ENERGY, M NERAL AND NATURAL RESOURCES DEPARTMENT

Docket No.
15- 24
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24474, 24376,

24124, 24125, 23823,

Heari ng Exam ner Gregory A. Chakalian

23824.
HEARI NG
DATE: Thur sday, May 16, 2024
Tl VE: 8:27 a.m
BEFORE:
LOCATI ON: Pecos Hal |
1220 South St. Francis
Santa Fe, NM 87505
REPORTED BY: James Cogswel |
JOB NO.: 6649812
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APPEARANCES
ON BEHALF OF O L CONSERVATI ON DI VI SI ON
CHRI STOPHER L. MOANDER, ESQUI RE ( by
vi deoconf erence)
O | Conservation Division
1220 South Saint Francis Drive
Santa Fe, NM 87505

ON BEHALF OF APACHE CORPORATI ON:
ADAM G. RANKI N, ESQUI RE
Hol | and & Hart LLP
110 North Guadal upe Street, Unit 1
Santa Fe, NM 87501

ON BEHALF OF ARMSTRONG ENERGY CORPORATI ON AND SLASH

EXPLORATI ON:
DANA S. HARDY, ESQUI RE
Hi nkl e Shanor LLP
218 Montezuma Avenue

Santa Fe, NM 87501
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APPEARANCES (Cont'd)
ON BEHALF OF AVANT OPERATI NG, LLC:
M GUEL A. SUAZO, ESQUI RE
Beatty & Wozni ak, P.C.
310 Ashburn Cove
Austin, TX 78738

ON BEHALF OF ClI MAREX ENERGEY COMPANY:
DARI N C. SAVAGE, ESQUI RE (by videoconference)
Abadie & Schill, P.C.

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

DEANA M  BENNETT, ESQUI RE

Modral | Sperling

500 4th Street Northwest, Unit 1000
Al buquer que, NM 87102
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APPEARANCES (Cont'd)
ON BEHALF OF COG OPERATI NG, LLC:
DANA S. HARDY, ESQUI RE
Hi nkl e Shanor LLP
218 Montezuma Avenue

Santa Fe, NM 87501

ELI ZABETH A. RYAN, ESQUI RE (by videoconference)
ConocoPhi lli ps

600 West Illinois Avenue

M dl and, TX 79701

M CHAEL H. FELDEWERT, ESQUI RE
Hol | and & Hart LLP

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

ON BEHALF OF EGL RESOURCES:
JACLYN M MCLEAN, ESQUI RE
Hi nkl e Shanor LLP
218 Montezuma Avenue

Santa Fe, NM 87501

Page 5

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 EMPI RE NEW MEXI CO, LLC:

DANA S. HARDY, ESQUI RE
Hi nkl e Shanor LLP
218 Montezuna Avenue

Santa Fe, NM 87501

ERNEST L. PADILLA, ESQUI RE
Padilla Law Firm P.A.

PO Box 2523

Santa Fe, NM 87504

SHARON T. SHAHEEN, ESQUI RE (by vi deoconference)
Mont gonery & Andrews P. A

325 Paseo De Peralta

Santa Fe, NM 87501
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14
15
16
17
18
19
20
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23
24
25

APPEARANGCES (Cont'd)

ON BEHALF OF EOG RESOURCES, | NC.:

JENNI FER L. BRADFUTE, ESQUI RE (by

vi deoconference)

Bradfute Consulting & Legal Services
PO Box 90233

Al buquer que, NM 87199

JORDAN L. KESSLER, ESQUI RE
EOG Resources, | nc

125 Lincoln Avenue, Suite 213
Santa Fe, NM 87501

ON BEHALF OF FRANKLI N MOUNTAI N ENERGY 3, LLC:

DEANA M. BENNETT, ESQUI RE

Modr all Sperling

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

YARI THZA PENA, ESQUI RE

Modr al |l Sperling

500 4th Street Northwest, Unit 1000
Al buquer que, NM 87102
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13
14
15
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18
19
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24
25

APPEARANTCES (Cont'd)

ON BEHALF OF GOODNI GHT Ml DSTREAM PERM AN:

ADAM G. RANKI N, ESQUI RE

Hol | and & Hart LLP

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

ON BEHALF OF HI LCORP ENERGY COMPANY:

ADAM G. RANKI N, ESQUI RE

Hol | and & Hart LLP

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

ON BEHALF OF MARATHON Ol L PERMI AN, LLC:

DEANA M. BENNETT, ESQUI RE

Modrall Sperling

500 4th Street Northwest, Unit 1000
Al buquerque, NM 87102

Ml GUEL A. SUAZO, ESQUI RE
Beatty & Wozni ak, P.C.
310 Ashburn Cove

Austin, TX 78738
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A PPEARANTCES (Cont'd)
ON BEHALF OF MATADOR PRODUCTI ON COMPANY:
ADAM G. RANKI N, ESQUI RE
Hol | and & Hart LLP
110 North Guadal upe Street, Unit 1
Santa Fe, NM 87501

JAMES G. BRUCE, ESQUI RE
James Bruce, Attorney at Law
PO Box 1056

Santa Fe, NM 87504

ON BEHALF OF MEWBOURNE OI L COMPANY:
ADAM G. RANKI N, ESQUI RE
Hol | and & Hart LLP
110 North Guadal upe Street, Unit 1
Santa Fe, NM 87501

JAMES G. BRUCE, ESQUI RE
James Bruce, Attorney at Law
PO Box 1056

Santa Fe, NM 87504
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APPEARANCES (Cont'd)

ON BEHALF OF MRC PERM AN COMPANY:

M CHAEL H. FELDEWERT, ESQUI RE
Hol | and & Hart LLP

110 North CGuadal upe Street, Unit 1
Santa Fe, NM 87501

ON BEHALF OF NOVO O L AND GAS NORTHERN DELAWARE, LLC:

DANA S. HARDY, ESQUI RE
Hi nkl e Shanor LLP
218 Montezuma Avenue

Santa Fe, NM 87501

ON BEHALF OF OXY USA, | NC.

ADAM G. RANKI N, ESQUI RE

Hol | and & Hart LLP

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

ON BEHALF OF PERM AN LI NE SERVI CE

MATTHEW M BECK, ESQUI RE (by vi deoconference)
Pei fer, Hanson, Millins & Baker, P.A

20 First Plaza Center Northwest

Al buquer que, NM 87102
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APPEARANCES (Cont'd)
ON BEHALF OF PERM AN RESOURCES OPERATI NG, LLC:
ADAM G. RANKI N, ESQUI RE
Hol | and & Hart LLP
110 North Guadal upe Street, Unit 1
Santa Fe, NM 87501

DANA S. HARDY, ESQUI RE
Hi nkl e Shanor LLP
218 Montezuma Avenue

Santa Fe, NM 87501

SHARON T. SHAHEEN, ESQUI RE (by vi deoconference)

Mont gonery & Andrews P. A
325 Paseo De Peralta
Santa Fe, NM 87501

ON BEHALF OF PI LOT WATER:
M GUEL A. SUAZO, ESQUI RE
Beatty & Wbzni ak, P.C.
310 Ashburn Cove
Austin, TX 78738
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APPEARANCES (Cont'd)
ON BEHALF OF RI CE OPERATI NG COMPANY:
MATTHEW M BECK, ESQUI RE (by vi deoconference)
Pei fer, Hanson, Miullins & Baker, P.A.
20 First Plaza Center Northwest

Al buquer que, NM 87102

ON BEHALF OF SI LVERBACK OPERATI NG I 1 :
BENJAM N B. HOLLI DAY, ESQUI RE ( by
vi deoconf erence)
Hol | i day Energy Law Group, PC
107 Kat herine Court
San Antonio, TX 78209

ON BEHALF OF SPUR ENERGY PARTNERS LLC:
DANA S. HARDY, ESQUI RE
Hi nkl e Shanor LLP
218 Montezuma Avenue

Santa Fe, NM 87501

ON BEHALF OF TEXAS STANDARD OPERATI NG NM LLC:
JAMES G. BRUCE, ESQUI RE
James Bruce, Attorney at Law
PO Box 1056
Santa Fe, NM 87504
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APPEARANCES (Cont'd)

ON BEHALF OF XTO ENERGY, | NC.

ADAM G

RANKI N, ESQUI RE

Hol | and & Hart LLP

110 North Guadal upe Street, Unit 1

Santa Fe, NM 87501

M GUEL A. SUAZO, ESQUI RE

Beatty

& Wbzni ak, P.C.

310 Ashburn Cove

Austin,

TX 78738

ALSO PRESENT:

Freya Tschantz, Law Clerk, OCD

Leonard Lowe, Technical Exam ner, OCD

Dean McCl ure, Technical Exam ner, OCD (via

vi deoconference)

Sanuel

Sophi a

Cox, Landman (via videoconference)

Guerra, Landman (via videoconference)

Josh Payne, Geologist (via videoconference)

Farl ey

Duval I, Landman (via videoconference)

Don Johnson, Landman (via videoconference)
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W TNESSES:
SAMUEL COX

By M. Lowe
FARLEY DUVALL

By Ms. Bennett
DON JOHNSON

By M. Lowe

I NDEX

DX

154

180

206

CX

RDX RCX
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NO.
24450:
Exhi bi t
Exhi bi t

Exhi bi t

Exhi bi t

NO.

24182:

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

NO.

24183:
Exhi bi t

A
B

C

D

A
B

C

D

A

EXHI BI TS

DESCRI PTI ON

Compul sory Pool i ng Checkli st
Af fidavit of Don Johnson,

Land Pr of essi onal

Af fidavit of Ben Kessel,

CGeol ogi st
Decl arati on of

Bennet t

DESCRI PTI ON

Compul sory Pooling Checkli st

Decl arati on of Sanuel

Deana M

Land Pr of essi onal

Affidavit of Matt

CGeol ogi st
Decl arati on of

Bennett

DESCRI PTI ON

Compul sory Pool i ng Checkli st

Deana M

Cox,

Baker,

| D/ EVD

148/ 149

148/ 149

148/ 149

148/ 149

| D/ EVD

151/ 152
151/ 152

152/ 152

152/ 152

| D/ EVD

161/ 162
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NO.

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

24183 (Cont' d):

Exhi bi t

Exhi bi t

Exhi bi t

NO.

24336:

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

NO.

24376:

Exhi bi t
Exhi bi t

B

C

D

A
B

C

D

A
B

Decl arati on of Samuel Cox, 161/ 162
Land Professional

Affidavit of Matt Baker,

CGeol ogqi st 162/ 162
Decl arati on of Deana M

Bennet t 162/ 162

DESCRI PTI ON | D/ EVD

Compul sory Pooling Checklist 165/165
Decl aration of Sanmuel Cox, 165/ 165
Land Professional

Affidavit of Matt Baker,

CGeol ogi st 165/ 165
Decl arati on of Deana M

Bennet t 165/ 165

DESCRI PTI ON | D/ EVD

Compul sory Pooling Checklist 169/174
Filed Application and Proposed
Noti ce of Hearing 169/ 174
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NO.

EXHI BI TS (Cont'd)
DESCRI PTI ON

24376 (Cont' d):

Exhi bi t

Exhi bi t

Exhi bi t
Exhi bi t

NO.

24398:

Exhi bi t

Exhi bi t

NO.

24399:

Exhi bi t

Exhi bi t

C

D

E

A

B

A

B

Prepared by Sophia Guerra,
Seni or Landman

Prepared by Josh Payne,
Seni or Geol ogi st

Notice Affidavit

Affidavit of Publication

DESCRI PTI ON

Affidavit of Farley Duvall,
Land Professional

Notice I nformati on

DESCRI PTI ON

Af fidavit of Farley Duvall,

Land Pr of essi onal

Notice I nformati on

| D/ EVD

169/ 174

171/ 174

173/ 174

174/ 174

| D/ EVD

176/ 181

176/ 181

| D/ EVD

176/ 181
176/ 181
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NO.

24400:

Exhi bi t

Exhi bi t

NO.

24401:

Exhi bi t

Exhi bi t

NO.

24402:

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

A

B

A

B

A
B

C

D

E

F

EXHI BI TS (Cont'd)
DESCRI PTI ON
Affidavit of Farley Duvall,

Land Pr of essi onal

Notice I nfornation
DESCRI PTI ON
Affidavit of Farley Duvall,

Land Prof essi onal

Notice I nformati on

DESCRI PTI ON

Compul sory Pool i ng Checkli st
Application for Conpul sory
Pool i ng

Sel f-Affirmed Statenment
Rodri gues, Land Professi onal
Self-Affirmed Statenment of
Charl es Crosby, Geol ogi st
Self-Affirmed Statenment of
Notice

Affidavit of Publication

| D/ EVD

176/ 182

176/ 182

| D/ EVD

176/ 182

176/ 182

| D/ EVD

185/ 187

185/ 187

of Ari ana

185/ 187

186/ 187

186/ 187
186/ 187
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NO.

24403:

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

NO.

24404:

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

D

E

EXHI BI TS (Cont'd)
DESCRI PTI ON

Compul sory Pool i ng Checkli st
Application for Compul sory

Pool i ng

| D/ EVD

185/ 187

185/ 187

Self-Affirmed Statenment of Ariana

Rodri gues, Land Professional
Self-Affirmed Statenment of
Charl es Crosby, Geol ogi st
Sel f-Affirmed Statenment of
Noti ce

Af fidavit of Publication

DESCRI PTI ON

Compul sory Pooling Checkli st

Application of OXY USA I nc.
Compul sory Pool i ng

185/ 187

186/ 187

186/ 187
186/ 187

| D/ EVD

189/ 191

for

189/ 191

Self-Affirmed Statenment of Courtney

Carr, Land Professional

189/ 191

Sel f-Affirmed Statenent of Jared

Rountree, Geol ogi st
Self-Affirmed Statenent of

Noti ce

190/ 191

191/ 191
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NO.

24404 (Cont' d):

Exhi bi t

NO.

24405:

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

NO.

24406:

Exhi bi t

Exhi bi t

Exhi bi t

F

A
B

C

D

E

F

A
B

C

EXHI BI TS (Cont'd)

DESCRI PTI ON | D/ EVD
Affidavit of Publication 191/ 191
DESCRI PTI ON | D/ EVD

Conmpul sory Pooling Checklist 189/191
Application of OXY USA Inc. for
Compul sory Pool i ng 189/ 191
Self-Affirmed Statenent of Courtney
Carr, Land Professional 189/ 191
Self-Affirmed Statenment of Jared
Rountree, Geol ogi st 190/ 191
Self-Affirmed Statenment of

Noti ce 191/ 191
Affidavit of Publication 191/ 191
DESCRI PTI ON | D/ EVD

Compul sory Pooling Checklist 189/191
Application of OXY USA Inc. for
Conmpul sory Pool i ng 189/ 191
Self-Affirmed Statenent of Courtney
Carr, Land Professional 189/ 191
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NO.

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

24406 (Cont' d):

Exhi bi t

Exhi bi t

Exhi bi t

NO.

24464:

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

NO.

24465:

Exhi bi t
Exhi bi t

D

E

F

A
B

C

D

A
B

Sel f-Affirmed Statenent of Jared
Rountree, Geol ogi st 190/ 191

Sel f-Affirmed Statenment of

Noti ce 191/ 191
Af fidavit of Publication 191/ 191
DESCRI PTI ON | D/ EVD

Compul sory Pooling Checklist 198/199
Affidavit of Don Johnson,

Land Professional 198/ 199
Affidavit of Ben Kessel,

Geol ogi st 198/ 199
Decl arati on of Deana M

Bennet t 198/ 199

DESCRI PTI ON | D/ EVD

Compul sory Pooling Checklist 198/199

Af fidavit of Don Johnson,
Land Prof essi onal 198/ 199
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NO.

EXHI BI TS (Cont'd)
DESCRI PTI ON

24465 (Cont' d):

Exhi bi t

Exhi bi t

NO.

24466:

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

NO.

24471

Exhi bi t

Exhi bi t

Exhi bi t

C

D

A
B

C

D

A
B

C

Affidavit of Ben Kessel,
CGeol ogi st
Decl arati on of Deana M

Bennett

DESCRI PTI ON

Compul sory Pooling Checkli st
Af fidavit of Don Johnson,
Land Professional

Affidavit of Ben Kessel,
CGeol ogi st

Decl arati on of Deana M

Bennet t

DESCRI PTI ON

Compul sory Pooling Checkli st
Affidavit of Don Johnson,
Land Professional

Affidavit of Ben Kessel,

CGeol ogi st

| D/ EVD

198/ 199

198/ 199

| D/ EVD

198/ 199

198/ 199

198/ 199

198/ 199

| D/ EVD

201/ 205

201/ 205

202/ 205
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NO.

EXHI BI TS (Cont'd)
DESCRI PTI ON

24471 (Cont' d):

Exhi bi t

NO.
24472:
Exhi bi t
Exhi bi t

Exhi bi t

Exhi bi t

NO.

24473:

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

D

A
B

C

D

A
B

C

D

Decl arati on of Deana M

Bennett

DESCRI PTI ON

Compul sory Pool i ng Checkli st
Affidavit of Don Johnson,
Land Professional

Af fidavit of Ben Kessel,
Geol ogi st

Decl arati on of Deana M

Bennett

DESCRI PTI ON

Compul sory Pooling Checkli st
Af fidavit of Don Johnson,
Land Professi onal

Affidavit of Ben Kessel,
CGeol ogi st

Decl arati on of Deana M

Bennet t

| D/ EVD

202/ 205

| D/ EVD

201/ 205

201/ 205

202/ 205

202/ 205

| D/ EVD

201/ 205

201/ 205

202/ 205

202/ 205
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NO.
24474
Exhi bi t
Exhi bi t

Exhi bi t

Exhi bi t

A
B

C

D

EXHI BI TS (Cont'd)
DESCRI PTI ON

Compul sory Pool i ng Checkli st
Af fidavit of Don Johnson,
Land Prof essi onal

Affidavit of Ben Kessel,

CGeol ogi st

Decl arati on of Deana M

Bennet t

| D/ EVD

201/ 205

201/ 205

202/ 205

202/ 205
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PROCEEDI NGS

THE HEARI NG EXAM NER:  All right. Good
norni ng, everyone. It is 8:27 a.m on May 16. These
are the hearings of the G| Conservation Division.
This is the May 16 docket. [I'mgoing to call the
cases in the order they appear on the docket.

And then we will hear this expedited
request for a status conference in case nunbers 24320
and 24321, which are not on the docket. We will hear
that at the end of the status conferences and before
the hearings by affidavit.

So let's begin by calling case nunbers
23823 and 23824. Entries of appearance?

MR. BRUCE: M. Exam ner, Jim Bruce on
behal f of Texas Standard.

MS. HARDY: Good norning. Dana Hardy
wi th Hi nkl e Shanor on behalf of Arnstrong Energy
Corporation and Slash Expl oration.

THE HEARI NG EXAM NER:  Ckay. Now |
have received a notion dated the 13th of My

requesting that the division vacate the contested

hearing for the 16th of May and reset it. In ny pre-
hearing order, | specifically said | wasn't going to
do that.

But based on the facts in this notion,
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| ended up doing that, and reset these two cases as a
status conference. | have a couple questions for the
parties before we hear any kind of argunent from
anyone. And this is an unopposed notion filed by

Ms. Hardy on behalf of Slash and Arnstrong.

And the first question | have,

Ms. Hardy, is, in paragraph 5 of your notion, you said
that "On April 29, Slash infornmed TSO that it would
carve out an overriding royalty interest if necessary,
and you sent M. Bruce the proposed assignnent."

MS. HARDY: | didn't send it to
M. Bruce. It was communication between our clients
directly. So Arnstrong and Slash sent it to Texas
St andar d.

THE HEARI NG EXAM NER: Now ny question
about this is, is that a unilateral action? Does that
not require an agreenent?

M5. HARDY: That does not require an
agreenent, M. Exam ner. Parties who own a worKking
i nterest can carve up their interest by contract.

THE HEARI NG EXAM NER: And t hat woul d
prevent it from bei ng pool ed?

MS. HARDY: Does not prevent it from
bei ng pool ed. Though, that's Texas Standard's

argunment, | think. | think Slash designated an el even
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point -- | don't have the exact nunber in front of
me -- 11 percent, roughly, overriding royalty interest
in this interest.

And Texas Standard is seeking to
i nval i date that for purposes of pooling. Because, |
think, their argunent is that costs aren't recovered
against a royalty interest; right? So they're
claimng that that inpedes their ability to drill the
well. So I think that's what we need, is a hearing on
whet her that's correct, as well as on good faith
negoti ati on i ssues.

THE HEARI NG EXAM NER: And so it also
says here that "Slash inforned TSO that based on this
override assignnent, it would withdraw its objection
to the cases proceeding by affidavit,” which you then
di d.

M5. HARDY: That's correct.

THE HEARI NG EXAM NER: So that's why we
were set today for a hearing by affidavit.

MS5. HARDY: That's correct. It was
only after that that this overriding royalty interest
| ssue was raised by Texas Standard in their pre-
heari ng statenent.

THE HEARI NG EXAM NER: Okay. And why

did you feel as though you could not refile your
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objection and go to a contested hearing so that you
coul d enter evidence and nake argunment about that?

MS. HARDY: Well, we can do that. But
| think we needed nore tinme, because it just cane up
| ast Thursday. So we would need to prepare affidavits
and exhibits and assenble our information to do that,
whi ch would be difficult by -- the exhibit deadline
was actually |ast Thursday; right? And that's when we
found out about this issue.

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

MR. BRUCE: Well, as | said before you,
M. Exam ner, Ms. Hardy said she needed nore tine, and
| was willing to grant her nore tinme. | have no
problemwith that. O course, she's told nme that she
woul d be filing a witten notion regarding this, what
| call the excess override problem | have not agreed
to that notion, obviously.

But | think if she was going to file a
noti on when she said she was, there was no tinme
bet ween when she called ne Friday afternoon for her to
get the notions filed and for ne to respond. | don't
think it would take ne long to respond, because |'ve
known about these types of issues for a |ong tine,

| onger than | care to renmenber.
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THE HEARI NG EXAM NER: And M. Bruce,
why did your client argue in its exhibits that the
royalty assi gnment shoul d be di sregarded?

MR. BRUCE:. Well, there's a couple
I ssues. You know, these cases were filed in |ast
Septenber. And, you know, once you file the
applications and the other party receives notice,
there's the issue of the other party taking action
that's detrinental to the economics of ny client. And
the other thing is, in the OCD order -- well,
actually, it's comm ssion-ordered, that | cited in the
pre-hearing statenent and in the testinony.

The conmm ssion nore or | ess said that,
you know, once the case is in play, you know, it's
al nost -- they didn't say it this way, but | think
it's like filing a notice of |is pendens, a district
court proceeding. And you can't take action that
woul d adversely affect the other party.

THE HEARI NG EXAM NER: Okay. So
Ms. Hardy, M. Bruce thinks that you're going to file
sonme sort of notion. \What are you filing?

M5. HARDY: | would file a notion to
strike or dismss Texas Standard's claimon the
overriding royalty interest, because the division's

precedent, | think, is actually very, very narrow wth
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respect to the circunstances in which that can occur.

The cases that exist involve 50, 60
percent royalty carve-outs, not 11 percent. So |
think it's very narrow. And so | was planning to file
a |l egal notion on that, and then depending on the
ruling on that notion, we would proceed to hearing,
and we would still present evidence on good faith
negoti ati on.

THE HEARI NG EXAM NER: " m not clear on
how the notion is going to expedite this matter to get
to a hearing. You're saying that the division has
rules in place regarding these type of override
i nterests. And so why not just conduct the hearing,
admt your evidence, and let the division deal with
that instead of as a separate notion and as a separate
order. Because that's going to take tine.

MS. HARDY: Sure.

THE HEARI NG EXAM NER: Why not just go
to hearing, collect the evidence, and | et the division
make the deci sion on whether or not -- | mean, |'m not
even sure that the division gets involved in these
type of interests. However, if you're concerned about
that, your client's concerned about that, why not just
go to hearing and submt your evidence?

MS. HARDY: That's fi ne. We coul d do
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that if that would be the division's preference.

THE HEARI NG EXAM NER:  That's ny
pref erence, yes.

So M. Bruce, when is the soonest that
you -- | nean, you were ready for hearing; were you
not ?

MR. BRUCE: Yes, sir.

THE HEARI NG EXAM NER:  You were ready.
You already submtted your exhibits?

MR. BRUCE: Correct.

THE HEARI NG EXAM NER:  Ckay.

Ms. Hardy, when can you submt your exhibits?

MS. HARDY: | could submt exhibits, I
t hi nk, by the end of next week, Friday, the 24th.

THE HEARI NG EXAM NER:  Ckay. And
M. Bruce, hearing that, when would your w tnesses be
avai l abl e for the hearing?

MR. BRUCE: Well, you know, | got the
okay fromthem for the dates that were proposed,
whi ch, | guess, were the 18th and 19th of June.

THE HEARI NG EXAM NER: \WWho proposed
t hose dates?

MR. BRUCE: | think it was nentioned in
an email from Freya

THE HEARI NG EXAM NER: COkay. Freya,
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did you propose the 18th of --
s it June, M. Bruce?

MR. BRUCE: June.

THE HEARI NG EXAM NER: June. Did you
propose the 18th?
MS. TSCHANTZ: | did, however, | don't

know i f Ms. Hardy was avail abl e that day.

THE HEARI NG EXAM NER:  Ckay.

M5. HARDY: Right. That's correct.

" mout of state that week for a famly nedi ca

si tuati on.

THE HEARI NG EXAM NER: Got it. Okay.

MS. HARDY: So | am avai | abl

e June

25th. And I know ny client is also avail able.

THE HEARI NG EXAM NER:  Okay.

Woul d you

turn your mcrophone on if it's not on, because |

coul dn't hear what you said.

M5. HARDY: Sorry. Yes, | have a

conflict the prior week, but my client and

| are

avai l able for a hearing on June 25th if that's

accept abl e.

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

MR. BRUCE: | saw Ms. Hardy

| ate last night, and | emailed the client,

s emai

and |
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haven't heard back fromthem on that date. They were
okay with the 18th or 19th, but | need at | east
probably a full day to know whether the 25th is
accept abl e.

THE HEARI NG EXAM NER: Freya, are we
avai l abl e the 25th?

MS. TSCHANTZ: Yes, we are.

THE HEARI NG EXAM NER: Ckay. So what

|"mgoing to do, M. Bruce, is I'mgoing to set it for

the 25th, which is a Tuesday. |If you are for sone
reason unable -- your clients are unable because your
W t nesses need to appear virtually. [It's just that

you need to be hear. But if your witnesses are
conpletely unavail able, we'll have to find another
day.

So Freya, is it the week of the 25th
that we are available, or only certain days?

MS. TSCHANTZ: It is the date of the

25t h.

THE HEARI NG EXAM NER:  Yes. (Okay. So
we have a special hearing on the 26th. |[Is that still
current, Freya? | thought we didn't have a --

MS. TSCHANTZ: We don't have it on the
26th. However, | think we have a regul ar docket

hearing on the 27th.
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THE HEARI NG EXAM NER: We do.

So M. Bruce and Ms. Hardy, we're
avai l abl e the 25th and 26th for a special hearing.
And what 1'Il dois I'll set it for the 25th. And
M. Bruce, you'll let ne know.

MR. BRUCE: | will you know.

THE HEARI NG EXAM NER: Sure. So that's
what we wi |l do.

So Freya, would you set that?

MS. TSCHANTZ: Yes, | wll.

THE HEARI NG EXAM NER:  June 25t h,
special hearing. |f that date doesn't work, we'll do
June 26t h.

Now i s there anything else fromthe
parties on these cases?

MR. BRUCE: No, sir.

M5. HARDY: M. Exam ner, just very
quick. So if we're having a hearing in June, can
have sone additional tine to submt ny exhibits? |
mean, | think | can do it by May 31st?

THE HEARI NG EXAM NER:  Yes.

M5. HARDY: Ckay. Thank you.

THE HEARI NG EXAM NER: M. Bruce, since

we're not having the hearing until later in June, are
your exhibits -- do they need to be changed at all, or
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are they okay?

MR. BRUCE: | will check when Dana's
exhibits are filed to see if there's anything el se
that | prefer to add in.

THE HEARI NG EXAM NER:  Well, we're not
going to do it that way. W're going to have one day
for both parties. So ny question to you is, do you
need to make any changes to your exhibits?

MR. BRUCE: | don't think for -- no. |
think the answer is no. Wat | have is nore a | egal
argunment than anything el se.

THE HEARI NG EXAM NER:  All right. So
May 31st is the deadline for --

So Freya, would you please put that in
the order that May 31st is the deadline for our
anmended pre-hearing order?

MS5. TSCHANTZ: Yes, | wll.

THE HEARI NG EXAM NER: Ckay. So that
will apply to both parties. |Is there anything el se?

M5. HARDY: Not from Arnstrong and
Sl ash. Thank you.

THE HEARI NG EXAM NER: M. Bruce?

MR. BRUCE: No, sir.

THE HEARI NG EXAM NER:  Ckay. We're off

the record in those two cases. 24121, entries of
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appear ance?

MS5. HARDY: Dana Hardy with Hinkle
Shanor on behal f of Spur Energy Partners.

MR. HOLLI DAY: Hey, guys. Ben Holliday
on behalf of Silverback Operating I1.

THE HEARI NG EXAM NER:  Mbr ni ng,

M. Hol |iday.

MR. HOLLI DAY: Good norni ng.

THE HEARI NG EXAM NER: M. Hol | i day,
you filed an objection?

MR. HOLLIDAY: We originally had filed
an objection to the matter proceeding by affidavit,
but the --

THE HEARI NG EXAM NER: Can you speak
| ouder, sir? Louder?

MR. HOLLI DAY: Yeah. Make sure | have
a -- better? Got a new conputer.

THE HEARI NG EXAM NER: Ckay. The
m crophone is very low. | don't know if you can
adjust it or not.

MR. HOLLIDAY: Okay. |Is this volune
okay?

THE HEARI NG EXAM NER: It's better.
It's not great, but it's better.

MR. HOLLI DAY: Okay. |'Il speak | oud.
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We initially entered an objection to the matter
proceedi ng by affidavit, but the parties appear to
have worked out a deal. And so we're w thdraw ng our
objection to the matter proceeding by affidavit at
this tine.

THE HEARI NG EXAM NER: Ckay. So you're
verbally withdrawing it now, and you'll file a notice
of wi thdrawal ?

MR. HOLLI DAY: Correct. Yes, sir.

That aut horization cane last night, so |I'lIl get that
filed today.

THE HEARI NG EXAM NER: Ckay. So then
it sounds like, Ms. Hardy, you'll proceed by
affidavit?

MS. HARDY: Well, M. Exam ner, |
wasn't aware that they were withdrawi ng their
objection until today. So | haven't submtted ny
exhibits. So | was going to ask for a status
conference on one of the June dockets or for
presentation by affidavit. Now that | know their
objection is wthdrawn, we can present by affidavit on
ei ther June docket would be fine if that's acceptable.

THE HEARI NG EXAM NER: Ckay. The

second June docket is too full, so why don't we do the
June -- | think it's the June 13th docket. WII| you
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be prepared for that?

M5. HARDY: Yes, we will. Thank you.

THE HEARI NG EXAM NER:  So you'l |
proceed by affidavit.

MS. HARDY: Yes.

THE HEARI NG EXAM NER: Ckay. Thank
you, M. Holli day.

MR. HOLLI DAY: Yes, sir. Thank you.

THE HEARI NG EXAM NER: We're off the
record in that case. 24195, it is consolidated with
96, 97, and 24207. Entries of appearance?

MS. BENNETT: Good nor ni ng,
M. Exam ner. Dean Bennett on behalf of Franklin
Mount ai n Ener gy.

THE HEARI NG EXAM NER:  Good nor ni ng.

MR. SUAZO. Good norning, M. Hearing
Exam ner. M guel Suazo on behalf of Marathon QO I.

THE HEARI NG EXAM NER:  Mbr ni ng.

MR. SUAZO. Good norni ng.

THE HEARI NG EXAM NER:  Are those the
only two parties?

MS. BENNETT: As far as | know.

THE HEARI NG EXAM NER: M. Suazo, did
you object to these proceeding by affidavit?

MR. SUAZO. Yes, M. Hearing Exan ner,
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we did.

THE HEARI NG EXAM NER:  On what basi s.

MR. SUAZO. Well, | think that, you
know, at the April 18th status conference, we were
pretty optim stic that the parties would be able to
work out a deal. So we asked for 60 days to make that
happen. Now that 60 days have el apsed, | think the
reality is that we're a little less optimstic. And
so nmy client would Iike an opportunity to have anot her
status conference and potentially put together a
proposal and application in this matter.

THE HEARI NG EXAM NER: | n other words,
your client is contenplating filing conpeting
applications?

MR. SUAZO. Yes, M. Hearing Exam ner.

THE HEARI NG EXAM NER:  Wel |,

Ms. Bennett?

MS. BENNETT: Thank you, M. Hearing
Exam ner. Franklin Mountain Energy -- until this
norning, | didn't know that Marathon was consi dering
submtting conpeting proposals and applications. And
Franklin Mountain Energy's position is that it would
like to go to hearing on these. Today was set as a
final status conference.

Cbvi ously, the fact that Marathon is
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considering submtting conpeting applications throws
that into a bit of a flux. So Franklin Muntain
Energy's desired outcone would be to have these cases
set for a contested hearing. But if that's not
possi bl e, then we would ask that there be a status
conference set as soon as possible to ensure that
Mar at hon has submitted its conpeting proposals, and so
t hat we can have a better understanding of tim ng.

THE HEARI NG EXAM NER: So in the past,
Ms. Bennet -- because in your notion here in case
24320, you cite to ne past practice of the division.
Al t hough, | don't know that |I'm bound by past
practice. But I'd like to understand it a little
better. What has happened in a situation where
negoti ati ons break down and one party considers filing
conpeting applications. Wat happens?

MS. BENNETT: Well, in that situation,
the division's preference has been to hear the
conpeting cases together. And so in that situation,
the division has allowed additional time for the other
party to submt its proposals.

THE HEARI NG EXAM NER: Well, how | ong
does the division wait while the other party
contenplates filing the applications?

MS. BENNETT: Well, under the
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division's rules, an operator has 30 days to propose,
or proposes, then waits 30 days to file the
application. So a status conference in 30 days would
give us the clarity of whether Marathon has proposed
conpeting proposals. And at that time, the division
woul d have the clarity of understandi ng whet her
Mar at hon has undertaken that step.

VWi ch woul d then necessitate further
continuances to allow those proposals to ripen. |If
Mar at hon hasn't submtted conpeting proposals by then,
or any hypothetical operator, then that m ght al so be
a data point for the division to consider in terns of
setting a contested hearing date.

THE HEARI NG EXAM NER: And what is
Franklin Mountain Energy trying to achieve by these
cases?

MS. BENNETT: Franklin Mountain Energy
Is trying to pool owners into acreage that Franklin
Mount ai n Energy intends to devel op. Franklin NMountain
Energy submtted these applications on February 6,
2024, and has the intention of noving forward and
devel opi ng this acreage.

THE HEARI NG EXAM NER: Are there any
deadl i nes that Franklin Mountain Energy is up against?

MS. BENNETT: | don't know t he answer
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to that question.

THE HEARI NG EXAM NER:  You can find
out ?

MS. BENNETT: | can find out. Yes, |
can find out and report back to the hearing exam ner
after a break.

THE HEARI NG EXAM NER: M. Suazo, when
you say contenpl ati ng, what do you nean?

MR. SUAZO. Well, | think that, given
the nature of the negotiations at this stage, | think
that's really the only option nmy client feels they
have unl ess they can actually work out a trade. And
my understanding is they're going to continue to work
on a trade, however -- you know, | just learned this
yesterday. It seens like they're a little less
confortable that that is actually going to happen. So
their next option is to submt their conpeting
appl i cati on.

And so | think, you know, we obviously
don't want to, you know, hinder the process any nore
t han anybody el se, but, you know, to get that in, we'd
need to do that, | believe, by June 7th, you know, to
neet the applicable deadlines. So the earliest we
coul d possibly have the contested case hearing, |

bel i eve, would be in August.
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THE HEARI NG EXAM NER: So explain to ne
t he June 7 deadl i ne.

MR. SUAZO. Well, as | was | ooking on
the calendar, | think there's a hearing on August 8th
is the first docket. So June 8th, we'd need to get
the proposals. June 8th, I think, is a Saturday. So
that gives us June 7th to actually get the proposals
I n and neet the 30 days.

THE HEARI NG EXAM NER:  And then you'd
file your conpeting applications by what date?

MR. SUAZO. By June 7th.

THE HEARI NG EXAM NER: | thought that
was the date of the proposals.

MR. SUAZO. Oh, sorry. | would need to
confer with my client, but ny understanding is they
can get those submtted fairly quickly.

THE HEARI NG EXAM NER: Ckay. Let ne
just review this for a nmonent. So you're saying that
by June 7th, your client would send out the conpeting
proposals to Franklin Muntain?

MR. SUAZO.  Yes.

THE HEARI NG EXAM NER: Then have to
wait 30 days to file the applications?

MR. SUAZO.  Yes.

THE HEARI NG EXAM NER: So t hat you
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could get themon the August docket. |Is that what
you' re sayi ng?

MR. SUAZO. |If we were really pushing
for the August date. Correct.

THE HEARI NG EXAM NER:  Wel |, | nean,
you are del aying Franklin Muntain --

MR. SUAZO  Under st ood.

THE HEARI NG EXAM NER: And this
division -- maybe it hasn't been the practice in the
past, but this division is going to be giving priority
to applicants to nove their applications forward. You
know, | don't know what deadlines applicants have and
what reasons they file their applications, but that's
not for nme to decide. But if there's an objection, it
woul d seemto nme that you would need to tinely nove
your case forward.

So Ms. Bennett, is there any authority
for me to enforce a June 7 deadline for a proposal?

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

THE HEARI NG EXAM NER:  That's what |
t hought. Well --

MS. BENNETT: M . Hearing Exam ner,
there is a potential nmethod by which you could ensure
that the June 7th deadline is met, which is by having

a status conference on June 13th and eval uati ng
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whet her that deadline has been net.
THE HEARI NG EXAM NER: Okay. So what
|"mgoing to do is I"mgoing to set -- so Ms. Bennett,

pl ease continue these four cases to the June 13

docket. We will have a status conference on that
dat e.

And M. Suazo, |'m expecting that your
client wll have at |east sent out the proposals if

there are going to be conpeting proposals. And then
what we'll do is, at that date on June 13th, we wll
set a contested hearing for August.

Ms. Bennett, you'll be prepared for a
contested hearing in August?

MS. BENNETT: | think so, yes. | would
need to check with ny witnesses for their
avai lability. The sumrer is generally chall enging.
But | wll endeavor to nmake that happen, definitely.

THE HEARI NG EXAM NER: Ckay. So will
you be prepared to give ne sone dates that you can
di scuss with M. Suazo as well so we can set that?

MS. BENNETT: Yes.

THE HEARI NG EXAM NER: Because | want
to nove these cases forward.

MS. BENNETT: Yes. And M. Exam ner,

just for the record, if the cases do go to a contested
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hearing, | may have to withdraw fromrepresenting
Franklin Mountain Energy. But between now and then,
will evaluate that, and we'll still work to come up
wth dates to propose to the division for an August
heari ng date.

THE HEARI NG EXAM NER: |s there
anything nore on these cases?

M5. BENNETT: No. Thank you.

THE HEARI NG EXAM NER: M. Suazo?

MR. SUAZO. No. Thank you, sir.

THE HEARI NG EXAM NER: | am cal ling
24200 and 24202. Entries of appearance?

MR. BRUCE: M. Exam ner, Jim Bruce on
behal f of MRC Perm an and Matador Production Conpany.

THE HEARI NG EXAM NER:  Thank you.

MS. BRADFUTE: M. Exam ner, Jennifer
Bradfute with Bradfute Consulting and Legal Services
here representi ng EOG Resour ces.

THE HEARI NG EXAM NER:  Good nor ni ng.

MS. BRADFUTE: Good norning.

THE HEARI NG EXAM NER: Ms. Bradf ute,
you filed an objection to these cases proceedi ng by
affidavit?

MS. BRADFUTE: EOG does object to thes

cases proceeding by affidavit, M. Exam ner, however,

Page 46

e

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 procedural posture of this case is a little bit
different. There was a conflict of interest. These
applications were first filed by Holland and Hart, and
Hol | and and Hart, once it had the conflict of

interest, filed the first notion to continue in these
cases.

M. Bruce then cane into the cases for
Mat ador or MRC and filed a notion for continuance to
get up to speed. And both of the parties actually
agreed to a continuance to the June 27th docket. And
it would be the third continuance request in the case.
And so it was set for a status conference today by
Sheila. But there are reasons why the case coul d not
proceed today under the comm ssion's precedents and
the division's rules. And |'m happy to wal k through
that if it would be hel pful.

THE HEARI NG EXAM NER: Yes. Can you do
that in one or two sentences?

MS. BRADFUTE: Yes, | sure can. EOG
oper ates under existing pooling orders and two
different 240-acre spacing units, and it has wells
currently in operation that are producing. WMatador
seeks to pool that acreage in both of its cases. And
Mat ador has sent various iterations of well proposal

letters to EOG. Most recently in February, they sent
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the third version of their proposal letters and it was
di scovered that they had a wong proposed depth in
t hose well proposal letters.

They were supposed to get a new
proposal letter out to EOG but it has not been
received yet. And under conm ssion order R-21679-D as
in David they are required to send a proposal letter
wth the correct proposed depth, and EOG should get 30
days to eval uate that.

THE HEARI NG EXAM NER: So back to ny
guestion, did you file an objection?

MS. BRADFUTE: No, but EOG does obj ect
to the cases. W did not believe filing an objection
was necessary because Sheila said she was setting it
for status conference this norning. And the parties
had agreed nutually that they wanted to continue the
cases.

THE HEARI NG EXAM NER: | see. [''m
asking you to file a notice of objection.

MS. BRADFUTE: Okay. Absolutely.

Thank you.

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

M. Bruce?

MR. BRUCE: Yes, M. Exani ner. MRC and
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EOG have been in discussions, as indicated, for quite
sone tine. And | got the email fromthe division, and
| discussed that with ny client. And they gave ne
authority to dism ss these two cases, and it'll give
nore time for the parties to discuss. And then if
they need to be refiled, they can do that. So at
| east we're not cluttering the divisions docket.

THE HEARI NG EXAM NER:  Ckay.
Ms. Bradfute, you don't need to file an objection.
M. Bruce is dismssing these two cases.

MS. BRADFUTE: Thank you.

THE HEARI NG EXAM NER:  Thank you.

Anyt hi ng el se, M. Bruce?

MR. BRUCE: | will file witten notions
t oday.

THE HEARI NG EXAM NER:  Ckay. We're off
the record in those cases. 24284, entries of
appear ance, please?

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

MR. SUAZO. M. Exam ner, M guel Suazo
on behal f of XTO

THE HEARI NG EXAM NER: Are those the
only two parties, Ms. Hardy?

M5. HARDY: | believe that Ms. Kessler
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represents EOG

M5. KESSLER: Good norni ng,

M. Exam ner. Jordan Kessler on behalf of EOG

THE HEARI NG EXAM NER: Good nor ni ng.

Ms. Hardy?

M5. HARDY: M. Examner, we filed this
case in February. The bul k proposals were sent | ast
Novenber, | believe. W had a status conference on
April 4th, at which we discussed having one nore
status conference and then setting a contested hearing
in July. And at this point, COGis ready to do that.
And we woul d request a hearing in |late July,
potentially July 29th through 31st if that's possible.
| know that works for COG s witnesses and nysel f.

THE HEARI NG EXAM NER:  All right. So
you're asking for a contested hearing to be set in
|late July. It looks like the last thing in July that
we have on our schedules is the regular docket on the
25th. So you're suggesting the week after the 25th?

MS. HARDY: Correct.

THE HEARI NG EXAM NER: Ckay. Let's go
now to M. Suazo.

MR. SUAZO Yes, M. Hearing Exam ner.
| think my client's position is that they feel they

need a little nore tine to work out a trade. | think

Page 50

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

It looks promsing in this case. So | think their
preference is to set one nore status conference. But
the earliest | think that they could be prepared for a
contested case hearing would be August.

THE HEARI NG EXAM NER: M. Suazo, |'m
going to give preference to the applicant; okay?
Negoti ati ons are outside of ny control, but our docket
I's sonething that we do have control over. | want to
see these cases noving forward, and the applicant's
asking for a contested hearing in late July. If we
made it the first week of August, that m ght give you
a bit nore time. Are you going -- what is the issue,
first of all?

MR. SUAZO. As | understand it -- with
respect to the trade or with respect to the schedul e?

THE HEARI NG EXAM NER:  Nei t her. \What
Is the issue -- why did you file the objection?

MR. SUAZO. Oh, | think because they
were trying to resolve this docket and the next
docket. And because they were |ooking at a trade to
settle both issues. They filed the objection in both.

THE HEARI NG EXAM NER: Vhen did you
file the objection?

M5. HARDY: | believe it was March --

MR. SUAZO. That sounds right. Yes.
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THE HEARI NG EXAM NER: Thank you,
M. Suazo.

So Ms. Hardy, are you aware of ongoi ng
negoti ati ons between the parties?

M5. HARDY: | know that there are
negoti ations that are ongoing. And | think those have
been occurring for some time. So | think that a
hearing in late July is nore than sufficient to give
time for those to continue. And I don't believe XTO s
filing conpeting applications.

MR. SUAZO. Correct.

THE HEARI NG EXAM NER: So M. Suazo,

t hese proposals were sent out in Novenmber. The cases
were filed in February. And if we have the hearing in
| ate July, are you suggesting that doesn't give the
parties enough tine to either resolve the issue or to
know t hat the negotiations are futile?

MR. SUAZO. | don't think it's an issue
of whether that's enough tinme to resolve, you know,
the trade. | think it's nore an issue of what the
clients -- you know, witnesses and everything else to
be available. So | think what they asked for is for
an early August contested case hearing.

THE HEARI NG EXAM NER:  And t he

W t nesses can appear virtually. You know that?
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MR. SUAZO: Yes.
THE HEARI NG EXAM NER:  Ckay.
Ms. Kessler?

M5. KESSLER: Thank you, M.

Exam ner.

In this case, EOG had a title issue with Conoco. The

I ssue has not been resol ved. It's not for
effort by either parties. So we do not obj

case novi ng forward.

| ack of

ect to the

THE HEARI NG EXAM NER: And at heari ng,

dence?

We woul d

woul d you have w tnesses or present any evi

MS. KESSLER: We woul d not.
observe.

THE HEARI NG EXAM NER: Ch, you woul d
observe. | see. Okay.

M. Suazo, at the hearing, will you

have evi dence and witnesses to present?

MR. SUAZO Yes, | believe we woul d.

THE HEARI NG EXAM NER:  And |

don't feel

li ke |I got a straight answer on what the issue is. So

what woul d you be subnmitting evidence -- on what

| ssue?

MR. SUAZO. | would need to
ny client --

THE HEARI NG EXAM NER:  Ckay.

this room avail able the [ ast week of July?

confer with

Freya, is
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M5. TSCHANTZ: It is available July
30t h.

THE HEARI NG EXAM NER:  All right.
We'll set that hearing on July 30th. That's cl ose
enough to August.

Ms. Hardy, is there anything else in
the pre-hearing order that you need besides the date?

MS. HARDY: No. Thank you,
M . Exam ner.

THE HEARI NG EXAM NER:  All right.
M. Suazo, if you find that your w tnesses are
conpletely unavail able for July 30th, please speak to
Ms. Hardy and conme up with a date either in the |ast
week of July or the first week of August, but not
after the 8th of August.

MR. SUAZGO | will do that. Thank you,
M. Hearing Exam ner.

THE HEARI NG EXAM NER:  You're wel cone.

Anyt hing el se fromyou, M. Hardy?

M5. HARDY: No. Thank you.

THE HEARI NG EXAM NER: We're off the
record in these cases.

Ms. Hardy, when | called 24284, was
t hat consolidated with 24286 or not?

MS. HARDY: No, M. Exam ner, it's not.
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THE HEARI NG EXAM NER:  Thank you. |'m

now cal | ing 24286.

MS. HARDY: Dana Hardy on behal f of COG

Oper ati ng.

MR. SUAZO. M guel Suazo on behal f of
XTO.

THE HEARI NG EXAM NER:  Ckay.
Ms. Hardy?

M5. HARDY: M. Exam ner, this is a
simlar situation, | believe. Although COG is ready

to proceed and develop its acreage, we woul

contested hearing in July, potentially earl

than in the prior case, July 10th, 12th, 15th.

THE HEARI NG EXAM NER:  Wel |,

the -- let ne ask M. Suazo.

M. Suazo, do you know why you filed an

objection in this case?

MR. SUAZO. | don't know the specifics
on the objection, but I do know that the objection
was, you know, because the previous case and this case

were related. So | think working out a trade in this

matter at the time, you know, hinges upon,
resol ving both these issues in one swoop.
So, you know, | think the cl

position is simlar to the previous docket,

d request a

ler in July

what i s

you know,

ient's

where we
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prefer an August hearing. But since the other one's
set for July 30th, it makes plenty of sense to just
have both of themthen.

THE HEARI NG EXAM NER: \Why are you not
consol idating these cases?

M5. HARDY: M. Examiner, it's ny
understandi ng that this acreage may not be involved in
the trade. So | think that COG s ready to proceed
wth its devel opnent, and XTO has not proposed
conpeting applications or any real reason for the
obj ection other than as a tool to negotiate, |
believe. So we're ready to go and would ask for these
to be set earlier in July. O if that doesn't work,
the last week in July would work for this one as well.

THE HEARI NG EXAM NER:  What's your
argunment for not consolidating? | understand that the
trade may not involve the sanme acreage. But what's
t he argunent agai nst consolidating these for the
pur poses of a hearing on July 30th?

M5. HARDY: The acreage is different.
The ownership interests are different. And EOG s a
party in the prior case, but not in this case, so.

THE HEARI NG EXAM NER:  |' m not heari ng
a good reason not to consolidate.

M5. HARDY: | think they could be heard
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sequentially, if that's the division's preference.
But | don't think they should be consolidated for
evidentiary purposes. They're not -- the evidence
wll be different.

THE HEARI NG EXAM NER:  Ckay.

M. Suazo, any argunment agai nst not hearing them
sequential ly?

MR. SUAZO No, M. Hearing Exam ner.
| think that nakes sense. | agree with Ms. Hardy's
position.

THE HEARI NG EXAM NER:  Ckay. So we'l|l
I ssue a pre-hearing order in this case as in the other
case. We won't put both case nunbers in the caption.
We'I|l issue two separate hearing orders, setting them
both for July 30t h.

VWi ch case do you think should go
first, Ms. Hardy?

M5. HARDY: | think that the
Thunderdone -- this case should go first.

THE HEARI NG EXAM NER: Because it's
si nmpl er?

M5. HARDY: | don't know if it's
sinmpler. Possibly. Sinpler with respect to EOG s not
a party.

THE HEARI NG EXAM NER: But EOG is just
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observi ng.

right.

for this case. Anything further?

We're off the record. Let's go to 24394 and 95.

Entri es

Novo Q|

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

Per m an,

there any other parties?

filed an objection?

di scussi

MS. HARDY: Correct.
THE HEARI NG EXAM NER: Okay. Al

So we shall set a July 30th contested hearing

M5. HARDY: Not from COG
MR. SUAZO. No, M. Hearing Exam ner.
THE HEARI NG EXAM NER:  Thank you.

of appearance, please?
MS5. HARDY: Dana Hardy on behal f of
and Gas Northern Del aware.
THE HEARI NG EXAM NER:  Thank you.
MS. BENNETT: Good nor ni ng,

LLC.
THE HEARI NG EXAM NER: Thank you. Are

MS. HARDY: | don't believe there are.
THE HEARI NG EXAM NER: Ms. Bennett, you

MS. BENNETT: Yes, we did.
THE HEARI NG EXAM NER:  \Why?
MS. BENNETT: The parties are in trade

ons, M. Hearing Exam ner, and Marat hon wanted
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additional time to engage in those trade di scussions.
And Mar at hon has sent out conpeting proposals, but has
not yet determ ned whether to file conpeting
applications because it is involved in trade
negoti ations with Novo.

And those negoti ati ons appear to be
progressing. And so the parties have agreed to set
t hese cases for another status conference on July
25th. So that, | think, if |I'm hopefully not
m sstating things, that would be the parties request
s that these cases be set for a status conference on
July 25th.

THE HEARI NG EXAM NER: Ms. Hardy, when
did you file these?

MS. HARDY: These applications were
filed on April 2nd.

THE HEARI NG EXAM NER: So they're brand
new?

M5. HARDY: They are new.

THE HEARI NG EXAM NER: Okay. We'll set
t hese for another status conference. M. Hardy, how
much time do you think the parties need to resol ve
this trade issue?

MS. HARDY: | think that a status

conference on July 25th would be sufficient,
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hopeful | y.

THE HEARI NG EXAM NER: That's over two
mont hs from now.

MS. HARDY: Yes.

THE HEARI NG EXAM NER: So at t hat
point, I'll want to set a hearing.

MS. HARDY: Under st ood.

THE HEARI NG EXAM NER: | f trade
negoti ati ons have not proved fruitful. OCkay. So
Ms. Hardy, you'll continue the case to the July 25th
docket ?

M5. HARDY: Yes, thank you.

THE HEARI NG EXAM NER: Very good.
Thank you. Of the record in those cases. 24407
t hrough 24412. Entries of appearance?

MR. FELDEWERT: Good norni ng,

M. Exam ner. M chael Feldewert, Santa Fe office of
Hol | and and Hart, on behalf of the applicant, MRC

THE HEARI NG EXAM NER:  Thank you.

MS. HARDY: And M. Exam ner, Dana
Hardy on behal f of Perm an Resources. And we did file
an objection to these cases proceeding.

THE HEARI NG EXAM NER:  \Why?

MS. HARDY: Because Perm an Resources

acquired OXY's interest in Section 26 that was
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previously pooled. |It's a significant interest. It
ranges from 25 to 35 percent in these spacing units.
And Perm an Resources has concerns about the extension
and the devel opnment, and nay propose conpeting
applicati ons.

THE HEARI NG EXAM NER:  May propose?

M5. HARDY: | believe they are worKking
on their well proposals now.

THE HEARI NG EXAM NER: M. Fel dewert,
when did you file these cases?

MR. FELDEWERT: So let's step back.
These are applications that seek to extend the
drilling deadline. Drilling |ocations have been
approved after various consultations with the BLM
This is federal acreage. Federal drilling permts
were filed sonme tinme ago, but we're waiting on the BLM
to approve them No pool ed owner's been asked to make
an el ection.

So we have a very simlar circunstance
li ke we did | ast docket, in that we have pooling
orders that have been finalized, that have been
adjudicated. And the only delay here is the BLM So
" m gl ad you asked why they were objecting, because |
was confused as well. And we want these extension

requests to nove forward.
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But of course, since we're waiting on
the BLM right, | guess it doesn't matter when you
have a hearing on this. But we will of course have a
real problemif they try to now file conpeting pooling
applications since these have al ready adjudi cated.

But we would like the issue -- and the only issues
that's before the division.

And that is whether there's good cause
to extend these to be addressed as -- well, doesn't
need to be as soon as possible, but in a, you know,
decent tinmefrane. | nmean, we're in a position where
we're waiting on the BLM W are ready to go. So,
you know, perhaps we don't want to wait too long to
get this noving forward because we would |ike to get
the extensions in place so that when the BLM approves
the drilling permts, they can go out there and get
goi ng.

THE HEARI NG EXAM NER: SO can you gi ve
me sone historical background as to the division's
practices when a case is up for a good cause extension
and anot her party files a conpeting application?

MR. FELDEWERT: W have never had that
circunstance that |I'm aware of; okay? Nunber one.
Number two, as | said before, if that happens, then

you're going to have a nice round of debate over
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whet her they can years |later reopen a matter that was
adj udi cated sone tine ago. Qur position is that the

only issue under these cases is the issue of whether

there's good cause to extend the drilling deadline.

THE HEARI NG EXAM NER: Ms. Hardy?

M5. HARDY: | agree with M. Fel dewert
that there is not precedent that |'maware of on this
Issue. But | think it is possible to reopen a prior
pooling order. | think that has been done and is done
on occasion. So that's sonething that Perm an
Resources woul d eval uate whether they need to do that.

| think at this point, our request
woul d be that the division set a status conference,
possibly in late July. Because | know that Matador
and Perm an Resources are talking. And then | think
we could determ ne how to go fromthere.

THE HEARI NG EXAM NER: So you're saying
that it's possible that Matador and Perm an wor ked out
their differences so that Perm an would withdraw its
obj ecti ons?

M5. HARDY: That's possible.

THE HEARI NG EXAM NER: It's possible.
Okay. All right.

M. Feldewert, they're your

applications for anmendnent, so |'mgoing to give you
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the latitude to tell nme when you want these set for
anot her status conference.

MR. FELDEWERT: June.

THE HEARI NG EXAM NER:  June.

MR. FELDEWERT: And here's why; okay?
We'd i ke to get the orders in place as soon as
possi bl e so that when the BLM approves permts, they
can move forward. |If they want to sonehow reopen
t hese pooling cases years |ater, they can do that
| ndependent of these proceedi ngs and make what ever
argunment they want to make.

THE HEARI NG EXAM NER: Freya, our June
dockets are rather full. |[Is that correct?

MS5. TSCHANTZ: They are. But the June
13th docket is okay.

THE HEARI NG EXAM NER: That's a nonth
fromnow. | would hoping for the latter one to give
the party a bit of tinme. How many cases do we have on
the latter docket in June?

MS. TSCHANTZ: There are currently 46,
with probably 30 new additional new applications
pendi ng.

THE HEARI NG EXAM NER: Let's put them
on the June 27th for a status conference.

M5. TSCHANTZ: Okay.
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THE HEARI NG EXAM NER: And Ms. Hardy,
pl ease advise your client that I want to nove these
amendnment s al ong.

MS. HARDY: Understood. Thank you.

THE HEARI NG EXAM NER:  Anyt hing el se,
M . Fel dewert?

MR. FELDEWERT: No. Thank you.

THE HEARI NG EXAM NER:  You're wel cone.
Okay. | am now calling 24413, 14, 15, 17, 18, and 19.
Entries of appearance.

M5. SHAHEEN: Good norning. Sharon
Shaheen, Montgonery and Andrews, on behal f of the
appl i cant, Perm an Resources Operating.

THE HEARI NG EXAM NER:  Good nor ni ng.

M5. RYAN. Good norning, M. Hearing
Exam ner. Beth Ryan on behalf of COG Operating.

THE HEARI NG EXAM NER: Good nor ni ng.

MR. BRUCE: M. Exam ner, Jim Bruce
representi ng Mewbourne QG| Conpany.

THE HEARI NG EXAM NER:  Thank you.

Okay. Ms. Shaheen, are these your
applications?

MS. SHAHEEN: Yes, M. Exam ner. They
are Permi an's applications. And now that we've

recei ved an objection to noving forward by affidavit,

Page 65

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

Perm an would |ike to go ahead and set a contested
hearing in August if that's possible.

THE HEARI NG EXAM NER:  Ckay. \When did
you file these applications?

M5. SHAHEEN: Oh, good question. |
shoul d' ve | ooked that before. It was not that | ong
ago. | can tell you that. | believe that they nust
have been filed in tinme to have them heard on the My
2nd docket. So they woul d've been filed on April 2nd.

THE HEARI NG EXAM NER: Thank you,

Ms. Shaheen.

And Ms. Ryan, you filed an objection?

M5. RYAN: No, we did not file an
obj ection. That was filed by Mewbourne. W are just
entering an appearance and nonitori ng.

THE HEARI NG EXAM NER:  Thank you,

Ms. Ryan.

M. Bruce, you filed an objection?

MR. BRUCE: Yes, M. Examner. Let ne
go into that a little bit. These cases are next door
to sonme cases that | believe the attorney is
Ms. Hardy, which are set for a status conference, |
bel i eve, on June 13th.

THE HEARI NG EXAM NER: \What cases are

you tal ki ng about ?
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MS. HARDY: | believe those are the
Mammpt h cases.

MR. BRUCE: Yes.

MS. HARDY: And M. Exam ner, | do have
a conflict. | will be wthdrawing as counsel in those
cases and Ms. Shaheen will be entering an appearance

for Perm an Resources.

THE HEARI NG EXAM NER: So M. Bruce,
why are you tal ki ng about other cases that have not
been cal l ed yet?

MR. BRUCE: They were set for a status
conference two to four weeks ago on the June 13th
docket. And | was under orders to get Mewbourne to
file -- these Mewbourne cases |I'mtal king about
conflict with Ms. Hardy's set of cases as well as with
t hese sets of cases.

THE HEARI NG EXAM NER: Ckay. So ny
guestion is, why did you file an objection?

MR. BRUCE: Because we have counter-
appl i cati ons.

THE HEARI NG EXAM NER: Ckay. So you
have conpeting applications?

MR. BRUCE: | think I have six counter-
appl i cati ons.

THE HEARI NG EXAM NER: Have they been
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filed?

MR. BRUCE: They were filed Tuesday.

THE HEARI NG EXAM NER:  All right. You
just filed.

MR. BRUCE: And, | think, another
conplication is that | think they were placed on the
June 27th docket because of crowding.

THE HEARI NG EXAM NER: Ms. Shaheen, are
you aware of the conpeting applications?

M5. SHAHEEN: | was not aware of the
conpeting applications. | did know that there have
been di scussi ons between Perm an and Mewbourne in an
effort to resolve the parties' issues. And | believe
Perm an is hopeful that they can be resolved by the
time of a contested hearing in August.

And if not, they would like to go
forward at hearing at that tine. | was not aware that
there were conpeting applications. But | believe
t hose conpeting applications could be set in August
for a contested hearing as well. CObviously, we can't
do that until the June 27th docket.

O we could set the Perm an cases
for the August docket, and then on June 27th, set both
the Mammoth and the conpeting applications, add them

to an existing pre-hearing order. | have no intention
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of telling the hearing exam ner how to proceed, but
just a suggestion. | think what | would like to avoid
is having it kicked out further than August. So
however we can reserve a spot in August.

THE HEARI NG EXAM NER: M. Bruce, these
conpeting applications, those proposals woul d' ve gone
to Perman at |east a nonth before; right?

MR. BRUCE: Correct.

THE HEARI NG EXAM NER: So Ms. Shaheen,
your client is unaware of these conpeting proposals?

MS. SHAHEEN: Oh, |I'msure ny client is
aware. | was not aware.

THE HEARI NG EXAM NER: | see. Ckay.

And M. Bruce, do you have case nunbers
yet?

MR. BRUCE: They're on ny conputer. |
haven't | ooked them up.

THE HEARI NG EXAM NER: Wel |, they
shoul d be consolidated with these cases; right?

MR. BRUCE: Correct.

THE HEARI NG EXAM NER:  Ckay. Freya, is
there any way to | ook those cases up?

MR. BRUCE: They're the Buffal o Thunder
wel | s.

THE HEARI NG EXAM NER: Buf f al o Thunder
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wells. And you said they're on the June 27 docket?
MR. BRUCE: | believe, yes. | |ooked

at one of the OCD approval emmils, and | believe

that's --

THE HEARI NG EXAM NER: Ckay. And
Ms. Shaheen, will you be filing an objection in those
cases?

MS. SHAHEEN:. Yes.

THE HEARI NG EXAM NER:  Ckay. | thought
you woul d.

And M. Bruce, you actually filed a
formal objection to these cases?

MR. BRUCE: Correct.

THE HEARI NG EXAM NER: Ckay. All
right. So I'mgoing to wait for Freya --

You found them Freya?

M5. TSCHANTZ: | did not find themyet.
However, | know they're on ny desk. So in a break
can go grab them

THE HEARI NG EXAM NER: Ckay. Because
|"d Iike to consolidate those case nunbers and set a
heari ng.

Ms. Shaheen, |'m going to consolidate
t hose cases unless there's an argunent not to, with

t he conpeting new cases.
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M5. SHAHEEN: | don't see an issue with
consolidating the Mudshark cases with the conpeting
cases related to that acreage, and the Mammoth wells
wth the conpeting cases related to that. | don't
know t hat we woul d actually want to have a
consol i dated hearing on all four sets of applications.
But if they're all set for the sanme hearing date, the
parties can determ ne how they would |ike to proceed
bet ween now and t hen.

THE HEARI NG EXAM NER: | ' m not sure
what wells you're tal king about. | have Miudshark for
all the cases |I've called. Are you referring to cases
| haven't called yet?

M5. SHAHEEN: Well, | was referring to
the Mammot h cases that M. Bruce was tal king about,
that | believe are on the first June docket.

s that right, M. Bruce?

MR. BRUCE: That is correct. Due to an
objection | filed on behalf of -- well, at the tine,
Kai ser-Francis O 1| Conpany on the Mammoth wells. And
Mewbour ne has taken over their position.

THE HEARI NG EXAM NER: M. Bruce, are
you suggesting that we consolidate these cases that
|'"ve called with other cases that | haven't called

yet?
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MR. BRUCE. Well, they're not on
today's docket. They're on the June 13th docket. But
yes, they're all the same |and or at |east parts of
the sane | and.

THE HEARI NG EXAM NER: And whose cases

are the -- | don't even have case nunbers. So | don't
find this discussion helpful. How about you file a
nmoti on?

MR. BRUCE: Okay.

THE HEARI NG EXAM NER: That way [|'1]1
under stand the facts here.

Ms. Shaheen, |'ve asked M. Bruce to
file a notion to consolidate cases, because |'m not
| ooki ng at another docket. I'monly |Iooking at these
cases here today. But | would like to set a contested
hearing for you in August. |Is there a week you want
me to | ook at?

MR. BRUCE: Well, M. Exam ner, | have
alittle problem at least in the second half of
August. | don't take nmany vacations, and --

THE HEARI NG EXAM NER: Okay. You're
unavai l abl e the second half of --

MR. BRUCE: |'m going back to the upper
M dwest to visit famly who | haven't seen in a couple

years.
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THE HEARI NG EXAM NER: Great. Happy
trails to you.

Al right. So Ms. Shaheen, we need
sone dates in the first half of August.

M5. SHAHEEN: | believe any tinme in the
first half of August will work for us. |If you prefer,
| can confer with ny client and M. Bruce, and we can
i nclude that in the notion that M. Bruce will be
filing.

THE HEARI NG EXAM NER: Perfect. So
we're | ooking at the weeks -- | don't have ny schedul e
out that far in August yet. M. Shaheen, do you know

what dates that the division has its regular dockets

i n August ?
M5. SHAHEEN: 1'Ill be right back.
MR. BRUCE: | think it's the 9th.
THE HEARI NG EXAM NER:  No.
M5. SHAHEEN: The 8th and the 22nd.
THE HEARI NG EXAM NER: Okay. So then
we're tal king about the 6th or 7th. | think the

conmm ssion has its neeting probably on the 15th of
August. So we could be tal king about the 13th and
14th. So those would be the two weeks, M. Bruce and
Ms. Shaheen. And | don't know what other parties that

m ght be participating in these -- Ms. Ryan. Those

Page 73

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

are the dates that are up for discussion, the 6th and
7th of August and the 13th and 14th of August.

Ms. Shaheen, how long will it take for
you and M. Bruce to work this out?

M5. SHAHEEN: Maybe a week at the nost.

THE HEARI NG EXAM NER: Ckay. All
right.

M. Bruce, anything further on these
cases?

MR. BRUCE: That's fine. | need to
check with nmy clients on avail able dates. Yeah.

THE HEARI NG EXAM NER: That goes
wi t hout saying. Anything else on these cases? And
then in the notion, M. Bruce and Ms. Shaheen, pl ease
expl ain why you want nme to consol i date whatever cases
t hat you do, or why you don't want me to consolidate
other related cases. Because |'ve heard both things
today, and | really don't know what to think about it.

MR. BRUCE: Yes, sir.

THE HEARI NG EXAM NER: Ckay. Anything
el se, Ms. Shaheen?

M5. SHAHEEN: Not on this matter.
Thank you.

THE HEARI NG EXAM NER:  Ckay. Thank

you. 24432. Entries of appearance? It |looks |ike 32

Page 74

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

t hrough 39. Looks |Iike has been consol i dat ed.
Entries of appearance?

MR. SUAZO. M guel Suazo at the Santa
Fe office of Beatty and Wzni ak on behalf of Pil ot
Wat er .

THE HEARI NG EXAM NER: Pilot? Thank
you.

MS. SHAHEEN: M. Exam ner, Sharon
Shaheen, Montgonery and Andrews, on behalf of Enpire
Petroleum And | would note at the outset that |
believe Ms. Hardy has a conflict with all of the cases
except for 24432. So we would ask that those cases
not be consolidated with 24432,

THE HEARI NG EXAM NER: Ckay. | didn't
hear everything you said. Can you repeat what cases
you're asking to not be consoli dated?

M5. SHAHEEN:. We're asking that you
only hear case number 24432 at this time, and the
remai ni ng cases that you called, 33 through --

THE HEARI NG EXAM NER:  39.

M5. SHAHEEN:. 33 through 39 can be
heard together. But if we could keep 24432 separ at e,
t hat would be very hel pful for us.

THE HEARI NG EXAM NER:  All right. Are

there any other parties in these cases?
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MR. MOANDER: Yes, M. Heari
Chri s Mbander on behal f of OCD.

THE HEARI NG EXAM NER:  Good
M . Mander.

MR. MOANDER: Good nor ni ng.
of what's going on here is |I'mnonitoring,

anyt hing, these cases. Just because there'

ng Oficer.

nor ni ng,

And part

as nuch as

S quite a

bit of busi ness before the conmm ssi on. And so that's

my role here. VWhile | may need to be active, at this

point, it's a bit nore passive.

THE HEARI NG EXAM NER:  Ckay.
M . Rankin?

MR. RANKI N: Good nor ni ng,

M. Examiner. My it please the division.
Rankin. | have not yet filed the notice of
intervention in these cases. |'ve been def

counsel while | get up to speed. But if it

And

Adam

erring to

may pl ease

the division, I would file a notice, orally, of
I ntervention in these cases. |If it would please the
division, | can nmake a statement now or | can
subsequently file a notice of intervention. And I
haven't conferred with counsel yet for Enpire.
THE HEARI NG EXAM NER:  Ckay. Now - -
MS. SHAHEEN: May | respond?
THE HEARI NG EXAM NER: Hol d on one
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second. | only called 24432, because Ms. Shaheen has
a conflict in 33 through 39. So let's just keep 32
separate for a nonent.

This case was filed by you, M. Suazo?

MR. SUAZO. No. This was filed by
Enpire.

THE HEARI NG EXAM NER:  Ckay. This was
filed by Enpire.

So Ms. Shaheen, this is your case?

M5. SHAHEEN: Yes. And | --

THE HEARI NG EXAM NER: But did you file
all the cases, and now you have a conflict, you're
sayi ng?

M5. SHAHEEN: No. | should clarify.
do not have a conflict. M. Hardy has a conflict with
24433 through 39. | do not have a conflict. And
M. Padilla also is representing Enpire New Mexico in
all of the cases. | believe there are nine cases
total. Maybe there's eight.

THE HEARI NG EXAM NER: M. Padilla, do
you want to enter an appearance?

MR. PADI LLA: M. Exam ner, Ernest L.
Padi |l a for Enpire New Mexi co.

M5. HARDY: And Dana Hardy --

THE HEARI NG EXAM NER:  These cases
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woul d be consolidated for the purposes of a hearing.
So I'"'mnot worried right now about who has a conflict
in which case. W' re tal king about them as a group.
Just trying to get themto a hearing.

Ms. Shaheen, do you have a problemw th

t hat ?

MS. SHAHEEN: | would defer to
Ms. Hardy.

THE HEARI NG EXAM NER:  Ckay.
Ms. Hardy?

MS. HARDY: M. Exam ner, so the issue
Is that Ms. Shaheen and M. Padilla and | all
represent Enpire, although | amonly representing
Enpire along with themin case 24432, because | have a
conflict in the subsequent cases. So we would ask for
that case to be treated separately fromthe others.

Al so, they involve different parties, which is why I
have conflict in the others and not this one.

THE HEARI NG EXAM NER: But if went to a
hearing, are you saying you expect the division to
have a hearing on 32 separate fromthe other cases?

M5. HARDY: Correct. W would like to
keep the cases separate. | think that's likely to be
an issue that requires briefing, but there are

different parties and -- yes.
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THE HEARI NG EXAM NER: Okay. So
Ms. Shaheen, you filed the applications. 1|s that
correct?

M5. SHAHEEN: That is correct.

THE HEARI NG EXAM NER:  All right.

Let's just talk about 32 right now. Wich party
obj ected to your application?

M5. SHAHEEN:. | don't know that anyone
formally filed an objection, but we assuned that it
woul d be objected to, because we're seeking to revoke
an existing permt under which OAL or Pilot currently
oper at es.

THE HEARI NG EXAM NER: COkay. So
M. Suazo, you woul d object?

MR. SUAZO. Yes, M. Hearing Exam ner.
We nost certainly would. | would note for the
division that we, you know, cane into this case on May
9th. So it's still very early for us. Very
conplicated set of issues. Very contentious. They
are potentially interrelated with the other cases that
have been referenced, but for now, | think Pilot's
position is that they prefer to keep our case separate
whil e they assess the situation further.

THE HEARI NG EXAM NER: So M. Suazo,

your client, Pilot, has the approval to do what?
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MR. SUAZO. To inject into the P15

wel | .
THE HEARI NG EXAM NER: I nject what?
MR. SUAZO:  Produced water.
THE HEARI NG EXAM NER:  Produced wat er.
Okay.

And Ms. Shaheen, why are you trying to
revoke their perm ssion to do that?

MS. SHAHEEN: Their injection of
produced water is affecting the mnerals and the
operation of wells by Enpire New Mexi co.

THE HEARI NG EXAM NER: And didn't you
have an opportunity to present evidence of this nature
at the hearing?

MS. SHAHEEN: WII| we have an
opportunity?

THE HEARI NG EXAM NER: No. \When they
first received their perm ssion, was it not obtained
t hrough a hearing? It was. So Ms. Shaheen, did you
not know about the hearing in which they received this
authority?

M5. SHAHEEN: My recollection is, this
Is a permt that was issued years before Enpire New
Mexi co acquired its interest.

THE HEARI NG EXAM NER: Ckay. \What does
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that have to do with the question?

M5. SHAHEEN: Well, Enpire New Mexico
did not have an opportunity to participate at the
hearing at which the permt was issued.

THE HEARI NG EXAM NER: But soneone hel d
those interests, and wouldn't they have had an
opportunity to have contested this authority to do
this?

M5. SHAHEEN:. Assum ng they received
notice, they may have had an opportunity. But since
that time, M. Exam ner, the anmpbunts of water that
have been injected are inpacting correlative rights.
And we therefore believe it would be appropriate for
the division to revoke that permt. CObviously, we'l
be offering evidence in support of the nerits of our
claim But we believe that we do have a right to seek
revocation of a permt that's inpairing correlative
rights and creating waste.

THE HEARI NG EXAM NER: Okay. And so
you have new evidence to show that this is inpacting
your client's rights?

M5. SHAHEEN: | will answer that with a
yes.

THE HEARI NG EXAM NER: Great. Thank

you.
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M. Rankin?

MR. RANKI N. Good nor ni ng,

M. Examner. At this point, if you would like to
hear ny basis for intervention, |'m happy to nmake t hat
st at enment .

THE HEARI NG EXAM NER: OF course.

MR. RANKIN:. M. Exam ner, the case
here before us in isolation, 22432, seeks to revoke
the permt of OAL for its P15 well. That P15 well is
nearly in the mddle of the Eunice Mnunment South
Unit, which is the unit that is at the center of the
di spute in the cases currently before the conmm ssion.
The P15 well is anmong the wells that Goodni ght has
identified as being simlarly situated to its wells
within the unit.

And as Ms. Shaheen notes, Enpire has
made al | egations and clains that the disposal of
produced water within the unit and offsetting the unit
are inpacting Enpire's operations within the unit
boundaries. So on that basis, any action the division
takes in this case that would affect OAL's opportunity
or ability to inject intoits well wll have a
substantial inpact, potentially, on Goodnight's
simlarly situated wells.

THE HEARI NG EXAM NER:  All right. So
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you're going to file a notion to intervene for |ack of
a better word?

MR. RANKIN: Well, M. Exam ner,
guess if it's required, I wll do it. The rules do
provide for parties to make an oral notice of
intervention. | think it would be hard to make the
case that there's no basis for us to intervene, that
we have no standing to intervene. The facts are, as
Ms. Shaheen just stated, that it's the anount of water
that is causing the problem

There are nunerous operators of
saltwater disposal wells in the unit and offsetting
that are now the target of Enpire's applications to
revoke. And there's no principle basis to distinguish
bet ween one operator's injection over another at this
point. And so for that reason, M. Exam ner, we would
make this oral notice of intervention and ask that the
di vision recognize us as a party in this case.

M5. SHAHEEN: M. Exam ner, may |
respond?

THE HEARI NG EXAM NER: Yes, of course.

M5. SHAHEEN: As M. Rankin nentioned,
he has not conferred with the parties in this regard.
And we woul d request that M. Rankin file a witten

notion so that Enpire New Mexico, as well as OAL and
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Pilot, may respond in writing.

THE HEARI NG EXAM NER: So M. Ranki n,
are you -- and we're only tal king about intervention
now. And we're |ooking at 19.15.4.11. And it says,
"A person with standing with respect to the case's
subject matter may intervene by filing a witten
notice of intervention with the division clerk at
| east one day before" blah, blah, blah.

And then there's subject matter that
needs to be included. Then it says, "The division
exam ner, at their discretion, may allow | ate
I nterveners to participate if the intervener files a
written notice on or after the date provided in"
anot her subsection, "Or by oral appearance on the

record at the hearing,” which is what you're doing

now. "
MR. RANKIN: Correct.
THE HEARI NG EXAM NER: Ckay. And
Ms. Shaheen, basically, are you objecting?
MS. SHAHEEN: Yes.
THE HEARI NG EXAM NER:  You are
obj ecti ng.
MS. SHAHEEN. We are objecting to --
THE HEARI NG EXAM NER:  And your

obj ection is based on what?
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M5. SHAHEEN:. Goodnight is not the
subj ect of the permt of the -- excuse nme -- Goodni ght
does not hold the permit that is being challenged. As
you' re aware, there are nunerous other pending matters
that were referred to the comm ssion that refer to
Goodni ght's wells. But Goodnight is not a party to
the case with respect to the OAL and Pilot P15 well.
So we would |like an opportunity to respond in witing
to any notion to intervene.

THE HEARI NG EXAM NER: Ms. Shaheen, the
notice of intervention shall include -- and | think it
can be verbal as well as in witing -- "The nature of
the intervener's interest in the allocation."”

And M. Rankin, in one sentence, what
IS your nature of your interest?

MR. RANKIN: The nature of our
Interest, M. Exam ner, is that we are very simlarly
situated to the P15 well. W have six wells. Four
are inpactive injecting wells. And five proposed
wells that are being challenged by Enpire within the
same unit on the sane basis, the same factua
al | egati ons.

Ms. Shaheen and Enpire counsel have
made the argunment repeatedly that all the injection

wthin the unit and within 2 mles -- their testinony
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fromtheir expert witnesses is that all injection
within 2 mles of the unit should be precluded and
revoked.

So we are exactly situated just as the
P15 is. And Enpire counsel nade the argunent that al
t he Goodni ght cases should be heard together, both
i nside and outside the unit. So | don't see any
principle basis to nake the argunent that these cases
shoul d --

THE HEARI NG EXAM NER:  Your client's
position is that this permt to inject should be
revoked?

MR. RANKI N: No.

THE HEARI NG EXAM NER: Ah, what is your
client's position?

MR. RANKIN. Qur client's position, as
required by the notice of intervention, is that
Enpire's applications should be deni ed.

THE HEARI NG EXAM NER: I n ot her words,
the injection perm ssion should be continued?

MR. RANKIN: Correct.

THE HEARI NG EXAM NER: Okay. So
Ms. Shaheen, | understand why you're objecting.
However, M. Rankin has just put on the record the

nature of the intervener's interest and the extent to
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whi ch the intervener opposes the order that you seek.
| don't see anything else here as a basis of an
objection. | feel |ike you have enough information to
file whatever you would like for ne to consider
barring the intervention. Do you disagree with what |
just said?

MS. SHAHEEN: Well, | believe that
Goodni ght has the obligation to satisfy its burden
establishing that it should be allowed to intervene,
and that we should be provided an opportunity to
respond in witing. One other circunmstance that |
woul d note is that | believe that Goodnight's
intention is to seek consolidation of all of these
cases, the Rice, and the OAL, and the Goodni ght
applications, all before the conm ssion.

Now he hasn't made that statenent
today. The scope of the Enpire and Goodni ght
applications that are currently before the conm ssion,
the scope of that hearing will be discussed and
determ ned by the conm ssion at its June 20 neeti ng.
And so | woul d suggest that we continue these cases to
a status conference until after that decision has been
made by the comm ssion as to the scope of the hearing
and the Goodni ght applications.

MR. MOANDER: And M. Hearing Oficer,
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|'d like to just address that briefly if | could.

THE HEARI NG EXAM NER: M. Mbander,
what are you addressing? Wat issue?

MR. MOANDER: The issue of the
consol i dations, which is probably the key reason that
OCD entered an appearance in this case. [|I'minclined
to agree with Ms. Shaheen, that there's a critical
mass of cases, sone of which are currently before the
OCC, and then we have sonme cases before the division,
that ultimately are going to be subjected to notion
practice at the comm ssion |evel.

The chair directed the parties to brief
up the scope of what would ultimately beconme a hearing
before the OCC. And really, what | suspect is going
to happen is the subject matter of either set of cases
wi Il be addressed in those notions.

And Ms. Shaheen, correct me if |I'm
wrong, or M. Rankin. |If menory serves, | think the
conm ssi on was hopefully going to hear that at the
next neeting, if | understood that right, which would
be June 20th. So this would not be what, in ny
experience, |1'd call a significant del ay.

But | think it's appropriate to set
t hese cases for another status conference down the

road a ways to |l et the comm ssion nake its
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determ nation. Because there is a real possibility
here that sone or perhaps all of these cases -- and
realizing we're just on 24432 -- could be brought up
to the comm ssion level for a full hearing.

THE HEARI NG EXAM NER: So M. Moander,
are you suggesting that we refer these cases to the
comm ssion to be consolidated with the commi ssion's
busi ness?

MR. MOANDER: | would not presune to
substitute ny judgenent for the comm ssion. But what
| am suggesting is that there's active notion practice
going on to address consolidation as well as bring
sonme of these, if not all the -- and I"'mtrying to be
careful here, M. Hearing Oficer.

Because what |"'mreally tal king about
is 32 through 39, but I'mtrying to stick just on 32.
That | think those will be addressed in full by the
comm ssion. So | think that Ms. Shaheen's proposal
was probably prudent, because we may ultimately not
even need the status conference, you know, in six
weeks or what have you

THE HEARI NG EXAM NER: M . NMbander, how
are these cases that are before the division, how are
they related to the cases that were referred to the

comm SSsi on?

Page 89

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



© 00 N oo o b~ wWw N

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

MR. MOANDER: Well, there's a few
reasons. The primary main one being the EMSU, which
is a pool that enconpasses a group of wells. There's
a lot of lingering discussion going on about the issue
of secondary recovery versus produced water injection.
And there's also, in OCD s opinion, a |arger policy
guestion that needs to be resolved by those cases in
front of the OCC because -- there's a |ot of evidence
here concerning, you know, what injection would | ook
like.

There's a discussion about Enpire's
correlative rights through secondary recovery. And
this covers a -- | would describe it as a pool. But
al so, you could even look at it as a geographic or
geologic issue in play. And so that's why those cases
are before the comm ssion. Because there's a greater
policy need in play as well as the correlative rights
| ssue.

THE HEARI NG EXAM NER:  But,

M. Mbander, we have here six or so cases in which one
party is trying to revoke the perm ssion already
granted that another party is injecting into this
unit. And are you saying that the division could nake
a deci sion based on evidence in these cases that in

sonme way does not conflict with whatever the outcone
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Is wth the conm ssion cases?

MR. MOANDER: No. You know, | need to
be cautious here, M. Hearing Oficer, because we do
have other active litigation, and the division has not
cone to a final position on the cases currently before
the comm ssion, and certainly hasn't come to a final
position on these cases before the division.

What | am saying, though, is that it's
OCD s view that there's probably going to be a benefit
to have at |east sone of these cases transferred up to
the comm ssion so they can be addressed in totality
concerning a particular pool. And --

THE HEARI NG EXAM NER: \When you say
sone of these cases, you're tal king about 32 through
397

MR. MOANDER: Yes. And I'mreally --
understanding the ethical issue in play, which | do
t hi nk the parties should have time to sus out and make
sure everyone's clear on how these cases would need to
be handl ed from an ethical perspective for Enpire.

What | am saying is it's possible any or all of those
cases could very well end up before the conm ssion.
And that determ nation would be nmade relatively

qui ckly, again, on how the parties have been worki ng

t oday before the comm ssion.

Page 91

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



© 00 N oo o b~ wWw N

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

THE HEARI NG EXAM NER:  All right.
Thank you, M. Moander.

Is there anything el se fromany party?

M . Rankin?

MR. RANKIN:. M. Exam ner, thank you.
| appreciate the opportunity just to nake a couple
comments. Ms. Shaheen did note that she expects us to
make a notion or an argunent that these cases should
all be referred to the conm ssion. As we had argued
before you previously in the Goodni ght cases, our
position has been and continues to be, as we expressed
to the conmm ssion | ast week, that the only thing the
conmm ssi on should hear initially are those cases that
i nvol ve di sposal within the unit boundari es.

That's it. Nevertheless, the division
did refer all the cases involving Goodni ght, both
those in the unit and outside, to the comm ssion for
consideration. That issue, the scope, is currently
before the comm ssion, whether they should be all the
cases or just the cases within the unit boundary. |
have deferred to counsel for the operators involved in
t hese eight saltwater disposal wells while these
applications were pending to allow themto get up to
speed.

Therefore, | have not yet intervened in
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t hese cases until today. And the reason |I'm doing so
today is because | think it's inperative that our
voi ce be heard, and you understand the status of the
comm ssi on cases. Enpire's position, as they
expressed to the conmm ssion, and Ms. Sheehan can
clarify -- as she expressed to the conmm ssion, that
their position is going to be that all these division
cases, these eight cases that they recently filed,
shoul d be stayed at the division while the conm ssion
cases involving Goodnight's applications are heard.

| think that would be a terrible
m stake. And | think that's not the right approach.
So we're here to make sure the division understands
t hat argunent and the consequences. So we are eager
to nmake the case that, you know, as to the cases
currently now, these eight cases, there's three of
themthat involve injection directly within the unit
boundary. The other five are outside the unit
boundary. Some of which now invol ve anot her statutory
unit to the southeast called the Arrowhead G ayburg
Unit.

So, you know, our viewis not to make
this overconplicated. Rather, to make it nore sinple,
and to sinplify the issues by focusing solely within

t he boundari es of the EMSU. So | think with that,
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M. Exam ner, ny concern is delay. Goodnight has been
accused of seeking to delay the resolution of these
cases at the conm ssion and division. That's not our

I nterest.

Rat her, our interest is to make sure
that the parties have all the informati on necessary to
present a fair case in support of our position. And
to date, that's been a struggle, but we're working to
get there. And also so the division is fully up to
speed and the comm ssion has all the information
before it necessary to nake the broader policy
deci sions that are being, you know, basically forced
upon it at this point.

So M. Exam ner, at this point, |
guess, | just want to make -- yeah, | think our
position is clear. | amconcerned about delay. | am
concerned that we have a setting. You know, the
conmm ssion cases for the end of Septenber. And it's a
week-1ong hearing in which currently all these
Goodni ght cases will be heard. W'Ill be taking the
position that only those within the unit should be
hear d.

And so at this point, I'll be including
in my position, obviously, the argunent that these

additional three wells within the unit that are
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currently now before the division should al so be

I ncluded in those cases so that everybody is in the
sane procedural posture and has an opportunity to
present their facts before the division.

THE HEARI NG EXAM NER: Qur conm ssion
stayed three wells. VWhich cases are the three wells?

MR. RANKIN: M. Examiner, three wells
are the current one we're tal king about, the P15,
which is case 24432. Also case 24434, which invol ves
Ri ce Operating, which has not yet been called. And
then case nunber 24436, which also involves the Rice
Operating well, which --

THE HEARI NG EXAM NER: Did you say
Bryce or Rice?

MR. RANKIN. Rice, RI-CE

THE HEARI NG EXAM NER: Rice. Okay.

Al right. Anything else fromthe
parties on this single case?

MR. SUAZO. Yes, M. Hearing Exam ner,
on behalf of Pilot Water. As | nentioned earlier,
it's still pretty early days. W' ve communicated wth
M. Rankin and Goodnight. W don't yet have enough
i nformation to say whet her these cases should or
shoul d not be consolidated. But we'll explore that

I ssue and confer with the parties, and also let the

Page 95

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



© 00 N oo o b~ wWw N

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

di vi si on know our position at a |ater date. So we ask
for additional tinme to assess the situation.

THE HEARI NG EXAM NER:  Ckay. And
M. Padilla, you don't have anything to add?

MR. PADI LLA: No, | don't have anything
to add. | think Ms. Shaheen has expl ai ned our
position.

THE HEARI NG EXAM NER: Ckay. Yes, and
| understand that position as well. So at this tine,

|"'mallowng M. Rankin to intervene on behalf of his

client.

If there's a reason that that's the
wrong decision, Ms. Shaheen, |I'msure you'll file a
notion and let nme know why I'mwong. And |I'll | ook

forward to that.

VWhat we'll do is, in this case, we wl|
set this for another status conference after the
comm ssi on has decided what the scope of the hearing
before themw ||l be. They're nmeeting June 20. CQur
June 27 docket is full. So this will have to wait
until July, it looks like. And that will be July 11

So Ms. Shaheen, please continue this
case to the July 11 docket.

MS. SHAHEEN: Thank you, M. Examn ner.

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

Entries of appearance, please?

Mont gonery and Andrews, for the applicant, Enpire New

Mexi co.

Enpi re New Mexi co.

there any --

Exam ner. Matt Beck on behalf of Rice Operating and

Per m an Li ne Servi ce.

appearance yesterday. It has not been officially
filed on the docket. So that m ght be a surprise for

you to hear that.

you representing?

Perm an --

ot her ?

Now |I''mcal ling 24433 t hrough 39.

MS. SHAHEEN: Shar on Shaheen,

THE HEARI NG EXAM NER:  Thank you.

MR. PADI LLA: Ernest L. Padilla for

THE HEARI NG EXAM NER:  Thank you. Are

MR. BECK: Good norning, M. Hearing

THE HEARI NG EXAM NER:  Good norning --
MR. BECK: We filed our entry of

THE HEARI NG EXAM NER: It was. Who are

MR. BECK: Rice Operating and

THE HEARI NG EXAM NER:  And who was the
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MR. BECK: Perm an Line Service.

THE HEARI NG EXAM NER:  Li ne service.

MS. BENNETT: Good norni ng,
M. Examner. This is Deana Bennet from Modrall
Sperling, and we are noted on the docket as
representing Rice Operating and Perm an Line Service.
But we are wi thdrawi ng our entry of appearance, and
M. Beck and his firmare taking over the
representation. So | just wanted to make that clear
for the docket.

THE HEARI NG EXAM NER:  Thank you.

Are there any other parties,
Ms. Shaheen, that you know of ?

MR. MOANDER: Chris Mbander on behal f
of OCD.

THE HEARI NG EXAM NER:  Thank you.

Are there any other parties,
Ms. Shaheen?

MS. SHAHEEN: Not that |'m aware of.

THE HEARI NG EXAM NER:  Ckay.
Ms. Shaheen, what do you want to do with these cases?

M5. SHAHEEN: Well, the same situation.
| mean, we just had our discussion about case nunber
32. And the sanme discussion applies here. So | would

ask that these cases al so be set for a status

Page 98

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

conference in July.

THE HEARI NG EXAM NER: Okay. M. Beck,
did you object?

MS. SHAHEEN: M. Hearing Exam ner, if
| may. VWhen Modrall Sperling was still representing
Ri ce Operating and Perm an Line Services, we did
obj ect to the cases proceeding by affidavit.

THE HEARI NG EXAM NER:  Ckay. M . Beck,
are you still with us? W my have to recess on these
cases until M. Beck cones back with us.

MS. SHAHEEN: He's here now. He's
calling in, apparently.

THE HEARI NG EXAM NER: | see.

MR. RANKI N: M. Exam ner, while
M. Beck reconnects, as with the prior case -- |I'm
Adam Rankin with Holland and Hart. W represent
Goodni ght M dstream Perm an. And we would also orally

nove to intervene in all these cases, 24433 through

24439.
THE HEARI NG EXAM NER:  Ckay. And --
MR. RANKIN: On the sanme bases.
THE HEARI NG EXAM NER: On the sane
basi s?

MR. RANKI N: Mm hrm
MR. BECK: And |I'm back, M. Hearing
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Oficer. I'msorry. M mcrophone went out, but ny
video's still here, so.

THE HEARI NG EXAM NER:  Okay. Al
right, M. Beck. Thanks. Hol d on a second.

M. Rankin has intervened on behalf of Goodni ght on
the sanme basis that he intervened in the |ast case.

So M. Rankin, please state the nature
of your interest in the application.

MR. RANKIN. M. Exam ner, as with the
prior case we discussed, several of these cases are
seeking to revoke injection authority for wells that
are currently disposing produced water either within
the unit area and the unit ties interval, just as with
Goodni ght's cases that Enpire's simlarly seeking to
revoke injection authority for, or are outside the
unit boundary in the simlar position to Goodnight's
cases.

Sonme are closer. Sonme are farther than
Goodni ght's cases. And so there's no principle basis
to distinguish based on the allegations raised between
Goodnight's injection or these other wells. Any
deci sion the division makes that woul d affect these
cases and the injection authority for these wells
could potentially be adversely affecting Goodnight's

as wel | .
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THE HEARI NG EXAM NER: All right. Hold
on, M. Rankin. One second.

Ms. Shaheen, your application is to
revoke injection authority under these orders that are
listed in these cases. |Is this Goodnight's authority
In these cases?

MS. SHAHEEN: No. These are Rice
Operating's authority. And | believe one of the wells
I's operated by an affiliate of Rice, Perm an Line
Servi ce.

THE HEARI NG EXAM NER:  So M. Rankin,
It's not your client's authority that's being revoked
or on the table for revocation. So what gives you an
interest in these cases?

MR. RANKIN:. M. Exami ner, in our cases
for which sonme testinony and exhibits were filed,
Enpire has taken the position and has presented
evi dence that no injection should occur anywhere
within the unit or within two mles of the unit. So
they' re making broad cl ai ns about the
| nappropri ateness of injection.

And these are necessarily all tied
t oget her because of that. As Ms. Shaheen stated
previously this nmorning, it's the anount of water

that's being injected that is causing inpairnment under
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their claims. So for that reason, we think it's

I nperative that all parties whose water is being

i njected have a say in whether or not any of these
permts should be revoked.

THE HEARI NG EXAM NER: Ckay. So now
| " m under standi ng, M. Rankin, that your client has an
interest in the injection. Even though it's not the
party that's doing the injection, it's your produced
water that's being injected?

MR. RANKIN. M. Exam ner, we have ten
simlarly situated wells interm xed with these eight
wells that are currently before the division. They
are all within the sane acreage, interm xed. Sonme
within the unit, some within a mle of the unit
boundary. So there's no distinction in terns of
di stance, in terns of activities that would
di stingui sh between our injection and our wells and
the wells that are being challenged here now before
t he divi sion.

THE HEARI NG EXAM NER: Ckay. So you
have injection wells. You didn't nention that before.
You have injection wells within the unit. And you
feel as though any authority that's revoked could
| npact your client?

MR. RANKI N: Correct, M. Exani ner.
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THE HEARI NG EXAM NER: Ckay. Thanks
for the clarification. And so the other itemhere is
the extent to which the intervener opposes the
I ssuance of the order the applicant seeks.

MR. RANKIN:. M. Exam ner, we request
the division deny each of Enpire's applications.

THE HEARI NG EXAM NER:  Ckay. Al
right.

Ms. Shaheen, you heard that.

M. Beck, did your client object to
t hese applications?

MR. BECK: Yes.

THE HEARI NG EXAM NER: On what basi s?

MR. BECK: They are currently operating
the disposal -- and |I'm probably newer to this than
you just heard fromPilot's attorney, since | just got
in last night. But they are using these disposal
wells currently to inject disposal. And so they're
opposed to the permts being revoked.

THE HEARI NG EXAM NER: So it's your
client's authority that's the subject matter of this
application?

MR. BECK: Yes, M. Hearing Oficer.

THE HEARI NG EXAM NER: Ckay. That's
hel pful. That's hel pful. Ckay.
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So Ms. Shaheen, they're your
applications. You're asking for a status conference,
and the soonest one we can give you is July 11. s
t hat accept abl e?

M5. SHAHEEN: That is acceptable. And
If | mght just note for the record our objection to
Goodnight's intervention. And we will, after
conferring with the client, determ ne whether we wll
be filing a notion in that regard.

THE HEARI NG EXAM NER: O course. By
all nmeans.

M. Rankin, M. Beck, are there any --
yeah. July 11 is suitable for everyone?

MR. RANKI N: Yes, M. Exam ner.

MR. BECK: Yes, M. Exam ner.

THE HEARI NG EXAM NER: M . Nbander,

t hank you.

MR. MOANDER: Yes, M. Exam ner.

THE HEARI NG EXAM NER: Okay. Then
Ms. Shaheen, will you continue these cases? | think

we have to separate this one case now.

So Freya, will you show 24432 as
separate fromthe other cases?

MS. TSCHANTZ: Yes, | wll.

THE HEARI NG EXAM NER:  All right.
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Thank you. So case nunbers 24433 through 39 will al
be continued to the July 11 docket for a status
conference. Anything further fromthe parties on
t hese cases?

MR. BECK: No, M. Hearing Oficer.

THE HEARI NG EXAM NER: Thank you.

MR. RANKI N:  No.

M5. SHAHEEN:. Thank you.

THE HEARI NG EXAM NER: Thank you.

We're calling 24446. Entries of
appear ance, pl ease?

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

THE HEARI NG EXAM NER:  Thank you.

MR. FELDEWERT: Good norni ng,
M. Exam ner. M chael Feldewert with Santa Fe office
of Holland and Hart on behal f of COG Operating, who
has objected to the matters proceedi ng by affidavit.
| believe that this could be consolidated with 24448
t hrough 49, which involve the Marathon back tax. So |
think they're --

THE HEARI NG EXAM NER: Are they on
t oday' s docket ?

MR. FELDEWERT: Yes.
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THE HEARI NG EXAM NER: Ch, down at
nunmber 417

MR. FELDEWERT: Mm hrmm

THE HEARI NG EXAM NER: You said 448 and
497

MR. FELDEWERT: Yes, sir. Because COG
objected in those as well, and the acreages, they're
all in Sections 27 and 34.

THE HEARI NG EXAM NER:  Ckay.

Ms. Bennett, is there any objection to consolidating
this one case, 24446, with 24448 and 9?

MS. BENNETT: M. Hearing Exam ner, no
obj ection to consolidating them for purposes of
today's discussion. But if we go to a contested
hearing, then we nay need to revisit that decision.
But it's fine to keep themtogether for purposes of
t oday' s di scussi on.

THE HEARI NG EXAM NER: Ckay. So Freya,
woul d you show in the notes that this case is now
consolidated with the other two cases? Thank you.

And if we need to separate it for a
hearing, then we'll hear that. So Ms. Bennett, these
are your cases, all three of thenf

MS. BENNETT: They are.

THE HEARI NG EXAM NER:  Ckay. Let ne
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call the other two then. 24448 and 24449. And |
assunme the entries of appearance are the assune?

MR. FELDEWERT: Yes, sir.

MS. BENNETT: Yes.

THE HEARI NG EXAM NER:  Ckay.
Ms. Bennett, where do you want to go with these cases?

MS. BENNETT: As M. Feldewert noted,
COG Operating objected to these cases proceedi ng by
affidavit. And I'"'minterested in understanding nore
about the basis for that objection and what COG s next
steps are.

THE HEARI NG EXAM NER: M. Fel dewert?

MR. FELDEWERT: Yes, sir.

THE HEARI NG EXAM NER:  Your objection?

MR. FELDEWERT: Sure. So these are
newly filed cases. They seek to pool COG s interests
in this acreage, which is substantial. [It's ny
understanding fromthe client that COG and Marat hon
are in discussions, and that we should know within a
nont h whether COG will need to send conpeting wel
proposals. So |I'masking for a -- | suggest a status
conference in June.

THE HEARI NG EXAM NER: Okay. So goi ng
back to the reason for the objection. How would you

characterize that?
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MR. FELDEWERT: The reason for the
obj ection would be that they're seeking to pool our
interests. W received the applications. The parties
are in discussions. And COG may deci de that they
shoul d operate this acreage. And that's what they're
i n di scussions with Mrathon about.

THE HEARI NG EXAM NER: Is there a limt
to the anmobunt of interest you can hold in a pool
bef ore you can object?

MR. FELDEWERT: There is no such limt
or limtation.

THE HEARI NG EXAM NER: Ckay. So any
party, anyone wth standi ng can object?

MR. FELDEWERT: Anyone who has an
I nterest can object. Correct. Anyone who has an
i nterest that is being pooled can object.

THE HEARI NG EXAM NER:  And how i s that
different from standi ng?

MR. FELDEWERT: The sane.

THE HEARI NG EXAM NER:  Same. Ckay. So
you may file conpeting applications. You don't know.
Depends on negoti ati ons?

MR. FELDEWERT: Correct.

THE HEARI NG EXAM NER:  Ckay.

Ms. Bennett?
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MS. BENNETT: Thank you. At this

point, it seens |ike a July 11th status conference

woul d wor k.

THE HEARI NG EXAM NER:  Ckay.

So

Ms. Bennett, please continue these three cases to the

July 11 docket.

M. Feldewert, how nuch tinme do you

think is necessary for your client to determ ne

whether it's going to file conpeting applications?

MR. FELDEWERT: They told me that they

shoul d know within the nmonth whether they're going to

be filing. So that July 11th status conference nakes

perfect sense to ne.

THE HEARI NG EXAM NER: Perfect. G eat.

Okay. Anything else on these cases? No.

MR. FELDEWERT: Thank you.

THE HEARI NG EXAM NER:  We're off the

record on these cases. Thank you.

24457 . It looks |ike these are

consolidated with 59, 60, 62, 63, and 79.
appear ance, pl ease.

MS. BENNETT: Good nor ni ng,

Entri es of

M . Exam ner. Deana Bennett on behalf of Franklin

Mount ai n Ener gy.

THE HEARI NG EXAM NER:  Good nor ni ng.
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MR. FELDEWERT: Good nor ni ng,
M. Examner. M chael Feldewert with Santa Fe office
of Holland and Hart for MRC Perm an.

THE HEARI NG EXAM NER: Good nor ni ng.

And Ms. Bennett, these are your cases?

MS. BENNETT: Yes, they are. And again
in these cases, Matador has filed an objection to the
cases proceeding by affidavit. And I'"'minterested in
hearing the basis for that. But wth these cases,
Franklin Mountain Energy's desire is to nove them
forward and to work on setting a contested heari ng.

THE HEARI NG EXAM NER: Ms. Bennett,
t hese are all of your cases? You filed all these
cases?

MS. BENNETT: | did.

THE HEARI NG EXAM NER: Ckay. So none
of these are conpeting cases then?

M5. BENNETT: No. These are all
Frankl i n Mountai n Energy cases.

THE HEARI NG EXAM NER: And they're
consol i dated why?

M5. BENNETT: These are consol i dated
because they involve the sane acreage, and they're all
part of Franklin Mountain Energy's rope devel opnment

ar ea.
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THE HEARI NG EXAM NER: Ckay. Thank
you.

M. Fel dewert?

MR. FELDEWERT: Sure. So they do
I nvol ve Sections 18, 19, and 30. So they're stand-up
proposals. MRC Perman is the party that they seek to
pool. MRC Perm an has exam ned the proposals. They
Intend to send out conpeting well proposals this
nmonth. So we will be in a position to file conpeting
pool i ng applications once those are sent. So ny
assunmption is going to be that once those are sent,
there will be sone discussions, but we wll be in a
position to file applications as needed.

THE HEARI NG EXAM NER:  Ckay.
Ms. Bennet, July 11 status conference?

M5. BENNETT: 1Is it possible to have a
June 13th status conference in order to understand
whet her MRC has sent out its proposals and so we can
gauge when those proposals will be ripe for hearing?

THE HEARI NG EXAM NER: COkay. Freya, is
t hat possi bl e?

M5. TSCHANTZ: Yes, that's fine.

THE HEARI NG EXAM NER: We' || put these
on the June 13th docket for a status conference to see

I f MRC Perm an has sent out conpeting applications.
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MS. BENNETT: Thank you.

THE HEARI NG EXAM NER: Now Ms. Bennett,
your client should receive the proposals rather soon
t hen?

MS. BENNETT: Yes.

MR. FELDEWERT: So let me -- | think
you said, M. Exam ner, to see if Matador had filed
conpeting applications. W'd be sending out conpeting
wel | proposals. And they will receive the proposals.

THE HEARI NG EXAM NER: Right. That's
what | neant.

MR. FELDEWERT: COkay.

THE HEARI NG EXAM NER:  Thank you.
Anything further on these cases?

MS. BENNETT: No. Thank you.

MR. FELDEWERT: Thank you.

THE HEARI NG EXAM NER:  Yup. Thank you.

Ski ppi ng over the cases that we've
already called. Mving onto 24450. It |ooks |ike
this case should be consolidated with 24443 and 24445,
but I'll wait to hear fromthe parties. Entries of
appear ance, pl ease?

MS. BENNETT: Thank you, M. Exam ner.
Deana Bennett on behalf of Franklin Mountain Energy in

case 24450.
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THE HEARI NG EXAM NER:  50. Bef ore we
go to another entry, are you also entered on 24443 and
457

M5. BENNETT: What nunber are those on
t he docket, M. Exam ner?

THE HEARI NG EXAM NER: Oh, these are on
the July 11 docket. This is a note. [It's a question.
Okay. They're not on today's docket. So |I'll ask you
that question in a nonent. Are there any other
entries of appearance?

M. Rankin?

MR. RANKI N: M. Exam ner, we have not
entered in this case. So this is a tract that our
clients are not owners in.

THE HEARI NG EXAM NER:  |I'm sorry. |
didn't hear you.

MR. RANKIN: This is a tract in which
our clients do not own it. So we do not appear.

THE HEARI NG EXAM NER:  Okay.

MS. BENNETT: M. Examner, | think I
can provide sone clarity on this. So case nunber
24450 involves the sane acreage as 24454, 56, which
are 44 and 45 on the docket. And we had filed a
consol i dated pre-hearing statenent for these cases

bef ore XTO Energy entered an appearance and objected
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to 24454 and 56 going by affidavit. So there is
currently no objection to case nunber 24450 proceeding
by affidavit. And we would ask that that case be set
for an affidavit hearing later after the status

conf erences.

THE HEARI NG EXAM NER: Perfect. Then
that's what we'll do. We'Ill get this --

M5. BENNETT: Thank you.

THE HEARI NG EXAM NER:  You're wel cone.
So there's no other party on this case?

MS. BENNETT: No other parties.

THE HEARI NG EXAM NER:  All right. So
we'll hear this first then as a hearing by affidavit.

Now | "' m going to call 24454 and 56.
Entries of appearance, please?

MS. BENNETT: Thank you, M. Exani ner.
Deana Bennett on behalf of Franklin Muntain Energy.

THE HEARI NG EXAM NER: Thank you.

MR. RANKIN: M. Exam ner, Adam Rankin
with Holland and Hart Santa Fe office appearing on
behal f of XTO Energy in both these cases.

THE HEARI NG EXAM NER: Did you say XTO
Ener gy?

MR. RANKIN:  XTO Energy.

THE HEARI NG EXAM NER: It's alittle
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hard to hear you, but thank you. On both cases;
right?

MR. RANKIN: Correct.

THE HEARI NG EXAM NER: And you filed an
obj ecti on?

MR. RANKIN. We did, M. Exam ner.

THE HEARI NG EXAM NER:  Woul d you | et us
know why?

MR. RANKIN: M. Exam ner, the parties
are currently in comercial discussions. XTO s been
di scussing with Franklin Muntain for sonme time prior
to today's hearing. |In advance of the deadline to
file a continuance, XTO, directly and then through
counsel, requested a continuance to allow the parties
to continue to try to reach commercial resol ution.
And so because that request was denied, we filed an
obj ection to the cases proceeding by affidavit.

THE HEARI NG EXAM NER: Ckay. And what
does it nean by commercial discussions?

MR. RANKI N: | n ot her words,

M. Examner, XTO is seeking to reach an agreenent
with Franklin Mountain over their interests in these
spacing units either by trade or sone sort of
commercial resolution or potentially through

participating in the unit.
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So to date, they've been discussing
comrerci al resolutions outside of a JOA. But now,
recently, Franklin Mountain did provide themwth a
proposed JOA. And so they're looking at all options
to try to nmake sure everything's on the table so they
can evaluate a potential agreenent before having to go
to forced pooling.

THE HEARI NG EXAM NER: | see. And JOA
stands for joint operating agreenment?

MR. RANKIN: Joint operating agreenent.

THE HEARI NG EXAM NER: Just wanted to
make sure | understand what you're saying.

Ms. Bennett?

M5. BENNETT: Thank you. XTO and
Franklin Mountain Energy have been in discussions, but
t hose di scussions are not proceeding at a pace. And
so for that reason, Franklin Mountain Energy would
li ke to set these cases for a contested hearing.

This is not a situation where the
parties haven't been engaged in discussions and are
only now engaged in the discussions. Although those
di scussions are norphing. But Franklin Mountain
Energy would like to set these cases for a contested
heari ng.

THE HEARI NG EXAM NER: And when were
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t hese cases filed?

MS. BENNETT: These cases were only
recently filed. This is the first time, | believe,
that they were on the docket.

THE HEARI NG EXAM NER: Ckay. So |I'm
assum ng, Ms. Bennett, that you want nme to set a
contested hearing so that it gives sone inpetus to the
parties to resolve the issues?

MS. BENNETT: That's right.

THE HEARI NG EXAM NER: M . Rankin?

MR. RANKIN. M. Exam ner, | certainly
understand that position, and can't dispute their
i nterest in proceeding. Nevertheless, Franklin
Mountain did file continuances for other rel ated cases
back to the July docket. So, you know, we would |ike
alittle extra tine. You know, our intention is not
necessarily to go to a contested heari ng.

W would like to try to reach
resolution, and so just a little extra time would
allow the parties to do that. So if it is Franklin
Mountain's desire to set a contested hearing, we would
ask that it be set in the July date nei ghborhood as
simlar to their other cases they continued.

THE HEARI NG EXAM NER: As | have

previously nentioned, | amgoing to give preference to
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the applicant's wishes, if at all possible.

What makes nme pause, Ms. Bennett, is
that this is the first status conference that we're
in. Now you're saying to ne that the parties have
been negotiating for some tinme, and it doesn't | ook
| i ke the negotiations are going.

So if |I set this for a contested
hearing in August, which is when | would be [ ooking to
set it, I think we should have another status
conference between now and August to see what's
happeni ng. But | am open to August dates. Do you
have August dates al ready?

MS. BENNETT: | don't have August
dates. | would appreciate the hearing exam ner's
stepwi se approach to this. And so it sounds |ike
perhaps a July 11lth status conference, which | woul d
reserve the right to nodify to an affidavit hearing if
the parties are able to reach an agreenent by then,
and with the understanding that between now and July
11th, M. Rankin and I will work together to propose
sonme August hearing dates.

THE HEARI NG EXAM NER: Perfect.

M. Rankin?

MR. RANKIN: | agree.

THE HEARI NG EXAM NER: COkay. So
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Ms. Bennett, please continue these cases to the July
11 status conference. | will set an August hearing at
that time if the parties haven't resolved their
| ssues, or you can go to a hearing by affidavit, as
you said, on July 11.

MS. BENNETT: Thank you.

THE HEARI NG EXAM NER:  Anyt hi ng

further?

MS. BENNETT: Nothing fromne. Thank
you.

THE HEARI NG EXAM NER: Okay. Do we
have any nore -- yes, we do. 24467. Looks like it's

consolidated with 68, 69, and 70. Entries of
appear ance, pl ease?
MS. BENNETT: Good norning,
M. Exam ner. Deana Bennett on behalf of Franklin
Mount ai n Ener gy.
THE HEARI NG EXAM NER:  Good nor ni ng.
MR. RANKIN. M. Exam ner, good
norni ng. Adam Rankin with the Santa Fe office of
Hol | and and Hart appearing on behalf of XTO Energy in
each of the cases. And in case 24468 on behal f of
Apache Cor porati on.
THE HEARI NG EXAM NER:  Thank you, sir.

Ms. Bennett?
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M5. BENNETT: This is the sane
situation as we just discussed. The parties are in
negotiations. And | did want to just make a
correction. | said that the negotiations weren't
goi ng fast enough. But not that they're not likely to
be resol ved, just that they're not noving as quickly
as Franklin Mountain Energy would |ike themto nove.

So | woul d suggest the sane process
that we just identified for the Norte State cases.

That for these cases that the division just called, we
set themfor a status conference on July 11th with the
option to change that to an affidavit hearing, and in
the interim M. Rankin and | will agree upon August
hearing dates to the extent necessary.

THE HEARI NG EXAM NER:  Okay.

M . Rankin?

MR. RANKIN: A hundred percent agree,
M. Examner. | appreciate the tinmefrane.

THE HEARI NG EXAM NER: Take that and
run. All right. So we're off the record in 24467
t hrough 70. And Ms. Bennett will continue these cases
to the July 11 docket for a status conference.

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

THE HEARI NG EXAM NER:  Now | said | was

going to call your other case, Ms. Bennett, as the
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first affidavit hearing, and | believe we're at that
point. But | also said that we were going to discuss
your notion regarding your June 6 cases. So |'m going
to call those cases first, then we'll deal wth your
hearing by affidavit.

We have 24320 and 24321. Entries of
appear ance, please?

M5. HARDY: Dana Hardy on behal f of COG

Oper ati ng.
THE HEARI NG EXAM NER: Thank you.
MS. BENNETT: And good norni ng,
M. Exam ner. Deana Bennett on behal f of Ci marex
Ener gy Co.

THE HEARI NG EXAM NER:  All right. Now
|"ve read this expedited request for a status

conference. Now Ms. Hardy has not had an opportunity

to respond to it yet. It is objected to, Ms. Bennett.
That is here in the notion. |'ve |ooked at your
affidavits. |1've | ooked at everything you' ve sent ne.

Ms. Hardy, your response?

MS. HARDY: M. Examner, | don't
object to having a status conference today. But | do
object to the request that the hearing be continued.
We had a status conference on April 4th and agreed to

set this for a contested hearing on June 6th. COGis
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ready to proceed to hearing on that date, which is
three nonths after the applications were fil ed.

Cimarex's notion argues that COG fail ed
to tinely respond to their trade proposal. But it
does not nention the fact that COG accepted Ci marex's
trade proposal on May 2nd. And now Ci nmarex wants to
revise its proposal.

So Cimarex can raise its concerns
regarding the JOA and any negotiations in its hearing
testinmony. But at this point, we would like for this
case to proceed to hearing on June 6th. W don't
think there's a basis for a continuance.

THE HEARI NG EXAM NER: Bef ore you
respond, Ms. Bennett, I'mgoing to direct Ms. Hardy to
a few paragraphs in the notion. And you don't need to
have it. If you don't, I'Il just tell you what it
says.

Paragraph 13, "It was only after the
status conference"” -- and we're tal king about the
status conference -- because, Ms. Bennett, you were
referring to two different groups of cases in here.

So | had to try to figure out which cases you were
referring to. But we are tal king about the April 4
status conference for the Macho Nacho wells in

par agraph 13.
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MS. BENNETT: M. Exam ner, we're
tal ki ng about the May 2nd status conference that was
held on the Eata Fajita wells that | discussed in
paragraph 9. And | apol ogi ze that that wasn't clear
I n my notion.

THE HEARI NG EXAM NER: | understand
that. It wasn't, but, again, | understand. But those
cases are not going to hearing. So it was a little
bit -- | understand how they're related, but they're
not going to hearing on June 6th. |If |I'mnot
m st aken, those cases were the subject of the
potential notion hearing on June 2nd, which has al
been called off now for the reasons you state here.

Anyway. Okay. So "It was only after
the status conference on May 2nd that COG responded
substantively to the Cimarex initial trade concept.™
But now of course we hear sonething a little different
from M. Hardy.

MS. BENNETT: No. | think that ny
statenment in the notion is correct. COG responded
after the status conference on May 2nd, substantively,
to the offer. That's what | was trying to get at
here. | nmean, it may not have been as artful as |
could' ve been in the tinmeframe that | had.

And | would -- let ne take a | ook at
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what the affidavit states about that. But that's what
| was trying to get to, is that the first tinme COG
substantively responded to the trade offer was after
the status conference. | wasn't trying to be --

THE HEARI NG EXAM NER: No, |
understand. And |I'm not accusing you of being --

MS. BENNETT: \hatever it is. Yeah.

THE HEARI NG EXAM NER: Not accusing you
of that at all. I'mjust trying to understand what
your notion is saying. So Ms. Hardy is saying here
that COG responded and accepted the initial trade
concept, but the terns have been revised.

I's that what you're saying, M. Hardy?

M5. HARDY: That is what |'m saying,
M . Exam ner.

THE HEARI NG EXAM NER: That is what
you' re sayi ng?

MS. HARDY: Yes.

THE HEARI NG EXAM NER:  So let ne
continue. And you'll have a chance to respond to it.
Number 14, "G ven the passage of tinme since the

original proposal, Cmrex informed COG that Ci marex

needed to review the January trade proposal." Oh, so
that's what you -- now | understand this as you had
been maki ng -- okay.
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And that's what Ms. Hardy's referring

to as well. An extra sentence in there would've been
hel pful, Ms. Bennett. "Cimarex is preparing a revised
trade proposal." Okay. So the parties are

negoti ating, basically, and because the parties are
negoti ating, you want to delay the contested hearing.

The contested hearing is for June the
6th. Today is May 16. That gives the parties still
sonme tine to either accept or reject this revised
trade proposal. And then your |ast sentence that [|'ve
outlined is that "Negotiations between the parties are
successful, a contested hearing would not be
necessary." OCkay. Understood.

Ms. Bennett?

MS. BENNETT: Thank you, M. Exam ner.
So yes, Cimarex is prepared to, and is intending to,
send a revised trade proposal today or tonorrow. |'ve
spoken with Cimarex. |It's drafted. They're just
finalizing the details. The trade proposal does cover
the acreage that's at issue in both the Macho Nacho
and the Eata Fajita cases. And so if acceptable to
COG, or if the negotiations are fruitful, would
elimnate two full sets of contested hearings, not
j ust one.

And could even elimnate the need for
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pool i ng cases altogether. Because as |'ve stated
previously, Cimarex owns or controls 960 acres that
COGis attenpting to pool. This is a substanti al
interest. And if the negotiations are fruitful and
Cimarex is allowed to proceed, it doesn't even need to
pool anyone.

In terms of your point that the June
6th hearing would still allowtinme for the parties to
negoti ate, theoretically, that's accurate. But
exhi bits woul d be due, | think, on May 30th. And if
t he negotiations are not successful, there are
deficiencies within the Macho Nacho applications that
warrant the division's review before going to a
heari ng.

The Macho Nacho applications, which are
the subject of the notion that | filed, seek to pool
acreage and pool Section 6 and 7. And Section 6 is
100 percent controlled by CGmrex. And so | would
be -- if the negotiations are not fruitful, | would be
filing a notion to dism ss the applications on the
basis that the application is invalid.

| understand Ms. Hardy's point that the
division has allowed in the past parties to, what |'I]
call, pool over JOA acreage. And so that is a |egal

I ssue that the division would need to deci de. And so
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| would be filing a nmotion to dismss. | don't
necessarily want to engage in unnecessary notion
practi ce.

And | don't want to have to take the
division's time deciding unnecessary notions. So
that's why |'m suggesting this stepw se approach that
actually protects -- it's designed to protect
Cimarex's real interest here in 960 acres that
Ms. Hardy has not identified anything that would
suggest a need to go to hearing much sooner on these
cases in this expedited fashion.

| also wanted to point out one other
thing, which is that technically -- and | did raise
this at the April 4th status conference. The Macho
Nacho applications were prematurely filed. The Macho
Nacho applications that we're tal ki ng about today were
actually not ripe for filing, and should not have been
filed and heard until the May 2nd docket.

So, you know, kind of projecting back
to the April 4th docket is not appropriate, because
the division's orders -- and Ms. Bradfute tal ked about
this. Ohers have tal ked about it before with the
division. The division's orders require 30 days
between the tinme of a proposal and the time of filing

an application. That did not occur here. COG
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prematurely filed these applications.

Had they not prematurely filed these
applications, we would've had a first status
conference on May 2nd. And we woul d be | ooki ng
further down the road to allow the parties tine to
negoti at e.

THE HEARI NG EXAM NER:  Okay.

Ms. Hardy?

M5. HARDY: M. Examner, with respect
to the 30-day principle, that's not a hard and fast
rule. There can be exceptions to that for good cause.
And in any event, that's a npbot point because at this
point it's been several nonths since the applications
were filed. So | believe they may have been filed 28
days after the proposals were sent.

We're not tal king about a situation
where they were filed a week after or a couple days
after proposals were sent. So the point of that
principle is to allow the parties to negotiate. And
t hat has happened here. So | think that's not an
I ssue at this point that should be consi dered.

THE HEARI NG EXAM NER: Hol d on one
second. | want to try to understand. These cases,
24320 and 24321 involve the Macho Nacho wel | s?

MS. HARDY: Correct.
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THE HEARI NG EXAM NER: Very good. Now
t here was anot her set of cases, 24372 and 24373, that
deal with different wells. |Is that correct?

M5. HARDY: Correct. The Eata Fajita
wel | s.

THE HEARI NG EXAM NER: Right. Were
those the cases in which you withdrew your
applications?

MS. HARDY: |In those cases, we have not

wi t hdrawn our pooling applications. W w thdrew our

applications for permts to drill the APDs. Because
you do not need an APD to pool. | nean, nobst of these
cases, | think, that the division considers, APDs have
not yet been issued. It's very conmon.

So we agreed to wi thdraw those APDs
because COG did not have an interest in every tract,
which is the requirement. So we w thdrew t hose.
That's not the case with these Macho Nacho APDs or
appl i cati ons.

THE HEARI NG EXAM NER: And you wi t hdrew
your APDs because of the argunent Ms. Bennett nade My
2nd?

MS. HARDY: Correct.

THE HEARI NG EXAM NER:  |If |'m correct
about May 2nd.
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MS. HARDY: Correct.

THE HEARI NG EXAM NER:  Ckay. Al
right. So that clears ny mnd of that issue there.
Now we' re tal king about the 30-day issue that
Ms. Bennett brought up. So let's talk about that a
little bit nore. And you have sone actual dates for
me. When were the proposals sent out? Wen were the
cases fil ed?

MS5. HARDY: The cases were filed on
Mar ch 6t h.

THE HEARI NG EXAM NER: These two cases
that we're tal king about?

M5. HARDY: These two cases. Yes. The
proposal s were sent --

MS. BENNETT: M. Hearing Exam ner, |
have the dates if that's hel pful.

THE HEARI NG EXAM NER: Ms. Hardy, does
it help you?

MS. HARDY: February 8th.

THE HEARI NG EXAM NER: Ch, February
8t h?

MS. HARDY: Yes.

THE HEARI NG EXAM NER: Ms. Bennett, do
you agree with those dates?

MS. BENNETT: No.
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THE HEARI NG EXAM NER

Ah, go ahead.

MS. BENNETT: An original proposal was

sent on February 8th, but to the wong address for

Ci nar ex. So that address was corrected and sent on

February 12th. And then the March 5th deadli ne was

the deadline to get on the April 4th docket. And I

believe these were filed -- | don't have the date they

were filed, so | have to defer to Ms.

THE HEARI NG EXAM NER

Hardy on that.
Ckay. So we

have your client received these proposals on the 12th.

And | ess than 30 days later, on March 6th, they were

filed. Okay. All right. And where is it in the

rule -- | understand that it's a policy, but where is

it in the rule that it says that it shall be? O do

you have a citation for that?

MS. BENNETT: M. Hearing Exam ner,

it's in a division order, not the rules.

THE HEARI NG EXAM NER
MS. BENNETT: Yes. It

Order?

I's a requirenent

that has been laid out in division orders, not in the

rul es.
THE HEARI NG EXAM NER
i ke, a notice?
MS. BENNETT: No.
THE HEARI NG EXAM NER

Do you nean,

An order?
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MS. BENNETT: An order. Yeah. So
there were two orders back in the day where the
division laid out what's required for good faith
negoti ations. And those are the orders that parties
rely on to understand what constitutes good faith
negoti ati ons.

THE HEARI NG EXAM NER: | under st and.
Okay.

M5. BENNETT: And | do have a cite for
t hat .

THE HEARI NG EXAM NER: | don't need it.
| take you at your word.

MS. BENNETT: Okay. And if | could
just clarify, though. M. Hardy did say that those
orders say that there is a requirenment that the
proposal letter be sent out 30 days advance before
filing an application unless there's exigent
circunstances such as | ease expiration. And here,
there's no exigent circunstances. |It's just another
exanpl e of COG junpi ng the gun.

THE HEARI NG EXAM NER: My question or
my issue here is with that order that you're talking
about. And | haven't read it. Does it prescribe a
remedy?

MS. BENNETT: Let nme | ook.
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THE HEARI NG EXAM NER: Ckay.

M5. HARDY: | can answer that if you
would like. The renmedy is a continuance, which is
what's al ready happened here. Because in those cases,
| believe, a party noved to dismss, and the dism ssal
was denied. So the renedy has already occurred here.

THE HEARING EXAM NER:  1'I1l wait to
hear from Ms. Bennet to back you up on that. Now it
says here in Ms. Bennett's notion, it says that "In
January of 2024, Cimarex initiated trade discussions
with COG by emailing an initial trade concept." And
then there's a January 26th exhibit.

So Ms. Bennett, it sounds like the
parties have been negotiating since January. No?
What did you nean by this then?

MS. BENNETT: So Cimarex enmailed a
trade proposal to COG in January. Silence ensued.

THE HEARI NG EXAM NER: Ch, | see.

MS. BENNETT: And then only after the
May 2nd status conference where | indicated that | was
going to file a notion to rescind the APDs for Eata
Fajita did COG accept the offer. And | say accept
because the offer was contingent -- Cinmarex's offer
was, as it's called, a trade concept.

And it was conti ngent upon nmanagenent
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approval. Well, three nonths had gone by w thout any
word from COG on whether it was going to engage in any
di scussions. And so Cinmarex had noved on. But
Cimarex is interested in negotiations with COG and
wants the ability to have that without it being under
t he gun.

THE HEARI NG EXAM NER: | under st and.

MS. HARDY: M. Exam ner, may | make
one statenent?

THE HEARI NG EXAM NER:  Yes. Sure.

MS. HARDY: | don't think there was
silence from COG.  They proposed their wells, right,
so.

MS. BENNETT: Exactly, M. Exam ner.

If I may respond to that?

THE HEARI NG EXAM NER:  Yeabh.

M5. BENNETT: That is not a good faith
response to an offer, to submt proposals and then
prematurely file applications.

THE HEARI NG EXAM NER:  Right. Here's
the problem|'m having, is that | have no control over
the parties' negotiations or the way they negoti at e.
| understand that there's a 30-day rule or order that,
unl ess you tell me differently, prescribes the

conti nuance of the case that is prematurely filed. So
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it was prematurely filed March 6th. It ended up on
the April 4 docket. |Is that right?

We set this hearing for June 6th to
give the parties 60 days to either finish the
negotiations or to cone to a hearing where we w |
hel p the parties resolve the issues by taking evidence
and letting the division decide what to do. Here we
are now in the mddle of May, and, Ms. Bennett, your
client wants to delay the hearing. | don't want to
del ay the hearing.

MS. BENNETT: M. Exam ner, there have
not been actual negotiations for that whole tine. COG
was sil ent.

THE HEARI NG EXAM NER: | under st and.

M5. BENNETT: This is only -- excuse

THE HEARI NG EXAM NER: And | get vyour
point. You feel that there has not been good faith
negoti ations. You ve nade that clear to me. | have
no control over that.

M5. BENNETT: M. Exam ner, you do have
control over that, though. | think that is within
your discretion to control your docket to allow the
parties additional time to negotiate. Earlier today,

you nentioned that you're going to view these through
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the lens of the applicant and give preference to the
appl i cant.

That is a -- | understand your
preference there. Here, that's not exactly the right
|l ens to review these cases through, because Ci marex
wi Il never be an applicant. Ci marex does not need to
cone before the division to pool these wells. They
have their designated operator. So they have just as
much at stake here, if not nore, than COG

So if you're viewing this as the |ens
of the applicant, Ci marex should be on that sane
standi ng, on the sanme |level. The only reason Ci marex
I's even here today is because COGis attenpting to
pool over interests that COGis actually commtted to.
So this is not an applicant versus non-applicant.
This is two parties that have simlar weight. And
Cimarex's interests should be protected.

THE HEARI NG EXAM NER: And you're
telling me that that interest can't be protected at
t he hearing?

MS. BENNETT: No.

THE HEARI NG EXAM NER: No, what ?

M5. BENNETT: No, it cannot be
protected at the hearing, because -- it can be

protected at the hearing. Let ne take that back. The
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heari ng, though, is premature. Earlier today, counsel
for COG in another case said COG wants additional time
to negotiate, and the cases were pushed out two
months. We've heard that all along today. Parties
ask for additional tinme to negotiate, and the cases
get pushed out.

This is exactly the sane thing.
Cimarex i1s asking for additional tinme from May 2nd.
That's the first time COG responded substantively to
Cimarex's offer. Cimarex has within two weeks
prepared a counter-offer. This is not on a slow track
for proposals for offers and trade discussions at this
point. So I would just ask that the division consider
whet her it's premature to go to hearing on June 7th.

| know you cannot control our
negotiations. But |I'mrepresenting to you that the
negoti ations are about -- they're noving, finally.
And it's premature to stifle those by setting a
hearing that we would have to expend our tine
preparing for, instead of having the parties actually
wor k through a voluntary agreenent, which is what the
di vi sion prefers.

THE HEARI NG EXAM NER:  Ckay.
Ms. Hardy? So the allegation is that there has not

been good faith negotiation, and that | shouldn't
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reward COG for dragging its feet and not negotiating
by rushing us into a hearing. Your response?

MS5. HARDY: M. Examiner, | think there
have been good faith negotiations. | think the
parties have been in discussions of and on since
January. | think that qualifies as good faith
negoti ations. But regardless, that is an issue that
can be raised at the hearing, because good faith
negotiation is an elenent that the division considers
in pooling. So I think Cimarex is free to raise those
| ssues at the contested hearing.

THE HEARI NG EXAM NER: Ms. Bennett, is
that an issue to be raised at hearing?

M5. BENNETT: That is one of the
factors the division considers in conpeting
application cases. This is not a conpeting
application case. But viewng it as a good faith
negoti ation issue sort of doesn't give justice to what
l"mtrying to say. And it's perhaps that |I'm not
being as articulate as | can be.

My point is not that we should penalize
COG for not having good faith negotiations to date.

My point is that negotiations are happening in earnest
since May 2nd. That's only two weeks. It's premature

to set a June 6th hearing date when negotiati ons have
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only begun in earnest as of May 2nd. So that's really
my point. It's not to penalize COG

It's rather to exercise the division's
di scretion to allow the parties additional tine to
negotiate. One other quick note on an anal ogy t hat
may be hel pful, is the division heard today in
multiple cases and in the past that, when an operator
wants to submt conpeting applications, that can take
up to two nonths. Here, as | nentioned, Ci marex does
not need to submt conpeting applications.

But Cimarex is preparing proposals
under the joint operating agreenent for Section 6.
And t hose proposals should be going out, | would hope,
in the near future. Well, if you analogize that to
proposal s that would then pronpt a conpeting
application, the division has been granting up to 60
days to allow that to happen.

Cimarex isn't asking for anything out
of the ordinary here. This is consistent with
di vision practice with what we've heard today. And so
once Ci marex sends out those proposals under the JOA,
t hen COG woul d need to eval uate those proposals. You
know, this is a very stepwi se process that |I'mlaying
out or requesting.

THE HEARI NG EXAM NER:  |'m going to go
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back to the verbatimtranscript fromApril 4, which is
when | set this contested hearing for two nonths
|later. So that in conformty with nmy practice on
April 4, | heard these cases at a status conference.

| called them Let's see what the parties had to say
two nont hs ago.

Okay. This is page 52 of the verbatim
transcript fromApril 4. | asked Ms. Hardy how does
she want to proceed. M. Hardy: "M. Exam ner, |
think that Cmarex is planning to propose a counter-
devel opnent plan. Although, they wouldn't need to
pool it because they are proposing to devel op under a
JOA. So | think we need a contested hearing date, and
| would ask for one in June if possible.”

Ms. Hardy then goes on, "I don't
believe Cimarex is planning on filing a conpeting
application, but perhaps Ms. Bennett can provide a
little nore information.” Ms. Bennet: "Thank you,

M. Examner. Yes. In these cases, COG is seeking to
pool interest in two Sections, 6 and 7. And Ci marex
I's the designated operator under a JOA of Section 6,
and has a right to drill wells in Section 6 w thout
going to pooling, because it is the designated
operator under the JOA

"So what that neans is that -- and |
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woul d al so note that COGis a party to the JOA. So
COG sent out proposals on, | believe it was February
8th or 12th for these wells and filed its application
on March 4. So they did not wait the full 30 days to
file its applications before doing so.

"And Ci marex responded when it received
or shortly thereafter receiving COG s proposals,
rem nding COG gently that C marex has a JOA over
Section 6, and that it intends to develop its acreage
in Section 6 for which it is the designated operator.
So at this point, | do agree with Ms. Hardy, that
absent COG dism ssing its applications, we wll need
to go to a contested hearing, and we would |ike a
contested hearing in June."

MS. BENNETT: Thank you, M. Exam ner.
That is what | said at the April 4th status
conference. At the May 2nd status conference, we
tal ked about these Macho Nacho cases again. And at
that hearing, the division or yourself instructed
nyself and Ms. Hardy to revert back to you by today
cl ose of business about whether a June 6th hearing was
war r ant ed.

And the reason for that was because |
i ndi cated at the May 2nd status conference that there

are deficiencies in the Macho Nacho applications,
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which we're tal king about today, that would render the
June 6th hearing premature. And | also noted that, as
of the April 4th status conference, | wasn't aware of
all of the details surrounding Eata Fajita, the trade
di scussions. At that tinme, it was relatively newto
me.

And | nentioned that at the May 2nd
status conference, that there were deficiencies that |
would like to file a nmotion for if the trade
di scussions -- you know, based on the applications.
Excuse ne. So the division did order the parties
t hrough today to confer on the June 6th hearing date.
We are at | oggerheads on that. And so | filed the
expedited request to discuss that today and the notion
to vacate the June 6th hearing pursuant to that
direction fromthe exam ner.

THE HEARI NG EXAM NER: So then | spoke
to the parties. You further clarified, just for the
record, Ms. Bennett. You said, "To answer the
division's questions nore specifically, though C marex
w Il be proposing wells under the JOA." | don't know
If that's exactly what you said, but that's what it
says here.

"But that is not sonething that wl

trigger a conpul sory pooling case, because they don't
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need to pool anyone. But they still have to propose
under the JOA, and they're doing that in the near
term"” And that was on April 4.

So | then asked the parties to confer
on dates. And | asked, "How |l ong would you need to
sel ect one with Ms. Hardy?" And then you said,

Ms. Bennett, "I previously conferred with Ci marex
about potential dates, and Cimarex is avail able June 6
or June 20."

And then |I spoke with the |aw clerk,
and we decided on June 6th. And Ms. Hardy says June
6th actually works for COG And then | said we'l
| ssue a pre-hearing order, and that the w tnesses can
appear virtually.

MS. BENNETT: M. Hearing Examner, if
| could offer one point of clarification?

THE HEARI NG EXAM NER:  Sure.

MS. BENNETT: At the April 4th status
conference, COG had not yet substantively responded to
Cimarex's offer. So at that tine, that was the rubric
| was working under. No response from COG O as
Ms. Hardy has pointed out, the only response is filing
conpeting applications prematurely.

THE HEARI NG EXAM NER:  And you

represented today that your client has sent out or is
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I mm nently sending out a new proposal to COG?
MS. BENNETT: A trade proposal.
THE HEARI NG EXAM NER: A trade

proposal ?

MS. BENNETT: Yes.

THE HEARI NG EXAM NER: Okay. Now if

COG accepts that trade proposal, then there's no need

for a hearing. |s that right?
MS. BENNETT: That's right.
THE HEARI NG EXAM NER:  And
with that, right, M. Hardy?

M5. HARDY: Yes. That's correct.

THE HEARI NG EXAM NER: Ckay. |If COG
rejects that, Ms. Bennett, then what happens?

MS. BENNETT: Then | will file a notion

to dism ss their Macho Nacho applications.
THE HEARI NG EXAM NER:  And

to dism ss would be based on what ?

MS. BENNETT: Based on Cimarex's 100

percent ownership of Section 6. |I'msorry. Not

owner shi p, but because Cimarex is the desi

operator under the JOA. And in the past,

di vision has allowed parties to, like | said, pool

over a JOA, there is commi ssion precedent

both Ms. Hardy and | were involved where the

you agree

your notion

gnat ed
whil e the

in which
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conm ssi on deni ed an application by ny client to pool
over Ms. Hardy's client's JOA acreage. And that woul d
be the foundation for ny notion to disniss.

THE HEARI NG EXAM NER: And you spoke in
May about notions to dismss. |Is it other cases?
Totally separate cases that were then w thdrawn, and
then you didn't have to file a notion?

M5. BENNETT: That was the notion to
rescind the APDs in the Eata Fajita cases that COG
voluntarily -- after hearing that | was going to file
a notion to rescind those, COG voluntarily w thdrew
t hose.

THE HEARI NG EXAM NER: Wt hdrew t he
APDs?

MS. BENNETT: The APDs.

THE HEARI NG EXAM NER:  And are those
APDs part of this June 6 hearing?

MS. BENNETT: They are not.

THE HEARI NG EXAM NER: They're not.
Okay. So this is a separate issue. So you're now
talking for the first time about filing notion to
di sm ss cases that, since April 4, we have been ready
to go to hearing on June 6th. | believe we can hear
that as a prelimnary matter at the hearing.

| believe that you can introduce
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evidence to show that you're correct. | realize it's
not what you want to do. But |I'mnot going to
continue the June 6th hearing. You've made good
argunments for your client. But | believe that this
gives COGtinme to either accept or reject your | atest
trade proposal to them

And | believe that we need to nove
forward on these two cases. And | amtaking
Ms. Hardy's objection into consideration, and that it
I's her application as well. So that issue has been
dealt with now. So thank you for your pleading.

Okay. Now let's go to the first
hearing by affidavit. | prom sed Ms. Bennett that we
woul d hear her case.

MS. BENNETT: M. Exam ner, can we take
a short break before --

THE HEARI NG EXAM NER: By all neans.

M5. BENNETT: Thank you.

MS. HARDY: Thank you.

THE HEARI NG EXAM NER: Let's take a
ten-mnute break. It's 10:50. Let's cone back at
el even o' cl ock.

(OFf the record.)

THE HEARI NG EXAM NER: It is 11 a.m on
May 16. We are back on the record. And we are going
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to hear case 24450, hearing by affidavit. Entries of
appear ance, pl ease?

MS. PENA: Good norning, M. Hearing
Exam ner. Yarithza Pena with Moddrall Sperling on
behal f of Franklin Muntain Energy 3 LLC

THE HEARI NG EXAM NER: Ckay. Pl ease
pr oceed.

MS. PENA: In case 24450, Franklin
seeks an order pooling all uncommtted interest in a
Wbl f canmp standard spacing unit conprise of 320 acres,
nore or less, in the west half west half of Sections
27 and 34, Township 18 South, Range 35 East, in Lea
County. The spacing unit will be dedicated to the
701H well. We tinely filed exhibit packets on Tuesday
for this matter, and they include the standard set of
exhi bits.

Exhi bit A contains the conpul sory
pooling checklist. Exhibits in tab B contain the
affidavit of Don Johnson, the [andman for Franklin who
has previously testified before the division. And his
credential s have been accepted as a matter of record.
Followi ng his affidavit are the standard | and
exhibits, including the C-102 | ease tract map, summary
of interests in each tract, a |list of parties seeking

to pool, the summary of contacts, a well proposa
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letter, and the AFE.

(24450 Exhibit A and Exhibit B were

mar ked 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.
Followi ng his affidavit are the standard geol ogy
exhibits, including a | ocator map, well bore schemati c,
structure map, cross-section reference map,
stratigraphic cross-section, isochore, and a regional
stress orientation overview.

(24450 Exhibit C was marked for

I dentification.)

Exhibits in tab D contain the notice
exhi bits, including the declaration of Ms. Deana
Bennett, including a sanple notice letter, the mailing
list with the certified tracking |ist, and out of
abundance of caution, the affidavit of publication
fromthe Hobbs News-Sun showing that we tinely
publ i shed on April 26, 2024.

(24450 Exhibit D was marked for

I dentification.)

At this point, | would ask that the
exhibits for 24450 be admtted to the record, and that

t he cases be taken under advisenent. |f there are any
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guestions for the division, the |landman and the
geol ogi st are on the WebEx.

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

Are there any objections to these
exhi bits? Not hearing any, they are admtted into
evi dence.

(24450 Exhibit A through Exhibit D were

received into evidence.)

M. Lowe?

MR. LOWE: | have no questions for
ei ther of them

M5. PENA: Okay. Thank you.

THE HEARI NG EXAM NER: Thank you. This
case is taken under advisenent.

MS. PENA: Thank you.

M5. MCLEAN: M. Exam ner?

THE HEARI NG EXAM NER:  Yes?

MS. MCLEAN. Just briefly, we filed a
notion to dismss in a case that's nunber 64 on the
docket today. So |I was just hoping we could dispose
of that.

THE HEARI NG EXAM NER: Let's di spose of
t hat .

M5. MCLEAN:. Thank you.
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Nunber

pl ease?

EG. Resources.

you

di sm ss,
who had entered their appearance, which was Ci marex

and EOG, and | believe Holland and Hart was in there

for

sayi ng?

COG as wel | . But we have decided to dismss this

application.

you sai d application?

record in 24421. Thank you.

Let's go back to 24182. This is a hearing by

affidavit.

M.

Exam ner

64, which is 24421. Entries of appearance,

and it was approved by all the other parties

THE HEARI NG EXAM NER:  We can go there.

M5. MCLEAN:. Jaclyn McLean on behal f of

THE HEARI NG EXAM NER:  And what were

MS. MCLEAN: W filed a notion to

So they no | onger need to be heard.

THE HEARI NG EXAM NER:  Very good. Now

MS. MCLEAN. |'msorry. Application.

THE HEARI NG EXAM NER:  So we're off the

MS. MCLEAN. Thank you.
THE HEARI NG EXAM NER:  All right.

Entries of appearance, please?
MS. BENNETT: Good norning,

and techni cal exam ners. Deana Bennett
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on behalf of Marathon G| Perm an.

THE HEARI NG EXAM NER: Thank you. Are
there any other parties?

MS5. BENNETT: Not that |I'm aware of.

THE HEARI NG EXAM NER: Thank you.

Pl ease proceed.

MS. BENNETT: Thank you. In these
cases, Marathon seeks an order pooling uncommtted
Interests within a standard 960-acre spacing unit
underlying the north half of Section 36, Township 22
Sout h, Range 27 East, Eddy County, New Mexico, and the
north half of Sections 31 and 32.

And |'ve included in the materials our
conpul sory pooling checklist, an affidavit of Sam Cox,
who's previously testified before the division, and
his credentials have been accepted as a matter of
record. And his affidavit includes the usual suite of
exhibits with one additional exhibit, which is the MRC
Perm an support letter. MRC Perm an has indicated in
that letter that it supports Marathon's devel opnent.

(24182 Exhibit A and Exhibit B were

mar ked for identification.)

Tab Cis the affidavit of Matt Baker.
M. Baker has previously testified before the

division, and his credentials have been accepted as a
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matter of record. And his affidavit includes the
usual suite of geol ogy exhibits.

(24182 Exhibit C was marked for

I dentification.)

Tab Dis ny self-affirmed decl aration
that includes the notice information and notice that
the hearing was tinely mailed and tinmely published.
So I would point out that this is a proximty tract
case. So there is a proximty tract well which allows
Mar at hon to create the | arger spacing unit under the
division's proximty tract rule. And with that, I
woul d ask that the exhibits in case nunber 24182 be
admtted into the record.

(24182 Exhibit D was marked for

i dentification.)

THE HEARI NG EXAM NER: Are there any
obj ections. Not hearing any, your exhibits are all
admtted into evidence.

(24182 Exhibit A through Exhibit D were

recei ved into evidence.)

M. Lowe?

MR. LOWE: Yes. Good nor ni ng,

Ms. Bennett.

o

BENNETT: Good nor ni ng.

3

LOWE: | have a quick question for
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clarification.
THE HEARI NG EXAM NER:  Who do you have
t he question for?
MR. LOAE: The landman. So the C-102.
THE HEARI NG EXAM NER: -- | andman?
M5. BENNETT: M. Cox is avail able.

And | see at least for a nonent he appeared. There he

I s.
THE HEARI NG EXAM NER: | see M. Cox.
Thank you.
M. Cox, we're going to swear you in.
MR. COX: All right.
MR. LOWE: Please raise your right
hand.
VWHEREUPOQN,

SAMUEL COX,

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

THE HEARI NG EXAM NER: Pl ease state and
spell your name for the record.

THE W TNESS: Sanuel Cox. S-A-MU-E-L
C O X

THE HEARI NG EXAM NER: M. Lowe?
/1
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EXAM NATI ON
BY MR. LOWE:
Q Good norning, sir.
A Mor ni ng.
Q |'ve got a quick question on what was just

recently stated just now on the proximty tract well.

VWhich well is that going to be in particular? Wat
number well is that?

A | believe the proximty tract there should
be -- | believe that's the 302 and the 501 are both

proximty tract wells there.

Q 302 and 501?

A | believe so. Let ne -- looking at the C
102s, yes.

MS. BENNETT: M. Technical Exam ner, |
have sone clarity on that if that would be hel pful for
you.

THE HEARI NG EXAM NER: Let's wait until
after this witness testifies, and then we'll come to
you, Ms. Bennett.

MS. BENNETT: Perhaps | could ask
M. Cox a redirect question that would hel p hi manswer
the question for M. Lowe?

THE HEARI NG EXAM NER:  Are you fini shed

w th your questions?
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MR. LOWAE: No. No.
THE HEARI NG EXAM NER: Then pl ease ask

all your questions, then we'll |et M. Bennett
redirect.
BY MR. LOVE

Q On the proximty tract well, what is the
di stance the footage is to create that proximty tract
definition for that specific well?

A It appears that we have -- |ooking at the
footages right now |I'mjust |ooking at the C-102.
But | -- | believe the 501 is going to be 571 feet
fromthe -- or that's the surface hole. Excuse ne.
It's going to be -- excuse ne one second.

Let nme make sure |'ve got this right. The
501 is going to be 1,650 feet fromthe north |ine.
And then the 302 is going to be 1,020 feet fromthe

north |ine.

Q And that footages -- | have ny cal cul ator,
but it's not calculating it out. |In reference to
the -- I"massuning you're going to the center spacing

unit is what you're doing to create the proximty
tract; correct?

A That would be the center -- yes, that center
spacing unit. | -- yes.

Q And what's the distance to the center
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spacing unit of the perf zone for that particular zone

to create that proximty --

A "Il have to grab a calculator to do this.
G ve nme one second. So | believe it's from-- it's
going to be -- well, | guess, actually, the 501's

going to be exactly 330. [It's just going to be that
302. My apologies. |It's going to be less than --
It's going to be about 300 feet fromthat center |ine
of that spacing unit.

Q Okay. And this is a Bone Spring pool. |Is
t hat correct?

A That's correct, sir.

Q And that Bone Spring pool requires to be 330
feet standard distance. So therefore, the footages
you stated is conparable to neet that definition of a
defining well, | believe, fromwhat you stated. Ckay.
s that correct, pretty nuch what | stated?

A | believe so. Yes, sir.

Q Okay. Also in reference to -- | think it
was in the application. Nunbered page 7 of the
exhibits. This is a general reference indicating the
ver bi age of the follow ng, "The producing area for the
wells is expected to be orthodox." |In that statenent,
what does that nean? O thodox pertaining to what

subject matter?
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A | believe it's supposed to conmply with the

rules of whether a proximty tract or -- for those
spaci ng areas of 320 -- or, you know, for that 960-
acre unit.

Q So basically, the unorthodox reference is

pertaining to the spacing unit of the horizontal
spacing unit that this is requesting?
A Yes.

MR. LOWE: Okay. OCkay. | just needed
clarification on what that is pertaining to. And |
think that will conclude ny questions. Thank you,
sir.

THE HEARI NG EXAM NER: Ms. Bennett,
redirect?

M5. BENNETT: May | just provide a
citation to the affidavit of M. Cox that will also
all eviate sone of the questions?

THE HEARI NG EXAM NER:  Sure.

MS. BENNETT: Yes. It's page -- well,
actually, if we're | ooking at the conpul sory pooling
checklist, which is page 3 of 70, we identified the
proximty tract well in the conmpul sory pooling
checklist, which is the Red Jaguar Federal Com 302H
well. And turning to M. Cox's affidavit --

THE HEARI NG EXAM NER:  Hol d on, one
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moment .

MS. BENNETT: Yes, sir.

THE HEARI NG EXAM NER:  Just make sure
M. Lowe is with us here.

She's on page 3 of 70. | think that's
what she's tal king about.

MR. LOWE: Yes. Ckay.

THE HEARI NG EXAM NER: Does that hel p?

MR. LOWNE: It does. But | just wanted

to get -- it's said there. And I just want to get the
specific -- because a lot people |I've seen indicate,
"Well, this is a proximty well, and this is creating

a | arger spacing unit," but when it cones down to
actually calculating the distance to be an unorthodox
di stance, it doesn't neet that protocol.

MS. BENNETT: Would you like us to
start including that in our conpul sory pooling
checklists?

MR. LOWNE: It would be great if there
was an attachnment to the C-102 where it indicates
specific take point distances. | nean, that would --
| mean, it's there here in the C-102, but | just got
confused between this one and the other case. And |
wasn't too sure exactly what -- you know, just to

clarify on the record to say, "Yeah, it is proximty
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wel | . "

MS. BENNETT: Thank you.

THE HEARI NG EXAM NER: |s there anot her
page you want to address, too?

MS. BENNETT: Yes. Yes. M. Cox, In
his initial response, said that he thought it was the
302 and the 501H well. And we addressed that in his
decl aration or affidavit.

THE HEARI NG EXAM NER: Page nunber for
us?

MS. BENNETT: |I'mlooking for it right
now. Okay. |It's page 7 of 70, paragraph 12. And we
noted that the application filed in this case
incorrectly identified the 501H well as a proximty
tract well. And so we're clarifying for the record
that, although the application did identify the 501H
as a proximty tract well, in review ng the footages
as we were preparing for hearing, we realized that was
not a proximty tract well.

And so we clarified that in the
affidavit. And then, M. Lowe, you asked a question
about the wells are proposed to be at orthodox
| ocations. And just to clarify on that, what |'m
getting at there in the application and in the

affidavit is that they are at standard | ocations, even

Page 159

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

t hough 302 is closer than 330, to what would nornmally
be the outer boundary of the spacing unit. It is

ort hodox or standard by virtue of the proximty tract
rule. So that's what |'mgetting at there when | say
or t hodox.

MR. LOWNE: So the unorthodox reference
pertains to the spacing unit in a way, reference --
it's not unorthodox --

MS. BENNETT: [It's not unorthodox.

THE HEARI NG EXAM NER: So everything's
good.

M5. BENNETT: Yes. Thank you. Thanks
for that clarifying conversation.

THE HEARI NG EXAM NER: Are there any
ot her questions based on what she said or her w tness?

MR. LOAE: No. That concl udes ny
guesti oni ng.

M5. BENNETT: Thank you.

THE HEARI NG EXAM NER:  Ckay. Thank
you, Ms. Bennett. We'|ll take this case under
advi senment .

MS. BENNETT: Thank you.

THE HEARI NG EXAM NER: Thank you.

|"mcalling 24183. Entries of

appear ance, please?
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MS. BENNETT: Good norning, everyone.
Deana Bennett on behalf of Marathon O Perman in
case 24183.

THE HEARI NG EXAM NER: s this
consolidated with any other case?

M5. BENNETT: No, it is not.

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

MS. BENNETT: Thank you. 1In this case,
Mar at hon seeks an order pooling uncommtted interests
in the south half of Section 36, Township 22 South,
Range 27 East, Eddy County, and the south half of
Sections 31 and 32, Township 22 South, Range 28 East,
Eddy County.

And as with the prior case, |'ve
submtted tinmely-submtted exhibits, including the
conmpul sory pooling checklist, the affidavit of
M. Cox, who's previously testified. And again, we've
i ncluded with his materials the support letter
Mar at hon received from MRC Perni an.

(24183 Exhibit A and Exhibit B were

mar ked for identification.)

Tab Cis the affidavit of Matt Baker,
t he geol ogi st who's previously testified before the

di vi si on. And his materials 1 nclude the standard
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suite of geology exhibits. And then tab Dis ny

decl aration, including the notice information that
denonstrates that notice was tinely nmailed and tinely
publ i shed.

(24183 Exhibit C and Exhibit D were

mar ked for identification.)

And as with the Red Jaguar cases we
just heard, these are the Blue Barracuda wells, and
their Bone Spring wells oil pool 40-acre building
bl ocks. But again, here there's a proximty tract
well. In this case, there's actually two proximty
tract wells that allows marathon to create the | arger
spacing unit. And that's identified in our conpul sory
pool i ng checklist on page 3 of 69. Wth that, | would
ask that the exhibits in case nunber 24183 be adm tted
into the record.

THE HEARI NG EXAM NER: Are there any
obj ections? Your exhibits are admtted into evidence.
And M. Lowe has indicated he has no questions for
this case or your witnesses. So this wll be taken
under advi senent.

(24183 Exhibit A through Exhibit D were

received into evidence.)

MS. BENNETT: Thank you very nuch.

THE HEARI NG EXAM NER: Thank you very
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much.

24336. Entries of appearance, please?

MS. BENNETT: Good norning, everyone.
Deana Bennett on behalf of Marathon G| Perm an, LLC

THE HEARI NG EXAM NER: Are there any
other parties in this case?

MS. BENNETT: Yes, there are.

MR. RANKI N: Good nor ni ng,
M. Exam ner. Adam Rankin with the Santa Fe office of
Hol | and and Hart appearing in this case on behal f of
Mat ador Producti on Conpany.

THE HEARI NG EXAM NER:  Thank you.
M . Rankin, have you had a chance to reviewthe
exhi bits?

MR. RANKIN:. Not really, but no
obj ection to the exhibits being entered or filed. And
we did initially have an objection to this case
proceedi ng, but we have wi thdrawn that objection. W
are now just observing this case and preserving
rights.

THE HEARI NG EXAM NER:  Thank you.

Ms. Bennett?

MS. BENNETT: M. Exam ner, there was
one other party that entered an appearance in this

case, Northern O and Gas, represented by Johnson and
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Steptoe, | believe.

THE HEARI NG EXAM NER:  Ckay. And who
did you say was representing Northern?

MS. BENNETT: Johnson and Stept oe.

THE HEARI NG EXAM NER: | don't see them
here. And they haven't nmade thensel ves aware. D d
t hey object to anything?

MS. BENNETT: No, they did not.

THE HEARI NG EXAM NER: Why don't you
proceed.

MS. BENNETT: Thank you. 1In this case,
Mar at hon seeks an order pooling uncommtted interests
in a standard 1, 280-acre horizontal spacing unit
underlying all of Section 36, Township 22 South, Range
27 East, and all of Section 31, Township 22 Sout h,
Range 28 East. And this is a Purple Sage Wl fcanp
pool, which has special pool rules. And so the
bui | di ng bl ocks here are 320 acres.

|"ve included in the materials, as
Exhi bit A, the conpul sory pooling checklist. The next
exhibit is the affidavit of Sam Cox, who's previously
testified before the divisions, and his credentials
have been accepted as a matter of record. And again,
he includes with his exhibits a letter of support from

MRC Per m an.
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(24336 Exhibit A and Exhibit B were

mar ked for identification.)

And the next set of exhibits is the
geol ogy exhibits submtted by Matt Baker, who's
previously testified before the division, and his
credentials have been accepted as a matter of record.
And he includes the usual suite of exhibits. And the
final set of materials are ny notice affidavit and
proof that notice was tinmely mailed and that
publication was tinely.

(24336 Exhibit C and Exhibit D were

mar ked for identification.)

And with that, | would ask that the
exhibits in case nunber 24336 be admitted into the
record.

THE HEARI NG EXAM NER: Any obj ections?
The exhibits are so admtted. M. Lowe does have
guesti ons.

(24336 Exhibit A through Exhibit D were

recei ved into evidence.)

MS. BENNETT: Thank you.

THE HEARI NG EXAM NER:  Which w t ness

woul d you |ike to question?

MR. LOWNE: | think my question would be
pertaining to -- | don't know. Wuld it be the
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attorney? It's just a clarification question.

| just want to reconfirm \What case
number we're dealing with here?

MS. BENNETT: 24336.

MR. LOWE: 24336. The conpul sory
pooling checklist for this case nunber. |t indicates
24183.

M5. BENNETT: Yes. That's a relic from
me cutting a pasting and using the tenplate. | can
update that to revise it to case nunber 24336.

MR. LOWE: Ckay.

THE HEARI NG EXAM NER: Ms. Bennett, |'m
not sure you need to correct the checklist, since
you' ve corrected it on the record. But from your
under st andi ng of past practices, what have we done?

MS. BENNETT: M. Examner, | don't
know that | have an exanple from past practice. But
what | would say is that Exhibit A beconmes part of the
division's order. And so | would prefer to submt an
anmended packet to avoid any confusion if sonmeone's
| ooki ng at the order.

THE HEARI NG EXAM NER: Sounds good.
When can you do that by?

MS. BENNETT: | can do that by cl ose of

busi ness tonorrow.
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THE HEARI NG EXAM NER: Perfect. So we
will |eave the evidentiary record open to correct the
conpul sory pooling checklist for the single correction
of the case nunber.

MS. BENNETT: Thank you very nuch.

THE HEARI NG EXAM NER: Thank you very
much. So this case will be taken under advisenent?

MR. LOWNE: | believe so. Yes.

THE HEARI NG EXAM NER: Thank you.

Okay. Let's nove on. 24376. Entries
of appearance, please?

MR. SUAZO Good norning, M. Exam ner.
M guel Suazo with the Santa Fe office of Beatty and
Wbzni ak on behal f of Avant Operating, LLC, case nunber
24376.

THE HEARI NG EXAM NER: Thank you, sir.
Are there any other parties that entered an
appear ance?

MR. RANKIN. Good nor ni ng,

M. Exam ner. Adam Rankin with Sante Fe office of
Hol I and and Hart appearing on behal f of Perm an
Resources Operating in this case.

THE HEARI NG EXAM NER: M . Rankin, have

you had a chance to review the exhibits?

MR. RANKIN: Just briefly,
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M. Exam ner, but | have no objections to the exhibits
being admtted into the record.

THE HEARI NG EXAM NER:  Thank you.

M. Suazo?

MR. SUAZO. Yes, M. Exam ner. This
case is an application to approve a non-standard
hori zontal spacing unit and to pool all uncommtted
Interests in the Bone Spring formati on underlying a
1, 342-acre non-standard horizontal spacing unit
covering all of Section 31, Township 18 South, Range
33 East, and all of Section 6, Township 19 Sout h,
Range 33 East, in Lee County, New Mexico, covering al
of section -- sorry. Let nme back up there.

The proposed Bone Spring unit will be
commtted to the following wells: the Enerald Fed Com
301H t hrough 306H, the Enerald Com 501H t hr ough 514H,
the Enerald Com 515H, Enerald Com 516H, Enerald Com
601H, Enerald Com 602H, Enerald Fed Com 603H, Enerald
Fed Com 604H, Enerald Fed Com 605H, and Eneral d Fed
Com 606H

The exhi bit packet that was filed on
Tuesday, May 14th, contains the checklist, the
applications, and affidavits. Exhibit Ais the
conpul sory pooling application checklist. Exhibit B

Is the application, which was filed on March 29t h.
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(24376 Exhibit A and Exhibit B were

mar ked for identification.)

Exhibit Cis the affidavit of Avant's
| and wi t ness, Sophia Guerra. Ms. Guerra has not
previously testified before the division, and requests
that the division accept her qualifications as those
of an expert in petroleumland matters. And she notes
that she is famliar with the lands in this matter.

(24376 Exhibit C was marked for

I dentification.)

THE HEARI NG EXAM NER: Ckay. Let's
deal with that now. |Is she with us?

MR. SUAZO. | can't see that far. |
don't see if she's with us or not.

MS. GUERRA: |'m here. |'monline.

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

MS. GUERRA: Yes.

THE HEARI NG EXAM NER:  Thank you.

MS. GUERRA: Good nor ni ng.

THE HEARI NG EXAM NER: Do you have a CV
here for me to review?

MS. GUERRA: | do. | believe it's in
the exhibit.

MR. SUAZO.  Yes.
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THE HEARI NG EXAM NER: Do you have a
page nunber for ne?

MR. SUAZO: Just a second.

M5. GUERRA: | believe page 16.

THE HEARI NG EXAM NER: Thank you. Yes,
| see it. Thank you, Ms. Guerra. Gve ne a mnute to
review. Okay, Ms. CGuerra. Thank you. You're
recogni zed as an exhibit [sic] in petroleumland
matters.

MS5. GUERRA: Thank you.

THE HEARI NG EXAM NER: M. Suazo?

MR. SUAZO. Thank you, M. Exam ner.
|'"d also like to note that C1 to Exhibit Cis the
general |ocation map. C2 contains the form C- 102s.
Ms. Guerra notes on Exhibit C that there are no
over |l appi ng horizontal spacing units, and that Avant
wll submt a sundry to change the nanmes of the 505H
and the 506H to the 515H and the 516H well once the
APDs are approved.

The nunbers on those are still pending,
but we can suppl enent as needed. C3 depicts the
tracts in the spacing units and wells. C4 includes
the ownership within the units and identifies the
commtted parties. C5 is a map of the non-standard

hori zontal spacing unit in relation to a standard unit
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and identifies the offset owners.

C6 and C7 are the proposal letters and
AFEs. And this mainly conports with the OCD
requi rement to send proposals and AFEs 30 days prior
to filing the application. C8 provides a chronol ogy
of contacts, summarizing attenpts to obtain the
participation of the pool ed parties.

And Exhibit Dis the affidavit of
Avant's geol ogy w tness, M. Josh Payne. M. Payne
has not previously testified before the division, and
requests that the division accept his qualifications
as those of an expert in petroleum geol ogy. He notes
that he is famliar with the |l ands and geology in this
matter.

(24376 Exhibit D was marked for

i dentification.)

THE HEARI NG EXAM NER: Do you have a
page nunber for his CV?

MR. SUAZO.  Yes.

THE HEARI NG EXAM NER: M. Payne, while
we're waiting for M. Suazo, would you turn on your
camera?

MR. SUAZO It is page 132.

THE HEARI NG EXAM NER:  Ckay. And

you' re seeking to have himadmtted as an expert in
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geol ogy?

MR. SUAZO. Yes, M. Exam ner.

THE HEARI NG EXAM NER: M. Suazo, how
I s Guggenheim Partners related to your conpany, to
Avant ?

MR. SUAZO. | woul d defer that question
to the witness. |'mnot sure.

THE HEARI NG EXAM NER: M. Payne, on
your CV it shows that you are currently enpl oyed by
Guggenhei m Partners. So |'m wondering, are you
enpl oyed by Avant Operating as well? Sir, turn on
your m crophone, please.

MR. PAYNE: Just testing my m crophone.

THE HEARI NG EXAM NER: | can hear you.

MR. PAYNE: M apol ogies on the resune.
My enpl oynment ended wi th Guggenhei m Partners in
Decenber. And | started with Avant Natural Resources
or Avant Operating in January.

THE HEARI NG EXAM NER: Okay. \What is
your title with Avant?

MR. PAYNE: Seni or geol ogi st.

THE HEARI NG EXAM NER: Ckay. Thank
you, M. Payne. You're qualified as an expert in

geol ogy.

M. Suazo?
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MR. SUAZO. Thank you, M. Exam ner.
|"d like to further note that D1 is the base map.
Exhibit D2 is a structure map of the top of the Bone
Spring. M. Payne states that the wells are
representative of the area geol ogy, and that he
observed no faulting, pinching, or other geologic
hazards to the devel opnent of the horizontal wells.

D3 is a cross-section of the upper Bone
Spring, showi ng ganma ray and resistivity |ogs, which
identifies the targeted intervals in the Bone Spring
unit. D4 includes stratigraphic cross-sections
flattened on the top of the proposed Bone Spring
formati on, show ng details on the targeted interval.

Exhibit Eis the notice affidavit
show ng that notice letters were nmailed to the
addresses of record to the interested parties and the
offset owners in the adjacent lands. |mediately
after the copy of the notice letter are the certified
mai ling recei pts, show ng delivery to nunerous
i nterested parties.

(24376 Exhibit E was marked for

I dentification.)

Exhibit F is the affidavit of
publication in the Hobbs daily News-Sun. And with

that, 1'd request that the exhibits be admtted into
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t he record.

(24376 Exhibit F was marked for
i dentification.)

THE HEARI NG EXAM NER: Are there any

obj ections? Hearing none, they are so adm tted.

the w tnesses?

you.

be taken under

24398.

M . Exam ner.

Per m an.

(24376 Exhibit A through Exhibit F were
recei ved into evidence.)

M. Lowe, do you have any questions for
MR. LOWE: | have no questions. Thank
THE HEARI NG EXAM NER:  This case w ||
advi senent. Thank you, M. Suazo.

MR. SUAZO. Thank you, M. Exam ner.

THE HEARI NG EXAM NER: |'m cal ling

MS. BENNETT: Good nor ni ng,
Deana Bennett on behal f of Marathon Q|

THE HEARI NG EXAM NER: Good nor ni ng.

Are there any other parties entered an appearance in

this case?

Pl ease proceed

MS. BENNETT: No, there's not.
THE HEARI NG EXAM NER: Thank you.

Page 174

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



© 00 N oo o b~ wWw N

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

M5. BENNETT: M. Examner, if it
pl eases the division, cases 24398 to 24401 are rel ated
cases, and | would request that they be consoli dated
for purposes of the hearing for ny presentation today.

THE HEARI NG EXAM NER: Perfect. Let ne
cal | 24399, 24400, and 24401. Entries of appearance?

MS. BENNETT: Thank you. Deana Bennett
on behalf of Marathon G| Perman in all of the called
cases.

THE HEARI NG EXAM NER: Thank you. Are
there any parties entered on any of these cases that
you know of ?

MS. BENNETT: No, there are not.

THE HEARI NG EXAM NER: Ms. Bennett,
when you go through these, you don't have to get too
specific, but we would like to hear about the good
cause in each one.

MS. BENNETT: Yes. Thank you.

THE HEARI NG EXAM NER:  Thank you.

MS. BENNETT: And the good cause is the
same for each one.

THE HEARI NG EXAM NER: Perfect.

MS. BENNETT: So just briefly to orient
the division to the packet, it includes the affidavit

of Farley Duvall, a | and professional who's previously
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testified before the division. Exhibit Al is the
application, and exhibit A2 is the original order in
each packet that was issued.

(24398 Exhibit A, 24399 Exhibit A,

24400 Exhibit A, and 24401 Exhibit A

were marked for identification.)

And this is Marathon's first request
for an extension of tinme to commence drilling under
the orders. And M. Duvall and his -- oh, | should
al so note that the packets include an affidavit from
nysel f denonstrating that notice was tinely given, and
that these cases were tinely published.

(24398 Exhibit B, 24399 Exhibit B,

24400 Exhibit B, and 24401 Exhibit B

were marked for identification.)

But under paragraph 12 of M. Duvall's
affidavit -- and I'mlooking in case nunber 24398 for
the nmonment, but this is the sane paragraph in every
affidavit. It's on page 4 of 41. |In paragraph 12,
M. Duvall outlines the reasons for requesting the
extension of tinme. Marathon has not yet received all
of the BLM approved APDs that it needs for the Goliath
wel | s.

These are wells that have federal

m nerals, and so Marathon needs the APDs, the approval
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of the permts to drill, before it can begin
commencing drilling. The reason why sone of the APDs
have not been approved or are still pending is
outlined in paragraph 13. Wen Marat hon brought these
cases before the division, Marathon sought approval of
a non-standard unit.

And part of the benefit of the non-
standard unit is consolidation of surface facilities
and elim nating surface disturbance. Well, during the
time that Marathon's been in discussions with BLM
about the surface facilities, the surface facilities
have needed to nove. And so that's part of the reason
why the APDs are taking a little bit |onger for sone
of the wells, because the surface facilities need to
nove.

And Mar at hon wants to ensure that those
surface facilities are located in such a way that
prevents surface disturbance and pronotes efficiency.
So there has been ongoi ng di scussi on between BLM and
Mar at hon about the appropriate |ocation of those
surface facilities.

And al so, Marathon is in the process of
preparing a communitization agreenent for this
acreage. And we'll be sending that out shortly. So

paragraphs 12 through 14 of M. Duvall's affidavit
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outline the reasons that Marathon is seeking this
first extension of time. Wth that, | would ask that
the exhibits in case nunber -- shall | nove the

adm ssion of the exhibits case by case, M. Hearing
Exam ner ?

THE HEARI NG EXAM NER:  Yes. Do we have
your w tness avail abl e?

M5. BENNETT: | emailed M. Duvall
right before the hearing started to see if he could be
avai l able. Unfortunately for everyone, he has a
private funeral to attend today, and he was hoping
that these cases would be heard before he had to | eave
for that funeral.

We've al so asked M. Chase Rice, who's
previously testified before the division to appear on
his behalf if M. Duvall had to leave. | don't see
either of themimediately junping up on the canera.
So | would ask that -- okay. Geat. Here's
M. Duvall.

MR. DUVALL: Deana, |'m here. Thank
you.

MS5. BENNETT: Okay. Thank you, Farley.

THE HEARI NG EXAM NER: | have a
guestion before we go to M. Lowe's questions if he

has any. | don't know. And maybe Ms. Bennett can
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answer this question as well. | don't see anywhere
here in the affidavit that this testinony is nade, you
know, with the magic words saying that it is true
under penalty of perjury for lack of better words. |Is
there a reason why it doesn't say that, Ms. Bennett?

MS. BENNETT: Well, yes. Typically,
t he under penalty of perjury is for a self-affirned
declaration. And an affidavit, in the very first line
of the affidavit, M. Duvall states that he was sworn,
deposed, and states as follows, and then it's
notarized. And so while |I'm not an expert in the
formalities of the affidavits or self-affirnmed
decl arations, | believe this satisfies the
requirements for an affidavit.

THE HEARI NG EXAM NER:  Ckay.
M. Duvall, we're going to swear you in, and we're
going to get you to adopt this under oath. So would
you raise your right hand.
VWHEREUPOQN,

FARLEY DUVALL

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

THE HEARI NG EXAM NER:  Ckay.

Ms. Bennett, would you ask the questions to establish
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a bit of foundation for this affidavit, and then ask
your witness to adopt it under oath?
MS. BENNETT: Certainly.
THE HEARI NG EXAM NER: Thank you.
EXAM NATI ON
BY MS. BENNETT:

Q M. Duvall, did you and | discuss the
reasons why Marathon needs to request an extension of
time in these cases?

A W did.

Q And when you and | discussed those reasons,
are those reasons substantially laid out in paragraphs
12 through 14 of the affidavit?

A Yes, they are.

Q And having heard ny summary of those
par agraphs, and having -- do you have the affidavit in
front of you?

A Yes, | do.

Q Do you adopt the affidavit that you signed
and prepared in case nunmbers 24390 [sic] through
244017

A Yes, | do.

Q And is it your testinony that the
i nformation in paragraphs 11 through 14 are true and

accurate?
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A Yes.

MS. BENNETT: Thank you.

THE HEARI NG EXAM NER: Are there any
objections to any of the exhibits in case nunber
24398? Not hearing any, the exhibits are admtted.
And M. Lowe does not have questions for 24398. So
this case is taken under advi senent.

(24398 Exhibit A and Exhibit B were

received into evidence.)

Let's nove on to accepting the exhibits
in the other cases. You don't have to give another
presentation. Okay. |'mlooking at the exhibits in
24399. Are there any objections to the exhibits in

this case? Hearing none, they are admtted into

evi dence.
(24399 Exhibit A and Exhibit B were
recei ved into evidence.)
M. Lowe, do you have questions in this
case?
MR. LOAE: No, | do not.
THE HEARI NG EXAM NER:  All right.
Thank you.

This case is taken under advi senent.
Let's nobve on to the next case. So this would be

24400. Is that correct, M. Bennett?
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MS. BENNETT: Yes.

THE HEARI NG EXAM NER: Okay. Let's see
what we have. We have exhibits. Are there any
objections to the exhibits in this case? Not hearing
any, the exhibits are so admtted into evidence.

(24400 Exhibit A and Exhibit B were

recei ved into evidence.)

M. Lowe, any questions in this case?

MR. LOWNE: | have no questions.

THE HEARI NG EXAM NER: Ckay. This case
I s taken under advisenment. And finally, | believe,
it's 24401.

MS. BENNETT: That's correct.

THE HEARI NG EXAM NER: Thank you. And
are there any objections to the exhibits in this case?
Not hearing any, the exhibits are admtted.

(24401 Exhibit A and Exhibit B were

recei ved into evidence.)

M. Lowe?

MR. LOWE: | have no questions.

THE HEARI NG EXAM NER:  Thank you.

This case is taken under advi senent.
Thank you, Ms. Bennett.

MS. BENNETT: Thank you very nuch.
Thanks.
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THE HEARI NG EXAM NER: Okay. 24402.
Entries of appearance?

MR. RANKIN: M. Exam ner, Adam Rankin
wth the Santa Fe office of Holland and Hart appearing
on behalf of Mewbourne Q1| Conpany in this case.

We' ve requested that this case be heard in conjunction
with the followi ng case on the worksheet docket, case
number 24403.

THE HEARI NG EXAM NER: Perfect. You're
going to present them together?

MR. RANKIN: Yes, M. Exam ner.

THE HEARI NG EXAM NER: Are there any
parties that you know of ?

MR. RANKI N No.

THE HEARI NG EXAM NER:  Ckay. Pl ease

proceed.

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

MR. RANKIN:  Sorry.

THE HEARI NG EXAM NER: Good nor ni ng,
M . Savage.

MR. SAVAGE: Yes. W did a late entry
of appearance. Good norning, M. Exam ner. Darin
Savage with Abadi e and Schill appearing on behal f of

Ci marex Energy Conpany. We're appearing just to
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nonitor and preserve rights. And we have no
obj ections to the cases going forward by affidavit.

THE HEARI NG EXAM NER:  And have you had
a chance to review any of the exhibits?

MR. SAVAGE: Yes. And we have no
guestions on them

THE HEARI NG EXAM NER:  COkay. Very
good.

M. Rankin?

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

Apol ogi es, Darin. Too many emils.

M. Examner, in this two cases,
Mewbourne is seeking to pool the Wl fcanmp formation in
the north half of Sections 5 and 6 in Township 20
Sout h, Range 29 East, in Eddy County. In the first
case, 24402, Mewbourne is proposing a spacing unit
that is conprised of the north half north half
equi val ent within those sections.

I n the conpani on case, 24403, they're
seeking to create and pool a spacing unit that's
conprised of the south half north half equivalent in
t hose sections. W filed on Tuesday exhi bit packets
for each of these cases with a table of contents.

The Exhibit Ais a copy of the

application that was filed -- or, rather, the
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conpul sory pooling checklist for each case, which
contains the information required for the division for
pooling. Exhibit Bis the application for each of

t hese case.

(24402 Exhibit A and Exhibit B and

24403 Exhibit A and Exhibit B were

mar ked for identification.)

Exhibit Cis a self-affirmed statenment
of Mewbourne's | andman, Ms. Ariana Rodrigues. She has
previously testified before the division and has had
her credentials as an expert in petroleumland matters
accepted. Exhibit Cl is a copy of the C-102 for the
proposed well. Exhibit C2 is a land tract map
i dentifying the tracts and the uncomm tted interest
owners. C3 is a sanple well proposal with AFEs for
the proposed well. C4 is a chronology of contacts.

(24402 Exhibit C and 24403 Exhibit C

were marked for identification.)

Exhibit Dis a self-affirnmed statenent
of M. Charles Crosby, who's the petrol eum geol ogi st.
He has previously testified before the division and
has had his credentials as an expert in petrol eum
geol ogy accepted. Exhibit D1 through D3 are the
typi cal geology exhibits for each of these cases, a

| ocat or map, subsea structure map, and cross-section
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map showi ng the location of the wells identified for
creation of the stratigraphic cross-section, which is
Exhibit D3. M. Crosby testifies that each of the
spacing units is appropriate for devel opnment by

hori zontal wells, and there's no pinch-outs or other

| npedi nents to horizontal drilling.

(24402 Exhibit D and 24403 Exhibit D

were marked for identification.)

Exhibit Eis the self-affirnmed
statenment prepared by our office reflecting that we
provi ded notice to each of the parties of the
application of the hearing in the case along with the
status of the certified mailings. Exhibit F is the
affidavit of publication reflecting that we have
provi ded notice by publication, identifying each of
the parties by name who are subject to each of these
case.

(24402 Exhibit E and Exhibit F and

24403 Exhibit E and Exhibit F were

mar ked for identification.)

Wth that, M. Exam ner, we would nove
the adm ssion of Exhibits A through F and their
attachments in each of these cases and ask that the
case be taken under advisenent subject to any

guestions fromthe division.
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THE HEARI NG EXAM NER: Are there any
obj ections to the exhibits in these two cases? Not
hearing any, they are both admtted. The exhibits in
24402 and 24403 are all admtted into evidence.

(24402 Exhibit A through Exhibit F and

24403 Exhi bit A through Exhibit F were

recei ved into evidence.)

M. Lowe, any questions for the
W t ness?

MR. LOAE: No, | have no questi ons.

THE HEARI NG EXAM NER: COkay. Then
t hese two cases are taken under advi senent,

M . Rankin.

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

THE HEARI NG EXAM NER:  Thank you.

Moving on to 24404. It looks like it's
consolidated with 05 and 06. Entries of appearance?

MR. RANKI N: M. Exam ner, Adam Rankin
with the Santa Fe office of Holland and Hart appeari ng
on behalf of the applicant in these consoli dated
cases.

THE HEARI NG EXAM NER: On behal f of
who, sir?

MR. RANKIN:. |I'msorry. The applicant,
OXY USA, | ncorpor at ed.
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THE HEARI NG EXAM NER: Are there are
any other parties, M. Rankin?

MR. RANKIN: There are none in these
cases.

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

MR. RANKIN. Thank you. M. Exan ner,
In these three cases, OXY is seeking to pool a Bone
Spring formation in all the acreage within Sections 12
and 13, Township 22 South, Range 31 East, Eddy County,
except for the west half west half tracts. That
portion of the sections are not subject to pooling in
t hese cases.

I n case nunber 24404, OXY seeks an
order approving a standard 320-acre, nore or |ess,
spacing unit that would be conprised of the east half
of the west half of those sections. W initially
asked for approval of an overlapping spacing unit,
however, after sending out notice, which is included
in the exhibits, no party objected, and so we can drop
that request fromthe hearing.

Case nunber 24405 seeks compul sory
pooling in the Bone Spring formation within a 320-acre
spacing unit within the Bone Spring formation within

the west half east half of those sections. Again,

Page 188

Veritext Lega Solutions

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




© 00 N oo o b~ wWw N

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

this application requested approval of an overl apping
spacing unit, however, follow ng notification, no
party objected, so we can drop that request fromthis
application as well.

And in the third case and final case,
case number 24406, OXY seeks an order approving a 320-
acre spacing unit conprised of the east half east half
of those sections as well. Again, seeking approval of
an overl apping unit, however, again, no party objected
to the proposed overl appi ng spacing unit, so we can
drop that fromthe application.

We filed on Tuesday exhibits for each
of these cases, including the conpul sory pooling
checklist as Exhibit A Exhibit Bis the application
filed in each case. Cis the self-affirmed statenent
of OXY's |l and person, Ms. Courtney Carr. She's
previously testified. Attached to her affidavit are
the Exhibits Cl through C5.

(24404 Exhibit A through Exhibit C,

24405 Exhibit A through Exhibit C, and

24406 Exhibit A through Exhibit C were

mar ked for identification.)

Those are the overlap di agram depi cti ng
the acreage that woul d be overlapped with the existing

spacing units, the C102s for the proposed wells that
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are subject to the -- that would be included within
this proposed spacing unit. C3 is the land tract map
and ownershi p breakdown of the parties that we're
seeking to pool. C4 is the sanple well proposal

| etters and AFEs with costs. And C5 is the chronol ogy
of contacts reflecting OXY's efforts to reach
agreenent with all the parties subject to pooling.

Exhibit Dis the self-affirned
statenent of M. Jared Rountree. He's previously
testified before the division as an expert in
petrol eum geol ogy. Exhibits D1 through D4 review the
spacing unit proposed in this acreage and confirns
that it's appropriate for horizontal well devel opnent,
and there's no inpedinments to drilling in this
acr eage.

(24404 Exhibit D, 24405 Exhibit D, and

24406 Exhibit D were marked for

I dentification.)

Exhibit Eis the self-affirnmed
statenment of notice for each of these cases reflecting
t hat we have provided notice to each of the parties
subject to pooling of the application and of this
hearing. Exhibit F is the affidavit of publication
reflecting that we have given notice constructively

and in a newspaper of general circulation identifying
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each of those parties by nane.

(24404 Exhibit E and Exhibit F, 24405

Exhi bit E and Exhibit F, and 24406

Exhi bit E and Exhibit F were marked for

I dentification.)

These exhibits are mrrored for each
case. And we ask at this tinme, M. Exam ner, unless
t here are questions by the division, that we be
permtted to nove the adm ssion of exhibits A through
F for each case with their attachnents, and that the
cases be taken under advi senent.

THE HEARI NG EXAM NER: Are there any
objections to these exhibits in either of the three
cases? Not hearing any, your exhibits are admtted in
all three cases. And M. Lowe has no questions, so we
will take these three under advi senent.

(24404 Exhibits A through F, 24405

Exhi bits A through F, and 24406

Exhi bits A through F were received into

evi dence.)

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

THE HEARI NG EXAM NER: Thank you,

M . Rankin.
Case 24420.
MR. RANKI N: M. Exam ner, Adam Rankin
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appearing on behalf of the applicant in this case,
Hil corp Energy, with the Santa Fe office of Holland
and Hart.

THE HEARI NG EXAM NER: Thank you. Are
there any other parties who have entered an appearance
in this case?

MR. RANKIN. M. Exam ner, not to ny
knowl edge. | doubl e-checked the docket this norning.
| did not see any other entries of appearance.

THE HEARI NG EXAM NER:  Ckay.

M . Rankin, please proceed.

MR. RANKI N: M. Exam ner, before | get
too far into this case, we filed this application in
response to two protests to adm nistrative application
and notice thereto. W were instructed by the
division that in order to resolve those protests we
needed to file this application for hearing and give
notice to those parties. W did so.

Those parties have not filed a pre-
hearing statement. They have not filed an entry of
appearance. In M. Rob Carlson's self-affirnmed
affidavit that was filed on Tuesday, we indicate that
we would be willing, and our preference would be, to
dism ss this application for hearing and allow the

division to proceed to review the adm nistrative
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application for downhole com ngling.

| see M. McClure, | think, is on the
screen. And | want to make sure that that's his
preference. | think the division's preference is to
file and approve adm nistrative applications instead
of hearing orders. So with his confirmation, | wll
confirmhere on the record that we will nove to
dism ss this case and allow M. MClure and the
division to approve the application adm nistratively.

THE HEARI NG EXAM NER: Before M.
McClure chines in, it was my understandi ng that one of
t he protestors planned on appearing here today. Do
you know t he nanmes of the two protesters?

MR. RANKIN: | have them as part of the
record, M. Examiner. Let me just pull up their nanes
real quick. Monica Senna [ph], and | believe either a
sibling or famly nenber, Jose Senna [ph], were the
two protestants under the adm nistrative application.

THE HEARI NG EXAM NER: Okay. Do we
have M. or Ms. Senna [ph] with us today?

M. MCure, was it your understanding
that one of them was going to appear today?

MR. MCCLURE: M. Hearing Exam ner, it
was ny understandi ng that we had received

communi cation in regards to that, and that was what
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they told us. | didn't see the email nyself, though.

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

Again, do we have M. or Ms. Senna
[ ph] with us today? Because if not, we're going to
accept the dism ssal of these cases, and it wll
proceed adm ni stratively.

Ckay. |'mnot hearing any protesters
that are with us. So M. Rankin, you will file the
notion to dismss both cases or one case or --

MR. RANKIN:. M. Examner, we will. As
| ong as the division doesn't have any questions that
we can address here today, we will nove the dism ssal
of these cases wi thout prejudice and ask that the
di vi sion proceed to review and approve Hilcorp's
application for downhole com ngling adm nistratively.

THE HEARI NG EXAM NER: M. M ure,
before we et himgo, are there any questions that you
have for M. Rankin?

MR. MCCLURE: M. Hearing Exam ner,
there are no questions that | have that need to be
addressed at hearing. Any questions in regard to the
application, I'll proceed adm nistratively.

THE HEARI NG EXAM NER:  Perfect. Thank

you, Sir.
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MR. MCCLURE: Thank you, M. Hearing
Exam ner.

THE HEARI NG EXAM NER: | woul d say we
woul d take this under advisenent, but you're going to
dismss it.

MR. RANKIN: Thank you, M. Exam ner.
We' Il dismss.

THE HEARI NG EXAM NER: 24420, does it
stand on its own?

MR. RANKIN: M. Exam ner, it does.
There are no rel ated cases.

THE HEARI NG EXAM NER: Because | do
have 24421, which is the |ast case. M. Pena?

MS. PENA: 244217

THE HEARI NG EXAM NER:  That's what |
have on ny |ist as nunber 64. AmI| wong? That's the
next one after 24420.

MR. RANKIN: |Is that the one that was
di sm ssed?

THE HEARI NG EXAM NER:  Ckay. Thank
you. | appreciate it.

M5. PENA: No problem

THE HEARI NG EXAM NER:  We' || call
24464. It looks like it's consolidated with 65 and
66.
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M5. PENA: That is correct. Yarithza
Pena with Modrall Sperling on behalf of Franklin
Mount ai n Energy 3, LLC.

THE HEARI NG EXAM NER: Thank you. And
do you know if there's any other parties who have
entered on these three cases?

MS. PENA: Not that |'m aware of.

THE HEARI NG EXAM NER: | see soneone's
cone on the screen.

M5. PENA: That is our |andman,

M. Johnson.

THE HEARI NG EXAM NER:  You want to
present them as a group?

M5. PENA: Yes, that would be great.

THE HEARI NG EXAM NER: Pl ease.

MS. PENA: In case 24464, Franklin
seeks an order pooling all uncommtted interest in a
Wbl f camp standard spacing unit conprised of 639. 21,
nore or less, acres in lots 1 and 2, the east half
equi val ent of irregular Section 3 and the east half of
Section 10 in Township 19 South, Range 35 East, in Lea
County. The spacing unit will be dedicated to the
Eagle State 704H and 705H with the Eagle State Com
704H as the proximty tract well, which is expected to

be | ess than 330 feet fromthe adjoining tracts.
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I ni 24465, Franklin seeks an order
pooling all uncommtted interest in a Bone Spring
standard spacing unit of 319.59 acres, nore or |ess,
In the east half east half equivalent of irregular
Section 3 and the east half east half of Section 10.
And this spacing unit will be dedicated to the Eagle
State 304H and 504H wel | s.

In 24466, Franklin seeks an order in a
Bone Spring standard spacing unit conprised of 279.64
acres, nore or less, in the east half west half
equi val ent of irregular Section 3 and the east half
nort hwest quarter, the northeast quarter southwest
quarter of Section 10, Township 19 South, Range 35
East, in Lea County. And this spacing unit wll be
dedi cated to the 502H wel | .

W tinmely filed exhibit packets on
Tuesday for all of these three cases. And each
exhi bit packet is simlar. Wth Exhibits in tab A
contai ning the conpul sory pooling checklist. Exhibits
in tab B containing the affidavit of Don Johnson, the
| andman for Franklin, who has previously testified
before the division, and his credentials have been
accepted as a matter of record. Followng his
affidavit are the standard | and exhibits.

Il
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(24464 Exhibit A and Exhibit B, 24465

Exhi bit A and Exhibit B, and 24466

Exhi bit A and Exhibit B were marked for

I dentification.)

Exhibits in tab C contain the affidavit
of Ben Kessel, the geol ogist for Franklin, who has
al so previously testified before the division, and his
credenti al s have been accepted as a matter of record.
And following his affidavit are the standard geol ogy
exhi bits for each formation and well.

(24464 Exhibit C, 24465 Exhibit C, and

24466 Exhibit C were marked for

I dentification.)

Exhibits in tab D contain the notice
exhi bits and decl aration of Ms. Deana Bennett,
i ncluding a sanple notice letter, mailing list,
certified tracking list, and the affidavit of
publication fromthe Hobbs News-Sun show ng that we
timely published for all three cases on April 25,
2024.

(24464 Exhibit D, 24465 Exhibit D, and

24466 Exhibit D were marked for

I dentification.)

At this point, | would ask that the
exhibits for all three cases, 24464 through 24466, be
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admtted to the record, and that the cases be taken
under advisenent. |If there are any questions, our
| andman and geol ogi st should be on the |ine.
THE HEARI NG EXAM NER: Thank you,
Ms. Pena.

Are there any objections? Not hearing
any, the exhibits in all three cases are admtted into
evi dence.

(24464 Exhibit A through Exhibit D,

24465 Exhibit A through Exhibit D, and

24466 Exhibit A through Exhibit D were

received into evidence.)

M. Lowe?

MR. LOWE: | have no questions. Thank
you.

MS. PENA: Thank you.

THE HEARI NG EXAM NER: Thank you,

Ms. Pena. We'Ill take them under advisenent. Now are
you presenting the next group of cases as well?

MS. PENA: | am as well.

THE HEARI NG EXAM NER:  |I'm calling
24471 through 24474. Ms. Pena?

M5. PENA: Yarithza Pena with Modrall
Sperling on behalf of Franklin Mountain Energy 3, LLC,

in these four matters.
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THE HEARI NG EXAM NER: And what is the
first name that you're saying? It goes kind of fast.

MS. PENA: Franklin Mountain --

THE HEARI NG EXAM NER: No, no. Your
name.

MS. PENA: |'msorry. Yarithza.

THE HEARI NG EXAM NER: Say it again.

M5. PENA: Yarithza.

THE HEARI NG EXAM NER: Thank you. And
pl ease proceed.

M5. PENA: No problem Thank you. In
case 24471, Franklin seeks an order pooling all
uncomm tted interest in a Bone Spring standard spacing
unit of 320 acres in the west half east half of
Sections 27 and 34, Township 19 South, Range 35 East,
in Lea County. This spacing unit will be dedicated to
the Treble State 303H, 503H, and 603H wel | s.

In 24472, Franklin seeks an order
pooling all uncommtted interest in a Wl fcanp
standard spacing unit of 320 acres in the west half
east half of Sections 27 and 34, Township 19 Sout h,
Range 35 East. And this will be dedicated to the
Treble State 703H and 803H wel | s.

In 24473, Franklin seeks an order

pooling unconmmtted interest in the Bone Spring
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standard spacing unit of 320 acres in the east half
east half of Sections 27 and 34, Township 19 Sout h,
Range 35 East, in Lea County. And this wll be
dedi cated to the Treble State 304, 504H, and 604H
wel | s.

And finally, in 24474, Franklin seeks
an order in a Wl fcanp standard spaci ng unit conprised
of 320 acres in the east half east half of Sections 27
and 34. And this will be dedicated to the Treble
State 704H and 804H wel | s.

Al exhibits were tinely filed on
Tuesday for all four. And they all mmc the sane
set. Exhibit A contains the conpul sory pooling
checklists. Exhibits in tab B contain the affidavit
of M. Don Johnson, |andman for Franklin, who has
previously testified before the division. And
following his affidavit are the standard | and
exhibits.

(24471 Exhibit A and Exhibit B, 24472

Exhi bit A and Exhibit B, 24473 Exhi bit

A and Exhibit B, and 24474 Exhibit A

and Exhibit B were marked for

I dentification.)

Exhibits in tab C contain the affidavit

of Ben Kessel, the geol ogist for Franklin, who has
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al so previously testified before the division. And
following his affidavit are the standard geol ogy
exhibits. Exhibits in tab D contain the declaration
of Ms. Bennett with the notice exhibits and al so the
affidavit of publication showing that we tinely
publ i shed on April 25, 2024, for all of these four
cases.

(24471 Exhibit C and Exhibit D, 24472

Exhi bit C and Exhibit D, 24473 Exhibit

C and Exhibit D, and 24474 Exhibit C

and Exhibit D were marked for

I dentification.)

An additional itemthat | would like to
point out is, when we were preparing for the hearing,
we realized the noticed parties for the overl apping
spacing unit for 24472 were not properly notified. So
| would ask the division to allow us to continue just
this case, the 24472, to June 13th so we may properly
notice the overlapping spacing unit parties in that
mat t er.

And as of that, | would ask for the
exhibits for all of these four cases be admtted into
the record and taken under advisenment with the
exception of 24472 being conti nued.

THE HEARI NG EXAM NER: So are you
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asking that | don't accept the exhibits in 24472 at
this time and wait?

MS. PENA: |If we can accept the
exhi bits that we have filed on Tuesday and then | eave
the matter open, we will file a new packet with the
clarifying noticed parties. O if the division
prefers a separate packet with just a new exhibit tab.

THE HEARI NG EXAM NER: And you were
saying that the notice -- which aspect of the notice
was not tinely filed?

MS. PENA: So we need to notify
additional parties just in that matter.

THE HEARI NG EXAM NER: So does t hat
mean that you're going to submt -- so what will you
be subm tting as an anmended packet ?

M5. PENA: We woul d probably have a new
decl aration from Ms. Bennett with a new sanple letter
showi ng that those parties received that letter
following this hearing.

THE HEARI NG EXAM NER:  Okay. |'m
trying to think of, is there a benefit to admtting
exhi bits now that you're going to then anend. And
since we're com ng back on the record June 13 for this
case. If we admt the exhibits now, what will you

request us to do on June 13?
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M5. PENA: So on June 13th, | wouldn't
need to go through the exhibits once nore, because
t hose have already been submtted. And the parties
that we would need to notify would not be pooling
parties. They would just be overl appi ng spacing unit
parties. And we would be able to just submt that
addi tional part of the exhibits, just that part be
adm tted on June 13th to the record.

THE HEARI NG EXAM NER: It seens to ne
that there's no tinme benefit to accepting the exhibits
in that case today. It seens to ne that the best
thing to do is just cone back on the 13th and have you
offer -- you've already given us a presentation. W
can conme back on the record nerely for you to offer
t he anmended exhi bit packet, which will have everything
i n one docunent with a cover |etter explaining what
you did. We can just admt it at that time, see if
there's any questions, and then take it under
advi senment .

MS. PENA: Wuld it be possible, you
know, when we conme back on June 13th, that the
questions be limted to just the anended parts of the
exhibits if we're presenting the exhibits that are
filed on Tuesday today in this matter as well ?

THE HEARI NG EXAM NER: COkay. Then in
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ot her words, we will accept -- are there any

obj ections to accepting the exhibits in any of these
cases, 24471, 72, 73, and 74? Not hearing any, | wll
admt all of the exhibits in all four cases now.

(24471 Exhibit A through Exhibit D,

24472 Exhi bit A through Exhibit D,

24473 Exhi bit A through Exhibit D, and

24474 Exhibit A through Exhibit D were

received into evidence.)

THE HEARI NG EXAM NER: M. Lowe, are
t here any questions on any cases?

MR. LOWNE: | have a question, yes.

THE HEARI NG EXAM NER: On all of the
cases or just a specific question?

MR. LOWE: Probably a specific
guestion, but it mght enconpass all of it.
Pertaining to what was updated just now.

THE HEARI NG EXAM NER: Fi ne. \Which
w tness do you want to direct the question to.

MR. LONE: Either it'd be the | andman
or the attorney.

THE HEARI NG EXAM NER: Let's get the
| andman under oat h.

Woul d you rai se your right hand,

pl ease?
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VWHEREUPOQN,
DON JOHNSOQON,

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

THE HEARI NG EXAM NER: Thank you.

M. Lowe?

MR. LOWNE: What's his nane again?

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

Wul d you state and spell your nane for
the record, please?

THE W TNESS: Don Johnson, D-O N
J-O-H-NS O N

EXAM NATI ON
BY MR. LOVE:
Q Good norning, M. Johnson. Leonard Lowe
here. | want to find out, in reference to the recent

topic that was brought forth, all these wells pertain
to the sane horizontal spacing unit. |[|s that correct?
A Excuse me. Can you speak up? | -- it's
hard to hear.
Q I'"msorry. All these four cases, do they

all enconpass the sanme horizontal spacing unit?

A Two -- two of them-- so there's the east
hal f east half and the west half east half. Then
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there's a Bone Spring and Wl fcanp for each of those
quarter quarter.

Q Okay. Thank you for that clarification. In
reference to the notice topic pertaining to the
over |l appi ng spacing unit, where is the overl apping
spacing unit |ocated at pertaining to this horizontal
spacing unit?

A It looks Iike that is in Unit G of Section
27. And that would be the southwest of the northeast
of Section 27.

THE HEARI NG EXAM NER:  Are you taking
that information froman exhibit?

THE WTNESS: Yes. | amtaking it
from--

THE HEARI NG EXAM NER:  Coul d you gi ve
us a page nunber to |look at?

THE W TNESS: Page 14.

THE HEARI NG EXAM NER: Ckay. Qur page
14 is not lining up with what you just said. Can you
give us an exhibit nunmber and letter?
BY MR. LOWE:

Q Actually, what's the well nunber?

A It's the 40-27-0058.

Q Okay.

THE HEARI NG EXAM NER: Ms. Pena, do you
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know what exhibit he's |ooking at?

M5. PENA: | believe he's | ooking at

the application. But | can also direct you to the

affidavit, tab E, and that is page 8 of 67 of the PDF.

And that is paragraph 17.
THE HEARI NG EXAM NER
MR. LOWE: Ckay. Wel

Thank you.
, | think I got

what's going on here. That clears up ny question.

Thank you.
THE HEARI NG EXAM NER: Thank you.
THE W TNESS: Thank you.
THE HEARI NG EXAM NER: Ckay. So
Ms. Pena, we will take under advisenent three of the

four cases at this tinme. Those case

nunbers are

24471, 24473, and 24474. Now we' ve adm tted the

exhibits in 72.

You will continue that case to the June

13t h docket. And before that docket,

you wll file an

anended exhibit list with a cover letter. At t hat

time, we will just admt the amended exhibit. O wll

there be an additional exhibit?
MS5. PENA: There w |
E in that anended exhi bit packet.
THE HEARI NG EXAM NER
We'll deal with that tab then.

be probably a tab

Okay. Perfect.
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M5. PENA: Yes. Thank you.

THE HEARI NG EXAM NER:  Thank you.

That concl udes the hearing for the

docket on May 16. We're signing off. Of the record.

(Wher eupon, at 12:07 p. m,

proceedi ng was concl uded.)

t he
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21
22
23
24
25

CERTI FI CATE

I, JAMES COGSWELL, the officer before whom
the foregoi ng proceedi ngs were taken, do hereby
certify that any witness(es) in the foregoing
proceedi ngs, prior to testifying, were duly sworn;
t hat the proceedi ngs were recorded by ne and
thereafter reduced to typewiting by a qualified
transcriptionist; that said digital audio recording of
said proceedings are a true and accurate record to the
best of ny know edge, skills, and ability; that | am
neither counsel for, related to, nor enployed by any
of the parties to the action in which this was taken;
and, further, that | amnot a relative or enployee of

any counsel or attorney enployed by the parties

hereto, nor financially or otherwise interested in the

outcone of this action.
May 30, 2024 ;zgéﬁzy

JAMES COGSWELL

Notary Public in and for the

State of New Mexico
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CERTI FI CATE OF TRANSCRI BER

|, RONALD MOORE, do hereby certify that this
transcript was prepared fromthe digital audio
recordi ng of the foregoing proceedi ng, that said
transcript is a true and accurate record of the
proceedi ngs to the best of ny know edge, skills, and
ability; that I amneither counsel for, related to,
nor enpl oyed by any of the parties to the action in
whi ch this was taken; and, further, that I amnot a
relative or enployee of any counsel or attorney
enpl oyed by the parties hereto, nor financially or

otherwi se interested in the outcome of this action.

May 30, 2024 %/__\

RONALD MOORE
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