© 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

STATE OF NEW MEXI CO

ENERGY, M NERALS AND NATURAL RESOURCES DEPARTMENT

O L CONSERVATI ON DI VI SI ON

I N THE MATTER OF THE HEARI NG Docket No.
CALLED BY THE O L CONSERVATI ON 25-24
DI VI SI ON

Case No: 24121

DATE:

TI ME:
BEFORE:
LOCATI ON:

REPORTED BY:

JOB NO.

VI DEOCONFERENCE HEARI NG
Tuesday, July 9, 2024
8:30 a. m
Heari ng Exam ner Gregory A. Chakalian
Renot e Proceedi ng
Pecos Hall, Wendell Chino Buil ding
1220 South Saint Francis Drive
Santa Fe, NM 87505
James Cogswel |

6762869
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APPEARANCES

ON BEHALF OF SPUR ENERGY PARTNERS, LLC:

DANA S. HARDY, ESQUI RE (by vi deoconference)
Hi nkl e Shanor LLP

218 Montezuma Avenue

Santa Fe, NM 87501

dhar dy @i nkl el awfi rm com

(505) 982-4554

ON BEHALF OF SI LVERBACK OPERATING 11, LLC:

ALSO

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

ben@ heener gyl awgr oup. com

(210) 469-3197

PRESENT:

Dean McClure, Technical Exam ner with Ol
Conservation Division (by videoconference)
Freya Tschantz, Law Clerk with O | Conservation
Di vi sion (by videoconference)

Scott Hartman, Landman (by vi deoconference)

Mat t hew Van W e, Geol ogist (by videoconference)
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NO.

Exhi bit A

Exhi bi t

Exhi bi t

B

C

EXHI BI TS
DESCRI PTI ON
Sel f-Affirmed Statenent
of Scott Hartman
Sel f-Affirmed Statenment
of Matthew Van W e
Sel f-Affirmed Statenent

of Dana S. Hardy

| D/ EVD

10/ 12

10/ 12

11/12
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PROCEEDI NGS

THE HEARI NG EXAM NER: It is 8:30 a. m
on the 9th of July, 2024. W are here for what was a
contested case which is now not a contested case: Case
Nunber 24121. It is a conpul sory pooling case.
Appl i cant: Spur Energy.

Entries of appearance, please?

M5. HARDY: Good norning. Dana Hardy
w t h Hi nkl e Shanor, on behal f of Spur Energy Partners.

MR. HOLLI DAY: Ben Holliday with
Hol I i day Energy Law Group, on behalf of Silverback
Operating team

THE HEARI NG EXAM NER: And, Ms. Hardy,
do you know if there are any other parties entered?

MS. HARDY: There are not.

THE HEARI NG EXAM NER:  Ckay. Very

good.

" mgoing to start with you,
M. Holliday. | noticed that you filed a w thdrawal
of objection about a week ago, if |I'mnot m staken.

Woul d you give nme sone information about why you fil ed
t hat ?

MR. HOLLI DAY: Right. Yes, sir. Yes,
we filed our notice of renoval of w thdrawal of our

objection to the matter of proceeding by affidavit.
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The parties have reached an agreenent.
There were sone concerns on the

Silverback team s part about the way the acreage was

bei ng devel oped and the inpact it had on other acreage

that we intended to devel op. Those issues have been
resol ved, and we're very happy for this matter to
proceed by affidavit today.

THE HEARI NG EXAM NER: Ckay. So this
I's a compul sory pooling case. Is it Silverback? |Is
that right?

MR. HOLLI DAY: Yes, sir.

THE HEARI NG EXAM NER: |s Sil verback

going to be compul sory pool ed?

MR. HOLLI DAY: | believe they w |
ei ther be subject to the order, or a JOA will be
signed that will obviate the order for them

THE HEARI NG EXAM NER:  Ckay.

Ms. Hardy?
MR. HOLLIDAY: |I'mnot aware of if a
JOA has been signed at this point, | guess, is --

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

Ms. Hardy?

MS. HARDY: | believe that Silverback

I's being listed as a pooled party.
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THE HEARI NG EXAM NER: They are.

MS. HARDY: But if there is an
agreenent -- if the JOA is executed, then that would
be i napplicable to Silverback -- the order.

THE HEARI NG EXAM NER: Ckay. So from
your perspective, what were the issues that were
settled that allow us to go forward by affidavit?

M5. HARDY: |I'mnot famliar with the
I ssues that were negoti ated between Spur and
Silverback. | wasn't involved in those negotiati ons.
But | just know that they reached a resol ution that
was acceptable to both parties.

THE HEARI NG EXAM NER: So this JOA that
may or may not have been signed at this point. How
will that -- if the JOA -- could that affect this case
goi ng forward?

M5. HARDY: No, it would just nean that
Silverback is not a pooled party under the order. But
there are other parties who are being pool ed under the
order, so we need to proceed with the case and obtain
the order, regardless of Silverback's position.

THE HEARI NG EXAM NER:  So fromwhat |'m
understanding, M. Holliday, if the JOA is signed then
Silverback is not a party to be pooled. If it is

[sic] signed, then they are a party to be pooled. Is

Page 6

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 hat how t hat works?

MR. HOLLIDAY: Correct. If they have
not signed -- if a JOA has not been executed as of
today -- which | should have checked on, but | didn't.
If a JOA hasn't been executed, then they would be
subj ect to the conpul sory pooling order.

But if an agreenment is |ater reached
bet ween the parties, that's sonething where the JOA
coul d supersede the pooling order, and they would
partici pate under the JOA as opposed to the terns of
t he conpul sory pooling order.

THE HEARI NG EXAM NER: Ckay. That
clarifies it. Thank you. And it's inportant for the
Division to know this.

How woul d the Division know the outcone
of this JOA?

M5. HARDY: The parties can file a
notice that an agreenent has been reached, and then
the parties involved in the agreenment would not be
subject to the pooling order. W don't always do
that, but it's possible to do that. Sonetines it's
done. And we can do that.

THE HEARI NG EXAM NER:  Ckay.

M. MCure, what is your

under st andi ng?
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MR. MCCLURE: | just wanted to
say -- excuse ne -- | just -- | don't have the
ordering paragraph directly in front of me, but I
believe there is ordering paragraphs included in our
standard conpul sory pooling order, which does allow
for persons to be brought in under a JOA, and then no
| onger being in affect under the order.

THE HEARI NG EXAM NER: So when t hat
happens, M. MClure, is the JOA submtted to the
Division so that the Division knows? O is that
outside the Division's purview?

MR. MCCLURE: Typically speaking, | do
not believe that it's normal for themto submt that
to the Division. And | do not believe that our order
requires themto do so.

THE HEARI NG EXAM NER: | see.

So, M. Holliday, if a JOA is signed,
Is that just -- that conpul sory pooling order between
the parties -- howis that affected?

MR. HOLLI DAY: M understanding is that
If a JOA is signed after the conpul sory pooling order
I's issued, then the JOA woul d supersede the terns of
t he conmpul sory pooling order as between the operator
and the party-signed operating agreenent, such that

the ternms of the operating agreenent would control
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versus the terns of the conpul sory pooling order.

THE HEARI NG EXAM NER: | see.

MR. HOLLI DAY: You'd be substituting
one agreenent for another, basically.

THE HEARI NG EXAM NER: | see. | see.
Okay. All right.

So, M. MCure, does that information
change whether or not you're going to have any
guestions fromthe w tnesses today?

MR. MCCLURE: No, it does not,

M. Hearing Exam ner.

THE HEARI NG EXAM NER:  All right.
Thank you. Al right.

M. Holliday, if there's nothing -- are
there any other prelimnary matters before Ms. Hardy
presents her case?

MR. HOLLI DAY: None from Sil verback.
We're just here to preserve appellate rights and
observe.

THE HEARI NG EXAM NER:  Perfect.

Ms. Hardy?

M5. HARDY: Thank you. Are you ready
for me to proceed?

THE HEARI NG EXAM NER:  Yes, pl ease.

M5. HARDY: Okay. Thank you.
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Spur seeks an order pooling all
unconmm tted interest in the Yaso formation, underlying
a 320 acre, nore or |less, standard horizontal spacing
unit, conprised of the southwest corner of Section 27
and the southeast corner of Section 28, Township 19
Sout h, Range 25 East in Eddy County. That unit w |
be dedicated to the Live Oak 27-28 State Com 20H, 50H,
21H, 30H, and 70H well s.

In this case, we've provided our
exhi bit packet, which includes the conmpul sory pooling
checklist, the self-affirmed statenent of Landman
Scott Hartman, and the self-affirnmed statenent of
CGeol ogi st Matthew Van W e.

(Exhibit A and Exhibit B were narked

for identification.)

And both of those w tnesses have
previously testified and been qualified as experts in
their respective areas.

M. Hartman provi des the standard | and
exhi bits, the application, C-102s, plat of tracts,
wel | proposal and AFEs, and the chronol ogy of contact
with the pooled parties. The ownership information is
i ncluded in Exhibit A3, which identifies the interests
t hat are being pool ed.

M. Van We provides the standard
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geol ogy exhibits, which include a | ocation map, subsea
structure map, structural cross-section, gun barrel
di agram and wel | bore | ocation map.

Exhibit Cis ny notice affidavit, which
I ncl udes the sanple notice letter, the chart listing
the parties to whom notice was sent and the dates
returns were received.

(Exhi bit C was marked for

I dentification.)

And we did actually receive all of the
certified mail returns in this case, which seens to be
unusual these days. But we do have those, and we al so
publ i shed out of an abundance of cauti on.

So with that, unless there are
guestions, | would request that the exhibits be
admtted into the record, and that the case be taken
under advi senent.

THE HEARI NG EXAM NER:  Ckay.

"1l start with you, M. Holliday. Any
obj ecti ons?

MR. HOLLI DAY: None, M. Hearing
Exam ner.

THE HEARI NG EXAM NER:  All right.

Thank you.

Let me take a | ook at the exhibit
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packet that | just downl oaded. Okay. | have Exhibits
Al -- | have a checklist, which | don't think is
actually an exhibit, so let me -- | have Exhibits Al

t hrough A5, submitted with the affidavit of M. Scott
Hart man, who | see is with us today.

| al so have the exhibits in Tab B
M. Matthew Van We, along with his self-affirnmed
statenent and his Exhibits Bl through B5. And | see
Ms. Hardy's self-affirned statenent as Exhibit C and
her Exhibits Cl1 and CA4.

So |l wll admt those into evidence
today, and I wll turn to M. MClure. Are there any
questions?

MR. MCCLURE: M. Hearing Exam ner, |
do not have any questions for this case.

THE HEARI NG EXAM NER: COkay, perfect.

So M. Hartman and M. Van We, thank
you for -- is it Van We, Van We, |I'mnot sure -- but
t hank you for joining us today, and this case will be
t aken under advi senent.

We're off the record. Thank you.

(Wher eupon, at 8:39 a.m the

proceedi ng was concl uded.)
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CERTI FI CATE

I, JAMES COGSVELL, the officer before whom
the foregoing proceedi ngs were taken, do hereby
certify that any witness(es) in the foregoing
proceedi ngs, prior to testifying, were duly sworn;
that the proceedi ngs were recorded by ne and
thereafter reduced to typewiting by a qualified
transcriptionist; that said digital audio recording of
sai d proceedings are a true and accurate record to the
best of my know edge, skills, and ability; that I am
neither counsel for, related to, nor enployed by any
of the parties to the action in which this was taken;
and, further, that | amnot a relative or enployee of
any counsel or attorney enployed by the parties

hereto, nor financially or otherwise interested in the

outconme of this action. ;ﬁ;&;igV

JAMES COGSWELL

Notary Public in and for the

State of New Mexico
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CERTI FI CATE OF TRANSCRI BER

I, MOLLY BURTON, 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.

%W@W

MOLLY BURTON
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