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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 CALLED
BY THE O L CONSERVATI ON DI VI SI ON FOR
THE PURPOSE OF CONSI DERI NG

CASE NOS: 22973
APPLI CATI ON OF CATAMOUNT ENERGY PARTNERS, LLC,
FOR APPROVAL OF A NON- STANDARD HORI ZONTAL WELL
SPACI NG UNIT FOR A MULTI LATERAL VELL AND
COVPULSORY POOLI NG,
SAN JUAN AND RI O ARRI BA COUNTI ES, NEW MEXI CO.

REPORTER S TRANSCRI PT OF VI RTUAL PROCEEDI NGS
EXAM NER HEARI NG
AUGUST 4, 2022
SANTA FE, NEW MEXI CO

This matter came on for virtual hearing before
the New Mexico O | Conservation Division, HEARI NG OFFI CER
W LLI AM BRANCARD and TECHNI CAL EXAM NER JOHN GARCI A on
Thur sday, August 4, 2022, through the Webex Platform

Reported by: PAUL BACA PROFESSI ONAL COURT REPORTERS
500 Fourth Street, NW Suite 105
Al buquerque, NM 87102
505- 843- 9241
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APPEARANCES
For the Applicant:
M CHAEL FELDEWERT
HOLLAND & HART
110 North Guadal upe, Suite 1
Santa Fe, NM 87501
505-954- 7286
On Behal f of Owners:
M GUEL R SANCHEZ
8920 Cak Ridge Ct NE
Al buquer que, NM 87122
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HEARI NG EXAM NER BRANCARD: Are there
for case 229737
MR. SANCHEZ: M guel Sanchez here for

audi o) .

HEARI NG EXAM NER BRANCARD: GCkay. And then, M.

Fel dewert, are you representing the applicant?

MR. FELDEWERT: Yes, sir.

HEARI NG EXAM NER BRANCARD: |Is there anyone el se,

M. Sanchez? | know we had people attenpting to submt
prehearing statenments or entries of appearance. W had G eg
Santi st evan, Danny Qui ntana.

MR. SANCHEZ: [|'mnot sure. | did see those in

the filings, but I don't know those people.

HEARI NG EXAM NER BRANCARD: Okay. Are any of

t hose persons here?
(No audi bl e response.)

HEARI NG EXAM NER BRANCARD: All right.

Fel dewert, we can go ahead. This may take a little bit of

time. Are you willing to go forward?

MR. FELDEWERT: Yes, sir, if you're ready to go.

HEARI NG EXAM NER BRANCARD: Let's do it then.
Case 22973, Catanmount Energy Partners.
MR. FELDEVWERT: M. Exam ner, | renmenber during

the enactnment or prior to the enactnent of the horizontal

well rules, there was a |l ot of discussion anong the

peopl e here

(uncl ear

M.
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techni cal people about nultilateral horizontal wells.

And when we got to the hearing on
well rules, the Comm ssion ended up defining

hori zontal wells and issued rules governing t

under 19.15.16.15(B)(7) which is what we're operating under

here today.

And this application is the first

that seeks to create a spacing unit for these (unclear

audi o) |l ot of people would consider very effi

hori zontal wells.

We presented initially our package of exhibits in

a tinmely manner. \Wen | went through them

needed a little supplenentation, so we filed

package yesterday to add conpul sory pooling checklist, which

was i nadvertently left out, and additional information for

Exhibit A-3 which is the ownershi p breakdown.

| woul d encourage you at the beginning here to
take a | ook at Exhibit A-1. There -- it's conprised of
three different plats, and a picture is worth a thousand

words, and | |ike the second page of that exhibit which

shows the Navaj o Lake and the relationship it

application.

And you will see that this acreage is right
al ong -- just south of the Col orado, New Mexico state |ine.
And they seek to -- the conpany seeks to create in that pool
Page 4

t he hori zont al
mul til at er al

hem whi ch are

to ny know edge

ci ent

noticed that we

an anended

has to this

Paul Baca Professional Court Reporters
A Veritext Company

505.843.9241
WWWw.veritext.com



o 00~ wWDN

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

a non-standard spacing unit in the Fruitland Coal Gas for a
hori zontal well that's going to have three | aterals.

And if you look at -- I'm |l ooking at the second
page of Exhibit 1, and you will see that the, you will see
the surface whole there on the left, which is the bl ue
circle that's in the E/2 E/2 of Section 10, so it's off the
acreage at issue.

And then fromthere the | ateral reaches out into
Section 11; first take point is actually where that bl ue
circleis. And then following that first take point, the
three laterals then reach out into -- through the remi nder
of Section 11 and into Section 12.

What was interesting to me, and in the course of
doing that, | didn't realize this, the county line runs
ri ght along kind of inside the |ake, so there is a yellow
line there where you see the well bore crosses from San Juan
for all three laterals, cross from San Juan County into Ri o
Arriba County, so that's why we |isted both counties on our
appl i cation.

And they created this as a non-standard spaci ng
unit in the sense that it was going to be snmaller than what
it normally would be in utilizing the spacing applicable to
Fruitland Coal and Gas. And the reason that they have
excluded those three tracts down there in the SE/ 4 of

Section 12 is because they visited with BLM both the
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Farm ngton office and Santa Fe office, and it was uncl ear
when, if ever, the BLM was going to | ease that unl eased
federal |land and that portion of Section 12 that also
continues to the east of this area.

So we, we then provide notice of this hearing to
BLM because they are the only party affected by the
non- st andard spacing unit. Pooling is required here
because, as you can inmagine, this |land up here is very
conpl i cated due to previous condemati on proceedings. There
is also a | ot of unprobated estates, and then there are a
number of |ots that exist along the Navaj o Lake.

At the end of the day we seek to pool are
unl eased m neral owners and various estates, along with a
group of overriding royalty interest owners that are
hi ghli ghted at the end of Exhibit A-3, which should be page
25 of the 56-page PDF

And what you will see fromthat list is that
Cat ampbunt itself owns 56 percent of the working interest.
There is a nunmber of other working interest owners that have
voluntarily committed. | did the math real quick, and it's
roughly 82 percent are commtted. So all the remaining
owners that you see in red are the parties that the conpany
seeks to pool who own very small interests in this

non- st andard spaci ng unit.

Now, I'mglad M. Sanchez is here. | understand
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you work for Exxon and has filed a prehearing statenent in
this case and we will get to that in a mnute. But | also
want to alert you to the fact that there was one other owner
cont act ed Cat anount recently objecting to their devel opnent
pl an because her famly owns a fam |y conpound (uncl ear
audio). Her nane is Carla Clark. She is a highlighted
party that we seek to pool.

She is apparently a spokesperson for the famly.
Her address is of record for the acreage, so she received
notice of this hearing, and just, to be up front, she
i nfornmed Catanmpunt that the fam |y objected to the
devel opnent because there are too many wells in their
opi nion already surrounding her famly property.

M. Sanchez is here. He has filed his prehearing
statement. | took a |ook at that, and | understand from him
that they seek to ensure that the pooling order is |limted
to the Fruitland Coal Formation and ensure that the pool ed
owners have an opportunity to participate in the well upon
the i ssuance of the pooling order, both of which |I can
confirm M. Sanchez, and | think you could too,

M. Brancard, will be addressed and granted by the standard
| anguage in the pooling order.

| also saw that there were a nunber of e-mails in

the file that you kindly forwarded to ne yesterday

afternoon. My understanding is that -- understanding is
Page 7
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t hat both Danny Qui ntana who sent one of the e-mails and
Gregory Santi stevan who sent the second e-mail, they are all
heirs of Maria Dina Santistevan, who is one of the pool ed
parties, as is M. Quintana and M. Santi stevan.

As | read the e-mails, they express disagreenent
with the | ease terns. \What | take the neaning there,
M. Brancard, is that there has obviously been discussion
about the devel opnent plan with these parties, there's been
di scussi ons about voluntarily agreenents, both the JOA and
| eases. This has been going on for nonths now, at |east
since right before May, but they've just sinply been unable
to reach a voluntary agreenent.

So with that introduction, |I'mprepared to
qui ckly go through the exhibits that we have filed. W have
our package which contains the application of the conpul sory
pool i ng checkli st.

Exhibit Ais the self-affirmed statement of Ms.
Greer. She is a land -- senior |andman with the conpany.
She has previously testified before this Division. She
identifies the spacing unit that the conpany seeks to pool,
which is non-standard, and descri bes the devel opnent that
they are seeking to do here under the Navajo Lake with a
multilateral horizontal well.

We have already tal ked about Exhibit A-1.

Exhibit A-2 is the C-102s that we put together,
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and I don't know, M. Brancard, if you file an individual
C-102 for each lateral, or whether you file a C-102 -- one
C-102 that shows all three laterals. M. G eer has put
together a draft C-102 that contains all the information for
each individual lateral, but you will see that they share a
common surface | ocation, and they share a conmon portion of
the well bore until they diverged.

Exhibit A-3 is the information on the tracts that
are on there, and it starts with a tract map. And you w ||
see that Section 11 is pretty easy. There is a tract to the
north, and there is a tract to the south. 1In fact, there is
some existing vertical wells in the Fruitland Coal Gas Pool
that are dedicated to the N2 of Section 11 and the S/ 2 of
Section 11.

Those vertical wells are |located on the E/2 E/ 2
of Section 11, and we have sent out notice, Ms. G eer
testifies we sent out notice of the overlapping spacing
units to all the working interest owners and nobody has
obj ected to it.

And one of the reasons that we perforated, the
interval starts outside of the E/2 E/2 of Section 11 is in
part because of those existing vertical wells. W then --
she then provi des an ownership breakdown for each of the

t hese nunerous tracts, again highlighting the owners they

seek to pool. All of this culmnates in a sunmary of the
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owner shi p on Page 25 of this -- of this PDF, and in that
list, you will see a group of overriding royalty interest
owners that they seek to pool.

She provides as Exhibit A-4 the well proposal
| etter which doubles both as a well proposal letter and
notice of the overl apping spacing unit that is being created
here to accommodate this small tinme |ateral horizontal well.

And then Exhibit A-5 is the chronol ogy of
contacts. One thing | want to make note of before | forget
is that -- oh, the -- you will see in her affidavit a
couple of things. One, in Paragraph 10, she notes that
since the issuance of their initial well proposal letter,
the | ocation of that northern-nost |ateral was noved to the
south in the S/2 N2 equivalent of that irregular Section 12
in order to conply with the setbacks that apply to the Basin
Fruitland Coal Gas Pool .

The other thing of note in her affidavit is that
on Paragraph 14, they are requesting overhead rates of
$14,000 a nonth, and 1,400 a nonth while producing. | asked
her about that, and she testified in here that those costs
are consistent up here in the San Juan Basin wth what
Cat ambunt and ot her operators are charging in this area for
standard horizontal wells.

So while it's alittle different fromwhat you

see in the Perman, the testinony is that these are the
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rates that they are seeing up there for standard horizontal
wel | s.

She al so then confirms in Paragraph 15 that, yes,
there are a |l arge nunmber of parties that they seek to pool,
and sone of them they have been able to find address, and
sonme they have been unable to find addresses. But they
conducted, as part of this process, a diligent search of
public records in both counties. They consulted phone
directories, they engaged into conputer searches, they
di scussed with famly nmenbers trying to get tel ephone
nunbers.

So they have undertaken good faith efforts not
only to reach agreenent with those they have been able to
| ocate, but also to try to find these very small interest
owners, many of which are under unprobated estates.

Exhibit B, as in boy, is the statenent of Rusty
Kelly. He's a geologist with the conpany. This is the
first time he has testified before Division as a petrol eum
geol ogi st. He has provided his resunme, his credentials as
Cat ampbunt Exhibit B-1, and | believe they qualify himto
testify as an expert, M. Brancard, in petrol eum geol ogy.

Fromthere Exhibit B-2 is a structure map that
he's created that highlights the spacing unit, non-standard
spacing unit and again shows the general trajectory of the

multilateral horizontal well.
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B-3 is the exhibit that provides the |ocation of
the well logs in relation to the proposed spacing unit and
unifies to create a west to east cross section which |
believe is a stratigraphic cross section -- yes, a
stratigraphic cross section that is provided as Exhibit B-4.
When you bring it up, it comes up very big, so you can kind
of see it, but you can shrink it down and stay oriented
within that.

On that exhibit he identifies with a red dash
line the approxi mate | andi ng depth of each of the three
|aterals in the Basin Fruitland Coal Gas Pool .

Exhibit Cis ny affidavit providing -- indicating
notice was provided to the parties we have been able to
| ocate with the attached letter and provi des the update of
the status of delivery as of July 28 when we fil ed these
exhi bits.

| did see in there when | was there at the post
office, and I had the sane questions you had, M. Brancard,
| don't know what that nmeans. But because there was so nany
estates involved and parties we have been unable to | ocate,
Exhibit D as in David, is an affidavit of publication that
is directed by nanme to the parties they seek to pool and the
est at es.

And one was published tinmely in the San Juan

County, Farm ngton, Farm ngton Daily Times. And the second
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publication was tinely filed in Rio Arriba County in the R o
G ande Sun.

So with that, | would ask the adm ssion of
Cat anount Exhi bits A through D, as in David, and that the
matter be taken under advi senment.

HEARI NG EXAM NER BRANCARD: Thank you. Let me go
to M. Sanchez. Are you still on?

MR. SANCHEZ: Yes, | am

HEARI NG EXAM NER BRANCARD: Wbuld you like to
make sonme comments then for the record?

MR. SANCHEZ: The only comment | would neke is
that it's kind of (unclear audio) the parties that are
there, entries, and it's hard to characterize Catanount's
proposal to the small owners as (uncl ear audi o) given that
terns offered were much worse than if we proceeded to
conpul sory pooling.

So | don't think that there is an objective to go
beyond what we already have, which is 56 percent owned and
to engage in any sort of good faith negotiations.

HEARI NG EXAM NER BRANCARD: Thank you. M.
Garcia, questions?

TECHNI CAL EXAM NER GARCI A:  Yeah, | have a few.
Bear with ne one second, M. Feldewert.

| just wanted to see what 14,000 | ooked like on a

checklist. It's higher than what we're used to, so it's
Page 13
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.veritext.com



o 00~ wWDN

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

interesting to see it.

| guess I will start with the NSP portion. |'m
| ooking at -- before we -- can we take a | ook at the picture
of the lake. | was there two weekends ago. | guess ny

guestion is, as far as NSP goes, there's a | ot

confusi on on NSP because of the (unclear audio0)

my question is, in general, OCD's formal policy is when we
do NSP applications, whether they be adm n or hearing order
on process, if the straps surrounding the NSP are al so

noti ced and (unclear audio) | guess the question is, are

they -- | have been reading 19.15.15 and 19. 15.
19.15 -- just 4 and 15 all these tines for the

m nutes, basically the policy updates -- and if

citation I"'mreferring to, it's 19.15.15.11(B)(2) little

(b). And basically, you know, on our website
to |like the Purple Sage group, they are 320 bu

you noticed 160 acre spacing units. So | don't

Fruitland Coal's building block of nmenory, it's gas, so |I'm

assumng it's 160. So we would notice half of
acres out which north is Col orado. Notices get

vague with Col orado and Texas.

So | know you notified the people you were

reading off, which is BLM but | guess |'m cur

ot her people that surround this tract.

of | guess

but | guess

4 and
| ast few

you want the

t breaks down

| di ng bl ocks,

know t hat

that, 80

alittle

ous about the

MR. FELDEWERT: M. Garcia, |, first off, the
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good thing is the horizontal well rules have specific

| anguage dealing with these non-standard horizontal spacing
units. And when you | ook at those, those trunp any ot her
conflicting | anguage with the rules.

When you | ook at 19.15.16.15(B)(5), non-standard
hori zontal spacing unit, it talks about the adm nistrative
rule process, and it specifically states in subpart 5(B) as
in boy, the notice requirenents.

And what it says is that, in (B)(1), the affected
persons in all tracts that are excluded fromthe horizontal
spacing unit if the horizontal spacing unit would be
standard except for the exclusion of tracts, which is what
we have here.

Because what you will see is that they, the
normal spacing unit woul d enconpass all of Section 11 and
all of Section 12 because there are quarter sections, but
because we are making it smaller, the rule states you
provide notice to those that are being excluded, which here
woul d be only the BLMsince it's unl eased federal acreage.

The next portion of the rule says, it's the or,
and it says joined in all other cases. So in every other
case you give notice to the owners surrounding it. The tine
you don't is when you are naking it smaller than what it

woul d ot herw se be.

TECHNI CAL EXAM NER GARCIA: |'lIl have to | ook at
Page 15
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it. 19.15.16 -- what was it again?

MR. FELDEWERT: (B)(5)(B).

TECHNI CAL EXAM NER GARCI A: Most peopl e who ask
for NSPs operate are making them nmassive units as you're
awar e.

MR. FELDEWERT: | think nmost of what you have
seen and what | have presented is always trying to make it
| arger, right, so then that would fall under (B)(5)(B)
little (i)(2). That's where you have to give notice to

everybody around.

TECHNI CAL EXAM NER GARCIA: | will do ny reading,
and, you know, | obviously always have -- | always tel
(uncl ear audio) if | have any questions | will reach out to

you nore on it. (unclear audio) subject to question on ne

every day. That's a citation | will look into it further.
Compul sory pooling portion, | see there is a

vertical well -- yeah, | guess really the main question

is -- | mean, you answered it. It's just interesting, |

mean the testinony on it. So | guess in general that's al

the questions for now | will pass to M. Brancard and may

cone back, but | believe |I'm done for now.

| have one nore question actually, sorry. Does
anyone -- is anyone subject to notice as far as the |ake,
Bureau of Rec or anyone like that. Based on ny know edge,

Bureau of Rec tends to control waterways and et cetera, BLM
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Bureau of Rec, they are both federal entities, but different
agencies. Do you know if they are subject to notice?

MR. FELDEWERT: Matter of notice would go to the
owners of the mneral interests in the acreage. Looking at

the tract map on Exhibit A-1, the first page, it's apparent

that the -- the owners of the tracts of mnerals are
accounted for. | haven't exactly gone through the |ist, but
| don't recall seeing the -- what did you say, the bureau
of --

TECHNI CAL EXAM NER GARCI A: Recl amati on.

HEARI NG EXAM NER BRANCARD: | don't see them on
here which tells me that Bureau of Reclamation doesn't own
the m nerals.

TECHNI CAL EXAM NER GARCIA: |'m sure they don't.
They are typically water ways, |akes, rivers, they care
about rivers, |akes, you know. You know, you've done this
| onger than | have. This is ny first case with a | ake
i nvol ved, is why | ask.

MR. FELDEWERT: It's ny first case with a | ake
involved, too. | have dealt with towns and cities, but
never dealt with a | ake.

TECHNI CAL EXAM NER GARCIA: | nean, | go to this
| ake all the time (unclear audio) but I wll pass to
M. Brancard who is far nore know edgeable in this area than

| am so --
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HEARI NG EXAM NER BRANCARD: It's ny

case, too, and it makes ne nervous. M. Feldewert, do you

know t he depth of these wells, the lateral s?
MR. FELDEWERT: If you look at the,

Exhi bit B-4 would be a source of that, perhaps.

al so ook at the well proposal letter. Hold on a second.

HEARI NG EXAM NER BRANCARD: | | ooked at the

geol ogy exhibits and I kind of went --

MR. FELDEWERT: | do, too. Let me see here.

Look and see if the well proposal letter -- tot
depth, I'mlooking at -- | see the pilot hole,
at the laterals, estimated TVD 2712, | ooking at

29 -- 29.

HEARI NG EXAM NER BRANCARD: That's as deep as

t hey go, 27127

MR. FELDEWERT: That's what | gl ean

HEARI NG EXAM NER BRANCARD: That woul d be where

the lateral is.

MR. FELDEWERT: Yes.

HEARI NG EXAM NER BRANCARD: That's a | ot

shal | ower .

MR. FELDEWERT: | believe the vertical portion is

well away fromthe | ake.

HEARI NG EXAM NER BRANCARD: Ri ght.

woul dn't want to make any estinmates on the (uncl ear audi o)

first | ake

| believe the

You m ght

al vertica
| am | ooki ng

Page 28 or

from TVD.

And you
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which is vertical

MR. FELDEWERT: No. | got as nuch expertise as

you' ve got.

HEARI NG EXAM NER BRANCARD: Yeah, okay. So go
back to M. Garcia's question about non-standard spacing
units. Your statenment is that, if |I read this correctly,

' m | ooking at Page 12, and if we took those three

quarter-quarter sections there in the southeast,

added themto their spacing units, right, the three that are

excl uded - -

MR. FELDEWERT: | see them

HEARI NG EXAM NER BRANCARD: -- you woul d have a

standard spacing unit.
MR. FELDEVERT: Yes, because the Frui
is 320.

HEARI NG EXAM NER BRANCARD: No, it's

MR. FELDEWERT: It would be four 160s.

HEARI NG EXAM NER BRANCARD: Yeah. So then when

you have those three quarter-quarters in there,

have two standard horizontal spacing units, not one?

MR. FELDEWERT: Good question. | don't know how
far off that mddle lateral is, but I wll try,
M. Brancard, since it's the quarter section up there is

|l ess than the mddle lateral, which | think is

and we

tl and Coal

160.

woul dn't you

ateral one,

is sufficiently close to the half section, | think you are
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correct, and that's a N2 equivalent and then a S/ 2.

HEARI NG EXAM NER BRANCARD: Your application does
not describe that well as a proximty well.

MR. FELDEWERT: Correct.

HEARI NG EXAM NER BRANCARD: But | | ooked at it,
your first take point could be proximty, but your |ast take
point is not, so it wouldn't take nmuch to turn that into a
proximty well.

MR. FELDEVERT: |'m not a geol ogist, but ']l
visit with themand clearly they chose this spacing for a
reason.

HEARI NG EXAM NER BRANCARD: Because, otherw se,
the addition of that N2 into your spacing unit, instead of
a second reason for making this a non-standard, in other
words, maeking it an oversized non-standard spacing unit
whi ch woul d trigger the notice to all surrounding parcels.

Unl ess, of course, you kind of step back and sort
of refigure this to apply to be one large standard with a
proximty well. | don't want to give you suggestions, but I
will let John give you suggestions.

So at this point you basically have, from ny
perspective, you should have two causes of a non-standard,

t hi ngs you are | eaving out and things you are addi ng on,
which, to ny perspective reading the rule, would trigger

both notice requirenents.
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As | discussed with Ms. Vance in the prior case,
don't worry about the lots. You mght want to roll that one
over, be right up front with you, M. Feldewert, we may end
up continuing this case anyway because there is a | ot going
on here, so you may want to consider whether you want to
make sonme changes.

The other big issue, obviously, is the nore
peopl e you are pooling, a |lot of people, and as | -- |
menti oned to soneone earlier, the nore people you pool the
nore evi dence you have to provide. |It's one of those
mat hemati cal things. And you have a fair nunmber unlocatable
parties here, so, you know, followng with what we tal ked
about in other cases today, | would look first at -- let ne
see, go to Page 33.

MR. FELDEWERT: You're on the chronol ogy?

HEARI NG EXAM NER BRANCARD: Yeah, yeah. You are
going to have to have a | ot nore detail.

MR. FELDEVERT: | will speak with our (unclear
audi 0)

HEARI NG EXAM NER BRANCARD: Okay. And on Number
3, it says 24 packages have been returned unl ocat abl e.

Pl ease, provide that kind of -- you know, when sonething is
unl ocatable, that's triggering, you know, notice, due
process issues here. So the nore detail your fol ks can

provi de about the efforts they nade to | ocate people by
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addi ti onal addresses, we tried that, that didn't work, we
cal l ed sonmebody, that didn't work. Great. |I'msure it
seens tedious to them but they did all of this work, |
assune, and so they can docunent it, | assune.

MR. FELDEWERT: M. Brancard, |let ne ask you
about that. So |I don't disagree, nunber one. Nunber two,
there is a couple of ways you go about it. | nean, they
woul d identify each and di scuss the effort for each, or are
they allowed to aggregate? How do you want to see it?

HEARI NG EXAM NER BRANCARD: Yeah, and there's
been evidence fromtoday's cases, there have been a couple
of good exanples. | think COG did a nice job in one. Sone
of them actually did, in situations that are simlar to
yours where there are groups of people, like heirs of so and
SO0, you can aggregate, you know, those conversations.
Because there probably were, you tried to conmunicate with
one person, conmunicate with one person to reach a nunber of
peopl e.

MR. FELDEWERT: Right.

HEARI NG EXAM NER BRANCARD: So that's totally
reasonable. And in fact, that's a great thing if you can
use one party to try to communi cate with another party you
can't reach, sure, it's all hel pful

MR. FELDEVERT: Yup. Got it.

HEARI NG EXAM NER BRANCARD: So that would be sort
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of my concern there with that. Just curious, do you know
whose surface you're on for the surface hole |ocation?
(uncl ear audi o)

MR. FELDEWERT: | don't know off the top of ny
head, but | think Ms. Greer is here, she may know.

HEARI NG EXAM NER BRANCARD: | don't know whet her
there are little subdivisions out in that area or --

M5. GREER: Yes, we have a surface agreenent from
(uncl ear audi o) that are out there.

HEARI NG EXAM NER BRANCARD: Coul d you identify
yoursel f for the record.

M5. GREER: Denise Greer, Catanount Energy.

HEARI NG EXAM NER BRANCARD: That's what | was
thinking. | was assum ng that the governmental interest
here is largely along the shoreline of the lake in terns of
recreation, et cetera, controlling use.

M5. GREER: It's would all be mnerals in our
spaci ng unit.

HEARI NG EXAM NER BRANCARD: All right.

MS. GREER: | would like to address the question
about of fset owners.

HEARI NG EXAM NER BRANCARD: Hang on. Let ne
first -- raise your right hand. Do you solemly swear the
testinmony you are about to give is the truth and nothing but

the truth?
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MS. GREER: | do.

HEARI NG EXAM NER BRANCARD: And can you identify
who you are and what your title and responsibility is.

M5. GREER: Denise Geer, senior |andman wth
Cat ampunt Ener gy.

HEARI NG EXAM NER BRANCARD: Thank you.

MS. GREER: | did want to say that the offsetting
owners, offsetting operators are in our well, but have
elected to participate in the well.

HEARI NG EXAM NER BRANCARD: Offsetting as in --

MS. GREER: There was a question about --

HEARI NG EXAM NER BRANCARD: \Which direction?

M5. GREER: All directions -- well, every
direction except to the east, which is the BLM and the BLM
was notified.

HEARI NG EXAM NER BRANCARD: Gkay. So to the
south and to the west and Col orado?

MS. GREER  And Col or ado.

HEARI NG EXAM NER BRANCARD: Gkay. \Who is the
name of the entity again.

M5. GREER:. Morning Star is the operator to the
north and south, and Sinco LLC is the operator to the west.

HEARI NG EXAM NER BRANCARD: Ckay. Okay. Thank
you. That may sol ve part of your problem M. Feldewert.

MR. FELDEWERT: Well, that's good to hear.
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M5. GREER: | think you had a question about
fracking. |If you want that answer, our geologist is on the
i ne and coul d probably answer that quickly for you.

HEARI NG EXAM NER BRANCARD: | think that's fine.
That was just a theoretical question nore than anything
el se.

MS. GREER:  Okay.

HEARI NG EXAM NER BRANCARD: All right.

M. Garcia, back to you then. Have further questions now

conme up for you?

TECHNI CAL EXAM NER GARCIA: | believe I'mstil
okay.

HEARI NG EXAM NER BRANCARD: All right. Was there
anything you would like to see fromthe operator -- the

applicant? Sorry.

TECHNI CAL EXAM NER GARCI A: Ot her than your -- |
guess it depends. |If like -- the only thing | see
outstanding right now would be, | guess, is the contacts,
thi ngs you used. As far as everything else, | think it's
fine the way it is. [|I'mdefinitely going to do nore view ng
of the exhibits for sure. | think we need nore detail in
the exhibit packet of effort to contact that you requested.

MR. FELDEWERT: | have that on ny list to update
and provide nore detail on the chronol ogy of contacts.

TECHNI CAL EXAM NER GARCI A: As far as maps, one

Page 25

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



o 00~ wWDN

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

or two, | think we're fine.
MR. FELDEWERT: Yeah. And | also
sure how to do the compul sory pooling checkli

go with the format on the C-102s and see t hat

information for each individual |ateral, even though it wll

be, under the Division's rules, a well, a nul

hori zontal well dedicated to a single spacing unit.

TECHNI CAL EXAM NER GARCI A: | don'
formati on (uncl ear audi o).

MR. FELDEWERT: Yes.

TECHNI CAL EXAM NER GARCI A: | don’
formati on or anything (unclear audio) really
big thing for ne is formation (uncl ear audi o)

have a Bone Spring and Wl fcanp (uncl ear audi

MR. FELDEWERT: In fact, we dedicated the spacing

unit to the (unclear audio) nultilateral hori
pool s.

TECHNI CAL EXAM NER GARCI A:  Yeah,
fine though. You know, after | look into it
anything, | will reach out to you.

HEARI NG EXAM NER BRANCARD: Yeabh,

gl ance back to the nultilateral well section,

treated |li ke separate wells in ternms of how you fill out the

forns, et cetera, and C-102, and | think that

do.

wasn't quite
st, so we just
we listed the

tilateral

t think the

t think the
formation. The
I mean if you
0).

zontal well

I think that's

more if there's

when | first

it's kind of

was hel pful to
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Al right. Here's what | propose, M. Feldewert,
that we continue this case to Septenber 1, and in the
meanwhile | will leave it up to you how you would like to
resol ve the non-standard spacing unit question since you
have several options here, you can treat it as one big
non-standard spacing unit with two reasons to be
non-standard, too small and too |arge --

MR. FELDEWERT: Okay.

HEARI NG EXAM NER BRANCARD: -- which would
trigger the notice issues, the offsetting notice issues. O
you can try to make it one non-standard spacing unit with a
proximty well, or you can nmake it one standard spacing unit
and one non-standard spacing unit, but you m ght need to
(uncl ear audi o) the application.

MR. FELDEWERT: Since | believe the geol ogi st and
the engi neers want to keep the |ocations where they are, the
application and the notice that was provided was al so
approval of the non-standard spacing unit, so -- and the
testinony has been that the only affected -- all the
af fected parties that have joined the non-standard spacing
unit have then received notice of the application, so |
t hi nk we are covered.

HEARI NG EXAM NER BRANCARD: That's one of your
options.

MR. FELDEWERT: Okay, okay.
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HEARI NG EXAM NER BRANCARD: Is to treat it as a
non- st andard spacing unit for two reasons.

MR. FELDEWERT: Yes.

HEARI NG EXAM NER BRANCARD: Too small here, too
| arge there.

MR. FELDEWERT: That's right.

HEARI NG EXAM NER BRANCARD: That sinply triggers
the notice issue you just nmentioned.

MR. FELDEVERT: Which | think we are covered.

HEARI NG EXAM NER BRANCARD: You just need to
docunent that then.

MR. FELDEWERT: Docunent by an affidavit?

HEARI NG EXAM NER BRANCARD: Yes.

TECHNI CAL EXAM NER GARCI A: They call them
wai vers where they |ike waive the 20-day notice period if
they're okay with it. It's a |egal process.

MR. FELDEWERT: Got it, | gotcha.

HEARI NG EXAM NER BRANCARD: So in addition we
need a nore detailed discussion of the sunmary of
communi cations, and that is, A, comunications you actually
had with persons, and, B, attenpts to |ocate what appear to
be unl ocatabl e parties, what efforts did your client go

through trying to track down addresses, et cetera, of

peopl e.
MR. FELDEWERT: Got it. Can we -- is there a
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chance --

suppl enent

Do we have to continue it, because |I think the conpany was

trying to fit this into a drilling schedule.

HEARI NG EXAM NER BRANCARD: Aren't they all.

MR. FELDEWERT: Well --

HEARI NG EXAM NER BRANCARD: It's not the first
time we have heard that. | think, you know, it's going to

take a lit

little bit

cases we have a bit of a backlog right now in orders that he

is diligently working his way through.

weeks woul d give your client nore time to sort of reduce the
number of unconmitted parties, to perhaps work it out.
HEARI NG EXAM NER BRANCARD: Ckay. So anything
else, M. Garcia, that you wanted to hear from --
TECHNI CAL EXAM NER GARCI A: I don't believe so.
HEARI NG EXAM NER BRANCARD: All right. All
right. So this case then will be continued to the Septenber
1 docket. If you can file a continuance, that would be
great, M. Feldewert.

those are two things we need to do. Can we just

the record and you can take it under advi senent?

tle time to draft your order anyway because this a

unusual, and as M. Garcia indicated in other

So I'"'malso hoping that this time frame of four

MR. FELDEWERT: W/ | do.
HEARI NG EXAM NER BRANCARD: Thank you.

MR. FELDEWERT: Thank you. It's a very
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i nteresting case.

HEARI NG EXAM NER BRANCARD: It is.

MR. SANCHEZ: Can | just ask one question?

HEARI NG EXAM NER BRANCARD:  Sur e.

MR. SANCHEZ: The input given by the two parties
via e-mail regarding a contract on these terns, is that
going to be a consideration in the order.

HEARI NG EXAM NER BRANCARD: You know,

M. Sanchez, we don't -- in these conpul sory pooling cases,
we don't tend to get involved with negotiations between the
parties, the applicants and other interest owners, so it's
unli kely. You know, we appreciate those issues, and this is
not a bad tinme to raise the issues and continue to push the
issues with the applicant and get the best deal you can get,
we certainly understand that, but that's sort of the short
answer to that.

MR. FELDEWERT: Let nme say this, M. Sanchez -- |
think M. Brancard can confirmthis -- first off, the
pooling order will be limted to the Fruitland Coal Gas,
that's the way they are witten. And secondly, when you see
200 percent risk penalties, cost plus 200 percent, which is
t he equival ent of what you customarily see is a 300 percent
risk penalty in a JOA. So | hope that's --

MR. SANCHEZ: COkay. Well, one the applicants had

rai sed concerns with the | ease terns beyond those agai nst
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what he considered a standard terms. And so | think, you
know, there is very little ability to negotiate especially
once the order gets placed to negotiate any of those terns.

| don't know the terns that have been offered across all the
parties are the sane as the terns being offered to the

remai ning parties, that's not clear to ne.

Because | see a | ot of conmunications with
negotiations but it's not, it's not well understood what,
what you can actually do once a (unclear audio) has his
m ni mum acr eage aligned, which you have basics, you already
got 60 percent of the ownership.

MR. FELDEVERT: | will have Ms. Greer reach out
to you after the hearing and you guys can have sone
di scussi on about that. |Is that okay?

MR. SANCHEZ: Thank you.

HEARI NG EXAM NER BRANCARD: Thank you. That w ||
give you a little nore tine for people to negotiate --

MR. FELDEWVERT: Okay.

HEARI NG EXAM NER BRANCARD: -- before we enter an
order.

(Conti nued.)

Page 31

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



© 00 ~N oo o A~ w NP

I e e T = = T =
o ~N o U A~ W N B O

19
20
21
22
23
24
25
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of those proceedings to the best of ny ability.

| FURTHER CERTI FY that | am neither enployed by
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