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HEARI NG OFFI CER BRANCARD: Good nor ni ng.
It is Septenber 1, 2022. This is the hearings of the

New Mexico O | Conservation Division. MW nane is Bil

Brancard, | amthe hearing exan ner today.
hopefully is M. Dean McClure, the technical

Are you there, M. MC ure?

MR. MCCLURE: Yes, M. Brancard, | am [|'m
still getting my canera set up, but I'm here.

HEARI NG OFFI CER BRANCARD: As al ways,

t oday' s worksheet is posted on the Website. There are
73 cases |isted today, we will go through the first
two-thirds pretty quickly though.

Announcenents. If you all are not aware, we now

have sonme new rules in place for the New Mexico Ol
Conservation Division. W have anmendnents to Parts 2

and 7 of our rules and they affect these proceedi ngs and

they affect your clients because, No. 1, as

practice and is now the requirenent, every filing nust

be made el ectronically, so don't bother showi ng up at

our door with pieces of paper. But nost of
al ready doing this, so this should not be a
for you all, but this is now a requirenent,

i ncludes any references in other rules that

shall file with the district office, now neans thou

shall file electronically. So please be aware of these

Wth nme

exam ner.

has been the

you are
bi g change
whi ch

say thou
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changes to Parts 2 and 7.

More of an imedi ate inport to the people
practicing before the division is the change to Rule
19152.7C. There is a new definition of certified mai
or certified mail return receipt requested. It reads,
"Meani ngs, the United States Postal Service certified
mai | or equival ent service that provides tracking and
signature receipt including Federal Express, United
Parcel Service or simlar courier service."

So in providing notice for these hearings you no
| onger are required to use the United States Postal
Service certified mail. You can use other services as
| ong as they provide the tracking and signature receipt.
I n other words, you have to provide the sane set of
docunent ati on as you' ve been providing, but you can use
a different service. And those rules are nowin effect.
Thank you.

And with that, M. MCure, do you have any

ot her announcenents? Hearing none, we will nove to our
cases. And we will start with itenms 1 through 9, these
are status conferences and these will be cases 21361,

21362, 21363, 21364, 21393, 21394, 21489, 21490, 21491.
And we'll start off with Mewbourne G| Conpany.
MS. HARDY: Good norning, M. Exam ner.

Dana Hardy with the Sante Fe office of Hi nkle Shanor on
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behal f of Mewbour ne.

HEARI NG OFFI CER BRANCARD: Thank you.
Ascent Energy.

MR. SAVAGE: Good norning, M. Exan ner.
Darin Savage of Abadie & Schill's Santa Fe office on
behal f of Matador Production Conpany, successor to
Ascent Energy.

HEARI NG OFFI CER BRANCARD: And then we have
Apache Cor porati on.

MS. BENNETT: Deana Bennett on behal f of
Apache Corporation and I'"'mw th Mdrall Sperling.

HEARI NG OFFI CER BRANCARD: Thank you. We
have a few other entries here. Colgate Operating.

M5. SHAHEEN: Good norning, everyone.
Sharon Shaheen, Montgonmery & Andrews, on behal f of
Col gate Operati ng.

HEARI NG OFFI CER BRANCARD: All right.
have an entry for EOG Resources.

MR. PADI LLA: M. Exam ner, Ernest Padilla
for EOG W're only nmonitoring this case, so. These
cases | shoul d say.

HEARI NG OFFI CER BRANCARD: ©h, thank you.
Jal apeno Corporation. All right. Hearing none, then
let's start off | guess with Ms. Hardy. | think this, |

think I counted this is our fifth status conference this
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year for this group of cases which was sem renmanded
fromthe conm ssion to try to work things out anong
conpeting cases to make the comm ssion's life easier |
guess. \Where are we?

M5. HARDY: M. Exam ner, the parties are
tal king and are working on agreenents in an effort to
get these matters resolved. So we would actually
request that the division set the cases for another
status conference. And |I've talked to the parties and
we' ve tal ked about the October 20th docket, that's what
we woul d propose to give them sone nore time to, to
resolve these matters.

HEARI NG OFFI CER BRANCARD: Al l right.
We'll go around the table then. Matador, are you okay
with this?

MR. SAVAGE: M. Exam ner, we are, we agree
with that.

HEARI NG OFFI CER BRANCARD: Apache?

MS. BENNETT: Yes, we agree. Thank you,
M. Exam ner.

HEARI NG OFFI CER BRANCARD: All right. Any
comrents from Col gat e?

MS. SHAHEEN: No, M. Exani ner, Col gate

t akes no position.

HEARI NG OFFI CER BRANCARD: | assune you're
Page 8
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okay, M. Padilla?

MR. PADI LLA: ['mfine.

HEARI NG OFFI CER BRANCARD: Excellent. All
right. So with that, cases 21361, 362, 363, 364 and
393, 394, 489, 490 and 491 are set for a status
conference on October 20. And I will issue sone sort of
pi ece of paper of the scheduling order.

MS. HARDY: Thank you

MR. SAVAGE: Thank you.

MS. BENNETT: Thank you.

HEARI NG OFFI CER BRANCARD: All right. Wth
that, I'mcalling itenms 10 through 20 on our docket
today, these are cases 22211, 22212, 22213, 22214,
22215, 22216, 22217, 22218, and then 22298, 22299 and
22300. Matador Production Conpany.

MR. BRUCE: M. Exam ner, Jim Bruce
representing Matador.

HEARI NG OFFI CER BRANCARD: Ckay. COG
Oper ati ng.

M5. HARDY: M. Exam ner, Dana Hardy for
COG Operati ng.

HEARI NG OFFI CER BRANCARD: All right.
have sonme other entries here. Advanced Energy
Part ners.

M5. HARDY: Dana Hardy for Advanced Energy
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Partners as well.

HEARI NG OFFI CER BRANCARD: And | think we
have -- well, no, | think that's it. Any other
interested persons then in cases 22211, 12, 13, 14, 15,
16, 17, 18 and 98, 99 and 300? Hearing none, |'ll start
with you, M. Bruce.

MR. BRUCE: M. Exam ner, these have been
pending quite a while. [|'mnot sure of the status. And
maybe Ms. Hardy could help ne on the status of
di scussi ons between the parties, and so | would defer to
her at this point. | imagine whether it's for another
status conference or a hearing, it probably wll have to
be ki cked down the road a coupl e nonths.

HEARI NG OFFI CER BRANCARD: Ms. Hardy.

MS. HARDY: M. Exam ner, COG and Matador
are in negotiations, they're still working on an
agreenent. So | think at this point we would like to
set the cases for a, for a contested hearing and
hopefully these matters are resolved by then and the
cases can be uncontested or dism ssed. But at this
point | think we'd like to do that in the interest of
time.

HEARI NG OFFI CER BRANCARD: Okay. |If you'd
li ke a contested hearing, you have to pick a date in

Novenber, 3 or 17.
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MS. HARDY: | woul d propos

HEARI NG OFFI CER BRANCARD:
Bruce?

MR. BRUCE: Fine with ne,

HEARI NG OFFI CER BRANCARD:
ot her, again, once again, any other int
in these cases? Hearing none, they wl
hearing on Novenber 3 and | wll issue
anmended prehearing order. | think we d
a prehearing order back |last year in th

M5. HARDY: Thank you.

HEARI NG OFFI CER BRANCARD:
everyone. All right. Wth that, | am
t hrough 28, and these woul d be cases 22
22425, 22426 and 22496, 22497, 22498 an
start with Mewbourne GO | Conpany.

MR. BRUCE: M. Exam ner,
representi ng Mewbour ne.

HEARI NG OFFI CER BRANCARD:
then | have Matador Production Conpany.

MR. FELDEWERT: Good norn
and M. MClure. M chael Feldewert fro

office of Holland & Hart.

e November 3.
Ckay. M.

M. Exam ner.

Al right. Any
erested persons
| be set for
| guess an
i d one of those,

ese cases.

Thank you,

on itenms 21

423, 22424,

d 22499. Let's

Ji m Bruce

Thank you. And

ng, M. Exani ner

m t he Santa Fe

HEARI NG OFFI CER BRANCARD: Thank you. |
have an entry from Col gate Operati ng.
Page 11
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MS. BENNETT: Good norning. Deana Bennett
from Modrall Sperling on behalf of Col gate.

HEARI NG OFFI CER BRANCARD: Thank you. And
| also have an entry in sone of these cases from
Jal apeno Corporation. Hearing none, any other
i nterested persons in cases 22423, 24, 25, 26, 96, 97,
98, 99? Hearing none, let nme start with M. Feldewert.

MR. FELDEWERT: M. Brancard, first | thank
you, if we were in a hearing roomyou probably would
have heard a round of applause with your announcenent
that we no | onger have to use the U S. Postal Service,
so thank you for that.

HEARI NG OFFI CER BRANCARD: Well, you can
t hank the division's attorneys who have their own
frustrations and came up with the idea.

MR. FELDEWERT: Yep, great idea. This set
of cases as | understand it actually has been wrapped up
in some resolution discussions that include the next set
of cases that | think you' re going to call, I'mnot sure
we need to call themright now But just to give you a
little background, the parties have been in sonme
extensive di scussions. M understanding is that at
| east ny client desires to continue those discussions,
but I'm not sure exactly where they stand or what

Mewbourne's position is about, you know, expending
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additional tinme or how Mewbourne wants to proceed here,
so I'"'mgoing to punt to M. Bruce.

MR. BRUCE: M. Exam ner, they are in
di scussions as M. Feldewert said with a nunber of other
cases and they wish to continue the discussions.
think they're being relatively close, but if not, maybe
set them set themall for a contested hearing in
November .

HEARI NG OFFI CER BRANCARD: Ckay. M.
Bruce, you indicated in your filings for the foll ow ng
cases 22429 through 434 that they were connected with
anot her set of cases, which | guessed was this set of
cases. Do you want them all |unped together or how
woul d we --

MR. BRUCE: | think they're al
intertwi ned, aren't they, M ke?

MR. FELDEWERT: That's ny under st andi ng,
yes. In other words, the resolution discussions involve
acreage that's involved, that is at issue under this,
these two sets of cases. They are different areas and
for purposes of, you know, proceeding | think you're
correct, we've got themcorrectly aggregated on your
schedule so far, M. Brancard.

HEARI NG OFFI CER BRANCARD: Ckay. So

question is, status conference or contested hearing?
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MR. FELDEWERT: | vote a status conference.

HEARI NG OFFI CER BRANCARD: M. Bruce?

MR. BRUCE: Well, if it's a status
conference |'d probably prefer one in a nonth and a
hal f.

HEARI NG OFFI CER BRANCARD: W could do
t hat .

MR. BRUCE: Rather than Novenber.

HEARI NG OFFI CER BRANCARD: Yes, we can do a
status conference sooner than a hearing.

MR. BRUCE: Then |I would prefer that.

MR. FELDEWERT: That nakes sense to nme, M.
Brancard.

HEARI NG OFFI CER BRANCARD: All right. So
et me just ask then, are there any other interested --
| will call then cases 22429, 22430, 22431, 22432, 22433
and 22434 because | believe there are sonme other parties
involved in those cases. Let's start with COG
Oper ati ng.

MS. MUNDS- DRY: Good norning, M. Exam ner.
This is OCcean Munds-Dry with COG Operating.

HEARI NG OFFI CER BRANCARD: All right. Do
you have any objection to these cases being continued to
a future status conference?

M5. MUNDS- DRY: No objection. Thank you.
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HEARI NG OFFI CER BRANCARD: EOG Resources
and MRC Perm an.

MR. FELDEVERT: M. Exam ner, that would be
M chael Feldewert with the Santa Fe office of Holland &
Hart. I'mjust, | am | ooking, since you' ve junped
ahead, the Sinon Camamle wells are actually the ones
that conpete with the M nposa Ridge wells, which is the
cases you just announced, so those would be cases 35 to
40.

HEARI NG OFFI CER BRANCARD: Okay. So we're
not conbining this then with the next set of cases.

MR. FELDEWERT: And | may have confused
you, | apol ogi ze.

HEARI NG OFFI CER BRANCARD: Yes, | think
you're right.

MR. FELDEWERT: The M npsa Ri dge cases
could be with the Sinon Camani |l e cases, but again, al
of the discussions for resolution involve the acreage
t hat was at issue under what | call both sets of cases,
the Iron Island and then the M npsa Ri dge and the Sinon
Camani | e.

HEARI NG OFFI CER BRANCARD: All right.
Well, let's just, first let's start off by setting cases
22423, 424, 425, 426, 496, 497, 498, 499 as a status

conference on October 20th, all right. And then now
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let's ook at the next set of cases, which | think
you're right, those are nore connected with the 292,
with cases itens 35 through 40, that would be cases
22912, 22913, 22914, 22915, 22916 and 22917. Again, we
have Mat ador Production, Mewbourne G| Conpany and COG
So start us out with that, M. Fel dewert.

MR. FELDEWERT: It would be a repeat of
what | just said, and that is the parties are in
di scussi ons, ny understandi ng they are conti nui ng
di scussi ons, they involve, you know, various sets of
acreage. | would suggest that we match these cases with
t he status conference for the prior set of cases on
Oct ober 20t h.

HEARI NG OFFI CER BRANCARD: Ckay. Now woul d
you be okay if we issued one order for the entire set of
cases | just announced, 29 through 407

MR. FELDEWERT: My suggestion, it's just a
suggestion, is to keep them separate because they do
i nvol ve separate acreage and | believe there may be
different parties, for exanple, involved as a result
since they're separate acreage.

HEARI NG OFFI CER BRANCARD: Yeah, EOG i s
i nvolved in one set.

MR. FELDEWERT: Yeah. And, for exanple,

Jal apeno is involved in the prior case set. So | would
Page 16
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keep them | would not aggregate them all under one
order.

HEARI NG OFFI CER BRANCARD: Ckay. So, M.
Bruce, the proposal then for cases 22429 through 434
woul d be a status conference on October 20th. These are
the M npsa Ri dge cases.

MR. BRUCE: The M npsa Ri dge, okay.

MR. FELDEVERT: Which would include, M.
Brancard, the Sinmon Camam |l e, right?

HEARI NG OFFI CER BRANCARD: Well, that's
what I'mtrying to figure out, whether we would want to
conbi ne.

MR. FELDEWERT: Yes, yes, yes.

HEARI NG OFFI CER BRANCARD: Okay. So you do
want to conbine with the 912 et cetera cases Sinon
Camam | e?

MR. FELDEVERT: Yes, sir.

HEARI NG OFFI CER BRANCARD: Ckay. | s that
okay, M. Bruce?

MR. BRUCE: Yes, that's fine.

HEARI NG OFFI CER BRANCARD: Ms. Munds-Dry?

MS. MJNDS- DRY: Yes. Thank you.

HEARI NG OFFI CER BRANCARD: All right. So |
think I figured this out, let ne just announce it.

22429, 430, 431, 432, 433 and 434 conbined with cases
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22912, 913, 914, 915, 916, 917 will have a status
conference on October 20th and I will try to figure out
an order that conbines all of that.

MR. FELDEWERT: And just to be doubly
clear, M. Brancard, the Sinon Canmani|l e cases you see on
t his docket involve what would be known as the south
hal f acreage. There's another set of Sinmon Camam | e
wel s that involve that north half acreage which is a
series of those lots that we are dealing with, those are
actually on the next docket. So since they're al
related, if you wanted to be extrenely efficient you
coul d nove those cases, you can conbi ne those cases with
the, with these for the status conference on
Oct ober 20t h.

HEARI NG OFFI CER BRANCARD: | woul d suggest
you file a nmotion for continuance and include in it a
provi sion that they be added to the order.

MR. FELDEWERT: | will do that. Thank you.

HEARI NG OFFI CER BRANCARD: All right. W
are now on item 41 and 42, these would be cases -- any
comments on these before | |leave then? | don't want to
cut off anyone's great ideas here. Hearing none, let's
nove to itens 41 and 42, case Nos. 22971, 22972. Fae ||
Oper ati ng.

M5. HARDY: M. Exam ner, Dana Hardy with
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H nkl e Shanor on behalf of Fae Il Operating.

HEARI NG OFFI CER BRANCARD: All right. And
you have attracted a crowd here. We have Apache
Corporation, | think this is all being represented by
the same law firm Apache Corporation, Chevron USA, COG
Ol & Gas, Citation Ol & Gas, Oxy USA.

MR. FELDEWERT: M. Exam ner, M chael
Fel dewert with the Santa Fe office of Holland & Hart
appearing on behalf of those conpanies. In addition, I
| ooked at the file, we also appear for XTO Energy, Inc.

HEARI NG OFFI CER BRANCARD: All right. So
you are, all those conpanies | just |listed, M.

Fel dewert, you are representing?

MR. FELDEVERT: Yes, sir.

HEARI NG OFFI CER BRANCARD: Thank you. Are
there any other interested persons then for cases 22971,
229727 COkay. So we have objections to these cases
nmovi ng forward by affidavit, so we need to set up a
contested hearing, is that correct, Ms. Hardy?

MS. HARDY: M. Exam ner, there's actually
a threshold legal issue that we feel needs to be
addressed. And |'ve talked to M. Feldewert about this
and he agrees. This is a statutory unit, at |east case
22971 involves a statutory unit and then 22972 is the

injection application that relates to it.
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And the issue is whether an operator nust have
75 percent approval of a nultiphase allocation formula
to obtain approval under the Statutory Unitization Act.
And what we would like to do if it's acceptable to the
division is brief that issue. W would very nuch |ike
to have a decision on it before having a hearing because
the answer will inpact whether we can go forward with
t he hearing.

HEARI NG OFFI CER BRANCARD: Ckay. So, M.

Fel dewert, would it be fair to say that your clients
woul d ook to dismss this application for failure to

have 75 percent?

MR. FELDEWERT: |'mnot sure the, the
dism ssal, | nean, that would be, that would be a
potential option. [|'mnot sure what, and no none seens
to know what they nean by 75 of a, and |I'll quote what |

believe Ms. Hardy just said, a nultiphase allocation
formula, |I'mnot sure what that neans.

My understanding is that what Fae has done here
is that they have asked the division to statutorily
unitize a geographic area, but taken the position that
they want to develop this in phases, | don't know if
there's |like a phase 1, phase 2 and phase 3, and they
have their phase 1 area, their phase 1 devel opment which

| believe is a subarea of the unitized area. And they
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said, well, all we need is 75 percent of our phase 1
area, which just happens to correspond where they have
nost of their interest.

As | read, as ny clients and | read the statute,
the statute requires that they have a 75 percent
vol untary approval for the unitized area that they seek
to unitize. That as | understand it is the debate. And
| agree with Ms. Hardy, we did discuss this, it makes
sense to brief that before the division entertains al
of the other issues that have been raised by ny clients
with Fae's approach, but this is a nice little juicy
| egal issue for the division that is really a threshold
matter because | don't think Fae wants to go forward, or
is not sure if they can go forward if indeed they have
to obtain voluntary approval to reach the 75 percent
threshold for the entire unit area that they have
pr oposed.

M5. HARDY: | do have one clarification,
M . Exam ner.

HEARI NG OFFI CER BRANCARD: Pl ease.

MS. HARDY: So they actually have approved,
they are seeking approval of one unit area. The, the
mul ti pl e phases relate to the allocations of cost and
revenues. And the BLM had required Fae to use a

mul ti phase al |l ocation nethod, so that's the issue.
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They' re devel opi ng one unit area and both phases
i nvolve the sane area, it's just that the first phase of
the allocations, ny understanding is that that rel ates
to remaining oil in place. And then the second phase is
based on | believe it's the oil that's expected to be
recovered, | may not have that exactly right, but the
two phases relate to the allocation of costs and
revenues of the area. So the issue is whether under the
Statutory Unitization Act you have to have 75 percent
approval of the interest for both phases of an
al l ocation formnul a.

HEARI NG OFFI CER BRANCARD: Ckay.

M5. HARDY: It's very sinple and
strai ghtforward.

HEARI NG OFFI CER BRANCARD: Right. So we're
essentially doing this backwards, right, because under
the Statutory Unitization Act, the way it's structured
the division would issue an order for a unit, but the
unit would not be effective unless you get approval of
the 75 percent. So you're raising the issue of why go
forward with the old order if we don't even know, if
we're going to cone back to argue about the 75 percent
| ater.

MS. HARDY: Right. And Fae has the

75 percent of the phase 1 approval, so that's really,

Page 22

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



A WD

ol

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

25

the issue is whether they need it also for phase 2.

HEARI NG OFFI CER BRANCARD: So is the
statute, that section that you're |ooking at 70-7-8?

MR. FELDEWERT: Yes.

HEARI NG OFFI CER BRANCARD: \Where the
di vi sion shall beconme effective?

MS. HARDY: Yes, | believe that's right.

MR. FELDEVERT: That's correct, M.

Exam ner.

MS. HARDY: And it refers to the initial
cost bearing interest regarding 75 percent approval.

HEARI NG OFFI CER BRANCARD: 75 percent of
the costs of the unit operations and 75 percent of the
production of proceeds credited to the interest fee of
costs | guess on | eased m nerals maybe.

M5. HARDY: O overrides.

HEARI NG OFFI CER BRANCARD: Yeah, okay. All
right. So it seens |like the parties are ready to brief
this issue?

MS. HARDY: That's correct.

HEARI NG OFFI CER BRANCARD: Do you have a
schedul e or do you want to send nme a schedul e for
briefing?

MR. FELDEWERT: We can. | know we

prelimnarily discussed it, but we can certainly get
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t oget her and send you a proposed schedule for briefing,

yes.
M5. HARDY: | woul d be happy to do that.
HEARI NG OFFI CER BRANCARD: And as al ways,
it's helpful to both you and I if you do page limts.

MS. HARDY: We tal ked about that.

MR. FELDEWERT: | am always in favor of
page limts.

HEARI NG OFFI CER BRANCARD: All right. But
|, now we don't have a record at this point, okay, so |
woul d assune there m ght be sone docunments you want to
include with your briefs, you know, if there's
sonet hing, | nmean, you heard nention of the BLM here
taking a position or sonething, | nean, are there any
docunents you need to include in this or can you do this
as a purely theoretical discussion?

MR. FELDEWERT: And maybe | need to visit
with Ms. Hardy a little bit nore, but I, it's stil
unclear to me and it's still unclear to ny clients
exactly what Fae is proposing with respect to the
75 percent threshold. | nmean, | read the statute and it
seens to me you look at the unit area they propose, you
| ook at the m neral ownership in that area and you need
to have 75 percent buy-in independent of whatever

al l ocation formula you decide to cone up with. But they
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seemto be viewing it differently. And maybe | just
need to visit with Ms. Hardy a little bit nore about
what they are actually saying with respect to the

75 percent because |I'mstill, honestly still unclear.

HEARI NG OFFI CER BRANCARD: All right. So
would it be hel pful since we don't have a record at this
point if the parties would agree, you know, could agree
to certain facts and then perhaps also |list facts that
are in dispute?

MR. FELDEWERT: Yeah, and |, | hear you.
|"'mnot sure this is really a fact of the matter, it
seens to ne it's a statutory interpretation issue and
maybe one of the things Ms. Hardy and | should discuss
is maybe they file a brief laying out what their
position is and attachi ng whatever docunments they
believe that they need to justify their position and
then we would have an ability to respond to that.

Maybe, Dana, that's the best way to go. | nean, you and
| tal ked about sinmultaneous briefs, but I'mstill a
little fuzzy about what Fae is proposing.

MS. HARDY: Right, that woul d probably nake
sense.

HEARI NG OFFI CER BRANCARD: Okay. Yeah, so
| just kind of want to have you all at |east considering

what facts you want to see and that we have access to
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because obviously there's a lot of stuff going on behind
t he scenes here that we don't have access to that's, as
you said, M. Feldewert, it may not be relevant, it may
just be sinply interpreting the words of the statute
here.

MR. FELDEWERT: Right.

HEARI NG OFFI CER BRANCARD: Dealing with
i ssues of costs and stuff and unit operations, you know,
those are not necessarily well defined. W have a
definition of a unit operator, but we don't have a
definition of unit operations, so.

MR. FELDEWERT: Right. W got a definition
of unit area, | know that. So but | do believe it's, |
do believe this is not an issue that the division has,
at least to ny know edge, directly addressed. In fact,
M. Brancard, | think it's been a little while since
we've had a statutory unit.

HEARI NG OFFI CER BRANCARD: | believe so, |
can't recall any. | nmean, if you all can find cases and
orders, that would be great, but.

MS. HARDY: | haven't |ocated any on this
i ssue either.

HEARI NG OFFI CER BRANCARD: Thank you. All

right. So | guess the way we're going to leave it then

is that the parties will submt a proposed scheduling
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order for briefing on this case.

MS. HARDY: Yes.

HEARI NG OFFI CER BRANCARD: Can we get it

done in a week or so?
MS. HARDY: Sur e.

MR. FELDEWERT: Yes.

HEARI NG OFFI CER BRANCARD: Ckay. So we'l
| eave that next Thursday will be the deadline then.

MR. FELDEWERT: Got it.

HEARI NG OFFI CER BRANCARD: Okay. Anything
el se then on cases 22971, 972? Hearing none, we wl|

await a proposed scheduling order delivered by the

parties.
M5. HARDY: Thank you

MR. FELDEVERT: Thank you.

HEARI NG OFFI CER BRANCARD: Thank you. All

right. Wth that, we have item No. 43, case 22988,

Mat ador Pr oducti on.

MR. BRUCE: M. Exam ner, Jim Bruce

representing Matador.

HEARI NG OFFI CER BRANCARD: Thank you.

ConocoPhi I I'i ps.

MS. MUNDS- DRY: Good norning, M.

Ocean Munds-Dry representing ConocoPhillips.

HEARI NG OFFI CER BRANCARD: Thank you. Any

Exam ner.
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other parties interested in case 229887 Hearing none, |
bel i eve we have an objection to hearing this by
affidavit filed by ConocoPhillips. And we can set this
for a contested hearing if that's where we want to go.

MR. BRUCE: That's what | would |ike, M.
Exam ner.

HEARI NG OFFI CER BRANCARD: Al l right. Ms.
Munds- Dry?

MS. MJNDS- DRY: Yes, thank you.

HEARI NG OFFI CER BRANCARD: November 3rd or
Novenber 177

MR. BRUCE: Either one. Ocean, a
preference?

M5. MUNDS-DRY: Let's, let's say
Novenber 3rd, if that works for you, M. Brancard and
M. Bruce.

MR. BRUCE: Yep.

HEARI NG OFFI CER BRANCARD: Ckay. And once
agai n, anybody else interested in 22988? Hearing none,
this case will be set for a contested hearing on
Novenber 3rd. | wll issue a prehearing order.

MS. MUNDS- DRY: Thank you.

MR. BRUCE: Thank you.

HEARI NG OFFI CER BRANCARD: All right. |

think we are done with status conferences. W will now
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l ook to try to resolve the follow ng three cases,

are itens 45, 44, 46, case 21651, 21733, 22309, which is

actually a comm ssion case that has been remanded to us.

And so let's start with Longfell ow Energy.

MS. SHAHEEN: Sharon Shaheen of Mont gonery

& Andrews on behal f of Longfellow Enerqgy.

HEARI NG OFFI CER BRANCARD:  Spur Ener gy

Part ners.

MR. RANKIN: Good norning, M. Exam

Adam Rankin with the Santa Fe office of Holland & Hart

appeari ng on behal f of Spur.

HEARI NG OFFI CER BRANCARD: Ckay. |
entry here from ConocoPhilli ps.

M5. HARDY: Dana Hardy for ConocoPh

HEARI NG OFFI CER BRANCARD: And al so

Ol & Ranch | think was a party to the conm ssion case.

Maybe | got that wong. Anyway.

MS. SHAHEEN. M. Exam ner, that may have
been a mstake in filing. | think |I do recall that ny
paral egal filed an entry of appearance in the wong case
in one matter and | thought we had withdrawn that entry

of appearance, but that nmay be the explanation for that

in your record.

HEARI NG OFFI CER BRANCARD: Okay. Well,

we'll consider withdrawing it now.

t hese

ner.

have an

Ilips.

Fasken
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MS. SHAHEEN: Thank you.

HEARI NG OFFI CER BRANCARD: All right. Any
other interested parties, and I'm | ooking primarily at
cases 21651, 21733? Hearing none, okay. So | guess |
wll start, the parties didn't ask for this, but I wll
start by reopeni ng cases 21651 and 21733 because at this
poi nt those cases in the division's records are dead, we
had an order, they're gone. But now you're back and you
want to change the positions of the board.

So we have two notions here, we have a notion to
dism ss, which I believe has already been granted,
Marl ene is very efficient, and a notion to rescind the

order and a notion to approve case, a filing application

in case 21733. | know I'mkind of putting words in al
your nouths, but is that, we'll start with you, M.
Ranki n.

MR. RANKIN: Thank you, M. Exam ner.
believe with the reopening of those two division cases
and our notions that we have filed, we have hopefully
put into place the elenents that we discussed at the
| ast status conference and these cases can be di sposed
of in accordance with the, with each of the notions.

So with that, as we discussed at the |ast status
conference, we have filed a joint notion to dism ss

Longfellow s application in case 21, where is it, 21651
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and to rescind or revoke the order granting Longfellow s
application in that case. And then separately, Spur has
filed an application, or rather a notion to approve its
now uncont ested application in case 21733 making it the
operator of the proposed spacing unit.

HEARI NG OFFI CER BRANCARD: All right. Let
me just sort of go through the notions here on this, M.
Ranki n, since you are the one seeking to revive an
application that we denied and make it the winner. So
first of all, let me say that | have revi ewed the order
in this case and there is nothing in the order that, the
order, the decisioning order is not hinged on 21733
being a deficient application, the decision is sinply

hi nged on 21651 being a wee bit better.

So | don't, I don't have a problemwth the
di vi si on approving 21751. | will nowtoss it at you,
however. | am hoping you have reviewed the record and

the checklist and you are confortable that everything
that has been filed is accurate and up-to-date and
you're okay to go ahead with the checklist that you
submtted a very long tine ago in this case.

MR. RANKIN: M. Exam ner, yes, | believe
everything is accurate and nothing has changed in the
pl ans at this point from Spur, so we are confortable

proceeding with the record as its been presented to the
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di vi si on.

HEARI NG OFFI CER BRANCARD: All right.

Thank you. Let ne go to you, Ms. Shaheen, any coments?

MS. SHAHEEN: Thank you, M. Exam ner. |
just thought it would be hel pful to take the opportunity
to explain why Longfellow is proceeding in this manner.
It had been waiting for information fromwells that were
drilled nearby and it did receive that information after
the order was entered, but before the comm ssion was set
to hear these cases. And in |light of that informtion,
Longfell ow determ ned that it wouldn't be prudent to
drill those wells as they had been proposed. So that
is, is why we're proceeding in this manner.

HEARI NG OFFI CER BRANCARD: Thank you, that
is helpful. 1 didn't ask for any comments fromyou, M.
Rankin, you're the winner, so | guess you're fine with
what ever the reasons are.

MR. RANKIN: Yeah, that's right.

HEARI NG OFFI CER BRANCARD: Thank you. And
like | said last tinme, | don't take it personally that
you guys are wanting to rescind an order that | wote,
but that's all right. Okay. So with that, these cases

21651 and 21733 havi ng been reopened, 21651 is now

di sm ssed and we will take 21733 under advi senent to
i ssue an order. And, sorry, first of all, we wll
Page 32
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rescind the orders in this case which are 21834, is that
correct?

MR. RANKIN: Yes, | believe that's correct,
M . Exam ner.

HEARI NG OFFI CER BRANCARD: And we wi ||
i ssue an order clarifying all this. Any other questions
or comments on cases 21651, 21733? And | wll say
not hi ng about 22309 even though it's on the docket
because it's a conm ssion case. Thank you, everyone.

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

MS. HARDY: Thank you

HEARI NG OFFI CER BRANCARD: All right. Wth
that, we are nowon itens | believe 47 through 50, and
t hese woul d be cases 22605, 22606, 22607, 22608. EGL
Resour ces.

MR. BRUCE: M. Exam ner, Jim Bruce
representing EG..

HEARI NG OFFI CER BRANCARD: And we have an
entry from EOG Resources.

MR. FELDEWERT: Good norning, M. Exam ner.
M chael Feldewert with the Santa Fe office of Holland &
Hart .

HEARI NG OFFI CER BRANCARD: Are there any
ot her interested persons for cases 22605, 606, 607, 6087

Hearing none, M. Feldewert, do you object to these
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cases going forward? Well, | think we have a notion for
conti nuance here, is that correct? Where are we on
this. Onh, these are, these are cases that should have
been continued and we have a late filed notion for
conti nuance, is that correct, M. Bruce?

MR. BRUCE: That is correct. | apol ogize.

HEARI NG OFFI CER BRANCARD: Al l right.
Thank you. No objections | assunme, so we will grant the
notion for continuances for cases 22605, 606, 607, 608.
Thank you.

MR. FELDEWERT: Thank you, sir.

HEARI NG OFFI CER BRANCARD: W th that, we
are on itens 51 through 54, and we m ght actually have a
real hearing here. These are cases 22706, 22707, 22710,
22711. Matador Production.

MR. BRUCE: M. Exam ner, Jim Bruce
representing Matador.

HEARI NG OFFI CER BRANCARD: Thank you. Are
there any other interested persons for cases 22706, 707,
710, 711? Hearing none, M. Bruce, you may proceed. |
believe you had a filing today in this case al so?

MR. BRUCE: Yeah, it's a suppl enental
filing. | will explain that in a m nute.

HEARI NG OFFI CER BRANCARD: Thank you.

Pl ease proceed.
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MR. BRUCE: |It's nothing really that
matters with respect to ny discussion of the request in
these applications, it's just additional notice
mat eri al s.

HEARI NG OFFI CER BRANCARD: Okay.

MR. BRUCE: M. Examiner, in all of these
cases Mat ador obtained pooling orders in the Bone Spring
and in the Wl fcanp formations in | believe it's the
north half of Sections 21 and 22, 27, 29 east. These,
these matters, one extension was granted | ast year, but
these matters were tied up in a devel opnent area dispute
with three or four other operators, and therefore they
could, since there was no appeal on approval for the
federal devel opnent area, APD s were not being granted.

Now t hese applications were tinely filed, the
expert issued date on the extensions ended in |ate
April, but the parties were involved in negotiations and
t here was anot her dozen cases that | had in this general
area that were also involved which |I dism ssed about a
nont h ago because all of the matters regarding the
devel opnent area were resolved anong, anong the parties.
Certain parties got certain acreage that they could

devel op and the | eftover was di sm ssed about a dozen

cases, but these four remain and Matador still desires
to drill these.
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The settlenment | think was a little over a nonth
ago, but federal APD s have still not been issued. So
Mat ador requests another, well, at this point it's about
six or seven nonths, next April to conmmence the wells.
And this is all set forth in the affidavit of the |and
man Sam Pri or who, yeah, there were three different
operators involved in the devel opnent area as shown by
the affidavits of M. Prior which are submtted as
Exhibit 3. And all the differences have been resol ved
anong the three operators and Mat ador now anti ci pates
that the federal APD s and its portion of the
devel opnent area will be approved shortly.

And so that said, they are requesting a one-year
extension fromlate April, | forget, | think the dates
of the orders vary, but they were either April 28th or
April 30, so one year fromthat date so that now t hat
all of the cleanup of the dispute has taken pl ace,
everything can start noving forward.

The exhi bit package does contain the
applications and proposed notices, the prior orders, the
| and man's affidavits and my affidavit of notice and
what | filed |ate yesterday. Wen | filed Tuesday the
affidavit of notice only contained the notice letter
because | was still conpiling about 100 certified

docunents and | got those copied, it took ne all day
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yesterday, and so | filed those. So the filings that |
did late yesterday were sinply all the certified
notices. And then there were unl ocatabl e peopl e and
there are two affidavits, both publications submtted as
Exhibit 5, one pertains to cases 22706 and 707, the
second one pertains to cases 22710 and 22711, and those
notices were published in June, so they were tinely
filed, or tinely published.

So with that, | would nove the adm ssion of
Exhibits 1 through 5 in these cases plus the exhibit
that was late filed, which is the replacenment Exhibit 4
which is about 100 pages long, it is nmy original notice
affidavit, the notice letter showing all the parties
notified and then all of the certified notice materials.
And I'd ask that the cases be taken under advi senent.

HEARI NG OFFI CER BRANCARD: Thank you. M.
McCl ure, questions?

MR. MCCLURE: Yep, thank you, M. Brancard,
| do have a few questions. M. Bruce, | nmean, you Kkind
of cleared up a lot of my questions already w th what
you' ve al ready presented, but | guess just for
confirmation, so the BLM thenselves didn't really have a
di spute with the devel opnental area, it was a matter of
operators had a di spute and now that that's been

resolved the BLMis just processing it, is that your
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under st andi ng?

MR. BRUCE: Yes, yes. |If there's a dispute
over devel opnent area the BLM stands back until the
parties work sonething out.

MR. MCCLURE: Yeah, and then but it's your
under st andi ng now that that's been worked out there

shoul d be no further concerns fromthe BLM is that

correct?

MR. BRUCE: That is correct.

MR. MCCLURE: Ckay. Thank you. And your
t hought process is that the additional, | nean, at this

poi nt, six nonths, whatever it is, is that going to be
sufficient for Matador to have it on their drilling
schedule to get these wells drilled, or what?

MR. BRUCE: They told nme that this would,
t he additional whatever it is, seven nonths or so woul d,
woul d wor k out .

MR. MCCLURE: Ckay. Thank you. | have,
t hank you, M. Bruce, | have no further questions.
Thank you, M. Brancard.

HEARI NG OFFI CER BRANCARD: Thank you. M.
Bruce, a |lot of parties to, to provide notice to here, |
mean, nornmally what we've been requiring is like a
spreadsheet to go along with it.

MR. BRUCE: Yes, and that's the one thing I
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didn't finalize late last night. | wll get that to

you.

HEARI NG OFFI CER BRANCARD: G eat,

excellent. Okay. So with that, are there

persons for cases 22706, 707, 710, 711? Hearing none,
the exhibits will be admtted into the record and these
cases will be taken under advisement and we'll | eave the

record open for the notice spreadsheet. Thank you.

MR. BRUCE: Thank you.

HEARI NG OFFI CER BRANCARD: W th that, 1'm

on itenms 55 and 56, cases 22975, 22976. Kai ser - Franci s

G | Conpany.

VR. BRUCE: M. Exam ner, Jim Bruce

representing Kaiser-Francis.

HEARI NG OFFI CER BRANCARD: Thank you. Are

there any ot her persons here for cases 22975, 229767

Heari ng none, M. Bruce, you nmay proceed.

MR. BRUCE: M. Exam ner, in case 22975
Kai ser-Francis seeks to force pool the north half/north

hal f of Section 24 in 23 south, 28 east and the north

hal f/north half of Section 19 in 23 south,

adjoining towmship. It wll be dedicated to a first

Bone Spring and a second Bone Spring well.

The second case, and there's a separate exhibit

package, case 22976 involves the south half/north half

any ot her

29 east, the
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of the same Section 24 and the south half/north half of
Section 19 again for purposes of drilling two Bone
Spring wells, the first and a second Bone Spring well.
"Il just go through the first exhibit package,
they're virtually identical. The package contains the
application and proposed notice, the |and man's
affidavit which contains usual |and plat and C102's for
the well, for the wells. And one thing that | omtted
fromthis is -- well, I'Il get to that in a second. The
only party being pooled in this matter is Chevron USA,
Inc. And Chevron has been given notice of this matter,
they are still trying to work things out. Chevron, |
think it was supposed to be in the exhibit package but
it may not have been, in both cases Chevron owns wor ki ng
interest in the fee acreage of approximately 24 percent
and the |l and plat shows, in each exhibit package shows
what the fee acreage is as opposed to federal acreage.
There's a summary of communi cations with Chevron
that's been going on for over four nonths now, a copy of
the proposal letter and the AFE's for the well. And
then there are two geologic affidavits by the geol ogi st,
one is for the first Bone Spring sand and the second is
for the second Bone Spring sand, those are Exhibits 3.
Then affidavit, ny affidavit of notice is contained,

again only Chevron is being pooled and they did receive
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tinmely notice, notice was tinely mailed and they did
receive notice of this application over two weeks ago
and they are not objecting here.
And so we woul d ask that the Exhibits 1 through

5, and there is a pooling checklist also marked
Exhibit 5 in each case, Exhibits 1 through 5 be admtted
into evidence in each case and the matters be taken
under advisenment. And because there was only one
wor ki ng i nterest owner who needed to be pooled, | did
not prepare a spreadsheet. Thank you.

HEARI NG OFFI CER BRANCARD: Thank you. M.
McCl ure, questions?

MR. MCCLURE: Yeah, M. Brancard, | do.
M. Bruce, | guess | actually was |ooking for that as
well and I'"mnot seeing it in the exhibits either and
that is the breakout of the percentage. Can you go
ahead and submit a supplenmental docunment with that?

MR. BRUCE: Yeah, | will do so.

MR. MCCLURE: Ckay, thank you. OCkay -- |I'm
sorry?

MR. BRUCE: | just dug that up in the
files, so I wll get that to you.

MR. MCCLURE: Ckay, thank you. Now you've
referenced an affidavit of publication, but it doesn't

seemlike it is required, so that's the reason it wasn't

Page 41

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



A WD

ol

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

25

i ncl uded here, correct?

MR. BRUCE: |If | said affidavit of
publication, | should have just said the affidavit of

certified notice, but no, the publication is not

required.

MR. MCCLURE: Yeah, I'min agreenment.
Maybe | m sheard you. Okay, very good. | was going to

say now sonething else, it looks like, it |ooks like

maybe the Cl102 was corrected, but on your Exhi
| ooks |Iike you have a typo for your pool code.
update that for us. [|'massumng that the int
to match the Cl102's, and that is pool code 15,
on your Exhibit A you have 15,001. Pl ease, pl
resend to that us, if you woul d.

MR. BRUCE: | wll.

MR. MCCLURE: Ckay. Thank you, sir. M.

Brancard, | have no further questions.

HEARI NG OFFI CER BRANCARD: Thank you. M.

McCl ure, where was the m stake in the pool code?

MR. MCCLURE: Oh, on Exhibit Ait

as, well, it's in both of these cases on their

or whatnot, and it says pool name and pool code down on
the first page of Exhibit A It has Corbaro Bluffs Bone

Spring south, which is correct, or seens to be correct

bit 8 it
Can you

ention is

011, but

ease

has it

Exhibit 5

based on C102, and then the pool code is just a slight
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typo on it.

MR BRUCE: | will, I will correct the
pool i ng checklists and resubmt them along with the
ot her data you requested.

HEARI NG OFFI CER BRANCARD: Okay. |It's the
pooling checklist, that's the issue. Thank you.

MR. BRUCE: Yes.

MR. MCCLURE: Yes, yeah. l'm sorry, |
think I called it Exhibit A, but I'msorry, | was
calling it the wong thing, it was pooling application
checklist is what | neant.

HEARI NG OFFI CER BRANCARD: Okay. Thank
you. M only questions were about the percentage
i nterest which you' ve already addressed, M. Bruce. So
are there any other persons interested then in cases
22975, 22976? Hearing none, the exhibits wll be
admtted to the record, the case will be taken under
advi senent, and we will | eave the record open to allow
for submttal on what the percentage interest is of
Chevron | guess, the only person we hear about, and
revi sed checkli st.

MR. BRUCE: WII| do. Thank you.

HEARI NG OFFI CER BRANCARD: Thank you.
Okay. Wth that, anong itens 57 and 58, this is cases
22993, 22994. Mewbourne G| Conpany.
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M5. HARDY: M. Exam ner, Dana Hardy with
Hi nkl e Shanor on behal f of Mewbour ne.

HEARI NG OFFI CER BRANCARD: Thank you. Are
there any other interested persons for cases 22993,
22994? Hearing none, you may proceed, M. Hardy.

MS. HARDY: Thank you. 1In case No. 22992,
Mewbour ne seeks an order pooling additional unconmtted
interests under the terms of order No. R-21735. That
order pooled all uncommtted interests in the Wl fcanp
formati on underlying a standard horizontal spacing unit
conprised of the south half of the north half of Section
15 and the south half of the northwest quarter of
Section 14, Township 20 south, Range 29 east in Eddy
County. The order dedicated the unit to the Ithaca
15/ 14 WOEF Fed Com No. 1 well.

In case No. 22994, Mewbourne seeks an order
pooling additional interest under the terns of order No.
R-21652. That order pooled uncommtted interest in the
Wbl f canp formati on underlying a standard hori zont al
spacing unit conprised of the north half of the north
hal f of Section 15 and the north half of the northwest
quarter of Section 14, Township 20 south, Range 29 east.
That order dedicated the unit to the Ithaca 15/14 WODC
Fed Com No. 1H well. And in both cases Mewbourne

determ ned that it needed to pool additional interests
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and those interests are all record title owners of the
| eases.

I n our exhibit packets we've provided Exhibit A
which is the self-affirnmed statenment of |and man Arianna
Rodri guez. Ms. Rodriguez's exhibits include the
application and proposed notice of hearing, the original
order in each case, Exhibit A3 is the plat of tracts
ownership interest and the uncommtted interest to be
pool ed, and that exhibit does show on the second page
that all of the interests are record title owners only.
Exhibit A4 is Ms. Rodriguez's comrunitization agreenent
letter that she sent out to these parties. And Exhibit
A5 is her chronol ogy of contact with the parties.

Exhibit Bis ny notice affidavit and it includes
as attachments the notice letter that I sent to each
party. Exhibit B2 is the chart listing the parties and
the dates that notices were sent and received. And we
did publish notice as well and the affidavit of
publication is provided in each case as Exhibit BS3.

And with that, unless there are questions, |
woul d ask that the exhibits be admtted and that the
cases be taken under advisenent.

HEARI NG OFFI CER BRANCARD: Thank you. M.
McCl ur e.

MR. MCCLURE: Thank you, M. Brancard. |
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do have sonme questions on this. M. Hardy, for case
22993 it does |look like the well that is referenced in
the original hearing order here is, although it is in
the, it is in the W fcanp formation -- or excuse ne,
let me make sure | got the right one up. It is listed
as Kat onah Canyon Wl fcanp, which is different than
what's in the original hearing order. | guess do you
know what went on here?

MS. HARDY: | do not know, M. MOC ure, but
| can find out if you would like me to do that.

MR. MCCLURE: Yes, please. | nean, ny
presunption is that maybe it was, the original hearing

order was just submitted with the incorrect pool and

then it's since been adjusted to the correct pool. But
as long as we're in the sane, | nean, | guess as |long as
we're in the same target formation, |I'mnot quite sure
what the thoughts are here on that, but | guess | just

want to confirmthat it is in the target formation at
least. And so if we could submt sonething in regards
to that.

MS. HARDY: Sure. And you had nentioned
that the pool that it spudded in is the --

MR. MCCLURE: The Katonah Canyon Wl f canp.
The pool code, because |I'm sure |'m m spronouncing it

is, 27191.
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MS. HARDY: Ckay.

MR. MCCLURE: |s what we currently have
listed anyway. Now the other one which is nore of a
gquestion | have is, | don't even see where it's been
spudded yet and the original order would have term nated
back in April. So | guess do you know what the status
is of the well for case 229947

MS. HARDY: | don't, M. MCure, but | can
find that out as well.

MR. MCCLURE: COkay. Yeah, we're definitely
going to want to see that because occasionally we,
you' re asking us to anend an order that may not even
exi st wi thout an extension | guess.

M5. HARDY: | expect the well has been
spudded, but I will, I will definitely verify that.

MR. MCCLURE: Ckay. And maybe it just
hasn't been submtted to the division for whatever
reason.

MS. HARDY: Right.

MR. MCCLURE: So that, | nean, that's a
possibility for sure. But if we could just see sonme
sort of additional information on that. Now the
guestion | have here though, sonme of the additional
parties being pooled, they don't actually have any

wor ki ng interest?
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MS. HARDY: That's correct.

MR. MCCLURE: | guess so, | guess are they
even required to be pooled | guess?

MS. HARDY: Well, M. MClure, | think it's
my understanding that the state | and office and the BLM
as well, although I think this one involves the state
and office, if record title owners can't be | ocated or
for whatever reason don't sign the comunitization
agreenment, the state land office and the BLM I ooks at
the pooling order in |lieu of those signatures, so that's
the reason that, that this is happening.

MR. MCCLURE: | gotcha. So just getting
all the T's crossed and the |I's dotted for the Com
agreenent essentially?

MS. HARDY: Exactly.

MR. MCCLURE: Ckay. Thank you, Ms. Hardy.
Wth that additional supplenmental information, that's
all of ny, that's all my questions.

MS. HARDY: Thank you

HEARI NG OFFI CER BRANCARD: Thank you. Are
there any other interested persons for cases 22993,
22994? Ckay. So, Ms. Hardy, you need to get us
i nformati on about these wells. And obviously if the
well was not tinmely spudded in the second case, we would

have to deny this application. So we can take it under
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advi senent and just wait for this information or we can
continue the hearing, what would your preference be?

M5. HARDY: | would prefer that you take it
under advi sement and | can provide the information.

HEARI NG OFFI CER BRANCARD: Ckay. So with
that, the exhibits will be admtted into the record, the
cases w ||l be taken under advisement, but as | said, it
coul d be deni ed.

MS. HARDY: Thank you

HEARI NG OFFI CER BRANCARD: All right. Wth
that, I will call item No. 59, case 23012. Spur Energy
Part ners.

MS. HARDY: Dana Hardy with Hi nkle Shanor
on behal f of Spur Energy Partners.

HEARI NG OFFI CER BRANCARD: Are there any
other interested parties for case No. 230127 Hearing
none, you nmay proceed, Ms. Hardy.

MS. HARDY: Thank you. 1In this case Spur
seeks an order pooling uncommtted interest in the Yeso
formati on underlying a 320-acre nore or |ess standard
hori zontal spacing unit conprised of the south half of
Section 25, Township 19 south, Range 25 east in Eddy
County. And Spur proposes to dedicate the unit to three
well's, the Darko 25 Federal 20H, Darko 25 Federal 21H,

and the Dar ko 25 Federal 30H. The intervals of the
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wells are orthodox and this is a proximty tract unit
with the Darko 25 Federal 30H well being the proximty
tract well.

I n support of the application we've provided
with our exhibits the self-affirnmed statenent of | and
man Drew O dis. M. Odis provides the application and
proposed notice of hearing, Cl02's, the plat of tracts
and ownership interest, the sanple well proposal and
AFE's, and the sunmary of communications. And all of
the land ownership information is included in Exhibit A3
and the parties who are being pool ed are highlighted.

Exhibit Bis the self-affirnmed statenent of
geol ogi st Matt Van We. M. Van We provides a |location
map, structure map, structural cross section and a gun
barrel schematic.

Exhibit Cis nmy notice affidavit, | provided the
notice letter that | sent to all of the interested
parties, a chart show ng the dates on which notice was
sent and received, the certified mail returns and
receipts, and an affidavit of publication which was
provi ded, published tinely.

So with that, unless there are questions, |
woul d ask that the case, that the exhibits be admtted
and that the case be taken under advi sement.

HEARI NG OFFI CER BRANCARD: Thank you. M.
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McCl ure.

MR. MCCLURE: No questions, M. Brancard.

HEARI NG OFFI CER BRANCARD: Ckay. So, okay.
Ms. Hardy, so | was trying to figure out who all you're
trying to notice here. There appears to be an unl eased
m neral interest in one of your interesting 20-acre
tracts, the heirs of Julia McKinley. And it doesn't
appear that your client has even found any addresses for
the heirs of Julia MKinley.

MS. HARDY: That | believe is correct.

HEARI NG OFFI CER BRANCARD: Do you have any
i dea what efforts they undertook to try to figure out?

MS. HARDY: | do not, but Spur's |and nman
Drew Odis is on the line and nay be able to answer that
guestion for you.

HEARI NG OFFI CER BRANCARD: Okay. We can do
that in a second. The other question | had may invol ve
your geologist, | don't know if he's on the line, he or
she is on the line. |'m]looking at your geol ogic
exhibit, let me see, Bl is one exanple, B2 is al so
there. You're doing lay down wells in an area that
seens to be nostly stand up wells. | nean, the
geol ogi st affidavit says in this area you can do either,
but everybody el se seens to be doing stand up wells, so

| " mjust curious about that.
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MS. HARDY: Right.

HEARI NG OFFI CER BRANCARD: Go ahead, I'm
sorry for interrupting you.

MS. HARDY: Oh, | was just going to say
that | don't have information other than his affidavit
states that there is no preferred orientation in
Par agraph 8, so that he believes that the orientation is
appropriate for these wells.

MR. OLDIS: Dana, |I'monline, | can answer
t he questions regarding Julia MKinley.

HEARI NG OFFI CER BRANCARD: M. O dis, hang
on, hang on. Are you on the phone or are you on --

MR. OLDIS: |'mon the Wbex.

HEARI NG OFFI CER BRANCARD: Ckay. Can you
i ght yourself up

MR. OLDIS: Did that work?

HEARI NG OFFI CER BRANCARD: Not yet. |Is
there a start video button there?

MR. OLDIS: | don't have video capability.

HEARI NG OFFI CER BRANCARD: Ckay. All
right, that's fine. 1'll just assunme that you are
rai sing your right hand.

MR. OLDIS: Okay.

DREW OLDI S,

duly sworn, was exam ned and testified as foll ows:
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MR. OLDI'S: Yes.

HEARI NG OFFI CER BRANCARD: Thank you. So,
Drew A dis, spell your nane.

MR ODS DREW OL-DI-S

HEARI NG OFFI CER BRANCARD: Thank you.

Pl ease proceed, Ms. Hardy, with a question.

M5. HARDY: M. O dis, can you describe
what was done in an effort to |ocate contact information
for the heirs of Julia MKinley?

MR. OLDIS: Yes. W searched all the
records of Eddy County and could only find the original
docunent to her giving her the ownership and no ot her
docunents were found referring to her or this piece of
m neral interest that she owned.

Additionally, we searched all records from her
original address in Butler County in Kansas and were not
able to find anything of record through the probate of
property records attachi ng anybody to this interest.

And then additionally did some Internet searches on
Websi tes, People Finder, Ancestory.com and couldn't
really locate anything. And then knowi ng that a portion
of this area had been previously conmpul sory pooling
order, we | ooked at those case files and they were not
able to provide any nore clarity as to who this interest

bel ongs to from Julia MKinley.
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HEARI NG OFFI CER BRANCARD: Thank you. M.
O dis, since you' re saying heirs of Julia MKinley, you
must have sonme evidence that she has passed on?

MR. OLDIS: Yes, the original deed was from
19109.

HEARI NG OFFI CER BRANCARD: COkay. All
right. Well, that nmakes sense. So there's been no
transfer since 1919, it's the sanme?

MR. OLDIS: W couldn't find anything tying
her to this or anybody from her heirs fromthat original
deed, you know, it turns out there's a lot of MKinley's
in Butler County and we just weren't able to find who is
t he heir.

HEARI NG OFFI CER BRANCARD: Ckay. Thank
you, | appreciate that. Okay. So ny other question
t hen was about the lay down wells. | notice | ooking at
Exhibit Bl that it looks as if there m ght have actually
been stand up wells in this unit, they ook |ike a half
mle stand up wells.

MR. OLDIS: There is two stand up wells, or
in Section, in that southeast portion of Section 25.
Sorry, southwest, excuse nme, southwest, sorry.

HEARI NG OFFI CER BRANCARD: That would be a

different formation than what you' re shooting at?

MR OLDIS: |I'm |I'mnot exactly sure. Let
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me see if our, | wonder if our geol ogist m ght be on the
i ne sonewhere.

HEARI NG OFFI CER BRANCARD: | nean, maybe,
Ms. Hardy, with the | and ownership here that that's your
only choice is to do lay down wells, but.

MS. HARDY: | don't see our geol ogi st on
the line, I don't knowif he can be available or | can
al so provide the division with sone nore infornmation.

HEARI NG OFFI CER BRANCARD: Yeah, so if you
can just give us a -- hello? |If you could just give us
alittle nore information about the choice for the |ay
down wells and also is there any conflict with the
existing stand up wells that are in, appear to be in
this unit.

MS. HARDY: Sure, |['Il be happy to do that.

HEARI NG OFFI CER BRANCARD: And |I'm
satisfied with your efforts for the heirs of Julia
McKi nl ey given that we're dealing with over a century
old m neral deed here. All right. Any other, M.

McCl ure, anything come to m nd?

MR. MCCLURE: No, sir, M. Brancard, |I'm
still good.

HEARI NG OFFI CER BRANCARD: Okay. So with
that, the exhibits will be admtted into the record.

Anyone el se interested in case 23012? Hearing none,

Page 55

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



A WD

ol

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

25

exhibits are admtted and the case is taken under
advi senent with the record |l eft open for sone nore
detail on, fromthe geol ogist on the choice of a |ay
down well and other wells in this unit.

MS. HARDY: Thank you very nuch.

HEARI NG OFFI CER BRANCARD: Thank you. |

will nowturn to our court reporter and ask if she's
doi ng okay? AlIl right. | see a thunbs up and so we
wi ||l keep noving then.

On today's worksheet we are now on | believe
itenms 60 through 64, these would be cases 23000, 23001,
23002, 23003, 23004. Strata Production.

MS. SHAHEEN: Thank you, M. Exam ner.
Sharon Shaheen with Montgonery & Andrews on behal f of
Strata.

HEARI NG OFFI CER BRANCARD: And are there
any other interested persons for cases 23001, 2, 3 and
4? Hearing none, Ms. Shaheen, proceed.

MS. SHAHEEN: Thank you. We submitted the
exhi bits on Tuesday and we did nmake an effort to include
all of the exhibits for each application in the sane
package. There's one land man affidavit identified as
Exhi bit A and one geol ogi st affidavit Exhibit B, and
then we have five different sets of exhibits, one for

each application.
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In case Nos. 23000, 23001, and 23002 Strata
seeks to pool Sections, parts of Section 30 and 31 in
Townshi p 23 south, Range 31 east to target the Brushy
Canyon. The only party being pooled in these three
cases i s Oxy USA.

In case No. 23000 Strata seeks to pool a
standard 200-acre spacing unit conprised at the west
hal f/west hal f of Section 31 and the sout hwest quarter
of the southwest quarter of Section 30. And this
spacing unit would be dedicated to the Pajarito Fed Com
30 31 MVL No. 7H wel | .

In case No. 23001 Strata seeks to pool a
standard 200-acre nore or |less spacing unit conprised of
the east half of the west half of Section 31 and the
sout heast quarter of the southwest quarter of Section 30
and that spacing unit would be dedicated to the Pajarito
Fed Com 30 31 NNL No. 6H.

And then in case No. 23002 Strata seeks to pool
anot her 200-acre spacing unit conprised here of the
sout hwest quarter of the southeast quarter of Section 30
and the west hal f/west half of Section 31. This would
be dedicated to the Pajarito Fed Com 30 31 OOL No. 5H.

In case Nos. 23003 and 23004 Strata seeks to
pool parts of Sections 19, 30 and 31, in Township 23

south and Range 31 east. And the only parties that wl|
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be pooled in these two cases are Oxy USA and Oxy Y-1.

In case No. 23003 Strata seeks to pool the
nort hwest quarter of the northwest quarter of
Section 31, the west hal f/west half of sections 30 and
19, and the sout hwest quarter/southwest quarter of
Section 18. This spacing unit in case No. 23003 is
dedicated to the Pajarito Fed Com 31 18 DML No. 1H
wel | s.

Finally, in case No. 23004 Strata seeks to pool
a 320-acre standard spacing unit conprised of the
nort heast quarter of the northeast quarter of
Section 31, the east half, the east half of Section 30,
and the east half of the southeast quarter and sout heast
quarter of the northeast quarter of Section 19. This
spacing unit would be dedicated to the Pajarito Fed Com
31 19 AAL No. 4H wel .

Al of these, the first and | ast take-points and
conpleted intervals for all of these wells will neet the
set back requirenents set forth in the statew de rul es.
We' ve included general |ocation maps for each
application as Exhibit Al, tract nmaps as Exhibit A2,
unit maps as Exhi bit A3, ownership breakdowns and
pertinent | eases as Exhibit A4, a chronol ogy of
contacts, Exhibit A5. Again, the only parties here were

Oxy USA and Oxy Y-1. They've both received their
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certified mailings and, and those are attached to
Exhibit, | believe it's Exhibit C which is my affidavit
of notice. W also in an abundance of caution published
and you will find the affidavit of publication attached
to Exhibit C.

Exhibit Dis our affidavit of Geol ogist Scott
Kelly. And I'lIl just mention quickly here, both
affiants have previously testified before the division
and had their credentials accepted into the record. M.
Kelly provides us with the usual exhibits here, Exhibits
Bl through B6, the regional setting, the stratigraphic
col um, Brushy Canyon structure map, type | ogs,
structural cross section map, the structural cross
section. And he provides the neasure depth and two
vertical depth proposed for each well in Paragraph 11
and he also states of note in Paragraph 13D that the
nost efficient way to develop the acreage in all of
t hese cases is as proposed because of drilling island
| ocations due to potash limtations.

Wth that, unless the division has questions, |
woul d ask that all of these exhibits be admtted into
the record that are identified on the table of contents
in the exhibit package and that these cases be taken
under advi senent.

HEARI NG OFFI CER BRANCARD: Thank you. M.
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McCl ure, questions?

MR. MCCLURE: Yes, M. Brancard, | do. M.
Shaheen, so when you referenced that because of the
potash area they're drilled as laid out here, is that
referring to kind of the odd |I guess start and stop
points as you're like leaving out a quarter/quarter here
and you include an extra quarter/quarter in the other
section, is that what you're referring to?

MS. SHAHEEN: | believe so. | anticipated
t hat you m ght have questions here and the Strata's | and
man M tch Krakauskas is here in attendance and he can
answer those questions in a little nore detail than
can.

MR. KRAKAUSKAS:. Yes, |'m happy to answer
t hat .

MR. MCCLURE: M. Brancard, are we wanting
to swear himin?

HEARI NG OFFI CER BRANCARD: Yes, of course.

MR. MCCLURE: Ckay.

HEARI NG OFFI CER BRANCARD: Rai se your right
hand.

M TCH KRAKAUSKAS,

duly sworn, was exam ned and testified as foll ows:

HEARI NG OFFI CER BRANCARD: Can you spel

your nanme for the court reporter.
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MR. KRAKAUSKAS: First nanme Mtch
M1-T-C-H, |ast nanme Krakauskas, K-R-A-K-A-U-S-K-A-S.

HEARI NG OFFI CER BRANCARD: Pl ease proceed,
Ms. Shaheen.

MS. SHAHEEN: Thank you. M. Krakauskas, |
beli eve you heard M. MClure's question. As |
understand it, he's asking whether the potash
[imtations are the reasons that we have the surface
| ocati ons and bottom hole | ocations that have been
identified on each of the Cl102's for these five wells?

MR. KRAKAUSKAS: They are. The addition of
t he sout hwest/sout hwest Section 18 on the Pajarito
No. 1, Strata owns that, 100 percent of that 40-acre
tract. Qur concern is that if we don't extend that
additional quarter mle that that will not get
devel oped, you know, in the foreseeable future, so we
included that in that well.

Pajarito No. 4, the northeast/northeast quarter
of Section 19 is nore easily accessible fromthe east
where there's a pad a quarter mle away, |less than a
guarter mle away. Strata does not own any interest in
that tract, there's five other owners in that tract.

Rat her than having a contested hearing and getting in an
argunent over wells that we own, you know, 90 percent

of, it was, it was thought that they can develop it from
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the east nore efficiently and effectively the way that
they would |ike to do so.
MR. MCCLURE: So essentially it's your

under st andi ng then that acreage is not going to be

stranded, they are proposing to drill a well there then,
correct?

MR. KRAKAUSKAS: | don't know if they're
proposing to drill a well there as |I'mnot an owner in

t hat acreage, but there is a closer location that is
approximately an eighth of a mle |less than a quarter of
amle away, so it's nore easily accessible than being
at the end of a two and a half mle lateral, you know,
getting out two and a half mles is already a stretch,
you know, there's a risk that we may not nmake it that
far just due to, you know, conmmon issues in drilling.
So rather than risk it and go through the pooling
process with those five parties, we've decided to | eave
that out of our formation unit as it is nore easily
accessible fromthe east and does not risk the well.

MR. MCCLURE: Now having said that though
you, in the instance where you own 100 percent of the
wor ki ng i nterest though, clearly you're taking that
extra risk because you think that acreage m ght be
stranded ot herw se, correct?

MR. KRAKAUSKAS: Correct.
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MR. MCCLURE: Ckay. The other question |
had is the area in between your east half of the east
hal f well and the west half of that west half well at
the center areas of the Section 19 and Section 30, do
you know what the plan is for that acreage?

MR. KRAKAUSKAS: We, we plan to drill those
wells, we just don't have themin our one-year plan. So
we'll be back to a hearing if we don't nake a deal with
Oxy in the future to, to develop that acreage as well.

MR. MCCLURE: Now as far as percentage of

working interest in that area, does your conpany own the

maj ority?

MR. KRAKAUSKAS: Yes, we own the mpjority
of the interest. Scroll to that exhibit.

MR. MCCLURE: Do you have it |isted?

MR. KRAKAUSKAS: If you |l ook at Exhibit 3,
you'll see by ny conpany | represent Strata --

MR. MCCLURE: You, either | |ost you or you
| ost your Internet.

HEARI NG OFFI CER BRANCARD: M . Krakauskas,
we cannot hear you at this point. W can see you, we
just can't hear you. Not now. Mybe if you turn off
your video and just try audio.

MS5. SHAHEEN: |'m not sure he can hear us.

HEARI NG OFFI CER BRANCARD: It's showi ng him
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as nuted, it's also showing himas frozen, that's not a
good si gn.

M5. SHAHEEN: Let ne see if | have a cel
phone number for himand text him

HEARI NG OFFI CER BRANCARD: Ckay. Now
you're not nmuted, but we can't hear you, | don't think
we can hear you

MR. KRAKAUSKAS: Can you hear ne?

HEARI NG OFFI CER BRANCARD: Yes.

MR. KRAKAUSKAS: Okay, we're back. Sorry
about that, | don't know what happened. So if you'll go
to Pajarito No. 4H and go to Exhibit A3. W, we --

MR. MCCLURE: [|'mon A4, let me scroll up a
bi t.

MR. KRAKAUSKAS: Yeah, A3 will be a little
easier to see the division of interest.

MR. MCCLURE: Do you know what page that's
on on the --

MR. KRAKAUSKAS: Page 3.

MR. MCCLURE: Okay, | see a page nunber. |
must not be in the right place.

MS5. SHAHEEN: It's going to be in case
No. 23004, so towards the end there.

MR. KRAKAUSKAS: Oh, you conbined all the

exhi bits, | apol ogi ze.
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M5. SHAHEEN: |1'mgoing to tell you what
pdf page it is here, just a sec.

MR. MCCLURE: Yeah, thank you, that m ght
be the easiest way.

MS. SHAHEEN: 127.

MR. MCCLURE: Ckay, | got it. | see 127,
it just looked like it said Exhibit A4 | guess, but |
think I'"'mon the right page. So go ahead, sir.

MR. KRAKAUSKAS: So can you guys hear ne

now?

MR. MCCLURE: Yes, sir, we can.

M5. SHAHEEN: |'m sorry, just to clarify,
the, the tract, I think M. Krakauskas may be referring

to the, to the unit map that's Exhibit A3 and that would
be on Page 126.

MR. KRAKAUSKAS: Correct.

MR. MCCLURE: Ckay, okay, yep, |I'mthere
now t 0o.

MR. KRAKAUSKAS: So we have a term
assignment from Link & Associ ates, SJR, Wade Carrigan
and Wnn Investnents. And the interest in the infil
wel l's between the east half and the west half wll be
simlar to this. So we will have approximately 82 and a
hal f percent of that interest.

MR. MCCLURE: The other two entities there,
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right, is what you're referring to?

MR. KRAKAUSKAS: Yes, sir.

MR. MCCLURE: COkay. Nowis this also
correct | guess for the east half -- well, | nean,
obviously it wouldn't be exact nunbers, but is it
simlar to this in the east half of the east half of 31
t hen, because | think that one was left off, but
obviously that's accessible rather than bei ng bordered
in by the east half?

MR. KRAKAUSKAS: The sout heast/northeast of
31 and the northeast of the southeast of 31 currently
have two vertical Delaware wells producing that were
drilled back in the '80s, so that's why we chose not to
include those or drill a east half/east half well in
Section 31.

MR. MCCLURE: Ckay, | gotcha. And you
know, | think that's, that's all of the questions I
have. Thank you, sir. Thank you, Ms. Shaheen. Back to
you, M. Brancard.

MR. KRAKAUSKAS: Thank you, M. MCure.

MR. MCCLURE: Thank you.

HEARI NG OFFI CER BRANCARD: Thank you. So
you have all these interest owners |isted, but the only
uncomm tted owner is Oxy, is that correct?

MR. KRAKAUSKAS: Correct. We, we actually,
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Li nk & Associ ates, SJR, Wade Carrigan and Wnn

| nvestments are all famly or friends of ours who invest

in all our properties. W actually have a term

assignnent fromthemto develop this acreage. And the

only parties that we do not have commtnment fromare Oxy

USA and Oxy Y-1.

HEARI NG OFFI CER BRANCARD: Okay. Well,

usually the docunments sort of indicate who's committed

and who's not, that's why |I'm asking.

MR. KRAKAUSKAS: | apol ogi ze. Future,

future exhibits I'll put that on there.

HEARI NG OFFI CER BRANCARD: Either with
asterisks or highlighting or people do various ways of

i ndi cating which ones are commtted, so therefore we

know who has to get notice.

MR. KRAKAUSKAS: Yes, sir.

HEARI NG OFFI CER BRANCARD: That's the

i nportant part for us. So these are overl apping

units here?

MR. KRAKAUSKAS: They are. We're going to

basket weave since, since we won't be able to conplete

our lateral, you know, until we're out a certain

di stance fromthe vertical portion of the wellbore, we

don't want to | eave any of that, that acreage that would

be stranded on nonoverl apping |aterals, so we're

spaci ng
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overl apping so we can conplete the entirety of the
| ateral through the, you know, both spacing units.

HEARI NG OFFI CER BRANCARD: Ckay. So cases
23000 and 23003, that's your DML 1H there, are
over | appi ng?

MR. KRAKAUSKAS: Correct. And basically
between the first, the first perforation on your [|ateral
on one well going north versus the first perforation on
your lateral on the well going south, you can save
anywhere froma thousand to 1,200 feet of l|ateral pay,
hori zontal pay by doing the basketweavi ng.

HEARI NG OFFI CER BRANCARD: Ckay. Thank
you. | think that's all the questions |I had. So, yeah,
Ms. Shaheen, if you'd just, you know, on your
applications indicate when they're overl appi ng, okay,
just so, you know, if any issues cone up with notice,
whi ch there shouldn't be here, this is the sanme interest
owners, right, soit's not, it's not an issue, but
that's, that's a separate sort of step in the horizonta
well rules in overlapping spacing units, just so we
understand that you have conplied with that. | mean, if
you could just submt sonething, that would be hel pful.
So it just affects those two cases | believe, those are
the only overl aps.

MR. KRAKAUSKAS: Correct.
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M5. SHAHEEN: |t would be 23001 and 23003?

HEARI NG OFFI CER BRANCARD: No, it's 23000.

MS. SHAHEEN: Ckay.

HEARI NG OFFI CER BRANCARD: And 23004, the
sout hwest half ones, is that right?

MR. MCCLURE: 23003, | think, M. Brancard.

HEARI NG OFFI CER BRANCARD: 23003 is it,
okay, | believe.

MR. MCCLURE: Unless |'m w ong.

MR. KRAKAUSKAS: Correct, Pajarito No. 1
and Pajarito No. 7.

M5. SHAHEEN: And, and woul d a suppl enent al
affidavit that briefly addresses the, the overl apping
spacing units and the reasons for that, would that be
sufficient?

HEARI NG OFFI CER BRANCARD: Yeah, | nean,
just indicate that you're al so, you know, have
overl apping spacing units and, you know, notice was
provi ded obvi ously because this is the sane interest
owners. That's all, it's not a big deal.

MS. SHAHEEN. OCkay. WII do.

HEARI NG OFFI CER BRANCARD: Ckay. | think
that's the only questions | have. Thank you for

addressing the stranding potential issues here. All

right. Is that it, M. MCure?
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MR. MCCLURE: Yes, sir, M. Brancard, |
didn't have any other questions pop up.

HEARI NG OFFI CER BRANCARD: All right. Are
there any other interested persons then for 23000, 001,
002, 003 or 004? Hearing none, the exhibits will be
admtted into the record, the case will be taken under
advi sement, we'll |eave the record open just for a
suppl enental affidavit that discusses the overl apping
spacing units, and | guess also just confirmin that
affidavit that the only unconmtted party is Oxy.

MS. SHAHEEN. WII| do. Thank you, M.
Exam ners.

HEARI NG OFFI CER BRANCARD: Thank you.
Ckay. Wth that, we are now on itens 65 and 66, these
are cases 23010, 23011. Titus G| & Gas.

MS. SHAHEEN: Sharon Shaheen, Montgonery &
Andrews, for Titus G| & Gas.

HEARI NG OFFI CER BRANCARD: Thank you. Are
there any other interested persons for cases 23010,
23011? Hearing none, Ms. Shaheen, you may proceed. And
you al so have a notion here to replace the applicant.

MS. SHAHEEN:. That is correct, M.
Exam ner. And, and this was done, this is actually a

strai ghtforward case, just asking to extend the tine to

drill. This is the first extension of tinme to dril
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these wells and there's sone potash issues and we
haven't received the approval of the permts to dril
fromBLM But in the neantine, and we explained in our
original exhibits that Titus and Fasken had entered into
an operating agreenent that nanmed Fasken as the operator
and that we would be filing a change of operator after
the permts had been approved. However, the permts
have not yet been approved and then Titus was in the

position of being the applicant to extend the tinme for

drilling and then after it filed the application to
extend the time for drilling, Titus divested itself of
its assets in this acreage. And so |, | spoke with M.

Tremai ne and he suggested we file this notion to repl ace
Titus as the applicant. So that's the history of it.

And |, we don't have any other parties here.
Fasken is in good standing with the division, Fasken
continues to own an interest in the spacing units, Titus
and Fasken anticipate that the BLM permts will be
approved shortly and a change of operator will be filed
with the division at that tine.

In Iight of these circunstances, Titus asks that
Fasken be, that Titus be replaced with Fasken as the
applicant in these matters.

HEARI NG OFFI CER BRANCARD: Thank you. M.

McCl ure, questions?
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MR. MCCLURE: Yes, M. Brancard, | do. M.
Shaheen, so just to confirm | mean, obviously this is a
deal that both operators are in support of, correct, and
you're representing both operators in this case?

MS. SHAHEEN: That's right. And we did
enter an appearance on behalf of Fasken | believe in
both cases, it may have been that ny paralegal omtted
one of the cases, but Fasken has entered an appearance
in both of these, in at |east one of the cases, and if
not the other, | now enter an appearance on behal f of
Fasken.

MR. MCCLURE: So a question | had. Can we
go to the devel opnental area. It |ooks like the BLM
still has it as pending status. To your understanding
do they have any outstanding issues that need to be
addressed before they can process that?

MS. SHAHEEN:. | don't believe so. MW
understanding is getting approval is immnent, but it
just has not yet happened.

MR. MCCLURE: Ckay. Very good. And as far
as changes to the AFE with the change of operator, is it
essentially going to be the sane, the sanme AFE that
we're | ooking at, or what?

MS. SHAHEEN: | believe so. | haven't been

told that there would be a different AFE here, but ny
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land man M. Wallace | believe nay be on the phone and,
and i f you have questions for him Mke, are you there?
Does soneone need to allow himto speak?

MR. MCCLURE: 1Is he on the call-in?

MS. SALVIDREZ: He is there and he can
unnut e hinsel f.

M5. SHAHEEN. M ke, can you hear us? [|'m
going to shoot hima quick email. |If we can't get him
on | can talk with himafter the hearing and provide
additional information in the formof a supplenenta
affidavit, if that would be hel pful

MR. MCCLURE: Yes, yes, please, that should
be sufficient | would think. 1 don't know, | don't know
if M. Brancard concurs though on that.

HEARI NG OFFI CER BRANCARD: Wl |, what
exactly did you need, the information, M. MC ure?

MR. MCCLURE: Just a suppl enental
confirmng that it is the same AFE that's going to be
used, or very simlar | guess in val ue.

MR. WALLACE: This is Mke Wallace, |I'mon
the line. Can you hear ne?

MR. MCCLURE: Yes, sir, we can.

HEARI NG OFFI CER BRANCARD: M. Wall ace, can
you raise your right hand. | will just assune you are.

M KE WALLACE,
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duly sworn, was exam ned and testified as foll ows:

MR. WALLACE: Yes.

HEARI NG OFFI CER BRANCARD: Thank you. And
spell your name for the record.

THE W TNESS: It's DDA-V-1-D, M | go by
M ke, WA-L-L-A-CE

HEARI NG OFFI CER BRANCARD: Thank you. So |
guess the question was whether the AFE will change with
t he change of operator?

MR. WALLACE: It's ny understanding that

there won't be any material changes to the AFE, | think
that it will be simlar than what was sent out.
MR. MCCLURE: Thank you, sir. | have no

further questions, M. Brancard.
HEARI NG OFFI CER BRANCARD: Ckay. Thank
you. All right. So, M. MClure, you're okay then on

t he extension, you have no questions?

MR. MCCLURE: Well, it's a first year
extension, | think we can probably give sone | eeway |
guess.

HEARI NG OFFI CER BRANCARD: COkay.

MR. MCCLURE: | didn't have any questions
on it | guess. | nean, ny only concern was on the

devel opnental area if there was any disputes there then,

you know, potentially they may be com ng back in a year
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and it's just nice to have a heads up |I guess on if
we're going to be getting another extension request
before the well can be spudded, but | think that's kind
of been addressed by Ms. Shaheen.

HEARI NG OFFI CER BRANCARD: Ckay.

MR. WALLACE: Yes, also, I'msorry, also
the permts are going to be approved fairly soon and we
plan on drilling these wells as soon as we have
approval, so | think one extension is going to be
sufficient.

HEARI NG OFFI CER BRANCARD: Thank you. All
right. Okay. So | guess ny only concern, M. Shaheen,
is that it's one thing to replace an applicant, but it's
anot her thing to change the operator because you already
have an order and, you know, we have a process for that,
the Cl145 process. So |, I'msort of leaning that we
woul d continue just to rely on the Cl45 process in this
case. Your situation is not unusual, we have a nunber
of these cases where one party has filed an application
and then got bought out by sonmebody el se or traded with
sonebody el se, so we sort of nuddle al ong figuring out
who the real party is, so.

MS. SHAHEEN: Well, well good. I, | think

the change of operator formis fine if that's sufficient

for the division. | just wanted to nake sure that there
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wasn't going to be an issue with these applications
because Titus no | onger has an interest in the acreage.

HEARI NG OFFI CER BRANCARD: They are a
record title operator |I guess. All right. Wth that,
any other persons interested in cases 23010, 230117
Hearing none, the exhibits will be admtted into the
record and these cases will be taken under advisenent.

MS. SHAHEEN: Thank you, M. Exam ners.

HEARI NG OFFI CER BRANCARD: Thank you. All
right. |'mon case 67, 23005. Texas Standard
Oper ati ng.

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

HEARI NG OFFI CER BRANCARD: All right. M.
Bruce, |, you know, as of yesterday and this norning, |
don't see any exhibits fil ed.

MR. BRUCE: Well, they're sitting right in
front of nme and | thought |I had filed them | don't
know what - -

HEARI NG OFFI CER BRANCARD: Marlene, is
t here anything pending that we n ssed?

MS. SALVIDREZ: | processed everything.

HEARI NG OFFI CER BRANCARD: (Okay. So no
exhi bits, no hearing. This case will be continued to

Sept enber 15t h.
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MR. BRUCE: Thank you, M. Exam ner. |
apol ogize, I, | started filing themall at the sanme tine
and | guess | just m ssed one.

HEARI NG OFFI CER BRANCARD: Ckay. Thank
you. Next case, No. 68, case 23013. Mewbourne Q|
Conpany.

MR. BRUCE: M. Exam ner, Jim Bruce
representi ng Mewbour ne.

HEARI NG OFFI CER BRANCARD: Are there any
other interested parties for case 23013? Hearing none,
M. Bruce, you may proceed.

MR. BRUCE: M. Examiner, in this case
Mewbour ne seeks to pool the west hal f/east half of
Section 15 and the west half/east half Section 10 in 23
south, 34 east fromthe top of the Bone Spring to the
base of the second Bone Spring. The reason for that is
there are existing Bone Spring wells, one in the west
hal f/ east half of Section 15, a one mle |ateral, and
another one mle lateral in the third Bone Spring in the
west hal f/east half of Section 10.

Mewbour ne seeks to pool its Ibex 15/10 B10B IH
and B20B 1H wells. Exhibit 1 is the application and
post notice. Exhibit 2 is the land man's affidavit
whi ch contains the usual information of the parties

bei ng pooled and their interests, et cetera. The |and
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pl at shows the tracts and the interest owners invol ved.
There are Cl02's for each of the wells, hopefully I've
got that right on this. And attachnent B2, Exhibit 2,
the land man's affidavit shows the parties being pool ed
and their interests in the well unit. There is Exhibit
2C is a summary of comrunications with the parties and
the proposal letter. And then attachment D contains
AFE' s.

Finally, attachment E to Exhibit 2 because of
the overlap, both of which wells, the existing third
Bone Spring wells are operated by Mewbourne, but
Mewbour ne sent out a |letter pursuant to regul ations
regardi ng overlap. That 20-day period, objection period
has expired. Everyone in the third Bone Spring wells is
obviously in the first and second Bone Spring wells, so
there's really no adverse effect fromthe overl ap.

Exhibit 3 is the affidavit by Jordan Carole with

the cross section showing all the wells in the area. |If
you | ook at Exhibit 3A, every single well in this area
is a stand up well, and so hence the reason for this

stand up unit. There's a cross section showing that the
zone is continuous and uniformy thick across the
targeted interval, and therefore each quarter/quarter
section will produce nore or less equally to the well's

producti on.
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When | filed these Tuesday night, the exhibits,

| had the horizontal drawing plan for the first Bone

Spring well, | did not have it for the second Bone

Spring well. 1 did a supplenental filing yesterday and
submtted Exhibit 3D, which is the directional drilling
pl an for the second Bone Spring well. Exhibit 4 is ny

affidavit of notice with various green and white cards.
And Exhibit 7 which | did file yesterday is a
spreadsheet show ng the status of the certified mailings
in this case, so you just have that, although it was a
suppl enental filing. And, whoops, | notice that | my
have done what |'ve done before, M. Exam ner. Oh, one
thing of note is one of the parties being pooled is Tom
Ragsdal e and during the course of this proceedi ng we
di scovered a new address for M. Ragsdale, so besides
the original notice letter, two days | ater another
notice letter was sent to M. Ragsdale who did receive
t he actual noti ce.

And if I'"mlooking at this right, | haven't
| ooked it up on the conputer yet, | mght have filed a
pool i ng checklist and the affidavit of publication, I
may have turned them upside down, so | don't know if
t hey show up in your exhibit package, M. Exam ner.

HEARI NG OFFI CER BRANCARD: They do.

MR. BRUCE: They do, okay. That was after
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| filed them One thing, M. Exam ner, notice was
published tinmely in the newspaper and | have still not
received the actual affidavit of publication. | have
contacted the Hobbs Newspaper, but | haven't heard back
fromthemyet. I'mtrying to get an affidavit of
publication or a, perhaps a second one if the first one
wasn't shipped to ne. But that is a, obviously that
could be an issue. But as you can see, they billed nme
for it and | paid it and notice was published | believe.
And | woul d ask perm ssion to supplenment the record with
what | hear back from the Hobbs Newspaper.
But with that, | nove adm ssion of Exhibits 1

through 6. And I can either take the matter under
advi sement or continue it for two weeks to see if | can
get the affidavit of publication.

HEARI NG OFFI CER BRANCARD: Thank you. M.
McCl ure, questions?

MR. MCCLURE: Yes, M. Brancard, | do. M.
Bruce, you already addressed | guess the big question I
had, which was the affidavit of publication. But | do
have anot her question. |Is it your understandi ng that
both of these wells are going to be allocated to the
sane Federal Com agreenent?

MR. BRUCE: Yes, it would be under the sane

Com agr eenent, yes.
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MR. MCCLURE: | guess the reason | ask
that, why do they have different well nanmes then?

MR. BRUCE: Oh, oh, wait a mnute. Are you
tal king about with the third Bone Spring wells?

MR. MCCLURE: No, no, no. Both of the
wells in this pooling application have different well
names from each other, but yet presumably they'l| be
part of the sane Com agreenent?

MR. BRUCE: They will be.

MR. MCCLURE: | guess | wanted to confirm
t hat .

MR. BRUCE: They will be part of the sane
Com agreenent. The only nanme difference is, let ne be
sure, is it's Mewbourne's nam ng system they're the
| bex 15/10 B10B, which is the first Bone Spring well,
and the 15/10 B20B 1H, which is the second Bone Spring
well. They're in the same pool, sanme formation,

di fferent zones, first and second Bone Spring sand, but
they would be in the same Com agreenent.

MR. MCCLURE: And |I'mjust wondering -- oh,
go ahead, M. Bruce.

MR. BRUCE: The interest ownership is
uni form t hroughout the Bone Spring formation in this
ar ea.

MR. MCCLURE: OCkay, very good. Yeah, | was
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kind of assuming that it would cone back to Mewbourne's
nam ng convention. Having said that, Mewbourne's nam ng
convention is not the sane as the division's nam ng
convention, essentially all wells that are going to the
sanme "l ease," the Com agreenent, should have uniform
names. Having said that, | don't know as it's an issue
for this application, but just sonething for

consi deration. Thank you, M. Bruce. Thank you, M.
Brancard, | have no other questions.

HEARI NG OFFI CER BRANCARD: Thank you. M.
Bruce, the other thing that you will need to correct is
your checklist, your |egal description. There are too
many townshi ps and ranges in there.

MR. BRUCE: Your point being?

HEARI NG OFFI CER BRANCARD: That's a m ghty
big well in there.

MR. BRUCE: | just got carried away with
the keyboard. | will change that.

HEARI NG OFFI CER BRANCARD: Thank you. All
right. Are there any other interested persons for case
23013? Hearing none, the exhibits will be admtted into
the record, the case will be taken under advisenent, the
record |l eft open for revised checklist and affidavit of
publ i cati on.

MR. BRUCE: Thank you, sir.
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HEARI NG OFFI CER BRANCARD: All right. 1"l

check in once again with our court reporter, how

doi ng? All right.

So with that, | will call items 69 and 70 and |

guess 71, these are cases 22995, 22996, 22997. Novo Q|

& Gas.

MR. SMTH: Good norning, M. Exam ner.

|"'m Bryce Smith with Modrall Sperling on behalf of the

applicant, Novo Ol & Gas.

HEARI NG OFFI CER BRANCARD: Thank you. |
have an entry of appearance for MRC Del aware Resources.
MS. VANCE: Good norning, M. Hearing

Exam ner, M. MClure. Paul a Vance with the Santa Fe

office of Holland & Hart on behal f of Matador.

HEARI NG OFFI CER BRANCARD: Thank you. Are
there any other interested persons for cases 22995, 996,

or 997? Hearing none, M. Smth, | believe you have a

motion to dismss on 22997, is that correct?

MR. SM TH: Yes, M. Exam ner.

HEARI NG OFFI CER BRANCARD: All right. Are

t here any objections to the notion?

MS. VANCE: None from our end.

are you

HEARI NG OFFI CER BRANCARD: So we wi |l grant
the notion to dismss and you will go forward then, M.
Smth, with cases 22995 and 996. Pl ease proceed.
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MR. SMTH  And thanks, M. Examner. |'m
going to put the two cases on separately just because of
the spacing units at issue in each case. So first in
case No. 22995, Novo Ol & Gas seeks to pool uncommitted
m neral interests in a 320-acre Wl fcanp hori zont al
spacing unit conprised of the west half of Section 26,
Townshi p 22 south, Range 28 east in Eddy County.

You'll see that we tinmely filed the exhibits on
Tuesday, August 30th. And Tab A is the conpul sory
pooling checklist. Behind that is Tab B which is the
decl aration of professional |and man Peter Schm dt. M.
Schm dt has not previously testified before the
division. He has a BBA in energy managenent and fi nance
fromthe University of Oklahoma and he's been with Novo
since 2021, but he's worked in the industry as a | and
prof essi onal since 2010. And | would refer the division
to M. Schmdt's resunme which is attached as Exhibit B8
to his declaration and | would ask that his credentials
as a professional |and man be accepted by the division
as a matter of record.

HEARI NG OFFI CER BRANCARD: Thank you. Any
obj ections? Hearing none, so admtted.

MR. SMTH: Thank you, M. Exam ner. Wth

hi s declarations and typical |and exhibits, including

the applications in Cl02 for these wells, you'll see
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that the wells are in the Crocubot Wl fcanp whi ch has,
utilizes 320-acre building blocks. And this is a
320-acre horizontal spacing unit.

One of the things | wanted to call out in M.
Schm dt's declaration is that Novo is asking for
expedi ted review and approval of these applications to
an extent possible just because of an inpending
deadl i ne, contractual deadline with one of the commtted
interest owners to drill the wells in this acreage.

Also with the land exhibits is the |ease tract
map, the summary of interest and the |list of the parties
bei ng pooled. You also will find a summary of contacts
with the noncomm tted working interest owners as well as
a notice of affidavit prepared by this firmwhich shows
that notice was tinmely mailed to the two working
i nterest owners which we're seeking to pool here on
August 9t h.

And Tab C is the declaration of Novo's geol ogi st
M. Mchael Hill. M. HIl has previously testified
before the division and his credentials have been
accepted as a matter of record. Wth M. Hll's
declaration is the usual suite of geol ogy exhibits
i ncluding the | ocator map, the well bore schenmatic
show ng the devel opnment plan, and then the geol ogy study

that M. Hill performed for these wells.
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So with that, I'd ask, | stand for
ask that the exhibits in case No. 22995 be

the record and that the case be taken under

HEARI NG OFFI CER BRANCARD: Thank you. M.

McCl oure.

MR. MCCLURE: M. Brancard, |
no questions for this case.

HEARI NG OFFI CER BRANCARD: Al |
M. Smith, this is a gas well, is that corr

MR SMTH Yes, it's in the Wl fcanp,

Crocubot Wbl fcanp pool and it's a gas pool,
correct.

HEARI NG OFFI CER BRANCARD: Al |
Thank you. Are there any other interested
"1l go to Ms. Vance. Questions?

MS. VANCE: No questions.

HEARI NG OFFI CER BRANCARD: (bj

M5. VANCE: No objections.

HEARI NG OFFI CER BRANCARD: Thank you. Al

right. Wth that, I will admt the exhibit

22995 and the case will be taken under advi

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

HEARI NG OFFI CER BRANCARD: You nmay proceed

wi th 22996.

MR. SMTH.  Thank you. So again, Bryce

guesti ons and
admtted into

advi sement .

have, | have
right. So,
ect?

that's

right.

persons? O

ections?

S in case

sement .
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Smth with Mddrall Sperling on behalf of the applicant
Novo O | & Gas, Northern Del aware.

In this case 22996 Novo seeks an order fromthe
di vi sion pooling uncommitted interest owners a 160-acre
Bone Spring horizontal spacing unit conprised of the
west half of the west half of Section 26 and 22 south,
Range 28 east in Eddy County.

The exhibits were filed on Tuesday, August 30th.
Tab A is the pooling checklist and behind that is the
decl aration of M. Schm dt who has now been admtted as
an expert professional |and man whose credential s have
been accepted by the division. Behind his declaration
is the applications in the Cl02's for these wells.
These wells are in the Clever Bluff Bone Spring south
pool which is pool code 15011. Wth his declaration
you'll find the | ease tract map, the sunmary of
interests, and a list of the parties to be pool ed.

Additionally there is the summary of M.
Schm dt's contacts with the working interest owners that
are uncommtted as well as the notice of affidavit
prepared by this firmwhich shows the notice was nail ed
to them on August 9th. Behind that Tab Cis the
decl aration of Novo's professional geologist M. Hale.
M. Hale has previously testified before the division

and his credentials have been accepted as a matter of
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record. Wth M. Hale's declaration is the usual suite
of geol ogy exhibits including the |ocator map, the
wel | bore schematic and the geol ogy studies for these
wel | s.

Wth that, | stand for questions and ask the
exhibits in case 22996 be admtted into the record and
that the case be taken under advisenment.

HEARI NG OFFI CER BRANCARD: Thank you. M.
McCl ure, questions?

MR. MCCLURE: M. Brancard, | don't have
any questions for this case either.

HEARI NG OFFI CER BRANCARD: Thank you. M.
Smith, it's sort of hard to go through your exhibits
because you have a | ot of copies of the sane application
again and again. So, anyway, let's |ook at 22996, your
checklist here. | think you need to nake sone
corrections on this. It says your spacing unit is
40 acres, which it's not, it's 160 acres, right? And
then it says your building blocks are 160 acres, which
they're not, they' re 40 acres, so.

MR. SMTH: Yeah, | can correct that.

HEARI NG OFFI CER BRANCARD: I think that was
the only issues |I have, unless you can for ne tell ne
how to pronounce the name of your wells.

MR. SM TH: Crocubot .
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HEARI NG OFFI CER BRANCARD: Crocubot.

MR. SMTH:. That's how | pronounce them
can't say that that's the official Novo pronunciation.

HEARI NG OFFI CER BRANCARD: | was expecting
something a little nmore French, but.

MR. SMTH: Yeah, that's the, that's the
sout hern New Mexi co version of pronouncing that, |I'm
sure | butchered it.

HEARI NG OFFI CER BRANCARD: Thank you. Are
t here any questions, Ms. Vance?

MS. VANCE: No questions and no objections.

HEARI NG OFFI CER BRANCARD: Thank you. Wth
that, the exhibits in case 22996 will be admtted into
the record, the case will be taken under advisement with
the record left open for a revised checkli st.

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

HEARI NG OFFI CER BRANCARD: W th that, we're
down to item No. 72, case 23026. Marathon O Perm an
LLC.

MS. BENNETT: Thank you, M. Exam ner.
Deanna Bennett on behal f of Marathon G| Perm an, LLC

HEARI NG OFFI CER BRANCARD: Thank you. Are
there any other interested parties for case 230267
Hearing none, Ms. Bennett, you may proceed.

MS. BENNETT: Thank you. In this case
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Mar at hon seeks an extension of time to commence drilling
of the initial FiddleFire well. In this case Mrathon
is seeking an extension of tinme through October 2023,
the original order would expire in October 2022. And
the original order involves a Bone Spring 640-acre
standard spacing unit in the north half of Sections 23
and 24, Township 24 south, Range 28 east. And there are
two wells in that application, one of which is a
proximty tract well which is how we were able to create
a 640-acre standard unit.

In the application, or in the exhibits that we
filed I've included the application, actually first the
first exhibit is the self-affirnmed declaration of Chase
Rice. And M. Rice is a land professional for Marathon
and he's previously testified before the division and
his credentials have been accepted as a matter of
record. And in his self-affirmed declaration M. Rice
expl ains the reasons for needing the extension of tine,
which is just Marathon getting back on track after COVID
and the supply change disruptions. Everything is
proceeding step wi se, but things that were further
behind in their original drilling schedule now are
needing to be noved out a bit of tine.

So the other thing | wanted to point out in M.

Rice's affidavit is that Marathon has approved APD s for

Page 90

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



A WD

ol

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

25

these wells and Marathon is anticipating spuddi ng these
wel l's October 1st of 2023. So these are on Marathon's
drilling schedul e and Marat hon does have approved APD s
for the wells. Also as M. Rice explains in his
affidavit, there's no opposition to the extension of
time and no other parties have cone forward to dril

this acreage, so there's no obstacle to Marathon

drilling it, they just need a bit nore tine to get
caught up with their drilling schedul e.
So in addition to M. Rice's declaration, |'ve

i ncluded the application that we filed as well as the
prior order in this case for the division's convenience.
And |'ve also included our notice exhibit and the notice
exhibit is a declaration fromnyself which shows the
mailing list and the letters were tinely sent.

Exhibit Bis the certified mailing tracking
information which is a table that shows, it tracks the
mailing for us and it shows the names and addresses of
the parties to whom notice was sent and the status of
the mailing. And there are three parties that still
show mai |l ed and | | ooked up the tracking nunmbers for
those three parties and the tracking information says
it'"s intransit, the letters are in transit, that
there's been a delay, but they are in transit. That's

as nmuch as | was able to find on the USPS Wbsite.
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And then we published out of an abundance of
caution and our affidavit of publication is included
with our exhibit packet as Exhibit C and notice that the
publication was tinely done as well.

So with that, | would ask that the exhibits in
this case be adnmtted into the record and |I'm happy to
answer any questions, or try to answer any questions the
di vi si on may have.

HEARI NG OFFI CER BRANCARD: Thank you. M.
McCl ur e.

MR. MCCLURE: Yeah, M. Brancard, | do have
some questions. M. Bennett, | guess, so essentially I
guess is the reason because it's supply chain issues or
because Marathon has too many wells on its schedul e
then? | think those were the two different reasons you
i ndi cat ed.

MS. BENNETT: Well, | wasn't trying to say
that they have too many wells on their schedule. What |
was trying to say is you can inmagine with COVID and with
the supply chain issues, things got backed up. And
right now we're getting to the end of things that had
been backed up. So it's not that there are too many
wells, it's just noving through this in a step w se
fashion, we're now at a point where orders that are set

to expire in Cctober, or 2022, those wells were
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necessarily pushed back because orders for wells that
were going to expire earlier are nmoving forward, if that
makes sense. So it's nmore of a chain reaction than too
many wel | s.

MR. MCCLURE: So then | guess is Marathon
unable to contract additional drilling rigs to get back

on schedul e?

MS. BENNETT: | don't know the answer to
t hat question. | just know that Marathon has these
wells on its drilling schedule and so it is clear that
they intend to drill these wells, but |I can't speak to

the availability of rigs and how those rigs are
all ocated at this tine.

MR. MCCLURE: Well, | guess the expected
spud date | guess makes ne question | guess how far down
the list actually it is because your expected spud date
is quite literally two weeks before the new requested
ext ensi on dat e.

MS. BENNETT: Mm hmm

MR. MCCLURE: And so | guess are they
actually going to be able to nmeet their schedul e here |
guess?

MS. BENNETT: Again, | don't want to put
words in Marathon's mouth, but | did expressly ask them

to include that information so that we coul d denonstrate
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to the division that these are on their schedul e and
that they intend to drill them So based on ny request
to have them put that information in the declaration, |
woul d assune that neans that they feel confident that

t hey can neet that deadline.

MR. MCCLURE: So | guess if Marathon were
not to be able to neet that deadline, does that nean
they're going to cone back again and ask for a third
year extension if they don't neet that two-week w ndow
t here?

MS. BENNETT: That's what we would need to
do.

MR. MCCLURE: |s conme back for another
third extension if they don't. So then the intention
isn't tolet it expire and get a new order after the
second year, it would be to cone back for a third year
extension if Marathon is not able to neet that two-week
wi ndow t hen?

MS. BENNETT: Well, | nean, sitting here,
again, I'mnot going to prom se that Marathon isn't in
the future, that there's sone constraints that cone up
that prevent them fromnoving forward with these wells,
but the intent is to drill them under this extension of
time and not let the order expire.

MR. MCCLURE: | guess what my question is
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on sonething el se you brought up is there is no
conpeting I'll say pooling orders or there is no
conpeting proposal to drill wells across this acreage.
| guess do we actually know that there's no interest
because, | nean, they have an active order so, | nean,
it seens unlikely that sonmebody could cone in, even if
they do have interest, that they would conme in and try
to conpete agai nst an active order here, you know,

wi t hout a good argunent for getting rid of the order.
So, | nean, can we actually say there is no interest
there or are we just speculating that there's no

i nterest there?

MS. BENNETT: Well, | did provide notice to
all the pooled working interest owners, uncommtted
wor ki ng i nterest owners and none of them objected to it
or appeared in the case. And so | guess, you know, ny
assunption fromthat is that they don't have an interest
in challenging the order. They certainly could have
cone in and chal l enged the order. 1've seen in the past
where fol ks have conme in and chall enged an extension of
time on the grounds that the devel opment wasn't noving
qui ckly enough and that did not happen here.

MR. MCCLURE: Ckay. Thank you, Ms.

Bennett. | don't have any other questions, M.
Brancar d.
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MS. BENNETT: Thank you very nuch, M.
McCl ure.

HEARI NG OFFI CER BRANCARD: Thank you. Are
there any other interested persons for case 230267
Hearing none, the exhibits will be admtted into the
record and case 23026 will be taken under advi senent.

MS. BENNETT: Thank you very nuch.

HEARI NG OFFI CER BRANCARD: Once again, 1'11
check in with our court reporter. W have one nore case
to go, but this one may run a little bit |onger, so.
Okay, we're ready to go. How are you doing, M.

McCl ure, are you okay?

MR. MCCLURE: |'m good, yeah.

HEARI NG OFFI CER BRANCARD: All right. So
we're now on item 73, case 22973. Catanount Energy
Part ners.

MR. FELDEWERT: May it please the
Exam ners, M chael Feldewert fromthe Santa Fe office of
Hol I and & Hart on behalf of the applicant.

HEARI NG OFFI CER BRANCARD: Thank you. Are
there any other interested persons here today for case
22973? Hearing none, M. Feldewert, | believe this is a
continuation froma prior hearing and there were a
nunber of issues that were raised that we asked for

addi tional information on or clarification or revised
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application or whatever.

So maybe you can start with the whol e issue of
the spacing units and what your client decided to cone
up with, that they were applying for a nonstandard
spacing unit, but it appeared to fall into both
categories of a nonstandard spacing unit, so what was
t he resol ution?

MR. FELDEVERT: The resolution, M.
Exam ner, as shown by our supplenmnental exhibits, in
particular the affidavit of Denise G eer, which we've
mar ked as suppl enental Exhibit A so this is her second
statenent | should say. The conpany went ahead and
provided notice to all of the affected parties
surroundi ng the proposed spacing unit. And the only
parties who had not already been notified are contained
in what we've marked at the end here, the suppl enental
exhibits. Exhibit Cl, you'll see there's two parties,
Mor ni ngstar Operating and Sinco are the only parties
of fsetting the nonstandard spacing unit that were not
previously notified. They have received notice and
i ndi cated both to Catanmount and by their nonappearance
here that they do not have any objection to the proposed
nonst andard spacing unit. So we've notified everybody
within and we've notified the affected parties outside.

HEARI NG OFFI CER BRANCARD: Wel |, |
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appreci ate your explanation because | could not figure
out fromyour submttal who was notified as a result of
that action. But you're saying it's just, it's just

those two listed then after your affidavit?

additional affected parties who had not previously

recei ved notice.

just be helpful if you explained that in an affidavit or

writing that that's how you conplied with that, that's

al | .

Par agraph 2 of her statenent.

just says we notified people, it doesn't say who or how.

Normally there's a |ist and then we can check the |i st
agai nst who you gave notice to or whatever, so. O a
map showi ng the properties around it and et cetera.

But, al

spacing unit you have now notified?

MR. FELDEWERT: Those were the two

HEARI NG OFFI CER BRANCARD: Okay. It would

MR. FELDEWERT: | was | ooking at

HEARI NG OFFI CER BRANCARD: Yeah, but it

MR. FELDEWERT: Ckay.

HEARI NG OFFI CER BRANCARD: That's all.

right. So all that property around this

MR. FELDEWERT: The affected parties, yes.

HEARI NG OFFI CER BRANCARD: COkay. All

right. So you're going to continue with one |arge
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nonst andard hori zontal spacing unit?

MR. FELDEVERT: Correct.

HEARI NG OFFI CER BRANCARD: Ckay. Thank
you. So that was, that was one set of issues. [|I'm
trying to recall what other issues we had. | guess just
updating the interests, which I think you' ve done here.

MR. FELDEWERT: Yeah. | think you asked,
and |'m |l ooking at ny notes, that since it was going to
take a little you said to get the order together anyway,
you wanted to continue the matter so that they could
continue their discussions with all the small interest
owners within the spacing unit. And you'll see that Ms.
Greer testifies that they have undertaken those
addi tional efforts. Her Exhibit A6 identifies a, what
woul d be the revised ownership by tract because they
were able to reach sone additional agreenments with the
smal l er owners, did sonme acquisitions, so it shows the
new, the current ownership by tract.

Then if you go to the end of A6, which would be
Page 10 of the 30-page pdf, there's a summtion of that
and you'll see that she has highlighted the renmaining
owners that still need to be pooled. She's also
identified, and she did that in red, and then she al so
identified in green those that said they were on the

| ease, but they just haven't executed the | ease
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agreenent yet.

asked for a nore detailed discussion of the sunmary of

conmmuni cat i

A7, which begins on Page 12 of the 30-page pdf, you'l
see that there's a contact history with a group of
wor ki ng interest owners on the first page. And then the
remai ni ng pages are the unl eased owners, their attenpts

to |l ocate them and attenpts to reach a voluntary

agreenent .

probate, they can't find the heirs, they've contacted

rel ati ves,

deal s with,

| think you maybe have dealt with both in this exhibit,

which is A,

parties you were able to reach, and then efforts to

| ocat e peopl e who were unl ocat abl e.

exhibit deals with both of those?

HEARI NG OFFI CER BRANCARD: Right. And we

ons.

MR. FELDEWERT: So if you | ook at Exhibit

You'll see a lot of themare still in

et cetera. It's a pretty extensive effort.
HEARI NG OFFI CER BRANCARD: Okay. So that

it deals with, there were two i ssues, which

t he comuni cations you actually had with the

MR. FELDEWERT: Yes.

HEARI NG OFFI CER BRANCARD: Okay. So this

MR. FELDEWERT: Yes.
HEARI NG OFFI CER BRANCARD: Ckay.

MR. FELDEWERT: And then of course we
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provi ded previously at the, | believe it was the
August 4th hearing, and we published notice in the
newspaper as well.

HEARI NG OFFI CER BRANCARD: Ckay. So for
t he persons you provided additional notice to.

MR. FELDEVERT: Exhibit C1?

HEARI NG OFFI CER BRANCARD: Yes. I"mtrying
to find out what the date of the mailing is.

MR. FELDEVERT: " m | ooking at the
wonderful U.S. Postal Service notice here.

HEARI NG OFFI CER BRANCARD: Not exactly
hel pful .

MR. FELDEVERT: Yeah. Qur records indicate
the item was delivered on 8/15.

HEARI NG OFFI CER BRANCARD: | guess the
issue is when you mailed it, right, that's what we're
| ooking for. Anyway, there's a 20-day notice peri od.

MR. FELDEWERT: Ri ght .

HEARI NG OFFI CER BRANCARD: | just wanted to
make sure that you have net that, and I think you woul d
have had to have mailed it by August 12th, if | am
correct. So can you verify that?

MR. FELDEWERT: |'mlooking to see --

HEARI NG OFFI CER BRANCARD: We nornmally have

a copy of the letter, right, attached to your affidavit,
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but you don't.

that to you. |I'mnot sure why that wasn't in there.

letter

trying,

bel i eve we posted yet.

because | didn't have a transcript.

gotten

just got this, we got it before we got the prior
hearing. Al right. Well, | think the big issue was
the spacing unit question and that we provided you wth

a series of options and you went with option A

nonst andard spacing unit, yes.

by all

the ones in Col orado, correct?

MR. FELDEWERT: Yeah. Let ne see, |I'll get

HEARI NG OFFI CER BRANCARD: So a copy of the
with a date on it would be, would work.

MR. FELDEWERT: Yep.

HEARI NG OFFI CER BRANCARD: Al l right. [''m

"' m going through the transcript, which | don't

MR. FELDEWERT: No, I'mglad |I had ny notes

HEARI NG OFFI CER BRANCARD: And oddly we've

this transcript before we've gotten the prior, we

MR. FELDEWERT: Yes, if that's the enl arged

HEARI NG OFFI CER BRANCARD: Right. And, and

your surroundi ng properties | assune you included

MR. FELDEWERT: Yes.

HEARI NG OFFI CER BRANCARD: COkay. All

right. | junped in before you got a chance to make your
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presentation, M. Feldewert, but | don't knowif there
was anyt hing el se you wanted to add.

MR. FELDEWERT: Well, | think you led ne
through it very aptly. 1 guess | would need to nove the
adm ssi on of supplenental Exhibit A along with the
attachnents and then the exhibit, supplenmental Exhibit
Cl which is ny affidavit and then the notice of
information for the two additional parties that were not
previously noti ced.

HEARI NG OFFI CER BRANCARD: All right. M.
McCl ure.

MR. MCCLURE: Yes, M. Brancard. Now, M.
Fel dewert, | had a question in regards to the exhibits
fromthe initial, or when the case was first heard. And
this m ght have been covered. | guess just for
clarification, it looks like there's two different
exhi bit packets and it | ooks |ike the one that was
submtted, or at |east appears first in our imaging has
an additional six pages conpared to the one that appears
later in our imaging. Just to confirm is the one with
the nmore pages, with the higher page count, is that the
nost up-to-date exhibit or is it the one that appears to
be later in our imaging?

MR. FELDEWERT: There woul d be a package

that is | abel ed anended exhi bits, okay, which would be,
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as | |l ooked at the file it was the second package.

MR. MCCLURE: Ckay. So then it is the one
with the --

MR. FELDEWERT: And just to make, and there
was sone corrections we needed to make, so that is the
exhi bit package that you should go wth.

MR. MCCLURE: Okay. And | do see that
anended now that you say that. And actually, it |ooks
li ke on the second one, which is the one with the higher
page count, it looks like the second one in inmaging that
says anended has the higher page count, just for
what ever reason the file size is bigger on the original,
| don't know what's up with that. [|I'msorry, M.

Fel dewert, what was that?

MR. FELDEWERT: No, I'mglad you, | hadn't
gone back and counted the pages, so I'mglad the second
one, because | was going to be hardpressed to figure out
why it would be shorter. But the anmended package is
the, is the one that you should utilize along with the
exhibits that we subm tted Tuesday.

MR. MCCLURE: Yeah, very good, very good.
Now that I, now that | see the big bold type it says,
"Anmended exhibits,” that does becone overly clear
guess, | just hadn't seen that prior to my question.

Now based upon the prior transcript it would
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seem | i ke Morningstar is the working interest in the
acreage both north and south of the spacing unit, is
t hat correct?

MR. FELDEWVERT: You woul d have to ask
Deni se Greer our |and person, who is actually | believe
on the line if you -- did she testify to that
previously? Because | didn't have the transcript from
the prior case.

MR. MCCLURE: You know, | don't renmenber
who it was in the transcript that had testified to that,
if it was you answering questions or her.

MR. FELDEWERT: It probably would have been

Ms. G eer because | would not have that information.

M5. GREER. |I'mon the line, yes, this is
Deni se Greer, Catanount Energy, |'mthe senior |and nman
at Catanmount. Morningstar is the operator both to the

north and the south of the, our proposed spacing unit,
they also have an interest within the proposed spacing
unit.

HEARI NG OFFI CER BRANCARD: Thank you. Ms.
Greer, could you just -- well, you don't need to spel
your name because you have been previously admtted and
sworn in, so | just want to note that for the record.

MR. MCCLURE: Ms. Greer, are they the sole

working interest in the north and south then, are there
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additional parties that were also included in
the original notice?

M5. GREER: My understanding in
is they are the sole working interest owner.
south I'mnot sure, we don't have an interest
wells to the south of us. There probably are
wor ki ng interest owners, but |'mnot sure abo
but they are the operator of that unit, they
to the south of us.

MR. MCCLURE: And it nmay be, oka
be, maybe I'm m srenmenbering the rule, I"'mtr
remenber if it's the operator that needs to b
for the outside of ASB or if it's the working
You don't know the answer to that offhand, do
Brancard, or if M. Feldewert would know?

HEARI NG OFFI CER BRANCARD: W ca
the rule.

MR. MCCLURE: For sone reason
was working interest, but now that, now that
it mght be the operator.

MR. FELDEVERT: So it would be t
parties, and if you have an operator that's a
third-party operator, you can stop there, if
you go to working interest owners, and then i

t he working interest owner, you go to the un

the, in

the north
In the
in their
ot her

ut that,

have well s

y, it may

ying to

e notified
i nterest.

you, M.

n | ook up

t hought it

we're here,

he affected

not then
f you go to

eased
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m neral owners.

MR. MCCLURE: That sounds good. Thank you,
sir. Okay. So | guess an additional clarification, so
then Sinco is the operator to the acreage west of the
spacing unit then, is that correct?

MS. GREER That would be correct.

MR. MCCLURE: Okay. And then there is no
operator to the east of this because it's BLM unl eased
acreage, is that also correct?

MS. GREER That is correct.

MR. MCCLURE: Ckay, very good. A question
| had, which I'"mactually glad you're here today because

| guess there was another point that was touched upon a

[ittle bit in the previous hearing, but | don't know if
we got very nuch detail, and that was the topic of the
overhead rates, the 14,000 for drilling and the 1,400

per month while operating. There's reference made to
that being in line with surroundi ng operators and then
your own operations.

| guess can you provide a little bit nore

background as to, you know, |ike how many of the
surroundi ng operators, | nean, are we |ooking just in
proximty, | nmean, are we |ooking at |ike one operator

in aten-mle range or was there four operators in the

ten-mle range that are all running under the sane
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rates? | guess just a little nore clarification if you
woul d, pl ease.

M5. GREER: That is operators. | know
going up into Colorado it's been Sinco has that, the
Sout hern Indian tribe has accepted that as the rate that
t hey accept because the tribe, Southern I|Indian
Reservation conmes right up to the Colorado state |ine
just about, so there's a lot of wells. Morningstar has
accepted that rate. So | know BP who was in the basin
they actually had a higher rate up there. So | think
mul ti pl e operators actually use that rate now in the
general basin. W've had no pushback fromthem

MR. MCCLURE: And so then we realize they
have specifics as, to your understanding that's just
what's kind of surrounding, that's what's becom ng
mai nstream does that kind of clarify | guess your
response?

MS. GEER: Yes, it's becom ng mainstream
And we've been sending it out and people have been
signing the operating agreenent at that rate on other
wells that we're drilling in the area. So it was a
little bit lower rate than at one tine it used to be a
little higher and it has dropped down now to the 14, 000
for drilling and 1,400 for operating.

MR. MCCLURE: Ckay. And then there's a
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standard rate for all wells and the fact that this is a
multilateral well has no bearing on that then?

M5. GREER: No. |'ve seen sone vertica
wells with that. W just feel it's also a fair rate for
the horizontals with the |aterals.

MR. MCCLURE: You know, actually | think
that's all, that's all nmy questions. Thank you, Ms.
Greer. And thank you, M. Fel dewert.

HEARI NG OFFI CER BRANCARD: Thank you. And
just to review what M. Feldewert said, he's correct
that the notice goes to affected persons surroundi ng
areas, affected persons is defined as M. Fel dewert
provi ded, and the other part of affected persons is that
if there is federal mnerals or state mnerals the
federal agency or the state agency has to be notified.
| believe you already did that, is that correct, M.

Fel dewert ?

MR. FELDEWERT: Yes, sir, that first
package of exhibits at the |ast hearing included the
notice to the BLM

HEARI NG OFFI CER BRANCARD: Okay. And |
know Ms. Greer nentioned this, but | just wanted to nmake
sure for the record, she nmentioned the possible presence
of tribal lands, but are there any tribal |ands

adjoining this property?
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M5. GREER: No, the tribe is not involved
with this.

HEARI NG OFFI CER BRANCARD: Ckay. | know
they're not involved with this unit but, | nean, to the
north in Colorado, that's not tribal mnerals, is that
correct?

M5. GREER: That's correct.

HEARI NG OFFI CER BRANCARD: Okay. | just
wanted to clarify for the record because that would
require additional notice if there was tribal |ands.
Thank you. Okay. So once again, are there other
i nterested persons here for case 22973? All right.
Hearing none, we will admt the supplenental exhibits
that were provided today. | appreciate the testinmony of
Ms. Greer clarifying issues here for us.

VWhat | want to do is continue this case to the
next docket, 9/15, solely for the purpose of naking sure
that the letter was in fact mailed out 20 days in
advance because if it wasn't we'd have to continue it
anyway. So we're just going to continue it to that and
if you can provide that letter and other information
about that. And also if you could sort of expand the
affidavit at the sane tine just to sort of give us a
little nore clarification on, you know, connect up your

affidavit to the list of the people you gave notice to
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so that it's clear in the record who was given notice
and why to conply with this nonstandard spacing unit
requirenent, just a little nore detail would be hel pful.

MR. FELDEWVERT: Okay.

HEARI NG OFFI CER BRANCARD: All right. So
with that, case 22973 is continued to Septenber 15th to
deal with notice requirenents.

And | believe we nay be done with today's
agenda.

(Proceedi ngs concluded for the day at

12: 05 p.m Central, 09-01-2022)
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REPORTER S CERTI FI CATE

STATE OF M NNESOTA )
) Ss.
COUNTY OF WASHI NGTON )

| hereby certify that | reported the virtual
Exam ner Hearing on the 1st day of Septenber 2022, and
that the witnesses were first duly sworn to tell the
whol e truth;

That the testinony was transcribed by ne and is a
true record of the Hearing;

That the cost of the original has been charged to
the party who noticed the Exam ner Heari ng;

That | amnot a relative or enployee or attorney or
counsel of any of the parties, or a relative or enployee
of such attorney or counsel;

That | amnot financially interested in the action
and have no contract with the parties, attorneys, or
persons with an interest in the action that affects or
has a substantial tendency to affect ny inpartiality;

W TNESS MY HAND AND SEAL THI S 1st day of Septenber
2022.

Wiy & i

Kelley E. Zilles, RPR
Notary Public, Washington County, M nnesota
My conm ssion expires 1-31-2025
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