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STATE OF NEW MEXI CO
ENERGY, M NERAL AND NATURAL RESOURCES DEPARTMENT
O L CONSERVATI ON DI VI SI ON

I N THE MATTER OF THE HEARI NG Docket No.
CALLED BY THE O L CONSERVATI ON 11-23 OCD
DI VI SI ON

Case Nos: 23499, 23318, 23319, 23320, 23321, 23485,
23486, 23329, 23330, 23331, 23332, 22971, 23496,
23020, 23021, 23022, 23023, 23024, 23025, 23489,
23493, 23494, 23408, 23445, 23446, 23487, 23488, 23462,
23471, 23507, 23507, 23508, 23509, 23510, 23511,
23512, 23513, 23514, 23515, 23516, 23517, 23518,
23519, 23520, 23521, 23522, 23523, 23524, 23525,
23526, 23527, 23528, 23529, 23530, 23531, 23532,
23533, 23534, 23535, 23536, 23537, 23538, 23539,
23540, 23541, 23542, 23543, 23544, 23545, 23546,
23547, 23548, 23549, 23550, 23551, 23552, 23553,
23554, 23555, 23556, 23557, 23558, 23559 23560, 23561,
23562, 23563, 23564, 23565, 23566, 23567, 23568,
23569, 23570, 23571, 23426, 23479, 23480, 23361
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DATE:

TI ME:
BEFORE:

L OCATI ON:

REPORTED BY:

JOB NO. :

VI DEOCONFERENCE HEARI NG
Thursday, June 1, 2023

9:15 a. m

Hearing Officer Felicia Orth
Remot e Proceeding

Santa Fe, NM 87501

Dana Fulton, Notary Public

5528914
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APPEARANCES
ON BEHALF OF O L CONSERVATI ON DI VI SI ON:
FELI CI A ORTH (by vi deoconference)
HAI LEE THOMPSON ( by vi deoconference)
DEAN MCCLURE (by vi deoconference)

Energy, M nerals and Natural Resources Depart nment

O | Conservation Division
1220 South Street Francis Drive
Santa Fe, NM 87505

dean. nccl ure@t ate. nm us

ON BEHALF OF COG OPERATI NG:
M CHAEL FELDEWERT, ESQUI RE (by vi deoconference)
Hol | and and Hart
110 North Guadal upe, Suite 1
Santa Fe, NM 87501

ON BEHALF OF MARATHON O L PERM AN:
EARL DEBRI NE, ESQUI RE (by vi deoconference)
Modral | Sperling
123 East Marcy, Suite 201
Santa Fe, NM 87504
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APPEARANCES (Cont'd)

ON BEHALF OF READ & STEVENS, | NC.:

ADAM RANKI N, ESQUI RE (by videoconference)
Hol | and and Hart

110 North Guadal upe, Suite 1

Santa Fe, NM 87501

PAULA VANCE, ESQUI RE (by videoconference)
Hol | and and Hart

110 North Guadal upe, Suite 1

Santa Fe, NM 87501

ON BEHALF OF Cl| MAREX ENERGY COMPANY:

DARI N SAVAGE, ESQUI RE (by videoconference)
Abadi e & Schill

214 McKenzie Street

Santa Fe, NM 87501

ON BEHALF OF PERM AN RESOURCES:

DANA HARDY, ESQUI RE (by videoconference)
Hi nkl e Shanor LLP

P.O. Box 0268

Santa FE, NM 87504
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APPEARANCES (Cont'd)
ON BEHALF OF MRC PERM AN COWVPANY:
JI M BRUCE, ESQUI RE (by videoconference)
Janmes Bruce, Attorney at Law
P. O. Box 1056
Santa Fe, NM 87504

j amesbruc@ol . com

PAULA VANCE, ESQUI RE (by vi deoconference)
Hol | and and Hart

110 North Guadal upe, Suite 1

Santa Fe, NM 87501

ON BEHALF OF NORDSTRAND ENG NEERI NG
SHARON SHAHEEN, ESQUI RE (by vi deoconference)
Mont gonery & Andrews Law Firm
325 Paseo De Peralta
Santa Fe, NM 87501

ON BEHALF OF COWM SSI ONER OF PUBLI C LANDS AND THE NEW

MEXI CO STATE LAND OFFI CE
RI CHARD MOORE, ESQUI RE (by vi deoconference)
New Mexico State Land Ofice
310 dd Santa Fe Trail
Santa Fe, NM 87501
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APPEARANCES (Cont'd)

ON BEHALF OF DEVON ENERGY PRODUCTI ON COMPANY, LP

PAULA VANCE, ESQUI RE (by videoconference)
Hol | and and Hart

110 North Guadal upe, Suite 1

Santa Fe, NM 87501

DARI N SAVAGE, ESQUI RE (by videoconference)
Abadi e & Schill

214 McKenzie Street

Santa Fe, NM 87501

ON BEHALF OF EGL RESOURCES:

JI M BRUCE, ESQUI RE (by videoconference)
James Bruce, Attorney at Law

P.O. Box 1056

Santa Fe, NM 87504

j amesbruc@ol .com

ON BEHALF OF COTERRA ENERGY AND ClI MAREX ENERGY
COMPANY, ET AL.:

DARI N SAVAGE, ESQUI RE (by videoconference)
Abadi e & Schill

214 McKenzie Street

Santa Fe, NM 87501
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APPEARANCES (Cont'd)
ON BEHALF OF CONOCOPHI LLI PS:
JOBY RI TTENHOUSE, ESQUI RE (by vi deoconference)
ConocoPhil i ps Conpany
600 West Illinois Avenue
M dl and, TX 79701

ON BEHALF OF EARTHSTONE OPERATI NG
DANA HARDY, ESQUI RE (by vi deoconference)
Hi nkl e Shanor LLP
P.O. Box 0268
Santa FE, NM 87504

ON BEHALF OF FRANKLI N MOUNTAI N ENERGY 3, LLC:
EARL DEBRI NE, ESQUI RE (by vi deoconference)
Modral | Sperling
123 East Marcy, Suite 201
Santa Fe, NM 87504

ON BEHALF OF MEWBOURNE Ol L:
JI M BRUCE, ESQUI RE (by videoconference)
James Bruce, Attorney at Law
P. O. Box 1056
Santa Fe, NM 87504

j amesbruc@ol . com
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APPEARANCES (Cont'd)
ON BEHALF OF NONA SNOW SNOW Ol L AND GAS, AND
TRANS- RAM, LLC:
EARL DEBRI NE, ESQUI RE (by vi deoconference)
Modral |l Sperling
123 East Marcy, Suite 201
Santa Fe, NM 87504

ON BEHALF OF SPUR ENERGY PARTNERS:

JACKI E MCLEAN, ESQUIRE (by videoconference)

Hi nkl e Shanor LLP
P.O. Box 0268
Santa Fe, NM 87504

PAULA VANCE, ESQUI RE (by videoconference)
Hol | and and Hart

110 North Guadal upe, Suite 1

Santa Fe, NM 87501

ON BEHALF OF APACHE CORPORATI ON:
EARL DEBRI NE, ESQUI RE (by vi deoconference)
Modr all Sperling
123 East Marcy, Suite 201
Santa Fe, NM 87504
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APPEARANCES (Cont'd)
ON BEHALF OF SI LVERBACK OPERATI NG
BEN HOLLI DAY, ESQUI RE (by vi deoconference)
Hol | i day Energy Law Group
4040 Broadway, Suite 350
San Antonio, TX 78209

ON BEHALF OF SANDSTONE PROPERTI ES:
BRANDON HAJNY, ESQUI RE (by vi deoconference)
Calvin & Ingram P.A.
40 First Plaza Center Northwest, Suite 610
Al buquer que, NM 87102

ON BEHALF OF CHEVRON USA, | NC.:
M CHAEL FELDEWERT, ESQUI RE (by vi deoconference)
Hol | and and Hart
110 North Guadal upe, Suite 1
Santa Fe, NM 87501

PAULA VANCE, ESQUI RE (by vi deoconference)
Hol | and and Hart

110 North Guadal upe, Suite 1

Santa Fe, NM 87501
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APPEARANCES (Cont'd)
ON BEHALF OF PERM AN RESOURCES OPERATI NG:
JACKI E MCLEAN, ESQUI RE (by videoconference)
Hi nkl e Shanor LLP
P.O. Box 0268
Santa Fe, NM 87504

ON BEHALF OF COLGATE OPERATI NG:
YARI THZA PENA, ESQUI RE (by videoconference)
Hi nkl e Shanor LLP
P.O. Box 0268
Santa Fe, NM 87504

ON BEHALF OF RI DGE RUNNER RESOURCES:
JACKI E MCLEAN, ESQUI RE (by videoconference)
Hi nkl e Shanor LLP
P.O. Box 0268
Santa Fe, NM 87504

ON BEHALF OF STRATA PRODUCTI ON COMPANY:
SHARON SHAHEEN, ESQUI RE (by videoconference)
Mont gomery & Andrews Law Firm
325 Paseo De Peralta
Santa Fe, NM 87501
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APPEARANGCES (Cont'd)

ON BEHALF OF BTA Ol L PRODUCERS, LLC:
DANA HARDY, ESQUI RE (by videoconference)
Hi nkl e Shanor LLP

P. O.

Box 0268

Santa FE, NM 87504

ON BEHALF OF TEXAS STANDARD OI L, LLC:
JI M BRUCE, ESQUI RE (by videoconference)

James Bruce, Attorney at Law

P. O.

Box 1056

Santa Fe, NM 87504

j amesbruc@aol .com
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I NDE X %

OPENI NG STATEMENT By Ms. Hardy
OPENI NG STATEMENT By M. Bruce

W TNESSES:
LANFORD ALEXANDER BEAL
By Ms. Hardy
By M. Bruce
DAVI D WAYNE CHI LDERS
By Ms. Hardy
By M. Bruce
NI CK EATON
By Ms. Hardy
By M. Bruce
MATT ROBERSON
By M. Bruce
By Ms. Hardy
CRAI G YOUNG
By M. Bruce
By Ms. Hardy

DX

198

222

235

271

288

CX

213

227

246

277

305

RDX

233

268

286

PAGE
192
195

RCX
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EXHI BI TS

NO. DESCRI PTI ON

Cases 23485-23486:

Exhi bit A Landman's Sel f-Affirnmed
St at enent

Exhi bit A-1 Overl appi ng Noti ce,
Di agram Showi ng the Proposed
Spacing Unit in West Half in
Rel ation to Overl appi ng
Spaci ng Unit

Exhi bit A-2 C102s, Land Tract Map with

| D/ EVD

--/53

47/ 53

List of the Uncomm tted Working

| nterest Omers and Overri des

Devon Seeks to Pool, Sample
Wel | Proposal Letter, AFEs,
and Chronol ogy of Contacts

Exhi bit B CGeol ogist's Sel f-Affirnmed
St at enent

Exhi bit B-1 Locat or Map and Subsea
Structure Map

Exhibit B-2 Cross- Section

Exhibit B-3 Structural Cross-Section

47/ 53

49/ 53

49/ 53

49/ 53
49/ 53
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EXHI BI TS (Cont'd)
NO. DESCRI PTI ON | D/ EVD
Cases 23485-23486 (Cont'd):
Exhi bit C Attorney's Sel f-Affirmed

St atement of Notice with

Sampl e Letters Mailed 4/14/23

and 4/27/ 23 and Additi onal

Notice on 4/27/23 50/ 53
Exhibit D Affidavit of Notice of

Publ i cation, 4/16/23 and 4/30/23

and Additional Notice for

Case 23485 50/ 53
NO. DESCRI PTI ON | D/ EVD
Case 23488:
Exhibit 5 Engi neer's Affidavit 63/ - -
NO. DESCRI PTI ON | D/ EVD

Cases 23462 and 23471:

Exhibit A Landman's Sel f-Affirmed

St at ement 71/ 73
Exhibit A-1 Landman's Resune 71/ 73
Exhibit B Geol ogist's Self-Affirmed

St at ement 72/ 73
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NO.

EXHI BI TS (Cont'd)
DESCRI PTI ON

Cases 23462 and 23471 (Cont'd):

Exhi bi t

NO.

C

Attorney's Sel f-Affirmed

St at enent

DESCRI PTI ON

Cases 23524-23527:

Exhi bi t

Exhi bi t

Exhi bi t
Exhi bi t

Exhi bi t

Exhi bi t
Exhi bi t

Exhi bi t
Exhi bi t
Exhi bi t

A

A-1

A-2
A-3

A- 4

A-5
B

B-1
B-2
B-3

Landman's Sel f-Affirned
St at enent

Overl appi ng Sanple Notice

Letter and Overlap Di agram

Cl102s

Land Tract Map and Ownership

Schedul e

Sanpl e Well Proposal Letter

wi th AFEs

Chronol ogy of Contacts
CGeol ogist's Sel f-Affirnmed
St at ement

Locat or Map

Cross-Section Locator Map
Subsea Di agram for First

Bone Spring

| D/ EVD

72/ 73

| D/ EVD

79/ 81

80/ 83
80/ 83

80/ 83

80/ 83
80/ 83

81/ 83
81/ 83

81/ 83

81/ 83
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NO.

EXHI BI TS (Cont'd)
DESCRI PTI ON

Cases 23524-23527 (Cont'd):

Exhi bit B-4

Exhibit B-5

Exhi bit B-6

Exhibit C

Exhi bit D

NO.

Subsea Di agram for Second
Bone Spring

Stratigraphic Cross-Section
Gun Barrel Diagram
Attorney's Sel f-Affirnmed

St at enent

Affidavit of Notice of

Publ i cati on

DESCRI PTI ON

Cases 23528-23529:

Exhi bit A

Exhibit A-1
Exhi bit A-2

Exhibit A-3

Exhibit A-4
Exhibit B

Exhi bit B-1

Landman's Sel f-Affirmed

St at ement

C102s

Land Tract Map and Ownership
Schedul e

Sampl e Well Proposal Letter
and AFEs

Chr onol ogy of Contacts

CGeol ogist's Self-Affirmed

St at enent

Locat or Map

| D/ EVD

81/ 83

81/ 83

81/ 83

81/ 83

81/ 83

| D/ EVD

85/ 90

85/ 90

8/ 90

85/ 90
85/ 90

85/ 90
85/ 90

Page 16

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

WWWw.veritext.com



© 00 N oo o b~ W N P

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

NO.

EXHI B
DESCRI PTI ON

Cases 23528-23529 (Cont'd):

Exhi bit B-2
Exhi bit B-3

Exhibit B-4

Exhi bit B-5

Exhi bit B-6

Exhi bit C

Exhibit D

NO.

Case 23530:

Exhi bit A

Exhibit A-1
Exhibit A-2

Exhi bit A-3

Exhi bit A-4

Cross- Section Locator
Subsea Di agram f or
Spring Parkee Sands [ ph]

Subsea Di agram f or

Spri ng

Stratigraphic Cross-Section
Gun Barrel Diagram

Attorney's Sel f-Affirmed

St at enent
Af fidavit of

Publ i cati on

DESCRI PTI ON

Landman's Sel f - Affirmed

St at enent

C102

Land Tract Map and Ownership

Schedul e
Sampl e Wel |
and AFE

Chronol ogy of Contacts

T S (Cont'd)

Noti ce of

Proposa

| D/ EVD

85/ 90

Third Bone

85/ 90

Third Bone

85/ 90

85/ 90

85/ 90

85/ 90

86/ 90

| D/ EVD

91/ 93

91/ 93

91/ 93

91/ 93
91/ 93
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NO.

EXHI B
DESCRI PTI ON

Case 23530 (Cont'd):

Exhi bit B

Exhi bit B-1
Exhi bit B-2
Exhi bit B-3
Exhi bit B-4
Exhi bit C

Exhibit D

NO.

Case 23531:
Exhi bit A-3
Exhi bit A-5
Exhibit C

NO.

Case 23533:
Exhibit A
Exhibit A-1
Exhi bit A-2

T S (Cont'd)

CGeol ogist's Self-Affirmed

St at enent

Locator Map

Cross-Section Locator Map

Wol f canp Subsea Di agram Map

Stratigraphic Cross-Section

Attorney's Sel f-Affirmed

St at enent
Af fidavit of

Publ i cati on

DESCRI PTI ON

Pool ed Parti es'

Noti ce of

| nformati on

Chronol ogy of Contacts

Notice Affidavit

DESCRI PTI ON

Landman' s St at ement

Cl102s
Land PI at

| D/ EVD

91/ 93
91/ 93
91/ 93
91/ 93
91/ 93

92/ 93

92/ 93

| D/ EVD

94/ 96

94/ 96

95/ 96

| D/ EVD

97/ 102

97/ 102
98/ 102
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NO.

EXHI BI TS (Cont'd)

DESCRI PTI ON

Case 23533 (Cont'd):

Exhi bi t

Exhi bi t
Exhi bi t

Exhi bi t

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

NO.

A-3

A- 4
A-5

A-5

B
B-1
B- 2
B- 3
B- 4
C

D

Sanmpl e Well Proposal Letter
and AFEs

Chr onol ogy of Contacts

Plat with Overl appi ng
Spacing Unit in Red and Two
Exi sting Spacing Units in
G een

Suppl enment al
Corrected Order Number

Geol ogi st' s St at enent

Geol ogi st' s Resune

Locat or Map

Structure Map

Stratigraphic Cross-Section
Affidavit of Notice
Affidavit of Publication

DESCRI PTI ON

Cases 23534 and 23535:

Exhi bi t

A

Land Professional's Testinony

and Rel ated Land Exhi bits

Exhibit A-5 with

| D/ EVD

99/ 102
99/102

99/102

100/ 102
100/ 102
101/ 102
101/ 102
101/ 102
101/ 102
102/ 102
102/ 102

| D/ EVD

105/ - -
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EXHI BI TS (Cont'd)

NO. DESCRI PTI ON | D/ EVD
Cases 23534 and 23535 (Cont'd):
Exhi bit A-5 Docunent | ncl udi ng

Communi cati on between Oxy and

Appl i cant 107/ - -
Exhi bit B Geol ogi st's Testi nony,

I ncl udi ng Regi onal Locat or

Map, Cross-Section Map, Bone

Spring Subsea Structure Map,

Stratigraphic Cross-Sections,

and Gun Barrel Devel opment

Pl an 106/ - -
Exhi bit C Attorney's Notice Testinony

with Notice Letter and Copies

of Certified Mail Green Cards

and White Slip Returns 106/ - -
NO. DESCRI PTI ON | D/ EVD

Cases 23536-235309:

Exhibit A Land Professional's Testinony

wi th Reason for Requested

Ext ensi on, Applicat

ion with

Proposed Notice, and Copy of

Exi sting Orders for

Each Case 116/117
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NO.

EXHI BI TS (Cont'd)

DESCRI PTI ON

Cases 23536-23539 (Cont'd):

Exhi bit B

NO.

Case 23541
Exhibit A
Exhi bit B
Exhibit C

Exhibit C1
Exhi bit C-2
Exhi bit D

Exhibit E

NO.

Case 23542:
Exhi bit 2

Notice Testimony with Notice

Letter,
Sent ,
Recei pts and Returns, and
Af fidavit of Publication
DESCRI PTI ON

Ext ensi on Application
Origi nal Pooling Oder
Landman's Sel f-Affirmed
St at enment
Original Miling Report
Updat ed Pooling List

Sel f-Affirmed Statenment of
Notice with Sanple Letters
Affidavit of Notice of

Publ i cati on

DESCRI PTI ON

Landman' s Affi davit

| D/ EVD

Chart of when Notice was

Copies of Certified Mail

116/ 117

| D/ EVD

118/ 126
118/ 126

118/ 126

119/ 126

119/ 126

120/ 126

120/ 126

| D/ EVD

127/ 132
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NO.

EXHI BI TS (Cont'd)
DESCRI PTI ON

Case 23542 (Cont'd):

Exhi bit 2-A
Exhibit 2-B

Exhi bi t

o O

Exhi bi t

2
2
Exhi bit 3
Exhi bit 3
3

@ >

Exhi bi t

Exhi bit 4

Exhi bit 5

Exhi bit 6
Exhi bit 7

Land Plat and C102s
Tracts and I nterest Owners
| nvol ved with Percentage

| nterests

Proposal Letter

AFEs

Landman's Affidavit
Structure Map

Cross- Section of Third
Bone Spring

Attorney's Affidavit of
Noti ce

Affidavit of Publication
Checkl i st

Certified Notice Spreadsheet

| D/ EVD

128/ 132

128/ 132
128/ 132
129/ 132
129/ 132
129/ 132

130/ 132

130/ 132

131/ 132

131/ 132
131/ - -
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NO.

Case 23550:

Exhi bit A

Exhi bit B

Exhibit C

NO.

Case 23553:

Exhi bit A

Exhi bit B

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

Landman's Sel f-Affirnmed
Statenent, C102, Ownership
Br eakdown, Well Proposal
Letter and Chronol ogy of
Cont act s 135/ 140
Ceol ogist's Sel f-Affirmed
Statement and Five Standard
Sub- Exhi bits 135/ 140
Self-Affirmed Statenment of
Notice for Mailings and the
Publ i cati on Notice 135/ 140

DESCRI PTI ON | D/ EVD

Landman's Sel f-Affirnmed

St at ement, C102, Ownership,
Wel |l Proposal Letter with AFE,
and Chronol ogy of Contacts 136/ 140
Geol ogist's Self-Affirnmed
St atement and Five Standard

Sub- Exhi bits 136/ 140
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NO.

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

Case 23553 (Cont'd):

Exhibit C

NO.
Case 23554.:
Exhi bit A

Exhi bit B

Exhi bit C

NO.
Case 23561:
Exhibit A

Self-Affirmed Statenent of
Notice for Mailings and the
Publ i cation Notice 136/ 140

DESCRI PTI ON | D/ EVD

Landman's Statenent, C102,

Omner shi p Breakdown, Wel |

Proposal Letter with AFEs,

and Chronol ogy of Contacts 137/ 140
Geol ogist's Self-Affirnmed

St atement and Five Standard

Sub- Exhi bits 137/ 140
Sel f-Affirmed Statenment of

Notice for Mailings and the

Publ i cation Notice 138/ 140

DESCRI PTI ON | D/ EVD

Land Professional's Testinony

and Rel ated Land Exhi bits 141/ 145
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NO.

EXHI BI TS (Cont'd)
DESCRI PTI ON

Case 23561 (Cont'd):

Exhi bit B

NO.
Case 23562:
Exhi bit A

Exhibit A-1
Exhibit B

Exhi bit B-1
Exhi bit C

Exhi bit D

NO.

Case 23563:
Exhibit 1

Notice Testimony with Notice

Letter and Certified Mail
Green Cards and White Slip

Ret urn

DESCRI PTI ON

Land Professional's
Self-Affirmed Statenent
Land Professional's Resune
Geol ogist's Self-Affirnmed
St at enent

CGeol ogi st' s Resune
Attorney's Sel f-Affirmed
St at enment of Notice

Noti ce of Publication

DESCRI PTI ON

Landman's Sel f-Affirned

St at enent

| D/ EVD

142/ 145

| D/ EVD

150/ 152

147/ 152

151/ 152
147/ 152

151/ 152
152/ 152

| D/ EVD

154/ 155
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NO.

EXHI BI TS (Cont'd)

DESCRI PTI ON

Case 23563 (Cont'd):

Exhi bi t

Exhi bi t

Exhi bi t

Exhi bi t

NO.

2

3

4

C

CGeol ogist's Self-Affirmed
St at ement

Checkl i st, Application,

Exhi bits for Landman and

CGeol ogy, Case 23563

Checkl i st, Application,

Exhi bits for Landman and

Geol ogy, Case 23564

Af fidavit of Notice

DESCRI PTI ON

Cases 23565 and 23566:

Exhi bi t

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

B

B- 2
B- 3
B- 4
B-5
B-6
B- 7
C-1
C- 2

Land Professional's
Document s

Cl102
Unit Devel opment Overvi ew
Summary of Contacts

Sampl e Wel |

AFE

Proposal Letter

Notice of Affidavit
Locat or Map

Wel | bore Schemati c

Usual

Usual

| D/ EVD

154/ 155

154/ 155

155/ 155
155/ 155

| D/ EVD

157/ 159
158/ 159
158/ 159
158/ 159
158/ 159
158/ 159
158/ 159
158/ 159
158/ 159
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NO.

EXHI BI TS (Cont'd)

DESCRI PTI ON

Cases 23565 and 23566 (Cont'd):

Exhi bit C-3

Exhibit C-4
Exhi bit C5

Exhi bit C-6
NO.

Case 23567:
Exhibit A
Exhi bit A-1
Exhi bit A-2
Exhi bit A-3

Exhi bit A-4

Exhibit A-5
Exhibit B

Exhi bit B-1
Exhi bit B-2
Exhi bit B-3

Structure Map
Cross-Section Reference Maps

Stratigraphic Cross-Section

Map
CGeol ogi cal Study Docunent
DESCRI PTI ON

Land Professional's

Sel f-Affirmed Statenment

Land Professional's Resune
C102s

Land Tract Map and Ownership
Schedul e

Sanmpl e Well Proposal Letter
with AFEs

Chr onol ogy of Contacts
Geol ogist's Self-Affirnmed
St at ement

CGeol ogi st' s Resune
Locat or Map

Subsea Structure Map

| D/ EVD

158/ 159
158/ 159

158/ 159
158/ 159

| D/ EVD

163/ 166
163/ 166
164/ 166

164/ 166

164/ 166
164/ 166

165/ 166
165/ 166
165/ 166
165/ 166
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EXHI BI TS (Cont'd)
NO. DESCRI PTI ON
Case 23567 (Cont'd):
Exhi bit B-4 Cross- Section Map
Exhi bit B-5 Stratigraphic Cross-Section
Exhibit C Attorney's Sel f-Affirmed

St atement of Notice
Exhibit D Affidavit of Notice of

Publ i cati on

NO. DESCRI PTI ON

Case 23568-235609:

Exhibit A Land Professional's
Sel f-Affirmed Statenent and
Land Sub- Exhi bits

Exhibit B Geol ogist's Self-Affirmed
St at ement and Geol ogy
Sub- Exhi bits

Exhi bit C Attorney's Sel f-Affirmed
St at ement of Notice

Exhibit D Affidavit of Notice of

Publ i cati on

| D/ EVD

165/ 166
165/ 166

165/ 166

165/ 166

| D/ EVD

167/ 172

168/ 172

168/ 172

168/ 172
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EXHI BI TS (Cont'd)

NO. DESCRI PTI ON

Case 23570-23571:

Exhi bit A Land Professional's
Self-Affirnmed Statenment and
Land Sub- Exhi bits

Exhi bit B CGeol ogist's Sel f-Affirmed
St at ement and Geol ogy
Sub- Exhi bits

Exhi bit C Attorney's Sel f-Affirmed
Statement of Notice

Exhibit D Affidavit of Notice of

Publ i cati on

NO. DESCRI PTI ON
Cases 23544-23547:

Exhibit 1 Application and Proposed
Noti ces
Exhi bit 2 Landman' s Affi davit

Exhi bit 2-B Tracts and Interest Owners
Wth Percentage Interests

Exhi bit 2-C Communi cati ons Sunmary with
Chevron USA, Inc., and
Occidental Perman Limted

Exhi bit 2-D AFEs

| D/ EVD

174/ 176

174/ 176

175/ 176

175/ 176

| D/ EVD

180/ 191

180/ 191

181/ 191

182/ 191
181/ 191
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NO.

EXHI BI TS (Cont'd)

DESCRI PTI ON

Cases 23544-23547 (Cont'd):

Exhi bi t
Exhi bi t

Exhi bi t

Exhi bi t
Exhi bi t

NO.

3
4

5
6
7

Case 23426:

BTA:

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

Exhi bi t

Exhi bi t

A

A-1
A-2
A-3

A- 4

A-5

Geol ogi st's Affidavit
Attorney's Affidavit of
Notice
Affidavit of Publication

Pool i ng Checkl i st

Certified Notice Spreadsheet

for Case 23547

DESCRI PTI ON

BTA Landman's Affi davit
BTA Landman's Resune

BTA' s Application

Or der Approving Vindicator
Uni t

Order Approving Vindicator
Unit Expansion from 6, 000
Acres to 6,960 Acres

Order Approving Vindicator
Unit Expansion from 6, 960
Acres to 7200 Acres

| D/ EVD

182/ 191

183/ 191

183/ 191

183/ 191

185/ 191

| D/ EVD

199/ 212

198/ 212

200/ 212

200/ 212

200/ 212

201/ 212

Page 30

Veritext Lega Solutions

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

WWWw.veritext.com




© 00 N oo o b~ W N P

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

NO.

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

Case 23426 (Cont'd):

BTA:
Exhi bit A-6

Exhi bit A-8
Exhi bit A-9

Exhi bit A-10

Exhibit A-11

Exhibit A-12

Exhi bit A-13

Exhibit B
Exhi bit B-1
Exhi bit B-2
Exhi bit C

Fi nal Approval of Unit

Expansi on 202/ 212
Pool i ng Order No. R22435 203/ 212
Texas Standard's APD Pool

Li st 204/ 212
Map of Vindicator Unit

Acr eage 202/ 212
Map of Existing Infrastructure

and Pl anned Well| Pad 208/ 212
Two Letters from State

Land Office Notifying of

Term nat ed Lease 210/ 212
Map Showi ng Texas Standard's

Proposed Wel | bores and

Expired Lease 211/ 212
Geol ogi st's Affidavit 223/ 226
Map 223/ 226
Cr oss- Secti on 224/ 226
Engi neer's Affidavit 237/ 246
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NO

EXHI BI

T S (Cont'd) %
DESCRI PTI ON

Case 23426 (Cont'd):

BTA:
Exhi bi t

Exhi bi t

NO

C1

G2

Cross- Secti on Show ng

Wel | bore Locations of TSO
Wel l's and Vi ndi cator Canyon
State Wells

Emai | Chain

DESCRI PTI ON

Case 23426 (Cont'd):

TSO

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

Exhi bi t
Exhi bi t
Exhi bi t

1

1-A
1-B
1-C
1-D
2

A-1
B-1

B-2

C3

Landman's Witten Testi nony
Unlisted

TSO Surface Use Agreenent

Pl at

BTA 2023 Devel opnent Pl an
TSO Engi neer's Affidavit
TSO 1H Wel | Pl anni ng Report
Vi ndi cat or Canyon 317H
Pl anni ng Report

C102 for 318H Well
Anti-Col i sion Report

Anti-Col l'i sion Report

| D/ EVD

240/ 246
244/ 246

| D/ EVD

2721277
2771277
276/ 277
2771277
214/ 277
306/ 336
311/ 336

3010/ 336
309/ 336
313/ 336
300/ 336
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PROCEEDI NGS

THE HEARI NG OFFI CER: -- Hearing
of ficer appointed by the Director of the Ol
Conservation Division to handle the docket this
norning. We'll walk through the cases in the order in
whi ch they appear. So the first four cases are 23318,
23319, 23320, and 23321. This is all COG Operating
wel | s conpul sory pooling applications, nostly. The
well nanme is Redtail.

M. Feldewert, is that you for Holl and
and Hart?

MR. FELDEWERT: Yes. It is. M. Oth,
good norning. |It's good to hear your voice again.
It's been a little while.

THE HEARI NG OFFI CER: It has.

Then, we have Marathon O | entering an
appearance. Let's see. |Is that you, Ms. Bennett?

MR. DEBRI NE: No, Madam Examiner. |It's
Earl DeBrine with Mddrall Sperling on behal f of
Mar at hon.

THE HEARI NG OFFI CER: Ch, great. Thank
you.

Are there any other appearances? No.
Al right. As | understand it, we are having a status

conference this norning.
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MR. FELDEWERT: Yes. Ms. Oth, |
bel i eve these cases can be called with the Marathon
Swal | owt ai | cases, which are cases 5 through 10 on
your docket.

THE HEARI NG OFFI CER: Let ne call those
then, as well. Thank you.

We have 23020, 23021, 23022, 23023,
23024, and 23025. Marathon G| is the applicant.
Marat hon O | Perm an. Excuse ne. These are
conpul sory pooling applications. The nanme of the well
s Swal | owmt ai | .

M. DeBrine, are you here for Marathon
Ol Perman still?

MR. DEBRINE: Yes. Good norning, Madam
Exam ner. Earl DeBrine with the Modrall Sperling firm
on behalf of the applicant Marathon G| Perm an.

THE HEARI NG OFFI CER: Great. Thank

you.
And then we have Conoco Phillips
entering an appearance. M. Feldewert, | trust you
are here for Conoco Phillips?
MR. FELDEVERT: You are correct, Ms.
Ot h.

THE HEARI NG OFFI CER:  Thank you.

Any ot her appearances in that set of
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cases? No. All right. Wuo's going to start us off?

MR. FELDEVWERT: |'ll be happy to do
that. My understanding is that the parties are
actively engaged in reaching an agreenent, so | had
sonme di scussions yesterday with counsel for Marathon.
And we agreed that the nost appropriate task at this
poi nt would be to nove these cases for a status
conference to the August 3rd docket.

That should we hope will give the
parties tinme to finalize their agreenent.

THE HEARI NG OFFI CER: Al l right. Thank
you, M. Fel dewert.

M. DeBrine, anything to add?

MR. DEBRINE: No. | would concur with
M. Feldewert's assessnent.

THE HEARI NG OFFI CER: All right. Thank
you. We'll nove this to August 3rd, then for another
status conference, then. |If you would please, work
your magi c through the portal.

MR. FELDEWERT: Certainly.

MR. DEBRINE: WII| do that.

THE HEARI NG OFFI CER: All right. Thank
you very much.

Let's move on, then, to Cases 23512,

23513, 23514, 23515. Do | go further here? W're
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all --

MR. RANKIN:. Good norning, Madam
Hearing Officer. This is Adam Rankin with the Santa
Fe office of Holland and Hart. Yes. These cases w ||
be all related with the follow ng four cases, as well.

THE HEARI NG OFFI CER: Ckay. Thank you.
So that is 23520, 23521, 23522, 23523, conpul sory
pooling applications. They're all conpul sory pooling.
The first set of cases related to a well named Bane,
and the second set of cases relate to a well named
Joker. So let's see.

VWho's here from Hol |l and and Hart?

MR. RANKIN: Good norning, Madam
Hearing Oficer. My it please the Division. Adam
Rankin with the Santa Fe office of Holland and Hart

appearing on behalf of the applicant in this set of

cases.

THE HEARI NG OFFI CER:  All right. Thank
you.

And Modrall -- let's see, Holland and
Hart .

And Abadie & Schill, is that you, M.
Savage?

MR. SAVAGE: Yes. Thank you, Madam

Exam ner. Good norni ng.
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Good norning, technical exam ners.

Darin Savage with the Santa Fe office
of Abadie & Schill on behalf of Ci marex Energy
Conpany.

THE HEARI NG OFFI CER:  All right. Are
t here any other appearances?

MR. HAJNY: Good norning, Madam Hearing
Exam ner. This is Brandon Hajny with Cavin & | ngram
I n Al buquer que on behal f of Sandstone Properties, LLC
We' ve been noticed as an interested party in these
cases, and I'm here nostly just to observe.

THE HEARI NG OFFI CER:  All right. Thank
you. Thank you.

M. Rankin, are you going to start the
di scussi on?

MR. RANKIN: Yes, Madam Exam ner. [''m
happy to do so. These cases are all conpul sory
pool i ng cases that target devel opnent in the Wl fcanp
formation.

Ci marex and Perm an resources have
anot her set of cases that are targeting the overlying
Bone Spring formation, which are contested. And those
cases were set for a contested hearing under a hearing
order for July 20th.

Perm an Resources had al so proposed a
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Wol f canp devel opnent, as well, and so it had intended
to go forward with its uncontested cases here today.
However, Cinmarex had indicated that they intend to
file conpeting devel opnent plans and a conpeti ng set
of conpul sory pooling cases for the Wl fcanp zone, as
wel | .

And so notified us | ast week that they
were going to object to the case going forward and
wll be submtting conpeting applications for this set
of devel opnment, as well.

THE HEARI NG OFFI CER: Al l right. Thank
you, M. Ranki n.

M. Savage?

MR. SAVAGE: That is correct, Madam
Exam ner. These cases involve the sane | ands as the
ot her cases that are set for July 20th pursuant to an
amended pre-hearing order. The Bone Spring and the
Wbl fcamp seem pretty -- and these particular | ands
seens pretty closely relate in ternms of conmunication
bet ween the two formations.

And it'd be appropriate we believe that
t hese cases be consolidated with the July 20th cases.

THE HEARI NG OFFI CER: All right. Thank
you for that. Anything else? No. All right. If

it's already set for July 20th, then we'll proceed to
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that. Just a point of information, any cases that
isn't already set for a contested hearing, we have the
July 6th date, and then no nore dates until Septenber.

But you have al ready been set for July
20t h, so we can proceed with that.

MR. SAVAGE: Thank you, Madam Exam ner.
And just to point out that we will be filing the
conpeting applications for the Wl fcanp, and those
shoul d be added to the pre-hearing when they're
avai l able. We should be able to get those in to neet
the July 20th date.

THE HEARI NG OFFI CER:  All right. Thank
you for that. We'Ill make a note here to add that to
the pre-hearing order. All right. Anything else?

No. | thank you both, gentlenen, and we will, if
there's nothing further, nove on to the next case.

23532. This is Perm an Resources. Did
| -- yeah. 23532, Perm an Resources.

MS. HARDY: Good norni ng, Madam
Exam ner. Dana Hardy with the Santa Fe office of
Hi nkl e Shanor on behal f of Perm an Resources.

THE HEARI NG OFFI CER: Thank you very
much.

And M. Bruce:

MR. BRUCE: Yes, Madam Exam ner. Jim
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Bruce representing MRC Perm an Conpany.

THE HEARI NG OFFI CER: Al l right. Thank
you.

Are there any other appearances this
nmorning. No? All right.

If you would then, Ms. Hardy.

M5. HARDY: Sure. Thank you. Perm an
Resources would |ike these matters to be -- this case
to be set for a contested hearing as soon as possible.
They al ready have pooling orders for these wells. The
wells are being batch drilled and have been spudded.

So the one outstanding issue is this
nonst andard | ocation for one of the wells, and that is
what this application relates to that MRC has
protested. So the sooner, the better with respect to
t he heari ng.

| think that Perm an Resources woul d be
avai l abl e on June 15th if that docket's avail able.

And if that is not available, then the July 6th docket
woul d work, | believe.

THE HEARI NG OFFI CER: All right. Thank
you. As | understand that June 15th is already full
and we' Il have to nove this to July 6th.

M5. HARDY: Ckay. Thank you.

MR. BRUCE: | would |Iike an extension
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beyond that. | don't think -- first of all, the wel
has been drilled. And I don't think there's any tine
deadline in sight. And MRC has contacted Perm an
about a potential settlenent, but | don't think a July
6th hearing is going to work for MRC.

THE HEARI NG OFFI CER:  Well, as |
understand it, it would have to be pushed out, then,
to Septenber, which seens |ike a |long way away. M. -

MS. HARDY: Madam Exam ner? OCh, thank
you. | was going to say that that type of a delay
woul d be a maj or problem for Perm an Resources. They
are really ready to produce these wells and this well.
And | don't think there's any reason for that type of
a del ay.

| think this is actually a pretty short
and straightforward hearing, and | don't think there's
any reason that it couldn't be heard on July 6th if
that's the earliest date available. And |I know there
have been settl enent discussions, but |'mnot sure how
t hose are going and if -- I'"'mnot optimstic at this
point. But | don't know for sure.

THE HEARI NG OFFI CER: Ckay. Thank you.

M. Bruce, Septenber seens very far

away. And |'d like to set this on the July 6th
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docket. And we need to have another discussion. W
can have another discussion, but I'd like to -- to set
it there for hearing.

MR. BRUCE: Ckay, Madam Exam ner.
You're the boss.

THE HEARI NG OFFI CER: All right. Thank
you.

M5. HARDY: Thank you.

THE HEARI NG OFFI CER:  All right. Let's
nove, then, to 23551. This is Nordstrand Engi neeri ng,
m scel | aneous case. Nanme of the well is Bull Mbose.

Who' s here from Montgonery & Andrews?
s that you, Ms. Shaheen?

M5. SHAHEEN: Yes, it is, Madam
Exam ner. Good norning, everyone. Sharon Shaheen,
Mont gonery & Andrews on behal f of the applicant
Nor dstrand Engi neeri ng.

THE HEARI NG OFFI CER: Ckay. Thank you.
And we have an entry from Northern Pacific Ol and
Gas.

Is M. Garcia here with us? No. All
right.

And then Richard Mbore fromthe state
| and office. M. Mbore?

MR. MOORE: Good norning, Hearing
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Exam ner. Richard Mdore on behal f of Comm ssioner of
Public Lands and the New Mexico State Land Office.

THE HEARI NG OFFICER: All right. So |
understand this is a status conference.

Ms. Shaheen, would you like to begin?

M5. SHAHEEN: Yes. Thank you.
Actually, | don't believe Northern Pacific has entered
an appearance yet. M. Garcia did receive by emil
t he application. W had sone problens with delivery
of the certified mail. Apparently, the address for
Nort hern Pacific had changed.

And so we sent again to a new
California address. And |I'lIl need to check with ny
par al egal about whether that mailing has been
recei ved.

But | did receive an email back from
M. Garcia saying that he was having trouble finding
an attorney and wanted to continue the case from
today's date so that he had tinme to retain an attorney
and enter an appearance.

| haven't heard back from hi m since
then. | sent him another enmail about requesting the
status conference and that we would be asking to set a
contested hearing date, but | haven't heard back from

hi m
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So that's where we stand, and
Nordstrand would like to set this case for a contested
hearing assuming M. Garcia retains an attorney on the
next avail able contested hearing date, which sounds
i ke would be July 6th.

THE HEARI NG OFFI CER: That's correct.
Al right. Thank you.

M. Mbore?

MR. MOORE: | don't really have
anything to add at this point. W agree with
Nordstrand's request for a contested hearing.

THE HEARI NG OFFI CER:  All right. Thank
you very nmuch. We'll set it on July 6th, then.

MS. SHAHEEN: Thank you, Madam
Exam ner.

MR. MOORE: Thank you.

THE HEARI NG OFFICER: Al right. Let's
see. (oing back. Now it appears we have affidavit
cases and nmotions. Let's start with 23485 and 23486.
Devon Energy Production is the applicant. North
Blondie is the well.

VWho's here from Hol |l and and Hart?

MS. VANCE: Good norning, Madam Heari ng
Exam ner, M. MC ure, M. Thonpson.

Paul a Vance with the Santa Fe O fice of
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Hol | and and Hart on behalf of Devon Energy Production

Conmpany, LP.

THE HEARI NG OFFI CER: Al l right. Thank
you.

Are there any other appearances this
morning? Well, | don't hear anything.

If you would then, please proceed, Ms.
Vance.

M5. VANCE: Thank you, Madam Heari ng
Exam ner. |'mgoing to go through both of these

cases, but there is a slight nuance to Case No. 23485.
We did ask initially for approval of an overlap. W
sent out the overlapping notice, which I wll point
out when | go through the exhibits.

But there has been no written
obj ection, so |I believe we can drop that request for
approval and nove forward with both of these cases.
So just wanted to nake that a note for you, Madam
Heari ng Exam ner.

THE HEARI NG OFFI CER: Thank you.

MS5. VANCE: Under these consoli dated
cases, Devon seeks to pool uncommtted interests in
the Bone Spring formation. And that is Pool WC TAC
025G TAC 08S263412K, Bone Spring. And the Pool Code

Is 96672. And in both of these cases, the spacing
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units is underlying acreage in Township 26 Sout h,
Range 34 East, Lea County, New Mexi co.

Specifically in Case 23485, Devon seeks
to pool all uncommtted interests underlying the
standard 800-acre overl appi ng spacing unit conprised
of the west half of Sections 10 -- |I'msorry about
that -- Sections 3 and 10, and the northwest quarter
of Section 15 and initially dedicate the spacing unit
to the proposed North Blondie 3 TAC 15 Fedcom No. 1H
No. 6H, No. 8H, No. 9H, and No. 2H.

And then in Case 23486, Devon seeks to
pool all uncommtted interest underlying a standard
800-acre spacing unit conprised of the east half of
Sections 3 and 10 in the northeast quarter of Section
15 and initially dedicate this spacing unit to the
proposed North Blondie 3 TAC 15 Fedcom No. 3H, No. 4H,
No. 5H, No. 10H, No. 11H, and No. 13H.

In these cases, we have included a copy
of the application for each respective case, along
with the conpul sory pooling checklist. W have al so
I ncl uded the self-affirmed statenent of | andman Dani el
Brunsman and geol ogi st Matthew Meyer, both of whom
have previously testified before the D vision, and
their credentials have been accepted as a matter of

record.
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Agai n, regarding the overlap, you wll
see in Case No. 23485 our Exhibit A-1 is a sanple of
t he overlapping notice that was sent out. And then
al so included in that sub-exhibit A-1 is a diagram of
t he overl appi ng spacing unit show ng the proposed
spacing unit in the west half in relation to the
over | appi ng spacing unit that is operated by Devon.

(Exhibit A-1 was marked for

I dentification.)

Then in both cases, after M.
Brunsman's Exhibit A, the self-affirmed | and
statenent, we've al so included sub-exhibit A-2 in --
sorry -- in one of the cases in Case 23486, that's A-2
-- or in 23485.

Sorry about that. But in both cases,
we' ve i ncluded Sub-Exhibits the Cl102s, the |land tract
map that includes a list of the uncomm tted working
I nterest owners and overrides we are seeking to pool.
This is followed by a sanple well-proposal |etter and
AFEs and a chronol ogy of contacts.

(Exhibit A-2 was marked for

I dentification.)

And before | nmove on to the geol ogy
exhibits, | did want to point out that we in our

anmended pre-hearing statenent, as well as in M.
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Brunsman's self-affirmed | and statenent, there was a
slight shift to two of the bottom hole |ocations for
two of the wells in each respective case.
So in the west half case, the North
Bl ondie 2H, which was originally in the application on
the quarter-quarter |ine between Units E and F, it
noved about 210 feet to the east. So it is nowin
Unit F. And then the North Bl ondie 4H nobved, which iIs
In the east spacing unit, noved 440 feet to the west.
And again, we nmade a note of that.
It's ny understanding that the division prefers for
the wells' bottom hole |ocations not to be on the

quarter-quarter section |line, so that adjustnent was

made.

Additionally, in both cases, there is a
proximty well. So in Case 23485, the North Bl ondie
8His the proximty well. And in Case 23486, the
North Blondie 11H is the proximty well, allow ng for

the enlarged spacing units in each respective case.

And then lastly, related to the | and
exhibits, the North Blondie 3H encroaches to the
western boundary in the east spacing unit, and we w ||
be applying for a nonstandard well |ocation with the
di vision adm ni stratively.

Beyond the | and exhibits and statenent,
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we have M. Meyer's self-affirnmed statement, which is
Exhi bit B and includes Sub-Exhibits B-1, a | ocator map
and subsea structure map

(Exhibits B and B-1 were nmarked for

I dentification.)

And this is actually broken down into
t hree conponents. So we have a B TAC 1A, which covers
t he Avalon A, and then the B TAC 1B, which covers the
Aval on C, and then B TAC 1C, which it covers the
second Bone Spring for the subsea structure maps in
each case.

And then we have Exhibit B-2, which is
a cross-section, and B-3, a structural cross-section.

I n each of these cases, M. Myers did not observe any
faulting, pinch-outs, or other geologic inpedinents to
the horizontal drilling of these wells.

(Exhibits B-2 and B-3 were marked for

I dentification.)

And then |astly we have a Exhibit C,
which is a self-affirnmed statenent of notice from
myself with sanple letters that were tinely mailed on
April 14, 2023, and April 27, 2023, and that
addi ti onal notice on April 27, 2023, related to Case
No. 23485.

/1
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(Exhibit C was marked for

i dentification.)

So you'll just see that additional
notice letter and mailing report in that case. Then
we al so have Exhibit D, which is an affidavit of
notice of publication, which was tinely published on
April 16, 2023, and then April 30, 2023. And agai n,

t hat additional notice was just in Case No. 23485.

(Exhibit D was marked for

I dentification.)

And unl ess there are any questions, |
woul d ask that all exhibits and sub-exhibits be
admtted into the record and that Case Nos. 23485 and
23486 be taken under advisenment by the Division at
this time. And of course | stand by for any questions
t he exam ners have.

THE HEARI NG OFFI CER:  Thank you, Ms.
Vance. Do the technical exam ners have any questions?

MR. MCCLURE: Did you want to go first,
Ms. Thonpson, or you want nme to?

M5. THOWPSON: You can go.

MR. MCCLURE: Yes, Ms. Oth, | have a
qui ck question for Ms. Vance.

Ms. Vance, just to confirm we are

asking to pool the overriding royalty interest on
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this, as well?

M5. VANCE: That's my understandi ng.
Yes, M. MClure. And | believe that if you go to
Exhibit A-3 in Case 23485 and then Exhibit A-2 in Case
No. 23486, and go -- scroll past that tract map,
you'll see that we have listed on the tract.

And next to it, it says, for
exanple, Tract 1, the overrides. And those parties
are highlighted in yellowwith a key at the top.

MR. MCCLURE: Yes. Yes. | was just
confirm ng because it is definitely highlighted. It
was just highlighted differently if than the working
I nterest owners are, and | was just confirmng. But
it's fine as it. | was just asking for sure.

The ot her quick question | had for you,
Ms. Vance, the proposed changes to the bottom hol e
| ocations for | think you nentioned two wells in these
two cases or however many, the proposed Cl02s that's
submtted in the cases, are they anmended to represent
t he change to those bottom hole | ocations?

M5. VANCE: That's correct. W did
draft revised Cl102s, and those are included with the
heari ng packet.

MR. MCCLURE: Okay. Thank you, M.

Vance. Those were ny only questions.
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Thank you,
THE HEARI NG

you have questions?

Ms. Orth.

OFFI CER:  Ms. Thonpson, do

M5. THOMPSON: Just one quick
question --

THE HEARI NG OFFICER: | can't hear you.

MR. MCCLURE: You m ght be conpletely
mut ed now, Ms. Thonpson, because we're not hearing
anyt hi ng.

M5. THOWPSON: Can you hear nme right
now?

MR. MCCLURE: Now it's better.

THE HEARI NG OFFI CER:  Yes.

MS. THOWPSON: Well, |

qui ck questi on.
was a proximty well,
MS. VANCE:

sorry, please go ahead.

M5. THOWPSON:  No.

said was 8H Right?

MS. VANCE:
there is a proximty well.
proximty well

Case No. 23486,

MS. THOVPSON:

You said there were two wel | s.

whi ch --

is the North Bl ondi e 8H.

the proximty well

only had one
One
And - -

That's correct. [ "' m

Which | believe you
So in each of the cases,

So in Case No. 23486, the
And then in
is the 11H.

And just one of the
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cases that you said that you were going to be seeking
the NSL application adm nistratively?

MS. VANCE: Yes. That's correct. So
Case No. 23486, which is the east half case, we wl
be subm tting an adm nistrative request for
adm nistrative application. And it's the North
Blondie 3H. | can't hear you. | apol ogize.

M5. THOMPSON: |I'Ill fix this. But
those are all ny questions. Thank you very nuch.

THE HEARI NG OFFI CER: Ckay. Thank you
very nmuch, Ms. Thonpson.

Al right. Anything to add, Ms. Vance?

M5. VANCE: | -- no. No, Madam Hearing
Exam ner. Thank you.

THE HEARI NG OFFICER: All right. So
your exhibits are admtted, and these two cases wl |
be taken under advisenent. Thank you.

(Exhibits A through D were received

I nto evi dence.)

M5. VANCE: Thank you.

THE HEARI NG OFFI CER:  AlIl right. Let's
nove on to four cases that had |I think a | ate-breaking
notion for continuance. This is 23329, 23330, 23331,
and 23332, EGL Resources. These are conpul sory

pooling applications. The nanme of the well is Mllie
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Ml e.

M. Bruce, you're here for the
appl i cant.

MR. BRUCE: Yes. | am

THE HEARI NG OFFI CER:  All right. Thank
you.

We al so have entries from Ci marex. M.
Savage, are you here for Cimarex?

MR. SAVAGE: Yes, Madam Exam ner. Good
nmorni ng. Darin Savage on behalf of Coterra Energy and
Ci marex Energy Conpany, et al.

THE HEARI NG OFFI CER:  All right.

And t hen, Conoco Phillips?

MR. RI TTENHOUSE: Good norning. This
Is Joby Rittenhouse appearing on behal f of
ConocoPhi | i ps.

THE HEARI NG OFFI CER:  Thank you.

And Earthstone Operating. |Is that you,
Ms. Hardy?

MS. HARDY: It is. Thank you, Madam
Exam ner.

THE HEARI NG OFFI CER:  All right.

M. Bruce?

MR. BRUCE: Yes. | did nove to

conti nue these as uncontested cases to the June 15th
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docket. Let nme give you a little history of this.
These cases were filed a while ago. And Ci narex
entered an appearance, and they have asked several
times for continuances because the parties were in
di scussions. And those were granted.

It was finally set for a contested
heari ng today because al so Earthstone had fil ed
count erapplications. But Earthstone has wthdrawn its
applications. And Cinmarex and EG. have agreed to
settle by nmeans of a property trade. But the
paperwork isn't signed on the dotted line yet.

And | did get the contested hearing
vacated. I'mfiling a notion to vacate. | also
noticed that if the parties could not sign their
settlement -- their trade agreenent before this
hearing date, that EG would nove for a continuance.

So in order to accommpdate Ci marex, |
got a call fromny client at about 8:30 on Tuesday.
had told themto call ne earlier than that, but he
didn't. So as a result, they were late filed. But |
woul d ask that the notion be granted, and | do not
think that the notion is opposed.

THE HEARI NG OFFI CER:  All right.

Commrent from ot her counsel on the

nmoti on?
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MR. SAVAGE: Madam Exam ner, this is
Darin Savage with Cimarex. M. Bruce is correct in
his assessnent. We appreciate the additional tine
just to be able to finalize the closing of the
settlement. And they would let M. Bruce go forward
and get his application in place.

THE HEARI NG OFFI CER: Al l right. Thank
you.

Ms. Hardy, anything to add?

MS. HARDY: No, Madam Exam ner.

Eart hst one has no objection.

THE HEARI NG OFFI CER: Ckay. Thank you.
W will grant the notion for continuance, then. And
I f you would, go through the portal, and we'll take
care of that.

MR. BRUCE: Thank you.

THE HEARI NG OFFI CER: Yep. |Is there a
particular date? [|'msorry. |If you said it, | mssed
it.

MR. BRUCE: Well, | did file the notion
on Tuesday late, but | did ask for June 15th. Ms.

Sal vidrez indicated to ne that if it's an uncontested
matter, it could nove forward on the 15th.

THE HEARI NG OFFI CER: Okay. Thank you

for that, M. Bruce. G eat.
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Thank you all very nuch.

Let's npbve on, then, to the next case.

This is 23496, Franklin Mountain Energy 3, conpul sory

pooling matter. The well nane is Norte. Let's see.

Oh, M. DeBrine, you're here from Modrall Sperling.

MR. DEBRI NE: Good norning, Madam

Exam ner. Earl DeBrine with the Modrall Sperling firm

for the applicant Franklin Mountain Energy 3,

LLC.

THE HEARI NG OFFI CER: Thank you. Let

me ask if there are any other appearances this

norning. No? In that case, if you would proceed.

MR. DEBRI NE: Yes. Thi s case was

presented with the exhibits of the May 3rd docket --

or the May 4th docket. Excuse ne. And we realized

that there was an additional party that we needed to

notice. And that party was provided notice,
submtted the additional exhibits.
And so we believe the matter

ready for decision. It could be taken under

and we

S now

advi senment by the Division and ask it to do so.

THE HEARI NG OFFI CER:  Thank you.

M. MC ure, do you have questions of

M. DeBrine?
MR. MCCLURE: No, Ms. Oth.

questions for this case.

have no
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THE HEARI NG OFFI CER: Al l right. Thank

you.

O Ms. Thonpson?

M5. THOMPSON: | have no questi ons.

THE HEARI NG OFFI CER:  All right. Thank
you.

Thank you very nuch, M. DeBrine. The
matter will be taken under advisenent.

MR. DEBRI NE: Thank you.

THE HEARI NG OFFI CER: Let's nove on,
then, to the next case, which is also an affidavit
case. It's three cases: 23489, 23493, and 23494.
Mat ador or MRC Permian -- | saw both captions in the
pl eadi ngs. The nanme of the well is Whitney.

Is that you, Ms. Vance, from Hol |l and
and Hart?

M5. VANCE: That's correct, Mdam
Hearing Exam ner. Paula Vance with the Santa Fe
office of Holland and Hart on behalf of the applicant
MRC Perm an Conpany. And | did want to note really
quick we did originally present these cases at the May
4t h docket.

And this is just related to a notice,
perfecting notice. And | did see that 23494 was on

here, but that was not one of the cases that we asked
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to continue. It was just 23489 and 23493.

THE HEARI NG OFFI CER: Okay. Well,

t hank you for clarifying that. Let nme ask if there
are any ot her appearances this nmorning. No? All
right. |If you would proceed, then, M. Vance.

MS. VANCE: Thank you, Madam Heari ng
Exam ner. Again, this is just related to perfecting
notice, and we filed a supplenental exhibit for both
of these cases that included a self-affirnmed statenment
fromnyself and a sanple copy of the notice letter
that went out, along with the tracking informtion and
a affidavit of notice of publication.

The letter notice went out tinely on
May 12, 2023, and the affidavit of notice of
publication was tinely published on May 14, 2023, to
neet -- perfect the notice for this particular hearing
date that we're at.

And that notice just went to four
overriding royalty interest parties: GQGuest Petrol eum
I nc., Westway Petrol, Ronald T. May, and Bryant E.
Kirk.

And again, we've already presented
t hese cases, so we are just providing that
suppl emental filing on the notice and would just ask

that these two particular cases, Case Nos. 23489 and
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23493 now be taken under advisenent by the Division at
this time. And | stand by for any questions.

THE HEARI NG OFFI CER: Thank you, Ms.
Vance.

M. MCure, do you have questions?

MR. MCCLURE: Ms. Oth, | just have a
very quick question for Ms. Vance.

Is it your understanding that Case
23494 was taken under advisenment in the hearing a
nont h ago whenever it was heard?

MS. VANCE: That's correct. W asked
only specifically for Case Nos. 23489 and 23493 to
continue those per this perfecting notice.

MR. MCCLURE: Yeah. But it is correct
that it's your understanding the Division had taken
Case 23494 under advi senent, though?

M5. VANCE: Yes, M. MC ure.

MR. MCCLURE: Okay. Thank you, M.

Vance.

Thank you, Ms. Orth. That was ny only
questi on.

THE HEARI NG OFFI CER: All right. Thank
you.

Ms. Thonpson, do you have questions?

M5. THOMPSON: | have no questi ons.
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THE HEARI NG OFFI CER:  All right. Thank
you. The two cases, then, wll be taken under
advi senment. This is 23489, 23493.

And thank you very nmuch, Ms. Vance.

M5. VANCE: Thank you.

THE HEARI NG OFFICER: All right. Let's
nove on to the next case, 23488. Mewbourne Ol is the
applicant. Pavo Macho is the well nane.

M. Bruce, you're here for the
applicant?

MR. BRUCE: Yes, Madam Examiner. Jim
Bruce on behal f of Mewbourne.

THE HEARI NG OFFI CER:  All right. Thank
you.

And Modrall Sperling. 1|s that you, M.
DeBri ne, for the other entries here?

MR. DEBRI NE: Yes, Madam Exam ner.

Earl DeBrine for the estate of Nona Snow, Snow Ol and
Gas, and Trans-Ram LLC.

THE HEARI NG OFFICER: All right. Thank
you.

Are there any other appearances this
morni ng? All right.

Are we going to be proceedi ng by

affidavit, M. Bruce?
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MR. BRUCE: Yes, Madam Examiner. As a
matter of fact -- well, let ne take a step backwards.
In this case, Mewbourne originally sought conpul sory
pool i ng of nonstandard spacing unit and approval
overl apping well wunits.

This matter was presented two weeks
ago, and | did give verbal notice that the pooling
portion of the application should be dism ssed because
vol untary agreenent has been reached with all of the
parties notified of the pooling, including M.
DeBrine's clients.

So no | onger is pooling being sought,
but since it was already filed for the NSP and
approval of the overlapping well units, | did present
evidence at the |last hearing. But Exam ner Garcia
wanted -- it was |and and geol ogy information. And
Exam ner Garcia wanted an additional affidavit from an
engi neer.

So | have submtted the affidavit of
Travi s Cude, who's an engi neer for Mewbourne. And M.
Garci a asked for a nunber of things. And | think
we' ve answered them all.

| would say first of all that Travis
Cude has previously testified nunmerous tinmes before

the Division, and M. Garcia was concerned because
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this is a three-section NSP, which he consi dered
|large. And if you go to the second page of M. Cude's
affidavit, Paragraph 4 addresses the issues that

rel ays by M. Garci a.

And | would al so notice that the Land
O fice and the BLM were notified of the NSP, and they
have not objected. Wth what is shown not only here,
but on the land testinony submtted at the | ast
hearing, | would ask that at this point new Exhibit 5,
which is the engineer's affidavit, be admtted.

(Exhibit 5 was marked for

I dentification.)

And if there are any questions to ask
me regarding the affidavit, |I'd be glad to answer
them One final thing is on the notice of filing the
suppl emental exhibit, | noted that Mewbourne did
wi t hdraw t he pooling portion of the affidavit. And ny
only question to you, Madam Exam ner, is do you want a
separate official partial notion to dismss filed?

THE HEARI NG OFFICER: M. MClure, do
you have an opinion on that question?

O Ms. Salvidrez?

MR. MCCLURE: In regards to whether we
need a notion to dism ss the conpul sory pooling part

of it, you nean, Ms. Orth?
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THE HEARI NG OFFI CER: Ri ght.

MR. MCCLURE: | don't have an opinion.
| suppose it's kind of in your preference, Ms. Oth,
what you're wanting us to do. | would i mgi ne we
could wite an order regardless just, you know,
stating in the findings of facts that they requested
that portion to be di sm ssed.

But | don't know if it would be nore
proper, | guess, to have a notion or not officially
subm tted by the applicant.

THE HEARI NG OFFI CER: Well, we do have
It on the transcript at this point, so perhaps it's
not necessary.

MR. BRUCE: Any way you can reduce ny
wor kl oad, |'m happy wi th, Madam Exam ner.

THE HEARI NG OFFI CER: Ckay. Thank you,
M. Bruce.

Let's see, M. DeBrine, is there
anything fromyou to add here?

MR. DEBRI NE: No, Madam Exam ner.
We're just nonitoring the case and preserving rights.

THE HEARI NG OFFI CER: All right. Thank
you.

Let's see. M. MCure, do you have

questions?
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MR. MCCLURE: | was going to say --

t hank you, Ms. Oth. | do not believe | have any
guestions. | reviewed the new exhibits, and | believe
It addresses M. Garcia's concerns. Although, I'm
sure he'll reach out afterwards if he had any

addi ti onal questi ons.

THE HEARI NG OFFI CER:  All right. Thank

you.

And Ms. Thonpson?

M5. THOWPSON: | have no questions at
this tine.

THE HEARI NG OFFI CER:  All right. Thank
you.

W will take the matter under
advi senment, note that you have requested di sm ssal on
t hat one aspect, and subm tted nore exhibits
responsive to M. Garcia. All right. Unless there's
anything from anyone el se?

Thank you very nuch.

MR. BRUCE: Thank you.

MR. DEBRI NE: Thank you, Madam
Exam ner.

THE HEARI NG OFFI CER:  All right. Now,
we have two cases. This is 23462 and 23471, Spur

Energy Partners. The nanme of the well is Welch.
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VWho's here from Hi nkl e and Shanor for the applicant?

M5. MCLEAN. Good norning. Jackie
McLean from Hi nkl e Shanor on behal f of Spur Energy
Part ners.

THE HEARI NG OFFI CER: Ckay. Thank you.

And for Apache from Modrall ?

MR. DEBRI NE: Good norning, Madam
Exam ner. Earl DeBrine with Moddrall Sperling firm on
behal f of Apache Corporati on.

THE HEARI NG OFFI CER: All right. Thank
you.

It | ooks as though when | | ooked at the
pl eadi ngs, the matter m ght be submtted by affidavit,
but et nme ask if there's an objection to that.

MR. DEBRI NE: None from Apache.

MR. HOLLI DAY: Madam Exam ner, this is
Ben Hol | i day appearing on behalf of Silverback
Operating in New Mexico. In this case, we have no
obj ection to proceeding by affidavit.

THE HEARI NG OFFI CER: Okay. | did
forget to ask if there were other appearances. D dn't
|? Al right. Thank you.

In that case, if you would, Ms. MLean.

MS. MCLEAN. Thank you, Ms. Exam ner.

And just to clarify, both Apache and Sil verback have
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entered an appearance in Case No. 23462, but only
Apache has entered an appearance in Case No. 23471.

THE HEARI NG OFFI CER: Thank you for
that clarification.

M5. MCLEAN: No problem And also we
had submtted two separate pre-hearing statenents on
this just to make things clear. But | can present the
cases together if there's no objection.

THE HEARI NG OFFI CER:  Any obj ection?
No?

| "' m not hearing any objection. Go
ahead.

M5. MCLEAN:. Thank you. So in both of
t hese cases, Spur is asking for an order for
conpul sory pooling as well as for an overl apping
spacing unit.

And in Case No. 23462 -- applied for an
order pooling all uncommtted interest in the Yeso
Formation froma depth of approximately 3,500 TVD to
t he base of the formation underlying a 320-acre nore
or | ess standard horizontal spacing unit. And it wll
-- or, sorry, standard overl appi ng horizontal spacing
unit conprised of the south half of Section 28,
Township 17 South, Range 28 East in Eddy County.

And this spacing unit will be dedicated
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to Welch CD 28 Statecom 10H, 21H, 51H, and 91H wel | s,
which will be horizontally drilled froma surface

| ocation in the southwest quarter, southwest quarter
of Section 27 to bottom hole location in the sout hwest
quarter, southwest quarter of Section 28.

And al so the Welch CD 28 Statecom 20H,
50H, 70H and 90H wells, which will be horizontally
drilled froma surface | ocation northwest quarter,
sout hwest quarter of Section 27 to a bottom hole
| ocation in the northwest quarter, southwest quarter
of Section 28.

And the conpleted interval of the Wlch
CD 28 Statecom 50H well wi |l be unorthodox. And the
conpleted interval of the Welch CD 28 Statecom 10H
well wll be a proximty-defining well within 330 feet
of the line separating the north half, south half, and
south half, south half of Section 28 to allow for the
formati on of that 320-acre spacing unit.

There is a depth severance in the Yeso
Formation within this unit, though Spur is only
seeking to pull interest from approximtely 500 TVD to
t he base of the Yeso Formation. And the unit
partially overlaps two separate sets of wells.

One is the spacing unit for the Red
Lake 28K State No. 001003 and 004 wells and the Red
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Lake 28 instate No. 002003 and 004 wells.

And the Red Lake oil wells are |ocated
in the northeast quarter, southwest quarter and
sout heast quarter, southwest quarter of Section 28,
Township 17 South, Range 28 East. And they produce
fromthe G orieta-Yeso pool.

The second set of wells that the unit
wll also partially overlap with is the spacing unit
for the Tigner State No. 001002, 003, and 004 wells.
And these are located in the northwest quarter,
sout hwest quarter of Section 28, Township 17 Sout h,
Range 28 East. And these also produce in the Artesia
A orieta Yeso pool.

Now novi ng over to Case No. 23471. In
Case No. 23471, Spur applies for an order pooling all
uncomm tted interests within the San Andres Fornmation
underlying a 120-acre nore or |ess overl apping
hori zontal spacing unit conprised of the north half,
sout heast quarter and northeast quarter, southwest
gquarter of Section 28, Township 17 South, Range 28
East in Eddy county.

And this spacing unit wll be dedicated
to the Welch CD 28 Statecom SA 10H well, which will be
drilled froma surface hole [ocation in the northwest

quarter, southwest quarter of Section 27 to a bottom
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hole | ocation in the northeast quarter, southwest
guarter of Section 28.

And the conpleted interval of this well
w |l be orthodox. There is also a depth severance in
t he San Andres formation within the unit, so Spur is
seeking to pool interest from approxi mtely 3,109 feet
TVD.

And this unit wll partially overlap
with the spacing unit for the Red Lake 28K State No.
002 well, which is |ocated in the northeast quarter,
sout hwest quarter of Section 28, Township 17 Sout h,
Range 28 East in Eddy County.

And it produces fromthe Artesia
G orieta Yeso pool and the Red Lake Queen Grayburg San
Andres pool. And the unit will also partially overl ap
with the spacing -- State No. 001 well, which is
| ocated in the northeast quarter, southeast quarter of
Section 28, Township 17 Sout h.

And finally, the unit will also
partially overlap -- sorry. |'mdoing the wong pool
here. |It's also the Red Lake Queen Grayburg San
Andres pool. And for both cases, we have attached
| and, geol ogy, and notice testinony.

And Exhibit A for both Case No. 23462

and 23471 -- virtual connectivity issue -- of Scott
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Har t man.

(Exhibit A was marked for

i dentification.)

And M. Hartman has not testified
before the division before. He has a bachelor's
degree fromthe University of Oklahoma and has
significant experience working as a | andman in the
Perm an Basin since 2008. M. Hartman's resune is
attached as Exhibit A-1 and sets out nore of his
credenti al s.

(Exhibit A-1 was narked for

I dentification.)

And at this point, 1'd like to nove to
qualify M. Hartman as an expert in -- virtual
connectivity issue -- land matters.

THE HEARI NG OFFI CER:  Any obj ections?
Al right.

He is so recogni zed.

MS. MCLEAN:. Thank you. And the
exhibits attached to M. Hartman's self-affirnmed
statenent include the application and proposed notice
of hearing, Cl02s, the plat of tracts, tract
ownership, unit recapitul ation, pooled parties, a
sanple well proposal letter, and AFEs, as well as a

chronol ogy of contacts.
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Then we have Exhibit B, which is a
self-affirmed statenent of Geol ogi st Matt hew Van W e.
And he has attached a | ocation map, subsea structure
map, structural cross-section, a gun barrel diagram
as well as an offset well |ocation map.

(Exhibit B was marked for

i dentification.)

And then finally Exhibit Cis a
self-affirnmed statenment of ny partner Dana Hardy,
whi ch attaches a copy of the notice letter that was
sent to all interested parties.

(Exhi bit C was marked for

I dentification.)

It al so has a chart setting out when
noti ce was sent, copies of the certified mail receipts
and returns, and an affidavit of publication, which
shows that we tinely published in both cases in the
Car | sbad newspaper on April 18, 2023.

And with that, | ask that Exhibits A,
B, and C be admtted into the record in Case Nos.
23462 and 23471 and that both Case Nos. 23462 and
23471 be taken under advisenent. And |'m happy to
answer any questi ons.

THE HEARI NG OFFI CER: Al l right. Thank

you, Ms. McLean. Your exhibits are admtted.
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(Exhibits A, B, and C were received

I nto evi dence.)

M. DeBrine, do you have any questions?

MR. DEBRI NE: No questions, Madam
Exam ner.

THE HEARI NG OFFI CER: M. Hol liday, do
you have any questions?

MR. HOLLI DAY: No, ma' am No
guestions. Thank you.

THE HEARI NG OFFI CER:  All right.

M. MC ure?

MR. MCCLURE: Yes, Ms. Oth. | have a
question for Ms. MLean.

Ms. McLean, your referenced overl apping
spacing units, were those just vertical wells, or are

there any horizontal wells?

M5. MCLEAN: | believe that it says in
the geology testinmony -- just let nme double check
here. It looks |ike these are just vertical wells.

MR. MCCLURE: Okay. That was the only
thing I was confirm ng because | didn't see any tracts
on any of the maps for horizontal wells. So it
doesn't | ook |ike you have any overlapping -- so to
your understandi ng, you don't believe there's any

over |l appi ng horizontal spacing units. Correct?
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M5. MCCLEAN: That's correct. And so
in Case No. 23462, it tal ks about the offsetting Yeso
verticals. And that's on Page 59 of 99 of the
exhibits that were submtted. And et ne see here.
Just | can reference you to the correct page nunber.
Those are also just vertical wells, as well, in Case
No. 23471.

Al t hough, | don't believe it says that
In the geology affidavit, but these are all vertical
wel | s.

MR. MCCLURE: Ms. MclLean, | don't know
If it's just me or if it's on your side, but | also
noti ced during your testinony before you were cutting
out, and in your answer here, | don't know if it's
just me and if the court reporter's getting it.

But just to confirm what was the page
nunber, so we have it in the --

M5. MCLEAN. Sorry. Yes. That page
number was 59 of 99 of the exhibit packet submtted in
Case No. 23462.

MR. MCCLURE: Okay. Thank you. | have
no nore questions. Thank you, Ms. MLean.

Thank you, Ms. Orth.

M5. MCLEAN. Thank you.

THE HEARI NG OFFI CER: Thank you.
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Ms. Thonpson, do you have any
guestions?

M5. THOWPSON: | have no questi ons.

THE HEARI NG OFFI CER: AIl right. Thank
you.

Ms. McLean, the matters will be taken
under advi senent. And thank you very nuch.

M5. MCLEAN:. Thank you so nuch.

THE HEARI NG OFFI CER:  All right. There
I s anot her set of cases, which we may or may not be
able to hear by affidavit here. 23524, 23525, 23526,
23527, 23528, 23539, and 23530. The caption said that
Read & Stevens is the applicant. The nanme of the well
is Riddler.

Who's here from Hol |l and and Hart for
t he applicant?

M5. VANCE: Good norning, again, Madam
Hearing Exam ner, M. MC ure, and Ms. Thonpson.
Paul a Vance with the Santa Fe office of Holland and
Hart on behalf of the applicant Read & Stevens, Inc.

THE HEARI NG OFFI CER: All right. Thank
you.

And | saw an entry of appearance from
Sandst one Properti es.

MR. HAJNY: Good norning, Madam Heari ng
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Exam ner. Brandon Hajny with Cavin & I ngram on behal f
of Sandstone Properties.

THE HEARI NG OFFI CER: Al l right. Thank
you.

Let me ask if there are any other
appearances this norning.

MR. BRUCE: Madam Exam ner, Ji m Bruce
representing MRC Perm an Conpany. |'mentering an
appearance. Earlier this norning | did file a witten
entry of appearance, but | am not objecting to the
matters going forward by affidavit.

THE HEARI NG OFFI CER:  All right. Thank
you.

And M. Hajny, does Sandstone
Properties object to proceeding by affidavit?

MR. HAJNY: No, Madam Exam ner. We do
not .

THE HEARI NG OFFI CER:  All right. Thank
you.

If you would, then, please, Ms. Vance.

M5. VANCE: Thank you, Madam Heari ng
Examner. So |I'mgoing to group these. There's
basically three groups of cases. The first set |I'm
going to go through are Case Nos. 23524 through 23527.
And then | will do 23528 and 29. And then lastly [|']
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do 23530.

So starting with Case Nos. 23524 and
23527, in each of these cases, we did request approval
of an overlap. You will see and | will go over we
have a sanpl e of the overlapping notice that went out
in addition to a diagram show ng the existing wells
along with in relation to the proposed wells.

We did not receive any objection to
those letters going out, so | believe it's appropriate
that we drop that request at this tinmne. And | wll
proceed fromthere. Read & Stevens seeks to poo
uncomm tted interest in the Bone Spring formation.

The pool is Teez [ph] Bone Spring, and the pool code
i's 58960.

And in each of the cases, the acreage
is all in Township 20 South, Range 34 East, Lea
County, New Mexico. And specifically in Case No.
23524, Read & Stevens seeks to pool a standard 320.95
acre overl appi ng hori zontal well spacing unit.

And that's conprised of Lot 4, the
sout hwest quarter of the northwest quarter and the
west half of the southwest quarter of Section 3, and
the west half, west half of Section 10. And initially
dedi cate this unit to the proposed Riddler Tac 10
Federal Com 111H, 121H, and 122H
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Then in Case No. 23525, Read & Stevens
seeks to pool a standard 320.85 acre for overl appi ng
hori zontal well spacing unit that is conprised of Lot
3, the southeast quarter of the northwest quarter, and
t he east half of the southwest quarter of Section 3,
and the east half of the west half of Section 10. And
initially dedicate this unit to the proposed Riddler 3
Tac 10 Federal Com 112H, 123H, and 124H wel |l s.

Then in Case No. 23526, Read & Stevens
seeks to pool a standard 320.75 acre overl apping
hori zontal well spacing unit.

And that's conprised of Lot 2, the
sout hwest quarter of the northeast quarter, and the
west half of the southeast quarter of Section 3, and
t he west half of the east half of Section 10 and
initially dedicate this proposed spacing unit to the
Ri ddl er 3 Tac 10 Federal Com 113H, 125H, and 126H.

Then lastly in Case No. 23527, Read &
St evens seeks to pool a standard 320.65 acre
over |l appi ng hori zontal well spacing unit.

And that's conprised of Lot 1, the
sout heast quarter of the northeast quarter and the
east half of the southeast quarter of Section 3 and
t he east half of the east half of Section 10 and

initially dedicate this proposed spacing unit to the
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Ri ddl er 3 Tac 10 Federal Com 114H well, 127H well, and
128H wel | .

And in each of these cases, we have
I ncl uded a copy of the application, the applicant
bei ng Read & Stevens. And in that application, we
have requested that Perm an Resources be the operator
that's also noted in each of the conpul sory pooling
checkli sts.

But we've also provided in each of the
hearing packets a self-affirmed statenment fromthe
| andman Travis Macha and geol ogi st Ira Bradford, both
of whom have previously testified before the division
and their credentials have been accepted as a matter
of record.

M. Macha's self-affirned statement is
Exhi bit A

(Exhibit A was marked for

I dentification.)

And this is foll owed by sub-exhibits,
whi ch are the overl appi ng sanple notice letter and
overl ap diagram which is Sub-Exhibit A-1, the Cl102s,
which is A-2. A-3 is the land tract map and ownership
schedule. And A-4 is a sanple well proposal letter
with AFEs. And lastly is A-5, a chronol ogy of

cont act s.
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(Exhibits A-1 through A-5 were marked

for identification.)

And before | nove to the geol ogy, just
a fewthings to note about the | and exhibits.
Specifically in Case No. 23526, you will see we have
one additional note, party that we are pooling, which
is the record title owmer. And | believe that's
Chi shol m

And al so a couple of things to note on
Exhibit A-3. W are going to provide an updated
revi sed pooling exhibit. W wll be dropping the
follow ng parties fromthat pooling exhibit: Citation
1987 TAC Il Investnent LLC, David K. Henderson, Read &
St evens Enpl oynent Benefit, and Westway Petro 4.

Al so additionally to note on a couple
of these interests, they relate to estates. And the
notice for those parties went to related entities.

' m happy to provide any kind of information on that.

But | will provide clarification and
the revised pooling exhibit to note the relation
bet ween those parties, so we know that all parties
were properly noticed.

This is followed by the geol ogy
exhibits, which M. Bradford's self-affirnmed statenent

is Exhibit B.

Page 80

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



© 00 N oo o b~ wWw N

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

(Exhibit B was marked for

i dentification.)

And this includes Sub-Exhibits B-1, a
| ocator map; B-2, a cross-section |ocator map; B-3, a
subsea diagramfor the first Bone Spring. B-4 is a
subsea di agram for the second Bone Spring. B-51is a
stratigraphic cross-section. And B-6 is gun barrel
di agram

(Exhibits B-1 through B-6 were marked

for identification.)

In these cases, M. Bradford did not
observe any faulting, pinch-outs, or other geologic
| npedi nents to the horizontal drilling of these wells.

And then lastly is Exhibit C, a self-
affirmed statenent regarding notice frommnyself wth
sanple letters that were tinely mailed on May 12,
2023.

(Exhibit C was marked for

i dentification.)

And then this is followed by Exhibit D,
an affidavit of notice of publication, which was
timely published on May 17, 2023.

(Exhibit D was marked for

i dentification.)

And unl ess there are any questions, |
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woul d ask that all exhibits and sub-exhibits be
admtted into the record in the Case Nos. 23524,
23525, 23536, and 23527 be taken under advisenent at
this time. And | stand by for any questions on this
set of cases.

THE HEARI NG OFFI CER: Thank you, Ms.

Vance.
M. Hajny, do you have any questions?
MR. HAJNY: No questions. Thank you.
THE HEARI NG OFFI CER:  All right. M.
McCl ure?

MR. MCCLURE: Yes, Ms. Oth.

Ms. Vance, was that all four of these
cases which you were going to submt an anended pool ed
persons list for?

MS. VANCE: That's correct, M.

McClure. | wll be submtting a revised -- actually,
in all of these cases, all seven of them so including
the ones that | have not yet presented.

MR. MCCLURE: OCkay. Thank you. No
nore questions. Thank you, Ms. Vance.

Thank you, Ms. Orth.

THE HEARI NG OFFI CER: Thank you.

Ms. Thonpson, do you have questions?

MS. THOMPSON: Yeah.
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On the parties list, did you say you

were just dropping sone of the initial parties, or

will you be adding sone, as well?
M5. VANCE: We will just be dropping
t hose four parties that | outlined, so they'|ll just be

removed fromthe revised exhibit.

M5. THOWSON: All right. Thank you.

No further questions.

THE HEARI NG OFFI CER:  Thank you.

Al'l right. M. Vance, your exhibits
are admtted and the matters taken under advi senment.

(Exhi bits A through D were received

I nto evidence.)

M5. VANCE: And if it's okay with you,
|"mready to nove to the next two cases.

THE HEARI NG OFFI CER: Yes, please.

M5. VANCE: So in Case No. 23528 and
23529, Read & Stevens seeks to pool uncommtted
interest in the Bone Spring formation. It is the sane
pool as in the previous cases, which is the Teez [ ph]
Bone Spring, and the pool code is 58960.

And in these two cases, it's all going
to be acreage underlying Township 20 South in Township
20 South, Range 34 East, Lea County, New Mexi co.

Specifically in Case No. 23528, Read &
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St evens seeks to pool a standard 160-acre nore or |ess
hori zontal well spacing unit conprised of the west
hal f, west half of Section 10 and initially dedicate
this proposed spacing unit to the R ddler 10 Federal
Com 171H and 131H

Then in Case No. 23529, Read & Stevens
seeks to pool a standard 160-acre horizontal well
spacing unit. And that's conprised of the east half
of the west half of Section 10 and initially dedicate
this proposed spacing unit to the R ddler 10 Federal
Com 172H and the 132H wel | s.

In each of these cases, we included a
copy of the application. Again, the applicant is Read
& Stevens, and we are requesting that Perm an
Resources be designated as the operator. And that is
al so outlined in the conpul sory pooling checklist that
we provided.

And we have provided the self-affirmed
statenents of | andman Travis Macha and geol ogist Ira
Bradf ord, both of whom have previously testified, as
|'ve already nentioned.

M. Macha's self-affirmed statenent is
Exhibit A and includes Sub-Exhibits A-1, the Cl02s;
A-2, a land tract map and ownership schedule; A-3, a

sanple well proposal letter and the AFEs; and A-4, a
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chronol ogy of contacts.

(Exhibits A and A-1 through A-4 were

mar ked for identification.)

Agai n, regarding the land tract map and
ownership schedule, I will provide a revised
sub-exhi bit on that.

And then this is foll owed by the
geol ogy, which includes M. Bradford's self-affirned
statenment, which is Exhibit B and includes Sub-Exhi bit
B-1, a locator map; B-2, a cross-section |ocator map;
B-3, a subsea diagramfor the third Bone Spring Parkee
Sands [ph]; and then B-4, a subsea diagramfor the
third Bone Spring; and B-5, a stratigraphic
cross-section; and |lastly, B-6, a gun barrel diagram

(Exhibits B and B-1 through B-6 were

mar ked for identification.)

In these cases, M. Bradford did not
observe any faulting, pinch-outs, or other geol ogic
| npedi nents to the horizontal drilling of these wells.

And lastly is Exhibit C a
self-affirmed statenent of notice fromnyself, which
I ncl udes sanple letters that were tinely mailed on May
12, 2023.

(Exhibit C was marked for

I dentification.)
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And Exhibit D, and affidavit of notice
of publication, which was tinely published on May 17,
2023.

(Exhi bit D was marked for

I dentification.)

And unl ess there is any questions, |
woul d ask that these cases, Case Nos. 23528 and 23529
be taken under advisenent by the Division at this
time. | stand by for any questions on these.

THE HEARI NG OFFI CER:  Thank you.

M. Hajny, do you have questions?

MR. HAJNY: No questions, Madam
Exam ner. Thank you.

THE HEARI NG OFFI CER:  Thank you.

M. MC ure?

MR. MCCLURE: Yes, Ms. Oth.

Ms. Vance, these two cases are directly
overl apping | guess your prior four -- well, two of
the prior four cases except these have one-nle
| aterals instead of the two-m | laterals? | guess --

MS. VANCE: That's correct. Oh, |I'm
sorry.

MR. MCCLURE: Well, no, no. | was just
wondering if you could briefly address that and the

reasoni ng for what we got, the plans, | guess, what we
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got goi ng on here.

M5. VANCE: Well, with the previous
cases, those are two-nmle laterals in the west half.
And those are in the first and second Bone Spring.
These cases are one-mle laterals that are in the
third Bone Spring and third Bone Spring Parkee Sands
[ ph].

| believe if you do |look at the gun
barrel diagram which is one of the reasons why we did
provide it, you can kind of see the well plans a
little bit better if there is any question about
spacing. But essentially -- and if you do go back to
t he previous cases -- and I'll give you a second if
you have one of those hearing packets open.

If you go to the previous case, it's
Exhi bit A-1, which is regarding the overlaps that are
currently existing and go to that second page of the
diagram It's Page 17 in those hearing packets. You
l et me know if you're there and can take a ook at it.

MR. MCCLURE: Yeah. Page 17 of 537

M5. VANCE: That's correct. You wl|l
see that bottom diagram Those are the existing wells
again related to the overlap in the previous cases.
But you can see that there is already -- these are all

Perm an's wells operated by Perm an. And these are

Page 87

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



© 00 N oo o b~ wWw N

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

one-mle wells across Section 3 and then in the east
hal f of Section 10, all in the third Bone Spring.

And essentially the two cases | just
presented are a continuation of that developnent in
the third Bone Spring, those one-mle wells.

MR. MCCLURE: Now, on the depiction
that's on the bottom half, | guess, of the Page 17
here, it says, "No existing pooled units" for the west
hal f of Section 10 for the third Bone Spring --

M5. VANCE: That's correct.

MR. MCCLURE: | guess nmaybe |' m not
understanding. Originally, | was specul ating that
what you nmeant was it's already existing wells in the
third Bone Spring, but | guess can you el aborate on it
alittle nore, | guess?

MS5. VANCE: Sure. And maybe it's just
" mnot explaining it so that it's conpletely clear.
So the existing wells are the ones that are
hi ghlighted. So in Section 3 you see there the north
Lea -- actually, I think it's supposed to be North Lea
across in Section 3 and then in the east half, the
North Lea in Section 10.

So there is no developnent. | realize

it says, "no existing pooled units,” but there is no

-- which is correct. But in this case or in the cases
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| just presented, those are for the devel opnent in the
third Bone Spring.

And if you |look at the note just down
bel ow there, it says that these North Lea spacing
units and wells that are currently existing, those are
existing third Bone Spring units in the third Bone
Spring formation. Again, the cases | just presented
are those wells are to be developed in the third Bone
Spring.

And again, it's just a continuation of
t he devel opment in the third Bone Spring. So
hopeful ly that nmakes sense.

MR. MCCLURE: Yes, Ms. Vance.

Actually, | noted nmy own error shortly after | asked
t hat question, actually. For sone reason, | was
picturing it as we were asking for the west half of
Section 3, and it's the west half of Section 10 that
we're asking for in the 23528 and 235209.

So essentially, nmy initial speculation
is correct. You have existing wells, except it's in
Section 3. And now we're |ooking at Section 10.

M5. VANCE: That's correct. Just
continuing the devel opnent.

MR. MCCLURE: Okay. Thank you, M.

Vance. That was ny only questions here.
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Thank you, Ms. Oth.

THE HEARI NG OFFI CER: Thank you.

Ms. Thonpson, do you have a question?

M5. THOMPSON: | have no questi ons.

THE HEARI NG OFFI CER:  All right.

Thank you, Ms. Vance. We will admt
the exhibits and take these matters under advi senent.
Do | understand you have one nobre case?

(Exhibits A through D were received

I nto evi dence.)

M5. VANCE: One nore case, although
you're not done with me for the day even after this.
Yes. So in this |last case, No. 23520, Read & Stevens
seeks an order pooling all uncommtted interests in
the Wol fcanp formation, and that's Wl fcanp oil. The
pool is Tonto Wbl fcanp, and the pool code is 59500.

And that's underlying a standard
160-acre nore or |ess horizontal well spacing unit
conprised of the west half, west half of Section 10,
Townshi p 20 South, Range 34 East, Lea County, New
Mexi co. And Read & Stevens seeks to dedicate this
spacing unit to the R ddler 10 Federal Com 201H well .

And this case, as is with the other
cases, we provided a copy of the application. And the

applicant is Read & Stevens. And we are requesting
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t hat Perm an Resources be designated as the operator.

We provided the conpul sory pooling
checklist, making note of the same, as well as the
self-affirmed | and statement of Travis Macha and
geol ogi st Ira Bradford, both of whom have previously
testified before the Division, as |'ve nentioned.

M. Macha's self-affirned statement is
Exhi bit A, which includes Sub-Exhibit A-1, a Cl02;
A-2, a land tract map and ownershi p schedul e; and A- 3,
a sanmple well proposal letter and AFE; and | astly of
this sub-exhibits, A-4, chronol ogy of contacts.

(Exhibit A and A-1 through A-4 were

mar ked for identification.)

This is followed by M. Bradford's
self-affirmed statenent, which is Exhibit B and
i ncl udes Sub-Exhibits B-1, a | ocator map; B-2, a
cross-section | ocator map; B-3, a subsea diagram for
the Wbl fcanp; and B-4, a stratigraphic cross-section.

(Exhibits B and B-1 through B-4 were

mar ked for identification.)

In this case, M. Bradford did not
observe any faulting, pinch-outs, or other geol ogical
| npedi ments to the horizontal drilling of this well.

And then lastly is Exhibit C a

self-affirnmed statenent of notice with sanple letters
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that were tinely mailed on May 12, 2023.
(Exhibit C was marked for

i dentification.)

And Exhibit D, an affidavit of notice

of publication, which was tinely published on May 17,

2023.
(Exhibit D was marked for

I dentification.)

And unl ess there are any questions, |

woul d ask that all exhibits and sub-exhi bi
admtted into the record and that Case No.

t aken under advisenent by the Division at

THE HEARI NG OFFI CER: Thank you, M.

Vance.

M. Hajny, do you have questions?

MR. HAJNY: No questions, Madam

Exam ner. Thank you very mnuch.

THE HEARI NG OFFI CER: Al l right. Thank

you.

M. MClure?

MR. MCCLURE: Thank you, Ms. Orth, but

| don't have any questions for this case.

THE HEARI NG OFFI CER: Al |l right.

And Ms. Thompson?

M5. THOMPSON: | have no questions at

ts be
23530 be

this tine.
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this tine.

THE HEARI NG OFFI CER: Al |l right.

So, Ms. Vance, your exhibits are
admtted, and this matter 30, 23530, is taken under
advi sement .

(Exhibits A through D were received

I nto evi dence.)

M5. VANCE: Thank you very nuch. And |
wll see you again shortly.

THE HEARI NG OFFICER: All right. Let's
nove on, then, to 23531, Perm an Resources Operating.
It's a conpul sory pooling application. Wuody is the
name of the well.

VWho's here from Hi nkl e and Shanor? |Is
that you, Ms. Hardy?

MS. HARDY: It is, Madam Exani ner.

Thank you.

THE HEARI NG OFFI CER:  All right.

Let nme ask is there are any ot her
appearances this nmorning. | don't hear any.

I f you would then proceed, please, M.
Har dy.

MS. HARDY: Thank you. Perm an
Resour ces seeks an order pooling uncommtted interests

i n the Bone Spring formation underlying a 480-acre
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nore or |ess standard horizontal spacing unit
conprised of the east half of Section 15 and the
nort heast quarter of Section 22, Township 20 South,
Range 35 East, in Lea County.

Perm an Resources proposes to dedicate
the unit to the Whody 22 Federal Com 503, 504, and
505H wells. This is a proximty tract unit with the
504H wel | being the proximty tract defining well.

We've provided in our exhibit packets
the self-affirnmed statenents of |andman Travis Macha
and geol ogist Ira Bradford. M. Macha provides the
standard | and exhibits, including the Cl102s, the plat
of tracts, tract ownership, and pooled parties
i nformation, which is included in Exhibit A-3.

(Exhibit A-3 was narked for

i dentification.)

He provides the well proposal, and then
Exhibit A-5 is a chronology of contacts with the
pool ed parti es.

(Exhibit A-5 was narked for

I dentification.)

M. Bradford provides the standard
geol ogy exhibits, which include a regional |ocation
map, Ccross-section map, a second Bone Spring subsea

structure map, stratigraphic cross-section, and a gun
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barrel .

Exhibit Cis nmy notice affidavit, and
it includes a chart of the dates notices were sent and
received. The return receipt's in the sanple notice
letter.

(Exhibit C was marked for

i dentification.)

We also did tinely published notice of
this case. Wth that, unless there are questions, |
woul d ask that the exhibits be admtted and that the
case be taken under advisenent.

THE HEARI NG OFFI CER:  Thank you, Ms.
Har dy.

M. MCure, do you have questions?

MR. MCCLURE: Thank you, Ms. Orth. |
do not have any questions, though.

THE HEARI NG OFFI CER:  Al'l right.

Ms. Thonpson?

M5. THOWSON: Thank you. | do not
have any questi ons.

THE HEARI NG OFFI CER:  AlI'l right.

Thank you very nuch, Ms. Hardy. Your
exhibits are admtted, and the matter is taken under
advi senent .

Il
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(Exhibits A-3, A-5, and C were received

I nto evi dence.)

M5. HARDY: Thank you.

THE HEARI NG OFFI CER: Let's nobve, then,
to 23533, conpul sory pooling application for Chevron,
USA. The nane of the well is C B. Tono [ph]. Let's
see.

Ch, is that you, M. Fel dewert?

MR. FELDEWERT: Good norning, Ms. Oth.
Yes. It is.

THE HEARI NG OFFI CER: Al |l right.

Let me ask if there are any other
appearances this norning. No?

In that case, if you would proceed,
pl ease.

MR. FELDEWERT: Yes. Good norning,
Exam ners. M chael Feldewert with Holland and Hart
appearing for Chevron. And in this matter, Chevron's
application seeks two forns of release. They seek
approval of an overl apping spacing unit in the Bone
Spring formati on conprised of the east half of
Sections 16 and 35 down near in 20 South, 28 East.

And then they seek pooling of the
standard horizontal well spacing unit. The subject

area is conprised of all feetage [ph], soit's a
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chal l enge froma | andman's perspective. The spacing
unit will initially be dedicated to two wells, the
C.B. Tono [pb] 2535 B11l 101H and then the C. B. Tono
[ ph] 2535 B11l 102H.

And Ms. Thonpson, the 102H wi |l be the
defining well for this standard 640-acre overl apping
spacing unit.

Qur exhi bit package contains 50 PDF
pages. |It's conprised of a conpul sory pooling
checklist, the filed application, and the docket
notice, and then Exhibits A, B, C, and D.

Exhibit A is Douglas Crawford's
statenent. He's the |landman. He's previously
testified before this Division.

(Exhibit A was marked for

i dentification.)

He notes that this is all free acreage
with no ownership depth severances, and he provides
for you under Exhibit A-1 the form Cl02s for the two
proposed wel | s.

(Exhibit A-1 was marked for

I dentification.)

Exhibit A-2 is the interesting exhibit.
It's the | and pl at.

/1
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(Exhibit A-2 was marked for

i dentification.)

And you'll see that there are 15 tracts
t hat Chevron had to deci pher. And follow ng that
cover page on Exhibit A-2, you'll see that they
provi ded a breakdown of the working interest ownership
by tract.

And then when you get to Page 18, which
you'll find perhaps of interest, is that Tract 12
starts acreage where we have an estate. And we have
sonme unl eased m neral interest owners.

And one of those pieces of unl eased
m neral interest has a nunber of potential assignees
or successors to the Joe H Beeman estate. And those
are |listed out by Chevron.

VWhen you continue through that exhibit,
you get to the Page 21, which is an exhibit
i dentifying the interest by spacing unit, and it
i ncludes a list of those unl eased m neral interest
owners, along with the working interest owners.

And then the next Page 22 of the PDF,
M. MClure, contains a list of overriding royalty
I nterest owners that the conpany seeks to pool.

And what you'll see on both of those

pages is that the parties that you require pooling are
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bol ded, and they have an asterisk next to their nane.
Exhibit A-3 is an exanple of the well
proposal letter that went out to all of the working

i nterest owners, and it includes the AFEs for the two

wel | s.

(Exhibit A-3 was marked for

I dentification.)

Exhi bit 4, then, is your chronol ogy of
cont act s.

(Exhibit A-4 was nmarked for

i dentification.)

And then Exhibit 5 is a plat show ng
the overl apping spacing unit in red, and then the two
exi sting spacing units in green.

(Exhibit A-5 was marked for

I dentification.)

M. Crawford testifies that the notice
list that he provided to us includes the working
i nterest owners and the operator, which is the
Mewbourne GO | Conpany, in these existing spacing
units, the parties that are affected, therefore, by
t he overl appi ng spacing unit.

And when | went through and | ooked at
this exhibit yesterday, | saw that the identification

of the pooling order for the existing spacing unit in
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the west half of the east half of Section 35, the
nunmbers had gotten transposed. Instead of Order
13733, it should be Order 13773.

So yesterday, we corrected that with a
filing you'll find that we filed a suppl enent al
exhibit A-5 that makes that correction.

(Exhibit A-5 was nmarked for

I dentification.)

VWhen you | ook at the file for these two
exi sting spacing units, the division file, you'll see
t hat Mewbourne targeted the second Bone Springs sands
w th those existing spacing units, what they called
the Letter C target within the second Bone Springs
sands.

Chevron's wells and its overl apping
spacing unit will initially target the first Bone
Springs sands. So you got the sanme pool but different
interval. No one has objected to this overlapping
spacing unit for this pool.

Exhibit B is the geologist's statenent,
M. Efren Mendez.

(Exhibit B was marked for

I dentification.)

This is his first tine testifying

before the Division, so we provided as Exhibit B-1 his
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resunme which provides his educational background and
his credentials, which we believe qualifies himto
testify as an expert in petroleumland matters.

(Exhibit B-1 was marked for

I dentification.)

He has pre-provided you, then, Exhibit
B-2, with a |ocator map, a general |ocation map
showi ng where this area is in relationship to Loving
and the Pecos River.

(Exhibit B-2 was marked for

i dentification.)

Exhibit 3 is his structure map. You'll
note that he has outlined the acreage at issue in blue
and then shown the general direction, |location of the
two initially proposed wells.

(Exhibit B-3 was narked for

I dentification.)

And then Exhibit B-4 is his
stratigraphic cross-section that identifies for you
the targeted interval for these initial wells.

(Exhibit B-4 was marked for

I dentification.)

Exhibit Cis the affidavit of notice
for this hearing.

Il
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(Exhibit C was marked for

i dentification.)

Chevron was able to find addresses for
all of these parties that it seeks to pool, but when
you go through the wonderful email or wonderful report
that the USPS puts out, it's not clear whether
everybody received it. Some of it's still apparently
in transit for whatever reason.

So we have the Exhibit D as in David,
which is the affidavit of publication that is directed
by nane to all of the parties that then Chevron seeks
to pool.

(Exhibit D was marked for

I dentification.)

So with that, | would nmove the
adm ssi on of Chevron Exhibits A through D, which woul d
I ncl ude a suppl enmental replacenment Exhibit A-5 that we
filed yesterday.

THE HEARI NG OFFI CER: Thank you, M.

Fel dewert. Exhibits A through D including the
suppl enental subm ssion are adm tted.

(Exhibits A through D were received

I nto evi dence.)

M. MCure, do you have a question of

M. Fel dewert?
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MR. MCCLURE: Thank you, Ms. Orth. I
believe M. Feldewert answered all ny questions, so |
have no questions for this case.

THE HEARI NG OFFI CER:  AlI'l right.

Ms. Thonpson?

M5. THOWPSON: | have no questions for
t his case.

THE HEARI NG OFFI CER:  All right. Thank
you.

So, M. Feldewert, this matter is taken
under advi senent, and thank you very nuch.

MR. FELDEWERT: Thank you.

And Ms. Thonpson, welcone to the
Di vi si on.

THE HEARI NG OFFI CER: W have been
going nearly two hours, and |I'mwondering if this is a
good tine to take a break, say 15 mnutes, to 10: 05?
Yeah? All right. W are on a break, and we wll cone
back together again at 10:05. Thank you, all.

(OFf the record.)

THE HEARI NG OFFI CER:  We just had a
short break. We'll turn now to the next set of
affidavit cases. W have 23534 and 23535, Perm an
Resources QOperating' conpul sory pooling application.

The nanme of the well is Bridge. And let's see who's
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here from H nkle Shanor. |Is that you, Ms. MLean?

MS5. MCLEAN: Yes. It is. Jackie
McLean on behal f of Perm an Resources Operating.

THE HEARI NG OFFI CER: Great.

Let nme see if there are other
appearances this norning.

MR. BRUCE: Madam Exam ner, Ji m Bruce
representing MRC Perm an Conpany. MRC does not obj ect
to the cases proceeding by affidavit.

THE HEARI NG OFFI CER: Thank you very
much, M. Bruce.

Pl ease go ahead, Ms. McLean.

M5. MCLEAN: Thank you. 1In Case No.
23534, Perm an is applying for an order pooling all
uncommitted interest in the Bone Spring formation
underlying a 320-acre nore or |ess standard hori zont al
spacing unit conprised of the west half, west half of
Sections 21 and 28, Township 22 South, Range 35 East,
in Lea County.

And the unit will be dedicated to the
Bridge State Unit 28 No. 506H well, which will be
drilled froma surface hole [ocation in the southeast
gquarter, southwest quarter of Section 28 to a bottom
hole | ocation in the northwest quarter, north quarter

of Section 21. The conpleted interval of the well
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w |l be orthodox.

And in Case No. 23535, Perman is
seeking an order pooling all uncommitted interest in
t he Bone Spring formation underlying a 320-acre nore
or | ess standard horizontal spacing unit conprised of
the east half, west half of Sections 21 and 28,
Townshi p 22 South, Range 35 East in Lea County.

And the unit will be dedicated to the
Bridge State Unit 28 No. 507H well, which will be
drilled froma surface hole [ocation in the southeast
guarter, southwest quarter of Section 28 to a bottom
hol e | ocation in the northeast quarter, northwest
quarter of Section 21.

The exhi bit packet for both these cases
that we submtted to the Division contain Exhibit A,
the | and professional's testinmony of Chris Astwood and
related | and exhibits.

(Exhibit A was marked for

i dentification.)

-- geol ogy testinmony of Ira Bradford,
whi ch i ncludes a regional |ocator map, cross-section
map, Bone Spring subsea structure nmap, and
stratigraphic cross-sections, and a gun barrel
devel opnent pl an.

Il
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(Exhibit B was marked for

i dentification.)

And then finally Exhibit C, which
I ncl udes the notice testinony of ny partner Dana Hardy
and attached to that is a notice letter that was sent
to the party to be pooled and copies of the certified
mai |l green cards and white slip returns.

(Exhi bit C was marked for

I dentification.)

And there is only one party to be
pooled in both of these cases, so we did not publish,
and they did receive notice of the hearing. And with
that, unless there are additional questions, | ask
that Exhibits A, B, and C be admitted into the record
i n Case Nos. 23534 and 23535, and that the cases be
t aken under advi senent.

THE HEARI NG OFFI CER:  Thank you, Ms.
McLean.

M. Bruce, do you have any questions?

MR. BRUCE: Nope.

THE HEARI NG OFFI CER: Nope? All right.

M. MC ure?

MR. MCCLURE: Yes, Ms. Oth, | do have
a question for Ms. MLean.

On your green card that was received or
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for the notice that was sent to Oxy --

MS. MCLEAN: Yes.

MR. MCCLURE: There's a date on that
t hat says, "Received May 16, 2023."

M5. MCLEAN. Yeah. That's when we got
it back in our office. But |I think they, like, stanp
ever yt hi ng.

MR. MCCLURE: Okay. And you see
exactly where | guess | was going with that is |I was
trying to figure out where that date actually cones
from

MS. MCLEAN: Yes.

MR. MCCLURE: | guess what |I'm --
| ooking at is there's no signature on this green card,
but you guys got it back. But then when you | ook at
the USPS site, it shows this package is still being in
transit as of May 27t h.

M5. MCLEAN. Yes. But it is ny
under st andi ng that Perm an has been speaking with Oxy
about this and the well proposals and that's been
ongoi ng, the talks. |If you |look at Exhibit A-5, there
has been numerous comuni cati ons between Perm an and
Oxy.

(Exhibit A-5 was narked for

I dentification.)
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And you know, we're very certain that
they received notice of this. W don't always get
signed cards. You know, people don't always
necessarily sign them when they return themto us.

But so we don't know why people don't sign sonetines,
but sonmetinmes they don't, and we get it back.

But as you see from you know, we did
get the card back, and Exhibit A-5 for both cases
shows that Perm an and Oxy have been discussing this
pretty regularly since April 4th.

MR. MCCLURE: Yeah. |In regards to
recei ving unsigned green cards, | guess | agree with
you. For sone reason, it seens |like the USPS does
send those back. The thing that's w thout signatures
that | don't know how exactly that occurs. But | do
agree, it does occur.

VWhat |I'mtrying to figure out here is
it's just odd that this card was received by you but
yet the USPS is showi ng the package of having been
scanned in their facility on May 27th as an
undel i vered --

M5. MCLEAN: That's weird.

MR. MCCLURE: -- nore than a full week
-- | nmean, alnpst two weeks after this green card was

received by your law firm So --
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M5. MCLEAN: -- the nunmber now.

MR. MCCLURE: Go ahead. |'msorry.

MS. MCLEAN. | was just going to | ook
at it nmyself.

MR. MCCLURE: Yeah. Maybe | m sentered
it in. Let ne enter it in again, | guess.

M5. MCLEAN. And sonetinmes, you know,
we do get reports that aren't necessarily correct
because | know that we've | ooked up sone, and they'l
say, you know, |like, en route or sonething |like that,
you know, when we've gotten a call fromthe person
about the case.

So yes. It arrived at the USPS
facility May 9th. And that's, you know, stanped
correctly on that little white receipt that says My
9th. That's very strange. | guess you know, |'m not
the U S. Postal Service, so | have no idea. But |
know t hat we got the green cards back.

Perm an has been talking with Oxy. So
you know, we feel very confident that they have notice
of the hearing today.

MR. MCCLURE: Yeah. | was going to
say, | guess, normally, | nmean, it seens |ike what the
USPS normally has issues with is they m ss scanning

sonet hi ng rather than having, like -- | mean, you are
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exactly correct. Sonetines sonething wll
delivered and yet USPS will say that it's
MS. MCLEAN: Yeabh.

get

in transit.

MR. MCCLURE: It alnost seens |ike they

mss a scan. But | guess |I've never seen where they

had, |ike, a scan of words that was, |ike,

it was

delivered, and then they had it scanned in their

system after it was delivered. |'ve never
occur, | guess. But you know, obviously,
at each and everything single USPS --

MS. MCLEAN: Yeabh.

seen t hat

| don't | ook

MR. MCCLURE: -- ny only concern here,

| guess, is essentially all that we have is your

testinony that Oxy is aware of it and then we don't

have any responding from Oxy. Like, you j

your email |ist of conmunications.

ust have

M5. MCLEAN. Wuld you like us to

suppl enment with, you know, sone sort of confirmation

that Oxy was aware of it? | nmean, they can't -- you

know, when we get the green card back, we

back unl ess soneone on their end stuck it

can't get it

in the mail.

Right? Like, it doesn't get taken fromthe package

and just nysteriously ends up back in the

mai | system

So | nmean, | don't really know what

much el se we coul d provide other than, you know, we
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could, | guess, get a copy of a email between Perm an
and Oxy, you know, that shows that they did, they're
tal ki ng and have know edge of this?

MR. MCCLURE: Yeah. | was going to
say, | guess | would definitely like to see sonething
confirm ng that they have, you know, actually received
j ust because of the unsigned green card and whatever's
going on with the internal tracking of USPS.

| guess the question in nmy mndis
whet her we can take it under advisenent and with the
record |l eft open for that confirmation or el se whether
we should continue it | guess is the question that's
in my mnd.

| guess | don't know if Ms. Orth has a
t hought on that or what we're thinking here.

THE HEARI NG OFFI CER:  Wel |, the
Di vision has a history of being very strict with
notice, so as | understand, the history of how we've
handl ed potential notice issues in the past, the
Di vision prefers to continue it.

M5. MCLEAN: And we've also net in the
meantinme, | guess, sone sort of email or sonething
confirmng that Oxy did receive it and did send back
t hat green card.

MR. MCCLURE: Yeah. | was going to
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say, with what we have in record, | think a sinple
emai | acknow edging it should be sufficient, | surely
woul d t hi nk.

M5. MCLEAN:. Okay.

THE HEARI NG OFFI CER:  All right.

Anyt hing el se, M. MC ure?

MR. MCCLURE: Thank you, Ms. MLean.

Thank you, Ms. Orth. | don't have any
ot her questi ons.

THE HEARI NG OFFI CER:  All right.

M5. MCLEAN. Ckay. Thank you.

THE HEARI NG OFFI CER:  Ms. Thonpson?

M5. THOWSON: | have no questi ons.

THE HEARI NG OFFI CER:  All right. Thank
you.

W will continue this matter to a tine
then after you have submtted the suppl enent al
i nformation. Please go through the portal for that.

MS. MCLEAN: So should we continue June
15t h?

THE HEARI NG OFFI CER: Wel |, because
it's an affidavit case, there shouldn't be any problem
with continuing it to June 15th. [It's the contested
heari ngs that --

M5. MCLEAN:. Okay.
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THE HEARI NG OFFI CER: -- woul d put us

MS. MCLEAN: So then we'll submt the
conti nuance for June 15th.

THE HEARI NG OFFI CER:  All right. Thank
you very much.

MS. MCLEAN. Thank you.

THE HEARI NG OFFI CER:  AIl right. Let's
nove to the next set of affidavit cases, 23536, 23537,
23538, and 23539. Colgate Operating is the applicant.
This is a requested anendnent of a prior order. The
name of the well is Bondy [ph].

Vo is here from Hi nkl e Shanor on
behal f of the applicant?

MS. PENA: Good norning, Madam Heari ng
Exam ner. Yarithza Pena w th Hi nkle Shanor on behalf
of Col gate Operati ng.

THE HEARI NG OFFI CER:  All right. | m
having just a little bit of trouble hearing you.
Maybe if you could bunp up your volunme just a little
bit.

M5. PENA: Absolutely. How about now?

THE HEARI NG OFFI CER: That's nuch
better. Thank you.

M5. PENA: Okay.
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THE HEARI NG OFFI CER: Let ne ask if
there are other appearances this norning in any of
t hose cases. No?

Al right, if you would, then, please
proceed, Ms. Pena.

MS. PENA: Thank you. So I wll be
presenting all four of these cases -- pretty standard,
each one. In Case Nos. 23536, 23537, 23538, and
23539, Col gate seeks a one-year extension of tine to
comence drilling the wells authorized by their
respective orders 22244, 22245, 2246, and 22247.

Beginning with the first case, 23536,
Order No. R22244 pooled all uncommtted interest in
the Bone Spring formation underlying a 320-acre nore
or | ess standard horizontal spacing unit conprised of
the north half, north half of Sections 23 and 24,
Townshi p 20 South, Range 28 East in Eddy County, New
Mexi co, and dedicated the unit to the Bondy 24 Fedcom
121H wel | .

In Case No. 23537, Order No. R22245
pool ed all uncommtted interest in the Bone Spring
underlying a 320-acre standard horizontal spacing unit
conprised of the south half, north half of Sections 23
and 24, Township 20 Sout h, Range 28 East in Eddy
County and dedicated the unit to the Bondy 24 Fedcom
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122H wel | .

In Case No. 23538, Order No. R22246
pooled all uncommtted interest in the Bone Spring
formati on underlying a 320-acre standard hori zont al
spacing unit conprised of the north half, south half
of Sections 23 and 24, Township 20 South, Range 28
East in Eddy County and dedicated this unit to the
Bondy 24 Fedcom 123H wel | .

And in Case No. 23539, Order No. R22247
pool ed all uncommtted interest in the Bone Spring
formation in a 320 horizontal spacing unit conprised
of the south half, south half of Sections 23 and 24,
Townshi p 20 South, Range 28 East in Eddy County and
dedi cated the unit to the Bondy 24 Fedcom 124H wel | .

So all four orders designated Col gate
as operator of the units and wells, and Paragraph 19
of all orders required Colgate to commence drilling
the wells within one year of the date of the order
unl ess good cause was shown for an extension.

In these cases, we are asking that good
cause exist to extend the deadline to comence
drilling due to delays resulting fromlimted rig
avai lability, the supply chain delays, and del ays
associated with the nerger between Col gate and

Cent enni al Resources.
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The exhi bit packages for each case
contain Exhibit A which has the |and professional
Mark Hajdi k's testinony, setting out the reason for
t he requested extension of tine, the application with
t he proposed notice, and a copy of the existing orders
for each case.

(Exhibit A was marked for

I dentification.)

And Exhibit B contains the notice
testi nony of Dana Hardy, which includes a copy of the
notice letter sent out to all the interested parties,
a chart setting out when notice was sent, copies of
certified mail receipts and returns, and finally, the
affidavit publication that shows that we tinely
publ i shed in the Carlsbad Current-Argus on May 14,
2023.

(Exhibit B was marked for

I dentification.)

And with that, unless there are any
guestions, | ask that Exhibits A and B be admtted
into the record in Case Nos. 23536, 23537, 23538, and
23539, and that the cases be taken under advi senment.
Thank you.

THE HEARI NG OFFI CER: Thank you, Ms.

Pena.
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M. MCure, do you have questions?

MR. MCCLURE: | have no questions for
any of these four cases, Ms. Oth. Thank you.

THE HEARI NG OFFI CER:  AlI'l right.

Ms. Thonpson?

M5. THOWPSON: | al so have no
guesti ons.

THE HEARI NG OFFI CER:  All right. Thank
you very nmuch, Ms. Pena. Exhibits A and B are
adm tted, and these four cases will be taken under
advi senent .

(Exhibits A and B were received into

evi dence.)

MS. PENA: Thank you.

THE HEARI NG OFFI CER: Let's nove, then,
to 23541, Spur Energy Partners. This is also an
amendnent case. The well nanme is Baffin [ph].

Is that you, Ms. Vance?

MS5. VANCE: Yes, Madam Heari ng
Exam ner. Paula Vance with the Santa Fe office of
Hol | and and Hart on behalf of the applicant Spur
Energy Partners, LLC

THE HEARI NG OFFI CER: All right. Thank
you.

Let me ask if there are any other
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appearances this norning. No?

Pl ease go ahead.

M5. VANCE: Thank you, Madam Heari ng
Exam ner. So in this case, it Iis an extensi on case,
Case No. 23541. Spur seeks an anmendnent to the
division order for its Baffin [ph] No. 10H, No. 11H,
No. 20H, No. 70H, and No. 71H wells and respectfully
requests an extension of tinme to commence drilling the
wel I s under the said order.

In the exhibit packet, we have provided
as Exhibit A the application for extension.

(Exhi bit A was marked for

I dentification.)

And then Exhibit Bis a copy of the
ori ginal pooling order.

(Exhibit B was marked for

I dentification.)

And Exhibit Cis a self-affirned
statement from M ke Wal | ace, the | andman, in which he
expl ains why there is good cause to request this
extension of tinme on the order in this case.

(Exhibit C was marked for

I dentification.)

Just to provide a quick sunmary, there

were sonme unantici pated delays to coordi nate necessary
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I nfrastructure requirenments and | ogistics, and Spur is
diligently working to resolve those and antici pates
drilling these wells in |ate 2024 and thus requesting
t he one-year extension to commence drilling by August
30, 2024, under the order.

Exhibit C1 is a copy of the original
mailing report. | know M. MC ure has asked for that
In the past, so |I've included it.

(Exhibit G 1 was marked for

I dentification.)

Exhibit C2 is an updated pooling |ist.

(Exhibit C-2 was marked for

I dentification.)

And | did want to note -- and this is
al so explained in the self-affirmed statenent of M ke
Wal | ace -- Spur has reached voluntary agreenent with a
handful of the parties, Geat Western Drilling
Company, Dave GOl and Gas, Llano Natural Resources,
Pecos G| and Gas, and Char borough Energy, those
wor ki ng interest owners and is no |longer seeking to
pool them

And then there were a few m nor changes
to sone shifts on interest related to the unl eased
m neral interests and the overrides. And notice was

provided to the successors in interests.
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Il will note that on the updated
pooling, you will see the nane "Sarah S. Zalini [ph]."
And on our mailing report, I'mnot sure which is her
marri ed nane and which is her narried nanme, but the
sanme person is Sarah S. Jones on our mailing report.

And Genevi eve Crane [ph] is listed on
our mailing report, and she is the heir to the pooled
party that is highlighted, R chard E. Johnson.

A self-affirmed statenent of notice is
Exhibit Dwth sanple letters that were tinely mail ed
on May 12, 2023.

(Exhi bit D was marked for

I dentification.)

And a affidavit of notice of
publication, which is Exhibit E was tinely published
on May 14, 2023.

(Exhibit E was marked for

I dentification.)

And unl ess there are any questions, |
woul d ask that the exhibits and sub-exhibits be
accepted into the record and that Case No. 23541 be
t aken under advisenent at this time. And |I'm happy to
be answer any questions fromthe exam ners.

THE HEARI NG OFFI CER: Thank you, Ms.

Vance.
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M. MCure, do you have any questions?

MR. MCCLURE: Yes, Ms. Orth, | do.

Ms. Vance, considering the prior orders
t hat were anended with the current order authorizing
this conpul sory pooling case, Spur's had two years
already to drill these wells. Correct?

MS5. VANCE: | believe that is correct.
The original cases | believe were 21583 and 22767.

And then there was an additional case that was fil ed
to conbine that acreage into a single spacing unit,

whi ch woul d have been the previous case 21587. And so
the order under that case is the one that we are
requesting to extend for that additional year.

MR. MCCLURE: And then you al so
referenced that within Spur's |andnman statenent, M.
Drew Ois [ph] it looks like had testified as to why
there is good cause for this extension. 1Is it only
this single paragraph | abel ed Paragraph 4? |Is that
the only details that he has in his statenent in
regards to this?

M5. VANCE: That's the only thing that
we provided, but | am happy to explain the |ogistics.
We did explain it kind of in general terns there.

But | believe it's related to or it's

my understanding it's related to infrastructure,
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specifically some pipeline infrastructure and that

Spur is working diligently to resolve that they are

eager to drill these wells under the order.
MR. MCCLURE: | guess do you know was
this due to delays for material? O was there, |ike,

surface agreenent took up sonme tinme to get that
pi peline put into the ground? O do we know any nore
details in regards to that infrastructure?

M5. VANCE: If you'll give ne just one
second, I'mgoing to pull up on some comruni cati on
have and try and pull out sone specific information
that may be hel pful. Again, it's ny understandi ng
it's related to sone pipeline infrastructure and a
di sposal well that they are requiring for devel opment
of these wells.

So, yes, again, it is related to
sal twater disposal system And initially this would
have required a pipeline that was extensive in |ength.

And to avoid having to build a, you
know, put in place a pipeline that woul d cause
addi ti onal surface disturbance, Spur has been worKking
to resolve that infrastructure and reach agreenent
with | believe sonme nei ghboring operators to avoid any
unnecessary additional infrastructure to the area.

MR. MCCLURE: But, is all of it
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resolved, | guess, at this tinme, Ms. Vance? O do we

have sone sort of tineline on when it wll be
resol ved?

M5. VANCE: | believe they are worKking
on it right now, but Spur anticipates that it wll be

resolved by the tinme franme | believe | gave, which was
| at e August 2024.

MR. MCCLURE: Now, as far as the
sal twater disposal, is it already in place, or are
they also waiting for an order approving that well?

MS5. VANCE: | don't know the answer to
t hat question, but | would be happy to follow up with
Spur if the Division requires an answer.

MR. MCCLURE: | was going to say, I'Il
| et Ms. Thonpson nmaybe weigh in on this on her
t hought s.

THE HEARI NG OFFI CER: Ms. Thonpson, do

you have questions?

M5. THOWPSON: Yeah. | think that |
woul d i ke some clarification on that. So by
providing, |ike, maybe an additional exhibit on these

timelines and, you know, the exact reasons why there

was such tinme delays, those tinmes, | guess, would be
ni ce.
M5. VANCE: |'m happy to provide
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additional information if that would be hel pful to the
Di vi si on.

MR. MCCLURE: Yes. Ms. Vance, if you
just wanted to submt sonething additional, maybe a
summary, | guess, of what you' ve tal ked about during
testinmony here with those details. And then also, you
know, expected dates, | guess, of conpletion. | nean,
obviously, we don't really know yet if it's not
resol ved.

M5. VANCE: That's right. | would be
hesitant to include concrete dates. Cbviously things
change. But the hope is to get this resolved, and
Spur is working diligently to do that and plans to
comence drilling | ate August 2024.

MR. MCCLURE: OCh, yes, | nean,
obvi ously we don't have concreted dates. | guess the
only thing may be just expected dates of maybe just so
we have sonme sort of tinmeline because it sounds |ike
maybe it's close to being resolved. And if that's the
case, maybe a six-nonth off-process.

| don't know what we're |ooking at.

But whatever they're kind of thinking would be the
best because assuming they're going to have to have
and then they're going to have to have this resol ved

and how nmuch tinme it's going to take themto then get
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the pipeline put in type process.

So |'m assum ng, you know, a couple
nont hs after they' ve resol ved whatever is going on
currently, | guess.

M5. VANCE: | can definitely foll ow up
with Spur to just see the status and see what would
make sense in terns of a supplenental exhibit to the
| andman's statenent to clarify and answer any
questions that the Division has.

MR. MCCLURE: Okay. Thank you.

Was that you were thinking, too, Ms.
Thonmpson? O were you wanting sonmething extra in
t here?

M5. THOWPSON: That's exactly what |
was t hi nki ng.

MR. MCCLURE: Okay. And then, | don't
know what Ms. Oth is thinking as far as whet her we
can take it under advisenent and just |eave the record
open for this further exhibit, or what you're
t hi nking, Ms. Oth.

THE HEARI NG OFFI CER:  Well, it's not
about notice. Right?

MR. MCCLURE: No. It's not about
noti ce.

THE HEARI NG OFFI CER:  Yeah. So | think
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you can take it under advisenent. W don't have to
continue it.

M5. VANCE: Thank you. That woul d be
our preference, as well.

THE HEARI NG OFFI CER:  All right. So
t hank you. Your exhibits are admtted, and the matter
wi Il be taken under advisenent with the understandi ng
that you'll be supplenenting the |landman's affidavit.

(Exhibits A through E were received

I nto evi dence.)

M5. VANCE: Thank you.

THE HEARI NG OFFI CER:  Thank you.

Al right. Let's nove now to 23542.
Mewbourne QG| is the applicant, conpul sory pooling
application. The nane of the well is Wne Mxer. M.
Bruce?

MR. BRUCE: Madam Chair, Jim Bruce for
Mewbour ne.

THE HEARI NG OFFI CER: Al |l right.

Let nme ask if there are any ot her
appearances this norning. Not hearing anything.

Go ahead, M. Bruce.

MR. BRUCE: Madam Exam ner, submtted
t he exhi bit package or packages. In this case,

Mewbour ne seeks to an order pooling uncommtted
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m neral interest owners in the Bone Spring formation
underlying the north half of Section 21 and the north
hal f of Section 20 of 20 South, 27 East.

First of all, this is a nonstandard
hori zontal spacing unit. | would note two things.
Mewbour ne is applying for approval of the nonstandard
unit adm nistratively.

And | would also note for the record
t hat Mewbourne has previously filed for pooling of the
south half of these two sections and has obtai ned an
order for those particular wells for an NSP
adm ni stratively.

Mewbourne is seeking to drill two W ne
M xer wells. They're third Bone Springs wells.
Exhibit 2 is the affidavit of the |andman.

(Exhibit 2 was marked for

I dentification.)

And right at the top, | would note --
and | just noticed this about half an hour ago -- that
t he statenment of Braxton Bl andford, the | andman for
Mewbour ne on this case -- he's been qualified as an
expert before. But his affidavit refers to two cases,
23542 and 23543.

| don't know what happened, but | filed

one application for this matter. But it was filed as
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two separate cases, 542 and 543, and | have previously
noved to dism ss Case 23543. And that application was
granted. | can assure you | only paid one filing fee,
so | think it's proper that | just put on one case.

The | andman's affidavit contains the
usual information about the well unit and the wells
i nvol ved. There's no depth severance in the Bone
Spring formations. He does state in there that they
have filed an adm nistrative application for the NSP.
Exhi bit 2-A contains the land plat plus the Cl102s,
whi ch denotes the nanme of the pool and the pool code.

(Exhi bit 2-A was marked for

I dentification.)

Attachnment B shows the tracts invol ved,
the interest owners involved, and gives their
percent age i nterests.

(Exhibit 2-B was marked for

I dentification.)

Exhi bit C shows the proposal letter
t hat was sent out.

(Exhibit 2-C was marked for

I dentification.)

And then Exhibit D, the AFEs for the
two wells invol ved.

Il

Page 128

Veritext Lega Solutions

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




© 00 N oo o b~ wWw N

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

(Exhibit 2-D was nmarked for

i dentification.)

Mewbour ne, we believe we've included
all of the information that the Division normally
needs. | would note two things in the affidavit.
Mewbourne is seeking $8,000 a nonth per drilling well
and 800 a nmonth per producing well as the overhead
rates.

And separately, they did exam ne a
nunber of records to determ ne the interest owners
i nvolved, and | will get into that in a m nute.
Exhibit 3 is the affidavit of Charles Croshy, a
| andman who's testified before the Division many, nmany
times.

(Exhibit 3 was marked for

i dentification.)

Contains information, the structure
map, on the attachment A to Exhibit 3 is a structure
map.

(Exhibit 3-A was narked for

I dentification.)

On the top of the Wolfcanp -- in other
words, the base of the third Bone Spring, these wells
are in the lower third Bone Spring. And it also shows

the line of cross-section, not to nmention it shows
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that all of the well in this area, proposed or
ot herwi se, are way down well units, which is why
Mewbour ne is building themthat way.

Exhi bit Attachnment B is the
cross-section showng the third Bone Spring zone.

(Exhibit 3-B was marked for

I dentification.)

And it shows that the zone is
continuous across the well unit. M. Crosby also
states that each quarter, quarter section in the wel
unit contribute nore or |less equally to production.

Exhibit 4 is nmy affidavit of notice.

(Exhibit 4 was marked for

I dentification.)

There were about a dozen and a half
people notified. | do attach the certified white
slips and the green card. | would note that | have
received very few green cards back, only four out of
18, and | checked | ate yesterday afternoon. | intend
to supplenment the record over the next week or so by
hopefully collecting nore green cards.

But despite the | ack of green cards,
everybody was notified as shown by the affidavit of
publ i cation, marked Exhibit 5.

/1
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(Exhibit 5 was marked for

i dentification.)

There is one little problemw th that
exhibit, which is by nmy calculation, it was published
one day too late. So what | would ask -- and then
Exhibit 6, of course, is the checklist, which
created -- and ny usual problem

(Exhibit 6 was marked for

I dentification.)

And what | would ask is that Exhibits 1
through 6 be admtted into the record. | will submt
Exhibit 7, the certified notice spreadsheet, but |
want to update that to include as nuch recent returns
of green cards as | can.

(Exhibit 7 was marked for

i dentification.)

Nunber 3, because of the publication
bei ng one day late, | would ask that the matter be
continued to June 15th just to allow the time of
publication to expire. And if you so desire, | wll
file a notion for continuance to nove it to the 6/15
docket. And with that, | think I'm done. Thank you.

THE HEARI NG OFFI CER:  All right, M.
Bruce. Thank you. Exhibits 1 through 6 are admtted.
/1
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(Exhibits 1 through 6 were received

I nto evi dence.)

And | will ask you to file a notion for
conti nuance through the portal for June 15th because
it's not a contested case.

In the nmeantime, M. MClure, do you
have questi ons?

MR. MCCLURE: Ms. Orth, yeah, no | do
not think | have any questions on this at all. Thank
you.

THE HEARI NG OFFI CER: Al |l right.

Ms. Thonpson?

M5. THOWSON: | have no questi ons.

THE HEARI NG OFFI CER:  All right. Thank
you.

Thank you, M. Bruce. W'IlIl |ook for
your notion for continuance.

MR BRUCE: | will file that today.

THE HEARI NG OFFI CER: Al |l right.

Now we have Cases 23544, 23545, 23546,
and 23547. Mewbourne Ol is the applicant in all of
t hose. They have conpul sory pooling and an order
amendnent. The well is Deep Elum [ph].

And M. Bruce, it appears you're here

for Mewbourne in this set of cases, as well. M.
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Bruce?

Let's see. He was Caller No. 3, and |
don't see Caller No. 3 anbng our participants anynore.
Okay. We will nove on then and trust that he wll
rejoin us when he can.

Let's nmove on to Case 23550. This is
Devon Energy. The well is Prairie Fire. Let's see.

M. Savage?

MR. SAVAGE: Yes. Good norning, Madam
Exam ner.

Good norning, Technical Exam ners.

Darin Savage with the Santa Fe office
of Abadie Schill appearing on behalf of the applicant
Devon Energy Production Conpany LP.

THE HEARI NG OFFI CER: And does it make
sense to present along with 23553 and 54, or no?

MR. SAVAGE: It does. W requested
that in our pre-hearing statement. So it's perfectly
appropri at e.

THE HEARI NG OFFICER: All right. Thank
you very nuch.

Are there other appearances this
mor ni ng? No?

Okay. Please go ahead, M. Savage.

MR. SAVAGE: Thank you. We're
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presenting Cases 23550, 23553, and 23554 in
consolidated form which cover |ands in Sections 27,
26, and 25, Township 20 South, Range 29 East, Eddy
County, New Mexi co.

The | andman Andy Bennett and the
geol ogi st Joe Di xon, they have testified previously
for the Division as expert wtnesses, and their
credenti al s have been accepted as a matter of record.

In Case No. 23550, Devon seeks an order
pooling all uncommtted interests in the Wl fcanmp
formati on designated as our well pool underlying a
standard 400-acre nore or |ess spacing unit conprised
of the south half, northeast quarter of Section 27 and
the south half, north half of Sections 26 and 25 in
Eddy County.

The unit will be dedicated to the
Prairie Fire 27-25 Fedcom 722H well. Orientation of
the well and unit that's laid dowmn west to east and
the | ocation of the well is standard.

M. Bennett's Exhibit A for Case 23550
i ncludes his self-affirmed statenment, a C102, the
owner shi p breakdown, the well proposal |etter, and the
chronol ogy of contacts reflecting the comrunication
with the parties.

Il
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(Exhibit A was marked for

i dentification.)

M. Dixon's Exhibit B for this case
I ncl udes his self-affirmed geol ogy statenent, al ong
with the five standard geol ogy exhibits show ng the
potential for devel opnent of the unit as he has
described in his statenent.

(Exhi bit B was marked for

I dentification.)

Exhi bit C provides the self-affirned
statenent of notice for mailings and the publication
noti ce.

(Exhibit C was marked for

I dentification.)

The notice was tinmely mailed. Devon
found all owners to be |ocatable. Service of notice
by publication was tinely and published to account for
any unforeseen contingenci es regardi ng noti ce.

In Case No. 23553, Devon seeks an order
pooling all uncommtted interests in the Wl fcanmp
formati on designated as an oil pool underlying a
standard 400-acre nore or | ess spacing unit conprised
of the north half, northeast of Section 27 and the
north half, north half of Sections 26 and 25 i n Eddy
County.
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This unit will be dedicated to the
Prairie Fire 27-25 Fedcom 621H well. And again, the
orientation of the well is laid down west to east.
And the location is standard.

M. Bennett's Exhibit A include his
self-affirmed statenent, Cl102, ownership, wel
proposal letter with AFE, and a chronol ogy of
contacts.

(Exhibit A was marked for

i dentification.)

M. Dixon's Exhibit B includes his
geol ogy statenent and the five standard geol ogy
exhi bits again show ng the potential for devel opment
as he describes in his statenment.

(Exhibit B was marked for

I dentification.)

And Exhi bit C provides the
self-affirmed statenent of notice show ng that notice
was tinmely and owners were | ocatable and that
publication was tinely as a back-up for notice.

(Exhibit C was marked for

I dentification.)

Finally, Case No. 23554, Devon is
seeking an order pooling all uncommitted interest in

t he Bone Spring formation designated as an oil pool
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underlying a standard 800-acre nore or |ess spacing
unit conprised of the northeast quarter of Section 27
and the north half of Sections 26 and 25 in Eddy
County.

This unit will be dedicated to the
Prairie Fire 27-25 Fedcom 331H well. Again, the
orientation of the well is laid down west to east, and
the location is standard. The 331H well is a
proximty well, and it is positioned so that the
proximty tracts can be included to create the |arger
800- acre standard spacing unit.

M. Bennett's Exhibit A for this case
I ncl udes his statenent, the Cl102, the ownership
breakdown, the well proposal letter with AFEs, and the
chronol ogy of contacts.

(Exhibit A was marked for

I dentification.)

And |ikew se, M. Dixon's Exhibit B for
this case includes his geol ogy statenent and the five
st andard geol ogy exhi bits showi ng potential for
devel opnent .

(Exhibit B was marked for

I dentification.)

Exhi bit C provides the self-affirned

statenment of notice for mailings and publication
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notice, which were all tinely. Interest owners were
| ocat abl e, and service of notice publication was
timely, as well.

(Exhi bit C was marked for

I dentification.)

As a note, | would like for the
techni cal exam ners to know that pursuant to their
f eedback and | believe Ms. Thonpson and M. Lowe
provi ded sone feedback in the |ast hearing date that
we are in fact incorporating their advice for the
descriptions we used in the first paragraph of our
pool i ng applications.

There was sone question about the
descriptions creating maybe a little bit of confusion
in how we described it.

But the current applications in today's
heari ng have been drafted and filed prior to the
exam ners' input and feedback, so we didn't have a
opportunity to incorporate the feedback regarding the
description of the spacing units, and we will revise
that for clarification purposes in the future.

| would also |like to point out to the
techni cal exam ners and the hearing exam ner that |
was review ng the conpul sory pooling checklist |ast

ni ght, and | discovered that sone of the information
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in the Excel cells had been inadvertently cut off and
covered up because of the size of the cell.

And in order to provide the Division
cl ear access to all of the relevant information, we
woul d like to submt revised checklists of course with
the exam ners' perm ssion to do so.

In all three cases, M. Bennett and M.
Di xon affirnmed that the approval of these applications
are in the best interest of conservation, protection
of correlative rights, and the prevention of waste and
will prevent the drilling of unnecessary wells.

At this time, | nove that Exhibits A,

B, and C and all sub-exhibits be admtted into record

for Cases 23550, 23553, and 23554, and that the cases

be taken under advisenent. And |I am avail able for any
guestions. Thank you.

THE HEARI NG OFFI CER: Thank you, M.
Savage.

M. MCure, do you have questions?

MR. MCCLURE: Ms. Oth, | do not have
any questions for any of these three cases. Thank
you.

THE HEARI NG OFFI CER: Thank you.

Ms. Thonmpson?

M5. THOMPSON: | have no questi ons.
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THE HEARI NG OFFI CER: All right. Thank
you very much, M. Savage. Your exhibits are
adm tted, and these three matters are taken under
advi senent .

(Exhibits A B, and C were received

I nto evi dence.)

MR. SAVAGE: AlIl right. Thank you very
much.

THE HEARI NG OFFI CER: Let's see if M.
Bruce has rejoined us.

M. Bruce? No.

Al right. W wll keep wal ki ng
t hrough the docket. Hope he is able to rejoin us
soon. The next matter is 23561. This is 3R
Operati ng, conpul sory pooling and order anmendnent.
The name of the well is Zeus.

Is that you, Ms. MclLean, from Hi nkle
Shanor ?

MS. MCLEAN: That is me. Jackie MLean
from Hi nkl e Shanor on behalf of Ri dge Runner
Resour ces.

THE HEARI NG OFFI CER: All right. Thank
you.

Let me ask if there are other

appearances this norning. No?
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Pl ease go ahead.

M5. MCLEAN. Great. Thank you. In
Case No. 23561, Ridge Runner seeks an order anending
Order No. R21610, which pooled uncommtted interest in
t he Bone Spring formation underlying a standard
hori zontal spacing unit conprised of the east half,
west half of Sections 2 and 11, Township 20 South,
Range 35 East in Lea County.

And Order No. R21610 dedi cated the unit
to the Zeus 2-11 Fedcom No. 2H well and desi gnat ed
Ri dge Runner as operator of the unit and the well.

And since the owner was entered, Ridge Runner has
i dentified one additional interest in the unit that
has not been pool ed under the terns of the order.

And the exhibit packet submtted to the
Di vi sion contains Exhibit A which is the | and
professional's testinony of Crystal Enerald McG nnis
and related | and exhibits.

(Exhibit A was marked for

i dentification.)

And Exhibit B, which includes the
notice testinony and a copy of the notice letter sent
to the party to be pooled and a copy of the certified
mai |l green cards and white slip return.

Il
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(Exhibit B was marked for

i dentification.)

There was only one party to be pool ed,
so we didn't publish. And as you can see on the green
card, it was in fact signed by M. Melton in this
i nstance. And with that, | ask that Exhibits A and B
be admitted into the record and that Case No. 23561 be
t aken under advi senent.

THE HEARI NG OFFI CER: Thank you, M.

McLean.

M. MCure, do you have questions?

MR. MCCLURE: Yes, Ms. Oth, | do.

Ms. McLean, this included order
R2161-zil. That is the one you're asking to anend.
Correct?

MS. MCLEAN: That is correct.

MR. MCCLURE: |s this order not
expired, | guess, at this point?

MS. MCCLEAN: So it's from 2021. |
believe that -- and | can double check -- but |

believe that it's already been drilled, and they're

j ust reopeni ng because there was one nore person that

needed to be pooled. And | believe, too -- hold on.
Actual ly, now that |I'mthinking about

this, | believe we had already reopened it to extend
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it. Hold on one mnute. Let nme get that information
fromyou. Now ny nenory is --

MR. MCCLURE: Well, to be fair, even if
it has been extended once, it would have still been
expired unl ess you are correct that the well's already
been drilled, | guess.

M5. MCLEAN. Let ne | ook here. Okay.
So this has been extended a couple of tines actually.
|"mpulling up the other case because there are two
Zeus cases. So this one is Oder R261 -- hold on.

G ve nme one mnute, so | can get this. Okay. So we
have extended the order once in -- or we had noved to
extend the order back in 2021 and then again at the
begi nning of this year.

So I'"'mlooking to see if |I can find the
new orders on the imging system here.

M5. THOWSON: M. MClure, do you mnd
if I junp in real fast?

MR. MCCLURE: No, go ahead, Ms.
Thonpson.

M5. THOWPSON: | believe the extension
for that order was 23281 was the case nunber to extend
it athird tinme. And this Zeus well, is this near the
Car | sbad - -

M5. MCLEAN: The Prairie Chicken --
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M5. THOWPSON: The Carlsbad -- |
believe, which is why it was extended so many tines.

MS. MCLEAN: But | think there's a
problemwith drilling permts. And yes, | see here
that Order No. R21610-C, that has extended the order
until February 23, 2024.

MR. MCCLURE: | am seeing that, as
wel | .

M5. MCLEAN. So this is reopening that
Order 21610 to just pool one additional interest
owner. But R21610-C extends the period to drill until
February 23, 2024.

MR. MCCLURE: |I'mthinking that does
ki nd of resolve what nmy question was because | was
wondering, | guess, whether we still had an active
order. And based upon this, it looks |like they do up
until February 23, 2024. Thank you, Ms. McLean.

| have no nore questions. Thank you,
Ms. Orth.

MS. MCLEAN. Thank you, M. MClure.
And thank you for giving ne a couple mnutes to run
down that information.

THE HEARI NG OFFI CER: Ms. Thonpson, any
ot her questions?

M5. THOMPSON: | have no questi ons.

Page 144

Veritext Lega Solutions

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




© 00 N oo o b~ wWw N

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

THE HEARI NG OFFI CER: All right. Thank
you very much, Ms. McLean. The exhibit are admtted,
and the matter will be taken under advisenent.

(Exhibits A and B were received into

evi dence.)

M5. MCLEAN: Thank you.

THE HEARI NG OFFI CER: Let's npve on,
then, to the next matter, which is 23562, Chevron USA
conmpul sory pooling application. The well name is SND
Let's see.

Ms. Vance, are you here for the
applicant?

M5. VANCE: Yes, Madam Heari ng
Exam ner. But before | start, | did send an emil to
M. Bruce, and | think may have reconnected. | think
his intention was to just ask if he could go a little
bit later during the hearing. But |I did want to open
it up if he had finally been able to reconnect. But
he has been trying to get back on.

So | don't know if --

THE HEARI NG OFFI CER: Let ne see.

M. Bruce, have you rejoined us? No.
Not yet.

M5. VANCE: He is trying, though.

THE HEARI NG OFFI CER:  Yeabh.
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Are there other appearances in this
case? No?

Al right. |If you would, please, go
ahead, Ms. Vance.

M5. VANCE: Yes. Thank you. Paul a
Vance with the Santa Fe office of Holland and Hart on
behal f of the applicant Chevron USA, Inc. 1In Case No.
23562, Chevron seeks an order pooling all uncommtted
interests in a portion of the Bone Spring formation.

And the pool nanme is Cotton Draw Bone
Spring, and the pool code is 13367. And that portion
of the Bone Spring is from beneath the base of the
first Bone Spring to the top of the Wl fcanp
formation.

And that is underlying a standard
640-acre nore or |less horizontal well spacing unit
conprised of the east half of Sections 14 and 23,
Townshi p 24 South, Range 31 East, Eddy County, New

Mexi co.

And Chevron is seeking to initially
dedicate this spacing unit to the proposed -- it says
SND -- it's the Sand Dunes 1423 Fedcom No. 429H, No.

430H, No. 431H, and No. 432H well s.
In this case, we have included a copy

of the application and provided the conpul sory pooling
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checklist, as well as a self-affirmed statenment from
| andman Cory Matthews [ph] and geol ogi st Katri na
Hof f man, both of whom have not previously testified
before the division.

And so we have provided as a part of
t hose sub-exhibits, Sub-Exhibit A-1 and Sub-Exhi bit
B-1, respectively.

(Exhibit A-1 and B-1 were marked for

I dentification.)

Ms. Matthews is under the exhibits for
A, and Ms. Hoffrman's are under the exhibits for B. A
copy of the resune that denonstrates that their
background and qualifications and experience tenders
them as experts in their field.

And just to provide a quick highlight,
Ms. Matthews has a Bachel or's of business
adm ni stration and concentration in energy comerce
from Texas Tech. She has worked on |and matters for
the | ast 14 years and has worked for conpani es such as
EP Energy, EMP Conpany LP, Marathon, and has been wth
Chevron now for a period of tine.

And then Ms. Hoffman has a bachelor's
i n geol ogy sciences, Master's of Science --
geochem stry, both -- virtual connectivity

i nterruption -- and she has worked on geol ogy matters
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the last -- virtual connectivity interrupt

ion -- years

and has primarily spent the bul k of her career working

at Chevron and is senior devel opment geol ogi st.

Based on both Ms. Matthews'

Hof f man' s background and qualifications --
MR. MCCLURE: Ms. Vance --
MS. VANCE: Yes --

and Ms.

MR. MCCLURE: Ms. Vance, your

m crophone keeps cutting in and out. | don't know

what's going on or if it's just on ny end.

Are you having it as well, M.
Thonpson?

MS. THOWPSON: | am

MS5. VANCE: Onh, no.

MR. MCCLURE: Yeah. You keep going
real quiet. | mean, you' re |loud right now, but it
keeps going fromvery quiet to nornmal again.

M5. VANCE: Sorry. | can scoot ny

conputer closer if that's hel pful.

THE HEARI NG OFFI CER: Maybe just repeat

the | ast couple of sentences.
M5. VANCE: GCkay. | nean,

wi t hout having to repeat, | just provided

essential ly,

a quick

sunmary of both Ms. Cory Matthews' [ph] and Ms.

Katri na Hof fman, their resunes. " m not sure how nuch
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of that you heard, but both of their resunes are
sub-exhibits in the hearing packet.

And | would just ask that based on
t heir background, education, and experience that they
be accepted as experts in their field and their
credentials be accepted as a matter of record by the
Di vi si on.

THE HEARI NG OFFI CER: Thank you.

M. MC ure, do you have questions?

MR. MCCLURE: | have no questions on
this case. Thank you, Ms. Oth.

THE HEARI NG OFFI CER:  Ms. Thonpson?

M5. THOWSON: | have no questi ons.

THE HEARI NG OFFI CER:  All right. Thank
you very much, Ms. Vance. The exhibits are admtted.
The - -

M5. VANCE.: |'mnot sure -- if you
don't have any questions, that's fine, but | did not
go over any of the |and exhibits or geol ogy exhibits.
And | apol ogize for cutting you off. The only thing
that | had spoken about was the resunes, so | don't
know i f you want ne to go over that.

There are a fewthings | did want to
note in the hearing packet for the --

THE HEARI NG OFFI CER: No. That's fi ne.
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MS5. VANCE: -- exam ners.

THE HEARI NG OFFI CER: That's fi ne.

We' Il recogni ze your witnesses as experts based on
what you've provided. Please go ahead.

M5. VANCE: Sorry about that. Thank
you. And hopefully you can hear ne. Please flag ne
if my mcrophone starts cutting off again. |
apol ogi ze for that.

So Ms. Matthews [ph], her self-affirmed
statenment is Exhibit A

(Exhibit A was marked for

I dentification.)

And again, we included a copy of her
resune and then the Cl102s. The Sand Dunes 430H is the
proximty well utilizing proximty tracts allow ng for
t he enl arged spacing unit.

We have included a |l and tract map, an
owner shi p schedul e, and al so ownership schedule for
the vertical offsets, which we did provide notice to
because there is a depth severance in this case.
However, you will see we did not provide a copy of the
proposal letter or AFEs.

Chevron was able to reach voluntary
agreenment with all the working interest owners by the

time we got to hearing today.
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And so in this case we are only pooling
the overrides and the record title holder, which we
provi ded a quick summary of the chronol ogy of contacts
wth the record title hol der because -- and that was

for purposes of the CA because this involves federal

| ands.

But we anticipate that the record title
hol der will be providing signature on that, and we
wll be able to drop them fromthe pooling.

And then in Ms. Hoffman's self-affirmed
statenent as Exhibit B, and this includes all of the
standard sub-exhibits and includes as |'ve al ready
spoken about, her resune, |ocator map, subsea
structure map, cross-section map, and a stratigraphic
Cross-section.

(Exhibit B was marked for

I dentification.)

And Ms. Hoffman did not observe any
faulting, pinch-outs, or other geologic inpedinents to
the horizontal drilling of these wells.

And then you will see Exhibit Cis ny
self-affirnmed statenment of notice with the tinely
| etter that went out on May 12, 2023.

(Exhibit C was marked for

I dentification.)
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And Exhibit D, which is the notice of
publication that was tinely published on May 14, 2023.

(Exhibit D was marked for

I dentification.)

And | would ask -- and hopefully it
remai ns the same that there are no additiona
guestions fromthe examners. But | would just ask
that these exhibits and sub-exhibits be taken under
advi senent and this case be taken under advisenent,
23562. And | stand by for any questions. Thank you.

THE HEARI NG OFFI CER: Thank you.

Did any of that raise a question for
you, M. MClure?

MR. MCCLURE: No, Ms. Oth. No
addi ti onal questions were raised after hearing the
addi tional testinony. Thank you.

THE HEARI NG OFFI CER:  Thank you.

Ms. Thonpson?

M5. THOWPSON: No questions.

THE HEARI NG OFFICER: All right. So
now, Ms. Vance, the exhibits are admtted, and the
matter will be taken under advisenent.

(Exhibits A through D were received

I nto evi dence.)

M5. VANCE: Thank you.
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THE HEARI NG OFFI CER: That's 23562.

M5. VANCE: Thank you, Madam Heari ng
Exam ner.

THE HEARI NG OFFI CER:  All right. W
nove now to 23563 and 23564. Strata Production
Conpany is the applicant. These are conpul sory
pooling applications. The well name is Oscar.

Who is here from Montgonery & Andrews
for the applicant?

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

THE HEARI NG OFFI CER:  Thank you.

Let nme ask if there are any other
appear ances. No?

Al right. Please go ahead.

M5. SHAHEEN: Thank you. 1In Case No.
23563, Strata seeks to pool a standard 400-acre unit
conprised of the west half of the northwest quarter of
Section 23 and the west half, west half of Sections 14
and 11, Township 23 South, Range 30 East in Eddy
County.

Strata proposes to drill two
2-and-a-half mle wells, the Gscar Fedcom 1H and the

Oscar Fedcom 11H, in Case No. 23563.

Page 153

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



© 00 N oo o b~ wWw N

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

In Case No. 23564, Strata seeks to pool
anot her standard 400-acre unit conprised of the east
hal f of the northwest quarter of Section 23 and the
east half of the west half of Sections 14 and 11 in
the sanme townshi ps and range in Eddy County.

Again, Strata proposes to drill two
2-and-a-half mle wells, the Gscar 2H and the Oscar
12H. The first and | ast take points and the conpl et ed
intervals will satisfy all setbacks.

There is a |l andman and a geol ogy
affirmation that can be found in Tabs 1 and 2.

(Exhibits 1 and 2 were marked for

I dentification.)

The | andman M. Krakauskas and the
geol ogi st M. Kelley have both testified previously
before the Division and have their credentials
accepted as experts in their respective fields.

Under Tab 3, we have the exhibits for
Case No. 23563, including the checklist, the
application, and the usual exhibits for the |andman
and the usual exhibits for geol ogy.

(Exhibit 3 was marked for

I dentification.)

Under Tab 4, we'll find the exhibits

for the 23564 case, and it has the sane exhibits as
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23563.

(Exhibit 4 was marked for

i dentification.)

It's Exhibit C, you'll find ny
affidavit of notice.

(Exhibit C was marked for

i dentification.)

The only party being pooled here is
Oxy, and Oxy did receive the certified mailing, and we
al so published. So |I believe that Oxy received
sufficient notice.

| note that in the past, Oxy has
informed Strata that it wants to be force pooled, so
It has instructed Strata to go ahead and file
applications to force pool Oxy when it has an
I nterest.

"' m happy to answer any questions that
t hey exam ners may have, but with that, | would ask
that the exhibits be accepted into the record and that
the case is to be taken under advi senent.

THE HEARI NG OFFI CER:  Thank you, Ms.
Shaheen. The exhibits are accepted.

(Exhibits 1-4 and C were received into

evi dence.)

M. MCure, do you have any questions?
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MR. MCCLURE: | have no questions for
ei ther of these cases. Thank you, Ms. Orth.

THE HEARI NG OFFI CER:  Ms. Thonpson?

M5. THOMPSON: | have no questi ons.

THE HEARI NG OFFI CER:  All right.

Thank you very nuch, Ms. Shaheen.

These two matters are taken under advi senent.

M5. SHAHEEN:. Thank you.

THE HEARI NG OFFI CER: Let's nove, then,
to the next two cases, 23565 and 23566, Franklin
Mount ai n Energy 3 conpul sory pooling cases. The nane
of the well is Eagle State. Let's see.

Is that you, M. DeBrine, from Modrall?

MR. DEBRINE: Yes. Good norning, Madam
Exam ner. Earl DeBrine with the Modrall Sperling firm
on behalf of the applicant Franklin Muntain Energy 3,
LLC.

THE HEARI NG OFFI CER:  Thank you.

Let nme ask if there are any ot her
appearances this nmorning. No?

Pl ease go ahead.

MR. DEBRINE: Yes. These are two
separate cases that we asked to be consi dered
together. The Case No. 23565 involves a Wl fcanp

hori zontal spacing unit located in the west half of
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the east half of Sections 3 and 10, Township 19 South,
Range 35 East in Lea County, New Mexico for to be
dedi cated to its proposed Eagle Statecom 703H wel | .

In Case 23566, FME seeks an order from
the Division pooling all commtted mneral interests
in a 320-acre unit conprised of the sanme |ands in the
west hal f, east half of Section 3 and 10, Township 19
Sout h, Range 35 East, in Lea County to be dedicated to
Its proposed Eagle Statecom 303H wel | .

In support of its applications in these
cases, we've submtted the declaration of Don Johnson,
who's a senior |and analyst for FME and al so the
decl arati on of Ben Kessel, who's a geol ogist for FME.
Both of the witnesses have been previously accepted as
a matter of record and credentials as M. Kessel's
petrol eum geol ogi st, M. Johnson as a | and
pr of essi onal .

They have attached several exhibits in
support of their testinmony. |If you |ook at the table
of contents that's at the beginning of the exhibit
package, M. Johnson's exhibits are under Tab B.

(Exhibit B was marked for

I dentification.)

Tab B-2 is a Cl102 for the well. B-3 is

the unit devel opnent overview. B-4 is the summary of
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contacts. B-5is the sanple of the well proposa
| etter. B-6 is the AFE for the wells. And B-7 is M.
Bennett's notice of affidavit.

(Exhi bits B-2 through B-7 were marked

for identification.)

There's only one party that we're
seeking to pool. That's Northern G| and Gas, Inc.
It details the efforts to try and |ocate them W
al so provided publication in the Hobbes newspaper
because the green card canme back with regard to them

And with regard to the exhibits of M.
Kessel, she submts the standard geol ogy exhibits.
Exhibit C1is a locator map, G2 is a well bore
schematic, Exhibit C-3 through C-6 are her geol ogi cal
study that consists of a structure map in C 3,
cross-section reference maps in CG4. C5is a
stratigraphic cross-section nmap.

(Exhibits C1 through C-6 were nmarked

for identification.)

And both of the w tnesses offer the
opi nion, testinony that the applications wll prevent
waste and protect correlative rights. The geol ogi st
exhi bits show that there is no inpedinments to
hori zontal devel opnment through this area.

Each quarter to quarter section wll
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contribute nore or less equally to production. And
that the horizontal spacing unit is justified froma
geol ogi cal standpoint. Also that this is a
north-south orientation, which is appropriate for the
ar ea.

We are al so asking that FME be
desi gnated the operator of the well, requesting
overhead and adm nistrative rates of 9,000 for
drilling, 900 a nonth for producing, which are
conparable to the rates being charged by ot her
operators for wells of this length and depth in this
area of southeastern New Mexi co.

Ask that the anounts be adjusted
pursuant to the COPAS and al so that a 200 percent risk
charge be included in the Division's order.

Wth that, we ask that the testinony
and exhibits of M. Johnson, M. Kessel be admtted,
that they be qualified as experts in their field, and
that the matter be taken under advi senent.

THE HEARI NG OFFICER: All right. Thank
you, M. DeBrine. The exhibits are accepted, and the
preparers of the affidavits are recogni zed as experts.

(Exhibits B and C were received into

evi dence.)

M. MC ure, do you have questions?
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MR. MCCLURE: Yes, Ms. Oth, | do.

M. DeBrine, what are the ownership
status of this Northern G| and Gas, |ncorporated?

MR. DEBRINE: They own | believe a 12
percent interest in the proposed unit. And they just
own an interest in one of the tracts in the spacing
unit for both of the wells. And we were unable to
find them and that's why we published notice. There
was attenpt to | ocate them

The | andman details the efforts he
undertook to try and find a good current infornmation
for them but was unable to contact them

MR. MCCLURE: Okay. Now that | scroll
up again | do see that you have them i ncl uded here.
The reason | mssed it, however, is you have them
listed as being commtted. So is this incorrect,
then? They're not conmtted, and you're wishing to
force pool thent

MR. DEBRI NE: That nust be ny m stake.
They are shown as a commtted working interest owner.

MR. MCCLURE: Well, | nean, your
testinony today is that's not the case. They are not
commtted, and you're wishing to force pool them
Correct?

MR. DEBRI NE: Let me doubl e check on
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that. Okay. |'msorry. As of the date of the
hearing, they still have not signed the JOA. There's
been negotiations. They' ve indicated a desire to sign
t he JOA. So they were contacted, and |'ve been in
contact with Northern.

But at this point, they' ve not signed
the JOA, so we're seeking to pool their interest.

MR. MCCLURE: Okay. Then if they do
sign --

MR. DEBRINE: -- it's showing them as
commtted, we're prepared in anticipation that they
woul d sign the JOA, but that has not happened yet.

MR. MCCLURE: So, | guess, would your
plan then to be to submt us an amended |ist of the
I nterest owners to show that they're not commtted at
this time?

MR. DEBRINE: Yes. We will suppl enment
our exhibits to show the current status of the working
i nterest in the spacing units.

MR. MCCLURE: Okay. Please do so.
Thank you, M. DeBri ne.

Thank you, Ms. Orth. | have no other
guesti ons.

THE HEARI NG OFFI CER:  Thank you.

Ms. Thonpson?
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M5. THOWPSON: | have no questi ons.
Thank you very nuch.

THE HEARI NG OFFI CER: Al l right. Thank
you, M. DeBrine. Matters will be taken under
advi senent with the understandi ng that you'll be
amending the list of commtted interests, so thank you
very nmuch

MR. DEBRI NE: Thank you, Madam
Exam ner.

THE HEARI NG OFFICER: All right. Let's
nove to a set of cases, 23567, 23568, 23569, 23570,
and 23571. Chevron is the applicant in each of these
matters. They're conpul sory pooling applications.
The well name is ZN

And Ms. Vance, | see you from Hol | and
and Hart on behalf of the applicant, | trust?

MS5. VANCE: Yes, Madam Heari ng
Exam ner. And hopefully you can hear ne. Please |et
me know if there's any issues with ny m crophone. But
Paul a Vance with the Santa Fe office of Holland and
Hart on behalf of the applicant Chevron USA, Inc.

THE HEARI NG OFFI CER: All right. Thank
you.

Let me ask if there are other

appearances this norning. No? All right.
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Pl ease go ahead, Ms. Vance.

M5. VANCE: Thank you, Madam Heari ng
Exam ner. And these cases, simlar to the R ddle
cases that | did for Perm an, are kind of in chunks.
So I'lIl present Case No. 23567 first. Then, I'Il nove
to the next two can be presented together. And then
the last two I'l| present together.

So in Case No. 23567, Chevron seeks an
order pooling all uncommtted interest in the upper
Bone Spring pool, and that pool nanme is WC TAC 025 G
TAC 05 S233417N. And that's the upper Bone Spri ng.
And the pool code is 98133. That's underlying a
standard 640-acre nore or |ess horizontal well spacing
unit conprised of the east half of Sections 22 and 27.

And that acreage is in Township 23
Sout h, Range 34 East, Lea County, New Mexico. And
Chevron is seeking to dedicate this spacing unit to
the ZN, which is Zion 2722 Fed Statecom 201H, 202H
and 203H.

This is followed by Ms. Matthew s
self-affirmed statenent. We were not sure which cases
woul d be on the docket first, so we did include her
resume as sub-exhibit A-1.

(Exhibits A and A-1 were nmarked for

I dentification.)
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But 1'll nove on since she has now been
accepted as an expert in her field by the Division.
Sub- Exhi bit A-2 are the Cl102s.

(Exhi bit A-2 was marked for

I dentification.)

And | will note that the 202H is the
proximty well utilizing proximty tracts, allow ng
for the enlarged spacing unit. And also in all of
t hese cases, the first take point is at a nonstandard
| ocation. And we will be filing admnistrative
applications for approval of those NSLs.

Sub- Exhibit A-3 is the land tract nmap
and ownership schedule that lists out the parties we
are pooling. They're highlighted in yellow.

(Exhibit A-3 was narked for

i dentification.)

A-4 is a sanple well proposal letter
with AFEs.

(Exhibit A-4 was nmarked for

i dentification.)

And A-5 is a chronol ogy of contacts
with the uncomm tted working interest owners.

(Exhibit A-5 was marked for

i dentification.)

This is foll owed by Ms. Hoffman's
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self-affirmed statenment, which is Exhibit B.

(Exhibit B was marked for

i dentification.)

It includes sub-exhibits again B-1, we
I ncl uded her resune; B-2, a |locator map; B-3, a subsea
structure map; B-4, a cross-section map; and B-5, a
stratigraphic cross-section.

(Exhi bits B-1 through B-5 were marked

for identification.)

In this case, Ms. Hoffman did not
observe any faulting, pinch-outs, or other geol ogic
| npedi ments to the horizontal drilling of these wells.

Lastly is Exhibit C, which is a
self-affirmed statenent of notice fromnyself. And
this includes a sanple of the notice letter that went
out and that was tinely nailed on May 12, 2023.

(Exhibit C was marked for

I dentification.)

And Exhibit D, which is an affidavit of
noti ce of publication, which was tinmely published on
May 12, 2023.

(Exhibit D was marked for

I dentification.)

And |' m happy to answer any questions

about this case, but | can also nove on to the next
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case if there are no specific questions in this case
and woul d ask that all exhibits and sub-exhibits be
admtted into the record.

THE HEARI NG OFFI CER:  AlI'l right.

M. MC ure, any questions?

MR. MCCLURE: For Case 23567, | don't
have any questions. Thank you, Ms. Orth.

THE HEARI NG OFFI CER:  All right. Thank

you.

Ms. Thonpson?

M5. THOWSON: She addressed ny one
questi on.

THE HEARI NG OFFI CER:  All right. Thank
you.

Go ahead, Ms. Vance. That 23567 wl|
be taken under advisenment. | understand you're next

going to address 68 and 697

(Exhibits A through D were received

I nto evi dence.)

M5. VANCE: That's correct, Ms. Hearing
Exam ner. So in Case No. 23568 and 23569, Chevron is
seeking to pool all the uncommtted interests in the
| ower Bone Spring formation. And the pool is the
Ant el ope Ri dge Bone Spring West. And the pool code is

98133. Again, in the sane acreage, all in Township 23
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Sout h, Range 34 East, Lea County, New Mexi co.

I n Case No. 23568, Chevron is seeking
to pool a standard 320-acre nore or |ess horizontal
well spacing unit. And that's conprised of the west
hal f of the east half of Sections 22 and 27 and seeks
to dedicate this spacing unit to the proposed Zion
2722 Fed Statecom for 1H.

And t hen under Case No. 23569, Chevron
seeks to pool a standard 320-acre nore or |ess
hori zontal well spacing unit conprised of the east
hal f, east half of Sections 22 and 27 and initially
dedicate this spacing unit to the Zion 2722 Fed
St at ecom 402H wel | .

And | will say it's all simlar
exhibits. So |I'm happy to wal k through those. But
essentially, we have the sane exact exhibit packet as
we provided in the previous case. So we've got the
Cl02s, again, a resune, Cl02s, land tract map and
ownershi p schedule, a sanple of the well proposal and
AFEs, and chronol ogy of contacts.

And that's all Ms. Matthew s exhibits.
And al so includes a copy of her self-affirmed
statenent as Exhibit A

(Exhibit A was marked for

i dentification.)
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And that's followed by Ms. Hoffman's
self-affirmed statenent, which is Exhibit B, and her
suite of geol ogy exhibits, which includes her resune,
but then the |ocator map, subsea structure map,
cross-section map, and stratigraphic cross-section.

(Exhibit B was marked for

I dentification.)

And in these set of cases, M. Hoffman
did not observe any faulting, pinch-outs, or other
geol ogi ¢ inpedinments to the horizontal drilling of
t hese wells.

And then lastly is Exhibit C a
self-affirnmed statenment of notice with the sanple
| etters that were tinely mailed on May 12, 2023, and
that's Exhibit C

(Exhibit C was marked for

i dentification.)

And then Exhibit Dis a copy of the
affidavit of notice of publication, which was tinely
publ i shed on May 12, 2023.

(Exhibit D was marked for

I dentification.)

And unl ess there are any questions, |
woul d ask that all exhibits and sub-exhibits in these

two cases be admtted into the record. And i f there
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are any questions, | am happy to take those at this
time before | nove on to the |ast two cases.

THE HEARI NG OFFI CER: Thank you, Ms.
Vance.

M. MC ure, do you have questions on
23568 or 69?

MR. MCCLURE: Yes, | do, Ms. Orth.

Ms. Vance, was our district geol ogi st
consul ted regarding the pools that you're wishing to
pool here?

MS. VANCE: That's correct. And |I'm
happy to pull up the email, but we went back and forth
on that because, you know, obviously there's two pools
for the Bone Spring. And that was a little curious to

us. But we did confirmwth the district geol ogist.

If you'll give ne one second. | think it was Paul.
But --

MR. MCCLURE: That's correct. It would
be --

MS. VANCE: Yeabh.

MR. MCCLURE: -- Paul Kautz.

M5. VANCE: So we did get confirmation
fromPaul that it is these two pools and that's
essentially why we've separated out the, you know,

presented these two specifically separate fromthe

Page 169

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



© 00 N oo o b~ wWw N

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

first cases or the first case.

MR. MCCLURE: Okay. Very good. | was
going to say, | was just a little confused | guess
because typically speaking, the nonenclature of the
pool name would say | ower Bone Spring rather than just
Bone Spring if it was only including fromthe base of
the Aval on Shale to the top of the Wl fcanp.

But if M. Kautz had confirnmed that to
you, then that's plenty fine. The only other thing I
guess | would point out to you is it |looks like we're
going to need a new adm n checklist with that pool
code corrected. Your Cl02 has the correct pool code
for that pool, that being 22-zil-09.

But your adm n checklist, you had
accidental ly included the pool code for the upper Bone
Spring pool .

M5. VANCE: No. That's -- |I'm | ooking
at it right now So if you go to Case 23567, that has
t he upper Bone Spring pool. And then for Case No.
23568 and 23569, it has the | ower Bone Spring pool,
and it has that Antel ope Ri dge Bone Spring West 98133.

l"mlooking at it. | can double check
when it got filed, but the ones that |I had filed, they
have the correct pool name and code in there.

I f you can doubl e check that because --
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and | was going to say, and | believe I

said this

correctly when | was presenting -- but in Case No.

23567, again, that's the upper Bone Spring pool. And

| provided the WC TAC 025G TAC 05 S233417N upper Bone

Spring, and the pool code was 98133.

Oh, | see what you're saying. Was it

t he pool code nunber? | apol ogize.

MR. MCCLURE: Yes. That's correct, Ms.

Vance. It's the --

MS. VANCE: | apol ogi ze.

MR. MCCLURE: It's not the pool nane.

It's the pool code.

M5. VANCE: CGot it. | apol ogize.

That's ny fault there. | thought | got that changed.

Let me doubl e check that very quickly.

mean - -

MR. MCCLURE: Yeah. If you | ook at

your Cl102s, they have the correct pool code and full

name on them

M5. VANCE: M apologies, and | --
22099. Yes. | apologize for that. That's a sinple
correction, and I'Il get that filed.

MR. MCCLURE: All right. Thank you,
Ms. Vance.

Thank you, Ms. Orth. | have no further
questions for these two cases.
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THE HEARI NG OFFI CER:  Thank you, M.
McCloure.

Ms. Thonmpson?

M5. THOMPSON:. Yeah, Ms. Vance, | just
want to verify with these two cases as well that you
will also be filing a NSL application for the wells.

M5. VANCE: |I'msorry. | didn't quite
catch you, Ms. Thonpson. Can you repeat that?

M5. THOMPSON: Okay. |'m assum ng that
for this well, as well, that you'll be filing an NSL
appl i cation?

MS. VANCE: Yes. For both of these,
we're filing an NSL.

M5. THOWPSON: Okay. So then, yeah, |
don't have any other questions. Thank you very nuch.

THE HEARI NG OFFI CER: Ckay. Thank you,
Ms. Thonpson.

So on these two cases, Ms. Vance, this
is 23568 and 69, your exhibit are accepted, and
they' |l be taken under advi senment with the
understanding that you'll be filing a corrected wel
pool i ng code.

(Exhibits A through D were received

I nto evi dence.)

MS. VANCE: That's correct. [ 11
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correct that in both the checklists so that it's got
that 2209 for these particular cases. | apol ogize.

Sorry, M. McClure, | didn't get quite
catch that.

THE HEARI NG OFFI CER: Thank you. So
let's nove then to 23570 and 23571. Go ahead, Ms.
Vance.

M5. VANCE: Okay. Sorry. Just need to
orient myself.

So agai n, under these consolidated
cases, Chevron seeks to pool all uncommtted interests
in the Wol fcanp formation. And the pool nanme in this
Is WC TAC 025G TAC 06 S233423N. And that's Wl f canp,
and the pool code is 98242. Again, underlying acreage
all in Township 23 South, Range 34 East, Lea County,
New Mexi co.

And in Case No. 23570, Chevron seeks to
pool a standard 320-acre nore or |ess horizontal wel
spacing unit. And that's conprised of the west half
of the east half of Sections 27 and 22 and initially
dedi cate this spacing unit to the proposed Zion 2722
Fed Statecom 601H

And then in Case No. 23571, Chevron
seeks to pool a standard 320-acre nore or |ess

hori zontal well spacing unit, and that's conprised of
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t he east half, east half of Sections 22 and 27 and
initially dedicate this spacing unit to the Zion 2722
Fed Statecom 602H wel | .

Agai n, the sane standard suite of
exhibits and statenments, both from Ms. Matthews and
Ms. Hoffrman. We have Ms. Matthews' resume, the Cl102s.
W will be filing NSL applications for these wells.
And the land tract map and ownership schedule, the
sanpl e well proposal and AFE, and the chronol ogy of
contacts.

(Exhibit A was marked for

I dentification.)

And then Ms. Hoffman's statenent, which
al so includes her resune, the | ocator map, subsea
structure map, cross-section map, and stratigraphic
Cross-section.

(Exhibit B was marked for

I dentification.)

In these cases, Ms. Hoffman did not
observe any faulting, pinch-outs, or other geol ogic
| npedi nents to the horizontal drilling of these wells.

And then lastly is Exhibit C a
self-affirmed statenent of notice with sanple letters
that were tinely mailed on May 12, 2023.

/1
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(Exhibit C was marked for

i dentification.)

And the Exhibit D, which is the notice
of publication that was tinely published on May 12,
2023.

(Exhibit D was marked for

i dentification.)

And hopefully there are no questions
and | got ny checklist correct. And | would ask that
t hese exhi bits and sub-exhibits be admtted into the
record and taken under advisenent. But | stand by for
any questions fromthe exam ners.

THE HEARI NG OFFI CER:  Thank you, Ms.
Vance.

M. MCure, do you have questions?

MR. MCCLURE: Ms. Oth, | do not have
any questions for either of these two cases. Thank
you.

THE HEARI NG OFFI CER: Thank you.

Ms. Thonmpson?

M5. THOWSON: | have no questi ons.

THE HEARI NG OFFI CER: All right. Thank
you, Ms. Thonpson.

And Ms. Vance, your exhibits are

accepted along with the sub-exhibits, and these two
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cases are taken under advi senment.

(Exhibits A through D were received

I nto evi dence.)

M5. VANCE: Thank you very nuch. Have
a wonderful afternoon, everyone.

THE HEARI NG OFFI CER:  Thank you.

Let me call again on M. Bruce. |
understand he has rejoined us. W have a couple of
affidavit cases, and then the contested hearing.

M. Bruce? M. Bruce?

MR. BRUCE: | amhere. | amhere. |
apol ogi ze. Right after | put on ny prior case, ny
phone term nated the call all onits own. So if it
happens again, I'll call in again, but maybe |I'm
begi nning to think nmy phone was once owned by Arnol d
Schwar zenegger. So - -

THE HEARI NG OFFI CER: Okay. So let ne
call the affidavit cases first.

23544, 23545, 23546, and 23547. The
applicant in each of these cases is Mewbourne G|,
four conpul sory pooling applications and one to anend
an order. The nanme of the well is Deep Elum[ph].

And M. Bruce, you're here for
Mewbour ne?

MR. BRUCE: That is correct.

Page 176

Veritext Lega Solutions

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




© 00 N oo o b~ wWw N

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

THE HEARI NG OFFI CER: Let ne ask if
there are any other appearance this norning. No? All
right.

I f you would, please, M. Bruce.

MR. BRUCE: Yes. But before | begin,
and |'ve been in contact with Ms. Hardy about this,

t hese cases are going to run us up pretty close to
noon, and then we have a contested case.

And Dana and | just both want to ask
your preference because by the tine these cases are
done, it'll probably be about five to noon. Do you
desire a lunch break and then start at one o' clock or
so? We're at your pleasure.

THE HEARI NG OFFI CER: | think we wll
need a break as we approach noon since our |ast break
ended a few mnutes after 10 aam M plan was to ask
you for your presentation on these affidavit cases and
then talk with you and Ms. Hardy and the techni cal
exam ners about how |l ong a lunch break you'd I|ike.

MR. BRUCE: And since it's raised,
Dana, | said it's at your pleasure, but probably an
hour or so? You know, up to one o'clock or maybe
1:157

M5. HARDY: | think that would be fine.

THE HEARI NG OFFI CER: AIl right. Thank
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you. G eat.

Techni cal Exam ners, any objection
t here?

MR. MCCLURE: No. WAs that that we
were doing these four cases, though, first. Correct?

THE HEARI NG OFFI CER:  Yeah. | hope we
can do the four affidavit cases and then just cone
back fromthe contested hearing.

MR. MCCLURE: Yeah. | was going to say
that plan sounds right to ne, but I don't know what
the -- 1'"mgood for whatever you want to do, Ms. Oth.

THE HEARI NG OFFI CER: Al right. M.
Thonpson, anyt hi ng?

M5. THOWPSON: -- fine with that.

THE HEARI NG OFFI CER:  Sorry. | didn't
hear you.

M5. THOMPSON: Yeah. That plan sounds
good.

THE HEARI NG OFFICER: All right. So
M. Bruce, if you would, please present your affidavit
cases, and then we'll break for lunch and conme back
for the contested hearing.

MR. BRUCE: Okay. Madam Exam ner, in
this --

THE HEARI NG OFFI CER: M. Bruce, |I'm
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sorry.

You're very soft.
MR. BRUCE: Okay.
THE HEARI NG OFFI CER: Can you speak up?
MR. BRUCE: |Is this better?
THE HEARING OFFICER: A little bit.
MR. BRUCE: Now?
THE HEARI NG OFFI CER: Oh, that's

better.

Can you hear, M. MC ure?
MR. MCCLURE: Yes. Yes. | can hear

M. Bruce, Ms. Oth.

Br uce.

THE HEARI NG OFFI CER: Go ahead, M.

MR. BRUCE: Ckay. In this group of

four cases, Mewbourne seeks collectively to force pool

all of Section 25 and the east half of Section 26 of

18 South, 31 East, for purposes of drilling Bone

Spring wells. The Case 544 was previously there was a

previ ous application. Case 22841 that was presented

at least at the tinme | filed these applications I

don't

whi ch

know i f an order had issued.
But we'd seek to reopen that case,

concerns the north half, north half of 25, and

the north half, northeast of 26 to force pool for two

wel | s,

Deep Elum [ph] 511H and 611H

Page 179

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



© 00 N oo o b~ wWw N

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

And | amled to understand that sone
state agencies are involved in renam ng these wells or
renunbering these wells. These wells are second Bone
Spring and third Bone Spring wells. And | w ]l
mention each case separately, and then | will just in
general discuss all of them because the applications
and the exhibits are pretty simlar.

I n Case 23545, Mewbourne seeks to pool
the south half, north half of 25 and the south half,
northeast of 26. And in Case 546, it seeks to pool
the north half, south half of 25 and the north half,
sout heast quarter of 26. And then the final remaining
well unit is in the south half, south half of the
sections.

I n each package, there's Exhibit 1,
which is the application, proposed notices.

(Exhibit 1 was marked for

I dentification.)

Exhibit 2 is the | andman affidavit,

Ari ana Rodri guez, who has previously been qualified as
an expert petroleum | andman by the Division.

(Exhibit 2 was marked for

I dentification.)

And she tal ks about the wells and the

well units being drilled. In this case, it's to
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reopen Case 22841 for conpul sory pooling. There is no
depth severance. Again, they are second and third
Bone Springs wells. There's no depth severance in the
Bone Spring formation.

There are only three parties being
pool ed, all of whomreceived notice. The |Iandman's
affidavit contains the sanple of the proposal letter.
Attachnent Dis the AFEs for the wells, which are
stated to be fair and reasonabl e.

(Exhibit 2-D was marked for

i dentification.)

Mewbour ne requests overhead and
adm nistrative rates of 9,000 a nonth for a drilling
well and $900 a nonth for a producing well, which are
stated to be fair and reasonable. And these are the
rates that were proposed in the JOA. They're
requesting cost plus 200 percent risk charge.

It al so contains Cl102s for the wells.
Attachnment B to the |andman's affidavit shows the
tracts involved, the interest owners invol ved, and
their percentage interests.

(Exhibit 2-B was marked for

I dentification.)

Attachnment C contains a sunmary of the

comuni cations with both Chevron USA, |Inc., and
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Occidental Perm an Limted' s partnership, which are
the only two parties being pooled in all of these
cases.

(Exhi bit 2-C was marked for

I dentification.)

There is an affidavit of the geol ogi st
-- | should say attachnment D is the AFEs for the
wells, which are stated to be fair and reasonabl e.

Exhibit 3 is the geologist's affidavit,
Charl es Crosby, who has testified many tinmes before
t he divi sion.

(Exhibit 3 was marked for

I dentification.)

And he gives evidence, structure maps,
and cross-sections on both the second Bone Spring and
the third Bone Spring. Even though his affidavit
refers to Case 23544, the geologist's affidavits
submtted in the remaining cases are virtually
i denti cal .

And it shows that the second and third
Springs zones are continuous across the well units and
as relatively uniformthickness. Each quarter,
gquarter section well or unit will contribute nore or
| ess equally to production, and there's no geol ogi cal

| npediment to drilling these wells.
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Exhibit 4 is ny affidavit of notice.
(Exhibit 4 was marked for
i dentification.)

This is commpn to all four wells. The

only party -- there were three parties pool ed
originally, Chevron, ConocoPhillips, and QOccidental.
ConocoPhillips has joined in the wells, so only

Chevron and COccidental are being pool ed, but they all
recei ved noti ce.

Exhibit 5 is the affidavit of
publication, which is really superfluous since
everybody did receive a green card.

(Exhibit 5 was marked for

I dentification.)

And Exhibit 6 is the pooling checkli st.

(Exhibit 6 was marked for

I dentification.)

Agai n, each affidavit is pretty
simlar. |In Case 23545, Mewbourne seeks to reopen
Case 22842 for conpul sory pooling for the sane
pur poses that |'ve just discussed with respect to the
other well unit. The exhibits are virtually the sane
ot her than of course the Cl02s and the statenents of
ownership and the pooling checklists.

Case 23546 concerns the north hal f,
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south half of 25, north half, southeast of Section 26.
Case 23547 concerns the south half, south half of 25
and the south half, southeast of 26. Again, the
exhibits are virtually identical to the matter |

di scussed in nore detail for the first case.

There are two things | would note that
again notice is conplete as to all of the parties via
certified mail and the affidavit of publication. But
t he Cases 546 and 547, the affidavits are omtting two
things. | need to submt the Cl02s for the wells,
whi ch were not ready as of the date | filed the
exhi bit packages.

And al so the horizontal drilling plans
were not available, so | plan to submt those two
i tems subsequently to conplete the record on these two
cases.

Then | did submt additional matters.
This was done yesterday. |In the first three cases,
there were errors.

There were typos in the Exhibit 6
pool i ng checklist concerning the Bone Springs zones
bei ng pooled, and so | submtted replacenent Exhibits
6 in cases 544, 545, and 546, and al so submtted the
certified notice spreadsheet, which is pretty short

since only two interest owners were being pool ed.
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I n Case 23547, the original pooling
checklist was correct, so | just submtted Exhibit 7,
the certified notice spreadsheet.

(Exhibit 7 was marked for

I dentification.)

And so as a result, | would request the
adm ssion of Exhibits 1 through 7 in each case,
subject to providing Cl02s as to the south half wells
and horizontal drilling plans as to the south half
wel | s and ask that the matters be taken under
advi senent .

THE HEARI NG OFFI CER: Thank you, M.

Bruce.

M. MCure, do you have questions?

MR. MCCLURE: Yes. Yes, Ms. Oth, |
do.

M. Bruce, for Case 23545, the one
where we're anmendi ng Order R2227-zil, it looks like in

the initial case, we pooled Chevron only. So
essentially what we're adding to that is Oxy is the
only addition to that is we're now pooling Oxy. |Is
that correct?

MR. BRUCE: That is correct. That is
correct.

MR. MCCLURE: Okay. And now, you
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brought it up, but I think I m ssed your explanation.
Coul d you describe what the story is, | guess, of
ConocoPhi Il l'i ps on that case again pl ease?

MR. BRUCE: Sinply we notified of them
pool i ng because they had not signed a JOA as of the
date |I filed the application.

But as you can see fromthe | andnman's
affidavit, Exhibit 2-B in each package, that they have
signed a JOA, and therefore -- | don't know what page
it is on the exhibit package, but it's Exhibit 2-B

showi ng the parties in red who are bei ng pool ed who do

not i nclude ConocoPhilli ps.

MR. MCCLURE: Yep. | absolutely did
see that. | guess ny question, though, so is
ConocoPhillips, they have a listing here for at |east
three different -- or | guess it's two different

tracts here. It says Mewbourne O | and Conpany, et
cetera al, | guess, or et al.

I s ConocoPhillips a part of that et
al., | guess?

MR. BRUCE: Yes.

MR. MCCLURE: Okay.

MR. BRUCE: And there are other parties
i nvol ved that got to join in. So rather than listing

them all and confusing things, they just put the "et
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al .

MR. MCCLURE: Okay. And then I'm
assum ng ConocoPhillips nust have -- or intends to
sign the JOA for all four of these cases, then. S

that correct? O did they only own an interest in --

MR. BRUCE: No --

MR. MCCLURE: ~-- south half of the
north half --

MR. BRUCE: They owned an interest in
all of these cases. They own an interest in all of
t he cases.

MR. MCCLURE: Okay. So for all of
t hese cases, they're essentially included in this "et
al." | guess. Right?

MR. BRUCE: Correct.

MR. MCCLURE: Okay. And | guess |

don't know for sure what M. Garcia's and M.

Thonpson's thoughts are on including "et al." versus
listing out -- well, so I'll leave that to their
discretion. | don't know what our thought process is

on that. But that there was all ny questions. Thank
you, M. Bruce.

Thank you, Ms. Orth.

THE HEARI NG OFFI CER: Thank you.

MR. BRUCE: And --
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THE HEARI NG OFFI CER:  Ms. Thonpson?
Oh. Yes, M. Bruce?

MR. BRUCE: Yes.

THE HEARI NG OFFI CER: Ch, did you

have - -

MR. BRUCE: Oh, | --

THE HEARI NG OFFI CER: -- sonething to
add?

MR. BRUCE:. | was just going to respond

to M. McClure and say that if the Division requests a
list of all interest owners regardl ess of whether or
not they're being pooled, | will so informny client.

THE HEARI NG OFFI CER: AIl right. Thank
you.

M. MCure, is that what you're
aski ng?

MR. MCCLURE: And | don't know for sure
what the Division's been requiring here. So |'m not
maki ng any request for additional information at this
time but just stating that either M. Garcia w |
reach out or Ms. Thonpson wants to weigh in on it at
this point. I'mnot quite sure.

THE HEARI NG OFFI CER: All right. Thank
you.

Ms. Thonpson?
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MS. THOWSON: -- the --

THE HEARI NG OFFICER: | can't hear you.
' m sorry.

M5. THOMPSON: |I'msorry. | believe we
only need the pooled interest owners required.
However, if | do require all interest owners, | wll
reach out to M. Bruce.

Movi ng forward, | do have sone ot her
questions regarding the cases. |In Cases 23544 and
23545, simlar to providing your Cl02s, there are
quite a bit of information m ssing on the Cl02s on
t hose two cases, such as the pool, pool code,
dedi cated acreage, and type of well, as well as the
first and | ast take points within the well.

If you could submt a revised Cl102 for
both those cases, |'d appreciate it.

MR. BRUCE: Yeah. The ones w thout the
Cl02s are -- yeah. | want to nmake sure |'ve got the
ri ght ones.

M5. THOMWPSON: Right. So the ones that
do not have the Cl02s are Cases 235 --

MR. BRUCE: Yeah. The --

MS. THOMPSON: -- 47.

MR. BRUCE: It's, yeah, 546 and 547,

t he C102s were not ready. | have informed ny client |
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need them ASAP - -

M5. THOWPSON: Ri ght.

MR. BRUCE: -- and -- the rest of the
dat a.

M5. THOMPSON: Right. And then so in
Cases 23544 and 45, |'m asking for a revised Cl02s to
correct the mssing information that is on them which

Is the full name, pool code, dedicated acreage, type

of well, and then first and | ast take points.

MR. BRUCE: Oh, | see. | thought --

MS. THOWPSON: -- understand --

MR BRUCE: | will do that. | wll do
that. | don't know why | m ssed that on these since |
have it in the pooling checklist, but I will submt
new ones.

MS. THOWPSON: Awesone. And that's the
only questions that | have at the nonent. So thank
you.

THE HEARI NG OFFI CER:  Al'l right. Thank
you, Ms. Thonpson.

So M. Bruce, with the understanding

that you'll be submtting Cl02s and | believe there
was sone horizontal well drilling plans, your exhibits
are accepted and the matter will be take under

advi sement .
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(Exhibits 1 through 7 were received

I nto evi dence.)

MR. BRUCE: Thank you.

THE HEARING OFFICER: So it 1s noon.
We do have a contested hearing, and we will reconvene
at 1:15 to begin that contested hearing. Thank you
all very much. We're on |unch.

(OFf the record.)

THE HEARI NG OFFICER: This is Felicia
Orth, the hearing exam ner of the Conservation
Di vi sion, to conduct hearings today. W have nade our
way through the rest of the docket and have just one
case left. That's 23426, a contested hearing. So we
will begin with that. The applicant is represented by
Ms. Hardy. Let's see.

Ms. Hardy?

M5. HARDY: Yes. (Good afternoon, Madam
Exam ner.

THE HEARI NG OFFI CER: And t he opponent
is represented by M. Bruce.

Do we have M. Bruce?

MR. BRUCE: Yes. |'m here.

THE HEARI NG OFFI CER: All right. Thank
you.

If you would then, | saw that there
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were three witnesses for the applicant, two w tnesses
for the opponent. Is there any reason not to |eap
into the presentation of evidence?

MS. HARDY: | think that's fine, Madam
Exam ner. | can give a brief opening if that would be
hel pful for the Division.

THE HEARI NG OFFI CER: Certainly.

Pl ease go ahead.

M5. HARDY: Okay. |In this case, BTA
seeks an order rescinding approval of applications for
permts to drill that were submtted by Texas Standard
Operating for the State 916 No. 1H, 2H, 3H, and 4H
wells. The Texas Standard wells are |ocated in the
west half of Section 16 and the sout hwest quarter of
Section 9, Township 17 South, Range 36 East.

And they traverse the north half of the
nort hwest quarter of Section 21, Township 17 South,
Range 36 East, which is included in BTA's Vindicator
Canyon state exploratory unit. That unit consists of
over 7,000 acres of state land in Lea County.

BTA 3 witnesses w il explain Texas
St andard's proposed well locations interfere with
BTA's ability to efficiently develop the unit and
thereby violate BTA's correlative rights and result in

wast e.
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There are two primary issues with
respect to the interference. One is that there is
significant surface interference. Texas Standard's
wel | pads are | ocated around 300 feet fromthe well
pads for BTA's vertical Turner wells. The Texas
Standard wel| pads are |ocated on top of BTA's
sal twat er di sposal |ine.

They are on top of a well access road
and al so a gas gathering pipeline. And this
I nterference does not even include the additiona
surface facilities that will be required to serve
Texas Standard's wells.

The second nmmj or issue with respect to
interference is collision risk. There is a
significant and major risk of collision. Texas
Standard's anticollision reports do not include BTA s
vertical wells, which again are | ocated about 300 feet
away from Texas Standard wells.

Texas Standard's docunentation is
I naccurate and inconsistent. The APDs show t he
vertical offset between the BTA and Texas Standard
wells is only about 30 feet rather than the 400 feet
cl ai mred by Texas Standard. The wells are so cl ose
that Texas Standard will have to tenporarily plug its

wells while BTA is fracking.
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Texas Standard's wells al so pose a risk
to BTA's unitized formation. Texas Standard uses a
three-string casing design instead of four, and Texas
Standard is drilling through BTA's unitized interval
to reach its acreage to the north.

Al of this interference and risk woul d
be avoided if Texas Standard would | ocate its wells on
its | ease instead of on BTA's unit. There are no
conflicting surface facilities in the south half of
t he sout hwest quarter of Section 16, and Texas
St andard coul d back-build to produce its acreage to
t he 100-f oot setback.

I n addi tion, Texas Standard does not
have the right to drill its wells because there is not
a valid state | ease for the southwest quarter of
Section 9, which is included in Texas Standard's
spacing unit. That | ease has been term nated by the
state land office.

Texas Standard's APDs al so do not match
with the requirenents of the pooling order that Texas
Standard obtained for its unit. And that is Order No.
R22435.

So overall, the significant risk and
i nterference posed by the Texas Standard wells

violates BTA's correlative rights because it
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interferes with BTA's ability to efficiently devel op
its unit for the benefit of the interest owners and
the state. So thank you. That's all | have.

THE HEARI NG OFFI CER: Thank you, Ms.
Har dy.

M. Bruce, do you have an opening
st at enment ?

MR. BRUCE:. Oh, very briefly. | wasn't
going to, but to respond to Ms. Hardy. First of all
Texas Standard needs to have surface |locations in
Section 21 to maxim ze the lateral length of its
wells. The wells are in Sections 9 and 16. |t cannot
drill further north into Section 9 because of a fault
in the north half of Section 9.

Second of all, BTA nmassively overstates
the interference between the wells. There is no
significant risk of collision. Qur engineer who's
been doing this for going on 40 years will discuss
this in further detail.

Furthernore, there is 400 feet of
vertical difference between the zones being tested by
the wells. | would also note that under its drilling
plan, the only two wells that BTA is going to drill
this well conme fromsouth to north.

And those wells will be under the
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wel | bores -- be severely underneath the well bores that
are going to be drilled by Texas Standard. And it
t horoughly intends to drill those wells this year.
The technology is there to avoid the risk between
wel | s.

Yes, the state |land office sought to
termnate the | ease. Texas Standard has been in

di scussions with the state | and offi ce. But even if

that lease is termnated, it will be put up for
nom nation for sale, and there will be a new | ease
| ssued.

And at that point, Texas Standard can
seek whether it buys the | ease or another party does,
it can get approvals to drill the wells. And insofar
as the pooling order goes, that state |ease that BTA
says is term nated, that was acquired by Texas
St andar d.

So there is really no reason anynore
for the pooling order so it can place its wells on its
acreage wherever it wants, can place the verticals
wherever it wants. And so |like | said, the main thing
here, they're claimng surface interference. There is
none.

And any risks insofar as drilling of

the wells are mnimal. The two wells they're
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basi cal |y conpl ai ni ng about are their Vindicator units
317H and 318H. Those wells are not on the drilling
programfor this year. So by the time those wells are
drilled, presumably maybe next year, Texas Standard's
wells wll be drilled.

They wi Il know exactly where those
wel | bores are, and the technology is there to avoid
those wells. So in short, this application should be
deni ed. Thank you.

THE HEARI NG OFFI CER:  Thank you, M.
Bruce.

Ms. Hardy, if you would please
I ntroduce your first w tness.

MS. HARDY: Thank you. BTA's first
Wi tness is Al ex Beal.

THE HEARI NG OFFI CER: Okay. M. Beal ?

MR. BEAL: Can you hear ne?

THE HEARI NG OFFI CER:  Yes.

VWHEREUPOQN,

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

THE HEARI NG OFFI CER: Thank you.

Pl ease go ahead, Ms. Hardy.
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M5. HARDY: Thank you.
DI RECT EXAM NATI ON
BY MS. HARDY:
Q M. Beal, can you please state your ful
name for the record?
A Lanf ord Al exander Beal .
Q By whom are you enpl oyed and in what
capacity?
A BTA G| Producers as a |andman and the
surface | and nmanager.
Q Have you previously testified before the O
Conservation Division?
A No.
Q Can you please briefly sunmarize your
gual i fications and experience?
A |'ve been a | andman for seven years, five of
whi ch have been at surface | and.
Q And have you provided a copy of your resune?
A Yes. It's in Exhibit A-1.
(BTA Exhibit A-1 was marked for
I dentification.)
M5. HARDY: Madam Exam ner, | request
that M. Beal be recognized as an expert in petrol eum
| and matters.

MR. BRUCE: No objection.
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THE HEARI NG OFFI CER:  Thank you, M.
Bruce.
He is so recogni zed.
MS. HARDY: Thank you.
BY MS. HARDY:
Q M. Beal, what is BTA requesting in this
case?
A We are requesting an order to rescind the
APDs issued to Texas Standard for their State 916 1H
t hrough 4H wel | s.
Q Why is BTA making that request?
A Because the proposed well |ocations
interfered wiwth BTA's ability to devel op the
Vi ndi cator State Canyon unit and therefore violate
BTA's correlative rights. Also, they don't have the
| ease in the north part of their unit. The state
| ease is not valid.
Q Can you please identify the docunent that's
been marked as BTA Exhibit A?
(BTA Exhibit A was marked for
I dentification.)
A That's ny affidavit in this case.
Q Are the statenents in your affidavit true
and correct?

A Yes.
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Q Can you please identify BTA Exhibit A-2?
(BTA Exhibit A-2 was marked for
i dentification.)
A It is a copy of BTA's application in this
case.
Q And does the application correctly sunmarize
BTA's position?
A Yes.
Q Let's tal k about the Vindicator Canyon
exploratory unit. Can you please identify Exhibit BTA

A- 37
(BTA Exhibit A-3 was marked for
I dentification.)
A It is the order approving the Vindicator
uni t.
Q When was that order issued?

A January of 2021.

Q How many acres were initially included in
the unit?
A 6, 000.

Q Can you please identify BTA Exhibit A-4?
(BTA Exhibit A-4 was marked for
I dentification.)

A It is the order approving an expansion of

the Vindicator unit from 6,000 acres to 6, 960 acres.
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Q And can you please identify BTA Exhibit A-5?
(BTA Exhibit A-5 was marked for
i dentification.)

A A copy of the order approving an expansi on

of the Vindicator unit from6, 960 acres to 7200 acres.

Q And how many acres does the unit currently
I ncl ude?

A 7200.

Q Is the specific acreage identified in your

affidavit?
A Yes. It's in Paragraph 5 of the affidavit.
Q And |'"mgoing to try to share ny screen
here, so we can actually | ook at sone of these
exhibits since that m ght be hel pful. Just get there
real quick. Can you see ny screen?
A | can't.
THE HEARI NG OFFI CER:  No.
M5. HARDY: You can't? You can't see

MR. BEAL: No.
M5. HARDY: Let ne see here. [|I'm
trying to share it. Let ne hit --
THE HEARI NG OFFI CER: There we go.
M5. HARDY: Ckay.
/1
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BY MS. HARDY:

Q Okay. |I'mglad that worked. Okay. Have

you provi ded

A Yes.

Q Okay. Let me just get there. Sorry. It's

a map of the Vindicator unit acreage?

It'd be Exhibit A-10.

(BTA Exhibit A-10 was marked for

I dentification.)

just taking a second. Okay. Here we go.

a map of the Vindicator state unit?

A Yes.
Q Okay. Okay. And what is the unitized

formati on?
A It

specifically

Q Okay. When did BTA assune operatorship of
the unit?
A Oct ober of 2022.

Q Okay.

I ssued fi nal

A Yes.

Q Has BTA submitted its plan of devel opnent to

t he New Mexi c

A Yes.

s the canyon formation. More

bet ween 11-678 to 12-202.

approval of the unit expansion?

(BTA Exhibit A-6 was marked

I dentification.)

o State Land O fice?

It's a yearly plan, and we

The blue outline is the unit.

Has the New Mexico State Land Office

And that can be seen in Exhibit A-6.

And is this

for

have
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subm tted this year's devel opnent pl an.

Q Okay. Let nme get to that. Can you briefly
descri be BTA's devel opnent plan for the acreage?

A We intend to conplete nunmerous wells
I ncl udi ng the Vindicator 317 and 318H. Their surface
holes will be the in the north half of the northwest
gquarter of Section 21. They will be drilled from
north to south, which can be shown in that map.

Q Okay. And are those wells also shown on
Exhi bit A-107?

A Yes.

Q Ckay. Can you please identify Exhibit BTA
A- 87

(BTA Exhibit A-8 was marked for
I dentification.)

A Yes. It is Pooling Order No. R22435. It
was issued to Texas Standard Decenber 5th of 2022.

Q Was BTA involved in that pooling case at
all?

A No. We don't own an interest.

Q Okay. And did the pooling order identify
the well | ocation?

A Yes. Exhibit Ain the pooling checklist
i dentifies the | ocations.

Q Okay. And was that a proximty tract well
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t hat was pool ed?

A Yes.

Q And why is that significant?

A Because without the proximty tract, Texas
Standard woul d have to drill on a 240-acre unit
i nstead of a 480-acre unit.

Q Okay. Can you please identify BTA Exhibit
A-97?

(BTA Exhibit A-9 was marked for
I dentification.)

A It is Texas Standard's APD pool |ist.

Q Ckay. And when were these APDs issued?

A Late February 2023.

Q When did BTA first learn that these permts
had been issued?

A Late February 2023.

Q How did BTA find out about thent

A The permts were nade -- to the website.

Q What do the Cl102s show with respect to the
surface hole |l ocations?

A They show that the surface holes are | ocated
in the northwest quarter of Section 21, which would be
within the Vindicator unit.

Q And how many feet into Section 21

approximately are the surface hol es | ocated?
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A So both surface holes are a little bit
different, but they're within 850 to 1300 feet within
to Section 21.

Q Are the surface |ocations on Texas
Standard's | ease?

A No.

Q Who owns the surface in the northwest
gquarter of Section 217

A It's the Angel Fam ly Trust No. 2, managed
by Dara Angel [ph].

Q And had BTA communi cated previously with
Texas Standard regarding the Vindicator unit?

A Yes. Texas Standard was aware of the unit.

Q Did Texas Standard reach out to BTA to |et

BTA know about the permts?

A No.
Q Are the permtted | ocations of the wells
different fromthe one well | ocation that was

identified in the pooling order?

A Yes.

Q How are they different?

A The 1His permtted as a proximty tract,
and then the pooling order was not listed as a
proximty tract. Also the 1H wellbore stick in the

pool i ng application was 1330 foot from west |ine, but
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the permts place the wellbore at 2310 from west |ine.
None of the four wells are permtted to be drilled as
proximty tracts 1330 foot of the west I|ine.

Q And are the depths of the permtted wells
different fromthe depth that was identified in the
pool i ng order?

A Yes. The pooling order states the 1H to be
drilled with a TVD of 11350 to 11725. The permt
lists the TVD at 11952.

Q Okay. Let's talk about Texas Standard's
wells. Fromwhat formation will those wells produce?

A The Penn.

Q Is this the sane formation that is unitized

as part of the Vindicator unit?

A Yes.
Q Is it your understanding the Texas Standard
wells will be drilled through the Vindicator unitized

formation?

A Yes.

Q Let me go back here to Exhibit A-10. Okay.
Can you pl ease descri be what's shown on this exhibit?

A It shows the Vindicator unit acreage, as
well as BTA's proposed 318 and 317 wells and then al so
Texas Standard's proposed permtted wells.

Q How cl ose are the Texas Standard surface
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holes to BTA's surface hol es?

A Approxi mately 880 feet.

Q Why is BTA planning to drill its wells from
t hese surface | ocations?

A We have what we call an infrastructure
corridor there, neaning that we have the pipeline
ri ght-of-ways running there, so it nmakes sense to put
facilities as close to that as possible.

Q And does placing the facilities there reduce

surface di sturbance?

A Yes.

Q Can you summari ze or describe your concerns
regardi ng Texas Standard's well |ocations?

A I think just generally when two operators

have surface disturbance close to each other, it tends
to be less efficient froma surface disturbance
standpoint. W have different tinelines, different
contractors, different ways of building pipelines.

So in nmy experience, it has always been | ess
harsh on -- froma surface disturbance standpoi nt when
operators are out of each other's hair.

Q And by "less harsh,"” do you nean | ess
surface disturbance or less efficient?

A Correct. Both.

Q Ckay. Can you please identify Exhibit BTA
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A-117
(BTA Exhibit A-11 was marked for
i dentification.)

A This is a map showi ng our existing
infrastructure, as well as planned Vindicator well
pad. That's shown in the white. The existing SWD
line is shown in the white. And then we have the SWD
| i ne expansion project shown in blue there. That's
future, as well as the future gas gathering project.

And then in the red is Texas Standard's
proposed state 916 well pad | ocations. And then also
you can see our current vertical well pads |isted as

the Turner pads and al so the roads to access all of

t hat .
Q Okay. So these Turners wells already exist?
A Correct.
Q And is the road the access road for those
wel | s?
A Yes.
Q And are Texas Standard's well pads | ocated

on top of that road, at |east partially?

A Yes.

Q And are they located on top of BTA's
exi sting water pipeline?

A Yes.
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Q From what formation do the Turner wells
produce?

A The Turner wells are in a shall ower
formation than the Penn, nore specifically the Abo and
San Andres.

Q And wi Il Texas Standard need to dril
t hrough the formation produced by those wells to reach
Its acreage?

A Yes.

Q What does the map show about the | ocations
of Texas Standard's wells in relation to the BTA wells
and facilities?

A The Texas Standard's wells conflict with
BTA's current and future surface facilities.

Q And do Texas Standard's proposed wells al so

conflict with the Turner wells?

A Yes.

Q Based on your training and experience, if
Texas Standard is authorized to drill its wells at the
permtted |ocations, will that interfere with BTA's

ability to efficiently develop its unit?

A Yes.
Q Vhy ?
A Because we'll need to nopve our surface

facilities to avoid conflict with their well pads and
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therefore nove our infrastructure corridor, which wll
cost nore noney and surface disturbance.

Q WIIl that require BTA to relocate surface
facilities that already exist?

A Possi bly, yes.

Q Let's tal k about the expired | ease in Texas
Standard's unit. Can you please identify Exhibit
A- 127

(BTA Exhibit A-12 was marked for
I dentification.)

A This is correspondence fromthe State of New
Mexi co Land O fice notifying Chevron that the West
Lovington unit was term nated. And then further down,
| believe, there's correspondence fromthe state | and
office notifying XTO that the | ease that was held by
that unit is also term nated.

Q And is that the |lease that's included in
Texas Standard's unit?

A Yes.

Q Are these true and correct copies of these
two letters?

A Yes.

Q Okay. Can you please identify -- well, [et
me ask you. \What date was the term nation notice

I ssued?
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A Novenmber 28, 2022, in the letter to Chevron.
Well, | think to XTO  Excuse ne.

Q Can you please identify Exhibit A-13?

(BTA Exhibit A-13 was nmarked for
I dentification.)

A This is a map showi ng Texas Standard's
proposed wel | bores and then the red crosshatch is the
| ease that is now expired.

Q How many acres of Texas Standard's spacing
unit are inpacted by the | ease expiration?

A 160 -- 480.

Q And what does that nean froma | and

perspective?

A That nmeans that a third of their units is
| eased, and there's no right -- they have no right to
drill on it.

Q I n your experience, can operator pool or
drill on unl eased state acreage?

A No. |It's acreage owned by the state. You

can't pool that.
Can you not drill it wthout a | ease either?
No.

Wul d that be a trespass --

Yes.

O >» O >» O

-- I n your experience? Okay.
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A Yes.

Q Based on your education, training, and
experience, will Texas Standard's proposed wells
interfered with BTA's ability to efficiently devel op

the Vindicator unit?

A Yes.

Q And can you summari ze the reasons?

A W will -- BTA won't be able to proceed with
their planned production -- surface production

facilities, as well as well pads, future and current.
Q And will that interference violated BTA's

correlative rights?

A Yes.
Q And will it result in waste?
A Yes.
M5. HARDY: | have no further questions
for M. Beal. | would nove the adm ssion of Exhibit A

and Exhibits A-1 through A-13.

THE HEARI NG OFFI CER: M. Bruce, any
obj ection to the adm ssion of the exhibits?

MR. BRUCE: No objections.

THE HEARI NG OFFI CER:  All right.
They're adm tted.

(BTA Exhibits A and A-1 through A-13

were marked for identification.)
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And do you have any questions of M.
Beal ?
MR. BRUCE: Yes.
CROSS- EXAM NATI ON
BY MR. BRUCE:

Q M. Beal, first of all, you said that Texas
Standard couldn't drill its wells because it would be
commtting trespass. Do you have any indication that
Texas Standard intends to commt trespass agai nst
unl eased state | and?

A No. But if they were to drill the wells
currently, | believe that it would be a trespass.

Q Now, I will get to this probably with ny own
w tnesses, but they could legally drill one-mle
| aterals in Section 16, couldn't they?

A Correct.

Q And they would still need surface |ocations
to drill those wells?

A Correct.

Q And they have a |lease with the Angel Famly
to use the surface in Section 21. Correct?

A | believe so. Yes.

Q And then you tal ked about drilling the 317
and 318H wells this year. Now, | don't know which

exhibit it is of yours. | can't renenber. |[It's Texas
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Standard's Exhibit 1-D.
(TSO Exhi bit 1-D was marked for
i dentification.)

But the 2023 plan of devel opnent says not hing
about drilling the 317H and 318H wells. Does it?

A No.

Q And anot her question. |'m | ooking at your
-- oh, gosh, | forget what it -- your Exhibit A-10.
O no, I'msorry. That's the wong one. The one
show ng your facilities, your proposed facilities, the
SWD |ine?

| forget exactly which one it -- now, did

you ever tell, inform Texas Standard of your plans to
| ocate a new SWD |line if you have it until these
exhibits were filed?

A No. And it's generally not our practice to
I nform of fset operators of our surface facilities
pl anning. And generally when we have a pipeline
corridor, we can reduce surface disturbance by kind of
stacking right-of-ways next to each other. So that's
generally how we set up pipelines and facilities.

Q Ckay. No, | appreciate that. Everybody's
trying to mnimze surface use. Aren't they?

A Yes, sir.

Q And now t he northwest quarter of Section 21
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was not originally in the Vindicator unit. |Is that
correct?

A | believe that's correct. | would need to
verify that.

Q And if you don't know what, you know, and
"1l ask my witness. But Texas Standard, when it was
planning drilling its proposed wells, originally
pl anned on including part of the northwest quarter of
Section 21 in its well units. Correct?

A | don't know.

MR. BRUCE: OCkay. |'Il ask ny own
wtness. Let ne see. Just a couple nore. Let ne
see. | think that's it, M. Beal. Thank you.

THE HEARI NG OFFI CER: Thank you, M.
Bruce.

M. MCure, do you have questions of
M. Beal ?

MR. MCCLURE: Yes, Ms. Orth, | do.

M. Beal, | was going to say, the
entirety of this northwest quarter of Section 21 is
private surface. Correct?

MR. BEAL: Yes, sir.

MR. MCCLURE: Do you currently have a
surface right-of-way for your proposed expansion

lines, listed SWD |ine expansion project and gas
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gat hering project?

MR. BEAL: Yes. W have a ranch-w de
surface use agreenent, which would cover all of that
section.

MR. MCCLURE: | got you. So you could
nove it. | nmean, based off how you just descri bed,
you coul d nove those |ines without having to
renegoti ate your surface agreenent then. |s that
correct?

MR. BEAL: Correct. But it would cost
nore noney and nore surface disturbance.

MR. MCCLURE: Now, there was a
reference to potentially having to nove a surface
facility, perhaps even an existing surface facility.
Could you go into a little bit nore detail as to what
you neant by that?

MR. BEAL: | was nore so referring to
the road and the Turner pad as a facility. | don't
t hi nk Texas Standard or anybody wants all of our
traffic driving right through the m ddle of their
proposed wel |l pad.

MR. MCCLURE: Oh, so potentially you
woul d offset it a little further north, then, for both
of those Turner pads? |Is that what you referred to

t hen?
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MR. BEAL: | don't know where we put
it. | would work with the | andowner on the | ease, you
know, to m nim ze disturbance, really.

MR. MCCLURE: But | guess the question
I's your pad itself would be expandi ng sone direction,
| guess, based off fromwhat it is currently. |Is that
correct?

MR. BEAL: Possibly, yes.

MR. MCCLURE: Okay. And | guess are
you aware of if there's actually any actual -- not
considering the pad itself -- but any actual
I nfrastructure such as, you know, separators or panks
[ ph] or something |like that that you believe could
potentially have to be noved?

MR. BEAL: | would need to defer to the
engi neering folks on that. | haven't been directly
I nvol ved in the vertical production, so | don't know
the answer to that.

MR. MCCLURE: Okay. When you were
referencing trespass across an unl eased state | ease,
were you referencing a requirenent fromthe state | and
office, or were you neaning to reference the
adm ni strative code that the Division is enforcing?

MR. BEAL: | was referencing they would

be trespassing on the state land office's mnerals.
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MR. MCCLURE: Yeah. But as far as

their approved being able to drill prior to actually
produci ng, | guess, were you naking a distinction
there as in they can't drill it, or they can't
pr oduce?

MR. BEAL: | don't -- | don't know the

answer to that.

MR. MCCLURE: Okay. Yeah. The only
reason | ask is because in the adm nistrative code
that the Division enforces, as |long as you have
approval from the unl eased m neral owner, then you can
drill. But |I would assune you'd have to have it

| eased before you could produce it.

MR. BEAL: That's what -- yep.

MR. MCCLURE: Go ahead. | apol ogize.
MR. BEAL: No. | guess no comment.

MR. MCCLURE: OCkay. Yeah. | nean, and

| don't know what the state |land office's policies
are. It's definitely possible they nmay not even give
a person permssion to drill until it's leased. | can
only based off of what adm nistrative code is, and
that's just in theory they could have approval from
the state | and office.

Now, | don't know if state |land office

woul d actually give it, but | was just asking if you
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had additional information, | guess, that led to your
testinmony, | guess. But you answered your question.
There was no question there.

| believe one of BTA's |later w tnesses
w || probably address the underground and colli sion,
correct, rather than yourself?

MR. BEAL: Correct.

MR. MCCLURE: Ckay. | don't believe I
have any nore questions. Thank you, M. Beal.

Thank you, Ms. Orth.

THE HEARI NG OFFI CER: Thank you.

Ms. Thonpson?

M5. THOWPSON: | don't have any
questions at the nonent.

THE HEARI NG OFFICER:  All right. And
| et's see.

Ms. Hardy, any follow up?

M5. HARDY: | just had a coupl e of
redirects, Madam Exam ner.

REDI RECT EXAM NATI ON
BY MS. HARDY:
Q M. Beal, is BTA planning to drill the
Vindi cator 317 and 318 wells this year?
A Yes, as it stands now.

Q And are BTA's surface facilities currently
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| ocated to nost efficiently serve the existing wells,
the Turner wells?
A Yes.

M5. HARDY: Those are all of ny
guestions. Thank you.

THE HEARI NG OFFI CER:  And if you woul d,
| forgot to ask M. Beal to spell his name when he was
I ntroduced. | have to ask all of the witnesses to
spell their nane.

Wul d you pl ease, M. Beal ?

MR. BEAL: Do you need ny full nane?

THE HEARI NG OFFI CER: Yes. Spell all
of it please.

MR. BEAL: L-A-N-F-OR-D,
A-L-E-X-A-N-D-E-R, B-E-A-L.

THE HEARI NG OFFI CER: Thank you very
much.

Al'l right. Any reason not to excuse
M. Beal? No? Thank you.

You are excused.

Ms. Hardy, would you like to call your
next w tness?

MS. HARDY: Yes. And Madam Exani ner, |
don't know if we admtted the exhibits, M. Beal's

exhi bits.
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THE HEARI NG OFFI CER: Yeah. M. Bruce
said he had no objection, and |I believe I --

M5. HARDY: Ckay.

THE HEARI NG OFFI CER: -- spoke the
words "admtted. "

MS. HARDY: Thank you.

THE HEARI NG OFFICER: But if | didn't,
here it is again.

M5. HARDY: Thank you. |'m/ osing
track today, so | appreciate it.

Qur next witness is David Childers,
pl ease.

THE HEARI NG OFFI CER:  All right.
VWHEREUPOQN,

DAVI D WAYNE CHI LDERS,

call ed as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothing but
the truth, was exam ned and testified as foll ows:

THE HEARI NG OFFICER:  All right. And
i f you would, please, spell the entirety of your nane
for the court reporter.

MR. CHILDERS: David, D A-V-1-D, Wayne,
WA-Y-N-E, Childers, CHI-L-DE-RS.

THE HEARI NG OFFI CER: Thank you very

much.
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Go ahead, Ms. Hardy.
M5. HARDY: Thank you.
DI RECT EXAM NATI ON
BY MS. HARDY:
Q M. Childers, by whom are you enpl oyed and
I n what capacity?
A BTA O | Producers as a geol ogi st.
Q Have you previously testified before the O
Conservation Division?
A Yes.
Q Were your qualifications as an expert in
geol ogy accepted?
A Yes.
Q Can you please briefly sumnmari ze those

gual i fications?

A | have a Bachelor's of Science in geol ogy
and Master of Science in Geology. | was enployed at
Shell Q| Conpany for 15 years. |1've been a geol ogi st

for BTA for the l[ast 23.
MS. HARDY: Madam Exam ner, | request
that M. Childers be recognized as an expert in
geol ogy.
THE HEARI NG OFFI CER:  Any obj ection?
MR. BRUCE: No, ma'am
THE HEARI NG OFFI CER:  AlIl right. He's
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So recogni zed.
M5. HARDY: Thank you.
BY MS. HARDY:
Q M. Childers, can you please identify the
docunment that's been marked as BTA Exhibit B?
(BTA Exhibit B was marked for

i dentification.)

A It's nmy affidavit.

Q Are the statenents in the affidavit true and
correct?

A Yes.

Q Can you please identify Exhibit BTA B-17?
(BTA Exhibit B-1 was marked for

I dentification.)

A Yes. It's a map that shows the Vindicator
state county union outline in the blue polygon. It
al so shows -- shows the |ocation of the proposed BTA

wel s and the black dash lines and the TSO proposed
wells in the gray dash |ines.

There's also a |ine of cross-section marked
by a brown line with Nwith the north end of the
cross-section and S on the south end of the
Cross-section.

Q Can you please identify Exhibit BTA B-2?
/1
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(BTA Exhibit B-2 was marked for
i dentification.)
A Yes. It's a cross-section that shows the
Pennsyl vani an shale formation that will be produced by

BTA's wells and penetrated by the Texas Standard

wel | s.

Q What does the cross-section show?

A It shows the Texas Standard well in red and
the BTA 318 well in yellow. You'll notice at the base

of the cross-section, north or Nis on the left, S or
south is on the right. And also marked is where the
cross-section transects the different section |ines,
Section 9, 18, 21, and 28.

The upper blue line is the top of the
Pennsyl vani an shale formation. The lower blue line is
t he base of the Pennsylvani an shale formation that
wi Il be penetrated by both TSO and BTA. And the top
and base of the formation is docunented by the
Mar at hon well that's shown on the cross-section.

VWhat it also shows is that the TSO well is
| ocated i mMmedi ately south of the BTA surface |ocation,
and that the TSO well will penetrate BTA's
Pennsyl vani an shal e reservoir on our | ease.

Q And do you have concerns that that

penetration will danmage the formation?
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A Yes. There is a potential not only for
collision that's been nmentioned previously but al so
the potential for formation damage, which would
prohi bit us fromrecovering all possible reserves from

t he Pennsyl vani an shal e on our | ease.

Q And woul d that result in waste?

A Yes. |t woul d.

Q Ckay. |If Texas Standard were to proceed to
drill its wells at the proposed |ocations, what

actions would BTA need to take?

A Well, in order to avoid collision risk, we'd
have to relocate our wells at an irregul ar spacing,
which is not an efficient way to devel op the acreage.

Q I n your opinion, could Texas Standard fully
produce its acreage by |ocating the wellbores on its
own | ease?

A Yes. | do.

Q And why is that?

A Well, I'mnot an engi neer, but BTA, we're
acting on our own best interest. And we've |ocated
our well bores entirely within our own | ease south of
the -- the Section 21 lease line. And it is our
belief that our plan will enable us to fully produce
our acreage and mnim ze unnecessary liability.

The sanme practice ought to apply to TSO
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Q And in your opinion, if each party were to
drill on their own | ease, would that mtigate the

ri sks that you've di scussed?

A Yes.
Q Based on your education, professional
training, and experience, wll Texas Standard's

proposed wells interfere with BTA's ability to
efficiently develop the Vindicator unit?

A Yes. It wll.

Q Can you sunmmari ze the reasons?
A Collision risk and formati on damage.
Q And wi Il that interference violate BTA' s

correlative rights?

A Yes. It wll.

Q WIIl it result in waste?
A Yes. It wll.
M5. HARDY: | have no further questions
for M. Childers. | would nove the adm ssion of

Exhibit B, B-1, and B-2.

THE HEARI NG OFFI CER: Thank you --

MR. BRUCE: No objection --

THE HEARI NG OFFICER: -- M. Bruce, do
you obj ect -- okay.

(BTA Exhibits B, B-1, and B-2 were

received into evidence.)
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You don't object to the adm ssion of
the exhibits. Do you have questions of M. Childers?
MR. BRUCE: Just a couple.
CROSS- EXAM NATI ON
BY MR. BRUCE:

Q Par agraph 6 of your affidavit goes into the
final sentences says BTA would have to locate its
wells at irregular spacing. Wat do you nean by that?

A Vell, we would have to -- that's a better
guestion for either M. Al ex Beal or Nick, even, |
believe. But we would have to --

Q well, I --

A -- reroute our well bore and perhaps | eave
portions of our |ease unproduced.

Q But you're the one testifying to this, not
the other two w tnesses.

A Yes, sSir.

Q And isn't that what horizontal drilling is
all about? You can work things around to nake sure --
| nmean, the well units would still be the sane.

Wul dn't they? The west half, west half of Sections
21 and 28, and the east half, west half of Sections 21

and 28, they'd be the same well units. Wuldn't they?

A "' mnot sure. You asked a bunch of
questions there. |'mnot sure which one | need to
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answer .
Q Well, look at your Exhibit B-1.
A Yes.

Q Al t hough this is -- oh, okay. Do you have

A Yes, sir.

Q Al t hough the lands are in a unit, you filed
an APD. And they ask you what the well unit is. And
the well unit for one of those wells would be in the
west hal f, west half of Sections 21 and 28. Isn't
t hat correct?

A Yes, sir.

Q And then the well unit for the 317H woul d be
the east half, west half of Sections 21 and 28?

A Yes, sir.

Q Those are regular well units. Are they not?
A Yes, sSir.

Q So the spacing isn't affected at all.

A Was that a statenent or a question, sir?

Q Well, a question, but if you prefer to

ignore it, that's fine, too. But then you nentioned

-- the other thing | want to get to is by Texas

Standard drilling its wells, there could be formation
damage.
Now, they're drilling through probably on
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the north end of Section 21 the formation whether you
call it upper Penn or Canyon, but they're not
fracking. They're not producing fromthat acreage.
Are they?

A No, sir.

Q So what is this formati on danmage you're

t al ki ng about ?

A They're drilling a well bore through our
reservoir. They will be injecting cenent into the
formation. They will be injecting drilling fluids
into the formation, which will change the character of

the rock as it exists now and the rock that we hope to
frack to produce hydrocarbons.
Q Well, let nme ask you this. Should there be
a flat ban on drilling fromoff-lease sites to a wel
unit? Because it seens to nme it happens all the tine
I n New Mexi co.
A " munable to answer that question.
MR. BRUCE: That's all | have, Madam
Exam ner.
THE HEARI NG OFFI CER: Ckay. Thank you,
M. Bruce.
M. MCure, do you have questions for
M. Chil ders?
MR. MCCLURE: Yes, Ms. Oth, | have a
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fast question for M. Childers.

M. Childers, do you know -- |
apol ogize if |I'm m spronounci ng your |ast nanme. But
do you have a approximati on perneability of the Canyon
formati on where this well bore's going to be going
t hrough? Just or magnitude, | nean.

MR. CHILDERS: I'msorry, sir. Could
you repeat the question?

MR. MCCLURE: Okay. Well, the upper
Pennsyl vani an formation that the well bore will be
traversing, Texas's wellbore, proposed well bore, do
you know an approxi mation perneability of that

formation just --

MR. CHI LDERS: -- approxi mately what --
MR. MCCLURE: -- main --
MR. CHI LDERS: You're asking about the

pernmeability?

MR. MCCLURE: Correct.

MR. CHILDERS: | don't know the exact
permeability. It's sonething in the -- in the
nanodarcy range, but | can't answer that exactly. No,
sir.

MR. MCCLURE: Ckay. Yeah. The order
to was the only thing | was curious about. So you

believe it's in the nanodarcy. Correct?
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MR. CHI LDERS: Yes, sir.

MR. MCCLURE: | guess, do you have an
approxi mate, sonme sort of depth of infiltration of the
drilling fluids, cenent and such, that potenti al
reservoir damage may occur fromthe drilling and
conpl eting of the proposed Texas well ?

MR. CHI LDERS: You know, it'd be feet
to tens of feet.

MR. MCCLURE: | guess, then, do you
believe that that woul d cause enough danage to
actually cause a negative production to the proposed
BTA wells in the area?

MR. CHI LDERS: O course, it depends on
how TSO drills their well, but yes, there is a
potential for it dimnishing the potential reserves
recovered from our well bore.

MR. MCCLURE: Based upon an
infiltration of maybe up to 10 feet from TSO s wel |
|s that correct?

MR. CHI LDERS: Yes, sir.

MR. MCCLURE: Okay. Thank you, M.
Childers. No nore questions.

THE HEARI NG OFFI CER: Thank you.

Ms. Thonpson, do you have questions?

M5. THOMPSON: Yeah. | just wanted to
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clarify fromM. MCure's statenment. Where the two
wel | bores are prom sing for BTA oil and Texas

St andard, approximately how cl ose are they within that
Pennsyl vani an shal e?

MR. CHI LDERS: Tens of feet, | believe.

M5. THOWPSON: Tens of feet?

MR. CHI LDERS: Very cl ose.

M5. THOMPSON: And the proposed | and
that BTA G| has, how close is that for the first
perforation within that area or first take point?

MR. CHI LDERS: A couple of hundred
feet.

M5. THOMPSON:. And do you believe that
this would cause a fractured risk between the -- or a
communi cation risk between the well bores?

MR. CHI LDERS: Yes. | do.

M5. THOWSON: | don't have any further
guesti ons.

MR. MCCLURE: Ms. Orth, if | my, I
woul d ask a foll owup question.

THE HEARI NG OFFI CER: Go ahead.

MR. MCCLURE: M. Child -- | apol ogi ze
again. M. Childers, are you testifying towards
collision risk for BTA, or is that your guys' engineer

that's going to do that?
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MR. CHILDERS: The engi neer will be
addressing that, yes.

MR. MCCLURE: Okay. | was just double
checking there because | did have sone questions there
I f you were the best witness to direct that question
t 0.

No nore questions with the
understanding that BTA's later witness will be able to
answer these questions for ne.

THE HEARI NG OFFI CER:  Thank you, M.
McCl ure.

Ms. Hardy, do you have any redirect?

M5. HARDY: | have a couple, Madam
Exam ner.

REDI RECT EXAM NATI ON
BY MsS. HARDY:

Q M. Childers, M. Bruce asked you questions
earlier about whether BTA would still drill its wells
I n these sane | ocations or same units, even if it
needed to adjust them And ny question is this. Has
BTA placed its wells at |locations that will npst
efficiently produce the reserves in the Vindicator
unit?

A Yes. We've taken a great deal of care to do

t hat .
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Q And BTA has proposed a plan for the entire

unit. Is that correct?

A Yes.

Q And if Texas Standard drills its wells at
the proposed locations -- and I"'mreally | ooking here

at Paragraph 6 I think it is of your affidavit --
woul d BTA have to relocate its wells and nove themto
| ocations that are not as optimal for production?

A Yes. We woul d.

Q Okay. And M. Bruce asked you about whet her
there should be a conplete ban on drilling from
of f-l ease surface locations. Do you renenber those
questions?

A Yes. | do.

Q And that's not what BTA is proposing here.
ls it?

A No. It is not.

Q I s BTA proposing here that Texas Standard
not drill fromthese | ocations because these specific
| ocations inpact and inpair BTA's ability to devel op
wells at its locations?

A Yes.

M5. HARDY: Thank you. Those are al
of ny questi ons.

THE HEARI NG OFFI CER: Al l right. Thank
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you, Ms. Hardy.

Any reason not to excuse M. Chil ders?

MS. HARDY: Not from ne.

THE HEARI NG OFFI CER: AIl right. Thank
you.

M. Childers, you' re excused.

Your third witness, M. Hardy.

M5. HARDY: Thank you. Qur next
wi tness is Nick Eaton.

THE HEARI NG OFFI CER:  All right. | f
you woul d pl ease state and spell your nane.

MR. EATON: Ni ck Eaton, N-1-C-K,
E-A-T-O N

THE HEARI NG OFFI CER:  Thank you.
VWHEREUPOQN,

NI CK EATON,

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

THE HEARI NG OFFI CER: Thank you.

Go ahead, Ms. Hardy.

MS5. HARDY: Thank you.

DI RECT EXAM NATI ON
BY MS. HARDY:
Q M. Eaton, by whom are you enpl oyed and in
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what capacity?

A BTA O 1| Producers. |I'mthe drilling
manager .

Q Have you previously testified before the
Di vi si on?

A Yes.

Q Were your qualifications as an expert in

petrol eum engi neeri ng accepted?

A Yes.

Q Can you please briefly summari ze those
gual i fications?

A | have a petrol eum engi neering degree from
Texas Tech University from 2009. | went to work for
Chevron for a handful of years before com ng to BTA,
working in drilling roles and managenent and proj ect
managenent rol es.

M5. HARDY: Madam Exam ner, | request
that M. Eaton be recognized as an expert in petrol eum
engi neeri ng.

THE HEARI NG OFFI CER: M. Bruce?

MR. BRUCE: No objections.

THE HEARI NG OFFI CER: He's so
recogni zed.

M5. HARDY: Thank you.

/1l
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BY MS. HARDY:
Q M. Eaton, can you please identify the
docunent that's been marked as BTA Exhibit C?
(BTA Exhibit C was marked for

I dentification.)

A It's my affidavit in this case.

Q Are the statenents in the affidavit true and
correct?

A Yes.

Q M. Eaton, how | ong has BTA been drilling

wel s and operating in the Perm an Basin?

A Since the 1950s.

Q How many wel | s does BTA currently operate in
New Mexi co?

A Over 260.

Q How many active rigs does BTA currently have
avai | abl e?

A We have three right now operating in the
Del awar e Basi n.

Q Does BTA already operate wells | ocated
wi thin the Vindicator Canyon unit acreage?

A Yes. We do.

Q Is it fair to say that BTA has extensive
experience with drilling, conpletion, and production

in this area?
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A Yes.

Q Does BTA regularly take actions to address
collision risk?

A Yes.

Q To your know edge, has Texas Standard

conpleted any wells in New Mexico?

A No.

Q Let's tal k about the issues with Texas
Standard's well |ocations. Was BTA at one point
planning to drill its wells from south to north?

A Yes.

Q When did that change?

A I n February of this year.

Q Why di d that plan change?

A We had originally planned to drill this
portion of the unit, of the Vindicator Canyon state
unit with one-and-a-half mle wells. After the
original permts were issued, the devel opnent pattern
changed to 2-nmle wells. In that tinme, BTA al so
finalized plans for the infrastructure corridor
running in the north end of Section 21.

That included laying in the first line. So
with those two factors, the surface hole |ocations
changed to be closer to this corridor, as it

el i mnates a consi derabl e anobunt of surface
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di sturbance, and it also allowed us to drill the wells

as 2-mle wells instead of one-and-a-half mle wells.

Q From an engi neeri ng perspective, can you
pl ease summarize your concerns with Texas Standard's
wel | | ocations?

A The | ocations create a collision risk with
respect to BTA's planned and existing wells and
efficient devel opnent of the Vindicator unit. There
Is also a risk of formation damage within BTA' s
unitized interval, as well as formati on damage to
BTA's existing vertical wells.

Q What i s your understanding of the reason
Texas Standard has chosen to locate its wells
off-1ease on the Vindicator unit?

A Texas Standard clains that it will be able
to better produce its acreage, and it will be easier
to | ocate the wells on BTA' s | ease.

Q And you agree that Texas Standard w |l be
better able to produce its acreage by placing its
wells on BTA's | ease?

A No. Through the use of back-builds, which
I's common practice in the industry, Texas Standard
will be able to efficiently access their acreage
within |l egal take points froma surface |ocation on

their | ease hol d.
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Q Do you agree with Texas Standard that it
will be easier to locate the wells on BTA s | ease?

A No. Placing the wells on BTA's | ease w ||
create nunerous surface conflicts, as M. Beal has
al ready explained. 1In contrast, as shown in exhibit
-- BTA Exhibit A-11, which is the Google Earth
exhibit, there are no surface facilities |ocated on
Texas Standard's lease in this area.

Texas Standard will also have to be plug its
oil while BTA is fracking, which would be unnecessary
if the wells were |ocated on Texas Standard's | ease.
There is also concern as to which party will be |iable
If there is damage to Texas Standard's well bore from
BTA's frack if the wellbore is crossed.

Q M. Eaton, can you please identify BTA
Exhibit C-1? Let ne just get there. Sorry. There.

(BTA Exhibit C-1 was marked for
I dentification.)

A It's the cross-section fromearlier that
shows the wel |l bore | ocations of Texas Standard wells
and the Vindicator Canyon state wells.

Q What does the exhibit show?

A The exhibit shows that there is significant
collision and frack ri sk.

Q What is the vertical offset between the
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Texas Standard and BTA wel | s?

A According to the directional plans and any
collision plans, the vertical offset is 31 foot.

Q And | think that Texas Standard's testinony

or affidavit mentions 400 feet or sonething in that

range. |s that correct?
A Yes. In the engineering testinony, there's
a claimthat they will drill 400 foot shall ower than

where we are, but that is not what is represented in
the permts or in the -- any collision exhibit that
were given for the hearing.

Q In this circunstances, there are real risk

of collision between the Texas Standard and BTA wel |l s?

A Yes. And it's not specul ative or
hypot hetical risk. [It's an actual risk.
Q What woul d happen if there was a collision?

A Al'l of the inpacted wells could be |ost,
which could result in significant waste for Texas
St andard, BTA, the interest owners, and the state of

New Mexi co.

Q Woul d a collision be catastrophic, in your
opi ni on?

A Yes.

Q Have you revi ewed Texas Standard's

anti-collision reports?
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A Yes.
Q Based on your education, training, and
experience, do the reports show the collision risk wl

be mtigated?

A No. The point of concern occurred in the
curved portion of the well. This is the nost
difficult portion of the wellbore to drill. The

wel | bore position should be such that any collision
concern is mtigated well before the curve.

In addition, the AC reports, the anti-
collision reports, and Texas Standard's testinony
contradict each other. Their reports also fail to
I ncorporate BTA's vertical well bores.

Q How do the reports and testinony contradict
each other?

A Again, the -- the drilling permts and the
anti-collision reports both show their well bores at 1
TVD while the testinony states that their TVDs will be
400 foot shallower than ours. Their -- their exhibits

show that in fact they're only 31 foot vertical

difference than -- than what our well bores woul d be.

Q And whi ch operator would have to address
collision risk when drilling the curved portion of the
wel | s?

A It would be the operator that drills second,
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which while it's not established, necessarily, who's
going to drill first, | believe they anticipate trying
to drill before us so that -- that would -- the
requi rement for any collision and the extra drilling
time and extra drilling practices would fall upon BTA
Q So that would inpose additional costs and
ri sks on BTA?
A Absol utely. You know, there's been tal k of
-- that there's industry, you know, standard practice
in order to mtigate any collision, which there are.

Those practices require tinme and noney.

Q How many vertical wellbores does BTA have in
the area where Texas Standard's wells will be | ocated?
A Two.

Q Are those the Turner wells?

A Correct. The Turner 1 and Turner 2.

Q How cl ose are those vertical wells to the
Texas Standard wel | s?

A On the surface, they' re 254 foot and 362
f oot .

Q Ckay. Do they penetrate the sane formation
that will be penetrated by Texas Standard drilling

t hrough this area?

A The vertical wells produce from shal |l ower
zones that the Texas Standard wel |l bores will penetrate
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as they drill to the deeper Penn.

We are very concerned that due to the
proximty of Texas Standard's wells and their three-
string well bore construction, that it wll cause nud
and cenent invasion into these vertical wellbore
reservoirs, causing pernmanent danmage.

Q In your opinion, in this case, does the

collision risk outweigh any benefit to Texas Standard

fromits proposed well |ocations?
A Yes.
Q When did BTA beconme aware of the |ocation of

the Texas Standard wel | s?

A Only when the permts were approved and
became public know edge.

Q Okay. Prior to the filing of BTA's
application in this case, did BTA convey its concerns
to Texas Standard?

A Yes.

Q Can you please identify a docunent that's
been marked as Exhibit C-3 [sic]?

(BTA Exhibit C-2 was marked for
I dentification.)

A It is the email chain that started when BTA

became aware of the Texas Standard | ocations.

Q Ckay. | can pull that up. And what was the
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out cone of those discussions?

A Texas Standard was not willing to work with
BTA to resol ve these concerns.

Q M . Easton, based on your educati on,
training, and experience, wll Texas Standard's
proposed wells interfere with BTA's ability to

efficiently develop the Vindicator unit?

A Yes.
Q Can you summari ze the reasons, please?
A The collision risk that | spoke of before,

the surface conflicts that M. Beal spoke of, and --
and of very much concern is the formati on damage.
Q And will that interference violate BTA's

correlative rights?

A Yes.
Q WIIl it result in waste?
A Yes.
M5. HARDY: | have no further questions
for M. Eaton. | nove the adm ssion of Exhibit C

C-1, and C-2.
THE HEARI NG OFFI CER:  Thank you.
M. Bruce, objections?
MR. BRUCE: No objections, Madam
Exam ner.

THE HEARI NG OFFI CER: The exhibits are
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adm tted.

(BTA Exhibits C, C1, and C-2 were

received into evidence.)

Do you have questions?

MR. BRUCE. |'d probably rather ask ny
own w tness nmy questions, but --

CROSS- EXAM NATI ON

BY MR. BRUCE:

Q M. Eaton, just a general matter, in
Paragraph 5 of your self-affirmed statenent, you say
t hat Texas Standard has not conpleted any wells in New
Mexi co. Does this nean that new conpani es shoul d not
be allowed to operate in this state?

A | think it nmeans that an operator that is
new to the state should follow sone nore friendly
practi ces and operate on their own | ease before
I ntroducing risk to another operator.

Q Real | y? Okay. Well, 1ooking at your
Exhibit G2, the email chain, M. Young, one of Texas
Standard's operators, enmiled you three nonths ago and
said if you would send us your devel opnent pl ans,
we'll see what we can do. Isn't that an offer to

cooperate?

A | think what's inportant to realize, you
know, that email, the correspondence was initiated by
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BTA. Never were we contacted by sonmeone attenpting to
operate on our |ease. Wen we becane aware of it, we
asked them you know -- we outlined that we're the
operator of this unit and we believe it's in both
parties' interest to nove.

The first response was no, that does not
work for us. You know, we said once again, you know,
we do think that's in both operators' interests that
both parties stay on | ease and offered, you know, to
have a call. Please don't hesitate to call ne.

And then, you know, the last thing we heard
was, you know, BTA, you need to tell us exactly what
your concerns are. You know? Never offered any kind
of reach-out. It was ny opinion.

Q Did you ever call M. Young?

A No. And M. Young never called nme. | guess
BTA reached out first. | had asked WIlis Price, our
| and manager, when | becane aware of the permts. And
| said, "Hey, you know, | know you' ve got a
relationship with Texas Standard. WII you ask them
about these | ocations?" And expressed concerns.

And that's when Texas Standard -- |'m just
| ooking at the email chain right now That was when
Ti m Roberson reached out to WIllis, and then they just

agreed to hand it on to Operations, which was to Craig
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Young and |I.

Craig and I, you know, | believe we shared
two maybe emails each where | asked them you know,
that we are -- or | told them that we have concerns,
you know, that we've got operations upcom ng, and that
my opinion was it was best for both operators to
operate on | ease.

MR. BRUCE: That's all | have, M.

Eat on. Thank you.

THE HEARI NG OFFI CER:  Thank you, M.
Bruce.

M. MC ure?

MR. MCCLURE: Yes, Ms. Oth, | do have
sone questions for M. Eaton.

M. Eaton, was it you that had ran the
area of uncertainty for both the TSO wells and the BTA
wel |l s here?

MR. EATON: Anti-collision reports?

MR. MCCLURE: Yeah. Correct. |
apol ogi ze. The anti-collision reports.

MR. EATON: | did not run them A

conpany cal | ed Phoeni x Directional did under Texas

Standard's, you know, supervision. | have reviewed
them You know, | would say | see where they upl oaded
my surveys and -- and you know, have seen the
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anti-collision results.

MR. MCCLURE: | guess, are you
fam liar, though, which -- | guess for instance, is it
based upon running a survey every 90 feet? O how was
the area of uncertainty determ ned in those
anti-collision reports? Are you famliar with that?
s my question.

MR. EATON: | believe -- | believe this
was standard survey, every 90 foot.

MR. MCCLURE: Ckay. Then the 31 feet
that you had cited featuring the BTA' s horizontal wel
and TSO s horizontal well, is that based off of
essentially one area of uncertainty per each of the
wel | bores? |s that your understanding?

MR. EATON: The 31 feet was just the
difference in vertical |anding depth.

MR. MCCLURE: Onh. Ckay.

MR. EATON: But if we pull up the
exhi bits, we could walk through and see what -- we
call it what the distance between the ellipses could
be. But | don't have that in front of me imedi ately.

MR. MCCLURE: Okay. And see, | see
exactly what you just said there, | guess, is what ny
guestion is. |Is exactly what the actual distance

bet ween those rings. But you believe it's in your
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guys' exhibits, but you don't have it right in front

of you?

MR. EATON: It's in Texas Standard's
exhibits --

MR. MCCLURE: Oh, in Texas Standard's
exhibit --

MR. EATON: -- | know --

MR. MCCLURE: Okay.

MR. EATON: | know they're cl ose enough
to hit the -- the flagging. You know, the program has
automatic flags in it. That's where in ny testinony |
t al ked about that, you know, the well bores becone
cl osest during the curved portion of the BTA
wel | bores.

So at that point, you know, we're nore
than 11,000 foot neasured depth, you know, in depth in
the well bore. And then that's when the collision
concerns start to flag and start to |ight up. \Which,
the further you get down a well bore neasure depth
wi se, there's an ellipse of uncertainty that is -- is
getting |larger with each survey.

So that was where, you know, |
mentioned in ny testinony that when we have any
collision concerns, the very |last place we want to

deal with those is during the curve. You know,
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drilling the curve, that is when the tools are under
t he nost stress.

It's also the nost difficult. You
know, going fromvertical to 90 degrees in several
hundred feet and having to hit a 25-foot target, you
know, there's a ot of stress on the drilling teamto
hit these targets. So when BTA, when we have these
anti-collision concerns, we always make sure that
they're satisfied well before the curved portion.

MR. MCCLURE: Now, as far as -- | was
going to say, |I'mgoing to assune you may not know the
answer to this, but if you do, do you think that the
fl aggi ng woul d have occurred at, like, 1.5 eclipse or
rings away? Do you think that's probably where that
flag was? O do we know at what point it started
fl aggi ng?

MR. EATON: | -- | don't have it off
the top of ny head. | do not know.

MR. MCCLURE: Okay. Do you know what
the standard operating practices are for distance
bet ween the wel | s?

MR. EATON: For distance between the
wells, that is an operator-specific usually tied to
Il nsurance requirenents.

You know, in a curve where we're doing
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a lot of sliding, you know, here internally, we would
have a pretty |large separation factor for confort just
because again it's such a critical portion of the
wel | bore that we want to ensure that we're not having
to deal with any collision concerns and adding -- you
know, really, if you're going to have anti-collision
concerns in a curve, you know, a curve in this area
can take up to 24 hours anyways.

And then if you're having to deal wth
anti-collision and do extra steering, you know, you
can -- you can add consi derabl e amunt of tinme and
cost to your drilling operation.

MR. MCCLURE: Now, in ternms of or the
magni tude, | guess, for what you would consider to be
confortable, would that be a number such as, like, 1.5
of the area of uncertainty, or 2 of the area of

uncertainty, or what are you thinking? O do you --

MR. EATON:. | don't --
MR. MCCLURE: -- or do you -- consider
it in those -- inthat -- I'"'msorry. Go ahead.

MR. EATON: At this depth, 1.5 would be
very cl ose --

MR. MCCLURE: To --

MR. EATON: -- and -- this portion of

t he wel | bore.
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MR. MCCLURE: So your area of confort
woul d be nore like 2 or nore then?

MR. EATON: Well above a 2.

MR. MCCLURE: Ch, okay. So we're
thinking, like -- | nean, | guess, what are we kind of
t hi nking as far as that goes?

MR. EATON: | would be | ooking nore at
di stance center to center, as well. You know? |
woul d want several hundred feet of separation.

MR. MCCLURE: All right. 1In regards to
collision with the existing vertical well, do you
happen to know what the distance is between the
vertical portion of the -- or excuse ne, the TSO wells
and the BTA vertical well?

MR. EATON: You know, |ooking at their
directional plans, well, again, they didn't include

the vertical wells in the anti-collision, so we can't

say exactly how far it'lIl be. But |ooking at their
directional prograns, you know, they're drilling south
to north as they approach the -- the Section 21

section |ine.

And the vertical wells are in between
the surface hole locations of their horizontal wells
and the section line. So they have to drill past ny

wel | bores in those shall ow formati ons. So | would
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expect that they're -- if they're not getting closer,
they're definitely not getting any further away.

MR. MCCLURE: Based off your
under st andi ng of their proposed directional survey,
did it seemthat they're essentially going nostly
vertical in building the curve bel ow where your
vertical Abo wells are, or are they starting to build
or starting to nove that direction prior to reach
bel ow t he Abo.

MR. EATON:. If | could review themrea
qui ck, | can give you an exact answer, but | believe
they drill a forward built tangent through past the
Turner wells to get closer to the section |ine before
they actually kicked off to drill the curve.

MR. MCCLURE: So you believe
underground it may be, like, in the Abo Formation, |
guess, is where the nore interest is. In the Abo
Formation, you believe it's mybe closer to those
wel I's and where they are at surface, then. |Is that
correct?

MR. EATON: Yes. | -- | believe so.

MR. MCCLURE: OCkay. And | may have
m sunderstood M. Childers before. | thought maybe
the concern for reservoir damage was in the

Pennsyl vani an Formations. |Is it nmaybe nore accurate
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to say that the concern for danmage is nore in the Abo
Formation? |s that accurate?

MR. EATON: It's both. Definitely in
t he Abo Formation. So I'm-- |'m producing on the
Turner | ease on the Turner No. 1 and 2. One of the
wells is a San Andres well, so that's the shall ower of
the two. Then the Abo. You know, both of those wells
were drilled in the eighties, so there's significant
depletion in those reservoirs.

That's where with their three-string
casing design, they're going to drill through these
depl eted reservoirs, having the salt section above
t hem opened. So you know, | have a | arge anount of
concern think about they will have consi derabl e | osses
of nmud through those sections.

But then as they cenment, you know, |
woul d expect that they will |ose cenent into these
depl eted reservoirs and -- and possibly or permanently
danmage them potentially permanently damage them

The damage in the Pennsyl vani an, what
we've seen in the past, if we were to actually drill
our wells before Texas Standard drills theirs, we
could -- you know, we have the right to pl ace
fractures all the way up to 100 foot fromthe -- the

north line of Section 21.
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They will put their wellbore -- they
will drill through nmy fracture planes, which, you
know, those fracture plans have essentially becone

super hi ghways for the fluids to -- to nove into the

wel | bore. Right?

Negative interaction that we've seen in
Eddy County and then also on the Texas side in Reeves
County is that when a new well bore cuts through those
t hat

-- those superhi ghways, those fracked pl anes,

we' ve seen cenent invasion during the production of

cenent job that communi cates through the frack w ngs

and into the -- the original

wel | bor e,

damage.
MR. MCCLURE

guestions there. But |

wel | bor e,

| guess |

t he ol der

and has caused, you know, significant

got a couple

guess the first question is, |

guess, how confident are you --
the possibility is that you may even dril

prior to TSO as they are,

what do you believe

this wel

you know, expressing they

believe they' Il drill before you?

MR. EATON:. That's a very good
guestion. You know, it's definitely been brought that
our 2023 plan that we submtted to the state | and

office did not include these wells.

being there is that we started a little bit

And the reason

further
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east with devel opnent.

Those wells, the 305, 306, are actually
in the ground. They went on production three days
ago. The next call it slot of two wells, those wells
are the next pad -- I'msorry, one pad after for the
rig. So that's here in about two nonths. And then
these wells will be the next wells to be drilled, the
317, 318.

| don't have the drill schedule
I mredi ately in front of nme, but | do know they are for
early 2024. You know, Texas Standard for some reason
says that they're going to beat us here just because
of that reason, but they've got an expired | ease
that's been expired for six nonths.

They' ve got to get a | ease, and they've
got to get a rig that they don't have, and they've got
to get well bores in the ground. So you know, we're
al ready hal fway through 2023. You know, for a
drilling guy, | nean, |I'm already planning projects in
2024, you know, sunmerti ne.

So you know, to say that |'m not going
to drill these wells soon, |'ve got permts in hand.
It's in my production queue or in ny construction
gueue. |'ve got surface use agreenment. And it's just

i mm nent until |'mthere.
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So you know, | don't see any reason why
we may not drill these wells before Texas Standard,
you know, even has a unit put together to drill.

MR. MCCLURE: Now, you nentioned sone
vertical San Andres wells in the area. | guess I'm
not necessarily seeing themon ny map. Which wells
are you referring to by that?

MR. EATON: | believe it's the Turner
No. 2. It was a reconplete fromthe Abo into the --
t he San Andres.

MR MCCLURE: Oh. So is it no |onger
produci ng fromthe Abo, then, to your understandi ng?

MR. EATON: It is not. No.

MR. MCCLURE: | was going to say, if
that is the case, you may want to look into it,
because | don't see where the Division has that

paperwork. So we nay need to get that submtted to

us.

MR. EATON: -- into us.

MR. MCCLURE: | guess ny next question,
t hough, is -- and this may be nore appropriate for M.
Childers -- but if you kind of have an approxi mati on,
that'll be fine, too. As far as -- | nean, the Abo

and the San Andres, either one |'massum ng is nuch

nore pernmeability than the Pennsylvanian. | don't
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know if that's accurate or not.

s that accurate, | guess, to say that
here?

MR. EATON: If | could characterize the

Abo and the San Andres as being conventional fields,

having that |arger porosity, larger perneability than

a shale, which the Penn --

that we're targeting is a shale, and I would
characterize it as an unconventi onal .

So I"'msorry. | don't have exact

numbers for you
MR. MCCLURE
MR. EATON:

yep. Yep. They're -- | would characterize them as

very different.
MR. MCCLURE
t he Abo and the San Andres

in this area? Wuld that be accurate to say?

MR. EATON:
yes.
MR. MCCLURE:

woul d you consider to be a

cement, drilling fluids frominfiltrating the area of
production for San Andres or Abo well in this area?
MR. EATON: You know, | would like to
Page 259
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see upwards of, you know, six- and 700 feet away. You
know, | placed nmy well bores, the 317H, 318H as far

agai nst the section line as | could to keep it there
at a |legal |ocation.

And then not only are the surface hol es
as far away as we can get, we also back-built to the
Section 21 line, getting further away fromthe San
Andres and the Abo depl etion.

But | would say just as inportant, if
not nmore inportant than those factors is the, you
know, Texas Standard, their plan is to drill these
wth a three-string casing design. So having
everything fromthe rustler down to the Penn open. So
they're going to have San Andres, Abo, and the very
ti ppy top of the Penn open and set one casing string.

From our experience in the area and in
ot her areas, we actually -- | have elected drill these
as four-string designs. So what we do is we isolate
the shallow salt sections. You know, we obviously, we
set the surface pipe and the rustler, and then we'l]l
set another casing string to cover the salts and the
anhydrite sections.

And then what that allows ne to do is
to have the San Andres and the Abo open together. But

| can also drill those with absolutely freshwater to
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m nimze danage to those -- to -- to the Abo and the
San Andres. And also it provides the lightest nud
W pe colum to -- to try to keep invasion from goi ng
into them

MR. MCCLURE: So | guess if TSO was to
alter their drilling plans to include an additional
casing string, where would you want themto set that
at, and would that help to alleviate sonme of your
concerns?

MR. EATON: It would definitely help to
alleviate, you know. We |like to see it simlar to
ours, which we've got wells that hopefully the -- |
know t he conpletion work's been submtted with the
casing points. They could study the way we' ve done it
there, essentially topsetting the San Andres with a --

with an internmedi ate casing string.

But that still does not alleviate the
proximty. You know, they're going to drill through
t hose depl eted reservoirs, you know. It's going to be

hard to mtigate that damage.

MR. MCCLURE: If TSO woul d be required
to run surveys nore frequently than 90 feet, would
that help to alleviate some of your concerns about
col lision?

MR. EATON: It would definitely reduce
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the ellipse of uncertainty, which would make the
anti-collision planning easier. But it would not
reduce, you know, the effort and the extra tine that
woul d be required of BTA as we drill if we are in fact
the second party to drill.

VWi chever party drills second is going

to incur additional drilling costs because of the
anti-collision concerns. There's no -- there's no way
around that. It -- you know, think of it as parking a

parking lot. Wen you're the first one to park in the
parking lot, you kind of whip in to your spot.

When you're the second person to park
in the parking lot, you' ve got to, you know, watch the
other car. And then when you've got a car parked on
the line on either side of your parking spot, you
really got to take your tinme and ease in to avoid any
damage.

MR. MCCLURE: | guess so would you
agree that it could potentially reduce the area in
whi ch you have to avoid with your well bore if they
were to do so?

MR. EATON: Yes. Yeah. | agree.

MR. MCCLURE: Ckay. | guess the only
ot her topic of question | have, you'd referenced

briefly about -- I don't know if you said you were
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expandi ng sone pads to go over the top of your

pi peline right-of-ways. | guess maybe |

m sunderstood, and | just wondered if maybe you coul d
el aborate on that a little further.

MR. EATON: Maybe that's in regards to
the -- the production infrastructure corridor?

MR. MCCLURE: Yes. | believe that was
what you were tal king about. Onh, | apologize. Go
ahead.

MR. EATON: Yep. So you know, there
were three lines in that corridor. The first one is
the furthest north, the water |line, the water disposal
line. It was also on the state | and office plan of
devel opnent that we showed themthat it was in the
ground wel |l before January.

It -- it appears that off of their
C102s and | ooking at kind of standard drilling
di mensions for pads that they've got a pad directly
over that line. You know, we would go to every | ength
possi bl e, honestly, to avoid building over any line,
definitely a line that did not belong to ne.

And then there's -- there's two nore
lines that are planned in there. |It's the -- the
wat er di sposal expansion project. W do know that as

t he project advances, that we're going to -- we, you
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know, we're going to have volunme that'll exceed the --
the first line.

So that line'll have to go in. And
t hen probably the nost pressing line in my mnd right
nowis the gas line. W're finalizing the gas
contract with a gas gatherer that would redline
contract and sent it back and forth that we -- we hope
to have that finalized.

And then really as soon as that's done,
|"ve got to start putting in ny gas gathering |ines.
And as M. Beal had said, you know, we're trying to
keep themin that one corridor to -- to reduce surface
di sturbance and really trying to do our best job with
the Angel famly.

MR. MCCLURE: And it's possible | may
have nmi sunderstood you, then, because | had thought
that you'd nentioned that you guys or that BTA had
al ready maybe noved sone of their pad or did sonething
on their facility in preparation to the current |ines
| thought was what you were getting at.

Maybe | was -- did | conpletely
m sunder st and you?

MR. EATON: | -- | believe -- may --
yes.

MR. MCCLURE: Okay. GCkay. Thank you.
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| retract that line, then. | don't believe |I have any
nore questions. Thank you, M. Eaton.

Thank you, Ms. Oth.

Thank you, Ms. Hardy.

THE HEARI NG OFFI CER:  Thank you.

Ms. Thonpson, do you have questions of
M. Eaton?

M5. THOWPSON:  Yes.

M. Eaton, |I'mjust kind of going back
over your email conmunications with Texas Standard.
What was the response that they had when you | guess
first reached out to them about potentially your
concerns with their proximty?

MR. EATON: Let's see. | wote that
we're the operator of the Vindicator Canyon state
unit, described, you know, the |lands of the unit and
that they had permtted the state wells 1H t hrough 4H
on Section 21, which interfere with the devel opnent of
t he canyon state unit.

And BTA is requesting that these
| ocati ons be noved off of the Vindicator Canyon state
uni t.

M5. THOWSON: And then so with their
response, they pretty nuch said that they would end up

| osing a | arge anount of footage if they did nove
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their surface locations. Correct?

MR. EATON: That is what he stated.
Yes.

M5. THOMPSON: Do you find that by
relocating the surface | ocations that you would | ose a
significant portion of the proposed unit?

MR. EATON:. O their unit?

M5. THOWPSON:  Yes.

MR. EATON: | wouldn't call it
significant. You know, as | said, that by using
I ndustry standard back-builds, you know, they can
back-build to the section line just as we are planning
on doing. And then depending on their dog rate
severity -- dogleg severity as they drill the curve.

And then it al so depends on how far up
the curve they want to conplete. That has becone
anot her kind of industry practice of, you know, this
Penn shale is a thick interval. And -- and you know,
our practice is -- as | said, industry practice, you
know, as you come up the curve as long as you're in
zone, a |lot of parties still conplete through there.

M5. THOWPSON: And anot her questi on.
You could correct me if I"'mwong. |'mnot sure if |
m sheard earlier. But did Texas Standard or BTA

change the | ocations you said of the surface |ocations
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fromgoing from like, north to south versus south to
north?

MR. EATON: That was where at -- when
we first started, call it these two rows of the
devel opnent, which woul d have been | ast year, we
t hought we wanted to do it in mle-and-a-half wells.
Si nce then, we've gathered nore | ogs, nore pilot |ogs
t hat have hel ped us understand the geology a little
bit better.

We've al so got a better understandi ng
of the land. So those two things, we decided to dril
this as two mles. Those mle-and-a-half wells were
I ndeed south to north. But then once we decided to go
north to south, that's when we had finalized the
production corridor plans.

So | placed our locations north to
south to be right next door to ny production corridor,
the infrastructure in order to reduce surface
di st ur bance.

M5. THOWSON: Okay. So those woul d
reduce surface disturbance and also gain you froma
one-and-a-half to a 2-mle lateral ?

MR. EATON: That is correct.

MS. THOWPSON: |f Texas Standard were

to switch their orientation of their wells, would they
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be able to gain back that proposed footage that they
said they would lose if they had to nove their surface
| ocati ons?

MR. EATON:. There's no reason they
shouldn't be able to. | knowin their testinony, they
claimthey're unable to.

M5. THOMPSON: | don't think |I have any
further questions at the nonent.

THE HEARI NG OFFI CER:  Thank you, Ms.
Thonpson.

Ms. Hardy, do you have any redirect?

M5. HARDY: Just one very quick
questi on.

REDI RECT EXAM NATI ON
BY MS. HARDY:

Q M. Eaton, in your opinion, if Texas
Standard | ocated its wells on its | ease and
back-built, would it be able to produce up to the
100-f oot set back?

A Yes.

M5. HARDY: Thank you. That was ny
only questi on.

THE HEARI NG OFFI CER: All right. Thank
you.

Any reason not to excuse M. Eaton?
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M5. HARDY: | don't think so.

THE HEARI NG OFFI CER: Al |l right.

MR. BRUCE: Nope.

THE HEARI NG OFFI CER: Thank you very
much, M. Eaton, for your testinony.

It is 2:56. |'mhoping we can take a
short break before we turn to M. Bruce's
presentation.

MR. BRUCE: That's fine.

THE HEARI NG OFFI CER: W cone back at
3: 107

MR. BRUCE: Sounds good.

M5. HARDY: Thank you.

THE HEARI NG OFFI CER:  All right. Thank
you very much.

(OFf the record.)

THE HEARI NG OFFI CER:  All right. W
are back after a short break. W turn nowto M.

Bruce's presentati on on behalf of Texas Standard

Oper at i ng.

M. Bruce? M. Bruce? | think you're
muted. | see the red m crophone next to Call-In User
8. | believe you are Call-In User 8. Can you unnute

fromyour end?

Mar | ene, can you unnmute M. Bruce?
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M5. SALVIDREZ: [|I'mtrying to unnute
him and it is not letting ne.

THE HEARI NG OFFI CER: Oh, there.

MS. SALVI DREZ: I --

THE HEARI NG OFFI CER: There it is.

MR. BRUCE: Yeah --

THE HEARI NG OFFI CER: M. Bruce?

MR. BRUCE: | was doubly nmuted, so |
had to hit several different buttons. Okay. Yes,
Madam Chair. | amwlling to proceed. And | would
call as ny first witness Matt Roberson, whose | ast
name is spelled RO B-E-R-S-ON.

THE HEARI NG OFFI CER:  All right. Thank
you.

MR. BRUCE: And M. Roberson --

THE HEARI NG OFFI CER: Do we have M.
Roberson on the phone? |s that the case?

MR. BRUCE: He should be online. Yes.

THE HEARI NG OFFI CER: Let's see. |
have a bl ack screen here for M. Roberson.

MR. ROBERSON: |I'mtrying to change the
caner a.

THE HEARI NG OFFI CER: All righty.

MR. ROBERSON: There we go.

THE HEARI NG OFFI CER: There you go.

Page 270

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



© 00 N oo o b~ wWw N

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

VWHEREUPOQN,
MATT ROBERSON
call ed as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothing but
the truth, was exam ned and testified as foll ows:
THE HEARI NG OFFI CER:  Thank you.
Go ahead, M. Bruce.
DI RECT EXAM NATI ON
BY MR. BRUCE:
Q Yeah. Just briefly upfront, M. Roberson,
where do you reside?
A M dl and, Texas.
Q And who do you work for?
A Texas Standard O | Operating, New Mexico, or
Texas Standar d.
Q And what is your job with Texas Standard?
A ['"'m a | andman.
Q And have you previously testified before the

di vision and been qualified as an expert petrol eum

| andman?
A Yes. | have been.
Q And does your area of responsibility at

Texas Standard include this part of southeast New
Mexico in which this case is concerned with?

A It does.
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Q And are you famliar with the land matters
pertaining to this particular application?

A Yes. | am

Q And was Exhibit 1 and the attachnents
prepared by you or under your supervision?

(TSO Exhibit 1 was marked for
i dentification.)

A Yes. They were.

Q And do you adopt that as your witten
testi nony?

A | do.

Q And so | won't go through the whol e
testinony outlined in detail, but | would Iike to ask
you sone questions that have cone up during the
testimony of BTA's witnesses. First of all, does
Texas Standard have an intent to drill on an unl eased
state tract?

A No. We do not.

Q And so except the southwest corridor of
Section 9 is unleased, it would have to be put up for
nom nati on, and then you can proceed with getting a
well unit approved for that, or you could sinply drill
1-mle laterals in Section 16 w thout further
approval. |Is that correct?

A That's correct. Either option works.
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Q And let's get into this just briefly. BTA,
as you know, is the operator of the Vindicator unit.
Now, the northwest quarter of Section 21, did your
original drilling plans for your wells originally
I ncl ude part of the northwest quarter of Section 217

A Yes. They did.

Q At that point, it was not in the Vindicator
unit. Am | correct?

A Correct. It was not.

Q And Texas Standard actually filed pooling
applications to pool wells that included Section 9,
Section 16, and Section 21 land. Am| correct?

A That is correct. Yes.

Q And then BTA decided to include it in the
Vi ndi cator unit. And at that point did Texas Standard
stand asi de?

A Yes. That is correct.

Q So they decided to | eave Texas -- and your,
Texas Standard's application to force pool |and well
units, including Section 21, was filed before Section
21, the northwest quarter of Section 21 was added to
the unit. AmI| correct?

A | believe so. Yes.

Q And but Texas Standard backed off. They

wanted to cooperate with BTA. Didn't they?
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A That's correct.

Q And so you revised your drilling plan to
only include lands in Section 16 and 97

A Yes.

Q Now regardi ng the | ease on the sout hwest
quarter of Section 9, you're not disputing that the
state |land office issued an order or a letter
termnating the | ease?

A That's correct.

Q Did Texas Standard go and appeal that

deci si on?

A We did.

Q But regardl ess of the outcone, did Texas
St andard acquire that | ease from Chevron, | believe?
O was it Chevron -- no.

A It was XTO - -

Q XTO or Exxon?

A Or Exxon.

Q So at that point, the pooling order was
unnecessary. |Is that a fair statenment?

A That i1 s.

Q And so Texas Standard could drill whatever
wells it wanted. It was not limted to the well in
t he pooling order?

A That's correct.
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Q So Texas Standard changed its drilling plans
and decided to change around at |east one of the well
| ocations. Am| correct?

A Yes. | believe so.

Q Let ne see. When Texas Standard was in the
process of perneating its wells, did it have any

know edge of BTA's planned water and gas pipelines?

A No. | don't believe so.
Q So they never infornmed you of those?
A No.

Q And | know they submtted a plat with the
new proposed water pipeline on it. Now, today, they
said there's a gas pipeline, too. You had no

know edge of that either until today. D d you?

A | did not. No. Not.

Q And by "you," | nmean Texas Standard. In
goi ng through your affidavit, like |I said, |'m not
going to go through it in detail. | think there's a

fewlines in there that you answer, but | would rather
ask M. Young about them In your surface use
agreenent, you have a surface use agreenent with the

Angel Ranch or however you want to termthem |

al ways - -
A -- with the --
Q -- thinking of themas the --
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A -- Angel famly. |Is that correct?

Q And that is marked your attachnment B to your
affidavit. Correct?

(TSO Exhibit 1-B was nmarked for
I dentification.)

A | believe that is correct.

Q And so Texas Standard has the right to use
t he surface and the ranch, whatever the entity is, is
fully aware of your plans to use the surface in the
nort hwest quarter of Section 217

A Yes. They are.

Q And in choosing your locations, did you
taken into account the vertical wellbores in the north
hal f, northwest quarter of Section 21? | think
they're the Turner well bores, | think.

A That's correct. W did.

Q Let me see if | have anything else | want to
go over with you. Based on what you know of the |and
ownership in the drilling situation here, is the
deni al of BTA' s application in the interest of
conservation, the prevention of waste, and the
protection of correlative rights?

A Yes. It is.

Q Maybe one final question, sir. |1Is there

anything el se preventing BTA fromnoving its surface
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| ocati ons that you know of ?
A No. Not that | know of.
MR. BRUCE: Thank you, M. Roberson.
Madam Chair, | nopve the adm ssion of
Exhibit 1 and attachnents A through D of that exhibit.
(TSO Exhibits 1-A and 1-C were marked
for identification.)
THE HEARI NG OFFI CER:  Ckay.
Ms. Hardy, any objection to Exhibit 1
Wi th attachments?
MS. HARDY: No objection.
THE HEARI NG OFFI CER:  All right.
They're adm tted.
(TSO Exhibits 1 and 1-A through 1-D
were received into evidence.)
And do you have questions of M.
Rober son?
M5. HARDY: | do have a few.
THE HEARI NG OFFI CER:  Ckay.
M5. HARDY: Thank you.
CROSS- EXAM NATI ON
BY MS. HARDY:
Q M. Roberson, when you referred earlier to
the prior pooling application that Texas Standard

w t hdrew, Manzano was actually the unit operator of
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the Vindicator unit at that tine. s that correct?
A That's correct. Yes.

Q Okay. So Manzano had included Section 21 in

the unit before BTA assuned operatorship. |[Is that
correct?
A | believe that's correct. |It's been a while

since |'ve | ooked at that.
Q Ckay. Wth respect to the surface
facilities, BTA already has a water pipeline there.
s that correct? |s that your understandi ng?
A Yes. Now it is.
Q Ckay. And the Turner wells, of course, are
al ready existing at their current |locations. Correct?
A Yes.
Q And | think you said that Texas Standard

considered the | ocation of the Turner wells in its

pl anning. |Is that correct?
A We did.
Q They are not included in the anti-collision

reports, though. Are they?

A No. | believe those were just for the
hori zont al .

Q Okay. In Paragraph 7 of your affidavit
states that the state land office started term nation

proceedi ngs. Correct?
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A | think so.

Q But in fact, the state land office did
term nate the lease. |Is that right?

A Yes.

Q Ckay. And Texas Standard has appeal ed t hat
or asked for reconsideration?

A Yes. We're in the process. Yes.

Q So there's no determ nation on that issue at
this point?

A It is not -- yeah. |It's not final yet.

Q And you don't know what the determ nation
wll be. Do you?

A No. | don't.

Q Okay. And if Texas Standard doesn't
prevail, then the acreage woul d be unl eased, and Texas
St andard woul d either have to reacquire it, or someone
el se would reacquire it. |Is that correct?

A Yes. Only the southwest quarter of Section

Q Okay. So and | know you've said that you
acknowl edge that Texas Standard can't drill on an
unl eased state tract. Right?

A Correct.

Q Okay. So if it doesn't obtain the | ease

back, it can't drill the -- well, let nme ask the
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guestion this way. Currently, Texas Standard can't

drill the wells as they are permtted?

A As of now, no. No, we cannot.

Q I n Paragraph 8 of your affidavit states it
wll be easier to place Texas Standard's surface
| ocati ons on BTA's unit. |s that correct?

A Yes. That's correct.

Q Ckay. But there are no conflicting surface

facilities on Texas Standard's | ease. Are there?

A No. | don't believe there are.

Q And Texas Standard woul d need to tenporarily
shut in and plug its wells while BTA is fracking. |Is
that correct?

A | believe so.

Q And if you can | ook at your Exhibit C, which

| think is a plat that you have attached to your

af fidavit.
A Yeah. Just a second. Let ne --
Q Sure.
A Okay.

Q And that plat doesn't show all of BTA's
surface facilities in this area. Does it?

A Well, I'"mnot sure because |'m finding out
about new surface facilities recently. So | thought

it did.
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Q It doesn't show Texas Standard's surface

facilities, either. Does it?

A No. | don't believe it does.

Q And it doesn't show BTA' s vertical wells.
Does it?

A No. | don't think so.

Q In response to one of M. Bruce's questions,

| believe you stated that you weren't aware of
anything that prevented BTA fromnoving its surface
hol e |l ocations. |Is that correct?

A l'"msorry. M Wbex froze for just a
m nute, and | m ssed that.

Q Sure. I'll repeat it. | believe you
testified in response to one of M. Bruce's questions

that you weren't aware of anything that would prevent

BTA fromnoving its surface hole | ocations. |Is that
correct?

A That's correct.

Q But BTA already has surface facilities in

this area. Doesn't it?

A Sure. Yes. They do.

Q And the Turner wells already exist at this
| ocati on. Correct?

A Yes. The Turner wells exist.

M5. HARDY: Okay. Those are all of ny

Page 281

Veritext Lega Solutions

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




© 00 N oo o b~ wWw N

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

guestions. Thank you.

THE HEARI NG OFFI CER:  All right. Thank

you.
M. MC ure, do you have questions of
M . Roberson? You're nuted, | believe.
MR. MCCLURE: |'m sorry about that.
Yes. | was nuted. And yes, | do have sone questions,

Ms. Orth. M. Robinson [sic], when was that state

| ease revoked for the southwest quarter of Section 9?

MR. ROBERSON: | would like to say that
was in January or Decenber of '22, | believe.
MR. MCCLURE: Okay. | think earlier

testinmony not fromyourself was Novenmber of 2022.
Does that sound right to you, or do you think it may
be --

MR. ROBERSON: That does sound --

MR. MCCLURE: -- Decenber instead?

MR. ROBERSON: | don't have that
timeline pulled up right now, but that does sound
right.

MR. MCCLURE: OCkay. So around that
time frame, | guess?

MR. ROBERSON: End of the year.

MR. MCCLURE: Okay. Do you know when
t hese APDs, these four APDs were submtted to the
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Di vi si on?

MR. ROBERSON: | do. Well, | have the
approval dates here, which shows February 27th. So.

MR. MCCLURE: Okay. And |I've seen
those. | just didn't -- | believe the signature on at
| east one of them was, |ike, February 20-sonething.
wasn't sure if it was the sanme way on all four of them
or not though.

MR. ROBERSON: Okay. Yeah. | -- |
haven't | ooked at that recently, so | can --

MR. MCCLURE: | guess there around
about February, though, of 2023. Does t hat sound
right to you?

MR. ROBERSON: Yes. It does.

MR. MCCLURE: Now, at or around about
February of 2023, did TSO have a nmission fromthe
state land office to drill across the sout hwest
gquarter of Section 97

MR. ROBERSON: Not at that noment. We
were still in works of this appeal with them

MR. MCCLURE: | guess are you aware
that the first Part A of the horizontal well rule,
that being 19-15-16-15 requires that an operator shall
have the consent of at | east one working interest

owner or unleased m neral interest owner of each tract
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I n which any part of the horizontal well or gas well's
conpleted interval will be |ocated?

And this is prior to submttal of an
APD. Were you aware of that provision in the
adm ni strative code?

MR. ROBERSON: No. | was not. So
we' |l | anend.

MR. MCCLURE: Okay. | guess noving on,
| think Ms. Hardy may have ki nd of asked the question,
and | think I sort of m ssed the answer. Does TSO
currently have infrastructure around about the
northern area of Section 21 currently?

MR. ROBERSON: No.

MR. MCCLURE: Ckay. |In regards to that
CP, the conpul sory pooling order for the west half of
Section 16 and sout hwest quarter of Section 9, based
off M. Bruce's questions earlier, is that conpul sory
pooling order no | onger needed? Are there no |onger
any force pool ed parties then?

MR. ROBERSON: Well, | guess after --
after we were -- after we received the pooling order,
we were going ahead with our plans. And then that's
when XTO decided to turn aside.

So at that point, we just decided to go

ahead and -- and lay down our permts the normal way,
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| guess you'd say, rather than using the conpul sory
pooling order. Does that --

MR. MCCLURE: Well, | was going to say,
my specul ati on based off that answer is that there's
no | onger any nore forced persons --

MR. ROBERSON: Oh, that --

MR. MCCLURE: -- | guess is ny
specul ation correct? There's no |onger any force
pool ed persons anynore?

MR. ROBERSON: Absol utely.

MR. MCCLURE: Ckay.

MR. ROBERSON: Yes. Correct.

MR. MCCLURE: Now, earlier it sounded
li ke you -- let me back up a second here. | guess the
Section 21 being a part of the Vindicator unit, were
you not aware that is was a part of the Vindicator
unit prior to submtting the APDs, or were you aware
of that?

MR. ROBERSON: We were aware of that.
Yes.

MR. MCCLURE: Okay. Okay. Does the
same surface owner, does he also own land in the south
part of Section 16, or is the edge of his property the
border between Section 16 and Section 217

MR. ROBERSON: Yes. He owns -- he owns
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the surface covering 16, all of 16.

MR. MCCLURE: So | guess would it be
problematic to be able to renegotiate with himin
order to nove your surface |locations to the south end
of Section 167

MR. ROBERSON: | don't believe so.

MR. MCCLURE: | think ny other
questions may be better directed for M. Young. So |
t hank you, M. Robinson [sic].

Thank you, M. Bruce.

Thank you, Ms. Orth.

THE HEARI NG OFFI CER:  All right. Thank
you.

Ms. Thonpson, do you have questions of
M . Roberson?

M5. THOWPSON: | have no questions at
this tine.

THE HEARI NG OFFI CER:  All right.

M. Bruce, do you have any redirect?

MR. BRUCE: Just very, very briefly.

REDI RECT EXAM NATI ON
BY MR. BRUCE:
Q M . Roberson, the pooling hearing that you
had, that was nonths before the | ease cancellation

noti ce was 1 ssued. |s that correct?
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A That's correct. | believe it was Septenber.
Q And | nmean, you got an assignnment from Exxon
or XTOregardless. But isn't it true that even before
t he assignnent, Exxon and XTO did not object to you
filing APDs that they were willing to go along with
the project?
A That is correct. Yes.
MR. BRUCE: Thank you.
THE HEARI NG OFFI CER: Thank you, M.
Bruce. |s there any reason why M. Roberson should
not be excused? No?
MR. BRUCE: No.
THE HEARI NG OFFI CER: AIl right. Thank
you very much, M. Roberson.

You can call your next wi tness, M.

Bruce.

MR. BRUCE: Yes. | call Craig Young,
Y-O U-N G

THE HEARI NG OFFI CER: Al l right. Thank
you.
VWHEREUPOQN,

CRAI G YOUNG,
called as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothi ng but

the truth, was exam ned and testified as foll ows:
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THE HEARI NG OFFI CER: Thank you very
much.
Go ahead, M. Bruce.
DI RECT EXAM NATI ON
BY MR. BRUCE:
Q M. Young, where do you reside?
A Fort Worth, Texas.
Q And who do you work for, and in what
capacity?
A I'"'mthe vice president of operations for

Texas Standard Operati ng.

Q And have you previously testified before the
Di vi si on?

A | have.

Q And were your qualifications as an expert

operati ons engi neer accepted as a matter of record?

A Yes.

Q And what type of experience do you have
drilling as an operations engineer? How nmany years
and in what areas have you done that? Perm an Basin.
Any ot her areas?

A Right. Let me just give you a quick
rundown. | graduated from Texas Tech University. |
spent 16 years with Marathon O Conpany. And | spent

ten years with EOG Resources, predomnantly in the
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west Texas area, drilling New Mexico, Texas, but also

spent sone tine offshore international, Al aska.

So and nost of those were in drilling -- all
of those were in drilling-related supervisory jobs.
Q And approxi mately how many years' experience
do you have as a drilling operations engi neer?
A Forty-two years.
Q You're al nost as old as ne, M. Young. Does

your area of responsibility at Texas Standard incl ude
this particular area of southeast New Mexico?

A Yes. |t does.

Q And are you famliar with the drilling
matters pertaining to BTA's application to rescind
Texas Standard's APDs?

A Yes.

MR. BRUCE: Madam Chair, | tender M.
Young as an expert operations engineer.

THE HEARI NG OFFI CER:  Thank you.

Ms. Hardy, any objection?

MS. HARDY: No objection.

THE HEARI NG OFFI CER: He is so
recogni zed.
BY MR. BRUCE:

Q M. Young, your affidavit is, you know, a

few pages | ong. And you attached a bunch of matters
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toit. Ws this affidavit prepared by you or under
your supervi sion?

A Yes.

Q And do you adopt this as your testinmony?

A Yes. | do.

Q And are the attachments, which run fromA-1
t hrough E, were those either prepared by you under
your supervision or conpiled from conpany records?

A Yes. O conm ssioned records in -- in the
case of permts for BTA

Q Okay. Starting off -- and I'Il ask you sone
nore just like | did with M. Roberson, sone nore

detail ed questions. But what is your general

conclusions regarding the drilling of BTA's wells
together with the drilling of Texas Standard' s wells?
A In conclusion, our wells will not interfere

with them Now, there's two potential interferences.
One i s surface. On the surface issue, we can work

around nobst i ssues.

In fact, if you | ook at the correspondence
t hat was issued that was presented in exhibit -- from
BTA, you will see, you know, we say, "Let's sit down.

We'd be happy to work with you and address these
concerns.” So you know, if there are surface concerns

wth the line, that's great. W can nove things
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around.

They portrayed our pad on their plots as
being in the mddle of the pad. That's not correct.
We're about 75 feet fromthe north end. So we don't
extend across their flowline that's there. W saw
that. We do not extend on their pads. W do not
interfere with their facilities.

Yes, we wll have to reroute that road that
turns in there, but Texas Standard is prepared to do
that at our cost to -- to reroute that road so that
everybody has full access to what's there.

Q And that's a good point about cost. | nean,
Texas Standard is willing to assune the cost of doing
what ever i s reasonably necessary to avoid any
conflicts between the parties. |Is that a fair
st atenent ?

A Yes. Now -- oh, I'"'msorry. Go ahead.

Q No, go ahead.

A | was going to say, that's -- you know, on
t he surface, we can nobve that around. It's not really
as portrayed by the drawi ngs. W -- when we went out

and surveyed, we were on |ocation. W saw what's
there. We pulled off far enough to get it done, far
enough to stay out of their stuff.

Now, the new proposed two new pipelines is
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sonething that's kind of newto ne as of this hearing.
But we can even work through that. And | suspect, you
know, the timng is a little bit coincidental that al
of the sudden they're noved to the north about the
time they figured out we permtted our wells.

But you know, there -- there can be sone
rerouting with really no additional cost. So the
surface is just a matter of people working together to
get that done. And | think that's going to becone a
nore and nore in the -- as operators get closer
t oget her.

The other is down hole interference can also
be an issue.

Q Okay. But let nme ask just a general
guestion. You know, BTA said sonething about Texas

St andard has not conpleted any wells in New Mexico.

A Yeah.
Q -- whet her --
A -- |I'"ve conpleted nore than their conpany

has, so | used to work for EOG running 26 rigs.

prom se you, we have plenty of experience in New

Mexi co.

Q It's not the age of the conpany or the
number of wells they have conpleted to date. It's the
experience of the personnel. 1Is it not?
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A Absol utely.

Q Let me just go into just a few nore things.
And since you brought it up, the supplenental exhibit
that BTA filed here | guess yesterday -- | didn't see

it until this nmorning. But you know, you enmiled M.

Eaton on March 2 -- that's about three nonths ago --
to say, "Call nme. We'll discuss these issues. Let's
work around them" in essence --

A No - -

Q Did you ever --

A Yeah. BTA' s requesting that these | ocations
be noved off the Vindicator state unit.

Q Yeah. And we'll get into that in a m nute,
but do you consider that practical?

A It's better for us if we can stay on that
unit. It will maxim ze our horizontal penetration for
our |lease. And --

Q Okay.

A -- I'"I'l divert here just a second. They
said, "Well, you can use back-build and still get
within 100 foot of the lease line." You cannot do
that. It takes 500 feet to make the turn.

And say well, if you conplete up, for
exanple, the wells they've permtted, you're going to

be 300 -- over 300 foot south of the |lease tine by --
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by the tinme you even get into where their unit is. |
mean, you're |osing acreage. And you know, our
responsibility is to try to use as nuch of that
acreage as we can.

Q And that |eads into sonething. Regardless
of whether you, Texas Standard, ends up drilling a
1-mle lateral or a l-and-a-half mle |ateral, one of
the factors that is involved is maxim zing the | ateral
|l ength. |Is that correct?

A Absol ut el y.

Q And i nsofar as the southwest quarter of
Section 9 goes, you don't want to be drilling, say,
fromthe west half of Section 9 because there's a
fault up in the north half of Section 9.

A That is correct. W see a fault just
runni ng about the m ddle of the section. So when --

Q You can't --

A -- if you start drilling there and come down
and you connect with that fault, it can cause you
t renendous anmount of probl ens.

Q It's not only inpractical. |It's you're not
bei ng a reasonabl e operator doing that.

A Correct.

Q And but getting back to the suppl ement al

exhi bit, you said, "Hey, give ne a call, and we'l
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di scuss that." Did BTA ever call you since March 2
about discussing these matters?

A No. | just got a second emmil, and in there
again, it says, you know, there are both
surface-rel ated concerns and there are
subsurface-rel ated concerns. And the best solution is
to nove our stuff off their |ease.

And ny response to that was, you know, to
fully develop the tract we have, it's necessary for us
to be south of the location line. |If you'll send us
your surface and subsurface devel opment plans, we w ||
see what we can do to work through any concerns you
may have.

Q And so you need a surface | ocation or
| ocations in Section 21 to maxim ze the |lateral |ength
of Texas Standard's wel | bores?

A Yes.

Q Let nme go through ny list here. Another
thing is BTA saying, well, your APDs don't state what
the original APD neant, but since the force pooling
order is no longer an issue, you can | ocate whatever
wel I s you want wherever you want now insofar as the
| ateral portion of the wellbore goes. |Is that a
correct statenent?

A Yes.
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Q And then they state that Texas Standard's
wells are in the sanme correlative interval as BTA's
wells. In your affidavit, you state, although they
are in the upper Penn -- they're all in the upper
Penn. Correct?

A They're in the Pennsylvanian. W -- and
nomencl ature can be subject here. But in that
particul ar shale, we divided up into an upper Penn and
a | ower Penn. Mnzano, who they purchased that from
and BTA appear to develop the |ower Penn. W are in
principle targeting the upper Penn.

So that's where those differences cone from

Now, it's hard to see that on the permts because

we're going to drill a pilot hole, and we'll have the
exact depths of those formations. We'll know
perfectly where everything is. And so that -- that's

kind of the issue.

You know, subsurface unit from structure
maps and those things get you close, but typically,
they target the lower. W -- we -- we are |looking to
devel op the upper.

Q And what is the vertical difference?
A It depends on the area, but 400 foot
approxi mately.

Q So it's not 30 feet, |ike what they were
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t al ki ng about ?

A No.

Q |"mgoing to go to a few other itens here.
And | think there's two exhibits in their package, but
this is toward the end of their exhibit package, their
Exhibit C1 showi ng the alleged cl oseness of the
wel | bores.

I think it's also maybe Exhibit B-1 or
sonething like that. But |ooking at M. Eaton's
Exhibit C1, it looks to ne if you just | ooked at
this, you d think these wells were a few yards apart.
s that the case?

A No. Not at all. And I'Il -- 1'"Il get into
exact nunbers when we get into the interference --

wel | bore interference and collision avoi dance part of

this.

Q Ckay. But if you can't get a reasonable
surface location, will it lead to shorter laterals 