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1 (11:00 a.m.) 

2 EXAMINER EZEANYIM: At t h i s time I c a l l 

3 Case Number 15088, a p p l i c a t i o n of Mewbourne O i l Company 

4 f o r a nonstandard o i l spacing and p r o r a t i o n u n i t and 

5 compulsory p o o l i n g , Eddy County, New Mexico. 

6 C a l l f o r appearances. 

7 MR. BRUCE: Mr. Examiner, Jim Bruce of 

8 Santa Fe representing the Applicant. 

9 I have two witnesses. The geologist i s 

10 Mr. Cless, who has been p r e v i o u s l y sworn and q u a l i f i e d , 

11 but I do have a d i f f e r e n t landman. 

12 EXAMINER EZEANYIM: Okay. Any other 

13 appearances? 

14 Okay. Who i s the new -- has he been sworn 

15 in? 

16 MR. BRUCE: Corey M i t c h e l l . 

17 EXAMINER EZEANYIM: Corey M i t c h e l l , could 

18 you stand up, s t a t e your name and be sworn, please. 

19 THE WITNESS: Corey M i t c h e l l . 

20 EXAMINER EZEANYIM: You may proceed, 

21 Counsel. 

22 COREY MITCHELL, 

23 a f t e r having been f i r s t duly sworn under oath, was 

24 questioned and t e s t i f i e d as f o l l o w s : 

25 
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1 DIRECT EXAMINATION 

2 BY MR. BRUCE: 

3 Q. Mr. M i t c h e l l , who do you work f o r and i n what 

4 capacity? 

5 A. I work f o r Mewbourne O i l Company as a landman. 

6 Q. Have you pr e v i o u s l y t e s t i f i e d before the 

7 Division? 

8 A. Yes, s i r . 

9 Q- And were your c r e d e n t i a l s as an expert 

10 petroleum landman accepted as a matter of record? 

11 A. Yes, s i r . 

12 Q. And are you f a m i l i a r w i t h the land matters 

13 involved i n t h i s case? 

14 A. Yes, s i r . 

15 MR. BRUCE: Mr. Examiner, I tender 

16 Mr. M i t c h e l l as an expert petroleum landman. 

17 EXAMINER EZEANYIM: So q u a l i f i e d . 

18 Q. {BY MR. BRUCE) Mr. M i t c h e l l , could you i d e n t i f y 

19 E x h i b i t 1 and discuss the w e l l and the w e l l u n i t we're 

20 here f o r today? 

21 A. E x h i b i t 1 i s a Midland Map Company land p l a t 

22 showing Township 26 South, Range 27 East. On here 

23 h i g h l i g h t e d i s our p r o r a t i o n u n i t , along w i t h our 

24 proposed w e l l , which covers the east h a l f - e a s t h a l f of 

25 Section 22, as w e l l the east h a l f - e a s t h a l f of Section 
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1 27 . 

2 Q. And t h e s u r f a c e l o c a t i o n w i l l be i n S e c t i o n 15 

3 t o t h e n o r t h , c o r r e c t ? 

4 A. Yes, s i r . 

5 Q. W i l l t h e e n t i r e i n t e r v a l o f the -- p r o d u c i n g 

6 i n t e r v a l o f t h e w e l l be orthodox? 

7 A. Yes, s i r . 

8 Q. And, a g a i n , i s t h i s a Bone S p r i n g t e s t ? 

9 A. Yes, s i r . 

10 Q. I n o t i c e s e v e r a l l o c a t i o n s here o u t s i d e t h e 

11 w e l l u n i t . Are s u r f a c e l o c a t i o n s here sometimes 

12 d i f f i c u l t t o o b t a i n ? 

13 A. Yes, s i r . 

14 Q. Would you i d e n t i f y E x h i b i t 2 f o r the Examiner? 

15 A. E x h i b i t 2 i s our t r a c t ownership f o r t h i s w e l l 

16 and p r o r a t i o n u n i t and a l l t h e p a r t i e s t h a t are 

17 p a r t i c i p a t i n g , as w e l l t h e p a r t i e s we are seeking t o 

18 p o o l . They are not e d w i t h an a s t e r i s k next t o t h e i r 

19 name. T o t a l i n t e r e s t b e i n g p o o l e d i s . 796876 p e r c e n t . 

20 Q. And t h e two p a r t i e s are Co r e x c a l , which i s 

21 C-O-R-E-X-C-A-L, and P e t r o r e p , Inc.? 

22 A. Yes, s i r . 

23 Q. And r e f e r r i n g t o E x h i b i t 3, what i s the s t a t u s 

24 o f those two p a r t i e s ? 

25 A. These p a r t i c u l a r companies are d e f u n c t 
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1 companies t h a t went under i n 1972, or at l e a s t that was 

2 the l a s t t r a i l we could f i n d on them. 

3 Q. So at t h i s p o i n t , they've been out of the 

4 records f o r over 40 years? 

5 A. Yes, s i r . 

6 Q. Has Mewbourne force pooled these two companies 

7 i n other w e l l s i n the past? 

8 A. Yes, s i r , we have. 

9 Q. And so has Mewbourne searched the records, the 

10 county records, I n t e r n e t , et cetera, i n order to t r y to 

11 locate these two p a r t i e s ? 

12 A. Yes, s i r , we have. 

13 Q. And t h a t ' s been done over a period of w e l l over 

14 a couple of years now, at t h i s p o i n t , I be l i e v e ; i s t h a t 

15 correct? 

16 A. Yes, s i r . 

17 Q. And s t i l l no luck i n f i n d i n g them? 

18 A. Correct. 

19 Q. I n your opinion, has Mewbourne made a 

20 g o o d - f a i t h e f f o r t t o attempt t o locate Corexcal and 

21 Petrorep, Inc.? 

22 A. Yes, s i r . 

23 Q. What i s E x h i b i t 4? 

24 A. E x h i b i t 4 i s ou r AFE f o r t h i s w e l l , w h i c h shows 

25 t h e e s t i m a t e d w e l l c o s t f o r d r i l l i n g and c o m p l e t i n g . 
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And what i s the f i n a l w e l l cost of the 

2 completed well? 

3 A. I t i s $7,726,900. 

4 Q • And i s t h i s cost reasonable and comparable to 

5 those of other h o r i z o n t a l w e l l s d r i l l e d i n t h i s area? 

6 A. Yes, s i r . 

7 Q • And t h i s i s a two-mile l a t e r a l , so i t i s more 

8 expensive than the other w e l l s Mewbourne has been 

9 d r i l l i n g i n t h i s area? 

10 A. Correct. 

11 Q- Does Mewbourne request t h a t i t be named 

12 operator of the well? 

13 A. Yes, s i r . 

14 Q- And what overhead rates does Mewbourne request? 

15 A. We are requesting 7,500 a month f o r d r i l l i n g 

16 and $750 a month f o r producing. 

17 Q- And are those costs reasonable and i n l i n e w i t h 

18 the costs of other w e l l s d r i l l e d -- other w e l l s of t h i s 

19 type d r i l l e d i n t h i s area by Mewbourne and other 

20 operators? 

21 A. Yes, s i r . 

22 Q- And are those the numbers t h a t are set f o r t h i n 

23 Mewbourne1s JOA? 

24 A. Yes, s i r . 

25 MR. BRUCE: Mr. Examiner, E x h i b i t 5 i s 
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s i m p l y t h e A f f i d a v i t o f P u b l i c a t i o n from t he Carlsbad 

2 paper as a g a i n s t t h e two p a r t i e s b e i n g p o o l e d . 

3 EXAMINER EZEANYIM: Okay. 

4 Q. (BY MR. BRUCE) What i s E x h i b i t 6, Mr. M i t c h e l l ? 

5 A. E x h i b i t 6 i s a l i s t o f t h e o f f s e t ownership. 

6 Q- And were a l l o f the o f f s e t s g i v e n n o t i c e o f 

7 t h i s a p p l i c a t ion? 

8 A. Yes, s i r . 

9 Q. And i s t h a t r e f l e c t e d i n the A f f i d a v i t o f 

10 N o t i c e marked as E x h i b i t 7? 

11 A. Yes, s i r . 

12 Q. Mr. M i t c h e l l , were E x h i b i t s 1 t h r o u g h 7 e i t h e r 

13 p r e p a r e d by you o r com p i l e d from company busine s s 

14 r e c o r d s ? 

15 A. Yes, s i r . 

16 Q. And i n your o p i n i o n , i s the g r a n t i n g o f t h i s 

17 a p p l i c a t i o n i n t h e i n t e r e s t o f c o n s e r v a t i o n and the 

18 p r e v e n t i o n o f waste? 

19 A. Yes, s i r . 

20 Q- And i f I d i d n 1 t ask i t , do you re q u e s t t h e 

21 maximum 200 p e r c e n t r i s k charge a g a i n s t nonconsenting 

22 owners? 

23 A. Yes, s i r . 

24 MR. BRUCE: Mr. Examiner, I ' d move the 

25 a d m i s s i o n o f E x h i b i t s 1 t h r o u g h 7? 
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1 EXAMINER EZEANYIM: E x h i b i t s 1 t h r o u g h 7 

2 w i l l be a d m i t t e d . 

3 (Mewbourne O i l Company E x h i b i t Numbers 1 

4 t h r o u g h 7 were o f f e r e d and a d m i t t e d i n t o 

5 evidence.) 

6 MR. BRUCE: And I have no f u r t h e r q u e s t i o n s 

7 of t h e w i t n e s s . 

8 CROSS-EXAMINATION 

9 BY EXAMINER EZEANYIM: 

10 Q. I n the Bone S p r i n g p o o l , do you know t h e p o o l 

11 name? 

12 A. Yes, s i r . I t ' s t h e Hay Hollow Bone S p r i n g 

13 p o o l , and t h e p o o l code f o r t h a t i s 30215. 

14 Q. The API number, do you have t h a t ? 

15 A. Yes, s i r . I t i s 3001541430. 

16 Q. 3001542 what? 

17 A. 3001541430. 

18 Q. You are j u s t c o n f u s i n g me. A f t e r I s t o p a t 5, 

19 what i s t h e l a s t f i v e d i g i t s ? 

20 A. I t i s 41430. 

21 Q. 42? 

22 A. No. 41430. 

23 Q. I don't want t o mess up t h e s o c i a l s e c u r i t y 

24 [ s i c ] o f t h i s number. Okay. Very good. 41430. 

25 So i f you had found these two guys, we 
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1 wouldn't be here, r i g h t ? I f you had found these two, 

2 c o r r e c t , Corexcal and Petrorep, you wouldn't be here, 

3 because you wouldn't be p o o l i n g them? 

4 A. Correct. Correct. 

5 Q. Okay. And you have been pooling them i n a l l 

6 your w e l l s , r i g h t ? 

7 A. Yes, s i r . 

8 Q. Well, t h a t 1 s what the s t a t u t e says. You have 

9 t o continue t o pool them even though they don't e x i s t 

10 anymore f o r however many years you continue t o pool 

11 them. Okay. So you d i d due d i l i g e n c e . 

12 What happened? You sent n o t i c e t o the 

13 attorneys [ s i c ] , and they returned i t -- returned your 

14 n o t i c e , r i g h t ? 

15 A. Yeah. We sent n o t i c e t o the l a s t addresses we 

16 could f i n d . And then we d i d searches through the 

17 Secretary of State i n the l a s t s t a t e s , and we were 

18 unable t o f i n d any leads on them. 

19 Q. Let's go back t o -- anyway, I t h i n k you are not 

2 0 the person f o r me t o ask t h i s question. You may step 
21 down. 

22 A- Thank you. 

23 EXAMINER EZEANYIM: C a l l y o u r n e x t w i t n e s s . 

24 MR. BRUCE: C a l l Mr. C l e s s . 

25 EXAMINER EZEANYIM: T h i s i s t h e t h i r d t i m e . 
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1 That 1s good. 

2 NATE CLESS, 

3 a f t e r having been p r e v i o u s l y sworn under oath, was 

4 questioned and t e s t i f i e d as' f o l l o w s : 

5 DIRECT EXAMINATION 

6 BY MR. BRUCE: 

7 Q. Mr. Cless, could you i d e n t i f y E x h i b i t 8 f o r the 

8 Examiner? 

9 A. Yeah. E x h i b i t 8 i s an isopach map on the Lower 

10 2nd Bone Spring Sand i n t e r v a l i n t h i s area. I've also 

11 h i g h l i g h t e d a l l of the 2nd Bone Spring Sand -- 2nd Bone 

12 Spring h o r i z o n t a l w e l l s t h a t have been d r i l l e d . Those 

13 are a l l h i g h l i g h t e d w i t h the green wellbore, and then 

14 the ones t h a t we have production on have the blue c i r c l e 

15 on them. Y o u ' l l see there are a number of other 

16 w e l l s - - h o r i z o n t a l wellbores i n t h i s area. There are a 

17 bunch of d i f f e r e n t horizons t h a t are being targeted, 

18 anywhere from the Wolfcamp up t o the Avalon Shale. But, 

19 again, I've h i g h l i g h t e d -- a l l the 2nd Bone Spring Sand 

2 0 w e l l s are h i g h l i g h t e d i n green. 

21 You can see t h a t there are east-west wells 

22 t h a t are d r i l l e d i n Section 16 and Section 19, but then 
23 a m a j o r i t y of the other w e l l s d r i l l s are a l l 

24 north-south, as w e l l as our proposed w e l l , which we are 

25 d r i l l i n g north-south i n t h i s area. 
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1 Q. And there are a number of h o r i z o n t a l wells t h a t 

2 e i t h e r d r i l l e d or proposed t h a t are e i t h e r a mile and a 

3 h a l f or two miles i n length? 

4 A. Yes, s i r . I t seems l i k e whenever people get 

5 the o p p o r t u n i t y t o d r i l l longer l a t e r a l s , they're 

6 s t a r t i n g t o do th a t these days. 

7 Q. What i s E x h i b i t 9? 

8 A. E x h i b i t 9 i s a two-well cross section of the 

9 two proposed o f f s e t w e l l s t o our h o r i z o n t a l t h a t we're 

10 going t o be d r i l l i n g . So the 2nd Bone Spring Sand 

11 i n t e r v a l and -- the 2nd Bone Spring Sand i s 

12 approximately 400 to 500 feet t h i c k i n t h i s area. Our 

13 t a r g e t area w i l l be c a l l e d the "2nd Bone Spring Sand 

14 Brown Sand." That's j u s t an i n t e r n a l designation we 

15 give t o t h i s p a r t i c u l a r i n t e r v a l . I t ' s h i g h l i g h t e d w i t h 

16 the two brown l i n e s . 

17 You can see across t h i s i n t e r v a l -- I guess 

18 the two wel l s t h a t -- the two v e r t i c a l w e l l s are the 

19 w e l l s i n 14M, j u s t near our surface l o c a t i o n , and then 

20 the w e l l i n 4D i s going t o be our bottom-hole l o c a t i o n . J 

21 And you can see the gross i n t e r v a l across t h a t span i s j 

22 very consis t e n t , as w e l l as the amount of p o r o s i t y . The 1 

23 p o r o s i t y seems t o be p r e t t y consistent at about 12 or 13 

24 percent, and we're es t i m a t i n g we're going t o add about 

25 60 t o 70 percent of p o r o s i t y throughout our p r o r a t i o n 
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1 u n i t . 

2 Q. And based on what you've presented, the 2nd 

3 Bone Spring i s present across the w e l l u n i t ? 

4 A. Yes, s i r . 

5 Q. And w i l l each qua r t e r - q u a r t e r s e c t i o n 

6 c o n t r i b u t e more or less equally t o production? 

7 A. Yes, s i r . 

8 Q. And what i s E x h i b i t 10? 

9 A. E x h i b i t 10 i s the production t a b l e of the 2nd 

10 Bone Spring Sand h o r i z o n t a l w e l l s i n t h i s p a r t i c u l a r 

11 area. I've h i g h l i g h t e d four d i f f e r e n t w e l l s . The two 

12 we l l s t h a t are h i g h l i g h t e d i n green are two east-west 

13 w e l l s , and then the two w e l l s h i g h l i g h t e d i n orange are 

14 two north-south w e l l s t h a t I want t o p o i n t out. 

15 And then r e a l l y what we're seeing i n t h i s 

16 area i s t h a t both going east-west and north-south, both 

17 d i r e c t i o n s seem t o be working r e l a t i v e l y s i m i l a r -- very 

18 s i m i l a r t o each other. Looking at the two east-west 

19 w e l l s , the f i r s t one i s the Concho Cluster State Com 3H. 

20 I t was d r i l l e d i n September of 2012, and i n t h a t time 

21 period, i t made 91,000 b a r r e l s of o i l . 

22 And then i f you look down at the two 

23 north-south w e l l s , these are a l l - - a l l of these wells i n 

24 t h i s area are d r i l l e d by Concho. The f i r s t one i s the 

25 Way South State Com #2H. I t was d r i l l e d i n August of 
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1 2012, so about the same time as the Cluster State. And 

2 i t ' s made 83,000 b a r r e l s -- 82.6 thousand b a r r e l s of 

3 o i l . And so i t ' s very comparable t o the Cluster State. 

4 And then i f you look at the SRO State 

5 Unit#18H, i t was d r i l l e d i n September 2012. So, again, 

6 i t was d r i l l e d at the same time as the Cluster State. 

7 And i n t h a t time p e r i o d , i t made 109,000 b a r r e l s of o i l . 

8 So we're seeing good r e s u l t s both going north-south or 

9 east-west i n t h i s area. 

10 Q. And f i n a l l y , what i s E x h i b i t 11? 

11 A. E x h i b i t 11 i s j u s t our h o r i z o n t a l w e l l plan 

12 given t o us by the D i r e c t i o n a l D r i l l i n g Company. I t 

13 shows where w e ' l l k i c k o f f , our landing p o i n t and then 

14 where our f i n a l bottom hole w i l l be. The t o t a l depth of 

15 t h i s w e l l w i l l be 17,791 f e e t , w i t h a TVD of 7,588. 

16 And, again, t h i s w i l l be a two-mile l a t e r a l . 

17 Q. And, again, the productive i n t e r v a l w i t h the 

18 wellbore w i l l be at orthodox locations? 

19 A. Yes. Our f i r s t p e r f o r a t i o n w i l l be 330 from 

20 the no r t h and 660 from the east of Section 22. 

21 Q. For a two-mile l a t e r a l , how many completion 

22 stages are you proposing? 

23 A. I be l i e v e we're going t o run a plug-and-perf 

24 completion, and so I'm not 100 percent sure on how many 

25 p e r f o r a t i o n s w e ' l l use. But th a t ' s the f i n a l [ s i c ] 
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1 completion t h a t we're going t o run on t h i s w e l l . 

2 Q. Were E x h i b i t s 8, 9, 10 and 11 prepared by you 

3 or compiled from company business records? 

4 A. Yes, s i r . 

5 Q. I n your opinion, i s the gr a n t i n g of the 

6 a p p l i c a t i o n i n the i n t e r e s t of conservation and the 

7 prevention of waste? 

8 A. Yes, s i r . 

9 MR. BRUCE: Mr. Examiner, I'd move the 

10 admission of E x h i b i t s 8 through 11. 

11 EXAMINER EZEANYIM: E x h i b i t s 8 through 11 

12 w i l l be admitted. 

13 (Mewbourne O i l Company E x h i b i t Numbers 8 

14 through 11 were o f f e r e d and admitted i n t o 

15 evidence.) 

16 MR. BRUCE: I have no f u r t h e r questions of 

17 the witness. 

18 EXAMINER EZEANYIM: Thank you. 

19 CROSS-EXAMINATION 

20 BY EXAMINER EZEANYIM: 

21 Q. Mr. Cless, go t o your E x h i b i t Number 8. I can 

22 see your proposed w e l l . That other two-mile proposed 

23 w e l l i n t h a t Section 27, who i s d r i l l i n g those 

24 two-mile -- who i s proposing t h a t well? 

25 A. That i s Mewbourne. We plan on d r i l l i n g those. 
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1 Q. Oh, you are planning -- okay. But you haven't 

2 d r i l l e d them. You plan t o . 

3 A. We haven 11 d r i l l e d those y e t . 

4 Q. So you have a l o t of i n t e r e s t between 22 and 

5 27? You own most of the i n t e r e s t i n Sections 22 and 27? 

6 A. Yes, s i r . 

7 Q. And then you want t o d r i l l most of i t w i t h 

8 two-mile h o r i z o n t a l s ? 

9 A. Yeah. Again, we're seeing more and more people 

10 d r i l l longer l a t e r a l s and having b e t t e r 

11 Q. Oh, yeah. 

12 A. r e s u l t s w i t h the longer l a t e r a l . Anywhere 

13 th a t we can d r i l l two miles, we t r y t o do i t . 

14 Q. Yeah. Okay. I mean, I can see three w e l l s 

15 proposed. Maybe a d d i t i o n a l or more we l l s w i l l d r a i n 

16 those two sections. 

17 A. Yeah. We plan on d r i l l i n g a l l of 22 and 27. 

18 Q. What i s your m o t i v a t i o n f o r moving i n th a t 

19 d i r e c t i o n , 22 and 27? 

20 A. I don't know o f f the top of my head. That 

21 would be something t h a t our landman would have t o 

22 answer. 

23 Q. And i n the way you 've proposed the w e l l , most 

24 of the working i n t e r e s t d i d n ' t obj ect because of your 

25 demonstrat ion o f whether i t ' s east-west or no r th - sou th . 

PAUL BACA PROFESSIONAL COURT REPORTERS 
2ef4eb08-16fb-4706-a570-886859003456 



Page 17 

1 Really i t doesn't matter which way you do i t . 

2 A. That's r i g h t . 

3 Q. They're a l l productive. But I'm t r y i n g t o see 

4 how those 22 and 27 are developed. I t h i n k i t ' s q u i t e 

5 c l e a r t h a t you can do two miles. 

6 A. Yes. 

7 Q. And l e t 1 s go to your cross s e c t i o n , E x h i b i t 

8 Number 9. 

9 A. Uh-huh. 

10 Q. This i s i n t e r e s t i n g . I j u s t saw t h a t . You 

11 s t a r t e d w i t h "Top of 2nd Bone Spring Sand." That i s 

12 c a l l e d 2nd Bone Spring Sand. Then "Top of 2nd Bone 

13 Spring Orange Sand," and then brown sand and brown sand. 

14 I s t h a t --

15 A. Those are j u s t i n t e r n a l designations t h a t we 

16 give. We tend t o -- I mean, you can see t h a t there are 

17 many - - I guess we can c o r r e l a t e d i f f e r e n t markers 

18 throughout the area. 

19 Q. Yes, I can see t h a t . 

20 A. And so i t ' s j u s t i t 1 s j u s t something we do. 

21 And I'm sure a l o t of companies break up these sands 

22 i n t o smaller i n t e r v a l s . 

23 Q. I f I look at the orange sand between the brown 

24 sand and the brown sand, they are prospective there. I f 

25 you look at the -- you know, the top of the Bone Spring 
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1 orange sand and brown sand, but meanwhile you are 

2 t a r g e t i n g t he brown sand, brown sand? 

3 A. Yeah. 

4 Q. Does t h a t sand l o o k brown? 

5 A. No ( l a u g h t e r ) . I t ' s j u s t , i n s t e a d o f d o i n g A, 

6 B, C o r D, we'11 sometimes use d i f f e r e n t c o l o r s . 

7 Q. Okay. Thank you v e r y much, Mr. Cless. No more 

8 q u e s t i o n s . 

9 EXAMINER EZEANYIM: At t h i s p o i n t , Case 

10 15088 w i l l be t a k e n under advisement. 

11 (Case Number 15088 concludes, 11:17 a.m.) 
12 
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