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PRE:HEARING STATEMENT

'This Pre-Hearing Statement is submitted by Montgomery and Andrews, P.A. (J. Scott

'A":VHall Sharon T. Shaheen) on behalf of Nearburg Exploration Company, L.L.C., SRO2 LLC, and

SRO3 LLC (“NEX”).
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COG OPERATING LLC COG OPERATING LLC’s ATTORNEYS
Michael H. Feldewert
Jordan L. Kessler
Holland & Hart, LLP
Post Office Box 2208
Santa Fe, NM 87504-2208
mfeldewert@hollandhart.com
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STATEMENT OF THE CASE

Applicants seek an order determining that COG Operating LLC (“COG”) did not have
the right to permit, drill, or produce two two-mile long lateral wells that COG drilled and
completed in the Bone Spring formation from surface locations in Section 17 onto
unconsolidated and unpooled lease acreage owned by Nearburg Exploration Company in the
W/2 of Section 20, Township 26 South, Range 28 East, NM.P.M., in Eddy County, New
Mexico. The wells are the SRO State Com 043H (API 30-015-41141) located in the W/2 W/2 of
Sections 17 and 20 (“043H”) and the SRO State Com 044H (API 30-015-41142) located in the
E/2 W/2 of Sections 17 and 20 (“044H”). Both wells were drilled to and completed in the 2nd
Bone Spring Sand, Hay Hollow Bone Spring Pool (30215). Applicants further seek an order
requiring COG to account and pay to Applicants the amounts of production proceeds they are
entitled to in the absence of pooling, without recovery of well costs or expenses. Applicants also
seek cancellation of the application for permit to drill the COG SRO State Com 069H Well (API
30-015-43093) projected to be drilled to the 3rd Bone Spring formation in the E/2 W/2 of
Sections 17 and 20, T-26-S, R-28-E. Applicants will seek the removal of COG and designation
of Nearburg Producing Company as the operator of the SRO State Com 016H well (API 30-015-
38071) producing from the Avalon member and located entirely on NEX’s lease in the W/2 W/2

of Section 20, T-26-S, R-28-E. Applicants will address the past and ongoing violation of NEX’s



correlative rights and will ask the Commission to bring all three of the producing wells 'intQ‘
- re_guqudry compliance. |
- In related cases 15481 and 15482 before the Division, COG sought an’ order (1)
i."retro'actively approving of two non-standard, 320-acre spécing and proration units in theW/2of
= ;»;.Section 17 and the W/2 of Section 20, Township 26 South, Range 28 East, NMPM,Eddy
. County, New Mexico; and (2) pqoling all mineral intérests in the ane ‘Spring' fonnatlon
q;iderlying this aéreage. COG did not seek Commission review of cases‘ 15 48_1 and 1548:'2:'. . e
. In addition, Applicants provide below the factual background, legal argument,and B

o authorlty regarding the issues raised by the Application.

PROPOSED EVIDENCE

NEXS WITN}ESSES EST.TIME | EXHIBITS =l
o RandyHoward, Landman 2 V2 hrs.. | 32 i
‘ g Mlchaelanﬁn, Petroleum Engineer ) 20 min, - |  '5¥ '
" WITNESSES SUBPOENAED BY NEX ESTTIME | EXHIBIS - L
' j Aéfbi;’Myers 1 hr. ' |

;B'rgnt:i,Sawyer ' 1 hr.

L.
Key Background Facts

" The parties have stipulated to certain facts, filed concurrently. In addition, NEX Will‘ ) |
) 'offér?evidénce at hearing that establish the following facts.
1. NEX is the owner of New Mexico State Oil and Gas Lease No. V-74"5:0-'00'01:-'§(‘;the~

' "'“‘an.s_:c”) comprised of the W/2 of Section 20, T-26-S, R-28-E.




2. NEX term-assigned its lease acreage in Section 20 to Marbob, effective Julyl, .

‘ 2009, reserving an overriding royalty interest.! The Term Assignment was limited to-a term that"
- extended only so long as the Lease was subject to the Unit Agreement. After the“'Leas‘_e.;,\}_\'Ias -

-+ added to the Unit on August 1, 2009, it was designated as Tract 26.

3. The Unit Agreement, by its own terms, did not become effective untiklg‘approvai'_hy -

the: Commissioner and the Division. On June 12, 2009, the Division approved the -S:RC'):S.tatef '-

Explératory Unit established by the Unit Agreement (Order No. R-13136). The~'D'i{/is'idn’s"
‘ ‘-.approval did not become effective until the Commissioner of Public Lands approved the Umtj",
Agreement The Commissioner approved the commitment of the Lease and other lands effectlve

August 1, 2009.

> 4.-  NEX term-assigned its lease acreage in Section 20 to Marbob, effectlve July 1 ,

N Z,OOQ,rreservmg an overriding royalty interest.> The Term Assignment was limitéd to a terrn_ thatf k
_eXte_hded‘only so long as the Lease was subject to the Unit Agreement. After the 'I_,ea(se" was “

: added to the Unit on August 1, 2009, it was designated as Tract 26.

5. COG initiated the process of terminating the Unit Agreement in OCtober>2013-. )

6. Effective March 1, 2014, COG voluntarily terminated its right to-drill andjprddy’ce

oil and gas from the Lease.?

: ‘7'; When the Unit Agreement terminated on March 1, 2014, all parties agree that the'

' NEX Marbob Term Assignment terminated automatically.® The lease acreage in Sectlon 20

fs1mu_ltaneous1y reverted to NEX.

. },‘ NEX Hearmg Exhibit 2.
2 Id -

3 NEX Hearmg Exhibit 9.
g NEX- Hearmg Exhibit 16.



8. Five days after having voluntarily terminated its right to drill on NEX’s Lease i

COG ﬁled C-102s for the SRO State Com 043H well and for the SRO State Com 044H well 3

9. COG certified and filed these C-102s without an updated title opmlon on the

" former SRO Unit wells.®

10.  In July 2014, NEX received a proposed communitization agreement from COG'I -

- Theday that NEX received that proposed agreement, NEX’s Randy Howard called COG’sKelly s

: ‘Fuchik and explained that NEX could not agree to the'communitization agreement beCausej the‘,? ,-

' . Term ASsigﬁrhent had expired. Further, NEX expressly told COG that COG wis not auth‘orizned

to.fo_berate on NEX’s Lease.

; R 11.  In spite of the Term Assignment’s expiration and NEX’s expressrefusal to - -
."e'xe'cﬁ'té the: communitization agreement and assertion that COG had no right to.‘o}‘)'e’rate'.on.'
NEX’s Lease COG spud 043H on August 2, 2014. COG stlll did not have an updated t1tle"" ;

' .5'-'opmlonfon the SRO Unit wells. At no time prior to August 2, 2014, did COG prov1de NEX L

w1th “wr1tten notice of the proposed operation, spec1fy1ng the work to be. performed” (mlﬂ c

‘ accordance w1th the Operating Agreement) nor d1d COG provide NEX with 24- hour not1ce ofsﬂ -

spuddmg (as requlred by the then- termmated Term Ass1gnment) Neither did COG seek D1v1s1on ‘o

j approval of a-non-standard spacing and proration unit or obtain the requisite authonzatlon to

produce the 043H well. 19.15.15.11.B. NMAC.

s NEX Hearmg EXhlbltS 28 and 29. R

» 6 NEX Hearmg Exh1b1t 35A (March 20, 2014 email from COG’s Brent Sawyer — “our title lawyer s’ currently o
- workmg on getting supplementary opinions for each individiial well’s proration unit, since the SRO state: umt has ‘

termmated”)
.~ I NEX Hearing | Exh1b1t 10.

8 NEX Hearmg Exhibit 40, (Nov. 3, 2014, COG’s Brent Sawyer tells NEX that “we are still waltmg on the 0p1n10n(s)

for the SRO Operatmg Agreement wells which calculate everything on a well by well basrs ).



12.  COG received a drilling title opinion on other wells in the SRO Unit on October
8, 2014. That drilling title opinion made clear to COG that all of the interests under the Lease
had reverted back to NEX.’

13, COG spud 044H on October 10, 2014. At no time prior to October 10, 2014, did
COG provide NEX with “written notice of the proposed operation, specifying the work to be
performed” (in accordance with the Operating Agreement) nor did COG provide NEX with 24-
hour notice of spudding (as required by the then-terminated Term Assignment). When 044H
was drilled, COG had title opinions that informed it that the Term Assignment (and therefore,
COG’s right to drill) had expired.

16.  Throughout these periods, COG did not inform NEX that it had drilled any wells
on the former unit other than certain Avalon wells.

II.

Points and Authorities

An operator seeking to permit a well must have a good faith claim to title and the right to
drill on the lands involved at the time a well is drilled. COG cannot establish that it satisfied
either element. At the May 4, 2016 hearing before the Division, COG asserted that its actions
were justified based on a “good faith belief that it had the right to drill’ the 043H and 044H
wells at the time. COG misstates the standard. Nonetheless, even if COG’s misstated standard
applied, COG cannot satisfy it—COG had no good faith belief that it had the right to drill.

A. COG Held No Right, Title, or Interest in Section 20.

To invoke the Division’s compulsory pooling authority, an applicant must have the “right

to drill.” NMSA 1978 §70-2-17 C. Further, an applicant for a permit to drill “must have a good

9 NEX Hearing Exhibits 20 and 23.



* faith claim of title.” Order No. R-12108-C, Rehearing, Findings § 8(c) (December 9, 200‘%}).119}_ In.
: ,tbiSi-inetance, COG had neither. |

| ’An interest in an oil and gas lease is an interest in real estate. See Angle v. Slayte‘r’r,‘- 102

" 'N.M. 521, 523, 697 P. 2d 940, 942 (1985). Real property laws, therefore, govern COG}S’ c1a1m |
to title. |

When COG finalized the termination of the Unit. Agreement, COG lost any vest‘-iéé; 6f an

lgintere,st to the Lease. On March 1, 2014, SRO State Exploratory Unit terminated; andNEX’s

mterest in the Lease automatically reverted to NEX.!! COG’s title in Sectidn 20 :‘was-nbt ‘:free |

| from' any encumbrances burdens, or otber 11m1tat10ns -and was neither clear nor marketable |

| g IXSee Black’s Law Dictionary, 1522 (8th ed. 2004). See also Campbell v. Doherty 53 N. M 280

"_,_fi286 206 P 2d 1145, 1148 (1949) (“a ‘marketable title’ is not subject to such reasonable doubt as-

:' would ‘create a just apprehension of its validity in the ‘mind of a reasonable, prudent and{

i

‘- 'rntelllgent p‘erson.”).

. B. COG has no good faith claim to title in the Lease.

B An applicant for a permit to drill must have a good faith claim to title. See Order No
_ R-l 1700 B. COG does not have record title. Neither can it reasonably claim that 1t had a goodi" :
) ._'f-_fa_ltb_clann.to' trtle at the time the wells were drilled.

“Title” to real property is evidenced by a conveyance “which shall be subscribea'j.‘bj}'the
person transferring his title or interest in said real estate, or by his legal agent or attorney”
NMSA 1978 § 47-1-5. See Kysar v. Amoco Production Co., 135 N.M. .767 93P3d 1272
- _;.."(2004) L1kew1se NMSA 1978 § 37-1-21 requires a claimant to hold or claim “by v1rtue of a

-fdeed or deeds [of] conveyance, ... purporting to convey an estate in fee srmple.  See *alSO-d’

'0 Apphcatlon of Prxde Energy Company for Cancellation of a Drilling Permit and Reinstatement of a. Dnllmg
‘ Perrmt ‘etct,'Lea County, New Mexico; Case No. 13153 de novo.
!' NEX Hearing Exhibit 20 — COG’s own title opinion.




Quarles v. Arcega, 114 N.]M. 502 (Ct. App. 1992). Therefore, a claim to title must be bd“sjedﬁeﬁjh‘
written deed, with a legal description contained therem that is easily ascertainable-on the ground ”
See Esquibel v. Hallmark, 92 N.M. 254 (1928); Cox v. Hanlen, 1998-NMSA-015; thter-Walker
Co. v. Bellz 46 N.M. 125 (1942). |

- As gthe New Mexico Court of Appeals has pointed out, Black’s Law chtlonarydeﬁnes
“tltle” as: “The union of all elements- (as ownership, possession, and cutvtody) ‘c'on.sti‘tutt'n‘githe
’vl‘e‘g‘c‘fll '-right tti)‘,control and dispose of property; the legal link betweenr a‘ p’er;ivqr'iKWho o’tvns

. p%qurty and the property itself.” Santa Fe County Bd. of County Comm’rs v. Town of

Edgewood, ‘2004-NMCA-1 11 (quoting Black’s Law Dietiotiarv at 1493).
: "‘,',"Nl_either the NMOCD nor the New Mexico courts have defined what exactly it means to

- have a ‘5'good faith claim to title.”  One Washington court, in the context of adverse poééeSsion,

B 'f;fh;i's;',erti\euk)itedi “claimant must have an honest belief, ‘based on reasonable grounds; that-he or

. she'has" acquired a valid legal title.” Williams v. Striker, 627 P.2d 590, 29 Wash. App. 132

- (1981) ’Case law originating from the Texas Railroad Commission also establlshesthat an.

’-;s_-.:a}')'plxi’caﬁt‘.»fefa permit to drill must make “a reasonably satisfactory showing:of a godd.‘fz{ith: l'

_t;;_{._clalm of ownershlp ” Magnolia Petroleum Co. v. Railroad Comm’n, 170 S W. 2d 189 (Tex
1943) ‘A ﬁndmg of a good faith assertion of title must be based on substantial ev1dence |

*-N_ew Mexico does not adhere to a single definition of good faith, recogn1z1ng thatthe

.‘ concept étriSes in a variety of disparate situations. See Ambassador Ins. Co. v. St Paul Fzre & ..

- Marme Ins, Co., 102 N.M. 28, 31, 690 P. 2d 1022, 1025 (1984). In light of New Mex1co s

| analys1sof “good faith belief” in other areas of the law, it appears that the legal‘deﬁmtlon 'of .

th".,:ge”od falth is a belief based upon a reasonable assessment of the facts. See, e.g., State V. Stzrtell1ez {-

“1"88 N M 378,382, 540 P. 2d 858, 862 (1975) (“by a good faith belief, we mean a reasonable




beljef, ’one (restjng on a reasonable assessment of the facts”); Fife v. Barnard, 186 F. 2d 655, 660
S 0thC1r 1951) (good faith in asserting color of title in an adverse possession case 'mus't"fbe
-based upon an honest belief based on reasonable grounds).

' Avreas‘o’na‘ble assessment of the facts in this case would have easi‘ly_.ynncoyered (and -
actually didwdncover) that the Term Ass'_ign'rnent rights had terminated. COG.“cann‘o‘t eXﬁlain how
tne‘idéﬂ-well:&as drilled without a drilling.ti_tle opinion, COG’s own title oniniOns,' received at

:tleastt"tijétiice't.)efore either well was completed, emphasized to COG what it already knew: it no

' longerhad an interest in Section 20 as of,Mareh 1; 20‘14. ‘In addition, prior to spudding'tne 043H
' and044H wel‘ls,.NEX had refused to agree to a communitization agreementﬁand-.expressly told
COG it.,nad no’right to operate on NEXs Lease
COG may have hoped that it was geing to worit out something with NEX, but that is. not

,--¢

« r'ood fa1th claim to title.” In order to meet the. standard COG had to actually believe it had

1 i-acqutred an 1nterest in title. In light of NEX’s express objections and COG’s own lawyers
"‘re‘co‘gm”zmg it did not actually have title, any clalm to t1tle by COG is unreasonable under the
| b.{facts»‘gf this case and does not meet a good fa1tht standard.

:C.; _ Apphcable Regulatory Law Precedent

In Przde Energy, the Oil Conservatron Commlsswn citing to Order No. R-11700- B 12."
;Tsald “[t]hat an applicant for permit to drill must have a good faith claim of t1t1e ” Order No R- ‘.
7_12108 C F1nd1ngs 9 8(e) (December 9, 2004). The agency then establlshed a spec1ﬁc
admrnlstratlve procedure to make a determination whether or not a good faith: clalm of t1tle

- eXiSts:

‘ 2 Case No 12731 Appltcatton of TMBR/Sharp Drilling, Inc. For An Order Staying David H.- Arrmgton Oil: and

Gas Inc ‘From' Commencmg Operations, Lea County, New Mexico; Case No. 12744, Appltcatton of TMBR/Sharp

. -‘Drlllmg Inc. Appealing The Hobb's District Decision Approval Of Two Applications For A Permtt To: Drtll f Ied by
TMBR/Sharp Drilling, Inc., Lea County, New Mexico.



“(f) Although the Division can and should cancel an APD when it properly

determines that no such good faith claim exists (as the Commission determined,

based on a District Court judgment, in Order No. R-11700-B), it should not make

that determination, which necessarily cannot be made on the face of the APD or

from Division records, without first giving the Applicant notice and an

opportunity for a hearing. Although the Division doubts that the right conferred

by an approval of an APD is properly characterized as “property,” it nevertheless

concludes that such approval confers rights that should not be revoked

arbitrarily.” Order No. R-12108-C, q 8.

The Division and Commission followed this procedure in the TMBR/Sharp case, where,
after the administrative challenge to Arrington’s APD’s, TMBR/Sharp Drilling was able to
prove-up that it had title to support the issuance of its APD’s. Further, Order No. R-11700-B in
the TMBR/Sharp case set forth the two criteria under which the Division may make a
determination of a properly or improperly approved APD: “It is the responsibility of the
operator filing an Application for a Permit to Drill to do so under a good faith claim to title and a
good faith belief that it is authorized to drill the well applied for.” Order No. R-11700-B, Finding
9 28 (April 26, 2002).

In 2007, the Commission clarified Pride and made clear that its findings related to the
order of approval (pooling then APD or APD then pooling) only applied before work began —
“[the Commission] did not find that an operator could actually drill a well on acreage in which it
had no interest before the Division or Commission decided a pooling application.”!*  There,
Chesapeake drilled a well on acreage it did not have an interest in. The Commission went on to

state: “An Operator shall not file an application for permit to drill or drill a well unless it owns an

interest in the proposed well location or has a right to drill the well as stated in Division Form

13 Application of Samson Resources, Kaiser-Francis Oil Company and Mewbourne Oil Company for Cancellation of
Two Drilling Permits and Approval of a Drilling Permit, Lea County, New Mexico, Case No. 13492; Application of
Chesapeake Operating, Inc. for Compulsory Pooling, Lea County, New Mexico.; Case No. 13493, de novo
(consolidated), Order No. R-12343-E, Conclusions 9 30, (March 16, 2007).

10



C-102.” Order No. R-12343-E, Conclusions 9 33 (March 16, 2007). The Division’s Form C-102.
.now provides for Operator Certification:
“I hereby certify that the information contained herein is true and
complete to the best of my knowledge and behef and that this organization either
~owns a working interest or unleased mineral interest in the land including the
proposed ‘bottom hole location(s) or has a rzght to drill this well at this location
pursuant to a contract with an owner of siich a mineral or working interest, or to
a voluntary pooling agreement or a compulsory poolmg order heretofore entered
by the Division.” :
Prior to drilling, Samson had elected to participate in the well and had approved an authorization
for eg(rpenditl;lres‘. Samson rescinded both of thdse before Chesapeake drilled the well. Beeause
the off:lease vertical well on that tract had already been drilled and completed by the time the
case was heard, the Commission’s solution in-part was to remove Chesapeake as operator. Order
L No '-R-12343-E, Conclusions { 3.

NEX’s positi'or'l in this matter is similar to Samson’s. COG owns no interest in Section

20 'NEX did not enter into to an »Operating Agreement with COG. Even if the Examin'ers‘.:ﬁnds

.that NEX is bound by the Operating Agreement in July 2014, NEX expressly told COG that

,-'ECOG was not authorized to operate on NEX’s Lease Like Samson, any 1mp11ed right COG

’l"{mlght have had was rescinded prior to either 043H or 044H being drilled (043H was spud on

August 2,2014).

‘ ‘In 2009 Case No. 14323!'% was one of the first disputes to come before the D1v151on

: ~"ii5ddre's‘sir,_1vg the certification of a drilling permit for a horizontal well. There, COG obtattiég th’e
D1v151on’s apptoval of an APD for a project area comprised of the S/2 S/2 of Section 11_”1;1"ji‘or _to>
: QBtaitiiﬁg-vo}untary or compulsory pooling. Order No. R-13154-A (September 21,I 2009); It wa‘sr

~ ».,undiisf)utedthat COG?’s only “ownership interest” in the S/2 SW/4 area was a contractual license

114 Application of Chesapeake Energy Corporation for Cancellation of a Permit To Drill (APD) Issued To COG
- Operating, LLC, Eddy County, New Mexico.

11




or easement to utilize the surface. Order No. R-13154-A, F1nd1ng 9 4(a). The work1ng 1nterest
- was owned by Chesapeake. Because COG proposed to complete a well in Chesapeake,s
acreage, Chesapeake sought cancellation of COG’s APD. o
The Division found its prior ruling in Chesapeake/Samson controlled and 'aecordingly .
caneelled COG’s APD. (“COG’s ownership of an easement or license authorizing its use‘, of the -
surfaeelocatilon fof _the proposed well does not distinguish‘ this case from tlie ‘case .‘deelded in
, Order\No Rf‘-’l 2343;E.because a surface easement or lieense does not, and _can'not,‘ au,th_oriaeth ¢
" dr1111ng andv\.co‘mpletion of a horizontal well in the'subsurface without the approval (actual or
! compelled) of at. least one owner of oil and gas’ rlghts in edch tract to be included in 1 the pI'O_]eCt
-area. ”) Order No. R-13154-A, F1nd1ngs 1] 12 In- th1s matter COG does not own t1tle to the
m1nerals 1n Sectlon 20, it has no contractual nght and even if it had, it was revoked before it
.gdglzled‘.the‘_'ﬁ'rst 'of the two wells.
p. ’fRight to Drill
e Even if a- “good faith right to dnll” were’ Ithe standard as COG erroneously cla1ms
COG’s rehance on the Ratification and Jo1nder of Umt Agreement and Operat1ng Agreement
. (the “Rat1ﬂcat1on”) is’ unfounded The Division’s. approval of APDs does not determme whether
- " anj;r;phcant can val1dly claim the rlght to drll. ‘It is. the‘operator s respons1b1_l1ty _to :ﬁrst' obta1n ,
| the nght actual or compelled. o
| COG appears to contend that it had the right to drill both 043H and O44H based on the
' ‘Ratihcat1on and Unit Operatlng Agreement and correction or replacement. of the1 Tenn
Ass1gnment ‘which it never achieved. The text of the Ratification, signed. by NEX on June 26,

2QO_9,’;_{do‘es not address the operating agreement. Instead, the Ratification speelﬂCall_y states ;that

12



'NEX “expressly ratifies, approves and adopts said Unit Agréement.”'> No one disputes that the - |

’ ‘Unjit“A'greement terminated. COG could not have a good faith belief in its right to drill fb_a‘s"ed-,oi_i .
an Operating Agreement that NEX was not a party to. If “good faith” means anything, 1tmust
- mean a simple reading of the Ratification. In addition, it is undisputed that COG did not follow-
* the notice requirements of the Operating Agreement before drilling 043H and 044H. COG never
'sub‘:rr'l_‘itted a well proposal or AFE to NEX for the 043H or 044H. Instead, without informing
NEX of jC“(")-‘G’s plans to drill, or the fact that COG hiad. drilled and completed:both wells, COG
atternpted to negotiate an extension of the expired term jassignment.
‘Flnally, COG'’s reliance on an extension of Term. Assignment is unfounded and COG’s
_ own actions show that this is an afterthought in an-attempt to support its improper actions. An
: ,_iVnter‘e'stfin an oil and gas lease is real p’roperty‘and:,therefore the statute of frauds applies. To
- satisfy the statute:
"~ A memorandum, in order to, make enforceable a contract within the statute, may
 be any. document or writing, formal or mformal ‘signed by the party to be’ charged
co.or by his agent actually or apparently authonzed thereunto, which’ states with -
. ‘reasonable certainty, (a) Each party to" the contract either by his own name, or by
L ,—l'-such a descriptions as will serve to. 1dent1fy him, or- by the name or- descnpt1on of
* "his-agént, and .(b) the land, goods or.-other. subJect -matter to which the. contract
f’frelates ‘and (c) the.terms -and condltlons of all the promises constituting the -
* Contract and by whom and to whoin the prom1ses are made.
'A';Pz'télck v'.'McGuz're 1947-NMSC-053, 929. There is no writing here. COG’s own'laWyersU ?
_i ‘.ﬁ_,recogmzed that if COG “considered” the Term Assignment either extended or 1n full force and
effect 1t had to get a written amendment to the Term Assignment and if it could not' the tltle
: 7:_'."~op1'r’1'1ons ’rwould._change.m COG cannot have a “good faith” basis to drill ba_sed:"on ..an all’e'gedf ‘

. "_agreement that expressly violated the statute of frauds and that its attomeys expressly requlred

b.ll-but COG failed to negotiate.

SRRt NEX Hearmg ‘Exhibit 7.
16 NEX Hearmg Exhibits 21 and 22.
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III.

Conclusnon

NEX respectfully requests that the Comm1ssmn find that in 2014, COG did not have the

rlght to perm1t or drlll the SRO State Com 043H or 044H wells onto NEX’s lease in Sectlon 20

,‘ and that COG did not have the right to, permlt the SRO State Com 069H well "NEX further

reql__lests -that COG"s applications for compulsory .poolh_ng'-be denied outnght, or approyed" oniy on

teﬁhé_ffthat are just and reasonable under these eir‘eﬁth“stan}ces? if granted.

// Stdvp( V(ﬁ/&

~J.Scott Hall

o Sharon T. Shaheen

* shall@montand.com
a :sshaheen@montand com

‘MONTGOMERY & ANDREWS P.A.
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HAYNES AND BOONE, LLP '
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2323 Victory Avenue, Suite 700
Dallas, Texas 75219
Telephone: (214) 651- ,:5_0(‘)0. :
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