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1 EXAMINER BROOKS: Very good. The docket i s , as you j 

2 a l l can t e l l , i s v e r y s u b s t a n t i a l l y reduced. At t h i s time we | 

3 w i l l c a l l Case Number 14522, A p p l i c a t i o n of Approach j 
1 I 

4 Operating LLC f o r d e s i g n a t i o n of the non-standard spacing j 
| 

5 u n i t , Rio A r r i b a County, New Mexico. 1 
6 C a l l f o r appearances. 

7 MR. HALL: Mr. Examiner, Scott H a l l , Montgomery and 

8 Andrews Law Firm, Santa Fe, appearing on be h a l f of the 

9 a p p l i c a n t Approach Operating LLC. I w i l l be p r e s e n t i n g t h i s 

10 case t o you by a f f i d a v i t t h i s morning. 

11 EXAMINER BROOKS: Okay. 

12 MR. HALL: And an a d d i t i o n a l case, which I b e l i e v e 

13 we might be able t o c o n s o l i d a t e these i n t o a s i n g l e h e a r i n g , 

14 Case 14567 -- s o r r y -- 14576. 

15 EXAMINER BROOKS: 14576, okay. 

16 MR. HALL: That case I understand Ms. Davidson had 

17 an i n q u i r y from Mr. Esqu i b e l . 

18 EXAMINER BROOKS: He a c t u a l l y f i l e d a l e t t e r i n t h i s 

19 case. I s t h e r e anyone -- i s Mr. Esquibel o r anyone 

2 0 r e p r e s e n t i n g him present t h i s morning? 

21 UNIDENTIFIED PARTICIPANT: (Raising hand.) 

22 EXAMINER BROOKS: You, gentleman j u s t by the door 

23 back t h e r e , are you appearing i n t h i s case? 

24 UNIDENTIFIED PARTICIPANT: Not t o gi v e testimony or 

25 a n y t h i n g , j u s t t o be pres e n t . 
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1 EXAMINER BROOKS: Okay. Very good. Well, i s i t 

2 your i n t e n t i o n then t o consolidate these two cases? I 

3 understand they involve d i f f e r e n t t r a c t s , d i f f e r e n t 

4 locations, so --

5 MR. HALL: Only f o r purposes of saving time. I f you 

6 f e e l the need t o issue -- I th i n k i t does c a l l f o r separate 

7 orders i n each case. 

8 EXAMINER BROOKS: Yes. Okay. Well, l e t ' s proceed 

9 separately on the two cases since they are separate land 

10 issues. I w i l l l e t you go ahead --

11 MR. HALL: W i l l do. 

12 EXAMINER BROOKS: -- with the a f f i d a v i t . You are 

13 presenting by a f f i d a v i t ? 

14 MR. HALL: Yes, s i r . Mr. Examiner, i f you w i l l look 

15 at the a f f i d a v i t before you, you w i l l see the a f f i d a v i t OF 

16 Brice Morgan i s the area landman f o r Approach Operating LLC 

17 who manages the company's New Mexico property. He indicates 

18 his f a m i l i a r i t y w i t h the properties i n t h i s p a r t i c u l a r 

19 p r o j e c t and explains that Approach i s seeking the approval of 

20 a 31.7 acre non-standard spacing u n i t which w i l l be dedicated 

21 t o the approach of Avella Sultemeier Well Number 2. 

22 That land i s located generally i n the northwest 

23 southwest of projected Section 21 i n -- what d i d I do with 

24 the township -- 28 North Fork East, Rio Arriba County, New 

25 Mexico. 
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1 By way of explanation, Mr. Examiner, t h i s 

2 a p p l i c a t i o n began as a request f o r administrative approval 

3 f o r the non-standard u n i t , as w e l l as an unorthodox we l l 

4 l o c a t i o n , and we had made a p p l i c a t i o n to the Di v i s i o n f o r 

5 t h a t . And the D i v i s i o n pointed out that a close reading of 

6 the Division's r u l e , which i s Rule 19.15.15.11 B ( l ) , provides 

7 f o r administrative approvals of non-standard u n i t 

8 applications i n those cases where there i s a variance i n a 

9 le g a l subdivision pursuant t o a survey of the United States. 

10 I n t h i s case these lands are located i n the 

11 unsurveyed portions of the Ti e r r a Amarilia Land Grant. There 

12 i s no survey there, so f o r that reason i t was f e l t t hat the 

13 case ought t o be advertised and taken to hearing. So that's 

14 why we are here today. 

16 requires operators t o employ projected surveys that r e s u l t s 

17 i n actual locations of actual section l i n e s being uncertain. 

18 Depending on whether you pr o j e c t from e x i s t i n g surveys to the 

19 south or from the east, they w i l l disagree by as much as a 

20 mile i n some cases. 

21 /And so when we use the subject l i n e -- the section 

22 l i n e s on the C-102 p l a t s , they are, at best, estimates of the 

23 actual l o c a t i o n of the section l i n e , and the size of the u n i t 1 

24 and the wel l l o c a t i o n i t s e l f , i t ' s proximity to a section 

25 l i n e are somewhat i n question. However, the well l o c a t i o n 

15 The lack of surveys i n t h i s part of the world 
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1 i t s e l f i s surveyed by l a t s and the longs, and i t s l o c a t i o n i s 

2 absolutely c e r t a i n . 

3 The administrative a p p l i c a t i o n we had i n i t i a l l y 

4 submitted t o the Di v i s i o n i s shown as Exh i b i t B, and i t i s 

5 complete, along w i t h the chec k l i s t required by the Di v i s i o n , 

6 and i t has the APDs and C-102s showing the survey p l a t f o r 

7 t h i s p a r t i c u l a r area. 

8 The we l l l o c a t i o n i t s e l f may have caused some raised 

9 eyebrows at the time as i t was 1,662 feet from the south 

10 l i n e , and then 6 feet from the west l i n e of the section. 

11 And, again, that's by v i r t u e of the uncertainty of the actual 

12 l o c a t i o n of the section l i n e s i n t h i s area. 

13 The Di v i s i o n , i n f a c t , approved the non-standard 

14 l o c a t i o n aspect of the administrative a p p l i c a t i o n , and denied 

15 without prejudice the non-standard u n i t requests f o r leave 

16 asking th a t i t be taken t o hearing f o r the reasons I 

17 explained. The order that approved the non-standard l o c a t i o n 

18 i s attached t o Mr. Morgan's a f f i d a v i t as Exhibit D. 

19 EXAMINER BROOKS: B? 

20 MR. HALL: D. And I might also explain to you, 

21 Mr. Examiner, t h i s i s one of nine w e l l l o c a t i o n permits that 

22 the company has also obtained approvals f o r from Rio Arriba 

23 County pursuant to i t s well and gas d r i l l i n g ordinance. 

24 Provisions of those ordinance d i c t a t e sub-acts from water 

25 courses, take i n t o consideration t e r r a i n , e x i s t i n g roads, et 
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1 cetera, a l l of those spectors having a l o t do with the 

2 ultimate l o c a t i o n of t h i s w e l l and the size of the 

3 non-standard u n i t as w e l l . 

4 The 31.7-acre size of t h i s u n i t i s s t i l l w i t h i n the 

5 tolerance under the Di v i s i o n rules and would have otherwise 

6 q u a l i f i e d f o r approval a d m i n i s t r a t i v e l y . We did provide 

7 notice i n t h i s case, and at the d i r e c t i o n of the Div i s i o n , we 

8 gave notice t o a l l mineral i n t e r e s t owners, i n t h i s case, 

9 unleased th a t were not otherwise owned or c o n t r o l l e d by the 

10 applicant, and n o t i f i c a t i o n went out t o the i n d i v i d u a l 

11 r e f l e c t e d on Exhibit E t o the administrative a p p l i c a t i o n , and 

12 then as shown again on the Exhibit A below t h a t . 

13 And i f you w i l l also t u r n t o Exhibit 3, the very 

14 l a s t e x h i b i t , i t i s my a f f i d a v i t i n d i c a t i n g t h a t , i n ad d i t i o n 

,15 to n o t i f i c a t i o n provided f o r the administrative a p p l i c a t i o n , 

16 we n o t i f i e d the same i n d i v i d u a l of the hearing a p p l i c a t i o n as 

17 w e l l . 

18 EXAMINER BROOKS: Okay. 

19 MR. HALL: Turning back t o Exhibit 2, that i s the 

20 a f f i d a v i t of Theodore Oldham of Ft. Worth, Texas. He i s the 

21 senior geologist f o r Approach Resources, Inc., and Approach 

22 Operating LLC, Inc. And he explains that the target f o r t h i s 

23 Avella Sultemeier Number 2 Well i s the Greenhorne member of 

24 the Mancos formation. And he has provided us with, under his 

25 a f f i d a v i t , an Exhibit A, which, again, i s a survey p l a t of 
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1 h i s non-standard u n i t and the w e l l l o c a t i o n . 

2 E x h i b i t B i s a s t r u c t u r e map of the Greenhorne 

3 member. I t shows t h i s w e l l l o c a t i o n i n p r o x i m i t y of the 

4 c l o s e s t w e l l , the Esquibel Number 1 Well, t o the south and 

5 east. 

6 E x h i b i t C i s a Mancos Shale Isopach. And then 

7 E x h i b i t D i s a type l o g f o r the area taken o f f the Esquibel 

8 Number 1 Well showing the v e r t i c a l e x t e n t of the Mancos 

9 f o r m a t i o n i n the immediate area and a l s o i d e n t i f i e s the 

10 approximate l o c a t i o n o f the Greenhorne, which again i s the 

11 t a r g e t . 

12 Mr. Oldham a l s o opines t h a t he b e l i e v e s t he Mancos 

13 f o r m a t i o n and i t s submembers are l i k e l y p r o s p e c t i v e f o r o i l 

14 p r o d u c t i o n i n t h i s area. 

15 With t h a t , I would move the admission of E x h i b i t s 1, 

16 2 and 3, and t h a t concludes our case i n t h i s matter. 

17 EXAMINER BROOKS: Okay. E x h i b i t s 1, 2 and 3 are 

18 admitted. 

19 ( E x h i b i t s 1, 2 and 3 admitted.) 

20 EXAMINER BROOKS: You show a lease l i n e on the p l a t 

21 t h a t i s E x h i b i t A t o E x h i b i t 2, and then which i s a l s o p a r t 

22 o f E x h i b i t 1. And the Esquibel w e l l , a p p a r e n t l y , i f I read 

23 these maps c o r r e c t l y , i s on the o t h e r s i d e of t h a t lease 

24 l i n e . Does Approach -- or bot h -- does Approach have leases 

25 on bot h t r a c t s ? 
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MR. HALL: I don't b e l i e v e so, Mr. Examiner. 

2 EXAMINER BROOKS: Okay. What i s the s t a t u s of the 

3 Esquibel w e l l ? 

4 MR. HALL: I t i s not producing. I do not know i f i t 

5 i s a c t u a l l y plugged. I t was w e l l d r i l l e d by Coquina. 

6 EXAMINER BROOKS: Okay. 

7 MR. HALL: I t h i n k i t ' s more than 30 years o l d . 

8 EXAMINER BROOKS: Okay. So i t ' s considered a 

9 d e p l e t e d w e l l , then? 

10 MR. HALL: Non-producing. 

11 EXAMINER BROOKS: Or i s i t dry? Did i t ever 

12 produce? 

13 MR. HALL: I do not know. 

14 EXAMINER BROOKS: Okay. I s t h e r e a n y t h i n g i n any of 

15 these a f f i d a v i t s t h a t e x p l a i n s why t h i s non-standard u n i t i s 

16 c o n f i g u r e d the way t h a t i t i s ? 

17 MR. HALL: I t ' s t o conform t o lease ownership on the 

18 east s i d e . 

19 EXAMINER BROOKS: Yeah, I assumed t h a t . I t 

20 doesn't --

21 MR. HALL: Yeah. The n o r t h e r n boundary, which i s 

22 angled, a l s o conforms t o , i t ' s my understanding, surface and 

23 m i n e r a l ownership i n b a s i c a l l y the n o r t h h a l f o f Sec t i o n 21, 

24 which the company does own the lease f o r . 

25 EXAMINER BROOKS: And you n o t i f i e d a l l the 
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i o f f s e t t i n g mineral owners? 

2 MR. HALL: Yes . 

3 EXAMINER BROOKS: Okay. We'll look i n t o t h i s . 

4 This -- I had direct e d t h i s go t o hearing, which I think 

5 c l e a r l y was appropriate down under the rules. I t represents 

6 an approach t o not -- an approach t o spacing that's very 

7 d i f f e r e n t from what we have always done i n New Mexico, but 

8 we ' l l see what paperwork they do wi t h i t . Absent anything 

9 f u r t h e r , Case Number 14522 i s taken under advisement. 

10 I n view of Mr. Esquibel 1s statement that he doesn't 

11 intend t o present any evidence, I th i n k we can incorporate 

12 the record of the hearing i n Case Number 14522 i n t o Case 

13 Number 14576, and you can add any f u r t h e r observation t o that 

14 case. So at t h i s time we w i l l take Case Number 14522 under 

15 advisement. 

16 (Concluded.) 

17 
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1 REPORTER'S CERTIFICATE 

2 

3 I , IRENE DELGADO, New Mexico CCR 2 53, DO HEREBY 

4 CERTIFY THAT ON A p r i l 28, 2011, proceedings i n the 

5 above-captioned case were taken b e f o r e me and t h a t I d i d 

6 r e p o r t i n stenographic shorthand the proceedings set f o r t h 

7 h e r e i n , and the f o r e g o i n g pages are a t r u e and c o r r e c t 

8 t r a n s c r i p t i o n t o the best of my a b i l i t y . 

9 I FURTHER CERTIFY t h a t I am n e i t h e r employed by nor 

10 r e l a t e d t o nor c o n t r a c t e d w i t h any of the p a r t i e s or 

11 a t t o r n e y s i n t h i s case and t h a t I have no i n t e r e s t whatsoever 

12 i n the f i n a l d i s p o s i t i o n o f t h i s case i n any c o u r t . 

13 

14 WITNESS MY HAND t h i s 28th day of A p r i l 2011. 

15 
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