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1 APPEARANCES 1 PROCEEDINGS
2
3 ldaho O and Gas Conservati on Comi ssion: g MR. GOZZO: The recording has been started.
4 M ck Thomas (Adninistrator/Hearing Oficer) 4 HEARING OFFICER THOMAS: Thank you.
5 mthormas@dl . i daho. gov 5 Folks, thanks for coming. |'ve got a script.
6 Chris Gozzo 6 | want to make sure | check all the boxes and try to
7 7 eliminate the ums and uhs as much as possible; although,
8 For Snake River Gl & Gas, LLC 8 if you've been in hearings with me before, they're going
9 M CHAEL R CHRI STI AN 9 to happen. Sojust hang in there with me.
10 Smith & Mal ek 10 We're now on the record for Docket No.
11 101 S. Capitol Blvd., Suite 930 11 2021-OGR-01-001. It's now 1:03 p.m., Thursday, May
12 Boi se, 1D 83702 12 20th, 2021. We're at the Fruitland City Hall in
13 m ke@ni t hmal ek. com 13 Fruitland, Idaho.
14 14 Thisisthe time set to determine the factors
15 For the Idaho Departnent of Lands: 15 | will consider when determining whether the terms and
16 JOY VEGA 16 conditions of an integration order are "just and
17 Deputy Attorney General 17 reasonable," as provided in Idaho Code 47-320(1), for
18 P.O. Box 83720 18 the spacing unit consisting of the SE 1/4 of Section 10,
19 Boi se, | D 83720-0010 19 the SW 1/4 of Section 11, the NW 1/4 of Section 14, and
20 j oy.vega@g. i daho. gov 20 the NE 1/4 of Section 15, Township 8 North, Range 5
21 21 West, Boise Meridian, Payette County, Idaho.
22 22 My nameis Mick Thomas. I'm the oil and gas
23 23 and minerals and nav waters Division Administrator,
24 (Appearances continued . . . ) |24 presiding over and conducting the hearing today,
25 25 pursuant to ldaho Code 47-328.
Page 3 Page 5
; APPEARANCES (Cont.): 1 | want to let everyone know that, depending on
, 2 how long this goes, we may have some spontaneous
3 For Non-Consenting Owners and CAlA 3 recessesthat I'll call for five or ten minutesto let
4 JANES M P' OTROABKI 4 everybody do what they need to do. Hopefully we can get
5 Piotrowski Durand, PLLC 5 thisknocked out. We have the room booked until 5:00,
6 1020 W Main Street, Suite 440 6 but if it goes over, we'll make additional arrangements.
7 P. G Box 2864 (83701-2864) 7 Before | continue, | want to let everyone know
8 Boi se, |D 83702 8 that | have reviewed all of the briefs and comments. |
9 j ames@ duni onl aw. com 9 give equal weight to written and oral comment and
10 10 arguments.
11 For Fallon Enterprises: 11 As many of you know, the COVID-19 response has
12 MALCOLM LEADER- PI CONE 12 changed some of the typical aspects of a hearing of this
13 Leader - Pi cone & Young, LLP 13 type. The hearing isin person, with avirtual Zoom
14 1970 Broadway Suite 1030 14 component. This hearing is being recorded in Zoom, as
15 QCakl and, CA 94612 15 required by IDAPA 04.11.01.651. We aso have abackup
16 m p@ eader - pi cone. com 16 recording device recording the hearing.
17 17 For those on Zoom, please mute your
18 18 microphones until you are called on. Please speak
19 Also present: Rl CHARD BROMWN 19 loudly and clearly whenit'syour turn. If thereisa
20 BOB HATFI ELD 20 disturbance, you will be reminded to mute your
21 21 microphone. If the disturbance continues, you may be
22 22 muted and/or disconnected.
23 23 For those of you watching this remotely, the
24 24 materia isbroadcast via Facebook Live. Please visit
25 25 our website at OGCC.ldaho.gov site, and click on the
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1 "watch hearing" on Facebook Live link. 1 That said, will Snake River's representative
2 The documentsin this record, Docket No. 2 pleaseidentify themselves for the record.
3 CC-2021-OGR-01-001 are on the OGCC website at 3 Mr. Christian, since you're the first one
4 OGCC.ldaho.gov/administrative hearings. 4 here, | want to make sure that everything is operating.
5 Asmy April 6th, 2021, notice indicates, this 5 So, Chris, we're getting alittle feedback
6 hearing is addressing scope of factors used to determine 6 Now.
7 "just and reasonable.”" | am not addressing today what 7 MR. GOZZO: Yeah, | can -- | can hear that.
8 termsareinfact "just and reasonable.” Thatisa 8 (Audio interference.)
9 question for afuture evidentiary hearing held at a 9 MR. GOZZO: If somebody elseisjoined to the
10 later date. 10 conference in the room, yeah, we might need to mute.
11 | have allowed briefing and submittal of 11 HEARING OFFICER THOMAS: | think we've got it
12 affidavits on the issue of the scope of factors used to 12 resolved.
13 determine "just and reasonable," and | plan to take 13 MR. GOZZO: Okay. Excellent.
14 argument at that -- pardon me -- take only argument at 14 HEARING OFFICER THOMAS: Mr. Christian, say
15 this hearing. 15 "testing" or something like that.
16 Before | go any further, | want to address a 16 MR. CHRISTIAN: Testing.
17 request | received from the Dorsingsto be admittedasa |17 MR. GOZZO: Sounds good on this end.
18 party. My understanding, based on the application and 18 HEARING OFFICER THOMAS: Thank you. Please go
19 their request, isthat the Dorsings are uncommitted 19 ahead.
20 mineral interest ownersin the spacing unit in this 20 MR. CHRISTIAN: Thank you, Mister
21 matter. Given that, and that they have responded, they 21 Administrator.
22 are already apart of the proceeding, to this 22 I'm Michael Christian. I'm the attorney for
23 proceeding. Y ou may participatein this hearing. Just 23 Snake River Qil and Gas, LLC, the Applicants.
24 keep in mind the focus is to determine the scope of 24 Just as a preliminary comment, 1'm going to
25 factors|'ll useto determine whether terms are "just 25 spend some time on some things that you probably --
Page 7 Page 9
1 and reasonable," not whether a certain term or certain 1 you've aready seen in briefing. | want to try to focus
2 terms proposed arein fact "just and reasonable.” 2 or bring some focus to the discussion. Then I'm going
3 Also, | want to again clarify that the 3 to spend some time responding to some of the arguments
4 deadline for uncommitted owners to respond to this 4 that have been made by the opposing mineral owners or
5 application has not passed, and they can still 5 the Department.
6 participate in future evidentiary hearings on the 6 Andif I'm redundant, | apologize. If you
7 integration application. Witnesses and evidence may be 7 think you've heard enough on the subject and you want me
8 submitted at that evidentiary hearing. 8 to moveon, pleasetell me, because | don't want to take
9 WEe'll proceed with this hearing as follows: | 9 up any more of your time than is necessary.
10 will first hear arguments from the applicant Snake 10 As| think were al aware, we're here to
11 River. Thiswill be followed by argument from 11 discuss what factors should be considered in determining
12 uncommitted owners within the proposed unit. Afterward, |12 what are "just and reasonable” terms of integration
13 | will accept argument from the Idaho Department of 13 under the Idaho Oil and Conservation Act. Thisis
14 Lands. Then Snake River will have an opportunity for 14 because of the decision in the CAIA vs. Schultz case.
15 rebuttal. 15 The directive of the federal court in that
16 After argument is complete, | will accept 16 case, inits memorandum decision it ordered in August of
17 public comments. | will limit these commentsto five 17 2018, wasto, quote, "hold a new hearing that complies
18 minutes. I'll first take up the comments from those 18 with due process by explaining the factors that will be
19 appearing in person. | will then take comments from 19 considered when determining whether the terms and
20 those appearing on Zoom. 20 conditions of an integration order are 'just and
21 | would like for everyone who speaks to state 21 reasonable,™ unquote.
22 your name for the record. If you are hereasa 22 In other words, this process, and the rounds
23 representative, please indicate your own nameaswell as |23 of briefing that were made directly to the Commission
24 who you'rerepresenting. | may ask clarifying questions |24 some time ago, is perhaps [unintelligible] but | don't
25 while you speak. 25 believe at least explicitly required by Judge Winmill's
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1 order in CAIA versus Schultz. Infact, he stated, in 1 amount of process has already been extended to the
2 his Memorandum Decision, that "holding a new hearing 2 participantsin getting to this point.
3 will impose relatively few financial or administrative 3 Second, that in deciding where and how far to
4 costs on the Defendants. The hearing will involve the 4 go after this, | again respectfully suggest that the
5 same issues, parties, and facts that the previous one 5 Administrator and the Department must keep in mind the
6 did. The only change required will be the specification 6 stated purpose of the Oil and Gas Conservation Act and
7 of the basis on which Defendants determine factorstobe | 7 the scope of their and the Commission's authority.
8 relevant or irrelevant to the determination of "just and 8 The Commission is not an all-encompassing
9 reasonable" terms. 9 regulator of all subjects. It does not police their
10 Before this, in his Memorandum Decision, he 10 party contracts. It does not make economic decisions
11 had described the case as aclose one. In other words, 11 for operators. Its primary purpose isto encourage
12 that the amount of additional process that was due 12 production while ensuring different interest holders are
13 should not be extensive. And he had said that "the 13 ableto receive their equitable share of production
14 Commission has a significant amount of discretion to 14 while preventing waste.
15 decide what ‘just and reasonable’ means.” 15 While it does have arole to play in ensuring
16 He stated that his order did "not affect the 16 safedrilling and production operations and protection
17 hearing officers ability to exclude irrelevant or 17 of surface elements, that roleislargely accomplished
18 unnecessary testimony or evidence, or the Commission's |18 through existing requirementsin the Act of the
19 discretion to determine what facts should be considered 19 Commission'srules.
20 when determining whether terms and conditions of an 20 Thiswill not be the first time that you've
21 integration order are 'just and reasonable.™ 21 heard merepeat this, but the Act statesthat it isa
22 In other words, what he appears to have 22 public policy of the State "to foster, encourage, and
23 intended was simply that an integration hearing would be |23 promote the development, production and utilization of
24 re-held, but that prior to it, the Commission or the 24 the natural resources of oil and gasin the State of
25 Department would describe factors that would be 25 ldaho in such amanner aswill prevent waste, to provide
Page 11 Page 13
1 considered in determining "just and reasonable” terms of 1 for uniformity and consistency in the regulation of the
2 integration as an exercise of its discretion. 2 production of oil and gas throughout the State of 1daho,
3 So far, | think that is not what has happened. 3 to authorize and to provide for the operations and
4 After multiple rounds of briefing and argument to the 4 development of oil and gas properties in such a manner
5 Commission on the subject of what factors should be 5 that greater ultimate recovery of oil and gas may be
6 used, we've now engaged in more rounds of briefing 6 obtained and that the correlative rights of all owners
7 specific to this application -- and | think there was a 7 befully protected.”
8 previous application that was eventually abandoned where | 8 All of thisisto the end "that the greatest
9 the same thing happened -- and Snake River hasfiled 9 possible economic recovery of oil and gas may be
10 another integration application beyond thisone. And at 10 obtained within the state to the end that the
11 thistime at least another [unintelligible] with more 11 landowners, the royalty owners, the producers, and the
12 rounds of briefing. 12 general public may realize and enjoy the greatest
13 Thisisnot aprocessthat is undertaken in 13 possible good from these vital natural resources."
14 any other producing state. |1 am not aware of any other 14 Asl'vedescribed in briefing, "correlative
15 producing state that has a pooling or integration 15 rights" is defined in the Act to mean "the opportunity
16 process that goes beyond essential economic lease and 16 of each owner in apool to produce hisjust and
17 joint-operating-agreement terms; royalty, bonus, term, 17 equitable share of oil and gasin a pool without waste."
18 risk penalty, participation options, and the like. It 18 I've also described in the briefing that
19 would be arelatively ssmple task to describe a set of 19 "waste" isdefined in the Act as being concerned with
20 factors bearing on those issues. 20 maximizing the ultimate production of oil and gasfrom a
21 Now, as Judge Winmill said, "the Commission 21 pool.
22 hasasignificant amount of discretion,” and it has 22 Because the Commission was created by statute,
23 exercised it by choosing this procedure. | recite all 23 our Supreme Court has held, in more than one case, that
24 of thisto emphasize a couple of things. 24 it has no jurisdiction other than that which the
25 First, that what | think is an extraordinary 25 legidature has specificaly granted to it. | think
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1 I've cited the Idaho Power vs. IPUC case in briefing. 1 requirements of the Act and the rules asI've
2 And the Department, of course, isthe administrative arm 2 summarized, isit just and reasonable to require the
3 of the Commission. 3 operator's other regquirements with respect to
4 The Commission, as you know, is given 4 uncommitted mineral owners, which go much further.
5 jurisdiction and authority over all persons and 5 The opposing mineral owners, in their
6 property, public and private, necessary to enforce the 6 briefing, suggested the term "just and reasonable" must
7 provisions of the Act, and it has power and authority to 7 apply to every other element of Section 320 of the Act
8 make and enforce rules, regulations and orders, and do 8 relating to integration, apparently so as to prevent
9 whatever may be reasonably necessary to carry out the 9 anyone opposing integration to engage in an
10 provisions of the Act. 10 investigation and challenge of every other element --
11 Similarly, the Act provides that the 11 i.e, location, drilling, equipping and operation of the
12 Commission is authorized, and it isits duty, to 12 well -- as part of the integration process. The
13 regulate the exploration for and production of oil and 13 statute, Section 320, of course does not say this, nor
14 gas, prevent waste of oil and gas, and to protect 14 isit necessarily implied.
15 correlative rights and otherwise administer and enforce 15 As previous orders have done, and virtually
16 theAct. 16 every integration and pooling order in every other
17 The Act directsthat in the event of conflict, 17 producing state does, as near as| can tell, the order
18 prevention of waste is paramount. 18 may simply, asthe statute says, authorize the drilling
19 All of thisis -- most of it'sin 47-314 and 19 and operation of the well and designate the operator.
20 315. Although athorough reading of Section 315 of the |20 The details of drilling and operations are dealt within
21 Act makesit clear that the focus -- makes clear the 21 the permit to drill, issued pursuant to Section 316 of
22 focus of the Commission's [unintelligible], to encourage |22 the Act, and under the drilling and casing, testing,
23 production, protect correlative rights, and prevent 23 treating, completion, metering, reporting, plugging, and
24 waste. 24 other rules set forth in IDAPA 20.07.02.
25 Thereis reference to surface ownersin 315, 25 To impose requirements differing from those
Page 15 Page 17
1 sub 2, but it's only as amodifier to protecting 1 ruleswould render them effectively [unintelligible];
2 correlative rights by administering the provisions of 2 and to impose different conditions in different units,
3 the chapter, and it goes on. 3 far from bringing uniformity of regulation as the Act
4 So how does the Commission do this? How does 4 callsfor, would cause us to end up with the exact
5 this happen? 5 opposite, a hodgepodge of requirements varying by unit.
6 First, the Act covers several subjects. Well 6 Thisisobviousy not what the Act contemplates or
7 spacing and drilling location requirements were set out 7 intends.
8 in Sections 317 and 318 of the Act. Requirements for 8 Moreover, these are specific outcomes. They
9 setbacksarelaid out in Section 319. Royalty payment 9 arenot factorsto be considered. And as such, | think
10 and recording requirements are provided in Sections 331 |10 they're beyond the scope of the hearing.
11 and 332. Surface owner protections are provided in 11 In any case, thereis already, in multiple
12 Section 334. 12 ways, ways mineral owners can participate more deeply in
13 And, Second, the Commission's [inaudibl €] 13 operations. First, asprovided in the Act, under an
14 promulgated rules covering drilling, well construction, 14 integration order they can elect to participatein a
15 well treatments, production, reclamation, and other 15 well, sign the joint operating agreement, in which case
16 operational requirementsin IDAPA 20.07.02. 16 they can be on equal footing with other working interest
17 It isuseful, | think, in reaching "just and 17 partners who invest in and take on the risk of the well.
18 reasonable" terms, to evaluate whether a proposed term 18 Thisisadifference between a participating interest
19 or condition exceeds these requirements. In other 19 and aroyalty interest.
20 words, if an operator proposes terms that are otherwise 20 Second, they also have existing avenues for
21 economically reasonable in comparison to those 21 relief if they think an operator isviolating the Act
22 involuntary leasesin the area, where joint operating 22 andtherules. They can file acomplaint with the
23 agreementsin use, or in other mature producing states, 23 Commission, for example, under Section 328.
24 or as between the operator and its working interest 24 One indication of what the integration statute
25 partners, and the operator is subject to the operational 25 isintended to addressis the limitation of personswho
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1 may participate in the integration process, uncommitted 1 expressed, through leasing, their desire to develop
2 mineral interest owners, per Section 328(3)(b), which 2 their minerals and receive the benefit of it. The
3 led to my objection and briefing to CAIA's 3 integration statute exists also to protect the interest
4 participation, because it's not an uncommitted mineral 4 of the mgjority from the tyranny of the minority. And |
5 interest owner. 5 don't think you can lose sight of that.
6 That means, contrary to the opposing mineral 6 In their reply brief, the opposing mineral
7 interest owner's suggestion, that those who do not own 7 owners cite arate case from the Supreme Court, the
8 an uncommitted mineral interest in the unit are not 8 Federal Power Commission vs. Natural Gas Pipeline. It's
9 subject to participation as parties; not mobile home 9 adecision from the U.S. Supreme Court, and they cited
10 park residents in the unit, not other people who do not 10 the proposition that forced integration statutes could
11 own mineral rightsin the unit. 11 survive -- could only survive [unintelligible] --
12 The suggestion, near the end of the opposing 12 constitutional review, excuse me, in addition to
13 minera owners opening brief, that "just and 13 addressing mineral recovery and correlative rights.
14 reasonable" terms should be based on the input of all 14 They aso include a requirement that the terms of forced
15 property owners, not just mineral owners-- and | think 15 integration be just and reasonable.
16 that's a quote -- with notice and expansion of the 16 The decision they cite to involves rates
17 proceedings, is contrary to Section 328(3)(b). And 17 chargeable by aregulated utility interstate commerce,
18 again, thisis a specific outcome, not afactor. | 18 not integration or pooling of mineral interests. The
19 don't think thisis even the venue to argue about 19 issuein the case was whether the rate allowed by the
20 whether the factual assertions that the opposing mineral 20 Federa Power Commission was so low asto be
21 owners make in support of that position aretrue. Those |21 [unintelligible] and violated the charging utilities
22 areissues, | think, for the legidature, if anyone. 22 constitutional rights.
23 The procedural due process arguments the 23 Essentially the Court found that no property
24 opposing mineral owners make, essentially that the 24 interest was taken by the rate granted by the
25 entire process should be made even longer, should 25 Commission, and no consideration of due process asa
Page 19 Page 21
1 involve subpoena power to the mineral owners, and should | 1 condition to ataking was [unintelligible] reached. It
2 involve the Department engaging experts to investigate 2 has nothing to do with the issues here and does not
3 market conditions, quote, "viability of collection, 3 stand for the proposition that the opposing mineral
4 processing and transmission facilities," are, again, 4 owners have cited it for.
5 directly contrary to the Act and, again, are specific 5 Likewise, the citations to rate-setting cases
6 outcomes, not factors. 6 inthe opposing mineral owners outgoing brief are not
7 But they also completely ignore Judge 7 relevant here. The Act has specific provisions, and
8 Winmill'sdecisionin CAIA vs. Schultz, wherein hesaid, | 8 Judge Winmill's decision was quite limited in its scope.
9 again, it was a close case and that the only change 9 I'm not going to repeat for you the factors
10 necessary to meet due process requirements was to tell 10 that we propose on behalf of Snake River, other than to
11 uncommitted mineral interest owners ahead of timewhat |11 comment that we submit that the factors can be fitted
12 factorswould be considered. Thisis an exercise of 12 within the scope and purpose of the Act; and, second,
13 discretion by the Commission and the Department, and the |13 that they are still, | think, well beyond what is
14 opposing mineral owners would take virtually all of that |14 implied in other producing states with similar statutory
15 discretion away. 15 schemes.
16 As an aside, the characterization of the 16 In my reply briefing I think | directed you to
17 opposing mineral owners at the beginning of their reply 17 acouple of examples of pooling [unintelligible] from
18 brief, that Snake River is offering "awful, miserly, or 18 Arkansas and Wyoming. Both have pooling or integration
19 merely irrelevant compensation terms and trying to avoid |19 statutes which are or if not identical, pretty analogous
20 al accountability for harm," are beyond not being 20 toldaho's. In neither case does the order go anywhere
21 factually supported at al, just wrong, and | don't 21 near asfar asthe opposing mineral owners or the
22 think helpful to this discussion. 22 Department would have you go.
23 Most of what they leave out of their argument 23 Infact, | went and looked earlier today on
24 completely isthe interest of the other 90 percent of 24 Wyoming's Oil and Gas Commission’'s website, and that
25 the mineral interest takers of the unit that have 25 form of order isatemplate. In every statutory pooling
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1 proceeding, that form of order isused. | printed it 1 something of the leases are at a hundred-dollars-or-less
2 off. I think | have acopy of it. But -- and with 2 bonus, and an eighth royalty. There may be leases that
3 blanks for the numbers, basically, for what the royalty 3 have adightly higher royalty, and they -- I'm sure al
4 should be, what the risk penalty should be, what the 4 of them are in an instance where someone owned a large
5 bonus should be. But effectively, that's the form 5 acreage areawhere they basically had buying power,
6 that'sused. And it's consistent with the form of order 6 where it was advantageous to the operator to tie up a
7 for Arkansas aswell. 7 larger -- amuch larger piece of acreage.
8 | think everything elsethat | haveto say is 8 But, by and large, a hundred dollars and an
9 set forth well enough in our briefing. | don't want to 9 eighth isthe norm.
10 take up any moretime. And I'll take any questions you 10 Likewise, the form of joint operating
11 may have. 11 agreement that has been used between | think each of the
12 HEARING OFFICER THOMAS: Thank you, Mr. |12 prior operators -- I'm not sure about Bridge, but | know
13 Christian. Hold on just amoment. | want to shut this 13 AltaMesaand Snake River have used effectively the same
14 door because I'm hearing some rattling back here. 14 form of joint operating agreement between themselves and
15 (Brief pause in proceedings.) 15 their working interest partners across al of the
16 HEARING OFFICER THOMAS: I've got just afew |16 operationsin thisarea.
17 more general questions for the audience that | wasgoing |17 And it's derived from AAPL, American
18 to address before | invited you up. 18 Association of Professional Landmen form, a standard
19 Are the Dorsings in attendance today? Are 19 form, which is used across the country. So the form
20 they hereviaZoom? | just want to make sure. 20 that Snake River has proposed in this application, for
21 (Pause given for response.) 21 example, is effectively the same form that they've used
22 (No response.) 22 with their own working interest partners.
23 HEARING OFFICER THOMAS: Well, whether they |23 So that's -- those are two elements where |
24 speak up now or not, | just want to make surethey knew |24 think you can derive information, either from what's
25 they wereinvited. 25 broadly in usein the industry localy or nationaly,
Page 23 Page 25
1 Thank you, Mr. Christian. | have afew 1 and what's the norm as between the operator and its
2 questions. You answered thefirst one, | believe, 2 royalty interest owners/lessors.
3 pretty well in the opening brief, but I'm going to put 3 HEARING OFFICER THOMAS: Thank you. A few
4 it to you because | wanted to ask the other parties the 4 more questions. Should the factors used to determine
5 same question aswell. 5 "just and reasonable" terms consider the use of
6 Thank you for the information you providein 6 uncommitted owners' lands, including whether awellbore
7 your brief regarding industry standards when regarding 7 or pipeline may physically cross the land of an
8 "just and reasonable" factors. Could you share, for the 8 uncommitted mineral interest owner? How -- if not, why
9 audience and for those on virtually, what some of the 9 not.
10 industry standards are when setting "just and 10 MR. CHRISTIAN: It could. But I think it
11 reasonable’ terms? 11 depends on proof of the impact to the owner.
12 MR. CHRISTIAN: That's a broad question, 12 For example, it would be reasonable to ask
13 but -- well, there are a couple of things. For example, 13 whether it's, you know, just and reasonable to allow a,
14 if you look at the forms of order that | gave you from 14 you know, 12-inch pipeline to go across an uncommitted
15 Wyoming and Arkansas, there are forms of lease and forms |15 mineral interest owner's front yard, on the surface.
16 of joint operating agreement that have beenin usein 16 Because that's an example of an obvious physical
17 those areas for some time and are accepted. That's one 17 intrusion impact.
18 thing. 18 | think it'sless so if you're talking about a
19 So by analogy here, you know, we have forms of 19 wellbore that's directionally drilled and is crossing
20 leasethat have been used in the -- we'll call it the 20 under the property three thousand feet down. Because
21 valley generally, across-- cal it athousand leases or 21 there's no -- there's no actual impact to their use of
22 s0, over thelast ten to twelve years. And we can draw 22 thesurface. And there's no reasonable likelihood that
23 information from those about what is just and reasonable |23 that uncommitted mineral interest owner owns, you know,
24 interms of what the market has been over abroad area. 24 aquarter-acre [unintelligible] lot, for example, is
25 So, for example, | would say ninety-nine point 25 ever going to do anything three thousand feet under the
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1 surface. So it issomewhat fact-dependent. 1 terms proposed, how should | reconcile that request with
2 HEARING OFFICER THOMAS: Thank you. Your | 2 the argument you just made, that scope of factors should
3 brief saysthat the IDL proposes terms that go beyond 3 belimited to economic terms, at least predominantly
4 the Act's purpose and would impose terms and conditions | 4 economic terms?
5 regarding subjects over which the OGCC lacks authority. | 5 MR. CHRISTIAN: | think you have to -- you
6 If that is the case, would the scope of "just and 6 would compare what's proposed with -- mostly, with
7 reasonable" terms, and ultimately an integration order, 7 what's already out there in the market. What have a
8 belimited to economic terms and therefore not address 8 thousand voluntary lessors agreed to? And what have the
9 unrelated proposed terms? 9 -- you know, what'sin placein the -- | don't know how
10 MR. CHRISTIAN: | think the vast majority of 10 many producing units we have right now. Maybesix. But
11 the consideration is economic terms, and that's what's 11 there have been more -- you know, what'sin placein
12 reflected inintegration or statutory pooling orders 12 those areas that were successfully produced or continue
13 from other states. They are concerned with, again, 13 to be successfully produced? Those would be two obvious
14 correlative rights and prevention of waste, whichisto 14 placesto look.
15 say, making sure that those uncommitted mineral interest |15 So | guesswhat I'm saying is, it's -- you
16 owners get their fair share, that they have their 16 know, | guessthe question is, what's the noneconomic
17 opportunity to receive their equitable share of 17 term? There are-- you know, basically how long the
18 production. 18 leaseisgoingto befor. Isthere an option, and how
19 | think, you know, following up on the last 19 long should it be?
20 question you just asked, there are some operational 20 That could a so be dependent upon whether --
21 considerations you could take into account, a 12-inch 21 either whether there's awell aready in the unit or
22 line across somebody's front yard on the surface. Well, 22 whether there's already a drilling permit proposed, for
23 | mean, to the extent it's not already answered by 23 example. It would be reasonable for you to ask, |
24 either the statute -- the Act or the rules, my argument 24 think, well, if there'sawell in the unit, you know,
25 and comment to you earlier was, the vast mgjority of 25 what should the primary term be?
Page 27 Page 29
1 that subject matter is already covered by the Act and 1 Because, you know, assuming that the order
2 therules. The operator hasto follow the Act and the 2 gets entered and there's some provision for extension --
3 rulesin how it conducts itself. 3 for example, if it gets appealed or it's litigated or
4 Andthereare-- and | think | setit outin 4 whatever. You know, once it gets to the point where it
5 some more detail in my briefing -- there are notice and 5 isafinal order, it's not unreasonable to say you, the
6 opportunity for hearing requirements and opportunities 6 operator, should turn the well on soon. But, you know,
7 for surface owners or uncommitted mineral interest 7 those are factors you could take into consideration.
8 ownersto participate over a number of different 8 But mostly | think it is a comparison to
9 subjects. 9 what'sin the market.
10 For example, I've got -- you know, if an 10 HEARING OFFICER THOMAS: Thank you, Mr.
11 operator wantsto engage in well treatment, they haveto |11 Christian. Those are all the questions | have for you
12 give notice to, you know, a certain surrounding area. 12 right now.
13 And those people have an opportunity, if they want to 13 MR. CHRISTIAN: Thank you.
14 have ahearing, to talk about it, or at least comment on 14 HEARING OFFICER THOMAS: Next I'm going to
15 it. When well permit applications are filed, they're 15 cal on Mr. Piotrowski. Let's make sure he's-- Mr.
16 posted on the Department's website, and those folks have |16 Piotrowski, can you speak and make sure we all hear you
17 an opportunity to comment on them. And then the 17 and everything?
18 Department can take that into consideration. 18 MR. PPOTROWSKI: | -- | certainly can speak.
19 So | think that there's a -- that the sphere 19 HEARING OFFICER THOMAS: Okay. We're hearing
20 of consideration into operational issuesin an 20 you. Very good. Beforeyou begin, | have a question.
21 integration order is pretty limited. | don't think it's 21 Could you please state who you represent and,
22 zero, but | think it's pretty limited because of statute 22 gpecificaly, parties within its unit?
23 rules. 23 MR. PIOTROWSKI: Yes, | certainly can. I'm
24 HEARING OFFICER THOMAS: Okay, thank you. One |24 James Piotrowski. I'm here on behalf of Kevin and
25 follow-up question: If there are noneconomic lease 25 Margery Plevenger, Kristina& Lynn Larsen, aswell as
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1 Citizens Alliance for Integrity and Accountability in 1 despite astrong interest in constitutional history,
2 itsrepresentational role, representing its membersin 2 nobody has, over the last now 80 years, gone back to the
3 the unit, which includes the Plevengers and the Larsens. 3 courtsto say, well, what does "just and reasonable"
4 Mr. Thomas, you have adifficult job here. 4 mean in this particular context. A different kind of
5 HEARING OFFICER THOMAS: Stand by. | 5 question. And it'saquestion weraise, andit'sa
6 apologizefor that. | want to make sure that peoplein 6 question wewill continue to raise; "we" meaning my
7 the audience can hear. | just had someone jump up. So 7 clients, the minerals owner in this case; my clients,
8 hold your momentum. We'll get you right back. 8 the mineral ownersin the other cases currently pending;
9 MR. PIOTROWSKI: Will do. 9 and, in general, the people of Idaho.
10 (Brief pause in proceedings.) 10 So you have to reach this decision,
11 HEARING OFFICER THOMAS: Now, that'sabout as |11 Mr. Thomas, and you have very little to guide you.
12 loud as he'sgoing to go. If you'd like to walk up and 12 Now, | will do my best to provide you what |
13 hear better, you can. 13 think is reasonable guidance and have done so. The
14 Okay, Mr. Piotrowski, go ahead. 14 processwe're using to do thisis also somewhat a
15 MR. CHRISTIAN: Thank you. 15 challenge. Snake River'slawyer is unhappy at the
16 Mr. Thomas, you have been given arather 16 process that was chosen, but that process has been
17 difficult job, and through no fault of your own; 17 chosen by the Qil and Gas Conservation Commission. It
18 athough, through some fault of the oil and gas 18 wastheir decision to use the case-by-case approach.
19 industry, frankly. You are asked to address, in this 19 That was not the approach that they were forced into.
20 particular step of the proceeding, the factors that will 20 Itwasnot -- it was an approach that was certainly
21 beconsidered in determining "just and reasonable." You |21 considered by multiple parties. But it isthe choice
22 are doing so against a background that gives you very 22 made by the Commission.
23 little information. 23 We are here today on this particular
24 And that is not your fault. That isthe fault 24 integration application, not through any fault of
25 of the fact that the American justice system has finally 25 [unintelligible], not through any fault of the
Page 31 Page 33
1 cometo realize the enormous challenges posed to 1 landowners; but by the fact that Snake River Qil and Gas
2 existing property law and constitutional law by the ail 2 chosetofilethisapplication at thetimeit chose.
3 and gasindustry, which -- and is doing so -- in the 3 And soif there has been delay, if there have been
4 case of you and I, Mr. Thomas, doing so in alocation 4 difficulties, they are not the result of anybody else's
5 where we are not well-versed in these things. 5 conduct. They are the result of the conduct of Alta
6 Mr. Christian has given some effort to 6 Mesaldaho, now bankrupt, and Snake River Oil and Gas,
7 presenting, to you, integration orders and integration 7 the current holder of the operational rights.
8 proceedings from other locations. Normally that would 8 So we're here, and the process of getting here
9 be useful and helpful to you. However, again, we're 9 was not the process chosen by any of the parties before
10 doing so in an environment where you face the unique 10 you except for Snake River Oil and Gas. So you're stuck
11 challenge that, for whatever reason, over the last 11 with trying to figure out what factors should be
12 hundred-plus years, very few property owners have chosen |12 included. And we think that, and we have presented our
13 -- amost no property owners or mineral rights owners 13 briefs, our belief that that comes down to what we call
14 have chosen to ask the question, can you -- and you, the |14 implied statutory factors, athough some of them are
15 State -- take our property and force usto sell it to 15 expressed statutory factors; the constitutional factors,
16 somebody else. 16 which includes both procedural and substantive due
17 And so you're stuck with the situation in 17 process factors; and what | think we can go ahead and
18 which the only guidance you have, in addressing some of |18 agreeto call a separate category of procedural factors.
19 this, isthe very clear guidance from the United States 19 | don't necessarily view them that way, but
20 Supreme Court that says that, in circumstances like 20 Mr. Christian, in his response brief, did view them that
21 this, whether it israte setting or integration, the 21 way so we're happy to address them on those terms.
22 constitutional requirement is the same as the statutory 22 And so | want to talk briefly about each of
23 requirement. That isto say, that the terms you set 23 those categories, because | think each of them is
24 must be just and reasonable. 24 important, and | think each of them is going to be
25 And frankly, for reasons that escape me, 25 important to the future courts who finally get to do the
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1 job of deciding what does "just and reasonable” mean in 1 literally every other factor that might go into these
2 the constitutional setting as applied to this process. 2 termsis something that should be evaluated to determine
3 So let's start with a short discussion of the 3 itseffect on whether the overall proposal isjust and
4 statutory purpose. Now, thereis an express stated 4 reasonable.
5 legidlative purpose. That isthe statement that 5 Now, the legislature was not and cannot be
6 Mr. Christian and Snake River Oil and Gas routinely 6 assumed to have been expert in what are the terms that
7 bring out; although they, for fairly obvious reasons, 7 make up an oil and gaslease. And so that's why these
8 focuson only thefirst statement of purpose, that 8 factorsareimplied. They left that to you. And those
9 statement being the one that it is the public policy of 9 arethe factors, both the statutory purpose factors and
10 the State to encourage production. But, in fact, the 10 theimplied statutory factors, that are set out in our
11 statutory purposes go far beyond that and are express. 11 brief, and | don't wish to repeat them here.
12 Thefirst purposes are relatively obvious. 12 There are also the -- what 1'm going to call
13 Clearly, if the legidature had anything in mind about 13 the consgtitutional factors. Now, it'simportant, in
14 what constitutes just and reasonable, it would be the 14 addressing these, to understand a couple of points that
15 thingsthey actually wrote about in their own 15 arenot [unintelligible]. First of al, the uncommitted
16 legidlation. So that'srelatively clear. 16 ownersare not asking you, Mr. Thomas, to decide that
17 But there are also unstated but reasonably 17 any part of the statute is unconstitutional. That is
18 assumed -- I'm not even talking about implied, but just 18 beyond your authority, in al likelihood there's
19 reasonable assumed statutory factors. The discretion of 19 certainly an administrative law argument to that point
20 determining what these factors would be was left not 20 to be made, and we are not asking you to make that
21 expressly but by implication, as recognized by the 21 determination.
22 Federal District Court, to the Commission and the 22 In fact, we are making exactly the opposite
23 Administrator. 23 argument, which isto say that the statuteis
24 And aclearly required statutory purpose was 24 constitutional aslong asthe terms set in the
25 the assumption that you and the Commission would 25 integration order are just and reasonable. Anditis
Page 35 Page 37
1 exercisethat discretion in compliance with the law. 1 not constitutional if those terms are not just and
2 The assumption was certainly not that you would step out | 2 reasonable.
3 and try to violate the law. And had that been the 3 So we are not asking you to find that the
4 assumption, | doubt you would have taken the job. The 4 dtatuteisinvalid in any way. And so any search into
5 assumption is, you will do your best to perform your 5 that effect isjust ssimply incorrect. In fact, we're
6 task while complying with all existing law, and that's 6 asking you to make sure that the statute is valid.
7 hard where the law is poorly developed in this 7 Second, the decision of the court in CAIA vs.
8 particular [unintelligible]. 8 Schultz decided arelatively narrow issue, and did so,
9 The factorsfor "just and reasonable" are 9 and then fundamentally stopped. And that is the way
10 still undefined. Y ou haveto figure out what they are. 10 courtsin the Anglo-American tradition have always
11 And you have to do so, unfortunately, in this context of 11 proceeded. It'sadoctrine called "constitutional
12 insufficient prior determinations by courts as to what 12 avoidance." You decide acase -- judgesin Americaare
13 those factors would be. 13 taught to decide a case on the narrowest grounds you
14 So there's the statutory purpose and the 14 can, and then if that does resolve the case, don't go
15 clearly unstated but nonethel ess necessary statutory 15 any further.
16 purpose of complying with the law. 16 And that's what Judge Winmill did in this
17 There are also implied statutory factors. And 17 case. He concluded that the failure to define the
18 theimplied statutory factors are fundamentally 18 phrase "just and reasonable" was a due process violation
19 everything that relates to the relationship between a 19 adequate to invalidate the prior proceeding that was
20 middlerights lessor and lessee, other than the royalty 20 addressed in that case. And to fix that problem, he
21 rate and the bonus payment. The royalty rate is set by 21 provided a particular remedy. And the court did not go
22 statute for uncommitted owners, shall receive a1/8 22 on to address the many other due process arguments that
23 royaty. The bonus payment is set by statute at the 23 theplaintiffsin that case had raised because it wasn't
24 maximum level paid to avoluntary lessor. Soyou have |24 necessary to do so. And thisishow American courts
25 no discretion to address those, which means that 25 work.
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1 So satisfying the explicit requirement of the 1 obligated to do at some point, you will betelling
2 judgment in CAIA vs. Schultz; that is to say, and as 2 somebody we are selling -- we, the State of 1daho, are
3 Mr. Chrigtian did say, simply telling us what the 3 selling your property to somebody else. That'sthe
4 factorsare. Whilethat is adequate to satisfy the 4 nature of integration.
5 requirement in CAIA vs. Schultz, it would be extremely 5 So those are the three things | think to
6 shortsighted to assume that that also means everything 6 address. I'm not necessarily going to take thosein
7 €else under the broad rubric of due process of law is 7 order.
8 also satisfied. 8 In determining, first, the issue of
9 Thisisfurther demonstrated by the fact that 9 correlativerights. Mr. Thomas, not surprisingly -- as
10 despite Mr. Christian pointing out the nature of 10 arepresentative of the oil and gasindustry that
11 integration orders from several other states, heis 11 doesn't own, doesn't have any holding of any of these
12 unableto cite asingle case from afederal court, 12 mineral rights -- necessarily, folks, is on the rights
13 ditting as a congtitutional reviewer, that has said, oh, 13 of individuals that produce their gas. But the
14 yeah, these factors are acceptable and are adequate to 14 ownership of the thing includes both the right to sell
15 satisfy due process. That's not hisfault. He can't do 15 it and the right to keep it.
16 that because, asfar as| cantell, such a case does not 16 And so aproper analysis of correlative rights
17 exist. The gquestion has not been answered. 17 isgoing to include balancing of the rights of those who
18 So, Mr. Thomas, again, coming back to where | 18 want to produce against those who think it's not the
19 started, you have the task of deciding, in the first 19 right time, those who think it's not avery good deal,
20 instance, what does the constitution require to make 20 thosewho think it harmstheir property more than it
21 something just and reasonable so that the statute is 21 helpsit.
22 valid. Thisisn't addressed in prior integration orders 22 And so natural recognition of aright not to
23 for Idaho. Itisn't addressed inintegration orders 23 sl isan important first step in understanding, what
24 from other states. It isn't addressed in prior 24 areyou going to order be done when that right is denied
25 constitutional challenges to integration orders, either 25 [unintelligible].
Page 39 Page 41
1 from Idaho or elsewhere, because they simply don't 1 [Unintelligible] we should talk about the
2 exigt. 2 procedural methods here. The oil and gas companies want
3 Now, that may seem odd in an industry as big 3 afast, inexpensive, stripped-down procedure that makes
4 asoil and gas, in anation as large as the United 4 it harder for mineral rights ownersto make a case for
5 States, but | can assure you it's not odd. There are 5 what are "just and reasonable" terms. But these
6 many issues that have simply never been decided, and yet | 6 procedural stepsthat we've requested are critical.
7 we have to dea with them. 7 | can give you a great example that we're
8 So what do -- you know, your job, in assuring 8 facing aready. Whileit istrue that the vast majority
9 that the statute isvalid and is validly applied in this 9 of mineral and gas-- oil and gas leasesin Idaho have
10 and other cases, isto look at what are the issues that 10 been at a1/8 royaty and a $100 bonus payment, we know,
11 are going to be necessary to satisfy the law. 11 because Mr. Christian hastold us, that in some cases a
12 We think you can break those down into wee, 12 greater bonus payment was made. And | certainly, for
13 broad categories. One is the substantive due process 13 one, appreciate hisintegrity in disclosing that.
14 categories, and those are expressed and have been 14 I have serious questions, however, about the
15 developed to avery limited extent in what are called 15 integrity of the oil and gasindustry. It's America, in
16 therate-setting cases. 16 2021. Everyone has questions about the integrity of the
17 | think you have to address the understanding 17 oil and gasindustry. And if we don't have the ability
18 of correlative rights, not only asthe right to produce 18 to subpoenarecords, we have no way of proving whether
19 and sell one's gas and oil, but also as the right to 19 or not a different bonus payment was made.
20 declineto produce and sell one's gas and oil. 20 We have no way of knowing whether or not Snake
21 And then, finally, you have to ensure that 21 River Qil and Gasistrying to impose terms on mineral
22 there'saprocedure that will be adequate, because, 22 ownersthat it would never even accept for itsown
23 ultimately, thereis and will aways be a deprivation of 23 mineral rights. We have no way of knowing whether in
24 property rights going on in this process. You will, if 24 fact Snake River Oil and Gas has the leaseholds that
25 you enter the integration order at all, which you are 25 they claim to have if we can't test the truth of their
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1 statements. 1 one, if not -- if not an easy one, which isto say, we
2 And that's what this procedure that we're 2 are about to engage in the process of telling people
3 proposing is about, and, yes, it looks an awful lot like 3 that we are going to take something they paid for,
4 acourt proceeding. But that's the tool that American 4 against their will, on termsthey don't approve of, and
5 jurisprudence has chosen, to test the truth of facts. 5 we're going to sell it to someone else. Thisisan
6 So things like giving us adequate time to 6 exercise of State power over people's homes. Let's not
7 prepare, providing us subpoena power, providing us the 7 pretend otherwise. And that implicates fundamental
8 ability to actively and, when necessary, aggressively 8 rightsat an incredible level.
9 cross-examine those who are making statements under oath | 9 So to that end, the factors we have
10 toyou, areal toolsfor finding the truth. 10 identified, and the factors that the Department of Lands
11 And that is also very closely related to the 11 hasidentified, are both highly relevant to determine
12 final category, which isto recognize the substantive 12 what isjust and reasonable.
13 rights of minera holders. In addition to their right 13 And, finaly, if you find yourself uncertain
14 to decline, if they are forced to sell despite their 14 of which way to go, sir, which | wouldn't blame you for,
15 right to decline, then the rate-setting cases -- which 15 we can go back to -- | mean, literally and directly, to
16 isvery much what you're doing here, Mr. Thomas. You're |16 the statuteitself. What isjust. What is reasonable.
17 setting arate. It'sjust not -- it's not the royalty 17 It isnot just to come to somebody and say, |
18 rate or the bonus rate, but it's everything else that 18 want to sell my gas, so I'm going to make you pay a
19 goesinto what are the terms of sale. 19 pricefor that, even though you don't want to buy my
20 Thelaw in thisteaches usthat there are a 20 gas.
21 lot of factorsinvolved, that alot of those factors are 21 Itisnot just for a corporate oil and gas
22 redly economic. It ishard to imagine a better example 22 operator to come and say, we're going to shift the costs
23 where the economic and the noneconomic are actually 23 of our operation on to people who didn't want anything
24 identical. If you're going to force somebody to sell 24 todowithitinthefirst place.
25 what isunder their property, then the harm you do to 25 It isnot just to come to people and to say,
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1 the surface estate is an economic harm. 1 we're going to let these people -- we're going to let
2 If, in the course of forcing someone to sell 2 these outsiders, these people who you don't owe anything
3 their subsurface estate, or a portion of their 3 to, cometo your land, drill under your property, and if
4 subsurface estate, you destroy the value of their 4 they happen to poison your groundwater, well, we're not
5 surface estate, that's an economic harm. 5 going to do anything about that.
6 If you force somebody to sell their mineral 6 "Just and reasonable” impliesfairness. It
7 rights at a below-market rate, then you are not only 7 impliesagood dedl. It impliesthat nobody is shifting
8 violating due process, you are doing economic harm. 8 their costson to anybody else. And it impliesthat
9 The fact that something is economic does not 9 everybody who didn't want to participate in this deal
10 mean it isunimportant. It does not mean it doesn't 10 that's being forced on them, be able to walk away in no
11 have constitutional significance. In fact, it means 11 worse position than they areright now. When thisis
12 quite the opposite. Where economic harm is done, the 12 all said and done, everybody should be in a better
13 law of due processisaways held. It is much easier to 13 position than they were before it started.
14 prove that thereis adeprivation of an interest that 14 And right now, with the terms proposed by
15 requires due process of law. So the argument that this 15 Snake River Qil and Gas, we don't think that's the case
16 ispurely economic and therefore somehow excluded from |16 and that's what we think the upcoming hearing should
17 constitutional consideration wouldn't be more wrong. 17 address, how to make sure that that happens.
18 The combination of the correlative rights of 18 As Mr. Christian admitted whether or not, for
19 nonconsenting owners, the procedural toolsthat areused |19 instance, surface use of the subject estatesis
20 to find the truth and to protect the interests of 20 appropriate and within "just and reasonable” is highly
21 everybody involved in atransaction, and the substantive |21 contextual. 1t will depend on the facts on the ground.
22 due process rights related to ensuring that the overall 22 And so that iswhy you face this task of
23 termsof sale are fair and reasonable, are all related. 23 trying to decide, in each case, one at atime, what is
24 And so you can't have one without the other. 24 just and reasonable.
25 To that end, our positionisafairly simple 25 Here, where the spacing unit includes both
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1 industrial and agriculture and residential, and | don't 1 inldaho at thispoint. We have acompany that camein

2 honestly remember whether this particular spacing unit 2 and hastried to establish industry standards that are

3 includes municipal property, but where al of those 3 suitabletoit and its profit margin. That does not

4 things are in existence, then the factorsto be 4 make them actual industry standards. We won't have

5 considered should reflect al of those things. 5 industry standardsin Idaho until we have alot more

6 If thiswere purely a spacing unit that 6 experience with what it'sliketo drill and produce here

7 consisted of nothing but 640 acres of rangeland, it 7 inldaho.

8 would be adifferent case. That is not the case we 8 And so while generalized industry standards

9 have. And the factorsyou choose should reflect the 9 are helpful, they provide somelevel of guidance. But,

10 interests of everybody who will be affected, including 10 one, | don't know how you'll find those standards, to be

11 the homeownersthat are my clients here. 11 honest, you know, because they are difficult to suss

12 I would be happy to answer any questions. 12 out. And, two, they may still not be appropriate for

13 HEARING OFFICER THOMAS: Thank you, Mr. |13 our setting.

14 Piotrowski. I'vejust got afew questions for you, and 14 HEARING OFFICER THOMAS: Mr. Christian, thank

15 then | am going to have a courtesy 15-minute break for 15 you for that.

16 peoplein the room and whatnot, and then we'll come 16 And with that, it's 2:05 Mountain Time.

17 back. But let's address -- let's go to a couple of 17 Chris, I'm going to ask you to pause the recording for

18 questionsfirst. 18 about 15 minutes so everyone can get some air and maybe

19 First, with the people you represent, are they 19 adrink, and we'll resume at 2:20 Mountain Time. All

20 membersof CAIA? 20 right?

21 MR. PIOTROWSKI: Yes, they are. 21 (Recess held.)

22 HEARING OFFICER THOMAS: Thank you. 22 MR. GOZZO: The recording has been started.

23 And I'll pose this question to you; it'sthe 23 HEARING OFFICER THOMAS: Thank you very much.

24 single question I'm going to poseto everyone: Could 24 Folks, we had anice little recess, and as you

25 you share what industry standards are regarding factors 25 saw, | tried to improve the speakers for some of those
Page 47 Page 49

1 used in setting "just and reasonable” terms. 1 inattendance. It didn't work. So we're just going to

2 MR. PIOTROWSKI: Theindustry standards, tomy | 2 -- 1 think everyone can hear, and if not, you can fill

3 research, vary from place to place and are developing 3 these near -- these front chairs.

4 over time. The form contract that Mr. Christian 4 We've heard from Mr. Christian and

5 continualy pointsto, and that isincluded as part of 5 Mr. Piotrowski. Right now | would liketo call on the

6 their application and is apparently the basis of the 6 ldaho Department of Lands counsel.

7 voluntary leases they've entered into, is very broadly 7 For the record, please state your name and who

8 written and iswritten in such away that it can address 8 you represent.

9 many different types of operations. 9 MS. VEGA: Thank you, Mr. Thomas. My nameis
10 And so, for instance, the industry standards 10 Joy Vega. I'm adeputy attorney general with the Idaho
11 in North Dakotawill be different from industry 11 Office of the Attorney General, appearing today on
12 standardsin western Pennsylvania, and those will be 12 behalf of the Department of Lands Oil and Gas Division.
13 different from industry standardsin west Texas. And 13 The Idaho Department of Lands did file an
14 those standards are highly contextual. 14 opening brief in thismatter. The stated intent of
15 Herein Idaho, those alleged thousands of 15 IDL'sbrief isto provide easy reference pointsto
16 leasesthat Mr. Christian speaks of, the vast majority 16 applicable Idaho Code sections, administrative rules,

17 of those were entered into by one company, AltaMesaand |17 and other contract-based considerations that may be
18 itsaffiliates. And so it doesn't tell us much about 18 necessary or relevant in establishing what "just and

19 industry standards here in southwest |daho. 19 reasonable’ factors -- excuse me, what "just and

20 Those standards have yet to be developed here 20 reasonable" factors and related evidence may be

21 in southwest Idaho. We have ahandful of wells. Almost |21 considered at the upcoming evidentiary hearing. That
22 none of them arein production. Those that have beenin |22 evidentiary hearing will be on the merits of the

23 production have resulted in litigation, or at least one 23 integration application before you.

24 of them has. 24 At that evidentiary hearing, the applicants

25 We don't have industry standards established 25 will presumably offer proof of its compliance with the
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1 statutory requirements that enable the integration of 1 integration proceeding because |daho Code 47-320
2 the uncomitted mineral interest owners, pursuant to 2 providesthat the Department, "May prescribe the terms
3 ldaho Code Section 47-320 and IDAPA 20.07.02. 3 and conditions upon which the royalty interests in the
4 Additionally through this process, evidence 4 unit, or units, shall, in the absence of voluntary
5 may be accepted as to what "just and reasonable” factors 5 agreements, be deemed to be integrated without the
6 have been established as a result of this hearing. 6 necessity of a subsequent separate order integrating the
7 IDL'sinput on the identification of the 7 royalty interests."
8 applicable statutory and regulatory provisions matters, 8 Since afunction of the integration order can
9 because the Oil and Gas Conservation Commission has 9 beto set the terms and conditions upon which royalty
10 delegated most of its powers and duties, vested by law, 10 interestsin the unit will beintegrated, utilizing the
11 to the Department. IDL has authority and obligation to 11 minimum requirements of the Oil and Gas Conservation Act
12 administer or enforce most of the provisions of the Qil 12 isan appropriate baseline for ensuring that an
13 and Gas Conservation Act, whether by expressed 13 integration order includes terms and conditions that are
14 declaration of the legislature, or a delegation by the 14 just and reasonable.
15 Commission. 15 Of the four statutes listed, the Oil and Gas
16 The statutes, rules, and contract-based 16 Conservation Acts definition of market value was
17 considerationsidentified in IDL's opening brief are 17 included, because Idaho Code 47-332, subsection 4, which
18 each factorsthat it hasidentified as being necessary 18 addresses reportsto royalty owners, including deemed
19 or relevant in the event afinal order isissued 19 leased owners, requires that the gross production,
20 integrating the uncommitted mineral interest ownersin 20 disposition, and market value be stated on each oil and
21 the spacing unit that was established, | believein 21 gasroyalty check stub.
22 2020, in Docket OGR 01-002. 22 Also, Snake River Oil and Gas, as the lessee,
23 Section A of the Idaho Department of Lands 23 would have to maintain al reports and records that any
24 opening brief addresses just a couple surface-use 24 integrated owner, as the lessor, may require in order to
25 factorsthat may integrate -- or, excuse me, that may 25 verify gross production, disposition, and market value
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1 impact integrated parcels. If asurface use of an 1 of oil and gas sold from the unit.
2 integrated parcel is addressed in the integration order, 2 The first sentence of 1daho Code 47-310,
3 theterms of the order may substitute or supersede the 3 subsection 11, defines market value as it applies to
4 surface-use provisionsin the standard lease form that 4 47-332, subsection 4, which | just discussed.
5 has been submitted by Snake River Qil and Gas at 5 In addition, the second sentence of the
6 Exhibit D to the application. 6 definition of market value is also applicable to the
7 As an example, the application cover letter 7 royalty check stubs, because 47-332(1)(i) requires that
8 indicatesthat no drilling activitieswill occur on 8 theroyalty owners share of severance taxes be stated
9 parcelsto beintegrated in the spacing unit. If that 9 on the check stub. In the definition of market value,
10 statement is presented with evidentiary support in the 10 thelegidature has limited what, if any, deductions can
11 integration hearing, the Department recommends that such |11 minimize that severance tax.
12 alimitation be included and made part of the actual 12 So the "just and reasonable” terms of
13 integration order. 13 integration should include, at a minimum, applicable
14 Another example would be whether the applicant 14 statutory requirements. So each statute that relatesto
15 intends for other surface uses, so other than the 15 theroyalty interests of a deemed leased owner is
16 drilling location, on any of the integrated parcels. If 16 relevant to the integration order and the contract's
17 the evidence presented at the integration hearing is 17 termsthat would be imposed upon those owners.
18 that no surface uses are expected on any of those 18 Finally, Section C of IDL's brief identifies
19 integrated parcels, then that limitation should be made 19 some contract-based considerations that you may want to
20 part of the order, which, in turn, would supersede 20 identify as"just and reasonable” factors for further
21 certain surface-use terms in the applicant's standard 21 discussion and presentation at the evidentiary hearing.
22 lease, including the Exhibit B to that lease form. 22 The process of integration under the Oil and
23 Section B of the Department's opening brief 23 Gas Conservation Act imposes binding contracts on deemed
24 identifies four sections of Title 47, chapter 3, that 24 leased owners. It istherefore incumbent upon the
25 pertain to royalties. These arerelevant factorsto an 25 applicants, and this tribunal, to ensure that those
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1 contract terms at least comply with the statutory 1 lease forms are termsthat are used by the federal
2 minimum requirements. 2 government, or other state governments; are terms that
3 In turn, it isincumbent upon the applicants, 3 arecommon in theindustry, generally accepted in this
4 and thistribunal, to ensure that the imposed leased 4 industry; and the application across state governments
5 termsdo not give the operator more than the right to 5 and the federal government is anormal, understood thing
6 develop, produce, and sell the oil and gas from the 6 intheindustry which also probably benefits our courts
7 unit. 7 and other sister jurisdictions.
8 If the standard |ease form, submitted as 8 HEARING OFFICER THOMAS: Thank you, Ms. Vega.
9 Exhibit D, does not comply with Idaho law, the 9 That'sdl | have.
10 integration order isthe tool for altering those form 10 MS. VEGA: Thank you.
11 contract'sterms. 11 HEARING OFFICER THOMAS: Folks, thanks alot.
12 Therefore the considerations listed in Section 12 | wasgoing to ask again, are the Dorsings in attendance
13 C could be useful in enabling this tribunal to ensure 13 either virtualy or in person?
14 that afinal order granting the integration application 14 (Pause given for response.)
15 imposed contract's terms on the deemed |leased owners 15 (No response.)
16 only to the extent permitted under Idaho law. 16 HEARING OFFICER THOMAS: On my Zoom portal, |
17 If you have any questions, | would be happy to 17 don't see any unknown numbers. So | wanted to give them
18 address those for you. 18 another opportunity.
19 HEARING OFFICER THOMAS: Thank you, Ms. Vega. |19 I'd like now to ask, are there any other
20 Onequestion that | pose: Would you share industry 20 uncommitted mineral interest owners in the proposed unit
21 standards regarding factors used in setting "just and 21 that plan to participate today? In person, first, is
22 reasonable” terms? Again, Idaho, as everyone has said 22 anybody in the room?
23 sofar, isanew stateto this. So abroader, | think, 23 (Pause given for response.)
24 body of industry could help. 24 (No response.)
25 MS. VEGA: And | agree, Mr. Thomas, that Idaho |25 HEARING OFFICER THOMAS: Okay. In Zoom
Page 55 Page 57
1 isagenerally new state to oil and gas development. [t 1 universe, isthere anyone out there?
2 hasexisted for, | think, over a hundred years; however, 2 (Pause given for response.)
3 not to any great economic value. However, that could 3 HEARING OFFICER THOMAS: I'm going to give you
4 certainly change. 4 about 20 seconds to find the mute button. Ah.
5 The focus of the Department's review or 5 MR. GOZZO: Mick, thisis Chris. Onething
6 consideration of industry standardsis really focused on 6 I'd like to mention isthat with the webinar format of
7 ensuring that those standards conform to Idaho law. 7 Zoom, we've got three attendees joined, and by default,
8 Although | was not personally involved with the drafting 8 they are muted.
9 of the Oil and Gas Conservation Act, my understanding, 9 HEARING OFFICER THOMAS: I'll go ahead and
10 from those who were, is that other nearby western 10 welll start in the upper left. | just want to make sure
11 developing states were looked to and their laws were 11 everyone hasthe opportunity to at least say "I don't
12 looked to and their processes were looked to as to what 12 want to say anything," or talk.
13 worksin our region. 13 So | have Nancy Bankhead. Chris, if you could
14 So if thistribunal needsto go outside of the 14 un-mute her and seeif she would like to make comment.
15 ldaho Oil and Gas Conservation Act and the applicable 15 And, Nancy, you don't have to say anything. If you're
16 regulatory rules and administrative rules, you could 16 quiet, we'll just move on.
17 look at what other statesin our region are doing, based 17 MR. GOZZO: Okay. | will ask Nancy to
18 on what those states laws are and whether or not 18 un-mute.
19 they're very similar or very different from Idaho's. 19 MR. LEADER-PICONE: ThisisMacolm
20 Y ou could also perhaps look at what the Bureau 20 Leader-Picone. I'm attorney for Nancy Bankhead and
21 of Land Management doesin standard lease. | believe 21 Fallon Enterprises, Inc., the owner of the real property
22 it'sstandard across the country. However, theremay be |22 on which the Fallon 10 and Fallon 11 wells are located.
23 differencesin regional lease forms. 23 And we're not going to be making a presentation or a
24 But those are things, so kind of the standard 24 statement today. We'rejust observing. If you have any
25 statutesthat are used across most states; standard 25 guestions of us, we're happy to answer questions.
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1 HEARING OFFICER THOMAS: Thank you Mr. 1 And | understand "just and reasonabl€" to me,
2 Leader-Picone. | do have one question. There's another 2 asanonlawyer, meansfair, or what would be inferred to
3 one, Helen Yost. Areyou representing her as well? 3 what'sfair. And | would question whether two acresin
4 MR. LEADER-PICONE: No. Just Nancy Bankhead | 4 six forty, causing us to spend twelve months going
5 and Fallon Enterprises. 5 through hearings on this, if that would be considered --
6 HEARING OFFICER THOMAS: Thank you. 6 athough that's not involved in thisintegration, but if
7 Chris, let's go ahead to Helen and un-mute her 7 that'sjust and reasonable, and -- but this "just and
8 and seeif shewould like to offer any comment. 8 reasonable"’ term comes about, and it's used in regard to
9 MR. GOZZO: Okay. I've asked her to un-mute. 9 integrations, and it's going to be -- we're going to
10 HEARING OFFICER THOMAS: Good afternoon, |10 talking about what's just and reasonable to have
11 Helen. 11 integration on this Fallon one eleven.
12 (Pause given for response.) 12 So thisterm "integration,” and integration
13 (No response.) 13 existsin amost all of oil and gas producing statesin
14 HEARING OFFICER THOMAS: Wdll, that'sfine. |14 the United States. And the purposes of integration --
15 Shedoesn't have to say anything. | just wanted to make |15 two of the most important parts of integration areto --
16 sure everybody had the opportunity to speak whowason |16 it hasafeaturethat it gets parties together; in other
17 our conference. 17 words, a pending integration gets parties to the table
18 All right, folks. | think that coversthe 18 to work out terms at an arm's-length transaction.
19 partieswho have signed up to speak today. Atthistime |19 In the absence of that, we go -- operators go
20 if you are, first, in person, and you would like to 20 tointegration. Andwe havein this case.
21 provide public comment, feel freeto stand up, cometo 21 But another very important part of integration
22 the podium. Again, I'm going to limit you to five 22 isit prohibits minorities from prohibiting majority
23 minutes. 23 from exercising their rights, from enjoying their
24 (Pause given for response.) 24 mineral rights.
25 HEARING OFFICER THOMAS: No oneisstanding up |25 Inthiscase, | think Macolm -- Mr. -- Ms.
Page 59 Page 61
1 intheroom. 1 Bankhead's attorney was just on the phone. They are the
2 MR. BROWN: I'll say something. 2 largest owner in the unit, followed by Ms. Donohoe
3 HEARING OFFICER THOMAS: oOkay. Wedohaveone | 3 [phonetic} -- excuse me, Ms. Lockner.
4 person. 4 Next down to -- so we've got almost 90 percent
5 (Unintelligible.) 5 of the unit that want usto drill awell, and we're
6 HEARING OFFICER THOMAS: Just call me hearing | 6 prevented from doing so because we don't have an
7 officer -- 7 integration.
8 MR. BROWN: Hearing Officer? Richard Brown 8 So the other thing is, you-all just had
9 with Snake River. And | understand we're here to talk 9 testimony, you-all are going to lean on other states and
10 about "just and reasonable," and what would be discussed |10 what they do, and why don't we lean on other statesin
11 at -- so we're having a hearing to talk about "just and 11 thisregard aswell. Sointegration in other states
12 reasonable" to have another hearing. And I'm going to 12 occursin some window of a 90- to 120-day period. In
13 say that we, asthe operator, are spending way too much |13 this case we've been at this -- we're going to be
14 money on hearings. Right now we're spending tentimes |14 pushing up to over 12 months when thisis done.
15 more money on legal feesthan we're spending on buying |15 And there are not -- there's not multiple
16 oil and gas leases and drilling oil and gas wells and 16 hearingsin other states. There'stypically -- so we've
17 producing oil and gas. 17 had spacing. We've got spacing. Now we're having a
18 So | would say that hopefully, at this next 18 "just and reasonable” hearing. And then there's going
19 hearing, that we have now defined what "just and 19 to be anintegration hearing. In other states, there's
20 reasonable” is, that we can move forward and have less 20 typicaly one hearing.
21 hearings, maybe condense the hearings going forward. 21 So if we're going to lean on other states,
22 Mr. Piotrowski keeps referring to that IDL is 22 let'sdo it the way they doit.
23 forcing these unwilling participants, and | understand 23 And, anyway, that'sall | haveto say. Thank
24 that CAIA represents two partiesin this hearing, 24 you.
25 representing one point four acres and one acre. 25 HEARING OFFICER THOMAS: Thank you, Mr. Brown.
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1 And | need to make sure that we al -- go ahead. I'm 1 So we have to go other placesto do it.
2 not going to ask you a question. That'sfine. 2 I have people working in Nevada, that are
3 | wanted to say that | procedurally kind of 3 working in Washington; they're working in North Dakota.
4 broke my own rules here. | would have liked for Snake 4 They live here. They're all people that livein this
5 River to offer rebuttal before the comments began. 5 community, and they want to come home.
6 | haven't forgotten about you-all, al right? 6 So that's why we put al this together years
7 Well gettoit. 7 ago, and then we get it up and then it al shuts down.
8 So let's go ahead and flow through the public 8 So that's pretty much all | have to say.
9 comments and I'll say to Snake River, for your rebuttal, 9 HEARING OFFICER THOMAS: Thank you, Mr.
10 please don't consider any commentsin your rebuttal. 10 Hatfield.
11 MR. CHRISTIAN: Sure. | understand. 11 MR. HATFIELD: Thank you, Mr. Thomas.
12 HEARING OFFICER THOMAS: Thank you. 12 HEARING OFFICER THOMAS: | will say, before
13 Thank you, Mr. Brown. 13 Snake River comes up with their rebuttal, if you want to
14 Do we have any other commenters? | don't see 14 make -- if you want to provide comments, I'm willing to
15 anyone who hasn't been given the opportunity to speak 15 accept comments up to probably, let's say, 5 o'clock
16 yet. Anybody elseintheroom? Go ahead. State your 16 Mountain Time tomorrow, if you want to e-mail comments
17 name. 17 directly into me. | just really want to give the
18 MR. HATFIELD: My name is Bob Hatfield. 18 opportunity for everyone to speak.
19 HEARING OFFICER THOMAS: Mr. Hatfield? Go |19 | would say, | think, on our OGCC site
20 ahead. I'll give you five minutes. 20 definitely -- if thereis, contact us. Just go to the
21 MR. HATFIELD: Okay. Thank you, Mr. Thomas. |21 OGCC.ldaho.gov, click on "contact," and we'll make sure
22 | just wanted to say that, you know, we have a 22 your comments are recorded, again, up until 5 p.m.
23 small business here that we started here, and I've been 23 tomorrow, Mountain Time.
24 affiliated with the oil and gas thing here since 2010. 24 And with that, Snake River counsel, thank you
25 And we've been on again, off again, on again, 25 for your patience. | invite you to come up and offer
Page 63 Page 65
1 off again. And we get on the bandwagon. We drill some | 1 any rebuttal.
2 weélls, and produce some wells, and compl ete stuff, and 2 MR. CHRISTIAN: Thank you, Mister
3 doworkovers. And we get thingsall [unintelligible] up 3 Administrator. I'll try to be brief.
4 and we start rolling ahead, and everybody's doing well, 4 Mr. Piotrowski, in his comments, referred
5 and then all of a sudden something comes up and 5 repeatedly to, or described the process repeatedly, asa
6 everything shuts down. And then we're shut down for -- 6 taking of uncommitted mineral owners interests and a
7 and now we've been shut down -- we haven't redlly donea | 7 forced sale of those intereststo others. And asa
8 whole lot since they finished the Barlow at Fallon 8 legal matter, | think that'sincorrect. Theresa
9 wdls. 9 number of courts, over along period of time, who have
10 And so now we've been all these years without 10 said that the integration is not ataking. Infact,
11 anything going on. We need to get an industry standard. |11 Mr. Piotrowski's clientsin the CAIA vs. Schultz case
12 We haveto keep going and get some kind of momentum |12 initially asserted ataking claim and then ultimately
13 built so that we have enough wells that we can say this 13 dropped it in the case, | think because it recognized
14 isanindustry standard. Becausethisis not Wyoming. 14 that it wasn't an appropriate claim. Itisnot a
15 It'snot Caifornia, North Dakota. 15 compensable taking.
16 But, you know, we just -- we're really hanging 16 The courts have recognized that the
17 on, trying to stay in business so that we can keep 17 integration or pooling processis aregulation of that
18 moving forward, you know. 18 interest in avalid exercise of the State's police
19 Andthat'sall | really want to say. My 19 power, which isthe whole balancing act. Soit's sort
20 peoplewould really like to come back home and work. 20 of maybe asmall issue but | think it'simportant to
21 Because we're not providing, you know, low-incomejobs. |21 keep in mind that what is being -- what is happening is
22 We're providing jobs that are paying people three 22 theregulation of their interests.
23 hundred, four hundred, five hundred dollarsaday. You |23 Mr. Piotrowski continued his discussion, which
24 know, when things are going on here, we can do that. 24 carried over into his briefing, or from his briefing,
25 But we can't do that unlessthis deal's up and running. 25 about implied elements of the statute, what should be
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1 implied from the statute. And of course heimplied a 1 to keep in mind, what isit exactly that Judge Winmill
2 broad range of things, up to and including an entirely 2 said, and what does the statute say about what the
3 separate procedure and notice and subpoena power and 3 Commission does and what its ultimate goal is, what its
4 every other -- other thingsthat don't exist in the 4 ultimate purposeis.
5 statute. 5 Mr. Piotrowski engaged in a discussion of
6 And my responseisrealy just, to the extent 6 correlative rights which he said included, you know --
7 that there are things that are directly contrary to what 7 hethinksit includes, or suggested it includes, the
8 isset forth in the statute, by definition it can't be 8 right not to sell, and some other things. And again,
9 necessarily implied from the statute. 9 the statute defines what correlative rights means.
10 If 47-328 says, hereis the procedure upon 10 In making your decision, and the Commission
11 which we will process applications for integration, and 11 doing itsjob, it has to operate under the statutory
12 thetimeframes under which it will occur, and who may 12 definition that has been provided to it by the
13 participate, and whether there may be discovery, and all 13 legidature. Because again, the Commissionisa
14 of those things; those are set in statute. That's the 14 preacher of statute and it has the power that the
15 procedure. And you cannot imply, from the statute, some |15 legidature gave it and no more.
16 other procedure which iswell in excess and contrary to 16 And so it must use that definition. And so if
17 that. 17 itsjobisto protect correlative rights, that means
18 And he stated in his comments about whether, 18 engage in processes and do those things that it can do,
19 you know, everything else [unintelligible] is on the 19 within the statutory framework, to ensure that all
20 table, the entire universeison thetable. Again, 20 interest holders have the opportunity to receive their
21 you've got to keep in mind, and | think we all have to 21 equitable share of production. Because that's the
22 keep in mind, what did Judge Winmill say; what washis |22 definition of correlative rights. And don't commit
23 directive, what was the requirement of the federal court 23 waste. And that also is defined in the statute.
24 to do to comport with due process; that is, what factors 24 | think that's all | have to say about the
25 areyou going to consider. 25 opposing mineral owners comments.
Page 67 Page 69
1 He recognized that the meaning of that term -- 1 With respect to Ms. Vega's comments on behal f
2 becauseit's not -- there's no definition of it in the 2 of the Department, | am not sure but | think we are
3 statute -- isan item of discretion for the agency; in 3 actually now on the same page about the scope of
4 thiscasefor you, or if it's appealed, to the 4 application of that definition of market valuein
5 Commission. And thereisabundant caselaw inour own | 5 Section 310, sub 11. | think what she said -- and
6 state courts about what constitutes an appropriate 6 shell correct meif I'mwrong -- was that it appliesto
7 exercise of discretion. I'm getting old, and | may 7 that definition, or to those reporting obligationsin
8 forget [unintelligible] but for a court to exerciseits 8 332
9 discretion, for example, they've got to recognize that 9 And so to the extent there are reporting
10 itisan element of discretion; they have to engagein 10 obligationsto royalty interest holders, which the
11 something that's not completely arbitrary in the manner 11 integrated mineral ownerswill be, how that reporting
12 in which they exerciseit, and follow through those 12 occursisimpacted by the definition of market value. |
13 steps, and you have properly exercised your discretion. 13 don't think | disagree with that.
14 It is no different here, which, | think, is 14 | started with the assumption that the
15 why Judge Winmill did not go off into any sort of 15 Department was urging that market value meant something
16 investigation or finding or order regarding what "just 16 inall -- in al settings, and that, for example, which
17 and reasonable" means, because he recognized that'snot |17 resultsin the particular lease term. And | think she
18 for meto say. That'san element of -- an item of 18 maybe corrected my misapprehension.
19 discretion for you, the Administrator, or the Commission |19 The only other comment | would have about the
20 ultimately. 20 Department's suggestions are, yes, it is reasonable to
21 And so aslong as you follow the rules on the 21 say that we should ensure that the operator complies
22 exercise of discretion, and you do this extra piece that 22 with thelaw. The question iswhether -- whether an
23 thefederal court imposed in order to comport with due 23 integration order has to proactively include terms which
24 process, you've done your job. 24 seek to enforce portions of the law which are aready
25 So, again, I'm repeating myself, but we need 25 there and that the operator is already subject to. The
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operator already hasto do things. It has to submit an
application for a permit to drill, for example, or if it
wantsto plug awell, it hasto follow certain standards
that are set forth in the statute.

If it wants to -- you know, its casing has to
meet certain standards, and cementing, and it has to
report in certain ways.

It isn't necessary to recite all of those
thingsin the integration order. It's appropriate to
say, you know, do |, asthe Administrator, when | look
at the application, do | see anything that is possibly
contrary to what their obligation is under the law.

| think it'sa-- it'savery large and
unwieldy and maybe impossible job for an operator to
say, in the universe of laws that could apply to my
application and I'm going to show you how this
application applies to every single one of them. That
could go on for weeks, | think, in aresearch project.

So | think it's -- | think that approach isn't
necessary. But certainly if either the Department, in
evaluating the application, or an opposing mineral owner
has some suggestion that something that's included in an
application isout of [unintelligible] of the statute or
the rules, then certainly the operator ought to be
prepared to respond to that.
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But the intention of any operator, | think,
that's supplying an application for integration is what
we've described, which is, what are the economic terms
upon which we're going to deal with uncommitted mineral
interests, with the knowledge that everything else we do
in our operation we're subject to the law and have to
comply with it, otherwise we're subject to penalties and
enforcement from the Department and the Commission.

| think those are al the comments | have.

HEARING OFFICER THOMAS: Thank you, Mr.
Christian. And again -- well, to everyone, virtually
and in the room, thank you for participating. | will
take this matter under advisement and issue a written
description -- decision within 30 calendar days of this
hearing.

That adjourns our hearing. Thank you very
much.

Chris, you can stop recording.

(End of audio recording.)
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