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

APPLI CATI ONS OF AVANT OPERATI NG, LLC FOR
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OVERLAPPI NG NON- STANDARD HORI ZONTAL
SPACI NG UNI' T, LEA COUNTY, NEW MEeXI CO.
CASE NOS. 24632-24633
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I NC. FOR COMPULSORY POOLI NG,
LEA COUNTY, NEW MEXI CO.
CASE NOS. 24756-24759
CASE NOS. 24913-24916
APPLI CATI ONS OF MRC PERM AN COVPANY
FOR COMPULSORY POOLI NG,
LEA COUNTY, NEW MEXI CO.
CASE NCS. 24760-24767
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HEARI NG
DATE: Wednesday, Novenber 6, 2024
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BEFORE: Heari ng Exam ner Gregory A. Chakalian
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1220 South Saint Francis Drive
Santa Fe, NM 87505
TRANSCRI BED BY: KENDRA TELLEZ
Kendra Tell ez Court Reporting, Inc.,
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500 4th Street, NW Suite 105
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APPEARANCES
ON BEHALF OF FORAN O L COMPANY AND MAGNUM
HUNTER/ CI MAREX:

M CHAEL H. FELDEWERT, ESQUI RE
Hol | and & Hart, LLP
110 North Guadal upe Street, Suite 1
Santa Fe, NM 87501
mf el dewert @ol | andhart.com
505-988-4421

ON BEHALF OF AVANT CORPORATI ON:
BENJAM N B. HOLLI DAY, ESQUI RE
Hol I i day Energy Law Group, PC
107 Kat herine Court
San Antonio, TX 78209
ben@ heener gyl awgroup. com
210-469- 3197

ON BEHALF OF MAGNUM HUNTER AND MARATHON O L
PERM AN, | NC. :

JENNI FER L. BRADFUTE, ESQUI RE

Bradfute Sayer Consulting & Legal Services

PO Box 90233

Al buguer que, NM 87199

j enni fer @radfutel aw.com

505-264-8740

ALSO PRESENT:
| sabell a Si kes, Wtness
Staci Frey, Wtness
Cal vin Boyle, Wtness
Edward Behm W tness (via videoconference)

Sophia Guerra, Wtness (via videoconference)

Dean McCl ure, Technical Exam ner
Frey Tschantz, Law Clerk
Madi a Corral, Law Clerk
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HEARI NG EXAM NER: And
M. Holliday -- so -- Freya, would you start
recordi ng now? Thanks.
UNI DENTI FI ED SPEAKER: Yes.
HEARI NG EXAM NER: Good nor ni ng.
This is November 6th, the day after election, and it
Is now 8:30 aam W' re right on schedul e.
As | renmenber, yesterday M. Feldewert had
presented three witnesses for MRC Perm an.
M . Fel dewert, have you concl uded your
case in chief?
MR. FELDEWVERT: Yes, sSir.
HEARI NG EXAM NER: Okay. s your
m crophone on?
MR. FELDEWERT: It is now, yes.
HEARI NG EXAM NER: It's really
| nportant today that everyone speak clearly and into
the mcs, because we don't have a court reporter
with us. They're going to be transcribing this
verbatimfromthe recording. So for the witnesses,
t oo, please be very clear.
So that | eaves Ms. Bradfute, your case for
Ci mar ex, otherw se known as -- what?
MS. BRADFUTE: Magnum Hunter.
HEARI NG EXAM NER: Thank you.
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Ot herwi se known as -- what is your relationship
bet ween the two?

MS. BRADFUTE: They are affiliates.
So both entities are owned by Coterra Energy
Company, which is their parent conpany.

HEARI NG EXAM NER: Thank you. How
many w tnesses do you have?

MS. BRADFUTE: We have four
Wi t nesses.

HEARI NG EXAM NER: Four w tnesses.
Great. \Why don't you have them come on up to the --
| know one of themis virtual.

MS. BRADFUTE: Yes, that is correct.

HEARI NG EXAM NER: Why don't you have
the three that are with us and the one who's virtual
turn on their screen, please, sO we can see you.

| see you now, M. Boyle. So let's start

with you, M. Boyle, would you state and spell your
name for the record.

CALVI N BOYLE: Yes, Sir. Cal vin
Boyle, C-A-L-V-1-N, B-OY-L-E.

HEARI NG EXAM NER: Ckay. Thank you,
sir.

And then one at a tinme, would you each

state and spell your nanmes for the record.
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STACI FREY: Staci Frey, S-T-A-C-1I,
F-R-E-Y.

HEARI NG EXAM NER: Thank you.

| SABELLA SI KES: | sabel |l a Si kes,
| -S-A-B-E-L-L-A, S-1-K-E-S.

HEARI NG EXAM NER:  Thank you.

EDWARD BEHM Eddi e Behm E-D-D-1-E,
B- E- H- M

HEARI NG EXAM NER:  Thank you.

Woul d you all raise your right hands,
pl ease.

Do you swear or affirm under penalty of
perjury that the testinony you're about to give is
the truth, the whole truth, and nothing but the
truth?

HEARI NG EXAM NER: M. Boyle? Thank
you.

CALVI N BOYLE: Yes.

HEARI NG EXAM NER: Thank you, sir.
( W TNESSES: STACI FREY, | SABELLA SI KES, EDDI E BEHM

CALVI N BOYLE sworn in.)

HEARI NG EXAM NER: Wbul d you -- who
are you going to call first?

MS. BRADFUTE: | will call M. Sikes

first, but I'd also like to start with nmy opening
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st at ement .

HEARI NG EXAM NER: Definitely, but I
just wanted sonmeone to stay here at the wi tness
stand. And do you turn your mc -- isS your mc on?

It is on. Excellent. Okay. And then I
had a question for M. Holliday. And I'mtrying to
remenber what it was we were -- oh, | asked about
prelimnary matters.

So before you begin your brief opening
statenment, because your wi tnesses do have flights,
what did you want to bring up?

MR. HOLLIDAY: | don't recall
anyt hing, other than the nmovenent of the -- sliding
in the time first tonorrow.

HEARI NG EXAM NER: So you have no
other prelimnary matters for -- for discussion this
nor ni ng?

MR. HOLLI DAY: No, sir.

HEARI NG EXAM NER: Ckay. And -- and,
Ms. Bradfute, do you have any prelimnary matters
before you put on your case in chief?

MS. BRADFUTE: No, | do not. Thank
you.

HEARI NG EXAM NER: Very good. And,
M . Fel dewert.
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MR. FELDEWERT: No, sir.
HEARI NG EXAM NER: COkay, great.
Ms. Bradfute.
MS. BRADFUTE: COkay. Thank you,
M . Exam ner.
I n cases 24913 through 24916 and 24756
t hrough 24759, Magnum Hunter and Ci marex have fil ed
ei ght applications proposing | aydown devel opnent.
This devel opnent is going to cover Sections 32 and
33, which will be dedicated to Ci marex's Turnpike
wells. This is also referred to as the Turnpike
devel opment ar ea.
I n conparison, Avant has filed two cases,
24632 and 24633, pursuing standup devel opnment in
Sections 29 and 32 for the devel opnent of its
Daytona wells. And MRC has filed eight
applications, in 24760 through 24767, pursuing
st andup devel opnent in Sections 28 and 33 for the
devel opment of its Bobby Pickard wells. So both
Avant's and MRC s applications overlap only in part
with -- with Magnum Hunter's application.
Magnum Hunter is seeking to initially
dedi cate its proposed spacing units to eight wells,
four wells within the Bone Spring formati on and four

wells within the Wol fcamp formati on, but it has
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si mul t aneously proposed 12 infill wells. So it has
a total 20 well devel opnent programthat's focused
on devel oping every productive bench within
Sections 32 and 33. And I'mgoing to focus on
several differences that exist between Cimarex's
cases and devel opnent plan and the other cases and
devel opment pl ans.

First, Magnum Hunter is proposing
devel opment in two sections where it owns the
maj ority of the working interests. In conparison,
Avant seeks to extend wells down from Section 29
Into Section 32, where it only has, at npbst, a
5.61 percent working interest.

And MRC seeks to extend wells down from
Section 28 into Section 33, where it owns absolutely
no working interest in the Wbl fcanp formation and
only between 13 to 14 percent working interest in
t he Bone Spring formation.

I n Sections 32 and 33, Magnum Hunter has
established working interest control. It owns over
60 percent of the working interest in the Bone
Spring formation, and it owns over 66 percent of the
working interest in the Wolfcanp formation. It has
al so gai ned support from several other working

i nterest owners within these sections.
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Second, Magnum Hunter is the only party
that's proposed a full initial devel opnent plan of
every productive bench. MRC has not proposed any
devel opment within the first Bone Spring and the
upper second Bone Spring sand. Avant has proposed
sonme devel opnment within the second Bone Spring
i nterval, but the second Bone Spring interval is not
i ncluded within its pooling application, and it has
not proposed four wells -- four-well per section
spacing in each bench of the second Bone Spring.

And so it has proposed a total of four
wells within the second Bone Spring, whereas Magnum
Hunt er has proposed eight wells within the second
Bone Spring interval.

And so Magnum Hunter is the only party in
this case seeking to fully develop with a four-well
per section devel opment plan per productive interval
maki ng sure that full devel opnent happens within
Sections 32 and 33 and everyone's correlative rights
are fully devel opnent.

Third, Cimarex is the only party in this
case that is producing evidence related to surface
waste. Surface waste is defined under the O 1| and
Gas Act as the burning or conmbusting of hydrocarbons

at the surface or losing oil at the surface.
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Here, Cimarex has presented evidence that
its plans, its facilities plans will reduce venting
and flaring. It will use tankless facilities, which
are going to reduce surface em ssions. And it has
conpared its operations in venting and flaring
hi story with Avant's and MRC s, and it's by far
superior. No other party has presented evidence on
t hat front.

Fourth, Cimarex's plan is by far the
| owest cost option for working interest owners that
it seeks to pool and those who seek to participate
within its developnment. Under Magnum Hunter's pl an,
it will -- it will drill the same benches and well
count as Avant in the first and third Wl fcanp
intervals for approximtely $23.6 mllion |ess.
That's significant savings for working interest
owners.

And it will drill the same benches and
wel | count that MRC has proposed in the | ower
second, third, and Wbl fbone -- Wl fcanp benches for
approximately $38 million |l ess. Again, significant
savi ngs.

Despite these inportant factors that weigh
heavily within Cimarex's favor, the parties have

brought up differences in the geology. And we spent
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a lot of time yesterday tal king about well bore
orientation.

Here, both Avant and MRC want to take a
(i naudi bl e) that Cimarex owns the majority of
Interest in and put it into their own plans. And so
t hey have to find sonme justification to do that.
They presented evidence yesterday that well bore
orientation is that justification, and they're
maki ng a waste argunent.

Cimarex has a different interpretation.
Avant and MRC s interpretation is based on the
Zoback paper. And while the Zoback paper is one
pi ece of evidence, Cimarex is the only party who's
going to testify in this case that they have
acqui red additional seismc evidence that adds to
their interpretation.

And so Cimarex has the nost conplete
geol ogic picture in this case supporting their basis
and their foundation that |aydown devel opnment is
okay in this area. There's no actual preference.
You coul d pursue either |aydown or standup
devel opment, and it would not inpact production from
the wells.

Finally, MRC has pointed to ownership

differences in -- in these cases. So MRC pointed
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out the fact that there may be a title dispute in
Section 32 between Avant and Ci marex. Likew se, we
heard yesterday from Franklin Mountain that there is
atitle dispute in MRC s cases between Franklin
Mount ai n and ConocoPhillips. So title questions
exist in all of the cases that you're hearing today.

That being said, the title questions in
Cimarex cases are different fromthe title dispute
in MRC' s case. In Cimarex's applications, what they
have found is that Avant has not consi dered several
different filings that are in the public county
records.

When sone of those filings have been
menti oned to Avant by other parties, Avant has
credited those parties with an increased worKking
percentage or indicated that they will. That's not
the same as having title litigation or a demand
| etter or an actual claimout there. [It's an error
to notice sonething in the public records.

There are depth severances | ocated within
Section 32, which is a conplex issue. Cimarex is
going to present evidence today show ng, unlike the
ot her parties, that it has the nost robust plan to
fully protect correlative rights in the depth

sever ed areas. Ci marex has cal cul ated each i nterest
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owner's percentage using surface acreage
cal cul ations at the depths included within the Bone
Springs interval.

Production fromthe depth severed areas
w || happen through specific wells, and there are
frack baffles between those wells. So there's no
chance of obtaining production from one depth
severed interest area into another. And production
fromthose wells is going to go up through
facilities that is actually nmetered and neasured so
t hat everybody's production is accounted for.

The majority working interest owners are
not inpacted by this depth severance. And so it is
in their correlative rights interest to allow
production fromthe lands. And that is the overall
goal of the Ol and Gas Act, is to protect
correlative rights and prevent waste.

Here, Cimarex has presented a plan that
does exactly that. It allows every working interest
owner within the unit to get production in the bench
where they own an interest. It allows for that
production to be accurately neasured and cal cul at ed.
And it does not del ay devel opnment for any working
I nterest owner. It also ensures that there is no

wast e because every productive zone is devel oped on
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a four-well spacing per section basis.
Thank you.

HEARI NG EXAM NER: Okay. Your
exhi bits have been admtted into evidence, and we
have your first witness on the witness stand. The
m crophone is on. Please proceed.

MS. BRADFUTE: COkay. Thank you.

DI RECT EXAM NATI ON OF | SABELLA SI KES

BY MS. BRADFUTE:

Q. Good nor ni ng.
A. Good nor ni ng.
Q Ckay. Ms. Sikes, by whom are you enpl oyed

and in what capacity?

A. ' m enpl oyed by Coterra, and |I'm a
| andman.
Q Ckay. And are you famliar with the

status of the |lands in Magnum Hunter's applications?
A. Yes.
Q Have you prepared witten testinony in
advance of today's hearing?
A. Yes.
Q And was that testinmny marked as Exhibit A
i n the exhibit packet that was filed with the
Di vi si on?

A. Yes.
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Q Havi ng submtted this testinony, do you

have any corrections or nodifications that you need

to make to that -- your testinmony submtted as
Exhi bit A?
A. | do. In Exhibit 8 of nmy packet, A-8,

there is one party that needs to be highlighted,

which will be noted as a party that needs to be
pool ed.

Q. And who is that?

A. Next gen.

Q Ckay. Thank you. And, Ms. Sikes, as you

sit here today, with the exception of adding that
hi ghlight to Exhibit A-8, do you adopt the testinmony
and the exhibits that you prefiled as part of your
testinony today?

A. | do.

Q. And, as well, do you affirmthe veracity
of the exhibits and the slides with the correction

t hat you noted as attached to Exhibit A?

A. Yes.
Q. Ckay. ' m going to share ny screen.
Ckay. Ms. Sikes, | want to | ook at your

Exhibit A-7B. Do you see that exhibit on the
screen?

A. Yes.
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Q. Can you pl ease explain what this exhibit
shows.

A. This is -- this exhibit is show ng the
conpeting applicants' ownership as well as ours in
Sections 33 and 32. So in Section 33, MRC only owns
89.4 net acres in the Bone Spring formation that is
limted to the northwest quarter. And they do not
own any Wbl fcanp net acres in Section 33. Magnum
Hunter, 368 in the Bone Spring and 480 in the
Wol f canp.

And then noving over to Section 32, we
have Avant that owns 1.2 net acres in both the Bone
Spring and the Wolfcanp. That is limted to the
sout hwest quarter. And then we own 409.88 in the
Bone Spring and 370 in the Wbl fcanp.

Q Ckay. So does Magnum Hunter own the
maj ority of working interests in Sections 32 and 337

A. Yes.

Q And those are the sections that you're

seeking to devel op, correct?

A. Correct.
Q Ckay. | next want to turn to Exhibit A-10
within the exhibit packet. | apologize, | need to

go two pages down.

What does this exhibit show?
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A. This exhibit is showing where the depth
severances are within the different tracts in the
Turnpike unit. A mpjority of the depth severances
are in Section 32. That depth severance occurs in
the m ddle of the second Bone Spring. The -- our
title docunents show that it's fromthe surface of
the stratigraphic equivalent of 9,548 feet. This
applies to the west half northwest quarter, east
hal f northwest quarter, and the east half of
Section 32.

Q Ckay. And | want to next turn to your
Exhi bit A-7.

Coul d you pl ease explain what Exhibit A-7
shows.

A. Exhibit Ais showi ng the working interest
control in supports we have in contract area A. And
so (inaudible), we created separate contract areas
t hat showed the ownership at those depths. And so
contract area Ais fromthe top of the Bone Spring
to that depth severance. And then that depth, we
have 60.77 working interest. And with our -- with
t he support, we have 63.67 support in contract
area A

And then contract area B is going to be

fromthose depths, fromthe depth severance at that
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depth to the base of the Bone Spring. And our
ownership there is 57.65, and our support in
contract area B is 61.15.

And then contract area Cis for the
Wol fcanp formation. In that formati on, we have
66. 40 wor ki ng interest. And overall control, we
have 69. 73.

Q Okay. Thank you. | want to turn next to
Exhi bit A-6. Can you please identify what you were
showing within this exhibit.

A. This exhibit is showing the source
docunments and materials exam ned from our brokers
who did the title research and for our title
attorney who rendered the title opinions for the
Tur npi ke 3332 devel opnment. For these | ands, we have
title opinions dating back to 1965.

We al so have other contracts and
assi gnments and agreenents that we had in our files
t hat we provided to our brokers and title opinions.
From t hose, they were able to do their research in
t he County records and render title opinions.

Q Ckay. And does Coterra and Ci marex have
ot her information on hand from operated wells within
Section 32?

A. Yes. Cimarex has worked closely with the
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operators in the west half northwest, which would be
Rama' s Operating Conmpany, Limted, and the sout hwest
guarter which is Earthstone Operating, LLC, also
known as Perm an Resources. W were able to obtain
t he agreenents and/or the PAYDEX of those wells.

Q Ckay. And within this exhibit, |I see how
many different sources that you've listed that

Coterra and Magnum Hunter reviewed to determ ne

title?
A. Cl ose to 40.
Q Forty different title docunents?
A. Yes.
Q | ncl udi ng probably -- did you review other

docunments within the county records as well?

A. Yes. And those would be over 100.

Q. Okay. Do you think that Coterra has
performed an extensive title search within the
county records for Sections 32 and 337

A. Yes.

Q. Ckay. And do you feel confident in Magnum

Hunter's title that is found so far?

A. | do.
Q Okay. |'mgoing to next turn to
Exhi bit A-8.
MR. FELDEWERT: M. Examiner, |I'm
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going to interject here.

HEARI NG EXAM NER: s this an
obj ecti on?

MR. FELDEWERT: Observation first.

HEARI NG EXAM NER: Ckay.

MR. FELDEWERT: So it is an
obj ection, yes.

First, my objection is that the w tnesses
prefiled their testinmny. She covered all of these
exhibits in her statenment. Tinme is short today.

So |I'm not sure why we're rehashing
exhi bits and statenments that she covered in her
filed statenment, as opposed to information that she
needs to add based on what was presented yesterday.
If we have each witness rehash exactly what they
di scussed in their -- in their witness statenment and
go through the exhibits that they've already
prefiled, this going to be a | onger day.

HEARI NG EXAM NER: Okay. So what's
t he objection?

MR. FELDEWERT: So the objection is
this has already been covered by her statenment. |
don't understand why we're covering it again.

HEARI NG EXAM NER: So your objection

is to redundancy?
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MR. FELDEWERT: You can put it that
way, yes. Yes.

MS. BRADFUTE: M. Exam ner, may |
respond?

HEARI NG EXAM NER: OF course.

MS. BRADFUTE: Yes, thank you. So
yesterday you did give leeway to the parties to tie
their exhibits to their testinmony. So | do need to
set a foundation for the rest of the questions.

So we're just about done | ooking at the
exhi bits here, but | would |Iike equal treatnent
with --

HEARI NG EXAM NER: OF course.

MS. BRADFUTE: -- what was afforded.

HEARI NG EXAM NER: Ckay. So |
acknowl edge your observation. Thank you for your
observation. [I'mgoing to treat all of the parties
equal ly.

So, Ms. Bradfute, with that in mnd --
and, of course, everyone knows that there's a tine
I ssue with witnesses and all of that, so, you know,
pl ease be cogni zant of that. Otherw se, please
proceed.

MR. FELDEWERT: And just -- you know,

and | think she's aware of this. Wth ny w tnesses,
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| just had them address the new information that
came up. So .

HEARI NG EXAM NER: And, you know - -
and, M. Feldewert, | appreciate that each attorney
presents their case to the best of their client's
I nterests and -- but, | -- you know, one of the
rules here at the Division is that we have to
provide a full and fair opportunity for each party
to present their case. And unless | feel as though
a party is abusing that, then | -- I'"mgoing to sit
back and |l et that party do their job unless there's
an objection. And, of course, |'ll rule on
obj ecti ons.

Ms. Bradfute, would you continue, please.

MS. BRADFUTE: Yes.

Q Ms. Sikes, you know, briefly, w thout
restating the testinmony that's in your affidavit,
can you explain what is shown in Exhibit A-8. It is
a fairly lengthy exhibit that has a | ot of tract
Information on it that would be hel pful for the

heari ng exam ners to be oriented.

A. Yes. So these are just tract and
application overview maps that we made. |In each --
all of the units that we've created, |ike the 211,

the 212, 213, 214, the next letter just outlining
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the ownership within those spacing units.

Q Great. So you can go to the spacing
units, each slide, and it lists the spacing units
for the well. And then to the left of that, it is

col or coded and provides an ownership breakdown in
each of the tracts showing for the wells?

A. Correct.

Q Ckay. And there is a page that follows

the tract ownership title for each respective title

area. And it lists the overriding royalty interest
owner s?

A. Correct.

Q. Ckay. Thank you.

s it your understanding that the NMOCD
usual |y expects a tract ownership diagramin each
parties pooling exhibits?

A. Yes.

Q. And is that sinply what Magnum Hunter is
provi di ng here?

A. Yes, it is.

Q For cases 241 -- 24913 through 24916, the
Bone Spring cases, do all of the interest owners in
t he Bone Spring own a working interest in the wells
t hat Magnum Hunter is proposing as its initial wells

under the pooling order?
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A. Correct.

Q Ckay. So there isn't any working interest
owners in this case that would not receive
production fromthose wells, right?

A. Correct.

Q Ckay. And well production fromthose
wells be allocated to each tract in proportion to
the surface acres included in the tract?

A. Yes.

Q. Ckay. |Is this acconplished by cal cul ating
t he nunber of net m neral acres each interest owner
owns in the tract?

A. Yes. And | believe | outlined that in
Section 4 -- or paragraph 41 or 42 of ny testinony.

Q Ckay. O your testinony, wonderful. Is
Magnum Hunt er proposing that the Division create
di fferent contract areas for the depth-severed --

A. Yes.

Q -- zones? Okay. And | use the term
"contract areas," but really, are you asking the
Division to just be know edgeabl e of each ownership
interest in the tracts at various depths?

A. Yes.

Q Ckay. Thank you. And which working

I nterest owners have an interest in a depth-severed
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| ease?

A. Woul d you go back to the depth severance
map? And that would probably be a little bit easier
to expl ain.

Q. Yes. Hold on.

Ckay. Can you see the exhibit?

A. Yes.
Q Good.
A. So with the tracts where the depth

severance exists, in the west half northwest quarter
where the Rhombus Union State Com 1 well is, those
are sone of the owners who are subject to depth
severance. So that is Rhombus Operating, Rhombus
Energy Conpany, Mary H. W/ son, D&M Snel son, Oive
Petroleum Inc., and the Schlagal Brothers. And
al so Foran O Conpany.

However, below the depths, below -- or
bel ow t he depths of the depth severance, Foran Ol
Conmpany owns 100 percent of the interest in the
second -- | ower second, third Bone Spring and
Wol fcanp in this tract.

In the east half northwest quarter, from
the first Bone Spring to the depth severance,
Mar at hon and Magnum Hunter have 50 percent interest

in these | eases. Below the depth severance, Magnum
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Hunter owns 100 percent of this |ease.

And then in the east half, Magnum Hunter
and Del mar Hol di ngs own -- and the same conpanies
own just the interest (inaudible) across that depth
severance.

One thing I would Iike to note is that
both Foran and -- or not Foran, sorry. Marathon
owns in all depths in the northwest quarter and in
all depths in the southwest quarter.

Q. Ckay. And, Ms. Sikes, | want to unpack
that a little bit. So it sounds |ike there are
I nterest owners who only own a working interest in
part of the Bone Spring depths; is that correct?

A. Yes.

Q. Okay. And has Magnum Hunter reached a
voluntary agreenment with all of those working
I nterest owners that only own in part of the Bone
Spring formation?

A. Who only own in the first contract area
essentially, yes. So with Schlagal Brothers, Oive
Petroleum Inc., and Mary H W/l son, all of those
parties signed our JOA. And then we just acquired
D&M Snel son, Rhombus Operating, and Rhombus Energy
Conmpany | ast week.

Q. And are all of those parties working
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i nterest owners in the Union State Com Nunber 1

wel | ?
A. Yes.
Q. Ckay. And is that the overl appi ng spacing

unit that Avant had not specifically notified in --

A. Correct.
Q -- its application?
A. Yes. That's the well that produces from

t he Bone Spring.

Q. Ckay. So there are a few, a couple
wor ki ng i nterest owners that own different ownership
percentages in the depths, but they own an interest
I n every depth included within the Bone Spring
spacing unit, correct?

A. Correct.

Q Ckay. And did those working interest
owners receive specific notice of the depth
severance issue that was going to be presented at
t oday' s hearing?

A. Yes. |'ve sent -- when we send our
ori gi nal proposals, we sent an OA with the
filled-out Exhibit A that did outline this depth
severance. That was in -- Novenmber 15, 2023, and
t hen again in Decenber to some other owners.

And then we sent out new proposals on
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February 1st or February 2nd of 2024. And that also
i ncl uded an OA with an Exhibit A that outlined the
contract areas for all the working interest owners.
Q. Ckay.
A. In addition to the OAs we sent, we al so

did the publication notice and the application

l etters.
Q Um hnm
A. Or whatever ny counsel submtted.
Q. So all of the working interest owners in

this case have been notified about the depth
severance issue, right?

A. Correct.

Q And have any of the interest owners who
own di fferent ownership percentage within the Bone
Spring, but they own an interest in all depths,
executed an operating agreenent?

A. They have not.

Q Ckay. And have they contacted you with
any specific concerns?

A. No.

Q Ckay. So you haven't heard any objections
or concerns before you sit here today to testify?

A | have not.

Q. Ckay. To your know edge, does Magnum
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Hunter believe that it can produce the Bone Spring's
pool in Section 32 -- I'msorry, |let nme rephrase.

To your know edge, does Magnum Hunt er
believe that it can produce the Bone -- the second
Bone Spring pool in Section 32 and Section 33 in a
way that will pronmote the protection of correlative
ri ghts?

A. Correct. We've proposed different wells
at different depths that will be separately
measur ed.

Q Ckay. And that applies to the whol e Bone
Springs pool, not just the second Bone Springs
interval, right?

A. Correct.

Q. Okay. WII Magnum Hunter's correlative
rights be inpacted if it is not allowed to devel op
wells within Section 32 and 337

A. Yes. As the mpjority owner in both
Section 33 and 32, specifically in 33, | believe the
first and upper second were not proposed. And in
Section 32, they're switching between 4, 5, nmaybe
upper second, maybe | ower second, maybe staggered
wells. But as mpjority interest, we would like to
devel op our m nerals.

Q. Yeah. And Cimarex's devel opnment pl ans
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woul d i nclude an eight-well devel opment plan in the
second Bone Spring, correct?

A. Correct.

Q. Ckay. Are you aware of a title dispute in

the I ands included in the Bobby Pickard spacing

units between Franklin Mountain and ConocoPhillips
In Section -- in Section 287
A. | was not until yesterday when Deana

Bennett announced that Franklin Mountain had a title
di spute with ConocoPhillips in Section 33.

Q Ckay. And have you reviewed the testinony
that was offered, the witten testinony that was

offered by MRC s | andman in the Bobby Pickard cases?

A. Yes.
Q Ckay. Does that testinony appear to
allude -- or allege that Avant and Magnum Hunter are

in atitle dispute involving acreage in Section 327
A. It did.
Q It did. And do you believe that statenent

IS correct?

A. | do not.
Q Ckay. \Why not?
A. | would not say it's a title dispute. |

beli eve there were many errors nmade when Avant was

running title. That is due to not |ooking correctly
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I n county records or not running certain names
forward. Magnum Hunter was able to have docunents
inits files where our brokers and title attorneys
were able to run those forward.

Q. Ckay. And based on your title searches,
did you find assignnents that were in the county

records that appear to be omtted from Avant's

title?
A. Yes, a | ot.
Q. A lot. Approximtely how many?
A. Twent y- pl us.
Q. Ckay. Has anyone sent Magnum Hunter a

demand letter claimng title adverse to what Magnum
Hunter shows in its exhibits for the Turnpi ke cases?

A. Not to my know edge.

Q Ckay. To your know edge, has anybody
recently filed a quiet title lawsuit involving the
m nerals in Section 32?

A. Not my know edge.

Q. Recently Avant assigned sone of its

interests in Section 32 to another party; is that

right?
A. Yes.
Q Can you pl ease explain that assignnment.
A. Yes. So Avant did not own in Section 32
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until earlier this year where they picked up
interest from Coyote Ol & Gas. This is a party
that we did recognize in our title. Avant then went
on to pick up three subsequent assignnments of people
we did not recognize in title.

After they had these assignnents, they
assigned 10 percent of all of their interests in
Section 32 to TH MKel vey.

Q. Ckay. So they are assigning away
interests while they're pooling cases in this matter

are pendi ng?

A. Yes.
Q. Ckay.
A. And | don't think that was reflected in

their exhibits.

Q Ckay. And you nentioned that there were
parties that you could not find when Magnum Hunt er
ran its title. Can you explain, are those strangers
to title?

A. So sonme of the people that they've been
picking up -- or if we were to | ook at their
exhi bits, there's a nunber of people where -- |
believe starting in the 1990s, mpst of them assigned
their interest to Mewbourne. And so this ties into

the JOA that currently Avant is not including in
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their exhibits. But nost of the people that they
I ncl ude have assigned out and do not -- no |onger
own in Section 32.

Q. Ckay. And did you run county record
searches using the nanes of the record owners shown
In Avant's working interest |ist?

A. Yes. There were sone owners that | did

| ook up that have never owned in Section 32.

Q. Ckay. And what did do you to run those
searches?

A. So we use a program call ed Courthouse.
And | was able to just type in "Township 18." So

this is a very broad search of all of Township 18
Sout h.

And so two of the working interest owners
that | did not recognize had the nanme "animal™" in
them So all | did was type in "animal." There
were no results of "animal" owning in Township 18.

Q Ckay. Prior to this hearing today, did
Magnum Hunter try to set a neeting with Avant to

di scuss these potential title errors and om ssions?

A. Yes. We did have one or two phone
conversations -- | would have to | ook back at ny
chronol ogy of contact -- where we did bring up the

title issues and tried to cone to sonme sort of
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agreenment and maybe a prehearing statement where
we're not fighting about title just because the OCD
will not adjudicate title.

Q. Yeah. And what was Avant's response to
t hat request?

A. They were not interested.

Q Ckay. Did Avant share its title with
Magnum Hunt er before this hearing today?

A. They did not.

Q. Ckay. Did Avant share a division of the
working interest that it was going to propose before
it filed its exhibits in this case?

A. They did not. We did request an OA to
maybe get sone insight to that on -- |I'Il have to go
back and | ook, but January of 2024. And we never
received an OA from them

Q. Ckay. And when you say "OA " you nean a
j oint operating agreenment?

A. Yes.

Q. Ckay. Are you famliar with the New
Mexi co Proceeds Paynent Act?

A. Yes.

Q Ckay. And what is your nonlawyer
under st andi ng of the purpose of that |aw?

A. It ensures that paynments can be put into
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suspense if there is a title dispute.

Q Ckay. If Cimarex's applications are
granted and there are still pending title questions
in Section 32, is Cimarex willing to place any

di sputed funds in a suspense account, according with
the requirements of the New Mexico Proceeds Paynent
Act ?

A. Yes.

Q. | want to now | ook at Avant's Exhibit A.
Pl ease bear with ne.

MR. FELDEWERT: M. Exam ner, while
she's | ooking at that, when we take a break, can |
have someone fix this screen? It's not -- not
wor ki ng.

HEARI NG EXAM NER: OF course.

Q. Okay. Ms. Sikes, | have Avant's
Exhibit A which is the sworn statenent of their
| and professional, opened up. And | want you to
| ook at paragraph 19.

Can you pl ease explain what this paragraph
I's saying? Just short, just paraphrase.

A. Avant 1s stating that Magnum Hunter may
have interests under a JOA. They don't state what
JOA, what the JOA covers or anything of that.

Q. Ckay. And were you -- is Magnum Hunter
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claimng title pursuant to a joint operating
agreenment ?

A. We are not.

Q. Ckay. And joint operating agreenents
don't typically create title, do they?

A. No.

Q Ckay. So what is the basis of Magnum
Hunter's title, in general?

A. So Mat ador was the original operator of
the east half JOA of Section 32. This JOA was for
the Zafiro 32 State Com 1 well. Matador then nerged
with Tom Brown. And then Magnum Hunter -- or sorry.
Mat ador merged with Tom Brown. And then Magnum
Hunter acquired Tom Brown's interests in all of New
Mexi co.

Q. Okay. And there are title docunents filed
in the county records that reflect those title
I nterests?

A. Yes.

Q. Ckay. And are there references to the JOA
for the Zafiro well also included in docunents filed
in the county records?

A. Yes.

Q Ckay. And do you believe the Zafiro JOA

is the joint operating agreenent that Avant's
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| andman is referring to on paragraph 197

A. Yes.
Q Ckay. Let's see. |Is there a producing
well still subject to that joint operating

agreenment ?
A. There is.
Q Ckay. And could we find that well if we

| ooked it up on the O Conservation Division's

records?
A. Yes.
Q. And does it show a transfer of

operatorship that matches the title description,

title assignments that you just described?

A. It does.

Q. Okay. And is that well still producing?
A. Yes.

Q. Ckay. And who is operator under that JOA?
A. Ci mar ex Energy Co. of Col orado.

Q Did you engage in good faith negotiations

with Avant and MRC to gain their voluntary joinder
i n the Turnpi ke units?

A. Yes.

Q Ckay. Can you pl ease descri be your
communi cations with both conpani es.

A. | would turn to my chronol ogy of contacts
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exhi bit.

Q Ckay.

A. So first would be Avant operating Doubl e
Cabin M nerals and Legi on Production Partners. All
of those are entities of Avant's. And as you can
see here, we docunented pretty nuch every
I nteraction we had regarding the Turnpi ke | ands
starting in Decenmber 20 -- 27, 2023. This was after
we had al ready proposed the wells to the owners who
did owmn within Sections 33 and 32 with what our
title showed at the tine.

And then with Matador, we -- | highlighted
t he same correspondence. And with both MRC and
Foran, our |and manager had nost of the
conversations with one of their |and managers. But
this details all of the conversations that we have
had surroundi ng the Turnpi ke | ands.

Q. Ckay. Thank you. Do you believe that MRC
and Avant engaged in good-faith efforts to obtain
Magnum Hunter's joinder in their conpeting
devel opment pl ans?

A. | do not. Wth Avant, we requested a JOA
I n January of 2024, and we still have not received
one, even though they claimed to have provided one

to anybody who asked.
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And sanme with Matador. They did not
outline anybody's ownership in Exhibit A of that are
JOA. And they did not send their OA -- maybe nine
or ten nmonths after they had proposed the wells.

Q. Ckay. Thank you. | want to next turn to
the one-mle wells that Avant has recently proposed

In Section 32. Does Magnum Hunter believe that

Avant will actually drill these one-mle wells?
A. No.
Q. Why not ?
A. One woul d be the working interest. |

don't believe that Ci marex or Magnum Hunter woul d
drill a well with 1.2 net acres. And another piece

woul d be the surface disturbance. There is | esser

prairie-chicken in the -- oh, nmy gosh, the |izard.
Q Yeah, is it the dunes sagebrush |izard?
A. The -- yes. Sorry, | was getting ny

t ongue tw sted.

But both of those habitats exists, and
there is a "no disturbance" stipulation, | believe.
Q Ckay. And that "no surface" -- "no
di sturbance surface" stipulation covers the whole
surface of Section 32, to your know edge?

A. Yes.

Q. Ckay. Is it the nost efficient way to
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access the mnerals in 32 by drilling froma surface
| ocation in Section 33?

A. Yes.

Q. Ms. Sikes, what is a communitizati on
agreenment ?

A. It's an agreenent that is required by the
BLM and SLO to pool their interests.

Q. Okay. And is the SLO the New Mexico State
Land Office?

A. Yes.

Q Ckay. Is it necessary to obtain a
communi tization agreement fromthe New Mexico State
Land Office prior to spud?

A. Yes, if it includes State trust | ands.

Q Ckay. And are you aware of sonme new
processes that at State Land Oifice for the approval

of communitization agreenments?

A. | am

Q Can you pl ease explain what those are,
briefly.

A. From nmy understanding, if we need a

communi ti zation agreenent fromthe State Land
Office, we are to submt for preapproval. This is
essentially where we submt a draft of the Exhibit A

to the com agreenents. And there -- they wll
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review to ensure that no acreage is being stranded,
whi ch would | ead to waste.

Q Ckay. And has Magnum Hunter received
preapproval for its commnitization agreenment in
Sections 32 and 33 fromthe State Land Office?

A. We have.

Q Ckay. Have you researched whet her or not
t he Bureau of Land Managenent would enter into a
communi ti zati on agreenent that excludes the second
Bone Spring in Section 327

A. | have.

Q Ckay. And what is the outcone of that
research?

A. From nmy under st andi ng, the BLM has not
approved a com agreenent that |eaves out a portion
of a pool.

Q. Ckay. And by pool here, the entire --
here, the pool covers the entire Bone Spring
formati on?

A. Yes.

Q Ckay. Are you aware of the fact that
ot her parties who have title differences with
Avant's division of interest have contacted and
reached out to Avant?

A. Yes.
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Q Ckay. \Who are those parties?

A. Ri ght now - -

MR. FELDEWERT: Objection. She's
calling for testinony about conversations with third
parties in Avant. | believe that's inappropriate.

MS. BRADFUTE: Okay. | can w thdraw
t he question and rephrase it.

HEARI NG EXAM NER: Thank you.

MS. BRADFUTE: Yeah.

Q. To your know edge, have parties reached
out to Avant regarding title questions with Avant's
di vision of interest?

A. Yes.

MR. FELDEWERT: Objection. That's
t he same question.

MS. BRADFUTE: It's her -- it's her
knowl edge of whether or not. |It's not asking for
t he substance of the communicati ons.

HEARI NG EXAM NER: Let's -- let ne
ask you sonething, Ms. Bradfute, before | rule on
t he objection, because the other objection was
wi t hdrawn when you said you were going to nove on.
Where are we going with this?

MS. BRADFUTE: It goes to the title

di fferences between Avant's | and testinony and
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Magnum Hunter's.

HEARI NG EXAM NER: The title
di fferences. What do you nean by that?

MS. BRADFUTE: In the tract ownership
exhibits, they are very different between the two
conpani es.

HEARI NG EXAM NER: Don't the exhibits
spell this out?

MS. BRADFUTE: They don't spell out
why the differences exist, which | imagine the
techni cal exam ners woul d want more information
about .

HEARI NG EXAM NER: Why don't you ask
t hat questi on.

MS. BRADFUTE: Ckay.

HEARI NG EXAM NER:  You got nme --
since we are trying to basically --

MS. BRADFUTE: Yeah, keep it --

HEARI NG EXAM NER: -- cover new
ground.

MS. BRADFUTE: Okay. Yeah.

HEARI NG EXAM NER: So | sustain the
obj ection. So --

MS. BRADFUTE: Okay.

Q. Can you point out sone of the title
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differences related to other interests shown in
Avant's exhibits as conpared to Magnum Hunter's
exhi bits?

A. Yes. |If you were to conpare Avant's Bone
Spring with the Bone Spring exhibits that we put up,
there are tons of difference. Focusing on
Section 32 alone, 1'd entered all of these interests
Into a spreadsheet just to conpare and contrast
what -- who's -- which owners are off.

Some of the biggest owners that were off
woul d have been Marat hon and sone other parties,
Schl agal Brothers, Earthstone, Magnum Hunter, and
the list goes on of just the differences between the
two exhibits.

Q Ckay. And does Magnum Hunter have sonme of
the sanme title docunents for the basis of its chain
of title as Marathon does?

A. Yes.

Q Ckay. And to your know edge, has Avant
I ndicated in some of the exhibits that it has
prepared for this case, that it may have
m scal cul ated Marat hon's ownershi p percentage in
Section 32?

A. Correct.

Q. Thank you.
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MS. BRADFUTE: And that concl udes ny
guestions for Ms. SiKkes.

HEARI NG EXAM NER: Thank you,
Ms. Bradfute.

"Il turn to you, M. Fel dewert.
MR. FELDEWERT:  Sure.
CROSS- EXAM NATI ON OF | SABELLA SI KES

BY MR. FELDEWERT:

Q Good norni ng.
A. Good nor ni ng.
Q And |'mgoing to start to share.
Ms. Sikes, |'m hoping you can cl ear

sonmet hing up for ne.

A. Ckay.
Q. Okay? | -- and | recognize this is an
Avant exhibit. There was di scussi on about --

di scussi ons about this yesterday. Do you see those
sticks that were drawn in Section 33?

A. Yes.

Q. Ckay. Did -- do you know what they
represent?

A. | do not. We have permtted our Turnpike
Bone Spring wells, but those are not them They
woul d have been two mles, not limted to

Section 33. So I'"'mnot -- |I'"mnot sure what those
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wells are.

Q

two-mle wells?

A.

Q.

A.
t hose, but
are shown
Avant got

Q
filed dril

A.

Q
quarter of
A.

Q
nort hwest
A.

bott om hol

Q.

in the northwest quarter of 337

A.
Q

any owner

A.

You say you permtted your Ci marex

Or Turnpi ke - -
Turn --
-- 211 through 214. W have permtted
I don't think those are the wells that
on this map here. |'m not sure where
t hose.
When you say "permtted,"” that neans you
ling permts?
Yes.
Ckay. Do they include the northwest
Section 33, your filed permts?
They do.
Does the conmpany have an interest in the
gquarter of Section 33?
| don't think the northwest quarter is our
e.

Doesn't matter. Do you have an interest

We do not.
You do not? Do you have an agreement with
in the northwest quarter of 33?

We do not.
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Q. Are you aware that the Division rules do
not allow operators to file applications to drill
unl ess you have an ownership in each tract or an
agreenment with an owner in each tract?

A. | would have to see the rules to agree on
t hat one.

Q Ckay. Gve ne a mnute. So you're not
aware of that yourself?

A. (I naudi bl e) --

MS. BRADFUTE: |'m going to object.
The witness has just stated she doesn't have

personal know edge.

MR. FELDEWERT: | think she said she
woul d have to see it. So we'll take a |ook at the
rul e.

A. OCkay. | do not --

MS. BRADFUTE: Excuse ne.

HEARI NG EXAM NER: Okay. Hold on.

MS. BRADFUTE: Yeah.

HEARI NG EXAM NER: Hold on. Don't
answer any nore questions until | make a ruling --

| SABELLA SI KES: Yes, sir.
HEARI NG EXAM NER: -- on the
objection. So the objection is what?

MS. BRADFUTE: So the objection is
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there was two questions back to back from
M. Fel dewert.

HEARI NG EXAM NER: Okay.

MS. BRADFUTE: The first one, the
w t ness answered that she would have to see the
rules. He then tried to clarify the question about
the rule. And she said | don't have know edge about
t hat .

HEARI NG EXAM NER: Ckay.

MS. BRADFUTE: She cannot testify to
somet hi ng that she does not have know edge in. And
she's not an expert when it conmes to interpreting
the rules.

HEARI NG EXAM NER: M. Fel dewert.

MR. FELDEWERT: | think she said she
woul d have to see the rule.

HEARI NG EXAM NER: Okay. Why are you
aski ng her about her interpretation of a rule?

MR. FELDEWERT: Wel |, because their
filing violates the Division's rules, and | want to
know i f they were aware.

HEARI NG EXAM NER: Ckay. But ,

M. Feldewert, she's a fact w tness.
MR. FELDEWERT: Okay.
HEARI NG EXAM NER: I f you want to
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elicit facts fromher that -- and then you make a

| egal argunment, that's fine. But, | nmean, |

don't -- | don't think that this wi tness can opine
on rules. So would you rephrase your question --

VMR. FELDEWVERT: Sur e.

HEARI NG EXAM NER: -- to just elicit
facts.
So | sustain your objection, Ms. Bradfute.
Q. Ms. Sikes, | have up on the screen the

Division rule dealing with when an operator can file

applications to drill. Okay? And it states that
the -- "An operator shall not file an application
to -- for a permt to drill nor comence drilling of
a horizontal well until the operator has either A or
B." Do you see that?

A. | do see that.

Q. Ckay. |I'mnot going to read it out | oud,
but do you -- do you have the consent of an owner in

t he northwest quarter of Section 33 as required in
1- A?

A. | do not.

Q Ckay. And you have not obtained a
conmpul sory pooling (inaudible)?

A. | have not.

Q. Ckay. So you are not informed by counsel
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that a filing of an APD wi t hout having either --
MS. BRADFUTE: Objection. That seeks
attorney communi cati ons.
HEARI NG EXAM NER:  Sust ai ned.
MR. FELDEWERT: Okay. All right.
Q | want to then nopbve to your -- let ne step
back.
I n those applications for permt to drill
t hat appear to be in violation of the rule, they
have not been withdrawn by the conpany?
A. | have no knowl edge of that. | don't

submt them

Q. Ckay.
A. Don't know.
Q | want to turn to your Exhibit A-12. You

had a brief discussion with your counsel about this

devel opment plan that's part of your package.

A. Was that a question?
Q (I'naudible). It indicates that you intend
to drill your 211 through 214 wells. Now, those

woul d be the upper second Bone Spring wells?

A. Correct.

Q Ckay. And then your 701 to 704 wells,
t hat would be the Wol fcanp D zone wells?

A. | "' m not sure exactly what interval of the
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Wol f canp, but | do know that those are Wl fcanp
wel |'s.

Q Ckay. Okay. So those are the wells that
you intend to drill under the pooling order?

A. Correct. Those are the ones that we
applied for.

Q Ckay. So that would be, as your counsel
noted, the only wells that you're obligated to
drill?

MS. BRADFUTE: Objection. That
actually m scharacterized anything that | noted.

HEARI NG EXAM NER: M. Fel dewert.

MR. FELDEWERT: | think you said
yesterday that the wells in the -- that these wells
woul d be the ones that the conpany was obligated to
drill.

MS. BRADFUTE: | did not. There
m ght have been Avant witness that testified to that
fact, but | certainly did not offer any testinony in
the case related to that.

HEARI NG EXAM NER: M. Fel dewert?

Q. So, Ms. Sikes --

MR. FELDEWERT: Let nme rephrase.

HEARI NG EXAM NER:  Okay.

Q. Ms. Sikes, then, are these wells, 211 to
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214 and 701 to 704, those are the only wells that
you're going to be obligated to drill under the
pooling order, correct?

A. | would have to see the pooling order.

Q. Those are the only wells for which you've

applied with the Division to drill?

A. Those are the wells that we applied for,
yes.

Q. Okay. You have not asked the Division to
adopt, in your pooling application, this drilling
pl an?

A. Not to nmy know edge.

Q. Ckay. So -- but you can certainly cone
back and drill these later as infill wells, the

ot her zones that you reference on here, right?

A. Yes.

Q. Ckay. And MRC could do the sanme thing,
correct?

A. Drill Turnpike wells?

Q. No. Drill their proposed wells.

A. Yes.

Q. OGther wells as infill wells?

A. Yes.

Q Ckay. All right. You nentioned a

di scussi on about the subm ssion of JOAs?
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A. Subm ssi on?

Q Or the requests for -- or the sending of
JOAsS?

A. Yes.

Q. Ckay. Did you request that (inaudible)

MRC send you a JOA?

A. No.

Q You did not?

A. | did not.

Q. Ckay. Did anybody within the conpany ask
t hat they send a JOA?

A. Not that | know of.

Q. Ckay. Now, you nentioned that you-all

sent the JOA with your well proposal letter?

A. Correct. Most operators do.

Q And the JOA you sent initially was sent
out in Decenmber, would that be correct, 20237

A. Sonme were sent in Novenmber. Sonme were
sent in Decenmber.

Q. Ckay. But isn't -- nmy understanding is
based on your exhibits filed, that | guess you sent

a JOA | ast week?

A | sent an updated Exhibit A |last week.
Q. That woul d be on October 24, 20247
A. Yes, | think so.
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Q Ckay. And if | read your letter
correctly, apparently the JOA that you sent out in
Decenber had an incorrect ownership list on the
Exhi bit A?

A. Not sent out in Decenber. That's an
agreenent dated Decenber

Q Ckay.

A. And the Exhibit A that we sent was just
updating title and a couple other factors that just
changed over tinme with newtitle com ng in.

Q So you sent out in -- last week a revised
JOA with a revised Exhibit A?

A. We sent out a revised Exhibit Ato the
JOA.

Q Ckay. And that's because your initial

Exhi bit A had ownership discrepancies or errors?

A. Correct.

Q. Ckay. Now, when | go to this Exhibit A
t hat you sent out just |last week -- and |I'm going
down to page 159 of the PDF -- it shows your

proposed contract area A?

A. Correct.

Q Ckay. And it shows Magnum Hunter as
having 47.5 percent working interest?

A. Correct. At the time that | sent those
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out,

t hat was correct.

Q. Whi ch was | ast week?

A. Yes.

Q. Ckay. All right.

A. | -- since then, we have executed

agreenments wi th D&M Snel son, Rhombus Operati ng,

Rhonbus Energy. And we have reached an agreenent

wi th Mewbourne O | Conpany and its entities. So

since then, yes, our working interest has changed.

Q. So your working interest has now changed
agai n?

A. Correct, yes.

Q. Ckay. All right. And that's why your
current exhibits don't -- ownership exhibits don't

match up what's on here, right?

A. Yes, sSir.

Q. Ckay. Thank you. All right. So these

changes in ownership happen, right?

out

Exhi

A. Al'l the tine.
Q. Yeah, all the tinme. So when people send
-- if they send out their JOAs early with an

bit A, chances are that Exhibit Ais going to

change, right?

t hat

A. Correct. But at the time that | sent it,

was correct.
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Q. Okay. Understand. You had extensive
di scussion in your affidavit -- or statement about
depth severances in Section 32?

A. Yes, sSir.

Q. Ckay. Now, when | go to your conpul sory
pooling checklist, it indicates that you are asking
the Division to pool the entire Bone Spring
formation, correct?

A. To nmy know edge, yes.

Q. Ckay. And aren't you -- but don't you

have a depth severance within the Bone Spring?

A. We do.
Q. All right. And isn't it true that you
intend to drill wells above and bel ow the depth

severance |ine?

A. Qur initial wells that we applied for are
above, yes.

Q. Are above. Okay. But you -- you've
i ndi cated that you have an intent under the pooling
order to drill infield wells that would be bel ow the

depth severance |ine?

A. On a pooling order?
Q Under the pooling order.
A. Under the pooling order? WIIl you repeat

t he question?
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Q Sure. So the pooling order wells that
you' ve asked for, you say will be above the depth

severance |ine?

A. The Bone Spring ones, yes. The Wbl fcanp
w Il be bel ow.
Q Ckay. But you have not asked the Division

to pool just the vertical extent above the depth
severance |ine?

A. ' m not sure what you're asking.

Q. Well, you nentioned that there is an

ownership depth severance.

A. Correct.

Q. Down to a certain depth.

A. Um hnm

Q Ckay? Your wells are going to be above

t hat depth?

A. Yes.

Q. Initial wells, right?

A Yeah.

Q. Your obligation wells. Okay. And yet

you're asking the Division to pool all the owners
above and bel ow that depth severance |ine?

A. The owners are the sane.

Q Don't they have different ownership

percent ages?
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A Across, yes, but the ownerships are the --
the ownership parties are the same. W' re asking
the Division to pool the parties.

Q. Pool the parties. But they're going to

have ownership differences in their percentages?

A. Correct.

Q Ckay. How do you intend to allocate
the -- to the owners in the |Iower part of the Bone
Spring when you drill the wells in the upper part of

t he Bone Spring?

A. We're drilling wells at different --
there's going to be different wells at different
depths, and those are going to be separately
measured. For nmore information on that, | would ask
my facilities engineer.

Q Understand. But from a contractual

st andpoi nt, okay?

A. Would | go to my paragraph 41 in ny
affidavit. That kind of outlines the cal cul ati ons.
Q. So you have a fornula that you intend to

use to allocate the proceeds fromthe wells drilled
under the pooling order?

MS. BRADFUTE: Objection. | think it
m scharacteri zes Ms. Sikes' testinmony that she just

referred to.

Page 60

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



© 00 N oo o b~ W N P

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

HEARI NG EXAM NER: M. Fel dewert.

Q How do you intend to --

MR. FELDEWERT: Let nme rephrase the
guesti on.

HEARI NG EXAM NER: Okay. So sustain
t he objection.

MR. FELDEWERT: Yeah.

Q How do you intend to allocate the proceeds
fromthe wells drilled under the pooling order?

A. | would ask you to turn to ny paragraph 41
or 42 in ny affidavit.

Q And how do you intend to do it?

A. Woul d you please turn to ny paragraph 41
or 42 of ny affidavit.

Q. Okay.

A. | f you would scroll down just a little bit
nmore. We have a whole section titled Cal cul ation
Met hod for the Depth-Severed |Interest.

Q And are you asking the Division to adopt
this allocation method?

A. Not to my knowl edge. | mean, | really

don't understand that question.

Q So when you get your pooling order --

A. Yes.

Q. -- okay, and you drill your wells --
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A. Okay.

Q -- above the depth severance line --

A. Yes.

Q. -- okay, you're going to have to allocate

production fromthose wells to the owners that you

have pool ed, right?

A. | guess | just don't really understand.
Sorry.
Q. So you don't know how you're going to

al l ocate the production?
MS. BRADFUTE: COkay. Objection. He
has asked this question about four different tines.
HEARI NG EXAM NER: Well, | nean, | --
| understand the objection. |1'mgoing to overrule
it, because | think he's trying to get to the
critical issue here in this -- in your case.
So | think it's helpful for the Division
to get a clear answer on this.
| thought that what he said was very
cl ear.
| SABELLA SI KES: Um hmm
HEARI NG EXAM NER: So why don't you
say it again slowy and ask the question from what
you just said.

MR. FELDEWERT: Okay.
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Q You're going to get a pooling order that

pools the entire Bone Spring formation.

A. Ckay.
Q. Ckay? \When you drill your initial
wells -- or when you drill your obligation wells

under the pooling order in the Bone Spring, those

wells are going to be above a depth severance |i ne.

A. Okay.

Q. Ckay? Correct?

A. Yes.

Q Al'l right. When you | ook at the Bone

Spring, there are ownership differences above and

bel ow t he depth severance |ine?

A. Ckay.

Q Ri ght ?

A. Yes.

Q. Ckay. How are you going to allocate the

proceeds fromthe wells drilled above the depth
severance line --

A. Um hnm

Q -- to the parties who are pool ed under the
pool i ng order?

A. So | would turn you to ny paragraph 43 of
my affidavit. So this kind of outlines how we were

goi ng to pay those owners based off of their surface
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acres.

So it says, "If a working interest owners
owns a 1/40 interest in a 640-acre tract, it would
first determine its allocation to the respective
tract."”

So we would take that 1/40, nmultiply it by
640 to get the net acres in that tract. So this
owner would have 16 net acres.

“If this tract was proposed to be
dedi cated to a spacing unit that is 1280 acres, you
woul d next cal cul ate the proportion of the tract
allocation to the nunber of total acres included in
t hat spacing unit, which is always done by | ooking
at surface acres regardless of depths. This is
calcul ated as follows: You would take the 16 net
acres, divide that by the 1280 unit, and you would
get a 1.25 percent working interest.

"Since different entities and individuals
own at different depths due to the depths severance,
this cal culation can be performed by -- perfornmed
for each separate depth for the owners in that
depth. "

Q What percentage are you going to apply,
ownership percentage? Because you said there's

di fferent ownershi p percentages above and bel ow t he

Page 64

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



© 00 N oo o b~ W N P

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

depth severance line. So for -- let's just take an
owner |ike Foran O17?

A. Ckay.

Q. Ckay? They own a different percentage
above and bel ow?

A. Yes.

Q Ckay. VWhich percentage of Foran's Ol
ownershi p percentage are you going to use?

A. So we're drilling different wells at
di fferent depths. So one well would be in the one
depth, and the owner would get their interest from
that depth. So if Foran owns A here and the well is
drilled through A, he would get A. Same with a
| ower depth, even if that interest is different.

Q. So you have a fornula, then, that you want
to i npose?

A. No.

Q. Have you -- does your pooling application
indicate to the parties that are being pool ed that
you intend to create a contract area A and a
contract area B?

A. | believe our JOA that | sent to every
single owner nmultiple times and the applications and
t he publication notice that we published did.

Q. Your pooling application, does it ask the
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Division to create a contract area A and a contract

area B?

A | did not draft that.

Q. Ckay.

A l'"'m-- | do not know.

Q. It doesn't, right?

A | can't say if | do or | don't. [''m
sorry

Q. Well, I'"mgoing to represent to you it
does not.

A. Well, | guess I'Il just have to take your

word for it.

Q. Al'l right. And then the public notice of
what's being considered by the Division today,
what's noticed on our website |ikew se does not
I ndi cate that the conpany intends to ask the
Division to pool and then allocate based on a

contract area A and a contract area B.

A. My counsel drafted that. | can't -- |
didn't write it. |'msorry.
Q. Ckay. And while this is in your JOA, not

all of the affected working interest owners have
si gned that JOA?
A. Correct.

Q. So not all of the affected working
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I nterest owners have agreed to have the proceeds
fromthe Bone Spring wells allocated based on a
contract area A and a contract area B, correct?

A. | would say that nmost of the owners who
are subject to the depth severance have been getting
proceeds froma well that is in the Bone Spring that
does have that depth severance. That would include

Foran O | Conpany.

Q. Di fferent question.

A. Ckay.

Q Answer ny question. They have not
agreed -- not all of the owners affected by the

depth severance have agreed to be paid on a contract
area B and then a contract area A?

A. Not to my know edge.

Q. Ckay. Your initial pooling application
that was filed in this case sought to create a pool
just for a contract area A, correct?

A. | would have to see it.

Q. It was filed under cases 24684 to 24687.
Do you renember that?

A. Yes. That was with former counsel. W
have since changed those applications.

Q But you're aware of that, those

applications that were previously filed?
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A. Correct.
Q Ckay. And they sought to pool what woul d

be descri bed as just your contract area A?

A. Yes.

Q. For these second Bone Spring wells that
you intend to drill above the depth severance |ine?

A. Yes.

Q Ckay. Do you -- do you know why they were

di sm ssed in favor of pooling for the entire Bone

Spring?

A. We t hought we needed to pool the entire
Bone Spring. |'mnot entirely sure.

Q Ckay. All right. You nentioned that you

had some prelimnary discussions with the State Land
Office?

A. Correct.

Q. Ckay. Did you -- when you nmet with the
State Land Office, did you informthemthat there
wer e conpeting pooling applications?

A. | sent an email, and then ny boss foll owed
up with a call. And sone of the other people from
our conpany called the SL -- SLO in regards to this.
| do not know if that was discussed or not. All
did was send over the drafts.

Q. Ckay. So you don't know if they informed
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the State Land Office about the conpeting pooling
applications?

A. | do not, sorry.

Q. Ckay. And you weren't involved in those
di scussi ons?

A. | was involved in sending over the drafts
and then following up with the State Land Office on
preapproval maybe | ast Thursday or Friday to see if
t hey had | ooked at it yet.

Q. Ckay. And when you followed up with them
you didn't tell themthat the CA that you were
seeking themto exam ne and issue a prelimnary
approval on was subject to challenge in conpeting

pooling cases with the Division?

A. | did not.
Q Ckay. Did you --
A. | believe Matador could propose

(i naudi bl e) agreenents as well.

Q. What's that?

A. | believe that Matador could send their
drafts over as well.

Q Well, one could suspect -- or one could
conclude that it m ght be a waste of the State Land
Office's time to ask themto | ook at com agreenments

until you have a resolved conpeting pooling app --
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applications with the Division, but | guess that's
based on a particul ar conpany.
Did you have any discussions with the
State Land Ofifice that there was a debate over the
proper orientation of the wells?
A. Not to nmy know edge.
Q. Ckay. | saw -- I'"'mgoing to go to your
Exhi bit A-11.
There was a discussion in your statenment
about -- or a suggestion that the Turnpike

devel opment that you're proposing here may be part

of a Federal wunit; is that right?
A. No.
Q Didn't you say something in your affidavit

referencing a Federal unit?

A. | did speak to the Federal unit, but that
was in ternms of the other activity we have going on
in the area.

Q Ckay. So maybe | misread it. You're not
saying that would be part of sonme Federal unit?

A. | don't think | ever said that, no.

Q Ckay. VWhat is this Country Western unit,
t hen, that you have on your Exhibit A-11?

A. So | guess that would be the Federal unit

that you're referencing. And this is a Federal unit
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t hat we've been working on for the past two years to
put together. W' ve just received BLM and SLO
preapproval, and we are currently in the process of
seeki ng working interest owner and other owners'
support.

Q So at this point, you don't have a

vol untary agreenent for this Federal unit?

A. What voluntary --

Q. Wth all -- with all the working interest
owner s?

A. Signed? |Is that what you're asking?

Q. Yeah.

A. No, not right now.

Q Al right. So why do you show it on here,

on Exhibit A-117

A. This -- as | explained in nmy affidavit,
this exhibit is outlining what we're planning in the
area. So this also shows Laguna Deep Federal unit
and then Showbi z, sone, you know, contested hearings
we have going on in the area. Just a very general
map of the activity in our Quail Ridge.

Q And that would been -- be -- your general
activity would be the blue boxes; is that right?

A. So the green boxes note a Federal unit.

Q. Ckay.
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A. The bl ue boxes are just other

devel opment s.

Q Ct her Ci marex devel opnent s?

A. Yes.

Q. Ckay.

A. Just pl anni ng.

Q. Pl anni ng?

A. Um hmm

Q. And when | | ooked at these, they're just

sout h of your Turnpike unit?

A. When you say "these,” do you nmean
everything el se?
Q. Yes, everything el se shown here on

Exhibit 11 (sic)?

A. Yes.

Q South of -- just south of your Turnpike
unit?

A. Yes.

Q Ckay. And all these devel opnents that you

show on here in blue for Cimarex, they're al
standup orientation?
A. As of now, yes.
Q. Okay.
MR. FELDEWERT: Okay. That's all the

guestions | have.
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HEARI NG EXAM NER: Thank you.
M. Holliday, before we go to your
guestions and then to M. MClure, let's take a

five-m nute break.

We'l|l be back on the record at 9:48.
Thank you.
(Recess was taken.)
HEARI NG EXAM NER: Ckay. We're back
on the record. It's 9:48 a.m Taken a five-m nute
br eak.

M. Holliday, your cross-exam nation.
MR. HOLLI DAY: Thank you,
M . Exam ner.
CROSS- EXAM NATI ON OF | SABELLA SI KES
BY MR. HOLLI DAY:

Q. Good norning, Bella.

A. Good nor ni ng.

Q. Ckay. So I'mgoing to do my best to ask
cl ear questions. |If | don't and you need ne to
rephrase it, just let nme know.

A. Ckay.

Q Do you have actual know edge of Avant's

pl ans for the one-mle wells in the second Bone
Spring in Section 327

A. How woul d you consi der actual know edge?

Page 73

Veritext Lega Solutions

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




© 00 N oo o b~ W N P

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

Woul d you that be well proposal s?
Q. So you're --

HEARI NG EXAM NER: Hold on. Hold on.
Hold on. Hold on. | can't have the witness asking
questions.

| SABELLA SI KES: COkay, sorry.

HEARI NG EXAM NER: So if you don't
under stand the question, just say you don't
under stand, but don't ask the attorneys questions.

| SABELLA SI KES: Okay.

Q So do you have actual notice (sic) of
their plans to drill wells in the second Bone
Spring?

A. | know of their proposals that we received

a week or two ago, yes, and their testinony
yesterday to the first Bone Spring wells.

Q. So you provided your opinion that they
woul dn*t drill and they, in fact, would not dril
these one-mle laterals that's based your
under standi ng, but that's Ilimted to your

under standi ng as a | andman, correct?

A. Yes.
Q Not from a subsurface standpoint?
A. Correct. | would | eave that opinion to ny

geol ogi st and engi neer.
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Q And you have no actual know edge whet her

Avant, other than the proposals, does or does not

intend to drill those wells, correct?
A. Not to my know edge.
Q. Not to your know edge. Okay.

Ckay. So you nmentioned the fact that
JOA -- or excuse nme -- Avant did not provide a copy

of its JOA. It sounds |like you guys think this was

i nmportant. |Is that a fair statement?
A. | believe when Avant states that they
provi ded everyone to -- or a JOA to every owner when

request ed, however, that was not the case for us,
yes.

Q Ckay. So ny review of the exhibits
I ndi cates that Cimarex did request a copy in January

of 2024; is that correct?

A Um hmnm
Q. Did you request one at any tinme after
t hat ?
A. No. | believe that once you asked once,

you typically receive an OA after that.

Q | think I saw in your communication | ogs
t hat you followed up with owners that you were
seeking letters of support fromnultiple tinmes; is

t hat correct?
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A. Correct.

Q But you didn't want to follow up with the
JOA from Avant ?

A. | didn't feel the need to. W had already
asked for the JOA once, and they are supposed to
provide it within a period after that.

Q So when you requested your letters of
support and they didn't provide those, why did you

then feel the need to follow up there, but not with

Avant ?
A. Well, we needed working interest support.
So those are owners that | constantly reach out to

and had brokers reach out to as well.

Q Are you aware of Avant's position that
they did, in fact, provide you with a JOA via USPS,
or United States Postal Service?

A. No.

Q. You're not? Okay. Okay. You nentioned
i n paragraph 18 of your self-affirmed statenment,
which is on page 13 if we need it, that Cimarex has
I nsight into how the interest owners in Section 32
have historically agreed to ownership?

A. Yes.

Q Al right. Okay. And then if we nove to

paragraph 40, so just above your allocation
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formul as, you state that, "Notably, the working

i nterest owners in Section 32 have |ong agreed how
their interest in the Bone Spring formation
underlying Section 32 should be treated."

Now, | won't assert a hearsay objection,
because | know that would be overruled, but that is
a statement about something soneone el se said. Do
you have any --

MS. BRADFUTE: Objection. They have
al ready stipulated to her written statenment com ng
into the record.

HEARI NG EXAM NER: Okay. And
M. Holliday.

MR. HOLLI DAY: There was no
obj ecti on.

HEARI NG EXAM NER: ' m sorry, what?

MR. HOLLI DAY: | was just noting on
the record.

HEARI NG EXAM NER: Noti ng what on the
record?

MR. HOLLI DAY: That there's hearsay
wi thin the docunent.

HEARI NG EXAM NER: And how is that
rel evant ?

MR. HOLLI DAY: | guess it's not.
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"Il withdraw it.

HEARI NG EXAM NER: Thank you.
Obj ecti on sust ai ned.

MR. HOLLI DAY: Thank you.

Q. Ckay. So there's this historical
agreenent that you guys are aware of because -- or
how are you aware of this historical agreenment?

A. | would say there's existing JOAs in the
west half and then we have PAYDEX for the Rhonmbus
Union State Com 1 well .

Q Ckay. So you have PAYDEX. Were there any
stipulations of interest or any record title
docunents understanding -- supporting this
under st andi ng, as you phrased it?

A. Record title or just county record
docunments that these owners owni ng these interests,
yes.

Q. Right. But were there any stipul ations of
i nterest supporting this historical understanding

over what record title would reflect?

A. Can you rephrase that?

Q. It's not clear.

A. | (inaudible) -- sorry.

Q So nmy understanding is that the Union

State Pay Com Dex (sic) did not reflect title as you
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would find it in the Lea County Courthouse; is that

correct?

A. It was just a couple percentages off,
correct.

Q. A coupl e percentages off, correct. Okay.

So then what was the rel evancy of your statenment
about this historical understanding as the way title
I's allocated?

A. That these owners understand that there

has been a depth severance and that they're getting

paid on a well above the depth severance. |Is
t hat --
Q Ckay.
A. -- kind of what you're .
Q | was just curious. | was just curious as

to the reason for the inclusion of that statenment.

You included it nmultiple times --

A. Ckay.

Q. -- and | didn't see how it was relevant, |
t hi nk.

A. Sorry.

Q All right. So you're aware, at least in

2024, of sonme discrepancies between record title and
t hese PAYDEX, correct?
A. Yes.
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Q Yes. Okay. So is this why you had title
run fromthat point forward? Why did you have
tiling run fromdate of your '99 opinion forward?

A. Typically nost of the time when we plan
new devel opnments, you order new title. Because from

1999 to 2024, there's bound to be a good anmount of

changes.
Q So if we could go to your |ist of working
I nterest control, | believe that's Exhibit A-7A,
page 101.
MR. HOLLIDAY: |If we could see that.
Or am | supposed to (inaudible). Gve ne just one
second.
OCh, | have to log into the Teans neeti ng.
M . Exam ner, one second. | need to |og

into the Teans neeti ng.

Q. Ckay. | think we -- okay. | have what we
need. So this is your Exhibit A-7A, which is a
recitation of Coterra -- what Coterra clains is
support by working interest owners; is that correct?

A. Yes.

Q Ckay. Are you aware that several of these
owners have also signed JOAs with Avant?

A. Yes.

Q. Ckay. And would that inpact your clainms
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for support?

A.

so did we.
Q

and Maveri
A.
Q
A.

Q

| would say Avant counted them as support,

And | al so see that you counted Nextgen
ck. Do you have a JOA with thenf

We do not.

Any letters of support?

We do not.

How are you including themin your worKking

i nterest control cal cul ati on?

A.

Q
a--1s a
pl an?

A.

They signed our AFEs.
s it your position that a signed AFE is

statenment of support for a devel opnment

When we send out proposals for people to

el ect under wells, we would take AFEs as a form of

t hat comm
Q.
parties, i
A.
conpeting
AFEs.

Q.

st at ement

tment. So, yes.

Even where they've signed AFEs with other
n fact, conpeting parties?

Just like JOAs. Parties can sign

proposal s, conpeting JOAs, and conpeting

So if we go to your self-affirmed
on page 7.

MR. HOLLIDAY: |If we could go to
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page 7 real quick.

Q Is it correct to say that you were asking
the Division to consider your proposed wells in the
first and third Bone Spring that are not, in fact,

I n your pooling applications?

A. Those are -- those would be infill wells.
Q Those would be infill wells, right, but --
A. But the only -- the only wells that we are

asking the OCD to | ook at in this case would be the
211 through 214 and the 701 through 704. Those are

the wells that we applied for in these cases.

Q Correct. Are you asking the Division to
give any weight to these infill wells?

A. | mean, yes.

Q Yes. But you're not obligated to dril
t hen??

A. They would be infill wells. So once the

initial wells are drilled and conpleted, then we
woul d propose those wells.

Q. So to the question that you're not
obligated to drill them under the pooling orders,

t hat would be a no, correct?

A. To which wells?
Q. The infill wells.
A. Are we obligated to drill the infill
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wel | s?

Q. Correct.
A. Not to my know edge.
Q. So then are you al so asking the Division

to, on the other hand, disregard Avant's proposed
two -- or excuse ne -- one-mle wells in Section 32?
A. | would say those are conpletely two
di fferent devel opnents, because the two-mles are
(i naudi ble) Comwells, and then the one-m|es would
be a State Com So | would say those can't really
be conpar ed.
Q Well, they can't be conpared, but are you
asking the Division to disregard the fact that Avant
has al so proposed wells that are not in its pooling

applications?

A. | don't -- will you repeat that question?
Sorry.
Q. You' ve asked the Division to consider the

wel |l s you have proposed that are not in your pooling

application, correct?

A. Um hnm

Q And you're not obligated to drill those
wells --

A. Correct.

Q. -- correct? Okay. So then are you, then,
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asking the Division to disregard what | would
characterize as Avant's simlar action in proposing
one-mle wells in Section 327

A. | would say those are conmpletely different
applications. They wouldn't be able to be drilled
under this pooling order. Those are one-mle State
Com wells. What you-all applied for are two-mle
(i naudi ble) com And so | think those are
conpletely two different depth elenments that can't

be considered |like the rest of our wells.

Q Ckay.

A. Just |ike Matador, they probably have sone
other wells they may want to drill. Those would be
infill wells under this devel opnent.

Q So if I -- if I understood your --

Ms. Bradfute's opening statenment correctly --

MS. BRADFUTE: Objection. The
wi t ness should not be asked to opine on counsel's
openi ng statenent.

HEARI NG EXAM NER: Okay. Let's wait
until he asks the question, and then you can make
your obj ection.

MR. HOLLI DAY: Thank you. And I'I|
rephrase it.

Q. s it your understandi ng that Ci marex has
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a 20-wel | devel opment program for the Turnpike units

collectively?

A. Those are what we proposed.

Q. Those are what you --

A. The working interest owners, correct.

Q So why not include those additional wells

I n your pooling applications?

A. We only applied for a Bone Spring and
Wol f canp. From what |'ve understood, it's what you
plan to drill within one year of signature.

Q So when you -- when you're -- is your
position that full formation devel opnment would, in
fact, unfold over -- if | |ook at page 120, | think

it's two to four years?

A. | would have to ask ny engineers on that.
"' m sorry.
Q. Ckay. But a lot can change in two to four

years, correct?

A. Probably, yes.

Q. Commodity price?

A. Probabl y, yes.

Q Yeah. Okay. So it's possible those wells
don't, in fact, get drilled?

A. | would have to ask ny engineers. [|I'm
sorry.
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Q Yeah. Okay. Looking at your
self-affirmed statenent on page 5, if we need it,
you state that Cimarex has the only viable plan to
devel op Section 32. Is it your position that Avant
I's barred frompursuing its one-mle devel opnment

pl an? Or prevented?

A. From pursuing it?
Q Ri ght .
A | think you could pursue whatever. But

actually developing it, getting an order on it, |
think that's a different story.

Q. So Avant could have a viable -- a viable
plan. It's just your position, actually, that it's
nore chall enging, not that it's nonvi abl e?

MS. BRADFUTE: Objection. Calls for
specul ation on the -- on Avant's drilling plan from
the witness.

MR. HOLLI DAY: She is putting --
putting the testinmony that Cinmarex has the only
vi abl e plan. M question is: |Is Avant prevented
fromdrilling these wells? It seens |ike they have
a viable plan, albeit it may be nore chall enging
froma surface perspective.

HEARI NG EXAM NER: | overrule the

obj ection because this is an expert witness. She's

Page 86

Veritext Lega Solutions

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




© 00 N oo o b~ W N P

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

qualified to opine. She put this in her thing. |
just -- 1I'"m hoping that this waps up soon because
this seens |ike we're going down a rabbit hole.
But pl ease proceed and ask the question.
MR. HOLLI DAY: Yes, Sir. Ckay.
Well, I think we have the answer we need fromthat.
"1l just actually nmove on.

Q You reference your conmmunication with the
State Land Office in paragraphs 28 to 32 of your
self-affirmed statement. Has the State Land Ofifice
endorsed Ci marex plan?

A. They have given us preapproval for
communi ti zati on agreenents.

Q So they've given you preapproval. But is
it fair to say there's -- that statenent is sinmply
that there's no regulatory bar, that you're all owed
to do it, but they don't necessarily support it?

A. | cannot state on what the New Mexico
State Land Office is saying. They gave us
preapproval for the communitization agreenent.

Q. But not an endorsenent?

A. Not from-- | mean, to nmy understanding,

t hey gave us a preapproval for communitization
agr eement .

Q. So if we nmove down to paragraph 41, you
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state that Cimarex has a correlative rights issue

because Avant's proposed one-mle wells are highly

specul ative, given Avant's working interest; is that
correct?

A. Correct.

Q And you're aware that Avant actually

clainms a much higher interest in Section 32 than
Cimarex is crediting themwth, correct?
A. | have seen themcredit with -- thensel ves

with nore, yes.

Q Ckay. So if, in fact, Avant's clainms are
correct -- because we're not here to litigate
title -- would that i1npact your correlative rights
cl ai n?

A. No.

Q No. | want to nove to this 1998 JOA. My

understanding is that Cimarex is asserting that its
wor ki ng interest in Section 32 is nmuch higher than
record title would reflect, based on the '98 Zafiro
State JOA; is that correct?

A. No. | would say that the record title
reflects nmuch higher than Avant shows Magnum Hunt er
to own.

Q. And what is the basis of that record
title? Is it the JOA?
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A. It would be a letter agreement between
Mewbour ne and Matador in 1998 and Magnum Hunt er
owni ng the majority -- Magnum Hunter -- not Magnum
Hunter, sorry -- matador and Mewbourne owni ng a
majority in the east half.

If you were to go back and | ook at the
county records, you would see that a majority of the
I nterest owners that Avant has picked up or shown
were parties to that 1975 OA. However, nost of
those -- actually all of those parties assigned
their interest to Mewbourne or Union, which Matador
I's the predecessor to Union.

And so Mewbourne and Matador were the only
owners with interest in the east half. And so
that's clearly laid out through title and county
records. Yes, | would say that.

Q. Ckay. |'d stipulate that Avant has
testinony to the contrary to that.

MS. BRADFUTE: Obj ecti on. | mean,
Avant's testinony is in the record, and they were
asked about title in Section 32 yesterday.

HEARI NG EXAM NER: So what's the
obj ecti on?

MS. BRADFUTE: | object to the

sti pul ati on.
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HEARI NG EXAM NER: Oh. But it wasn't

even a question. So we'll strike that fromthe
record.
Q. Ckay. So --

HEARI NG EXAM NER: (I naudi ble) a
questi on.
Q This JOA was first -- as a source of title

was first raised in October of 2024; is that

correct?
A. No.
Q No? When did you bring this up with Avant

before that?

A. A JOA is not a source of title.

Q A source of contractual rights within
Section 32?

A. It's not contractual rights that we're
trying to stake a claimin the east half.

Q. Ckay. Then what -- of what benefit, then,
is the JOA to Cimarex, if it's not record title and
it's not contractual title?

A. lt's -- it's just to show the interest.
It's the easiest way to show what the | easehold
I nterest was at the tine.

Q. It shows -- it's not a source of title.

It doesn't invest you with any contractual rights,
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yet it's a representation of your rights to operate
I n Section 327

A. | would say that the contractual rights
that are listed on an Exhibit A are created through
the | easehold rights that are held in the | eases.
And so in 1998, those are what was owned in the
| eases, which is what | was -- sent to Ms. Guerra,
was the Exhibit A that shows the | easehold interest.

| don't even think there's a question

about validity. | think the biggest question here
is: |If we stake a claimand this is what we're
saying our interests are from No, it is not. It

Is fromcounty records.

Q Ckay. Was this JOA ever reported in Lea
County?
A. ' mnot sure if a meno was ever recorded,

but there's nmultiple assignnents that state this
JOA
Q So you're not aware that a -- the JOA

itself was recorded?

A. |'"d have to | ook.
Q You'd have to | ook. Are you -- do you
have -- are you aware of whether or not a menorandum

of the JOA was recorded?

A. | am not sure. | would have to | ook.
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Q Ckay. So in your title research, which
you -- you've testified to was extensive in this
area, nothing -- none of these menoranduns or
recordi ngs canme up at that tine?

A. Through title. Well, we have these
docunments in our own files, so that would be
consi dered a source docunent or a material exam ned.

Q. Ri ght. But any record title reference to
this JOA -- or excuse nme -- record title menorandum
or recording of the JOA, you did not find that; is
that correct?

A. Oh, it's referenced in county records. I
woul d | ook at the recording of Parks and Luttrell or
Mewbourne to Parks and Luttrell and then Parks and
Luttrell to Del mar Hudson, that's where the OA is
referenced in county records.

MS. BRADFUTE: |'m going to object to
this line of questioning. |It's just getting
repetitive at this point in tinme, and |I'm not sure
that it's hel pful.

MR. HOLLI DAY: That's the | ast
gquestion | had.

HEARI NG EXAM NER: Thank you,

M. Holliday.

' mgoing to turn nowto M. MClure. Oh,

Page 92

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



© 00 N oo o b~ W N P

N T T N T I I T S S e e
o A W N P O © 0O N O 0o »~ N~ O

wai t .
MR. HOLLI DAY: That was the | ast
guestion | had about that, I'm sorry, not about --
HEARI NG EXAM NER: Oh, I'"m sorry,
M. MClure.
MR. HOLLI DAY: But | don't have
any --
HEARI NG EXAM NER: M. Holliday has
mor e.
Q. Okay. You nentioned that -- did you
personally run title in this area?
A. Say that again. Sorry.
Q Did you personally conduct sone of the
title research in this area.
A. No. |I'm an in-house | andman.
Q. You're in-house. Okay. You nmentioned

t hat you | ooked at the title on sonething called

Courthouse. [|I'mnot famliar with this. Could
you -- just for the record?

A. Yeah. So we have a program call ed
Enverus, or some people call it Enverus. And

there's an app in there that's Courthouse. And so
it pools all of the docunments and -- well, it
depends on what county you, you know, have a

subscription for, but pools for the --
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Q Court house Direct?

A. Yeah.

Q Courthouse Direct. So -- and when you
were researching the title on Courthouse Direct --

A. Correct.

Q -- you didn't actually research it in Lea

County, just with the Courthouse Direct?

A. Li ke in Lea County itself?

Q. Right, in the -- in the actual county
records.

A. No. Just through Courthouse Direct, which
Is -- which is essentially the Lea County records.

Q. But you're aware that there's significant

di screpanci es between Courthouse Direct and the

record title in the county, correct?

A. Probably. | nmean, | don't really use it
for running title purposes. It's normally for just
a quick search. | trust my title attorneys and

brokers to really do the title research in the Lea
County Courthouse records.
Q You referenced a spreadsheet with title

di screpancies. Did you provide that to Avant?

A Could | provide that to Avant?
Q Did you provide it to Avant.
A. Well, those -- | didn't know what the
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di screpanci es were, since you-all didn't send --
since Avant did not send an OA to us. And so | was
not able to recognize those differences until Avant
submtted their exhibits to show what they think

t hey own and ot her people.

Q So -- and you've inpugned Avant's title
efforts. Are you aware that Cimarex has failed to
properly account for several depth severances in its
chain of title?

A. | would have to ask -- where we've asked
Avant on many occasions and we've provided a |ist of
| ssues we found with theirs, they have failed to do
the same with us.

Q. And - -

MS. BRADFUTE: And objection to this
guestion. W asked Avant's w tnesses yesterday if
t hey could recognize where the depth severances
were, and the testinony was they could not.

MR. HOLLI DAY: She's al ready answered
t he questi on.

HEARI NG EXAM NER: Yes, | know. | t
was little | ate.

MS. BRADFUTE: Oh, sorry.

Q Are you aware of Avant's testinony that it

did, in fact, provide working interest in the
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Daytona wells as far back as January '247?

A. To who?
Q. To Ci mar ex.
A. They provided Magnum Hunter's i nterest,

not the working interest owners.

Q Ckay. Well, | think testinmny wl
reflect --
A. And we had raised i ssue that those nunbers

were wrong as wel .
Q. Ckay.
MR. HOLLIDAY: | think that's all the
questions | have at this time. Thank you.
| SABELLA SI KES: Thank you.
HEARI NG EXAM NER: Thank you,
M . Hol liday.
M. MClure.
MR. McCLURE: Yeah, thank you,
M. Hearing Exam ner. | do have sonme questions for
Ms. Sikes.
CROSS EXAM NATI ON OF | SABELLA SI KES
BY MR. M CLURE:
Q Ms. Sikes, if | can direct your attention
to -- let me nove ny hearing page over to the left
and bring up ny exhibits here -- to page 120 of 712

of Cimarex's exhibits here.
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A. Yes.

Q Ms. Sikes, just to confirm Cimarex is
only requesting a schedule for spudding and not for
conmpletion; is that correct?

A. | am not certain. |'msorry. | would
ask -- yeah, sorry.

Q May | -- yeah, | was going to say |'l|
expand on that. Wthout the specific schedule for
conpl etion, essentially, Cimrex would be required
to conplete one year after spudding. |'mjust
confirmng that sonewhere in this exhibit packet,
It's not an additional schedule for conpletion and

spud is the only schedule listed here; is that

correct?
A. Yes, that is the only schedule |isted.
Q. Ckay. Thank you. Now, | know earlier

M. Fel dewert had asked you if you knew the reason
for Cimarex not pursuing its earlier applications
t hat only involved, | believe, the Bone Spring one.

And you said you did not know the answer to that.

Do you recall that |line of questioning?
A. Yes, | do.
Q | guess ny question to you is: |If the

Di vision were to request it, do you believe that

Ci marex woul d be opposed to submtting cases again
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t hat would be split out between all the different
Bone Springs or, | guess, contract areas, as you
refer to them here?

A. That's not sonething | personally could
speak to. That would be counsel and a team
deci si on.

Q. Ckay. Thank you.

HEARI NG EXAM NER: So, M. McClure,
why don't we direct that question to Ms. Bradfute,
if she's willing to answer it.

MS. BRADFUTE: Thank you,

M. MClure.

No, Cimarex woul d not be opposed if the
Di vision wanted the application submtted in a
different way. The Division did order -- issue
several orders back in 2015 and 2016 where it
refused to pool a portion of a pool. So it refused
to exclude the vertical depths of a pool within a
pooling order based on | anguage included in the Ol
and Gas Act.

And so those prior precedence |ater went
up to a case that was heard by the Conm ssion, and
t he Conm ssion entered a ruling that was very
limted to the facts of the case and specifically

sai d that. |"ve referenced those cases in Cimarex's
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prehearing order, and |I'm happy to provide nore
I nformation on that.

Here, Cimarex has tried to address the
depth severances in the nost conprehensive way that
It could. But if the Division preferred themto
send the application in a different way, they would
be willing to do so. The key is, they're trying to
ensure protection of correlative rights in the nost
conpr ehensi ve way possible.

MR. McCLURE: Now, Ms. Bradfute,
guess |'mnot sure in regards to the a 2015, 2016
precedence set by Comm ssion. Again, | don't know
what m ght have changed.

| do know that in recent years, though,
the Division routinely separates out pools at depth
severances and issues a conpul sory pooling order for
above the depth severance and a different one for
bel ow;, hence, the reason on that conpul sory pooling
checklist, we have |like that vertical Iimt box.

Its express purpose is for pooling a portion of a
pool ?

MR. FELDEWERT: M. Exam ner, | m ght
be able to help here because I was involved in those
cases.

HEARI NG EXAM NER:  Ckay.
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M. MClure, M. Feldewert has sone

addi tional information on those 2015 cases. Do you
want to hear?

MR. M CLURE: Yeah, | nean, it could
be -- it could be useful.

HEARI NG EXAM NER: M. Fel dewert.

MR. FELDEWERT: So | think it
I nvol ved Concho's resources. And initially the
Di vi sion said you cannot pool a specific interval
within a -- within a Division designated pool.

It did go up to the Comm ssion. And the

Comm ssion reversed that and indicated to the
Di vision that they can pool certain intervals within
a pool. Okay? Which is why you -- the Division
subsequently revised its conpul sory pooling
checklist, as you noted, M. MClure. And it has
beconme, | woul d suggest, routine for operators to --
when you have depth severances, to pool specific
i ntervals and request that in your application.

MR. McCLURE: Thank you,
M. Fel dewert.

HEARI NG EXAM NER: Does that hel p?

MS. BRADFUTE: And if | could just
clarify. So in that Conmm ssion order, in the record

it was limted to the specific facts of the case.
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And so when | ater cases were brought after that
Comm ssi on order was issued, the Division confirmed
if the facts were very specific.

In that case, there was one owner who
owned interest in a nonproductive depth. And it was
agreed upon that that depth that would be excl uded
did not have any producing zones in it.

Here, that is not the case. And so the
Comm ssion | acks precedent on this issue, and there
are no rules, actually, in the NMOCD s regqgul ati ons
regarding this issue. The guiding factor in that
Comm ssion case was the protection of correlative
rights, and it was argued by Concho co-counsel at
that point in tinme that the Division has broad
| atitude to protect correlative rights and
flexibility to enter in orders with conditions that
could protect correlative rights in the best way
that the Division sees fit.

HEARI NG EXAM NER:  Wel |,
Ms. Bradfute -- M. Feldewert, were you the counsel
for Concho?
MR. FELDEWVERT: Yes, sSir. Yes, sir.
HEARI NG EXAM NER: Ch, you were?

MR. FELDEWERT: Yes.
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HEARI NG EXAM NER: Did she
characterize your argunent correctly?
MR. FELDEWERT: No. She

m scharacterized it.

HEARI NG EXAM NER: What -- how do you
want - -

MR. FELDEWERT: The issue was, we
were -- we were trying to pool a specific interval
within the -- within the formati on. Because of

di fferent ownership above and bel ow t he depth
severance line, the Division initially said you
can't pool only a portion of a pool. The Conmm ssion
t hen reversed that.

And there has been nunerous nultiple
Di vi sion cases since then that have pooled only a
specific interval within a formati on because of
depth severance issues, whether it's difference in
ownership or different owners, that has never been
an i ssue, that has never been challenged, and, in
fact, has led to the evolution of your conpul sory
pooling checklist, which now specifically asks
whet her you're pooling a specific interval within a
formati on.

HEARI NG EXAM NER: So what part --

what part of what you just said was the
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m scharacterization, in your terms, of
Ms. Bradfute's

MR. FELDEWERT: She nenti oned
somet hi ng about us suggesting that the Division has
authority to deal with relative rights in a very
broad fashion and seened to be suggesting that the
Di vi si on can sonehow just accept a contract area and
a contract area A and a contract area B w thout
providing notice in their pooling application that
that's what they seek.

And ny point procedurally, as | raised in
our prehearing statenment, is that the Division can't
do that in this case because they didn't file an
application to pool a specific vertical extent, nor
did they suggest in their application that they were
going to ask the Division to pool a contract area --
or pool the entire Bone Spring and then allocate
producti on based on a contract area and a contract
area A and a contract area B

HEARI NG EXAM NER: Ms. Bradfute, 'l
come you in just a nonent. |'d actually like to
hear. This is interesting.

So in your prehearing statenment, you
poi nted out these -- what you would call

deficiencies in the application --
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MR. FELDEWERT: Yes.

HEARI NG EXAM NER: -- and the notice
behi nd t he application.

MR. FELDEWERT: Well, the first --
first off, the first time we saw the -- any
suggestion that they were going to try to pool for a
contract area A and a contract area B was in the
notice letter -- notice of the hearing that was sent
out. There was nothing in the application that
suggested that.

There's al so nothing their well proposal
|l etter that said that they were going to pool for a
contract area and a contract area A and a contract
area B.

So ny point here is that if you don't
I ndicate in your application that you are going to
pool a specific interval or that you're going to
pool the entire interval but then ask the Division
to inpose on working interest owners a contract
area A and a contract area B, that they're not on
sufficient notice, that that is what you seek. It's
not in the application. [It's not in the public
notice. And there are parties that may not have
received the application.

So | can't, for exanple, say that |'m
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going to pool the entire Bone Spring in ny
application and then cone in with a notice letter
and say, "Well, we really want to do a contract area
A and a contract area B," but provide no indication
of what that is or that that's what they seek.

HEARI NG EXAM NER: So you first
| earned -- so from your perspective, you first
| ear ned about this through notice. MWhich notice are
you tal ki ng about ?

MR. FELDEWERT: It was the one we
attached to our

HEARI NG EXAM NER:  Exhi bits?

MR. FELDEWERT: Exhi bit package, yes.

HEARI NG EXAM NER: But what was the
date of that notice?

MR. FELDEWERT: Oct ober 15, 2024.

HEARI NG EXAM NER: Okay. And you're
sayi ng that wouldn't be sufficient notice for this
heari ng?

MR. FELDEWERT: It -- no, |'m saying
It wouldn't be sufficient -- it would not provide
the Division with the ability to pool for a contract
area A and a contract area B because that was not
requested in the application, that is, then, also

put on the public notice docket.
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MS. BRADFUTE: Can | pl ease respond?

HEARI NG EXAM NER: Of course.

MS. BRADFUTE: Yeah.

HEARI NG EXAM NER: Of course.

MS. BRADFUTE: Yeah.

HEARI NG EXAM NER:  |'mjust trying to
under stand - -

MS. BRADFUTE: Yeah. Yeah.

HEARI NG EXAM NER: -- M. Feldewert's
position. Because | don't renmenber -- | mean, these
are very interesting and inportant issues that
you're raising now based on everything that's going
on here. | don't remenber your discussing this in
your opening statenent.

| remenber your focusing on the protection
of waste fromthe positions of the wells being
vertical -- sorry -- standup versus |aydown. |I'm
not sure why | didn't hear this in your opening
st at ement .

MR. FELDEWERT: So two reasons: One
I's, my opening statenent | kept fairly short as |
could, right --

HEARI NG EXAM NER: Of course.

MR. FELDEWERT: -- to deal with the

factual issues between the parties.
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Secondly, | wasn't -- I'mstill not
exactly sure what they're asking the Division to do.
Okay?

HEARI NG EXAM NER:  Ckay.

MR. FELDEWERT: And as you got that
fromny |line of questioning. | don't know -- it
seens to me, based in our conpul sory pooling
checklist and their application, that they are not
asking the Division to pool and create a contract
area A and a contract area B. That's what it seens
li ke to me.

If that's the case, then | still don't
under st and how you can issue a pooling order,
subject all these owners under that pooling order,
and then inpose that allocation to the owners that
are subject to the pooling order. |If the parties
agree to that, that's fine. But we don't have an
agreenment for that, and there's no notice to the
owners being pooled that they're going to be subject
to an allocation based on a contract area A and a
contract area B.

So | think the way they did it the first
time around, where they filed their application for
the contract area A, made sense. | don't understand

why they didn't file a separate application for
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contract area B.

HEARI NG EXAM NER: Okay. Now,

Ms. Bradfute, well, you have several issues to
adhere. The first one is about the characterization
or the Conmm ssion, the Conm ssion order --

MS. BRADFUTE: Yes.

HEARI NG EXAM NER: -- that you both
referenced.

MS. BRADFUTE: Yes.

HEARI NG EXAM NER: Then you have the
addi ti onal issues now, which are very illum nating
for the Division because | know that we've been
struggling with this as well. So, please.

MS. BRADFUTE: Ckay. Yeah,
absolutely. So |I actually pulled the briefing from
t hat Conm ssion case and converted the argunents
into a Word docunent as | worked on ny positions for
this case. | would be happy to provide a briefing
which -- you know, it's hard when people sit and
t hi nk about what happened several years ago fromthe
top of their head.

So | think briefing on this issue may be
hel pful to tal k about what the Division and the
Comm ssion actually put out there as public rulings

for the parties to follow
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HEARI NG EXAM NER: Let nme interrupt
you and just say that | think that would be the
perfect thing to put in a closing argunent --

MS. BRADFUTE: Okay.

HEARI NG EXAM NER: -- which | know
we're going to want --

MS. BRADFUTE: Yes.

HEARI NG EXAM NER: -- in these cases.
| sonetines leave it up to the parties. You know,

do you want to provide this? Do you want to provide

t hat ?

In this case, we are ordering the parties
to file full witten closing argument. Now, of
course, the transcript will take two weeks. We'||
deal with all the timeframe |later. But, yes, we

want parties to submt witten closing argunments.
Any issue not nmentioned is waved, of course. And
t hen proposed findings and proposed concl usi ons
because -- sorry, M. Fel dewert.

MR. FELDEWERT: | know.

HEARI NG EXAM NER: But that's what we
want in this case because it is sonmewhat conmpl ex or
mul tiple I egal issues here and nultiple factual
| ssues that, you know, everyone has different

positions on. And | think it would be hel pful for
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t he Departnment so that we have a solid understanding
of what's going on here and what to make a deci sion
on.

So, anyway. So pl ease proceed.

MS. BRADFUTE: Yeah.

HEARI NG EXAM NER: You were -- you
were responding to M. Feldewert's comments.

MS. BRADFUTE: And so next issue,
movi ng beyond the Comm ssion case is in Cimarex's,
Magnum Hunter's applications, they are seeking to
pool right now the entire Bone Spring. They're not
asking for the Division to created different
contract areas; however, that is an easier way to
reference the differences in the interest
percentages in the depths.

And so at this point in time, | think it's
a very clear-cut case where production -- which we
have not yet been able to put on all of our
wi t nesses, production comes fromwells |anded in
depths that only produce from each specific zone.
And so there will not be a well that obtains
production fromthe two different depth-severed
zones.

And so the wells will take production from

t he zone. All of the interests are cal cul ated, as
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Ms. Sikes has testified, based on surface acreage
ownership. And that is laid out just like it is in
any other pooling case for the tracts commtted to
t he spacing unit for the wells.

And if necessary, there are different
measures that the Division could put in to protect
contractive rights. It could require the creation
of an overl apping spacing unit for the infill wells
to cover the Bone Spring if it would prefer that.

HEARI NG EXAM NER:  Now, you nentioned
different wells in different, let's say, contract
areas, for |ack of better terms. So then why are we
heari ng about allocation --

MS. BRADFUTE: There Is --

HEARI NG EXAM NER: -- (i naudible)?
MS. BRADFUTE: -- no allocation
formula here. That -- so that canme up in

M. Fel dewert's questioning, yeah.

HEARI NG EXAM NER:  It's not -- isn't
that in --

MS. BRADFUTE: It's not in her
testinony.

HEARI NG EXAM NER: \Whose affi davit
were we | ooking at when we were tal king about

(i naudi bl e) ?
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MS. BRADFUTE: So -- while --
HEARI NG EXAM NER: (| naudi bl e) |

t hought.
MS. BRADFUTE: Yeah. \While --
HEARI NG EXAM NER: (| naudi bl e) .
MS. BRADFUTE: VWhile M. Fel dewert

tal ks about it and he used the word "all ocati on

formul a" - -

HEARI NG EXAM NER: Ri ght .

MS. BRADFUTE: ~-- that forrmula is how
you -- how you cal cul ate net mneral interest in any
tract. It's the formula used.

HEARI NG EXAM NER: | see.

MS. BRADFUTE: Yeah.

HEARI NG EXAM NER: So you're saying
it's not an allocation fornula?

MS. BRADFUTE: No. [It's just
explaining -- because it is such a conplicated
i ssue --

HEARI NG EXAM NER:  Okay.

MS. BRADFUTE: -- here --
HEARI NG EXAM NER: | see.
MS. BRADFUTE: -- that this a basic

cal cul ation as you would use in every other pooling

case that is out there. You'd just calculate it per
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dept h ownershi p area.

HEARI NG EXAM NER:  And it would be --
it would be cal cul ated based on whichever well it is
and whi chever zone it is.

MS. BRADFUTE: Yeah.

HEARI NG EXAM NER: Based on the
ownership in those zones.

MS. BRADFUTE: Yeah.

HEARI NG EXAM NER: Ckay. ' m
under st andi ng slowly what's going on.

MS. BRADFUTE: The ot her conpl ex
I ssue related to this is that BLM has indicated that
they will not accept communitization agreenent that
Is limted to a zone within a formation. And so the
BLM conmmuni ti zati on agreenment needs to match the
spaci ng order.

HEARI NG EXAM NER: Okay. Okay.

Yeah, that's a | ot of nobving parts here.
M. Fel dewert.

MR. FELDEWERT: Sure. Can | share?

HEARI NG EXAM NER: Pl ease.

MR. FELDEWERT: \Who's sharing right
now?

HEARI NG EXAM NER: And, of course,

this is all argunment.
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MR. FELDEWERT: Yeah.

HEARI NG EXAM NER: This is not
evidence. | just want to make that clear for the
record.

MR. FELDEWERT: And just so |I'mclear
and perhaps the Division is clear, this is the --
this is the noticed letter that MRC received.

HEARI NG EXAM NER: And what's the
date of this noticed letter?

MR. FELDEWERT: This is the one that
we saw previously. October 15, 2024. It's our
Exhi bit F.

HEARI NG EXAM NER: Okay. Very good.

MR. FELDEWERT: In their application,
t hey menti on not hing about the depth severance.

They do here. Okay? Then they describe a contract
area A and then they describe a contract area B.
And then they say in their notice letter -- again,
not in their application -- that Magnum wi Il ask the
Division to recogni ze these contract areas in any
pooling orders issued by the Division for the
proposed units. Okay?

It sounds |ike they're not doing that
anynore. That's what it sounds like to me. Okay?

And ny point that | made in prehearing statenent was
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t hat they wouldn't be able to do that because they
didn't have the contract area A or the contract

area B in their application or in any of the public
notice. |If they're not doing this, okay, let's know
t hat .

And secondly, if they're not doing this,

t hen under what agreenent have the owners above and
bel ow t he depth severance |line agreed to be paid
differently based on where the wells are | ocated and
what agreenent -- under what agreenent have they
acceded to the idea that we're going to be paid this
way if the well's up here and another way if the
well's bel ow? Nowhere.

HEARI NG EXAM NER: Ms. Bradfute.

MS. BRADFUTE: There is nothing
within the O and Gas Act or within the regul ations
or Comm ssion precedent or -- that | could find --
and | ran a thorough search of Division orders --

t hat specifically require an agreenment of absolutely
all parties.

There is a requirenent, | think, to work
with interest owners in good faith and give them
notice of this issue. And notification has been
given of this issue to the working interest owners

in this case.
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HEARI NG EXAM NER: So ny question to
you, then, is -- and then we need to nove on with
Wi t nesses because we're going to be here for a |ong
time.

MS. BRADFUTE: Yeah.

HEARI NG EXAM NER: But | do
appreciate this conversation because it hel ps ne
understand -- and | think maybe the technical
exam ner as well -- legal issues that we did not
know were precedential or what effect they m ght
have on the pooling applications.

Why, then, bring it up here? Wy not have
it in the original application if you are going to
have it here?

MS. BRADFUTE: Yeah. You can get
voluntary joinder fromall of the parties. And so
Cimarex did already testify they got voluntary
joinder fromevery interest owner who did not have
an interest in each cell.

So now all the working interest orders own
an interest in every zone or they have signed a JOA
agreeing that it's okay. And those are the worKking
I nterest owners that are nost |likely to be inpacted
by a depth severance, because they're the ones that

coul d have costs inposed on themin a zone where
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t hey don't own any interest.

Here, that's not the case. They've al
signed a JOA agreeing to this ownership allocation
or they have assigned their interest over to
Ci mar ex.

HEARI NG EXAM NER: So when -- is
when M. Feldewert a nonment ago brought up that
| ssue of agreenents, you're saying there are
agreenments in place?

MS. BRADFUTE: There are. Now, does
it cover -- did every working interest owner within
the whole -- the whole ownership deck sign a JOA?
No, not every working interest owner. But the
I nterest owners that had depth severed interest,
their interest were cut off and they didn't own
anything in the | ower part of the Bone Spring, they
did reach an agreenent.

HEARI NG EXAM NER: Okay. All right.

MR. FELDEWERT: But. But. And this
Is very clever. Okay? There are -- let's say owner
A. Okay? Owner A has a 12 percent interest --
|l et's just use a nunber, 12 percent interest in the
upper zone. Owner A has a 15 percent interest in
the | ower zone. Okay? There's no agreenent with

t hose owners.
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She's saying: Well, we reached an
agreenment with all the owners likely, nmost likely to
be affected. But if I'man owner above and bel ow,
my ownership percentage is different. Okay? M
sharing of the costs is, therefore, different. \%Y,
sharing of the proceeds is, therefore, different
under their proposed procedure here. Okay?

| have not agreed to that. They have not
told me that they -- that this is howit's going to
be i nposed under the pooling order. So there's
going to be problens with that. And you are an
effected working interest owner if there's -- and
M. MClure knows this. |[|f there are ownership
percentage differences above and bel ow a depth
severance |line, they have to be addressed either by
contract or by a pooling order.

HEARI NG EXAM NER: Ms. Bradfute.

MS. BRADFUTE: Yes. So here, the
ot her way, and other practitioners who have
practiced before the Division for a long time have
noted that just |like in any pooling case, right,
you've got a tract allocation fornula. Every
pooling case has a tract | ease map all ocation that
we present. Not every interest owner understands or

consents to their percentage in that tract | ease
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map.

Here, there are tract | ease maps broken
out by formation. Notices given to every interest
owner, just like it is in every other pooling case.
And so the owners know that there's a difference as
to depths.

On top of that, there's been in-depth
conversations with all of the interest owners
subject to a depth severance, which is entered into
evidence in this case. Once notice is given, the
pur pose of the pooling provisions in the Ol and Gas
Act is to allow for conpul sory pooling so that
correlative rights can be protected. There's
actually nothing in the O and Gas Act that talks
about an agreenment between all owners when there's a
depth severance.

It does tal k about pooling when there is a
mnority interest owner who does not sign a JOA in
order to protect the correlative rights of the other
I nterest owners within the spacing (inaudible).

So the prevailing law, the controlling | aw
actually sides in favor of protecting correlative
rights for the majority interest owners as |ong
as -- and | think you follow a procedure very

simlar to what has al ways been followed. And
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t hat' s what
HEARI NG EXAM NER
t his discussion.

Ckay.

for all
Let's see.
questions for this witness? And
keep them brief.
MS. BRADFUTE: No.
HEARI NG EXAM NER
Okay.

Excel | ent. This --

MR. McCLURE: M. -

HEARI NG EXAM NER

Cimarex i s proposing here.

Ckay. Thank you

It's been fascinating.

Do you have redirect

f you do, please

You do not ?

- M. Hearing --

Yes.

MR. McCLURE: -- Exam ner?
HEARI NG EXAM NER: Yes, M. MCl ure.
MR. McCLURE: | never finished ny

guesti oni ng.

HEARI NG EXAM NER:

finished? | did not know that.
MR. McCLURE: Well,
si detracked. I (inaudible) --

HEARI NG EXAM NER
it was excell ent sidetrack.
MR. McCLURE: Oh, |

But if | may, | would continue --
HEARI NG EXAM NER

MR. McCLURE: --

rry - -

You haven't

Excuse ne.

we got a little

We sure did, but

absol utely agree.

Pl ease.

okay. Thank
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you, sir. To be fair, | guess | only have one nore
topic | wanted to discuss.

CROSS- EXAM NATI ON OF | SABELLA SI KES (conti nued)
BY MR. McCLURE:

Q. Ms. Sikes, reference was made earlier to
you di sagreeing, | guess, with the interest
breakdown that Ci  marex has -- or excuse ne -- that

Avant has; is that correct?

A. Correct.

Q. Do you have a di sagreenment with the
i nterest that Matador's cases has?

A. We do not.

Q. Ckay. Are you famliar with the commtted
I nterest that Avant is testifying that they have to
their cases?

A. Yes.

Q. Ckay. Do you disagree with the commtted
i nterest percent that they have?

A. Wth their percent, plus other percents of
peopl e who have signed, yes.

Q Ckay. Do you have within your exhibits
here a percentage that you believe is correct for

their commtted i nterest?

A. For their commtted -- for their committed
interest, | don't. Qur title shows them only owni ng
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1.2 net acres in Section 32.

Q Which is different than what they're
portraying. |s that what you're saying to nme?

A. Yes, correct.

Q. So then that would -- well, | guess it

woul d change the sum of their working interest and

commtted interest; is that correct?
A. Yes, correct.
Q. Ckay. And within your exhibits somewhere,

do you have that new sum that you believe would be
correct?

A. For them | do not. | was not able to see
their exhibits until they were filed. So nowhere in

my case in chief exhibits do I have what they think

t hey own.

Q Ckay. Do you know what you believe they
own and - -

A. 1-point --

Q. -- have commi tted?

A. 1.2 net acres. And | believe the part --

| would have to | ook back at my exhibits, but if we
cross conpared who they have supporting in owners we
recogni ze through title, that would be TH MEI vai n,

which is 10 percent of Avant's interest is commtted

to them And the other party, | believe, is
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Mar bel | a, Marbella Devel opment. They supported them
as wel | .

Q Ckay. | guess -- well, we'll just -- |
guess the disagreenent that you have with Avant,
what percentage of the overall proposed pool area is
actually -- how nmuch is that percentage changi ng by?

A. So if we were just to | ook at Section 32,
| think there were six parties that | was able to
agree with Avant on title on. Everybody el se they
had added acreage to, they were m ssing acreage
from they conpletely added parties that had
assi gned out or were strangers to title.

And so it would be a majority. Because
the owners that we did have matched up that were
correct probably owned | ess than 20 net acres.

Q | guess what ny question is, is it appears
that -- of being approximtely 46 percent is what
Avant is portraying that they have a commtted
i nterest of, between either their working interest
and who's commtted to them How nmuch difference do
you believe would be accurate?

A. | think it's hard to say. They couldn't
say yesterday what they owned in Section 32 and --
based off of their exhibits. But it's been hard to

tell what they think they own just because they did
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conmbi ne Sections 29 with 32.

But | did do sonme sort of backwards math
where | did take all of their working interest
owners in the Bone Spring. | renoved -- | didn't
| eave them with an i nterest. | took Avant, Legion,
Doubl e Cabin, T -- TH McElvain. |If | added
everybody el se up, there's only 40 acres renmni ning
in Section 32 to split between four different
parties.

So what they think they own has to be a
little bit |less than 40 acres in Section 32. \What
we show them owning is only 1.2 net acres.

Q. Now, in regards to Section 29, though, did
you take into consideration what their interest is
t here?

A. So | did not take 29 into consideration.
We do not have title on Section 29. W have not
proposed to drill fromor into Section 29.

What | will say is, the parties that they
have |isted owning in Section 30 -- so if we took
their exhibit that lists out the tracts, tracts, |
think it was, 1 through 7 show the ownership in
Section 32.

If I put all of those in the Excel sheet

and i ncluded Avant's three entities and |left those
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bl ank, if | added everybody else up in Section 32
who owns -- we're |ooking for 640 total -- | got
600, which we're able to deduct. You know, there's
only 40 acres left over to split between those four
parties.

So from ny understanding, from what their
exhi bits show, there's 40 acres between those four
entities. MWhat our exhibits show and our title
shows, they only own 1.2. So it is -- it is a big
j unp.

Q Ckay. So just to nmake sure |I'm keeping up
and understandi ng, what you're saying is that Avant
was portraying that they have 40 net acres in
Section 32, but you believe that it's only 1.5 (sic)
acres in Section 32; is that correct?

A. Yes. They were portrayi ng somewhere
around 40. We know that it's the 1.2.

MR. McCLURE: OCkay. Thank you,
Ms. Sikes. | have no further questions. Thank you,
Ms. Sikes.
Thank you, M. Hearing Exam ner.
| SABELLA SI KES: Thank you.
HEARI NG EXAM NER:  Thank you.
Ms. Bradfute, redirect?
MS. BRADFUTE: No redirect.

Page 125

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



© 00 N oo o b~ W N P

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

HEARI NG EXAM NER:  No redirect. This
wi t ness may be excused.

| SABELLA SI KES: Thank you.

HEARI NG EXAM NER: Who is your second
W t ness?

MS. BRADFUTE: My second witness is
Staci Frey.

HEARI NG EXAM NER: Thank you.

MR. FELDEWERT: M. Hearing Exam ner?

HEARI NG EXAM NER:  Yes.

MR. FELDEWERT: Wbuld we be able to
t ake a break?

HEARI NG EXAM NER: Yes. Would you
li ke to take a break now?

MR. FELDEWERT: Yes.

HEARI NG EXAM NER: How many m nut es?

MR. FELDEWERT: Just a few m nutes.

| just need --

HEARI NG EXAM NER: Five m nutes?

MR. FELDEWERT: Yep.

HEARI NG EXAM NER: Ckay. Ms. Frey,
make yourself confortable. W'Il|l take a five-mnute
break. We'll be back on the record at 10:49. Thank
you.

(Recess was taken.)
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HEARI NG EXAM NER: It is 10:50 a. m
We are back on the record. And Cimarex's second
witness is on the stand and is under oath.
Pl ease proceed.
DI RECT EXAM NATI ON OF STACI FREY
BY MS. BRADFUTE:
Q Good norning, Ms. Frey. Could you pl ease

state your nanme for the record.

A. Staci Frey.

Q. And by whom are you enpl oyed and i n what
capacity?

A. | work for Coterra Energy as a petrol eum
geol ogi st.

Q And are you famliar with the applications

t hat have been filed by Magnum Hunter in these

cases?
A. Yes.
Q. And have you conducted a geol ogi c study of

t he lands included in those applications?

A. Yes, | have.

Q. Have you prepared witten testinony in
advance of today's hearing?

A. Yes, | have.

Q And was that testinmny marked as Exhibit B

in the exhibit packet filed with the Division?
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A. Yes.

Q Havi ng submtted this testinony, do you
have any corrections or nodifications or changes
t hat you need to submt and make part of Exhibit B?

A. No, | do not.

Q Ms. Frey, as you sit here today, do you
adopt the testinony that you prefiled under
Exhi bit B as part of your testinony today?

A. Yes.

Q. Ckay. And as well, do you affirmthe
veracity of the exhibits and slides that you
attached as Exhibit B?

A Yes, | do.

Q Ckay. Thank you. So, Ms. Frey, we heard
a |lot of geology testinony yesterday, correct?

A. Correct.

Q. Ckay. Are you famliar with the Zoback
study that was introduced yesterday by MRC?

A. Yes, | am

Q. Ckay. And did you hear the geol ogy
testinmony that was offered yesterday by Avant's and

MRC' s wi tnesses?

A. Yes.
Q Do you agree with the testinony that they
of fered?
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A. | don't. And it sounded |ike they gave
slightly different testinmony. | know from Avant's
geol ogi st, they acknow edge that stress fracture
rotates around the subject |ands, which we al so
agree with. And MRC s geol ogi st believes that
stress direction is pretty constant as you nove from
north of the subject [ands down to the south several
townshi ps, and | don't agree with that.

Q. Ckay. So in your opinion, do any of the
geol ogy experts in these three cases agree upon

stress orientation interpretation?

A. No, | don't think we do.
Q. Ckay. |'mgoing to share nmy screen. Let
me see if | can find where the Teans neeting --

there it is.
Is this the Zoback study that MRC

I ntroduced yesterday to di scuss?

A. Yes.

Q Have you reviewed this paper?

A. Yes, | have.

Q Ckay. And do you have any notabl e

opi nions that you want to share with the hearing
exam ner about this paper?
A. Yeah. This paper is widely recognized

across the industry. Many operators refer to this
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paper, and | have included Figure 1 in ny

exhibits -- and I know MRC and Avant have al so

i ncluded Figure 1 in their exhibits -- to discuss
the direction of maxi mum horizontal stress
direction, also referred to as SHmx. That's going
to be inportant in this case because we're arguing
over a standup versus | aydown devel opnent. And |I'm
argui ng that either devel opnment scenario will work
in this area.

Q. Ckay. And have you reviewed the data that
went into creating Figure 1 in the Zoback study?

A. Yeah. So along with this paper, Lund Snee
and Zoback supplied different tables that included
the data that went into this figure. And | went in
and | ooked at that data specifically for data points
surroundi ng the subject lands. And | know in each
of the exhibits, we all kind of zoomin to the
subj ect area and we | ook specifically at the stress
directions that are closest to the subject |ands.

So | guess along with that data, they
provide quality of SHmax neasurenents, and they rank
the quality froma scale -- on a scale fromA to
D-plus. So A would be the highest quality data.

And | noticed in -- near the subject |ands, there

have several data points that have a D-plus quality,
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and so they're actually not included in this map.
Qualities that are included in this map are Ato C

Q Ckay. And is -- where are the data
points? O what are the data points that are
referenced on this map?

A. The bold black lines that are | ocated
across the entire Perm an Basin, those are what |'m
referring to.

Q. Okay. And where are the closest lines to
t he subject |ands that are involved in these three
cases?

A. It m ght be easier to refer to nmy exhibit,
but just |looking at this map, it would be the
nort heastern part of the Del aware Basin where
there's a pretty significant data gap.

Q Let me pull up your exhibit --

Exhibit B-2. 1Is this an exhibit that you prepared?

A. Yes, it is.

Q Ckay. And can you just walk us through
t he data points that you're discussing and how cl ose
they are to the subject |ands, which is marked with
a star.

A. Yes. So our Turnpi ke devel opment, marked
with a star, both in nmy testinony, as well as Avant

and MRC's, we all refer to the data points that are

Page 131

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



© 00 N oo o b~ W N P

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

closest to the subject lands. So that includes the
cluster of SHmax data points to the west, which are
about 14 m |l es away.
You have the data point to the east.
That's, | think, about north 65 to 70 degrees east.
That |ies outside of the Del aware Basin, which is
| nportant because | believe that is a separate
tectonic reginme that should not be applied to within
t he Del aware Basin. That |ies about 13 mles away.
And then the data point to the south,
which is, | believe, at about north 65 degrees east,
that's actually the nost reliable data point.
That's al so about -- over 13 mles away to the

sout h. That's the nmost reli abl e because it's based

on mcroseismc data instead of drilling induced
fracturing, |like the other data points.
Q. Ckay. And why would it be unreliable to

rely on a data point outside of the basin?

A. So the San Si non Channel, like | said,
It's considered a different tectonic regine. The
channel was subsi ding throughout the Bone Spring and
Wol f canp. Del aware Basin was, too, but in a
different capacity. And we noticed that stress
direction is kind of rotating around the Del aware

Basi n, kind of perpendicular to the basin edge.
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We don't see that simlar trend outside of
the basin, so it's very difficult to rely on just a
single data point 13 mles away to try to infer
stress direction of the subject |ands.

Q. Ckay. And in your opinion, are MRC s and
Avant's geol ogi st maki ng assunptions that aren't
I ncluded in the Zoback study?

A. Yes. And that's due to the |arge data gap
that we see in this paper. | think if there's a |ot
nore data points that were nuch closer to the
subj ect | ands, then we would be able to trust the
data and rely on it a lot nore. But that's just not
the case. We don't have any nmeasurenments nearby.

Q. And | want to | ook at Figure 2. Sorry, |
was in your slides.

Figure 2 in the Zoback paper. Does
Figure 2 shed any nore |ight on stress orientation
within the area?

A. Yeah. So | think all three of us relied
on Figure 1 because it's nmuch nore -- a much nore
granul ar | ook at the individual data points.

Figure 2 was referenced yesterday by MRC s
geol ogist. And the reason | don't want to use this
I mge i s because specifically in box Number 2, that

i's where the subject |ands resides, they're
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averaging in this paper the stress direction based
on approximtely two data points across that whole
area. And as we just noted, there are no
measurenent s near the subject | ands.

So that average is just based on data
points of 13 mles away. So | don't think that's an
accurate image to use.

Q Ckay. And does the Zoback paper include
any other information that could help fill this data
gap within that 13-mle area?

A. Yeah. Going back to Figure 1, they not
only include SHmx neasurenments, they're al so
I ncl udi ng focal mechanisnms that are measured from
seismcity that -- there are a couple different
areas that |'mgoing to focus on the Dauger draw
field, which is in western Eddy County.

Those are not a direct neasurenent of
SHmax, but they do show the type and direction of
slip on faults in that area. And | wanted to note
t hat those beach balls, the |lines on the beach balls
align with SHmx directions that are just to the
east .

And that's probably because it's common
knowl edge that when -- the stress direction is very

simlar to the fault plane orientation nearby. W

Page 134

Veritext Lega Solutions

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




© 00 N oo o b~ W N P

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

al so see that faults have a greater potential for
slip if the stress direction is very close to the
orientation of the fault.

So |'m also using focal mechanisnms in ny
exhibits to try to add additional information about
SHmax near the subject |ands.

Q Ckay. And I'mgoing to go back to your
exhibit now And I'mgoing to go to your
Exhi bit B-3.
s this your Exhibit B-3?

A. Yes, it is.
Q Ckay. And does this exhibit show focal
mechani sms simlar -- or does this -- what does this

show, as conpared to the focal nechanisns you j ust
di scussed?

A. So this is showing Cimarex's private
seismc array, which is looking at seismcity that's
near by the subject |lands. These seism c events are
the little col ored bubbles on the map, and those are
col ored by magni tude.

So we've also interpreted focal nechanisns
that are shown as the little beach balls with red on
one side and white on the other side. Those are
events that are above the magnitude of 3. So higher

confidence events that are measured by 40 -- between
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40 and -- to 60 seisnoneters across the basin, and
those are interpreted in a direction of north
43 degrees east.

That's inportant because this is telling
us that at |east the stress direction near that
fault is at about 45-degree angle, which neans that
you woul d be able to drill your wells either
north/ south or east/west.

Q. Okay. And are the focal mechani sms shown

on Exhibit B-3 representative of SHmax?

A. So they're not a direct measurenent of
SHmax, but | do think that stress has to be at
| east -- alnmobst in that orientation for that fault

to be able to slip. And we also know that when you
get closer to faults, stress orientation does tend
to rotate along the plane of the fault.

Q. Ckay. To your know edge, is Cimarex the
only party that's provided additional data beyond
what is shown in the Zoback study to support its
I nterpretation of stress orientation?

A. Yes, we are. And | did attenpt to | ook
for mcroseismc data nearby, FM |l ogs to | ook at
drilling induced fracturing, something nore |ike
what the Zoback paper was show ng. But we just

don't have that data in the area.
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We do have 3-D seism c data both over the
subj ect | ands and the vacuum -- covering the vacuum
field that was nentioned yesterday in testinony.
That's up to the northeast of this particular fault.
And this -- these focal mechanisns seemto align
parallel with the faulting on that 3-D survey.

Q Ckay. Great. [I'mgoing to share MRC s
exhibit briefly. So bear with me while I pull that

up.
s this MRC' s Exhibit B-8?
A. Yes.
Q Ckay. Can you conpare the testinony that

you heard yesterday from MRC s witness with your
anal ysis that you just explained based on your
study?

A. Yeah. So, again, we're all referencing
the same image. They're zooming in to the area
around the subject |ands that includes the three
di fferent areas showing different stress directions.
And so they show the data point to the east, |ike |
said, that's | ocated outside of the Del aware Basin.
And it's a single data point.

So I'm not sure how nmuch we can rely on
that single data point as the definition of stress

at the subject | ands.
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They al so show the data point to the
south, which | believe is the nost reliable. But,
again, it's over two townships to the south, and |
bel i eve that stress is rotating around the basin,
ki nd of perpendicular to the basin edge.

And then they show the cluster of SHmax
directions to the west. That was over in the Lusk
field area that was nentioned yesterday in
testinmony. And | don't think that those are
particularly an outlier, as was testified yesterday,
because if you | ook at the zooned out map on the
|l eft, even if you exclude those points, stress does
rotate fromnorth to south in Eddy County all the
way over to about east/west in southern Lea County.

There's just such a | arge data gap around
the subject lands that it's very difficult to tel
what exactly that nmeasurement would be. But | don't
think you can infer a certain nmeasurenment based on
this exhibit.

Q. Ckay. |I'mgoing to go back to your
exhibit in B-2, and there was sone testinmony
yest erday about the red arrows. Can you pl ease
expl ain what the red arrows on your exhibit
represent ?

A. Yes. So those are ny -- or ny
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I nterpretation of interpolated stress direction
around the subject |lands. And so those do cone with
some assunmptions as well; however, | am attenpting
to interpol ate between the stress directions over by
the Lusk field all the way down to what we see in
sout hern Lea County. However, those are informed by

our additional data from our focal mechanisms on ny

Exhi bit B-3.
So they're not -- they're not nmade up.
They're just interpret -- | guess an educated

esti mate of what the stress m ght be doing around

t he subj ect | ands.

Q. And did you study the structural features
In the area where the red -- red arrows are shown?
A. Yeah, | did. And there -- there's really

not many mgmj or features that would rapidly change
the stress direction around there. So there's the
Lusk field, which does have a deep fault, but then
there's really -- there's not much deep faulting in
that area until you get further down into southern
Lea County where you start to see the influence of
Ant el ope Ridge, which is a solarium structural high
that seens to affect oil cuts, reservoir

t hi cknesses, and potentially stress direction.

Q. And in your opinion, does the proximty to
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t he basin edge guide stress direction?

A. Right. So that's kind of what | nentioned
about the testinony yesterday. | believe it was
MRC s reservoir engineer had noticed that stress
kind of rotated perpendicular to the basin edge.

And so ny interpolation of stress around the subject
| ands al so follows that theory where they are
perpendi cul ar to the basin edge as well.

Q. Ckay. Okay. And do you renenber
correctly if it was MRC s reservoir engi neer or
Avant's reservoir engineer that offered that

testinmony?

A. Or maybe it was Avant's.

Q Ckay. Well, would you need to go back and
| ook - -

A. | woul d, yeah.

Q. Yeah. But your overall conclusion is --

can you summari ze it again?
A. About the basin edge?
Q. Yeah, just that it runs perpendicul ar?
MR. FELDEWERT: Leadi ng.
MS. BRADFUTE: Sorry.
HEARI NG EXAM NER: | think --
MS. BRADFUTE: |'mjust trying to

clarify.
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HEARI NG EXAM NER: | think --
Ms. Bradfute, | think even though the objection was
to leading, I'mgoing to -- all the parties have
done that throughout their direct exam nations. But
|'"'m-- | am hoping that we're going to be hitting
hi gh points --

MS. BRADFUTE: Yeah.

HEARI NG EXAM NER: -- with your
Wi t nesses.

MS. BRADFUTE: Yeah.

HEARI NG EXAM NER: Thank you.

MS. BRADFUTE: Thank you.

Q. Ckay. We can strike that question,

Ms. Frey. And let's turn to your Exhibit B-3 again.
And you said that you used a vendor to
provide the m croarray, correct?

A. Yeah. So this is Cimarex's private
seismc array. And the data was processed and
provided to Cimarex by a vendor known as
Nanometrics, which is a conpany used by many
operators in the Del aware Basin and across the
worl d. They process seism c waveforns, and they
have several seism c arrays across basins.

Q Ckay. And can you explain the quality of

this data and the general |ocation of the
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sei smonmeters used by the vendor?

A. Yeah. So | guess the inportance of the
sei snonmeter |ocation is your error decreases if you
have nore seisnonmeters used to nmeasure those events.
An exanpl e of one of those seisnoneters is in the
blue triangle on this map. And, of course, [|'ve
only shown one seisnoneter in this area; however, we
have over 50 across the basin, probably nmore. But
specifically what neasured these events, the
magni t udes above 3, those were -- those were
measured by seisnmometers -- between |ike 40 and 60
sei snometers across the basin.

And so that's inportant because if you
have maybe just a few seisnoneters that are |ocated
In just one direction away fromthe faulting, you're
going to have significantly higher error on the
| ocati on of those events.

Q. Ckay. And are other operators within the
Perm an Basin using this vendor to obtain geologic
I nf or mati on?

A. Yes. So any operator -- or anyone -- can
subscribe to the seismc array, but there are many
operators within the Del aware Basin that subscribe
to this, including Exxon, Conoco, Di anondback, EOG

many ot her operators here.
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Q OCkay. MRC testified yesterday that the
stress orientation was reasonably simlar in
Township 21 South as it is in Township 18 South. Do

you renenber that testinmony?

A. | do.

Q I n your opinion, is that true?

A. No. Because | think that the stress is
rotating around the subject lands. | don't think

stress direction is consistent from 18 South all the
way down to 21 Sout h.

Q And I'mgoing to turn to MRC s
Exhi bit C-1.

s there anything el se geologically or
structurally different in the wells |ocated in
21 South and Township 18 South?

A. Oh, yeah. So across this entire area, the
basi n deepens as you nove to the south. So you'l
have hi gher -- greater depths, higher pressures.
Each reservoir tends to thicken. W have
differences in porosity, and we al so have
differences in major structural features.

So as | nmentioned before, Antelope Ridge
starts to come in around 21 South on the eastern
side of this box, which tends to affect many

different reservoir properties, such as oil cut.
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Q So it's fair to say that wells to the

south will outperformwells drilled to the north,
correct?

A. Yes, that's what we've observed.

Q. Ckay. | want to go to one | ast exhibit

that | wanted to discuss with you in questioning.
And I'mgoing to turn to your Exhibit B -- | believe

It 1s your Exhibit B-8 Is this an exhibit that you

prepar ed?
A. Yes.
Q Coul d you please wal k us through this

exhibit and, in particular, the red dashed |ines
that are marked in the m ddle of the exhibit.

A. Yes. This is a structural cross section
goi ng across our Turnpi ke devel opnment in Sections 32
and 33. |'m show ng where our |anding zones are in
the bold black lines. And the red dash |lines denote
t he base of contract area A, which is just bel ow our
upper second sand | anding, and then the base of
contract area B, which is at the top of the
Wol f canp.

Q Ckay. And do you notice any frack baffles
present within the Bone Spring formation?

A. Yeah. So |I've shown a gamma ray log in ny

first tract, which is the left of each log that I'm
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showing. And I'm coloring gamma ray kind of by

lithology. So yellowis nore of a sandstone

reservoir. Blue is carbonate, which is very tight
generally and not a reservoir. |It's not sonething
we target. And then brown would be shale. So

that's down in the Wl fcanp.

Q. Ckay. And in your opinion, is there
sufficient frack baffle between the base of what you
noted as contract area A and contract area B?

A. Yes. So going back to the gamma ray | og,
again, |'ve colored blue to represent carbonate, and
it's represented by | ow ganma ray, high resistivity,
and | ow neutron and density. These -- this is a
tight formation.

And so within the second sandO itself
bet ween our upper sand | anding and our |ower, there
Is a frack baffle that exists, and it is over
100 feet thick. And we do see porosity decreasing
significantly within this carbonate. And so that
woul d 1 npede hydraulic fracture growth.

Q Ckay. I n your opinion, is this frack
baffle sufficient to prevent wells | anded in the
upper Bone Spring from obtaining production fromthe
| ower second Bone Spring? Sorry, the upper second

Bone Spring from obtaining production fromthe |ower
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second Bone Spring intervals?

A. Yeah, | don't see why hydraulic fractures
woul d preferentially grow down and especially
t hrough a frack baffle like this.

Q. Ckay. I n your opinion, is the stress
orientation within the subject | and suitable for
east/ west devel opnent and north/south devel opnent ?

A. Yes, that's correct.

Q. And in your opinion, is the -- is the
approval of Magnum Hunter's applications sufficient
to prevent waste and protect correlative rights?

A. Yes.

Q Ckay.

MS. BRADFUTE: Thank you.
HEARI NG EXAM NER:  Thank you,
Ms. Bradf ute.
M. Fel dewert.
CROSS- EXAM NATI ON OF STACI FREY
BY MR. FELDEWERT:

Q. Good nor ni ng.
A. Good nor ni ng.
Q | guess |I'm going to share here.
Ms. Frey, | see that you indicated you

testified previously before the Division. Ws that

as Staci Mueller?

Page 146

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



© 00 N oo o b~ W N P

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

A Yeah. M | ast name changed.

Q Ckay. Got it. All right. Thank you.
Because | was trying to figure that out.

Now, you would agree with ne that stress
orientation is inportant when you try to orient your
wells, correct?

A. Yes.

Q Ckay. And that know ng the stress
orientation and properly orienting your wells is
necessary to prevent waste?

A. Yes.

Q And when | | ooked at your Exhibit B-2, you
| ooked at the Lund Snee and Zoback map, and then, as
you put it, you did an estimte -- you interpol ated
and did an estimte of what m ght be occurring in

our subj ect acreage?

A. Yes.
Q. Ckay. And you nentioned, then, that
there's an actual data point, | think you said,

14 mles to the west?

A. Yes. That cluster of SHmax bold |ines
over to the west is about 14 mles away.

Q Ckay. So then if | look to the data point
to the east, you said that was closer, right?

A. About 13 m | es.
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Q Ckay. And that data point would indicate
that in order to prevent waste, you would need your
well orientation to be standup. W can agree to
t hat ?

A. If you were to drill over there, that
woul d be correct.

Q Ckay. And then when | go to the next
cl osest data point on here to the south, you said
t hat was about the sanme distance, 13 mles?

A. Yes.

Q Ckay. And you would agree with me that
that would indicate that if you were going to dril
t here, you would want your well oriented in a

standup fashion to prevent waste?

A. Yes, if you drilled to the south.

Q Ckay. At what degree are you confortable
drilling either north/south or east/west?

A. That's tough, because that relies on the
degree of anisotropy as well. It's not just the

angl e of SHmax. You also need to | ook at the
di fference between your m ni num and maxi mum
hori zontal stress.
So if there was a high degree of
ani sotropy, then would you expect your hydraulic

fractures to be nore |inear. And in that case, it
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woul d matter nore what angle you woul d be
determ ning in a standup or | aydown.

However, if there is |ow anisotropy, it
means your hydraulic fractures are nore likely to
appear kind of in a cloud form if you've ever
| ooked at m croseismc. Therefore, it matters a | ot
less. So it's hard to determ ne a specific angle
unl ess you know the degree of anisotropy.

Q. So in this particular area -- let's just
focus on the subject acreage -- do you have enough
knowl edge there to know what degree you woul d be

confortable going north/south or east/west?

A. | do not.
Q. You do not?
A. | don't, because we don't know the degree

of anisotropy up there. However, Zoback does state
i n his paper that where there is a rapid rotation,
there seens to be | ow anisotropy, which would nean
that the stress direction would matter | ess.

Q. So is it your testinony, though, that you
believe that this area that's at issue here, that it
has a 45-degree orientation?

A. That woul d be what the best avail able data
is telling us, yeah.

Q. Telling you?
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A. Correct.
Q Ckay. And you believe that that degree

I's, therefore, necessary in order to be confortable

t hat you would be able to drill either standup or
| aydown?

A. Ri ght. That angle, yes.

Q. Ckay. All right. Wen | see your

suggestion here about the degrees, that first arrow
woul d be, what, 45 degrees roughly?

A. Around t here, yeah.

Q Ckay. If | go down to the next arrow,
what's that degree?

A. lt's difficult to tell w thout putting it

on top of the stress diagramas | have in

Exhi bit B-3.
Q Let me ask you this: Geater than
45- degree?
A. Yes.
Q Ckay. And then the third arrow down woul d

be greater than 45-degree?

A. Correct.
Q Ckay. All right. Thank you.
Now, if | look at, let's just take --
l et's take our Exhibit C-1. How far -- if | |ook at

the yell ow star where you believe the stress
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orientation is at 45 degrees, how far south does
that particular orientation that allows you, in your
opi nion, to go north/south or east/west? How far
down does that go on this particular map? How many
t ownshi ps down?

A. | think that | would not be able to answer
t hat question wi thout a closer data point. And
that's kind of the whole issue with using that
public paper alone, is that there's a | arge data
gap. So it's difficult to tell between the subject
| ands and all the way down to that southern data

point that's in that paper what the stress direction

m ght be.
Q So I'mlooking at just our exhibit, right?
| see 18 South, 34 east. OCkay? |Is it your opinion

that there's a 45-degree orientation in that

t ownshi p?
A. Yes. Around there, yes.
Q. Ckay. Now, if I go in 19 South, 34 East,

what's your opinion there?

A. It would be a little greater than
45 degr ees.
Q. Okay.
A. But | don't know how much greater because

t here's no dat a.
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Q. Okay. All right. So you tal ked about
data, right? Okay. So we have -- would you agree
with me that if you |look at the orientation used by
operators in this area, that that would be an
I ndi cation of what the stress orientation is based
on what other operators are studi ed?

A. Not necessarily. | don't think that's a
geol ogi c data that determ nes stress direction.

Q. | agree with you. But at sonme point, the
operator is going to have to determ ne whether drill

I's standup or | aydown, right?

A. Correct.

Q And they have geol ogists |ike yourself?
A. Correct.

Q And they | ook at the data?

A. Um hnm

Q Ri ght ?

A. Yes.

Q And they want to prevent waste?

A. Hope so.

Q Hope so, too, right. And so you don't

think it's inportant that when you |l ook at this area
t hat over 90 percent of the operators and their
geol ogi sts have determ ned that you have to drill

st andup over |aydown in order to prevent waste?
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A | don't want to insinuate what kind of
data that they're using, but I do think that when
you nove all the way down to Township 21 South, |
woul d agree that you would want to drill standup. |
just don't know how qui ckly that changes.

Q Ckay. Then the other data that we have,
right, is the degradation analysis that was done by
MRC, correct?

A Correct.

Q. That would be an indication of whether you
need standup or |aydown, wouldn't it?

A. It would if you filter the data correctly.

Q Ckay. And then the -- also the

degradati on anal ysis that was done by Avant?

A. Correct.
Q. Ri ght? And that would be an indication of
whet her you need to drill standup or |aydown in

order to prevent waste, correct?

A. Correct, as long as they filter the data
correctly.

Q Ckay. Did you-all -- and then would you
agree that as part of filtering the data correctly,
that if you're going to do a degradati on anal ysis,
t hat you would want to | ook at an area that has a

simlar stress orientation?
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A. Yes.

Q Ckay. So you wouldn't, for exanple, want
to take this map and turn it and include areas that
clearly have a different stress orientation?

A. | don't agree with that.

Q You think you can turn it and include
areas with a different stress orientation in your
degr adati on anal ysi s?

A. | think the stress is consistently
rotating around the subject |ands. So just using
this box seens to be biased towards a certain stress
direction, and it's inportant to | ook at an area to
the west as well.

Q But you would agree that the area to the
west has a different stress orientation than what
you suggest is in the subject acreage?

A. Yes. It depends how far west, but, yes.

Q. Ckay. Now, when Cinmarex is proposing its
wells, does Cimarex try to orient their wells in a
fashion that is going to be conducive to the stress

orientation and, therefore, prevent waste?

A. Yes.

Q Ckay. So when | go to -- | want to go to
MRC s Exhibit A-10. Okay?

A. Ckay.
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Q. | have it up in front of me. We see our
area of subject -- subject area right where the
Bobby Pickard is in 28 -- Sections 28 and 33?

A. Yes.

Q. Ckay. All right. Now, if we just go
directly south of that, we see a nunber of operators
that are either in the process of devel oping

(i naudi bl e) or that has planned devel opnents,

correct?

A. Correct.

Q Ckay. And it includes operators |ike
Mewbour ne?

A. Yes.

Q Ckay. MRC, of course. And then | see

Cimarex with their Big Iron. Do you see that?

A. | do.
Q. That's the sanme as Magnum Hunter, right?
A Yes, it is.
Q All right. Then | see the Ci marex
Mescal ero Ridge wells. That's your conpany. | see

the Cimarex Chaparral wells. That's your conpany,

right?
A. Yes.
Q Ckay. | see the Cinmarex Capadones wel | s.

That's your conpany?
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A. Yes.

Q. And | see the Coterra Cordoniz wells.
Now, is that, again, your conpany, even though it
says Coterra?

A. It is, yes.

Q Ckay. All right. So when | | ook just

directly south of this acreage, your conpany, along

with others, are not drilling |aydown wells.
They're drilling standup wells?

A. Correct.

Q Ckay. All right. And when | |ook at -- |
want you to keep this in mnd. Okay? | want you to

take a | ook at the Mescal ero Ridge and the Cordoniz
and the Capadones and the Chaparral.

When | go to your Exhibit A-11, we see
that for the Mescalero Ridge area, just directly
south of the subject area, Cimarex is choosing to
orient their wells standup even though they own
acreage that would allow a | aydown, correct?
(I'naudi bl e) the yell ow box acreage that Ci marex
owns?

A. It is, yes. |I'mnot sure specifically
about Mescal ero Ridge, just because we have ot her
operators in the area that are kind of constraining

where we can drill.
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Q Has the -- but it would seemto indicate
t hat you woul d have ownership that would all ow
| aydown over standup, if that's what you really
wanted to do.

A. Agai n, not -- maybe not specifically at
Mescal ero Ri dge.

Q What about the Chapedones?

A. | think it -- maybe it'd be nore hel pful
to show the wells that are already drilled in this
area, because Chapedones is another one that we're
ki nd of constrained by what's already drilled. And
a lot of those are drilled as standup third Bone

Spring wells nearby --

Q. By ot her operators?

A. Correct.

Q So (inaudi ble) do standup?

A. Yes.

Q. Ckay. \What about your Stacey's well down
there, you drilling standup there? O intend to
drill standup?

A. Yes.

Q Ckay. Do you have the acreage that woul d

allow you to go west/east or |laydown if that's what
t he conpany thought was appropriate?

A. No, because there are other wells drilled

Page 157

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



© 00 N oo o b~ W N P

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

near by.

Q St andup?
A. Correct.
Q. Ckay.

HEARI NG EXAM NER: M. Fel dewert,
this is getting a little repetitive.
MR. FELDEWERT: Got cha. Ckay.
Q The ot her data point that we have about
the actual stress orientation in this area would be
not only the Figure 1 in these -- Zoback report, but

al so the Figure 2, right?

A. Yes.
Q. Ckay. You would agree that the acreage at
Il ssue in -- would be |located in what would be box 2

I n the southern part of that box?

A. Yes.

Q. Ckay. And you woul d agree that the
professors that put together this peer-revi ewed
docunent -- to them the data indicates that the
stress orientation is, on average, 60 degrees and
per haps somewhere between 60 and 75 in this
particul ar acreage?

A Right. And that's kind of what | brought
up before. This figure takes Figure Number 1 and

buckets the nmore granular data points into |arge
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averaged areas. And | have an issue with area
Nunber 2 because, as you saw in Figure Number 1,
there just aren't many data points nearby.

Q. So you have -- you don't agree with what
t hese professors show?

A. | do agree that those are the averages,
but | don't agree that they're representative of the
subj ect | ands because there's just no data nearby.

Q. Ckay. So you disagree with them
suggesting that box 2 has an average stress
orientation of 60 degrees?

A. No. Again, | do agree that these are --

t hese averages are averages of the stress directions
based on Figure Nunmber 1, but | do not agree that
It's representative of the subject |ands.

Q Ckay. Now, you testified before this

Di vision in August of l|last year? Do you renmember

t hat ?

A. Yes.

Q. A series of cases?

A. Yes, | do.

Q Do you remenber what cases?

A That would be -- | think that was the
M ghty Pheasant, Loosey Goosey. | don't know the

case numbers.
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Q | think you're right.

A. Ckay.
Q M ghty Pheasant, Loosey Goosey. Okay.
And that was acreage just one little -- one township

away to the south?

A. |'d have to | ook at the map again, but it
Is to the south, yes.

Q So we see in MRC s Exhibit A-10, the
di scussion -- the devel opnment we just tal ked about.
The Loosey Goosey would be just to the south of your

Chaparral, correct?

A. That's correct.

Q Down there in which sections, (inaudible)?

A 4958.

Q Ckay. So just south of all this standup
devel opment. Did you -- do you recall informng the

Di vision as to what you thought the stress
orientation is in this area just to the south of the
subj ect area?

A. Down there, the stress continues to
rotate, and it's probably closer to a north 60,
65 degrees east orientation.

Q Do you renmenber what you told the
Di vi si on?

A. | do not.
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Q Do you recall providing the Division with
a map that contained a |ine show ng your
interpretation of the stress orientation?

A. | don't renmember that exhibit
specifically, but I know we do generally have to

provide a stress direction information.

Q Ckay. Would it be helpful for you to see
t hat map?

A. " m not sure, because ny argunent isn't
t hat - -

Q | understand. My question is -- you don't

recall exactly what you told thent
A. As far as the exact angle on the stress

direction?

Q. Yeah.

A. No.

Q. Ckay. All right. Let ne bring up --
Ms. Mueller, I"'mgoing to -- I'msorry.

A. Same- sane.

Q. Ckay. All right. 1'mgoing to bring up
on the screen the -- your self-affirmed statenent
t hat was marked as Exhibit B. And I'Il just give

one case. There's a Cimarex case 23448. Okay?
A. Ckay.

Q. And that's what we've just tal ked about?
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A. Yes.

Q Al right. Okay. VWhen | go down to your
statenment, paragraph 6, you note that you used the
same Zoback map that we've been tal king about?

A. Yes.

Q. Ckay. And that you took that and then
zooned into a portion of their regional map and
where the blue lines, as you said, represent the
digitized version of the sanme stress directions?

A. Yes.

Q Ckay. And you said based on the regional
trends observed by Lund Snee and Zoback, the
estimted stress direction at the M ghty Pheasant

and Loosey Goosey is approximately 70 degrees,

ri ght?

A. Yes.

Q. Ckay. \When | go to your map, if | |oo0k
at -- what was it? B -- Exhibit B-1 to your
statenment, is this a map that you created?

A. It is.

Q Ckay. | see -- let's get oriented here
real quick. |If we -- we see that cluster data

points to the west that you have been referencing.
Do you see that in blue?

A. Yes.
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Q So now they're in blue, not in black?

A. Correct.

Q Ckay. And then we see the -- what you
said was about 14 m | es away?

A. From t he Turnpi ke devel opnent, vyes.

Q. Ckay. And then we see the blue line in
t he upper right-hand portion that you drew on here
that also represents the Iine fromthe Zoback
anal ysi s?

A. Yeah. | just want to clarify. | didn't
draw these |lines on here. These are digitized

version of the Zoback paper.

Q Ckay.
A. So these are not interpreted.
Q. Okay. And the acreage at issue here would

be 18 South, 34 East?

A. Yes.

Q. Ckay. So just to the left of that blue
line?

A. About 13 mles to the west, yes.

Q Ckay. All right. And then we also see

the other digitized data points fromthe Zoback
anal ysis on here, right?

A. Yes.

Q. Ckay. Now, that |ine, then, would
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represent your 70 degrees?

A. Yes, at the M ghty Pheasant and Loosey
Goosey devel opnment.

Q. Ckay. And if | take a ook at that |ine,
It's just at the bottom edge of the cluster of I|ines
to the west, right?

A. Yeah. The bl ack dashed line is -- again,
It's representative of the M ghty Pheasant, so nore
li ke 20 South, 34 East. |It's not -- it mght be
m srepresented as being drawn above the box. | just

didn't want to cover the box.

Q Ckay.
A. That's why | drew it there.
Q But the box, then, would be right at
the -- if | go west fromthe box, it's right at the

bottom of that cluster of markings --

A. Yes.

Q. -- right? Okay. So then if | take that
and | go back to your map -- so let's keep that
oriented -- and | go back to your -- we'll need to
zoomout. | can't

| go to your map here. And using that
same orientation, I'mat the cluster in your -- in
your outtake box to the left, the black lines --

A. Yes.

Page 164

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



© 00 N oo o b~ W N P

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

Q -- right?

A. Um hnrm

Q Ckay. And if | go fromthe bottom of that
and | go straight across, your 70-degree stress
orientation line would fall sonewhere between your
first arrowto the right of that -- those bl ack
cluster lines and your second arrow down bel ow
the -- below the star?

A. Sur e.

Q. Ckay. So roughly close to the bottom --

right at the bottom of that star?

A. Yes.
Q. Ckay. So if we took your analysis just a
year ago and we put -- and we put that black line in

there, it would be a 70-degree |ine of your
I nterpretation just below the yellow star?

A. Right. But also since a year ago, |'ve
| ooked into the new informati on from our private
array, which inforns this exhibit.

Q. Now, when you -- your information from
your private array. Okay. | want to ask you about
that real quick. You indicated that that's not a

measurenment of stress orientation, correct?

A. It's not a direct measurenent, correct.
Q. Ckay. And that information that you
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said -- that you've used here today that you didn't
show about a year ago, that you've had since 2020,
ri ght?

A. Right. 1'm not sure about the focal
mechani snms, but we have had that fault inmage since
2020.

Q Ckay. Yet back a year ago, you didn't
think that that was inportant to informon the -- on
your stress orientation |line that you represented to

the Division just to the south of the subject

acreage?
A. No.
Q. OCkay. Now, is it possible, possible, that

t he analysis that you did a year ago woul d expl ain
why over 96 percent of the wells drilled by
operators in this area is in a standup orientation?

A. | don't think you can conclude that from
t hat one exhibit. | do still stand by the fact that
t he stress does rotate around the subject |ands.

Q. But you would have to go froma 70-degree
| ine just below that star and then quickly just
rotate to 45 degrees?

A. No. The 70 degrees was ny interpretation
at that time, and it's probably nore like 50 to 60

at this tinme after |1've | ooked at those focal
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mechani sns.
Q So you chose not to | ook at the foca
mechani sns a year ago?
MS. BRADFUTE: | think this is asked
and answered a couple of tinmes now.
HEARI NG EXAM NER: M. Fel dewert.
Q So | just want to be clear. You had that
data --
HEARI NG EXAM NER: M. Fel dewert.
MS. BRADFUTE: \Whoa. Objection.
MR. FELDEWERT: Has it been asked --
| don't think it's been asked.
MS. BRADFUTE: Yeah.
HEARI NG EXAM NER: You shoul d respond
to the objection, don't you think?
MR. FELDEWERT: |t has not been asked

and answer ed.

HEARI NG EXAM NER:  1'Il allow -- I'm
going to overrule this objection. You're -- but
this will be the end of this |ine of questions.

MR. FELDEWERT: Sure.
HEARI NG EXAM NER: So pl ease go
ahead.
Q Ckay. So you had that focal information

t hat you said does not -- is not a measurenent of
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stress orientation a year ago, but you chose not to

use that when you represented to the Division the

stress orientation in acreage just to south of here?

A. No. | said that I don't know if we had
the focal mechanisminformation avail able a year
ago. | know we did have the fault imging
i nformation avail able, and | woul dn't make

concl usions just based on fault imging.

Q. Ckay. The other thing about your -- or
|l et me ask you this: You nentioned on -- in your
paragraph 17, | think it was yours, of your
statenment -- let ne get there.

Did you -- you testified about the

barriers that exist between the upper Bone Spring
target and the second Bone Spring target. Do you
remenber that?

A. | don't think this is my paragraph.

Q. That's what I'mtrying to get to. So
let's go to this, right?

You did testify about this?

A. Yes.

Q Ckay. All right. And did you nean to
suggest that if you don't, that MRC was going to
or phan the upper Bone Spring target area if it

initially devel ops the | ower Bone Spring target
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area? That was your word, right?

A. Right. So if they don't drill the upper
second sand and they only drill the | ower second
sand, they would be orphaning the upper | anding
zone.

Q Ckay. But you agree that there's no need

to sinmultaneously devel op those two zones?

A. | agree with that, yes.
Q. Ckay. And that if MRC, |ike they have
here, had chosen to devel op the second Bone -- the

| ower second Bone Spring sand first, that that woul d
not prevent them or any other operator from
proposi ng wells subsequently as infill wells in the
upper second Bone Spring sand?

A. Correct.

Q Ckay. All right. And would you agree
with nme that by targeting the second Bone Spring
sand first, that you would then gain |ogging
i nformation fromthe upper second Bone Spring zone?

A. Yes.

Q Ckay. And don't you believe that that is
| nportant in order to de-risk that upper first
Spring -- Bone Spring zone?

A. Not necessarily in this area. There's so

much production within the upper second sand,
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there's even a vertical field nearby.

Q Did you testify just a year ago in your
same statenment that we just | ooked at, that the
| ower second Bone Spring sand is the established
target across several townshi ps?

A. That's a different area. The upper second
sand is much nmore discontinuous. And the best --

t he highest quality upper second sand is up in this
area and not necessarily down in the other area. W
woul d need to de-risk it there.

Q So let me step back. | think my question
was: Didn't you testify that the | ower second Bone
Spring sand is the established target across several
t ownshi ps?

A. Yes, nore so related to the M ghty
Pheasant, Loosey (Goosey ar ea.

Q. Well, did | characterize your testinony

correctly, though?

A. | don't renmenber exactly what | said --

Q. Ckay.

A -- but --

Q. Let's go to your statenment then, |I'm
sorry.

A. Ckay.

Q. ' min paragraph 9 of the statement you
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provided | ess than a year ago. And | got it up on
the screen for you. Do you see it?

A. Yes.

Q. And didn't you testify that the | ower
second sand is the established target across several
t ownshi ps?

A. Yes.

Q Ckay. And then you go on to testify that
t he upper second sand is a target that Ci marex has
i nvestigated and determ ned to be too risky to drill
before coll ecting data?

A. As it pertains to M ghty Pheasant and

Loosey Goosey, yes.

Q Which is just the |lower township to the
sout h?

A. A lot can change in a township.

Q. Ckay. And that -- you also testified that
it would be prudent to, if you can, drill through

that first Bone Spring sand and obtain | ogging data
before you go up and develop it?

A. Where it's riskier, yes, | definitely
bel i eve that.

Q Ckay. So you woul d understand, then, why
MRC woul d be interested, perhaps, in devel oping the

| ower third Bone -- the | ower second Bone Springs
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sand first because that would allow themto get
I nformati on on the upper second Bone Spring sand?
A. Sur e.
Q. Ckay.
MR. FELDEWERT: Thank you for your
time.
STACI FREY: Thank you.
HEARI NG EXAM NER: M. Holliday and
M. MClure, 1'd like to finish the
cross-exam nation of this witness before we go to
|l unch. Is that acceptable to everyone here?
Ckay, good. That will then | eave two nore
w t nesses for you, Ms. Bradfute?
| thought so. And then we have to dea
with rebuttal cases. So | think we're going to plan
on being here for the rest of the day. Whether we
finish today is in question, but | sure hope the

parties cooperate with each other to make that

happen.
So M. Holliday.
MR. HOLLI DAY: Okay. Well, 1'IIl be
brief. | just have a few questions.
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CROSS- EXAM NATI ON OF STACI FREY

BY MR. HOLLI DAY:

MR. HOLLIDAY: |If we could go back to
Ci marex' s Exhibit B-8.

MR. FELDEWVERT: | can drive for you,
real quick.

MR. HOLLI DAY: Thank you. Thank you.

MR. FELDEWERT: There you go.

MR. HOLLIDAY: I'mnot licensed to
drive yet. | have a learner's permt.
Q Ckay. So if we look at this -- wait. |
may have a different -- | may have written down the

wrong slide. Here you go, one second.
l"'msorry, it was MRC' s B-8. | apol ogize,
that's the confusion.

VR. FELDEWERT: G ve ne a m nute.

Ckay.
Q. Ckay. | just want to clear up real quick
for the testinony -- | mean, excuse ne -- for the

record. Was it your testinony that we can't tell
t he approxi mate di stances between the eastern data
poi nts and the western data points on this slide?
A. I --
MS. BRADFUTE: Objection. The

witness didn't testify about this slide.
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HEARI NG EXAM NER: Ckay.
M. Holliday?
MR. FELDEWERT: M bad. Wong slide.
MS. BRADFUTE: Oh.
MR. HOLLI DAY: There we go. Yeah,
t here we go.
HEARI NG EXAM NER: It didn't make any
sense.
MR. HOLLIDAY: It's all right. | got

focused on ny question.

HEARI NG EXAM NER: | knew sonet hi ng
was Wwr ong.
A. Can you repeat that again?
Q Yeah, you bet. AlIl right. | just wanted

to make sure |'ve captured your testinony correctly.
Was it your testinony that when we | ook at this
slide -- excuse ne -- this map, that we cannot tell
t he approxi mate di stances between the eastern and

west er nnpst data points?

A. We -- as far as the stress direction data
poi nts?

Q. Yes.

A We are able to tell the total distance

bet ween t he two.

Q. Ckay. Okay. So if the basin outlined --
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or was it your testinony that the basin outline

negates the data outside of them basin outlines?

A. | think there's a ot nore uncertainty for
data points that |ie outside of the Del aware Basin,
j ust because it's -- lies within a different

tectonic regine.

Q. Ckay. And why, then, in your opinion,
does the data stay relatively consistent -- as we
nove fromthe Del aware Basin across the Centra
Basin Platforminto the mdline, as we nove west to
east, why does that data stay relatively consistent?

A. | think we see a slight tilt, especially

noving fromthe eastern Del aware Basin onto the

Central Basin Platform | don't think it stays
conpletely consistent. But for this particular data
point, it's just one data point. It's really

difficult to tell what stress m ght be doing in

ot her areas outside the basin up here.

Q Ckay. So sticking to this B-8, what does
that gamm -- ganma ray | og neasure?
A. | -- I"mnot sure what you're referring
to.
Q. OCh, different B-8, I'msorry.
MR. HOLLIDAY: If -- now Matador's
B- 8
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FELDEWERT: WMatador's B-8 or --
HOLLI DAY: |'m sorry, gosh.
FELDEWERT: Or A-8?

HOLLI DAY: Ci marex's B-8.

> 3333

FELDEWERT: Cimarex. There we
go.

MR. HOLLIDAY: A lot of Bs. Thank
you. There we go, and I'm not a geol ogi st.

Q. Okay. Looking at this slide, what does
the gamm ray | og neasure?

A. Gamma ray is a good lithol ogy indicator,
so you can tell the difference between sandstone and
carbonate and shale, for exanple.

Q Ckay. So how are you inferring conpetency
of these frack baffles that you've highlighted?

A. It's a conbination of gamm ray
resistivity and neutron intensity porosity, which
are the logs that | provided here. | just referred
to gamm ray because | tried to make it easier by
coloring the gamm ray |log by lithology. That's
nore conmmonly known as a carbonate baffle, but | --
so |like blue, for example, is carbonate; however,
woul d al so back that up with high resistivity
i ndicating that it's probably very tight, as well as

neutron intensity porosity approaching 0O percent
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porosity on a limestone matrix, which also indicates
that it's tight.

Q Thank you. So if we |ook at that upper
Bone Spring well, that | ooks pretty tight against
that frack baffle that you' ve identified. Do you
have any concern that you could -- when you frack
t he upper Bone Spring wells, that that can create
any sort of frack into this baffle?

A. Whi ch upper Bone Spring wells are you
referring to?

Q That top -- the one just above -- there's
a black line, a red line, and the blue frack baffl e.
The upper Bone Spring wells that you've proposed.

A. Ckay. Can you repeat the question?

Q Yeah, you bet. So when you go to frack
your upper Bone Spring wells, do you have any
concern that this m ght create some communi cation
with or fractures into the frack baffle?

A. | see. Okay. So you're referring to the
upper and | ower second Bone Springs sand wells --

Q Ri ght .

A. -- with the frack baffle in between. |
t hi nk because that frack baffle exists, there's |ow
| i kel i hood that the | ower second Bone Spring sand

wells would communi cate nmuch, if at all, with the
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upper second Bone Spring sand wells. And | know we
are designing our hydraulic fracture stinmulation to
prevent hei ght growth, which is something you can
ask our engi neer about.

Q. Ckay. So maybe this is a better -- 'l
ask one nore, but maybe it's a better question for
the engineer. So is it possible that fracking that

upper Bone Spring well could create conmunicati on,

i f and when you come back to drill the | ower Bone
Spring well, second Bone Spring well?
A. No, that's pretty unlikely. W don't

often see hydraulic fractures extend downward w thin
formati ons. Especially with that baffle there, it's
nore |likely that hydraulic fractures within that
upper sand will stay nostly contained.

Q Ckay. So you don't have any concerns
about the conpetency of that barrier?

A. | don't, based on these | ogs and based on
the fact that we are nmodi fying our frack design to
stay more contained within the sand reservoirs.

Q Ckay. If it were to be conmprom sed, would
t hat cause depletion concerns for the second Bone
Spring, |ower Bone Spring well?

MS. BRADFUTE: Objection. The

witness just testified that it was unlikely to be

Page 178

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



© 00 N oo o b~ W N P

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

conprom sed. So it's assumng facts not in
evi dence.
HEARI NG EXAM NER:  Sust ai ned.
MR. HOLLI DAY: Okay. | believe
that's all the questions | have.
HEARI NG EXAM NER:  Thank you.
M. MClure.
MR. McCLURE: | have no questions for
this expert, M. Hearing Exam ner.
HEARI NG EXAM NER: Thank you.
Ms. Bradfute, any redirect?
MS. BRADFUTE: | have just |ike two
redi rect questions.
HEARI NG EXAM NER: Ckay.
MS. BRADFUTE: Could | share ny
screen?
HEARI NG EXAM NER:  Sur e.
MS. BRADFUTE: Thank you
REDI RECT EXAM NATI ON OF STACI FREY
BY MS. BRADFUTE:
Q Ckay. Ms. Frey. | am showing MRC s
exhi bit that they showed earlier, Exhibit A-10. Oh,

shoot .
And this exhibit, | believe, goes fromthe
MRC 1 ggles wells down approximately 10 mles. |Is
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t hat what you see, nore or |ess?

A. Yes.
Q And have you studi ed the geol ogy going
about -- have you | ooked at the geol ogy goi ng about

10 mles south below the subject |ands?

A. Yes.

Q And does the stress orientation, in your
opi ni on, change as you look 10 to 13 mles south?

A. Yes. | believe the stress orientation is
consistently rotating around this area.

Q Ckay. And there was a |lot of testinmony
earlier about your prior testinony in the Loosey
Goosey and M ghty Pheasant cases. |t sounded |ike
t hat spacing unit was also |ocated to the west. It
was | ocated 13 mles, approximately, to the south
and to the west of these subject |ands; is that

right? O did |l mshear that?

A. Not to the west, but directly to the
sout h.

Q. Ckay. So it's about 13 mles to the
sout h?

A. Yes.

Q Ckay. So structurally from a geol ogic

st andpoi nt, what are the differences?

A. Actually, | want to correct that. |It's
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about seven mles to the south.
Q Ckay. Thank you.
MR. FELDEWERT: | didn't have to
redirect. Good.
A. Can you repeat the question, please.
Q Yeah. Structurally, what are the geol ogic
di fferences as you go about seven mles to the
sout h?
A. Geol ogically, to the south, we see an
i ncrease in depth and pressure. Stress orientation
does continue to rotate to nore of a north 65,
70-degree angle. We also see an increase in total
t hi ckness of certain reservoirs and porosity.
Q Ckay.
MS. BRADFUTE: Thank you.
HEARI NG EXAM NER: Any recross on
that redirect?
MR. FELDEWERT: No, sir. The only
matter is whether it m ght be hel pful for me to
i ntroduce as an exhibit, their statenments since we
both referred to it.
HEARI NG EXAM NER: | don't think so.
MR. FELDEWERT: You don't need it?

HEARI NG EXAM NER: | don't think so.
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Thank you.

MR. FELDEWERT: Okay.

HEARI NG EXAM NER: Okay. My this
Wi t ness be excused, Ms. Bradfute?

MS. BRADFUTE: Yes, she may.

HEARI NG EXAM NER: All right. Thank
you.

Al right. It's noon. What tine do the
parties want to reconvene?

MS. BRADFUTE: M. Exam ner, | would
think we want to take a quick lunch. | inmagine nost
peopl e have to drive and go get sonme food. Have
parties been able to do that within 30 m nutes
previ ously?

HEARI NG EXAM NER: | don't know.
There are sone restaurants right over by Trader
Joe's. There's --

MR. FELDEWERT: Yeah, that's where we
went yesterday, and it was an hour --

HEARI NG EXAM NER: Oh. Which one?

MS. BRADFUTE: It was an hour.

MR. FELDEWERT: We went to The Baking
Conpany.

HEARI NG EXAM NER: \Which one?

MR. FELDEWERT: The Baki ng Conpany.
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HEARI NG EXAM NER: Oh, that one over
t here.

MR. FELDEWERT: Yeah. | thought it
woul d be qui cker.

HEARI NG EXAM NER: Was it?

MR. FELDEWERT: It took us -- we got
here in an hour.

HEARI NG EXAM NER: Got it. Okay.

MS. BRADFUTE: And we m ght all need
an hour for lunch --

HEARI NG EXAM NER: Okay.

MS. BRADFUTE: -- as nmuch as | --

HEARI NG EXAM NER:  We'l |l go for an
hour. We'll reconvene in 59 mnutes at 1:00. Thank
you very nuch.

MS. BRADFUTE: Thank you.

(Recess was taken.)

HEARI NG EXAM NER: We are back on the
record. It is 1:00. It is snowing heavily outside.
And we have wi tnesses that need to get to the
airport.

So, Ms. Bradfute, with that little
I ntroduction, let's bring your third witness. |
think that was M. Boyl e?
MS. BRADFUTE: Yes. And he is with
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us on Teans.
HEARI NG EXAM NER: | see it.

M. Boyle, you're still under oath. Make
sure you speak loudly so that the recording picks
you up because we don't have a court reporter today.
It will be transcribed after the recording is over.

Pl ease proceed.

DI RECT EXAM NATI ON OF CALVI N BOYLE
BY MS. BRADFUTE:

Q. Good afternoon, M. Boyle. Can you please
state by whom you are enployed and what -- in what
capacity.

A. | work for Coterra as a facility engineer.

Q And are you famliar with the facilities

plan for the Turnpi ke wells proposed by Magnum

Hunt er ?
A. Yes.
Q. Have you prepared witten testinony in

advance of today's hearing?
A. Yes.
Q Was that testinmny marked as Exhibit Cin
t he exhibit packet that was filed with the Division?
A. Yes.
Q And having submtted this testinony, do

you have any corrections or nodifications or changes
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t hat need to be made to -- part of Exhibit C?

A. No.

Q M. Boyles (sic), as you sit here today,
do you adopt the testinony that you prefiled under
Exhi bit C as your testinony?

A. Yes.

Q And as well, do you affirmthe veracity of

the exhibits and the slides that were attached in

Exhi bit C?
A. Yes.
Q Ckay. M. Boyles, could you explain what

the facilities plan is for the Turnpi ke wells?

A. Yes. We will have two pads, one to the
south and one to the north. On the south pad, we're
going to have a satellite, which nmeans we're going
to put the separators there, and then we'll run bulk
lines up to the CTB, which will be with the north
pad. And that allows us to continually drill off
t hose pads wit hout having any additional surface
di st ur bance. And then on the CTB, it will be a

t ankl ess battery on the CTB

Q. Ckay. And I'm going to share ny screen,
so hopefully you can see the exhibits that I'm
showing really quickly. And I just want to run

t hrough one to two of your exhibits quickly.
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So, M. Boyles, does Exhibit C-2 reflect
that facilities design that you just described?

A Yes, it does.

Q. And what are the benefits, in your
opinion, of Cimarex's facilities plan?

A. Ckay. So like |I said, the picture on the
bottom that's our satellite. That's where we put
our satellite separators on pad. And with that,
we're able to continually drill off that pad, adding
more and nore wells.

And we'll only have on-pad flow |ines,
which tie into bulk lines. After the first
devel opment, you'll have to put the bulk lines in
during the first developnment. And then after that,
we only have on-pad -- we only work on pad. So
there will be no further disturbance off pad.

And then as far as the top picture, that
I's our tankless central tank battery. Wth that,
we -- in the past, the vast magjority of operators --
or all operators have issues with fee patches and
end of lines, and we have conpl etely designed that
out of this design. So we now have zero high risk
em ssions devi ces.

We al so renoved the high pressure flare

since Cimarex has a zero routine high pressure

Page 186

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



© 00 N oo o b~ W N P

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

flaring policy. And then we install redundant BRUs.
That way, we can also drive our LP flaring to a
m ni mum as wel | .
And then on top of that, on the spil

side, we do quite a few things to make our
facilities less likely to have spills.

Q. Ckay. And, M. Boyles, in your opinion,
will this facilities design reduce enm ssions in

venting and flaring fromthe Turnpi ke wells?

A. Yes.

Q M . Boyles, what does this exhibit show?

A. So this is conparing what we were doing in
the past, like |I said a second ago, with fee patches

and end of lines on the right back in 2019 conpared
to our tankless on the left. And, again, we were
seeing em ssions issues with our tank facilities, as
well as | ower capture off of our tanks. And so when
we noved to the tankless facility, we were able to
drive our failure rate down to zero off the CBS and
then, as well, drive our percent capture off of the
tanks or surge vessels up to 97 percent. MVhich in
that, |lowers our |ow pressure flaring.

Q Ckay. And in Exhibit C-4, did you conpare
Cimarex's venting and flaring matrix with MRC s

venting and flaring matrix in 20237
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A. Yes.

Q And can you just really quickly explain
what those -- what these graphs show?

A. Yes. So pretty quickly, this is all data
that was submtted to the EPA, and we're just
showi ng it here.

So on the far left, you'll see the Perm an
flare intensity. So that is the anmount of gas that
you flare divided by the amount that you produced.
And in that, we were significantly |less than MRC s.

On the top right, that's the GHG, or
greenhouse gas, intensity. And, again, that's on
the em ssions side, and we're significantly | ower
t han MRC.

And then in the bottomright, that's
specifically nethane intensity, where it's your
met hane em tted divided by your total metric tons of
gas produced. And, again, we're significantly | ess.

Q And did you performa simlar analysis
conparing Cimarex's and Avant's operations?

A. Yes. This is -- these are the sane
charts, just with Cimarex and Avant instead. And,
again, we're significantly less in all three
cat egori es.

Q. And, M. Boyles, in your opinion, wl
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Cimarex's facilities plan for the Turnpi ke wells

reduce surface waste?

A. Yes, | -- yes, | do believe that. Between
flaring gas or emtting gas, we will be |ess.
Q. Thank you.

MS. BRADFUTE: That's all of the
gquestions that | have.
HEARI NG EXAM NER:  Thank you.
M . Fel dewert.
MR. FELDEWERT: Yes.
CROSS- EXAM NATI ON OF CALVI N BOYLE
BY MR. FELDEWERT:

Q. Good afternoon, M. Boyle.

A. Good afternoon.

Q. | see in paragraph 12 of your statenent,
t hat you were going to -- various efforts you'd

undertaken to allow Cimarex, as you say, to mnim ze

flaring. |Is Cimarex operating flares in New Mexico?
A. Some, yes, sir. We have a | ow pressure
flare on every facility. |It's a safety .
Q. And are you -- and you're -- are you

flaring gas?
A. Yes, sir. Like | showed in nmy |ast slide,
even on our better tankless facilities, we catch

about 97 percent. So we're flaring about 3 percent
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even off of those.

Q Ckay. On those existing facilities, |
t hi nk your paragraph 14 of your statenent reflects
that -- for your existing facility, you are seeing
an average of 8 percent up to 19 percent failure
rate; is that right?

A. Yeah. There's a range there depending on
the facility. And you're talking about -- do you
mnd pulling that up so |I'm | ooking at what you're

| ooki ng at?

Q Sure. Do you have your statement in front
of you?
A. | can. | wasn't sure if | was supposed to

have (i naudi bl e).

Q Let me see if | can share it. Hold on.

No, it's all right. Let ne see if |I can share.
So on paragraph 14, right?

A. Yes, sir.

Q. Cimarex tankless facilities is 0, conpared
to an average of 8 percent, which you say range from
O to 19 percent on Cimarex's older tank facilities.

A. Yes, sir, that's correct. | just wanted
to do a conparison between the tank facilities and
our new tankless facility.

Q. Ckay.
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A And, again, on this developnment, we're
going to have tankless. So |I would expect the zero.
Q And -- but your existing facilities seem

to have up to 19 percent?

A. Yeah, they can.

Q Are you spending noney to address those?

A. Yes, sir.

Q Ckay. Are you aware that -- are you
meeting your -- the gas capture requirenments inmposed

by the recent rules enacted by the O Conservation
Comm ssi on?

A. Yes, sSir.

Q. And you're aware that MRC is |ikew se
meeting those requirements?

A. Yes.

Q. Okay. In fact, isn't it true that MRC s
gas capture requirenent is up to 99 percent, based
on your studies?

A. "' msure | -- 1 don't actually know t hat
st at . But this specific, when | showed 97 percent,
| mean 97 percent off the tanks al one, not the
entire gas. |If you include the entire gas, we're
wel | above 99 percent. W're |like 99.8.

Q Ckay. In terns of gas captured?

A. Yes, Sir.
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Q Ckay. Now, | think you've also testified
I n paragraph 8 of your statenment that in order to
initiate your devel opment, |aydown devel opnment, that
you're going to need some power surface equi pnment

out there that would require new roads and two new

wel | pads --

A. Yes, sSir.

Q -- right?

A. Yes, sSir.

Q. And additional acreage disturbance for a
tank battery?

A. Yes.

Q. And then additional surface disturbance

for bulk |lines?

A. Yes, sSir.

Q And | think you offered a total of
24 acres of surface disturbance?

A. Yes, sir. | believe that's correct. You
could scroll up, and | could definitely affirmthat.

Q. | think that's correct. | agree with you,
that's correct.

And | know you're not here, but | guess --

have you ever been to the O Conservation
Division's building here in the hearing roonf

A. Yes.
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Q And seen the parking lots surrounding it?

A. Yes, sir.

Q So your 24 acres of surface disturbance
woul d be bigger than the surface di sturbance for
this building in the parking --

MS. BRADFUTE: Obj ecti on.
Q -- (inaudible)?
MS. BRADFUTE: It assunmes facts not
I n evidence about the area, the size, the acreage.
MR. FELDEWERT: He's seen it.
HEARI NG EXAM NER: Hold on. It's
al ready been answered. Unfortunately, your w tness
I's very quick to answer the questions, which is
appreci ated today. But, yeah, it's alittle |late.
So I"'mnot going to make a ruling on that objection.
Pl ease proceed, M. Fel dewert.

Q. And then you've been -- you've heard the
testinony that's presented up -- in this case up to
this point?

A. Yes.

Q Ckay. And you're aware that MRC will be
able to develop its late standup wells w thout any
addi ti onal surface disturbance?

A Yes, sir.

Q. And that they'Il be able to utilize the
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exi sting tank battery for their Iggles wells?
A. Yes.
Q Ckay.
MR. FELDEWERT: That's all the
questions. Thank you.
HEARI NG EXAM NER: M. Holliday.
MR. HOLLI DAY: | have no questi ons.
HEARI NG EXAM NER: Very good.
M. MClure?
MR. McCLURE: Thank you, M. Hearing
Exam ner. | do have a few questions for M. Boyle.
CROSS- EXAM NATI ON OF CALVI N BOYLE
BY MR. McCLURE:

Q M. Boyle, can you please describe for ne
how production from contract area 1 and contract
area 2 would be determned in these facilities?

A. Do you nmean -- when you say contract area
1 and contract area 2, what exactly are you
speci fying?

Q. Essentially above and bel ow the depth
severance within the Bone Spring is how Ci marex has

described it in its exhibits.

A. Yeah, | believe that we're planning to
drill different wells on -- above and bel ow. And
with that, we'll have a different separator per
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well. And with a different separator, we'll have an
orifice nmeeter and a Coriolis meter that will be
al l ocated back to those wells.

Q. And are you asking the Division to inpose
stipulations as to the quality of neter, calibration
dates, the requirement that those nmeters stay in
pl ace, and that production is separated and netered
prior to commngling it?

A l"mnot -- |'mnot sure what we're asking
Di vision on that front.

MS. BRADFUTE: M. Exam ner, if |

may ?

HEARI NG EXAM NER: Yes.

MS. BRADFUTE: | think M. MClure is
asking kind of -- for a legal position from Ci marex.
And | believe Cimarex would be willing to agree to

what ever nmeasurenment conditions M. MCl ure deemed
fit.

HEARI NG EXAM NER: Okay.
M. MClure, did you hear the answer?

MR. McCLURE: Yes, | did, M. Hearing
Exam ner.

HEARI NG EXAM NER: Al l right.

MR. FELDEWERT: M. Exam ner, the

only thing | would note is, once again, none of this
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is in their application or public notice that it
woul d be even consi dered today.
HEARI NG EXAM NER:  Under stood. Thank
you.
M. MClure.
MR. McCLURE: | have -- | have no
further questions for this expert.
HEARI NG EXAM NER: Very good.
MR. McCLURE: Thank you, M. Hearing
Exam ner.
Thank you, M. Boyle.
CALVI N BOYLE: Thank you.
HEARI NG EXAM NER: Ms. Bradfute, may
this witness be excused?
MS. BRADFUTE: Yes, M. Exam ner.
HEARI NG EXAM NER:  Thank you. Let's

call your final witness, and that would be -- let's
see. | see here -- I'"'mnot sure howto say it.
Behnt?

MS. BRADFUTE: M. Behm
EDWARD BEHM Behm vyes, sir.
HEARI NG EXAM NER: Thank you. Got

M. Edward Behm You' re under oath, sir.
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DI RECT EXAM NATI ON OF EDWARD BEHM
BY MS. BRADFUTE:

Q. Good afternoon.
A. Good afternoon.
Q. Coul d you pl ease state by whom you're

enpl oyed and in what capacity.

A. Enpl oyed by Coterra as a senior reservoir
engi neer for Lea County.

Q. And are you famliar with the petrol eum
engi neering plan for the Turnpi ke wells proposed by
Magnum Hunt er ?

A. Yes.

Q. Have you prepared witten testinony in
advance of today's hearing?

A. Yes.

Q Was that testinmny marked as Exhibit D in
t he exhi bit packet that was filed with the Division?

A. Yes.

Q Havi ng submtted this testinony, do you
have any corrections or nodifications or changes to
the testinony that need to be submtted along with
Exhi bit D?

A. | have one on nunber 24.

Q Ckay. And are you referring to paragraph

24 of your affidavit?
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A. Yes.
Q. Let me turn there.

And |I'm going to scroll up just slightly.
A. Yeah, it's right there. |It's the top

sentence on that page. For the one-mle costs that

we'd be caring that 3.375 mllion, would
5.76 mllion per well.
Q And what is the cause for that change?
A. Ch, the additional working interest we've

acqui red within Section 32.

Q Ckay. And did Magnum Hunter just recently
acquire that additional working interest?

A. Yes. This is the sanme changes Bell a
covered earlier in our testinony.

Q Ckay. Wth the exception of that change
in that dollar figure in paragraph 24 of your
affidavit, as you sit here today, do you adopt the
testinony that you filed under Exhibit D as your
testi nony today?

A. Yes.

Q And as well, do you affirmthe veracity of
the exhibits and the slides that you attached to
Exhi bit D making that dollar figure change?

A. Yes.

Q. Ckay. M. Behm you attached several
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different slides to your affidavit. W are not
going to go through many of those slides, but I did
want to have you explain a couple of themthat folks
testified about yesterday.

"' m show ng Magnum Hunter Exhibit D-1, and
| wanted you to explain what you were trying to show
with this slide to the Hearing Exam ners.

A. My point with these slides is that we're a
prudent operator. We have excellent |IP performance,
and we have excell ent one-year QM performnce.

Q And this slide | ooks at performance
| ooki ng at Lea County as a whole, right?

A. Yes.

Q And it applies that -- it applies to al
t hree operators |ooking at total operations within
t he county?

A. Yes.

Q. Ckay. And did you -- when you ran and
created this study, where did you find that Coterra
ranked anmong operators in Lea County?

A. We're in the top two to three on both
these metrics if you just pull everybody in for the
nost active for the last five years for -- | think
it's 50 operators, and 25 |'ve | ooked at.

Q. Ww, great. | want to next nove to
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Exhi bit D-3.

And, M. Behm could you walk through this
exhibit? It shows several different factors that we
tal ked about in the case.

A. Yes, so this is a -- due to the overl ap,
we've got three different conpeting conpanies. So
everybody has their own capital |ayout fees that
have been turned in. So what |'ve got here is by
bench, what is the well costs for each conpany.

So on the left would be Cimrex wells and

our capital cost. Alnpbst all the wells are
two-mle. So adjacent to that |'ve got dollars per
foot. So that's another way to conpare well cost

and capital efficiency.

If I nove over to Avant's colum, | know
t he second sand sounds like it m ght be changi ng
fromwhat's been proposed, but you can conpare
capital costs versus what we've proposed on a per
wel | basis. And then the other thing you can see
easily here all in one spot is that second sand has
not been proposed at the sanme well density.

If I were to nove over, |'ve got Matador's
in there. These are the AFEs we have. We did check
| ast night. | don't have an updated AFE for this,

so |'mshowing the informati on we have that we
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received. But | do not have a proposal for first
Bone Spring, and | do not have a proposal for upper
second Bone Spring. And so what | was able to
conmpare was | ower second, third, and Wl fcanp. And,
again, just highlighting individual wells to be able
to see the count and what conpani es have proposed to
target with their devel opnent pl ans.

Q And not proposed, where you' ve noted "not
proposed” in both Avant's colum and Matador's
colum, those are sections or wells signifying well
spaci ng where no wells have yet been proposed by

t hose operators, correct?

A. Yes.

Q What conclusions did you draw after
putting together this information?

A. The key point of this would be that there
are econom ¢ benches which we, then, spend nore tine
on in the exhibit that do not have a current plan.

The ot her piece would be well density.
Four wells per section in the second sand. And
really, all of these benches, if you're drilling it
at two mles, there's not a big discrepancy in
drilling density. |It's nmore, is there a plan for

t he additional formtions.

Q. And at the bottom of this slide, you nake
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sonme concl usi ons about the relative costs between

t he proposals for the wells, correct?

A. Yes. And -- yeah, and they are witten
t here.

Q. Yeah.

A. It's just -- I f you were to sum up
| i ke-for-1ike where well count is the same and

capital is targeting the same bench at the sane
| ength, what's the delta between the proposed pl ans.
Q. And Coterra's proposed plans offer
significant savings, right?
A. Yes.
Q. M. Behm vyou have analyzed the second
Bone sand interval, correct?
A. Yes.
Q And what is your opinion about the

potential productivity of the second Bone Spring

i nterval ?
A. These properties are showi ng second - -
MR. FELDEWERT: |'m going to --
HEARI NG EXAM NER: | have -- | heard

obj ection, so hold on a second.
What is the objection?
MR. FELDEWERT: 1It's redundant

because his opinion is already in the statenent.
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HEARI NG EXAM NER: Ckay.

MS. BRADFUTE: You know, | just
want -- there's slides with a |ot of graphs. And so
| do think it's helpful to -- we're not going to go
t hrough each slide and each graph.

HEARI NG EXAM NER: Sure.

MS. BRADFUTE: But in particular,
this one does matter.

HEARI NG EXAM NER:  Well, if you could
focus on what makes this slide matter --

MS. BRADFUTE: Yeah. Yes.

HEARI NG EXAM NER: -- and ask
guestions that don't --

MS. BRADFUTE: Okay.

HEARI NG EXAM NER: -- require the
witness to restate what he's already stated in his
witten testinmony, it would be appreciated.

MS. BRADFUTE: Yeah, absolutely. [|I'm
just trying --

HEARI NG EXAM NER: Thank you.

MS. BRADFUTE: -- not to |lead a
little bit. But, yes, thank you.

Q So, M. Behm in your study and in your
anal ysi s, have you concluded that the second Bone

Spring interval is the nost val uable target?
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MR. FELDEWERT: Objection, |eading.
HEARI NG EXAM NER: | nmean, we're
going to be here all day if we object to | eading
guestions. All the parties have been doing it all
day long, and |I haven't said anything --
MR. FELDEWERT: All right.
HEARI NG EXAM NER: -- about it. But
| " ve already explained what |'m | ooking to you
for --
MS. BRADFUTE: Yes.
HEARI NG EXAM NER: -- Ms. Bradfute.
So if you could try not to |lead the wtness and
just -- let's get to the point.
MS. BRADFUTE: Yeah. Okay.
Q. M. Behm why did you include this slide
I n your study?
A. To highlight that the upper and | ower
second sand are proven targets and they are
out perform ng the other choices in the area.
Q. | want to | ook at the maps you incl uded
and di agrans you included in this exhibit. And I
want to first start with the diagram here on the
ri ght side of the screen.
Coul d you pl ease note what you're

observing with Avant's acreage listed in this
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di agram

A. What we're | ooking at in this diagram
it's from anot her public presentation we were able
to get a map for the area. And it's just
hi ghlighting Avant drilling units, is howit's
| abeled in this -- in this map. And it's show ng
ki nd of the orientation of where the wells are
pl anned. It's also giving kind of an overview of
the infrastructure that was tal ked about yesterday.

And so what's inportant here is, there's a
| ot of east/west devel opnment four mles west of this
acreage block. The other piece here is the acreage
t hat we both own kind of goes outside of the
sections that we're tal king about today. So Avant
has a significant position adjacent to this, just
| i ke we have a position in the south and Matador has
one to the northeast.
What |'ve got here is, we've tal ked about

DSL today, and | do remenber hearing earlier that it
was all over the place out here. One thing | just
wanted to highlight on this map specific to that, is
t hat Section 32 has a -- significant |izard
restrictions on surface --

Q Ckay. And --

A. -- (inaudible) --
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Q Sorry to interrupt you, M. Behm DSL,
could you clarify what that is when you use that

acronynf

A. Dunes sagebrush |izard.

Q. Thank you.

A. And it would come with surface
restrictions. And all |I'mhighlighting on the map

I's sonme different ways that acreage coul d be
devel oped if Cimarex was el ected operator.

Q. And did Cimarex | ook at whether or not it
could place surface facilities to devel op Section 32

| ndependent | y?

A. Yes.

Q And what were the results of those
findi ngs?

A. Qur regulatory -- our regulatory staff

told us not to. To stay out of Section 32 was ny
f eedback.

Q. And was t hat because of the no surface
di sturbance limtation?

A. Yes.

Q Ckay. | want to | ook at Exhibit D-8A.
This exhibit | ooks at the technical reserves that
Ci marex has analyzed in this second Bone Spring

sand, correct?
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A. Yes.

Q Ckay. \What are the key findings fromthis
slide that you want to point out to the Hearing
Exam ners?

A. That the upper and | ower second Bone
Spring are highly economc targets to pursue. \What
|'ve got down here is just for scale, because there
Is a wells-per-section difference. |If you were to
| ook at State PVO 12-and-a-half percent, that's the
value of -- on a two-mle basis for devel oping these
wells. That would be the inportant part on a dollar
basi s.

Q. I n your opinion, have all three operators

proposed simlar plans to devel op the second Bone

Spring?

A. They have not.

Q. And what are the key differences, in your
m nd?

A. The biggest difference that | see is the
one-mles from Avant. Wrking interest was covered

earlier today. Those are one-mle wells with a

1 percent interest. Some of the things that drive

how i nportant an acre is to us is how many we have.
So if I have 1 percent of a 640, it's a

really small percentage of the value that |'ve got
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down there. That would matter less to ne
prof essional |l y.

If I've got a significant working interest
over the devel opnent, then a lot of that total val ue
that I'm showi ng down in the bottomis weighed. So
t hat project would rank higher for devel opnent and
be nmore inportant to the conpany devel oping it.

Q And do you think one-mle devel opnent in
Section 32 is going to be nore challenging for an
operator to pursue?

A. Yes.

Q And is that in part because of the
significant surface restrictions in that section?

A. Yes.

Q Do you believe that the second Bone Spring
sand woul d be devel oped if Avant is awarded
operatorship in Section 32?

A. l"'mnot -- I"mnot sure it would rank very
| ow for choices. They have a significant acreage
position with two mles. |It's all conpeting for
sanme infrastructure space. And it -- if you were
doing it on a nmoney basis, it should rank very | ow
i n the devel opnment options they could go pursue.

Q. Has Ci marex found that the second Bone

Spring is one of the nost productive intervals in
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Section 32?

A. Yes.

Q Ckay. |Is there sone concern that these
m nerals woul d go without devel opnent, essentially

bei ng stranded?

A. Yes.
Q And very quickly, why did you decide to
study the -- hold on real quick, sorry.

Yeah, why did you decide to continue this
study and | ook at the upper second Bone Spring in
the first Bone Spring sand?

A. This is just to highlight the same dat a,
but for the other overl apping acreage unit.

Q Ckay.

A. So first and second have not been
proposed, what does that nmean in terns of scale
across the acreage.

Q. Ckay. And this is -- when you're talKking
about first and second sand not being proposed, this
woul d be the overlapping unit with Matador's
proposed Bobby Pickard wells, correct?

A. Yes.

Q M. Behm what conclusions did you draw
after conducting your study?

A. Coul d you be nore specific --

Page 209

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



© 00 N oo o b~ W N P

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

Q Yeah.

A. -- for the question?

Q Yeah. After you've | ooked at the
reservoir engineering anal ogs within the subject
| ands, the value of the technical reserves, and the
surface restrictions, what conclusions have you
dr awn?

A. Oh. In ny opinion, the best way to
develop this acreage is with two-mle laterals. And
the first, the upper second, the | ower second, the
third, the Wolfcanp, are all worthy of being
drilled.

Q Have you reviewed MRC s exhibits inits
Bobby Pickard cases?

A. Yes.

Q Okay. |I'mgoing to turn really quickly.
| need to stop sharing and reshare this exhibit.
Sorry. It doesn't want to switch pages for ne.

And, M. Behm did you review Exhibit B-9
of fered by MRC?

A. Yes.

Q Do you have any observati ons about the
area of review that was selected by MRC for the
study that was used later in the reservoir

engi neering exhibits?
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A Yes. In ny opinion -- and it's actually
been pointed out -- part of our well performance is
driven by having acreage in the south. General well
performance i nproves as you head to the south. So |
was surprised at how far south wells were being
eval uat ed, because | would expect wells in 21 South
to outperform 18 South with the sane frack and the
same orientation.

Q. And did you review the degradation
anal ysis that was performed by MRC s wi tnesses?

A. Yes.

Q Ckay. And did you find issues or
questions that you had about that anal ysis?

A. Yes. The main challenge here is that
there aren't a | ot of east/west wells drilled within
the subject area. So if | look at this, we tal ked
about frack overprints in some of the prior
testinmony. Frack is a massive overprint on well
performance. W' ve also covered how wells inprove
I n general as you head to the south.

So the issue | have here is that there's
six wells that have been drilled in the |last ten
years that are the sanple set for east/west versus
nort h/south. And then additionally, we will -- we

woul d have a different stress interpretation for the
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ar ea.

Q s it your opinion that it would have been
nore representative of the area to include nore
acreage to the west of the subject |ands?

A. Yes.

Q Ckay. And | ooking at the degradation
study that was performed by MRC, they were | ooking
at wells drilled from 2010 to present. Do you see
problems with performng that sort of an anal ysis?

A. Yes. This is a very small sanple set.
There are two wells that are closer to 500 pounds
per foot, ten barrels per foot. This is at the very
begi nni ng of when people were figuring out how to
best access the reservoirs.

More conmon conpl etions today are four to
five tinmes as big. Significantly nore frack energy

woul d give you a different result anyway.

Q. And then Matador limted its analysis to
2010 to 2015. In your -- in your opinion, did frack
desi gn changes -- did frack designs significantly

change from'10 -- 2010 to 20137

A. People were learning the entire time. The
goal is to get the best at getting all the oil. So
everybody's working on that every year.

So, yes, 2010, you m ght have tripled sand
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and fluid per foot. People are changing clusters.
They nmoved from doing crosslink, |ike a conventional
frack, to slick water, which I know Avant tal ked

about yesterday. That was a big change. Yes, lots

has changed.

Q And as -- in your position within the

reservoir engineering departnment at Coterra, do you

review well proposal s?
A. Yes.
Q. Ckay. And have you reviewed well

proposals from Avant ?

A. | have reviewed these proposals from
Avant .

Q These proposals that --

A. Yes.

Q -- you nmean in Avant's cases?

A. Yes.

Q. Ckay. And I'mgoing to pull up Avant's
exhibits. Sorry, nmy conputer is |lagging. Just for
a second.

| apol ogize, this screen does not want to

share all of a sudden. So there is a conmputer |ag

t here.
| think we've | ooked at the Avant

lot in this case. Do you recall that map t

map a
hat
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you' ve seen where their acreage is shaded in yell ow?

A. Yes.

Q Ckay. And it's included in numerous
exhi bits that Avant has proposed in the case, right?

A. Yes.

Q More specifically, | am| ooking at
Exhi bit A-2, which contains one of the copies of
t hose maps with the yell ow shaded acreage. In your
review of these maps, you' ve testified that you did
notice that there was a | ot of east/west devel opnment
t hat Avant is showing on its maps, right?

A. Correct.

Q Are you famliar with Avant's Ghost and
Grey W nd proposal s?

A. Yes. Those are two 1280 east/west -- or
| aydown proposals. They're four mles, roughly,
away fromthe edge of their position that's part of
this case.

Q Ckay. And approximtely how far away are
t hose well proposals fromthe Turnpi ke devel opnent
area?

A. It would -- | would add anot her seven --
seven to six mles wthout seeing the map.

Q Ckay. And are you famliar with -- or,

and woul d you expect Avant's east/west Ghost and
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Grey Wnd wells to underperform because they're not
drilled north/south?

A. No.

Q. Ckay. \What would you expect the
performance from those wells to be?

A. | would expect themto be simlar to
nort h/ south performance in the area.

Q Ckay. And do you think performance from
wells that are drilled about four or five mles to
the west are going to performsignificantly
differently fromthe wells drilled in the Turnpike
acreage?

A. No. | was surprised by how fast things
are supposed to change.

MS. BRADFUTE: M. Behm | believe
that's all the questions that | have for you.
HEARI NG EXAM NER: M. Fel dewert.
CROSS- EXAM NATI ON OF EDWARD BEHM
BY MR. FELDEWERT:

Q. M. Behm vyou nentioned the chall enges
about devel oping in Section 327

A. Yes.

Q. Okay. You're aware that there are --
there i s existing devel opnent over there, correct?

A. Yes.
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Q. Okay. In fact, isn't there an existing
spacing unit that you're overlapping that is
conprised of the west half of the northwest quarter
of Section 327

MS. BRADFUTE: Objection. That
existing spacing unit was built in the 1990s. [|I'm
not sure that -- is assunes --

MR. FELDEWERT: \What's the objection?

MS. BRADFUTE: The objection is
rel evance.

HEARI NG EXAM NER: M. Fel dewert.

MR. FELDEWERT: It's a -- it's a
surface | ocation.

MS. BRADFUTE: Built in the 1990s.

HEARI NG EXAM NER: "' m not sure |

understand. |If you're saying "relevance,"” how does
the age of the facility inmpair the relevance of the
guestion?

MS. BRADFUTE: Yeah. The dunes
sagebrush lizard was |isted as an endangered species
this year.

HEARI NG EXAM NER: Ckay.

MS. BRADFUTE: So those restrictions

woul d not have existed in the 1990s.

HEARI NG EXAM NER:  Does your
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guestion, M. Feldewert, go to the dunes sage (sci)
l'izard?

MR. FELDEWERT: No.

HEARI NG EXAM NER: So ny -- so --

MS. BRADFUTE: That's okay. | can
wi t hdraw t he objecti on.

HEARI NG EXAM NER: Thank you very

much.
M. Feldewert, would you repeat the
guestion?
MR. FELDEWERT: Sure.
Q So you're aware that there's an existing

spacing unit in the east half of the northwest

quarter, right?

A. Yes.
Q. Okay. VWhich would have a surface
| ocati on?
A. | have not | ooked this specifically.
Q Ckay. Did your -- you said that you were

told that it's challenging to develop in Section 32.
But did they informyou that there's no surface
| ocations available in the west half of the west
hal f of Section 327

A. ' m not a regulatory expert. We went out

to survey several times, and the plan we put forth
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was our reconmendation to proceed.

Q Ckay. All right. | just wondered. All
right.

Now, you al so nmentioned in your statenent
t hat you had no concerns with MRC s (i naudi bl e)
bench spacing in the nunber of wells per |anding
zone, right?

A. For the wells proposed, yeah, four wells
per section, | think everybody's roughly in
agreenment there.

Q Agreed. Okay. And your concern was that
MRC, as you put it, had not proposed as initial
wells, wells in the upper second Bone Springs sand
and in the | ower second Bone Spring sand?

A. It would be the upper second and the first
for differences between our proposals with MRC.

And then the other piece | wasn't sure
about is simlar to Avant that | covered earlier,
with a 0 percent interest in the Wolfcanp. | wasn't
sure how those would rank for Matador -- or MRC.

Q But | think you would agree with ne
that -- and you were here for the prior testinony.
| mean, MRC is going to develop the | ower Bone
Spring sand first as initial wells, right?

A. Lower -- I'msorry, could you be nore

Page 218

Veritext Lega Solutions

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




© 00 N oo o b~ W N P

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

specific?
Q.
A.
Q
A.

Q.

Lower second Bone Springs.
Yes, sir.
Lower second Bone Spri ngs.
Yes, sSir.

Thank you. You-all have chosen to first

devel op the upper second Bone Spring?

A.
Q

Correct.

Ckay. You would -- and you agree that

there's nothing that would prevent either conpany

fromcom ng back subsequently and devel op one or the

ot her ?

A.

To nmy knowl edge, we're the only one that's

proposed com ng back with that in our plan.

Q
and drill
A.

Q.
share, if
testinony.

Understand. But MRC could cone back | ater
t he upper second Bone Spring sand?
Theoretical ly, yeah.

Ckay. Now, your Exhibit D-1, I"'mgoing to
| may.

| think you referenced this in your

You said you did this -- you did this

analysis to denonstrate that Cimarex is a prudent

oper at or;

A.
Q

is that right?
Yes.

Where you suggesting that MRC is not a
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prudent operator?

A. No.

Q Ckay. Good. All right.

When | go to Exhibit D-5, | see you chose

a study area for the second Bone Spring sand; is
that right?

A. Yes.

Q In the right-hand corner, is that your
study area?

A. Yes.

Q Ckay. And is this an area that you

believe has a simlar reservoir?

A. Yes.

Q. And a simlar stress orientation?

A. Yes.

Q Can you explain to me why operators --

nostly operators in this acreage here that you chose
to study drilled standup rather than | aydown?

A. There's a |l ot there. W spoke to sonme of
this earlier. Sometines -- if you happen to own --
let's say |'ve got a standup 640 and that's ny
ownership. |If sonebody's drilled the -- both sides
of that |ocation, your choices are at two-mle or
you could drill a half mle west/east.

So there is a -- it's not there a vacuum
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Some of this what's been executed on both sides of

you.

And then also, there's not a |lot of stress
data here. There isn't. | think everybody's
covered that. When you're not sure, a |lot of tines

people just | ook at what's closest and just do that.

Q Why do they -- why would they | ook at
what's cl osest and do that?

A. Because they have anal ogs to point out.

Q. Oh, okay. So you have sone information
t hat would indicate that standup makes sense?

A. Well, they have some well results to |Iook
at .

Q Ckay. Did you -- | know you nentioned
sonme concerns about MRC s study and Avant's study
about the degradati on between standup and | aydown
wells. And you nentioned that your concern was the
frack inprovenents that woul d have occurred during
di fferent periods of time?

A. Yes.

Q Ckay. Did you -- for exanple, in this
study area where you think the stress orientation is
simlar and the reservoir is simlar, why didn't you
do a study of the results of the standup wells

versus the |aydown wells?
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A. There's not a really good data set of
east/west wells, is a challenge that we were al
addressing in this i nmedi ate area.

Q. So we can only do with -- the study with
t he data and the informati on we have now, correct?

Isn't that your point?

A. Wthin this area, there's not a good
nodern frack analog for us to point out. One
doesn't really exist in areally close area. |If you

go further out and expand your search and do a nuch
| arger area of review, then there's nore data.

Q. Good poi nt. And that's what MRC di d,
right? They went south within their area of review
to conpare | aydown versus standup?

A. Yes.

Q Ckay. And it did that -- you were here
for the testinony because they believe that the

stress orientation is simlar in their area of

revi ew?
A Yes.
Q Ckay. Would you agree with nme that frack

| nprovenents, okay, would equally inpact standup
wells or |aydown well s?

A. The challenge is --

Q. That's -- nmy question is: Wuld you agree
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with me that frack inprovenmnents, the uplift in
production, is the same whether it's a standup well
or a |laydown well when you just |ook at the frack
I nprovemnment s?

A. ' m sorry, could you ask one nore tinme?

Q I f you just look at the frack inprovenents
t hat you' ve referenced over time, okay, that the
frack i nprovenents would have the sanme inpact on the
well, whether it's standup or | aydown, when you j ust
| ook at the frack inmprovenents?

A. If stress isn't a factor, | would expect
It to be very simlar performance, yes.

Q. All right. Wen | | ooked at your
Exhibit D-3, you did this anal ysis?

A. Yes.

Q And | think you were -- you alluded to the
fact that it does not include MRC s updated AFE
costs in the right-hand side of this -- of this

anal ysi s?

A. Correct.

Q. When was the last tine that Ci marex
drilled a Bone Spring well in this particular area?

A Roughly -- it was the Mescal ero.

Q. Is that the one we tal ked about earlier --

A. Yes.
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Q -- that was cost overruns?

A. Yes, that's the sane well.

Q Ckay. That's the last well that Ci marex
drilled in this area?

A. Yes.

Q. So that was over two years ago?

A. Yes.

Q And that's where you subm tted an AFE of
12.2 mllion?

A. It -- that sounds correct, yes.

Q. And that the ultimate cost of the Bone
Spring well was 15 mllion?

A. | would have to go doubl e check that.

But, yes, that well did go over cost.

Q. Okay. All right. Wen | ook at your
costs on the left-hand side that you put in your
CAPEX, | |l ook at the mddle colum. That would be
your AFE costs, roughly?

A. Yes.

Q. Ckay. They're quite different fromthe
12.2 that you used two mllion -- two years ago?

A. This is for multi-well devel opnent. That
was a single well. W just put out our earnings
call. W' ve got our Lea County average in there,
which is a nulti-well data set. It includes, | want
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to say, 17 one-mle wells. And that's about 1050.
| " mconfident in these costs.

Q Right. And when | |ooked, then, at these
costs, these costs that you're confident in, do you
see how the upper second Bone Spring is 10.5 for the
four wells that you intend to drill?

A. Yes.

Q. Okay. And then we see the | ower second
Bone Spring. Looks like one of the wells has 10.5

and the others are 9.5?

A. Yes.

Q. What's -- that's not -- is that a little
odd?

A. We have sonme well sequencing. [If | dril

a well first, we aren't using an existing battery,
we' d be building our tankless battery. So there's

additional costs on the first tranche of wells.

Q. Whi ch woul d be the first tranche of wells
her e?
A. We are commtting to drill the four upper

second Bone Springs sand wells first.

Q. That's the 10.5?
A. Yes.
Q Ckay. And the | ower second Bone Spring

wells, why is it not matching the cost of the upper
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second Bone Spring wells?

A. What we would like to do is get an
addi ti onal second sand in there as an infill wth
our second batch, which is the Wbl fcanp 700, so
simlar to Avant's proposal where they've got two
packages. W also have two packages for how we've
i ntended to drill this.

Q. My question was: Why are the costs of the
| ower second Bone Spring sand |ess than the cost of
t he upper second Bone Spring sand? Because you're
going a little deeper, right?

A. Wth the facility, sonme of the things
M. Boyle covered, like the bulk [ines, the power
| i nes, roads, that's all an initial investnent that
I's now there.

Q And that's going to be borne by the upper
second Bone Spring owners?

A. Yes.

Q And not borne by the | ower second Bone
Spring owners?

A. That is how cost is allocated, yes.

Q Have you got an agreenent between the
owners in the upper second Bone Spring sand and the
owners in the | ower second Bone Spring sand?

MS. BRADFUTE: Objection. This has
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been asked earlier. And the engineering expert
isn't the right witness for that question.
HEARI NG EXAM NER:  Sust ai ned.
Q. Ckay. Can you, then, explain to me why an
upper second Bone Spring sand is going to be 10.5

and | go down to the Wolfcanp and it's 10.2? Do you

see that?
A. Yes.
Q. Ckay. Now, the upper second Bone Spring

sand is shall ower?

A. Yes.

Q And the Wolfcanp wells you're talKking
about here would be a deeper zone of the Wl fcanp,

what they call a Wol fcamp D, as in David?

A. They're Wbl fcanp wel | s.
Q. Are they the Wol fcanmp D, as in David?
A. | would defer to geos to agree on the

nam ng convention for the bench. But we're

targeting the | ower Wl fcanp.

Q. The | ower Wl fcanp?

A. Yes, sSir.

Q Ckay. That's fine. That's fine.
A. Sorry.

Q The | ower part of the Wl fcanmp?
A. Yes.
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Q Much deeper than the upper second Bone

Spring?
A. Correct.
Q. Yet you show the cost of the nmuch deeper

Wol fcanp wells to be | ess than the upper second Bone
Spring?

A. These woul d be in our second batch. And
our plan is to commngle into a single battery. So
batteries are very expensive, bulk Iines, power
| i nes, roads. There's a |ot of infrastructure that
happens. So if that's not there, then the infill
wells wind up being cheaper in the future.

Q. So you're -- is it fair to say, then, your
Wol f canp wells down here, your 10.2, do not include
facility costs and the other costs you just
ment i oned?

A. They would only include an on-path fl ow
| ine and a separator, which would then go into the
exi sting bulk |ine.

Q. They woul d not include the other facility
costs and the other costs that you nentioned?

A. Correct.

Q If | go to D-4, this is your drilling
pl an.

Ckay. Now, | think the bottom of this
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tal ks about the cost allocation that you just
di scussed; does it not?

A. Yes.

Q. Ckay. \Where the owners in the upper
second Bone Spring would bear the costs of the
facilities and the gathering, et cetera?

A. Yes.

Q. Okay. It -- now, when | | ook at the

second Bone Spring cost, the upper second Bone

Spring -- do you see that?
A. Yes.
Q. Ckay. | see 10.5, and then | see 9.5,

9.5, 9.5. Do you see that?

A. Yes.

Q When | go to D-3 and | go to the upper
second Bone Spring, | see 10.5 all the way across
t he board.

A. Yes.

Q. s that a m stake?

A. It -- if we could go back to Exhibit D-4,
pl ease.

And so what |'ve got here is, we sent out
AFEs. February 2024 is the first colum with
capital costs. And the costs that we've got

al l ocated per well is a function of timng due to
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surface costs.

So what |I'm showing now to the right is an
updat ed current AFE estimate. And so the shift
there is the order.

So if we drill the upper second Bone
Spring first and the battery has not been built yet,
the first batch of wells would carry additiona
costs for the battery.

Q. Ckay. So that's the "who's going to bear
the cost” timng issue?
A. Yes. The first wells will need a battery
to produce in and all the supporting surface
I nfrastructure.
Q Gotcha. Okay. All right.
MR. FELDEWERT: That concl udes ny
gquestions. Thank you.
HEARI NG EXAM NER: M. Hol | i day.
MR. HOLLI DAY: Thank you.
CROSS- EXAM NATI ON OF EDWARD BEHM
BY MR. HOLLI DAY:
Q | do have a few questions.
MR. HOLLIDAY: If we could go to
Ci marex slide B-8.
MR. FELDEVERT: (I naudi bl e).
MR. HOLLI DAY: Yes, Cimarex.
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Exactly.

Q Ckay. M. Behm am | saying that
correctly?

A. Yes.

Q. Behm Okay. So we asked your counterpart

I n geol ogy sonme questions about this, and she

deferred -- what -- | understand is she deferred to
you. So I'Il ask the same question.
Are you concerned -- when we're | ooking at

t hat upper second Bone Spring, are you concerned
about fractures fromthe upper second Bone Spring
penetrating that frack baffle that you've identified
and causing depletion issues for the | ower Bone
Spring?

A. Not up in this area. And this m ght be --
well, what's -- the biggest difference here versus
we've shown a | ot of our other wells that are spread
out further to the south, some of the biggest
di fferences here would be the additional carbonate.
There's a | ot nore separation and baffles between
t he individual |anding zones.

Q Ckay. Yeah, we're going to get -- | have
sonme questions about the carbonate.

First, though, can you estimte how many

gal l ons of water you intend to use in your frack job
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here?

A. We woul d be 40 barrels per foot. So we'd
do that times 42.

Q. Ckay. And sane question but for sand?

A. For sand, we'd be 2,000 pounds per foot.
And we' ve done some research down in the south where
we operate nore heavily, where we've had success
wal ki ng back frack achieving simlar EURs and RADs.

So that's what nmy geol ogi st was referring to

earlier.

Q Ckay. And in this frack design, do you
Intend to punp acid?

A. That, | would defer to conpletions for
that. That can be -- sonetines that m ght be on one

stage at the beginning if you're having a hard tine
or if you happen to be in a nore carbonate rich
zone. That could be very well specific. It could
even be stage specific within the same well.

Q Gotcha. The so the purpose of the acid is
to break down rocks |like a carbonate, correct?

A. Well, if you're tal king about matri x
stinmulation, that m ght be something different.
This would be nore like: |'ve got poor connection
right at the well bore where the wells | anded. So

maybe you | anded your well in |ike a carbonate
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stringer
because
really s
real goo
connecti
Q.
A.
I f that'
Q.

used, ab

, and it's hard to get your frack off
you happen to be in like a -- maybe it's a
mal | interval or maybe your perfs aren't
d and you're just trying to get better
on to start the frack.

Ckay.

But we woul d not be doing an acid frack,
s what you're referring to.

Do you have any concerns, should acid be

out this acid dissolving those carbonates in

that frack barrier?

A
agai n?
Q.
were to
any conc
car bonat
relying
A

pump, no.

maybe th

have a |
Q

whet her
A.

' m sorry, could you ask the question

Yeah. Assumng acid is used or if you
use acid in your frack design, do you have
erns that that acid m ght dissolve the
es within that frack barrier that you're
upon?

The normal -- for the volumes we normally
And if sonmeone were doing an acid frack,
at would matter. |'mnot sure. | don't

ot of experience with that.

Ckay. Do you know for sure that you --

you will or will not use an acid frack?
We're not -- yeah, we don't -- we don't
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punp t hose.

Q You don't punp those. Okay.

A. In Lea County, in the area | have
knowl edge about .

Q. Ckay. So if we go back to the sand and
wat er, approximtely how far up and down do you
expect that sand and water to travel ?

A. For -- froma props standpoint, | would
expect nmost of the fracture to stay well contained
within the barrier. As far as -- |'ve seen water
| eak of f before a structure, but as far as what's
drai nage and how well things are accessed, | would
expect the fracks and the depletion to |largely cone
fromwhere the wells are | anded.

Q Ckay. So could you just give a footage
esti mate of how far you expect those to travel?

A. It can be a function of what's above you.
So some of the nost inportant things to me on a | og
| i ke this would be some of the col or shading
Ms. Frey did earlier. So if you're in a 200-foot
sand and you've got a good stress change and a
carbonate up above you and bel ow you, you -- you'd
probably be confined to that 200 feet. |If that's
100 feet higher up, you m ght see 300 feet.

Q. Ckay. So that's upper range. But what
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about the | ower range downward, given the colors

that we've identified on this plat?

A. Wthin the sands, | would expect you to
grow a little bit down, not much, but -- and be nore
focused within the -- within the sands where we're

| andi ng the wells.

Q Ckay. So do you know how far, then -- if
you can't say how far you think the water in the
sand would travel downward, do you have an
approxi mate footage for how far from your proposed
well that frack baffle is?

A. | can't answer that off the -- | do not.

Q Don't. Okay. How far -- do you know how
far above the upper second Bone Spring is the first
Bone Spring target in Cimarex's plans?

A. | believe it's roughly 400 feet, 450.

Q. Ckay. So you've testified about -- or I|et
me make sure |'ve -- characterizing your testinmony
correctly. Is it your testimony that Ci marex, based
on your calculations, is the -- is the | ow cost
operator anongst these conpeting plans?

A. Yes.

Q Yeah. Okay. Do you consider these AFE
costs you've listed to be your final costs?

A. They are best estimate today. To ny
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knowl edge, we'll repropose under the order, and that
m ght be updated for inflation or new costs or a

different comodity. But that's our best | ook

t oday.
Q. So fair to say that those costs could

I ncrease?
A. They could. Costs change all the tine.
Q Does Cimarex, to the best of your

know edge, ever have actual costs that do exceed

their AFEs?
A. Al'l operators can exceed their AFEs, yes.
Q | ncl udi ng Ci marex?
A. Yes.
Q Has, to the best of your know edge,

Ci marex ever been involved in any Avant operated
wells to date?
A. | ' m not an expert on those, but we have a

little bit of know edge about the cuppo (phonetic).

Q Ckay. So do you have any know edge about
Avant's AFE to actual cost conparison?

A. Not -- no, | do not.

Q You don't. Okay. Okay. So we've talked

a | ot about the surface restrictions in Section 32.
Just before we go into further questions, can you

detail for the record what specifically are these
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surface disturbance limtations that you're

referring to?

A. As --
Q. For Section 327
A. For Section 32, we had issues with placing

a pad to mnim ze kickouts to be able to go target
If we were to go drill to the east. Again, |'m not
a regul atory expert. If you go from our other
section, we're outside of DSL habitat, all of those
| ssues go away, and we're able to drill east/west

wi t hout any of that added conplexity.

Q So is it your testinony that Section 33
does fall outside of the dunes sagebrush |izard
habi t at pol ygon? That's a big word.

A. To the best of ny know edge, yes.

Q To the best of your knowl edge. But you're
not a regul atory expert?

A. No, | am not.

Q. So Section 32, it states surface and
m nerals. Are you aware that Avant has surveyed and
staked two pads and a central tank battery to
support their one-mle devel opnent in Section 327

A. l'm-- | am not.

Q Ckay. Okay.

MR. HOLLI DAY: That's all ny
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guesti ons.
HEARI NG EXAM NER: Thank you.
M. MClure.
MR. McCLURE: Thank you, M. Hearing
Exam ner. | do have a fast line of questioning for
M. Behm

CROSS- EXAM NATI ON OF EDWARD BEHM

BY MR. M CLURE:

Q. M. Behm you're famliar with the
exhi bits that Avant and Matador submtted in which
t hey were preparing |aydown to standup wells; is
t hat correct?

A. Yes.

Q Earlier | had seen |ike you had referenced
t hat maybe there was sone frack technol ogy
| nprovenents between 2010 and 2015. Do you believe
t hat that conparison would be like-to-like or is
2010 and 2015 too far apart, in your opinion?

A. It's tough to go by year because things
are changing so nuch. To be fair, there's not a
good anal og sel ection here. |'mnot disputing that.
It's just there's still a lot of frack overprint on
t hat data, in my opinion.

Q Do you think that Avant's study that went
2012 to 2015 may be reasonable, then?
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A The big issue | have with that is the area
i ncluded to the south, as far as -- that surprised
me a little bit. If youdrill a well in the south,
| believe it's weighted two to three tines to the
south for well count, just a rough estimte. But
there's a lot of wells south of the east/west wells
t hat were chosen. Those tend to be in better
porosity, which nmeans |'ve got nmore fluid to go
capture within the sane reservoir.

So the exact sane north/south well with
t he exact sane frack by the exact sane operator, |
woul d expect it would to outperformin the southern
end of that AO anyway, in my opinion.

Q Yes, sir. And | guess | understand where
we're going with that. But | guess, though, ny
guestion is: In your opinion, do we have the extra
vari abl e, not just the north/south aspect of it, in
as towards the south it may produce nore? Do you
beli eve we have an additional variable, in that the
frack technol ogy m ght have inproved between 2012
and 20157

A. Sure. There's lots of different ways that
operators can place a pound per foot.

Q Ckay.

MR. McCLURE: Thank you, M. Behm
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| have no further questions, M. Hearing
Exam ner.
HEARI NG EXAM NER: Ms. Bradfute,
redirect?
MS. BRADFUTE: Yeah, | have just a
f ew questi ons.
HEARI NG EXAM NER: Go ahead.
REDI RECT EXAM NATI ON OF EDWARD BEHM
BY MS. BRADFUTE:

Q. M. Behm prior to receiving Avant's and
MRC s exhibits, had they reached out -- had their
technical teanms reached out and tal ked to anybody at
Ci mar ex about well bore orientation?

A. Not to nmy know edge.

Q And neither of the conpanies had raised
any issues with Ci marex about | aydown devel opnent ?

A. Not to my know edge.

Q. Ckay. In this case you testified during
cross-exam nation with MRC s counsel, that Matador
doesn't own any interest in the Wbl fcanp formation
i n Section 33; is that correct?

A. Yes.

Q If Cimarex was in a simlar situation
where it did not own any working interest in a

section, would it have an opinion about well bore
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orientation that an operator was pursuing?

A. No. It would have no inmpact on what we
wer e doi ng.

Q. There were a nunber of questions about
cost changes. |Is it true, in your opinion, that al

operators can exceed their AFE estimtes that are

provi ded?
A. Yes.
Q. Does t hat happen frequently?
A. Not all the time, but everybody has a

probl em well every once in a while. You can have

one well in high. 1It's the average of your

devel opment programthat is kind of what you use.
Q And you were asked a question about the

Mescal ero wells specifically by M. Fel dewert,

correct?
A. Yes.
Q. Ckay. Are you famliar with the cost

overages for that particular well?

A. Not in detail.

Q. Ckay. Thank you. You did nention that
there are sonme recent cost nunbers that were
presented in Cimarex's investor deck regarding its
actual drilling costs conpared to AFEs?

A. Well, it's the average for the county for

Page 241

Veritext Lega Solutions

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




© 00 N oo o b~ W N P

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

this year. So if you wanted our nost current
snapshot, there's an average of Lea County in there
that's -- | want to say it's last Thursday. So
that's very simlar to what was shown today and t hat
it includes 17 one-mle wells, which, as we saw in
my dollars per foot conparison, are significantly

hi gher. So it's -- you know, |'ve got 17 -- | want
to say they' re $1900 per foot wells m xed into that
aver age.

Q. And were AFEs sent out to all the working
i nterest owners that Cimarex is seeking to pool in
t hese cases?

A. To the best of ny know edge. | would
probably defer to Bella for working interest owner
communi cati ons.

MS. BRADFUTE: And that concl udes ny
guestions. Thank you.

HEARI NG EXAM NER:  |Is there any --

no.
MR. HOLLI DAY: | just have one quick
questi on.
HEARI NG EXAM NER: On what she asked?
MR. HOLLI DAY: Yeah, on what she
asked.

HEARI NG EXAM NER: Go right ahead.
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RECROSS- EXAM NATI ON OF EDWARD BEHM

BY MR. HOLLI DAY:

Q | just want to be clear for the record.
Is it your testinmony that Avant did not raise
concerns with Ci marex about the east/west well
orientation?

A. | have not -- the testinony that -- |I'm
sorry, could you be nore specific? Do you nmean

prior to the hearing or

Q. Yes, prior to the hearing.
A. To my know edge, prior to the hearing, no.
Q No. Okay.

MR. HOLLI DAY: That's ny only
questi on.
HEARI NG EXAM NER: All right. Thank
you.
M. MClure, anything else for this
wi t ness before we excuse hinf
MR. M CLURE: | do not, M. Hearing
Exam ner .
HEARI NG EXAM NER: All right. Thank
you.
Ckay. Does that conclude your case in
chief, Ms. Bradfute?
MS. BRADFUTE: Yes, it does.

Page 243

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



© 00 N oo o b~ W N P

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

HEARI NG EXAM NER: Very good. Ckay.
Al'l three parties have concluded their case in
chi ef.

So let's start with Avant, and let's talk
alittle bit about rebuttal case. First of all, do
you have a rebuttal case?

MR. HOLLI DAY: Yes, M. Exam ner. I
believe we submtted four slides.

HEARI NG EXAM NER: | haven't seen
themyet, so | just want to talk generally about
your rebuttal case. What is the -- if you were
going to describe, alnost |ike have an opening
statenment but a very small opening statenment about
your rebuttal case, what would it be?

MR. HOLLI DAY: It would be we
submtted one -- | believe one |land slide to discuss
the issue raised by Ms. Bradfute on behal f of
Mar at hon.

HEARI NG EXAM NER: What issue?

MR. HOLLI DAY: An ownership
di screpancy that she raised. So we introduced
evidence to rebut that. Because we had no --
Mar at hon had not yet contradicted Avant's ownership
to date, and so we just wanted to put things in the

record that are -- | nmean, it's fair to say that we
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were surprised, and it's new evidence based on the
statenments from Marat hon.

HEARI NG EXAM NER: Hol d on one
second. | want to understand it first, and then
"Il go to your objection. It sounds |Iike you have
an obj ection.

MS. BRADFUTE: A clarification.

HEARI NG EXAM NER: A clarification
about what ?

MS. BRADFUTE: | wanted -- | also
have entered an appearance on behal f of Marathon
Perm an, LLC, in the case. And so they are a party
to the case separate and apart from Magnum Hunter
and Coterra. Unrel ated operators.

MR. HOLLI DAY: Correct. Sorry.

HEARI NG EXAM NER: Thank you. Ckay.
Back to your rebuttal case.

MR. HOLLI DAY: Right.

HEARI NG EXAM NER: So you have a
slide, a | andman sl i de.

MR. HOLLI DAY: l"msorry, we --
there's two. | said one. There are actually two.

HEARI NG EXAM NER: So hold on a
second. Let me wite this down.

So how many exhibits are you proposing to
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admt through rebuttal in total ?

MR. HOLLIDAY: |If can you give ne
just a second, |I'll open them and answer t hat
specifically.

We have four total rebuttal exhibits.

HEARI NG EXAM NER: Four total
rebuttal exhibits. Okay. Let's talk about each
one. How were they | abeled, first of all?

MR. HOLLI DAY: The |l and exhibits are
| abel ed A-16. That discusses Avant's ownership in
Section 32.

HEARI NG EXAM NER: Hold on. | can't
wite that fast.

MR. HOLLI DAY: Okay.

HEARI NG EXAM NER: Section 32. Go
ahead.

MR. HOLLI DAY: Section 32. And then
we have A-17.

HEARI NG EXAM NER: A-17.

MR. HOLLI DAY: VWhich was our response
to Marathon Ol's title concerns.

HEARI NG EXAM NER: MRC.

MR. HOLLI DAY: Marathon. Marathon
Ol's title concerns.

HEARI NG EXAM NER:  Not MRC.
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Mar at hon.

MS. BRADFUTE: Yes.

HEARI NG EXAM NER: Got it.

MS. BRADFUTE: You can write it
short hand, MRO

HEARI NG EXAM NER: No t hanks. "1
get even nore confused.

Ckay. So A-17 is a response to Marathon's
title dispute. How did you |earn about that?

MR. HOLLI DAY: We | earned about that
when Ms. Bradfute entered an appearance on behal f of
Mar at hon.

HEARI NG EXAM NER: Okay. How does

her entry of appearance clue you in to a dispute on

title?

MR. HOLLIDAY: 1'd have to go back
and | ook at the entry of appearance, but | believe
it was stated blatantly in her -- in her appearance.

HEARI NG EXAM NER: Ms. Bradfute, can
you clarify?

MS. BRADFUTE: Yes. Yes. |
specifically stated Marathon's issue in the case
because they were entering an appearance.

HEARI NG EXAM NER:  VWhich is what?

MS. BRADFUTE: Which is that their
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title was incorrectly stated in Avant's title
exhi bits, their ownership percentage breakdown.

HEARI NG EXAM NER:  All right. |

think -- didn't you nmention this already nuch
earlier in the -- |like yesterday?
MS. BRADFUTE: | did. | did, yes.
HEARI NG EXAM NER: | thought so.

MS. BRADFUTE: Yes.

HEARI NG EXAM NER: Ckay. So then --
okay. All right. So we have that A-17. And you've
seen these?

MS. BRADFUTE: Yes.

HEARI NG EXAM NER: Ckay. And,

M. Fel dewert, you' ve seen these rebuttal exhibits?

MR. FELDEWERT: Yes, sSir.

HEARI NG EXAM NER: Ckay. We'll get
to any objections in a m nute.

What about A-18?

MR. HOLLI DAY: No, the next one woul d

be B-17.

HEARI NG EXAM NER: B-17, thank you.
What is that?

MR. HOLLI DAY: B-17 is sonething
that's been pretty thoroughly covered by testinony.

That's Avant's concerns about the stress rotation.
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HEARI NG EXAM NER: Ckay.

MR. HOLLI DAY: Estimations made by
Cimarex specifically. | know we tal ked a | ot about
t hose red |ines.

HEARI NG EXAM NER: Yes, | understand.
| know what it is. Okay. So B-17 is that exhibit.
And B -- and what's next? B-18?

MR. HOLLI DAY: B- 18, yeah. B-18 is
i ntroduced in rebuttal to | believe it was Cimarex's
D-1 slide about inpairing production rates in the
basin. And this slide was introduced to
denonstrate -- because we were a little bit
surprised by that because we didn't -- that's not a
| i ke-to-1ike conparison, in Avant's perspective.

And so we introduced B-18 to show t hat
there's clear delineation between the northern and
sout hern portions of Lea County.

HEARI NG EXAM NER: And it rebuts
Cimarex's -- which exhibit? Just put it in words.
Maybe Ms. Bradfute will know what exhibit it is.

MS. BRADFUTE: | believe it's D-1.

HEARI NG EXAM NER: D-1.

Ms. Bradfute, what is D-1? | think it has
to do with your production engineer.

MR. FELDEWERT: | can share, if you'd
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li ke me to.

MS. BRADFUTE: Thank you.

HEARI NG EXAM NER: Thank you.

MS. BRADFUTE: Yes, D-1 is one of the
slides that M. Behm just recently had up in the
begi nning part of his testinmony just show ng
operator performance throughout Lea County.

HEARI NG EXAM NER: | remenber that.
Okay. So this rebuts that?

MR. HOLLI DAY: Yes, sir.

HEARI NG EXAM NER: Okay. Very good.

Ckay. Are -- Ms. Bradfute, do you object
to any of these rebuttal exhibits?

MS. BRADFUTE: | do not.

HEARI NG EXAM NER: M. Fel dewert?

MR. FELDEWERT: No.

HEARI NG EXAM NER: Very good.

M. Holliday, your four rebuttal exhibits
are entered into evidence.
(Avant Rebuttal Exhibits 1-4 admtted
I nto evidence.)

HEARI NG EXAM NER: Cbvi ously at the
end of all of this, we're going to instruct each of
the parties to resubmt their exhibits so we have

one clean copy of all the exhibits properly | abel ed,
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and you can make corrections -- just one second --
and you make corrections that you have noted through
your wi tnesses that this was in error and you are
correcting it on the record.

So | would highly encourage you to correct
t hose, but | want a cover sheet for -- | want a
cover sheet that says these are -- these are the
changes that we nmade fromthe original exhibit
packet that we submtted. |In other words, here are
the rebuttal exhibits, here are the corrections we
made to the exhibits based on the w tnesses'
testimony. Okay?

Al right. Now, M. Fel dewert.

MR. FELDEWERT: Yes, | want to -- |'m
going to raise a concern about what you just said.

HEARI NG EXAM NER: Sure.

MR. FELDEWERT: Okay? So having done
this where you ook to transcripts and you go to
exhibits or a lot of tines we reference page nunbers
out of PDFs. Okay? M concern is if you take
the -- what's filed out of the record and replace it
with a -- what you would say a conplete set, okay,
there is a likelihood that the pagination of the
PDFs is going to be off. Okay?

HEARI NG EXAM NER:  Why is that?
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MR. FELDEWERT: Well, if you, for
exanpl e, correct or add information to, let's say,
A-1. | goto A-1 and | add information. It may
change the format of that A-1.

HEARI NG EXAM NER: | understand your
concern. | don't nmean to cut you off. But let's
cut do the chase.

MR. FELDEWERT: Yeah.

HEARI NG EXAM NER: All the
corrections that |I've heard so far are very m nor -
MR. FELDEWERT: Okay.

HEARI NG EXAM NER: -- corrections.
Not hi ng more than changing a sentence in an
affidavit or such.

MR. FELDEWERT: Okay.

HEARI NG EXAM NER: So |'ve not heard
anyt hi ng that woul d change page nunmbers, unless you
can tell me |I'm w ong.

MR. FELDEWERT: | think that's
correct so far, yes.

HEARI NG EXAM NER: So far.

MR. FELDEWERT: That's just -- but |
just wanted to voice that. (Ilnaudible) --

HEARI NG EXAM NER: (I naudi ble). |1
get that.
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MR. FELDEWERT: Because the other way
to do it is, we keep the existing package and then
you just file the exhibits that you had to amend.

So then for me, and for others | think, when you
come and |l ook at the file six nonths |ater or a year
| ater, it's literally easier to understand what
happened. That's all |'m suggesti ng.

HEARI NG EXAM NER: Ckay. I
under stand your concern. | don't feel it's
warranted in this case, but | will keep it in mnd
for future cases. Because | do agree with you, that
| wouldn't want to throw off the page nunbers.

However, with a cover letter that says
these are the additional exhibits, that won't change
t he page nunbers either because they'll cone after.
Does that nmake sense?

MR. FELDEWERT: |t does.

HEARI NG EXAM NER: Okay. So that's
why | require a cover letter to be clear.

Ckay. Now, do you have -- Ms. Bradfute,
do you have a rebuttal case?

MS. BRADFUTE: Yes, | do.

HEARI NG EXAM NER: Pl ease tell ne
what exhi bits you have.

MS. BRADFUTE: Okay. | have eight
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rebuttal exhibits.
HEARI NG EXAM NER: Ei ght ?
MS. BRADFUTE: Ei ght .

HEARI NG EXAM NER: Eight. Okay. How

are they going to be | abel ed?
MS. BRADFUTE: So they are |
MHPlI Rebuttal Exhibit 1 through 8.

abel ed

HEARI NG EXAM NER: And so you're

going to call them Rebuttal Exhibit 1 through 8.

And you'll attach these at the end of your
packet .

And just to be clear, so that we

exhi bit

don't

throw off the page nunmbers, which is M. Feldewert's

concern, please put your rebuttal exhibit -

actually, | don't want you to | abel them A-16; 17,
B-17 and 18. | want you to |list them as Avant
Rebuttal 1 through 4. Because | agree, it would
throw things off. So put them at the end as
rebuttal exhibits.
Go ahead, Ms. Bradfute.

MS. BRADFUTE: Okay.

HEARI NG EXAM NER: \What are they?
And why are they here?

MS. BRADFUTE: So the first rebuttal
exhibit is an engineering rebuttal exhibit.
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Coterra -- or Cimarex was not on notice that the
area of review was going to be selected, and there
have been a | ot of questions about the areas of
review selected for the degradation studies.

And so it took a very simlar study,
copying MRC s degradation analysis and Avant's
anal ysis, |looking at a box to the west.

HEARI NG EXAM NER: Ckay. Fi ne.
What's the next one?

MS. BRADFUTE: Okay. The next one
is -- there's been a | ot of conversation about
| aydown devel opnent. Coterra and Ci marex were
actually surprised that Avant was going to oppose
| aydown devel opnent, given the nunber of | aydown
units they had proposed.

And so they have prepared an exhibit
showi ng and | abeling all of the specific well nanes
from Avant using the map that have been previously
proposed.

HEARI NG EXAM NER: So it's just a
list of Avant's |aydown wells in the area?

MS. BRADFUTE: Yeah. It's a map, and
then it's got the boxes with the well nanes.

HEARI NG EXAM NER: Okay. As |ong as

that's all it is.
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MS. BRADFUTE: Yeah. It is.

HEARI NG EXAM NER: | can see how t hat
could be hel pful. Okay. Nunber 3?

MS. BRADFUTE: Number 3 is, we did
not expect Avant's |andman to be m ssing so many
recorded assignnments fromthe interest numbers in
her list of ownership in the exhibits.

And so when our | andman, Bella Sikes,
reviewed that and she went into the county records
and saw the m ssing assignments, she put together a
| i st of those m ssing record -- title docunents with
the filing nunmber in the county records and then a
| ist of strangers to title that she was al so
surprised to see |isted.

HEARI NG EXAM NER: M ssing from Avant
or MRC or both?

MS. BRADFUTE: M ssing just from
Avant .

HEARI NG EXAM NER:  And is that from
an Avant exhibit number?

MS. BRADFUTE: That is -- it is
rebuttal to Avant's |landman's affidavit in paragraph
21.

HEARI NG EXAM NER: Affidavit. Okay.

MS. BRADFUTE: Yeah.
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HEARI NG EXAM NER: Ckay. Ckay. All
right. Very good. | should have asked -- and
Exhi bit Number 2, the list of Avant |aydown wells,
is that rebut to an exhibit?

MS. BRADFUTE: That is a rebuttal to
testinmony, actually --

HEARI NG EXAM NER: All right.

MS. BRADFUTE: -- that -- it was
about -- the testinony about the well bore
orientation.

HEARI NG EXAM NER:  Ckay.

MS. BRADFUTE: Yeah.

HEARI NG EXAM NER: All right.

Nunber 47?

MS. BRADFUTE: Nunmber 4, Ci marex was
surprised to hear the testinmony or see the testinony
I n paragraph 19 of Avant's -- of Avant's | andman's
affidavit stating that it was claimng title under
the Zafiro JOA. And so it has put together the
title -- alist of the title docunments, and the
county record filings that are the basis for its
m neral interest title.

HEARI NG EXAM NER: In -- for which
owner ?

MS. BRADFUTE: For -- this is the --
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when Avant clainmed that it wasn't going to credit
Cimarex with the full interest in Section 32 due to
the fact that Cimarex had not produced a JOA.

HEARI NG EXAM NER: And how is that
rel evant to the conpul sory pooling application?

MS. BRADFUTE: That is relevant to
t he pooling application because it goes to docunents
Cimarex's title as shown in its own ownership |ist.
And it rebuts what is shown in Avant's ownership
(i naudi bl e).

HEARI NG EXAM NER: So you're saying
Avant shows a smaller interest?

MS. BRADFUTE: Um hmm

HEARI NG EXAM NER:  And you're saying
Cimarex has |l arger interest and here's why?

MS. BRADFUTE: Yeah. Yeah.

HEARI NG EXAM NER:  Okay.

MS. BRADFUTE: And it specifically

goes to paragraph 19, which we were surprised to

see --
HEARI NG EXAM NER: 19, that's
(i naudi bl e).
MS. BRADFUTE: ~-- in the |andman's
af fidavit.

HEARI NG EXAM NER: Okay. Number 57
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MS. BRADFUTE: Nunber 5 relates to
that Zafiro JOA. It is copies of the JOA pages
and -- that had been produced to Avant and the
recordings -- a recording in the county records
referencing that JOA.

HEARI NG EXAM NER: Sane interest we
were tal king about in Nunmber 47

MS. BRADFUTE: Um hmm  Yes.

HEARI NG EXAM NER: That they're

rel ated?

MS. BRADFUTE: They are rel ated.

HEARI NG EXAM NER: Okay. Go ahead.
Number 67

MS. BRADFUTE: Number 6 is a summary
based on all of the -- all of the working interest

control exhibits that have been introduced in the
case show ng everyone's maxi mum nunmber of worKking
control interest that they have tal ked about.
Because this case involves overlapping units in
part, giving everybody the benefit of the doubt,

| ooki ng at the highest nunber of total working

I nterest control and conparing that. All of the
parties have asserted argunents on working interest
control. This consolidates it so you can see it in

an i mage.
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HEARI NG EXAM NER: Why wasn't this
exhibit submtted with your exhibit packet
originally?

MS. BRADFUTE: We did not know what
Avant owns in Section 29 and what MRC owns in --
what Avant owns in Section 29 and what MRC owns in
28 before they filed their exhibits. So we were
unable to determ ne what their working interest
control was going to be.

HEARI NG EXAM NER: COkay. So this
dealt with the unknown interest in 28 and 29?

MS. BRADFUTE: Yes. Yes.

HEARI NG EXAM NER: Okay. Nunmber 77

MS. BRADFUTE: Nunmber 7 is -- or was
that -- 5. Did we just tal k about 57

HEARI NG EXAM NER: No. We just dealt
with 6. 5 was related to 4, which was a J -- 5 was
a JOA related to Nunber 4.

MS. BRADFUTE: Okay. And Nunber --

HEARI NG EXAM NER: 7.

MS. BRADFUTE: Nunmber 7 is feedback
fromthe BLM on whether or not a comunitization

agreenment could be approved for Avant's Bone

Spring -- for a nonstandard spacing unit that omts
an interval within the Bone Spring pool. This
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i nformati on documents Ms. Sikes' research and did
not exist until Novenber the 1st.

HEARI NG EXAM NER: Okay. And
Number 8.

MS. BRADFUTE: Nunmber 8 is a copy of
the Exhibit A to Matador's JOA, and we can not file
this one.

HEARI NG EXAM NER: Ckay.

MS. BRADFUTE: Yeah. All right.

HEARI NG EXAM NER: All right. So we
have seven rebuttal exhibits.

MS. BRADFUTE: Yeah.

HEARI NG EXAM NER: M. Hol |l i day, any
objections to these seven rebuttal exhibits?

MR. HOLLI DAY: We do, M. Hearing --

HEARI NG EXAM NER: Go ahead. \What
are they?

MR. HOLLI DAY: Ckay. So as you nmade
very clear repeatedly, rebuttal is a very narrow
case.

HEARI NG EXAM NER: Ri ght .

MR. HOLLIDAY: And it's based on two
el ements. Surprise and foreseeability, right?

HEARI NG EXAM NER:  Yes, correct.

MR. HOLLIDAY: So if we |ook at these
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exhi bits, Avant's position broadly, | can go through
each of themindividually, is that there is no
surprise and each of these argunments were
foreseeabl e based on the interactions of parties and
t he al nost year that they've been trying to work
this out prior to hearing.

HEARI NG EXAM NER: Ckay. Go ahead.

MR. HOLLI DAY: Okay. So when we | ook
at Exhibit 1, Matador Exhibit 1, this is a rebuttal
about -- discussing about orientation. The
orientation concerns of Avant, as oppose to
Cimarex's plan, were well -- | nmean well docunented.
| don't think any party was unaware that the
orientation was going to be a major issue in this
case. And we feel like this, if it's to be
I ncl uded, should have been in the case in chief, not
in rebuttal.

HEARI NG EXAM NER: | thought that
Nunber 1 was the engineering area of review of
degradati on?

MS. BRADFUTE: Yes, that is correct.

HEARI NG EXAM NER: How does that deal
with -- so how does that deal wi th what you just

said, M. Holliday?
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MR. HOLLI DAY: Ckay.

HEARI NG EXAM NER: Have you shared
t hese rebuttal exhibits with M. Holliday
(i naudi bl e) ?

MS. BRADFUTE: Yes, | have. Yeah.

HEARI NG EXAM NER: Ckay. And have
you seen these rebuttal exhibits, M. Holliday?

MR. HOLLI DAY: | have.

HEARI NG EXAM NER: Good. Do you have
it in front of you?

MR. HOLLIDAY: | do. And they're
di scussi ng east/west, north/south orientation in
this slide.

HEARI NG EXAM NER: But Ms. Bradfute
said that the -- that the -- that the inport of this
exhibit is the area -- is the review of degradation.
How does t hat

MR. HOLLIDAY: |If that's the inport
of the slide, then I'Il drop my objection.

HEARI NG EXAM NER: s it not,

Ms. Bradfute?

MS. BRADFUTE: No, it is. It --
| ooki ng - -

HEARI NG EXAM NER: Did | m shear you?

MS. BRADFUTE: It's essentially
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taking the studies that both parties did and just
flipping themto -- yeah, and running a sunmary
anal ysi s.

HEARI NG EXAM NER: Right. We're
going to deal with it one at a time so | can hear
your objections to Nunber 1.

MR. FELDEWERT: Oh, | don't -- | just
wanted to clarify.

HEARI NG EXAM NER: Ch, sure.

MR. FELDEWERT: This is the one where
| had ny hands and | said --

HEARI NG EXAM NER:  Yes.

MS. BRADFUTE: Yeah.

MR. FELDEWERT: -- (inaudible) |ooked
at it and included acreage that appears --

HEARI NG EXAM NER: | remenber.

MR. FELDEWERT: -- to have a
different horizontal stress direction. That's what
t hat one's all about.

HEARI NG EXAM NER: | renmenber.

MR. FELDEWERT: Okay.

HEARI NG EXAM NER: Yeah. But do you
have an objection to Nunber 17?

MR. FELDEWERT: No. No.

HEARI NG EXAM NER: Di d you hear her
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list -- have you seen the rebuttal exhibits?

MR. FELDEWERT: | have.

HEARI NG EXAM NER: Great. Do you
have an objection to any of her seven rebuttal
obj ecti ons?

MR. FELDEWERT: No. Since the only
one | had was on the |ast one, which you
(i naudi bl e).

HEARI NG EXAM NER: We're good. All
right. So we don't have any objections from MRC.
So we're back to Avant now.

All right. So Number 1, we don't have any
objection to. So that's adm tted.
Number 2, sir?

MR. HOLLIDAY: So if we go to -- |
believe it's Exhibit 4.

HEARI NG EXAM NER: ©Oh, hold on.

Goi ng one at a tinme now.

MR. HOLLI DAY: Okay.

HEARI NG EXAM NER: Nunmber 2, do you
have an exhibit -- an objection?

MR. HOLLI DAY: | have no objections
to 2 or 3.

HEARI NG EXAM NER: 2 or 3. OCkay.

Now, Nunber 4.
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MR. HOLLI DAY: Let me get there.

" msorry, | do have an objection to 3.
have t hem m sl abeled on ny |ist.

HEARI NG EXAM NER: Fi ne.

(1 naudi bl e).

MR. HOLLI DAY: So Number 3 is the
slide titled Title Errors and Om ssi ons.

HEARI NG EXAM NER: Yes.

MR. HOLLIDAY: |If you | ook at
Cimarex's call |ogs, you can see that on 9/6, 10/11,
10/ 14, 10/15, and 10/21, there were either emails or
phone calls anpbngst the parties to discuss title.

So Cimarex chose to include lengthy title
information in their case in chief. They didn't

I nclude this information. This is not new evidence.
It's not based on any surprise. The parties were
wel | aware of these issues before exhibits were due.

HEARI NG EXAM NER: Okay. And to
answer that, Ms. Bradfute?

MS. BRADFUTE: So we did not see the
breakdown of ownership interest until the exhibits
were filed in this case. And that was definitely
testified to today --

HEARI NG EXAM NER:  Okay.

MS. BRADFUTE: -- by .
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HEARI NG EXAM NER: M. Hol |l i day,
specifically to what she said, that they did not see

t he breakdown of ownership interests until the
heari ng.

MR. HOLLIDAY: 1'll just let ny
objection stand. | have no --

MS. BRADFUTE: [t was until we
received their exhibits. So when they filed their
exhi bits, we saw for the first tine.

HEARI NG EXAM NER: A week -- or four
days ago --

MS. BRADFUTE: Yeah. Yeah.

HEARI NG EXAM NER: -- or whatever it
was? Okay.

MS. BRADFUTE: Yeah.

HEARI NG EXAM NER: M. Holliday, are
you -- are you calling into question the veracity of
t hat statenment that Ms. Bradfute nade?

MS. BRADFUTE: No. We're calling
I nto questi on whether there was surprise or
foreseeability and whet her these docunents, if
they're going to list them out individually, should
have been listed in their case in chief, which is
Avant's position.

HEARI NG EXAM NER: Okay. So |I'm
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overruling the objection. So Number 3 is admtted.
Now, do you have an objection to Nunber 4?
And, Ms. Bradfute, do you want to say what
Nunber 4 is again?

MS. BRADFUTE: Yeah. Nunber 4 is the
title docunent references for the interests subject
to the Zafiro JOA, which was the JOA discussed in
paragraph 19 of Avant's | andman.

MR. HOLLI DAY: | guess we don't have
an objection.

HEARI NG EXAM NER: COkay, perfect. So
that's adm tted, Ms. Bradfute.

Number 5 which is related -- | think it's
a copy of the JOA. M. Holliday?

MR. HOLLI DAY: Yes. So we do have an
objection to this as well.

HEARI NG EXAM NER:  Okay.

MR. HOLLI DAY: Avant, on multiple
occasi ons, requested copies of this JOA. | know I
requested a copy from Ms. Bradfute. W received no
response.

They're aware that this JOA -- of Avant's
concerns about this JOA and its applicability, and
t hey chose not to put it into their case in chief.

HEARI NG EXAM NER:  Ckay.
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MR. HOLLI DAY: Sane objection. This
was both foreseen, and it's not surprising anybody.

HEARI NG EXAM NER: Okay. So
Ms. Bradfute, why did you not show a copy of this
JOA in your original exhibits?

MS. BRADFUTE: So what's funny is we
presented -- we're presenting it as a rebuttal in
specific response to what M. Holliday just raised.
Cimarex did provide a copy of Exhibit Ato this JOA
to Avant. We were surprised that Avant was taking
the position in its affidavit that it had not been
provided with any information about this JOA.

HEARI NG EXAM NER: | see.

So, M. Holliday --

So in this exhibit, does it show that, in
fact, you did provide it? |Is there sone sort of
proof that shows that. | nean, because is that not
what - -

MS. BRADFUTE: Yeah.

HEARI NG EXAM NER: -- you're
rebutting, is the fact that --

MS. BRADFUTE: | did not include the
emai | where it was provided, but | did provide what
had been given to Avant. | thought the w tnesses

woul d have a chance to testify to the rebutta
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exhi bits and say, "Yes, this is what | provided to

Avant . "

HEARI NG EXAM NER: Okay.

MS. BRADFUTE: So | wasn't
t he procedure.

HEARI NG EXAM NER: M. Hol

MR. HOLLI DAY: | can sti pul
Exhi bit A was provided.

HEARI NG EXAM NER: Ch.

MR. HOLLIDAY: [It's the act

sur e about

i day.
ate that

ual JOA

itself that this Exhibit Ais attached to that no

one's ever seen. And so that's why we obj

ect ed,

I ntroduci ng pieces of it when we requested the full

docunent in advance of the hearing.

HEARI NG EXAM NER: Ms. Bradfute.

MS. BRADFUTE: We have had

testinmony, and M. Holliday allowed questi

a | ot of

ons on the

record about this Exhibit A. His |and professional

even testified that she had received this
and then --
HEARI NG EXAM NER: So what

rebutting, then?

Exhi bit A,

are you

MS. BRADFUTE: So the rebutting is --

it helps make the title issue a little bit

conplete. It is not necessary, given that

nor e

we have
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the record county title filings.
HEARI NG EXAM NER:  Yeah.
MS. BRADFUTE: So if this one --
HEARI NG EXAM NER: We're not
adm tting Nunmber 5.
MS. BRADFUTE: Yeah, that's fine.
HEARI NG EXAM NER: Very good.
Nunber 6, do you have an objection to
Number 67
MR. HOLLIDAY: | have no further
obj ecti ons.
HEARI NG EXAM NER: Oh, very good. So
Nunmber 6 and 7 -- so then we're going to renunber
them Ms. Bradfute.
MS. BRADFUTE: Ckay.
HEARI NG EXAM NER:  |It's going to be 1
t hrough 6.
(MHPI Rebuttal Exhibits 1-6 admtted
i nto evidence.)
MS. BRADFUTE: Okay.
HEARI NG EXAM NER:  Not 1 through 7.
Ckay?
MS. BRADFUTE: COkay, great. Thank
you.

HEARI NG EXAM NER:  All right. Now,
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| et me see sonething here. Hold on a second.
Ckay. Now, we have next MRI's rebuttal

case. You have a rebuttal case. All right.

MR. FELDEWERT: No, sir. No. No,
because we admtted that -- the full report.

HEARI NG EXAM NER: Yes.

MR. FELDEWERT: You said you didn't
need me to admt the statenent that we used for
t heir geologist fromthe prior case.

HEARI NG EXAM NER: Well, we didn't --
no, that was used for inpeachnent purposes.

MR. FELDEWERT: Correct.

HEARI NG EXAM NER: So | wasn't
all owi ng that docunment to cone in as an exhibit.
It's on the record that you used it, however you
used it for inpeachnment purposes.

MR. FELDEWERT: | think I did
identify the case nunmber --

HEARI NG EXAM NER:  You di d.

MR. FELDEWERT: -- where it was
| ocated. Okay, good.

HEARI NG EXAM NER:  You di d.

MR. FELDEWERT: Then we're fine.

HEARI NG EXAM NER:  You di d. lt's on

t he record.
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Ckay. So MRI, no rebuttal case. W
have -- about rebuttal, we have MHPI rebuttal.
Okay.

| amgoing to take a ten-m nute break. |
have sone technical issues to speak about. So
pl ease | et us reconvene -- it says 2:32 now. Let's
reconvene at 2:45. | understand what this is --

want to get to flights. What tine are the flights?

5: 007

UNI DENTI FI ED SPEAKER: Yes.

HEARI NG EXAM NER: The fights are
5:00.

UNI DENTI FI ED SPEAKER: Yeah.

HEARI NG EXAM NER: So Santa Fe
airport, | would say check in 45 m nutes ahead. It

t akes approximately half an hour to get there, if

that. So we're tal king about an hour and 15 in
front.

All right. So we'll need to nove al ong
once we -- once -- because 3:45 will be a cutoff,

then, for you guys to get to the airport. Okay.
Got it. Thank you.
(Recess was taken from2:32 p.m until 2:49 p.m)
HEARI NG EXAM NER:  Okay. It is

2:49 p.m W are going to hear the rebuttal case
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for Magnum Hunter/Coterra first, since their
wi t nesses need to | eave.

So we have six exhibits that have been
entered into evidence by stipulation of the parties,
al though | think one of them was over the objection
of Avant. | think that was objection -- that was
Exhi bit Nunmber 3.

So, Ms. Bradfute, who do we have on the
Wi t ness stand?

MS. BRADFUTE: Excuse ne, we have
M. Behm --

HEARI NG EXAM NER:  Okay.

MS. BRADFUTE: -- on the w tness
stand. And | apol ogi ze, ny Teans just decided to
flip out on nme. So I"'mpulling it back up.

And it's com ng back up.

HEARI NG EXAM NER: And while you're
doi ng that, what is the purpose of M. Behnis
addi ti onal testinony?

MS. BRADFUTE: The purpose of
M. Behnl s additional testinmony is M. Behm
conducted a degradati on study based on the exhibits
subm tted by MRC and Avant in their case in chief.

HEARI NG EXAM NER:  Okay.

MS. BRADFUTE: And so he wll be
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I ntroduci ng those slides to help orient the Hearing

Exam ners when you go back and | ook through the

record.

HEARI NG EXAM NER: And, Ms. Bradfute,
let's keep his direct examnation to -- extrenely
limted --

MS. BRADFUTE: Yes.

HEARI NG EXAM NER: -- and just stand
for cross-exam nations since we have admtted the
exhi bits.

MS. BRADFUTE: Yes. Yes.

DI RECT EXAM NATI ON OF EDWARD BEHM
BY MS. BRADFUTE:
Q Ckay. M. Behm can you see Rebuttal
Exhibit 1? And is this the first page of it?

A. Yes.
Q. Ckay. Really quickly, could you walk
t hrough your exhibit -- the main purpose is just to

poi nt out the highlights of the npbst inportant

points on the slides included in your exhibit. And
we'll take it slide by slide. Okay?

A. Yes.

Q Ckay. Can you pl ease point out the key

items that you are trying to showin this slide?

A. What |'m showing in this slide is a
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simlarly broad AO, except it's oriented nore in
line with a Cimarex geol ogist interpretation of
stress than our conpeting proposals.

Q. Ckay. And the red rectangle is the AO
t hat had been identified by MRC in its exhibits,
correct?

A. Correct. And then I've oriented a sim|lar
size rectangle east/west bringing in nore the
45-degree points that we tal ked about at the county
line.

Q Ckay. And what are the nobst significant
points fromslide 2 of your study?

A. This focuses on the second sand. There's
a ot of east/west wells over a broader area. The
mai n di fference here between this one and MRC' s is
"' m showi ng data through time. So the top plot is
2010 to present. |It's 6-nonth QM per foot, 12-nmonth
M per foot, and then 3-year QM per foot. And it's
bucket ed by east/west versus north/south for the
sanme tinmeline that was given, 2010 to present.

And then the bottom graph would be how I
woul d separate maybe nodern frack fromold frack, if
| was just using a tinme period.

Q And what are your conclusions that you

drew from | ooking at the data on this slide?
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A My conclusions on this slide is that
east/west versus north/south over a broad area with
our area of review, it looks like it's not going to
be an issue.

Q. Can you please | ook at the next slide of
your study and just state the high points of this
slide?

A. The left side is a map. It is VH, which
we tal ked about earlier in the hearing. So the --
the more VH you have, the nore in place there is to
go get. So this is doing a very small review of
east/west third sand wells versus north/south wells
of a very simlar frack vintage.

So you can | ook at the green versus the
bl ue. The best conparison in here, to me, is the
dark blue well because that's the same operator.
That's Franklin Mountain. Simlar tinme period. The
green wells aren't materially different than the
bl ue, in my opinion.

Q. And |'m nmoving to the next slide. What
are you showing on this slide?

A. Just the magnitude of frack inportance.
Those are two new wells. You can't book themwth
an EUR yet, ny opinion, but the Gold State and the
Sky Dwel l er, when we tal k about frack, how big of a
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knob is it, those wells have QM d as nuch as the old
wells did over a ten-year period, but they've done
it in less than a year.

So frack advances over the periods that
have been being reviewed are very | arge.

Q Ckay. And so frack design really can
create a difference in well performance, especially
when you're | ooking back at degradation, right?

A. Yes. And this is over a two-mle w de
area. So we showed lots of nmulti-township areas
earlier. So this is over a two mles, about as
simlar as you can get with frack as the main
variable, in my opinion.

Q | want to nove to the next slide of your
exhibit. Could you please tell us what the high
points are of this slide?

A. This is just calling out the differences.
And even if you constrain it to 2010 versus 2015, to
M. MClure's question earlier, how different are
the wel | s. So the two wells we have, the Magpi e,
Tin Cup are half the energy of the conparison wells
that they're being conpared agai nst.

Q And | want to go to the last slide of your
study. Could you please explain the key issues in

this slide.
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A Not a lot of nodern wells close. There is
the Crazy Wolf well. That's called out in pink.
And you can just see how that's perform ng versus
north/south in the same area relative to the type
curve that we showed our values for earlier.

Q Ckay. Thank you.

MS. BRADFUTE: And these six exhibits
are already admtted, so that concludes ny
questions. Thank you.

HEARI NG EXAM NER: Thank you.

M. Fel dewert.
MR. FELDEWERT:  Sure.
CROSS- EXAM NATI ON OF EDWARD BEHM
BY MR. FELDEWERT:
Q. Let nme share.
Al'l right. So |ooking at your -- what are

you having to describe this? This is your rebuttal

slide C-1.
MS. BRADFUTE: Rebuttal Exhibit 1.
MR. FELDEWERT: Rebuttal Exhibit 1.
Q Ckay. Looking at your Rebuttal Exhibit 1,

so the MRC study area, it's boxed in red, M. Behn?
A. Yes.
Q Ckay. And when you | ook at that area,

t hat includes an area where experienced operators,
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| ooki ng at the data available to them and --
i ncluding well results, it shows drill alnmost all of
t hem standup, right? Over 90 percent?

A. Yes, within that AO, it's predom nantly
nort h/ sout h.

Q Ckay. And what you've done is kind of
turned that, and you went to an area in the west
where we see that operators are starting to drill a

m xture of |aydown and standup wells?

A. Yes.

Q So you're taking an area where operators
have drilled predom nantly standup based on the
I nformation they are having -- had and conparing it

to an area where operators drilled differently based
on information that they had?

A. Yes. It's oriented to the stress. So if
you were to think back to the 45-degree, roughly,
| ine that was on the county line fromthe exhibits,
t hat woul d be roughly where that deep LMrig
| ocation is, drilling east/west.

So it's just bringing in the area where
stress rotates. And it's nmore simlar to what our
geol ogi st testified to today.

Q And so is it your opinion that this area

in green has a simlar stress regi ne where operators

Page 280

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



© 00 N oo o b~ W N P

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

can drill both [aydown and standup?

A. It's my opinion that the green box would
i ncl ude the area where stress is rotating, as well
as where we believe it is nore simlar to the

acreage, versus the red box, which aligns nore 21

south. | think every conpany today agreed they
woul d drill that nmore south. That's down at the
very southern edge. | would not want those wells

into the north.

Q. So if I looked at the insert to the right,
where -- which we have the Zoback study, we see the
cluster of data points that indicate, what, about a
45-degree stress orientation?

A. Appr oxi matel y.

Q Ckay. And you're suggesting that that
45-degree stress orientation extends now all the way
east to the star?

MS. BRADFUTE: Objection. W' ve
al ready had a | ot of testinmony on stress
orientation. This was really limted to rebuttal on
t he new study.

HEARI NG EXAM NER: M. Fel dewert.

MR. FELDEWERT: |'m asking his
opi ni on about whether that stress orientation --

whet her he believes that stress orientation dictated
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by the Zoback report extends all the way to the area
of the star.

HEARI NG EXAM NER: And, Ms. Bradfute,
are you saying that this witness has al ready been
asked this question?

MS. BRADFUTE: No. The star is the
subj ect area. Those are the subject lands. So |
know we have had | ots of testinony over the |last two
days about stress orientation around the star.

HEARI NG EXAM NER: But this -- but
this rebuttal exhibit is talking about stress --

MS. BRADFUTE: Um hmm

HEARI NG EXAM NER: -- and the subject
| ands. And if this witness has not been asked this
gquestion before, I'"'mgoing to allow it.

MS. BRADFUTE: Il think allow it.
That's fine, yeah.

HEARI NG EXAM NER:  Okay.

M. Fel dewert, would you ask the question again?

MR. FELDEWERT: Sure.

Q So, M. Behm when you -- since you chose
this as your study area, are you suggesting that the
45-degree data point that show -- that's shown in
t he Zoback report extends from west to east across

your study area to the star?
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A. It would not be the same across -- again,
l'ma reservoir engineer. So we testified today
that it rotates across the area. Up in 18 South,
what we showed today was we showed a point that we
had from our private array in 18 South, 35 East,
whi ch woul d be the eastern border of where |'ve got
the green box. |If you were to nove over to where
the deep LMis, that's roughly where the 45-degree
line is. So Ms. Frey testified earlier today of a
43-degree over at 18 South, 35 East from our seismc
array data, and then it's roughly 45 by the deep LM

So across the north of that, | would say
It's roughly consistent, and then it would rotate to
t hat east/west simlar to Ms. Frey's testinony
earlier.

So this would capture a blend of stress
orientation rather than just north/south.

Q. A bl end of stress orientation. So you're
not saying that your study area includes fromthe
east to the west, the orientation that is shown in

the cluster data there for the Zoback report?

A. No. | -- no, | can't make that claim
Q. Okay. All right. Okay. Wwen | go to --
maybe this is a little nmore hel pful. When | go to
t he next slide down, this is a -- is that a little
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easier to read, depiction of your study area in the
upper |eft-hand corner, your second page of this
rebuttal slide?

A. Yes.

Q. This is the one where it has the bar
graphs, green and blue. And to the left of that is
the area that you anal yzed?

A. Yes. These would be all the wells within

t hat green box. So we |ooked at first, second,

third. |'m showi ng second because that was what we
showed.
Q Ckay. And so, again, you're taking an

area where operators to the west have drilled al nost
excl usively standup and then conparing that to an
area where operators have drilled a m xture of

standup and | aydown?

A. Yes.

Q. Ckay. When | go to your next slide --
page of this exhibit, it looks |like this is an area
that was part of -- this is part of MRC s study?

A. (I'naudi ble). This was part of Avant's,

focused on the third sand.
Q. Okay. This was also included in MRC s
study area, right?

A. In the broader area? Yes.
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Q Yes.

A. Yes.

Q Where our -- where our geol ogist said he
beli eves the stress regine is very simlar?

A. Yes.

Q. Ckay. Al right. And then if | go, then,
to, I think, the | ast page of this Rebuttal Exhibit
Nunber 1. This Crazy Wolf well that you pulled out

here in red?

A. Yes.

Q. If I look at Exhibit C-1, where is that
| ocat ed?

A. It would be -- could you go back to ny

exhi bit real quick?

Q. Yes, | will try.

A. So that is 19 South, 32 East, Sections 3
and 4. That is just outside of this AO.

Q. So it's over here?

A. No. Move your cursor up. It would be

Sections 3 and 4. So it would be in the northeast

corner of Township 19 South, 32 East. Down from
t here.
Q Thank you. Right here?
A. Yeah, approxi mtely.
Q. Ckay. Then much closer to where we see
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t he Zoback data points showi ng a 45-degree stress
orientation?

A. Yes.

Q. And you're conparing that to a -- the
Tur npi ke acreage, which is closer to the data point
t hat Zoback shows having a 70, 75-degree

orientation, right? 13 mles?

A. ' m sorry?
Q. Cl oser to the Zoback data point shown as
70-degree orientation? So if | go back to C-1 and |

go to the star, you see the upper right-hand data
poi nt on the Zoback report?

A. Yes.

Q That's the 70 -- 70, 75-degree

orientation?

A. " mnot a geologist. | believe that's
correct --

Q. Ckay.

A. -- fromwhat was tal ked about earlier.

Q. All right. And this is the area where

your geologist had |likewi se testified a year ago
that the orientation --

MS. BRADFUTE: Objection to the form
of question. Yeah, that

HEARI NG EXAM NER:  Ms. - -
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M. Feldewert, | sustained the objection. So can
you nove on fromthis question, please. W've had
enough about this.
MR. FELDEWERT: Okay. That's all the
questions | have.
HEARI NG EXAM NER:  Thank you.
M. Holliday.
MR. HOLLI DAY: | have no questions.
HEARI NG EXAM NER:  Thank you.
M. MClure.
MR. McCLURE: Thank you, M. Hearing
Exam ner. | do have a quick question for M. Behm
HEARI NG EXAM NER: (I naudi bl e) .
CROSS- EXAM NATI ON OF EDWARD BEHM
BY MR. M CLURE:

Q. M. Behm on your Exhibit -- well, it's
| abel ed Rebuttal Avant C-1 Exhibit, third sand.
It's page 7 of 37?

A. Yes, sSir.

Q. Do you believe it would be nore -- | know
earlier we were tal king about a tendency to increase
production as you go south. Wuld it be accurate to
say that rather than, as you go south as your -- you
have an increased porosity tinmes height, would that

be a better description?
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A Yes. As you nove into that channel,
production's going to increase. That's an overprint
on all the data in this area.

Q. Ckay. And that is essentially the driving

factor that we're | ooking at, correct? So it would

be nore accurate to say that -- like in the mddle
of Section 22 is going to be better than the -- in
the mddle of Section -- well, to the east of there;

is that correct?

A. Can you say that again, sir?

Q. Do you see --

A. Section 22 in 19 South, 34 East?

Q. Yes, sir, that's absolutely correct.

A Yes. As you nove south into that bigger,

nore continuous sand, | would expect the wells to be
general ly better.

Q. But towards the east of there, you would
expect it to be worse; is that correct?

A. It would be -- yes, it would be a little

bit worse. Yeah.

Q Yeah, as you start getting towards
Section, | guess, 19 of Range 35 East?
A. The only other thing that's going on here

Is also oil cut inmproving as you nove with structure

to the east side in the third sand. So you could
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have a total fluid change that also has an overprint

where you have a fantastic oil cut.

Q Ckay.

A. Yes, in general, the sweet spot would be
right through the mddle of that channel, in ny
opi ni on.

Q But potentially as you get further away

fromthe basin, you would have a higher oil cut? So
as you go towards the east; is that correct?

A. Furt her away from-- yes, as you're noving
up structure towards the edge of the basin, there's
opportunity for pinchouts and other things to drive
producti on.

Q s that what you're referring to when you
reference a higher oil cut to the east?

A. Yes.

Q. Ckay. On this sane -- on this table on
this same exhibit, you're referencing proppant per
foot in lateral length. Do you think proppant and
fluid per foot is a relatively accurate description
of the quality of frack?

A. It's the best publicly avail able
description | have. And | would say roughly, you
know, 700 versus 500 m ght be pretty simlar. But

even then, you can see differences in fluid. This
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s the best data | had.

Q Approximately, if you -- inmprovenents in
chem cals that's used in the fluids, would you have
a date that you would think that m ght start making

a difference?

A. Ver sus - -

Q Seeing as nore friction reducers and stuff
| i ke that?

A. For FR --

Q. Uh- huh.

A. -- | would be | eaning nore towards -- and
It's going to vary by operator, as well, because

di fferent people are nmoving at different speeds.

| would go nore towards 2015, towards the
tail end of this w ndow versus the early end. Down
at 480 or 300 pounds, the smaller fracks with 8 to
9 barrels per foot, for all | know those could be
packers plus conpl etions.

You could have sliding sleeves. It could
just be crosslink. | did -- 1 did not -- | don't --
| don't have that available to me or what their
cluster density is.

Q And woul d that be a concern on fracks that
were conpl eted around 2010 type era?

A. It's way nore likely earlier in tinme. As
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you get closer to 2010, | would expect just an
absence of slick water in general. And it's a nore
conventional m ndset where people are -- you m ght
have 125 foot between clusters, 150 versus maybe a
24 to 12, even on the | ow end would be nmre commpn
today. So it's a big change.

Q But as far as the inplenmentation -- or as
far as starting to go nore towards slick water and
friction reducers, would you attribute that to 2015
and | ater?

A. | would be able to say by about 2018,

2019, everybody's there, and that transition period

Is over. | don't know --
Q But as far as --
A. -- if that helps, |I'msorry.
Q As far as the start of that transition, do

you agree that 2015 is a fair enough beginning of

that era for this -- for the crossover?
A. Yes. Roughly, yes.
Q. If I can nove you back up two pages to

your page 5 of 37.
Have you provided us with a |list of the

wells that you included in this study here?

A. | did not. | -- 1I'"m happy to attach one.
Q. Ckay. Thank you, sir. We'll make that
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request as a part of our requests here in a bit.
MR. McCLURE: Thank you, M. Behm
Thank you, M. Hearing Exam ner. No
further questions.
HEARI NG EXAM NER: Thank you,
M. MClure.
May this witness be excused?
MS. BRADFUTE: Yes, M. Hearing
Exam ner.
HEARI NG EXAM NER: All right. Thank
you. Do you have another w tness?
MS. BRADFUTE: | do.
HEARI NG EXAM NER: \Who?
MS. BRADFUTE: | have one nore, our
| and professionals, Bella Sikes.
HEARI NG EXAM NER: -- Sikes, | rem nd
you you're under oath.
Ms. Bradfute.
DI RECT EXAM NATI ON OF | SABELLA SI KES
BY MS. BRADFUTE:

Q Ckay. Thank you, Ms. Sikes. | want to
turn to Rebuttal Exhibit 2. And | just want you to
orient the Hearing Exam ner as to what this exhibit
I's showi ng, very quickly.

A. This conmes from Avant's | and Exhi bits A-9.
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And this is kind of highlighting all of those
| aydown units that they had kind of outlined in
their exhibit. This also has sone call out boxes
where we have received | aydown unit proposals. So
t hat woul d be Avant Shinnery Oak, the Ghost
proposals, and G ey Wnd. Those have been tal ked
about a lot. And this also shows the distance from
t hose.

Some ot her things we want to point out are
Avant's one-m | e devel opnments that they have within
this little snippet. And then there's another one
that's not shown | believe a township or two south
of this.

Q Ckay. Great. [|I'mgoing to nove into the
next |and exhibit.

This land exhibit -- can you explain what
this exhibit shows? It's Rebuttal Exhibit 3.

A. Yes. So after receiving Avant's exhibits,
this is where | went through their exhibits and kind
of pointed out those errors of people that | saw and
started kind of noting where those parties had
assigned out earlier intitle. | believe nost of
t hese were -- well, some were around 1990s, early
2000s, and then also just pointed out the strangers

to title. Strangers to title, we mean we've never
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seen them show up in our title chain.

And then for Avant thenselves, there have
been interests that they have picked up and acquired
that we do not see in title. And so just a little
summary here of those interests and kind of where
Avant probably went wrong.

Q Ckay. And in your opinion, does this help
explain the differences in the interest percentages
t hat have been presented in Avant's exhibits versus
what you have shown in Magnum Hunter's exhibits?

A. Yes.

Q And I'"mgoing to turn next to Rebuttal
Exhi bit Number 4, | believe.

And can you explain what this docunent is
show ng?

A. | had spoken about this previously. It's
just how we're not saying our interests are com ng
froma JOA. This is the assignment chain show ng
t hat Mat ador Petrol eum Corporation, the operator of
that -- of the original operator of that OA and who
had interests in the Exhibit A, and basically the --
the mergers that happened in the early 2000s of how
Magnum Hunt er ended up with Tom Brown's interests,
which were Matador's interests.

Q. Ckay. And this is a description of where
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Magnum Hunter's title is located in what is
otherwise referred to as a contractual interest
under a JOA in Avant's |and exhibits, right?
A. Yes.
Q. | next want to turn to the next rebuttal
exhibit entitled, "Wrking Interest Control."
HEARI NG EXAM NER: Woul d you use the
nunbers, please.
MS. BRADFUTE: Yes. | believe this
s Rebuttal Exhibit Nunmber 4. | need to renunber
them M. Hearing Exam ner.
HEARI NG EXAM NER: Oh - -
MS. BRADFUTE: So | apol ogi ze.
HEARI NG EXAM NER: -- | see.
MS. BRADFUTE: Yes.
Q But the title of the exhibit, I've
entitled it, "Working Interest Control."
Ms. Sikes -- or, Ms. Sikes, can you

pl ease explain what this exhibit shows.

A. So once we understood from both parties
filing their exhibits and seeing what they claimto
own, we put that out -- all out.

So in green, Sections 29 and 32, this
Is -- assumng that Avant's title is correct,

according to their exhibits, they have 405 Bone
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Spring net acres and 367. And then Matador's Bobby
Pi ckard, according to both MRC and Magnum Hunter's,
because they're -- we don't have any title errors
bet ween the two, they have 491 Bone Spring net acres
and 402 Wbl fcanp net acres.

And then | ooking at Section 33 and 32,
which is Magnum Hunter's Turnpi ke devel opnent, we

show 777 Bone Spring net acres and 850 Wl fcanp net

acres.
Q. Thank you. And the last rebuttal exhibit
is entitled, "BLM CA Feedback." |It's Rebuttal

Exhi bit Nunmber 7, | believe.

HEARI NG EXAM NER: It was 7, but
you're taking out Nunber 5, so it's actually
Number 6 now.

MS. BRADFUTE: Thank you. Exhibit
Nunber 6. Thank you, M. Hearing Exam ner.

Q. Ms. Si kes, can you pl ease expl ain what
this -- what this exhibit is.

A. Yes. This is just Ed Fernandez's
coments. | had emailed himto kind of figure out

about a Bone Spring communitization agreenent and if
t he BLM woul d approve one if, you know, an interval
of the Bone Spring was cut out. And so | believe |

tal ked about this earlier, but this is just that
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correspondence.
Q Ckay. Great. Thank you, Ms. Sikes.
MS. BRADFUTE: That concl udes ny
guesti ons.
HEARI NG EXAM NER: Thank you.

M . Fel dewert.

MR. FELDEWERT: No questi ons.
HEARI NG EXAM NER:  Thank you, sir.
M. Holliday?
MR. HOLLIDAY: | do have a couple.
HEARI NG EXAM NER: Pl ease.
CROSS- EXAM NATI ON OF | SABELLA SI KES
BY MR. HOLLI DAY:
Q Yeah, so if we can go back to Exhibit 2,
agai n.
HEARI NG EXAM NER:  You nmean
Rebuttal 27
MR. HOLLI DAY: Rebuttal 2, yes, |I'm
sorry.
Q. So this map here -- yeah.

So we've heard a |lot of testinmony -- or do
you think it's accurate that the testinony today is
that the stress orientation changes as we nove from
the east to the west?

MS. BRADFUTE: Objection. This is
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our | and w tness.
MR. HOLLI DAY: She testified about
the orientation of wells depicted on this very plat.
MS. BRADFUTE: She can testify to the
extent of her know edge.

A. | do not know about stress direction.

This is just nme highlighting | aydown units that
Avant has put forward.

Q. Ckay. That's a good question for nmy next
guestion. | think we've also had testinmony that
t hese, what you're describing as |aydown units are
not all, in fact, |laydown units that have been
proposed. These are actually tracts in which Avant
owns an interest; is that correct?

A. That, |'m not exactly sure about. |[If you
actually zoominto the original imge, the sections
within these are not specifically called out. And
so that would | eave one to believe that these are
| aydown units.

Q. Ckay. So you don't know that these are
| aydown units. You believe, based on your review of
the plat, that these could be | aydown units?

A Based on ny review of the plat and the
proposals that we have received on this map, yes.

Q. Ckay. And | don't have any concern with
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t he proposals you have received. [It's just sort of
this cluster to the far west here. | just want to
be clear, you don't know whether those are proposed
units or not?

A. | -- yeah, | do not know for sure. |If you
| ook at it face value, one would be able to assune

t hat they are.

Q. Okay. Thank you. |If we could go to
Exhi bit -- Rebuttal Exhibit 3 and just the first
page. We'll start with the Kai ser-Francis,

(i naudi bl e) the next page, yeah.
Ckay. Your testinmony, if | characterize
It correctly, is that Avant had errors in their
title; is that correct?
A. Yes.
Q Ckay. So did you personally exam ne these
I nstrunment s?
A. | did |look at a few, but not in depth Iike
my title attorneys would have. | did have
communi cations with Kaiser-Francis where they did
reach out to ne. They said, "Avant had proposed
wells. Why haven't you-all proposed to us?”
And so | did send that information to ny
title attorney, and he was able to find the

assi gnment that showed Kai ser-Francis no | onger
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owned in Section 32. And | sent that information
back to Kaiser-Francis. And from my conmmuni cation
with them they kind of understood that this
clarified title, and there were no further questions
about them owning in Section 32.

Q Ckay. So this acronym ARTI, what does
t hat mean?

A. Al right, title, and interest.

Q. Ckay. So are you aware that this
instrunment is, in fact, not an all right, title, and

interest, it's a depth-severed conveyance of

I nterest?
A Correct.
Q Ckay. So it's possible Kaiser-Francis

could have an interest in other depths than were
conveyed by this instrunment?

A No. Because the interest that
Kai ser-Francis received was al so depth severed.

Q. Ckay. But, | mean, you don't know about

the chain of title backwards, right?

A. That one, | did review, yes.

Q You did personally review this?

A. Um hnm yeah.

Q. The entire chain of title?

A. From the one -- from whoever assigned to
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Kai ser-Francis, | did review that.

Q You so you | ooked at the vesting deed, but
not any deeds upchain fromthat?

A. Say that again.

Q. So is your testinony that you | ooked at
t he vesting deed for Kaiser-Francis?

A. | glanced at it, yes. M title attorney
actually highlighted previously in title where that
I nterest was depth -- depth severed. And if you

nove it forward, it was incorrectly added throughout

title.

Q But you personally didn't review the chain
of title behind that vesting instrunent; is that
correct?

A. No. But people under ny purview did.

Q Ckay. So you can nove to the next one.

Same question. Are you aware that this is
actually not all right, title, and interest. It's a

dept h- severed conveyance?

A. Most of these are depth-severed
conveyances. |If the original title or the original
assi gnment that kicked off nmost of these assignnents
is fromHilliard to Union and that was depth
severed, that was fromthe surface to the

(i naudi bl e) graphic equi pnent of 9,548 feet as seen
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in the McElvain well.

Q So it sounds |like you have a good handl e
on the depths?

A. | know t he source docunent.

Q. Ri ght. VWhy not include those depth
severances in this docunment versus calling them al
right, title, and interest conveyances?

A. It was all right, title, and interest as
to what the party owned.

Q. Ckay. |I'mjust going to note sim|lar
consi derations -- we won't go through all these.
|'"'m going to note simlar concerns about Trainer
Partners, Hog Partnership, Mexico Energy, Dawn
Chapel -- | believe that's it.

Ckay. |If we can nove, ny |ast questions
are about Rebuttal 4. So ny understanding is you're
relying on these documents to act as sonme sort of
constructive notice to parties because the JOA was

referenced; is that correct?

A. W Il you rephrase that question? Sorry.
Q What's the purpose of these docunents?
A. So that is show ng that Magnum Hunt er

received the majority interest in New Mexico from
Mat ador who conveyed to Tom Brown, who conveyed to

Magnum Hunt er.
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Q. Okay. So this is offered to prove chain
of title and not any sort of constructive notice of
t he presence of a JOA or other unrecorded agreenent?

A. Yeah, | don't think this is -- |I'm-- |
guess | don't understand the question. This is
showi ng the record title chain of Matador to Tom
Brown to Magnum Hunter.

Q Ckay.

A From-- if you -- like the dates with the
OCD of the Zafiro well do match up with these
mergers and title.

Q. It's still not clear to me what the
pur pose of these docunents are, but --

A. So this is showing that we're not --
Magnum Hunter is not stating that our interests are
contractual interests that we received under an OA.
This is showing that through record title docunents
in the county records, Magnum Hunter received their
interest, like | easehold interest.

So this is show ng when this JOA was
created in 1998, that Exhibit A outlined the
interests in that tract, right, the east half.

Q So what bearing does the JOA have to your
title? | thought your testinony was that your

title's not derived fromthe JOA.
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A. No title is really derived froma JOA.

It's a snapshot in time of what title is at

t hat
Q Of what the parties thought the title was?
A. Correct.
Q Ckay.
A. But | would al so reference back to ny

previous exhibit that shows a majority of the owners
who fornmerly owned in Section -- in the east half of
Section 32 assigned to Mewbourne, who was the only
ot her party of that JOA.
Q Ckay.

MR. HOLLI DAY: That's all ny
questi ons.

| SABELLA SI KES: Thank you.

HEARI NG EXAM NER:  Any redirect?

MS. BRADFUTE: No.

HEARI NG EXAM NER: Thank you. May
this witness be excused.

MS. BRADFUTE: Did M. MClure have a
question?

HEARI NG EXAM NER: OCh, M. MClure, |
forgot about you. Sorry.

MR. McCLURE: Well, to be fair, | was

just leaning forward to say | don't have any
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guesti ons.

you.

back.

case, Ms.

Ms. Bell a

with us vi

Teans.

sai d.

mean?

HEARI NG EXAM NER:  Oh, thank you.
MS. BRADFUTE: Good.
No. This witness may be excused.

HEARI NG EXAM NER: All right. Thank

Thank you very nuch. Have a safe trip

Ckay. Does that conclude your rebuttal
Br adf ut e?
MS. BRADFUTE: Yes, it does.
HEARI NG EXAM NER: It does. Okay.
M. Holliday, your rebuttal case, please.
MR. HOLLIDAY: Yes, I'd like to call
Guerra real quick.

HEARI NG EXAM NER: Okay. And is she

rtually?
MR. HOLLIDAY: | believe she is on
Did | say Bella? | nmeant Sophi a.

HEARI NG EXAM NER: That is what you

MR. HOLLI DAY: Sorry.
HEARI NG EXAM NER:  So who did you
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MR. HOLLI DAY: There's been a | ot of
names. | intended to call --
HEARI NG EXAM NER: Guerra?
MR. HOLLI DAY: -- Sophia Guerra.
HEARI NG EXAM NER: That's what |
t hought.
Ms. Guerr a.
SOPHI A GUERRA: Yes. Can you see and
hear me?
HEARI NG EXAM NER: | can't see you,
but | can hear you. Maybe Madia can pin your
pi cture somewhere. Can you stop sharing your
screen?
Thank you. Perfect. There you are.
Ckay. | remnd you, Ms. Guerra, that you
are under oath.
SOPHI A GUERRA: Okay. Thank you.
HEARI NG EXAM NER:  Okay.
M. Holliday.
DI RECT EXAM NATI ON OF SOPHI A GUERRA
BY MR. HOLLI DAY:
Q Ckay. |If we could go back to Rebuttal
Exhi bit Number 2, | believe that's the plat
depi cting various Avant ownership interests.

HEARI NG EXAM NER: Okay. \Who's
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rebuttal exhibit?

MR. HOLLIDAY: |I'msorry. Cinmarex
Rebut tal Exhibit Nunber 2.

HEARI NG EXAM NER: Okay. | thought
Cimarex's Rebuttal Exhibit 2 was a list Avant's
| aydown wells in the area.

MR. HOLLI DAY: That's what we're

contesting. It's not actually a list of |aydown
wells. It's a plat --

HEARI NG EXAM NER: | thought that's
what it was titled, is what | nmeant.

MR. HOLLI DAY: Oh, I"'msorry.
HEARI NG EXAM NER:  Sur e.
Q Ckay. Ms. Guerra, real quick, we've heard

sonme testinmony that these green outlines represent

proposed spacing units by Avant; is that correct?
A. Yes. We have heard that testinony, yes.
Q. Ckay. Do all of these green boxes

actually correspond to planned spacing units by
Avant ?

A. Not all of the green boxes relate to a
proposed spacing unit, no. The yellow on this map,
as | think | testified and perhaps a few of ny
col | eagues, is sinply just acreage that we have an

interest in and could be a proposed devel opnment pl an

Page 307

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



© 00 N oo o b~ W N P

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

or is just sinply showi ng where our acreage lies in
this relative area.

Q Ckay. So these green boxes do not align
to Avant's official devel opment progrant?

A. No. Not all of them no.

Q Ckay. |If we can go to Exhibit Number 3.
That's the list of title documents.

Did you have any concerns about this

slide, Ms. Guerra?

A. We did, yes. Upon receiving this list in
Cimarex's rebuttal exhibits, | personally went
t hrough in and read each docunent. W do agree that

some of them are maybe m sinterpreted, and we can
get to that with we get to ny rebuttal slide
regardi ng Marathon's interests. However, several of
t hese, as you crossed Ms. Sikes, are depth-severed,
and we do credit interests to sonme of these parties
still as shown in our summary of interest in ny
original testinony.

Q. Ckay. So fair to say Avant, |ike Ci marex,
had title run. That title was then | ooked at by
title attorneys, and that's what you're basing your
deci si on on?

A. Correct. We -- | think in one of ny

exhibits, there's a tineline of events. W enployed
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a broker back in 2022 to start running this title.
We've | ooked at -- they've |ooked, as well as we
have, thousands of docunments through the record

title, through county records, BLMfiles, you nane

It. And we believe that sonme of these parties do
still own in Sections 32 and 29.
Q Ckay. So fair to say Avant has done a

significant ampunt of title work in this area?

A. Correct, yes. On top of the broker work,
we have a title attorney who's drafted ownership and
then a title opinion for these | ands.

Q So we go real quick to the next rebuttal,
Magnum Hunt er Rebuttal Exhibit Nunber 4.

s it your understanding that Magnum
Hunter is relying upon or has conmmuni cated to Avant
that it's relying upon this 1990 JOA -- 1998 JOA to
boost its working interest in Section 32?

A. Yes. | think -- 1 think potentially,
maybe there was a break in communication between
Ci marex and ourselves. We were under the
under st andi ng that Ci marex was being credited
addi ti onal acreage through this JOA.

Again, as (inaudible) testified several
times, there -- we were never given a full copy of

the JOA, and we were only given the Exhibit A and
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the signature pages. So it's just not a docunent
that we can fully review and credit in this case.
Additionally, I do just want to point out

that we were only noticed of this JOA about a couple
weeks ago. And so we've had a very |limted anount
of time to apply this JOA appropriately and | ook at
It inits entirety.

Q. So in your opinion, if the JOA does not
I ncrease ownership, what is its relevance to

Section 327

A. Coul d you repeat that? Sorry.
Q. Sure. So if this JOA does not boost the
wor king interest -- or, excuse nme, | say boost --

does not increase the working interest for Cimarex
In Section 32, howis it relevant to the title
di scussi on?

A We don't think it -- we think it could be
relevant in the fact that if it is an appropriate
JOA, it should have been recorded in the county and
taken to account with our title, but we just aren't
sure how it is relevant unless we're able to see it
inits entirety and apply it to our ownership.

When our brokers tried to surm se what the
title would be based off the Iimted docunentation

we were given of the JOA, it does change the
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ownership in Section 32. And | believe there's an
exhibit that | reference in my original testinony
that credits Cimarex with acreage if the JOA was
applied accordingly to the Exhibit A that we were
provi ded.

Q. Right. And if -- is it correct -- is ny
recollection correct that even if this JOA were
applicabl e under the ownershi p changes that you've
put forth, that Avant would still have roughly

doubl e the working interest in this Daytona

section -- unit as Ci marex?
A. Yes, that is correct.
Q. And you didn't find any record title

evi dence of this in the 2022 to 2024 -- to
Oct ober 1, 2024, title runs; is that correct?

A. That is correct. We found no evidence of
the JOA recording, which isn't standard practice to
record an entire JOA. However, it is standard
practice to record a meno of a JOA to put other
parties on notice that there is a JOA covering those
| ands. And we were not able to find a recorded neno
in Lea County.

Q Sure. And then once you were alerted to
this JOA -- or the presence of this JOA, did you ask

your brokers to go out and |l ook -- take a second
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| ook?

A. Yes. They took a second and | believe a
third | ook, as well as myself and several other
| andmen in our office.

Q. Ckay. And they didn't find anything?

A. There was no evidence of a nmeno or the JOA
recorded in Lea County.

Q. Okay. Thank you. |If we could go real
qui ck to Avant's Rebuttal Exhibit Number 1.

Yeah, that's correct.
Ckay. Ms. Guerra, what is the purpose of
this slide?

A. This slide is a rebuttal to Ci marex's
claimof Avant's interest in Section 32. The
Cimarex slide, | believe it's Exhibit A-7 in their
original testinony, clainm that Avant only owns 1.2
net (inaudi ble) acres in Section 32. W have
acqui red several parties in Section 32 over the | ast
year, and our interest is quite higher in Section 32
according to our title, which has, again, been run
by brokers and title attorneys.

So the purpose of this slide,
Exhibit A-16, | believe is what we're calling it
today, is just showi ng that Avant has 71 acres

commtted or owned in Section 32 as to the Bone
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Spring formati on and 122 net acres -- or owned or
commtted in the Wolfcanp. So this is just show ng
that it's quite a bit higher than the 1.2 net acres
that Cimarex has credited us wth.

Q. Ckay. So we heard a | ot of testinony
about supposed m stakes in Avant's title. Just to
make sure |I'mclear for the record, there were a
nunber of instrunments in the record chain of title
into Avant that Cimarex did not represent in its

owner shi p?

A. Correct.
Q Woul d you consider that a m stake?
A. | woul d. Based on the title that we have

seen and that our brokers and title attorneys have
presented to us and that we have personally

revi ewed, we believe that Cimarex has not credited
us with interest in Section 32 that they should
have.

Q Ckay. Thank you. So if we can nove -- ny
| ast question, what's going to be Avant Exhibit --
Rebuttal Exhibit 2, but we've mark A-17 here. Can
just wal k us through this slide briefly?

A. Yes. So | believe last Thursday or
Friday, | can't renmenmber which day, Marathon Ol

Permian filed an entry of appearance into our cases.
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| believe that Marathon is being represented by

Ms. Bradfute. And the basis of their entry of
appearance was due to a discrepancy in Avant's

exhi bits, specifically Exhibit A-6 -- A-6A that
denonstrates our summary of interests. Marathon
beli eves they own nore in our proposed Daytona unit
both in Section 29 and 32.

Upon receiving this email, we have had our
brokers work diligently to try and get to the root
of this discrepancy. And they are actively | ooking
t hrough records, seeing if there's possibly a
m sinterpretation. And we've been also
comuni cating directly with the | andnmen at Marat hon
Perm an to ensure that our records are correct.

Due to the nature of only having about
five days to reviewthis title as to this supposed
di screpancy, we're not in a position today to update
our exhibits until we get to the bottom of what the
possi bl e di screpancy is.

Q. Ckay. So you're not stipulating that
there is an actual discrepancy? Your testinony is
that this in response to Marathon's all egation that
there's a discrepancy?

A. Yes. And also this is just to ensure that

Avant is looking into this issue, and we wi ||
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certainly supplement our exhibits if a discrepancy
I's found.

Q Thank you. And |ast question. So
Mar at hon did not enter an objection in this case; is
that correct?

A. Correct. It's nmy understandi ng they just
entered an appearance, not an objection.

Q Ckay. Thank you.

MR. HOLLI DAY: That concl udes ny
guesti ons.
HEARI NG EXAM NER: Thank you.
Do you have any cross-exam nation?
MS. BRADFUTE: | do.
CROSS- EXAM NATI ON OF SOPHI A GUERRA
BY MS. BRADFUTE:

Q Good afternoon, Ms. Guerra. How are you?

A. H. |'mgood. How are you?

Q. Good. Good. | want to start with the
rebuttal exhibit we're showing on the screen. It is

mar ked on the top of the page as Exhibit A-16.

MS. BRADFUTE: M. Holliday, what
rebuttal exhibit nunmber is this? Is it Rebuttal
Exhibit 17?

MR. HOLLI DAY: M understanding in

t he nam ng convention, it will be Avant Exhibit --
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Rebuttal Exhibit 1.
MS. BRADFUTE: Ckay. Thank you.

Q So |I'm | ooking at Avant Rebutt al
Exhibit 1. Can you see the exhibit?

A. Yes, | can.

Q Ckay. So | just want to confirmthat |
heard your testinony correctly. These charts here
show what Avant believes its working interest is
within Section 32; is that correct?

A. That is correct. There's a chart for the
Bone Spring unit, which actually -- as |I'm | ooking
now, that top chart should say, "Bone Spring."
However, the chart bel ow does indicate that is just
Wol f canp.

Q Ckay. Wolfcanp. So Avant is now
testifying that it owns 5.61 percent of the working
interest within the entire Bone Spring formation in
Section 32; is that correct?

A. So the Bone Spring unit that Avant is

pooling is represented in that -- in that chart.
So, again, as we've heard over the | ast two days,
Avant is seeking to pool the first and third Bone
Spri ng.

Q Ckay. And does Avant have different

ownership within the second Bone Spring?
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A. They do, yes.
Q Ckay. And do you know what that ownership
percent age is?
A. ' m not --
MR. HOLLI DAY: Objection. That's not
rel evant. There's an objection.
HEARI NG EXAM NER: What is the
obj ecti on?

MR. HOLLI DAY: That the ownership in

t he second Bone Spring is not relevant. It was not
in Ms. Guerra's testinmony direct. It wasn't in
rebutt al

HEARI NG EXAM NER: Ckay.

MS. BRADFUTE: Okay.

HEARI NG EXAM NER: Ms. Bradfute.

Q So there is no evidence, right now as to
what Avant's ownership interest in the second Bone
Springs --

HEARI NG EXAM NER: Ms. Bradfute, |I'm
sorry, | was |looking a response to the response for
t he objection.

MS. BRADFUTE: Yeah. Ch, I'mso
sorry. ' m so sorry.

So the response to the objection is, is --

it is a relevant issue in Magnum Hunter's cases.

Page 317

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



© 00 N oo o b~ W N P

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

It's been an issue that we've been discussing
t hroughout nost of the day today.

HEARI NG EXAM NER: But how does it --
how does it relate to this specific exhibit?

MS. BRADFUTE: This specific exhibit,
l"mjust trying to figure out what is represented in
the -- in the first chart and confirmthat there's a
correct understanding in the record.

HEARI NG EXAM NER: So I"mgoing to
sustain the objection.

Why don't you ask a different question.

MS. BRADFUTE: Yeah, thank you.

HEARI NG EXAM NER: Sure.

Q Ms. Guerra, this exhibit shows in total
that Avant is claimng that it owns 9.56 percent of
the working interest in the Wil fcanmp formation in

Section 32, correct?

A. Correct.
Q Ckay. Great. [|I'mgoing to go down to the
next exhibit. And I also represent Marathon Ol

Perm an, LLC, in this case. Are you aware of that
representation?

A. Yes. | believe | nentioned that
previously.

Q. Did Marathon's | and teamreach out to you
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about a potential question about their ownership
i nterest shown in Avant's exhibits in Case 24632 and
246337

A. They did not. | actually went back
t hrough ny emails to see that -- to see if we had
previously discussed their ownership when they
recei ved proposals, and | did not see any evidence
that they reached out to us. | -- however, upon
understandi ng of their entry of appearance, |
reached out to their |and team

Q Ckay. And you reached out to them Did
Mar at hon then send you sone information regarding
their title in Section 32?

A. They did. They did send nme information.
And as upon receiving that information fromtheir
| and team we had our brokers | ook specifically at
the informati on they provided as to their ownership
in the Daytona unit.

Q Ckay. And was that information list of --

(Audi o dropped.)
A. Excuse nme?
HEARI NG EXAM NER: Madi a, do you have
any backup batteries there?
MS. BRADFUTE: Let's see. | can use

t his one.
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HEARI NG EXAM NER: Perfect.
MS. BRADFUTE: Sorry, Ms. Guerra. M
m crophone died all of a sudden.
Q. Did Marat hon ask you to |l ook at a |ist of
assignnments that were in the County records that

t hey believed were in their chain of title?

A. They did as to Section 32.
Q Ckay. And what did Avant originally show
Mar at hon -- Marathon's net m neral interest

ownership to be within its proposed spacing unit?

A. Gosh, 1'd have to either pull up an emil
or |l ook at the sunmmary of interest. | don't have
that noted in ny exhibit. | apol ogi ze.

Q Ckay. After looking at the docunents that

Mar at hon sent you regarding their chain of title,
have you found validity that some of those docunents
do show that they own nore interest within one of

t he sections?

A. So as | stated, it is alittle too early
to state that one way or another. W' ve obviously
been in this hearing for the |last two days, and so
t hat gives about two working days that we've had an
opportunity for our brokers and title attorney to
exam ne those docunents and ensure that their

i nterest would be different than what we purported
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I n our exhibits.

Q Ckay. And |I'mgoing to stop sharing ny
screen and just -- | need to pull up sonething to
use on ny laptop really quickly.

Are you aware of why Marathon specifically
entered their interest in this case -- or entered
t heir appearance in this case? Did Marathon tell
you, you know, specifically what their discrepancy
or their dispute was?

A. Gt her than their ownership, | don't
bel i eve they stated anything different.

HEARI NG EXAM NER: Ms. Bradfute, can
| interrupt for a nmonment?

MS. BRADFUTE: Yeah.

HEARI NG EXAM NER: |'mlost to where
t hese questions are going. This is all about
ownership interest. It is all about ownership.

|s there -- is there -- | understand that

there's a dispute over ownership interest. |
understand that's what the rebuttal exhibits are
about. But why don't the rebuttal exhibits just
stand for thenselves? Why do we need to have
endl ess cross-exam nati on about people's opinions
about the docunments?

MS. BRADFUTE: That's okay. Yeah --
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HEARI NG EXAM NER: Ckay. Good.

MS. BRADFUTE: -- we can stand on the
rebuttal exhibits. That's fine.

HEARI NG EXAM NER: Excel | ent . Ckay,
so pl ease proceed.

MS. BRADFUTE: Then that concl udes ny
questi ons.

HEARI NG EXAM NER: Very good. Thank
you.

Ckay. M. Holliday, are there any other

Wi t nesses?

MR. HOLLI DAY: | do have one briefly.

HEARI NG EXAM NER: And what is this
about ?

MR. HOLLIDAY: It's about the Ci marex
Rebuttal Exhibit Nunmber 1.

HEARI NG EXAM NER: \What do you --
what do you -- what do you want your witness to
deal -- how do you want -- what's the issue with
Ci marex Rebuttal Number 17

MR. HOLLI DAY: Sure. Avant's
reservoir expert is concerned about the data used in
that slide and the veracity of it.

HEARI NG EXAM NER: The data used.

Can you be a little bit nore specific?
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MR. HOLLI DAY: Yeah. "1l do ny
best.

HEARI NG EXAM NER: I n other words,
what does it concern? And what do you --

MR. HOLLI DAY: The concern is that
the map -- or maps represented there |l eft out
certain wells that would have been detrinmental to

their position.

HEARI NG EXAM NER: | see. So you
feel as though -- so your expert feels as though the
map that is Rebuttal Exhibit 1 from Avant -- from

Ci marex | eaves out wells?

MR. HOLLI DAY: Ri ght .

HEARI NG EXAM NER: And gives a false
pi cture because of it?

MR. HOLLI DAY: Correct.

HEARI NG EXAM NER: Okay. Keep it
real short.

MR. HOLLI DAY: Real short. [I'IlIl just
ask that one questi on.

HEARI NG EXAM NER: Go ahead.

MR. HOLLI DAY: Ckay. l'd like to
call M. Shane Kelly, please.

HEARI NG EXAM NER: M. Kelly, you're

still under oath.
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SHANE KELLY: Yes.
DI RECT EXAM NATI ON OF SHANE KELLY
BY MR. HOLLI DAY:
Q. Good afternoon, M. Kelly. M ndf ul that
we all have to get to the airport.
Can you please discuss your concerns wth
Ci marex Rebuttal Exhibit Number 1. And it m ght be
hel pful if we put it back on the screen.
HEARI NG EXAM NER: | s sonmeone putting
it on the screen?

MR. HOLLI DAY: Yeah, | am

(i naudi bl e).
MS. BRADFUTE: Yes.
SHANE KELLY: | believe it is slide
3, page 3.
Q. Page 3.
A. Yeah, there's the one.

| think we heard testinony earlier, you
know, that there was sonme concern about bringing in
wells a little bit too far south, but | wanted to
bring up my own concern. | nean, there's clearly a
pay map here on the left side that's showing --
| i ke-for-1ike rock, and there's a ot of north/south
wells that are drilled in the same tine period with

the same tract that were conveniently |left out of
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t he data set because they are nmuch better wells than
what he is show ng here.

He picked three of the worst wells in the
entire data set to throw on here fromthe
north/ south direction, which I think falsifies the
view to the Comm ssion of what's actually going on.
He states that these were all drilled by the sanme
oper at or.

So it's a like-for-like conparison, but
none of these wells are drilled by Franklin
Mount ain. Franklin Mountain just acquired this
acreage within the last few years. They are not the
peopl e responsi ble for the production on these
wells. They're actually drilled by multiple
different operators in his data set.

In ny data set, | tried to bring in -- |
had about 40 north/southwest (sic) wells, and I
brought in pretty much every east/west well that's
ever been drilled up here. So | tried to create a
nore conpl ete data set.

My data set does go down to the south, but
as you can see on this pay map, nost of nmy wells
stayed on the east side of his pay, which is green
in this map, which is actually worse pay than the

east/west flows that he picked.
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So I think this is just falsifying
i nformati on for the Comm ssi on. | didn't want to

| eave that to sit there, so you had the ful

pi cture.
Q. Thank you.
MR. HOLLI DAY: | have no further
questi ons.
HEARI NG EXAM NER: Ms. Bradfute.
MS. BRADFUTE: | have no questions.
HEARI NG EXAM NER: Thank you.
MS. BRADFUTE: Yeabh.
HEARI NG EXAM NER:  COkay.
(1 naudi bl e) --
MR. McCLURE: M. Hearing Exam ner?
HEARI NG EXAM NER: Yes, M. MCl ure.
Thank you.

MR. McCLURE: | don't have any
gquestions for M. Kelly --

HEARI NG EXAM NER:  Oh.

MR. McCLURE: -- but it m ght be
worthwhile for me to ask a few questions of
Ms. Guerr a.

HEARI NG EXAM NER: Oh, please. Okay.
So this witness may be excused.

Thank you, sir, for your participation.
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SHANE KELLY: Thank you.
HEARI NG EXAM NER: Go ri ght ahead,
M. MClure.
CROSS- EXAM NATI ON OF SOPHI A GUERRA
BY MR. McCLURE:
Q Ckay. Ms. Guerra, are you there able to
hear me now?
A. Yes, | am
Q. Ms. Guerra, just a few quick questions for
you. This assessnent that you plan on conducting in
regards to interest percentages that you were

referencing, did | hear that correctly?

A. Yes, a title review of Marathon's
I nt erest .

Q And will that review include the entirety
of whatever concern -- or the concerns that Cimarex

may have had with the interests that you had |isted?
A. | don't believe it would be the entirety.
It seems Cimarex has issue with all of Avant's title
within Section 32, whereas Marathon's concerns are
limted to certain tracts within Section 32.
Q Ckay. So it's specifically Marathon's
I nterests that you plan on conducting additional
review about; is that correct?

A. Correct. Since Marathon approached us
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| ast week -- late |ast week pointing out a couple
I nconsi stencies, we are going to ook into further
to see if we need to revise our exhibits.

Q. Upon hearing testinmony from Ci marex, do
you feel confortable with the interests that -- the
rest of the interests that Avant is portraying in
its exhibits?

A. We do, yes. We've done extensive title
for several years and believe that our title is true
and correct.

Q Ckay. Based off your understandi ng, was
Cimarex -- was there any difference in persons
rather than solely interest that was a part of
Ci marex's concerns there?

A. Bet ween Avant's title and Cimarex's title?
s that what you're referring?

Q. Yes, | apologize. That is correct. Was
all the same persons identified, and it solely went
down to how nmuch interest each person had; is that
correct?

A. Yes, to an extent. | do believe that
Avant has several owners that we are showing in
title in Section 32 in the Bone Spring formations
that Cimarex is not crediting interest to in

Section 32. Those are the people that Cimarex is
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stating are strangers in title. So we show themin
our summary of interests, but Ci marex does not.

Q Ckay. So in your current |ist of persons,
it includes all the persons that Cinmarex is
I ncl udi ng and then additional on top of that; is
t hat correct?

A. That is correct, yes.

Q So is it your position that Cimarex is
m ssing persons?

A. Qur interpretation of title, how it stands
t oday, yes, we do think that they are m ssing
peopl e.

Q. And as far as this assessnent in regards
to Marathon's interest, what sort of timetable is
t hat going to take you to conplete?

A. As to Marathon's interest, we think we
coul d probably wap up by next week. So |I would
suggest if we needed to suppl enment our exhibits,
per haps we could do so at that tine.

Q. It may be worth something bringing into
your cl osing argunments perhaps, one way or the
ot her, whether you agree or not.

A. Yeah.

Q. Which |'m sure that will be -- | nean,

m ne two weeks for transcripts, so I"'msure it's
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much -- or at |east two weeks beyond that, but that
will be up to M. -- the Hearing Exam ner's
di scretion.

MR. M CLURE: Thank you, Ms. Guerra.

| have no further questions.

HEARI NG EXAM NER: Thank you,
M. MClure.

MR. McCLURE: Thank you.

HEARI NG EXAM NER: Does that concl ude
your rebuttal case, M. Holliday?

MR. HOLLI DAY: It does, yes, sir.

HEARI NG EXAM NER: Okay. Then we are
done with the evidentiary hearing, and now let's
di scuss post-hearing tinetable. As you're -- as
you-all know, it takes two weeks to get a verbatim
transcript. Yesterday's was transcribed, so we w |
have it. But today's --

And, Madia, you don't know the extra del ay

when it's recorded, do you?

MS. CORRAL: (I naudi bl e).

HEARI NG EXAM NER: Ckay. s Freya
with us?

MS. CORRAL: | believe she is --

HEARI NG EXAM NER:  Okay.

MS. CORRAL: On the |line.
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HEARI NG EXAM NER: Freya, do you know
how long it takes if we record a -- if we record a
hearing and send it, does it add tinme to the -- to
t he two-week period?

MS. TSCHANTZ: (Unrecorded response.)

HEARI NG EXAM NER: Well, let's just
assune that we have our transcripts two weeks from
|l et's say, Monday. And Monday woul d be the --
Monday woul d be the 11th. So we're saying right
about the week of Thanksgiving we will have our
transcripts in.

How | ong do the parties want to draft
cl osing argunents and proposed findings and
concl usi ons?

"1l start with you, M. Holliday.

MR. HOLLI DAY: The issues are
ext ensi ve.

HEARI NG EXAM NER:  Yes.

MR. HOLLI DAY: And you got three
parties. | wll -- 1"11 defer to ny coll eagues.
l'"mnot really sure. | mean, | would --

HEARI NG EXAM NER: Sonme opi ni on.

MR. HOLLI DAY: So one opinion would
be four weeks.

HEARI NG EXAM NER: A nonth. Okay.
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And you, Ms. Bradfute?

MS. BRADFUTE: A nonth woul d be
reasonabl e, given the week of Thanksgiving --

HEARI NG EXAM NER: Okay.

MS. BRADFUTE: -- is in that tinme
peri od.

HEARI NG EXAM NER: Ckay. All right.
So one nonth?

Okay. M. Feldewert, | know you don't
even want to draft these, but since |I'm asking you
to, how long would it take?

MR. FELDEWERT: So we're talking a
nmont h from November 11th?

HEARI NG EXAM NER:  We are tal king
about a nmonth from Novenber 25t h.

MR. FELDEWERT: Novenber 25th. Oh,
good. Okay. Because, | nean, that's going to be
t ough.

So we could make it due Christmas Day?

HEARI NG EXAM NER: Yes. No, the day
before, Christms Eve.

MR. FELDEWERT: Oh. So that would be
Monday, Decenber 23rd, is what you're thinking?

HEARI NG EXAM NER: That's fine, yes.

MR. FELDEWERT: Does that work?

Page 332

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



© 00 N oo o b~ W N P

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

HEARI NG EXAM NER: That works for us,
yes.

MR. FELDEWERT: Okay.

HEARI NG EXAM NER: Okay. Freya, are
you with us?

No, | guess you're not.

Ckay. Madia, do we sent out a notice when
transcript cones in? |Is that what we do? O do we
just upload it to the case file?

MS. CORRAL: M. Hearing Exam ner,
"' m not sure, to be honest.

HEARI NG EXAM NER: Okay. All right.

MS. CORRAL: |If you want us to send a
notice, |I'm happy to do so when we --

HEARI NG EXAM NER: That's fi ne.

MS. CORRAL: -- get the transcript.

HEARI NG EXAM NER: | think that's
what we do. | think we upload it so the parties can
just start |ooking at the -- at the case file.

We al so need to tal k about anmended exhi bit
packets. \When do the --

M. Holliday, what is the deadline --
woul d Novenber 25th work for you? | think that
makes sense.

MR. HOLLI DAY: Yes, it does.
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HEARI NG EXAM NER: Does that work for
you? That gives everyone plenty of tine.
So we have exhibit packets due
Novenber 25th. That's when the transcript will come
in. The hearing clerk will clean up the record and
renove the old exhibit packets. And then I'll take
a | ook at those exhibit packets to make sure that
they're in order as well. Please put a cover
l etter.
|'s there anything further from anyone
bef ore we go off the record?
MR. McCLURE: M. Hearing Exam ner --
HEARI NG EXAM NER: Yes, M. MClure.

MR. McCLURE: -- we got the |ist
of --

HEARI NG EXAM NER:  Ah, you have
some --

MR. McCLURE: We have the |ist of
requests.

HEARI NG EXAM NER: Yes. Yes, yes,
yes. Your list of wants. \What are they, sir?
MR. McCLURE: | guess the fastest and
easi est one would be for Matador --
M. Feldewert, | assume you're stil

t here?
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MR. FELDEWERT: Yes, sSir.

MR. McCLURE: | think the only thing
| was | ooking at for Matador was a table and a map
of the wells for Matador's Exhibit C-6.

MR. FELDEWERT: Got it.

MR. McCLURE: And in addition to
that, if |I could also be provided by email that |ist
I n an Excel format?

MR. FELDEWERT: You're tal king about
the list, right?

MR. McCLURE: Yes. Not the map, | ust
the --

MR. FELDEWERT: Yeah.

MR. McCLURE: -- list of them so |
can grab all the APl nunbers.

MR. FELDEWERT: Yep. Certainly.

MR. McCLURE: All right. Thank you,

Ci marex may be the next easiest.
Are you with nme, Ms. Bradfute?
MS. BRADFUTE: Yes, | am
MR. McCLURE: Okay. On your pooling
application checklist, we have two different
Wol f canp pool s.
MS. BRADFUTE: Okay.
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MR. McCLURE: W thin Section 33, the
pool is Airstrip Wl fcanmp. That's pool called
97 Zill.

MS. BRADFUTE: 97 -- I"msorry, can
you .

MR. McCLURE: Oh, 97 -- and then |
keep m spronouncing it, but Zill, as nil

MS. BRADFUTE: Oh, thank you,
perfect. | got it.

MR. McCLURE: And then in Section 32,
whi ch m ght have been the one you included, was EK
Wol fcanp. And that pool code was 2167 zill

MS. BRADFUTE: Thank you.

MR. McCLURE: |In addition to that,
you have a notice spreadsheet, however, it does not
i nclude the certified tracking nunbers. Instead it
seens that you copied -- you scanned all the
di fferent green cards.

MS. BRADFUTE: Yes.

MR. McCLURE: |If we could resubmt
t hat tracking spreadsheet and include the certified
nunmbers within the spreadsheet, that would
definitely be ideal.

MS. BRADFUTE: Okay.

MR. McCLURE: And then in addition to
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that, just a list of the wells used in the study

in -- | believe it's Cimarex's rebutt al

MS. BRADFUTE: Great.

MR. McCLURE: Okay. Thank you,

m' am

M. Holliday, for Avant is a little bit

thicker of a list here. Are you with ne, sir?
MR. HOLLI DAY: | am
MR. McCLURE: | don't know if you
recall that -- the specific testinony, but

essentially we're | ooking at nore specifics for the

all ocati on net hod. If we could submt

speci fics about that actual cal culation and what the

nunbers are actually being that Avant is proposing.

MR. HOLLI DAY: Okay.

MR. McCLURE: Additionally, your --
Avant's certified or tract -- or notice spreadsheet,

additionally does not include the certified tracking

nunbers.

MR. HOLLI DAY: Yeah.

MR. M CLURE: I f we could add that on

you guys' as well and resubmt that.

MR. HOLLI DAY: Okay.

MR. M CLURE: And then in addition,

the notice of public -- the affidavit of publication

exhi bit.

a - -

nor e
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appears that the newspaper clipping was -- it
over |l apped or folded or something. |If we could
submt a new copy of the actual full one of that.

MR. HOLLI DAY: Wbuld you like a new
copy fromthe place where it was published?

MR. McCLURE: Well, since it's the
attorney prior to yourself, | mean, unless you have
It on -- unless you have it sonmewhere. Essentially
we just need to see the full newspaper clipping.

The current newspaper clipping is partial.

MR. HOLLI DAY: OCkay. | can get that.

MR. McCLURE: Once that Marathon
assessnment -- or Marathon's interest assessnent is
conpleted, if we can either provide a suppl enent al
or else include in your closing argunent. However
you want to provide that, it doesn't matter to ne.

MR. HOLLI DAY: Yes, sir.

MR. McCLURE: And then the |ast thing

is alist of the wells used in Avant's study. [If |
recall, there was only one study for Avant, correct?
MR. HOLLIDAY: | had -- | don't want
to get me lying on the record. |'m not sure.
MR. McCLURE: | believe that -- |
beli eve there was just the one. | know it was the

2012 to 2015 --
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MR. HOLLI DAY: True.

MR. McCLURE: -- and there was |ike
20 wells, something al ong those lines --

MR. HOLLI DAY: Sure.

MR. McCLURE: -- that was inmedi ately
to the east and southeast of the area of interest.
MR. HOLLI DAY: Okay.

MR. McCLURE: And essentially, what
" mlooking for is a list of the wells. And then
wi thin that spreadsheet, could we also include any
i nformati on that Avant has on the proppant that was
used per foot and the fluid use the per foot in
t hose conpl eti ons?

MR. HOLLI DAY: Yes, sSir.

MR. McCLURE: And additionally,
pl ease, via email provide nme with an Excel version
of that |ist.

MR. HOLLI DAY: Yes, sir.

MR. M CLURE: Thank you,
M. Holliday. That was --

Thank you, M. Hearing Exam ner. That was

all that | had on ny |ist.

MR. HOLLI DAY: Thank you.

HEARI NG EXAM NER: Thank you,
M. MClure.
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So besides the Excel spreadsheets, which,
of course, if a party sends sonmething to
M. MClure, please copy the other attorneys here.
Then we expect these asks to be part of
t he anended exhi bit packets. | have notes here to
that. We have dates. We have deadli nes.
s there anything further fromany of the
parties before we go off the record?

MR. FELDEWERT: No, sir. Thank you
for your tine.

HEARI NG EXAM NER: Thanks for hangi ng
in there. | know everyone wants to go, because the
snow i s building up.

MS. BRADFUTE: Thank you very nmuch.

HEARI NG EXAM NER:  Thank you.

MR. HOLLI DAY: Thank you, sir.
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STATE OF NEW MEXI CO
COUNTY OF BERNALI LLO
CERTI FI CATE

|, Kendra D. Tell ez, New Mexico #205 CSR, RMR,
CRR, within and for the State of New Mexico, DO HEREBY
CERTI FY that the foregoing audio transcription was
prepared from provi ded audi o, that the audi o was
reduced to typewitten transcript by Kendra Tellez
Court Reporting, Inc., A Veritext Conpany, and that
the testinony contained herein is a true and correct
transcript of the recorded proceedings, to the best of
my know edge and hearing ability. The audio was of
fair quality recording.

| FURTHER CERTI FY that | am neither enployed by
nor related to any of the parties or attorneys
recorded in this matter, and that | have no interest

in this matter.

Decenber 31, 2024 ,
tﬂ nelae *‘itcﬁ%f’

Kendra D. Tell ez, CCR #205
Li cense Expires: 12/31/2024
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