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STATE OF NEW MEXI CO

ENERGY, M NERALS, AND NATURAL RESOURCES DEPARTMENT

O L CONSERVATI ON DI VI SI ON

IN THE MATTER OF THE HEARI NG
CALLED BY THE O L CONSERVATI ON
DI VI SI ON FOR THE PURPOSE OF
CONSI DERI NG:

Case Nos. 25283, 25284

HEARI NG
DATE: Tuesday, May 27, 2025
Tl ME: 8:53 a.m
BEFORE: Heari ng Exam ner Gregory A. Chakalian
LOCATI ON: Pecos Hall, Wendell Chino Buil ding

1220 South Saint Francis Drive

Santa Fe, NM 87505
REPORTED BY: James Cogswel |
JOB NO. : 7341721
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A PPEARANCES

ON BEHALF OF PERM AN RESOURCES OPERATI NG, LLC:

DANA S. HARDY, ESQUI RE
JACLYN M. MCLEAN, ESQUI RE
Hardy McLean LLC

125 Lincoln Avenue, Suite 223
Santa Fe, NM 87501
dhardy@ardymcl ean. com

jmcl ean@hardymcl ean. com

(505) 230-4410

ON BEHALF OF MRC PERM AN COMPANY:
ADAM G. RANKI N, ESQUI RE
PAULA M. VANCE, ESQUI RE
Hol | and & Hart LLP
110 North Guadal upe Street #1
Santa Fe, NM 87501
agranki n@ol | andhart.com
pmvance@ol | andhart.com

(505) 988-4421

Page 2

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

WWWw.veritext.com



© 00 N oo o b~ W N P

N N N N NN P P PR PR R PR
g A W N P O © © N O U1 A W N PP O

APPEARANCES (Cont'd)

ON BEHALF OF COG OPERATI NG AND CONCHO Ol L & GAS:
KERI L. HATLEY, ESQUI RE (by vi deoconference)
ConocoPhillips
1048 Paseo De Peralta
Santa Fe, NM 87501
keri . hatl ey@onocophillips.com

(505) 780- 8006

ON BEHALF OF EOG RESOURCES, | NC.
JORDAN L. KESSLER, ESQUI RE
EOG Resources, |nc
125 Lincoln Ave Ste 213
Santa Fe, NM 87501
j ordan_kessl er @ogresources. com

(432) 488-6108

ON BEHALF OF POWDERHORN OPERATI NG, LLC:
BENJAM N B. HOLLI DAY, ESQUI RE
(by videoconference)
Hol | i day Energy Law Group, PC
107 Kat herine Court
San Antonio, TX 78209
ben@ heener gyl awgroup. com

(210) 469-3197
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A PPEARANTCES (Cont'd)
ALSO PRESENT:
Andrew Fordyce, Technical Exami ner
(by videoconference)

Freya Tschantz, Law Clerk
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EXHI BI TS
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Cases 25283 and 25284

Per m an:

Exhibit A

Exhi bit B

Exhi bit C

Exhi bit D
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Exhibit C
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Exhi bit A

Exhi bit B
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Exhi bit 2

Self-affirmed Statenment
Ryan Curry, Al - A10
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of Chris Cantin, Bl - BY
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Dana S. Hardy, D1 - D4
Rebuttal Land, A1l - 17
Rebuttal Engi neering Cl1
and Cl12

Self-affirmed Statenment
Cl ay Wboten, Landman
Self-affirmed Statenment
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PROCEEDI NGS

THE HEARI NG EXAM NER:  All right. Good
norning. It is May 27, 2025. It is 8:53 a.m W'l
start about seven mnutes early. Today we are
conducting a special hearing for two cases that are
obj ected to. We have case 25284/ 25283, Perm an
Operating, LLC. May | have entries of appearance
pl ease?

M5. HARDY: Good norning, M. Exam ner.
Dana Hardy and Jaclyn McLean with Hardy MLean on
behal f of Perm an Resources QOperator.

THE HEARI NG EXAM NER:  Good nor ni ng.

MR. RANKI N: Good nor ni ng,
M. Examiner. My it please The Division, Adam Rankin
with the Santa Fe office of Holland & Hart today wth
nmy col | eague, Paul a Vance, on behalf of Matador, MRC
Prem um Conpany.

THE HEARI NG EXAM NER: Thank you. In
the i mging --

MR. HOLLI DAY: Excuse ne. |'msorry.

THE HEARI NG EXAM NER:  Ch,
M. Holliday?

MR. HOLLI DAY: Yes. Ben Holliday on
behal f of Powderhorn Resources Operator.

THE HEARI NG EXAM NER: Did you say
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Powder hor n?

MR. HOLLI DAY: Yes, sir.

THE HEARI NG EXAM NER: Thank you. And
what's your positioning during this hearing?

MR. HOLLI DAY: We are not taking a

position. Just observing.

THE HEARI NG EXAM NER:  You're
observing? Okay. So by the way, if you do have a
guestion for a witness, will you do ne a favor and

rai se your hand so | can see it on the screen?

MR. HOLLI DAY: Yes, sir.

THE HEARI NG EXAM NER:  Thank you.

Ms. Hatley?
MS. HATLEY: Good norni ng,

M. Examner. Keri Hatley entering an appearance on
behal f of COG Operating and Concho G| & Gas.
THE HEARI NG EXAM NER:  And your

position?

MS. HATLEY: Just nonitoring.
THE HEARI NG EXAM NER: Thank you.

Again, if you have a question, just raise your hand.

MS. HATLEY: Thank you.
THE HEARI NG EXAM NER: Al |
Thank you.

Let's start with Perm an.

right.

What
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exhi bits have you filed?

Oh, there's nore?

MS. KESSLER: Excuse ne, M. Exam ner.
| apol ogi ze. Jordan Kessler, EOG resources. And we
w |l be entering an appearance today nonitoring the
case, but also ensuring that our position renains
neutral. Thank you.

THE HEARI NG EXAM NER: Great. Thank
you. Are there any other entries of appearance before
| begin? And today we have M. Andrew Fordyce as our
Techni cal Exam ner.

M. Fordyce, are you ready to proceed?

MR. FORDYCE: Yes, M. Exam ner.

THE HEARI NG EXAM NER:  Ckay. Did you
have anything you wanted to say before we get started?

MR. FORDYCE: No, sir.

THE HEARI NG EXAM NER: Ckay. And |
know you saw that there were sone rebuttal exhibits,
so we're going to tal k about the exhibits now with the
parties.

Let me start. Ms. Hardy, | see your
m crophone is on, so you're going to speak to the
exhi bits?

MS. HARDY: Yes.

THE HEARI NG EXAM NER: \What have you
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filed?

MS. HARDY: We filed in both cases
timely | ast week under the hearing order deadline.

Qur exhibits, which include the Self-affirned
Statenent of Ryan Curry, and that is Exhibit A wth
Sub- Exhi bits Al through A10. Exhibit Bis the Self-
affirmed Statenent of our geologist, Chris Cantin, and
he has Exhibit B and Bl through B7.

And then our reservoir engineer i s Sam
Ham | t on, and he has Exhibit C with Sub-Exhibits Cl
t hrough C10. And then our Notice Exhibits are Exhibit
D and Sub- Exhibits D1 through D4. And we have filed
that sanme set of exhibits in each case.

And then we submtted on Monday by
noon, which was our agreenent with M. Rankin, our
rebuttal exhibits.

(Perm an Exhibit A through Exhibit D

were marked for identification.)

(Perm an Rebuttal Exhibit A and

Exhi bit C were marked for

I dentification.)

THE HEARI NG EXAM NER:  Well, let ne
find your rebuttal exhibits. | think |I have them
her e.

M5. HARDY: And | think they are in the
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| magi ng system as of now.

THE HEARI NG EXAM NER:  Permi an. | see
Perm an Rebuttals. | see them It is a ten page
docunent ?

M5. HARDY: Yes. |It's exhibits --

THE HEARI NG EXAM NER: Ckay. So of the
W t nesses that you naned, who is here today in person?

M5. HARDY: All three of themare here
I n person.

THE HEARI NG EXAM NER: All three?

MS. HARDY: Yes.

THE HEARI NG EXAM NER: Have they -- |
recogni ze sone of the nanmes. Have all of them been
previously qualified as experts in their field?

M5. HARDY: They have.

THE HEARI NG EXAM NER: By this
Di vi si on?

MS. HARDY: Yes.

THE HEARI NG EXAM NER:  Thank you.

Okay.

M. Rankin, Ms. Vance, |'mnot sure
who' s speaki ng?

MR. RANKIN: Good norning, M. Hearing
Oficer. 1'lIl be taking the | ead on this case.

THE HEARI NG EXAM NER:  Ckay.
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MR. RANKIN: Ms. Vance wi |l be hel ping
as well. M. Hearing Oficer, in this case, we filed
the set of exhibits |ast week. They're Matador
Exhibits A, B, and C, which are the Affidavits or
Self-affirmed Statenents of M. Clay Woten, one
nmoment, M. Andrew Parker, and M. Tanner Schul z.

THE HEARI NG EXAM NER: | see them And
t hen you don't have notice, do you?

MR. RANKIN: We have no notice because
we did not file conpeting application. WMtador, in
this case, is seeking a devel opnent plan. It's
proposed a devel opnent plan that does not require
pooling. In this case, it's subject to a 1964 joint
operating agreenment. And so we did not file conpeting
appl i cati ons.

We also filed by noon yesterday
Rebuttal Exhibits. There are MRC Rebuttal Exhibit 1,
2, and 3.

(MRC Exhibit A, Exhibit B, and

Exhi bit C were marked for

I dentification.)

(MRC Rebuttal Exhibit 1, Exhibit 2, and

Exhi bit 3 were marked for

i dentification.)

THE HEARI NG EXAM NER: Let ne find
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those. Hold on a m nute.

MR. RANKIN. We nmay not have filed
them submtted themto The Division just yet, but
t hey may be in process.

THE HEARI NG EXAM NER: Ckay. They nust
be in process.

Ms. Tschantz, do you happen to see
M. Rankin's Matador rebuttal s?

M5. TSCHANTZ: | do. They were filed
under a notion tag, so | didn't immediately notice
them So I'lIl accept themright now.

THE HEARI NG EXAM NER:  Thank you.

M. Rankin, are they part of a notion,
or are they just exhibits?

MR. RANKIN. No. They're just
rebuttals -- exhibits that were submtted for filing.

THE HEARI NG EXAM NER: And Ms. Hardy,
have you seen the rebuttal exhibits that M. Rankin
filed?

MS. HARDY: Yes, | have.

THE HEARI NG EXAM NER: Ckay. Great.

And M. Rankin, have you seen the
rebuttal exhibits that Ms. Hardy filed?

MR. RANKIN: | have.

THE HEARI NG EXAM NER: Ckay. Good.

Page 15

Veritext Lega Solutions

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




© 00 N oo o b~ wWw N

O T N R R N T
o A~ W N P O © 00 N O 0o M W N +—, O

Okay. Let's -- we'll deal with opening statenents in
just a nonment, M. Rankin. But what | canme to you for
is to decide whether or not you will stipulate to the
adm ssion of Perm an's exhibits, both the direct

exhi bits and the rebuttal exhibits?

MR. RANKIN: No objection to the
subm ssion of those exhibits into the record.

THE HEARI NG EXAM NER: Ckay. Thank
you.

So, M. Court Reporter, Perman's
direct and rebuttal exhibits are all adm tted through
stipulation. Ckay.

(Perm an Exhibit A through Exhibit D

were received into evidence.)

(Perm an Rebuttal Exhibit A and

Exhi bit C were received into evidence.)

THE HEARI NG EXAM NER: Now, Ms. Hardy,
|"mcomng to you for the same purpose. Have you
seen -- you said yes. So will you stipulate to the
adm ssion to evidence of M. Rankin's Matador
exhi bits?

M5. HARDY: | will stipulate to the
adm ssion of the direct testinony and exhibits. |
can't tell exactly fromthe rebuttal exhibits what

they are or how they'll be used, | speculate. So |'d
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li ke to see those or how they're going to be used and
what exactly they are before | stipulate to their

adm ssion. | don't anticipate objecting, but it's not
clear to ne at this point.

THE HEARI NG EXAM NER:  Ckay.

M. Rankin -- well, so are you saying then, M. Hardy,
that that -- do you have a question for M. Rankin, or
do you just want to see how these play out during the
testi nony?

MS. HARDY: 1'd like to see how the
rebuttal exhibits play out during the testinony.

THE HEARI NG EXAM NER:  Ckay.

So M. Rankin, your direct exhibits are
all adm tted through stipulation, but your rebuttal
exhi bits have not yet been admtted into evidence.

(MRC Exhibit A, Exhibit B, and

Exhibit C were received into evidence.)

MR RANKIN:  Okay.

THE HEARI NG EXAM NER:  Ckay. VWi ch
party wants -- | -- well, | think, Ms. Hardy, it's
your burden here of persuasion. So |I'mgoing to ask
you to go first; present your case first. Do you have
a problemw th your witnesses presenting both their
direct and their rebuttal testinony at the sanme tine

when they are on the wtness stand?
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MS. HARDY: | do not. | would like to

reserve the right in case Matador brings up any new

I ssues that we haven't addressed to recall w tnesses

I f necessary after they --

THE HEARI NG EXAM NER:
that right,
me. You al ways have that right.

Ckay.

THE HEARI NG EXAM NER

MS. HARDY:

Ranki n.

Okay.

you, M.
So Ms. Hardy,

so you don't even need to reserve it with

Thank you.

You al ways have

And sane with

l et's get your

three w tnesses sworn i n,

and then ']

go to you for

an openi ng statenent,

and then you can call your

W tnesses in any know whatever you want. Okay. So

l et's get -- okay.

M. Curry, M. Cantin, and

M. Hamlton, will you all conme up to the wtness

stand, please? And would soneone turn on that

m crophone? |It's the button on the right. It'l

light up green. That's when it's on. (Okay. So would
each one of you in turn state and spell your nane
before | swear you in?
MR. CURRY: Ryan Curry, R-Y-A-N
CURRY.
MR. HAM LTON: Sam Ham | ton, S-A-M
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HAMI-L-T-ON.

MR. CANTIN:. Chris Cantin, CHR-1-S
CA-NT-1-N.

THE HEARI NG EXAM NER:  Woul d you pl ease
rai se your right hands?

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

MJULTI PLE SPEAKERS: | do.

THE HEARI NG EXAM NER: Thank you. Let
the record reflect that all three affirmed. OCkay.

Pl ease be seated. Thank you.

Ms. Hardy?

MS. HARDY: Thank you.

THE HEARI NG EXAM NER:  Openi ng
st at enent ?

M5. HARDY: Sure. And good norning.
May it please The Division, in these cases, Perm an
Resources seeks to fully devel op the Bone Spring
formati on underlying the south half equival ent of
I rregular Section 7 and Section 8, Township 20 sout h,
Range 27 east, in Eddy County.

And the units will be dedicated to the
Fiero 7 Fed Com 133 H well and the Fiero 7 Fed Com 134

H wel |. In these cases, Perm an Resources controls
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approxi mately 86 percent of the working interest in
Its proposed spacing unit, while Matador owns | ess
than 8 percent of the working interest in Perm an
Resource's proposed units.

Perm an Resources has actively pursued
Its devel opnment plan for this acreage and has been
working with the BLM since May of 2024. They have
subm tted APDs, obtained NEPA approval, conducted an
onsite for the surface |ocations, and submtted well
pad and central tank battery plans.

And in contrast, Matador has not taken
any action to develop its bridge in the southeast
gquarter of Section 8 or the southwest quarter of
Section 9 despite having owned it for many years.

Perm an Resources has | ease
expirations. These are fee |eases, and so it needs to
commence devel opnent and produce the wells by June of
2025 in order to maintain the leases. And if it's not
able to do that, it will |ose those fee | eases. So
time is of the essence here.

Perm an Resources has oil, gas, and
wat er takeaway agreenents in place, and is ready to
commence surface operations as soon as the BLM
approves its APDs. Perm an Resources has successful

devel opnents in this area, and currently operates siXx
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Bone Spring wells in the adjacent spacing unit.

And |'msorry. | think |I m sspoke. |
meant to say June 2026, not June 2025. June 2025
woul d definitely be a problem Need a little nore
time than that.

So Perm an Resources, because of their
surface facilities and m dstream arrangenents, wll be
able to mnimze surface disturbance by creating new
facilities and flow |ines at |locations that join
exi sting batteries and operations. So these surface
operations will prevent surface, environnental, and
econom c waste.

Perm an Resources has diligently
negoti ated with Matador in good faith. Matador
requested, and has requested in its testinony, that
Perm an Resources nove the surface |ocations for these
wells to Section 7, but Perm an Resources is unable to
do that because of karsting that underlies the acreage
and makes it unsafe and not possible to surface the
wells fromthe west.

So the only option here for Perm an
Resources is to surface the wells fromthe east as it
has proposed. Matador's main argunent here is that it
owns a JOA, or is the designated operator under a JOA,

from 1964 for its proposed acreage. However, Perm an
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Resources will explain in our exhibits show that a
majority of the parties to that JOA have actually
executed and signed Perm an Resources conpete JOA for
Its acreage.

So based on the superseding JOA t hat
the parties have agreed on, Matador no |onger controls
100 percent of the interest for its acreage under the
JOA. Matador has also disregarded his JOA in other
situations. It has drilled a well, the Turner well,
which we'll tal k about, that includes acreage within
and outside of the JOA

So they are agreeing to superseding
JOAs for developnents in this area. They have al so
di scussed devel opnents in their testinony, that we
will point out, that also would require superseding
JOAs because the JOA acreage they currently have does
not enconpass all of their proposed devel opnents.

So superseding JOAs are going to happen
here, and that's what the parties have agreed to with
respect to Perm an's acreage. And that's a common
occurrence, especially here where this JOAis from
1964, and it does not contenplate horizontal
devel opment. So it doesn't include any of the
provi sions that you would see in a JOA today for

hori zontal devel opnent.
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Soit's --

THE HEARI NG EXAM NER: | got it.

M5. HARDY: -- especially critical that
It be superseded. And Matador has not provided any
reason that it can't surface its wells as Perm an
Resources has proposed. We will show in our exhibits,
and Matador's exhibits also show that there is an
unl eased federal tract in the -- | want to make sure |
get this right. 1It's in the southwest quarter of the
sout heast quarter of Section 9.

And Mat ador does not propose currently
to develop that tract, and it would be stranded by
their plan because of the binding devel opnent that's
on the east side. So Perm an Resources will show t hat
Mat ador' s devel opnent woul d be nore efficient and
effective and nore cost effective if it would wait and
| ease that federal tract and then include it inits
devel opnent .

And Mat ador's not provided any reason
that it cannot do that. And they don't say whet her
t hey have nom nated the | ease, but it wll be wasted
acreage if it's not devel oped.

THE HEARI NG EXAM NER: But that's in
Section 9?

MS. HARDY: Yes.
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THE HEARI NG EXAM NER: And you're not
proposi ng to devel op Section 9? You're proposing to
devel op seven and ei ght?

M5. HARDY: That's right. But
Mat ador' s devel opnent shoul d i nclude that acreage.

THE HEARI NG EXAM NER:  Shoul d?

MS. HARDY: It shoul d.

THE HEARI NG EXAM NER:  Ckay.

M5. HARDY: They're not proposing to
include it, but it should be included.

THE HEARI NG EXAM NER:  Okay.

M5. HARDY: And that is also true of
the acreage that is in the east half of the east half
of the southeast quarter of that Section 9 also. They
haven't provi ded any reasons they can't devel op that.
So that would al so be wasted acreage if they did not
include it in their devel opnment due to the surroundi ng
devel opnent .

So the plan that nmakes the npbst sense
here is for Perm an Resources -- and it's also the
pl an that prevents waste, protects relative rights, be
for Perm an Resource to develop its acreage as it has
proposed, and for Matador to develop its acreage as
Perm an Resources has proposed that it do so because

t hat woul d prevent waste in that southeast border of
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Section 9.

So with that, we would request our
appl i cation be approved.

THE HEARI NG EXAM NER:  Thank you,

Ms. Hardy. So if I"'mnot m staken, what | heard
during your opening was that the key issue from your
perspective here was that Mtador wanted you to
devel op your wells in a different |ocation than where
you want to devel op your wells.

MS. HARDY: Correct.

THE HEARI NG EXAM NER: That's the key
| ssue?

M5. HARDY: That's the key issue.

THE HEARI NG EXAM NER: The key issue?

MS. HARDY: Yes.

THE HEARI NG EXAM NER:  Ckay.

M. Rankin, do you want to give your
openi ng now, or do you want to wait until the
begi nni ng of your case?

MR. RANKI N: M. Hearing Oficer, I
think I may wait until the beginning of our case as |
may be able to adjust or focus ny opening nore
appropriately.

THE HEARI NG EXAM NER:  Ckay. Thank

you.
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Ms. Hardy, did you want to call your
first witness?

M5. HARDY: Yes. M. Hearing Exam ner,
our first witness is M. Ryan Curry.

THE HEARI NG EXAM NER: M. Curry, |
rem nd you you' re under oath. Please press the button
on the m crophone so we can hear you, and try to stay
close to the m crophone when you speak.

And M. Curry, before Ms. Hardy begins
her exam you have been qualified as an expert in what
before this Division?

THE W TNESS: Petrol eum | and.

THE HEARI NG EXAM NER: Land you sai d?

THE W TNESS: Yes.

THE HEARI NG EXAM NER:  Ckay. Thank
you.

DI RECT EXAM NATI ON
BY MS. HARDY:

M5. HARDY: Good norning, M. Curry.

MR. CURRY: Mbrning.

M5. HARDY: Can you pl ease state your
full name for the record?

MR. CURRY: Yes. Ryan Curry.

M5. HARDY: By whom are you enpl oyed

and in what capacity?
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MR. CURRY: Enployed as -- by Perm an
Resources as a senior |andman.

M5. HARDY: And you've just testified
t hat you' ve been previously recognized as an expert in
Petrol eum Land matters before The Division; is that
correct?

MR. CURRY: Yes, that is correct.

M5. HARDY: And have you provided a
copy of your resune as well?

MR. CURRY: | have those included as
Exhi bit Al.

M5. HARDY: And M. Exam ner, just to
confirm it sounds like M. Curry's recogni zed as an
expert in petroleum --

THE HEARI NG EXAM NER: Al l of your
wi t nesses have been accepted in the fields that they
have previously been qualified for by this Division.

MS. HARDY: Thank you.

And M. Curry, have you provided direct
testinmony in exhibits in this case?

MR. CURRY: Yes.

M5. HARDY: And have those docunents
been marked as Exhibit A and Sub- Exhibits Al through
A107?

MR. CURRY: Yes, that is correct.
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M5. HARDY: And are they true and
correct?

MR. CURRY: Yes.

M5. HARDY: Okay. Let's briefly
di scuss sonme of your exhibits, and | can pull them up
here. And I'll be brief here because your testinony
is in the record as it's been submtted.

So l'd like to |look at your Exhibit A5. And

does this provide the tract ownership informtion?

MR. CURRY: Yes, it does.

M5. HARDY: Ckay. And you've
identified the fee | eases?

MR. CURRY: Yes, that is correct.

MS. HARDY: And here you' re show ng the
i nterest of the parties, and the parties that are
bei ng pool ed; correct?

MR. CURRY: Yes, that is correct.

M5. HARDY: And let's | ook at your
Exhibit A6. I|I'msorry for scrolling but | -- easiest
way for me to do it. And can you explain what's shown
on your Exhibit A6?

MR. CURRY: Yes. So Exhibit A6 is done
on a unit recapitulation basis and shows Perm an's
ownership as well as a voluntary joi nder we have

obtained in the spacing unit for our Rose Vera [ph]
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wel | s.

MS. HARDY: And what are the
per cent ages of voluntary joinder?

MR. CURRY: Yes. |t shows we have an
86 percent voluntary joinder in our proposed spacing
units.

MS. HARDY: And does Perm an Resources
own or control and interest in every tract it seeks to
pool ?

MR. CURRY: Yes, they do.

M5. HARDY: Let's |look at your Exhibit
A7. Can you explain what this shows?

MR. CURRY: Yes. So Exhibit A7 shows
t he extensive work that Perm an Resources has
conducted in order to develop our Fiero unit, and al
the steps we've taken froma surface and regul atory
and pl anning standpoint in order to build the Fiero
unit dating back from May of 2024 until February of
this year.

MS. HARDY: And his PR, Perm an
Resources, worked extensively with the BLMto devel op
this acreage?

MR. CURRY: Yes. W have done all the
necessary work with the BLMto be able to submt for

APDs.
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M5. HARDY: And those APDs were
submtted in January of 20257

MR. CURRY: That is correct.

M5. HARDY: And does Perm an Resources
have timng constraints on its devel opnent ?

MR. CURRY: Yes. W do have timng
constraints on our devel opnents. W have a few | eases
that are expiring in June of 2026 that require us to
have production established by June of 2026 due to the
strenuous and conti nuous devel opnment cl auses cont ai ned
in those | eases.

M5. HARDY: Okay. And if Perm an
Resource is unable to produce its wells by June of
2026, will it lose those fee | eases?

MR. CURRY: Yes. Those |eases wll
expire

M5. HARDY: And let's |ook at your
Exhibit A9, which is your Comunications Summary. And
have you had extensive comruni cati ons with Matador
regardi ng this devel opnent ?

MR. CURRY: Yes. W have had very
ext ensi ve communi cations with Matador regarding this
devel opnent .

M5. HARDY: Has Matador requested that

Perm an Resources flip the surface |ocations to
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surface fromthe west?

MR. CURRY: Yes, they have.

MS5. HARDY: And is Perm an Resources
able to do that?

MR. CURRY: No. After nunerous
attenpts to surface fromthe west and appease
Mat ador's wi shes, we are not able to surface fromthe
west .

M5. HARDY: And why is that?

MR. CURRY: Because the occurrence of
karsting in the west half of the southwest of Section
7.

MS5. HARDY: And what does the karsting
do that prevents using surfacing there?

MR. CURRY: Yeah. So it prevents the
risk of surface collapse, as well as danger to our
operations and the people that are out on the path.

If the -- the airfield void causes instability in the
surface, there's a high potential that the surface
coul d col |l apse and cause a danger to our enployees, as
wel | as potential environnmental dangers.

M5. HARDY: And let's |ook at your
Exhi bit A10. Can you explain what this shows?

MR. CURRY: Yes. So Exhibit A10 shows

t he unl eased federal tract |ocated in the southwest to
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sout heast of Section 9, as well as a tract that wl|
be stranded in the southeast southeast of Section 9 if
t he sout hwest of southeast is not devel oped with -- or
I's not |eased prior to devel opnent Section 9.

It also identifies the offset devel opnent
projects in relation to the proposed Becky and Fiero
units.

M5. HARDY: And Matador's devel opnent
as it's proposed, would it strand this acreage that
you' ve shown here?

MR. CURRY: Yes, that is correct.

M5. HARDY: And what's your
under st andi ng of Matador's position in these cases?

MR. CURRY: My understandi ng of
Mat ador's position in these cases is that they seek to
operate under their 1964 JOA.

M5. HARDY: And is Matador naking
al l egations that Perm an Resource's devel opnent could
strand acreage?

MR. CURRY: Yes, that is correct.

M5. HARDY: And do you agree with
either of those positions?

MR. CURRY: | do not agree with the
assunmpti on of the south half of the southwest of

Section 9 would be stranded on the basis of surface
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| ssues or the unleased federal tract.

M5. HARDY: And have you provided
rebuttal exhibits in this case?

MR. CURRY: | have.

M5. HARDY: COkay. Let nme pull those
up. And can you explain what's shown here on your
Rebuttal Exhibit A11? And | just nessed that up, so
we'll nmove on. There we go.

MR. CURRY: Yes. So Exhibit All is
ki nd of an overview and a history of the 1964 JOA t hat
MRC is claimng to operate under.

M5. HARDY: And what does your tineline
here show?

MR. CURRY: Yes. It shows this is an
i ncredi bly dated old | egacy JOA that was not intended
for horizontal involvenents. It also shows that the
last time a well was drilled under this JOA was 61
years ago. It shows that no production has been -- or
t here has been no production under the JOA for a
period of 32 years. It shows that there's been 24
years since any operations have been conducted subject
to this JOA, and it also shows that there's been a
period of ten years since MRC becane the default
operator of this JOA in which they've taken no actions

as an operator.
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M5. HARDY: And does MRC currently
operate a well that has a spacing unit that's
conprised of the 1964 JOA | ands and | ands outsi de of
the JOA?

MR. CURRY: Yes, that is correct. The
Turner 7 Federal Deep nunmber one, which is probation
unit on north half of Section 7, Township 20, south
range 27 east, is based on the north half. However ,
the JOA plans for the 1964 JOA do not include the west
hal f of the northeast quarter of Section 7, and -- and
Mat ador superseded the 1964 JOA in order to operate
this well in 2000.

M5. HARDY: Ckay. And then you have a
statenment here at the bottom of the exhibit regarding
t he proposed devel opnent areas for Matador's Jim M nor
and the Ri k Schenck devel opnment ?

MR. CURRY: Yes. And those plans would
al so include the 1964 JOA lines, as well as |ands that
are not subject to the 1964 JOA. Vhich in which it
shows that Matador currently operates wells that
supersede this JOA and continue -- and plan to
continue supersede this JOA with their future plan
devel opnent s.

M5. HARDY: And is it common for

parties to agree to supersedi ng JOAs?
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MR. CURRY: Yes. It is conmmon,
especially with older JOAs that were not intended for
hori zontal devel opnent.

M5. HARDY: And just to make sure it's
clear, so Matador has agreed already to supersede this
JOA with respect to other devel opnents?

MR. CURRY: That is correct.

M5. HARDY: And is it correct that
Mat ador has not drilled any wells that are subject to
this 1964 JOA?

MR. CURRY: Correct. Fromthe time
t hat they were nanmed operator, they have not drilled
any wells it this JOA

M5. HARDY: And let's | ook at your
Rebuttal Exhibit Al2. Can you explain what you are
show ng here?

MR. CURRY: Yes. So this is the
rebuttal to Matador's claimthat they want to operate
under the 1964 JOA for their proposed Becky
devel opnents. And it shows a confliction in Matador's
current operating practices, as well as their future
pl anned operating practices that go against this
ar gunment .

It shows the spacing unit for the Turner 7

Federal Deep superseded the 1964 JOA, and it also
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shows that their planned R k Schenck and planned Jim
M nor JOA -- or devel oped plans would al so require

Mat ador to supersede this JOA, which is in -- in a
contradiction to their claimthat they want to devel op
under the 1964 JOA for their proposed Becky unit.

M5. HARDY: And is that what you're
detailing here in your statenments at the bottom of the
exhi bit?

MR. CURRY: Yes, that is correct.

M5. HARDY: Let's |look at your Rebuttal
Exhi bit A13. Can you explain what is show ng here?

MR. CURRY: Yes. So this shows the
parties that have superseded Matador's 1964 JOA and
signed Perm an Resources Fiero JOA, and it shows the
majority of the parties have superseded Matador's 1964
JOA and joined in on -- the Fiero JOA

It also shows the contractual ownership and
t he sout heast of Section 8, which is the overlap
bet ween the proposed Becky devel opnents and the Fiero
devel opnents, and shows that they're virtually
I dentical and including 1 percent of each other in the
overl ap.

MS5. HARDY: Okay. So in the disputed
acreage, which is the area of overlap, Mtador and

Per m an Resources control approxinmately the sane
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anmount ?

MR. CURRY: Yes, that is correct.

MS. HARDY: And it | ooks like there are
about 19 parties?

MR. CURRY: Yes.

MS5. HARDY: Under the 1964 JOA?

MR. CURRY: Yes, that's correct.

M5. HARDY: Okay. And how many have
signed onto Perm an Resource's supersedi ng JOA?

MR. CURRY: That would be 12 of the 19.

THE HEARI NG EXAM NER: Ms. Hardy?

MS. HARDY: Yes?

THE HEARI NG EXAM NER: And maybe it's a
silly question, but I my be the only one who doesn't
understand this in the room But why does Matador's
super sedi ng devel opnents since 1964, why does that
strengt hen your case?

MS5. HARDY: Because Matador is taking
the position that it's entitled to develop its 1964
JOA acreage, and that it controls 100 percent of the
interest. And the fact is that Matador itself is
agreeing to supersede that JOA for various
devel opnent s.

THE HEARI NG EXAM NER:  Ckay. Thank

you.
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M5. HARDY: M. Curry, can you explain
what is shown here on your Rebuttal Exhibit Al14?

MR. CURRY: Yes. So ny Rebuttal
Exhi bit Al4 addresses the assunptions in Matador's
testinony that the sout hwest of the sout heast of
Section 9 would not be |l eased, and it shows two
things. The first is that in their planned Rik
Schenck devel opnents, they intend to devel op unl eased
federal lands |ocated in the northwest quarter and the
nort hwest and the northeast quarter of Section 4.

Those |l ands are currently unleased m nerals
wth the BLM And in order for those devel opnent to
happen, they would -- those m nerals would have to be
| eased, which is in contradiction to the assunptions
they've nmade in their testinony.

And it also shows the BLM has | eased a total
of six tracts in the direct area covering 640 acres.
So the BLMis actively leasing mnerals in this area,
whi ch al so cuts against their assunptions and their
testinony that this tract would never be |eased.

M5. HARDY: Ckay. And why is that
| nportant?

MR. CURRY: | believe it discredits the
assunmpti ons and shows the great |engths that they went

to in order to provide the testinony they did and the
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strengths of their case and the assunptions that are
unrealistic and agai nst the current operating
practices, as well as the practices BLM

M5. HARDY: And going back for just a
m nute to your JOA exhibits, and we've tal ked about
the ownership interest and the parties who' ve signed
on to Perm an Resource's JOA and Mat ador's agreenents
to supersede the JOA, what's, basically, the takeaway
fromthose exhibits?

MR. CURRY: The takeaway is that, you
know, Matador no | onger controls 100 percent of the
parties, and that the -- the majority of those parties
have agreed to supersede and replace their 1964 JOA
with our JOA

M5. HARDY: And here on your Exhibit
Al4 where you're showi ng the stranded acreage -- and |
just want to be sure it's clear for the record that
this bright pink square near the Becky devel opnent it
I's unl eased. Matador does not propose to devel op
t hat ?

MR. CURRY: No, they do not.

M5. HARDY: And have they provided any
reason that they can't develop that?

MR. CURRY: They did not.

M5. HARDY: Okay. And if they do not
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develop it, would it be stranded?

MR. CURRY: Yes. It would be stranded
due to the devel opnent plans to the north, east,
sout h, and west.

M5. HARDY: And Mewbourne has a
devel opnent that's imediately to the west?

MR. CURRY: Yes.

MS. HARDY: East; right?

MR. CURRY: Yes. To the east is
Mewbour ne' s Shar k Week devel opnment, which has been
pool ed, and an order has been issued granting the
station unit to the east.

M5. HARDY: And M. Curry, let's | ook
at your Rebuttal Exhibit A15. There's a ot on this
slide, so can you wal k us through it and expl ai n what
it shows?

MR. CURRY: Yes. So the -- first, the
slide is to disprove the assunptions Matador has made
in order to provide their testinony that they would be
unabl e to achieve |locations in the south half of the
sout hwest woul d be stranded if Perm an's applications
wer e granted.

It wal ks through four devel opment scenari os
with a nultitude of options that Matador coul d seek.

The first devel opment scenario, the top di agram shows
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a situation which Matador waits until the south half
of Section 9 is right for devel opnents and the federal
mnerals are | eased in the southwest of southeast of
9.

And shows the surface |ocations that woul d
be available in the east half of the southeast of
ei ght and the west half of the southwest of nine in
which they would drill a two mle or 10K U-turn wel
that is surfaced fromthe west. The next --

M5. HARDY: And -- oh, sorry. And
woul d that devel opnent option all ow Matador to produce
t he acreage that woul d ot herw se be stranded?

MR. CURRY: Yes. This devel opnent plan
contenpl ates the devel opnment of 120 acres that would
be stranded by Matador's current proposed Becky
devel opnent.

M5. HARDY: And has Matador provided in
Its testinmony in exhibits any reason that it could not
devel op the acreage in that way?

MR. CURRY: They nake the assunption
that the federal |ease would not be | eased, which we
believe to be an incorrect assunption. But there is
no fact-based assunption that that would not be able
to be devel oped.

M5. HARDY: And have they provided any
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reason that that tract would not be | eased by the BLM?

MR. CURRY: No, they have not.

M5. HARDY: Okay. And then what's
shown on your next devel opnent option here?

MR. CURRY: Yes. So devel opnent option
two al so shows that the southwest and sout heast of
Section 9 would be | eased by the BLM and provides
alternative surface |ocations |ocated in the east half
of the southeast of Section 9 or the west half of the
sout hwest of Section 10, drilling a 10K or two mle U
turn well spaced on the south half of Section 9
surface fromthe east.

M5. HARDY: Ckay. And is that,
basically -- well, that's a sim|lar devel opnment option
to the first one; it's just surfacing fromthe
opposite side?

MR. CURRY: Yes. It is neant to show
that there are nultitude of options available to
Mat ador .

M5. HARDY: Okay. And would that
option nunber two al so all ow Matador to devel op and
produce nore acreage that woul d otherw se be stranded?

MR. CURRY: Correct. That devel opnent
option would be inclusive of 120 acres that Matador

currently proposes to strand with their Becky
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devel opnment .

M5. HARDY: And simlar to the prior
option, has Matador provided any reason in its
testinmony and exhibits that it can't surface those
wel |l fronf

MR. CURRY: Yeah. To ny understanding,
Mat ador has not conducted any surface work to prove
that there is the assunption they couldn't surface in
any of these | ands.

MS5. HARDY: Okay. And then what's
shown on your devel opment option nunber three?

MR. CURRY: Yes. The devel opnent
option nunber three shows the surface |ocations that
woul d be avail able in Matador's proposed Becky unit
and option one.

It shows the northwest quarter of the
sout heast quarter, and the northeast quarter of the
sout heast quarter, as available surface, as well as
t he sout heast to southwest quarter of Section 9 and
the west half -- or excuse ne, the southwest quarter
of the southeast quarter is also additional surface
| ocati ons.

And for the purposes of Matador's assunption
that the federal |ease would never be | eased, it shows

surface | ocations under that assunption.
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M5. HARDY: Ckay. So even if that
federal tract remai ned unl eased, this option woul d
still give Matador a way to develop its acreage?

MR. CURRY: That is correct.

M5. HARDY: And then what's shown on
your fourth devel opnent option?

MR. CURRY: Yes. So option nunber four
"1l show plays in line with Matador's assunptions
that the federal lease -- or the federal mnerals
woul d not be |leased. But it goes a step further that
Mat ador i s unnecessarily stranding the northeast
quarter of the southeast quarter of Section 9 for the
sake of the JOA argunents.

And then there's not a reason they coul d not
devel op those | ands and not strand them So it shows
addi ti onal surface |ocations that would be avail abl e
In the northwest quarter of the southwest quarter of
Section 10, as well as the sanme surface |ocations that
were available in the previous plan.

M5. HARDY: And has Matador provided in
Its testinony and exhibits any reason that it could
not proceed with this devel opnment plan?

MR. CURRY: No, they have not.

M5. HARDY: And what's the inportant

takeaway fromthis slide?
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MR. CURRY: Yes. |t provides a
mul titude of surface options under various devel opnent
pl ans that would show that Matador's claimthat the
south half of the southwest woul d be stranded due to
surface is not based in any fact. And that, in fact,
woul d not be stranded to the surface | ocations.

M5. HARDY: And Matador coul d pursue
any of these devel opnent options and avoid stranding
their acreage; is that correct?

MR. CURRY: That's correct.

MS5. HARDY: And at |east two of these
devel opnent options would allow -- well, actually,
three of them would all ow Matador to devel op nore
acreage and produce nore reserves than it's currently
proposing; is that correct?

MR. CURRY: That is correct.

M5. HARDY: Because it woul d devel op --
t hese woul d give options to devel op the unl eased
federal tract and also the acreage that's --

MR. RANKIN. Cbjection to Ms. Hardy
testified.

M5. HARDY: Ckay.

THE HEARI NG EXAM NER: Sust ai ned.
Sust ai ned.

M5. HARDY: Can you give a sunmmary of
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the reasons that this would all ow Matador to produce
nore acreage?

MR. CURRY: Yes. So in all -- in the
first three scenarios, it shows that Matador is
currently avail able to devel op the northeast and
sout heast, which is being unnecessarily stranded in
Section 9.

And in the devel opnment scenari os one and two
show t hat Matador woul d be able to devel op an
additional 80 acres that would be stranded in their
current proposed devel opnent pl ans.

M5. HARDY: And to your know edge, has
Mat ador taken any action to identify surface options?

MR. CURRY: No. Not to ny know edge
and as provided in their testinony, they have not
begun the process for identifying |ocations or working
with the BLM despite owning this interest for alnost
ten years.

M5. HARDY: And what does that tell you
about their proposal ?

MR. CURRY: It tells nme that this may
not be a fully thought out project, and these
devel opnent plans that may have been just constructive
for hearing purposes.

M5. HARDY: And let's |ook at your
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Rebuttal Exhibit A16. Can you explain what this
exhi bit shows?

MR. CURRY: Yes. So this exhibit shows
how Mat ador's currently proposed Becky units would
strand 120 acres. It shows that their planned Jim
M nor devel opnent is to the north, which bounds the
120 acres. Shows Mewbourne Shark Week devel opnent is
to the east, which bounds 120 acres to the east.

To the south, it shows Perm an Resource's
drilled Bonneville welds, which bounds as acreage to
the south. And then, again, Matador's Becky proposed
devel opnent which bounds to the west and shows that
Mat ador, if allowed to develop the way that it
proposed, would strand this 120 acres indefinitely.

M5. HARDY: M. Curry, what's shown on
your Rebuttal Exhibit A17?

MR. CURRY: Yes. So Rebuttal Exhibit
Al7 is a mutually beneficial devel opnent plan that
shows Mat ador has surface |ocations that it would be
avail able on the east side of the -- the Section 9 or
the west side of Section 9. And it shows a plan that
doesn't strand any acreage.

And it goes a step further to show that
Mat ador' s devel opnent is not right. Becky is not

ri ght for devel opnents until that tract is -- is
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| eased that is currently unleased. And until it is

| eased the -- the acreage will be stranded.

M5. HARDY: And M. Curry, to sum up
your conclusions, in your opinion, will Perm an

Resource's devel opnent plan best prevent ways to

protect correlative rights?

MR. CURRY: That is correct.

M5. HARDY: And would Matador's plan

result in waste and violate Perm an Resources

correlative rights?

MR. CURRY: That is correct.

M5. HARDY: Can you pl ease summari ze

t he reasons?

MR. CURRY: Yes. Matador's
pl ans, currently with the Becky units, woul
acres of resources as they've testified to

engi neering testinony that have mle wells

uneconom c. The only way to develop this 120 acre

bl ock would be with half mle devel opnents,
shown the testinony to be uneconom c.

M5. HARDY: And what i npact

pl an, if approved, have on Perm an Resource's

devel opnent ?

MR. CURRY: G ven the current surface

| ocations, we've shown our applications or

devel opnent
d waste 120
in their

are

whi ch has

woul d their

the only
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viabl e way that we feel we can devel op our acreage.
We woul d be unable to neet the expirations of our fee
| eases, and thus result in waste of the south half of
Section 7 and the sout hwest quarter of Section 8.

M5. HARDY: And if Perm an Resources
| ost those | eases, would it lose its right to devel op
this acreage?

MR. CURRY: Yes. We would |ose our
rights to devel op this acreage.

MS. HARDY: Thank you. | have no
further questions for M. Curry.

He's avail able for cross-exam nati on.

THE HEARI NG EXAM NER: Ms. Vance or
M . Rankin, who's doing the cross-exam nation?

MR. RANKIN:. |'Il be doing it,
M. Hearing Exam ner. Thank you.

THE HEARI NG EXAM NER: Thank you.

CROSS- EXAM NATI ON

BY MR. RANKI N

MR. RANKIN. Good nmorning, M. Curry.

MR. CURRY: Good norni ng.

MR. RANKIN: |'mgoing to pick up on,
t hi nk, one of your last points, and then I'lIl |oop
back to sonme of your previous testinony. But | just

wanted to make sure | under st ood.
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Your testinony that Matador's plan as
proposed currently would viol ate Perm an Resources'
correlative rights is based on the assunption that
Perm an mght |ose two of its |eases; is that correct?
Based on | ease expiration deadlines?

MR. CURRY: That's correct.

MR. RANKIN:. Ckay. And that's -- as
you sit here, that's the only basis that you're giving
for inmpairment to Perm an Resources' correlative
ri ghts?

MR. CURRY: No. WMatador's Becky
devel opnents that would not allow us to devel op the
sout hwest quarter of -- or southeast quarter of
Section 8, which we own an interest in and have the
right to drill.

MR. RANKIN. Ckay. And so the two
reasons; one being the potential |oss of |eases, and
the other is the interest in the southwest quarter of
Section 8; correct?

MR. CURRY: That'd be the sout heast
quarter.

MR. RANKI N: Sout heast quarter of
Section 8. Sorry apol ogies. Southeast quarter of
Section 8?

MR. CURRY: Yes.
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MR. RANKIN. Ckay. And okay. 1'l]
| oop back to those, but those are the two argunents
that you're raising? That potentially Mtador's
devel opnent plan woul d i npact Perm an Resources'’
correlative rights; correct?

MR. CURRY: The other point to make is
that if our devel opnment plans are not approved as is,
we woul d be unable to devel op our acreage tinely, and
t hus the approval of -- the approval of Matador's
devel opnent plans woul d prohibit us from devel opi ng
our acreage al together.

MR. RANKIN: Right. That was the
second point; right? About the |eases?

MR. CURRY: That had to do with the
current surface options and that the surface options
we've set forth are the only viable surface options we
have.

MR. RANKIN. G eat. So are there three
reasons, then, that you're citing for inpairnment of
Perm an Resources' correlative rights?

MR. CURRY:. Currently, yes.

MR. RANKIN:. Ckay. And just so I'm
clear, again, one being the interest that it has in
t he sout heast quarter of Section 87

MR. CURRY: Yes.
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MR. RANKIN: The ot her being the
potential |oss of fee | eases given that | ease
expi rati on deadlines?

MR. CURRY: The definitive |oss. Yes.

MR. RANKIN: And then the third point
being -- can you restate the third argunent for the
I npai rment of correlative rights?

MR. CURRY:. Yes. The way that we were
pl anning to develop this acreage is the only viable
surface devel opnment that we would be able to hit our
fee | ease expirations.

MR. RANKIN: So the third point is kind
of related to the loss of the fee | eases then; right?
They're tied together.

MR. CURRY: | viewthemas two separate
arguments, but yes.

MR. RANKIN: Ckay. All right. Okay.
So I"'mgoing to just quickly share ny screen just so
we can see. | think we've got already have seen it
t hrough your testinony, but | want to make sure we're
on the sane page.

This is Matador's Exhibit A2, and it shows
Perm an's current proposed devel oped plan in green,
and then it shows Matador's and MRC s proposed Becky

devel opnent plan outlined in blue. Does that seem
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correct to you?

MR. CURRY: Yes. It does seem correct.

MR. RANKIN. Ckay. And then the
acreage that we're tal king about in conflict, or the
contested acreage here, is the southeast quarter of
Section 8, which has got the blue-green hash nmarks;
correct?

MR. CURRY: That is correct.

MR. RANKIN: Ckay. And so that's the
acreage that is overl appi ng between the two conpeting
devel opnents; correct?

MR. CURRY: That is correct.

MR. RANKIN: Ckay. All right. So then
we'll go to your Affidavit. Let's see. Sorry. So
your Affidavit, your Self-affirmed Statenment, it
covers both cases; correct? Both cases? Both
separate spacing units that Perman is seeking to pool
the north half of the south half and the south half of
the south half of Section 7 and 8; correct?

MR. CURRY: Yes.

MR. RANKIN: Ckay. And as |I'm | ooking
here at your Exhibit A5, you show this is your |and
tract map for the north half of the south half;
correct?

MR. CURRY: Yes, that is correct.
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MR. RANKIN: And the next one is -- you
have a simlar map for this that shows the south half
the south half; correct?

MR. CURRY: That is correct.

MR. RANKIN:. Ckay. And they both show
two tracts that conprise the proposed spacing units;
correct?

MR. CURRY: Yes, that is correct.

MR. RANKIN:. Ckay. And in both cases,
the west half of your proposed spacing units are all
fee; correct?

MR. CURRY: Yes, that is correct.

MR. RANKIN: Ckay. And the tract
that's overlapping that's being contested is the tract
nunmber two for both cases, that's in the mauve or
purple color; correct?

MR. CURRY: That is correct.

MR. RANKIN: Okay. And that is a
federal mneral tract; correct?

MR. CURRY: Yes. There's a federal
| ease.

MR. RANKIN: Okay. But everything to
the west of that is all fee; correct? |In both cases?

MR. CURRY: Correct. One is fee, yes.

MR. RANKI N: Both m neral and surface;
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correct?

MR. CURRY: That is not correct.

MR. RANKIN: What's the surface?

MR. CURRY: The surface in the west
hal f of Section 7 is fee; and the surface and the
remai nder of the fee tracts is federally controlled is
my under st andi ng.

MR. RANKIN: So that would be the
sout hwest quarter of Section 8 has got a Federal
element to it; is that correct?

MR. CURRY: Yes.

MR. RANKIN: Okay. So but Section 7 is
both fee mneral and fee surface; correct?

MR. CURRY: | am unsure about the north
hal f of the southeast being fee surface, but yes. The
north half of the southwest is fee surface, | believe.
| believe it may be federal in the north half of the
sout heast of seven.

MR. RANKIN. Ckay. Now, if | |ook at
your ownershi p breakdown, you've got your -- on the
next page here of your exhibit, you have the ownership
i nterest by tract; correct?

MR. CURRY: Yes.

MR. RANKIN: And for tract nunber one,

there are two parties; Perm an Resources on 75
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percent, and then another entity called PEC

Expl orati on owns the other 25 percent; correct?

MR. CURRY: On a |easehold basis, yes.

MR. RANKIN: On a what?

MR. CURRY: On a |easehold basis, yes.

MR. RANKIN: Okay. So then as |
understand that -- as to tract one, you're not seeking

to pool any parties to tract one; is that correct?

MR. CURRY: That is correct.

MR. RANKIN: Okay. And that's because
you have an agreenment with PEC Exploration for the
devel opnent of this acreage?

MR. CURRY: We have an agreenent with
PEC Devel opnent [sic] for the devel opnent of the whole
spacing unit.

MR. RANKIN. Ckay. So then |ooking at
this, then, on tract two, the only interest that
Perm an Resources owns in tract two would be the
i nterest that's assigned to Read & Stevens; is that
correct?

MR. CURRY: On a |easehold basis, yes.

MR. RANKIN: Ckay. And that's a 1.17
some odd percent interest for tract two; right?

MR. CURRY: Yes. On a contractual

ownershi p basis, that nunber is much higher. But on a
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| easehol d basis, that is correct.

MR. RANKIN. Ckay. That breaks out to
approxi mately how many net acres for that tract? Do
you know?

MR. CURRY: Be 80 acres tines 1.17, so
alittle less than one, | believe. | don't have a
cal culator with ne.

MR. RANKIN: Okay. So based on your
cal cul ati on based on this interest, on a |leasehold
basi s, Matador owns approxi mately 28 percent or so.
MRC Del aware does; is that correct?

MR. CURRY: Based on a |easehold basis
prior to the execution of JOA, yes.

MR. RANKIN:. And then if you add MRC
Perm an conpany's interest, it's still -- it's just
under 29 percent for tract two; correct?

MR. CURRY: That's correct.

MR. RANKIN: Okay. All right. And the
rest of these parties here, you would agree, are
signatories or successors in interest to the 1964 JOA;
I's that correct?

MR. CURRY: Yes, sir. Al of -- of
t hem woul d Dbe.

MR. RANKIN:. Ckay. Including Read &

St evens; correct?
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MR. CURRY: There was four parties in
the 1964 JOA. And given that it is such an old
agreenents, | do not believe any of the original
parties are listed on this exhibit. These are
successors in multiple -- in many cases, nultitude
successors with the original parties.

MR. RANKIN:. Right. | guess ny -- so
my question is, all these parties that you've
identified in tract two are either signatories or
successors in interest to the 1964 JOA, correct?

MR. CURRY: Yes, that is correct.

MR. RANKIN: And that would include
Read & Stevens; correct?

MR. CURRY: Yes.

MR. RANKIN. Ckay. So this -- again,
this tract two is the acreage that we're tal ki ng about
as being overl appi ng between the two conpeti ng
devel opment plans. And as to that tract, Read &
Stevens, on a | easehold basis, owns a little over 1
percent, whereas Matador and its entities own just
under 29 percent; agreed?

MR. CURRY: There's sone confusion.
Mat ador's repping | ower ownership in their testinony.
But fromour basis and our title, yes, this is on a

| easehol d basis prior to the execution of the JOA and
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t he owner shi p.

MR. RANKI N: Does PR, or

Resources, have a title opinion that covers the

sout heast quarter of Section 8?

MR. CURRY: That 1s correct.
MR. RANKIN: Ckay. Does the title

opi nion show that the southeast quarter

Is still subject to the 1964 JOA that Matador is the

operator of?

MR. CURRY: Yes.

MR. RANKIN. Ckay. So then if | | ook

at your pooling list here, all the parti

Perm an Resources seeking to pool are the parties

hi ghl i ghted; correct?
MR. CURRY: Yes, that is
MR. RANKIN:. Ckay. And i
up, it's approximately -- if | go back t

number two, if | add those interest up,

approxi mately 56 percent interest that you' re seeking

to pool in tract two; is that correct?
MR. CURRY: Assum ng your

are correct, yes, that's correct.

MR. RANKIN: Ckay. But you have no
reason to disagree with me if | just add up MRC

Del aware, EOG Resources, Yates, and | think you' ve

Per m an

of Section 8

es t hat

correct.
f | add those
o0 your tract

it's

cal cul ati ons
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also identified -- | think it was Lucas Properties; is
that right?

MR. CURRY: No, that's not correct.

MR. RANKIN: Oh. [|'msorry.
apol ogi ze. No, you're right. You didn't have Lucas
in there. So it's just MRC, EOG Yates, and MRC
Perm an; correct?

MR. CURRY: Yes.

MR. RANKIN. Ckay. So if you add that
up, that's just about 56 percent of the interest that
you're seeking to pool on tract two; correct?

MR. CURRY: Just assum ng those
cal cul ati ons are correct, yes.

MR. RANKIN: Okay. GOkay. Now, in the
exanpl es you gave where -- let's see if | can get to
that. Where you were tal king about there were these
situations where the parties, certain parties to the
1964 JOA, had reached a separate agreenent that
superseded the underlying 1964 JOA

You were tal king about that up here in the
Ri k Schenck area. Do you recall?

MR. CURRY: That's not correct.

MR. RANKIN:. Ckay. What area were you
t al ki ng about ?

MR. CURRY: It's talking about the
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north half of Section 7.

MR. RANKIN. Ckay. Down here in the
Tur ner devel opnent ?

MR. CURRY: Currently, yes.

MR. RANKIN: Ckay. So in that
situation where the parties reached an agreenent as to
a superseding JOA that superseding JOA included the
operator of the 1964 JOA; right? | nean, in other
words, the operator of the 1964 JOA itself agreed to a
separate superseding JOA in that instance; correct?

MR. CURRY: Can you define the entity
you're claimng as the operator under the 1964 JOA?

MR. RANKIN: Well that -- when was that
Turner superseding JOA entered into?

MR. CURRY: It would' ve been April 15th
of 2000.

MR. RANKIN: Ckay. At the tinme of that
April 15, 2000, JOA, who was the operator of the 1964
JOA?

MR. CURRY: That tinme, | believe it
woul d be Harvey E. Yates Conpany.

MR. RANKIN:. And at the tine, did
Harvey E. Yates Conpany agree to enter into the
superseding JOA that you're referring to with the

Tur ner devel opnent ?
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MR. CURRY: Yes. The operator of the
1964 agreed to supersede.

MR. RANKIN:. Ckay. So in that
I nstance, the operator of the 1964 JOA itself agreed
to supersede the operating agreenent that it was the
operator of; correct?

MR. CURRY: Yes, because it was

required to devel op.

MR. RANKIN:. Ckay. Now -- and that was

because it was required to develop, in that instance,
because there was the west half of the northeast
quarter of Section 7 was not commtted to that 1964
JOA; correct?

MR. CURRY: Yes, that's correct.

MR. RANKIN. Ckay. And | ooking at
MRC s proposed Becky devel opnent, which is outlined
here -- actually I'll go back to Matador's exhibits.
Okay.

This is Exhibit A2. Looking at Matador's

proposed Becky devel opnent outlined in blue, unlike
t he Turner devel opnent, there's no tract within the
Becky devel opnment that is excluded or not part of the
1964 JOA; correct?

MR. CURRY: That is correct.

MR. RANKIN: Okay. So unlike the
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Turner devel opnent where there was m ssing acreage, in
Mat ador' s devel opnent, there's no m ssing acreage and
everything within the Becky unit is commtted to the
1964 JOA; correct?

MR. CURRY: Can you pl ease repeat the
guestion? |'msorry.

MR. RANKIN: Yeah. Unlike the Turner
unit where there was a tract m ssing and not commtted
to the JOA, in Matador's Becky unit, there are no
tracts mssing within the proposed Becky unit;
correct? That are not subject to the 1964 JOA;
correct?

MR. CURRY: The proposed Becky
devel opments, yes. \Which are all subject to the 1964
JOA. However, that devel opnent plan, we believe, was
framed for hearing purposes because it intentionally
strands acreage.

MR. RANKIN:. So that's not ny question.
So just under the -- do you agree with ne that under
Mat ador' s proposed Becky, no acreage is m ssing from
the 1964, or not commtted to the 1964 JOA; correct?

MR. CURRY: There are interests that
have superseded or are in place of that agreenent as
t he operations of the "devs" and |lands in the

sout heast of Section 8.
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MR. RANKIN: Ckay. So unlike the
Tur ner agreenment where the operator of the 1964 JOA
itself agreed to supersede, okay, has Matador itself
agreed to supersede the 1964 operating agreenent under
which it is the operator?

MR. CURRY: They have proposed to, but
t hey have not.

MR. RANKIN: Have they proposed to with
respect to the Becky unit?

MR. CURRY: Yes. They have invited us
to supersede this JOA and drill into the Becky units.

MR. RANKIN: Okay. As to the proposed
devel opnent, has Matador proposed to supersede its --
as it's proposed on the screen, proposed to supersedes
it's 1964 JOA?

MR. CURRY: No.

MR. RANKIN: Okay. |Is it your opinion
that parties to a JOA are no |longer bound by a JOA if

they sign on to a different JOA that covers the sane

acreage?
MR. CURRY: That -- I'mnot a | awer,
but the -- the |anguage is "Supersede and repl ace."
MR. RANKIN: So in that instance, do
you -- it is your opinion that operators who sign on
to a different JOA can -- have any of those operators
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that you -- let nme, step back.

Your next slide here, | think it's Exhibit
Al3, you show on a table here a nunber of parties that
have signed on to Perm an's superseding -- what you
call the superseding JOA; is that correct?

MR. CURRY: Yes.

MR. RANKIN. Ckay. Have any of those
parties, to your know edge, attenpted to or submtted
any kind of wthdrawal or disclainmer that they're no
| onger parties to the 1964 JOA?

MR. CURRY: No. They've just signed an
agreenent that supersedes and replaces the 1964 JOA

MR. RANKIN: And Matador itself hasn't
signed onto that or given any approval to rel ease
those parties fromtheir commtnents under the 1964
JOA to your know edge, have they?

MR. CURRY: Not to ny know edge.

MR. RANKIN: Okay. In your Affidavit
and your testinony, you testified that Perm an
Resources has | ease obligations that require it to
drill by a certain deadline. |'m show ng you here
your Exhibit A5. If you would just let nme know, where
are these fee |l eases that are at issue with | ease
expi rati on deadlines?

MR. CURRY: The tract one being the
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north half of the south half. WeIIl, the conbined
exhi bits together, the lands of the south half of
Section 7 and the sout hwest quarter of Section 8,
maki ng up 480 acres.

MR. RANKIN:. Ckay. Just so -- |
apol ogi ze. | was getting ny pen organi zed here. Tell
me again which tracts are subject to the | ease
expirations?

MR. CURRY: Strictly looking at this
exhibit right in front of me, it's the north half of
the south half of Section 7 and the north half of the
sout hwest of Section 8 tract one.

MR. RANKIN:. Ckay. So it's all of
tract one, then, subject?

MR. CURRY: And additionally the south
hal f of south half of Section 7, and the south half of
t he sout hwest of Section 8 as shown on the other
exhi bit, yes.

MR. RANKIN: Are those all under one
| ease or are they two separate | eases?

MR. CURRY: They're two separate
| eases.

MR. RANKIN: Okay. So it's, basically,
it's tract one in both cases?

MR. CURRY: Yes.
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MR. RANKIN:. Ckay. And they both are
subject to -- they both have the sane date | ease
expi rati on deadline?

MR. CURRY: One is June, and one is in
Novenber .

MR. RANKIN:. June 2026, and one is
Novenmber 20267

MR. CURRY: Yes.

MR. RANKIN: Just out of curiosity,
whi ch is which?

MR. CURRY: Oh, they cover the sane
| i nes, sir.

MR. RANKIN: Ckay. Cover the sane
lines. Got it. Okay. So just so |I'mclear then,
there are no | ease expirations that affect the
sout heast quarter of Section 8; correct?

MR. CURRY: Not to ny know edge.

MR. RANKIN: Okay. And that's true for
both cases that Perm an's seeking to pool; correct?
And there's no | ease deadlines that affect southeast
quarter Section 8 for either of Perman's two
applications pending for The Division; correct?

MR. CURRY: Correct.

MR. RANKIN:. Ckay. So Perni an

Resources engaged with the BLM because its surface is
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| ocated on federal surface and mnerals in the

sout heast quarter of Section 8? O rather, it's off
tract, but it's on BLM mnerals; correct? BLM
surface?

MR. CURRY: Pl ease rephrase.

MR. RANKIN: Yeah. | apol ogize. |
bungl ed that.

So the surface location for the Fiero
devel opnent is on federal surface; correct?

MR. CURRY: Yes.

MR. RANKIN:. And that's why Perm an's
required to get a BLM APD?

MR. CURRY: No, sir. That is not
correct.

MR. RANKIN. Ckay. And then why is it
that you need to get a Federal APD?

MR. CURRY: Federal APDs are the basis
of federal mnerals being included. And the question
you posed is the basis of federal being included.

MR. RANKIN. Ckay. Because of the fact
of the BLM m nerals being included in the devel opnent,
Perm an was required to get a Federal APD; correct?

MR. CURRY: That is correct.

MR. RANKIN. Ckay. So if we were to

exclude the southeast quarter of Section 8 to exclude
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those federal mnerals, then Perm an woul d not be
required to obtain a Federal APD; correct?

MR. CURRY: Not a Federal APD, but
f ederal agreenents, yes.

MR. RANKIN: Let nme make sure |
under stand your answer to the question. Let nme just
break it down. So if we were to exclude the southeast
quarter of Section 8, and Perm an were to surface its
wells on fee surface and fee mnerals, Perm an woul d
not be required to obtain a Federal APD; correct?

MR. CURRY: That's not correct.

MR. RANKIN: Okay. Wiy is that?

MR. CURRY: For the basis of your
guestion was, again, on surface and not m nerals.

MR. RANKIN. Ckay. So if we were to
exclude the BLM mnerals entirely from your project,

Perm an woul d not be required to obtain a Federal APD;

correct?

MR. CURRY: That is correct.

MR. RANKIN:. Ckay. So if we were to
put your -- exclude the southeast quarter of Section 8

fromthe project, there would be no federal mnerals
excl uded; correct?

MR. CURRY: That's correct.

MR. RANKI N: Okay. In that case then,

Page 69

Veritext Lega Solutions

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




© 00 N oo o b~ wWw N

O T N R R N T
o A~ W N P O © 00 N O 0o M W N +—, O

Perm an woul d not be required to obtain a Federal APD,
correct?

MR. CURRY: No. That's -- that's
correct. Yeah.

MR. RANKIN: And one of the concerns
that Perman had is the tine frame in which to get a
Federal APD right?

MR. CURRY: One of the timng concerns,
yes.

MR. RANKIN: Right. And so if Perm an
were only required to get an APD fromthe OCD, that
timng consideration would be substantially
elimnated; correct?

MR. CURRY: Just as to the Federal APD,
yes. But not as to the surface agreenents with the
BLM

MR. RANKIN: Ckay. Now, but | ooking at
this map, your understanding is that the Southwest
guarter of Section 8 has sone federal surface el enent;
correct?

MR. CURRY: Yes, that's correct.

MR. RANKIN: So if you were to surface
your facility on the southwest quarter of Section 8,

t hen you understand you would need to get BLM

approvals for that location? |s that your
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under st andi ng?

MR. CURRY: That is correct.

MR. RANKIN: But it wouldn't be the
case if you were to surface in Section 7; agreed?

MR. CURRY: It's a possibility, but in
this hypothetical scenario wthout the karsting, yes.

MR. RANKIN:. Ckay. And it also would
be the -- you would -- and there's -- to the west of
Section 7 is Section 12 in the towship to the west;
correct?

MR. CURRY: Yes.

MR. RANKIN: Okay. And the status of
the | ands over there is not BLM correct?

MR. CURRY: That is the Bureau of
Recl amat i on.

MR. RANKIN: Okay. Your understanding
is to the west is Bureau of Reclamation?

MR. CURRY: That is my understandi ng.

MR. RANKIN. Ckay. And so is it your
understanding that it would require BLM approval s as
wel |, then?

MR. CURRY: It's even nore stringent,
yes.

MR. RANKIN. Ckay. All right. I'm

just going back to this to make sure | didn't | eave
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this off, but | think | understood.
Goi ng back to PEC Exploration, which is

the -- so the single additional working interest in
tract nunber one that you're seeking -- that you're
not seeking -- you' re not seeking to pool that because

they' ve signed a JOA with Perm an Resources; correct?

MR. CURRY: Yes.

MR. RANKIN: Okay. So if -- and they
signed a JOA for a two ml|e devel opnment with Perm an
Resources for the PRL; correct?

MR. CURRY: That is correct.

MR. RANKIN: Okay. So if -- assum ng
this hypothetical; okay? So if PEC were to agree to a
one and a half mle devel opnment with Perm an Resources
devel oping only what's identified as tract one in your
map, Perm an Resource could go and drill one and a
half mle laterals to the south half of Section 7 and
t he sout hwest quarter Section 8 w thout needing to
force pool; agreed?

MR. CURRY: It's an inpossibility
because we cannot surface.

MR. RANKIN: Ckay. |'msetting aside
the surface issues for now. |'mjust talking about
who you woul d need to get agreenments wth.

You' ve al ready got an agreenent with PEC for
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two mle developnent. |If you were to reach agreenent
with PEC for a one and a half ml|e devel opnent; okay?
We'll talk about surface in a nonent. Then there
woul d be no need for force pooling; right?

MR. CURRY: Assunming they'd be willing
to sign an agreenent for mle and a half devel opnents,
yes, there would be no need for force pooling.

MR. RANKIN: Okay. Let's talk about
t he surface now. Now, you testified that there is an
| npossibility to | ocate a surface on the west half of
Section 7, or anywhere in Section 7; is that right?

MR. CURRY: That's not correct.

MR. RANKIN: Ckay. Tell me, what is
your testinony about the |ocation of -- the
i npossibility of locating a surface at Section 77?

MR. CURRY: Repeat ny testinony,

pl ease?

MR. RANKIN:.  Well, I'm asking you what
your testinony is. | guess what is your testinony
about -- you said it's inpossible to -- ny

understanding is you said it's inpossible to | ocate a
surface in Section 7. | just want to understand what
exactly your testinony is about where and why it's

I npossible to locate a surface in Section 7?

MR. CURRY: Yes. So we' ve taken
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multiple attenpts to surface in the west half of
Section 7 to appease Matador and to cone to a
voluntary agreenent. The reason that those surface
| ocati ons have failed, it's been due to the occurrence
karsting.

There's a ranch house in the west half of

Section 7, to ny understanding, and then there's,

additionally, a pipeline and a -- arailroad is ny
understanding as well. And the surface topography,
the cut and fill gradients, would not pass the BLM

surface requirenments. So for a nultitude of reasons,
the west half seven is -- iIs nonviable. Sout hwest ,
excuse ne.

MR. RANKI N:  Sout hwest section of
seven? Sout hwest quarter of seven you're saying is
not vi abl e?

MR. CURRY: Yes.

MR. RANKIN: Okay. All right. So at
the end of last week -- let's see. So this is Mtador
Rebuttal Exhibit Number 1. M. Curry, have you seen
this map before?

MR. CURRY: Yes. | received it at noon
yest er day.

MR. RANKIN:. Ckay. And this shows

outlined in green what Matador is proposing or
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requesting that Perm an consider in terns of an
alternative spacing unit. One and a half mle

devel opnent that stops before reaching the sout heast
quarter of Section 8 Do you see that?

MR. CURRY: |'mnot able to see section
nunmbers on this map that's hard to read.

MR. RANKIN:. Yeah. You see how it says
"Section 8" right there?

MR. CURRY: Ckay. Ckay. Yes. And
this is -- yes. Yes, it details the southwest of
Section 8 and the south half of Section 7 as an
alternate Fiero project.

MR. RANKIN: Yeah. And then just to
the west of Section 8 would be Section 7. It's a
little hard to read because it's covered up, but this
woul d be Section 7; agreed?

MR. CURRY: Yes.

MR. RANKIN: Okay. And then outlined
here in yellow is our understandi ng of where Perm an
has received approval for the BLMfor its surface for
Its Fiero devel opnent; correct? |Is that your
under st andi ng?

MR. CURRY: No.

MR. RANKIN:. No? Where is your

under st andi ng that Perm an has received approval for
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its surface for this project?

MR. CURRY: We have submtted APDs t hat
i ncl ude the use of that surface, but it has not been
approved -- final approval yet. |It's been prelimnary
approved.

MR. RANKIN: Okay. So this is -- does
this outlined in yellow the |location that you have the
onsite wth BLM does that represent where BLM did the
onsite with Perm an?

MR. CURRY: Yes, that's correct.

MR. RANKIN. Ckay. And based on the
onsite | ocation, do you understand there's any other
| ocations that BLM woul d' ve approved in the sout hwest
guarter of nine?

MR. CURRY: It's hard to tell w thout
t he descriptions of the quarter calls in this section,
but I was -- | was not a party to that -- that onsite.
That was handl ed by our surface |ine group.

MR. RANKIN. Ckay. So you don't know
whet her the BLM woul d' ve approved. Were there any
ot her additional potential |ocations for surface
facilities in the southwest quarter of nine?

MR. CURRY: No.

MR. RANKIN. Ckay. But you agree with

me that based on this imge there are -- there appear
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to be ravines or topography that potentially makes it
chal lenging to |locate additional surface facilities in
t he sout hwest quarter of nine?

MR. CURRY: G ven that that has not
been di scussed with the BLM and we're | ooking at
Googl e Earth i mgery and we haven't been out this
| ocation, | believe those are assunpti ons.

MR. RANKIN: Okay. So you don't know
as you sit here whether that's the only avail abl e
| ocation that's set in the southwest quarter of nine,
or whether there's other additional |ocations that
could be utilized?

MR. CURRY: | -- | don't know because
it's not been -- it's not been eval uated.

MR. RANKIN: But Perm an did have an
onsite with the BLM and this is the one site that has
been prelimnarily approved by BLM agreed?

MR. CURRY: Yes.

MR. RANKIN:. Ckay. So did Perm an
Resour ces di scuss potential pad |ocations on Section 7
with the BLM?

MR. CURRY: No. They were not required
because the BLM s not the surface owner on the west --
sout hwest of Section 7.

MR. RANKIN: Right. So there would be
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no need to do any onsites or get approvals fromthe
BLM for the southwest quarter of Section 7; agreed?

MR. CURRY: BLM has no jurisdiction,
no.

MR. RANKIN:. Right. Okay. Now, did
Perm an Resources evaluate all of Section 7 for pad
| ocations or just certain parts?

MR. CURRY: My understanding is it
eval uated the sout hwest quarter of Section 7 as a
whol e.

MR. RANKIN. Ckay. And based on that,
It identified potential karst |ocations; correct?

MR. CURRY: |In addition to various
ot her obstacles, yes.

MR. RANKIN. Ckay. So let's talk about
the karsting that you understand. This is nmarked as
MRC Rebuttal Exhibit Nunmber 2. This is a inmage that
was prepared by Matador based on the KMZ files or the
Google Earth files provided by Perm an Resources
showi ng the Electro Resistivity Survey Alliance
I dentifying potential karst zones.

| think there's 35 of the survey |ines, and
then also indicated are the -- identify potenti al
karst zones in red. Have you seen this rebuttal

exhi bit before?
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MR. CURRY: |'ve seen the exhibit.

MR. RANKIN. Ckay. Do you have any
reason to dispute or disagree with the representation
of the karst surveys that are identified on this mp?

MR. CURRY: Could you further elaborate
for your question?

MR. RANKIN. Do you have any reason as
you sit here to dispute the accuracy of the
representation of these -- the karst survey |ines on
this map?

MR. CURRY: As |ong as Matador
Interpreted this data back on the section correctly as
there's no section descriptions here now.

MR. RANKIN. Ckay. Now, I'mgoing to
pull up Matador's third rebuttal exhibit, which shows,
again, its proposed --his is Matador -- MRC, Rebuttal
Exhibit 3, and it shows, again, Matador's requested
alternative spacing unit outlined in green, which is
the mle and a half devel opnent.

It shows the prelimnarily approved BLM
surface | ocation for Perm an Resource's Fiero well pad
in yellow. And then it shows in blue the karst survey
t hat was conducted by Perm an Resources in the
nort hwest quarter of the southwest quarter of Section

7. Do you see that?
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MR. CURRY: Yes, | see the exhibit.

MR. RANKIN. Ckay. Do you have any
reason, as you sit here, to dispute or disagree with
the location of the karst survey as represented on
this map within the northwest quarter of the sout hwest
guarter Section 77?

MR. CURRY: Assumnm ng Mat ador
extrapol ated the KMZ correctly onto this inage, it
shoul d be correct.

MR. RANKIN: Okay. Now, did Perm an
Resources do any other additional karst surveys other
than what's represented here on this map in Section 7?

MR. CURRY: | don't know.

MR. RANKIN: You're not aware whet her
Perm an did any additional work to identify any other
potential karst zones in Section 7?

MR. CURRY: | have reason to believe
based -- the surface group did do additional studies
for karsting, but the only pad we were able to | ocate
due to a variety of other surface issues is shown in
this karsting survey.

MR. RANKIN: Ckay. Now, what about the
sout hwest quarter of the southwest quarter of Section
7? There's an existing abandoned pad there. Oh,

sorry. Fingers. 1Isn't this an existing abandoned
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wel | pad location in the southwest quarter southwest
guarter of Section 77

MR. CURRY: It -- it appears to be
that, but we do not know t hat.

MR. RANKIN:  Okay.

MR. CURRY: \Whether It's been abandoned
fully or not.

MR. RANKIN: Okay. So as you see
t oday, you're not aware what the status of that wel
pad; is that right?

MR. CURRY: That's correct.

MR. RANKIN: Okay. Did Perm an
Resources evaluate the potential to put a well pad
| ocation in the southwest quarter southwest quarter of
Section 77

MR. CURRY: Yes, we did.

MR. RANKIN: And why was that excl uded
as a possibility?

MR. CURRY: The surface topography was
t oo chal | engi ng.

MR. RANKIN:. Ckay. Even though -- so
when | | ook at the OCD G S dat abase, there are two
abandoned wells here that were previously located in
that location. Are you saying that that topography

was too challenging for those existing wells to have
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been drilled there?

M5. HARDY: | object to M. Rankin
testifying about what those -- files show.

THE HEARI NG EXAM NER: M. Ranki n?

MR. RANKIN:  Okay.

THE HEARI NG EXAM NER:  Well, | don't
know what "Okay" neans. Do you have a response?

MR. RANKIN: Let nme ask this.

M. Curry, are you famliar with the
| ocati on of the southwest quarter southwest quarter of
Section 77

THE HEARI NG EXAM NER: And that's the
question that you objected to?

MR. RANKIN: No, | asked it
differently.

THE HEARI NG EXAM NER: That's the new
gquesti on?

MR. RANKIN: |'Il rephrase it.

THE HEARI NG EXAM NER: Ckay. So the
obj ection is sustained.

MR. RANKIN: So we -- sorry. My
apol ogi es.

THE HEARI NG EXAM NER: Pl ease rephrase.

MR. RANKIN. Ckay. Thank you.

M. Curry, are you famliar with the
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status of wells in the southwest quarter of the
sout hwest quarter of Section 7?

MR. CURRY: Am| famliar with the
status of what wells?

MR. RANKIN:. O any wells in the
sout hwest quarter of the southwest quarter Section 7?

MR. CURRY: No.

MR. RANKIN: Okay. G ve ne one nonent
and 1'll get to ny S nmap. One second.

THE HEARI NG EXAM NER: \Why don't we
take a five-m nute break?

MR. RANKI N: Okay.

THE HEARI NG EXAM NER: So we're off the
record.

(OFf the record.)

THE HEARI NG EXAM NER:  Ckay. It is
10: 26. We're back on the record.

M. Rankin?

MR. RANKI N. Thank you.

Thank you, M. Curry.

|'"ve got on ny screen here the Ol
Conservation Division's GIS map. Are you fam i ar
with that service that The Division provides?

MR. CURRY: Yes.

MR. RANKIN: So I'm showi ng here a zoom
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I n of Township 20 south, Range 27 east, which is the
township that Section 7 in the subject land is |ocated
in;, correct?

MR. CURRY: Yes.

MR. RANKIN:. Ckay. And if | zoomin to
Section 7 here, in the southwest quarter southwest
guarter, which is Lot 4 of Section 7, there are two
existing wells that are identified on OCDs website;
correct? You see that?

MR. CURRY: | see two wells |ocated.
The status is not determ ned.

MR. RANKIN: The status is not
determned? So if | zoomin on those two wells and |
click on them one is the Davis 7 nunber two. Well,
and it's identified as a plugged well where the site
has been rel eased. Do you see that?

MR. CURRY: Yes.

MR. RANKIN: Okay. And then if | | ook
at the other, well in the southwest quarter of the
sout hwest quarter of Section 7, it's the Davis 7
nunmber one well, which has been plugged and site
rel eased. Do you see that?

MR. CURRY: Yes.

MR. RANKIN. Ckay. So when | put a

| abel on those so we could see bhetter what the
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t opography is, it appears -- would you agree with ne
that appears to be a previous well pad |ocation for
t hose two wel | s?

MR. CURRY: Yes. |t appears to be a
very small vertical well pad.

MR. RANKIN: Okay. But Perm an
Resources did not prepare a karst survey for this
| ocation in the southwest quarter southwest quarter,
Section 7; agreed?

MR. CURRY: Although evaluated, we did
not -- it was not -- we did not do a karst survey
because it was not conducted to surfacing.

MR. RANKIN: It was not what?

MR. CURRY: It was not conducted to
surface down there. The reason for the -- no karst
surveyi ng was done because we were unable to find a
| ocati on that we deened vi abl e.

MR. RANKIN. So is there a reason that
this sout hwest quarter southwest quarter of Section 7
was excluded as a potential surface |ocation?

MR. CURRY: Yes. Due to surface issues
t hat were encountered during boots on the ground
attenmpt to find surface.

MR. RANKIN: What were those issues?

MR. CURRY: | was not a party to these
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exam nations of the -- the surface, but it's ny
understanding that it had to do with surface

t opography and changes in elevation, as well as
fencing of the fee | andowner.

MR. RANKIN. Ckay. But those two wells
that were drilled previously, they didn't have issues
with topography; right? Because they successfully
drilled and | ocated those two wells at | ocation;
correct?

MR. CURRY: Yes. But the very snmall
surface footprint required for those wells, they were
able to find a small surface | ocation here.

MR. RANKIN: Has Perm an Resources done
an evaluation to determ ne whether or not this
| ocati on coul d house the proposed surface |ocation for
its horizontal wells?

MR. CURRY: We have.

MR. RANKIN: Ckay. And based on that,
Perm an has ruled this out as being adequate to |ocate
its surface facilities?

MR. CURRY: That is correct.

MR. RANKIN: And that's because, again,
t he reasons were because of topography?

MR. CURRY: The size of the pad is not

| arge enough for us to use that |ocation. And then
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yes, topography, fences of the -- and then ny
under st andi ng, they also encountered a -- a pipeline
and a railroad somewhere in this area.

MR. RANKIN:. Okay. So --

MR. CURRY: You can kind of see the
scarring of the pipeline that runs south of that pad
runni ng sout heast and nort hwest.

MR. RANKIN: Are you talking about this
tract right here? This location?

MR. CURRY: Yes. It goes through the
m ddl e of where you're suggesting our well could be
| ocat ed.

MR. RANKIN: Ckay. So has Perm an had
di scussions with the surface owner about potentially
| ocating a surface facility in the sout hwest quarter
sout hwest quarter of Section 7?

MR. CURRY.: We had perm ssion to
conduct the surveys and to go out there and find
surface, but no, we have not had a di scussion because
it's not conducive to surface.

MR. RANKIN: Ckay. Going back to
Mat ador, MRC Rebuttal Exhibit Number 3. So it's your
testinony that Perm an Resources eval uated the west
hal f of the sout hwest quarter of Section 7 and did not

I dentify any surface |ocations that would be
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sufficient or adequate to |locate at surface
facilities, and this northwest quarter of the

sout hwest quarter Section 7 due to the karsting; is
that correct?

MR. CURRY: It was not just for a -- a
-- would you say -- facilities -- the surface
facilities also requires a -- a well pad to dril
upon.

MR. RANKIN: Right. So based on the
karsting, Perm an excluded the northwest quarter of
t he sout hwest quarter for its facilities and for a
wel | pad; correct?

MR. CURRY: Yes.

MR. RANKIN: And then excluded the
sout hwest quarter southwest quarter of seven due to
t he topography, the surface owner's fencing, and a
potential |ocation of a pipeline; correct?

MR. CURRY: That's correct.

MR. RANKIN: Did Perm an Resources
confirmthat that pipeline is active?

MR. CURRY: | -- that is probably the
process of our surface assignnent, but | was told
there was a pipeline. So under that is -- that's --
it's been told to ne. | assune it is active.

MR. RANKIN: Ckay. And is the reason

Page 88

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



© 00 N oo o b~ wWw N

O T N R R N T
o A~ W N P O © 00 N O 0o M W N +—, O

that -- what would that nmean if that pipeline were not
active? Wuld that no | onger be an issue for
relocating a well pad there?

MR. CURRY: There's a variety of
reasons that we could not surface down there, but that
may address that one issue.

MR. RANKIN:. Ckay. The other issues
wer e because of the surface owner's surfing fencing;
correct?

MR. CURRY: That's correct.

MR. RANKIN:. And then topography
I ssues; correct?

MR. CURRY: Correct.

MR. RANKIN: When you say "topography
i ssues,"” is that because it's uneven?

MR. CURRY: It has to do with creating
sl ope and requires -- yes. Uneven el evation changes.
Thi ngs of that nature, | believe.

MR. RANKIN. Ckay. And isn't that
sonething that is -- when you build a pad, don't you
address those issues by building a | evel pad | ocation?

MR. CURRY: You do, but it causes
envi ronment al probl ens when you change the topography
of the | ands and change the natural drainage of the

| ands.
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MR. RANKIN:. So you're looking for a
| ocation that's generally flat so you don't have to
nodi fy the natural drainage? That's the goal if
possi bl e?

MR. CURRY: |In a broad generalization,
yes, but there are a variety of other inpacts that we
st udy.

MR. RANKIN: Okay. So if I -- |ooking
at this Exhibit 3, Rebuttal Exhibit 3, and |' m goi ng
to look at the m ddle of Section 8, your Affidavit
does not address the potential or any basis for
excluding a surface location in the mddle of Section
8; correct?

MR. CURRY: The basis for exclusion is
we do not have the necessary tinmes to prudently seek
t he approvals and gain the approvals of the BLMto
surface there as it is an inpossibility.

MR. RANKIN:. So during the discussions
with BLM when you were | ooking at well pad | ocations
and di scussing with Matador potential alternatives for
Perm an's spacing unit, Perman did not discuss with
the BLM any potential surface locations in the west
hal f of the southeast quarter Section 8?

MR. CURRY: We did not, because at the

time, we did not have the required tinme to go through
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that full process. By the tinme that Matador brought
this issue to our attention, that they would -- the
request cane, | believe it was al nost four nonths
after they knew about our project.

MR. RANKIN: Okay. But based on what
you know, there's no reason that Matador woul dn't be
able to | ocate a surface pad, a well pad, or surface
facilities in the west half of the southeast quarter
Section 8?

MR. CURRY: No one's been out there --
done any work to show it could surface or not, so
that's an assunption with no basis for work, but yes.

MR. RANKIN: Ckay. So but you have no
reason to say a surface facility or well pad coul dn't
be | ocated there; right?

M5. HARDY: Object to the form It
m sstates testinony.

THE HEARI NG EXAM NER: M. Ranki n?

MR. RANKIN:  Well, I'm asking him

whet her he has any basis to testify that a well pad

couldn't be located there. |I'masking -- it is just
an open-ended question. |I'm asking hi mwhet her
he -- there's any basis that he's aware of where that

woul d exclude that as a potential |ocation for well

pad.
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THE HEARI NG EXAM NER: Ms. Hardy, does
t hat hel p?

MS. HARDY: Yes.

THE HEARI NG EXAM NER:  Ckay.

Pl ease answer that question.

THE W TNESS: Yes. It is excluded on
the basis that we sinply do not have tinme to get the
necessary approvals to develop there fromthat
| ocati on.

MR. RANKIN:. Ckay. So that was
Perm an's decision to not evaluate a potenti al
| ocation for a well pad in the west half of the
sout heast quarter Section 8; correct?

MR. CURRY: We sought a surface
| ocati on goi ng back al nost, | believe, over a year,
found a successful surface |ocation; and then by the
time that Matador raised their objection, it was an
| npossibility to surface there. So yes, we chose not
to evaluate that because it was not a viable surface
option for us.

MR. RANKIN: Just based on tim ng; not

based on any physical characteristics of the |ocation;

correct?
MR. CURRY: | have not been out there,
so | -- and we're |l ooking at Google Earth imgery, and
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| -- | don't know.

MR. RANKIN. Ckay. But you're -- what
you're testifying to that it was an inpossibility, it
was based on tim ng, not based on any physi cal
characteristics of the | and; agree?

MR. CURRY: It was excluded for the
primary reason of tim ng.

MR. RANKIN: Okay. Now -- and that's
because that the west half of the southeast quarter
Section 8 is subject to BLM approvals; correct?

MR. CURRY: Yes.

MR. RANKIN: But the east half of the
sout hwest quarter of Section 8 is all fee; correct?

MR. CURRY: That is incorrect.

MR. RANKIN:. Ckay. The -- it's fee
m nerals correct?

MR. CURRY: The east half of the
sout heast ?

MR. RANKIN: East half of the southwest
guarter of Section 8?

MR. CURRY: That is correct. Fee
m ner al s.

MR. RANKIN:. Fee mnerals. But you're
saying it's federal-controlled surface?

MR. CURRY: That is ny understandi ng.
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MR. RANKIN. Ckay. And your

understanding is that because it's federal-controlled

surface, you would still need to work through the BLM
to get approvals for a surface pad and well | ocati on;
correct?

MR. CURRY: Yes.

MR. RANKIN. Ckay. Okay. Turning to
your rebuttal slides, is it your testinony that the
1964 JOA -- it is not your testinony that the 1964 JOA
I's term nated; agreed?

MR. CURRY: | have no know edge of the
term nation of the agreenents.

MR. RANKIN: So you're not testifying
that in your opinion it's term nated; correct?

MR. CURRY: | have not addressed that
i ssue in nmy testinony.

MR. RANKIN: Ckay. | just wanted to
clear that and be clear that that's not your
testinmony. And just to be clear here, in this slide
where you talk about this Turner Federal Deep JOA, is
It -- your testinony is that the Turner 7 Federal Deep
nunmber one JOA superseded the 1964 JOA only with
respect to the Turner Federal Deep Nunmber on -- unit;
correct?

MR. CURRY: Yes.
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VR.
ot her words,
Feder al
JOA: correct?

VR.
MR.

sl i de,

you' ve identified here in your

onto the --
Perm an's proposed

MR.

MR.
to your -- and the
shows your
sout heast quarter

how you get --

showi ng Perman with 24.7 percent

For this southeast
VR.
contractual basis,
VR.

| take all

superseded JOA, Jal apeno,

Deep numnber

this rebuttal

of Section 8.

RANKIN:  Okay. |It's not -- in

it's not your testinony that the Turner

one JOA supersedes the entire 1964

CURRY: That is correct.

Okay.
slide A13. All

RANKI N: Goi ng back to your
the parties that

t abl e as havi ng si gned

to a superseded JOA, have they all signed
JOA?
CURRY: They have.
RANKI N:  Ckay. Okay. So when | go

table on the right-hand side that

summation of the interests within that

I"'ma little confused

how t hese nunbers add up because you're

interest; correct?

quarter of Section 8?

CURRY: On a JOA ownership

yes.

RANKI N: COkay. So you're saying if

these interest owners that have signed the

Shar bro, Nortex, and so

forth, on a unit-wi de basis, on a Fiero unit-w de
basis, it adds up to 24.7 percent; is that right?
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MR. CURRY: No.

MR. RANKIN. Ckay. Explain how you got
your nunber here, 24.7 percent?

MR. CURRY: That is Perm an Resource's
contractual ownership in the southeast of Section 8,
and MRC s contractual ownership as they claimin their
-- their affidavit of their contractual ownership.

MR. RANKIN: Okay. So when you | ook at
MRC s 1964 JOA, and | | ook at your table on the left
where you have EOG resources, Yates, MRC, Perm an
Lucas Properties, and Patricia MIler, those are al
parties that are subject to the 1964 JOA; correct?

MR. CURRY. Yes. Those parties are
still subject.

MR. RANKIN. Ckay. But you don't
i nclude their interests when you cal cul ate the
I nterests subject to that JOA in the southeast quarter
Section 8, do you, on the table?

MR. CURRY: Your understandi ng of
what's being calculated is not correct.

MR. RANKIN: Ckay. Explain again
because | nust be m ssing what | understand is being
calculated in that table?

MR. CURRY: So that is the contractual

owner shi p of Matador and the contractual ownership of
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Perm an in the southeast of Section 8. Not the
percentage of the parties that have signed or remain
subj ect to each JOA.

MR. RANKIN: Okay. | understand. So
you're not attributing any additional interest to
either party in that table? You' re just solely
| ooking at MRC s interest in Perm an interest;
correct?

MR. CURRY: Yes.

MR. RANKIN: Okay. What tine frame --
over what tinme frame did these parties sign the JOA?
Perm an's JOA?

MR. CURRY: Be from March until | ast
week. | believe the beginning of March is the
effective date of that JOA

MR. RANKI N: March 2025; correct?

MR. CURRY:. This year, yes.

MR. RANKIN: Okay. So is it your
opi nion that each of the parties that signed Perm an's
superseding JOA are no longer conmtted to the 1964
JOA?

MR. CURRY: | believe that's a legal to
i nterpretation that I'm not going to make.

MR. RANKIN. Ckay. So you're not

opi ning one way or the other whether those parties are

Page 97

Veritext Lega Solutions

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




© 00 N oo o b~ wWw N

O T N R R N T
o A~ W N P O © 00 N O 0o M W N +—, O

also still subject to the 1964 JOA?

MR. CURRY: Those parties have
superseded and replaced the 1964 JOA with Perm an JOA.

MR. RANKIN: So it's your opinion that
t hose parties are no |l onger obligated under the 1964
JOA?

MR. CURRY: It is a |legal
I nterpretation of nmy point I won't nake.

MR. RANKIN: Well, you're saying -- on
the one hand, you're saying that they've superseded
the 1964 JOA; and on the other hand, you're telling ne
that you're not going to testify one way or the other
about whether they're still commtted to the 1964 JOA,
right?

MR. CURRY: The | anguage states that
t hey' ve superseded and replaced all existing joint
operating agreenments as a sunmmary as to the contract
area and the depths of the Fiero JOA. \Wether they're
still subject to both JOAS or Perm an JOA, there is a
| egal interpretation.

MR. RANKIN: Okay. So | guess, you
know, trying to figure out, like, you know, if from
The Division's perspective, |'mtrying to figure out
who controls what working interests in the Southeast

court of Section 8.
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You understand Matador's position is that
because it has the 1964 JOA and it's the operator, al
parties that you've identified on this table are
either signatories to that 1964 JOA, or are successors
and interest toit. Matador's position is that it has
100 percent interest commtted to its JOA.

Do you understand that? |In that southeast
quarter Section 8?

MR. CURRY: | -- | understand Matador's
position is they have -- all the successors to the
original parties are subject to that JOA through
vari ous acqui sitions.

MR. RANKIN: Ckay. Let nme see. And if
| add up -- we tal ked about this previously. Wen I
add up all the interests that you' re seeking to pool
that are subject to the 1964 JOA, that adds up to just
about 56 percent; agreed?

MR. CURRY: Can you pl ease rephrase the
guestion?

MR. RANKIN. Yeah. Previously, you and
| discussed that the parties that Perm an Resource is
seeking to pool identified in yellow. All these
parties that you're seeking to pool in yellow are
subject to the 1964 JOA; correct?

MR. CURRY: Assuming it's still a valid
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agreenent and that they have not made ot her
arrangenents or subject to other agreenents,

it would still be subject.

t hen yes,

MR. RANKIN: Okay. And those interests

hi ghlighted in yellow, they add up to about

56 percent

I n the southeast quarter of Section 8; agree?

MR. CURRY: On a |easehold basis, yes.

MR. RANKIN:. Okay. So if I |

just in terns of what working interest const

ook at --

itutes the

sout heast quarter Section 8, if |I were to put all the

interest in Matador's bucket, that would be

about 56

percent of the working interest in the southeast

quarter of Section 8; correct?
MR. CURRY: That cal cul ation

yield that nunber, yes.

woul d

MR. RANKIN. Ckay. And then on
Perm an's bucket, that would be -- you' ve got here
|isted that Perman -- you've identified 24.7 percent
i nterest for Perm an; agreed?

MR. CURRY: You're conparing a JOA
j oinder nunmber to a individual entity nunber here.

Not a joinder nunmber, as a joinder nunber and a

owner shi p nunber as an ownershi p nunber.

MR. RANKIN. Ckay. So just |

ooki ng at

this table here on your Exhibit Al13, how did you get
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up to 24.7 percent for Perm an? Just wal k me through
t he cal cul ati on?

MR. CURRY: Yes. So we took the
party's ownership on a | easehold basis in the
sout heast of Section 8 that have signed and has
superseded the 1964 JOA. And then we nultiplied it by
Permi an's working interest in the JOA, which creates
t he contractual spread, which is also done in the 1964
JOA.

So it's the proportions of the |ands
commtted to the JOA that Perm an owns through
contractual ownership. The same thing was done for
Mat ador's ownership of the 1964 JOA.

MR. RANKIN: So if | go back -- and in
ot her words, talk me through it using your ownership
interest in tract nunmber two?

MR. CURRY: |If we could please start
with the unit recapitulation, that m ght be nore
beneficial .

MR. RANKI N:. Ckay.

MR. CURRY: So we took the 56 percent
Interest that's Perm an owned in the spacing unit
along with the Read & Stevens interest, and added
t hose nunbers together, which is their percentage of

ownership in the contract area of JOA.
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And then we nmultiplied that nunber by the
anount of interest that has been conmmtted to the
sout heast of Section 8 and tract two to arrive at
Perm an's contractual ownership or contractual working
i nterest in the southeast quarter of Section 8.

MR. RANKIN: Okay. So your approach,
then, is to include the ownership interest within the
proposed unit; correct?

MR. CURRY: Can you please clarify?

MR. RANKI N:  Your approach to making
this calculation in this table on your Exhibit Al3 is
to include Perm an's ownership interest within its
proposed Fiero unit; correct?

MR. CURRY: M interpretation is using

t he percentage of the cost of -- that Perm an wll
bear at this point. This is based off the actual
working interest that will be used for devel opnent.

MR. RANKIN: Okay. But it's not based
solely on a leasehold limted to the southeast quarter
of Section 8; correct?

MR. CURRY: No. Neither the 1964 JOA
or the PRJIOA was based off |easehold because those
nunbers are no | onger used once JOAs have been put in
pl ace.

MR. RANKIN: Okay. Looking at your
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Rebuttal Exhibit Al15 where you | ay out potenti al
scenari os where Matador could devel op the south half
of Section 9, the top two scenarios that you've
i dentified here both assune that the federal -- this
unl eased federal tract in the southwest quarter of the
sout heast quarter of Section 9 would be | eased;
correct?

MR. CURRY: Yes. Based on the
prevailing actions of the BLM and the |easing of
unl eased federal lands in the inmmedi ate area, their
basis -- that is |eased directly off the actions of
t he BLM

MR. RANKIN: Ckay. And that also
assunmes that whoever |eases that tract, if it's not
Mat ador, woul d agree to contribute that acreage to
Mat ador' s proposed Becky devel opnment ?

MR. CURRY: No, that is not correct.

MR. RANKIN. Ckay. How do you get to
the point where that tract would be included in the
Becky devel opnment ?

MR. CURRY:. Matador force pools a
maj ority of their proposed spacing units in New Mexico
Is my understanding. So if they're unable to seek
voluntary -- win the tract, purchase the interest, or

force pool the interests, then yes.
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MR. RANKIN:. So it would be either that
they would agree to voluntarily contribute or Matador
woul d have to force pool that tract if it wasn't
Mat ador itself that obtained the | ease; agree?

MR. CURRY: O purchase the interest,
yes.

MR. RANKIN:. Ckay. And then sanme wth
t he east half of the southeast quarter of Section 9?
These scenarios assune that Matador would either reach
a voluntary agreenent with those parties, or
successfully force pool them agree?

MR. CURRY: O acquire the interests or
in the prevailing bid.

MR. RANKIN: Okay. So there's several
steps that would have to be -- take place in order for
the either of these two scenarios to occur; correct?

MR. CURRY: There's only one step.
There's four options avail able to Matador.

MR. RANKIN. One step being to have the
i nterests included in the proposed spacing unit;
agreed?

MR. CURRY: |'msorry?

MR. RANKIN: One step being that those
i nterests would be included in the proposed spacing

unit; agree?
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MR. CURRY: Yes.

MR. RANKIN: Yeah. Now, the second
scenari o here assunes that the BLM woul d approve a
surface facility and surface pad, a well pad, in the
area that you've hatched; correct?

MR. CURRY: Yes.

MR. RANKIN. And you don't have any
basis, as you sit here, to know whether the BLM woul d
actually approve a surface well pad and surface
facilities in the area that you've identified with
your hatching; correct?

MR. CURRY: That is correct. Although,
there are four devel opnent options pictured wth
numer ous surface | ocations. And the BLMworks with
operators to find a place for themto be able to
surface, so they're precluded from devel oping their
acr eage.

MR. RANKIN. Ckay. But | guess ny
guestion sinply is you don't know, as you sit here,
whet her the BLM woul d approve, or has indicated it
woul d approve, any devel opnent or |ocations for well
pads in the east half of Section 9; correct?

MR. CURRY: There is no factual basis
that a surface | ocation would not be approved, as no

one has evaluated this surface | ocati on.
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MR. RANKIN:. So ny question is just, as
you sit here today, you' re not aware whether the BLM
woul d approve or would not approve a surface |ocation
in the east half of Section 9; correct?

MR. CURRY: | have no basis to believe
that they woul d not approve a surface | ocation.

MR. RANKIN. Ckay. And you're not
aware of whet her Matador has had any discussions with
t he BLM about | ocating any surface facilities or well
pads on the east half of Section 9; correct?

MR. CURRY: | am aware. They've
testified that they have not sought surface | ocations
with the BLM or approached the BLM or begun the
process for even evaluating the surface | ocations.

MR. RANKIN:. And you're not aware
whet her the BLM woul d approve a | ocation of the west
hal f of the sout hwest quarter of Section 10; correct?

MR. CURRY: There is no basis to show
that they would not approve it.

MR. RANKIN. Ckay. And on your first -
- but you're not aware; right? You're not aware of
t he BLM havi ng approved or having any di scussions on
whet her they woul d approve a location in the west half
of the southwest quarter of ten; agreed?

MR. CURRY: Di scussi ons have not
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happened, so there's -- there's no telling.

MR. RANKIN. Ckay. Based on your
know edge, you're not aware?

MR. CURRY: There's no -- |I'mnot aware
of any reason they would or would not approve these
| ocati ons.

MR. RANKIN. Ckay. Now, on the first
| ocation here, the first option that you've
I dentified, when |I | ook at Matador Rebuttal Exhibit
Number 1, that assunmes that Matador would be able to
put a well pad and surface facilities in the west half
of the southwest quarter of Section 9; correct? That
|"ve highlighted here on this rebuttal slide nunber
one?

MR. CURRY: O in the east half of the
sout heast quarter of Section 8.

MR. RANKIN: O in this area just to
the west? |s that what you' re saying?

MR. CURRY: That's correct.

MR. RANKIN:. Ckay. But all those
| ocati ons appear to have topographical issues, and so
you can't say, as you sit here today, that the BLM
woul d approve those | ocations, can you?

MR. CURRY: On the other side of the

pad, our patch showng the Fiero pad, it |looks to be a
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very simlar area that would mrror our pad and show
avai l abl e surface locations. | don't -- | do not
beli eve that those areas are precluded from surface
use.

MR. RANKIN. Ckay. But you haven't had
t hose discussions with the BLM yourself, and so you're
not aware of whether the BLM woul d actual |y approve a
| ocation in the east half of the southeast quarter of
Section 8?

MR. CURRY: No. So one has had
di scussions with the BLM so that area has not been
precl uded one way or the other.

MR. RANKIN: Ckay. The sanme issues --
the sanme assunptions apply to all your scenari os;
right? Because you don't know, as you sit here,
whet her the BLM woul d approve any of these | ocations
that you've identified as a potential in the east half
of Section 9 or in any portion of Section 10; correct?

MR. CURRY: There have been roughly 12
40-acre quarter -- quarter calls that have been
I dentified. One would reasonably believe that one of
12 surface |l ocations would be approved by the BLM

MR. RANKIN: Okay. Now, you testified
in your rebuttal testinony, Exhibit Al16, that under

Mat ador' s proposed devel opnent, that the portions are
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120 acres of the southeast quarter Section 9 would be
stranded; correct?

MR. CURRY: Yes.

MR. RANKIN: Okay. Now, that acreage
that's not part of the 1964 JOA, that condition exists
whet her -- no matter who, Perm an or Matador, w ns
t hese conpeting devel opnment plans; right?

MR. CURRY: No.

MR. RANKIN: Why is that not the case?

MR. CURRY: |f Matador doesn't proceed
forth with their devel opnment plans, | do not believe
there's any reasonable party that woul d, on worKking
I nterests, that would want that |land to becone
val uel ess. They woul d be highly notivated to join
i nto Matador's devel opnent plans if they were altered.

MR. RANKIN. | guess ny question is, as
we sit here today, those tracts are nunber one, not
part of the 1964 JOA, and then the southwest quarter
of the southeast quarter of Section 9 is not currently
| eased; agree?

MR. CURRY: That's correct.

MR. RANKIN:. Ckay. So that condition
exi sts whether or not -- no matter which party w ns
this conpeting devel opnment case; correct?

MR. CURRY: No, it does not.
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