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PROCEEDI NGS
THE HEARI NG OFFICER: All right. Let's
get on the record. |It's 8:32 on May 30, 2024.
We have Avant's second w tness, John
Har per, who has just testified under direct
exam nation to both his direct and rebuttal exhibits
and testinony. And we are set for cross-exam nation,
and we wll start wwth M. Rankin.
MR. RANKI N: Good norni ng,
M . Exam ner.
THE HEARI NG OFFI CER:  Good nor ni ng.
VWHEREUPOQN,
JOHN HARPER,
called as a witness and havi ng been previously sworn
to tell the truth, the whole truth and nothing but the
truth, was exam ned and testified as foll ows:
CROSS- EXAM NATI ON
BY MR, RANKI N:

Q Good norning, M. Harper.

A Good nor ni ng.

Q I'll go ahead and share ny screen so we can
wal k through these exhibits. Are you able to see ny
screen on yours?

A Yes, sir.

Q Ckay. I'magoing to start with Avant's
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Exhi bit B-4.
(Avant Exhibit B-4 was previously
mar ked for identification.)

And before |I junp into the exhibit, |I'm
going to ask you: You've reviewed and are famli ar
with the target formations, the total vertical depths
that were identified in Avant's well proposal s that
were sent out in Septenber of 20237

A Yes.

Q And the TVDs identified here in Exhibit B-4
are the TVDs that Avant is now proposing for its wells
In the spacing unit. |s that correct?

A Yes.

Q And these TVDs for the first Bone Spring are
approximately -- are nore than 100 feet deeper than

they were in the well proposal; correct?

A That's correct.

Q And that's the same for the second Bone
Spring?

A | don't have the second Bone Spring TVD

depths in front of me fromthe proposals, but | think
that is correct.

Q Okay. And the depths now in your exhibit
here, B-4, for the first and second Bone Spring, they

mat ch essentially what Apache's proposed in its
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devel opnent ?

A | believe so, yes.

Q Are you aware whet her when Avant filed its
BLM permits for these wells, are they at the proposed
depths in the well proposals, or are they at the
depths that you represent here in the Exhibit B-4?

A | can confirmthat the depths that were
submtted with our APDs are at 8700 feet TVD, which is
what this is in this screen.

Q And that's for the first Bone Spring?

A Yes, sir.

Q How about for the second Bone Spring?

A | can also confirmthat the depths for the
second Bone Spring sand that were submitted to the
BLM the APDs were at this depth here at 9600.

Q Okay. Do you know, does Avant own seismcC
data over this acreage?

A No, sir.

Q On this -- call it the type log. You use
this -- is it the Korczak Federal? 1s that how you
pronounce it?

A | believe so.

Q Okay. Looking at that type log, that left
track, that's your gamm ray track; right?

A Yes, sSir.
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Q And bet ween where you've got the third Bone

Spring carbonate | abeled out, that sort of separates

t he second Bone Spring sand fromthe third Bone Spring

sand; correct?

A Correct.

Q And that third Bone Spring carbonate, does

that function as a frack barrier between the third
Bone Spring and the second Bone Spring sand?

A | believe it would be. Yes.

Q Okay. So you agree that the third Bone
Spring sand can be devel oped i ndependently of the
second Bone Spring?

A Yes.

Q So not hi ng prevents Apache or Avant from
devel oping the third Bone Spring sand separately,
either before or at a later time fromthe first or
second Bone Spring?

A Correct.

Q So targeting the third Bone Spring sand at
| ater time as a secondary devel opnent or an infill
under a pooling order would not result in waste or

strand reserves because that bench can be drill ed

t hrough infill devel opnent; correct?
A Yes. | believe so.
Q As long as it's devel oped?
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A Yes, sir.
Q Okay. Switching over to Exhibit B-7.
(Avant Exhibit B-7 was previously
mar ked for identification.)
This is offset activity for the first Bone
Spring; correct?

A Correct.

Q So inthe -- I'"'mlooking at your -- you
poi nt out your Cutbow devel opnent here, and | think we
touched on this yesterday, but |I'mjust confirmng
There are only five wells in the first Bone Spring in
t he Cut bow?

A That is correct. Two different
devel opnent s.

Q Say that again?

A There are three initial wells spaced at six
wel | spaci ng.

Q And then you cane back and devel oped two
wells on the west half at nodified --

A Correct.

Q -- anmdified six well spacing. So
essentially five well spacing for that spacing unit?

A Correct.

Q Okay. Do you know the reason why the sixth

well on the west half was dropped?
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A M dstream constrai nts.

Q M dstream constraints. Ckay. Not over
concerns about interference with the wells in the east
hal f ?

A No, sir.

Q Okay. So Avant had al ready devel oped and
conpleted its wells in the third Bone Spring, and in
which you did six wells in the third Bone Spri ng;
correct?

A Correct.

Q Okay. And the experience of devel opi ng and
conpleting those wells didn't dictate your decision to
drop the third well in the west half of the first Bone
Spring?

A No, sir.

Q Okay. Now, | ooking at this offset, | don't
see any other wells that are at -- and maybe you can
point themout to ne -- any other sections or spacing
units that are at six well spacing for the first Bone
Spring. |Is that your view of that offset area as
wel | ?

A In this map view, yes. These are all wells
at all tinme, so sone of these wells are very dat ed.
You can see that. So the first Bone Spring sand is a

newer target in this area, so nodern devel opnent, that
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being nore than four wells per section, has not
necessarily made it to this area at this tine.

However, outside this map view, | do believe
that the first Bone Spring sand are nore than four
wel | s per section.

Q But you control this offset map and you
chose this as your offset activity?

A Correct. At Avant we |ike to keep like for
| i ke rock. We believe that this area is
representative of the first Bone Spring sand.

Q Okay. Up and over to the second Bone Spring
offset activity. Simlar map, simlar idea, except
wth a focus on second Bone Spring; correct?

A Yes, sir.

Q So here | note that the second Bone Spring
in the Cutbow area, which is at this area highlighted
I n yellow, sections 30 and section 1; correct?

A Section 36.

Q " msorry, 36. Yep. Thank you. Thirty-six
and section 1; correct?

A Yes.

Q Ckay. | see there's two full two-mle wells
on the west half but only a partial well down the
m ddl e. \What happened with that partial well?

A | can't speak to that partial well. That's
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not an Avant-operated well.

Q Okay. Got it. So that was a preexisting
well on the second Bone Spring in that |ocation?

A Yes, sir. It was stripped by Marathon.

Q Okay. And is Avant currently conpleting
these wells in the second Bone Spring?

A Yes.

Q These are the wells that are currently going

conpl eti on operations?

A "1

not they're currently still

defer to Shane Kelly as to whether or

ei ther have finished fracking or are still

but 'l defer

Q Does Avant plan to conme in and drill wells

on the east half of that spacing unit

Bone Spring?

A We have the optionality to conme in and dril
wells at a later date. We will still evaluate the
econom cs of said project. There is significant
depl etion on the east half of the unit, which is why
we are drilling the west half currently.

Q Okay. So those wells are not currently on

the rig schedule, then, to drill the east half of the

to himto confirmcurrent operations.

second Bone Spring?

A Not currently, due to significant

fracking said wells. W

in the second

fracki ng,

depl eti on.
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Q Okay. Now, as with the first Bone Spring, |
reviewed these offset activity, and | don't see wells
at a six well spacing per section. Do you see any or
can you point themout to ne if there are any, |
guess?

A Section 29, 19, 32, there are 5 --

Q Five wells?

A -- second sands wel | s. Correct. However ,

I f you nove this map a couple mles south or east, you
wll see PR has drilled their Batman unit at eight

wel | s per section spacing.

Q And t he Bat man, that was W ne Rack. | s that
ri ght?

A ' mnot certain.

Q Okay. |Is five well spacing the sanme as six

wel | spaci ng?

A No.
Q So | don't see -- so in this offset map,
there are no other -- besides the five well spacing,

there's nothing else that's spaced at greater density
than four well spacing?

A Ot her than that one section, 29. Most of
these dated wells, again, are at four wells per
section.

Q Let's see. Third Bone Spring again, sane
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ki nd of set of questions here. Again, you're calling
out the Cutbow in sections 36 and section 1; correct?

A Correct.

Q And those wells are drilled at a six well
spaci ng per section?

A Correct.

Q Are there any other sections that are
devel oped at five or six well within this offset area?

A You can see that the third Bone Spring sand
Is a newtarget in this area. Mewbourne is the only
ot her operator in this map view that is drilling the
third Bone Spring sand other than us. W were one of
the first novers if not the first novers to devel op
the third Bone Spring sand in this area.

But to answer your question, no, there are
no other four-plus wells or wells that are drilled at
tighter spacing than four wells due to the fact that
It's a new target.

Q So on this map, the wells that are third
Bone Spring sands are the ones that are kind of bol ded
I n an orange col or?

A That is correct.

Q So the only ones showi ng are yoursel ves and
then the Mewbourne to the north?

A Those are the only third Bone Spring sand
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horizontals drilled in this map view

Q Okay. Thank you. [I'mgoing to flip over to

your rebuttal exhibits. I'mgoing to start at B-19.
(Avant Exhibit B-19 was previously
mar ked for identification.)

Let's see. \Wiere is that? This is hard to
read, nunmber one, because |I'm not a geol ogi st; nunber
two, because it's so small. So |'mgoing to try ny
best to kind of -- | just want to nake sure |
under stand your testinony around this cross-section.

So when | look at this cross-section, you've
identified on the |left-hand side here the different
benches: the first Bone Spring, second Bone Spring,
and then at the base the third Bone Spring; right?

A That is correct.

Q And you've kind of highlighted
stratigraphically where the first Bone Spring is
i dentified in each of these |logs; right?

A Yes.

Q And that's based on that the top of the Bone
Spring is where nmy cursor is here. |It's kind of hung
off the top of the Bone Spring; correct?

A Correct.

Q And then the base of the first Bone Spring

Is at this next dark |line where ny cursor is hovering.
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s that right?
A The way | interpret it, yes.

Q Okay. And that extends stratigraphically

across each of these logs to the -- froml
to seven?

A Correct.

Q Okay. And sane thing for second
and third Bone Spring; right? That's howy
I dentified your interpretation of those ben

A Correct.

Q Okay. And then the logs that are
here, the first track is gamma ray?

A Yes.

guess one

Bone Spring
ou' ve

ches?

shown

Q Second track is depth. Third track is

resistivity. |Is that right?

A Yes.

Q And then porosity, is that P-OR?

A Yes. Neutron and density porosit

Q Neut ron and?

A Density.

Q Okay. So when |'m | ooking at the
Spring -- and now, the porosity |og has neu
density and did you use a -- what was your

A Si x percent or higher is what's s

t eal .

y.

first Bone
tron and
cutoff?

haded in
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Q And that's the sanme cutoff you used for your
initial original exhibits; correct?

A The pay nmaps, yes.

Q Yeah. Okay. So 6 percent across for all
t hese logs, correct, is what's shaded?

A Yes.

Okay. So the teal, does the teal represent,

t hen, your interpretation of what would be net pay?

A My interpretation, yes.

Q Okay. And so for the first Bone Spring. So
|"mjust going fromleft to right. Fromthe Palmllo,
It looks like there's a fair amount of pay in the

first and in the Palmllo?

A Yes.

Q And then a little less in Salt Fork?

A Yes.

Q But pretty good in the Cutbow?

A Yes.

Q Okay. And Black and Tan, not so nuch?

A Not so nuch, no.

Q Ckay. All right. | just want to make sure

l'"mfollowing. And Ghost Rider's got a pretty thick
section of net pay?

A The best, yes.

Q Ckay. So your viewis that the CGhost Rider
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has the best net pay in the first out of all of the
wel | s?

A There's a |l ot that goes into pay, but
net -- based on the criteria of net footage greater
t han 6 percent porosity, | would say the Cutbow has
t he nost footage of that.

However, there are other factors as in depth
and resistivity could also factor into net pay. |If
you | ook at the Ghost Rider, yes, it has a |ot nore
net footage greater than 6 percent, but junping from®6
percent to 10 percent to 50 percent is a significant
I ncrease in both porosity and subsequently
permeability.

So in nmy professional opinion, | would say,
you know, the Ghost Rider has significant porosity,

t hat being what | ooks to be close to 15 percent, which
I's the highest on this of these wells.

Q And in terns of footage, the Cutbow has the
nost ?

A Correct.

Q Okay. Al right. And |ooking at the second
Bone Spring and the Cutbow s the third log here. |Is
it also one of the thickest in terns of net pay in
terns of footage?

A One of the better type | ogs, yes.
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Q Okay. And over here the Palmllo's pretty
thinin ternms of footages?

A In terns of footages, yes.

Q Ckay. So it's kind of a mx in terns of,
you know, between operators, between Avant and Apache
for first Bone Spring. It's a fair m x between
guality between first and second Bone Spring?

A | nmean, that goes to the heterogeneity of
t he geol ogy in the Del aware Basi n.

Q | can't -- it's alittle hard to read. |
guess | don't think you show the scale. Are there
scales on the porosity | o0g?

A They're not displayed here, no, but it is
standard to be negative 10 percent on the far right
and 30 percent on the far left of the log. So each
tick mark -- each vertical tick mark is roughly 10
percent. Where your cursor is would be zero.

Q Okay. So the porosity | og shows neutron and
density porosity but not net fee?

A No, sir.

Q And then on the density porosity, did you
calculate the log curves? How did you cal culate the
curves for density?

A How did | calculate the density |o0g?

Q Yes.
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A There are -- I'mnot a petrophysicist, so |
can't answer that question.

Q Okay. Did Avant do it or did it cone froma

dat abase?
A | believe these cane from a database.
Q Was it |ike TGS?
A | believe these were | HS.
Q IHS. Do you know if IHS normalizes its
| 0ogs?
A Again, |I'mnot a petrophysicist. [|'mnot an

expert in that realm
Q So just so I'mclear, when we're talking
about the teal flag here, that's what you woul d say

woul d be the net pay in that integral?

A In my opinion, that is a factor that
include -- that is indicative of pay.
Q So when you state that the -- back out so |

can see the whole thing again. You say that Apache's
Salt Fork second and third Bone Spring wells, which is
your Cutbow, is irrelevant because there's nore than
75 percent net pay in the second and third Bone
Springs in the Salt Fork versus the Cutbow.

When you cal cul ated your net pay, you added
up the footages of that teal flag in the second and

third and conpared them between the two wells. Is
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that right?

A Correct. On average basis. Yes.

Q On an average basis. Okay. So average
being within what you identified as the top of the
third Bone Spring and the bottom of the base of the
third Bone Spring? You took the average footage for
each of those zones for each well?

A The pay maps in ny exhibits are based on the
net footage. This bar chart refers to an average of
the net footage per zone.

Q Okay. See if | have any other questions
here.

So | understand that you're devel opi ng the
west half of the Cutbow, and presumably that's because
you believe it's a viable target, correct, for the
west half of the second Bone Spring? Sorry. West
hal f second Bone Spring in Cutbowis a viable target?

A For the second Bone Spring sand?

Q Second Bone Spring.

A Yes.

Q Ckay. How about the X Y in Cutbow? Is it a
vi abl e target too?

A | would say that the Wl fcanp does have
potential here, yes.

MR. RANKIN: All right. | don't have
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any other questions for M. Harper.
THE HEARI NG OFFI CER: M. MC ure?
MR. MCCLURE: Thank you, M. Hearing
Exam ner.
CROSS- EXAM NATI ON
BY MR. MCCLURE:

Q M. Harper, all the Exhibit Bs for Avant
were prepared by you or are associated with yourself.
| s that correct?

A That is correct.

Q Okay. M. Harper, if | may direct your
attention to page 7 of 14 of Avant's rebutta
exhibits. The top of the slide says "Avant conpliance
with filing requirements,"” Exhibit B-20. There we go.

(Avant Exhi bit B-20 was previously
mar ked for identification.)
In the bottomright of this table, it states
"all required operations, reports were submtted in
conpliance with all requirenents.” Wat was that
based upon?

A This was in a rebuttal slide generated in
counter to Apache's accusations that we were not in
conpliance based on our C-104 RTs.

This is just stating that we have properly

subm tted our service casing, spud notice, surface
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casing, internediate casing, production casing, C- 104
RTs, and C-104 NW. That we are actively submtted --

subm tting these required docunents.

Q Now, the table there seens to indicate that
Avant is asserting they are in conpliance. |Is that
correct?

A Based on this table, yes.

Q Well, you're making that assertion, not the

tabl e; correct?

A Correct.

Q Okay. What are you basing that statenment
upon?

A Based on the submttal dates of the
docunments or the reports that were submtted and the
two e-mail correspondence fromthe OCD.

Q By the e-mail correspondence with the OCD,
are you referring to page 8 and 9, the next two
| mredi ate slides?

A The next two i medi ate slides, yes.

Q Can you direct ny attention to where in
t hese comuni cations the division has stated that
Avant is in conpliance with their C-104s?

A On the second e-mail dated April 8, 2024, at
2:24 p.m, which is ny page 11 on this docunment |'m

| ooking at. But yes, that -- the one that you see
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there. 1t is nmy understanding based on the reply from
the OCD that says "Yes, the NWC-104s will suffice for
reporting at this time and we do not need anything

el se. "

Q And your interpretation of that statenent is
to say the division has nmade a determ nation that
Avant is in conpliance?

A It was ny interpretation of that response
that the division did not request or require any
additional information at that tine.

Q Now, that's not the sane thing as saying
that Avant is in conpliance, though; is it?

A Technically no.

MR. MCCLURE: |'m just quickly checking
to make sure my other questions are in Exhibit C and
not in Exhibit Bs. Thank you, M. Harper. | have no
further questions at this tine.

Thank you, M. Hearing Exam ner.

THE HEARI NG OFFI CER: Okay. Thank you,
M. MClure.

Is there any redirect?

M5. HARDY: | do have a couple of
redirects.

THE HEARI NG OFFI CER: M. Rankin, did

you say sonet hi ng?
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MR. RANKI N: | didn't.
THE HEARI NG OFFI CER:  Ch, okay.
Ms. Hardy?
M5. HARDY: Thank you.
REDI RECT EXAM NATI ON
BY MS. HARDY:

Q M. Harper, | wanted to ask you about your
Exhibit B. It's your rebuttal Exhibit B-19. You're
right there. There it is. Thank you.

And, M. Harper, M. Rankin asked you a
number of questions about this Exhibit. | wanted to
ask you in your opinion are the reservoir
characteristics here in this specific area unique from
ot her areas?

A Yes.

Q And why is that?

A The Del aware Basin, and nore specifically
t he Bone Spring Formation in question, that being the
first, second, and Bone -- third Bone Spring sands,
are unconventional sands. This is an unconventi onal
reservoir, that being that these sands are typed | ow
porosity and | ow perneability.

You can see on this cross section from you
know, seven -- or one to seven which of course is the

New Mexi co portion of the Delaware Basin that there's
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a lot of variability in the first, second Bone Spring
sands both in thickness and overall petrophysical
responses, that being gamm ray, porosity, and
resistivity in this | og.

So again, there is a | ot of heterogeneity,
which is the high variability of these sands because
t hey are unconventional and tight by nature.

Being tight by nature, these rocks need to
be fracked and need to be devel oped at a nmuch hi gher
spacing than four wells per section because in ny
prof essional opinion, | do not believe that four
hori zontal wells in these unconventional sands is
adequate to drain the reservoir effectively and w |
subsequently | eave waste.

I think six wells per section is a much nore
effective way to devel op and prevent waste in these
unconventional reservoirs.

Q And is that -- well, let me ask it this way:
The unconventional reservoirs are specific in this
area to this Grayling Dustbow acreage. |Is that
correct?

A Yes. Yes.

Q Okay. And so is that why conparisons to
ot her acreage that's further away doesn't really

provi de a good basis for conparison?
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A Correct. | -- | believe I nentioned
yesterday that conparing the Grayling area and the
first Bone Spring sand particular to the Ghost Rider
area by, you know -- shown by Apache woul d not be a
anal ogous conpari son.

Q M. Harper, with respect to the conpliance
slides and the questions that M. MC ure just asked,
did Apache -- is it your understandi ng Apache all eged
in its hearing exhibits that Avant was out of
conpliance with respect to its C-104 filings?

A Sorry. G ve ne one second. Yes.

Q And di d you provide your Exhibit B-20, which
Is the conpliance C-104 chart, specifically to rebut
t hat accusati on?

A Yes, m' am

Q And is it your understandi ng based on
Avant's e-mai|l comunication with the division that
t he division had indicated that Avant had net the
requirements it could neet with respect to the C-104s
at that time, pending final approval?

A Yes. That was ny understandi ng.

Q So there was nothing else for Avant to do at
the point with respect to the C 104s?

A Based on the e-mail reply fromthe OCD at

that time stating that I -- we -- they do not need
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anyt hing el se. No.

M5. HARDY: Those are all of ny
redi rect questions. Thank you.

THE HEARI NG OFFI CER: Thank you.

M. Rankin, any cross-exam nation on
the redirect answers?

MR. RANKIN:. Just a small topic that |
want to make sure | understood.

RECROSS- EXAM NATI ON

BY MR. RANKI N:

Q M. Harper, Ms. Hardy asked you in reference
to this Exhibit B-19 whether this area was uni que. |
think was she talking -- your answer was with respect
to the area mapped out here on this inset map?

A | believe the first question was in response
to that inset map and then she specifically asked
about the Grayling area in particular.

Q Okay. So the Grayling area in particular,
which is in between Salt Fork and slightly above
Cut bow. |Is that about right?

A It would be two m | es due north of our
Cut bow uni t .
Q Okay. And your comment | believe was that

wells that are farther away because of the

het erogeneity in the rock would not be anal ogous?
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A Can you repeat that question?

Q Was your takeaway -- | nean, the bottomline
| think fromyour testinmony to Ms. Hardy was that if
you get too far away fromthe Grayling area, due to
the heterogeneity of the rock in the Bone Spring, the

area may not be anal ogous?

A Yes.
Q Is the Gol den Tee anal ogous to the Grayling
area?
A No.
MR. RANKIN. Ckay. No further
questi ons.

THE HEARI NG OFFI CER:  Fol | ow up on that
redirect? M. MClure, any follow up on the redirect?
MR. MCCLURE: None, M. Hearing
Exam ner.
THE HEARI NG OFFI CER:  Thank you.
Ms. Hardy, are we done with this
W t ness?
M5. HARDY: Yes. Thank you.
THE HEARI NG OFFI CER:  Thank you,
M. Harper. You may be excused.
THE W TNESS: Thank you.
THE HEARI NG OFFI CER:  Woul d you cal

your third w tness?
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M5. HARDY: Yes. M. Exam ner, Avant's
next witness is M. Shane Kelly.
THE HEARI NG OFFICER: And | rem nd you
t hat you're under oath.
VWHEREUPOQN,
SHANE KELLY,
Call ed as a witness and having been previously sworn
to tell the truth, the whole truth and nothing but the
truth, was exam ned and testified as foll ows:
THE W TNESS: Yes.
THE HEARI NG OFFI CER: Ms. Hardy?
M5. HARDY: Thank you. Just sharing ny
screen so | can pull up the exhibits.
DI RECT EXAM NATI ON
BY MS. HARDY:

Q M. Kelly, you've provided your self-
affirmed statenents, supporting exhibits, and rebuttal
exhibits; correct?

A [ No audi bl e response. |

Q And do you adopt those today here under

A [ No audi bl e response. ]
Q Thank you. M. --
THE REPORTER: Can | just interrupt?

" mnot sure the witness' mcrophone's on there.
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THE W TNESS: | apol ogi ze. Let ne
start again.

MS. HARDY: Sure.
BY MS. HARDY:

Q M. Kelly, do you adopt today under oath
your sworn testinony that's been submtted along with
t he supporting exhibits and your rebuttal exhibits?

A | do. Yes.

Q Thank you.

THE HEARI NG OFFI CER: ' m sorry.
Before you continue, will you ask if there's any
corrections to any of thenf

MS. HARDY: Yes.
BY MS. HARDY:

Q Do you have any corrections to your
testinony or exhibits?

A | do have one snmall correction on ny
rebuttal slide C-18. VWhere it says cumoil production
per 5,000 foot lateral, that's actually supposed to be
7500 foot lateral as well as on the right chart. Both
t hese charts are normalized to 7500 feet, not 5, 000.
That's it.

Q Okay. Thank you. 1'd like to go through
your rebuttal exhibits. And |I've pulled up here your

rebuttal Exhibit C-16.
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(Avant Exhibit C- 16 was previously
mar ked for identification.)

Can you explain what you were show ng on
that exhibit?

A Yeah. This was in response to one of
Apache's slides in their exhibits, and | think we
cleared this up during their geologist's testinony.

But we have in fact drilled a lot nore than
they were originally stating. To date we have 47
drilled and 55 wells currently being drilled with 46
addi ti onal ones that were acquired in a recent
acquisition |last year, so we actually operate 151
drilled horizontals versus | believe it was 23 that
they were stating previously.

So | think that was cleared up before, so |
don't think I have too nmuch else to say on this slide
at this tine.

Q And then what are you show ng on your
Exhibit C 17?

(Avant Exhibit C- 17 was previously
mar ked for identification.)

A This was al so in response to some timng

slides that Apache had put forth in their exhibits.

We just wanted to show our nost recent drilling
activity to date. CObviously, AFEs, there are drilling
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days and those AFEs are usually just estinmates. Over
the nost recent paths that we have spud, we have been
consi stently under those AFESs.

We are show ng Cut bow here which | do
realize is four string. Gayling will be three

string, so | do understand where that confusion cane

in on that side. But we are aware that we will be
drilling Grayling three string, which just neans that
we will nost likely beat all of these tinmes because

you are subtracting a sting of casing.

So this is just to show that we can drill
two mle |laterals in this area in ten to -- ten to
twel ve days easily knocking out a pad of three wells
I n under a nonth, so we are extrenely efficient in
this area with |ots of practice over the recent
history. So | think that's all | had to say on this
slide.

Q So based on that information, is it your
testinony that Apache's slides and testinony regarding
Avant's drilling times were overstated based on what
you actually expect to occur?

A Correct. And they're al so using past
conpletion history, and things in this area are not as
sinpl e as other areas can be.

M dstreamis a nassive issue, one, on the
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t akeaway side and, two, on the water supply side. It
Is very hard to supply water for nmultiple frac crews
in this area. You need a |ot of water per day comn ng
fromnultiple parties.

Because we are in a unique position where we
have set up our own water business, we are going to
have unlimted access when we drill the Gayling to
produce water, neaning we can fit two frac crews on
this pad at one -- or on the Grayling section at one
time, greatly reducing frac tinme, whereas if a third-
party operator cane in this area, they m ght be able
to only use one frac crew, doubling their tinme on
| ocati on.

So like | said, Avant is in a unique
situation in this area, this part of the basin.

Q Let's |l ook at your slide C-18. Can you
expl ain what you're show ng there?

(Avant Exhibit C- 18 was previously
mar ked for identification.)

A Yeah. C-18, |I'm show ng our Col den Tee
area. | chose to | ook at Golden Tee around the
surroundi ng rock that we deened nost anal ogous to the
Gol den Tee unit itself.

And those are the wells, the black Iines on

the map. Those are all the wells that were included
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In this dataset.

This is | ooking at our entire Gol den Tee
section and the cum oil production per 7500-f oot
| ateral. And you can see conpared to our conpetitors
I n anal ogous rock, we have outperforned all of those
conpetitors. You see sone big nanmes there: EOG
Resources, PR, who has drilled over 100 wells in the
area and are very famliar with it.

We have still been able to outperform at our
spaci ng density, which we did five in the first Bone
and five in the second Bone here.

This was the first pad we drilled as a
conmpany. We woul d have |loved to drill the whole thing
at once. That's the goal, but we were just starting
out. We did not have the capital to go out and drill
ten or even five wells at once, so we did have to
start with four wells.

John, our geologist, and | determ ned that
the first Bone and second Bone were at risk of
depl eting each other. To preserve the reserves in the
section, we went out and drilled those two formations
together in a four well pad.

As soon as we had enough nobney, we cane
back, finished off those two sections. Because we did

not do themall at once, we decided to do five wells
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per section instead of six, although we did permt for
six in this case. W did end up dropping one well in
the first and second.
By the tinme we cane back to do the third, we
did have the noney to do it all at once, and that's
why we stuck with the six well per section. And as
you can see, as a full unit, we have conpletely
out perfornmed nost of our conpetitors in the area.
So whet her we saw degradation in the third
Bone with six wells versus the five, that is a
possibility on a -- on a per-well basis, but on a per-
unit basis, we are -- we are pulling nore reserves out
of the ground than if we were to do a five well
spacing pattern there, so --
And | just want to note | am not conpari ng
Gol den Tee to Cutbow or Grayling. This is conpared to
only wells in anal ogous rock near Gol den Tee.
Q Let's | ook at Apache's rebuttal. And did
you have any comments on slide 367
(Apache Exhibit 36 was previously
mar ked for identification.)
A No, | don't have any coments at this tinme
t oday.
Q And on Apache's rebuttal slide 37, there was

a fair anount of testinony about this yesterday. Did
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you hear that testinony?
(Apache Exhibit 37 was previously
mar ked for identification.)

A Yes, | did.

Q Okay. And do you have concerns regarding
the information that Apache's including on this
exhi bit?

A Yeah. | nmean, deep concerns. This -- this
chart makes me chuckle every tinme | look at it, but |
could see this chart being accurate if you were
| ooking at a basin that you had no previous know edge
of or had not operated in whatsoever and you were
trying to decline wells where you did not understand
the rock properties.

But as a certified expert in the Del aware
Basic, Lea County especially, | have nore than enough
hi story and -- and data around nme to decline these
curves accurately in six or twelve nonths.

If I didn't, |I don't think Avant would be a
conpany today. It would be tough to operate our
busi ness not know ng what our wells are going to nmake,
even in the first six nonths.

So |'mnot sure -- obviously don't know the
people that wote this article, but | doubt they've

drilled over 400 wells in the Lea County |ike | have,
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so l'"'min a nore unique position to understand what
the rock is going to do versus whoever wrote this
article.

Q I n your experience, do conpanies routinely
predi ct performance?

A | woul d hope so, otherwise it's pretty hard
to val ue your conpany. |If you have to wait 12 nonths
to get even within 12 percent of what you think the
well is going to do, that would be a tough ask in our
I ndustry to determ ne value of different assets.

Q And is that exactly what reservoir engineers
do?

A That is nost of your job, figuring out how
much these wells are going to make over tinme and when.
So maybe whoever wote this article is not a reservoir
engineer. | do not know. | do not -- | have not seen
this article before this exhibit.

Q Anyt hing el se on that slide?

A No.

Q Okay. What about Apache's slide 387

(Apache Exhibit 38 was previously
mar ked for identification.)

A Yeah. Yeah. | agree with a |ot of Dean's
concerns on this slide that he brought up yesterday.

It -- alot of data just is contradicting
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itself. Doesn't nake a | ot of sense here, especially
I f you take your -- take a | ook at the right chart.
To ne, it's -- this is saying you have a m nus 4
percent degradation for 5 well spacing pattern versus
7 percent on a 4 well.

If this is Apache's exhibit, | would like to
ask why they're even proposing four wells versus five
wells in that case.

Doesn't nmake a ton of sense to ne, but the

general thenme of degradation over nore wells in the

section. That's very true. That happens. That's
why we're drilling six wells and we're not drilling
eight wells. W feel like six is going to accurately

produce the reserves with m nimal waste, so yeah.
It's an interesting, interesting slide here.
Probably shoul d have put that in our exhibits.

Q And do you have a response to Apache's
rebuttal slide 39?

(Apache Exhibit 39 was previously
mar ked for identification.)

A Yeah. | think conmbined with ny rebuttal
slide, you know, kind of trying to |l ook at the sane
thing. Was trying to ook at like for Iike rock here,
Gol den Tee versus three different pads in the third

Bone.
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So the difference between this slide and --
and then ny rebuttal slide is | brought in our entire
package as a unit, so brought in the first Bone,
second Bone, third Bone. This is just the third Bone.

You know, there was testinony yesterday that
EURs and type curves do not matter in this scenario
for Apache. They did not want to provide their own,
so | find that pretty bold as an expert reservoir
engi neer when the nost basic fundanentals of your job
are type curve analysis and EUR to tinme curve
anal ysi s.

So | chose to put this in here because as an
expert witness in this basin, this is how !l feel the
well is going to decline over tine.

| do see our wells on a shallower decline
right now. That could be due to frac differences
between the units | had picked out and our own unit as
well as a little bit early time. As Apache stated in
one of their slides, we do punp nore water on our frac
job. It does take us |onger to take water off the
well so that we can start producing nore oil.

So in nmy professional opinion, this slide is
accurate and | have no problemwth it. That's all
have on that one.

Q And do you have comments or a response to
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Apache's rebuttal slide 40?
(Apache Exhibit 40 was previously
mar ked for identification.)

A Yeah. This is -- this is an interesting
slide. Wien | first |ooked at it, thought it was a
little odd that two of the wells are the sanme col or
when they're trying to show cl ear degradation of
interior wells but one of the red wells on the top of
this chart, one of the best wells in the Cutbow unit,
is an interior well. So whether he neant to do that
or not, pretty sneaky to nake them the sane col or.

But | can confirmone of the better wells
here is an interior well, telling ne that our spacing
Is not too tight yet and that we are getting good
devel opnent out of a six well per section spacing.

The other thing to note, there's a | ot of
early tinme issues on the Cutbow, mainly due to
m dstream  Cut bow was our second unit at Avant.

After we drilled the first two Cutbow -- or Gol den Tee
pads, we were able to start devel opi ng Cutbow. W had
been working on mdstreamfor nultiple years.

A mai n problem and the sanme problem ' m sure
Apache's going to deal with, only having one unit in
an area is a very tough ask to get mdstreamto build

out their line to you. They don't want to go spend
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the capital unless they have a |arger comm tnent of
wells, so that capital makes sense for them

So we were struggling to find a m dstream
partner here on the gas and water side. Finally cane
to agreenents wth Del ek.

We were always a bit worried. They had told
us they could be squeezed on the gas side a little
bit, so we did not have the opportunity to develop a
full section at a tine.

We chose to do three wells first to test the
six well spacing pattern. Fromthere we would nake a
deci si on on whether we want to continue that pattern
in the area going forward or if we would back down to
five.

We were prom sed things on our nidstream
contracts that were not fulfilled. W were promnm sed
over 45,000 barrels a day of water takeaway, so we
pl anned to bring all three wells on at once, rip them
open like we prefer to do, and instead they cane back
and they gave us 7,000 barrels a day.

We i medi ately had to choke back our wells
to virtually nothing just to produce these for 60
days. So our production is incredibly nuted.

We shortly decided since we were already

choked back, we were going to conme in and drill the
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next pad so that we didn't hit the wells while they
were at full steam And that's why we devel oped those
and -- and the two pads.

We then found a new m dstream partner. W
do have an exclusive contract with Northw nd where we
have 50 mllion in commtted volumes a day. They also
have a heavy penalty if they do not get to any of our
sections on tinme, so they will be forced to cone to
Grayling when we give them a date.

And then al so conbi ne sour takeaway because
as we are aware in this area, the first Bone does cone
w th sour gas, so you need to have a solution to get

t hat gas down the pipeline.

Q | was pulling up actually your original
slides --

A Sure. It's just a couple nore down here.

Q -- because | believe you address the

specific m dstream i ssues.

A Correct. So this is our -- our gas solution
her e. Like | said, we're -- we're an anchor custoner
of Northwi nd's. W have commtnents together and we
have been in tal ks about the Gayling unit for over a
year. They are already in progress of getting a |ine
up to Grayling.

They are currently working their line to
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Cut bow to be a backup to Del ek who has conti nuously
failed us on the mdstream side, and they will be
there June 15th, so we are very close to connection
with themthere.

And then on the next slide | believe is our
water. Sanme kind of situations. W kept getting
burned by water in the area, having trouble finding
supply water.

The four main operators operating up here
right now are PR, Matador, ourselves, and Mewbourne,
and a lot of this water's been commtted to sone of
t he bi gger conpani es because they have a ton of
acreage and a |lot of activity going on, so we had to
come up with our own sol ution.

We've already got one 1.5-m | lion-barrel
pond in service. Cane in service May 1lst. We' ve got
a second one planned for 3, 4, and that's going to
be just north of Grayling, so that will help service
that water as well.

MR. RANKI N: M. Examner, | feel I|ike
this is restating direct testinmony. |'mnot sure how
it's rebuttal.

THE HEARI NG OFFI CER: Ms. Hardy?

M5. HARDY: | think it addresses -- |
was just illustrating the information nore fully that
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he has included in his rebuttal slides, so -- and |
think that yesterday M. Rankin's wi tnesses went into
a fair anount of detail on their underlying
information. But | can nove on if you prefer.

THE HEARI NG OFFI CER: Let nme first
address the objection fully.

M. Rankin, | believe this w tness was
called to not only provide rebuttal but to adopt his
exhi bits which include his rebuttal and his original
exhibits, so in that respect |I wouldn't grant the
obj ecti on.

However, | do feel that the answer is
goi ng on past the question. So if you could in sone
way confine the answer a little bit nore to your
guestions, that would I think keep us on track.

M5. HARDY: Sure. | will do that.

THE HEARI NG OFFI CER: Thank you.

BY MS. HARDY:

Q M. Kelly, has Avant fully addressed the
m dstream concerns that you had w th Cut bow?

A Yes, we have on all three phases.

Q Ckay. So you don't expect there to be any
| ssue at Grayling, and you've set out the reasons why
in your direct exhibits?

A Correct. Yes.
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Q And di d you have any other comments or
concerns about Apache's rebuttal testinony yesterday
or their exhibits?

A No. | was just making it clear why we had
to develop these in -- in smaller packages when in
fact we would have |oved to develop this all at one
tinme.

It just -- it wasn't the -- it's just not
the way the world was at that point in time. There
was no option to do that. W would have put a | ot of
noney in the ground and not been able to produce. And
again, as a very small conpany, it would not have
been -- | wouldn't be sitting here today. Put it that
way .

M5. HARDY: Thank you. | think those
are all of ny questions.
THE HEARI NG OFFI CER:  Ckay.
M. Rankin, cross-exam nation?
MR. RANKIN. Thank you, M. Exam ner.
CROSS- EXAM NATI ON
BY MR, RANKI N:

Q On your Exhibit C18, M. Kelly -- and this
Is the Golden Tee area -- these charts show al
benches in the Bone Spring. |s that correct?

A C-18? That's correct.
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Q Ckay. It doesn't break out by bench?
A No. We're |ooking at two different things
there. Oh, there we go. Ckay.

Q Oh.

A Is this what you're referring to?

Q Sorry. | can -- is it okay if | drive?
That way | can -- because | know where |I'm-- yeah. |
like to drive. How do | do that again? | made Dean

| augh. That's okay. |It's good.

Okay. So sorry. Sharing C-18. Yeah. You
answered ny question. This analysis is not broken out
by bench for the Bone Spring?

A Correct.

Q Okay. On your testinmony in response to
Apache slides 37 and 38, | understand your point is
that reservoir engineers, their job is to nake
predictions; right? Conme up with assessnents and
forecast future production; right?

A Based on the data around you and that you
have avail abl e, yes.

Q Yeah. But all those forecasts come wth
sone | evel of uncertainty; right?

A Correct.

Q And sonme of the uncertainty that you're

dealing with is evaluating how six well spacing wll
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performrelative to four well spacing or |ooser
spacing in this area. Agree?

A Agr ee.

Q And neverthel ess, as | understand your EUR
curves are not including any uncertainty for effects
from degradation. Agree?

A For what? |'m sorry.

Q For effects from degradation, wel
degradati on. Agree?

A No, | do not agree.

Q How di d you include uncertainty with respect
to potential well degradation as you shift from four
wel | spacing or | ooser spacing to six well spacing in
your EUR curves?

A In my type curve slide, for the three
i ndi vi dual type curves?

Q Yeah.

A That is based on other wells that | have
drilled across the basin and what kind of degradation
we' ve seen from w der spacing patterns to tighter
spaci ng patterns.

Q So in your type curves, you have included a
factor for well degradation as you increase spacing?

A Yes.

Q What's that factor?
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A For 6 | usually use around a 10 percent hit,
but | also have to | ook at what kind of frac hits or
frac designs I'mdealing with in the i medi ate area,
which up in this part of the world can be quite
difficult. You have to cull through a | ot of data.
There's a | ot of ol der designs.

|'d say as a -- a rough guess, rough nunber
| should say is 10 percent, but it does vary based on
a lot of other factors.

Q So you use a -- in other words, for every

addi tional well, you decrease the per well production

by ten percent?

A When |'m going fromnmy 5 well per section to
6, | see around a 10 percent drop in my type curve.
Yes.

Q Did you include a 10 percent deduction in

your type curve as you go fromfive well to six?

A Yes.

Q Did you include a degradation from four
wells to five wells?

A No. Not in this area. | haven't seen a | ot
of degradation between four and five wells.

Q Are there very many sections spaced at five
well spacing in this area?

A Not in this area, no.
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Q How many are you aware of?

A In this area?

Q Yeah.

A Only a couple. Not ones that | would

actually use in this imedi ate area, so | have taken
ot her areas and used that to cone up with a type curve
in this area.

Q Ckay. So you didn't use a -- you did not
deduct for degradation fromfour wells to five wells;
correct?

A Correct.

Q Did you apply this factor as a result of
I ncreasing well density fromfour to six?

A Yes. | think I understand your question
correctly.

Q Yeah. So you applied a degradation factor
by increasing fromfour wells to six wells in your
type curves?

A Correct.

Q And that factor was what?

A Around 10 percent.

Q Ten percent. Okay. |'mgoing to cone back
to that because | want to make sure | understand how
t hat was appli ed.

Looki ng at your exhibit C5 in the original
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set of exhibits.
(Avant Exhibit C5 was previously
mar ked for identification.)
This as | understand the purpose of this

slide is a conparison of your Cutbow third Bone Spring

devel opnent to the offsetting Anaconda. |Is that
correct?

A That's correct.

Q And to your know edge, how many wells are

actually producing in that Anaconda unit that you've
hi ghl i ght ed?

A There are two wells producing and | believe
there are two permts. | think that's why the
| ateral s are skewed in that way.

Q Okay. So you're conparing your Cutbow six
wel |l spacing to an offset that has essentially | guess
It would be at four well spacing but two wells have
been drilled and produci ng so they're unbounded;
right?

A Correct. Yeah. So in theory they should be
| arger than four well bounded wells if they were
conmuni cat i ng.

Q So why did you choose the Anaconda here when
| think in M. Harper's offset activity exhibit, are

t here not any other four well spacing for the third
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Bone Spring in this area?

A No. Anaconda | believe was one of the
cl osest we coul d conpare to.

Q Ckay. That's right about where | wanted to
be. Okay. So we just reviewed your slide of the
Gol den Tee where you | ooked at conbi ned production for
all benches in the Bone Spring, and you're show ng
t hat Avant had outperfornmed offsetting production in
that area. Agree?

A Agr eed.

Q And this slide |I think was intended to do
the same thing with respect to the Cutbow with a
broader area.

And you'll see here, M. Kelly, that the
inset map identifies all of the offset activity that
is being used to generate this chart. And we've
hi ghl i ghted here the Cutbow wells, in particular the
third Bone Spring at six by spacing, which Avant is
asserting is the proper spacing for this acreage.

And you agree that as of today with current
production that the Avant third Bone Spring Cutbow
spacing i s now produci ng bel ow the average for al
wells in this area?

A This is a 12-township area. It's not

| ogi cal .
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Q So your assertion is that this area is too
broad?

A Correct.

Q But at least as to this map, | nean, that's
an accurate depiction of the production as to this
area?

A Correct. Correct

Q Ckay. And in ternms of well spacing and in
the Dustbowl or Grayling area, the six well spacing
that you're proposing for first Bone Spring, second
Bone Spring would be an outlier?

A Correct.

Q You'd be stepping out in terns of the
spaci ng?

A Correct. Yeah.

Q Okay. And sane thing with the third Bone
Spring?

A Correct.

Q Okay. Just have a couple questions on your
Exhi bit C-13 because | understand that Avant here
I nstall ed an ESP?

(Avant Exhibit C 13 was previously
mar ked for identification.)

A That's correct.

Q And just for the benefit of the record, it's
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| i ke electronic -- remnd nme what it stands for, ESP?

A El ectroni c subnersi bl e punp.

Q So that's the formof artificial lift that
Avant is using for these Cutbow wells?

A That's correct.

Q Do you know what the artificial lift is, if
any, for the Di anondback wells that you're conparing
them to?

A Yeah. They're on ESPs.

Q They're on ESPs too0?

A Yes.

Q How di d you know that they're on ESPs?

A | physically saw t hem

Q You di d? Ckay.

A Yeah. They're close to our unit. You can
see the -- the notor they have for the punp, so ...

Q Got it. Now, on this one in particular, how

did you conme to choose the Di anondback wells for your
anal og?

A Merely because they were directly north.
They were the closest wells possible. Really, they
should mmc us in reservoir properties. Simlar
wat er cuts, we would suspect, so | felt like that was
t he nost | ogi cal conpari son.

Q Ckay. Rather than choose nultiple? There's
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a lot of first Bone Spring | think devel opments in the
I mmedi ate vicinity, but you chose only to use those
two wells rather than a broader array of wells within
the offset?

A | did. | could have used a bit broader.

The wells are either very old or very new wth not a

| ot of production. PR is getting pretty active in the
area on first Bone, but there's just not a ton of
publ i ¢ dat a.

The Earthstones have been on since '19, so |
coul d get an accurate depiction of what the decline
| ooked |Iike so | could make nmy own decline based on
what kind of frac they had versus ours.

So | felt like those two wells were the nost
| ogi cal solution to conpare to at this time. As we
get nore data on PRwells, I'd -- I'lIl probably shift
to those, as they have a simlar frac design to what
we do.

Q Al right. Now, | need to understand -- you
and | had a discussion a little while ago about that
you applied a 10 percent factor for degradation for an
I ncrease of well density fromfour to six. Agree?

A That's correct.

Q And you did that for each of these type
curves Exhibit C 12, C-14, and C-157?

Page 352

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

(Avant Exhibit C 12, Exhibit C 14, and
Exhi bit C 15 were previously marked for
i dentification.)

A Correct. Yeah.

Q Okay. | need to wal k through the math. |I'm
not a mathematician, but | want to make sure |
understand it because as | understand, you cal cul ated
an EUR curve for the first Bone Spring here, for
exanpl e, which was 152 mllion barrels. |Is that
right?

A 752, 000.

Q Thousand barrels. Not a double M

A And | w sh.

Q Yeah. Right, 72,000. GCkay. So you take
that value and then you nultiply that value by six for
six well devel opnment; correct?

A Yeah.

Q And you multiply that same value by four for
a four well devel opnent?

A That's correct.

Q So you're applying the sane mathematics to
come up with an EUR, whether it's six wells or four
wells; correct?

A | see two different conpanies there as well.

Q So ny question is you applied the sane
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mat hematics to cone up with your EUR for six wells and
four wells; correct?

A No.

Q So | think we just went through. So you
t ook 752,000 barrels, right, which is the nunber you
got from your type curve?

A Correct.

Q And you applied that sanme nunber to Avant's
proposed devel opnent of six wells --

A Correct.

Q -- to get that nunmber of 4.5; right?
A Yeah.
Q And you applied that sanme calculation to

Apache's proposed devel opnment of four wells; correct?
A Correct.
Q Whi ch gives them about three mllion; right?
A Yep.
Q But | don't see how that 10 percent
degradati on factor was incorporated to decrease

Avant's total EUR

A Wasn't. Just used the sanme one we used for
ours. |I'mnot Apache engineer. They can't even
figure out their own type curve. |'mnot going to do

it for them

Q | guess ny point, though, is that | thought
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| understood you say that you did apply a degradation
value to cone up with your expected production for a
six well spacing.

A | did. That is the 752 you're seeing.

Q So you're applying a degradation against the

four well even though --

A We just use a like for like nunber. | don't
know what Apache's going to do. | don't know how
they're going to target exactly. | don't know how

they're going to frac, so | did not make an Apache
type curve. | sinply just used ny type curve nunber
and threw it on four wells a section.

In theory, their wells will be alittle bit
bi gger if they do everything correctly, but | don't
know Apache. | don't know if they're going to do
everything correctly.

Q Got it. Now --
THE HEARI NG OFFI CER: M. Rankin?
MR. RANKI N:  Yeabh.
THE HEARING OFFICER: 1'd |ike to take
a five-m nute break.
MR. RANKIN: That's fine. That's fine.
THE HEARING OFFICER: | didn't want to
break your pace, but --

MR. RANKIN: It's really fast. | know.
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THE HEARI NG OFFI CER: | want to cone
back on the record at 9:51 a.m Thank you.

(OFf the record.)

THE HEARI NG OFFI CER: It is 10:54 a.m
We are back on the record.

M. Rankin?

MR. RANKIN. Thank you, M. Exam ner.
BY MR, RANKI N:

Q M. Kelly, we were just tal king about the
factor that you applied to assess or to take into
consideration the degradation as a result of well
I nteraction, and | understood you to say that there's
a 10 percent degradation factor that you applied when

going fromfour well spacing to six well spacing;

correct?

A That's what | determined in this area.

Q In this area. Now, did you cone up with a
simlar well degradation factor -- well, let me ask
anot her series of questions first. [I'll come back to
t hat .

Looki ng at your Exhibit CG14 -- well, ['1]
start with CG12. For each of these type curve
exhi bits, you included an inset map where you've
identified the anal ogs that were used to construct the

type curve. 1Is that correct?
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A That's correct.

Q Okay. And so it's hard to see, but when you
zoomin, you've identified, you know, wells in that
I nset area for each bench. |In sone cases they're
st andal one wells; correct?

A That's correct.

Q And in sone cases there's nmaybe three wells
per section; correct?

A Correct.

Q And sonme cases there's two wells per
section; correct?

A Correct.

Q And dependi ng on the bench you may end up

with -- may have sone that are four well per section
spacing as well; correct?

A That's correct.

Q Okay. Sorry. |'m making everybody sick.
So for third Bone Spring spacing, the only anal og at
Six -- sorry. For the third Bone Spring for six well
spacing, the only analog is the Cutbow. |Is that

correct? The only analog for six well spacing is the
Cutbow in the third Bone Spring?

A Yeah. Yes. Correct.

Q But in addition to -- but all the anal ogs

t hat you used and identified in each of these exhibits
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are identified on the inset map, and then those

correspond to the gray lines in the type curve;

correct?
A That's correct. Yeah.
Q Now, to construct this type curve, you used

a factor of 10 percent to account for degradation from
4 wells to 6. Did you also devel op a degradation

factor to account for one well spacing to six wel

spaci ng?

A No.

Q How about two well spacing to six wel
spaci ng?

A | nmean, |'musing the sane as the four well,
Is what | should say. | didn't change it based on
one, two, three, or four. | assune those are al

pretty much produci ng unbounded.

Q Ckay. So you applied a 10 percent
degradation factor for all well spacing fromone to
four. |Is that correct?

A That's correct.

Q Okay. But we didn't know that anywhere on
t hese exhibits or your testinony; right? W wouldn't
have known how you did that cal cul ation?

A That is correct.

Q Ckay. So do you believe that by applying
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that 10 percent factor to all those spacing anal ogs
that that nmakes -- let nme rephrase that question.

That by applying a 10 percent factor, do you
believe it makes a one well per spacing standal one
anal ogous to your six well spacing proposal ?

A So far we've been in line with the six wells
we're currently producing. W are within 5 percent of
ny type curve.

Q That's your assertion for each of the anal og
offsets for one well spacing, two well spacing, three
wel | spaci ng?

A Correct. Yeah.

Q And now within these insets, there are wells
t hat have been producing for |less than a year?

A | don't think there's too many. | guess the
Cut bow second pad. Are you |looking at the third Bone
specifically?

Q Wll, let's start with the first and we'l|l
wor k our way down. Are you aware of any wells that
are used in your type curve analysis that have been
producing for | ess than one year?

A | am not aware. | will say | kick anything

out of nmy analysis that is four nonths and under of

public data. So there could be -- there could be
wells just under a year in here, yes, but I am-- | am
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not 100 percent certain right now.

Q Why do you exclude wells that have been
produci ng for |less than four nonths?

A Using public data, it's very hard to
decline. | think one of the engineers, maybe Roback
had nmentioned it, but the first nonth can be
i ncredi bly skewed, so it's kind of hard to decline on
publ i c dat a.

On internal data, you can easily decline at
four nmonths, but you have a |lot nore datapoints to
| ook at, whereas public you have four points and one
of them could be one day of data that was called a
month. So you -- | usually just kick out four nonths
for this type of analysis.

Q So four nonths' public data is not enough --
is not sufficient to do a decline curve anal ysis but
four nonths of in-house data where you've got nore
datapoints in your viewis sufficient to nake a
prediction. And in your type curves, you go out to 58
years?

A They don't actually go out there. That's
the way the -- these are not run on an econom c, SO
it's just the last ten years are just run out pretty
flat. They're just shown so it's easier to see what

t he actual final UR was, but ny curves usually go out
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around 42 to 45 years on an econom ¢ nodel.
Q Why did you choose to go out 58 years in

this case?

A Easier to see the data.
Q Okay. |Is it data or interpretation?
A It's data. It's real. |If you want to

produce oil at $1,000 and you want to produce a barrel
a nont h, you coul d.

Q So on this graph here, for each of these,
whil e you incorporated 10 percent degradation factor
for all well spacing up to 4 between 1 through 4 wel
spacing up to 6, right, you applied the sane
degradation factor for all that different wel
spacing, the math that you' ve applied here is the sane
as between 4 wells and 6 wells. Agree?

A Yes. Agree.

Q Ckay. And so, | nmean, no matter where you
are, six wells is always going to have a bi gger nunber
than four wells; right? Because you're always going
to be multiplying six instead of four to get a bigger
nunber; correct?

A In this case, yes.

Q Yeah. Now, why are you stopping at six? |If
you're going to get a bigger reserve total, why not go

to seven?
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A Because you're riding on the economcs of a
single well. Degradation, it's not a |linear pattern.
It's not another 10 percent from®6 to 7. | don't know
what it is. | haven't tested it in this area or even
close. | think the closest well that we would have
done that would have been 40 m | es away.

But based on the data we're currently
getting out of Cutbow at six, we feel like that is the
right way to develop the unit. W are getting very
economc wells, and we are trying to prevent as nuch
waste as possible in the unit.

Four wells, we would be leaving a lot -- |ot
behi nd. \Whet her degradation in your eyes is 10
percent or -- or even 15, you're still |leaving a ton
of reserves behind for -- for economc wells at
current prices.

And | have to say a | ot of the operators are
nmoving in that direction, and a lot of our -- the JOA
partners have decided to cone with Avant because they
| i ke our plan better, so nultiple parties are saying
this is the right way to devel op, not just Avant.

Q Looki ng at Apache's rebuttal, slide 36.

This shows a breakout over time of the well drilling
pattern within a 12-mle area of interest identified

In the inset map?
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A Yes.
Q I

see that many devel opnment patterns approachi ng six

don't -- so the six well spacing, | don't

wel | spacing. Doesn't appear to be a trend in this

ar ea.

A | have to say that's correct.

Q Okay. Sorry. One nonment. | got to get
back to where | was. You nentioned that the well
degradation is not a linear pattern; correct?

A No. O correct. Sorry.

Q Okay. But you applied a linear factor from
one well spacing to four well spacing to account for
degradati on. Agree?

A Agr eed.

Q Okay. And you stated that you deci ded Avant
said not to go to seven wells because you're concerned
about the econom cs of adding an additional well from
Six to seven?

A Correct.

Q Has t hat been tested anywhere? Have you

tested that yet?

A To the southeast. Like | said, probably 35,

40 m les away. Different rock.
Q And whi ch devel opment was that?

A We did seven near the Gol den Tee when | was
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at Centennial called the Airstreamin the second Bone
Spring.
Q Okay. So through a different conpany, it

was tested. Not Avant ?

A That's correct. Yeah.

Q Okay. And that was different rock?
A Ri ght .

Q Not anal ogous rock?

A That's correct.

Q So you're not sure whether tighter spacing
even than six would be appropriate around the Grayling
area?

A Not yet. As nore data cones in the Cutbow,
we'll be able to make that determ nation, but being as
one of the main operators up here, we're in a unique
position to develop all the acreage in this area and
in the best -- the best manner, so ...

Q But you're confident that the economc

decrease between four wells and five wells, five wells

and six wells still justifies drilling six wells?
A Yes, based on current data.
Q But you don't think it justified drilling a

seventh wel | ?
A Like I said, not at this tine. As we get

nore data, |'ll reeval uate.
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Q Ckay. Looking at your Exhibit C3, | think
| understand the cal cul ation, but | want to make sure
| got it right; okay?

(Avant Exhibit C 3 was previously
mar ked for identification.)

A Okay.

Q Looki ng at the bar chart here for Apache on
the far right where it has the value 6.6, you arrived
at that figure by adding the total of your estimted
recovery for the first Bone Spring two mle type curve
that you've identified here, 3 mllion barrels?

A That's correct. Yeah.

Q Ckay. And sane thing for the second Bone
Spring to get to the 6.6; right?

A That's correct.

Q Okay. And you did the sane for Avant's
figure here?

A That's correct.

Q Okay. And you heard M. Harper testify that
the third Bone Spring can be devel oped i ndependently
of the first and second. Do you agree?

A | woul d agree.

Q And that if Apache were to cone back and
separately develop the third Bone Spring at a | ater

time, that would not result in stranding of reserves
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or waste?

A | don't believe it would. | agree.

Q Okay. On this slide here, CG7, ny
understanding is Avant's position is that proper
devel opnent of this acreage would be to devel op each
bench entirely?

(Avant Exhibit C 7 was previously
mar ked for identification.)

A Yeah. That's correct.

Q But here's you're |ooking at a per-well
basis for AFE cost; correct?

A That's correct.

Q Wul dn't it be nore appropriate, apples to
appl es, to conpare each operator's proposed
devel opnent on a per-bench basis?

A Yeah. There's a lot of ways you can | ook at
dat a.

Q Okay. In other words, | nean, you know,
Avant's going to develop its entire bench and Apache's
proposi ng to devel op each bench entirely, so the

utility of looking at a per-well cost is dimnished?

A You can easily get to a full-devel opnent
cost with a per-well cost as well, though.
Q Now, the other -- this slide excludes

Avant's facility costs?
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A No. Facility cost is in there. |It's that
top darker gray portion of the bar chart.

Q Okay. So that 1.5 includes the -- is it an
al l ocated value of the 27 mllion for Apache's
facilities?

A Yes. Should be. Twenty-seven mllion on
Apache's facilities?

Q ' m sorry.

A That was -- yeah.

Q Avant's proposed facilities. Thank you for

correcting ne.

A Yeah. You got ne there for a second. The
1.5 -- I"'mnot sure where did the 27 mllion cone
from

Q | believe that is fromthe testinony on the

AFE cost for Avant's facilities.

A ["'mnot aware. | did not see that.

Q Okay. So what is that 1.5 in the dark gray?

A Yeah. That's the standard nunmber we usually
use per well to be plunbed into a CTB. So we take our
CTB cost and divide it out by however many wells we're
going to put into that CTB

For this purpose, there should be 18 wells

going into a CBT and we AFEd themat a -- each 1.4 or
1.5. So that should get you to 27 mllion.
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Q "Il have to find where that is. | don't
have it handy.

A But as we show, we've been com ng well under
AFE as of |ate.

Q So yeah. 1.5 | guess tines --

A 18 is 27 mllion. Yes.

Q Yeah.

A | just don't recall seeing the 27 mllion in
the testinony.

Q Got it. I'malnost there, M. Kelly. [|I'm

sure you're happy to hear that.

You nentioned that -- and | can't remenber
whi ch devel opnent it was. | apologize. Let ne see if
| can get ny notes. | think it was the Gol den Tee
t hat Avant had some capital issues. |Its preference
woul d have been to drill each bench entirely?

A That's correct.
Q But Avant at the tinme had capital issues and

was unable to do so?

A That's correct. That was our first pad, so
we started off with -- with four wells on the first
Bone and the second Bone.

Q And is capital an issue here drilling all
t hese proposed 18 wells within the tinefranmes of the

pool i ng order?
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A No, sir. Not anynore.

Q Last topic | want to touch on because it's
i nportant is A-17.

(Avant Exhibit A-17 was previously
mar ked for identification.)

On Avant's Exhibit A-17, it identifies the
proposed spud dates for each of the Gayling wells on
the right colum of that chart. Do you see that?

A Yes. Those are estimated rough spud dates
at this tine.

Q Can you review for us what Avant's proposed
sequence, drilling and conpl etion sequence woul d be
for the full devel opnent?

A Sure. We're currently looking to drill the
601 through 606H virtually as soon as possible, as
soon as orders conme in and pernmts are back on those
six wells, which were the -- when those cone back in,
we're plan on noving to that, those six wells,

I mmedi ately.

W were going to drill it with two rigs.
Shoul d take us around 30 days to get all six wells.
And then we plan on fracking all six wells imediately
after drilling and bringing those online.

Li ke you said, we're not concerned about the

third Bone interfering with the second and first. W

Page 369

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

have al ready seen that at Cutbow. W see -- we have
seen no interference, so after that we plan on com ng
i n and devel oping the second Bone and first Bone nost
li kely together as 12 wells all at once.
W will either use two or four rigs to knock
It out quickly. We like to keep our cycle tine pretty
fast to get capital in and out of the ground, so we
estimate we'll have it all done well wthin the year
pool i ng order.
It's an inportant unit to us as a conpany.
We have a good interest in here, high NRI due to the
| ease sale, so we're going to try to develop it as
soon as possible.
MR. RANKIN: Okay. | have no further
guestions. M. Kelly, thank you.
THE W TNESS: Thank you.
THE HEARI NG OFFI CER: M. MC ure?
MR. MCCLURE: Thank you, M. Hearing
Exam ner.
CROSS- EXAM NATI ON
BY MR, MCCLURE:
Q M. Kelly, seens you'd indicated as such
earlier, but to confirm do you believe it is npst
i deal to conplete all the wells in a bench together?

A Yeah, Dean, | do. | think it's incredibly
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| nportant, especially as you are down spacing to -- to
six wells a section because those fracs do support
each ot her.

You build up a lot of pressure within the
formation and it actually helps build a | ot of
conplexity near your well nore, creating better
declines than if you were to do them at separate
tinmes.

So it is ny professional opinion that it is
t he best use of resources to do a full bench at one
tinme.

Q Ckay. Thank you. If | can direct your
attention to Apache's rebuttal exhibit, page 14 of 14.
This is their slide 40.

A Yes.

Q | believe you spoke to this somewhat
earlier, but just to confirm can you describe the
reason that it appears that the benches were -- or
specifically the third Bone Spring was drilled out in
two different packages?

A Yeah. Sure. Mainly being one of the first
novers in this area with a | arger package, there's a
| ot of very old mdstream pipeline in the area, and we
were not confident that they would be able to take our

wells if we were to bring six on at one tine.
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They were telling us even with the three
that it was going to be tight on the gas side, and we
were trying to prevent all flaring and as well as any
ki nd of trucking from pad, so we nade the tough
decision to do three to start off and get our spacing
test in with those three wells.

And thankfully we did because we were
I medi ately curtailed due to the extreme m dstream
I ssues in this area that still exist to this day.

It's going to be very tough for a new conpany to cone
i n and produce eight well devel opnent at a single tine
when the -- the mdstreampipe is just not up to date.
Q If | can direct your attention -- junping to
anot her exhibit.
A Yep. No problem
Q Avant's exhibit page 168 of 344. That's
your Exhibit C-9.
(Avant Exhibit G 9 was previously
mar ked for identification.)
Ref erenced here is -- well, the third bull et
point down, if | can direct your attention to that?
A Yes.
Q Do you believe in this bullet point | guess
ki nd of keying off what your |ast response was

regarding a significant third-party investnent needed
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In order to increase flow assurance and prevent waste.
Do you believe that third-party investnent has now
been done?

A Correct. W have them done and they are
currently working their way to Grayling as we speak.
They are aware that we are | ooking to operate that
unit, and since they are on the way to Cutbow al ready,
It's a -- it's a quick junp up to -- to Gayling for
them So easy decision noney-wi se for the m dstream
conpany.

And they're under contract that they have to
reach all of our units in this AM, so anything on
this map, they are required to build to and take our
gas.

Q When you reference the third-party
i nvestnent in this third bullet point, what
specifically were you referring to as far as what
woul d they need to build out?

A This map on the right kind of shows their
projected systemw th the different dates that they're
pl anni ng on being there, so it's really that capital
I nvestment in that pipeline.

As it is on their end, I amnot privy to
that information on how nmuch they're actually going to

spend, but it is, as you can see by the map, a very
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si zeabl e pipeline build, so it's a heavy conm t nent
fromthem

Q So would it be accurate to say that what you
were referring to here was connecti ng additi onal
batteries and sales neters, then? |s that correct?

A That is correct. Yes. A lot of -- there
are a lot of mdstream conpanies that are forcing
conpanies to build to them whereas they've commtted
to build to us.

Q So is the lack of takeaway due to connecti on
to individual batteries rather than |arger m dstream
pi pelines taking gas away fromthis area to refineries
and such?

A No. There's still a -- a large lack of --
of big pipe to nove enough gas out of this part of the
basin, and m dstream conpanies are -- are unwilling to
build a systemlike Northwind is without a
considerable AM with a conpany that has enough
acreage to, you know, make use of that pipe.

Apache only having one unit in the Dustbow,
It's going to be a tough ask to get pipe up in that

area in the tinme that they need it based on their TA

So it's going to be an uphill battle. That's for
sure.
Q So | guess in regards to pipeline capacity,
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bringi ng production fromupstreamto refineries and

such, you are not aware of any infrastructure that's

getting built or has just been conpleted. |Is that
correct?

A | am not aware of any. No, sir. Besides
Nort hwi nd who is doing work for us, | am not aware.

Q Is it correct that Avant's Cut bow unit maxed

out the takeaway capacity?

A We did on the line that we were on. W --
we maxed it out. We had to find alternative options
for our water inmmediately. So we are actually
delivering water to nultiple parties just to get it on
pi pe.

And gas, we are still heavily constrained by

our first mdstream provider, which is why Northw nd's

is connecting in June. So that will alleviate our
Cut bow uni t.
Q Okay. | see. So currently you're not using

Northwi nd. Northwind is going to be a new m dstream

that's going to start taking away your gas. |s that
correct?
A That is correct. W are connected to them

at two of our other units down to the south and Cut bow
will be connected in June. That will be our

nort her nnost connection to date.
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Q Do you have reason to believe that Northw nd
wll allowyou a |arger volune of sales than your
current takeaway?

A Yeah. W have a contract in place, and
we -- we have firmcapacity with the conpany and we
have not hit that nunber yet. W' re nowhere near it,
so we have guaranteed space on their line, so we wl
have no issues bringing on new units in this area
anytinme soon.

Q M. Kelly, if | can direct your attention to
page 50 of 344 of Avant's exhibits. This is your spud
date table.

A Yes, sir.

Q You believe these spud dates to be accurate;
correct?

A Correct.

Q As far as you can estimate, | nean?

A Correct. Pending approval, we'd like to
nove themup, if possible, but this is our best
estimate for now.

Q If | can direct your attention to page 166
of 344. This is Exhibit C7 of Avant's exhibits. Do
you see that second bullet point there?

A Yes.

Q Just to confirm Avant does intend to dril
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these wells with a three-string casing design. |Is
t hat correct?

A That is correct.

MR. MCCLURE: Okay. Thank you. Looks
| i ke my other questions have al ready been answered.
Thank you, M. Kelly.

Thank you, M. Hearing Exam ner. |
have no further questions at this tine.

MR. CHAKALI AN: Ms. Hardy, redirect?

MS. HARDY: Just a couple.

REDI RECT EXAM NATI ON
BY MS. HARDY:

Q M. Kelly, M. Rankin asked you a nunber of
guesti ons about whet her Apache could conme back to
develop a third Bone Spring later. Do you recall
t hose questions?

A Yes.

Q Has Apache proposed any third Bone Spring
wells at this time?

A Not at this tinme. No.

Q And Avant has included third Bone Spring

wells inits application. |Is that right?

A That is correct.

Q We can look -- | can share ny screen here --
back at your slide C-18, your rebuttal slide. |Is the
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purpose of this slide to illustrate that greater than
four well per section spacing is the preferred
devel opnent in this area?

A That's correct. W have -- it was probably
four about ten years ago and it's evolved to five, and
we had been pushing to six. And | see a |lot of
operators probably follow ng suit.

Q Based on your experience, review, and
anal ysis of all of the reservoir engineering evidence
presented in this case including the rebuttal, in your
opinion, is six well spacing the best way to preserve
and produce the underlying reserves in this area?

A Yes. As a professional opinion, that is
what | believe to be the correct way to develop this
acreage.

Q And in your opinion is Avant's proposed
spaci ng and devel opnent pattern the best way to
prevent waste to protect correlative rights?

A Yes, it is.

M5. HARDY: | don't have any ot her
guestions. Thank you.

THE HEARI NG OFFI CER: M. Rankin, any
cross on that point?

MR. RANKI N:  No.

THE HEARI NG OFFI CER: M. MC ure, any
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cross on that point?

MR. MCCLURE: No, M. Exam ner.

THE HEARI NG OFFI CER: Ms. Hardy, does
t hat concl ude your case in chief and your rebuttal
case?

M5. HARDY: Yes, it does. Thank you.

THE HEARI NG OFFI CER. Okay. Very good.
Do either party have reason why we should not concl ude
the evidentiary portion of this hearing?

M5. HARDY: | do not, M. Exam ner.

MR. RANKIN: | can't think of any.

THE HEARI NG OFFI CER: Good. The
evidentiary record in this matter is closed. Let's
di scuss post-hearing procedure. Do the parties have

any desire to file post-hearing subm ssions?

Ms. Hardy?
M5. HARDY: Yes. | think that woul d be
hel pful, M. Examner. | think we would like to

submt a witten closing and proposed findi ngs and
concl usions. That would be hel pful for the division.

THE HEARI NG OFFI CER:  Ckay.

M. Rankin?

MR. RANKIN: | |ove taking on nore
wor k, M. Exam ner, so -- but | do think it would be
hel pful for the division. | think the parties can
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distill the issues and present the division sone
di screte findings that will help themwith their
anal ysis and assessnent. Yeah.

THE HEARI NG OFFI CER:  So t hen,

M. Rankin, how nmuch time would you need to submt a
cl osing argunent and proposed findi ngs and
concl usi ons?

MR. RANKI N: M. Examner, | would |ike
to have the transcript. | think ny understanding is
that generally the transcript is available within
about two weeks of the hearing, so that would put us
In the mddle of June roughly. And then | think
that's a tough time. There's a | ot going on.

| think three weeks maybe woul d be okay
to get that done. | think with three weeks, we should
be able to prepare a reasonabl e closing and findings.

THE HEARI NG OFFI CER: Okay. So July 7°?

MR. RANKIN: Terrible tinme, isn't it?
| would hate to inpose that on nme or -- maybe can we
do --

VWhat do you think, Dana? Do you want
to do the week after that?

M5. HARDY: So we were |ooking at --
yes. | think the week after that would be

confortabl e.
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THE HEARI NG OFFI CER.  Ckay. So you
want a nonth from when the transcript is filed?

MR. RANKIN. Sounds find right now.

MS. HARDY: Yes.

THE HEARI NG OFFI CER: Let ne check with
M. MClure.

M. MC ure?

MR. MCCLURE: Yeah. | have no
preference in the matter.

THE HEARI NG OFFICER: M. MCure --

MR. MCCLURE: |Is that what you were
asking? [|I'msorry.

THE HEARI NG OFFI CER: I n a way. Let ne
rephrase the question.

So basically, | suspect the transcript
will be avail able around June 13, M. Cogswell?

THE REPORTER: That's correct.
Yesterday's transcript will be delivered on June 12th
and today's will be delivered on June 13t h.

THE HEARI NG OFFI CER: Ckay. Thank you.

Originally, the proposed three-week
ti metabl e woul d have taken to July 4th, which was why
| suggested the July 7, but it sounds |like the parties
woul d prefer July 11.

MR. RANKI N:  Yeabh.
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MS. HARDY: That works.

THE HEARI NG OFFI CER: So, M. MC ure,
would it be helpful for the division to have cl osing
argunents and proposed findings of fact and
concl usions of |loss submtted on or before July 117

MR. MCCLURE: | nean, July 11 should be
fine. W won't be able to, you know, issue any orders
unti|l after we've had a chance to review that, but I
don't know if the division has a specific tineline on
when we need to have one issued.

So if it's fine with the parties, |
don't see where it would be any issue with the
division to have it done on July 11th.

THE HEARI NG OFFI CER: Okay. So what
|"m hearing, M. MClure, is that by filing what |
already outlined by July 11, it won't slow the
di vi sion down in any way?

MR. MCCLURE: Conceivably, the division
could issue an order earlier than that, but | wouldn't
necessarily foresee that, so | don't believe it woul d.
No.

THE HEARI NG OFFI CER: Let ne ask a
| egal question to counsel. Is it your understanding
that the division is in any way bound by these post-

heari ng subm ssi ons?
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MR. RANKIN. M. Exam ner, no. | don't
t hi nk so. No.

| know timng is an issue here,
obviously. Both parties are eager. However, we're
still waiting for BLM permts, so it's not |like there
Is BLM permts avail abl e.

And even if there were, they still have
to be submtted to the division for approval. So
we're waiting for that and historically, BLM approvals
have been slow in com ng.

So | think -- you know, | don't want to
del ay the decision by the division at all, but it
sounds to ne like July 11th woul d neverthel ess all ow
the division to review subm ssions fromthe parties,
take those into consideration w thout delaying a
deci si on.

But if the division is able to make a
determ nation, then | don't think that there's any
reason that they shouldn't, given the tinefrane
concerns about tim ng.

THE HEARI NG OFFI CER: Ms. Hardy?

MS. HARDY: | agree.

THE HEARI NG OFFI CER: M. MC ure, as
you heard, the transcript will take two weeks and the

parties want a nonth to file their post-hearing
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subm ssi ons.

I f the division makes a deci sion and
| ssues an order before July 11, would it notify the
parties so that the attorneys don't continue to work
on post-hearing subm ssi ons?

MR. MCCLURE: Yes. That is correct.
That is in our procedures to do.

THE HEARI NG OFFI CER: Ckay. Okay. |Is
t here anything else fromthe parties?

M5. HARDY: Not from Avant. Thank you.

MR. RANKI N:  Not hing further,
M. Exam ner. Thank you.

THE HEARI NG OFFI CER:  AlIl right.
M. Cogswell, when you file these transcript, | think
they go to Ms. Tschantz. |Is that right?

THE REPORTER: That's correct.

THE HEARI NG OFFI CER: Okay. And,
Ms. Tschantz, do you advise the parties once you
receive the transcript?

THE CLERK: | don't typically, but I
can do it in this case.

THE HEARI NG OFFI CER:  |'m sorry. I
didn't hear you.

THE CLERK: | do not typically notify

the parties, but | can in this case.
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THE HEARI NG OFFI CER: | just wondered
how t he parties know when the transcript is avail able.

THE CLERK: They usually check the
| magi ng t hensel ves.

MR. RANKIN:. M. Exam ner, in the past
where we've had timng of subm ssions based off of the
transcript, which hasn't been that often, but the
di vision has taken the kind step of notifying the
parties when the transcripts are avail abl e.

THE HEARI NG OFFI CER: Ms. Tschant z,
will you calendar a rem nder for June --

THE CLERK: Twelfth and thirteenth?

THE HEARI NG OFFI CER:  Thank you.

THE CLERK: Yes, | wll.

THE HEARI NG OFFI CER: So that you wil
notify the parties? And then, what, you upload the
transcript to the filing systemso it's basically free
for the parties to use?

THE CLERK: That's correct.

THE HEARI NG OFFI CER: | see. Ckay.

Al right. And then will you also cal endar a rem nder
for the deadline of July 11 for the post-hearing
subm ssi ons?

THE CLERK: Yes.

THE HEARI NG OFFI CER:  AlI'l right.
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Perfect.

M. MClure, is there anything further?

MR. MCCLURE: Yes, M. Hearing
Exam ner. Do we have a schedule for the applicants to
submt their anended exhibits by? | don't recall if
we' ve di scussed that yet.

THE HEARI NG OFFI CER: Thank you for
bri ngi ng that subject up, M. MC ure.

So let's go over, Ms. Hardy.

Now, M. Rankin, | don't believe we've
asked you to file.

MR. RANKIN: There are two issues that
were both related. We had to update our pool code in
our checklist and the C-102s. So those two itens
needed to be corrected on our end.

THE HEARI NG OFFI CER: The reason
didn't bring that up as to an anended exhi bit packet
because | didn't think the C-102s and the checkli st
were part of the exhibit packet, but are they?

MR. RANKIN: The C-102s are.

THE HEARI NG OFFI CER: Okay. Perfect.
So you wll issuing an anended hearing exhibit packet,
then? Ckay. Wuld you include a cover letter to
expl ain why you' re anendi ng?

MR. RANKIN: We will.
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THE HEARI NG OFFI CER: Ckay. Very good.
And when will you be able to do that?

MR. RANKIN:. As soon as | get the
materials from Apache, so | think if not by Friday,
we'll shoot for Monday, and | think we should be able
to get that done by Monday.

THE HEARI NG OFFI CER: Monday. Ckay.

M. MC ure, Mnday for Apache so far,
whi ch, of course, is June the 3rd.

Ms. Hardy, when will you be able to
amend what | show here is paragraph 3 of your rebuttal
exhibit A-28 as we discussed, the first bullet point?
And then you al so have Exhibit A-23 summary m ssing
slides. | think you also had -- was it also that your
exhi bits had sonmething covering part of themor is
that not this case?

M5. HARDY: | don't think so.

THE HEARI NG OFFI CER: Not this case.
Okay. That nust have been earlier case. Thank you.
And second page of A-23, | think?

MS. HARDY: Correct.

THE HEARI NG OFFI CER:  When wi Il you be
able to have those?

MS. HARDY: We can submit those on

Monday as wel | .
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THE HEARI NG OFFI CER: Monday as wel | .

So, M. McClure, | hear June 3rd for a
deadline for both parties.

MR. MCCLURE: Very good. M. Hearing
Exam ner, just to confirm the corrections nmade to
affidavits and such here at hearing, the parties do
not need to submt an anmended exhibit for that. |Is
that correct?

THE HEARI NG OFFICER: It was corrected
on the record.

However, Ms. Hardy, | nean, if you're
submtting an anended packet, how do you feel about
I ncorporating the corrections that were brought out
during your direct?

MS. HARDY: | think that would be
probably a good idea. | think -- well, we can
certainly do it on the slide that M. Kelly referenced
with the incorrect heading, the nunmbers. | don't
recall the slide off the top of ny head, but --

THE HEARI NG OFFI CER: Okay. Are you
tal ki ng about the Apache -- | renenber that there was
a di sagreenent over soneone's slide where it talks
about the different parts of the section. It didn't
correspond to the -- was that your slide?

M5. HARDY: No. That was Apache's
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slide.

THE HEARI NG OFFI CER: That was Apache's
sl ide.

Do you want to correct that,

M. Rankin?

MR. RANKIN: | think are you
referenci ng how Apache had erroneously identified the
number of wells that Avant had drilled and were
operating? |Is that the slide?

THE HEARI NG OFFI CER: That's not the
correction | was thinking of. Do you renenber the
slide that had the sections colored so that it showed
the east half of a section w thout that northeast
corridor in one color? | think it was section 6. No,
it wasn't section 6. Maybe it was 11 or sonething
| i ke that.

And then there was another part of that
section on the west side. It was the west half of the
west half. Do you renenber that?

MR. RANKIN: | think --

M5. HARDY: It was M. Johnson's plat.

THE HEARI NG OFFI CER: There we go. And
that had an incorrect description on the right upper
table. And one of Avant's w tnesses brought it up, if

|"' m not m staken. Does that sound fair?
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M5. HARDY: | think I questioned him

about it on cross.

THE HEARI NG OFFI CER: And do you know
what slide nunber that was, M. Rankin?
MR. RANKI N: | believe it's slide 7.

THE HEARI NG OFFICER: All right. Good.

Can we confirmthat, if possible?

MR. RANKI N: Yeah. It's slide 7.

THE HEARI NG OFFI CER:  Ckay.
just renmenber that one because we got stuck

for alittle while.

MR. RANKI N: "Il confer with

M. Johnson. | think we can make that -- correct what

needs to be corrected on the | egal descripti

THE HEARI NG OFFI CER: Perfect. That

was the only one | renenmber that needed correction,

unl ess you want to correct any other slides.

MR. RANKIN: | think other than that,
the record will reflect any changes or nodifications.
THE HEARI NG OFFI CER:  And t hen,
Ms. Hardy, which other correction do you feel you'd

want to make in your exhibits or your rebuttal s?

MS. HARDY: | think I can --

| was referring to just a nonment ago is C-18. W can

correct the heading on those tables.

G eat . I

on t hat

on.

the slide
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THE HEARI NG OFFI CER: Ckay.
MS. HARDY: O her than that,

| i ke our corrections were covered in the --

THE HEARI NG OFFI CER: W I | you just

I nclude that in your cover letter --
MS. HARDY: Yes.
THE HEARI NG OFFI CER: -- so

obvious to the division's technical exam ners what is

bei ng changed?

MS. HARDY: Yes.

THE HEARI NG OFFI CER:  So when you

resubmt -- now, that's your rebuttal exhibit. s it

not ?

MS. HARDY: Yes.

THE HEARI NG OFFI CER:  So you'll just be

resubmitting a -- are you going to resubmt
packet or just the rebuttal packet?

MS. HARDY: Well, the Exhi bi
where we need to submt the m ssing slide,
our original exhibits. | think so.

THE HEARI NG OFFI CER: So it
bot h of your packets wll be resubmtted?

MS. HARDY: Yes.

THE HEARI NG OFFI CER:  Fi ne.

But, M. Rankin, you only have one

Per f ect .

| feel

that it's

the entire

t A-23

that's from

sounds |i ke
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packet that needs to be resubm tted?

MR. RANKIN: Correct.

THE HEARI NG OFFI CER:  Just so |
under st and what needs to be done. |Is there anything
else fromthe parties?

MS. HARDY: | don't believe so.

MR. RANKIN: Nothing from ne.

THE HEARI NG OFFI CER: AlIl right.

M. Cogswell, we're off the record.

(Wher eupon, at 10:45 a.m, the

proceedi ng was concl uded.)
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CERTI FI CATE

I, JAMES COGSVELL, the officer before whom
t he foregoi ng proceedi ngs were taken, do hereby
certify that any witness(es) in the foregoing
proceedi ngs, prior to testifying, were duly sworn;
t hat the proceedings were recorded by ne and
thereafter reduced to typewiting by a qualified
transcriptionist; that said digital audio recording of
said proceedings are a true and accurate record to the
best of ny know edge, skills, and ability; that | am
neither counsel for, related to, nor enployed by any
of the parties to the action in which this was taken;
and, further, that I amnot a relative or enployee of
any counsel or attorney enployed by the parties

hereto, nor financially or otherwise interested in the

outcone of this action. :ﬁ%ééggf

Notary Public in and for the

JAMES COGSWELL

State of New Mexico
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CERTI FI CATE OF TRANSCRI BER

I, JENNA STERN, do hereby certify that this
transcript was prepared fromthe digital audio
recordi ng of the foregoing proceedi ng, that said
transcript is a true and accurate record of the
proceedi ngs to the best of ny know edge, skills, and
ability; that I amneither counsel for, related to,
nor enpl oyed by any of the parties to the action in
whi ch this was taken; and, further, that I amnot a
relative or enployee of any counsel or attorney
enpl oyed by the parties hereto, nor financially or

otherwi se interested in the outcome of this action.

s

JENNA STERN
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