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

In THE MATTER OF THE HEARI NG
CALLED BY THE O L CONVERSATI ON
DI VI SI ON FOR THE PURPOSE OF Docket No. 16-23 OCD
CONSI DERI NG.

Case Nos. 23448, 23449, 23450,
23451, 23452, 23453, 23454,
23455, 23594, 23595, 23596,
23597, 23598, 23599, 23600,
23601, 23508, 23509, 23510,
23511, 23512, 23513, 23514,
23515, 23516, 23517, 23518,
23519, 23520, 23521, 23522,
23523.
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DATE:

T ME:
BEFORE:
LOCATI ON:

REPORTED BY:

JOB NO. :

VI DEOCONFERENCE HEARI NG

Thur sday, August 10, 2023

9:45 a. m

Honor abl e Exam ner Felicia Orth

Remot e Proceedi ng

Al buquerque, NM 87102

Dana Fulton, Notary Public

6031756
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APPEARANCES
ON BEHALF OF ClI MAREX:
W LLI AM ZI MSKY, ESQURE (by videoconference)
Abadi e & Schill
214 McKenzie Street
Santa Fe, NM 87501

ON BEHALF OF MRC PERM AN COMPANY AND PRI DE ENERGY
COMPANY:
JI'M BRUCE, ESQUI RE (by videoconference)
James Bruce, Attorney at Law
P.O. Box 1056
Santa Fe, NM 87504

j amesbruc@aol .com

ON BEHALF OF DEVON ENERGY PRODUCTI ON COMPANY, LP
COTERRA ENERGY; AND ClI MAREX ENERGY COMPANY:
DARI N SAVAGE, ESQUI RE (by videoconference)
Abadi e & Schill
214 McKenzie Street
Santa Fe, NM 87501

dari n@badi eschill.com
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APPEARANCES (Cont'd)
ON BEHALF OF O L CONSERVATI ON DI VI SI ON:
HAI LEE THOMPSON ( by vi deoconf erence)
JOHN GARCI A (by vi deoconference)

Energy, Mnerals and Natural Resources Departnment

1220 South Street Francis Drive
Santa Fe, NM 87505

ON BEHALF OF MRC PERM AN COVPANY AND PRI DE ENERGY
COVPANY:
JI M BRUCE, ESQUI RE (by videoconference)
Janmes Bruce, Attorney at Law
P. O Box 1056
Santa Fe, NM 87504

j amesbruc@ol . com

ALSO PRESENT:

Mar |l ene Sal vidrez, Host (by videoconference)

John Cof f man, Landman, Coterra Energy Conpany (by

vi deoconf er ence)
Staci Mueller, Geol ogist, Cimarex Energy Conpany
(by vi deoconference)

Kody Murphy (by vi deoconference)
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PROCEEDI NGS

THE HEARI NG EXAM NER: At | east one

nore w t ness. Let's see.

MR. Z| MSKY: Madane Exam ner,

calling Eddi e Behm who has just appeared on video.

THE HEARI NG EXAM NER:  Ckay.

just a little trouble hearing you, M. Z nsky.

MR. ZIMSKY: |Is that any better?

THE HEARI NG EXAM NER:  Yeabh.

keep your voice up, that's better. Al right.
M. Behm if you would please raise

your right hand. | can't hear you. Maybe decided to

get off and cone back on. We'Il| see.

MR. BEHM Can you hear nme now?

THE HEARI NG EXAM NER:  Yes.

MR, ZI MSKY: We can't see you.
THE HEARI NG EXAM NER: We can't see

you, though. ©Oh. There you are.

MR. BEHM All right. Thank you. [|'m

so sorry. And ny answer was yes, ma'am to
THE HEARI NG EXAM NER:  \Wow.
Everyone but ne di sappeared fromthe screen.
MR. ZIMSKY: | can see Adam
Exam ner, and M. Behm

THE HEARI NG EXAM NER:  Okay.

I''m

Havi ng

When you

the --
Ckay.

Madame

So all |
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see are gray boxes for all of you, who |I had been
seei ng, which doesn't trouble ne that nuch, except
insofar as it indicates there's still sone potenti al
connectivity issues.

But, M. Behmif | could just hear you
say for the transcript that you will swear or affirm
to tell the truth.

VWHEREUPOQON,
EDDI E BEHM
called as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothi ng but
the truth, was exam ned and testified as foll ows:
DI RECT EXAM NATI ON

BY MR, Z| MSKY:

Q And, M. Behm could you spell your nane for
the court reporter.

A E-D-D-I-E, B-E-HM

Q Thank you. And you have your self-affirnmed
statenent of Eddie Behmin front of you?

A Yes.

Q And are the statenents in -- is the contents
of your statement correct and accurate?

A Yes.

Q And the exhibits attached to your statenent,

Exhi bit D1 through D24. Were those prepared by you or
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under your supervision or fromcorporate records that
you supervised the conpilation of this data?

A Yes.

Q And are they correct and accurate, to the
best of your know edge?

A Yes.

Q And, M. Behm have you ever testified
before the division?

A Yes.

Q Have you been admtted as an expert in
reservoir engi neering?

A Yes, sir.

Q And petrol eum engi neering. |Is that correct?

A Yes, sir.

MR. ZI MSKY: Ms. Exam ner, can you hear
us?

MS. SALVIDREZ: | can hear you all. |
think she's having internet issues.

MR. ZI MSKY: Ckay. Yeah. She sort of
popped -- | can see her gray box. |'mnot going to
continue with this until -- that's why, you know, |
didn't see her video. So | thought she m ght stil
have the audio. Let's hold off and probably ask all
t hose questions again, because | didn't notice when

she left.
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MS. SALVIDREZ: Yeah. Let's hold off.
And she said that she turned off her canera. Let ne
call her. Hold on. She is calling in.

(OFf the record.)

THE HEARI NG EXAM NER: | am now on the
phone. This is Felicia Oth. M. Zi nmsky had just
i ntroduced M. Behm M. Behmwas sworn. | did hear
the part where M. Zi nsky asked M. Behmif he had his
affidavit statenment in front of himand was adopti ng
that. But shortly after that, | could not hear
anything at all.

Can you pick up fromthere, M. Zi nsky?

MR. ZI MSKY: Yes, | can.
BY MR, Z| MSKY:

Q M. Behm your statenment. Was that prepared
under your direction and your input?

A Yes.

Q Are the statenents set forth -- is the text
and the narrative set forth in your statenent correct
and accurate to the best of your know edge?

A Yes.

Q And the exhibits that were attached to your
statenent, Exhibit D-- as in delta -- D1 through D24.
Did you prepare those or were they prepared under your

supervi si on and approval ?
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A Yes.

Q And are they correct and accurate to the
best of your know edge and belief?

A Yes.

MR. ZI MSKY: Your Honor, | would nove
to introduce the self-affirnmed statenent of Eddie
Behm Exhibit D, and his exhibits attached to Exhibit
D1 through D24 -- I'd like to nove that into evidence
I n cases 23448 t hrough 23451 and cases 23594 t hrough
23597 and cases 23452 through 23455 and cases 23591
t hrough case 23601.

THE HEARI NG EXAM NER:  All right. I'm
going to pause for a nonent. |In the event M. Rankin
or any other party has an objection, please just speak
up. All right. The exhibits are admtted. Thank
you, M. Zinsky.

(Exhibit D was marked for

I dentification and received into

evi dence.)

BY MR Z| MSKY:

Q M. Behm have you ever testified before the
O | Conservation Division of New Mexico?

A Yes.

Q And have you been recogni zed as an expert in

petrol eum engi neeri ng and petrol eum reservoir
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engi neeri ng?

A Yes.

proffer M. Behm as an expert

and reservoir

going to pause for a nmonent in the event any other

party has an objection.

MR. Z| MSKY: Madanme Exam ner,

engi neeri ng.

THE HEARI NG EXAM NER:  All right. |I'm

He is recogni zed, M. Zi nmsky. Thank you.

BY MR Z| MSKY:

Q Okay, M. Behm We're going to go -- as
we' ve agreed to do the procedure,
your direct testinony, your statenent, and exhibits.

But we will go back to themin response to -- we're

going to | ook

at -- is it Fechtel? 1s that

THE W TNESS: Adam can you hel p nme out

with that pronunciation.

BY MR ZI MSKY:
Q M.

exhi bits F2 through F8 that

MR. RANKIN: Sorry. |It's Fechtel.

MR. ZI MSKY: Fechtel ?
MR. RANKIN: Fechtel.
MR. ZI MSKY: Fechtel. Ckay.

Behm have you | ooked at the engi neering

submtted in this case?

I n petrol eum engi neeri ng

Pl ease speak up if you do.

['"mgoing to go into

Per m an Resources has

| woul d

hi s nane?
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A Yes. | -- 1 have.

Q Okay. |I'mgoing to go through sonme of those
exhi bits and ask you sonme questions about that. [|'m
going to first share --

MR. ZI MSKY: Madane Exam ner, will you

be able to see the shared --

THE HEARI NG EXAM NER: | will not.
Until | get full internet access back -- and | wll
keep trying -- | won't be able to see it. But | can

see exhibits which | have downl oaded onto ny conputer
If you just make sure to reference the exhibit nunber
I n the page.

MR, ZIMSKY: | will do that.
BY MR, Z| MSKY:

Q And right now I'msharing -- or | think I'm
sharing the Exhibit F2, M. Behm Do you use that?

A Yes, sSir.

Q Okay. And | wanted to direct your attention
to, on the right-hand side, nunber one. It talks
about -- | guess it's area nunber one. Now, were you
here when Ms. Mieller testified about the little bear
wells that are referred to here at the bottonf

A Yes.

Q Do you recall what she testified to as far

as what formation they were conpleted in and producing
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fronf?

A Yes.

Q And you recall what she said?

A Yes. This -- this |ooks nore like a
Wbl f camp plastic and then a Wbl fcanmp A | andi ng when we
| ook at this. ©One of the challenges is we're all
using public data. So this is an area we have good
control, and we're confident in where those wells are.
But everybody's doing the best they can with public
dat a.

Q And when you say control, what do you nean
by control ?

A Different conpanies will have access to
different density of logs in different |ocations. So
where you have lots of logs, it's very easy to tel
where wells are | anded. Where you don't have good | og
control, it can be nore difficult to correctly place a
| andi ng zone.

Q And you have good control in the area where
little bear is being devel oped?

A Yes.

Q And little bear covers the south half of
section 28, west half of section 34, and all of
section 33 in the sane township and range as the

subj ect | ands; correct?
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A Yes.

Q Okay. And now, | want to ask you a question
about conchos noss federals. In here, it says it's a
third Bone Spring co-devel oped with Wbl fcanp in two
wel |l pairs, which devel opnent del ayed by nore than a
year in the case of nobss federals.

Do you have any comrent about t hat
st at ement ?

A Not particularly. Staci could speak to
| andi ngs better than nme for the noss federal. Wat we
have here was the little bear.

Q And the noss federal. You would agree that
the proration unit for each of them each of those
wells, is -- they're not stacked. |In other words,
there's not a third Bone Spring -- Wl fcanp bel ow a
third Bone Spring in the sanme proration unit.

A Wwell, yes.

Q So it's what you would call a flat
devel opnent ?

A The -- the risk of vertical interference
woul d -- would not be as high as being directly --
directly stacked.

Q Okay. And I'mgoing to go to F3. Now, on
the right-hand corner, there's a chart that shows --

It has four different colors with third Bone Spring in
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area of high quality. Wl fcanp. Wl fcanp in area of
hi gh quality. Wl fcanp. Third Bone Spring in the
red. Area of low quality, Wl fcanp. And the darker
blue is the Wolfcanp in area of |ow quality Wl fcanp.
Do you have any comments about this slide?

A One of the challenges here is the -- the

pl ots are -- are broken out by |anding zone. So
the -- the COG devel opnent in area one we show as
Wbl fcanmp without -- without third sand | andi ngs. So
that's -- that suggest pull the averages down on the

red and bl ue |ines.

The -- the other thing, as far as quality
goes -- while there is inproved PH, the Mghty
Pheasant in both the third and the Wolfcanp -- PHis
porosity tines height. So what we're tal king about
here is how to best access what we view as a single
reservoir. And the height difference between these
areas is 300 feet versus 345.

And this m ght be better covered by Staci,
but her exhibits B6 and B20 show t hose thicknesses.
So for us, conparing these areas and how to best
access themwith -- with a fracture and -- and | andi ng
pattern, we would view themas very simlar for -- for
the target reservoir.

Q Now, |'m going to share Exhibit F4. And on
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the left-hand side, it's nmatador Verna Rae. Do you
see that?

A Yes, sir.

Q And the commentary at the bottomis
I mmedi ately offset of Joker Bane -- are exanpl es of
successful co-devel opment on third bum spring at
Wl f canp at the exact same spacing and targeting that
Per m an Resources has proposed in Joker Bane.

Now, do you have any comments regarding --
I n paragraph 9 of his statenent, he states of both the
Verna Rae 134H and the Verna Rae 204H are extrenely
strong. The Verna Rae 133H, however, does not
directly wine rack with the wolf canp A well. Is a
poor perfornmer.
The Verna Rae results suggest that

co-devel oping the Bone spring and Wol fcanp A wells
together results in better |ong-term perfornmance and
hi gher cunul ati ve oil production than producing third
Bone springs well alone. Now, do you have any opinion
regarding M. Fechtel's characterization of production
fromthe Rae wells and the conclusion he draws from
t hat production?

A The -- the characterization of production is
fine. Those are good wells. The -- the concern |

have is they're edge wells and not in a full
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devel opnment .

And additionally, they're -- they're a frac
test, so there is significant fluid and sand put into
t hose two edge wells, which | ease |line the joker.
Wuld it be better if | shared the exhibit? Can you
see Exhibit D13 -- ny testinony. It would be -- on
PDF, it woul d be page 248.

Q Ckay. | will pop that up.

A O | can share too. Are you able to see ny
screen?

Q Yes.

A Ckay. So what |'ve called out here is the
purple and green wells -- are the wells referred to.
A lease line, the Mghty Pheasant, sections 5 and 8,
the acreage we're tal king about today. And what
stands out to me is this is a frac test.

What | nean by that is, this is a
significant anount of energy to put into the ground in
this area. That's inportant on edge wells, because
you can go grab reservoir beyond what you woul d be
able to access in a bounded environment, in ny
opinion. | think that could have a significant
overprint on -- on how two wells m ght perform versus
a full devel opnent.

Q Now, can you explain what you nean by a
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bounded well or bounded devel opnent ?

A |'ve got a map up here. It's probably
really hard to see. But if you | ook at where the
wells are located, there are no conpeting well bores
in the acreage we're tal ki ng about today.

Nei t her of us have drilled a third sand or a
Wl f canp. So that neans these wells are able to
access whatever this frac is able to touch. So to ne,
sone of this overperformance is comng fromwthin our

section. This is |ease line depletion as well.

Q And on Exhibit 4, there's also sone
di scussion -- let nme share F4 again. And do you see
F47?

A Yes.

Q On the right-hand side. It tal ks about
Batman well. And you have any opinion regarding
his -- line 15 of paragraph 9 of his statenent. He

states, early tinme production from Perm an Resources
Bat man devel opnent corroborates this observation

The production profile and cumnul ati ve
production were co-devel oped third Bone Spring and
Wbl fcamp A wells in the Batman unit. Show these wells
are outperformng third Bone Spring wells and they're
devel oped al one.

Now, do you have any -- and then in Exhibit
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F8, he also tal ks about the Batman well in the | ower

| eft-hand corner in the left-hand side. And | guess
the whole exhibit is Batman. Do you have any opi nion
regardi ng his characterizations of production fromthe
Bat man wells and unit and then the conclusion he draws
fromthat production?

A The performance fromthe wells early tinme
and rates is -- is very good. But early tine rate
does not equal reserves.

Q Do you have Exhibit D17? Can you share
t hat ?

A Ch, vyes.

Q And continue wth your description of your
opi ni on about the Batman producti on.

A This -- this is one thing -- is not -- |I'm
not the operator of this. But one thing | would be
curious to check -- and it could not nmean anyt hi ng.
It's just there's a significant shift in water cut and
GOR right around when it | ooks |ike maybe an upset
occurs.

And that -- that would be sonething | would
check on ny wells, just because both of these water
cut and GOR oil productions and input into that. Just
to make sure the allocation is -- is correct.

The other thing that |I'm | ooking at here
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IS -- in ternms of acceleration, the west half should
be cleaning up maybe a little bit faster than the east
half. |'d be curious how these wells performwth
nore data. Maybe once ESPs are installed and we're
able to see sone decline to verify reserves.

Q And ESP is the --

A El ectric subnmersible punmp. And the reason
that's inportant is to get good drawdown on the wells.
Early tinme when -- when wells are drilled, if |I've got
nore wells in an area, | could accel erate producti on,
‘cause I'mable to drawn down the reservoir a little
qui cker, 'cause the wells are closer together. M
concern is late time, does that -- does that early
time performance correlate to additional reserves?

Q Based on this data, is it 50 days of
producti on?

A It's -- yeah. It's a little past 50.
They' Il have nore. This is what we got |ast week.

But you need to see nore of the well before reserves
woul d be a confident number in -- in nmy opinion.

Q I n your opinion, how | ong would that take to
be able to make a cal cul ation that you would deemto

be reliable as far as estimated ultimate recovery?

A | would get nore confortable throughout tine
that | -- | would want to see the -- the wells on
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decline post-ESP install. So that m ght be six

nont hs, seven nonths of data to start having an

opi nion and then maybe out to a year or nore to -- to
start gaining sone nore confidence in that opinion.

And -- and what |'m showi ng here is Exhibit

D15. And -- and again, they'll have sonme nore data.

" mjust showi ng these versus sone of the other

devel opnents in the area. And -- and what |' m | ooking
for here is, does this trend continue long-term or do
these wind up being nore simlar later out in tinme?

| f that nmakes sense.

Q No. That does nmke sense. Now, in the
rebuttal exhibits -- if | can find ny cursor. |'m
going to share Exhibit -- believe it is Al5.

Apol ogi ze for the delay here. Let's go back to D15
t hat you were just show ng.

And so the purpose of D15 is to show
production fromthe Batman conpared to these other
wel | s?

A Yes. And -- and this is the average well

oil per foot per day versus on the X axis. And what

you're looking for here is -- this is like a -- a
capital efficiency plot. |If you re doing well and
capital efficiency space, you'll be at the top.
And what | nean by that is, you're "cuneing"
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| ots of oil out of your wells. If you can "cune" as
much oil as sonebody el se who's drilled additional
wells with | ess well count, then your project is nore
profitable than sonebody -- than a different
devel opnent that was executed.

So |I've called out sone different
devel opnents on here. The Reed and Stevens North Lea.
This is adjacent to the Loosey Goosey Acreage at four
wel l's per section or four wells in the section.
And -- and we nodel that as an excellent third sand
devel opnent that is -- is one -- one of the better
devel opnents in the area.

Q Ckay. Now, going back to Exhibit F4, in
paragraph -- statenment in Exhibit F4. And Exhibits F2
and F3. He asserts that co-devel opnent of the third
Bone Springs and Wolfcanp A is the optinum devel opnent
tactic with respect to the subject |ands.

Do you have an opinion regarding this claim
about co-devel opnent of the third spring in Wl fcanmp A
as being the optimal tactic for devel oping the subject
| ands?

A The black and tan to ne is a very inportant
devel opnent, because | don't have to rely on edge
wells, and | can see significant density drilled in --

In one location. And that's inportant to a reservoir
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engi neer to understand if the entire tank has been
accessed or not. But that's part of why that features
so heavily in -- in ny slides -- is tonme, it's the
best exanple there is.

Q And in the rebuttal exhibits, they claim
that the black and tan is not anal ogous. Let ne get
t hat --

MR. RANKIN: Objection to the question,
Madame Exam ner. M. Zinmsky is listing testinony on
your rebuttal exhibits to which we have not yet
offered any testinmony. This is surrebuttal, and I
don't think it's appropriate, nunber one, for Ci marex
to offer surrebuttal w thout |eads. Nunmber two, we
haven't even testified on that yet.

THE HEARI NG EXAM NER:  Ri ght.

M. Zimsky, | think we had an earlier
agreenent about the fact that this would be divided
kind of into two parts.

MR. ZI MSKY: Okay. And | think I
emai | ed M. Rankin | ast night about M. Behm goi ng
t hrough the Exhibit K. But if he wants us to call
M. Behm back, we can just do that.

THE HEARI NG EXAM NER:  All right.
Thank you.

/1
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BY MR, ZI| MSKY:
Q And, M. Behm can you explain a little bit
nore detail why you believe the black and tan is

anal ogous to the subject |ands?

A When |'mtal ki ng about anal ogous, sone of
the things I'mlooking at are -- if | were to | ook at
Staci's exhibit, B6, B20, |I've got a sim/lar thickness

of target. \What appears to be predom nantly driven by
the -- the sands, which would have better fl ow
properties.

We believe they contribute significantly
nmore than -- than the A shell down bel ow, which --
whi ch neither conpany is proposing the land in. Wat
|"m |l ooking at there is it's an interesting test,
because six wells were drilled targeting just the
third sand.

So you're able to see -- what does a single
| andi ng | ook |i ke versus additional well bores? And
then after that, it is underfilled with significant
Wl f canp devel opnent. And when -- when | | ook at that
project, it's tough to see a benefit in reserves for
the additional five wells targeting the Wl fcanp.

And -- and that's inportant, because if
reserves were m ssed by not landing in the Wl fcanp,

woul d expect to see increnental barrels show up on the
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wells landed in the -- on the new wells landed in the
Wl f canp.

Q So now, you were here when M. Rankin was
asking Ms. Mueller about the difference is the PH
bet ween the subject | ands bei ng about an average of
ten, | recall, and the black and tan bei ng average of
seven.

Do you have any comment about that
difference? Does that nake it | ess anal ogous or nore
or -- what's your opinion about -- does that affect
t he conpari son between black and tan and the subject
| ands?

A Bl ack and -- the -- the subject |ands m ght
out perform bl ack and tan due to having some nore PH.
But for nme, when it cones to | andi ngs and targeting
the reservoir, | have a -- a 300 foot of pay exanple
t hat appears to have been entirely accessed with the
flat | anding versus a 345 foot pay interval, but
wi t hout any barriers in either location. M
assunption is that the additional 45 feet wll not
require a double well count.

Q The additional 40 feet in the subject |ands

I's not enough to justify a Wolfcanp --

A Anot her | anding zone. Yes, sir. | think --
Il think we'll -- we'll get the existing barrels
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with -- with the | andings for both.

Q And now, the black and tan has 11 wells per
section. And the Perm an Resources proposal has 8 per
section. |Is the density a factor in -- does that make
it affect the anal ogous -- the use of the black and
tan as an anal ogous devel opnent ?

A Density on projects that've been drilled
denser than what has been -- what has been proposed --
that's very useful for setting some upper bounds on
what you think you're going to be able to access at
your anal og target.

So if 11 wells -- and one of the wells never
recovers after the frac underneath, so it's 10 wells
| ater in tinme and 11 to start. But if 11 wells don't
access additional barrels in a stagger, | would not
expect 8 or sone |lower well count to -- to add
addi ti onal barrels.

Does that make sense? 'Cause there's nore
frac energy placed at a higher well count throughout
the section, which appeared to offer a negligible
return. So doing less frac energy with less wells
shoul d probably achieve a simlar result.

Q And how about the sequencing? Did they
drill the third sand wells first, and then they

drilled the Wl fcanp wells? Does that have an effect
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on whether this is a -- black and tan is a good
anal ogous situation?

A I -- | would expect sequencing to -- to nake
degradation a little bit worse, but |I would not expect
it to -- to look |like negligible barrels. And | guess
what I'mtrying to say there is -- isit's odd to ne
to go add anot her | anding and not see a materi al
| nprovenent in recovery. That -- that tells ne that
t hat was one tank that was |argely accessed initially
in tine.

Q And what happened to the production fromthe
third sand wells when the Wol fcanp wells were

conpleted? | think that's your Exhibit D6 maybe.

A Yeah. Exhibit D7 is my post. | can share
t hat .

Q Yeah. Pl ease.

A Everyone knows which -- this is page 242 as
wel | .

Q Okay. Can you explain this? This is part
of your black and tan anal ogous situation in response
to, you know, ny question about whether the optinmal
tactic for devel oping the subject lands is clained by
t he engi neer for Perm an Resources as the optinmm
tactic. And so with black and tan, you're using it as

an anal ogous situation.
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So can you, you know, further explain what
happened here and --

A Yes. On Exhibit D6, what |I'mdoing is |I've
got stable production |I'm forecasting a decline
t hrough. There is sone offset frac inpact here. And
then additional, on the OCD records, these wells were
all drilled in a row.

So what that neans is when | cone back to
drill wthin the sanme row, what operators wll do
sonetinmes is they will cut their casing and |ower it
bel ow grade so it's out of the way of the drilling rig
for, like, safety.

There -- there are operational issues in
here inpacting production, but this is ny best
estimate for what this project would ve done had no
additional wells been added. D7 --

Q | have a question. Now, in 2019, there seens
to be like, a dip in the production vis-a-vis your
prediction, | guess. Your forecast. Can you explain
what that difference is, what generated that
di fference?

A There -- there is an offset frac nearby.
One of the things we do is if we have ESPs down a
hol e, we m ght go change lift if we're worried about

getting hit.
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Addi tionally, you m ght be expanding your
battery, doing sone additional work to be able to
bring those wells on. So you can have sone -- sone
runtime and operations over print. And then, what |
was tal king about earlier was before these wells are
drilled, based off the filings on the OCD, going off
public data, it |ooks like a request is nmade to drop
t he well heads bel ow grades so you can have your tree
and all your pressurized equi pment bel ow ground.

So that neans you'd have to shut in your

wells and -- and go work on themas well. So there is
an operational overprint, in nmy opinion, on this -- on
this data here. But prior to that, | feel fairly good

about this forecast being an accurate assessnent of
the barrels touched by these wells prior to the
VWl f camp wel | s.

Q Now, the black and tan PO2H | ast produced in
May of 2020 -- it was permanently abandoned in August
of 2022. Does that have any effect upon using the
bl ack and tan as an anal ogous devel opnment ?

A | -- 1 don't believe so. To nme, it would
hi ghlight the risks that you would have if you cane in
and | anded -- the 402 has | anded very close to the
302. If you conme in and underfill that cl ose

t oget her, you would have nore well bore risk at that
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density.

So that -- so that would be an operati onal
risk if sonmebody did third and then canme right back in
underneath and did the very top of the Wl fcanp.

But -- but as far as analog goes, it's -- it's 11
wells. At the end, it's 10. That's still a very good
end point for what nay be maxi numrecovery target or

a -- atotal reservoir should be able to produce.

Q Now, Exhibit D12, | think, is your parry
results. |If you can share D12 with us. And could you
expl ain how this supports your contention that the --
rebutting M. Fechtel's claimregarding the
co-devel opnment of third spring in Wl fcanp?

A In our position, it's not that there's no
oil in the Wlfcanp. It's that the majority of the
oil appears to be best accessed by the third sand. So
for me, fracs had i nproved over tinme as operators have
| ear ned by executi ng.

And the -- the blue well, which is the third
sand landing -- this is very old, vintage frac. This
I's 478 pounds per foot. That's very small. 2,000
pounds per foot. 2500 pounds per foot. Those are
nore normal fracs with a nodern slick water
conpl eti on.

And -- and this is an inportant edge well
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conparison for us, because this Wl fcam A | andi ng
down in the top of the Al, despite having
significantly better frac applied to it, nore energy,
nore clusters, which you woul d expect to outperforma
| egacy frac, appears to not be any better. So if --

I f the choice is which | anding zone do you target wth
a flat devel opnent, to us, this strongly supports
third sand as the optinum | andi ng.

Q Now, the paloma 214H well was drill ed maybe
5,000 feet or 5100 feet west of the parry 221A12?

A It's -- it's a lease line well offsetting
the parry 4H at about 760 feet. So a little | ooser
t han a perneance proposed spaci ng.

Q And did the production fromthe pal oma have
any effect on the parry wells, to your know edge?

A | -- | don't believe so. FDIs will happen,
and that's a fracture-driven interaction. Wen we put
a |lot of energy into the ground and we're producing on
primary, you can get sone short-termrate benefits on
your wells. And then what's inportant to | ook at
Is -- is the decline afterwards.

When | | ook at these two wells, | could
pretend the -- the |lease line was not there, and | was
choosing between drilling either the pal ona or the

parry 4H | -- | would choose one of those wells.
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‘Cause to nme, this -- that'd be another exanple where
you see sone significant interference once there's two
wells there that are able to interact and fight for

the barrels that they're both accessing.

Q And so the parry wells are -- are they an
exanpl e of -- you tal ked about no edge?

A Yes. | would not apply this prediction to
a -- asignificantly denser developnent. As you add
boundaries to the wells, the performance will change
if -- if -- as you over space, it wll change nore,
which will show up as steeper and steeper decline

after the initial acceleration benefit of having nore
wel | s.

Q Now, if you could share Exhibit D14. And
does this support your contention that third Bone
Spring devel opnment in the subject lands is the optinal
met hod to produce hydrocarbons of the subject |ands?

A In ny opinion, it does. The way | | ook at
these plots, is I'mlooking at the project oi
normal i zed for length that's been "cumed" versus tine.
And if | drill additional wells, you can accelerate
barrels, because you're spreading pressure drop out in
the reservoir faster. |'mlooking further out in
tinme.

Am | seeing a long-termreserves benefit
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where new barrels touch, or is it primarily
acceleration? And -- and so | |look at for wells per
section devel opnments -- |ike the -- the purple, which
Is adjacent to the | oosey-goosy with four wells per
section -- as very conpetitive versus sone of these
denser devel opnents.

It's six or eight wells per section. And so
I nstead of drilling additional wells in sonething that
| ooks like it's already been contacted, we would go
drill additional wells to add new reserves in a
different bench that doesn't look like it's been
accessed.

Q And the black and tan Wl fcanp are graphed
separately than the Wl fcanp. Does that have any
effect on the purpose of this bl ock?

A Not in nmy opinion. This was an increnental
deci sion made that the value of that increnental
decision -- to nme, | would not have drilled those
wells, which -- whichis -- isn't really fair, 'cause
" m | ooking at the results after they already happen.

So the -- the point here is this addition of

barrels with the shift that you get in black and

tan -- tonme, | -- |1 would not have done a stagger

there. 1 -- 1 don't think it's supported. | would

rather have a -- a project like the Enverus or Reed
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and Stevens, the north Lea 3 wells. That is a nmuch
nore efficient use of capital in this area.

Q And Exhi bit D15. Can you explain howthis
supports your opinion that a third Bone Spring

devel opnent is the superior tactic with the subject

| ands?

A What |'m | ooking at here is | can see -- and
agai n, what we consider the Wl fcanp | andi ngs, |ike
the little bear. So if -- if | shift lower in the

potential tank and nove all ny | andings down in the
section, is that accessing nore barrels or |ess
barrel s?

That's an inportant test to ne that says
nost of the oil should be located further up -- up in
t he col um where nost of these other wells are | anded.
And | can see the -- the four wells per section

performvery well early tinme. Again, there's sone

accel eration benefit fromdrilling additional wells.
But I -- | don't see that maintaining over the life
of -- of the well.

Q And at D16.

A VWhat |'m | ooking at here is |I've got wells
t hat have been on for a long tine. And -- and the way
this works is, when we drill wells, you -- you don't

make any noney off of |IP. And you have to recover
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your initial investnment.

So we can see sone of these denser projects

do have higher IPs. What |I'm | ooking at is the

| ong-term slope of this line. And what we're doing
here is if a project came on in two steps, we -- we
are normalizing that, and it's just produci ng days
times well count.

So what |'m |l ooking at here is, if |I have
nice, flat profile, that well further out will acce
nore EUR. |t should "cunme" nore at project |evel.
| get a high IP and |I've got a steeper decline, to
that's -- |'ve got sone rate benefit, and ny
production guys did a good job accelerating sone
producti on.

But in aggregate, the EUR of the project
not increase with the wells. So -- so |I'm | ooking
wells |like the Reed and Stevens, again, which is
adj acent to the subject lands at four wells per
section. And | see a nice, flat profile on that.
initial 1P is not as high, but the reserves access
that project are -- are conparable to the denser

devel opnents, in nmy opinion.

a
SS
| f

e,

di d

at

The
by

Q In this Exhibit D16, did you nmerge the daily

and nont hly production?

A Well, | have the daily production that was
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provided for the Batman. This is rate per foot versus
“cume" for the project.

Q And could that be m sl eadi ng, you using the
daily and the nonthly, m xing themin this chart?

A | don't -- | don't believe so. This -- this
Is a standard way we | ook at a | ot of our devel opnents
when we're assessi ng spaci ng and whet her sonething's
accel eration or additional reserves.

Q Now, |I'mgoing to direct your attention to
paragraph 10 of his statenent. And tal king about the
results. Strongly supports the conclusion that
co-devel oping the third Bone Spring in Wolfcanp A in
this acreage with thicker, higher quality Wl fcanm A
rod is necessary to recover increnental reserves that
woul d otherwi se risk being | eft unproduced if this
acreage -- | think there's a mssing line, at |east on
the PDF | had.

Do you have an opinion as to whether the
I ncrenental reserves that your Ci marex proposal
would -- is at risk of not producing by just using a
third Bone Spring well?

A | believe it's mnimal, based off the whole

devel opnent result that we | ooked at with black and

tan and the third sand. | expect to capture the
maj ority of economc barrels. So |l -- | would
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di sagree with that.

Q And if we could go to your Exhibit D9. |If
you coul d share that.

A Are you able to see ny screen, Bill?

Q Yes. | want to |look at the table 1.0. And
the bottomline. Estimated ultimate recovery and then
BO. Third sand. And then you have the colum under
Wol fcanmp plus 089. Can you explain what that -- does
that nmean you're going to recover -- what does that
mean as far as your Wl fcanp recovery?

A VWhat |'m doing here is I'mtrying to
summari ze the prior three exhibits of forecasts into
hopefully a nore digestible table. So initially, the
third Bone Springs had a high IP. It wasn't conpeting
with other wells landed in the Wl fcanp. Then
VWl f canp wel |l s were added.

Conpetition begins, and | see a decrease
in -- in the third sand. |If | |look at the EUR on the
Wl fcanps, to nme, the -- the barrels that are com ng
out of the Wolfcanmp wells | ook roughly equivalent to
the barrels that are com ng out of the third sand.

So for ne, that says this is likely a single
tank, as Staci Mueller testified to yesterday. And so
the question is: Where do you best put your wells in

that single reservoir to nost efficiently access al
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the barrel s?

Q And in Exhibit D11, you indicate that in the
bull et point to the right of table 1.3, in order
create equival ent PV10, Wl fcanp | andi ngs nust add
approxi mately 40 percent nore reserves versus the
reserve estimate in table 1.3 and 31 percent nore
reserves versus P50 expectation in table 1.4.

Now, what's your opinion, whether you could
get those extra 40 percent nore reserves if you
drilled -- you co-developed this with the Wl fcanp
wel | s?

A The intent of this is a sensitivity around
that, so | have black and tan with a full devel opnent
that in my opinion, added negligible uplift.

Different reservoir engineers will forecast things
differently. This is a sensitivity showi ng exactly
how much do | need to produce in full devel opnent node
to -- to just break even on that extra capital [|'ve
put in the ground?

So -- so for ne, given |I've got O percent,

I n my opinion, at black and tan, getting 30 to -- to
40 percent just to break even seens | ow probability
and high risk in -- in nmy opinion.

Q Now, going back to Exhibit D9 where you have

that I1n the bottomand the table 1.0 esti mated
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ultimate recovery under the Wl fcanp, the bottom 0. 89.
Coul d you use that to justify drilling the Wl fcanp?
Woul d that mean the Wbl fcanp recovery would be an
extra, you know, 40 barrels a foot?

A That woul d say across all the wells drilled,
those barrels that | believe were already contacted by
third sand woul d now be redistributed to the Wl fcanp.
So -- so for paying out wells and supporting
devel opnment, it's inportant to touch new barrels and
additional reserves. So | -- | would say this exanple
says absolutely do not stagger in the Wl fcanmp and
expect to pay out those wells.

Q Ckay. And you renenber testinony yesterday
with -- or | guess M. Coffman. And I'mgoing to
share from hearing packet 4, Exhibit A3. Let nme share
that. There was sone questioning about that. And can
you see the letter that's dated June 15, 20237

A Yes.

Q Okay. And | want to go into the second
paragraph. |Is that highlighted?

A Yes, sir.
Q That sentence there.
A Yeah.

Q Okay. And the fourth line of the highlight

says the wells

- which as proposed, the Bone Spring
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wells -- and quote, will produce the primry
concentrations of hydrocarbons in the Wl fcanp, those
being in the upper Wbl fcanp. And C marex believes
that they will do so nore optimally, given their
current |location within the third Bone Spring, than if
addi ti onal unnecessary wells were drilled in the
VoI fcanmp itself.

How do you interpret that |anguage? Does
t hat nmean that the Bone Spring -- let nme rephrase
that. The Bone Spring wells that you're proposing.
What's the breakdown between production between what
you have estimated production between Bone Spring and
Wl f canmp?

A We woul d expect close to three quarters of
the production to be comng fromthe third sand. So
the majority of the barrels captured by the well are
fromthe third sand.

Q And woul d those Bone Spring wells capture
nost of the Wbl fcanp hydrocarbons in the sand?

A Wthin the sands, based off the -- the full
anal og devel opnent that we have -- so that'd be the XY
and then the aggregate third sand -- | woul d expect
the -- the Wil fcanp XY to have been captured | argely
by that third sand | andi ng.

Q And so how do you read this sentence? Do
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you interpret this to nean that these Bone Spring
wells will be -- nost of the production will be com ng
fromthe Wbl fcanp or that they will get npbst of the
hydr ocarbons in the Wl fcamp?

A They will get nost of the hydrocarbons in
the Wol fcanp. | do think this could' ve been worded a
little bit better to make that nore clear.

Q Thank you. And going back to the paragraph
10 of this statenment. He states that C marex's plan
will particularly inpair the correlative rights of
owners, including Reed and Stevens, who own a greater
share of interest in the Wolfcamp. WII only own in
t he Wbl f canp.

Do you have an opinion as to whether that

st atenment about protecting relative rights is correct?

A Froma -- a sensitivity standpoint, the
pur poses of sone additional exhibits we made were to
try to quantify that risk and where that woul d be
true. So that is Exhibit B20. And in our opinion, we
wanted to solve for all the possible | and conbinations
you can have to make sure this was a win for
everybody. And | don't know if | should share that.

Q Yeah. Why don't you share it.

A Let's find it. So again, we see it as a

single batch target or single landing target. And
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what we're doing here is we're trying to quantify --

wel I, how bad of an inbalance do you have to do
before -- you would | ose out on the conpeting proposed
pl an.

And |'ve got the two worst acreage

| mbal ances highlighted in this table just to show
that -- and to be fair, this is our nodel. This is
what we expect to happen. It shows that as long as ny
acreage inbalance isn't close to six where it would be
very simlar proposals, in terns of noney and -- and
PV10 nmade, the Cimarex plan would outperform despite
t he i nbal ance.

Q And so you have specific exanples, | think,
in Exhibit D217

A Yes. Yes. So we're -- we're solving for
the -- the worst inbalance in each acreage bl ock j ust
to show that in order to noney PV10 made, there's --
we see a significant benefit in not drilling two wells
within the proration unit. And -- and that shows up
as additional PV10 under our plan.

Q And when you were cal cul ating the PV10, can
you go to Exhibit D187

A Yes.

Q And you were using what's June current costs

for those figures?
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A Yes.

Q And what was the reason you used those
i nstead of the older costs from --

A Qur June costs were higher. The AFEs that
conpani es create through tine are a function of the
contracts that they have at that tinme. This reflects
our current update for AFEs specifically in this area.

So we -- we would propose this at these
costs today. And -- and the reason for that is
there's a significant delta between the two capitals
proposed, and | wanted to make sure we had our nost
accurate updated cost avail able to conpare the
differences in those two nunbers.

Q And when you were maki ng those PV10
cal cul ati ons, you explained that in your testinony, |
t hi nk, at paragraphs 55 and 56 -- just refer to that
I n case there's questioning on that. Now, can we go
down to maybe -- and can you define the significant
delta cost between the delta cost -- the cost between
what Cimarex i s proposing and Perm an Resources?

A So our nost current cost estimates put full
devel opnent cost at 148, 000, 000 per 1280 at
148, 000, 000 per 1280 devel oped. The equival ent 1280
woul d be 269, 000, 000. | do not have perneance current

June cost, so |'ve got a question mark there. This is
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their February and March AFE cost that -- that were
provi ded.

Q Yeah. But if we were just conparing the
third Bone Spring under Perm an under your plan, that
woul d be 37,000,000, |I believe, and third Bone Spring
and Wol fcanmp, which is in red -- that's 92,000, 000;
correct?

A Yes. And -- and the red are the | anding
zones. We don't -- we would not drill. W don't
recomend those at this tinme, if that helps.

Q Yes. Ckay. Can we go to -- | believe it's
D22? Okay. And D21 was a conparison between M ght
Pheasant and Joker. Now, can you explain what this
conparison is?

A Yeah. This is in our -- the Loosey Goosey
bane | ease. W have a -- a single inmbalance that --

t hat does not favor our proposed plan. But that

| mhal ance is -- is very close together. |It's a 1.37
ratio of Wolfcanp interest to Bone Spring interest.

So -- so for this one owner, we woul d nodel
significantly nore PV by not overdrilling the section.

Q And so | ooking at the PV10, can you expl ain,
you know, in layman's terns? PV10. |Is that sonething
that you use in decision nmaking at the conpany to

deci de whether to develop certain |ands or formations?
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A ATAX PV10 or after tax present val ue
di scounted at 10 percent would be a common netric
that -- that npst conpanies would | ook at.

Q And so in determ ning that, Cotera, |ike any
ot her conpany, has a finite anmobunt of resources to
spend on devel opnent; correct?

A Correct.

Q And do you all ocate that when sonebody wants
to devel op an area subject |ands to get approval from
whoever's in charge of handing out the capital? Do
you nake a presentation on PV10 estimates for the
devel opnent ?

A Yes. That is one of the nunbers provided.

Q And now, let's go to paragraph nunber 11 of
this statement. \While Reed and Stevens in Perm an
have undertaken a thoughtful, analytical approach to
testing and planning its developnent in this acreage
with flexibility built into its proposal to quickly
respond to updated data and anal ysis, Cinmarex has not
denonstrated a simlar |evel of planning or analysis
in its developnent in this area to date or in the
conpeti ng proposal.

Do you have any evidence that C marex has
denonstrated a thoughtful analytical approach to

testing and pl anni ng?
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A Qur approach would be to see if there's
offset tests. |If sonebody el se has depl oyed capital
to re-risk sonmething, |ooking at those results rather
than risking your own capital to see if that can get
you to maybe the sane concl usi ons would be our first
step there. The other piece of this, the flexibility
built into its proposal. Let nme find the reference.

The APD extensions of the process for that
i s kind of changed where you're no |longer -- the
t wo-year extension you used to be able to get is no
| onger kind of a given. So instead of permtting
everything, what we do is we look really hard at the
next two years for what we're sure we're going to
execute, and we will permt that devel opnent. And
then, the plan is to turn in additional permts every
year .

Q And are you referring to BLM-- instruction
menor andum | M - -

A Yes. Thank you. I'msorry. | couldn't
remenber the nunber.

Q We shouldn't talk over each other. But BLM
I M 2023-011. |Is that what you were referring to?

A Yes.

Q And so explain. So the BLMis no |onger

granting these extensions as they used to as a nmatter
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of routine?

A Yes.

Q Now, with respect to his statenent that you
haven't denonstrated simlar |evel of planning and
analysis in this area, could you bring up Exhibit D1?
Okay. And can you explain what this is?

A This is the top 15 operators in Lea County.
This is your average per well, a 12-nonth queue. And
BOE for 1,000 foot. So -- so there are differences
in -- in where you own acreage that can be an
overprint on this data. But our activity over the
| ast five years is -- is very good conpared to the top
operators in the county.

Q And so this is the -- Enverus. That's a
conpany that they track production data in New Mexico
and Texas?

A Public data. Yes. You'll commonly see them
referenced in investor presentations where people are
conparing large sets of public data.

Q And can you go to Exhibit D2.

A This is the sane plot in average. But this
Is oil instead of BOE for 1,000 foot. But again,
we -- we conpare favorably with -- with all our peers.

Q And now, the X axis is on the left; right?

A The X axis is on the bottom and that woul d
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be your lateral length. So this is show ng, what
| ength wells do you normally drill on average? So
this can be a blend of 1 mles and 2 mles. O |Iike,
occidental out here would be primarily 2-mle wells,
‘cause they're close to 9500 feet. The Y axis is your
"cume" per well.

Q So the higher you are on the Y axis, the
better?

A Yes. In -- in first-year "cune."

Q Okay. And the same goes with Exhibit D1?

A Yes, sir.

Q Now, do you believe this reflects a
t hought ful and anal ytical approach to testing and
pl anni ng devel opnent in Lea County by Cotera C marex?

A Yes, sir.

Q Now, |'m going to show Exhibit F5. Do you
see that?

A Yes.

Q And it tal ks about the Lea 7 federal unit.
And his commentary is about inproper sequencing and
destroyed value. And he points to the Lea 7. Can you
explain the Lea 7 to the hearing exam ner?

A Yes. That is a black swan event. And what
| mean by that was that it is a bad event that

happened where we | ost the well. W -- we got frac
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hit, so that would be the sequencing comment. And
t hen, the sand wedged our ESP down, and we were unable
to retrieve it.

After this happened, we changed our
procedures throughout Perm an for what to do when
you're being offset frac with an ESP in the hole as
wel | as sone casi ng design changes. So we changed all
our operations practices and sonme of our well bore
design around this single event, and it has not
happened si nce.

Q " mgoing to show F6. Operator activity.
Says drilled one well in five years. Can you discuss
Cimarex's activities in the area of interest over the
past five years?

A Over the past five years, we have not been
as active up here. W were -- we were an early play
delineator and drilled a | ot of the -- the bl ocked up
acreage that we were able to drill early between 2010
and -- and 2016.

But the -- the well drilled was the single
2-mle |l ocation we have that was not inpacted by a
hearing or the federal unit issue that we're working
to resolve. So it -- we can drill acreage that's set
up and ready to go, but we're still working to get

t hat federal set up and obviously to resolve the
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heari ng.

Q And so could you explain a little bit about
the federal unit that's causing the delay in sone
devel opnent ?

A We're not the designated operator of it. So
what we have to do is we have to dissolve that and
then create a new one. Qur goal there is to try to
devel op the half township to the north with a single
facility under that federal unit. But -- but we're
not allowed to drill through |lands that are part of an
existing unit that we're not the desi gnated operator
of, so that is delaying things.

Q And you obvi ously proposed this devel opnent,
but we're in the hearing because there's a conpeting
application; correct?

A Yes.

Q Okay. |Is Cimarex in any other hearings that
they' re proposing to develop wells, but subject to the
OCD s deci sion on conpeting devel opnent proposal s?

A We have the show biz devel opnent and then
sone additional trades working in the area, just
trying to resolve issues. So we have drill able wel
bores.

Q And in Exhibit F6, on the third bullet

poi nt. Permanentl|ly abandon one horizontal producing
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for just seven nonths. Can you respond to that?

A Yes. That is the -- the Lea well that we
touched on earlier. That -- that was a bad well
result for losing the well bore. But we have changed
our operational practices off that single occurrence
to ensure that that doesn't happen agai n.

Q And in 2020 and 2021, did econonic
conditions have any -- was there a general sl|lowdown of
capital expenditures in the basin during that tinme
peri od?

A Yes. Everyone slowed down in 2020 and 2021.

Q And why was that?

A Price crash and pandem c.

Q Now, in the fourth bullet point. Not tested
to co-devel opnment of the third Bone Spring in
Wl fcanp A.  Can you respond to that? Wy haven't you
done that?

A We believe we have enough to make our
devel opnent decision without executing a test fromthe
surroundi ng wells. ' Cause -- 'cause we have |lots of
producti on dat a.

Q And so you have production data that you
haven't risked any capital to accunul ate?

A Yes.

Q Is that a reasonable financial risk analysis
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managemnment ?

A Yes.

Q Now, HF2S2. Now, that's a study that's 43,
44 mles to the south. You've used that, | believe,
In some of your testinony. |Is that sonme of the data
that you're relying upon?

A For our assunptions about fracs, yes.

Q And the fact that it's 44 mles away. Does
that have any -- make it | ess useful, or does it have
an effect on the use?

A Not in my opinion. Things that apply in
tighter -- may be nore heterogeneous rock -- | would
expect to apply in places where we don't have a -- a
baffl e and -- and maybe on hi gher perm sands, in ny
opi ni on.

Q So relying on that data is -- are you
m splacing reliance by relying on that data?

A | don't believe so.

Q Does the fact that it's in Texas have any
di fference?

A No. No, sir.

Q And does it include third Bone Spring
devel opnent ?

A No. It -- it does not.

Q And does that have an effect on whether you
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shoul d use that data?

A The -- the -- | -- no. It does not. The --
the depletion that you see in third sand w thout any
wells landed into it gives us sone ideas about hei ght
t hat can be successfully accessed. So the fact that
there is third sand depletion with no wells | anded
in -- we feel supports a single landing for the
subj ect | and.

MR. ZI MSKY: Madane Exam ner, can you
give ne a few mnutes to | ook through ny notes to see
if | have any nore questions?

THE HEARI NG EXAM NER:  All right.

BY MR Z| MSKY:

Q M. Behm there was sone questioni ng of
Ms. Mueller by M. Rankin about 5H porosity tines
hei ght and whether there's -- the pours that are
present -- could be a |lot of pours present, but you
don't knowif it's water or oil or a mx or
hydr ocar bons.

And you're relying upon the PH for sone of
your projects here on reserves and EUR and ot her
estimtes for the devel opnent of the subject |ands.
Can you speak to that, whether using porosity tines
height is a valid netric or basis to predict reserves

I n production?
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A | -- | believe it's valid. It represents
your total storage, your pore space that you're
accessing with your wells. And then uniquely in this
area, as you head to the northeast, you can see your
wat er cuts decreasing in wells like the third sand.

And while we don't have a side wall core
maybe fromw thin the subject |lands, there's a wealth
of production data that shows inproving third sand
water cuts as you nove up the high porosity channel
that Staci identified in her exhibits. And |ower
wat er cuts noving up structure. Water cuts indicative
of oil saturation. So that -- that's an inportant
aspect to the area as wel|.

Q You have high-1evel mapping of the basin
that indicates areas that have good third sand and
good Wbl fcanp. This particular -- do you devel op al
t he Wol fcanp and any hi gh-level outline of -- which
you chose a high |l evel of good in Wl fcanp.

Does that nean you devel oped the Wbl fcanp in
every and all the lands you own within that -- where
you think the Wbl fcanp is good, or is it nore on a
case- by-case basis?

A It woul d be case-by-case basis. So picking
the correct |anding zone plus spacing plus well

configuration for how you're conpleting your wells --
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getting those three things right are very inportant
for devel opment throughout the county.

Q And when you frac in -- if you drill the
Wol fcanmp in the subject |ands and you fracked it, do
the fracs tend to emanate vertically towards the
surface nore so than downward?

A Frac would go up in my opinion.

Q So if you drilled the Wolfcanp in this area,
specific to this geol ogical characteristics, a
Wol fcanp well drilled in the subject |ands would --
the frac would go up and capture a | ot of bone -- or

third sand reserves; is that correct?

A Yes.

Q Earlier in your testinony, you tal ked
about -- sonetinmes it's hard if you didn't have all
the data -- if you're only using public data,
sonetinmes it's hard to determ ne whether a well is

third sand or Wl fcanp; correct?

A Yes.

Q So there could be sone differences of
opi ni on between Perm an Resources and Cinmarex as to
sonme of those wells that you identified in Exhibit D4,
whet her they're -- and | guess Exhi bit D24, whether
they're third Bone Spring or Wbl fcanp?

A Yes.
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Q Does that have any effect -- that certain
anmount of uncertainty on your opinion as far as the
third sand being the optinmal |anding zone?

A Not in ny opinion.

MR. ZI MSKY: Believe that's all the
guestions | have. | tender M. Behm for
Cross-exam nati on.

THE HEARI NG EXAM NER: Thank you very
much, M. Zinsky. |t seens |ike a good tine to take a
break, notwi thstanding ny early difficulties. | know
nost of you have been on the platformfor two hours.
Shall we take ten to fifteen m nutes?

MR. RANKIN: Yes, Mudane. | think
fifteen m nutes woul d be appropriate at this point.
Maybe conme back at --

THE HEARI NG EXAM NER:  10: 407?

MR. RANKIN: 10:40. Yeah.

THE HEARI NG EXAM NER:  All right.

10: 40, then. Thank you very nuch.

(OFf the record.)

THE HEARI NG EXAM NER: Let's cone back
fromthe break. When we broke, it was tinme for
M. Rankin to question the witness, M. Behm

M. Rankin, please.

MR. RANKIN: Thank you, Madane Heari ng
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O ficer.
CROSS- EXAM NATI ON
BY MR. RANKI N:
Q Good norning, M. Behm How ar e

Don't think | heard you. Mke sure that you're

unnut ed.
A Good, sir. Sorry about that.
Q No problem Good norning. As |

t hrough ny di scussion with you, ny conversation, just

|l et me know if you can't hear ne, if | get

what have you, so | know |l can -- |'mhappy to restate

a question if you don't understand, if | mangle it,

which is certainly a possibility.
M. Behm |'mconfused. And I'm

my best to untangle nmy confusion. But basi

know, |listening to your testinony today, reading your

witten testinony, Ms. Mieller's testinony,

witten testinony, and of course, Cinmarex's position

inits papers and its | egal papers, I'ma |

conf used. | wish | had nore time with you,

woul d probably be able to untangle all ny confusion if

| had nore tinme. But |I'"'mgoing to do ny best with the

time | have.

So | guess the first place I"'mgoing to

start is -- | want to kind of just start getting a

you today?

wal k

cut off, or

going to do

cally, you

and her

ittle

and |
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framework. And |'mgoing to ask you if you have your
exhi bit packet in front of you. |'mgoing to go ask
you to look at D3 first. | just want to make sure
we're on the sane page in terns of |anguage and

ref erence points; okay?

A Okay.
Q Great. |I'll go ahead and share ny screen,
for those of us who still have iInternet. D3. In this

exhi bit that you prepared, you reference this as your
area of interest; correct?

A Correct.

Q And so | just want to make sure we're on the
sanme page. This is sort of your study area where
you've identified, as | understand, wells and
production and data that would be relatively
conparable in this area. |s that your prem se?

A Yes. The devel opnent assunptions in this
area would be simlar.

Q Now, that's notw thstanding the fact, as |
read your testinmony -- and reviewing Ms. Mieller's
exhibits, there's a fair bit of discussion or at |east
some, you know, acknow edgenent that there's quite a
bit of variation within the area of interest between
the | anding zones -- | nean, the geol ogy between the

different | anding zones and the different devel opnent
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areas, even just within this area of interest. Agree?

A Coul d you restate the question?

Q Sure. Between Ms. Mueller's testinony and
your own and her exhibits and your testinony, there's
sonme di scussion about how there's quite a bit of
variation in the geol ogy here as between the different
| andi ng zones within the area of interest; correct?

A Yeah. Geology will change over this nmany

townshi ps. Yes.

Q But it's even within mles; correct?

A This is comon throughout Lea County, where
formations wll inprove or you'll get |ithol ogy
changes. It -- it's close to the source, so it's --

it's kind of nore variable throughout. And when | say
nore variable, | nean versus maybe |like an -- a deep
basin, primarily shell target.

Q So referring to paragraph 15 in your
statenent, you say -- is conplex across the entire
area. The flowing in it's changing drastically over
several mles. |Is that still your testinony?

A Yes.

Q Ckay. So within this area of interest where
we're tal king about several townships -- there's
drastic changes potentially in flow units within this

area itself:; correct?
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A For South Lea, there's -- there's nore
vertical targets that are being targeted. There's
al so nore thin carbonates and alternations of shell
and sand.

And trying to understand the verti cal

I nteraction as you stack nore and nore wells to target
it in South Lea, in nmy opinion, is -- is alittle bit
nore conpl ex than up here, where we've got a -- |iKke,
the third sand and XY right next to each other.
That's a pretty well-defined flow unit. Does that
makes sense, sir?

Q No. | guess ny question is: Do you stil
agree with your statenment that within your area of

review, flow units change drastically over several

mles?

A In this area or throughout the county?

Q Well, I'masking you if your statenent is
still correct in paragraph 15.

A Par agraph 15. Let ne read that again, just
to make sure |I'mnot m ssing sonething. | -- 1 still
agree with ny statenent here as far as -- this -- this
being al nost nore of a convenient setup for the third
sand, which we see in the -- the oil cut inprovenents
noving up off a structure. And it's -- it's kind of a

better defined tank, in my opinion.
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MR. RANKIN:. Madane Hearing O ficer,
" m getting some background noise. |I'mnot sure if
there's sone -- not on nute. But | would appreciate

it if we could go on nute. And not M. Behm of

cour se.
THE HEARI NG EXAM NER: Ri ght
me either. | had nyself on nute.
Marl ene, if you can see who

source of the noise, please. Mite them

MR. ZI| MSKY: | was the source, |

believe, so |I'mnuting nyself.
THE HEARI NG EXAM NER:  Okay.
you.

BY MR, RANKI N:

Q Okay. So | just want to make sure |
understood that. As within this area of interest,

your statenment on paragraph 15 still applies?

A Yes, sir.

Q Thank you. Now, you discussed to sone

extent your exhibits D1 and D2, and | just

make sure |I'm-- again, working within a framework and

that we're on the sane page.

These exhibits that I'm showi ng here on the

screen that you discussed with M. Zi nsky,

understand, are not limted to the area of

) [t's not

is the

Thank

want to

t hey, as |

i nt erest,
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that nine township area that we just discussed. But
are inclusive of all of the county; correct?

A Yes.

Q Ckay. Now, is this all of Cimrex's wells
in Lea County that you used to create this exhibit?

A These are Cimarex -- yeah. Al of C marex
wells in Lea County between 28 and 2022 --

Q Sorry. Go ahead.

A Ch. I'msorry. Go ahead.

Q We spoke over each other. You were saying
sonet hi ng.

A I lost what | was going to say. Sorry.

Q It's okay. So as to each of the other
operators as well, this shows all of their production

in Lea County?

A It shows wells drilled within this period
that have a year of production. 'Cause it's conparing
a year.

Q So all wells for these operators in Ci marex

bet ween 2018 and 20227?

A Yes. And it's public data if the well has
conme on production. But it's not out there, and it
hasn't been on for a year. Wuld not be included in
this plot.

Q Ckay. And then, how many of the wells
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within the area of interest that we reviewed in D3 are
included in this chart?

A Oh gosh. The Mescalero won't be in there
yet. So al nobst none. Qur activity has been focused
t hr oughout the county.

Q Okay. So essentially, this chart shows
everything but the area of interest?

A Yes, sSir.

Q Now, let's go over to paragraph 9 of your
statenent. Again, this is just kind of cleaning up,
because | want to just kind of focus on this a little
bit. And | don't want to spend too nuch tinme on this,
but | do want to just kind of, you know, understand.

I n paragraph 9 and page 3 of your
self-affirmed statenent, so towards the bottom where
you have | aid out your opinions fromthose bullet
points -- the bullet point states that the spacing
proposed by Perm an Resources is eight |aterals per
section in the third sand. And | presune you nean the
third Bone Spring sand; correct?

A The -- the third in the Wl fcanp flow unit.
So we've proposed four wells. The -- the proposal
from Perm an would be eight wells with four in the
VoI f canp.

Q Ckay. | just want to nake sure | understand
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your testinony here, because you limted it to the
third Bone Spring sand. Ms. Mieller testified that
while they're one tank, there are different
formations, and that -- in her testinony, she
specifies that it's four and four.

And you |l ater discuss in the black and tan
that the black and tan has actually | anded -- |
believe it's six wells in the third Bone Spring and
t hen an aggregate of five wells in the | ower Wl fcanp.
So | just want to nake sure that we're -- | appreciate
your clarification there, that what you nean to say in
this bullet is that it's four wells in the third
Wel | spring sand and four wells in the upper Wl fcanp
that Perm an is proposing; correct?

A Yes, sir.

Q Okay. Just want to make sure. Now, you
said here as well -- as | read through and
contenpl ated your testinmony -- I'mgoing to refer you

here to your testinony on pages 6 and 7 under your D3
Exhi bit headi ng where we're tal king about, again, that
area of interest; okay? This area of interest here.
The thrust of your testinmony -- and |
understand Cimarex's position here -- is that the
consensus of operators within this area is that the

preferred | anding zone is the third Bone Spring sand.
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s that a correct paraphrasing of your testinony?

A Yes.

Q And | guess we talked a little bit about how
there may be sone differences of opinion here about
what is the third Bone Spring, what may be the
Wbl fcamp -- and as you expl ained, there may be sone
di fferences of opinion, given sonme of the conplexities

I n the geol ogy about what the actual |anding is;

agree?
A Yes.
Q Okay. But even assum ng that, you know,

there may be sone, you know, differences here in
opi ni on over what's the third Bone Spring and what's
the Wol fcanp, isn't it the case that during the course
of devel opnment in an area that often operators nay
focus on one or two targeted intervals or benches
initially, and as they devel op those benches and
targets, start identifying new additional targets
based on data that they collect, and over tinme, start
drilling additional benches in that sanme area?

A Yes. That definitely happens.

Q And of course, you know, geol ogy is conplex.
You know, there's going to be sone pockets where sone
of those new additional benches may not be ideal;

agree?
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A Yes.

Q But neverthel ess, your position here is
that, you know, the consensus approach that the third
Bone Spring is the best target -- you contend supports
your position that it's the best and only target for
devel oping this acreage; correct?

A Yes. | believe this is a single |anding,
and -- and the third sand would be the best way to
access the reservoir.

Q Now, as you noted in your testinony, you do
spend a fair bit of time and exhibits discussing and
anal yzi ng past use black and tan offsetting
devel opnment. And you said today and in your witten
testinony that you believe that it's the only
devel opnent plan in the entire area of interest that
is simlar to what Permi an is proposing; agree?

A Yes. For -- for full devel opnent w t hout
edge wells where you can get a good i dea of sectioned
performance where there's history.

Q And you say in your testinmony -- |'m going
to point youto -- let's see. | believe it's
paragraph 27. The |ast sentence of that paragraph.
You say that the devel opnment of the black and tan
wel l's was based on simlar well drainage assunptions

and utilized outdated conpl etion hei ght assunptions
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that Perm an Resources appears to be relying upon.

Okay. First, what are those assunptions
that you believe Permian is relying upon?

A This is my assunption here. It's -- it's
based off of what's been proposed. So through --

t hroughout the |l ast four or five years, people have
generally increased vertical separation. |It's becone
t hat people work on nore.

And | was -- | tried to outline sonme of that
in my Section 14, which refers to just Lea County in
general, where those are sonme exanples from our
conpany where we've increased vertical separation
based off the geology within an area to deliver better
results. 95 feet of vertical separation, in ny
opinion, is very, very tight for -- for a staggered
devel opnent.

Q Ckay, M. Behm M question, though, is:
What assunptions specifically are you referring to?
What are the drai nage assunptions that you're talking
about ?

A It would be a height assunption that -- that
the Wol fcanp XY either has a 100-foot crack and is not
significantly or -- 100 foot height and is not
significantly interacting with the third sand -- that

t he height of the third sand wells is not sufficient
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to -- to access the reservoir. | guess sinply, it
woul d be underestimting the vertical height growh
of -- of fractures.

Q Al'l right. Last thing you said there was
about the third -- tell ne again now. Are you
saying -- the assunption here is that -- | just want
to make sure | understand it. Okay. That it's about
the frac height in the XY. Correct?

A O the third.

Q Or the third.

A Yeah. It would be an under -- to me in ny
opinion, it's -- it's under -- underestimating the
hei ght growt h you woul d expect to get in this bench.
Because | would have to assune that |'ve got barrels
that I'm not accessing in order to add a second bench.

Q VWhat's the assunption about the wells in the
third Bone Spring and their frac height?

A Well, the assunption is that fracs nust be
significantly |l ess than 300 feet in height in order to
add a second bench for -- for reserves, in ny opinion.

Q 300 feet in height fromthe third Bone
Spring going up?

A Around the well bore. Yeah. There's 300 to
340 feet of sand, whether you're |ooking at black and

tan or M ghty Pheasant, Loosey Goosey. In ny opinion,
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based off of well performance throughout the county
and studies |ike HFTS2, | would assune that that
hei ght woul d be sufficiently drained. And -- and to
me, projects like the black and tan confirmthat.

Q Ckay. Now, |I'mgoing to cone back to that;
okay? | appreciate your testinony there, and it's
always a risk to cone back to sonmething. But | think
| understand what you're saying, and | want to cone
back to it. Because what you just said, | think,
frankly, added to my confusion. But |'m going to save
that for another unit of our discussion. Because |
have anot her series of questions to address that. But
you have set out sonme of the framework there.

Now, on the black and tan. Okay. What |
understand you to say is that it's the best anal og and
that's it's predictive of what you believe will result
from Perm an's devel opnent plan that goes forward.
Agree?

A Yes.

Q Okay. Now, that's approximately 2 mles
away fromthe subject devel opnent area that woul d be
t he Joker Bane; agree?

A Yes.

Q And as | pointed out in your testinony in

paragraph 19, or rather paragraph 15, you testified
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that the flow units will change drastically over
several mles -- and then you go on to say -- with
much nore variation in rock quality w thin individual

| andi ng zones. Agree?

A In -- in the beginning of Section 15 is
South Lea County is conplex. So I'm-- we've been
active largely not in -- in this area for the | ast

four or five years. And that doesn't nean that we
don't learn things when we go drill throughout the
county.

l"mjust trying to point out that this area
Is -- Is -- to ne at |least, sinpler on the verti cal
interaction. That -- that's a risk in all of the
devel opnents where operators conme in and target
mul ti pl e benches.

Q Okay. Now, when | | ook at the geol ogy, |
believe referred to Ms. Mieller's Exhibit B6 and B1O.
We tal ked about this. And you tal ked about it with
M. Zinmsky. That there's a difference here between
the two benches, the third Bone Spring, and the
Wol f camp XY. Agree?

A Yes.

Q And as to the black and tan, which is in
Section 27, which I believe I"'mpointing to here. Do

you agree with nmy cursor? Can you see that?
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A Yes, sir. Yeah. That's correct.

Q That's the black and tan. There's a
di fference here between the porosity hei ght mapped
where the black and tan is | ocated and where the Joker
Bane units are | ocated; correct?

A Yes.

Q And as you point out in your testinony, it's
a difference between 7 phi height and 10 phi hei ght
bet ween where the Joker and Bane are | ocated; agree?

A Yes.

Q And | think Ms. Mieller testified that
that's a small -- she said 30 percent, but | think
actually the increase difference is nore |ike 43, 42
percent between the phi hei ght between those two
areas; agree?

A Yes.

Q | nmean, |1'd say it's approaching a 50
percent difference. And now, as | understood your
testinmony and Ms. Mieller's testinony, that that
difference is insignificant relative to the porosity
height in the third Bone Spring sand; agree?

A Both of these -- both of these areas, if you
conpare the subject |and versus the black and tan --
there is nore PH Part of the reason | was bringing

up height earlier is PHis porosity tines height.
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Ri ght .

So when you nove between these two
devel opnents, there's only about a 45 foot change in
t he pay hei ght being targeted. And so when we talk
about frac height and being able to access it, half of
the i nprovenent noving fromthe black and tan to the
end of the third sand kind of porosity channel Staci's
hi ghlighting here is -- is inproved porosity within
the -- within the sands thensel ves.

So | would tell, like, better perm Mybe
better connected rock. |If anything, it m ght be
easier to drain that than -- than tighter rock further
out. Does that hel p?

Q Alittle bit, but I think I also heard you
say previously when we were tal king about frac heights
that it's going to go around the well; correct? |
mean, up and down. Yeah?

A The sands thenselves, the XY in the third

sand -- | would expect the sands to -- to frac
simlarly.

Q Well, I'Il get back to this a little bit
| ater, | think. But | nean, | guess ny biggest point

here | want to make sure is clear is that in your
testinony, you said the black and tan is the best

anal og between what Perm an is proposing in the Joker
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and Bane unit and the situation at the black and tan.
But | see a 43 percent difference in phi height
bet ween those two areas. Agree?

A The phi H Wol fcanmp that you're talking
about. Yes. The third sand inproves by kind of a
simlar PH nunber.

Q So then | also | want to tal k about the well
spacing. Okay. And I'mgoing to skip back down to
your D5. What | see here is your depiction of your
under st andi ng of the black and tan well patterns.
Vertical spacing and horizontal spacing. Correct?

A Yes. Yes.

Q And what | see here is one, two, three,
four, five, six wells and the third basil Bone Spring
sand.

A Yes.

Q Whereas as | understood we previously
di scussed, Permian is only proposing four wells;
correct?

A Correct.

Q The difference -- that's a totally different

spaci ng; agree?

A The -- the relevance of having a denser
space pilot like -- or developnent like this is if --
If 11 wells, 10 wells -- once the issues show up on --
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believe it was the 302.

If they're unsuccessful in accessing
addi tional barrels with increased stagger -- because
you know, three of the Wbl fcanp wells are actually

| anded lower. A |larger tank was targeted there with

nore wells. And -- and yet, | don't see -- | don't
see uplift to -- to justify the additional well count.
So -- so the fact that it's denser is

actually really inportant, because if additional wells
are drilled and they don't add barrels, drilling --
drilling less wells than that, | -- | wuld -- | would
expect themto not outperformthe denser well count.

Q Ckay. Here's ny question. As to density,
you're conparing a developnent with six wells in the
third Bone Spring basil sand versus four wells in the
Bone Spring basil sands; correct?

A Yes.

Q And unlike in Perman's proposal, we're
| ooking at five wells in the upper Wl fcanp; agree?

A Yes.

Q Now, Ms. Muieller distinguished in her
testi nony between the Wil facnp A, which is where
you' ve al so distinguished that there's -- three of
these wells proposed a little Iower. Staggered within

t he upper Wl fcanp. Agree?
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A Yes.

Q And in Ms. Mieller's testinony, she stated
t hat where there are no frac baffles or frac barriers,
she considers those geologic units to be single flow
units. Agree?

A Yes.

Q And do you recall her testinony that there
are no frac baffles or barriers between the third Bone
Spring basil sand or the upper Wbl fcanmp XY?

A Yes.

Q Nor are there barriers between the upper XY
and the top of the Wil fcanp A, the | ower Wl fcanp that
we were just discussing?

A Yes.

Q Okay. So in this situation here, just so
|"mclear, we're tal king about a well density that's
el even wells versus eight wells. Eleven wells in the
bl ack and tan versus eight wells in the Perm an
proposal ; correct?

A Yes.

Q Okay. And that's roughly what -- | think
it's nearly a 40 percent increase in well density?

A Yes.

Q Okay. Now, on the sequencing, you did

address this to sone extent in your testinony. And

Page 76

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

when | look at this next Exhibit D-- is it D6 or D7?
Now that I"'mlooking at it, |I'mnot sure. D6, I
guess.

A Yes, sir.

Q Ckay. So under D6 again, you have a
representation here of the well spacing design. And |
guess not totally clear. But if you would just
explain what the X axis is again.

A X axis is tine.

Q And that neans that year -- is that 2018
then, or what is that?

A Yes.

Q Ckay. And it's a log scale of course;
correct?

A Yes.

Q Okay. This just shows the Bone Spring wells
in this devel opnent in the black and tan; correct?

A Yes. This shows the 301 through the 308H.
And the forecast is prior to any of the Wbl fcamp wells
being drilled or fracked.

Q How much tinme el apsed between when the 301
t hrough the 308H wells were drilled and producing to
when the Wol fcanp wells were drilled and fracked?

A The -- the frac date -- | -- I've tried to

call out there. | had it at the end of '19.
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Q So how nuch tinme el apsed between when the
initial -- when the Bone Spring wells are drilled in
and commenced production until the Wl fcanp wells were
fracked and started producing?

A Could be -- looks |ike 21 nonths. Each --
each of those flat lines is a nonth. So |I'm sorry.
| -- | don't have that number handy. | can count real
quick. So |'ve got 12 nonths prior to the -- the
offset frac. Then |I've got -- |'ve got another 7
nmont hs after that, so -- so 19 nonths.

Q Al right. In this situation, the Apache
drills produced their Bone Spring wells first. And
then 19 nonths later, canme back in and drilled and
started commenci ng their Wl fcanp production. Agree?

A Yes.

Q Do you understand that that delay or lag is
sonet hing that Perm an is proposi ng here?

A No. No. They -- they are not. It would be
co-devel opnment all at once, | believe.

Q Let's go with that, M. Behm Yes. |
believe the intent here is to co-develop. And what's
your understandi ng of what their intent would be

there, that being the case?

A | believe it would be eight third sand and
ei ght Wol fcanp across the aggregate drilling unit
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at -- at one tinme. |'massumng they' re going to have
to split the benches up, just 'cause infrastructure
and being able to nove the volunes in this area wl|
be a bit of a chall enge.

Q The question then would be -- | nean,
essentially as you understand it, they would intend to
drill each of those wells and then to conpl ete them at
one tinme; agree?

A Yes.

Q Okay. Now, that's not at all what Apache
did here; is it?

A No. No. This is not co-devel oped.

Q Ckay. So | just went through three el enents
of your anal og here. W tal ked about the phi height
and the difference between the Joker Bane and bl ack
and tan. We were tal king about 43 percent increase in
phi hei ght at the Joker Bane | ocation, which
Ms. Mueller testified is a proxy for production.
Productivity.

We tal ked about the well spacing, where
we're | ooking at a 38 percent increase in well spacing
bet ween what bl ack and tan proposed and executed
versus what Perm an is proposing. Now we're talking
about well sequencing here, where the black and tan

conpleted their Wol fcanp wells 19 nonths after their
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Bone Spring.
So |

on that, you still contend that this black and tan

unit is neverthel ess the best analog to what Perm an

I S proposing?

A Yes.

you would go drill the Wolfcanp drills bel ow would be

t he assunpti on

barrel s. So -- so while it's not identical to what

wll be drilled, the fact that it's so many wells

targeting such

sane fl ow unit

Makes me confident that -- that a second landing is --
I S not necessary.
Q Okay.
of questions well enough, so | don't necessarily think
we need to go into it here. Just want to touch on it.

But | understand you heard my cross-exam nation of

your coll eague

A Yes.

Q And we di scussed whet her or not phi hei ght

woul d gi ve you

wat er saturation?

A Yes.

Q Ckay.

ask you. In your opinion then, based

In ternms of EUR, because the reason

t hat you had not accessed all the

a -- wth larger stagger targeting the

. And -- and | don't see nmuch uplift.

Now, | think we addressed ny next set

., Ms. Mueller?

any indication of oil saturation or

And you woul d agree that phi hei ght
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does not give any information on oil saturation;
agree?

A Correct. There is a wealth of offset
production in the third sands. So another way to get
an i dea about saturation is the water cuts that you

observe in the producing wells targeting the third

sand. It's one of the things |I referenced earlier.
Q Now, |let nme ask you sonething. | nean, do
you have an understanding -- | nean, you tal ked about

t he geology. Do you have an understandi ng of what the
source rock is here for the oil that's located in the
third Bone Spring sand?

A My -- well, I'"man engineer. But ny

under st andi ng woul d be the Wl fcanp as well as

mgration from-- from down dip.
Q As you sit here today, you can't discern
bet ween what is the larger contributor of oil in the

third Bone Spring, whether it's the Wl fcanp or any
other mgration within that zone?

A No. And I'msorry. Wen | said mgration,
| meant like, this could be, you know, townships and
townshi ps away over tinme. This is a third point in
the third sand, so you get sone really high oil cuts
as you nove up Staci's third sand channel. | can't

remenber what exhibit that was. That m ght be B6.
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Q But nevertheless, the Wl fcanp is, as you
under st and, source rock that contributes to the single

tank in this area?

A Yes.
Q Now may be the tine | want to talk a little
bit about your frac nodel. This testinony and your

exhi bits and the position you've taken on drainage in
the Wolfcanp is where | am confused. Okay. So

paragraph 36 of your testinony is where you introduce

Exhi bit D10.
A Yes.
Q D10, as |I'msharing on ny screen, is as |

under stand, a cartoon of your frac nodel for this
area; agree?

A Yes.

Q As | understood your witten testinony and
your statenents today, your frac nodeling is based on
your understanding of the data derived at least in
part fromthe HFTS2 project; agree?

A Yes. And -- and the picture here is we've
got a black and tan exanple at full devel opnent with
production before and post. O before and -- and
post. So the -- the stinulated rock volunme that's
accessed by the fracks before any Wil fcanp wells are

conpleted and after nust | ook very simlar. That's --
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that's what |"'mtrying to show here.

Q Al right. 1'"mgetting confused. Because
here, | thought you were show ng Perm an Resources
proposed devel opnent. Explain to ne what you nean

when you refer to black and tan.

A Bl ack and tan, whether it was third sand or
Wl fcanp -- the stimulated rock volunme, the reserves
accessed, appear to be the sane. Went versus fl at
prior to any Wolfcanp wells to when they canme back in
and underfill. So ny assunption here is |I'mjust
trying to draw a cartoon to explain what -- what that
m ght |l ook like in both our proposed devel opnents.

Q | guess what |'m confused about, M. Behm
Is you testified that you're going to be draining with
your third Bone Spring wells the hydrocarbons
avai l able fromthe XY sands; correct?

A | guess yeah. Yeah. No. | -- | would not
expect to add additional reserves by landing in the
Wl f canp.

Q Okay. And that's not what you said. You
said you're going to effectively drain the reserves
existing in the Wil fcanp; agree?

A Yes. In the XY. Sorry. |I'm-- |I'"mjust
trying to be specific.

Q That's fine. | totally appreciate that.
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What | understood you to say -- and | agree with you.
That you testified that your third Bone Spring wells
are going to effectively produce the hydrocarbons
existing in the XY sands. Agree?

A Yes.

Q Okay. M question is: Based on this
cartoon, how are you doing that for Ci marex's
devel opnent plan? 1Is this an accurate depiction of
Cimarex's fracture nodel ?

A This -- this a cartoon. I'm-- |'mjust
trying to show that we're -- both plans are going to
grow up to the carbonate frac baffle, and then the --
t he expectation | would have would be that the
stinul ated rock volune of the Perm an Resources plan
or black and tan, which was executed, nust | ook very
simlar to a four well flat or third sand only
| andi ng.

Q As to Cimarex's plan and the fact that
you're going to develop the Wl fcanp, are your fracks
actually going to go down into the Wl fcanp XY?

A well, I -- oh. Okay. I'msorry. | should
probably have drawn this cartoon with the bottom of
the frac drawn into the Wolfcanp. | -- | see your
guestion now.

Q So how woul d you change your cartoon to nake
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It a nore accurate representation of what you expect
the fracks are going to do?

A | -- | would drag the bottom of ny frac down
maybe a little bit further in the Wil fcanp. And --
and just to be clear, this is a cartoon. This is not
a-- not a-- the intent was to try to help explain

that the barrier at the top of the third was very

| nportant -- growing up until it hit that.

Q l'"msorry. | did not nmean to speak over
you. |I'msorry. The reason |I'mespecially
confused -- because in your dialogue with M. Zi nsky,

| understood you to say that this geology is nore

uni que here in that the fractures would tend to go up.
And | want to be clear that they're also going to go
down.

A If -- if | were to land in the Y sand, | --
| woul d expect the majority of ny drainage to be
contributing fromthe third and the X. | -- | expect
the sands to frack better than the shales below. And
then, | would expect the shale in the A to contribute
way |less flow than the clastics or the sands. The
third sand and the X and the Y.

Q Okay. Now, just so |I'mclear, because |
think I want to make sure that |I'mgetting ny question

answered. When you discussed with M. Zi nsky about
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the direction of the fracks, where C marex's fracks
are going to go, it's accurate to say that in fact,
Cimarex's fracks are going to go up, but also down,
but will be limted in their downward growth to sone
extent by the Wbl fcanp shal e; agree?

A | woul d expect that the -- the big barrier
here is a carbonate frac baffle that kind of go
| abel ed at the top. So | would expect whether you
| anded in third or Wol fcanp to grow up until you --
you hit a barrier.

Q " mtal king about down. Ckay. | understood
you just to say that the fracks wll extend down, but
wll be inhibited in their downward growth by the
Wol f canp A shal es; agree?

A That -- that would be ny -- yes. | think
that'd be nost |likely. And then again, upward bias
Is -- is the strongest bias | think there is.

Q Okay. D d you also hear Ms. Mieller testify

that Cimarex is potentially evaluating com ng back to

drill the Wolfcanp A shales at some point in the
future?

A Yes.

Q Is that sonething that is viable that

Ci marex woul d actual ly consi der doing given your

assessnent of the black and tan devel opnent in the
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Wol f canp A?

A The -- the target has to be significantly
| ower than where they |anded. And what | nean by that
I's, potentially, you could increase the stagger
between the wells vertically in that devel opnent
and -- and potentially access nmaybe | ower Wl fcanp A
or the Cisco. Sonething nuch | ower than -- than what
has been drilled today.

Q Ckay. So to the extent Ms. Muiell er was
tal ki ng about com ng back to Wol fcanp A, you woul d
agree, but only to the extent that it's whatever the
| andi ng zone woul d be, would have to be sufficiently
| ower to avoid any interference with the sands and the
third basil sands or the XY sands?

A | -- I would -- yes. To mnimze
i nterference and add additional barrels for the well,
| would land -- | would have a nmuch w der stagger.

Q Al right. Now, | kind of need to walk
t hrough your testinony that you had with M. Zi nsky.
And I'lIl do ny best to do that. | haven't had a | ot
of time to organize ny thoughts, but | want to do ny
best to walk through it. And | apologize if | end up
junmping around a little bit.

Okay. Edge effects Verna Rae. You were

referring to Perm an Exhibit F4. Couple things | want
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to ask you about. | don't have it in front of ne.

"1l discuss with you as | try to pull it up. But in
that exhibit, you pointed out -- let ne see if | can
actually show it on your D13. You point out the Verna
Rae -- if I'"'mcorrect, it's this 1-mle |ateral here
that you're referring to, the Verna Rae well that you

had concerns about contributing to an edge effect?

A Yes.
Q It's the 204H?
A Yes.

Q Okay. So that well is drilled at a | egal

| ocation off the |ease |line; agree?

A Yes.

Q And it's only a 1-mle well; agree?

A Correct.

Q And what Perman is proposing is a 2-nmle

wel | ; agree?
A Correct.
Okay. On your Exhibit D15, | understood the

point of this as you discussed your testinmony was to

show proj ect-based cunul ative oil; agree?

A Yes.

Q And you understand that from Perm an's
perspective, when they talk about -- you know, when

t hey, you know, hear project-based, they're thinking
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because this is -- they're proposing a
co-devel opnment -- okay -- between the third Bone
Spring sands and the upper Wl fcanp. That it be
appropriate to look at third Bone Spring production
and the Wol fcanmp production together. You understand?

A Yes.

Q In this chart, you don't show that; do you?
You break out the Wbl fcanp production fromthe Bone
Spring production; agree?

A For the -- for the black and tan, yes.

Q But not for the others?

A Correct.

Q Why did you do it only for the black and tan
and not the others?

A The -- the black and tan -- we |ose a well.
O not we. But the third sand has a well [ost kind of
further out in time. And I just wanted to highlight
the differences there in -- in that increnental
deci si on.

' Cause you can |l ook at -- what would that

be? It would be -- right where the black and the

yellow line kind of separate. You can see a change in

performance. And it -- it's interesting to nme that

that wedge is very close to that -- that change in

performance versus the EOG Delo wells, which -- which
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are good wel | s.

Q Are you saying that the change in
performance is when the black and tan Wl fcanmp wells
came on?

A Yes. That's when conpetition -- conpetition
for barrels in the same flow unit kind of starts.

Q Wasn't there also sonething el se that
occurred with the Bone Spring wells at that tinme?

A There's the operational overprint ahead of
time. Yeah.

Q Okay. But in your view, that divergence
there is due solely to the introduction of conpetition
fromthe Wl fcanp wells bel ow?

A That would be the -- the domnant view in ny
point. And then just while we're here, the intent of
this plot is there's sonme great four wells per section
devel opnent hol dout on here.

And just to nmake sure we're all reading it

the same way, |'ve got project oil per foot on the Y
axis and then tinme on -- on the X axis. And -- and so
what |'m | ooking at when | |ook at this plot is, |ike,

t he bl ue devel opnment at four, the Reed and Stevens,
the North Lea three wells at four wells per section.
You can see long termvery simlar "cunes."

Q M. Behm not to be rude. | appreciate it.
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But this will go a lot faster -- and just in order to
make time, | would |like you just to answer ny
guestions; okay? Not to be rude. | appreciate your
additional input. But I'magoing to try to just keep
it to nmy questions. [It's okay. Not to be rude.

On this "cunme" plot as well -- | nean, we
saw sonme significant difference in the phi height
bet ween even just the black and tan and the Joker Bane
project area. This "cume" plot does not take into
account any of the rock quality issues that we were
di scussing previously. Agree?

A Correct. This is just production.

Q | was a little confused on D16 for why you
believe it's not confusing or m srepresentative to m X
daily with nmonthly in this chart on D16.

A For the Batman wells, we had a daily data
that we were able to -- to use. So | -- | just
plotted that on there.

Q You don't think there's a better way to
achi eve the sane assessnent or analysis of EUR?

A This seens okay to ne.

Q Ckay. | don't have the luxury of tinme, and
| don't have the |luxury of getting details fromyou
and understanding fully your econom c analysis. Ckay.

So I"'mnot going to really dive into it here. Okay.
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But | want to understand. |In your econom c anal ysis,
are the presunption and econom ¢ assunptions nmade - -

are they based on the black and tan devel opnent ?

A This is nmy -- ny base case. M reserves
case. So I'mrunning -- this would be table 1.3 on
Exhi bit D11.

Q So here, this analysis, your base case

econom ¢ analysis, is based on the black and tan
devel opnent; agree?

A Yeah. It would -- it would -- yeah --
assume simlar performnce.

Q And that's the same as with your Exhibit D9;
right? Your D9. You addressed the EUR from the bl ack
and tan. That serves as the basis for your economc
anal ysis going forward in your testinony and exhibits;
agree?

A Yes. W -- ny -- yes.

Q Al right. Now, in your discussion with
M. Zinsky, when he referenced the June 15th letter
that M. Coffrman sent --

A Yes.

Q Your testinony was that based on -- | just
want to make sure | understand that. GCkay. You
testified that approximtely three-quarters of the oi

t hat woul d be produced fromthe Bone Spring wells
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woul d be produced fromthe third Bone Spring. The

basi| sand and the third bone spring.

A The third Bone Spring sand in -- in
aggr egat e.
Q I n aggregate. And then approximately a

gquarter percent would be produced as sonme the Wl fcanp
XY sands; agree?

A Yes. That would be ny -- ny estimte.

Q And that's just based on the assessnent of
t he phi height; yeah? Bore height.

A Paired with the production results from al
t he devel opnents up in that area.

Q When you say paired with the production
results, is that an analytical pairing, or is it
sinply that the production results bolster that
determ nation in your view?

A The production results bol ster that
determ nation in nmy view

Q | nmean, | guess what |I'mgetting at is,
you're not making sonme sort of cal culation
I ncorporating production fromthe area of interest to
come up with a three-quarter, one-quarter allocation;
are you?

A No. That's -- that's primarily the PH

Q Ckay. But you don't know what the oil --
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you haven't done an oil and place cal cul ati on
determ nation for the acreage at issue in these cases;
have you?

A We have SO phi H. | can't renenber what
it -- | don't know if it's an exhibit, but it's very
simlar to PH wth our nodel.

Q Okay. But | think Ms. Mieller testified
that's based on the nobdel; correct?

A Yes.

Q Okay. So other than the nodel, you don't
have any data indicating what the oil in place as
bet ween the Bone Spring or Wil fcanp here; do you?

A We have the producing water cuts of wells
| anded in the third sand for -- for the surrounding
area. And so water cut's kind of a proxy for oi
saturation. Wter cut goes down, and the third sand
gets oily. You would assune saturations would go up.

Q And are those water cuts partly the basis
for, you know -- do the water cuts help C nmarex target
then the basil third sand? |In other words, you're not
targeting the upper portion of the third sand; you're
targeting the bottomof the third sand. 1Is that based
in large part on the data you recovered on water cuts?

A Could you ask the question again?

Q M questionis: Wiy is Cimarex targeting
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the very bottomof the third sand? What's the data
basis for that target?

A That would be the -- the best quality
| andi ng zone. And then again, we're nore confident in
grow ng up to touch that -- that frac barrier up above
us. So you would -- you would tend to land | ower in
your target reservoir.

Q VWhat's the data that supports that best
quality | anding zone?

A  That would be your porosity wthin that
zone. That's -- that's good, high-quality sand.

Q Wien you say porosity, you're talking the
phi height within that zone; yeah?

A I"'mtalking -- the -- the porosity is not
uni form t hroughout. That -- or we call it the C sand.
Lots of people mght nane it differently at a
different conpany. But landing in that sand woul d be
our recomendation fromthe production results.

Q GCkay. So that sand, that |anding zone, has
better porosity than other portions of the third Bone
Spring basil sand; correct?

A Yes. W -- we would target the best rock
for the | anding zone.

Q Just wanted to nmake sure | under st ood.

Thank you. One thing | also thought | heard you -- |
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just want to make sure | get the tineline straight
here. | thought | understood M. Zi nmsky ask you

about -- that you guys proposed your applications in
response to Perm an's proposals. Did | understand you
to say that?

A Ch. I'"'m-- I'"mnot sure.

Q OCkay. But just to be clear, | nean, you
understand that Cimarex was first to issue its wel
proposals and to propose devel opnent in this acreage
before Perm an -- is that your understandi ng?

A Yes.

Q Perman made its well proposals in response
to Cmarex's plan devel opnent; agree?

A Yes.

Q And | thought |I heard you say that you are
confortable with the production data or the data that
Cimarex has and that you wouldn't need additional data
in order to proceed to develop the M ghty Pheasant and
Loosey Goosey acreage. |s that my understandi ng?

A The third sand specifically is devel opnent
ready. We plan to gather sone data. As you dril
wells in an area, you can gather data on those wells
to re-risk some of the other benches and | andi ngs.

Q Al right. 1Is Cimrex planning to drill a

pil ot hole or do any additional science-based testing
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within the M ghty Pheasant or Loosey Goosey?

A W would grab sonme additional |og data right
now.

Q So in other words, there are plans to take
| og data across the different potential target zones
in the devel opnent area?

A W wuld -- yes. W -- we would go -- yeah

Q So |l just want to nmake sure, because you
sound a little anbivalent. But are there concrete
plans for Cimarex to go in and take test data within
potential target zones in this devel opnent area?

A We plan to do sone logging on the first wel
to maybe better understand sone of the barriers for --

for stuff |ike upper second sand and get confirmation

on sonme of the less proven targets like the -- |ike
the | ower second. That wouldn't matter. But that
upper second, which Staci spoke to prior -- gathering

sonme nore data on that to optim ze spacing and
expectations for that zone. W -- we would do that.

Q Just going through. Mke sure and see if |
have everything |I want to cover, M. Behm |
apol ogi ze for ny delay. M. Behm one of the coments
| think you made -- you know, as we discussed, there
may be sonme differences of opinion over whether

certain wells in the area of interest are | anded in
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the third Bone Spring sand or the upper Wbl fcanp.
Remenber that discussion?

A Yes.

Q And M. Zinmsky asked you whether it would
have any i npact or change your opinion about anything
whet her those | anding zones were accurate or not that
you depicted. Renenber that?

A Yes.

Q And you said that in your view, it wouldn't
change your opinion. It would have no effect on your
anal ysis. Agree?

A The -- the wells close to the subject |ands
where we have |ots of log control -- |I'mconfident in
where our geol ogi sts have placed them So | would not
expect it to change ny opinion here.

Q So even if sonme of those wells were actually
Wol fcanmp -- | guess ny question is, the whole point of
this dispute here, to sone extent, is whether the
Wl fcamp is a viable target, either by itself or in
conjunction as co-devel opnent with the third Bone
Spring.

And you're saying that whether a
hi gh-perform ng a good-performng well is actually
| anding in the Bone Spring or Wbl fcanp would have no

| npact on your assessnent or your opinion -- is just
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confusing to ne.

A  Well, if for sone reason the wells that are
| abel ed as third sand, like the -- the Lea 3 is
adj acent to M ghty Pheasant, Loosey Goosey. That's a
four well devel opment that we have in the third sand.
If -- if the well count's really what's nost inportant
there, if one of those wells is Iike an X sand and al
the other wells are a third sand C, it's still a
single flat target. The -- the big risk here is
actually well count, if that nmakes sense.

Q OCkay. I'mjust going through to make sure |
covered everything, M. Behm On your Exhibit 23 --
|"mgoing to pull it up here. Let nme know when you
can see ny screen.

A OCh. | can see it.

Q G eat . Now, | think that a | ot of the
| ssues that are raised by what Cmarex i s proposing,
as we discussed with M. Savage yesterday and -- are
i nplicating, you know, ultimately | egal issues. |
think there's sone factual issues that need to be
addr essed.

But one of the things | just wanted to nake
sure | understood here -- 'cause | think in your
testi nony you nake the point that all -- and you use

the word "all." All the Wl fcanp owners will benefit
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nore from Ci marex's proposal than from Perm an's

proposal. Do you agree with ny paraphrasing of your
position?

A Yes.

Q | nean, I'mnot going to get into the

di fferences here between each of the Wl fcanp owners
and your analysis about the economcs. | just don't
have the time to do that. But as | understand, just
to be clear, the econom c argunent that you're making
here for each of these Wl fcanp owners is based on
your econom ¢ analysis of the black and tan; agree?

A It -- it's based off ny expectations for
the -- the subject |lands --

Q Perm an stopped the black and tan
performance; agree?

A And it would also be simlar to the adjacent
Reed and Stevens developnment. It's -- it's that sort
of EUR -- would be ny expectati on.

Q Did you use the Reed and Stevens offsetting
devel opnent in your econom c analysis in these
exhi bit?

A The -- the 10,000, 000 barrel expectation
versus the 12 as the high range where all the PH
translates into an -- into an uplift. | was trying to

bracket the range of outcones as a sensitivity to see
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if I could get to a Wil fcanp proposal.

Q Okay. Just sol'mclear, is that which is
up -- what exhibit is that?

A |"msorry. | showed two tables. And |I've
showed table 1.3 and 1.4 in D11.

Q | just want to nake sure |I'mon the sane
page. Ckay.

A Yes.

Q OCkay. So on this exanple, this table,
you're show ng a bracket of EURs between 10 and 12
based on black and tan and then the Lea 7 production;
I's that right?

A The -- the 10,000,000 would be very simlar
to black and tan. You could get some overperformance
on the PHH We tend to predict ranges. | don't think
' m hel ping any, but the --

Q This is helping. So the top table is based
on the black and tan; agree?

A It would be a simlar -- yeah. It would be
simlar in EUR space for black and tan.

Q And the 12,000,000 EUR is based on what?

A That would be significant uplift. M ninmal
degradation fromthe offset wells that exist like the
Verna Rae. |I'mjust trying to bracket how many

additional reserves | would need to add with a
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Wbl fcamp landing to justify drilling it.

Q Al right. So when you do your assessnent
down here and you're conparing the econon cs, picking
your ratios, this is just the creation of your ratios
t hat you then apply to the economcs to determ ne that
to each of these owners?

A Yes.

Q Okay. The slide that you conpare the
econom cs for these owners is this slide, D20,
correct?

A  Yes.

Q And you're just using -- when you say the
Perm an plan here, PV10, that refers back to the D117

A | nmean, it would be nmy -- nmy 10, 000, 000 - -
yeah. Table 1.3 kind of base case. And instead of
doing a sensitivity, it's just one nunber.

Q Okay. I'mjust catching up a little bit.
Now, on this ratio exhibit where you explain or show
how you cone up with your ratios between the Bone
Spring Wl fcanp, obviously -- you know, there's two
owners for whomthat ratio doesn't apply; agree?

A Yes.

Q And that's because they don't own the Bone
Spring at all; agree?

A And our intent is to get theminto the
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wel | s.

Q But if you pool them if they don't agree to
an agreenent of any kind with C marex about how to do
that, they don't get any benefit from your Bone Spring
wells; do they?

A They -- they would not, unless we assign
theminterest |ike John tal ked about earlier.

MR. RANKI N: Madame Hearing Officer, |
don't have any further questions of M. Behmat this
tinme.

THE HEARI NG EXAM NER:  All right.
Thank you, M. Rankin. And M. Behm

" mgoing to pause for a nonent in the
event any of the other parties has a question of
M. Behm No. All right.

M. Zinmsky, do you have redirects?

MR. ZI MSKY: Yes, Your Honor. | just
have a few m nutes.

THE HEARI NG EXAM NER:  All right.

REDI RECT EXAM NATI ON
BY MR, ZI MSKY:

Q M. Behm the EUR that you were just
di scussing with M. Rankin between 10 and 12. That's
based upon bl ack and tan, but with those estinates

that you tried to bracket what this was going to
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produce. What other information did you use besides

bl ack and tan productions?

A | | ooked at recovery factors in the area.
The -- the way sonme of the different projects have
performed. The surroundi ng production. |ncorporated
Staci's geology delta in the third there. Again, |I'm

just trying to provide a range of expectations to see
If | can get to enough reserves to see if | can
justify drilling four nore wells for de-issue.

Q And | want to go back to this PH difference.
And | think you nentioned density m ght have a role in
this. So the difference between the ten average
subj ect | ands and the seven average at the black and
tan m ght be sonmewhat nmuted by density consi derations.
Maybe |' m m sunder st andi ng, but --

A PH is porosity tinmes height. And so the
hei ght of these two devel opnents is -- it doesn't
change by as nmuch as the porosity. |Is also a
conponent. So this is in a higher porosity. So |
woul d expect better -- better flow properties.

Q Better flow properties which |ocation?

A At the M ghty Pheasant Loosey Goosey,
there's sone upside of being able to drain it nore
efficiently maybe.

Q Ckay. And the fact that the black and tan
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I's a denser devel opnment versus the Perm an proposal.
You woul d expect the denser devel opnment -- it m ght
not be an econom c way to produce the hydrocarbons,
but you woul d expect to get nore from a denser
devel opnent; correct?

A The absence of uplift at denser spacing

makes nme very confident in nmy reconmendati on.

Q As four Bone Spring wells in the subject
| ands?
A Yes, sir.
Q Okay. And would you say that's the increase

I n production?

A I ncrease in reserves.

Q Reser ves.

A Yes.

Q And M. Rankin tal ked about -- first

sentence in paragraph 15. South Lea County's conpl ex
across the entire area with flow units changing
drastically over several mles. But when you anal yze
the black and tank, which is 2 nles away fromthe
subj ect | ands, did you find any changes in the fl ow
uni ts?

A No. To ne, it was -- it's a -- it's a very
sim | ar anal og.

Q But it could be possible you could go 2
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mles the other way, and it m ght not be a good
anal og?

A O as | head further south -- yeah.
Eventual ly, things wll change.

Q And you testified that water cut is a good
proxy for oil saturations?

A Yes. The lower the water cut, the -- the
better the oil saturation should be in -- in
equi val ent rock.

Q And you have water cut information from
near by | ands near to the subject |ands?

A Al'l the -- all the producing wells water cut
I's public data like the oil production that's --
that's reported.

Q And so you're getting at from devel opnent
simlar to the geol ogy of the subject |ands?

A Yes.

Q And | think M. Rankin -- he was talking
about Exhibit D1. | think he m ght have said that you
created this Exhibit D1, D2. Is this sonething that
Enverus put out that you just used?

A Yes.

Q And the difference in the sequenci ng between
Perm an Resources devel opnent plan to co-devel opnment

conpleting all of the wells, the four Wl fcanp, and
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the four Bone Spring, and the subject |ands for each
section, so eight and eight -- versus the black and
tan, which they waited nineteen nonths to drill the
Wl f canps. Does that have any inpact on why you
deci ded that black and tan is anal ogous?

A The black and tan value is -- is the density
at an increased stagger, not adding reserves. That's
| nportant to me, because it shows that it kind of
reinforces that the majority of reserves are accessed
by the third sand | anding. Ot herw se, you woul d
expect to see sone barrels added when you add
addi tional wells | ower.

Q Even if they're devel oped 19 nonths |ater?

A Yes. | would expect to see sone increnental
if significant barrels had been m ssed.

Q And you did not?

A Correct.

MR. ZIMSKY: That is all the questions
that | have. Thank you, M. Behm

THE HEARI NG EXAM NER: M. Zi nsky, did
you say you were done?

MR. ZI MSKY:  Yes.

THE HEARI NG EXAM NER: Ckay. Thank
you.

M. Garcia, do you have any questions
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of M. Behnt?

MR. GARCI A: | have a few. "1l be

qui ck.
CROSS- EXAM NATI ON
BY MR GARCI A:

Q Al right. M. Behm |Is that correct?
A Yes, sir.
Q Qui ck question. | believe you heard ne ask

t he geol ogi st yesterday. Just curious.

Do you think

Reed and Steven's plans or Perm ans' plan -- no matter

what practice | nmay have, you'll have that upward

growt h into the Bone Spring, whether it'
| i ke water, crosslink, et cetera?
A That woul d be ny expectati on.

proposed. If it's landed further down i

s a gel drops

Landed as

n the shal e.

The nore height difference there is, the -- the nore

unknown that woul d becone.

Q Sorry. M questions are just

clarification

stuff for when | try to order. How high off the

bottom are your guys' Bone Springs wells off the

bottom of the Bone Springs?

A |'"ve got 50 feet in nmy head. The 40 feet
off the bottom of the third sand.
Q Did you run a fracks sinmulation at all on
t hese well s?
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A No. No, | did not.

Q Okay. Based on your prior experience in
this area or other areas in New Mexico, what do you
think an estimated downward growth of your fracks
woul d be on these Bone Spring wells Iength w se?

A | -- I don't think we would grow into the A
| -- I think we would grow into the Y. But again,
l'"'m-- I"mreally confident in the upward grow h.

It's just that absence of a barrier nmakes it nore
likely to add the Y and the X

Q Yeah. |'mjust curious about the drainage
of the Wol fcanp. And | guess just to clarify, when
you tal k about Perm an's frack [ ength growth, you're
tal ki ng about effective drai nage growth, not just
overall frac |ength?

A Yes. \What -- what effective drainage is.

Q Just want to make sure. Sone people talk
about frac length and not drainage length. So | have
a question on one of your exhibits that's actually not
your exhibit. Your counsel submtted an anmended
notion back in July 28, | believe. Basically, | talKks
about why you guys woul d prefer option one as the Bone
Springs as XY reservoirs.

But then it further says poor quality

reservoir of the upper Wl fcanp. | guess | was
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curious on the reason of the poor quality, since
geol ogy yesterday testified that this is basically one
reservoir one why the Bone Springs is excellent and
the Wolfcanp is poor. And | can probably screenshare
this if you haven't seen it.

A That would -- that would be hel pful. Thank
you.

Q It should have paragraph 5 right here. Does
that | ook about right?

A Yes, sir.

Q Okay. And so mainly right here is the --
and this was filed again on behalf of your counsel.

A Yeah. |'m-- I'mnot sure. M ght be saying
that the third sand is predom nantly sand, and then
t he upper Wbl fcamp -- you've got the two XY sand
packages. And kind of the rest of it is shale.

So the -- the majority of the reserve stuffs

woul d be | ocated within the -- the storage of the

third sand. And we woul d expect that to contribute

the -- the nost to fl ow. But the -- the X and Y to ne
would -- would contribute as wel |.
Q Let me see if | can stop sharing w thout

breaking it. Last questions. O a few nore
guestions, | guess. On your Exhibit D16. You can

screenshare that if you want. | have it open on ny
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side. So | guess so you're counsel is aware of what

|"mreferencing. So right there, the inpact of the

Wl f canp underfill begins?
A Yes.
Q | guess, how do you know that's the inpact?

| s that just based off tim ng?

A Yeah. No. That's fair. That is based off
of time. But the -- the production response that you
see in the wells where you have to clean up all the --
the water cuts high. Your GOR is suppressed. Those
are all common things that you would see with an FDI
where | arge anounts of water had gone into the zone
you were draining. | think |I called that out on one
of ny black and tan exhibits. Yeah.

Q Okay. And then one slide up fromthis page.
So this slide confused ne. So is this actual
production data? |Is that what this is?

A Yes.

Q Okay. That's what | thought. And
basically, |I think you're trying to call out,
hi ghl i ght here, these are when the wells were fracked.

And we saw decreased production or decreased EURs

after this. |Is that correct?
A Yes. |I'mtrying to put a pre-inpact to the
wells, what -- what sort of reserves were -- were
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accessed with third sand only | andi ng.

Q Okay. And | think you said each line is a
nonth earlier. So out of curiosity, these wells | ook
|i ke they were shut in for roughly two nonths after
the frac. Do you think any danmage was caused by that
shut-in that's contributing to the [ack of production,
or do you think it's nmostly the Wbl fcanp effect?

A And this is an amal gamation of all six well,
so there -- there's things outside of reservoir
engi neering |ike takeaway constraint. They have a
hard time getting these wells back on. So this --
this first nonth isn't all six wells. It takes a |ong
time to get all the wells back produci ng where they
are.

Q Okay. And that was probably ny
m sunderstanding. | thought this was the one well.

A This is all six.

Q Okay. Do you think shut-in did cause any
damage to these production, though, or do you still
think it would still be nostly Wolfcanp if there was
no takeaway i ssue com ng back online?

A To nme, it would be predom nantly Wbl f canp.

Q Okay. Do you know the overall Wbl fcanmp
t hi ckness in this area?

A For the XY, | would defer to Staci for the
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thickness of the A. | knowit's significantly thinner
than where we target it down sout h.

Q Okay. Yeah. | know our Wbl fcanmp can be
li ke, up to 3,000 feet in sone places. And so | guess
my question is, your guys' option one is conpul sion
pul ling the Bone Spring only. And essentially,
banning drilling in the Wolfcanmp is -- pardon ny poor
summary. Do you think there's going to be resources
left in the |lower Wl fcanp fromnot drilling that that
won't be drained by these Bone Spring wells?

A | -- I think the X and Y will be captured
further down in the AL. Again, the further away you
go, the nore chance you woul d have of accessing
barrels that hadn't been touched. It would just be a
| ess econom c well conpared to the third, the second,
the first sand. Those stuffs would be the -- the tier
one targets in the area.

Q Okay. One of our goals is to try to get al
resources out obviously nost effectively, but also try
and prevent from stranding resources. And so that's
one of the things |I'mcurious about. |s there going
to be stranded | ower Wbl fcanp resources?

A It would be developed -- if -- if it's
viable, it would get drilled. It would just --

there's finite infrastructure, so | would assune we
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woul d both drill third sand first.

And -- and you tend to go best to worst
econom cs and production w thout overfilling your
infrastructure. And then, we tend to not work in
| andi ng zones. That's one of our approval
requi renments to go drill wells at -- at Cotera
Ci marex. An orphan | andi ng zone woul d be
I ntentionally stranding a bunch of econom c barrels.

Q Okay. And then | think |ast question. Wen
you guys are perfing and fracking these wells --
assum ng you're perfing, you're fracking -- are perfs
being rotated all 180 degrees or all 360 degrees?

A No.

Q What direction would they be nostly ained

A Most |y up.
Q Mostly up.
A Zer 0 degr ee.
MR. GARCIA: | think that's all ny
guestions. Thank you for all your exhibits.
THE HEARI NG EXAM NER:  All right.
Thank you, M. Garci a.
Ms. Thonpson, do you have questions of
M . Behnt
M5. THOMPSON: | have no questions at
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this nonment.

THE HEARI NG EXAM NER:  All right.
Thank you. |s there any reason not to excuse
M. Behm for the tine being, anyway?

MR. ZI MSKY: Madame Hearing Exam ner, |
have a point of clarification on M. Garcia's question
about the buffer.

THE HEARI NG EXAM NER: Yes. (Go ahead.

MR. ZIMSKY: | don't know if it's
sonething to necessarily list it fromthe w tness.

But we're just proposing, | think, the bunper in the
sand in the upper Wl fcanp and not, you know, in the
shale. So the |lower Wbl fcanp -- we're not saying that
can't be devel oped under the proposal. The one
option.

So | just wanted to clarify. [It's in
t he papers. |It's a proposal, so | don't think this
W t ness necessarily has to testify to that. | just
want to make sure that that was clear. And M. Garcia
may have said that, but | mght have m sheard.

MR. GARCIA: No. Thank you for the
clarification. | figured | butchered what the notions
and exhibits had. Trying to process them | think
it's |ike 1500 pages, and this case file is rough.

MR. ZI MSKY: It's in there, so just
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want to make sure you were aware. Thank you.

MR. GARCI A: Thank you.

THE HEARI NG EXAM NER:  All right.

Well, thank you M. Zinmsky. And thank you M. Garci a.
And thank you, M. Behm It seens like it's probably
tinme to take a lunch. It's 12:20. Does 1:30 work for
fol ks?

MR. SAVAGE: Madane Exam ner, | was
wondering if | could quickly get in the notice,
Exhibit E, right before lunch. 1t's a one paragraph
statenment to accept the exhibits. And | think that we
woul d be done submtting all of our exhibits. Do you
want to wait until --

THE HEARI NG EXAM NER: Oh. Terrific.
That sounds like M. Savage. Go ahead.

MR. SAVAGE: |I'msorry. Did you m nd?
We can get this out of the way, and then we can go to
| unch and - -

THE HEARI NG EXAM NER:  Sure. Go ahead.

MR. SAVAGE: M nane is Darin Savage,
representative and attorney for Cimarex Energy
Conpany. | testified today based on the Exhibits E
and Subexhi bits E1 through E3 and hearing packets 1,
2, and 4, in cases 23448 through 23451, 23452 through
23455, and 23494 t hrough 23601.
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That all working interest owners were
sent notice letters or waived notice in a tinely
matter. And publication notice was tinely published
I n the Hobbs News-Sun, a newspaper of genera
circulation in Lea County, New Mexico, as shown in
Subexhi bit E3. There are a handful of letters still
in transit -- just a handful -- and designated as
mailed in the mailing report.

And there is one returned letter from
Di anond Star Production Conpany, LLC, which appears to
be at this time unlocatable. The mailing report and
reports of receipts returned are provided in Exhibit
E2. And sanple notice letters are provided as
Exhibits E1. At this time, | ask that Exhibits E and
all Subexhibits E1 through E3 and hearing packets 1,
2, and 4, and the above said cases be admtted into
the record. And | am avail able for any questi ons.

THE HEARI NG EXAM NER:  All right.
Thank you, M. Savage. Let nme pause for a nonment in
the event any party has an objection. | don't hear
any. So Exhibit E and all the subexhibits are
admtted. And thank you very nuch.

(Exhibit E was marked for

i dentification and received into

evi dence.)
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MR. SAVAGE: Thank you.

THE HEARI NG EXAM NER: So let's break
for lunch until 1:30.

(OFf the record.)

THE HEARI NG EXAM NER: Does Counsel
have an inpression yet as to whether we'll actually be
able to finish today? Ms. Salvidrez has to make
certain arrangenents if we're not going to do that.

MR. RANKIN: | remain hopeful that we
wll finish today. We're going to switch our order or
sequence of witnesses so that we'll do M. Fechtel as
t he engineering witness. And he probably will take
t he nost tine.

| think probably only do two
W tnesses -- | nean, our facilities engineer will just
be nostly addressing his direct exhibits to get him
accepted to the record. And then, we'll just touch on
sone rebuttal for |and and geology. So | believe that
we should be able to finish today dependi ng on how
extensive the cross-exam nation is.

THE HEARI NG EXAM NER: All right. And
keep in mnd we wll have to stop around 4:30. So al
right. Well, let's give it a shot, then. And if you
woul d pl ease just give me and Ms. Salvidrez a heads-up

I f you conme to the reasonable conclusion that it's not
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going to finish today.

MR. RANKIN: Okay. W I do.

THE HEARI NG EXAM NER: All right.
Thank you very nmuch. Please go ahead and call your
first w tness.

MR. RANKI N: Madame Hearing Ofificer,
the Division would like to call our first witness in
this case. In this case, it's going to be M. John
Fechtel .

THE HEARI NG EXAM NER:  All right.
Thank you.

M. Fechtel, would you pl ease raise
your right hand.

VWHEREUPON,

JOHN FECHTEL,
called as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothing but
the truth, was exam ned and testified as foll ows:

THE HEARI NG EXAM NER:  All right.
Thank you. |I'mhaving a little trouble hearing you.
I f you woul d speak up and spell your nane for the
transcript, please.

THE W TNESS: John Fechtel. lt's
J-O-H-N, F-E-C-HT-E-L.

THE HEARI NG EXAM NER: Thank you.
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Go ahead, M. Rankin.
MR. RANKI N. Thank you.
DI RECT EXAM NATI ON
BY MR, RANKI N:

Q M. Fechtel, if you would maybe just check
the i nput on your audio, and then there my be a way
you can increase sensitivity of your m crophone. That
may help with the sound quality.

A Is it hard for you as well?

Q Just a little bit. Yeah. It's alittle
soft.

A Yeah. It's -- it's -- the settings are
| ocked, it |ooks |ike.

Q Yeah. You sound better now.

THE HEARI NG EXAM NER:  Yeah. | think
he sounds great.

THE WTNESS: |If it becones an issue, |
have another one here. W can swtch.
BY MR, RANKI N:

Q You sound a | ot better. M. Fechtel, wll
you pl ease state your full nane for the benefit of the
court reporter.

A John Fechtel.

Q And wi Il you spell your |ast nanme?

A F as in Frank, E-C-H T-E-L.

Page 120

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

Q By whom are you enpl oyed and in what

capacity?
A The reservoir nmanager for Perm an Resources.
Q Have you previously testified before the O

Conservation Division?

A No.
Q WIIl you please review for the exam ners --
l et me just ask. |Is your resune attached to your

exhi bit packet as Exhibit 17

A Yes.

Q WIIl you briefly review for the exam ners
your education and work experience as a reservoir
engi neer.

A | graduated fromthe University of South
Carolina in Decenber of 2012. 1've been a reservoir
engi neer since 2015 for Pioneer Natural Resources as
an asset devel opnent engi neer, an asset devel opnment
| ead, and as a senior reservoir engineer on a regional
t eam

Joi ned Colgate in 2019 as the devel opnent
pl an manager -- pardon ne -- where | oversaw ki nd of
all aspects of field devel opment. And 2022 with the
merger with Centennial, | becanme the reservoir
manager, you know, when Pern an Resources was created.

That's my current role, and | continue to oversee
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asset devel opnent and oversi ght of kind of asset
devel opnent engi neers.

Q Are you famliar with the applications that
were filed in these conpeting cases between Ci marex
and Perm an?

A | am

Q Have you conducted a study of the reservoir
I n the subject |ands?

A Yes, | have.

MR. RANKIN:. At this tinme, Madane
Hearing O ficer, | would tender M. Fechtel as an
expert in reservoir engineering.

THE HEARI NG EXAM NER: Let nme pause for
a noment in the event any other party has an
obj ecti on.

MR. Z| MSKY: Madane Hearing Officer, |
have just a voir dire question.

THE HEARI NG EXAM NER:  All right.
Pl ease go ahead.

CROSS- EXAM NATI ON

BY MR, ZI MSKY:

Q M. Fechtel, your degree is in nmechanical
engi neering; is that correct?

A It is correct.

Q And did you take any petrol eum engi neering
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cl asses at the University of South Carolina?

A Sure did not.

MR. ZIMSKY: That's all the questions |
have. And | don't have an objection.

THE HEARI NG EXAM NER:  All right.
Thank you, M. Zi nsky.

He is so recognized. And, M. Rankin,
go ahead.

MR. RANKI N:  Thank you.

DI RECT EXAM NATI ON

BY MR, RANKI N:

Q M. Fechtel, would you please -- do you have
your exhibit handy in front of you or the exhibit
packet ?

A Yes, sir.

Q And did you prepare a self-affirned

statenent that's been marked as Exhibit F in that

packet ?
A Yes.
Q Did you al so prepare exhibits that were

attached to your self-affirnmed statenent, Exhibits F1
t hrough F8?

A Yes.

Q Do you have any additions or corrections or

updates to those exhibits that were nade to your
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st atenment ?

A We did add one slide or replace on slide.
Is that included in this?

Q No. Which slide is that, M. Fechtel ?

A Let me get to the exhibit nunber. This
woul d' ve be Exhibit F3.

Q Okay. And what was the change made to
Exhi bit F3?

A Just one well being reclassified.
Oiginally, the one -- the Verna Rae 133 was i ncl uded
and co-devel oped with the Wl fcanmp A when it is not --

Q Ckay. So that would be a repl acenent
exhibit. And that exhibit was filed with the Division
and circulated to all parties; correct?

A Yes, sir.

Q Right. | think I'mhearing sonme background
noi se, and I don't knowif it's fromyou, John, or
from sonebody el se.

MR. RANKIN. But just want to make
sure. |If we can, everyone can nmute so we aren't
hearing distractions in the background.

BY MR, RANKI N:

Q Except for you, John. Don't mute. Now,

ot her than that, did you have any ot her changes or

updates to your testinony or exhibits on direct?
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A Yes, sir.

MR. RANKIN. Ckay. At this tine,
Madame Hearing O ficer, | would nove the adm ssion of
Exhibits F and the attachnents into the record.

MR. ZI MSKY: No objection.

THE HEARI NG EXAM NER: Let ne pause
for -- okay. Well, thank you for that. And let ne
pause just nonentarily in the event any other party
has an objection. Al right. Exhibit F and its
attachments are adm tted.

(Exhibit F was marked for

i dentification and received into

evi dence.)

MR. RANKIN: Thank you.

BY MR, RANKI N:

Q Now, M. Fechtel, have you reviewed the
testinony and exhibits that were prepared by C marex
and their reservoir engineer? John, |'msorry.
don't know what it is. But now, all of a sudden,
sonetinmes |'m not catching your yeses. WII| you make
sure that -- maybe try again so | make sure | hear
you.

A | have -- | have reviewed the exhibits.

Q Okay. And did you prepare rebuttal exhibits

I n response to M. Behm s testinony and exhibits?
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A | did.

Q Are those marked as Exhibit K?

A Yes, sir. They are.

Q Ckay. |I'mgoing to go ahead and full these
up. And then we can wal k through them And I"']
share nmy screen in just a nonment once | get them on.
If you let nme know once you see ny screen. Can you
see ny screen, M. Fechtel ?

A | can.

Q Al right. You prepared sone testinony in
response. What does this first slide show? And
explain to us what we're | ooking at here.

A Right. And just given that we've had
m crophone, if you raise your hand at all, I"'mtry to
ki nd of stop or get |ouder.

But yeah. So this first exhibit -- kind of
to step back. Obviously, we just went through
M. Behmis and Cimarex's direct and cross here. And a
| ot of the argunment around the property devel opnent of
this area is based on offset wells and based on kind
of what other operators have been doi ng.

Exhibit D3 on the left and D4 on the |eft
were both provided by Cimarex. D3 in the top-left is
the kind of map overview in the AO. They reference

often as part of a study they did of these | ands and
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their recomendation that Bone Spring should be
drilled by itself.

And then D4 is a kind of histogram of
activity in the area broken out kind of between the
third Bone Spring, the Wl fcanp, and by operator.
They also attached a well |ist that we referenced.
Believe it's D24.

And there are a few differences in the way
that -- those were highlighted already by C marex in
their testinmony. What we did is take all the wealth
in the offset area and pull the OCD pooling code and
t hen wal k through kind of that developnent. | do
think it paints a little bit of a different story than
the one Cimarex put forward regarding the Wl fcanp as
a primary target in the area.

Deci dedly, the Wl fcanp has been targeted
far nmore than Cimarex asserts with -- since 2018, 40
percent of the wells targeting the Wil fcanp. | do
think there are a nunber of reasons this is happening.
Differences in landing and incorrectly identified
wells. But the main takeaway is that the Wil fcanp is
a real target, and it is decidedly appraised and
i ncl uded with devel opnent.

Again, there are differences in | andings,

but | do think that it's inportant when you don't have
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your own direct devel opnment, and you're relying on
of fset devel opnent, that it is crucially inportant
t hat we understand what is going on on the offset
wel | s.

Q M. Fechtel, if you would explain how it was
that you identified whether the wells were in the
VWl fcanp or not in the portion of this exhibit on the
right.

A This is by OCD producing pool .

Q What does this next exhibit show?

A These are the wells in the Wol fcanp by OCD
produci ng pool in the same kind of AO presented by
Cimarex. We don't need to spend a ton of tine on
this. There are two columms to focus on, though. W
have the produci ng pool and then we have the C marex
formation.

So again, that Cmarex formation canme from
Exhi bit D24. And where you see an EA -- N A Pardon
me. Means that it was not present in the exhibit.

Q Okay. So | ooks like maybe approximately 10
percent of the wells in the Wolfcanp in the AO were
not identified in Cmarex's anal ysis?

A It would probably be nore than 10 percent,
but | haven't counted.

Q Ckay. Sone nunmber anyway of the wells were
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not included, identified --

A Sorry.

Q Say that agai n.

A Sorry. Go ahead.

Q Ckay. Just sonme nunber of wells were
actually included in the Wl fcanp but were not
i ncluded in C marex's assessnent?

A Yes, sSir.

Q Tell nme. VWhat does this next slide show?

A Right. So | think let's start in the mddle
right of the slide. This is just a locator map. So
these wells are pretty far away fromthe area of
i nterest here. But | have included them because they
were part of Exhibit D24 where Cimarex lists the wells
that were used as part of their study.

The top left here. [|'ve just pulled the
directions in for these wells in this kind of subset
and colored them by the identified producing zone
provi ded by Cimarex. Again, you know, we're
getting -- we're com ng out of the basenment right
here. Landings are challenging. | fully expect that.

But a few things do junmp out, particularly
when we're tal king about third bone sand wells that
are in the sane unit and have greater than 450 feet of

TBD separation. And they're also where we have
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Wbl fcamp wells that are, you know, shall ower than the
third Bone Spring wells. If anything, it just

hi ghlights that there are sone peculiarities with how
t hese wells have been | anded and how t hey' ve been

identified in these exhibits and as part of the study.

On the bottomthen, |'ve done the sane
well -- 1"ve actually added one well that wasn't in
the last. It's in pink. | probably should' ve chosen

alittle bit different color. But it's a well --
we -- we landed in the Harkey. And then the -- the
rest of the wells. You can see there's a |arge subset
that | believe are actually second Bone Spring wells.
Again, they're pretty far away. | don't

think they're a huge portion of this discussion other
than to say that when we're doing kind of deep studies
on the appropriate devel opnment of an area, it's
| nportant to understand what other people are doing,
what they're targeting, and what wells are being
drill ed.

Q And tell nme this next exhibit. Wat does it
show?

A Yes, sir. This is just for a succinct
picture, a full picture. These are the sane wells,
but they're actual well names and APlIs. And again,

sanme -- the identified formati on and then the
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formation -- so this is not the OCD pool. You know,
this will all be Bone Spring, just as the third bones
were. This will be what | believe they are.

Q Al right. Next slide. Tell ne what this
shows. And what is it responding to?

A So this is -- you know, we in our original
exhibits did not include the Apache black and tan's
beyond date cursory note on them primarily because
we -- we really didn't think they were anal ogs or
going to be an inportant part of the discussion.

Ci marex has spent quite a bit of tine, |
believe, in M. Behnms direct testinony and in the
cross-exam nation just before lunch there -- this was
wel | covered. But the black and tans have been
identified as the only one devel opnent plan within the
entire AO, simlar to the plan Perm an Resources is
proposing for its Joker and Bane wel |l s.

And it's the Apache drill black and tans.

We do not believe that these are an appropriate anal og
for what we are proposing for a nunmber of reasons.
Three key ones listed on the left. The geol ogy. Not
anal ogous, as M. Rankin touched on in
Cross-exam nati on.

The Wbl fcanmp itself has a -- a phi height or

a porosity height of 43 percent less than in the --
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the units -- the Bane and Joker units that we're
tal ki ng about today. The density is also extrenely

different. You know, approximately 37 percent

different in the density. | think probably nost
i mportant in all this -- and we'll touch on this as we
go through the next handful of slides -- is the

sequenci ng.

You know, before we flip to the next one, |
believe core to M. Behm s assertion that the Wl fcanp
does not add any reserves is the fact that when Apache
cane back in below the third Bone Spring wells, the
overall reserves as he has them forecasted did not
I ncrease, as indication that whatever reserves
actually existed there were already being drained by
the third bone in the inclusion of Wolfcanp wells a
year and a half later or 19 nonths later. Did nothing
to -- to increase production, because that had al ready
been captured. | do not think that is appropriate,
but we will get that for the next few slides.

Q Great. Okay. Explain your analysis of
M. Behm s discussions around the black and tan
production in this slide.

A Awesonme. So we're going to step back a
little bit and tal k about the fundanentals in

enpirical forecasting. So you know, the kind of bread
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and butter forecasting reservoir engineering is
decline group analysis. And inplicit in decline group
anal ysis, you are -- you are taking history or
production that you already have, and you are
forecasting a trend to that.

And exactly as you're highlighting there, we
have the left. The top-left quadrant is -- this is
just synthetic data. This isn't real or related to
bl ack and tan. But we have production data, and we
fit a curve to it.

And then, we're assumi ng that that curve has
di agnostic ability to forecast out to the future what
that well -- those wells would' ve done. W can see
then the bottom plot when we add that data. That's
exactly what happened. And this is really core.

Right. This is the idea that what see in the past can
predict the future.

If we nove over to the right side of the
page, | ooking at the analysis of the black and tans.

I n, you know, bubble one then, we see the third Bone
Spring only conposite forecast or conposite wel

production that's being forecasted.

And then, you know, noving to slide -- or to
bullet two there on the right, we can see the -- you
know, the -- the inplication is that that forecast
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with the third bones w thout the WIfcanps woul d' ve

done and the delta between that and the actual

producti ons. The damage caused by the third bones.
I'd like to highlight that this is not a bad

approach. Right. This is -- this is pretty core.

You -- you forecast out what sonething woul d ve done,
and then when a change happens, you -- you can
attribute, you know, the cause to -- then that's a

reasonabl e under st andi ng of val ue creation, value
destruction. | do have issue with the way that this
I's being used. And sone violations of core
assunpti ons of this.

If we nove to slide seven. So you know, on
the left side of that -- that black line, as M. Behm
hi ghlighted in the cross-exam nation, that is the kind
of -- where the Wbl fcanps were devel oped bef or ehand.
And in his direct testinony, you know, he's explicitly
saying that the forecast is fit through May of 2019.
And so that's right before that red forecast m ssed
that |'ve added in starts. But this is well before
the Wl fcanps were -- were fracked.

And so sonehow, our third Bone Springs were
changed. And -- and the forecast we've created --

M. Behmis created has |lost the ability to predict.

And this is well before the Wl fcanps were fracked.
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| -- you know, | don't think it was direct, but sone
of the -- sone of the redirect earlier -- sone of the
exam nation of M. Behmdid highlight -- you know,
there was a frac offset.

And then, you know, there's sonething el se
that coul d' ve been going on. Perhaps the well heads
had to be replaced so that a walking rig could dril
t he Wbl fcanps and the sanme pads. And it -- it doesn't
matter, actually. The whole concept with enpirical
forecasting is that you have a trend that you can fit,
and you can forecast that out.

And once you | ose that trend, you need to
have another trend to fit before you know that it's
valid. And this is actually sonething that -- I'm
going to refer to sone literature real quick. So this
is fromsite petroleum engineering. This is the
gol den rul e of decline group analysis. 1'll read
just -- it's a quick little paragraph.

But the basic assunmption in this procedure
i s that whatever causes controlled the trend of a
curve in the past wwll continue to govern its trend in
the future in a unifornmed manner. Fitting a line for
the performance history and assum ng the sane trend
will continue in the future fornms the basis of DCA

It is inportant to note here that in the absence of
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stabilized production trends, technique cannot be
expected to give reliable results.

So thisis -- this is a very, very
fundanental piece of this. |It's actually one of the
core constraints proposed by ARPs in the 40s. But
this means that even if it wasn't the frac, even if it
was just change in operational conditions, it is
conpletely technically invalid to use a trend that was
bef ore operational conditions or constraints were
create or happened and forecast out in tine.

Now, in reality, what | believe is
happening -- I'I|l step back briefly. | can't say that
it wasn't operational changes. It wasn't change in
well heads. This is public data. But again, it
doesn't matter. It violates a core tenant and core
assunmption of this analysis. But coincidental to --
to the mss on the forecast was a -- frac. The little
bear 2H.

And so you know, this has conme up earlier in
cross that -- that Cimarex believes this is actually a
Wbl fcamp well. You know, this is producing into the
Bone Spring pool. Either way, at Bone Spring, in ny
opi nion, well offset was conpleted. It did inpact the
ot her wells.

We have not seen a stabilized trend to
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forecast. And we have no technical ability to
deconvol ute the inpact of the offset well, the inpact
of changi ng operational conditions, and the inpact of
the Wol fcanp wel |l s being conpl et ed.

Now, one thing that isn't called out here
that we hadn't originally intended to fully dive
into -- but upon cross, one thing that would be
hel pful for everyone -- what | think M. Behmis
t al ki ng about when he says that, you know, the
Wol fcanp wells canme in under the third Bone Springs.

The third Bone Springs got a | ot worse, and
what ever wells -- whatever performance increase the
third Bones saw -- |I'msorry. The Wl fcanps saw was
just robbing fromthe third Bones. And the idea being
that we didn't create any -- you know, Apache didn't
create any SRV by adding -- you know, SRV being
stinmul ated rock vol une.

So this is the -- the rock that you break
down and then drain where they -- you know,
unconventional hydraulic fracturing. So the idea
bei ng here that no SRV -- additional SRV was created
by the addition of these -- these wells. And then,
that is a sign that the third Bone Springs were
al ready adequately draining it, and so the Wl fcanps

cane in, and they're just touching the sane rock.
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| think there's a little nuance here, and
it's actually -- | don't think that wong, but | think
it's pretty wong in a way that isn't fully
appreciated here. And so we'll be getting on that a
little bit as we go through. | think the next slide
hi ghl i ghts sone of that as well, and | think M. Behm
al so highlighted that.

While it isn't called out in any of the
original testinony, it looked like it's the sane third
Bone Spring wells that are producing -- it actually is
one fewer wells. One well was |lost during this and
has since been abandoned. And of the Apache third
Bone Spring wells. So I -- | hit that kind of
quickly. But if -- if we go to the next slide, I|"]I
try to sl ow down a bit.

Q M. Fechtel, just real quick. You guys
assigned little bear to the Bone Spring pool. How do
you have confidence that that's in the Bone Spring and

not the Wbl fcanp, just so | understand?

A Correct. Yeah. And we'll start with -- it
Is in the Bone Spring pool. W'IIl start with where
it's landed. But nore than anything -- we'll hear

fromlra here in a bit. But Ira was the geol ogy
manager that managed the teamthat drilled this wel

and actually many of the wells in the area here.
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And -- and has -- he can speak a | ot better to the --
the landings there. So it'll take a bit of the nuance
out of whose grid is correct. But this was started in
the third Bone Spring.

Q Next slide. Wat does this show? And
explain howthis fits into your analysis.

A Yeah. So we'll start at the top left here.
And what we're seeing in the top left -- this is
actually fromthe HF2S2. You know, that does get a

| ot of screen tine in Cimarex's testinony, so we are

reaching out to it a fewtines as well. And you know,
that is 43.7 mles away, | believe | recalled it.
But -- but there are -- it's a fascinating study. And

you know, a lot was done. A lot of really awesone
| ear ni ngs.

And there's certainly pieces that we can
take away fromthis by it being very far away and --
and very different play. And so this particular
screenshot. This is kind of mcro-seismc colored by
the density of mcro-seismc events. So this is where
ki nd of rock is being broken down. W're |ooking down
the well bores. So -- soit's alittle hard to make
out, especially with M. Rankin changi ng everyt hi ng.

So we're | ooking down the well bores.

And -- and you're seeing kind of on the left side
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then -- these are the sane well bores on the left and
the same well bores on the right. But we're |ooking
at it at a different portion of the lateral. On the
| eft side, there's no parent well next toit. And
then on -- on the right side, there is a parent well

t hat has caused parent depletion. But we see that --
we see several things.

First off, you know, we see kind of broad
coverage up and down. But we also see that on the
|l eft side, we're -- we're kind of well-contained. And
then on the right side, we see that the -- there's
ki nd of strong bias. W actually see fractures
growi ng towards the depletion. And this is a -- a
pretty fundanental piece of unconventi onal
devel opnent .

This is why co-devel opment is so absolutely
| nportant. It's because when you create depletion,
your fracture's biased towards that. And what can
happen -- you have the first -- you know, fractures
start growing preferentially towards depletion. And
the first fracture that interacts with a depleted zone
starts taking all the fluid. And fromthat point
forward, you're breaking down no new rock, so no new
SRV i s created.

Not because that SRV had al ready been broken
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down by sonething el se necessarily. Because you
created no net pressure by tying it to a depleted zone
with your first fracture. And this -- this we can see
In the black and tans; right? Black and tans were --
wer e devel oped bel ow existing wells, below dense third
bone devel opnent that had already depleted the third
bone | argely. And as soon as you put wells --

Q But you nove on, | just want to nake sure.
Because | want to make sure we understand exactly what
this inset shows and how it relates to the two sides
of this depiction. So | want to make sure it's clear.
WIIl you just nake sure --

A If you zoomin, it mght help.

Q Yeah. 1'll do that. | want to nake sure
it's clear what the inset shows in relation to where
it says north and south and how -- how these -- |
think you said these were existing offsetting | aws.
How that infornms this -- this other depiction here in
the south. | want to make sure that's captured.

A Right. So you see in the mddle there,
there's a there well pad that is -- they're -- you
know, they're longer laterals. And so we're actually
| ooki ng down those well bores. And then on the north
side, if you ook to the right of them to the east,

there would be no parent well.
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On the south side of it, if you look to the
side, there would've been existing parent wells. And
So we're seeing the mcro-seisnc as they exist when
there's not a parent well on the side called north,
and then on the other side, the south side, where
there was a parent well. And we see very different
fracture grow h.

And then, we see -- you know, you see white
space in between too. Right. Wile there may be
| ar ger coverage, there's lots of stuff |eft behind.
That's because these fractures were influenced to grow
el sewhere. They reached out el sewhere very quickly.
And then, as soon as they encountered kind of | ow
pressure zones, they started taking all the fluid in
that direction. They stopped breaki ng down any new
rock.

Q Ckay. So just explain again. You were
tal ki ng about SRV and the difference -- and just
explain so | understand. \Where you don't have
exi sting wells and when you do have existing wells,

the difference in SRV vol unme.

A And there are tines that it's nmuch nore --
much nore dramatic than this. Right. But -- but SRV
IS -- can be correlate with m cro-seismc. There's

sonme conplexities. But what we're seeing here is an
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exanpl e of where SRV is -- is not being created and
not being created with the sane magni tude, the sane
conplexity, where there is depletion.

Because the depletion itself is biasing the
fractures towards it. And as that's happening, you're
not breaki ng down new rock el sewhere. Sone rocks
bei ng broken down as the fractures grow out. But as
soon as they start interacting with -- with the
| ow- pressure -- you | ose your net pressure. You |ose
your ability to break down new rock.

Q Expl ain how that plays into your analysis in

this slide with the black and tan.

A Yeah. So black and tans -- Apache cane in
under existing well bores, and then they -- they
fracked the Wolfcanp there. As -- as Cinmarex asserts,

you know, fracks grow up. They grow up into the

depl eted zone, and they -- those well bores took all
the fluid and to the point where you can see |ost wel
bores.

We have an abandoned 302H on the right
there. And we see lots of issues produced in these
wells thereafter. Now, this could ve been takeaway.
It could ve been operational issues. But the
assertion that the black and tans -- the Wl fcanp

devel opnent didn't create any new SRV may wel | be
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correct, but that's because they all went into the
third bound because there was depletion there, not

because the Wl fcanp and third bone are i nconpatible

t oget her.
Q On the operational side, explain nore about
the 302 and what happened here. | nmean, explain --

| ooks |i ke sonmething happened to this red well. |
want to understand nore about --

A Yes, sir. So the red well then is the 302H.
It's the well that is ultinmtely abandoned. And when
it's first -- you know, we see it -- we see it drop
the first tinme. And thisis -- this is, you know,
coincidental in time with the black and tan 2H
conpl eti on.

We do see kind of typical frac response that

M. Behmidentifies. You know, elevated water ratios
bei ng depressed or raised being chief anong them And
then we all -- you know, we see it struggle to

recover. And then ultimately, it stops producing

altogether. And -- and that is when, you know, the
bl ack and tan conpletion -- the Wolfcanp conpl etion
happens.

From that point forward, you know, | think
around the next year, around -- the only -- the nonths
t hat coul d' ve been produced by each well, |ess than
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hal f of those nonths do any of the wells produce
hydr ocar bon.

So there's nore nuance to saying that -- oh.
The third bone's conpletely stopped produci ng, and
t hen the Wol fcanps took all the oil. The third bone
st opped producing, but it may've been 'cause you
punped a bunch of sand and water into themor you --

sonet hi ng was going on. Again, public data. W don't

know.

What we do know is that Apache had abandoned
the well. That's in the ODC filing. But I -- 1 think
that they're -- it's -- it's alittle cavalier to say

that it's just because it was the sanme reservoir
that's now being drained by the Wl fcanps. The
Wbl f canps thensel ves are terrible, but they're
terrible because they didn't break down any rock.

Q Just so | don't forget. | want to make sure
you cover this. But explain how the sequencing that
you propose will avoid sonme of those problens. | just
want to make sure that's clear.

A Yeah. It's -- it's pretty unconmon to
co-devel op wells together and then i medi ately have to
abandon one of those wells because you fracked into
it. Co-devel oping reduces the risk to the well bores.

You're not going to frack it yourself wth your next
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set of wells if you did themall together.

So that's -- that is, you know, one key
reason that you wouldn't see this if you co-devel oped.
But there are also a | ot of advantages to
co-devel opnent that -- beyond just the |ist of well
bores. You can see themon that in the -- in the
m cro-seismc stuff fromHFTS to the top there. You
know, the -- if we just focus on -- you know,
there's -- there's layers of kind of science they were
doing in this.

Again, very -- very cool study. But this
one in particular, they were -- they were testing
sequenci ng of well bores to see if they could -- if
t hey could, you know, change fracture growth. If you
| ook at the -- you know, we'll focus on non-parent
depl eti on piece and focus on the far left well bore
that's -- that cloud is one. Right. That's a -- a
much small -- that's a much smaller event cloud.

Right. The mcro-seismc event right there
were -- were far |less than the other ones. And then
W th successive conpletions, we're creating nore
fractures. And -- and really, additional wells
co-devel oped have the ability to increase that
pressure, increase conplexity, and to increase the

amount of rock that you're breaking down.
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That's one reason that, you know,

this, you'll see lots and | ots of evidence that

co-devel oped Wbl fcanp and third bone -- even in the XY

third bone up in -- in this area, are creating

additional SRV. And -- and that |eads to increased
reserves. |t leads to increased, cash flow, and --
and mneral checks to -- to folks that own in both

formati ons.

Q Anyt hing nore on this exhibit,

A | think I'"ve beaten this one up pretty

t hor oughl vy.

Q Next one. What does this show? Explain how

your SRV comments play into this.

A Well, 1'd actually like to junp to 11, if

that's possi bl e.

Q OCh. Sorry. Thank you. Yeah.

A Oh. You're good. That's ny order that |
gave you. So we're going to -- we're going to step

into -- you know, | believe M. Behm wal ked t hrough

this with everyone here a little bit ago.

just going to highlight a few different pieces froma
few different exhibits. And -- and so |'ve tried to

kind of identify where these are comng from The top

left is Exhibit D9.

And in this, M. Behmis -- is kind of

M.

t hr oughout

Fechtel ?

But |'m
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hi ghl i ghting the EUR that, you know, these Wl fcanp
well's had by his own forecasts. And so he's saying
that that -- you know, these Wolfcanmp wells -- five
were drilled. And they have a total EUR of 890 NVO.
So you know, between the five wells then at 890 NVO
that's 178 NVO per well.

And each of these wells -- | nean, the
average well length is about 4600 feet. And so we
can, you know, surmse fromthis that the average EUR
as forecasted by Cimarex is 38.5 barrels per foot.
And you know, that's -- that's an interesting
benchmar k, especially as we nove to Exhibit D11.

In D11, M. Behm provided a sensitivity,

which is great engineering practice. But a

sensitivity around what will we have to see for this
to have been a good decision. And -- and he cones
to -- we would' ve needed to see -- you know, he has

sensitivities. There are a couple different, you

know, benchmarks. But in -- in kind of the worst case
for the argunent we're making -- you see a 40 percent
performance increase in these -- in these Wl fcanps
for this to have been a -- a good decision. Kind
of -- 1 -- 1 think rel ated.

But up top, we see also the -- the phi

hei ght cal cul ati ons between the bl ack and tans and
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also the -- you know, the Joker and Bane units or the
Loosey Goosey, M ghty Pheasant units. There's lots of
di scussion to be had around if phi height actually
correlates with -- with production.

But if we followthe -- the kind of l|ogic
train as set out by Cimarex, then this is a 43 percent
i ncrease in phi height in the Wbl fcanp agai n agai nst
t he 40 percent needed -- performance increase needed
for the Wil fcanps to have been accrued for at | east
neutral on PV10 bases.

You know, but Cimarex isn't fully relying on
t he black and tan devel opnent to -- for their
assessnent in the third bone and -- and Wl fcanp in
favor of the third bone, at least. And so Exhibit
D12 -- you know, we'll spend nore tinme on this exhibit
here in alittle bit. But in Exhibit D12, C nmarex has

provided the EUR of their |one Wil fcanp test in the

ar ea.

And so that EUR there is listed at 837 MBO
at -- at 9500 feet. So you know, that cones to 85
barrels per foot, which -- which is well above the --

the 54 barrels per foot that has been | aid out as what
has been necessary for the Wl fcanp to have been a
viable project. So | -- | do believe by this |ogic,

the -- the Wil fcanmp woul d be highly econom c.
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But again, that's not entirety of Cimarex's
argument. They have argued very clearly that the
Wl fcanmp is -- is a poor reservoir. |Its economc -- |
think at one point, financial -- financially ruinous
was used. But they're also saying that the Wl fcanp
has the ability to danmage the third bone.

And third bone being a better -- a better
well or a better target by Exhibit D12 is what you
want to protect. So if you're going to damage the
better target in favor of a -- you know, slightly
i nferior, although highly economc target, that --
that could be a problemif you were to be forbi dden
fromdrilling other mnerals there.

So we nove up back to slide nine. Sorry for
the out of order. We'll see -- okay. Fortunately,
the parry test did have sone other nuance to it.
There was existing third bone offset. It's fast and
operated well. It's not Cimarex's well. It had been
on for a few years prior to the parry 224H being
drilled, so |l -- | would argue that the parry itself
wasn't even a standal one test.

There was still a -- you know, a parti al
child test there. But you know, if -- if the parry
224H is going to be absolutely destructive to the

pal oma 214H, which was the existing third bone, this
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shoul d be sonewhere we can see that. And -- and you
know, far from destroying the existing third bone, we
do see material performance inprovenent fromthat
third bone.

Third bone rises from-- you know, prior to
the offset, 180 barrels a day. It looks like it's
probably shut in for a while there. And then, you
know, it cones to 245 barrels a day. And -- and you
know, the scale on the X axis can be a little
m sl eading. This is sustained uplift for, you know,
by ny eye, nearly a year. So this is -- this is rea
uplift.

Q Anything further on this slide, M. Fechtel?

A No, sir. | don't think so.

Q Explain to us -- we touched on this a little
bit in cross with M. Behm But is there anything
further to comment on on this slide regarding fracture
nodel i ng?

A | -- | don't believe there's a ton to go
into here. | -- | -- you know, you covered it
thoroughly. But | wll just highlight what's going on
for the broader audience. On the |left are -- are
M. Behml s assertions of -- of what the -- you know,
fractures nust | ook |ike.

| -- 1 do think he's -- he's kind of
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nodi fied that in cross. They should look a little bit
di fferent. But there is the assertion that these --

you know, this |earning and this understandi ng should

be derived fromthe HFTS2. And as -- again -- lIra
wll be up next.

But it's -- lines were 43.7 mles away. And
in -- you know, it's different geology, but it is --

there are, you know, really great pieces to take out
of this. So we have the sanme mcro-seismc piece
there kind of showi ng upward and downward growth
that -- don't really -- don't -- you know, it's --
it's still a different area, but it just -- | don't
see howit translates to Exhibit D1
And then we have, you know, from the sanme

DOE project -- we have another kind of exanple there
where they show upward and downward growth in the --
you know, stage by stage. So again, different area.
But again, don't see the translation to Exhibit D10,
which | think is admttedly a cartoon.

Q So are we skipping up to slide 12? |Is that

correct?

A Yes, sir. And so these are -- yeah. These
are just in response to sonme of the -- the slides
that -- that Cimarex put out there. | -- 1 did want

to highlight that | think this approach is a little
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bit msleading. And so this slide is one anongst
many. And this is Exhibit D14 on the -- |I'm | ooking
at the top left there. Thank you for highlighting

t hat .

This slide is -- is one of -- of several
that is attenpting to kind of denonstrate project
recoveries, and project being the devel opnment of the
third bone in the Wl fcanp. And -- and you know,
what's being inplied here is that, you know, there are
devel opments that -- with the Wolfcanp in the third
bone that -- that don't -- you know, they | ook bad.
But they can split apart.

It's -- if the devel opnment is done together,
why -- why are we splitting themapart? Even if they
are done at different tines, it is the total project.
It is kind of core to the argunment bei ng made here.

So you know, there's a couple things to highlight.

First is, you have the Delos on top that are
in yellow. They have not broken out. The -- it
doesn't appear that the Wl fcanp is broken out here
that has a single Wil fcanp and then five third bones.
And it is, you know, at |east through 1500 days the --
the strongest pad. And then, we have the -- the
VWl f canp devel opnents for black and tan. The bl ack

and tan devel opnent broken out.
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Little barriers being identified as -- as
all third bone, all Wl fcanmp. You know, believe
they're third bone, but | believe they're a deeper

Wol fcanp target. And then, so on the right then,

we -- |'ve attenpted to reproduce this. And
unfortunately for everyone viewing this, | did not use
the same colors. It's alittle bit -- little bit
conf usi ng.

But -- but you know, the big takeaway
here -- the marine wells, the black and tans, they
are -- you know, now that the Wl fcanp has been added

to -- you know, and the Wolfcanp and the third bone
bl ack and tans are the sanme curve. W do see that
this is a kind of higher perform ng or higher
produci ng project.

That doesn't necessarily nean econonics are
hi gher or anything else, but it does pretty damingly
push back on the assertion that -- that adding wells
does not add any barrels. And even with the four
sequencing here. It's -- it's a very different plot
when -- when viewed as a conbi nati on.

Q What's your next slideshow? What are you

tal ki ng about here?

A Yes, sir. So this is in the same thread.
Agai n, Exhibit D16 on the left. | -- 1 do think this
Page 154

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

Is a pretty cool way of view ng things, just to be

clear. This is not in the overall approach that I
have a problemwith. It's just in the way it's being
used and -- and the way it can potentially be

m sl eadi ng.

So you know, there are a few things here.

One. And unfortunately, | just kind of did

t he sane

thing to try to replicate stuff, but you know, we're

breaki ng out the Batman. We're breaking out, you

know, both sides of them separately. But |

ke,

they're only half sections. W're |ooking at ful

section there. That -- that may not be -- that may

not be, you know, correct. The cul m nation

and nont hly.

of daily

Like, | -- you know, we provided daily data

instead of rolling it to nonthly to match al

other wells. You know, just the daily data

| the

was used.

And if you had enough data, that wouldn't be an issue.

But there's only a little bit of data, so you're

getting a nonth and a half. And so you're -- you're
not seeing the actual decline trends in the sane
manner that you're seeing the other ones.

You're seeing -- they look materially
steeper, but that -- again, that's only because you're
not seeing the data, you know, over the full nonth as
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the nont hs have been transferred into the days in the
other -- the other one. And then, | think kind of

nost egregious is the separation of the Wl fcanps from
the -- fromthe third bones.

Again, | have no doubt that com ng and
devel oping the Wl fcanp below the third bones is a
horrible idea. It denpbnstrates it clearly the
Wol fcanps did not do well. But this is in support of
the assertion that that very clearly didn't add any
barrels or anything else. If you actually look at it
at project level with these all done together, that --
t hat claim doesn't actually work.

And so we see on the right there then the
black line now So the tan |ines disappeared, and
it's being added to the black line. And -- and so we
see, you know, that we were producing at a higher rate
with higher "cume" for the black and tans. And again,
i ke, we are not proposing the black and tans. Apache
did a horrible job of those wells. But this assertion
of black and tans say that four Bone Springs wells
only is the only way to go is -- is -- just doesn't
track.

And then on econom cs, Cinmarex's argunents
or -- or testinony feature heavy in econonm cs. You

know, this is the sane plot in the left there that --
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that we had in the original hearing statenment. |

beli eve that was brought up for under -- under

M. Behm's, you know, testinmony. And -- and so this
I's grouped by the total devel opnent then. So we have
two third bones with the one Wil fcanp and the -- and
t he bl ue.

And so those are the co-devel opnent tests
that we -- we executed in Batman. And then red would
be the two standal one third bone wells. You know,
this is updated to, you know, partially nore recent
data or -- but 125,000 barrels delta between the two
projects after 67 days. These are early forecasts.
But these strongly suggest increased SRV, increased
EUR, increased economcs at -- you know, along with
massi vely increased early tine performance to the tune
of 125,000 barrels, 367 days.

Q M. Fechtel, at the start of your testinony,
you tal ked about stinmulated rock volunme, SRV. And you
explained to us a little bit about how the -- the
i nportance of sequencing in order to maxi m ze your
SRV. And where sequencing is not done correctly, as |
understood you to say -- in the black and tan, you're
not maxi m zing your SRV in new rock.

And then the fractures are preferentially

growi ng into already degraded rock, so you're not
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stinulating, you know, new undevel oped rock. Is that
a fair recap of your testinony initially?

A Yes, sir. And -- and what we're |ooking at
here then is | -- | think a -- a strong indication
that we are accessing new rock. W are seeing
I ncreased performance. W are seeing nore
contribution for nore rock with added targets. And --
and | think this should nmake sense.

Q Now, you mamy have heard this too when
M. Behmwas testifying. He talked a little bit about
acceleration. And you can tell me if I'mwong. But
my inpression is he's saying that by |anding nore
wells, nore density, that while you may be increasing
your |IP, your initial production, and show ng a
faster, you know, accelerated production out of a
unit, ultimately, you're not really touchi ng any
addi tional rock or getting increnmental reserves out of
it.

And | guess | just wanted to make sure |
under st and what your view is on whether, you know,
you' re proposing to sinply accel erate producti on out
of your proposed units or whether you're actually
going to be devel opi ng and touchi ng new rock.

A Yeah. | -- so this is another -- another

nmonent that | think it makes sense to step back a tiny
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bit. So M. Behmdid have a -- a few kind of back and
forths with his counsel regarding in PV10, so -- and
ki nd of the assertion -- you know, the question was,
Is that a good netric? Absolutely. Yeah.

You know, depends -- different counties use
different nmetrics, but in PV, it's net present val ue.
So it takes into account the tinme val ue of noney.
Right. In PV10, uses a 10 percent discount rate. And
inmplicit in any sort of tinme value noney analysis is
that a dollar today is worth nore than a doll ar
tonorrow. |Is worth nore than a dollar after that.

And so to touch on acceleration first,
acceleration on its own right can have val ue. Now,
that doesn't nean it's -- it's always good at all.
Right. You don't overcapitalize just to -- to get
barrels. But acceleration can have val ue.

That being said, | do not think that's
what's happening here. | think we are absolutely
touching nore rock, and -- and that is going to
translate into increased financials, increased
production, and -- and |less waste. And -- and the
waste |'mtal ki ng about here is not over cancell ati on,
but it's | eaving reserves behind.

Q On this point, M. Fechtel, were you present

for Exam ner Garcia's questions to M. Behn?
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A | was.

Q Did you hear M. Garcia ask M. Behm about
the Division's concerns about |eaving reserves behind
I n the Wbl fcanp?

A | did. Yes, sir.

Q Can you explain to us a little bit about how
what you just said and about your assessnent of
sequenci ng here -- true co-devel opnent so that you're
properly sequencing third Bone Spring drilling and
stinmulation with the Wil fcanp XY drilling and
stinmulation -- will, in your opinion, result in a
greater recovery of reserves in the Wl fcanp and nore
effectively and efficiently drain Wil fcanp conpared to

what Cimarex i s proposing.

A Yeah. So | -- | share sone of your
confusi on around what -- what exactly Cinmarex is
proposing. But it -- it does -- it does seemlike

either the Wolfcanp will never be drilled, in which
case by everything we are seeing, we wll be
|l eaving -- we will less SRV and | ess rock being
drained than if the Wl fcanp had been devel oped wth
it.

O they're planning on com ng back | ater and
devel oping the Wbl fcanmp, in which case they will have

a very hard time in -- in breaking down new rock with
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depl eti on above them when admttedly they don't see a

frac baffle there. | think fair to say a pretty core
part of their argunent. And wi thout -- w thout that
frac baffle, they're going to have a -- a chall enge,
believe, in -- in properly stimulating the Wl fcanp at

a later date.

So both of those are -- are wasted, |
believe, in -- in kind of in line of -- of
M. Garcia's questions. But there's also -- there's

al so other forns of waste tied into this and the
various options -- options and proposals that've been

t hrown around over the last four weeks, including a

prohibitive drilling zone and -- and the |ike.

Q Now, | just want to kind of in sunmary get
your kind of -- | want you to try to sort of
encapsulate -- | think what a core issue here is in
t hese conpeting cases is -- you know, obviously,

Ci marex has got a proposal to drill into the Bone
Springs.

And they're going to conplete only in the
Bone Springs. And Perm an, on the other hand, has got
a proposal to drill and develop in both pools and
formations, including co-devel opnent between the basil
third Bone Spring sands and the XY sands inmmedi ately

under neat h.
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| would like -- you know, if you could, just
explain to us and examiners how it's inportant in this
context, this geology where we are, the quality of the
Wol fcanmp that we have and the quality of the third
Bone Spring. Wy is it critical for these to be
co-devel oped and be coordi nated through sequencing and
conpletion? So | want to make sure that's understood.
And |1'd like for you just to touch on that in sunmary.

A Il -- 1 wll start with saying that we share
Cimarex's enthusiasmfor the third Bone Spring. Third
Bone Spring is awesonme. And we whol eheartedly
di sagree that the third Bone Spring is awesone at the
excl usion of the Wil fcanp. Wl fcanp is a high-quality
target with a ot of resource in place, a |ot of
thickness. And Ira will get into all of that. W are
very excited about the Wolfcanp for all our -- our
science to date.

But what we have seen -- and the entire
reason that we've taken the approach that we've taken
to date with a science-based thoughtful and nethodi cal
devel opnent in Batman offset -- which will continue
t hrough our other units and the next few nonths -- is
that we do not think that the Wolfcanp in third Bone
Spring has been adequately and properly tested in

co-devel opnent in this area.

Page 162

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

And we think that |ooking at all the offset
well's through 2010 is -- is msleading and -- and
m sgui ded. And we do think that relying on that is an
extrenmely risky approach to where you're left with --
wth just two options. Right. You nake crate through
Bone Spring wells and forever wite off the Wl fcanp,
the upper Wbl fcanp in particular. O you repeat the
bl ack and tans.

That -- that you conme back in under existing
depl etion without a frac baffle, and you stinulate the
Wbl f canp. But you don't break down the Wbl fcanp. You
fracture straight into the third Bone Spring existing
wel |l bores. You damage your existing well bores, and
you break down no new rock in the Wl fcanp.

This is a Wl fcanp that is a tier 1 target.
It's extrenely productive. |It's been targeted all
over the place. But to adequately do it with a third
Bone Spring, they have to be done together. In doing
so, SRV and total source is actually touched --
appears everything that we're seeing to increase.

Q And on that basis -- | just want to
understand. You had urged the Division to approve
your application because they' re going to be done in a
coordi nated fashi on?

A Absol utely. And obviously, a big portion of
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this is the -- is the different ownership between them
and the nyriad of concerns that that creates. | --

| ayman, not a lawer. But | see a pretty clean renedy
for that. Let's develop themtogether and -- and all
make a | ot of noney here.

Q Any ot her comments you want to neke,

M. Fechtel, in response to any of Cimarex's
engi neering statenents or testinony?

A No, sir. | think there was a couple nore
slides. W can go through if you'd |ike or -- no.
"Il look at it. Yeah. This is -- this is just --
this was just a few days ago. Cane from Cotera's
earni ngs presentation. And -- and you know, of note
here, they do highlight a prolific Wil fcanp play in
the earnings call -- and that does, you know, appear
to align with the way we think about the world, which
s -- which is awesone.

There is a disconnect between whoever's
maki ng these slides and whoever's pl anni ng
devel opnent. And you know, so we -- |ooking at the
next slide -- before we turn to it, though, | think

It's got sone air tinme already. Just the callout that

Lea County includes. $1400 per foot or -- or close to
thirteen and a half mllion dollar per well cost.
| think the -- the voice over to that is
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apart from Cimarex. That's because they have a 1-mle
wells. You know, this is -- the slide does say that
this is a 9700 foot average lateral |ength, but

we'll -- we'll trust Cimarex that all those wells are
not in Lea County.

Next slide, please. Yeah. And this is just
to nake sure we're not just taking nmy word at face
value. This is the prolific Wil fcanp outline from
Cimarex's earnings presentation and then the exhibit
map fromtheir testinony kind of nmerged together. And
again, this is the same area that the Wl fcanm woul d
be financially running it -- was to devel op.

Q That was everything. |s that correct,
M. Fechtel ?
A I think so.
MR. RANKIN: At this time, Mudane
Hearing O ficer, | would nove the adm ssion of
Exhibit Kto the record.
THE HEARI NG EXAM NER:  All right. 1"l
pause for a nonment to ask for objections to the
adm ssion of Exhibit K
MR. ZI MSKY: Hearing Exam ner, we don't
have an objection to Exhibit K. But | do have a point
of order regardi ng whether our witnesses will be able

to testify regarding these rebuttal exhibits.
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THE HEARI NG EXAM NER: That was ny
under st andi ng from our di scussion yesterday or the day
before. Yes.

M. Rankin, you renenber that as well?

MR. RANKIN: | renmenber that
di scussion, and |, you know, maintain ny objection to
it. And | want to make sure that we conplete our case
bef ore any sort of rebuttal is provided. | wll say
that -- we address this separately. But nuch of what
was in Exhibit K was covered by M. Zinsky's
exam nation of M. Behm So | guess, you know, |
reserve the opportunity to continue to have a
di scussion about it at the end of our case.

THE HEARI NG EXAM NER: Right. All
right.

So, M. Zinsky, as far as |I'm
concerned, you will have a turn when M. Rankin is
done with his case to raise what you'd like to raise.
And if M. Rankin has an objection at that point, ']
address it. But | don't think any door is closed
here. And | know it was a little confusing to put out
some of the rebuttal but not all of the rebuttal
dependi ng on what exhibit it related to. But let's
keep goi ng.

So Exhibit Kis admtted. WAs that
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al |,

M.

exam nati on by counsel and the division.

much, M.

M.

gquesti ons.

BY MR Z| MSKY:

M. Rankin?

(Exhibit K was marked for

i dentification and received into

evi dence.)

MR. RANKIN: No further questions of
Fechtel. And | will tender the witness for

Fechtel based on his testinony?

Q

Zi msky.

guestions for you. You agree that there is
di sagreenent over whether sonme of the wells are

Wbl fcanmp or third spring; correct?

A Yes, sir. It appears that way.
Q And you based yours on OCD records?
A Well, we did that in order to circunmvent
sone di sagreenent in that these -- these are
Page 167
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hopefully -- these are the pooling codes. These are
what the OCD is using. W do also -- go ahead.

Q No. Go ahead.

A No. That's -- OCDis -- especially in the
original slide -- is the OCD pooling codes.

Q And relying on type logs and grids. Wbuld
that be a better way to actually determ ne the |anding
zone for particular wells as opposed to what is
reported by the operator?

A They -- they both have their -- their place.

Q And so you agree that if Cimarex is |ooking
at type logs and grids, that's a valid way to
determ ne the | andi ng zone?

A That's absolutely a valid way to determ ne
what they believe |anding zone is to be.

Q Thank you. Assumng that all the wells that
you say are Wolfcanp that Cinmarex said are third
spring -- those are still flat devel opnments for the
nost part, other than tan and black. |In other words,
they' re not stacked with a Bone Spring and a Wl f canp?
Do you understand the question?

A I think so. You're saying that irregardless
if the OCD call themone thing, that Cinmarex calls
themthe other. |It's a noot point, because they're

all wells that are close to each ot her.
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Q Correct. And there's no stacking between --
a co-devel opnent situation other than like in -- and a

coupl e ot hers?

A Yeah. | disagree with the kind of broad
assertion. | think there are a nunber of wells that
are -- that are -- you know, in units that have both.

And | think there are a nunber of wells that are
omtted altogether that are also with the -- but by
and large, | -- | agree that a | ot of devel opnent in
the area has not included both the third bone and the
Wl f canp.

Q Ckay. And going to slide K6.

A |'"ve got to |log back in real quick. Sorry.

Q K6.

A Slide 6, Exhibit K

Q Yes. And let ne get it up there. Okay. Do
you see it?

A Yes, sir.

Q Okay. So on the left, you said sonething

about synthetic -- | forget exactly how you terned it.
A Yes, sir. It's a synthesized right side.
But that -- nmy -- ny point -- like, this is actual
wel |l data, but it's -- it's not the black and tans.
And this is -- this is a mxed audience. Wnted to

step back a bit about forecasting.
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Q And so it's synthetic. Does that have
anything to do with the black and tan?

A Has to do with the -- the fundanental s of
forecasting and how -- how we forecast.

Q Ckay. And tying that back into the Batnan
where you only have 60 days now of data. | nean, if
you rely on these fundanentals of enpirical
forecasting, wouldn't it be prudent to not nake any
types of conclusions on the | ong-term production from
the Batman well unit until you got onto the decline
curve?

A There are many fornms of -- of analysis. And
this is -- thisis early tinme data, but it's extrenely
encour agi ng.

Q It's encouraging. But you would have a
hi gher | evel of confidence with a | onger interval
production; correct?

A O course. I'msorry. |It's maybe a mc
| ssue. Yes, sir.

Q And the Batman well -- you heard M. Behms
testi nony about the fact that this hasn't been fully
devel oped. There's only, | guess, five wells in that
section, so it m ght be producing nore than what it
m ght otherwise do in a fully devel opnment scenari o?

Do you agree with his testinony?
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A | think the question was -- did | hear it?
| -- I did hear his testinmony. And then, his -- his
point was -- well -- but you didn't fully devel op.
And | agree. We did not. W -- we were taking a
t hought ful and net hodi cal approach. This was the
first test in which we included one Wl fcanp wel
novi ng next door. And adding Wbl fcanmp wells because
of this test. W are extrenely excited.

Q Ckay. So you're excited. Now, if the OCD
grants your application, are you going to be drilling
these -- you said you're going to co-develop. So
let's just focus on the third sand and the Wbl f canp.
Are you going to co-develop both the Joker and Bane at
the same tine?

A W -- we intend to co-devel op the Wl fcanp
and the third Bone Spring.

Q And both the Joker and Bane, so in other
wor ds - -

A Go ahead.

Q Okay. | apologize. | don't nean to
I nterrupt you. But are you going to drill the eight
third sand wells and the eight Wil fcanp wells all at
the same tine?

A That will be dependent upon when we get our

orders back and we get our permts back and if we have
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the rig ability and are further enough along in the
delineation test to go do both all at once. At

m ni mrum one section will be co-devel oped between the
third bone and Wl fcanmp A.

Q But that's dependent upon the data you're
getting from Bat man?

A Bat man and the continuation of that test
t hr ough Robi n.

Q So it's possible that you may deci de, based
upon that data, to change your plan and maybe | ust
drill four Bone Springs or maybe just drill four
Wol fcamp wel | s?

A Il would -- | would find either of those two
scenari os extrenely unlikely. But absolutely. It's
possi ble that we continue to learn and it's not four
and four.

Q And if you try to do eight and eight, are
you going to have any takeaway problens or
i nfrastructure problens as far as conpleting sixteen
wel I s at once?

A So sixteen wells at once is not new to

Perm an Resources, but | have also not fully sat down

with our -- our marketing team partially because we
don't have -- we don't have any orders or idea when
our permts will be. It's -- it's hard to plan
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details |ike that.

Q And so it's also hard to plan the details of
just doing the Joker four and four w thout know ng the
t akeaway and the m dstreant is that correct?

A No, sir. We've -- we've had new t akeway
m dstream i ssues beyond the very early tinme fl owback

when our mdstream partner did not get there in tine.

That's water only for a few days. |I'msorry. You
said Joker. | thought you said Batnman.
Q No. | was tal king about Joker Bane. Thanks

for that point. Mybe | nm sspoke. But based upon
| ssues about takeaway infrastructure, other production
| ssues, infrastructure issues, are you certain at this

time that you can do the four and four in Joker?

A So |l -- | amnot the person that can have
the certainty here as a -- as a reservoir engineer.
W will not be -- we will not be drilling beyond our

ability to take away production. W have a great
team and | have all the confidence in the world that
we will have takeaway fully for any nunber of wells.

Q But sitting here today, you can't testify to
that; correct?

A | can't testify as to when we will be able
to go drill, owing to the contested hearing here.

Q Ckay. We get a decision next week. Being a
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little facetious. But you get a decision pretty soon,
and Ci marex decides not to appeal. Wuld you be ready

at that point to co-develop the eight wells in Joker?

A If this wasn't a hypothetical, then we
would -- we would circle up with all the appropriate
teans and -- and the machine would kick in, and we

woul d make sure we had everything in place. But |
can't speak to random hypot heti cal s.

Q And you said that Perm an Resources has
drilled, conpleted 16 wells at one tinme?

A Yes, sir. So we -- we bring themon wth

slight staggers in timng. But |arge devel opnents

|i ke that are -- are not entirely unique.

Q Can you give us an exanple?

A That we are -- we are fracking a 15-well pad
ri ght now.

Q And where is that?
A That would be in -- in our Lockridge area.

It's in Ward County.

Q I n which county?

A Ward County.

Q And what's the project called?

A It's the Aberdeen and Wi ki ki .

Q Any ot her conpletions with that many -- any

ot her devel opnent that you' re conpleting that many

Page 174

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

wells at t

A

ot her devel opnents. | can't give you the exact

nunber, but between thirteen and ei ghteen.

Q
A

Q
A

a cadence

date. How many wells ultimtely cone on at the sane

tine is --
Q
screen?

A

> O >» O > O

which we r

Q
A

M. Behmis plot here. Attenpting to.

Q

he sanme tine?

W -- yes, sir. W've had -- we've had

Thirteen and ei ghteen wells at one tinme?
Yes, sir.

Go ahead.

Yeah. Again, these are hypotheticals around

in -- in Batnan Robin in the future, unknown

is again part of this hypothetical.

Look at K12. Can you see that on your

Yes, sir.

And do you see where ny cursor is circling?
Yeah.

Is that the Lea North wells?

Yes, sir.

And you have three wells there; right?

Yes, sir. W got the eastern npbst one,
eal i zed today.

And that would be the --

| -- I couldn't tell you. Reproducing

That would be the Lea North 3 fed com 001H
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wel | ?

A | believe so. | -- it's one of the Lea 3
fed cons.

Q And that well adds 1,000,000 barrels on the
2-m |l e basis, approximtely 1,000,000 barrels in a
2-mle basis. So you know, | understand this is
probably accidental. It wasn't intentional to | eave
that out. Not saying it is. |'mjust saying that
that would increase -- now, I'"'mnot really good wth
colors here. 1Is this those three Lea Norths?

A Yes, sir.

Q So if you added 1,000,000 barrels -- you
added that one well, that would kick this up pretty
significantly.

A It would bring up some. But again, the
point of this plot is that the black and tans change
substantially. The adding the Lea federal will not
i ncrease the black and tans --

Q And so I"'mgoing with the slide 11. And the
D12. The parry.

A Yes, sir.

Q Now, this is an edge well with no offset
boundari es as described by M. Behm Do you agree
with that?

A No of fset boundaries in the Wl fcanp. Yes,
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sir. | agree.

Q And so using the EUR for this well, isn't
that kind of an inflated nunber, since it is an edge
well and there's no conpetition?

A If I'"mnot m staken, | believe the assertion
Cimarex is making is that the devel opment of the
Wl f canp is uneconom c.

Q Yes, but the --

A This appears to be a very econom ¢ Wl fcanp
wel | .

Q Yes. Because it's an edge well with no
conpetition; agreed?

A That is certainly helping. |'msure. But
you woul d have to be a lot worse than this well to be
uneconom ¢ by M. Behm s math.

Q But this was in a full devel opment with four
sand Bone Springs and four Wl fcamp wells. The EUR
woul d be -- the economcs of it would be somewhat | ess
profitable. Wuld you agree?

A It's difficult to say | ess powerful, but
certainly the -- the possibility that it -- it's worse
because of conpetition exists.

Q And did you hear M. Behm s testinony about
the issues with the Batman well at eight days?

A [ did.
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Q And do you have any coment upon that?

A We were subpoenaed and supplied all of our
data, including all of the choke data. | -- | believe
that the -- pointing to that and addi ng a question
mark is -- is a false flag. You know, we -- within

t hat subpoena are plenty of email correspondence

guestioning the rates ourselves and nultiple responses
regardi ng people going out and -- and checking neters.
And fromall the informati on we have, these neters are
correct. But early data always | ooks funky. | agree.

Q And | ooking at slide 9, the pal oma 214H.

A Yes, sir.

Q Isn't the decline there materially different
fromthe parry wells?

A Yes, sir. Are you saying does the decline
of -- which well?

Q The pal onna.

A So the -- the orange third bone. 1Is it
different than the parry wells being the blue one and
the red one?

Q Correct.

A It is -- it is -- 1 really can't infer if
that decline is different than the blue parry third
bone.

Q And the slide 14. The Batman. There's five
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wells there; correct?
Yes.

In that one secti on.

A

Q

A Yes, sir.
Q Why haven't you drilled the eight wells?
A

You' re asking why we haven't drilled eight

wel | s?

Q Yeah.

A Based on the very encouraging data fromthe
Bat man.

Q Yes.

A Bat man was our original appraisal, which is

giving us the data to increase density.

Q And so that data may end up show ng that a
four or five well per section is better than what
you're actually planning for the Joker and for the
Bane; correct?

Yes, sir.

Now, going to slide 13.

> O >

That's 15.

Q Ch. Fifteen. Yeah. |It's, | guess, slide
13 fromthe earnings presentation. And you would
agree this is like a high-level outline?

A Absol ut el y.

Q And there's a difference between the
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Wbl fcamp within -- where they say it's prolific.
There's different producing stratigraphic levels in
the Wbl fcanp such as the sand, which is where, |

guess, you're |l anding your Joker and Bane wells;

correct?
A Joker and Bane wells are currently planned
with the XY.

Q Yes. And so then there's the shale directly

bel ow that:; correct?

A Yes, sir.

Q So because you heard the testinony that
Ci marex believes that the Bone Spring -- their third
sand wells will be draining efficiently the Wl fcanp,

the XY sand. So | think your testinony was about why
aren't they drilling in the Wil fcanp or the subject
| ands. And they are drilling -- going to be producing
fromthe Wil fcanp wells; correct?

A That -- that is what they are cl ai m ng.
Yes, sir.

Q Now, do you think your Bone Spring third
sand wells are going to be drying fromthe Wl fcanp,
t he XY sand?

A | think there will Iikely be m xing between
the XY and the third bone sand.

Q And that sane goes with your Wl fcam wells.
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It will get the XY and also the third sand; correct?

A The -- both wells developed in the third
bone sand and wells developed in the XY will share --
have sonme resource fromeither formation.

Q Is that affecting the correlative rights of
people that own different percentages in the third
sand vis-a-vis the XY Wl fcanmp?

A Bel i eve so.

Q Now, going back to slide 9. The decline in
the paloma. That occurred -- that was pretty parity

for its conpletion; is that correct?

A ' munsure as what you're asking.
Q The decline in the paloma. Do you see this
180 -- there was this decline here; right? The orange

is the pal omn?

A There is a sporadic piece of data right
there. One of many | see in that same well.

Q And then after the 4H was conpleted -- and
here's the 4H. There was a decline in the pal om.
It's materially different than what it was before,
‘cause it's all the way down here. And it went back

up to here; is that correct?

A "'mhaving a little bit of trouble
fol |l ow ng.
Q For two years, it's kind of flat. There's
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some decline. And then after this, the decline is

much steeper. Wuld you agree with that? 1In the

pal oma.
A It's -- it's difficult to -- to see that in
this plot. But when you produce nore oil, you're

generally going to decline nore.

MR. ZIMSKY: | believe that's all the
questions | have. Thank you, M. Fechtel. Appreciate
it.

THE HEARI NG EXAM NER: Thank you,

M. Zinmsky. Sorry. Can you hear ne? Thank you. Are
t here any other parties who have questions of this
witness? No. All right.

M. Rankin, do you have any follow up?

MR. RANKIN:. | do. | just want to
re-share nmy screen here real fast, 'cause we just
ended on this topic, and I just want to nake sure |
understand and the nature of the record is clear.

REDI RECT EXAM NATI ON
BY MR, RANKI N:
Q M. Fechtel, do you see ny screen up here?

We' re showi ng again your Exhibit K, slide 9.

A Yes, sir.
Q Do you recall M. Behm-- | think there was
sonme di scussion about -- there definitely was.
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Cimarex's position is that the third Bone Spring basil
sand and the XY sand are all one tank. That's
Cimarex's position; right?

A | believe so. One of -- one of nmany
posi tions.

Q And so the paloma 214H, as you said -- it
was a preexisting well; right? So tell nme. Was the
fact that the parry was drilled subsequently -- does
that make it a -- how does that affect the sequencing?
You know, sounds |like that would be a del ayed
devel opnent, not a -- explain how that m ght i npact
the paloma in ternms of the sequencing.

A At mninmum the -- the parry 224H is not
a -- a standalone. You know, it's also not fully
del ayed, since it's only partially bound. But
certainly, it is after the Paloma 214H and -- and
could interact with the -- the 214H.

Q Expl ai n what you nean by partially bound.
How does that affect the assessnment of the production
here anong these wel | s?

A The -- partially bound versus fully bound is
just that there's only, you know, one paloma 214H.

Then another on the other side would' ve been a little,

you know, nore fully bound. But yes. The -- the
pal oma was drilled before the 214H and -- and the
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parry was -- was devel oped subsequent to that, and
that's the uplift in the production.

Q Expl ai n how true co-devel opnent m ght've
made a difference in terns of SRVS in the --

A Right. So it's tough to -- it's tough to --
| can't, you know, speak to the conpletion, you know,
of the pal oma 24H and everything that went on there.
But you know, devel oping the parry afterwards does,
you know, pose risk to the 214H  Fortunately, it
wor ked out for this.

And you know, it's our -- it's our position
t hat devel opi ng t hem toget her would've -- woul d' ve
been a far better proposition. Wuld ve, you know,
undoubtedly -- you know, some of the energy in the
parry 224H went to the paloma's network for its
depl etion area. 1In this case, it got better.

It may' ve been that there was an inefficient
simul ation on the paloma. And so grow ng towards that
fracture network actually hel ped the pal oma. But |
think if these had been done together with a nodern
design, they both woul d've benefitted.

MR. RANKIN: No further questions.
THE W TNESS: Thank you, sir.

MR. RANKIN. Are you there, Felicia?
THE HEARI NG EXAM NER: |'mright here.
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Can you hear me?

MR. RANKIN. We can now.

THE HEARI NG EXAM NER:  Ckay. Sorry. |
keep hitting nute, and it doesn't unnute. And it goes
to speaker, and it does weird stuff. |I'msorry.

So if M. Rankin is done, M. Garci a,
do you have questions of M. Fechtel?

MR. GARCIA: | do have a few.

THE HEARI NG EXAM NER:  All right.

Thank you.
CROSS- EXAM NATI ON

BY MR GARCI A:

Q Good afternoon, M. Fechtel. |Is that how
you say it?

A It is. John Fechtel.

Q Bear with ne, because | will probably say it
wrong a few tines.

A You will not be the first today.

Q Qui ck question. How did you determ ne the
spacing vertically and horizontally for design of the
Wol f canp and Bone Springs, |ower Bone Springs wells in

particul ar?

A So as far as horizontally -- right. | nean,
four wells per sectionis -- is comon in, you know,
I ndi vidual targets here. It also -- it -- you know,
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by nature of the OCD rules -- right. Four wells per
section is sonewhat encouraged w thout having to get
t hrough a bunch nore.

And then as far as interval targeting, we do
think that near well bore rock matters. And so we
have -- we have | anded both of these wells in -- in
what we view to be the optinmal |anding zone.

Q Al right. And earlier | had asked Ci nmarex,
you know, concerns about preventing waste, which OCD
can be defined as reservoirs left in place or
unnecessary cost. And do you think there's any
unnecessary cost with the four wells at Bone Springs
and four wells in Wl fcanp?

A So | think that -- that our approach is
designed to mnimze that. Had we gone out and done
four and four imediately w thout any kind of
scientific process, then that woul d' ve been a far
greater risk. W have started with four wells in the
third bone and one bone in the XY. W are collecting
a ton of data and are spending a | ot of nobney to
continue this.

We will spend several hundred mllion

dollars in units just over the lease line by the tine

we get to the Joker and Bane to -- to namke sure
that -- that we ground truthed all of our assunptions.
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And -- and so | think in terns of capital

waste, we are equally -- equally eager not to waste
capital and to do things prudently. "lncentivize" |
guess is probably the -- the appropriate word. So --
so no, sir. | -- 1 don't think that our approach

Is -- is kind of wasteful in ternms of capital.

And | think that the | anguage that --
M. Macha will testify about we are requesting a
change in pooling order to make sure that -- that our
t hought ful, nethodi cal approach to permtting and
devel opnent is not overly burdensone to working at

your centers. Also ensures that.

Q Did you guys eval uate any ot her designs
like -- I knowit's not too comopn. | guess |'m just
curi ous because of the relatively thin -- such as like

a 2-by-2 wine rack pattern. Two in Bone Spring, Two
I n Wol fcanp. Just due to the near vertical ness of

these two far wall s.

A Yes. So you know, if -- that certainly
could be a possibility. Right now, we -- we kind
of -- we like where this is, and we were encour aged
about kind of -- like, you know, the belief or the
assertion that the four well section is -- is optimal.

| -- I don't think it's fully founded in the

offsets. We do see other pads. Even sone rigs, how
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it's Delo wells, which are -- despite inefficient
devel opnent, original two well pad and four wells

| ater -- they're very strong wells at -- at six wells
per section.

So |l think if -- if four wells per section
were optimal, two wells in the third bone and two in
the Wbl fcanp makes a | ot nore sense, especially wth
regard to correlative rights. But we -- we have not
arrived at the position that we think that four wells
I's optimal.

Q Okay. Do you have any concerns with the
current design of taking "frackets" integrity casing
undoi ng previous frac?

A We think that the co-devel opnent is the --
by far the best method we have of -- of protecting
integrity of our well bores.

Q Assum ng you guys will drill the bone
springs at Wl fcanp together, do you plan on zipper
fracketing the Wl fcanp and Bone Springs together, or
wll they be fracked by formation or?

A So they'll be -- they'll be zippered in the
sense that all of themw || be conpleting at the sane
time. But -- but we do sequence within conpletions
fromtime to tine. And usually, that was not

di scretely done within this pad.

Page 188

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

But it is -- it's definitely sonething that
we -- we ook at. And -- and often, we'll try to get
ahead, especially in the third bone. And I think that
w il be sonmething we're focused on within the next --
next occupation of our devel opment plan.

MR. GARCIA: | believe overall, that's
all ny questions for now. Thank you.
THE HEARI NG EXAM NER:  All right. Is
t here any reason not to excuse M. Fechtel?
MR. GARCIA: [|I'mgoing to see if Hailee
has any questions, M. Felicia.
THE HEARI NG EXAM NER: Oh. Thank you.
M5. THOMSPON: | don't have questions.
THE HEARI NG EXAM NER:  Sorry?
M5. THOWSON: | have no questi ons.
THE HEARI NG EXAM NER: Yes. Thank you,

Ms. Thonmpson. All right. Is it tinme for a 15-mnute
break? Al right. W'Il see you in 15 m nutes.
Thank you.

(OFf the record.)

THE HEARI NG EXAM NER: Thank you. And,
M. Rankin, if you're ready to call in the next
w t ness, please.

MR. RANKIN. Thank you, Madane Heari ng

Oficer. W'IIl call our next witness. And again,
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goi ng out of order to make sure we get our w tnesses
in line here. W're calling M. Ira Bradford.

THE HEARI NG EXAM NER:  All right.
Thank you.

M. Bradford, would you pl ease raise
your right hand.
VHEREUPON,

| RA BRADFORD,

call ed as a witness and having been first duly sworn
to tell the truth, the whole truth, and not hi ng but
the truth, was exam ned and testified as foll ows:

THE HEARI NG EXAM NER: Thank you. Your
voice is nice and strong there.

And go ahead, M. Rankin.

MR. RANKI N. Thank you.

DI RECT EXAM NATI ON

BY MR, RANKI N:

Q M. Bradford, will you please state your
full name for the record. And for the benefit of the
court reporter, spell your |ast nane.

A My full name is Ira Andrew Bradford. And ny
| ast nane is B-R-A-D-F-O R-D.

Q By whom are you enpl oyed and in what
capacity?

A ' m enpl oyed by Perm an Resources as a
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seni or staff geol ogi st.

Q Have you previously testified before the
Di vi sion and had your credentials as an expert in
petrol eum geol ogy accepted as a matter of record?

A | have.

Q At this tinme, have you conducted a study of
the geology of the lands in the subject area at issue
I n these conpeting cases?

A | have.

MR. RANKIN: At this tinme, Mdane
Exam ner, | would nove M. Bradford and re-tender him
as an expert in petrol eum geol ogy.

THE HEARI NG EXAM NER: All right. Let
me pause for a nonent to ask if there are any
obj ections. Sorry?

MR. SAVAGE: No objections.

THE HEARI NG EXAM NER:  Thank you.

MR. RANKI N:. Thank you.
BY MR, RANKI N:

Q M. Bradford, did you prepare a
self-affirnmed statenent of your testinony in these
contested matters?

A | did.

Q And is that nmarked as Exhibit E that was
filed back on July 14th with the Division?
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A Yes, sir.

Q And did you al so prepare sone slides or
exhibits that go along with your testinony?

A Yes.

Q And were those marked as Exhibit E1 through

A Yes, sir.

Q Did you have any additions or changes,
nodi fications to either your testinony or any of your
exhi bits that you presented previously? | mssed that
one.

A Oh. | said -- | said no.

MR. RANKIN:. Ckay. Madanme Exam ner, at
this time, I would then nove the adm ssion of Exhibit
E with the attachnents E1 through E29.

THE HEARI NG EXAM NER: Thank you. Let
me pause a nonent to ask for objections.

MR. SAVAGE: No objection.

THE HEARI NG EXAM NER:  Thank you. The
exhibits are adm tted.

(Exhibit E was marked for

I dentification and received into

evi dence.)

/1
BY MR, RANKI N:
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Q M. Bradford, in addition to your direct
testinmony and the exhibits you prepared in association
with your direct testinony, have you now al so had a
chance to review Ci marex's updated geol ogy and
testinmony in the exhibits and testinony that they
provi ded | ast week?

A | have.

Q And did you prepare yourself sone additional
slides and sone testinony and rebuttal to certain
aspects of that testinony?

A Yes, | did.

Q Were those marked as rebuttal Exhibit J?

A Yes.

Q At this time, I wll ask you -- I'mgoing to
pull them up so everyone can see. And |I'mgoing to do
it in such a way as we can hopefully enjoy a bigger
view. M. Bradford, if you would, |I've got here on
the screen -- hopefully, you can see it. Exhibit J.

And we have filed these with the Division
and circulated to all parties. |If you would just
expl ain what this exhibit shows and explain what it's
responding to in Cimarex's counter-devel opnment plan
t esti nony.
A Thank you, Adam So this slide | put

together to help kind of further dive into the geol ogy
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in this area to show sonme of the nuances and ki nd of
where | think the oil charges -- and maybe hel p shed
sone |light on why Perm an Resources is |leaning into
doing this third Bone Spring Wl fcanp XY stagger
co-devel opnent pl an.

The rebuttal exhibit -- you know, Cotera has
been insinuating or in their exhibits saying that the
third Bone Spring is a primary hydrocarbon tank
provi di ng hydrocarbons to the well bores drilled in
this area.

And they nmde repeated statenents that --
especially in the pre-hearing statenents that the
Wol fcamp XY is a poor quality reservoir with m ni num
reserves. | -- | tend to disagree with that
interpretation. Let nme kind of wal k everyone here
t hrough why using this slide right here.

| want to take a mnute to start just to
talk for one m nute about phi height maps. | think
phi hei ght nmaps are great. | use them nyself
extensively when |'m prospecting a mappi ng. But there
are sonme nuances with those maps that you have to
understand to properly interpret what they're trying
to tell you.

They really only show storage capacity in

geologic units. And | think as we have heard in
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various other testinonies, they do not typically
account for what is in the pours. Wether to fill
with oil or filled with water. And we need to do nore
I n-depth analysis to understand kind of where -- where
water and oil are concentrated in these different

formati ons.

| also think -- you know, |ike porosity
hei ght map is -- you know, the second part of it is
height. | do think it's slightly m sl eadi ng when you

are show ng maps where one map has a height that is

way greater than the other map. | think it's -- it's
not -- it tends to nake one |l ook really good and the
ot her not |look really good, and that's -- and that's

nore based off of that H part. Not really if there's
good oil or good -- or good reservoir in -- in the
ot her reservoir unit.

It is ny personal interpretation fromthe
data that we have collected and | have interpreted
that the three Bone Spring basil in Wl fcanp XY are
the primary hydrocarbon tanks in this system And
this is based off the production results we saw in the
Bat man and the | og and core data we collected in these
zones fromthe Batman pil ot hole, which we're going to
share with the comm ssion here today.

So if you direct your attention to the
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ri ght-hand side -- or the left-hand side. |'msorry.
The | eft-hand side of the slide here. W have the
Batman fed 132H pilot hole. This is a triple conbo
pil ot hole that we collected fromthe -- fromthe
Batman fed 132H. And it's focused in on kind of the
area of interest here. The third Bone Spring. The --
and the upper part of the Wl fcanp.

And | have -- and just 'cause -- it |ooks
like |I forgot to |abel the tracks. The first |eftnost
track is gamma ray, followed by depth, foll owed by
resistivity, followed by porosity. | would also like
to point out the rotary side well core plugs that we
took are marked as the little red boxes on the left
edge of the resistivity track. | annotated sone of
the different formations and units I'mgoing to talk
about today on the slide in here.

So |l -- | kind of broke in the third bone
spring into two different units. The third Bone
Spring upper, which is the upper 210 feet of the third
Bone Spring. And then the third Bone Spring basil
| ow, which is kind of the bottom 70 feet of the -- of
the third Bone Spring right above the Wl fcanp top.

And this is -- and this is like, usually
pi cked off of that higher gamma ray marker. Slightly

| ower porosity marker you see. That -- that is fairly
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reasonably correl atabl e throughout kind of northern
Lea County. The -- and this is also the -- IiKke,
primary third Bone Spring target that is targeted when
the third Bone Spring is prospective.

| have also flagged it with a red star so
that it's easy to see as we nove from spot to spot
whi ch one correlates back to this interval. Bel ow
that, | have the Wbl fcanp XY highlighted in purple
with the X sand and Y sand | oads there. And then, |
have a top there segregated in the Wl fcanmp XY out
fromthe Wl fcanp A shale below it.

| do want to point out that in these areas,
the third Bone Spring basil and the Wl fcanp XY are
very simlar in thickness within about 10 feet of each
other. And then just to hit on the Wl fcanp A shale,
based on the core data we've taken, in -- in ny
experience working the Wol fcanp in Lea County, this is
a high-quality organic resource rock that is nost
| i kely the primary hydrocarbon source for the XY and
third bone spring in this area.

So if we nove to the center exhibit here
that's in kind of the green box, it says rotary side
wal |, core porosity, and water saturation. On the
| eft-hand side, | have a -- a graph that has porosity

on the left and saturations on the right for the core
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points that we took. ©On the saturations, just note
that the red dots are oil and the blue dots are water
saturations values that were neasured directly from
t he core sanpl es.

And on the left-hand side -- or on the
right-hand side, | have a table with just sone average
or -- value ranges just to make this easier to
understand. So if you |look at the -- start talking
about the porosity in these zones. |If you |ook at the
porosity in all of these zones, it's all very simlar
porosity range.

The third Bone Spring basil is slightly
hi gher porosity. Maybe -- maybe one to -- maybe one
porosity unit greater than the upper third or Wl fcanp
XY. And that's -- that's kind of a given. But wth
the Wbl fcanp ranging from®6.5 to 8.2 percent porosity,
it's still, in my opinion, a high-quality reservoir
unit on par with the third Bone Spring basil.

As we | ook at the saturations, | think this
is where the data is really nost interesting. So |ike
| said, if you | ook at the blue dots, those are --

t hey nmeasure water saturations. And the red dots are
the neasured oil saturations. So you can see, |ike,
the average SWvalue in the third Bone Spring basi

and Wol fcanp XY is very simlar comng in.
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The average was |like, 42 to 44 percent water
saturation. And imedi ately as we get above that
mar ker bed in -- that separates out the basil fromthe
upper, we see divergence in the saturations where the
oil saturations drop down. So the oil saturations in
the other two units are averaging 20 to 30 percent.

And then as they -- as we go up in the third
bone, oil saturation is dropped down to 10 percent and
bel ow, and the water saturations junp up to 60-ish
percent plus. What this is telling me is that -- is
the primary hydrocarbon tanks in this area is the
Wol fcanmp XY in the third Bone Spring basil. That is
where the lion's share of the oil is stored in this
hydr ocar bon system

There is sonme oil stored in the upper third
Bone Spring, but it's going to be a nore m nor
contributor to the overall production of the wells

than fromthe third Bone Spring basil in the Wl fcanp

XY. In ny interpretation -- this is -- this is driven
mainly by proximty to source rock. | think npost of
the oil is comng fromthe Wl fcanp shale.

It is a mature hydrocarbon generative rock,
and it pushes oil up into the Wil fcanp XY and third
bone basil, which cause themto have a hi gher oi

saturation and better oil charge than the upper third
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Bone Spring.

M. Behmtestified that there probably is
sone mgration laterally from deeper in the basin. |
don't disagree with that. But | think when you have
hi gh-quality, organic, rich source rock sitting right
bel ow the reservoir intervals, that is probably where
nost of the oil is being sourced fromin these units.

Al right. So going to the final part of
this slide, which are the maps on the right-hand side.
Goi ng back into phi height here. So I have a third
Bone Spring basil and a Wol fcanmp XY phi height. And |
t hink going into phi height here is good, because
l"m-- I"mnormalizing out the H pours.

And these are about the sane thickness, so
we're really just |looking at the overall relative
reservoir quality of these two different intervals
across the subject area of the hearing. You can see
the third Bone Spring basil is -- has very w despread,
hi gh-quality rock across this whol e area.

| -- really think that's probably one of the
main drivers between the historic targeting of the
third Bone Spring to the east and to the southeast of
here. But when we | ook at the Wl fcanp XY, we see
that there is a pretty significant accunul ati on of

hi gh-quality reservoir rock in the Batmn Robin Bane
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Joker area.

And it's this uplift in rock being al nost
the same -- sane phi height values as the basil third
Bone Spring, which nakes nme think that this is a sweet
spot in the XY. This area, you can definitely handle
nore -- we can definitely drill nore wells and export
that reservoir in a nore neaningful way than it's been
exported in other parts of this area and nmake highly
economic wells for Perm an Resources.

You know, | think this slide denonstrates
t hat Perm an Resources has taken a thoughtful
del i neati on and appraisal approach in this area where
we have acquired 3D seismc -- we drilled a pilot hole
to -- conplete with core data. And have successfully
executed a direct anal ogous co-devel opnent test in the
Batman that is perform ng our proposed devel opnent
pl an on this acreage.

Q Anyt hi ng additional on this particular
slide, M. Bradford?

A | think I covered nost of it. [It's a lot
for one slide. Yes.

Q | don't have anything. | don't think you
m ssed anything. So |I'mgoing to nove to the next
one. Tell me about this slide, and explain just if

you would, how it relates to what we've been
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di scussing as far as that HFTS2 proj ect.

A Sure. This slide is really -- it was really
just to kind of give sone like -- a high-1Ievel
perspective of where HFTS2 was | ocated, what wells
were targeted, and -- and kind of the differences in
t he petrol eum system between the Joker Bane area and
where the study was conducted down in Texas. It is
43.7 mles to the south of our Joker Bane | ocati on.

| think the HFTS has a lot of really cool
data in it that can really help us -- we can take and
extrapol ate and hel p i nform our understandi ng of
what's going on on the subsurface when we frac a well.
But at the sanme tine, it's -- you know, the -- the
play style and hydrocarbon down there is -- is very
different than what's going on in the Joker Bane area.
So | have the Joker Bane as a red dot on the map and
the HFTS2 | ocation as a blue dot on the map.

So | just kind of nade a quick slide up here
or a quick conparison over on the other side with --
on the top, we have the red dot, which is the Joker
Bane, show ng the Joker proposed devel opnent by
Perm an Resources. Showing that. W are targeting
the Wol fcanp XY. W are targeting the third Bone
Spring basil | ow.

And then the other target is going up
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t hrough the system The other -- the other capture
bel ow t he bl ue dot was taken directly fromthe HFTS
final report on the DOE website. And it shows that --
and it's really just neant to show t hat when you get
that far down south in the basin, the Wlfcam A
shal es take over as the primary targets for Wl fcanp
devel opnent.

There was -- there was a Y -- a Wlfcanmp Y
and Wl fcanp X well. Wlfcanp Y as a direct part of
the project and then an offset Wl fcanp X well that
was a parent well to the project. But third Bone
Spring is not typically exploited down there. The
"certigraphy" is simlar, but the hydrocarbon system
in the third Bone Spring is typically fairly wet in
that area, which is why it's not commonly targeted as
part of it.

That's -- that was really the main point of
this slide, was just to kind of give sonme perspective
on the fact that -- you know, |ike, there's a | ot of
cool stuff we can take out of this study to help
I nform our decisions that we're nmaki ng and nodel s t hat
we m ght be doing in house. But using it as a direct

anal og of what's going on in Joker Bane is probably

not 100 percent accurate. | can't hear you, Adam
Q That's because |'m on nute. M. Bradford, |
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do want to ask one question, only because it cane up
substantially in Ms. Mieller's testinony. And | think
you nostly addressed it here, but only tangentially.

| just kind of want you to address it head on.

Ms. Miueller testified that essentially,
because there's no frac baffle or barrier between the
basil third bone sand in Wl fcanp XY that it's -- in
their view, it's deened to be one tank and can be
drained by -- or can be accessed by a single or flat
wel | devel opnment. | guess if you would, just explain
i n your opinion why a staggered or w ne rack
devel opnent here is appropriate.

A Ckay. |1'd be happy to. So | don't disagree
with the statenent that third Bone Spring wells are
going to tap in access reserves in the Wl fcanmp XY.

t hi nk based off of the |local geol ogy, a four well per
section third Bone Spring single bench test isn't
going to adequately drain the reserves that are
present in the Wolfcanp XY in this area.

Because of the increase in -- in storage
capacity and -- and the fact that it is a charged,
hi gh porosity hydrocarbon bearing unit, it needs nore
wells to adequately produce the reserves that are
present here.

Q I know you're not an engi neer, but those
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additional wells are not going to be just accelerating
recovery?

A No. It's ny belief that we will be tapping
into additional reserves in the Wl fcam XY and
possibly in the -- the Wl fcanp shale as well.

Q Thank you, Bradford.

MR. RANKIN: At this tine, Mdane
Exam ner, | would nmove the adm ssion of rebuttal
Exhi bit J.

THE HEARI NG EXAM NER: |'I| pause for a
noment to see if there are objections. Exhibit Jis
admtted. Wat?

MR. SAVAGE: |'m sorry, Madane
Exam ner. Yeah. W don't have an objection, but |
just wanted to reiterate that we would |ike to be able
to talk to our expert witnesses in regarding to these
exhi bits.

THE HEARI NG EXAM NER: Ckay. All
right. M. Rankin, Exhibit J is admtted.

(Exhibit J was marked for

i dentification and received into

evi dence.)

MR. RANKIN: Thank you. No further
guestions. And | will offer M. Bradford for

questioni ng by counsel and the Division.
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THE HEARI NG EXAM NER: Thank you.
M. Savage, do you have questions of M. Bradford?

MR. SAVAGE: | do have a few questions.
And bear with ne a little bit. Since our expert
W t nesses have not been able to address these, at this
point, | will do ny best to ask the questions on the
rebuttal. But | also want to go to the original
testinmony and talk about that a little bit as well.

CROSS- EXAM NATI ON

BY MR, SAVAGE:

Q So, M. Bradford, you talked a little bit
about that you do agree with Ms. Mieller that there is
substantial communi cati on between the third Bone
Spring and the upper Wbl fcanp; is that correct?

A Yes.

Q And it sounded to nme |ike you agreed that
there is no frac baffles between the third Bone Spring
and the upper Wl fcanmp?

A That is correct.

Q So there's no evidence that there are frac
baffles in between the two?

A No.

Q Okay. And yet you seemto suggest that
there is some difference between that. You do seemto

suggest that there is sone distinction that affects
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production or affects the pay?

A Coul d you clarify the question for ne?
Q Yes. So even though you agree there's no
baffles, did you agree that the sink tank -- a single

reservoir?

A | think there's a distinction between
reservoirs and tank. | think the third Bone Spring
basi| and Wbl fcanp XY are all individual sand | oads

that are individual reservoirs. And w thout nodern
hori zontal conpletion, you do tie theminto a tank.
Q So you think that there's two reservoirs,

one for the third Bone Spring and one for the upper

Wl f canmp?
A They are distinct sand | oads. Yes.
Q Did you choose where the wells are | anded?
A ' mpart of the teamthat makes a deci sion.
Yes.

Q Okay. And how do you choose where the wells
are | anded?

A We typically try to target high porosity
with oil saturation.

Q So do you rely nostly on the permt and the
OCD website regarding the formation --

A Oh. I'msorry. | thought you were talking

about how we choose our |andings for wells we operate,
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not how we |and wells that are not operated by us. |Is
t hat what you're asking, is how we | and over wells?

Q How do you land -- let's see. How are you
responsi ble for finding where offset wells are | anded?

A Okay. Excellent. Yes. No. W -- we use a
conbi nation of -- of grids and offset wells,
directional surveys fromthe OCD, and then pooling
orders and whatnot to help figure out where -- where
wel s are | anded.

Q Okay. | want to direct your attention to
your Exhibit E3 in your testinony. And that is also
par agraph 7.

A E3. Ckay.

Q I n that paragraph, you say that the
Perman's plan will maintain optiml spacing and
co-devel opnment across this acreage, including -- you

see that | anguage?

A | have the -- | have the exhibit up. |
don't have the | anguage right in front of ne.

Q Okay. So I'Il recite it slowy. Paragraph
seven. Perman's plan will maintain optinml spacing
and co-devel opnment across this acreage, including with
respect to existing offsetting production in the Verna
Rae and Riddler units, which will prevent waste and

maxi m ze recovery across this acreage. Do you agree
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that that's a fair statenent, what you wote?

A Yes.

Q And when you refer to the Riddler unit, do
you agree that those are 1-mle third sand wells?

A Yes.

Q So if the Riddler unit third sand wells are
an exanpl e of preventing waste and maxi m zi ng
recovery, as you say, then why are you co-devel opi ng
with Wl fcanp and Bane and Joker, if you use those as
anal ogs?

MR. RANKI N. Cbj ecti on,

m scharacterization of M. Bradford's testinony.

THE HEARI NG EXAM NER:  |'m sorry. Say
t hat agai n.

MR. RANKIN: | said | was objecting to
M. Savage's -- | think he m scharacterized what

M. Bradford had testified to in his statenent.
THE HEARI NG EXAM NER:  Okay.
M. Bradford, make sure you don't |et anyone el se
m scharacterize your statenent. And if it's a
m scharacterization, correct it, please.
THE W TNESS: Yes, mm'am
MR. SAVAGE: Madane Exam ner, may |
state the conpari son and statenent again?

THE HEARI NG EXAM NER:  Certainly.

Page 209

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

BY MR, SAVAGE:

Q Okay. So in your statenment in paragraph 7,
you point out the R ddler units. And you showed them
as an exanple in this quote, which will prevent waste
and maxi m ze recovery across all this acreage. Do you
see that?

A Yes, sir.

Q And you say you agree that the Riddler
unit -- you did agree, as | understand, that those are
1-mle third sand wells, not Wl fcamp wells; is that
correct?

A Yes, sir.

Q Okay. So I'mgoing to ask the foll ow up
guestion that M. Rankin objected to. But | believe
it's a fair and valid question. So if the Riddler
third sand wells are an exanple of preventing waste
and maxi m zing recovery, why are you co-devel opi ng

with Wl fcanp in the Bane and Joker?

A The | anguage in the paragraph is neant to, |
think, insinuate that we are -- our devel opnent is
cogni zant of offset parent wells and -- and is -- and

I's responsive to the fact that there is possibly edge
wel | degradation due to the presence of existing
wells. Not that it is an ideal devel opnent style for

t his area.
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Q On your Exhibit 4, can you tell nme why you

chose to map phi H as pay in Exhibit 47
A Yes. | chose to map PH as pay because it is
a-- likel saidin nm earlier testinony, it is a -- a
very good way to show where the reservoir tank is in a
geologic formation. And it is also -- and it's very
easy map to create froma readily avail abl e data

that's avail able to everybody. [t doesn't require

special interpretation or nodel to generate these
maps.

Q Okay. Thank you. And | just want to point
out. I'll come back to this. But it |looks to ne --

am | correct that even in your rebuttal exhibits, you

still use the phi H mapping?

A That is correct.

Q And | apologize. | may be a little bit
redundant. | have sone questions for the rebuttal.

But it seened like there were sone changes that you --
adj ustments you had made, and I'd like to talk about

both. But first, I'd |ike to talk about your original

testinmony. Why did you use the density porosity
cutoff of 4 percent in Exhibit 47

A It was a way just to knock out any -- any
tight rock in the formation. Because it's not --

‘cause the tight rock is not a contributing reservoir.
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Q Ckay. So you basically limted it, as |
understand, to the third sand, and any tight rock
bel ow was excluded; is that fair?

A Yeah. It's -- yeah. |It's a standard cutoff
we use internally just to help us focus on where the
good rock is instead of mapping fromzero to infinity
fromthe porosity.

Q Ckay. And | apologize. [|I'mnot a
geologist, so I'mtrying to adapt to the term nol ogy
as best | can. So then would it be fair to say that
your third sand nmap and Ms. Mueller's map are
equi val ent because they both focus on the sane area?

A | -- I -- fromreviewwing Ms. Mieller's
exhibits, | feel that our third Bone Spring maps are
simlar and show the sanme depositional and reservoir
distribution trends in the area.

Q Okay. In the rebuttal, you kind of talked a
little bit about the water saturation, the oil
saturation. |Is it true that like, the SO phi His a
measur enent of those kinds of issues as opposed to PH?

A Yes. It is. But SO phi Hrequires a --
requires an oil saturation nodel to be run, and | was
relying on direct neasurenents fromcore for ny
testi nony.

Q Ckay. So those are direct data. And a SO
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phi H requires sone kind of interpretation?

A Ri ght .

Q Okay. In your Exhibit 4, you show a 5H map
of the total third Bone Spring and a 5H map of the
Wol f canmp sands plus the Wbl fcanp A shale; correct?

A Yes, sir.

Q Okay. So why did you choose -- apparently,
you made an adj ustnent here. But why did you choose
to map the whole third sand?

A Because it was a simlar thickness to the
other map that | was maki ng of the Wl fcanp sands and
Wol f canp shal e.

Q And why did you choose the map the Wbl fcanp
sands the shal e bel ow?

A Because the shale is a hydrocarbon target
that | believe is providing reserves into the Wl fcanp
sand | andi ng target.

Q Okay. So in your opinion, will the Wl fcanp
Y sand Bane Joker wells effectively drain the Wl fcanp
A shal e?

A | believe there will be contribution from
the A shale in those wells.

Q Woul d you describe it as a significant
contribution or m nimal contribution?

A It's -- it's very difficult -- it's very
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difficult to tell.

Q Woul d you agree it m ght be no contribution
if it's difficult --

A No. | think that there is contribution from
the A shale. | -- 1 don't feel that | could put a
number or percentage nunber on it, but | do believe
that there is oil comng fromthat.

Q Ckay. We tal ked about baffles. In your
Exhi bit E7, you show a gun barrel diagram conparing
Perm an Resources devel opnent versus Cinmarex's
devel opnent; correct?

A That is correct.

Q And your statement for Exhibit E7. And
that's paragraph 11. It looks |ike you state the
following. | want to make sure | provide a fair
representati on or accurate representation of this.

But Perm an's plan denonstrates that spaci ng assunes
maxi mum devel opnment of all prospective zones?

A Yes.

Q So can you tell me what you nmean when you
say that the spacing assunes maxi mum devel opnent of
all prospective zones?

A Based off our current interpretation of the
rock in this area, we feel that this would be the

maxi num nunmber of wells that we could drill in this
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section, given what we know today.

Q Okay. And this may be, you know, nore
appropriate for the land man. Are you famliar wth
t he applications and how you categorize these in the
pool i ng applications?

A Very tangentially. | don't feel confortable
testifying on it.

Q Ckay. Are you famliar with the
commencenent deadline on the pooling order if it's
| ssued?

A No. Not of f hand.

Q "Il reserve those questions for the | and
man. So |I'll just ask. Does Perm an Resources intend
to drill all the wells in the proposed devel opnent

scenario within the next year?

A Al l proposed wells in all zones?

Q Dependi ng the outcone of this hearing, yes.
| f you happen to prevail in this hearing, do you
intend to drill all the wells in the proposed
devel opnent scenario within the next year?

A That is not our intent. And | do not
believe that is what we were required to do by the
pooling order either. But |I would defer to Travis for
details on that.

Q Ckay. So if that's the case that you do not
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intend to drill all the wells, which wells would you
drill first? I'msorry. Let ne ask. Are there

geol ogical criteria considerations in which wells you

drill first?
A Yes. We would likely drill the third Bone
Spring and XY target wells first. |It's best to

devel op the deepest target in an area first.

Q Bet ween those two, which woul d take
priority? Wuld you drill the third Bone Spring first
and then the Wl fcanp, or would you drill them
si mul t aneousl y?

A Si mul t aneousl y.

Q Ckay. In your Exhibit 8 |If you can direct
your attention to that.

A Yes, sir.

Q You show all the offset wells in the area
col or coded by | anding zone; correct?

A Yes, sir.

Q So nost of the wells on this map are third
sand shown in red.

A Yes, sir.

Q Ckay. And there are no upper second sand
wells shown on this map; correct?

A There are upper second bone sand wells shown

I n the Huckl eberry devel opnent, but we didn't break
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out upper and | ower targets. We just showed them all
as second Bone Spring wells.

Q Okay. So are there any third carbonate
wells shown on this map?

A We have two interpreted third carbonate
well's | anded on Section 7 right directly adjacent to
the Joker section -- by |egacy.

Q Ckay. Thank you. So these additional
| andi ng zones. Third carb and second sand. Wuld
these be step-out test wells? |Is that correct?

A | believe we coll ected enough data to prove
that there are functioning hydrocarbon systens in both
of those zones. W do need to do delineation work,
whi ch we are working through right now, to understand
the ideal spacing and if those are viable targets or
not. And we are currently |everagi ng our data and
know edge in the area to figure that out.

Q Okay. M. Bradford, I"'mgoing to shift
gears a little bit, and I'm going to ask sone
guestions about your rebuttal exhibits, since that was
covered extensively.

A Yes, sir.

Q And sonme of this my be a little bit
redundant, because you know, there's sone changes and

adjustnents. And | apol ogize in advance if |'m
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repeating nmyself. So on your Exhibit 1. So you now
show PH map of the basil third sand and the Wbl fcanp
XY, whereas before, |ooks |like you covered nore of the
Wol f canp and the ot her one, but --

A This is nore focused. Yes.

Q Yes. This is nore focused. So is this
Wl f canp sands map nore representative of your upper
Wol f canp target conpared to -- so by making this
adj ustnents, are you representing that you are
narrowi ng what those wells in the Wl fcanmp XY woul d
produce?

A No. | narrowed the wi ndows nore to -- nore
to have an apples to apples conparison of the sand
reservoirs in this area and their relative quality and
oil charge. |It's not neant to infer drainage.

Q Okay. Do you think that drainage fromthe
third sand well stops in the mddle of the third sand?

A Coul d you be nore specific?

Q So you have your third sand wells. Do you
think the drainage is going to stop in the m ddl e of
the third sand, or do you think it expands beyond
t hat ?

A Up into the upper third bone spring?

Q Yes. That's correct.

A Yes. You -- yeah. | believe you woul d be
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draining the whole third Bone Spring interval with
t hose | andi ngs.

Q So then why did you chose to map just the
third sand instead of the whole sand interval ?

A Because | believe that's where the prinmary
hydrocarbon in the third -- the primry hydrocarbon
charges in the third Bone Springs sand. The upper
third Bone Springs seens to have nmuch nore water and
much less oil init, soit's going to be less of a
contributor to the overall production of the wells,
whereas the Wbl fcanmp -- third bone spring basil and
Wol fcanmp XY are the two primary hydrocarbon drivers in
this area.

Q And between those two, it sounds to ne |ike
the third Bone Spring is the nore primary preserves?

A It is. It is slightly better, but you can't
di scount the storage in the hydrocarbon in the
Wbl f canp XY either.

Q So to sone extent, you agree with
Ms. Miueller and M. Behmin that regard about the
third Bone Spring being a primary -- probably the
primary. And then possibly, even though as you point

out, the Wbl fcamp XY -- you believe it is productive,

it may be a little bit less. A third. |Is that fair?
A Very -- very minor. | think there's a very
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m nor distinction. | think in the area that we are
here to tal k about this hearing, they are very simlar
i n charge and storage capacity.

Q Ckay. There is a difference in the phi H
based on these maps between the Bat man devel opnent and
the subject |ands; correct?

A Yes. | nean, it varies across the area.

Q And in both the Wl fcanp sands and the third
sand. Correct?

A Yes.

Q You can see that difference fromthese maps.
Do you agree?

A Yes.

Q Okay. So you see phi H differences between
Bat man and t he subject |ands, and yet you're saying
t he Bat man devel opnment is a geol ogic analog to the
subj ect | ands; correct?

A That is correct.

Q Okay. If | can direct your attention to
Exhibit J. On your Exhibit J, you now | abel the bl ack
and tan devel opnment on your phi H maps; is that
correct?

A Yes, sir.

Q Okay. In both the basil third sand map and
t he Wol fcanp XY sand map, the values of the black and
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tan are very simlar to the Batman devel opment. Do
you agree with that?

A | would say for where we drilled our
Wol fcamp XY well on the Batman, it's much nore sim|lar
to Joker Bane than it is to black and tan. But the
third Bone Spring is very simlar across this whole
ar ea.

Q Ckay. And then in that sense, you again
agree with Ms. Miueller and M. Behmin his testinony

that there is a consistency in that regard across the

area of interest? I'msorry. D d you understand that
questi on?

A Ch. | said yes.

Q |"msorry. There nust be sone kind of

delay. And | apologize for ny video blinking red. |
don't know what's going on with that, but it seens to
flash I'ike that, so. And |ast couple questions here.
And this is on your Exhibit J2. In this exhibit, you

conpare the thickness of the HFTS2 site versus the

subject lands. |s that correct?

A It's not intended to be a thickness
conparison. |It's nore neant to show where wells are
| anded in -- we think the targets are in one area

ver sus anot her ar ea.

Q Can the concl usions about thickness be
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derived fromthe data that you' re showi ng on this?

A Il -- I"'mnot entirely sure what you're
aski ng there.

Q Looki ng at what you provided, are there
I nferences regardi ng what the thicknesses woul d be
bet ween the two?

A l"msorry. | still don't -- | still don't
under st and what the question -- what you nean by
inferring stuff about the thicknesses.

Q So fromthis exhibit -- and | assune it's
the | ogs that we're tal king about -- you cannot infer
anyt hi ng about which site, the subject |ands or the
HFTS2 -- you cannot infer if there's any thickness
difference fromthis exhibit; is that correct?

A It would be difficult to. Yes.

MR. SAVAGE: Ckay. Madane Exam ner,
| et me check nmy notes real quick.

THE HEARI NG EXAM NER:  Ckay.

MR. SAVAGE: Thank you, Madane
Examiner. | think I'"mfinished with
Cross-exam nati on.

And, M. Bradford, | appreciate your

THE W TNESS: Thank you.
THE HEARI NG EXAM NER:  Thank you,
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M . Savage.
M. Rankin, do you have any redirect
before | go to the technical exam ner?
MR. RANKIN: | do not.
THE HEARI NG EXAM NER:  All right.
M. Garcia, do you have any questions of M. Bradford?
MR. GARCIA: | have a few
CROSS- EXAM NATI ON
BY MR GARCI A:
Q Good afternoon, M. Bradford. | only have a
few questi ons.
A Al right.
Q You can get your core sanpl e data.
A Yes, sir.
Q When you guys take cores, do you guys
eval uate the cores in house, or do you hire an
external party to evaluate the cores?
A We use -- we use prem er |aboratories to do
the core analysis. But we do nost of the
i nterpretation in house on the actual data that cones
back.
Q Al right. And | guess maybe M. Rankin can
hel p answer this one too. Are those core reports
deened sensitive or confidential, or is that sonething

you can provide to us?
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A They are deened proprietary. | think we'd
have to discuss with our |egal counsel if we were able
to provide themto you or not.

Q That's not a necessary thing. | was just
nore curious. | think this table will work for these
purposes. (oing back to C marex's Bone Spring design.
Because really the debatable topic here is there are
bone springs on top of the Wil fcanp. What are your
t houghts on their four well placenent in the bottom of
t he Bone Springs per section in howthey will drain
the Wbl fcanp XY? Do you think it's going to drain
effectively, partially, not at all?

A | -- I think -- I think because the
proximty of the targets and the reservoirs, it wll
partially drain the reservoir. Based on what |
interpreted on the reservoir quality in the Wl fcanp
XY in this direct area, | do not believe that it is
going to effectively drain all the reserves that are
present there.

Q Okay. And on the flip side -- | know |
asked your engineer that just testified. Do you think
Perman's plan with the A wells in this area for the

Bone Springs and Wolfcanp is a little overkill? |

nean, they're very close, | guess, is ny concern. And
l"mstill concerned about extra cost. You don't think
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it's too many?

A | think eight is the maxi nrumthat we woul d
drill in-- in the area. | think, like, the black and
tan shows pretty definitively that -- that 12 is way

too many. And | think that this area could support 8
on an upward -- as a maxi num devel opnent to nake
hi ghly economi c wel | s.

Q Ckay. Again, | asked your engineer a second
ago about wine rack -- two and two wine rack. Did you
guys evaluate maybe a two two or a three by three w ne
track? Did you?

A Li ke a six well per section w ne rack?

Q Yeah. Three in Bone Spring. Three in
Wbl f canp staggered. O not staggered. W ne racked.

A | would say, like, if we're evaluating that
in tandemwith the -- with the eight walls, | think
that the -- the two and two or four well -- | do think

that this area can support nore than just four wells
inthis -- in this reservoir tank.
Q So if this order was approved in your favor,

Is eight wells not a set plan? Are you guys still

evaluating, | guess, is ny next question based off
t hat .
A | think we are -- we are leaning into
permtting and -- and prepping all of our devel opnents
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for the eight wells per
think we do reserve the
| i ght of new data. We

testing to the south in
to help us informour d
her e.

Q M. Savage br

section test. But I -- |
right to change our mnd in
are going to be doing nore
our Robin Section and -- and

eci si ons on what we devel op up

ought it up. And it mght have

been better suited for your production, but |I'll ask

you. How many wells total does this whole subject

area have for you guys?
A Wells total.

wells total. In the di

On the Batman, we have five

rect area around here, | think

that's all the wells PRs drill ed.

Q | guess proje

A Oh. Projecte
zones and -- and our fo
have -- | can't do the
it's -- it's a signific
going to be drilling in

Q Okay. How lo

cted to be drilled.

d. Gosh. Between all the
otprint in this area, we

math in ny head real fast. But
ant nunber of wells that we're
this area.

ng do you think it would take

you to drill all those wells together?

A To fully deve
zone? Like -- like, th
Q Correct.

A -- any ot her

| op the whol e queue, the entire

e third, second, first --

zones in between? It would
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probably take -- it would probably take us -- take us
several years as we -- as we work our -- we probably
start at the base and work our way up through the --

Q Ckay. And what if we tal k about just the
Wol f canmp and Bone Springs? Wuld it still take
several years? Because | think there's |ess concern
about effects on the upper Bone Springs as there are
Bone Springs on top of the Wl fcanp.

A No. We would get after -- our plans are to
get after drilling the -- the XY third Bone Spring
tank as soon as possi bl e.

Q I had asked Ci marex's geol ogi st, because
they had testified a little bit about potential to
cone back and add Wol fcanp wells in the future. |
beli eve they stated sonewhere along the |ines of --
they would try to aimthose wells as | ow as possible
to avoid any parent/child effects from happening in
the future.

Do you think if they did | ower those zones
that there would be parent/child effects, negatively
parent/child effects?

A | do. | think you can see that on the bl ack
and tans. And | think that the third bone is even
still too close to the Wil fcanp A shale. If you cane

back | ater, you can see significant degradation
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because of the depletion above you. | agree with
everything John said about that in his testinony.
Q And sorry for my nmenory. Who's John again?
A John Fechtel. Qur reservoir engineer. He

just testified.

MR. GARCIA: |I'mhorrible with names.
" msorry about that. | believe that is all ny
guestions for now.

THE W TNESS: Thank you.

THE HEARI NG EXAM NER:  All right.
Thank you, M. Garci a.

Ms. Thonpson, do you have questions?

M5. THOMSPON: | have no questi ons.
Thank you.

THE HEARI NG EXAM NER:  All right.
Thank you. Any reason not to excuse M. Bradford?

THE W TNESS: Thank you.

THE HEARI NG EXAM NER: Thank you very
much, M. Bradford.

M. Rankin, are we noving to final
W t ness?

MR. RANKIN: We are, Madane Exam ner.
We do have two witnesses left, but it seens |like in
the interest of time, we would only call one so that

we could try to conplete our side of the case today.
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THE HEARI NG EXAM NER:  Ckay. [|'m
sorry. | lost count there.

MR. RANKIN. It's okay. Yeah. W had

four, but you know, | think we're going to focus on
what matters here. So | will say, however, Madane
Exam ner, | do need the fourth witness to adopt his

testinmony so | can admt his exhibits to the record.
' m happy to wait to do that to the very end.

| would like to get M. Macha's
testinmony in, so | would ask that M. Macha be call ed
to the stand. And then, we can deal wth
M. Clenment's[ph] testinony at the very end.

THE HEARI NG EXAM NER:  All right.
Thank you.

So, M. Macha, would you raise your
ri ght hand, please.
VWHEREUPOQN,

TRAVI S MACHA,

call ed as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothi ng but
the truth, was exam ned and testified as follows:

THE HEARI NG EXAM NER:  All right.
Thank you very much. And I'msure M. Rankin w |l ask
you to spell your name for the record.

MR. RANKIN: | will.
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DI RECT EXAM NATI ON
BY MR. RANKI N:

Q M. Macha, can you please state your ful
name for the record. Spell your |ast name for the
benefit of the court reporter.

A My name is Travis Macha. M last name is
spelled MA-CH A

Q By whom are you enpl oyed and i n what
capacity?

A I am enpl oyed by Perm an Resources as a New
Mexi co | and | ead.

Q Have you previously testified before the
Di vi si on, and have you had your credentials as an
expert in petroleumland matters accepted?

A Yes, | have.

Q Are you famliar with the applications that
were filed in these cases on behalf of Perm an and
Reed and Stevens and the conpeting cases filed by
Ci mar ex?

A Yes.

MR. RANKI N: Madanme Exam ner, | nove to

tender M. Macha as an expert in petroleum|l and

mat t ers.
THE HEARI NG EXAM NER:  Ckay. |'ve
definitely heard his testinony before, but I'll pause
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nmomentarily for an objection.

MR. SAVAGE: No objection.

THE HEARI NG EXAM NER:  He is so
recogni zed. ©h. Thank you, M. Savage.
BY MR, RANKI N:

Q M. Macha, in preparation for today's
hearing, did you prepare a self-affirmed statenent?

A Yes, | did.

Q And was that submtted as part of the
exhi bit packet in these cases and marked as Exhibit C?

A Yes.

Q Yeah. Got you. Good. And did you also
prepare sone exhibits to go along with your testinony?

A Yes, | did.

Q And were those marked as Exhibits C1 through
Cl14?

A Yes.

Q And in addition to the exhibits that were
filed, did you al so have an exhibit that was fil ed
after -- | think it was filed on -- let nme see if |
can get the date. A supplenental exhibit that was
filed on July 14th marked as Exhibit C. One nonent.
| believe it was supplenment exhibit to Cl12, which was,
| think, a letter from Chase.

A Cl2. A letter from Chase. Yes.
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Q And ot her than that, do you have any
changes, supplenents, or additions to your testinony
or the exhibits that were filed previously?

A No, | do not.

MR. RANKIN: At this tinme, Mudane
Exam ner, | would nove the adm ssion of Exhibit C
along with the attachments Cl through Cl4, along with
t he suppl enent Exhibit Cl2 that was filed previously.

THE HEARI NG EXAM NER:  All right. 1"'1]
pause for a nonent for an objection.

MR. SAVAGE: No objection.

THE HEARI NG EXAM NER:  All right.
Thanks, M. Savage. Exhibit C and its attachnments are
admtted. And, M. Rankin, just a rem nder. As I

menti oned a couple hours ago, we do have to stop at

4: 30 agai n.

(Exhibit C was marked for

i dentification and received into

evi dence.)

MR. RANKIN: | understand. And | don't
know. | can't guarantee we're going to get through
M. Macha's direct. | apologize for that. |
anticipated we would. 1'll do my best to do it.

THE HEARI NG EXAM NER: Okay. You know,

| "' m avai l abl e nost of tonmorrow. We can have a
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di scussi on about kind of next avail able date when you
ask M. Macha sone questions.

MR. RANKIN:. Thank you, Madane
Exam ner. And | appreciate the opportunity to confer
with ny folks here in Santa Fe. And | think there may
be an opportunity for us to try to conplete this in
the norning if that's an option.

THE HEARI NG EXAM NER:  Yes.
BY MR, RANKI N:

Q M. Macha, have you had an opportunity to
review the | and testi nony and exhibits that were
provided in this case by C marex?

A Yes, | have.

Q And did you prepare a set of rebutta

exhi bits and testinony in response to those?

A Yes, | have.

Q Are those marked as rebuttal Exhibit 1?
A Yes.

Q At this tinme, M. Macha, |I'mgoing to go

ahead and share ny screen. And |'m going to ask
you -- you know, | may interject here and there and
maybe have sonme questions. But |I'mgoing to ask you
to refer to each page of your Exhibit I.

And we can di scuss as we go through them

And |'m going to put these on a screen so that we can
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see them properly. One nonent. Are you able to see
my screen now, M. Mcha?

A Yes.

Q Real quickly, explain what this shows. |
think this is essentially a tineline. And there's
been sone di scussi on about what happened in the past.
Just explain the point of this exhibit in response to
Cimarex's testinony.

A Yeah. So Cimarex's testinony kind of sets
forth a brief timeline fromkind of 2018 to present.
| just thought it m ght be beneficial for everyone to
ki nd of see the whole broad picture of the history of
t hese four sections and kind of the | ease hold as well
as the high-level devel opnent that's taken place
over -- over the years.

Q Okay. So | think we were going to spend a
little nore tinme on this. But | think in the interest
of tinme, we're going to go ahead and bypass any
further discussion here. On your next slide,

M. Macha, just explain what this slide shows and what
iIt's i n response to.

A So these -- we felt a strong need to kind of
tal k about the bottomright statement to -- that
Ci marex has now repeated three tinmes, first in their

July 26th brief about how they claimthat we've only
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filed on single Wl fcanp application in the vicinity,
whereas we've filed 17.

You know, and just kind of pointing out the
fact that that is wildly incorrect. And you know, on
the left side, we break out the actual Bone Spring and
Wbl f canp cases between Bat man, Robin, and Riddler. |
also will note that four of the ten Bone Spring cases
that Cimarex cites that we have all filed are actually
four of the Bane cases that we're hearing today. So
|"'mnot really sure the intent of -- of the statenent.
But obviously, we wanted to address it.

The other part of that is they claimthat
I f, you know, by pulling these Bone Spring cases, we
are inhibiting correlative rights of the Wl fcanp
owners. And kind of just followng that little --
little line onto the bottomleft. |'ve kind of
I ndi cated that, you know, while there -- there are
depth severances and it's very common in Joker and
Bane -- you know, Batnman, Robin, Riddler.

We' ve been fortunate enough to not to have
to, you know, deal with too many of those. There is
one single one in the -- in -- in Batman, in the

nort heast corner of Section 19, whereas Perm an itself

doesn't own nore -- nore interest than Wl fcanp.
Q So as a consequence, because for nost of
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t hese other spacing units, there's no difference in
the Wbl fcanp, explain how that does or doesn't i npact
correlative rights in those other cases.

A So you know, if -- if you' ve got uniform
I nterest between the Bone Spring and Wl fcanp
formati ons and you pull both of them or you pull one
of them Al owners have been noticed thoroughly and
are very aware of their -- their rights and what would
be i npacted and what woul dn't be and what -- what the
potenti al devel opnent plans would be as -- as to
their -- their interest respectively.

Q And can you explain in this -- according to
t hese pooling cases -- the other point of this, I
think, M. Mcha -- | wanted you to just nake sure we
understood it. Can you explain -- not only are these
cases pulling the Wl fcanp as well, but can you
expl ain the devel opnent plan for these Wl fcanp
applications and how they relate to the Joker Bane?

A Right. So as you know, John Fechtel and Ira
have ki nd of detailed with the Batnan devel opnent.
That was kind of our first appraisal of co-devel opment
between the third bone and Wolfcanp in this area.

We're transitioning that into Robin -- the
Robin unit, where we are going to be plugging nore

Wol fcamp wells into that, utilizing those pulling
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orders. Riddler. That one's a little weird.

Qbvi ously, the | egacy Reed and Stevens Conpany has
drilled six bone wells in that. But there is their
way of third bone left in -- in the west half of
section ten. One mle that we are intending on
devel opi ng, co-developing with the Wl fcanp there.

Q So we just explained, | guess, in each of
t hese cases. You're proposing the sane w ne rack
co-devel opnent pattern between -- explain whether you
are devel oping the sanme w ne rack co-devel opnent
pattern between the third Bone Spring and the Wl f
Canp XY.

A Correct. So | think, you know, just
exhibiting this is -- is a clear intent of us to be
co-devel opi ng the Bone Spring and Wl fcanp across this
entire area.

Q Ckay. We talked a little bit about
correlative rights in the |last exhibit there and how
it's not an issue when there's uniform ownership
bet ween pools. Explain howthat's different here, if
you woul d.

And |'"mgoing to just ask you to -- we're
going to slowy kind of walk through this. And | want
to start with -- if you would just, at the far left on

this top chart, explain who these owners are and what
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the different colors and bold type and asterisks nean.

A Yeah. So on the owners -- so you know, |
ki nd of -- you know, |'ve highlighted Del mar Hudson,
Magnum Hunter, and Ci marex the sane color. They --
they're all owned by Cinmarex thenmsel ves. The Aval on
Energy Corp., Reed and Stevens, and First Century are
owned by Perni an.

The asterisks indicate pooled parties. Bold
type is intended to clarify owners that are owning a
differential interest between the Bone Spring
Wbl fcamp. | did neglect Hog Partnership, LP. And
WIlliam A Hudson should be bolded as well.

Q Now, at the top of this, you're obviously
I ndi cating here that you' re going to make a conpari son
bet ween contractual versus |ease sold. Explain why
you're doing that, and then wal k through if you would
the main body of the chart and explain how this shows
the differences in ownership.

A Yeah. So on that left side of that black
line, | kind of detail the |ease hold interest. You
know, | give the net acres normalized across all four
sections in each the Bone Spring and Wl fcanp. And |
al so provide the delta there.

The negative deltas indicate a higher

Interest in the Wil fcanp, and the positive deltas
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I ndi cate a higher interest in the Bone Spring. And
|"ve also indicated a higher interest in the Wl fcanmp
by the blue rose and the higher interest in the Bone
Spring by the orange rose.

And hopping over to the right side of that

black line, | detailed the exact sanme, but broken out
by contractual interest. The point of -- of this kind
of summary is that -- you know, Cimarex has detail ed

that they have issue with the original division of

i nterest that we set forth based on | ease hold title.
This is kind of just to show t hat whet her

you |l ook at | ease hold title or contractual title, it

paints a very simlar picture. Wereas half the

parties alnost, if not have, are going to be

negatively inpacted via their correlative rights if

i ndeed Cimarex's plan is -- is adopted.

Q Just briefly, M. Mcha, would you just
explain why it is that, in your understanding -- for
pur poses of conpul sory pooling, why it is that you
were using the | ease hold interest and represented
those in your direct testinony exhibits?

A Right. So it's -- it's our understanding
that per OCD statute that for the purposes of pooling,
the OCD cares about the underlying | ease hold rather

t han voluntary agreenents between the working interest
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parties.

Q Now, | want to just make sure | understand
again. | know you tal ked about this, but I want to
wal k through these colums real quickly. | know we're

al nost at 4:30. But going fromleft to right, let's
| ook at the | ease hold interest. Okay. Because |
think that's what matters for conpul sory pooling
orders.

You' ve indicated here on a full devel opnent
basis for both Bone Spring and Wl fcanp what the net
ownership is for both pools; correct?

A Correct.

Q And explain to ne why you did that on a ful
devel opnent basis, just so | understand. | ndividual
space units for the purposes of this chart.

A So for the purpose of -- of this chart, |
just wanted to give a high-level overview of the
entire area and why -- and why and how exactly each of
t hese owners m ght prefer a co-devel opnent strategy or
why they m ght actually prefer a -- only devel opi ng
t he Bone Spri ng.

As you can see, there are several owners,

i ncluding Cimarex, that -- or at |east the Magnum
Hunter entity -- that own substantially nore acres in

t he Bone Spring. And at |east on a | and
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perspective -- |I'mnot speaking towards a technical
perspective -- in ny opinion, would be a notivation as
to why you m ght want to inhibit the drawi ng of the
Wol fcanp and try to capture those rights by drilling

t he Bone Spri ng.

Q Okay. So based on this chart, where you
have the delta colum where it's negative, explain
what that neans versus where it's positive and how
that's reflected in the next colum where it says
formati on favor.

A Right. So just take an MRC permt at the
top as an exanple. Normalize cross all four sections
in the Bone Spring. 14.40 acres. And the Wl fcanp,
they own 43.23. That delta -- just a negative --
negative delta indicates nore interest in that
Wl fcanp formation. |[It's just a sinple subtraction.

Q And explain there's no difference when you
do that between the --

THE HEARI NG EXAM NER: M. Rankin, |
t hi nk we've reached the end of our tine.

MR. RANKIN: Yes, we did.

THE HEARI NG EXAM NER: We're clearly
not going to finish wwith M. Macha today. |'msorry
about that.

MR. RANKI N: Madame Exam ner, may |
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have a noment to confer with --
BY MR. RANKI N

Q O, M. Mcha, is there any issue with us
continuing in the norning, to your know edge?

A Not to nmy know edge, no.

MR. RANKIN: Madane Chair, | would ask
that we be permtted to resume the hearing on this
matter in the norning at 8:30.

THE HEARI NG EXAM NER: Yes, sir. 8:30
is the time | woul d propose.

M. Savage or M. Zi nmsky, are you
avai |l abl e?

MR. SAVAGE: | believe M. Zi nsky has
been conferring with our client to see if we are
avai lable. And I'mgetting sone feedback here. And
it looks like we are all avail able.

THE HEARI NG EXAM NER:  All right.
Terrific. Marlene will send out another -- if she
hasn't already. She's so efficient, she probably
already sent it out. There'll be another |ink, and we
wll resume the hearing at 4:30. Thank you all.

(Wher eupon, at 5:32 p.m, the

proceedi ng was concl uded.)
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CERTI FI CATE OF DEPOSI TI ON OFFI CER

I, DANA FULTON, the officer before whomthe
f oregoi ng proceedi ngs were taken, do hereby certify
that any witness(es) in the foregoing proceedi ngs,
prior to testifying, were duly sworn; that the
proceedi ngs were recorded by nme 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 |
am not a relative or enployee of any counsel or
attorney enployed by the parties hereto, nor
financially or otherw se interested in the outcone of

this action.

DANA FULTON
Notary Public in and for the

State of M ssouri
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CERTI FI CATE OF TRANSCRI BER

I, CHRI STI AN HARTSELLE, do hereby certify
that this transcript was prepared fromthe digital
audi o recording of the foregoing proceeding, 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.

il Fltnl

CHRI STI AN HARTSELLE
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New Mexico Rules of Civil Procedure for the
District Courts

Article 5, Rule 1-030

(e) Review by Witness; Changes; Signing.

If requested by the deponent or a party before
completion of the deposition, the deponent shall
have thirty (30) days after being notified by the
officer that the transcript or recording is
available in which to review the transcript or
recording and, 1if there are changes in form or
substance, to sign a statement reciting such
changes and the reasons given by the deponent for
making them. The officer shall indicate in the
certificate prescribed by Subparagraph (1) of
Paragraph F of this rule whether any review was
requested and, if so, shall append any changes made

by the deponent during the period allowed.

DISCLAIMER: THE FOREGOING CIVIL PROCEDURE RULES
ARE PROVIDED FOR INFORMATIONAL PURPOSES ONLY.

THE ABOVE RULES ARE CURRENT AS OF APRIL 1,

2019. PLEASE REFER TO THE APPLICABLE STATE RULES

OF CIVIL PROCEDURE FOR UP-TO-DATE INFORMATION.
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COMPANY CERTIFICATE AND DISCLOSURE STATEMENT
Veritext Legal Solutions represents that the
foregoing transcript is a true, correct and complete
transcript of the colloquies, questions and answers
as submitted by the court reporter. Veritext Legal
Solutions further represents that the attached
exhibits, if any, are true, correct and complete
documents as submitted by the court reporter and/or
attorneys in relation to this deposition and that
the documents were processed in accordance with

our litigation support and production standards.

Veritext Legal Solutions is committed to maintaining
the confidentiality of client and witness information,
in accordance with the regulations promulgated under
the Health Insurance Portability and Accountability
Act (HIPAA), as amended with respect to protected
health information and the Gramm-Leach-Bliley Act, as
amended, with respect to Personally Identifiable
Information (PII). Physical transcripts and exhibits
are managed under strict facility and personnel access

controls. Electronic files of documents are stored




in encrypted form and are transmitted in an encrypted
fashion to authenticated parties who are permitted to
access the material. Our data is hosted in a Tier 4

SSAE 16 certified facility.

Veritext Legal Solutions complies with all federal and
State regulations with respect to the provision of
court reporting services, and maintains its neutrality
and independence regardless of relationship or the
financial outcome of any litigation. Veritext requires
adherence to the foregoing professional and ethical
standards from all of its subcontractors in their

independent contractor agreements.

Inquiries about Veritext Legal Solutions'
confidentiality and security policies and practices
should be directed to Veritext's Client Services
Assoclates indicated on the cover of this document or

at www.veritext.com.
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