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

IN THE MATTER OF THE HEARI NG Docket No.
CALLED BY THE O L CONSERVATI ON 34- 24

DI VI SI ON FOR THE PURPOSE OF

CONSI DERI NG

Case No. 24544

HEARI NG
DATE: Tuesday, August 20, 2024
Tl MVE: 12: 57 p.m
BEFORE: Heari ng Exam ner Gregory A. Chakalian

LOCATI ON: Pecos Hal |
Wendel I Chi no Buil di ng
1220 South Saint Francis Drive
Santa Fe, NM 87505

REPORTED BY: James Cogswel |

JOB NO.: 6781993
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APPEARANCES

ON BEHALF OF PRI MA EXPLORATI ON, | NC.

DARI N C. SAVAGE, ESQUI RE
Abadie & Schill, P.C.
214 Mckenzie Street
Santa Fe, NM 87501

dari n@badi eschill.com

(970) 385- 4401

W LLI AM E. ZI MSKY, ESQUI RE (by vi deoconference)
Abadie & Schill, P.C.

555 Rivergate Lane, Suite B4-180

Dur ango, CO 81301

bill @badi eschill.com

(970) 385-4401
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ON BEHALF OF AVANT OPERATI NG, LLC:
JAMES P. PARROT, ESQUI RE
Beatty & Wbzni ak, P.C.

1675 Broadway, Suite 600
Denver, NM 80202
j parrot @owener gyl aw. com

(303)917-2261

SOPHI A A. GRAHAM, ESQUI RE
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jordan_kessl er @ogresources. com

(432)488-6108
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ON BEHALF OF BTA Ol L PRODUCERS LLC:
JACLYN M MCLEAN, ESQUI RE
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ALSO PRESENT:
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PROCEEDI NGS
THE REPORTER. Alrighty. It

p. m on August 20, 2024. W are here at the Ol

Conservation Division in Pecos Hall, conducting a

speci al hearing today. Parties, state your
case nunbers, please.
MR. PARROT: This is Janes.

-- sorry.

THE HEARI NG EXAM NER: Press the button

to the right where it's green.

MR. PARROT: This is Janes Parrot with

Beatty & Wbzni ak representing Avant and our

nunmber's 24544.

THE HEARI NG EXAM NER:  Thank you.
MR. SAVAGE: |'m Darin Savage with
Abadi e & Schill, appearing on behalf of Prinma

Expl oration, Incorporated in opposition to Avant's

application and it was al so case 24544.

THE HEARI NG EXAM NER: Thank you. And

M. Savage, you have co-counsel ?

MR. SAVAGE: | have M. Zinsky is

appeari ng, making an appearance, but he is not at the

table so we can --

THE HEARI NG EXAM NER:  But he's with

you virtually.

Is 12:57

name and

Do | need

case
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MR. SAVAGE: He is with ne with
co-counsel . That'll be correct.

THE HEARI NG EXAM NER:  And you said

Zi msky?

MR. SAVAGE: Bill -- WIIliam Zi nsky.
Bill Zinsky.

THE HEARI NG EXAM NER: Okay. Thank
you.

And do we have another party?

M5. KESSLER: Good afternoon, Jordan
Kessl er on behalf of EOG Resources. W' re appearing
as an interested party but not taking a position in
this case.

THE HEARI NG EXAM NER: Ms. Kessler, are
you going to have any cross-exam nation questions?

M5. KESSLER: | don't anticipate
cross-exam nation. Just we are here because we're
Interested in the notion and order that were filed.

THE HEARI NG EXAM NER:  All right. Do
you want to handle that first?

M5. KESSLER: We're not taking a
position. | was just interested in the outcone and
testi nony and evidence that may be related to that.

THE HEARI NG EXAM NER: Okay. So do you

want to be specific about which notion you're talking
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about ?

MS. KESSLER: The notion to dism ss and
t he order denying that notion.

THE HEARI NG EXAM NER: COkay. Very
good.

M5. KESSLER: So there was additional
testi nony and evidence that was going to be presented,
that's what we're interested in listening to today.
That's why |'m here.

THE HEARI NG EXAM NER:  Ckay.

Now, M. Savage representing Prima, it
was your nmotion to dismss. Correct?

MR. SAVAGE: That is correct. Do you
want me to conment on that?

THE HEARI NG EXAM NER: | nean, there
was an order fil ed.

MR. SAVAGE: There was an order filed.
That's correct.

THE HEARI NG EXAM NER:  |' m not aware of

any additional evidence that we would be --

MR. SAVAGE: We did not. |In fact, our
chief -- case-in-chief focuses on overdevel opment as
an engineering issue. W wll have our |andman

avai |l abl e for any questions, but the primary objection

focuses on the engi neer.
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THE HEARI NG EXAM NER: Perfect.

s that what you were talking about,
Ms. Kessler?

M5. KESSLER: | thought | saw an order
conme t hrough denying the notion to disn ss.

THE HEARI NG EXAM NER: It is and that's
why we're here today.

M5. KESSLER: Okay.

THE HEARI NG EXAM NER: It was -- give
me one nonment. Now that | can access the database, |
can pull it up the order.

And who had the question? Wile |I'm
| ooking for the order about the rebuttal exhibits.

MR. SAVAGE: M. Exam ner, | didn't
pose a question, but | have a question about the
rebuttal exhibits.

THE HEARI NG EXAM NER: Wl |, hold on
one second.

VWho had the question that was rel ayed
by email to Freya Tschantz?

MS. GRAHAM Good norni ng,

M . Exam ner.
THE HEARI NG EXAM NER: Mor ni ng.
M5. GRAHAM  Sophia Graham with Beatty

& Wozni ak as co-counsel for Avant Operating. W had
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emai | ed the Division asking about submtting rebuttal
exhi bits at the hearing.

THE HEARI NG EXAM NER: Great. And did
you get your answer?

M5. GRAHAM  Yes. W did.

THE HEARI NG EXAM NER: Ckay. (Good.

M5. GRAHAM And | appreciate your tine
on that.

THE HEARI NG EXAM NER: Definitely. And
the answer is always going to be the same when it
cones to rebuttal exhibits. A rebuttal case is a very
narrow case. It's a case where you can denonstrate
t hat you were surprised by sonething that the other
side that you would not have been able to prepare for
that sort of -- that fact. And this rebuttal is going
to, in sone way, balance that fact out. And then
t hose exhibits are available to submt at any tine
before the record closes as | ong as you have a w tness
that can be cross-exam ned so that it can be given the
wei ght that it deserves. Does that answer your
questi on?

M5. GRAHAM  Yes, M. Exam ner.

THE HEARI NG EXAM NER:  All right.
Sounds good.

M. Savage, your question.
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MR. SAVAGE: Yes. M question is: in
my experience and based on your description, the
rebuttal exhibits have been at nost a few, a handful,
sonebody woul d be surprised and they would submt one
or two and to be addressed. This was a | arge package.
It was delivered two hours before a hearing that has
al ready been truncated to 1 p.m, 27 rebuttal
exhibits. That's nore |like a -- part of the original
di rect package of exhibits. So, you know, we have a
bit of an objection to those. Because of the
truncated nature of the hearing, we would ask,
respectfully request, that maybe the rebuttal exhibits
coul d be addressed tonorrow at sone tine, nmaybe 10: 30
or 11 just to address that and do it in the format of
presentation of the rebuttal exhibits and then
surrebuttal if that would be appropriate.

THE HEARI NG EXAM NER:  Ckay.

M. Parrot, I'Il come to you in just a
noment, but | feel like | can answer M. Savage's
obj ecti on.

These rebuttal exhibits are not in
evidence. They have not been admtted into evidence.
Avant will have to show that the criteria is met from
what | just said. You can nake an argunent at that

time if they choose to offer rebuttal exhibits. And
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if | do allowthemin, I"'mcertainly going to give you
an opportunity to present evidence, whether it be
sworn testinmony or whether it be your own rebuttal

exhi bits, because the purpose of an adm nistrative
hearing is to gather as much relevant reliable

evi dence on the issue as possible. So every party
wi |l have an opportunity to present to ne rel evant,
reliable evidence that does not surprise the other

Si de.

And so |'m | ooking at the order denying
the notion to dismss, and it's a very short order and
It's based on the rule and the clarification of the
conmpul sory pooling process that our acting director
I ssued on July 12.

So, Ms. Kessler, is that clear fromthe
order?

M5. KESSLER: It is clear,

M. Examner. | believe what | was |ooking to was
paragraph 4 of the order.

THE HEARI NG EXAM NER: Very good.

M5. KESSLER: And so that --

THE HEARI NG EXAM NER: Evi dence shal
be rel evant and adm ssi ble at the August 20 contested
hearing on the applicability of a devel opment plan

option. Exactly. Because | wanted to try to |eave as
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much roomw th the understanding of this clarification
that was issued. | want to try to | eave as much room
for the opposition to show how t hat devel opnent pl an
was in sone way not appropriate. And that's really
why -- what that sentence neant.

MS. KESSLER: Thank you, M. Exam ner.
EOG agrees with the way that the order was entered and
agrees wth the concept of the order. W're just here
to listen to that evidence.

THE HEARI NG EXAM NER: Thank you.

Okay, now, M. Parrot --

MR. FELDEWERT: M. Exam ner.

M5. MCLEAN: M. Exam ner.

THE HEARI NG EXAM NER:  Yes.

MS. MCLEAN: Wait, | still --

THE HEARI NG EXAM NER:  Entrance of
appear ance?

MS. MCLEAN: Yes.

THE HEARI NG EXAM NER:  Ckay.

Yes, M. Fel dewert.

MR. FELDEWERT: Good afternoon, M chael
Fel dewert, the office of Holland & Hart appearing on
behal f of COG Operating LLC.

THE HEARI NG EXAM NER:  And what

position are you taking?
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MR. FELDEWERT: We don't have a
position in the case except when | |ooked at the
flurry of filings at the end, there was a second
anended pre-hearing statenent that was filed by Prim
Expl oration, which had attached to it, as Exhibit 1,
what they titled as "Special Provision to the Pooling
Order." It's drafted to apply to all of the pooled
wor ki ng interest owners. COG does not object to that
and in fact, believe it's appropriate given the nunber
of wells that are under consideration. So we are in
favor of having the Exhibit 1, "Special Provision to
the Pooling Order," adopted for any pooling order that
Is issued in this matter.

THE HEARI NG EXAM NER: Thank you. Is
there anything el se?

MR. FELDEWERT: That's it and that's
going to be the extent of ny participation.

THE HEARI NG EXAM NER:  Ckay.

MR. FELDEWERT: So I'mgoing to listen
for a while, but after a while | may drop off, if
t hat' s okay.

THE HEARI NG EXAM NER:  All right.
Thank you. It's understandabl e.

M. Savage, in which filing is the

second anended docunent that he's tal king about?
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MR. SAVAGE: That would be the
pre-hearing statenent. That would be the pre-hearing
statenent that we filed a week ago and it -- it was
filed as second anended pre-hearing statenent. That
woul d be in the record.

THE HEARI NG EXAM NER: Let ne | ook.

MR. SAVAGE: Ckay. Qur imaging system
does not provide titles of docunents so it -- you have
to l ook through many to find what you're --

THE TECHNI CAL EXAM NER: M. Heari ng
Exam ner, it's the one that was submtted 8/ 15 in our
system Should be the |ast i1 mge.

THE HEARI NG EXAM NER:  Perfect. Thank
you very much.

THE TECHNI CAL EXAM NER:  Sur e.

THE HEARI NG EXAM NER: \When you don't
have the help of a technical exam ner directing you to
t he proper docunent, titles would be hel pful in our
| mgi ng system

Okay. So we have a second anended
pre-hearing statenent filed on 8/ 15. So, M. Parrot,
any objections?

MR. PARROT: |I'msorry. Any objections
to?

THE HEARI NG EXAM NER: The second
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anmended pre-hearing statenent.

MR. PARROT: |I'mnot entirely sure --
sorry. |I'mnot entirely sure what the question is.
Do | have --

THE HEARI NG EXAM NER: That's okay.
Then the answer nust be no then if you're not sure.
That's fine.

MR. PARROT: Are you asking if | have
obj ections to the contents of the pre-hearing
statenent or to --

THE HEARI NG EXAM NER:  No.

MR. PARROT: Okay.

THE HEARI NG EXAM NER:  No.

MR. PARROT: O to the fact that it was
subm tted on Thursday?

THE HEARI NG EXAM NER:  Yes.

MR. PARROT: Ckay. | do not have
obj ections to the fact that it was submtted on
Thur sday, August 15th --

THE HEARI NG EXAM NER:  Thank you.

MR. PARROT: -- at approximtely noon.

THE HEARI NG EXAM NER: That's what |'m
aski ng.

MR. PARROT: Ckay. Thank you.

THE HEARI NG EXAM NER: Thank you very
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much.

MR. PARROT: Yeah

THE HEARI NG EXAM NER:  Okay, how,

M. Savage, in this second anended pre-hearing
statenent, M. Feldewert discussed another docunent.
| have only a seven-page docunent here. \Where am |
| ooki ng for that?

MR. SAVAGE: M. Hearing Exam ner, it's
attached as Exhibit 1 to the pre-hearing statenent and
it should be at the |ast page. And that speci al
provision, it was also attached to the original
pre- hearing statenent.

THE HEARI NG EXAM NER: Got it. Thank
you. | see it now Exhibit 1. | see it.

And M. Feldewert and COG are in favor
of that.

And EOG and Ms. Kessler, have you
revi ewed that?

M5. KESSLER: I'mtrying to pull the
docunment up right now. It's sone technical issues so

THE HEARI NG EXAM NER: Ckay. All
right.

VWell, I"'msure will get to it at sone

poi nt, M. Savage.
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" mgoing to go to M. Parrot.

M. Parrot, since this is your case,
your application that you've filed, do you want to
give nme sort of a brief synopsis of what Avant is
| ooki ng for here?

MS. MCLEAN: M. Examner, may | enter
nmy appearance before M. Parrot?

THE HEARI NG EXAM NER: Yes, please. I
didn't know you hadn't.

MS. MCLEAN: Jackie MLean from Hi nkle
Shanor on behalf of BTA O Producers.

THE HEARI NG EXAM NER: BTA?

M5. MCLEAN:. Correct. And we are just
wor ki ng interest owner and will be observing and not
of fering testinony or exhibits.

THE HEARI NG EXAM NER: So i n other
wor ds, you take no position and you don't favor the
opposition or the application?

MS. MCLEAN: Correct.

THE HEARI NG EXAM NER: Ckay. Thank
you.

So, M. Parrot, do you want to give ne
a very brief synopsis of what Avant is asking the
Di vision to approve?

MR. PARROT: Thank you, M. Exam ner.
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Do | need to give tine to anybody el se
to enter an appearance?
THE HEARI NG EXAM NER: | don't know. |

don't think so, but they seemto be com ng out of

nowher e.

MR. PARROT: Yeah.

If it'd please the Division, ny
coll eague, Ms. Grahamw || give a brief opening
st at ement .

THE HEARI NG EXAM NER: Thank you.

M5. GRAHAM M. Examiner, if it may
pl ease the Division, in this case, Avant seeks an
order to approve a non-standard 1280 acre unit,
hori zontal space unit, conposed of all of sections 25
and 36, township 18 south, range 33 east Lea County,
New Mexico, and to pool all the uncomm tted m neral
I nterest owners in the Bone Spring formation. Avant
seeks to dedicate to the unit 12 Royal Gak Fed Com
wells with 4 of the wells being drilled in the first
bench, 4 of the wells being drilled in the second
bench and 4 of the wells to be drilled in the third
bench.

Avant is proposing a desirable
devel opnent plan that is entirely consistent and in

line with other devel opnment plans in the area for the
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Bone Spring formation. Not only has Avant proposed a
clean, very typical devel opnent plan, but it has
brought in 75 percent of the working interest owners
as commtted parties. Yet Avant's plan is being
protested by Prima, a working interest owner with a
m niscule interest in the unit. Prim has proposed a
change to Avant's devel opnent plan to reduce the
nunber of wells and in doing so, is dictating Avant's
devel opnent plan. Avant can operate its own acreage
and Prima is thwarting an otherw se optiml plan.
This protest is different than a nornal
operator dispute. This is not a protest with two
operators and two conpeti ng devel opnent plans. And
the seven factors which are used by the Division to
wei gh each operator's conpeting interest do not apply
here where there is no conpeting devel opnent pl an.
This not a case where no deference is given to either
operator. In fact, deference nust be given to Avant
for two reasons: one, Prinma does not have a conpeting
devel opnent plan and, two, where there's a
supermajority interest owner being protested by 2.75
wor ki ng interest owner, there's a conpelling
presunption in favor of Avant's devel opnent pl an.
Thus, the Division needs to accord a

hi gher degree of deference to Avant. Unless Prinma can
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show cl ear error or abuse in the devel opnent area, the
Di vi si on should defer to Avant's proposed devel opnent
plan. Avant will provide |and exhibits, which wll
show t hat the proposed plan is a normal, typical

hori zontal spacing unit, that Avant has a super
majority working interest and that Avant has fulfill ed
its obligation to engage in good faith negotiations.
Avant will also provide geol ogy exhibits which wl|l
show t hat geol ogy conforns with the geol ogi cal

devel opnent in the area.

And | astly, Avant will provide a
reservoir engineering and operational exhibits which
w ||l show that Avant's devel opnent plan is squarely
within well-established devel opnmental nornms for the
area and will prevent waste and will protect
correlative rights.

This case boils down to a difference of
opi nions, a difference of opinion between a highly
experienced operator with active operations in the
region and a mnority working interest owner. \here
di fference of opinion exists, the very m nor worKking
I nterest owner cannot be allowed to dictate the well -
founded pl ans of the operator and allowing Prima to
request the change of the nunber of proposed wells

enables Prima to force Avant's hand in its own
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devel opnent on its own acreage. In conclusion, the

Di vi sion should defer to Avant in this matter,
especially given how standard the devel opnent plan is.
We woul d, therefore, assert Avant be afforded a high
degree of deference to its proposed devel opnent pl an.

THE HEARI NG EXAM NER: Thank you,

Ms. Graham

M. Savage, that was basically an
openi ng statenment. Wuld you give a brief opening
statenent on why a working interest owner should, as
Ms. Graham stated, the tail wag the dog?

MR. SAVAGE: Thank you, M. Hearing
Exam ner.

To paraphrase a great poet, "When you
cone to a fork in the road, take the road |ess
traveled.” Unfortunately for the present case, Prim
Expl oration I ncorporated does not have and did not
have the luxury to take only one road when it
encountered the pooling application filed by Avant.
As a non-operator with about 2.75 percent worKking
i nterest in the proposed unit, which gives us standing
and the right to make an objection and a case for an
obj ection, it had no choice when it encountered the
pooling application filed by Avant.

Prima found that it had to travel two
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roads concurrently. On one road, Prima had its

i nterest on the market and was wor ki ng with bidders.
And is working with bidders. On the other road, Prinma
still owned the interest and still owns the interest
today at the tine of this hearing and therefore,
responsible and liable for its ownership. And Prima
is facing having its interest forced pool ed and
subjected to a devel opnent plan that Prinma has
determned to be flawed in its conception and its
presentation. It is the second road that brings the
parties here today before the Division.

In this case-in-chief, Prina wll
denonstrate to the Division that Avant's proposed pl an
with its well count of 12 wells, 4 wells in each bench
of the Bone Spring will overdevel op the unit,
resulting in the drilling of unnecessary wells, harm
to the reservoir, substantial financial harm and
detrinment to Prima as a working interest owner as wel
as a burden on other working interest owners in the
unit. Today, Prima's objection and its case-in-chi ef
focuses on the engineering and the technical
characteristics of Avant's devel opnent pl an.

Prima will show that Avant's plan is
flawed and therefore, ask the Division after review

and consi der of the evidence presented to deny Avant's
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pooling application as presented. Now, Avant has said

that Prima can -- because it only has a 2.75 percent

wor ki ng interest cannot dictate the terns of

devel opnent plan. But Prima would Iike to note that

it is the Ol and Gas Act that dictates the
devel opnent plan. And if the plan proposes
unnecessary wells, if it proposes waste, if
proposes a plan that violates correlative ri
Prima, with its working interest, has standi

object to that. Thank you.

THE HEARI NG EXAM NER:  You' re wel cone.
Ckay. Avant, when you put on your

case-in-chief, I'd |like you to focus on what

| ssues are here today. |If we don.t have an

there's not a issue in contention, then, you know,

your testinony will be filed through your exhibits.

We don't have to rehash what's al ready been

Okay. How many wi tnesses do
on calling?

M5. GRAHAM  Avant has three
t oday.

THE HEARI NG EXAM NER: Three
Oh, a | andman, a geol ogist --

MS. GRAHAM And a reservoir

expert.

its

ternms of a

drilling
it

ghts, then
ng to

t he

i ssue, if

filed.

you pl an

W t nesses

W t nesses.

engi neer
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THE HEARI NG EXAM NER: And a reservoir
engi neer. Ckay. Have all three been previously
gqual ified before the Division?

MS. GRAHAM Yes. M. Exam ner.

THE HEARI NG EXAM NER:  Good.
Excel | ent.

M . Savage, how many w tnesses do you
have?

MR. SAVAGE: For our case-in-chief we
have the one witness who's a reservoir engi neer and
drilling engineer. And then we have the | andman
avail able to address the questions.

THE HEARI NG EXAM NER: Ckay. And are
any of your witnesses here or are they all virtual ?

MR. SAVAGE: They are virtual.

THE HEARI NG EXAM NER: Ckay. That's
fine.

MR. SAVAGE: And they have not
testified previously.

THE HEARI NG EXAM NER: Nei t her one.

MR. SAVAGE: Neither one.

THE HEARI NG EXAM NER: All right. So
we'll need to get them qualified then when we get to
your case in chief.

Let's deal with exhibits as a
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prelimnary matter. Let's see how many of these
exhibits we can get admtted through stipulation. |
want to |l ook first at Avant's exhibits, then I'll | ook
at Prima's exhibits.

Now, Avant, when you filed your
exhi bits, what did you call your docunent?

MR. PARROT: We filed a pre-hearing
st at enent .

THE HEARI NG EXAM NER: Fine. And then
you attached all the exhibits to the pre-hearing
st at enment ?

MR. PARROT: Correct.

THE HEARI NG EXAM NER: is there one
pre-hearing statenent?

MR. PARROT: So we filed the exhibits
separately and then we filed rebuttal exhibits. So we
actually have two sets of exhibits that were filed.

THE HEARI NG EXAM NER:  Ckay.

MR. PARROT: Qur case-in-chief exhibits
and then our rebuttal exhibits.

THE HEARI NG EXAM NER: How wi || |
i dentify those docunents? Tell me what they're call ed
so | can find them

M5. GRAHAM M. Hearing Exam ner, the

exhibits were filed on August 14th.
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THE HEARI NG EXAM NER:  Ckay.

M5. GRAHAM And there's a cover page
titled "Notice of Supplenmental Exhibits.™

THE HEARI NG EXAM NER:  You know, the
way this | ooks, you can't see that so | don't know
where it is.

M. GRAHAM  Okay.

THE HEARI NG EXAM NER: | have to open
each one. So you said you have two filings. [Is that
correct?

MS. GRAHAM  There were the
suppl enental exhibits are filed | ast week and the
rebuttal exhibits filed today.

THE HEARI NG EXAM NER:  Ckay.

MS. GRAHAM Back when the case was
originally set for the June hearing, there were an
initial packet set then or filed then, which is why

t he exhibits packet filed |ast week is titled "Notice

of --"

THE HEARI NG EXAM NER:  Suppl enent al .

MS. GRAHAM  Yes.

THE HEARI NG EXAM NER: So then woul d |
| ook at all three -- well, I'"mnot going to | ook at
your rebuttal ones yet. So am | |ooking at two

docunents, one filed a while ago. ©h, supplenental is
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everyt hi ng?

M5. GRAHAM Yes, M. Hearing --

THE HEARI NG EXAM NER:  So, Freya, woul d
you del ete the exhibit package that was fil ed?

VWhen was the first time the exhibit
package was fil ed?

MS. GRAHAM It was filed on June 24th.

THE HEARI NG EXAM NER: June 24t h.
Freya, will you delete the June 24th filing to avoid
confusion with the suppl enental packet?

THE CLERK: Yes.

THE HEARI NG EXAM NER:  All right.

| have a "Notice of Suppl enental
Exhibits.” [It's a 238-page docunent. Does that
contain all of your exhibits except rebuttal exhibits?

M5. GRAHAM  Yes.

THE HEARI NG EXAM NER: That's what
you're seeking to admt now.

M5. GRAHAM  Correct.

THE HEARI NG EXAM NER: Very good.

M. Savage, do you have the docunent
that was filed at 9:12 a.m on August 14, the title of
it is "Notice of Supplenmental Exhibits"?

MR. SAVAGE: That was filed by Avant or
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THE HEARI NG EXAM NER:  Yes.

MR. SAVAGE: Yes. | have Avant's
anmended exhi bit packet that they sent to us.

THE HEARI NG EXAM NER:  Well, that's not
what it's called here. [It's called "Notice of
Suppl enrental Exhi bits" and it doesn't say anything
about amended exhibits.

M5. GRAHAM If | may, if M. Savage
were to click into the email, the title of the actual
docunent is "Notice of Supplenental Exhibits."
bel i eve when we emnil ed the version around to the
parties we just had put in the word anended there, but
It's not necessarily reflective of the docunent.

MR. SAVAGE: Okay. | believe I have
t he sane.

THE HEARI NG EXAM NER: You have. Ckay.
Is it a 238-page docunent, M. Savage?

MR. SAVAGE: Two-hundred and
thirty-eight page is correct.

THE HEARI NG EXAM NER:  Perfect.

MR. SAVAGE: Thank you.

THE HEARI NG EXAM NER: Ckay. So |I'm
| ooking to you to either object or stipulate to the
exhibits in this 238-page packet. There's a table of

contents on page 3. There's a volunme Exhibit A B, C
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and subparts D and subparts E and subparts and an
affidavit of publication |etter nunber F.

MR. SAVAGE: Ckay. So these exhibits
are, for the nost part, your standard exhi bits about
pool i ng, okay, so they need to present their pooling
case and we would object to it. So | don't object to
the | and exhibits, but I would |ike to cross-examn ne
the witness based on those exhibits at the appropriate
time. The geol ogy, we do not object to those
exhibits. And the engineering exhibits in here,
seni or geologist. Hold on just a mnute.

THE HEARI NG EXAM NER: | don't see a
reservoir engineer affidavit in exhibits.

MR. SAVAGE: Yeah, they're --

M5. GRAHAM They're at the very
bottom begi nning on --

MR. SAVAGE: Right. They're not in the
tabl e of contents.

THE HEARI NG EXAM NER:  That's what |
mean.

M5. GRAHAM  Well, and that's because
It was an anended suppl enmental --

THE HEARI NG EXAM NER: \What page nunber
do you want nme to go to?

M5. GRAHAM The affidavit begins on
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page 223 and the reservoir engineering exhibit slides
foll ow that.

THE HEARI NG EXAM NER: | see. So
affidavit of Shane Kelly, it's on page 223, M.
Savage. |It's not in the table of contents.

So did you mark these? They're not
mar ked?

M5. GRAHAM At the beginning of the
exhi bit packet where we identify the notice of
suppl enmental exhibits, we identified that there's an
addi tional Exhibit G

THE HEARI NG EXAM NER: Ch, G

MS. GRAHAM  Just because this was a
supplenent to that initially filed one back in June.

THE HEARI NG EXAM NER:  But nowhere is
it marked as Exhibit G?

M5. GRAHAM It is marked as Exhibit G
once you get to page like 229 where the slides begin.
The header is | abeled Exhibit G 1.

THE HEARI NG EXAM NER:  Ckay. But the
affidavit is not marked as Exhibit G  Because | don't
see it on here. If it's here, I'mnot seeing it.

MR. PARROT: M. Exam ner, you're
correct. The affidavit itself is not given an exhibit

nunber .
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THE HEARI NG EXAM NER: Ckay.

MR. PARROT: Avant did nunber every
si ngl e page --

THE HEARI NG EXAM NER: | see that.

MR. PARROT: -- in the exhibit packet
for hopefully ease of reference. So this would be
page AV00223.

THE HEARI NG EXAM NER: | do see that.
VWhat does AVO stand for?

MR. PARROT: Avant Operating.

THE HEARI NG EXAM NER: | see. And zero
-- oh, 223. | see. Ckay.

MR. SAVAGE, you have no objection --

fromwhat | understand so far -- and |let nme go back up
to the top, the table of contents here. 1|'m going
back up to page 3. So we have the checklist. |Is

there a objection to Exhibit A the pooling checklist?
MR. SAVAGE: No objection to that one.
THE HEARI NG EXAM NER:  Thank you.
Exhibit Ais admtted into evidence.
(Avant Exhibit A was received into
evi dence.)
THE HEARI NG EXAM NER: |s there

obj ection to Exhibit B, the file applications and

proposed notices of hearing?
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MR. SAVAGE: No. No objection to the
appl i cati on.

THE HEARI NG EXAM NER:  Exhibit B is
admtted into evidence.

(Avant Exhibit B was received into

evi dence.)

THE HEARI NG EXAM NER:  Now, you nention
that the | andman exhibits, of course you want to ask
questions to the | andman when they are testifying, but
the exhibits, there's no objection to Cand its
subparts?

MR. SAVAGE: That's correct.

THE HEARI NG EXAM NER: They're adm tted
I nto evi dence.

(Avant Exhibit C was received into

evi dence.)

THE HEARI NG EXAM NER: Exhi bit D and
Its subparts, the geol ogy.

MR. SAVAGE: Ceology is fine. Thank
you.

MR. PARROT: M. Exam ner, | apol ogi ze
for interrupting. Exhibit D, Avant is w thdrawi ng and
not seeking to admt into evidence so we can di spense
with Exhibit D fromthis packet.

THE HEARI NG EXAM NER: Ckay. So what
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|"mgoing to want is I'mgoing to want a new exhi bit

packet .

MR. PARROT: Under st ood.

THE HEARI NG EXAM NER:  You can call it
what ever you want to call it, but we're going to be
removing this one because it'll be just way too

confusing to have Exhibit G not | abel ed, not on the
table of contents and yet you're relying on it and you
don't want D in here and it's in here. So when the
hearing is over, you'll tell nme how nuch tinme you need
to revise this exhibit packet so it'll be the only
one, besides whatever rebuttals that nmay cone in,

it'll be the only one here. All right. So we're not
admtting D and its subparts.

MR. SAVAGE: M. Hearing Exam ner, |
may have an objection to that.

THE HEARI NG EXAM NER: Ckay. MWhat's
t he objection?

MR. SAVAGE: So | would like to know
why they're not admtting or using Exhibit D as
submtted with the original hearing packet. And |
think I understand that they're going to substitute
t hose exhibits with sonme new exhibits that they filed
as rebuttal exhibits. They filed geol ogy rebuttal

exhibits. | think that's inappropriate. And if
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that's the case, then | would object to that. W
don't object to Exhibit D --

THE HEARI NG EXAM NER:  Ckay.

MR. SAVAGE: -- and we would -- thank
you.

THE HEARI NG EXAM NER: | under st and,
M . Savage.

M. Parrot or Ms. Graham who's goi ng
to be answering that?

MR. PARROT: So | will be answering
t hat .

THE HEARI NG EXAM NER: Pl ease.

MR. PARROT: And if | amcorrect in
understanding M. Savage's objection, the objection is
not as to the renoval of Exhibit D but as to the
potential introduction of certain rebuttal exhibits.
So if | understand correctly, it sounds |ike the

obj ection should be overruled as premature and not

rel evant.

THE HEARI NG EXAM NER: So, M. Savage,
| understand your concern. | agree with M. Parrot
that they're going to present their case-in-chief. It

I's made up of whatever they want to make it up. |
have no control over how they present their evidence.

They will only be allowed to submt rebuttal exhibits
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I f they can show what | said earlier. And you can
object to those in any way that you want to and you
can offer your own rebuttal exhibits. But they're not
offering D so really there's nothing for ne to do
except to make it known to the court reporter that D
and its subparts are not admtted. They won't even be
on their exhibit packet and it's not part of their
case in chief.

MR. SAVAGE: Understood. W just have
not had tine to | ook at the rebuttal exhibits and
there may be discrepancies between the two that could
hi ghl i ght an i ssue.

THE HEARI NG EXAM NER: Maybe. Sure.

MR. SAVAGE: But, you know, based on
your explanation and it's understood.

THE HEARI NG EXAM NER:  Okay. Al
right.

So the objection is overrul ed.

So we're not asking about D. D is not
adm tted. E, notice of affidavit. Are there any
objections to Exhibit E?

MR. SAVAGE: This regards the notice

sent to the owners and we have no objection.

THE HEARI NG EXAM NER:  |'m sorry. |
didn't understand. |Is there an objection or is there
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not an objection?

MR. SAVAGE: No objection.

THE HEARI NG EXAM NER:  No obj ecti on.
Thank you.

Exhibit Eis admtted into evidence.

(Avant Exhibit E was received into

evi dence.)

THE HEARI NG EXAM NER: Exhibit F, the
affidavit of publication.

MR. SAVAGE: No objection.

THE HEARI NG EXAM NER:  Very good.

(Avant Exhibit F was received into

evi dence.)

THE HEARI NG EXAM NER: And now you
understand that Exhibit G begins on page 223. |Is
there any objection to Exhibit G and its subparts, the
reservoir?

MR. SAVAGE: We don't have an objection
to that.

(Avant Exhibit G was received into

evi dence.)

THE HEARI NG EXAM NER: Ckay. So what
will be marked as Exhibit G it's not yet, the
affidavit of the reservoir geol ogist and G 1 through,

what is It --
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M5. GRAHAM G- 8.
THE HEARI NG EXAM NER: G 1 through G 8

are the reservoir exhibits? Perfect. And they're all

mar ked?

M5. GRAHAM  Yes.

THE HEARI NG EXAM NER:  And of course
the affidavit will be marked as G when you submt this

in the future. Okay. Okay. W've dealt with Avant's
exhibits. Now, let's deal wth Ms. Savage's exhibits.

Now, M. Savage, how many different
documents am | going to be |ooking at for your exhibit
packet ?

MR. SAVAGE: |I'mpulling this up. W
have a small er hearing packet.

THE HEARI NG EXAM NER:  Sure.

MR. SAVAGE: And it looks like it's 19

THE HEARI NG EXAM NER:  Pages.

MR. SAVAGE: -- pages.

THE HEARI NG EXAM NER: Pages. |'I1
find it. Thank you.

MR. SAVAGE: And it's "Notice of
Amended Hearing Packet."

THE HEARI NG EXAM NER: | just have to

| ook to one docunent after the other so it's just the
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way it works here. | have a 19-page docunent filed
August 14th, 12:28 p.m, "Notice of Filing Anended
Hearing Packet."” |Is that what we're | ooking at now?

MR. SAVAGE: That's correct.

THE HEARI NG EXAM NER: Very good.

M. Parrot, did you | ook through this
docunent and the exhibits?

MR. PARROT: Yes, M. Exam ner.

THE HEARI NG EXAM NER: Very good. It
| ooks |ike the table of contents says page 3, Exhibit
A "Self-affirmed statenment of David Rhodes." |
suspect you have a CV for M. Rhodes sonewhere.

MR. SAVAGE: | do.

THE HEARI NG EXAM NER: Ckay. Very
good.

Is there any objection to Exhibit A on
page 37?

MR. PARROT: Sorry. One nonent.

THE HEARI NG EXAM NER: Mm hmm  Yeah.

MR. PARROT: No objection to the
exhi bit subject to Avant's right to cross-exam ne
M . Rhodes regarding his qualifications.

THE HEARI NG EXAM NER: \What did you
just say?

MR. PARROT: No objection --
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THE HEARI NG EXAM NER:  Yes.

that part.
MR. PARROT: -- from Avant
3, but Avant is reserving its right to cr
M . Rhodes about his qualifications.
THE HEARI NG EXAM NER: O
MR. PARROT: \Which are dis
Exhi bit 3.
THE HEARI NG EXAM NER: | u
MR. PARROT: Okay. Thank
THE HEARI NG EXAM NER: | u

| heard

to Exhibit

0SS-exam ne

cour se.

cussed in

nder st and.
you.

nder st and.

And the parties don't need to reserve the right to

cross-exam ne each other's witnesses. Th
we're here so --
MR. PARROT: Under st ood.
THE HEARI NG EXAM NER: - -

at's why

we don't need

to deal with that any longer. And then we have

Amended Exhibit A-1 which is titled "Interference and

Waste" on page 7. Any objection to that
MR. PARROT: No objection.
THE HEARI NG EXAM NER: No
Thank you.
And we'll admt themin a

M . Savage.

docunment ?

obj ecti on.

monment ,

And page 18, "Resune of Ron Solt."
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MR. PARROT: No objection.

THE HEARI NG EXAM NER: No obj ecti on.
Okay.

M. Savage, all of your exhibits, A,
A-1 and B are admtted into evidence.

(Prima Exhibit A and Exhibit A-1 and

Exhi bit B were received into evidence.)

THE HEARI NG EXAM NER: And that's all
there are. |Is that correct?

MR. SAVAGE: That's correct.

THE HEARI NG EXAM NER:  All right. Very
good.

MR. SAVAGE: At the very end of the
case-in-chief --

THE HEARI NG EXAM NER:  Who' s
case-in-chief? Yours?

MR. SAVAGE: Prima's case-in-chief, we
woul d Ii ke to address the special provision.

THE HEARI NG EXAM NER:  Ckay.

MR. SAVAGE: And | don't know if that
needs to be admtted as an exhibit or if it stands on
Its own to be discussed as part of the pre-hearing
st at enent .

THE HEARI NG EXAM NER:  It's just part

of the pre-hearing statenent so it doesn't need to be
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admtted into evidence.

MR. SAVAGE: Okay.

THE HEARI NG EXAM NER:  It's part of the
adm ni strative record.

MR. SAVAGE: Thank you.

THE HEARI NG EXAM NER:  Ckay. Let's get
your three witnesses sworn in now. WII| you have all
three witnesses cone up to that m crophone at the
W t ness stand, press the green button on the right.
It's the right button on the -- yeah, it'll turn
green. You'll see it.

M5. GRAHAM There you go.

THE HEARI NG EXAM NER: Wbul d you state
and spell your nanmes one at a tine and then we'll get
you sworn in?

M5. GUERRA: My nane is Sopha CGuerra,
first named spelled S-O-P-H1-A |last nane
G U E-RRA

MR. PAYNE: Joshua Payne, J-O S-H U A
| ast nane P-A-Y-N-E

MR. KELLY: And Shane Kelly, S-H A-N-E
and then K-E-L-L-Y.

THE HEARI NG EXAM NER: Ckay. And woul d
you all stand close to the m crophone again?

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

MULTI PLE SPEAKERS: Yes.

THE HEARI NG EXAM NER: Then | et the
record reflect all three witnesses affirned.

Okay. Please be seated.

M. Parrot, are you putting on the case
or is Ms. Graham putting on the case?

MR. PARROT: We will literally be
wor ki ng together to put on the case.

THE HEARI NG EXAM NER: Okay. Toget her.
Ckay. Very good.

MR. PARROT: Correct.

THE HEARI NG EXAM NER:  You' ve nade an
openi ng statenent. We have your exhibits admtted
into evidence. Which witness are you calling first?

MS. GRAHAM M. Examner, if | may
call Avant's first wtness, Ms. Cuerra, the --

THE HEARI NG EXAM NER: Pl ease.

Can you turn on the m crophone and
pl ease sit close to the m crophone and speak loudly so
It picks you up?

THE W TNESS: Oh, can | bring you
exhi bits?

THE HEARI NG EXAM NER:  Yeah, when you

Page 45

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

get over here, tell me what you have in front of you

THE W TNESS: COkay.

THE HEARI NG EXAM NER: -- so it's on
t he record what you have.

THE W TNESS: Yes. This is just our
exhi bit packet, which has been submtted, just for ne
to view in case there are specific questions that when
you would like to just reference.

THE HEARI NG EXAM NER: And the way we
deal with that here is two ways. Nunber 1, Counsel
w il put a page that they're referring to on the
screen so that everyone can see what's being referred
to. And if you do need to | ook at your book, please
ease say that, "I am |l ooking at Exhibit so and so on
page so and so," so there's a record of what you're
| ooking at to refresh your nenory.

THE W TNESS: Okay. WII do.

THE HEARI NG EXAM NER:  All right.

Ms. G ahant?

VWHEREUPON,

SOPHI A GUERRA,
called as a witness and havi ng been previously sworn
to tell the truth, the whole truth, and nothi ng but

the truth, was exam ned and testified as foll ows:
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DI RECT EXAM NATI ON

BY Ms. GRAHAM

Q Good norning, Ms. Guerra.

A Good nor ni ng.

Q WIIl you please state your full nanme for the
record?

A Yes. M nane is Sophia Guerra.

Q And by whom are you enployed and i n what

capacity?

A " ma professional |andman enpl oyed by Avant
Oper at i ng.

Q And have you previously testified before the

Di vi sion and had your qualifications accepted as an
expert in petroleum!land matters?

A Yes. | have.

Q Are you famliar with the application filed
in this case?

A | am

Q And are you famliar with the lands within
this proposed spacing unit?

A Yes. | am

Q Ms. Guerra, have you prepared witten
testinony in advance of today's hearing?

A | have. Yes.

Q And was that testinony marked as Exhibit C
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in the exhibit packet that was filed with the
Di vi si on?

A Correct. Yes.

Q Did you al so prepare sone exhibits in
connection with your testinony?

A | did. Yes.

Q And is it correct to say that those were
mar ked and attached to your affidavit?

A Correct. Yes.

Q Ms. CGuerra, we have for you Exhibit C1
through 9, but for efficiency, if | could have you
junp straight to Exhibit C4 on page 45. |f you could
pl ease discuss with the Division this exhibit.

A Yes. So Exhibit G4, shown on page 45, is
our summary of interest in the proposed Royal Oak 25
Fed Com Bone Spring unit. This shows all of the
working interest parties within the | ands conprom sed
into the Royal Oak unit, Avant and its fully owned
subsi di aries, which are Legion Production Partners and
Doubl e Cabin Mnerals. Those three parties own a
coll ective 41.8 percent working interest in the
proposed unit. In addition to the owned interest,
there are a handful of parties who have entered into a
joint operating agreenment with Avant and, therefore,

the total commtted parties, as well as Avant-owned is
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-- sorry, you just noved the -- if we could just cone
back up to page 45.

UNI DENTI FI ED SPEAKER: Oh, Janes, can
we go back?

THE REPORTER: Ch, I'msorry.

THE W TNESS: That's okay. Don't have
all the nunmbers sunmari zed.

So Avant and conmmtted parties equals a
total of 74.87 percent working interest. Also |isted
on this first page of the exhibit is the working
i nterest owned by Prima Exploration which totals 2.75
percent working interest.

BY M5. GRAHAM

Q Thank you, Ms. Guerra. And could you please
provide a brief description of Exhibits C-6, C7, and
C-8?

A Yes. So Exhibit C-6, which | believe begins
on page 56, is an exanple of the well proposal letter

that we sent to all working interest parties within

the unit. This particular letter shows the | egal
description of each well, as well as our target
formation. It also shows the general terns of our

proposed joint operating agreenment. On page 59 of the
exhibit, this is our ballot sheet that essentially

all ows each working interest party to pick and choose
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which wells they'd like to participate and it's not a
requirement to participate in every single well.

THE W TNESS: The next exhibit, which,
is it C7? Thank you.

So C-7 shows the authority for
expenditures for each proposed Royal Gak well. As M.
Graham nentioned earlier, we are proposing 12 Bone
Spring wells total for this unit. And that shows the
estimated cost for each well. And | believe you
wanted nme to touch on C-8 as well.
BY M5, GRAHAM

Q Just a brief introduction as to what that
exhibit is.

A Okay. Was perhaps C-8 the authority? 1 can
| ook at my book if we need to clarify.

Q Oh, that's correct, the proposal letters for
C-7 and the AFEs for C-8.

A Okay. Great.

Q Ms. Guerra, if | could next direct your
attention to Exhibit CG9. If we may junp to page 110
I n the exhibit packet. Could you please provide an
overview of Exhibit CG9 wth a special enphasis on the
slides begi nning at page 1107

A Yes.

THE WTNESS: |f we wouldn't m nd just
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poppi ng to page 110. | think we're one page early.
G eat .

So Exhibit C9 is the sunmary of
contacts that Avant Operating had with Prinma
Expl oration who has filed an objection to our proposed
unit. | won't go through every date 'cause there's
been quite a bit of communication, but this does show
t hat Avant has nmade good faith effort to work with
Prima to, in the beginning, enter into a voluntary
j oi nder agreenent and nore recently Avant has been
working with Prima to purchase their interest in this
unit.

So in early March, we sent wel
proposals to Prima and then for the next several
nont hs we wor ked through any questions that the Prina
| andman had as well as sent to JOA for their review
June 11th, on or around this date, we, Avant, was
alerted that Prima was marketing their interest
i ncluded in the Royal OGak unit. At that point Avant
i mmedi ately signed a confidentiality agreement with
Prima and we submtted a bid to purchase their
I nterest on June 21st. June 24th is when Prima fil ed
their first objection to the Royal Oak case.

On July 3rd Prima then accepted Avant's

of fer and a purchase and sal e agreenent began to be
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negoti ated. And there's several different dates there
that show all of the back and forth regarding that
purchase and sal e agreenent negotiations. Prinma did

I ndi cate that they would consider dropping the
objection if the PSA was com ng al ong nicely.

If we could junp to page 111, there's a
couple nore points I'd like to hit.

On July 17th, Prima email ed Avant a
| etter agreenent proposing Avant to pay an exclusivity
deal fee in order for the objection to be dropped.
Avant did not take this offer and we declined to pay
the fee and Prima maintained their objection to our
hearing. Throughout July, there were nore
negoti ati ons regarding the purchase and sal e
agreenent, but on the other hand, Prima then also
filed a notion to dismss this case. And |I'm sure
we've all seen the different filings and replies that
have been submtted. But the basis of their notion
was that Avant was unable to neet the drilling
requi rements in our application.

And npost recently, it is not noted on
here since exhibits were submtted prior to this date,
but | ast week | believe it was August 16th Avant again
sent a joint operating agreenment to Prima to try and

get a voluntary joinder agreed upon.
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BY M5. GRAHAM

Q Thank you for that summary, Ms. Guerra.
Sitting here today, do you adopt the testinony that
you pre-filed under Exhibit C and as Exhibit C 1
t hrough 9 as your testinony today?

A | do. Yes.

Q Ms. Guerra, having submtted this testinony,
do you have any corrections or nodifications or

changes in the testinony that was submtted as part of

Exhi bit C?
A No.
Q And can you affirmthe veracity of the

exhi bits and slides that you attached?
A Yes.

MS5. GRAHAM And with that,
M. Examner, | offer Ms. Guerra as a w tness.

THE HEARI NG EXAM NER: M. Savage.

MR. SAVAGE: Is it possible to renove
that screen right there just a little bit?

THE HEARI NG EXAM NER: Yeah. Would you
| ower that screen?

THE W TNESS: There we go. Now, | can
see it.

THE HEARI NG EXAM NER:  Thank you.

MR. SAVAGE: All right.
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CROSS- EXAM NATI ON

BY MR SAVAGE

Q Thank you, Ms. Guerra. Thank you for your
participation in today's hearing. | just have a
handful of questions | would like to ask. [If you
don't hear a question or a part of question, please do
not hesitate to ask nme to repeat it. And if you do
not understand a question, let nme know and I will be
glad to repeat it or rephrase it. Just sone questions

to confirma few things that were stated in the

openi ng statenent and also in your testinony. |It's

correct that Prima is -- | nmean I'mPrima. Avant is
drilling 12 wells in the unit and it is correct that
they are drilling it 4 wells per bench? And that

woul d be the first bench, the second bench, and the
third bench. Correct?
A Correct.

MR. PARROT: M. Exam ner, objection.
Qutside the scope of the direct. | believe Ms. Cuerra
did not testify as to the benching of the devel opnment
proposal .

THE HEARI NG EXAM NER: M. Savage?

MR. SAVAGE: | believe that the
exhibits that were exhibited, that she attested to

address how the wells were proposed, the depths, the
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depth variations, the nunber of wells, the AFEs,
described the wells. | just wanted to confirm
They' ve already admtted to it in the opening
statenment so | was just confirm ng that.

THE HEARI NG EXAM NER: And again, |'m
sorry. But the opening statenment was not part of

Ms. Guerra's testinony. W do have, however, an

engi neer who will be happy to answer questions about
benchi ng.

MR. SAVAGE: |'Il rephrase the
guesti on.

THE HEARI NG EXAM NER: Ckay. Why don't
you wait until | make a decision about the objection
before you --

MR. SAVAGE: Ckay. M apol ogies.

THE HEARI NG EXAM NER: The objection is
sust ai ned.

MR. SAVAGE: Okay.

THE HEARI NG EXAM NER:  Mbve on.

BY MR SAVAGE

Q Ms. Guerra, your AFEs indicate you're
drilling 12 wells --

A Correct.

Q -- in the unit. Okay. And your wel

proposal s show vari ations of depths for those 12
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wells. |Is that correct?

MR. PARROT: |I'mgoing to re-raise the
objection. It's the sanme question in a different
form M. Guerra did not testify about well depth.
She sinply testified that there were AFEs sent and
that these are the AFEs that were sent.

THE HEARI NG EXAM NER: M. Savage, |'m
going to sustain the objection again. If you would
confine your questions to the affidavit or any of the
exhibits that this witness has attested to, that would
be proper. Qutside of that, you m ght have to wait
for another wtness.

MR. SAVAGE: Okay.

THE HEARI NG EXAM NER: Thank you.

MR. SAVAGE: Just to point out that she
did submt the well proposals and the well proposals
do list the depths.

THE HEARI NG EXAM NER: Can you point to
an exhibit, please? Because if that's the case, then
-- give ne a page nunber of the 238 when you get to
it.

MR. SAVAGE: Yeah. [|I'mgoing to. The
wel | proposals are | believe -- here we go. Page, for
exanpl e, 56.

THE HEARI NG EXAM NER: Fifty-six, hold
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on.

MR. SAVAGE: This is a --

THE HEARI NG EXAM NER: Ckay. | have a
-- is this |l abeled as an exhibit? This is Avant's
page 56. Oh, Exhibit C-7. So are you questioning her
based on this?

MR. SAVAGE: M. Hearing Exam ner, |
was just trying to get a confirmation on the nunber of
-- the depths of the wells. The well proposal lists
some wells at 18,800 feet, other wells at 19,973 feet,
20, 000 so obviously there are different benches being
addressed in this well proposal. |'m not asking any
techni cal questions, just that the nature of the
devel opnent, as proposed by land, is that it'd be 12

well's and that they are different benches.

MR. PARROT: M. Examner, I'mgoing to
object to the testinony of counsel. This is testinony
fromcounsel. He is testifying as to Avant's

exhi bits, the exhibits speak for thenselves. The
witness testified that these were the exhibits that
were sent and that was the limt of her testinony.
Counsel is welcone to ask questions of our engineering

wi tness that pertain to the benching and depths of the

wells. We will have a witness who can address those
sorts of technical issues, but |I'd ask that counsel's
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testi nony be struck. The exhibits do speak for

t hensel ves.

THE HEARI NG EXAM NER:  Ckay. Well, I'm
still dealing with the first objection so before we
nove to the second objection, I'm|ooking at this

|l etter that is | abeled Exhibit C 7.

And, M. Savage, you're saying that
this exhibit shows that there are 12 wells?

MR. SAVAGE: That is correct.

THE HEARI NG EXAM NER: Ckay. And this
|l etter is comng in under your witness, M. Parrot, so
a question such as, "Are there 12 wells," it's obvious
fromthis docunent that she can testify to that. |If
we get into engineering details about the wells, then
| think it's outside the scope of this exhibit.

MR. SAVAGE: Wuld it be appropriate to
ask if the wells are benched at various depths based
on that?

THE HEARI NG EXAM NER: | f that
information is in this witness's exhibits, then you're
able to. So yes. And you ask whatever question you
want. |If there's an objection, then I'll field it.

So that objection is overruled. You can ask that
guesti on.

Now to the second objection M. Parrot
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rai sed, which was striking a question that was asked
and then sonme di scussion, that's not evidence.
There's nothing to strike here. W're just having a
di scussi on about the objection. He's responding to
your objection. So none of this is evidence. Wat's
evidence is sworn testinmony, it's the exhibits. And
so that objection's overruled. So |I've overruled both
objections. But, M. Savage, please keep your
questions to the scope of the direct testinony that
you can glean fromthe exhibits and fromthe sworn
testinony. Please --

MR. SAVAGE: Yep. Thank you.

THE HEARI NG EXAM NER: -- ask your
guesti on.

MR. SAVAGE: Okay.
BY MR. SAVAGE:

Q So, Ms. QGuerra, is it correct that there are
12 wells per unit?

A In the proposed we're | ooking at -- that
we' re di scussing today, yes, 12 wells.

Q And in the well proposal that you submtted
as an exhibit, those wells are positioned based on the
description of the well proposal at different depths.

A Correct.

Q Ms. Guerra, |ooking at your Exhibit C 8
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AFEs, are these are your AFEs for the wells?
A Yes.
Q Okay. And in looking at these, is it

correct to say that each well in the Bone Spring costs
approximately $11.6 mllion?
A |'"d have to | ook through each one, but the

one that's displayed here for the 301H, that is
correct.

Q Ckay. Thank you. Isn't it true that the
deeper wells, as you drill deeper wells in the Bone
Springs, the ones drilled into the third Bone Spring
woul d be nore expensive than the shall ower ones?

MR. PARROT: | apologize. | have to
object. This is outside the scope of |and testinony.

THE HEARI NG EXAM NER: Don't apol ogi ze,
M. Parrot. Just say, "Objection,” and state the
basis for it.

MR. PARROT: Yes, sir.

Obj ection. Qutside the scope of direct

THE HEARI NG EXAM NER:  Sust ai ned,
M . Savage.
MR. PARROT: Thank you.
BY MR. SAVAGE:
Q Could you confirmthat all the AFEs are
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$11.6 mllion?

A | cannot confirm but | could check and

confirmin a noment.

Q Woul
t hrough and |

wel | ?

Asked and answer ed. The witness said she can | ook --

you want her t

give her a mn

what page you'

| ooki ng at Exh

Just a nmonent.
witness is | oo
| ogi stical que
M. Savage's c
and |l et himsh

to share your

woul d, vyes.

d you agree if | -- that |I've | ooked

see that they are $11.6 mllion per

MR. PARROT: |'m going to object.

THE HEARI NG EXAM NER: M. Savage, if

0 answer your question, why don't you
ute to | ook through her docunent?

Just tell us what you're | ooking at and
re | ooking at, please.

THE W TNESS: Yeah. |[|'mgoing to be
ibit C8 1 believe, which is the AFEs.

MR. PARROT: M. Exam ner, while the
ki ng through our exhibits, just a
stion. Guven that it is currently
ross, should | stop sharing ny screen
are his screen?

THE HEARI NG EXAM NER: Woul d you prefer
screen?

MR. SAVAGE: At certain points, |
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certain points.

to share your screen at sone point, then just take

over the screensharing for now so you can ki nd of

st eer.

that's done.

that 1t's

Thank you.

AFEs, but

BY MR, SAVAGE:

Q O the 12 wells, every well is listed -- is
it correct that every well is |listed as about $11.6
mllion?

A No.

Q Okay. Pl ease explain.

A The 301H t hrough 304H are approxi mately
$11.6 nmllion each. The 501H to 504H are $11.69

THE HEARI NG EXAM NER:  You woul d. At

MR. SAVAGE: Yes.
THE HEARI NG EXAM NER: I f you're going

VR. SAVAGE: Yes.
THE HEARI NG EXAM NER: | don't know how

Freya, do you have to tell the system
now M. Savage or does he just take over?
THE CLERK: He just takes over.
THE HEARI NG EXAM NER:  Ckay. Perfect.
Thank you.
THE W TNESS: Okay. |'ve reviewed the

l'"d Iike you to repeat the question, please.
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mllion each as estimated cost. And then the 601H
t hrough 604H are approximtely $11.7 mllion each.

Q Okay. Thank you for that clarification. So
they're in that range. In that range. Do you agree?

A Yes.

Q Yeah. Thank you. I'mgoing to ask you to
| ook at your exhibit where you have the interactions
wth Prinma.

THE HEARI NG EXAM NER: M. Savage, are

you going to take us there?

MR. SAVAGE: | am Just as soon as |
find it.

THE WTNESS: It's Exhibit C9, further
up. | believe page 110.

BY MR SAVAGE:

Q So in your testinony, did you say that the
notion to dism ss addressed only the objection of not
being able to neet the drilling requirenents?

A If you wouldn't m nd noving to page 11,
think that's where that point is. And | don't believe
| said the only objection was that.

Q Okay. Then did Prim nmake anot her objection
within that notion as a reinforcenment of not being
able to neet the drilling requirenments?

A | don't recall
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Q It seens that one of your -- is it correct
that one of your objections or one of your coments in
the summary of contacts with Prinma is that Prim has
the -- their interest or 2.75 percent working interest
on the market?

A Can you repeat the question?

Q In your sunmary of contacts you point out --
Is it correct that you point out that one of your
statenents is that Prim has their interest on the
mar ket ?

A Yes. | believe that Avant believed that
Prima had placed their interest within the Royal Oak
unit on the market.

Q And is there a concern or an issue there
with placing an interest on the nmarket?

A No concern. The reason it was added to this
sunmary is to show that Avant nade a good faith effort
to contact Prinma i mediately.

Q And has Avant sent back the -- you stated
t hat Avant received the purchase sale agreenent. |Is
that correct?

A | believe yes. | believe Avant sent the
first copy to Prima though.

Q Did Prima redline and send back a copy?

A | believe so to ny know edge.
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Q Has Avant, in their good faith exchange as
you point out, have they reciprocated and sent that
copy back?

A Pl ease, can you scroll down a little
further? Sorry. Yes.

Q And where does the negotiation stand at this
poi nt ?

A You know, |I'd have to ask our | and manager,
or sorry, our VP of |and who has been working with
Prima's | and manager primarily. | do know there has
been sone di scussion this week regarding the PSA.

Q But nobody has agreed to anything at this
poi nt .

A A contract has not been signed.

Q Contract has not been signed. Do you

consider it bad faith on Prima's part to market their

I nterest?
A No.
Q It is correct that you pointed out that one

of the objections that as part of the notion was Avant

not being able to conplete its drilling requirenments?
A Can you repeat the question?
Q You pointed out -- is it correct that you

poi nted out that one of the objections Prim had in

this notion was not being able -- was Avant not being
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able to conplete its drilling requirenments?
A Yes.
Q Avant is an asset managenent conpany. |Is

t hat correct?

A We're an operator.
Q And what's the -- is the scope of -- so the
scope of your activities include drilling and

devel opi ng assets?

MR. PARROT: (Objection. OQutside the
scope of direct. There is no testinony as to the
scope of the conpany's activities.

MR. SAVAGE: W thdrawn. W thdrawn.
"1l wthdraw the question.

THE HEARI NG EXAM NER:  Sust ai ned.

BY MR SAVAGE:

Q Is there a possibility that Avant woul d not
drill the initial wells or the wells proposed in the
Royal QGak devel opnent plan that's being pooled? 1Is it
possi bl e that Avant would not drill those?

MR. PARROT: Objection. Calls for
specul ati on.

THE HEARI NG EXAM NER: M. Savage?

MR. SAVAGE: Yes.

THE HEARI NG EXAM NER:  What's your

answer? You're calling for speculation as the
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obj ecti on.

MR. SAVAGE: Correct.

THE HEARI NG EXAM NER: What's the
questi on agai n?

MR. SAVAGE: The question is: is there
a possibility that Avant would not drill the Royal Oak
wel | s as proposed?

THE HEARI NG EXAM NER: And the way |'m
going to |l ook at this objection is is this within the
scope of this expert's qualification as a | andman.
Are you arguing that it is?

MR. SAVAGE: No. I|'Il w thdraw that
gquestion. Let nme try to rephrase that.

THE HEARI NG EXAM NER: Thank you.

So sust ai ned.

BY MR SAVAGE

Q Has Avant ever submtted an application, a
pool i ng application, in which they propose a
devel opnent plan of a nunber of wells and then not
devel oped then? Did not drill them

MR. PARROT: (Objection. Not relevant.
Qut si de the scope of direct.

THE HEARI NG EXAM NER: M. Savage.

MR. PARROT: We are tal king about a

specific unit with specific wells and we are not
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tal ki ng about the entire history of the conpany. That
is irrelevant and it's also not in any way --

THE HEARI NG EXAM NER: | under st and,
M. Parrot. | understand.

MR. PARROT: Thank you. Sorry.

THE HEARI NG EXAM NER: We can keep it
sinple. | get it.

MR. PARROT: Under st ood.

THE HEARI NG EXAM NER: M. Savage, your
coment .

MR. SAVAGE: So the witness brought up
the notion in which we objected. One of our
obj ections was that Avant will not be able to drill
the wells as proposed. They -- they -- they presented
the plan which they have stated is a standard plan and
t he expectation and anticipation is that they woul d
easily be able to drill all these wells. Okay? So it
woul d be relevant and material if in the past, and it
can be limted to the recent past, in fact, it could
be limted to this particular prospect that they're
devel opi ng, that to show that if they have not
conpleted drilling wells that they had proposed, that
woul d be very rel evant.

THE HEARI NG EXAM NER:  Ckay. So why

don't you ask your question with those paraneters and
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"1l overrule the objection?

MR. SAVAGE: Okay.
BY MR. SAVAGE:

Q Ms. Guerra, based on the particul ar prospect
bei ng devel oped within 2023, 2024, has Avant submtted
pooling applications within this devel opnent area in
which it has not proposed wells in a unit but did not
conplete -- a drilling conplete the wells?

MR. PARROT: (Objection. This is in no
way shape or formrelevant to any of the testinony
that Ms. Guerra offered in her direct. Additionally,
we are not tal king about units outside the scope of
the unit proposed in Docket No. 24544. |If M. Savage
desires to show a pattern of sone kind of
non- devel opnent with his own w tnesses, he can
certainly do that, but this is not relevant to this
witness's testinony and it's also not relevant to this
hearing. I1t's also dangerously close to violating the
comm ssion's order on the notion in which it was nade
clear that an objection based on an inability to
submt a developnent plan is not relevant and will not
be the basis for dism ssing an application.

THE HEARI NG EXAM NER: M. Savage.

MR. SAVAGE: | would ask the Hearing
Exam ner to go to Exhibit G5, page 233. That gives
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the scope of their devel opnent area. The applications
that | would like to ask about fall within -- the
| egal description falls within that devel opnent area
and they are offset to the current units under
eval uation. They brought up the issue that one of the
objections of Prima is that they would not -- that
Avant woul d not be able to neet the drilling
requirenments. This is directly relevant to that
question and that issue. | don't understand the other
part of the objection that we are outside the scope of
the order. The order, you know, allows us to present
our case-in-chief and our case-in-chief is the
over devel opnent issue.

THE HEARI NG EXAM NER: So, M. Savage,
you referred to Exhibit G5. Right?

MR. SAVAGE: Correct.

THE HEARI NG EXAM NER: And t hat cones
I n under a different witness. Don't you think it
woul d be better to ask that question to that w tness
and not this w tness?

MR. SAVAGE: It would, but it's part of
t he package and it shows the scope of their prospect.

THE HEARI NG EXAM NER: How does her
expertise is a |landnman go to your question? Howis

your question wthin her expertise?
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MR. SAVAGE: So as | understand, the
| andman -- Avant proposes a pooling application. Most
of that is drafted and executed with the counsel's
assi st ance. Counsel submts it, but it is initiated
within the purview of the | and expertise and they
decide -- land decides on the initial wells and the
number of wells. That's all part of the devel opnent
plan. That's presented upfront. |If there's an
application and then they are arguing that, as I

understand, that Prim has objected to Avant's ability

to drill the proposed wells, required wells, they are
claimng that they can and they will. If there's an
exanpl e where they have not, | think that's rel evant

and material .

MR. PARROT: M. Exam ner, may |
respond?

THE HEARI NG EXAM NER: | have your
objection. [|'ve now understood the response and now
l"mtrying to decide whether this is the proper
witness for this question. And the question
succinctly is what again?

MR. SAVAGE: The question is: given

that Avant has said that it -- has presented itself as

being able to drill all the initial wells or wll

drill all the position of wells, is there an exanple
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where they have proposed in an application where they
proposed a nunmber of initial wells and then have not
conpl eted that and have not drilled them have not
conpl eted the devel opnent pl an?

MR. PARROT: M. Exam ner, | may be
able to assist you in figuring out which witness is
best suited to answer this |ine of questioning. | can
give you a little preview of what our other w tnesses
are going to talk about.

THE HEARI NG EXAM NER:  Yeah, thank you,
M. Parrot, | don't need any help right now Thank
you.

MR. PARROT: Understood. Thank you.

THE HEARI NG EXAM NER: M. Savage, the
guestion is not appropriate for this witness. | think
your question is appropriate for the petrol eum
reservoir engineer, but | don't think it's appropriate
for the andman. | also think that the question is in
itself irrelevant because the circunstances that
anot her devel opnment plan is not executed is really
outside the scope of today's hearing. |f you have
evi dence that you want the Division to consider on why
this devel opnent plan is not appropriate to be
approved, it's your right. But | think asking a vague

question |ike that, because we don't know -- we're
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going to go down sone rabbit hole on why didn't that
happen and is it simlar to this here and is it not
simlar.

So thank you, M. Parrot, but the
objection is sustained. Let's nove on.

MR. SAVAGE: Ckay. Thank you,

M. Examner. | think that would conclude then ny
quest i oni ng.

THE HEARI NG EXAM NER: Thank you, sir.

Let ne go to our technical exam ner.

M. MC ure.

MR. FELDEWERT: M. Exam ner.

THE HEARI NG EXAM NER: Hi, do you have
a question, M. Feldewert?

MR. FELDEWERT: | do. And | apol ogi ze.
| didn't expect to have any and | had to put on back
my tie. But | do -- sonmething that canme up, | do need
to ask Ms. Guerra about if | may.

THE HEARI NG EXAM NER:  Yes. Pl ease
proceed. | didn't expect you to have a question.

MR. FELDEWERT: | didn't either.
Perhaps it'd be quicker if | can share ny screen.

THE HEARI NG EXAM NER: Yes, pl ease.

MR. FELDEWERT: Thank you. | should be

sharing now.
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CROSS- EXAM NATI ON
BY MR FELDEWERT:

Q Ms. Guerra, |'m|l ooking at your exhibit
package and on page 45 of your 238-page exhibit,
Exhi bit C-4.

A Correct.

Q And what caught ny attention is when |I go
about hal fway down, | see that you have an entry there
that's COG Operating has signed a JOA

A Yes.

Q And then when | go to page 52, it seens to
I ndi cate that COG is being conpul sory pooled. Okay?

A Yes.

Q And then if | go to your remaining exhibit
dealing with your discussions with pooled parties,
there's an entry in there for COG So here's ny
ultimte question. |Is COG being pooled here or have
you reached an agreenment with COG for this case?

A We have reached an agreenment with COG for
this case. |If | could clarify, if you go back up to
t he, what was it, page 45, the beginning of Exhibit
C4 --

Q Yes.

A -- SO -- yes. So on the top left, this is

the summary of interest for the Royal Oak 25 Fed Com
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Bone Spring wells. And we did enter into a JOA with
COG for this case, which is the case we're discussing
t oday, nunber 24544. The second page that you showed,
| believe |like 52 or -- or so --

Q Yeah. Let ne get there.

A So this is a separate exhibit, Exhibit C5.
And at the top left, this shows that this is for our
Wol fcanmp unit which was al ready taken under
advi senent. We are not discussing this case. The
case nunber is actually a different case number. And
for what it's worth, we do have a JOA in place today
with COG for this unit. So we do not consider COG a
pool ed party in either case.

Q In either case, 24544 nor 24543.

A Correct.

Q Okay. Well, that's very helpful. And
that's news to ne so | appreciate that clarification.

A Okay.

MR. FELDEWERT: That's all the
guestions | have. Thank you.
THE HEARI NG EXAM NER: COkay. Thank
you.
Are there any other parties with

guestions before | turn to our technical exam ner?

Thank you.
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M. MC ure.

THE TECHNI CAL EXAM NER: Thank you,
M. Hearing Exam ner. | do have a quick question for
Ms. Guerra.

THE HEARI NG EXAM NER: M. MC ure, we
can't hear you. You' re nuted.

THE TECHNI CAL EXAM NER:  Onh, |
apol ogi ze. Hopefully you heard that | guess | do have
guestions so M. Hearing Exam ner, thank you.

THE HEARI NG EXAM NER: | heard that.
Yes.

THE TECHNI CAL EXAM NER: And then |
guess | nust have muted nyself. Ckay.

Ms. Guerra, if | can direct your
attention to page 56 of 238.

MR. PARROT: M. Exam ner, would you
| i ke us to put the exhibit on the screen?

THE HEARI NG EXAM NER:  Woul d you?

M. MCure, we're getting counsel to
put the page up on the screen.

THE TECHNI CAL EXAM NER:  Onh, very good.

And actually let ne just ask so | nean
back to page 58, not page 56.

MR. PARROT: |s that the page you're
| ooking for, M. MC ure?
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THE TECHNI CAL EXAM NER:  Yes, sir.
That is.

MR. PARROT: Thank you.

THE TECHNI CAL EXAM NER: That is
correct, M. Parrot.

Ms. Guerra, what is the overhead rates
that Avant is asking for here?

THE W TNESS: The overhead rates are
stated under the JOA general provisions, 10,000 for
drilling and 1,000 for producing | believe.

THE TECHNI CAL EXAM NER: Okay, now, in

this case, let's see if | can pull your attention back
up. | believe in your affidavit, it may have it. Let
me -- ny own tab as the other page here. | think page

22. Yeah, your paragraph 16, what does this reference
for the overheard rates that Avant is requesting?

THE WTNESS: It would be ny
understanding that this is referenced to the rates
that would be included in the order granted by the
Di vi si on.

THE TECHNI CAL EXAM NER: Okay. So from
the Division and it calls for a pooling order or
application, excuse ne, Avant is requesting this 8,000
per nmonth while drilling and 800 per nonth during

operations. |s that correct?
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THE W TNESS: That is correct.
THE TECHNI CAL EXAM NER:  Okay.

you. No nore questions, M. Exan ner.

Thank

THE HEARI NG EXAM NER: Thank you.

M. Parrot, any redirect?
MR. PARROT: Very brief.
REDI RECT EXAM NATI ON
BY MR, PARROT:

Q Ms. Guerra, do you recall Prima's statenents

that the AFEs for all 12 wells were comng in at

approximately 11.6 mllion?
A | do recall that statenent. Yes.
Q And do you recall clarifying that there were

three at 11.6, three nore at a higher nunber

t han

that, three nore at a higher nunber than that?

A If I did say three, then | was m staken. I

shoul d have said four.

Q Okay.

A 'Cause there are four wells at the 11.6 and

t hen so on and so forth so --
Q Ckay. Can we just direct your
the AFE for Royal Oak 25 Fed Com O006H wel

238 of the exhibit packet? And can you tell

the AFE shows for this particular well?

A It shows 12.9 mllion, however,

attention to

page 97 of

me what

- i f |
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could clarify.

Q Pl ease.

A The AFEs for 006H, 007H, 008H, and 0O09H are
for the Wil fcanp wells which again are a part of case
24543 | believe and therefore not prevalent to the
case we're discussing today.

Q Perfect. Thank you for making that
clarification. So with regard to the AFEs that were
sent for just the Bone Spring wells, is it fair to say
that there's a variation in the well cost as shown on
the AFEs that were submtted as part of your exhibits?

A Yes.

MR. PARROT: Thank you. No nore
guesti ons.

THE HEARI NG EXAM NER: M. Savage, is
there a recross on that question?

MR. SAVAGE: No. There's no recross on
that. Thank you.

THE HEARI NG EXAM NER:  Ckay.

And M. MClure, is there anything
further for this wtness?

THE TECHNI CAL EXAM NER:  Not hi ng here,
M . Hearing Exam ner.

THE HEARI NG EXAM NER:  This witness is

excused. Thank you.
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THE W TNESS: Thank you.

THE HEARI NG EXAM NER:  Thank you.

VWho do you want to call for your second
W t ness?

M5. GRAHAM M. Examiner, at this tine
we'd like to call M. Shane Kelly.

THE HEARI NG EXAM NER:  Kel ly, pl ease
turn the m crophone on and stay close to it and speak
| oudl vy.

THE W TNESS: Al righty.

VWHEREUPOQN,
SHANE KELLY,
call ed as a witness and having been previously 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 M5, GRAHAM

Q Good afternoon, M. Kelly. Can you please
state your full name for the record?

A Shane Kel ly.

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

A "' m enpl oyed from-- by Avant Nat ural
Resources as the VP OF engi neering.

Q And have you previously testified before the
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Di vi si on and had your qualifications acc
in matters of reservoir engineering?

A Yes. | have.

Q Are you famliar with the appl
this case?

A Yes.

Q Have you conducted a study of
engi neeri ng?

A Yes.

epted as those

ication in

reservoir

Q M. Kelly, have you prepared witten

testinmony in advance of today's hearing?
A | have.
Q And was that marked Exhibit G

packet that was filed with the Division?

A | believe it will be. Yes.

Q Did you al so prepare sone exhi
connection with your testinony?

A I did.

Q And is it correct to say those

and attached to your affidavit?

A Yes. They are.

Q And, M. Kelly, may | have you
t hr ough your exhibits?

A Sur e.

Q Wth Exhibit G1

in the exhibit

bits in

wer e mar ked

pl ease wal k
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A Yeah. Starting with G1 I think page 229,
this is our current rough devel opnent tineline for the
Royal QGak unit. Obviously, depending on pooling
approval and such dates, but we do plan to start with
four wells, three Bone Spring wells. Right now our
estimate by date is February 4th, but obviously that
-- that is up to change dependi ng on pooling approval.
After those three wells, we do plan on com ng back in
and trying to -- to drill the rest of the section to
mtigate waste and any kind of depletion effects from
the first three wells. So we currently have those
schedul ed i n about six nonths after, which is pretty
standard for what Avant likes to do in these types of
devel opnent packages to prevent any kind of waste and
-- and get the best well as possible.

Q Thank you, M. Kelly. Can we please nove to
Exhibit G 2?

A Yes, so G2 is just the current pad | ayout.
We do have two pads laid out currently. Pad 2 is
already built and ready to go for when approvals cone
in. We can nove a rig there as soon as possible. W
have set these pads up so that we can put multiple
rigs on the pad if need be. W do have two rigs
running in New Mexico currently with plans to go up in

ri gs begi nning of next year so having nore wells to
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drill is a good thing as we, you know, up our rig
count .

Q And, M. Kelly, if you may, just feel free
to proceed presenting Exhibits G 3 through G 9.

A Sure. G 3 is our current gas takeaway
solution. If -- you may not be aware, but up in this
area, it is quite tough to get gas on pipe which is
pretty essential to having | arge devel opnent package
cone online. W are -- we have an exclusive deal with
Nort hwi nd where they have agreed to cone up to Royal
Oak by February with pipe capable of produci ng upwards
of 12 wells at a tinme. So this plan has been in place
for along time. W've known we want to develop this
unit in this mtter and so we put the necessary steps
in place to get a pipe in the ground. The next page |
think covers our water system Again, water is a very
tight up in this area so we as a conpany took it upon
ourselves to go out and build two separate facilities.

These are recycle facilities with 1.5
mllion barrel ponds at each facility. W currently
have one recycle facility up and running. The second
recycle facility will be up and running late this
year, but the pond' s already in place and are
currently taking water in preparation to reuse that

water for frack purposes at Royal Oak so that's our
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water system And then | think the next page we'll go
through this is Plains Oyx Pipeline. They're also
under contract with a dedication to Avant and they --
we give them seven nonths' notice and they have to put
pi pe in the ground to each unit and they have already
acquired right away or currently in progress of
building line to Royal QGak for devel opnent early next
year.

The next slide, it's just about Avant
t oget her, you know, we've got over 100 years of
experience. W' ve all been working together for a
long time. We've had two rigs running in the Basin
for -- for nore than half a year and one rig running
full-time for about a year and a half now. W' ve
drilled over 650 wells in the Perm an Basin al one as a
conpany. W have a |l ot of experience in this area and
we understand a |lot of pitfalls that come with
producing up in Northern Lea County. Exhibit G 7,
slide 235 is just our annual drilling activity.

As | kind of nmentioned briefly before, we
started with our drilling programin 2021 to drill our
first wells at Golden Tee. We then took a little tinme
off, drilled the second package there as we acquired
acreage and now to this day we've drilled over 60

hori zontal wells. And like |I said, we picked up that
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second rig here late in April and we've had that
running for -- since then. And then the next slide,
just kind of our recent drilling perfornmance on our
days, you know, we have ten wells at two mles and the
Bone Spring with that 4-string design, this cones in

t he potash areas of the Basin where you do have to add

an extra stream of casing. Royal Oak falls outside

that. We're -- we'll be a -- casing design for nost
of our wells and you can see our -- our current
results at a mle and a half and -- and a mle.
Drilling under ten days for -- for those mle wells so
nore than easy enough to -- to drill on big packages

like this at two mle laterals and in short tinmefranes
with the way our rigs are running right now.

There's a pad that we are currently working
on, the Sandra Jean. W're actually there drilling 16
wells at one tinme. Again, this is to prevent any Kkind
of waste out of the section. W don't want to deal
with any kind of depletion effects that could happen
with our spacing patterns. And you can see our
aver age days per well on these are right over 11 days,
close to 12 days on -- on the first pad that we did
t here.

And the Cutbow is our last two mle wells

that we drilled in the Basin and this is under that 4-
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stream design so you can add a little bit of tine

t here when you have to add in that extra stream of
casing, but still averaging around the 13 to 14 day
mark per well so -- next exhibit, G8, is just again
showi ng what | nentioned previously on the Sandra Jean
package. We cane in, we drilled five wells in three
di fferent benches, testing the production in those

t hree benches and how we want to nove forward and t hen

canme back in and we're drilling the rest of those
three benches, nuch |like we're -- we're going to do at
Royal QGak. In this case it's 16 wells that we'd have
to cone in and -- and offset.

At Royal Oak, we're going to cone in with
nine after the initial three so nore than capable
doing this type of design that we proposed and wel |l
within the year pooling order that we received. |
believe that is the last slide. Yes.

Q Thank you, M. Kelly. And sitting here
t oday, do you adopt the testinony that you pre-filed
as Exhibits G-- G1, Gthrough 9 as your testinony
t oday?

A Yes.

Q M. Kelly, having submtted this testinony,
do you have any corrections, nodifications or changes

to the testinony?
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A No. | do not.

Q And can you affirmthe veracity of the
exhibits and the slides that you' ve attached as
Exhibit G?

A Yes.

M5. GRAHAM And with that,
M. Examner, | tender M. Kelly as a witness and nake
hi m avai |l abl e for cross.

THE HEARI NG EXAM NER: M. Savage.

MR. SAVAGE: Thank you, M. Hearing
Exam ner.

CROSS- EXAM NATI ON

BY MR SAVAGE:

Q M. Kelly, thank you for your tinme and
participation today in this hearing. As with
Ms. Guerra, | just have a handful of questions. And
I f you don't hear a question or part of a question,

pl ease do not hesitate to ask nme to repeat it. And if

you do not understand, please do not -- let ne know
and I'Il be glad to repeat or rephrase it. So,

M. Kelly, I''mlooking through your engi neering

exhi bits and you have exhibits that show -- is it

correct you have exhibits that show Avant can dril
hi gh density benches in high density units?
A Correct.
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Q Correct. And is it fair to say that
drilling higher density benches and high density unit

costs substantially -- costs substantially nore than
drilling | ower density benches and units?

A Costs, just pure cost?

Q Pure cost.

A Yep. Moire wells equals nore noney.

Q In your Exhibits G3, G4, and G5, you

focused on infrastructure requirenments for the
devel opnent of this area. |Is it fair to conclude from
these that fewer surface |ocations and fewer wellbores
woul d |l ead to reduced infrastructure costs?

A No.

Q No? Okay. Can you explain that?

A The pipe still needs to be there whether you
drill one well or nine wells. W do not flare in New
Mexico so --

Q So would it be fair to say that fewer wells

for bench and w der spacing between the wells could be
achi eved fromone central service |location rather than
multiple |locations required for additional wells or
denser drilling?

A Are you saying instead of the two pad
scenari o that we have right now?

Q If you had a wi der space between the wells
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and | ess density with -- could that be achieved from

one central surface |locations to have the two, that's

correct.

A Not in every instance. No.

Q | would like to direct you to your
statenment. And that is page 225. Affidavit. Is it

correct you just finished that you don't have any
changes to this statenent and you confirmits
veracity. |Is that correct?

A Yeah. It's correct.

Q Okay. Could you read paragraph 13-E?

A Ch, 13, yeah.

Q And that's on page 225.

A Yeah. "Avant's devel opnent plan which
entails drilling three in the first, second, third
bench will efficiently and effectively devel op the
subj ect acreage.”" And, yeah, that's a m stake.
Shoul d be a four and then -- yeah.

Q That's four, okay. So --

A So | do have one to change. | didn't notice
t hat .

Q But in your plan, in your original plan, as
you described, as | understand this, you will be
drilling three per bench and then com ng back around

to drill the fourth?
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A No. We're going to start with one in each
bench and then conme back and drill three nore in each
bench.

Q Do you have any exhibits in the exhibits
t hat you presented that show the anmount of production
that would come from Avant's Royal Cak wells when they
are drilled at a higher density within the proposed
unit?

A No. | do not.

Q Okay. So would it be fair to say that you
have not shown the Division as of yet Avant's tighter
spaci ng of four wells per bench woul d provide greater
amount of product than a | ooser three wells per bench?

A No. | have not yet.

MR. SAVAGE: That's all the questions |
have. Thank you.
THE HEARI NG EXAM NER:  Any ot her

counsel questions before I turn to the technical

exam ner?

M. MC ure?

THE TECHNI CAL EXAM NER: M. Hearing
Exam ner, | do not have any questions although I do

have a quick question if | may.
THE HEARI NG EXAM NER:  For who?
THE TECHNI CAL EXAM NER: For yourself |
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guess.

THE HEARI NG EXAM NER:  Oh, okay. o
ahead.

THE TECHNI CAL EXAM NER: Do you think
we shoul d have them Avant, anend this paragraph 13-E
where they -- that M. Savage had just pointed out
they referenced three wells instead of four or do you
think testinony here is adequate?

THE HEARI NG EXAM NER: | think that
they should anmend it. They're going to anmend the
packet anyway for a variety of reasons so this should
be one nore reason.

So do you have a page nunber and a
par agraph nunber to refer to, Ms. G ahant

MS. GRAHAM  Yes, M. Exam ner. W do.

THE HEARI NG EXAM NER:  Great. Al
right. And, Ms. Graham so --

Okay, M. MClure, the answer is, yes,
they're going to anmend the exhibit packet. Thank you
for that.

s there any redirect based on the
questions you heard, M. Parrot?

MR. PARROT: | just have one question.

THE HEARI NG EXAM NER:  Go ahead.

REDI RECT EXAM NATI ON
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BY MR, PARROT:

Q M. Kelly, in your professional opinion, as
a qualified reservoir engineer, having drilled, as you
menti oned, hundreds of wells in the Perman, is it
your opinion that drilling the proposed unit,

according to the devel opnent plan that you have

proposed will protect correlative rights and prevent
wast e?
A Yes. | do 100 percent. And there are sone

slides in the rebuttal exhibits that do hel p explain
t hat situation.

MR. PARROT: Thank you. No nore
gquesti ons.

THE HEARI NG EXAM NER:  All right.

This witness may be excused.

Thank you.

Now, we swore in a third witness, but

you're not going to have the witness testify or you

are?

MR. PARROT: So | think there m ght be
a bit of a question about the exhibits that wll be
provided by that witness. If | may speak frankly for

a nonment to explain, so as you covered in the
begi nni ng of the hearing, there was a second anended

pre-hearing statenent submtted by Prinma at
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approxi mately noon on August 15th, which was | ast
Thursday. So essentially two and a half business days
before the hearing. As a result of that pre-hearing
statenment and the pre-hearing statenent that was
submtted a day and a half earlier, our geologist had
cause to add sone additional information to his
original slides. So what we have for geol ogy slides
are essentially rebuttal to the pre-hearing statenents
that were submtted by Prima | ast week and m ddl e and
| ate | ast week as well as sort of our case-in-chief.
So what we would like to do is just have those geol ogy
exhibits admtted and present our geol ogy w tness for
cross-exam nation on those exhibits. But we don't
need to have him provide testinony about each

i ndi vi dual exhibit.

THE HEARI NG EXAM NER: Let ne make sure
| understand before | turn to M. Savage. Wat you're
saying is that Exhibit D and subparts, while submtted
timely, do not present your case in the best |ight
based on the last mnute -- | won't say last mnute --
| ast Thursday's filings by Prim

MR. PARROT: We believe it does not
present the entire case. So | believe there was --

THE HEARI NG EXAM NER:  Wel |, right now

w t hout Exhibits D in your exhibit packet, you're
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hoping that | will admt the rebuttal exhibits. Are
you sure that's the way you want to go?

MR. PARROT: M. Exam ner, |'msorry,
woul d you give ne just one nonent to confer with ny
co-counsel ?

THE HEARI NG EXAM NER: Let's take a
five m nute break.

MR. PARROT: Certainly.

THE HEARI NG EXAM NER: We're off the
record for five m nutes.

(OFf the record.)

THE HEARI NG EXAM NER:  AIl right. It's
2:41 p.m, August 20th. W're back on the record
after a five-m nute break.

M. Parrot?

MR. PARROT: Thank you, M. Exam ner.
After having conferred with ny client, we think that
in the best interest of expediency and to address
hopeful |y sonme of previous concerns about continuing
the hearing until tonorrow, we're going to forego the
prior request to admt our rebuttal exhibits as
basically our case-in-chief. So at this tinme we'd
| i ke to go ahead and have Exhibits D-1 through 5 that
were submtted as part of the 238-page packet on the

14th admtted into the record. Thank you.
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THE HEARI NG EXAM NER:  Ckay.

M. Savage?

MR. SAVAGE: That's fine. No
obj ecti on.

THE HEARI NG EXAM NER: Thank you,

M . Savage.

So Exhibits D and its subparts are now
admtted into evidence.

(Avant Exhibit D was received into

evi dence.)

THE HEARI NG EXAM NER:  Are you cal ling
that w tness?

MR. PARROT: So we don't feel the need
to have that witness provide direct testinony other
than just to authenticate the exhibits.

THE HEARI NG EXAM NER: Ri ght.

MR. PARROT: So we'll go ahead and ask
himto do that, but --

THE HEARI NG EXAM NER:  They're
adm tted.

MR. PARROT: Ckay. So we don't need
himto authenticate then.

THE HEARI NG EXAM NER: You don't even
need to do that.

MR. PARROT: Okay.
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THE HEARI NG EXAM NER: They're
admtted. But if anyone has cross-exam nation
guestions for the petrol eum geol ogi st, and | assune
M. Savage does, let's get himon the w tness stand.

MR. PARROT: Thank you.

THE HEARI NG EXAM NER: So woul d you
call him please?

MR. PARROT: Yes.

MR. SAVAGE: Excuse ne, this is the
geol ogi st that's com ng on.

THE HEARI NG EXAM NER:  This is the
person who submtted the affidavit in Exhibits D
Should | go back and see his --

MR. SAVAGE: So Prima doesn't have any
guestions for the geol ogy.

THE HEARI NG EXAM NER:  Ah, okay.

MR. SAVAGE: But --

THE HEARI NG EXAM NER: O any of the D
exhi bits?

MR. SAVAGE: Well, no, we don't have
any cross-exam nation questions for the geology. CQur
focus is on the overdevel opnment and the engi neeri ng.

THE HEARI NG EXAM NER: Ri ght.

MR. SAVAGE: But we have not | ooked at

t he geol ogy rebuttal exhibits.
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THE HEARI NG EXAM NER: We haven't dealt
with those yet. They're not in evidence.

MR. SAVAGE: Right, | understand that.
So as it stands, for those particular exhibits that
were admtted, we don't have any questions.

THE HEARI NG EXAM NER: So let's just be
clear, M. Harper --

And do we have M. Harper here?

MR. PARROT: |I'msorry, our geol ogy
witness will be M. Josh Payne.

THE HEARI NG EXAM NER: \Who is al ready

sworn in.

MR. PARROT: Yes.

THE HEARI NG EXAM NER: Ch, so it's not
John Harper. |It's M. Payne, Joshua Payne.

M5. GRAHAM And again, M. Hearing
Exam ner, because this was an anended suppl enent
packet from back in originally June, in those interim
coupl e nonths they switched the geol ogist to M. Josh
Payne and the notice of supplenental affidavit
accurately describes that we replaced the geol ogi st
and the affidavit in accordance with that change.

THE HEARI NG EXAM NER: ' mj ust
wondering why this docunent that was filed on the 14th

of August still has the nane of John Harper and not
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M . Payne.

MS. GRAHAM That's because that was
the table of contents fromthe original anmended
packet. And so we identified the change in the
notice, in the cover letter at the beginning and then

made t he change appropriately in the exhibit packet.

THE HEARI NG EXAM NER: | under st and
now. Let ne ook at -- okay. So this is the cover
|l etter here. | see. "Upon his replacing Exhibit D,

the affidavit of this expert in geology to properly
reflect the geologist who will testify --" but it
doesn't have his nanme here so it's just sort of --
that's why there's confusion because M. Payne's nane
Is not on the cover letter. To say that you're
changing M. Harper to M. Payne woul d have been

hel pful here. And then we still have the table of
contents which is wong, which is why | didn't
understand that. Wat page do we have M. Payne's
affidavit on?

M5. GRAHAM |If | may take a nonment to

find that.
THE HEARI NG EXAM NER: Yes. OF course.
M5. GRAHAM  Page 122.
THE HEARI NG EXAM NER: | didn't hear
you.
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M5. GRAHAM  Page 122.

THE HEARI NG EXAM NER:  One what ?

M5. GRAHAM  122.

THE HEARI NG EXAM NER: One-t wo-t wo,

t hank you. AlIl right. Here we have M. Josh Payne.
And the D exhibits -- so let me just -- would you call
M. Payne to the wtness stand, please?

MS. GRAHAM M. Examner, at this tine
Il will call Avant's first witness, M. Josh Payne.

THE HEARI NG EXAM NER: Thank you.
VWHEREUPOQN,

JOSHUA PAYNE,
call ed as a witness and having been previously sworn
to tell the truth, the whole truth, and nothi ng but
the truth, was exam ned and testified as foll ows:

THE HEARI NG EXAM NER: M. Payne, |
have a coupl e of questions for you. This statenent
here that is marked -- this affidavit that is marked
as -- do you have an exhibit nunber on it or it's just
D? 'Cause | don't see it marked as D either.

MR. PARROT: The affidavit itself is
not marked as Exhibit D. We will correct that in the
resubm ssi on.

THE HEARI NG EXAM NER:  But it will be
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MR. PARROT: Correct.

THE HEARI NG EXAM NER:  But it wll be.

MR. PARROT: Yes.

THE HEARI NG EXAM NER:  And M. Payne,
this affidavit that starts on page 122 and goes until
your signature on page 125, did you draft this
yoursel f?

THE W TNESS: | have sone help fromny
teamdrafting it.

THE HEARI NG EXAM NER:  Ckay.

THE REPORTER: Just need to turn your
m c on.

THE W TNESS: Sorry.

THE HEARI NG EXAM NER: Perfect. Wuld
you repeat the answer?

THE WTNESS: | had some help from ny
teamdrafting it, but I was a part of the process.

THE HEARI NG EXAM NER: Great. And
you're attesting to its truth here?

THE W TNESS: Yes.

THE HEARI NG EXAM NER:  \Whet her or not
you actually drafted the whole affidavit, you're
telling us that it's all true based on your personal
know edge.

THE W TNESS:  Yes.
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THE HEARI NG EXAM NER: Ckay. All
right. And you have been admtted as an expert in
what before the Division?

THE W TNESS: Petrol eum geol ogy.

THE HEARI NG EXAM NER: Ckay. Very
good. And then all of these exhibits, | know that
you're not M. Harper, but did you prepare these
exhibits or did you just review these exhibits after
you were assigned to this case?

THE W TNESS: | was -- | did help
prepare these exhibits. Yeah. A big part of them
Yes, sir.

THE HEARI NG EXAM NER: Ckay. All

right. So you were involved in creating all of these

D exhibits.

THE W TNESS: Yes, sir.

THE HEARI NG EXAM NER: Ckay. Very
good. Okay. | have no further questions for this
W t ness.

And M. Savage, did you say that you
had any questions to this witness or these D exhibits?

MR. SAVAGE: As | said, our
case-in-chief focuses on the engineering so we don't
have questions for geology. But if |I nmay raise a

questi on about sonething that M. Parrot had
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mentioned, | don't know if this is the appropriate
time to do this. If we --

THE HEARI NG EXAM NER: Let's let this
w tness go. |If you don't have any questions --

MR. SAVAGE: Yep. No questions.

THE HEARI NG EXAM NER: -- I'mgoing to
go to M. MClure in just a nonent.

MR. SAVAGE: Thank you.

THE HEARI NG EXAM NER: But do we have
any questions from any counsel before we go to our
technical exam ner for this w tness?

Ckay. M. MClure, do you have any
guestions for this expert in geology?

THE TECHNI CAL EXAM NER: M. Heari ng
Exam ner, | do not have any questions for the
geol ogist. | do have a couple requests for M. Parrot
just before we nove on, but fromthe geol ogist | think
we're good there.

THE HEARI NG EXAM NER:  Ckay. Thank
you, M. MCure.

All right. M. Payne, you nmay be
excused. Thank you very nuch.

Al right, M. Savage, what did you
want to discuss?

MR. SAVAGE: So -- M. Parrot that's
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saying that there was sonething referenced in the
anmended pre-hearing statenent.

THE HEARI NG EXAM NER:  Your docunent
that you filed on the 15th.

MR. SAVAGE: The 15th.

THE HEARI NG EXAM NER:  Yes.

MR. SAVAGE: First of all, there was a
series of anended exhibits in this after Monday,
after, you know. The pre-hearing order said that
exhibits were to be filed prior to four business days.
We | ooked at that literally and | ooked at it as being
Monday. Tuesday, Wednesday, Thursday.

M5. MCLEAN: Do you think this is
sonet hing that needs a bit of clarification 'cause in
sone of our other cases, this has cone up and with it
being -- with since four business days, it's been --
or, you know, sone -- they say four business days,
it's getting to be alittle confusing. Like is it by
8 a.m, the norning of that fourth business day? It
is by 5 p.m that day? And people are taking
di fferent approaches to what that neans.

THE HEARI NG EXAM NER: Okay. |'m
trying to find --

M5. GRAHAM And M. Hearing Exam ner

we did reach out to --
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THE HEARI NG EXAM NER:  Freya.

MS. GRAHAM  -- seek additional
gui dance on the deadline.

THE HEARI NG EXAM NER: Let ne find the
pre-hearing order since you brought it up, M. Savage.
Gve ne a mnute here. It says here "The pre-hearing
statement should be filed no |ater than four business
days prior to the hearing." So whenever we count in
the world of civil procedure, we don't count the day
of the hearing. So today doesn't count. So then that
woul d be Monday, Friday, Thursday, and that woul d be
Wednesday so that would be Wednesday norning at 8: 30
a.m the exhibits would be due.

MR. SAVAGE: Okay. That is correct.
Yeah. | agree with that.

THE HEARI NG EXAM NER: | nean, | don't
see the confusion there.

Ms. Mclean, | nmean, you brought up --
you sort of brought it up to -- fromny clarification
just now, you don't count today so Monday, Fri day,
Thur sday, Wednesday so at Wednesday at -- | nean, 4
days is 4 24-hour periods. | don't know what's

echoing. So then, wouldn't it be 8:30 a.m on

Wednesday? | think it m ght be sonmeone's m crophone
on their conputer. If they could turn that -- do you
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have your m crophone on? On the conputer. It's
better now So the way | would look at it, if | was
counting in court, it would be Wednesday norning at
8:30. So it that clear? D d that help?

M5. MCLEAN: Yes. That does.

THE HEARI NG EXAM NER: Ckay. Yes.

M5. MCLEAN:. ' Cause there's just --
bet ween everyone and it's typically in front of you,
there's just been sone debate, but that makes it very
clear. Thank you.

THE HEARI NG EXAM NER:  Good, good. And
maybe Freya will send out a email to the parties that
four business days before a hearing would be 8:30 four
busi ness days, not counting the hearing date before
the hearing. And we could use an exanple, Freya,
whi ch al ways hel ped nme. Having exanpl es are al ways
very hel pful.

So back to you, M. Savage. What were
you sayi ng?

MR. SAVAGE: So | agree with that.

THE HEARI NG EXAM NER: Ckay. (Good.
Thank you.

MR. SAVAGE: But then after both
parties nmet that deadline, then there was a series of

anmended filings by both sides. The reason we filed
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t hat one on Thursday is because we realized -- we
filed the special provision, the pre-hearing statenent
with the special provision, in a tinmely manner. Then
we realized -- then we did an anended pre-hearing
statenent. Then we realized that did not have the
special provision. So we did the Thursday.

THE HEARI NG EXAM NER: | don't think
anyone's objecting to it so |'mnot sure why we're
tal ki ng about it.

MR. SAVAGE: Right. But so it sounds
to ne like M. Parrot is justifying the inclusion of
t hese rebuttal geol ogy exhibits based on sonet hi ng
that was stated in the pre-hearing statenent and |
don't understand what that neans.

THE HEARI NG EXAM NER:  Well, let's get
sonme clarification then.

So, M. Parrot, what docunent -- you
have rebuttal exhibits. R ght? And why do you have
rebuttal exhibits?

MR. PARROT: Ckay, so we have geol ogy
rebuttal exhibits that we filed today. And there was
a comment nade very early on in this process that that
was sonmewhat | guess last mnute. And so | was
expl ai ni ng why those were |ast mnute. However, given

t he di scussion that we just had about admtting D1

Page 106

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

t hrough D-5, we are not going to be asking that those
rebuttal geol ogy exhibits be submtted into the
record. So that is a npot point at this juncture. W
have no objection to Prima having filed an anended
pre-hearing statenent after the deadline. Just wanted
to be clear as to why we didn't get the rebuttal
exhibits filed until earlier today.

THE HEARI NG EXAM NER:  So |l et ne
address both parties' concerns about rebuttal
exhibits. The deadline to file exhibits was, as we
both all know now, 8:30 a.m on Wednesday of | ast
week. Now, if there is sonething in those exhibits
that one party sees that another party has filed, it
has a right to file a rebuttal exhibit because they
coul d not have antici pated what the other side was
going to say. So that would be acceptable fromeither
party.

And so, M. Parrot, you're not saying
that that's what's happeni ng here.

MR. PARROT: My sincere apol ogi es,
M. Examner, |I'mnot quite sure | understood the
doubl e negati ve.

THE HEARI NG EXAM NER: "Il say it
agai n.

MR. PARROT: Okay.
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THE HEARI NG EXAM NER: The parties
filed their exhibits tinmely by Wednesday norning at
8: 30 because today's hearing started -- well,
actually, it was one o'clock, but |I'mnot sure anyone
knew it was one o'clock at that tinme, but whatever.
Let's say we were still on the sanme tinme of 8:30 a. m
on today, 8:30 on Wednesday woul d have been proper
time to file docunents. If an exhibit that the other
party filed was a surprise to you in sone way and you
had nore evidence to rebut that, it's proper rebuttal
testinony and evidence. So now that D and all its
Subparts are admtted into evidence, are you saying
t hat you do not have rebuttal exhibits?

MR. PARROT: Not for geology. W do
have rebuttal exhibits for -- that we anticipate that
we will probably be presenting for engineering, but we
have yet to see Prima's case-in-chief.

THE HEARI NG EXAM NER: | understand
perfectly. Okay. So are you now resting your
case-in-chief?

MR. PARROT: | suppose we're done with
our geol ogy witness so yes. Thank you.

THE HEARI NG EXAM NER:  Yes, your
geol ogy wi tness was excused. Okay.

So, M. Savage, do you have a
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case-in-chief?

MR. SAVAGE: | do.

THE HEARI NG EXAM NER:  Very good.

MR. SAVAGE: And | appreci
clarification on that.

THE HEARI NG EXAM NER:  Sur

MR. SAVAGE: So as | under
there are no rebuttal geol ogy exhibits.

engi neering and it's only those eight.

THE HEARI NG EXAM NER:  There isn't
anything yet. They may have rebuttal exhibits for

engi neering and we'll get to that when |
t hey have a rebuttal case. But for now I

i f you have a case-in-chief.

MR. SAVAGE: Yes. | have
case-in-chief.

THE HEARI NG EXAM NER: |t
woul d.

MR. SAVAGE: Thank you, M.
Thank you.

THE HEARI NG EXAM NER: How many

W t nesses are you calling in your case-in-chief?

MR. SAVAGE: We will call

engi neering witness and that is David Rhodes.

THE HEARI NG EXAM NER: How do you spel

ate the

e.

stand it,

It's only the

ask themif

"m asking you

a

hought you

Yep.

t he
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t he | ast nane?

MR. SAVAGE: R-H-ODE-S

THE HEARI NG EXAM NER:  Oh, Rhodes,
okay. And do you have another w tness or just the
one?

MR. SAVAGE: The other one is just a
| andman. He's avail able for any questions, but he is
not part of our case-in-chief. But if there's any
i ssue of clarification, he is avail abl e.

THE HEARI NG EXAM NER: But do we have

an exhibit? Do we not have a | andman exhibit? W

don't have a | andman exhi bit. Oh, wait, then we have
no -- | understand. So let's get M. Rhodes on the
caner a.

MR. SAVAGE: All right. There he is.

THE HEARI NG EXAM NER: Are you
standi ng, M. Rhodes?

MR. RHODES: | am

THE HEARI NG EXAM NER: COkay. Very
good. Can you get a little closer? Are you not able
to sit by the m crophone and the canera?

MR. RHODES: | sure can.

THE HEARI NG EXAM NER: Ch, excellent.
Excellent. If you'll just raise your right -- it's a

little dark. Maybe it's the lighting in the room
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It's all the lighting is behind you.

MR. RHODES: Yeabh.

THE HEARI NG EXAM NER: | think that
must be what it is. But so be it. Wuld you raise
your right hand, please? Do you swore or affirm under
penalty of perjury that the testinony you are about to
give is the truth, the whole truth, and nothing but
the truth?

MR. RHODES: | do.

THE HEARI NG EXAM NER: Ckay. Thank
you. Wbuld you state and spell your nanme for the
record?

THE WTNESS: It's David Rhodes,
D-A-V-1-D RHODE-S

THE HEARI NG EXAM NER:  Yes. And the
lighting is better in the roomnow. Thank you.

Okay, M. Savage.

EXAM NATI ON
BY MR SAVAGE
Q Yes. M. Rhodes, you just stated your
conplete nane. That's correct?
A Correct.
Q I n what capacity are you currently enpl oyed?
A I|'"mthe vice president of exploration for

Prima Expl orati on.
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Q And how | ong have you worked for Prim?

A Fifteen years.

Q And have you testified previously before the
Di vi si on?

A | have not.

Q Have you provided a resune for the

Division's revi ew?
A | have.

MR. SAVAGE: M. Hearing Exam ner, do
you want nme to ask sone questions about his
educati onal background or do you want to?

THE HEARI NG EXAM NER: |'1l ask him

MR. SAVAGE: Okay.

THE HEARI NG EXAM NER: Let nme get to
it. It's on here on page 4 for his statenent. Let ne
find the Cv. | found it. |It's starting on page 7 of
19.

M. Rhodes, give ne a mnute to review
your -- actually, it nmay be easier -- what education
do you have -- first of all, what expertise are you
trying to be qualified for?

THE W TNESS: Engi neering, sone
geol ogy. | have been acting as our geol ogist for
several years since we don't enploy a full-tinme

geol ogi st and | took several geology classes in
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col | ege.
THE HEARI NG EXAM NER:  Okay.

one second.

M. Savage, what field of expertise are

you seeking to have himadmtted under?

MR. SAVAGE: Well, certainly

engi neering. That would include reservoir engineering

and drilling. He does both.
THE HEARI NG EXAM NER:  Ckay.
MR. SAVAGE: If he is -- you

Prima Exploration is a smaller conpany and he,
M. Rhodes, does the engineering, he does the geol ogy.

He graduated from the Col orado School of M nes, has a

strong educati onal --

THE HEARI NG EXAM NER: 1" 11 |
these in a nmonment, but are you trying to get
qualified in nore than one expertise?

MR. SAVAGE: kay, so -- well

Avant had submtted those geol ogy rebuttals,

woul d want himto be considered an expert in geol ogy

to address. But if they're not submtting t

we're just | ooking at engineering, then | would

request, you know, petroleum engi neeri ng.
THE HEARI NG EXAM NER:  Ckay.

w th petrol eum engi neeri ng.

Hol d on

petrol eum

know,

ook into

hi m

, when

yes, |

hose and

We'll go
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MR. SAVAGE: Okay.

THE HEARI NG EXAM NER: So, M. Rhodes,
what school i ng and educati on do you have toward t hat
field?

THE W TNESS: | have a bachelor's of
science fromthe Col orado School of Mnes in petrol eum
engi neering with a mnor in econom cs.

THE HEARI NG EXAM NER: Okay. And then
Is there any graduate study work or did you go on to
wor k experi ence?

THE WTNESS: | went right into the
I ndustry.

THE HEARI NG EXAM NER: Ckay. All
right. And so what expertise in work do you have
toward petrol eum engi neeri ng?

THE WTNESS: So |'ve worked for 15
years post-graduation, plus two years while in school
specifically as a petrol eum engi neer running the
entire ganbit from production engineering to drilling
conpletions and reservoir. M nmain focus has been
reservoir engineering, handling the economc
val uations acquisition, investor evaluations and for
the last five years |'ve been managing our drilling
and conpl eti on progranms in the Rockies.

THE HEARI NG EXAM NER: Thank you,
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M. Rhodes. You know, based on your CV and your
testinmony, you're qualified as a petrol eum engi neer
before this Division. W have not dealt wi th geol ogy.
We're only dealing with petrol eum engi neering, dealing
with reservoirs and drilling.

So, M. Savage, please proceed.

MR. SAVAGE: Thank you.

MR. PARROT: Sorry, M. Exam ner, just
point of clarification. It sounds like Prima is
asking for M. Rhodes to be qualified in two separate
engi neering disciplines. The first is reservoir
engi neering and the second is as a drilling engineer.
Am | understanding that correctly?

THE HEARI NG EXAM NER: M. Savage?

MR. SAVAGE: Yes, certainly a reservoir
engi neer and secondly, yes, drilling engi neer spans
t he ganut.

THE HEARI NG EXAM NER: Ckay. Thank
you.

Yes?

MR. PARROT: Wuld it be possible to
voir dire M. Rhodes about --

THE HEARI NG EXAM NER: Yes. (o right
ahead, M. Parrot. Go right ahead.

MR. PARROT: Okay.
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EXAM NATI ON
BY MR PARROT:

Q M . Rhodes, good afternoon. How are you
t oday?

A Good. How are you doi ng?

Q Good. Thank you. Do you m nd expandi ng on
your qualifications just as far as the work history is
concerned to opine expert opinions regarding drilling
engi neeri ng?

A Sur e.

Q And you don't have to tal k about reservoir
engi neering. Thank you.

A Sure. So a small shop. |[|'ve been handling
a lot of our petroleumengineering. This area in
particular, we farned-in with a conpany called
McEl vain.  So | was our conpany representative.

McEl vain did the drilling, but I worked directly in
deci ding what or going -- giving Prima's consent and
approval to the drilling plans for these Bone Spring
wells in this area. Since 2019, | have been managi ng
our drilling operations in the Bakken Shale in North
Dakota and Montana and in a couple different
formations in the Powder River Basin Womng. M role
is primarily to supervise drilling consultants and to

kind of direct the macro |l evel of our projects after
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working to prepare drilling progs and permts in al
of those spaces.

Q Okay. So just to nmke sure | understand
correctly, Prima has not actually drilled any
hori zontal wells in the Perm an Basin. Correct?

A We have been the main financial investor
wor ki ng hand-in-hand with a partner as we farminto
t hem

Q And if you could just go ahead and answer
t he question. Has Prima been the operator and drilled
any horizontal wells in the Perm an?

A Not as the operator, no.

Q Ckay. And you nentioned that you farned-in
with a conpany called MElvain. Correct?

A Correct.

Q And MEIl vai n designed the drill prog,
desi gned the conpletions and it was your job to review
t hose and consult with MEl vain. 1|s that correct?

A Wor ki ng hand-in-hand with themto tweak
t hose as necessary. Correct.

Q Ckay. Can you tell ne the last well where
you designed the drill prog or the conpletion design
and where it was?

A I n New Mexi co?

Q Anywher e.
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A Yeah. The wells that we're currently
drilling in Montana, the Bullion 1H and 2H well s,
Bakken wells, 3 mle laterals.

MR. PARROT: Okay. | think that
concl udes ny questions for M. Rhodes. | would
express sone pretty strong concerns about him being
of fered as an expert witness for drilling engineering
purposes. Certainly no objections to his extensive
background and excel |l ent education as a reservoir
engi neer. But not having had any experience drilling
wells in this Basin would raise sone concerns for
Avant. | suppose it's up to the Division to determ ne
what wei ght to accord his testinony on those issues.

THE HEARI NG EXAM NER: Let's take a
| ook at the Rule of Evidence. It doesn't control here
and | don't believe that the qualification of expert
W tnesses is outlined in our procedural rules under
19.15.4. So let's take a ook at Rule 11-702. Ckay.
That was the right rule. "A witness who is qualified
as an expert by know edge, skill, experience,
training, or education may testify in the formof an
opinion or otherwise if the expert's scientific,
technical, or other specialized know edge will help
the trier of fact to understand the evidence or to

deternmine a fact in issue." So there are five bases
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upon which we can qualify this gentleman as an expert
witness. This is an admnistrative hearing. The
Rul es of Evi dence do not apply here, but | | ook and
know the rules of evidence quite well as a forner
prosecutor. | amadmtting this wtness as an expert
I n petrol eum engi neering, both for reservoir purposes
and for drilling purposes.

M. Savage?

MR. SAVAGE: No objection to that.

THE HEARI NG EXAM NER: Yes, sir. Wuld
you |ike to ask himquestions?

MR. SAVAGE: You've already admtted
hi n?

THE HEARI NG EXAM NER: | have.

MR. SAVAGE: Ckay. So | will nove on
to the case-in-chief.

DI RECT EXAM NATI ON
BY MR SAVAGE:
Q M . Rhodes, your Exhibit Ain Prim's

heari ng packet, is that your witten statenent for

Prima's case-in-chief?

A Can | get the exhibits up on the screen or
am | allowed to have them-- nme or how does this work?
Q Yes. |'msorry.
A Sorry.
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MR. PARROT: M. Exam ner, | have a
point of order. |I'mnot sure that | was --
THE HEARI NG EXAM NER: Do you want to
turn your canera -- your m crophone?
MR. PARROT: | apologize. | have a
poi nt of order. Avant would like to register an
obj ection to the adm ssion of the witness as an expert
for petroleumdrilling purposes for the record. W
understand that basically you've already overrul ed
that objection, but we were -- we'd -- sorry. W
woul d like to preserve that objection for possible
basi s of appeal. Thank you.
THE HEARI NG EXAM NER: It's so noted.
Thank you.
MR. PARROT: Thank you.
BY MR. SAVAGE:
Q M . Rhodes, do you see that exhibit?
A | do.
Q Okay. And is this your witten statenment
for Prima's case-in-chief?
A It is.
Q And do you find that to be true and accurate
to the best of your know edge and under st andi ng?
A | do.

Q And have you reviewed Avant's exhibits,
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I ncl udi ng the engi neering exhibits?

A | have.

Q M. Rhodes, did you provide an affidavit to
Prima's notion to dism ss?

A Yes.

Q What objections did you state in that notion

to di sm ss?

A You' re tal ki ng about the nunber of wells
nmot i on?
Q That is correct. Was there just one

obj ection or was there two? How many objections did
Prima make?

A As to the nunber of wells, it was based on
the fact that they had so many wells in the permt
gueue and the pace of drilling that they've been
established with the two rigs that they have that they
woul d not be able to get to these wells within a
timely manner.

Q And did you al so address the overdevel opnment
guestion that this unit would be overdevel oped with
t he nunber of wells?

A Yes.

Q Okay. So today's -- Prima's primry
obj ection to Avant's proposed wells in these

proceedi ngs, how woul d you descri be that?
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A Primary objection is that the proposal to
have four wells within each bench of the Bone Springs
formation over drills the unit by a significant anount
and | eads to econom ¢ danage and waste to working
I nterest owners.

Q And |'m | ooking at your map and this is on
page 8 of 18. And then the PDF, it's page 9, but we
have it | abeled as 8 of 18. Can you just describe the
significance of this mp?

A Yes. So this is the subject area. Can you
scroll back down to it, please?

Q Yes.

A The subject area with the subject drilling
and space unit highlighted in yellow, this shows Bone
Spring's conpletions in that area offsetting this and
it highlights in red several drilldown groups that
di splay areas where an initial well or nmultiple
initial wells were drilled and then at a | ater point
intime offset wells were drilled. And those offset
wel l's have material inpact on the initial wells which
could clearly denonstrate that the density that
they're drilled on is too great and a wi der density is
merited in order to prevent econoni c waste.

Q Okay. And these wells, we're | ooking at

this Iron Horse [sic], Condor, Kingfisher, EK, Buffalo

Page 122

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 the COG G oup, are these well groups all the
of f set devel opnent projects in the subject area?

A No. As you can see, there's nore. These
are, in the interest of tinme, just sone exanples. [
did grab the direct offsets as well. Sone of these
wells that are on here, you can't distinguish this
ef fect because they were drilled or brought online at
the sanme tine so that the inpact of those isn't as
readily seen as the groups that | chose which have

periodi c devel opnent through tine.

Q And are these the devel opnent projects that
you will discuss in the next set of slides?

A Yes.

Q So let's look at the Iron Horse G oup and

this is titled "lron Horse [sic] Goup" and it
references the Condor State wells. What is this slide
show ng?

A So it's the Iron House Group and it's
hi ghlighting the two blue wells which there's actually
a correction needed on that in the upper right. |
| abel ed the 1H and the 2H backwards. So the 1H is
actually the western well and the 2H is the eastern
well. But this is an overlay of the nonthly oil
production for these wells through tinme. The Condor

State 2H well, which is not on this, was drilled at
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the exact sane tinme as the Ironhorse [sic] 20 State 1H
well. Again, that's the well to the west. So it's
irrelevant to this exanple because being online at the
sane tinme, it doesn't show the inpact with the

| ronhouse 20 State 1H well. But as you can see when
the Ironhouse State 2H well was drilled about just
under a year after the nunber 1H well, there was
wthin a few nonths of a non-production a dramatic
step change in production fromthe Ironhouse State 1H
And that's --

Q You have the step change demarcated on the

A Correct.

Q And can you explain what that neans, a step
change?

A So before that step change, the red
production, solid production, was just under 3,000
barrels per nonth. And then within a nonth that
dropped down to 1,000 barrels a nonth. So it | ost
two-thirds of its production in a nonth. And as you
can see, it never really recovered until several years
| ater when it | ooks |ike there was some work done on
the wells. But the -- the dash line there shows the
forecast for the well before that step change. And as

you can see, over those years you' ve lost all that
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production and then after that brief period of
recovery, the well is crater even further. So it
basically shows that the drilling of this offset well,
which is actually over 1320 feet away, so even w der
space than Avant is proposing for our DSU, the inpact
was substantial and long-lasting to the reserves of
that well.

Q And is that a permanent | oss that you

I dentify here?

A Yes. As you can see, there's no indication
that it will ever recover the area between the two
curves, the forecast |ine and the actual production

over the years.

Q And can you describe how this applies to the
Royal GQGak, Avant's Royal Oak wells?

A Certainly so Royal -- or Avant is proposing
spaci ng Bone Spring's wells at 1,320 feet between
wel | bores. This shows that wells that are slightly
wi der spaced than that have a near i mediate and very
substantial long-terminpact on the reserves of the
wells at that density.

Q And if | could direct your attention to the
next slide, that's the Condor State G oup. And what
is this show ng?

A So this is just the western side of the | ast
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one, those green wells in section 20, those are the
Condor State 2H and the Ironhouse State 20-1H that we
just discussed. But these over on the west side
there, the Condor State 1H was drilled, and this is
over to the west of those original wells there as
well, drilled around the sane tinme as those wells we
just discussed. But it didn't have an offset to the
west. As you can see, it was drilled in early 2013.
Then several nonths |ater, the Ironhouse 19 State 2H
well was drilled offsetting it to the west. And
again, as we just saw within just a few nonths of
bei ng online, there was a dramatic reduction step
change in production for the initial well. This one
dropped fromtwo, three, four, over 5,000 barrels for
the nonth prior to within a few nonths it's down to
1,500 barrels per nonth.

So that's a dramatic reduction. As you see
through tinme, the -- the offset well, which is the
newer well, has a smaller initial production rate and
it declines rapidly until they both are pretty nuch
what | call reactionary production. If you | ook
towards the end of that dash line in 2022-ish, when
the red well goes down al nost to 100 barrels a day,
the green well pops up. And then you can see that

ki nd of reactionary trend going on. So not only is it

Page 126

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

an i mMmedi ate interference and reaction with these
drai nage radi uses overl appi ng each other, but through
time it gets to the point where one well goes down,

t he other well goes up, which shows just how cl ose

these wells are drilled together and how nuch overl ap

there is.

Q And again, is this a permanent |oss to the
reserve?

A Yes. As you can see, there's no indication
that either of these wells will recover.

Q Moving to the next slide, that's the
Ki ngfisher Goup. It |ooks nore active than the other
ones, but what is its significance?

A So this is to the west of those a few m|es,
so still in the sane area but to the west of thema
fewmles further. There is a error with the |abeling
of the Kingfisher wells. Again, the 1H and 2H are
backwards so please flip those. But this shows that
initially the Kingfisher State 1H, which is actually
in the mddle there, and the |Ironhouse 24 State 4H
were both drilled in 2014. Those are the green and
the red lines on the graph.

And then a year l|ater, the Kingfisher 1H and
actually also the Kingfisher 5H, which is underl aying

there but it's not on here, those wells were drilled
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at the sane tine. And as you can see, the blue line,
that's the Kingfisher 2H, which is actually to the

|l eft there, it had imrediate i npact on the Kingfisher
1H. Do you see that dramatic step change? And the
step change fromon the Kingfisher 24 State 4H, that
al so was significantly inpacted. That 5H well which
isn't on here is also Bone Spring horizontal. So that
| npacted these as well. But you can see that there's
a significant drop in both wells. They've both

mai nt ai ned significantly |ower production than their

forecast prior to the additional wells being drill ed.

Q And what is the spacing on these particular
wel | s?
A These will be simlar to what Avant is

proposi ng at four wells per mle.

Q Okay. Just | ooking at the step change, it
| ooks significantly bigger than the previous one. |Is
there a reason for that |arger step change?

A | think probably the fact that they drilled
anot her Bone Springs bench there and it appears that
the fractures fromthose travel within the Bone
Springs into the different benches so you're actually
not only draining east to west within a bench, you're
al so draining above and bel ow you and additi onal

benches. So this puts further enphasis on the need to
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make sure that your well spacing and nunber of wells
per bench is correct because you've got that
I nt er change.

Q And does this reflect the three benches of
t he Bone Spring?

A In this specific case there's two -- two of
the three --

Q Moving to the EK Group, is that also a
simlar pattern?

A Correct. And these are actually the wells
that we farmed-in and finance nost of the drilling.
These directly offset the subject DSU to the east and
the north. So we originally drilled the 29 3H and the
29 4H at the sanme time. The 29 4H has | ower
production. That's because we had to skip a
substanti al nunber of stages during conpletion,
ot herwi se they have simlar decline trends. They were
on production for over a year before we infilled on
both sides of these with EK 29 2H and EK 30- 1H
directly offsetting these on both sides. And so you
can see those in the gray and the blue on the graph.
And when t hat happens, you can see the 29 4H or |I'm
sorry, the 29 3H in green had a massi ve step change
down that it's never recovered from Simlar with the

EK 29 4H in red. It also had a nassive step change
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down and has never recovered. And as you can see,
those -- those are not show ng any signs of being able
to recover those significant |oss reserves from
infalling at a density of four wells per mle.

Q And is it correct |I'm seeing two nassive
downturns on that green?

A There's the -- the main one in two thousand
-- late 2017 and then the rest of that is when you
drill too densely your decline is steepened. So the
rest of that, you see all that production, it's kind
of all declining in sync because you've got all these
straws pulling fromthe sane pool at a -- basically
conpeting with each other to pull the oil out and if
they're all producing by the sane nethod, which
they're all on rod lifts, then they're all going to
produce simlar volunmes and the decline is going to be
I ncreased.

Q And do you have any estimtes of what kind
of loss we're | ooking here with these downturns?

A You're looking at a | oss of around 50
percent of your reserves.

Q Moving to the COG Group graph, what does
this graph show?

A So this is offsetting the subject DSU to the

nort hwest about a mle away. This is unique conpared
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to the other ones in that devel opnent happened from a
west - east pattern through tinme with about a year in
bet ween each one. So it really highlights how over
and over and over repeated when you've drilled wells
at this proposed four wells per mle spacing, you
continue to negatively inpact the existing well,
di spl ayi ng that you've got significant overl ap of
dr ai nage radi us. So the initial well on the west, the
KSI 22 to 1H was drilled in 2012 | guess there. And
it produced for close to a year and a half before the
KSI 22 2H, which was drilled right at around a quarter
mle away, which is what Avant is proposing, was
conpleted. And as you can see, there's a significant
step change there. And the KSI 22 1H was online with
the other well until about a year later, the Scooter
1H was brought online. And that's the well in blue.
And you can see there that the KSI 22 2H in red
actually was shut down during the frack of that well.
That's why it's got that different
production. And while it was shut in, you' ve got that
reactionary production with the KSI 22 1H where it al
of a sudden it gained back to where it was before the
of fset was drilled 'cause now it doesn't have that
interference inpacting it. Wen the Scooter 1H cane

online, then the KSI 22 2H was brought back online and
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you can see there's another smaller step change in the
KSI 22 1H now that the KSI 22 2H is back online. It
dropped from 3,000 down to 2,000 in the span of a
nonth. And you can see the KSI 22 2H never cane
anywhere close to where it was before it was shut in
for the offset frack. And then a year later, the
Scooter 2H was drilled and you can see the inpact that
had on the Scooter 1H, the blue well. It step changed
down from 4,000 a nonth prior to comng online to
2,000 after and steadily dropped fromthere.

So what you see repeated and repeated as you
go infilling this way, and these aren't really
infalls, they're offsets because they're not drilling
I n between existing wells. Even with the offsets at
this proposed density, you continue to see this pretty
much i nmedi ate and significant inpact on the
production and |lifelong reserves of the wells, which
agai n, denonstrates that the drainage radius is
over |l appi ng severely and there's too many wells being

drill ed here.

Q Can you give a little bit nore explanation
on of fset versus the infill and how the offset
applies?

A Yeah. So in this case, every well was
offset. If say the KSI 22 1H and the Scooter 1H had
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been drilled at the sane tine and then later the KSI
22 2H was drilled, then | would consider that an
infill, you're filling in between existing well bores.
Whereas offsetting is what happened here. You've got
an initial well, then you offset it to one side. Then
the next well you offset that and then you offset that
on and on. So it's just a slightly different

devel opnent plan, but both of themare common in the

| ndustry.

Q And Avant's plan, is it analogous? This is
anal ogous?

A It sounds like fromtheir testinony today
that they plan on drilling a fewinitial wells and
then shortly thereafter com ng in and offsetting those
wi th additional wells.

Q And then you have a graph for the Buffalo
and Mescal ero G oup. And what does this show?

A So this is directly to the south of the
subj ect DSU. These are nuch newer wells, nodern
conpletion techniques, two mle laterals. This is

al so an offset scenario where they started on the west

and worked their way east. So the initial well is the
western nost well, the Buffalo 1H that was conpl et ed
in 2019. It produced for a year and a half and then

just over a quarter mle away, the Buffalo 4H and
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within a quarter mle, the Buffalo 5H were both
brought online. You can see those. It's the blue and
the red on the chart.

And as we've seen before, you can see the
significant step change. The Buffalo 1H | ost about 30
percent of its production when those wells were
brought online. You can see that not only that, but
the newer wells had significantly lower initial
production rates despite being simlar conpletion
techni ques and had nuch steeper declines than the
original well, indicating that in that year and a half
that Buffalo 1H had significantly dropped or
significantly inpacted with its drainage radius the
| ands that the Buffalo 4H and 5H were drilled on. And
then as you see in 2023, the Mescal ero 3H and
Mescal ero 4H were brought online.

And as you can see, the Mescal ero 3H,
meani ng the quarter mle offset to the Buffal o 5H
| npacted the 5H such that it dropped significantly
when that gray well cane online and al so steepened its
decline. So all of these are direct offset nodern
conpletion two mle |ateral exanples of the same thing
that's been shown tine and tine again in this area,
that four wells per mle significantly over drills the

area and inpacts the |long-termreserves of each well.
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Q Okay. And again, this is a permanent |o0ss?

A Correct. As you can see, if you |look at the
Buffalo 1H, through tinme it just keeps having these
step changes down as nore and nore pools are com ng
and there's nothing to suggest with any of these
wel l's, whether they're the ol der ones that have over a
decade of history or these ones that have just several
years, there's nothing to suggest that any recovery
back to where they were before they were inpacted by
offsets will -- will occur.

Q And all these well groups that we've | ooked
at, the Ironhouse, Condor, Kingfisher, EK, COG and
Buf f al o, what concl usions can you -- do they
denonstrate with respect to Avant's Royal Gak wells?

A They clearly denonstrate that the proposal
of four wells per bench in the second -- or in the
Bone Springs formation is too many with i medi ate
interference. That's showi ng that you've got
significant overlap of drainage radius. You're
drilling unnecessary wells and causi ng econom ¢ harm

Q And then on page 15 of 18, and this is on
t he PDF's page 16, you have a graph. What does it
show?

A So this is back to that sanme space unit we

just covered, the Buffalo and Mescalero or its two
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different space units offsetting each other. This is
a cume [ph] oil through time plot for the wells with
the green being the Buffalo 1H well and the other
wells as -- that were offset through time, show ng
that the infill wells -- even the best of the infill
wells, the blue well, the Buffalo 4H, the Buffal o 1H,
whi ch was not bound up until that point through 1,000
days, it's accunul ated 68 percent nore oil than its
of fsets, which just shows -- so those cune [ph] plots
t hrough tinme, you can forecast those forward and you
can see that there's no chance that those wells are
going to catch up to where the Buffalo 1His going to
be, even with the interference that it's seeing. The
other thing to note here is the Mescalero 4H wel |,
which is the yell ow curve there, after some nechani cal
work that they did there, it's pending to becone the
second best well in this area and that's because --

| i kely because it's unbound to the east at this tine.
So it's only got interference at this density on one
side so it will do better than the three -- the bl ue,
the red, and the purple wells which all have

interference on both sides.

Q And how is this relevant to Avant's Royal
Cak wel | s?
A It denonstrates that when you have unbound
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well's, such as the green well, they significantly
out perform bound wells where you have four mles per
or four wells per mles as Avant is proposing in the
subj ect DSU

Q And then the next graph, and this is 16 of
18, what is it signifying?

A So this is using that sane spacing unit, the
Buffalo and Mescalero. |t takes the Buffalo 1H prior
to the interference and forecast that forward to get a
cunmul ati ve basically equation, which is displayed on
the cart -- on the chart there. And then it takes the
average of the three inner wells, so the Buffalo 4H
and 5H and the Mescal ero 3H and does the sane thing
with those. So you basically get a forecast for
conpari ng unbound wells and bound as proposed four
wells per mle wells.

And so with these equations, we can plug in
any tinme length as X in these equations and we can get
the cunulative oil at that point in time. So through
14 nonths, the -- as proposed four wells per nmle
spaci ng has only produced 51 percent as nuch oil as
t he unbound well through that tinme. Through ten years

that inproves to 54 percent and through a 30-year

| ifespan, it's still basically at 54 percent. So
which this -- what this shows is that four wells per
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mle, you're going to recover 54 percent as nuch as
you would with unbound wells. So if we nmultiple that
four wells times 54.1 percent, we can get how many
wells are required to efficiently drain the reservoir.
So four times 54.1 percent is 2.16 wells. So in order
to avoid the interference that we've seen through al
these slides, we would need to drill 2.16 wells per
mle to fully drain the reservoir.

Well, we can't drill fractional wells so if
we want to fully drain the reservoir, then we would
need to round that up to three wells. So this
basically shows that in order to efficiently and fully
drain the reservoir, the proper nunmber of wells would
be three and four wells per mle would be nearly two
wells too many to properly and efficiently drain the
reservoir. And --

Q And that is the three wells per bench that
you are saying the devel opnment plan should be
nodi fi ed?

A Correct. Well, we're saying that four wells
per mle is too many as is evidenced by all of these
slides and in particular by this denonstration of
| ong-termreserves.

Q And the three wells, as an alternative,

t hose woul d be the unbound wells that you woul d
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descri be? Can you descri be unbound wells, the w der
spaci ng?
A Correct. And for themto be conpletely

unbound, it would have to be two wells per mle, but

to fully drain everything, you' d have to drill a third
so you woul d have sone interference still at three
wells, but that -- you trade that off to recover al

of the reserves.

Q Ckay. And then you have a slide, | believe
this is your last slide, that describes the economc
I npact of having a tighter spacing of four wells per
bench versus the w der spreading of three wells. |Is
that correct?

A Correct. So what this shows the proposed
list four wells per bench. |If that's one well too
many per bench as we've denonstrated here, the AFE for
each of the benches, so the first Bone Spring AFE is
11.6 mllion, second Bone Spring is 11.7, third is
11.75. So those three excess wells, just for the
drilling and conpletion add up to $35 mllion in
unnecessary expenditures. And then on top of that,
you drill an extra well, you've got to produce it and
operate it so at $15,000 per well per nonth, lifetine
average in operating cost of 30 years, that's an

additional 16 mllion in excess cost that aren't
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necessary to drain the reservoir. So conbined, that's
$51 million in excessive and unnecessary cost to the
owners of these reserves to devel op and produce the
reserves.

Q And Prima has 2.75 percent working interest.
Can you explain what the differential would be between
those two devel opnment plans with respect to that
particular working interest?

A Yeah. So our -- our total exposure as
proposed by Avant is just under $4 mllion. So if we
take 25 percent of that away, then it's going to save
us basically a mllion dollars in unnecessary costs.
And Avant has stated that 25 percent of the owners in
this unit have not commtted to the unit so that's an
additional alnost ten times that nmuch. So we're
talking $10 mllion net to people that haven't
commtted to this for one reason or another just
exposed by proposing nore wells than is necessary.

Q And that's the burden on the worKking

I nt erest owners.

A Correct. And it's a burden on Avant too,
but | mean it's -- all of this holds true to all
wor ki ng i nterest owners, whether they're drilling it
willingly or having to tag along for the ride.

Q M. Rhodes, if upon review of your exhibits
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the Division agrees with your conclusions, then what
is Prima asking the Division to do?

A We ask that the Division request that Avant
change their devel opnent plan from four wells per
bench to three wells per bench to properly devel op
reserves and protect from econon c waste.

Q And should the Division, if it does not
grant your request of relief and decides to go forward
with the pooling, does Prima request anything fromthe

Division to mtigate Prima's burden in this situation?

A Yeah. It's in the pre-hearing, the speci al
provi si on.
Q That is the special provision.

MR. SAVAGE: And M. Hearing Exam ner,
woul d you like to |look at that or you have it and --

THE HEARI NG EXAM NER:  We can do t hat
after the witness is excused.

MR. SAVAGE: kay. Thank you.

THE HEARI NG EXAM NER:  We wi || do that
at the end.

MR. SAVAGE: M. Rhodes, that's all the
guestions | have. Thank you.

THE HEARI NG EXAM NER: M. Parrot.

MR. PARROT: Thank you, M. Exam ner.
Wuld it be okay if | shared ny screen? Thank you.
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Not sure, but | think M. Savage needs
to stop sharing. GCkay. Thank you.

Okay. | think | mght have actually
done that successfully. Go back to the begi nning.
Okay.

CROSS- EXAM NATI ON
BY M. Parrot

Q M. Rhodes, thank you again for your tine
this afternoon. | have a few questions for you. |If
we coul d please just start off with page 9 of your
presentation. |I'mnot sure if you had an exhi bit
nunber for this. |Is it okay for ne to refer to this
as just page 97

A Sur e.

Q Okay. Would you prefer that | refer to it
I n some ot her manner?

A Nope. That's fi ne.

Q Okay. So I'mhaving a little trouble kind
of noting the tinmeframes on this graph, but it | ooks
tonme like the 1Hwell, it IP d in mybe March of
2013. Does that sound correct?

A Correct.

Q And then the 2H well [P d in perhaps
February of 2014. |Is that correct?

A Correct.
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Q And so it looks to ne |ike you note a step

change in perhaps August or Septenber of 2014 for the

1H well. Correct?
A No. It's only two or three nonths after
that. So if it was -- it was February, then it was

it'd be around May or June.

Q Can you be specific in the nunber of nonths
that the 2H was produci ng before you observed what you
characterized as a step change in the 1H?

A Looks like it's about eight or nine nonths.

Q Okay. So we had a period of production
bef ore that step change occurred from-- period of
production fromthe offset well before that step
change in the parent well occurred. Correct?

A Correct.

Q And then it looks like in perhaps the spring
of 2019, the 2H well returned to type curve. Correct?

A Very briefly, yes.

Q It looks like it lasted from perhaps March
of 2019 until perhaps about March of 2021. |Is that
pretty accurate?

A Alittle longer than actual, but yes.

Q Okay. So | estimated it at 24 nonths. You
m ght say 22 nont hs?

A Sonmething |like that. Yeah.
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Q Okay. So this 2H well returned to type
curve for 22 nonths of production.

A Yup.

Q And what was the cunme [ph] production from
t hose 22 nont hs?

A Looks like it would be about 1,500 barrels a
nonth so it'd be 30,000-ish barrels cunme [ph] for that
timefrane.

Q And why did it return to that type curve?

A That | can't answer. Typically it's
sonething -- fromthe |looks of it, it would be a
mechani cal change that could have | owered the punp
down to increase the flow. They could have fixed a
rod or not a -- a punp, a worn punp or changed an
artificial lift nmethod. | mean, those are all common
occurrences.

Q Ckay. But you don't know?

A No. We don't operate these wells.
Q Do you have data from participating in these
wel | s?

A No. We do not.

Q So you don't participate in these wells?

A No.

Q So you're not sure why that step changed up

| guess happened in 2019 to 2021.
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A | am not .

Q And there are various reasons that the
production fromthe well m ght have gone up for an
al nost two-year period of tine.

A Correct.

Q Okay. Can we tal k about the red dashed |ine
on this exhibit and can you tell nme what that red
dashed |ine represents, please?

A Sure. That's the forecast of the red well
prior to its inpact fromthe green well.

Q So that would be a way of predicting the
estimated ultimte recovery for the 1H well or the
EUR?

A Correct.

Q And what woul d the EUR have been for the 1H
well if the well stayed on that type curve?

A | don't have the exact nunbers here. |
didn't work an exact reserve. |It's pretty apparent
fromthe chart that it's about two tinmes as nuch just
| ooking at the step change there. Just the period
from when they did, whatever happened in 2019, you're
| ooking at a | oss of 50 percent of your production.
And then after that brief two-year period, you' re back
down and substantially | ower than that going forward.

So it looks like it's at least a two tine -- or a 50

Page 145

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

percent reduction in ultinmte reserves.

Q Okay. Can you just answer the question and
tell me what the EUR woul d have been fromthat well if
It stayed on type curve, please?

A | don't have those nunbers.

Q Okay. Did you do a type curve for the 2H
well, the green well?

A | did not.

Q Do you have any idea what the EUR woul d have
been for that 2H well ?

A | do not.

Q O would be for that 2H wel | ?

A | do not.

Q Okay. So fair to say that you do not know
what the conbined EUR for the two wells together would
be.

A No. | did not do the sane analysis as | did
for the Buffalo and Mescalero unit. This is nore of
the -- to denonstrate the immedi ate inpacts of
drilling at this density. | could certainly do the
sane analysis and it would show simlar results, but |
did not do that for any of the units except for the
direct offset and nost relevant two mle unit, the
Buf fal o and Mescal ero.

Q Understood. Wuld it be fair to say that
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the EUR for the two wells conbined is higher than the
EUR based on the red dash |ine?

A It's possible, but with the latest -- the
| ast coupl e years of productions, the red well has
been hit pretty hard so it's hard to know through tine
what those two wells will do.

Q And just |like the red well having returned
to type curve for a couple years based on sonet hi ng
li ke a punp or artificial lift technique, it's also
possi ble that it m ght have declined in production for
t hat sanme reason

A It 1s possible, although typically you would
see that addressed quickly. And as you can see with
the reactionary production after that tinmefranme when
the red well dropped, the green well goes up, and vice
versa.

Q So you're saying if there was a problemw th
artificial lift and the well needed a workover or
cl eanout, you would expect to see that in the first
coupl e nont hs of production as opposed to after the
wel | has been on production for ten years and punps

are wearing out?

A No, | -- if there's a -- if there's an issue
Q Ckay. | just want to nake sure that | --
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sorry.

A Yeah.

Q Sorry. | just want to make sure |

under st ood your answer.

A -- well --
Q It sounded to ne |ike you were saying that
an artificial lift piece of equipment would be nore

likely to fail or wear out on the first few nonths of

production than after ten years and that
you're saying. Correct?

A No. Not at all.

Q Ckay. Okay. Understood. Thank you for

clarifying that. Let's talk about when these wells

were drilled and conpleted. It |ooks I|i

was drilled again early -- maybe even in 2012 but

conpleted and IP'd in early 2013. Correct?

A Correct.

Q And the 2H well would have been drilled in

2013 or '14 and 1P d in 2014. Correct?
A Correct.

Q So these wells were drilled and conpl eted

over ten years ago. Correct?
A Correct.
Q And would you say it's a fair

that not only drilling but also conpleti

's not what

ke the 1H wel

assessment

on techni ques
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have dramatically changed in the Perm an since then?

A I woul d.

Q And were you involved in the drilling and
conpletion of any wells in the Perm an ten years ago?

A No.

Q Is there a possibility that the step change
that you characterized in 2014 could be attri butable
to anything other than interference of the offset
well? For exanple, a failure to properly protect the
parent well?

A If it wasn't properly protected, that would
have shown up earlier in this case, but that is a
possibility.

Q What about natural fractures in the
reservoir that were not observed in 2013? Perhaps not
expected. Wuld that be another possible explanation
for the step change?

A That would be -- so your -- to nmake sure |
understand the question, like there's -- you're
produci ng at natural fractures and you said you got a
limted reservoir and all of a sudden you've drained
that fracture and that's why the step change occurred?
| s that what you're asking?

Q |'"masking if there's a possibility that

natural fractures in the reservoir could help explain
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the step change that you characterize in your page 9.

A It's a possibility, but highly unlikely.

Q Are there any other stratigraphic conditions
that m ght help explain that, |ike sand channel s?

A It's, again, possible but unlikely. | nean,
you're tal king about -- that would have to be a severe

boundary effect scenario there that woul d cause that.

Q And have you | ooked into any of those other
possi bl e explanations in this particular paired
devel opnent scenari 0?

A | have not, but when all of the evidence
over a |arge area shows the sanme thing then that would
be sonething to di scuss about Avant's plans, then they
want to watch out for these hypothetical natural
fractures too.

Q So you're saying that the cases that you
observed were basically very, very cl ose together so
you didn't |l ook for other possible explanations.

A Correct. It's pretty -- pretty obviously
repeat abl e across this area.

Q So let's turn to your page 10. Can you tel
me how many years ago this pair of wells were drilled
and conpl et ed?

A El even, ten years ago.

Q And how about page 11?
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A Ei ght or nine and ten or going back to nine
and ten years ago.

Q And can you answer the same question for ne
for page 13?

A Can you show ne page 13, please?

Q Yeah. Sorry.

A First well was drilled in 2012, second wel
on 2013. Third well on two thousand four -- third and
fourth wells at -- booking at -- bookending 2015 it
| ooks Ii ke.

Q So these are 4 wells that were drilled and

conpl eted goi ng back approximately 8 to 12 years ago?

A Correct.

Q And these four wells were drilled and
conpl eted approxi mately one year apart?

A A year through a year and a half, depending
on the well.

Q And are you aware of, based on your review,
of Avant's proposals of the distance apart in tinme in
whi ch Avant proposes to drill its four wells per
bench?

A Yes.

Q And what is that distance in tinme?

A They proposed drilling four wells per mle

per bench and fromthe testinony today, it sounds |ike
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they intend to do it within six nonths.

Q Wul d you say it's a fair characterization
that wells -- parent-child wells drilled six nonths
apart may have different conmmunication effects than
wells drilled a year to a year and a half apart?

A No.

Q And then how far back in tinme were the wells
drilled and conpleted in page 127?

A Those were drilled eight to nine years ago.

Q Okay. And | ast question, sanme -- or |ast of
this sanme |ine of question, page 14. How | ong ago,
pl ease?

A One to five years ago.

Q Okay. So you have six pages of exhibits

show ng parent-child well interactions. |[Is that
correct?
A Yes.

Q And 4 of them the wells are drilled and
conpl eted about 10, 12 years ago?
A Correct.

Q And one of them was ei ght years ago?
A Three were ten to twelve years ago. One was
ei ght years ago. One was -- | guess two would -- two

woul d be around ei ght years ago.

Q Ckay. And you've only got one that
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presented any data fromwells that were drilled and
conpl eted after 2020. Correct?
A Correct. The direct offset, two mle

| aterals that are nost applicable to the subject

pr oposal .
Q And do you recall testifying earlier that
drilling and conpletion techni ques have changed

dramatically in the past 10 to 12 years?
A Yep.
Q So why didn't you present nore case studies

of wells that have nore apples to apples conparison

for drilling and conpletion techni ques?
A There aren't as many in this area that show
that. There were initial waves of drilling with the

shore lateral spread out through this area that
targeted nultiple benches as discussed in ny testinony
beginning with the map. | didn't highlight a | ot of

t hese because of that, because when you're trying to
show a parent-child relationship, you have to have a
parent-child relationship to | ook at.

So if wells had been drilled at the same
time, then they're not as easily to distinguish. And
if wells are drilled multiple benches on top of each
other at |ater dates, that makes it even nuddier. So

| tried to hit direct offset units, which I did with
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the last three and then a couple nore exanples in the
area fromearly on devel opnment to show that basically
t hroughout time short laterals, long |aterals, whether
you're doing it infalls or offsets, whether you're
doi ng ol d conpl eti on techni ques or nodern conpl etion
techniques with these two mle laterals, the sane
thing is shown over and over and over again, which is
t hat your drainage radius significantly overl aps at

t he proposed four wells.

Q Okay. And what is the percentage of the
drai nage radius at the edge of the drainage radius as
opposed to within the first 25 percent of the distance
of the well?

A Can you rephrase that question?

Q Sure. | will use a different term \What is
the effective drai nage percentage in the reservoir of
the well at the furthest distance of the drai nage
radi us as opposed to 25 percent of the distance from
the wel | ?

A Theoretically, you have a hi gher drainage
near wellbore. That's where you're going to have the
hi ghest concentrati on and the highest connectivity and
perneability that you've created there. As you go
further out, so long as you have perneability, you

should still recover it. [It's just a matter of how
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long it takes to do it.

Q So the recovery factor decreases in
proportion to the distance away fromthe well bore
per pendi cul ar to the well bore?

A Potentially. | would say nore that the rate
of recover decreases the further you go away.

Q Okay. Let's talk about your Exhibit 13.
Can you tell nme what the total EUR is for these four
wel | s?

A Again, | did not |look at the total EURs for
any of the ones except for the direct offset two mle
| at eral .

Q So would it be fair to say that the total
EUR fromthese four wells is greater than what the EUR
woul d have been fromjust the green and pink wells if
the blue and gray wells had not been drilled?

A Certainly in this case where the nodern --
mean, you can see fromthe initial production rates
t hey' ve enployed those nodern techniques. But the
decline is nmuch nore rapid so you're getting an
initial production, but then it drops rapidly. And
within a few years you' re down producing the sane
volunmes that the other wells are.

So it's -- |1 don't think it's apples to

apples to say that, especially when you're starting
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froma point where you' ve got two wells that are
spaced at that same density. | think if you were to
say that the KSI 22 1H well and the Scooter 2H well
had been drilled, that the recoveries fromthose two
wells would end up being very simlar to the
recoveries of drilling all four of these wells.

Q You think it's very simlar, but you don't
know?

A Based off what |'ve | ooked at, conparing the
EURs of the Buffalo and the Mescalero wells, then it
is very sim | ar because space that two wells per mle
you're going to get alnost all of the reserves as you
would drilling four wells. So if those two wells are
basically a mle apart and they're two wells, then,
yes, | think what |I've shown is that you need a third
well to drain it all. So you drill a well right on
the section line there, hal fway between the KSI 22 2H
and the Scooter 1H, but in ternms of excess reserves,
you'd only be getting 16 percent nore reserves than
had you just drilled the two outer wells.

Q So just to make sure | understand correctly,
you' re not contending that the four wells together
produce | ess cunul atively than the two wells would
have produced by thensel ves.

A No.
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A I -- | am--
Q So you're not actually losing total recovery
fromthe reservoir by drilling the four wells versus

just the two wells.

A No. You're not.

Q Okay. And let's just go to your page 17,
pl ease. Let me zoomin on that a little bit,
hopefully make it easier to read. So essentially
you're saying that Avant's devel opment plan wll cost
the working interest owners an extra $51 mllion
because it's four wells instead of three. |Is that
correct?

A Correct.

Q And you testified that 25 percent of the
wor ki ng i nterest owners have not yet conmmtted to the

12 well devel opnent plan. Correct?

A |'"ve just taken that from Avant's testinony
t oday.

Q Do you have any reason to believe that's not
accurate?

A | trust that what they've presented and

sworn to i s accurate.
Q So that would nmean that 75 percent of the

wor ki ng i nterest owners have, for whatever reason,
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decided that they are willing to bear what you

characterize as an extra $51 mllion in cost.
Correct?

A It would, yes. It would appear so.

Q And has Prima or have you rather on Prima's

behal f reviewed the well proposal letter sent to Prinm
by Avant ?

A | have.

Q Did that give you the opportunity to el ect
into each well individually or did you have to el ect
into all 12 wells or none?

A It's nmy understanding that per the JOA
that's proposed that all of themare initial wells and
so that you would have to elect into all of them

Q Do you recall Ms. CGuerra's testinony that
the election is basically a well by well election and
wor ki ng i nterest owners have the option to participate
I n any one or nore of the 12 wells that they woul d
i ke?

A | do, but that appears to conflict with the
proposed JOA.

Q Are you required to sign a JOA?

A You' re not.

Q Okay. So you could participate in let's say
9 of the 12 wells and not the other 3. Correct?

Page 158

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

A | could. | wouldn't want to because you'd

Q That's okay. | understand that you do not

THE HEARI NG EXAM NER: M. Parrot, if
he's answering a question --

MR. PARROT: Under st ood.

THE HEARI NG EXAM NER: -- pl ease don't
speak over him

THE W TNESS: So as proposed, it
woul dn't do us any good to consent to individual wells
because of the proposed devel opnent, you're going to
be getting that interference fromthe offsets that you
don't consent to. So whether you consent to 1 well or
4 wells or 8 wells or 12 wells, you're going to have
t hat damage to the individual well that you
participate in, that econom c damage i n whatever
sliver of this 51 mllion that ends up being.
BY MR. PARROT:

Q | appreciate that. Thank you for clarifying
your position then. You do not agree with the 12-well
devel opnent plan. So I'mgoing to ask you a couple
guestions that don't necessarily correspond to a
specific exhibit but just sort of your overall

testi nony and sone of the comments that you nade prior
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to presenting a specific exhibit. So you stated that
there will be econom c danmage to working interest
owners from Avant's devel opnent plan. Correct?

A Correct.

Q And can you help nme understand or refresh ny
menory as to where in the Division's criteria for
approving a spacing unit econom c danage is a primry
consi deration?

MR. SAVAGE: (Objection on that.

He's not an attorney. And he does not
address | egal matters.

THE HEARI NG EXAM NER:  Sust ai ned.

MR. PARROT: -- [|'Ill rephrase the
guesti on.

BY MR. PARROT:

Q So, M. Rhodes, being an expert in petrol
reservoir engineering, would you say that you
understand the concept of waste as applies to spacing
and wel | spacing?

MR. SAVAGE: |'mgoing to object to
that. There's a difference between a | egal definition
of waste and a industry understandi ng of waste and |
believe M. Parrot is trying to get at a | egal
definition of waste.

THE HEARI NG EXAM NER: M. Parrot,
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woul d you pl ease couch your question in the non-Iegal
under st andi ng of the word waste?

MR. PARROT: |'mnot sure that |'m able
to do that because the statute states that waste is
defined as those words are generally understood in the
oil and gas business. So | don't think it's so nuch
of a legal definition, but it is, |I believe, a
definition that should be well understood by anybody
hol di ng thensel ves out as an expert in petrol eum
reservoir engineering. So let nme ask this.

THE HEARI NG EXAM NER:  Wel |, hold on.

MR. PARROT: I|I'msorry. Go ahead.

THE HEARI NG EXAM NER: | ' m not
finished.

MR. PARROT: Go ahead, pl ease.

THE HEARI NG EXAM NER: So, M. Savage,
| sustain your objection if the question is understood
by the witness to ask a |legal definition of the word
waste. |If the wi tness understands the word waste in
as a termused throughout the industry and not as a
| egal definition, then he should answer the question.

So what is the question, M. Parrot?

BY MR. PARROT:
Q So, M. Rhodes, as an expert in petroleum

reservoir engineering, do you understand the concept
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of waste as applies to petroleumreservoir
engi neeri ng?

A Yes.

Q And woul d you say it's fair to say that that
concept is -- that the total quantity of oil or gas is
| ess and that would be waste, the total quantity of
oil and gas recovered is | ess, that neans waste?

A That is one formof waste. Correct.

Q Ckay. Do you content that econom c waste is
wast e as defined by New Mexi co?

MR. SAVAGE: (bjection.

THE HEARI NG EXAM NER:  Sust ai ned.

You' re asking himas defined by New
Mexi co, that's not an industry standard so pl ease
rephrase the question.

MR. PARROT: Ckay.
BY MR, PARROT:

Q M . Rhodes, do you contend that econom c
danmage is a formof waste as that termis generally
understood in the oil and gas busi ness?

A | -- I"'mnot famliar with all of the
statew de definitions. | know those vary from state

to state. Certainly fromthe industry standard, which

is to have an economic return. |If | spend $11.75
mllion nore than | need to to recover the sane
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reserves, then that is absolutely a very big waste.

MR. PARROT: Ckay. Well, thank you. |
apricate that answer and | have no nore questi ons.

THE HEARI NG EXAM NER: Let's ask any
ot her counsel for any other party, are there any
guestions for this w tness?

M. MClure, are there any questions
for this wtness?

THE TECHNI CAL EXAM NER: | have no
guestions, M. Hearing Exam ner.

THE HEARI NG EXAM NER:  Okay.

M. Savage, do you have any redirect
based on the cross-exam nation?

MR. SAVAGE: | do.

THE HEARI NG EXAM NER: Go ahead.

REDI RECT EXAM NATI ON

BY MR SAVAGE:

Q M. Rhodes, M. Parrot asked you a nunber of
guestions regarding variations in those graphs, for
exanpl e, trendi ng upwards slightly. How would you
characterize those questions?

A | think they were trying to inply that
sonehow - -

MR. PARROT: |'msorry. Objection.
THE HEARI NG EXAM NER: It's alittle
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| ate, M. Parrot.

MR. PARROT: |'m sorry.

THE HEARI NG EXAM NER:  He al ready
started answering the question so let's be a little
bit nore on the ball, please, in the future.

But, M. Savage, there was an
obj ecti on.

What is the objection based on?

MR. PARROT: Vagueness, argunentative.

THE HEARI NG EXAM NER: M. Savage,
you're asking this witness to qualify questions asked
to hinf

MR. SAVAGE: Well, 1'll ask it nore
specifically then.

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

MR. SAVAGE: Okay.

BY MR SAVAGE:
Q M . Rhodes.

THE HEARI NG EXAM NER: And woul d you
strike --

Hol d on, M. Savage.

MR. SAVAGE: Excuse ne.

THE HEARI NG EXAM NER:  Wbul d you stri ke

t hat answer and the question fromthe record, please?
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Now, ask a question, a better question,

pl ease.
BY MR. SAVAGE

Q M . Rhodes, were those questions very
specul ative?

A Yes. | nean, w thout having any interest in
these wells, there's no way of knowi ng what caused
t hose changes in production.

Q And what you were |ooking at with those
vari ous graphs, were you | ooking at broader, nore

clear trends?

A Yes.
Q And can you describe those trends?
A Yes. So those are the entire history of the

wells with distinct overlays of offset wells that show
a very clear near termor imrediate inpact from

devel opnment, offsetting them and then the |ong-term

| npact of those new devel opnents to the original

wel | s.

Q And there was questions regardi ng nechani cal
| ssues and you descri bed them answered to respond to
that. Could you describe what would result if there
wer e mechani cal issues?

A Sure. So different punps, they wear out so

your production volunme drops. Sonetines it's
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significant enough that it's very apparent
I mmedi ately. Sonetines it's a slow wear down. So
you'll see or maybe it's a hole in tubing that starts
as just a pin leak and then through tinme gets bigger
and bigger so the flowis lost to a bigger and bigger
hol e through tinme. So when that happens, the sol ution
IS you repair the punp or replace the punp or change
lift method dependi ng on where you are in the life of
the well and in general you should see a return to
where you were on your decline curve before you
started seeing those issues with sone flush production
to make up for that loss initially, but then it
rapi dly goes back down to the |ong-term decline.

Q So those issues that's nechanical woul d not
show up in the larger dips that you pointed out.

A They certainly can in that long tinmeframe.
| think the exanple that they gave with those two
wells that for a period did recover, that could
potentially be an exanple. You see there, that's --
could very likely be some of that sustained flush
production that |I'mtal king about. And then as it
recovers that flush production, it goes back down to
the trend that it was on before, which is
substantially | ower than the trend that it was on

before the infill and offset wells were drill ed.
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Q Wuld it show up in the aggregate of the

graphs?

A What do you nean by the aggregate?

Q Well, you would see -- these are all kind of
uni que data points. |Is that correct?

A Yeah. It's unique to every well. There's

wells that have really long problemfree run tinme with

punps and there's wells that have very short, |ots of
problemrun tines. So each well is different. Each
well is individual. That's one of the reasons why

when you see this repeated early tinme offset wel
cones online, big step change in production and it's
every single time over and over and over again, the
snmoki ng gun there is the offset well.

Q And then M. Parrot al so specul atively
referred to the possibility of sand channel s, natural
fractures. What is your response to those?

A Those are certainly sonething that can
exist, but in ternms of this large scale field
devel opnent, | nmean, we've got hundreds of wells in
this short area. You would see nore than just an
| npact when a new well cones online. That woul d be
sonet hi ng that woul d happen randomy through the life
of a well. It wouldn't just happen to coincide with

t he exact tinmeframe of a new well com ng online
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offside it -- offsetting it. And it's just -- so it's
certainly possible, but it's not sonething that
appears to be preval ent or common at all.

Q And | believe that you used the word
unlikely in your response.

A Correct.

Q And then M. Parrot talked -- you tal ked
about the parent-child effect. And | believe this --
is this on the wells where there was a difference
bet ween six nonths and one year? And | believe your
response was that did not make a difference. Can you
di scuss that --

MR. PARROT: (Objection.

The question that | asked was 1 year to
18 nonths, not just 1 year.

THE HEARI NG EXAM NER: M. Savage, did
you hear the clarification on the question?

MR. SAVAGE: Yes.

THE HEARI NG EXAM NER:  All right.

So | sustain that.

So pl ease ask the question -- if you're
going to repeat the question, repeat it, you know,
accurately.

/1
BY MR SAVAGE:
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Q M. Rhodes, you nentioned that four wells
per bench | ooked |ike that they were drilled within
di stance of time within six nonths. |s that correct?

A VWhi ch wel | s?

Q |'"mgoing to nove onto the next -- [|'1]
wi t hdraw t hat question. Now, M. Rhodes, you
menti oned that when you get close to the well bore that
the drainage is at a larger rate and when you -- has a
| arger wei ght rate. Wen you tal ked about the
di fference between drai nage versus -- closer to the
wel | bore versus further away fromthe well bore, can
you descri be that difference?

A Sure. So your wellbore is the point that
you withdraw fluids fromthe reservoir so you're going
to drain the closer rock to the well bore faster and
first before you drain the rock that's further away

fromthe well bore.

Q And that does not -- that's distinguished
fromthe anmobunt of production. |Is that correct?

A You nean the ultimate recovery?

Q U timte recovery.

A Yeah. That's nore rate of recovery than

ultimate recovery. So |ong as you have a perneable
channel, which these formati ons do have their own

I nherent perneability and you can contact those and

Page 169

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

get themw thin your radius of influence, then through
time you should drain the reserves, whether it's at
the extent of the drainage radius or right next to the
wel | bore, you will eventually drain those reserves.

Q So as | understand this, the three bench --
the three wells per bench would drain the reserves,
full reserves. Correct?

A More -- yeah. From what |'ve | ooked at, it

woul d nore than drain it. You'd be barely getting any

excess oil fromdrilling a third well, let alone a
fourth well. Wuld be a big waste.

Q Ckay.

A No excess oil.

Q And that would be done wi thout the
i nterference of four wells per bench.

A It woul d be done without that |evel of
I nterference, but as shown with your forecast
conpari ng unbound versus bound wells, you wll have
significant interference still with three wells, |et
al one with four wells.

Q And you're saying that the drilling the four
wel I s per bench, that results in the drilling of
unnecessary wel | s?

A Correct.

Q And you're clearly stating, it |ooks to ne,
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t hat unnecessary expenditure of noney and funds to
drill extra wells, that is also, in your view,
econom ¢ waste.

A Yes.

MR. SAVAGE: | have no further
guesti ons.

THE HEARI NG EXAM NER: M. Parrot, is
there any re-cross on the redirect?

MR. PARROT: No, thank you,

M . Exam ner.

THE HEARI NG EXAM NER:  All right.

MR. SAVAGE: M. Examner, 1'd like to
reserve the witness as far as the rebuttal w tness
before --

THE HEARI NG EXAM NER:  You don't have
to. He automatically --

MR. SAVAGE: Oh. Thank you.

THE HEARI NG EXAM NER: M. MCure, are
there any questions that arose while you listened to
the redirect?

THE TECHNI CAL EXAM NER: None here,
M. Hearing Exam ner.

THE HEARI NG EXAM NER: Excel | ent .

Okay. M. Savage, do you have anot her

W t ness?
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MR. SAVAGE: No. That concl udes our
case-in-chief.

THE HEARI NG EXAM NER:  All right.

MR. SAVAGE: But we do have M. Solt,
our landman available if the OCD wants any
clarification on any matter that regards | and.

THE HEARI NG EXAM NER:  Ckay. Well, the
| and wasn't part of your case-in-chief. Right?

MR. SAVAGE: That's correct.

THE HEARI NG EXAM NER: Ckay. So |
don't think it's proper even to open that w tness up
for questions as this point. Maybe as a rebuttal. |
don't know.

MR. SAVAGE: Okay.

THE HEARI NG EXAM NER:  So let's go --
first of all, let's check the tine. Tine is 4:22. My
conmputer is out of power so if we don't need power
fromny conputer, then we can keep going until five
o'clock. If we do, I'll have to take a break and go
get a power cord.

M. Parrot, this is your application.
Do you have a rebuttal case?

MR. PARROT: We have a brief rebuttal
case.

THE HEARI NG EXAM NER: Fi ne. VWhat does
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it entail ?

MR. PARROT: A few engineering exhibits

that directly analyze M. Rhodes' engi neering

anal ysi s.

THE HEARI NG EXAM NER:  NO neans what ?

MR. PARROT: " msorry, what?

THE HEARI NG EXAM NER:  You said NO s?

VWhat is NO s?

MR. PARROT: I|I'msorry. | don't

remenber sayi ng NO .

THE HEARI NG EXAM NER: Let's
over. Do you have a rebuttal case?

MR. PARROT: Yes.

THE HEARI NG EXAM NER: Great.

conpri ses your rebuttal case?

start

VWhat

MR. PARROT: We have approximately ten

engi neering exhibits that are in direct rebuttal to

the anal ysis presented just now by M. Rhodes.

THE HEARI NG EXAM NER:  Okay.

And whi ch

witness will you depend on to bring those in?

MR. PARROT: That would be M. Kelly,

our engi neering wtness.
THE HEARI NG EXAM NER:  Thank

see himnow. And can you point to where in

you. |

the 19

pages that we have admtted as Prima's exhibit packet
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where in that packet your rebuttal case arises fronf

MR. PARROT: | can do that, if you'l
give nme just one nonent.

THE HEARI NG EXAM NER: Sure. And wil|
you share your screen with us?

MR. PARROT: | wll.

THE HEARI NG EXAM NER:  Thank you.
"Cause | can't see it. And | think while you do this,
l'"mgoing to take a five-m nute break, go get a power
cord and we'll come back on the record in five
m nut es.

(OFf the record.)

THE HEARI NG EXAM NER: It is 4:31.
We're back on the record.

M. Parrot, where would I find these
ten exhibits?

MR. SAVAGE: M. Hearing Exam ner, |
woul d like to object to the rebuttal exhibits.

THE HEARI NG EXAM NER:  In just a
monment .

MR, SAVAGE: Okay.

THE HEARI NG EXAM NER: | first need to
i dentify them before you object to them

MR. SAVAGE: Ckay. Yes, sir.

THE HEARI NG EXAM NER: So hol d on one
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second.

Can you answer that question?

MR. PARROT: Yes, M. Exam ner. They
are in the rebuttal exhibit packet that Avant filed
this norning, beginning at page 22 of that PDF
docunent. The first exhibit is |abeled Exhibit G 10
and they go through --

THE HEARI NG EXAM NER: Ckay, hold -- |
got to catch up with you now Hold on one second.

MR. PARROT: | apol ogi ze.

THE HEARI NG EXAM NER: It's fine. No
point in going on if I'"'mnot with you. So hold on one
second.

MR. PARROT: And |I'msorry, did you
want me to share ny screen?

THE HEARI NG EXAM NER:  Not vyet.

MR. PARROT: Ckay.

THE HEARI NG EXAM NER: Not yet. | just
want to get where | need to go and then we can go on.
Okay. Let's see.

And, M. Savage, as a preview, what is
t he basis of your objection? Just in one word.

MR. SAVAGE: Well, there's severa
bases.

THE HEARI NG EXAM NER: G ve ne one
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wor d.

MR. SAVAGE: Well, the -- one word.
THE HEARI NG EXAM NER:  You can't boil

it down to one word?

MR. SAVAGE: No, | don't think |I can do

that, but | can try to make it as efficient

possible. So you said the criteria was surprise for

the adm ttance of the -- so | believe there
surprise here. Yeah.
THE HEARI NG EXAM NER: Ckay.

right. Let nme nmull that over.

OCkay, so "Avant Operating Rebutting

Exhibit Index D." | have D and then | have

have any G |s that what you said?

MR. PARROT: So yes, there is on the

second page of the exhibit index, there are
exhi bits.

THE HEARI NG EXAM NER:  Ckay.
see it. So G 9 through 207

MR. PARROT: W actually don'
G 9, just G 10 through 20.

THE HEARI NG EXAM NER: G 10 t hrough 20.
Al right. Let nme wite this dowmm. G 10 through 20.

So you are seeking to admt G 10 through 20.

asked you to point to where in M. Savage's

as

IS no

Al l

-- | don't

G

Yes, |

t need

And |

exhi bit
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packet you found the information that results in these

rebuttal exhibits. So now, would you share your

screen?

VR. PARROT: Yes.

THE HEARI NG EXAM NER: Thank you.
MR. PARROT: So I'mgoing to do this

slightly out of order because it makes nobre sense to

answer your question that way.

THE HEARI NG EXAM NER: | see.
MR. PARROT: Starting with G12, this

is an analysis of Prima's exhibits that it just
present ed.

THE HEARI NG EXAM NER:  Ckay.

MR. PARROT: You can see on the |eft
that is Prima's exhibit.

THE HEARI NG EXAM NER: | see it.

MR. PARROT: Thirteen, sane. Fourteen,
sane. Fifteen, 16, 17, 18, these are all Prima's
exhibits. So --

THE HEARI NG EXAM NER: | didn't -- you

went a little fast for ne.

MR. PARROT: |'msorry.

THE HEARI NG EXAM NER: So can you start

back at ten again?

MR. PARROT: Yes, sir.
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THE HEARI NG EXAM NER: And M. Savage,
woul d you identify in each one of these rebuttal
exhibits and they're marked here, now we're at 12.

| would like to start at 10 if you
don't m nd.

MR. PARROT: Sure.

THE HEARI NG EXAM NER:  Ckay.

MR. PARROT: So G 10 and G 11 are not
direct anal yses --

THE HEARI NG EXAM NER:  Ch.

MR. PARROT: -- of the exhibits that I
was just show ng you.

THE HEARI NG EXAM NER: \What are they?

MR. PARROT: O G 12 through 20. They
are essentially just a preface to explain the analysis
in G 12 through G20. So they're just a franme of
reference to explain the analysis that Avant did in
response to Prima's exhibits that were just presented.

THE HEARI NG EXAM NER:  All right. Then
let's start with 12.

MR. PARROT: Ckay.

THE HEARI NG EXAM NER:  Now, M. Savage,
let's ook at their rebuttal Exhibit G 12. Do you see
your exhibit on this page?

MR. SAVAGE: | do.
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THE HEARI NG EXAM NER: Ckay, good. You
see your exhibit. Now, how could they have
antici pated your exhibit?

MR. SAVAGE: M. Exam ner, before you
I nvest substantial funds and tine and energy and
resources in drilling a well in the subject |ands that
t hey propose, they would have done an anal ysis of all
the offset wells that are relevant. So we provided
t he production exhibits over a week ago. This would
be territory that they would have al ready have covered
in their own preparations for drilling and devel opi ng
these wells. So there is no inherent surprise in
this. And what they did instead, they -- you know, we
believe it was a litigation strategy. They proposed
27, 27, 2 hours before, 27 rebuttal exhibits for us to
filter through. And that basically is not feasible.
That is inpossible to prepare for, you know, a
rebuttal.

THE HEARI NG EXAM NER: Ckay. Hold on a
second, M. Savage. You're making two different
argunents here. And so | want to deal wth one
argunent at a tine.

MR. SAVAGE: Okay.

THE HEARI NG EXAM NER: | realize that

t hese have cone in at the | ast m nute. And | did
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advi se both parties that rebuttal exhibits can cone in
at any tinme during a hearing. That doesn't nean |
won't give you the tine necessary to analyze their
rebuttal exhibit if it's admtted. But it's not even
admtted yet.

MR. SAVAGE: Yes, sir.

THE HEARI NG EXAM NER:  So woul d you
pl ease just -- okay. So this exhibit on the left-hand
side of this page of G 12 is your graph.

MR. SAVAGE: Correct.

THE HEARI NG EXAM NER: Okay. And it
was submtted on the 15th in a tinmely manner.

MR. SAVAGE: That's correct.

THE HEARI NG EXAM NER: Ckay. Very
good.

Now, M. Parrot, what about this graph
are you rebutting? Very sinply, what are you
rebutting?

MR. PARROT: The credibility of the

anal ysi s.

THE HEARI NG EXAM NER:  Ckay.

Well, M. Savage, credibility is always
at issue. In any trial or hearing, credibility is

al ways at issue.

So this exhibit | wll admt, G 12.
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(Avant Rebuttal Exhibit G 12 was

received into evidence.)

THE HEARI NG EXAM NER:  And, M. Savage,

are you saying you need sone nore tine to deal with G

127

MR. SAVAGE: W do.
THE HEARI NG EXAM NER:  Fi

time do you need?

ne. How nuch

MR. SAVAGE: W would like to be able

to review the exhibits and provide a surrebuttal if

necessary.

THE HEARI NG EXAM NER:  Ckay.
MR. SAVAGE: A surrebuttal if

necessary. That would parallel --

it?

THE HEARI NG EXAM NER: |
MR. SAVAGE: Ckay.

under st and.

THE HEARI NG EXAM NER: | got it.

MR. SAVAGE: So --

THE HEARI NG EXAM NER: \When do you need

MR. SAVAGE: So we woul d

"til 11 a.m tonorrow.

a.m tonorrow.

|1 ke to have

THE HEARI NG EXAM NER: Per f ect . El even

M. Parrot. Excuse ne.

Are you asking
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your w tnesses about their availability?

MR. PARROT: Yes.

THE HEARI NG EXAM NER:  Yeah. You know,
they can testify virtually. They don't have to stay
in New Mexico if they want to leave. | could
understand that. So we're going to reconvene tonorrow
at 11 a.m to give M. Savage tinme to review and his
expert tinme to review whatever exhibits we admt. But
we're going to go through themnow. We'Ill figure out
whi ch ones we're going to admt based on whatever the
rationale is and we'll see what objections there are.
But if your witnesses want to testify tonorrow, it's
fine with nme. W'IIl pick this hearing up again at 11
a.m Tonorrow. | expect counsel to be here, but
W tnesses can testify virtually. You've all been
sworn in. \Which witness would you want to testify
t onmor r ow?

MR. PARROT: M. Kelly.

THE HEARI NG EXAM NER: M. Kelly, okay.
Is that the only of the witnesses that you believe you
want to call tonorrow in your rebuttal case?

MR. PARROT: Correct.

THE HEARI NG EXAM NER:  Ckay. Fi ne.

M. Savage, are you going to have a

rebuttal case tonorrow?
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MR. SAVAGE: We would look at this and
we would |ike to have the opportunity to submt
surrebuttal exhibits as applicable.

THE HEARI NG EXAM NER:  Well, this can
go on forever. This literally could go on forever
with parties rebutting each other's rebuttals. So
"1l give you an opportunity, just |like they have an
opportunity for rebuttal, I'll give you an
opportunity. But you're going to have nmake good
argunment. It can't just be, well, it's a surrebuttal
and that's how we're going to get it in.

MR. SAVAGE: Understood. Yes.

THE HEARI NG EXAM NER: Ckay. So G 12
is admtted into evidence. What's your next exhibit?

MR. PARROT: It would be G 13 and --

THE HEARI NG EXAM NER: COkay. G eat.
WIIl you pull it up?

MR. PARROT: Sure.

THE HEARI NG EXAM NER:  And this is
G 13. Ah. Well, not yet.

Ckay. Now, M. Savage, do you see your
exhi bit here on this docunent?

MR. SAVAGE: | do.

THE HEARI NG EXAM NER: Ckay. Good.

M. Parrot, what are you rebutting in
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this slide?

MR. PARROT: So | would say both the
credibility and the relevance of this slide. O the
engi neering analysis that was presented in Prima's
slide that's shown on the left.

THE HEARI NG EXAM NER: Right. Well,
that sounds a lot |like the sane rationale for the one
before. What's different in this exhibit than the
exhi bit before, G 127

MR. PARROT: The wells that were
anal yzed by Prima are different and there are errors
in Prima's analysis. And maybe to save us a little
time, it's pretty nuch that way throughout the rest of
our exhibits.

THE HEARI NG EXAM NER: Ckay. Can you
go back one? Can you go back to 12?

MR. PARROT: Sure.

THE HEARI NG EXAM NER:  All right. So
you're saying that the Iron House G oup devel opnent
map view here -- now would you go to 13? | see. So
they're different. Okay. So in each one of these is
a different analysis based on the data given to you by
Prima's M. Rhodes. You' re now going to take that
apart and show why that's not to be trusted let's say?

VR. PARROT: Yes.

Page 184

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

THE HEARI NG EXAM NER: For | ack of a
better word, M. Rhodes.

MR. PARROT: We believe that each of
Prima's slides |acks credibility, accuracy, and
rel evance. And we'll explain why. Wth that being
said, there are a lot of simlarities in why we
believe that to be the case. So we will not be
explaining in great detail.

THE HEARI NG EXAM NER: | see.

MR. PARROT: We'll be, you know, saying
things like there are simlar errors nade on this
slide as a prior slide.

THE HEARI NG EXAM NER: Ckay. Can we go
to 14 now?

l"madmtting Exhibit G 13 now.

(Avant Rebuttal Exhibit G 13 was

recei ved into evidence.)

THE HEARI NG EXAM NER: \Where is M.
Savage's exhibit here in G 14?

MR. PARROT: So you'll see the
Ki ngfi sher Group plot over on the right-hand side and
the plot over on the |eft-hand side. Those are
Prima's exhibits.

THE HEARI NG EXAM NER:  So, M. Savage,

your two exhibits are here on this page?
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MR. SAVAGE: They are, but |
they' re being taken out of context if | can
THE HEARI NG EXAM NER:  You'l |

to deal with all of that through cross-examn

bel i eve
expl ai n.
have tinme

nati on and

your own rebuttal because obviously now this is a

surprise to you. You know, these exhibits t
admtting, including G14, nowthis is the f
you' re seeing this.
(Avant Rebuttal Exhibit G 14
recei ved into evidence.)

MR. SAVAGE: Yes, sir.

hat |'m
irst tine
was

THE HEARI NG EXAM NER:  So obvi ously you

can bring your own exhibits to rebut this --

MR. SAVAGE: kay. Thank you.

THE HEARI NG EXAM NER:  -- in
rebuttal case and your witness can testify.
have to tell you how to do your | ob.

Okay. So G 12, G 13, G 14 ar
adm tted. How about G 157

Does this | ook --

MR. PARROT: It's basically t
t hi ng.

THE HEARI NG EXAM NER:  Sane t

your

| don't

e all

he same

hi ng?

MR. PARROT: You can see Prinm's

exhibits on the top left and top right.
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THE HEARI NG EXAM NER
right and top left. Okay. Fine.

Right. ©Oh, top

This is G15 is admtted i nto evidence.

Let's keep goi ng.

(Avant Rebuttal Exhibit G 15 was

recei ved into evidence.)

MR. PARROT: You can see Prinm's

exhibit on the left side.
THE HEARI NG EXAM NER
adm tted.

Ckay. G 16 is

(Avant Rebuttal Exhibit G 16 was

received into evidence.)

MR. PARROT: You can see here Prima's

exhibit on the top left.
THE HEARI NG EXAM NER
Top left.
MR. PARROT: Yes.
THE HEARI NG EXAM NER:

need to make a change to this?

Top left only?

Okay. Do you

MR. PARROT: | apol ogize. \What?

THE HEARI NG EXAM NER

Do you need to

make a change to G 17? 1Is it accurate?

MR. PARROT: No. Yes.

Sorry. Ckay.

So there is an error on the bottomright graph and

we' |l explain that during testinony.

It's sonething

Page 187

Veritext Lega Solutions

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



© 00 N oo o b~ wWw N

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

that is not material to our rebuttal case.

THE HEARI NG EXAM NER:  Ckay. Al
right. Al right. | just wanted to make sure.

Ckay. G 17 is admtted into evidence.

(Avant Rebuttal Exhibit G 17 was

recei ved into evidence.)

THE HEARI NG EXAM NER: Let's see 18.
VWhi ch one of these is Prima's graph? Right, I'm
gathering that. What are you trying to show here?

MR. PARROT: So this does not have one
of Prima's exhibit onit. This is a rebuttal to
Prima's set of exhibits asserting that three wells per
unit is the optimal -- actually, 2.17 wells per unit
Is the optiml spacing.

THE HEARI NG EXAM NER:  And where in
Prima's exhibit do you get the 2.71 data? 1Is that in
the affidavit or where is that?

MR. PARROT: | can give you the page
number fromtheir exhibit if you don't m nd

THE HEARI NG EXAM NER: Sure. That's
what | want. Yeah.

MR. PARROT: So that would be page 16
out of 18.

THE HEARI NG EXAM NER:  Ckay.

MR. PARROT: There's the 54.1 percent
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results in 2.16 wells required.

THE HEARI NG EXAM NER:  Okay.

MR. PARROT: Yeah

THE HEARI NG EXAM NER: And this page or
this exhibit rebuts that testinony that that's the
opti mal nunmber of wells to drain the reservoir.

MR. PARROT: That's correct.

THE HEARI NG EXAM NER: Ckay. And what
Is this saying? This is saying the optimal is four?
s that what this is saying?

MR. PARROT: You know, | think I'd
probably better leave it up to our engineering exhibit
to explain the exhibit in -- our engineering wtness
to explain the exhibit in detail, but it basically is
arguing that entire spacing | eads to prevention of
waste and the wells are still econom c.

THE HEARI NG EXAM NER: Ckay. All
right. | understand. And that's really the crux of
your case.

MR. PARROT: Correct. Well, the crux
of our case is that the plan prevents waste. The
econom ¢ argunment we believe is not rel evant.

THE HEARI NG EXAM NER: Ckay. Ckay.

So this G18 is admtted.

(Avant Rebuttal Exhibit G 18 was
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received into evidence.)

THE HEARI NG EXAM NER:  What's G 19
based on?

MR. PARROT: Basically, it's additional
data simlar to G18. So just like Prima presented
six slides that are all very simlar to show a trend,
Avant is presenting nore than one slide show ng that
t hey' ve | ooked at nore than one situation. So in
Exhibit G 18, you can see this is the Batman unit.

And you can see that this is the Cutbow unit.

THE HEARI NG EXAM NER:  Yes. | see.

MR. PARROT: And you can see in the
summary of the slide in the |last sentence that this
devel opnent plan prevents waste.

THE HEARI NG EXAM NER: That's not the
i ssue for me because that should have been in your
case-in-chief. | mean, that's the whole basis of your
case is that what you' re doing prevents waste and
protects correlative rights. But |I'mlooking
specifically at exhibits that rebut testinony that you
woul d not have anticipated. | would have thought you
woul d have antici pated the waste argunent. But --

MR. PARROT: My | address that
concern?

THE HEARI NG EXAM NER:  No. No. Thank
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you. We don't have enough tinme to address everything.

But so I'madmtting G 19.

(Avant Rebuttal Exhibit G 19 was

received into evidence.)

THE HEARI NG EXAM NER: And G 207

MR. PARROT: So again, we've shown
Bat man, the Cutbow. This is showi ng yet another unit,
Airstrip show ng type curves and in this case, we're
showi ng cunul ati ve production. You nmay recall that |
was asking some cross-exam nation questions about
cunul ati ve production and that anal ysis was not
performed so Avant's engi neer has taken it on hinself
to performthat analysis.

THE HEARI NG EXAM NER: And what does
this exhibit rebut in Prima's evidence?

MR. PARROT: So we received the order
denying the notion to dismss on the 13th. The next
day Avant filed a pre-hearing statenent stating that
in recognition of that order it was shifting to focus
nore on the overdrai nage being caused by four wells in
a unit rather than Avant not being able to performa
12 well in 1 year devel opnent plan. So leading up to
the hearing, all of the filings that Prim had fil ed
were basically objecting to Avant's ability to dril

12 wells according to its devel opnent plan and Avant
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having an inproper tineline. The day after that order
cane out, which was the 14th, Prima signified a
significant shift inits strategy for the hearing. In
response to that shift, Avant undertook an anal ysis of
whet her overdrai nage woul d be caused by four wells in
a mle. And that's what this exhibit addresses. And
we were not privy to that change in strategy until the
14t h.

MR. SAVAGE: M. Hearing Exam ner, can
| object to that explanation?

THE HEARI NG EXAM NER:  Go ahead.

MR. SAVAGE: Thank you.

THE HEARI NG EXAM NER: \What's your
obj ecti on?

MR. SAVAGE: The objection is that he
is conflating the notion to dism ss and
recharacterizing it as the case-in-chief. It is not.
Let's say we never did that notion.

THE HEARI NG EXAM NER: | al ready
under st and.

MR. SAVAGE: Ckay. Okay.

THE HEARI NG EXAM NER: | get the point.
And | agree with that.

So, M. Parrot, unless you can show ne

that Exhibit G 20 rebuts sone evidence that was fil ed
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on the 15th, then I'mgoing to let G20 in. And we
haven't even tal ked about 10 or 11 yet.

MR. PARROT: Ckay. So it's a second
anmended pre-hearing statenent that was filed on the
14th. Prima stated "Prima interprets the order
denying the notion to dismss to nean that the issue
of whet her Avant needs a devel opnment plan option,
given the nunber of initial wells proposed remains in
t he proceedi ng subject to exam nation during the
guestioning. For the hearing, Prima's main objection
is to Avant's pooling application on the basis that
Avant's proposed devel opnent plan of drilling 12 wells
w || overproduce the Bone Spring formation in the
subject plans.” It's that specific statenent that is
the rebuttal -- the purpose of these rebuttal
exhibits. So prior to that statenment being filed on
the 14th, Avant was never on notice that Prim's
primary objection was that 12 wells will overproduce
the Bone Spring formation. That was new i nformation
that we received five cal endar days before the
heari ng.

THE HEARI NG EXAM NER:  Wel |,

M. Parrot, I'mstill |eaving the door open for you to
show ne the evidence that Prima filed that this

rebuts, but that argunent is not working for ne
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because of several reasons. No. 1, the fact that
Prima was chal |l engi ng your devel opnent plan should
have been obvious fromwhen they filed the notion to
di sm ss the applications. Wich of course | denied
because there was no grounds at that point to dismss
your applications. But you knew that they were
obj ecting to your, you know, "overproduction” from
this formation. So |I'mnot buying that. |1'm also not
under st andi ng why this would not be in your
case-in-chief. |If you were trying to show that the
way you're developing this formation is prudent, this
should easily be part of that case. And |'m not going
to allow information to cone in in a rebuttal case
that should have been in a case-in-chief. So I'm
going to reserve judgnment on G 20. Wat about 10 and
117

MR. PARROT: Ckay. Do you mnd if |
make a comment ?

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

MR. PARROT: Ckay, so what | was
expl ai ni ng about the pre-hearing statenment submtted
on the 14th basically was to characterize Avant's
expectation of the evidence that Prim woul d be
submtting in this hearing.

THE HEARI NG EXAM NER:  Ckay.
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MR. PARROT: So as of the 14th, Prim
-- sorry. Prima filed its engineering exhibits that
were just presented. And this exhibit is intended to
rebut Prima's engineering exhibits that were just
present an hour ago.

THE HEARI NG EXAM NER: I n what way?

MR. PARROT: So you'll see the summary
on the slide that this is an analysis of a unit that
was devel oped with four wells per mle and tal ks about
t he average recovery for each of those wells and the
exi stence of parent-child well comrunication between
those wells in a four well per mle unit that was
drilled with relatively nodern drilling and conpl etion
t echni ques.

THE HEARI NG EXAM NER:  And where do |
see that in this exhibit?

MR. PARROT: Ckay. So the first
paragraph in the summary, in the |ower |eft-hand
corner summarizes this. The data in the -- |'msort
of getting dangerously into the testinony that would
be presented by an engi neer.

THE HEARI NG EXAM NER: This is just
argunment so it's not a problem

MR. PARROT: Okay. So --

THE HEARI NG EXAM NER: But |'mstill
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readi ng this paragraph here that you said said one
thing and | want to see that it says that.

MR. PARROT: So Matador's Airstrip unit
was devel oped with four wells per section spacing in
2017, '18, and '19 and the average well produced over
200, 000 barrels of oil per 10,000 feet of |ateral
despite nultiple parent-child well interference
events. And the graphs and pictorials show where
those wells are, the EUR curve that was used to
determ ne the EUR and show ng the average cune [ph]
oil production per well. So the graphs or the data
t hat support the summary, the sunmary is that
notw t hst andi ng the anal ysis and contention that you
just heard from M. Rhodes that parent-child wel
i nterference causes econom ¢ damage is actually
appropriate to drill four wells per mle and those
wells are not only going to be economic but that they
are going to cumul atively produce nore oil per section
than two or three wells woul d.

THE HEARI NG EXAM NER: So, M. Savage,
in the first paragraph of the summary that the phrase
"parent-child well interference" is nentioned, and
that was a contention of your expert witness that the
parent-child relationship woul d degrade the production

of these wells, making this overproduction basically
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that was part of the argunment that your w tness
advanced. Do you disagree with me?

MR. SAVAGE: Can we go back to the G 20
so | can look at it?

THE HEARI NG EXAM NER: Yes. O course
you can.

MR. SAVAGE: Thank you.

THE HEARI NG EXAM NER:  Sonehow we - -
yeah. Thank you. So did you hear what | said?

MR. SAVAGE: Ckay. Yes, | did.

THE HEARI NG EXAM NER:  So how is this
not a rebuttal exhibit?

MR. SAVAGE: Can | give a full
expl anation on that?

THE HEARI NG EXAM NER: Pl ease.

MR. SAVAGE: Ckay. So the first
justification M. Parrot used was based on the PHS.
And then he switched that and now we're | ooki ng at
he's saying it rebuts a specific exhibit in
producti on.

THE HEARI NG EXAM NER:  Yes. He's a
clever lawer, M. Savage.

MR. SAVAGE: Yes.

THE HEARI NG EXAM NER:  And |'m sure so

are you so okay.
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MR. SAVAGE: So | don't believe those
justifications are valid, but it |ooks to ne like it
appears M. Parrot did. He asked sone cross-exam ni ng
questions that expanded the scope of the discussion
and introduced a discussion of the parent-child that,

I f you renmenber that M. Rhodes did not initially
bring up the parent-child. That was sonething that
was i ntroduced through cross-exam nation. So he
responded to that. So in a way, M. Parrot's creating
his own strawman.

THE HEARI NG EXAM NER:  Al'l right.

Let's hold on for a second.

M. Parrot, can you show ne where in
Prima's exhibits the termparent-child is nentioned?

MR. PARROT: |'mnot sure that the
exhi bits use the exact phrase parent-child. There are
mul ti ple discussions in here of what are effectively
parent-child well relationships. The term nology is
not material. You can call it proximate well, you can
call it parent-child. There are all kinds of industry
terms that are used for this relationship.

THE HEARI NG EXAM NER: Are any of those
terms or that concept in his exhibits?

MR. PARROT: Yes.

THE HEARI NG EXAM NER: Can you show ne
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wher e?
MR. PARROT: So | will -- yes.
THE HEARI NG EXAM NER:  Thank you.
MR. PARROT: Do you want ne to do the

share screen?

THE HEARI NG EXAM NER: | do. Thank
you.

MR. PARROT: Okay.

THE HEARI NG EXAM NER:  Weren't you
al ready doing -- isn't that how you are show ng nme
t hi s?

MR. PARROT: Yeah, actually, | think |
can do it through the rebuttal exhibits. So you'll
see in Avant's Exhibit G 12 there is a reproduction of
one of Prima's exhibits. And in this reproduction,

|"mgoing to zoomin so that you can actually read

this. So this shows a well initially drilled in early
2013. That's the Ironhouse 1H well. That woul d be
considered a parent well in that unit or an initial

wel | or however you want to phrase it. And then the
green line is the well that was drilled approxi mtely
a year |ater and that well was brought on, you know, a
significant amount of time after the initial well was
brought on so that --

THE HEARI NG EXAM NER: |s that
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considered an infill?

MR. PARROT: That could be consi dered

infill or a child well.

THE HEARI NG EXAM NER: | see.

MR. PARROT: | nmean, there's different
termnologies and it's not material. It's just
semanti cs.

THE HEARI NG EXAM NER:  Ckay.

MR. PARROT: So this concept is
enbodied in this slide. And the same concept is
enbodied in nost of Prima's slides. [It's showing a
conparison of a well that was brought on and then a
| ater point in tine a second well was brought on and a
third and a fourth.

THE HEARI NG EXAM NER:  Ckay.

So, M. Savage, even though the term
parent-child was not in your exhibits, | can
understand how this idea of the initial well and then
infill wells that can affect the production of the
initial well, | understand why --

Can you go to 20 again?

THE HEARI NG EXAM NER: | can under st and
-- still not seeing G20. | see 19.
MR. PARROT: |'msorry. That was G 19.
This is G 20.
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THE HEARI NG EXAM NER:  You know,
M. Savage, |'mgoing to admt G 20, but I'mgoing to
give you wide latitude to admt your own rebuttal
exhibits to prove your point, to cross-exam ne, |'lI
get it, Kelly tonmorrow and be prepared. So we that

said, we have 12 through 20 admtted as rebuttal

exhibits.

(Avant Rebuttal Exhibit G 20 was

received into evidence.)

THE HEARI NG EXAM NER: \What about 10
and 117

MR. PARROT: Okay. So G 10 is -- it's
doing two things. First of all, it's just providing a

frame of reference for Exhibits G 12 through G 20 so
that the Division can see the proximty of those
anal yses to the subject unit.

THE HEARI NG EXAM NER: | see.

MR. PARROT: Secondly, it is directly
rebutting Prima's exhibit that was show on page 8 of
its exhibits and that's not actually included in
Avant's rebuttal exhibits, but I can put it up on the
screen if that would be hel pful.

THE HEARI NG EXAM NER: Go ahead.

MR. PARROT: Okay.

THE HEARI NG EXAM NER: Let's see 8.
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MR. PARROT: So as you can see here,
Prima presented an anal ysis of proxi mate devel opnment
with fewer than four wells per section. And |I'm going
to stop sharing and go back to Avant's rebuttal
exhibits. And as you can see from Avant's rebuttal
exhibits, this is an analysis showi ng proxi mate
devel opnent of four wells per section.

THE HEARI NG EXAM NER: Ckay. That's
G10. G 10 is admtted. \What about 117

(Avant Rebuttal Exhibit G 10 was

recei ved into evidence.)

MR. PARROT: Sorry. So G 11 is, again,
fram ng the analysis that is presented in G 12 through
20 and it's somewhat denonstrative to show the -- for
wel | per section devel opnment that is analyzed in G 12
through G20. So it's not --

THE HEARI NG EXAM NER:  Ckay. I
understand. |I'mnot letting in G11. [It's the one
exhibit I'"mnot going to admt because this shoul d
have been part of your case-in-chief. It would have
been a good exhibit for your case in chief, but it's
not there so okay. So we've dealt with your rebuttal
exhi bits.

M. Savage, when will you have your

rebuttal w tnesses? 'Cause you do have to share them
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with M. Parrot and giving himenough tine and his

expert witnesses to reviewthemas well. So if we're
reconvening at 11 a.m tonorrow, when will you have
your rebuttal? |If you have any, when will you have

t hent?

MR. SAVAGE: Nine o'clock.

THE HEARI NG EXAM NER: s that fair?

MR. PARROT: Yes.

THE HEARI NG EXAM NER: Two hours?

MR. SAVAGE: Okay.

THE HEARI NG EXAM NER:  Ckay. Al
right.

James, you feel |ike you have a grasp
of the exhibits that were admtted and not?

THE REPORTER: Yes.

THE HEARI NG EXAM NER:  Ckay.

Okay. Your anended packet or your
exhi bit packet with the corrections to the
suppl emental , although I'd prefer it not be called a
suppl enent exhibit packet. Wiy not just call it the
-- why don't you just call it your first anended
exhi bit packet? Do you have the edits that you were
going to make that we tal ked about earlier today?

MR. PARROT: We know what we are

supposed to do.

Page 203

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

THE HEARI NG EXAM NER:  Ckay. You do.

MR. PARROT: Yes.

THE HEARI NG EXAM NER: Now, is there
enough tinme for you to put G 10, 12 through 20 in with
the other exhibits so that we have one docunment filed?

MR. PARROT: By nine o'clock tonorrow
nor ni ng?

THE HEARI NG EXAM NER: By el even
o' cl ock tonorrow norning.

MR. PARROT: The only chall enge that we
woul d have is the correction of the affidavit which
requires a notary. So other than that, yes, we can
reorgani ze the pages.

THE HEARI NG EXAM NER:  Ckay. And mark
Exhibit G and Exhibit D and the other ones that
weren't marked and et cetera.

MR, PARROT: Okay.

MR. SAVAGE: M. Hearing Exam ner, you
could do a self-affirmstatenent and not have to have
the affidavit.

THE HEARI NG EXAM NER: Thank you.

Did you --

MR. PARROT: | did. |If that's going to

be acceptabl e as opposed to an actual affidavit.
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THE HEARI NG EXAM NER: It works.

MR. PARROT: And if there's no
objection fromPrima that we're submtting a
self-affirnmed statenent.

THE HEARI NG EXAM NER:  Cbvi ously not.

MR. PARROT: Yep.

THE HEARI NG EXAM NER:  He's being
graci ous.

Okay. Let's see. The tinme nowis 5:06
p.m W are --

THE TECHNI CAL EXAM NER: M. Heari ng
Exam ner, if | could nmake one request --

THE HEARI NG EXAM NER: Yes. (o right
ahead.

THE TECHNI CAL EXAM NER: -- for the
neeting or the reconveni ng tonorrow.

THE HEARI NG EXAM NER: Go ri ght ahead.

THE TECHNI CAL EXAM NER: | f Avant coul d
provide the conplete affidavit of publication for this
case rather than only partial, that way we can prevent
the possibility of a continuance while they provide
that to us.

THE HEARI NG EXAM NER: Ms. Graham

MS. GRAHAM Yes. 1'Il have to have a
| ook at what M. McClure's referring to.
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THE HEARI NG EXAM NER: \What page nunber

are you on, M. MC ure?

THE TECHNI CAL EXAM NER: Ooh. It's
towards the end. |It's page nunber -- try to find it
i n my notes here.

THE HEARI NG EXAM NER:  Try 222. |
think 223 was the beginning of G Try 222.

THE TECHNI CAL EXAM NER:  Yeah, 221.

Al right.
THE HEARI NG EXAM NER: Cl ose enough.
THE TECHNI CAL EXAM NER: 221 | believe
Is what | have. It mght be 222. |If you'll notice --
M5. GRAHAM Ch, | --
THE TECHNI CAL EXAM NER:  -- it's
m ssing half of the affidavit which we will need that.

THE HEARI NG EXAM NER: They' re not
seeing it, M. MCure. Hold on.

MR. PARROT: Sorry. We're seeing an
affidavit of publication on page 221 and 222.

But, M. MClure, are you saying that
what you're |ooking at is cut off or sonething?

THE TECHNI CAL EXAM NER: That is

correct, sir. If you'll notice on the one that starts

on page 221, it's mssing the details to the case.

has, you know, all your interested parties, but I'm
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not seeing where in the case itself is referenced and
It tal ks about the spacing and such and such and such.
It looks like the later half of the newspaper clipping
what's cut off is what appears.

MR. PARROT: Ckay. | think there's a

possibility that this is our error and it's a

possibility that we didn't receive the full inmage from
t he newspaper. |If it's our error, then we can easily
correct it by tonmorrow. |If it's because we did not

get the full version fromthe newspaper, then it m ght
take a little time to get that full version.

THE HEARI NG EXAM NER: And that's fine.
We woul dn't take the case under advisenent until we
have that docunent. But that, you could submt
separately. | just want the corrected exhibit packet
to be filed tonorrow by the tinme the hearing starts so
| have one docunent to |look at for everything that
we're tal king about. But |I'mnot inposing that on
Pri ma because |I don't even know if Prima wll have
rebuttal exhibits. And if it does, I'lIl give you a
chance after the hearing tonorrow to conpile it into
one docunent for the Division to review. So again, we
are in recess until 11 a.m tonorrow norning and thank
you. Good night.

(VWher eupon, at 5:08 p.m, the
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CERTI FI CATE

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

hereto, nor financially or otherwise interested in the

outcone of this action. :Z%ééggf

JAMES COGSWELL

Notary Public in and for the

State of New Mexico
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CERTI FI CATE OF TRANSCRI BER

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

otherwi se interested in the outcome of this action.

SANDRA HUANG
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