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08:59 Tuesdafrebruary 2024 09:01 1 submitted within 30 days of that precedingnt.
2 (8.59 am) 2 MR DRYMER: That means 90 days?
3 THE PRESIDENT: Good morning, everyone. It'sywit 3 MR ANWAY: That's correct. The principal reaserio know
4 exactly 9 o'clock but | see everyone is ready, 4 the time charged for all of those activitiéistakes
5 | think we can start. 5 30 days, just given the invoicing systems.
6 Mr Moy is ready as well. 6 MR TUSHINGHAM: And that's agreed by the Claimant.
7 DR MOY: Yes. 7 THE PRESIDENT: That's agreed.
8 THE PRESIDENT: Good morning, sir. 8 MR TUSHINGHAM: Yes.
9 DR MOY: Good morning. 9 THE PRESIDENT: Fine, so we'll discuss it witHiret
10 MR TUSHINGHAM: Madam President, just before vegin, 10 Tribunal over lunch. | don't expect any isatar
11 | wonder whether we might just have a veigfbr 11 difficulties, but let's discuss it and thewert to
12 discussion. We've been in discussion wittfriends 12 you. Thanks for having done the work --
13 on the other side about a few logistical enatt 13 MR TUSHINGHAM: Thank you.
14 concerning post-hearing briefs and the doairgs. 14 THE PRESIDENT: --for us.
15 I'm entirely in your hands as to whether wawild like 15 Can | start with Dr Moy now?
16 very briefly to discuss that now or whetheu yvould 16 MR NEWING: Yes, Madam President.
17 prefer to discuss that later in the day. 17 (9.02 am)
18 THE PRESIDENT: Well, maybe you can addresswt,miefly, 18 DR SIMON MOY (called)
19 so we hear what you have to tell us and dioeing the 19 THE PRESIDENT: Good.
20 lunch break, for instance, we can discustliin the 20 You are Simon Moy?
21 Tribunal and revert to you later. That madessse. 21 DR MOY: Yes, | am.
22 MR TUSHINGHAM: Of course. Stephen. 22 THE PRESIDENT: From Rockflow Resources.
23 MR ANWAY: Members of the Tribunal, we recognisg a bit 23 DR MOY: | was formerly at Rockflow.
24 early to be discussing this, given that wiehstve 24 THE PRESIDENT: Oh, yes, we heard that you hasgéd firm.
25 another day and a half of hearing time keft,we have 25 Can you specify what your new firm is?
Page 1 Page 3
09:00 1 reached agreement on | think all of thei-pearing 09:02 1 DR MOY: Xodus.
2 matters and we thought it may be beneficiatHe 2 THE PRESIDENT: Yes. Good, thank you. When did ghange?
3 Tribunal to have the benefit of our thinkirefdre 3 DR MOY: December 2022.
4 perhaps it starts discussing these matted§ its 4 THE PRESIDENT: 2023?
5 Number one, the parties have agreed rui to 5 DR MOY: No, 2022.
6 post-hearing briefs. That's principally faot 6 THE PRESIDENT: No, the reason I'm saying 2028isause
7 reasons. One, it's very clear to | think gope in 7 | don't think it was signalled in your secoegdort
8 the room that all three members of the Tribana 8 that is from 15 September 2023. But maybéssed it.
9 extremely on top of the file. And number twithink 9 DR MOY: Yes, I've been there over a year.
10 both sides are trying to be cost-sensite for that 10 THE PRESIDENT: Good.
11 reason the parties have agreed not to dehpasing 11 You have provided us with two expert repdghe
12 briefs, subject, of course, to the Tribunaésvs. 12 first one of 30 September 2022 and the secpadf
13 THE PRESIDENT: No, you don't have to explairs floirther, 13 15 September 2023.
14 because that would have been our proposetias 14 DR MOY: Yes.
15 MR ANWAY: Excellent. Number two, that the pagtido 15 THE PRESIDENT: You are heard as an expert. iAsxpert
16 corrections to the transcripts within 30 dafys 16 you are under a duty to make only statemients
17 receiving the last audio file, since the adile, 17 accordance with your sincere belief. Canplease
18 given all the translations, is importanttte t 18 read the expert declaration.
19 corrections to the transcript. 19 DR MOY: | solemnly declare upon my honour andsoéence
20 Number three, that the parties have $8 ttamark 20 that my statements will be in accordance mijtsincere
21 "redactions" to the video, if any, and caesiswith 21 belief.
22 the Tribunal's procedural orders, the ot would 22 THE PRESIDENT: Thank you. So we have receiady
23 have 30 days to respond to the commentstfrerfirst 23 presentation, and you know that you have ibbites, and
24 party on those issues. 24 you know that 15 minutes is short.
25 And finally, number four, that costs sugsions be 25 DR MOY: Yes, thank you very much.
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09:04 1 May | start, Madam President. 09:07 1 once they've been developed. These depetinee
2 (9.04 am) 2 interacting elements: reservoir, well andacef which
3 Presentation by DR MOY 3 are defined using material balance, IPR cyied
4 DR MOY: Hello, Madam President, and members ef th 4 tubing curves. These interact via pressiuil f
5 Tribunal. | would like to first of all give litle 5 properties, permeability, well configuratiamd
6 bit of information about myself. My name isn®n Moy, 6 together they determine flow rates and ultemat
7 I'm a reservoir engineer with 27 years' upsire 7 recoveries. Each of these three elemenidem@ibed
8 experience. I've been an integral part oéstface 8 in detail in my first and second reports. Tethods
9 teams responsible for onshore developments in 9 I've used are industry standard.
10 Turkmenistan and offshore developments inidad. 10 Of these three I'm going to focus onntfagerial
11 I've been responsible for the classificaand 11 balance method and its applicability to thev&kian
12 categorisation of resources for two oil conypéPOs, 12 prospects.
13 Burren Energy and Bayfield Energy. I've utaleen due 13 (Slide 5) So the material balance methaed
14 diligence on projects worldwide, in Africasia, and 14 across an extremely wide range of reseryped for
15 Europe. I'm a member of the SPEE, the Soofet 15 both oil and gas. It can be used for resesvmder
16 Petroleum Evaluation Engineers. It's a $peidich 16 a range of drive mechanisms, including sotugjas, gas
17 promotes the high standards in resourceesaivoir 17 cap, aquifer, and compaction drives, andnttze used
18 evaluations. 18 in low permeability reservoirs.
19 I'd like to follow on briefly from my delague 19 The left-hand example on the screerkirtérom
20 Mr Atkinson's presentation, and make an ingmbipoint. 20 Dr Longman's reports. That's an extreme pl@rand in
21 The GCOS, the geological chance of succas®rs in 21 fact represents 12 separate fields. In faaterial
22 chance of discovery. It takes into accoasérvoir 22 balance could be used on each of those sefyara
23 presence and quality, trap and seal, thepcesof 23 A more realistic configuration is the gea
24 source rocks to generate oil and gas. Ahese are 24 example on the right-hand side of the slidech
25 present in the Slovakian licence areas. p\edse bear 25 includes both sealing and non-sealing faditse oil
Page 5 Page 7
09:05 1 in mind that two historical wells blew @lute to the 09:09 1 here, which is the shaded area, is irspres
2 presence of oil and gas. 2 equilibrium and has a single oil water contact
3 So in this short presentation I'm goingdo 3 Production causes the pressure to declingjiffiedent
4 through the key elements of my work and medtamy, and 4 fault blocks may show pressure declining té¢idint
5 there's four main elements: production prsfile 5 rates. However, what's important is thatgigie
6 benchmarking, development plans, and the dpreint 6 correct averaging method, one can derive
7 schedule. 7 a representative average reservoir pressaiehwan
8 (Slide 3) My starting point has been Mmtaod's 8 then be input into a material balance calmnat
9 calculation of the P50 discovered volumesis Tias 9 For the Slovakian prospects, the pressures
10 been derived from a rigorous industry-stathdaethod to 10 calculated from the material balance metkbpdasent
11 determine which of the prospects would beadisred 11 just such an average reservoir pressure.
12 following an exploration campaign. 12 So, what is observed in the Polish Caipat
13 I've generated production profiles fateprospect 13 fields. So the Ceranka report, Exhibit AA-&dntains
14 based on sound reservoir engineering priegipl 14 a number of cross-sections showing oil ¢histidns.
15 Importantly, these calculations have usegity 15 (Slide 6) Now, as can be seen in theabtige, in
16 values, such as for oil and reservoir peritigab 16 the cross-sections shown, despite extrerdagpand
17 et cetera, taken from Slovakian data. Bemckimg has 17 possible internal faulting, continuous disitions of
18 been done for both gas and oil by compamstmPolish 18 oil are apparent -- these are shown as tieageas in
19 Carpathian examples, including the PGNIG kiguly 19 each -- with a single oil contact, oil watentact,
20 supplied by Dr Longman. 20 and a single depth. The presence and ditnibof
21 High-level development schemes and sébedu 21 oil is confirmed through multiple penetratinglls.
22 appropriate for the size and type of theseodieries 22 The oil distributions shown in the cross-east
23 is also presented. (Pause) 23 indicate that they are in pressure equilibriu
24 (Slide 4) So, once prospects have besniified, 24 Depletion resulting from production magult in
25 I've calculated the production that wouldeRpected 25 a range of pressures across the wells atidbfacks,
Page 6 Page 8
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09:10 1 but a representative average reservaspre would 09:13 1 to roughly 2,000. My demonstrative exhibD-8,
2 still be definable. All of these examplesiddue 2 graphically presents the depth and age disimi of
3 analysed using the material balance method. 3 these 2,000 entries.
4 Qil discoveries in Slovakia would be samiin 4 (Slide 10) The plots shown on the scrednea
5 structure and would show similar distributiafil. 5 moment have been taken from CD-8. On théhkefid side
6 They too could be analysed using the matesiance 6 the PGNIG data from the Polish Carpathiatisat's the
7 method. 7 top plot -- is compared with historic prodootirom
8 (Slide 7) So turning to the issue of bematking. 8 the same region -- bottom plot -- and powerfsights
9 Of the eight developed prospects, five are gas 9 can be obtained. The top plot shows deptugedate
10 I undertook rigorous benchmarking of well el 10 for each of the 2,000 wells. The bottom plaiws the
11 performance against Polish Carpathian fighd$iding 11 oil production, with a rapid increase in gesduction
12 cumulative gas produced per well. Their data 12 post 1945, and that's shown in red.
13 supplied in my exhibits, SM-51 to SM-54. 13 What can be inferred? Well, most ofdie
14 As can be seen from the plots, the medejas 14 production, that's 87%, has come from thelpas
15 prospects are comparable with the two Pglshfields 15 wells, and most of these are less than Tr@fes.
16 which are highlighted. Average peak rates an 16 Gas production is from later, deeper wells.
17 cumulative volume per well cover similar rasg 17 Now, taking those 977 pre-1946 wells plotting
18 A description of these plots is given in regand 18 their depths on the right-hand side showis ithéact,
19 report. 19 96% are less than 800 metres, and over ealéss
20 (Slide 8) Let's examine the oil benchrimayk The 20 than 400 metres. These two depths are denita my
21 plot shows the historic volume of oil proddiger field 21 group 1b and 2b oil prospects shown in mgreceport
22 in the Polish Carpathians. Now, please imeaind 22 at table 3-4.
23 that this is the result of 150 years of gpleration 23 So a valid comparison of my productiyigr well
24 and development. Many of these fields weseodered 24 has to be between prospects in group 1baodlg.
25 through drilling of surface features andseiéps. In 25 Other prospects in group 3b and 9b are deeygwould
Page 9 Page 11
09:12 1 fact, these are some of the oldest fidlalsI've ever 09:15 1 therefore have much higher pressures anttiproduce
2 looked at. A description of this plot is giv@ my 2 at a higher rate.
3 second report. 3 (Slide 11) So let's recap. There are@&71946
4 Now, looking at the right-hand side of fiet, 4 wells, which produced 87% of the historic Geingan oil
5 i.e. fields having produced less than 500[20@els, 5 production, and that's 71.5 MMstb. That warlsat
6 these would be of a size too small to be ifighle 6 an average of 73 Mstb/well.
7 from the available Slovakian seismic datdycaigh it's 7 Now, considering that 90% of the wells everilled
8 likely that structures of this size may ekist 8 before 1930, and that peak oil production oeckin
9 Slovakia. 9 1910, that's from wells drilled at or befdnattdate,
10 Now, looking at the larger fields on t&f-hand 10 most of the production would have been fremy whallow
11 side of the plot, as can be seen, the Sloak 11 wells.
12 prospects, which I've marked in yellow anpf®) are 12 A reasonable comparison could be mademyt
13 of a size comparable with those Polish Chipat 13 estimate of 143 to 220,000 barrels per welgfoup 1b
14 fields. 14 and group 2b, taking into account that thesiés would
15 In addition, where data are availablegvery 15 be drilled using modern drilling equipmentlan
16 factors have been calculated, and one cathaethese 16 techniques, minimising wellbore formation dae and
17 bracket the range I've calculated for theeligoed 17 maximising production.
18 Slovakian oil prospects. In fact, Polistdiehave 18 With this understanding, a x2 and x3fuplier
19 slightly higher recoveries. 19 pre-1946 well performance is reasonable.
20 (Slide 9) Looking at the PGNIG data sigapby 20 (Slide 12) So now let's move on to thestigpment
21 Dr Longman, a simple verification processesded that 21 scheme. The table above on the screen atdtrent is
22 2,000, roughly 2,000 were inappropriate nydiicause 22 taken from my CD-9 demonstrative exhibit.e Tinst
23 the data indicated that they were drilled int 23 point to make is that this is not a singlesttgpment:
24 stratigraphic intervals which were too de&his QC 24 this represents activities spread over sixsy@hich
25 process reduced the number of entries frauatah000 25 results in the development of three oil discies and
Page 10 Page 12
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09:16 1 five gas discoveries. 09:19 1 scheme and timescales reflect those adabamnother
2 Secondly, please examine the depths séthells: 2 onshore European developments, and alsotrpiesonal
3 the vast majority are less than 820 metresmmny 3 experience.
4 onshore experience, wells of this type cadrlied 4 Thank you very much.
5 with a simple rig, completed, and hooked ujegs than 5 THE PRESIDENT: Thank you.
6 14 days. 6 Do | give the floor to Mr Pilawa?
7 Please also look at the year 2021, thestugear 7 MRPILAWA: Yes.
8 for drilling. Of the 45 wells required, 4%dess 8 THE PRESIDENT: Yes please.
9 than 770 metres. From a drilling point ofwjell of 9 (9.19am)
10 the above is doable. The majority of thesepects 10 Cross-examination by MR PILAWA
11 are shallow, they can be drilled quickly desteloped 11 Q. Thank you very much.
12 using standard oilfield equipment. 12 Good morning, Dr Moy.
13 I'd like to present a couple of Europegamples 13 A. Good morning.
14 which illustrate the onshore oilfields simiia those 14 Q. I'm Douglas Pilawa and | will be asking a fgwestions
15 described in my report that are currentiygei 15 today.
16 developed. 16 If we can keep this presentation updet |
17 (Slide 13) The first example is the Arfdiedd in 17 a moment, and if we can go back a slide.
18 Austria. It's presented here as an exanfiple o 18 Dr Moy, was this information in eithereoof your
19 a European onshore discovery which was ragilleloped 19 expert reports?
20 and produced in short timeframe, includirg th 20 A. No, it wasn't.
21 environmental permitting, using many of #ehhiques 21 Q. Okay. | don't need the presentation up angmo
22 | have mentioned in my development scherhthel 22 MR DRYMER: And what about the article that yoantioned.
23 Tribunal is interested, there is a very ickne 23 | didn't note the name. s that referenoeshy of
24 article in NS Energy. 24 your reports?
25 The associated gas production wouldrsid to be 25 A. No, they're not.
Page 13 Page 15
09:17 1 exported or burnt for power, and althoitigmot clear 09:20 1 MR DRYMER: Thank you. |didn't remember it.
2 from the article what the solution to this baen, the 2 MR PILAWA: Can you tell me your familiarity witthe Slovak
3 issue has clearly been resolved with littksfand in 3 oil and gas regulatory framework?
4 short timeframe. 4 A. I'm not familiar with it, no.
5 The second example is Romanian, from &neon 5 Q. Generally speaking, are you aware of the tgpes
6 article in the Oil & Gas Journal. Again, agst 6 permits or other authorisations that an ail gas
7 discovery made by OMV -- 7 company needs to secure for exploration @valdpment
8 THE PRESIDENT: Dr Moy, I'm sorry for interrupting 8 project in Slovakia?
9 I'm told there is one minute left, or one nténaver. 9 A. Ifit were specific to Slovakia, no. But the
10 MS MINGUEZ ALMEIDA: One minute left. 10 generalities and general regulations, yey,ri
11 DR MOY: That's fine, I've got one more slide. 11 probably very similar. But I'm not familiaith the
12 Again, a recent discovery made by OMVhattiple 12 details of regulations in Slovakia.
13 fields, they are presented here as theyfarsiae 13 Q. Okay. And | think generally speaking, on¢hele
14 which is comparable to the Slovakia prospelttsact, 14 I think you might be familiar with, but yoe'generally
15 two are twice the size of the largest prospec 15 familiar with an EIA, an environmental impact
16 Clearly, onshore oil drilling and developmesralive 16 assessment?
17 and well. 17 A. That's correct, yes.
18 So in conclusion (Slide 14) I've usedistdy 18 Q. Okay. Are you aware that in Slovakia for aityr gas
19 standard methodologies resulting in robussstdace 19 producing well a preliminary EIA is required?
20 models and production profiles. I've sholermaterial 20 A. Yes, I've heard that, yes.
21 balance method to be applicable to Polidtifiand 21 Q. As part of your preparation for your expeparts, did
22 it's appropriate for Slovakian discoveriége 22 you undertake any geographical analysiseof th
23 undertaken rigorous benchmarking for bottaod gas 23 1,200 square kilometres of the licence areas?
24 and have shown comparable performance betRR@lesih 24 A. I'm not quite sure that | understand yourstjoe.
25 fields and Slovakian discoveries, and my kigveent 25 Q. Okay. Did you study the terrain at all?
Page 14 Page 16

8 (Pages 13 to 16)

Anne-Marie Stallard
for Trevor McGowan

As amended by
the Parties



Discovery Global LLC -v- Slovak Republic

Day 5 -- Hearing on the Merits ICSID Case No. ARBRI1

Tuesday, 6 February 2024

09:21 1 A. Only from what I've seen from maps. 09:25 1 "... generate representative mostyligeoduction
2 Q. Okay. If we could start at paragraph 8 anélyur 2 profiles for the prospects in the licence suazd
3 first expert report, this is on page 5. Da yave it 3 outline a feasible development scheme."
4 in front of you? 4 Correct?
5 A. Sorry. 5 A Yes.
6 Q. lwasn't sure if you were looking at the saree... 6 Q. And that development scheme assumes thatratipto
7 A. No, I'm ready, sorry about that. 7 drilling occurs in the first instance; right?
8 Q. Just to follow on and understand where yopegx 8 A. Well, you would have to discover, yes, oil ayas first
9 report lies in the three, in paragraph 8 yateshat 9 through drilling.
10 the first question you were asked to addressto: 10 Q. And your model assumes that Discovery Glaloaild drill
11 "Identify the likely volume of hydrocammswhich 11 an exploration well at all 40 prospects Matkinson
12 hypothetically could be produced from thespezts in 12 identified; right?
13 the licence areas should they contain hydooos." 13 A. That's the -- yes, that's over two years.
14 A. That's correct, yes. 14 Q. Yes. And | understand that the way thatthee
15 Q. Thankyou. And I understand really the -atwou're 15 reports interact with one another is thatHdward's
16 trying to do here is Mr Atkinson has devebbpés PIIP 16 decision-tree modelling produced succesdfahol gas
17 estimations, which is amounts of oil andthas might 17 prospects; is that fair?
18 be in the ground. 18 A. Not quite. So the decision-tree analysiggiyou
19 A. Might be, yes. 19 an estimate based on -- first of all, yogweeach of
20 Q. And so your analysis is, if there actuallgilsor 20 the in-place volumes for each of the mappespects,
21 gas, then you are calculating the amountntiigtit be 21 each of which may or may not contain hydrogas. You
22 produced from those amounts? 22 then have a geological chance of succesth dthose
23 A. It's -- the whole process is -- we have acti&n of 23 have been estimated by Mr Atkinson. Thesieuitree
24 structures that have been mapped, and we have 24 process is a robust statistical method thatlgen run
25 a selection of their relative in-place voleménd the 25 through to allow you to estimate a P50 likely
Page 17 Page 19
09:23 1 statistical process that's gone throughvala P50 09:27 1 discoverable volume should you drill &llcf those.
2 discoverable volume to be estimated. Saghétyou 2 And then from that volume, that P50 volumand that
3 were to go out and drill that licence arethenway 3 was calculated for all four of the trends, the
4 that's been described, what is the P50 chanee)at 4 geological trends -- you have a series ofates
5 volume would you get from that process. 5 which represent the successful prospectsiaitl
6 And so -- and also what selection of peogpare 6 contain that P50 volume.
7 you likely to find that are filled with hydracbons, 7 So there's a selection for the two gagigeand
8 either oil or gas. That process is descrébgalin 8 there's a selection of prospects for the tiMvends.
9 one of the papers that | present in my secepait. 9 And that's given us the eight prospects whietve
10 Q. Butreally what I'm trying to -- or what l\imrestling 10 identified that would be either filled withi or with
11 with is the uncertainty in this analysis. 11 gas.
12 A. That's dealt with through the statisticalgass that 12 Q. Solwas just trying to ultimately get to thikand
13 we've undertaken, which is rigorous, to give -- it 13 gas prospects that you actually create dal@vent
14 is an estimate. It's P50 of the likely vohsnyou're 14 plan for.
15 going to discover if you undertook a drillicgmpaign. 15 A. Yes, sure.
16 Q. The likely volumes that you will discovettiere is 16 Q. So, just to come back to that, after thisgaign of
17 oil or gas at each one of these prospegts/ri 17 drilling 40 wells, the end product are obgpects and
18 A. There won't be oil and gas at each one begausre 18 gas prospects; right?
19 drilling the 40 prospects. But it's telliygu what 19 A. Yes. Alist of eight that are consideredéo
20 you are likely to discover if you were difibse 20 successful, statistically determined, ouhef
21 40 exploration wells, on those 40 structtias 21 drilling of all 40.
22 Mr Atkinson has identified from the seismic. 22 Q. And those eight are the ones that you userttie
23 Q. And if we can go down to your next paragraph: 23 your development plan; right?
24 "Separately for both oil and gas ..." 24 A. Yes. Yes.
25 You were asked to: 25 Q. And | understand that the development sctientaose
Page 18 Page 20
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09:28 1 eight, that's made on a but-for basis? 09:31 1 A. It's the but-for case.
2 A. Yes, soit's assuming, yes, exactly. 2 Q. It's not based on any fulsome drilling progmeenis
3 Q. And to understand that but-for basis, it's:fou 3 that fair?
4 alleged actions of Slovakia, the developmemene is 4 A. It's a-- we took into account -- when we thid
5 what would likely have occurred? 5 statistical approach of a drilling campaigithwi
6 A. That's correct. 6 a five-well walkway --
7 Q. Okay. 7 Q. Dr Moy, I'm actually just looking for -- théseno
8 Now, you're aware that the extent of Discg's 8 document, for example?
9 drilling programme was to drill three explasatwells, 9 A. No.
10 one at Smilno, Kriva Ol'ka, and Rusk& Porubat? 10 Q. It's adrilling programme that you used?
11 A. Yes. 11 A. No, there isn't.
12 Q. And I believe that Mr Atkinson confirmed yastay that 12 Q. Okay. And | want to come back to the Smpnuspect,
13 there is a very low chance of an actual actation of 13 the gas prospect that we were just talkimyiab
14 oil or gas at Ruska Poruba; do you recatPtha 14 A, Mm-hm.
15 A. I vaguely recall that. 15 Q. Soif we could open up to page 29 of youst fxpert
16 Q. Okay. And I understand that the developreeim:me that 16 report.
17 you've generated, the end product is one,larg 17 A, Mm-hm.
18 integrated development plan; is that a fair 18 Q. And this is paragraph 115.
19 characterisation? 19 A. Okay. | have it.
20 A. No. It's not. 20 Q. Okay. Great.
21 Q. Well, maybe this will help. What I'm tryitg 21 So this is the Smilno gas prospect, andexplain
22 understand is, for example, at Smilno, thérém 22 here in paragraph 115 that:
23 prospect, your development plan does notreg’s the 23 "... Discovery ... envisaged a new 15 km
24 Smilno prospect, if Discovery would havelddlhere 24 pipeline..."
25 and found oil, here's the specific developgméam that 25 From the original well or any subsequisvelopment
Page 21 Page 23

09:30 1 future production from Smilno would lodkel, but only 09:32 1 well at Smilno, and that pipeline woultimately lead
2 at Smilno. 2 into the Slovakian gas system; is that fair?
3 A. | believe Smilno is gas, and the reason that - 3 A. Yes, based on what | have seen of those dausimees.
4 Q. Oh sorry, you're right. Yes. 4 Q. Yes. And we're going to pull one of those up.
5 A. Gas and oil have been treated differently th&oe are 5 So if we can pull up SM-019. This is teeument
6 the three successful oil prospects. Eachasigt is 6 that you cite in that paragraph called theilism
7 developed separately in terms of sequence. 7 feasibility study". It will come up on one thie
8 The gas prospects, those where gas disesve 8 screens in just a moment.
9 occurred, had to be developed, or would beldped, as 9 Are you familiar with it? Take as muamé as you
10 a whole. Because of the amount of gas thatem 10 need.
11 you would need to ensure you had sufficiem to 11 A. Thankyou. (Pause)
12 construct the export line, and that's agastidbed in 12 Yes. Yes.
13 my second report. And that's why the twatre@ted 13 Q. And if we can scroll down to the last paragran this
14 slightly differently. 14 page. Thank you very much. And if we caniehis
15 Q. Thankyou. | understand that they are tdeate 15 last paragraph that very first sentencand kf
16 differently. But there's no just standal@neilno 16 discusses this pipeline in a little more itiead the
17 development plan; right? 17 part of the route -- or the potential rotiteould
18 A. No. 18 take, saying that:
19 Q. Okay. And beyond these initial three wells,don't 19 "Distance of extraction network to ggsafine ...
20 actually know what Discovery was planningloo do we? 20 9000 ... Real terrain is complicated (hfthsest,
21 A. I'm not aware of what their ultimate plansuldohave 21 brooks) - therefore proposed track of conoect
22 been. 22 pipeline ..."
23 Q. Okay. And so beyond these first three wiis, 23 Et cetera. Do you recall that?
24 development plan that you were asked to gener 24 A. Yes. Yes.
25 a hypothetical plan? 25 Q. And if we could go to the fourth page togeimage of
Page 22 Page 24
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09:34 1 what this path might have looked like2réhwe go. 09:36 1 I'm going to walk through a series of stat | think
2 Thank you very much. And just to orient ewery who 2 would need to be undertaken, and let me kifithvisiis
3 might not have seen this document, that bogtelfow 3 generally the right idea. Does that soung®ka
4 line, that's the Slovakian pipeline systeghtr? 4 A. Yes, by all means.

5 A. I believe, yes, that's ... 5 Q. Okay. So, first and foremost, if revenuesteao be
6 Q. Okay. And the red-dotted line is a potemtate that 6 generated from this, gas would need to bedésed?
7 this pipeline could have taken? 7 A. Yes.
8 A. Yes. 8 Q. Okay. It would need to be in sufficient qutied to
9 Q. Okay. 9 justify development; right?
10 Now, you didn't undertake an analysisuatize 10 A. Yes.
11 feasibility of building this specific pipeénright? 11 Q. Okay. And if the gas quantities justify depenent,
12 A. That's correct, | didn't. 12 the exploration well would need to be turimtd
13 Q. Okay. And as far as you're aware, AOG, sciery 13 a development well, or an additional well Imigeed to
14 Global, didn't have any draft agreementdanepto use 14 be drilled that would become a developmetitwe
15 it, or any permits necessary for this pipEtin 15 A. Yes, either of those.
16 A. I'm not aware of any. 16 Q. Yes. Okay. Great.
17 Q. Okay. And this pipeline, this scenario,nté 17 And under Slovak law, as we discusseitgaany
18 reflected in your ultimate development plarthat 18 development well must undergo a preliming#y. EAre
19 fair? 19 you comfortable accepting that point?
20 A. That's -- yes, that's correct. 20 A. Yes, | understand that that needs to be done.
21 Q. Okay. 21 Q. And of course that preliminary EIA could timto
22 A. Because of the volume of gas. 22 a more fulsome assessment, which we've lzimgc
23 Q. Okay. We'll come to that volume of gas. jBst this 23 a full EIA?
24 standalone possibility is not reflected ia th 24 A. What are the -- | don't know what the triggeould be
25 development programme? 25 for that.
Page 25 Page 27

09:35 1 A. Yes, this is for one well. 09:37 1 Q. Okay. And while all of this is going anaybe
2 Q. Yes. Okay. Thank you. 2 simultaneously, AOG would have to begin camsion of
3 Are you aware of how Discovery Global ywsning 3 this pipeline; right?

4 to finance its well-drilling programme? 4 A. It would need to be started, yes.
5 A. I'm not aware of the details, no. 5 Q. Itwould have the -- it would need to havertbkt to
6 Q. Okay. 6 use the land that the pipeline is on; right?
7 I want to walk through -- 7 A. Certainly.
8 MR DRYMER: I'm just curious on that point, thaydu, it 8 Q. It would then need to enter into some form of
9 will help me later on and probably shortengsi 9 an agreement with the Slovakian distributietwork to
10 Have you read Discovery's submissiortisisncase? 10 connect to the Slovakian distribution systeght?
11 A. Some parts. 11 A. Yes, correct.
12 MR DRYMER: Okay. | will be more specific. I'not 12 Q. And there would be additional infrastructilnat's
13 surprising. Have you read the evidencewitreess 13 required, such as a processing facility oiessort, to
14 statements regarding how they intended to fluair 14 separate the gas from other fluids; right?
15 ongoing developments? 15 A. Yes, pretty minimal though.
16 A. I've read through them, but it was a whilelyao 16 Q. Minimal, | accept that. But there would néztle some
17 I can't really -- 17 form of a facility to conduct that separatioght?
18 MR DRYMER: Okay, understood. 18 A. That would probably be near the wellhead.
19 A I'mnota... 19 Q. Okay. So that infrastructure would obviousted to be
20 MR DRYMER: Thank you. 20 created?
21 MR PILAWA: Thank you. | actually want to walkrough with 21 A. You just phone up and order it.
22 you, Dr Moy, if we can, what it would lookd to just 22 Q. I'msorry?
23 develop this one scenario, and what | meahdyis, 23 A. You would phone up and order it: it's off-#ieelf.
24 let's say we go to Smilno, we find gas thene, we 24 Q. Right. And once all of that is done, thespie is
25 ultimately want to bring that gas into praiut. So 25 built, it's connected, then AOG could haeetetl
Page 26 Page 28
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09:39 1 generating revenues? 09:41 1 earlier -- the successful gas prospdws project.
2 A. | presume so, yes. 2 And we can take these images down, and ifoutgull
3 Q. Okay. And of course, if it can't build thabedine, 3 up Respondent's demonstrative number twhoitld be
4 it can't produce gas from this site, right? 4 RD-2, or RD-002. Great. Thank you so much.
5 A. There might be and there are other optiorts.fd 5 We're also going to be going back to pairigour
6 example, the gas could be used for gas topowe 6 expert report, and if you need both on theestr
7 Obviously you're then generating power, yoedre 7 | just want to make sure that we're oriensedust
8 export route. That is a scheme that isnttrieed in 8 let me know.
9 my report, but that's commonly done as welemit's 9 A. Thank you.
10 difficult to get an export pipeline out frarsite, for 10 Q. I'm sure that you have seen this image befioet?
11 example. 11 A. I have, yes.
12 Q. And what does that prospect look like? 12 Q. And generally speaking, do you accept that th
13 A. You usually have a gas to power generatahegas 13 represents somewhat what your final developmedel
14 will go in, get dehydrated at the wellheétdhen 14 will look like?
15 goes to a gas engine. That will burn theagals 15 A. Yes, in general.
16 generate electrical power, which obviousgnthas to 16 Q. Okay.
17 be hooked up to the national grid. 17 A. Yes, it's an amalgam of various sources.
18 Q. Butas far as you're aware, that was not AQ@fah for 18 Q. Exactly. Butyou're okay with this imagght?
19 this site, right? 19 A. Yes, it's fine.
20 A. Clearly not, no, not in this case. Butat'soption 20 Q. Okay, and now we're going to start lookingaaitr
21 for any operator. 21 expert report at the same time. If it's jimdsgo
22 Q. Andis it fair to say that while Kriva Ol'laan oil 22 keep this up here and ideally still see sofitke
23 prospect, these are generally -- and I'myh&ppyou 23 details of it, we're going to try that.
24 to walk me through them, but these are généna 24 So if we could also pull up Dr Moy's fiexpert
25 same steps. Of course, no need for a piptein 25 report, specifically page 53, paragraph 207.
Page 29 Page 31
09:40 1 connect to the Slovakian distribution egstbut these | 09:43 1 Yes, perfect. Thank you so much. yoka
2 are the same general steps to bring thatintell 2 paragraph 207, you made reference to thiegdHis
3 production? 3 is talking about the gas developments, angean
4 A. Yes, | mean for oil you would not have a pipe) 4 please read the sentence for the record ¢gittdwith
5 obviously. 5 "Plateau gas rates ..." kind of towards tteeaerd
6 Q. Butyou would have a pipeline for associat@sl’g 6 extends onto the next page.
7 A. Yes. Oryou could also burn it, which appéseis 7 A. Okay, sure:
8 what some operators are doing, in the UKef@mple. 8 "Plateau gas rates will be too high tagpert
9 Q. Do you think that AOG -- are you talking abgas 9 within the existing SPP domestic gas netwihidtefore
10 flaring? 10 produced gas will be fed into the new Pol&twlakian
11 A. No. No. Again, the gas -- sorry, the gdsumt to 11 interconnector via a centrally located hur{gwhere
12 generate power, and then you don't needeto us 12 around (BMO3 ...) and thence into a 75km, r60
13 a pipeline to get rid of the associated gas. 13 diameter pipeline. At the far end, it will b
14 Q. But your but-for model provides, or it aniiies AOG 14 compressed to 80 bara, and fed into the B@#ovakian
15 taking that associated gas and sellingattime 15 interconnector.”
16 Slovakian distribution system? 16 Q. Thank you, Dr Moy, and for illustration puses, | know
17 A. Yes, in my scenario, yes. 17 that the parties have estimated this to lBbndtres or
18 Q. Soif AOG could not have done that -- well,rhe say 18 75 kilometres, but it's somewhere around
19 this: your but-for model depends -- that aden 19 55-75 kilometres; right?
20 depends upon AOG constructing a pipelingfer 20 A. lwould say, yes.
21 associated gas and connecting to the Slavakia 21 Q. And that's that red line on the developmerdeh You
22 distribution system? 22 can see that; right?
23 A. What's described, yes, requires a pipeline fo 23 A. | believe so. That's not my red line. Thépon the
24 associated gas, yes. 24 right-hand side | believe is close to whaee t
25 Q. If we could go back to -- we made a refere¢adhis 25 Poland-Slovakia interconnector enters Slayado it
Page 30 Page 32
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09:44 1 would connect at some point along itstleng 09:47 1 And there's also a central gas-proagéscility
2 Q. Fair enough. And the reason it has to takedute 2 that would need to be built; right?
3 is because the gas prospects produce an groogas 3 A. Yes. That would collect the gas from the gatis.
4 rate, plateau gas rates that are too higtinéor 4 Q. Okay. And the model anticipates the pipelfoeshe
5 domestic pipeline system? 5 associated gas that we just discussed; right?
6 A. Yes. 6 A. Yes, they're not marked here, but they woeldrbm
7 Q. Okay. 7 those oilfields that are at the bottom rigath side.
8 A. That's the case, because the capacities@aserall. 8 Q. And at no point does the model ever conskusr t
9 Q. Okay. So inthe but-for model, the developmeheme 9 Discovery fails to obtain all of the permits o
10 that you've put forward, the five gas protpiike 10 authorisations required for the project; tfigh
11 this can only succeed if that pipeline idtbright? 11 A. That's correct.
12 A. Yes. That's correct. 12 Q. Okay.
13 Q. Okay. 13 If we could go to your second report, and
14 Now, for the other prospects, or the sssiull 14 specifically page 36. This is figure 5-1.
15 ones, we're going to move to the oilfields. 15 A. Yes, | haveiit.
16 A. Mm-hm. 16 Q. Sorry, this should be page 36. Thank you.
17 Q. And those are -- there are three of therh{?ig 17 Maybe we can make this a little easiethereyes.
18 A. Yes. 18 We can remove the development plan andgasifon the
19 Q. And I think we talked about earlier thatthtke of 19 report. Right. We can blow that up a likie
20 those oilfields anticipate associated gasghaealt 20 Thank you.
21 with by being pumped back into the Slovakian 21 So this is the schedule that you havpqaed for
22 distribution system; right? 22 the exploration and development plan; right?
23 A. That's correct, yes. 23 A. That's correct.
24 Q. And actually Mr Howard's DCF monetises timabant; the 24 Q. And if we start at the top, this is the exgiion
25 idea is that those are sold, right, thoseuatsoof 25 phase?
Page 33 Page 35
09:46 1 gas? 09:49 1 A. Thetop line, yes.
2 A Yes, the small component, yes. 2 Q. Exactly. That blue line that says 20 and 20?
3 Q. Soin the but-for model, | guess, the develapracheme 3 A Mm-hm.
4 here, for those oil prospects, that schermeoté -- 4 Q. And this is 40 exploration drills over the msmiof
5 I'm sorry, that plan to work, those pipelimesild need 5 2017 and 2018; right?
6 to be constructed as well; right? 6 A. That's correct.
7 A. As described in my second report, the assetigas is 7 Q. And it also includes site preparation, rigfg;not
8 disposed and sold via pipeline. But as |,sad 8 just drilling?
9 know, there are current examples where opsrhton 9 A. Yes.
10 its gas to power. So that would be an optita not 10 Q. Okay. And this all takes place within therse of
11 described as such in my report, that secptidro 11 two years; right?
12 Q. Yes, your model is the one where it's fed lnzto the 12 A. Yes.
13 Slovakian distribution system? 13 Q. And it doesn't account for any material deldnat
14 A. That's correct, yes. 14 might occur within that timeframe?
15 MR DRYMER: You say it's not described as suicknow you 15 A. Well, you should be able to drill 40 wellstimo years,
16 mention -- it's not modelled; is that thenp®i 16 taking into account the time required foe gitepare,
17 A. That's correct, yes. 17 getting your kit and getting out there aritlily
18 MR DRYMER: Thank you. 18 those wells.
19 MR PILAWA: And if we look at the model just itsi 19 Please bear in mind that those 40 wisdl$ of
20 entirety, this development plan contains 1@@lpcing 20 them are less than 1,000 metres, so youa#ratwith
21 wells; right? 21 a small rig on the back of a truck.
22 A. It's a series of different field developmeatsotal 22 Q. lunderstand that. But I'm just talking mabaut kind
23 of 99, | believe, development wells; 33 dkeamd 66 23 of the operational issues that one can expegiin any
24 are gas. 24 type of project like this. The model -- evkthere
25 Q. Okay. So 99 wells. 25 are material delays or even if there aresissior
Page 34 Page 36
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09:50 1 example, constructing some sites, thera arhole host 09:53 1 I'm thankful for that. Would you agreeétwine that the
2 of issues that could arise. That's uncontsizie 2 PRMS represents industry guidelines?
3 right? 3 A. Yes, certainly.
4 A. There could be, yes. 4 Q. And oil and gas companies are both familidn and
5 Q. There could be. But in your model, all oftfleen if 5 utilise PRMS?
6 there are major operational delays, 40 wetistll 6 A. Yes, they do.
7 drilled by the end of 2018; right? 7 Q. And financial institutions understand what BRMS is?
8 A. I've assumed -- 8 A. One would hope so, yes.
9 THE PRESIDENT: Can | just ask for a clarificatiolf 9 Q. I was hoping that would be non-controversial!
10 I read this correctly, you have not countee tfor the 10 You have extensive experience with PRN¢B1?
11 preliminary EIA? 11 A. Yes. ldo.
12 A. That's not in there, | don't believe. 12 Q. And you understand the reserve and resource
13 THE PRESIDENT: That's not in there. Thank y#ypologies. 13 classification under the PRMS?
14 MR PILAWA: No problem at all. 14 A. That's correct.
15 So you were instructed to assume thindrivould 15 Q. And the classification of reserves is an irtgy step
16 commence on 1 January 2017; correct? 16 in a hydrocarbons project; right?
17 A. Yes. 17 A ltis, yes.
18 Q. Am | correct in my understanding that as phthat 18 Q. It signifies that the project has reachegeswhere
19 instruction, you were also instructed to assthat 19 it can be considered commercially viablehtftg
20 Discovery already had access rights to ebtifese 20 A. Ifoneis in the situation where you've gestarves.
21 40 well locations? 21 Yes.
22 A. | assume that that would be sorted out asopdne 22 Q. Thank you. And that reserves classificaditen helps
23 process of site preparation and drilling. 23 secure financing for a project; right?
24 Q. Okay, let me see if | just understand. Ust going 24 A. Yes, it would.
25 to read the transcript. One moment. (Pause) 25 Q. And generally speaking, that reserves cleasin is
Page 37 Page 39
09:51 1 THE PRESIDENT: Are you counting the accesistsi-- 09:54 1 made in some form of an independent relost
2 securing the access rights as part of the site 2 a competent person's report, right?
3 preparation within the two years, or do yosuage it's 3 A Yes, usually.
4 done before? 4 Q. I'mjust going to abbreviate that as CPR flmre on
5 A. Well, some of these would be ongoing becaoség got 5 out, competent person's report; thanks.
6 two years to do the ones -- the last 20 wbalih the 6 A. For the benefit of the Tribunal | would like point
7 second year, so you've got a whole year thato And 7 out that there is value in prospective andingant
8 | have simply presumed that there would beessmall 8 resources as well. Not just in reservesugegn
9 amount of preparatory work prior to the drijiof the 9 Q. It's fairly common for CPRs to utilise the PBRM
10 first well. 10 guidelines; right?
11 THE PRESIDENT: Thank you. 11 A. Yes, itis.
12 MR PILAWA: So 2017 and 2018 are devoted toidgl| 12 Q. And talking about reserves, they must beodgimed,
13 40 exploration wells, preparing the sitesl securing 13 recoverable, commercial, and remaining; fight
14 access to all of these locations; right? 14 A. That's correct.
15 A. Yes. 15 Q. And all four of those must be satisfied foeserves
16 Q. Okay. Are you aware of Discovery Global ever 16 classification, right?
17 undertaking a project like this before? 17 A. Yes.
18 A. I'm aware that Mike has a lot of experiendhiry 18 Q. So it would be contrary to the PRMS guidaliteemake
19 wells. And I'm aware that they had AFEstifoee wells 19 a reserves declaration if one of those @ifsmot
20 which, for whatever reason, they weren't &bbrill. 20 met; right?
21 That is the extent of my knowledge. 21 A. Usually, yes. When you're looking at theaion
22 Q. I'dlike to talk a little bit about the Pdéam 22 here, we have a but-for situation.
23 Resource Management System, what we'll aisPRMS to 23 Q. Dr Moy, I'm not talking about this situatiofm just
24 make it a lot easier. 24 talking about the PRMS guidelines in general.
25 Now, you mentioned it in the presentatand 25 A. That's correct, yes.
Page 38 Page 40
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09556 1 Q. Soifone of those -- I'm sorry, it woblkelcontrary 0958 1 discoverable volumes are, and those prtsg®at would
2 under the PRMS guidelines to make a reserves 2 be filled with gas and oil. At that point yheould be
3 classification if one of those criteria is nuét? 3 considered and classified as contingent ressur
4 A. Yes. Could you repeat those for me, please? 4 So the difference between contingent ressuand
5 Q. Sure. Do you want to open up the PRMS? 5 moving on to reserves, is down to seven cortialer
6 A. No, no, no, just ... 6 criteria, and that includes the finance, el + you
7 Q. Okay: discovered. 7 know, the environmental, the paperwork, ast ju
8 A. Yes. 8 development plans.
9 Q. Recoverable. 9 So when | describe the volumes that wbald
10 A. Mm-hm. 10 produced as reserves, it's in a but-for Geseiming
11 Q. Commercial. 11 that those commercial criteria would be robofving
12 A. Mm-hm. 12 the successful discovery.
13 Q. And remaining. 13 THE PRESIDENT: But on what basis, on what datgal
14 A. Yes. 14 accept that the commerciality requirementslevbe met?
15 Q. You need all four of those, right? 15 A. Because, first of all, it's done elsewhette niot
16 A. Yes. 16 an unusual development. It's not of a $iaést
17 Q. And "discovered" means that drilling has telace and 17 unreasonable. All of these seven elementhes
18 confirmed the existence of hydrocarbons?igh 18 development plan, the export route, theyatmoable,
19 A. That's correct. 19 they are all feasible, they're all reasonable
20 Q. So it would be contrary to the PRMS guidalittemake 20 | haven't seen anything in what needédst tdone
21 a reserves classifications if the hydrocastzoe 21 that one would suggest is unattainable, soremle.
22 undiscovered, right? 22 So in a but-for case, knowing the will of @isery,
23 A. Yes. Usually, yes. 23 they, having made a discovery, would actuaéipt to
24 Q. So your expert reports, which make a reserves 24 develop it. | can't see any barriers thatld/istop
25 classification, even though Discovery's hgdrbons are 25 any of those seven commercial criteria fraimdp met.
Page 41 Page 43
09:57 1 undiscovered, that does not conform té*RMS 10:00 1 THE PRESIDENT: Provided they make the dispgwehich you
2 guidelines, does it? 2 account for by the probability; is that --
3 A. We're talking about the but-for situation. 3 A. That's correct, yes.
4 Q. ButI'm not talking about the but-for situatio 4 THE PRESIDENT: Good. Thank you.
5 I'm talking specifically about PRMS and those 5 MR PILAWA: Thank you.
6 requirements -- 6 THE PRESIDENT: Apologies for the interruption.
7 A. Well -- 7 MR PILAWA: That's fine, Madam President. I'mmggito go
8 Q. --and so the question is, your expert repattich 8 to that list of seven criteria for commerdiali
9 make a reserves classification, even though th 9 Okay, I'd like to put two documents on shesen.
10 hydrocarbons are undiscovered, that doesomfbrm to 10 We're now moving into the but-for scenarid ére
11 the PRMS, does it? 11 evidence that you've presented as justiftieg
12 A. Itwill do in the but-for case. There isiffatence. 12 classification for reserves.
13 THE PRESIDENT: Yes, maybe can | ask for a étaiion. 13 Just before | do that, are you awarengf a
14 I did not understand how in the but-for yoaert, if 14 competent person's report that has madeevess
15 | can say, resources into reserves. Budttie of 15 declaration assuming that commerciality i?me
16 the evidence that we have is still the resoatate. 16 A. Sorry, say that again?
17 A. Sure. May | explain? 17 Q. Are you aware of any competent person's téiair
18 THE PRESIDENT: Yes please. 18 makes a reserves declaration by assuming eatratity?
19 A. Okay, so in the but-for -- so the licenceagareontain 19 A. Notacompetent person's report, no, bedtsset
20 prospective resources as mapped. They haeen 20 used for that purpose.
21 drilled yet. The process, the decision tifee, 21 Q. Because it's not in line with PRMS?
22 incorporation of the geological chance otsss, gives 22 A. No, it doesn't deal with the but-for situatio
23 one an estimate of: if you went out with ydrilling 23 Q. The competent person's report doesn't déalting
24 rigs and you drilled up those 20 prospettgould 24 but-for situation?
25 give you an estimate of what your 50/50 chanic 25 A. No.
Page 42 Page 44
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10:01 1 Q. Itwouldn't. So it's unlikely that you wad qualify 10:04 1 A. That's correct.
2 for reserves-based lending, for example, with 2 Q. Andif we go down to G in particular on AA-34 if we
3 a competent person's report that operatesat-far 3 go down to the next page, and we will haval$o go
4 scenario, because that's not common; right? 4 down one page in Dr Moy's report. Paragr&#h72
5 A. Usually the competent person's report is arigon 5 This requirement says that there must be:
6 of what's there at the moment. 6 "Evidence that legal, contractual, envinemtal,
7 Q. And what we have at the moment here are undised 7 regulatory, and government approvals areanepbr
8 hydrocarbons; right? 8 will be forthcoming, together with resolvingyesocial
9 A. That's correct, in a prospective area. 9 and economic concerns."
10 Q. If we can pull up Dr Moy's first expert rep@nd we 10 Starting with evidence of legal approygtsi've
11 are going to go -- excuse me, just give neernoment. 11 provided no evidence of what legal appromaght be
12 (Pause) 12 necessary; correct?
13 Can we go to page 57 of his first expegport, and 13 A. Well, that's outside my area of expertisé,|bu
14 at the same time -- I'm sorry, at the same tian we 14 Q. Andyou've --
15 please pull up Exhibit AA-037. And specifigaand 15 A. --1simply -- the development being desailie my
16 just -- this is PRMS. 16 report are ones which are being undertalgr now in
17 A. Correct. 17 Europe. So --
18 Q. And specifically if we can go to page 11hef PDF 18 Q. ButI'm talking about specifically in SlovakiYou
19 itself. Okay. So down at the bottom is vehee start 19 haven't shown any of the legal approvalsrtiight be
20 the discussion of the determination of coneiaéty and 20 necessary for that project; fair?
21 the seven criteria that must be met; youtsse 21 A. No. | haven't. No.
22 right? 22 Q. And you've provided no place that they andace or
23 A. Correct, yes. 23 they will be forthcoming, right?
24 Q. We're going to look at this in your expepdaet at the 24 A. | believe that they would be forthcoming.
25 same time because | think there's a littletbi 25 Q. What are the legal approvals that would lezled?
Page 45 Page 47
10:03 1 a difference in language, but | just wariie clear 10:05 1 A. It's not my area of expertise.
2 here. 2 Q. For contractual approvals, you haven't extibény
3 A Mm-hm. 3 contracts or drafts of contracts for all af th
4 Q. So the very first commerciality requiremenyaur 4 infrastructure needed for this project, right?
5 report says: 5 A. No, I haven't.
6 "A technically mature development plan.” 6 Q. Regarding environmental approvals, we disclidse
7 Under PRMS it says there must be: 7 preliminary EIA that's required for all prodgtug wells.
8 "Evidence of a technically mature, feasibl 8 There are 99 producing wells in the modeltardonly
9 development plan.” 9 evidence that you have cited is that it'set@kpected
10 And the only evidence of a developmean fiiere is 10 that these go through without issue; istigat?
11 the one you created, right? 11 A. That's correct.
12 A. That's my development plan, yes. 12 Q. And now on the last part, "resolving ... aband
13 Q. Would you consider your development planriectly 13 economic concerns", not in paragraph 224ypof first
14 mature? 14 expert report, but reflected in PRMS. Are pavare
15 A. Not at this stage, no. 15 that many local Slovak citizens were oppdsed
16 Q. Okay. Let's move to financing, the secorel on 16 Discovery's project?
17 Paragraph 224.2 of your first expert re@rt here, 17 A. I'm aware of demonstrations, yes.
18 letter B under "Determination of CommercidlitThere 18 Q. You are aware that local citizens opposeditiiag
19 must be: 19 of Discovery's three exploration wells?
20 "Evidence of financial appropriationseitbeing 20 A. I don't know the details. | don't know tleason why
21 in place or having a high likelihood of begegured to 21 they were demonstrating.
22 implement the project.” 22 Q. But you know there were demonstrations, Pight
23 And in your report the only evidence Yawe 23 A. Yes, I'm aware.
24 provided is your opinion that "it is highligdly that 24 Q. Am I to understand that the reason that yoluded
25 funding would be available"; is that right? 25 this requirement is because you do not tthiakthere
Page 46 Page 48
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10:06 1 would be social concerns for a developmlamt that 10:09 1 a portfolio of prospects.
2 encompasses 99 producing wells and at leasin@yor 2 Q. And is this a process that is taken into astby
3 pipelines constructed in Slovakia? 3 other people when making decisions about --
4 A. Well, they have pipelines already. They haedls 4 (overspeaking)?
5 already in Slovakia, not in this area. 5 A. ltwould be, yes. Yes.
6 Q. Sois your testimony that you don't think éwewould be 6 Q. Thankyou. You were also asked some quedtiiss
7 social concerns about this development plan? 7 morning about the oil prospects and how aatettigas
8 A. I don't think there would be anything that Icli't be 8 may be dealt with.
9 overcome with the right approach. Nothing'sha 9 A. Yes.
10 proposed in my report is of a scale or reéogir 10 Q. Can you explain whether the ability to extead
11 technology that doesn't exist. It's donbtrgpw in 11 generate revenue from the oil is affectetidyy the
12 Europe. 12 associated gas is dealt with?
13 Q. In Europe. But I'm talking specifically albdhis 13 A. You would need to be able to get rid of yassociated
14 region of Slovakia. 14 gas. That's either by exporting it or byring it.
15 A. Inthis region it's underappraised and theees far 15 If you couldn't, you would need to reduceryaili
16 as I'm aware, no longer any production ofbgarbons. 16 production. Or stop it completely.
17 But there are -- there is oil being produceather 17 MR NEWING: Thank you. No further questions.
18 parts of Slovakia. 18 MR DRYMER: And just to be clear, | believe irsarer to
19 Q. Inother parts of Slovakia. But this region 19 Mr Pilawa's questions, a couple of them earjiou
20 particular, this would be a major developnm@ogramme 20 clarified that when you say burning, you meaming to
21 or project in this region of Slovakia; right? 21 produce energy, not flaring.
22 A. Itwould be a series of developments, yes. 22 A. No, not flaring. Not flaring at all.
23 Q. But one final product that has 99 producief/srand 23 MR DRYMER: I just want to clarify that.
24 multiple pipelines built; right? 24 A. Sorry, yes. Yes, gas engines, so --
25 A. Over a very large area, yes. 25 MR DRYMER: Gas engines, yes.
Page 49 Page 51
10:08 1 Q. A mix of private land and public land hi/g 10:10 1 A. --it's burned properly, power is genatatand hooked
2 A. Yes, justas it's done elsewhere. 2 in. Sorry about that confusion.
3 Q. And I'm talking about the private landownershiis 3 MR DRYMER: Noted. Thank you.
4 instance. Is it your testimony that thoseqig 4 THE PRESIDENT: Any questions?
5 landowners, all social concerns about buildiig 5 MR DRYMER: No questions.
6 development plan, all of those social concemmsld be 6 (10.10 am)
7 adequately addressed; is that your testimony? 7 Questions from THE TRIBUNAL
8 A. Yesitis, actually. 8 THE PRESIDENT: I just have one question that sesm
9 MR PILAWA: Okay. 9 a little simple to you as a reservoir engineer
10 I have nothing further, Madam President. 10 When does drilling begin? When you Hhee
11 THE PRESIDENT: Thank you. 11 drilling rig in place?
12 Mr Newing, questions in re-direct? 12 A. Yes, absolutely. The drilling rigs -- théesis
13 MR NEWING: Yes, just a couple of short questioiiiank 13 prepared, the drilling rig would arrive. RBadly it's
14 you, Madam President. 14 called "spudding the well", so basically yeould start
15 (10.08 am) 15 preparing -- driving in the casing from tiieface, and
16 Re-direct examination by MR NEWING 16 then you would enter into that with your Idsit and
17 Q. Dr Moy, you discussed this morning the statik 17 start the process.
18 process which has led to identifying the B&imate. 18 THE PRESIDENT: When the surface conductor igedrinto
19 A. Yes. 19 the ground, that is before you start drilfing
20 Q. Can you explain whether this identificatiénhe P50 20 A. Yes, usually, because the surface conduciodpn't
21 process is a standard process that is used? 21 want caving in around the drill bit. So yeould put
22 A. Yes, itis. | mean, in my second reportéteean SPE 22 in a -- usually it's driven in, hammeredtn,
23 paper. Even the diagrams mirror some ofrthterial 23 consolidate the surface soils.
24 that my colleague, Mr Howard has producesds, %0 it's 24 THE PRESIDENT: Yes.
25 the standard method to estimate that qudatity 25 A. And then basically you've got the startingnpto
Page 50 Page 52

Tuesday, 6 February 2024

17 (Pages 49 to 52)

Anne-Marie Stallard
for Trevor McGowan

As amended by
the Parties



Day 5 -- Hearing on the Merits

Discovery Global LLC -v- Slovak Republic

ICSID Case No. ARBARA1

10:11 1

Page 54

enter in with your large-size drill bitsdrill that 10:14 1 THE PRESIDENT: And we thank you very much.
2 first section. 2 DR MOY: Thank you.
3 THE PRESIDENT: And then you bring the drilling to the 3 THE PRESIDENT: Isit a little too early to takéeak, or
4 site? 4 do you want a relatively short break?
5 A. No, once you -- well, usually you could use ¢mill 5 MR PILAWA: | would appreciate a 15-minute bre#k,
6 rig to hammer in the surface casing, and yloen 6 possible.
7 transfer to using a drill bit to drill out wtgainside 7 THE PRESIDENT: 15 minutes?
8 of that surface casing, and then you drill danrd 8 MR PILAWA: A 15-minute break.
9 you're using ever-decreasing drill bit diamsete 9 MR NEWING: That's fine.
10 drill deeper down. 10 THE PRESIDENT: We will take a 15-minute breakvpand the
11 THE PRESIDENT: What was the position at SmilndRink 11 next witness is Mr Howard; is that the plan?
12 you address it at -- no, you address it rgererally 12 MR NEWING: Yes, that's correct.
13 in paragraph 47 of your first report, wheoe gpeak of 13 THE PRESIDENT: Yes. Good.
14 Discovery's intentions. 14 Let's take 15 minutes, then.
15 A. Yes, hold on. Sorry, which paragraph, Madesident? 15 MR PILAWA: Thank you.
16 THE PRESIDENT: 47. Page 11. 16 (10.15am)
17 A. And paragraph, did you say? 17 (A short break)
18 THE PRESIDENT: 47. 18 (10.30 am)
19 A. 47. Hold on, let me just ... 19 MR NEWING: Just before we start, can | just KsyHoward
20 Yes, that's right. 20 does have some health issues, so dependthg ngth
21 THE PRESIDENT: Actually, it's not only Smilndt's all 21 of the examination he may need to take & sbarfort
22 three sites. 22 break. He will let you know if that is nesasy, but
23 A. Yes, | don't know exactly which one of thas@st 23 hopefully that's okay.
24 says: 24 THE PRESIDENT: Fine, please let us know if wa'do
25 "... in the case of the most advancdtese, the 25 remember.
Page 53 Page 55
10:13 1 surface conductor had been driven intgtbend ..." 10:30 1 MR COLIN HOWARD (called)
2 THE PRESIDENT: That was the situation at Smithbam 2 THE PRESIDENT: So, sir, you are Colin Howard.
3 not mistaken, and if | am mistaken, counstloorrect 3 MR HOWARD: That's correct.
4 me. 4 THE PRESIDENT: You are our third Rockflow expert?
5 A. Yes, I'm not sure which of those three it was. 5 MR HOWARD: Yes.
6 THE PRESIDENT: I think it was Smilno. 6 THE PRESIDENT: You have submitted two expert regaghe
7 MR NEWING: That is correct, madam. 7 first one of 3 October 2022, and the secordafn
8 THE PRESIDENT: That's correct; thank you. Andamgstion 8 18 September 2023.
9 is: do you consider that drilling had statteeh, or 9 MR HOWARD: That's correct.
10 not? 10 THE PRESIDENT: You are heard as an expert anday® under
11 A. ltdepends -- 11 a duty to make only statements in accordesitbeyour
12 THE PRESIDENT: And if you don't have sufficient 12 sincere belief. Can you please read therexpe
13 information, you simply say so. 13 declaration?
14 A. | do remember seeing the images, the phatbgraf the 14 MR HOWARD: | solemnly declare upon my honour andscience
15 drill rig coming along the road. | don't knahich 15 that my statement will be in accordance withsincere
16 site it was for, and | don't know whethersheface 16 belief.
17 conductor had already been driven in pridhéo 17 THE PRESIDENT: Thank you.
18 arrival of the rig. 18 So now we see your presentation on teesand
19 So, yes, all I know is the rig tried &irgaccess 19 you have 15 minutes, and you can proceeds@le
20 to a site. 20 (10.31am)
21 THE PRESIDENT: Good. Thank you. 21 Presentation by COLIN HOWARD
22 | have no other questions. That is minrother 22 MR HOWARD: Thank you, Madam President.
23 guestion that | had asked before. So thatlades 23 (Slide 2) The first slide is just a vérjef
24 your examination. 24 outline of my background. | don't proposgadhrough
25 DR MOY: Thank you very much. 25  thatin the interests of time. It's thene fo
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10:32 reference. 10:35
(Slide 3) On the second slide is just & b my

instruction from Signature to calculate a faarket valuation depends on both the volume, or assest of

value of Discovery's share of the Slovakiasetsat volume, and the geological chance of success.

1 1 prospective resources, i.e. prospecthess

2 2

3 3

4 4

5 the date of the award, and | note that myatala is 5 Therefore, those perception of value is depeinoin
6 6

7 7

8 8

9 9

undoubtedly were in 2015. This, of course, th

therefore an ex-post one, and a but-for saenar what we know about the asset at that tinis.olir
(Slide 4) As you will have noted from nmypert perception of value at a particular pointiimet when

reports, my valuation methodology that | chaas to we make that assessment.

use an income-based method, and specificalied When a new piece of information becomesiate,

10 a discounted cash flow model using the vohuamel 10 we revise our estimates of volume and GCO&, a
11 geological chance of success presented Athitison 11 therefore the valuation changes.
12 and Dr Moy, the Rockflow geological and reser 12 And | should just note that this processa
13 engineering experts. 13 acquisition and interpretation, is not a sineme: it
14 | used that model to calculate a netgmiegalue, 14 goes in fits and starts as new pieces ofrimton
15 NPV, of the prospects within the licence areaould 15 come along. And of course our valuation waoaflect
16 be very happy to expand on the details oflimgounted 16 that.
17 cash flow model, but | don't propose to gough it in 17 I'm not going to go through it in anyagrdetail,
18 any detail. 18 but you will have received the demonstratixieibit,
19 (Slide 5) Just to note, the inputs os&ho 19 which is a timeline of different events. Eezond
20 discounted cash flow model are Dr Atkinson's 20 column notes the asset transactions, arfduhé
21 probabilistic volume distributions, and hisessment 21 column notes when data was acquired or irgtsg, both
22 of the geological chance of success. | adddnte 22 of them.
23 Carlo simulation methodology, combined widtidion 23 MR DRYMER: A very quick look, sir: this is tedcal data;
24 trees, to establish a probability distribuoitid 24 we're not talking financial data?
25 successfully discovered volumes, i.e. voluthascould 25 MR HOWARD: No, technical data. Yes.
Page 57 Page 59
10:33 reasonably be discovered within the afeal we select| 10:37 MR DRYMER: Thank you.

1 1

2 the P50, or median, as the most likely outcohteen 2 MR HOWARD: If | just come to the San Leon oveimigl
3 identify a set of prospects that most closedyches 3 royalty (Slide 10). When San Leon Energy hew

4 the P50 volume. 4 Discovery acquired the asset from San Leon,L8an
5 Dr Moy then has presented a developmdmse for 5 retained an overriding royalty interest, dmat was

6 those set of prospects, and of course thakéhan 6 sold back to Discovery for £120,000 in Jan2@y5.

7 associated costs are input into the DCF nodel 7 CRA, that's Charles River Associatesgl thsit for
8 calculate the net present value. 8 the Respondent's quantum experts, they sajntplies
9 9

(Slide 6) Just to summarise, my valuatiorihat, a value of 1.8 million at the Respondent'siete date

10 submitted on 18 September, was $133 milaashade 10 for the Discovery share.
11 over. The table below confirms that andlieb from 11 Two things to note. At the transactiatedhere
12 my expert report, second expert report. 12 is still a considerable amount of data adfijiis
13 At the end of this presentation theresanember 13 continuing after that, some of the data @sicg and
14 of addendum slides which | won't be goinguigh in 14 some of the magneto-telluric data. In fact,
15 detail, which explain my choice of valuation 15 interpretation continued for a number of gear
16 methodology. And I'm happy to take questmmshose 16 afterwards.
17 should the panel require. 17 The other point to note is that the Saori_sale
18 | just want to move on to valuations regay prior 18 I do not believe was a fair market valuegeation.
19 transactions regarding the asset, and thesewsed by 19 (Slide 11) Mr Lewis' witness statemertesdhat
20 the Respondent's expert in order to comeitlptheir 20 San Leon was in a "cash flow crisis and ne¢énlsecure
21 valuations, and there are three of themsdie of the 21 cash quickly" and that the sale of the SaonLe
22 San Leon overriding royalty back to DiscouSiide 8); 22 overriding royalty enabled them to overcohs tash
23 the proposed Gulf Resources investment;endkard 23 crisis.
24 investment, all three in 2015. 24 | don't believe Mr Lewis' testimony a ptaiof days
25 (Slide 9) Just a quick note on the vadnabf 25 ago was challenged on that.
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10:39 1 CRA claim that this was not in faa ttase and 1042 1 saying comparing with companies in Eadiemope that
2 that they were not cash-strapped, and present 2 have 2P declared reserves, and bear in madthVioy
3 information from the San Leon annual accotm&how 3 has stated that he believes that in due coomse
4 that they were in fact able to raise corpdiiatnce 4 discovered, appraised and given appropriataeigsions,
5 of several million euros. But a close readihthe 5 these would be developed in the licence arvdavauld
6 annual report showed that in fact that waareekin 6 become 2P reserves in the but-for case.

7 a personal capacity by the CEO, Mr Fanning, S 7 (Slide 16) This is the graph from the Clét

8 actually, the company, San Leon, did not apakle to 8 report, and we're graphing the enterpriseavilu

9 raise finance on their own. 9 millions of dollars on the vertical axis, aggithe 2P
10 They also appeared to be paying exceamace 10 reserves, millions of barrels of oil equivile
11 costs, and the auditors noted in 2015 thaseam item 11 In coming up with a valuation, an ex-argkiation,
12 of concern on San Leon's status as a gomgeao, the 12 in actual fact, CRA do not use the data shomvthat
13 materiality. 13 graph. They use data from a company call®X Because
14 Taking that together, | don't believecaa 14 they claim that ex-ante, they were the oolygany that
15 consider the San Leon overriding royalty eéair 15 did not have 2P resources.
16 market value calculation. 16 However, when we look into it, the ADXoppective
17 (Slide 12) When it comes to the Gulf gsor 17 resources are actually gas condensate fafdbpre
18 investment, this was a deal that would inelwab wells 18 Tunisia, and Sicily as well, | believe, ahdytre
19 and an option on two further wells, this imglunder 19 entirely incomparable. They don't relatthtotype of
20 CRA assessment a valuation of $10.1 millioklarch, 20 thing we are looking to find in Slovakia.
21 | believe it was, at the ex-ante date, thepBedent's 21 They also note that ADX had prospectasources of
22 ex-ante date. However, Gulf Shores' dugetilie only 22 1,414,000,000 barrels of oil equivalentan't
23 appeared to focus around the immediate &rtba two 23 actually find that number in the referendesmgin
24 wells that they were committed to. Thererditiappear 24 CRA, but | believe it's an unrisked volunmepther
25 to be a full evaluation of the rest of tluefice area, 25 words, it's a volume that could be there.

Page 61 Page 63

10141 1 and therefore they would not be in a fsib 10:44 1 CRA derive a value on their ex-anfeation of
2 actually assess that. 2 just $0.15 million. But that is based on tratue of
3 | also note that, again, the full prosjvégtof 3 1,414 prospective resources, which is an keulis
4 the area had not been established by this ttatas 4 number, and therefore this calculation castatd; the
5 an evolving process that continued right uihéoEGI 5 logic is incorrect.

6 report in 2021, which was a fully integratéutly of 6 Conversely, when I look at this graphronf of me
7 all the data available. 7 (Slide 16) | see that, putting aside the gatat for
8 (Slide 13) Pretty much the same thingdyappthe 8 JKX, there is a rough linear trend going fri@ origin
9 Akard investment, which did actually proceédain, it 9 up through those values, showing there'staosor
10 was funding for three wells in return for 50%6 10 relationship between enterprise value andtfeunt of
11 Discovery's share of the licence. Although tvas 11 reserves. That is not unexpected.
12 several months later, there was still ongewejuation 12 From the gradient of that line, we carvgeat's
13 and the EGI study had not been completed;hwhi 13 called an enterprise value/2P ratio, whidarlve at
14 Mr Atkinson based his interpretations anésssients 14 $4.375 per boe. If | take the assessed whfm
15 on. 15 discovered resources, i.e. the ones we dienthiat is
16 Again, because that was not establidrdum't 16 the P50 value for Discovery's share,
17 believe it's an assessment of what the leanea 17 8.24 million barrels, that equates to a value
18 prospectivity is. 18 $36 million, as of 7 June, and of course thhte
19 (Slide 15) I now come to valuation based 19 could be adjusted to the award date.
20 comparables ex-ante methodology. | notertlyat 20 (Slide 19) When they do a similar analysitheir
21 analysis is, of course, a but-for case aea-igost. 21 second report, they still rely on the datanflADX,
22 But it is possible to look at the share prick 22 from the first report, which again | beligganot
23 comparable companies at the ex-ante datehand 23 correct because it's an unrisked volume laed t
24 what CRA have done. 24 calculations are not correct.
25 Essentially what they're doing, what &doing is 25 They also appear to make a fundamental where
Page 62 Page 64
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10:46 1 they apply a reserve adjustment factoRATF, to 10:50 1 Q. Okay.

2 volumes which are already risked. In otherdspthey 2 I don't need the slide show any more.

3 are the discovered volumes. And that's aldalipping 3 So talking about the second expert repaityou
4 on the geological chance of success, whighpgbeat 4 issued, there were -- well, actually, let raekoup.

5 5-10%. 5 You mentioned this earlier: the basic, orghalysis
6 If you correct for both the recovery athjosnt 6 that you are taking is the but-for analysght?

7 factor and the fact that they haven't actuatjuded 7 A. That's right.

8 associated gas from the oilfields, you esakytjet 8 Q. Okay. And you are calculating the fair markadtie on
9 back to the 36 million figure | was talkingoait. 9 your but-for basis?

10 THE PRESIDENT: | think you've reached the 15utés. You 10 A. That's right.
11 have exceeded them by 1 minute. But, ofssgyou can 11 Q. And that but-for basis is, again, the ides tad
12 get to a conclusion. I'm just saying themetsreally 12 Discovery continued operating in Slovakiayauld have
13 time left. 13 developed a large-scale project; is tha® fair
14 MR HOWARD: Yes. | will do that. 14 A. The individual oil projects are not largedsca
15 I'll just note briefly that when they dfde 15 They're quite small, in fact. The gas prigjgiaken
16 ex-post comparables analysis (Slide 21)a issnilar 16 together as an integrated development, | dveail
17 picture, but the linear trend is not so apparand 17 a mid-scale project, it's not a very larggqmt.
18 they use a weighted average method of dgrihie 18 Q. Okay. And that but-for scenario, the bui-for
19 dollar per boe, which | believe is not appiap. 19 specifically the DCF, it's one unified intagd final
20 I will leave my formal presentation thetkist 20 product; right?
21 note that at the end of the presentationé lize 21 A. The model is a single model, but within thedel, each
22 addendum slides of my reasons for usingadiged 22 project, the individual oil projects, andrittee gas
23 cash flow for my valuation. Thank you. 23 project, are modelled as separate incremgatathes,
24 THE PRESIDENT: Thank you. 24 which has to be done in order to correctlgudate the
25 Mr Pilawa. 25 tax effect at the corporate taxation level.
Page 65 Page 67
10:48 1 (10.48 am) 10:51 1 Q. Okay. Butthey're not separated by wehtions. So

2 Cross-examination by MR PILAWA 2 there's no --

3 Q. Thank you, Madam President. 3 A. They are -- the three individual oilfields aeparate

4 It's still morning: good morning, Mr Hovdar 4 well locations, yes.

5 Can you go to slide 19, please. Thank \o you 5 Q. Right, but if I'm thinking about Smilno, faxample,

6 remember this slide? 6 there's no fair market value exclusive to 8ot

7 A. Yes. 7 A. Not to Smilno, because it's one of the gdddigvhich

8 Q. Those figures in the last bullet point, thasenew 8 is considered as an integrated single project.

9 calculations that you've done; right? 9 Q. Right. Okay. And that DCF was the $133 mrillthat
10 A. That's correct, yes. 10 you mentioned earlier, and in your secondntepere
11 Q. Okay. They're not in either one of your ekpeports; 11 is also a $36 million valuation from compaeab
12 right? 12 companies, which we'll discuss, and a 5.1@mi
13 A. That's correct. 13 comparable transaction approach. Those teriaree
14 Q. Okay. And then I don't think we saw it oa fitreen, 14 numbers in the second expert report; right?

15 but I received your slides, and can you confor me 15 A. | recognise -- can you give me the referéadbe
16 that slide 22 of your presentation also dostaew 16 5 million one?
17 calculations? 17 Q. Sure. It's paragraph 338 of your secondrexggort.
18 A. Which one specifically? 18 A. Yes, | have it
19 Q. The 24.7 million? 19 Q. Okay.
20 A. Yes. That's my eyeballing of the -- busitlerived 20 | want to discuss a little bit the poiptal made
21 from the graph that was presented in the @Rart 21 in your presentation about data acquisitidnd
22 number 2. 22 | believe we have received Mr Howard's dermatiges,
23 Q. And this is the first time that you've praddhe 23 and we can project those on the screenmaisight?
24 24.7 million number? 24 So CD-10. | think you have a copy of it suy hand as
25 A. That's correct. 25 well?
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10:54 1 A. Okay. (Pause) 10:58 1 responding to CRA's report, explaining:tha

2 Q. There are a few dates when we get the spresidsh 2 "Certain industry codes do not recommesidgJ
3 that I'm going to want to talk about. 3 an income approach for prospective resources."
4 A. Sure. 4 Are you comfortable with that characteitsaof
5 Q. But before we get into that, you understaatl th 5 this part of your report?
6 Discovery Global purchased AOG in March 2Gight? 6 A. Yes.
7 A. Yes. 7 Q. And you state in paragraph 72:
8 Q. And the previous owner of AOG was San Legtfl 8 "In this context, | note that | am notgaeng
9 A. Yes. 9 a valuation for 'public reporting’, but folegal

10 Q. Have you analysed the data that Discoverpdblo 10 arbitration, and neither is the Claimant."

11 inherited from San Leon? 11 Can you tell me what you meant by thatestent?

12 A. Not personally. Do you mean the geologieahdor ... 12 A. Yes, this is in the context where CRA qubeVYALMIN

13 which data? 13 code for reporting information to the Ausaal

14 Q. Yes, sure. | understand that Discovery Glotdzen it 14 Stock Exchange, for purposes of stock listing

15 purchased AOG, inherited, for example --éfean go up 15 announcements to press releases, et céteria.

16 on that spreadsheet? Thank you. 16 that context.

17 | understand that when Discovery Globatpased 17 Q. Well, would your report have been differdéyou were

18 AOG, for example, it inherited this seismatadthat
19 AOG or the previous owner had taken from 20080117

=
(o]

preparing it for public reporting purposes?
A. If  was preparing a valuation for public ogfing, you

=
[{e]

20 A. That's correct. 20 would need to follow the rules of that exg@nBut it
21 Q. So I'm talking about -- and, for what it'srthip 21 would be seen in the context of what it wksat is
22 I'm also talking about July and August 2Gi®] then 22 not necessarily a fair market value. It'sdwing

23 the March 2013 entries right here, wheragythgity 23 a fair market value calculation.

24 surveys and the interpretation reports -tdliking 24 Q. So one of the -- well, we note here -- I'mso

N
al

25 about that type of data? | should say you note specifically, or yokea
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10:56 1 A. Yes. 11:00 1 reference to the Australian Stock Exchdrage. You
2 Q. Solunderstand that this was part of an dyemakage 2 rely on a guidance note for listing rules, god state
3 of data that Discovery Global purchased. | @npuld 3 here that that guidance note is "underpinyetid
4 say, was handed over in the transaction. 4 SPE-PRMS". And so you see the --

5 A Yes. 5 A. That's correct.
6 Q. Soyou haven't reviewed that data? 6 Q. Yes. Thank you.
7 A. No. It's not my role to review the technidata. 7 Can we pull up document CRA-35 and if weld go to
8 Q. Okay. Did you review the manner in which Digery 8 page 16 of the PDF itself, section 5.28.6trigere
9 Global reinterpreted some of that data, oroegssed 9 in the middle. Are you able to see that, Mdrd?
10 it? 10 A. Yes.
11 A. I'm not aware of the nature of the interpieta 11 Q. Can you read that for the record?
12 I'm not qualified to comment on that. 12 A. "An entity must not report forecast financial
13 Q. Canyou tell me the value that was addethéy t 13 information derived from an estimate of pexdjve
14 reprocessing and reinterpretation of mondigoyes? 14 resources."
15 A. No. 15 Q. Okay. Thank you.
16 Q. If we could put up Mr Howard's second expepbrt at 16 Sticking with your second expert repcaty we
17 paragraph 72, and | will get you a page nurimbjist 17 please now turn to paragraph 375, and tipiade 99
18 a moment. Page 18 of Mr Howard's secondrerggort. 18 (PDF page 97).
19 Yes. And I'm looking at that paragraph 72 Hdward, 19 A. Ishould note on that previous quotationt'sha
20 and that first sentence where you -- wetls leack 20 reporting to the Australian Stock Exchanlys.not
21 up. 21 reporting to anyone. It is in the contexivbiat you
22 For context, here in this part of yoyrae, and 22 must report to the Australian Stock Exchange.
23 I'm happy if you want to take a moment tcklabthe 23 Q. And in that context, the Australian Stock e
24 previous page just to kind of see the contextthis 24 prohibits financial forecasting of prospeetiv
25 is where you're discussing prospective ressand 25 resources, that's what the document says?rig
Page 70 Page 72
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11:02 1 A. Financial forecasting, but that is notshene as 11:05 1 would come up with that figure. But tisatot my
2 valuation. 2 valuation.
3 Q. lacceptthat. I'mjusttrying to confirmtha 3 Q. Okay. | understand it's not your valuati@ut that
4 specifically the Australian Stock Exchangehiioits 4 $36 million derives from your discounted ctistv
5 using prospective resources for -- 5 analysis; that's correct, right?
6 A. For-- 6 A. No, itdoesn't. It derives from the discovkvelumes,
7 Q. --forecasting. 7 which actually come from Dr Moy's and Mr Atkan's
8 A. -- mostly mining projects. The VALMIN code is 8 work, and the Monte Carlo simulation, whidiave
9 essentially a code for mining projects. Thaye 9 undertaken. But that hasn't got anythingotevith
10 a sentence in there where they say thiseasdxd for 10 financial forecasting or discounting. Theapurely in
11 oil and gas projects. In my professionakermce, 11 terms of volumes. And | then just multipliedthe
12 I've never seen that actually happen. 12 4.375, which is not derived from my discodntash flow
13 Q. I think in the paragraph before you wereingllabout 13 model. That is the gradient on the grapbgmied by
14 how the guidance note was saying that this wa 14 CRA.
15 underpinned by the SPE-PRMS and that's about 15 Q. Okay. So paragraph 375 says:
16 hydrocarbons, right? 16 "Using the $4.375/boe value ..."
17 A. That's correct, yes. So if they were repgrtin oil 17 So you're using this, and it values #serves in
18 and gas, they would use PRMS, yes. 18 your DCF -- | understand this isn't your wadilon, but
19 Q. Thank you. 19 it values the reserves in your DCF modeban8lion.
20 So going back to 375 here, in paragraiph tBis 20 Are you comfortable with that?
21 $36 million valuation is based on the resemg/our 21 A. Yes. The reserves were input into my DCF ehbdt
22 DCF model; right? 22 they're not derived from my DCF model.
23 A. Inthe but-for case. 23 Q. These are the reserves that Dr Moy -- I'mysor
24 Q. Yes, and the reserves in the DCF model gifibttr-for 24 | should say this: Mr Atkinson and Dr Moy bawoduced
25 case. And those reserves are the onesdgrpph 374 25 two expert reports that then produce so-¢adleerves?
Page 73 Page 75
11:03 1 immediately preceding, right? 11:06 1 A. Part of my work was to go from the unrisk@elumes to
2 A. Yes. 2 the risked volumes, which are the discoveesdurces.
3 Q. And this $36 million calculation is calculated the 3 And that part of my work is undertaken witttie same
4 ex-ante date; right? 4 Monte Carlo spreadsheet that Dr Atkinson uges.that
5 A. Itwas calculated at that date, yes. 5 part of the work is my responsibility.
6 Q. Okay. 6 You will note in that spreadsheet theeeiaitials
7 A. Butthe but-for case is, of course, ex-post. 7 on the top of every column, just to make dyadear
8 Q. lunderstand that, but this calculation icHlly 8 who did what bit of analysis. It just, frontezzhnical
9 as [at] the ex-ante date; right? That's what 9 point of view, for data integrity, it is imgant to
10 paragraph 375 says. 10 keep all the information in the same MontdcCa
11 A. Justto be clear what that means, the $$87boe is 11 spreadsheet.
12 derived from the gradient of that graph shawthe CRA 12 So part of my work was to work out, frtme
13 report, and those enterprise values were fnem 13 unrisked volumes that could be in the praspés do
14 companies at their ex-ante date. Whichffereint 14 an exploration simulation exercise to comevitp a P50
15 from the ex-ante data that the Claimant yees, 15 volume of what is the most likely discoveeatblumes.
16 Q. But I understand this to mean you are adgptia 16 And we then chose a set of prospects thaistlexactly
17 ex-ante date that Charles River Associatebean 17 matches that P50 volume of discovered ressurand
18 using, and you are providing your valuatisragthat 18 Dr Moy built a development schedule for that.
19 date, which is $36 million; right? 19 Q. Yes. lunderstand that.
20 A. No, that's not correct. My valuation is lzhee my 20 This paragraph in particular though, denstand
21 discounted cash flow model. | have merely et if 21 it's not your valuation, that $36 millionath
22 you did use the method that CRA recommengrapose, 22 arrives -- we arrive at that through the mesein
23 and you look at the discovered resources;wilue, 23 your DCF model. Those are the words in &ght?
24 myself and my colleagues, have come up withur 24 A. The volume, the reserves --
25 but-for case, using that value of $4.3750oer, you 25 Q. Yes?
Page 74 Page 76
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11:08 1 A. -- are the same as | use in my DCF mgesl, 11:12 1 using the FTSE oil and gas index or amatiaex.
2 Q. Okay. Atthe Respondent's ex-ante date;%ight 2 THE PRESIDENT: So you would take the ex-antervesevalue
3 A Yes. 3 and then you move it forward to the ex-pogtdand
4 Q. And at the ex-ante date, Discovery Global bialg 4 you adjust with the FTSE factor, or whatever -
5 prospective resources; right? 5 A. 350index. Thatis what you can do. It isthe
6 A. Yes. 6 method I've chosen for my valuation. I'm sgyf you
7 Q. Okay. 7 did do that, using the graph that CRA havelyred, you
8 A. But of course, | should note it's a but-fosea 8 would come up with a value of 36 million atllate,
9 Q. Iknow. 9 which can then be adjusted.
10 A. Yes. 10 THE PRESIDENT: Thank you.
11 THE PRESIDENT: I'm not sure what -- you are sgyf's the 11 A Yes.
12 but-for, but the but-for in your analysis asater 12 THE PRESIDENT: Please carry on. Apologiestier t
13 than the Respondent's ex-ante date. Sodbenas to 13 interruption.
14 be some disconnect between the dates; no? 14 MR PILAWA: No. No problem at all.
15 A. Let me try to explain. It's difficult withoall the 15 So coming to the San Leon overriding litgythat
16 information directly in front of us. 16 you discussed, | believe -- and correct maiih
17 THE PRESIDENT: But conceptually they mean -- 17 wrong -- in the presentation that you gave, y
18 A. CRA have presented data from so-called coafybear 18 discussed how one of the issues with thailtygyor
19 companies and their share prices indicateahset 19 any valuation derived from that, is thatdata
20 values, corrected for debt and cash balanodsf 20 landscape had changed?
21 course those can be quoted at any date éhaish. 21 A. That was one of the points, yes.
22 They have quoted the data at the ex-antefuztténey 22 Q. One of the points. And you haven't quantifidat that
23 chose. We have then come up with a valuaticthe 23 change in data represents; right?
24 oil price changes over time, you would expleetasset 24 A. No, one would -- in order to do that, one {dou
25 values, hence the share values, to go ud@md, and 25 Q. No, that's -- this is just to move to theoselcpart of
Page 77 Page 79
11:10 1 those can be adjusted for in a very ajpmte way by 11:13 1 the sale, the fair market value aspect.
2 applying something -- CRA use the FTSE 3508C8as 2 So | understand that you rely on Mr Lewastimony
3 index as a multiplier, which can be done,itsif bit 3 that the sale for the San Leon royalty valas not
4 of a blunt instrument. 4 fair market value, and --
5 So all | have done is take CRA's chartsad at 5 A. It's one of the points that | rely on.
6 that date, if you have 2P reserves, this @stwieir 6 Q. It's one of the points that you rely on.
7 value would be. Not just Discovery -- 7 And one of the issues that you have it t
8 THE PRESIDENT: So you assume you would have -- 8 royalty -- well, let me say this: apart froetying
9 A. Ifanyone had -- 9 upon Mr Lewis' testimony and looking at Saoh'e
10 THE PRESIDENT: -- 2P reserves at the time ofthante 10 annual report, what are the other piecesfofration
11 valuation date; is that right? 11 that you've used to determine that this veas fair
12 A. Yes, butit's a generic description. I'misgyf 12 market value sale?
13 anyone had some reserves at that date ohtdwgatitude, 13 A. Those were essentially the two points | udedact,
14 we can, you know, from that graph, impliext they 14 the single point that the auditor raisedaréimg --
15 would be worth $36 million. 15 there was a materiality issue regarding goorgern,
16 If other companies had the same volun2Pof 16 that by itself | believe would make it ndaar market
17 reserves at that date, we could say thatdralsb be 17 value transaction.
18 worth $36 million, in a very approximate way. 18 Q. But you are aware that San Leon, to the eitareded
19 Now, at the ex-ante date of course wevkDiscovery 19 to find alternative funding or sources ofdsnit had
20 had not been able to drill and thereforendichave 20 that ability at the time; are you aware @t ilhom
21 those reserves. But if they had have dbeg,would 21 their annual reports?
22 have been worth $36 million, and we coulch timeve that 22 A. Are you referring to the loan finance that --
23 value forward in time to a point at whichyttreould 23 Q. Right, I'm talking about the $30 million atilolnal loan
24 have had, in the but-for case, the apprepréesterve 24 facility that they had at their disposal?
25 declarations, and we can arrive at a valuatitjusting 25 A. Intheir annual report?
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11:15 1 Q. Yes. 11:19 1 doing for the -- you know, to improve thelity of the

2 A. I don't know the conditions of that $30 mitlitban 2 data. They cannot predict what the resultbef

3 facility. 3 reprocessing might be. Sometimes you repsat@s and

4 Q. Butyou are aware that it exists, did | unider that 4 it confirms that perhaps a trap is not théreat does

5 right? 5 not appear to be the case, because if thaheasse,

6 A. lwasn't aware specifically of that one. 6 Discovery would not want to proceed with mgtmoney

7 Q. Okay. Did you want to see the document? 7 into an asset that wasn't worth pursuing.y Thearly

8 A. Yes. By all means. 8 pursued with the asset, because they felt the

9 Q. Okay. Can we pull up C-259. Page 32 of bE.PANd 9 reprocessing improved their valuation of theet
10 if you can zoom in to that middle column tighthe 10 MR PILAWA: That's fine.

11 top of the page. No, other to the other.sRight in 11 I have no further questions, Madam Pesgid
12 the middle: 12 THE PRESIDENT: Thank you. Mr Newing?
13 "In the event, that the Placing is nqiraped ..." 13 MR NEWING: | have no questions, Madam President.
14 Do you see that at the top: 14 THE PRESIDENT: Do my colleagues have questions?
15 "... the Group has an additional loarilifgof 15 (11.20 am)
16 £30 million available ..." 16 Questions from THE TRIBUNAL
17 A. Yes. Which report is this one? What dathis? |Is 17 THE PRESIDENT: We were discussing the 36 milliafuation
18 this the 2014 -- 18 through comparable companies, and you saidjgbthere
19 Q. 2014. 19 by using the reserves that you have alsofosgour
20 A. 2014. 20 DCF, and then -- is that not ...?
21 Q. Yes. 21 A. Yes, the work that my colleagues and myseletdone
22 The question that | have though is, if Beon, the 22 has come up with a volume that we think jg know,
23 previous owner of the royalty, and the presiowner of 23 if we proceeded, or if Discovery proceedeith e
24 all of the data underlying the asset, if theye 24 exploration programme, we think that is t68,Rhe
25 sitting on an asset that would pay them passcome 25 most likely volume that would result fromtthéilling
Page 81 Page 83

11:17 1 of tens of millions of dollars, wouldniteof the last 11:21 1 programme.

2 things they would want to get rid of be thatalty? 2 THE PRESIDENT: That would be produced.

3 A. I don't believe at the time they, San Leooutiht it 3 A Yes.

4 was worth that million. 1 think there wasapgn what 4 THE PRESIDENT: Yes.

5 their valuation was and what Discovery beléevAnd of 5 A. Obviously it's a probability distribution attte P50 is

6 course, in the context of the sale to Discpver 6 the most likely. It could be higher, it coled

7 Discovery is not going to go to San Leon amd s 7 greater. But the probability of it being gegas

8 I think it's worth more, let me pay you more. 8 equal to the probability of it being smaller.

9 Q. Butyou agree with me that San Leon of altipawas 9 THE PRESIDENT: And then you said that you toakitbserves
10 in the best position at that time to placalae on 10 at CRA's ex-ante date, and you explainedet¢hat the
11 that royalty; right? 11 disconnect between the dates, because teesanw
12 A. I'm not sure that's the case, no. 12 reserves at that date but only resourcef] beumade
13 Q. Well, they had all the data underlying theegsight? 13 up for by moving to the ex-post date by aipgiyhe
14 As the previous operator? 14 FTSE index.

15 A. They had the data that existed at that tideed in the 15 A. Thatcan be done, yes.

16 following months after the acquisition, Diseoy 16 THE PRESIDENT: Which you do not -- which is gour
17 acquired some more data, magneto-tellutfink. But 17 preferred method, but is the one CRA has; is¢aht
18 they also reinterpreted and reprocesseccthme 18 right?

19 data, and that was key to the value that pheyed on 19 A. Yes, if you like, that 36 million sort of ares from

20 the royalty. 20 the volume of -- that we think might be disaed. But
21 Q. And that's the improvement or -- the improgata with 21 using the data from the ex-ante date, jucsise

22 the data that you can't quantify, right? 22 that's the date they're having to chooseeesent the
23 A. I can't put a number on it, no. 23 chart on, that analysis could have been grlay, you
24 Q. Okay. 24 know, and in fact they do produce equivatiaits for
25 A. But clearly Discovery felt the reprocessingswvorth 25 ex-post valuation in their reports. And yoight have
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11:22 1 seen one of them in my presentation. 11:35 1 DR LONGMAN: | am.
2 And the data points move around a bitt tBe 2 THE PRESIDENT: From SLR Consulting?
3 overall picture is similar. They move arolmetause 3 DR LONGMAN: That's correct.
4 the ail price is going up and down, and trenehsset 4 THE PRESIDENT: You have submitted two reports, fitst
5 values will, of course, move. 5 one 31 March 2023, and the second one 14 Dene2023?
6 And bear in mind that these are comparable 6 DRLONGMAN: Yes.
7 companies. The fields and assets they haveoar 7 THE PRESIDENT: You are heard as an expert witaggdsyou
8 necessarily directly comparable. They afgdstern 8  know that I will now ask you to read the exper
9 Europe, and they are 2P reserves, partly tHguasset 9 declaration into the record.
10 values on those charts, the enterprise \&loé 10 DR LONGMAN: | solemnly declare upon my honoudan
11 course, a mixture of whatever -- whether theye 11 conscience that my statement will be in atzece with
12 reserves, contingent resources, and prospecti 12 my sincere belief.
13 resources. The share price just reflectssiovs' 13 THE PRESIDENT: Thank you. Now we have receiveat
14 perception of the basket of assets thatlihes. 14 presentation, and you have 15 minutes to ...
15 THE PRESIDENT: Yes. Do | understand this calyethat 15 DRLONGMAN: I think we're just waiting for it toome up.
16 if we find that your reserve quantities ave n 16 MR DRYMER: You have been patient the last coapldays;
17 sufficiently certain, for legal reasons rast f 17 you will have to be patient a few minutesler
18 technical reasons, then we cannot use thisetrbased 18 (Pause)
19 valuation because it is dependent on thematitjas of 19 THE PRESIDENT: Is there a difficulty?
20 reserves? It is built on it; is that righ®? do 20 (Pause)
21 I misunderstand something? 21 Good.
22 A. All the numbers we have presented, both irvatyation 22 So now you have 15 minutes.
23 and in the CRA, depend fundamentally on thamtity of 23 (11.39am)
24 reserves that might be found. | think thss, 24 Presentation by DR LONGMAN
25 common sense. 25 DR LONGMAN: So yes, good morning, Madam Preside@mbers
Page 85 Page 87
11:24 1 In terms of not sufficiently certaafyviously 11:39 1 of the Tribunal.
2 | can't speak about the legal definition @ftth 2 | think as we've established, I'm Chrisdrman.
3 THE PRESIDENT: No, and I'm not asking you thagstion. 3 I'll run through a presentation this morning.
4 I'm just trying to understand the basis fer th 4 I'm a geologist by background, and | have4tagiears
5 market-based valuation. But you just answesed 5 plus working in the upstream oil and gas itigus
6  thatsfine. 6 (Slide 2) I'll run through a series ofitgpthis
7 I have no further questions, so that gous 7 morning. | won't go through this slide inalkt It
8  examination. Thank you very much, Mr Howard. 8 will become apparent as we run through it wielte
9 MR HOWARD: Thank you, Madam President. 9 reviewing, the licences, the potential, andtgbeing
10 THE PRESIDENT: Do we wish to move on, or do weda short 10 done on those licences.
11 break? The next witness is Dr Longman;as ight? 11 (Slide 3) As has been shown before, tkedvery
12 MR PILAWA: Exactly. 12 Global licences are in the north-eastern iqureiaf
13 MR NEWING: I'm happy to move on. | don't kndvaicouple 13 Slovakia. It's the blue circle in the taght-hand
14 of minutes is needed to bring up Dr Longmslities. 14 diagram there, within the Carpathian Mourstaamd the
15 THE PRESIDENT: Maybe we'll just switch the stidend 15 geological setting of these licences is dreeseries
16  whatever needs to be done. That will tadtts say, 16 of nappes that are thrust from the southwawds each
17 ten minutes, because five minutes is genyenati very 17 other, so successive thrusts override théque one,
18  realistic. 18 and you can see that in the bottom left dimgnere
19 (11.26 am) 19 where you've got a series of thrusts thatreméng, as
20 (A short break) 20 | say, from left to right, each one overlyihg
21 (11.35am) 21 The most important thing about that & tt's
22 THE PRESIDENT: I think we're ready to start. 22 a very complex structural setting, so thdogssof
23 DR CHRIS LONGMAN (called) 23 faulting and fracturing within the rocks thestves.
24 THE PRESIDENT: Dr Longman, you confirm for tleeord you 24 And | think as has been mentioned beforestinice
25  are Chris Longman? 25 nappe within the Claimant's licences is yabg:
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11:40 Magura nappe and a little bit of the Duldg@pe. 11:44

(Slide 4) This map shows that in a litiemore

1 1 licence themselves, the database thatthey; again,
2 2 the outline of the licence is in pinky-purpe,the

3 detail. The Claimant's licences are in thm piutline 3 primary information that we've got is a seoés

4 there, and you can see that the Magura naptie 4 seismic data and historical wells. Theresarae

5 sort of dirty grey colour, the Dukla nappe ttarker 5 34 wells, but as you can see from the may,dhe

6 grey, are the ones that cover the Claimaogades. 6 clustered in three main areas. The lastwesd|

7 And then the Silesian nappe, further to théhreast, 7 drilled in 1998, so there has been no recdlling,

8 doesn't actually overlie the -- or underlie th 8 and the seismic is 770 kilometres or so ofiafa

9 Claimant's licence area. 9 dating from the early 2000s.

10 So looking at that in terms of trends, th 10 There's also additional data, gravitygnesic,
11 Claimant's licences are on trend with the iviagnd 11 surface geology, et cetera, and, as hasrbsanced
12 Dukla nappes, but | don't believe they areemd with 12 before, magneto-telluric data that was aeduiry the
13 the Silesian nappe. 13 Claimant but hasn't been used in Mr Atkirsson'
14 The key to that is that there's a l@mdlogue 14 evaluation.
15 data from Poland, less so from Slovakia, e/lieere has 15 It's important to note, | think, that Bimant
16 been an exploration history in all these eappnd 16 did not acquire any seismic data or drill aaw wells
17 therefore, in my opinion, the analogues shéadus on 17 during the period it held the licence.
18 the Magura and Dukla nappes, rather thaBitesian 18 (Slide 8) Mr Atkinson has created a seofe40
19 nappe. Although, taking into account thestén nappe 19 leads, and we had a debate yesterday aladistVersus
20 is important and, as you will see later,Jehelone 20 prospects. My view is that they are leadsbse they
21 that. 21 are not well-enough defined under PRMS tdifgues
22 (Slide 5) You've seen these diagramsedisbefore 22 prospects.
23 from Mr Atkinson. It's really just trying teinforce 23 Of those leads 18 are oil, 22 are gabtl@map
24 that when we're looking at analogue fieldinfation, 24 here in the top shows Mr Atkinson's intergtiet
25 the most relevant ones | think are thosedtein the 25 underlying red circles, which are actualketafrom
Page 89 Page 91
11:42 same happes as are prospective in then@ids licence | 11:46 the Claimant's 2017 investor presentatioere they

1 1

2 area. 2 identified 11 prospects. So it's just a conspa of

3 Mr Atkinson yesterday provided a diagramvhich he 3 the 11 that were referenced in 2017 in thestor

4 had noted that the reservoir and porosityrpaters in 4 presentation with the 40 that Mr Atkinson has

5 the Silesian nappe were better than in theukéagnd 5 identified.

6 Dukla nappes. Again, | think that's importast as 6 And you can see there's some similaritysome
7 a general reference point, to indicate thatewlou 7 difference. One of the key differences, as wa

8 can take note of the Silesian nappe, thedredbgues 8 referenced again yesterday, is that the Pdastare,
9 9

are those that are relative to the Claiméinéasce which is one of the three AFE wells, doesstdire on

10 area. 10 Mr Atkinson's analysis.

11 To that extent, | find it difficult to eept some 11 (Slide 9) We have had a look at the daterlying

12 of the benchmarking that was done by then@lat in 12 the interpretation of those 40 leads. Wa'tithve

13 relation to the licences, and they were esfezd 13 that data to start with, but we were providéthlfway

14 yesterday again, | think, with the purple bhda 14 through.

15 outlines. 15 We focused on the eight leads that haxeecout of

16 (Slide 6) In addition to the analogueadesm the 16 the decision-tree analysis which, again Hezn

17 Polish nappes, there's also been some rexgloration 17 referenced in the proceedings, to have adbblow we

18 in Poland, and this map here shows the locati 18 viewed those leads. And we felt that thifiebase

19 12 wells drilled since 2000, all to the nentbst of 19 were very poorly defined and probably didmatn

20 the Claimant's licence area, some withirMagura and 20 qualify as leads, and we looked in the remgifive.

21 Dukla nappes, some within the Silesian nappleink 21 This is just an example of one of thena, what

22 the important thing to note out of that iattim the 22 | was trying to do here, which | don't needd over

23 last 20-plus years, of these 12 wells, wedteaware 23 now because, again, Mr Atkinson referencgdsterday,

24 that any commercial discoveries have beeurtegh 24 is that the area that was interpreted hasliben

25 (Slide 7) Moving a little bit on to thdéa@nant's 25 assumed to be the most likely case, and Kingon
Page 90 Page 92
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11:47 1 doubled his area, so as he demonstrasterglay, 50% | 11:51 1 (Slide 12) The decision-tree analtfsis was
2 of the time the area is going to be sampleah fan area 2 undertaken uses the resource volumes, wiighK are
3 that was bigger than actually mapped. 3 overestimated, and also the GCOS figures,hyhigain,
4 You can also see from this that one obther 4 in my opinion, are overestimated. And thas wan
5 problems is, if you double the areas, thep #hart 5 through an analysis to come up with a statisbutput
6 overlying each other, the prospects. 6 of the most likely, the P50 outcome.
7 And | have to note that these leads ametified 7 Each time that gets run, you end up witliffarent
8 on what is very poor seismic data quality. 8 output, and you can see there it just comghe2022
9 (Slide 10) Looking at some of the oil Isaaind 9 figures with the 2023. So the first time tharere
10 most of this sort of benchmarking analysavigilable 10 nine prospects, the second time there wgte: ei
11 for oil rather than gas, because there'slitdey 11 prospects, and we've got three oil prospeadive
12 analogue gas data. 12 gas prospects in the latest version. Some ar
13 So this is just a plot of looking at thenulative 13 consistent between the two years; othersaire
14 production from nappes in Poland relativa fixed 14 (Slide 13) A little bit more just lookireg the
15 area, so 1,000 kilometres squared. Themefasdoing 15 individual well production. Again, this iying to
16 this was to try and gauge what some of thietyi is, 16 benchmark the -- sort of sense-check wheirgtilone.
17 and what the oil leads identified by Rockflare 17 Again this is oil, because that's where wgatesome
18 indicating, and you can see there that uoder 18 historic comparison.
19 analysis we have a significantly higher dgri 19 Using our analysis we've got somewheyarat about
20 potential resource in Rockflow's analysisithas been 20 20 million -- sorry, 20,000 barrels per wetim a lot
21 evident historically. It's even bigger tliaa 21 of the historical data, and in the Claimaatialysis
22 Silesian nappe, which is the best of the espput is 22 they are recovering round about 400,000 Isaper each
23 significantly bigger than the Dukla and Magnappes, 23 well in their development scenario, which is
24 which are the two relevant nappes for thddea 24 a significant increase, whichever way yoklabit,
25 identified. They are all identified withinet Magura 25 and has a double effect, because if you mzdupe more
Page 93 Page 95
11:49 1 and Dukla nappes. 11:52 1 oil from a well, then you need less wllglevelop and
2 (Slide 11) The other element to do withldads is 2 therefore the cost of any potential develogrizen
3 not only the size of them, but also the gdolig 3 reduced.
4 chance of success. Again this was refereyesérday. 4 (Slide 14) There's also an issue ovediitlng.
5 Mr Atkinson and myself used the same methagadlo 5 Mr Moy put his chart up earlier on today, asds
6 calculate the chance of success, but we hdifeegent 6 referenced, the concept is to drill 40 explorawells
7 view of the input data. 7 and, in the event of the success, modelled
8 You can see here that Mr Atkinson's assestof 8 99 development wells.
9 the geological chance of success is roughgettimes 9 The concept of drilling 40 developmentlgvel
10 my assessment, and there's very little inubgra 10 consecutively by any company exploring, withibe
11 analysis of GCOS, but there was the RPS @FR, which 11 opportunity to reflect and integrate whatever
12 again was referenced yesterday, and thatayaseerage 12 information you get from those 40 wells, @ n
13 of 9% for each of the individual reservoigits that 13 something I've ever come across, and it weiuidally
14 were analysed in that report. 14 make any sense to me in a process.
15 There's another issue about the charsgcoéss, 15 And the 99 development wells are driiked
16 which is that no dependency between leadbdes 16 a four-year period. Again, an extremely aggive pace
17 accounted for in the Claimant's analysis,thadittle 17 of drilling. And the charts at the top righere just
18 chart at the bottom there just shows the saraeve had 18 compare the rate of drilling for exploratamd
19 before. But the two prospects that are adjaand 19 development with the historical activity, aghin it's
20 potentially overlie each other, if you dafie and it 20 a significant increase.
21 fails, then the chance of success on the otleeis 21 | should note that this chart is corrédtem the
22 obviously going to reduce. Equally, the targ would 22 figure that was in my second report, bechhsel
23 be true: if you drill the first one and #'success, 23 erroneously divided the 99 wells by five yeather
24 then the chance of success would improve®other 24 than four years. So it actually looks warsthis
25 one. 25 chart than it did in my second report.
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11:54 1 (Slide 15) Another thing to look athe oil leads 11:57 1 A. ltwas. Yes.
2 in relation to the historical information. Yee seen 2 Q. And you have had no reason to challenge thk that
3 the chart at the top. That is the three |taalswere 3 they carried out in that study, have you?
4 assessed to go into the DCF calculation frog82n 4 A. | haven't challenged that work, no. Thatsghmary
5 yellow, plotted against historical field sfpe 5 piece of work underlying what was done.
6 Poland, or for the Carpathian -- the Polistp@thian 6 Q. And that study concluded that there wereegt Ifve
7 fields. And you can see even on that anaty&isof 7 potential traps in the underlying Dukla nappén't
8 those leads would be in the top eight all-time 8 it?
9 I'm nearly at the end. 9 A. Ilthink it identified five features for whiah
10 THE PRESIDENT: You're over time, but | understémat you 10 calculated volumes, yes.
11 soon are done. 11 Q. But all of those were only in the underlyigkla
12 DR LONGMAN: And in the bottom chart, that's jpdtting 12 nappe?
13 all 18 of the Rockflow oil leads against kiigtorical 13 A. I don't remember, but | believe so.
14 ones, and you can see how dramatic the eliféeris. 14 Q. Okay. To refresh your memory, let's taketgou
15 (Slide 16) So in summary, | don't thihk ticences 15 document AA-002. And page 75 of the PDFagle And
16 are on trend, and there's little historicellague for 16 you see there section 9:
17 what's been done. 17 "Whole volume estimates of potential srapthe
18 THE PRESIDENT: Thank you. 18 Smilno antiformal stack”.
19 Mr Newing. 19 Which | understand is basically the Duidppe, the
20 (11.56 am) 20 underlying Dukla nappe, the parts underngsatiMiagura
21 Cross-examination by MR NEWING 21 nappe or the part that's poking out in thotec
22 Q. Good morning, just about, Dr Longman. My aasNeil 22 window?
23 Newing and | will be asking you some question behalf 23 A. Yes, that's correct.
24 of the Claimant. 24 Q. And this study did not seek to assess whéibez were
25 | would ask you, please, to turn to yiinst 25 any traps in the rest of the Magura nappkit@li
Page 97 Page 99
11:56 expert report. We're going to look atepagf the 11:59 A. | don't recall whether it sought to dottbianot.

1 1

2 PDF, and | think it's internal page 1 if yoa boking 2 Q. You've referred in your first expert reporthe fact
3 in the hard copy. And | am looking at paragra. 3 that EGI only identified five potential struoes, and
4 A. The bullet points? 4 compared that to the 40 identified by Mr Aidn; do
5 Q. Yes. I will just wait a moment for that to lmught 5 you recall that?
6 up on screen. (Pause) 6 A. ldo.

7 It's at page 5 of the PDF, please. 7 Q. Butas we've just seen, this study was omliitg at
8 Okay, so in this first bullet point do ysee you 8 those structures that were in the underlyiogl®

9 stated the general conclusion that: 9 nappe, wasn't it?

10 "It is extremely unlikely that any sigoént oil 10 A. I'mnot sure it was only looking at the strues.
11 or gas accumulations lie within the Claimant' 11 Those are the ones that it identified inethe.
12 exploration areas ..." 12 Q. Butthere is no part of this report whereitks to
13 Do you see that? 13 identify any structures in the rest of thegMia nappe?
14 A. ldo. 14 It doesn't say one way or the other whettenetare
15 Q. And at the time of this first report you haud 15 any structures in the rest of the Magura eapp
16 conducted any assessment of the licence yoaeself 16 A. Itdidn't, but it created a series of majtghen
17 to determine what hydrocarbons might be &gl had 17 focused on that particular area, as | unaledst.
18 you? 18 Q. Butin that same area in which they idertifiee
19 A. No, that was based on the review of the méidion in 19 structures, Mr Atkinson has identified eigbthat
20 Mr Atkinson's first report. 20 right?
21 Q. lunderstand that you had, however, reviextedat 21 A. Idon'tknow. |don't have the comparisotween the
22 point the study which had been conducted®l Eght? 22 two particular areas.
23 A. We had that available, yes. 23 Q. Okay. If | can take you to Mr Atkinson'ssfireport
24 Q. And that study was carried out by individwaith a lot 24 at page 36. And paragraph 107.2, you wdllatehe
25 of experience in this particular region;hattright? 25 bottom. Mr Atkinson states:
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12:01 1 "I defined 8 gas prospects in the Sorélrea in the 12:03 1 Do you see that?
2 Dukla Nappe, based on the Base Magura steuntap 2 A ldo.
3 except for one mapped at an intra-Dukla Nappface 3 Q. Soyou accept, again, that being notionallisréady
4 (the 'base Antiformal Stack' surface).” 4 is enough to be considered a prospect?
5 Do you see that? 5 A ldo.
6 A. ldo. 6 Q. Soin this very same paragraph you are agtizdiling
7 Q. So the appropriate comparison would have teeeompare 7 about the two wells that the Claimant hadndésl to --
8 EGI's five identified structures with the digfat 8 or in fact three wells that the Claimant hatdmded to
9 Mr Atkinson has identified, not the total #@uldn't 9 drill at Smilno, Kriva Ol'ka, and Ruska Porpaeen't
10 it? 10 you?
11 A. I don't know for certain without going backthe whole 11 A lam.
12 of the description around the EGI reportfitse 12 Q. And so your position in your first expertagps that
13 Q. Since the date of your first expert repott'ye 13 you agreed that, at the very least, the Snaifrd
14 conducted an assessment of five of the Cidisneight 14 Kriva Ol'ka sites were notionally drill-readgd so
15 prospects -- | know there is a differencevben you as 15 could be considered as prospects?
16 to whether they are prospects or leads, hat the 16 A. Yes.
17 Claimant has said are prospects -- thatateop 17 Q. And were you aware that both the Smilno andsOl'ka
18 their P50 case, haven't you? 18 sites had AFES?
19 A. Ihave. 19 A. Yes, that's why | considered them as prospect
20 Q. And in relation to the other three of thosespects, 20 potentially.
21 your position is that you do not recognismttas valid 21 Q. Were you aware that two of the three prospbet you
22 targets; right? 22 decided in your second report were not evadd, let
23 A. Yes. That's correct. We didn't see that there 23 alone prospects, were in fact the Smilnokanda Ol'ka
24 identified sufficiently to be classified asdls. 24 sites?
25 Q. And so your position is they're not even seddt 25 A. lam aware of that, yes.
Page 101 Page 103
12:.02 1 certainly not prospects; that's correct? 12:04 1 Q. And so despite accepting, as you havelpre, that
2 A. That's correct. 2 both the Smilno and Kriva Ol'ka sites weredblbe
3 Q. But will you agree with me that whether sorraglis 3 considered prospects as they were notionellyreldy
4 a prospect is based on the judgment of thageate 4 and had AFEs, you nonetheless now claim tiest are
5 providing the funds and carrying out the ijlthat 5 not prospects?
6 there is sufficient detail to justify them puing 6 A. I do. That's because my evaluation of theweiy
7 their drilling? 7 different from the Claimant.
8 A. lthink that's a reasonable observation, yE®ere was 8 Q. Butyou have accepted that the fact that ther@nt
9 an AFE for various features, so one of the 9 itself considered they were ready and had AffEhem
10 classifications for something being a prosjethat 10 is enough for them to be considered a pré®pec
11 there is a sufficient comfort by the ownegto 11 A. Inthe eyes of the Claimant, yes. But nanin
12 forwards with that. 12 opinion.
13 Q. And so if there were AFEs for particular wejlou 13 Q. And obviously nothing has changed betweeCthignant's
14 would agree that those would be considerespercts at 14 decision that they were prospects and tdataywill
15 that point? 15 have changed the Claimant's view that theg we
16 A. | thinkin broad terms, yes. 16 prospects?
17 Q. Okay. Can we also turn to paragraph 48 rfoieur 17 A. lcan'tsay that. | don't know whether thaii@ant has
18 first expert report. That is on page 2thefPDF and 18 changed its view.
19 page 16 of the hard copy document. And viedleng at 19 Q. Were you instructed for your second repartmassess
20 paragraph 48. 20 those prospects, or those areas, at all?
21 A. Yes. 21 A. Absolutely not.
22 Q. And at the very last sentence, I'm goingtk lat the 22 Q. Butisn'tit the case that in fact two ofgho
23 rest of this in a moment, you said: 23 prospects are -- two of those areas thahgwa not
24 "As these were notionally drill-readyeytcould be 24 identified as prospects are in fact prospestshey
25 considered as prospects." 25 meet the requirements that the Claimanf itsel
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12:06 1 considered them to be and they had AFEsemn? 12:09 1 tab 318. (Pause)
2 A. No, that can't be the case, because at tleetiiat 2 Page 59 on the PDF. And if we look aageaph
3 I was doing the analysis, the Claimant didoltl the 3 C.3, at the very beginning it's stated:
4 licences. So | think there's a differencevben, if 4 "SLR note that the majority of Mr Atkingsn
5 you go back in time, that was their view, but 5 'Prospects' are defined based on two-way.time
6 I'm looking at it now on the basis of the imfiation 6 grids - either his own or those of EGI. Stnues
7 that's available to me. And, as | say, thexalery 7 which are 'drill ready' and form true Prospexttder
8 different opinion between my assessment arad thie 8 [PRMS] would never be presented in TWT. TWdpshare a
9 Claimant's assessment was in the past. 9 step in the process of generating depth mapam
10 Q. Butthe information you have looked at isshme 10 often used to illustrate exploration concepts
11 information that the Claimant had? 11 Do you see that?
12 A. Asfaras|I'maware it's the same. | meanhad the 12 A. ldo.
13 dataset that was provided by the Claimant. 13 Q. I notice it says here "SLR note", rather tHarote",
14 Q. The eight of the Claimant's prospects whahlyave 14 which you use in the next paragraph. Daatsrtiean
15 looked at, although three of them not asdesse 15 that you did not personally conduct thosessaents?
16 | say, form part of the Claimant's P50 cegét? 16 A. I worked with one of my colleagues, who iferenced in
17 A. The P50 decision tree case, yes. 17 the acknowledgments, in looking at the seigrojects
18 Q. And so all that you have actually assessether of 18 that we had. But the interpretation of thiegdom
19 the prospects that the Claimant considersdimi 19 dataset is not my area of speciality.
20 within that P50 case? 20 Q. Okay. So you go on to say that these aepdrsthe
21 A. We looked at five in detail. Looked in déetithe 21 process of generating depth maps, as you say?
22 eight, but decided that three were not validyere 22 A Yes.
23 insufficiently well-defined to qualify as ks and 23 Q. And so you would accept that the depth mapgdibe
24 reviewed the remaining 32. But only in aestipial 24 helpful for you if you were actually trying &ssess
25 way. 25 this further?
Page 105 Page 107
12:07 1 Q. And so in discounting the three that youot consider 12:11 1 A. And there are depth maps and time maps.
2 to be prospects, all you are in fact sayirthas 2 Q. Soyou do accept that depth maps have beeitpdoby
3 those three prospects should not have forragapthe 3 Mr Atkinson in his Kingdom project?
4 Claimant's P50 case? 4 A. There are some depth maps, yes.
5 A. Well, it was the Claimant who assigned thdghtdeads 5 Q. But here you suggest that in fact that's metase.
6 to their P50 case. That wasn't my decisidmat was 6 So is it the case that the depth maps werassaissed?
7 their decision. My review was that of thoight five 7 A. No. | say that the majority, there were deptips and
8 could be considered leads and three not. 8 time maps, and in fact you will see in appei@lihere
9 Q. Soyou have not conducted your own alternative 9 are some depth maps and time maps.
10 assessment of what you think the P50 caskl\we@ 10 Q. So the conclusion that in fact the majorni/-a or
11 A. Well, I have, to the extent that I've caltethvolumes 11 that the information is not sufficient has taken
12 for and risks for those five that | identfias leads. 12 into account the fact that there are thedéiadal
13 Q. Butyou have not actually considered actosgntirety 13 maps which have been looked at?
14 of the licence areas whether the P50 casklwetthose 14 A. Sorry, I don't ...
15 five prospects? 15 Q. Sorry, I'll rephrase that question.
16 A. No, but | can't, because, as | say, the Glatis P50 16 Your conclusion that, or the conclusiamdtlerstand
17 case is a statistical Monte Carlo outputchvhyou 17 you to be drawing in paragraph C.3 is thatatospects
18 know, that's what they came up with. 18 have been defined on a first stage of dather than
19 Q. Butyou haven't conducted any similar assessof your 19 the next stage, which would be depth mapg.c&n you
20 own? 20 tell me today whether you can be -- whetloer know if
21 A. No. 21 depth maps were looked at for the five prospihat
22 Q. Turning to the five that you did assess,dtog please 22 you have particularly looked at in detail Si\R have
23 turn to page 59 of the PDF of your secondrteprhis 23 looked at in detail?
24 is page C.1 in appendix C of your secondrtepo 24 A. Yes, some were depth and some were time.
25 It's page 59 of Dr Longman's second tejiisr 25 Q. So for the five that have been assessedynpptaC.3
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12:13 1 is not applicable? 12:16 1 presentations that these represent tiledéads that
2 A. Well, the -- it ... "not applicable". It ipplicable 2 would be in the licence areas, do they?
3 to the extent that what I'm referencing hersvb-way 3 A. Asfar as I'm aware, they don't.
4 time grids. Yes, there are some depth grtss, 4 Q. And wasn't the point of such presentationdentify
5 there were some depth grids for the five weatooked 5 the initial areas that they wished to drill?
6 at. Yes. 6 A. |think the focus was on the initial area.t Byou
7 But whether it's a lead or a prospecbts n 7 were putting together an investor presentati@n
8 absolutely due to whether there's depth ae.tiitis 8 | would have thought it would be only senstblélag
9 an assessment as to what the validity of that 9 that you have whatever number of additionaspects or
10 interpretation is, how robust it looks. 10 leads that you are assessing at the time.
11 Q. Aswe've mentioned, Mr Atkinson has idertifrehat he 11 Q. But would you agree there would be no pairsigending
12 calls 40 prospects; right? 12 money to identify a further 20 or 30 prospexttil you
13 A. Correct. 13 had someone on board, if that were the pbititese
14 Q. If we can go back to your first expert repplease, 14 presentations?
15 at page 22 of the PDF, and 18 of your hapg,cat 15 A. No, | wouldn't. 1 wouldn't agree with that.
16 paragraph 61 at the bottom. You are sediéngto 16 Q. Soinyour view, Discovery should have spelot of
17 draw a comparison between the number of pobsp 17 time and money identifying every prospedead that
18 identified by Mr Atkinson and those which eeeferred 18 may exist in an area before going to anystor@
19 to in contemporaneous documents prepareddsy,And if 19 A. No, not necessarily. But I think that théapsld have
20 we go over the page we see the table wherdgythat; 20 undertaken enough of an evaluation to be aaatfie in
21 correct? 21 their own mind where to focus their efforts.
22 A. Yes. 22 Q. Butdo you accept that this was not an iftern
23 Q. We've already discussed EGI, so I'm not gmirigok at 23 their part to show everything that might eixishe
24 that for the moment. But this refers toehldferent 24 area?
25 documents, or sets of documents, from AOZDi, 2015, 25 A. Sorry, that this was?
Page 109 Page 111
12:14 1 and 2017 that you have used to compaiesadiae 12:17 1 Q. That these presentations were not intetadsiciow
2 40 prospects identified by Mr Atkinson; cotfec 2 everything that they considered might exishmarea.
3 A Yes. 3 A. Idon'tknow. | can't say what their intemtivas when
4 Q. And the conclusion which | understand yousaeking to 4 they put that together.
5 draw here is that AOG itself never identifiadre than 5 Q. Onthat basis, isn't it inappropriate to $ef this
6 seven leads, or prospects, and therefore Rockf 6 is therefore a comparable figure to the nurober
7 assessment far exceeds that? 7 40 prospects identified by Mr Atkinson?
8 A. Not quite. There are seven leads identiffenle in 8 A. I don't see that that follows. I'm tryingdompare
9 the investor presentation as an example, whésh 9 what was made available in their investor gmegtions
10 tabulated. But | think as you may recalhfrthe 10 or Opcom minutes with what is there now. jUst
11 presentation, | superimposed all the cirtiaswere 11 comparing the two, or the sets of differevalgses.
12 in the investor presentation, which | thiotatled 11. 12 Q. Butisn'titimportant to understand the asi which
13 So | think there were 11 circles, but onlyeseof 13 those numbers have been put forward, to etadet
14 those were documented in the investor pratent 14 whether they are, in fact, comparable?
15 Q. Understood. But the point you're trying takenis that 15 A. Well, as | say, | think that's the only infuation that
16 Rockflow's assessment exceeds that that A fhad 16 there is to compare. | mean, | can't gdéurthan
17 carried out? 17 that.
18 A. Well, Rockflow's assessment identified agamgumber 18 Q. Turning now to look a bit at the exploratiastory
19 of leads than any of the previous assessm¥ets 19 that's taken place in the licence areas. atoept
20 Q. Butare you aware of, at any point in anRigtovery's 20 that there has been drilling activity in dwtual
21 previous presentations, it was purportinggtoout 21 licence areas in the past; correct?
22 a full assessment of how many leads woult éxihe 22 A. ldo.
23 licence areas? 23 Q. And can we please look at page 12 of yowrtep6 in
24 A. No. 24 the PDF, I think.
25 Q. Andin fact they do not say anywhere in their 25 A. First report or second?
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12:19 1 Q. The first report that you've still got ope 12:22 1 What you're trying to achieve is aléastructure

2 A. Sorry, 12, did you say? 2 with reservoir in that is large enough to be

3 Q. 12inyour hard copy, yes, | think. And 1@he PDF. 3 a commercial discovery these days.

4 A. Yes. 4 Q. But with the benefit of the data that has heen

5 Q. And here you set out a table that shows thioeation 5 acquired, as you say, would that not impréxechances

6 history in the licence areas over the 20thuwgn 6 of being able to find where those would be?

7 essentially? 7 A. It should improve the chances, but the qualitthe

8 A. Yes. 8 data is still -- it still makes it difficulbtgive you

9 Q. And many of these would have been drilled with 9 confidence in what is in the subsurface.

10 technology or techniques, and with poorif,alata; 10 Q. I'd like to look now at some of the benchrimagk
11 would you agree? 11 exercises that you have carried out, and/gou’
12 A. The vast majority, yes. 12 mentioned some of these in your presentédidey. But
13 Q. And yet the majority of these wells reported 13 we're going to look at your second repogagpé, at
14 hydrocarbons existing, didn't they? 14 page 10 in the hard copy, and page 17 oR[te
15 A. Well, there were a lot of hydrocarbons regarbut 15 This is a map where you have indicatedifferent
16 that's partly because this is an area whengthing 16 colours the different nappes in the Polisip@thians;
17 is -- the whole petroleum system is one wietehave 17 right?
18 hydrocarbons, but the difference is, havegaiu 18 A. Correct.
19 hydrocarbons trapped in a viable featurezgpotential 19 Q. And then you use this on the next page -gbing to
20 field. And most of these are what appeardzbtshows, 20 come back to the map -- to compare the resalensity.
21 apart from a couple of the historic fieldsttivere 21 Just to confirm, this is oil only at this pbi
22 produced. 22 A. Sorry?
23 Q. But this is despite the fact that they abredd 23 Q. Thisis just oil you're looking at, at thisimt?
24 little data to go on to try and find actuailizere to 24 A. Yes, as | think | mentioned in the preseantatit's
25 put those wells, and the older technologi/irwauld 25 very hard to get -- there isn't data on gagbmarking
Page 113 Page 115
12:20 1 have existed? 12:23 1 within the nappes. So you can only reddlyil

2 A. Yes, | don't know the basis on which all thosgdls 2 benchmarking.

3 were located. 3 Q. And so you've used the map in the table wyrichcan

4 Q. And you will accept that no drilling has takgace 4 see on the next page to compare the amouwiitthét

5 since the acquisition of the data that is awailable, 5 has been found in each nappe in Poland wétlattount

6 and that Discovery has interpreted the 2Dnsejghe 6 of oil that Mr Atkinson estimates may existhe

7 gravity, the MT data? 7 licence areas?

8 A. Yes, the last drilling was 1998. 8 A. Correct.

9 Q. And so all of that data that's been acquiirezesvould 9 Q. And so that calculation is made on the basisytou
10 most likely improve the chances of being éblénd 10 need two inputs: the total amount of oil drelsize of
11 something, or put something in the right efac 11 the relevant area; correct?

12 A. It should improve the ability to put somethin the 12 A. Yes.
13 right place. It won't necessarily improve thance of 13 Q. And so if, for example, you had the same arhoLioil
14 finding something. 14 but across two different sized areas, a tanga
15 Q. Based on the fact that wells which wereeftillvithout 15 would result in a smaller resource densityrect?
16 the benefit of that data had discovered toattmons, 16 A. Yes.
17 isn't it likely that wells drilled with theebefit of 17 Q. So the accuracy of the resource density ledilcn
18 that data would also discover hydrocarbons? 18 depends on how you define the area, doesdt n
19 A. No, that doesn't necessarily follow. Asy,dis 19 A. That's one of the components, yes.
20 area is one where you've got an active geimolsystem, 20 Q. And if I understand correctly, if we taker, &xample,
21 everything is faulted, fractured, broken. ti8ge's 21 the Silesian nappe, because it's just tHestas see
22 a lot of seeps, there's a lot of oil andigas 22 on this map for the moment, as outlined ik pyou
23 fractures and coming to the surface. Scstiadity you 23 have used the entirety of the Silesian napge in
24 would have acquired or would have seen aflshows in 24 your calculation for the resource density?
25 historical wells. 25 A. Yes.
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12:24 1 Q. Now, and you will have seen this in MriAgon's 12:28 1 example, part of the areas where theoats! rthe

2 presentation yesterday, and he mentionedttizisthe 2 result would have been very different.

3 green sort of blobs on the right-hand sidéefmap 3 A. Itwould. So I think | come back to my origin

4 are where the oil is, or where the oil hasitfeand, 4 position, which is to me it seemed most logicdake

5 in that Silesian nappe; correct? 5 the entire area.

6 A. That's where the bulk of the oil that's beaumf lies, 6 Q. Butisn't the result of this that basicallyyzan

7 yes. 7 manipulate this as much as you wish in ordget to

8 Q. Butin fact, there are no green blobs in testern 8 the result that you want to have?

9 half of the nappe at all, are there? 9 A. Ididn't manipulate it to get to the resukth
10 A. There are green blobs that are towards theto 10 | wanted to have. | took the data as | haahich
11 centre. There's no green blobs in the wesbigf. 11 was the available information in Poland, alhocated
12 But there have been wells drilled acrosstka of the 12 it by nappe and came out with an answer.

13 nappes. 13 Q. If we can now please turn to paragraph 13@of first
14 So there's been exploration there, bsuccess. 14 expert report, and that's on PDF page 3®uwf first
15 Q. But you have nonetheless used the entiretyabhappe 15 expert report, page 29 in the hard copy.

16 to determine the resource density, even thoaff of 16 And you make a conclusion here by, again,

17 it, at least, has no oil in it, or has natrfd any 17 a benchmark analysis between the oilfieldstihve
18 oil? 18 been estimated or identified by Mr Atkinsommpared to
19 A. | have, but it doesn't make sense to mestosiay: 19 those which have been found in Poland, aynthsa:

20 okay, well we'll compare it against the sssbd bid. 20 "... the Claimant's expected field sizever
21 Surely you need to compare it against thesaiteat 21 30 times greater than the existing Polistp&thran
22 have been explored within that nappe: (ajflesian 22 fields."
23 nappe is different from the Claimant's liacea, but 23 Correct?
24 (b) how would you know whether the area apoads to 24 A. Yes.
25 the positive half or the negative half of #hea? 25 Q. And again, this is just oilfields we're taliiabout?
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12:26 1 Q. Butthe same is true of the licence aisa's,it? So 12:29 1 A ltis.

2 if you don't know -- if you're comparing thiéeSian 2 Q. And in conducting this exercise you have idetliall

3 nappe where only half of it has oil with tleehce 3 known Polish oilfields; correct?

4 areas, surely the assumption should be: malpe only 4 A. Yes.

5 half of that will have oil. You're simply nobmparing 5 Q. Do you accept that the Polish field datasgtides

6 the same things, are you? 6 many fields which are smaller than Mr Atkin'son

7 A. Sorry, you've lost me. 7 prospects?

8 Q. Well, if you are not going to take just thetam 8 A. Yes.

9 where oil has been found to compare agaiedidbnce 9 Q. And the reason for this is that the data énlitence
10 areas, you said you're taking the whole beeause 10 areas does not allow such small prospedts tnapped;
11 that's where there has been explorationtrenthct 11 isn't that right?

12 that oil has not been found in half of it sige 12 A. Well, I've simply taken the leads that Mr ifson

13 matter. But you're comparing that to the/\senall 13 identified and used them. The data is nigt geod.

14 licence areas, but you're not making anylaimi 14 Would you be able to see tiny fields on tata? No.

15 conclusion that there may not be some dibih of 15 But then again, if and when you drilled tidehds,

16 that. 16 would you end up with that volume, or are {jkely to

17 A. Sorry, | don't quite follow. If you're trygrnto say 17 end up with a smaller volume? We don't know.

18 that | could have chosen one half than therpthen 18 Q. So you don't know whether smaller fields megt in

19 | suppose | could have chosen the negatifaine 19 the licence areas, do you?

20 said: there's no oil there. 20 A. ldon't, no.

21 Q. Well, exactly my point, in the sense that iylwai're 21 Q. Butthis graph assumes a full range of tdl§ién

22 doing is you've tried to show in your talilatt 22 Poland, including very small ones, but themgares

23 Mr Atkinson's estimates far exceed thoskenother 23 them only with those that have been largaigindéo be

24 nappes. But, again, it depends entirelyamyou are 24 mapped in the licence areas?

25 comparing the areas. As you say, if youthken, for 25 A. Well, again, it's comparing the existing dataich
Page 118 Page 120
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1231 1 shows that in Poland there is a significange in 12:33 1 more modern, is, again, not using the idatse
2 field size. 2 correct way to compare to what Mr Atkinsoessimating
3 Q. Soyou accept that the reality is that theigiply 3 as at today?
4 not the data to be able to know what the dagltesize 4 A. No. I don't think that follows. Because whats
5 may be in Slovakia, or similar field size, aadyou're 5 plotted here is what's been produced frorddielt's
6 using a set of data from Poland that is mader than 6 not related to individual well performanceastthart.
7 the set of data that exists for the liceneas® 7 It's field production.
8 A. Well, again, | am, because I'm just usingdata that 8 Q. Can we please turn now to your second --
9 is available. 9 MR DRYMER: Pardon me, but on that point, wouldie'id
10 Q. Butyou're not comparing the same represemtsamples 10 production change as a result of modern tgabs as
11 then, are you? 11 well?
12 A. Well, am. I'musing, as | say, what isitalze. 12 A. Well, not necessarily, no, just the numbewefls that

=
w

13 Q. Butwhat is available isn't necessarily repnéative
14 of what actually exists?

15 A. Well, no, but you're never going to know thatil
16 you've explored. So you've got to use whtd s

17 available to you.

18 Q. But the data that you've had available frataf is
19 data that's been accumulated over 150 y&arshat's
20 a much larger sample to compare againsivjust

you might need to produce the field.

MR DRYMER: | see.

A. If the field size is, let's say, a millionrbels --

MR DRYMER: Got it.

A. Then if you have got old wells producing dmalumes
there's only a million barrels to produce.

MR DRYMER: | see.

A. If you did modern ones then you would be abldo it

N PR R R R R
O ©m~N o UM

21 Mr Atkinson has done. 21 with less wells. But you're not going to g the
22 A. Well, itis. But, as | say, I'm not surd'm not 22 size of the field.
23 sure where -- what you can do. | mean, ifnply 23 MR DRYMER: Not for another few million years,rhaps.

N
N

24 plotting up the historical data from Poland.
25 Q. And I'm not saying that there is more dasa you

A. Well, maybe.
MR DRYMER: Maybe. But production from a fielflagiven

N
[4)]

Page 121 Page 123

12:32 1 could have. But my point is that if yantl have 12:35 1 size wouldn't increase?
2 similar data, again, you're not making a caispa with 2 A ltcould, yes.
3 similar things, are you? 3 MR DRYMER: Yes.
4 A. Well, | don't think | agree. 4 A. But the production rate, but not the totalwoé.
5 Q. Wouldn't a more appropriate comparison [haenpto 5 MR DRYMER: That's what | mean, forgive me. Yes.
6 have compared fields that were of the saneetbat 6 THE PRESIDENT: So it would take longer to extraltof
7 Mr Atkinson had been able to identify, andlede the 7 the oil from the field; yes?
8 smaller ones that have not been able to beedap 8 A. Historically, yes.
9 Slovakia? 9 MR NEWING: Thank you.
10 A. Well, no, | don't think so, because then mou’ 10 If we could turn now to your second répalease,
11 arbitrarily selecting part of the data thavailable. 11 at page 16 in the PDF and 23 in your harg,cop
12 Q. Butaren't you arbitrarily making this conipan anyway 12 I think -- no, the other way around. 23he PDF and
13 by including data from one set that simplgsiot exist 13 16 in your hard copy. Sorry.
14 in another set? 14 A. Yes.
15 A. Notin my opinion, no. 15 Q. And this is a chart which I think you shoveggin in
16 Q. As | mentioned, the vast majority of the &tolivells 16 your presentation earlier --
17 are historical and date back over 150 yeldat.all of 17 A. Idid.
18 them that long, but over a span of 150 yeArsl so 18 Q. -- which you say represents a comparisondmatihe
19 the production of those wells would not beparable to 19 average amount of oil recovered by well eanRolish
20 what could be achieved today; would you &ree 20 nappes we've been looking at, and those peddoy
21 A. I'would expect that you would get some imgment using 21 Rockflow.
22 modern technology, yes. 22 A. Yes.
23 Q. And so, again, taking this Polish data, withaking 23 Q. And you acknowledge in paragraph 66 than@ldgy, as
24 into account how old some of these wells haye been, 24 you've just mentioned, would have improved we
25 or that production may have been improveidey were 25 performances, and in fact you assume thet thay have
Page 122 Page 124
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12:36 1 been a four-fold technology driven improest? 12:39 1 information to know whether the amountgehzome from
2 MR DRYMER: That's what | was looking for, thanéuy 2 those deeper parts or from the shallower parts
3 A ldo. 3 A. Well, there's no production from the deeper
4 MR NEWING: But even with that you say your viessthat 4 stratigraphy. So any production -- as I'ietltto
5 Rockflow's assumption are still inflated byt@®0 5 explain, if you drill a well through the Silas nappe
6 times? 6 and you've got the deeper section in whiciTthés, if
7 A. Yes. 7 that well's produced any oil, then it's prastiout of
8 Q. And the data that you have used for this coispais 8 the Silesian nappe section. There's nofaras
9 contained in a very large spreadsheet whiaif d 9 I'm aware, there's no production from the deep
10 worry, I'm not going to ask you to bring bpt which 10 stratigraphy.
11 is at CDL-14 for the Tribunal's purpose? 11 Q. Andis that information that you've gainezhirthat
12 A. Yes. 12 dataset about the wells in Poland, or is that
13 Q. And contains a list of over 4,000 wells thate been 13 information that you are assuming?
14 drilled in Poland since 1850; correct? 14 A. The dataset on wells doesn't, | don't thigmtify
15 A. Yes. 15 which the producing horizons are. But, s&yi, as far
16 Q. And you've used the data from all of thoskswte 16 as I'm aware, there's no indication of deppmatuction
17 perform this comparison, haven't you? 17 in Poland from the section below the Silesiappe.
18 A. I've used the data from, yes, the set ofsnbkt 18 Q. Dr Moy made clear in his presentation thisnimg that
19 reflected the oilfields, yes. 19 | think he said around 87% of the oil weltlatthave
20 Q. You will have seen from Dr Moy's presentatius 20 been drilled were from before 1946. Do yeeall that?
21 morning that in his view many of the wellghat data 21 A. I do recall that.
22 would be inappropriate to use, as they rétate 22 Q. And that they were virtually all shallowerlis@
23 stratigraphic intervals which are too deepe@resent 23 A. The majority were shallow wells, yes.
24 in the Slovakian licence areas; do you rensgrhion 24 Q. Yes, 96% or something, | think he said. Aad
25 explaining that? 25 explained in his presentation that when poit bt the
Page 125 Page 127
12:37 1 A. ldo. | do remember him saying that. 12:40 1 amount of oil recovered in those pre-1€#8lower
2 Q. Do you accept that those would be inapprapt@mtise 2 wells, the average production in fact comesabu
3 as a comparison? 3 something as 73,000 barrels per well, muchdrithan
4 A. No, | don't, because | think the mistake theithat 4 the averages that you have included in ydieta
5 underneath the Silesian nappe you do haveldee 5 A. Butl think that's partly a function of thecfahat he
6 stratigraphy, and | think the reference to the 6 has removed a lot of the wells from his corigpar.
7 stratigraphy in the well database is wherentbie 7 I think it's worth noting that even in the iBlant's
8 TD'd. So ifit drills all the way through tiS#esian 8 documentation, they have a list of wells imeaf
9 nappe, it then TDs in older formation. Soh'tthink 9 their analogue fields that they've put in, tad list
10 that the removal of those simply because Weg a TD 10 of wells totals somewhere near 3,700 weig.| think
11 in an older formation negates the use ofethels, 11 reducing the number down to the number thafl@y was
12 because they've drilled through all the shadr 12 reporting, there seems to be a mismatch sberew
13 formations in the Silesian nappe. 13 Q. Would you accept, though, that if most ofgiheduction
14 Q. But do you accept that the deeper you gariseter 14 has come from shallower wells, even in yatger
15 the production may be? 15 dataset -- | think that's what you wererigline just
16 A. Not -- 16 now, because the production is still comiogifthe top
17 Q. The greater the pressure? 17 part -- that this should be compared to ltiadi@ver
18 A. Not necessarily. Yes, the deeper you gohitjeer the 18 wells' production that is being proposedHzy t
19 pressure. But equally you may have, theefegm go, 19 Claimant's experts?
20 the reservoir will deteriorate, and so yogjue 20 A. You can compare against the shallower asagete
21 a balance between higher pressure and pesewoir 21 deeper. The figure in this chart is actudiéy
22 parameters often. 22 average of all three levels. The threeatil§ in the
23 Q. Butthe data that you've used, which includese 23 Claimant's model are at different depthsth&o
24 wells which go far deeper than would exighim 24 figure of 400 is an average. The range witfat
25 Slovakian licence areas, do not actually goethe 25 model is from about 200-700.
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12:42 1 Q. |think Dr Moy explained in his preserdatearlier,

Page 130

12:46 1 chance of success; it's one of the pthatsyou

2 and it's in his second report at table 3-a, tie 2 summarise from the RPS report.

3 recovery estimated for wells that were atstialower 3 A. Yes.

4 depths is from 143 to 220,000 barrels. 4 Q. And this RPS report was issued in May 201&gct?

5 A. And that equates to the -- broadly to therfigof 200 5 A. 2012, | don't remember whether it was May, Itilut

6 | just gave. 6 accept it was May. Definitely 2012.

7 Q. Yes. But that's half of the 400 figure that'ye 7 Q. And so this was before the processing andpirgtation

8 assumed in this chart. 8 of the seismic data had been completed byolésy;

9 A. Atthelow end, yes. But 700 is much bigger. 9 correct?

10 Q. But if we were only comparing the shallowetlsy on 10 A. Yes.
11 the basis that in Poland most of the oilbdeen 11 Q. And before the MT data had even been acquétdlone
12 recovered from shallower wells. 12 processed and interpreted?
13 A. Yes, if you want to go down that route. BQO is 13 A. Yes.
14 still significantly more than the analysiséhe 14 Q. And even before the EGI study as well?
15 Q. Yes. But assuming your four-fold production 15 A. Yes.
16 four-fold improvement, sorry, in productiérsuddenly 16 Q. And yet RPS identified four prospects onlthasis of
17 becomes a lot less than you've suggested. 17 the data that they had available to thenfthen
18 A. Sorry, it becomes a lot less? 18 A. They did, although as you can see in therigitiamn
19 Q. The increase, or the difference in the amatiith 19 below the table in the paragraphs, they Wweawily
20 Rockflow have estimated, which you have ssiggk when 20 caveating what they had identified.
21 it's 400, after taking into account a foudfo 21 Q. Butthey did actually identify four prospects
22 technology-driven improvement, is inflatedli@y20 22 A. They carried four prospects in that repagt.y
23 times, would be at least half that? 23 Q. And two of the prospects are in the Smilmaar
24 A. Well, it depends which nappe data you arim¢ak 24 correct?
25 I mean, if you took the whole of the Polamdrage, 25 A. They are.
Page 129 Page 131
12:44 1 we've got 20 there. But again, the histbdata from 12:47 1 Q. And one of those would equate to the thiell Discovery

2 the Dukla and the Magura gives you a figurg, af you 2 was planning to drill?

3 average that. 3 A. Probably, yes.

4 So, yes, the difference would be lesstfer 4 Q. And the other, I think, equates to Mr Atkin'sdaM04

5 shallow wells. 5 well?

6 Q. So, again -- once again, in conducting ahee 6 A. lIdon'tknow. | haven't compared those.

7 exercises, and I'm not suggesting you have thos, 7 Q. I'mgoing to put it to you that that's whagtlequate

8 but ultimately, depending on how you lookhat tlata 8 to.

9 and which bits of the data you want to usé,chiange 9 Both of those, the Smilno well, the DisegvSmilno
10 the result that you're looking at? 10 well, which is Mr Atkinson's BM01, and Mr Atison's
11 A. Well, I think that's always the case. | meanare 11 BMO04, are wells that, again, are two of tiree that
12 looking at the data and taking all the daga we've 12 you have discounted as not being prospects?

13 got and presenting it, and other peopletealié the 13 A. Correct.

14 data and present it differently, as has been 14 Q. And so here we have a second independent,refnich
15 demonstrated this morning. 15 has identified that those would be prosptbetisyou

16 Q. I'm going to look now at one of the documeémas we 16 disagree with?

17 discussed with Mr Atkinson yesterday, whicthie 17 A. | do, but when you -- as | say, if you relagl whole of
18 RPS CPR report. This is referenced by ygwur 18 that report, they do make comment abouteted bf

19 second expert report at PDF page 12, anchaite 19 data that they have available. But yes, #ney

20 page 5. Do you see that? 20 carried in that document.

21 A. Yes. 21 Q. Solooking at the geological chance of si;@ewl the
22 Q. And if you go over the page, in fact, youehassummary 22 table, and it's the right-hand column in thlse,

23 table that you have put together. 23 where you've set out the figures from the RIpSrt.

24 A. Yes. 24 A, | have.

25 Q. Which you say summarises in particular thwaggcal 25 Q. You say that based on this, the range céclly RPS
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12:49 1 is between 6% and 12% with an averag&«f 9 12:52 1 Q. Okay. I'll come back to that in a moment.
2 A ldo. 2 So what they are saying this is here,16jss

3 Q. And you say that that supports your calcufetib7.5%, 3 the chance that at least one of the threeva@sein
4 compared to Mr Atkinson's 20.6%7? 4 that prospect will be successful; do you agrige

5 A. Yes. |view that as being more comparablé wiy 5 that?

6 analysis than Mr Atkinson's, yes. 6 A. Yes, that's an analysis, on the basis thatywe one
7 Q. Just as a first point, your calculation of G2OS is 7 success.

8 a calculation of the GCOS from just the ttgae 8 Q. Yes. And it's higher because the chancettiriidnione
9 9

prospects that you have assessed, isn't it? out of those three is higher than hitting ez of

10 A. Sorry, my calc -- 10 them individually?

11 Q. Your own GCOS calculation of 7.5% comes fyaur 11 A. Yes, that's what the analysis is designesihtov, yes.

12 assessment of the three gas prospects the fife 12 Q. And if we turn over the page, at the tabl¢hemnext

13 that have been assessed; correct? 13 page at the top, we see the same for theviZBor

14 A. Oh, what, you mean because | took two out? 14 prospect, we see the title there; yes?

15 Q. Yes. 15 A. Yes.

16 A. Yes. 16 Q. And this one has five individual reservainsd then

17 Q. And soit's not a calculation of the GCOfhe-average 17 they've allocated a total of at least oneesg of

18 GCOS for all gas prospects in the licencasgrenly 18 30%.

19 those that you have looked at. 19 A. Yes.

20 A. Yes. I've only calculated a GCOS for theltethat we 20 Q. And so again | put it to you that the 30%&chance

21 looked at in detail. 21 of success that they've identified for therdb B

22 Q. And so your 7.5% GCOS is also not a calautati the 22 prospect.

23 GCOS of these particular Smilno prospectsRFS has 23 A. Well, these two prospects have got stackiéereint

24 looked at here, let alone the Zborov onegpas 24 reservoirs in them. So there's separateviese

25 discounted both of those Smilno ones? 25 within the same prospect that they've pwe.h&o each
Page 133 Page 135

12:50 1 A. Well, they're different GCOS calculatidosdifferent 12:54 1 individual opportunity has a GCOS cal®adatThey've
2 prospects, effectively, or different leads, tay 2 then done a statistical analysis to look @ifitfipact
3 they've been evaluated. They may be in thesa 3 of drilling and finding one of those five, atrleast
4 geographic location. But, yes, | calculateel GCOS 4 one of those five reservoirs.
5 for the three that | evaluated. RPS haveulzted 5 Q. Yes, sothis is the chance of success ofriina
6 chance of success for the four that theyemarri 6 least something, at least one of those reissrio
7 Q. Can we please turn to CDL-008, which is th& Réport. 7 this prospect?
8 And if we can go, please -- you will see there 8 A. ltis.
9 it's May 2012, just to confirm the May date. 9 Q. So for the purpose of the prospect as a wiiiteis
10 If we can go, please, to PDF page 91d iAthe 10 their chance of success of finding at leastaf those
11 table at the bottom, you will see this isghmmary in 11 reservoirs?
12 that report for the Zborov A prospect; cdffec 12 A. That's the way they've assessed it, yes.
13 A ltis, yes. 13 Q. And if you scroll down to the second tabta) gan see
14 Q. And it shows that within that prospect tremethree 14 that they summarise this by the four prospect
15 individual reservoirs for which they haveigised 15 Smilno A, Smilno B, Zborov A, Zborov B, arrektfigures
16 separate geological chance of success.slthiry say 16 they use -- Smilno is not challenged herethmu
17 GPOS rather than GCOS, but it's the samg?hin 17 figures they use are the 16% and 30% figai@gpu see
18 A. ltis, yes. 18 that?
19 Q. And those three numbers, the 8, 6, 6, arertbs that 19 A. ldo.
20 you have reproduced in your table? 20 Q. And yet you have not referenced those figated in
21 A. Correct. 21 your table, have you?
22 Q. Butwhat this table also then shows is thatdtal 22 A. I haven', because there's a reason behandrxhich
23 GCOS for the prospect is 16%; do you se€ that 23 is that these, as | say, they're looking ahat I've
24 A. |see the number of 16. | disagree with yanalysis 24 put here is the chance of success for edolidoal
25 that that's the GCOS for the total prospect. 25 reservoir within the prospect. And that im@re
Page 134 Page 136
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12555 1 direct comparison with what I'm lookingraassessing 12:58 1 Q. You say at paragraph 33 on the next pae t
2 the GCOS for the leads identified. 2 "The scope of the evaluation was .10'...
3 The leads identified by Mr Atkinson are aseries 3 determine the prospective resources in thecomumitted
4 of separate stacked reservoir. Each leadries 4 wells in the Ol'ka and Stromy areas."
5 target. 5 So they were only looking at those twolsvehd did
6 Q. But Mr Atkinson explained yesterday in higitasny 6 not undertake an evaluation of the rest ofitemce
7 that they deliberately did not try to identify 7 areas, did they?
8 individual reservoirs, but that doesn't méwat they 8 A. They looked at the area around those two wells
9 are not -- that they may not be stacked ressrv 9 Q. Butnot the entirety of the licence areas?
10 They simply chose a more simple approachydbaecall 10 A. No.
11 him saying that? 11 Q. And you also note in that paragraph thabalgh they
12 A. These are -- | don't recall him saying that,these 12 had 12 seismic lines available, they onlgrimteted
13 are individual separate targets within ommspect in 13 five of them.
14 the RPS. 14 A. | think that was a reference they made, yes.
15 Q. But RPS itself has determined, as you cafreeethis 15 Q. Would you agree that that's a very limitesidan
16 second table, that the chance of succesisefor 16 which to perform an analysis?
17 prospect as a whole is 16% and 30%, yet yakemo 17 A. Well, it depends what you mean by the analy#i
18 reference to those in your report at allt thrat 18 those five lines cover the area that theyewbarged
19 misleading? 19 with reviewing, then fine. If the rest oétlines
20 A. Not as far as I'm concerned, no. Becausesas 20 were outside the area they were chargedi@olting at,
21 I've quoted the GCOS that RPS put forwardHer 21 you know.
22 individual target within the prospect. 22 Q. Well, you yourself seemed to note that they 12
23 Q. Would you agree with me -- | appreciate yoo'tthave 23 seismic lines available to them.
24 a calculator with you, but would you agrethwe that 24 A. Well, I think that's stated in the report.
25 to work out the average of the GCOS withpttuspects 25 Q. And in the report it doesn't appear that t@ysidered
Page 137 Page 139
12:57 as set out in this table, you would a@dftlur numbers 12:59 the surface geology, does it?

1 1
2 and divide by 4: 12 plus 12 plus 16 plus 3@, divide 2 A. | don't remember.

3 by 47 3 Q. Butwould you agree that this is a very prilary

4 A. If you were taking those numbers. 4 assessment of a limited area of the licerneas&r

5 Q. Yes? 5 A. Well, I don't know about the word "preliminaryit's
6 A. Youwould. But as I've said, | haven't takieose 6 a specific focus that they have been charged yes.
7 numbers. 7 Q. And they did not specifically undertake assesg of
8 Q. And that average -- you may be mathematicaiihded to 8 the geological chance of success or chance of

9 9

doit, but I'll put it to you that that aveeagomes development because -- and you set this out at

10 out at 17.5%. That is in fact much closer to 10 paragraph 35 -- they were not yet considter e
11 Mr Atkinson's GCOS of 20.6% than to your 7,584't it? 11 prospects; correct?
12 A. If you do that analysis, you get that comgaami But, 12 A. Yes.
13 as | say, | don't agree with that analysis. 13 Q. But all this means at the time is that thesspnally
14 Q. Inrespect of oil, the other document that seek to 14 did not consider that there was sufficiena daat
15 rely on is a draft 51-101 report, which Sanadian 15 those who might want to drill here would ddasthem
16 regulatory filing that governs the disclosofeil and 16 prospects.
17 gas activities for security purposes; cofrect 17 A. Sorry?
18 A. Yes. 18 Q. All that means is that they do not consiblent to have
19 Q. And you deal with this in your second reort 19 had sufficient data that would enable thewotwsider
20 paragraph 32, which is on PDF page 14, artidupy 20 that someone who wanted to drill there waoldsider it
21 page 17. And following; it goes on from ther 21 a prospect?
22 And the draft document was prepared %20 22 A. Sorry, I'm still not quite sure where you'rd mean,
23 correct? | think you say that somewhereanl pull it 23 they simply state that they don't have thell® --
24 up. It's the footnote at the end. 24 in their opinion, to calculate a chance aicess.
25 A. Yes, December '14. 25 (Pause).
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13:01 1 MR NEWING: Sorry, one moment. (Pause). 13:05 1 Does that -- you obviously assumedhgake that

2 No further questions. 2 into account in your work. Phrasing it thigywdoes

3 THE PRESIDENT: Thank you. 3 it change in any way your conclusions her¢giims of

4 Any questions in re-direct? 4 prospectivity?

5 MR PILAWA: | have no questions on re-direct, 5 A. No, because | think regardless of whethedtheloper

6 Madam President. 6 or the explorer is willing to take the riskuye

7 THE PRESIDENT: Do my colleagues have questions fo 7 still got to have a view of what might be ther

8 Mr Longman? 8 MR DRYMER: Yes.

9 (1.02 pm) 9 A. So what the individual company might do | daimink
10 Questions from THE TRIBUNAL 10 changes your view of what you would assegéitie
11 MR DRYMER: Doctor, thank you for your evidenogs with 11 there in the first place.

12 your friends, Messrs Atkinson, Moy and Howéiaklieve 12 MR DRYMER: | understand. | understand. Alrightt's
13 | understand the details of your analysis, bu 13 good. Thank you very much.
14 | sometimes like to zoom out and ask a moneeptual 14 THE PRESIDENT: | have no further questions, bngman. So
15 guestion, to be sure | don't miss the fdeedhe 15 that concludes your examination.
16 trees. 16 DR LONGMAN: Thank you.
17 Could you elaborate briefly on the notioat 17 THE PRESIDENT: Thank you very much.
18 prospectivity is in part a function of a deper's 18 So this is a good time for a lunch bre@kould we
19 willingness to drill? Did | understand thapect of 19 resume at 2.15?
20 your evidence, of your testimony earlier ectly? Or 20 Let me ask, how much time do you envisagthe
21 no? 21 next cross?
22 A. That's an interesting question. 22 MR NEWING: Probably a similar amount of timém hot
23 MR DRYMER: Well, I'm not trying to put words yrour mouth. 23 entirely sure how much time | took then. Buatbably
24 A. No, no. Inthe ideal world, | think you waathave, 24 similar, no more than an hour and a haliuie
25 obviously, as much comfort as you can get on 25 imagine.
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13.03 1 understanding what you're targeting. yButve got to 13:07 1 THE PRESIDENT: An hour and a half.

2 work with the information that is availableda 2 MR NEWING: Infact, | was a lot less than | thotgwas,
3 | suppose it comes down to a perception kfinghe 3 but certainly no more than an hour and a half.

4 end as to what individual companies are gtorgge as 4 THE PRESIDENT: | think then we have plenty ofeithis
5 being an appropriate opportunity to follow. 5 afternoon. We need to have ...

6 MR DRYMER: That sounds, in a very, very grossssen 6 So we'll resume at 2.15.

7 subjective. Is that the case? And doesattait 7 MR NEWING: Thank you.

8 both ways? 8 MR PILAWA: See you then.

9 A. Yes, exploration is a risk and reward game.tHére's 9 (1.07 pm)

10 always going to be an element of objectiviiythe 10 (Adjourned until 2.15 pm)
11 extent that you can have that, and subjégtid the 11 (2.18 pm)
12 extent that you're going to make a decisi@ome 12 THE PRESIDENT: Fine, we're ready to start.
13 stage. 13 You are both ready? Good.
14 MR DRYMER: But even if two individuals, compasjsvhatever 14 DR TIAGO DUARTE-SILVA (called)
15 it may be, agree on all of the objective raegtse and 15 MR RICHARD ACKLAM (called)
16 verifiable data, so to speak, there stilllthige 16 THE PRESIDENT: Sir, you are Tiago Duarte-Silva?
17 a difference in their perception of risk aadard? 17 DR DUARTE-SILVA: That's right.
18 A. Absolutely. Absolutely. 18 THE PRESIDENT: And you are Richard Acklam?
19 MR DRYMER: Yes, and -- well, | guess it's notamerly 19 MR ACKLAM: That is correct.
20 controversial proposition, then, that whethsite is 20 THE PRESIDENT: You are both from Charles Rivesdéciates.
21 called prospective or not may come downrtgphi the 21 MR ACKLAM: That's correct.
22 willingness of the developer to take the daskot? 22 THE PRESIDENT: You have submitted two experoregp
23 A. Yes. 23 31 March 2023 and 14 December 2023.
24 MR DRYMER: Right. Okay. | thought -- | just nid to be 24 DR DUARTE-SILVA: Yes.
25 sure | understood that. 25 MR ACKLAM: Correct.
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14:20 1 THE PRESIDENT: You will be heard as expetnesses. As 14:22 1 them to an appendix to this slide show.
2 expert witnesses you have a duty to makernséatts in 2 (Slide 1) So what we will talk about todayn the
3 accordance with your sincere belief. Canplease, 3 market approach we will show that if it is d®n past
4 one after the other, read the expert dectarati 4 transactions, you will reach a but-for fairrket value
5 MR ACKLAM: | solemnly declare upon my honour acehscience 5 below $2 million. We will also show that bdsm
6 that my statement will be in accordance withsincere 6 companies that were deemed comparable byl#imat
7 belief. 7 itself, that fair market value is below $1.illion.
8 DR DUARTE-SILVA: | solemnly declare upon my homand 8 We will then show that the Claimant's sookt
9 conscience that my statement will be in acmcd with 9 claim is unreliable; the lost opportunity atais
10 my sincere belief. 10 unsubstantiated, and then we will provide mamts on
11 THE PRESIDENT: Before you start with the preagah, when 11 the appropriate rate of interest from an enoo
12 you get questions, will one of you take teedland 12 standpoint.
13 either answer or delegate to the other? iane 13 Now I'll turn to my colleague.
14 clearly allocated portions of the reports t@to the 14 MR ACKLAM: So when it first invested in the peajt, the
15 one or the other, or how are you organised? 15 Claimant granted an overriding royalty of8.6f
16 DR DUARTE-SILVA: The report is the joint opiniaf both of 16 revenues from the licences to San Leond€3) That
17 us. When we get a question, what we caissaye of 17 was in March 2014. San Leon then sold thROR
18 us will answer, not two of us will answer. 18 in January 2015 for £120,000, and that cpmeds to
19 | can make that judgment, if that's okith the 19 $5.15 million for 100% of the revenues frdrma t
20 Tribunal. 20 licences, or $1.29 million for the Claimastsre.
21 THE PRESIDENT: Good. The idea is simply thas itot one 21 Now, it's necessary to move these nunfbarsthe
22 who starts and the other then who correctshatever. 22 transaction date of January 2015 to botlexkente and
23 DR DUARTE-SILVA: Of course. 23 ex-post valuation dates. To do this we tised
24 THE PRESIDENT: One person per question, andaibaecide 24 FTSE 350 Oil & Gas stock price index, whiebults in
25 how to allocate. 25 but-for fair market values of $1.82 millionda
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14:21 1 DR DUARTE-SILVA: Yes. 14:24 1 $1.66 million respectively.
2 THE PRESIDENT: Good. Fine. So you may stars.y8u 2 Now, this royalty is based on revenuey,sd
3 know, you have 15 minutes. 3 therefore the values are biased upwards cauiparthe
4 DR DUARTE-SILVA: Yes, good afternoon to all membef the 4 true fair market value, which is affected bgts,
5 Tribunal. 5 taxes and other deductions which do not coroeplay
6 Before we start we just need to make tery minor 6 in the royalty.
7 corrections in our second report. Specificall 7 This transaction --
8 footnote 53 should have cited to a differesgunent. 8 DR DUARTE-SILVA: We're having trouble flipping étslides,
9 It should have cited to CRA-63, page 64. 9 | am sorry.
10 THE PRESIDENT: That's your second report? 10 MR ACKLAM: Could we go to the next slide, pledSéide 3).
11 DR DUARTE-SILVA: That's right. 11 This transaction is representative ofketaralue.
12 THE PRESIDENT: Thank you. 12 The seller was not compelled to sell theltgya he
13 DR DUARTE-SILVA: Which is San Leon's 2015 annkegort. 13 stream of revenues could, for example, haea b
14 Also, footnote 103 should read 14 converted into financing collateralised byst
15 1,577,000,000 barrels. I'll repeat that. 15 revenues. It was not part of a fire salen [Seon
16 1,577,000,000 barrels of prospective ressurtrestead 16 does not appear to have been in a "dirediabn
17 of the 1,414,000,000 barrels of prospectgources. 17 situation”. It had alternative sources oiding
18 So we will now start, if that's alright? 18 available to it at the time of the ORR salé Bwas
19 THE PRESIDENT: Yes please. 19 paying its directors significant amounts dés
20 (2.22 pm) 20 period. And we saw some new arguments raiged
21 Presentation by DR DUARTE-SILVA and MR ACKM 21 Mr Howard today, and in our opinion thoseiavalid
22 DR DUARTE-SILVA: So at the Tribunal's instructiove have 22 and contradicted by other evidence available.
23 focused our slides on the market approactirensunk 23 Furthermore, the seller was well inforrabdut the
24 costs approach. However, because we haatiglre 24 sale. San Leon was better positioned thaostlany
25 prepared slides on the income approach, weaved 25 other buyer to know the ORR's true valueggits
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14:25 1 historic ownership of the project. Andh&aon would 14:28 1 0.6 cents.
2 not have left such a significant amount of eyoan the 2 (Slide 7) The result of this is that the market
3 table when it sold the ORR for £120,000. 3 value of the Claimant's share of the liceratdbe
4 Just to compare, Mr Howard's discountesth aw 4 ex-ante valuation date is $40,000. HoweveiXA
5 model implies that these revenues were wdithriillion 5 Energy's enterprise value, that 8 million|udes the
6 in undiscounted terms. 6 value of both contingent and prospective nesm,)
7 (Slide 4) There was also an attemptedsaation 7 because ADX Energy had both contingent ansiyective
8 that is consistent with the fair market vahaplied by 8 at that time, whereas the project only hadpeotive
9 this ORR transaction, and that is the agreeimeAkard 9 resources.
10 to provide $3.7 million of funding to the @hant 10 Generally, contingent resources are datoere, or
11 in October 2015. Now, if the Akard agreented been 11 higher per barrel than prospective resources.
12 for purchasing 50% of the proceeds of thén@at's 12 Therefore, this value is biased high relativéne
13 share in the licences, that would mean arfaiket 13 project.
14 value of 3.7 million for the Claimant's 25%@&ase. And, 14 We also note the calculation by Mr Howaird
15 again, moving this fair market value from the 15 36 million at the ex-ante valuation dateisTses
16 transaction date to the ex-ante and ex-@bsation 16 a metric of EV per 2P reserves, despiteabethat
17 dates, using the same index as with the @E&Rlts in 17 the project did not have reserves at thenex-a
18 but-for fair market values of $5.7 milliondan 18 valuation date.
19 $5.2 million respectively. 19 Furthermore, Mr Howard used a weightestaye of EV
20 However, in fact, Akard actually purcléseore than 20 per 2P ratios across the comparable compaittiesugh
21 50% of the proceeds of the Claimant's shiafeeo 21 he described it in his report as a notidnal df best
22 licences for that $3.7 million. So initialkard 22 fit. The value that he calculated for thasw4.375
23 would have received 80% of the proceeds iititid 23 per barrel, and he then multiplied this l®yriserves
24 been paid four times its initial investmemhat would 24 which Mr Howard considered the project toenawvthe
25 have then switched to Akard receiving 65%hef 25 ex-ante valuation date to reach the $36anilli
Page 149 Page 151
14:27 1 proceeds until it had received five tirnte®riginal 14:30 1 valuation.
2 investment, before finally reverting to a B#hare 2 (Slide 8) On an ex-post perspective, vadyard the
3 between Akard and the Claimant. 3 same eight companies deemed comparable IGldfreant,
4 As a result, Akard had purchased more 5384 of 4 with two adjustments. We removed Cub Energdpch by
5 the proceeds, and therefore the project ifwess 5 the ex-post date had sold all of its oil aad gssets,
6 than the ex-ante and ex-post fair market galue 6 and as with Mr Howard, we also removed JKX.
7 indicated on this slide. 7 At the ex-post date all the remainingcgimparable
8 (Slide 5) So I've spoken there about vathtied 8 companies all had 2P reserves; therefore ex-@ost
9 by historic transactions. I'll now speaktéelibit 9 analysis we use the ratio of enterprise via2P
10 about fair market value implied by comparaispanies. 10 reserves, as opposed to resources. Anch, agiig
11 (Slide 6) So in the market approach vesirie 11 Mr Howard's approach of calculating a weidlzteerage
12 select firstly comparable companies, and éhewetric 12 of EV to 2P, this results in a value for thosserves
13 by which to compare them. We note that thgept did 13 of $1.44 per barrel.
14 not have reserves at the ex-ante valuatitm daly 14 Now, the result of this, if the Claiméaid
15 prospective resources. The Claimant itself$elected 15 reserves in the but-for, ex-post scenariajldvbe
16 eight companies which it deemed to be corbpata 16 a valuation of $11.9 million, so that's that4 per
17 Discovery; however, at the ex-ante valuatiaie, only 17 barrel, multiplied by Mr Howard's estimatiafithe
18 ADX Energy of these eight did not have arsgrees. 18 Claimant's reserves at the ex-post date. eMery
19 Therefore, we use ADX Energy on an ex-anséstia 19 according to Dr Longman, the project wouldehanly had
20 imply a valuation for the Claimant's shar¢hef 20 prospective resources at the ex-post vatudite and
21 licences. 21 not reserves, and generally, petroleum etrafua
22 The metric we use is the ratio of enteepvalue 22 engineers value undeveloped prospective resoat
23 to estimated resources, and based on ADXg¥ser 23 5-10% of reserves.
24 enterprise value and expected resources aktante 24 Therefore, if a project only had prospect
25 valuation date, each barrel of those reseusogorth 25 resources at the but-for, ex-post valuataie,dhat
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14:31 1 implies a fair market value of betweendh8 1434 1 value, 53 million.
2 $1.1 million. 2 But, until the start of this hearing weravanaware
3 I'll now pass back to my colleague. 3 of why 40%, so we didn't respond to it. WH8R0o was
4 DR DUARTE-SILVA: Thank you. 4 shown, there was no explanation of why 40% |&srned
5 (Slide 10) So we have seen two ways tk &ddhe 5 that elsewhere in the Memorial, the Claiméetto
6 market approach on an ex-ante and ex-pos, zasli if 6 Sapphire v NIOC, and we learned on the fastaf the
7 you look at the globality of them we are tatkat 7 hearing that the argument for 40% is 2 o& wfillion
8 under $2 million of but-for fair market value. 8 in claimed lost profits. 2 out of 5, that394.
9 I will now talk about the sunk cost claiwwhich is 9 There's no explanation in the award oftwinase
10 the next slide (11). 10 lost profits represent or how much they vedready
11 Generally we can say that sunk costsaira good 11 reduced by uncertainty. Were they as redbged
12 measure of the project's fair market valod,@ne 12 uncertainty, more reduced by uncertainty than
13 clear example of this is that the owner efpitoject 13 Mr Howard's DCF model? It's impossible town
14 before San Leon had invested $7.6 millioa the 14 But we see, for example, and I'm notreathis is
15 project by January 2013, and then San Leldrtsdhe 15 the right way to do it, but we see, for exEnthat
16 Claimant for just €153,000. So just invegtapital 16 the same award talks about receiving a netie of
17 doesn't mean necessarily that it is worthast that 17 $46 million if everything goes as well asgibke. In
18 capital. 18 that case, 2 million would be 4% of 46 millicAnd
19 In any case, let's examine what the Glatta sunk 19 again, just as an illustration: if you weseapply 4%
20 cost claim is, and it is the sum of thesedtamounts: 20 to 133 million, you will get $5 million.
21 the amount paid to acquire Aurelian Oil & Gdsvakia 21 (Slide 14) Finally, the Claimant's argatfer its
22 for €153,000; the amount paid to buy the GiRFanuary 22 rate of interest on damages lacks economic
23 2015 of £120,000; and the bulk of it, AO@ishis 23 substantiation. The Claimant argues forésteat
24 case Alpine, Alpine's share of the exploratio 24 LIBOR plus 4% (Slide 15) arguing that's thpraximate
25 expenditures incurred on the project betv2gdd and 25 borrowing costs which Discovery would have t@ahave
Page 153 Page 155
14:33 1 2020. 14:36 1 pay. But this is wholly unsupported.
2 However, when we examined the sunk cdstiledion 2 First, there's no reason to think thatGlemant
3 of €2.8 million in Fraser's statement 2, vl fit 3 had to borrow. There is no evidence thaCflagmant
4 quite unreliable. 4 borrowed any amounts. There's no evidendestiz
5 First, the annual reports submitted imlence are 5 hypothetical borrowing would have been at LEB@lus 4%.
6 not audited, and that is acknowledged by MsEr in 6 And the only Claimant's reference to a ratelBOR
7 his second statement, paragraph 52. 7 plus 4% is to another case, another award,
8 Also, there's no invoices attached tcatieual 8 Murphy v Ecuador II, which implies that they'r
9 reports. There are just some summaries e si 9 requesting interest based on those partiesvaog
10 them. 10 costs.
11 So these numbers are just not reliablere's 11 In contrast, the appropriate interest ozt
12 also no evidence that these claimed amouares ever 12 a US dollar claim should be at most the @#terate on
13 disbursed, because just being charged saméiki 13 dollar-denominated Slovakian sovereign bobesause
14 a supplier doesn't mean ever that you netlygsaid 14 the only default risk that is relevant wobédthe risk
15 for them. There's no indication of proofgafment or 15 that Slovakia does not pay an award, an@lkiienant
16 anything of that sort. 16 has not been exposed to business risks pfofexct.
17 Mr Fraser also applies interest to tladieged 17 (Slide 16) As | noted at the beginninghis
18 costs, but, even if they were disbursedr tiraing is 18 presentation, we also have an appendix hatean be
19 still unknown, so we don't know when theyeaver 19 useful to you, that shows as | noted --
20 disbursed, if they were disbursed, so wet dtoow 20 THE PRESIDENT: I should note that you are jesiching the
21 what's the start date for that interest. 21 15 minutes.
22 The Claimants also make an argument ablmstt 22 DR DUARTE-SILVA: I'll stop there.
23 opportunity claim (Slide 13) and this lospogunity 23 THE PRESIDENT: These are the appendices thahgoe?
24 claim was shown in their Reply Memorial todegéween 24 DR DUARTE-SILVA: Thatis. Thatis right. Andlgrom A
25 Mr Howard's DCF model of 133 million, and 40%ihat 25 to F, they are appendices just for your esfes,
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14:37 1 guidance. They talk, for example, abbattimeline of 14:39 1 value.

2 the assets' ownership, that could be helpftiie 2 Q. They used it, did they not, to work out thetaaf
3 Tribunal. And the terms of transactions amdrs. equity capital -- the cost of capital for heposes
4 THE PRESIDENT: Thank you. of the DCF model, which is a completely diffetr
5 DR DUARTE-SILVA: Of course. approach?
6

7

8

9

4
5

THE PRESIDENT: 6 A. (Mr Duarte-Silva) Well, the way to calculatest
7
8
9

w

Mr Newing, your turn. market-based approach based on comparabléd beto
(2.37 pm) look at comparable companies. When the coynlpaks --
Cross-examination by MR NEWING when the Claimant looks at calculating the 0bs

10 Q. Thank you. 10 capital, they're naturally looking at comdea
11 Good afternoon. My name is Neil Newing awill 11 companies. So they were deemed comparalbie by
12 be asking you some questions on behalf oftaienant. 12 Claimant.
13 A. (Mr Duarte-Silva) Thank you. 13 Q. Can |l ask you to look at the second exppdrtef
14 Q. We've heard you state, and we have readiinrgports, 14 Mr Howard, please, at page 94.
15 that you claim the appropriate valuation rodtto use 15 A. (Mr Duarte-Silva) | don't have it in front ofe.
16 in this circumstance is a market-based approa 16 Q. It will come up on the screen in a moment.
17 correct? 17 In fact, page 95. And you will see abgsaph 362
18 A. (Mr Acklam) Correct. 18 Mr Howard refers to the fact that in youraeyou
19 Q. And that's based on looking at comparabtestetions 19 have said he "does not disagree with thisflis
20 or companies; yes? 20 comparable companies”, but says this is &mihg",
21 A. (Mr Duarte-Silva) Yes. 21 because he has considered them comparable:
22 Q. And do you accept that in looking to find garable 22 "... on the basis that they were smalmil gas
23 transactions involving oil and gas assess, it 23 companies, operating in Eastern Europe,leerdfore
24 important to look at the nature of the asisets 24 would have similar WACCs to Discovery ..."
25 guestion? 25 And then in the next paragraph he says:
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14:38 1 A. (Mr Duarte-Silva) Of course it is, and ttmmpany did 14:41 1 "At no point did | state that the camies had
2 that for us, they selected eight comparabtepemies. 2 assets comparable to those of Discovery ..."
3 Q. So, justto pick you up on that, you have tzad 3 And explains why; do you see that?
4 a few times. At no point in any of the fiestoert 4 A. (Mr Duarte-Silva) | see that's Mr Howard'srapn.
5 reports supplied by the Claimant did they cah¢heir 5 Q. And you didn't respond to this opinion atralyour
6 own market-based valuation, did they? 6 second report, did you?
7 A. (Mr Duarte-Silva) The Claimant's experts tis tate 7 A. (Mr Duarte-Silva) | did, | said the companyedeed them
8 have not submitted any claim for damages bagdair 8 comparable.
9 market value, except for the income approachtize 9 Q. Butyou didn't address the points that herhade here
10 $36 million that we discussed before. Othan that, 10 as to why he said he did not consider thebeto
11 there's no claim for damages based on fakenealue. 11 comparable?
12 Q. Sowhen you say the companies were chosBisbgvery 12 A. (Mr Duarte-Silva) | did. | said the compamich had
13 as comparable transactions for the purpdsbgso 13 the best possible way to assess this, detraedthe
14 market-based valuation, they were not chbgen 14 comparable. That's my response.
15 Discovery for that purpose, were they? 15 Q. Okay, so you basically don't accept Mr Hovegpdsition
16 A. (Mr Duarte-Silva) For which purpose, I'm s@rl don't 16 here that he did not consider them to be eoaigte.
17 have a transcript. 17 A. (Mr Duarte-Silva) Could you repeat the quasli
18 Q. For the purposes of conducting a market-beseparable 18 Q. You don't accept Mr Howard's position asestét these
19 transaction valuation? 19 paragraphs that he did not consider thos@anies to
20 A. (Mr Duarte-Silva) Those companies were setébly the 20 be comparable for the purpose of a marketebas
21 Claimant to perform a valuation of the projec 21 valuation approach?
22 Q. But not a market-based valuation, which yeuwaing 22 A. (Mr Duarte-Silva) I'm trying to answer youwreastion.
23 here -- 23 | think | already answered, but I'll try agai
24 A. (Mr Duarte-Silva) | believe it was a marketsied 24 Mr Howard has a certain opinion of what éomparable
25 valuation. They used it to calculate therfarket 25 company. | looked at what the company, tmepany
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14:42 1 itself, the Claimant, thought was compiarabthink 14:45 1 was completed. | believe that Akard ditifolfil the
2 that's a better assessment than Mr Howaskssment. 2 full agreement.
3 And the company did that before Mr Howard @ernied this 3 Q. Butthe agreement itself was signed and aedeitthe
4 analysis. 4 end of 2015, there was a default later, bait th
5 Mr Howard also commented on this in histfi 5 agreement was completed in essence in 2Qh&tatme.
6 report, talked about this list of comparatdmpanies, 6 And the value that was placed -- that youptaeing on
7 and all he said was actually, in accordanaehait we 7 it is based on the transaction that was agred15?
8 do, is he grabbed those list of comparablepemies and 8 A. (Mr Duarte-Silva) | believe that's true. Hoxee the
9 said only one of them, Cub Energy, has prdsgec 9 fact that the cash flows were not exchangetpkas the
10 resources. Which was a clerical mistaks.ntit, as 10 ability to rely on that transaction.
11 we showed in our second report, Cub Energynaain 11 Q. Is it your understanding that no money wés pader
12 that status. So we corrected that and wefthe only 12 that transaction at all?
13 one that does have prospective resource®Xs /A0 we 13 A. (Mr Acklam) No. We understand some money paid but
14 basically followed his approach and corredtéat 14 not the full agreement.
15 a mistake he made. 15 Q. Okay. Before looking at those -- I'm goiagall them
16 So he did consider them comparable iffirtste 16 "transactions" for simplicity, but | take yquoint
17 report. 17 about the Gulf Shores one in particular g been
18 Q. For a different purpose? 18 completed.
19 A. (Mr Duarte-Silva) | don't understand what yonean by 19 But before we look at those further, da gccept
20 "a different purpose”. We were calculatiaig market 20 that any view of value that may have beemesged over
21 value, and whether you're calculating itdlzalate 21 nine years ago is potentially out of date thintys may
22 the cost of capital, or to use multiplesytiee 22 have changed in the meantime?
23 comparable companies. It's common to ussatime 23 A. (Mr Duarte-Silva) | think your question needs
24 comparable companies to calculate the casipfal 24 a clarification whether we are talking aliet actual
25 and to calculate multiples. 25 or the but-for world. Until then | don'tiikil can
Page 161 Page 163
14:44 1 Q. Butyou would accept that Mr Howard hdffarent view | 14:46 1 answer it.
2 to you on that? 2 Q. I'm making a general point that if you areking at
3 A. (Mr Duarte-Silva) Yes, Mr Howard's opiniongfer from 3 a transaction that took place nine years mgoder to
4 mine. 4 ascertain a value of something today, you #vaekd to
5 Q. Thankyou. So you first look in your repaind you've 5 take into account that there may have beamgeseor
6 discussed today, the prior transactions oagkets; 6 events in those nine years that would affeatt t
7 correct? 7 valuation?
8 A. (Mr Duarte-Silva) Yes. 8 A. (Mr Duarte-Silva) Yes. We account for thaingsthe
9 Q. And there are three transactions that you déothe 9 FTSE index.
10 San Leon ORR, Gulf Shores and Akard, althgaghdidn't 10 Q. And do you accept, now looking at this ctisa, if
11 mention Gulf Shores at all today. 11 further analysis had taken place on the die@meas,
12 A. (Mr Acklam) Correct. 12 which had resulted -- and I'm talking hyptitadly --
13 Q. And all of those three transactions tookelac2015; 13 in the prospects being better defined, thisldvbe of
14 yes? 14 interest to someone who was looking to bisyttday?
15 A. (Mr Acklam) Correct. 15 A. (Mr Acklam) Sorry. Could you repeat that sjien?
16 A. (Mr Duarte-Silva) Can | correct that? Themhe 16 Q. Would you accept that if any further analgsighe
17 transaction and two attempted completeddrdioss. 17 licence areas had taken place in the meardingewhich
18 Q. All of the three items that were prior -- Wwiau call 18 had resulted in the prospects being betferedk that
19 prior transactions, took place in 2015. 19 would be of interest to someone who was tapld buy
20 A. (Mr Duarte-Silva) Again, there's one trangecin 2015 20 it today?
21 and there's two attempted transactions dsiwéhat 21 A. (Mr Acklam) Yes. Do you have -- which specinalysis
22 year. 22 are you talking about, please?
23 Q. Which -- well, | accept that the Gulf Shoness not 23 Q. I was talking hypothetically, if that had paped.
24 completed, but the other two were. 24 A. (Mr Acklam) Correct.
25 A. (Mr Duarte-Silva) | don't believe the Akargreement 25 Q. Now talking specifically, do you accept tidiirther
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Page 166

14:48 1 processing and interpretation of seisrata tad taken 14:51 1 A. (Mr Duarte-Silva) Yes.
2 place, that that would potentially affect gusition 2 Q. And you will see there the rather dramatiqdtat
3 of someone looking to buy it today? 3 occurs at the end of 2014 and into 20167
4 A. (Mr Duarte-Silva) It depends on whether sugtthier 4 A. (Mr Duarte-Silva) Yes.
5 analysis and reprocessing has led to incraased or 5 Q. And so would you agree that this is anothasaa why
6 not. We heard from Mr Longman that what happen 6 a valuation that may have taken place in aeily
7 this property was actually not increasing &alu 7 early 2015 coming off such a large drop magdgious?
8 Q. So your position: that the work that may haeen 8 A. (Mr Duarte-Silva) | don't agree with that. ahs the
9 undertaken since 2015 or since each of these 9 market value at the time, and we accountethfor
10 transactions took place added no furthervialbased 10 passage of time and oil prices using the Fh8&x from
11 on Dr Longman's assessment? 11 the time of the transaction until the ex-atf#te,
12 A. (Mr Duarte-Silva) Not just that. There wésoa 12 until the ex-post date. So this is fullyleefed in
13 | think, a shrinkage of licence area, fomegke. 13 our analysis and doesn't require more caution
14 Q. Yes. But otherwise, your view as to whetherdata 14 Q. But would you accept that somebody who wasigwor
15 itself, or the further analysis, sorry, thédken 15 selling an asset at that date may have erdiff view
16 place has added any value, is based on Qyrhan's 16 on it, in light of the fact that the pricedherashed
17 assessment that it did not? 17 so significantly at that time?
18 A. (Mr Acklam) | don't believe we've seen arstitaony, 18 A. (Mr Duarte-Silva) People are allowed to hdifeerent
19 Dr Longman or Mr Howard or anywhere els¢ ithdicates 19 views. This is the objective, unbiased vidall
20 any reprocessing added value to the assetladise 20 market participants. And it shows the prices low.
21 transactions. 21 And I recall, | mean, at the time, thess a lot
22 Q. Well, I think Mr Lewis' testimony suggestheatwise, 22 of discussion that oil prices are going tédvefor
23 but | am not going to take that there forrtt@ment. 23 a long time.
24 But would you accept that as a startmigtpany 24 Q. So if we turn to the first transaction, tle &eon
25 view on value which was expressed nine yagosnust be 25 ORR, and you've explained already that tlis w
Page 165 Page 167
14:50 1 treated with some caution until you hagerbable to 1452 1 purchased back by Discovery in Januar 201
2 ascertain whether any events or analysehavat taken 2 £120,000; yes?
3 place have added any additional value? 3 A. (Mr Duarte-Silva) That's right.
4 A. (Mr Duarte-Silva) | agree that anything thatuld add 4 Q. And you understand that it's the Claimantstjon
5 value should be considered. | don't agretenbae 5 that this was not a fair market value trangactvhich
6 seen any evidence that there was such additicalue. 6 | will come to shortly, but assume for a motrtaat it
7 And also, | mean we -- | think today was tingt time 7 was.
8 we saw a table, or yesterday, a table witlsegent 8 San Leon sold AOG to Discovery in March£2Qight?
9 events that happened and were summarisedtitathie. 9 A. (Mr Duarte-Silva) Yes.
10 Q. But that table, just to confirm, you're talikiabout 10 A. (Mr Acklam) Correct.
11 Exhibit CD-10, which sets out the sourcelofast all 11 Q. And there is no reason to believe that theyiavhave
12 that information, is either Mr Lewis' testinyoor 12 been aware of or in possession of any additio
13 exhibits that have been submitted by then@at. So 13 analysis work that had taken place by AOGesthey
14 that information has been available to you. 14 sold it, is there?
15 A. (Mr Duarte-Silva) | mean in the context of/gourported 15 A. (Mr Acklam) I'm not aware of what San Leonulebhave
16 increase in value. It's the first time I'ealing that 16 had at their disposal when they were evalgdtie ORR
17 articulated. 17 transaction.
18 Q. And are you aware that the oil price hacapsied 18 Q. But for the purposes of considering what they have
19 significantly between June 2014 and early6201 19 thought as to value, would you agree itelyiko have
20 A. (Mr Duarte-Silva) | don't have those numbarsont of 20 been based at most on the knowledge thewhed they
21 me. 21 sold AOG in March 2014?
22 Q. Okay. Could we bring up C-41, please. 22 A. (Mr Acklam) That knowledge being seven yesrs
23 So this is an exhibit, | don't know ifuybave seen 23 institutional knowledge at Aurelian Oil & G3®&s.
24 this before, which shows the oil prices fr2di2 to 24 Q. Yes, although San Leon had not been the cwiner
25 2022; have you seen that before? 25 Aurelian for that entire period, had it?
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14:54 1 A. (Mr Acklam) No, although Aurelian was Igtiart of San 1457 1 And you've seen that before, yes?
2 Leon. 2 A. (Mr Duarte-Silva) Yes, we see that.
3 Q. MrLewis' evidence, which has not been chgtenis 3 Q. And he goes on in paragraph 52, on the negyd,ga say
4 that only initial processing and interpretatas the 4 that in respect of the price, you have therggf
5 seismic data had been carried out by thettiate 5 £120,000, and just after that:
6 Discovery bought AOG; are you aware of that? 6 "This price was not based on any valuabicihe
7 A. (Mr Acklam) I'm not aware of the specificsMf Lewis' 7 royalty at the time and it did not represénteal
8 testimony, but ... 8 value in the open market. It was, in a sem$iee
9 Q. Okay. Il bring this up. If we could look a 9 sale, and they had no one else they couldipsell
10 Mr Lewis' first witness statement, pleas@aage 9. 10 it to."
11 I'll just wait for that to come up on theesm. 11 Do you see that?
12 If we could go to page 9, please. Mésat 12 A. (Mr Duarte-Silva) Yes.
13 paragraph 24. You will see Mr Lewis statesé that: 13 A. (Mr Acklam) Yes.
14 "After AOG was granted the rights to exel... 14 Q. Now Mr Lewis' evidence in this regard wa® alet
15 770 km of ... seismic was acquired ... betv898 and 15 challenged in his cross-examination, wereaware of
16 2011 [that's when it was owned by Aureliariih only 16 that?
17 initial processing and interpretation of #hdata 17 A. (Mr Duarte-Silva) No.
18 carried out. After Discovery acquired AOG& gompleted 18 Q. But there is no basis other than what yoe lsat out
19 the processing of these data, and commenced 19 in your second report, which | will come hcai moment,
20 interpretation in 2014 and 2015." 20 for saying that what Mr Lewis has describeola the
21 Do you see that? 21 circumstances of that sale are wrong, iether
22 A. (Mr Acklam) Yes. 22 A. (Mr Duarte-Silva) We are here to answer aloout
23 Q. And Mr Lewis' evidence on that has not béeflenged. 23 opinions, but if you are asking us what happen this
24 So on this basis, would you acceptiikidy that 24 hearing, | think we're not the best peoplelioyou.
25 San Leon would not have been aware of ttugiadal 25 Q. Butif the Tribunal accepts that what Mr Lewas said
Page 169 Page 171
14:55 1 analysis work that had been carried out? 14:58 1 about the circumstances of that transaditrue,
2 A. (Mr Acklam) It may not have been aware of this 2 would you agree that this would then not be
3 additional analysis work. There's no indmathere as 3 an appropriate transaction for purposes of
4 to whether or not the completion of processasy 4 a market-based valuation?
5 Mr Lewis states it, would have had any eftecthe 5 A. (Mr Duarte-Silva) Fair market value assessmeetls to
6 value of the data that was in its possession. 6 be between a willing buyer and a willing sellender
7 Q. Butyou simply don't know? 7 no compulsion to sell. If the Tribunal bebkswthere
8 A. (Mr Acklam) No. 8 was a compulsion to sell, then it's not arfearket
9 Q. So we were talking just then on the basisttiesale 9 value transaction.
10 of the ORR was assumed to be a fair marke¢va 10 Q. Thank you. And to confirm, you had no ineshent in
11 transaction, but you understand the Claismaoatsition 11 that transaction at the time, did you?
12 is that it was not; yes? 12 A. (Mr Duarte-Silva) | did not.
13 A. (Mr Duarte-Silva) Yes, and that positionwaes 13 Q. And you have had no evidence about thataction
14 understood from Mr Howard's expert reports Wased 14 since, other than what Mr Lewis has setobis
15 solely on an alleged compulsion to sell basebeing 15 witness statement, have you?
16 a fire sale. We are hearing now there nfigkie been 16 A. (Mr Duarte-Silva) I'm not sure what you mémsn
17 other things. 17 "evidence about that transaction”. The exidave have
18 Q. Soif we look at the second witness statewfent 18 about that transaction has been listed irexpert
19 Mr Lewis. It's at paragraph 50, which ispage 14. 19 reports.
20 Paragraph 50. I'm not going to ask you &0 tee 20 Q. Butyou have not had any evidence from angtsesthat
21 whole thing, | know you've read it beforet bln Lewis 21 was involved in that transaction at the tiotber than
22 explains here about San Leon's petitionrattte 22 what Mr Lewis has said, have you?
23 middle of the paragraph sets out: 23 A. (Mr Duarte-Silva) No, but we have actual date
24 "By the end of 2014, San Leon was irra di 24 evidence that we rely on. That is also exédeabout
25 financial position." 25 that transaction.
Page 170 Page 172
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14:59 1 Q. And you do not know what San Leon's CEOF&hning, | 15:02 1 I'm suggesting to you that all this shathat the
2 with whom the deal was negotiated and agretieba 2 directors were paying -- these two individwadse
3 time, believed when he entered into this @etisn, do 3 paying themselves large amounts of money.
4 you? 4 A. (Mr Duarte-Silva) Well, it's not that simpl&o first,
5 A. (Mr Duarte-Silva) | believe that is it is fab assume 5 there's a number of reasons that we can gonwethe
6 that Mr Fanning is a rational economic actat @ould 6 company was not in a dire financial situatiostead
7 try to sell it for the highest value possibknd even 7 of just focusing on this one. If --
8 if they were in a dire financial situation, iaihwe 8 Q. Well, we'll come to some other reasons in mar.
9 dispute, and show they were not, then thejdcsiill 9 A. (Mr Duarte-Silva) If you want to focus on ttuse,
10 try to sell it to other people. They domivé to sell 10 I will tell you that these numbers that yoe pointing
11 it to Mr Lewis' company. 11 here are correct, as to my best understanaiibthat
12 Q. Butthese are assumptions you are makinghai you 12 I imagine that as a publicly listed compahgre are
13 think a rational businessman would have dofeu don't 13 checks and balances and that there is psobabl
14 actually know what Mr Fanning thought attihee? 14 a compensation committee, that | actuallg edzout,
15 A. (Mr Duarte-Silva) | believe that Mr Fannirgrational. 15 I think, a compensation committee of the tadr
16 Q. Butyou have no evidence on which to badedlizer 16 directors that examines this and pays thematiounts
17 than the fact that he is a businessman? 17 that it deems fair, just like in any otheblily
18 A. (Mr Duarte-Silva) Yes. He's a rational hurbamg and 18 traded company.
19 he is an executive of a company. 19 Q. One of the other --
20 Q. You said just now and you say in your repsnivell 20 A. (Mr Duarte-Silva) So if your question is whet it's
21 that you don't accept that the company wasdine 21 excessive, | have no reason to believextessive.
22 financial position, and you give a numbereafsons for 22 MR DRYMER: [ think the question is strictly wher
23 this in your second report. One of the reas®that 23 compensation is an indication of the solveauy the
24 directors' salaries totalled €2.8 millioncasr 2014 24 financial situation of the company?
25 and 2015; correct? 25 A. (Mr Duarte-Silva) It is certainly consistemth
Page 173 Page 175
15:01 1 A. (Mr Duarte-Silva) Yes, we say that. 15:03 1 a company that is not in dire straits.d Kmwe're
2 Q. Do you know who those salaries were paid to? 2 talking about £120,000 that the company wapelate to
3 A. (Mr Duarte-Silva) | don't recall. But you cahow me, 3 get, according to the Claimant, so much theld it
4 if you want. 4 for just £120,000, that is contrasting highlth these
5 Q. Can we look at Exhibit C-259, please. Angeéfcould 5 amounts being paid in the other points thamaede,
6 turn to page 24 of the PDF. On the left sitihe 6 such as the €30 million that they had in loan
7 screen there you have the table of the dirgcto 7 facilities, the £30 million that they raisedrh
8 salaries. And so you have at the top Mr Rammnwho 8 investors in 2015. | mean, those -- that&sah
9 was the executive chairman of San Leon; right? 9 market indication that the company was ndlirie
10 A. Yes. 10 financial straits. | mean, the company dise
11 Q. And then second you have Paul Sullivan, was tle 11 £30 million -- £29 million five months afttre
12 managing director? 12 transaction of the ORR. Just by investarsiéov
13 A. (Mr Duarte-Silva) Yes. 13 shareholders.
14 Q. And do you agree that the bulk of the sghayments 14 MR NEWING: Well, let's look at some more numbeY®u note
15 were paid to those two individuals? 15 in your report, which | note doesn't mentivs
16 A. (Mr Duarte-Silva) Yes. 16 position you just stated, but you note inryeport as
17 Q. So would you agree that these high saladestl 17 another indication of company solvency thhad taken
18 necessarily reflect a thriving company, loipdy the 18 out loans of €5.8 million in 2014. And mydenstanding
19 heads of the business paying themselvedamyy sums? 19 is you suggest that this indicates that & watable
20 A. (Mr Duarte-Silva) Are you implying that the/'paying 20 enough business to be able to obtain thanding;
21 themselves too much? I'm not sure what gaastion 21 correct?
22 is. 22 A. (Mr Duarte-Silva) It's one of the reasonsyad as,
23 Q. Well, you have relied on the fact that laageunts 23 for example, the line of credit that wadink,
24 were paid to the directors as an indicatiar the 24 €30 million. One of the reasons.
25 company was therefore financially stable. 25 Q. Okay, but if you look at page 45 of the P[3e. this
Page 174 Page 176
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15:.05 1 sets out on the top left the loans antbldngs. And 15:07 1 A. (Mr Duarte-Silva) Yes.
2 you will see the first was a €3.3 million ldaom -- 2 Q. Alright. Now | would like to turn up CRA-6&shich is
3 in fact it was $3.2 million, it says in thet@e- from 3 the 2015 annual report. And if we can goagep78,
4 YA Global Masters SPV Limited; do you see that 4 please. So we have ... You can scroll dowRause)
5 A. (Mr Duarte-Silva) Yes. 5 So we can see the loans here in 2015@ne see
6 Q. And the note to this says that this had sangament 6 the same YA Global Masters loan is still thénat's
7 fee of $800,000, so 25% of the loan valueat$h 7 not been repaid. The Palomar loan has beardrand
8 a very steep arrangement fee, isn't it? 8 we have a new loan from LPL Finance, and ttker;
9 A. (Mr Duarte-Silva) It's what -- the arrangemfsd it 9 correct?
10 had. 10 A. Yes.
11 Q. But does this not indicate that in fact iswat easy 11 Q. And you will see in the note number 3 thaelation
12 for it to obtain financing, if it had to resto 12 to the new loan from LPL Finance, it say$ tha
13 seeking loans on such steep terms? 13 Mr Fanning has personally guaranteed that ldayou
14 A. (Mr Duarte-Silva) It's the first time I'm héay this. 14 see that?
15 | would have to analyse this. | don't knbw's 15 A. (Mr Duarte-Silva) | see that.
16 a high arrangement fee or not. 16 Q. So doesn't this again suggest that the compas not
17 And you have to remember, this is aexjiloration 17 able to obtain financing without Mr Fanninmbelf
18 company. It's a company that, it's not ssirg, 18 personally guaranteeing that financing?
19 that's going through, like, these arrangeriess and 19 A. (Mr Duarte-Silva) | disagree with that. THead a line
20 soon, and ... 20 of credit of €30 million.
21 Q. You said this is the first time you're hegdinis. 21 Q. If we could now turn --
22 But is it not the case that it is your secexyert 22 A. (Mr Duarte-Silva) And also they raised £2%iom from
23 report which sets out the fact that the comped 23 external shareholders.
24 €5.8 million in loans? So surely you mustehimoked 24 MR DRYMER: So what, if anything, does this irati, in
25 at this in order to get those figures? 25 your opinion? If you were asked to guaraptrsonally
Page 177 Page 179
15:06 1 A. (Mr Duarte-Silva) Yes, we looked at thiées. 15:.09 1 a loan taken out by your company?
2 Q. Butyou simply ignored the fact that -- 2 A. (Mr Duarte-Silva) It doesn't indicate muchne because
3 A. (Mr Duarte-Silva) I'm making the point thaysa the 3 it's a quite small amount really in the granbdeme of
4 arrangement fee is too high, it's the firsiti 4 things. It doesn't show at all that the camypaas in
5 I'm hearing it. 5 a dire financial situation. | would have twkv more
6 Q. Soyou just didn't consider that point atdlen you 6 about this loan. There's nothing here altout i
7 looked at this before? 7 MR NEWING: So if we turn to page 83, please. Ander
8 THE PRESIDENT: Well, do you think it's a high fee 8 item 29 you will see just under the table,sbeond
9 A. (Mr Duarte-Silva) | have no opinion of this. 9 paragraph it says:
10 THE PRESIDENT: --to pay 800,000 to get 3.Zyamlof 3.2? 10 "Mr Fanning had personally guaranteeddhe from
11 A. (Mr Duarte-Silva) | would have to know thents of 11 Palomar Holdings ... which was repaid dutirey
12 that. | mean, it's a considerable percentlpsy, 12 year..."
13 whether it's high or low depends really arirarket 13 So the other loan of $3 million was gdsosonally
14 conditions at the time. 14 guaranteed by Mr Fanning; right?
15 And, | mean, it seems like a high -- Lidosay it 15 A. (Mr Duarte-Silva) | believe so, from what lheading.
16 is a somewhat high arrangement fee, buturamiswas 16 Q. So from the loans taken out, we have se¢mvibavere
17 negotiated -- not "I'm sure". We can maklefault 17 personally guaranteed by Mr Fanning and tiher @ne
18 assumption that it was fairly negotiated.d Ao 18 had a 25% arrangement fee. Correct?
19 reflects the conditions of those loans ard th 19 A. (Mr Duarte-Silva) That's what you're tellimg, that's
20 conditions of an oil and gas exploration canyp 20 what | read, yes. | still would need to knmare about
21 MR NEWING: The second loan is listed as beiognfr 21 these loans. | mean often these loansarexémple,
22 a company called Palomar Holdings Limitedicivivvas 22 assessed, are attached to a specific asdetpahey
23 San Leon's business partner in relationreesaf the 23 might have specific conditions that requie personal
24 projects at that time. And the note says# repaid 24 guarantee. It's not really a reflectionhef tompany
25 post year end; correct? 25 as a whole.
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15:11 1 Q. Butitwas in your second report that patiforward 15:13 1 be a going concern, really, is in its reaskalue and
2 the fact it was able to obtain financing asiggestion 2 willingness to invest in the company and so And
3 that this was an indication of the comparigaricial 3 we've seen that they could raise almost £8imfrom
4 performance. 4 external shareholders, residual claimantey Have no
5 A. (Mr Duarte-Silva) And the company was ablelbtain 5 claim, no collateral, nothing, and have josested
6 financing, as I've been telling you, throulgé line of 6 £30 million into this company, in the middletioe
7 credit, and through even raising almost £30amifrom 7 year. And you're telling me that at the ehthe
8 external shareholders. So yes, they weretabland 8 year, there was a going concern? | finditetlly
9 you're pointing me to some personal guarariees 9 irrelevant to whether, at the time of the ORR
10 a small loan of, | don't know, $2 millionsmmething. 10 transaction, they were in dire financialiggra
11 Q. Okay, let's turn to page 34 of the PDF. Witiht's 11 And, even if they were, they could havepped
12 happening, you've placed a lot of emphasss th 12 around.
13 afternoon on the fact that there was this dih 13 Q. So your position is the fact that they mayehaeen
14 credit. Why was that not raised in your sela@port 14 able to raise money in the middle of the year
15 as the main reason, or any reason, as tyethgidn't 15 six months later or so they are facing agjooncern
16 believe San Leon was in a dire financial tams? 16 risk, is irrelevant to the question of whetthe
17 A. (Mr Duarte-Silva) | would have to check tiamy 17 company was in a good or bad financial pmshi
18 second report, if you would like. 18 A. (Mr Duarte-Silva) If the company was in sutite
19 Q. We cangotoitin a moment, but it is nohtimmed at 19 straits, | find it hard to believe that thveguld have
20 all in there. Is there a reason why? 20 been able to raise that amount from external
21 A. (Mr Duarte-Silva) | thought it was mentioneltd have 21 shareholders, a few -- five months later.
22 to look. There's no reason why it woulde't b 22 Q. | think, would you agree, however, that #et that
23 mentioned. 23 we're having all of these discussions --agou have
24 Q. If we look at this page now on the right-haiut, if 24 yourself acknowledged, you would need to knmwe about
25 we can scroll up a little bit, there's amitealled 25 a lot of these things, and presumably we avoakd to
Page 181 Page 183
15:12 1 "Going concern risk"; do you see thatd Arsays: 15:15 1 also know more about exactly the circuntga in which
2 "There are a number of assumptions uniderthe 2 that funding was raised that you refer that tve
3 group's cash flow projections which indicéte t 3 simply cannot, today, know for sure what posiSan
4 existence of a material uncertainty which rcast 4 Leon really was in at that time?
5 significant doubt on the group and the comjsaalyility 5 A. (Mr Duarte-Silva) We don't need to know moiighe
6 to continue as a going concern." 6 shareholders that invested in the compantharproof.
7 That's a serious statement about theofithe 7 They looked at the company and they showelaighe
8 company's ability to operate and pay its desm& 8 company was worth investing in. And you'réping out
9 it? 9 to me to that the going concern appeared rdgtes?
10 A. (Mr Duarte-Silva) It's -- well, a few thing&o one 10 | don't think that's relevant at all. Youienting
11 is, again, this is an oil and gas exploratiempany. 11 me to a loan that was personally guarantared f
12 They often get these going concerns risksattea-- 12 $1 million or $2 million?
13 that are issued. This is, | believe, as bEre in 13 And this is all -- | need to remind thdbtinal,
14 2015, right, | think that's what we're tatkimbout? 14 this is all in comparison to supposedly thegany
15 Q. Yes. 15 being so desperate for cash that they neselltthe
16 A. (Mr Duarte-Silva) Okay. So the ORR transattive are 16 licence for £120,000 when according to Mr ldats DCF
17 always talking about was in January 2015it?gSo 17 it would be worth at least $60 million. usf defies
18 we're talking about the beginning of the yaat the 18 credulity.
19 end of the same year. 19 Q. And to confirm, I'm not pointing you to loams
20 If you look at year-end 2014, | don'ti®et you 20 anything because those are the things thatld are
21 see any such going concern. So a monthtoribe 21 relevant; I'm pointing to them because theyevthe
22 transaction, | believe you see no such gecamgern. 22 things that you said were relevant in yoaposed
23 So you're talking to me about something hlagpened 23 report.
24 a year later. 24 A. (Mr Duarte-Silva) | showed them as eviderz the
25 The other point is, the proof whethergbing to 25 company was not in dire financial straits.
Page 182 Page 184
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15:16 1 Q. Inasserting a value based on this -gding to move 15:19 1 scenario the Claimant would have owned.25%
2 on from these accounts if you had a question? 2 Q. Yes, and that's on the basis that a transastich as
3 MR DRYMER: |just want to be clear. | understaodr 3 Gulf Shores or Akard or something equivaleotila have
4 point about dire financial straits. You'restting 4 resulted in a 25% share to Discovery?
5 this as though it's a binary question: diredie. 5 A. (Mr Acklam) | believe the wording was that ssm
6 | think the suggestion is -- well, | don't knavhat 6 investment would have been available and thien@nt's
7 counsel will tell us the suggestion is in doarse, 7 share would have been 25%.
8 but let me put it to you that the suggestiothat the 8 Q. But at the time of the ORR sale it's accefitatithat
9 company was in less than ideal financial tstrar was 9 hadn't yet happened. They still had a 50%esha
10 facing certain financial difficulty, somethia lot 10 A. (Mr Acklam) At the time of the ORR sale thiaithant
11 more nuanced than dire or not dire, anditktese 11 owned 50%. But our valuation is not at theaf the
12 factors that counsel is pointing up are iaitms of 12 ORR sale. The relevant valuation datesdoaoalysis
13 these somewhat difficult financial straits. 13 are at the ex-ante valuation date in Jun8,201d at
14 Do you accept that more nuanced desumipdir 14 the ex-post valuation date, which our lategpost
15 would you still say it's not relevant to asioleration 15 valuation date is October 2023. On botlho$¢ dates
16 of the financial strength of the companyhattime of 16 in the but-for situation the Claimant onlyres25%.
17 the sale of the royalty? 17 Q. And so if you are assessing value basedabr26
18 A. (Mr Duarte-Silva) | believe it's more nuandkadn just 18 share on those two dates, would it not beemor
19 binary. | believe that | am putting the eamil in 19 appropriate to use a transaction that toagephfter,
20 that term because in that extreme conditiercould 20 or at least resulted in Discovery reduciagriterests
21 think of a company selling such a valuabtegis 21 in that way, rather than one prior to it?
22 according to the Claimant, for just £130,008at's 22 A. (Mr Acklam) | don't believe the adjustmerdrfr 50% to
23 why I'm putting the emphasis there, becansei that 23 25% is controversial. So | don't believadkes
24 situation could we start to think of that. 24 a difference, all else being equal.
25 MR DRYMER: That's the point. Only in what yeur a dire 25 Q. Inrespect of the other two transactionsf Slbres
Page 185 Page 187
15:18 1 financial circumstance could you conceiva fire sale 15:20 1 and Akard, these took place in March acibi@@r 2015;
2 of the magnitude that is being suggestethais t 2 right?
3 accurate? 3 A. (Mr Acklam) Correct. The attempted transatiio
4 A. (Mr Duarte-Silva) That's right. 4 Q. Well, the attempted Gulf Shores transactiahtha
5 MR DRYMER: Very good. 5 completion of the agreement with Akard in ®eto2015
6 A. (MrDuarte-Silva) and there's evidence agaimsse 6 took place in March and then October 2015.
7 dire financial straits -- | apologise for rapieg that 7 A. (Mr Acklam) I'm not fully up to date on thegia
8 term. 8 position of the Akard agreement. But from tvha
9 MR DRYMER: No, don't apologise. 9 | recollect from the evidence, there was digtna
10 A. (Mr Duarte-Silva) | keep talking about, wendmeed to 10 agreement that was ever signed between /Askatd
11 be assessing every point here -- 11 Discovery.
12 MR DRYMER: I understand. 12 Q. Well, that's actually incorrect. | can tghe to it
13 A. (Mr Duarte-Silva) -- because shareholdeesnarhonths 13 if you need to, but | don't think -- it's rogten
14 later just invested that money. And at tloatim prior, 14 something that | think is challenged. Thsre
15 at the end of 2014, there's no going conagirmion. 15 an agreement which has been signed andlieaacord.
16 MR DRYMER: Very good. Thank you. 16 A. (Mr Acklam) From memory there was an iniagkeement
17 MR NEWING: At the time of the San Leon ORR séliscovery 17 which was intended to be translated intdldifial
18 had a 50% share in the licence areas; c@rrect 18 agreement, which never actually occurred.
19 A. (Mr Acklam) Correct. 19 Q. Thatis correct. That is correct. But thees
20 Q. But for the valuation you've taken a 25% eluarthe 20 an initial investment agreement. And, adadrth of
21 basis, as | understand it from your secopdrtethat 21 those took place in 2015, so some nine yeas ago.
22 in the but-for scenario, Discovery would haaty had 22 Or --
23 the 25% share; correct? 23 A. (Mr Acklam) Yes, or three years prior to theante
24 A. (Mr Acklam) That's correct, yes. Based an th 24 valuation date.
25 Claimant's experts' instructions that intihiefor 25 Q. And, again, if the analyses that had takacephfter
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15:22 1 that date have added value, which | apgiregou do 15:25 1 optimistically thinks this is always wartnd the
2 not accept, based on Dr Longman's assessitrient, 2 market is telling him: you're wrong, you'redevrong.
3 likely that if those had added value, thastho 3 Q. Butisn'tthis, as you say, an estimate oftwia
4 transactions would no longer be appropriatéyat 4 person who is looking at this thinks this vebié worth
5 correct? 5 at the time?
6 A. (Mr Acklam) | don't think that's correct, nbdon't 6 A. (Mr Duarte-Silva) Yes. This person is wronthe
7 think "no longer appropriate" is a correctlgsia for 7 market is telling them: you're wrong.
8 that. 8 Q. But you make no reference to this valuatioyoior
9 Q. Soif the analyses that took place after those 9 report, do you?
10 transactions added value to the licence agyeas 10 A. (Mr Duarte-Silva) To which valuation?
11 consider it would still be appropriate to thee 11 Q. Or, rather, to this briefing profile?
12 transactions before that date which had alealue? 12 A. (Mr Duarte-Silva) | didn't think it was relent at all.
13 A. (Mr Acklam) The transactions before that daield 13 | don't see how this would be relevant toapinion.
14 potentially still indicate a fair market velafter 14 Q. If we turn now to look at the alternativeualons
15 that date, if there was any evidence or dfieatton 15 based on what you've described as comparafripanies,
16 as to whether or not any value had been added 16 you've conducted this on an ex-ante bagig ysiur
17 So it would be possible to adjust thoaedactions 17 ex-ante date of 7 June 2018, and an ex-psit bf the
18 if it were the case that any value had beeedby 18 date of the award, although, as you mentiongdur
19 work done. 19 second report, at the moment that is 31 @cteti23;
20 Q. Could we please turn to Exhibit C-247. This 20 yes?
21 a Macquarie Equities Research briefing papekurelian 21 So if we could turn up your first repgigase, at
22 published in April 2010; do you see that? 22 paragraph 64. That's on page 20. (Pause)
23 A. (Mr Duarte-Silva) Yes. 23 You say here that you considered eigterial
24 Q. If we turn to page 2, at figure 1 there iBe@akdown 24 companies for your valuations, yes?
25 of the price per share attributable to défgrassets; 25 A. (Mr Duarte-Silva) Yes.
Page 189 Page 191
15:23 1 do you see that? 15:26 1 Q. And then you proceed to consider the éx-@pproach
2 A. (Mr Duarte-Silva) | do. 2 and then two pages over, page 22, you haxeph gvhich
3 Q. And you will see that 19p per share has btghwted 3 sets out the position for seven of those coiepa
4 to the Smilno prospect; yes? | know it'sesinall, 4 correct?
5 but... 5 A. (Mr Acklam) Correct.
6 A. (Mr Duarte-Silva) It's called exploration ugsj 19 6 Q. Butyou don't use any of those companies @exiante
7 pennies. 7 basis, on the basis that you have assumeddlat
8 Q. 19 pence? 8 7 June 2018, which is your ex-ante date, AQ@lavnot
9 A. (Mr Duarte-Silva) Yes. 9 have had any reserves; correct?
10 Q. You will also see on the left-hand side ifsgeoll up 10 A. (Mr Acklam) That's not our assumption. That'
11 a little bit that there were at that time 33%iillion 11 Dr Longman's assumption that as of the ex-@ates the
12 shares issued; do you see that? 12 project would only have prospective resources
13 A. (Mr Duarte-Silva) | do. 13 | believe that's also the opinion of Dr Maogla
14 Q. Would you agree, therefore, that this coeldiged to 14 Mr Howard.
15 imply a potential valuation of the Smilno gpect at 15 Q. Well, I'l come to that. The ex-ante dat the're
16 that time, by multiplying the 19p per shargdhe 16 talking about here is 7 June 2018, whicmésyou've
17 number of shares? 17 been instructed to use, or chosen? I'mumet s
18 A. (Mr Duarte-Silva) No, of course not. Of ceaimot. 18 A. (Mr Acklam) We were instructed to use thatda
19 This is -- | mean, just look at the resultios 19 Q. Butit's not a date that the Claimant had,uset?
20 right-hand side. 156, right? 20 A. (Mr Acklam) I'm not aware of whether or nbetClaimant
21 Q. Yes. 21 uses that date.
22 A. (Mr Duarte-Silva) Okay. How does that coneptar the 22 Q. And you understand that the but-for scerianighich
23 price up there, 44 pence? On the left yoe ltize fair 23 the Claimant's experts have prepared thelysis is
24 market value of this company, up there, 4tpe On 24 that drilling would have commenced by 1 Jan@@17?
25 the right, down there, you have what thidyeauite 25 A. (Mr Acklam) Yes.
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15:27 1 Q. And so you understand that in the buséenario, 15:30 1 Q. And so in using just one company in thrag wvould you
2 drilling would have been taking place for 18nths by 2 agree that it's even more important to erthatethe
3 the time of reaching your ex-ante date ofre2018? 3 assets themselves are actually comparable?
4 A. (Mr Acklam) And based on Dr Longman's testimtime 4 A. (Mr Duarte-Silva) They were deemed comparalgléhe
5 project would have prospective resourcesztdéte. 5 company itself.
6 Q. Yes. |think the position you've stated i of 6 Q. Well, the group of companies that you're rafgrto
7 what Mr Howard and Dr Moy have said is thahat date 7 may have been deemed comparable for a particul
8 when it actually happened, because no drilizadj taken 8 purpose, but if we're looking here at comgpadne
9 place, there were prospective resourcesinBbe 9 company only, surely it is important to enstha the
10 but-for scenario, their position is thatlahg would 10 assets of that company are actually comparishi't
11 have taken place and a discovery would hega made; 11 it?
12 do you understand that? 12 A. (Mr Duarte-Silva) The company defined eacthose
13 A. (Mr Acklam) | don't remember the exact quotatbut 13 eight companies as comparable, and then @cethe one
14 | believe there was somewhere in Mr Howaepsrt 14 that had prospective resources in the reseigst
15 where he said it would be absurd to assuatettare 15 like Mr Howard defended should be done. pibe made
16 would be anything other than prospectiveuess on 16 a mistake with Cub Energy, instead of ADX.
17 an ex-ante basis. 17 Q. And you've calculated a dollar per boe vhkged on
18 Q. Butthat's on the basis of his ex-ante, whiak before 18 the unrisked volumes that ADX had of prospect
19 the but-for scenario. He's not using yote dé 19 resources; correct?
20 7 June 2018, is he? 20 A. (Mr Acklam) We've calculated a dollar perrehwalue
21 A. (Mr Acklam) I'm not aware of what ex-anteel&r Howard 21 on the prospective and contingent resources.
22 is using. 22 Q. Butthe prospective resources would have biegsked;
23 Q. Butif that was in his first expert reponiat was 23 correct?
24 prior to you having set out your date of ieJa018? 24 A. (Mr Acklam) | can't recall off the top of nngad, | am
25 A. (Mr Acklam) Yes -- well, potentially, althohd don't 25 afraid.
Page 193 Page 195
15:29 1 think I've actually seen the ex-ante ddieh 15:31 1 Q. Sois it the case that you don't know whathave used
2 Mr Howard is using to make that assumption. 2 to perform your calculation?
3 Q. So, infact, when you're making a comparismhsaying 3 A. (Mr Acklam) | can't recall this. In the weeafsthe
4 you believe Mr Howard has said that there douly be 4 exhibits, | am afraid.
5 prospective resources on an ex-ante basiseyoaking 5 Q. Would you agree that the calculation shoulddyéormed
6 an assumption that that is the same thingaisdate, 6 on risked volumes?
7 but you in fact don't know? 7 A. (Mr Acklam) The calculation should be perfodran the
8 A. (Mr Acklam) Again, Mr Howard uses the termiogy on 8 basis of prospective or, in the case of ADdttingent
9 an ex-ante basis. | don't know the ex-arie tthat 9 resources, on the resources that it has ceehpathe
10 he's using in his analysis. 10 resources of the project.
11 Q. Butyou accept that in the but-for scendnyathe time 11 Q. Butwith unrisked volumes, you simply do kiodw how
12 of your ex-ante date, drilling would haverb&sking 12 much of that will be recoverable, do youyas don't
13 place for at least 18 months? 13 know what the geological chance of succes®igou,
14 A. (Mr Acklam) And the project would still haypeospective 14 or anything like that?
15 resources, yes. 15 A. (Mr Acklam) | think it's correct to say wititospective
16 Q. Well, that's Dr Longman's assessment. Yes? 16 resources full stop, you don't know how moicthat
17 A. (Mr Acklam) Yes. Correct. Yes. 17 will be recoverable.
18 Q. And so on that basis you have compared AQfsanly one 18 Q. And that is why all of the other calculati@me done
19 company at that date, ADX Energy. 19 on the basis of risked volumes which havertakto
20 A. (Mr Acklam) That's correct, yes. All the eth 20 account the geological chance of succeskitsn
21 companies in the Claimant's list of comparabimpanies 21 A. (Mr Acklam) Sorry, what do you mean by "#&létother
22 had 2P reserves by that date. 22 calculations"?
23 Q. And you maintain your reliance on that onagany only 23 Q. The other companies. The other seven coespartiich
24 in your second report; right? 24 have reserves and that you have not usest dve
25 A. (Mr Acklam) That's correct. 25 based on risked volumes?
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15:33 1 A. (Mr Acklam) They're based on reserves. 15:35 1 that scenario, you would be up to 4 nmilkdready?
2 Q. Which have obviously taken into account, bsedhey've 2 A. (Mr Duarte-Silva) | don't think so. | wouldsgute
3 been found, the geological chance of success? 3 that. And as an audit we have introduced thiwd the
4 A. (Mr Duarte-Silva) You keep raising whethenthesre 4 only -- as | noted at the end of our presmntat
5 risked or not risked, and the very fact thate isn't 5 Mr Howard had plenty of opportunity to caldaléhe
6 an explicit source that shows they're riskedhoisked 6 valuation based on market approach, and tlyeting
7 should tell you about the speculative value of 7 we've heard of is $36 million based on ex-amiétiple
8 prospective resources. It should tell yot thand 8 and ex-post reserves. So there was ampleeian
9 that's also consistent with the fact thatastioned 9 that, and so we're here to comment on thmslaeing
10 earlier, the Australian Stock Exchange dbesen 10 made, but there's no claims being made, awdae're
11 allow financial forecast if it's of prospeeti 11 just explaining what we did. But there'shingg for us
12 resources. Risked, unrisked, it doesn'lyrestter. 12 to rebut here.
13 They don't even allow it. 13 Q. Inyour presentation earlier, you mentiomed in the
14 Q. But you would agree that if they are unrisketl the 14 ex-post scenario, the valuation that youdaauded out
15 calculations you've performed are on unriskedmes, 15 would come initially to 11.1 million; corréctl think
16 then the appropriate calculation to makeguie 16 that was the number.
17 Claimant's volumes would be also againstritsked 17 A. (Mr Acklam) Could you remind me of the sligidease?
18 volumes? 18 Q. I am afraid your slides didn't have numbsed, can't
19 A. (Mr Duarte-Silva) Look, it has to be applespples, 19 remember.
20 right? So even if we did relative to unrisker 20 A. (Mr Duarte-Silva) They were on the left-side.
21 risked, we get to a result shown in our sfiaé 21 A. (Mr Acklam) On the bottom right.
22 $40,000. 22 Q. ldidn't see them, sorry.
23 Q. Butthat's on the basis that you have tahen t 23 MR DRYMER: I think it might be 9. Maybe I'm wig.
24 Claimant's risked volumes? 24 MR NEWING: Correct. Yes, it was too small on sayeen.
25 A. (Mr Duarte-Silva) Even if we are wrong by ténes, 25 Number 9, yes.
Page 197 Page 199
15:34 1 you're talking about $400,000. Everisftén times 15:36 1 A. (Mr Acklam) Was it the 11.9 million?
2 higher. 2 Q. ltwas the 11.9 million, sorry, 11.9 millioit.was
3 Q. Butthatis on the assumption that ADX haspanable 3 the 1.1 million that confused me.
4 assets? 4 And then what you have done is you'veadisted
5 A. (Mr Duarte-Silva) It's not an assumption. Toenpany 5 that down to 5-10% of that value; correct?
6 defined it as comparable. Mr Howard lookethat 6 A. (Mr Acklam) Correct.
7 companies and selected one of them basédint'ithe 7 Q. And this is on the basis again that in yoewyibased
8 one that has prospective resources", whielna we 8 on Dr Longman's assessment, they would still b
9 did after correction -- after performing that 9 prospective resources and so should be ditebtm
10 correction. 10 take that into account; correct?
11 Q. But Mr Howard's opinion is that ADX does hate 11 A. (Mr Acklam) Because those prospective ressisce
12 comparable assets; do you agree? Do yoptabet's 12 worth less than reserves, correct.
13 his opinion? 13 Q. Would you agree, however, that if the Tribhinas found
14 A. (Mr Duarte-Silva) It has contingent and presjpre 14 that in the but-for scenario a discoverylyeen made,
15 resources. S0 we're comparing prospective to 15 such an adjustment would not be appropriate?
16 prospective. Further, ADX also has conting&o 16 A. (Mr Acklam) If there are reserves in the fart-
17 that's an even higher value. 17 scenario then the $1.44 per barrel is basedratio
18 And again, even if we're wrong by a faafolO, 18 of enterprise value to reserves. So ydbaincase
19 you are talking about $400,000 in value. 19 no adjustment would be required.
20 Q. Well, there are two factors of 10 we're tadgkabout 20 Q. Butisn'tit the case that an adjustmenois n
21 here. There's a factor of 10 of risked amisked, 21 appropriate anyway if the valuation is beiagied out
22 and there's a factor of 10 you refer to iarysecond 22 on risked volumes where a discount has aireeen
23 report of if the prospective resources are hture 23 applied to them by way of the geological deanf
24 which makes them more valuable because tiesyfa 24 success?
25 a different asset and easier to extractin &at, in 25 A. (Mr Acklam) They are still prospective resoes in that
Page 198 Page 200
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15:38 1 scenario, so they're still worth less tieserves. 15:41 1 A. (Mr Duarte-Silva) We didn't have to. Wavh the SPE
2 Q. Butif they've already been discounted to tat@ 2 paper instead of Mr Howard's calculations.d Ake
3 account the geological chance of successt goen 3 | said, even that is conservatively high ifiymnsider
4 applying a double discount to then also distthem 4 that the Australian Stock Exchange doesigtadiven
5 further, because they've already been takeragtount 5 forecasting based on it.
6 that they are prospective resources? 6 We presented to Mr Howard an academicrpsqmving
7 A. (Mr Duarte-Silva) That requires examining thiscount 7 that they're not even factored in market \tana of
8 that we're applying to determine if that disttds 8 oil companies. You can even look on an eg-basis.
9 double-counting or not. What we have seeveifave 9 Look at the ADX multiple, just on contingemica
10 applied a 5-10% discount, based on the Spér plaat we 10 prospective, and compare it to the multiplehe other
11 cite. 11 companies that have reserves. It's lessS¥tan
12 Q. Butthat's a 5-10% discount that you've appdifter 12 So these things are highly uncertainer@h very
13 the geological chance of success has altesaty 13 little value. We're applying a 5-10% disdoufhat's
14 applied. So you are applying two levelsisount 14 not really pessimistic.
15 here. You haven't applied the first, tHa¢'sn 15 Q. Well, | put it to you that that is a doubiscdunt and
16 applied to the volumes that are used, buyethen 16 is inappropriate. | understand you don'eptthat,
17 applying a second discount? 17 but I'll put it to you that that's what yaeigone.
18 A. (Mr Duarte-Silva) That's your view. 18 I'd like to look now, finally, at the @Giaant's
19 Q. Can we turn, please, to the second repdit dfoward. 19 alternative claim for sunk costs. And paapbr70 of
20 On page 26. 20 your second expert report, please, this jsage 23.
21 So here Mr Howard has shown in his tdigdein 21 So you state here that:
22 fact, taking into account the GCOS that thasdy been 22 "... the evidence used to substantigectaim...
23 applied in the P50 scenario is the equivalEhaving 23 is unreliable."
24 applied a 9% RAF factor, i.e. a discountvard®0%; do 24 As you mentioned in your presentatiofiezar
25 you see that? It says at the bottom: 25 And you state:
Page 201 Page 203
15:39 1 "RAF equivalent (P50 Scenario)". 15143 1 "... we understand that the annuartegubmitted
2 A. (Mr Acklam) Sorry, could you expand a little bn what 2 in evidence are not audited, but simply seti¢
3 we're looking at here? 3 Ministry of Environment."
4 Q. So here in his second report, Mr Howard sotaght 4 Do you see that?
5 explain why a further discount was not neagssad 5 A. (Mr Duarte-Silva) | do.
6 showed that in fact by already having takém @account 6 Q. So thisis your reference to the reports WAGHG sent
7 the geological chance of success, this was the 7 to the Ministry of Environment, setting outatlit had
8 equivalent to having already applied a reserve 8 incurred. And your basis that it's unreliablthat
9 adjustment factor of 9.19%. 9 those reports were unaudited; correct?
10 A. (Mr Acklam) There's a lot of numbers here &mdnot 10 A. (Mr Duarte-Silva) They were unaudited.
11 following where they match up or ... or ekattie 11 Q. You don't make any reference in this pardgtafAOG's
12 calculation. 12 own financial statements, do you?
13 Q. Soyou did not review this for the purpodegar 13 A. (Mr Duarte-Silva) No.
14 second report? 14 Q. Mr Fraser's evidence is that the amountseiiMinistry
15 A. (Mr Duarte-Silva) I just don't recall thesenmbers 15 reports correspond with those financial statgs; do
16 right now, but ... 16 you recall that?
17 Q. Butyou didn't comment on this at all in yeacond 17 A. (Mr Duarte-Silva) | recall that, yes.
18 report? 18 Q. Did you review those financial statements?
19 A. (Mr Duarte-Silva) On these particular numbars We 19 A. (Mr Duarte-Silva) | looked through them.
20 applied a 5-10% discount based on the SPé& pamd 20 Q. Mr Fraser states that those were prepar&ahkgr Tilly
21 also the fact that even that is conservativigh. 21 initially and Grant Thornton latterly. Thage both
22 Q. So even though Mr Howard had an entire seatibis 22 reputable accounting companies, aren't they?
23 report challenging the use of that factor exylaining 23 A. (Mr Duarte-Silva) I'm not going to commentwhether
24 why it was not relevant, you did not reviewcomment 24 they're reputable, but | will tell you that Fraser
25 on that to explain why you disagreed with’him 25 said they are unaudited.
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15144 1 Q. Butyou would have no reason to belieaettiose 15146 1 MR DRYMER: There's just no back-up?

2 financial statements, which had been prepayed 2 A. (Mr Duarte-Silva) There's no back-up, yes.

3 external accountants, of those firms wouléhberrect, 3 MR DRYMER: Thank you.

4 do you? 4 MR NEWING: | have no further questions, thank.you

5 A. (Mr Duarte-Silva) Without auditing, there's goarantee 5 (3.47 pm)

6 that those companies did anything but orgahise 6 Re-direct examination by MR PILAWA

7 numbers that they received and put them ifittaacial 7 Q. ljust have one question on re-direct, arglighio

8 statement. They just put the numbers togeffieere's 8 Mr Acklam.

9 no signing at the end: this is audited. Megtiere's 9 You were being asked questions abouttaopar
10 no verification these numbers are accurate. 10 Mr Howard's second expert report about picisee
11 MR NEWING: No further questions. Thank you. 11 resources and ex-ante; do you remember that?
12 MR DRYMER: Is there any indication that theytraccurate? 12 A. (Mr Acklam) | do, yes.

13 A. (Mr Duarte-Silva) No. They just received thenbers 13 Q. Okay. Can we pull up Mr Howard's second expeort,
14 and put them together. 14 and if we can go to page 16, paragraph 62.
15 MR DRYMER: And when you say that the calculai®n 15 Mr Acklam, is paragraph 62 what you weying to
16 unreliable, remind me, please, what the stahitr 16 recall?
17 reliability is that you apply, that you use? 17 A. (Mr Acklam) Yes, it is.
18 A. (Mr Duarte-Silva) For sunk costs to have bieenrred 18 MR PILAWA: Thank you.
19 there should have been disbursement of amotilihiere's 19 No further questions from me, Madam Elesgi
20 no indication they were disbursed. 20 THE PRESIDENT: Thank you.
21 | would expect, if the evidence is gdindpe based 21 (3.48 pm)
22 on financial statements, for those finarstialements 22 Questions from THE TRIBUNAL
23 to be audited. They are not audited. Megthiay're 23 THE PRESIDENT: | have questions, which in lgoge have
24 not verified for accuracy. 24 been asked, about the sunk cost reliabilityere's
25 MR DRYMER: You know this as well as anybodystts the 25 three categories of sunk costs claimed,:rigbte is
Page 205 Page 207
15145 1 sort of argument that occurs regularithis sort of 15:48 1 the amount paid to acquire AOG. Thabisdisputed.

2 context. 2 Or is that disputed?

3 Is there a standard for reliability or 3 A. (Mr Duarte-Silva) We are not disputing that.

4 unreliability? | don't know the answer tottha 4 THE PRESIDENT: No. Then the second one is tlyeneat for

5 guestion. I'm asking you as an expert. 5 the royalty in January 2015. That is not dieg

6 A. (Mr Duarte-Silva) In almost all cases where in 6 either, or is it?

7 arbitrations a claimant makes a claim forsost 7 A. (Mr Duarte-Silva) We're not disputing it.

8 incurred, we expect to see proofs of paymetitase. 8 THE PRESIDENT: So what you have said about tble dé

9 And I've worked in numerous arbitrations whactually 9 reliability is about the third category. Thethe
10 the bulk of the work was checking the praffpayment. 10  expenditures. Do | understand this corréctly
11 And there is no proof of payment here. 11 A. (Mr Duarte-Silva) Yes, that is correct. Aslitle 11
12 MR DRYMER: Sois it that one is unable to detaerthe 12 perhaps explains that more clearly thanegpernt
13 reliability, or that it is unreliable? Mayt®t's 13 itself. It says:

14 a lawyer's question, not a financial expeg®stion, 14 "The sunk cost calculation of 2.8 millionis
15 but | put it to you anyways, as somebody hdmbeen in 15 unreliable."
16 this situation many times before. 16 So it's that third category.
17 A. (Mr Duarte-Silva) I'm going to hesitate nawise the 17 THE PRESIDENT: Good. And I think you've expkadinvhy you
18 word "reliable” based on that question. Bubuld say 18  consider it unreliable, so | will not belabdhat.
19 I look at these numbers and | don't knovuéfytre true 19 So that leads us, then, to the end of you
20 or not. 20 examination, gentlemen. Thank you.
21 MR DRYMER: Very good. 21 DR DUARTE-SILVA: Thank you.
22 A. (Mr Duarte-Silva) And | don't know, if for ample they 22 MR ACKLAM: Thank you.
23 were invoiced for a thousand dollars, dig thetually 23 THE PRESIDENT: So today we were extremely -- waue
24 pay those thousand dollars, or are theytijysig to 24 extremely efficient, | would say. We coulatély
25 get those thousands now. 25 follow the pace.
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15:50 1 No, so | think we need to briefly diss now what 15:53 1 compulsory access order under ArticlefZ8@Geology
2 we do tomorrow. There's a few points thafTtleunal 2 Act, and then; the suspension of the Arti€e 2
3 would like, indications that the Tribunal wdlike to 3 proceedings. That is one topic.
4 give you. 4 Another topic is the EIA, and that coversasures
5 First, there's a question and it's a $mplestion 5 11-14, and there we have been struck by tyects on
6 for the Respondent, but it's a clarificatigour 6 which you may want to give us more clarifioatibut of
7 request for relief, paragraph 737 of the Refer, says 7 course you may have other aspects about théhgt you
8 simply dismiss the claims. Do you mean disrtiie 8 wish to stress. On the one hand Mr LewisarpH in
9 claims as a matter of merit? | understantytha also 9 his oral evidence that the EIA issue wasinkifyou
10 seek a declaration that there is no jurisgtictlt's 10 said the nail in the coffin or the death blow
11 just to have clarity on what the requests are 11 however you want to call it. And on the oftree have
12 MR ANWAY: Is that a question that you would like to put 12 also heard that the Claimant made a volurnuffiey to
13 on the agenda for tomorrow? 13 conduct preliminary EIAs, and how can weHis
14 THE PRESIDENT: You could say "Yes" now, if teatght. 14 together, we are not certain about that.
15 Or if it requires an explanation, then yoll give the 15 And the third and last point is the Smi#nnow
16 explanation tomorrow. 16 I've covered Kriva Ol'ka, and then the ElAaskhcovered
17 MR ANWAY: To be clear, we request dismissalref tlaim on 17 everything, and now I'm going to Smilno -thie road
18 jurisdictional grounds. We also request thatclaim 18 issue. We have heard a lot about the rcae ithis
19 be denied on the merits. Even if thererisdiction 19 week, so you don't have to repeat all of wieaheard.
20 and liability found, we request that it beigd on 20 However, we noted that the courts haledran this
21 causation. And even if that were all wromg,still 21 issue. The Claimant's legal expert -- bafiees have
22 request that the claim be rejected becaese tave 22 given their views on the road characterisatiBut
23 been no damages. 23 we've also noted that the Claimant's legaéebsaid
24 THE PRESIDENT: Fine. 24 there is no reason to doubt the independsfrite
25 MR ANWAY: In addition, of course, to our requést costs. 25 courts in making these decisions. We'réhaat to
Page 209 Page 211
15:51 1 THE PRESIDENT: That is in your request fdiefe 1556 1 decide on the domestic law issue of wps bf a road
2 Absolutely. 2 this is. We're here to decide whether whatenee
3 Fine, so that is clarified, and we nowenh#n 3 state did was a breach of an internationabsial.
4 the transcript. 4 And so how do we bring these issues togethbrthe
5 For the rest we have asked ourselves etheh 5 international standard; what exactly is being
6 we have specific questions, and we don't thiekhave 6 challenged, and obviously what is disputetherother
7 specific questions because you covered thendrquite 7 side.
8 well in your written submissions and in therse of 8 I think that is all we had to say in terofis
9 the hearing. 9 substance, and we can discuss how we pro&edet
10 But we have a number of areas on whigloitid be 10 me just turn to my co-arbitrators to make durave
11 helpful for us if you would like to focus trose 11 covered the discussion we had over lunch.
12 areas. We do not expect you to address rat 12 PROFESSOR SANDS: You have indeed, Madam Presiden
13 a prohibition, but it's an indication that thienk 13 For both parties, just in relation to tet
14 we have what we need to rule on these paiats: 14 point, it's Day 4 of the transcript, pageiB4yhich
15 specific interest in jurisdiction; none isugs of 15 Mr Fogas says at lines 24 and 25 onwardsation to
16 attribution, and; none in issues of techracal 16 the question of the status of this thingm-rot
17 guantum evidence. 17 going to call it anything myself: it is oneseveral
18 Now, where it may be helpful that youradd us 18 questions to which there is no clear answer.
19 would be -- and | take the list of measunes we were 19 On the basis of -
20 presented in opening, there's a chart tHabevivell 20 THE PRESIDENT: This is, of course, the Respot'slenpert.
21 known. We would appreciate if you could starige your 21 PROFESSOR SANDS: Yes, the Respondent's expeRolyhs,
22 positions, including of course by adding wikatew as 22 I think it was.
23 a result of the evidence on the measures enauil8, 9 23 On the basis of that answer, what'stteery of
24 and 10, which is: the MoA's failure to apprthe lease 24 the case on the side of the Respondentatiaelto
25 extension, the refusal by the MoE to graat th 25 that issue -- and obviously for -- sorry, hikdhe
Page 210 Page 212
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15558 1 Claimant's view on that, on the theorthefcase; how 16:01 1 MR NEWING: 10.30 would be good with us.

2 do you make a case, that being the evideAcePit 2 MR ANWAY: | promise we won't be preparing slidbst yes,

3 would be good also obviously to hear fromRlespondent 3 | think 10.30 would be helpful. A little eattime.

4 on the same point. 4 THE PRESIDENT: That's fine.

5 THE PRESIDENT: And of course the Claimant wil@include 5 MR NEWING: Thank you very much.

6 the evidence of the Claimant's expert onigisise. 6 THE PRESIDENT: No objection from this side.

7 Professor Stevcek was the ... 7 Good. Is there anything else that younwas

8 PROFESSOR SANDS: Yes. 8 raise?

9 THE PRESIDENT: Good. 9 MR NEWING: No, not from my side. Sorry, Mr Tusgham is
10 So we had said an hour. That has beenved for 10 sitting behind me so just making sure | aken his
11 tomorrow. Maybe you don't need an hous. ujp to 11 view.

12 you. And as we mentioned already yestesdayjon't 12 MR ANWAY: Nothing from Respondent.
13 look for slide presentations. If it's helgfuyou to 13 THE PRESIDENT: Nothing from your side.
14 have a few slides, of course you're not defroam 14 Then | wish everyone a good evening agitl see
15 doing it. 15 each other tomorrow at 10.30.
16 Should we start at 9.30, as we had stbedinen 16 MR NEWING: Thank you very much.
17 first hear the Claimant, and then hear trepRedent, 17 THE PRESIDENT: Thank you.
18 and then wrap up with procedural issues? 18 (4.02 pm)
19 And | can say that what you have mentidhis 19 (The hearing adjourned until 10.30 am the ¥alhgy day)
20 morning about no procedural -- no post-hedbiiefs is 20
21 fine with the Tribunal. And the deadlinestfee 21
22 corrections of the transcript and the marking 22
23 confidential of the recording and the traipsds, of 23
24 course, fine, and costs statement as wedl.didh't 24
25 see any other point with respect to furtmecgss that 25
Page 213 Page 215
16:00 1 we need to address.

2 So that would be the programme for tomerrtf

3 there's anything that you would like to raisev, or
4 any clarification that you need.

5 PROFESSOR SANDS: Just to come in on this issu@s

6 Professor Stevcek who made that statementyistgike,

7 not Professor Fogas. It was the Claimanpsrx

8 THE PRESIDENT: So your reference was Stevcek.

9 PROFESSOR SANDS: Stevcek, yes, Day 4, pages.33-35
10 My apologies.

11 MR DRYMER: Is the hour total, or half hour each?
12 THE PRESIDENT: We had said an hour each.
13 MR DRYMER: Okay.
14 THE PRESIDENT: So maybe we stick to the ruleswe have
15 set, unless you want to change them, and that
16 agreement.
17 MR NEWING: |don'tintend to change that rulled &his is
18 something | haven't yet had a chance to véatbethe
19 other side. But on the basis that we'rénaving
20 post-hearing briefs, we were wondering wretieemight
21 be able to start a little later tomorrowjusst give
22 ourselves a bit more time in the morningrialise any
23 preparation, on the basis that it's only@ur leach
24 anyway?
25 THE PRESIDENT: Yes. 10.00, 10.30?
Page 214
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