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

APPLI CATI ONS OF FRANKLI N

MOUNTAI N ENERGY 3, LLC FOR

COVPULSORY POOLI NG AND NOTI CE OF Case Nos.
OVERLAPPI NG SPACI NG UNI' T, LEA 23833- 23840
COUNTY, NEW MEXI CO

APPLI CATI ONS OF MRC PERM AN
COMPANY FOR COMPULSORY POOLI NG Case Nos.
LEA COUNTY, NEW MEXI CO 24142- 24145

APPLI CATI ONS OF MRC PERM AN

COVPANY FOR APPROVAL OF AN

OVERLAPPI NG HORI ZONTAL WELL Case No.
SPACI NG UNI' T AND COMPULSORY 23961- 23964
POOLI NG, LEA COUNTY, NEW MEXI CO
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PROCEEDI NGS

THE HEARI NG EXAM NER: It is 8:59 a.m
on February the 8th. Let's go on the record in case
nunmbers 23833, '35, '38, '39; 24110, '111, '112, '115;
and case nunbers 23961 through '64; 24142 through
24145. | amintentionally calling cases that were
di sm ssed Monday to clarify the record in those cases.

But first, I want to do a sound check
with our technical exam ner, who's in Aztec, John
Garcia. M. Garcia, can you hear nme?

MR. GARCIA: | can hear you perfectly.

THE HEARI NG EXAM NER: Ckay, great. |
can hear you perfectly as well.

Okay. M. Court Reporter, are you

ready?

THE REPORTER:  Yes.

THE HEARI NG EXAM NER: Ckay, sounds
good.

Sheila, are you ready?

MS. APODACA: Yes, ready.

THE HEARI NG EXAM NER: Let's begin with
this notice of dismssal. | have a notice of

dism ssal filed on February 5th at 5 p. m
M. Feldewert, are you representing MRC

t hi s norning?
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MR. FELDEWERT: Yes, sir.

THE HEARI NG EXAM NER:  Ckay, thanks.
Do you have any pro counsel with you?

MR. FELDEWERT: | do not.

THE HEARI NG EXAM NER:  Ckay.

Al right. And Ms. Bennett, are you
representing Franklin Muntain?

M5. BENNETT: -- | amfromthe Modrall
Sperling office as well.

THE HEARI NG EXAM NER:  Good nor ni ng.

MR. FELDEWERT: Good norni ng.

MS. MCLEAN: Good nor ni ng,
M. Exam ner. Jaclyn MLean on behalf of Arnstrong
and Sl ash, and I don't anticipate that we'll have any
guestions today.

THE HEARI NG EXAM NER:  Thank you.
Mor ni ng.

M. Feldewert, | was |ooking at your
pre-hearing statenent filed on Friday, where you
di scuss your conpeting applications, that you will be
di sm ssing the Whl fcanp conpeting applications, but
t hat the Bone Spring conpeting applications would nove
forward, and then you di sm ssed the Bone Spring
conpeting applications. Wuld you like to explain

why ?
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VR. FELDEWERT:

Yes, | can. [It's going

to be part of nmy opening statenent.

THE HEARI NG EXAM NER:  Oh, you have an

openi ng statenent?
MR. FELDEWERT:

explain all this.

| do, yeah, to help

THE HEARI NG EXAM NER.  Okay, very good.

Ms. Bennett, we'd start with your opening statenent,

but because M. Feldewert needs to clarify to me why

there were these | ate-m nute changes, and how t hat

m ght affect your cases, I'mgoing to start with his

openi ng statenent; okay?

So M. Feldewert, would you

begin -- oh, wait. |'msorry,

| ooks |i ke we have Ms. Ryan.

hold on a second. | t

M5. RYAN: Thank you. Yes. Can y'all

hear me?

THE HEARI NG EXAM NER: Perfectly.

M5. RYAN:. Ckay,

thank you. Yes. |I'm

just needing to nmake an entry of appearance for COG

Oper ati ng.

THE HEARI NG EXAM NER: Ckay, wonderful .
Now, Sheila, | can't see Ms. Ryan. |s there a reason
why ?

MR. FELDEWERT:

She shows up on our
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screen.
THE HEARI NG EXAM NER:  She is?
MR. FELDEWERT: Yeah. At |east on
m ne
MR. GARCIA: It mght be a setting on
your personal screen. | have m ne on the |ayout, as

stack, and so whoever's tal king shows up as they're
t al ki ng.

THE HEARI NG EXAM NER: Thank you,
M. Garcia. | think Sheila is trying to set the
| ayout, because that's the screen I'mlooking at. So
anyway, |'ll let Sheila do that while we hear from
M. Feldewert. Sorry for the interruption.

MR. FELDEWERT: No problem

So, explanation is that the
recent -- so when we filed the pre-hearing statenent,
we didn't have their filings yet; okay? Call that.
And with those filings, they denponstrated that
Franklin Mountain had actually increased its working
Interest in the proposed units, to the point where it
justified dismssal of MRC s conpeting pooling cases,
which is what we did early this week.

Because MRC agrees with Franklin
Mount ai n that, under precedent established by the

Di vi sion and the Comm ssion, unless you've got
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conpel i ng evidence that one devel opnent plan is
better than the other; okay? W rking interest in the
di sputed acreage is a controlling factor in awarding
oper ati ons.

And here, Franklin Muntain clearly has
the nost interest in these spacing units. And there's
really no dispute between the well spacing, the target
Intervals, or simlar technical evidence. The only
I ssue, the only issue is what we recently discover ed;
okay? And that is that it appears that they intend to
overlap their cross-state units going south with their
360-acreage units for satellite wells going north.

And that overlap is going to occur
along the entirety of the north half, the north half
of section 36. \Which raises concerns about the inpact
on the correlative rights of MRC and ot her worKking
I nterest owners, that they seek to pool into these
Ccross-state units.

Because by statute, M. Exam ner,
production fromwells in pool ed spacing units nust be
shared on a straight-acreage basis, neaning that if
you pool eight 40-acre tracts to create a 320-acre
hori zontal well-spacing unit, the production from
wells within that spacing unit is allocated one-eighth

to each of those 40-acre tracts. That's how it's
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required to be done under the pooling statute.

That's why, for exanple, operators cone
in, and they always show that each tract in the
proposed spacing unit will contribute proportionately
to the well bore. That's why they do it. In this
case, the proposed overlap here and its inpact on
correlative rights remains a nmystery to ne; okay? And
| et me show you why, if | may share.

So when | first learned this overlap, |
reviewed the division's files for the satellite wells,
because they had gotten pooling orders. And they were
under cases 23829 through 23832. And the case files
are basically the sanme, so | just pulled up case file
23829; okay? That's what you have up here in front of
you.

And when you go to page 23 of the PDF
that they filed in the case, you'll see that the
satellite wells seek to essentially target the sane
i ntervals that they seek to target with the
cross-state wells. In this case, being a WIfcanp
spacing unit, the Wl fcanp A and the Wl fcanp B.
That's the starting point -- sane interval, sane
reservoir.

Then you go to their PDF page 17, and

you see what they filed, and indicated to the division
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in that case. O course, MRC was not a party, nor
were the other working interest owners in the
cross-state units.

And they indicated in that hearing that
they intend to overlap their satellite spacing units
going north, with their cross-state spacing units
goi ng south, in the north half of the north half of
section 36. That's this area right here.

And this indicates, according to their
diagram-- and | know it's just a diagram-- indicates
that -- well, that satellite wells are going to go
about halfway into each 40-acre tracts, in the north
hal f of the north half. And the cross-state wells are
going to go about halfway into that tract in the north
hal f of the north half.

It was a little confusing, because then
when | went to their PDF page 18 -- this is their
Wbl f canp spacing units. The way they have it drawn,
it doesn't show them going into the north half of the
north half. Now, |'massum ng that was a m stake, but
it does raise some confusion.

So, | said, "Well, let's take a | ook at
the C-102s for the satellite wells that they filed in
t hat case"; okay?

MS. BENNETT: M. Exam ner, | feel |ike
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this is going alittle bit beyond an opening
statenent. And none of these -- well, these

were submtted to the Division. We did not

exhi bits

have any

I ndi cation that M. Feldewert was going to be delving

into the satellite cases in such detail

' m happy to answer, and our w tnesses

are happy to answer, any questi ons about these

exhi bits, because it's very straightforward and

there's really no dispute about it. But | would just

like to raise an objection for the record.
MR. FELDEWERT: All |'m doing
expl ai ni ng why we're confused.
THE HEARI NG EXAM NER: | unde

"' m going to sustain the objection. This is

I's just

r st and.

not in

evi dence. Let's just keep your opening statenment a

little bit nore general. This isn't hel ping
either, seeing this -- it's not hel ping your
ri ght now.

So can you just keep your ope

me

poi nt

ni ng

statenment very general, and tell me why did you

wi t hdraw, why did you dism ss, all of your cases that

were going to hearing today, and what you intend to

ei ther show, or -- because | -- are you presenting any

evi dence today?

MR. FELDEWERT: Yes.
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THE HEARI NG EXAM NER: Good. Okay. Do
you have any w tnesses today?

MR. FELDEWERT: Yes.

THE HEARI NG EXAM NER: You do? Are
your w tnesses here today?

MR. FELDEWERT: No; he's going to
appear by video.

THE HEARI NG EXAM NER: That's fi ne.

And Ms. Bennett, your wi tnesses are
here today?

MS. BENNETT: Yes.

THE HEARI NG EXAM NER: Ckay. All
right. We're here at an adm nistrative hearing. The
standard of evidence is preponderance of evidence.
What do you propose to show?

MR. FELDEWERT: Your pooling
statute -- or pooling applications, as | understand
it -- and | was going to tell you why |I'm confused,
and remain confused, but we can deal with that another
time; okay? M point is, as | read their pooling
applications, they cannot neet the standard under the
stat ute.

THE HEARI NG EXAM NER:  Ckay.

MR. FELDEWERT: 70-2-17, which | can

tal k about, if you'd Iike. O we can wait.
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THE HEARI NG EXAM NER: Very sinply, in
pl ain English, why can they not neet their burden of
per suasi on?

MR. FELDEWERT: Because under their
plan, the tracts in the north half of the north half
of section 36 will not contribute proportionately to
the wells that they intend to drill in their
cross-state spacing units. Either because they're not
going to have any perforations in the cross-state
wells into the north half of the north half of 36, or
the north half of the north half of 36 is going to
have both satellite unit wells and cross-state unit
wells in the spacing unit, thereby having two straws
in the sanme reservoir.

And what's inportant here, and realize
this -- this is why |I got the diagram okay? And
actually, this one we did have in evidence; okay?

THE HEARI NG EXAM NER: ' msorry. \hat
did you say about evi dence?

MR. FELDEWERT: This one is -- this is
our Exhibit C 1.

THE HEARI NG EXAM NER: This is your
Exhibit C-1?

MR. FELDEWERT: Yeah, this is our
Exhibit CG1. So it's not like I'"'mgoing into
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everything that we didn't have, but | was trying to
explain -- but anyway.

The owners in the cross-state units
down here in the south don't share in the production
fromthe satellite wells. They don't. It's not part
of their spacing unit. So whatever the satellite
wells are going to suck out of the north half of the
north half of 36 go directly to the benefit of the
satellite owners, to the detrinent to the correlative
rights -- detrinment of the owners in section one, and
the owners in the south half of 36.

And the pooling statute does not |et
you do that. That's ny point, and | could explain it
further |ater.

THE HEARI NG EXAM NER: Ckay. I
under stand the point.

MR. FELDEWERT: Thank you.

THE HEARI NG EXAM NER:  Thank you.

Ms. Bennett?

MS. BENNETT: Good norni ng, and thank
you, M. Exam ner.

M. Fel dewert agrees that, under the
Division's -- well, let me start fresh. The Division
has seven factors, nore or less, to determne howto

eval uate conpeting proposals, conpeting applications,
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and contested cases.

And all things being equal, one of the
factors is working interest control. And the Division
has said, when everything else is equal, working
i nterest control is the conpelling -- the nobst
controlling factor.

THE HEARI NG EXAM NER: But let ne stop
you there for just a nmonent. We don't have conpeting
applications anynore.

MS. BENNETT: No, we don't. No, we
don't.

THE HEARI NG EXAM NER: So one of the
things 1'd |like you to address in your opening
statenment is, how does the dism ssal of the conpeting
applications affect your case, if at all? So pl ease
keep that in mnd as you' re giving me your opening
statement. Want to take a nonent?

MS. BENNETT: No, thank you. So in
fact, the dism ssal does not affect our case
what soever.

THE HEARI NG EXAM NER:  Ckay.

M5. BENNET: We would have filed
different exhibits, obviously, that didn't conpare and
contrast Franklin Mountain Energy's plan with MRC s

pl an, had we known. Ilt's alittle unfortunate, 1|'d
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say, or prejudicial, that MRC waited until the
el eventh hour to dismss its applications, after we'd
already filed, and the parties had spent a good anount
of time preparing the exhibits.

So our exhibits would have | ooked
different, because it woul d have been, essentially, a
non-cont ested case, except for, apparently, this issue
about the overlap in section 36. And with all due
respect to M. Feldewert, he is not a reservoir
engi neer. He does not have any experience on whet her
codevel opi ng these four sections will negatively
| npact correlative rights.

That's a fact issue that we'll be
t al ki ng about today, and we have w tnesses here who
wi ||l be addressing that, and who will denonstrate that
this is not going to negatively inpact the correlative
rights of the section 1 or section 36 owners, because
the cross wells and the satellite wells wll be

accessing reserves that neither of those wells could

ordinarily access, due to setbacks and drilling
curves. And so our witnesses will be testifying to
t hat .

But | did want to just reiterate,
t hough, that Franklin Mountain Energy 3 does have the

maj ority working interest here. NMRC has three
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percent, approximately, in the Wl fcanp, and

like -- let's say -- | don't have it nmenorized, but 12
percent in the Wil fcanp. | nmay have that
backwards -- 12 percent in the Bone Spring; 3 percent

in the Wbl fcanp.

And so, you know, their conplaint about
the overlap sort of falls on deaf ears, because of the
| ow anmobunt of working interest they have. Certainly,
the statute is designed to protect working interest
owners, no matter what percentage they have.

But Franklin Mountain Energy 3, as
you' ve seen or will see fromthe testinony today, has
been working diligently with third-party non-operators
in this area, and has been explaining its devel opnent
pl an, has been getting those folks commtted, and has
been working to develop this acreage as it intends to.
And so that's Franklin Mountain Energy 3's plan, is to
codevel op these four sections, using a single set of
surface facilities which will allow Franklin Muntain
Energy 3 to access nore reserves, while at the sane
time mnimzing surface inpacts and costs, which is
beneficial to everyone, including MRC

THE HEARI NG EXAM NER: Ms. Bennett?

MS. BENNETT: Yes?

THE HEARI NG EXAM NER: Cases 23833,
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'35, '"38, and '39 deal with the cross-state wells,
which M. Feldewert is objecting to. But | wonder, do
you understand if there is an objection to 24110,
111, '112, and ' 1157

MS. BENNETT: That's ny understandi ng,
based on the notice of dism ssal that M. Fel dewert
filed in the Bone Spring cases. That it's the sane
basis of an objection as the Wl fcanp cases.

THE HEARI NG EXAM NER: Ckay. So do you
want to give ne a roadmap to the evidence that you're
going to present today?

MS. BENNETT: Yes, thank you. Qur
first witness will be Lee Zink, who's a
| andman -- Director of Land, actually, at Franklin
Mountain Energy 3. And our intent had been to go
t hrough sone of the basic | and questions, but we may
just want to skip to the chase.

But he is going to give sone
I nformati on about the spacing units, the ownership in
the spacing units, as well as sone information about
t he overlapping units, and the work that Franklin

Mount ai n Energy has done to date to develop this

acr eage.
THE HEARI NG EXAM NER:  |'m going to
i nterrupt you for a nonent. To keep this hearing
Page 20
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efficient for everyone, it seens to ne that we have a
very discrete issue here today that M. Feldewert is
raising. So I'mgoing to ask himto put that discrete
| ssue on the record.

And if there are witnesses and evidence
that he is not objecting to, then we'll get them
adm tted through stipulation. But | need to clarify
wth him-- so when you're done, I'mgoing to ask him
to clarify his issue, and what he is objecting to in
your evidence. So please continue.

MS. BENNETT: Thank you. The next
wtness we'll be calling is Ben Kessel. He's a
geol ogi st with Franklin Mountain Energy 3, and he's
previously testified before the Division. And his
credentials have been accepted as a matter of record,
and | believe his testinmony is |ikely undi sputed. But
he will be testifying about the geologic formations in
t he Wol f canp and Bone Spring here.

THE HEARI NG EXAM NER: How do you
have -- is there an index to your exhibits? | don't
have one in this book you gave ne. |s there one
online |I would find?

MS. BENNETT: No, M. Chakalian -- or
M. Hearing Exam ner, | apologize. Qur table of

contents was inadvertently omtted, but his exhibits

Page 21

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



© 00 N oo o b~ W N P

N T T N N T e e e R R R N T e
o A W N P O © 0O N O 0o~ W N +—» O

are behind tab C in the notebook.

THE HEARI NG EXAM NER:  So | have
M. Zink behind tab B?

MS. BENNETT: Yes.

THE HEARI NG EXAM NER: Then | have tab
A?

MS. BENNETT: Yes.

THE HEARI NG EXAM NER: Ckay. And
what's behind tab A?

MS. BENNETT: Tab A is the conpul sory
pool i ng checklists.

THE HEARI NG EXAM NER: \What's behi nd
tab C?

MS. BENNETT: M. Kessel's geol ogy
st udi es.

THE HEARI NG EXAM NER: Fantastic. D?

MS. BENNETT: Dis M. Cory MCoy's
reservoir engi neer studies.

THE HEARI NG EXAM NER:  And it | ooks
li ke the last tab | have is C --

MS. BENNETT: E.

THE HEARI NG EXAM NER: But it says C.
That's supposed to be an E?

MS. BENNETT: E, yeabh.

THE HEARI NG EXAM NER:  Hold on a
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second.

MS. BENNETT: Sorry about that.

THE HEARI NG EXAM NER:  And what's
behi nd door nunber E?

MS5. BENNETT: E is our notice
materials. That's ny declarations and the proof of
noti ce.

THE HEARI NG EXAM NER: Are all of your
W t nesses -- have they all been previously qualified
as experts here?

MS. BENNETT: No, M. Hearing Exam ner.
M. MCoy has not previously testified before the
Di vision, but he did include a copy of his resune wth
his testinmony. But M. Zink and M. Kessel have both
been qualified by the Division in their respective
fields.

THE HEARI NG EXAM NER: So M. McCoy is
whi ch tab?

MS. BENNETT: D

THE HEARI NG EXAM NER: D? Ckay. Are
you done w th your roadmap?

MS. BENNETT: Well -- yes.

THE HEARI NG EXAM NER: Ckay. What do
you believe this evidence will show the Division?

MS. BENNETT: The evidence from
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M. Zink and M. McCoy wll show the Divi

respect to the limted question that M.

rai sing, that FME 3's devel opnent plan is not going to

lead to the dilution or dimnution of correlative

rights that M. Fel dewert is suggesti ng;

this is a thoughtful approach to codevel opi ng four

sections that will actually benefit all of the owners.
THE HEARI NG EXAM NER:  And I'll get to

M. Feldewert in a mnute, but do you understand that

he is -- that MRC is proposing an alternative

devel opnment? O is he just objecting to

devel opnent ?

M5. BENNETT: It's ny understanding

that MRC is only objecting to our -- excuse ne. To

Franklin Mountain Energy 3's devel opnent,
proposi ng an alternative.
THE HEARI NG EXAM NER:  But

was proposing an alternative.

MS. BENNETT: MRC was proposi ng an

alternative.

THE HEARI NG EXAM NER:  And in your

under st andi ng, why is he not?
MS. BENNETT: Because of t
wor ki ng interest control factor. It woul

basically. I'msort of putting words in

sion, with

Fel dewert is

that in fact,

your

and i s not

he was. He

he majority

d be futile,
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M. Feldewert's mouth, but --

THE HEARI NG EXAM NER

your under st andi ng.

under st andi ng.

earlier today,

MS. BENNETT: That would be ny

And that's based on

that MRC has seen the amobunt of the

wor ki ng interest control that Frankl

3 has anmmssed i

n these units, and that justified

di sm ssal . And he noted that under

there's conpel |l

argue would al so weigh in favor

Energy 3, worKki

M . Fel dewert -

statenent, on page four -- no. In your prehearing
statenent, on page si X,

sentence: "MRC contends that the applications filed

I ng other argunents,

ng interest is controlling.

THE HEARI NG EXAM NER
- are you finished?

MS. BENNETT: | ant t
THE HEARI NG EXAM NER

So M. Feldewert, in

by Franklin Muntain under cases" --

here today --

for the proposed cross-state wells nust |ikely be

di sm ssed. "

seeking to pool the Wl fcanp formation

Now, by ny understandi ng of today's

of Franklin Mountain

you end with the foll ow ng

| am asking for

his representation

i n Mountain Energy

precedent, unless

whi ch we woul d

So

hank you.

Ckay.

your prehearing

t he ones we're

Page 25

Veritext Lega Solutions

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



© 00 N oo o b~ wWw N

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

cases, we al so have the cases for the well named
Butter Cup. Wiy did you not include --

MR. FELDEWERT: No, not Butter Cup.
Cross-state, but it'd be the Bone Spring.

THE HEARI NG EXAM NER:  Well, |'m going
by the docket that was published.

MR. FELDEWERT: Oh. Yeah, | think the
docket had a m stake. Well, it's their cases; right?
| think they said Butter Cup instead of cross-state;
Is that right? O is it vice versa?

THE HEARI NG EXAM NER:  So during this
entire hearing today, so please just address ne, and
then 1"l find out from M. Bennett what's going on.
But are you saying, then, that your statenent here,
"The proposed cross-state wells nust |ikely be
di sm ssed,"” applies to all eight of today's cases that
we' re hearing?

MR. FELDEWERT: Yes, because what we
| earned after that prehearing statenment was fil ed,
based on what they filed, is that they also intend to
overlap the Bone Spring spacing units, in a fashion
either identical or simlar to what they were doing
for the Wil fcanp cases. We didn't know that until
after they filed their materials.

THE HEARI NG EXAM NER: So t hen your
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assertion is that all of the cases we're hearing today
shoul d be dism ssed by the division because of the
fundanmental error that you're pointing out?

MR. FELDEWERT: Yes. Yes.

THE HEARI NG EXAM NER: Ckay. All
right. Now, | asked Ms. Bennett to verbalize her
under st andi ng of the issue that you' re raising here
today, and I would like to hear it from you.

MR. FELDEWERT: Okay. All right. So
the MRC, and the other working interest owners they
seek to pool; okay? They have not agreed to any
proposed overlap. They didn't know anything about it,
had not been infornmed until these materials were filed
that they intend to overlap their Wl fcanp spacing
units and their cross-state spacing units with the
satellite spacing units; okay?

There's no information available in
their applications, in the public notice, or anything
el se, to inform about the nature of this proposed
overl ap, even after it was recently discovered. |If
t hey were seeking to pool the cross-state spacing
units, and develop themw th standard setbacks that
fully develop all the included tracks, we wouldn't be
here today.

But because -- and that's because they
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own nost of the interests, and there was no real

di spute over the devel opnent needs -- spacing unit,
target intervals, et cetera. But because they
apparently have previously undisclosed plans to
overlap these cross-state units going south with the
satellite units going north, and those satellite units
will be draining fromthe staying target zone as
cross-state units, that inpacts correlative rights
negatively, for MRC and the working interest owners in
the other tracts that they seek to include: the south
hal f of section 36 and section 31.

And under the pooling statute, all
orders -- and | have it --

THE HEARI NG EXAM NER: Can you neke
that bigger, so | can see it?

MR. FELDEWERT: Yeah. Thank you. |
ought to be able to make it bigger.

THE HEARI NG EXAM NER: Are you wanting
me to read the yell ow highlighted parts?

MR. FELDEWERT: Yes. Yeah.

THE HEARI NG EXAM NER: Ckay. Can you
go to the top of this for a nonment, so | can see the
top?

MR. FELDEWERT: Sure.

THE HEARI NG EXAM NER: COkay. Gve ne a
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monment .

MR. FELDEWERT: Certainly. Want ne to
scroll down?

THE HEARI NG EXAM NER: Not vyet. It's
fine where it is.

And Ms. Bennett, |I'Il give you a chance
to argue, because this is sort of a |egal argunent
we're dealing with now, not an evidentiary argunent.

Okay. Wuld you scroll down to the
hi ghl i ghted areas now?

MR. FELDEWERT: And | figured out how
to blowit up, if you need ne to. Want ne to blow it
up?

THE HEARI NG EXAM NER: No, that's okay.
And M. Feldewert, you filed a notion regarding the
al |l eged defective notice in this case; right?

MR. FELDEWERT: Filed a notion to
continue the case so that we could uncover a little
bit nmore about this, yes. On the grounds that we
didn't know -- and | still don't know -- what they
intend to do here. | was going to show you why |
don't know.

THE HEARI NG EXAM NER: Ckay. So you
hi ghlighted this first section here. Wy did you

hi ghlight this first section?
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MR. FELDEWERT: So the first section is
the correlative rights; okay? Which basically says
t hat, what ever pooling orders you issue, you have to
ensure that they are upon such terns and conditions as
are just and reasonable, and will afford to the owner
or owners of each tract or interest in the unit the
opportunity to recover or receive w thout unnecessary
expense his just and fair share of the oil and gas.
That's the correlative rights issue. The second
hi ghl i ghting --

THE HEARI NG EXAM NER: But |'m asking
you, why did you highlight -- what point are you
maki ng by highlighting this part of seven?

MR. FELDEWERT: The point |I'm making is
that under this -- if this is what they're doing, if
they' re doing a spacing unit where they're going to
have part of the cross-state wells in the north half
of the north half of 36, and part of the satellite
wells in the north half of the north half of 36,
draining the sanme reservoir, that 40-acre tract is not
going to contribute proportionately to the production
fromthe cross-state wells. [It's going to contribute
| ess, because it's not going to be -- the cross-state
wells aren't going to devel op that 40-acre tract.

Unli ke all the other tracts, which are
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going to be fully developed with perforated intervals,
apparently the cross-state wells going into the north
hal f of the north half are only going to perforate
maybe, according to this diagram half of that 40-acre
tract. So it's not going to contribute
proportionately to the production fromthe well bores.

Yet, under the statute, the production
fromthat well bore is allocated proportionately on a
strai ght-acreage basis: one-eighth to each 40-acre
tract. Which neans that the owners in those | ower
tracts are getting -- their production's getting taken
away fromthem okay?

They're not getting their just and
equi tabl e share of the production, because one-eighth
of that production is going to a 40-acre tract that's
not proportionately contributing to the well bore.
That is the infringenent on correlative rights. |
hi ghl i ghted the second --

THE HEARI NG EXAM NER: | haven't read
t he second. Okay.

MR. FELDEWERT: That's the provision
t hat requires under pooling orders to be shared on a
strai ght-acreage basis. So if | got eight 40-acre
tracts, making a 320-acre spacing unit, one-eighth of

t he production is allocated to each 40-acre tract.
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That's why they all have to proportionately contribute
to the well bore.

THE HEARI NG EXAM NER: Okay. So for
t he record, your issues here today, in your own words,
are what ?

MR. FELDEWERT: |Is that first off, it
is unclear to the owners, including MRC, okay? What
they intend to do here with their overlap. It's not
clear. Secondly, if they are proposing to pool into
the cross-state unit a 40-acre tract that wll be
subj ect to drainage by the satellite wells, then that
40-acre tract is not going to contribute
proportionately to the production fromthe well bores.

THE HEARI NG EXAM NER: And who owns the
satellite wells?

MR. FELDEWERT: Good question. Don't
know. We're not in that spacing unit. [It's soneone
el se, but it's not any of the owners in the -- or not
all of the owners, certainly, in the south half of
section 36, or in section one. It's the owners in
sections 24, 25, and the north half of the north half
of 36. That's their spacing unit for the satellite
wel | s.

THE HEARI NG EXAM NER: | have one and

two. |Is there a three? Your points.
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MR. FELDEWERT: Yeah. M point being,
again, | don't know what they're doing; okay? But if
they're not putting any perforations in that 40-acre
tract; okay? That they seek to include in its
cross-state unit, then it certainly cannot contribute
proportionately to the production fromthe well bores.

THE HEARI NG EXAM NER: Okay. |Is there
a nunber four?

MR. FELDEWERT: That's it.

THE HEARI NG EXAM NER: Nunbered one
t hrough three?

MR. FELDEWERT: | think that's it,
yeah.

THE HEARI NG EXAM NER: Very good.

Al right, Ms. Bennett. You have your
wor k cut out for you, but you do understand the three
| ssues that they are raising here. Are there any
prelimnary matters we need to deal with before we
start?

MS. BENNETT: Would you like nme to
respond briefly to --

THE HEARI NG EXAM NER: No.

MS. BENNETT: Okay. And the
only -- well, | did think you were going to give ne an

opportunity to respond to the statutory text argunent.
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THE HEARI NG EXAM NER: | " m not asked to
make a ruling based on that argunment, so no, you don't
need to respond to it. That's just for ny
I nf ormati onal purposes, to understand what the issues
that are in contention today. Because if they're not
in contention, we don't need to make this difficult.

MS. BENNETT: | would |like to nake one
clarifying point, though.

THE HEARI NG EXAM NER: Go ahead.

MS. BENNETT: About the statute, which
is that nowhere does it say that each tract has to
contribute proportionately. And also, where it does
say each owner is entitled to his or her fair
share -- and |I' m paraphrasing here -- it's inportant,
| think, to recall that MRC does not have any
ownership interest in section 36 at all.

THE HEARI NG EXAM NER:  Ckay.

M5. BENNETT: And so MRC s fair share
wi Il be pooled from section one, and there's no
di spute about that.

THE HEARI NG EXAM NER: Ckay. And there
was the allegation that cases 24110, '11, '12, '15 are
m sl abel ed as Butter Cup?

MS. BENNETT: That is -- we submtted

t hose cases as cross-applications. The wells in those
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cases -- excuse ne. There are existing Bone Spring
wells called Butter Cup, and | think that's where the
confusion cane from

Qur applications are actually seeking
to dedicate a spacing unit to cross wells. | think --

THE HEARI NG EXAM NER: Cross-state, or
cross wells?

MS. BENNETT: Cross-state, yeah.
Cross-state.

THE HEARI NG EXAM NER: So these should
all have been |isted as cross-state, you're saying?

M5. BENNETT: That's correct.

THE HEARI NG EXAM NER: Ckay. That's
I mportant for ne. GOCkay. And do you know who owns
these satellite wells?

MS. BENNETT: Yes.

THE HEARI NG EXAM NER: Ch. Who?

M5. BENNETT: Well, it's Franklin
Mountain Energy 3 and its partners. And Franklin
Mount ai n Energy 3 has done a simlar anmnount of work in
the satellite units to acquire voluntary joinder. And
so it has worked diligently with the owners in the
satellite wells to get voluntary joinder in those
wel | s.

THE HEARI NG EXAM NER: So then you're
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sayi ng that you have a working interest in the
satellite wells, or you are the owner of the satellite
wel | s?

MS. BENNETT: Well, they're the
operator of -- Franklin Mouuntain Energy 3 is the
operator of the satellite wells, which | assunme nakes
them the owner. But everyone contributes to the cost
of the well.

THE HEARI NG EXAM NER:  Ckay. Let's
begin with your case-in-chief, if there are no other
prelimnary matters -- but it looks like there is.

MR. FELDEWERT: Sur e. M. Exam ner, ny
whol e purpose here was to try to nake this hearing
short; okay? That's why |I did what | did this week.
We don't have any objection to their evidence or their
W t nesses; okay?

|'"ve seen what they filed in their
case-in-chief. So ny intent is to focus ny
exam nation on the issue that | have raised, along
with what | would consider issues relevant to that.

THE HEARI NG EXAM NER: Perfect. Thank
you, Sir.

So why don't we start with admtting
your exhibits into evidence? Go right ahead.

M5. BENNETT: Thank you. So
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M. Exam ner, Franklin Mountain Energy filed exhibits
on | ast Thursday, and our exhibit packet did end up a
little bit out of order, unfortunately, and I

apol ogi ze for that. And so what we would |like to do

is admt the exhibits today, and then | can submt a

non- substanti ve revision, or packet, that corrects the

order.
THE HEARI NG EXAM NER:  And has an
I ndex?
MS5. BENNETT: And has an index, yes.
THE HEARI NG EXAM NER: Okay. Go ri ght
ahead.

MS. BENNETT: And so it's tab A, which
is the second tab --

THE HEARI NG EXAM NER: | see it.

MS. BENNETT: -- conpul sory pooling
checklists. Tab Bis the --

THE HEARI NG EXAM NER: Wait. Hold on.
Si nce we don't have an index, basically what is
contained in tab A?

M5. BENNETT: Tab A are the conpul sory
pool ing checklists for each case. So when we do a
pooling case, we have to submt a conpul sory pooling
checkl i st.

THE HEARI NG EXAM NER: So there are
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ei ght checklists in here, in A?

MS. BENNETT: There are.

THE HEARI NG EXAM NER: Ckay, very good.

M5. BENNETT: Tab B is the affidavit --

THE HEARI NG EXAM NER:  Well, can we do
them one at a tine?

MS. BENNETT: Certainly, yes. |
apol ogi ze.

THE HEARI NG EXAM NER: So are you
asking to admt what is in tab A which are eight
conpul sory pooling checklists?

MS. BENNETT: Yes, in all of the cases.

THE HEARI NG EXAM NER: Ckay, good.

And M. Feldewert, is there an
obj ection to tab A?

MR. FELDEWERT: Checklists? | nean,
it's not really evidence.

THE HEARI NG EXAM NER: Oh, it's not?

MR. FELDEWERT: They're forns that the
Division requires. It's like the applications. So |
woul dn't be able to object to them anyway.

THE HEARI NG EXAM NER: Didn't know
that, but thank you for that explanation. So they're
admtted -- tab Ais admtted into evidence.

Il
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(Exhibit A was marked for

i dentification and received into

evi dence.)

M5. BENNETT: Thank you. Tab B is the
affidavit of Lee Zink, the director of land. And
behind his affidavit are about -- | don't know, 30, 35
exhibits, which relate to -- the first set of his
exhi bits are overview exhibits that relate to al
cases. And then the next set of his exhibits are
separate exhibits for each case.

So the Division has us, you know, as we
do conpul sory pooling cases, we submt the
application, the |lease tract map, parties to be
pool ed, proposal l|etter and AFEs, summary of contacts.
So that's in the materials for each case.

| will note that we -- in the
I nterveni ng days between when we submtted our packet
and today, Franklin Muntain Energy 3 has actually
acquired nore interests in this acreage. And so we
woul d need to file anmended pool ed party lists, because
we need to renove unl eased m neral interests or
wor ki ng interest owners, | can't renmenber which one it
is, fromthe pooled party lists, because they have
entered into an agreenment since we filed our

mat eri al s.
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So | guess when | said non-substantive,
there will be some m nor substantive changes, because
of the changes to the pool ed parties.

THE HEARI NG EXAM NER:  Ckay.

M. Fel dewert?

MR. FELDEWERT: Oh, | have no objection
to what they fil ed.

THE HEARI NG EXAM NER: COkay, to what
they filed. But you are reserving objection to what
t hey may anmend?

MR. FELDEWERT: | haven't seen it yet,
so | would have to, yes.

THE HEARI NG EXAM NER:  Ckay. [ m not
sure how we will do that. Let ne think.

VWhen woul d you be able to file the
anmended exhibit?

M5. BENNETT: | think we can file them
by Monday at the |atest, maybe even tonorrow. But |
like to give nyself just a little tine.

THE HEARI NG EXAM NER: Monday at the
| atest? Al right. So we would need to |eave the
evidentiary record open?

M5. BENNETT: Yes. And we could
consult with M. Feldewert in advance of submtting

the exhibits, to make sure they're not objected to.
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THE HEARI NG EXAM NER: Okay. Then |

wi Il make the decision nowto |eave the evidentiary
record open until the close of business on Monday. |If
there's no objection, | would like you to file an

amended packet with the anended information in tab B
that we are now admtting into evidence, with the

i ndex and any ot her changes we di scuss today. But so
far, there's no objection to tab B, so tab B is
admtted into evidence. Go ahead.

(Exhibit B was marked for

i dentification and received into

evi dence.)

M5. BENNETT: Thank you. Tab Cis the
affidavit of Ben Kessel, the geologist. And behind
his affidavit are the usual suite of geol ogy exhibits:
| ocat or map, regional stress orientation, and then a
geol ogy study for the Bone Spring and for the
Wol f canp.

THE HEARI NG EXAM NER:  Ckay.

M. Fel dewert?

MR. FELDEWERT: No obj ecti on.

THE HEARI NG EXAM NER: They're adm tted
into evidence. D?

/1
/1
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(Exhibit C was marked for

i dentification and received into

evi dence.)

MS. BENNETT: D is the affidavit of
Cory McCoy.

THE HEARI NG EXAM NER:  \Who?

MS. BENNETT: Cory McCoy, MCCOY.

THE HEARI NG EXAM NER:  Ckay.

M5. BENNETT: And M. MCoy has not
previously testified before the Division, but we've
i ncl uded his resune as an exhibit. And his resune
shows over 10 or 15 years of experience in drilling,
reservoir engineering. He has worked in the Del aware
and Perm an basins. He's --

THE HEARI NG EXAM NER: Why don't you
let me review the CV, and we can see if there's an
objection to admtting himas an expert after | | ook
at it? So you're seeking to qualify himas an expert
i n what ?

M5. BENNETT: In petrol eum and
producti on engi neering.

THE HEARI NG EXAM NER: As a petrol eum
engi neer; right?

MS. BENNETT: Yes, and production

engi neeri ng.
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THE HEARI NG EXAM NER:  And production
engi neeri ng.

Okay. M. Feldewert, is there any
objection to admtting himas an expert?

MR. FELDEWERT: In petrol eum and
producti on engi neering?

THE HEARI NG EXAM NER:  Specifically.

MR. FELDEVERT: No.

THE HEARI NG EXAM NER: Ckay. M. MCoy
I's recogni zed as such.

So, you were talking about tab D?

M5. BENNETT: Mmhmm Tab Dis his
affidavit, and then behind his affidavit is his resume
conpari son between -- based on MRC s offsetting
acreage, the exhibits show ng the FME devel opnent
pl an, and a conparison of the AFEs -- the costs under
t he AFEs.

THE HEARI NG EXAM NER: Ckay. |Is there
any objection to admtting the evidence in tab D?

MR. FELDEWERT: No.

THE HEARI NG EXAM NER: Ckay. Tab Dis
admtted into evidence.

(Exhibit D was marked for

i dentification and received into

evi dence.)
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Let's proceed to E.

MS. BENNETT: Tab E is the
self-affirmed declaration of myself, several of them
where | affirmthat | -- we provided notice to the
wor ki ng interest owners and overriding royalty
I nterest owners that we're seeking to pool, and we
al so provide a notice of the overlap. And so that's
in the -- there's, | think, 150 pages of notice.

THE HEARI NG EXAM NER:  Ckay.

M. Fel dewert?

MR. FELDEWERT: Do | object to the
entry of the exhibits? No. Characterization, yes.
My point being, | don't think you provided anybody
noti ce of the overl ap.

THE HEARI NG EXAM NER: | know t hat.
But do you object to the adm ssion into evidence of
tab E?

MR. FELDEWERT: No, sir.

THE HEARI NG EXAM NER: Ckay. Tab E is
admtted into evidence.

(Exhibit E was marked for

I dentification and received into

evi dence.)

Are there any other exhibits that we

need to deal with? OCkay. Let's begin with your
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case-in-chief.

MS. BENNETT: Thank you very nmuch. At
this time, I1'd like to call nmy first witness, M. Lee
Zink. M. Zink is here in person.

THE HEARI NG EXAM NER: And M. Zink,
"1l ask the court reporter to swear you in. And then
you want to turn on your mcrophone; it's the button
on the right, and if it's green, it nmeans it's good.

THE REPORTER: Pl ease raise your right
hand.

VWHEREUPOQN,
LEE ZI NK
call ed as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothi ng but
the truth, was exam ned and testified as foll ows:
DI RECT EXAM NATI ON

BY MS. BENNETT:

Q Good norning, M. Zink.

A Mor ni ng.

Q Thanks for being here. Wuld you pl ease
state your nanme for the record?
Lee Zi nk.
And for whom do you work?

| work for Franklin Mountain Energy.

O >» O >

And in what capacity?
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A l'"mthe director of |and.

Q And how | ong have you worked for Franklin
Mount ai n Energy 37

A Two years. Just over two years.

Q Thank you. And you previously testified
before the Division, and your credentials have been
accepted as a matter of record?

A Yes.

Q You're famliar with the status of the | ands
that are the subject of these cases; right?

A Yes.

Q And are you famliar with the applications
that FME 3 filed in these cases?

A Yes.

Q You submtted an affidavit for your direct
testinmony; right?

A Correct.

Q And you prepared exhibits as well?

A Correct.

Q Do you have any changes to your exhibits
ot her than what we've di scussed today, which are the
pool ed party lists, the C-102s, and the organi zati onal
| ssues?

A Nope. Those are the three issues.

Q At this time, | would ask that you adopt
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your testinmony and exhibits.

A Yes.

Q As you've heard today, the only issue that
Is contested in these cases is whether Franklin
Mount ai n Energy 3's overlap or co-devel opnent of these
four sections will negatively inpact the owners, NMRC
Permian. Could you briefly state for the exam ners
why Franklin Mountain Energy 3's co-devel opnent w ||
not negatively inpact the other interest owners in the
Cross-units?

A Yes. So we've kind of thoughtfully and
efficiently kind of devel oped these units, these four
sections being, you know, stand-up sections above each
ot her, using the acreage that we own, the offset
acreage that we have in the area. And since
acquisition -- initial acquisition back in 2022 to
now, we have thought about a kind of holistic approach
to devel opnent of this area, and with having these
two -- these stacked units right next to each other.

And to effectively devel op the resource,
creating an overlapping unit, to reduce the setbacks
of those wells, to efficiently drain the resource
across those 40-acre laterals that each well bore
contri butes to.

Q And we have this exhibit, which is Exhibit
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B-6. Does this show what you were tal king about, the
hol i stic approach that Franklin Mountain Energy 3 is
t aki ng?

A That's correct.

Q And so is it your understandi ng that what

we're tal king about here today are the cross-units?

A The cross-unit, yes. Correct.
Q And the satellite wells that are being
proposed, or that will codevelop with the cross, are

I mmedi ately to the north?
A | medi ately to the north. Correct.

Q Does this slide depict where the cross, or

the satellite surface facilities will be?

A That's correct. The -- the satellite and
cross-surface facilities will be consolidated on
the -- in the north half, north half of section 36.

Q And so it's Franklin Mountain Energy 3's
proposal, basically, to develop the satellite and the
cross, codevel op those froma single set of surface
facilities?

A Correct.

Q | want to tal k about this slide just a
moment. This is part of Exhibit B-8, and this is a
slide that you prepared to discuss the methodol ogy by

whi ch Franklin Mountain Energy 3 intends to target the
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cross and the satellite reservoirs; is that right?

A That's correct.

Q Can you just walk through this slide, just
qui ckly for us, to help address sone of the questions
or issues that have been raised today?

A Yeah. So when we took kind of a holistic
approach to kind of maxin ze recovery and econonically
develop this area, a standard kind of 1280 unit,
as -- as the cross and satellite were originally
in -- in four sections. You know, we noticed that
when you -- on the heel side, which is where the
vertical turns to a horizontal in the l[aterals, that
your first take point of -- of when you turn
horizontal is significantly inside of that section.

So by the exanple here of the standard

spacing unit heel to heel, it's showing the -- the
unrecovered reserves by drilling the heel. So if we
| ook at -- if we | ook at reserves |eft behind, the

heel is not contributing equally as any part of the
ot her part of the lateral, across the -- those full
40-acre units -- blocks that are in there.

So by doing -- by creating -- and then
these -- the map, | guess, on the right side, is -- by
creating these overlapping units, the wells to the

north can capture the reserves that the wells to the
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south cannot, and vice versa. The wells to the south
are capturing those reserves that the -- the wells

to -- to the north cannot.

So by creating this overlapping unit,
we -- we are increasing the -- the recovery of the
resource in the formations.
Q Thank you. And so this here where you're

showi ng a standard spacing unit heel to heel, this
woul d occur in any spacing unit? This isn't sonething

that only happens to Franklin Mountain Energy 3; is

that right?
A Yeah. Every -- every conpany drilling
a -- a wll would have the sanme probl em
Q So if this were the center |ine
between -- if this was the cross, or the satellite
unit to the north -- and by "this,” I'mpointing to

the right-hand side of this drawing. And if this were
the cross-unit to the south, then what you're saying
is, if these weren't codevel oped, there would be
reserves |l eft behind?

A That's correct.

Q And the diagramto the right, though, shows
your proposal for the cross and the satellite wells;
is that right?

A That's correct.
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Q And so is FME's position that it's
effectively reducing the amount of reserves that are
| eft behind?

A That's correct. Yes. W are able to
capture nore reservoir, and recover nore resource, by
creating this overl apping unit.

Q And does that al so inpact costs of -- the

cost associated with devel oping these wells?

A No, it would not.
Q Wwn't it reduce the overall cost, though?
Because you'll have a single set of --

MR. FELDEWERT: Objection. Leading.

THE HEARI NG EXAM NER:  Sust ai ned. Find
anot her way to ask the question.

MR. FELDEWERT: | think he already
answered it.
BY MS. BENNETT:

Q In the bullets in your slide, it says, "No
addi ti onal capex required to access the additional
reserves.” Can you expand on that a bit?

A Yeah. By creating this -- our consolidated
well -- well pads and corridors, we can effectively
use those existing pads to drill both units fromthe
sanme surface disturbance.

Q And so does that reduce the costs of the
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devel opnent ?

A Yeah. Each -- each unit would share in the
costs of those -- of the surface -- building the
surface, and any surface facility costs.

THE HEARI NG EXAM NER: Ms. Bennett,
before you read this slide here, which direction is
north?

MS. BENNETT: Unfortunately --

THE HEARI NG EXAM NER: To the right is
north?

MS. BENNETT: Yes. Let's -- do you see
where ny hand is on that?

THE HEARI NG EXAM NER: | do.

MS. BENNETT: That would -- if we could
have oriented it this way, that would have been north.

THE HEARI NG EXAM NER:  Sure. | think
It would be helpful to put a direction, and say north
with an arrow, or sonething. Because normally, north
Is up. GCkay, thank you.

MS. BENNETT: Yes. And this was
I ntended to be nore of a denobnstrative than a di agram
of the cross and satellite wells, but we could
certainly reorient it --

THE HEARI NG EXAM NER:  No, no. |

understand how it is now. | wanted to make sure | was
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correct in nmy understanding. Thank you.
MS. BENNETT: Yes. Definitely.
BY MS. BENNETT:

Q Let's see. So this slide B-7 talks a bit
nore, or discusses a bit nore, about the benefits of
t he overl appi ng, or the codevel opi ng, of these units
together; is that right?

A That's correct. Yep. The efficiencies that
we can create by creating overlapping units and a
consol i dated surface.

Q One thing | neant to ask you about is, who
owns the surface here in the north half of the north
hal f of section 367

A | believe that is the State of New Mexi co,
the state | and office.

Q And so will your proposal of codevel opi ng
the satellite and the cross units lead to | ess surface
di sturbance on state | ands?

A That's correct.

THE HEARI NG EXAM NER: |Is north up in

this?
MS. BENNETT: Yes.
THE HEARI NG EXAM NER: If it's not,
will you tell me, when you show a slide? Thank you.
MS. BENNETT: Il will, for sure. Thank
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you.

BY MS. BENNETT:

Q Just kind of skipping around here, because |
had additi onal questions | was going to ask, but let's
see if -- | appreciate your patience with ne while |

reorient myself here a bit. M. Zink, when did you

propose the cross wells to Matador, and the other

working interest owners in this area?

A We sent out well proposals back in July,
2023.

Q And does your proposal letter -- could you
read the last |ine of your proposal letter?

A “Shoul d you have any questions, please do

not hesitate to contact the undersigned at

720" -- phone nunber.

Q And did anyone from Matador call you about

t he cross spacing units?

A No, they did not.

Q Have you been havi ng ongoi ng di scussi ons

wi th Matador about potential trades?

A We have, yes.

Q And have those trade di scussions been
fruitful ?
A We have traded emails and chatted about it,

but nothing material has cone to fruition here.
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Q In those trade di scussions, has Matador ever
rai sed the question about the first take points or
| ast take points of the cross wells?

A No, they have not.

Q I's there anything else -- again, just
limting my questions only to the question that's been
raised by MRC. |Is there anything else that you woul d
| i ke the Division to know about Franklin Muntain
Energy 3's devel opnent plans in this area?

A No, | think we've -- | think |I've covered
it. Just we |ooked at kind of a whole approach,
hol i stic approach, how to maxim ze the devel opnent and
recovery of -- of this area. And we believe that
creating these overlapping units will do that, wll
i ncrease the recoverable reserves, and by -- and al so
limt our surface disturbance in the area.

MS. BENNETT: Thank you.

THE HEARI NG EXAM NER: So before we
turn to our technical exam ner, John Garcia, who's
appearing virtually, we'll go to M. Feldewert for any
Cross-exam nati on?

MR. FELDEWERT: Yes, sir.

THE HEARI NG EXAM NER: Pl ease.

Il
/1l
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CROSS- EXAM NATI ON
BY MR, FELDEWERT:

Q M. Zink, | have your affidavit -- or
statenment -- | shouldn't say -- is it an
affidavit -- or an affidavit. | have that up. | want
you to -- I'mgoing to go to paragraph 45. |If you
want to -- do you have the exhibit book in front of

you? You can --

A | do, yes.

Q What's that?

A | do.

Q Ckay. Let nme ask you sonething. Do you

have any other notes in front of you, or do you just
have the exhi bit book?

A | have the exhibit book and sonme pen notes,
yeah.

Q Pen notes that | saw you referring to during
the testinony?

A Sur e.

Q Okay. Could | see those?

A Sur e.

MR. FELDEWERT: Okay. My | take a

| ook at those at the break? It may pronpt sone nore
guesti ons.

THE HEARI NG EXAM NER: Wiy don't we

Page 56

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



© 00 N oo o b~ wWw N

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

take a five-m nute break now, so you can | ook at the

notes? And we'll get back on the record. It is

now -- let's say that it is 10 a.m, even though it is
not -- oh, thank you, John. W're going to go off the
record for seven mnutes, and we will come back at

10: 05 a.m Thank you.

MS. BENNETT: M. Exam ner, before we
go off the record, I1'd like to object to
M. Feldewert's request to review M. Zink's notes.

THE HEARI NG EXAM NER: \What is the
obj ecti on?

MS. BENNETT: Basically, that those
notes may have been nmade during the course of our
conversations, and so they could have confidenti al
information in them

THE HEARI NG EXAM NER: \Why don't you
review themfirst, make sure there's no
attorney-client privilege in there. And then -- do we
need nore tine, then? Do you want to take ten m nutes
so that you have tine to review them and then we can
have M. Fel dewert review whatever you deemis
accept abl e?

MS. BENNETT: Yes.

THE HEARI NG EXAM NER: I f there's an

argunment about that, we'll cone back and deal wth it.

Page 57

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



© 00 N oo o b~ wWw N

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

s that fair?

MR. FELDEWERT: That's fair. Yeah. |
nean, | reserve ny right to --

THE HEARI NG EXAM NER: Of course,
obvi ousl y.

MR. FELDEWERT: -- consider it, but
yes.

THE HEARI NG EXAM NER:  We' || be back on
the record at 10:10 a.m Thank you.

(OFf the record.)

THE HEARI NG EXAM NER: It is 10:13 a. m
on February 8. W are back on the record.
M. Feldewert had asked the witness to sone notes.
There was an objection. How did that pan out?

MS. BENNETT: Thank you, M. Hearing
Exam ner. We reviewed the notes and we provided
M. Feldewert with a smaller portion of the notes that
we felt was a good-faith and elim nated anything that
M. Zink had not testified about, as well as anything
that was irrelevant or subject to attorney-client
confidentiality.

THE HEARI NG EXAM NER: M. Fel dewert?

MR. FELDEWERT: So if |I may --

o

BENNETT: | can hold it.

3

FELDEVERT: You hold it.
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So | did not see M. Zink turn the page
over, so that's fine. | don't care what's on the
back. He did have the entirety of the front in front
of him and | did see himl ook dow, as you did, to
his notes during his testinony.

They fol ded up the bottom portion of
the notes. | don't know what's in there. They claim
that's attorney-client privilege. | don't have
anything to go on. M suggestion is, nmaybe you can
take a quick look at it, and see if there's any -- if
you agree. But that's where we're at.

THE HEARI NG EXAM NER: But from what
you did see, are you ready to continue
Cross-exam nation?

VMR. FELDEWERT: Yes. Yes.

THE HEARI NG EXAM NER:  Ms. Bennett,
woul d you show ne the bottom part of the note?

MS. BENNETT: Yes, M. Hearing
Exam ner.

THE HEARI NG EXAM NER:  Thank you.

M5. BENNETT: And also, it's based on
attorney-client privilege, but also the fact that he
did not testify to this material at all. 1t's outside
the scope of his direct.

THE HEARI NG EXAM NER: COkay. \Whose
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witing is it?

MS. BENNETT: That's M. Zink's, taken
during a neeting.

THE HEARI NG EXAM NER: Ckay. Thank
you.

MS. BENNETT: Thank you.

THE HEARI NG EXAM NER:  Ckay. So
M. Feldewert, we did an in-canera review of the part
of the note that you were not provided, and | agree it
Is attorney-client privileged, so please proceed with
your exam nation.

MR. FELDEWERT: Thank you.

THE HEARI NG EXAM NER:  Thank you.
BY MR. FELDEWERT:

Q M. Zink, | have your statenent -- affidavit
in front of you. |'m at paragraph 45; okay?

A Okay.

Q It says that Franklin Muntain Energy

negotiated with the uncommtted interest owners in
good faith?

A Correct.

Q What does that nean to you? What does the
conpany have to do if they're negotiating in good
faith with each of the uncommtted owners?

A It's reaching out, answering questions that
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t hey may have, seeing if there's any way to cone
forward in resolution, but probably providing
i nformation at their request.

Q Anyt hing el se?

A No.

Q Okay. So you would agree with ne that you

have to do nore than just send your well proposal

t here?

A Agr eed.

Q And as you put -- you said you have to reach
out ?

A Yeah.

Q Ckay. And that would be --

MS. BENNETT: | have to object to this
| i ne of questioning, because it's beyond the scope of
the limted issue that M. Feldewert has identified.

THE HEARI NG EXAM NER: |'m going to
overrul e that objection. And Ms. Bennett, please make
your objections a little quicker in the future.

M. Feldewert is pointing out an exhibit here that is
admtted into evidence. He is the author of this
affidavit. It specifically says that he negotiated in
good faith, and M. Feldewert is basically exploring
that statenment. So | don't -- am| mssing why this

I's outside the scope?
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M5. BENNETT: M. Feldewert's sole
obj ection is whether the overlap is going to inpact
correlative rights, which is not related to
negoti ati ons.

THE HEARI NG EXAM NER: |1'm going to
give him-- | realize that those are the three issues
t hat he stated, but I'"mgoing to give himsone
| ati tude here, because | feel like -- I"mgoing to
give himsone |l atitude here. So |I've overruled the
obj ection. Pl ease proceed.

BY MR. FELDEWERT:
Q So just to finish that up, you made

reference to the | ast sentence in the well proposal,

that if anybody has questions, to give -- | guess it
was Don Johnson. |s that who wote the letter?

A That was the | andman, yes.

Q Gve hima call. Okay. But you agree with

me that you just don't stop there; you got to reach
out to each of the owners that you seek to pool ?

A Yeah. W reach out; we see if there's
voluntary pooling. Obviously, the first -- first
stage is to try to get voluntary pooling, versus
seeki ng compul sory pool ing.

Q Okay. Good. | want you to take a | ook at
Exhi bit B-18-C. Let nme know when you have
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that -- maybe in the book in front of you. |[|'m going
to try to bring it up on the screen. There we go.

THE HEARI NG EXAM NER:  Can you turn it?

MR. FELDEWERT: | am-- yes. Yes. |Is
t hat better?

THE HEARI NG EXAM NER:  Yeah.

MR. FELDEWERT: Let nme know when you
get there, M. Zi nk.

THE HEARI NG EXAM NER: M. Fel dewert, |
don't see this mark as B-18-C. \Where do you see
B- 18- C?

MR. FELDEWERT: | think it's on the
prior slide. There's B-18-B.

THE HEARI NG EXAM NER:  Ckay.

MR. FELDEWERT: There's B-18-C-1. |
think it's supposed to be B-18-C. Let nme put it this
way. |'mon page 60 of the 385-page PDF.

BY MR. FELDEWERT:

Q Are you there, M. Zi nk?

A Yes, | am now.

Q Okay. Do you have a pen with you?

A Yeah, | do.

Q Okay. If | look at that exhibit -- now,

does this accurately represent the parties that you

seek to pool, down there under the line "uncommtted
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wor ki ng interests"?
A Yes, with the addition of the unleased
m neral owners, that there's 34 of them
Q Thirty-four of them So there hasn't been

any change in parties that you seek to pool ?

A That's not correct. W have received
voluntary pooling from-- fromat |east one of those
parties.

Q Do you know who?

A Yeah, | do.

Q Whi ch one?

A VPD New Mexi co has executed a JOA.

Q That's |isted on here, second fromthe
bot t onf?

A Correct.

Q Okay. Anyone el se?

A No.

Q So these are then -- aside from VPD New
Mexi co, these represent all the parties that you seek
to pool here today?

A Correct.

Q Ckay. Wuld you do ne a favor; okay?

MS. BENNETT: Objection, M. Hearing

Examner. This is not the pooled party slide. This

is a unit recap slide, which does not identify all of
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the parties that Franklin Muntain Energy 3 is seeking
to pool today, nunmber. And --

THE HEARI NG EXAM NER: So what is the
obj ecti on based on?

MS. BENNETT: That he's
m scharacterizing the exhibit.

THE HEARI NG EXAM NER:  Okay.

MS. BENNETT: Excuse ne for standing
up. And ny second objection is that this is not at
all related to the correlative rights issue that he
rai sed. The parties that Franklin Mountain Energy is
seeking to pool is not related to the correlative
rights issue.

THE HEARI NG EXAM NER:  All right.
Let's take this in tw parts. M. Feldewert, the
first part?

MR. FELDEWERT: | asked him-- | said,
"Are these the parties that you still seek to pool ?"
And he said, "Yes."

THE HEARI NG EXAM NER: Okay. And the
second part?

MR. FELDEWERT: The second part is, it
goes to the information that's been disclosed with
respect to the correlative rights issue.

THE HEARI NG EXAM NER: Ms. Bennett?
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MS. BENNETT: M . Hearing Exam ner,
this is a unit recap of the working interests and
uncommitted interests that Franklin Mountain Energy is
seeking to pool, so M. Zink was correct in saying
that this is the list of the parties -- of the
uncomm tted and working interest owners that Franklin
Mountain Energy 3 is seeking to pool. But there are
overriding royalty interest owners as well, and
that -- those are listed in the conmpul sory
pooling -- or excuse ne, the parties to be pooled
lists.

THE HEARI NG EXAM NER: |s there an
exhi bit nunmber for that?

MS. BENNETT: Yes, there is. It is --

MR. FELDEWERT: | can keep this short.
|"'mnot interested in the overrides.

THE HEARI NG EXAM NER: COkay. So
Ms. Bennett, |I'mgoing to overrule your objections.
But thank you for pointing out that this exhibit may
or may not speak to what M. Fel dewert is
Cross-exam ni ng.

BY MR. FELDEWERT:
Q M. Zink, with your pen, would you put a dot
on Exhibit B-18-C, next to Devon Energy? Okay. And

t hen go down, and put a dot next to Charles D. Ray.
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And put a dot next to Stillwater Investnents.
dot next to Tarpon Industry Corporation, and
next to Jon Brickey. All right?

A | don't see Devon Energy on this sl

Q  B-18?

Put a

put a dot

i de.

A You' re sayi ng page 60, and what you have

pul | ed up here.

Q Ckay, hold on a second. WMaybe | got the

wrong one. This'll be for the west-half-east-half

unit. Wuld you go to maybe PDF 72? This is what was

filed?

Correct.

Ckay. Are you there?

| am there.

That one has Devon; right?
Correct.

Ckay. You okay with the dots?

> O >» O » O >

Yeah.
Q Okay. You got to keep it in front
and just know that Devon's included.
A Al right.
Q Woul d you then turn for ne to
Exhi bit -- what you marked as B-16?
THE HEARI NG EXAM NER: Can we

page nunber, M. Fel dewert?

of you,

have a
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MR. FELDEWERT: Yeabh.

there, sorry.

BY MR, FELDEWERT:

Q This woul d be your summary of

comuni cations, M. Zink?

A Correct.

Q Did you put this together?
A Under ny direction, yes.
Q Sonebody el se put
under your direction?
A Yes.
Q Ckay.

conmuni cations t hat
parti es?

A Wth specific parties, yes.
not --
contact with, or -- or
we didn't reach out; just
negoti ati ons with.

Q So as |
entry for

of conmuni cati on or

A Devon is not |listed on the slide. Correct.
Q Neither is Charles D. Ray?
A Correct.
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Q Neither is Stillwater Investnents?

A Correct.

Q And neither is Tarpon |Industries?

A Correct. They are not on the slide.

Q And neither is Jon Brickey?

A That's correct.

Q Ckay.

A But since these slides were prepared, we

have had tal ks with Devon, and with Charles D. Ray.
And that interest, | think, has actually -- has been
assigned to a new entity. And we -- we spoke with
them | think yesterday or two days ago.

Q What about the unl eased m neral interest
owners that you list there as with 34? | don't see
any kind of entry with any of themindicating on
Exhibit B-16 -- A, that you reached out; B, who you
reached out to, and what was di scussed. Not hing.

A Correct. They are not on -- on this slide.

Q Okay. Now, in your affidavit at paragraph
25 -- are you there?

A Yes.

Q Ckay. |If | go to the next page, you
reference the fact that you have orders for the
satellite Wolfcanp units, which overlap the

cross-state units?
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Correct.

That would be in the Wbl fcanp, as you know?

> O >

Yes.
Q Ckay. And am | correct that Franklin
Mountain plans to |ikew se overlap the Bone Spring

cross-state units with the satellite Bone Spring

units?
A That's correct.
Q Ckay. You nentioned in your testinony, and

you reference on Exhibit B-7, as you say, the benefits
of your suggested overlap. Let nme get to B-7. You
there, M. Zink?

A | am yes.

Q Okay. And you know that this overlap, you
state, will allow you to consolidate to a single tank
battery?

A Correct.

Q Okay. Isn't it true that you can't
consolidate to a single tank battery w thout proposing
over |l appi ng spacing units?

A That is a possibility. Correct.

Q And how woul d that be done?

A Can you pl ease re-ask your question?

Q How woul d you be able to consolidate into a

single tank battery wi thout creating overl appi ng
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spacing units? How would you do it?

A Surface conm ngli ng.

Q There you go. Surface conmm ngling. Ckay.
So you could create standard spacing units that don't
overl ap, and then get approval to comm ngle between
the two standard spacing units, and that would all ow
you to consolidate tank batteries?

A That's correct.

Q So, circle that up. You don't have to have
over |l appi ng spacing units to acconplish what you seek

to do here in Exhibit B-7?

A That's correct.
Q Ckay.
A However, that doesn't -- as we |ook at a

| ar ger devel opnment plan in recovering the maxi mum
amount of resource, creating the overl appi ng spaci ng
units allows us to do that.

Q Now, the overlap that you are proposing is
going to be simlar to what is shown here, what was

marked as Exhibit C-1; is that what you're suggesting?

A Yes.
Q So this would represent the proposed overl ap
to both the Wl fcanp and the cross-state -- |'msorry.

Both the Wol fcanp and Bone Spring cross-state units

and satellite units?
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A Correct.

Q Okay. Which should nmean that all of the
40-acre tracts along the north half of the north half
of section 36 would be dedicated to two different

spacing units?

A That's correct.
Q And each of those -- the wells dedicated to
those two spacing units will produce from basically

the same interval ?

A Correct.

Q Okay. And thereby both be producing from
the -- both the satellite wells and the Bone
Spring -- and the cross-state wells wll be producing
fromthe north half of the north half of section 367

A That's correct.

Q Al right. And are you aware, M. Zink,
that production fromoil wells on a proposed spaci ng
unit is shared on a straight-acreage basis?

A That is correct. But it's also --

THE HEARI NG EXAM NER: Excuse ne,
witness. Wiere is this exhibit? | cannot find this
I n the package.

MR. FELDEWERT: It would be our
exhibit, C 1.

THE HEARI NG EXAM NER:  Maybe
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we -- well, you're just using it for denonstrative.

MR. FELDEWERT: Yeah, | am And it's
also -- | can also say this is fromthe Division's
public record.

THE HEARI NG EXAM NER: | under st and.

s there any objection to using this as a
denonstrative exhibit?

MS. BENNETT: No, Your Honor -- or no,
M. Hearing Exam ner.

THE HEARI NG EXAM NER: All right. But
we don't -- but | want the record to be clear. So can
you tell me, and put on the record, exactly where you
have found this, and what you' ve labeled it in
your -- you're going to submt this as evidence?

MR. FELDEWERT: We have submitted it as
part of our Exhibit C package, yes.

THE HEARI NG EXAM NER: Ckay, great. So
C package -- do we have an exhibit nunmber on this?

MR. FELDEWERT: Should be C- 1, as |
recal | .

THE HEARI NG EXAM NER: So ri ght now,
you're looking at C-1, and --

MR. FELDEWERT: And | can al so say that
this was an exhibit in --

THE HEARI NG EXAM NER:  That's okay. |
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know, anot her case.

VMR. FELDEWERT: Yes.

THE HEARI NG EXAM NER:  But | just want
to know -- because you're going to seek to admt this
|later? 1|s that your plan?

MR. FELDEWVERT: Yes.

THE HEARI NG EXAM NER: Ckay. So this
is C1. Thank you.

BY MR. FELDEWERT:

Q So while we're on this, M. Zink, this is a
di agram t hat your conpany put together?

A Yes, we did.

Q Okay. And does this, in your opinion,
accurately represent what the conpany intends to do,
both with respect to the satellite spacing units and

the cross-state spacing units?

A Yes.
Q Okay. And does it accurately represent the
fact that the cross-state well will be roughly

conpl eted halfway into those north-half, north-half
tracts?

A That's correct. And | think the
understanding is that every single well, horizontal
wel |, | eaves hundreds of acres behind, both in the

heel and in the toe, because --

Page 74

Veritext Lega Solutions

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




© 00 N oo o b~ wWw N

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

Q We'll tal k about that. M question is, |
just want to make sure |I'maccurate -- |I'm
under st andi ng here. And which neans then that the
satellite wells devoted to the satellite spacing units
are going to have conpleted intervals roughly hal fway

into the north half of the north half of section 367?

A That's correct.

Q Both targeting the sanme reservoir?

A Yes.

Q Okay. Now, when you tal k about setbacks;

okay? Looking at this exhibit. Let's use this one.
What setbacks are you tal king about that are being
produced, that woul d otherw se not be produced if you
conplied with the Division's standard statew de

set backs?

A The standard setbacks are 100 feet

from-- fromthe |ease line. However, when you
account for the drilling the curve of a horizontal
well, you're effectively 5 to 600 feet into

the -- into the quarter-quarter of the 40-acre

spaci ng, which is exactly alnost half of that -- that
40 acres.

So what this is showing is that the wel

that is -- so the cross well's going south. Their
first take point is exactly half -- after you build
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the curve is, you know, m dway through that quarter
l'i ne.

And by creating this overlap, you're
allowing the satellite, which would be drilled with
the standard curve. And com ng back, and they would
effectively capture the reserves that -- that the
cross wells could not, because of that -- that curve
that has to be built.

Q Now, that would -- | just want to talk
about -- you tal ked about the standard setbacks. [|'m
not tal king about the devel opnent plan that you guys
had deci ded; okay? |'mtalking about the setbacks
that you referenced. You're talking about the
100-f oot setbacks that are required by the Division's
statewide rules that are required for the | ocation of
the first take point and the |l ast take point?

A Correct.

Q Okay. When | look at this map, am | correct
that, if we |look at that |ine between section 25 and
36, the first hundred-foot setback would be just south
of that section |ine?

A It would be, if it's 100 feet off the line.
Yes.

Q Hundred feet off the line. And the other

set back that would occur if you were devel opi ng
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section 25 and 26 using standard setbacks woul d be on
the other side of that section line, in the south half
of the south half of 257

A Correct.

Q Ckay. Which then neans that, if we took the
cross-state wells and we took those green |ines and
went a little nore north to that 100-foot setback,
that's where the first take point would be, under the
normal rul es?

A That is -- yes.

Q Okay. And then across state wells would be
perforated fromthat 100-foot setback fromthe section
line, all the way down through section one, to the

100-f oot setback at the bottom of the |ast take point?

A Yes.
Q Okay.
MS. BENNETT: Objection, Your
Honor -- I'msorry. Objection, M. Hearing Exam ner.

That m scharacterizes M. Zink's testinony.
M. Zink's testinony was not that there's a
perforation at 100 feet; his testinony was that that
IS the setback, but not that that's where the
perforation occurs.
THE HEARI NG EXAM NER: M. Fel dewert?
MR. FELDEWERT: | said under the
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normal -- if you align with the normal setback rules,

that's where they woul d be.
THE HEARI NG EXAM NER: Isn't t

MS. BENNETT: M. Exam ner, M.

hat it?
Zi nk' s

testinony was that, even with the normal setbacks of

100 feet, that does not nean that your first

at 100 feet, because of the design build of t

"perf" is

he curve.

That's what his testinony was, not that the standard

set backs automatically allow a 100-foot perf.

THE HEARI NG EXAM NER: ' mgoing to
sustain the objection. Wuld you rephrase the -- do
we need to strike sonmething fromthe record, then?
Was there an answer given?

MS. BENNETT: No, Your Honor -- no,
Sir

THE HEARI NG EXAM NER:  Ckay. So
you -- with just the question before the answer?

MS. BENNETT: Yes.

THE HEARI NG EXAM NER: M. Fel dewert,

woul d you rephrase the question?
MR. FELDEWERT:  Sure.
BY MR FELDEVERT:

Q When you say, M. Zink, that the benefit of

this plan is that it's going to capture reser

ves t hat

woul d not be otherw se captured, what are you tal king
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about ?

A So as you build a curve, you know, it
takes -- a steel pipe bends over tinme. And to get
from-- fromvertical to horizontal, you're

effectively 5, 6, 700 feet, depending on the surface
hol e | ocation, where you can effectively -- in the
specific target or in the zone. And by doing this,
and creating -- I'"'mtaking this holistic approach of
how to recover the maxi mum anount of reserves, that by
creating this overlapping unit, we are

recovering -- recovering the reserves that woul d
effectively be left by -- by building that curve on
each other's spacing unit.

Now, every well -- every well on the base
end | eaves, you know, hundreds of feet of
unrecoverabl e, based off of these setbacks, and basing
off of current drilling technology. So by creating
this overl apping unit, we are capturing those
reserves.

Q Are you aware, M. Zink, that a majority of
the wells in the basin neet the 100-foot setback for
the first and | ast take?

A ' maware that our devel opnent in the area
of -- you know, we are -- if we're at a legal |ocation

on | ease, that we are not renotely close to that
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100- f oot setback for our first perf. W are 5 to 600
on average for every well that we have drilled, to
dat e.

Q Are you aware that a nunber of other
operators are able to build their curve and produce
nmeeting the 100-foot setbacks for the first and | ast
t ake point?

MS. BENNETT: Objection, M. Hearing
Exam ner. There's no evidence in the record of these

ot her operators neeting the setbacks.

MR. FELDEWERT: |'masking if you're
awar e.

THE HEARI NG EXAM NER:  Sorry?

MR. FELDEWERT: |'m asking himif he's
awar e.

THE HEARI NG EXAM NER:  Ri ght, but
there's an objection, so are you going to address the
obj ecti on?

MR. FELDEWERT: Sure. | nean, it's a
|l egiti mate question. | want to know what his
know edge is in this area as the | and manager, with
respect to how wells are customarily developed in this
area, using the conmm ssion setbacks.

THE HEARI NG EXAM NER:  |' m not sure how

that's rel evant.
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MR. FELDEWERT: Because he's clai m ng
that they cannot neet those requirenents.

THE HEARI NG EXAM NER: Ms. Bennett?

MS. BENNETT: If M. Zink understands
t he question, | think he can answer it. But | do
think it's an unsubstanti ated question, because it
presunes that there are other operators who are
meeting the 100-foot setback, and we don't have any
evidence in the record of that.

THE HEARI NG EXAM NER: So are you
wi t hdrawi ng your objection, or are you maintaining it?

M5. BENNETT: [I'mmaintaining it. |'m
mai nt ai ni ng ny obj ecti on.

THE HEARI NG EXAM NER: So it doesn't
matt er whet her he understands what you said a mnute
ago; you're just maintaining the objection?

MS. BENNETT: | am yes.

THE HEARI NG EXAM NER: |'"'mgoing to
sustain the objection.

MR. FELDEWERT: May | offer, then,

M. Examner, if you look at the division's pooling
cases, and you |l ook at npbst of those pooling cases,
you will see C-102s that are filed with the D vision,
t hat show devel opnment plans where the first take point

Is 100 feet off one line, and the | ast take point is
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100 feet off the other line. It is commonly done. He

knows that. So that's -- | wll say that for the
record, and I will go on. M. Zink --
MS. BENNETT: M. Exam ner, | have an

objection. There's nothing in any of the exhibits
that MRC filed that alerted us to these issues. In
addition, the fact that operators identify the

set back, the |egal setback on their C-102s, does not

make a well. That is not a representation of an
as-built well, an as-drilled well.
So M. Feldewert's representation -- it

may be accurate that what's in the Division's records
represents a 100-foot setback, but that's because what
the Division's roles require. That does not reflect
operationally the reality of the operational issues,
which is what M. Zink is testifying about.

THE HEARI NG EXAM NER: M. Feldewert is
not a witness, so what he said is not evidence. W
all know that. | don't know that a clarification is
neit her hel pful nor hinders. | sustained your
obj ection before, so M. Feldewert is going to ask his
next question.
BY MR. FELDEWERT:

Q So M. Zink, the back-build that you're

tal ki ng about is based upon where you decided to put
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your surface hole |ocations; correct?

A It is based off of where we put our surface
hol e | ocati on.

Q Al right. Now, when | | ook at the m neral
I nterests out here in the north half of the north half
of section 36; okay? How much does Franklin Mountain
own in the north half of the north half of 367

A There is a slide on that. In the north half
of the north half of section 36, we own approximtely
55 percent of working interest.

Q Both the Bone Spring and the Wl fcam?

A | believe that's correct. Yes, that's
correct.

Q Okay. And you would agree with ne, then,

t hat under your plan, the owners of the north half of
the north half of 36 are going to get their
proportionate share of the production fromthe
satellite wells, based on a straight-acreage basis?

A That is correct.

Q Okay. And that those sane owners in the
north half of the north half of section 36 are going
to get their proportionate share of the cross-state
wells on a straight-acreage basis?

A That's correct.

Q Ckay. And to the extent that that
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production does not proportionately conme fromthe
north half of the north half of section 36, it then
cones out of the portion that would otherwi se go to

the owners in the remaining tracts; correct?

A Correct. But that's also under the
assunption that every single piece -- every single
40-acre is equally -- equally contributes across that
| ateral. And in case of the toe and the heel, that

t hey cannot equally contribute the sane anount of
production that the center of the section would
contribute. So the well bore is not effectively
draining the -- each part of the lateral, each part of

the 40 equally.

Q Under your devel opnent pl an?

A Yes.

Q Okay.

A Or under every -- every typical devel opnent
plan. There's always 100 feet -- anyone who drills a
hori zontal well, there's effectively a resource that
I's unrecoverable by -- by the drilling technol ogy

today. At a legal |ocation.
Q That's your opinion as a | andman?
A My opinion as a | andman.
Q Okay. All right. But one of the things

t hat conpani es denonstrate in seeking pooling is they
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represent that the 40-acre tract wll be
proportionate -- proportionately contribute to the

spacing unit; correct?

A From an ownership perspective? Correct.

Q From a producti on perspecti ve.

A From an ownershi p perspective, they each
have a -- in this case, if it's eight -- eight 40s,

t hey each woul d have one-ei ghth share of the
production across the |ateral.

Q Correct --

A But that doesn't nean that production is
comng equally fromeach part of that well bore across
the | ateral.

Q But that's what conpani es represent in these
pool i ng cases; correct?

A Correct.

Q Okay. They represent that it's going to be
shared on an equal -- on a straight-acreage basis, and
that each 40-acre tract will proportionately

contribute to the production fromthe well bore;

correct?
A Yeah.
Q Okay. How many working interest owners are

in the satellite spacing units to the north?

A There are three total.
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Q Three total ?

A Yes.

Q You?

A Yes.

Q Mackl e Main [ph]? Wo el se?

A No.

Q No? COkay.

A Us.

Q Who el se?

A Conpany call ed Opus, and a conpany call ed
Sl ash.

Q Slash? Okay. What percentage interest does
Franklin Mountain own for each of these satellite
spacing units to the north?

A Dependi ng on the specific unit we own,
anywhere from 100 percent to 75 percent,
approximately. Mybe a little |ess, depending on
the -- the stand-up units.

Q Okay. | want to then turn to what -- your
Exhi bit B-8.

THE HEARI NG EXAM NER: \What page nunber
Is that?

MR. FELDEWERT: 1'mgoing to get to
that, sorry. Page 32 of the PDF.

THE HEARI NG EXAM NER:
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M. Feldewert -- not to break your stride, but | was
| ooking at the filed docunents in this case from you,
your exhibits admtted with your pre-hearing
statenent, and | could not find that Exhibit C that
you were show ng before, the one with the yell ow.

VWhere is that?

MR. FELDEWERT: |'m sorry. Exhibit
C 2

THE HEARI NG EXAM NER: That's fi ne.
But where is this docunent that you are -- when was
this filed?

MR. FELDEWERT: W th our pre-hearing
st at enent .

THE HEARI NG EXAM NER: Ri ght. | found
the pre-hearing statenent, and | did not see anything
past Exhibit B. So when did you file this pre-hearing
st at enent ?

MR. FELDEWERT: W th -- on the day that
they were due. Yeah.

THE HEARI NG EXAM NER: Wi ch case
nunber did you file this in?

MR. FELDEWERT: In all of the cases.

THE HEARI NG EXAM NER:  Ckay. [|'m
| ooking at 23833. |Is that a fair case to |look at?
MR. FELDEWERT: | think it should be;
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right?

THE HEARI NG EXAM NER:  It's one of the
cases that we're here today for.

MR. FELDEWERT: Yes.

THE HEARI NG EXAM NER:  And |' m | ooki ng
at the docunents filed in this case, and | see your
filing on February 2nd. And it says at the top of
It -- let nme get toit. It says, "MRC s Pre-hearing
Statement." Is that accurate?

MR. FELDEVERT: It should be this
docunment that | have up here, now.

THE HEARI NG EXAM NER: | have -- ny
docunent is 119 pages, and so is this.

MR. FELDEWERT: Okay. All right.

THE HEARI NG EXAM NER: Ckay. What page
of this docunent is C-2 on?

MR. FELDEWERT: It would be page 98.

THE HEARI NG EXAM NER: Ckay, |let nme get
to it, because I could not find it. M page 98 says
"Exhibit B-2." That's why |I'm confused, because |I'm
| ooking at the exhibit nunber on the left, and your
exhi bit nunmbers are on the right. So now | see C- 2.
But mne is not yellow either, so that's why |'m
conf used.

MR. FELDEWERT: Copy. Sorry.

Page 88

Veritext Lega Solutions

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




© 00 N oo o b~ wWw N

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

THE HEARI NG EXAM NER: Ckay. So the
B-2 was what? The original exhibit from another case?

MR. FELDEWERT: Yes. That's ny
under st andi ng.

THE HEARI NG EXAM NER: Ckay. And this

is --

MR. FELDEWERT: Oh, and if you | ook at
"OCD hearing, 10/5/23" -- you see that there?

THE HEARI NG EXAM NER: | do now. | do
now.

MR. FELDEWERT: Yeah. That's
what -- so | just took it from-- and | apol ogi ze.

THE HEARI NG EXAM NER: | understand why
" m confused now, but |'m not confused anynore.

MR. FELDEWERT: Ckay.

THE HEARI NG EXAM NER:  So now where are
we, now?

MR. FELDEWERT: | don't know. Now |I'm
conf used.

BY MR FELDEWERT:

Q If | goto -- let ne get back to where |
was. | would be on what | think is part of your
Exhibit B-8, M. Zink, which is page 32 of your
exhibits. PDF, |'msorry.

A Yep. |'mthere.
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Q Are you there? Ckay.

A Yes.
Q Now, | think you hel ped orient us earlier.
But just so it's clear, if | |ooked at the two

triangles, those represent first take points?

A Correct. They do not represent setbacks.
Q They represent first take points?
A First take points, correct. Not set backs.

Q Got you. Okay. And if | look at the

dianond to the left, is that supposed to represent the

cross-state well, or the satellite well?
A This slide is a generic slide, just to
il lustrate how we do -- or how we are | ooking at an

overl apping spacing unit. But if you would like ne to
assign spacing unit nanmes for how we would use this in
the cross and satellite cases, the left side | guess
woul d be the south -- would be the cross, and the
right side would be the -- would be the satellite.
Q Okay. So then the |ine between the right

dianond in the diagramon the right-hand side -- |I'm
sorry. The line to the right of the right dianond on

the right-hand side would be the section |ine between

25 and 367?
A That would be -- yeah. A lease |line, yes.
Q Ckay.
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A A lease line of a spacing unit, correct.

Q Okay. And that rectangle box in the m ddle
woul d represent the north half of the north half of
367

A On -- yes. On the right map, that woul d be
an exanple -- yeah. A heel-to-heel in an overl apping
spacing unit, in this instance, yes.

Q Okay. So then --

A That would be the north half, north half of
section 36.

Q Okay. So the first take point for the
satellite well would be the one on the right, and the
first take point for the cross-state well is the one
on the left?

A As an illustration to show how each one of
those units is recovering those reserves, yes. As an
il lustration, yes.

Q Okay. And that's based on your decision to
have a surface hole location in the north half of the
north half of 36 roughly what, halfway in the mddle
of that section?

A Correct.

Q Okay. All right. It doesn't show footages
on here; do you see that?

A Yes.
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Q How cl ose is the first take point for the
cross-state well going to be to the quarter-quarter
| ine between the north half of the north half and the

south half of the south hal f?

A If | understand correctly fromthe review
with our drilling departnment, and our engineers, our
first take points are approximately six -- 600 feet
off of -- fromthe section line.

Q Fromthe quarter-quarter |ine?

A Fromthe -- | guess either-or. From
the -- if you went 600 feet south of the -- of the

northern section |line, or 600 feet north of the
sout hern north-hal f/north-half |ease |ine.

Q Okay. So let's go -- this line on the left,
t hat would be the Iine between the north half of the
north half and the south half of the north half;
ri ght?

A Sure. | think |I understand what you're
tal ki ng about .

Q And that first take point there with a
triangle would be the cross-state; right?

A If we're assigning this illustration to what
actually is going to happen at the -- at the cross and
satellite, how we operationally plan to develop it,

t hen those woul d probably be even cl oser together.
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But this was just an illustration to -- to show how
our approach, and how overl appi ng spacing units,
maxi m zes reserves and effectively devel ops the
resource.
Q But this is all I have to go on, in |ooking
at your file at this point; okay?
A Okay.
Q Al right. So, can you tell nme if that left
first take point is for the cross-state wells?
MS. BENNETT: Objection, M. Hearing
Exam ner, that it's asked and answered about whet her
this is actually representative of the cross-state
wells or not. M. Zink has said this is for
il lustrative purposes only.
THE HEARI NG EXAM NER: M. Fel dewert?
MR. FELDEWERT: M question's going to
be, where -- at what footage is the cross-state well?
Where's the first take point going to be, fromthe
north line?
THE WTNESS: W --
THE HEARI NG EXAM NER: Hold on. Hold
on.
So M. Feldewert, have you addressed
t he objection?

MR. FELDEWERT: Well, | -- that's the
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guestion | was going to ask him Vhere is

that -- this triangle, left triangle? M question

was, what's the footage? And | got interrupted.

THE HEARI NG EXAM NER:  Ckay.

So Ms. Bennett, you've heard the

guestion that's going to be asked. Do you stil

mai ntain the objection to that question?

MS. BENNETT: Yes, | do. M.

Zi nk

previously testified about the footage for each of the

well's, noting that they would be approxi mtely 600

feet off the quarter-quarter section |line, and the

section line.
THE HEARI NG EXAM NER:  And

M. Fel dewert, why does that not answer your

question?

MR. FELDEWERT: Because | want to know

whi ch one's going to be which.

THE HEARI NG EXAM NER:  And woul d you

ask it that way?

MR. FELDEWERT: | will. Ckay.

THE HEARI NG EXAM NER:  Ckay.
sustai ning the objection, so please rephrase
questi on.

BY MR FELDEWERT:

So I'm

your

Q M. Zink, Exhibit B-8, the triangle we see

to the left, which is going to the cross-state unit;

Page 94

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

WWWw.veritext.com



© 00 N oo o b~ wWw N

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

correct? As you told ne?
A Correct.
Q Okay. That triangle, how far is that going

to be fromthe section |line between 25 and 367?

A From ny understanding of reviewing with the
drilling departnment and engi neering departnent, we
woul d likely be about -- approxinmately 600 feet off

t he section |ine.

Q Si x hundred feet off the section line?
A O f the section line.
Q That would be the north line of the unit?

A Correct.

Q Okay. And then the first take point for the
satellite well, how far will that be off of the
section |ine between 25 and 36?

A My under standing that they would be also 600
feet.

Q Si X hundred feet fromthe north line, the
section |ine?

A Fromthe -- fromthe -- 600 fromthe south
of the quarter-quarter |ine.

Q Quarter-quarter line. Okay, so thank you.
So that would be 600 feet fromthe quarter-quarter
line. |If that's the case, then wouldn't the triangle

on the right represent the cross-state first take
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poi nt ?

A Again, this is an illustration of our plans,
of kind of our approach to an overl appi ng spacing
unit. This is not the exact drilling plans for any
cross or satellite well.

Q But that satellite well is going to have its
first perf 600 feet fromthe quarter-quarter |ine
between the north half of the north half and the south
hal f of the north half of section 36?

A Sounds about ri ght.

Q Okay. And it'll be perforated fromthat
poi nt on?

A Yeah, that's nmy understandi ng.

Q Al right. Okay. And the production from
that satellite well will go entirely to the owners in
the satellite spacing unit?

A That's correct.

Q Okay. What's going to be the conpl eted

i nterval overlap between the cross-state and the

satellite well, based on your drilling plan?
A If it's nmy understanding, there'd be zero
overlap. But again, | have not reviewed those pl ans.
Q Zero overl ap? How can that be?
A Because the well to the north is capturing

the reserves |l eft behind on the well to the south, and
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the well to the south is capturing reserves |eft
behind on the well to the north.

Q Okay. So what you told ne, though, is that
the first take point fromthe -- for the satellite, or
for the cross-state well, is going to be roughly 600
feet fromthe section line, first take point; correct?

A Correct.

Q And that'l|l be thereafter perforated and
conpleted. And from 600 feet fromthat section line

down to the remaining of the spacing unit. That's

right?
A Sounds -- sounds right.
Q Ckay. And the satellite unit -- its first

take point is going to be 600 feet fromthe
gquarter-quarter line between the north half of the
north half and the south half of the north half; is
that right?

A That is nmy understanding of howthis is
goi ng to work.

Q Al right. So if that's the case, wouldn't
t hey overl ap between those two points, in terns of
their conpleted interval?

A | nmean, if you're using those nunbers, it's
possi bl e, yes.

Q Ckay. All right. That would be the plan?
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A | woul d obviously defer to the operation
team on how they conpl ete those intervals and how t hey
drill those wells, but that's ny understanding.

Q Ckay. All right. Okay. Both draining from
t he sanme reservoir?

A Correct.

Q Now, when | |ook at the -- are you aware
t hat your conpany filed C-102s for the satellite
wel | s?

A Yes, | am awar e.

Q Okay. And have you | ooked at those?

A The C-102s that are part of the exhibit?

Yes, | have.

Q The ones you filed for the satellite wells?

A Oh, for the satellite wells?

Q Yeah.

A Yes. C-102s for the satellite wells -- for
the Wbl fcanp wells. Yeah, we filed.

Q Okay. All right. I'mgoing to pull that up
on the screen. That's been filed with the Division;
ri ght?

A Yeah.

Q And it was approved by the Division on
Decenmber 14, 20237
A Yeah. As you -- yep.
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Q Okay. All right. And when | | ook at the
C-102 for the satellite wells, is the 701-H -- that
woul d be for the west-half, west-half spacing unit?

A Yeah.

Q Ckay. Does it identify anywhere a first and
| ast take point for that well?

A No, it does not.

Q Ckay. And --

A It's ny understanding that the OCD does not
require first take points on their --

Q Oh. OCkay. It identifies --

A Not -- not until your as-drills have been
filed. And right now, we have not drilled those
wel | s.

Q It identifies your surface hole |ocation as
being in the south half of the north half of section

367

A That it does.

Q Correct?

A Yep.

Q Is that still where it's going to be?
A

| believe so, yes.
Q Okay. Then you've also filed with the
Di vi si on your C-102 for the cross-state well; correct?

The ones that you're seeking to pool?
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A Yes.

Q And if | ook at the Division's file for
that well, again in the west half, west half,
Wl f canp, sane spacing unit, it was also approved on
Decenmber 14, 2023; is that right?

A That's correct.

Q Okay. And it |likew se does not show a first
or last take point?

A Correct.

Q Okay. And it shows the cross-state well as
being drilled fromthat same surface hole |ocation as

the satellite well?

A That is correct.
Q Okay.
A And based off of surface constraints |

believe for that quarter, that quarter-quarter, yes.

Qur well -- our well pad had to be south.
Q Okay.
A | think there's existing wells -- well pads

out there, and there's sone existing surface
constraints and power lines up in that
nort hwest - nort hwest quarter.

Q Okay. And if | used this as an exhibit;
okay? To try to understand this. Your cross-state

well is going to back-build and then be perforated 600

Page 100

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



© 00 N oo o b~ wWw N

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

feet fromthat section |ine?

A That is nmy understandi ng of how we're going
to devel op these units. Correct.

Q First take point being 600 feet?

A Appr oxi mat el y.

Q Not 100 feet?

A Not 100 feet, no.

Q Ckay. And the cross-state well's going to
cone down fromthe north and be roughly 600 feet from
that quarter-quarter |ine above that surface hole
| ocati on. That would be the first take point?

A Correct.

Q Ckay. And then the conpleted interval would
overlap -- between that -- the cross-state first take
point and the satellite first take point?

A Correct.

Q Okay. Al right. Now, when |I |ook at your
C-102 filed in this case -- have you | ooked at that?

A Yes. That's part of the exhibits? Yes, |
have.

Q Ckay. Let's go to -- sorry. This would be
for one of your cross-state wells?

A Yes.

Q Looks like it's page 80 of the PDF?

A Yeah.
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Q Okay. If I blowit up, and I look at it, it
doesn't reflect what you just explained to nme, does
it?

A Correct.

Q It shows the first take point at standard
set backs 100 feet fromthe north |ine?

A That's what that says.

Q So it represents that's where your first
take point's going to be, and then it's going to go
south through the remai nder of the spacing unit?

A Correct.

Q Ckay. Which is different from what you just
told me; right?

A Correct.

Q Okay. Now, when | | ook at your well
proposal letters that you sent out to the working
I nterest owners -- let's go to page 49 of the PDF.
Now, | understand you didn't draft this and you didn't
send it out. It was sonmeone under your supervision;
is that right?

A Correct.

Q Ckay. |Is there -- when those were sent out
in July of 2023, that was before any of the satellite
wells were permtted on the Division's website;

correct?
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A Correct.

Q Al right. Does it identify anywhere in
these well proposal |etters where your first and | ast
take point are going to be?

A No. There's no requirenent fromthe OCD to
make a valid well proposal have first take points.

Q Okay. |Is there any nmention in here of your
plan to overlap the spacing unit wth the spacing unit
for the satellite wells?

A No, but our applications for pooling do
i ncl ude overl appi hg spacing units.

Q And we've already | ooked at the filed
C-102s. They didn't reflect where the first and | ast
take points are going to be; correct?

A Correct.

Q Okay. Let's look at the public notice on
page 45 for this hearing. Does this public notice
I dentify where your proposed first take points and

| ast take points are going to be for the cross-state

wel | s?
A No.
Q Is there any nention in here of the

satellite spacing units?
A No. It nmentions notice of overlapping unit.

Q What's it say?
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A It says "conpul sory pooling and notice of
overl apping unit in Lea County."

Q Say anything else? Let ne help you out. It
says, "The spacing unit proposed in this application
wll partially overlap a spacing unit in section 26."
Do you see that?

THE HEARI NG EXAM NER: M. Fel dewert,
you said 26. Did you nean 367
MR. FELDEWERT: Thirty-six. Thank you.
THE HEARI NG EXAM NER: Just thought 1'd
make it clear.
THE W TNESS: Yes. | see that.
BY MR. FELDEWERT:
Q Al right. It doesn't say anything about

what spacing unit?

A No.

Q Doesn't say satellite wells?

A No.

Q Doesn't say north half of the north half of
367

A Does not.

Q Doesn't say who the operator's going to be?

A Nope.

Q Not hi ng?

A Nope.
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Q Ckay. If I look at the -- and when I | ook

at the application --

MS. BENNETT: M. Hearing Exam ner, |
object to this line of questioning. |It's basically a
thinly veiled attenpt to reopen the notion to vacate,
whi ch the hearing exam ner already ruled that MRC had
actual notice, and denied the notion to vacate on the
notice issue. And so there's no need to rehash that,
because it's already been rul ed on.

THE HEARI NG EXAM NER: M. Fel dewert?

MR. FELDEWERT: Denied the notion to
vacate, but certainly has not denied the information.
And that reflects on whether -- on the inpact on
correlative rights, and nore inportantly, whether
anybody was aware that they were going to overlap
t hese spacing units, and thereby infringe on their
correlative rights.

THE HEARI NG EXAM NER: So
M. Fel dewert, where is this questioning going?

MR. FELDEWERT: What's our application
say? It says, "Conpul sory pooling and notice of
overl apping spacing unit." Okay. They seemto be
saying, "Well, we're going to give you all notice of
over |l appi ng spacing unit by way of our application,”

and then ask the Division to pool the spacing unit and
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the overlap. That's what they seemto be requesting;
okay?

My point being here, is that -- A, they
can't do that, because it inpacts correlative rights.
You can decide that. I1'll let your experts decide
whet her there's an inpact on correlative rights.
Secondly, there is no way that anybody got sufficient
notice to understand that they were seeking approval
of an overl appi ng spacing unit.

They couldn't | ook at anything. There
weren't any permts filed until m d-Decenber, which
means - -

THE HEARI NG EXAM NER:  Thank you.

Ms. Bennett, | did deny the notion to
vacate, because |I felt in part this issue was better
resol ved through evidence here at the hearing. So I'm
going to override the objection, because | feel I|ike
M. Feldewert has a right to ask questions about
noti ce.

Pl ease go ahead.

BY MR. FELDEWVERT:

Q M. Zink -- and nmaybe |'ve already previ ewed
it. If we |ook at your application that went out wth
the notice, it doesn't identify if the affected

wor ki ng interest owners were your first take point or
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your | ast take points are going to be for the wells?

A No, it does not.

Q Okay. And all it says with respect to the
noti ce of overlapping spacing unit is that it's going
to be overlap sonme spacing unit sonmewhere in section
36, operated by sonmeone. But you don't tell --

A Correct.

Q Even though it was your plan, and you had
t he know edge; correct?

A We -- there's no nention of -- of the
over |l appi ng spacing unit, on where it is, on the
application.

Q Or even who's going to operate?

A Nope.

Q Okay. All right. Wen you say in your
notes that you had up there in the stand, that you had
notes that C-102s -- you said "m nor oversight." What
did you nean by that?

A | believe that the -- when we applied for or
submtted the C-102s, they were signed by our
regul atory departnent, and certified that -- that
based on her understandi ng, that we had ownership
across the -- 100 percent of the lateral.

Q Why was that inportant?

A It's -- except -- at that point, we did not
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have ownership across 100 percent of the lateral. It
was a -- it was a mnor oversight.

Q These are the C-102s that you filed with the
Division that didn't identify the first take point and
the | ast take point?

A Agr eed, yeah.

Q Okay. And you're saying that the
certification on those C-102s that you filed with the
Di vi si on was fal se?

A There was a m nor oversight at -- as of her
under st andi ng of when she filed, that we had 100
percent of -- or either had joinder of 100 percent, or
we effectively owned 100 percent of it.

Q Whi ch you represented that you did, when it
wasn't true, as a conpany?

A As a conpany, in that submttal, yes. It
was a m nor oversight.

Q And in fact, isn't there a Division rule
that requires you to either have a pooling order or
have an interest in each spacing unit before you can
file C102s?

A That is correct. But also, in -- in several
of our Bone Spring applications, we do have ownership
in 100 percent of those laterals. So yes. For

certain -- certain units in the Wl fcanp,
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there's -- yes, there was a m srepresentation, and a
m nor oversight on that -- on that certification.

Q Violation of the Division rule?

A M nor oversi ght.

Q That's fine. And again, these are the
ones -- what you're tal king about is, not only were
they filed with the Division, but didn't show a first
take point or |ast take?

A Correct.

Q Okay. |Is there anything that's in your
filed hearing packet, or anything that we can | ook at
in the Division's files, that would identify how you
intend to overlap these spacing units and the footages
i nvol ved with your first take points? Anything?

A In the exhibits, specifically? No.

Q Anything that's been filed with the
Di vi si on?

A Not that |I'm aware of.

Q Anyt hi ng that was provided to the affected
wor ki ng i nterest owners?

A Nope.

Q And sitting here today, there's nothing that
shows the Division where your first take point is
going to be for your cross-state wells, and where your

first take point is going to be for your satellite
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wel | s?

A That's correct.

Q And nothing identifies to the Division, or
to anybody that's | ooked at the record, how nuch
perforated overlap there's going to be in the north
hal f of the north half of section 36?

A There's nothing in the application that

mentions that.

Q Is there anything anywhere?

A No.

Q Okay.

A As a -- as a prudent operator in the basin,
if -- 1if | were to read the application, and ny assets

were a part of that overlap, and | had questions, |
woul d reach out to that conpany and ask.

Q You don't feel like --

A And that's a standard practice that we do in
our office. If we receive sonething that doesn't make
sense, that we go get answers.

Q So in your opinion, you sent out sonething

t hat doesn't nake sense, and you expect sonebody to

call you?

A | didn't necessarily say what we sent out
didn't nmake sense. | said if | was review ng
sonet hing that | had questions on, | would reach out.
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MR. FELDEWERT: That's all the

gquestions | have, M. Zink.

THE HEARI NG EXAM NER:  Thank you. |I'm

going to turn to M. John Garcia, our technical

exam ner.

MR. GARCI A: Good norning, M.

THE W TNESS: Good nor ni ng.

Zi nk.

MR. GARCI A: M. Hearing Exam ner, |

al so have questions for M. Feldewert. So

don't

know i f he has witnesses later, or if I"'mallowed to

ask M. Fel dewert questi ons.

THE HEARI NG EXAM NER: M. Fel dewert is

not a wtness, so | don't believe that you can ask him

evidentiary questions. |f you have a | egal

that m ght be proper, but --

guesti on,

MR. GARCIA: The first one's a |egal

question, for sure.

THE HEARING EXAM NER: | think it'd be

best if we just -- this is an evidentiary hearing. |

think it would be better not to ask | egal questions at

this point. | think if our attorneys have questions

for M. Feldewert, they can pose them you know, from

the Division. But let's just --

MR. GARCI A: Oh, well that's no fun.

THE HEARI NG EXAM NER: That's too bad.
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So M. Garcia, would you ask your questions of

M. Zink, please?
MR. GARCIA: | wll.
CROSS- EXAM NATI ON
BY MR, GARCI A:

Q Morning, M. Zink. Few questions; not too

many. M. Feldewert touched on sone of them And |

believe M. Feldewert is screen-sharing, so |I'm

| ooking at this exhibit real quick.

MR. GARCIA: M. Feldewert,
since you' re screen-sharing, do you m nd
page 32 of FME's exhibit packet for ne?

MR. FELDEWERT: Page 32 of

MR. GARCI A: Yes, please.

MR. FELDEWERT: Ckay.

BY MR GARCI A:

Q Fully understand, this is just,

| guess

ooki ng at

t he PDF?

you know, to

di splay thoughts. This is no technical nerits here;

there's no nunbers to this. Has MRC, who

M. Feldewert is representing -- MRC ever

| believe

appr oached

you, asking you not to do basically the exanple on the

right side of this, but letting you know they prefer

t he exanple on the left side? Have they ever reached

out to you, saying |ike, "Hey, can you do

on the left side?"

t he exanpl e
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A No, they have not reached out at all about
this exanpl e.

Q And it mght not be this exanple directly,
just like the overall process of |ike, "Hey, there's
overlap. W prefer you not to have overlap. W

prefer you to do two standards that kind of butt up

agai nst each other," |ike what we see depicted here on
the left? And bear with ny speed; |I'mgoing to take
not es.

A We have not received any questions from MRC

regardi ng the overlap, or any questions regarding the
overlap fromthem

Q And so they haven't, therefore, pitched any
alternative devel opnent plan for you guys to conplete?

A For us? No.

Q Sorry, just taking sonme notes. Ckay. And
then quick question -- | think M. Feldewert, two
pages above, it shows the color -- sorry, let ne see.
PDF page 29, which is the color of the satellite and
the cross, and the rest of the spacing units?

A Mm hnmm

Q On your -- M. Zink, I'massum ng these

| i ght bl ue certain squares are central tank batteries;

is that correct? |'massumng they' re tank batteries.
A Those are -- those are in fact well pads,
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| ocation of existing -- or of well pads, where we plan
to -- those wells from

Q Okay. And you said this plan will help ease
surface di sturbance. Are your well pads and
facilities going to be on the sane pad, or are they
going to be separate pads?

A So we will have a -- it will be separate
pads. We have a -- off-well-site central tank
battery.

Q Okay. But all of that --

A Separate facility, yes. Yes.

Q Ckay. But these well pads and the tank
battery are already there?

A Yep. Well, they are -- they are not
existing at this nmonent. W are currently buil ding
surface for our satellite wells.

Q Ckay. So those blue squares technically

could be nmoved, if needed?

A No. | think that we've already started.
Either -- we have the approvals to execute on that,
and | -- | know the field is working on either

obt ai ning an appointnment to start building those as we
speak.
Q Okay. But high-level, they're not | ocked in

stone, because there's no equi pnent there?
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A Okay.

MR. GARCIA: Sorry. I'mtrying to see
what M. Fel dewert asked, so | don't re-ask it.

M. Feldewert, sorry for going back,
but can we go back to page 32? |It's the diagramthat
you' ve been on for a while. This one right here.

MR. FELDEWERT: This one?

MR. GARCI A: Yes, please.

BY MR GARCI A:

Q M. Zink, so if we did do the left option
for your well pads -- again, you know, | understand
this is theory exanple here. You know, they're saying
there's a 4-to-600-foot build period, makes it hard to
do the 100-foot setbacks. Have you guys at FME ever
consi dered pursuing an NSL to put these perforations

cl oser than 600 feet, if you did the |eft-hand-side

option?

A Well, | think that beconmes a -- a question
of where are you in the formation, as you're drilling
the curve. You know, with -- with standard build
rates, you know, if you're -- if you're, you know,

perforated is 100 feet, you know, you could be in a

totally different zone, depending on the -- on the
decks.
Q Ckay. Correct. Have you guys ever expl ored
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putting the build-back outside the spacing units?
Therefore, you could perf inside the spacing unit
still.

A That woul d require sone additional
docunent ati on, some surface easenents and
notifications to go off-lease, to do that back-build.

Q Okay. So therefore, it's easier just to
build inside spacing unit for you guys?

A Yeah, typically. Yeah, on-|ease, being a
| egal | ocation, correct.

MR. GARCIA: | think that's all ny
questions for now, M. Hearing Exam ner

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

Ms. Bennett, what foll owup do you
have?

MS. BENNETT: Thank you, M. Exam ner.

REDI RECT EXAM NATI ON

BY MS. BENNETT:

Q M. Zink, you were asked by M. Fel dewert
whet her -- about each quarter-quarter section
contributing proportionately to a unit. Do you recal
t hat ?

A Yes.

Q And in your opinion, is it that each
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gquarter-quarter section contributes exactly
proportionately? O is it nore or |ess
proportionatel y?

A It's nmore or | ess proportionate.

Q On the question about
back-builds -- M. Garcia just asked you a question
about back-builds, and M. Feldewert nentioned
back-builds. Back-builds are not -- would you say
t hat back-buil ds are unusual in New Mexico?

MR. FELDEWERT: | would object to the
formof the question. She objected to ny question
when | asked hi m about what their operators are doing,
and it was sustained, so | don't think he can testify
to that.

THE HEARI NG EXAM NER:  Wbul d you
restate your objection?

MR. FELDEWERT: Yes. | think it goes
outside the scope of his expertise and know edge. And
it would be unfair, because you didn't let me ask him
a question when | asked hi m what other operators were
doi ng, and his know edge of that.

THE HEARI NG EXAM NER:  Ckay.

Ms. Bennett?
MS. BENNETT: 1'Il rephrase the

questi on.
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THE HEARI NG EXAM NER: COkay, so
sust ai ned.
BY MS. BENNETT:

Q M. Zink, you nentioned a nonent ago that a
back-build in this particular area would not be
feasible; is that right?

A Correct.

Q And why was that?

A |'d been given where the surface was, and
going off -- off-lease, that would have required sone
addi ti onal docunentation that we have not secured, and
woul d be outside of the normal scope.

Q And by "additional" -- what do you nean by
"addi ti onal docunentation"? Can you expand on that a
little?

A Yeah. You'd have to acquire sone sort of
subsurface easenents or sonething fromboth a m neral
owner and a surface owner in the offsetting unit.

Q M. Feldewert asked you if there was
anything in the record that identified the overl ap.
Do you renenber that question?

A Yes.

Q ['"'m |l ooking at Exhibit C1 in the MRC
exhibits, which I'"musing only as a denonstrati ve.

This has not yet been admtted, and we woul d have sone
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objections to the adm ssion of MRC s exhibits, but |I'm
using this as a denonstrative for the nonent. Do you
see at the bottom where it says "OCD exam ner
heari ng, 10/5/2023"7?

THE HEARI NG EXAM NER: \What page?

MS. BENNETT: [I'msorry. |'mon
page -- sorry. | thought | was sharing ny screen.
But it's -- do you mnd either letting me share ny

screen, or pulling it up?
MR. FELDEWERT: Yeah, | can pull it up.
Hold on. Sorry. There we go.
THE HEARI NG EXAM NER: |s that it?
M5. BENNETT: Yes, thank you. So -- if
you could scroll down to the bottom please?
BY MS. BENNETT:
Q Do you see at the bottom it says "OCD
exam ner hearing, 10/5/2023"7?
A Yes.
Q So was this -- based on that time, or that
stanp, what's your inpression of where this came fronf
A This cane -- this was an exhibit, |I'm
assum ng, fromour satellite cases.
Q And this was done on COctober 5, 2023; is
that right?
A Correct.
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Q At any tinme after October 5, 2023, did you
hear from Mat ador?

A No.

Q Does this map depict nore or less FME' s
proposed satellite and cross overl ap?

A Yes, it does.

Q And do you -- I'mjust asking you if you
know this. Do you know if the satellite cases were
publ i shed on the OCD s docket?

A Yes.

Q Do you know if the satellite cases
I dentified that they would be targeting section 367

A Yes.

Q If the situation were reversed, and you were
MRC, woul d you have seen on the docket that the
satellite cases were targeting section 367

MR. FELDEWERT: (Objection. Calls for
specul ati on.

THE HEARI NG EXAM NER: |'m going to
overrul e that objection, because this witness is
qualified as an expert, and I from my own experience
clearly renmenber that experts have the ability to form
an opinion in their field. Are you suggesting this is
outside his field that he's qualified as an expert?

MR. FELDEWERT: Well, she's asking him
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to speculate as to what MRC woul d have been observing
and noti ced.

THE HEARI NG EXAM NER:  And how i s that
outside his field of expertise?

MR. FELDEWERT: Because he's
specul ati ng.

THE HEARI NG EXAM NER:  Well, |'ve
overrul ed that objection, based on what |'ve already
sai d.

So pl ease, answer the question -- are
you done asking the question?

MS. BENNETT: | am

But do you need ne to restate it?

THE W TNESS: Yeah, please restate it.
BY MS. BENNETT:

Q If the situation were reversed, and |I'm
asking you as Franklin Mountain Energy, would you have
seen that section 36 was involved in the satellite

devel opnent ?

A In my job, innmy role, | do nonitor the OCD
docket, and | do look at -- to where these cases are,
and where they -- and do they affect any of our

conpany assets. And so | would review that, and it

would -- | would pick up on this, that it would -- it
would interfere -- potentially interfere with our
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conpany assets, and I would reach out. O file an
obj ection, or contact our attorney, to enter the
appearance on our behal f.

Q Thank you. This slide was prepared by
Franklin Mountain Energy; is that right?

A Yes, it was.

Q And was this slide prepared for the
satellite hearings?

A Yes, it was.

Q Was there any -- so this -- and |
guess -- yeah. Never mnd. M. Feldewert asked you
sone questions about the overlap in the
conpleted -- in the lateral |ength between satellite
and cross. Does Franklin Muntain Energy plan to
address the overlap, or any purported overlap, inits
devel opment pl ans?

A Yes.

Q And is it your intention to develop this
acreage responsibly?

A Yes.

Q I s Franklin Muntain Energy proposing any
upgrades to the infrastructure in this area?

A We are, yes.

Q WIIl that inure to the benefit of MRC?

A It would, yes. We are -- we are aware that
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this area has been historically devel oped vertically,
and that the current infrastructure in place is just
not adequate to -- to handl e horizontal devel opnent.
And part of our budget for 2024 will be spending
significant capital to upgrade and build our own

pi pelines, to support our devel opnent plans in this
area and across this asset.

Q And M. Zink, earlier M. Feldewert asked
you -- and again, |'m going back to the question he
asked you about whether there's anything in the
record -- anything in the public records that would
I dentify the overlap. And | believe your answer to
that was no. But having seen the slide, and having
this -- recalling that FME prepared this for the
Di vision's hearing that day, does that change your
answer to that question?

A This -- this slide does show the
rel ati onship between satellite and cross, and the
potential overlapping unit.

Q M. Zink, do the satellite applications
identify or contain approximately the sane | anguage as
the cross applications regardi ng an overl ap?

A Yes, they do.

Q So the satellite applications say that

they'll be overlapping in section 367
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A Yes.
Q And then the cross applications say they'l|
be overl apping in section 367
A Yes.
Q Were you asking to be designated operator of
the satellite units?
A Yes.
Q Were you asking to be designated operator of
the cross units?
A Yes.
Q In your opinion, is there any question as to
who was going to be operating the satellite units?
A No, there's no question.
MS. BENNETT: Thank you. Those are al
t he questions | have. Thank you.
THE HEARI NG EXAM NER: M. Fel dewert,
cross-exam nation on the redirect?
MR. FELDEWERT: Certainly.
RECROSS- EXAM NATI ON
BY MR. FELDEWERT:
Q You nentioned -- so let ne ask you this,
M. Zink. Was MRC a party to case 23829, which we see

up, and fromwhich this exhibit was adm tted?

A MRC does not have a working interest in
that -- in that unit, no. So they are not a party.
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Q They were not an affected party?

A They were not notified.

Q Okay. Because they don't have an ownership
in the satellite units?

A That's correct.

Q And they don't have an ownership in the
north half of the north half of 367

A Correct.

Q Okay. The applications for the satellite
unit that Ms. Bennett just referenced -- were they
provi ded to MRC?

A They were nmade public to the OCD

Q Ckay. But they were not sent to MRC,
because it didn't inpact them correct?

A They were not -- yeah. They were not sent
any notices of that, because they were not a party to
that -- those cases.

Q Those unl eased m neral interest owners down
there in section one, in the south end of the cross

units; okay? Were they involved in the satellite

cases?

A No.

Q Did they receive notice of the satellite
cases?

A They're -- they were not a party to the
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satellite cases.

Q So they didn't notice?

A They did not receive notice, yes.

Q And they woul d not have received the
applications for the satellite unit?

A That's correct.

Q They woul d have only received the
application for the cross-state unit?

A That's correct.

Q Okay. And all it told themwas that it was
going to overlap sone spacing unit sonewhere in
section 367

A Correct.

MR. FELDEWERT: Okay. That's all the
guesti ons.

THE HEARI NG EXAM NER: M. Garcia, iIs
there any cross-exam nation on the redirect that
Ms. Bennett conducted?

MR. GARCIA: | believe | am okay.

THE HEARI NG EXAM NER:  Ckay.

Ms. Bennett, do you have anything
further for this witness?

MS. BENNETT: No | do not. | do
reserve the right to recall hinf

THE HEARI NG EXAM NER:  Okay. So may
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this witness be excused, subject to that? Okay.

MS. BENNETT: Thank you.

THE HEARI NG EXAM NER:  Thank you.
You' re excused.

It is 11:30. Who is your next w tness?

MS. BENNETT: M. Hearing Exam ner, our
next witness is Ben Kessel, the geol ogi st.

THE HEARI NG EXAM NER: Do you feel Iike
we can get through his direct exam nation in the next
hal f - hour or so?

MS. BENNETT: | think that, if it
pl eases the hearing examner, | would |like to discuss
wth M. Feldewert whether we can just stipulate to
his testinmony, and not do any direct or cross, except
for himto adopt his affidavit.

THE HEARI NG EXAM NER:  Ckay.

M. Fel dewert?

MR. FELDEWERT: | just have very few
guestions for him

THE HEARI NG EXAM NER:  Ckay.

MR. FELDEWERT: | nean, we've -- [|'ve
al ready stipulated to his testinony.

THE HEARI NG EXAM NER: Ri ght.

MS. BENNETT: Well, in that case then,

| understood M. Feldewert is wanting to streanline
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the cases, but we will nove forward with M. Kessel.

M. Kessel, if you please
approach -- and | do believe at least ny part will be
done very briefly.

THE HEARI NG EXAM NER:  Ckay.

MS. BENNETT: Thank you.
VWHEREUPOQN,

BEN KESSEL,
called as a witness and having been first duly sworn
to tell the truth, the whole truth, and not hi ng but
the truth, was exam ned and testified as foll ows:
DI RECT EXAM NATI ON
BY MS. BENNETT:
Q Good norning, M. Kessel. Wuld you pl ease

state your nanme for the record?

A Ben Kessel.

Q And for whom do you work?

A Frankl i n Mount ai n Ener gy.

Q And in what capacity?

A I|'mthe director of geol ogy.

Q And you've previously testified before the

Di vi sion, and your credentials were accepted as a
matter of record; is that correct?
A Yes, that's correct.

Q And are you famliar with the applications
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that FME 3 filed in these cases?
A Yes, | am
Q And did you submt an affidavit for your
direct testinony?
A Yes, | did.
THE HEARI NG EXAM NER: Ms. Bennett,
woul d you direct the witness to bring the m crophone a
little closer, because it's hard for ne to hear hinf
Thank you.
THE W TNESS: M apol ogi es.
MS. BENNETT: Thank you.
THE HEARI NG EXAM NER:  Thanks.
BY MS. BENNETT:
Q And you've prepared exhibits as well to
support your affidavit?

A Yes, | did.

Q Do you have any changes to your affidavit?
A No, | do not.

Q Do you have any changes to your exhibits?
A No, | do not.

Q At this tinme, I'd like to ask if you wll

adopt your testinony.
A Yes, | will.
MS. BENNETT: Thank you. | have no

questions for M. Kessel.
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THE HEARI NG EXAM NER: Thank you.
Cr oss-exam nation?
MR. FELDEWERT: Certainly.
CROSS- EXAM NATI ON
BY MR. FELDEWERT:

Q M. Kessel, would you -- |I'm | ooking at your
affidavit, and | believe I'"'mgoing to first go to page
184 of the 385-page PDF.

A Yes, |I'mthere.

Q And it would be your affidavit, paragraph
14-C. Are you there?

A Yes.

Q And you testify that "each quarter-quarter

section"” -- that would be each 40-acre tract; right?
A Yes.
Q -- "in the proposed units" -- you're talking

about the cross-state units; right?

A Yes.

Q -- "will contribute nore or less equally to
production"?

A Yes.

Q Ckay. And then you nake the sanme statenent
I n paragraph 22-C, with respect to the Wl fcanp?

A That's correct.

Q Ckay. So the first paragraph 14 related to
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t he Bone Spring units, and paragraph 22-C related to
the Wol fcanp units; right?

A Yes.

Q Okay. Why did you provide that opinion?
What' s the purpose?

A The purpose is to show the contribution
along the | ateral.

Q Why is that inportant?

A It's inportant to just -- to show that nore
or |less, that we expect equal contribution along the
| at er al .

Q Along the lateral. GCkay. And is that
because you don't want to adversely inpact the
correlative rights of the parties that you were
pooling into your spacing unit?

A It's nore froman opinion of a reservoir, a
subsur face opi nion.

Q Okay. Why is that opinion inportant?

A Because it's --

MS. BENNETT: Objection, M. Hearing
Exam ner. He's already answered that question.

THE HEARI NG EXAM NER: M. Fel dewert?

MR. FELDEWERT: \What was your answer?

THE HEARI NG EXAM NER: M. Fel dewert?

MR. FELDEWERT: Well, 1I'mnot sure he
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answered it.

THE HEARI NG EXAM NER:  Wel |, then we
have a court reporter who can find the answer to the
guestion. And what was the question that you were
objecting to?

M5. BENNETT: What's the inportance
of -- or why did he include this |Ianguage in his
affidavit?

THE HEARI NG EXAM NER:  Ckay. Let's
see.

(The reporter read the record as

requested.)

THE HEARI NG EXAM NER: Did you hear
that, M. Fel dewert?

MR. FELDEWVERT: Yes.

THE HEARI NG EXAM NER:  Ckay.

MR. FELDEWERT: Why is that inportant?

THE HEARI NG EXAM NER:  So hol d on,
don't answer the question yet. So |I'm sustaining the
obj ection, so now please rephrase the questi on.

MR. FELDEWERT: Certainly.

BY MR. FELDEWERT:
Q VWhy is that inportant?
A It's inportant for us to show that we are

contacting the reservoir along the lateral, and that
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we are intending on conpleting along that entirety of
the reservoir -- or of the lateral.

Q Are you aware that production is shared from
that well bore on a straight-acreage basis?

A | am awar e.

Q Okay. And that's required by the pooling

statute?
A | am awar e.
Q And are you aware that the pooling statute

requires the Division to ensure that the correl ative

rights of the working interest owners being

affected --
A Yes, | am
Q -- are not inpacted by a devel opnent plan?

MS. BENNETT: Objection, M. Hearing
Exam ner. That's a | egal question, not a geol ogy
questi on.

THE HEARI NG EXAM NER: Obj ection is
sustained. You don't have to answer that question.

M. Feldewert, please continue.
BY MR. FELDEWVERT:

Q If a 40-acre tract is not neeting that

standard; okay? |Is that a problenf

MS. BENNETT: Objection. Calls for

speculation. And there is no indication that there is
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a 40-acre tract that is not neeting that standard.

THE HEARI NG EXAM NER: M. Fel dewert,
is that based on the evidence, that question?

MR. FELDEWERT: |It's based on his
opinion. It says, "wll contribute nore or |ess
equal ly."

THE HEARI NG EXAM NER: |'m going to
al l ow t he question.

BY MR. FELDEWERT:

Q What happens if it doesn't?

A "' mnot sure how we would know t hat,
from-- wthout significant expense in testing, to
understand what the contribution is. And | think even
at that point, it would be speculative and maybe a bit
uncl ear.

Q So does it concern you at all, with respect
to the rights of the owners in the proposed
cross-state unit --

A Was that the end of the question?

Q No, I'mtrying to get the exhibit. Sorry
about that. Gve me a mnute. So owners in the
cross-state unit -- let's take those unl eased m neral
i nterest owners down there in section one, which
think is roughly where MRC owns its interest as well;

okay? They're going to have included in your proposed
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spacing unit 40-acre tracts that are essentially going
to have two straws in the same reservoir; correct?

A That is incorrect.

Q Wasn't the satellite state wells going to
drain fromthe sanme reservoir in the north half of the
north half as the cross-state wells?

A The satellite wells will capture reserves
that the cross wells do not. Therefore, that's a net
benefit.

Q Aren't their conpleted intervals going to
overl ap?

A M nimlly.

Q How much -- what do you consider to be
"mnimlly"?

A On average, we're 600 feet fromthe north
line on our first take points.

Q Okay. How nmuch of overlap is there going to
be in the conpleted interval between the cross-state
wells and the satellite wells in the north half of the
north half of section 367

MS. BENNETT: Objection, M. Hearing
Examner. This is a geology witness, not a drilling
or production engineer, and so | think this is outside
of the scope of his testinony.

THE HEARI NG EXAM NER: M. Fel dewert?
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MR. FELDEWERT: He offered his opinion
that they're going to contribute nore or |ess equally.
It would seemthat he would have to have know edge of
this -- of their devel opnent plan, and what they
intend to do, to nake -- offer that opinion.

THE HEARI NG EXAM NER: Ms. Bennett?

MS. BENNETT: M. Hearing Exam ner,

M. Kessel's opinion is based on the geol ogy, and
whet her there are any geol ogic i npedi nents that woul d
| npair each quarter-quarter section fromcontributing
nore or less equally. That's the focus of his study,
I's to understand the geology in the area, and whet her
each quarter-quarter section has the potential to be
producti ve.

THE HEARI NG EXAM NER: M. Fel dewert,
" mgoing to sustain the objection. Can you rephrase
your question to keep it within the scope of his
expertise?

MR. FELDEWERT: Well, ny question is
whet her he can answer the question of how nmuch the
perforated intervals are going to overlap, and
therefore drain the sane reservoir; okay? And the
answer to that question.

THE HEARI NG EXAM NER: Ms. Bennett?

M5. BENNETT: That is the question
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was objecting to, based on the fact that that's
outside of his expertise.

THE HEARI NG EXAM NER:  So
M. Feldewert, there's no way for you to rephrase that
guestion to ask it based on his expertise?

MR. FELDEWERT: M understanding is
that he believes that, based on the geology in their
devel opnent plan, that the tracts are going to
contribute nore or less equally. It's what he's
testified to. So if he's going to offer that opinion,
t hen he needs to understand what their proposed
drilling plan is going to be.

THE HEARI NG EXAM NER: M. Fel dewert, |
understand Ms. Bennett's objection that his expert
opinion is based solely on the geology. And so he's
here as an expert in geology. So if your question
doesn't focus on the geol ogy aspect of his opinion,
then it's inproper.

MR. FELDEWERT: Ckay.

BY MR FELDEWERT:

Q Can you give ne an exanple, M. Kessel, of
when a 40-acre tract would not contribute nore or |ess
equally to the production fromthe well bore?

MS. BENNETT: M. Hearing Exam ner,

that's beyond the scope of M. Kessel's direct, and so
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| object.

THE HEARI NG EXAM NER: Wl |,

Ms. Bennett, he has been qualified as an expert in
this field. And | believe I"'mgoing to give the sane
| atitude | gave to you, in that experts can -- and we
can |l ook at the rule. Even though the rules of

evi dence are not -- let nme pull it up.

Even though the rules of evidence are
not in effect in the same way that they would be at a
crimnal or civil trial, 11-702 | believe is the
expert -- here it is, yes. Okay. So what the rule
says is, "Awitness who's qualified as an expert by
know edge, skill, experience, training, and educati on,
may testify in the formof an opinion or otherwise, if
that expert's know edge will help the trier of fact to
understand the evidence, or to deternmine a fact in
| ssue. "

So M. Feldewert, how does that
guestion help the trier of fact -- not necessarily ne,
but the Division, when they take this case under
advi senment -- how does that question help the Division
under stand the evidence, or determne a fact in issue?

MR. FELDEWERT: The Division will need
to, if it has enough information, exam ne their

proposed spacing unit and their devel opnent plan, and
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ascertain whether it neets the standards of the
order -- of the pooling statute, which requires that
t he proposed spacing unit and devel opnent plan does
not negatively inpact correlative rights; okay? W
question to himis to provide an exanple of when a
40-acre tract would not neet the standard necessary
for pooling, since he offered an opinion that it does.
THE HEARI NG EXAM NER: And Ms. Bennett,
" mlooking at the rest of the expert opinion. This
Is rule 11-703. "An expert may base an opinion on
facts or data in the case that the expert has been
made aware or personally observed. |[|f experts in the
particular field would reasonably rely on those ki nds
of facts or data in form ng an opinion on the subject,
t hey need not be adm ssible for the opinion to be
adm tted.
"But if the facts or data would
ot herwi se be inadm ssible, the proponent of the

opi nion may disclose themto the jury only if the

probative value” -- and it goes on. So hearing the
rule, do you still maintain your objection?

M5. BENNETT: | agree that M. Kessel
Is -- if he understands the question, then he can
answer it, and I will w thdraw the objection.

THE HEARI NG EXAM NER:  Ckay.
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And M. Kessel, |'mjust goi
advi se you that, when you answer this quest
must be based on your expertise.

THE W TNESS: Ckay.

THE HEARI NG EXAM NER: So do
under st and the question?

THE W TNESS: Maybe like ar

THE HEARI NG EXAM NER:  Yes.
restate the question?

MR. FELDEWERT: Can you read

THE HEARI NG EXAM NER:  Sure.

M. Court Reporter, can you
guestion that M. Fel dewert asked about thr
m nut es ago, before there was an objection?

(The reporter read the recor

request ed.)

THE W TNESS: Yes. If -- th

sonme i ssues that we could have done whol e,

stage was screened down in conpl etion, because of the

geol ogic factors. Sonetines that does happ
you have to skip stages. So --
BY MR. FELDEWERT:

Q Let me stop you there, on that fi

exanple. So then you'd have |ess perforati

ng to

ion, it

you

ephrase, or

Wul d you

it back?

read the

ee or four

d as
ere are
like if a

en, where

rst

ons I n that
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40-acre tract than in others?
A You woul d have a |less effective frack.
Q Less effective frack. Okay, go ahead.
A There coul d be other nechanical issues down

a hole, where you have to skip a stage.

Q Skip a frack stage?

A Correct.

Q That means that we'd have | ess perforations?
A Correct.

Q In a 40-acre tract versus other tracts?

A It just would be a stage-by-stage basis.

Q Ckay. But in your exanple, you would have,

for exanple, a particular 40-acre tract, you nay have
a problemw th your perforations such that that
40-acre tract is not perforated simlar to the 40-acre
tracts?

A That coul d happen.

Q Okay. And that would be an exanple where it
woul dn't contribute nore or |ess equally?

A That could -- that could be a factor.

Q Ckay. \What el se?

A There coul d al so be subsurface structures,
|i ke faults, fractures, that nmake the frack | ess
ef fective.

Q And again, then, that frack would not
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contribute proportionately to the production fromthe
wel | ?

A It m ght not.

Q Ckay. Any others?

A That's all | can think of for now

MR. FELDEWERT: Okay. That's all the
guestions | have. Thank you.

THE HEARI NG EXAM NER:  Ckay.

M. Garcia, do you have any
cross-exam nation for this w tness?

MR. GARCIA: M. Kessel, are you
confortable tal king about frack design and
characteristics? O is that another w tness?

THE WTNESS: It's -- it's not ny
expertise, but | could attenpt to answer the question.

MR. GARCI A: Ms. Bennett, do you have a
w tness that's confortable with frack design and
characteristics?

MS. BENNETT: Yes.

MR. GARCIA: Ckay. | will --

M5. BENNETT: To the extent --

MR. GARCIA: They're very m ni nal
guestions, so I'll reserve ny questions for, |
bel i eve, your reservoir engineer.

MS. BENNETT: Thank you.
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THE HEARI NG EXAM NER:  Thank you,

M. Garcia.
Ms. Bennett, would you ide

w tness that M. Garcia was aski ng about?

MS. BENNETT: Yes. That woul d be

M . M:Coy.

THE HEARI NG EXAM NER:  McCoy? Ckay, SO

John, that's M. MCoy.
MR. GARCI A: Thank you.
THE HEARI NG EXAM NER: W |
MS. BENNETT: He will be.
THE HEARI NG EXAM NER:  He'

Ms. Bennett, any redirect

cross-exam nation that M. Fel dewert asked?

MS. BENNETT: Yes.
THE HEARI NG EXAM NER:  Go
REDI RECT EXAM NATI ON
BY MS. BENNETT:
Q M. Feldewert asked you about t
m neral interest owners in section one.
t hat ?
A Yes.
Q Do you know if MRC Perm an owns
in section one? I'msorry -- in section

A | don't believe they do.

ntify the

| he be | ast?

|1 be | ast.

based on t he

ahead.

he unl eased

Do you recal

any interest

367
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Q W Il Franklin Mountain Energy's plan have
any inpact on the owners in section one, in terns of
accessing the reserves in section one?

A No. Qur plan is nore conplete, where we
access reserves that would have been left behind in a
tradi tional non-overl appi ng spacing unit.

Q So what you're saying, then, if | understand
your response, is that you're accessing additional

reserves in 36 that could not otherw se be accessed?

A Yes.

Q Is that a detrinent to section one owners?
A No.

Q Are the owners in section one -- well, |

don't think this is within your expertise, so | won't
ask that question. Are you famliar with the
Division's proximty tract rule?

A Vaguel y.

Q What ' s your understandi ng of the proximty

tract rul e?

A Um - -

Q Actually, that's okay. | appreciate you --
A Sorry.

Q Yeah, that's fine. | sort of threw you a

curvebal |l there.

THE HEARI NG EXAM NER: Are you
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wi t hdrawi ng t he question?

MS. BENNETT: |I'mw thdrawi ng the
guesti on.

| think those are all the questions |
have for you, M. Kessel. Thank you for

your tinme.

THE HEARI NG EXAM NER: My this w tness

be excused?

MS. BENNETT: Subject to

recall.

THE HEARI NG EXAM NER:  We' || do that

for all of your w tnesses, subject to recall.

MS. BENNETT: Thank you.

THE HEARI NG EXAM NER: Ckay. It is now

noon. |'d like to take a lunch break, but keep it

brief, because |I don't know how this is
and I'd like to wap this up in one day.
M. Fel dewert, how |l ong do you want for

MR. FELDEWERT: Well, we

goi ng to go,

| unch?

all have to go

out to get our lunch -- yeah. So an hour?

THE HEARI NG EXAM NER:  Okay. Well, we

may be here after 5 o'clock today, but okay. W'IIl be

off the record from12 to 1, and we wl
then. Thank you.

(OFf the record.)

THE HEARI NG EXAM NER: |t

come back

s 1 o'clock

on February 8. W are continuing this special
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heari ng.

And Ms. Bennett, do you have your next

W t ness?

MS. BENNETT: | do. Thank you,
M. Hearing Examner. At this time, 1'd like to call
Cory McCoy.

THE HEARI NG EXAM NER:  Now, he was
going to be your |ast wtness.
MS5. BENNETT: That's correct.
THE HEARI NG EXAM NER: Are we
swi tching? Okay.
You're going to be sworn in, M. MCoy.
MR. MCCOY: Okay.
VWHEREUPOQN,
CORY MCCOY,
call ed as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothing but
the truth, was exam ned and testified as foll ows:
THE HEARI NG EXAM NER:  Thank you, sir.
MS. BENNETT: Thank you.
THE HEARI NG EXAM NER: Ms. Bennett?
DI RECT EXAM NATI ON
BY MS. BENNETT:
Q M. MCoy, please state your nanme for the

record.
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A Cory McCoy.

Q Thank you. And for whom do you work?

A Frankl i n Mount ai n.

Q I n what capacity?

A As a production engi neer and reservoir
engi neer.

Q And earlier today, we went through your

resune, which was attached to your affidavit as
Exhibit D-1. 1Is that a true and accurate copy of your
resume?

A Correct.

Q And you were accepted as an expert in
petrol eum and reservoir engineering matters. Are you

famliar with the applications FME 3 filed in these

cases?

A Yes.

Q Did you prepare an affidavit in these cases?

A | did.

Q Did you prepare exhibits?

A | did.

Q Have you had a chance to review your
affidavit?

A Yes.

Q And in review ng your affidavit, was there a

change that you wanted to nake to your affidavit?
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A Yes. I n paragraph four, change "Del aware"
to "Perm an."

Q Okay. | will go ahead and get this up on
the screen. Here in paragraph four, where it says
"Del aware," you wanted to change that to --

A Per m an.

Q Okay. And why is that?

A Because |'ve worked in the Mdland basin as
well, in Texas.

Q Okay. And with that change, do you adopt
your affidavit and your exhibits as your testinony?

A | do.

Q Your testinony had three primary takeaways
t hat you were going to discuss today, prior to MRC s
wi t hdrawal of its applications; right?

A Correct.

Q And so of the three takeaways, takeaway
nunber -- the first bullet is the one that is
presently before the Division; is that your
under st andi ng?

A Yes.

Q Okay. And if you wouldn't mnd giving the
Di vi si on sone additional background on the -- it's
paragraphs 11 and 12 in your affidavit, which | have

hi ghl i ghted here, where you discuss the benefits and
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the co-devel opnent between the satellite and cross

units. WII you provide a bit nore color on that, if

you will?
A Yeah. So being able to codevel op and use
one corridor, we're able to develop our plan -- 16

cross, 16 satellite, so a total of 32 wells, all
comng to a central tank battery. As nentioned
previously, we're already pushing dirt on the
satellite, so those costs are already being -- dollars
al ready being spent.

So the cross-unit at the end of the whole
project will obviously be reallocated to everything.
But because it's over 32 wells, RFEs are going to be
cheaper, rather than two i ndependent projects.

Q Thank you. And how about the actual
overlap? In your affidavit, you tal ked about how
codevel oping these units will allow oil and gas
reserves located in the north half of section 36 to be
accessed that wouldn't otherw se be accessed. Can you

explain a little bit nore about that to the exan ners?

A Yeah. So being able to -- to overlap
and -- and codevel op essentially is you're just
ext endi ng your conpleted |ateral footage. And -- and

this reservoir where we're | ooking at be out per foot.

So |ike every foot counts in that -- in that well.
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So if we're able to get an additional 500
feet, that's two nore frack stages, tinmes -- you know,
just easy math. A hundred, you know, a foot -- |
mean, that's substantial doll ars. So that overlap is
I npactful as regarding a recovery of resources.

Whereas the two i ndependent heel -to-heel
curves as we've discussed in the previous testinony
here shows that there's a delta of about 500 feet. So
we've -- we've ran math with our drill engineers and
wel | pl anners.

If you want to build on ten degrees per
hundred, and that -- that horizontal section fromthe
section line to basically the -- the cartoon first
take point, there's going to be 500 feet. And ten
degrees per hundred is industry standard.

What we're doing here in the -- in the
overlap is we're just noving that sane curve, but
we're -- we're putting them back-to-back, so we're
able to -- to access that resource that would not be
caught in the two i ndependent heel -to-heel contact.

Q Thank you. And so | think you were talking
about this as the cartoon, the first cartoon you were
tal ki ng about; right?

A Correct.

Q By this, | mean the standard spacing unit
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heel -t o- heel diagram
A Yep.
Q And so when you said -- and |’

not going to renenber what you said. Ten feet per

500, or sonething like that? Ten degrees per 5007

A Yeah. Ten degrees per -- per

Q Per hundred?

A Yeah. Which is -- we call that a build

rate. And that's -- basically, if you want to think
about a train, and how a train turns, you can't -- a
train can't turn at 90 degrees. |It's got alot -- a

| ot of nmonmentum behind it.

Simlar with drill pipe and dr

takes time to bend, and -- and turn those tracks,

and -- and have a train turn. So a sim
anal ogy here, is that you're -- you're |
giving -- you're giving up footage, as t

heel -t o-heel interaction there.

Q And so | ooking at the standard unit

heel -t o- heel , what you're saying is that

top -- the blue line essentially represents the build

curve; is that what you're saying?

A Correct.

Q And that build curve is 10 degrees per

hundred feet?

m definitely

hundr ed.

illing, it

| ar ki nd of
ust

he -- with the

fromthe
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A Yep.

Q And that's what limts the ability to get a
first take point at 100 feet; is that what you're
sayi ng?

A Yes. We've ran math on hypotheticals, if
you want to go into that of what it takes as well.

Q That's okay. The next cartoon, though, the
overl appi ng spacing unit heel-to-heel. Wat you're
showing there is the sane -- a simlar build curve,
but that you' re able to condense the distance between

the two take points? |s that accurate?

A Yeah. So the -- this visual shows a
back-build, so we're able to -- to back
behind -- build behind the section |line and cone in at
a -- at a flatter angle, rather than sitting at the
top of the section line, and drilling down and then
trying to turn. So we're -- we're just taking a -- a
| arger angle of -- of approach to -- to hit

the -- that |anding point.

Q What is your overall assessnent of the
over |l appi ng or co-devel opnent, in terns of reserves?
Is it your opinion -- what is your opinion about FME

3's ability to access reserves?
A | mean, | think it -- it's -- | mean, this

definitely overlapping plan is far nore superior than
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probably the -- than the heel-to-heel in other basins.

They've -- they've identified this as -- as kind of an
of f-1 ease pot, where you can drill off-1ease and cone
in at a wider -- wider angle and -- and hit that first

take point, to maxim ze lateral angle. So I nmean, the
cross-sections here in -- in the state of New Mexico,
there's -- there's probably significant resources not
getting devel oped in a heel-to-heel interaction.

Q One of the other itens that you testified to
in your affidavit was that you would reduce costs
whil e maxi m zing reserves. Can you explain a little

bit nore about how it reduces costs?

A Yeah. Alot of it is fromthe -- fromthe
surface, so we're able to commngle. W're able -- we
don't have to drill, or don't have to npbve dirt on

multiple paths. So a snmaller surface disruption
t here.
We're bringing in one takeaway, one

pi peline, one waterline, around nultiple comng in on
the pipeline corridor. So those are really the
di vi dends that we see comm ngling those two -- not
comm ngling. Codevel oping those two units.

Q You were here earlier today, when
M. Fel dewert was asking M. Zink and M. Kessel about

t he di stance between the two take points on this
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slide -- were you here then?

A Correct.

Q And this slide is illustrative onl
It's not -- this doesn't reflect your actual
devel opnent pl an?

A Correct.

y; right?

Q But in analyzing this option of codevel oping

t hese four sections, what do you think the overlap, or

the -- yeah, the overlap, | guess, for |ack

better word, would be there? Between the fi

of a

rst two

take points, or the overlap in their conpleted

| ateral s?

A Yeah, so there -- there would be sone

overlap. |It's probably going to be 90 to 100 feet,

but there's nultiple ways to -- that we can

mtigate

that, whether it be fromthe -- when we do our

conpletions, we can -- we can stage our first -- first
perforations. So there -- we can mnim ze overl ap.
We've also -- so -- so that's one way to

mtigate overlap. But yeah, well bores wll

be -- be

over| apped. Whether they're going to be perfed and

producing in that zone is a different story,

and we'l|l

have to get with our conpletions and drilling team

and get as-drill, and see how -- how that p

ays out.

Q One thing you nentioned just a m nute ago
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that really resonated with ne is that you'll

be -- "you," Franklin Muntain Energy, will be able to
control this devel opnent plan, and so you'll be able
to nonitor the staging the perforations. D d |
understand that correctly?
A Yeah. Correct.

MS. BENNETT: That's all | have for the
nmonment. Thank you.

THE HEARI NG EXAM NER: M. Fel dewert?

MR. FELDEWERT: |1'mgoing to go to your
Exhi bit B-8, M. MCoy.

THE HEARI NG EXAM NER: \What page
nunber ?

MR. FELDEWERT: That's what |'mtrying
to get to. Looks like 32 of the 385 PDF

CROSS- EXAM NATI ON

BY MR. FELDEWERT:

Q Okay. Got it up on screen. Are you there,

M. MCoy?
A | found it.
Q Ckay. So now, what you show here, in terns

of your overlap, would you agree with nme that your
back-buil d, and what you need to do, and where you can
first perf based on the back-build, starts with where

you put your well pad?
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A That is part of it.

Q Okay. So for exanple, if your well pad
wasn't on, as you depict here in the north half of the
north hal f of section 36, but was either on the
acreage to the north of that or in the south half of
36, then that would inpact your ability to back-build
and reach a 100-foot setback take point; right?

A Pulling up the map here. Sorry. |I'ma

vi sual guy.

Q Sur e.

A So again, section one -- 36 here. So your
questi on?

Q So | nmean, your diagram here is based on

surface hole location in the north half of the north

hal f; right?

A Yes.

Q Ckay. If you didn't have a surface hole
| ocation there, and you did need to build -- let's say
a surface hole was over to -- in section to the north;
right? Then you would have the ability to drill down

into the north half of the north half and reach the
100-f oot take point and perf there?
A We'd be off-1|ease, but as established

earlier in Lee's testinony, there are, | guess,
regul atory -- there's paperwork that can be approved.
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Q Addi tional paperwork that could be approved,
but you have to do additional paperwork?

A But we woul d be al so of f-1ease again,
currently.

Q Al right. Another option is that you could
be on the south half of the north half, | guess
on-| ease sonmewhere, and then you coul d back-build and

per haps reach the 100-foot take point; right?

A | don't agree with that one.

Q How cl ose could you get?

A As -- as we ran nunmbers with our directional
pl anners, if we have -- if Rix Kelly [ph] is right on
the section line, and we drill straight down, it
Is -- it's going to take around 56 degrees per hundred

to lay in the curve at 90 degrees at 100 feet for the
first take point. Current technol ogy, additi onal
operational risk, it's not possible.

Q But when | | ook at what you filed,
Cross-state spacing unit, you see that? There's your
surface hole location in unit E; right? That'll be
the south half of the north half of section 367

MS. BENNETT: Can you --

MR. FELDEWERT: On the screen?

THE W TNESS: Yeah, |'m |l ooking. South
hal f of the --
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MS. BENNETT: M. Exam ner, may | ask
M. Feldewert to scroll down just a little bit, so we
can see which well this is, and which -- what we're
| ooki ng at here?

MR. FELDEWERT: So this is the C 102
that your conpany filed. Forget the operator
certification; we've already tal ked about that.
Here's the 701-H for the Wbl fcanp.

M5. BENNETT: M. Examner, | object to
the characterization about the Wl fcanp. And as
M. Zink testified earlier, Franklin Mountain Energy
does have an interest in every tract in the WlIfcanp.

THE HEARI NG EXAM NER: So what is your
obj ecti on?

MS. BENNETT: | object to his
characteri zation of "forget the C- 102, forget the
certification, we've already tal ked about that."
That's a m scharacterizati on.

THE HEARI NG EXAM NER: M. Fel dewert?

MR. FELDEWERT: That's fine. | was
forgetting it -- nmy question.

BY MR. FELDEWERT:

Q This is the C-102 that your conpany filed
for the 701 -- cross-state 701-H; right?

A Yes.
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Q Ckay. And it was filed in November of '23,
and then approved by the Division in Decenber of '23;

right?

A Correct.

Q And on here, you show that your surface hole
| ocation is going to be unit E of 36 -- would be the

south half of the north half; right?

A Correct.

Q And then according -- it doesn't show where
the first take point is going to be, but this is where
you i ndicated your surface hole |location is going to
be. |Is that changed now?

A ' m not sure.

Q You know that every foot counts; right?

A Absol ut el y.

Q Okay. And your -- give ne a mnute. And
according to your plan, the cross-state unit is only
going to have about -- what, 600 feet of perforated
interval in the north half of the north half?

A Yes.

Q That's it? Okay. And the renmaining tracks,
for the nost part, are going to have --

A Si x hundred feet.

Q I''m sorry?

A On the north.
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Q Si x hundred feet on the north?

A Yeah.

Q Okay. So that 40-acre tract, those tracts
are on the north half of the north half, only have
about 600 feet of perforated interval for the
cross-state?

A Yes.

Q Ckay. The remaining tracts in the
cross-state unit are going to have -- what, al nost

tw ce that?

A The remaining -- as in --
Q The remaining tracts in the cross-state
units will have twice the perforations as you planned

for the north half of the north half.

A Not sure | understand your question.

Q The perforated lateral is renoved to the
south half of the north half, and then the north
half -- or the south half of section one, and the
south half of the south half of section one. The
perforated intervals for those 40-acre tracts wll be
twice what it is for each tract in the north half,

north half; right?

A Not necessarily.
Q You' re not planning on perfing those tracts?
A W will perforate the overlap. Once -- once
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the wells are drilled, we'll -- we'll have the -- the
perforation from 600 feet to the north half, north
hal f .

Q Ckay. So let's go to the -- maybe it's
easi er showing on this plot that you actually filed
with the Division. So the --

MS. BENNETT: M. Examner, if he could
slide the slide down, so we could see which plot he's
t al ki ng about ?

VMR. FELDEWERT: [|'m sorry.

THE HEARI NG EXAM NER: Is it possible
to zoomout a little bit --

MR. FELDEWERT: Yeah, | could. |
could. Al right.

THE HEARI NG EXAM NER: -- so that we
could see nore of the exhibit?

MR. FELDEWERT:  Sure.

THE HEARI NG EXAM NER: That's hel pful .

MR. FELDEWERT: Can we still see it?

THE HEARI NG EXAM NER: | can.

BY MR. FELDEWVERT:

Q So this -- for the record, this is for what
you filed for the -- in Novenber, for the cross-state
701-H Is that correct?

A Yes.
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Q Okay. All right. And if |I'm understandi ng
you correctly, your devel opnent plan nowis to
perforate -- let's just take the west half of the west
half. Perforate -- starting perforation about hal fway
t hrough the north half of the north half?

A Yes.

Q And then your perforations would continue
south, along the well bore?

A Yes.

Q Okay. And so when we get to that -- south
hal f of the north half unit, that would have -- what,

twice as many perforated |ateral? 600 to roughly 1200

feet?
A Yes, by that math.
Q Okay. Sanme thing for the remaining tracts?
A Yep.
Q Ckay. And as you pointed out, every foot

counts. And you cal cul ated about 100 barrels of oi
per foot?

A Yeah, for sinple math.

Q Ckay, sinple math. Let's just keep it
sinple. So that neans that the tract here in the
north half of the north half, since it's only going to
have half the perfs, it's only going to produce about

hal f of the expected production fromthe renmaining
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five tracts?

A | would argue that it's -- we're gaining
perfs conpared to -- by doing the back -- back-build
than the typical heel-to-heel

Q But taking into account where you put your
surface hole location. But my point is -- okay?
Let's keep it sinple. |If each of these tracts produce
ten barrels of oil; okay? And you only have half of
the perfs in the north half of the north half as
exhibit tracts, it would only produce, sinple math,
about five barrels of oil.

A Yeah, that would be the proportionate share.
Yep.

Q And then all these -- well, these m neral
and interest owners would share in the production from
that well bore on a straight-acreage basis; right?

A Correct.

Q So they would be forced to share all these
wor ki ng i nterest owners down here in the renmai nder of
36 and section one would be forced to share their
production in the well bore, as if the north half of
the north half was producing ten barrels of oi
i nstead of five; right?

MS. BENNETT: M. Exam ner --
THE W TNESS: Correct, but --
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MS. BENNETT: | object to this

guestion. | don't understand -- | don't think that
this is within -- the idea of sharing, and howit's
going to inpact the owners in section one, | don't

know that's within M. MCoy's expertise.

MR. FELDEWERT: | was going to say,
because he's a drilling engineer, and he offered his
opi nion on correlative rights.

THE HEARI NG EXAM NER: Ms. Bennett?

M5. BENNETT: If M. MCoy understands
the question, then I'll waive nmy objection.

MR. FELDEWERT: He al ready answered the
question. He said "correct."

MS5. BENNETT: | don't believe he
answered the question.

MR. FELDEWERT: Ask the court reporter.

(The reporter read the record as

requested.)

MR. FELDEWERT: All right. That's all
the questions | have. Thank you.

THE HEARI NG EXAM NER: Do you have any
redirect?

MS. BENNETT: | do, yes.

THE HEARI NG EXAM NER: Pl ease.

MS. BENNETT: Would you like ne to do
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ny redirect before M. Garcia asks his questions,
or --

THE HEARI NG EXAM NER: M. Garcia, do
you have any questions for this w tness?

MR. GARCI A: Just a few

THE HEARI NG EXAM NER: Pl ease, go
ahead.

CROSS- EXAM NATI ON

BY MR, GARCl A:

Q Afternoon, M. MCoy. Did I say that
correctly?

A Yes.

Q Qui ck few questions about fracking. For
these two wells, the satellite and the cross-spacing
in the well bores, how far apart are your frack and
perf clusters?

A Bet ween -- between stages or between wells?

Q Bet ween stages. Sorry about that.

A Qur stages are 220 feet.

Q Ckay. And | guess with these being slight
overl ap between the satellite wells, is that 220 feet
going to kind of be near between first take point,
first take point?

A Yeah. The stages will be adjusted as -- as

the as-drills cone in.
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Q Okay. And are you guys pl anni ng
on -- losing ny word of thought here, but
stack-fracking these; therefore, you re not doing both
| ast frack stages at the sane tine as each other. Are
you guys expecting any frack kits from each ot her?

A We will codevelop these if we have the
opportunity, all 16 at a tinme -- 16 together, eight at
atime, sorry.

Q Ckay. Yeah, because |ike when | used to
frack, you know, you start one well ahead of the
other, so their zones get farther apart while you're
fracking. Because you're codevel oping, no worries
about parent and child effects with these wells at
all, with the 16 cross and the 16 satellite?

A No. This is all virgin reservoir, so
there's not a parent that's been depleted in the
section in that -- that we are targeting.

Q Okay. And then | know you are going to
w ne-rack your crossbow wells. Are you also
wi ne-racking your satellite, and if so, are they
of fset wine racks with each other?

A Yeah, so we'll -- those devel opnments are
w ne-racked, and they'll be back-to-back, so it'll be
al rost a continuous four-mle reservoir.

Q It'1l be a slight horizontal deviation, so
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you guys don't have collision?

A Yes. Correct.

Q Okay. | guess how nuch buffer zone do you
guys -- |l ooking out for that slight horizontal
devi ati on?

A Check with our drilling on AC, but usually
It's probably 30 -- 30 feet of uncertainty. So

we'll -- we'll stagger themas -- as far as we can,
but -- and definitely have it be on point when we
start drilling with the AC.

Q Yeah, but once all drilled and done and
fracked, essentially these will be alnost in |line, as

cl ose as you can get with nodern-day technol ogy?

A Can you repeat the question?

Q Once it's all drilled and conpl et ed,
basically the crossbow and the satellite wells w |
essentially be in line with each other, as far as you
can get with nodern-day technol ogy?

A Yeah.

MR. GARCIA: | think that's all ny
gquesti ons.

THE HEARI NG EXAM NER: Thank you,
M. Garcia.

Ms. Bennett?

MS. BENNETT: Thank you. | do have a
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few redirect questions. And if | could use the
screen, that would be awesone.
MR. FELDEWERT: Oh, yeah. Sorry.
REDI RECT EXAM NATI ON
BY MS. BENNETT:

Q " mgoing to turn back to page 32 of the
materials, which is the overview of the -- the
Il lustration of the standard versus overl apping
spacing unit.

A Okay.

Q And so M. Feldewert asked you about the 600
feet of perforated lateral length in the north half,
north half. Do you renenber that?

A | do.

Q And if we're looking at this standard
spacing unit heel-to-toe, what's the approxi mate
di stance between the section line and the first take
poi nt ?

A Built on -- if the curve is built on tens,
it's around 600 feet.

Q And so does that nean that, even with the
standard spacing unit, there would be about 600 feet
of |ost reserves?

A Correct.

Q Does your overl appi ng spacing unit
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heel -t o- heel reduce that di stance between the section

line and the first take point?

A Bet ween the section line and first take
poi nt ?
Q Let me start again. |'msorry. | wthdraw

that question. So you're |ooking at the standard
spacing unit. There's about 600 feet between the
section line and the first take point?

A Correct.

Q And then in the overl appi ng spaci ng unit,
t hough, your first take points are nmuch cl oser
t oget her?

A Yes.

Q So when you' re proposing the overl apping
spacing unit, are you able to get closer -- the first
t ake points closer to each other than in the standard

heel -to-heel unit?

A Yes. It's about half.

Q And so are you able to access nobre reserves
t hat way?

A Yes.

M5. BENNETT: Those are the only
guestions | have -- redirect. Thank you.

THE W TNESS: Thank you.

THE HEARI NG EXAM NER: Any cross based
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on that?

MR. FELDEWERT: Sure. Yes. |If | may
share?

RECROSS- EXAM NATI ON
BY MR. FELDEWERT:

Q M. MCoy, first off, again, your surface
hol e | ocation dictates what you can do in terns of
getting that first take point; right? You start with
a surface hole |location, and you go fromthere; right?

A Yes, that's part of the equation.

Q Okay. All right. And in putting together
this exhibit package, you all attenpted to represent
what your actual drilling plan is; correct?

MS. BENNETT: M. Hearing Exam ner, if
| could ask M. Feldewert to zoomout, to see if this
is part of our hearing packet or not?

MR. FELDEWERT: Let ne ask the
guesti on.

You attenpted to represent what your
drilling plan is; right? 1In this hearing packet -- in
your hearing packet?

MS. BENNETT: M. Examner, |'mstil
not sure if this is the C-102 from our hearing packet
yet .

MR. FELDEWERT: We'll get to that.
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THE HEARI NG EXAM NER: | feel like you
shoul d zoom out and then zoom back in if you want to
be zooned in. | think she has a valid question, so
yes, zoom out.

MR. FELDEWERT: Okay. This is your
heari ng packet, and | don't want to | ose ny page.

THE HEARI NG EXAM NER:  Thank you.

BY MR. FELDEWVERT:

Q So we can see this is your hearing packet;
right?

A Correct.

Q Ckay. And did you attenpt to accurately
denonstrate and provide the Division information on
what your drilling plan is in this hearing packet?

A That is the intent.

Q Okay. Then when | | ooked at this page 59
out of 385, it states your first take point is going
to be 100 feet fromthe north line; right?

A That is correct. It's what it says.

Q Okay. Which neans fromthat surface hole
| ocation, at |east sonebody was contenplating that you
woul d be able to drill back and be 100 feet off the
north line. That's what you represented to the
Di vision? The conpany did. | shouldn't say "you"

t he conpany di d.
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A Yeah, |'m thinking here.

Q Okay. And sonebody signed that in Novenber
of 2023, and then you all put this in your hearing
packet; right?

A Yes, it is in here.

MR. FELDEWERT: Okay. That's all the
guestions | have.

THE HEARI NG EXAM NER: M. Garcia, do
you have any questions based on the cross-exam nation?

MR. GARCIA: No further questions.

THE HEARI NG EXAM NER:  Ms. Bennett, is
there any redirect on that specific question?

MS. BENNETT: ' m sorry,

M . Exam ner --

THE HEARI NG EXAM NER: The question is,
do you have any redirect based on M. Feldewert's
singl e cross-exam nation question?

MS5. BENNETT: If | may confer with ny
co-counsel, just for a nonent?

THE HEARI NG EXAM NER: Sure. You m ght
want to turn your mc off.

MS. BENNETT: No further questions.
Thank you.

THE HEARI NG EXAM NER: Very good. May

this witness be excused?
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MS. BENNETT: Subject to recall.

THE HEARI NG EXAM NER:  Yes, they're all
t he sane.

MS. BENNETT: Thank you.

THE HEARI NG EXAM NER:  Woul d you call
your next w tness?

MS. BENNETT: M. MCoy was our final
W t ness.

THE HEARI NG EXAM NER: Ckay. All
right. So do you rest your case-in-chief?

MS. BENNETT: Yes, we do.

THE HEARI NG EXAM NER:  Very good.

M. Feldewert, do you have a case?

MR. FELDEWERT: Of course | have a
case. You nean, do | have a wtness?

THE HEARI NG EXAM NER: | know you have
a W tness.

MR. FELDEWERT: | do have a w tness.

THE HEARI NG EXAM NER: Okay. Let's get
your witness sworn in.

MR. FELDEWERT: Sure. We'Ill call
M. Tanner Schulz, who is, | believe, on the |ine.

THE HEARI NG EXAM NER: Can we nake him
bi gger? Perfect. W're going to swear you in, sir.

Il
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VWHEREUPOQN,

TANNER SCHULZ,
call ed as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothing but
the truth, was exam ned and testified as foll ows:

THE HEARI NG EXAM NER: M. Fel dewert,
do you want to deal with your exhibits now?

MR. FELDEWERT: Sure. Yes. | would
nove the adm ssion of -- well, do you want nme to have
him --

DI RECT EXAM NATI ON

BY MR, FELDEWERT:

Q M. Schulz, did you submt a self-affirned
statement in this case?

A Yes, sir. | did.

Q And was it marked in the hearing package
filed by MRC Perm an as Exhibit C?

A Yes, | believe so.

Q And then it also had two additional exhibits
with it, C1 and C- 2?

A That's correct.

Q Ckay. And do you adopt that statenent as
your testinony here today?

A | do.

MR. FELDEWERT: Okay. | nove the
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adm ssion of MRC Exhibits C, C1, and C- 2.

THE HEARI NG EXAM NER:  Ckay. First of
all, 1"dlike to see them And |I'm | ooking at a
docunment with 119 pages. |s that the correct
docunent ?

MR. FELDEWERT: Yes, sir.

THE HEARI NG EXAM NER:  Ckay, good.

What page is this Exhibit C1?
MR. FELDEWERT: Ni nety-two.

THE HEARI NG EXAM NER: Let ne get

t here.

MR. FELDEWERT: Sur e.

THE HEARI NG EXAM NER: Has this w tness

been qualified before as an expert?

MR. FELDEWERT: He has not.

credentials are laid out in paragraph nunber two. So

after giving you an opportunity to read it,

to --

THE HEARI NG EXAM NER:  You don't need

to; I'mlooking at it on ny conputer.

MR. FELDEWERT: Ckay.

THE HEARI NG EXAM NER:  So woul d t hat be

page 96? No. \What page nunmber is it?

MR. FELDEWERT: Shoul d be page 92.

THE HEARI NG EXAM NER:  Ckay.

Hi s

"Il nove

I''m on
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page 92, but didn't you just say that you have a CV
for hinf

MR. FELDEWERT: No, his credentials are
I n paragraph two.

THE HEARI NG EXAM NER: Thank you. |
see. So there's no CV; it's all in paragraph two?

MR. FELDEWERT: Yes, sir.

THE HEARI NG EXAM NER: Ckay. |In what
field are you seeking to admt himas an expert?

MR. FELDEWERT: Expert witness in
drilling and engi neering.

THE HEARI NG EXAM NER: Ms. Bennett,
have you had a chance to review this?

MR. DEBRINE: M. Exam ner, |'mthe one
cross-examning this wtness.

THE HEARI NG EXAM NER:  Wénder f ul .

M . DeW ne?

MR. DEBRI NE: DeBri ne.

THE HEARI NG EXAM NER: DeBrine. Have
you had an opportunity to review the credential s?

MR. DEBRINE: | have, but | have an
objection to this witness offering any opinions wth
regard to petrol eum engi neering matters, because his
affidavit reflects that he did not undertake any study

wth regard to the reservoir to excavate reserves.

Page 176

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



© 00 N oo o b~ W N P

N T T N N T e e e R R R N T e
o A W N P O © 0O N O 0o~ W N +—» O

Al'l he did was | ook at two applications that are
attached to his affidavit.

He can offer opinions with regard to
t hose docunents, but | think any other opinions would
be i nproper, particularly given the posture of this
case, where we were basically blindsided with regard
to this contention about inpairnent of correlative
rights. We were comng to this hearing expecting
conpeting applications for devel opnment plans with our
wells going in one direction, there is another, and
then they conpl etely abandoned it.

And now it's unclear what their
I ntentions are. They filed notice of dismssals
wi t hout consulting any parties. The Division has not
granted those dism ssals, so we're sort of in a linbo
of procedural posture.

They indicated they had thrown the
white flag with regard to working interest control.
They cannot establish that they should be nanmed an
operator for these tracts, but the concern that this
Is just a ruse to further delay -- given the history
of delay tactics that have been perpetrated since the
applications were filed, that they're going to cone
back and file new applications.

And we believe that the Division has
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the authority, simlar to under rule 41 of the Rules
of Civil Procedure, that the dism ssal of adverse
applications should be with prejudice, so they cannot
file new applications with respect to the acreage
that's at issue in these cases.

THE HEARI NG EXAM NER:  Ckay. Let's
just start fromthe begi nning of your objection. And
the way | understand your objection is that you object
to his being qualified as an expert in petrol eum
engi neering; is that correct?

MR. DEBRINE: Partially, but it's also
t hat he should not be offered -- he shouldn't be
allowed to testify with respect to opinions on
reservoir engineering, because he's undertaken no
study. He's only offering two exhibits, which are
applications that were filed by Franklin Mountain in
this case and in the satellite case.

So his opinion should be limted to
t hose docunents. But he's undertaken no reservoir
engi neeri ng study, and shouldn't be allowed to express
opinions with regard to reserves that woul d be
devel oped or inpairnent of correlative rights that
aren't apparent fromthose docunents.

THE HEARI NG EXAM NER:  So M. Fel dewert

Is offering this witness as an expert in petrol eum
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engi neering. That's what | understood. Was that
right, M. Feldewert?

MR. FELDEWERT: Yes. Yes, sir.

THE HEARI NG EXAM NER: Ckay, fi ne.

Does petrol eum engi neering include reservoir
engi neeri ng?

MR. FELDEWERT: Certainly.

THE HEARI NG EXAM NER:  Certainly.
Okay. And are you saying that it doesn't?

MR. DEBRINE: No, |'mnot saying it
doesn't. And | believe, given the witness's
experience in the basin and his education, he woul d be
qualified to express opinion with regard to reservoir
engi neering. But he has not given us any supporting
i nformation to support those opinions. He's
undertaken no study. It's just a naked review of two
docunents that he's appending to his -- and that's the
basis for his affidavit.

THE HEARI NG EXAM NER:  Thank you,

M. DeBrine. | understand where you're going with
this, solet ne see if | can phrase it in nmy own m nd.
You're not objecting to his being qualified as a
petrol eum engi neer, which would include reservoir

engi neer. Your objection is to his famliarity with

t he specific issues that you just stated, and that his
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opi ni on would not be reliable in those situations?

MR. DEBRI NE: Right, because he had
undertaken no study with respect to the reservoir at
| Ssue to express reservoir engineering.

THE HEARI NG EXAM NER:  All right. I
understand. It seens to nme -- and without going to
M. Feldewert, because | think I can deal with this
w t hout going to you -- it seens to ne that the second
part of your objection is premature. That he hasn't
testified yet. | realize that you have here a
statenent, an affidavit from him

And you can object to its adm ssion
into evidence. We'll get to that. But | think your
objection to his famliarity with these issues is a
bit premature, since we haven't really got there yet.
We're just dealing with whether he's qualified to be a
petrol eum engi neer.

MR. DEBRINE: Right. And given that
clarification and the limtation, then we do not
object to himbeing qualified as a reservoir engineer.

THE HEARI NG EXAM NER:  Ckay. | still
need to read paragraph two; | haven't done that yet,
because of your objection, so just give ne a nmnute.

M. Fel dewert, what is BOPCO?

MR. FELDEWERT: That was a -- it's
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call ed BopCo. That was an old oil and gas conpany.

THE HEARI NG EXAM NER:  It's a what

conpany?

MR. FELDEWERT: Q| and gas.

THE HEARI NG EXAM NER: O | and gas
conmpany?

MR. FELDEVERT: NMm hmm If | was
t hi nki ng about it -- now you got nme thrown here. It

was owned by the Bops Brothers [ph], out of Fort
Worth, Texas.

THE HEARI NG EXAM NER:  But the bottom
line is, it was an oil and gas conpany?

MR. FELDEWERT: Yes. So what he's
saying is -- trying to get the context here, sorry.

THE HEARI NG EXAM NER: It's page 92.

MR. FELDEWERT: Yeah. He worked for
BopCo LP for about four years.

THE HEARI NG EXAM NER: Right, and |
didn't know what BopCo was. That's why | asked.

MR. FELDEWERT: |It's the conpany.

THE HEARI NG EXAM NER: It wasn't
defined anywhere here that | could find.

MR. FELDEWERT: NMm hmm

THE HEARI NG EXAM NER: Ckay. Based on

the information here, | just want to nake sure that
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this has been -- okay. Based on paragraph nine, |
will admt M. Schulz as an expert witness in the
field of petrol eum engi neering.

MR. FELDEWERT: Thank you.

THE HEARI NG EXAM NER: W have that out
of the way.

MR. FELDEWERT: Okay, great.

THE HEARI NG EXAM NER: Dealing wth
your exhibits.

MR. FELDEWERT: Yes. So | nove the
adm ssion of the exhibits, and his self-affirmed
st at enent.

THE HEARI NG EXAM NER: Ckay. And have
you -- | just want to see how these are marked. Are
t hese marked? Because | don't see markings here.
Okay. | see a CG1 -- 1 see Exhibit C-1 at the end
wth a --

MR. FELDEWERT: So let's go back to
t hat page 92.

THE HEARI NG EXAM NER:  Yes.

MR. FELDEWERT: Bottom ri ght-hand
corner.

THE HEARI NG EXAM NER: Oh, that's C I
see -- so you're doing the first page of each exhibit?

VR. FELDEWERT: Yes. Yes.
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THE HEARI NG EXAM NER: Ckay. So you're
seeking the adm ssion of C, C1 -- what other one?

MR. FELDEWERT: And C-2.

THE HEARI NG EXAM NER:  And C-2. And
what page does C-2 start on?

MR. FELDEWERT: C-2 is conprised of
page 98.

THE HEARI NG EXAM NER: Starts on 98.
Okay. Okay, so let's go to M. DeBrine.

M. DeBrine, do you object to any of
t hese exhi bits?

MR. DEBRINE: No objection to the
exhibits, but | think M. Feldewert also wanted the
adm ssion of the self-affirnmed statenent, and we do
have objections with respect to that.

THE HEARI NG EXAM NER:  But isn't the
self-affirmng statenent -- isn't that an exhibit? |
think that's C

MR. DEBRINE: Yeah, | guess it is.
Yes.

THE HEARI NG EXAM NER: So then you're
objecting to C?

MR. DEBRINE: We're objecting to C, but
not the exhibits C1, C 2, which are just the

applicati ons.
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THE HEARI NG EXAM NER: Ckay, fi ne.

So M. Feldewert, there's an objection
to the adm ssion of Exhibit C. So | will admt
Exhibit C-1 and C-2 into evidence, and you can proceed
to lay a foundation for Exhibit C, for his adm ssion
I nto evi dence.

(Exhibit C1 and Exhibit C-2 were

mar ked for identification and received

I nto evidence.)

MR. FELDEWERT: \What's the basis for
t he objection?

THE HEARI NG EXAM NER: M. DeBrine?

MR. DEBRI NE: Paragraph ei ght of
Exhibit C, for the court to offer opinions with
respect to reservoir engineering letters, and the
affidavit does not indicate that this w tness
undert ook any study whatsoever with regard to the
reservoir at issue. And we were not provided
any -- any cal culations or data that he may have
prepared. And so the opinions are |acking foundati on,
and shoul d not be all owed, because they're not all owed
when they | ack foundati on.

MR. FELDEWERT: Wbuld you read
par agr aph ei ght?

THE HEARI NG EXAM NER: \What is your
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response to the objection?
MR. FELDEWERT: Paragraph eight.
THE HEARI NG EXAM NER: So give ne a

| egal basi s here.

MR. FELDEWERT: Certainly. | nmean, he
has | ooked -- as he points out in paragraph eight, he
| ooked at the sanme thing | | ooked at, | ooked at their

filings, to try to figure out what their plan is and
what they are doing. Had the sane kind of difficulty
that | had in trying to figure out what they' re doing.

They' ve offered no study to support
what they're doing. They haven't even offered you a
docunment that shows them what their plan is, where
their perfs are going to be, and why that's
appropriate, and how it does not inpact correlative
rights, which is their burden. That's their burden;
okay?

What he's saying in paragraph eight
is -- | looked at your stuff. Here's what | was able
to glean out of it. Either the north half of the
north half of section 36 is not being devel oped -- or
not being fully devel oped by cross-state wells, since
the conpleted lateral will either not penetrate the
tracts conprising the north half of the north half of

section 36, or will be cut short in those tracts while
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all the other tracts in proposed cross-state spacing
unit will have fully conpleted |aterals.

O Franklin Mountain is planning to
conplete the entirety of the north half of the north
hal f of section 36 with its cross-state wells, but is
al so planning to develop the sanme portion of that same
north half of north half of section 36 with its
satellite wells, thereby draining the target
reservoirs for the benefit of the satellite owners.
Under either scenario, the interest owners in the
cross-state spacing units who do not own in the north
half of the north half of section 36 are adversely
| npacted, since their proportionate interest in the
production fromthe cross-state wells is being diluted
by the inclusion of the north half of the north half
acreage, that will contribute | ess reserves than the
cross-state spacing wells, than the remaining tracts
I n section 36, and one that conprised the proposed
spacing unit. He is fully qualified to offer that
opi ni on.

THE HEARI NG EXAM NER:  Ckay.

M. Feldewert, in ny judgenent, there
is an objection to the reliability of this opinion.
Now it's up to you, by asking questions to this

W tness, to denmonstrate to me that it's reliable. | f
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you can denonstrate it's reliable, then I'I|l accept
it, and I'Il override the objection. So, you have
your w tness.

BY MR. FELDEWERT:

Q M. Schulz --

A Yes, sir.

Q Did you review the record that was filed by
Franklin Mountain in these cases?

A Yes, sir. | did.

Q Okay. And did you do that using your
background as a petrol eum engi neer?

A Yes, sir. | did.

Q And did you undertake to determ ne what
Franklin Mountain was actually planning to do under
their filed applications?

A No, sir. | could not tell what they were
pl anni ng on doi ng.

Q Okay. And you could not tell, even after
appl yi ng your expertise as a petrol eum engi neer?

A That is correct.

Q Ckay. Did you nmake certain assunptions,
based on the information that was provided to you?

A Can you clarify?

Q Did you assune, for exanple, that it

appeared that they were planning to only conplete a
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well in about half of the north half of the north half
spacing units?

A Yes. Yeah. Based on the -- the docunent
that we obtained fromthe satellite case heari ngs,
where it shows the -- the wells going north for the
satellite, cross-state unit going south, it appeared
that either they' re not going to devel op the north
hal f of the north half of the cross-state units, and
t hey woul d develop that with the satellite units, thus
diluting the cross-state working interest owners; or
that there would be sonme overlap, where the actual
you know, wells would be perforated and fracked in the
sanme interval, thus draining reserves fromtw wells
in kind of an inefficient use of capital.

Q And did you draw that assunption or
concl usi on based on what they had represented in what
you marked as Exhibit C 2?

A Yes, sir. | did.

Q Okay. When you | ooked at the information,
what other facts or assunptions did you make based on
what they filed? And I'mlooking at Exhibit C1

A So --

THE HEARI NG EXAM NER: Just give ne one
second. Wtness, one second.

M. Feldewert, it would help ne greatly
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I f your witness would define the word "record." You
asked himin the beginning, "Did you review the
record?" | don't know -- |I'mleft unclear at what
record he reviewed. So very specifically, would you
find out fromyour w tness what docunents he revi ewed?
Because |'m not sure what he's tal king about.

BY MR FELDEWERT:

Q M. Schulz, | think | asked you, did you
| ook at what Franklin Muuntain had filed in this case?

A Yes.

Q Okay. Did you also then | ook at sone
docunments that were filed in the Division's cases on
their public website in what was known as the
satellite pooling cases?

A Yes.

Q Did --

MR. DEBRI NE: M. Examner, |'Il]I
object. His affidavit said he only | ooked at the two
applications that he identifies. He doesn't say he
| ooked at anything beyond that. And now we're getting
nore testinony.

THE HEARI NG EXAM NER:  Wbul d you show
me what sentence in here it says that?

MR. DEBRINE: He says "I'mfamliar

wth the applications filed by Franklin Muntain" in
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paragraph three, but he doesn't say he reviewed any of
the other materials that were submtted for this case,
any of the exhibits, any of the affidavits of our
experts, or anything else. And he's not offering any
opi nions that counter the -- and he doesn't reference
t hose.

He doesn't reference any data that he
| ooked at. He just references these two applications.
And so we've got sone kind of an expert in English or
sonething, that is reading and interpreting the
appl i cati ons.

MR. FELDEWERT: Look at paragraph five.

THE HEARI NG EXAM NER:  Ckay. [ m not
going to |l ook at anything right now. |'mgoing to ask
you, M. Feldewert, to ask your w tness exactly what
did he review. Not just filings, not record -- those
terms are not helpful to me. I'mtrying to understand
the basis of his opinion, and |I need to understand
fromyour w tness what docunents exactly he revi ewed.

If he reviewed the entire exhibit
packet that Franklin filed in this case on -- was it
Thursday? | think it was Thursday. Not sure.
Thursday or Friday of last week. | need to understand
exactly what he reviewed. So would you please ask

hi nf?
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BY MR. FELDEWERT:

Q M. Schulz, I'"'mgoing to direct your
attention to paragraph five of your statenent; okay?
It indicates that you reviewed the pooling application
materials for Franklin Mountain's cross-state and
satellite state wells. What were you referencing
t here?

A Referencing the -- the drilling permts that
| went to the NMOCD website, |ooking at a nunber of

the cross-state unit wells, as well as the satellite

state unit wells, looking at the drilling permts
there, looking at the -- the case -- |'m bl anking on
the term nology. The -- the case material, right,

that was provided. Looked at the -- off of the NMOCD
website, and also the exhibits that were submtted
from Frankl i n Mount ai n. Revi ewed t hose, you know,

over the course of the past week.

Q And based on that review of those materials,
Is that why you then -- was the basis to offer your
opi nions that you see, applying -- that you provided

appl ying your expertise as a petrol eum engi neer?
A Yes, that is correct.
THE HEARI NG EXAM NER:  Still dealing
with the objection, so let's stop for a m nute.

Al t hough | would like clarification fromthe w tness.
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Let me find the filing.

M. Schulz, we have a 385-page docunent
that Franklin Mountain filed. It looks like you filed
It on the second of February?

M5. BENNETT: M. Examiner, we filed it
on the first of February. There's two different dates
t hat appear on docunents filed with the Division.
There's a filing date and a rel eased date, and we
filed on February 1st, at around 5 o'cl ock.

THE HEARI NG EXAM NER:  Ckay.

So M. Schulz, were you able to review
t he Franklin Muntain Energy exhibits, which totaled
approxi mately 385 pages?

THE WTNESS: Yes. | can't say | read
every page in detail, but | did review the 385-page
docunent .

THE HEARI NG EXAM NER:  Ckay. In
addition to these, you reviewed applications nmade by
Frankl i n Mount ai n?

THE W TNESS: Correct.

THE HEARI NG EXAM NER: I n both the
cross-state and the satellite wells?

THE W TNESS: Yes, sir. That is
correct.

THE HEARI NG EXAM NER:  And that's what
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you' re basing your opinion on?

THE W TNESS: Yes, sir.

THE HEARI NG EXAM NER:  And not hi ng
el se?

THE W TNESS: No, sir.

THE HEARI NG EXAM NER: M. DeBri ne,
you' ve heard what he has reviewed to fornulate his
opinion. Do you still have an objection?

MR. DEBRI NE: Yes, the sane objection,
M. Examner. And also, | would point out what nust
have been an inadvertent m sstatenment by M. Schul z.

It would have been inpossible for himto review
Franklin Mountain's exhibits.

He executed his affidavit on the sane
day, and they filed his affidavit with their exhibits
a few mnutes after we filed ours. So unless he went
to the Evel yn Wbod Super Speed Reader School, he could
not have revi ewed those exhibits before he signed this
affidavit.

THE HEARI NG EXAM NER: M. Fel dewert?

MR. FELDEWERT: Certainly when this was
filed, all he had available to himwas what he coul d
glean fromthe satellite wells case file, and then
their pooling applications. That's correct; okay?

And so | asked himto take a | ook at that, and see
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what you can ascertain about correlative rights, and
the potential inpact on correlative rights.

VWhat ever wei ght you want to give it is
fine, but there's nothing wong with the expert
| ooki ng at what's available to him just |ike any
ot her party would be able to do, and ascertai n what
concerns he has about correlative rights. That's what
he's articulating. These are the concerns.

THE HEARI NG EXAM NER: Let nme take five
mnutes. | want to confer with M. Garcia, and then
we'll come back on the record. It is 1:58 -- let's
conme back at 2:05. Thank you.

(OFf the record.)

THE HEARI NG EXAM NER: Ckay. We're
back on the record. It is 2:05. | have taken the
opportunity to confer with ny technical exam ner, and
we are going to allow this affidavit to cone in, this
self-affirmng statenent to cone in, and give it the
wei ght that we deem appropriate, with the
under st andi ng that the anount of evidence that was
reviewed by this wtness does not include 385 pages'
worth of Franklin Mountain exhibits. That being said,
M. Feldewert, this is your wtness, so please
pr oceed.

Il
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(Exhibit C was marked for
i dentification and received into
evi dence.)
MR. FELDEWERT: Thank you. So | think
|'d asked himto adopt it, and it's now been adm tted?
THE HEARI NG EXAM NER: It has been
adm tted.
MR. FELDEWERT: Okay. All right.
BY MR. FELDEWERT:

Q Now M. Tanner, at the tinme that you filed
this, as you pointed out, the only thing you had to go
on in terns of what they were planning was what you
mar ked as Exhibit C-1, which was a filed C- 102 for
their cross-state 701-H; is that right?

A That is correct.

Q And then the docunent that you were able to
pull down fromthe satellite case file?

A That is correct.

Q Okay. And is the -- the docunent fromthe
case file is where it woul d appear that they were only
perforating half of the north half of the north half
order sections for the cross-state wells?

A That is correct.

Q And Exhibit C-1, which is their filed C 102,

doesn't indicate where their first take point is going
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to be?

A That is correct.

Q Therefore, you didn't have any infornmation
as to how they were going to develop the north half of
the north hal f?

A Correct.

Q Okay. Now, you've had a chance to sit here

and listen to the presentation by Franklin NMountain

t oday?
A Yes, sir. | have.
Q Okay. Did you see any kind of reservoir

study presented by Franklin Muntain that woul d
support their devel opnent, in ternms of --
THE HEARI NG EXAM NER: | think
soneone's m crophone on their conmputer m ght be on.
THE WTNESS: | don't know if you guys
are getting the feedback, but |I'mgetting sone
f eedback on ny end.
MR. FELDEWERT: Let's try this again.
MR. GARCI A: M. Feldewert, you are
echoi ng through Ms. Bennett's m crophone, it sounds

i ke.

MR. FELDEVERT: She's nut ed.
MS. BENNETT: | just nuted, so --
MR. FELDEWERT: Onh. Thanks. Okay.
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BY MR. FELDEWERT:

Q In the presentation by Franklin Muntain
today, did you see any type of reservoir study to
address the inpact on correlative rights fromtheir
proposed overl apping of the cross-state units and the
satellite state units?

A No, sir. | did not.

Q Did you see anything in their presentation
today that identified where they're actually going to
put their first take point and their |ast take points?

A Ot her than it's 100 feet fromthe north |line
for the cross-state units, no.

Q Ckay. Anything -- any study that you've
seen today to identify the inpact of wherever they're
going to put their first take points, or the |ast take
points, on correlative rights?

A No.

Q Okay. In light of that, for the reasons
stated in your affidavit, do you still have concerns
that their plan is going to inpact the correlative
rights of MRC s ownership and ot her working interest
owners in acreage outside of the north half of the
north half of 367

A Yes, sir. | do.

Q Ckay. And what is that opinion?
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A That opinion is that the devel opnent of the
state line -- or excuse nme, the satellite state units
are going to be actually draining the reserves that
are inside of the cross-state unit devel opnent area,
thus diluting the -- the reserves of the working
I nterest owners in the cross-state unit.

MR. FELDEWERT: Okay. That's all the
questions | have.

THE HEARI NG EXAM NER: Thank you.

M. DeBrine, do you have any
cross-exam nation for this w tness?

MR. DEBRI NE: Yes, | do, M. Exam ner.
Thank you.

CROSS- EXAM NATI ON

BY MR. DEBRI NE:

Q Have you been listening to the hearing
t oday, when M. Zink testified earlier, M. Schul z?

A Yes, sir. | was.

Q And did you hear his testinony with regard
to the proposal letters that were sent out by Franklin

Mount ai n back in July of 20237

A Yes, sir.
Q And did you also review those as part of
your -- the work you did after the exhibits were

filed, when you said you reviewed materials that were
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submtted by Franklin Mountain?

A Yes, | reviewed themin July. But | did
review them here recently, to make sure | understood
t he scope of this.

Q What wor k have you done for MRC with respect
to its devel opnent plans for this area for its
Mongoose wells that were the subject of its original
applications, that it wthdrew at the el eventh hour?

MR. FELDEWERT: (Objection. G ven that
t hose have been withdrawn, | don't see what the
relevancy is to the issue that he has testified to,
and that is the correlative rights.

MR. DEBRINE: |I'mjust trying to
determ ne when he first started |ooking at this area,
is all.

MR. FELDEWERT: \What area?

MR. DEBRINE: The area that's at issue
In the cross-applications, and then were also at issue
in the -- because Matador had its own devel opnent
plan. |I'mtrying to determne if he was involved in
the team that was involved in putting those together
when he first started |ooking at this.

THE HEARI NG EXAM NER: So t he
obj ection -- the legal basis for the objection is

what ?
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MR. FELDEWERT: So, two things. One,
it's outside the scope of what he's testified to,
which is the inpact of their plan on correlative
rights. Secondly, it's not relevant to anything
that's before the Division, because Mitador's
appl i cati ons have been di sm ssed.

THE HEARI NG EXAM NER:  So t he | egal
objections are: outside the scope, and it's
irrel evant, the question. What's your response?

MR. DEBRI NE: Qur response is, |I'm
entitled to understand what this expert has done in
this particular area, and -- and to support his
opi nions, or may inpeach his opinions. Because he's
just trying to thread the needle and offer a very
narrow opi ni on, but | need to know whet her he's been
| ooking at this area, if he could have undertaken
studi es but chose not to. And that's where I'mtrying
to go with this.

THE HEARI NG EXAM NER: M. Fel dewert, |
received this exhibit over the objection of counsel.
So I"'mgoing to give himsone |atitude to
Cross-exam ne your witness on the basis of the
opinion. So |I'moverruling the objection.

Pl ease proceed.

Il

Page 200

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



© 00 N oo o b~ wWw N

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

BY MR. DEBRI NE:

Q Yeah. Were you part of the -- did you
assi st Matador in evaluating the acreage that's the
subject of Franklin Mountain's cross-wells? And when
did you first undertake that work?

A | guess |I'mgenerally aware of -- of our
proposal s that are going out the door, and the
devel opnents that we have planned for the conpany,
given ny position in kind of the head of our reservoir
team and reserves team | was not specifically part
of the Mongoose proposals going out the door.

Was aware of it, but also aware of just kind
of all of our operations and projects that we're
trying to set up around the basin, be it in this area
with Mongoose or further to the south, or the
west -east, or -- kind of nane it.

Q When did you first get brought in to assist
I n these cases?

A Specifically the Mongoose, probably a few
weeks ago, early January. Wth this specific hearing,
| suppose.

Q You heard M. Zink's testinony with regard
to the proposal letters, which said, "Should you have
any questions, please don't hesitate to contact the

under si gned, " which was M. Johnson, and gave his
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phone nunmber? Do you renenber that testinony?

A Yes, sir. | do recall that.

Q Are you aware -- well, let's first with you
Did you ever call M. Johnson and ask him for
I nformati on about the |ocation of the first and | ast
take points at any tinme during the last six nonths
since the proposal letters were sent?

A No, | did not.

Q Do you know i f anybody el se at Matador
shared the concerns that you expressed in your
testinmony earlier?

A No, | do not.

Q Do you know i f anyone at Matador ever asked
M . Johnson, or anybody else at Franklin Muntain, for
i nformati on about the |ocation of the first and | ast
take points of its cross wells at any tinme during the
| ast six nonths after the proposal letters were sent,
or after Septenber when the applications were fil ed?

A No, sir. | do not know if they ever reached
out .

Q Do you know i f anyone at Matador has a
relationship with anyone at Franklin Mouuntain, based
on past projects or past proposals, so that they could
just pick up the phone and ask them a question if they

had any?
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A No, |'m not aware.

Q Are you aware that Franklin Mountain at any
time refused to provide any information to Matador
during the last six nonths?

A No, not that |I'm aware of.

Q Did Matador request the Division to issue a
subpoena to Franklin Muntain to get infornmation
regarding the first and | ast take points of the cross
and satellite wells, or any other information that you
woul d believe assists you in evaluating the overl ap
bet ween the wel | s?

A No, | do not know.

Q And that's sonething that coul d have been
done?

A Certainly.

Q Woul d you agree, if you're drilling a
hori zontal well froma surface |ocation on the spacing
unit, that there's drilling curve limtations that
prevent the first take point from being
| ocated -- that will result in the first take point
being | ocated a significant distance fromthe |egal
di stance required by spacing unit rules fromthe outer
unit boundary?

A ' msorry. Can you clarify?

Q Yeah. You're aware that there's limtations
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with regard to drilling technol ogy, so that if you're
starting your well bore on the |ocation of the surface
unit, the first take point is going to be
substantially beyond the 100-foot |Iine where you could
| ocate it, because you just can't build a curve in
order to locate that first take point within the first
100 feet wi thout a back-build?

A Correct. Wthout a back-build, if you're
j ust going straight down, then yes, that limtation
does exi st.

Q And your affidavit said you work in the
Texas Del aware basin, the Eagle Ford, and the Austin
Chal k?

A Yes, sir.

Q Are you aware of field rules adopted by the
Texas Rail road Conm ssion which allow for off-Iease
penetration points?

A Vaguel y awar e.

Q Woul d you agree that having an off-I|ease
penetration point allows you to build your curve so
t hat when the well bore turns horizontal, you can
| ocate your first take point at that 100-foot [ egal
| ocation line and capture nore resources?

A Yes, | would agree with that.

Q And woul d the railroad conmm ssion of Texas
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have determ ned in adopting those rules -- determ ned
that correlative rights would be protected, and waste
woul d be prevented?

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

THE HEARI NG EXAM NER: Hol d on.

M. DeBrine, are you going to answer
t he objection?

MR. DEBRI NE: Yes.

Are you famliar with the Texas --

THE HEARI NG EXAM NER: He's nmmde an
objection. |'m asking you, are you going to answer
his objection to ne, so | can make a ruling?

MR. DEBRI NE: "1l withdraw the
guestion, and try and |lay a foundation.

THE HEARI NG EXAM NER:  Okay.

Sust ai ned.

MR. FELDEWERT: | know you're giving
hi m| eeway here, but | have a hard tinme understandi ng
about how what's going on with the Texas Rail road
Comm ssi on has anything to do with New Mexi co.

THE HEARI NG EXAM NER:  You want to
address that?

MR. DEBRINE: It's just a recognition

that he's worked primarily in Texas, and he's famli ar
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with how they operate out there. And it's -- | think
you can take adm nistrative notice of the fact that
the railroad conm ssion has adopted specific speci al
field rules that allow for off-|ease penetration
points to deal with this very problemthat Franklin
Mountain is trying to solve here, with regard to the
cross-devel opnent.

THE HEARI NG EXAM NER:  So - -

MR. FELDEWERT: Object --

THE HEARI NG EXAM NER: Hol d on.

So howis it relevant that they have
the admnistrative rule in Texas? Are you saying that
we shoul d have that rule here, or that we do? What
are you sayi ng?

MR. DEBRINE: What |'m saying is that
Franklin Mountain is trying to acconplish the sane
thing, essentially, through its devel opnment plan for
the satellite and cross wells, and it's sonething
that's recognized in Texas as a matter of
adm ni strative practice under their rules.

THE HEARI NG EXAM NER:  |'m not sure how
that's relevant here. | mean, | understand where
you're going with that. | just -- | don't know
that -- why is that relevant here?

MR. DEBRI NE: | think it's rel evant
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here, because if this witness is famliar and has

wor ked in Texas for nost of his career, and there's
the determi nation that correlative rights are
protected and waste is prevented by -- through those
rules, then it affects his credibility, where he's
conpl ai ni ng about Franklin Mouuntain essentially doing
t he sanme thing.

THE HEARI NG EXAM NER: It's a thin
l'ine.

M. Fel dewert?

MR. FELDEWERT: So they're -- |'m not
sure where they're going with this, but first off, |
don't know what problem he's tal ki ng about; okay?
He's assum ng that there's sone kind of problem The
only problem | can see is that they chose a surface
hol e | ocation that they feel has forced themto
I nfringe upon the other interest owners' correlative
rights. |1 don't know what the problemis; okay?

Secondly, M. Schul z has sinply said,
"Look, based on what they've told us about their
plans, it's going to infringe upon our correlative
rights.” What's going on in Texas has nothing to do
with that. Absolutely nothing to do with that.

You're the Division; you're the ones

t hat have to determ ne whether this application can go
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forward, based on what they told you thus far that
they're going to do. But his line of questioning has
nothing to do with that issue.

MR. DEBRINE: | would say it just goes
to the credibility of the witness. |If Mtador's doing
of f-1 ease penetration points in order to access
addi ti onal resources in Texas.

MR. FELDEWERT: |Is that the question?

MR. DEBRINE: That'll be ny next
guestion. But |I was just trying to get his
famliarity with the Texas Railroad Conm ssion rul es
that allow for it.

THE HEARI NG EXAM NER:  All right.

MR. GARCIA: Sorry to interrupt you
real quick. M. Hearing Exam ner, Beth Ryan says
she's having a hard tinme hearing you, that your mc
seens like it's off.

THE HEARI NG EXAM NER: It is -- it was,
M. Garcia, because the feedback in the room had
gotten pretty bad, and I didn't want it to be my mc
that was the cause of it. So thank you for nentioning
it. 1'll try to renmenber to turn on the mc.

Question is, is this relevant? Now, if
it goes to the credibility of the witness, then that

I ssue i s always open for cross-exam nation,
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M. Fel dewert.

So M. DeBrine, | amgoing to ask you
to rephrase your question so that it's very clear that
you' re asking this question for that reason, and that
reason only.

MR. DEBRINE: Yes. It only goes to the
witness's credibility with regard to his famliarity
with the Texas rules --

THE HEARI NG EXAM NER: Ri ght .

MR. DEBRINE: -- that specifically

allow for the off-|ease penetration points.

THE HEARI NG EXAM NER: | under st and.
You' ve made your point, so |'ve overruled -- well, in
a way, |l've really sustained the objection, and I'm

saying to you, if what you are asking goes to the
credibility of this wtness, please phrase your
questions so that that's clear to ne.

MR. DEBRINE: Maybe 1'll try froma
different angle, M. Exam ner.

THE HEARI NG EXAM NER:  That's
your -- yes.
BY MR. DEBRI NE:

Q M. Schulz, isn't it true that Matador has

drilled several wells in Texas with off-I|ease

penetration points, in order to take advantage of the
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special field rules in the basin?

A l"mnot famliar with the specifics, but I
believe that is true.

Q Is it also true that Matador or MRC has
drilled wells in the New Mexico Del aware basin, where
It had acquired an off-lease surface |ocation, so that

it could capture additional resources?

A | didn't -- yeah, I'"'mnot famliar with the
specifics, but yes, | believe that is true.
Q And have you participated in groups after

receiving a well proposal from another operator, where
the technical teanms will get together so that you can
gain a better understandi ng of what the proposal
consists of, and what their plans are?

A Yes, sir. | have.

Q And you never requested that kind of
conference with regard to the proposals that were
submtted by Franklin Mountain in these cases; isn't
that true?

A Not that I'maware of. |It's a different
team that handles theminternally.

MR. DEBRINE: No further questions.
THE HEARI NG EXAM NER:
M. Feldewert -- oh, wait a mnute. M. Garcia, do

you have any questions for this w tness?
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MR. GARCI A: | have one question.
THE HEARI NG EXAM NER: Pl ease.
CROSS- EXAM NATI ON
BY MR, GARCI A:

Q M. Schul z, do you know, | guess -- when was
Mat ador first notified of the overlap? Do you have a
dat e when you guys were first notified of this?

A Sorry, can you repeat that?

Q What day were you first aware that there was
going to be an overlap spacing unit that affected
your --

A " m not sure when Matador was notified. |
was notified, as | said earlier, a few weeks ago.

MR. GARCIA: Okay. That's all ny
guesti ons.

THE HEARI NG EXAM NER: | have one
clarification. M. Schulz, | know you said a few
weeks ago, but didn't you al so say early January?

THE W TNESS: Yes, sir.

THE HEARI NG EXAM NER:  Ckay. Al
right.

M. Fel dewert?

MR. FELDEWERT: No questions.

THE HEARI NG EXAM NER:  No redirect?

MR. FELDEWERT: No, sir.
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THE HEARI NG EXAM NER: Ckay. May this
W tness be excused?

MR. FELDEWERT: Yes.

THE HEARI NG EXAM NER:  Ckay.

M. Schul z, thank you for your
testi nony.

THE W TNESS: Yes, sir. Thank y'all.
Appreciate it.

THE HEARI NG EXAM NER: Thank you.

VWhat do you have next?

MR. FELDEWERT: That's it.

THE HEARI NG EXAM NER: That's it?

MR. FELDEWERT: O her than ny cl osing.

M5. BENNETT: M. Exam ner, may we take
a five-mnute break --

THE HEARI NG EXAM NER:  Sure.

MS5. BENNETT: -- to discuss whether
we'd i ke to recall any of our w tnesses?

THE HEARI NG EXAM NER:  As a rebuttal

case”?

MS. BENNETT: Yes.

THE HEARI NG EXAM NER:  Ckay. Now you
know, Ms. Bennett and M. Debrine, |, as a crim nal

prosecut or, understand what a rebuttal case is really

about, so you need to show ne that you were surprised,
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and that you couldn't have done this in your direct
case-in-chief. That being said, let's take a
five-mnute break. It is now 2:26; let's cone back at
3:31. Thank you.

MS. BENNETT: Thank you.

(OFf the record.)

THE HEARI NG EXAM NER: It is 2:31;
we're back on the record.

Does Franklin Energy have a rebuttal
case?

MS. BENNETT: No, we do not. Thank
you.

THE HEARI NG EXAM NER:  Okay, very good.
And | don't think Matador has a rebuttal case.

MR. FELDEWERT: No, sir.

THE HEARI NG EXAM NER:  Ckay. \When it
conmes to closing argunent, | like to get the parties'
take on the following. Had a discussion with the
techni cal exam ner, and we are going to require
post - heari ng subnm ssions fromthe parties, proposed
findings of fact, and proposed conclusions of | aw.
And | wonder whether it wouldn't be nore efficient to
have cl osing argunent as part of the subm ssion.
Let's start with Franklin Muntain.

M5. BENNETT: Thank you, M. Hearing
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Examner. If we are going to do witten

closings -- or witten findings of fact and
conclusions of law, then | do think it nakes sense to
do it as part of the witten cl osing.

THE HEARI NG EXAM NER: M. Fel dewert?

MR. FELDEWERT: | agree. | agree.

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

MR. DEBRINE: And that's sort of
consi stent with past Division precedent, too.

THE HEARI NG EXAM NER: There you go.
Thank you.

MR. FELDEWERT: Well, not in ny cases.
| like to just not have to file the brief, and file
findings of fact and conclusions of |aw, because it's
just nore noney spent. So it's not routine for ny
cases.

THE HEARI NG EXAM NER:  Thank you,

M. Feldewert. | just want to nmention that any issue
not in the closing argunent is deened waived. Okay.
s there anything el se before we go off the record?

M5. BENNETT: Yes, M. Hearing
Exam ner. Just two itens of clarification. First,
because the MRC Perm an cases were di sm ssed,

M. Feldewert did not seek to admt any of the other
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exhibits, and | just want to nake sure that the
record's clear on that, that the other exhibits that
were part of their exhibit packet have not been

adm tted.

THE HEARI NG EXAM NER: M. Fel dewert?

MR. FELDEWERT: Correct.

THE HEARI NG EXAM NER: W admitted MRC
Perm an's Exhibit C, C1, and C-2. Those were the
only exhibits that were admtted.

MS. BENNETT: Thank you. And the other
point of clarification is timng for our closing
subm ssions. And | would propose -- | would like to
get this done as quickly as possible. W have been
trying to diligently nove these cases forward.

But | also do think that the transcri pt
of the hearing will be inportant, especially the
adm ssions by Matador. So we would like to wait until
the -- at least | think we'd like to wait. Wuld we
like to wait until the transcript is avail able?

MR. DEBRI NE: Yeah, and | think it'l]I
be helpful to refer to the transcript in the factual
findi ngs.

THE HEARI NG EXAM NER: Any objection to
that, M. Fel dewert?

MR. FELDEWERT: | was going to say we
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need the transcript, yes.

THE HEARI NG EXAM NER:  All right.

M. Court Reporter, when do you think
you coul d have this ready?

THE REPORTER: The standard turnaround
Is ten days.

THE HEARI NG EXAM NER:  Does Franklin
want to expedite this?

M5. BENNETT: May | take a brief nonent
and | ook at ny cal endar?

THE HEARI NG EXAM NER:  Mm hrmm

MS. BENNETT: Thank you.

Can we briefly confer?

THE HEARI NG EXAM NER: Yes. We're off
t he record.

(OFf the record.)

THE HEARI NG EXAM NER: We're back on
t he record.

MS. BENNETT: Thank you for the
opportunity to confer, and we do not need an expedited
transcri pt.

THE HEARI NG EXAM NER: Ckay, so ten
days. Okay. So what we'll do is -- and | don't know
how they do it here, but previously, there was -- when

the transcript conmes in, it cones in to the OCD;
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right? Does it go to the parties as well, or just to

t he OCD?

THE REPORTER: | believe it only cones
to the OCD.

THE HEARI NG EXAM NER: Are we payi ng
for it?

THE REPORTER: |1'd have to check with
my office.

THE HEARI NG EXAM NER: Does anyone know
If OCD s paying for this transcript?

MS. BENNETT: Yes.

MR. DEBRINE: | believe we hold a
contract with the court reporter to provide
transcripts for all the cases.

THE HEARI NG EXAM NER: We do? Yes?
Okay.

MR. GARCI A: Exam ner?

THE HEARI NG EXAM NER:  Yes.

MR. GARCIA: We have a contract with
them t hat averages ten-day turnaround.

THE HEARI NG EXAM NER:  Thank you.

MR. GARCIA: They are submtted to
Sheila, and then Sheila has the power to inplenent
themto all the dockets for public view

THE HEARI NG EXAM NER: Per f ect . Thank
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you, M. Garcia. So luckily, they didn't ask for
expedi ted, because it woul d've cost us noney. So when
the transcript comes in, we'll issue a notice of
transcript filing, and then Sheila will send the
transcripts to the parties. And how many weeks do the
parties want to file their post-hearing subm ssions?
Let's start with you, Franklin.

MS. BENNETT: Two weeks.

THE HEARI NG EXAM NER: Two weeks.

M. Fel dewert?

MR. FELDEWERT: We're filing
si mul taneously, just one; right? | mean just one
closing statenent --

THE HEARI NG EXAM NER: From each party.

MR. FELDEWERT: From each party. Not a
response, not a reply?

THE HEARI NG EXAM NER: No. No.

MR. FELDEWERT: Great. And two weeks
after the transcript arrives | think makes sense.

THE HEARI NG EXAM NER: Ckay, good. So
|l et's get sone dates here. What date do you believe
the transcript will come to Sheila at the dock?

VMR. FELDEWERT: WMay | suggest
sonething? And that is, not know ng when the

transcript is, we could just say we all agree to two
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weeks after the transcript is distributed.

THE HEARI NG EXAM NER:  Right. Thank
you.

What date do you think the transcript
will conme in?

THE REPORTER: Probably the 22nd of
February, so ten business days.

THE HEARI NG EXAM NER:  Ten busi ness
days?

THE REPORTER: Yes.

THE HEARI NG EXAM NER:  Ckay. So
basically two weeks?

THE REPORTER:  Yes.

THE HEARI NG EXAM NER: February 22nd.
Okay. And then two weeks from-- what do you have two
weeks from February 22nd?

THE REPORTER: | have the 7th of
February.

THE HEARI NG EXAM NER:  You nean March?

THE REPORTER: Sorry.

THE HEARI NG EXAM NER: March 7th, okay.
All right. So we're |ooking at approxi mately February
22nd for the transcript to be filed with the OCD, and
approxi mately March 7th, which is two weeks after.

Maybe the way you count, will actually be March 8th,
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M. Feldewert? You don't count the day it conmes in?

MR. FELDEWERT: | think that's correct,
yeah.

THE HEARI NG EXAM NER: Ckay. So it's
probably March 8th, then.

MR. FELDEWERT: And | know that this
fun bunch is also going to be back before the Division
on March 7th, so we'll adjust as needed. But |
under st and.

THE HEARI NG EXAM NER: Ri ght. Ckay,
sounds good. Do we have any other matters to di scuss
bef ore we conclude the -- now, we are |eaving the
evidentiary record for Franklin to submt an anended
exhi bit packet, which will include what exactly,
agai n?

MS. BENNETT: The anmendnents will be to
I nclude a table of contents; to revise the
organi zation; to update the pooled party |lists, along
with the commtted interest |lists, because the
commtted interest |lists also identify pool ed parties.

THE HEARI NG EXAM NER:  Ckay.

M5. BENNETT: And there may be -- we
have -- we were missing a pooled party list, and |
t hi nk our Wbl fcanp pooled party lists nay have | eft

off sonme of the overwites. Sitting here right now, |
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can't recall that, but it will be wapped up in the
pool ed party I|ist.

THE HEARI NG EXAM NER:  So you'll submit
one docunent --

MS. BENNETT: I will.

THE HEARI NG EXAM NER: -- to
M. Fel dewert?

MS. BENNETT: Yes.

THE HEARI NG EXAM NER:  And we'll wait
for himto tinmely make an objection before we accept
it. When -- so if that's the case, if you submt it
to M. Feldewert by Monday cl ose of business, because
it's a few nore things than you thought originally,
M. Fel dewert, how |l ong before we can receive an
obj ection fromyou or not?

MR. FELDEWERT: So | have a personal
problem in that | have to fly to St. Louis tonorrow
to deal with ny nother. She's not doing real well.

THE HEARI NG EXAM NER:  Sorry.

MR. FELDEWERT: |'m hoping to fly back
Tuesday. Now, |'m assum ng hopefully -- 1 don't know
what's happening -- | can probably |look at it during

that period of tinme; it shouldn't take very |long. But
| just don't know, okay?

THE HEARI NG EXAM NER:  Ckay. Well
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then we'll set a deadline, understanding your flights
and your famly -- we'll set a deadline for Wednesday
cl ose of business, that we will |eave this evidentiary
record open. So we're giving you two nore days to be
able to get it to M. Feldewert, and if he's going to
make an objection, he'll make it by Wednesday, close
of business, because we need to close the record to
nove this al ong.

In the neantinme, the court reporting
agency wll produce a transcript that won't be
affected by what we di scussed today. |s there
anything else that we need to discuss before we're
fini shed?

MR. FELDEVERT: | just --

MR. GARCIA: | just --

THE HEARI NG EXAM NER: M. Garci a?

MR. GARCI A: Just a rem nder, no one
has an approved conpul sory pooling application in
hand. So | caution your clients to be cautious of
what noney they're spending noving forward. |In recent
nont hs, we've had parties continue going forward
w t hout approved quarter in hand, and it has backfired
on them So I'd just keep that in m nd.

THE HEARI NG EXAM NER: Parties have a

questi on about what M. Garcia just said?
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MR. DEBRINE: | couldn't understand
what he sai d.

MR. FELDEWERT: |'m not sure | heard
hi m

THE HEARI NG EXAM NER: M. Garci a,
woul d you say that again, slowy?

MR. GARCI A: Yeah. Just | would
caution your clients on what noney they are spending,
and what operations they are spending. | believe
Franklin Mountain's actively noving dirt, which is
technically all owed w thout an order in hand, but
It -- further operations, you know, w thout an order,
| would be cautious of that. W have had sone cases
nove forward with field activities without an order in
hand, and it has backfired on those operators, because
their order was never issued.

M5. BENNETT: If | could speak briefly
to that?

THE HEARI NG EXAM NER:  Just address
M. Garcia, then.

M5. BENNETT: M. Garcia, thank you for
that. | would just note that Franklin Muntain Energy
3 does have approved orders for its satellite wells.

MR. GARCI A: Yeah, |I'mkind of talking

about the cross wells.

Page 223

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



© 00 N oo o b~ wWw N

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

MS. BENNETT: Oh, okay.

MR. GARCIA: Wthout getting into
specifics, we've had operators produce w thout
conmpul sory pooling orders in hand, and it has resulted
i n issues for those operators.

MS. BENNETT: Thank you.

THE HEARI NG EXAM NER: | think that
clarification helped, M. Garcia. Thank you.

Anyt hi ng el se?

MR. FELDEWERT: So ny understanding is,
you want an opposing brief with proposed findings and
concl usi ons, and a proposed formof order; is that
ri ght?

THE HEARI NG EXAM NER:  No, | didn't ask
for a proposed form of order.

MR. FELDEWERT: Okay. All right, got

THE HEARI NG EXAM NER: Just proposed
findi ngs of fact, conclusions of |aw, and cl osing
ar gunment .
MR. FELDEWERT: Thank you.
THE HEARI NG EXAM NER:  Anyt hing el se?
MR. FELDEVERT: No, sir.
THE HEARI NG EXAM NER: Okay, good.

M. Garcia, anything else fromyou?
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t he record.

MR. GARCI A: Not hing el se.

THE HEARI NG EXAM NER: Ckay, we are off

(Wher eupon, at 2:43 p.m,

proceedi ng was concl uded.)

t he
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CERTI FI CATE

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

outcone of this action.

T

JAMES COGSVELL
Notary Public in and for the

St ate of New Mexico
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CERTI FI CATE OF TRANSCRI BER
|, DANI EL WEI NER, do hereby certify that

this transcript was prepared fromthe digital audio

recording of the foregoing proceeding, that said

transcript is a true and accurate record of the

proceedi ngs to the best of nmy know edge, skills, and

ability; that | am neither counsel for, related to,

nor

enpl oyed by any of the parties to the action in

which this was taken; and, further, that | am not a

relative or enployee of any counsel or attorney

enpl oyed by the parties hereto, nor financially or

otherwise interested in the outcome of this action.

DANI EL V\EI NER
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