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PROCEEDI

COURT REPORTER: Yes,

COWM SSI ONER ROZATOS:
nor ni ng, everybody, happy Fri day
March the 20, 2025. This is the

Comm ssi on Meeti ng.

Gerry, I'"'mthe acting Director for the GOl
Conservation Division. I|I'malso the acting Chair for
the O 1 Conservation Comm ssion. W'Il|l start our
meeting now We'll do a roll call. As | nentioned,
am CGer asi nos Rozatos, and |'mthe acting chair, and
l'"'m-- nove it over to ny right.

COW SSI ONER BLOOM  Morning. 1'm Geg
Bloom |'mthe designee of the Conm ssioner of Public
Lands.

COW SSI ONER AMPOMAH: Good nmorning. |'m Dr.
W I Iiam Anpomah, Professor at New Mexico Tech,
desi gnee of the Energy secretary.

COW SSI ONER ROZATOS: Thank you, gentl enen.

So we got our roll call

to approve our March 20th agenda.
noti on for the approval
COW SSI ONER BLOOM |
COWM SSI ONER AMPOVAH:

COW SSI ONER ROZATGS:

out of the way.

NGS

we' re ready.

Awesone. Good
Eve.
O | Conservati on

|"'m Gerasnps Rozat 0s,

If |

of the agenda.

SO nove.
| second.

Excel | ent .

It's Thursday,

Now we need

could get a

| go by

So our
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agenda is approved. OQur agenda stated that our third
topic is the approval of the February 20th through the
28, 2025 and the March 11, 2025 neeting notes. W do
need to augnent that a little bit. The March 11lth
nmeeting notes are not conplete yet, so we will nove
those to our next nmeeting. So right now, if | could
get a notion to approve the February 20th through 28,
2025 neeting notes, please.

COW SSI ONER BLOOM MR, Chair, | believe
those first mnutes are the Enpire Goodni ght case.

COW SSI ONER ROZATOS:  Correct.

COW SSI ONER BLOOM  So | will set out the
vote on that as |I'mnot a conm ssioner there.

COW SSI ONER ROZATOS: COkay. Thank you.

COW SSI ONER AMPOMAH: | nove and | will
second it, okay.

COW SSI ONER ROZATOS: So our neeting notes
for February 2020 -- 20th through the 28th of 2025 are
approved. GCkay. We'Ill nove on to our pending cases.
Qur first case is Case Nunber 25237. |It's a de novo
appeal of an order of the Division Case 24517. Are
all parties present? This is a status conference.
Let's start with the OCD.

MR. TREMAI NE: Good nmorning, M. Chair,

Conmm ssi oners. This is Jesse Tremain for the O
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Conservation Division.

COW SSI ONER ROZATOS: Thank you, M.
Tr emai ne.

MR. HOLI DAY: Good norning, M. Comm ssioner.
This is Ben Holiday (ph) on behalf of Silverback (ph)
Operating Team

COW SSI ONER ROZATOS: M. Holiday, thank
you. Anybody el se?

MR. SAMANI EGO:  Good norning, M. Exam ner.
This is Jonat han Samani ego, representing Anerican
Energy -- representative of Anerican Energy.

COVWM SSI ONER ROZATGS: Excel l ent. Thank you,
M . Samani ego. Appreciate it. So we've got all three
parties here. M. Samani ego, you are appealing the
Di vi sion order, so have you start for us this norning
on our status. Just this -- as |I've nmentioned, this
Is a status conference, so we're not hearing it de
novo right now.

MR. SAMANI EGO. Okay. Silverbacks cl ai m of
ownership in the chapter of |ease, Anerican denies
that. Silverbacks claimthat American interests were
quiet titles, American denies that. Silverbacks claim
through the quiet title that interest in the chapter
of lease were quiet titled, Anerican denies that.

Si | ver backs presented list of their notifications.
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And then the list of the quiet title, American finds
that very -- that needs to be cautiously | ooked at by
t he Conm ssion and the Division. | nean, American
denies the notifications that they submtted out.

It's very precarious that the claimnts
through the quiet title, Silverback is claimng
t hrough they didn't notify nobody there, which is --
it's -- it just -- | nean, that really needs to be
cautiously | ooked through. Anerican denies all
Si | verbacks clainms. Anerican should have or is
required to notice because Anerican is an operator and
an interest holder in the chapter of |ease. And
because notification was not proper, therefore the
applications of Silverback nust be di sm ssed under
state | aw and st at utes.

COW SSI ONER ROZATOS: Ckay. So M.
Samani ego are -- if -- would you -- are you ready to
be able to schedule a setting on your side?

MR. SAMANI EGO.  Yes.

COW SSI ONER ROZAT(OS: Okay. Thank you.
"1l nove over to M. Holiday. M. Holiday?

MR. HOLI DAY: \Where to begin here? So
Si | verback and case nunmber — gosh. | have to go back
and find the Case Number 24517, Silverback is the

operator under a two-section unit that was established
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by order nunmber R23045. All but 2.25 net m neral
acres in that entire two section area were subject to
a JOA. So it was a very, very small cleanup pooling.
We disagree with M. Samani ego’'s characterization of
the title. W also disagree that this is the proper
forumto try anything. And then the NMOCD and the OCC
doesn't have jurisdiction. This is not the proper
place to litigate a title dispute, if he has one.

COW SSI ONER ROZATOS: Ckay.

MR. HOLI DAY: And we're happy to set this for
a hearing as soon as it pleases the Comm ssion.

COVWM SSI ONER ROZATGS: Excel l ent. Thank you,
M. Holiday. M. Tremain?

MR. TREMAI NE: Good nmorning, M. Chair.
There's -- two things | want to address here. First
is the OCD' s entry of appearance and notice of
I ntervention --

COW SSI ONER ROZATOS: M. Trenmin, |'m going
to interrupt you. Can you bring the m crophone a
little closer?

MR. TREMAI NE: Sorry.

COW SSI ONER ROZATOS: Thank you.

MR. TREMAINE: | expect OCD s involvenent in
this case to be likely mniml. The chief question

here is a title question as M. Holiday indicated.
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And di spute between the parties as to whether M.
Samani ego and Anerican Energy Resources was entitled
to notice, or in conmpulsory pooling claim | wll
venture -- ny suspicion is that the Conm ssion wl|
and should rul e based on pl eadi hgs associated with

t hose clains. The reason that OCD entered appearance
here, based on the record, is that the |easehold

I nterest purported by M. Samani ego includes and is
arguably held by a particular well, the R o Penasco.

That well is out of conpliance and subject to
a stipulated final order with another party who is a
regi stered operator at the tinme of OCDs enforcenent
action. W're taking additional investigative steps
and enforcenent actions related to that, and ot her
wel | s.

But to the extent that this Conmm ssion
considers any rights or perm ssions associated with
that well, OCD needs to reserve its ability to
participate to the extent that the Conm ssion is going
to consider the title clains, the quiet title
argunments, et cetera, between M. Sanani ego and
Silverback. W will abstain fromthat argunent and
we're avail able to schedule either notions or hearing
on this at the pleasure of the Conm ssion.

The second issue is that M. Sanmani ego's
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filed a notion to strike nmy appearance as Comm ssion -
- as a Division counsel. | sent a rather strongly

wor ded response to conm ssion clerk regarding that.
don't think we're going to get into the nerits of that
today, but | urge this Conm ssion to deny that notion.
It is true that M. Samaniego's filed nunerous
conplaints to any -- essentially any email -- OCD
email that he can identify regarding nme doing ny job.
He's exceedi ngly unhappy with the enforcenment
practices regarding an act of wells.

They're frivol ous and unsupported clainms, no
actions have been taken. | haven't heard back from
the U S. Departnent of Justice, for instance, about
any concerns with ny actions. And it's inportant that
the Division has the opportunity to address its
interest inits -- in enforcing its rules regarding
that well. Again, | don't think we're going to get to
that issue in the case. Thank you.

COW SSI ONER ROZATGOS: Thank you. M.
Tremaine. As far as the notions to strike M. Holiday
and to strike M. Tremaine, the both notions have cone
up. Conmm ssioners, | notion that we do strike it. |
think that both M. Holiday and M. Tremai n have the
ability to be able to discuss on part of both

entities. And if you agree, | would need soneone to
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second t hat .

COW SSI ONER BLOOM | concurrent and |
second.

COW SSI ONER AMPOMAH: | al so agree to that.

COW SSI ONER ROZATOS: Ckay. So | think
unani nously we're going to agree to strike --

COW SSI ONER BLOOM  To deny.

COW SSI ONER ROZATOS: -- to deny the notion
to strike the two. So let's -- we'll let the record
reflect that for now As far as being ready to take
this -- to bring it in front of -- to the Conm ssi on,
as you all know, the Conmm ssion schedule is pretty
busy, we are pretty packed. So as far as
avai labilities, | believe April is out because April
has just a massive case going on, in tw full weeks in
the nonth of April for that. Sheila (ph), what does
May | ook like right now?

MS. SHEI LA The May neeting is May 15th, and
there's roomon that docket.

COW SSI ONER ROZATOS: |I'msorry. can you
repeat that?

MS. SHEILA: Sure. The neeting is set for
May 15th, and there is roomon that docket for a case.

COW SSI ONER ROZATOS:  You say there is or

there isn't?
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MS. SHEI LA: Oh, there is. W could schedul e

COW SSI ONER ROZATOS: (Crosstal k), okay.
MS. SHEI LA:

- on May 15 there.
COW SSI ONER ROZATOS: | apologize. I'min a
weird echo in the roomand | didn't hear it, so ny
apol ogies. Okay. So as soon as we probably could get
to this case is June. | know that that's al nost three
nont hs out, but as | said, the Conm ssion's pretty
packed and the cal endars are getting pretty full
Does that work for all three parties, M. Trenaine?
MR. TREMAI NE: (crosstalk).
COW SSI ONER ROZATOS:  1'msorry, M.
Tr emai ne?
MR. TREMAINE: Yes, for the Division.
COW SSI ONER ROZAT(OS: Okay. M. Sanmani engo?
MR. SAMANI EGO.  Yes.
COW SSI ONER ROZATGOS: Okay. M. Holiday?
MR. HOLI DAY: Yes, sir.
COW SSI ONER ROZATOS: Ckay. Excellent. So
we can set this for the June hearing for that
I nstance. Anything el se anybody would like to bring
up regarding the status conference? The — yeah. the
status conference for this particular case.

MR. SAMANI EGO: | would |Ii ke to make on the
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record that Jesse Trenmine's statenents regarding
American, it was out of line. It was patently
i ncorrect.

MR. ROZATOS: (Okay.

MR. SAMANI EGO. For the fact that the topics
t hat he brought up were irrelevant to the matter at
hand. The matters he brought forth, those are matters
to be brought forward for a matter for violation
hearing. This is a matter regardi ng notice of
pulling. For the fact that Trenmai ne brings up
vi ol ati ons whenever we're sinmply tal king about proper
notification, is in plain sight of his maliciousness.
| reported that | told -- | reported himto the
Department of Justice -- the New Mexico Departnent of
Justice, and today here he is maliciously comng into
a hearing with irrel evant topics --

COW SSI ONER ROZATCS: M. --

MR. SAMANIEGO: -- with assault --

COW SSI ONER ROZATOS: M. Samani ego?

MR. SAMANI EGO:  -- of hurting (inaudible)
hi m

COW SSI ONER ROZATOS: M. Samani ego? M.
Samani ego, |I'mgoing to interrupt you. One second.

We're not here to discuss the merits of M. Trennine,

and | would appreciate it if we use sone decorum and
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we used respect when we're tal king about individuals,
just like M. Tremaine calls you M. Sanmani ego, |
woul d appreciate it if you also use the sanme with M.
Tremai ne. Don't just say Tremaine. And second of

all, we will be hearing this case. So why don't we --
| understand your frustration, and | note it, the

Comm ssion definitely understands that there is
frustration here. W will -- are happy to discuss the
merits of that in June. But let's keep sone respect
and sonme decorum pl ease.

MR. SAMANIEGO: If | may just add one nore
thing. There was two other qualified attorneys,
Chri st opher Moger (ph) and Christie Travo (ph). And
those are two qualified attorneys that can hear this
matter. The fact that Jesse Tremmine feels it's under
his sole obligation to hear Anerican and be invol ved
In American's hearing is erroneous. And for the
Comm ssion to allow that, to proceed with him being
I nvol ved i s negligent.

COW SSI ONER ROZATOS: M. Sanmni ego?

MR. SAMANI EGO: (Crosstal k).

COW SSI ONER ROZATOS: M. Samani ego, |
appreciate it, and we definitely, as | stated, noted
t hat you have your concerns, and that is on the record

as wel | . In June, we will definitely hash all that
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out, okay?

MR. SAMANI EGO: Okay. And can | just get the
hearing date one nore time? | can wite it down.

COW SSI ONER ROZATOS:  Yeah. It'll be June,
2025. And what's the exact date, Sheila, for June?

M5. SHEILA: 1t'lIl be June 15th.

COW SSI ONER ROZATOS: June 15, 2025.

MR. SAMANI EGO.  Yes, sir.

COW SSI ONER BLOOM O May 15t h?

COW SSI ONER ROZATOS:  Nope, not May.

COW SSI ONER AMPOMAH:  It's Sunday.

COW SSI ONER ROZATOS:  June 15th is Sunday,
Shei | a.

MS. SHEILA: Oh, is that a Sunday? Right now
it's scheduled for June 19th, but that is a federal
hol i day, so |I'm going have to nove the hearing, and
|"mgoing to nove it to the Monday of that week. And
| thought it was the 15th, but if it's the 16th --

COW SSI ONER ROZATOS:  So the 16th. June
16th, M. Samani ego.

MR. SAMANIEGO. M. Chair?

COW SSI ONER ROZATOS:  Yes.

MR. SAMANI EGO:  |' m not avail abl e.

COW SSI ONER ROZATOS:  You are not avail able
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MR. SAMANI EGO:  Yeabh.
COMW SSI ONER ROZATOS:  -- on the 16th.
MR. SAMANI EGO.  Yeabh.

COW SSI ONER ROZATGQCS: [t'11l be that week of
June 16th, at sone point, M. Sanmaniego. WII| have a
date solidified and we'll get it to you, okay?

MR. SAMANI EGO  Yes, sir.

COW SSI ONER ROZATOS: Thank you. Anyt hi ng
el se? Excellent. Thank you, everybody. W'IIl nove
on to our next case. Qur next case is case nunber
24683. It's the application for rul emaking to anend
19.15.2, 19.15.5, 19.15.8 19.15.9, and 19.15.25 of the
New Mexi co adm nistrative code. This is the Status
Conference. Are all parties present? We'Ill start
w th you.

M5. FOX: Thank you M. Chair. Tana Fox (ph)
representing applicants in this matter. And |I'm here
today with Morgan O Grady (ph) fromour office and
online are Kyle Tisdale (ph) and Matt N el (ph).

MR. ROZATOS: Excellent. Thank you, M. Fox.

MR. FELDERWORK: Good norning, M. Chair.
Members of the Conm ssion, M chael Fel derwork (ph)
with the Santa Fe, O fice of Holland and Hart on
behal f of (i naudible), USA

COW SSI ONER ROZATOS:  Thank you, M.
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Fel der wor k.

MR. TERMAIN: Jesse Trenmmin on behal f of the
O | Conservation D vision.

COW SSI ONER ROZATOS:  Thank you, M.
Tremai ne. Okay, Ms. Fox, we'll start with you.

MR. SUAZO. Good norning, M. Chair. Can you
hear nme?

COW SSI ONER ROZATOS: | apol ogi ze. Yes, M.
Suazo, ny apol ogi es.

MR. SUAZO. All right. Good norning M.
Chair and Conm ssioners, M guel Suazo with Beatty &
Wozni ak, appearing on behalf of the New Mexico Ol and
Gas Associ ation this norning.

COW SSI ONER ROZATQOS: Excellent. Thank you.
| see M. Tisdale. |s there anybody el se on the
pl at f or nf?

M5. TRIPP: Yes, Comm ssioner. This is Ann
Tripp with H nkle Shanor on behalf of the |ndependent
Pet r ol eum Associ ati on of New Mexi co.

MR. ROZATOS: Thank you, Ms. Tripp. Anybody
el se?

MR. SAYER: Yeah, M. Chairman. This is
Matt hi as Sayer on behal f of EOG

MR. ROZATOS: M. Sayer, thank you. Anybody

el se? M apologies. As | always say on these
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nmeetings, | haven't had enough coffee by 9:00 a.m so
| slip up sonmetines. M. Fox, will now start with
you.

M5. FOX: Thank you. Thank you, M. Chair.
You m ght recall at the |ast status conference | ast
nmonth all the parties concurred that the April hearing
t hat had been set by this Comm ssion should be
vacated. And the reason for that was that the parties
met in October to discuss applicant's proposals. At
that point in tine, OCD stated that it would have a
red line that would have alternate proposals for the
parties. So we were all very interested to know what
t hose were.

Those proposals were anticipated to be
submtted to the parties before the end of the year,
but because of workload issues, they were not, and
they were submtted, as you mght recall, in the
m ddl e of February. And so the industry at that point
in tinme asked for 30 days to try to figure out a new
heari ng dat e.

Last week, OCD circul ated a proposed hearing
schedul e for the parties and the proposed hearing
schedul e had dates for applicant's filing a -- an
anmended petition for the filing of direct testinony

and exhibits for the filing of rebuttal testinony and
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the exhibits. And then a hearing date of about

approxi mately two weeks, maybe two plus weeks starting
Oct ober 14th. Wth flexibility within those dates we
wrote back to OCD, we concur with its proposed
schedul e.

We haven't heard fromindustry parties,
al though I did have a conversation with M. Fel derwork
and M. Rankin this norning. W're anenable to -- in
ternms of the dates that UCD has proposed, were
amenable to flexibility within the dates for filing
t he amended petition, the direct testinony, the
rebuttal. The one, | guess, request we have is that
for the hearing, that it not extend beyond the first
or second week of Novenber that it not bleed over into
t he holiday season. Because we've got a | ot of
council, a lot of experts, many of whomare going to
be flying in fromout of state.

We have Conm ssion nenbers, we have the
hearing officer. |It's a -- these hearings as you
know, are a |lot of work. And we would |like to have
this hearing ended before the holiday season get
started, and w thout having the hearing hangi ng over
us. That's our one request.

COW SSI ONER ROZATOS:  Ckay.

MS. FOX: O her than that, we're -- we have
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flexibility between now and the heari ng.
COW SSI ONER ROZATOS: Ckay. Excellent. M.
Fel derwork, we'll go to you next.

MR. FELDERWORK: Ms. Fox did a good job of

sunmari zing, | think where we are. The only thing is
| am-- | don't see a date on here for filing a -- any
ki nd of an anended petition. But I'm-- | suppose

that's sonething that we can di scuss and agree upon in
formul ati ng any scheduling order. But we don't have a
problemw th the proposed Cctober hearing date. | do
note that the filing of full testinony and exhibits is
June 13th, which if we hold in October would be four
nont hs before the hearing. Seens |ike an awfully | ong
time, but --
COW SSI ONER ROZATOS:  Four nonths go fast.
MR. FELDERWORK: Yeah. | guess they do go
fast, yeah. And then there's provision in here for
filing rebuttal testinony. |In ny experience, the only
thing I1'd want to reserve is the ability to actually
chal  enge whether it's rebuttal testinony or whether
it's sonmething that should have been filed initially.
COW SSI ONER ROZATOS: Okay. M. Tremi ne?
MR. TREMAI NE: Thank you, M. Chair and
Comm ssion. | think we've summarized the situation

well waiting on feedback on specific dates fromthe
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parties. | know M. Suazo is traveling, and so |I'm
hopeful that we can get a joint stipulated order in.

| did not put in or propose yet a anmended petition
deadline, | think that's sonething we can and shoul d
tal k about with the parties. But we're discussing the
schedul i ng of additional stakehol der nmeetings in
April. So | was |eaving that open-ended for now to

al l ow what we hope and expect will be feedback from
the Morgan and ot her industry partners.

But that's sonmething that we can fill in in
the next couple weeks. | do think that we want to
take the tine to hamer out any areas of necessary
flexibility with the filing dates, but that the npst
I nportant thing is the hearing date that we get that
schedul ed.

We share the concern that going into the
hol i days, this is going to be difficult for all
parties in the Conm ssion. And | propose two plus
weeks at this point because | think if it's structured
t hat way, we can always pull that back rather than
extending it out as we've seen with sone other cases
t hat have gone on beyond the current schedul e peri od.
So if we could schedule 2 to 3 weeks and then
hopefully we can whittle it down fromthere.

COW SSI ONER ROZATOS: Okay. Thank you, M.
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Tremai ne. M. Suazo?

MR. SUAZO. Sure. | think MR Felderwork and
Ms. Fox did a good job summarizing where we are. |
did confer with LA MOGA (ph) and | think, you know,
there's no issues with the October date per se. |
think the better question and maybe the place we
should start is to |l earn whether or not the Comm ssion
Is avail able on those dates. And if not, hopefully we
can push it back a bit, but in such a way that it
won't interfere with the holi days.

Wth respect to the earlier dates | think LA
MOGA is still kind of waiting to see what results from
the legislative session is. You all can inmagine
t hey' ve been pretty focused on that. There are sone
pi eces of legislation that could inpact this rule
maki ng. We'll know the outcone of that, | think
fairly soon, but we don't know it yet. And so once we
have sone clarity with respect to how the session ends
and what inpacts it m ght have on this rul e nmaking,
think that LA MOGA will be prepared to sit down wth
the parties and agree upon sone firmdates. | just
don't think that we can do that today, but | do expect
we'll be able to do that in the next few weeks.

COW SSI ONER ROZATOS: Excellent. Thank you.
Ms. Tripp?
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M5. TRIPP: Yes. Thank you, Conmm ssioner.
IPNMis in much a simlar situation LA MOGA. W don't
have a problemw th the October 14, two plus week
hearing dates as long as it does accord with the
Comm ssi on schedul e, and we could push a week or two
beyond as well. And so | don't have anything
additional to add, | think we'll be available in a
better position after the |egislature close.

COW SSI ONER ROZATOS: Ckay.

MS TRIPP: And |I'm aware that there's several
parties that may have amendnents or revisions, and so
| think those interimdeadlines, which are di scussed
ri ght now, are open for conferral between the parties.

COW SSI ONER ROZATQOS: Excellent. Thank you.
M. Sayer.

MR. SAYER: Thank you, M. Chairman. Nothing
to add. We generally are supportive of the Division's
proposed schedul e.

COW SSI ONER ROZATOS: (Okay. Excellent. And
Ms. Fox, you were speaking on behalf of the other two
gentl emen on the platform correct?

M5. FOX: (No audi bl e response.)

COW SSI ONER ROZATOS: Ckay. The -- |
believe that this is all fine and done with the

Comm ssion as well. The only caveat to it is the
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Conmi ssion Chair is going to be out of the country the
first two and a half weeks of October. So it would
have to be the week of the 20th instead of the week of
the 14th -- 13th. So it would just be noved by one
week, if at all possible. As | nentioned, I'll be out
of the country. So | just noved it by one week. It'd
still be for the holidays but it would just probably
be the week of the 20th of October. [If that's okay
with all the parties. W could tentatively schedul e
It for that.

M5. FOX: That's fine with the applicants.

COW SSI ONER ROZATOS: Okay.

MR. FELDERWORK: Fine with OXY.

MR. TREMAI NE: Agr eed.

COW SSI ONER ROZATOS:  Ms. -- I'mgoing to
just go M. Suazo.

MR SUAZO That's fine with LA MOGA, M.
Chai r.

COVMM SSI ONER ROZATOS: Okay. Ms. Tripp?

MS. TRIPP. That's fine with | PNM

COW SSI ONER ROZATOS:  Okay, M. Sayer.

MR. SAYER. It's good.

COW SSI ONER ROZATOS: Okay. So we can set
it for the week of starting Monday the 20th of

Oct ober. So Conm ssi on, does Conmm ssioners still do
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that work for you all?

COWM SS|I ONER BLOOwvt Let me check the third

week t here.

COWMM SSI ONER ROZATOS:  Okay.

COW SSI ONER BLOOM  Works for me, M. Chair.

COW SSI ONER ROZATOS:  Okay.

COW SSI ONER AMPOMAH:  How | ong
for?

COW SSI ONER ROZATOS:  Third --
said two weeks, possibly a little nore.

COWM SSI ONER AMPOMAH:  So | ask
getting in closer, because | do teach.

COW SSI ONER ROZATOS:  Ri ght .

COW SSI ONER AMPOMAH:  You know,
m ss classes for two strai ght weeks. So -
teach only one class so we can work it out
way that | can be relieved to go teach at

COW SSI ONER ROZATOS:  Yeah. |

will this go

t hey just

t hat when it

and | cannot
- but |

I n such a
some poi nt.

t hi nk all

parties could take that into account for a day during

the week so the Comm ssion -- Conm ssioner
his class. W can work that schedul e out

with that. But it -- does the 20th of OCct
starting this work for you, Conm ssioner?

COW SSI ONER AMPOVAH: Yes.

can teach
and wor k

ober

COW SSI ONER ROZATOS: Okay. Then let's plan
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on that. We'Ill get -- we'll set it on the books for
the week of the 20th of COctober. W just need anot her
status hearing here. Wen do you all -- when would
you all |ike another status hearing?

MS. FOX: M. Chair, | think next nonth would
be good because we should be able to have deci ded
anong ourselves the -- you know, sort of these interim
dat es between now and the hearing October 20th.

COW SSI ONER ROZATOS:  So the Commi ssi on
meeting date was cancel ed for next nonth because we've
got the two weeks for the Goodni ght Enpire case.

We' re unhappy to hear it at the beginning of that, but
that's April 7th. That gives you |less than two weeks
to neet.

M5. FOX: Vhatever the pleasure of the
Commi ssi on.

COW SSI ONER ROZATOS: | nean, even May.

M5. FOX: Two — huh?

COW SSI ONER ROZATOS:  Should we just do May?
Just -- Ms. Fox, I"'mjust going to interrupt. Being
that |egislative session is ending this weekend, you
all may need a little extra time just to regroup with
what cones out of the |legislature. So maybe the May
heari ng woul d be best for everyone, because as | said,

the April one starts right off April 7th. So -- but |
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| eave that up to you. That's just ny suggestion.

M5. FOX: That's fine. My's fine.

COW SSI ONER. ROZATOS: The (inaudible) --

M5. FOX: | would like -- | nean, | hope that
we can get agreenent anong the parties in the next,
say, two weeks. Because | heard session wll end.

COWM SSI ONER ROZATOS:  Sur e.

M5. FOX: Saturday at noon.

COW SSI ONER ROZATOS:  Right.

MR. TREMAINE: M. Chair, | would echo that.
| think it would benefit all parties to have this
sorted out -- the schedule sorted out in the next
coupl e weeks. | know that session creates a | ot of
open- ended questions, but tracking what's happening
there with the various bills that would potentially
i npact this particular rule making. | think we're
| ooking at kind of a Hail Mary for any of that to pass
at this point.

So the particular bills are still on
commttee, so the likelihood that the statutory
f oundati on upon which the -- this petition is based
substantially changes in the next week is exceedingly
low. And I think we don't want to push deci sions on
these filing deadlines out all the way to May because

that's going to give all of the parties, as currently
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proposed, only 30 days to turn around for direct
testi nony.

So we're all preparing for this based on the
current red lines with that expectation that there's
going to be a direct testinmony filing deadline
sonetinme in the mddle of the summer and it's -- it
doesn't benefit any party to wait to nake that
decision until the mddle of May. So | would say |
wi Il encourage the parties to work with us and we'l
try to get something filed with the Conm ssion in
advance for the next status conference and the
Comm ssi on can schedul e the next status at -- whenever
it chooses. But |I think we need to get sonething
subm tted as soon as possible.

COVWM SSI ONER ROZATGS: Ckay. M. Fel derworKk,
you still sticking with nme?

MR. FELDERWORK: [It's not a strong opinion,
no.

COW SSI ONER ROZATOS: Okay. You could go
ei ther way.

MR FELDERWORK: |'d go either way.

COW SSI ONER ROZATOS: Okay. |'ll go onto
the platform M. Suazo?

MR. SUAZO. Yeah. M. Chair, | tend to agree

with, you know, M. Tremaine's position. You know,
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t hat being said, the chances of this |egislation
passing, | think at this point are |low, but they're

al so not zero. And so | would like to, you know, be
in the position to work with the parties and agree to
a procedural schedul e before May, | am hopeful that we
can do that. W'IIl definitely endeavor to do that,
but, you know, until we kind of have sone clarity, we
can't do that just yet.

But | agree, given the dates that the parties
have proposed, that LA MOGA still needs to assess, you
know, we just need a little bit nore tinme. But if we
stick to those dates, it's going to be kind of tight
in ternms of tinme. You know, if we wait all the way
until May to agree to a schedule. So | propose that
we put a status conference for May on the schedul e,
but al so, you know, conmt to the parties that we'l
do our utnost to work with themto try and pin down
the actual dates before the May status conference.

COW SSI ONER ROZATOS: Okay. Ms. Tripp.

M5. TRIPP: Comm ssioner, | agree that having
a -- that May status conference as a backstop, but
that IPNMis agreeable to working with everyone wel
ahead of that.

COW SSI ONER ROZATOS: Okay. Thank you. M.

Sayer ?
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MR: SAYER: Yeah. We agree with them M.

Tr emai ne.
COW SSI ONER ROZATOS: Ckay. So let's do it
this way. We'Il put a status conference for April the
th
7, we'll begin the day with the status conference,

April 7th. And if we need nore tinme, we need nore

time, we can regroup at that point. How does that
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sound for

Fel der wor k

MR. Suaza.

M. Sayer?

all in tw

everybody?

M5. FOX: M. Chair, that’'s perfect.

COW SSI ONER ROZATGS: Excel | ent .

, you're okay with that?

MR. FELDERWORK: That's fine. Thank you.
COW SSI ONER ROZATOS: Okay. M. Trenmi ne?
MR. TREMAI NE: Excellent. Thank you.

COW SSI ONER ROZATGS: Excel | ent .

MR. SUAZO. That's fine with LA MOGA.

COW SSI ONER ROZATOS:  Ms. Tripp?

Ms. TRIPP: Yes, that's fine. Thank you.

COW SSI ONER ROZATOS:  Excel | ent.

MR. SAYER: Yep. Thank you, M. Chairman.

COW SSI ONER ROZATOS: Okay. W'l
weeks. Appreciate it. Thank you.

MR. FELDERWORK: Thank you.

M .

M. Suazo?

Thank you,

Thank you.

see you
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M5. TRIPP: Thank you.

COW SSI ONER ROZATOS: Moving on to our next
case. And actually, you know, what we'll do, let's
take a 10-m nute break just so everybody can regroup,
get chairs, et cetera, and we'll neet back here at
9:42. Thank you.

(OFf the record.)

COW SSI ONER ROZATOS: Okay. We're back from
break. We'll go on to our next case for today. This
Is an evidentiary hearing before the G| Conservation
Commi ssion. This is case nunber 24881, it's the
application of Northwind Mdstream Partners, LLC, for
approval of an additional redundant acid gas injection
oil. And to anmend order nunmber R20913 as anended and
SWD 2622 to authorize an increased shared maxi nmum
daily injection rate in Lee County, New Mexico. Are
all parties present? 1'Il start fromny right and
we'l |l nove across. MR Rankin?

MR. RANKI N: Chair Rozat os, Commi ssioners,
may it please the Conmm ssion. Adam Rankin appearing
this nmorning on behalf of the applicant in this case
with Santa Fe, Ofice of Holland & Hart.

COW SSI ONER ROZATOS: Thank you, M. Rankin.

MR. MARBLE: Chairman and Comm ssioners on

behal f of Desert Ram South Ranch, Inc. and intervener.
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| ' m Reagan Marble, along with ny co-counsel and
col |l eague Ms. Caitlin Locke.

COW SSI ONER ROZATOS: Thank you, M. WMarble.
Appreciate it.

MR. TREMAI NE: Thank you. Chair and

Comm ssioners Jesse Tremaine for the Gl Conservati on

Di vi si on.

COW SSI ONER ROZATOS: Excellent. Thank you.
Okay. Are we ready to proceed? W'I|l|l start with you
M. Rankin. GOkay. Yeah. I'msorry. W'IIl do

prelimnary matters and any notions. So M. WMarble, |
bel i eve you had a notion.

MR. MARBLE: We do have a notion to stay.

M. Chairman, if you'd like us to take that up at this
time.

COW SSI ONER ROZATOS:  Yes, let's take it up
pl ease.

MR. MARBLE: Good norning again. For the
record, ny nane i s Reagan Marble and along with ny
col l eague, Ms. Caitlin Locke, | represent Desert Ram
Sout h Ranch Inc. And adjoining surface owner to the
Titan facility that's at issue in this application
today. This nmotion to stay and this case from our
perspective, is about whether a conpany can succeed on

its application for a permt to inject acid gas
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beneath land that it does not own an interest in.

We ask the Commi ssion to stay the application
presented today for a nyriad of reasons, but three of
which I'Il discuss with you this norning. The first
is that Northwi nd does not have a good faith basis as
required by this Commission to drill and operate the
AG well. The second is that Northwind's reliance in
their response to our notion to stay on the Snyder
Ranch's case is m spl aced.

The third is that this issue is not an issue
new to this Comm ssion. And then I'll finally address
st andi ng, which we shoul d di spose of rather quickly.
Turning to my first point, Northw nd does not have a
good faith basis to drill and operate the Titan for
AG well. | believe Case Nunber 13492 by this
Comm ssion in the early two thousands states the
principles that should formthe basis of our analysis
and why this Conm ssion should stay the application.

13492 invol ved Chesapeake. Chesapeake had applied for

a permt to drill an oil and gas well on the sout hwest
guarter of section 4. It had actually obtained the
permt.

After the permt was issued, Kaiser Francis
(ph) Sanpson (ph) and Newburn (ph) canme back to the

Comm ssion and filed a notion to cancel the permt on
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the basis that Chesapeake did not own any interest in
t he Sout hwest quarter of Section 4. The Conm ssion
ended up cancel i ng Chesapeake's permt and they laid
forth the analysis in that order, and | believe the
anal ysis that this Conm ssion should follow in the
notion to stay today.

The first question the Conm ssion presented
in its order, that should be part of the anal ysis that
t hey said the Comm ssion should approach is does the
appl i cant have a good faith claimto both drill and
operate the well they are applying for? Then this
Conm ssion stated it another way. They said, "Do they
have a good faith claimto title for the property?"
They then went on to discuss that title is sinply a
person transferring its interest or a interest in real
property to another.

Then Chesapeake responded to both Kai ser,
Francis and Sanpson about this Conm ssion's
jurisdiction on title disputes. And Conm ssioners and
Chai rman, | understand, | don't want to create any
nore work for you. | don't want to create any nore
work for M. Tremaine. W should not have title
di sputes in this tribunal. In Texas, my hone state,
our nei ghbor to the east, we approach the title

matters very simlarly, so does the state of Okl ahons.
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But there is sone prelimnary piece that an
appl i cant nmust show in order to obtain a permt. And
that's because both New Mexico, Texas, and Okl ahom
have prem sed their jurisdiction that has been
established in this Comm ssion on the prenm se that an
applicant has sonme scope within property rights to do
the thing they are asking the Conm ssion to give them

So in this instance, the Chesapeake applicant
said the Conmm ssion has no jurisdiction to hear title
matters. Even if we don't own an interest in this
pi ece of property, the Comm ssion can't cancel the
application on that basis. In its order. This
Comm ssion said, "They're right and does not have
jurisdiction to determne title or the right to
occupy." However, prudence dictates that the
Comm ssi on ought not to issue a permt where the party
applicant clearly does not have the right to conduct
the activity contenpl at ed.

You will see without a doubt today fromtheir
application and fromthe testinony that will be
presented, that Northw nd does not have the right to
conduct the contenplated activity. The activity
contenpl ated by their application is the injection of
acid gas being primarily carbon dioxide with 20

percent of the stream being H2S. That acid gas, under
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any case nodel presented by Northw nd occupies ny
client, Desert Ram South Ranch Inc's subsurface. It
al so occupies the State of New Mexico's subsurface
under every nodel .

Turning to nmy next point, Comm ssioners and
M. Chairman, this is not a new concept for this
Comm ssion. Last year, and actually the predecessor
to Northwi nd, Salt Creek had filed an application for
another AG well. The State of New Mexico, the
| argest | andowner in the state, intervened on the
basis that the plume would m grate under state owned
| ands and there was no real property instrunent or
deal in place between Salt Creek and the State of New
Mexi co to conpensate the State of New Mexico for that
subsurface.

They intervened on the sane basis that Desert
Ram North Ranch Inc. intervenes on today. There was
an agreenent struck between the applicant and the
state of New Mexico at that tinme. That is one of the
reasons we are asking for the stay, to give Northw nd
and Desert Ram a chance to negotiate an agreenent for
occupati on of pore space. But that has not happened
to date.

Turning to ny next point. Northw nd's

reliance on the Snyder Ranch case is m splaced. |If
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you read the response to our notion to stay, it is
primarily on two basis. One, that there is no
standing and I'll address that here in just a nonent.
The primary point though is that they wap thensel ves
in the cloak of the Snyder Ranch's case. |f the
Conmm ssi oners and the Chairman recall the Snyder Ranch
case, in Snyder Ranch, the issue was a salt water

di sposal injection well. And the primary question
before this Comm ssion was whet her that salt water was
going to mgrate underneath the ranch known as Snyder
Ranch.

And there was sone discussion in that case
about a fault line that ran between the property owned
by the applicant and the property owned by Snyder
Ranch and whether it would actually m grate across.
The Comm ssion and their findings of fact noted that
they did not believe the salt water would m grate
across underneath Snyder Ranche's. That's inportant
and di spositive for the position that M. Rankin and
Nort hwi nd t ake today.

That is not the issue before this Conm ssion
today. There is a clear admttance by Northwind in
their application under any plunme nodel that they have
submtted that the acid gas injected through the

proposed well wll cross over onto ny client's
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property and will occupy its pore space. That's

I nportant for a couple of reasons because that takes
the application fromthe question of will the
substance occupy the pore space of another to we are
telling the Conm ssion the substance will occupy the
pore space of another.

And if this Commi ssion's jurisdiction is
prem sed on a good faith right to conduct the activity
that they are asking to do in the application, and
they admt that they don't have any property rights to
do so, then the Snyder Ranch case doesn't apply
because that was a case wi thout the substance crossing
over the property I|ine.

The |l ast issue that I'll address is part of
this notion to stay is the second part of Northw nd's
response to our notion to stay, which was standing.
Nort hwi nd argues that Desert Ram does not have
standing to intervene in this matter for two reasons.
Because one, it isn't the surface owner of the actual
tract where the well is drilled, and then two, that
they don't fall under the definition of an affected
person. And they talk about the definition of the
af fected person being an operator or working interest
owner or a mneral owner.

We di sagree whol eheartedly and Northw nd has
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presented an argunent that is in opposite of the
rules. The rules in the State of New Mexi co,
specifically 1915410A2 state that, "A party to an

adj udi cat ory proceedi ng —- excuse ne, and in

| ayman's terns, that is a party w thstanding, "Shall

I ncl ude a person to whoma statute, rule or order
requires notice." 1915412A7 is the rule that required
notice to Northwind. And that is to notify a surface
owner within one half mle of the site.

You can see sinply fromthe application that
the surface hole location, if that qualifies as the
site or the bottom hole |ocation, if that qualifies as
the site or the total track that's being injected
into, if that qualifies as a site that Desert Ram
South Ranch Inc. is a surface owner within a mle. In
fact, they surround the entire site that Northw nd has
applied wth.

And we have a witness today that w Il discuss
sonme of those issues. So because Desert Ramis a
surface owner within a half mle of the site, they
undoubt edly have standing to intervene in this
proceeding. To quickly recap M. Conmm ssioners and
M. Chairman, we ask that this Conm ssion stay the
application of Northw nd because Nort hwi nd does not

have a good faith basis to conduct the activity which
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t hey' re seeki ng because they have no right to the pole
space. That their reliance on Snyder ranches is
m splaced. That this is not a new issue for this
Comm ssion, and in fact, it is an ever increasing and
nore inportant one in the |egislature pending right
now is a pore space bill. And finally, that we have
st andi ng under 1915412A7. |'m happy to answer any
guestions that the Comm ssion may have. Thank you.

COW SSI ONER ROZATOS:  Thank you, M. Marble.
Comm ssi oners, did you have any questions?

COW SSI ONER AMPOMAH: M. Chair, | want to
hear fromthe other parties, you know, with regards to
whet her there could be a trespass or not, yeah.

COW SSI ONER BLOOM | would li ke to hear
that as well, but anything specific from M. Marble?

MR. MARBLE: No, M. Chair.

MR. RANKIN: No, we'll stay.

COWM SS|I ONER ROZATGS: Excel l ent. Thank you,
M. Marble. Appreciate it. M. Rankin, we'll turn to
you.

MR. RANKIN:. Thank you. Good norning, Chair
Rozat os, Conm ssioners. My it please the Conmm ssion.
Desert Ramin this case noves the Conm ssion to see
Its legislative -- the delegated authority to

det erm ne whether or not Northw nd's application neets
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the technical qualifications for approval pending the
outcone of what is purely a contractual dispute over
private property interest in district court. The
Conmmi ssi on should reject Deserts Ramls invitation to
abdicate its authority as the Conmm ssion has
repeatedly done in prior simlar circunstances.

Desert Ramis already seeking to redress its
alleged injuries through a lawsuit filed in district
court. That is the formwhere its clains about
potential future subsurface pore-based trespass should
be adj udi cated, not here. The Conm ssion has |ong
made it clear that where parties have a di spute over
property rights or private interests, it's a matter
for district court. This includes instances where
there may even be, "Sonme evidence that fluids injected
pursuant to the |license granted by the Comm ssion's
order mght mgrate beyond the lateral |limts of the
particular tract on which the injection facility wll
be | ocated."

The Comm ssion nonet hel ess has concl uded
that, "It is unnecessary that the Comm ssion make a
finding with respect to that possibility.” I'm
guoting there from Comm ssion order nunber R12546 at
paragraph 26, it's cited in our papers. Now citing

t he Snyder Ranch's Suprenme Court case, the Conm ssion
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explained in that order that | just cited to that if,
“"Activity conducted within the scope of the permt
exceeds those property rights, this would be a matter
for adjudication in the courts and not within the
jurisdiction or conpetence of the Comm ssion". In
this case Conm ssioners, we have clear authority to

i nject on the property where the well is |ocated,
where the bottomhole is | ocated, Northw nd owns a
hundred -- nore than 200 acres where the well's is

| ocated and where the bottom hole is | ocated.

And so it has clear authority to inject on

the location and in the bottom hole where its well is
| ocated. And I'Il get into the additional argunments
shortly. Now, in earlier cases -- in an earlier case,

t he Comm ssion, again citing Snyder Ranch, has nade
clear that it does not determ ne whether an applicant
can validly claimproperty interests in the property
subject to the application. And therefore, whether
the applicant is duly authorized to manage the
operation of the -- injection or operations on that
property.

That issue is, "Exclusive jurisdiction of the
courts”. Again, |I'mquoting here from anot her case
before the Comm ssion, R -- it's order nunmber R11855B.

Again, that's cited in our papers. Now here, Desert
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Ram cont ends the Comm ssion cannot issue injection
permts that would exceed the limts of the
applicant's property rights. And they cite Snyder
Ranch's -- the Suprene Court case in support of their
position. But if that were a correct interpretation
of the law, the Conmm ssion woul d necessarily be
required to determ ne whether the applicant can
validly claimthe property rights.

They'd have to do an assessnent and
determ nati on of whether or not those property rights
are valid. And the Comm ssion has repeatedly said,
"That's not our -- it's not in our jurisdiction, it's
not within the scope of our authority." It would need
to make that determnation and it has repeatedly
i ndi cated properly that it is not withinits
| egi sl ative authority to do so.

Not e, nothing the Comm ssion would do here
today within its proper authority to determ ne whet her
the injection is appropriate or not based on the
technical nerits of the case, would inpede with Desert
Raml s ability to seek relief or redress any purported
injury in district court. And Desert Ram nmakes
abundantly clear that its objections and clains are
entirely related solely to a potential future

subsurface, pore spaces dispute, which clains bel ong
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only in district court.

Now, Desert Ram owns no mneral rights that
if only formation in this area has al ready been
determ ned to be non-hydrocarbon bearing. There's no
di spute over corral of rights, there's no di spute over
waste. Those are the jurisdiction and the authority
over which the Comm ssion has reign, not whether that
there's a subsurface trespass or there's inpairnment of
pore space rights. The dispute is that Desert Ram
rai ses here is sinply over pore space, plain and
si npl e.

Desert Ram makes that unabashedly cl ear
t hrough the evidence it seeks to admt and the permt
conditions it's inproperly requesting the Comm ssion
to inpose. 2 of the 4 exhibits it's identified inits
pre-hearing statenent are the purchase of sale
agreenent, a contract between the parties and the
first anmendnment to that agreenent. They're asking the
Comm ssion now to nake interpretations of a private
contractual agreenment between the parties. That's not
within the Comm ssion's expertise, it's not within the
Comm ssion's jurisdiction, it's sonething that bel ongs
before the district court, and they have al ready
pr oceeded down that path.

Each permt condition that they've now
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proposed, it's designed to use the Conm ssion's
statutory powers, which is intended to prevent waste
and protect corral rights to instead nonitor their
private property interests. That is an inproper use
and application of the statutory authority of the
Comm ssion and it should be rejected.

Desert Raml s objections are based on all eged
subsurface pore space trespass that m ght arise
sonetine in the future. Those clains inplicate
property rights that are not |egally recognizable
before the Comm ssion, as the Comm ssion has | ong
recogni zed. Not only are Desert Rans clai ns not
proper for commt -- consideration before the
Comm ssi on, but because their objections are entirely
based on a property dispute over private interests,
they al so cannot set out a proper procedural basis for
a -- to stay at this hearing.

There's sinmply no reason to stay when the
obj ections they've raised are not legally cognizable
before the Comm ssion. But in support of their notion
to stay, they cite and rely on a procedure and
authority that governs stays of orders pending appeal
only. That procedure has no application here. Nowis
i nportant, the Conm ssion should deny the notion

because Desert Ramis not even a proper party to this
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proceeding as we -- as M. Marble has attenpted to
refute.

The Conmm ssion should deny the stay to avoid
underm ning the Conmm ssion's authority to function
wthinits adm nistrative domain. G anting Desert Ram
stay would signal to other entities with private
contractual property right disputes that they can use
t he Comm ssion to | everage their position in their
private disputes that are unrelated to the
Comm ssion's authority. That's a terrible outcome and
shoul d be rejected. The notion should be denied and
t he hearing should be permtted to proceed. Now I
want to make a couple of points before I relinquish ny
time.

Desert Ram i s maki ng the argunment that
Nort hwi nd has no good faith basis to believe that it
has the right to inject on the location and in the
property that is -- that has been currently -- that is
proposing to inject. As | nentioned, Northw nd owns
approxi mately 210 acres of surface estate under two
separate warranty deeds that cover all of its surface
facilities and the bottom hole | ocations for all of
its existing and proposed AG wells.

We have submitted those as part of the

evidence in this case, there are file deeds -- filed
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of record with the county -- in Lea County, and we'll
be presenting that as part of our case. Now,
establish now -- Desert Ramand its notion for stay
cites to a provision in the purchase and sal e
agreenent between the parties, which is subject to a
confidentiality agreenent.

But they cite to this provision in their
notion for stay that they -- that actually provides
t hat Nort hw nd has the express agreenent and consent
from Hydrosource to inject treated acid gas through
multiple AG wells. Except for limted circunstances
t hat are not applicable here, okay, that provision
expressly grants Northwi nd the right and consents to
Northwi nd's right to inject into the properties,
except for limted circunstances that are not
appl i cabl e here. Hydrosource, to be clear, okay, and
to denonstrate the good faith basis to inject
Hydr osource and Desert Ram did not object to the nost
recent Northw nd application to anend the AG nunber
two, which is a Devonian well as well, with a
proj ected plunme extending out about two mles into
Hydr osource's properties.

That application was filed back in June of
2024 before Hydrosource sold 140 acres of property to

Nort hwi nd knowi ng -- Hydrosource got out -- got notice
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of that application, know ng that the plune was going
to extend nore than two mles out into Hydrosource's
property.

Hydr osource nonet hel ess made the sale, did
not object to the application and conveyed its
property interest to Northwind. Now that Northwind is
filing a second application with an -- slightly
I ncrenmental increase in the extent of that plune,
Hydrosource is objecting claimng that they had no
notion or didn't understand that the plume has been
extend onto their property.

They're making a claimhere that is a private
property interest claim they' re asking the Comm ssion
to review and interpret private contractual rights and
I nterest between the party that the Comm ssion has no
authority to do. All we need to do at this point, M.
Chair and Conmm ssioners, is denonstrate that Northw nd
has a good faith basis to make the injection that it
proposes to do. It has done that through the special
warranty deed and through the express provision that
Hydrosource itself relies on.

Which indicates clearly that they have the
consent and agreenment of Hydrosource to inject through
multiple AG wells, except for these limted

circunstances that are not applicable here. Wth
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that, we ask that the Conmm ssion deny the notion for
stay, allow the parties to present their -- Northw nd
to present its evidence and take the matter under
consi derati on.

COW SSI ONER ROZATQOS: Thank you, M. Ranki n.
Appreciate it. M. Marble, | saw your finger over the
m crophone. |1'd like to hear from OCD and then we can
circle back

MR. TREMAINE: M. Chair and Comm ssi oners,
thank you. 1'd like to provide a couple observations
to hopefully help establish the lay of the |and here.
The Di vision does agree that in various matters, OCD
and OCC need to rely upon and verify limted access --
limted aspects of ownership, mneral rights,
operating rights, et cetera. The way that happens is
typically in reliance on certification and
representation of the parties. Those are not m neral
rights and ownership are not things that OCD or OCC in
my know edge have ever affirmatively adjudi cated where
there's a dispute.

So these cases do involve aspects and
representati ons of ownership. However, where there
are property disputes, those properly belong in
district court or subsequent appeal. The second issue

in this case is the issue of pore space. And | wll
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note that this is not, in my opinion, definitively
settled | aw.

There are indications in all New Mexico case
file that New Mexico is likely to adopt the Anerican
rule, i.e. that pore space belongs to the surface
owner. OCD agrees with that interpretation and would
advocate for that interpretation as a general matter,
but | can't point to a case that says that. This --
contrary to ny comments in the last case, this is
sonet hing that hopefully we may see sone resol ution on
in the |l egislative session and OCD has provided
comments consistent with ny statenents here today.

So issues of pore space ownership and
severability are central to dispute between Northw nd
and Desert Ram OCD has a position that we advocate
for regardi ng who owns that and whether pore space is
severable, but it's not entirely settled. So absent
that clarity that -- may be an issue that is

appropriate for this record as well.

| think it's -- there's clear Division and
Conm ssion authority to pool mnerals, | don't believe
that is disputed. | would argue that under existing

authorities that it also extends to pooling of pore
space. Again, we haven't tested that to my know edge.

So I think that when approving injection into pore
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space such as salt water disposal wells, AG wells,
believe that already exists under OCD Authority.
Utimately, where | land is that | have to agree in
certain respects with M. Rankin that the issue here
Is a property and val uation di spute.

| think that the Division and the Conm ssion
have the authority to essentially pool their space and
to authorize the injection of the AG. That's been
the practice in the past for various different forns
of injection. | think we -- what's inportant to the
Division in this matter is that we get to the
technical nmerits. And that the central question is,
|l et's exam ne this plunme nodeling in the various
filings between the parties. There are discrepancies
bet ween what the plunme nodeling says and what it
doesn't say. | think that technical question is
central to how their Conm ssion should view aspects of
the notions and we need to get to that through the
techni cal testinony.

So with those observations and statenents
regardi ng arguably unsettled law, | think that
ultimately to the extent that the notions are rel ated
to a di spute between -- about property and val uati ons,
OCD does not take a position. But we do take the

position that the Conm ssion has the authority to
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aut horize the AG and that's regardless of its

proj ected inpact on pore space, and we need to exani ne
the nodeling relative to previous nodels submtted for
the other AG wells injecting into the same formation.

COW SSI ONER ROZATQOS: Thank you, M. Ranki n.
M. Marble.

MR. MARBLE: Thank you M. Chairnman and
Comm ssi oners. Short rebuttal. First to answer Dr.
Amponmah' s question earlier about whether this is a
trespass, it is undoubtedly a trespass is the
occupati on of space not owned by a person. However,
want to be clear that this Comm ssion does not have
jurisdiction over trespass. As nmuch as | want you
guys to decide issues like that, that is exclusive
jurisdiction within the district court. But | think
the question is relevant for purposes of determ ning
whet her sonmeone has a good faith basis to conduct the
activity that they seek fromthis Conm ssion.

Turning to a point that M. Rankin made, he
stated that | and Desert Ram are requesting that this
Comm ssion interpret a contract. W are not. There
I's no way, shape, or formwe are asking this
Comm ssion to interpret a contract or a deed.

We have filed, confidentially, the purchase

and sal e agreenent between ny client and Northwi nd in
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the event that Northwi nd raised the no interference
clause so that we could di scuss why the no

i nterference clause does not apply. But we are not
asking this Comm ssion to interpret the status of an
oil and gas lease, right? You hear that all the tine
in applications for permt to drill, just |like Texas
and Okl ahoma do. That |ease term nated, that's not
wthin the jurisdiction of this court. That's not the
property rights analysis we're asking this Conm ssion
to do.

In fact, we're not asking this Conm ssion to
do any property rights analysis. The sole question we
are asking this Comm ssion to ask Northwind is the
same question that this Comm ssion asked Chesapeake in
the 13,492 matter. And that question that the
Comm ssi on asked Chesapeake was, do you have any
evidence of a claimto title?

And here Northw nd does not. They can't
point to a deed, they can't point to a | ease, they
can't point to a license that gives themthe right to
conduct the activity that they ask this Conm ssion to
give them And that activity Northwind is asking you
to | ook just at a portion, the portion of pore space
that they own. But that's not the activity that they

seek perm ssion to do here today. They're asking you
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for permssion to inject a plume that over 30 years
occupies nultiple mles.

And whether it's a condition at the end of
this proceedi ng that addresses that issue or a
tenporary stay, so the parties in the OCD can go work
this out, I'mnot sure what the answer is. But | can
tell you that there's no good faith basis for that
portion of the activity that they seek perm ssion to
do today. A few nore brief points on rebuttal.

| appreciated M. Tremaine's OCD position
that pore space may not be a settled issue in the
state of New Mexico. | disagree slightly. | believe
that it's all but settled. And in fact, | rely on a
very inportant paper been witten by a very smart
| awyer nanmed M. Rankin back in 2007 that says that
pore space should be an attribute of the surface that
he prepared with two other |awers for the state of
New Mexico. | don't think there is any |egal position
In this room where any of us woul d di sagree that pore
space woul d belong to the surface owner, which is what
Desert Ramis to today.

The point that | do want to raise in response
to M. Tremaine's rebuttal, is he tal ks about
authority that an applicant may have to force pool in

the context of a disposal well. He says that that has
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not been done in this context yet, but that they may
have that authority. | want to be very clear that
authority has not been exercised in this case. It has
not been exercised in this case, despite nultiple case
nodel s that talk about inpacting property that is not
owned by Northwind. And a solution nmay be a tenporary
stay and a request to file a force pooling application
In the context of an AG well. But that has not
happened today. |It's for these reasons, Conm ssioners
and M. Chairman, that we ask this Conmm ssion to stay
this application. Thank you.

COW SSI ONER ROZATOS: Thank you, M. WMarble.
Comm ssi oners?

COW SSI ONER AMPOMAH: M. Jud (ph), this
seens to be a matter of law in this argunent, so |
want to hear fromthe Comm ssion Council if he has any
advi ce.

COW SSI ONER ROZATOS:  Agr eed.

COVWM SSI ONER CHANDLER: M. Chair, good
morning. This revolves around conm ssion rule
1915423B, stays of commi ssion orders. It has two
elements. First, a party, and then it's the stay is
necessary to prevent waste, protect qualitative
rights, protect public health or the environnment, or

prevent gross negative consequences to an affected
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party. So two elenents, a party, and then the

ram fications. | think what you've heard today, and
fromthe papers, there is a dispute on the first

el ement of whether Desert Ramis a party. | think
Desert Ramls argunent is they are a party because they
are a successor and in interest or a business of Hydro
soil (sic. | think the record reflects that Hydro
soil did receive notice from Northw nd.

So the first question is, if Hydro Soil is a
party, then does that extend to Desert Ranf? There's
di spute about that. And then the second el enent is,
Is It necessary to prevent waste...? And that goes to
your question, professor. Again, there seens to be
di spute fromthe papers and fromthe argunent that
Desert Ram says it's undi sputed where Northw nd says
i ssue of the plunme is not -- well, he had sone precise
| anguage, but he disputed that it was going to go
across property.

So it's possible that you may want to hear
nore technical testinony. It may be, at this point
you feel |like there is enough information to prove
that second el enent, that there are gross negative
consequences to affected party. O you may say, "I'm
not ready to reach that conclusion. 1'd like to hear

fromthe experts, since there seens to be sone
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techni cal dispute about the plunes potential." So
reiterate two elenents; a party, and then the negative
consequences.

You may reach those concl usions now or you
may say, "There's just not enough evidence right now
for me to make those determ nations. |[|'Ill deny the
notion, let's hear the technical evidence, see where
the facts take us."” And then you may deny the permt,
grant the permt, grant the permit with conditions.

At that point you may say, "We're going to not nake a
deci sion today and |let the parties enter to
negotiations." There's a universe of different
options, but |I'm speaking too nuch. Again, the rule
has two el enents of party and whet her there's been
proof of negative consequence.

COW SSI ONER AMPOMAH:  Counsel , | thought M.
Rankin then made a statenent that there is a
possibility of plume noving to, let's say, the
opposing party's property. But you said it is a
matter of dispute.

COW SSI ONER CHANDLER: Well, don't let ne
answer the factual question. Wy didn't you ask M.
Rankin if he disputes that?

COW SSI ONER AMPOMAH:  Yeah. | want sone

clarification on that.
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COW SSI ONER CHANDLER: Sur e.

MR. RANKIN: Let ne address that. And if |
may, M. Chandler and M. Chair, | think there's a
little question around the party issue, and | can --
if I may, 1'd like to address that as well. M .
Clarity -- and M. Marble can respond as well. But on
the question that M. -- Dr. Ampomah is asking about

whet her or not there's a dispute over whether the
projected plume will extend onto Desert Ram or
Hydrosource's property. And | think one of the

guestions | have as well is what is the relationship

bet ween Hydrosource and Desert Ranf

"1l talk about that briefly when

the party status question. But in the plune nodeling,

Dr. Anpomah, that has been presented to the
over tinme fromthe beginning, prior even to

Nort hwi nd's acquisition of these interests,

predecessor and interest, has always denonstrated --
has projected that based on the vol unes expected to be

I njected, that the plunes woul d extend anywhere from

2.6 mles to around two mles, in this case,

mles fromthe Desert -- fromthe Titan treating

facility.

So the plunme nodeling has indicated, based on

-- as it's been refined over tine, based on

| address

Conmm ssi on

its

about 1.8

addi ti onal
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data, 3D seismic information, additional information
on the porosity and perneability, the plunme nodeling
has been -- has changed over tine. But currently,
based on the best information we have today, as
presented in the testinony and evidence, the plune
nodel i ng i s suggests that during maxi muminjection
rates over 30 years that the plunme is likely to extend
or may extend out to about two mles, which would go
into offsetting property owned by Hydrosource and/ or
Desert Ram

Now, the point on that | made in the opening
-- in the legal argunent is that Northw nd believes
that it has the consent in agreenment of Hydrosource to
I nject through nmultiple AGds into the pore space. And
that is a -- an issue of dispute. And that in our
viewis a mtter for the district court to determ ne
But as for purposes of the Conm ssion today, what we
w Il show and what the evidence shows is that we have
over -- nore than 200 acres of property rights that
i ncl ude the bottom hole | ocations, the surface
| ocations of the facilities, and the AG wells.

And that Northw nd has previously presented
testi nony and evi dence show ng that the plunme is going
to extend beyond that distance prior to acquiring

addi tional property from Hydrosource. And Hydrosource
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has never objected strongly indicating that they
under st ood and had consented to and agreed to the
i njection as has been proposed for many years.

So that's the plune issue. The party issue,
just to clarify, is the follow ng; under the
Comm ssion's rules, parties and division or conm ssion
hearings are limted to those persons who are required
to receive notice under the Division's regul ati ons.

In this instance, for purposes of injection, parties -
- persons are required to receive notice if they are
an owner of the |land surface on which the injection
well is to be | ocated. In this instance, the | ocation
of the surface where the injection well is to be

| ocated is Northw nd itself, not Hydrosource, not
Desert Ram okay?

So the first group of part -- of parties who
are required to receive notice is the surface owner on
the wells location. That is Northwind, it is not --
and the bottom hole location as well. It is not
Hydrosource or Desert Ram The next group of people
who are required to receive notice for an application
to inject are other affected persons within any tract,

whol Iy or partially contained within one half mle of

the well. Under the definition of affected persons is
the followng, a -- an operator as shown in division
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records.

So a division designated operator, sonmebody
who has a mneral right, or is an operator of a -- of
an -- of a well. In the absence of an operator, each
wor ki ng i nterest owner who has a mneral interest,
whose interest is evidenced by a conveyance or a
docunment record. And if there's no working interest
owner, then any |lessee -- or a |ease or any m neral
I nterest owner of a | ease within one of those tracks.
Again, it's limted to the mneral interests or
m neral rights.

Under the Divisions and Conmm ssi ons express
regul ations, the only parties who are required to
receive notice, therefore, are parties who have a
ownership interest at the |ocation of the surface of
the well. And this case, that's Northw nd, who al so
owns at the bottom hole | ocation or any other operator
under the Division's records or owner over a m neral
I nterest right.

That excl udes Hydrosource and Desert Ram
they inadvertently received notice in this case. They
did -- weren't required to receive notice. And then
may be an all fact that of their prior ownership of
the surface where the well was located. But in this

I nstance, they were not required to receive notice,
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but they did. So under the Division's regulations,
they're not a proper party to this proceeding.

The other alternative for themis to have
intervened in this matter and intervention requires
them to show standi ng, okay? Standing in this context
requires themto show sonme injury that is legally
cogni zabl e or relevant to the proceedi ng before the
Conmm ssion. Here, the proceeding before the
Comm ssion is the technical question of whether or not
Nort hwi nd's application for an AG well should be
approved. That -- the argunents -- the technica
merits around that case do not extend to or include or
| npl i cate pores space rights concerns about subsurface
trespass.

Therefore, the alleged injuries, the gross
negati ve consequences that they're alleging, okay, are
not within or not relevant to the proceeding currently
before the Conmm ssion. And they do not confer on
Hydr osource or Desert Ram standi ng necessary to be a
proper intervener. Not only that, but Desert Ram and
Hydr osource did not properly intervene in the case.
They did not file a notion. They have not established
any basis for standing relevant to the clainms before
the Comm ssion in this case.

So for that reason the first elenent that M.
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Chandl er has articulated to you, they have not net --
they're not a party, and so therefore, they have no
basis to seek a stay. Second -- the second el enents
I's whether or not it's necessary to prevent waste or
protect for all of rights. Again, they have no

m neral interests, there's no waste all egations
because there are no mneral interests or mnerals at
risk here in the Devonian. The Conm ssion and the

Di vi si on have already determ ned that there are no

m neral rights or mnerals at risk in the Devonian
because they' ve al ready approved previously in the
sane exact |ocation AG disposal.

And then finally, on the |ast elenent about
gr oss negative consequences. Again, gross negative
consequences nmust be read to be understood in the
ternms of whether there's sone aspect inplicated by the
Comm ssion's authority, which relates solely to
protecting waste, corral rights, human health or the
environment. None of those issues have been raised or
articulated as a basis for stay by Desert Ram So for
that reason the notion for stay in our view should be
deni ed.

COW SSI ONER ROZATOS: M. Marbl e, please.

MR. MARBLE: Brief, sir, rebuttal. M. Chair

and Comm ssi oners. To address what council discussed
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earlier as the two el enents being a party and then a

party who has suffered gross negative consequences.

"1l admt, |I'm happy to play dunbest guy in the room
very often, but I'mvery confused by M. Rankin's
argunment that we do not have standing. It is very

clear fromthe Comm ssion's rules that a party to an
adj udi catory proceeding shall include -- that is a
party with standing to the proceedi ng, shall include a
person to whom statute rule or order requires notice.
1915412A7 requires notice to any surface owner within
a half mle of the site.

There is zero factual question here that
Desert Ram North Ranch Inc is a surface owner within a
half mle of the site. And under the rule that |
mentioned just a nonment ago, that is a statute
requiring notice, thus they're a party. So we satisfy
the first element of what counsel nentioned a nonent
ago. The second elenent is that if a stay is
necessary to protect gross negative consequences. And
|l et me divert just for a nonment about a question that
Dr. Anpomah had a second ago about the deviations
bet ween pl une nodel s.

We are not offering, as Desert Ram any
alternative plume nodel because every plune node

of fered by Northwi nd shows that it encroaches on the

Page 63

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

property of Desert Ram You'll see here in a nonent
when we begin to present evidence, but the |and that
was sold by Desert Ramto Northw nd has a U shape
around it. That is land that was retained by Desert
Ram And then there is nore land to the northeast,
nore land to the southeast, and then Desert Ramis
al so the lessor of -- excuse ne, the | essee of state
| ands on the other borders.

So al nost the entire tract is surrounded by
Desert Ram either a surface owner or as the State's
| essee. Another question to address that | believe
M. Chai rman, m ght have nentioned a nonent ago, and
M . Rankin addressed was the relationship -- or excuse
me, council addressed a nonent ago, was the
rel ati onship between Hydrosource and Desert Ram
Hydrosource is nmerely an operating entity with common
ownership from Desert Ram Desert Ramis actually the
entity that owns the surface.

Now, I'Il tell you that when you | ook at
Nort hwi nd's application figure Bl, page 81 of 88,
you'll see that Northw nd provided notice to
Hydr osource, nost |ikely because they read the
requi rement that they have to provide notice to a
surface owner within a half mle. That was incorrect.

We coul d have filed an objection in this on what m ght
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ranch -- New Mexi co ranchi ng grandfather woul d' ve
call ed chicken scratch, that they didn't qualify
properly under notice to any of the parties.

But we received notice Hydrosource and Desert
Ram Sout h Ranch, Inc. office out of the sanme offices.
So we received notice of the application after we had
sold the property to Northwind and that's when we
decided to properly intervene in this proceeding.
That's all | have on, sir, on rebuttal, M. Chair.

COW SSI ONER ROZATOS: Thank you.
Comm ssi oner Bl oonf?

COW SSI ONER BLOOM M. Tremai ne, any i nput

on standing or a --

COW SSI ONER ROZATOS: | was going to ask
that too. |If you lead (crosstalKk).
COW SSI ONER BLOOM | guess part, yeah,

standi ng and topic of gross negative consequences or
t hi ngs al ong those |ines.

MR. TREMAINE: This -- Comm ssioner, | have
sone questions about -- | think froma technical
basis, how that's being cal cul ated, but it has been ny
under st andi ng that every plume nodel has indicated
encroachnent on what's currently referenced as
affected pore space fromthe prior applications. But

agai n, whether Desert Ram or Hydrosource transacted
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I nto the nuisance, so to speak, is a question for the
district court. And I'mnot going -- | don't think
that the D vision has any further position on
standing, | think the notice to affected interest
within a half surface mle nay require sone
clarification.

That's not an issue that |'ve |ooked into,
but | don't know if they're calculating that fromthe
edge of the nodeled plume or if they are cal cul ating
that fromthe well site. That's not at all clear to
me and | think that may be in dispute. So |I'm
answering your question with the question. |f they
are within a half mle of the affected, you know, the
area as the Comm ssion chooses to define it then |
woul d have to concede that they would have standing in
the case. But I'mnot clear on how that's being
cal cul at ed.

COWM SSI ONER BLOOM  So M. Tremai ne,
followng-up a little bit. Northw nd makes an
application to the OCD, correct?

MR. TREMAIM Correct. Because it is in AG,
t hose applications automatically conme to the QO
Conservation Comm ssion, but yes.

COW SSI ONER BLOOM  And potential | oss of

use of pore space or econom c damages are not
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sonet hing the OCD | ooks at currently?

MR. TREMAINE: In the injection context,
there is no current rule establishing how pooling of
t hose resources occur. And | have not done an
exhaustive anal ysis of whether any previous SWD or AG
has affected a pore space of differing ownership.
That woul d be sonething we would have to | ook into.
My concern here is that it has been the accepted
practice for both salt water injection and AG s for
decades that the Division and the Conm ssion have that
authority.

But | can't possibly today speak exhaustively
as to whether or not there's differing ownership in
t hose previous cases. W agree that pore space
attaches to the surface and that is interest of sone
value to be determ ned by the parties or the courts.
Did that answer your question, Conm ssioner?

COW SSI ONER BLOOM | think so. More
directly, do you believe that this potential threat to
pore space damages -- | oss of pore space rises to the
occasi on of gross negative consequences?

MR. TREMAINE: | would have to revisit case
| aw on that point, Comm ssioner, because | don't know
what econom c val ue attaches to gross economc

consequences or -- yeah, gross negative consequences,

Page 67

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

pardon me. | think it's undisputed that if you inject
treated acid gas into a pore space that that w |
conflict with other alternative uses. | don't believe
that there's any technical basis to argue with that

unl ess there's an argunent that you can conbi ne
different fornms of injection. |'mnot aware of that
argument. So | would say, "Yes," if you're filling
pore space that is going to affect a party's econom c
i nterest in that pore space.

COW SSI ONER BLOOM M ght have further
guestions on sonme of this for everybody, but |l
| eave it there for now. Thank you.

COW SSI ONER CHANDLER: So | have questions
as well. | think the questions just can keep com ng
with this. Because this is very gray area and as was
mentioned, there's certain parts that have to go in
front of the district court and let the courts figure
that out. And then there's the questions that this
Comm ssion is required to kind of fill out as well. |
t hi nk as was brought out by Commi ssion Council there
are sone aspects to 10 -- what was it 1915423B,
especially with, you know, who is the actual party and
t hen the consequences that go therein.

And | think that potentially this Conmm ssion

woul d want to potentially hear what's going on, at
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| east to see where this gross negative consequence
woul d be. M concern though is, that Desert Ram --
and it's not necessarily concern it's a thought I'd

| i ke everybody to think about. Desert Ram suggested
as of last night sone conditions that they would |ike
to see in an eventual order at the end that they would
want this Comm ssion to potentially add on to any

deci sion that they woul d nake.

Now sonme of these, and I'm not going to go
into details you all -- everybody got it, you read it,
you know, what's going on with it. But it seenms to
me, and Conm ssioners |'d like your position on this
as well, that sonme of these sound reasonabl e and maybe
it -- you go back to the drawing table outside of this
Conmm ssion and cone to sone conclusion with
potentially these in mnd, they're an option. | don't
know if it's an option that has been consi dered as of
such, they were submtted | ate yesterday afternoon, so
| don't know how much tinme Northw nd had to review
themand I'mnot going to try to force anything down
anybody's throat.

But nmy suggestion is potentially going back
to the drawing table and seeing if there's sonething
that could be witten up between a consensus between

the two parties -- three parties, including the OC D
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and getting the OCDs opinion in on this as well, to
see if there could be sonme kind of am cabl e concl usi on
t hat can come up between the parties.

Because either way -- anyway this Conm ssion
goes, the parties will not be happy, though there is
an option here to be able to provide a path.
Comm ssi oners, | don't know how you feel about that,
but ny suggestion is that the parties kind of go back
to the drawing table and see if they can find an
am cable solution with the potential of these
conditions to be added. |'mnot saying that they're
right, I'mnot saying that they're wong. |'mjust
saying they provide a path that as of |ast night was
not possible. That's ny decision -- not decision,
that's my opinion.

Conmm ssioners, |'m happy to entertain
gquestions and I will open it up as well, if you get --
Comm ssioners, if you want a nonent to think, ['1]
open it up to the other parties and we go fromthere.

COVM SSI ONER AMPOVAH: M. Chair. So, you
know, M. Rankin nade sonme points, you know, with --
just want to know that, let's say, if we're injected

i nto your pore space and you nove into soneone's pore

space, is M. Rankin saying that — or is it the
position of the petitioner that the -- let's say, if
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you inject into sonmeone's -- you know, nore or |ess
nove into soneone's space, they do not have the right
to, nore or |ess question why you put in the -- that
gas into ny space because | could use it for sonething
el se. So Hydrosource did not oppose to your earlier
applications. They knew that there was nore or less a
novenment of the CO2 or let's say, attack nmoving into
their space, they decided not to oppose.

But now here conmes anot her owner who says,
"No, I'"Il oppose to that." So I find it so confusing
that you say that they do not have a stay, |ike, they
do not have any position on this with regards to
there's no oil and gas there, you know, to be
i npacted, but it is in the pore space. So | do
support the Chair that | feel |like they have to go
back and tal k through this. | nean, can we -- | don't
t hi nk we should neglect the fact that, let's say tag
novi ng i nto soneone's space, we should neglect that.

COW SSI ONER CHANDLER: | agree. Let's throw
It back as an option so that they can --

COW SSI ONER AMPOMAH:  But - -

COW SSI ONER CHANDLER: -- give us their
| deas and then we go fromthere. But please,
Comm ssi oner.

COW SSI ONER AMPOMAH:  Yeah. So you tal ked
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about if these conditions could be accepted, you know,

or let's say could be discussed and then conme to a

consensus. But when | | ook at these conditions, |
mean, why would you -- how would you say that, "Perm:t
limted to 50 years.” | nean, Northwind is required

to report to OCD, the status of nonitoring wells
result. This should be OCDs conditions, not an
opposing party's condition. So | do not -- | don't
know. | would not agree that, let's say, Northw nd
shoul d not nore or | ess agree to these conditions
wi t hout evidential evidence to substantiate why these
conditions, you know, should even cone into play.

COW SSI ONER RAZATOS: And I'm-- and | just
want to clarify, one nore time. |'mnot saying that
these conditions are right or wong. |'m not saying
that we have to adopt these conditions or anybody has
to adopt the conditions. |I'msaying it opened the
means for sone nore dial ogue outside of this
Comm ssion. That's what |'msaying. And | think it
woul d be nore anmicable to everybody if there was --
not am cable, it would be nore favorable to everybody
I f there was an am cabl e consensus. That's what | am
t hrowi ng out.

" m happy to hear this. |I'm-- | get paid,

you know, either way. M job is to sit here and to do
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this, and so is the other two Comm ssioners. | just
think that you're not, "Ch, well, no you're on your
own, right?" W love you anyway. But |I'mjust saying
that it opens the door that was not open up unti
yesterday afternoon, M. Marble.

MR. MARBLE: Understood, M. Chairman. And
to nmake sure that we're all on the sane page. There
has been no neani ngful conferral on these conditions.
Partly because of tinme, partly because of what was
going on earlier this norning and ot her invol venent of
counsel. | do think it's worth a shot for meani ngful
conferral. | know in sone other jurisdictions at this
point in the hearing, it would not be unorthodox to
say, "let's take a 30-m nute break so that you can
confer."

' m happy to state on the record that if we
could get these conditions or sonme version of these
conditions, we would be happy to w thdraw our
I ntervention and protest subject to no prejudice of
our district court filing and you guys can go on with
your day as normal. So if it pleases the Conm ssion,
| would |Iove the opportunity for neaningful conferral
wi th opposi ng counsel.

COW SSI ONER ROZATOS: M. Rankin?

MR. RANKIN: Well, whether or not to even
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confer, | need to confer with ny client. You know, ny
position at the outset is that many of these are
problematic. Not | east because it's in inappropriate
to even concede that they're appropriate for inclusion
within a comm ssion order. W're the notivation and

t he purpose behind themis to protect -- the
protection of private property interests that
unrelated to mneral rights or corral rights or any of
the underlying authority of jurisdiction that
underlies the Conm ssion's powers.

So | have grave concerns about even agreeing
to allow these to be included in a Conm ssion order
| ssued under the auspices or -- and premature of the
Comm ssi on, okay, nunmber one. To address Dr. Anpomah
concerns, |I'mnot saying -- we're not saying that they
don't have a right to make a claim that the plune
intruding into their alleged property rights or pore
space is sonething that they have a right to bring
forward, okay?

They absolutely do, but not here, not -- and
not at the Division or Comm ssion. They have a right
to do it, and they've done so as they recognize before
the district court, they filed a conplaint, and
they're pursuing that action in district court. And

that's the venue through which they have the right and
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t he proper proceeding to pursue those cl ai ns.

As to the Comm ssion, you know, whether or
not this results in a gross negative consequence to
themto -- does Desert Ram or Hydrosource requires the
Comm ssion to make a determ nati on about ownership
ultimately. They have to make sone -- you'll have to
make sone determ nation about whether there's a valid
claimas between Northwi nd or Desert Ram or
Hydr osource about whether or whose interests are being
I npaired or not. That -- at sone level, that's a
requi rement that you're going to have to make based on
what Desert Ram or Hydrosource is asking you to do.

And our point sinmply is, all we need to do is
show that there's a good faith basis, and we have t hat
based on the deeds that are of record and we have that
based on the consent and acknow edgenent of
Hydrosource fromthe prior applications and approvals
t hat have gone forward in the | anguage that they put
forward before the Conmm ssion and their notion to
stay. So |I've got -- | do have grave concerns about
even acknow edgi ng or putting these conditions in an
or der.

You know, if -- at the Conm ssion's pleasure,
| would happily take a, you know, 15-m nute break to

confer with my clients to see if they would like to
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say, (inaudible). Yeah. Wether they would like to,
you know, engage on di scussi ons about this. But |
think the answer is probably going to be no, just
given the -- this -- the nature of the requests and

t he venue here. Parties have been having sone

di scussions, and that's haven't been fruitful, which
is why we're here, and which is why they've filed a

| awsui t .

And so | -- you know, |'d love to be able to
tell you that there's a way -- a path forward for
resolution but at this point in tinme there isn't. And
my sense is that |I think sonme of these -- to Dr.
Ampomah' s point, whether these conditions are
appropriate, should be heard. There's sone
evidentiary issues that need to be addressed. Is it
appropriate to put additional penetrations into an
acid gas plunme providing additional potential pathways
for acid gas for CO2 to escape into shallow
reformations? That's a concern. The expense of it is
a concern.

Drilling monitoring wells into the Devoni an
IS an expensive undertaking and does to the costs
out wei gh the benefits. There's a nunber of issues |
t hi nk that would need to be addressed, not |east of,

which is whether or not this even falls within the
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authority of the Conm ssion to require.

COW SSI ONER ROZATOS: Thank you, M. Ranki n.
| do want to hear fromthe OCD first, MR Tremi ne.

MR. TREMAINE: M. Chair, Conmm ssioners on
the topic tolimt my comments to the topic of the
additional conditions. | think that the --
notw t hstandi ng the relative position statenments of
the other parties, | think getting an adequat e,
factual basis and OCDs review of the additional
conditions requiring nmonitoring -- Devonian nonitoring
wells, is going to take nore than 15 to 30 m nutes.
We're going to need sone tine to do that.

We saw these last night. There are sone very
| egiti mate concerns with those conditions. |'m not
comng out with a strong position that they should or
shoul d not be included in the Conm ssion order.

Except for, | would note that, you know, in prior
nmoni tori ng, whether surface nonitoring or wells
requested by the Division and i nposed by this

Comm ssi on have al ways been, in our opinion, for the
pur poses of alerting the Division and the Conm ssion
I f something went wong right?

We have surface nonitoring near potenti al
points of egress or mgration of treated acid gas from

nei ghboring well bores, there's a concern related to
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previously plugged well bores, et cetera. So we ask
for surface nonitoring in those |ocations. | believe
we have requested downhol e nonitoring or other surface
nmonitoring at existing well bores at the perineter of
the projected plune.

So in every case that | can think of and that
we' ve discussed with the tech -- OCDs nonitoring
whether it's a well or surface |ocation, have been for
t he purposes of either verifying the accuracy of the
pl unme nodeling or early detection in the case there is
m gration of treated acid gas, or CO2 as a precursor
to the mgration of treated acid gas. So those are
safety -- human health and safety environnental
concerns that are addressed.

The wells that are proposed here, one, are a
set of wells that | believe will necessarily be placed
in the mddle of the projected plune. They are not
for the purpose of determ ning whether the plunme
nodel i ng's accurate. They're not for the purpose of
determ ni ng whether treated acid gas is mgrating out
of -- outside of the containing zone. So they're not
a typical nonitoring purpose that OCD has requested.
Wth -- | do understand and respect that as part of
the Comm ssion's duties to protect relative rights.

So there may be sone need to consider such
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nmonitoring wells here, but the purpose seens to be for
i dentifying, for the neighboring property when, not
If, their pore space is encroached, right? And that
ultimately conmes down to a question of when can they
start billing the opposing party for that
encroachnment. That financial consideration or that

di spute, | do agree is not necessarily for the
Comm ssi on.

And so | think -- or not appropriately before
the Comm ssion. So there's that, there's al so
addi tional technical basis. OCD does have a
generalized concern that additional perforations from
surface to the Devoni an cause potential mgration
pat hways for treated acid gas. Those wells as you can
see with all the other wells that are referenced in
OCDs, conditions of approval, et cetera, we're asking
for corrosion resistant alloys, corrosion resistant
cenent, addition -- surface nonitoring, et cetera.

So | don't know how many wells they want, |
don't know where they're |ocated, they're not pled in
the conditions with, | think, reasonable specificity.
So OCD woul d need to know how many they are, where
they are, what those well bore schematics are going to
| ook |Iike. Are they using appropriate corrosion

resistant materials, et cetera. And, you know, again
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pushi ng back on whether those financial considerations
are appropriately before the Division, | would

acknow edge M. Rankin's comrent that those wells are
expensive, and that is going to weigh into the

consi deration of the parties.

But if they are determ ned to be appropriate
saf equards, that question is really not before -- |
think that economic analysis is simlar to ny coments
related to Desert Ram Those consi derations by
Nort hwi nd are not before the Comm ssion either. |
think the question is -- before the Conm ssion is, are
t hese wells necessary for the protection of
correlative rights? And then are there appropriate
saf eguards in place to protect those correlative
rights, public health, in the environnment, underground
sources of drinking water, et cetera.

And because of the way that the plune is
currently nodeled, | think the area that we're tal king
about for nmonitoring is known or expected to be
i npacted by treated acid gas in terns of the pore
space. So poking nore holes there, it's hard to
justify fromthe Division's perspective as safe and
appropriate. It really gets to the question of the
gr oss negative consequences that may or nmay not be

experienced by Desert Ram
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So we need to know what they actually want
those to | ook |ike, where they are, how many they are,
et cetera, before M. Gebrem chael can actually
perform an anal ysis of whether those are one necessary
and appropriate, and two, have appropriate safeguards.

COW SSI ONER AMPOVAH: M. Trenmi ne, you
know, to say that, let's say, even these nonitor --
requested nonitoring wells are appropriate or not, |

mean, are these typical conditions that are ever,

ever, you know, attached to any AG, let's say, wells?
MR. TREMAINE: No. | believe | can try to
pull the order, Conmm ssioner Anpomah, but | believe

t hat we have requested well bore nonitoring at

nei ghboring existing wells. But again, those are
whet her that's surface or down hole nonitoring, those
wer e al ways requested for the purpose of verifying,
did the plunme go farther than it was projected to go
there? There we're going to say, "This is the
perimeter, if you get to this point, sonething' s gone
wrong." If you trigger a surface nonitor at a

nei ghboring well bore of a previously plugged well,

for instance, |like we're requesting, and | believe OCD
condition of approval, either 11 or 13, | can pull it
up.

But we are requesting surface nonitoring and
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nei ghboring plugged and abandoned wel|l pores because
there's a potential that there could be corrosive
reaction and CO2 or treated as gas mgrate to the
surface at those locations. Again, public health
safety, verifying the science and the plunme nodeling
I n place, we've never used or advocated for additional
perforations to see when treated acid gas gets to a
certain point. And | do agree with M. Rankin that
t he purpose of those nonitoring wells is to alert
Desert Ramto -- when their pore space is inpacted.
And that's a noney dispute between the parties -- a
timng and a noney di spute.

COW SSI ONER AMPOMAH: M. Chair, you know, |
don't know, let's say, how you want us to proceed with
this, but I wll require that probably we go in a
cl ose session to just look at this quickly and
probably return because | do have sone questions for
the council.

COW SSI ONER ROZATOS: Before we entertain
t hat Comm ssioner, M. Marble, you wanted to state
sonet hi ng?

MR. MARBLE: | do. A couple of small points
to the doctor's point about the appropriateness of
these conditions on the permt, | understand that they

are unique and different. Two things that I'd like to
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say to that regard. One, ny client does operate water
wells within the area that could theoretically be

| npacted by this plune. In fact, in the application
from Northw nd, you'll see that they got notice in the
context of being a water well owner that they could be
| npacted by the application.

The second piece of that is I'd |like to point
you back to Snyder Ranch. Snyder Ranch is kind of
been the senm nal case on describing the function of
this Conmm ssion. \Wien it issues a permt, they go on
to describe it as a license. And then the Snyder
Ranch case goes on to say that license is limted to
best ow upon soneone their right to engage in
activities within their property rights.

And here, | believe it would be appropriate
for the condition that the Comm ssion places on the
permt in the context of that Snyder Ranch's dictate
on what the Conm ssion's power is, to make sure that
the applicant is engaging in activities within the
scope of their property rights. And one thing |I want
to say in response to sonmething M. Rankin said in his
| ast statenent. He nentioned that it is inappropriate

for this Commission to make interpretations or to

determ ne who has a valid claimto property. | agree
with him | agree that that's inappropriate for this
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Comm ssion, but the difference here is that there is
no claimto property that Northw nd i s nmaking.
There's not one docunent that they can put in front of
t hi s Conmm ssion saying they have the right to do what
they want to do on Desert Ramls |and. Those are the
only small points 1'd like to nake.

COW SSI ONER ROZATOS:  Thank you, M. Marble.
M. -- Comm ssioner Bloom did you have any questi ons,
t hought s?

COWM SSI ONER BLOOM Sol -- M. Chair, |
think we did hear from M. Rankin that he could use 15

m nutes to confer with his client. I f nothing else,
that'll give us a bathroom break. | was --
COW SSI ONER RAZATOS: | was coming up to

that one. You're just a step ahead of ne today.
COW SSI ONER BLOOM  Okay. Okay. And then,

you know, after that there m ght be sone potential for

the parties to talk and then | guess, I'mtrying to
think where we're at. | think ny allergies are just
killing me today. My eyes are bothering ne, | feel

sluggish. but the -- that's --
COW SSI ONER RAZATOS:  Yeah.

COW SSI ONER BLOOM -- |ike a -- W need to
figure out -- yeah. W need to figure out the ruling
on the -- potentially on the notion. And then | think

Page 84

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

then potentially hear a permt discussion. [Is that
right, evidentiary hearing?

COW SSI ONER RAZATOS: So correct. | think
we do need to go to a break and allow for stuff, al
of us to stand up and nmaybe get sone fresh air. | -
pl ease.

MR. CHANDLER: Hi, M. Chair. 1In the
consi deration of the entire universe is Northw nd have
t hey had a chance to review the OCD conditions? And
do we just -- can you proffer whether they're going to
be contested or not?

MR. TREMAI NE: Thank you, M. Chandl er. No,
no. The conditions that the Division has proposed,
which were filed at the time of its pre-hearing
statenent, and its exhibits have been revi ewed by
Northwi nd. And as we will testify, those conditions
are acceptable to Northw nd.

COW SSI ONER RAZATOS:  So | still throw it
out there to pose potentially for discussion. |I'm not
saying and | don't think this Comm ssion is saying
t hat what Desert Ram has proposed is what needs to be
done by any nmeans. | think it just, as | nentioned,
opens the door for conversation for them and for
Northwi nd to be able to potentially find sonme type of

m ddl e ground. | realize, M. Rankin, the
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conversation has been going on and that's why we're
here, where we're at. But it did ook Iike an 11th
hour effort to potentially open up the discussions.

And so | would urge you and your client just
to look at it. |'mnot saying be open to the thought,
' mnot saying that you have to, and |I' m not saying
you don't have to. Be open to the thought and do
that. So why don't we take -- let's take a good --
what tinme is it? Wuld a half hour be good for you?
Okay. Let's take a hal f-hour break and we'l|
reconvene at 11:30. Thank you.

(OFf the record.)

COWM SSI ONER RAZATOS: Good norning to
everybody that's on the platform The parties needed
15 nore mnutes, so we wll reconvene at 11:45.

(OFf the record.)

MR. TREMAI NE: Now they have nore votes.

COW SSI ONER RAZATOS: Ckay. Thank you for -
- everybody for holding on the platform W need
about five nore mnutes, they think they have a
decision, so we'll get back in five nm nutes.

(OFf the record.)

COW SSI ONER RAZATOS: Ckay, Sheila. On the
platform thank you. W're back on the record. It

was an extended period of time, the half hour took an
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hour, but that's okay. |s there a resolution to what
we have? I'll start with you M. Marble, if you'll
turn on your m crophone, please.

MR. MARBLE: There is -- M. Chairnan, if
it's okay with M. Rankin, I wll -- would you |like ne
to wal k through it on the record? |In exchange for
wi t hdrawi ng our notice of intervention to the
application pending today, the applicant will accept
all the conditions inposed by the OCD

COW SSI ONER RAZATOS: Okay.

MR. MARBLE: And specifically as to condition
18, which is relating to plunme nodeling. The
appl i cant has agreed that instead of every five years,
it will be every two years. And as it relates to
condition 13, there will be -- did you want to read
this one onto the record or did you want to address
it?

MR. RANKIN:. Yeah. | guess one thing, just
to be cl ear. So in the Division's conditions, it's
condition nunber 13, the Division has proposed that
Nort hwi nd i npl ement surface nonitoring at certain
pl ugged i n abandoned wells that penetrate the
Devoni an. And what we've agreed to do is have a side
agreenent between the parties, where Northw nd w |

put a surface nonitoring device on one of hydrosources
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water wells, in section 29. So we would do that
outside of the permt conditions, but have an
agreenent separate between the parties to inplenent
additional nonitoring on one of their water wells in
section 29.

MR. MARBLE: And then I think the only other
thing to be addressed in the site agreenent was as
updat ed plume nodeling information relating to the
permt condition on 13, all becones avail abl e, that
woul d be sinultaneously provided to Desert Ram at the
sane tinme as provided to the Conm ssion.

COW SSI ONER RAZATOS: Okay. M. Stewart?

MR. STEWART: So thank you, M. Marble. M.
Rankin, you're good with what was stated?

MR. RANKIN:. Yeah. So just to reiterate,
just for purposes of the record and to confirmny
under st andi ng. That what we've agreed to do in
exchange for Hydrosource, Desert Rans w t hdrawal of
their objection to the proceeding in this case is that
we woul d agree, as a condition of approval, to
I ncrease the updating of the nodeling and data
provi si on under condition 18 to two years instead of
five. And we would -- separately on a separate site
agreenent, we would agree to give Desert Ram and

Hydrosource all the information that we provide to the

Page 88

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



© 00 N oo o0 b~ wWw N P

N N N N NN P P P P P P PP PR
o A W N B O © 00 N O O b~ wWw N +—» O

Di vi sion and Conm ssion at the sane tine as part of

the conditions of approval of the permt. That would
be a separate site agreenent.

And then the third itemis also under
separate site agreenent that we would agree to put a
noni tori ng device on one of their water wells in
section 29. And then we just would need to be

aut horized to get access to do it. Because | think we
have to check the equi pnent and update the data every
nonth or so, whatever the frequency is. But those
woul d be addressed through the site agreenent. The
only thing that would go into the conditions of
approval here would be to increase the cycling of the
nodeling in the condition 18 to every two years.

COW SSI ONER RAZATOS: Excel | ent.
Uh- huh.

COW SSI ONER RAZATCS:

Thank you.
MR RANKI N:
Appreciate it. M.
Tr emai ne?

MR. TREMAI NE: More plunme nodeling updates is

probably nore better, no objections.

COW SSI ONER RAZATGCS: More better. Your

English granmar is awesone there, M. Tremine. Okay.

Comm ssi oners, any questions on what was stated?

COWM SSI ONER BLOOM  Not from ny side. Thank

you.
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COW SSI ONER AMPOMAH:  No questions, M.
Chai r.

COW SSI ONER RAZATOS: Excellent. M.
Marble, we'll ask if you could wite up all of the
conditions and submt themfor the record so we could
have it all ready to go and then get every party to
sign off on it and then submt it to the Conm ssion.

MR. MARBLE: Absolutely, M. Chairnman.

COW SSI ONER RAZATOS: M. Tremaine, did you
have sonet hing? Oh, okay. Go ahead, M. Chandl er.

MR. CHANDLER: So what needs to be
menorialized? Are parties looking for a notion from
t he Comm ssion today?

MR. RANKIN: |'m not sure that anything needs
to be nenorialized other than, | guess, that the
Desert Ramw ||l submt a -- nmaybe a fornmal w thdrawal
of their objection at -- as and when we've -- when
they're satisfied that we have entered into the site
agreenent. And then the only other el enent woul d be,
which I think is sufficient for the statenment of the
record, maybe the Division can submt a revised
Exhibit 1, which would be sinply just to update the
frequency of the flow nodeling and data to two years
I nstead of five.

COW SSI ONER RAZATOS: M. Tremai ne?
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MR. TREMAINE: | think at the close of the
factual record to conme, it'll need to be nenorialized
that condition 18 is -- has been nodified. But |
think we can do that either in witing, submt an
updated condition 18 or -- on the record. It's a
sinple correction. | don't think any of the site
agreenent settlenment between the parties needs to be
menori alized by notion or order of the Comm ssion.

MR. CHANDLER: Ckay.

COW SSI ONER RAZATOS: M. Chandl er, did that
suffice for your question?

MR. CHANDLER: | beg your forgiveness and |I'm
so new. Did you say M. Counsel, that you needed sone
technical testinony put on the record?

MR. TREMAINE: Well, | think | was operating
counsel under the assunption that the Commi ssion was
going to still want to hear the underlying application
by Northw nd because there isn't yet a -- it wasn't
submtted by affidavit, and so there is not a record
upon whi ch the Conm ssion may approve the -- | thought
we still had to have a hearing, yeah.

COW SSI ONER RAZATOS: Conm ssioners?

MR. TREMAINE: So we'll still have a quick
heari ng.

COWM SSI ONER AMPOMAH:  When you say a qui ck
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hearing, | nean, there's a -- probably not quick, but
yes.

MR. TREMAI NE: It won't be quick, but | don't
think it will be as long as it was slated to be.

COW SSI ONER AMPOVAH:  When will we be doi ng
that, M. Chair?

COW SSI ONER RAZATOS: How | ong do the
parties need?

MR. TREMAINE: | think we have | unch waiting
for us at our office, so probably just an hour. If we
can be back here at 1:00, maybe 1:15, that we can
start. | think probably we can wal k t hrough,
depending on Dr. Anpomah's questions or the
Comm ssion's questions, | think it m ght be in maybe
just a little nore than an hour, hour and a half nmaybe
to conplete the record. And with M. -- with the
Division's w tness, maybe another 20 m nutes, hour and
a half maybe to conplete the presentation of the case.

COW SSI ONER RAZATOS:  Conmm ssi oners?

COW SSI ONER BLOOM  That works for ne.

COW SSI ONER AMPOMAH:  That works for ne too,
and | promse we'll get it done today.

COW SSI ONER RAZATOS: You're limting factor
with questions. OCkay. So it is 12:03, we'll give

ourselves a little bit of a |longer lunch. Let's cone
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back at about 1:15. We'll proceed with the case but
at least we won't have it as controversial. So thank
you all, we'll see you at 1:15. Thank you.

(OFf the record.)

COW SSI ONER RAZATOS: Okay. W'l get back
on record. This is the continuation of when we were
heari ng Case Number 24881, regarding MdstreamWnd --
" msorry, Northw nd M dstream Partners for approval
of an additional redundant acid gas injection well,
and to anmend Order Nunmber R20903 as anended and SWD
2622 to authorize an increased shared maxi mum daily
I njection rate in Lea County, New Mexi co. M. Ranki n,
we turn it over to you.

MR. RANKIN: Thank you, M. Chair and
Comm ssioners. May it please the Comm ssion. W have
one witness today to present the testinony on the
request for approval of this additional redundant AG
in the Devonian. So at this tinme unless the
Comm ssi on has any questions of nme, | would ask that
M. David White take the stand and so we can present
our case on request for approval.

COW SSI ONER RAZATOS:  Sure. M. VWiite, if

you'll conme have a seat here. And when you take a

seat, if you'll just make sure that the m crophone is

on, it'll be the little person with a half circle
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right up around them There you go. And M.
Chandler, will you swear in the witness for us,
pl ease?
MR. CHANDLER: Sure. Please raise your right
hand.
VWHEREUPOQN,
DAVI D ALLEN WHI TE
call ed as a wtness, 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 follows:
MR. CHANDLER: Pl ease state your nanme for the
record.
MR. WHITE: David Allen Wite.
DI RECT EXAM NATI ON BY COUNSEL FOR NORTHW ND M DSTREAM
PARTNERS
BY MR, RANKI N:
Q Good afternoon, M. White. WII you pl ease
| et us know by whom you're enployed and in what
capacity?
A |I'"menployed by Geo-Lakes Incorporated and
" mthe vice president.
Q And have you previously testified before the
Comm ssi on?
A | have, yes.

Q And have you been recogni zed as an expert in
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geol ogy, hydrogeol ogy, seismc interpretation and
Fault Slip nodeling and acid-gas injection while
permtting and operations?

A Yes.

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

A Yes, | am

Q D d you also prepare or oversee the
preparation of the C-108 that was submtted as part of
this application, in fact, Exhibit A?

A Yes, | did.

Q And do your duties include project -- well,
"1l skip over all that. Nowlet me -- since we're
not -- no longer contesting it, | think that there's

no objection. Let nme skip forward here. Rather than
revi ewi ng your background and testinony -- background
and your history of education and experience, |'mjust
going to ask you, have you conducted a study of the
geol ogy and hydrogeol ogy of the lands in the area of
t he application?

A Yes, | have.

Q And have you conducted anal ysis and nodel ed
the potential plume that would result frominjection
of the proposed treated acid gas?

A Yes, | have.
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Q And have you al so prepared a nodel anal yzing
the Fault Slip probability based on the proposed
i njection?

A Yes, | have.

Q And were Exhibits A and B that were submtted
as part of the hearing packet, prepared by you or
conpi |l ed under your direction and supervision?

A Yes.

Q Any corrections or changes at this tine to
Exhibits A or B?

A Not at this tinme, no.

Q Okay.

MR. RANKIN:. M. Chair, | would tend --
retend M. White as an expert witness in geol ogy,
hydr ogeol ogy seismc interpretation and Fault Slip
nodel i ng and acid gas injection and well permtting an
oper ati on.

COW SSI ONER RAZATOS: Ckay. M. Gernmmine?

MR. GERMAI NE: No objection.

COW SSI ONER RAZAT(OS: Okay. He shall be
ent er ed.

MR. RANKIN:. Al right. M. Chair, at this
time, I'Il share ny screen.

BY MR, RANKI N:

Q And M. Vhite, let me know when you can see
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the i mges before you. This is a copy of the
application that was --

A Uh- huh.

Q -- or exhibit packet that was filed as part
of this case. On the table of contents, you'll see
that there's a -- the application with the C- 108 --
exhibit Ato the application was a C-108. |s that
correct?

A That's correct.

Q Andis all the information required for
approval of the proposed Titan AG nunber 4, included
In the application and in the C 108?

A Yes, it is.

Q And the application for hearing was fil ed
back on Septenmber 17, 2024, correct?

A That's correct.

COVWM SSI ONER RAZATGS: M. Rankin, |'mjust
going to stop you one second. Can we just nove your
m crophone a little closer to you just to make sure
that the Court reporters can hear?

MR. RANKI N:  Thank you.

BY MR, RANKI N:

Q And have you prepared a slide presentation

reviewing the details of the C-108 and the application

filed with the Comm ssion and the basis for approval ?

Page 97

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



© 00 N oo o b~ wWw N

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

A Yes, | have.

Q And that's marked as Exhibit B. Is that
correct?

A Yes.

Q Here's the tick of contents. Let's go ahead
and 1'll skip down to your overview of the
application. And if you would just give us a -- an
overview of what's being requested in this application
by Northw nd.

A Yeah. So it's been previously kind of
menti oned Northwi nd is seeking approval of an
additional acid gas injection well at their Titan
treatnment facility. That wll serve both the purposes
of inproving the redundancy in their processes at that
facility, as well as allow for an increnmental increase
-- or an increase in the total allowable action --

I njection volunme shared between those wells.
Specifically, Northwind is requesting
approval of up to 28.8 mllion standard cubic feet per
day in preparation for their anticipated asset gas
di sposal needs of the area. As you had previously
mentioned, the form C- 108 does include all rel evant
sections and supporting nmaterials necessary to
substantiate that request and to allow for approval of

t hat application. And as many of you all are likely
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aware, these types of wells are really becom ng the
preferred nmethod for m dstream operators in terns of
sour gas handling and the Northwind facility itself,
the Titan treatnent facility has been designed such
that it does rely and incorporate those preferred
met hods.

Q So in order to speed this along M. Wite,

" mnot going to ask you questions directly. You've
prepared this presentation, and if it's okay with the
Conmm ssion and M. Chair, |'"'mjust going to ask you to
go ahead and revi ew each slide and go through the
supporting materials that support approval in this
case. And | may interject here, there for
clarification or to nmake sure sonmething is clear for

t he Comm ssi on.

But with that, 1'll just go ahead and ask you
to wal k through your slides and then | may interject
here and there until you' re conplete.

A Ckay. Sur e. So inthis first slide, as sone
of you may be aware, the history and the planning for
acid gas injection wells at this facility is -- has a
bit of a history when the original application and
proj ect devel opnment began in 2018. So | think it's a
good idea and what | wanted to showin this map is

gi ve everyone kind of a general |ayout of what the
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facility looks like in terns of its well placenent
proposed and acti ve.

The facility itself is |ocated approxi mately
7.5 mles Southwest of the City of Jail, New Mexico,
specifically in Section 21 of Township, 26 South,
range 36 East. The well as you can see and
unfortunately the Arc@ S base map | ayers show -- do
not show the absolute current configuration of the
surface facility. It's showng only the facility as
It was prior or around the time of Northw nd's
acquisition of it.

So currently, the surface | ayout and
di sturbance does extend to the south -- to the |ease
road that's kind of slightly inclined northeast and to
the north of that facility across that east-west
pi pel i ne di sturbance that you see there. But on the
di sturbance of the property that's shown here, the red
I njection well synbol was the originally permtted
Salt Creek AG nunber 1 |ocation permtted back in
2019. That well was ultimtely plugged and abandoned
due to sonme downhole difficulties. And as part of the
hi story of it, we cane back seeking the approval to
rel ocate and redesign that well to accommodate for
t hose downhole difficulties.

The new | ocation is shown by the blue
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I njection well synbol to the southeast |abeled as Salt
Creek AG nunber 3. Now that change in the nuneric
sequence is ultimately because at the tinme that that
rel ocati on request was bei ng made, application for
Salt Creek A@ nunber 2, the Conm ssions required
redundant deep AG well had already been submtted.
So that numeric sequence is a little bit abnornal
because of that.

So to the north of that pipeline track, the
bl ack injection well shown is Salt Creek AG nunber 2,
whi ch was approved adm nistratively as the Comm ssion
had remanded it back to the Division for decision and
subsequently anmended froma vertical injection well to
a deviated injection well. So that well was drilled
and recently conpleted fromthe surface | ocation shown
to a bottom hole location to the Sout heast.

The final marker on that map shows the
proposed Titan AG nunber 4, which is the wel
relating to the matter we're discussing today. So as
| briefly nentioned, AG wells in general, and what
we'll talk about for a couple slides here, is just the
key el ements of Northw nd's application and sone of
the benefits of A wells.

As | nmentioned, AG@ wells have becone a

preferred sour gas handling nmethod for these types of
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facilities, not only because it sinplifies treatnent
processes a bit and reduces potential downtine
associated with alternative sulfur control neasures,
but it has a strong environnental benefit that al ong
with handling the nore -- the dangerous hydrogen
sulfide, it also results in the pernmanent
sequestration of significant anpunts of CQOR2.

Wth respect to Northw nd’ s application, our
review of the project area has shown that oil and gas
wells, water wells, and surface waters in the area of
t he proposed AG nunber 4, are all protected via
desi gn considerations for the proposed well. \Which
I ncl udes adequate surface casing installation to
protect groundwater sources, as well as nultiple
addi tional strings that provide physical barriers
between the injection string and adj acent geol ogic
strat a.

Thr oughout the long history of the project,
the ability -- the access to data and the depth of our
geol ogi c investigation, has also continued. And as a
result of that, our geologic analysis, which nost
recently incorporates utilization of 3D seism c data,
has really allowed for a good delineation and good
characteri zation of the injection reservoir in this

Zone.
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Furthernmore, Fault Slip probability nodeling
based on those geol ogi ¢ anal ysis, shows that, as
proposed and the vol unes proposed and operating
conditions, the wells, the series of wells in the
Devoni an do not produce any elevated risk for
I njection induced seismc events.

Wth respect to reservoir nodeling and
characterization of the reservoir, as | nentioned, the
-- this project does have a bit of a long history and
t he product of reservoir nodeling and sinulation that
you're seeing today, and that has been provided in the
C- 108 application and in the exhibits, is really a
refined version that has begun initially with wel
control in 2019 and 2020 to incorporating 3D seismc
data and derivative anal yses of those data to really
generate a reservoir characterization nodel and plune
forecast that we think are adequately supportive of
Nort hwi nd's operations and adequately prepares
Northwi nd to understand the inpacts of their plunme and
their injection activities.

In general, the C-108 application, includes
all relevant subsections for approval as is required
of these facilities and these types of operations.

Nort hwi nd does have an existing hydrogen sul fide

contingency plan, which upon approval of this well and
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construction of this well, wll of course be

I ncorporated and submtted to an MED and rel evant
parties to ensure that all -- that plan reflects all
of the proposed operations and as approved conditions.

Al interested parties requiring notification
have been provided copies of Northw nd's application
and have received notice. And as of today, no parties
are intervening on the matter.

And so just to kind of reiterate a little bit
of the history. W'Ill talk nostly about the kind of
flow chart shown on the right here. But just to make
sure everyone has sone perspective about the evol ution
of this project and the current status of the
facility. The original application for a acid gas
Injection well at this facility was submtted in 2019,
with the approval of that application and the first
order being issued in January of 2020. Now that ow ng
to the sour gas disposal needs of that facility, that
drilling activities for that well did not occur until
A of 2022, when those sour gas disposal volunes were
-- becane required at that facility.

So the drilling of that well ultimtely began
at the end of 2022. \When drilling that well, as I
mentioned, there were sone down hol e issues that

prevented conpletion of that well. And so Salt Creek,
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Nort hwi nd's predecessor -- operator prior to
Nort hwi nd' s acqui sition, sought amendnent to relocate
and redesign that well to address those issues. And

t he NMOCC i ssued order 20913F approving that redesign
i n June of 2023. After that Northw nd did acquire the
facility and proceeded to drill the Salt Creek AG
nunber 3, in 4 of 2023, after which the redundant

Salt Creek AG nunber 2 was authorized via the

adm ni strative process.

And |'m sorry. The associated order on this
is incorrect. Rather than being SW 2622, it should
be SWD 2580 which was i ssued to Northw nd. However ,
they did not drill the well based on that order. That
order in -- was planned for a vertical well, at that
time, however, upon acquisition of 3D seisnm c data and
addi ti onal geol ogic analysis, it was determ ned that a
deviated well to a nore higher quality interval of
Si | uro- Devoni an i njection zone, would be nore
pr ef erabl e.

So there was an anmendnent application
subm tted requesting that change of plans, which was
ultimately approved in August of 2024. And Salt Creek
AG nunmber 2, was drilled and nost recently conpl eted
in early 2025. And | recognize that's a very

conplicated history, so feel free to ask any
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guestions, if anything doesn't nake sense.

So here we take -- in this slide, we're
taking a | ook at the general project area, both froma
nore regi onal perspective, where in the map shown to
the left, you see the city of Jal to the northeast,
and the position of the general position of the
proposed Titan AG nunber 4 and the Salt Creek
facility in the Sout hwest of Jal, New Mexico. And
again, in the panel to the right, we just see, again,
t he kind of arrangenent of AG wells at the facility
currently.

I n accordance with the normal C-108
devel opnent processes for determ ning a maxi num
al I owabl e operating pressure, this slide includes the
cal cul ati ons and the assunptions we nade in
determ ni ng the requested maxi num al | owabl e operating
pressure. Vhich for acid gas wells, utilizes an NMOCD
approved nethod in which the specific gravity or
average density of the acid gas is utilized to
determ ne and cal cul ate the maxi num al | owabl e
operating pressure.

Of course, with -- oh, sorry. Can you hold
there one nore --

Q Yeah.

A -- one second. Of course, with -- you know,

Page 106

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



© 00 N oo o0 b~ wWw N P

N N N N NN P P P P P P PP PR
o A W N B O © 00 N O O b~ wWw N +—» O

as is stipulated by, you know, nost orders that are

I ssued with respect to AG Wells and SWD Wells, the
intent will be that once the well is constructed step
rate injection testing will be conpleted to confirm

t he adequacy of that requested all owabl e operating
pressure.

So inthis slide, we're summarizing a little
bit of the general design of the acid gas injection
well systemin the proposed operations as in
accordance with Northwi nd's current gas inlet
conpositions, the Titan AG nunber 4 is anticipated to
I nject mxed acid gas stream predom nantly contai ni ng
carbon di oxi de, H2S and trace ampunts of nitrogen and
hydr ocar bons.

The tag is transmtted fromthe am ne
treatment systemat | ow pressure. And for this
description, we can begin |ooking at the kind of
schematic diagramon the right there. But tag is
transmtted fromthe am ne systemto a conpression
process unit where it is, through successive stages of
conpressi on, conpressed and dehydrated through inner
stage cooling, and then transmtted to each of the AQ
well's via high pressure NACE conpliant |ines.

In the well profile shown to the right, we do

have sonme annotati ons of key design standards that are
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I n characteristic of all of Northw nd's well and nost
AG wells currently. Specifically, in that the AG
wells are constructed with, not only surface safety
val ves that are automated and tied into plant control
systens, but as well downhol e subsurface safety val ves
that allow for integrated control through the plant
control systens.

The AG Wells in general are designed to be
robust in potentially corrosive conditions, where they
I ncorporate corrosion resistant alloy material s,
constructed with acid resistant cenments and ultimately
are designed such that they are suitable for the dry
acid gas injection conditions proposed. In addition,
they -- Northwind s wells and many AG well s,
| ncor porate continuous bottom hole nonitoring of
pressure and tenperature. Which are inportant to
under st andi ng reservoir pressure evolution, informng
geol ogi ¢ characterization nodels and injection
sinmul ati ons. And these have been incorporated in all
of Northw nd's AQ wells.

In this slide, we show the proposed desi gn of
the Titan AG nunber 4, which is very consistent with
AG wells constructed in this area of New Mexico. And
I n accordance with the needs of the specific geol ogy

that you encounter in this area, just kind of at a
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hi gh-l evel summarizing that, you can see fromthe
diagram that five casing strings are proposed for the
design of this well. The first of which includes
surface casing down to a depth of approximately 2,100
feet, with the ultinmate purpose of isolating and
protecting groundwater resources in the area.

Secondly, the first internedi ate casi ng would
be proposed to be installed down to an approxi mate
depth of 3,660 feet, ultimately isolating intervals,
whi ch may contain salt and hydrides in this particular
part of the basin that overly the Capitan Reef, which
IS expected in this area.

The second internmedi ate casing proposed woul d
be drill -- would be set at a depth of 5,590 feet,
utilizing DV tools to ensure adequate cenentati on,

i solating the Capitan, which in this area has been
observed as a potential |oss circulation zone.
Fol | owi ng the second internmediate, the third

I nternmedi ate casing interval would be proposed to be
drilled down to approximtely 11,820 feet, ultimtely
i solating an interval of potentially |ower pressure
across the Del aware Mountain G oup and Bone Springs
interval. Because we do have an existing acid gas

I njection well that injects into the shall ow Del aware

Mount ai n Group.
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Along this interval, we would incorporate and
utilize acid resistant cenents to make sure that this
well is protected fromany formation fluids containing
acid gas that m ght be detrinental to the integrity of
Titan AG nunber 4. The production casing would be
set at approximately 17,570 feet, ultimately isolating
t he high-pressure gas intervals of geologic formation
such as the stranatocamaro (ph). And within this
string, we would utilize corrosion resistant alloy and
cenments, again, in the overlying caprock intervals to
ultimately protect downhole AG well conponents.

The plan is that all strings wll be cenented
to the surface, and those cenent operations wll be
verified via wire line cenment bond logging. 1In terns
of data acquisition, well |ogging and reservoir
testing and nonitoring for this well, while drilling
activities are ongoing, nmud logging is -- we would
propose to comence bel ow the 24-inch surface casing
and be continued throughout the total depth of the
well. In ternms of wire |line geophysical |ogs, we
would -- our intent is to collect, you know, nornal
routi ne gamma density resistivity, neutron porosity
and sonic tools.

And for the purposes of understandi ng

potential fracture, gradients and fracture pressures,
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we woul d al so i ncorporate dipole sonic |ogs, which
have been collected for the offsetting Salt Creek AG
nunmber 2 well, but would continue to collect those
data in the Titan AG nunber 4. In addition to this,
with respect to the caprock, the primary and secondary
caprock intervals, as well as the injection zone,
those intervals would be inaged using Full Bore
Formation Mcro Imaging tools or simlar tools based
on the drilling fluids programfor that particul ar

I nterval .

As is normal with AG wells, we would al so
collect rotary sidewall cores for analysis in the
caprock intervals, secondary caprock intervals, and as
well as the injection zone proper. 1In addition to the
| ogging activities, the well would also be injection
tested via separate injection test and pressure
falloff tests, to inform nodel sinulations, get a
better understanding of the injectivity potential for
these wells or this well, and to ultimately confirm
any prelimnary analysis with respect to fracture
pressures and things |ike that.

Once conpleted drilling the well, the wel
wll be outfitted with all of its pernmanent downhol e
pressure and tenperature sensors, corrosion resistant

al l oy tubul ars and subsurface safety val ves and ot her
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AG equi pnment.

Now in this slide, we overview the general
geol ogy of the project area. In the map shown to the
| eft, we have a map probably seen nmany tinmes around
this -- in this setting with the proposed AG wel
denoted as the red square in Southeastern New Mexi co.
As we can see fromthis map, the proposed well
| ocation is in the Eastern margin of the Del aware
Basi n, where surface sedinents are generally
characterized by aeolian and fluvial units with | ocal
exposures of red beds.

Approximately 11,000 feet of Perm an strata,
which at -- in places, contain producing intervals
overly the | ower Pal eozoic strata. Wiich are
i nterval s of gas, you know, the stranatocamaro,
Pennsyl vani an section, being gas bearing intervals and
gas producing intervals. Overlying the proposed
I njection interval, the Wodford Shale, a well-known
and wel |l denonstrated confining unit in this area, is
greater than 370 feet thick and nmakes up the prinmary
confining strata for this injection well.

In addition to this, the overlying
M ssi ssi ppi an carbonates provide secondary caprock
intervals and shal es of the Barnett, that in this area

are expected to be about 800 feet of secondary
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confining strata. As we'll talk a little bit later,
we do have access to 3D seism c survey data, wth
respect to this project location which has all owed us
to get a good characterization of the geol ogy and
identify faults in the area such that they can
adequately be evaluated with respect to i nduced
seismcity risk.

In this slide, we're just putting into
perspective the project |location with respect to the
produci ng intervals in the area and the geol ogic
strata that are -- that conprise the section. The
hi ghl i ghted section of this chart indicates or shows
t he Del aware Basin units, with red stars show ng
commonly producing intervals, whether that's oil or
nat ural gas.

In this particular area, we are towards the
Del aware Basin margin, so dependi ng on where you at --
where you're at, you may see sone other productive
i ntervals, which would be listed in the Central Basin
Pl atform section, inclusive of things |ike the
Tansill, Yates, Seven Rivers, depending on where
you're at in the project area.

Again, with respect to what geol ogy we expect
to encounter, as | nentioned, the Salt Creek AG

number 2 well, which is of very simlar design and
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devi ates towards the southeast was just recently
conpleted. Not in operation, but was recently

conpl eted, and so that has been able to give us a good
sense of where and what formations we're going to see
drilling Titan A nunmber 4. So as you can see in the
t abul ated sunmary there, the geologic formati ons we
expect, and the current prognosis for neasured depths
that we find those formation tops.

In this slide, we can see in the map shown to
the right, a structure contour map, which was derived
fromthe seismc data that were acquired and refl ect
the top of the Siluro-Devonian. So the top of the
proposed injection zone. As we can see fromthis
structure, contour nmap, where cooler colors reflect
I ncreased depth to the top, and warner colors would
reflect shall ower depths to the top.

That in general, the top of the Siluro-
Devoni an section is dipping towards the sout hwest, in
the -- kind of the center of the map where those well
| ocati ons are annotated, we see the two | ocations of
Salt Creek AG nunber 2, the existing well, as well as
the proposed Titan AG nunber 4, existing down dip of
a structural high to the approxi mate nort heast.

In this slide, we're taking a | ook at a cross

section of wells across that project area, which shows
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a couple things -- a couple key things. The brown
shaded interval that is shown in those wells froma
prime, show the continuous-- the continuity of the
Woodf ord Shal e across the project area. |In addition
to this, the highlighted sections that underlie that
brown shaded area, show intervals of the Siluro-
Devoni an, the proposed injection zone, which we
I dentify porosity devel opnment within those zones.

And as | nentioned briefly, the thickness of
t he Woodf ord Shale at the Titan AG nunber 4 |ocation,
is significant in the offset -- well, we see it as
approximately 370 feet thick and overlaying by tight

carbonates and shal es of the Barnett and Osage

Formati on. Next one -- next slide.
Q Yeah.
A  Yeah.
Q Sorry.

A That works. And so with this slide, what |
wanted to provide the Comm ssion with is, you know,
part of the -- this was not included in the original
C- 108 application, as it reflects well |ogs that were
collected fromthe recently conpleted Salt Creek AG
nunmber 2. And so these are -- in these slides and
what | wanted to highlight is the |evel of porosity

devel opnent that we are seeing in this well. You
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know, we ultimtely nmade requests prior to deviate the
wel |, based on concerns that the -- a current -- a
vertical well would not access quality reservoir. And
ultimately, | think that came down to be a good
deci si on.

And for conparison, you know, in the upper
Devoni an section, we see porosity devel opnent that's
very simlar to very to analog AG wells in this area.
However, in the Fussman section, we do see porosity
devel opnent being substantially better than we've seen
in sone other analog wells. And so ultimately, we
just wanted to highlight that the nethodol ogy used to
determ ne a bottom hole location for AG nunber 2, was
a simlar methodology for Titan AG nunmber 4. And so
we hope to -- hope that that nethodology will produce
a simlarly productive well.

As part of the supporting materi al
requirements for the C-108 application, we've also
| ooked at groundwater conditions in the area and
reviewed the wells area of review for existing
groundwater wells, points of diversion. And when we -
- just to be clear, when we're -- when I'mreferring
to the area of review for this project, because we are
proposing a deviated well, we do not -- we've kind of

nodi fied the area of review to go beyond one mle.
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So rather than just being a one-mle radius,
it is the conposite shape of a one-mle radius at the
surface hole location, a one-mle radius at the bottom
hol e | ocation, and a one-mle buffer along the
deviated well path. So it actually is a |arger area
of review than just a standard one m | e.

In this nodified area of review, we find 14
water wells. The nearest of which being just over a
half mle fromthe Titan AG nunber 4 |ocations. And
in reviewi ng those well records, all of these wells
are shall ow, not extending beyond a thousand feet in
total depth. And ultimately, the design of the Titan
AG nunber 4, considers those wells in order to
provi de adequate casing protection and cenenting
pr ot ection.

As | nmentioned in a previous slide, surface
casing for this well wll extend down beyond 2, 000
feet to ultimately isolate those intervals of
potential groundwater resources. |In characterizing
oil and gas activities or injection activities within
the area of review, our review of records and records
anal ysis, shows that there are 83 wells within the
total area of review which is the one-mle buffer
area. 22 of which are active with 32 permtted

| ocations and 29 plugged wells.
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Revi ewi ng the records for those wells, many
of them are shallow wells, which would have tota
depths significantly overlying the proposed interval
of injection, comonly producing or previously
producing fromthe Tansill, Yates, Seven Rivers. And
with some newer wells, producing fromthe Bone Springs
and Wbl f canmp Formations. Again, overlying the --
targets that overly the proposed injection zone by
t housands of feet.

In the one-mle area of review, there is one
well that was drilled and penetrated, the Sil uro-
Devoni an proposed i njection zone, that being the South
Lea Federal nunmber 1. And it is shown in the
nort hwestern extent of that area of review circular
area, and it is 23197. The well was drilled to a
total depth within the injection zone, but was
ultimately found to be not productive and was isol at ed
with cast iron bridge plugs and cenent plugs and
reconpl eted shallow, and then ultimtely, fully
pl ugged back to the surface and -- in 2015.

So in confirmng a |location to be suitable
for acid gas injection, there's really sonme mjor
conponents that we're | ooking to satisfy with any
particular location. And | think for this |location

and our understandi ng of the subsurface, the Titan AQ
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number 4 project does neet all of the requirenents.
Whi ch include very critical characteristics such as
geol ogi ¢ seals, that permanently contain the injected
fluid, that pose no risk to fresh groundwater or
groundwat er resources. They don't inpact -- or the
project area doesn't have significant history of
production. And the reservoir both is confined,

| aterally, but also is characterized by porosity and
perneability attributes laterally.

And then ultimately, identifying reservoir
suitable for your proposed operations with respect to
capacity and with respect to formation fluid
chem stry.

Q M. Wite, does the C1 -- you tal k about
fresh water and geol ogic seals. Does the C-108 al so
contain in affirmative statenent by you that you' ve
prepared confirm ng that there are no conmuni cati on
bet ween the injection zone and any known sources of
dri nking water?

A Yes, it does.

Q Just to point out for the Conm ssion, that's
on PDF page 40 of the exhibit packet. 1Is that
correct?

A Yes, it is.

Q Thank you. | know that Division cares to
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make sure you've got the signed statenent confirmng

that there are no communi cation pathways. ['Il return
you back to where you were, | believe it was -- you're
going to get into your Fault Slip analysis. |s that
right?

A Yeah. So as we nentioned at the beginning of
my testinmony or as it -- in accordance with M.
Rankin's introduction to the testinony, in evaluating
this location in the proposed well, we did eval uate
the potential for Fault Slip or injection induced
seism c events, which I'msure nost are aware of is a
poi nt of concern in many areas of the world right now.

The -- ultimtely, for our analysis, the

maj or conponents included review and interpretation of
seism c survey data to under -- to nmake sure we have a
cl ear understanding as best we can of the subsurface
features in the area of our proposed well. And
subsequent -- or additionally, that nodeling and that
or that assessnent, included nodeling of injection
wel | scenari os. In this case, a five well injection
scenario, in which acid gas injection is sinulated and
I n a nodel sinulation capable in -- of considering
fault structures in the area and cal cul ating or
projecting and associated risk with that scenario.

Specifically for this work, as nost are
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probably famliar with, we utilize the Stanford Center
for Induced and Triggered Seismcity Fault Slip
Potenti al nodel .

And in this slide, we show kind of the
general results of our analysis of seismc data where
we have plotted generally the faults that we see in
the area of the proposed well. These faults were
utilized for the Fault Slip probability sinmulations.
And as you can see, in order to express those faults
in the nodel, sonme of those were broken up into fault
segnents in order to accurately characterize their
non-1| i near expression.

I n general, |ooking at these, we see 13
faults in the area, which we've subdivided for
nodel i ng purposes into 23 fault segnents. Most of
t hese, you see a couple different popul ati ons of
either north, south to east -- or east-west trending
faults. In general, these faults in our analysis of
seism c survey data, the offset along these faults or
the fault throw, does not exceed from what we've seen
the thickness of the Whodford Shale. So we don't see
any evidence that the primary confining | ayer of the
Woodf ord Shal e woul d be offset in any way that
conprom ses its containment.

Now for this work, like | nentioned, we
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I ncluded five injection wells in the Fault Slip
probability sinulations. This particular part of
Sout heastern New Mexico, is not really inundated with
di sposal activities at the nmonent. In the map shown,
you see the two Northwind AG wells at the facility
Titan AG 4, and the Salt Creek AG nunber 2, ss well
as north of the facility, there are two existing AG
wel s about six mles north. The independence AG
number -- AG wells, those were included in the slip
probability assessnent. And to the northeast of the
facility, one salt water disposal well, the Kinberly
SVW Wel | .

So with nodeling injection and the eval uating
the risk for induced seismcity, this particular
Stanford nodel requires input paraneters and sone
assunmptions with respect to fault orientations, |ocal
stress conditions in order to evaluate and determ ne
pressures required to induce slip in this simnulation.
And so the table here shows the nodeling assunptions
or the stress conditions that were assuned for these
si mul ati ons.

And in this slide, we show the nodel's
initial kind of assessnent of what pressures are
required to induce slip. So we see -- with a range of

fault orientations, we see that the nodel predicts
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that -- of these 24 fault segnents, the anticipated
pore-pressure increase to induce slip ranging between
approximately 1,080 to 6,930 PSI. 1In this area of the
wor | d, maxi mum hori zontal stress is oriented

approxi mately North 75 East.

And that's in accordance with stress
characteri zation of folks |like Losni (ph) and Zobacka
and utilizing their state of stress maps. Wth
respect to this project area, there is sone faults
segnents that we identify as having the increased risk
of slip which are shown or annotated here as fault
segnents 1, 2, 9, 10, and 21. \Wich are those that
are identified as having |l ess than 1,500 PSI to induce
slip.

In this slide, we sunmarize the injection
wells that are included in this sinulation, the five
i njection wells, two of which being AG wells operated
and proposed by Northw nd, as well as the reservoir
barrel equival ent volunes that the sinulation assunes,
as well as the total duration of the sinulation
period. So the objective with this nodeling and
sinmulation is to consider at |east the proposed AG
wells for a period of 30 years.

However, often there are wells that have been

operating from-- before that time. And so for those
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wells, the sinmulation period would' ve been extended to
hi story match, and ultimately, include prior
contributions of those wells. So you'll see sone,

li ke the Kinberly SWD, where the sinulation begins in
2019. In accordance with the limtations of the
Stanford nodel, one conservative approach we take with
these sinmulations is that that nodel can only account
for one fluid type at a tine.

So for all of these wells, we do assune the
fluid characteristics of produced water rather than
acid gas. \Which provides us a little bit nore
conservative estimtes with respect to result in
pressure increase, as the water is greater density and
greater viscosity than what would be seen in a pure
acid gas injection al one.

Here we see the hydrologic results of that
sinmul ati on. Where in panel A we see a kind of
generalized map that shows, from cool er to warner
colors, the nodel's prediction for pore-pressure
i ncrease in association with that injection scenario.
So this would be the point 30 years or 30 plus years,
dependi ng on what the |evel of history match was and
the antici pated pore-pressure increase after the full
simul ati on.

So as you can see around the AG wells,
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whi ch, you know, both the Northw nd proposed and
existing A wells, as well as the offsetting AG
wells to the north, the ultimte pressure inpacts are
alittle bit -- are less than a higher vol une SVD.
Utimtely, owing to the smaller volunes that actually
are placed in the reservoir in association with acid
gas wells.

Wth the hydrologic sinulation results, the
nodel also then calculates utilizing a range of
uncertainty and various nodel paranmeters such as fault
orientation or density of fluids. It calculates
utilizing a Monte Carlo sinmulation, the ultimte Fault
Slip probability associated with this. So in panel A
to the left, we see a cross plot of tine versus Fault
Slip potential.

And were there any potential for Fault Slip?
In this injection scenario, you would see a series of
trend lines that go up or nove with tinme. However --
for each fault segnent, however, owing to the m ni mal
ampunt of injection that is actually going on in this
area and the geonechanical risk for slip, all fault
segnents within this sinulation are shown to be at
zero probability for slip.

In the panel to the right, we show a sim|ar

results where the Fault Slip probability is
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graphically displayed in association with the various
AG@ or the injection wells in the project area.
Again, all of those fault segnents col ored green, as
t he nodel predicts zero probability.

As | nmentioned before, a critical point of
i dentifying a suitable | ocation for acid gas injection
well is confirmation that your confining strata are
adequate for containing injected acid gas. And as |
mentioned, in terns of subsurface review and fault
i dentification, we don't see any offset and faults
that allow for the lateral continuity of the Wodford
Shale to be offset. But we also want to take that a
step further and | ook at pressure conditions as best
we can in the Siluro-Devonian versus overlying strata.

And so what we've -- what we commonly do is
| ook at drilling fluid records and confirmthat, you
know, the pressure conditions we expect to anticipate
are such that injected gas will remain in the
reservoir. Could you nove to the next slide. So this
will make a little bit nore sense now.

So in the interval overlying the proposed
I nj ection zone, we see gas containing units of the
stranat ocamaro, which have been studi ed, and an
i nterval of over pressure has been identified in the

Eastern Del aware Basin across this interval. And so
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the maps shown in this slide, is from R ttenhouse et
al, who eval uated as you can see there, 23,000 nud
wei ght records and greater than 4,000 drill stemtests
to kind of characterize this interval of over
pressure.

And so this pore-pressure increase has been
i dentified, you know, beginning in the Bone Springs
down t hrough the Wodford Shale. And commonly within
t he proposed injection zone, we see relatively under
pressured conditions. So what we want to ultimtely
confirmis that this same circunstance will be present
I n our project area. Because ultimtely, if you have
this pressure isolation, then you can assune you're
not going to be losing acid gas out of the reservoir.

And so this is just another diagramthat
shows the results of R ttenhouse work, where in the
tracks to the right, this diagramis show ng
essentially stratigraphy and | og data fromthe
Del aware down t hrough the Bone Springs, Wl fcanmp, al
the way down to the injection zone, and then the
Si | uro-Devoni an. And when you |l ook at the tracks to
the right, you see the two red traces, where within
t he Bone Springs, Rittenhouse conpilation of data
shows increases in pore-pressure all the way down

t hrough the Whodford, and then returning to normally
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pressured conditions below that.
And so now we ultimately want to kind of take

that high level interpretation of the Eastern Del aware

Basin and see if local drilling fluid records are
supportive of that. Because ultimtely, we want to be
prepared to understand if while drilling the well, we

need to deal with high pressure gas fromthose

i ntervals, construct the well in such a way that those
intervals can be isol ated and understand what
conditions we're going to encounter.

And so what we see in the map shown to the
right here, is drilling fluid records, scout tickets
and things like that, for wells in the area.
Utimtely, see -- we see in those intervals
anticipated to contain higher pressures, we see
drilling nmud densities that were utilized, ranging
fromjust under 12 pounds per gallon to up to 15
pounds per gallon in this project area. That
corresponds to an average density of 13.4 and those
drilling fluid records also do indicate and confirm
once noving into the Siluro-Devonian, we see nore
normal |y pressured depth intervals.

And this is all consistent with what was
observed in the recent drilling of Salt Creek AG

number 2. So in review ng these data and, you know,
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ki nd of prem sed on the work of nore regional data and
i dentification of an over pressured Eastern Del aware
Basin, we don't expect that -- and confirm ng that

t hose over-pressured conditions are present within the
project area, we don't expect that there's going to be
any risk for vertical mgration or any pressure drive
out of the intended reservoir.

This is supported by the drilling fluid
characteristics that we see in records, supported by
the -- our experiences drilling the Salt Creek AG
nunber 2, and ultimtely, we think maintaining this
pressure differential in this project area will help
to contain fluids in the zone. And that's really only
conplimenting the fact that we have physical conpetent
Woodf ord Shal e caprock laterally extensive across the
ar ea.

Now i n these next few slides, we'll talk, |I'm
guessing, pretty extensively about the reservoir
characterization and injection sinulations that were
conpleted to support this application. As AG Wl I,
appl i cati ons have evolved so has the kind of
assessnments and evaluations that are utilized to
forecast where these plunmes are going and what the
results and inpacts to the subsurface are going to be.

As | nmentioned previously, this particular
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project has had all -- a good ambunt of history. And
what we will |ook at today are kind of the npbst recent
evol ution and refinenment of those plune estimtes.
Fol l owi ng the original AG nunmber 1 well, all of the
pl ume forecasts have been conpleted utilizing

Schl unberger's Petrel and eclipse platforns for

geol ogi ¢ characterization nodeling and injection

sinmul ati on respectively. However, they have been
refined over time in that -- and rebuilt conpletely to
I ncorporate things |like the additional data provided
by 3D seism c survey.

And so in this slide, the figure to the right
shows just a three-di nensional render of the existing
geol ogi ¢ characterization nodel. Which as | nentioned
was, you know, really |everages the recent acquisition
of 3D seism c survey data. Having those data
avail able to us, recently we were able to characteri ze
the reservoir utilizing seismc inversion analysis
met hods. U timately, where you're able to transform
seismc data to rock properties, a nethod that's been
very well denonstrated and successful for identifying
quality reservoirs within carbonate injection zones.

These data were incorporated into this nodel,
So porosity attributes within the nodel are derived

fromthose inversion data. |In evaluating the
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potential inpacts to the project area, we did conduct
mul ti pl e sinulations under conditions in which, you
know, faults were transm ssive to fluids, faults were
non transmssive to fluids, to ultimately make sure
all of the stones were turned over and ensure we
under st ood where the potential directions of this

pl ume coul d go.

Conpri sing the geol ogic characterization
nodel that was shown in the previous slide, the nodel
was built out to generally be subdivided into eight
zones, generally based on the porosity and
perneability characteristics observed. However, the
nodel itself does contain 151 kind of sliced
hori zontal |ayers that are all informed through the
seism c i npedance data. The nodel in total is three -
- alnost 3.4 mllion cells with dinmensions of
approxi mately 165 by 165 by 10 feet.

The table to the right shows kind of the
sunmary of characteristics of those zones, their
numeri ¢ sequence, their thickness, and then the
average porosity and perneability within those zones.
The total nodel itself has an average perneability or
an average porosity of 2.1 percent and average
permeability of 5.1 mllidarcys. And ultimtely,

t hese are based on both published literature with
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respect to carbonate and dolomte perneability,

avail able test data as well as sidewall core data and
data -- history-match data from ot her anal og AG
wel | s.

In this slide, we're conmunicating and
sunmmari zi ng what the distribution of that porosity and
permeability | ooks |like within the nodel. These two
charts, panels A and B, are essentially bar charts
show ng a range of porosity and the percentage of
cells within the nodel that see those porosity
attributes. The sanme thing with perneability shown in
panel B to the right, we see the perneability range --
the perneability values within the nodel and the
percentage of sales that -- within the nodel that
attribute those perneability val ues.

And just to summarize, that was -- can you go
back up one nore, Adam or M. Rankin? Up one nore
slide. That -- just to reiterate, that would be 2.1
percent average porosity in the nodel. So as |
sunmari zed, when in the earlier portions of the slide
presentation, in accordance with Northw nds
antici pated operating conditions, the sinulation does
consider a m xed acid gas stream of approxi mately 80
percent CO2 and 20 percent H2S. And the sinulation

was conmpleted for 30 years of the Northw nd activities
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for those wells -- I'"'msorry. Excuse ne.

The nodel |everages ultimately has to be a
little bit informed by -- with respect to acid gas
density and fluid characteristics. And for
determ ning those for this m xed acid gas stream and
anticipated reservoir conditions, we utilize the NI ST
REFPROP software, which if you' ve seen other acid gas
I nj ection applications would be conparable or simlar
software to sonething like equilibrium

For all of our sinulations, wells were
operated at the maxi mum al | owabl e or the maxi mum
proposed inject -- daily injection volunme, ultimtely,
to make sure we have a nost conservative estimate of
the plunme footprint such that we can identify al
wells that may be in its path or potentially inpacted
by it.

This reservoir -- or this sinulation also
assunmes the reservoir is fully saturated with brine,
it doesn't consider any prior production history in
accordance with the records and activities in this
area. And as | nentioned earlier, we do present
multiple case simulations in which faults are both
transm ssive or alternatively non transm ssive to
fluid. Utimtely, with the ains of identifying the

maxi mum area that could be i npacted.

Page 133

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

In this slide, just summari zes those case
studi es where we have Titan AG nunber 4 and Salt
Creek AG nunber 2, splitting the proposed volune wth
14.4 mllion standard cubic feet per day being
i njected into each well and under fault flow
condi tions of both transm ssive and non-transm ssive.
And for perspective, you know, the 28.8 mllion
standard cubic feet, it may be a little bit difficult
to envision exactly what that is. So with respect to
t hat under reservoir conditions, that would typically
equate to about 13,760 barrels per day.

So in the next two slides, we show the
results of those case sinmulations. And you'll have to
forgive me, but | believe that panel B on this slide,
is switched with the panel B that should be on the
next slide. But we can talk about that as we work
through it. But in the panel shown to the left, the -
- we show a contour map which is ultimtely displaying
the resultant gas saturation that we anticipate at the
end of the 30-year injection scenario.

So under transm ssive fault conditions, the
outernost contour |line would reflect the total
footprint of the injection plume. And so -- and this
I's specifically showi ng concentration for the zone,

the vertical interval of injection that has the

Page 134

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

greatest aerial footprint. So these contours and
concentrations of gas that we are showi ng do not
necessarily nean that, you know, that's the
concentration fromtop to bottom It's just for this
particul ar zone, which has the greatest aerial extent.

So with respect to the aerial footprint
across the project area, we see -- in this sinulation,
we see gas extending approximately 1.8 mles fromthe
Titan facility. |In the panel to the right, we are
show ng a cross-sectional view of the geol ogi c nodel
where, again, colors fromwarmto cool, correspond to
hi gher to | ower resultant gas saturations. So towards
| ooking at either map -- the map to the left or the
cross section to the right, we see the highest
concentrations of acid gas, of course, being towards
the point of injection at the well bores and beconi ng
nore diffuse with respect to saturation as we nove
out wards towards the plune.

Here we see the results fromthe case 2
sinmulation, in which faults are considered to be non-
transm ssive to flow So ultimately, in the i medi ate
project area, the Salt Creek wells are not bounded in
close proximty by any faults that we've seen. And so
we don't really see too nmuch restriction or fault

control on the ultimte expression of the plume. W
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do see a little bit of the fault inpact to the north
with the kind of little knot shown in the contour map
where aci d gases not being able to cross -- flow
across that boundary, but rather has to kind of nove
around it. But ultimtely, we see a very simlar
footprint.

Now for -- just for reference, the contour
i ntervals that are shown on both of these maps,
correspond to about 4 to 5 percent gas saturation.
Utimately, the nodel -- the sinulation, we kicks out
1 percent contour intervals, but then that makes for a
quite a nessy little diagramto |look at, so we did
sinplify that with displaying these.

In addition to giving us sone perspective on
where the injection plumes mght mgrate or what the
ultimate inpact to the subsurface is, we also want to
ensure with these sinulations that the operations that
we propose can be conpleted within reasonabl e surface
operating pressures and nake sure we have the
consistent ability to inject as we propose.

So in these two cross plots, we show -- which
are cross plots of pressure injection rate versus
time, we see that for both scenarios, fault
transm ssive and non-transm ssive, each case injection

can be maintained at 28.8 mllion standard cubic feet
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per day all within surface injection pressures, well

bel ow t he proposed maxi num al | owabl e operating

pressure.
So in sunmary, with respect to the reservoir

sinmul ati ons as we -- as nodel ed, the proposed

I njection reservoir is -- appears fully capabl e of

receiving the quantities of treated acid gas that is
bei ng proposed or specifically at a rate of up to 28.8
mllion standard cubic feet per day. This sinulation
did include a conplete 30-year sinulation period.
U timately, under conservative conditions where the
maxi mum i njection volune is maintained day in and day
out for 30 years, ultimately, giving us a good
conservative footprint that we can ultimtely ensure
we know which wells these could potentially encounter.
I n accordance with normal application
practices, we both -- we did nultiple case studies
under various fault flow conditions. And in all
cases, the proposed activities can be mintained
within the all owabl e operating pressures expected. In
general, the plume in both cases, because of a |ack of
particular restriction fromany faults, we see the
pl ume extendi ng approximately 1.8 mles fromthe
treatment facility.

Movi ng back to sone of the nore required
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supporting materials for a C-108 application, this
application and conpl ete copies of the C 108, and as
well as a letter notifying the recipient of
Nort hwi nd's application, were sent via certified mail
for all interested parties per the normal scheduling
processes. The public notice of this hearing was

I ssued by the Conmi ssion, as well as instructions on
how to participate.

In general, the AG Well is supportive to
| ocal oil and gas operations as it allows for
i ncreased capacity of sour gas resources, ultimtely
I ncreasing royalties potentially paid to the State of
New Mexico. And the proposed design of the well is
fully protective of groundwater and the project's
protective of correlative rights.

Just to recap and sunmmarize sone of the
application. Northw nd specifically requests approval
to drill and operate an additional redundant Sil uro-
Devoni an acid gas injection well as well as they seek
approval for an increase in the allowable injection
volunme for those wells. The wells currently conpl eted
and the surface facilities have all been designed such
that they can safely accommodate an injection system
of this type.

Al'l relevant interested parties have been
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properly notified, there is no production within the
proposed injection zone, within at |east two m|es of
this area. And in our analysis of the low -- the
subsurface and greater project area we've confirned
that the well has sufficient caprock both primry
t hrough the Whodford Shale, which is extensive in this
area, as well as secondary caprock, overlying that.

The wel|l design is fully protective of
groundwat er resources that are utilized in this area,
and in addition to that, the total well design, which
i ncludes nmultiple telescoping strings of casing,
provi des nunerous redundant physical barriers of
cenent and steel casing between any adjacent strata
and the injection stream

Wthin the one-mle area of review, we do
know t here's one plugged and abandoned wel | that
penetrated the injection zone. W discussed that
briefly, the South Lea Federal nunber 1. But we have
reviewed the records for that well. Seeing its kind
of conpletion and reconpl etion history and understand
that well to be properly plugged in a state -- in an
adequate state. Wthin -- and I"'msure we'll talk
about this and we've tal ked about it already, but
within two mles and within the plume, there are

addi ti onal penetrations that have been identified and
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we have plans to nonitor and ensure those wells are
not ri sk.

Fault Slip probability, nodeling and
I njection nodeling has been conpleted for the proposed
activities, ultimately resulting in a determ nation
t hat the proposed operations are not going to
contribute to an elevated risk for induced seismcity.
And ultimately, our characterization and our
expectati ons about where this plume will go, show that
we'll -- we anticipate the plunme extendi ng about 1.8
mles fromthe Titan facility.

So ultimately, in breaking it down, Northw nd
seeks the Comm ssion's approval to drill, test and
operate Titan AG nunber 4, as specified in their C
108 application. Which will also include approval of
an increase to the conmbined daily injection volune for
Siluro-Devonian Wells. The Silurian -- or the
proposed 28.8 mllion as | nentioned previously,
equates to approximately 13,760 barrels under
reservoir conditions. Wiich is comonly very much
| ower than what we see in sone salt water disposal
wel l's, just for kind of perspective.

Nort hway is requesting perm ssion to operate
the well with a maxi num al | owabl e operating pressure

of 5,811 PSI, which is both determ ned utilizing OCDs
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approved net hods and in accordance with the MAOP t hat
was approved for the offsetting Salt Creek AG nunber
2. In general, approval of this well will increase
overall treating capacity at this area, is
preventati ve of waste and significantly reduces the
potential for flaring both at this facility and in the
field.

And ultimately, prevent any atnospheric
release or mnimze the atnospheric rel ease potenti al
for any production related CO2. These wells can be
operated as proposed in accordance with the results of
geol ogi ¢ nodeling and as well w thout producing
seismcity risk. And ultimately, we'll be fully
protective of groundwater and correlative rights.

Q M. Wite, just in sunmmary in your opinion,

will the granting of this application prevent waste?
A Yes.
Q And protect correlative rights?
A Yes.
Q And in your opinion, will it be protective of

human health and the environnent and sources of fresh
wat er ?
A Yes.
Q Thank you very nuch, M. Wite.
MR. RANKIN: At this time, | have no further
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questions for M. VWhite. It would nove the adm ssion
of Exhibits A and B, and | can cone back at the end --
actually, M. Chair, | think at this point |I may just
go ahead and nove the admi ssion of all the exhibits
that we have -- that we've been intending to submt
wth the -- to the Commssion. |If that's acceptabl e,
| would nove the adm ssion of Exhibits A and B which
are the application and the C 108, and then the
presentation that M. White just presented.

(NORTHW ND' S Exhi bit A and B was marked for
I dentification.)

COW SSI ONER RAZATOS: Exhibit Cis a copy of
the special warranty deeds that represent Northw nd's
-- at least part of Northw nd's good faith basis for
Its rights to inject.

(NORTHW ND' S Exhi bit C was marked for
I dentification.)

MR. RANKIN:. Exhibit Dis a copy of the
notice letter that went out providing notice of the
application and hearing today.

(NORTHW ND' S Exhi bit D was marked for
I dentification.)

MR. RANKIN: And then Exhibit E is a copy of
the notice of our affidavit and publication reflecting

t hat we have provided notification of the hearing and
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application in the newspaper, identifying each of the
parties required to receive notice by nane.

(NORTHW ND' S Exhi bit E was marked for
I dentification.)

MR. RANKIN: So those are exhibits D and E as
well. So | would nove the adm ssion of Exhibits A, B,
C, D, and E to the record.

COW SSI ONER RAZATOS: M. Trenmi ne?

MR. TREMAI NE: No objection.

COW SSI ONER RAZATOS: They shall be entered.

MR. RANKIN: Thank you, M. Chair. | have no
further questions of the witness and make him
avail abl e for cross-exam nati on.

COWVM SSI ONER RAZATOCS: M. Tremaine, do you
have cross-exam nation?

MR. TREMAINE: | do have a few questions.

COW SSI ONER RAZATOS: Coul d we take a break
t hen?

MR. TREMAINE: Certainly.

COW SSI ONER RAZATOS: Ckay. Let's take a
10-m nute break --

MR. TREMAI NE: Okay.

COW SSI ONER RAZATOS: -- and then we'll be
back. Thank you.

(OFf the record.)
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COW SSI ONER RAZATOS: On to track here. M.
Tremai ne, you were at the cusp of cross-exam ning M.
Wi te.

MR. TREMAI NE: Thank you M. Chair,
Commi ssi on.

CROSS- EXAM NATI ON BY COUNSEL FOR THE DI VI SI ON
BY MR. TREMAI NE:

Q Good afternoon, M. White. | just have a few
clarifying questions for you. So first, as a general
matter, | want to ask if you agree to adopt a position
stated earlier that Northw nd stipulates to the
conditions of release outlined in OCD Exhibit Nunber 2

as anmended by the agreenent discussed on the record

earlier?
A Yes.
Q Ckay. Thank you. | want to ask you a couple

clarifying questions about the tag plunme expansion.
OCD reviewed prior records and there was a reference
in Salt Creek AG nunber 2 to a plune area of 138
acres. That reference -- we want to reconcile that
reference with later plunme nodeling because it didn't
appear to conport with the plume depiction. So |
think the best way to do that is to have you expl ain
to us and the Comm ssion, exactly how and how nuch the

pl ume expansi on or the nodeling has changed fromthe
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Salt Creek AG@ nunber 2, to inclusion of the Salt
Creek -- or sorry, the Titan AG nunber 4. \What was
it before and how nmuch bigger did it get? Does that
make sense?

A Yeah, absolutely. And as | nentioned
previously, the history of this particular facility
and acid gas injection is a long one. (oing back to
2018 project devel opnent, 2019 application submtted,
and so there is a long history of evaluating this
site. And at the tinme, the application that you're
referencing, was the original Salt Creek AG@ nunber 2
application, which was originally filed on -- by Salt
Creek M dstreamin accordance with the Conm ssion's
requi rements for the redundant well.

That original order required an application
be submtted within 12 nonths of approval, and then
construction of that well along another conm ssion
defined schedule. At that time the history of
characterizing acid gas plunmes was a little diverse.
The reference to 138 acres is based on sinply a
volunetric determ nation where average anti ci pat ed
reservoir porosity is utilized to calculate a
volunetric footprint. Utimtely a scenario in which
perfect displacenent of water is occurring and is

ultimately just a one earlier nmethod in describing
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t hose pl unes.

That being said and recogni zing that there
are nore sophisticated tools for characterizing acid
gas plunes, that application, as well as all
subsequent applications, did include also reservoir
characterization and injection sinulation nodeling via
the patrell and eclipse platforns (ph). So while that
reference was in there, a conplete application section
al so described the additional reservoir nodeling and
si mul ati on.

And with respect to that, | can't recall -- |
t hink Adam may -- M. Rankin may have those materials
avai l able. But the plunme has increased in size from
that initial as additional wells are being proposed up
to the Titan AG 4, and ultimtely, the conbined
i npacts of Salt Creek AG nunber 2 and Titan AG 4.

Q Okay. Thank you for that clarification. |
want to nove on to kind of reiterate questions about
the additional wells. So we've heard today sone
di scussion and sone testinony about the four plugged
and abandoned wells that are within the nodel plune.
These are -- | want to clarify, these are the wells
that are referenced on page 38 of Northwi nd's pre-
hearing statenment exhibits, correct? And so | just

want to clarify that in discussion with the parties in
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the Division that Northwind is going to conply with
condition of approval nunber 13 in placing surface CO2
and H2S nonitors at each of those |ocations, not

I nclusive of any that may be installed by agreenent
with Desert Ram

A Yes, that's correct.

Q GCkay. Thank you. | have one question on
faults. So you testified a little while ago about the
13 observed faults and subdivided into 24 fault
portions. Do you recall that?

A Yes, sir.

Q Okay. I'mreferring if we need to reference
to pages 30 and 51 of the exhibits, and also to figure
on page 113 that you referenced earlier. The question
| have is about fault nunber 9 listed on that sheet.
And if | can pull that up -- if | can share, if that's
hel pful. Pardon. Onh, boy. Ckay.

A (I naudible).

Q No, it's the -- sorry. Apologize. The
banners get in my way. All right. So scrolling down
to the bottom here, do you see the fault |isted as
nunmber 97

A Uh- huh.

Q Ckay. That particular fault is the

orientation of that fault fail -- favorable for
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failure?

A So with respect to the group of faults that
are north to south trending, it would be nore likely
to slip based on the assunption of maxi mum hori zont al
stress in a North 75 East orientation.

Q Okay. And what is the extent of the fault?

A The extent -- do you nean the offset or the
| ateral extent?

Q Is it -- what is the length of the fault and
is it a closed or open fault?

A So the -- with the -- as shown in the scale
here, | nmean, the length of that particular fault
segnent woul d probably be about a 10th of a mle

utilizing the scale on this particular map. And |I'm

sorry. Wat was the -- is it an open or closed?
Q Is it closed or open?
A So in many cases, what we -- obviously, we

haven't drilled through it or seen this fault, but in
many cases where we have these deep faults, you know,
t hese are often | ocations where oil and gas resources
are preserved in three-way closures and things |ike
that. So while we don't have any direct evidence of
whet her this is transm ssive or non-transm ssive, if
it's isolating pressure across it or anything |ike

that, it -- a |ot of these deeper faults are often
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unheal ed and non-transm ssive.

Q And are you confident that it is as limted
| aterally as is portrayed on the map?

A I n accordance with our evaluation of the
seismc data and the ability to identify it across
t hose seism c vol unes.

Q OCkay. And apologies if you' ve already
answered this, but was that specific fault observed in
3D seismc data or gravity maps?

A The -- these traces are reflective of our
i nterpretation of the 3D seismc

Q Okay. And for all of the questions that I
j ust asked you about that particular fault, did you --
and did you include all -- consideration of all of

those factors in your assessnent?

A Yes.
Q Okay. Thank you. [I'mgoing to ask you
couple -- one question about the Del aware Mounti ng

Group. So being as Salt Creek agent nunmber 3 is
currently injecting into the Del aware Mountain G oup
and the Titan nunber 4 extends through the Del aware
Mountain Group zones, is it Northwind's intention that
the portion of the subject well will be cenmented and
encased with H2S and CO2 resistant or otherw se

corrosive resistant cenent and string?
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A Yes. And that's included in your proposed --
or the OCDs proposed conditions of approval. W have
no objection to those conditions.

Q Okay. Condition nunmber 11. Thank you. |I'm
going to ask you a question referring back to the Salt
Creek AG nunmber 2. As | think you' ve outlined in
sone detail during the drilling of Salt Creek AG
nunmber 2 well, there was a | oss of circul ati on of
drilling nmud and weak cenent bonds encountered during
cenentation during the -- in the DMG Jones and
Pennsyl vani a Group including specific other
formations. But what is Northwi nd's strategy for
adjusting drilling nud density to avoid overbal anced
drilling?

A So with respect to the down hol e issues that
were difficult in cementing, are -- we are currently
evaluating the | og data that (inaudible) sonic data to
really get some well specific information about
potenti al breakdowns and see if we need to ultimtely
i sol ate those problematic intervals with an extension
of casing or whatnot. Additionally, we will plan to
work with cenenters to ensure that an appropriate plan
i s devel oped for that particular interval, the
maj ority of which was observed in the third

I nternmedi ate -- or the production casing interval from
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the | ower Wol fcanp and bel ow.

Q GCkay. Are you planning to enploy managed
pressure drilling while drilling through the DMG and
Pennsyl vani an Group sections?

A | think we would be receptive to that.

Q GCkay. Thank you. All right. 1 have a
guestion about Step Rate Test. So following Step Rate
Test, it's our understanding that Northwi nd intends to
stinmul ate reserve bound fractures, secondary porosity
zones, and dissolve any natural carbonate cenent.

What stinulation surface pressure do you plan to

utilize?
A | nmean, | think it would be ultimately in
accordance with what the Step Rate Test could -- would

show as being within fracture pressure boundari es.

Q Thank you. One nore question. Has Northw nd
observed any hydrate formation in the subsurface
safety valves in Salt Creek AG nunmber 3 or any ot her
AG Wells operated by Northw nd?

A Not that's observabl e. | mean, those
conponents were installed and haven't been, you know,
removed fromthe well. But any operating conditions
that would be indicative of potential hydrate
formati on and perforation pluggi ng has not been

observed.
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Q Okay. And -- okay. So just to clarify. Do
you agree that hydrate formation can potentially occur
I n subsurface val ves due to the (inaudible) effect?

A | haven't observed that happeni ng.

Q Has not observed, okay. Thank you. No
further questions.

COW SSI ONER RAZATOS: M. Rankin, did you
have anything to redirect?
MR. RANKIN: Just a one small series.
REDI RECT EXAM NATI ON BY COUNSEL FOR THE NORTHW ND
M DSTREAM PARTNERS
BY MR. RANKI N

Q M. Wite, M. Trenmni ne asked you a couple
guesti ons about sone of the earlier volunetric
sinplified approaches that you undertook or G.X (ph)
undertook to evaluate the plune extent for the AG
number 2. Do you recall those questions?

A Yes, | do.

Q | just want to understand the -- make sure
the record is clear about the tim ng of when that was
| ast presented to the Comm ssion and what the current
nodel for the AG 2 is that was | ast presented to the
Comm ssion, just so we're clear on the tineline. So
the last time that the GLX submtted that sinmplified

vol umetric approach, that was part of the analysis --
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or first pass analysis of the plune extent was -- was
that -- that was back in October of 2023 under Case
Number 23943 involving the AG nunber 2, correct?

A That's correct. And ultimately as |
mentioned, that was just another nethod in
characterizing a plunme. And at -- to be clear, at
that tinme in 2023, that characterization and that
description was no longer utilized. It was included
in that resubmttal of that application only because
t hat application had previously been submtted to the
OCD for technical review by Salt Creek Mdstreamin
2020. So we ultimately, in resubmtting that on
behal f of Northw nd M dstream at the NMOCD s request,
we didn't want to nuddy the waters by taking sonething
they'd seen, reviewed and start changi ng things, you
know, and ultimately nuddy the water.

Q So that -- based on that application back in
Oct ober, 2023, the Conm ssion remnded t hat
application to the Division and that was approved
under SWD 2580, correct?

A That's correct.

Q But that -- but Northw nd never drilled that
wel | under that approved order and instead submtted a
-- an application to anend 2580, correct?

A That 1s correct.
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Q And in that application to anend 2580, did
GLX include the sinplified volunetric analysis of the
pl unme extent?

A No, that description was not included.

Q OCkay. And so in that second application to
amend the AG nunber 2, only the nore detail ed, robust
pl ume nodeling using the nost up-to-date geol ogic data
was submtted to the Division, correct?

A That's correct.

Q OCkay. And then that was submtted to the
Division in June of 2024, correct?

A That's correct.

Q And then it was approved by the Division
under SWD 2622, correct?

A That's correct.

Q OCkay. And so the nobst -- the current ball ot
order that that under which AG nunber 2 operates has
no reference to -- or reliance on any plume nodel that
references 138 acres or anything on that order,
correct?

A That's correct.

Q Okay. Just want to nake sure the record was
clear about that. No further questions.

MR. RANKIN: Excellent. Thank you. Can this

W t ness be excused unl ess the Conmm ssion has
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guestions?

COW SSI ONER RAZATOS: Oh, sorry. Forgot.
Do you have -- | -- it was a part | was forgetting
about, nmy apologies. Al right. Thank you.

Comi ssi oners. Sorry, M. Wite. M. Conm ssi oner
Bl oom we'll start with you.

MR. BLOOM We'll let Dr. Ampomah go first
her e.

COW SSI ONER RAZATOS: Okay.

COW SSI ONER AMPOVAH: Ckay. M. Wite,

t hanks so nuch for being here today. | do have a
coupl e of questions for you, | guess probably you

m ght have anticipated that, but hopefully we'll be
quick. So I'mgoing to go through -- | do have
guestions on sonme of your slides. So you nentioned
that the new well that has been proposed, that is AG
number 4, is going to be a deviated well. Why a

devi ated wel | ?

MR. WHITE: So with Northw nd' s acquisition
of the facility, they -- one of their ultinmte goals
was to better understand the subsurface and make sure
prior to constructing any of these that they
understood that they had the best chance of a good
performng well. And so that ultimately led to their

acquisition of 3D seismic data. \Which both inproved
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our characterization of the structure as well as
al l owed us the opportunity to better characterize
porosity and porosity interconnectivity through
sei sm c i npedance anal ysi s.

That -- the results of that anal ysis showed
very little porosity devel opnent directly underlying
the facility. So a vertical well was a greater risk
to not being able to neet the injection vol unes that
they desired. So Salt Creek AG nunber 2, we
subm tted that anmendnent application that M. Rankin
referenced to change froma vertical well to a
deviated well. And the subsequent devel opnent of the
Titan AG 4 application also proposed a deviated wel
for the sanme anticipated problens of |ow porosity in a
vertical well. However, another porosity anomaly to
the northwest was targeted ultinmately to reduce any
potential interference between the two wells and
separate the points of injection.

COW SSI ONER AMPOMAH:  So is the -- let's say
the bottom hole location, is it still on Northw nd
facility or |land?

MR. WHI TE: Yes.

COW SSI ONER AMPOMAH:  Ckay. Then why did --
why you -- why was it not -- |ike, why was the wel

not proposed to be drilled at that |ocation?
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MR VWHTE: At a -- as a vertical well?

COW SSI ONER AMPOMAH:  Yes.

MR VWHI TE: Utimtely, because the design of
the Titan facility now, Northwind' s facility, does
centralize acid gas injection and conpressi on and
process units there. So we could -- that could be a
valid nove, but it's -- it tips the scales a little
bit. Then you have to transmt treated acid gas at
the surface where personnel are and poses a little bit
nmore environnmental risk.

COW SSI ONER AMPOMAH: Ch, so that is nostly
to protect the environnment and also the health of the
people --

MR. WHITE: Correct.

COW SSI ONER AMPOMAH:  -- that are working --
okay. Thank you.

COW SSI ONER BROOM  Ckay. So M. Tremaine
tried to discuss with you a little bit about sone of
the | essons | earned --

MR. VWHI TE:  Uh- huh.

COWM SSI ONER BROOM  -- you know, with
regards to how are you going to be able to drill
t hrough DMG Group that already do have, let's say,
acid gas already in there. Do you have -- based on

your responses back and forth, it sounds to ne that
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there's not nore like a witten docunentation as to
the process as to how Northwind is going to -- the
measures that you're going to take to make sure that
this world is not junk. 1Is there a docunentation that
really lays that out?

MR VWHITE: I'msorry. Can you repeat that?

COW SSI ONER BROOM  I's the docunentation
that | ays out the procedure to be able to incorporate

all the lessons |learned fromthe previous well to make

sure --

MR. WHI TE:  Uh- huh.

COW SSI ONER BROOM  -- that this well is not
j unked?

MR. WHITE: So, so there's not any
docunentation at the monment. In planning the drilling
activities for a Titan AG 4, drilling plans will be
devel oped that are -- the vehicle for submtting those

to the agency would be the C-102, C- 10 - C-101
application for permt to drill. So that will be a
docunment of how we plan to address those potenti al
hazard zones.

And as | nentioned, if we wll be continuing
to review the recently collected | og data from AG
nunmber 2 to see if we can better suss out exactly

where those intervals of greater risk are. And if we
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need to coordinate any slight change in casing setting
depths or anything that -- to be able to better
account for that, then we would coordinate that with
t he agenci es and make sure that an appropriate plan is
det er m ned.

COWM SSI ONER BROOM Is it your testinony
t hat anal yst pressure is going to be utilized or
consi dered?

MR WHITE: In the formof MPD?

COW SSI ONER BROOM  Uh- huh.

MR WHITE: | nean, | think I may not be the
one drilling the well. So I think ny testinony as to
what will be utilized, you know, | may not have the
ability to say, "Yes, we will utilize that."

COW SSI ONER BROOM  So woul d that be part of
the drilling prognosis that will be discussed with
NMOCD? Because there has to be a plan to make sure
that, you know, we are protecting the environnent --

MR. WHI TE:  Uh- huh.

COW SSI ONER BROOM  -- the people that are
also drilling. And fromthe previous experience, |
mean, this could be very dangerous --

MR. VWHI TE:  Uh- huh.

COW SSI ONER BROOM  -- right? So | want to

see that Northwind is conmtting, you know, to nore or
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| ess docunent the approach that they are going to
utilize to make sure they mnim ze the risk and that
needs to be nore or less discussed with the Division
for their approval. You know, | want to see sonething
| i ke that.

MR. WHITE: Yeah. And ny thoughts and ny
testinmony would be in ny interactions with Northw nd,
my suspicion is they probably would not have any
| ssues making that comm tnent and that planning and
drilling this next well. However, like | said, | my
not be the one involved with it, so.

COW SSI ONER BROOM  Okay. And then you
t al ked about the maxi mum al | owabl e operating pressure,
just based on the information that is avail abl e today
and after the Step Rate Test, that nunber is going to
be nore or | ess updated if necessary. |Is that your
testi nony?

MR. WHITE: Yeah, if necessary. Obviously,
If we see the results of injection testing that make
t hat proposed pressure not a feasible or realistic,
then yes. And that's -- | think the -- that |anguage
and that expectation is also included in NMOCDs
conditi ons of approval and gui dance.

COWM SSI ONER BROOM  So AG nunber 2 and AdG

nunber 4, which one is the main well and which one
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woul d be a redundant well or they are all main wells?

MR WHITE: Well, so | think between AG 2
and nunber 4, they're deep Siluro-Devonian wells, both
targeting simlar porosity anomalies. So I think --
ideally, | think they're run at the sanme tinme in order
to maintain their operational readiness. But | think
based on our results sinulation and hopefully
supported by operating press -- operating conditions,
t hat either one of them could be the redundant.

COWM SSI ONER BROOM  Ckay. So what is the
di stance between AG nunber 2 and AG nunber 4,
possi bly on the bottom hol es?

MR. WHITE: Fromthe two bottom hol es?

COW SSI ONER BROOM  Yeah. Fromthe -- yeah.

MR. WHITE: This is purely from nenory, but
the AG nunber 2 was devi ated approximately 1,200 feet
to the southeast. A simlar deviation is anticipated,
| think it mght be alittle Ionger for the Titan AG
4. So you're probably | ooking at, you know, 20 -- or
sonmewhere just shy of 3,000 feet.

COWM SSI ONER BROOM  Ch, 3000 feet between

t hent?

MR. WHITE: Between the two. O naybe a
little -- actually a little nore because their surface
| ocati ons are separated as well, so greater than 3,000
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feet. It's probably very conparable to the separation
di stance between the independence AG wells to the
north.

COW SSI ONER BROOM  So the reason why -- |I'm
sure probably you know where |I'm going with the
di stance between them So when those |ocations were
i dentified, was there discussion whether to nore or
| ess utilize these well separately or one is going to
be dependent or nore or |less one is going to be
redundant ?

MR. WHI TE: At this time, | don't think any
of those discussions have been had. | think it would
be, you know, ultimtely based on the reservoir
characteristics and their ability to receive gas
rat her than having sonmething prelimnary as one versus
t he ot her.

COW SSI ONER BROOM  Yeah. So let's say --
and if you can specify in your application
specifically on the sunmary side -- specifically the
di stance between them |'m nore concern about the
pressure interference, you know, in your simnulation
nodel s, you didn't show any pressure between the two
wells --

MR, WHI TE: Uh- huh.

COW SSI ONER BROOM  -- fromthe two, let's

Page 162

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



© 00 N oo o0 b~ wWw N P

N N N N NN P P P P P P PP PR
o A W N B O © 00 N O O b~ wWw N +—» O

say, scenarios that you provided. So |I don't know how
that pressure is evolving, you only showed bottom | ow
pressures, which gets to about, let's say, 9, 000. But
I f you do the calculation for what the fracture
pressure will be, you're probably around like, let's
say, 11,000 PSI, but | didn't see any pressure maps to
show the evolution of the pressure conpared to, let's
say, how you showed the CO2 or the tag gas.

MR. WHI TE: Uh-huh. Yeah. And those bottom
holes are reflective of, you know, point of injection.
You know, just l|ike, you know, where we m ght expect
t hose pressures to be the highest at the end of the
30-year sinulation.

COWM SSI ONER BROOM  Let nme run quickly to
the sinmulation side, so | can at |east check and go
home soon. You know, and you al so showed the pressure
conditions using the resistivity logs and then al so
the sonic log. On your slide 32, you know, | really
do li ke that pressure profile -- pressure profiles
based on the logs. But ny question is, which | og was
that? Which log did you use for that?

MR. WHI TE: M. Rankin, could you get nme the
slide he's referencing?

COWM SSI ONER BROOM  Slide 32.

MR WHITE: So this -- these logs are -- this
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I's an excerpt fromthat Rittenhouse publication where
he's summari zi ng pore-pressure and over-pressured
conditions based on his analysis of those data. So
this is nore generally representative of the Eastern
Del awar e Basi n.

COW SSI ONER BROOM  But not your, let's say,
information fromthe AG nunber 2, or was it 3?

MR WHITE: Well, yeah. But AG@ 2 at this
time, the application was put together, was not
drilled.

COW SSI ONER BROOM | got you. | got you.

MR. WHITE: We just recently drilled it.

COW SSI ONER BROOM | got you. | got you.

MR. WHI TE: Yeah.

COW SSI ONER BROOM | got you.

MR. WHITE: But yes. And not part of this
application, so it would be sonething else brought in
in the 11th hour, but we did just file the reservoir
eval uati on and sone of the final documents for that
wel |, that do have the prelimnary fracture gradient
anal ysis and things |ike that.

COW SSI ONER BROOM  Ckay. | got you. Now
on your slide nunber 37, you showed the averages of
the porosity perneability that were utilized on the

eight layers. |Is this a heterogeneous nodel or
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honogeneous nodel ?

MR WHITE: Wth respect to -- | nean, it's
not honogeneous. | nean, it is the -- these are the
average values for those |ayers, but that is
het er ogeneous in that it is guided by the inpedance
attributes

COWM SSI ONER BROOM  On slide 38, quick one.
So which formation are you representi ng here?

MR. WHITE: This is the nodel -- total nodel.

COW SSI ONER BROOM It includes all the
I njection zones?

MR. WHITE: That's correct.

COWM SSI ONER BROOM  And whi ch of these
target zones was taking nost of the fluid -- nopst of
the tack?

MR. WHITE: The fussman.

COWM SSI ONER BROOM  The fussman. Now on
slide 40, so you showed the two scenarios that you run
transm ssive and non-transm ssive faults. Now -- so
M. Tremai ne asks about the faults that were shown,
whet her these are transm ssive or not. You know, you
present this scenario to nore or |ess show either case
scenario, it either be the worst case scenario or nore
prom sing scenario. But, you know, | know that

geol ogi sts do have another way to cal cul ate the
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transm ssibility. So why did you not use that,
especially if you have wells within that area?

MR. WHI TE: Utimitely, it's in accordance
with the kind of end nenber conditions that are
conservative that these applications are commonly
presenti ng.

COWM SSI ONER BROOM  So you don't believe
t hat we have to use nore robust approach, like, let's
say using the shield guard ratio (ph), the shield
stavic nodels (ph) to be able to get a nore
representative for transmssibility?

MR. WHITE: No, I'mnot saying I don't -- I'm
not on board with that. But it's ultimtely, the
guestion of where do you want to be able to have --
get to both end nenbers versus are you trying to
hi story match and get to, you know, replicate the
exact, right?

COW SSI ONER BROOM  So let's use one of your
maps case -- so probably slide 41. You know, if we
coul d have superinposed the thoughts on this, you
know, could have been really great. Because your case
1 and case 2, you are predicting al nost the sane thing

MR, WHI TE: Uh- huh.

COW SSI ONER BROOM  -- and | just want to

Page 166

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



© 00 N oo o0 b~ wWw N P

N N N N NN P P P P P P PP PR
o A W N B O © 00 N O O b~ wWw N +—» O

see that superinposed on the fault, so I can nore or
| ess visualize and be able to nore or |ess ask nore
I n-depth questions on that. But it's okay. Howis
this map that you're showing us, howis it going to
change post injection?

MR. WHITE: So this would be specul ative, but
| mean, | would think, you know, in terns of acid gas
Injecting into saline fluids, there will be a buoyancy
conponents. So structure will likely exert sone
control on what this does. |In this area where we do
see the injections are dipping to the southwest, we
m ght expect that as it kind of reaches a
stabilization point, that that does nove slightly
towards the east -- northeast. But ultimtely, |
mean, that's just kind of specul ating, you know, based
on the geonetries of the reservoir.

COWM SSI ONER BROOM  So is there no
requirement with regards to post-injection nonitoring
for AG wells?

MR. WHITE: Not under the U C programin
ternms of --

COWM SSI ONER BROOM  So once the injection is
done, no nonitoring will take place after that?

MR WHITE: | nean, | think it's in -- that's

going to be in accordance with the pluggi ng and
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abandonnment procedures when these things are ready.
VWhich I'm-- when ready to be brought offline. |
think realistically, during those activities and
appropriate nonitoring plan will be in place for these
types of wells.

COW SSI ONER BROOM  Ckay. | think probably
that would be a question for OCD, since you said it's
not really a requirenent. And then | |ike the
simul ati on that was done, but | read through the
docunment. So | do know that you initialized the nodel
with 0.433 PSI per foot as a normal pressure for the
reservoir pressure, right? But aside that, and then
al so the policy perneability, you don't have any
information with regards to the initial --
initialization, how you initialize the nodel? | did
not see any relative firmin your -- let's say, in
anywhere in your docunent, | didn't see any of that.

MR. WHITE: Okay. | nean, those materials
are avail able, just not included in the package of C-
108 application and these presentation material s.

COW SSI ONER BROOM  Then |l et ne ask you,
what was the residual water saturation?

MR. WHITE: | nean, | don't have those val ues
handy at the monment. | think we could probably find

those, but it would be speculative for me to tell you
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what the residual water saturation is.

COWM SSI ONER BROOM  So on your slide 43,
like | said earlier on, you showed the injection
profile, you showed the BHP, that is the bottom hol e
pressure, you' ve shown the surface pressure, and then
al so you' ve shown the maxi mum al | owabl e pressure. But
what | do not see here is the actual reservoir
pressure.

MR. WHITE: (Crosstalk).

COW SSI ONER BROOM  So can you -- yeah. Can
you superinpose the actual reservoir pressure on this
particul ar plan?

MR. WHITE: | nean, at what point? | nean,
we can provide ultimately the outputs of the nodel. |
mean, we can provide mapped reservoir pressure, but |
mean, where woul d be the appropriate place to report
reservoir pressure, upgradient (ph)?

COW SSI ONER BROOM  No, no, no. | nean, you
run Eccles (ph), Eccles can show you what is the
average of reservoir pressure.

MR. WHI TE:  Uh- huh.

COW SSI ONER BROOM  That woul d be the
pressure for the entire nodel.

MR. WHITE: Ckay.

COWM SSI ONER BROOM  Because, you know, as |
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did the calculation, your fracture pressure, and | --
|l et me ask. What was the fracture pressure though?
VWhat was the fracture pressure?

MR. WHI TE: (Crosstalk).

COWM SSI ONER BROOM  Yeabh.

MR WHITE: So in Salt Creek A@ nunmber 2
i njections testing, which went up to 10 barrels per
m nute, we did not identify a clear fracture pressure.
And utilizing -- we didn't reach it in terns of those
data. And utilizing the dipole sonic, well, we could
show t hose curves -- or those curves are available in
the final reservoir evaluation. But if I'mrecalling
correctly, for average fracture pressures in the
Devoni an basin or Fussman, they were upwards of 0.65
PSI per foot. There was a m nimal point observed
potentially in the top of the Devonian that went down
to 0.59 according to that fracture gradient analysis.
But for this particular well, that ended up behind
casi ng.

COW SSI ONER BROOM  Yeah. Then if we did
not reach the fracture pressure, what was the purpose
of the step test in the first place?

MR WHITE: Well ultimately, | nean, the
pur pose would be to see if we can flow volunmes that we

think -- that the well is being designed for through
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the well under what we have approved as a nmaxi num
al | owabl e operating pressure.

COWM SSI ONER BROOM  So then was it nore |ike
-- you utilize that as nore like as an injection test?
More than a Step Rate Test?

MR VH TE: Well, | nmean, ultimately, we'd
|ike to do both --

COW SSI ONER BROOM  Uh- huh.

MR. WHITE: -- but eventually, you know,
wthin those limts of testing tubing, you know, we're
-- we end up getting a lot of friction for another
rate in the Step Rate Test when we start reaching 9,
10, 11 barrels per mnute. And so ultimately, the
obj ective of the test would be to try and identify
exactly what that fracture pressure is, but it doesn't
al ways happen.

COWM SSI ONER BROOM  You know, definitely, in
the future when you are presenting this, definitely I
want to see what you are show ng here, unless nmaybe
you | abel ed the pressure as a BHP, probably -- that
was a BHP at that particular well --

MR. VWHI TE:  Uh- huh.

COW SSI ONER BROOM  -- that, let's say --
but which of these wells are you showi ng for case 1

and case 2 though?
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MR. WHITE: So this would be Titan, the well
(crosstal k) --

COW SSI ONER BROOM  And that (crosstalKk).

MR. WHITE: -- subject of today.

COW SSI ONER BROOM  Ckay. So definitely, a
reservoir pressure, you know, if you go to your table,
you | ooked at -- you showed -- now on this particular
nodel , did you also include any additional wells in
t he area?

MR VWH TE: So we did not for this ultimtely
because the nearest wells are AG wells about seven
ml|les away. The one SWD well that was included in
Fault Slip probability sinmulations is even
significantly farther. So ultimately, we don't expect
to have nuch inpact on dispersion directions and -- or
anything |like that.

COWM SSI ONER BROOM  So is it your testinony
that after reviewng all the pressure profiles, the
pressure at the bottom hole -- the average of
reservoir pressure at the bottom hole did not exceed
the 0.65 PSI per (inaudible)?

MR. WHITE: That's correct.

COW SSI ONER BROOM  But it would be great if
you can show sone evidence of that, you know, to,

|l et's say, the Conm ssion. Like |I said, |I do

Page 172

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



© 00 N oo o0 b~ wWw N P

N N N N NN P P P P P P PP PR
o A W N B O © 00 N O O b~ wWw N +—» O

appreciate the sinulation that was done, but
certainly, giving nore information about how t he nodel
was set up, you know, help us to be able to fully
understand. But Chair, | yield to you. | don't want
to continue. |'m good.

COW SSI ONER RAZATOS: Thank you,
Conmmi ssi oner Broom

MR. CHANDLER: Thank you very nuch for your
testinony today and your tinme in the chair there.
Just a couple quick questions. Looking at page 110 in
the presentation, you nentioned the South Lea Federal
nunber 1, noting that it's about 1.1 mles from
proposed AGl well. It's the only one that goes down
to that sane depth into the Siluro-Devonian, it was
pl ugged in 2015. You know, in many ways, and | think
this has been nmentioned here before, that AG is also
function as a carbon capture. And we've had sone
carbon capture legislation recently in the state, and
| know there's been at | east one place in the U.S.
where there was communi cati on between carbon capture
wel | and sonme water wells.

Clearly the water wells here are, you know, |
don't know, 16,000 feet higher or sonething like that.
But how do we know that -- | nean, | guess two

guestions. One, do we anticipate, and | think we
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woul d, that the plume will reach the South Lea Federal
number 1? And then how do we know that the plugs are
sufficient to be protective?

MR VWHITE: Well, | think we ultimtely want
to review those well docunents to see what exactly was
in place there. | don't think you're going to find a
| ot of instances where a well is plugged with sone
very nodern acid resistance cenent that's going to
make you very confortable with it. But we ultimately
want to identify which wells are potentially in the
path of the plume and nake sure we have a good
under st andi ng of what's been put in there.

So we ook for -- in evaluating those wel
docunments, we | ook to see what the production history
of the well was, what was done after that. |In this
particular well, we know that it was perforated in the
Devoni an, that those perforations were squeezed and
that that interval was isolated via cenent plugs in a
cast iron bridge plug, pretty nuch directly overlying

t he Devonian. Were it was then reconpleted to the

M ssi ssi ppi an section, stranatocamaro, | think it was
the Toka and ultimately served its operational life
t here.

From t hat point, we know that rmultiple plugs

were placed in that well as it was fully conpl et ed.
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So at least fromthat perspective, we know that, you
know, this didn't just get one, what plug in a cast
iron bridge plug and then it's put to bed. W know
that the |evel of plugging was substantial. Qutside
of that, | think identifying it as a potential well
with risk to encountering the plune, having that
under st andi ng upfront and knowing it is sonething that
needs -- you know, we need to keep an eye on or is
potentially in that path, is also what we do.

And then nost recently, you know, this
particular well, as we've kind of discussed here and
t here t hroughout today, we'll have surface nonitoring
as well that kind of help to close the |oop on that.
This will be one of the four penetrating wells that is
referenced by the Division's conditions regarding
nonitoring of that well site.

MR. CHANDLER: How -- and so this -- the
South Lea Federal number 1, that will be part of the
noni tori ng progrant?

MR. VWHI TE: Yes.

MR. CHANDLER: Okay.

MR. WHITE: The four wells included in it.

MR. CHANDLER: Okay. And can you say a
little bit nore about what that nonitoring program

| ooks like with respect to this well?
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MR. WHITE: So the nonitoring program and
this is sonething that the Division has been hel pi ng
with lately, with respect to A wells, but it
ultimately invol ves around a plugged well installing
soiled CO2 flux nmonitors. And those nonitors are
positioned around the wells, ultimtely because
they're the direct conduit, should those cenent plugs
fail to the zone that's being utilized for acid gas.
And so ultimately, if there is issues with those wells
froman integrity standpoint where they are
transmtting, pass acid gas to the surface, then it
woul d be detectable in those types of nonitoring
programs or identifiable.

MR. CHANDLER: So is it the hydrogen sulfide
that would trigger an alarmand then there's a
shut down or how does that work?

MR. WHI TE: So in this case, the nonitoring
that is proposed is -- would -- or those soil nonitors
woul d be carbon di oxide. Those hydrogen sulfide
detectors are commonly utilized at gas facilities and
could al so be a conponent of that nonitoring system

MR. CHANDLER: Okay. Thank you.

COW SSI ONER RAZATOS: And that just |eaves

me. | -- Conm ssioner Bloomactually kind of hit the
questions that | had regarding the Lea Federal, so
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t hank you for that also, and thank you for your
testinmony today. M. Rankin, do you m nd bringing up,
| believe it was slide 40 and 41 or 41 and 42, which
were the plume nodel s? Nope, that's okay. |

apol ogi ze. | may have the wong nunber. Perfect.

So between these two case sinulation results,
on case nunmber 1, you stated that the approxi mate
predi cted plume would be about 1.8 mles fromthe
Titan treating a facility --

MR. WHI TE:  Uh- huh.

COW SSI ONER RAZATOS:  -- and | understood
that one. In nunber 2, the part | didn't quite catch
in the testinony is that case nunber 2 also 1.8 mles
fromthe treating facility as a plunme?

MR. WHI TE: Yeah, ultimately. And, you know,
measuring it nore precisely, it may differ, it my not
be exact. But ultimately, there -- while there are
faults in the area, they're not, you know,
significantly continuous big walls that are going to
significantly deflect which way the plune is going.

So there are faults in the area, but none of them are
particularly restricted or restrictive of flow at the
| ocation of the well.

So we see the norphol ogy or the shape of the

footprint of the plune |ooking very simlar between
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the two of them \here it does encounter w th what
M. Rankin has up show ng right now, where this
sinmul ation, which is under faults being non
transm ssive to fluids, we do see sone deflection of
the plume a little bit --

COW SSI ONER RAZATGOS:  Uh- huh.

MR WHITE: -- where it does get in in
proximty to those faults. But in general, the
| mmedi ate area doesn't really have any big walls that
woul d prevent, you know, normal Kkind of displacenent
of those gases.

COW SSI ONER RAZATOS: Okay. Thank you.
That's the only question | had.

COW SSI ONER BROOM M. Chair?

COW SSI ONER RAZATOS:  Yes, Conmi ssioner?

COW SSI ONER BROOM | do have one. So
| ooking at this and then also the faults, can you tel
us, you know, how you set the fault in your nodel ?
What was the vertical displacenent of your fault in
your nodel ?

MR. WHITE: So you can see, if you were to go

back -- M. Rankin, if you could go back to the 3D

render of the nodel. So the top layer is essentially

i nformed by -- oh, can you keep going back? So there

was one slide, | don't know what figure it is, but it
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shows a screen capture of the nodel -- the 3D -- yeah.
So you can see how the seism c data you can see kind
of faults in the area and how those seism c surfaces
are character -- show ng those faults.

COWM SSI ONER BROOM  Well, so what is the top
| ayer though, the one blue? Wat is that?

MR. WHITE: So that would be the zone one of
the nodel. So fromthe structural grid, the nodel was
just built down evenly based on those thicknesses.

COW SSI ONER BROOM  So t he Devonian -- the
Whodford is now shown here.

MR. WHITE: Yeah. This shows the top -- this
Is an -- render showing the top of the Siluro-
Devoni an. So the Wodford Devoni an interface.

COW SSI ONER BROOM  But | renenber M.
Tremai ne asked you about the lateral -- or let's say
the extent of the fault you -- and even in your
testinony you're saying that the fault does not go
t hrough the Devonian -- the Wodford, right? You said
it doesn't go to the top rock. So where does it get
to?

MR VWHITE: No, | said it doesn't displace
it. It's not offsetting strata greater than the
t hi ckness of the Wodford. So it's not --

COW SSI ONER BROOM | thought | heard that -
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- no even | read that -- and | don't want to del ay,

but essentially, based on the exchange between you and
M. Tremaine, it was nore like the fault doesn't go

t hrough the Devonian -- the Wodford. That was ny
under st andi ng. Because if you look at this, and then
you're saying that that is the top of the Devoni an,
then right there you can see the displacenent right
there. So there's a high possibility that sone of the
faults are cutting through the Wodford.

MR. WHI TE: Yeah. And that's kind of
characteristic of many of these deep faults, often go
t hrough the Wodford and die out in the M ssissippian
or sonething like that. But what -- what's critical
Is -- or one thing that we want to make sure of is
that the throw on that fault doesn't exceed the
t hi ckness of the Whodford, so that over the project
area you're not in replacing, you know, porous
Devoni an strata, you know, next to your -- offsetting
your caprock.

COW SSI ONER BROOM  But you didn't show any
testinmony to show us, in terns of vertical sense,
where there's the plume -- | think you had one pl ot
t hat was show ng the extent vertically of the plune.
Woul d that be correct? | think you had --

MR. WHITE: Yeah. There's cross-section of
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the (crosstal k).

COW SSI ONER BROOM  Yeah. There's cross-
section. So let's go to one of the cross-sections.

So definitely, you'll see the CO2, right? Assum ng
that is the top of the Devonian or which one?

MR. WHITE: (Crosstal k) zone. Uh-huh.

COWM SSI ONER BROOM  No, on the right. So
the top will be what?

MR. WHITE: The top of the injection zone
(crosstal k).

COW SSI ONER BROOM  But you see right at the
top, so | wanted to see if you can superinpose the
Wbodf ord right on there so we can see whether there is
any vertical mgration of your plunme into the Wodford
and at what point does it stop? |Is it going above the
Woodf or d?

MR VH TE: Well, | think for this particular
nodel , that wasn't incorporated intoit. W -- you
know, the Whodford itself is a, you know, wel
denonstrated in ternms of confinenment. But this
particul ar nodel did not include the overlying
Woodf or d.

COWM SSI ONER BROOM  Then you are making --
so then that is where you're confusing ne. Because

your nodel, you just built it right fromthe Devoni an
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wi t hout any caprock on top of it. And then we say
that there is a fault that can probably penetrate

t hrough the Whodford, and we want to know whet her
that's -- that tag is going to be contained or not.
But this nodel is not really showi ng. That right at
the top, you'll see that right at the Wodford

i nterface, assum ng the Whodford is there, you just
build a nodel based on the injection zone w thout any
caprock in there. So you are not show ng us the
extent of the vertical mgration of your plune. So

how does this nodel help us with contai nnent?

MR VWHITE: Well, | think the primry
obj ective of the nodel being to understand tag -- or
tag displacenment within the injection zone, | think
it's not -- it -- inthis form it doesn't consider

variabilities in the caprock, but rather relies on the
denonstrated nature of -- or the denonstrated
performance of the Whodford in the Perm an.
COWMWM SSI ONER BROOM So in this area, is
there any activity in the Wodford that you know of ?
MR WHITE: In ternms of production?
COW SSI ONER BROOM  Yeah.
MR. VWHI TE: No.
COWM SSI ONER BROOM  No. But no hori zont al

wells --
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MR. VWHI TE:  No.

COWMW SSI ONER BROOM  -- in this area? Well,
| don't know how an NMOCD | ooked at this, but | nmean,
I f you look at right on top, and it's good that the
Chair brought it up, you see right top here you have
the tag saturation, and we do have faults that can
penetrate through that. And we are not seeing how
those faults in the -- on the Whodford, how is shaping
up the plume. So | don't know how this nodel shows us
t he contai nment of the tag.

Especially right on top, you'll see that it
I's of higher saturation, you know, above 30 percent,
so I'"'mnot sure how this nodel helps us with
containment. But let nme say that in subsequent
updates, definitely you need to add a caprock to it
and show us, you know, the faults, how the plune of

the tag, you know, is responding to that of the

faults.
MR. WHI TE: Yeah.
COW SSI ONER BROOM  Thank you.
COW SSI ONER RAZATOS: Okay. It's been a
| ong one. | have no other questions, | think fromthe

Comm ssion for M. Wite. Can M. \Wite be excused
now?
MR. RANKIN: No questions for ne.
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COW SSI ONER RAZATOS: Okay.

MR. TREMAI NE:  Yes.

COWM SSI ONER RAZATGS: Excel | ent . M. Wite,
t hank you. Appreciate it. Let's take a five-m nute
break and then we'll get with the OCD. W'II|l be back
at 3:51.

(OFf the record.)

COW SSI ONER RAZATOS: Okay. We'Il get back
on the record. M. Rankin, were there any other
W t nesses that you had for today?

MR. RANKIN: We had no other w tnesses M.
Chair. So we close our case and |I'll allow for other
parties to present their cases.

COW SSI ONER RAZATQOS: Excellent. Thank you.
M. Tremai ne?

MR. TREMAI NE: Thank you, M. Chair. The
Division would call M. MIlion Gebrem chael.

COW SSI ONER RAZATOS: Excellent. M.
Gebrem chael, if you'll come up, please.

MR. GEBREM CHAEL: Yes, sir.

COW SSI ONER RAZATQOS: You can take your
(i naudi ble). Please don't forget to turn on the
m crophone. Excellent. And M. Chandler will swear
you in.

MR. CHANDLER: Pl ease rai se your right hand.
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VWHEREUPOQN,

M LLI ON GEBREM CHAEL,
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:

MR. CHANDLER: Can you state your nanme and
spel |l your nane?

MR. GEBREM CHAEL: My nane is MIIlion
Gebrem chael. Spelled MI-L-L-1-O-N.  And | ast nane
Is GE-B-R-E-MI-CH A-E-L.

MR. CHANDLER: Thank you.

COVWM SSI ONER RAZATGS: M. Germai ne, he's
been sworn in.

MR. TREMAI NE: Thank you, M. Chair,
Commi ssi oner s.

DI RECT EXAM NATI ON BY COUNSEL FOR THE DI VI SI ON
BY MR, TREMAI NE:

Q G&ood afternoon, M. Gebrem chael. M.
Gebrem chael, where do you work and what is your
position?

A | work for the Energy Mnerals and the
Nat ural Resource Departnment, as part of the group
responsi bl e oversight for the Underground Ejection
Control Programfor GO and Gas Conservati on Division.

Q And did you prepare a curriculumvitae in
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preparation for this hearing?

A Yes, | did.

Q I s that OCD Exhi bit Number 37

A Yes, sir.

Q Have you testified before the Conm ssion
bef ore?

A Yes, | did.

Q And have you been tendered and -- as -- and
admtted as an expert in the areas of petrol eum
engi neering previously by the Conm ssi on?

A  Yes.

MR. TREMAI NE: | f there's no objection, |
woul d nove adm ssion of OCD Exhibit Nunmber 3 and
tender M. Gebrem chael as an expert in the area of
petrol eum engi neeri ng.

MR. RANKIN: No objection.

COW SSI ONER RAZATOS: Okay. It -- now it
shal | be entered.

(OCD' S Exhibit 3 was marked for
i dentification.)

COW SSI ONER RAZATOS: M. Gebrem chael, can
we just have your m crophone just a little | ower so
it'll be closer to your nouth? Thank you.

BY MR. TREMAI NE

Q M. Gebrem chael, have you reviewed the
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application and subm ssion by Northwi nd related to the
Titan AG nunber 4 application?

A Yes.

Q And what is your sunmary opinion of the
application?

A  The Northwi nd M dstream Partners application
to the injection -- the tag into the Siluro-Devoni an
formation through Titan Nunber 4, is designed to
ensure safe and effective injection. The acquisition
of well -- tailored 3D seismc data for the injection
proj ect area, addresses concern regarding the presence
of faults that would be inpacted by the injection
pressure and then lead to the induced seismcity.

Addi tionally, Northw nd's proposed use of
managed pressure drilling will significantly reduce
the likelihood of the weather under bal ance or over
bal ance conditions while drilling. Constructing the
well with premum H2S, CO2 resistant cenent and
strings will ensure that the well will inject safe in
an efficient manner.

Q M. Gebremchael, were there -- did OCD have
any concerns with the application and the proposed
| ocati on and depth of the proposed A well the Titan
nunber 47

A Yes. Part of our concern was addressed
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during the testinony, but the plunme nodel constructed
by Northwind for Salt Creek AG nunber 2, covers an
area of 138 acres, while the resultant plunme expansion
for both Salty Creek A@ nunber 2 and the Titan AG
nunber 4, is estimated to be 5.22 square mles, which
Is e equivalent to 3,328 acres.

The 24-fold expansion of the plunme upon
addi ng the new subject well requires a detail ed
expl anation, but I amafraid it was expl ai ned
adequately. Furthernore, there are four plagued wells
t hat penetrate the Devonian or the injection zone of
t he subject well. These wells are |ocated between 1
to 2 mles fromthe bottom hole subject well were
constructed and abandoned using non H2S and then non
CO2 resistant strings and cenent. So OCD believes
that the tag eventually would m grate through those
wells. So as a condition of approval, OCD w ||
require Northwind to regularly nonitor those wells for
any presence of tag plunme at the surface.

Al so, the OCD would |ike themto integrate
those into their H2S contingency plan. Both the
Nort hwi nd, also the owners of the abandoned wells, it
has to be integrated in their H2S conti ngency pl an.

Q Thank you. M. Gebrem chael, did you prepare
OCD Exhi bit Nunmber 1, a summary of USC Class Il acid
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gas injection wells?

A Yes, | did.

Q And what was the purpose of preparing OCD s
Exhi bit Nunmber 17

A Well, the purpose is it reflects -- it
mrrors what the Northw nd expert expl ained, the
timeline between the wells to avoid any confusion with

t he sequence of nunerical nunmbers, AG 1, AG 2, AdG

3. Basically, A 3 is AG -- the abandoned AGQ
nunmber 1 once got abandoned. So they had to drill AGQ
number 3, 120 feet away from the abandoned well, so

t hey have to change the nanme to AG nunber 3.

So the reason we prepared that tineline is to
clarify to the Conm ssion, which well is plugged and
abandoned, which is AG nunber 1, and then which well
is actively injecting, which is AG nunber 3, which is
t he Del aware Mountain Goup 1, right. Wich is the
shal | onest one. And then AG@ nunmber 2, just got -- it
went through the MT and then it just got conpl et ed.
And then AG Titan nunber 4, is the subject we're
di scussing, and then the authority to inject hasn't
been granted yet. So the whole purpose is to clarify
to the Conm ssion what those sequence nunbers are.

Q M. Gebrem chael, you heard the testinony
earlier today of M. David White. |Is there any part
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of his testinmony or explanation that needs to be
clarified or -- in ternms of what you just explained or
any other content on that slide that you need to bring
to the attention of the Conm ssion?

A Yeah. There are quite a few of them For
I nstance, the one that was requested by the Comm ssion
Member, Dr. Ampomah, is the nature of the fault nunber
9 that we discussed. We -- OCD would like to know the
full nature of that fault in terns of its extent, in
ternms of its orientation, to address the question,
whet her it cuts through the Whodford or not. W
really need to know a full detail nature of that
faul t.

Q OCkay. Thank you for that, M. Gebremn chael.
| think I asked a poorly constructed question. In
terns of the tineline and understandi ng of the process
of the permtting of these wells, the content of OCD
Exhi bit Nunmber 1, do you have any discrepancies

bet ween your understandi ng and what was presented

earlier?
A No.
Q Do we need to go over that?
A No.
Q ay.
A Sorry.
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Q Thank you. Did you also prepare for this
exhibit OCD -- or for this hearing OCD Exhi bit Number
27?

A Yes.

Q And what is the content of OCD Exhi bit Nunber
27

A Well, the content nunber 2 is the condition
of approval for A wells. The Conmm ssion is aware of
our regular condition of approvals for AG wells.
Except for this subject well, we added three new
condi tions, which are condition nunber 3. Condition
nunber 3 is about the assignnent of the maxi mum
surface injection pressure will be determ ned after
t he operator conducts a Step Rate Test. And then we
al so going to subtract at 10 percent of safety factor
as depicted in the Step Rate Test graph pressure
versus rate.

So the other also we added is also the
injection rate will be depending on the outcone of the
Step Rate pressure. So if you go to the graph, once
you | ocate the pressure, the corresponding rate is
going to be the maxi muminjection rate. If you would

like me to clarify this. Wat | meant is the operator

Is requesting a 28.8 mllion per day, right? However,
It will be determ ned based on the Step Rate Test.
Page 191

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

Once you find your fracture gradient determ ne the
maxi mum pressure, the corresponding rate is going to
be the rate.

Q So, M. Gebremichael, let ne clarify for a
second. So the Exhibit Nunmber 2, in general, are
condi tions of approval that OCD has recomended before
and that the Comm ssion has reviewed before in prior
AG applications, correct?

A Exact|y.

Q GCkay. And condition nunmber 3, as you j ust
outlined, that's a new condition, and you j ust
expl ai ned that, correct?

A Yes, Sir.

Q OCkay. Are there -- is condition nunber 11 is
that a new condition?

A It is a new condition given the situation
that we have a shallower well, the AG Nunmber 3, which
Is injecting into a Del aware Muntain G oup. And
al so, we have a subject well, that goes through the
Del aware Mountain Goup. So the subject well wll be
subjected by that active injections zone at the
Del aware Mountain Goup, and then OCD is recommendi ng
that part of the well covered with corrosion
resi stance alloys and then corrosion resistance

cenent.
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Q Okay. Thank you. Are there any other -- |
beli eve you referenced three. What's the other new or
nodi fied condition?

A Well, there is condition nunmber 13 as well.

Q Could you please explain that one for the
Comm ssi on?

A So the condition nunmber 13 is given the
nature of the project area. As we nentioned earlier,
we have four plugged wells. And then the Conm ssion -
- the Division is requesting that a surface nonitoring
of CO2, H2S being deployed, and then also this
procedure integrated in their H2S conti ngency
pl at f or m

Q OCkay. M. Gebrem chael, | believe that you
heard -- woul d've heard earlier today the discussion
of the party's agreenent to nodify the nonitoring plan
and condition nunber 18. In terns of the rate —
actually, | should split those up. So | believe, did
you hear the testinmony or discussion about nodifying
t he placenent of additional surface nonitoring?

A Yes, | did. And then we concur with that
I ncreasing the frequency of updating the plunme nodel.
Traditionally, we have it every five years, but given
the situation in lieu of having a nonitoring well by

updating the plunme nodel every two years, would help
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us to nonitor the plunme gross.
Q Geat. Thank you. So that's in respect to
condi ti on nunber 18 nodification?
A Yes.
Q And does OCD have any concerns with the
pl acenent of an -- any additional surface nonitoring
equi pnmrent at the water wells that were discussed
earlier?
A No, we don't. We don't. It an abundance of
precaution and then we agree with that one.
Q OCkay. |Is there anything else in OCDs
condi tions of approval, OCD Exhibit Nunmber 2, that you
need to bring to the attention of the Comm ssion?
A No.
MR. TREMAINE: Ckay. At this tinme, M.
Chair, | would nmove adm ssion of OCD Exhi bit Number 1
and OCD Exhi bit Nunber 2.
COW SSI ONER RAZATOS: M. Ranki n?
MR. RANKIN:. No objection.
COW SSI ONER RAZAT(OS: Okay. It shall be
adm tt ed.
(OCD S Exhibits 1 and 2 was marked for
I dentification.)
MR. TREMAINE: One nonment, M. Chair.
BY MR. TREMAI NE:
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Q M. Gebrem chael, what -- when you review an
application such as the AG application for the Titan
AG nunmber 4, what standard of review do you apply and
what -- in your role, what are you evaluating the
application for?

A So we review the application that it
protects, you know, the correlative rights and then
protects, you know, health and property, and then the
natural resources. Those are the standards that we
put .

Q Okay. And we've tal ked through the exhibits
already. In OCD Exhibit Nunber 2., so you -- and
t hose have been admtted. Do you believe that the --
after your review, the content of the application and
i ncl udi ng the conditions of approval listed in OCD
Exhi bit Nunmber 2 that an order and permt wll be

protective of correlative rights, public health in the

envi ronment, including underground sources of drinking
wat er ?
A Yes.

MR. TREMAINE: And those are ny questions in
direct. Nothing further.

COW SSI ONER RAZATOS: Excellent. M.
Ranki n?

MR. RANKIN: | have no questions of M.
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Gebrem chael .

COW SSI ONER RAZATOS: Ckay. Thank you.
Comm ssi oners?

COW SSI ONER AMPOMAH: M. Chair, | do have a
few. Thank you so much for your testinony. So | just
want to start with the condition nunmber 3. And you've
explained to us with regards to after the Step Rate
Test, you're going to make that is when the maxi mum
surface injection pressure, and even the rate i s going
to be nore or less settled. Not necessarily what is
bei ng proposed today.

MR. GEBREM CHAEL: Yes, sir.

COW SSI ONER AMPOVMAH:  Now based on M.
VWhite's testinmony, he tal ked about the -- just the
well that they just drilled, right? Wen they did a
Step Rate Test, they did not get to the fracture
pressure. So when that instance happens --

MR. GEBREM CHAEL: \What we --

COW SSI ONER AMPOMAH: - - what happens to
nunmber 37

MR. GEBREM CHAEL: Yeah. So what we did with
Salt Creek nunber 2 is it does happen sonetinmes. You
could reach a maxi num pressure and then you don't
notice the breakdown of the formation. So what we did

Is we asked themto provide us with a poisons ratio.
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Based on the poisons ratio, and then offsetting well
fracture grading in the past. Actually, the Salt
Creek AG nunber 2, the fractured gradient was in par
with the historical offsetting wells and then it agree
also with the poisonous ratio. So 0.67 is an
acceptabl e fracture gradient.

So what makes it different to this one is, so
now once you have that fracture gradient and then you
cal cul ate your maxi mum pressure, the correspondi ng
rate on the X axis is going to be your rate. And then
our experience from AG nunber 2 -- Salt Creek nunber
2, is that rate is actually, is even higher than what
t hey are requesting.

COW SSI ONER AMPOMAH:  There's nore room
t here, okay.

MR. GEBREM CHAEL: There's nore roomthere to
wiggle. That's why we take that 10 percent safety
factor. You know we deducted 10 percent safety factor
al ways.

COW SSI ONER AMPOVAH: Ckay. So you -- |
beli eve you reviewed the nodel. Do you believe this
nodel is sufficient, you know, to be able to answer
gquestions like the faults --

MR. GEBREM CHAEL.: Faul ts.

COW SSI ONER AMPOMAH:  -- the plunme novenent,
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and nore or |less |like the contai nment?

MR. GEBREM CHAEL: | do agree with your
assessnment, M. Conm ssioner, in terns of including
t he Whodford or integrating in part of the nodel. The
reason why we ask that fault nunber 9 that we
mentioned, is we really want to know t he extent, you
know, its orientation, its |engths, whether it's
sealed fault or an open fault. |If we know the extent
of that fault, we would have a good idea whether it's
going to cut through the 370 feet of Wodford
confining or not. So that was the question that we
asked. So in the future, it would be prudent to add
the confining zone part of the nodeling.

COW SSI ONER AMPOMAH: Okay. So is your
testinony that for today it is not a concern, but we
can push it to next two years when they do the update
on the nodel ?

MR. GEBREM CHAEL: Yes, | would. [It's not a
concern because of what we have seen with Salt Creek
nunber 2, other AG wells. W believe the Whodford
provides sufficient, but that changes with your 3D
seismcity. Wen new 3D seismcs cone, and then they
identify new faults, you really want to | earn the
nature of those faults. And this scenario, the

question that we posed, OCD would like to really know
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the nature of that fault.

COW SSI ONER AMPOMAH: Okay. So | went back
and forth with M. VWhite about the plune extent, you
know, that he showed with transm ssive and the non-
transm ssive faults. Now this is at the end of 30
years, but it's generally a concern, you know, like in
ternms of the nonitoring. So as part of the AGQ s,
NMOCD doesn't require the nonitoring post injection.

MR. GEBREM CHAEL: Yeah. That -- basically,
a post injection to us is when they cease injecting
the well is being plugged and abandoned.

COVM SSI ONER AMPOVAH: But, you know, in the
nodel, it's not shown when the tag is going to stop
novi ng even after the injection.

MR. GEBREM CHAEL: It doesn't. That is
sonething we really need to inplenent in our future
requi renments, yeah.

COW SSI ONER AMPOMAH: So woul d you -- is
this something that you're nore or less telling the
Comm ssion that you're going to look into it?

MR. GEBREM CHAEL: Yes. Qur understanding in
t he past was the, you know, tagging and abandoni ng the
wel | woul d sequester it and then stop it noving. But
It's sonmething that we can consider, yeabh.

COW SSI ONER AMPOMAH:  Ckay. And then | will
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al so suggest that in future applications, at |east,
they have -- let's say you plug the well at the end of
the injection, but the plune, they need to show us
when is the plunme going to stop? You know, because if
the plume is still nmoving after, let's say, you've
shut the well and everything is all, let's say,

pl ugged, where is that plume going? Is it --

MR. GEBREM CHAEL: Yes. Even the nature of
the CO2 buoyancy nature, it's not going to be an easy
fit, but it's sonmething that we could ask the
operators and then the Division to conme up with sone
ki nd of nmonitoring and post injection, yeah.

COW SSI ONER AMPOMAH: Ckay. Thank you, sir.
Thank you.

MR. GEBREM CHAEL: Yeah.

COW SSI ONER RAZATOS: Thank you,
Comm ssi oner. Conmm ssioner Bl oonf?

COW SSI ONER BROOM  No questions. Thank
you.

COW SSI ONER RAZATOS: Okay. Thank you,
Comm ssi oner . M. Gebrem chael, just so, |ike, the
Comm ssi on understands, just to solidify it. Wth the
proposed injection rates and with the conponents of --
that the OCD has put into place to make sure that this

wor ks out, you think that public safety is nmaintained
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-- correlative rights are maintained, that this nodel
w Il suffice and provide what this Conm ssion would be

concerned with from now and potentially into the

future?

MR. GEBREM CHAEL: Yes.

COW SSI ONER RAZATOS: COkay. That's my only
guestion as well. There's no other -- M. Tremnine,

no ot her questions. M. Rankin?

MR. RANKIN: No. | appreciate the
opportunity.

COW SSI ONER RAZATOS: Excellent. May M.
Gebrem chael be excused?

MR. TREMAI NE: Yes.

COW SSI ONER RAZATOS: Ckay. Excellent. So
now Conm ssi oners, we just need to decide what we want
to do, correct? You may step down. Sorry, M.
Gebrem chael, ny apol ogies. Ckay. Conm ssioners, |
guess, do we -- the questionis, is there a notion to
approve the way it was provided to us? And if so, can
| get a nmotion for it?

COW SSI ONER BROOM M. Chair, | nove to
approve the permt in this case.

COW SSI ONER RAZATOS: Okay.

COW SSI ONER AMPOMAH: M. Chair, | second.

COW SSI ONER RAZATOS: Okay. So the permt
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w Il be approved with the conditions that were set out
by the OCD. M. Trenni ne?

MR. TREMAINE: Point of information. | think
the Comm ssion may want to consider a notion to
approve with the conditions, but as -- but with
condi ti on nunber eight, nodified to reflect a two-year
nodel i ng. We have not during the day nodified
condi tion nunber 18 as far as the subm ssion and
that's the five years. The agreenent of the other
parties was to nodify condition nunber 18 to refl ect
t he two-year nodeling period.

COW SSI ONER RAZATOS: MWy apol ogies. |
t hought we did that this norning. So okay. Wth
nodi fied -- we can nmodify in nunber 8 or nunmber 187

MR. TREMAI NE: Ei ght een.

COW SSI ONER RAZATOS:  Ckay.

MR. TREMAINE: | may have m sunderstood. |
just wanted to be clear for the record, M. Chair.
Because when you referenced the exhibit as submtted,
It still says five years.

COW SSI ONER RAZATOS: Ckay. So with the
nodi fication for nunber 18, so we wll do with -- what
the OCD submtted with the nodification for nunber 18
to two years instead of five years. Just to nake sure

that we're all on the sane page. M. Termaine, did |
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say that correctly?

MR. TREMAINE: | believe so.

COW SSI ONER RAZATOS: Okay. M. Rankin, you
agree?

MR. RANKIN: | do.

COW SSI ONER RAZATOS: Okay. Comm ssioners?

MR. CHANDLER: M. Chair, |I'mwondering if we
want to see a draft order and then perhaps approve it
at the next neeting and sign after? O perhaps trying
to think of another way to do this -- to finish the
busi ness today. Perhaps an order is drafted and we
review. Sheila could typically send it to us to sign,
If we want to do it that way. |'mnot quite sure what
your preference is.

COW SSI ONER RAZATOS:  Suggestion fromthe
parties.

MR. RANKIN: Well, in the old days M. Chair,
we woul d draft a proposed order for the Comm ssion to
consider after sharing it with the parties and getting
their input. And in order to facilitate the work of
t he Conm ssion and Cormmi ssion Council, I'mnore than
happy to work with M. Trenmai ne and get a draft
proposed order submitted in advance of the next
conmm ssion neeting so that the Comm ssion may consi der

t he proposed order and adopt -- or adopt with
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nodi fications at the next regular schedul ed
meet i ng.

COW SSI ONER RAZATOS: Thank you.
Tremai ne?

MR. TREMAI NE: We concur.

comm SSi on

M .

COW SSI ONER RAZATOS: Okay. Excellent. M.

Rankin, if you don't m nd doing that, that woul d be

great. D d you want us -- did you want the

Conmm ssi on

to hear it at the April 7th at the begi nning of that

or -- because then there is no other April ones, it

woul d go out to May, so it depends. | want

make sure we solidify that.

to just

MR. RANKIN: Yeah. | know. | guess --

COW SSI ONER RAZATOS: And you're
April 7th one as well?

MR. RANKIN: | am There's a | ot
bet ween now and t hen.

COW SSI ONER RAZATOS:  No stress.

MR. RANKI N:  Yeabh. | wonder, you
Is a second week in April.

COVM SSI ONER RAZATOS: |' m happy t

in the

goi ng on

know, there

o tack it

onto the second week as well, if you want the

begi nni ng of the second week in April.
MR. RANKIN:. And |'m sure the -- |

Nort hwi nd woul dn't m nd have an order sooner

‘m sure

t han
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|l ater. And so | -- if possible, just to give a little
bit of breathing roomif we would be authorized or
permtted to submt a draft proposal order in advance
for consideration during one of the nornings of the
April 21st week of the Commi ssion's neeting --

COW SSI ONER RAZATOS: M. - -

MR. RANKIN. -- (crosstalk) ideal.

COW SSI ONER RAZATOS: M. Trenmi ne?

MR. TREMAI NE: No objection.

COW SSI ONER RAZATOS: So let's do it for
t hat Monday the 21st. W can start it off -- we'll
consider this one right off the that.

MR. RANKIN: | appreciate the consideration.
Thank you.

COW SSI ONER RAZATOS: No problem | realize
you have a | ot on your plate right at the nonent, so.
If there's nothing else for this particular case, M.
Tremai ne, you had the finger on the button, so I'm
j ust | ooki ng.

MR. TREMAI NE: Not hing el se.

COW SSI ONER RAZAT(OS: Okay. M. Rankin?

MR. RANKI N: Appreciate the Comm ssion's
attention and engagenent in this case and
consi deration of the application, and we | ook forward

to getting you guys a draft proposed order.
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COW SSI ONER RAZATOS: Excellent. Thank you.
Okay. So we're done with that part of this neeting.
There's no -- M. Chandler, is there any pendi ng
litigation right at the nonment?

MR. CHANDLER: No.

COW SSI ONER RAZATOS: Okay. There's no
ot her business. Qur next neeting is April the 7th
t hrough the 11th of 2025. So if there's nothing el se
to bring up, this neeting is adjourned for today.
Thank you, everybody. W appreciate it. Have a good
rest of the day. And those on the platform we thank
you as well.

(Wher eupon, the proceedi ng was concl uded.)
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