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STATE OF NEW MEXI CO

ENERGY, M NERAL AND NATURAL RESOURCES DEPARTMENT

O L CONSERVATI ON DI VI SI ON

CONSI DERI NG
Case Nos.

I N THE MATTER OF THE HEARI NG
CALLED BY THE O L CONSERVATI ON
DI VI SION FOR THE PURPOSE OF

21489, 21490, 21491,

22871, 22872, 23174,
23090, 23091, 22813,
22084, 22114, 22115,
21481, 21683, 21685,
22496, 22497, 22498,
22502, 22503, 22504,
22913, 22914, 22915,
22989, 22990, 22991,
21362, 21363, 21364,
22276, 22277, 22423,
22426, 22429, 22430,
22433, 22434, 22600,
22603, 22641, 22642,
22879, 22880, 23175,
23178, 23179, 23180,
23183, 23184, 23185,
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23206, 23207,
23212, 23213,
23217

23188, 23189, 23190,
23193, 23194, 23195,
23198, 23203, 23204,
23209, 23210, 23211,
23214, 23215, 23216,

DATE:

T ME:
BEFORE:
LOCATI ON:

VI DEOCONFERENCE HEARI NG
Thursday, December 1, 2022
9:15 a. m
Hearing Officer Bill Brancard

Remot e Proceeding

Santa Fe, NM 87501
REPORTED BY: Dana Fulton, Notary Public
JOB NO. : 5566886
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APPEARANCES
ON BEHALF OF O L CONSERVATI ON DI VI SI ON:
JOHN GARCI A
DYLAN ROSE- COSS
DEAN MCCLURE

Energy, M nerals and Natural Resources Depart nment

O | Conservation Division

1220 South Street Francis Drive
Santa Fe, NM 87505

dyl anh. rose-coss@t ate. nm us

dean. nccl ure@t ate. nm us

ON BEHALF OF MEVBOURNE O L COWVPANY:
DANA HARDY, ESQUI RE
Hi nkl e Shanor LLP
P. O Box 0268
Santa FE, NM 87504

JI M BRUCE, ESQUI RE

Janmes Bruce, Attorney at Law
P. 0. Box 1056

Santa Fe, NM 87504

j amesbruc@ol . com
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APPEARANCES (Cont’
ON BEHALF OF MATADOR PRODUCTI ON COMPANY:
M CHAEL FELDEWERT, ESQUI RE
PAULA VANCE, ESQUI RE
Hol | and and Hart
110 North Guadal upe, Suite 1
Santa Fe, NM 87501

DARI N SAVAGE, ESQUI RE
Abadi e & Schill

214 McKenzie Street
Santa Fe, NM 87501

ON BEHALF OF PRI DE ENERGY/ PASKEN Ol L AND RANCH/

HEADI NGTON ROYALTY:
SHARON SHAHEEN, ESQUI RE
Mont gomery & Andrews Law Firm
325 Paseo De Peralta
Santa Fe, NM 87501

ON BEHALF OF APACHE COMPANY and AVANT OPERATI NG:

DEANA BENNETT, ESQUI RE

Modr all Sperling Roehl Harris & Sisk PA

d)

500 4th Street, NW Suite 1000
Al buguer que, NM 87102
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APPEARANCES (Cont'd)
ON BEHALF OF COLGATE OPERATI NG
DEANA BENNETT, ESQUI RE
Modral |l Sperling Roehl Harris & Sisk PA
500 4th Street, NW Suite 1000
Al buquer que, NM 87102

SHARON SHAHEEN, ESQUI RE

Mont gonery & Andrews Law Firm
325 Paseo De Peralta

Santa Fe, NM 87501

ON BEHALF OF EOG RESOURCES:
ERNEST L. PADI LLA, ESQUI RE
Padilla Law Firm P. A
1512 South St. Francis Drive
Santa Fe, NM 87505

ON BEHALF OF JALAPENO CORPORATI ON/ YATES ENERGY CORP. :

MATTHEW BECK, ESQUI RE

Pei fer, Hanson, Millins & Baker, P.A
P. O. Box 25245

Al buquer que, NM 87125-5245
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APPEARANTCES (Cont'd)

ON BEHALF OF EOG RESOURCES:
JAMES PARROT, ESQUI RE
Beatty & Wozni ak, P.C.
500 Don Gaspar Avenue
Santa Fe, NM 87505

MI CHAEL FELDEWERT, ESQUI RE
Hol | and and Har't

110 North Guadal upe, Suite 1

Santa Fe, NM 87501

ON BEHALF OF EGL RESOURCES:
ERNEST L. PADILLA, ESQUI RE
Padilla Law Firm, P.A.

1512 South St. Francis Drive

Santa Fe, NM 87505

ON BEHALF OF ClI MERAX ENERGY COMPANY:

DARI N SAVAGE, ESQUI RE
Abadie & Schill

214 McKenzie Street
Santa Fe, NM 87501
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ON BEHALF OF COG RESOURCES/ CONOCO PHI LLI PS:

ELI ZABETH RYAN, ESQUI RE

Ryan Law Firm, P.C.

400 East Coll ege Boulevard, Suite C
P.O. Box 1612

Roswel |, NM 88202

ON BEHALF OF EARTHSTONE OPERATI NG:
DANA HARDY, ESQUI RE
Hi nkl e Shanor LLP
P.O. Box 0268
Santa FE, NM 87504

ON BEHALF OF MARATHON Ol L PERM AN, LLC:
DEANA BENNETT, ESQUI RE

Modrall Sperling Roehl Harris & Sisk PA

500 4th Street, NW Suite 1000

Al buquer que, NM 87102
ON BEHALF OF XTO ENERGY, | NC.:
MI CHAEL FELDEWERT, ESQUI RE
Hol | and and Hart
110 North Guadal upe, Suite 1
Santa Fe, NM 87501
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APPEARANCES (Cont'd)
ON BEHALF OF DEVON ENERGY PRODUCTI ON COVPANY:
DARI N SAVAGE, ESQUI RE
Abadi e & Schill
214 McKenzie Street
Santa Fe, NM 87501

ON BEHALF OF SI LVERBACK OPERATING I'l, LLC
BEN HOLLI DAY, ESQUI RE
Hol | i day Energy Law G oup
4040 Broadway, Suite 350
San Antonio, TX 78209

ON BEHALF OF MRC DELAWARE RESOURCES, LLC/ CHEVRON USA,

I NC. :
ADAM RANKI N, ESQUI RE
Hol | and and Hart
110 North Guadal upe, Suite 1
Santa Fe, NM 87501

ON BEHALF OF STEWARD ENERGY:
JACKI E MCLEAN, ESQUI RE
Hi nkl e Shanor LLP
P. O. Box 0268
Santa FE, NM 87504
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APPEARANCES (Cont'd)

ON BEHALF OF ADVANCE ENERGY PARTNERS/ SPUR ENERGY

PARTNERS:
DANA HARDY, ESQUI RE
Hi nkl e Shanor LLP
P. 0. Box 0268
Santa FE, NM 87504

ON BEHALF OF OXY USA, I NC.:
DALVA MOELLENBERG, ESQUI RE
Gal | agher and Kennedy
1239 Paseo de Peralta
Santa Fe, NM 87501

PAULA VANCE, ESQUI RE

Hol | and and Hart

110 North Guadal upe, Suite 1
Santa Fe, NM 87501

ON BEHALF OF WPX ENERGY PERM AN/ REDWOOD OPERATI NG

LLC:
PAULA VANCE, ESQUI RE

Hol | and and Hart
110 North Guadal upe, Suite 1
Santa Fe, NM 87501
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A PPEARANTCES (Cont'd)
ON BEHALF OF KAI SER-FRANCIS Ol L COMPANY:
JI' M BRUCE, ESQUI RE
James Bruce, Attorney at Law
P.O. Box 1056
Santa Fe, NM 87504

j amesbruc@ol.com

ALSO PRESENT:
Kristina Fairman, Owner in |Iltem 79

Amber Del ach, Landman in |Item 83
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EXHI BI TS

NO. DESCRI PTI ON | D/ EVD
ltenms 66-69:
Exhi bits Addi tional Exhibits 53/ 54
(Exhi bits retained by counsel.)
NO. DESCRI PTI ON | D/ EVD
ltem 70-71:
Exhi bits Suppl ement al Exhi bits 55/ 55
(Exhi bits retained by counsel.)
NO. DESCRI PTI ON | D/ EVD
ltem 72:
Exhibit A Landman's Sel f-Affirmed
St at ement 58/ 65
Exhibit Al Landman' s Resunme 58/ 65
Exhi bit A2 Application and Notice 58/ 65
Exhi bit A3 Locati on Map 58/ 65
Exhibit A4 C-102s 58/ 65
Exhi bit A5 Map of Proposed Spacing Unit 59/65
Exhi bit A6 Pl at 59/ 65
Exhi bit A7 Proof of Notice 60/ 65
Exhi bit A8 Proof of Publication 60/ 65
Exhi bit A9 Sanmpl e Well Proposal Letter
with AFE 60/ 65
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EXHI BI TS (Cont'd)
NO. DESCRI PTI ON | D/ EVD
ltem 72 (cont'd):
Exhi bit Al10 Chronol ogy of Contacts 60/ 65
Exhi bit B Geol ogist's Self-Affirnmed

St at enment 61/ 65
Exhi bit Bl Geol ogi st' s Resune 61/ 65
Exhi bit B2 Base Map 61/ 65
Exhi bit B3 Structure Map 61/ 65
Exhi bit B4 Structural Cross-Section 61/ 65
Exhi bit B5 Gun Bal e Di agram 61/ 65
Exhibit C Notice Affidavit 61/ 65
Exhibit C1 Contacts, Green Cards, and

Communi cation Efforts 61/ 65
Exhibit C2 Notice by Publication 61/ 65

(Exhi bits retained by counsel.)
NO. DESCRI PTI ON | D/ EVD
ltems 75 and 75:
Exhi bits Suppl emental Exhi bits 72/ 72

(Exhi bits retained by counsel.)
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EXHI BI TS (Cont'd)
NO. DESCRI PTI ON | D/ EVD
ltems 76 and 77:
Exhi bit A3 Pl at of Tracts, Ownership 741 77

| nterest, and Uncomm tt ed

I nterest to be Pool ed
Exhi bit A4 Wel | Proposal 75177
Exhi bit B Notice Affidavit 75177

(Exhi bits retained by counsel.)

NO. DESCRI PTI ON | D/ EVD
|tem 78:
Exhibit A Land Prof essional s’

Testinmony and Rel ated Land

Exhi bits 78/ 81
Exhi bit B Location Map, Structure Map,

Barrel Schematic, and

Cross-Section of Interval of

| nt er est 78/ 81
Exhi bit C Noti ce Testi nony 79/ 81

(Exhi bits retained by counsel.)
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NO.
ltem 79:
Exhi bi t

Exhi bi t
Exhi bi t

NO.

Item 80:
Exhi bi t
Exhi bi t
Exhi bi t
Exhi bi t
Exhi bi t

Exhi bi t
Exhi bi t

Exhi bi t

Exhi bi t
Exhi bi t

A

B
C

A
B
C
C1
C2

D

E
F

EXHI BI TS (Cont'd)
DESCRI PTI ON | D/ EVD

Land Professional's Testinony

and Rel ated Exhibits 85/ 87
Geol ogy Testi nony 86/ 87
Noti ce Testi nony 86/ 87

(Exhi bits retained by counsel.)

DESCRI PTI ON | D/ EVD

Compul sory Pooling Checklist 92/96
Application 92/ 96
Land Negotiator's Affidavit 92/ 96
C- 102 92/ 96
Land Pl at and Ownership

| nt er est 92/ 96
Wel | Proposal and AFE 92/ 96
Contact Information with

| nt erest Owners 92/ 96
Geol ogy Affidavits and

Exhi bits 92/ 96
Notices to Interest Hol ders 93/ 96
Proof of Publication 93/ 96

(Exhi bits retained by counsel.)
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NO. DESCRI PTI ON | D/ EVD
ltem 81:
Exhibit C1 C-102 99/ 101
Exhi bit C2 Land Tract Map and Ownership

Schedul e 99/ 101
Exhi bit C3 Sanpl e Well Proposal Letter

And AFE 99/ 101
Exhi bit C4 Chronol ogy of Contacts 99/ 101
Exhi bit D1 Locator and Structure Maps 99/ 101
Exhi bit D2 Wol f canp Cross-Section Map 99/ 101
Exhi bit D3 Wol f canp Cross-Section 99/ 101
Exhibit E Self-Affirmed Statenment of

Notice with Sanple Letters 99/ 101
Exhibit F Notice of Publication 99/101

(Exhi bits retained by counsel.)
NO. DESCRI PTI ON | D/ EVD
ltem 82:
Exhi bit C1 Letter from Pecos O and

Gas, LLC 102/ 106
Exhi bit C2 C-102s 102/ 106
Exhi bit C3 Land Tract Map and Ownership

Schedul e 102/ 106
Exhi bit C4 Sanmpl e Well Proposal Letter

and AFEs 102/ 106
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EXHI BI TS (Cont'd)
NO. DESCRI PTI ON | D/ EVD
ltem 82 (Cont'd):
Exhi bit C5 Chronol ogy of Contacts 102/ 106
Exhi bit D1 Locat or Map 102/ 106
Exhi bit D2 Acreage Position Map 102/ 106
Exhi bit D3 Proj ect Area and Subsea

Structure Map 102/ 106
Exhi bit D4 Cross- Section Map and

Stratigraphic Cross-Section 102/ 106
Exhi bit E Sel f-Affirmed Statenment of

Notice with Sanple Letters 102/ 106
Exhibit F Notice of Publication 103/ 106

(Exhi bits retained by counsel.)
NO. DESCRI PTI ON | D/ EVD
Item 83:
Exhibit C1 C-102s 108/ 111
Exhi bit C2 Land Tract Map and Ownership

Schedul e 108/ 111
Exhi bit C3 Sanpl e Well Proposal Letter

and AFEs 108/ 111
Exhi bit C4 Chronol ogy of Contacts 108/ 111
Exhi bit D1 Locat or Map 108/ 111
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NO.

E X HI

BI TS (Cont'd)

DESCRI PTI ON

ltem 83 (Cont'd):

Exhi bi t
Exhi bi t
Exhi bi t
Exhi bi t

Exhi bi t

NO.

ltem 84:
Exhi bi t
Exhi bi t
Exhi bi t
Exhi bi t

Exhi bi t

Exhi bi t

D2
D3
D4
E

F

E

F

Subsea Structure Map

Struct ur al

Stratigraphic Cross-Section

Sel f-Affirmed Statenent

Notice with Sanple Letters

Noti ce of Publication

(Exhi bits retained by counsel.)

DESCRI PTI ON

Ext ensi on Applications

Ori gi nal

Orders

Landman' s Affidavit

Ori gi nal

Noti ce List for

Pr evi ous Cases

Sel f-Affirnmed Statenent

Notice with Sanple Letters

Noti ce of Publication

(Exhi bits retained by counsel.)

Cross-Section Map

of

of

| D/ EVD

108/ 111

108/ 111

108/ 111

109/ 111

109/ 111

| D/ EVD

113/ 115

113/ 115

113/ 115

114/ 115

114/ 115
114/ 115
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EXHI BI TS (Cont'd)
NO. DESCRI PTI ON | D/ EVD
Items 85 and 86:
Exhi bit A Land PI at 117/ 126
Exhi bit B C-102s 117/ 126
Exhibit 3 Lee Lindman's Verified

Statement with Structure

Maps, |sopach Maps, Target

Zones Cross-Section 118/ 126
Exhi bit 4 Affidavit of Notice 118/ 126
Exhi bit 5 Pool i ng Checkl i st 119/ 126

(Exhi bits retained by counsel.)
NO. DESCRI PTI ON | D/ EVD
[tem 73:
Exhibit Al Landman's Resune 128/ 137
Exhi bit A2 Application and Notice 129/ 137
Exhi bit A3 Locati on Map 129/ 137
Exhibit A4 C-102s 129/ 137
Exhi bit A5 Pl at 129/ 137
Exhi bit A5B Omership I nformation 129/ 137
Exhi bit A5C Cont act | nformation 130/ 137
Exhi bit A6 Proof of Notice 130/ 137
Exhi bit A7 Publ i cati on Proof of Notice 130/ 137
Exhi bit A8 Sanpl e Well Proposal Letter 130/ 137
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EXHI BI TS (Cont'd)
NO. DESCRI PTI ON | D/ EVD
ltem 73 (Cont'd):
Exhi bit A9 Chronol ogy of Contacts 131/ 137
Exhi bit Bl Geol ogi st' s Resune 131/ 137
Exhi bit B2 Base Map 131/ 137
Exhi bit B3 Structure Map 132/ 137
Exhibit B4 Stratigraphic Cross-Section 132/ 137
Exhi bit B5 Wel | Di agram 132/ 137
Exhi bit C Sel f-Affirmed Statenment of

Notice 132/ 137
Exhibit C1 Tabl e of Contacts and

Mai | i ng Receipts 132/ 137
Exhi bit C2 Noti ce by Publication 133/ 166
NO. DESCRI PTI ON | D/ EVD
ltem 87:
Exhibit 1 Application 146/ 166
Exhi bit 2 Producti on Pl ot 150/ 166
Exhi bit 3 Proj ect Area Map 154/ 166
Exhibit 4 C-102s 156/ 166
Exhibit 5 Li st of Source Gas Wells 159/ 166
Exhi bit 6 Al | ocati on Proposal 161/ 166
Exhi bit 7 Regi onal Location Map 189/ 180
Exhi bit 8 Target Injection Interval 171/ 180
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NO.

ltem 87 (Cont'd):

EXHI BI TS (Cont'd)
DESCRI PTI ON | D/ EVD

Exhibit 9 Proj ect Area Cross-Section 173/ 180
Exhi bit 10 Structure Map 174/ 180
Exhi bit 11 | sochore Map of Aval on

Thi ckness 175/ 180
Exhibit 12 Affirmative Statenments 179/ 180
Exhi bit 13 Stefan Lattinmer's Resunme 194/ 214
Exhi bit 14 Oper ations Overvi ew 195/ 214
Exhibit 15 Wel | Di agranms 199/ 214
Exhibit 16 Pressure Charts 201/ 214
Exhi bit 17 Oper ational Paranmeters Chart 203/214
Exhi bit 18 | nj ecti on Operations Plan 205/ 214
Exhi bit 19 Gas Source and Conposition

Anal ysis and Lab Results 208/ 214
Exhi bit 20 Proj ect Area Maps 210/ 214
Exhi bit 21 Slide Presentation 225/ 253
Exhi bit 22 Proj ect Area Map 217/ 221
Exhi bit 23 Li st of Affected Parties 218/ 221
Exhibit 24 Notice Affidavit 219/ 221
Exhi bit 25 Notice of Publication 220/ 221
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PROCEEDI NGS

THE HEARI NG OFFI CER:  Good norning. |t
Is Decenber 1, 2022. These are the hearings of the
New Mexico O | Conservation Division. | amBill
Brancard, hearing exam ner for today. Wth ne as
technical examner is M. John Garcia. And we w |
have sonme special guest technical exam ners |ater on
I n the programtoday.

As al ways, the worksheet for listing
the order of the cases for today is on our website.
And the final worksheet, Decenmber 1. There are, |
bel i eve, 87 cases. But don't despair. Mbst of them
are status conferences. So we will nove through those
at the begi nning of the hearing.

So announcenents for today. You all
shoul d have received a email fromus indicating what a
new checklist. This is to deal with the fact that
peopl e have been addi ng onto conpul sory cooling cases
other matters for action, such as approval of a
nonst andard spacing unit. So we just added one or two
lines to deal with the issue.

You'll notice we also dropped a line
just to make it nore shorter, too. Also, there is an

announcenent about what |'ve been speaki ng about for

several weeks now, which is that we want all required
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corrections, additional information to be submtted
within two weeks of the hearing date.

If you did not receive this
announcenent, it is on the OCD hearings' webpage.

M. Garcia, any other announcenents?

MR. GARCIA: | don't have any other
announcenents.

THE HEARI NG OFFI CER: Thank you. Wth
that, | believe we are ready to start today's
proceedings. W wll start with the first nine cases
on the checklist, status conference Case 21361, 21362,
21363, 21364, 21393, 21394, 21489, 21490, 21491.
Mewbourne O | Conpany to | ead us off.

MS. HARDY: Good norning, M. Exam ner.
Dana Hardy wi th Hi nkl e Shanor on behal f of Mewbourne
O | Conpany.

THE HEARI NG OFFI CER:  Thank you.

Ascent Energy.

MR. SAVAGE: Good norning, M. Hearing
Exam ner, M. Technical Exam ner. Darin Savage with
the Santa Fe O fice of Abadie and Schill on behal f of
Mat ador Production Conpany, successor to Ascent
Ener gy.

THE HEARI NG OFFI CER:  Apache

Cor por ati on.
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M5. BENNETT: Good norning. Deana
Bennett from Modrall Sperling on behalf of Apache
Cor por ati on.

THE HEARI NG OFFI CER: We have a few
other entries in appearance. | don't know if [|"'1]
catch everyone. EOG Resources?

MR. PADI LLA: M. Exam ner, Ernest L.
Padilla for EOG Resources. We're just nonitoring this
case.

THE HEARI NG OFFI CER:  Ckay. | have an
entry from Col gate Operating.

M5. SHAHEEN: Good norning, everyone.
Shar on Shaheen, Montgonery and Andrews on behal f of
Col gate. Like M. Padilla, we are just nonitoring
this case.

THE HEARI NG OFFI CER: For a few cases,
| believe we have the Jal apeno Corporation.

MR. BECK: Good norning, M. Exam ner.
Matt Beck on behal f of Jal apeno Corporation.

THE HEARI NG OFFI CER:  And then, | think
that's all that | have listed. Are there any other
entries of appearance here today for these cases
21361, 362, 363, 364, 393, 394, 489, 490, 491. So
hearing none, |I'Il start off with Mewbourne Q|

Conpany. And where are we in our continuing saga of
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status conferences?

M5. HARDY: | think the saga is stil
continuing, M. Exam ner. The parties are still
negoti ating and are working on an agreenent. So
Mewbour ne woul d propose to set these cases for another
status conference on the January 19th docket. And |
beli eve the other parties have indicated that they are
agreeabl e to that proposal.

THE HEARI NG OFFI CER: Let's check
around. WMat ador?

MR. SAVAGE: That is correct. W are
agreeable to that, M. Exam ner.

THE HEARI NG OFFI CER: Ckay. Apache
Cor por ati on?

MS. BENNETT: That's correct. Also
agreeable to the status conference on 1/19.

THE HEARI NG OFFI CER:  Anyone else with
any opinions? Hearing none, cases 21361, 362, 363,
364, 393, 394, 489, 490, and 491 will be set for a
status conference on January 19th. | will issue a
schedul i ng order.

MS5. HARDY: Thank you.

THE HEARI NG OFFI CER:  All right. W

are now on itens 10 through 17. And this would be a

status conference with cases 21683, 21685, 22103,
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22104, 22083, 22084, 22114, 22115. Let's start with
Mat ador Producti ons.

MR. FELDEWERT: Good norning, M.
Brancard and M. Garcia. M chael Feldewert with the
Santa Fe office of Holland and Hart on behal f of
Mat ador. We have al so appeared, yeah, for these
matters for XTO Energy, Inc.

THE HEARI NG OFFI CER: Thank you.

EGL Resources?

MR. PADI LLA: M. Exam ner, Ernest L.
Padilla for EGL Resources.

THE HEARI NG OFFI CER:  Thank you. So |
t hi nk we have an entry from EOG Resources.

MR. PARROT: Good nmorning. This is
James Parrot for EOG

THE HEARI NG OFFI CER: Al l right. \What
el se do we have here?

MR. SAVAGE: M. Exam ner, Darin Savage
on behal f of Cinmerax Energy Conpany and as for cases
22083 and 22084.

THE HEARI NG OFFI CER: Ci merax. OCkay.
Whi ch cases are you in, M.?

MR. SAVAGE: Money Penny. That's 83
and 84.

THE HEARI NG OFFI CER:  Ckay.
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And is EGL now Earthstone, M. Padilla?
s that --

MR. PADI LLA: |'m not sure about that.
There's some of these cases that were still, |
believe, | know the Thunder Ball, maybe even the Penny
Penny or the Money Penny.

THE HEARI NG OFFI CER: Because we have
an entry from Earthstone, also, so | was just curious.

MR. PADI LLA: No, then, if | made an
entry of appearance, then obviously Earthstone has
t aken over these cases.

THE HEARI NG OFFI CER:  All right.

MR. PADI LLA: My sheet does not say
that for sonme reason

THE HEARI NG OFFI CER:  Well, | just |ook
at the pieces of paper in our file. | can't really
figure out what's happening behind the scenes. So
anyway, let's start with M. Feldewert. Were are we?

MR. FELDEWERT: Well, ny understandi ng

is that the parties have been involved in trade
di scussi ons that are progressing since the |ast status
conference. So |'ve been instructed to request
anot her status conference either in January or
February.

THE HEARI NG OFFI CER: Thank you.
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M. Padilla, any thoughts?

MR. PADILLA: | concur, M. Exam ner.

THE HEARI NG OFFI CER: All right. Ckay.

Any of the other parties with a
position? M. Savage?

MR. SAVAGE: We're just nonitoring to
preserve rights.

THE HEARI NG OFFI CER: M. Parrot?

MR. PARROT: No position. Thank you,
M . Exam ner.

THE HEARI NG OFFI CER:  Thank you. All

right.

So let's set it then for February 2,
status conference. And | will issue a scheduling
or der.

MR. FELDEWERT: Thank you, sir.

THE HEARI NG OFFI CER:  Thank you.

MR. PADI LLA: Thank you.

THE HEARI NG OFFI CER: Al |l right.
Parties need to help nme here because | think we're
about to enter a long list of Mewbourne Matador cases,

and | don't know how many of these are conbi ned. But

let's start with the first group that |I have, cases 18
t hr ough 29.
These are the cases 22274, 22275,
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22276, 22277, 22600, 22601, 22602, 22603, 22501,
22502, 22503, 22504.

Let's start with Mewbourne G| Conpany.

MR. BRUCE: M. Exam ner, Jim Bruce on
behal f of Mewbour ne.

THE HEARI NG OFFI CER:  Mat ador ?

MR. FELDEWERT: M. Exam ner, M chael
Fel dewert in the Santa Fe office of Holland and Hart.

THE HEARI NG OFFI CER:  All right.

Then, we have an entry of appearance of
Jal apeno Cor poration.

MR. BECK: M. Hearing Exam ner, WMatt
Beck on behal f of Jal apeno Corporation.

THE HEARI NG OFFI CER:  Thank you.

| have an entry for sone cases from EOG
Resour ces.

MR. PARROT: Good norning. Janes
Parrot with Beatty and Wbzni ak for EOG

THE HEARI NG OFFI CER: Any other entries
of appearances here for these cases?

Hearing none, M. Bruce, are these
connected with the other cases that follow, or are
t hese an isol ated group?

MR. BRUCE: M. Examiner, it'd probably

M. Feldewert's preference to do this first group,
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al t hough the sanme principles apply to the foll ow ng

ones.

And just |ate yesterday, | heard from
my clients -- and I know M. Fel dewert has been out of
his office for a few days -- that Mewbourne and

Mat ador have reached the terns of a deal under which
the Pretty Bird and Bell e Meade cases woul d conti nue
unopposed.

And just so | don't have to repeat it
again, same thing with the following Iron Island cases
woul d go unopposed.

And then, with respect to the Matador's
Si nron Camam | e and Mewbourne's M npsa Ri dge cases,
Mewbour ne would dismss its cases, and Matador could

nove forward with its Sinon Camam | e cases unopposed.

So with respect to this first batch, |
was requested by ny client to set up the Pretty Bird
and Bell e Meade cases for an uncontested hearing
somewher e down the road.

THE HEARI NG OFFI CER: M. Fel dewert,
new to you?

MR. FELDEVERT: No. Not at all. I
think it nakes sense, M. Exam ner, as you have done,
to keep them grouped as is starting with this set of
cases. But | have |ikew se been infornmed that the
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parties are close to an agreenent. And the only thing
"' m not sure about because | had been asked to seek
anot her status conference.

But it sounds |ike M. Bruce got sone
i nformation yesterday. So | woul d suggest that we set
these matters, this current group of cases, for a
hearing, then, instead of another status conference.
And if things change, |I'Il let you know. Does that
wor k?

THE HEARI NG OFFI CER:  Well, if M.
Bruce's scenario holds, then | think it would be
better to set these for a hearing, which you can just
conme back in and say, "Not contested."” And we'll have
t he heari ng.

MR. FELDEWERT: | totally agree. Yes.

THE HEARI NG OFFI CER: And a status
conference and then trying to set up a hearing.

MR. FELDEVERT: Ri ght . | -- that's --
| agree. So | think let's go ahead and set these. |
woul d set both this set of cases for a hearing at this
point. And if we end up dism ssing our cases or if
t hi ngs change, as you point out, we can address it at
that point. | do agree with M. Bruce. Most |ikely,
it's going to be an uncontested hearing.

THE HEARI NG OFFI CER: Al l right. Then,
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here's what | suggest, that we set these for a hearing
on February 16t h.

MR. BRUCE: That would be fine with ne,
M . Exam ner.

THE HEARI NG OFFI CER: M. Fel dewert?

MR. FELDEWERT: That makes sense. Yes.

THE HEARI NG OFFI CER:  All right. O her
parties? Any comments, suggestions? Hearing none,
t he cases 2274, 75, 76, 77, 22600, 01, 02, 03, 22501,
02, 03, 04 will be set for a hearing on February 16t h.
Il will issue an anended pre-hearing order. Wth that,
we are on item nunber 30.

This is 30 through 37. These are cases
22423, 22424, 22425, 22426, 22496, 22497, 22498, and
22499. Entry for Mewbourne Q| Conpany?

MR. BRUCE: M. Exam ner, Jim Bruce at
Mewbour ne.

THE HEARI NG OFFI CER:  Thank you.

Mat ador Production?

MR. FELDEWERT: M. Exam ner, M chael
Fel dewert from Santa Fe office of Holland and Hart.

THE HEARI NG OFFI CER:  And for this, we
have Col gate Operati ng.

MS. BENNETT: Good norning, everyone.
Deana Bennett on behalf of Col gate Operating.
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THE HEARI NG OFFI CER:  Thank you.

Jal apeno Cor poration?

MR. BECK: Matt Beck on behal f of
Jal apeno Cor porati on.

THE HEARI NG OFFI CER: Thank you. Are
there any other entries of appearance?

Heari ng none, M. Bruce, should we do
the sanme thing as we just did?

MR. BRUCE: Sane principles, yep.

THE HEARI NG OFFI CER: M. Fel dewert,
any objections?

MR. FELDEWERT: Nope. | agree.

THE HEARI NG OFFI CER:  Unl ess there are
any ot her objections fromother parties, | wll set
this for a hearing on February 16th. Thank you.
Let's nove on then to itenms 38 through 53. These are
cases 22429, 22430, 22431, 22432, 22433, 22434, 22912,
22913, 22914, 22915, 22916, 22917, 22989, 22990,
22991, 22992.

So here we star with again with
Mewbour ne O | Conpany.

MR. BRUCE: M. Exam ner, Jim Bruce for
Mewbour ne.

THE HEARI NG OFFI CER: Thank you.

Mat ador Producti on?
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MR. FELDEWERT: M. Exam ner, M chael
Fel dewert with Santa Fe office of Holland and Hart.

THE HEARI NG OFFI CER: Okay. We al so
have an entry from COG Operati ng.

M5. RYAN:. Good norning, M. Exam ner.
Beth Ryan on behal f of COG Operating.

THE HEARI NG OFFI CER: Do | have an EOG
Resources. That m ght be you, M. Fel dewert.

MR. FELDEWERT: |'m | ooking at ny sheet
now. Yes. W' ve appeared in those M npbsa Ridge cases
for EOG Resources.

THE HEARI NG OFFI CER: Ckay. Any ot her
entries of appearance then for the cases?

Hearing none, M. Bruce, are okay wth
t he sanme process?

MR. BRUCE: Yes. And these are the
cases that at this point Mewbourne's M npbsa Ridge
cases woul d be dism ssed. That's Mewbourne's intent
at this tine.

THE HEARI NG OFFI CER: Mewbourne will go
-- I"'msorry. Mtador will go ahead with the Sinon
Camam | e.

MR. FELDEWERT: Yes, sir.

THE HEARI NG OFFICER: | just had to say
t hat .
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MR. BRUCE: We're nmaking it too easy on
you this norning.

THE HEARI NG OFFI CER: | know.

Are there any other concerns or
obj ections for setting a hearing on February 16th?
Hearing none, we wll nove onto the next set of cases.
We are now on items 54 through 59. These are cases
22879, 22880, 223176, 22 -- sorry, 23176, 23177,
23178, 23179. Let's start with Pride Energy Conpany.

MS. SHAHEEN: Good norni ng, everyone.
Sharon Shaheen, Montgonmery and Andrews, on behal f of
Pri de Energy.

THE HEARI NG OFFI CER:  Mewbourne Q|
Conpany?

MS. HARDY: Good norning. Dana Hardy
with the Santa Fe office of Hinkle Shanor on behal f of
Mewbourne O | Conpany and al so on behalf of Earthstone
Oper ati ng.

THE HEARI NG OFFI CER: Okay. We have
drawn a crowd here. Marathon G| Perm an and et
cetera?

MS. BENNETT: Good norning, everyone.
This is Deana Bennett from Modrall Sperling on behalf
of Marathon O| Perm an, LLC

THE HEARI NG OFFI CER: MRC Expl orers?
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MRC Del awar e?

MR. FELDEWERT: M. Exam ner, M chael
Fel dewert with Santa Fe office of Holland and Hart
appearing on behalf of the MRC entities.

THE HEARI NG OFFI CER:  Thank you.

Yates Energy Corp. and Jal apeno
Cor por ati on?

MR. BECK: WMatt Beck on behalf of Yates
Energy Corp. and Jal apeno Cor porati on.

THE HEARI NG OFFI CER: Ckay. Anyone
el se appearing in these cases, 22879, 880, 23176, 177,
178, 1797

MR. FELDEWERT: M. Exam ner, M chael
Fel dewert with the Santa Fe office of Holland and
Hart. |'mgoing to enter an appearance for XTO
Energy, Inc. W will be filing the entry |ater today.

THE HEARI NG OFFICER: I n all of these
cases?

MR. FELDEWERT: [|I'msorry. 1In the
Mewbour ne Bushwood cases. So 23176, 23177, 23178, and

23179.
THE HEARI NG OFFI CER:  Ckay.
M5. BENNETT: And M. Exam ner, this is
Deana Bennett on behalf of Marathon. | filed entries
of appearance in those cases |last night. So Marathon
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has entered its appearance in all of the cases that
we' re tal king about this norning.

THE HEARI NG OFFI CER: Yes. | have you
listed for all of them Thank you.

M5. BENNETT: Great. Thank you.

M5. RYAN. M. Exam ner, Beth Ryan on
behal f of COG Operating. W've entered an appearance
in 22880.

THE HEARI NG OFFI CER:  Yes. Sorry. I
m ssed you. Thank you.

Al right. W've drawn a crowmd. And
we have not only a objection to a case going forward
by affidavit, we also have a notion to dism ss here.
So let's start with Pride Energy. How would you Ilike
to proceed with all of this?

MS5. SHAHEEN: M. Exam ner, | would
suggest that we proceed by hearing the notion to
di sm ss on the next avail able docket. | understand
that Ms. Hardy will be submtting responses. | don't
think it should take too long. And | don't think it
shoul d take too nuch tinme to hear those notions to
di sm ss.

And then, | would suggest we go ahead
and set a contested hearing date for all of the cases

that would remain at that point.
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THE HEARI NG OFFI CER:  Thank you.

Ms. Hardy?

M5. HARDY: M. Examiner, | agree that
It would be appropriate to set an argunent date on the
notion to dismss. W do intend to respond. | would
ask that that be set on one of the January dockets.
think I need at least -- | nmean, | don't think | can
get the additional briefing done and the affidavits
that | need by Decenber 15t h.

So | would ask that we have an argunent
on one of the January dockets. And then at that
point, it would be appropriate, |I think, to set a
contested hearing date.

THE HEARI NG OFFI CER: OCkay. Well, I'm
gl ad you brought up affidavits because |'m wonderi ng
how we coul d decide this notion to dism ss w thout
sonme sort of factual basis for it.

Ms. Shaheen, you didn't submt any
affidavits with your notion.

MS. SHAHEEN: That is true, M.

Exam ner. |'m happy to have our w tness appear, or we
coul d have -- Mewbourne has admtted the one fact that
governs the basis for the notion, and that is they

have no interest in the two spacing units that are

proposed in those two cases.
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And that's 23176 and 23178. So there's
no di sputed fact here. |'m happy, as | said, | can
submt an affidavit that says M. Pride has reviewed
title and that Mewbourne has no interest in those
spacing units and that he's conferred wth Mewbourne
and they've agreed that they have no interest in those
spacing units.

So | don't really know that there's
much in the way of factual devel opnent that's
necessary here.

M5. HARDY: And M. Exam ner, may |
respond?

THE HEARI NG OFFI CER:  Sure. | guess |
woul d just respond to Ms. Shaheen first by saying you
say that Pride has admtted -- I'"'ma little slow here.
Adm tted where?

M5. SHAHEEN: |'m sorry. Mewbourne has
admtted --

THE HEARI NG OFFI CER:  Mewbour ne has
adm tted. Thank you.

MS5. SHAHEEN: Mewbourne has admitted to
Pride. And they've been conferring here for sone tine
now. And Mewbourne has confirnmed with Pride that it
has no interest in those two spacing units.

THE HEARI NG OFFI CER: Ckay. And that's
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not really in the record. But thank you.

Ms. Hardy?

M5. HARDY: | disagree. | think that
there is a disagreenent on the facts and what
constitutes an interest in the spacing unit. So
that's what we would be submtting in our response.
So | think there are absolutely disputed facts.

And | think there are also disputes
over the | aw because it is nore nuanced than | think
Is represented in Pride's notions. So | do think the
factual devel opnent is necessary. And that's what we
woul d plan to do in our response.

MS. SHAHEEN: If I may, M. Exam ner,
propose that | submt an anended notion to dism ss
with an affidavit that states what's already been
stated in the current nmotion in light of the fact that
It looks like this won't be heard until first part of
January.

| think we have plenty of time to get

that submtted.
THE HEARI NG OFFI CER: Okay. How | ong,
Ms. Shaheen, would it take you to submt an anended
noti on?
MS5. SHAHEEN: One week at the nost.
THE HEARI NG OFFI CER:  AlIl right. So
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amended notion by Decenber 8th.

And response, what will we do? Two
weeks fromthen, is that all right?

M5. HARDY: | think that two weeks
woul d be sufficient, M. Exam ner.

THE HEARI NG OFFI CER: Getting closer to
t he holidays. And then, a hearing on January 5th? 1Is
that going to work for the parties?

M5. SHAHEEN: That will work for Pride,
M . Exam ner.

MS5. HARDY: That will also work for
Mewbour ne.

THE HEARI NG OFFI CER: And do we want to
try to set a date for a contested hearing right now or
wait 'til the notion hearing?

MS. SHAHEEN: Excuse ne. Pride would
prefer to go ahead and set a contested hearing date
now so that we're not out in the far future.

THE HEARI NG OFFI CER:  Ms. Hardy?

MS. HARDY: | think that Mewbourne
woul d prefer to wait until we have a decision on the
notion to dismss, so we know what we're setting.

THE HEARI NG OFFI CER:  All right.
Because two of your cases coul d di sappear.

MS. HARDY: Correct. Although,
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Mewbour ne does contest -- we will contest Pride's
applications regardl ess because if they strand
acreage, so we have issues with them

THE HEARI NG OFFI CER: Wl |, you know,
why don't we just set a date way out in the future
here because you know how terrible | am at issuing
orders on notions. So let's just set March 16th for a
contested hearing date. | wll put all of the cases
In that date, and then if sonme of them get dism ssed,
wel |, they get dism ssed.

Are there any other concerns,

obj ections, clever comments fromthe other parties?
Heari ng none --

MS. BENNETT: M. Exam ner -- oh, Deana
Bennett on behal f of Marathon --

THE HEARI NG OFFI CER:  Yes.

M5. BENNETT: -- real quick. | just
want to let the division know that there is a chance
t hat Marat hon would participate in the contested
hearing. That will depend upon | suppose the outcone
of the January 5th hearing.

And so | will be checking with Marathon
to make sure that the March 16th date works for them
as well, because there is a chance that they will be
participating in the contested heari ng.
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THE HEARI NG OFFI CER: Thank you. By
partici pating, does that include the possibility of
subm tting your own applications?

MS. BENNETT: No. Not necessarily.

But Mar at hon does have acreage and interest in the
north half of Section 21, which is not being proposed
to be devel oped by Pride. And so Marathon nay have
some concerns or does have some concerns about the
acreage bei ng stranded.

And so dependi ng upon how thi ngs shake
out between now and then, Mrathon does not want to
see its acreage get stranded.

THE HEARI NG OFFI CER:  Thank you for
| etting us know. Al right.

Wth that, we are going to set the
foll owm ng schedule on the notion to dismss filed by
Pride Energy. Pride will have 'til Decenber 8th to
file an anended notion with affidavits. Mewbourne has
"til Decenber 22nd to respond to that. We will have a
hearing on the notion January 5th.

W will then issue a pre-hearing order
for a contested hearing on all six cases for March
16t h.

MS. SHAHEEN: Thank you, M. Examn ner.

M5. HARDY: Thank you.
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THE HEARI NG OFFI CER: Thank you. And |
| ook forward to readi ng about the nuances of the Ol
and Gas Act.

M5. HARDY: We'Il look forward to
writing about them

THE HEARI NG OFFI CER:  Thank you.

Wth that, we are down to Item 60. And
this is 60, 61, 62, cases 22584, 22813, 22814.
Mat ador Production?

MR. FELDEWERT: Good norning, M.
Exam ner. M chael Feldewert of the Santa Fe office of
Hol I and and Hart.

THE HEARI NG OFFI CER: Eart hstone
Oper ati ng?

M5. HARDY: M. Exam ner, Dana Hardy

with Hi nkl e Shanor on behalf of Earthstone Operating.

THE HEARI NG OFFI CER:  Al'l right. ' ve
got a few entries of appearance. | don't know who's
who anynor e.

Chi sol m Energy? They still on the
line? O not --

Conoco - -

M5. HARDY: | believe --

THE HEARI NG OFFI CER:  Yeah. Ms. Hardy?

M5. HARDY: | was going to say that |
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believe | had entered an appearance for Chisholm but
Eart hst one has acquired that interest.

THE HEARI NG OFFI CER: Okay. Thank you.
That's what ny records show, that your firm existed as
t he counsel .

Conoco Phillips?

M5. RYAN. Yes, sir. Beth Ryan on
behal f of Conoco Phillips.

THE HEARI NG OFFI CER:  Thank you.

Avant Operating?

MS. BENNETT: Good norning, everyone,
again. Deana Bennett, Modrall Sperling on behalf of
Avant Operating. And | want to say that | have
wi t hdrawn our appearance in this case. So Avant is no
| onger a party in this case.

THE HEARI NG OFFI CER: Ckay. Thank you.

MS. BENNETT: Thank you.

THE HEARI NG OFFI CER: And then, Fasken
G|l and Ranch?

MS. SHAHEEN: Sharon Shaheen,

Mont gomery and Andrews on behal f of Fasken.

THE HEARI NG OFFI CER:  Thank you.

Any ot her interested persons, then, for

cases 22584, 813, 8147
Hearing none, we'll start with Matador
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Pr oducti on.

MR. FELDEWERT: M. Exam ner, | have
been inforned that since the |ast status conference,

t here have been ongoing trade di scussions. And so |
have been requested to seek another status conference
In these matters.

THE HEARI NG OFFI CER:  Thank you.

Eart hst one?

M5. HARDY: | agree with M. Feldewert,
MR. Examiner. | know the parties are still engaged in
di scussi ons.

THE HEARI NG OFFI CER:  All right. \Wy
don't we set this for February 2nd? How does t hat
sound?

MR. FELDEWERT: That makes sense to ne,
M . Exam ner.

M5. HARDY: That's fine, M. Exam ner.

THE HEARI NG OFFI CER: Are there any
comments fromthe other participants in these cases?

MS. SHAHEEN: M. Exam ner, Fasken j ust
wants to reiterate it will be signing a day away for
whoever drills these wells and that it's currently
waiting to hear back from Earthstone about its
proposed changes to Earthstone's operating agreenent.

And he hopes to see those soon.
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THE HEARI NG OFFI CER:  Thank you.

Al right. Wth that, cases 22584,
22813, 22814 will be set for a status conference on
February 2nd.

M5. HARDY: Thank you.

THE HEARI NG OFFI CER: Okay. W have a
few newer cases with objections here.

ltems 63, Case 23206, Mewbourne Q|
Conpany?

MR. BRUCE: M. Exam ner, Jim Bruce on
behal f of Mewbour ne.

THE HEARI NG OFFI CER:  Thank you.

And we have Conoco Phillips, COG
Oper ati ng?

M5. RYAN. Yes. Beth Ryan on behal f of
Conoco Philli ps.

THE HEARI NG OFFI CER:  Thank you.

Any ot her persons here for Case 232067

Ms. Ryan, | believe Conoco has objected
to this case going forward by affidavit?

M5. RYAN: Yes. We would like this
case conti nued.

THE HEARI NG OFFI CER: Continued as in

continued or setting a hearing date for a contested
heari ng?
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M5. RYAN. Continued -- we're stil
trying -- we're not committed to filing a contested
case at this tinme, but we would like nore tinme to work
w t h Mewbour ne.

THE HEARI NG OFFI CER: M. Bruce,

t hought s?

MR. BRUCE: | would just like to set a
hearing date. | think if -- | don't even know what
Conoco Phillips and EOG s positions are in the case,
and |'msure by the tine -- whatever date it's set for
wll be sonewhere down the road. And they would be

able to determ ne by then whether or not they want to
file a counterapplication.

M5. RYAN. We agree. That's fine. W
can set a hearing date.

THE HEARI NG OFFI CER: Okay. So
February 16th for a hearing date. Any objections?

MR. BRUCE: Nope.

THE HEARI NG OFFICER: And | will issue
a pre-hearing order because we have an objection. So
It can always be turned into an uncontested hearing.
Thank you.

Wth that, we are on Itens 64, Case
232213, Headi ngton Royalty, Inc.

MS. SHAHEEN: M. Exam ner, Sharon
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Shaheen on behal f of Headi ngton Royalty.

THE HEARI NG OFFI CER:  And | believe we
had an entry of appearance fromthe G| Conservation
Division? M. Tremaine is here.

Ms. Shaheen, you asked for a status
conference. What's the status on this case?

M5. SHAHEEN: The status is the good

news -- good news, Northern Pacific has agreed to the
change of operator and will be signing the necessary
form It has not occurred yet. | understand that

there was a death in the famly of the | ead person for
Nort hern Pacific.

What Headi ngton proposes to do is to
set a date for a contested hearing just as a back-up
in case this agreenent doesn't go through. But we
anticipate it will go through, and we will be in the
position to plug and abandon that well as we've been
asked by the state |and office.

THE HEARI NG OFFICER: All right. So
how about February 2nd?

M5. SHAHEEN: | think that would be
fine for Headington. |[|'massumng it would work for

M. Tremaine, but | haven't spoken with him about

t hat .
THE HEARI NG OFFI CER:  Well, ' m hoping
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everyt hing gets worked out.

MS. SHAHEEN: Same here.

THE HEARI NG OFFICER: All right. So
we'll set this for a hearing for February 2nd.

M5. SHAHEEN: Thank you, M. Exam ner.

THE HEARI NG OFFI CER:  Thank you.

And finally, | believe the |ast status
conference of the day, Item 65, Case 23214, EG.
Resour ces.

MR. PADI LLA: M. Exam ner, Ernest L.
Padilla for EGL Resources.

THE HEARI NG OFFI CER:  Thank you.

Mat ador Producti on Conpany?

MR. FELDEWERT: Yes, M. Exani ner.

M chael Feldewert with Santa Fe Office of Holland and
Hart .

THE HEARI NG OFFI CER:  And Matador is
objecting to this case going forward by affidavit?

MR. FELDEWERT: Yes. Matador's the
operator of two existing spacing units that involve
the acreage that EG. seeks approval.

THE HEARI NG OFFI CER: Okay. So |
assunme we're headed for a hearing here.

MR. FELDEWERT: It looks like it. Yes.

THE HEARI NG OFFI CER: M. Padill a?
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MR. PADI LLA: M. Exam ner, we filed an
exhibit for a hearing today. But | was infornmed by
M. Feldewert that they wanted a hearing. So
obviously, this is not going to be a hearing today.
And so a hearing has to be set.

THE HEARI NG OFFI CER: M. Fel dewert,

M. Padilla, sooner or |ater on the hearing?

Sounds |li ke, M. Padilla, you're ready
to go.

MR. PADI LLA: Yeah. We were -- we were
ready to go today. But M. Feldewert was out of town,
and we didn't comruni cate as soon what the status of
Mat ador' s decision was. So he clarified that
yesterday. And so we'll duke it out at hearing sooner
than | ater.

THE HEARI NG OFFI CER: M. Fel dewert,
does your client have any preference on tines for this
hearing?

MR. FELDEWERT: No. | think we have,
you know, we're going to need to present sone
w tnesses. And |'ve got to get ny arnms around this.
l"mtrying to figure out what they' re doing. So but
it is going to be a contested heari ng.

THE HEARI NG OFFICER: All right. How
about February 16t h?
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MR. PADI LLA: That's fine.

MR. FELDEWERT: We'Ill make that work

THE HEARI NG OFFI CER: Okay. Thank you.

Any ot her persons then for Case 232147
Hearing none, it will be set for a contested hearing
on February 16th. | wll issue appropriate order.

MR. PADI LLA: Thank you.

THE HEARI NG OFFI CER: Thank you. W
will start our hearings today with a few conti nued
cases starting with Itenms 66 through 69. These are
cases 22641, 22642, 22643, 22644, Mewbourne O |
Conpany.

MR. BRUCE: M. Exam ner, Jim Bruce for
Mewbour ne.

THE HEARI NG OFFI CER: Thank you. |
have an entry from COG Operati ng.

M5. RYAN: Yes. Beth Ryan on behal f of
COG Qper ati ng.

THE HEARI NG OFFI CER: And | al so have
an entry from Devon Energy Production Conpany.

MR. SAVAGE: Good norning. Darin
Savage with the Santa Fe O fice of Abadie & Schill on

behal f of Devon Energy Production Conpany, LP.
THE HEARI NG OFFICER: All right. Are
there any other interested persons for cases 22641,
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642, 643, 6447

Heari ng none, | believe this was
continued in the | ast docket because the |and
affidavit was m ssing.

MR. BRUCE: That's the chi ef reason,

yes, M. Examner. | scratched ny head about that,
and you know, | filed the exhibit packages so | ong
ago, | just couldn't renenber what was in there. But

| didn't supplenent each file with the |andman's
affidavit. | also kind of updated the C-102s for the
wel | s.

And you had questions about who exactly
was being pooled, so | submtted sonme information
regardi ng which parties were in fact being pooled, so
it was nore clear to the exam ners. And then, | did
do a spreadsheet certified notice. And everyone who
was notified of the hearing and is now bei ng pool ed
did receive certified mail notice of the applications.

So I nove the adm ssion of the exhibits
2, 2-A, 2-B, and 7 and ask that these matters be taken
under advi senent.

(Exhibits 2, 2-A 2-B, and 7 were

mar ked for identification.)

THE HEARI NG OFFI CER: Thank you.

Any questions, comments from COG?
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Thank you.

t hese exhibits.

your additi onal

22641, 642, 643, and 644 will be taken under

advi sement .

23032, EOG Resources.

Exam ner. This is Janes Parrot with Beatty and

Wozni ak representing EOG

M5. RYAN: No obj ection.
THE HEARI NG OFFI CER: Thank you.
From Devon?

MR. SAVAGE: No questions at this tine.

THE HEARI NG OFFI CER:  Ckay.

M. Garcia, |'msure you've poured over

MR. GARCI A: No questions at the tine.
THE HEARI NG OFFI CER: Okay. Thank you.
Al right. Wth that, we will accept

exhibits into the record, and Cases

(Exhibits 2, 2-A 2-B, and 7 were
received into evidence.)

MR. BRUCE: Thank you.

THE HEARI NG OFFI CER:  Thank you.

Now are items 70 and 71, Cases 23031,

MR. PARROT: Good norning, M.

THE HEARI NG OFFI CER:  Thank you.

Are there any other entries of
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appearance for Cases 23031, 0327

Heari ng none, M. Parrot, | believe
there was a problemw th the notice paragraph not
having a | egal description init. And it |ooks like
from what was noticed for today's hearing that that
was corrected.

MR. PARROT: Yes, sir.

THE HEARI NG OFFI CER: Are there any
other submttals for these cases?

MR. PARROT: In Case 23031, we
submtted a corrected or a supplenental affidavit,
| andman's affidavit to correct the description of the
over w appi ng spacing units. That's the only
subm ssion and the only correction.

THE HEARI NG OFFI CER:  Thank you.

M. Garcia, any questions?

MR. GARCI A No questions.

THE HEARI NG OFFI CER: Thank you.

Wth that, the exhibits will be
admtted into the record, and Cases 23031 and 23032
wi Il be taken under advi senment.

(Cases 23031 and 23032 exhibits were

received into evidence.)

MR. PARROT: Thank you very nuch.

THE HEARI NG OFFICER: All right. W
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are now on Item 72, | believe. Yes. Case nunber
23175, Silverback Operating.

MR. HOLLIDAY: Al right. Well, thank
you, M. Examner. |In this case, Silverback Operating
Il seeks to pool --

THE HEARI NG OFFI CER: M. Hol |l i day,
pl ease first just introduce yourself, and then |'1]I
ask for other entries of appearances. | know you're
excited. Your first big case in front of the Ol
Conservation Division here in New Mexico. But --

MR. HOLLI DAY: Okay. Perfect. Well,
t hank you for having ne, guys. M nane's Ben
Holliday. I'mwith the San Antonio office of the
Hol | i day Energy Law Group. And |I'mrepresenting
Silverback Operating Il in this matter. | believe
there are no other parties that have entered an
appearance in this case.

THE HEARI NG OFFI CER: Let ne just ask
around.

Are there any other entries of
appearance today for Case 231757

Heari ng none, M. Holliday, you nmay
proceed, and we will of course razz you in your first

appear ance here.

MR. HOLLI DAY: Well, and duly earned,
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|"msure. So. Well, thank you, M. Examner. In
this case, Silverback Operating Il seeks to pool a
standard 320-acre horizontal well spacing unit in the
North Seven Rivers, Atoka, G orieta, Yeso, or Mishon
[ ph].

The proposed spacing unit is conprised
of the south half of Section 16, Township 19 Sout h,
rai sed 25 east in Eddy County for the boydex [ph]
state com 101-H, 102-H, and 103-H wel | s.

Qur exhi bit package as you can see
provi des the conpul sory point checklist, the
application, along with our notice for the docket.
Now, before we nmake it to the exhibits, 1'd like to
I ntroduce our two proposed w tnesses, our |andman M.
Larry Kosho [ph], who | believe is on the call, and
our geologist, M. Nate G | bertson.

So neither M. Kosho [ph] nor M.

G | bertson have had the pleasure of being qualified as
experts for the division, so |I've included copies of
their resunes in the exhibits. And if you'd like, |
can just run through a brief summary of their

qual i fications.

THE HEARI NG OFFI CER: That's not
necessary.

Are there any objections to these
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W tnesses being qualified as experts? Hearing none,
so qualified.

MR. HOLLI DAY: Perfect. Thank you.
Okay. So noving onto Exhibit A Exhibit Ais the
self-affirmed statenment of M. Kosho [ph]. He's the
| andman in this matter, as | nentioned. So he
provi des a nunber of exhibits, Exhibits Al through
Al10.

So Al is just a copy of M. Kosho's
[ ph] resume. Exhibit A2 is a copy of the stanped
application and the notice provided in this matter.
Exhibit A3 is our |ocation map just show ng the
general | ocation of the proposed boydex [ph] state com
spacing unit and relation to Eddy County.

(Exhibits A Al, A2, and A3 were nmarked

for identification.)

Ad |lists our C-102s for all three wells
at issue. Now, this proposed spacing unit is going to
overlap two existing deeper vertical spacing units as
we detailed in M. Kosho's [ph] affidavit. These two
spacing units, they're both 160s. One covers the
sout hwest corner. One covers the southeast corner.

(Exhibit A4 was marked for

i dentification.)

They're vertical spacing units that
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cover by their terms fromthe surface to the base of
the canyon formation. And we've included in our
affidavit the order nunbers defining those space
units. So we've included A5 as a map that depicts the
outline of our proposed spacing unit and where these
two 160s fit in relation to it.

(Exhibit A5 was marked for

I dentification.)

So as noted in M. Kosho's [ph]
affidavit, notice was provided to all affected parties
in the southeast corner. Those wells are operated by
Spur Energy. Silverback operates the wells in the
sout hwest corner. And we have received no objection
fromthe affected parties.

Exhibit A6 is a plat just of our
proposed spacing unit along with the track nunbers.
| 've broken this Exhibit A6 into three parts. So
Exhi bit A6-B contains our ownership information, which
we have depicted on a tract basis, as well as a
unitized basis throughout the entire spacing unit.

(Exhibit A6 was marked for

I dentification.)

Then Exhibit A6-C contains our |ist of

the contact information for all the parties in the

case. A7, we list out our proof of notice to the
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parties in this matter. A nunber of the parties in
this matter we deemed them to be unl ocat abl e.

(Exhi bit A7 was marked for

I dentification.)

And so in Exhibit A8 provides our
noti ce of proof by publication that we ran in the
Carl sbad August nore than ten business days in advance
of this hearing in line with the New Mexico
adm ni strative code.

(Exhibit A8 was marked for

i dentification.)

Exhibit A9, we've included a copy of
the sanple well proposal letters that we sent to the
parties, along with a copy of the AFE for all wells in
guesti ons.

(Exhibit A9 was marked for

I dentification.)

So finally for M. Kosho [ph], Exhibit
Al10 is a chronol ogy of contacts detailing the efforts
Si |l verback has made to contact the parties in this
matter.

(Exhi bit A10 was marked for

I dentification.)

Movi ng onto Exhibit B. Exhibit B in

this matter is the self-affirmed statenent of M. Nate
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G | bertson, our geologist. Bl is M. Gl bertson's
resume. As you can see, Exhibit B2, we've included
the base map for the boydex state com [ ph] proposed
hori zontal spacing unit.
(Exhibits B, Bl, and B2 were marked for
I dentification.)
B3 is our structure map depicting the
structure of the North Seven Rivers to the
G orieta-Yeso. Exhibit B4 is our structura
cross-section taking the Ato A for these wells in
guestion. And Exhibit B5 included our gun bale
di agram for the proposed well.
(Exhibits B3, B4, and B5 were marked
for identification.)

So Exhibit Cis nmy notice affidavit

that |I've included along with the Exhibit Cl1L woul d be
our contacts, our green cards, and our efforts to
| ocate the parties in this matter. And for Exhibit
C2, I've reincluded a copy of the notice by
publication that we ran to provide notice to the
parties that we deened unlocatable in this matter.
(Exhibits C, Cl1, and C2 were marked for
I dentification.)
So with that, M. Brancard, M. Garcia,
we ask that all the Exhibits A through C be admtted
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into evidence and that this matter be taken under
advi senment by the conm ssi on.

THE HEARI NG OFFI CER: Thank you.

M. Garcia, your chance to wel cone M.
Hol |'i day.

MR. GARCI A No questions. Just
clarify. Division will take it under advisenent.

MR. HOLLI DAY: Yes. Thank you.

THE HEARI NG OFFI CER:  Ckay. Well,
you're leaving it to ne, M. Garcia, to ask the
guesti ons.

So in your C-102s, M. Holliday -- |
can get to them here quickly -- the spacing unit is
320 acres. Correct?

MR. HOLLI DAY: Yes, sir.

THE HEARI NG OFFI CER: But each of your
C-102s shows a 160-acre spacing unit. Different
160- acre spacing units, at that.

MR. HOLLIDAY: Yes. So let nme | ook at
the dates on these C-102s and when they were fil ed.
Dated 7/22. | would have to check with M. G | bertson
for clarification.

My under st andi ng woul d be that once the

C-102s permts were filed, they decided to use the 102

-- let me nmake sure |I'm nmaking the right -- the 102-H
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as the defining well and to pull in the north half,
south half as proximty tracks to formtheir 320-acre
proposed spacing unit.

THE HEARI NG OFFI CER: Ckay. So if you
could submt within the next two weeks revised C-102s
that show the 320-acre spacing unit where those red
| ines are and the dedi cated acres being 320.

MR. HOLLI DAY: Yes, sir.

THE HEARI NG OFFI CER: That woul d cl ean
up the record.

MR. HOLLIDAY: We will do that.

THE HEARI NG OFFI CER: Now, here's
sonmething that we normally require in the notice
affidavit that you submt to us is a copy of the
| etter that you sent for notice. You don't have to
give us all the letters. Just we assune they all say
the sanme thing.

MR. HOLLI DAY: Okay.

THE HEARI NG OFFI CER: So just a copy of

one of the notice letters attached with the attached
to your notice affidavit and before the green cards,
et cetera.

MR. HOLI DAY: Okay. Yes, sir. We wll
submt that within two weeks.

THE HEARI NG OFFI CER: Thank you.
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Once again, any other interested
persons, parties in Case 231757

MR. RANKIN. Good norning, M.
Exam ner. Adam Ranki n appearing on behalf of MRC
Del aware Resources, LLC. Apologize for ny delay in
maki ng ny entry known. We did file an entry
appearance in advance of the hearing. MRC does not
oppose the case proceeding by affidavit and is
preserving its rights only by its entry.

THE HEARI NG OFFICER: All right, M.

Ranki n.

MR. HOLLI DAY: | believe that one, M.
Exam ner and M. Rankin, | believe that's for the
Net herl and - -

THE HEARI NG OFFI CER: | think you m ght

be correct. W did get a late-filed entry of
appearance for the second case.

MR. RANKIN: Correct.

THE HEARI NG OFFI CER:  All right. Cet
sone coffee, M. Rankin.

MR. HOLLIDAY: G ad to see |I'mnot the
only one getting razzed on this.

THE HEARI NG OFFI CER: Thank you.

So with that, the exhibits will be

admtted into the record for Case 23175. And we w ||
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take it under advisenent, but we will |eave the record
open for two weeks for the submttal of revised C- 102s
and for the submttal of the notice letter that went
out for this hearing.

(Exhibits A B, and C were received

I nto evi dence.)

MR. HOLLI DAY: Perfect.

THE HEARI NG OFFI CER: Thank you.

Wth that, we are on Item 73, Case
23194, Silverback Operating Il, LLC

MR. HOLLIDAY: Yes. So in this matter,
M. Exam ner, we've had sonme notices of appearances.
In particular, I'lIl let M. Beck speak for hinself,
obvi ously, but --

THE HEARI NG OFFI CER:  Just introduce
yourself, M. Holliday, and then we'll nove forward.

MR. HOLLIDAY: |'mearning ny stripes
here. Ben Holliday for Silverback Il Operating.

THE HEARI NG OFFI CER: Thank you.

So we have an entry of appearance from
MRC Del awar e.

MR. RANKI N: Good norning, M.
Examiner. Now |I'mon tine. Adam Rankin with Santa Fe

office of Holland and Hart appearing on behalf of MRC

Del aware Resources in this case --
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THE HEARI NG OFFI CER:  Well, better to
be too early than --

MR. RANKIN. -- proceedings.

THE HEARI NG OFFI CER: -- too | ate,
Counsel .

MR. RANKIN: That's right.

THE HEARI NG OFFI CER: Jal apeno
Cor porati on?

MR. BECK: Good norning, M. Exam ner.
Matt Beck. And |I'm appearing on behalf of Jal apeno
Cor poration and Yates Energy Corporation.

THE HEARI NG OFFI CER: Thank you. Does
Jal apeno/ Yat es have any objection to this case going
forward by affidavit?

MR. BECK: Yes, Your Honor. Yes, M.
Examiner. I'msorry we didn't file that. | got this
notice late last night, and I was in a deposition all
day. We do object to the case going forward by
affidavit today. | think that the parties are working
t oget her, but there's been some m sconmuni cation.

And so at this point, we're objecting
to going forward by affidavit, and |I'd ask that we
continue the hearing. It sounds |like the parties are
close, and it may be able to proceed at the next

avai |l abl e docket.
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THE HEARI NG OFFI CER:  Ckay.

Are there any other interested persons
for Case 23194? Hearing none, since we have an
objection that to this case going forward by
affidavit, we need to set a date for a hearing. And
on this, |I'd suggest January 19th.

Taking a risk here because we've got a
bunch of other contested cases already set for that
date. But as happens, cases get conti nued.

MR. HOLLI DAY: Right. M. Exam ner,
would it be possible for us to confer maybe for an
hour and a half and cone back today? | think we're a
| ot cl oser maybe even than we realize on this matter.

THE HEARI NG OFFI CER:  Well, that's
fine. But we'll be done pretty quickly here soon. So
why don't | set this for January 5th? That would be
the closest | could do.

MR. HOLLI DAY: Okay. Wuld it be --
okay. Yes, sir.

THE HEARI NG OFFI CER:  And so M.
Holliday, it would be set for a contested hearing. It
woul d be pre-hearing procedures for a contested
hearing. |If the parties cone to agreenent, you notify
us, and then we drop those procedures. And you just

do a standard affidavit hearing.
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MR. HOLLIDAY: Okay. | believe if we
could even maybe sl ot in behind Case nunber 85 or 87
or whatever that |ast case is today, we could probably
get this inif | can just have a quick call wth M.
Beck.

THE HEARI NG OFFI CER:  Ckay.

MR. HOLLIDAY: |If that's possible.

THE HEARI NG OFFI CER: That is possible.
But yes. After Case 86, we can check in.

MR. HOLLI DAY: Perfect. Thank you.

THE HEARI NG OFFI CER: Thank you.

MR. BECK: That's fine. Thank you.

THE HEARI NG OFFICER: W th that, we
will tentatively set Case 23194 for a hearing on
January 5th pending further discussions today.

MR. HOLLIDAY: Great. Thank you, M.
Exam ner.

THE HEARI NG OFFI CER: Ckay. W th that,
we are Itenms 74 and 75, cases 23184, 23185. Advance
Energy Partners.

M5. HARDY: M. Exam ner, Dana Hardy
wi th Hi nkl e Shanor on behalf of Advance Energy
Part ners.

THE HEARI NG OFFI CER: Are there any
other interested persons for Cases 23184, 231857
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Heari ng none, Advance Energy nmay
proceed.

M5. HARDY: Thank you. |In Case numnber
23184, Advance seeks an order anendi ng Order nunber
R21949 to extend the deadline to conplete drilling
operations until May 19, 2024.

Order nunber R21949 approved a 720-acre
standard horizontal spacing unit in the Bone Spring
underlying the south half of the northeast quarter and
t he sout heast quarter of Section 13, the east half of
Section 24, and the northeast quarter of Section 24,
Townshi p 21 South Range 32 East in Lee County.

The order designated Advance as the
operator and pooled uncommtted interest in the unit.

The order dedicated the unit to the
Margarita Federal Com 5H, 6H, 7H, 8H, 11H, 12H, 15H,
16H, 19H, and 20H wells. And Advance asks the
Division to extend the deadline to conplete the wells
until May 19th of 2024.

I n Case nunber 23185, Advance seeks an
order anendi ng Order nunber R21852 to extend the
deadline to conplete drilling operations until June
19, 2024.

That order approved a 360-acre standard

hori zontal spacing unit in the Wl fcanp underlying the
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sout heast quarter of the northeast quarter and the
east half southeast quarter of Section 13, the east
hal f of Section 24, and the east half of the northeast
quarter of Section 25, Township 21 South Range 32
East .

And that order dedicated the unit to
the Margarita Federal Com 20H and 24H wel | s.

I n both cases, we provided the
affidavit of |landman Lizzy Loffer [ph] in support of
the applications. M. Loffer discusses the reasons
for the extension. She provides as attachnments to her
statenents the application of proposed notice of
hearing and the order that we are seeking to extend.

And as the reason for the extension,
Ms. Loffer [ph] explains that the wells were tinely
spudded under the orders but that additional tine was
required to conplete the wells because this project
i nvol ves 21 wells and that extending the conpletion
deadline will be nost efficient and pronote optinm
devel opnent.

We've al so provided in both cases ny
statenent on notice. And we did notify the interested
parties that we returned receipts fromboth of them

so | think there was one party in Case 23184 and there

were two parties in Case 23185.
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So with that, unless there are
guestions, | would ask that the exhibits be admtted
and that these cases be taken under advisenent. Thank
you.

THE HEARI NG OFFI CER:  Thank you.

M. Garcia, any questions?

MR. GARCI A: No questions.

THE HEARI NG OFFI CER: So Ms. Hardy,

t hese wells have been drilled. And they're just
sitting out there.

| don't know. M. Garcia, how |l ong do

they sit out there '"til we decide that they're
abandoned?

MR. GARCIA: So | don't have that | aw
exactly nenorized. That's Rob Jackson's [ph] group
normally. | don't know if we have exact clarity on
fromdrill to conpleted date. The conpul sory pulling
order gives themone year to drill, one year to
conplete the wells fromthe drilling date.

W' ve done a conpl etion extension
before, but it's probably been a good year and a half.
| was actually shocked to see these. But | don't know
I f we have exact rules on fromdrill to producing
dat e.

THE HEARI NG OFFI CER:  Yeabh. | just
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don't know if our 15-nmonth --

MR. GARCIA: | would have to check with
t he bonds and conpliance --

THE HEARI NG OFFI CER: -- non-production
applies to a drilled but not conpleted well.

MR. GARCIA: Yeah. |[I'd have to check
with the bonds and conpliance team

THE HEARI NG OFFI CER: Thank you.

| have no further questions, so with
that, are there any other interested persons for Cases
23184, 23185? Hearing none, the exhibits wll be
admtted into the record, and cases 23184 and 23185
wi Il be taken under advi senent.

(Cases 23184 and 23185 exhibit were

received into evidence.)

M5. HARDY: Thank you.

THE HEARI NG OFFICER: W th that, we are
on Items 76 and 77, Cases 23215, 23216, Spur Energy
Part ners.

MS. HARDY: M. Exam ner, Dana Hardy
w t h Hi nkl e Shanor on behal f of Spur Energy Partners.

THE HEARI NG OFFI CER:  Thank you.

MRC Del awar e Resources?

M5. VANCE: Good norning, M. Hearing

Exam ner and M. Garci a. Paul a Vance with the Santa
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Fe office of Holland and Hart on behalf of Matador.

THE HEARI NG OFFI CER: Thank you. Does
Mat ador have any objections to these cases going
forward by affidavit?

MS. VANCE: No.

THE HEARI NG OFFI CER:  Thank you.

Are there any other interested persons
for Cases 23215, 232167

Heari ng none, Spur may proceed.

MS. HARDY: Thank you. In Case nunber
23215, Spur seeks an order pooling additional
uncomm tted interest under the terns of Order nunber
R22273.

That order pooled uncommtted interest
fromthe top of the Yeso to a depth of approximtely
4,100 feet, underlying a 320-acre overl appi hg spaci ng
unit conprised of the north half of Section 32,
Townshi p 17 Sout h, Range 28 East in Eddy County. The
order dedicated the unit to the Blalock 32 State Com
1H, 10H, and 11H well s.

I n Case nunber 23216, Spur seeks an
order pooling uncommtted interest under the terns of
Order nunmber R22274, which pooled uncomm tted interest
froma depth of approximately 4,130 feet to the base

of the Yeso underlying a 320-acre overl appi ng spaci ng
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unit conprised of the north half of Section 32,
Townshi p 17 South, Range 28 East.

That order dedicated the unit to the
Bl al ock State Com 50H, 70H, and 90H wel | s. I n both
cases we have provided with our exhibit packets the
self-affirmed statenment of | andman Rett Dal ton.

M. Dalton provides the application of
proposed notice, well, the prior orders that we are
seeking to pool interest under. Exhibit A3 to his
affidavit is the plat of tracts, ownership interest,
and the uncommtted interest to be pool ed.

(Exhi bit A3 was marked for

I dentification.)

He provides the well proposal letter

and AFEs and the chronol ogy of contact. And in both

cases, the only additional party we are seeking to
pool 1s Matador.

Exhibit Bis ny notice affidavit, which
I ncl udes the notice letter, the certified mail and
return recei pts. And we know that ©Matador received
noti ce because they are here. So with that unless
there are questions, | would ask that the exhibits be
admtted and that these cases be taken under
advi senment. Thank you.
/1l
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(Exhibit B was marked for

i dentification.)

THE HEARI NG OFFI CER:  Thank you.

Well, first, Ms. Vance, any questions

or concerns?
M5. VANCE: No. Thank you,

Exam ner.

THE HEARI NG OFFI CER: M. Garcia, any

questions?

MR. GARCI A No questions, but | do

appreciate the nmulticolor pool list on your
M5. HARDY: Thank you. |I'm
hel pful .

THE HEARI NG OFFI CER: Thank you. So

did you send well proposals out to the new

MS. HARDY: Yes. Mat ador di

M. Hearing

exhi bits.

glad it's

parties?

d receive a

wel | proposal, as well. That's provided, | think, as
Exhi bit A4.

(Exhibit A4 was marked for

i dentification.)

THE HEARING OFFICER: It's, |ike, dated
May or sonet hing.

M5. HARDY: O 2022. Correct.

THE HEARI NG OFFI CER: Okay. Which was
sort of after before we issued the hearing, the order.
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s that right?

M5. HARDY: In the original cases?

THE HEARI NG OFFI CER:  Yeabh.

M5. HARDY: That could be. | know the
reason that Matador's being added is that there was
confusion over the title. So --

THE HEARI NG OFFI CER:  Ckay.

M5. HARDY: Yeah. So | believe that
that's correct.

THE HEARI NG OFFI CER:  Yeabh. It just --

MS. HARDY: Yeah.

THE HEARI NG OFFICER: [It's no serious
problemthere, but it just caught ny attention, the
dates. And also, as | nentioned, | think it's in your
| etter, notice letter. Please get our correct emuil
addresses on there. | think the e-permtting address
you gave, | clicked on it, and it actually goes to the
new addr ess.

So it sort of works, but there's a new
addr ess.

M5. HARDY: Okay. Thank you. |
t hought we had those --

THE HEARI NG OFFI CER: If you click on
it, you'll see on the top what the new address is.

M5. HARDY: Okay. We will make sure
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we' ve got that correct. Thank you.

THE HEARI NG OFFICER: W th that, any
ot her questions or coments on Cases 23215, 232167
Hearing none, the exhibits will be admtted into the
record and Cases 23215 and 23216 will be taken under
advi senment .

(Case 23215 and 23216 exhibits were

received into evidence.)

M5. HARDY: Thank you.

THE HEARI NG OFFICER: Wth that, we'l
go on Itens 78, Case 23207, Steward Energy 2, LLC

M5. MCLEAN:. Good norning. Jackie
McLean with Hi nkle Shanor on behalf of Steward Energy.

THE HEARI NG OFFI CER: Are there any
ot her persons interested in Case 232077

Heari ng none, Steward may proceed.

M5. MCLEAN: Thank you. |In Case nunber
23207, Steward seeks to pool all uncommtted interest
in the Bronco San Andreas South Pool within the San
Andreas formation underlying a 276.17-acre standard
hori zontal spacing unit conprised of the west half
sout heast quarter, southwest quarter northeast
quarters in Lots 1, 2, 5, 6, and 7, which is the east

hal f equi val ent of irregular Section 2.

Sorry, I'"'mjust nuting nyself. And I'm
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having a screen issue. Hold on one second. Okay.

So it's Irregular Section 2, Township
13 South, Range 38 East, in Lee County, New Mexi co.
And the spacing unit will be dedicated to the GIlligan
E 2H well, which will be horizontally drilled froma
surface hole location in Lot 4 of Irregular Section
35, Township 12, South Range 38 East to a bottom hole
| ocation in Lot 7 of Irregular Section 2 at Township
13 Sout h, Range 38 East.

And this is a proximty tract well.
And the exhibit packet submtted to the division
contai ned Exhibit A the |land professionals' testinony
and related I and exhibits, which include the plat of
tracts, ownership interests, pooled parties, a well
proposal letter, and a summary of comruni cati on.

(Exhibit A was marked for

I dentification.)

Exhi bit B, geol ogy testinony which
I ncl udes the |ocation map, structure map, and barrel
schemati c and a cross-section of the interval of
I nterest.

(Exhibit B was marked for

I dentification.)

And Exhibit C, notice testinony, which

sets out when the notice letter of this hearing and
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application were sent to the parties to be pool ed.
And we al so published notice of this hearing, which is
Exhi bit C4.

(Exhi bit C was marked for

I dentification.)

And with that, | ask that Exhibits A,
B, and C be admtted into the record in Case nunber
23207 and that it be taken under advi senent.

THE HEARI NG OFFI CER:  Thank you.

M. Garcia, questions?

MR. GARCIA: | do have a question. On
your conpul sory pooling checklist, you have
supervision rates, but it |looks like you're only
pooling mneral interest owmers. Are they subject to
t hose rates?

MS. MCLEAN: Let ne see. Let me go to
t hat .

MR. GARCI A: Because ny nmenory is
m neral interest owners aren't subject to supervision
rat es.

MS. MCLEAN. | believe we are -- let's
see. |'mhaving problenms with ny PDF here. Let ne
open this back up. | don't know what's going on with
my screen this morning. One mnute. Sorry about
t his.
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MR. GARCI A: No problem

M5. MCLEAN. Ckay. 1've got ny
exhi bits back up. Okay. So your question was that we
have supervision rates. And we're only pooling
m neral interest owners. | do believe it's on Page 16
in the PDF that it shows who we're pooling.

But | do believe that m neral interest
owners are subject to supervision rates, |like a
wor ki ng i nterest owner would be. But | --

MR. GARCIA: Ckay. M nenory -- yeabh.
My menory is they are not. So M. Brancard can
correct me. But if not, can we have a | andman subm t
an extra affidavit discussing that they are?

O M. Brancard, am | on the right path
here?

THE HEARI NG OFFI CER:  Well, you're
t al ki ng about an unl eased m neral interest. Correct?

MR. GARCI A: I --

THE HEARI NG OFFI CER:  Are we tal ki ng

about here, Ms. MLean?

M5. MCLEAN: | believe so.

THE HEARI NG OFFICER: So with an
unl eased m neral interest, they get a one-eighth
royalty, but seven eighths of their interest is
considered a working interest. So it would apply to
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the seven eighths of their interest.

MR. GARCI A: Ckay. That was all ny
guestions. And if M. Brancard thinks we're okay,
then | trust him

M5. MCLEAN: | trust him too.

THE HEARI NG OFFI CER:  Silly.

Okay. Are there any other interested
persons, then, for Case 23207?

Heari ng none, the exhibits in Case
23207 will be admtted into the record, and the case
wi |l be taken under advisenent.

(Exhibits A, B, and C were received

I nto evidence.)

MS5. MCLEAN: Thank you.

THE HEARI NG OFFICER: W th that, we're
on Items 79, Case 23209, Steward Energy.

M5. MCLEAN: Jackie MC ean for Steward
Ener gy.

THE HEARI NG OFFI CER: Are there any
ot her interested persons for Case 23209?

M5. FAIRMAN: Kristina Fairmn, Jessica
Brown' s daughter and heir.

THE HEARI NG OFFI CER:  Ckay. | believe
that | heard it. Your voiceis a little soft, so |

think I heard --
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MS. FAI RMAN:  Sorry.

THE HEARI NG OFFI CER: -- Kristina
Fai r man.

MS. FAI RMAN:  Yes. Yes, sir.

THE HEARI NG OFFI CER: And you're here
on behal f of --

M5. FAIRMAN: My nother who's deceased.
And | amthe executor as well as the only heir to her,
to this mneral rights.

THE HEARI NG OFFI CER: Thank you. Do

you have any objections to this case going forward?

M5. FAIRMAN: Well, | don't really
understand a lot of that. | nean, |I'ma registered
nurse. So | nmean, we haven't really -- |I've not been

of fered anything as far as leasing it or anything from
t hese particular people. So |I guess | need soneone to
try to explain this to ne.

And with ny son-in-law and ny son so we
under stand nore what's going on. So.

THE HEARI NG OFFI CER:  Ckay.

Ms. McLean, do you understand whose
I nterest is being discussed here?

MS. MCLEAN: | -- did she say --

Did you say Jessica Brown?

MS. FAIRMAN:  Yes. Jessica Brink
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Br own.

M5. MCLEAN. Thank you. And we don't
have an entry of appearance from anyone in this case.

THE HEARI NG OFFI CER:  Well, they have
entered an appearance right now by appearing. You can
do that.

And Ms. Fairman, did you receive notice
of this hearing?

M5. FAIRMAN:  Yes. However, they're

still sending this in ny nother's nane, which was
probably my error. | need to change that into ny
nanme. The will is probated, but people seemto know

how to contact nme now in regard to that. But | think
it canme in her nane and not mne. But it cane to ny
house, where she used to live.

THE HEARI NG OFFI CER: Okay. Here's
what we're going to do.

Ms. McLean, | will allow you to proceed
with presenting the evidence today. Okay? But we
will continue this case for a nonth to allow, you
know, any further discussions necessary with M.

Fai rman on behal f of the state.
And hopefully you can clarify. And you

can use the chat function to clarify what your address

Is, et cetera, to Ms. MLean right now.
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MS. FAI RMAN:  Yes.

THE HEARI NG OFFI CER: And they can get
in contact with you.

But with that, Ms. MLean --

M5. FAIRMAN: -- spoken to the | andman
that works with this particular |awer's group, so
knows about ne. | don't know why he hasn't told them
But .

THE HEARI NG OFFI CER:  Okay. No.

That's good. That's good. That's good. So they can
work with their |andman to get you the information.

M5. FAI RMAN: Okay. Thank you.

THE HEARI NG OFFI CER:  Thank you.

Ms. McLean, if you want to proceed with
t he case today?

M5. MCLEAN. Yes. Thank you, M.
Brancard.

In Case nunmber 23209, Steward seeks to
pool all uncommtted interest in the Bronco San
Andreas South Pool within the San Andreas formation
underlying a 480-acre nore or |ess standard hori zont al
spacing unit conprised of the southeast quarter of

Section 3 and the east half of Section 10, Township 13

Sout h, Range 38 East in Lee County, New Mexi co.
And the spacing unit will be dedicated
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to the Wexler Fee 2H well, which will be horizontally
drilled froma surface hole [ocation in the southeast
guarter, northeast quarter Unit H of Section 3,
Townshi p 13 South, Range 38 East to a bottom hole

| ocation in a southeast quarter, southeast quarter
Unit P of Section 10, Township 13 South, Range 38
East .

And this is a proximty tract well,
which will allow for the formation of the 480-acre
standard horizontal spacing unit. And the exhibit
package submtted to the division -- can you hear ne?

THE HEARI NG OFFI CER: -- maybe you can
mute yourself if you can. We're getting sone
f eedback. Thank you.

M5. MCLEAN: Can you hear ne?

THE HEARI NG OFFI CER:  Yes.

MC. MCLEAN. Ckay. Perfect. OCkay.
The exhi bit packet submtted to the division for Case
number 22 -- or sorry, 23209 contained Exhibit A, the
| and professional's testinony and rel ated exhibits,
whi ch include the plat of trust, ownership interest,
pool ed parties, a well proposal letter, and a summary
of communi cati ons.

(Exhibit A was marked for

i dentification.)
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Exhi bit B, geol ogy testinony, which
I ncl udes the | ocation map, structure map, and barrel
schematic, and a cross-section of the interest.

(Exhi bit B was marked for

I dentification.)

And then Exhibit C, notice testinony,
whi ch sets out when the notice letter of this hearing
and application were sent to the parties. And we al so
publ i shed notice, which is shown in Exhibit C-4.

(Exhibit C was marked for

i dentification.)

And we -- | believe that we could also
provide, if you would like, the actual letter that was
sent for Ms. Brown's interest if that would be
hel pful. And if possible, we would prefer if we could
just continue this to the Decenber 15th docket. |
think that should give us plenty of tinme to work out
this issue.

THE HEARI NG OFFI CER:  Thank you.

M. Garcia, any questions?

MR. GARCI A: No technical questions.

THE HEARI NG OFFI CER: Thank you.

Ms. Fairman, did you have any questions

at this point?

M5. FAIRMAN: -- Decenber 15th is going
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to be enough time. | want this really explained
t horoughly to ne and the options.

THE HEARI NG OFFI CER: Okay. | think
that's fair.

So with that, we will accept the
exhibits into the record.

(Exhibits A, B, and C were received

I nto evidence.)

This case will be continued to Decenber
15th for the discussions between the applicant and Ms.
Fairman. And it would be hel pful then if prior to the
date of 12/15 that the applicant could update us about
t hose di scussi ons.

UNI DENTI FI ED SPEAKER: | mean, this is
her son. W just said the Decenber 15th is not going
to be enough tine. W' d prefer to have it out because
we have no idea what they're intending to do or what
I's even being attenpted here at all. So | think
Decenmber 15th is too soon --

THE HEARI NG OFFI CER: Ckay. Thank you.

UNI DENTI FI ED SPEAKER: -- | nean, we --
THE HEARI NG OFFICER: | m sheard. |
t hought Ms. Fairman said Decenber 15th was fi ne.

M5. FAIRMAN: Sorry. No. | would ask
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for it to be extended. That's too soon, | feel Ilike.

THE HEARI NG OFFI CER: Okay. Well,
then, the next date is January 5th.

UNI DENTI FI ED SPEAKER: That's fi ne.

But who is --

MS. FAI RMAN:  Okay.

UNI DENTI FI ED SPEAKER: -- who is to be
getting in contact with us to describe exactly what's
goi ng on and then what exactly they're trying to do?
| mean, we just -- we're getting this information that
she could be responsible for 200 percent of the cost
If there's nothing found? | nean, it's all this
ver bi age we have no idea what the hell is going on.

So we would like to know what is going
on before -- well beforehand.

THE HEARI NG OFFI CER: Yes. You know,
obvi ously, | expect the applicant to provide us wth
I nformati on about how they have contacted this party.
And it's up to them how they want to do it, directly
or through their |landman, et cetera. But they need to
explain their options --

UNI DENTI FI ED SPEAKER: She's received
| etters just basically saying that they want to drill
on the land. That's all that we've received, which

| eaves us nothing. And it's basically saying if she
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doesn't respond, they're going to go ahead and try to
drill anyway. And so | nean, that's the only
comuni cati on that we've received.

THE HEARI NG OFFI CER: Wl |, hopefully
they will provide you with better details about the
opti ons.

UNI DENTI FI ED SPEAKER: Hopefully so.

THE HEARI NG OFFI CER: Thank you.

Wth that, this case will be continued
then to January 5th.

MS. MCLEAN. Thank you, M. Brancard.

THE HEARI NG OFFI CER:  Thank you. W
are now on Item 80. This is Case 23187, Oxy USA, Inc.

MR. MOELLENBERG. Good norning, M.
Exam ner. Dalva Moell enberg from Gal | agher and
Kennedy for Oxy USA, Inc.

THE HEARI NG OFFI CER: Are there any
ot her interested persons for Case 23187?

Heari ng none, M. Mbellenberg, to
explain the situation here, there is a prior
application for the sanme spacing unit. You want to
add a new well, but we haven't issued an order yet.
So you filed a new application. Am | on the right
page here?

MR. MOELLENBERG M. Exam ner, pretty
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close. There is a prior case regarding the sane
spacing unit. That's Case 22928. Last week, an order
was issued in that case. It's R22399. And again,
this covers the sanme spacing unit. |If you |ike, |
could go over the details of that.

So with that order having been issued
between the tine the application in Case 23187 was
filed and now, | think the appropriate way to proceed
here woul d be to anmend the Order 22399 to add the
additional Well 21H that is addressed in Case 23187.
So with that, that's my way of introduction.

And | guess |I'd suggest we go ahead and
put on the information and evidence in 23187 and then
per haps consolidate it wth Case 22928 such that the
exi sting order can now be anmended to add the
addi tional well.

THE HEARI NG OFFI CER:  Thank you. \Why
don't you proceed with your case, and then we'll
di scuss?

MR. MOELLENBERG. Thank you, M.

Exam ner.

In Case 23187, Oxy seeks to pool the
unconm tted mneral interest in 480-acre spacing unit
in the Bone Springs formation underlying the west half

of the west half of Sections 1 and 12 of Township 22

Page 90

Paul Baca Professional Court Reporters 505.843.9241
A Veritext Company www.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

Sout h, Range 32 East and the west half of the west
hal f of Section 36, Township 21 South, Range 32 East
in Lee County.

As indicated a bit ago, Order R22399
al ready establishes sane spacing unit as is proposed
in Case 23187. So in the prior case 22928 and in the
order that | referenced, this spacing unit was
dedi cated to the Paswap [ph] 1236 Fed Com Nunber 11H
wel | .

And in the application in Case 23187,
Oxy has asked that the spacing unit be dedicated al so
to the 21H well. These are in the red tank Bone
Spring pool code 51683. For the 21H well, both the
surface and bottom hole | ocations are simlar to those
for the 11H well

The surface location is Unit C, the
nort heast quarter of the northwest quarter of Section
13, Township 22 South, Range 32 East, with an intended
bottom hole location in Unit D of the northwest
gquarter of the -- I'msorry, the northwest quarter of
t he west quarter of Section 36, Township 21, Range 32
East .

One thing to note in the application in
Case 23187, the proposed well depth is 95, 110 feet.

That is about the sanme depth as was proposed for the
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11H well. Oxy is proposing to nove the depth of the
11H wel | deeper to avoid any collision with the 21H
wel | .

We' ve submtted the hearing packet,
whi ch consists of Exhibit A the conpul sory pooling
checklist, Exhibit B, the application, Exhibit C, the
affidavit of Anber Delach, the |and negotiator, which
I ncl udes Exhibits Cl, the G102, C2, the land plat and
ownership interest, C3, the well proposal and AFE, and
C4, the information on contact with the interest
owners.

(Exhibits A, B, and C were marked for

I dentification.)

And | would note that the only
uncomm tted interest that Oxy is seeking to pool at
this time are those of Chevron M dcontinent LP and
Hi ghl and Texas Ener gy Conpany.

Oxy Exhibit Dis the affidavit of
Dani el Burnett, the geol ogist, which includes Exhibits
D1 through D4, the geol ogy exhibits, which essentially
are the sane as those in the prior case.

(Exhibit D was marked for

I dentification.)

Oxy Exhibit E covers the notices to the

I nterest holders and then Exhibit F is the proof of

Page 92

Paul Baca Professional Court Reporters 505.843.9241
A Veritext Company www.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

publication of this hearing.

(Exhibits E and F were marked for

i dentification.)

And we woul d ask that the affidavits
and exhibits be admtted and this case be taken under
advi senment for appropriate action as we've di scussed
previ ously.

THE HEARI NG OFFI CER: Thank you.

M. Garcia?

MR. GARCIA: No questions in regards to
this case but naybe some comments on procedura
matters after you weigh in.

THE HEARI NG OFFI CER:  Ckay.

My only concern, M. Moellenberg, and I

think 1'"ve figured it out, is on Page 18 of your

exhibits -- at least it's listed on our end is Page
18. It's your interests chart.
MR. MOELLENBERG. Ckay. |I'mwth you.

THE HEARI NG OFFI CER: As you said,

you're only pooling Chevron and Hi ghl and.
But if you |look at the math on the far
right colum that tal ks about comm tted and
uncomm tted interest, you have a nuch higher
percentage of unconmtted interests there sort of as
if -- and | think it's COG Altar, Strategic are still
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| isted as uncomm tted.

But they're now commtted. Correct?

MR. MOELLENBERG. Correct. | see what
you nmean, and | think we just didn't get that updated
fromthe prior exhibits. So you're correct. For
Tract 1, the uncommtted interest should be those of
Hi ghl and, which is .175 percent rather than the 5
percent listed in the totals.

And in Tract 2, the uncommtted
I nterest should be 15.35 percent rather than the 35
percent. And if you like, we can submt a correction
of that.

THE HEARI NG OFFI CER:  Yeah. | think
that would help just to clear up any confusion as
we're | ooking at this.

MR. MOELLENBERG  Ckay.

THE HEARI NG OFFI CER:  Thank you for
clarifying who is actually being pooled. That's
what's inportant.

Al right. Wth that, M. Garcia, |
guess, | think we've dealt with this once before where
an application sort of turns into an anmendnent because
we' ve issued an order in the nmeanwhil e.

MR. GARCI A: Correct.

THE HEARI NG OFFI CER: So that woul d be,
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| guess, ny thought, is to just transformthis
application into an amendnent to the existing order.
MR. GARCI A: Yeah. | agree. The
comments | was reserving were | think I would need a
new conpul sory pooling checklist which reflected both

wells in it because this one only seens to have the

new well. And then, on the 102, have the rest of the
header filled in such as pool nane, pool code, et
cetera.

Those are the comments | was savi ng.
But | agree with your nethod.

THE HEARI NG OFFI CER:  All right.

So did you get all that, M.
Moel | enberg? So we want to --

MR. MOELLENBERG  Yes. Thank you, M.
Examner. | believe that | have that. So we wll
submt a new checklist. W wll take a |look at the C
102 and al so provide a revised exhibit C2 reflecting
t he proper percentages of the comnmtted and
unconm tted interests.

THE HEARI NG OFFI CER:  Ckay. | think
that's what we asked for. Checklist, C 102, and
I nterests.

Are there any other interested persons

or comments then on Case 23187?
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Heari ng none, the exhibits wll be

admtted into the record. Case will be taken under
advi sement and wll be treated as an anendnent to an
exi sting order and the record will be left open for

the submttal of revised checklist C 102 and interest
owner |ist.

(Exhibits A through F were received

I nto evi dence.)

MR. MOELLENBERG  Thank you very nuch.

THE HEARI NG OFFI CER:  Thank you.

Wth that, we are on Item 81, Case
23183, WPX Energy Perm an.

M5. VANCE: Good norning, M. Hearing
Exam ner and M. Garcia. Paula Vance with the Santa
Fe office of Holland and Hart on behal f of WPX

THE HEARI NG OFFI CER:  Thank you. Ms.
Vance, your voice is a little quiet, soft. WMaybe you
want to get a little closer to your speaker.

M5. VANCE: Can you hear ne now?

THE HEARI NG OFFI CER: That's a little
better. Yes. Thank you. Okay.

M5. VANCE: |'m not sure what's going
on.

THE HEARI NG OFFI CER: Are there any

ot her interested persons for Case 231837
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Hearing none, WPX may proceed.

M5. VANCE: Thank you, M. Hearing
Exam ner. In Case 23183, WPX seeks an order pooling
all uncommtted interest in the Wil fcanp fornmation.
That's the Purple Sage Wol f canp pool code 98220.

And that's underlying a 431.99-acre
nore or |ess standard horizontal well spacing unit
conprised of the west half of Section 26 in Lots 7
t hrough 10 of Irregular Section 35, which is
equi valent to the northwest quarter. And that's in
Townshi p 26 South, Range 29 East, Eddy County, New
Mexi co.

And WPX seeks to pool and initially
dedi cate this Wbl fcanp spacing unit to the proposed
Steel Cuitar 35-25 Fed Com nunber 451H well. In this
case, we have provided the conpul sory pooling
checklist, as well as the self-affirnmed statenment of
| andman Ryan Cl oer and geol ogi st Keegan Depriest, both
of whom have previously testified before the division.

And their credentials have been
accepted as a matter of record. M. Cloer's
self-affirmed statenment is Exhibit C, which includes
sub-exhibits Cl, C 102, C2, a land tract map and
ownership schedule, C3, a sanple well proposal letter

and AFE, and C4, chronol ogy of contacts.
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(Exhibits C1, C2, C3, and C4 were

mar ked for identification.)

This is followed by M. Depriest's
self-affirmed statenment, which is Exhibit D and
I ncl udes sub-exhibits D1, a |ocator map and structure
map, D2, a Wbl fcanp cross-section map, and D3, a
Wl f canp cross-section. In this case, M. Depriest
did not observe any faulting, pinch-outs, or other
geol ogi cal inpedinents to the horizontal drill of this
wel | .

(Exhibits D1, D2, and D3 was narked for

I dentification.)

And then lastly is Exhibit E, a
self-affirmed statenent of notice with sanple letters
that were tinely mail ed on Novenber 11, 2022, and in
Exhibit Fis the affidavit of notice of publication,
whi ch was tinmely published on Novenber 15, 2022.

(Exhibits E and F were narked for

i dentification.)

And unl ess there are any questions, |
woul d ask that all exhibits and sub-exhibits be
admtted into the record and that Case 23183 be taken
under advi senent by the division at this tine.

THE HEARI NG OFFI CER: Thank you.

M. Garcia, questions?
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MR. GARCI A No questions.

THE HEARI NG OFFICER:  So you're in the
Purpl e Sage Wbl f canp?

M5. VANCE: That's correct.

THE HEARI NG OFFI CER: So and the tract
size then is a 3207

MS. VANCE: Correct.

THE HEARI NG OFFI CER:  So you're
conmbining a 320 half section within an irregular
tract?

M5. VANCE: That's correct, M. Hearing
Exam ner.

THE HEARI NG OFFI CER: On the assunption
that the Wbl fcanp spacing, Purple Sage spaci ng woul d
cover that irregular tract?

MS. VANCE: That's correct. And to
note on that irregular tract, | don't think I
mentioned it when | was speaking. But that irregular
tract buts up against the New Mexico/ Texas border.

THE HEARI NG OFFI CER:  Well, you're not
the only one today. W had anot her case on the
eastern border of the state earlier with irregul ar
tracts against Texas. So glad we're using up a |lot of
the state.

MS. VANCE: Wast ed resources.
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THE HEARI NG OFFI CER: Are there any
ot her persons, then, for Case 231837

Heari ng none, the exhibits wll be
admtted into the record, and Case 23183 wl| be taken
under advi senment.

(Exhibits C through E were received

I nto evi dence.)

M5. VANCE: Thank you, M. Hearing
Exam ner.

THE HEARI NG OFFICER:  All right. W're
on Case 82, 23186, Redwood Operating, LLC.

M5. VANCE: Good norning again, M.
Heari ng Exam ner and M. Garcia. Paula Vance with the
Santa Fe Office of Holland and Hart on behal f of the
appl i cant Redwood Operating LLC.

THE HEARI NG OFFI CER: Thank you.

Are there any other interested persons
for Case 231867

Heari ng none, Redwood, which | believe
is acting on behalf of another interest owner, may
proceed.

M5. VANCE: That's correct, M. Hearing
Exam ner. Thank you. So in Case 23186, Redwood seeks

orders for an order pooling all unconmtted interest

in the Yeso formation, and the pool is the Red Lake
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G orieta Yeso. And the pool code is 51120.

And this is underlying a standard
160-acre nore or |ess horizontal spacing unit
conprised of the north half north half of Section 17,
Townshi p 18 South, Range 27 East, Eddy County, New
Mexi co.

And Redwood seeks to pool and initially
dedicate this Yeso spacing unit to the proposed
spar kplug 17 Federal Com nunber 1H well, nunber 2H
wel |, and nunmber 3H well.

In this case, we have provided the
conmpul sory pooling checklist, as well as the
self-affirmed statenent of |andman Derek Smth and
geol ogi st Carl Sadl er, both of whom have previously
testified before the division. And their credentials
have been accepted as a matter of record.

M. Smth's self-affirmed statenent is
Exhibit C, which includes sub-exhibit Cl1. And that's
a -- hello? Sorry. Sounded |ike there was sone
f eedback com ng in.

THE HEARI NG OFFI CER: There was. But
It's been dealt with. Thank you.

MS. VANCE: So Cl is a letter from
Pecos Ol and Gas, LLC. It's a self-affirned

statenment from|l believe it is one of their corporate
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menbers describing the nature and affirm ng the
rel ati onship between Pecos and Redwood that you
mentioned earlier, M. Brancard.

Then C2 is the C-102s. C3 is the |and
tract map and ownership schedule. And C4 is a sanmple
wel | proposal letter and AFEs. And lastly C5 is a
chronol ogy of contacts.

(Exhibits C1, C2, C3, and C4 were

mar ked for identification.)

This is followed by M. Sadler's
self-affirmed statenment, which is Exhibit D and
I ncl udes sub-exhibits D1, a |ocator map, D2, an
acreage position map, and D3, a project area and
subsea structure map and D4, a cross-section map and
stratigraphic cross-section.

(Exhibits D1, D2, D3, and D4 were

mar ked for identification.)

In this case, M. Sadler did not
observe any faulting, pinch-outs, or other geol ogical
I npedi nents to the horizontal drilling of these wells.
Lastly is Exhibit E, a self-affirmed statenent of
notice with sanple letters that were tinely nmailed on
November 11, 2022.

(Exhibit E was marked for

I dentification.)
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And Exhibit F, and affidavit of notice
of publication, which was tinely published on Novenber
15, 2022. And unless there are any questions, | would
ask that all exhibits and sub-exhibits be admtted
into the record and that Case 23186 be taken under
advi senment at this tinme by the division.

(Exhibit F was marked for

I dentification.)

| did want to go ahead and clarify just
a couple of things, actually, before any questions in
case this may be helpful. | did discuss with Redwood
regarding XTO. Notice of the hearing was provided and
addi ti onal conpany to XTO.

| confirmed with the landman M. Smth
that through email correspondence with XTO, M. Smth
did provide notice of the exact hearing date, which
was an email correspondence on Novenber 7th. |
noticed that their letter was still in transit and
just wanted to make clear that XTO was aware of the
date of the hearing.

THE HEARI NG OFFI CER:  Thank you.

M. Garcia?

MR. GARCI A: The only question | had,
can you submt another CP checklist which has your

supervision rates and risk charge in it right now that
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you referenced exhi bits?

MS. VANCE: Yes. | think that |
pointed to --

MR. GARCIA: | think that the exhibit's

fine, but we prefer to have the nunerical value in

there since it's called out in the paragraph. | think
it's, |like, Paragraph 26 references it.
M5. VANCE: Yes. | can do that. |

apol ogi ze. That shoul d have been in there.

MR. GARCIA: | believe that's all the
guestions | had.

THE HEARI NG OFFI CER:  Thank you.

And t hank you, Ms. Vance, for
clarifying that XTO has actually heard of this
hearing. |Is that correct?

M5. VANCE: That is correct. That's ny
understanding. And M. Smth did forward ne the email
to XTO, his contact, which | believe was |listed on
Exhibit C5. M. WIlliam Davis, they had emil
communi cation. And M. Davis was nade aware of the
heari ng today.

THE HEARI NG OFFI CER:  Thank you.

That's pretty inportant because as | read the
docunents, it | ooks |ike XTO owns over 81 percent of

the interest in this spacing unit.
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M5. VANCE: That's correct. | also had
addi ti onal communication with M. Smth regarding
this. And it's ny understanding that once an order
for conpul sory pooling is issued by the division, then
that should pronpt an assignnment from XTO to Pecos.

But it's their understanding -- or ny
understanding that there is going to be an assi gnnment
made to Redwood or Pecos in this case on the interest.

THE HEARI NG OFFI CER: Okay. Thanks.
That's good to know because ny math shows that Pecos
owns |less than 5 percent of the interest in this
spaci ng point at this point.

M5. VANCE: That's correct. And if
it's also hel pful, | did also get comruni cation from
M. Smith regarding CPZ on Apache. Simlarly, CPZ or
Apache and Redwood, they have a letter agreenent in
pl ace that was dated that they just got signed on
Novenber 29t h.

And they've agreed to the operations
under a conpul sory pooling order in addition to the
provi sions that they agreed to in the letter
agr eenment .

THE HEARI NG OFFI CER: Thank you.

That's hel pful. 1It's obviously nothing -- there's no

| npedi ment about what the nature of the interest has
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to be in New Mexico. We're not |ike Col orado where
they have a threshold percentage for interest you have
to have before filing for compul sory pooling. Not
t hat we haven't thought about that.

So with that, are there any other
guestions or concerns for Case 231867

Heari ng none, the exhibits wll be
admtted into the record. Case 23186 will be taken
under advi senment.

(Exhibits C through F were received

I nto evi dence.)

And | think you wanted a revised
checklist. |Is that correct, M. Garcia?

MR. GARCI A: Correct.

MS5. VANCE: Easy enough. And
apol ogi ze. That should have been in there.

THE HEARI NG OFFI CER: |s there anything
el se we need, M. Garcia?

MR. GARCIA: | don't believe so.

THE HEARI NG OFFI CER: Ckay. Thank you.
Wth that, the case is taken under advisenent, and we
can nove on

We are now on Item 83 on our worksheet
today. This is Case 23204, Oxy USA, Inc.

M5. VANCE: Good norning, M. Hearing
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Exam ner and M. Garcia. Paula Vance with the Santa
Fe office of Holland and Hart on behalf of the
appl i cant Oxy.

THE HEARI NG OFFI CER: Thank you.

Are there any other interested persons
for Case 23204?

Heari ng none, Oxy may proceed.

M5. VANCE: Thank you, M. Hearing
Exam ner. I n Case 23204, Oxy seeks a pooling order
pooling all uncommtted interests in the Wolfcanp oil.
The pool is WC-025G 08S223227D. And that's the upper
Wol f canp. The pool code is 98286.

And that's underlyling a standard 640-
acre nore or |ess horizontal spacing unit conprised of
the west half of sections 25 and 36, Township 22
Sout h, Range 32 East, Lee County, New Mexico. And Oxy
seeks to pool and initially dedicate this Wl fcanp oil
spacing unit to the proposed stacked caps 25, 36, Fed
Com 31H well, 32H well, 33H well, and the 311H wel|.

And | would note that the nunber 33H
well is at a nonstandard |ocation that's indicated in
t he conmpul sory pooling checklist. Oxy will vie for an
adm ni strative approval on that. And also the well
number 311H is the defining well. And it's using

proximty tracts creating the larger spacing unit.
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In this case, we have provided the
conpul sory pooling checklist, as well as a
self-affirmed statenent of |and negotiator by Anber
Del ach and geol ogi st Dani el Burnett, both of whom have
previously testified before the division, and their
credentials have been accepted as a matter of record.

Ms. Delach's self-affirmed statenent is
Exhi bit C, which includes sub-exhibits Cl1, C102s, C2,
a land tract map and ownership schedule, C3, a sanple
wel | proposal letter and AFEs, and C4, a chronol ogy of
contacts.

(Exhibits C1, C2, C3, and C4 was narked

for identification.)

This is followed by M. Burnett's
self-affirmed statenent, which is Exhibit D and
i ncl udes sub-exhibits D1, a | ocator map, D2, a subsea
structure map, D3, a structural cross-section map, and
D4, a stratigraphic cross-section.

(Exhibits D1, D2, D3, and D4 were

mar ked for identification.)

In this case, M. Burnett did not
observe any faulting, pinch-outs, or other geol ogic
| npedi ments to the horizontal drilling of these wells.

Lastly is Exhibit E, a self-affirnmed statenent of

notice with sanple letters that were tinely mailed on
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Novenmber 11, 2022, and Exhibit F, and affidavit of
noti ce of publication, which was tinmely published on
November 13, 2022.

(Exhibits E and F were nmarked for

I dentification.)

And unl ess there are any questions, |
woul d ask that all exhibits and sub-exhibits be
admtted into the record and that Case 23204 be taken
under advisement at this tinme.

THE HEARI NG OFFI CER:  Thank you.

M. Garcia?

MR. GARCIA: A few things. Sane
comments with the checklist. They're m ssing the
number val ue for the supervision costs and the risk
charge. |If we could get one of those. All of the
102s are mi ssing the pool information. The bigger
guestion | guess | have is PDF page 17, Exhibit C2.

This schematic shows all the wells in
the west half west half, where your C-102s show t hem
in the west half west half, east half of the west
hal f. The locations seemto be different.

M5. VANCE: | see what you're saying,
and | apologize that | did not catch that. And that's
a easy fix to just nove those so that they match up

with the C 102s. And | believe that | can check to
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see regarding the C-102s. Those were filed on Cctober
18, 2022.

And | can see about having the pool
name and code added on there and add sone revised
exhibits into the record if that would be hel pful.

MR. GARCIA: Yeah. So is Exhibit C2 an
error, then?

M5. VANCE: |'m not sure | would cal
it an error, but I can certainly have that added, and
we can refile that if it would be hel pful.

MR. GARCIA: Yeah. | guess |'mjust
maki ng sure that the 102s are correct, and these wells
are throughout the entire 640 acres. They're not all
in the west southwest half.

M5. VANCE: Yes. Yeah. | wll reach
out to Oxy -- yes?

M5. DELACH. Sorry. This is Anmber
Delach. | can confirmthat the spacing is the west
hal f .

MR. GARCIA: A few things. M.
Brancard m ght have to swear you in. But | agree it's
the west half. The well placenent on one of the
diagranms is just all wells are in the west half of the
west hal f.

THE HEARI NG OFFI CER: The question is,

Page 110
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.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

what's correct, the C-102 |ocations or that Page 17,
Exhibit C2, which shows all the wells in the west half
of the west half of the section?

MR. GARCI A: Correct.

M5. VANCE: Right. And | don't want to
-- I"'mnot sure if Ms. Delach has the exhibits open.
| have them open, and | can see that. The C-102s
should be correct. And I think that all this requires
I's updating the C2 land tract map to nake sure that it
reflects exactly what's in the C102s on --

THE HEARI NG OFFI CER: |If you can get
changes nmade, that would be terrific.

MR. GARCIA: And | believe that's all
my questi ons.

THE HEARI NG OFFI CER:  Thank you.

So with that, we will admt the
exhibits into the record. And this case will be taken
under advisenent. The record will be |eft open for a

revi sed checklist for the charges percentages, revised
C- 102s.

(Exhibits C through F were received

I nto evidence.)

M. Garcia, is that correct?

MR. GARCIA: |f they have the ful

I nformation, yes.
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THE HEARI NG OFFI CER: Ckay. And then
but nore inportantly revised Exhibit C2 to conply with
-- conformwith, sorry, the C-102s and the correct
| ocati ons of the wells.

MR. GARCI A: Correct.

THE HEARI NG OFFI CER: |s that okay, Ms.
Vance? Did you get all that?

MS. VANCE: | did.

THE HEARI NG OFFI CER: And as al ways,

t wo- week deadline on these changes. Thank you. Wth
t hat, Case 23204 is taken under advisenent.

M5. VANCE: Thank you, M. Hearing
Exam ner.

Thank you, M. Garci a.

THE HEARI NG OFFI CER:  We are now on
|tem 84, Case 23217, WMatador Production Conpany.

M5. VANCE: Good norning, M. Hearing
Exam ner and M. Garcia. Paula Vance with the Santa
Fe office of Holland and Hart on behal f of Matador.

THE HEARI NG OFFI CER: Thank you. Are
there any other interested persons for Case 232177

Heari ng none, Matador may proceed.

MS. VANCE: Thank you, M. Hearing
Exam ner. I n Case nunber 23217, Matador seeks to

anend the division orders for Silver Fed wells, and
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that's the nunmber 501H, nunber 502H, and the nunber
601H and is respectfully requesting an extension of
time to commence drilling the initial wells under
orders for those wells that | just gave.

So in this exhibit packet, we have
provi ded the extension applications, which is Exhibit
A, a copy of the original orders, which is Exhibit B.
That's foll owed by Exhibit C, which is an affidavit
fromthe | andman M. | saac Evans in which he attests
why there is good cause to extend these orders.

(Exhibits A B, and C were marked for

I dentification.)

And just to give a brief synopsis, the
reasoning is there's lesser prairie chicken
restrictions in place and do not end until June 15,
2023, in this area. And also Matador is currently
devel opi ng the adjacent acreage, which has caused sone
surface spacing limtations and restricted the ability
to simultaneously devel op these | ands.

This is followed by Exhibit D, which is
the original notice |list for the previous cases and
associated with the current case. | provided that
because last tinme, | think there was sone questions

about who was noticed previously in contrast with who

was being noticed in the current case.
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(Exhibit D was marked for

i dentification.)

And also just to note in Paragraph 8 of
Exhibit C, the |andman M. Evans provi des sone
i nformati on about why certain parties were not
provi ded notice in this case.

And then lastly is Exhibit E, a
self-affirnmed statenent of notice with sanple letters
that were tinely mail ed on Novenber 11, 2022, and a
affidavit of notice and publication, which is Exhibit
F and was tinely published on Novenber 13, 2022.

(Exhibits E and F were marked for

I dentification.)

And | don't know if | stated that the
| etters were tinely mail ed on Novenber 11, 2022. And
unl ess there are any questions, | would ask that the
exhibits be admtted into the record and that Case
nunber 23217 be taken under advi senent by the division
at this tine.

THE HEARI NG OFFI CER: Thank you.

M. Garcia, any questions?

MR. GARCIA: | have no questions.

THE HEARI NG OFFI CER: Thank you.

| don't believe I have questions

either. But this is your second anendnent. Right?
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M5. VANCE: That's correct. But just
to note, these wells initially were pool ed under
Ascent. And then it wasn't until the first request
for extension that Matador took over on these wells.
So this is -- yeah.

THE HEARI NG OFFI CER: Thank you. You
provi ded us an expl anati on, and we hope you don't cone
back again for another extension.

M5. VANCE: | hope not either.

THE HEARI NG OFFICER: Wth that, are
there any other interested persons that in Case 232177

Hearing none, the exhibits wll be
admtted into the record, and Case 23217 wll be taken
under advi senent.

(Exhibits A through F were received

I nto evi dence.)

M5. VANCE: Thank you, M. Hearing
Exam ner.

Thank you, M. Garci a.

THE HEARI NG OFFI CER:  All right. Let's
try two nore cases before we take a break. So Itens
85 and 86, they would be Cases 23211, 23212, Kai ser-
Francis G| Conpany.

MR. BRUCE: M. Exam ner, Jim Bruce for
Kai ser - Franci s.
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THE HEARI NG OFFI CER:  Thank you.

And | believe we have an entry of
appearance from MRC Perm an.

MR. RANKIN. Good norning, M.

Exam ner. Adam Ranki n appearing on behalf of the
conpany MRC Perman with the Santa Fe office of
Hol | and and Hart. We do not oppose these cases
proceedi ng by affidavit.

THE HEARI NG OFFI CER: Thank you.

Are there any other entries of
appearance for Cases 23211, 232127

Heari ng none, M. Bruce and
Kai ser- Franci s may proceed.

MR. BRUCE: M. Exam ner, in these
cases, both of these cases, Kaiser-Francis seeks to
pool the southeast quarter of Section 5 and the east
hal f of Section 8 in 24 South, 34 East. |In Case 211,
pool the Bone Spring formation. And in Case 212, to
pool the Wbl fcanp | ocati on.

| woul d point out that these are not

proximty tract units. The wells are in the South
Bell Lake Unit, and there are special pool rules in
both the Bone Spring and the Wl fcanp, which fix 480
acres as the standard well unit.
The exhi bit packages contain, of
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course, the applications and proposed noti ce,
affidavit of |andman Brendan Kushner [ph], and that
contains the usual attachnents. Attachnment Ais a
| and plat showing the tracts invol ved.

(Exhibit A was marked for

I dentification.)

MRC Perm an owns a 6.25 percent working
I nterest in the southeast quarter southeast quarter of
Section 8, which is Tract 7 on this plat. And
Attachment B are the C-102s. And for once, | hope
they're conplete. The information on the interest
ownership, MRC is the entity being pool ed.

(Exhibit B was marked for

I dentification.)

There's a summary of comruni cati ons
t hat show that Kaiser-Francis and MRC have been in
contact for over a year and a half at this point. And
MRC Perm an would like to enter into a -- | nean,

Kai ser-Francis would like to enter into a JOA with MRC
Perm an, but that has not occurred as of yet.

Al'l of the other working interest
owners of which Kaiser-Francis is a substanti al
majority owner are subject to the JOA for the South
Bel |l Lake unit. Exhibit 3 is the verified statenent

of Lee Lindman showi ng in each case a structure map,
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| sopach maps, and a cross-section show ng the target

zones.

(Exhibit 3 was marked for

I dentification.)

And the affidavits contain the usual
i nformation. And then, there are drilling

st andar di zed horizontal well plans attached. The
applicant does request if MRC is pooled a 200 percent
risk charge. And they are also asking for $8,000 a
month for drilling well and $800 a nmonth for a
produci ng wel | .

Exhibit 4 is nmy affidavit of notice. |
did not do a pooling spreadsheet because as | said,
there's only one entity being pooled. Did get the
green card back, and al so of course MRC Perm an has
entered an appearance in this matter.

(Exhibit 4 was marked for

I dentification.)

And trying to figure out what the
exam ners mght ask ne, | would -- the one thing that
was glaring to ne is that the green card that | did
receive in the mail a few days ago is not signed, nor

the date of delivery showmn. And | tried to dig up

info on the USPS website. And there was none to be
f ound.
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So that had been returned to ne through
the mail. And because of MRC Perm an's entry of
appearance, |I'mpretty sure they did receive notice.
And then, Exhibit 5 is a pooling checklist.

(Exhibit 5 was marked for

I dentification.)

And with that, | think the exhibit
package is conplete. | would nove the adm ssion of
Exhibits 1 through 5 and ask that the matters be taken
under advi senent.

THE HEARI NG OFFI CER: Thank you.

M. Rankin, MRC, any questions,
concerns, any clarification on the notice?

MR. RANKI N: No, M. Exam ner. Thank
you.

THE HEARI NG OFFI CER: Are you aware
whet her MRC did actually receive the notice of this
hearing?

MR. RANKIN. | believe they did, M.
Exam ner, because they reached out to us to request
our entry of appearance.

THE HEARI NG OFFI CER:  Thank you.

M. Garcia, questions?

MR. GARCIA: | have a question.
And M. Brancard, | m ght have a
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guestion to you, too.

M. Bruce, one thing that |I guess stood
out to me on these two cases were these wells are
drilled, which is fine. | guess the part that stood
out to ne is they appear to be producing al so, which |
bel i eve m ght present an issue.

M. Brancard, are we allowed to produce
bef ore a conpul sory pooling order is issued?

THE HEARI NG OFFI CER: | don't believe
Sso.

MR. GARCIA: VWhich interestingly, we do
not have production reports for these wells producing,
but we do have nmultiple flaring and venting reports
with reasons, corrective actions stating we w |
curtail production or shut-in the well, which | eads ne
to believe these wells are producing.

MR. BRUCE: And M. Garcia, | can
verify that for you. | do not have that information.

MR. GARCIA: It seens pretty material.

MR. BRUCE: But since the C 102s
reflect that -- well, the wells do have APl nunbers.
And so that would probably be an indication.
MR. GARCIA: Correct. Because that's
the --
MR. BRUCE:. | wll ask ny client what
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is going on, and I will email both of the exam ners.

MR. GARCIA: Yeah. Well, | wll defer
to M. Brancard on how we want to proceed. But | wll
note |'mstaring at the Bell Lake 218H flaring report,
which flared back in February 2022 with comments of,
"We will curtail production and shut-in the well as
our ongoing efforts with downstream providers to
I ncrease reliability of takeaway."

MR. BRUCE: Thank you, M. Garci a.

MR. GARCIA: M. Brancard, | will pass
to you. That was the only that stood out to nme in
t hese cases.

THE HEARI NG OFFI CER:  Well, that's
i nteresting. Well, maybe they're just, you know, not

produci ng anything. They're just flaring.

MR. GARCI A: Yeah. W have the
production reports that | see.

THE HEARI NG OFFI CER:  All right. Yes.
Well, the thing that stuck out for nme was the 480-acre
unit size here. | thought this --

MR. BRUCE: Yeah. M. --

THE HEARI NG OFFI CER: -- was a typo,
M. Bruce, but you explained that it's not.

MR. BRUCE: For once, | was correct.
Yeah. But | can't renmenber exactly when, but several
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years ago, Kaiser-Francis cane in and got special pool
rules for both the South Bell Lake unit and the North
Bell Lake unit. |It's actually called the Bell Lake
North Bl ock and Bell Lake South Bl ock.

Because their devel opnent plan is the
east -- the north block and the east bl ock each
consi st of nine sections of land forned in a square.
And so their devel opnent plan was to drill all mle
and a half laterals right across the mddl e of each,
the north unit and the south unit, mnimze surface
di sturbance and concentrate facilities, et cetera.

So they canme in, and the OCD did grant
the orders. There's two orders on the north unit and
two orders on the south unit fixing 480-acre spacing,
wel |l spacing. And they are drilling multiple wells
per spacing unit. And sonme of them are what would
normal |y be considered proximty tract wells. But
that's not necessary to ask for here.

THE HEARI NG OFFI CER: Correct. So this
sound like this was sort of pre-horizontal well
revision, that unit, this creation of this pool? I|I'm
guessi ng because --

MR. BRUCE: | --

THE HEARI NG OFFICER: -- | nmean, you

know, otherw se, you can create a standard hori zont al
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spacing unit with 480 acres after the horizontal wel
rul e was passed. But before, you would have had to
come in and ask for a non-standard unit.

MR. BRUCE: You're testing ny nenory
banks here.

THE HEARI NG OFFI CER:  Yeabh. ' m j ust
sort of hypot hesizing, you know, why Kaiser-Francis
woul d have asked for it, and why we woul d have agreed
toit. But I think, you know, because ot herw se
everyt hing woul d have been nonstandard back a few
years ago for the devel opnent --

MR. BRUCE: Yeabh.

THE HEARI NG OFFI CER: -- of horizontal
wel | rules.

MR. BRUCE: Well, there was a coupl e of
factors. Because the land is unitized, there are a
few uncommtted tracts, such as MRC Perm an's
I nterest. But overall, the interest ownership in nost
of these well tracts is quite uniform It was just
really the ease of operations was the main thing.

And because they have drilled, they do
drill nmore than two wells oftentines in a Bone Spring
or a Wolfcanp well unit, which would make it a
proximty tract well. It was easier to do it this way

with their drilling plan because they didn't al ways
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necessarily wouldn't be drilling the proximty tracts
wel |l first.

And we actually -- this was when M.
Capmak [ ph] heard these cases, and he originally set
-- the normal plan is to drill three wells in each
tract in each formation. And he originally required
in his order that the two standard |ocation wells be
drilled first and then, the proximty well be drilled
| ast .

O it mght have been vice versa. But
their devel opnment plan was such as to |ine up, get al
their surface |ocations ready. And they basically had
a couple of rigs out there just constantly noving
across the well units and drilling.

And it was cheaper that they coul d

drill the two -- what they have been doing is say,
drilling a well, looking at the C-102, they would
drill a standard |location well in the west half
portion. Then, nove the drilling rig over slightly,
drill a proximty tract well.

And then drill the well at a standard

| ocation in the eastern portion of the well unit. And
that was their devel opment plan. And they've stuck
with that for the nost part. They' ve drilled -- |

don't know. They've drilled thousands if not, well,
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nore than 100 wells out here on these drilling |ands
I n both units.

THE HEARI NG OFFI CER: Thank you for
that information. That's helpful. Gve sone clarity
to this.

M. Garcia, | would propose that we
continue this case to the next docket just to get sone
clarification on the status of the wells. Wuld that
be workable for you?

MR. GARCI A: Yeah. That works for ne.
| " mjust unsure of the whole production before
conmpul sory pooling order. That's why | deferred to
you because | believe you may have nore experience in
that than | do.

THE HEARI NG OFFI CER:  Well, we're kind
of reaching into other people's areas here within our
staff, so we may not need to reach out to the folks to
find out what's going on.

And that will give you, M. Bruce, sone
time to contact your client. And if they need to file
sone reports late or correct things with the division,
that woul d be hel pful.

MR. BRUCE: Understood, M. Exam ner.

THE HEARI NG OFFICER: So with that, in
Cases 23211, the exhibits will be admtted into the
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record. This case will be continued to Decenber 15th
for clarification on the status of the wells.

(Exhibits 1 through 5 were received

I nto evidence.)

MR. BRUCE: Thank you, M. Exam ner.

THE HEARI NG OFFI CER:  Thank you.

Al right. W are about to hit sort of
alittle nore conplicated case here, so we wll want
to take a break. But first, I will check back with if

there's anybody here on Case 23194, Silverback

Oper ati ng?

M. Holliday?

MR. HOLLI DAY: Yes. (Good norning. Ben
Hol I iday for Silverback Operating Il. 1've conferred

with M. Beck, and | believe we've renoved the
obj ections and will be able to proceed by affidavit in
this matter.

THE HEARI NG OFFI CER:  Thank you.

M. Beck, you're the one who can renove
t he objection.

MR. BECK: Yeah. | think that's right,
M. Hearing Exam ner. M. Holliday and | have
conferred, and | think our clients reached an
agreenent that will allow us to withdraw the objection

to proceed by affidavit today.
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THE HEARI NG OFFI CER: All right.

Let nme just check with the court
reporter. How are you doi ng?

THE REPORTER: Still here.

THE HEARI NG OFFI CER:  You're doi ng
fine, Dana?

THE REPORTER:  Yes.

THE HEARI NG OFFI CER: Ckay. Well,
then, let's just quickly do this case, and then we'll
take a break before we hear Item nunmber 87. Thank
you.

M. Holliday, you may proceed on behalf
of Silverback

MR. HOLLI DAY: Perfect. Thank you.
Good nmorning, M. Hearing Exam ner, M. Techni cal
Advi sor.

My nane's Ben Holliday. I'mwth the
San Antonio office of the Holliday Energy Law G oup,
and |'m appearing in this matter on behalf of
Si | ver back Operating I1.

So in this case, Silverback seeks to
pool all uncommtted interests within a standard 320-
acre standard horizontal spacing unit in the Atoka
G orieta Yeso formation, which is pool code nunber

3250.
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The proposed spacing unit is conprised
of the south half of Section 16, Township 18, South
Range 26 East in Eddy County. And this is for the
Net herl and State Com 102H and 103H wells. So our
package i ncludes the compul sory pooling checklist,
along with our application and the notice for the
docket .

Silverback's witnesses in this matter
are landman Larry Kosho [ ph] and geol ogi st Nate
G | bertson, both of whom were qualified as experts by
the division earlier this norning.

So if we go to Exhibit A So Exhibit A
Is the self-affirned statenent of M. Kosho [ph], the
| andman in this matter. He provides a nunber of
exhi bits, being Exhibit Al through A9. So Exhibit Al
is M. Kosho's [ph] resune. W weren't sure which of
these were going to get called first so went ahead and
put the resunes in.

(Exhibit Al was marked for

i dentification.)

Exhibit A2 is a copy of the stanped
application and notice that was provided in this

matter to correspond with M. Kosho's [ph] affidavit,

so you guys didn't have to flip back to our earlier
t abs.
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(Exhibit A2 was marked for

i dentification.)

Exhibit A3 is a general |ocation map
depicting the location of the proposed Netherl and
State Com spacing unit.

(Exhibit A3 was marked for

i dentification.)

Exhi bit A4 contains the C 102s for the
two wells at issue. And | believe these unlike the
Boydex [ ph] Com depict the proper 320.

(Exhibit A4 was marked for

I dentification.)

So our Exhibit 5A or M. Kosho's [ph]
Exhibit 5A is a plat of the proposed spacing unit,
al ong with our tract nunbers.

(Exhi bit A5 was marked for

I dentification.)

So Exhi bit 5B contains ownership
i nformation for each of these tracts both on a tract
basis as well as on a consolidated unit basis. One
thing we are going to need to supplenment within the
two weeks on our proposed |ist of parties to be pooled
t hat includes Jal apeno.

(Exhi bit A5B was narked for

I dentification.)
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We're going to drop them and | wll
update the exhibits when we wap up today. So Exhibit
A5C is a list of our contact information for the
parties in this case.

(Exhi bit A5C was nmarked for

I dentification.)

And Exhibit A6 is our proof of notice
to the parties in this matter. There were no
unl ocat abl e parties in this matter.

(Exhibit A6 was marked for

i dentification.)

But out of an abundance of caution, we
caused a notice by publication to be ran in the
Carl sbad Argus nore than ten business days before this
hearing. And Exhibit A7 includes that proof of notice
by publicati on.

(Exhi bit A7 was marked for

I dentification.)

Exhibit A8 is a copy of a sanple well
proposal letter that was sent to the parties in this
matter. This includes a copy of our AFE that was
attached to each of these proposal letters.

(Exhibit A8 was marked for

i dentification.)

And finally for M. Kosho [ph], Exhibit
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A9 is a chronol ogy of contacts that detai
Silverback's efforts to communicate with the parties
in this matter.

(Exhi bit A9 was mar ked for

I dentification.)

Moving to Exhibit B, this is the
self-affirmed statenent of the geol ogi st M.
G | bertson who provides Exhibits Bl through B5. As
detailed in M. Gl bertson's statenents, he did not
observe any faulting, pinch-outs, or other geol ogic
i npedi nents to horizontal devel opnent in the proposed
spacing unit.

So again, Bl is M. Gl bertson's
resume. Exhibit B2 is M. G| bertson's base map
i dentifying the Netherland State Com or proposed
Net herl and State Com hori zontal spacing unit. And it
depicts the trajectory of the two proposed wells at
this tine.

(Exhibits Bl and B2 were marked for

i dentification.)

Exhibit B3 is a structure map depicting
the targeted Yeso formation. Exhibit B4 is a
stratigraphic cross-section that corresponds with the

Ato Aprinme that you can see fromthe prior exhibit.

On that exhibit, M. Gl bertson provides that the
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general | ocation of the Yeso interval again that we
were targeting with these wells.

(Exhibits B3 and B4 were marked for

I dentification.)

So Exhibit B5 is a gun bal e di agram of
t he proposed wells and again depicts the |ocation of
the proposed wells within the targeted formation.

(Exhi bit B5 was marked for

I dentification.)

Finally, Exhibit Cis ny self-affirnmed
statenent of notice providing that notice was tinely
provided to the parties in this matter. Exhibit C1,
you can see that | put a table of the contacts and our
mai | i ng receipts.

(Exhibits C and C1 were marked for

i dentification.)

Li ke our Boydex [ph] Com conversation
earlier, | recognize all the need to supplenment this
notice to provide a sanple notice |letter that was sent
with the parties, and I'll do that within the next
coupl e weeks. Probably do that today.

Agai n, there were no unl ocatable
parties in this matter, but out of an abundance of
caution, | caused notice by publication to be run in
t he Carl sbad Argus. That notice by publication was
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run nore than ten days in advance of this hearing, and
that's reflected in Exhibit C2.

(Exhibit C2 was marked for

I dentification.)

So wwth all that, M. Brancard, M.
Garcia, we ask that these exhibits be admtted into
evidence and that the division take this matter under
advi senent .

THE HEARI NG OFFI CER:  Thank you.

Okay. So are there any questions from

other parties to this matter, Case 23194?

MR. RANKIN: No questions on behal f of
MRC.

THE HEARI NG OFFI CER:  Thank you.

MR. BECK: No questions from Jal apeno
or Yates.

THE HEARI NG OFFI CER:  Thank you.

Let's go to M. Garci a.

MR. GARCIA: | have no questions.

THE HEARI NG OFFI CER: Wl l. Ckay.
That leaves it up to ne then. So M. Garcia, you can
help me with this.

In the checklist, there is a reference
to a depth severance, but | don't believe there is a
depth severance. |Is that correct, M. Holliday?
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MR. HOLLIDAY: | am not aware of a
depth severance, certainly not within the targeted
formati on. That may have been what that was
attenpting to reflect, was that there --

THE HEARING OFFICER: It's literally to
a formation?

MR. HOLLIDAY: Yes. And so | can
certainly provide an updated checklist along with ny
notice letter. But |I'mnot aware of any depth
severances, certainly not within the targeted
formati on.

THE HEARI NG OFFI CER: Okay. Ckay. So
I f you could revise the checklist just to say no.

MR. HOLLI DAY: Okay.

THE HEARI NG OFFI CER: And then just you
know, |I'm slow at these things. And | | ook at these
lists of interested parties. And | think | understand
what you're doing here. Don't worry. This happens a
lot in these cases. In your Exhibit A5 |lists working
i nterest owners. And then, you have a chart.

And you have parties highlighted in
yellow. 1'mguessing that's your unconmtted interest
owner s?

MR. HOLLI DAY: Yes. M. Kosho's [ ph]

affidavit states that the uncommtted parties in
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hi ghl i ghted yel | ow.

THE HEARI NG OFFI CER:  Ckay.

MR. HOLLI DAY: Going on a go forward
basis, | will reiterate that on this particular
exhi bit.

THE HEARI NG OFFI CER:  Don't worry.
People do this all the time. And the |ast page of
that exhibit, it says conpul sory pooling respondent
| ist.

MR. HOLLIDAY: Yes. | believe that is
Exhi bit what we called A5C, which is the nanmes and
contact addresses for the parties to be pooled in this
matter. Well, all interested owners with the
uncomm tted parties highlighted in yell ow.

THE HEARI NG OFFI CER: | shoul d check ny
book of oil and gas acronyns, but what's LHO?

MR. HOLLI DAY: | don't know what LHO
I's, but these parties depicted here are all working
I nt erest owners.

THE HEARI NG OFFI CER: Okay. Yeabh.
Which is verified in the prior part. And again,
what's in yellowis the uncommtted owners. Correct?

MR. HOLLI DAY: Yes.

THE HEARI NG OFFI CER:  Ckay.

MR. HOLLI DAY: O whom vyeah, Jal apeno
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wi Il be renoved.

THE HEARI NG OFFI CER: Okay. All right.
M. Holliday, M. Beck, do you want that clarified in
the record that Jal apeno is being renoved?

MR. HOLLIDAY: Yes. | would like to
clarify on the record just to go on record and state
that we do not seek to pool Jal apeno Corporation in
this matter.

THE HEARI NG OFFI CER: | guess what |I'm
asking is, do you want to submt revised exhibits
t hat --

MR. HOLLI DAY: Onh. Yes.

THE HEARI NG OFFI CER: Get rid of the
hi ghl i ghted - -

MR. HOLLI DAY: Yes. Yes. W wll.

THE HEARI NG OFFI CER: Okay. All right.
So then, what we're | ooking at, then, are just to be
clear, what is to be clarified, a revised checkli st
limting the depth severance, a revised |ist of
i nterest owners elimnating Jal apeno as an uncomm tted
I nt erest owner.

And then, a copy of an exanple of the
notice letter to go along with your affidavit there.

MR. HOLLI DAY: Yes, sir.

THE HEARI NG OFFI CER:  And just to be
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clear, what we try to do with parties in these
proceedi ngs, M. Holliday, when they submt into our
case file revised exhibits is sone sort of cover
| etter or docunment from you expl aining what you're
subm tting.

MR. HOLLI DAY: Yes, sir.

THE HEARI NG OFFI CER: Because
ot herw se, people just sort of throw exhibits into our
case file, and we end up scratching our head wonderi ng
what it is.

MR. HOLLI DAY: Got you. Understood.
Yes, sir.

THE HEARI NG OFFI CER:  AlIl right.

Wth that, any other questions or
concerns on Case 231947

Heari ng none, all the exhibits will be
admtted into the record. The case wll be taken
under advisenent. The record |eft open for two weeks
to provide the information that has been requested.
Thank you.

(Exhibits A through C were received

I nto evidence.)

MR. HOLLI DAY: Yep. Thank you.

THE HEARI NG OFFICER: Wth that, we're
at the entertai nnent portion of our hearing today,
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Case nunber 87, 23174. And | believe, why don't we
take about a ten-m nute break and then get this going.
| guess that would be about 11:05.

And M. Rankin, is that you appearing
on behal f of Chevron?

MR. RANKIN: Yes, M. Exam ner. And
we'll be ready in ten m nutes.

THE HEARI NG OFFI CER: Thank you.

11: 05. Thank you.

(OFf the record.)

THE HEARI NG OFFICER: So with that, |
wll call item nunber 87 on today's worksheet. This
I s Case 23174, Chevron USA Inc.

MR. RANKI N: Good norning, M.

Exam ner, may it please the division, Adam Rankin
appearing on behalf of the applicant in this case,
Chevron USA Inc. And we have five witnesses today
that will be presenting, provide testinony.

And if it please the division, 1'd like
to make just a short introductory remarks before the
W t nesses are sworn in and we can proceed.

THE HEARI NG OFFI CER:  Wel |, maybe.

Okay. So with us today, our technical

exam ner M. Garcia, who was here earlier today. W

have M. Dean McClure, M. Dyl an Rose-Coss joining us.
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Are there any other interested person
or parties for Case 231747

Heari ng none, M. Rankin, you may
proceed on behalf of Chevron.

MR. RANKIN:. Thank you, M. Exam ner.
In this case, Chevron seeks a order authorizing it to
expand and make pernmanent a cl osed | ook gas capture
I njection project within the Aval on Shale within the
Bone Spring formation. The project was previously
approved as a pilot project under Case 21020 and Order
R2136, which I'Il refer to as the pilot project.

The project was conducted during a
seven-day injection period back in May 2021. Chevron
then repaired a summary report that was presented to
the division in October of 2021. Having evaluated the
pilot project and the injections, Chevron is now
requesting that the division expand that project to
make it nearly a two-section project area.

And that would include a total of 13
wells for potential injection. And in order to
performtenporary injection and intermttent injection
periodically during tinmes of m dstream upsets or gas
gat hering shut-ins.

M. Exam ner and visiting exam ners,

the tenporary injection of produced gas is an
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| mportant and prom nent aspect of the conm ssion's
strategy to reduce waste and limt venting and flaring
nat ural gas.

Rei nj ection accrues gas as a strategy
that is expressly incorporated in several places
within the comm ssion's new venting and flaring rule
as a nethod that should be available to operators to
reduce waste and to avoid venting and flaring,
especially during upsets when m dstream pi pelines and
gas gathering systens are down.

To date, | believe three different
operators have been approved by the division to
operate limted projects. Those projects are in
various stages of conpletion. Chevron's pilot project
now has been conpl eted successfully over seven days.
And the report has been submtted to the division.

Based on those results, Chevron is now
asking the division to authorize the conpany to scale
its project up to a slightly larger size and to
i nclude 13 wells within the nearly two-section area
that | just referenced.

One thing | want to note before we
proceed is that in the application Chevron did

identify full two sections the Section 18 and 19

wthin the identified township. |In fact, they intend
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to exclude the east half east half of Section 18,
whi ch woul d carve out sone fee acreage, |eaving the
project area entirely on federal acreage.

So | nmade that point in the prelimnary
statenent, and it should be understood that Chevron is
excludi ng that east half east half of Section 18 from
the project area.

So as far as we're aware, Chevron is
br eaki ng new ground here. They'Il be the first
oper ator seeking permanent authority to tenporarily or
intermttently inject gas during upsets. | believe
It's an inportant thing for the division to consider
and approve in light of the comm ssion's goal s of
reduci ng waste and reduci ng venting and fl aring.

So we believe the evidence today
supports approval as the application has been
proposed. And doing so will provide Chevron and ot her
conpanies a significant inportant pathway to achieve
the comm ssion's gas capture requi renents under the
venting and flaring rules and to avoid waste going
f orward.

Wth that, M. Exam ner, | would ask
that the application at the close of the case be
approved. And we have five witnesses to present today

and are ready to be sworn in.
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THE HEARI NG OFFI CER:  Thank you. Just
as a prelimnary matter in |ooking at your
application, M. Rankin, you're asking for pernmanent
I njection authority. And | think earlier you
mentioned 13 wells. VWich class utilized C wells
woul d these be permtted under?

MR. RANKIN:. M. Examner, this is |
guess -- ny understanding is that because these are
not disposal that it would not fit within Class 2, the
Class 2 definition of a UC authority. And so the
authority that the division has to approve these types
of projects is actually outside of the UC
desi gnati on.

And so it would fall within the oil and
gas acts solely as |I understand for the division to
manage di sposition and handling of produced gas and to
avoi d wast e.

THE HEARI NG OFFI CER:  Well, the problem
Is that under the federal Safe Drinking Water Act
regulations it says that injection cannot be
aut hori zed except by permt under federal Safe
Drinki ng Water Act regul ations.

So | think that's sonmething for Chevron

to ponder and certainly sonething for our agency to

ponder here as to what really our authority is under
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what type of wells these would be. It's not that |
don't think there is authority. I'mjust trying to
find which box we should be placing this in.

So | have alerted, you know, our
technical staff to this issue. And so |I'malerting
you to this issue. You know, it doesn't seemto quite
fit within a Class 2 scenario. The state obviously is
authorized to issue other classes of UC wells
including a Class 5, which is kind of a catch-all.

But we woul d then be operating under
the water quality act. So just to make that clear
that we need at sone point to clarify this issue as to
what explicitly the authority of the division is to do
that. So anyway, with that good news, we nmay have all
your w tnesses identify thenselves and get sworn in
her e.

MR. RANKIN: Thank you, M. Exam ner.
Appearing on behalf of Chevron today, we have five
Wi t nesses. We have Ms. Christine DeFriend, who was
t he petrol eum engi neer. W have Ms. Al exandra
Fl em ng, who is a petrol eum geol ogist. W have a M.
Stefan Lattinmer, who's a production engi neer.

We have Dr. Yula Tang, who is a expert
witness in reservoir and petrol eum engi neering. And

finally and | ast but not |east, we have M. Irvin
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Gutierrez, who is a petrol eum | andman.

THE HEARI NG OFFI CER:  Al'l right.

Does our court reporter want to swear
themin, or I can swear themin?

Al'l right. Everybody, raise your right
hands.

Al right. | heard words fromall five
W t nesses.

So now, M. Rankin, please proceed wth
your case.

VHEREUPON,

CHRI STI NE SLI VA DEFRI END
call ed as a wtness, and having been first duly sworn
to tell the truth, the whole truth, and nothi ng but
the truth, was exam ned and testified as follows:

MR. RANKIN. Thank you very nmuch. |
guess at this point, | can ask all the other w tnesses
to find a confortable seat. And we'll proceed with
out first witness. | call M. Christine DeFriend to
be the first witness for Chevron.

DI RECT EXAM NATI ON
BY MR, RANKI N:
Q Ms. DeFriend, will you please state your
full name and spell it for the benefit of the court

reporter?
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A Yes. Christine -- excuse ne. Christine
Sliva DeFriend, GHRI-ST-I-NE. Mddle nane Sliva,
S-L-1-V-A Last nane DeFriend, D-E-F-R-1-E-ND.

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

A "' m enpl oyed by Chevron as a petrol eum
engi neer currently as a reservoir managenent advi sor
for one of our operations teans.

Q Have you previously testified before the
di vi si on?

A | have, in Septenber of 2018.

Q And have your credentials as an expert
wi tness in petrol eum engi neering been accepted and
made a matter of record before the division?

A Yes.

Q And you're famliar with the application
that was filed in this case?

A | am

MR. RANKIN: At this tinme, we ask that
the division retender Ms. DeFriend as an expert
w tness in petrol eum engi neeri ng.
THE HEARI NG OFFI CER: Heari ng no
obj ections, so accepted.
BY MR. RANKI N
Q Ms. DeFriend, on Tuesday, Chevron filed a
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set of exhibits for this case in support of its
application. And Exhibit 1 is marked as -- sorry, the
application that was filed was marked as Exhibit 1.
s that correct?

(Exhibit 1 was marked for

I dentification.)

A Yes.

Q WIIl you explain at a high level what it is
that Chevron is seeking to do under this application?

A The division authorized Chevron to conduct a
cl osed | oop gas injection pilot project, neaning
Intermttent short-terminjection of produced gas
during m dstream upset events. So having conpl eted
the pilot, we submtted our summary report on it.

We are now seeking to expand that injection
project to include additional wells in a |larger area
and al so to make the project permanent for periodic
intermttent injection.

Q And is the order that the division issued
approving the pilot project, is that attached as
Hearing Exhibit 17

A Yes. That is Order nunber R21336.

Q Oh. Sorry. | msstated that. | guess |
neant to say it's attached to the application as

Exhibit 1 to the application. |Is that correct?
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A Yes.

Q And what did that pilot project order do?
VWhat did it authorize Chevron to do?

A The pil ot authorized Chevron to conduct the
gas capture injection pilot involving tenporary
intermttent injection of produced gas into the Aval on
Shal e interval within the Bone Spring formation in two
wells. And those are listed in there. But | have the
APl nunbers 3002542662 and the second wel |,

3002542797.

Q And what was the project area that was
approved under that order?

A The project area was about 320 acres, nore
or less, within just the west half west half and west

hal f east half of Section 19, Township 26 South, Range

33 East, Lee County, New Mexi co.

Q And was there a tinme limt inposed on the
duration of the order for Chevron?

A Yes. There was one year time limt. But
because of the pandem c, Chevron requested a one-year
extension. So the pilot project tineline ended up
being two years.

Q And then, Chevron did conplete and conduct
that pilot project within the last year. 1Is that
correct?
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A Correct.

Q And tell us what was the issue or the
problemthat the pilot project was trying to figure
out a way to resolve or to address?

A Sure. CQOccasionally, there are m dstream
upsets or interruptions that we can't anticipate. And
they tenporarily shut down gas takeaway from our
wells. Sonetines we can anticipate them But this
problemis really for the ones that we can't
antici pate.

So during these upset events, we have, |ike
| just said, we have no advance noti ce. So we can't
plan for how we're going to deal with this. And that
results in us either having to shut-in wells because
there's no takeaway capacity or flare. Both options
result in the potential for waste. And flaring
results in both waste and em ssi ons.

So the pilot project was | ooking at whet her
this potential solution, intermttent short-term
i njection of produced gas for hours to days, is a
viable way to reduce the influence of this third-party
-- these third-party interruptions and the resulting
downtinme while allowing wells to continue to produce.

Q And at the conpletion of this pilot project,

t hat problem has not resolved itself. Correct? That
Page 148
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.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

problemremains in place today?

A Correct. Mdstream upsets are still a
problem which is why we're wanting to expand the
pil ot and make it permanent into a |arger area, so we
have a long-term solution to these upsets.

Q Goi ng back to the pilot project, tell us
what were the goals or what was Chevron hoping to
denonstrate by conducting this pilot project?

A We wanted to be able to see or determ ne
whet her intermttent short-terminjection of produced
gas is a viable nethod to determi ne what is the
I nj ection capacity for each project well, what is the
achi evable injection rate for each project well, what
the recovery period is for that reinjected gas.

And we al so wanted to see whether closes gas
i njections can effectively reduce the frequency of
wel | shutdowns and associ ated | ost production due to
these third-party takeaway upsets.

Q Are there additional benefits that the
conpany nmay realize or the industry nmay realize by
being permtted to periodically, intermttently inject
this gas during these tenporary upset conditions?

A Yes. It can inprove Chevron's gas capture

rate to reduce greenhouse gas em ssions due to

flaring. It can maxim ze our econom c devel opnent and
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m nimze waste of natural resources. And it hel ps us
avoid shutting in wells during these third-party
out ages.

Q Ms. DeFriend, |I'mgoing to share on ny
screen what's marked as Chevron Hearing Exhibit nunber
2. |If you would I et ne know when you're able to see
my screen. Can you see that on your screen there?

(Exhibit 2 was marked for
I dentification.)

A Yes.

Q WIIl you explain for the exam ners what this
Exhibit 2 reflects and how it relates to the benefits
you just described?

A Yes. |I'lIl make it larger. All right.
Exhibit 2 is showi ng you effectively the size of the
prize -- sorry. You don't have to nmake yours | arger.
| made it larger on ny end. Sorry about that.

Q It's going really slowy now that | did
t hat .

A Oh, no problem "1l wait a noment until it
comes back up.

Q It seens to have frozen. Oh. There it
goes. Okay. Sorry. Here it is.

A So this exhibit is showing effectively the

size of the prize, what we're targeting with this
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potential solution. You see a plot show ng production
fromthis are from Salado Draw in the dark gray bar --
bars is representing the vol une.

And then the orange bars is that offset |ost
producti on opportunity, which is what LPO stands for,
due to these third-party takeaway upsets. So this gas
reinjection elimnates the third party LPO or | ost
production opportunity by allowng other wells to
continue to produce, neaning we don't have to shut
themin.

They can conti nue producing. W can
reinject their produced gas into these produced
tenporary reinjectors and continue selling oil from
t hese ot her producers.

Q Great. Now, the division's order on the
pilot project, did it require Chevron to subnmt a
summary report?

A Yes. Chevron submtted a project sunmary in
Oct ober of 2021

Q And when was the pilot project actually
conducted? When did Chevron run the pilot project
testing the injection period?

A The pilot project started with one of the
Sal ado draw wel |l s APl 3002542662 on May 14, 2021, for

a period of seven days ending May 21, 2021.
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Q Just so the division understands, that pil ot
project was a planned event. It was not due to a
m dstream upset or a gathering shut-in. It was sinply
Chevron planning to do this and coordinating to inject
the gas into that well. Is that right?

A Correct.

Q And you chose seven days. But the nodel
that it was based on actually was evaluated a period
of 14 days. |Is that right?

A That's correct. But nost upsets on the plat
| just showed, if -- if you actually | ook at the
duration, they're a few hours to a few days. W very
rarely see upsets |asting even seven to 14 days.

Q And the maxi mnum upset that Chevron has
experienced in the Perman Basin in this area is 14
days. Is that right?

A In this area of the Perm an Basin, yes.

Q And that's why 14 days was used to nodel the
pil ot project?

A Correct.

Q Ckay. Now, all the details on the results
were in that report that was prepared and submtted to

the division. |Is that right?

A Yes.
Q And you also w il have a reservoir engineer
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avai |l abl e today who will be presenting testinony and
evi dence on the results of that pilot project?

A Yes. Dr. Yula Tang.

Q Ckay. And Chevron net with the division to
go over that report?

A Yes. We shared the pilot data and our
anal ysis virtually in Novenber of 2021, also letting
the division know at that tinme that we would continue
eval uati ng and be pursuing an expansi on, which is what
we're here today for.

Q Okay. Did Chevron conduct a simlar pilot
project in Texas?

A Yes. We did. We conducted two 24-hour
duration pilots -- again, not part of an upset but a
designed pilot -- in two wells in Cul berson County in
May and June of 2022 to simlar results as the Sal ado
pilot.

Q And so based on the pilot projects you ran
i n Texas and then the one here in New Mexico, Chevron
is of the opinion that this is a viable project to
pursue on a pernmanent basis?

A Correct. Intermttent, short-terminjection
of produced gas is viable. Yes.

Q Okay. And that's why you're here today, to

make it permanent. WIIl you explain, you know,
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exactly what it is that you' re seeking to do here?
How i s proposing to scale up this project here in New
Mexi co? Tell us what the proposed project area is
going to be, and give us just an overview.

A Sure. So instead of the pilot, about 320
acres in the west half west half and west half east
hal f of Section 19, we are seeking to create an
1120-acre project area conprising the west half and
west half east half of Section 18 and all of Section
19 within Township 26 South, Range 33 East.

So we are wanting to make the authorization
to conduct intermttent, short-terminjection within
the project area pernmanent.

Q Great. |I'mgoing to share my screen again.
And | et me know when you're able to see it. | have to
hit share. There we go.

A Yes. | can see it.

Q Geat. |Is this an exhibit that depicts the

proj ect area?

(Exhibit 3 was marked for
I dentification.)
A Yes.
Q WIIl you review for the exam ners exactly
what this exhibit shows and what constitutes the
proj ect area here?
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A Yes. So you'll see outlined in black with
the well names on top of the well stick the proposed
13 tenporary gas reinjectors. You'll also see the
color coding defining where the different BLM | eases
are and the five private leases in the |ight aqua. W
have this in the east half east half of Section 18.

And that is why we've excluded it from our
candi date wells so that all of our proposed candi dates
are on federal |leases only. And those are in the
dar ker blue, the tan, the pink, and the maroon-col ored
boxes. And we have the BLM | ease nanes in the key in
t he upper right.

Q So while the application did identify both
full sections as the private area, Chevron is

excludi ng that east half east half of Section 18,

per manent proposed project area. Correct?

A Correct.

Q And you have a production engi neer who w |
di scuss the facilities in nore detail at a later tine.
Ri ght ?

A Correct.

Q Ckay. Great. Thank you. Now, so instead
of having two wells in the project area, you're
| ooking to have 13 wells available for injection.
Correct?
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A Yes. We're asking for a total of 13 to be
I ncluded in the expanded project.

Q And Exhi bit 4, does that contain a copy of
all the C-102s for each of the 13 wells that Chevron
proposes to be included within the project area and
used for tenporary injection?

(Exhibit 4 was marked for
I dentification.)

A Yes.

Q And is the sanme target formation, the sane
i nterval here, the Aval on Shal e sane as for the pil ot
pr oj ect ?

A Yes. It's the Avalon Shale within the Bone
Spring formation. And | have the Bone Spring pool
code 97955.

Q And approxi mtely what depths will injection
be occurring within these 13 wells?

A The actual depth of the horizontal wells
wll vary, but the range is between about ninety
ninety, 9,090 feet, to 9258, all within the Aval on
Shal e interval of the Bone Spring formation.

Q Now, since Chevron initially present its
application in support of the pilot project and since
t he division approved under that order Chevron's

authority to conduct the pilot project, has the
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di vision issued a new set of guidelines for so-called
cl osed | oop gas capture injection pilot projects? |Is
t hat your understandi ng?

A Yes. We are aware the division has issued a
new set of guidelines for submtting pilot project
appl i cati ons.

Q Okay. But here, Chevron, you're not asking
for a pilot project. You've already conducted that.
You're asking now for that pilot project to be made
permanent. Right?

A Correct. W believe the data collected on
the pilot project justifies expanding this and nmaking
short-termintermttent gas injection pernmanent.

Q But --

A But we al so understand that the division my
want to see sonme of our information and anal yses since
our project was reviewed and approved before these
gui del i nes were created.

Q Al right. So you put together sonme of the

i nformation that you put together for this hearing is
based on the guidelines that the division has set
forth for these types of pilot projects. |Is that
right?

A Yes.

Q So for wtnesses today, you' ve got yourself.
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You are a petroleum engineer. And you're also serving

as the project coordinator. |Is that right?
A That's correct.
Q And then, you'll have a geol ogist who w ||

review the target formation and the geol ogy?
A Yes.
Q And then --
A | also have -- do you want nme to go through

t he ot hers?

Q Yeah.
A Okay. You already nentioned the geol ogi st.
| al so have a production engineer who will go over the

wel |l construction information for the wells proposed
for reinjection. He'll also review the engineering
cal cul ations, confirmng the well materials can
sustain the maxi num operating pressures for this

expanded project proposal.

And he will review the analysis of the wells
in the expanded AOR. | also have a reservoir -- a
seni or reservoir engineer who will review the initial

nodel s used to evaluated the reservoir capacity and
response to this pilot injection and review the
results of the pilot.

Q Great. And now, as part of your overview

here, let's talk real quickly about the source wells
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that will be providing the produced gas that is
proposed to be injected into these wells. You'll be
tal ki ng about this at a high |level, but we have a

production engi neer.

He'll be able to discuss this in nore
detail. Right?
A Yes.
Q Hearing Exhibit 5 -- I'mnot going to show
it here -- but is that a copy of the list of wells
identified that will be producing the source gas for

injection in this project?
(Exhibit 5 was marked for
I dentification.)
A Yes. Excuse ne. That's a list of all the

wells that could possibly provide gas for injection

during an upset event. Each of Chevron's proposed
reinjection wells are operated by Chevron. And
Chevron holds 100 percent of the working interest in
t hese wells.

Q Great. And it's the sane source of gas.
These are for the sane wells and the sanme source of
gas that was used and injected for the pilot project.
Correct?

A That's correct.

Q Okay. Now, so there's already been an
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anal ysis as part of the pilot project to confirmthat
the gas proposed for injection is conpatible with the
formati on gas that would be receiving the injection?

A That's correct. And we understand that
there is no conpatibility issue. But nmy petrol eum
engi neering coll eague and future witness Stefan
Lattinmer can address that in nore detail.

Q And just so we al so understand goi ng
forward, the gas that will be injected fromthe source
wells, it's already been netered, and royalty wl|
al ready have been paid on that gas before it's
Injected. Is that correct?

A That's correct.

Q Okay. And having been netered, you know,
like | said, the royalty's already been paid for that
gas?

A That's right.

Q Al right. Now, | want to talk a little bit
nore about the ownership interest within the project
area. |'mgoing to pull back up Exhibit 3 because |
think it's alittle bit easier to discuss wth that
exhibit in front of us. Looking at Exhibit 3, wll
you just review and explain to the exam ners what the

ownership is within the proposed project area here?

A Yes. So | ooking at Hearing Exhibit 3, which
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I's the proposed project area map, you can see that
what we're proposing includes only federal |eases. So
again, the east half east half of Section 18 is

pur posefully excluded so the project only includes
federal | eases.

Q And the gas, the source of gas that will be
injected is froma larger, broader area. What is the
m x or make up of the ownership of the gas that w ||
be i njected?

A A m x of federal, fee, and state owners.

Q Okay. Now, does Chevron have a proposal
that it's going to present today on how it proposes to
all ocate gas that's been injected and then
subsequently produced as between the injected gas and
the native formation gas follow ng an upset event?

A Yes.

Q And is that marked as Exhibit 67

(Exhibit 6 was marked for
i dentification.)

A Yes.

Q WIIl you review for the exam ners how
Chevron proposes to all ocate production follow ng an
i njection event?

A Sure. So starting at the top, the first

bul |l et, oil production accounting, the remains
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unchanged and will be based -- and will be paid based
off well test rates. The wells that continue
producing will be nmaking oil and will have well tests.
And those wells, that will be unchanged.

So the gas production for producers, again,
t he accounting nethod remai ns unchanged. Royalty
owners will receive paynent based on the produced gas
upstream of gas injection using normal production
all ocati on net hods.

For these 13 proposed tenporary gas
reinjectors, this tenporary change again | apsing hours
to days, so it's not a long duration injection, they
are not classified as a sole injector because they
will return to production after this upset. So during
gas reinjection, they will have no production.

After gas reinjection, however, we're
keepi ng owners whole. W' re not proposing to pay
double royalties. We will utilize nmass bal ance to
track gas in and gas out. So once the total vol une
gas injected or gas in is recovered, we will know
additional gas recovered is native reservoir gas
production and all ocate as such.

Q And now, as for the basis for that approach,
you have your reservoir engineer wll address the

basis for taking that first-in, first-out mass bal ance
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approach?

A Yes. As you'll hear from our reservoir
engi neer, Dr. Yula Tang, based on the results from our
pil ot project and the analysis of that, we believe
that we will recover 100 percent of the gas with a
small margin of error within about five nonths after
resum ng production after an injection event.

Q Ckay. And now, because the native gas, the
formation gas within the pilot project is all 100
percent federal, has Chevron net with the BLMto
revi ew and di scuss this proposed allocation nmethod?

A Yes. We nmet wth the BLM on Novenber 10th
of this year to review the pilot project and its
results and to go over Chevron's proposed project and
our proposed allocation nethod for allocating
producti on.

Q And did you get any feedback fromthe BLM
based on that neeting?

A Yes. Their initial reaction was positive.
Currently, their engineering group is review ng the
pilot results again. And their reservoir managenent
group is | ooking at our proposal for any input. W
have not heard back fromthemto date with any
concerns or issues.

Q Ckay. So in your opinion, then, Ms.
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DeFriend, will granting Chevron's application, in your
opi nion, be in the best interest of the prevention of
wast e and protection of correlative rights, do you
think this allocation nethod will prevent waste and
al so protect all the owners who have the rights?

A Yes. | do.

MR. RANKIN:. M. Examiner, at this
time, | would nove Chevron Exhibits 1 through 6 into
the record and as that they be accepted into the
record.

THE HEARI NG OFFI CER:  Thank you. |
don't know if |I'mfollow ng your exhibits on what was
proposed. But.

MR. RANKI N: M. Exam ner, one thing I
meant to nmention at the outset as sort of a
housekeepi ng matter or proposal, given the nature of
this case there's sonme overl apping, | guess, sort of
expertise, we would propose if it's acceptable to the
division to present all of the witnesses at the end
for questioning so that there's an opportunity for
questions to be nore fully addressed potentially by
each of the w tnesses.

I n other words, rather than -- and we

can do both. W could have, you know, questions be

addressed by each individual wtness but then al so
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present them as a panel at the end if that's sonething
the division would |ike to do.

| think it would be probably hel pful in
this case given the nature of the project and the
overlap of the issues between each of the w tnesses.

THE HEARI NG OFFI CER: Il will defer to
the technical exam ners as how you would like to
conduct questi oni ng.

MR. MCCLURE: | was going to say, it
may be nore convenient to do what M. Rankin suggests
because | don't know, you know, which w tness to ask
what question to. So it may be easier to direct
questions, | guess.

MR. ROSE- COSS: You know, that approach
makes sonme sense to ne, as well, M. Brancard. The
gquery | have is with the court reporter, and if that
provi des any challenges to them O we'll just need
to be careful when we're speaking to state our nane

each tinme or sonmething to that effect.

MR. MCCLURE: That would be the con.
Yeah.
THE HEARI NG OFFI CER: Wl |, yeah. I
mean, we can do it this way. That's normally an
accepted practice in rule-mkings. W can do this in
an adjudication, too. | would say that the w tnesses
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just need to be clear who's speaking when to what. So
they need to identify thenselves at least initially as
t hey' re answering questi ons.

MR. RANKIN: And |I'Ill just add that if
there's a specific question, a burning question that
an exam ner may have that would be easy to di spense
with initially that you know that w tness addressed, |
think it's also appropriate to just go ahead and get
that out of the way initially.

But | do think it m ght be conducive to
have a panel address exam ners' questions at the end.

THE HEARI NG OFFI CER: Ckay. W can do
that. So you had Exhibits 1 through 6. Is that
correct?

MR. RANKIN: That's correct.

THE HEARI NG OFFI CER: Are there any
obj ections?

Heari ng none, they will be admtted.

(Exhibits 1 through 6 were received

I nto evidence.)

MR. RANKIN: Thank you. Wth that, M.
Exam ner, unl ess the exam ners have any specific
guestions for Ms. DeFriend, I will ask that she be

made avail able with a panel at the concl usion of

presentation of our w tnesses.
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THE HEARI NG OFFI CER:  Any bur ni ng
guestions fromthe technical exam ners right now?
MR. MCCLURE: None here, M. Brancard.
THE HEARI NG OFFI CER: M. Rose- Coss?
MR. ROSE-COSS: | have questions, but
not hing that can't be postponed until the panel
di scussi on.

THE HEARI NG OFFI CER: Ckay. Thank you.

Al right.

Pl ease proceed, M. Rankin.

MR. RANKIN. Thank you very nuch, M.
Examiner. |1'd like to call our second witness in this

case, M. Stefan Lattiner.

MS. FLEM NG Yeah, and Stefan --

MR. RANKIN. OCh. I|I'msorry --
M5. FLEM NG -- step down. Ckay.
MR. RANKIN: |'m supposed to call Ms.

Al exandra Flem ng. M apol ogi es.
Ms. Flem ng, are you there?
M5. FLEM NG | amhere. Can you hear
me okay?
VWHEREUPOQN,
ALEXANDRA FLEM NG

call ed as a witness, and having been first duly sworn

to tell the truth, the whole truth, and nothing but
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the truth, was exam ned and testified as foll ows:
DI RECT EXAM NATI ON
BY MR. RANKI N:

Q Thank you. | had ny witness |ist out of
order. | apologize. M. Flemng, will you please
state your full name and spell it for the benefit of

the court reporter?

A Yes. Alexandra Ellyn Pul espon Fl em ng,
spelled A-L-E-X-A-N-D-R-A, Ellyn, E-L-L-Y-N, Pul espon,
P-U-L-E-S-P-O-N, Flemng, F-L-E-MI-N-G

Q Great. And by whom are you enployed and in

what capacity?

A " menpl oyed by Chevron. |'m a geol ogi st.
And just stepping into a regulatory advisor role in
New Mexi co.

Q Have you previously testified before the
di vi si on?

A Yes.

Q Have you had your credentials as an expert
wi tness in petrol eum geol ogy accepted and then nmade a
matter of record by the division?

A Yes.

Q And you're famliar with the application
that was filed in this case?

A Yes.
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Q And have you and your coll eagues at Chevron
conducted a geol ogi ¢ eval uation and study of the area
within the project proposed here?

A Yes.

MR. RANKIN: At this time, M.
Exam ner, | would retender Ms. Flem ng as an expert
w tness in petrol eum geol ogy.

THE HEARI NG OFFI CER: So accept ed.
Thank you.

MR. RANKI N. Thank you.
BY MR. RANKI N:

Q Thank you. M. Flem ng, just a rem nder,
what's the target formation here for injection?

A The target formation for injection is what
we call the upper Aval on Shal e.

Q And that's all within the Bone Spring
formation. |Is that correct?

A Correct.

Q And is shale generally considered an ideal
spot or target for injection purposes?

A Not normally.

Q So why is it that the target here at Aval on
Shale is deened to be an ideal target for this

particular type of injection?

A Yeah. Well, geologically speaking, the
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Aval on Shale is a tight rock. It provides
contai nnent, first off. And we're really not | ooking
for high porosity, high pernmeability, flow for this.
We are looking for a tight rock to keep that

gas really close to the well bore so that we are using
that natural fracture network introduced during
conpletion so we can then reproduce gas in those wells
ri ght away after the disruption.

Q Ms. Flemng, I'"mgoing to share ny screen.

Let me know when you can see it. And I'mgoing to --

A | can see it. Oh. MWait. It went away.
Okay. Now we're back. Yes. | can see it again.

Q ' mgoing to ask you, Ms. Flem ng, just to
review this slide and if you would, I'Il just scrol

t hrough each slide here. But if you would just give
us an overview of the l|ocation of the proposed project
here. And then, just walk through the stratigraphy of
the geology in the area of the injection project.

A Yes. The regional |ocation, the map on the
| eft side, is located in the Del aware Basin right on
t he border between New Mexico and Texas in Chevron's
asset area called Salado Draw. And | put that star on
the proposed periodic interjection interval.

And Christine showed a nuch nore zooned-in

map of those Sections 18 and 19. And all the
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wel | bores are within those two sections. Also is the
| ocati on of the Sal ado Draw type well |og, the 19H
pi | ot.

And on the righthand side of the slide,
that's the generalized stratigraphic section where you
can see the lithology from ground el evati on goi hg down
to the Wol fcanp. And you can see that there's a star
there. That's the upper Avalon within the Bone Spring
I nterval where we intend to have this periodic
I nj ection.

Q Great. In this next map or rather this next
exhi bit here marked as Exhibit 8, can you just give us
an overview of the specific geology within and around
the target injection interval?

(Exhibit 8 was marked for
i dentification.)

A Yeah. So first off, I'll start with
describing the type log. This is a zoomin of the
Brushy Canyon through the first Bone Spring interval
of the type wells 19H pilot wells. The -- the tracks
in the log are the ganm rays, which shows |ithol ogy.

Then, we have a depth track, our reductivity
track, and then over in the mddle over there, we have
our interpreted lithology where can see calcite or

carbonate, quartz, and illite, and then over on the
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| ast track, that RFIT and RFIE, our total porosity and
effective interpreted porosity for the intervals.

And going fromthe top to the space, what
you see is the Brushy Canyon, which is in the Del aware
Mountai n group. Then, you have a Bone Spring line,

t he upper Aval on, which is the proposed storage zone.
And I'Il talk about the lithology of that.

It's a unconventional siliceous nudstone
reservoir with sone natural perneability in the
Nanodarcy range. And then, we have bel ow that the
upper Avalon 2. And then going into the | ower Aval on
and the first Bone Spring. |[|'ll now note the Brushy
Canyon interval, that's a conventional fine grain
sandst one.

You can see it's really sandy over there on
the interpreted |lithology side. Then, right bel ow
that is the Bone Spring line interval. That's a
confining layer, approximately 40 feet of tight
| i mest one, that separates the Brushy Canyon and the
upper Aval on.

And then below the upper Avalon is the upper
Aval on 2, which is about 300 feet of tight carbonate
i nterbedded with silico-rich nudstone.

Q So it's your opinion that the Bone Spring

i me and then the upper Avalon 2 surface confining
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| ayers are barriers to upward and downward m gration
of any injected fluids within that zone?

A Yes.

Q And so based on this geological review it's
your opinion that the upper Avalon that's targeted to
serve as a suitable zone for tenporary reinjection and
recovery of gas during m dstream upsets?

A Yes.

Q And now, you've also prepared a
cross-section of the project area?

A Yes.

Q And is that marked as Exhibit 9?

(Exhibit 9 was marked for
I dentification.)

A Yes.

Q WIIl you review that an explain what this
exhibit, first page of this exhibit, and the next page
al so shows?

A Yes. VWhat you're seeing here is again our
Sal ado Draw acreage area fromthe horizontal wells in
t he Aval on and sonme of the vertical wells that we used
for the structural maps that you see on the next
exhibit. And you see fromA Prine to A, those are
three wells that's going to be in a cross-section.

Q And the cross-section is depicted here on
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the next page of that exhibit?

A Yes.

Q What does t hat show?

A So now we're |looking at the three wells.

You' ve got the 19H over near A Prinme. Now we have the
Sal ado Draw SWD13. And our mael strom SWD wel| over on
the | efthand side. And the key nessage here -- and
"1l zoomin. Sane stratigraphy as you saw on the
type | og.

You see the Bone Spring linme, the upper
Aval on |l ayer, and then the AVU2, and the target
Interval is really quite consistent in thickness, as
Is the Bone Spring lime in the area and the underlying
confining | ayer of the upper Aval on 2.

Q In your opinion, Ms. Flem ng, are these
three wells representative of the geol ogy across the
proj ect area?

A Yes.

Q Now, let's look at this next exhibit,

Exhibit 10. Wat does this Exhibit 10 show?
(Exhibit 10 was marked for
I dentification.)
A This is now a structure map on, an SSTVD of

the top of the Avalon. And the contour intervals are

100 feet. And in our project area where you can see
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the well boards, the horizontal well boards in blue,
the structural -- it's about 5800 SSTVD. And it's
really a consistent structural dip going down to the
east .

Q Okay. | think I"'mrealizing | my have
i ncorrectly referred to the previous exhibit as a
structure map and | neant to say cross-section nap.
So | apologize for that. But this is the structure
map.

Do you see any faulting or dips or
pi nch-outs or anything that would i npede the ability
of this project acreage to serve as a suitable area
for tenporary injection of gas?

A Yeah. | do not see any mpjor faulting. No
maj or di p changes or huge dips in this area, and no
pi nch-outs. And | do think it would be a suitable
area to have this injection, tenporary injection.

Q What's the next exhibit, Exhibit nunber 117?
What does it show?

(Exhibit 11 was marked for
I dentification.)

A This is now an i sochore map of the Aval on

thickness. So this is the total Avalon going fromtop

of the Aval on through actually the Avalon 2. And you

can see it ranges from 350 feet thick, contour
Page 175
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.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

intervals are 50 feet, up to 500 feet.

And really if we focus in on those sections
of interest in Section 18 and 19, it's about 500 feet
thick in this section of interest and very consistent.

Q Based on your study of this geol ogy and your
analysis of it, have you fornmed an opinion about
whet her the targeted Avalon shale is suitable for

tenporary injection as Chevron is proposing?

A Yes.
Q And do you have an opi nion about whether you
believe the targeted injection will contain the gas

that's being tenporarily injected into that zone?

A Yes. | -- 1 do believe that it wll be
contained within that injected area right about the
wel | bor e.

Q Can you give us a brief summary of your
concl usi ons?

A Yes. | -- 1 believe that this will be a
good -- a good interval to have these avail able not on
a permanent basis for injection but avail abl e during
the times of upsets for tenporary injection to then
reproduce again.

Q Now, did Chevron previously also identify

when it presented the pilot project sources of

freshwater or groundwater within the stratigraphy that
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you previously gave an overview for?

A Yes.

Q And has any of that information change based
on your review and analysis of the geology in the
area?

A No. It has not changed.

Q Can you just review -- if it's helpful, |
can go back to that lithol ogy slide.

A Yeah. If we go back to the genera
stratigraphy. Back in 2019 when the pilot was
proposed, the groundwater -- they very nicely did a
great summary of the groundwater sources in the area.
There is -- the freshwater is within the upper zone,
t hat Dockum group in the sandstone.

And there's one well within a two-mle
buffer of the project area. And the depths go to
about 120 feet of right bel ow there, which would be
within the Dockum group. And the well depth is -- oh,
wat er depth is 120 feet. The well depth is 160 feet.
So that's well within that upper Dockum group.

Q Based on your view and confirmation of the
I nformation that was presented previously to the
di vi sion, do you have an opini on about whet her
under ground sources of drinking water will be

protected if Chevron were authorized to conduct its
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I njection as proposed?

A Yeah. G ven the nature that the groundwater
is so high up in the stratigraphy, we have over al npost
8,000 feet of stratigraphy in between the ground water
and the proposed injection interval of the upper
Aval on.

And I'Il just note on the stratigraphy, the
stratigraphic section of that alnost 8,000 feet, we
have two fairly robust barriers of Salado formation
and the Castile, which are conprised of halite and
then hydrite, which is alnost -- | think that's al nost
3400 feet or even nore than that of this halite and
then hydrite to be -- to forma barrier.

Q And did you also prepare an affirmative
statenent confirm ng that you have undertaken a review
of the geologic data in the area and determ ned t hat
there's no apparent conduits that would allow for the
I njected gas to reach or inpact underground sources of
drinking water?

A Yes. We do not see any conduits or
connections to the underground water sources in that
upper zone going all the way down to the upper Aval on.

Q And is that affirmative statenment marked as
Heari ng Exhi bit number 127
/1l
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(Exhibit 12 was marked for
i dentification.)

A Yes.

Q And in your opinion, Ms. Flem ng, wll
granting this application be in the interest of
prevention of waste and the protection of correlative
rights?

A Yes.

Q Do you believe that this project can be
operated safely without presenting a risk to human
health or the environnment including sources of
drinking water?

A Yes.

Q Ms. Flem ng, were Exhibits 7 through 12

ei ther prepared by yourself or under your direction

and supervision, or do they constitute Chevron
busi ness records?
A Yes.
MR. RANKIN:. M. Examiner, at this tine
| would nove the adnm ssion of Chevron Exhibits 7
through 12 into the record.
THE HEARI NG OFFI CER: Are there any
obj ecti ons?
Heari ng none, so admtted.
/1l
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(Exhibits 7 through 12 were received

I nto evi dence.)

MR. RANKIN. Again, M. Exam ner, |
woul d pass Ms. Flem ng for any questions that the
exam ners may have but also offer her to be part of a
panel at the conclusion of our testinony.

THE HEARI NG OFFI CER: Thank you.

M. MC ure, any questions right now?

MR. MCCLURE: None here, M. Brancard.

THE HEARI NG OFFI CER: M. Rose- Coss?

MR. ROSE- COSS: You know, M. Brancard,
M. Rankin, Ms. Flemng, | think I wll ask sone
questions at this tine.

| feel |like mybe the geology is
sonewhat junked fromthe rest of the closed | oop gas
capture project and m ght be separate from a broad
roundt abl e di scussion so that the risk of running into
my own |lunch -- | know Texas just got through their
l unch. 1'mgoing to ask a few questions of Ms.

Fl em ng here.

So if you don't mnd, so let nme see if
| can get this question out the way |1'd like. It
seens like -- and | appreciate your presentation, M.
Flemng. It is robust. And | guess we tend to agree

that the shale, not a typical injection reservoir.
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But in this case, it works better for keeping the gas
close to the well bore and recovering it.

And as a geol ogi st, you probably al so
understand. So | appreciate that in your strat columm
you clarified that, you know, shale is a catch-al
term and not especially descriptive sonetines, so the
description as a siliceous nmudstone is helpful. And
okay, so we've described the rocks. W' ve identified
t hem

And then, kind of getting into sone
i nterpretation there about how they were | aid down,
the time that they were laid down. Sonewhere is where
l'd like to go.

And ny reason for going this direction,

we're tal king about it's inportant in Class 2 -- |

al ways think of UC wrk -- to ensure that there's a
good seal to the reservoir and the injecting will not
| eave the proposed authorized injection interval. And

so the proposed cap rock for this project is the upper
Bone Spring |line.

And so that creates a transition from
what is called the Aval on or the Bone Spring and then
t he Brushy Canyon group. Correct? And so there's,
you know, we're siliceous, we're siliceous, we're

carbonate, we're carbon -- you know, going up the
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stack here. Siliceous, siliceous, you know,
car bonat e.

So it seens |like we're getting nore
siliceous as we go up the stack. But then, there's
this carbonate |ayer that is separating the two. Can
you tell me about that carbonate | ayer that acts as
the cap rock, how it was deposited, what was goi ng on
In the basin for that cap rock to be deposited, and
t hen what happens as we go into the Brushy Canyon?

MS5. FLEM NG  Yeah. Dyl an, you know, |
don't have -- 1'd have to review the details of the
exact, you know, highstands, |owstands. But in
general, these -- all of these intervals going up in
the Bone Spring -- the Bone Spring |linme and the Brushy
-- in the Brushy Canyon, it's this turbidite system
that has the interplay between sea | evel going up and
down.

And you're getting intermttent
sandstone comng into the basin fromall around in the
basin. And then, you're getting this interplay with
carbonates. And that's really -- we see that over and
over again cyclically going up the hole stratigraphic
col umm.

And that's part of what we see in this

area, too, is just that cyclic nature of the sea | evel
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rise and fall. But pretty much they're all deep water
-- deep water deposits to sonme nore shall ow water
deposits as the sea level is going up and down.

And in ny interpretation, |I -- I'd have
to ook into nore detail, quite frankly and recall
exactly what was happening in this. But that in ny
interpretation is just part of those cycles. But | do
think the Bone Spring lime represents a | onger period
cycle in sone of the nore shorter-termcycles that we
see in the -- in the lower sections in the Bone
Spring.

MR. ROSE- CCSS: Ckay. Well, and can
you tell nme about this linmestone? How thick is it?
How continuous is it?

MS. FLEM NG Yeah. So in this area,
it's 40 feet thick. It is a regional pick that we use
consistently across the basin to pick the top of the
Bone Spring going into the Del aware Mountain group.

It does vary in thickness when you go regionally to

t his area.

In this area, it's 40 feet thick, and
It has been a barrier to flow. And | think -- yeah.
Keep -- if you' d like to talk nore about it

geol ogi cal |y speaking --

MR. ROSE- COSS: (Okay.
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MS. FLEM NG -- it has been a barrier
to flow. In my opinion, |I think it's nore of what we
have done to the reservoir in the -- when we have
conpl eted the wells.

MR. ROSE-COSS: Okay. So how cl ose --

MS. FLEM NG -- fractures work.

MR. ROSE-COSS: -- is the -- okay. How
close is the injection interval to this cap rock?

M5. FLEM NG How close is the
injection interval to the -- well, the whole unit is
about 200 feet thick. And these wells are | anded at
different depths within that -- within that interval.

MR. ROSE-COSS: Okay. So the
interval's 200 feet thick, and there in the m ddle or
up and down within the interval. And maybe this is
why the rattle table would help. How |long vertically
and horizontally are sonme of the fractures extending
fromthe injection interval s?

MS. FLEM NG  You know, | actually
think that this m ght be a really good question for
Stefan to answer in his -- in his work.

MR. ROSE- COSS: (Okay. Because |
suppose one of the things -- I'"'mglad you said it's a
regi onal marker. But you know, so the question | have

in the pilot study, it was noted that Chevron thinks
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it's having its upper Avalon interval flooded by
Brushy Canyon di sposal wells.

And so ny question is, well, howis
water getting in if we have such a big cap rock? And
Is there a chance that gas can get out?

M5. FLEM NG Yeah. | think this is a
great question for Stefan and Yula to get into sone
nore of the details about that and also in the pil ot
results.

MR. ROSE- COSS: COkay. Well,
broadcast nmy question, then. You all can cogitate on
that. But so in your opinion, this linmestone is going
to be continuous across the area?

MS. FLEM NG Yes.

MR. ROSE-COSS: But it does thin and
thicken. Does it go to zero in what you can see --

M5. FLEM NG Not hing --

MR. ROSE-CROSS: -- the cross-section
t hat --

M5. FLEM NG -- yeah. --

MR. ROSE-CROSS: -- | have shows that
the furthest to the right or east as far as it goes
seens to be thinner than it is in the west. And maybe
sone variable lithol ogy, as well?

M5. FLEM NG | have not seen this
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mar ker go to zero. | haven't |ooked far, far, far,
you know, way out towards the central basin platform
But in this area, | have not seen it go anywhere near
zero.

MR. ROSE-COSS: Okay. O her kind of
guestions like that. And if it's fractured, it m ght
be i nduced fractures from"fracking?" | don't know if

the court reporter can put ny air quotes in or not,

but they will now. O were there natural fractures in
this?

MS. FLEM NG Yeah. | nean, | don't
think that there are natural fractures in this -- in
this barrier itself. | nmean, the fluid -- we -- we
see hydrocarbon in the I ower Avalon. |t was a barrier

to flow at one time. And so | think that it's a great
guestion for Stefan and Yula to -- to look at to help
answer .

MR. ROSE-COSS: Sure. GOCkay. And are

you aware or not, you know, sonme of these details, is

t he Aval on and the Brushy Canyon conformable, or are
t hey unconformable? |Is there a tinme separation in a
very | ow deposition in here? |'mwondering if that
could have resulted in this continuous carbon?

M5. FLEM NG Yeah. That's a good
question. And again, |I'd have to review sone of the
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nore detailed work. It is a fairly sharp boundary
between two |ithol ogies which would indicate that
there is some tinme in between the deposition of both
of them

MR. ROSE-COSS: Sure. And are you
aware of any production in the Brushy Canyon in the
one-m | e AOR?

M5. FLEM NG Yeah. That's a -- that's
anot her great question that |I'd have to do sone
research on. So maybe yeah. | haven't prepared for
that one in the details. | do know that there is --
as we said, that there is, if you look at the type
l og, it's an adjacent oil and gas zone.

We recognize that. But there has been
sone oil and gas in that zone.

MR. ROSE- COSS: (Okay. Has Chevron -- |
suppose you m ght not have prepared or | ooked into any
of the Brushy Canyon injection wells in the area or
done an analysis on --

MS. FLEM NG No. Yeah --

MR. ROSE-COSS: -- the bottom m ght
have entered the interval ?

M5. FLEM NG | have not prepared for
that. Yeah.

MR. ROSE-COSS: Sure. GOCkay. Wiere ny
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t houghts are going with that is, like, well, if the
Brushy Canyon is productive, the division have in the
past authorized injection into it. But also if there
I's production in the Brushy Canyon, it was probably
sourced fromthe Bone Spring.

And so if Brushy Canyon water's getting
into the Aval on and/or Avalon oil's getting into the
Brushy Canyon, seens to suggest that this Bone Spring
lime is inperfect cap rock.

M5. FLEM NG Ri ght.

MR. ROSE-COSS: |Is that fair in your

opi ni on?

M5. FLEM NG | -- | -- | see your
guestion. | -- 1 really haven't prepared for that
one, so I'd have to do nore detailed work for -- for

t hat question.

MR. ROSE-COSS: Okay. Well, you know,
"1l confer with the other technical exam ners here
and di scuss whether that's sonmething I'Il ask for in
ternms of our review for the order or not. But those
are nmy geo questions for the nonment. And | don't have
any nore unl ess sonething comes up in the roundtable.

| appreciate that opportunity. And

t hanks for tal king with ne.

THE HEARI NG OFFI CER: Thank you.
Page 188
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.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

| actually have a question, which is
based on that |ast exhibit that M. Rankin had up, the
regi onal |ocal |ocation map.

MR. RANKIN: | can pull that back up,
M. Examner. | believe probably Exhibit 7. As far
as you all can see it.

(Exhibit 7 was marked for

I dentification.)

THE HEARI NG OFFI CER:  So - -

MR. RANKIN. Sorry. Here it cones.

THE HEARI NG OFFI CER:  Ms. Fl em ng
| ower righthand corner of the map, why is there a bl ue
| ine around the Texas section?

M5. FLEM NG Yeah. That's a good
guestion. You know, that's a part of our asset of
Sal ado Draw. So when we put an outline around our
Chevron asset of Salado Draw, it includes that section
in there. That's -- that's why.

THE HEARI NG OFFI CER: Ckay. But are
those wells that are going to be sending gas to this
I njection area?

MS5. FLEM NG | wll -- Stefan is the
best one to answer it. And when he cones in, he is
giving ne the no.

THE HEARI NG OFFI CER: COkay. Because it
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doesn't show up in other pictures, that section.

M5. FLEM NG Right. Yeah. Mybe
Stefan can give you nore granularity onto what's been
produced in that area and what's online and not.

THE HEARI NG OFFI CER: Okay. Great.

Thanks.

M . Rankin?

MR. RANKI N: One nonent. Thank you,
M. Examner. | just have a couple questions, if |

may, as follow up.
REDI RECT EXAM NATI ON
BY MR. RANKI N:

Q Ms. Flem ng, M. Dylan Rose-Coss was asking
about whether there's been an analysis to determ ne
the potential source of water that appears to have
i ntruded into the proposed injection zone. Do you
recall him asking you that question?

A Yes.

Q And is it your understanding that Dr. Tang
and M. Lattinmer actually have been conducti ng an
eval uation to determ ne the source of that water and
how to address it?

A Yes.

Q Okay. So when they conme up and maybe at the

panel if there are specific questions about that, it's
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your understandi ng they would be able to address that
I ssue for the division exam ners?

A Well, we'll see if it's what they're | ooking
for.

Q Okay. And then, on the production within
the Brushy -- now, |I know you didn't |look at this
specifically because | think it was previously
revi ewed when the pilot project was proposed because
the area of reviewis essentially the sane for the
pil ot project.

But is that sonmething that we could maybe
take a ook at while you're on break and be prepared
to address in panel discussion whether or not there's
actually production within the area of review in the
Brushy Canyon?

A ["1l -- 1"Il give it a shot and see what we
can prepare.

MR. RANKIN. Ckay. Very good. | have
no further questions, M. Exam ner.

THE HEARI NG OFFI CER: Okay. Pl ease
proceed with your next w tness.

MR. RANKIN: Very good. And | guess
not that |I'm opposing going forward, but | want to

make sure that everybody is in a position that they're

ready to proceed or if they want to take a break for
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| unch since it's 12:15. Check with the court reporter
and the other exam ners.

THE HEARI NG OFFI CER:  Well, 1"l check
wth the court reporter, but as ny fellow OCD nates,
we have been invited to a sudden invitation all
enpl oyee neeting at 1:30, which I think npost of us
know what that's all about.

And so we will need to take a break at
that point, too. So maybe if we proceed a little bit
further and then take a |lunch break?

MR. RANKIN. |'m confident in ny
stamna, so | think |I can go forward. | think as |ong
as it's okay with everybody el se, we can proceed with
our next wtness.

THE HEARI NG OFFICER: 1'Ill just check
with M. McClure and M. Rose-Coss if they're in
agr eenent .

MR. MCCLURE: Yeah. | was wondering
how you wanted to handl e that nmeeting. Yeah. [|'m
good. \Whatever you want to do, M. Brancard.

MR. ROSE-COSS: Yeah. | hope y'all get
to continue to see ne in front of ny |ast election
here. But |'m okay.

THE HEARI NG OFFI CER: Yeah. Yeabh.

That's what the neeting's about.
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MR. RANKIN: Thank you, M. Examn ner.
Wth that, we'll proceed with our next wtness. Qur
next witness in this case will be M. Stefan Lattimer.
He's a production engi neer.
VWHEREUPON,
STEFAN LATTI MER
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 follows:
DI RECT EXAM NATI ON
BY MR. RANKI N

Q M. Lattinmer, good norning. WIIl you please
state your full name for the record and spell it for
the benefit of the court reporter?

A Yeah. Actually, | guess it's good afternoon
NOW. But Stefan Kristopher Lattiner, S-T-E-F-A-N,
K-R1-S-T-OP-HER L-AT-T-I-ME-R

Q And M. Lattinmer, by whom are you enpl oyed,
and what's your position?

A I " m enpl oyed by Chevron, and |I'm the senior
production engi neer for Del aware Basin, specifically
maj ority overseeing the Sal ado Draw asset.

Q Have you previously testified before the
di vi si on?

A | have not.
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Q Heari ng Exhi bit nunmber 13, is that a copy of
your current resune reflecting your educational and
wor k experi ence?

(Exhi bit 13 was marked for
I dentification.)

A Yes. It is.

Q WIIl you just briefly summari ze at a very
hi gh | evel your education and work experience as a
production engi neer?

A Yeah. So | graduated fromthe University of
Texas at Austin in petrol eum engi neering back in 2007.
And since then, |'ve been working full-time for
Chevron. |'ve had a nunmber of assignnments ranging
fromreservoir or reservoir sinmulation to conpletion
simul ati on and producti on engi neeri ng.

The majority of nmy career has been in
producti on engi neering focused a ot with
I nternational assets and now shal e and now shal e and
tight for a nunber of years.

Q And are you famliar with the application
that was filed in this case?

A Yes. | am

Q And have you conducted a review of the

engi neering issues that would affect and inpact the

proposed injection that Chevron is proposing?
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A Yes. | have.

MR. RANKIN:. M. Examiner, at this
time, | would tender M. Lattinmer as an expert in
petrol eum engi neeri ng and producti on engi neeri ng.

THE HEARI NG OFFI CER: Heari ng no
obj ections, so accepted.

BY MR. RANKI N

Q M. Lattinmer, I'mgoing to pull up on ny
screen for ease of reference and discussion an exhibit
mar ked as Hearing Exhibit 14. Once | get it to full
screen node, |I'll ask you if you would just give us a
summary overvi ew of how Chevron proposes to operate
t hese normally producing wells and convert theminto
tenporary injection wells during m dstream upsets.

(Exhibit 14 was marked for

i dentification.)

A Fair enough. Yeah. So as you can see here
on the upper left is their typical production
operation where we have a well comng into our
battery, and then our streans separate oil, water, and
gas. OQur gas gets netered and goes to third party.

Part of that gas is pulled off and run to
our conpressor station that runs our gas lift system

for our wells to enhance |ift and, you know, draw them

down further to get better production rates.
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That gas, as you can see here in the red
| ine and the well bore goes down the annul us through a
gas lift valve and then nmixes with the flow stream
fromthe reservoir to help lighten the fluid colum
and, you know, continue to produce. That's our nor nal
operati on day-to-day.

On the right, it depicts when our third-
party gas sal es goes down. The valve closes. There's
I nterruption. \Whatever it may be. As we tal ked
about, it could be a few hours. It could be a few
days.

So what we're proposing here is at that
nmonent, we -- these presented or candidate wells, we
woul d shut the wells in at the surface and continue to
i nject through the same conpressor stations, sanme gas
lift supply |ine.

But instead of the gas |lift gas going
t hrough the gas |ift valves and mxing with the

reservoir fluids and comng to surface, it would just

continue to go down holes and into the lateral section
and potentially, you know, fill up the -- depending on
the length of time could fill up just the well bore.

O it could end up going into the formation
alittle bit depending as | said on the anpunt of
time.
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Q There's a second page to this exhibit, M.
Lattinmer. Can you just briefly review what this next
page shows so the exam ners understand what the
schemati c depicts?

A Yeah. It's just a facility process diagram
t hat depicts, you know, our different central tank
batteries and our different well pads throughout.
What's highlighted in yellowis the three pads where
t hese candi date wells go to, Pads 1, 3, and 6. And
they all upload to the sane battery, which we cal
central tank battery 19.

Q And so | think you touched on this, but just
so it's clear for the record, these 13 candi date
wells, these all are currently subject to gas |ift
operations currently. Is that right?

A Correct. Al of themuse gas |ift
operations to maintain fl ow.

Q And the gas |ift -- the gas as used for
those gas |ift operations is the same gas that would
be used for injection. Right?

A Correct.

Q And it's the sane gas fromthe sane wells
that are identified in the exhibits and the testinony

that Ms. DeFriend previously referred to as being the

source gas for this project?
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A Yes.

Q The only difference is that instead of, you
know, staying within the verb columm of the well bore,
t he gas may reach the horizontal portion of the
wel | bore and may get into portions of the formation
dependi ng on the volumes and duration of the
injection. |Is that right?

A Correct.

Q Ckay. So I'mgoing to flip back to Exhibit
3. Forgive nme for making everybody tenporarily notion
sick while | do that. This is the Hearing Exhibit
nunber 3. | would ask for you just to give us a quick
overview of the various facilities that are invol ved
here with this project.

A Yeah. Fair enough. This again, as you've
seen before, the black Iines depict the wells that
we' re proposing for gas reinjection. The east half of
the east half of Section 18 on the north side is
excl uded. Those have -- include private | eases. But
what's depicted here in the bright pinks and yell ows
are our pads throughout and sonme of our facilities.

But particularly the CIB, CTB19, and all
t hese candidate wells flow to is there in the center
in red marked with the error, as well. And then, the

t hree orange pads just above it into the right of that
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are the three pads regardi ng these candi date wel | s.

So Pads 3, 1, and 6. And then, also
depi cted on here are sonme other pipelines that run
t hrough the area planes, CCP, and enterprise. None of
t hose are actually the third parties that we use for
our gas sales. They just cut through the area. But
we have a different third-party gas sal es conpany.

Q Thank you. Let's talk a little nore in
detail about these specific 13 project wells. Did the
application that was filed include a well bore diagram
for each of the proposed injection wells in the
pr oj ect ?

A Yes. It does. That would be, | believe,
Exhi bit 15, which you're working your way towards.
Those will summarize the -- each well has a well bore
diagramwi th a summary of information that you can see
here from casing information to cenent information to
perforation to lateral length and so forth. All 15 of
them are very simlar.

(Exhibit 15 was marked for
I dentification.)
They're all Avalon wells. The only on
that's slightly different is the Porter Brown, this

very first one. And that's only because it's a ol der

wel | conpared to the other 12 candidate wells.
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They were all drilled and conpleted wthin,
you know, about a two-year tinmefranme of each other, so
they have a very simlar well design. But they're al
built with packers. [It's nore or |less the only
difference in themis the grade of tubing. Sone is L-
80. Some is P-110. And that's -- that's it.

Q And does Chevron also have a CBL or cenent
bar 1 og for each of the wells that it proposes to
I nject through?

A We have it for nost of them There's five
of them that do not have CBLs. But because of the
operations and the well bore diagrans, we were able to
calculate a top of cenent for these with sufficient
coverage across our, you know, intervals of interest
i n Aval on.

Q I n your opinion based on the cal cul ated top
of cenment, do you believe that there's sufficient
coverage within each of those wells that does not have
a cenment bond |long to denonstrate that they are
adequately constructed to be protective of the
I njection zone and other offsetting zones?

A Yes. So confirnmed.

Q How about nechanical integrity tests? Has
Chevron conducted recent nechanical integrity tests

for each of these candi date well s?
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A Yeah. So within the |ast few nonths, we
have started coll ecting updated nmechanical integrity
test results. So a few slides will summarize the
actual graphs and the date, and then there's the | ast
line that will be a table summary of the results.

There are a few wells that we have not
conpleted that on yet. So we're still working to
execute. There's just been issues with slip line

crews and timng and other priority work. So it's

still comng. But so far, every well we've conducted
it on, you'll see has passed.
Q And is you're referring to what's marked as

Hearing Exhibit 16, which contains the -- ny mnd is
bl anki ng, but we call this chart, ny T-chart show ng
that the well is able to sustain the pressure for the
duration of tinme during the test?

(Exhibit 16 was marked for

I dentification.)

A Correct. Yeah. These pressure charts wll
summari ze that. And then, there'll be a few that are
bl ank as | nentioned because we don't have -- haven't

had t hem conplete at the tinmne we pulled this stuff
toget her and presented it. And then, at the very end
of this exhibit, there's that summary table that gives

you the results.

Page 201

Paul Baca Professional Court Reporters 505.843.9241
A Veritext Company www.veritext.com



© 00 N oo o b~ wWw N

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

Q And on the summary table at the very | ast
one on the righthand side under the colum nmarked
notes, it says, "Needs further diagnosis."

Di agnostics, rather. Was that erroneously included
for that particular well?

A Yeah. That was an error. As you canh see,
that was the last well that was actually conpl eted
when this table was put together and presented. And
so at that -- when that was first constructed, it
needed further diagnostics. And then, we go the data,
put it in, and | just forgot to del ete out that
comment at the end.

Q And Chevron will provide the results from
the additional MT tests to the division prior to
conducting injection in those wells. Correct?

A Correct. Yeah. Before any well would be
used, we would confirmthat it has passed the MT. So
of these four wells that were outstanding, | believe
we' ve conpleted two or three of them al ready since
this presentation was put together. So -- but yeah.
That data will be provided.

Q Now, kind of follow ng along with the
di vi sion's updated gui dance on applications for

tenporary closed | oop gas injection projects, have you

prepared a chart analyzing or presenting the various
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operational paraneters for the project that the
di vision has required or requested of pilot projects?

A Yes. | have.

Q And that's been marked as Hearing Exhibit
number 177

(Exhibit 17 was marked for
i dentification.)

A Correct.

Q Apol ogi ze for the scale here. | can try to
zoomin a little bit. But I will ask you to review or
di scuss each of these elenents here. What is the
current average surface pressure in the project wells
under normal operations?

A It ranges from about 700 to just under 1,000
GSl .

Q And what woul d be the maxi nrum al | owabl e
surface pressure for these wells during injection
operations?

A The maxi mum al | owabl e pressure woul d be
1250.

Q Is that pressure within the range of the
current infrastructure limts for these wells and the
facilities?

A Yes.

Q What ot her proposed average nmaxi mum
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I njection rates for the wells during an injection

event ?

A So right now our average expected or
proposed would be a mllion and a half intercubic feet
a day with a max of 2 mllion. You know, this is

based off information we |earned in our pilot.

Q Okay. And then, assuming that there's a
full fluid colum of reservoir brine water, wll the
proposed maxi mum achi evabl e surface pressure exert
pressure at the top perforation in the well bore of any
of these injection wells in excess of 90 percent of
t he burst pressure for production casing or production
mnors within each well?

A No. It will not. As you can see
hi ghl i ghted here, you know, the highest percent 1|']
say is 61 percent. But alnost everything is 50
percent or less. And as | notated, that one well,
that top well is the Porter Brown.

So it's well designis alittle different as
it'"'s alittle older than the rest of those wells.

Q And w Il the proposed maxi num achi evabl e
surface pressure exceed the division's guidance of
0. 14 pound per square inch per foot as neasure at the
top of the uppernost perforation in any injection

wel | ?
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A No.

Q WIIl the proposed maxi mum achi evabl e surface
pressure in any well exert pressure at the topnpst
perforation in excess of 90 percent of the formation's
parting pressure?

A No. It wll not.

Q And at this table here in Exhibit 17, it
I ncludes all the information that the division has
requi red of operators to present for these types of
applications. |Is that right?

A Yes. |t does.

Q Does Chevron have an operations plan in
pl ace for howit wll conduct these injections?

A Yes. We do.

Q Is that sunmarized at -- let nme get the
right scale. |s that summari ze on what's been marked
as Hearing Exhibit 187

(Exhibit 18 was marked for
i dentification.)

A Yes. This summary does capture it.

Q Looking at this, M. Lattinmer, wll you just
give the division an overview of in particular the
saf ety devices that will be place on the shut-offs and

how Chevron plans to operate these wells in the event

t hat any of them do exceed any of the pressures,
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operational pressures?

And then al so, discuss how Chevron plans to
nonitor and track the injection during these upset
events.

A Yeah. So we do -- as you nentioned, we do
have a | ot of safety devices throughout our asset. W
have them on our wells. W have them on our
facilities, our flow lines, everything. You know,
when it's all nonitored via SCADA, but we have
pressure kills. W have automated kill sequences.

We have ESDs. We have relief avenues. \What
else can | say? W can control our injection rates
and pressures via SCADA and track that and get real
time information in terns of how nuch we're injecting
and at what pressures.

But we have a full-scale SCADA set-up in the
asset to be able to nonitor everything from nornmal
operations even during the injection operations.
Not hi ng shoul d change where we won't be able to track
and safely nonitor progress.

Q Do you know, M. Lattinmer, at what |evels
those automatic shut-ins or kills are set up?

A It depends on where we're at. So usually,
it's 1550 on our producing wells. So the -- but

that's on our production side. On our injection side,
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| believe it's 1300. But we can al ways change t hat,
you know, those set points, at any tine.

Q Now, Ms. DeFriend gave us an overview at a
hi gh | evel on the gas that's going to be source gas
that will be injected into these wells. I'mgoing to
take ny sharing off here, so that it's no | onger
dom nating on the screen. \What are the formations
from which the source gas will be derived that wll be
I njected into these wells?

A So Sal ado Draw has two formations that it
produces from the Aval on and the Wl fcanp A

Q Ckay. And all those wells that will be
serving as the source wells are identified in Hearing
Exhibit 5. |Is that right?

A Correct.

Q And now, all these wells are potentially
going to be the source of injected gas because they're
all behind the same four CIBs or central tank
batteries? |Is that right?

A Correct. Yeah. So throughout our field,
It's devel oped with four central tank batteries. And
we have a conbi nation of Aval on and Wl fcanp wells
that flow to each of those CIBs. And then, it's the

flow of gas fromthe CIBs that goes to sales. And

sonme of it gets pulled off for gas lift conpression.
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Q M. Lattinmer, were you present when Exam ner
Brancard asked Ms. Flenm ng the question about the
section of land identified in her exhibit that was
across the Texas border?

A Yes.

Q Are you aware of whether or not gas produced
fromthat particular section is going to be included

In this source gas for the injection in this project?

A It will not. So down there, there's only
one single well. It's a |lease well that has its own
facility and sal es takeaway. But it is -- even though

It's part of our asset, it is not necessarily produced
to the sane CTBs and sane production. It's kind of
considered an outlier or separate.

Q Okay. Now, has Chevron conducted an
anal ysis of the gas, the conposition of the gas that
wll be injected as part of this proposed project?

A Yes. W have.

Q And is that analysis and the summary of the
source of the gas and the conposition of that gas and
the | aboratory results, is that all included in
Heari ng Exhi bit nunber 197

(Exhibit 19 was marked for
i dentification.)

A Yes. It iIs.
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Q And does that analysis confirm in your
opi nion, that the gas that will be injected is
conpatible with the Aval on Shal e reservoir gas that
wll be receiving the injection?

A Yes. It is. You know, the sanples you see
here in the exhibit, you know, there's a |ot of
different collection data points where those gas
sanples are taken. But no issues or concerns with the
conpatibility.

Q And the fact that sane gas was injected in
the pilot project, did Chevron experience any
conpatibility issues or scaling or any adverse results
as a result of the injection during the pilot project?

A We di d not.

Q And you use that same gas for gas lift. Do
you see any adverse inpacts on the well bores during
gas lift operations?

A We do not.

Q Now, you al so have an existing corrosion
prevention plan in place. |Is that correct?
A Yes. We do. You know, we nonitor and take

sanples both fromfluids as well as, you know,
facilities, netallurgy and so forth. But we have a

very robust corrosion nonitoring plan.

Q Now, | want to tal k now about the area of
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the U analysis. Did you prepare a two-mle radius map

and a half-mle area of review map centered on the
proj ect area?

A Yes. That has been prepared and shared.

Q Al right. 1'"mgoing to pull that up, so
it's easier to discuss. And |I'mgoing to get nyself
into full-screen node. Has that been marked as
Heari ng Exhi bit nunber 207

(Exhibit 20 was marked for
I dentification.)

A Yes. It has.

Q If you would, I'lIl ask you just to review
this first slide fromthat exhibit. What does this
first slide show?

A So what's in yellow is the Sal ado Draw
asset. What's highlighted in red are the actual
candidate wells that we're | ooking at proposing for
I njection, tenporary injection into. And so we have
the darker blue shading is a half-mle radius from
t hose candi date wells.

And the lighter blue circle around it is a
two-mle radius. And all the other black lines are
all the other wells identified that go through or

penetrate the Aval on formati on.

Q Great. And your next slide here, what does
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this show?

A So this is a zoomin of the half-mle radius
section. And so all the wells that are in partially
or fully in that half-mle section have been annotat ed
with the nunber. And on the following slide, it wll
actually provide a tabular formof well information
for every well that penetrates the Aval on within that
hal f-m | e radius.

Q Does that tabul ated data for each of those
wells include all the information, the status of the
well's the division has requested as part of this
gui dance for approving tenporary gas injection pilot
proj ects?

A Yes. |t does.

Q Are there any wells that you' ve identified
within the half-mle area of review that penetrate the
either any of the confining |ayers or the proposed
I njection interval that have been plugged and
abandoned or tenporarily abandoned?

A No. We have not identified any wells in the
area that are plugged and abandoned or tenporarily
abandoned.

Q So for that reason, you have not included

any of the well bore schematics for wells that have

been TA to TA because there are none within that area
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of review?

A Correct. Wthin that area of review and
radi us, there are none.

Q I n your opinion based on your review of the
condition, status, the construction of these wells, do
you believe that the wells in their current condition
coul d possibly serve as a conduit for injected gas to
escape the injection zone?

A I do not think they'll escape the injection
zone.

Q Okay. And do you believe that based on your
review of these wells that they're in a condition that
will be protective of correlative rights and
of fsetting zones and by offsetti ng owners?

A Yes.

Q Did you prepare an affirmative statenent
confirmng that you've reviewed the avail able
engi neering data and find no evidence of conduits or
connections with underground sources of drinking
wat er ?

A Yes. | have prepared a statenent.

Q And that's been marked as Hearing Exhibit
12. Right?

A Yes. It has.

Q And M. Lattinmer, now, I'"'mgoing to allow
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the exam ners to ask those questions, but in short,

you have been eval uating potential inpacts of water

i ntrusion within the proposed injection zone. |s that
ri ght?

A Yeah. 1t's sonething we've been | ooking
into and trying to determne. Still inconclusive of

the, you know, sources and the actual cause, but it's
sonething we're actively investigating.

Q And so at this point given your evaluation,
you have not determ ned whether it's froman overlying
zone such as the Brushy Canyon or potentially from an
under |l ying zone or even, you know, potentially within
the zone. |Is that right?

A Correct.

Q Okay. Now, in your opinion, M. Lattinmer,
will granting Chevron's application be in the interest

of prevention of waste and protection of correlative

ri ghts?
A Yes.
Q And in your opinion, can this proposed

I nj ection be operated safely without presenting risk
to human health or the environnent including sources
of freshwater and groundwater?

A Yes.

Q M. Lattinmer, were Hearing Exhibits 13
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t hrough 20 including your signature on Exhibit 12,
were they either prepared by you or under your
direction or supervision?
A Yes. They have.
MR. RANKIN:. M. Exam ner, at this
time, | would nove the adm ssion of Exhibits 13
t hrough 20 into the record.
THE HEARI NG OFFI CER: Thank you.
Are there any objections?
Heari ng none, so admtted.

(Exhibits 13 through 20 were received

I nto evidence.)

MR RANKIN: At this tinme, M.
Exam ner, if, you know, | think it's appropriate to
ask M. Lattinmer for questions. | think sonme of them
based on the nature of M. Dylan's questions nay be
better addressed as a panel with Dr. Tang invol ved.
But with that, I wll pass M. Lattiner to the
di vi sion for cross-exam nation.

THE HEARI NG OFFI CER:  Thank you.

M. MC ure, any specific questions for
M. Lattimer?

MR. MCCLURE: No. I'mgood at this
time, M. Brancard.

THE HEARI NG OFFI CER:  Ckay.
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M . Rose-Coss?

MR. ROSE-COSS: | have no questions at
this time. Thank you.

THE HEARI NG OFFI CER: So M. Ranki n,
how many nore w tnesses do you have?

MR. RANKIN. We have two nore. We have
two nore. And Dr. Tang who will be presenting on the
reservoir engineering will provide us with a review of
t he previous nodel that was presented for the pil ot
project. And then we'll be discussing confirmtion of
the nodel with the pilot project results.

And then, we have a final w tness who
Is very brief and will discuss the |and and notice
i ssues. |'m happy, | think, as long as he's
available, to shift the I and witness now Because |
think we could do that very quickly and save Dr. Tang
for after a break.

THE HEARI NG OFFI CER:  You know, let's
give that a try.

MR. RANKIN: Is M. Cutierrez
avai |l abl e?

MR. GUTIERREZ: Yes. | am |I'm
wal ki ng over to the screen now. G ve ne one second.
|"msetting up nmy exhibits. GCkay. Ready.

/1l
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VWHEREUPON,
| RVI N GUTI ERREZ
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 follows:
DI RECT EXAM NATI ON
BY MR. RANKI N:

Q Thank you, M. CGutierrez. WII| you please
state your full name for the record and pl ease spel
your nanme for the benefit of the court reporter?

A Sure. Good afternoon. M nanme is lrvin
Qutierrez, first nane I-R-V-1-N, |ast nane Gutierrez,
GUT-1-E-R R E-Z

Q By whom are you enpl oyed and in what
capacity?

A Yeah. | am enpl oyed by Chevron as a
petrol eum | and manager coveri ng our New Mexico assets.

Q Have you previously testified before the
di vi si on?

A | have.

Q And have you previously had your credentials
as an expert in petroleumland matters accepted as a
matter of record?

A Yes. They have.

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

A | am

Q And have you conducted a study of the | ands
and the ownership to determ ne affected parties under
the division's rul es?

A Yes.

MR. RANKIN: At this tinme, M.
Exam ner, | would retender M. Cutierrez as an expert
witness in petroleum|and matters.

THE HEARI NG OFFI CER: So accept ed.

MR. RANKI N. Thank you.
BY MR. RANKI N

Q M. Gutierrez, I'"'mgoing to share ny screen
here nonmentarily and once again try to enlarge it, so
we all see without straining. Looking at what's been
mar ked as Hearing Exhibit nunber 22, will you just
review for the exam ners what this exhibit shows?

(Exhibit 22 was marked for
i dentification.)

A Sure. So this map shows a zooned-out view
of the project area. |It's contained as -- as
Christine earlier, it's contained within our Sal ado
Draw devel opnent area. The specific sections are

Section 18 and 19 excepting the east east half of

Section 18. Approximtely 1,120 acres located in
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Townshi p 26 South, Range 33 East.

Q Did you al so prepare an exhibit identifying
the affected parties entitled to notice of this
application and hearing under that the division's
regul ation and requirenents?

A | did.

Q And that's marked as Hearing Exhibit 237

(Exhi bit 23 was marked for
I dentification.)

A That's correct.

Q WIIl you review for the exam ners what this
tract map shows and the subsequent pages of the sanme
exhi bit?

A Sure. So this -- this map shows the project
area highlighted in red with the half-mle radius for
-- for notification purposes highlighted in orange.
Additionally, it also includes each of the tracks that
are nunbered followed by if you go to the next page,
you'll see a detail of the operator's affected parties
and | egal descriptions.

Q Great. And the owner of the surface on
which the injection wells are located, is that the

Bureau Land Managenent ?

A It is. It's the BLM
Q So all parties entitled to notice were
Page 218
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.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

I dentified based on the interest of record and the
division's record or BLM records or public records at
the time the application was filed?

A That's correct.

Q I n your opinion, did Chevron undertake a
good-faith effort to identify and | ocate the correct
parties and the valid addresses for each of the
parties entitled to notice under the division's rul es?

A Ve did.

Q And to the best of your know edge, were all
t he addresses that you identified valid and correct?

A Yes.

Q And did you provide a list of those parties
and their addresses to Holland and Hart so that we
coul d provide notice of the hearing?

A Ve di d.

Q Is Exhibit 24 a copy of the affidavit that |
prepared reflecting that we have provided notice in
accordance with the division rules to each of the
parties that you have identified?

(Exhibit 24 was marked for
I dentification.)
A It is.
Q And subsequent pages of that affidavit

I ncl uded a copy of the letter that was sent out to
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each of the parties giving notice of this hearing?

A Yes.

Q Along with postal report of the certified
mai | i ng that was sent out reflecting the status of
each of those notice |letters as of Novenber 23, 2022?

A Yes.

Q And then, finally, Exhibit 25, is that a
copy of the affidavit of publication fromthe Hobbs
News- Sun reflecting that a publication was printed
giving notice of this application and the hearing in
t he newspaper within the county where the proposed
project is |ocated?

(Exhibit 25 was marked for
I dentification.)

A It is.

Q M. Gutierrez, were Exhibits 22 through 23
ei ther prepared by you or under your direction and
supervi si on?

A They were.

MR. RANKIN: At this tinme, M.
Exam ner, | would nove the adm ssion of Exhibits 22
t hrough 25, which include ny affidavit, Exhibit nunber
24, and the affidavit of publication, Exhibit 25, into
t he record.

THE HEARI NG OFFI CER:  Any obj ecti ons?
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Heari ng none, the exhibits are
adm tted.

(Exhibits 22 through 25 were received

I nto evidence.)

MR. RANKIN:. Thank you, M. Exam ner.
At this tinme, no further questions of M. CGutierrez,
and we'll make him avail able for questions. | don't
t hink he needs to be part of the panel at the end of
this, but in any event -- so | would suggest if the
di vi sion has any questions, maybe nowis the tine.

THE HEARI NG OFFI CER:  Thank you.

M. MC ure, any questions?

MR. MCCLURE: Actually, yes, M.
Brancard. | do have some questi ons.

In regards to the BLMroyalties, are
they all consistent across the federal |eases?

MR. GUTI ERREZ: They are, 12 and a half
per cent .

MR. MCCLURE: OCkay. And then, so
essentially, is ownership identical within the project
area then between royalties and working interest
owner s?

MR. GUTI ERREZ: So identical in the

sense that for the BLM properties, it's the sane

royalty rate. However, there are fee interests,
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private interests, state interests, et cetera, wthin
the noticed area, if that's what you nean.

MR. MCCLURE: Okay. So then only BLM
royalties is identical. But other than that, there is
a divergence, then, on the ownership then?

MR. GUTI ERREZ: Well, there's
addi ti onal working interest partners that we notified
around the project area.

MR. MCCLURE: | guess within the
proj ect area, though, from--

MR. GUTI ERREZ: Oh. Then, no --

MR. MCCLURE: -- what these oils are
produced - -

MR. GUTI ERREZ: Correct. No. Wthin
the project area, it's all uniform

MR. MCCLURE: Okay. Okay. | just
wonder ed because it seened like in this statenent it
was 100 working interest of Chevron. And so | was
just assuming it was identical. Okay. | was going to
say, actually, that m ght be all the questions |I have
for you. Thank you, sir.

MR. GUTI ERREZ: No problem

THE HEARI NG OFFI CER: Thank you.

M . Rose-Coss?

MR. ROSE-COSS: | don't have any
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guesti ons.

THE HEARI NG OFFI CER: Thank you.

Al right. M. Rankin, at this point,
you know, maybe it'd be good if M. Gutierrez was just
sort of available later in the day if anything cones
up. So but at this point --

MR. GUTI ERREZ: No problem

THE HEARI NG OFFICER: -- it nmay be a
good tinme for us to take a break here. As | said, OCD
enpl oyees are scheduled for a neeting from1:30 to
two. So we will try to recomence after two o' cl ock.

MR. RANKI N: M. Exam ner, we will be
prepared to show up here at two.

THE HEARI NG OFFI CER:  Thank you.
Appreci ate that.

MR. RANKI N: Thanks.

(OFf the record.)

THE HEARI NG OFFI CER: -- 2022 hearings
the New Mexico O Conservation Division. And we were
hearing the testinony from Chevron USA.

So wwth that, wll Chevron recommence
its testinmony? Thank you.

MR. RANKIN: Thank you. Thank you, M.
Exam ner. May it please the division, Chevron would

like to present its final witness of the day, Dr. Yula
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Tang.
VWHEREUPON,
YULA TANG
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 follows:
DI RECT EXAM NATI ON

BY MR, RANKI N:

Q M. Tang, will you please state your nane
and spell it for the benefit of the court reporter?

A Yes. M nane is Yula Tang, Y-U-L-A

T-A-N-G.

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

A | work for Chevron. |I'mthe senior
production petrol eum engi neer and advi sor.

Q Have you previously testified before the
di vi si on?

A Yes.

Q Have you had your credentials as an expert
witness in reservoir and petrol eum engi neeri ng
accepted as a matter of record?

A Yes.

Q Are you famliar with the application that
Chevron filed in this case?
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A Yes.
Q And have you prepared an engi neering study
eval uating the results from Chevron's pilot project?
A Yes.
MR RANKIN: At this tinme, M.
Exam ner, | would retender Dr. Tang as the expert in
reservoir and petrol eum engi neeri ng.
THE HEARI NG OFFI CER: Thank you. So
accept ed.
BY MR. RANKI N:
Q Dr. Tang, did you prepare a slide
presentation today?
A Yes.
Q Has it been marked as Hearing Exhibit nunber
217
(Exhibit 21 was marked for
I dentification.)
A Yes.
Q l"mgoing to pull up the slides, so we can
reviewit. Let nme know when you're able to see.
A Yes. | see it.
Q Ckay. |Is this the slide presentation you
prepar ed?
A Yes.
Q Refer to the Slide 2 in the exhibit. WII
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you review for the exam ners, just give us an overview
and rem nd us of how Chevron and you nodel ed in the
injection for the pilot project that was presented to
t he division and previously approved?

A Sure. Yes. W selected the Sal ado Draw
depl eted reservoir, the Aval on benches where this gas
reinjection started. So the nodel is set up use a
dual tanker nodel previously build it in 2019. And we
also build as a I SIR nodel .

What is integral is product nodeling, which
means the reservoir on the wellbore to the north and
-- that shows the gas injection is feasible. On the
pilot test, in this nodel we -- we did that injection
for 1.5 mllion that is the pilot -- pilot injection
was in not a year, May 14 to 21st with maxinumto 1.5
mllion gas.

And we did select the data fromthat whole
-- on the surface, the injection neter. And the
I njection on the before and after, this data, we did
anal ysi s.

We used nunerical -- advanced nuneri cal
nodel to match what we're see the data. Under the
results, the progress estimation of the injectivity,
it is the still valid. And also we -- we stayed 100

percent recovery of the reinjected gas.
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The teammates that you hear that injection
gas is fully recovered in five nonths. And we've seen
there may have been errors of 5 percent.

Q And just to be clear, you nentioned that the
pilot project successfully injected 1 and a half
mllion -- up to a maxinumof 1 and a half mllion.
That's standard cubic feet per day during that
seven-day period. That was the maxi numrate of
I njection that you achi eved?

A That's right. W'Il show that data in the
next slide, in the follow ng slide.

Q Now, in your evaluation that was based on
t he nodeling, you conclude that the Avalon shale is a
good candidate for this periodic intermttent
i njection of produced gas. Correct?

A Yes.

Q And as a rem nder, the nodel showed that

there's adequate capacity in the Avalon to tenporarily

inject up to 2 mllion standard cubic feet of gas per
day for up to two weeks. That was the nodel. Right?
A Yes. That was the nodel.

Q Ckay. And the nodel al so denonstrated that
this proposed injection for the pilot would not

adversely inpact offsetting production in the target

reservoir or offsetting producing interval s?
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A Yes.

Q Okay. Now, let's go ahead and | ook at your
next slide. Review and rem nd the exam ners of how,
what this dual tank nodel was and how it was set up.

A Yes. This dual tanker npbdel was set up for
in 2019, so we did it a secondary analysis to address
the -- the gas injection capability under the pressure
change. The nodel, as | nentioned, it's a materi al
bal ance nodel. Use the dual tank.

The dual tank have basically connect to al
for the SRV sinulated the rock volunme that has the
| ower pressure. And also have that -- the nmetrics for
hi gh pressure tank. So that's linked in the nodel.
And the -- the nodel paraneter was derived through the
RTA rate transient analysis we get through the
geonetry.

And we did the nodel for 14 days injection.
That is the maximum Normally, it should be |less than
that 14 days. The ISIR nodel was built integral to
production nodel to understand the injection
hydraul ics during gas reinjection. So the key nessage
Is that the nodel does not denpbnstrate the feasibility
of gas reinjection.

We inject for 14 days. And the results as |

W ll show next slide, the observed that |atera
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pressure increased in the SRV reservoir, the oi
reservoir. And also well pressure increased. But al
that pressure will be able to inject two mllion gas
wi th our avail able injection pressure.

We did the specificity to cover the
uncertainty including the injectivity and also the
reservoir tank size.

Q Dr. Tang, just so everybody's clear, when
you tal k about the stinulated rock volunme, that's the

vol une of the fracture network that was created when

the wells were conpleted for production. Is that
ri ght?
A Yes.

Q And when you tal k about the matrix as the
ot her tank, the matrix would be the injection

reservoir, the unstinulated volunme of the injection

reservoir. |s that right?

A Yes. That's a level --

Q Okay. So just so we understand what the two
conponents were of the nodel, will you explain on this

next slide what the inputs or the paranmeters were for
t he nodel ?

A Yes. The nodel we consider injecting up to
two mllion gas per day injection rate. And the

I njection targeted there is the 150 feet TVD
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tenperature is around the 136 degree. On the well head
case pressure, injection pressure, up to 1200 PSI.

The overall pressure was that -- if we used
that well head -- well head pressure -- gas gravity
graded the TVD depth, we estimte 1500 or 1600 PSI
with the avail able gas injection pressure. Initially,
t he Sal ado Aval on bench, the original pressure was
hi gh, was for 600 or 650 PSI

By the time when we -- when we build the
nodel , you know, August 2019, that pressure flow ng
BHP bottomhol e pressure already dipped to 440 to 600.
That is based on eight wells data in this sub-area in
this sub-section. On the shut-in BHP based on our
data, it's still the 500 50 to 70 to PSI fromthe
ei ght wells, based on well shut-in pressure.

The injection as the way | expl ained the
wel |l expect 3 to 5 days normally. And each nonth
maybe one tine or three tinme that is the -- when we
set up the nodel, we made this assunption.

Q Okay. So then Chevron as you nentioned

actually conducted this pilot project after it nodel ed

it. It conducted the pilot project -- actually,
before we get into that, | guess this is the results
of that nodel. |Is that right, Dr. Tang?
A Yes. So this slide is the results of the
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nodel .

Q Okay. Let's talk about that.

A Okay. So here this is the based on the gas
nodel, all the ISIR nodel. The ISIR nodel is integral
to the production nodel. First, on this righthand
side chart, that shows the ton access, the water
access on the left to that shows the pressure.

And on the righthand side vertical asset
t hat shows the gas injection rate and liquid
production rate. So we have two rates that's show ng
here. Before -- before -- just in the beginning, the
-- the well continued as a producer. So you can say
the liquid rate is declining.

The bl ack dot, the black line liquid rate is
declining. And also the netrics pressure, which is
500 PSI also slightly declining. And you can see that
the SRV reservoir that is the blue, the reservoir
pressure, SRV of well is also declining. But the
pressure is quite | ow

It's only very several hundred PSI. And the
petrol eum BHP, bottonhole pressure, is about 500 PSI.
So you can see the flow ng bottomhol e pressure is |ess
than the reservoir SRV pressure due to this figure.
Under the injection, we don't inject any gas into the

reservoir.
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Then, fromthe X axis in April 1st 2020, in
the nodel, we assune we start at two weeks injection.
So that gas rate of 2 -- 2 mllion gas per day. And
t hen, you can see that appear to be the purple that
goes up to -- to --

Q Sorry.

A Yeah. To a higher pressure, which is higher
than the SRV that's blue. The SRV pressure is also
I ncreased because there are injectors into the tank.
So it's increased that the injection flow ng
bottonmhol e pressure is higher than the -- the SRV tank
pressure.

Now, you can see on the top of that is the
green -- green matrix pressure, result pressure, it is
still much higher. It is 2500 PSI, 2400 PSI. So it
i's much higher than your SRV pressure, even though
I nj ection pressure, there's no way that pressure wll
exceed the matri x pressure.

So basically, like, injection in the nodel
as | show, it is the isolated in the SRV area.

There's no way -- it's different to reservoir
I njection. So that's our nodel back to 2019.

Q Dr. Tang, just so that | understand because
| want to nake sure the record was clear, | think you

were explaining the significance of the higher matrix
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reservoir pressure in the nodel conpared to the SRV
and the flowi ng BHP pressure.

| think, what did you say was the
significance of the difference in pressure between the
matri x and the flow ng BHP and SRV pressures?

A That's right. Also, | guess | want to
mention here on the lower -- lower |left, the chart,
that is the nodel that -- that's only half the nodel.
So you can see this -- the green that is the tank, the
two tanks, the green. No, this is the well bore.

Yeah.

At the bottom that is the tank or SRV, and
anot her one on the -- yeah. That is the matrix, the
two different pressures. That's connected by the --
the total -- to match our production data. So then
the wells, in the beginning, we start a cl ock.

That is the triangle in blue. That is the
production period. And then -- then the clock stated
t he production of the well closed. Then, that's in
red. That's in red. After down triangle, then they
put same well, they stuck a week or two injector. The
I njection period for two weeks. So that is starting
i njection. So that is the nodel.

Q Goi ng back to the question, Dr. Tang, you

just identified that the matri x reservoir pressure was
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far greater than the SRV --

A Yeah.

Q -- and the flowing BHP pressure. Wy is
that significant?

A Yeah. Because the -- when we did that -- on
t he dual tank nodel, we were -- we -- we have that SRV
pressure, we have the bottomhol e pressure. And al so
we have the initial, that, based on RTA, rate
transient analysis. That shows the matrix pressure is
still high.

And then -- then, through the nodel or in
the nodel, we inputted that SRV pressure was initially
hi gh. And so -- so that connected the -- it's, Ilike,
the two tinmes that we connected that transmissibility,
you know, even the transmssibility gets to, like, a
-- if you -- if you open up the choke that's very
smal |, then the SRV high pressure and sl owly chuggi ng
into your SRV reservoir. You know, that is our -- the

nature of unconventional well production. This is --

of course, this is a central site nodel.

Q So if | understand correctly, you're saying
t hat between the matrix and SRV, there's sone
transm ssibility between the two. But because the
matri x pressure is so nmuch higher, the matrix wll be
recharging the SRV volunme. Is that right?

Page 234
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.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. No matter, it is due in production
period, oil in the injection period. So it wll
al ways cone into the SRV by the high pressure matri x.

Q And does the fact that that high matrix
pressure help contain the injected volunes close to
the wel |l bore --

A Yeah. Yes. Because their injection
pressure is only maybe, like, 1500 PSI, but the matrix
pressure is 2500 PSI, which is 1,000 PSI nuch higher.

Q Okay. So irrespective of the geol ogy and
any geologic barriers that may help contain the fluid,
the matric pressure itself is serving as a neans to
keep the injected volunes nearer to the well bore?

A Yes. Because this is |ow pressure gas
reinjection. Not a high pressure gas injection.

Q Very good. Let's talk about your next slide
here. Now, that was the nodel, Dr. Tang, and now tel
us a little bit how Chevron took the next step to
actually inplenent the pilot project and what the
conditions of the well were at the tinme the pil ot
proj ect was conmmenced.

A Sure. Yeah. So back to the tinme |ast year,
we did this -- test. Before we did the test, we still
had to collect all the data to understand the what was

the reservoir situation. So in this chart, you can
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see that on the top, we've got the -- the blue dot.

Those are the water, and that's the vertical
axis. That is water cut. So initially, back to 2020
April, back to 2020 April, note the water cut is above
50 percent, 50 percent of water cut. Only okay the
| ack of nmud, maybe it's a porosity -- But normally, it
is 50 percent of outreach.

But since -- since the April -- after April
2020, after shut-in, then -- then the well -- that
wel |, water kept increase to 80 percent or even
hi gher, sonetinmes 90 percent. So the water cut had
changed.

To coordinate the cap rock appeared to be --
that is the |lower green and the two green dots, that's
two different approach to a cap rock use different
nodel . But that's then they tell us the pressure is
di pping to 500 PSI. But only after that water cut
I ncrease as well, you have the water intrusion.

This is the pressure increase to about 1,000
PSI before our -- our injection. So -- so the -- not
the year before our injection, the -- the bottonhole
pressure was estimate 1100 PSI as I -- | put it here.
So the key nmessages that are the nodel that initially
we had cal cul ated before we did the pilot and but we

still say that appears to be 1,000 or 1100 PSI.
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We're still made aware of a gas conpressor,
the pressure, 1200 wel |l head pressure still nmake it
feasible to inject into reservoir.

Q So before conducting the pilot, Chevron was
aware of this water situation but determ ned based on
the pressures that it was still feasible to proceed
with the pilot project. Correct?

A Yes. Yes.

Q Ckay. So these are the original conditions.
Now, tell us about what occurred, what the data was as
a result of the injection?

A Ckay. Sure. So on the top of this chart,
the red dots are the gas -- gas injection rate.
Before this -- before -- in the beginning -- in the
begi nni ng where you have this gas rate, that is the
production gas rate, which is quite small. Maybe --
maybe only 100 -- 100 MSA per date, the gas rate.

And the water rate was the high of what's
maybe 50 barrels, sonmething |like that. The oil rate
al rost one or two barrels. So that is the data. And
the also at the bottomis the pressure. W instal
t he menory gauge the pressure at the bottom that
green dot, those -- those lines -- that is, yeah,
pressure.

So you can see during this the gas injection
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-- gas -- gas -- production period. You can see the
production's productive and due to unstabl e gas neet.
The water -- the pressure is conpared to our
estimation of -- we calculate 1100. And here, it is
approxi mately 1100 PSI.

So that fills our pre-gas injection nenory

gauge for 1140 PSI. So then when the well was shut

in, this -- this well was shut in under the pressure
slightly increase, you can see, this nulti -- and
then, the gas injection in this -- in this part,

i njection gas where they work as negati ve.

So you can see that's the red star that is
on the top. That's a red star goes down. That is the
gas injection. Injection is like that. And until it
reach to 1500 -- 1500 MSA for days, so regular
i nspection, you have, say, 1500 or nore to nost of the
time for 1500 for whereabout to seven days.

And after that seven days, then -- then that
way we -- we shut -- we shut down the injection.

Then, the well takeaway, we call the falloff test. So
FOT, falloff test, period. Under that -- that nmenory
gauge it shows the pressure decrease. So nost of it
decr ease.

And then, the well, we open the well head to

let it return to production. Then -- then, the
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pressure will be -- it was decreased a |lot. And the
dual lift period and you can see on the top of this
production rate, will only return to water in the
begi nni ng.

So that's alnmost no oil, no gas, cone out
I mmedi atel y because water so strong to conme -- cone
out first. But after this, the shorter period, we --
we change our gas -- gas lift for gas to -- to inject
nore gas to help with occupation of gas lift to nake
t hat bottonmhol e pressure.

You can see the bottonhol e pressure that at
the bottom That pressure, once it's decreased, and
our rate of oil, water, gas, oil, increased. Then,
you can see the gas -- gas return. That is the red

dot on the top. That gas conme out in this period.

And al so come with oil.
That is the oil maybe that is the -- the ten
barrels, 20 barrels. So that is the data.
Q SO --
A So the key nmessage is that pilot well -- oh.
' m sorry.
Q No. Go ahead. Go ahead.
A -- 1500 MSA for per day for seven days.
Q So even with that status, that initial
condition as depicted in the Slide 6 with the higher
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wat er cut going into the pilot project, Chevron was
able to acconplish approximtely 1500 mIlion cubic
standard feet of gas volune injected per day for seven
days?

A Yes.

Q Now, just so the record' s clear when we go
back and | ook at this chart, the top chart, the green
Is the barrels of oil produced. Correct?

A Yes.

Q So the blue is the water barrels produced,

and then the --

A Yes.
Q -- red dots, as you said, were the gas?
A Yes.

Q And the shut-in, | think it's clear on the

chart, but just so it's clear in the record, the
shut-in under the pilot project comenced
approximately the 14th of May? |Is that right?

A Yes.

Q And that's the bottom --

A Yeah. You can see the scale. Maybe that is
the 13th on --

Q Yeah.

A Yeah. It's a -- it's a small gray that is
one day. Yeah.
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Q Ckay. And then, so it |lasted for seven days
until the 21st. Okay. Just wanted to nmke sure it's
clear for the record.

A Yes.

Q This reference up here, RTP, nmeans return to
producti on?

A Yes.

Q So that gray bar is indicative of when
Chevron returned that well to production?

A Yes.

Q And the green period is when Chevron
I ncreased the gas lift. |Is that right?

A Yes. @Gas |lift gas increased from 100 to 600
MSA per day. Then, that rate is significantly
i ncr eased.

Q Did these results confirm Dr. Tang, your
anal ysis and expectation under the initial pilot
proj ect nodel ?

A Yes.

Q Now, let's |look at this next slide and
expl ain what this slide shows.

A So the present slide shows the data. Then,
we -- we put the data in -- in a wellbore --
hori zontal well with -- fracture nodel. And trying --
trying to match the data to understand the water
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reservoir -- water is the injection nake the reservoir

happeni ng.

So -- so you can see the -- at the bottom of

that is green, the state of green, that is

gauge pressure. And the flash of the yellow, that is

t he nodel .

So in the beginning -- in the beginning,
back to May 12th, that period, that is production

period where if we use that water rate as a -- as the

gi ven, so that dash, that's the nodel used

i nput. The solely the blue, that is the actual

measur ement of water.

So you can see we use that one, t

with each other. Then, we match the pressure first at

the bottom The pressure is matched. And we al so

match the oil rate that is the green. That

The BOPD. That 1s the oil rate match. And al so t hat

gas rate i s matched.

Basically, that is the -- that is water we

had. Then -- then, after starting from --
fromMy -- My 14th, then with -- we use t

I njection rate on the top. That is the --

line and the yellow -- yellow dot. Those dots are the

actual neasurenent.

The -- the red line, that is the

t he menory

as the

hey overl ap

i's green.

starting
hat gas

the red

nmodel
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I nput. So we use the is gas injection into the
reservoir. Then, we -- we match the pressure at the
bottom That is the yellow dots. And -- and it
captured the peak pressure, reached to nmaybe that is
the -- the 1400, 1500 PSI peak.

So it didn't exactly match the shape.
That's because maybe -- because, you know, our nodel,
we didn't understand where the water actually -- the
I ntrusion water cone in powerfully. So that pressure
I ncreased higher, faster than our nodel. But after
that -- after that May -- May 25 in the mddle, then
we wait the nodel.

We use this -- we use this pressure. W use
this pressure as a given. And then, we match this --
we just match the oil rate and the gas rate. The
nodel shows the gas rate. You can see the RTP return
to production. The nodel shows the gas in the mddle
conme back. That is the spike.

But unfortunately, in the real data, we

didn't see it during this several days. W didn't see
the gas return. But after this My, June 8, 2021 --
after June 2021, on the X axis, you can see 6/8/2021
here, yes. After this one, then -- then, in the
nodel, we use the pressure. And then, we -- we use
t he pressure as the input.
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And then -- then, the water rate was
mat ched. And -- and you can see the start, that is
the nmodel. It matches oil line that is the
measurenment. And al so you can see the gas return
match quite -- quite well. That yellow that is actual
data. The red is the nodel.

So oil rate, you can see at the bottom the
oil that is green -- matches green, the oil matches
that. So overall, we understand even there's sone
water intrusion. But the key nessage here is that the
pil ot data nmatched the nodel. It give us confidence
I n our nodeling.

The history match is another difficulty to
handl e this water intrusion. Maybe the -- |I'm
confident the outside water intrusion so that it nakes
this reservoir the pressure build-up quite greater
filling the shut-in and the injection. So that's al
the data and the anal ysis.

Q Dr. Tang, based on your ability to match the
data to the nodel, do you have confidence that you
understand this system well enough to have an opinion
about whet her Chevron can successfully scale out this

pilot project as it's proposed in the application?

A Yes.
Q And using the injection wells, the 13 wells,
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the producing wells that would tenporarily inject, do
you think Chevron has sufficient capacity within the
target interval to tenporarily inject gas during the
intermttent m dstream upsets to prevent flaring or
frequent well shut-ins?

A Yes.

Q Do you think Chevron will be able to operate
Its proposed injection within the operational
paraneters of 1250 PSI ?

A Yes.

Q During the pilot project, did Chevron

observe any adverse inpacts to production fromthe
Aval on shale or any offsetting zones of production?

A No. Because the -- you know, because our
pressure is reinjection is nmuch bel ow that -- that
hi gh pressure, which has -- it does not change the
EUR. It does not change the chem stry of this
si tuati on.

Q And that's principally because the injection
pressures are so lowthat it's not interfacing,
changing the --

A Ri ght --

Q -- of the --

A Yeah. Different fromthe EUR project -- EOR
pr oj ect.
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Q So there's no mscibility here, interaction
bet ween the gas and anything in the reservoir?

A That's right. It does not change the
behavior, mscibility.

Q Ckay. Have you al so eval uated the gas

recovery fromthe pilot project?

A Yes.

Q I's that your next slide here?

A Yes.

Q Revi ew what this slide shows and explain how

you anal yzed the gas recovery after the injection
phase of the project.

A Sure. So this charts shows that a red dot
that is the gas rate, the green dot that's oil rate,
and the water, the blue that is water rate. Those are
well test data. So you can see the well test data,

t he average is stabilized GOR during that period
before the injection, we collect the GOR as a
basel i ne.

And we use that to measure 100 as sal es per
barrels oil. That is the GOR current in this gas
rate, the ratio of the oil. So -- so that is the --
before the shut-in. and then, the yellow in the
m ddle, that is the period of the seven days of gas

I nj ection.
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And on the top, you can see the details of
the injection. So -- so the first part, that is the
during the normal gas lift production period. You can
see that that gas injection rate is up to -- from 100
to 400 injection rate, gas injection rate for gas
met ered gas.

But then, the well was shut in. The surface
was shut-in, and we -- we saved the gas injections
until it reached to 1500 MSA per day. And the -- the
red line, that is the curmulative of gas injection
nodule. So it -- by end of the injection of the May
21st, that reach to 8500 MSA vol une.

So after this yellowin the mddle, then --
then if we're -- stay on the right side of that | ower
chart, you can see that red dot that is gas -- it work
as the gas rate. You can see the gas rate is nmuch --
it 1s much higher than the progress before the gas
I njection.

So before the gas injection, you'll --
you' Il either have one barrel, two barrel, or the gas
rate also very low. But after that, nost of the gas
come out. |If you see the |label, that -- that X axis,
the date, that is maybe by end of August to 2021, then
woul d be a | ot of gas cone back. So that is the data.

Q Now, let's |ook at your next slide here and
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expl ai n, have you analyzed the difference between the
formati on gas, the gas was native to the formation,
and the gas recovered that was previously injected.

A Yes. This slide in the chart, that -- on
the top, that green, that blue, that was | abeled 1,
Number 1, that is the total gas read. So total gas
cunul ati ve production based on that allocation of what
Is the daily allocation of gas rate. So we cal cul at ed
that Nunmber 1 blue that is the total -- total volune.

Then, Nunber 2, that is -- that is the
virgin formation gas. Basically, we use that oil rate
-- oIl one tines the GOR, that cal cul ate how nuch is
that formation gas cone out. So that is the purple in
the mddle. So the difference between 1 and 2,
there's sone difference.

The difference that tell you that is gas
fromthe injection gas cone out. So that is the --
the yell ow Nunmber 3. You can see the yell ow Nunber 3
al nost related to 90 percent by end of August --
August 30, 2021. And the data a little bit nore cone
back in the next two nonths.

So hopefully in five nonths, all the gas
recovered. So the key nessage is that the cal cul ated

reinjection gas recovered, which is we've seen a

reasonabl e 5 percent neasurenent error because the
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other -- | calculated it before based on the SCADA
data it's 8.5 mllion injected vol une.

And this -- this calculation based on the
daily allocated rate, it is 8.9, so it's maybe 2
percent error. So it's less than 5 percent. So we
are quite satisfied with this result, the 100 percent
gas recovered.

Q Based on this analysis, Dr. Tang, is it your
opinion that the relatively sinplified nmass bal ance
approach to all ocation between formati on gas and
injected gas is a fair and reasonabl e approach?

A Yes. Because any way the gas, you know,
various zone in several couple nonths, several nonths,
the gas will return. That is based on our data, our
pil ot here.

Q Now, let's just if we could, Dr. Tang, just
go through the summary. | think this is your summary
slide. That just kind of gives an overview of what

you did to identify the target to conduct and prepare

the nodel for the pilot project and then your analysis
of the pilot results.
A Yes. So the key -- key nessage here, that
the Avalon wells, the depleted wells were selected for
the pilot. And it has -- due to -- it has depleted
pressure. And we -- we did the nodel, and it shows
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that there are -- the npdel's built in 2019 that shows
the gas injection is feasible.

And then, back to 2021, last year in My, we

did -- we did seven days injection -- reinjection with
up to 1.5 mllion gas. And we successfully did this
anal ysis and the match the data with the nodel. And

the results showed 100 percent of gas recovered. So
the total -- total tinme recovery is five nonths.
Maj ority of gas recovered in three nonths.
Q [Unintelligible response.]
MR. MCCLURE: We can't hear you, M.
Rankin. At least, | can't.
MR. ROSE-COSS: Yeah. There's a |arge
amount of background noise. | think that's better.
THE HEARI NG OFFI CER: Okay. | think we
got it.
DR. TANG  Yeah. W hear you.
BY MR, RANKI N:
Q Okay. Dr. Tang, based on your analysis and
i n your opinion, do you believe the wells that
Chevron's proposed for this application will be able
to tenporarily inject and hold the volunme of gas
anticipated during the m dstream upsets lasting up to
and for as long as 14 days?

A Yes.
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Q And do you believe that because rather than
just having one well, Chevron will have nultiple wells
to choose fromor to inject into during any upset
peri od?

A Yes. Because they are in the sanme area in
t he same section, sane situation.

Q And yeah. And so basically that's the
bottomline is that with these 13 wells that Chevron
woul d be able to inject and handl e whatever |lines are
avai l abl e for tenporary injection during an upset
event ?

A Yes.

Q Ckay. Now, and do you believe that it would
be able to do so within the operational paraneters
t hat Chevron has set out and proposed for this
application?

A Yes.

Q And in your opinion, Dr. Tang, do you
believe that injected volunmes are likely to mgrate
out of the target interval?

A Can you repeat the question? | don't
believe the gas will escape fromthe reservoir.

Q That's nmy question. And the reason for
that, Dr. Tang, just thinking about reservoir

engi neering, what's your principal reason for that
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opi ni on?

A The principal reason is that the matrix
pressure, even this near wellbore, it's -- 700 only or
1,000 PSI only. But the matrix pressure still have a
|l ot of -- to the shale gas. That has still high
pressure.

That is still high up to 2500 PSI, which is
the -- which isolated the injection, |ow pressure

I njection well 1500 PSI injection pressure. So that

can hold it when it -- it cannot just escape to other
pressures.
Q And is that pressure part -- | nean, is that

confidence supported by the fact that you anal yzed and
confirnmed that you believe all the gas that was

i njected was recovered because it was able to stay
near the well bore?

A Yes. As the data shows. Yes.

Q Now, have you al so determ ned, Dr. Tang,
whet her the injection would have a net positive,
negative, or neutral effect on production fromthe
Aval on?

A | think the inpact is neutral. No positive.
No negati ve.

Q Okay. And in your opinion, do you believe

that the application if approved woul d protect
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correlative rights of owners in the Aval on and
of fsetting zones?

A Yes.

Q And do you believe that approving this
application would be in the interest of prevention of
wast e?

A Yes.

MR. RANKI N: M. Exam ner, | believe
that's all the questions |I have for Dr. Tang, so |
woul d nove the adm ssion of his exhibit, Exhibit 21,
into the record.

THE HEARI NG OFFI CER:  Any obj ecti ons?

Heari ng none, so adm tted.

(Exhibit 21 was received into

evi dence.)

MR. RANKI N: M. Examner, at this
time, | have no further questions of the witness. And
| think, you know, depending on how the exam ners want
to handle it, |I'mhappy to, | think, have them direct
their questions to Dr. Tang.

And then, if there are questions that
are nore appropriate for others in the group to
answer, then |I think they can step up and answer those

guestions that are appropriate for themto address.

THE HEARI NG OFFI CER:  AlI'l right. I
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believe it'd be good if you had your group gather.

MR. RANKI N:  Yeabh.

THE HEARI NG OFFI CER: Then, we can
answer questions.

UNI DENTI FI ED SPEAKER: We're all here.

MR. RANKIN:. Let's see. I1'mgoing to
take ny screensharing off so that everyone can see a
little better. All right. They're crowding around.
So we've got Christine DeFriend on screen left, Dr.
Tang in the mddle. |In the back row, we have M.
Lattimer.

And on the far right, we have M.
Flemng. And then, in the white shirt with the blue
tie, we have M. Cutierrez. And just as a rem nder,
fol ks, as you speak, please state your nanme for the
benefit of the court reporter. And so try not to talk
over each other. And let's make sure that each answer
Is in turn.

THE HEARI NG OFFI CER: Ckay. So who

would like to go first, M. MClure or M. Rose-Coss?
MR. MCCLURE: | didn't know if M.
Rose- Coss maybe wanted to continue with his
guestioning fromearlier or if you wanted to hand it
of f, Dyl an.
MR. ROSE-COSS: Are you inclined one
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way or the other, Dean?

MR. ROSE-COSS: | nean, | was
personally going to let you finish your prior
questioning. But it's up to you. | can go as well.

MR. ROSE-COSS: Okay. Well, you know,
sone of M. Tang's questions or presentation foll ows
up on the line of questioning | had earlier, as well
as it mght be nice to ask himsone questions while
it's the nost fresh on ny mnd. | do also wonder if
there isn't, like, a cohesive way for us to run

t hrough these efficiently and build up a story.

Because | feel like | got two or three
related |lines of questionings. It's not like | have
this exhaustive list. But anyway, | do want to say

thank you to M. Tang, Tang? | want to say that

right, too. For running through your exhibits and
preparing them

Actual ly, presentation helped in ny
under st andi ng of what's going on in the reservoir and
in these projects in general. So I think it's --
hopefully we're all |earning sonething here together
t hrough this problens and experinents. But the
techni cal question and the regul atory question at hand
her e.

So if you would prefer ne to go through
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the nodels with you. A few of the questions | have,
the report that was submtted in October of |ast year
2021, one of the points that | took away fromt hat
report was that recovery of the injected gas was 70
percent mybe.

And then, the point that | got was
maybe our GOR is off because of an influx of water
fromthe Avalon, and that's kind of skewed our
results. And now, when | |l ook at the results that are
presented in the exhibit packet here, it seens |ike
the answer is all of the gas was recovered. |t just
took five nonths.

And the water influx fromthe Aval on
really didn't -- that's not the question at play here.
O you know, that skewed our results. But could you
maybe speak to that a little bit, why | m ght be
confused there?

DR. TANG Sure. Sure. Yeah. That's

a very good question. What | didis that | used the

GOR. That's the key to nmake accurately to nmeasure the
gas recovery is that you have -- we have to take a --
carefully take a | ook through that which data is the -
-- is good data, which -- which GOR we don't trust.

My -- | -- as | feel that in that PDF
file, that GOR back to -- back to earlier 2021, that
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data was very good that we used, |like, 100 -- neasured
100 MSA per day per barrel oil. That's the ratio.

You know, because before the injection, before our gas
reinjection, those production data nost -- nost
reliable.

The reason is that occasionally you can
say sonetinmes, "OCh, we have a | ot of water," and the
oil becones |lower. Then suddenly, you can see there's
sonme oil but there there's | ow gas. Sonetines there's
| ow gas. There's low oil. All those data actually

guesti onabl e.

So if we use sone data, for exanple,
you assune the GOR is 50,000, then you are say -- you
won't recover -- you didn't recover because the 50,000
GOR. But actually the stabilized GOR -- | feel that
the stabilized price of good data that, that's 100,
it's there per barrels oil. Use that one to
propul sion to the oil recovery.

Because we see oil recovery on wells.
Then, we -- we kept track of that oil, the -- the
formation -- formation gas and then fromthe total
gas, total return to gas. Then, that gave us how nuch
I njection gas conme back. So anyways that one
i ndi vi dual person to take a | ook of the data and
eval uat e.
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And that's very good question. It's
not -- it's not a one solution. Maybe different
people will do -- | would say, left sonme error. There
may have been error that daily allocation has error.
Why don't we use the well test and allocation we
carbureted, we see that is quite good allocation.

And then, we use that -- we use that,
and we trust the data to do the carburetion.

M5. DEFRIEND: Can | add sonet hing

there? This is Christine DeFriend. | would just sum
up -- you do a wonderful job explaining all that. But
just summng it up. |It's been 12 nonths since we

submtted that report. W' ve been seeing a year of
stabilized data to do additional analysis, so we're
confident now.

VWher eas, when we subnmitted the report,
we were doing that analysis during that five nonths to
have it ready to submt in October. So since then,

we've just really had stabilization of data, gaining

confidence in our nodeling and our analysis. And so
we're confident with what we've shown you today.

MR. ROSE-COSS: Okay. So thanks for
clarifying that. So it does seem-- |I'mgoing to
share here, too. There's, like, sone roomfor error
in the GOR and the neasurenents that go into it. And

Page 258
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.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

so it may be subject to change. And when we're
pi cking the nodel points or so, just thinking out | oud
when | was going through it, maybe you can expl ain.

So | understand that this area -- are

you seeing nmy screen now?

VMR. MCCLURE: Yeah. Yeah. You' re

good.

MR. ROSE-COSS: And are we seeing ny

nmouse, or do | need to --

MR. MCCLURE: Yeah. We can see your

nouse. We can see where you're pointi
MR. ROSE- COSS: Okay.
try and descri be what |'m sayi ng here.

yellow is the volume of gas recovered.

based on, like, kind of the difference of what you
expect and what you're getting. And then, you know,

It happens quickly. And then it tapers off, the

recovery kind of it tapers off.

And then, okay, so this green 81 and 91

in here, that's the volume we've anticipated. And

then, there's this, like, large spike

recovered after that. O there's this, |ike, data
point where it's like, "Oh, well, that's a higher

one." Is that then, you know, it seens variable again

further out here in Novenber.

ng.
But 1'Il still
So the area in

And that's

in the gas
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DR. TANG Yeah. This -- this -- as we
showed this process, this is well test. So this is

well test we're not testing every day. And also the

operation part, | nean, |ike, a gas neter gas through
I njection rate could be -- sonetines it's 300. Sone
days maybe 400, 500, or 800. So low -- |ow gas

i njection rate i s changi ng.

So nobst operation, the data point also
change. Mostly but | think the key -- the key nessage
fromthis project, the red dots are after the gas
return to production, this -- this gas rate is nuch,
much higher than -- than before that -- this yell ow,
yel | ow bar area.

So that is the -- attentively, we can

-- you can see, "Hey, we get a |ot of gas cone out.

VWhere is that gas fron?" O course, the mpjority it
should be fromthe injection gas.

MR. ROSE-COSS: And well, it seens |ike
it kicks up the production of gas and water after the
reservoir's state a bit. O at |east those oil tests
right after, they go up for a second. But that's an
I nsigni ficant return.

DR. TANG  Could be -- production.
Could be yellow -- this is a -- this scale is the
maj or scale for up to several nonths. |If you | ook at
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our daily data, which -- which should have nore
resolution that can tell us. So what's happeni ng,
yeah.

Yeah. Because yellow as | nentioned in
the present slide in the begi nning when return to
production, we use the only 100, 300 gas injection --
gas lift gas. That is still quite high, so it didn't
return.

Once we really reduced the bottomhol e
pressure, then the reservoir is free to flowinto
wel | bore. Then -- then all the oil and gas, water al
come out into our well bore.

MR. ROSE-COSS: So there's a little bit
of an effect immediately after is ny takeaway fromit
that in over the course of nonths it doesn't have --

DR. YANG Yeah.

MR. ROSE-COSS: -- hasn't been --
effect --

DR. YANG You say that in the
begi nning that only water returned that, in the first
-- in the first of several days, only water returns.
Didn't oil and gas. But after the water unl oaded,
then we -- we increase the injection gas, gas for gas
rate.

Then -- then, that's make it -- make it

Page 261
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.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

appear to be nmuch easier |ow work than the fluid that
come out fromreservoir, fromthe well bore.

MR. ROSE-COSS: (Okay. And see, this is
the stuff that | mean, |like, we |earned sonething. I
didn't know that before today. So --

DR. YANG Yeah. The nore flow --

MR. ROSE- COSS: Thanks for figuring

t hat out.

DR. YANG Yeah. Right. The water
before that nodel -- nodeling is nodeling. Conpare we
see the data. Then, we see the -- W see the data

pressure and all the change and we understand it
better. That's why.

MR. ROSE- COSS: Perfect. And so |
guess the piece that maybe increased sonme of ny
understanding as well here, you know, this slide. So
basically, you know, I'll reiterate M. Rankin here.
What you're saying, you know, speaking right off the
matri x that the gas is seeping into the kind of bul k
rock reservoir.

And it's staying within the fractures
near the reservoir. Was there nodeling in the |ast
hearing? O is there nodeling to say -- |'m kind of
curious about the --

|'"msorry, Dean, |'mgoing to be
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wandering here for a second.

That you know, and so we're saying that
this amount of gas -- I'mscrolling here -- isn't
going to go very far away fromthe well bore. And even
sonme of it's going to be stored in the well bore. Have
you shown just how nuch of the fractured rock it wll
occupy and how much of there is?

Because traveling back to my first
question on the geology is, does your fracture network
cross into the Del aware Mountain group and break,
cross through the cap rock, that |inmestone barrier?

And is this produced water -- tell nme a
little bit nore about the Avalon or the Del aware
Mountain group water infiltrating that was tal ked
about in the summry report and --

DR. TANG Yeah --

MR. ROSE- COSS: (Go ahead.

DR. TANG Yeah. The nore or with this
has 7 and 8 as the water intrusion because we're even
don't know where the water is from

So -- so as you can see, that in the --
I n the next pages that saturation in the early or
return to production, it would even didn't match --

you can't see that that that flash in the blue we even

did the match to the water return. The water return
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the higher rate than the dots that |ined that nodel.

So actually the nodel is the sinmplified
nodel. We use the commercial so for copper. Copper
have a nunerical nodel called the |oop. The loop is
how t he horizontal |ateral with the nultiple failure
hydraulic fractures and with matri x perneability and
the conductivity of fractures.

' m1looking for the paranmeters for
perneability, porosity, saturation, all those initial
pressure before the production. Then, we -- we do
this stinulation.

You -- you gave sone input. For
exanpl e, your input, water rates or your input at gas
I njection rate then water, then you're trying to see
what is the response of this tank? That's -- that's
t he reason why.

So it definitely didn't capture

everything. It -- it -- it's -- it's beyond | evel of
that, you know, that there are -- we didn't include it
here. So it's not -- we cannot -- we don't know where

the water is from

MR. ROSE-COSS: (Okay. But so fromthat
report |ast October, that's a hypothesis that you're
not kind of running with anynore? And now, it turns

out this process produces a little nore water
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initially, and then we're back to our accounting after
t hat ?

MR. LATTIMER: Stefan Lattiner. So
wth the water, yes, there is changes in it alittle
bit after tine.

But you know, we're still in the
process of gathering data, trying to ascertain where
the water is comng from whether that's water
sanpling for chem stry anal ysis and, you know, ion
conparisons, or is it TLC logging to try and, you

know, geologically |ook around?

But you know, that project's in
progress to try to figure that out. But at -- as of
now, we do not definitively know where it is com ng
from

MR. ROSE- COSS: (Ckay.

And M. Brancard, | saw a gesture
t here.

MR. MCCLURE: Saying speak | ouder --

THE HEARI NG OFFICER: -- just to cone
closer so we could hear him That's all.

MR. ROSE-COSS: Oh. Okay. Reel it in
her e.

| guess the last kind of thing that |I'm
honing in on here is |I'mwondering how -- you know, it
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seens |i ke, yes, we recover the gas. But the

accounting of it, you know, on this one well, you
know, even on this one well took a -- we're not 100
percent -- we said we recovered 100 percent.

But how does it | ook? And it takes
five nonths. And our data collection, you know, we
could collect it differently and get different results
potentially. But okay. So it takes five nonths. And
t hen, what happens if | inject again? And then, what
happens if you inject again? And then, what happens
i f you inject again?

Li ke, each tine, wll it recalibrate
what you need to do to estinmate the recovered gas?

DR. TANG So that's a -- yeah. That's
good question. As Christine explained, so the sinple
way that we -- we know -- we know the gas wll
eventually conme back in several nonths. So for
exanple, you in reality as you asked that, fromtine
to time, maybe, you know, you get it and then return
for production for maybe another three weeks, two
weeks?

And the gas having -- even having to
return fully, then you'll got to get injecting again.

That makes that cal cul ati on nore conpli cat ed.

So the sinple way we get to use the
Page 266
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.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

mass bal ance we say how much gas is injected for when
we inject the 8 mllion gas -- 8 mllion gas, we
assunme all the gas flow out first. That is -- that is
what is the injected gas. That is the sinple way we
just count it.

M5. DEFRIEND: 1'll also add -- this is
Christine DeFriend speaking -- that in our two pilots
I n Cul bertson County in Texas, we saw a gas recovery
w t hin days.

DR. TANG Yeah. Because there, that's
| ow wat er intrusion.

MS. DEFRI END: Correct.

MR. ROSE- CCSS: Ckay. Well, | don't
want to deprive M. Dean of all of his questions here.
So I'"'mgoing to cogitate for a second and pass the
m crophone. Thanks for all those answers. It's
hel pful .

DR. TANG  Thank you.

MR. MCCLURE: And if you do as we nove
t hrough topics, if you just want to speak back up
again, M. Rose-Coss, if you have any questions. O
do you want nme to keep going until you do? O do you
want nme to pass off again later?

MR. ROSE-COSS: | guess if you had --

t he question | was going to get at or | think you're
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getting at, the next topic is how exactly the
I njection going to be handl ed between all these
proposed injection wells.

MR. MCCLURE: Well, | do want to nobve
to that, but | want to stay on our current topic for a
little bit, | guess.

MR. ROSE-COSS: Okay. Go for it.

MR. MCCLURE: And then do it that way.

How often was this well being tested
after when you were recovering gas?

MR. LATTIMER: So this is Stefan -- let
me nmake sure | get cl ose enough, so you can hear.
This is Stefan Lattinmer. So historically, we test our
wells -- we're required to do one a nonth, but with
the pilot, we were testing it daily for a couple weeks
after the pilot.

And then, after about a nmonth, we would
probably test it around once to twce a week is the

normthat we try and get to. W don't always achieve

that, but that's what we try to with the anmount of
wells we have and the anmpunt of testers we have.
MR. MCCLURE: Now, |ooking at, |iKke,
11-1, |ike, Novenmber and Decenber of 2021, it | ooks
li ke there's only, like, a single |line of dots there.
Does that nean there was only one well test done that
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nont h, and then the next nonth, another well test was
done? Is that kind of what |I'mgathering fromthis
graph on Slide 183 or Page 1837

MR. LATTIMER: Well, | don't have the
chart in front of nme to verify, but what | could say
Is we've had a | ot of other issues with sonme facility
things. And so sonme of our |ower producers, we choose
to shut in while we do repairs to prioritize, you
know, where we can send gas lifts.

And so t hroughout 2021, we had a | ot of
that activity work. And | can't recall especially the
second half of 2021, we had a |ot of shut-in. And
that would relate to why there were fewer tests.

DR. TANG Yeah. This Yula Tang. |
think Stefan, yeah, answered that question. | think
as nost of the -- it's could we do to repossess this
well or how we're not a water flow production. And
then, we try and do just -- when -- when it has water,
| ow gas, oil production, then we didn't do probably
the test.

MR. LATTIMER. Right. It was nostly
due to the flex pipe work.

DR. TANG Ckay. GCkay. So the surface

flow line flex pipe. Flowline, right?

MR. LATTI MER. Yeah.
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MR. MCCLURE: Well, | guess to give you
alittle bit nore context as to why I was asking,
trying to determ ne do you have enough data to make a
educat ed assunption as to whether the GOR that you
used in your |ater calculation is still holding true
t oday?

DR. TANG Yeah. W have -- we -- we
didn't submt that nmeasure. But | prepared that GOR
with allocations, and the GOR was working -- it
overlap with the charts very well. If we did it, we
added that part to show our data quality.

MR. MCCLURE: Yes. So the GOR that you
used when you cal cul ated your recovered gas, that is
mat chi ng your current well test data over the | ast
year then? |s that correct?

DR. TANG Yes. Yes. Yes. W have
that well test overlap with, you know, the 7-1 chart
to show that work is gas rate and the allocated gas
rate. For -- area normally |I quite factor that
all ocation. It's quite good.

MR. MCCLURE: Do you know notice the
GOR continuing to change in this well, or is

stabilized in the |ast year?

DR. TANG It's -- if -- if we're to
stabl e the neasurenent if we have enough oil, nore
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than one barrel or if we would have ten barrel oil
then the neasurenent quite -- can be quite good. \When
the oil rate is point of five barrels, one barrel,

t hen the GOR neasurenent sonetines -- because you
know, in the tester, you have the gas -- or sonetines
t he measurenment is not accurate.

MR. MCCLURE: Yeah. So is that kind of
what the deal is if the shift in GOR is what caused
the shift in GOR, is it kind of just a sharp decline
in oil production? O was it an increase in water
production? O a conbination of the both?

DR. TANG It is both because the water

intrusion that is the water rate is high and oil rate

is low. But this well, you can see fromthat oi
rate, they found fromtinme to time we still have oi
rate up. | think the workers we didn't have enough of

the testing that nonth, that several nonths in
Novenmber, October, Novenber, October tinme that year.

| think as Stefan nmentioned, that could
-- that is nost likely due to the facility, the repair
rate that changes that flex pipe flow line.

MR. MCCLURE: Well, | guess, ny next
guestion is, | mean, | suppose with consideration that
maybe sonetines you don't have nmuch oil production, so

It's hard to calculate a native gas production off
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your GOR. Correct? That's kind of maybe sone of the
problen? O am | wong there? You want nme to restate
t he question?

DR. TANG  You know, yeah, it's a --
it's a process but overall, if you see the history,
initially, like, the -- this well, initially the GOR
oil is 2,000 GOR only, 2,000. And then gradually it
goes to 5,000, 8,000, 9,000. And before that water
intrusion, it's rich to be maybe 30, 000.

But after water intrusion, then the
proj ected increase sone -- sone gas, | guess, it cone
back to the solution due to the increase of the
reservoir for ratio. So that GOR go back to 7,000,
8,000, 9,000. So -- so anyway, what | use, | think as
t hat number, | thought 9,000 -- is a good one.

We use that because of continuous
measurenment and al so very stable, we use that GOR

MR. MCCLURE: Now, as far as magnitude
of actual or rate of actual gas rather than, |ike,
| ooking at a GOR but | ooking at the actual gas
produced, is there any consideration to go in nore
towards, |ike, a decline curve in trying to estimte
the native production versus recovered production via
t hat route?

And is that nore accurate, or do you
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think that's | ess accurate?

DR. TANG Yeah. These DCA ki nd of
anal ysis or would definitely we can take a | ook, but
we didn't use DCA approach because the --

MR. MCCLURE: Sur e.

DR. TANG -- because, you know, the
DCA still need sone of what is the ratio of the
formati on gas cone out. Though -- so anyways because

DCA, they can't cover assets. You only get the total
gas production decline or total oil. So you -- you
cannot answer unless you have shown the baseline GOR,
you trust it.

MR. MCCLURE: Well, what | nean is if
you assunme a baseline native production, and anything

over the native 100 NCF per day that you woul d predict

it would make, and it nmakes 150 NCF, then to say it
recovered 50 NCF that day. And just use --

DR. TANG Yeah. Yeah --

MR. MCCLURE: -- the nmagnitudes --

DR. TANG That's right.

MR. MCCLURE: Go ahead. |'msorry.

DR. TANG Yeah. You are right. [If we
test the snmooth production. But unfortunately, a | ot
of times, our -- our operation is not smooth. And a
| ot of our operation paraneters change.
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For exanple, gas reinjection rate, you

will inject a later gas, then you'll have -- you'll
know it's very later oil come up. |If you have a | ot
of gas injection to this well, then -- then that wll
-- will produce -- that will think of that as oil --

MR. MCCLURE: Yeah. | see what you're
sayi ng.

DR. TANG  Yeah. Because you can --

MR. MCCLURE: Yeah. | see what you're
seeing --

DR. TANG -- gas is up and down, so
It's not so easily to do that way. But we can try.
Definitely. That's good consideration of --

MR. MCCLURE: | was going to say
especially if the consideration that we're only taking
a well test potentially once a nonth, that makes it
nore difficult as well.

MR. ROSE- COSS: Dean, could | think out
| oud for a second?

MR. MCCLURE: Go ahead.

MR. ROSE-COSS: |I'mcurious if |'m
understanding if it's been stated in the packets, and
"' mnot getting it or if nmy understanding of how the
all ocations is going to work is correct based on this

current discussion.
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So am | understandi ng what Chevron
proposing for its allocation, you know, it injects,

i ke, 15 units of gas. Right? 1It's not going to
start charging royalties or saying that it's native
production until it's recovered, those 15 units?

That's not going to try and say, you
know, | injected 15 units, and now |'ve recovered ten
units, and three of it's going to go native production
that we're going to charge or sell and get royalties
on. And then, the other seven's this injected gas.

So like, there's not going to be two different bins?

It's all going to be one bin of
i njected gas until that debt's fully paid off? And
then, after that happens, then we're on native
production again? And that's what we're going to be
charging or accounting of royalties on?

MS. DEFRIEND: Yes. That's what
Chevron's proposing. What we tried to show today --
sorry. This is Christine DeFriend speaking.

VWhat we tried to show you today is that
we did some conpl ex anal ysis | ooking at the GOR pre-
and post- as part of our pilot analysis but keeping
scalability in mnd and not having an engi neer nonthly

doing all of this analysis as we scale up to do this

| ong-termto prevent waste.
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That's not exactly feasible for what
Chevron has in mnd. So we're |looking at a sinplistic
approach and proposi ng mass bal ance. Once we've
produced as you said in your exanple 15 units back
out, then the next volunmes would be native and woul d
be all ocated as such.

MR. ROSE- COSS: Sure. Because it's --
wait. Your approval nmeant you've got it all back and
t hat Chevron can count on getting it all back. That
it's not been lost to the native rock unit. It wll
be recovered. So Chevron can hedge that and just say,
you know, banking it, banking it, banking it.

Once that's all accounted for, then
we'll start native accounting again.

M5. DEFRIEND: Correct. And you
menti oned or one of you asked before about well
testing. Are we going to have enough data? | believe
M. Lattinmer shared in his testinony about our
oper ati onal plan.

And when we're doing this, we will have
I ncreased frequency of well tests to make sure we're
seei ng these produced vol unes.

MR. LATTIMER: Yeah. | believe it was

spelled out in that, but if not, you know, that is our

pl an, that, you know, when these wells cone back
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online for after tenporary injection, we would be
testing themright after and then continuously | ooking
at themto nonitor, you know, if there's any changes
or anyt hi ng.

We're not going to do the once-a-nonth.
You know, we don't try and do that ever. So we w ||
keep a close eye on them

MR. ROSE- CCSS: Ckay. Well, M. Dean,
| interrupted you there. But thank you all for that
clarification. | think that's hel pful for ne.

MR. MCCLURE: ©Oh, no. You're good,
Dyl an.

| guess if | may back up just a tad bit
there, | guess is it Chevron's position that you are
in fact proving that you got back 100 percent, or is
that just what you're specul ating occurred here?

DR. TANG This Yula Tang. |'ve been
to the data -- of course, we only have one pilot. But

the pilot data for this project does show oil get cone

back. And as Christine nentioned, we had anot her two
wells in Texas where we recovered really quickly
because there's | ow water intrusion.
So overall, we -- we are confortable,
all the gas injection to the oil well will come back.
MR. MCCLURE: And see you bring up the
Page 277
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.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

exact point | was going to bring up. Obviously, the
wat er intrusion nade a difference here. And if there
Is essentially a third tank, not two tanks, because
you have a third tank that is constantly flow ng in,
how do we know the gas isn't flow ng that way, that
you're never going to recover it?

DR. TANG Yeah. That's really hard to
say. The only -- you know, what all hypothesis,
majority is always |like that that. But you know, as -
- as a-- I"ma engineer. | just ook at the data as

the data shows us the gas returned. And but | think

then -- then that -- that's true. It is com ng back.
MS. DEFRIEND: | think Yula said it
well. This is Christine DeFriend. | don't know that

we can prove anything on one pilot, but we're
confident on the analysis that we have. W' ve

I njected Aval on gas back in, and we're seeing that
cone back out.

MR. MCCLURE: | guess on the maybe a
slightly change of topic, but alittle bit on the sane
topic, tal king about the intrusion of water, can we
confidently say that this is going to be confined, our
I njection gas, because we don't know where that

water's com ng from

| nmean, to tail back a little bit on,
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| i ke, what M. Rose-Coss was saying, if it is comng
fromthe Brushy Canyon, how do we know we're not

| osi ng gas back up and getting it out of our injection
I nterval ?

DR. TANG | -- that's a good account.
Yeah. The question, | think, the intrusion gas no
matter where it is from it is fromthe top or from
upper or fromlower Avalon or fromthe Wl fcam A
what ever, the pressure, the water intrusion because
you say after water got -- and our -- our pressure
calculate the -- also incorrect.

That's nmeans the intrusion water has
hi gh pressure. So the high pressure will help -- |
don't know what say to the water conme to our wel
because it's -- nmakes our oil production becone water
wel | .

But on other hand side, these -- these
two are really isolated the injection gas, so the
reinjection gas has nore difficult to nove away
because of the water pressure comng to the well bore.
It is a higher pressure.

MR. MCCLURE: Yeah. And we're assum ng
it's under a higher pressure under your nornal
operating conditions. But if you were to be injecting

for a week or sonething, you don't think you woul d
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rai se your -- your bottonmhol e pressures enough that
potentially you could raise it higher?

Because if we don't know where the
water's comng from how do we know what the pressure
is of it? And how do we know it is higher pressure
under which conditions?

DR. TANG  Yeah. You are right. But
the -- the nodel as we showed that, we have the
pressure either in the netrics for pressure and then

you push the water. You inject the gas. A |ot of

gas, so the injection will have to prevent the water
to cone.

So -- so it's a del ayed water
i ntrusion. But after return to production, the -- the
water will return. And the |less water returns that's
regul ar perneability, oil, water, gas flow together.
And then, that's -- that's oil and gas in -- in that

fracture al so brought back to the well bore, so we flow
back - -

MR. MCCLURE: So you're assum ng the
water would -- go ahead. |'msorry.

MS. DEFRIEND: This is Christine
DeFriend. We did that with the pilot. W injected
for seven days, and we did not see that in those seven

days.
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MR. LATTIMER  Additionally -- this is
Stefan Lattiner. We had the nenory gauge data down
there, and the pressure did not increase to a point
where it would be fearful as too high that it was
going to go away. So we have the data over that
seven-week period to, you know, justify that.

MR. MCCLURE: Well, the problemis we
don't have the pressure on wherever the water's com ng
from | nmean, if it is essentially only 10 pounds
hi gher, than you raise by 10 pounds. Obviously, |I'm
going to the extrenes. |It's going to be greater than
10 pounds, shoul d be.

Havi ng said that, though, your point is
wel | -taken in regards to the water should in theory
flush the gas out in front of it would be the thought
process because the gas should flow nuch easier than
the water. | surely would think.

M5. DEFRIEND: And follow ng al ong that
t heory, you know, you could argue that the water is
support -- or sorry, the water is hel ping support
contai nment of this reinjected gas. Like, just |like
Yul a was just explaining, pushing it back out, and
then we return it to production, the gas flows out
prior to the water.

MR. MCCLURE: | guess the question
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had, too, as far as testing capacity, how many of
these wells could you inject to and then maintain a
pretty consistent well test schedule when you bring
t hem back online? Because we got 13 wells we're

t al ki ng about here.

Do you have enough testing? Do you
have enough treaters to be able -- or excuse ne,
separators to be able to maintain a good test schedul e
t here?

MR. LATTIMER: A schedule -- this is
Stefan Lattiner. A schedule, yes. To be able to do
them all sequentially, all 13, no. That's not
realistic for any operation, especially with the
magni tude. But we could test it easily one -- at
| east one test a week.

But with the well test or test
separators that we do have, | could foresee if there's
no interruptions, we could get three tests a week on
each of those wells.

MR. MCCLURE: If you were to use all 13
of them and bring themall back on at the --

MR. LATTI MER: Exactly.

MR. MCCLURE: -- sanme tinme?

MR. LATTIMER: Correct. So it's a

large CTV with nultiple trains, nultiple testers, but
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it just depends on, you know, the operational
conditions are going on at that tine.

DR. TANG Also -- this Yula Tang.
Sorry. W can also inference that the test that the
interval. For exanple, normally you do 24-hour test.
You can -- if -- if the test 12 hours, stable, quite
stable, nostly it's quite stable now.

You know, we no | onger needed to use
the 24 hours. So in that way, we can stabilize that
frequency to make the neasurenent.

MR. LATTIMER: Yeah. Yula brings up a
great point. M assunption was 24-hour well tests,
but if we can get away with 8 or 12 hours, then that
woul d significantly change things. And our history of
well tests are consistent that that woul d be possible
to get a -- use shorter duration well tests.

MR. MCCLURE: So then your operations
Is in place to be able to conduct 8-hour tests,

12- hour tests, then?

MR. LATTIMER: Correct.

MR. MCCLURE: Okay. Sonething al ong
t hose lines, maybe --

MR. ROSE-COSS: Dean, is this a decent
time to pivot to their plan about how injection wll

be all ocated, or, |ike, how the use of the 13 wells
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wi Il be orchestrated?

MR. MCCLURE: G ve ne ten seconds just
to |l ook at nmy notes here, and then I'Il let you know,
Dyl an.

MR. ROSE- COSS: (Okay.

MR. MCCLURE: Maybe just a little bit
of clean-up here before we switch subjects. On your
guys' graph -- let me see if | can find the one |I'm
referring to. It's on Slide 181. |It's your initial
gas reinjection pilot injection history. Are you
famliar with what I'mreferring to? WMaybe | can try
to make it --

MR. LATTIMER: We're pulling out the
hard copy. G ve us one sec.

MR. RANKIN: | believe it's Slide 7 in
Yul a's set.

MR. LATTI MER. Okay.

MR. MCCLURE: | don't know if you guys
can see or not what |'m doing.

MR. LATTI MER: Yeah.

DR. TANG But which is it, one? Yeah.

MR. MCCLURE: As far as the scale for
your fluid, for your barrels per day of oil and water,
" massumng it's supposed to be on the righthand side

her e. But it doesn't seemto be there.
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DR. TANG Yeah. That's right. On the
ri ght hand side, that nust be the scale for water and
oil. The oil rate, you can see the scale. The oi
rate for the native period, it's ranges about 10 to 20
barrels. | -- | remenber. So the water rates --

MS. DEFRI END: Do you see it there?

DR. TANG Oh, yeah. Ten to 20
barrels. The water is -- is 300, 300 barrels.

MR. MCCLURE: Where are you seeing that
on this graph, though? Were do we got that
i nformation at?

DR. TANG Yeah. | -- | could include.
Unfortunately, that cut -- copied it fromthe software
didn't show up here.

MR. MCCLURE: Ckay.

MR. LATTIMER. He was referencing the
box of coments bel ow on the second graph on the

bottom but on the right side where it says, "G, ten

to --," sane graph.

DR. TANG Yeah. Sane graph.

MR. LATTIMER: Bottom half for that
page.

MS. DEFRI END: The text box.

MR. LATTI MER: Thank you.

DR. TANG Yeah. The text box. The
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t ext box.

MS. DEFRIEND: Go -- go back to the
pl ot in question.

DR. TANG  Yes. Yes.

MR. MCCLURE: Can | -- you're referring
to this right here?

DR. TANG  Yeah. But -- with higher
gas for reinjection --

M5. DEFRI END: We're acknow edgi ng t hat
the scale is cut off, but we're noting that in the
text box, we say the ranges are in the text box just
bel ow that starting with the words "R-T-P-U i s higher,
GL-I-NJ." |If you keep reading there, it shows that
the oil is 10 to 20, and the water was about 300.

So that gives you an idea of the scale.
But we are acknow edgi ng and apol ogi zi ng for that
scal e being cut off.

MR. MCCLURE: Yeah. |It's not a big
deal. | was just going to please submt this graph
again with the scale on it was the only thing | was
getting at, supplenental information.

MS. DEFRI END: Yes. W can do that.

MR. MCCLURE: Thank you.

And there was one other thing I was

going to ask, | think, before | give it back to you.
Page 286
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.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

| did have a quick question. Let ne
stop sharing. |If | can see where to do that. In your
report, your summary report, there was a detail about
-- and maybe | m sread or m sunderstood it -- the
pilot well. Were you able to get it returned to
production nerely with gas lift, or did you have to
unload it or anything like that?

MR. LATTIMER: So the well in question
-- sothis is Stefan Lattinmer again. The well that
was conducted in the pilot, the 19-2, did return to
production with normal operations using gas lift.

MR. MCCLURE: Okay. Thank you.

M. Rose-Coss, |'mready to change
topic if you want.

MR. ROSE- COSS: Okay. Well,
clarifications. Thanks, Dean. Yeah.

| phrased it earlier, maybe | can say
It again, what is the plan operationally to utilize
the 13 wells. How w Il that be orchestrated?

MR. LATTIMER: So our plan would be if
we get approval for all 13, we're going to use all 13.
Because ideally the nore we have the ability to
i nject, the nore we can keep online with, you know,
the current production. So we want to use all 13

equally or as best as they can -- as nuch vol une they
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can each take.

But we recogni ze operationally there
may be some chall enges at any given tine. So we nay
be only able to half of them depending on what's goi ng
on. But ideally, we'd like to use all 13, you know,
from Day 1.

MR. ROSE-COSS: Okay. So since for ne
my conputer is going to have a force restart in ten
mnutes. So | mght need a five-m nute break in ten
m nutes. And if | just disappear, that's what
happened. And getting back to ny earlier train of
t hought, so what does that |ook like in the field,

t hen?

Al'l of these pipes will be plunbed the
sane, and when the third-party interruption happens,
the valve gets switched, and the gas will start
flowng to all 13 at the sane tine?

MR. LATTIMER. So there's no change to
pi ping or anything. These wells are already set up.
The only thing we would do is we'd shut-in these 13
wells at the well head, so we woul d keep our gas
conpressors going. And we'd continue to inject gas
lift gas into these wells.

We woul d just up our choke, up our rate

Into those wells from what our normal production
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operations require to lift those wells. So we would
up the rate, and then we would also shut-in the
wel | head. And that's it. Shut-in the valve at the
wel | head.

After that, when the disruption's gone,
and we can send gas to third party again, then we
woul d open up the well heads, the valves at the
wel | heads, return to production, |ower our gas |ift
rates, because we would not need as nmuch going into
each of those wells.

So there's no change to piping or
pl unbi ng or anything |ike that.

MR. ROSE-COSS: Okay. So on that one,
| got to say ny understanding is expanding all the
time here. So these wells are always having gas
injected to them and they're on that sane pipeline.
So, like, a certain ambunt of that gas that's com ng
fromother -- tell me nore about where all this gas is
comng from Right?

So | see that your project area is
t hese 13 wel | s. Is it the gas fromthese 13 well s,
or, like, how many source wells are there going to be?

MR. LATTIMER. So we have 96 wells in

Sal ado Draw. And all 96 wells produce to our four

central tank batteries. And that gas is com ngled and
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sold to our third-party conpany. A portion of that
gas that goes to sales is pulled off for our gas
conpression to be used as gas |lift gas.

So the gas that's going into these 13
wells will be comng fromthose 13 wells plus other
wells in the field.

MR. ROSE-COSS: So this is already
al ways happening --

MR. LATTI MER:  Yes.

MR. ROSE-COSS: -- and then, you're
just going to be doing it nore when there's a -- why
Is this a -- you're just not going to be selling
the --

MR. LATTI MER: Because -- so what
ot her --

MR. ROSE-COSS: -- to the third party
anynor e?

MR. LATTIMER:  Under normal operations,

the gas that we inject into these wells does not enter

into the lateral and does not enter potentially into
the formation. |t goes strictly into the wellbore and
down the annulus and injects through a gas |lift valve
into the tubing and cones right back up.

So it's very short-term |ike, short,
short-termeven in the wells. And so we're not
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I njecting to continue to keep conpressi on goi ng
because we have the sales. W use that gas lift gas
to keep these wells flowing. Because of the |ow
pressure, we have to lighten the hydrostatic col um
get themto flow

So that's our normal operation. It's
just where is that gas going during an upset or not
and during an injection phase. It's going to go int
the well through the gas lift valve and then further

down into the lateral and potentially, depending on

to

(0]

t he amount of duration, into the near well bore region.

MR. ROSE-COSS: And maybe it's not
presented and maybe, you know, ny geol ogist mnd jus
doesn't know it, like, | didn't do it in school. Bu
how much wel | bore volune is down there for the gas?
Then, what fraction of that is -- how nuch will be
I njected? Right? So you could inject for how | ong
before it would fill up the well bore?

DR. TANG  Actually -- this is Yula

t
t

Tang. Actually, it is not a wellbore gas over the 13
wells, the -- the 13 wells were selected. Actually,
this is some for nunber we have 90 wells. Because we
have 90 production wells. And the fuel as the
operator, all the sal es gas kind of goes.

Then when gas -- we have to -- we -- we

Page 291
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.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

make gas -- we may shut down all the high GOR wells.
Those have low oil rate. And high GOR will not work
after shut down, those producers. And then, we stil
have rate of wells, |low GOR  But those produce gas
previously it's been sent to the third party to -- to
-- for sale.

But now, this has nowhere to go. Then,
we flow -- flow to production goes back to our 13
wells for the reinjection for the short period of tine
until this upset is done. So then we can open the
chokes -- we open the surface wells, and then go back
to normal production.

MR. ROSE- COSS: Okay. Am | thinking
about it correctly that this is, like, a relatively
old field bin, and it's not producing very nmuch, so
it's going to be taking up sone slack for the fields
that are producing a little nore?

MR. LATTIMER  So, it's -- well, I'1l]

say if you go to Exhibit 14, they'll show the diagram

of normal and the gas reinjection just for reference.
But relatively speaking, it's not that old. | nean,
it's saying, | think, 2014, 2015. But we have
mul ti pl e benches that we devel oped.

And the Avalon is the first bench we
devel oped, so it is older, |ower pressure. But we
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al so have the Wl fcanp production in the field that is
much hi gher rate and Iower GOR. And that's what we're
trying -- mainly trying to keep online during these
upsets.

You know, to get your biggest banga for
your buck is going to be keep it online, any wells
that you can, instead of having themall shut-in.

M5. FLEM NG  And prioritizing your
hi gher oil producers.

MR. LATTI MER: Yeah. Lowest GOR,
hi ghest oil producers. So as Yula alluded to, you nay
not keep all 90 wells online. You m ght keep 30
percent of themonline. But that m ght be 70 percent
of your production.

MR. ROSE-COSS: Okay. Now, this is
hel pful for nme. Thanks. | have three mnutes |eft
before this forced break occurs.

Dean, did you have any questions right
at the nonent?

MR. MCCLURE: Yeah. | can start again.
As long as --

M. Brancard, do you want us to

continue while M. Rose-Coss resets his conputer or
what ?
THE HEARING OFFICER: 1'd like us to
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keep going here. But --

MR. MCCLURE: Okay. No, that works for
me. | was just asking what you wanted to do.

MR. ROSE-COSS: Well, Dean, you start
gquestioning. I'll restart ny conputer. MW face wll
pop up in a second.

THE HEARI NG OFFI CER:  Well, let ne
throw a few questions out follow ng up on M. Rose-
Coss's questions. | don't think you really answered
the question he initially asked, which is how do you

use these 13 wells? 1In other words, you have an upset

in the field.

You're getting all this gas com ng
back. |Is the gas going equally to each of these 13
wells? Are you filling up one well and then going to

the next? How are you doing that?

MR. LATTIMER So it'd be sequentially,
all sinmultaneously. W can't guarantee it's going to
be equal rates into all of them because it'l| depend
upon what their pressures are. But the plan would be
all 13 would have their wells, their valves shut at
the same time at the well head. And then, all 13
simul taneously will start injection.

MS. DEFRIEND: And we can ranp up, you

know, some of them m ght be at current conditions, 100
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or 200 NCF a day of |ift gas. W're utilizing the gas
lift systemto continue injection. So we'll slowy
ramp up to that one and a half, two mllion a day in
each well so that it's not just a panner all at once.

We'll ranp up to that and inject into
all of them |It's also inportant to note that we have
sone digital oil field tools. And they're basically
just general analysis nodels. They're all in our
wells in this field. And we can utilize that tool to
help us optim ze injection rates and to which well in
whi ch tinmeline.

None of that has been -- it's
operational and it's utilized for normal production.
It has not been used for the pilot because it was just
a singular pilot. But that's sonmething that, you
know, once we hear back fromthe division on how to
proceed, we would | ook at nenory gauges in the wells
to determ ne what the bottom well conditions are.

That woul d hel p guide us as to what
that injection rate would be and what that ranp-up
profile mght look like. But we would utilize those
general analysis nodels to -- to help us optim ze
that. But Stefan is just -- perfectly explained it.

They all get shut-in at once, and they

just continue injecting that gas |ift gas.
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THE HEARI NG OFFI CER: Ckay. And so
this is probably in your application, but when have
you hit enough in each individual well? 1Is it based
on pressure inside the well? O when do you know t hat
you can't be putting nore gas into that well?

MR. LATTIMER  So operationally, we
woul d hit our kill points. Basically, a pressure
woul d get too high where our gas |lift supply cannot
overcone whatever the well bore pressure is. But as we
found out in the pilot and with Yula's nodeling, you
know, we're not going to hit that in our -- even our
14-day period of nodeling.

You know, we didn't hit in our 7-day
pilot. But nore or |less, that would be what tells us

you can't go anynore is we'd have too nmuch pressure in

the wells that our injection pressure can't keep up
and overcone.
THE HEARI NG OFFI CER: Ckay. Can you --
MR. LATTIMER: And that's that --
THE HEARI NG OFFI CER: -- identify that
as a nunber?
MR. LATTIMER: Yes. That was
summari zed in one of the tables during ny testinony.
It was 1250.
THE HEARI NG OFFI CER: Ckay. Great.
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That's what |"'m |l ooking for. As the |awer here, |I'm
| ooking for what's the worst-case scenario? Wen w il
bad things start to really happen? And can we put
things in a permt or an approval order that wll
prevent bad things from happeni ng?

MR. LATTI MER: Yeah.

THE HEARI NG OFFICER: So that's the
tone of nmy questions when |I ask you things.

MR. LATTIMER: No. Fair enough. And
t hat 1250, our calculations that | did with that 1250
show that we're well bel ow any pressure rating or any
| ssue where bad things would happen. So our system
pressure can't get high enough to create bad things
| at er on.

MS. DEFRIEND: And again, to reiterate,
the alternative here is flaring, which is wasteful
And you know, increased em ssions. O shutting in
wells, where we're | osing production. Those high oil
rate producers cannot continue to produce. W just
have to shut themin until this third-party takeaway
upset is resol ved.

THE HEARI NG OFFI CER: Wl |, you know,
the goal of this project is terrific. Okay? |It's
just we don't want to have side effects that are

worse. Right? And |I'mnot just thinking about your
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project. |I'mthinking about all the other projects
com ng down the line. | nean, how do we put
si deboards on then?

How do we know when it's going bad?
How do we know when that gas is gone? 1It's not there,
and that formation anynore? You know, so, if you can
work with us in trying to identify, you know, when,
you know, whether you stop doing this. Uh-oh. You
know?

That wasn't what was planned here. W
can identify that, you know, in an order or through
communi cations with the division, things you're
nmoni toring, et cetera, that can trigger what are these
| ssues when things are not going according to plan,
and how do we control that? How do we, you know - -

MS. DEFRIEND: | think that was sone of
what we were trying to identify with our pilot,
wor ki ng on what's the volunme we can inject over seven
days, over a certain duration. Wat's the -- that --
that rate? You know, not 8 mlIlion a day in one well,
but you know, one and a half to 2 mllion, what can a
wel | accept?

But yeah. W're absolutely happy to
partner with you guys to identify these guardrails.

DR. TANG This Yula Tang. | just want
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to echo what Christine nentioned here, that we have
the digital oil field -- so basically, that is
automation. That has the real tinme, real tine
monitoring all the wells for production. And it has
all the well performance each of the well.

So when -- when there's any upset, when
we need to decide which well to go, therefore there we
can stay to that. W continue to set point of the gas
I njection rate, and we can al so determ ne which well
and the long part of injection, you know, that

reinjection to the reservoir.

So -- so | think we -- we have this
capability, the infrastructures, this data -- data
under the -- the controlled data. So all of that
under the safe operation well, which is the wel
safety PSI injection pressure as the -- as the -- we -
- we showed that in the -- in the pilot.

In this one-well pilot, we did reach to
1200 PSI, we stopped to that injection. W naintained
that 1200 PSI under that injection rate maintained at
1.5 mllion gas injection into the reservoir.

THE HEARI NG OFFI CER: Thank you. You
know, why don't we take a little break here? | see

M. Rose-Coss has not conme back yet. And plus, we

need to give our court reporter alittle bit of a
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break here, too. So how about 3:55? AlIl right.

MS. DEFRIEND: We can do that --

THE HEARI NG OFFI CER: -- standard
time --

M5. DEFRIEND: See you in a few
m nut es.

DR. TANG  See you.

(OFf the record.)

THE HEARI NG OFFI CER:  All right. I
believe we are on M. MC ure.

MR. MCCLURE: Yes, M. Brancard.

THE HEARI NG OFFI CER: Do you have a
question or two?

MR. MCCLURE: Yeah. Yeah. | nmean, |
think it'll start going faster. W kind of worked our
guestions the opposite way of how | would have, and we
kind of started in the mddle of the issue, and now
we're cleaning up the outside. So in theory.

THE HEARI NG OFFI CER: As | ong as you
know where we are.

MR. MCCLURE: Well, | nean, | have
random not es spread throughout four pages here. So |
mean, |'mhoping I can sort themout. So.

THE HEARI NG OFFI CER: The best way to

confuse a witness i s random - -
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MR. MCCLURE: That's what |'m best at.

Just a few quick questions, just for
confirmation to make sure | have a correct
under st andi ng. Essentially, your gas sanpl es when
you're referring to catching your gas sanple at the
check meter, you caught it at the nmeter as it's
| eaving that particular central tank battery.

Correct?

MR. LATTIMER: Correct. So we --
there's a | ot of sanple point that our gas neasurenent
group has throughout the field. And sonme of them are
at the tank battery. Sone of them are individuals for
the trains at the tank battery before it | eaves the
tank battery. So | think there's probably a dozen or
nore anal ysis that were shared in the exhibits.

MR. MCCLURE: Yes. Correct. And what
|"mgetting at is, you had one for your item of the
BLM has you have a filled measurement point. But

essentially, what you're referring to is your check

nmeter for your three batteries with the exception of
the central tank battery 29, in which case you have a
gas sanple fromtwo separate trains there.

Based upon one of your maps, it | ooks
| i ke you only have two trains on central tank battery
29. |I'mjust asking for confirmation. |[|s that
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correct? You only have two trains on central tank
battery 29?

MR. LATTI MER: Correct.

MR. MCCLURE: Okay. Thank you. From
t hat standpoint, then, we should actually have a gas
sanple from between a lot of them W should have gas
sanple for pretty much every single set of source
wells, then. Okay. Let ne scroll up alittle bit on
my map here.

On your well that's marked as Well 19
on your AOR map, that's the Sal ado Draw Federal Com
2H. It's in the west half of the west half of Section
18.

MR. LATTI MER  Okay.

MR. MCCLURE: What was the reason that
that's excl uded?

MR. LATTIMER: That well has a reduced
t ubi ng hanger ID, so we could not get tools init to
set a plug and performan MT.

MR. MCCLURE: Okay. But it's still an
active production well? |Is that correct?

MR. LATTIMER: Correct. But we just,
as | said, we couldn't do the full background work to
include it in this application.

MR. MCCLURE: Yeah. [|I'mwith you. [|'m
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just confirm ng, nmake sure | got a picture of what
we're |looking at. And then, on that east half of the

east half of Section 18, would it be correct that what

you have marked as 33, the SDEA Federal

that in the sane target formation as the rest of

t hese?

MR. LATTI MER:  Yes. It's an Aval on

wel | .

MR. MCCLURE: Okay. And then, it is an

active producer. Correct? You're actively producing

fromit?

MR. LATTIMER: Correct. Correct.

MR. MCCLURE: Okay. Very good. The
wells that are in the, well, west of the project area

but in the east half of Section 13 and Section 24
there, you have them marked as 45, 46, 47. They're
t he SDWE Federal Com 5H, 6H, and 7H. Are those all up

I n the upper Avalon, as well?

MR. LATTIMER: Yes. Those are Aval on

well's, and they are online, producing.

MR. MCCLURE: Okay. Now, are all these

wells in what we're calling the Avalon 1, or are they

within both the Avalon 1 and the Aval on

is referring to it as?

Com 20H, is

2, as Chevron

MS. FLEM NG Yeah. H, Dean. This is
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Al exandra Flem ng, junping in there on the geol ogy.

So about the | anding of those wells within the Aval on,
they put in the -- so before with Dylan's questions,
you' re asking about where they were | anded. W have

t he upper Aval on and the upper Aval on 2.

And we've fully drilled this bench in
all of our Salado Draw acreage. And we were really
testing different |andings. The shallowest | andings
go -- are 150 feet below the top of the upper Aval on.
And they go a little bit into sort of the top of that
upper Aval on 2.

But all of our wells in this entire
acreage are really within a simlar |anding depth in
t he base of the upper Aval on and the upper Aval on 2.

MR. MCCLURE: Okay. | guess would you
consi der both of those reservoirs kind of comon
source, then, or is there actually, |ike, sonme sort of
barrier between thenf

M5. FLEM NG They're -- they're not
really -- | nmean, they're unconventional reservoirs --
all we were trying to do, and their interbedded, you
know, they've got sone, if you'll | ook at the type | og
on Exhibit 8, there's -- the upper Avalon is a bit
sandi er, but it does have sone carbonate interbedded

in there.
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The upper Avalon 2 has higher carbonate
content in there, but you do get sone pockets of the
sand. And this is tight. You know, this us siliceous
mudstone, so it's not |like they're conventi onal
reservoirs where there's sonme barrier between them
It's really the hydrocarbon is contained within the
mudst one.

And so what we're trying to do is fine
t he best landing for not only drilling speed but also
for production. And so within that interval, we're
| ooking for -- we kind of see it as the simlar
reservoir, if you wll, but then we're also conpl eting
these well to extract the hydrocarbon fromthem

And so if you | ook at that type | og,

you can see that it's all kind of one big siliceous

mudstone with these interbedded carbonates in between.
And we were just testing fromlanding plus or m nus on
the face of the upper Aval on and the upper Aval on 2.

MR. MCCLURE: I'mtrying to get -- but
| m ght be scrolling the wong way. | think | need to
scroll up, actually.

M5. FLEM NG Yes. Exhibit 8 is what |
have, the type log. Hearing Exhibit 8.

MR. MCCLURE: ©Oh, here we go. | got
it. M. Flemng, | do see what we're | ooking at.
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Yeah. So essentially, where you're probably all inis
in essentially what you' re calling your upper Aval on
1, and then you're kind of just in the top of the
upper Avalon 2 in sone of them

Is that kind of what you just finished
telling me if |I'munderstandi ng what you're saying?

MS. FLEM NG Correct. Yeah. The
upper Avalon 2, you know, it's a -- it's -- it is a
boundary, but we do see a variable sort of carbonate
content comng in. You can see it gets stronger and
nore -- there's nore of it in the |ower part of the
upper Avalon 2. So that's, yeah, essentially what it
I S.

MR. MCCLURE: Okay. Very good. As far
as your praxis, though, for your vertical extent of
your fractures, do we have any sort of rough estinate
of what we're assum ng they m ght be? Like, say, 150
feet tall, or? I'msorry. Go ahead, sir.

DR. TANG Since we're trying to repeat
to what's asked of that. So you said what is the
normal hei ght of the fracture height?

MR. MCCLURE: Yep. That was the --

DR. TANG Yeah.

MR. MCCLURE: ~-- if kind of knew. |
mean, obviously we don't really know. But | didn't
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know i f you had a good estimate of what it woul d be.

DR. TANG Yeah. Qur normal range is
comng from 100 to 300 feet, the fracture height. So
yeah. You know, in the older tines, people do the
mcrosite meter to nonitor the fracture height. And
then, we also do the hydraulic -- and 3D nodeling to
see how that height of the fracture to grow and now
the natural fracture neasure.

MR. MCCLURE: We don't have any reason
to believe that these would be out of that higher
bounds that you just said, 300 feet. Correct? Wuld
be shorter, |l ess height than that?

DR. TANG  Yeah. Yeah. Normally, it's
150 on aver age.

MR. MCCLURE: Yeah. | --

MS. FLEM NG And Dean, ['Il --

MR. MCCLURE: | agree with you. [|I'm
just --

M5. FLEM NG -- clarify -- what we see

regionally, that's not necessarily for this exact
I nterval and project.
MR. MCCLURE: Yeah. | understand.
Unl ess you specifically run mcrosites down these
wells, then you're not going to know, really. | was

just wondering if kind of an estimate. And you have
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provi ded me what | was asking. Just so | understand
sone nore checking.

On our Sal ado Draw cross-section, what
Is wote out as A-V-L-2.

MS. FLEM NG Yes.

MR. MCCLURE: That there is the upper
Avalon 2 linmestone, |I'm assum ng, and what you're
consi dering your |lower confining zone?

M5. FLEM NG  Yeah. The | ower
confining zone is actually the part of the AVU2, so
t he upper, the Aval on upper 2, that's -- that's what
we're defining as the -- the | ower confining zone.

MR. MCCLURE: So kind of the bottom
hal f of that where we're seeing -- okay -- is the
t hought process --

MS. FLEM NG -- carbonate content.
Yeah. There's -- it's pretty thick of carbonate
content in that Aval on upper 2 unit.

MR. MCCLURE: OCkay. And that there
ki nd of answered some of ny question because it al npst
seened |i ke maybe we were -- yeah. Like we were
referring to the upper Avalon 2 as being the confining
| ayer as well as, you know, being sone production
there. Okay.

| was al nost wondering if maybe how you
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just described is what your intent was. Thank you.
That does answer that question.

Ms. Flem ng, during the break, did you
manage to find any history of Brushy Canyon production
in the area?

MS. FLEM NG Yeah. The -- we actually
did. | was able to find a team nmenber who was
knowl edgeabl e about it. And fromwhat | said earlier
when Dyl an was asking on the type | og, we had put the
Brushy as a known, you know, hydrocarbon | ayer.

That's regionally. That's kind of, like, it could be
I n there.

But as -- as you really well know, the
DMGis really thick. And it's conprised of the Bel
Canyon unit, the Cherry Canyon, and then the Brushy
Canyon unit. And so in this area, there is one known
oil field that was conpleted up in the Bell Canyon, so
t he uppernost unit.

It's called the EI Mar Field. It's
actually about a mle south and west of Sections 18,

19, and it was conpleted in the '50s, 1950s. And it's

been since put on water fl ood. You know, an enhanced
oil recovery unit. And so that area and -- and really
the wells are -- sone are still, like, squeaking by.

But a lot of them are shut-in at this
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point. And that -- you can see the outline of the
field just, like, very nmuch, but it |ooks like a
traditional stratigraphic track where this outline of
the field is just, like, demarcated by those wells.
And it -- it doesn't get into Section 18 or 19 in

t hose areas.

MR. MCCLURE: Yeah. |'m | ooking at
your cross-section index map, and that is a pretty
good depiction. |I'massumng that all the vertical
wel l's, just as you described, southwest of your
Section 19, would be the wells you're referring to,

t hen?

M5. FLEM NG Correct. Yeah. And | --
and they were -- they were drilled -- the field was, |
t hi nk, discovered in the '50s or so. And so | --
definitely vertical wells.

MR. MCCLURE: Okay. And | think that
sort of aligns with what -- and | don't renenber who
Chevron's geologist was in the initial case. | don't
remenber who it was --

M5. FLEM NG Jason Parizek. Yeah.

MR. MCCLURE: [|'msorry?

M5. FLEM NG  Jason Pari zek.

MR. MCCLURE: ©Ch, it may have
definitely been. | couldn't even tell you. But it
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seens |i ke we had a discussion about that, and it
seens |ike that is what he'd indicated is that there
was sonme but it wasn't right there. But | don't
remenber, as you said, how far away it was.

So you did -- | nean, this is nore
i nformation. And then, obviously, if it was drilled
back in the '50s in vertical wells, it kind of answers
t hat question sonewhat, so we have a decent
under st andi ng t here.

M5. FLEM NG And then again in the
uppernost unit in the Bell Canyon formation of the --

MR. MCCLURE: Yeah. So we probably
have an extra --

M5. FLEM NG  There's anot her --

MR. MCCLURE: -- thousand, 1500 feet,
sonet hi ng?

M5. FLEM NG  Maybe even 2,000 feet
between that -- that field, the El Mar, and what was
conpl eted and going down into the upper Aval on.

MR. MCCLURE: Well, maybe he wasn't
referring to his El Mar field, then. He m ght have
been referring to a different field then because he
al nost sounded |ike he sounded like it was Brushy
Canyon somewhere. But | don't know. This was two

years ago or sone such, and | don't renenber the
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details. ['ll go on back and | ook.

Anyway, we have our current discussion
on it. In regards to the set points on the packers
when the MTs were run, were they down beneath our
confining | ayer, our Bone Spring lime? O were they
set at the point that the MTs were ran?

MR. LATTIMER: The packers are set up
above our top perforation, so they're going to be up
in the vertical and/or, you know, early part of the
devi ation usually around 10 to 20 degrees.

MR. MCCLURE: Yeah. So you're probably
1200 or just 1,000 feet above the target formation
or --

MR. LATTIMER:  Yeah. Generally, we're
-- we're going to be within a few hundred feet. W
try to, you know, the deeper we can get the packers,
the better we can do draw-down on these wells
historically. So we don't want to put those packers
so far vertically above the production formation.

So I'd have to go | ook at a wellbore
di agram and the deviation to tell exactly what the TVD
for that packer

MR. MCCLURE: And what you included in
your application for your exhibits, does it give us

your packer depths? | know you have your wel
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di agrans. But --

MR. LATTIMER: Yeah. It should have in
there. | believe it's in there. | know it shows, and
then there's a | ot of depth referenced. If it's not,
we can get that for you.

MR. MCCLURE: Yeah. Because ny only
concern thee is in theory if we're considering the
confining |l ayer to be that Bone Spring line, then if
you tested your casing at sone point above that, then
you have sone untested casing above that confining
| ayer essentially is the context for why |'m asking.

MR. LATTIMER: No. Understood.

MR. MCCLURE: And this is one of your
wel | bore diagranms. And | don't know if it has it
here.

MR. LATTIMER: Yeah. So the second
page of each well bore is, you know --

MR. MCCLURE: Oh. | do see it now. |
do see now.

MR. LATTIMER: Yeah. |t provides.

MR. MCCLURE: | apologize. | do see
it. On your second page there it has the packer
setting. And you have that for each and every well,
it |looks Iike.

MR. LATTI MER: Correct.
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MR. MCCLURE: Yes, sir. It |ooks like
you do. Okay. We'Il review that and see what we're
thinking on our MTs. Ckay. Now, in an earlier
statenent, you had nmade the determ nation that you
believe a cal culation of the top of cenent was
adequate to denonstrate that we had accurate cenent
cover age.

| was just wondering what we were
basing that off of. | mean, how we for sure, | guess,
on our nunbers, because essentially we're going to
calculate it based upon if we have any | osses and how
much washout we have and stuff |ike that. Go ahead,
sir.

MR. LATTIMER It's based off our, you
know, returns and, you know, circul ating surface
vol umes and whatnot that that was calculated that it
was hi gh enough to go well above, you know, the zone
of interest.

MR. MCCLURE: And by saying it's high
enough to go well above the zone of interest, you're
referring to the confining |ayer and the upper Bone
Spring is the thought process? O yeah? O are you
referring to getting up into the internedi ate casi ng,

| i ke our normal requirenent woul d be.

MR. LATTIMER: It's definitely got to
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be up into that. | nean, the -- on those diagrans
provided, there is a top of cenent calculation. |If
it's not confirmed by CBL. But it's definitely going
to be above reqgul ations and requirenents. Because if
not, then we would have renediated it and address it,
you know, if it was determned it wasn't sufficient.

MR. MCCLURE: Well, the problemis you
run into different requirenents for production and
I njection. And here we're technically injecting into
the reservoir.

So it is kind of a gray zone, | guess.
So while | agree with you on you woul d have renedi at ed
It under the thought process of it being a production
well, now we're | ooking at converting it to a cl osed
| oop gas capture well, essentially.

MR. LATTI MER: Yeah. Understood.

MR. MCCLURE: Go ahead.

MR. LATTIMER  But again, this
i njection is very, you know, short-term duration.
It's, you know, hours or days. |It's not going to be,
you know, weeks.

MR. MCCLURE: Well, | was going to say
the pressure is actually the larger factor that would

make a person nost confortable.

Havi ng said that, though, the part that
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makes us a lot |less confortable is the fact that we
have no way of nonitoring our annulus and maki ng sure
there's a | ayer of protection between our well that
we're injecting into and our outside formations,
essentially, upper formations.

Because in normal injection, you'd have
your annulus isolated. Here, we obviously cannot do
that. So that's --

MR. LATTIMER  There's been --

MR MCCLURE: -- alittle bit extra
concern. Go ahead.

MR. LATTIMER: | was going to say yes,
because it's a normal gas lift operation, so you know,
you - -

MR. MCCLURE: Exactly.

MR. LATTIMER: -- but | nean, the
pressures that can be seen on that annulus are within
our normal gas lift operational, | guess, criteria
anyways or pressure |limts because we can't supply a
pressure that would get way too high and create an
I ssue for the well integrity.

MR. MCCLURE: Yeah. No. And | was

going to say, that's definitely a circunstance that is

| ess problematic than its general injection well. But
havi ng said that, you know, I'mnot sure if we're
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confortable, | guess, not having cenent coverage all
the way to the internedi ate casing.

But that's sonmething for the division
to deci de upon and see what we're thinking on these
i ndi vidual wells. At this particular juncture, |I'm
just getting confirmation of what Chevron's intent is
and proposition is here.

MR. LATTI MER:  Under st ood.

MR. MCCLURE: Okay. You didn't want to
jump in at all, did you, M. Rose-Coss, before | get
to nore general ?

MR. ROSE-COSS: | don't have anything
el se specific to pivot. So keep goi ng.

MR. MCCLURE: Okay. That's what |'1]
pl an on then.

Yeabh. Ms. DeFriend, earlier you had
mentioned that the railroad comm ssion that Chevron
also has a simlar project to this in front of them
VWhat was the resolution in the case? O is it stil
before thenf

MR. ROSE- COSS: Yeah. That was goi ng
to be nmy question because often -- well, | was -- it
was probably not that funny. But it was, |iKke,

awesonme of the OCD would get told how it is done in

Texas, and then we say how we're going to do it
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| nst ead.

But now | ' m curious to know how t he
Texas Rail road Comm ssion --

M5. DEFRIEND: Sure. This is Christine
DeFriend. Vhen we approached the railroad comm ssion,
they did not require us to provide any pilot data, any
permtting, or anything for intermttent gas injection
| ess than 30 days.

MR. ROSE-COSS: Okay. And that's about
what | thought.

MS. DEFRIEND: They allowed it proceed,
and they have not been involved in that pilot project
at all.

MR. ROSE-COSS: So they didn't grill
you for a whole day at a hearing with a | awer?

MS. DEFRI END: Correct. W didn't have
a hearing. We handled it via phone call, email, that
type of thing.

MR. ROSE-COSS: Okay. Well, go
ahead - -

MR. MCCLURE: Did they have any
requirements in regards to ensuring nechani cal
integrity considering nmy concerns that we don't have
t he annul us isolated? How did they approach that

ci rcunst ance?
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MS. DEFRIEND: It was not brought up.
| don't want to assune they had no concerns, but they
did not ask us to provide any or denonstrate any M Ts.
They didn't ask us for anything, in fact. They just
said we could proceed anything | ess than 30 days.

MR. MCCLURE: And it's just currently a
pil ot project, though. Right? 1It's not full-tern?

M5. DEFRIEND: It -- it was -- it was a
pilot, but even noving onto full-termintermttent
I njection, |ess than 30 days where we are not required
to reclassify the wells as injectors, we were all owed
to proceed.

MR. MCCLURE: Okay. Thank you. Now,
when you approached the BLMin regards to this
project, you nentioned that they have not gotten back
to you with any resolutions or conclusions of their
opi nion, then, yet?

M5. DEFRIEND: That is correct. But
actually, later in the hearing after ny testinony, we

did get an emnil back fromthem They were setting up

a neeting next week to -- we did a presentation on
Novenber 10th to -- |I'mnot 100 percent aware because
titles.

But anot her group, the reservoir

management group, would like us to do the sane
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presentation again. And we're currently setting that
up for next week.

MR. MCCLURE: Yeah. I1'mgoing to
m spronounce his |ast nanme, but it's Kyle Paradis
maybe or Paradis.

MS. FLEM NG  Yeah. Just to -- to
clarify, we had a neeting -- this is Al exandra
Flem ng, if you can hear ne. W had a neeting --

MR. MCCLURE: Yes, ma' am

M5. FLEM NG -- with BLMs CFO the
Carlsbad field office -- that would be Chris Walls --
on Novenber 10th just show ng the allocation nethod.
And he said, yep, this is great. He renenbered the
pilot that we cane and we proposed. And they had said
yep, sounds great, to do the pilot.

He asked us to re-present the pil ot
results because sone of his engineers have turned over
since we cane to them and presented the pilot results.
And he just wanted his newer engineers to see it. And
then, he al so asked that Miustafa Hawk [ph] and Kyl e
Paradis with BLM RMG group, the reservoir managenent
group, also see it and give us feedback on the
al l ocati on nmet hod.

But -- and so we're doing that -- that

email fromHaws [ph] canme in during this sort of
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deposition actually. And so we're setting it up
hopefully for next week. And then the BLMdid
indicate that it would just be a sundry notice to them
of this allocation so they can re-review the

all ocati on nmet hod.

MR. MCCLURE: Yeah. And just to give
you sonme context of the reason |I'm asking, Chevron was
very kind enough to take the fee | eases out of their
pilot project here. So essentially now we're just
left with the federal royalties.

But essentially what ny concern is is
If we do not have 100 percent recovery, then it wll
be the federal mnerals in this case that end up
getting shorted. Correct? |If we underestimte their
nati ve production?

MS. FLEM NG  Coul d you say that again,
pl ease?

MR. MCCLURE: Yes, mrn'am | was going
to say if the native production fromthe well was
underesti mated, then how your royalties are being
determ ned, those wells would be underpaid on
royalties. Correct?

MR. LATTIMER: | nean, | guess, yes.

But | nean, we don't have any indication that we would

be underestimating. You know, our well tests are
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pretty frequent. W have solid baseline and history
data that, you know, we believe the data that Yula has
al luded to and shared that, you know, | guess that is
a possibility.

But we don't see that as being a
concern.

MR. MCCLURE: And |I'm not -- go ahead,
sir.

DR. TANG Sorry. This is Yula Tang.
| just was trying to say that, you know, maybe the
difference is that a sinple allocation or -- GOR
calculation, there are sone difference regarding the
timng of the recovery. Maybe it's in short time or
one nmonth or four nonths, three nonths, five nonths.

So five nonths is not a big difference
that go years or ten years to cone back or that's not
the case. So the inpact regarding who the capture
volunme for the royalty, that is very small.

MR. MCCLURE: Yeah. And it's

definitely -- oh, go ahead. Was sonebody el se
speaking? |'msorry.

DR. TANG Me. | nean, the cause woul d
say that our gas would be returned 100 percent. It

just takes sone tine.

MR. MCCLURE: Well, | was going to say,
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| mean, we m ght approach 100 percent. But | don't
think you're ever going to actually see 100 percent.
You'l |l approach it, but you need infinite tinme to
actually get an entirety back. Having said that, you
can have relatively the full anount.

M cro show obviously nore so in this
one as alluded to earlier is our pursuing with our
water influx potentially nmessing with that. However,
the reason |'m asking about the BLMis if it were to
occur, then it seens that how royalties are being
determned, it would only be the BLMthat would be
short ed.

Hence, why I'minterested to know once
t hey' ve given their approval and bl essing of how
you're going to determ ne your allocation and
determne royalties to them

M5. FLEM NG That's correct. But
that's why we're proposi ng mass bal ance because we're
not waiting infinite tine to recover these very snmall
li ke, relatively-speaking very small vol umes out on
the tail end if that's even the case. In our
Cul bertson pilot, we recovered it quickly, and we
confirnmed that was GOR

So there is the option or possibility

here that in sone of these other wells, the water
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I nflux may not be a problem and we do recover that
gas very quickly. So mass bal ance nakes sense, and
then we return to native gas production.

But yes, in this situation you are
proposing, if we are underestimting, then it would be
the federal |eases that are shorted. But we have no
reason to believe that that -- as ny coll eagues have
sai d, we have no reason to believe that that would be
t he case based on our pilot results thus far.

MR. MCCLURE: And |I'm not inplying as
such. But because of that, at the very least, | don't
think I would recommend that the division not nove on
this until we get sone sort of approved sundry or
sonet hing submtted to us fromthe BLMfor this

specific case.

| don't know what M. Brancard's
t hought is on how we can proceed with the case going
forward. But that's kind of where | was |leading to
with this |ine of questioning, | guess.

| don't know if M. Brancard --

M5. DEFRIEND: | think pursuing --

MR. MCCLURE: -- is listening in.

Go ahead, mm' am

MS. DEFRIEND: -- speak to that we've
been pursuing this with BLM W have the foll ow up
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nmeeti ng next week.

sundry,

and when we have that.

MR. MCCLURE: Yeah. That was exactly
what | was getting at. And because the assunption is
here if in a few weeks you m ght have it, it's kind of
your thought process currently?

MS. FLEM NG Yes.

MR. MCCLURE: Okay.

M5. FLEM NG Yeah, Dean, we'll have
t hat conversation, and then we'll put in for that
sundry. So and just because | don't know the process.
WIIl you prefer that we submt that to the BLMto gain
their approval first and then nove forward? O would

they typically wait for you al

it was --
MR.
we're kind of, |

full-time project,

so that's sonmething we can provide to you if

mean,

We'I'| approach themwth this

to | et us know whet her

MCCLURE: Well, | was going to say,
Chevron's considering it a

but we're essentially kind of

still, | mean, we're at the very | east regardl ess of
who's making the term nology, at the tail end of a
pilot project regardless of who's referring to it, |
guess.

But because of that, | don't know as
there is a set standard is what |'mtrying to get at.
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And | wouldn't even say that this would be a
requi rement for these projects overall. But because
of the special circunstances in this project,
wondering if that may be our best approach.

M5. FLEM NG So we heard that, Dean,
to go ahead and get with the RM5 talk with them about

it, and go ahead and submt that to themfor their

approval .

MR. MCCLURE: Yes, ma'am Yeah. And
in this particular case, | think if we just get
sonething fromthe BLMthat just shows that -- or

sonething fromyou that's been approved by the BLM
that shows they're on board with your allocation
proposal .

Coul d be as sinple as a cover letter or
if they want you to submt it as a sundry. | don't
think it makes a difference to us how the BLM wants
you to do that.

MR. LATTIMER: All right.

MS. FLEM NG | don't know if this
| npacts you guys, but | have about ten mnutes until |
need to go pick up ny kids fromschool. |If you have
any other questions directed for me, maybe we could
try to cover those? |Is that okay?
MR. MCCLURE: Yes, ma'am | was goi ng
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to say, having said that, | --

MR. ROSE-CCSS: |I'min the same boat.
So that works.

MS. FLEM NG It's an hour | ater here,
so ny kids are going to be, like, "You left ne. | was
the | ast one picked up today."

MR. MCCLURE: | was going to say, |
actually have one nobre question.

Go ahead. |I'msorry? |Is sonmebody
t al ki ng?

MS. FLEM NG  No. We were
chit-chatting. Go ahead.

MR. MCCLURE: Okay. | was going to
say, the only other question | have is just for
confirmation as far as where our source wells are
| ocat ed, what you have highlighted as Chevron's
acreage, it'd be that eight and a half sections that's
In the state of New Mexico there.

Essentially, that's the |location of all
the source wells. Correct?

MR. LATTIMER: Correct. All of those
eight and a half sections highlighted in yellow in New
Mexi co.

MR. MCCLURE: Yep. Exactly. | was

just wanting to confirmit was all eight and a half.
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Based upon the central tank battery nanmes, it Kkind of

|l ed me to that conclusion, but | just wanted conplete
confirmation of that. | think that was all ny
gquesti ons.

Dyl an, did we want nore foll owup about
havi ng the -- making sure that we had a disposition of
the Bone Spring lime, | think you were asking about
maybe? Did you want nore followup on that, or were
you satisfied?

MR. ROSE-COSS: |'msatisfied. | think
we're going to -- it's going to be what it is.

MR. MCCLURE: Okay. Thank you, all of
you.

M. Brancard, | don't have any nore
guesti ons.

THE HEARI NG OFFICER: | don't believe
you, Dean, but you're cutting yourself off.

MR. MCCLURE: |'mcutting it off.

THE HEARI NG OFFI CER.  So anyway, Yyes.
We really appreciate you all hanging in there and
answering a | ot nore questions whether they're
rel evant or not. And what do we need for foll ow up?

Let's sit down and figure this out here.

MR. MCCLURE: | don't know if M.
Rankin has a list. | was going to say, | had two
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things that | was thinking of unless | m ssed any.
The two things | was --

THE HEARI NG OFFI CER: M. Rankin --

MR. MCCLURE: Ch, go ahead. ' msorry,
M . Brancard.

THE HEARI NG OFFI CER: No. Go ahead,
Dean.

MR. MCCLURE: Okay. The only two
things that | had that was identified was an approval
fromthe BLM regarding the allocation method. And the
ot her thing was submt that graph again with the scale
on the righthand side for the fluid. It was the gas
reinjection pilot injection history.

And then, the scale on the righthand
side. Those are the only two things that | had, but |
may have missed it if somebody el se asked for
anyt hi ng.

THE HEARI NG OFFI CER: M. Rose- Coss,
did you have anything that you --

MR. ROSE- COSS: You know, no. No. [ " m
okay. | think the discussion resolved nost of the
gquesti ons.

THE HEARI NG OFFI CER: | would warn you

all that we feel free to email you with other

requests.
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M. Tang? Dr. Tang?

DR. TANG | just wanted to clarify
that and the scale of that chart. It didn't show that
liquid rate scale, but on next page, it sanme -- sane
graph. It show on the -- on the lefthand side
vertical, it shows the liquid rate scale. Actually,
it is there.

M5. FLEM NG But we will also reach in
It wth the scale.

THE HEARI NG OFFI CER: Thank you. Yeah.
| know that the only two things that | had witten
down.

M. Rankin, did you have anything el se
witten down?

MR. RANKIN: No. That's all.

THE HEARI NG OFFI CER: Great. Thank
you.

This has been extrenely hel pful.

We're, you know, heading to new waters here -- or new
gas. New fluids, how about that? And we appreciate
all the information you provided, and the information
fromthese pilot projects is obviously very hel pful.
And so with that, we are now at the end of Case 23174.

s there anyone el se out there with

comments today on Case 231747
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Heari ng none, if we haven't already
admtted all the exhibits into the record, did we
clear all that up, M. Rankin?

MR. RANKIN: | believe we did. |
bel i eve we have accepted all 25 and have had them
admtted to the record. You know, M. Examner, it's
| ate, so | won't belabor anything. ©One thing | woul d
like to close with is just a rem nder to the division
-- this is before your tine, M. Brancard.

But when Chevron initially came to the
division with this pilot project, it did so at the
direction of the division on the basis that the
proposed operations and short-terminjection that it
was proposing did not fall within the division's U C
regul ati ons.

And so the division sent Chevron a
|l etter clarifying that they believed the authority to
regul ate this type of project fell under the Gl and
Gas Act. And so that's how the nature of how this

evol ved goi ng back to 2019 when these pil ot projects

initially came about was on that basis.

And | understand that the division, it
may be continuing to evaluate that. But that's the
basis for how, you know, the origination of these
cases.
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THE HEARI NG OFFI CER:  Thank you. ' m
aware of the discussions on the pilot projects and
that we cane to that decision for the pilot projects.
| just think it's worthwhile to think about it again
now that's we're | ooki ng at permanent approval of this
type of nethod of injection here.

Anyway, we will keep you infornmed. |
t hi nk di scussi ons are ongoing. | see emails bouncing
back al ready from other people with Chevron and our
agency. And so we will keep you informed as to what's
going on with that issue. And it's not that we want
to sl ow down or block your project.

It's nore that we don't want to head
forward on sonething and then have sonebody, you know,
| i ke our big uncles at the EPA tell us that we've done
the wong things. So.

MR. RANKIN: Understood. Appreciate
the diligence, engagenent. On behalf of nyself and
the group at Chevron, thank you very nuch for the

time. And if there's anything else that ends up with

that, we'll try to address it or facilitate, you know,
anyt hing down the road. And we'll be in touch, |I'm
sure.

THE HEARI NG OFFI CER:  Thank you. So

wth that, Case 23174, it is taken under advi senment,
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record | eft open for those two little matters at this

point to be submtted.

was hel pful .

your hard work,

Thank you, everyone.

MR. RANKIN. Thank you.

DR. TANG  Thank you.

MS. DEFRI END: Thank you.

MR. ROSE-COSS: Thank you, all. This

MR. MCCLURE: Thank you, for all

guys,
by the way.

DR. TANG  Thank you.

M5. FLEM NG Thank you.

(Wher eupon, at 5:39 p.m, the

proceedi ng was concl uded.)
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CERTI FI CATE OF DEPOSI TI ON OFFI CER

|, DANA FULTON, the officer before whomthe
foregoi ng proceedi ngs were taken, do hereby certify
that any witness(es) in the foregoing proceedi ngs,
prior to testifying, were duly sworn; that the
proceedi ngs were recorded by ne and thereafter reduced
to typewiting by a qualified transcriptionist; that
said digital audio recording of said proceedings are a
true and accurate record to the best of my know edge,
skills, and ability; that | am neither counsel for,
related to, nor enployed by any of the parties to the
action in which this was taken; and, further, that |
amnot a relative or enpl oyee of any counsel or
attorney enpl oyed by the parties hereto, nor

financially or otherwise interested in the outcone of

this action.

ﬁ e’ F Mo

DANA FULTON
Notary Public in and for the

State of New Mexico
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CERTI FI CATE OF TRANSCRI BER

I, ARIEL ANDREW do hereby certify that this
transcript was prepared fromthe digital audio
recordi ng of the foregoing proceeding, that said
transcript is a true and accurate record of the
proceedi ngs to the best of nmy know edge, skills, and
ability; that | amneither counsel for, related to,
nor enployed by any of the parties to the action in
which this was taken; and, further, that | amnot a
relative or enployee of any counsel or attorney
enpl oyed by the parties hereto, nor financially or

otherwise interested in the outcone of this action.
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