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STATE OF NEW MEXICO
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DIVISION CASE NO. 22626
ORDER NO. R-22869-A
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SELF-AFFIRMED STATEMENT OF PRESTON MCGUIRE

1. My name is Preston McGuire. | work for Goodnight Midstream Permian, LLC
(“Goodnight Midstream”) as the Geology and Reservoir Engineering Manager.

2. | am familiar with the applications and motions filed by Goodnight Midstream and
Empire in these cases, and | am familiar with the status of the lands and geology in the subject

area. | have conducted a study and review of the reservoirs and geology in the area of the proposed
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Santa Fe, New Mexico
Exhibit No. B
1 Submitted by: Goodnight Midstream Permian, LLC
Hearing Date: September 23, 2024
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and active injection wells and of the San Andres formation, which is the saline aquifer that is the
disposal zone for Goodnight Midstream’s existing and proposed injection.

3. | have not previously testified before the New Mexico Oil Conservation Division
as an expert witness in petroleum geology; therefore, | have attached my curriculum vitae as

Goodnight Exhibit B-1. | believe my credentials qualify me to testify as an expert in petroleum

geology and reservoir engineering in these matters.

4. | have a master’s degree in geology from Texas Christian University and a
bachelor’s degree in geology from Western State Colorado University with 9 years of working
experience as a geologist in the oil and gas industry, seven years with Goodnight Midstream
working Texas, New Mexico, and North Dakota disposal projects, two internships with Antero
Resources in the Marcellus and Utica shales, and one internship with Paragon Geophysical
Services designing large geophysical surveys in Kansas. As the Geology and Reservoir
Engineering manager with Goodnight Midstream, my responsibilities include permitting, geologic
support for well location selection and drilling, technical advisor for completion design, testing
and injection performance analysis, remediation, and service life projection. Throughout my time
at Goodnight Midstream, | have conducted work in the Permian Basin, primarily on produced
water disposal projects.

5. In addition to my responsibilities outlined above, | also manage reservoir
performance for Goodnight Midstream’s SWDs in North Dakota, Texas, and New Mexico. This
includes analyzing injection data, fall off tests, bottom hole pressure information, ect. In North
Dakota we manage the movement and disposal of more than 250,000 barrels of produced water a

day. In Texas, we have drilled and operated 25 saltwater disposal wells. Additionally, we have 11
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saltwater disposal wells drilled, 2 approved undrilled permits, and 16 pending applications in New

Mexico.
Summary
6. The following are the basic conclusions of my below testimony relating to these
cases.

e Goodnight’s disposal zone within the San Andres aquifer is characterized by its
ability to sustainably accept large volumes of produced water at very low
operating pressures.

e Substantial data on the sustained and geographically extensive pressure
differentials between the Grayburg and San Andres aquifer confirm (1) the
presence of an effective geologic barrier between the two formations, and (2)
that the Grayburg reservoir and San Andres aquifer are distinct geologic zones
that are functionally severed and do not act, and cannot be considered, as a
single reservoir.

e Analysis of core data and historical production tests confirms that the San
Andres does not meet the criteria for a ROZ because San Andres oil saturations
are well below the defined 20% cutoff as defined by Empire’s own ROZ
experts, confirming that Goodnight’s disposal operations will not cause waste
or impair correlative rights in the San Andres disposal zone.

e Because Goodnight’s San Andres disposal zone is confined to intervals below
any potential ROZ that may exist in the Grayburg and is isolated by a sustained
and geographically extensive geologic seal, disposal operations will not

interfere with Eunice Monument South Unit (“EMSU”) operations in the
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Grayburg main pay zone or ROZ intervals based on the effective seal of the
disposal zone.

Goodnight Midstream Permian, LLC Company Overview

7. Goodnight Midstream was founded in 2011. The company is based in Dallas, but
our initial operations were in North Dakota. We have grown to be the largest third-party disposal
company in North Dakota. In 2016, we commenced operations in Texas, and then started in New
Mexico in early 2018. In New Mexico, we operate one large high-pressure pipeline system in Lea
County called the Llano System.

8. Goodnight Exhibit B-2 is a map depicting the Llano System along with its active
and proposed saltwater disposal wells (“SWD”). The Llano System comprises 110 miles of
pipeline with an ultimate projected capacity of 400,000 barrels of water per day, with 6 water
recycling and re-use facilities and 11 approved SWDs. The system currently serves 13 dedicated
operators with about 640 producing wells connected at 29 different receipt points, which are
denoted as green dots on the map. Active production and drilling is located in the vicinity of the
receipt points. Pipelines transport the produced water to the disposal field where we have 11
approved SWDs represented by orange triangles. Our pending applications—the Doc Gooden
SWD #1 (Case No. 23614), Hernandez SWD #1 (Case No. 23615), Hodges SWD #1 (Case No.
23616), Seaver SWD #1 (Case No. 23617), Andre Dawson SWD #1 Rate Increase (Case No.
23775), and Piazza SWD #1 (de novo Case No. 24123)—and current disposal wells—Andre
Dawson SWD #1 (Case No. 24018), Ernie Banks SWD #1 (Case No. 24019), Ryno SWD #1
(Case No. 24020), and Sosa SA 17 SWD #2 (Case No. 24025)—are depicted with blue triangles.
We have two approved SWDs that have not yet been drilled—the Verlander SWD #1 and the

Rocket SWD #1—which are depicted on the map with yellow triangles.
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9. Goodnight Exhibit B-3 is the same map with the OCD Seismic Response Areas
posted relative to our Llano System. As reflected in this exhibit, Goodnight’s approach is to move
produced water away from areas with the most intense production, where there is high competition
for injection permits, reservoir capacity in the Devonian formation is relatively limited, and
Delaware Mountain Group disposal has been linked to be interfering with horizontal production
from the Avalon. Goodnight identified a depleted saline aquifer reservoir on the Central Basin
Platform and has developed a system to move large quantities of produced water out of the
overcrowded production zone and into a sustainable, low-pressure reservoir for permanent
disposal. By targeting this depleted formation, we avoid adding to the risk of induced seismicity
through deep injection into the Devonian and instead target zones, such as the San Andres, where
there has been substantial depletion through decades of water production to supply water for
secondary recovery operations in nearby waterfloods.

10.  Access to the San Andres formation is of critical importance to our customers.
These operators rely on Goodnight to provide a sustainable and long-term option to dispose of
their produced water. Wells connected to the Llano System produced a combined 48.4 MM barrels
of oil, 110.7 BCF of gas, and 100.6 MM barrels of water in 2023. About 46.7 MM barrels of
produced water was reclaimed for re-use or handled by other disposal wells and about 53.9 MM
barrels of produced water was delivered into the Llano System for disposal. The Llano System has
approximately 640 dedicated wells that deliver 100% of their produced water to Goodnight.
Goodnight’s Llano System and its connected disposal wells are needed for these roughly 640 oil
and gas wells to produce. This production, and the related disposal, is of great economic benefit to
the stakeholders of New Mexico. Besides serving as a disposal field for substantial oil and gas

production, the San Andres itself is also an important source of revenue for the State of New
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Mexico and Goodnight Midstream’s landowners and royalty owners, including the State Land
Office, who receive royalty revenue from Goodnight’s disposal of produced water.

Overview of Cases Pending Before the Commission

11.  Goodnight has five cases that have been referred to the OCC under Order No. R-
23408 that were originally set for hearing at the OCD in October 2023, four pending applications
for new disposal permits and one pending application for an authorized rate increase. See
Goodnight Exhibit A-2. The four pending applications for new permits are the Doc Gooden SWD
#1 (Case No. 23614), Hernandez SWD #1 (Case No. 23615), Hodges SWD #1 (Case No. 23616),
and Seaver SWD #1 (Case No. 23617). These are four new SWDs that are targeting the San Andres
aquifer within the EMSU boundary. The application for the rate increase is for the active Andre
Dawson SWD #1 (Case No. 23775) where Goodnight is requesting a rate increase from the current
authorized injection rate of 25,000 barrels of water per day to 40,000 barrels of water per day.
Case Nos. 23614-23617 were scheduled to go to hearing at the OCD in October 2023, but were
stayed over Empire’s failure to produce responsive documents that came to light after submission
of their testimony and exhibits in those cases. After the cases were stayed, all five cases were
referred to the Commission in February 2024 under Order No. 23048.

12. Goodnight has also requested a de novo appeal of the Division’s order denying the
proposed Piazza SWD #1 (Division Case No. 22626, Order R-22869-A), which was the subject of
a contested hearing in September 2022. The Piazza SWD #1 is another permit application for a
saltwater disposal well targeting the San Andres aquifer within the boundary of the EMSU. During
the hearing on that application, Goodnight gave extensive testimony that its San Andres disposal
zone at the EMSU has been tested and confirmed to be a non-hydrocarbon bearing aquifer and not

a candidate for ROZ development. Additionally, Goodnight showed, based on pressure
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observations, that the Grayburg and San Andres disposal zone are isolated by a competent
permeability confining layer that is geographically extensive. There is one pressure system
associated with the Grayburg and a different system associated with the San Andres disposal
zone, confirming that the permeability barrier is effective in isolating the formations from
one another and that they do not function as a single reservoir.

13. At the hearing in Case No. 22626, Empire provided no evidence that San Andres
disposal zone was productive, that San Andres disposal had interfered with any Grayburg
production or EMSU operations, or that there is a ROZ in the San Andres. Empire’s witness,
Eugene Sweeny, claimed the Grayburg and San Andres were one formation by stating that the
producing zone at the EMSU is the “Grayburg San Andres Formation,” based on the Division-
designated pool name, the Eunice Monument; Grayburg-San Andres Pool (Pool Code 23000)
Empire was unable to show through evidence that (1) the San Andres disposal zone had ever
produced any oil; (2) the San Andres contains recoverable hydrocarbons; or (3)
hydrocarbons, if any exist, can be produced in paying quantities.

14, Empire alleged that the EMSU #200H and the EMSU #462 produce oil from the
San Andres, but Goodnight was able to show through Division well file records that this is not the
case. The EMSU #200H was originally a 1930s vintage vertical well that produced from the
Grayburg. It was re-entered and converted to a horizontal well in 2011 by XTO, a previous operator
of the EMSU. Empire alleged that this well produces from the San Andres but the well records
confirm neither the original vertical section of the well nor any part of the horizontal section of the
well ever penetrated the San Andres.

15.  The EMSU #462 was plugged back from the San Andres and recompleted as a

Grayburg producer in 2014. It was originally one of the six water supply wells that supplied make
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up water to the field during the initial stages of the EMSU Grayburg waterflood. Empire tried to
allege that the San Andres had produced oil in this well because oil production had been associated
with it and the well had San Andres perforations at one time. Goodnight showed that this well did
not produce oil until after the San Andres had been plugged back and the well was recompleted in
the Grayburg. See Exhibits and Testimony in Case Nos. 22626 and 23339. Empire has now
confirmed this finding by updating the Division well file showing the well was plugged back from
the San Andres in February of 2014.

16. In addition, Empire stated one basis for their concern about the proposed Piazza
SWD #1 application was its proximity to the EMSU #200H, which is 1.37 miles away. This was
an interesting concern as Empire’s own disposal well, the EMSU #1, is less than 0.5 miles from
the #200H and injects into the same disposal interval that the Piazza SWD #1 targets. Additionally,
there is another San Andres disposal well, the EME #33 SWD, which is operated by Permian Line
Service that is 0.82 miles from the #200H and has injected more than 40 million barrels of water
since the 1960s. Empire was unable to show that their own injection or the injection from the EME
#33 had impaired the #200H in any way.

17. Empire was also unable to show that the San Andres at the EMSU is prospective as
an ROZ zone. No technical data specific to the EMSU was shown discussing Empire’s evaluation
of the ROZ zone they are claiming. Empire claimed they were in the appraisal phase of evaluating
the EMSU ROZ but were unwilling or unable to speak to the work they had done appraising the
San Andres and refused to provide any of their internal documents, studies, analyses or plans. See

Goodnight Exhibit B-4, Case No. 22626, Hrg. Tr. 231:12-238:22.

18.  The OCD nevertheless issued Order R-22869-A, denying the Piazza SWD #1

application. The OCD primarily based its decision on two factors. First, the Division expressed

Released to Imaging: 8/26/2024 3:58:01 PM



Received by OCD: 8/26/2024 3:01:14 PM Page 10 0of 173

concerns that the proposed injection could cause Class Il disposal fluids to encroach towards the
northeast and interior of the EMSU where the San Andres was being used as a source of water for
the Grayburg waterflood EOR injection wells and may not be compatible with the San Andres
formation fluids. See Order No. R-22869-A, 1 10. Second, the Division determined Empire had
provided sufficient evidence for continued assessment of the Unitized Interval for potential
recovery of any additional hydrocarbon resources. Id. { 11 (stating that “Approval of the Proposed
Well would contradict the responsibility of the OCD ‘to prevent the drowning by water of any

stratum or part thereof capable of producing oil or gas or both oil and gas in paying quantities and

to prevent the premature and irregular encroachment of water or any other kind of water

encroachment that reduces or tends to reduce the total ultimate recovery of crude petroleum oil or

gas or both oil and gas from any pool.””) (quoting NMSA 1978, § 70-2-12(B)(4)) (emphasis

added).

19. Empire presented no evidence that the proposed injection would encroach on
its water supply wells or that disposal fluids would impair its EMSU operations or may not
be compatible with the San Andres. In Order No. R-22689-A, OCD referenced a Technical
Committee report from 1983 that was presented in the consolidated cases unitizing the EMSU in
1984 as a waterflood unit. This report stated that the San Andres formation waters were compatible
for the use as supplemental (make-up) injection for waterflood operations in the Grayburg. See
Order No. R-22869-A, 1 10. The Technical Committee was incorrect in making this statement. In
1996, Chevron employees published a paper discussing formation water chemistries in the San

Andres and Grayburg at the EMSU. See Goodnight Exhibit B-5. The paper states the following:

The San Andres formation provides the only source of water
formation in the geographic area with a sufficient volume of water
for the waterflood and unfortunately, had to be used as the supply
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source, knowing that the San Andres water was not compatible
with the Penrose and Grayburg formation waters.

See Goodnight Exhibit B-5 (emphasis added).

20. Empire also provided no evidence or technical information showing that the
San Andres is capable of producing oil or gas in paying quantities or that Goodnight’s

proposed disposal would tend to reduce the total ultimate recovery from either the Grayburg

or the San Andres. See NMSA 1978, § 70-2-12(B)(4). Empire also presented no evidence that

Goodnight’s disposal would impair Empire’s opportunity to recover its share of production
from either the Grayburg or San Andres formations, or that any purported ROZ in the San
Andres even has “recoverable oil or gas.” See § 70-2-33(H).

21.  With Empire unable to provide any technical evidence showing that an ROZ exists
in the San Andres at the EMSU or any basis for disposal fluid compatibility concerns, and the fact
that the San Andres was never a compatible water source for the Grayburg waterflood, | believe
OCD’s decision to deny the Piazza SWD #1 application was not supported.

22. Empire used Order No. R-22869-A as a springboard to file applications to revoke
10 of Goodnight’s existing disposal permits: The Andre Dawson SWD #1 (Case No. 24018), Ernie
Banks SWD #1 (Case No. 24019), Ryno SWD #1 (Case No. 24020), Rocket SWD #1 (Case.
24021), Pedro SWD #1 (Case No. 24022), Verlander SWD #1 (Case No. 24023), Nolan Ryan
SWD #1 (Case No. 24024), Sosa SA SWD #2 (Case No. 24025), Ted 28 SWD #1 (Case No.
24026), and Yaz 28 SWD #1 (Case No. 24027). Only four of the wells are actively injecting and
located within the EMSU boundary: Andre Dawson, Ernie Banks, Ryno (Snyder), and Sosa. Four
of the wells are active and outside the EMSU boundary: Pedro, Nolan Ryan, Ted, and Yaz. The
other two are permitted wells that remain undrilled and are outside the EMSU boundary: Rocket

and Verlander.

10
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23. Empire claims that the San Andres in and around the EMSU is a ROZ and that
Goodnight’s existing and proposed injection in the above wells is causing waste, adversely
affecting its correlative rights inside the EMSU. Empire also claims that the wells outside the
EMSU are migrating fluids into the EMSU and watering out productive zones. Empire also claims
that the produced water Goodnight is injecting is incompatible with San Andres formation water.
Additionally, Empire claims that Goodnight is violating its permits by injecting over the authorized
daily injection volumes.

24.  The OCC has decided to address only the cases that are within the EMSU boundary
at this time, which are the applications for the 4 new wells (Case Nos. 23614-23617), the Andre
Dawson rate increase (Case No. 23775), the Piazza de novo case (Case No. 24123), and four of
Empire’s revocation cases (Case Nos. 24018-24020, and 24025). All the other Empire cases to
revoke injection have been stayed at this time.

25.  The San Andres at the EMSU has never been prospective for hydrocarbons
and has been the defined water management zone for the area, both for disposal and water
supply, since as early as the 1960s. Division records confirm that there has never been production
from Goodnight’s San Andres disposal zone at the EMSU. At the time the EMSU was unitized,
the San Andres was recognized as a non-productive, water management zone, and was included
in the EMSU only because it was historically tied to the Division-designated Grayburg pool and
because it would serve as the source of water supply. The San Andres was erroneously unitized
at the EMSU and should never have been included in the unitized interval.

Overview of SADR as a Water Management Zone and Formation of EMSU

26.  The San Andres was first used as a disposal zone in the area of the EMSU when

Rice Engineering drilled the first SWD in April of 1960 with the EME #33 SWD, more than two

11
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decades before the EMSU was unitized. Rice subsequently drilled another SWD in September of
1966, the EME #21 SWD. The EMSU was unitized in 1984 with millions of barrels having already
been disposed into the San Andres by the two Rice wells. The EMSU was unitized with existing,
substantial disposal into the San Andres already occurring. In 1987, Chevron, who was operator
of the EMSU at the time, converted the EMSU #1 to a San Andres disposal well in the middle of
the field. This well is still being utilized as a disposal well by Empire. Since then, many operators
have drilled SWDs in and around the EMSU, including Goodnight.

27. In 1984, Gulf Qil Corporation (“Gulf”) filed three related applications that were
consolidated for hearing before the Commission (Case Nos. 8397-8399). First, Gulf sought
approval of the Eunice Monument South Unit (“EMSU”) as a statutory waterflood unit. Second,
Gulf sought approval for waterflood injection for purposes of secondary recovery in the Grayburg
and Lower Penrose formations within the proposed Unit Area. Lastly, Gulf sought to expand the
vertical limits of the Eunice Monument Oil Pool upward within the Unit Area to include the top
of the Grayburg formation or to a subsea datum of -100 feet, whichever is higher.

28.  After public notice and hearing in Case Nos. 8397-8399, the Commission entered
Order No. R-7765 approving the EMSU as a statutory waterflood in the Eunice Monument Oil
Pool, as amended by Order No. R-7767, and establishing a unitized interval from 100 feet below
mean sea level (the gas-oil contact) or at the top of the Grayburg formation, whichever is higher,
to a lower limit at the base of the San Andres formation. The unitized interval mirrors the vertical
and horizontal extent of the specially created Eunice Monument Oil Pool within the Unit Area, as
amended by Order No. R-7767.

29.  Atthe hearing in Case Nos. 8397-8399, Gulf presented evidence and testimony

that the proposed waterflood operations within the EMSU target the oil column, which is

12
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limited to the Grayburg and Lower Penrose formations, and expressly excluded the San
Andres from its proposed waterflood operations.

30. In Case No. 8399, Gulf’s production geologist, Ray Hoffman, testified that the
oil/water contact in the EMSU is at -325 feet subsea and that this depth determines the lower
limit of oil production in the area. See Case No. 8399, Hrg. Tr. VVol. 1 46:15-20 (confirming that
the western and southern boundaries of the field a dark dashed line in Gulf’s exhibit No. 14

represents the oil-water contact at -325 feet subsea depth); see also Goodnight Exhibit B-6 (Gulf

Ex. 14, Case No. 8399); Case No. 8399, Hrg. Tr. Vol. 1 46:24-47:2 (“Q. What does the oil/water
contact determine for you as a geologist, Mr. Hoffman? A. It determines the lower limit of oil
production in the area.”).

31.  Atthe time the Commission approved the Unit, Gulf had no intention of conducting
waterflood operations within the San Andres formation. See Case No. 8399, Hearing Tr. Vol. 2,
224:22-25 (“Q: Now | understand that you will be injecting only into the Grayburg and Penrose
and not the San Andres, is that correct? A: That is correct.”). The San Andres was determined to
be non-prospective. In fact, Gulf made clear in its hearing testimony that the targeted oil column
constituting the “unitized formation” includes only the Grayburg and Penrose formations and does
not extend into the San Andres. See id., Hrg. Tr. Vol. 1, 52:6-7 (“[T]he oil column in this area
thins from the Grayburg up into the lower part of the Penrose.”); 53:1-4 (*“Q: When you look at
the oil column in the unit area, that is included generally in the Grayburg and the lower portion of
the Penrose, is that correct? A: That’s correct.”). Gulf presented a generalized cross-section of
the entire EMSU area showing that the lower limit of oil production at -325 feet subsea is

above the depth of the San Andres across the entire unit. See Goodnight Exhibit B-6.1 (Gulf

Ex. 24, p. 11, Case No. 8397).

13
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32.  Atthe hearing in Case Nos. 8397-8399, Gulf presented evidence and testimony that
the San Andres formation would be used to provide the massive quantities of water required in the
waterflood zone in the Grayburg and Lower Penrose formations for the initial fill-up period and,
if needed, for additional makeup water in the future. The San Andres was included in the
unitized interval, not because it is hydrocarbon productive, but because it was to be used as

a source of water supply for the planned waterflood. See Goodnight Exhibit B-7. The San

Andres was known as a saltwater bearing aquifer at the time of the unitization of the EMSU. In
fact, at the time the EMSU was formed, the original operator of the Unit, Gulf Oil Corporation,

determined that “[t]he bottom of the interval must be the base of the San Andres formations (sic)

to include the area’s most prolific water production zone[.]” See id. (portions of Gulf Hearing

Exhibit 21, Case No. 8397) (emphasis added).

33.  The majority of the wells in the EMSU were never drilled deep enough to reach the
San Andres in order to avoid the prolific water producing zone. The wells that were drilled into
the San Andres were always plugged back to shut off the excess water producing zone. Based on
a careful review and analysis of all the EMSU well files, it appears little effort was made by EMSU
operators to identify an accurate top for the San Andres because it also occurred well below the
oil-water contact except in the six water supply wells that were drilled to the San Andres to supply
the make-up water for the waterflood in the Grayburg.

34.  The EMSU was formed above the San Andres aquifer, which was already
being utilized as a disposal zone for 20 plus years at the time the Unit was formed. Operators
of the EMSU continued to use the San Andres aquifer for disposal to support the production

of the EMSU. Empire acquired the EMSU in 2021 with eight active San Andres disposal wells

14
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operating within the EMSU boundary. An additional nine disposal wells were operating within
just a few miles of the EMSU. Empire acquired the field knowing that the San Andres aquifer was
a disposal zone in, and around, the EMSU.

35.  Goodnight has confirmed that San Andres disposal would not interfere with
ongoing EMSU operations. The San Andres aquifer has been tested and is not prospective for
hydrocarbons and does not meet the definition of an ROZ. This analysis has been corroborated
and supported by independent assessments by its technical experts.

36.  While aROZ does not occur in the San Andres aquifer at the EMSU, one potentially
exists below the oil-water contact within the Grayburg, but is entirely limited to the Grayburg.
There has never been any evidence that San Andres disposal operations have interfered with
the Grayburg producing zone in the 60 plus years since San Andres disposal began at the
EMSU.

37. Empire can target the ROZ that may exist in the Grayburg without impacting
underlying San Andres disposal. At the same time, disposal injection can continue into the San
Andres disposal zone without impacting existing or future Grayburg operations. Grayburg oil
production and San Andres disposal can continue to operate along with one another as they
have for the entire history of the EMSU.

Goodnight’s Existing Injection in the EMSU: Geologic Overview

38. Goodnight Midstream currently operates four San Andres disposal wells inside the
EMSU that each inject through perforated completions between the following depths: 4,592 feet
to 5,330 feet for the Sosa SWD (API 30-025-47947); 4,380 feet to 5,560 feet for the Ryno (Snyder)

SWD (API1 30-025-43901); 4,490 feet to 5,420 feet for the Banks SWD (API 30-025-50633); and

15
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4,375 feet to 5,525 feet for the Dawson SWD (APl 30-025-50634). The top of the injection

intervals for each well do not extend above the top of the San Andres.

Inj. Inj. | Inj. Inj. Base
Well Name API Top | Base | Top (SS)
(MD) | (MD) | (SS)
Sosa SWD 30-025-47947 | 4592 | 5330 | -926 -1664
Ry”%\(f/rl‘)yder) 30-025-43901 | 4380 | 5560 | -748 -1928
Banks SWD 30-025-50633 | 4490 | 5420 | -848 -1778
Dawson SWD | 30-025-50634 | 4375 | 5525 | -720 -1870

39. In Goodnight Exhibits A-4 through A-7, which are the C-108 administrative

applications for each of Goodnight’s proposed SWDs, the geologic descriptions in contains an
overview of the geology and lithology of the target formation which are applicable to the existing
SWD wells. These wells were properly permitted under the NMOCD UIC program with notice to
all affected parties under the Division’s regulations, including Empire’s predecessor-in-interest.

40.  The Sosa SWD penetrates the following geologic tops at the following depths:

Formation Top

Tansil 2,880 feet
Yates 3,106 feet
Seven Rivers 3,297 feet
Queen 3,641 feet
Penrose 3,784 feet
Grayburg 3,944 feet
San Andres 4,368 feet
Glorieta 5.344 feet
Total Depth 5,446 feet

41.  The Ryno SWD penetrates the following geologic tops at the following depths:

Formation Top

Tansil 2,802 feet

Yates 3,026 feet

Seven Rivers 3,286 feet

Queen 3,610 feet

Penrose 3,751 feet
16
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42.  The Banks SWD penetrates the following geologic tops at the following depths:

43.  The Dawson SWD penetrates the following geologic tops at the following depths:

Grayburg
San Andres
Glorieta
Paddock
Blinebry
Tubb
Drinkard
Abo
Wolfcamp
Strawn
Devonian
Total Depth

Formation
Tansil
Yates

Seven Rivers

Queen
Penrose
Grayburg
San Andres
Total Depth

Formation
Tansil
Yates

Seven Rivers

Queen
Penrose
Grayburg
San Andres
Glorieta
Total Depth

3,910 feet
4,322 feet
5,625 feet
5,946 feet
6,225 feet
6,855 feet
7,132 feet
7,534 feet
8,200 feet
8,658 feet
10,295 feet
11,500 feet

Top

2,779 feet
2,997 feet
3,255 feet
3,529 feet
3,668 feet
3,851 feet
4,312 feet
5,495 feet

Top

2,841 feet
3,055 feet
3,302 feet
3,612 feet
3,745 feet
3,897 feet
4,287 feet
5,590 feet
5,760 feet
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44, Goodnight Exhibit B-8 is an overview locator map depicting the location of the

EMSU with a dark green outline and the EMSU “B” Expansion Area to the northwest in a light
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green outline. The location of Goodnight’s proposed SWDs in this area are indicated with yellow
circles while dark blue circles depict the currently active Goodnight SWDs. All of Goodnight’s
current and proposed locations at issue in these cases are within Sections 3, 4, 10 and 17 in T21S,
R36E. Also depicted on the map with an ochre-colored line is the relevant portion of Goodnight
Midstream’s Llano System serving each of Goodnight Midstream’s SWDs. Lines of cross-sections
discussed in my testimony are also depicted on the map.

45.  Goodnight’s active SWDs are indicated with dark blue circles and include the
Banks, Ryno, Sosa, Dawson, Nolan Ryan, Piper, Yaz, Ted, and Pedro SWDs. Rice Operating’s
active SWDs are indicated with a teal blue color and include the EME #33M, the N7 #1, and the
State E27 #1 SWDs. The Permian Line Service’s active SWDs are the purple circles and include
the N11, and the EME #21. OWL SWD Operating has one active SWD, the P15, which is indicated
with a light blue circle. Parker Energy has one active SWD, the Parker 5, which is indicated with
a brown circle. Empire also operates one active SWD, the EMSU 1, which is located in Section 4,
T21S, R36E. The active SWDs on the map include the last five digits of the well’s APl number
and the total volume of produced water injected in millions of barrels.

46. In total, eight active SWDs currently inject produced water into the San Andres

within the boundaries of the EMSU, as follows:

WELL OPERATOR INJECTED VOLUME
EMSU 1 Empire 4.4 MM
N11 Permian Line Service | 6.7 MM
EME 21 Permian Line Service | 43.1 MM
P15 OWL SWD Operating | 0.1 MM
Banks Goodnight Midstream | 5.0 MM
18
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Ryno Goodnight Midstream | 16.9 MM
Sosa Goodnight Midstream | 17.5 MM
Dawson Goodnight Midstream | 8.7 MM

47.  Seven of the SWDs operating within the EMSU are commercial and, like
Goodnight Midstream’s proposed SWDs in these cases, are not related to operations of the Unit.

48. Included on the map are the locations of six water supply wells (“WSW”) that were
used to supply water from the San Andres aquifer for waterflood operations within the EMSU.
They are identified with pink squares and are addressed in more detail in my testimony below.

49.  Also included on the map are lines of cross section for each of Goodnight
Midstream’s proposed SWDs in these cases reflecting the location of representative well logs |
used to create cross sections for each of Goodnight Midstream’s proposed SWDs in the following
set of exhibits. A blue line is used for the Doc Gooden SWD #1 (Case No. 23614) well; a green
line is used for the Hernandez SWD #1 (Case No. 23615); an orange line is used for the Hodges
SWD #1 (Case No. 23616); a red line is used for the Seaver SWD #1 (Case No. 23617); and a light
blue line is used for the Piazza SWD #1 (Case No. 24123).

50. Goodnight Exhibit B-9 is a cross-section | prepared that shows the active

Goodnight SWDs within the EMSU in Section 17, along with two of the EMSU water supply wells
in Sections 8 and 9 of Township 21 South, Range 36 East. The cross-section line can be seen on
the map (Exhibit B-8) in a brown/orange color. The construction of the cross-section exhibit uses
color to indicate impermeable, tight rock within each formation that will function as a barrier to
vertical transmission of injection fluids. The lithology of these impermeable rocks are anhydrites,
and low-porosity dolomites and limestones. The color fill is color coded by formation: Grayburg

is green and San Andres is purple-gray. White space represents porous rock that contains either
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hydrocarbon or saltwater; saltwater-filled porosity is a saline aquifer. The lithology of these porous
intervals are dolomitic siltstones and porous dolomites. The gas/oil contact (“GOC”) for the
Eumont Field is shown at -100 feet subsea. The GOC is marked by a red-green dashed horizontal
line that cuts across all formations indicating a common gas-oil contact. The common oil/water
contact for the Eunice EMSU oil pool is shown as a green-blue horizontal line at -325 feet below
sea level. The SWD wells were drilled through both the Eumont and the Eunice pools. The cross-
section also depicts the perforated intervals for each of the wells, dark blue being used for disposal,
light blue are the water supply intervals, and green are oil productive intervals.

51.  The EMSU #462 WSW is one of the seven water supply wells that sourced water
from the San Andres for the EMSU waterflood and is referenced in the overview locator map,
above. This well had an open-hole completion interval between 4,315 feet to 4,998 feet where it
has withdrawn about 71.5 MM BW that was utilized in the waterflood before it was recompleted
as a Grayburg producer in 2014.

52.  The EMSU #460 is another one of the EMSU waterflood source wells. It had an
open-hole completion interval between 4,350 feet to 5,000 feet. This well has withdrawn 65.1 MM
BW over its lifetime. It was plugged and abandoned in 2002.

53.  With the depletion of the San Andres aquifer from the EMSU #460 and #462
WSWs, along with the other four historical WSWs in the EMSU, Goodnight Midstream’s
active and proposed disposal wells near the former water supply wells have very low
operating pressures, creating an ideal situation for disposal injection operations. Goodnight
discovered the six water supply wells and did research to reconstruct the history of the extracted
water volumes. Goodnight used 3D seismic data to locate its wells in a structural low to be as deep

below the oil column as possible. We also chose a mostly inactive part of the EMSU to place our
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first disposal well, the Ryno (Snyder) SWD.! It was drilled through the San Andres to test disposal
into the Devonian first. While drilling, the San Andres proved to be porous, highly permeable, and
highly pressure depleted. With this proof, Goodnight proceeded with developing its Wrigley
disposal field (4 wells), all shown in this cross section.

54.  The Goodnight SWDs shown in the cross-section are the Banks, Sosa, Dawson, and
Ryno (Snyder). The current injection zone in each of Goodnight Midstream’s SWDs consists
of interbedded carbonate rocks, including dolomites and limestones. The upper San Andres
is capped by tight dolomite and anhydrite, which serves as the upper geologic seal to prevent
migration to the formations above, most importantly the producing Grayburg formation.
Within the target injection zone, there are several thick intervals of porous and permeable
carbonate rock, with evidence of karsting, capable of accepting large volumes of produced
water. Open-hole logs indicate that the San Andres injection interval has a net thickness of more
than 600 feet out of a gross thickness of about 1,300 feet.

55.  The lower San Andres lithologic unit consists of approximately 200 feet of
limestone with porosity values of 0%-6% and very low permeability, which creates an effective
basal seal and barrier against downward fluid migration from the San Andres aquifer into the
Glorieta formation below. In addition, below the underlying Paddock interval, the Blinebry
interval consists of approximately 580 feet of tight dolomite, which functions as an excellent and
exceptionally thick barrier to downward migration.

56. Based on my examination and study of the geology in the area, it is my opinion that

these geologic seals above and below the target injection interval effectively contain injected fluids

! The Ryno was originally name the Snyder well when it was drilled to the Devonian. Goodnight
renamed the well the Ryno when it was recompleted into the San Andres.
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within the injection zone. Additional engineering evidence, addressed below and through
Goodnight’s technical experts, confirms this assessment.

Goodnight’s Proposed SWDs in the EMSU: Geologic Overview

57.  The injection disposal interval for Goodnight’s proposed SWD wells within the
EMSU also will be within the San Andres formation [SWD; San Andres (Pool Code 96121)].
Injection will be through perforated completions in each well between the following approximate
depths: 4,125 feet and 5,400 feet for the Piazza SWD #1; 4,200 feet and 4,900 feet for the Doc
Gooden SWD #1; 4,200 feet and 5,300 feet for the Hernandez SWD #1; 4,100 feet and 5,200 feet
for the Hodges SWD #1; and 4,200 feet and 5,300 feet for the Seaver SWD #1. As with the existing
SWDs, the top of the injection intervals for each proposed SWDs will not extend above the top of
the San Andres.

58. In Goodnight Exhibits A-4 through A-7, which are the C-108 administrative

applications for each of Goodnight’s proposed SWDs, the geologic description for each application
contains an overview of the geology and lithology of the target formation within the area of the
proposed SWD wells.

59.  The Piazza SWD #1 will penetrate the following geologic tops at the following

approximate depths:

Formation Top

Tansil 2,660 feet
Yates 2,810 feet
Seven Rivers 3,012 feet
Queen 3,424 feet
Penrose 3,568 feet
Grayburg 3,733 feet
San Andres 4,125 feet
Glorieta 5,410 feet
Total Depth 5,450 feet
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60. The Doc Gooden SWD #1 will penetrate the following geologic tops at the

following approximate depths:

Formation

Tansil

Yates

Seven Rivers

Queen
Penrose
Grayburg
San Andres
Total Depth

Top

2,525 feet
2,700 feet
2,895 feet
3,330 feet
3,480 feet
3,642 feet
4,110 feet
5,000 feet

61.  The Hernandez SWD #1 will penetrate the following geologic tops at the following

approximate depths:

Formation
Tansil
Yates

Seven Rivers

Queen
Penrose
Grayburg
San Andres
Total Depth

Top

2,590 feet
2,795 feet
2,985 feet
3,425 feet
3,565 feet
3,735 feet
4,188 feet
5,300 feet

62.  The Hodges SWD #1 will penetrate the following geologic tops at the following

approximate depths:

Released to Imaging: 8/26/2024 3:58:01 PM

Formation
Tansil
Y ates

Seven Rivers

Queen
Penrose
Grayburg
San Andres

Total Depth
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Top

2,505 feet
2,690 feet
2,895 feet
3,325 feet
3,465 feet
3,610 feet
4,065 feet
5,200 feet



Received by OCD: 8/26/2024 3:01:14 PM Page 25 of 173

63.  The Seaver SWD #1 will penetrate the following geologic tops at the following

approximate depths:

Formation Top

Tansil 2,570 feet
Yates 2,770 feet
Seven Rivers 2,975 feet
Queen 3,410 feet
Penrose 3,545 feet
Grayburg 3,707 feet
San Andres 4,178 feet
Total Depth 5,300 feet

64.  Goodnight Exhibits B-10.1 through 10.5 are the cross-sections | prepared that

show the relative position of each of the proposed Goodnight SWDs along with representative well
logs that span a 1.5-to-2-mile distance in the north half of Township 21 South, Range 36 East. The
construction of each cross-section exhibit uses color to indicate impermeable, tight rock within
each formation that will function as a barrier to vertical transmission of injection fluids. The
lithology of these impermeable rocks are anhydrites, and low porosity dolomites and limestones.
The color fill is color coded by formation: Grayburg is green and San Andres is purple-gray. White
space represents porous rock that contains hydrocarbon in the Yates, Seven Rivers, Queen, Penrose
and Grayburg and saltwater (saline aquifer) in the San Andres. The lithology of these porous
intervals are dolomitic siltstones and porous dolomites. The gas/oil contact (“GOC”) for the
Eumont Field (Yates, Seven Rivers, Queen gas production) is shown at -100 feet subsea. The GOC
is marked by a red-green dashed horizontal line that cuts across all formations indicating a common
gas-oil contact. The oil/water contact for the Eunice EMSU oil pool is shown as a green-blue
horizontal line at -325 feet below sea level. At the proposed locations, the proposed SWD wells

will be drilled through both the Eumont and the Eunice oil pools.
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65. Except for the Doc Gooden cross-section, each of the cross-sections includes a San
Andres WSW used to source water for the Grayburg EMSU waterflood, a San Andres SWD that
is in, or near, the EMSU boundary, and an offset log to the proposed locations that is representative
of the anticipated geology at the proposed permit locations that penetrate the entire San Andres
section. Two current SWDs and two WSWSs were used in all cross-sections to emphasize that this
is already a permitted water management interval and has been for more than 50 years.

66.  The EMSU #461 WSW (used in the Hernandez, Seaver, and Piazza cross-sections)
is one of the seven water supply wells that sourced water for the EMSU waterflood and is
referenced in the overview locator map, above. This well has an open-hole completion interval
between 4,200 feet to 5,000 feet where it has withdrawn about 19.3 MM BW that was utilized in
the waterflood. It was plugged and abandoned in 2002.

67. The EMSU #458 (used in the Hodges cross-section) is another one of the EMSU
waterflood source wells. It has a cased-hole completion interval between 4,056 feet to 4,870 feet.
This well has withdrawn 49.5 MM BW over its lifetime. This well has been listed as temporarily
abandoned since 2013.

68. The EMSU #278 (used in the Piazza cross-section) is another one of the EMSU
waterflood source wells that was converted from a Grayburg producer to a WSW in December
2017. This well currently has a cased-hole completion in the Grayburg between 3,654 feet and
3,845 feet, and a San Andres completion between 4,058 feet and 4,523 feet. This well has
withdrawn 1.6 MM BW since it was converted to a San Andres water supply well and is still
currently listed as active.

69.  With the depletion of the San Andres aquifer from these three WSWs, along with

the other four historical WSWs in the EMSU, Goodnight Midstream’s proposed disposal wells
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near the former water supply wells will have very low operating pressures, as confirmed by its
existing disposal operations, creating an ideal situation for disposal injection.

70.  The Rice EME SWD #33M (used in the Hodges cross-section) was drilled in
1960 within 175 feet of the EMSU boundary. The well has an open-hole completion and
injects in the interval between 4,509 feet to 5,100 feet measured depth (“MD?”). This well has
injected approximately 59.9 MM BW in its lifetime and currently injects on vacuum. This
well has never reported positive tubing pressure since Division injection records began in
1994. This is proof that injection is not putting pressure on the Grayburg waterflood, is not
the cause of high pressure in some Grayburg injectors, and even with very large volumes of
water injected is still sub-normally pressured.

71.  The Permian Line Service N 11 #1 SWD (used in Hernandez, Seaver, and Gooden
cross-sections) was drilled in 2020 and is within the EMSU boundary. This well utilizes the San
Andres for disposal and has a permitted interval between 4,210 feet to 5,100 feet MD. It has
injected 6.7 MM BW and also injects on vacuum due to the large volume of water extracted from
the San Andres.

72.  As with Goodnight’s existing disposal, the proposed injection zone for each of
Goodnight Midstream’s proposed SWDs consists of interbedded carbonate rocks, including
dolomites and limestones. The upper San Andres is capped by tight dolomite and anhydrite,
which serves as the upper geologic seal to prevent migration to the formations above,
including the producing Grayburg formation. Within the target injection zone, there are
several thick intervals of porous and permeable carbonate rock, with evidence of karsting,

capable of accepting large volumes of produced water. The injection intervals have a net
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thickness of more than 600 feet out of a gross thickness of about 1,300 feet based on open-hole
logs in the area.

73.  The lower San Andres lithologic unit consists of approximately 200 feet of
limestone with porosity values of 3%-6% and very low permeability, which creates an effective
basal seal and barrier against downward fluid migration from the San Andres aquifer into the
Glorieta formation below. In addition, below the underlying Paddock interval, the Blinebry
interval consists of approximately 580 feet of tight dolomite, which functions as an excellent and
exceptionally thick barrier to downward migration.

74. Based on my examination and study of the geology in the area, it is my opinion
that these geologic seals above and below the target injection interval will effectively contain
injected fluids within the injection zone. Additional engineering evidence, addressed below and
through Goodnight’s technical experts, confirms this assessment.

Dawson Rate Increase

75.  The Andre Dawson SWD can accept high-rate injection at low operating pressures

and does not stress the reservoir. Page one of Goodnight Exhibit B-11 is a graph of the minute-

by-minute injection data for the Andre Dawson SWD showing the pressure/rate relationship during
injection into the well.? The x-axis is the instantaneous flow rate, and the y-axis is the tubing
pressure measured at the surface. The data shows the pressure verses rate performance for the well.
The red line at 857 PSI is the permitted maximum operating pressure. There is a black dashed line

indicating 0 PSI. The data shows that the well can inject on vacuum (negative surface tubing

2 Goodnight inadvertently injected over its permitted injection rate in this well for a period of
time in 2023 due to a faulty meter. Upon discovery, the meter was replaced, injection rates were
returned to permitted levels, and Goodnight disclosed the issue to the Division in June 2023. See
discussion below.
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pressures) at rates up to about 40,000 BWPD before the well begins to show any positive
tubing pressure. This is a robust data set which includes over 50,000 datapoints from the well’s
first year of operation and confirms that the high-rate injection is sustainable.

76.  Additionally, the Andre Dawson SWD shuts-in to negative tubing pressures within

seconds of ceasing injection operations. Page 2 of Goodnight Exhibit B-11 shows a typical

injection profile for the Dawson well. The graph on the left shows a continuous injection cycle
that lasted about 42 hours. The blue line shows the instantaneous flow rate in barrels of water per
day and correlates to the left vertical axis. The red line shows the wellhead tubing pressure and
correlates to the vertical axis on the right. These lines are plotted against time on the x-axis in
minutes of the injection cycle. The graph on the right is a zoom-in of the final minutes of the
injection cycle when the pumps shut down. A black dashed line on both graphs indicate 0 PSI
tubing pressure. The graph on the right shows that at the end of a 42-hour, high-rate injection
cycle the well instantaneously goes on vacuum to -15 PSI after being shut in. This data shows
that the well was not stressing the reservoir during high-rate injection as there is no material
pressure build in the reservoir and the well did not stress the reservoir after nearly 42-hours
of high-rate injection.

77. The Sosa SWD is less than one mile from the Andre Dawson SWD. It was approved
under Order No. R-21190. It does not impose a rate limit on injection; only a maximum allowable

surface injection pressure of 900 PSI. Page one of Goodnight Exhibit B-12 is a similar graph to

the Dawson injection data of the minute-by-minute injection data for the Sosa SWD. Again, the x-
axis is the instantaneous flow rate, and the y-axis is the tubing pressure measured at the surface.
The data shows the pressure versus rate performance for the well. The red line at 900 PSI is the

permitted maximum operating pressure. There is a black dashed line indicating 0 PSI. The data
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shows that the well can inject on vacuum (negative surface tubing pressures) at rates up to
about 40,000 BWPD before the well begins to show any positive tubing pressure. This is a
more robust data set than the discussed with Dawson and includes more than 90,000
datapoints collected over a period of 2.5 years, further confirming that these rates and
pressures are sustainable.

78.  The Sosa SWD also shuts-in to negative tubing pressure within seconds of ceasing

injection operations. Page 2 of Goodnight Exhibit B-12 shows a typical injection profile for the

Dawson well. The graph on the left shows a continuous injection cycle that lasted about 42 hours.
The blue line shows the instantaneous flow rate in barrels of water per day and correlates to the
left vertical axis. The red line shows the well head tubing pressure and correlates to the vertical
axis on the right. These lines are plotted versus time on the x-axis in minutes of the injection cycle.
A black dashed line on both graphs indicate 0 PSI tubing pressure. Like the Dawson well, the
Sosa injection data shows that the well instantaneously goes on vacuum after being shut in
to -15 PSI following sustained high-rate injection. This is the case for all of Goodnight’s
injection wells in and around the EMSU. The San Andres aquifer is capable of high-rate
injection without stressing the rock as shown by this data.

79.  The data shows that the Andre Dawson can accept rates upwards of 40,000 BWPD
at low operating pressures. Because the operating pressures are so low, there is no concern that the
San Andres formation would be compromised by high-rate injection causing the formation to
fracture or increasing the risk of induced seismicity. Furthermore, increasing the authorized
injection rate will allow Goodnight to utilize and optimize its current infrastructure allowing

for fewer SWDs to be drilled. This limits surface disturbances and associated environmental

29

Released to Imaging: 8/26/2024 3:58:01 PM



Received by OCD: 8/26/2024 3:01:14 PM Page 31 of 173

risk while being in the interest of conservation and prevention of waste. For all the above
reasons, the Andre Dawson rate increase should be approved.

80. It should be noted that Goodnight does not intend to run the Dawson at 40,000
BWPD continuously or indefinitely. Goodnight is requesting the rate increase to support its
customers during the initial flow back period of their production wells, which recover high initial
rates of completion water for short periods of time, generally only 2-3 weeks. A historic look
back at the Goodnight SWDs shows that the average disposal volumes are less than 15,000
BWPD over the life of Goodnight’s wells within the EMSU.

81.  Goodnight Exhibit B-13 shows the daily injected volume by well for the four wells
inside the EMSU from 2023 to date. The average daily volume for this time frame is 14,149
BWPD. Goodnight is requesting this rate only to be able to support peak loads that are short lived
and to create redundant capacity in the system if another SWD needs to be temporarily taken
offline.

Response to Empire Permit Compliance Allegations

Andre Dawson SWD Over Injection
82.  Asto Goodnight’s SWDs in the EMSU, Empire alleges Goodnight is exceeding its
injection authority for the Sosa SWD and the Andre Dawson SWD. As to the Sosa SWD, this order
does not provide a maximum authorized injection rate. The order imposes only a maximum surface
injection pressure, which the Sosa SWD does not exceed. It does not include a limit on the daily
injection rate. The NMOCD did not historically impose maximum daily rate limits on Goodnight
wells until July 16, 2021, when the Division issued the Pedro SWD order limiting the daily

injection rate to 42,000 BWPD. Subsequently, Goodnight did receive a maximum daily injection
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rate on the Andre Dawson SWD and Ernie Banks SWD for 25,000 BWPD in the orders that were
granted in 2022.3

83. Empire also alleges Goodnight is exceeding its authorized injection limits for the
Andre Dawson SWD under Order No. R-22026/SWD-2403. It should be noted at the outset that
Goodnight independently determined in 2023 that the Andre Dawson SWD exceeded the permitted
maximum daily injection rate during its initial months of operation. After it identified the issued
and implemented a corrective action, Goodnight self-reported the issue to the Division in June
2023. Unfortunately, over-injection into Andre Dawson SWD was not identified until May 2023
but has been resolved.

84.  As reported to the Division, a turbine meter was installed pending the arrival of a
magnetic meter, which is preferred for this application but was not immediately available due to
supply chain issues. The turbine meter failed to return a valid daily volume. Control instructions
were set to close the valve when daily volumes reached 25,000 barrels of water for each day, which
is the authorized injection limit for the well. The turbine meter was repeatedly under-reporting
volumes, or completely freezing up. The turbine meter was checked and rebuilt several times.
Changes were made to the automation controls to function off the master valve which meters the
total volume of water exiting the Wrigley storage facility then subtract the amount of water that
goes to the Nolan Ryan and Piper SWDs. The instructions were set to close the Dawson SWD

valve when the daily total leaving the Wrigley minus Nolan Ryan plus Piper equals 25,000 barrels.

% The Division set a maximum daily injection rate for these SWDs based on Goodnight’s request
in the C-108 applications for maximum daily injection rates of 25,000 BWPD, not because any
evidence showed 25,000 BWPD was the maximum injection rate the target injection formation
could receive. 25,000 BWPD was selected as the proposed maximum daily rate because
Goodnight’s average daily injection does not exceed about 15,000 BWPD.
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This temporarily fixed the issues associated with the turbine meter until the magnetic meter was
installed at the Andre Dawson SWD on June 6, 2023.

85. Despite this temporary issue, accurate pressure monitoring was maintained during
that timeframe. The Andre Dawson SWD’s wellhead tubing pressure gauge was operational and
did not have any functionality issues. Calibration was checked and verified to be accurate. The
maximum pressure recorded during the time was 112 PSI. The average pressure recorded while
injecting was 17 PSI, which is significantly below the permitted maximum of 857 PSI.
Instantaneous shutdown pressures are on strong vacuum. Surface tubing pressure was -18 PSI two
seconds after the pump shut down during that timeframe. This condition of shut-in tubing pressures
going on vacuum seconds after shutdown exist to this day. Instantaneous shut down on vacuum
indicates that injection was not putting stress on the formation. The formation does not “pressure
up” and then bleed off. The wellhead tubing pressures confirm that the temporary and intermittent
over-injection into the Andre Dawson SWD had no adverse impact on the San Andres and did not
cause the injection interval to be over pressurized.

86. Goodnight self-reported its injection in the Andre Dawson SWD to the Division
because it holds itself to a high standard as a responsible and prudent operator and takes
responsibility for these oversights. Goodnight implemented additional training, internal
management controls, and hired a vice-president level manager to help oversee its operations to
avoid any similar operational issues after this incident.

Failure to Submit Monthly Form C-115s

87. Empire also alleges Goodnight has not submitted the required monthly C-115

reports to the Division for its Andre Dawson SWD and Ernie Banks SWD, as required. C-115s

include information on the injection volumes and pressures.

32

Released to Imaging: 8/26/2024 3:58:01 PM



Received by OCD: 8/26/2024 3:01:14 PM Page 34 of 173

88.  Goodnight has been unable to submit C-115s through the OCD’s e-permitting
portal for these wells because the OCD has not yet approved pending completion reports (C-
104s/C-105s) that were submitted by Goodnight following completion of these wells. Goodnight
has been in regular communication with the Division on this issue for more than a year in an effort
to upload its C-115 reports to the Division. Goodnight has, however, submitted its C-115s to the
Division by email.

89.  Goodnight is not aware of any deficiencies or issues with its completion reports for
either the Andre Dawson SWD or the Ernie Banks SWD.

Empire Has Serious Injection Permit Violations at the EMSU

90.  While reviewing Empire’s operation of the EMSU EOR injection wells, Goodnight
became aware that Empire itself has serious injection permit violations that are far more alarming
than exceeding an arbitrary injection rate. It appears that Empire has exceeded the maximum
permitted pressure allowed in 37 of their EOR injection wells within the EMSU for a total
of 272 instances when the authorized maximum surface injection pressure was exceeded, as
shown by their average injection pressures Empire provided on its C-115 reports.

91. Some of the exceedances are minor, but many are not. Goodnight Exhibit B-14

shows a table of the API, well name, C-115 reporting month, C-115 reported volume injected, C-
115 reported average injection pressure, top perforation, permitted max injection PSI, requested
permit PSI increase pressure (where applicable), the applicable order and pressure basis, the
calculated PSI over the maximum authorized levels, and the calculated injection gradient (PSI/ft)
for each exceedance. This analysis is from 2022 forward during the time Empire was operator of
the EMSU. Sixty-two of the instances are 50 PSI or more over the maximum permitted

pressure and reach as high as 133 PSI over the permitted limit.

33

Released to Imaging: 8/26/2024 3:58:01 PM



Received by OCD: 8/26/2024 3:01:14 PM Page 35 of 173

92. Empire has claimed concern over Goodnight’s permit infractions, stating that SWD
injection could impair the Grayburg reservoir due to over-pressurization. Empire’s counsel has
gone as far to allege to the Commission that Goodnight’s injection rates are “almost criminal,”
during an argument seeking to suspend Goodnight’s injection authority. In fact, Empire’s own
operations are posing more of a risk of damage to the EMSU as they are putting much more
stress on the Grayburg reservoir through their own injection operations. The Grayburg is
already an above-normal-pressure reservoir as a result of waterflood operations. Empire—
and the Commission—should be more concerned with Empire’s violation of its injection
pressure limits than Goodnight’s injection rates.

Top of San Andres Aquifer

93.  When Goodnight did its original investigation of the EMSU it discovered that the
reported tops for the San Andres were very inconsistent and inaccurate. It appeared that the
previous operators of the EMSU were not focused on picking an accurate or precise San Andres
top in the EMSU. This is likely due to the fact the San Andres aquifer is well below the oil-water
contact at the EMSU, was never prospective for hydrocarbons, and not included in the EMSU
waterflood operations. It appears that previous operators did not take the time to properly map the
San Andres aquifer as it was not the focus for operations and provided little to no value to the
companies. The San Andres was so far below the oil producing zone (and the oil-water contact)
that operators knew they were not going to be drilling that deep, so picking an accurate and precise
San Andres aquifer top did not matter. They just needed to know generally where the top of the
San Andres was located to avoid drilling and completing their Grayburg producing wells or the
waterflood injection wells into it. The times the San Andres tops did matter was when the EMSU

operators drilled the six water supply wells into the San Andres. Not surprisingly, the operator
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picks for the top of the San Andres in those WSWs align very closely with Goodnight’s picks
elsewhere.

94.  Goodnight Midstream defines the boundary between the Grayburg and the
San Andres as the location of the mappable permeability barrier that prevents flow from
occurring between those two formations. This is a functional “Top of San Andres.”
Everything above performs and behaves together as a single unit and reservoir, and is
isolated and distinct from everything below this barrier.

95. It is Goodnight’s understanding that Empire plans to continue secondary recovery
operations within the Grayburg formation of the EMSU, but is proposing tertiary operations in the
Grayburg formation and even a potential Grayburg ROZ below the Grayburg oil-water contact.

96. It appears Empire is seeking to create a conflict with Goodnight’s disposal
operations by calling a potential Grayburg ROZ (the zone below the Grayburg oil-water
contact at -325 feet subsea) the San Andres. It is not San Andres. It is Grayburg because it
isin an interval that is geologically and functionally isolated and distinct from the underlying
San Andres. That means any residual oil in this zone is Grayburg oil and it is Grayburg oil
below the Grayburg oil-water contact. Because it is isolated by the well-defined permeability
barrier that separates the San Andres from the Grayburg, the oil in this zone, and any
current or proposed operations, will not be affected by San Andres water management
operations below.

97. Goodnight Midstream’s geologic model does not include this Grayburg interval as
part of the San Andres. It is part of the Grayburg because it is in an interval that is geologically
and functionally connected to and part of the Grayburg, but isolated and distinct from the San

Andres. Goodnight Midstream has identified the San Andres top, which is our operational
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ceiling for injection, based on data discussed below. Goodnight Midstream has not and does
not propose to inject above it.

98.  Goodnight’s justification for its San Andres top pick comes from multiple data
sources. The first data source are the exhibits presented during the Commission hearing that

unitized the EMSU in Case Nos. 8396-8399. Goodnight Exhibit B-15 is a document from the

hearing that describes the formations in the unit. First, the Grayburg is described to occur at the
approximate depths of 3,500-3,900 feet and has an approximant thickness of 490 feet. Next, the
top of the San Andres is described to occur at approximate depths of 4,100-4,500 feet across the
EMSU.

99.  The second data source are publications from previous operators of the EMSU that

describe where the San Andres top was picked. Goodnight Exhibit B-16 is a 1991 SPE paper on

the EMSU that was authored by an employee of Chevron, a previous operator of the field. It
discusses drilling the San Andres water supply wells for the field and the top of the San Andres is
discussed:

Instead of drilling 10 5/8-in. production hole and running 8 5/8-in.

casing to TD, 10 5/8-in. hole was drilled to the top of the San Andres
(roughly 4,200 ft) and cased off. (emphasis added).

100. Figure 6 from this paper is a lithology diagram of the formations that the water
supply wells penetrated and shows the depth of the San Andres aquifer at around 4,100 feet. This
is consistent with the exhibits that were presented at the unitization hearing discussed above.

101. When Goodnight conducted its initial geologic investigation of the San Andres in
and around the EMSU, we keyed off the water supply wells as they pressure-depleted the San
Andres aquifer and were some of the only wells that penetrated the San Andres in the area.
Utilizing the logs for these wells, Goodnight realized that the reported top of the San Andres was

being picked by the operator near non-porous intervals that could be mapped around the field. This
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nonporous interval marks the boundary between the Grayburg and San Andres differential pressure
systems (discussed later).

102. Goodnight Exhibit B-17 shows the operator-reported San Andres tops for the six

original water supply wells in the EMSU. These tops align closely with the Goodnight picks for
the San Andres tops for the same wells. The difference between the Goodnight picks and well file
picks are shown in the exhibit in the third column from the right. Negative values in this column
indicate that the well file top is deeper than the Goodnight top. Also included is the Grayburg
thickness based on the well file and Goodnight picks for the top of the San Andres. Unlike the
majority of the EMSU producers and waterflood injection wells, the tops that were reported in the
WSWs were consistent with the unitization exhibits and the Chevron SPE publication discussed
above, except for the EMSU #461. The top that is reported for #461 is 4,002 feet, making the
Grayburg only 255 feet thick. This is inconsistent with the reported thickness for the Grayburg in
the unitization case file and with its thickness at the other WSWs. Goodnight picked the San
Andres top in this well at 4,195 feet, which is consistent with the Grayburg thickness reported in
the unitization case file and with the other water supply wells that picked the top of the San Andres
at a mappable confining layer.

103. Goodnight has consistently used this method of picking the San Andres top at the
mappable barrier that separates the Grayburg from the San Andres. This top is confirmed to be
the barrier that separates two different pressure systems, one associated with the Grayburg
and the other associated with the San Andres aquifer (discussed later in the testimony).
Because of the difficulty identifying stratigraphic intervals within the San Andres carbonate

ramp system that exists within the EMSU, the best method for accurately picking the top of
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the San Andres—and the strongest evidence it is correct—is not necessarily geologic but
engineering based data.

104. Using Goodnight’s San Andres top pick that corresponds to the barrier that
separates the pressure regimes between the Grayburg and San Andres is the most logical method
to confirm and differentiate the water management zone in the San Andres from the oil producing
zone in the Grayburg. Goodnight’s San Andres top is consistent with the reported thickness of the
Grayburg, making it about 490 feet thick using Goodnight’s San Andres pick. Goodnight’s top
also establishes a significant vertical offset between Goodnight’s target injection zone to the
established productive intervals in the Grayburg. In fact, during discussions with the Division’s
Underground Injection Control technical team when Goodnight was first permitting its SWDs in
the EMSU, the Division’s technical examiners requested Goodnight rely on its San Andres top
picks, rather than some of the shallower tops picked by EMSU operators, because Goodnight’s
San Andres pick was deeper and would increase the vertical offset from the Grayburg producing
interval

San Andres Injection Does Not Interfere with EMSU Grayburg Operations Due to
Isolating Geologic Barriers

105. The presence of an effective barrier between the San Andres and the overlying
Grayburg formation is proven by the presence of a sustained and substantial regional
pressure differential. The early field production behavior of the Grayburg is typical of a solution
gas drive reservoir, having a rapid decline in reservoir pressure without a rapid rise in water
production. This characteristic is why the operators of the EMSU enacted a waterflood, to re-
pressure the reservoir and sweep the remaining oil.

106. Incontrast to the Grayburg, the San Andres water supply wells saw no decline

in the ability to produce water for the flooding project despite the Grayburg having been
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depressurized through primary production. The San Andres aquifer was able to supply enough
water to fill the EMSU gas cap and re-pressure the depleted Penrose-Grayburg oil column while
the pressure dropped in the San Andres below.

107. The reason the waterflood worked and the Grayburg was successfully re-
pressurized by the addition of San Andres water is because the geologic seal between the
Grayburg and San Andres is effective. The success of the waterflood and re-pressurization
of the Grayburg is the first indication that the Grayburg and San Andres are not in
communication and are separated by a geologic barrier. The Grayburg was pressured up
starting in 1987 and held pressure until 2007 when operations switched to drag flood, with
continuous recycling of 98% water cuts through the Grayburg. The pressure differential between
the Grayburg and San Andres has held for 35 years without equilibration or the exchange of fluids.

108.  The high-pressure zone is in the Grayburg, so flow would be into the low-pressure
San Andres, if the formations were in communication. If oil was being pushed into the San Andres
from high pressures in the Grayburg then the water supply wells, which were the pressure sinks,
would have produced some Grayburg oil. They never produced a single barrel.

109. The Grayburg has now been pressured up due to being under continuous
waterflood. In contrast, the San Andres is now depleted due to water being extracted in great
quantities. The producing Grayburg wells in the EMSU have shown a gradual increase in water
cut until they reached more than 98% water. Most of the Grayburg oil producers responded to
waterflood injection, showing both fluid increases and pressure increases from the injection of San
Andres water.

110. The presence of San Andres water in the Grayburg, therefore, is not diagnostic of

unwanted water encroachment, as Empire alleges. San Andres water has been introduced into the
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Grayburg at the EMSU starting in 1986. We must look instead to the pressure differential to
demonstrate that an effective barrier and seal exists between the two formations.

111.  Atthe time the EMSU was created, the San Andres was identified as the source
of water needed to flood the Grayburg. Water withdrawal began in 1985. Since that time,
the San Andres has supplied more than 350 million barrels of water for field operations for

the EMSU alone. Goodnight Exhibit B-18 is a table that was created using OCD records of

production volumes for the initial six San Andres water supply wells within the EMSU, discussed
above.

112.  The history of these wells is incomplete in the Division’s public well data and the
New Mexico State Engineer’s database. Data from Division hearing case files, and reconstructed
volumes from tests and modeled averages were used to supplement the table. A few of the water
supply wells are still active today. No oil production was ever reported for any of these wells.

113. In addition to the WSWs associated with the EMSU, an additional 20 San
Andres WSW wells have been identified within one to two townships of the EMSU.

Goodnight Exhibit B-19 shows these wells on a map as dots that are colored by their current

status. These wells have, in the aggregate, withdrawn hundreds of millions of additional volumes
from the San Andres in the area. These wells were/are used to source water for other waterfloods
outside of the EMSU in the area.

114.  As a result of this substantial fluid withdrawal, the San Andres was de-pressured
while the Grayburg was re-pressured by waterflood injection. A large pressure differential was
established between these two contiguous formations. We know that an effective geologic

barrier and seal exists between the Grayburg and San Andres formations or we would not
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see the effects of the differential persist to the present. The pressure differential has a clear
impact on drilling operations in the area and on injection into the San Andres.

115.  Goodnight drilled its Ryno (Snyder) SWD #1 in the northwest quarter of Section
17 inside the EMSU in June 2018. Goodnight had no difficulty drilling through the normally
pressured Grayburg reservoir. However, once the drill bit passed out of the base of the Upper
San Andres anhydrites, which serve as the seal between the Grayburg and San Andres, the
well lost circulation in the San Andres. All fluid was lost into the hole in large intervals. This
continued for the next 700 vertical feet as we drilled through the upper and middle San
Andres zones. Water was continuously added to the hole to continue drilling until open-hole
cement jobs were performed to regain circulation. In contrast, the Grayburg held a column of fluid.
This confirms that the Grayburg is pressure isolated from the San Andres.

116. The condition repeated when we drilled each of our subsequent wells. All 11
Goodnight SWD wells have held a column of drilling fluid in the Grayburg but experienced
a complete loss of fluid when we pass below the confining layer that separates the San Andres
from the Grayburg. The pressure differential between the Grayburg and San Andres is
substantial, extends over a large area, and has not equilibrated over time. This strongly
establishes that there are effective geologic barriers to flow between the two reservoirs across
a substantial area, including the area at issue within the EMSU.

117. Goodnight Exhibit B-20 shows an example of the pressure differential observed

during the drilling of the Grayburg and San Andres aquifer which occurred in all of Goodnight’s
SWDs during drilling. Three days from the drilling report for the Andre Dawson SWD show that
on the sixth day the Grayburg interval was being drilled and did not experience major losses of

drilling fluid. Only minor seepage at 4,000 feet occurred that was easily managed. Then the well
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passed into the San Andres top which occurs at 4,287 feet. At 4,295 feet the well began to lose 22
barrels of drilling fluid per hour. Then on the seventh day the drillers penetrated the main porosity
zone in the San Andres that is targeted for disposal. The well had total loss of drilling fluid
circulation at 4,564 feet. All the drilling mud was lost to the formation and the well “dry drilled”
using produced water from the Wrigley facility. This continued to occur until the well reached its
total depth on the eighth day. This data shows that there is a distinct pressure differential between
the Grayburg and the San Andres aquifer.

118. Persistent low pressure in the San Andres is also demonstrated by the fact that
Goodnight Midstream’s Sosa SWD #1,Ryno (Snyder) SWD #1, Banks SWD #1, and Andre
Dawson SWD #1 wells can inject into the San Andres within the EMSU on vacuum by gravity
feed. This is also the case for other third-party disposal wells in the EMSU. This would not
be possible if there was not an effective seal and barrier to maintain that dis-equilibrium
between the two formations. This pressure differential has been maintained for more than
30 years confirming that the geologic barrier and seal between the two formations is effective
and prevents water in the Grayburg from migrating into the San Andres, or the inverse. It
also prevents water in the San Andres from migrating into the Grayburg.

119. Additional data confirming that the San Andres is pressure depleted is shown by
the fact that all the San Andres SWDs operated by Goodnight Midstream in this area go on vacuum
(negative wellhead tubing pressure) within seconds of ceasing high-rate injection (as shown in
Exhibits B-11 and B-12). This is indicative of each of these wells not being able to support a full
tubing column of fluid due to the reservoir being under pressured.

120. Goodnight Exhibit B-21 is a table showing the shut-in fluid level in each of these

wells that was taken on July 20, 2024. The columns included in the table are the shut-in tubing
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pressure (SITP), fluid level feet from surface (FL), top perforation, middle point of the perforated
interval, base perforation, calculated bottom hole pressure at the middle of the perforated interval,
and calculated PSI/ft gradient to the middle of the perforated interval. A 0.465 PSI/ft gradient,
which is the hydrostatic pressure of a full column of formation water, was used to calculate bottom
hole pressures. On average, fluid is 863 feet from surface. The average reservoir pressure of the
San Andres aquifer at the middle of the perforated intervals is 1897 PSI. A normally pressured
reservoir is generally considered to be when the reservoir pore pressure is equal to the hydrostatic
pressure of a full column of formation water, 0.465 psi/ft. Goodnight’s wells are not capable of
supporting this full fluid column. The average perforation depth in the wells and the average
pressure calculated from the fluid levels show that the San Andres aquifer is currently at a
pressure gradient of approximately 0.381 PSI/ft, which is much lower than a normal pressure
gradient of 0.465 psi/ft.

121. Incontrast to the San Andres aquifer being de-pressured, the Grayburg has been re-
pressured due to waterflood operations and is maintaining its re-pressurization. This is shown by
the reported shut-in pressures for the EMSU waterflood injection wells. In September 2023, 21
EMSU waterflood injection wells from around the field were shut-in for the month and

reported tubing pressures to the OCD. These 21 wells are shown in Goodnight Exhibit B-22

and have an average shut-in tubing pressure of 471 PSI. This is significantly different than
the San Andres SWDs in the area which, as discussed above, are unable to support a full
column of fluid and shut-in to negative tubing pressures. The average bottom-hole pressure
at the middle of the perforated interval for the 21 EMSU wells is calculated from the shut-in

tubing pressures and shows that the Grayburg is currently at an average pressure gradient
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of 0.587 psi/ft. This is significantly higher than the San Andres and above even what is
considered to be a normally pressured reservoir.

122.  On the same topic of the pressure differential, the EMSU #368 is about 600 feet
from Goodnight’s Banks SWD. The EMSU #368, a Grayburg waterflood injection well, was shut-
in on January 8, 2024 and showed an average shut-in pressure of 696 PSI. In contrast, the Banks
SWD (San Andres) was shut-in at times during that same day and had a shut-in pressure of-15 PSI.

Goodnight Exhibit B-23 shows a map of these two wells, the distance between them being 594

feet. The data tables show the shut-in pressures from the EMSU #368 that were provided by
Empire from periodic times throughout January 8, 2024. The Banks SWD was also shut-in
periodically on that day. Note that the final readings in both tables was taken at the same time.
This further shows that these two wells are not in pressure communication and there is a substantial
difference in the reservoir pressures between San Andres and the Grayburg.

123.  Furthermore, Goodnight Exhibit B-24 is pulled from one of the OCD well files

where Chevron, a former operator of the EMSU, requested and was granted an injection pressure
increase for 11 of the EMSU waterflood injection wells. If the Grayburg was in pressure
communication with the under-pressured San Andres aquifer, these wells could not have pressured
up and Chevron would not have needed to request an increase in the maximum surface injection
pressure for these wells. The wells subject to Chevron’s requested increase are spread across the
EMSU field further indicating that this pressure differential between the Grayburg and the San
Andres aquifer, and therefore the seal between the two zones, is areally extensive and effective.

124.  Dr. Lindsay, in his 2014 PhD dissertation, discusses the reservoir seal between the
Grayburg and the San Andres at the EMSU:

It has been found that the composite sequence boundary at the top
of the Upper San Andres Formation acts as a reservoir seal and does
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not allow fluids to communicate with Grayburg Formation fluids.
The ultimate test has come from pressure data that shows one
pressure system associated with the Upper San Andres
Formation and a different pressure system associated with the
Grayburg Formation. The reason why the composite sequence
boundary is not [a] porous pathway from the Upper San Andres
Formation up section into the Grayburg Formation is explained by
subaerial exposure and karstification associated with the Upper San
Andres Formation was cemented to form a tight non-porous interval
of strata. Dolomitic sandstones at the base of the Grayburg
Formation contain enough dolomitized carbonate matrix that they
are also non-porous and non-permeable. Between these two the non-
porous karst and non-porous basal sandstone a seal (aquiclude) was
formed within the top of the Upper San Andres Formation and the
basal Grayburg Formation.

Goodnight Exhibit B-25. (emphasis added). Dr. Lindsay repeats the conclusion

stated above an additional five times in his dissertation. See id. (OCD 23614-17
01120, 01144, 01366, 01605, 01611).
125. Dr. Linday does go on to state the following:
There have been places found in EMSU, EMSUB, and AGU where
faults/fractures have allowed Upper San Andres Formation fluids to
move up section into Grayburg Formation strata, which form
vertically-oriented plumes of Upper San Andres Formation water
within the Grayburg Formation. These localities tend to be only

associated with one well, indicating that faults/fractures are
localized in small areas.

In contrast to his statements on the geologic basis for the seal between the Grayburg and San
Andres and the pressure differential confirming it is effective, Dr. Lindsay’s statements alleging
the presence of localized fracture pathways are not supported by any data and no sources
are cited to corroborate this statement. There is no discussion as to which Grayburg well or
wells he contends produced San Andres aquifer water or how he was able to diagnose the
purported plumes as water from the San Andres. No chemistry data is presented in his study
nor has any chemistry data been provided by Empire to confirm these statements. If water

chemistry data is presented to show that San Andres aquifer water was produced from a Grayburg
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production well, the sample would need to have been collected before waterflood operations
commenced in November 1986 when San Andres water was injected into the Grayburg as makeup
water.

126. In support of the contention that fracture networks exist between the San Andres
and Grayburg, Empire and Dr. Lindsay cited a fracture study conducted on the EMSU 679. They
claim this study is evidence showing that the seal between the Grayburg and the San Andres aquifer
is compromised. This is not the case. Dr. Lindsay confirms that this fracture study is limited to the
Grayburg in the first paragraph of the study (OCD 23614-17: 00281).

One hundred and twenty feet of oriented core, through the Grayburg
Formation in the base of zone 4, all of zone 5, and the upper half of
zone 6, was analyzed for fractures orientation in the EMSU well no.
679 (Fig.1). Three hundred and thirteen (313) fractures were
measured (Fig. 2). Most fractures are small, discontinuous, en
echelon, vertical breaks that have average lengths of only a few

inches. A few intervals contain longer, more continuous vertical
fractures with lengths of 1 to 3 feet (Fig. 3).

Goodnight Exhibit B-26 (emphasis added).

127.  The fracture analysis shows that the deepest rock analyzed for fractures is no deeper
than 4,180 feet. The San Andres top for this well is at 4,268 feet, 88 feet deeper than the base of
the analysis. This fracture analysis was not conduced in the confining layer that separates the
Grayburg from the San Andres aquifer and therefore does not show that the confining layer is
compromised. The largest fractures observed in the study were only three feet in length and were
located significantly above the confining layer at a depth 4,130 feet. Fractures that extend a
maximum of three feet are not nearly long enough to connect the Grayburg to the San Andres,
which is nearly 90 feet below the deepest rock analyzed. Additionally, the deepest fractures found
in the study, at about 4,180 feet, were found to only extend a few inches. This study does not

show that the upper San Andres confining boundaries are compromised by fractures.
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128. Goodnight Exhibit B-27 shows the log for the EMSU 679 on the left and a graph

of the vertical permeability measurements from the core data on the well. The Goodnight pick for
the top of the San Andres is shown at 4,268 feet. The exhibit shows the confining layer that
separates the San Andres from the Grayburg by the long interval of non-permeable rock just below
the San Andres top that is at or very near OmD. This shows that the confining layer is real and
effective, especially when married to the fact the zone below this confining layer is under a
different pressure regime than the Grayburg above it, as demonstrated above.

129.  Empire shows that the EMSU 239 had produced abnormally high volumes of water
as of 1981, before the EMSU waterflood commenced in 1986. Empire claims this is indicative of

communication between the Grayburg and the San Andres aquifer. Goodnight Exhibit B-28

refutes this claim and establishes the reason for the high water production for this well in 1981.
The exhibit shows the EMSU 239 in a cross-section with two direct offset wells, the EMSU 230
and EMSU 238 with their mechanical configuration as of 1981 (note that the log for the EMSU
239 did not make it to the TD of the well). These wells were open-hole completed as shown by the
green bars in the depth columns. The EMSU 239 well had an open-hole completion from 3,800-
3,946 feet. This well was open and producing from below the oil-water contact (“OWC”), which
explains the high-water production values in 1981. The near offset wells shown in the cross-
section, the EMSU 230 and 238, had similar open-hole completions but were not drilled below the
OWC. These wells had much lower water production values in 1981 as a result. If water was
migrating from the San Andres, immediately adjacent offset wells to the EMSU 239 would
have similar water production values. The fact that they did not indicates that the EMSU
239’s open-hole completion below the OWC caused the high water production for this well,

not infiltration from the San Andres.
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130. Additionally, if the previous operators of the EMSU had confirmed that there
was San Andres aquifer communication with the Grayburg in this area they would not have
converted the EMSU #1, a direct offset well to the EMSU 239 about 1,320 feet away, into a
San Andres disposal well. That would make no operational sense. Empire continues to use
the EMSU #1 as a disposal well to this day. Empire’s continued injection into the San Andres
would be directly contributing to this problem. If Empire truly had concerns about communication
between the San Andres and Grayburg it would discontinue its own offsetting injection.

131. The EMSU has a long history of San Andres disposal that has never interfered with
Grayburg production. As discussed above, San Andres disposal in and around the EMSU has been
ongoing since 1960—decades before the EMSU was formed. As of September 2018, a total of
about 131.5 MM Bbls of water have been injected into the San Andres aquifer in and around the
EMSU by third-party commercial disposal operators when Goodnight commenced injection into
its first San Andres disposal well in the area. There were never claims, by any of the previous
EMSU operators, that San Andres disposal interfered with Grayburg production or EMSU
operations. Empire, to date, has not shown any evidence that San Andres disposal has
interfered with Grayburg production or EMSU operations.

132.  The San Andres aquifer is segregated from the Grayburg as shown by multiple
datasets. Goodnight disposal operations in the San Andres will not interfere with Empire’s ongoing
operations in the Grayburg. Core data presented above shows a thick impermeable barrier at the
base of the Grayburg that isolates disposal operations from shallower oil operations. The ultimate
test that this permeability barrier is real and effective is the fact that the Grayburg and San
Andres have different pressure systems associated with each formation demonstrated by the

data discussed above, which is echoed by Empire’s experts. No data has been presented to
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show that this confining layer is compromised in any way. There is also no indication or
evidence that disposal water has encroached on any Empire producing well in the Grayburg.

133. The San Andres in and around the EMSU is a world class disposal reservoir that is
ideal to support New Mexico’s oil producers. It is a textbook example of ideal characteristics one
hopes for in a disposal reservoir and the state of New Mexico should be incentivized to protect it
as such.

Injection Will Not Affect Underground Sources of Drinking Water or Freshwater

134.  The deepest underground source of groundwater is the Rustler formation at a depth
of approximately 1,345 feet. Water well depths in the area range from approximately 195 feet to
213 feet below ground surface. There are no underground sources of drinking water below the San
Andres injection interval.

135. Based on this review and analysis of freshwater, the geologic seals above and below
the injection interval, and the significant vertical offset between the injection zone and shallow
zones containing freshwater, it is my opinion that the proposed injection will not threaten drinking
water sources or zones containing freshwater.

136. Empire claims that San Andres injection will migrate about 4 miles to the west and
into the Goat Seep aquifer. These claims are not backed by facts. The Goat Seep aquifer is
stratigraphically equivalent to the Queen and Grayburg formations, as shown in Goodnight
Exhibit B-29. The San Andres is stratigraphically equivalent to the Lower Brushy Canyon
and Bone Spring Lime, not the Goat Seep aquifer. As discussed above, the top of the San
Andres has an effective confining layer that not only isolates the San Andres from the
Grayburg but also isolates it from the Goat Seep due to the fact the Grayburg and Goat Seep

are stratigraphically equivalent. A bold line on the exhibit highlights the boundary between the
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Grayburg and San Andres showing that the San Andres is not contiguous to the Goat Seep at any
point across the Basin.

137.  Not only does Empire’s claim make no sense geologically because the San Andres
and Goat Seep formations are not contiguous, but Empire also has presented no evidence that San
Andres volumes are reaching, or have ever reached, the Goat Seep aquifer or have ever been
documented to be in communication with it. This allegation is pure conjecture and not feasible
where the San Andres is substantially under-pressurized.

138. Even if the San Andres and Goat Seep aquifer were somehow in communication,
there is no mechanism to drive communication between the two geologically separate zones.
Arguably, water that Empire injects into the Grayburg, which is stratigraphically connected to the
Goat Seep and is over-pressured, has a higher likelihood of communicating with and
contaminating the Goat Seep aquifer than Goodnight’s San Andres injection. Empire has presented
no feasible explanation for how disposal into the San Andres is a greater risk to the Goat Seep than
Empire’s own waterflood operations are in the Grayburg.

139. Moreover, Empire’s own experts agree that the Goat Seep is isolated from the
San Andres. The following is an excerpt from a 2012 RPSEA report authored by Dr. Trentham,
Mr. Melzer, and Mr. Vance that states the following:

[Dr. Lindsay] also documented that the San Andres has a sulfate rich
“pbottom water drive” which is sourced from the Sacramento
Mountains and a sulfate poor “edge water drive” in the Grayburg,
sourced from the Guadalupe Mountains. This supports the concept
that the concept that the San Andres is hydrologically separated

from the Goat Seep Reef (Grayburg) and therefore separated from
the Capitan Reef.

Goodnight Exhibit B-30 (emphasis added).Empire’s claim that the Goat Seep is at risk is

contradicted by their own experts.
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140. Goodnight Exhibit B-31 are the geology and engineering statements that |

prepared for Case Nos. 23614-23617 and 24123. They confirm | have reviewed the available
geologic and engineering data and have found no evidence of a hydrological connection between
the proposed injection intervals and any underground sources of drinking water. In addition, the
casing strings have been designed to ensure that there will be no hydrologic connection between
the injection interval and overlying underground sources of drinking water.

The San Andres Aquifer is Not a ROZ Target in the EMSU and not Prospective for
Hydrocarbons

141. A residual oil zone, or ROZ, has been defined in literature as being analogous to
conventional oil zones that are in the late stages of waterflood operations when oil production
nears zero. Main pay intervals at the late stage of waterflood operations typically bring oil
saturations down to 20-40%. ROZs have been waterflooded by “mother nature’s” waterflood
where oil saturations, like a conventional waterflood, have brought oil saturations down to about
20-40%. This assumes that the area swept by mother nature’s waterflood had oil saturations to
begin with. Therefore, ROZ are defined as long intervals (200-400 feet) of oil saturations in the
20-40% range.

142. Core data from wells drilled in the EMSU confirm that a potential ROZ interval in
the EMSU is limited to the Grayburg. Empire’s witness, Mr. Melzer, has authored two papers of
particular note on this topic, Residual Oil Zone Exploration: Rethinking Commercial Reservoir
Models and the Residual Oil Zone “Cookbook-. Both papers conclude that “many ROZs are oil
wet and contain, by definition, between 20-40% oil saturation”.

143. Goodnight Exhibit B-32 shows a comparison of two graphs showing oil

saturations. The graph on the first page is from the referenced publications and shows core oil

saturations from the Goldsmith-Landreth San Andres Unit, a known and producing ROZ field. The
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20% oil saturations cutoff is shown by the horizontal red line. The gas cap interval is shaded in
red, the main oil pay zone in green, and the ROZ interval in blue. Oil saturations from the ROZ
zone range from 20%-60% matching the published definitions for ROZ oil saturations. The base
of the ROZ is shown by the drop in oil saturations to below the 20% cutoff. This well in the
Goldsmith-Landreth Unit is the gold standard for defining the base of an ROZ.

144.  The graph on page two shows a well from the EMSU, the EMSU 679. This is a
similar display of core oil saturations from the core report which covers the lower Graybrug and
the uppermost section of the San Andres. The deepest that consecutive oil saturation
measurements that are above 20% occurs at -652 feet subsea. The San Andres top occurs at
-672 feet subsea in the EMSU 679. This oil saturation data shows that a potential ROZ zone
(by Melzer’s definition) is confined to the Grayburg interval.

145.  The graph on the third page shows multiple well core oil saturations from EMSU:
The EMSU 679 (green dots), EMSU 649 (yellow dots), and the RR Bell #4 (purple dots) to show
the full oil producing zone in the EMSU. Dr. Lindsay and Mr. Melzer have stated that the analog
to ROZ zones are production-mature, main pay zones that have undergone secondary waterflood
operations. Waterflooded main pay intervals generally still have oil saturations that range from
about 20-40%. ROZ zones that have been swept by “mother nature’s waterflood” are
expected to also have 20-40% oil saturations, according to Mr. Melzer and Dr. Trentham.
Dr. Lindsay and Mr. Melzer have discussed in their testimony and publications that there is
little difference between a main pay zone that has been waterflooded and a ROZ. This graph
shows that the potential ROZ is limited to the Grayburg at the EMSU and matches the
description given by Dr. Lindsay and Mr. Melzer. The main pay zone has an average oil

saturation of 18.64% after decades of waterflood operations and the ROZ interval in the lower
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Grayburg has a similar oil saturation of 18.28%. The cored interval below the base of the ROZ
starting at -652 feet subsea has an average oil saturation of only 7.11%. This data further confirms
that the ROZ interval in the EMSU is limited to the Grayburg.

146.  Further proof that the San Andres is not prospective can be found in the EMSU’s
water supply wells, which have thoroughly tested the San Andres. The EMSU #457, #458, #460,
#461, and #462 water supply wells are all within the EMSU boundary and proximal to Goodnight’s

proposed and active SWD wells. As shown in Goodnight Exhibit B-18, the EMSU water supply

wells have produced a combined total of approximately 350 million barrels of water from

the San Andres over more than 30 years with no show of oil. Three hundred fifty-million

barrels over three decades with no oil production is a sufficient test to confirm that the San
Andres is devoid of hydrocarbons here.

147. In addition to the water supply wells testing the San Andres, the EMSU #746 is a
well that was drilled by XTO in September 2005 to test the San Andres for oil production
from the top to the base of the formation. The well tested seven zones throughout the San
Andres from 4,100 feet to 5,138 feet and produced 100% water on multiple swab runs and
pumping tests.

148. On September 19, 2005, the first four zones were perforated in the lower San
Andres from 4,990 feet to 5,138 feet. The well was then flowed and swabbed 110 barrels of water
over two days with no oil recovered. A cast iron bridge plug was then set at 4,755 feet to abandon
the lower San Andres perforations. On September 23, 2005, three zones in the upper San Andres
were perforated from 4,100 feet to 4,340 feet and swabbed 300 barrels of water over two days with
no oil recovered. These upper San Andres perforations were tested again October 18, 2005, when

the well pumped 1,287 barrels of water and no oil during a 24-hour pump test. On December 15,
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2005, a cast iron bridge plug was set at 4,210 feet, abandoning more of the San Andres perforations
and zones in the lower Grayburg were added. The last remaining San Andres perforations that had
not been abandoned (4,100-4,110 feet) were isolated and tested again 100% water. On December
31, 2005, a 24-hour pump test was run on the last remaining San Andres perforations along with
the open lower Grayburg perforations and made 1,600 barrels of water and no oil. The well was
then shut-in for evaluation. On June 16, 2005, a cast iron bridge plug was set at 3,950 feet
permanently abandoning the San Andres.

149. The EMSU #746 tested multiple zones throughout the San Andres interval
multiple times but no oil was ever recovered. There could be oil with saturations less than
20% in some of these zones but ROZ experts, including Empire’s own expert witnesses, state
that less than 20%b oil saturation does not meet the definition of a ROZ.

150. Goodnight Exhibit B-33 shows the Nutech interpreted log of the EMSU #746

along with the swab and pumping tests from the well file that were discussed above. The top of
the San Andres is shown in red at 4,195 MD. Blue shaded intervals on the log are the perforated
intervals that tested 100% water, green shaded intervals are perforated intervals that tested oil (all
in the Grayburg), and gray shaded intervals are perforated intervals that tested 100% water and
were squeezed. Left of the log are the average of the Nutech calculated oil saturations (So) from
the water/oil saturation track annotated in the log header for each of the perforated intervals tested
for hydrocarbons. The water/oil saturation track has the porosity curve that is filled proportionally
with the fluid saturations calculated by Nutech to occupy that pore space. Black is oil saturation,
light blue is free water saturation, and cyan is irreducible water saturation.

151. The point of the exhibit is that the Nutech calculated oil saturations do not

match the production tests. Nutech calculates oil saturations in the San Andres that would

54

Released to Imaging: 8/26/2024 3:58:01 PM



Received by OCD: 8/26/2024 3:01:14 PM Page 56 of 173

have produced oil if its interpretation was correct. Note that the interval from 4,100-4,110 feet
is shown to have an oil saturation of 73% and is calculated to be at an irreducible water saturation
shown by the lack of light blue color fill that denotes free water in the water/oil saturation track on
the log. If an interval is at irreducible water saturation, it should produce oil free of water. This
zone tested 100% water multiple times. This shows that Nutech’s calculation of oil and water
saturations are invalid. The Nutech analysis over states oil. The fact that this interval tested 100%
water invalidates the calculated oil saturations (73%) and proves the analysis is not, and does not,
calibrate to real world tests.

152. The EMSU 746 is not Nutech’s only invalid log interpretation. Similar log
interpretation problems are apparent in the EMSU 658 and EMSU 660, which are the only
other wells that have logs and tested the San Andres, confirming that Nutech’s analysis is
invalid and unreliable.

153.  The EMSU 658 was drilled to a depth of 4,375 feet in November of 2005 and was
completed in February of 2006. The San Andres top in this well at 4,145 feet. The well first tested
six sets of perforations from 3,995-4,186 feet. Two sets of perforations were in the San Andres at
4,144-4,153 feet and 4,174-4,186 feet. The well history from the OCD well file shows the swab
tests from the interval between 3,995-4,186 feet that occurred from February 8, 2006, to February
11, 2006. A total of 117 swab runs were made over three days on these perforations and showed
100% water with no oil. The well was then completed in the main pay zone of the Grayburg.

154. Goodnight Exhibit B-34 shows the Nutech interpreted log for the EMSU #658

along with the swab and pumping tests from the well file that were discussed above. The San
Andres top is shown in red at 4,145 MD. Blue shaded intervals on the log are the perforated

intervals that tested 100% water, green shaded intervals are perforated intervals that tested oil (all
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in the Grayburg). Left of the log are the average of the Nutech calculated oil saturations (S, 57-
70%) from the water/oil saturation track annotated in the log header for each of the perforated
intervals that were tested for hydrocarbons.

155.  The exhibit shows that the Nutech calculated oil saturations do not match the
production tests. Nutech again calculates oil saturations that would have produced oil if it
existed at the saturations Nutech claims. The zones tested are calculated to have mobile oil and
are very close to irreducible water saturation shown by the lack of light blue color fill that denotes
free water in the water/oil saturation track on the log. If an interval is at irreducible water
saturation, it should produce oil free of water. These zones tested 100% water multiple times.
This shows that Nutech’s calculation of oil and water saturations are invalid and not reliable
estimations of future economic value.

156. The EMSU 660 was drilled in October 2005 to a depth of 4,448 feet MD and was

completed in December 2005. See Goodnight Exhibit B-35. The top of the San Andres in this

well at 4,121 feet. Six sets of perforations tested the upper San Andres from 4,126 to 4,239. These
perforations were swabbed multiple times from December 10, 2005, to December 14, 2005, and
tested 100% water. On December 28, 2005, a 24-hour pumping test was conducted on the well
where the well produced 1,100 barrels of water and no oil. On December 31, 2005, another 24-
hour pumping test was conducted where the well produced 4 barrels of oil and 1,200 barrels of
water. A final 24-hour pump test was conducted on January 10-11, 2006, where the well produced
3 barrels of oil and 1,057 barrels of water. In total the well was tested over multiple days and
produced 7 barrels of oil and 4,056 barrels of water. The operator then abandoned the San Andres

interval and set a plug at 4,000 feet before perforating the main pay interval in the Grayburg.
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157.  This test does not show any ROZ viability within Goodnight’s San Andres disposal
zone. The electronic well files demonstrate that this zone is not in communication with
Goodnight’s San Andres disposal zone that is utilized by multiple operators within the EMSU.
Goodnight Exhibit B-35 shows that the shut-in tubing pressure for the tested interval discussed
above was 300 PSI on December 13, 2005, and 250 PSI on December 14, 2005. If this zone were
in pressure communication with the under-pressured disposal interval in the San Andres aquifer,
the well would have shut-in on vacuum and not been able to hold a column of fluid.

158. Goodnight Exhibit B-35 shows the Nutech interpreted log of the EMSU #660

along with the swab and pumping tests from the well file that were discussed above and reflected
in Exhibit B-35. The San Andres top is shown in red at 4,126 MD. Blue shaded intervals on the
log are the perforated intervals that tested 99% water, green shaded intervals are perforated
intervals that tested oil (all in the Grayburg). Left of the log are the average of the Nutech calculated
oil saturations (So 64-73%), from the water/oil saturation track annotated in the log header, for
each of the perforated intervals that were tested for hydrocarbons.

159.  This exhibit shows that the Nutech calculated oil saturations do not match the
production tests. As with the previous interpreted logs, Nutech again calculates oil
saturations here that would produce oil. The zones that were tested are calculated to have mobile
oil and are very close to irreducible water saturation shown by the lack of light blue color fill that
denotes free water in the water/oil saturation track on the log. If an interval is at irreducible water
saturation, it should produce oil free of water. These zones tested 100% water multiple times.
This shows that Nutech’s calculation of oil and water saturations are invalid and not a

reliable indicator of future economic value.
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160. Nutech’s oil saturation calculations are concerning because they show oil
saturations in the San Andres so high that they would be defined as conventional oil zones, not
ROZ. Nutech calculates hundreds of feet in the San Andres with oil saturations above 60%.
If this were true, the San Andres would have produced some oil from among the
approximately 350 million barrels of water produced from the EMSU water supply wells
and it would have been developed as a conventional oil field long ago. How can Empire see
these calculations and not be concerned with the validity of the analysis? Empire claims ROZ and
not conventional oil zones. Empire put forth these petrophysical analyses as proof of a ROZ when
instead they should be skeptical of them as they do not match their own claims, nor do they even
approximate the history of the wells analyzed.

Goodnight’s Injection is Well Below the Potential ROZ Interval

161. Goodnight’s San Andres disposal zone is below any prospective ROZ interval

in the EMSU. Goodnight Exhibit B-36 is a cross-section that shows all SWDs in the EMSU and

one that is 176 feet from the EMSU boundary (Rice EME #33) with the date of first injection and
cumulative disposal volumes for each well. The location of the wells and the line of the cross-
section is shown by the inset map.

162. The cross-section shows the correlated formations tops for the Queen, Penrose,
Grayburg, San Andres, and Glorieta by the black lines that go from well to well. The EMSU gas/oil
contact is shown by the red/green dashed line at -100 feet subsea, and the EMSU oil/water contact
is shown by the green/blue dashed line at -325 feet subsea. The orange dashed line shows the base
of a potential ROZ interval at -652 feet based on the core data from the EMSU 679 shown in

Goodnight Exhibit B-32 and discussed above. The brown dashed line is the deepest indication of

sparce residual oil saturations that exist anywhere in the EMSU, based on calculated data from a
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single well log which XTO cites to in their sales brochure discussing the upside potential. Light
blue intervals shown on the logs are the perforated intervals that are being utilized for disposal.
The injection intervals for the Rice EME #21 and EME #33 are open-hole intervals. The Rice N11
does not have the perforated intervals in the OCD well file so the dark blue interval shows the
permitted disposal interval. The intervals that Goodnight uses for disposal operations are all
below the base of the deepest potential ROZ interval that is supported by data. None of the
Goodnight perforations are above the orange dashed line at -652 feet subsea or the brown dashed
line at -700 feet.

163. The only interval that meets the definition of a potential ROZ, as defined by
Mr. Melzer and Dr. Trentham with an oil saturation greater than 20%, is limited to the
Grayburg. The San Andres aquifer in this area was never saturated with conventional oil
saturations and was only a migratory pathway due to the lack of a trapping mechanism.
Therefore, it does not fit the ROZ model that conventional oil saturations were swept to ROZ
saturations. This model is limited to the Grayburg. Goodnight’s operations will have no impact on
that interval because there is a competent confining layer that separates the San Andres water
management zone from the Grayburg oil producing zone, as confirmed above. It should also be
noted that the Empire saltwater disposal well (EMSU #1), which is shown on the cross-section,
utilizes the same disposal intervals in the San Andres and Empire continues to operate this well.

164. There has been a long history of disposal operations in the San Andres within the
EMSU. Goodnight’s disposal operations had been ongoing in the EMSU vyears before Empire
acquired the field. Empire was aware, or should have been aware, of the water management aspects

of the San Andres when they acquired the EMSU.
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165. The San Andres aquifer is not a ROZ target in the EMSU. Core data from the San
Andres aquifer confirm that the San Andres does not contain oil saturations that meet the definition
of a ROZ as they are significantly below the 20% cutoff. The San Andres has been tested for oil
production in multiple wells over many decades. Six wells pulled more than 350 million barrels
of water from the San Andres over 30 years and never recovered a barrel of oil. The Nutech
petrophysical models for oil and water saturation are confirmed to be unreliable and invalid based
on production tests on the wells that were evaluated. Goodnight’s petrophysics and geology
experts identify additional disqualifying problems with Nutech’s assumptions, analysis, and
conclusions. All zones in the San Andres were calculated by Nutech to have significant saturations
of mobile oil, yet all of them tested at more than 99% water.

166. Goodnight is disposing into intervals significantly below the base of the of any
potential ROZ within the EMSU that is supported by data or a reasonable petrophysical
interpretation. The only viable ROZ interval that could be potentially developed is limited
to the Grayburg. Disposal operations in the San Andres aquifer will have no effect on that
development and have no impact on current or future Grayburg operations.

167. San Andres Reservoir Disposal Suitability

168. The San Andres aquifer, in and around the EMSU, is a world class disposal
reservoir that needs to be used to the benefit of the State of New Mexico to support the oil and gas
industry and mitigate water disposal challenges the state is facing.

169. The San Andres has proven capable of accepting large volumes of water at

high rates with only a small increase in reservoir pressure. Goodnight Exhibit B-37 is a table

showing how San Andres aquifer pressure has increased over time from injection in the Goodnight

SWDs. The data included in the table under the blue columns are empirical measurements. From
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left to right, the table shows the well name, the date the fluid level was taken, the cumulative
injected volume on that date, the shut-in time before the fluid level was taken, the shut-in tubing
pressure (SITP), the fluid level feet from surface, top perforation depth (MD), the middle point of
the perforated interval (MD), the base perforation depth (MD). The data shown in orange are
calculations starting with the calculated bottom-hole pressure at the middle of the perforated
interval, and the pressure gradient calculated at the middle of the perforated interval (PSI/ft).

170. This data shows that, the San Andres aquifer pressure increases minimally for
millions of barrels of water injected and that the San Andres aquifer is still significantly
under pressured. This is an ideal situation for a disposal reservoir and shows that the San
Andres can sustain high-volume injection for a long period of time before even reaching a
normal reservoir pressure. All other SWDs generally start their operational life at a normal
reservoir pressure and increase from there. The Goodnight SWDs will be able to inject tens of
millions of additional barrels before they even reach the starting reservoir pressure of a 0.465
gradient and start a normal SWD well life.

171. Additionally, this data shows an interesting fact. The Piper 26 #2 SWD is the
oldest of the Goodnight disposal wells in the area. This SWD was shut-in for two months at
a time when injection volumes on Goodnight’s LIano System were low due to high volumes
of water re-use in the field. The fluid level in the Piper SWD dropped 362 feet during that
time, indicating the reservoir pressure at that well has dropped 165 PSI even with a
cumulative disposal volume of more than 26MM BW. This is an indication that the San
Andres can distribute pressure over a large area in a short amount of time.

172.  All this data, the aquifer pressure minimally changing after millions of barrels have

been injected, as well as the drop in reservoir pressure seen at the Piper SWD, is a strong indication
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that the San Andres reservoir is very large and has exceptional storage capacity. In total, about
313MM BW have been injected in and around the EMSU since 1960. Empire estimates that
576MM BW have been injected in the grater Eunice area spanning from the North Monument Unit
down to the Arrowhead Grayburg Unit just from Rice/Permian Line and Goodnight SWDs. There
are other operators that Empire has not accounted for in this area, so Empire’s injection estimate
is conservative. Even with this large volume of water injected in the San Andres the reservoir is
still well below a normal pressure gradient and still consistently returns to vacuum on shut-in. This
is a world class disposal reservoir that New Mexico should be glad to have in its state to
support the water disposal needs of the oil and gas industry.

CONCLUSION

173. In conclusion, Goodnight Midstream Permian LLC has demonstrated a robust and
sustainable approach to managing produced water through its comprehensive Llano System
pipeline and SWD infrastructure. By effectively transporting and disposing large volumes of
produced water, the company mitigates environmental risks while supporting substantial oil and
gas production in the state. Strategically targeting the under-pressured San Andres formation for
disposal highlights Goodnight Midstream’s commitment to sustainable and long-term solutions.
Goodnight’s operations not only support the industry’s water management needs but also
contribute significant revenue to the state of New Mexico and its stakeholders.

174. The geological review of the current injection wells and proposed injection reveals
a meticulous approach to ensuring safe and effective disposal. The detailed analysis of the
geological formations penetrated by Goodnight SWDs underscores the suitability of the San
Andres aquifer as a disposal zone. The selected injection zone within the San Andres aquifer is

characterized by its ability to sustainably accept large volumes of produced water at very low
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operating pressures. The presence of impermeable layers above and below the injection interval
effectively contains injected fluids, thereby preventing upward or downward migration. This
geological integrity, combined with Goodnight Midstream’s operational expertise, ensures that
disposal operations do not compromise overlying production from the Grayburg at the EMSU or
freshwater sources.

175. The extensive data on pressure differentials between the Grayburg and San Andres
aquifer confirm the presence of an effective geologic barrier between the two formations. This
data provides conclusive evidence that disposal operations in the San Andres will not interfere
with current or future EMSU operations in the Grayburg main pay zone or any potential ROZ
interval. It also establishes that the Grayburg reservoir and San Andres aquifer are distinct geologic
zones that are functionally severed and do not act as a single reservoir.

176. The analysis of core data and historical production tests confirms that the San
Andres does not meet the criteria for a ROZ. San Andres oil saturations are well below the defined
20% cutoff as defined by Empire’s own ROZ experts. Goodnight Midstream’s disposal operations
are confined to intervals below the prospective ROZ, ensuring that its activities do not interfere
with potential hydrocarbon production in the Grayburg formation anywhere within the EMSU.

177. For these reasons, Empire’s motions to revoke Goodnight’s injection authority
should be denied and Goodnight’s permit applications for new disposal wells, as well as its request
to increase the authorized injection rate for its Andre Dawson SWD, should be granted.

178. | affirm under penalty of perjury under the laws of the State of New Mexico that
the foregoing statements are true and correct. | understand that this self-affirmed statement will be
used as written testimony in this case. This statement is made on the date next to my signature

below.
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Preston McGuire

5420 Dennis Ave.
Fort Worth, TX 76114
Pmcg1992@yahoo.com / (575) 937-5351
linkedin.com/in/preston-mcguire-382771129/
Summary of Skills:

As a geologist currently specializing in saltwater disposal wells and underground storage reservoirs. | have a
proven track record of using my skills in geology, reservoir engineering, and operational management to
contribute to the successful development of permanent, large-volume disposal reservoirs. These skills are
also applicable to CO2 sequestration and gas storage. My work involves analyzing geological data to identify
and evaluate suitable reservoirs for disposal and managing the drilling and completion of disposal wells. | am
skilled in monitoring and managing reservoir performance, including pressure and flow rate, and using this
information to optimize disposal operations (i.e. pipeline balancing/optimization). In addition, | have
experience developing plans for induced seismicity mitigation to ensure safe disposal operations.

Work Experience:

Goodnight Midstream, Geology and Reservoir Engineering Manager, September 2023-Present
Responsible for various aspects of the company's operations, involving the evaluation and troubleshooting of
existing produced water injection wells and the selection of new disposal sites/zones to meet specific
reservoir capacity and economic development criteria. Worked in close collaboration with the Business
Development/Finance, Land, Regulatory, and Engineering groups to achieve common business goals.
Served as regulatory lead in New Mexico, Texas, and North Dakota for all SWD regulatory filings.

Duties: Managed the Geology and Reservoir Engineering personnel. Provide geologic and reservoir analysis
to support project decision making. Analyze SWD performance metrics, including flow rate vs. pressure, Fall-
off tests, and step-rate tests to assess reservoir performance and well life. Perform analysis to understand
and mitigate induced seismicity risk for injection wells. Provide mechanical and operation enhancement
recommendations for existing assets. Serve as technical representative for company in meetings and
conferences.

-Senior Geologist, May 2021-September 2023

Worked as a subsurface team lead for Texas assets with a team of geologists and engineers conducting
geological assessments for saltwater disposal sites, resulting in optimized injection well placements and
increased disposal capacity. Assisted finance team in evaluating oil & gas production of current and potential
clients to underwrite gathering contracts.

Duties: Prepare comprehensive technical reports and presentations summarizing geological findings,
reservoir analyses, and disposal system performance for management and stakeholders. Identify and
address operational challenges, proposing and implementing innovative solutions to enhance injection
efficiency and reduce costs. Monitored injection data to analyze well health and current injection capacity and
optimize pipeline balancing. Performed oil and gas production analysis of potential customer leaseholds to
forecast and underwrite cashflows. Served as company representative on multiple industry groups that
advises regulators in developing regulations that are needed and operationally feasible.

BEFORE THE OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
Exhibit No. B-1
Submitted by: Goodnight Midstream Permian, LLC
Hearing Date: September 23, 2024
Case Nos. 23614-23617, 23775,

24018 - 24020, 24025, 24123
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-Geologist, May 2017- May 2021

Worked as a geologist on a multidisciplinary team to locate, drill, complete, and monitor saltwater disposal
wells in Texas, New Mexico, and North Dakota.

Duties: Perform detailed geological mapping and interpretation using industry-standard software to identify
optimal locations for saltwater disposal wells (structure contour, isopachs, net pay, pore volume). Analyze

well logs and interpret subsurface data to evaluate reservoir characteristics and optimize reservoir utilization.

Developed structural analyses and stratigraphic framework of multiple geologic horizons and conducted
petrophysical analyses to identify reservoirs with suitable characteristics to support SWD viability and
longevity. Involved in SWD permitting process in New Mexico and Texas working with regulators to achieve
approved injection permits.

Antero Resources, Geologic Intern summers of 2015 & 2016

Skills learned: Working within a multidisciplinary team for an E&P company to achieve a common goal and
becoming familiar with the E&P process from prospect to market.

Duties: Mapping project of Upper Devonian shales in eastern Kentucky and western West Virginia. Project
included structure contour maps and pay zone isopach maps produced in Petra.

Paragon Geophysical Services, Geotechnical Intern summer of 2014

Skills learned: Designing spreads of seismic shoots as well as working with the seismic data files.

Duties: Assisted in designing the spread and layout of extensive seismic surveys in the U.S. and Canada
using Mesa and DeLorme XMap 8. Gathered and uploaded raw seismic data from crews for the client’s
geoscientist.

Western State Colorado University, Research Assistant to Dr. Allen Stork, 2013-2015
Skills learned: GIS experience and lab techniques.
Duties: Digitized geologic quadrangles for use in GIS and completed general petrographic work.

Education:

Texas Christian University

M.S. in Geology

Thesis: U-Pb detrital zircon signature of the Ouachita Orogenic Belt, Advisor: Xangyang Xie
May 2017. GPA: 3.8/4.0

Western State Colorado University
B.S. in Geology with an emphasis in Petroleum Geology, minors in Mathematics and Psychology
December 2014. GPA: 3.3/4.0; Geology 3.6/4.0

Accomplishments & Memberships:

NMOGA Company Representative 2019-Present
e Served on NMOGA Delaware Mountain Group Capacity Technical Team
e Served on NMOGA Deep Disposal & Seismicity Technical Team
TXRRC SRA Company Representative
TXOGA Company Representative 2019-Present
Imperial Barrel Award team member, TCU 2016
Fort Worth Geological Scholarship, Fort Worth Geological Society 2016-2017
Petroleum Geology Award/Scholarship, Roswell Geologic Society, 2011-2017
AAPG Student Chapter Member 2012-2017, Treasurer 2013-2014
Mountaineer Award/Scholarship, Western State Colorado University, 2010-2014
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