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HEARI NG OFFI CER ORTH: Good nor ni ng.
My nane is Felicia Orth, hearing officer tasked with
conducting a hearing in OCC 26483, relating to the
pl uggi ng of orphan wells and financial assurance.
We have reached anot her public coment session.

" mjoined here by Chair Chang and
Comm ssi oner Amponmah. | see Comm ssioner Bl oom on
the platformthis norning.

| do have a nunber of nanes of fol ks that
"Il call out one at a time. And I'lIl turn to the
fol ks both on the platformand in the room Just a
fewthings, I'll ask you to state and spell your
first and | ast nanme because we are making a
transcri pt.

The Commi ssion rules require that | ask

you to swear or affirmthat you will tell the truth
and will ask you to keep your comrents to three
mnutes. In the event you have nore to say than

that, please submt your witten comments to Sheil a
Apodaca, the Conmi ssion adni nister.
Do we have Layne Moss with us, either in
the roomor in the platfornf
M. Mss, can you unnute yourself?
LAYNE MOSS: Ms., not M.
HEARI NG OFFI CER ORTH: Ch, very
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sorry. Thank you, Ms. Moss.

LAYNE MOSS: You're wel cone.

HEARI NG OFFI CER ORTH: Wbul d you
spell your first and | ast nanme, please.

LAYNE MOSS: L-A-Y-NE, MO S-S.

HEARI NG OFFI CER ORTH: Thank you. Do
you swear or affirmto tell the truth?

LAYNE MOSS: | do.

HEARI NG OFFI CER ORTH: All right.
"1l start your tine.

LAYNE MOSS: Did you ask ne a
guestion?

HEARI NG OFFI CER ORTH: Oh, no, ma'am

This is the tinme for you to make a statenent. o

ahead.
LAYNE MOSS: OCh, |'m sorry.
Good norning to everyone. M nane is
Layne Moss. | have lived in New Mexico for seven
years, having noved here fromArizona. | grew up in

West Virginia and noved to Charlottesville,

Virginia, where | entered the insurance industry.
After alnost five years, | noved to Washi ngton, DC,
where | worked in an insurance agency for al nost ten
years and becane a vice president.

We chose to nmove West, so we |ocated in
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Scottsdal e and |l ater North Phoeni x. Phoenix was
very small then.

Later, ny daughter and | noved to Honol ulu
where she graduated fromcri m nal school and opted
to nove back to Arizona. | remained in Honolulu and
conti nued working in the whol esal e i nsurance
i ndustry. This was an exciting change for ne.

| was 70 years old when | retired as a
seni or vice president to care for nmy ailing husband.
After he passed, many whol esalers attenpted to
entice nme back to work. After a total of 44 years
in this business, | felt it was tine to retire for
good.

Ending up in the beautiful state of New
Mexico with ny husband, who retired fromthe United
States Navy submari ne service and enjoying the great
climate and the history of New Mexico, | have becone
very concerned about keeping the cost of |iving
af fordabl e, not only for retirees on a fixed incone,
but for people in the small comrunities in this
st at e.

I ncreasing the cost of operating both
small and | arge oil and gas conpani es by the sane
amount is absolutely inequitable. The current cost

of the projected increase is totally unfair and
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shoul d be rethought.
The demand for these huge fees would
| npact everyone by increasing the cost of |iving,
especially seniors on fixed incomes. Also smaller
comunities would be inpacted as well.
Pl ease consi der the inpact on the oil and
gas industry as well as the citizens of this state
i f these fees are increased so dramatically. | want
to thank the O 1 Conservation Conm ssion for their
tireless efforts to nake this happen for all of us
I n New Mexi co.
Thank you very nuch.
HEARI NG OFFI CER ORTH: Thank you,
Ms. Moss.
Ken Hughes, do we have Ken Hughes? OCh,
Ken Hughes is in the room
M. Hughes, if you would join us up here.
LAYNE MOSS: | cannot understand what
you said. Ckay.
HEARI NG OFFI CER ORTH: M. Hughes, if
you woul d spell your first and | ast nane, please.
KEN HUGHES: Yes, m' am Ken Hughes,
K-E-N, HHUGHE-S.
HEARI NG OFFI CER ORTH: Do you swear

or affirmto tell the truth?
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KEN HUGHES: | do.
HEARI NG OFFI CER ORTH: Thank you.
"1l start your tine.
KEN HUGHES: Good nor ni ng,
conm ssioners. |'mhere in support of stronger
rul emaki ng to noderni ze New Mexi co's bondi ng and
cleanup rules. These rules wll protect New
Mexico's land, air, water, health, and taxpayers.
They can also | ead to new uses of old wells.
VWhen | worked across the hall here at the
Ener gy Conservation and Managenment Division for 13
years, our staff delved into various way of storing
energy. One of the nore intriguing options
suggested by a Los Al anpbs scientist, Mark Bi beaul t,
was m crohydro, which takes advantage of el evation
changes of at |east 300 -- or 500 feet that generate
and store energy.
We now have a law this year that, Wel
Repur posi ng Act sponsored by State Representative
Andrea Ronero that allows, quote, "the conversion of
oil and gas well into a facility that provides or
supports energy storage or geothernmal energy
devel opnent," unquote.
So rather than keeping wells |linping al ong

produci ng a handful of gallons of oil and gas just
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to avoi d abandonnment costs, it's tinme to take
advant age of the new | aw and not just abandon but
convert wells into nuch nore useful purposes of
energy storage and geot hermal devel opnent.
Bottomline is, if you drill it, clean it.
Thank you very nuch.
HEARI NG OFFI CER ORTH: Thank you,
M . Hughes.
Next | have John Hoyt. Do we have
M. Hoyt on the platform perhaps?
By the way, if you have dialed in using a
phone, you can press star-5 to raise your hand.
Al right. Let's nove to Kevin Bean. Do
we have Kevin Bean?
KEVI N BEAN: Good nor ni ng.
HEARI NG OFFI CER ORTH: Good nor ni ng.
KEVIN BEAN. My nane is -- ny nane is
Kevin Bean, and that's K-E-V-I-N, B -- B, as in boy,
E- A- N
HEARI NG OFFI CER ORTH: Thank you. Do
you swear or affirmto tell the truth?
KEVI N BEAN: | do.
HEARI NG OFFI CER ORTH: Thank you. Go
ahead.

KEVIN BEAN. | amcalling in support
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of the rul emaking to nodernize New Mexico's bondi ng
requirements for oil and gas wells. This seens very
sensible to nme that -- that those bonds should be
adequate to cover the cleanup costs once those wells
have reached the end of their expected lives and
have to be taken care of, least not fall through the
t axpayers in New Mexi co.

And addressing the first coment that we
heard this norning fromthe -- from Ms. Mss,

Ms. Mss, I'll just point out that if those bonds
don't cover the cost of reclaimng and cl eaning
those wells, then we're all going to pay for it
regardless. So it's much better to have that noney
up front. And it is a cost of doing business in
this state. That only nmakes sense to ne.

This probl em has gone on far too |ong on.
|"mvery heartened to see that the G| Conservation
Di vision has seenmed fit to address this issue now
and to nodernize these rules so that these costs
will be paid for by the people who are nmaking the
noney who are in this business, and then it won't
follow the taxpayers to have to figure out where to
get the noney to clean this up.

That's nmy comment.

HEARI NG OFFI CER ORTH: Thank you,

Page 9

Veritext Lega Solutions

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




© 00 N o O b~ W DN PP

N NN N NN P P P P P PP PPk
o A W N B O © 0 N O O b W N B+~ O

M. Bean.
Sayre Gerhart. Sayre Gerhart.
OCh, all right. This is Jason Moral es.
M. Morales, can you unnmute yourself? You
m ght have to press control-shift-Mto unnute.
It Iooks Iike you' re unmuted. On.
JASON MORALES: Can you hear ne?
HEARI NG OFFI CER ORTH: Now | can.
Hello. Would you spell --
JASON MORALES: Can you hear ne?
HEARI NG OFFI CER ORTH: Yes, | can.
Woul d you spell your first and | ast nane.
Hell o. Wbuld you spell your first and
| ast nanme, please.
JASON MORALES: It's J-A-S-O-N,
M O R-A-L-E-S.
HEARI NG OFFI CER ORTH: Thank you. Do
you swear or affirmto tell the truth?
JASON MORALES: | do.
HEARI NG OFFI CER ORTH: Thank you.
"1l start your tinme.
JASON MORALES: Good norning. M
name i s Jason Morales. |'ma 55-year |ifelong
resi dent of New Mexi co.

I work as an engi neer at the Departnent of
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11
Def ense here in New Mexico. |'mhere today to

express ny concerns regardi ng these proposed

regul ations on the oil and gas industry. | want to
be clear, | support oil and gas devel opnent in New
Mexico. It's a vital part of our econony, providing

good paying jobs for our famlies across the state,
and generating significant revenue that funds our
school s, hospitals, and educati on.

And inportantly, a strong donestic oil and
gas industry is crucial to our national security.
Not | ong ago the United States achi eved energy
i ndependence | argely due to our donestic oil and gas
producti on.

These proposed regul ations threaten this
I ndependence, making us nore vul nerable. This
nati onal security elenment is personally inportant
(connection lost) to protect our nation. These
(connection | ost) ordi nance have sonet hi ng not
practical, and they put inpacts on all independent
oil and gas conpanies, the very backbone of our
I ndustry.

These conpanies, unlike the | arger
corporations, often (connection lost) is your pride
of your ma-and-pa businesses. |In fact (connection

| ost) to shut down neans | ost jobs (connection |ost)
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12
this opposition that seeks to elimnate oil and gas
al toget her (connection lost). W cannot sinply shut
down or make an industry (connection |lost) wthout a
vi abl e (connection lost) critical services.

"' m not against that environnment
(connection | ost) safeguards (connection |lost) for a
reasonabl e --

THE REPORTER: [|'msorry. Are you
getting all this? 1It's going in and out.

JASON MORALES: -- that are --

HEARI NG OFFI CER ORTH: Hol d on,
M. Moral es.

JASON MORALES: -- does that --

HEARI NG OFFI CER ORTH: To the court
reporter, no. M. Mrales is cutting out, so just
pl ease capture what you can.

And to M. Morales, you ve been cutting
out, and |I'm happy to let you finish your statenent
verbally, but I think it would al so be a good idea
for you to email it to Sheila Apodaca. Go ahead.

JASON MORALES: | can do that.

HEARI NG OFFI CER ORTH: Terrific.
Thank you.

JASON MORALES: (Connection | ost).

HEARI NG OFFI CER ORTH: You're cutting
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13

out again, M. Mrales. So we can't really hear

you.

JASON MORALES: Hell o?

HEARI NG OFFI CER ORTH: Hello. Thank
you.

JASON MORALES: Should I --

HEARI NG OFFI CER ORTH: | f you woul d
pl ease email|l your -- email your statenment to Sheila
Apodaca, and it will be part of the record.

JASON MORALES:  Sure.
HEARI NG OFFI CER ORTH:  Shei l a, |
think we're going to have to nove on here.
" msorry, M. Morales.
| see John and Lisa Hoyt on the screen.
Can you unnute yourselves?
Now | can --
LI SA HOYT: That will work?
HEARI NG OFFI CER ORTH: Yes, it does.
LI SA HOYT: Can you hear?
HEARI NG OFFI CER ORTH:  Yes.
LI SA HOYT: Wbnderful. Thank you.
HEARI NG OFFI CER ORTH: So woul d you
spell your first and | ast nanes, please.
LI SA HOYT: M nane is Lisa Hoyt,
L-1-S-A, HOY-T.
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14

HEARI NG OFFI CER ORTH: Ckay. And
wi Il John Hoyt be speaking as well?

LI SA HOYT: Yes.

JOHN HOYT: M nanme is John Hoyt,
J-OHN HOY-T.

HEARI NG OFFI CER ORTH: And do you and
each of you swear to tell the truth?

LI SA HOYT: Yes.

JOHN HOYT: Yes.

HEARI NG OFFI CER ORTH: Thank you. o

ahead. [I'Ill start your tine.
JOHN HOYT: | was born in Buffalo
New York, where | |lived and worked for the |last 78

years of nmy life. M wfe and | noved here to
Al buquerque to be closer to her famly in ABQ and ny
sons in U ah and Col orado.

After earning a degree in marketing in
coll ege, | spent nost of ny career in ny famly
busi ness, photographic supplies. W sold to all
types of photographic custoners, amateur,
prof essionals, medical, and industrial, and also to
governnent at all levels, local, state, and U. S.

|'ve enjoyed traveling by cars for
busi ness and pl easure through 40 of the United

States and devel oped a true appreciation for oi
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15
| ndustry products.

Before nmoving to Al buquerque, ny wfe and
| spent several years active in the agriculture
community. W assisted in nei ghborhood farm and
day-to-day operations, as well as their Sunday -- or
Saturday markets. We were also nenbers of our | ocal
chapter of the New York State Farm Bureau

Since noving here, |I've | earned how
success in the oil industry has been a benefit to
the state of New Mexico, as the second | argest
producer of petroleumin the United States. Many
factors can affect it negatively, unfortunately,

I ncl udi ng taxation and fees, and inconme to New
Mexi co woul d drop by the addition of higher fees,
particul arly the assurance fees.

Those fees which set -- that the OCC sets
the fees for -- and rules for oil producers. These
fees would cost the industry dearly and unfairly.
And a flat fee, regardless of the volune of the oil
produced, would go down as a result. Obviously,
smal | er producers would be hurt the nost. This
woul d cut taxes to the New Mexi co governnent,
cutting aid to health, education, and nmany ot her
progr ans.

You can see greater production in New
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16

Mexi co has greater value to New Mexico. The
proposed operating costs, the assurance paynents
woul d have a dire effect nostly on the smaller
producers operating in our state. A flat fee causes
producers to disincentivize new growh. It would
kill smaller operations five tines nore often than
| ar ger conpani es who coul d absorb the increases
better. And that would add to value to the state.

Great value to the state would conme from
nore production, of course. There's considerable
value in growth, not this -- not |loss. And add nore
life to New Mexi co.

Pl ease consi der that OCC addi ng these
i ncreases woul d affect the overall econony of the
state of New Mexi co.

HEARI NG OFFI CER ORTH: Thank you.

Ms. Hoyt.

M5. HOYT: Good norning. | was born
in Virginia, spent nost of my chil dhood in Potomac,
Maryl and, a suburb of Washington, DC. In the early
"70s, nmy famly noved to Scottsdale, Arizona, and
that's where | really learned to appreciate the
beauty of the desert. Couple years |ater ny nother
and | noved to Hawaii where | finished high school

and after graduation, returned to Arizona for
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17

advant ages, where | married, had a couple of kids.

And in '97, we noved to a small village in
western New York. There | began ny career as a
prof essi onal photographer. M bread and butter was
famly portraits, weddings, and events. And |ater
began going to professional photography groups
around New York state giving lectures in studio
managenent, sales, and how to design weddi ng al buns.

After 25 years | retired fromfull-tine
phot ogr apher and started ny second career, which was
a great |ove of mne, gardening. | went to work for
a hydroponic farmin our area where | tended 720
i ndeterm nate tomato vines from seedlings through
their 10-nonth life cycle. It was quite exciting.

Si x nmonths ago ny husband and | noved to
Al buquerque to be closer to ny famly. Since being
here, we've becone aware the inpact the gas and oil
i ndustry has on our new home state, not just the big
cities, but many small conmunities across the state.
|"ve learned there are many small conpanies within
the industry, not just the giants. And while all
wll be affected by an increase in assurance
paynents, the little guys will suffer the nobst, and
not just the fol ks who work for these conpanies, but

all the businesses and industry that support gas and
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18
oi | .

When t hese gas and oil conpanies are
forced to close their doors, the inpact trickles
down through the comunities, not just in | oss of
tax revenue and funding for schools, but in | oss of
all of these support businesses. Eventually, that
trickle-down effect reaches retirees, |ike us,
living on a fixed incone.

And as you can see by all who have and
wll give alittle of their |ife stories, we
represent the mllions of untold stories who are
affected daily by gas and oil industry.

And | would strongly urge you to consi der
the inmpact an increase in assurance paynments woul d
have on the gas and oil industry conpanies, |arge
and small, but also the trickle-down effect it would
have on all who call New Mexico hone.

Thank you.

HEARI NG OFFI CER ORTH: Thank you,
Ms. Hoyt.

Is there anyone el se on the platform who
would like to offer public comment during this
session? There will be another session at 4:00 this
af t ernoon.

| see Carl os Matutes.
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Adam Peltz - October 23, 2025

Exam nati on by Conm ssi oner Anponah 19
M. Matutes, if you would unnute yourself,
pl ease.

CARLOS MATUTES: Thank you. | just
was allowed to unnmute nyself. M nanme is Carlos
Matutes, CGA-RL-OS, MA-T-UT-E-S.

HEARI NG OFFI CER ORTH: And do you
swear or affirmto tell the truth?

CARLOS MATUTES: | do.

HEARI NG OFFI CER ORTH: Thank you.

Pl ease go ahead.

CARLOS MATUTES: Wy nane is Carl os
Matutes. | am the New Mexico state director for
Green Latinos. W're an environnmental justice
organi zation serving the Latino communities and
ot her communities of color around the United States.

| amin full support of nodernizing our
bondi ng rules around oil and gas. Now, | wasn't
al ways in the nonprofit world.

| grew up working on snmall industrial
equi pnment in South Texas. |f, as a business, we
woul d | eave trash everywhere, if we would dunp used
notor oil and air filters and broken air |ines
wher ever we wor ked, we would be fined. W would
have to pay for that cleanup.

Now, as responsi bl e busi ness people, we
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Adam Peltz - October 23, 2025

Exam nati on by Conm ssi oner Anponah 20
cl eaned up our nesses. W made sure that a work
area was left intact. That's all we're asking of
oil and gas, is that they do their fair share for
the profits that they pull. And nmuch of that
profit, may | rem nd you, goes out of New Mexi co.

All we're asking is for themto clean up
the mess of their profit-making ventures. That is
all. Leaving orphaned wells, spilling toxic waste,
fracking waters, or as they like to call it,
produced water, which is essentially just a toxic
sl udge behind for us, the taxpayers, the people of
New Mexi co, our conmmunities to clean up. O herw se
our waters be poisoned, our soils be toxic, our air
be pol | ut ed.

No. We're asking the businesses in oil
and gas to be responsible citizens, just |ike the
rest of us. When we make a ness, we're asked to
clean it up. And that's what we're asking for. And
that's why we support rul emaki ng around bondi ng for
oil and gas to clean up their nesses.

Thank you very nuch

HEARI NG OFFI CER ORTH: Thank you,
M. Matutes.
I's there anyone el se on the platform who

would like to offer public comment during this
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Adam Peltz - October 23, 2025

Exam nation by Conm ssioner Anpomah 21
session? OQur next session is at 4:00 p.m today.
You can raise your virtual hand or press star-5 to
rai se your hand if you have called in.

No? All right. W will return to the
techni cal case, then.

M. Peltz, if you would rejoin us up here.

| forgot to ask if any counsel had a
prelimnary matter before we go back here?

No. Okay, great.

| believe all the party questioning was
conpl eted yesterday, and we'll turn now to the
comm ssi oners.

Comm ssi oner Anponmah.

EXAM NATI ON
BY COW SSI ONER AMPOVAH:
Q. Good nmorning, M. Peltz.
A. Good nor ni ng.
Q Thank you for being here to offer your
testinmony on this inportant issue. | don't have a
| ot of questions for you, but | do have a few.

So | want to pan over to your slides, and
this one wwll be slide nunber 9, Orphan Well Policy
Ref orm Across the state.

A G eat .

Q So ny first question to you is: In all of

Page 21

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



© 00 N o O b~ W DN PP

N NN N NN P P P P P PP PPk
o A W N B O © 0 N O O b W N B+~ O

Adam Peltz - October 23, 2025

Exam nati on by Conm ssi oner Anponah

t hese reforms, what were sone of the notivations
that were included in these reforns to notivate
conpanies or protest to really plug their wells.

A Do you nean the notivation of the
| egi sl ators or regulators who put the refornms in
pl ace?

Q Yes. So in terns of what were some of the

benefits to the industry, you know, in terns of sone
of the provisions that benefits operators that do
plug their wells.

A. Well, there's the benefit of being a good
corporate citizen by not orphaning their wells. The
primary benefit of these regulations is to protect
t he taxpayers of the state from having to pay for
pl uggi ng worki ng wells, the environental benefits
al so.

And | think, you know, we haven't really
tal ked about this very nmuch, but the presence of
or phaned wells tends to reduce property val ues.
There was a study in sout hwest Pennsylvania by a
University of Pittsburgh econom st that found that
t he presence of orphaned wells there reduced
bui l ding activity by 50 percent because people are
under st andably hesitant to build around these wells

where you coul d have nmethane m gration either
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directly into substructures, |ike basenents, or via
aqui fers.

There is also benefit to new energy
devel opnent from plugging old vertical wells. |
know in the -- in the DJ Basin, the Denver-Jul esburg
Basin, in Colorado, | was told that nost vertical
wel | plugging activity was happening in order to
facilitate new shal e devel opment. And, you know,
you can't frack a well if you have old vertica
wells in the sane formati on because you'll | ose al
of your pressure, and you'll get blowouts and things
like that. So that is a direct benefit to the
I ndustry.

Q | appreciate that. And then | like one of
them You said there's, nore or less -- the conpany
will, nore or |less, beconme a prudent conpany, right?
A prudent conpany?

A. Yes. | mean, no one -- no one want to
violate the law, you know. Operators want to show
that they're obeying the law in the state and that
they're prudently managi ng the surface and the
geol ogy, | woul d think.

Q So then let me ask you: So how would you
descri be a prudent operator?

A. Well, one who, you know, recovers the
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resource, obey all aspects of the law, is a good
community nmenber, you know, works with local -- the
people who |ive near the devel opnent and ask, "Hey,
we're here. W' re making noney, you know, in your
community. How can, you know -- are you okay with
what we're doing? How can we do it better?"

| know that that happens often in the
I ndustry, although not al ways.
Q And definitely, the opposite of that would

be the bad actors?

A. Ri ght .
Q Okay.
A. You know, operators who, you know, don't

obey the | aw, whether through om ssions or air

toxi cs or groundwater contam nation or failure to
plug their wells. | see this sonetines, especially
where you have an out-of-state -- like a private
equi ty- backed conpany where they don't really have a
nexus with the state and they don't really care what
happens in the communities and they' re just there to
extract as nmuch revenue fromtheir wells and then

| eave. And it's -- you know, it's easy, because
they put the wells in these little LLCs that
facilitate orphaning.

So that's a -- that's a terrible case.
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And it seens to be happening nore and nore.

Q Yeah, so you are the |last witness for the
applicant, right?

A. Yes.

Q So yesterday M. Morgan, you know,
presented the Comm ssion and convinced the
Comm ssion that the marginal wells are the ones that
you have hi gher possibility to become an orphan
wel | .

A. The | ess a well produces, the nore likely
it is to become an orphan well. QObviously, you know
that slide that | showed that had all those wells
produci ng over 700,000 BOE per year, those aren't
goi ng to becone orphaned wells any tinme soon.

But eventual |y, when, you know, they --
they' re produced out, that's when the chances ri se.
And that's why we've conme up with this risk-based
financi al assurance schema that's oriented around
the | owest producing wells, because that's where
your risk really rises.

Q Exactly. So you've made your case to the
Conmm ssion that those wells, those margi nal wells,
we shoul d put one $3,000 bond, financial assurance
on all those wells; is that correct?

A. Yes. Yes, that's the proposal.
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Q Okay. Let's go to your Exhibit 66, that
woul d be on page 20. | do like this table a lot. |

just want to be able to understand this so we can
really dive into this one.

A. Sure.

Q So will the 51,270, nore or |less, be the
total wells that are in the GO TECH dat abase?

A. So it would appear, yes.

Q Yeah, as they appear here. Definitely, |
do see OCD s tentative national different nunmber --
total nunmber of wells, but let's just stick to this
one.

A. Yeah, if only it were so that every
dat abase had the exact sane nunber of things.

Q. That woul d be much easier, but we don't.
Okay. So in there is -- at |least we do have about
51,270 wells as presented in the GO TECH.

Now, | really do like this one a | ot,
because in here, you know, you' ve shown the nunber
of operators with state, private, and federal wells
to be around 420. And then also the nunber of
operators with state and private wells that, nore or
|l ess, OCD is going to receive is about 342.

Did | read all of this correctly?

A. Yes.
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Q Ckay.
A. And that's consi stent. | renmenber Duane

showed a chart that the nunber of operators in the
state has fallen to around 400. And so that's
pretty consistent with this.

Al so, you know, this is the nunber of -- |
believe it's marginal and inactive wells. So that's
why -- that's why it's 51,000 and not the over
60, 000, |'mpretty sure. The total nunber of wells
is over 60,000, but | believe this chart is |ooking

at marginal and inactive wells.

Q But, okay, let's | ook at the green region.

A Yeah.

Q In that region. Now, are you saying that
operators -- nore or less, you're focusing on the

operators that you have |l ess than 15 percent
margi nal wells or inactive wells; is that correct?
A. Yes.
Q Then if you are saying that the 1,000 is 2
times the marginal wells, is, what, about 36,0007
A. So 51 -- so | believe what this is saying
Is that there's 51,270 marginal or inactive wells,
of which 36,020 belong to operators who have --
fewer than 15 percent of their total well popul ation

I's margi nal and inactive. And 15,250 belong to
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operators who have nore than 15 percent, you know,
the portfolio risk operators.

Which is to say that, you know, those
operators in the bel ow 15 percent category woul dn't
have to -- they would have to have $150, 000 single
wel | bonds for their marginal and inactive wells,

but they wouldn't have to for all of their wells.

Q Okay. So those in the green shaded
regi on, they are good.

A. Well, I don't know if good and bad is the
right -- you know, |I'm --

Q So I'"'m-- yeah, I'"mjust saying that they
wi Il not necessarily have to put $150,000 on all of

their wells.

A. OCh, they wouldn't have to.

Q. Now, let's focus on the yellow region. So
in the yell ow region, you do have about 198

operators?

A. Yes.
Q. Now, |let me ask this, though: Wth
regards to the operators, with this chart -- or

|l et's say the proposal that the applicant is putting
across here, does that -- does that distinguish
bet ween the operators that do -- that, nore or |ess,

are creating the well? And then al so worKki ng
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I nterest owners or is it only operators that we are
tal ki ng about here?

A. It's just the operators.

Q And those with the working interest is not
really part of this?

A. Well, | mean, if there was sone kind of,
you know, enforcenment action, there m ght be sone
i nplications for the working interest owners. But
this is, you know, trying to |l ook at separate |egal
entities.

Q. Yeah, so don't you believe that there is
going to be a little bit of confusion in terns of
OCD i npl enenting this where there is going to be a
confusi on, becanme operator, working interest owner,
whi ch category do they fall into, and then, nore or
| ess, becone a little bit of a ness?

A | don't think so. | nmean, | think that
the OCD, you know, knows how to work with operators
and knows how to work with working interest owners.

And this is what they do all day every day, so |

don't think it will be too confusing.
Q Yeah, okay. But if you look at, let's
say -- if you look at all the discussions that we've

had here, you go all the way to even being

bondsnen-1ess, you know, in ternms of people who
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have -- who can, nore or |less, operate in New
Mexi co.
A So that's an anal ysis of, when considering

operator registration and transfer to try to
determ ne, you know, is there a risk that this
operator, because of the constituency of their
| eadership, mght be a bad actor. That's kind of a
di fferent question than who gets what kind of bonds.

Q I like your explanation. So what |'m
getting to is that there could be soneone who is not
an operator but a working interest owner. You have
mul ti pl e manual wells, but on record, they have to
be not operators. They are just working interest
owners.

So how are you going to be able to

di stingui sh goi ng deep down, just know that this
wor ki ng interest owner, they're not operator, but is
a bad actor?

A. Well, for the -- for the case of bonding,
that's not analyzed. All that's analyzed is, does
t he operator have, you know, over or under
15 percent of their portfolio in risk?

But when it conmes to well transfers, which

Is certainly a nonent where you have a change of

ri sk, then there will be an analysis of the
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I ndi vidual s who are involved in that operation. And
that could potentially lead to a denial of transfer
or sone other kind of conditions put on the
transfer. But all of that is at the OCD s
di scretion. None of what we put in is mandatory for
OCD to consider and to act on.

Q Yeah, let's get back to our main
di scussion here. | got sidetracked.

So after the 342 operators, this is going

to inpact nore than -- you know, nore than
50 percent --
A. Yes.
Q. -- of operators in New Mexico.
A. Yes.
Q. And this 198 operators -- |let nme ask you:

So if as an operator you have 75 percent of the

well's active, not marginal, are they bad actors?

A. Oh, this isn't about whether they're good
or bad actors. This is about their portfolio risk.
Q So |'"mjust asking you -- so | asked
you -- you know, let's say we are | ooking for high

risk --
A Yeah.
Q -- conpanies that m ght default --
A. Ri ght .
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Q -- and not necessarily plug their wells.
A. Ri ght .
Q So |'m asking you: As a conmpany, you have

75 percent of their portfolio in a marginal sense.
Do you take them as a high risk conpany?
A. Well, yes, or potentially. But, you know,

i f the surety conpany feels |ike they're |ow ri sk,

then that operator will be able to get those bonds
at a -- at quite a discount, and it won't have a
material inpact, | wouldn't think, on the operator's

finance. So the surety conpany plays a role in this
ri sk determ nation as well.

You know, on the other hand, you know, |
under st and what you're saying, which is that, you
know, this is just a proxy for risk, this portfolio
percentage. And so, you know, the OCD could do a
much nore detailed deep dive into each operator's
finances and study them and study their assets and
make determ nations on risk that way. But that is,
as | said in ny testinmony, intrusive to the operator
and | abor intensive to OCD

And so we went with this proxy of risk as

a way to sinplify it. And then because the surety

conpany wll make a -- their own determ nation of
risk and they'I|l figure out how nmuch it will cost
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for that operator to get those $150, 000 bonds, that

will -- you know, that's kind of a second order of
risking that will give you the dollar amount for the
oper at or.

Q So you said that OCD do have sone

di scretion, and then also the surety bond conpany

wi Il also have discretion there to determ ne whet her
this conmpany, nore or |ess, you know, qualify for a
bond.

Now, in your -- in the applicant's
proposal and -- the marginal wells and inactive
wells --

CHAIR CHANG [|I'msorry, I'mgoing to
interrupt. And just make sure -- |I'mtracking the
guestions here. |If | understand the conversati on,

t hough, those were two different things, right? The
15 percent is not discretionary and the --

ADAM PELTZ: Right.

CHAI R CHANG. -- bonding, but there
Is discretion under the transfers. |Is that -- is
t hat the answer?

ADAM PELTZ: Yes. And then also, you
were saying that the surety conpany has sone
discretion. O course they do. They're a private

I ndustry, and they get to choose whether or not to
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provide a bond and if so, you know, w th what
prem um and what coll ateral.

Q (By Conmm ssi oner Anpomah) Yeah, M. Chair,
| was going to go to that. To clarify that, the
mar gi nal wells and inactive wells and that is D,
Section 3, "An operator with 15 percent or nore of
their wells in marginal or inactive well status, or
a conbi nation thereof, shall provide a one well
pl uggi ng financial assurance in the anmount of
$150, 000 for each well registered to the operator
until the percentage of the operator's marginal and
i nactive wells is decreased bel ow 15 percent.”

So there is no discretion to OCD on this.

A. Correct.

Q. Okay. Now, you were saying that
75 percent -- unless an operator with 75 percent in
margi nal wells, you're saying that is a high risk?

A. Yes. So that's our position.

Q So then let me ask you: How is that
15 percent really determ ned?

A. Ah. So there are a whol e bunch of
exhi bits presented by Duane and al so by ne show ng
how that's a natural risk breakpoint based revenue
and -- you know, per well and other factors.

Q Ckay. So let's continue on that. So out
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of this 198 conpanies, let's say you have
15 percent -- or nore than 15 percent of their wells
i n marginal or inactive status, so they are
classified as a high risk.

Now, you know, my first question to you
that we're tal king about was: Don't you believe
that the active bonding, the financial assurance
required for the active wells was, nore or |ess,
sort of a notivation where you cap the bl anket bond

at $250,000? Do you agree with that?

A. " mnot sure | understand your question.
Q Okay. So what I'msaying is that: Don't
you believe that -- according to the statute, don't

you believe that the 250- cap, that was put as a

bl anket bond on active wells, shows that these wells

are not really -- these wells are not really high
risk?

A. Well, you know, |'mattenpted to ask to
put up that -- the rainbow again, because it doesn't

actually say active wells in that clause for the
$250, 000 bl anket bond.

Q I nmean, that represented a really big
deal .

A. | agree. That's the core -- you know,

that's the core legislative piece that all of this
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ri des on.

Q But | wll also tell you that according to
the applicant's own application to the Conm ssion,
they define active wells. And in there, all they
say, they affected the active wells. And in there
they cap the bond, the financial assurance to
250, 000. Why did they do that?

A. Well, the legislature in its wisdom in
that first sentence, allowed the OCD to create
addi tional categories. And so if the OCD believes
that there is a class of operator that presents a
systemic risk to the state, the statute all ows OCD
to create a category, like this portfolio risk, to
deal with that.

Q. Now, with your own application where you
are capping active wells, that does not neet
mar gi nal well category to $250, 000 cap fi nanci al
assurance. Wiy should we not | eave the active wells
al one?

A. So operators that have -- that don't fall

into this new category of portfolio risk wells can

still avail themsel ves of that $250, 000 bl anket
bond.
Q You know, | think also as comi ssi oners,
we have a responsibility. I'ma little bit
Page 36
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concerned about, you know, putting up a rule that
| npacts about, let's say, nore than -- nore than
50 percent of our entire operators, where, in the
statute, if they are following the aw -- you know,
If these were -- so not necessarily the operators.
If this was in conpliance, if these

wells -- and in here we're tal king about 15,250
wells that are, nore or less, in marginal category,
and you are saying that this is not a total nunber
of wells that we do have in the state.

A. Right. This doesn't include the, you
know, wells that don't fall into the marginal or
I nactive status. So the higher producing wells
aren't covered in this chart.

Q. Exactly. But your 15 percent that you are
i nposi ng woul d i npact all those wells that, nore or
| ess, operators would do that too.

A. But if those operators are low risk

according to the surety conpanies, they're

addi tional, you know, nmonthly outlay will be pretty
m nor .

Q Yeah, but that is -- | nmean, for us, as
regul ators too, | don't really care nuch about what

t he surety bond conpany is going to do, but | want

to make sure that I'mdoing it right in here,
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where -- let's say, you do have operators -- no,
even this one. Let's put it -- a well in
conpliance. A well, a particular well is in
conpliance. | still do not understand why we shoul d

put $150, 000 financial assurance on those wells that
are in conpliance.

Anything -- if the Conmm ssion agrees with
t he $150,000 for all marginal wells, the applicants
still achieve their goals here. Because all these
wells that, as you said, OCD will be responsible for
in the future are, nore or less, already taken care
of .

A. Well, there is this portfolio risk
guestion and, you know, nmaybe the operator will go
bankrupt and | eave a | ot of wells orphaned.

Al t hough probably what woul d happen if there is a
bankruptcy, sone of those wells would get bought up.
That's certainly true.

There's also an incentive built in for the
operators to increase their production, right? And
so if you increase your production on sone of your
| ow producing wells, then you can get out of that
addi tional bonding. And that's good for the state.

Q So, you know, you brought up a good point.

You know, as an engineer and with experience in
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recovery projects, | nmean, | can tell you that, and
we've had this discussion extensively, where wells,
you stop producing, primary recovery. Wells wll
start going down once the energy is done.

But it's not all the wells. Sonme few

wells will go down in its energy, and the conpany --
fromyour proposal, the conpany will automatically
have to start water injection. | nean, froma

prof essional point of view, it's not really
ef fective.

So I'"'mreally concerned about -- let's say
these wells that are, nore or less, getting -- you
know, they are not able to produce because of the
energy, but once we stop putting water in, it wll

start com ng up, right? At sone point, these wells

will fall into the marginal category. You know, it
will fall into that. And even once we start that
water injection, it will cone back up.

A. Right. Although it's not just, you know,

wat er f | oods and, you know, CO2 EOR  You can al so

reconplete the well. You know, you could do acid
treatnents. It depends on the basin. Cbviously,
you know, |'m not an engineer, but there's all sorts

of ways to increase production.

Q Not necessarily, because if the oi
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saturation is below the received water-oi
saturation to, let's say, primary posturing, there
I's no anmount of andesine in, or whatever that you do
wi || produce, because we've already hit the received
wat er-oil saturation to the primry energy.

So we need to put in water to be able to,
nore or less, buck it up. You know, so it's not
al ways that A-diocese in and all of that is going to
work, right? And even at sone point, no anmount of
wat er that you inject into the system woul d displ ace
this oil. So there, too, you're going to get a
mar gi nal well there, you know.

A. Yeah, it's certainly true that you can't

avoi d margi nal status forever.

Q. Exactly. So I'ma little concerned about
operators who will, nore or |less, have wells in
conpliance and still putting up $150, 000 bond on

them How is that even hel ping us to achieve the
plug-in -- the plug-in -- the plug-in -- the
i ncentives for these conpanies to plug their wells?
| mean, how is that even hel ping us in any way?

A. Well, if the operator, instead of -- you
know, once they run out of options to increase
production for the well, if they then say, "OCkay, we

got to plug this one," then that takes that out of
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the risk pool for the state. It inproves the
geol ogy. It reduces environnental risk. So that

sounds |i ke a good deal to ne.

Q And then when they want to go water plug
to draw on another well, is that not causing waste?

A Not necessarily.

Q Not necessarily? | mean, would OCD now

say that you are causing waste when you're just
going and drilling wells everywhere, everywhere at
each production profile in the |life of the field?

A. Wel |, the operator doesn't have to plug
the well. You know, they can just keep the well
operating and pay the bond. And if they're |ow
ri sk, that shouldn't be -- as | said, that shouldn't
be a significant financial outlay.

Q. So what if we nove the 15 percent to

25 percent?

A. That's certainly a possibility.

Q 30 percent?

A. | mean, are we doing an auction?

Q " mjust looking for the threshold where
the applicant -- and | think this one is nostly

going to be on OCD to really try to explain to us --

you know, |'ve seen all the evidence, but | still
feel like an active well that is in conpliance
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shoul d be left al one.

Because the applicant's objective is still
going to be achieved when all these marginal wells
we put that bond of $150, 000 on, because OCD will be

responsible if, let's say, these wells are not

pl ugged.
A. | think there is roomto think about where
the threshold should best fall, you know. [It's kind

of a risk judgnent factor. And ultimately, it's the
OCC s determ nation of, you know, what is the risk
t ol erance of the state.

COW SSI ONER AMPOVAH: M. Pel t z,
t hanks so nmuch for your tine.

ADAM PELTZ: Thank you.

COW SSI ONER AMPOVAH:  And | do
appreci ate the di scussion.

ADAM PELTZ: Likew se.

HEARI NG OFFI CER ORTH: Thank you.

Comm ssi oner Bloom on the platform do

you have questions of M. Peltz?

COW SSI ONER BLOOM | do. Thank
you, Madam Hearing O ficer. And pardon ny virtual

presentation. I'ma little under the weather today.
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EXAM NATI ON
BY COVM SSI ONER BLOOM

Q M. Peltz, good norning.
A Good nor ni ng.
Q | know you've been through this a few

times, but just once nore, how nmany wells are there,
in the applicant's estimation, that are in danger of

becom ng or phaned?

A Well, there's around 50,000 wells that are
marginal, as to -- as we define, or inactive.
Q. That's the nunmber | got, too, from your

conversation with Dr. Ampomah. Thank you.

M. Peltz, |'mguessing you're famliar
with Einstein's definition of insanity, which is
doi ng the sanme thing over and over again and
expecting different results?

A | am
Q Do you recall how |l ong New Mexico has had

a reclamation fund?

A. | don't know, actually. | inmagine many
decades.
Q My research shows since the 1980s, so |

think that's consonant with many decades. Thank
you.

And yet, in your opinion, has this fund
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plugged all the wells it should have? Has it
st opped new wells from becom ng orphaned or being in
j eopardy of becom ng orphaned?

A. No, the reclaimant certainly can't do
that. AIl it can do is try to plug wells that have
al ready becone orphaned. And obviously, there are
still a lot of orphaned wells to plug.

Q So what does this approach do differently?
Does it create inpetus to keep wells from becom ng
beneficial -- non-beneficial or marginal?

A It does. It both incentivizes increased
production where possible and it incentivizes the
operators to plug the wells where -- when that's no
| onger possi bl e.

Q. When | look at the first docunent filed in
this case, | see June of 2024. Does that sound
about right to you?

A. | believe so, yes.

Q And woul d you believe ne if | said we had

a 60-day | egislative session between June of 2024

and now that ran frommd-March -- I'"msorry -- md
January to m d-March of 20257

A Yes.

Q So our New Mexico |egislators had

approxi mately six nonths between the begi nni ng of
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t he session and June of 2024 to introduce a bill on
this topic, had they chosen to do so?
A That sounds correct to ne.
Q But the legislature didn't pass any

| egislation in this area in 2025, did it?

A. Not that |'m aware of.
Q Do you believe there are instances when it
takes years for a bill to pass despite pron ses and

people's belief that action is inmm nent?

A. Yes, years, decades.

Q. Yeah. Yesterday there was a comment nade
that | would say -- would you believe ne if | said
that, you know, we three -- we were called
bureaucrats yesterday -- are the designees of the
governor and/or her adm nistration or the
Conmmi ssi oner of Public Lands?

A. That's my understandi ng. Regulators are
hard wor ki ng peopl e.

Q Thank you. And that these el ected
officials, the governor and the Commi ssi oner of
Public Lands, that they can ask their
adm nistrations to pursue rulemaking in line with
state | aw?

A. They can. And it would be inefficient if
t hey coul dn't.
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Q And do you -- do you believe that our
duties at the OCC includes rul emaki ng?
A Yes. And you're certainly well situated
to do it since you have m nute understandi ng of
what ' s happeni ng on the ground.
Q Do you al so believe that the public has

the right to petition us to do rul emaki ng?

A | do.

Q And that they have the right to do this
regardl ess of what the | egislature is doing or not
doi ng?

A. Yes. That's part of the system

Q. And that we have a duty, as the OCC, to

respond to that petition?
A Yes.
Q. Thank you.

COW SSI ONER BLOOM M. Peltz hel ped
me clear up sone potential issues there around the
role of the OCC rul emaki ng and how they're
bi furcated paths in our state to get into a goal.
There can be a |l egislative path, and there can al so
be a rul emaki ng pat h.

M. Peltz, thank you for your tine. |
have no further questions.

ADAM PELTZ: Thank you.
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HEARI NG OFFI CER ORTH: Thank you,
Comm ssi oner Bl oom
Chair Chang, do you have questions of
M. Peltz?
CHAIR CHANG | think it's all been
covered quite thoroughly. Thank you.
HEARI NG OFFI CER ORTH: All right.
Thank you very much, M. Peltz.
Any reason not to excuse hinf
No? Thank you very nuch.
ADAM PELTZ: Thank you. It was ny
pl easur e.
HEARI NG OFFI CER ORTH: Shall we take
a ten-mnute break while we switch parties? Let's
do that. Conme back at 10:10.
(Recess was taken from 10:03 a.m wuntil 10:14 a.m)
HEARI NG OFFI CER ORTH: | don't know
where Chair Chang is, but | imgine -- let's see,
l et's come back fromthe break, please.
Al righty. W're com ng back froma
break now. And | believe we turn to the Ol
Conservation Division to hear fromtheir five
W t nesses.
M. Tremine.

MR. TREMAI NE: Thank you. Thank you
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Madam Hearing Officer. | do intend to start with
brief opening remarks, and then we will proceed with

the revised testinony order starting with M. Di ede.
HEARI NG OFFI CER ORTH: Great. Thank
you so nuch.
MR. TREMAINE: All right. Good
norni ng everyone, Madam Hearing O ficer, Chair,
conm ssioners, parties, and participating nenbers of
the public. | want to start out by thanking
everyone for the obvious i mense anmount of effort
and attention that goes into preparing for a hearing
of this nature, particularly on a pretty inportant
t opi c.

OCD participates in this hearing in
support of the petition. And really, that's what
|"mgoing to try to address at a high | evel now.

VWhy do we support this petition? That's the billion
dol | ar questi on.

|'ve had the pleasure of representing OCD
since January of 2021. | actually started here in
the mddle of the waste rule hearing March 27th and
28th. That period of tinme happens to be very
| nportant for -- in the discussion of orphaned
wel | s, because 2021 is when OCD effectively

| npl enented its current civil penalty authority and
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actively picked up enforcenent related to inactive
wells, after a period where OCD did not have civil
penalty authority. That periods represents nore
recent, nore consistent, and nore detailed
I nformation regardi ng orphaned wells, both in terns
of enforcenent, in ternms of coordinating and
communi cating with operators at various different
sizes and types, and in terns of the plugging
program

Later on M. Powell w Il discuss sone of
the details or your |essons |earned fromthe
enf orcenent and inpl ementation of the orphan well
pl uggi ng programthat | just referenced. But in
sunmary, the Division notes two key deficiencies in
the existing rule structure.

First, the existing rules do not allow for
the tinely and effective enforcenent for the
pl uggi ng of inactive wells. By the tine an
actionabl e violation exists on an individual well
basis, that well, by definition, has not produced
and thereby has not generated any revenue for the
operator for 15 nonths. Okay? That's 12 nonths of
I nactivity under 19.15.5.9. And then -- and then 3
nont hs where the operator has not plugged a well

under 19.15. 25. 8.
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Further, by the time an operator's
portfolio falls out of conpliance with OCD rul es,
the operator will have experienced reduced or no
revenue fromthe portfolio for at |east 15 nonths.
In OCD s experience, enforcenent actions of any form
seeki ng operator conpliance regarding specifically
plugging in this posture are ineffective. Despite
diligent efforts by OCD in good faith attenpts to
communi cate to accommodat e responsive operators, we
settle all of these cases every tine, everywhere
it's possible. It's sinply too late. The operator
is not in a position, when their portfolio is
| argely inactive, to plug their own wells -- or to
conply with commtnents they nake in settl ement
agreenents.

In the event -- the second issue, second
deficiency is that in the event that OCD plugs and
abandons wells or associated production facilities,
and this is a very inportant point, the focus of the
| anguage and the discussions is largely on wells,
but we will talk at sonme | ength through our
presentation that we need to tal k about associ ated
production facilities and everything that goes al ong
with that as well.

So payabl e financial assurance in that
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event is wholly inadequate. The fact patterns
related to this conclusion are conplicated, but even
in a case where an operator is fully conpliant with
the | atest financial assurance rules, there is a
massi ve delta between potentially -- and | highlight
potentially payabl e financial assurance and the

Division's costs for well bore plugging.

And when | say that, |I'mnot talking about
surface reclamation. |'m not tal king about
remedi ation. |'mnot tal king about other associ ated

expenses. There is a delta between payable
financi al assurance and wel | bore pluggi ng.

This does not -- this does not factor into
those other costs. And redenption of financial
assurance and OCD' s ability to redeemthat is wholly
I nadequate to reinburse expenses fromthe
recl amati on fund.

| just highlight for the Conm ssion's
attention that the reclamation fund statute does
authorize and, | think, inplies a mandate that the
Di vi si on should be attenpting to redeem FA and
overage expenses from operators or other parties
where OCD expends nonies fromthe reclamtion fund.
That is an authorized task of the Division. It's in

t he plain | anguage. The requirenents of the
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bi partisan infrastructure | aw grant al so expect the
Division to attenpt to recover both FA where
appl i cabl e and seek i ndemmification where possible.
So those are the two key deficiencies.

Now, | think there is also a couple
gquestions that |I believe will conme up directly in
dogmatically through the course of the hearing. W
will hear a |lot about industry's 95 percent success
rate. \What does that nean?

So, first of all, the Division is not
going to stipulate to this nunber. But | do think
it's useful to establish a floor for discussion of
orphan well liability under the existing rules. |If
you think about the statenment |ike, |ook, we're
95 percent conpliant, if you think about that, that
has a -- that has a conpelling ring to it, right?
You think about, if I was in school and | took a
test and | got 95 percent on a test, you got an A,
right? But that's not a conpelling anal ogy when
we're tal king about liabilities that are known for
years and decades in advance.

A nore appropriate anal ogy woul d be ne
sayi ng, |look, | have a 95 percent conpliance rate of
not speeding through red lights at Cerrillos and

St. Francis. |If | had a 5 percent failure rate
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and -- as sone people do, and travel through a red
light at 60 mles an hour, |I'm posing a significant

soci al ri sk.

So the scope and cost of the 5 percent
failure rate, which seens to be generally accepted
and consistent with the national average, that's
what we need to be focusing on. That 5 percent
failure rate, when you | ook at the actual costs
associated with those failures, it constitutes a
remar kabl e social cost and risk that will require
consi stent OCD plugging for likely nore than the
next decade where we sit today. All right?

The other concept that | wanted to
address, | think will conme up is this concept of a
bad actor. What does a bad actor, operator, or
entity nmean in the context of orphan wells? And
unfortunately, in this context, | don't think it's
actually a useful concept. Because the violating
conduct is, by definition, typically engaged in by
an entity that's effectively dissolved when we're
tal ki ng about | arge scale inactivity.

There are specific cases where we wll --
we can note that an operator went inactive, evaded
sonme notification or certification or conpliance

scheme and then got a new conpany and had further
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probl ens, but that's atypical.

What the issue is, that operators who
aren't playing appropriately for a certain stage of
wel | production and devel opnent, if they go out of
busi ness or they -- or effectively dissolve, even if
they don't dissolve or file bankruptcy, there's
not -- I'mlooking for the right analogy -- but,
yeah, there's not nuch juice there for the squeeze
If we're going to |look for indemification or
recovery for orphan well plugging.

So whether it's -- whether it's
i ntenti onal or happenstance is not really
consequential, in my opinion. You know, industry
recommendati ons for conpliance standards seek to
nove enforcenent triggers to a conpletely usel ess
and untinely point. For instance, attenpting to
defi ne beneficial use under our rules, as five years
of active -- inactivity is noving the needle in the
exact opposite direction of where it needs to go.

So that's the -- that's the concept of bad
actor, and this conmes up a lot. But | just wanted
to clarify for the Comm ssion. W're not talKking
about operators in a posture where they're highly
li kely to continue, once they're conpletely out of

conpl i ance, operating and, then there's a recurring
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violation. [It's like they're kind of out of
busi ness at that point.

So in support of the petition, we're going
to call five witnesses. Loren Diede is our first
witness. | will be conducting the exam nation. He
Is a petroleum specialist who will discuss specific
exanpl es of OCD orphan well pluggi ng experiences.
And we hope that that hel ps explain the chall enges
and uncertainty as inherent in plugging orphan
wel I's, as opposed to operator conducted pluggi ng
experiences.

The second witness will be called by
M. Hall, is John Garcia. He's the supervisor of
OCD s Engi neering Bureau, Special Projects G oup.
He will discuss the devel opnent of OCD s master
or phan spreadsheet, which is OCD Exhibit 17, which
is a living docunent conpiling information on OCD s
recent plugging activities.

M. Garcia will also discuss specific
exanples of wells which will fall into the proposed
category of well classifications in the petition.

After that, Rosa Ronero is OCD s
environnental bureau chief. She will testify to
various challenges in OCD s environental

remedi ati ons associated with work in plugging with

Page 55

55

Veritext Lega Solutions

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




© 00 N o O b~ W DN PP

N NN N NN P P P P P PP PPk
o A W N B O © 0 N O O b W N B+~ O

Adam Peltz - October 23, 2025

Exam nati on by Conmm ssi oner Bl oom 56
orphan wells and associ ated production facilities.

We hope that this information hel ps
explain the truly significant, but highly variable
remedi ati on costs for orphan wells and those
associ ated production facilities.

Il will call Ms. Ronmero. After that
M. Hall is going to call Justin Winkle. He is
OCD s engi neering bureau chief. He will testify as
to his professional experience in managing | ow
produci ng wells on the operator's side.

And then we are going to -- at the end
here, we're going to call M. Brandon Powell.

M. Powell is OCD s deputy director. He is batting
cleanup and will discuss OCD s perspective on each
proposed update to the rule, OCD s process of

devel opi ng feedback to the original proposal,
response to the oft and future cited LFC report,

| essons | earned from our enforcenent and pl uggi ng
progr ans.

And if there are specifically problematic
and i npl enmentation questions, they are best
addressed to M. Powel | .

' m thinking of you, Comm ssioner Anpomah.
| know from sone of your questions, we're going to

have a robust di scussi on.
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In sunmary, OCD s support of this petition
Is intended to achieve two results: First, increase
operator conpliance by conpelling infornmed decisions
regardi ng pluggi ng and conpliance options at a point
in tinme where the operators remain active and are
generating revenue. All right?

The second one is to close the gap between
OCD s expected plugging costs and recoverabl e FA.
Two very different objectives. There's, get
operators to clean up their own stuff across the
board, fix the delta between 95 and 100 percent.

And the second one is where OCD does have to step in
with its [imted resources, limted reclamtion
fund, et cetera, we could actually recover

meani ngf ul funds and use those for future
activities.

So to achieve these goals, OCD
specifically recomended, in response to the
petition, the original petition, threshol ds that
focused proposed changes on the highest risk wells
and the highest risk operator well portfolios. And
t hose threshol ds proposed by the Division fall well
bel ow the generally accepted definitions of either
mar gi nal or stripper wells. Al right. W're

tal king about a quarter or a tenth of what the
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stripper well definition is.

| want to underscore again how
conservatively OCD aimed with those recommendati ons,
M. Powell will be able to speak to that.

OCD s |l earned fromover five years of
rel ated enforcenment and two years of stakehol der
engagenent on this topic, the concepts from various
ot her states, and attenpted to apply those | essons
it learned in our red |ine proposal.

I want to thank the petitioners for their
wi |l lingness to incorporate our recomendati ons and
ext ensi ve discussions. And |I'mgoing to say that
unfortunately, | have never seen a red |line or
concrete proposal fromthe NMOGA or I PA. There are
sonme recomrendati ons that have been submitted in
this hearing, but nothing that neaningfully
i ncorporates or earnestly attenpts to address the
deficiencies that | described earlier, which you
conmuni cated very clearly.

Why am | bringing this up? | am not
attenpting to be hostile to a group of people that
have ot herw se noted, engaged with OCD in a
productive and professional manner. [|'m
hi ghlighting this to point out that there's a

critical point here where ultimtely, for whatever
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reason, the regulated comunity as a whole is either
structurally incapable or unwilling to solve this
probl em

VWhat does that nmean? That that means the
governnment nust take appropriate action. But the
problemwi th that is obviously within a purview of
the legislature. W stipulate to that. W agree
with that.

It's also already well within the purview
and statutory authority of the Division and this
Comm ssion. And so that's what we're doing here
today. And at the sunmation of the record, we wll
ask the Comm ssion to adopt the petition along with
any changes that are deenmed necessary by the
Comm ssi on t hroughout the conduct of the hearing.

That will resolve nmy openi ng statenent.
And, Madam Hearing Oficer, if we're ready to
proceed, | would call M. Loren Diede to the stand.

Due to -- we've been noving a little
faster than expected and because of travel
arrangenents and the duty |ocations of various OCD
staff, we intend to call our first w tnesses
virtually.

HEARI NG OFFI CER ORTH: Thank you very

much, M. Trenmni ne.
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Oh, | see M. Diede on the platform here.

M. Diede, would you spell your first and

| ast nanme, please.

LOREN DI EDE: Yes, it's Loren,

L-OR-E-N, Diede, DI-E-DE.

HEARI NG OFFI CER ORTH: Do you swear

or affirmto tell the truth?

LOREN DI EDE: | do.

HEARI NG OFFI CER ORTH: Thank you very

much.
Go ahead, M. Tremai ne.
MR. TREMAI NE: Yeah, Madam Heari ng
Oficer, I"'mgoing to ask M. Hall to assist ne in

sharing the slides. So | would ask that he have

screen share capability, and he'll pull up

M. Diede's slides.

EXAM NATI ON
BY MR. TREMAI NE:
Q. Good norning, M. D ede.
A. Good nor ni ng.
Q Al right. Could you please tell

t he

Conmm ssi on what your current job title is with the

OoCD?

A. Yeah. M current job title is petrol eum

specialist, and | am focused al nost excl usively on
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wor king with orphaned wells and forced pluggi ng
wel | s.
Q Did you prepare in advance of this hearing
a direct testinony, which is | abeled as OCD Exhi bit
Number 47

A. | did.

Q And did you prepare a CV which is list --
| abel ed as OCD Exhi bit Nunber 57

A. | did.

Q And did you prepare a visual aid which is
| abel ed as OCD Exhibit 6?

A Yes.

Q. Are those exhibits prepared by you true

and accurate, to the best of your know edge?

A. Yes, they are.
Q. Do you require any corrections?
A. No maj or corrections. One typo that |

found, and that was all.
Q Okay. Can you tell us where the typo --
where the typo is? 1Is it in your direct or the

slide?

A It's on the slide.

Q. Ckay.

A. "Il point that out as we get to it.

Q. Very good. Do you adopt and affirm your
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direct testinony for your -- as your testinony
t oday?
A. Yes, | do.
Q Okay. We have up your visual aide, OCD

Exhibit 6. At this tinme, M. Diede, |1'd ask you to
provide a sunmary of your testinony for the
Commi ssi on.
A. Okay. And thank you, M. Hall.
And thank you, M. Tremaine.
LOREN DI EDE: And, Madam Heari ng
O ficer, due to sone hearing issues on ny side, |
prefer to use a headset during this testinony.

HEARI NG OFFI CER ORTH: Thank you very

much.

A. Okay. As stated previously, ny nane is
Loren Di ede, petroleum specialist with OCD. | have
been with the OCD since February of 2024. | have a

bachel or's degree in geology fromthe University of
North Dakota. | have about 50 years of experience
in the oil and gas industry, domestically in West
Virginia, Pennsylvania, New Mexico, Col orado, Utabh,
Okl ahoma, and Texas.

| began ny career as a wireline | ogging
engi neer after graduation fromthe university. And

then after doing sonme wireline | ogging work, |
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proceeded to work in the service business with
hydraulic fracturing design and supervision,
drilling and cenenting design and supervi sion,
wor kovers desi gn and supervision, and nost recently,
pl uggi ng and abandonnment desi gn, supervision, and
regul atory oversi ght.

And just a very brief summary of ny CV.

As stated previously, bachelor's degree fromthe
University of North Dakota. Wreline |ogging
engi neer, then hydraulic fracturing and cenenti ng.

And at one point in 1998, | had the
opportunity to becone, through BJ Services joint
venture, the country technical manager of Algeria
oper ati ons.

In 20 -- 2004, | began Di ede Consulting
Servi ces focusing on hydraulic fracturing, drilling
and cenmenting, well workovers, and pluggi ng and
abandonnent. And nost recently through NMOCD
starting | ast February, February of 2024, working
with P&As, regul atory and operati onal oversight.

I"d like to start with a definition that |
am going to be using for orphan wells. There have
been different definitions thrown about. New Mexico
has not yet, as far as | can tell, given us an

of ficial orphan well definition.
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| think pretty nuch what |'musing is the
st andard under standi ng of what an orphan well is.
And this is to, quote, "a well where the OCD has
deenmed, through various methods, such as hearing
orders, ACO or other nethods, that no viable
operator exists to performthe necessary plugging
and renedi ation of this well." That is the
definition I'mgoing to be follow ng.

Along with that and overlapping in sone
regards is forced plugging. Forced plugging are
wel I s where various regul atory agencies, such as the
State Land O fice or the Bureau of Land Managenent,
Is requiring an operator to plug a well for which
there is no operator of record anynore. And through
different obligations that the operator has through
| easehol ds, and what have you, an operator is not
bei ng asked to, and obligated to plug a well. This
is also what | will call forced plugging.

So between orphan well and forced
pl uggi ng, there are sone overl aps, and nost of ny
time is spent working on both of those together. A
non- or phan well, of course, is plugged by an
operator of record, kind of in the conventional
manner in which we would normally conduct operations

and pluggi ng operations.

Page 64

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



© 00 N o O b~ W DN PP

N NN N NN P P P P P PP PPk
o A W N B O © 0 N O O b W N B+~ O

Loren Diede - October 23, 2025

Exam nation by M. Trenmaine

The New Mexico Adm ni strati on Code NMAC,

If we will, 19.15.25.10. And the exact quote of
that is, "Before an operator abandons a well, the
operator shall plug the well in a manner that is
permanently -- that permanently confines all oil

[and] gas and water in...separate strata in which
they are originally found."

Now, that is a rather sinplistic
statenent. What it takes to conply with that and to
plug a well adequately, safely, and also isolate the
fluids in the different strata, as indicated, is
somewhat nore difficult and takes a lot nore tine
and nmoney than we often would wish it did. Mbst of
the difficulties that we have and encounter are
downhol e conditions of the well that cannot be
estimated with any degree of certainty before the
oper ati ons begin.

We al so want to make certain that, to not
only do this to conply with the NMAC 19. 15. 25. 10,
that we al so are conplying with the pre-published
NMOCD conditi ons of approval that kind of guide how
we are going to acconplish that goal.

The information that's avail able for any
given well study, the history, condition of the

well, is not always conpletely available. As the
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ownership of many of these wells have becone
or phaned wells or sonetimes forced plugging wells,
t he ownershi p has changed nunmerous tines. And it is
obvi ous that these are often divested nunerous
tinmes, and with every transaction, the quality of
the data di m ni shes significantly.

The OCD well files are often a nmain source
of information that we have to deal with. And it's
what the plugging contractors and the operators that
are conducting the forced pluggi ng operati ons have
to rely on because the well files fromthe conpanies
that drilled and owned the wells over a period of
time are probably no |onger in existence. And if
they are, they are not accessible to the people that
are conducting and preparing to do the P&A.

So sonme of the well condition factors that

woul d contribute to the difficulty of sonme of our

P&As -- and |I'mgoing to inject just a real quick
si de note here. | hear off and on comments about
reactivation of wells and -- where wells -- or

shoul d be reactivated so that they don't becone
orphan or don't need to be plugged.

What | have seen so far is that nost of
the wells that are in a position where they have to

be plugged and are orphaned al ready, the conditions,
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t he mechanical -- mechanical integrity of the
wel | bore and the conditions downhole in this well
woul d make it that the reactivation is not a viable
option at this point.

So going forward, saying that, okay, now
we're going to plug the well, sone of the conditions
that are going to cone into play stuck or parted
rods. That's something we run into very often.
Stuck and parted tubing, parted casing, unstable
ground around the well, and sonetines the well head
actually breaks off. You have unexpected pressures
or flowcomng fromthe well. W'II|l have exanpl es
of all of those here in just a little bit, so .

Next slide, please.

Okay. Now, just to illustrate, sone of
the things that have been just nentioned, | prefer
to call sone of these wells neglected wells. And
this is a photo of sone severely corroded tubing
that, as we were trying to pull the tubing out of
the well, it parted. And this is a picture of why
it parted. It had been corroded to a point where it
no | onger had any integrity. And as we were pulling
It out, it could not support the weight of the
tubing belowit, which, in this particular case, was

about anot her thousand feet of tubing that was |eft
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in the hole because it broke off at this point.

So now a fishing operation has to begin.
And a fishing operation is to go in and fish out the
remai ning tubing. In a case like this, it's
probably one of the nobst tinme-consum ng operations
t hat we encounter when we have difficulties.

Next, pl ease.

Anot her is the stability of the ground
around the well head. 1In this particular case, this
is one of two wells in a close -- fairly close
together in the sane field. W went out with the
rigtorig up on the well and proceed with our P&A
operations. And in the preparation and the witing
of the P&A procedure, wi thout going to the site
itself, there's no way to know that this is what we
woul d encounter. And we couldn't tell how far down
this cavity went.

So we had to take quite a few precautions
to be able to assure that we could safely get the
rig in site and be able to support the rig. W have
no i dea of what the stability of the ground around
this area was going to be and how far to extend it
or how deep. So that was just one nore
Il lustration.

And sonetinmes this happens nore frequently
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than we would |like to think, where you can see the
t ubi ng com ng out of the tubing hanger on the top of
this well head. Those slips and the supporting
hanger should come free and come out of that bow,
but they did not. They are corroded and rusted in
pl ace. And when we pulled on the tubing to dislodge
that out of the well head, the casing bel ow the
wel | head broke off.

And now we have an open situation where
the well is opened to the atnmosphere. W have no
way to control this thing. |If it wanted to bl ow or
you know, have any issues with bringing fluids to

the surface and pressure, we have no way to control

this. Fortunately in these -- this case, and nost
often when this does happen, the well is depleted to
the point where it is virtually dead, and we -- you

know, we don't have that risk factor. But it could
definitely be a different scenario.

As | stated previously, it is difficult to
predi ct ahead of time what type of operational
difficulties time and expense are going to be
I nvol ved in plugging sonme of these wells.

In this particular case, the Cato San
Andres field in Chaves County, New Mexico, we were

doi ng sone plugging. And we have two different
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wells that | would Iike to show as a conpari son that
were drilled in the sane area by the sanme operator
within several weeks of each other and it drilled in
al nost an identical way and cased in al nobst an
| dentical way. We had the same P&A operator going
to location to do this work, which they had al so
contracted the same P&A contractor. And we ended up
with a vastly different scenario between these two
wel | s.

Next, pl ease.

So the Cato San Andres Nunber 50 and
Number 164 -- 150 and 164, as you can see by the
| egal description, these are very cl ose together.
The depth is simlar. Casing is simlar. The spud
date is within several weeks of each other. Wen we
| ook at, under Operational category, the listing of
what took place to plug these wells, the Nunber 150
wel | took 35 days. Nunber 164 well took seven days.
And there is no way to know this until you get into
the well, open the well, and start doi ng your
oper ati on.

One of the major issues | touched on
previously in that illustration was fishing
operations, stuck pipe with nultiple tool failures,

and we had to do repeated cenenting to be able to
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get down deep enough that we could actually plug
this well properly. The fishing operations,
multiple attenpts were made to retrieve the stuck
tubi ng and parted pipe that was in the well.

Number 164 well, we had no issues |ike that at all.

And on the cenenting, the Nunmber 150 well,
we woul d punp cenent plugs in place, and they did
not stay due to different conditions downhole. The
cenent basically would travel by gravity down and
not stay in position where it should be over the
i nterval to be plugged.

Number 164 well, we didn't have those
| ssues.

There were sonme nechanic -- mechani cal
i ssues on both wells, a little bit nore on the
Number 150 well. And sonetines these nechani cal
I ssues aren't necessarily just things that happen
with the rig on |ocations. Sonetinmes they are.
Sonetines they' re al so caused by sone of the
conditions and the operating difficulty and stresses
i nvol ved in what you are trying to acconplish with
that rig to get either cenent placed or getting the
tubi ng out of the hole or going in with your work
string tubing and getting it stuck and different

t hings that you have to deal with can sonetines al so
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cause sone of the nmechanical failures.

And overall, these two wells had
significantly different conplexity in achieving our
goal. We were able to get both of these wells
adequately plugged and be able to conply with
I sol ating the various zones that needed to be
| sol ated and conplying with the NMOCD conditions of
approval that had been applied to both of these
wells equally so that we had a good, safe plugging
oper ati on.

Next, pl ease.

We al so have to deal with previously
pl ugged wells. In this particular case, in Lea
County, the community of Jal, New Mexico, a
| andowner in the city of Jal called our OCD office
i n Hobbs and said, "There's an old P&A marker
outside of nmy -- one of ny outbuildings, and it's
| eaking and it snells bad."

This gentl eman al so happened to have a
little bit of knowl edge, a little bit of experience
in the oil and gas business and realized that if he
was snelling rotten egg snell com ng out of that
mar ker, that it was nost |ikely hydrogen sul fide gas
and had to be reported, and sonething needed to be

done.
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So as soon as that call canme in, our
supervi sor from Hobbs and the -- one of our
cenenting contractor supervisors went to |ocation to
i nvestigate and saw that this P&A marker that the
gentl eman had call ed about was w thin about 25 feet
of an outbuilding. And they did a gas test real
quick with a nonitor, and they were getting readings
of 100 ppm hydrogen sul fide gas, and they were al so
getting sonme volatile indications on their LEL
readi ngs. The assessnent was made of the |ocation,
and preparations were starting to be made for how to
get in and approach this and get this done.

They -- we cordoned off the area. Tal ked
to the fol ks at Jal, New Mexico, the energency
responders, police departnment, City council, and
alerted themto what was going on and had them hel p
us kind of keep people out of the area. And started
maki ng arrangenments on how to get this well taken
care of.

We started i mmedi ately | ooking at well
records that were available within the OCD website.
And that was the only indication of any records that
were going to be avail abl e because the conpany that
drilled this well in 1951 was |ong gone. The wel

was plugged in 1953. And the records that we did
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have were very sketchy.

The records indicated that after they
drilled the well at 7-inch casing, that the casing
was cenmented in two different stages. W' Il see
that on the diagramhere in a mnute. But there was
no i ndication of how nmuch cenent was punped or
whet her they had any indication of how high the
cenent on the outside of the casing would be found.

So they did say in their plugging
paperwork in 1953 that 12 -- ten sacks of cenent had
been placed in the casing at 1900 feet and ten sacks
had been placed at the surface. Well, in 7-inch
casing that is approximately -- depending on the
type of cenent they used, is about 50 feet of cenent
pl ug height. So they had two of those, one at
1900 feet and one at the surface.

Now, the well had been plugged, capped,
and the wel |l head had been renmoved. A plate was
wel ded to the top of the casing with the marker and,
you know, the marker was | eaking. So we knew t hat
what ever was between the surface and downhol e was
| eaki ng and had no integrity.

So to do this carefully, we had to
approach it as if the worst case scenari o were going

to be experienced.
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Next, pl ease.

We didn't know what was goi ng to happen
after we renoved the P&A marker. There was
sonet hing | eaking. W didn't know where, how. So
we started to excavate around the well head so that
we coul d get down deep enough to be able to do what
we needed to do to get a bl owout preventer in place
so that we could open the well with the bl owout
preventer in place.

To do that, since we also had some LEL
readi ngs and we had volatiles, we were -- as we were
excavating, we had a nitrogen bl anket being placed
around the area to mnimze any chance of fire as we
were digging out this.

And al so the people working on the crew
that was working in the area, we had to get them
recertified, make sure their H2S nonitoring and
safety training was up to speed so they could work
in that environment. We had to go in with supplied
air for the crew working that environnment, not just
for the H2S and the volatiles, but al so because of
the nitrogen that we're placing into the area to
protect fromflash fires.

We had to fabricate a nunber of different

things to be able to get the BOP nounted onto this
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outside casing. There was no well head, no flanges
or anything for us to mount the BOP on. So all of
this had to be fabricated, and we had to be able to
install it on top of this casing wthout having --
not having to weld it because we didn't want to be
wel ding in that atnosphere.

So everything had to be cl anped and bolted
in place. It took a great deal of fabrication. It
t ook us about ten days to get this all done so we
could get the BOP in place.

As soon as the BOP was in place, we were
able to renmove the marker and then start going into
the well with a mll and sonme work string tubing.
What we found at the surface is, there was no cenent
at the surface. The ten sacks that had been pl aced
at the surface were not found. We didn't see them
didn't feel them

Went on down. Got to 1900 feet. Didn't
find any cenment there either. So what happened?
Vell, with time -- and we're | ooking at a
significant anmpunt of tinme here -- cenment wll
deteriorate. And depending on the type of cenent
t hey used, we don't know what that was, it nmay not
have been adequate to the task. But with the anpunt

of time that transpired, no cenent was found.
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So we did get down to the bottom of the
well with the H2S alarnms continually going off
because the well was still producing H2S. And we
circul ated sone scavenger to mtigate the H2S, al ong
with that, keeping everyone out of the way, keeping
our safety conpany in place with their nonitors to
do everything we would normally do in an environnment
like that in a workover situation or a drilling
situation. So that was added cost, added tine.

We ran a cenent bond | og to eval uate our
casing condition and cenent condition. Wat we
found was that nost of the casing that had been
pl aced and cenented in 1951 was unsupported by
cenent. And so we started designing, placing cenment
as indicated by the CBL results and going along wth
conditions of approval to kind of satisfy what we
were needing to acconplish here to get this wel
pl ugged adequately.

It took us until Septenber 29th, and we
started on Septenber 6th. So it took us 23 days to
get to a point that we got this well properly
pl ugged.

Next, pl ease.

Based on the information that we were able

to see and able to find, this is what the well
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shoul d have | ooked |ike. You can see the casing.
There was cenent on the outside of the casing.
There's an open hole section down bel ow t hat was
I ndi cated on the records. TOC, or top of cenent,
there on the right-hand side with a question nark.
We didn't know where we would find it to be. They
did have a diversion tool, a DV tool in place so
they did do two stages of cenent, two relatively
smal | stages of cenment. And this is kind of what we
were dealing with. That's all the information we
could -- all we had.

Next, pl ease.

This is what it |ooked |ike when we
finished. W had to place cenent. The dark gray
i nside the casing is the cenment that we pl aced
i nside the casing. And the dark gray, as you see
towards the top on the outside, is where we actually
perforated and placed cenent, not just inside the
casi ng, but outside the casing to seal the casing to
the formation. And we had to do that in a nunber of
pl aces for a nunmber of different reasons. |'m not
going to bel abor the point.

But you can see how nuch they said they
had. And at that particular tinme in 1953 was

probably consi dered adequate and was approved as a
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plugging plan. But to do it by today's standards,
this is what we ended up having to do to get this
well plugged in a -- in a fashion that conplies with
our rules and conditions and standards for today.

Coupl e of photos fromthe call nunber 1.
The first photo is showing us the outbuilding that
the gentl eman had and the P&A marker proximty to
the building. Nunerous buildings in the area and
houses, of course, that aren't in the photo.

And the m ddl e photo is show ng us the
fabricated supports that we had to make in this
excavated area and attached to the old casing so
that we could safely and adequately get the BOP
stack on at the very top to control us while we went
into the hole, control any flows as we were going in
to do the work inside the casing.

The | ast photo is what we acconpli shed.

We adequately plugged the well. Had a new P&A
marker with a |ot of cenment inside and cenent in the
cellar area. This was then covered and renedi ated
so that the gentleman didn't have a ness in his
backyard any nore than he had to start with. And
probably better off than it was to start wth.

That was the end of the call, call nunber
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Okay. Anot her exanple. Buckskin Federal
wel |l nunmber 2. | will probably say w thout any
reservations, this is probably the nost difficult
well that | have had to deal with since |I've been
here at OCD and probably one of the nore difficult
wells |'ve had to deal with in nmy career.

We were notified -- OCD was notified of a
| eak in February of 2024 on the Buckskin pad that
contained two wells. There was Buckskin Federal

Nunber 1, Buckskin Federal Nunmber 2 wells on the

sane well pad. It was |eaking out of the casing
val ve. Qur OCD contractor that was -- plugging
contractor was working in the area, was -- and

i nvestigated and repaired the | eak.

So that was acconplished in February of
2024. It was decided, then, that this well needed
to be plugged. It's a federal well, federal
m nerals. This well had been drilled in 1980 and
had been converted to injection in 1984.

So OCD had neetings with the BLM and
di scussed how we were needing to plug this well. W
put together a plugging plan.

The OCD subm tted that through our
pl uggi ng contractor to the BLM Pl uggi ng plan was

approved. And we started to nove in on |ocation
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with the rig and had to shut down because there was
a famly of owWs that nmade a honme in the horse's
head on the Buckskin Number 1 well, and its
proximty to the Buckskin Nunber 2 is only about
100, 120 feet apart. So we were not allowed to
continue operations until the -- such tine as the
ow s decided to | eave on their own.

We kept watching. And finally in COctober
of 2024, the owWs had left, and we were able to
bring in two P&A rigs to sinultaneously plug both of
t hese wells.

One of the wells, the Buckskin Nunber 1,
was a little over 6,000 feet deep. The Buckskin
Nunmber 2 was about -- between 39- and 4, 000 feet
deep. And we decided it would be best just to go
ahead and have all the equi pnment on | ocation. To
save tinme, effort, and noney, we'd have all of the
cenent and equi pnment on | ocation be shared between

the two rigs that were on-site. And it didn't work

t hat way.

Next, pl ease.

Buckski n nunmber 2 P&A difficulties. [I'Il
say | have a conparison comng up here to -- on a

table to show the difficulty between Buckskin

Federal Nunber 1 and Nunber 2. The deeper well,

Page 81

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



© 00 N o O b~ W DN PP

N NN N NN P P P P P PP PPk
o A W N B O © 0 N O O b W N B+~ O

Loren Diede - October 23, 2025

Exam nation by M. Trenmaine 82
Number 1, was basically plugged with hardly any
| ssues what soever. Buckskin Federal Nunmber 2, this
was the well that was |eaking back in February of
2024, and the casing valve that had broken off and
was | eaki ng had been repaired. The area had been
cl eaned up. And now we were back to go ahead and
pl ug the Buckskin Federal Nunber 2.

In an attenpt to unseat the packer
initially, the well started flowi ng up the casing as
soon as the unpacker was unseated. W were getting
pressure up the casing. Sonetinmes you can allow
this to flow a | ong enough for the pressure to bl ow
down. It didn't bl ow down.

It started flowi ng water, sand, and rocks,
actually 1-inch rocks. W' ve got pictures of those.
Some of the rocks com ng up the casing annul us
bet ween the tubing and the 7-inch casing. W
attempted to kill this well with heavy nud. W
could punp down the casing to kill the well, but as
soon as you tried to do sonme work, it would start
fl owi ng again.

And the fact that we had the packer
unseated and that the flow, rocks, sand, and what
have you, were com ng up the casing had al so

deposited on top of the packer, and now we not only
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had a flow, but we had a packer that was stuck. And
we were not able to retrieve it and the tubing from
the wel | .

This was all happening in May, but with
t he shutdown that we had due to the owms, this
didn't take us very long to get shut down and had to
stop and wait until October to be able to resune
work. So the well had been just shut in as it was.
And once the ows had left, we went back and -- with
arig and started to do the operations, the plugging
operations on this Buckskin Nunber 2.

Okay. Next, please.

The pressure had built up as high as up to
1400-psi. And we were punping -- at this particular
poi nt when we started back on the job, we were
punpi ng cenment down the tubing and able to get
cenent down the tubing into the injection zone in
t he hopes that we were able to shut the flow and
pressure off.

We punped several cenent plugs down the
tubing. The flow did not stop. So there nust have
been sonme conduit outside the casing that was
allowing this flow to cone back into the casing
bet ween the casing and the tubing and was depositing

nore debris on top of that tubing packer.
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We had cenented inside of that tubing at
2405 feet, but when we went to find a free point
with a logging tool, we found the free point of the
stuck tubing at 918 feet. So there was a
significant anmount of debris fromthe packer
| ocation on up to 918 feet.

So we cut the tubing at 918 so that we
could try to clean this well bore out, get back on
top of the tubing, fish the tubing out, and continue
with our P&A. Overshot was run to latch onto the
tubing. We were able to do that. W attenpted to
pull the tubing. It was stuck. And we kept getting
additional influx of material.

And now the casing had been filled up with
the influx of up to 385 feet. We could kill the
wel |, but every time we went to try to clean the
wel | back out again, you have to rel ease sone of the
pressure that you were using to kill the well and
then nore -- nore material flowed in.

Nunerous attenpts were nmade to punp cenent
to seal off this influx. And every tine we got
cenent in place, went to clean out that cenent and
get a little bit deeper, the influx would overpower
our ability of the rig to maintain pressure control.

The well was shut i n.

Page 84

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



© 00 N o O b~ W DN PP

N NN N NN P P P P P PP PPk
o A W N B O © 0 N O O b W N B+~ O

Loren Diede - October 23, 2025

Exam nation by M. Trenmaine 85

We brought in a larger rig with a |arger
bl owout preventer. And this was rigged up, and we
changed out fromthe lighter 2-3/8-inch work string
for a heavier 2-7/8-inch work string.

Now -- next, please. Okay. Thank you.

On Decenber 12th of 2024, while we were
cleaning out material at 362 feet, a pressure surge
hit and pushed two joints of our 2-7/8-inch tubing
out of the well, up into the derrick, and bowed the
tubing up in the derrick and bent it in just a
matter of seconds.

At that point, everything was shut in.

The well was under control. W had discussions with
OCD managenent, engi neering staff, BLM our
contractors and decided at this point, between OCD
engi neering, BLM and our contractor, that the best
decision was to bring in a snubbing unit that could
handl e this kind of pressure and keep the pressure
in the well instead of having it try to bl ow us out.

It took a while to find a snubbing unit.
We got the one com ng out of Louisiana. And in
January 28th, the rig was on the nove, the snubbing
unit rig was on the nove.

As the snubbing unit was rigged up, we

went in to tag, and the fill had now conme up to
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293 feet. And the snubbing unit was working to
clean this out with the snubbing operation in place
with a weighted nud, various types of downhol e
tools, and maintaining constant pressure on the well
so that no pressure flow was going to be bringing
nore material in. But no matter what we did, we
never got any deeper than 455 feet with the snubbing
uni t.

Each trip that we spent getting back into
the hole, we were losing and fighting and getting
nore and nore influx of material, even by
mai nt ai ni ng pressure control.

VWhile we were trying to attenpt to cl ean
this out, the return contai ned cenent, netal, and
wire. \Wiere that cane from we don't know. \We've
never seen that before. Formation sand and rocks
were still comng out of this well.

The concern of everybody at this point is
that if we kept working inside this casing, we were
going to be cutting holes in the casing and maki ng
the situation even worse. W didn't know that we
were going to be able to maintain staying inside the
casi ng.

Next, pl ease.

So we ended up in the end not getting past
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455 feet, but a plug of 1120 sacks of cenent was
pl ugged down to try to seal off the area bel ow 455,
out and around the casing, wherever it was going to
need to go to shut off that pressure influx.

And the cenent plug was then displ aced
about 256 feet. We were nonitoring pressures. And
at this point, we had the pressures under control.

And the snubbing unit was released. The
pressure had di m ni shed, and we were nonitoring it.
Snubbing unit -- the supervisors and owners and
engi neers fromthe snubbing unit conpany deterni ned
that they were not going to be able to go any
further with this and were not going to be able to
hel p us any further.

We set a bridge plug at that 256 feet.

The casing was pressure tested. W had good
pressure test on the casing. W know we had
integrity from 256 feet to surface. And we
nonitored this pressure for two weeks. W had no
pressure increase, and the design -- we designed the
final P&A between ourselves and BLMto finish this
P&A, fill this conpletely full of cenent.

And that is what we did. Casings were cut
off. A P&A marker was installed wtnesses --

w t nessed by the BLM representative. And we
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consi dered that well plugged.

The table here, between the Federal
Buckski n Federal Number 1, Buckskin Federal
Number 2, |I'mnot going to bel abor the point of
everything other than to indicate that on the
Buckski n Federal Number 1, took us ten workdays to
get that work conpleted. The initial casing
pressures are 250-psi versus what we would -- had
seen on the Buckskin Number 1 of 1450-psi, keeping
in mnd these two wells are only about 100 sone feet
apart .

We woul d have thought -- before we started
this project, we would have thought that the -- that
t he deeper Buckskin Number 1 at 6600 feet would
probably be the one that could cause us sone nore
difficulties. This was not the case. The -- we ran
the logs, got to the bottom cleaned the well out,
pl ugged the well with basically no issues.

Buckski n Nunmber 2. We just went through
the scenario there as to what took place on the
Buckski n Nunber 2. Totally different scenario.

So once again, cannot determ ne ahead of
time based on well records or depth as to how t hese
are going to react when you try to plug them

MR. TREMAI NE: Madam Hearing O ficer,
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can | get a tinme check?

HEARI NG OFFI CER ORTH: Yes. You
have, let's see, 16 m nutes left.

MR. TREMAI NE: Thank you.

Pl ease proceed, M. Diede.
A. Yes, | think we can satisfy that

requi rement. Thank you very nuch.

Buckskin Nunmber 2, this is a very quick
wel | bore di agram based on the informati on we had at
the tinme as to what we thought we were going to
encounter. We had a packer at about 3650 feet
inside two -- a 7-inch casing, perforations at 37-
to 3800 feet. And this was tubing that was being
used to inject into those perforations.

Next, pl ease.

Whol e different scenario here. W outline
some of the issues. Down at the bottom around the
packer and the perforations, this is sone of the
cenent that had been punped down the tubing to try
to shut off the influx. And then at that point, we
realized that probably not all this influx was
comng fromthe perforations. |t was very |likely
com ng from above that packer, comng into the
casing on the outside of the tubing, and filling up

our whol e space inside the casing and inside the
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tubing, for that matter, with debris.

At the very upper section is where what we
ended up doing with the snubbing unit and
subsequently with the last P&A rig to finish this to
the satisfaction of the BLM s requirenents and --
well, | take it back -- not to the satisfaction of
anybody's requirenments, other than we adequately
sealed the well and were able to shut off the influx
and had no pressure built up in the surface casing,
production casing. And we were able to punp cenent
and cap this well off.

Okay. Number 1 slide on the left is what
we had in February of 2024 when the casing val ve
failed and the water and oil material was fl ow ng
out on the surface. This was repaired in February
of 2024. The area cleaned up to a point where it
sati sfied sonme of the environnmental requirenments for
cleaning this up and then getting us ready to go in
and do the P&A worKk.

M ddle slide is what we saw when we first
rel eased the packer in May of 2024. This was the
material com ng out of the 2-inch casing valve at
t he surface.

The last slide is where we were going in

wth the larger rig and a 2-7/8 work string to kind
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of clean this well out. This is 2-7/8-inch tubing,
as you see in the derrick, that had been pushed out
as (sic) a matter of seconds. And at that point,
t he deci sion was made that the regular conventi onal
rigs that we were using would not be adequate.

Next, pl ease.

The left slide and the second to the left
are what -- if you have not been experiencing or
wor ked around a snubbing unit, the first slide is
what it | ooks like froma distance, a rather
signi ficant anount of equi pnment.

The second slide shows a little closer
view of what it takes to get in a position where you
can snub. And basically snubbing is allow ng you to
travel in and out of the wellbore w thout any
opening to the atnosphere. Everything is
sel f-contained as you nove in and out of the
wel | bor e.

The third slide is the unexpected materi al
where we had sand and wire, cable wire of sonme sort,
com ng out as we were trying to clean out with the
snubbing unit. W had not seen this before and
didn't expect it. But this is what we were getting
and weren't able to make any progress even with the

snubbi ng unit.
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The last slide is the final P&A marker in
pl ace on the Buckskin Number 2.

Next, please.

So in conclusion of ny testinony, | just
want to reiterate that it is difficult to determ ne
with any certainty what cost and tinme is going to
take to plug any particular well before the
operations begin. Buckskin Federal Nunmber 2 and
Col | Nunber 1 are good exanples of this. But also |
want to make sure to state that these are extrene
exanpl es. These are not normal. Normal operations
unpl uggi ng, even on sonme of the orphan wells, and
forced plugging wells go as procedure, but these are
two extrene exanpl es.

Now, also | will have to say that of the
or phaned wells, the neglect that these wells have
probably experienced in their lifetime nmake them
nore difficult to plug than you would normally find
in a normal non-orphaned, non-forced plugging
oper ati on.

So New Mexico -- this nunmber has been
bandi ed about sone and it varies depending on the
data source. But this was a data source that | had
available to ne. So we can say that sonewhere

bet ween 63, 000 and 72,000 wells within the state
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have not been plugged. O those, how many Buckskin
Federal Nunmber 2 wells are there waiting to be
pl ugged?

And then the next state would be -- New
Mexi co has approxi mtely 40- to 50,000 wells within
the state that are plugged, and an unknown subset of
those wells may have been inadequately plugged. The
guestion there is: How many Coll Nunmber 1 wells are
still out there? The answer is: W don't know, but
we know that they're there. |It's just a matter of
time until we deal with them
That's the concl usion of ny testinony.
Thank you very nuch.
Q Thank you, M. Diede.
MR. TREMAI NE: Madanme Heari ng
Oficer, we're not offering rebuttal or surrebuttal
t hrough M. Diede.
So at this time | would nove adn ssion of
OCD Exhibits 4, 5 and 6. And | would make the
Wi t ness available for cross.
HEARI NG OFFI CER ORTH: All right.
Thank you, M. Tremaine.
Let me pause for a nonent in the event
there's an objection to OCD Exhibit 4, 5, or 6.
MR. CLOUTI ER: | don't believe we do,
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Madame Hearing O ficer, but if you could unnute
Ms. Tripp since she is going to cross M. Diede.
And | appreciate it.

M5. TRIPP: Yes, | believe I'm
unnmuted. This is Ann Tripp. No objections to
Exhibit 4, 5, or 6.

HEARI NG OFFI CER ORTH: Thank you.

Anyone el se?

MR. SUAZO. No objections from NMOGA.

HEARI NG OFFI CER ORTH: Exhibits 4, 5,
and 6 are adm tted.

(OCD Exhibits 4, 5, and 6 admtted into evidence.)

HEARI NG OFFI CER ORTH: Ms. Tri pp,
woul d you |ike to begin your questioning of
M. Diede?

M5. TRIPP: Yes. Thank you, Madam
Hearing Officer.

EXAM NATI ON
BY MS. TRI PP:

Q And good norning, M. Diede. |'malso
attending renpote so we can virtually connect here.
Thank you so nmuch for taking tinme out of your day.
| know you have a real job with real C-103s to
review and get to because ny clients are waiting for

those. But | appreciate all the time and effort
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that's gone on into preparing and to explaining from
a very fundanental |evel what it takes to plug an
abandon wel | .

| do have sonme questions, so |'mgoing to
try to nove quickly. But if there's any difficulty
under st andi ng, you know, through this virtua
medi um pl ease ask nme to repeat.

The first thing I'll just say is that |
revi ewed your CV, and | guess the only question |
have on that, is that: |s there any position that
you have not held within the oil and gas industry in
operating a well?

A. Usual |y when we deal with anything on the
ground up, that's an area that | would hesitate to

say that | have nuch experience in. So I --

Q. Okay.
A. -- prefer to work bel ow ground.
Q. Got it. Have you been -- and -- well,
t hat nakes sense. So in ternms -- there's one -- |

believe it was slide 4 of your denonstrative where
you reference a termcalled "forced plugging,” which
sounds |i ke where the operator who is not of record

pl ugs a well upon request either fromthe State Land

Office or the BLM Is that an accurate summary?
A. That woul d be ny understandi ng of that,
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yes.

Q Okay. And so that -- those wells that are
forced plugged by other operators, do you know in --
we' ve been kind of banting about the 5 percent,

95 percent. So |I'm not asking you to adopt that
exact division between wells that are plugged by
i ndustry and wells that are plugged by OCD

But do you know if that forced plugging
number is incorporated into wells that OCD is
responsi bl e for plugging or are they handl ed
differently in tallying that up?

A. | don't believe -- and ny understanding is
that those would be responsible as far as the sane
way that an orphan well would be. An orphan well is
sonething that there is no operator liable to do
any -- or obligated to do any of that work.

So in a forced plugging, you still have
soneone, an operator that is obligated to work on
that and, therefore, should not fall through as an
or phan well where the state would be using nonies
that the state has, from whatever source, to pay and
furnish a PO and pay for that operation.

Q But in the situation of -- and if you're
not famliar with this area, please feel free to

kick me to the next witness. But where you have an
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operator who's been requested to plug and there's a
forced plugging, that operator does not have --
typically doesn't have authority or perm ssion to
enter the prem ses to operate the well to the extent
to plug it unless there's been sone type of
enf orcenent action. And then the operator who's
comng in is acting underneath the OC authority; is
that right?

A. l|'"mnot sure | totally understand the
poi nt of the question.

Q. "mjust trying to distinguish -- trying
to run down -- we have sonme nunbers, and there's a
concept of forced plugging, and trying to understand
whet her the nunbers of wells that operators are
pl uggi ng that are not theirs, whether that's

accounted for in the 5 percent or the 95 percent.

A. Okay. Now | can -- | can understand the
guestion. And | will say | do not know.

Q Okay.

A. Al right.

Q Al right. Thank you. And then
certainly, | -- you testified a little bit earlier
about -- excuse nme -- the concept of reactivation

and that when wells have been abandoned for a very

long time, that they're not really a viable option
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for that reactivation. But at the sanme tinme, you
al so expl ai ned that these exanples are extrene. And
just | ooking at the Cato San Andres unit wells,
there can be vast differences between those wells.

Is that fair?

A. That would be fair, yes.
Q Okay. And so to the extent that one
orphan well is poor casing integrity, that's not

I ndi cative of all orphan wells and certainly not
i ndi cative of all marginal wells?

A. It woul d probably be sonmewhat indicative
of an orphaned well because an orphaned well is
probably an orphan for a reason. And the reason nmay
be that it's not a viable candidate to be
reactivated or anything el se be done with it.

Marginal wells is a different matter. And
that's sonething that -- you know, there's a |ot of
argument about different type of definitions for
marginal. And | will |eave that definition
di scussion to soneone else within OCD

Q Al right. | will not -- I will not pul
up a rainbow slide. | wll not force you to go
t hrough that activity, then.

A. Ckay.

Q Moving on to the Coll Nunmber 1 well that
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you di scussed, where that well had been plugged in
accordance with the regulations at the tinme in 1953;
is that right?

A. As near as we can tell, yes. The plugging
had been approved.

Q And so is it your understandi ng under the
financi al assurance rules, the financial assurance,

ei ther whether a surety bond or cash bond, that is

rel eased after a well is plugged and certified
rel eased?
A. That woul d be ny understandi ng, but what

took place in 1953, | don't think any of us here
woul d really know that.

Q Okay. But the way the rules are enforced
or foll owed today, an operator who has sone type of
surety bond or cash bond in place, once they have
pl ugged the well and OCD has i nspected and rel eased
the well, that's when that bond is released fromthe
surety?

MR. TREMAI NE: (Objection, foundation.
M. Diede is not the bond adm nister or a supervisor
I n charge of that program W do have w tnesses
avai |l able who will be able to tal k about that,
M. Powell can address bond rel ease.

HEARI NG OFFI CER ORTH: Sounds |i ke a
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better question for M. Powell.
M5. TRIPP: Ckay. Thank you, Madam
Hearing O ficer.

Q (By Ms. Tripp) So the funds that were used
to plug Coll Nunber 1, those were reclamtion funds,
correct?

A. Yes, | believe they were. Now, | can't
say that with 100 degree certainty because it's been
a while.

Q Okay. But reclamation -- and reclanmation
funds are only -- let nme restate this. |I'mtrying
to -- I'Il reorgani ze based on the fact that you've

not been called to testify about financi al
assur ance.

But your understanding of the way the
reclamati on fund works and the way orphaned wells
are plugged by the OCD, the reclamation fund does
not consi st of financial assurance al one?

A. That, | think, is an issue, once again,
|l eft to others in OCD that are nore equi pped to
answer that.

Q Well, we nentioned your extensive CV, and
you' ve certainly operated wells in New Mexico; is
that correct?

A. | did not operate wells. | worked as a
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service engineer or as a consultant for operators.
Q So you didn't assist with the acquisition,
drilling, or planning of wells in New Mexico?
A. No. | like to stay bel ow ground, as |

stated previously.

Q. So the Cato San Andres and the Buckskin
Federal, | just want to restate your testinony that
t hose are sone -- not the San Andres -- the Coll and

Buckski n, those are extrene exanples; is that
fair -- is that correct?

A. | would consider themto be rather
extrenme, yes.

Q. In preparing for this testinony for the
rul emaki ng, have you reviewed any of the other
testinony provided or attended these hearings?

A. No. | saw sone of the hearings yesterday,
but that was all.

Q Have you reviewed the proposed rul es that
applicants have filed and then the revised proposed
rul es?

A. | did not reviewthem | -- anything |
know about them would be just from hearing
di scussi ons, but not being involved in discussions.

Q Ckay. Well, | guess noving on to the

Buckski n Federal Nunber 2. That was a federal well,
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correct?
A. Yes.
Q VWhi ch nmeans that it is covered by federal
bonds -- federal |ease bonds that are statew de or

I ndi vi dual | ease?

A. | would think it would have been, but |
can't state that for any certainty. That's not ny
ar ea.

Q Understand. It's also not your area to
say whet her financial assurance proposed by these
rules would actually affect bonding |levels for the

Buckski n Federal 2? You' re not offering an opinion

on that?
A. | cannot.
Q. Do you know whet her the -- we've been

using a figure of $163,000 for the cost of plugging
wells by the OCD. Do you know if that figure

i ncl udes the $5.2 mllion of the Buckskin Federal ?
A. | do not know.
Q Do you know who mi ght be the best w tness

to go down that rabbit hole with?

A. I think some of the OCD witnesses nay have
that in their pocket. | don't know.
Q Ckay. All right. Thank you, sir. And

you al so nentioned with the Buckskin Federal that
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certainly, there's a ot of circunstances that you
don't know when you get into the hole or even when
you arrive on location, that there could be a famly
of ow s nesting nearby. |Is that fair?

A. That is also correct, and that is what
shut us down, you know, for five nonths.

Q So to the extent that applicants are
proposing a strict conpliance neasure in the
proposed rul es where operators are no | onger allowed
to have any percentage of wells inactive, those
circunstances that are outside of an operator's
control, like a famly of owms, strict conpliance
woul d mean that they are in violation of the rules
no matter how .

MR. TREMAI NE: Objection. Calls for
a |l egal conclusion, and that's outside M. Diede's
testi nony.

HEARI NG OFFI CER ORTH: Ms. Tripp, it
does sound like a call for a | egal conclusion.

MS. TRIPP: Well, we'll nopve on

because | know M. Di ede hasn't proposed rules in

any detail.
Q (By Ms. Tripp) So let's -- | want to touch
briefly -- your role within OCD, are you -- in

addition to review ng plugging proposals, do you
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al so see the cost side of things, in terns of
I nvoi ces under the statew de pricing agreenent?

A My focus has been al nost exclusively on
the technical side. You know, |'ve been here a
little over a year-and-a-half, and it takes a while
to kind of establish a path, and ny position has
been evolving slowly. But at this point, not to the
poi nt of evaluating costs. [|I'mstrictly sticking
with the technical and operational side, trying to
do what we can there to nake it go as well as we
can.

Q. | understand. And to the extent that
there are technical issues that nay cone up about
whet her the Division needs to expend certain costs
for procedures, whether it's a fishing expedition or
whet her it's additional equipnment that wasn't

pl anned on, are you consulted in that fashion at

all?

A Yes. And if these are -- kind of an
ongoi ng oversight with the operators. If it's a
forced plugging, I'lIl work with the operators, such

as one of the operating conpanies that's in charge
of that. O if it is an orphan well, a plugging
contractor that's contracted by the state, | will be

dealing with their supervisors and kind of
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di scussing i ssues as they cone up.

On the other hand, if this is a federal
well, we al so keep the BLM engi neer and nyself in
communi cati ons so that BLM and the OCD agree on the
best path forward to adequately plug the well.

Q Okay. And I'd like to share ny screen.
shoul d be able to do it.

This is Exhibit 17 fromthe OCD, which is
the Master Orphan Spreadsheet. And you shoul d be
seei ng what | ooks |ike an Excel spreadsheet within
the window. 1Is it large enough? O | can neke it a
little bit |arger.

A | can see it.

Q Okay. Because we di scussed -- or you
di scussed in your direct testinony, the Cato
San Andres Unit 164 and the Cato San Andres Unit 150
wel |'s, which are also federal wells. And there's a
colum, colum S, Pluggable. And so | didn't know

if you' d seen this. Have you seen this spreadsheet

bef ore?

A. Yes, | have.

Q Ckay. All right. And I don't know who
| egal |y, necessarily, these -- who's answering these
questions. But in terns of the -- who was plugging

Cato San Andres 150 and 164, line 31 says, "Yes, if
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BLM request."” And then |ine 949 says, "BLM Shell."
So were those wells forced plugging wells
or were those wells that were deened orphaned and
then an OCD contractor plugged those wells?

A | know Shell was plugging the wells. But,
of course, Shell is no |longer an operator w thin New
Mexico. All of the legal things that took place to
get it to that point had all taken place prior to ny
arrival at OCD, so | don't think |I can speak to that
with any clarity.

Q. | understand. So you're not -- you can't
say for sure whether the funds to plug the Cato
San Andres 164 or the 150 cane out of the
reclamation fund or whether it was a forced plugged
wel | that was plugged by anot her operator?

A | woul d not be able to answer that
accurately.

Q Al right. Thank you, sir. And so to the
extent that you're involved just on the technical
side, you're not review ng plugging invoices for per

diemor for a crew nunmber or for mleage charges?

A No.

Q Do you know who at OCD perforns that duty
normal | y?

A. There are clerical and adm nistrative
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peopl e that concentrate on that.

Q Earlier we heard sone testinony about
whet her or not there is correlation between depth
and wel | plugging costs. And are you famliar wth
the current regulations for financial assurance and
pl uggi ng bonds?

A. Once again, | would have to say not very
famliar with, but have heard references to that.

Q Okay. Well, in your -- prior to comng to
the OCD, | believe your testinony, you said 40 to 50
years as a contractor doing workover plugging

operations for wells?

A. Yes.
Q Okay. And so in your experience in
that -- especially in New Mexico, whether the

San Juan Basin or Perm an, do you believe that there
is any correl ation between depth of the well and

pl uggi ng costs?

A. Generally, but not necessarily al ways.

Q Okay. And so generally, neaning that the
deeper a well, the nore cenent, the nore nunber of
pl ugs you will need to plug the well. |Is that fair?

A. That would be a fair statenent.

Q Ckay. And to the extent that you're going
to need nore materials, there will be nore waiting
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time for cenment to cure, which increases standby
costs, that will drive the cost of the well -- to
plug the well up?

A. That could be a factor, yes.

Q So you've been in the industry for a fair
anount of time, and that's a conplinent.

A. It's not always, but, thank you.

Q Well, we haven't driven you off yet.

So are you famliar with the operator of

the -- certainly OCD s plugged a lot of Cato
San Andres unit wells. Are you famliar with the
operator who caused that?

A | have been in conmunication with them
fromtinme to time when those were also federal, and
the BLM was involved primarily. And there would be

times that | would be asked to give an opinion.

Q Okay. And that operator that we're
speaking of is -- sonme may feel that they should not
be naned, but | believe it's Cato Petro; is that
correct?

A. | believe, yes.

Q Ckay.

A | believe so.

Q Yeah. Okay. Are you famliar with the
reason -- the reason behind this orphaning, in terns
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of Cano Petro's bankruptcy and how nuch noney the
OCD s actually recovered fromthenf

A. | am not .

Q Okay. In terms of the Buckskin Federa
Number 2, when you were reviewing the well file that
you nentioned in terns of, this is the only
i nformation that we have to go forward from did you
review t he changes of operators behind that well?

A No, | did not.

Q Okay. So you're not famliar that there
was al ready an ACO placed between New Mexico and
Energy Acunen at the tine that Acunen took over?

A | don't know all the ins and outs of sone
of those, like ACOs. Those are things that |I'm
famliar with the terns, but not necessarily with
all of the details and -- so | would have to say no.

Q Okay. Thank you. And then | just wanted
to touch on one of the points you made during your
sunmary of your direct testinmony, and | think it
was -- | apologize, I'mnot sure which well we were
tal ki ng about at the tinme, but the phrase was, you
know, this was depleted until the point the well was
dead. Maybe it was the call but -- or maybe -- it
refers to how nmuch risk you had to approach the

well. Do you recall -- do you recall that
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st at enent ?
A. Re- ask that again, please.
Q Well, the phrase that | wote down was,

when you were approaching a plug on abandoned
certain wells, that it was -- it was depleted to the
point the well was dead.

A. | don't recall making that statenent
exactly in those words. But sonmetines if you have
sone m nor pressure, you can blow it down to the
poi nt where you can work on it w thout the small
amount of pressure that had built up over tinme when
it was shut in.

Q. Yes. Yes. Thank you for clarifying. |
do believe it was with respect to the amount of
pressure in the well. So to the extent that the
pressure is low, is nerely pressure being lowin a
wel |l representative of recoverabl e hydrocarbons for
that well?

A. No, because there again, | would | eave
that for reservoir engineers to work on -- or answer
that nore carefully. But when you're just working
on a well, if there's a small anmount of pressure
that's built up over tine, if it depletes very
qui ckly, then that would indicate to nme that there

are no hydrocarbons there of any consequence.
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Q And are you referring specifically to the

primary production period?

A. Not necessarily, no.

Q Okay.

A | mean -- yeabh.

Q Are you generally famliar with the

percent age of recovery ranges between primry,
secondary, and tertiary?
A. Not to a point where | can speak on it

with any accuracy.

Q. Okay.
A. | would | eave that to production folks.
Q. Thank you. So just to the extent that you

make a comment about the amobunt of pressure in a
well, you're not making a statenment or offering an
opi ni on about potential future |ife or purposes of

that wel | ?

A That woul d be correct.
Q Okay. Thank you.
M5. TRIPP. And I'mgoing to review
my notes very quickly. | don't want to take up nore
tine than | have to, but | believe .

I have covered all the areas and questions
that | have for you, sir. Thank you very nuch for

your tine.
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LOREN DI EDE: Thank you.

HEARI NG OFFI CER ORTH: Thank you,
Ms. Tripp.

M. Suazo, would like to begin your

guestioning or take the lunch break?

MR. SUAZO. | can begin ny
guesti oni ng.

HEARI NG OFFI CER ORTH: All right.

EXAM NATI ON

BY MR. SUAZO

Q. Good nmorning, M. Diede. M nane is
M guel Suazo, and |'mthe attorney representing
NMOGA in this proceeding. How are you this norning?

A. Very well. Thank you.

Q. Excellent. WelIl, we certainly appreciate
your testinony today, and | just want to clarify a
few things based upon your slides and what you've
told your counsel and counsel for | PANM

Just to confirm vyou joined OCD recently,
in February of 2024, correct?

A That is true.

Q And prior to that, your work was primarily
a consultant or field supervisor for plugging and
wor kover types of operations; is that accurate?

A. That 1s accurate.
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Q And just to clarify the scope of your
testinmony in this case, you are not offering an
econom ¢ or policy analysis of financial assurance;
s that right?

A. That is correct, | am not.

Q So your testinony is limted to plugging
fieldwork, yes?

A. In this testinony, yes.

Q Okay. Now, the two wells that you've gone
over in detail, the Coll Number 1 in Jal and the
Buckski n Federal Number 2, these are extraordinarily
extreme and chal | engi ng pl uggi ng jobs, correct?

A. Yes. And they were intended to illustrate
t hat .

Q. And has OCD done any sort of statistical
anal ysis of how many wells that experience these
types of extrene issues exist?

A. | am not aware of that.

Q Okay. What percentage of wells the OCD
pl ugs woul d you say are nore of the routine nature?
Are you able to put a general percentage on that?

s it 90 percent? 95 percent?

A. That is a percentage nunber that | don't

feel confortable stating, other than | would say a

hi gh percentage of wells -- without any data to back

Page 113

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



© 00 N o O b~ W DN PP

N NN N NN P P P P P PP PPk
o A W N B O © 0 N O O b W N B+~ O

Loren Diede - October 23, 2025

Exam nation by M. Suazo 114
it up, high percentage of wells is -- probably
experienced a lot less difficulty than those two
il lustrations.

Q Okay. Then | guess just to sunmmarize what
you can say about the nature of the wells OCD pl ugs,
Is that the vast majority of them are routine
pl uggi ngs?

A. ' m not sure how we can define routine.
They all vary.

Q Sure. But | guess routine in the sense
that they don't take an inordinate amount of tine
and they don't generally exceed, you know, an
extraordinarily high nonetary threshol d?

A. Again, a very difficult question to answer

with any certainty.

Q. And it's not data that OCD, | guess,
tracks?

A. | have not tracked that, and |I'm not aware
i f we have.

Q Okay. How does OCD prioritize the wells
that they plug? |Is there a set of criteria that's
used?

A. There are criteria that | may not be aware

of. When we're looking at issuing PGs, that is

outside of ny scope as to how those are determ ned
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and which wells are incl uded.

Q Can you clarify for the record what you
mean by PO, please?

A. Oh, purchase order.

Q Okay. Thank you. |Is it fair to say the

OCD woul d prioritize the oldest or riskiest wells

for plugging?

A. | could not say that.
Q. Who at OCD woul d know t he answer to that?
A. There are people within OCD that coul d

probably answer that nuch nore accurately than | can
because they have the information that | don't have.

Q. Okay. |1'd like to ask you about your
testinmony on rule 19.15.25.10, which requires
operators to permanently confine oil, gas, and water
in their original strata. |s that an accurate
description of that rule?

A. That sounds |i ke an exact stating of it,
yes.

Q And they have to do that before that wel

I s abandoned, correct?

A. That is what the NMAC you stated says that
we are to do -- or the operator is to do.
Q And that rule has been on the books for

many years; is that right?
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A. My understanding is that it probably has
been.
Q And the Coll Nunber 1 occurred -- the

i ssues occurred with that well because it was
pl ugged back in, | think, 1953, you said?
A. | don't -- | know it was plugged in 1993,

because | have that in the records. O her than

that, | can't state anything about that plugging.
Q " msorry, did you say '93 or '53?
A. 1953. M apol ogi es.
Q No probl em

And that was decades before today's rules
were in place, correct?
A. | can't state that with any certainty

because | don't know when the rules were put in

pl ace and any nodifications to them | don't know

t hat .
Q Woul d you say that you -- sorry, go ahead.
A. | said |'"'mworking currently with what we

have currently published and trying to follow those
t he best we can.

Q So do you know anyt hi ng about the rules
that were in place back in the 1950s?

A. Most definitely not.

Q Ckay. |Is it possible there were no
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regul ations covering the plugging of these types of
wells at that tine, to your know edge?
MR. TREMAI NE: QObj ecti on,
speculation. | think it's asked and answered, too.
HEARI NG OFFI CER ORTH:. So, M. Di ede,
| do not want you to speculate in response. Do you
have an answer that doesn't require specul ati on?
LOREN DI EDE: Agreed, thank you.

Q (By M. Suazo) And just to confirm your
testinony, it's possible that the operators at that
time were conducting plugging operations in
accordance with what was appropriate at that tine?

MR. TREMAINE: | nust maintain ny
objection. M. Diede has already testified that he
doesn't know what rules were in place and what
operators were doing in respect to the rules at the
time. He's nerely testified to what is in the well
file with the casing diagram

HEARI NG OFFI CER ORTH: That's what |
heard as well, M. Suazo.

MR. SUAZO. 1'Ill nove on.

Q (By M. Suazo) M. Diede, with respect to
the rule changes that are the subject of -- that are
t he subject of this proceeding, we're generally

tal ki ng about wells that are nuch newer in vintage
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than the wells that you discussed in your testinony
exanpl es, correct?

A. | would say that's probably true.

Q Now, for sone of the wells that you've
di scussed, you nentioned OCD was | osi ng cenent
downhole. Did OCD set a cast iron bridge plug in
t hose wel | s?

A. There are tinmes that you can't get into
the well, can't get into the casing far enough to be
able to do that. So you have to do the best you can
with the circunstances you have if you can't get the
tubing out or if the casing is corroded to the point
where you can't set a plug.

Q Okay. But do you know if in these cases
with the Coll and Buckskin, if it was attenpted or
whet her it was possi bl e?

A. Coul d you rephrase that, please. Because
these are two very different wells.

Q. Well, | guess let's take each one in turn.
Let's start with the Coll. Do you know whet her a
cast iron bridge plug was put in place or whether it
woul d have been possible for purposes of plugging
that well?

A. Are you asking about the original

pl uggi ng?
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Q No, sir. |'m asking about what OCD did.
A. Well, we were able to get into that wel

enough to set a bridge plug.

Q Okay. Does OCD keep track of how many
wel |l s are successfully plugged by operators
annual | y?

A | do not.

Q Woul d you say that the overwhel m ng

maj ority of plugging in New Mexico is done by
operators?

A. Well, that data is out there, |I'msure. |
don't have it.

Q. Okay. So | guess with respect to your
testinony, is a fair takeaway that the rules that
are in place currently are adequate for effective
pl uggi ng, but the OCD infrequently or on occasion
encounters extrene exanpl es?

MR. TREMAINE: Objection. It's a
conpound question. |'mnot sure what rules
M. Suazo is referring to.

MR. SUAZO. | can refer to the rule.

Q (By M. Suazo) I'msorry, | can be clearer.
The rule that you referenced on your slide,

19.15. 25.10, would you say that rule is adequate for

effective pluggi ng operations?
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A. It had evidently been determ ned to be
adequate by soneone. | didn't make it. | followit
as best | can.
Q Okay. | think that's fair.

M. Diede, would it surprise you if
I ndustry found sone of these wells that are of ol der
vintage, let's say 50 to 100 years old, and industry
was able to rework them and produce then?

A. Wuld it surprise ne? Quite a few years
ago, | didn't think we could do horizontal wells,
and now we're doing it. So anything is possible
with technol ogy advances. So |I'm not sure the point
of that question.

Q Well, do you know of any wells that are of
ol der vintage, like the wells that you used in your
description, that were reworked and able to be
pr oduced?

A. | can't answer that with any accuracy. |

pl ug the ones that have been determ ned that need to

be plugged. | don't do renediation on old wells
anynor e.
Q Ckay. And just to be clear, your

testinony today is not offering an opinion in any
way for or against justifying increasing --

I ncreases in bonding, correct?
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A. That is correct. | amnot offering any
opi nions on that matter.
MR. SUAZO. All right. Thank you,
M . Di ede.

NMOGA has no further questions for this
W t ness.

HEARI NG OFFI CER ORTH: All right.
Thank you very nuch.

You' ve brought us to within three m nutes
of noon. So let's take our |unch break and return
at 1:00.

(Recess was taken from 12: 01 p.m until 1:04 p.m)
HEARI NG OFFI CER ORTH: We are back
after a lunch break, and we're going to continue
with the questioning of M. Diede.

Let's see. M. Sayer or Ms. Bradfute, do
you have questions?

M. Rankin, do you have questions?

MR. RANKIN. Thank you, Madam Heari ng
Oficer. |1 do have a few.
EXAM NATI ON
BY MR, RANKI N:

Q Good afternoon, M. Diede. How are you
t oday?
A. Very well. Thank you.
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Q Thank you for the background on sone of
that. Appreciate it. It's helpful for nme to learn

sone new ternms and actually see sonme new photos as
wel | .

My name is Adam Rankin. | represent OXY
in this matter. | don't -- | don't suppose that you
were involved with any of the discussions between
OXY and the applicants in this case, so |I'l]|
probably save ny coments for appreciation for the
Di vi sion's engagenent for another w tness.

But just wanted to confirmthat you

weren't involved with any of those discussions, were

you?

A. No, | was not.

Q. In your testinmony, | think it's slide 1 --
| think 1'"ll go ahead and pull it up. On,
there's -- | had ny colorful slide up there.

In this slide nunber 4 here, you talked
about two different groups or categories of wells,
none of which is formally defined, but one is the
orphan well and the other is the forced plugging
well. The -- and | understand that -- just so |
understand, the wells that you gave exanples of in
your testinony, were those all what you would call

or phan wel | s?
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A. The two Cato San Andres were probably --
woul d be what you would call forced plugging. The
Coll was kind of in a category all to itself since
it was an old P&A that we were just repairing. But,
yes, the Buckskin well was an orphan well.

Q So the Cato San Andres were wells that OCD
pl ugged, right?

A. There was an operator plugging those under
nore of a forced pluggi ng because -- but that
operator was not even -- it's a rather conplicated

arrangenent, ny understanding, so | don't have al
the details on that. But it was probably a forced
pl ugging with sone input fromthe state since that
operator was not currently an operator within the
state of New Mexi co.

Q. Okay. Yeah. All right. | just wanted to
make sure | understood the exanples that you were
gi ving, whether they were orphan or which ones were
f or ced.

Okay. So I"'minterested in both, but the
forced plugging -- and you've only been with the
Division now for a little over a year-and-a-half --
about a year-and-a-half or so, right?

A. That is correct.

Q In the -- in the year-and-a-half you' ve
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been with the Division, have you seen an increase in
t hese forced plugging type situations?

A. | can't speak to that because | haven't
been tracking. So | wouldn't be able to say whether
it's increasing or decreasing.

Q Okay. And just -- okay. What role does
the -- do you have or does the Division have when
it's a forced plugging situation, where it's a
third-party operator comng in? Wat role does the
Di vi si on have in that process?

A. Wel |, doing sone oversight simlar to what
| would do on an orphan well plugging, and it m ght
have to do in sone regards to the fact that the
operator doesn't always have all of the information
that they would normally have on their own plugging.

So |l will get involved in formation top
pi cks to make sure we have all of the formation tops
that the conditions of approval will require. And
then of fer some gui dance where | can along the way
as they do their operation.

Q Now, as to the forced plugging wells,
sonetines it's the case that the operator, the
designated -- the division-designated operator of
those wells is no longer viable. And that m ght

have been the case with the Cato San Andres well s,
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right?
A. Can you restate, please.
Q Sure. | guess ny question is: For the

forced plugging wells, the operators of the
Di vi si on-desi gnated operators of wells that are, you
know, forced plugged -- or identified as being -- to
be forced plugged by the State Land Office or the
BLM it's sonmetinmes the case that the
Di vi si on-desi gnated operator is no |longer a viable
entity, right?
Li ke for bankruptcy or sonme other reason,

they're no longer valid -- you know, they're no
| onger around?

A. The previous operator of record would not
be viabl e anynore at that point, yes.

Q. But is it always the case that the
Di vi si on-desi gnat ed operator of these forced
pl ugging wells is no | onger viable? Sonetines they
just refuse to do the work, right? So then BLM or
the State Land Office will look to the | essee of
record or another operator of record to do the work;
I's that correct?

A. | can't -- | can't answer that accurately
because | don't have the information to substantiate

It one way or another.
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Q Okay. So, yeah, you don't know whet her
it's always the case that a forced plugged well, the

operator's always defunct or not viable, right?

A That woul d be correct, | do not know those
t hi ngs.

Q Okay. And so it's not always the case
that a -- or you can't say whether it's always the
case that a forced plugged well is always an orphan
well, right?

A | could not state that either, no.

Q. Yeah, okay. One thing that caught ny ear,

| was just kind of interested in understanding a
little bit about it. | think it was when you were
di scussing slide 6. You said sonmething to the
effect that with every transaction -- you know,
every transfer of operatorship, the quality of the
data for the well or facility degrades or declines.

What did you nmean by that? And how does
it -- how does the data decline over tinme with each
transfer or transaction?

A. Okay. Well, you know, | stated that the
quality of the data di m ni shes because the records
t hat you would normally have, if you are the
operator of a well, like sone of the clients that |

wor ked for before com ng here, you know, they had a
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whole file roomof files that you could go through
to get all the information, every bit of history of
the well that was recorded in those records would be
avail able to you.

In this particular case, whether they're
or phan or whether they're being forced plugged, if
t he ownership has, you know, changed hands a nunber
of tinmes, those records are often never available to
the final holder, final person that has to do the
work. They just don't exist sonetines.

Q. | see. So the distinction you're making
is that -- or the point you're making is that
because the entity no | onger exists, those records
that are not public are not available to the OCD or
t he operator who's been tasked to do the forced
pl uggi ng, correct?

A That woul d be correct.

Q And so that all they're left with is
what ever may be available publicly with the OCD,

correct?

A. That is correct also.

Q Al right. And so the older the well, the
| ess public information is probably avail able on
that well, correct?

A. CGeneral |y, but not al ways.
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Q Yeah. Okay. All right. So then the
other wells that you identified in your testinony
that you tal ked about and gave sone nore detail on,
| think it's the CS -- oh, those are the -- okay.

So you addressed two of the Cato
San Andres unit wells, the 164 and the 150. And
those were both forced plugging wells, correct?

A. Those -- yes.

Q Okay. And then the Coll Nunmber 1 and the
Buckskin were both orphan well s?

A The Coll well, 1I'mnot sure how to define
t hat because that was just an old P&A that, you

know, failed and had to repair it.

Q Got it. And the Buckskin was an orphan
well, right?

A Yes.

Q Okay. In each instance, though, none of

those wells were recently active producing wells,
ri ght?

A. Cato San Andres well, | don't know how
recently they had produced, but as far as the Coll,
of course, it stopped producing in 1953. And the
Buckskin had, then, converted to an injection well
in 1984, and | don't know when it had stopped being

used.
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Q I n each case, production was -- | nean,
can you tell nme whether production had stopped for
nore -- was it nore than a year, two years for each

of these wells? O in the case of the Buckskin,

I njection?
A. | do not know the answer to that.
Q Okay. So you don't know the timefranme

bet ween | ast production or injection for any of the
well's that you discussed off the top of your head?

A That's correct, | do not know.

Q. Okay. But based on the condition of the
wells, can you tell me whether you think it was --
the wells were recently active or did it appear that
they were not recently active at all?

A. Well, the conditions varied so nuch that
it's hard to answer that.

Q But obviously, the well records would tel
me, right, if I went and | ooked them up, how
recently they produced or injected, right?

A. That woul d be public information, |I'm
sure.

Q Yeah. Okay. Just based on your
experience, M. Diede, and all the years you' ve got
and the work you've done with the Division over the

| ast year-and-a-half and your testinony about the
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wi de range of costs incurred by the Division to

undertake plugging -- in particular, | guess the
Buckski n was one of the nore expensive ones -- in
your opinion, is a -- is an average pluggi ng cost

i ncurred by the Division a useful netric, given that
w de variety, especially in the case of orphan
wel | s?

MR. TREMAI NE: Obj ecti on. M. Diede
has testified to the expensive tinme and oversi ght.
He's testified that he does not review -- he's not

responsi ble for financial records or noney costs.

W will have w tnesses that can address this in nore
detail .

HEARI NG OFFI CER ORTH: | renmenber
t hat .

MR. RANKIN:. Well, | guess he's got

50 years' experience managi ng and overseei ng

pl ugging. And he's testified about the w de range
of experiences and costs that were incurred by the
Division. |'mwondering, based on his experience
and testinony, whether he has an opini on about

whet her an average cost is a useful nmetric. | think
that's within the scope of his experience and
testinony.

HEARI NG OFFI CER ORTH: All right.
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Excuse me, M. Diede, if you have an answer, go
ahead. O herw se, not.
A. | hesitate to answer that, so | do not

have an answer.

Q (By M. Rankin) So the reason, | guess --

because you tal k about in your testinony --

reference costs, for exanple, of the Cato San Andres
wel l's, but you don't actually provide those costs in

your testinony or in your slides. And that's

because that wasn't a focus of your -- that's not a
part of your job description or -- you know, your
purview as a -- in your role; is that right?

A That is correct.

Q Okay. And | think M. Suazo asked you
about prioritization and how the Division
prioritizes. | think you answered that -- just to
be clear, | think that you said you didn't -- you

weren't aware about how wells were prioritized for

pl uggi ng, right?

A. That is not an area that | get involved
i n.

Q Ckay. In your conclusion, you talked
about -- you left us wwth sone thoughts -- | got

this highlighted here -- that there's, you know,
49,000 -- or nearly 50,000 wells in the state that

you do
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are plugged and an unknown subset of those wells
have been i nadequately plugged.

Do you know if the Division has done any
sort of analysis to evaluate, based on its
experience renedi ating inproperly plugged wells,
what fraction or portion of those plugged wells may
be an issue?

A | don't know how to answer that. But |
can say that of all of those wells that were
pl ugged -- and we tal k about an unknown subset and
it's exactly that, it's unknown -- whether they were
adequately or inadequately plugged is to be
determ ned when they fail. And you don't know when
that's going to happen either.

Q. So, yeah, | guess the nore direct -- or
the -- you know, the piece -- the question I'm --
guess you can tell ne yes or no, but you're not
aware of any study or analysis that the Division has
done to kind of -- try to quantify that, to your
know edge, right?

A. | am not aware of one, whether it existed
or not -- or exists or not.
Q On the prioritization question, | think

M. Suazo asked you who at the Division would be

able to answer the question about how the Division
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identifies priority for its plugging. But | don't
t hi nk you gave hi man answer.
Do you know who -- are any of the
w tnesses slated to testify qualified to answer how
the Division prioritizes its plugging activities?

A. I wll |eave that to soneone at OCD
managenent to answer that question.

Q Do you know, anong the w tnesses
remaining, if that -- if any of those w tnesses can
answer that question?

A. | think sone of those w tnesses can give
you sonme nore direction than | can.

Q. Okay. So I'lIl ask each one in turn and

see where | go.

Okay. | think -- let me make sure |
covered everything -- that you would be able to
answer. | think you -- | think you did, but let nme

j ust nmake sure.

And just to make sure | covered this
ground, M. Diede, | think | understood you to say
t hat you had sone general discussions about
applicant's proposed rules, but you, yourself,
haven't reviewed them So you're not famliar with
t he way the applicants have defined the term

"marginal well," correct?
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A That is correct. | have not been in those
di scussi ons, other than | know those discussions
have been had, but not by me or not involving ne.

Q Same thing with the termor -- a well that
woul d qualify as having no beneficial use, you also
are not famliar with how that's defined under the
proposed rul e?

A Sanme answer for that, yes, sir.

Q Yeah. Okay. So, yeah, you couldn't tell
me whet her any of the wells you discussed today or
reviewed for the Comm ssion would qualify for any of
t hose categories of wells, right?

A. | would not be able to tell you that.

Q Okay.

MR. RANKIN: | think that covers ny
guestions. Thank you very nmuch, Madam Heari ng
Oficer.

Thank you very much for your tine.
Appreciate it. Thank you.

LOREN DI EDE: Thank you.

HEARI NG OFFI CER ORTH: Thank you.
Thank you, M. Rankin.

M. Maxwel |, do you have questions of
M. Diede?
MR. MAXWVELL: No questions, Your
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Honor. Thank you.
HEARI NG OFFI CER ORTH: Thank you.
| don't know if Ms. Nanasi is on the
platform
No. M. Moore?
Sheila, can you make sure he can unnute
hi msel f? He m ght be RMright there.
M5. APODACA: He has permission to
unmut e.
HEARI NG OFFI CER ORTH: M. Moore?
He may have stepped away.
Ms. Fox or M. Tisdel.
M5. FOX: Thank you, Madam Heari ng

Oficer. W have just a few.

EXAM NATI ON
BY M5. FOX
Q Good afternoon, M. Diede. M nane is
Tannis Fox. I'ma lawer with Western Environnent al

Law Center, and | represent applicants in this
matter. Thank you very nmuch for your testinony.

| just have a few questions. | take it
fromyour testinony that this -- is your primary
responsibility wwth OCD overseeing the pluggi ng and
abandonnent of orphan wells?

A. Yes, it is.
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Q And you've been in your position, as
M . Rankin noted, about a little over a
year-and-a-half; is that correct?

A That is correct.

Q And within that tinme period, how many
or phan wells have you overseen the plugging and
abandonment for from beginning to end during that
peri od?

A. | hesitate to say that. | have not been
keeping track, to be honest with you. So | don't
have a nunmber. It's sonething | could find, but I
don't have it.

Q. Wuld it -- if you could say w thout

guessing, would it be nore or |less than 20 wells?

A It would be nore than 20. | know that.
Q. Wuld it be |l ess than 30 wel | s?

A. There again, |'msorry.

Q If you know. |If you know.

A. Yeah, | can't -- | can't get that any

cl oser because | have not been tracking them

Q Okay. And how many people within OCD have
essentially the sane job description as you?

A. Pretty nmuch nysel f.

Q Oh.

A. I'mthe only one that focuses on this
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pretty much excl usively.

Q Okay. Going to the Buckskin Number 1 and
Number 2 wells. | take it fromyour testinony that
there was a big differential between the work done,
pl uggi ng and abandoni ng those two wells, correct?

A Yes, as the table shows that the Number 1
well was relatively uneventful.

Q And | also take it fromyour testinony
that you don't know the precise cost of differential

bet ween the work between those two wells; is that

correct?
A. Right. That is correct, | do not know.
Q. | note that for Buckskin Number 1, the

casi ng depth was about 6800 feet, and for Nunber 2,
t he casing depth was about 4,000 feet; is that

correct?
A. That is correct.
Q. And then | also note that for Nunber 1,

t he depth reached was about 6600 feet, and the depth
reached for Nunber 2 was about 2900 feet; is that

correct?

A. That is also correct.

Q And what exactly does that nean, depth
reached?

A. That was -- on the Buckskin Number 1, we
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basically were able to get into the well w thout any
obstructions to -- very close to the bottomor to a
depth at which we needed to begin plugging. So when
| say uneventful, we were able to access the
wel | bore all the way down to where we needed to
start plugging. Buckskin Number 2, that was not the

case. We had nmany issues as descri bed.

Q And then | think your testinony was -- and
pl ease correct nme if I"'mmsstating -- was that this
Is an exanpl e where the depth of the well is not

correlated very precisely with the technical work
that's required to P&A the well or the cost to P&A
the well; is that correct?

A. Yeah, the difficulty of the plugging
operation had nothing to do with the depth of the
well on either one of -- or of this -- of the
Buckskin Number 2 relative to the Buckskin Number 1.

Q What were the factors that played into the
anount of technical work and cost involved in P&A
Number 27

A. Getting some abnornmal pressure flows with
unexpected -- nunber one, unexpected pressure and
nunber two, unexpected anmount of particulate matter
I ncluding rocks up to an inch in dianeter flow ng up

t he casing, which, you know, is just -- it's very
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unusual . Very unusual .
Q In your experience with OCD and your ot her

experi ence, what factors other than well depth go
into the difficulty of plugging a well and the costs
for plugging a well?

A Primarily the access to get into the
casi ng woul d be probably one of the |argest factors.
Can you pull the tubing, rods, punp, and everything
that's in the wellbore? Can you pull those all out
wi thout any difficulty and then have full access to
the wel |l bore regardl ess of depth?

If you can do that successfully. And the
conditions of the wellbore, as illustrated in the
two Cato San Andres wells, can vary dramatically
fromwell to well in a very short distance on what
should be simlar wells.

So if you can access the well bore
successfully all the way to the bottom then your
chances of successfully conmpleting that P&A
operation are pretty much inproved.

Q And then | believe you testified sonething
to the effect of, with regard to the Buckskin wells,
Is that you woul d have anticipated -- given that
they were drilled around this sane tinme and in the

sane | ocation and at about the sane depth, that you
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woul d have anticipated that the cost to P&A woul d be
simlar. |Is that what you -- is that a correct

recitation of your testinony?

A. No, I"'mnot going to testify to costs,
but --

Q Okay.

A. -- the two wells, the two Buckskin wells,

given information avail abl e.

Prior to the | eak that we had on the
casi ng of the Buckskin Nunber 2, which was kind of
an indication that Buckskin Nunber 2 was going to be
potentially nore challenging than the Nunber 1, |
woul d have -- not having known that, | would have
expected the Number 1 to cost nore tinme than the
Number 2. That was not the case.

Q. And so would it be fair to say that in
certain instances, it would be hard to predict the
cost to P&A a well, and you just have to get in
there to find out what the -- what the work wll
I nvol ve?

A. Yes. And you have to anticipate, of
course -- when you wite your procedures, you have
to anticipate what you think it's going to require.
And gi ven the anount of well history information

avail abl e, you make sone determ nation of what's

Page 140

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



© 00 N o O b~ W DN PP

N NN N NN P P P P P PP PPk
o A W N B O © 0 N O O b W N B+~ O

Loren Diede - October 23, 2025

Exam nation by M. Trenmaine 141
requi red when you wite your procedure. And then
once you open up the wellbore, you'll truly find out
what you're dealing wth.
Q Thank you.
MS. FOX: That's all the questions |

have.
HEARI NG OFFI CER ORTH: Thank you,
Ms. Fox.
M. Tremai ne, do you have any redirect?
MR. TREMAINE: | just have a couple
of questions. [|'Il be brief.
EXAM NATI ON

BY MR TREMAI NE:

Q Good afternoon, M. Diede. You partly
answered ny first question, so | just want to
clarify here. Wuld you agree that relative to your
experi ence when you worked in industry, that the
quality of information about well construction and
hi story available to you at OCD when you' re pl uggi ng
orphan wells is lower than that -- than what you
woul d have had in industry?

A. Yes, that's correct.

Q And in your experience prior to OCD, did
you experience as high of a rate of tubing or casing

failure as you observe in review ng orphan pl uggi ng
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of wells at OCD?

A. I think we're al nost tal king about two
different types of well categories, because nost of
nmy experience in working with an operator as a
consul tant, we were -- well, | was fortunate to be
working with an operator that was trying to be
proactive and take care of those things before they
deteri or at ed.

And | don't think that's the case that
we're | ooking at in orphan wells or possibly even
forced plugging wells. | think these have been |eft
to deteriorate | onger than what | experienced in the
i ndustry with the operator.

Q Thank you. In your experience, if a well
has degraded casing or tubing, would it be standard
practice to continue producing the well in that
condi tion?

A. No. You'd have to -- you'd have to do a
wor kover of sonme sort. Depending on what the issue
was, you'd have to work it over, and | -- yeah.

Q And you received a nunber of questions
about the nature of the exanples you provided as
extrenme exanples. Both of those extrene exanpl es
t hat you outlined today, those were both observed

during your time working with OCD only in the | ast
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1.5 years, correct?

A. That's true, very short period.

143

MR. TREMAI NE: No further redirect.

Thank you.

HEARI NG OFFI CER ORTH: Thank you very

much, M. Tremaine.
Comm ssi oner Anponmah, do you have

guestions of M. Diede?

COW SSI ONER AMPOVAH:  Yes, very

bri ef.
EXAM NATI ON
BY COW SSI ONER AMPOVAH:

Q. So ny first question to you is: You know,

one of our safety concerns, when you visit such a

site, you know, simlar to the exanples that you
showed your slide nunber 8, slide nunber 9, slide
number 10, so concerni ng.

A. " msorry, was there a question there?

Q Yeah. So can you hear ne?

A. | hear you very well. Thank you.

Q Okay. So before | ask you -- | ask the

question one nore tinme, you know, thank you for your

service to our state.

Now, back to nmy question. So | was asking

you, on slide nunber 8, 9, and 10 where you were
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showi ng sone of the figures, the actual things going
on in the field, I was asking: What are sonme of the
saf ety concerns, you know, to you and then also to
even the pluggi ng conpani es when you go to the sites
to do this type of job?

A. Oh, yes. Sorry for m sunderstandi ng.

The safety concerns are a variety of
safety concerns. You know, the exanples of the
unst abl e environnment and the surface -- ground
around the well, that is a major concern because you
have to -- you have to do sone renedi ati on before
you can safely nove in a heavy piece of equi pnment
li ke the rig.

Sone of the others, when you actually have
the rig in place and you start pulling on the tubing
and your casing parts, to nme, that's pretty serious
because now you have no way to safely keep that wel
confined. And so that is -- that worries ne.

Q. Yeah, surely it does. | nmean, | was -- SO
scary when | was seeing all of these figures --
pi ctures.

So, sir, since you are, nore or |ess,
overseei ng the orphan well plugging program and
based on your experience in 1.5 years with the OCD

so what are sone of the | essons that you' ve | earned
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fromall of these wells that have already been
pl ugged? Sone of the |essons that have already been
| earned to at | east guide OCD in noving forward?

A. Well, first and forenpost is be prepared
for alnmobst anything. Do not assune that what you
t hi nk you know about the well is correct. And
number two, alnost inportant -- as inportant would
be to have good comruni cations with your field
supervisors that are actually physically | ooking at
and judgi ng those safety concerns realtinme on-site.

Q. My | ast question to you is -- so you
tal ked about, on your conclusions slide, New Mexico
has 49,964 wells within the state data that are
pl ugged. 1Is there anything that OCD is doing in
ternms of some random water train, or is there even
research that is being done or planned to at | east
mnimze the risk, you know, simlar to what the
extrenme case that you presented to us?

A. ' mnot aware of anything that is
currently being done in that regard. And |ike I
stated, you know, this was kind of sonething new to
me. | had not experienced this type of P&A failure
because | had never really been working around that
many old wells until com ng here to OCD.

COW SSI ONER AMPOMAH:  Thank you,
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sir, for your testinony, and thank you for being
her e.
HEARI NG OFFI CER ORTH: Thank you.
Comm ssi oner Bl oom do you have questions
of M. Diede?
Comm ssi oner Bl oom may have stepped away.
COW SSI ONER BLOOM  |'m here. Thank

you, Madam Hearing Officer.
EXAM NATI ON
BY COWM SSI ONER BLOOM

Q. M. Diede, thank you for your testinony

today. Just a few questions. | don't think we're

going to need too nmuch tine here. Let nme pull them

up.
M. Diede, you discussed the Coll Nunmber 1
well, the GO L-L Nunber 1, correct?
A Yes.
Q Did you nention that it was | eaki ng H2S?
A We did see H2S when the -- our Hobbs

supervi sor and contractor went to | ocation to check

it.

Q | think the nunber |'mseeing is 100 parts
per mllion, correct?
A. Um hnmm
Q For those that m ght not be aware, can you
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expl ain what H2S is?

A. Hydr ogen sulfide gas is basically
poi sonous gas. Sonething that people that work in
the oilfield are very simlar with and routinely
have training how to understand if it's present,
what to do about it if it is. Very poisonous.

Q Yeah. Does OCD staff in the field wear an
H2S nmoni tor or al arnf

A. | know our inspectors have nonitors.

Q How -- again, how close was this well to

that building? It |ooked pretty nearby.

A. Yeah, it's under -- I'msorry for
interrupting. It's under 25 feet fromthe
outbuilding. | don't know the exact footage.

Q. So in your opinion, can wells in need of

P&A, pl uggi ng and abandonnent, threaten human heal th
and the environment?

A. | think there are many things that can
threaten our -- our health and environment. Wells
are just one of them And wells to be plugged, of
course, are al so one. | don't know how to rank all
of those different things and different risks, no.

Q Al right.

COW SSI ONER BLOOM  Thank you very

much for your tine today, M. D ede.
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LOREN DI EDE: Thank you.
COW SSI ONER BLOOM  Appr eci

HEARI NG OFFI CER ORTH: Thank you,

Conmm ssi oner Bl oom

Chair Chang, do you have questions of

M. D ede?
CHAI R CHANG | do not.

HEARI NG OFFI CER ORTH: All righty.

Any reason not to excuse M. Diede?

Thank you so nuch, M. Diede, for your

testi nony.
LOREN DI EDE: Thank you all

as well. Thanks.

HEARI NG OFFI CER ORTH: M. Trenai ne

or M. Hall?
MR. HALL: Thank you, Madam

Oficer. At this tine OCDwll call John Garci a.

He's avail able renotely.

HEARI NG OFFI CER ORTH: All right.

Thank you.
| see him
Hello, M. Garcia, wll you spell

first and | ast nanme, please.

JOHN GARCI A:  Yes. J-OH-N,

| ast name Garcia, GA-R-C-I-A.

ate it.

very much

Hear i ng

your

and t hen
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HEARI NG OFFI CER ORTH: Do you swear
or affirmto tell the truth?
JOHN GARCI A: | do.
HEARI NG OFFI CER ORTH: Thank you.
Go ahead, M. Hall.
MR. HALL: Thank you.
EXAM NATI ON
BY MR HALL:

Q Coul d you state your nanme again, please,
Sir

A John Garci a.

Q M. Garcia, how are you enpl oyed?

A. | work for OCD as an engi neering speci al
proj ect supervisor.

Q. Have you -- in preparation for this
heari ng today, have you prepared witten testinony
to be provided to the Commi ssion?

A | have.

Q. And is that Exhibit 1 of OCD s exhibits?

A It is.

Q. And Exhibit 2, is that a true and correct
copy of your resune or curriculumvitae?

A It is.

Q Addi tionally, have you prepared sone
slides to assist in your summry of testinony today
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as Exhibit 37
A. I have.
Q Addi tionally, have you prepared three --

or have you presented three spreadsheets to be used
in evidence in this matter, nanmely Exhibit 17, the
Mast er Orphan Spreadsheet; Exhibit 25, which is wel
pl uggi ng data from 2024; and Exhibit 16, which is
fiscal year 2024 production information?

A. Yes. And just to clarify, Exhibit 17, the
Master Orphan Sheet, | built and created.
Exhibit 16 was partially built by Brandon Powel |,
who will testify later, but | used sone of the data
in there to justify sonme of ny slides. So -- but, |

guess, just to clarify, he assisted in that

bui | di ng.

Q. And how about Exhibit 25?

A. Exhi bit 25, | have ny slides in front of
me.

Q | can pull it up too.

A Vhi ch one?

Q | can pull that up. | believe that's sone

wel | plugging information and different categories
from 2024 --
A. Correct, that --

Q -- that you referred to in your testinony.
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And thank you for that clarification, M. Garcia.

Do you adopt and -- is all the information
contained, to the best of your know edge, in each of
t hose exhibits correct? Do you have any -- |'m
sorry, go ahead.

A It is, and no nodifications.

Q You have no nodifications? Did | hear
that correctly?

A No nodifications.

Q Okay. Are you prepared to present a

sunmary of your direct testinony to the Conm ssion

t oday?
A. | am
Q | would ask you to go ahead and present

that. And if you'd |like nme to share any slides, if
you woul d please just let nme know and I'Il do ny
best to do that.

A If we can share the slides so | can see
them And, | guess, before we get started, can you
hear ne okay?

Q. Yes.

Can you see that, M. Garcia?
A. | can.
Q Geat. If you would please present a

summary of your testinony. Thank you.
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A. "Il start off, prior to this slide, ny

testinmony includes my witten testinony, which |
summari ze today. In addition is ny resune and
experience. |'ll summarize that briefly.

| canme to OCD Decenber 2019 as a drilling
specialist. | worked in the adm n team processing
APDs, plugging summries, drilling sunmaries, pretty
much any subm ssion that OCD receives.

In 2023, January, | was pronoted to the
engi neeri ng supervisor of the special projects. M
role and responsibility with that -- it's a speci al
projects team so the roles vary. W encounter
hearings for OCD and the orphan plugging, of course.

The Master Orphan Spreadsheet got sone

attention today. 1'll talk about how we built it.
Oiginally, | was tasked by nmy managenent to build
this Excel sheet as -- when | first entered the

program there was a nunber of places, whether it
was OCD s website or various Excel sheets, that
managenent was having to pull data fromto keep
their reporting to whoever was accurate, whether
that was a federal or state governnent.

| was tasked by ny manager, Brandon

Powel |, to be specific to build a database for them
to use specifically. | met wth nmultiple teans,
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st akehol der neetings. It took quite a while to
build and pull off the data. A lot of the data was
built by me, reading and interpreting hearing
orders, with |legal vetting nmy readi ng and
interpretation of those orders to get wells into the
Excel sheet.

We then built it into -- you'll see the
col or schene. |It's not showi ng on the screen, but
there is a color schenme built into it where there is
a black color, a red color, et cetera. Those colors
were built for nmanagenent to have a cl ear, concise
person of who they could contact responsible for
that data. For exanple, Engineering is dark bl ue.
That's m ne and Loren's database that we're
responsi ble for on a day-to-day operational |evel.
That |ist contains about 1800 wells, as people had
t al ked about.

| think that's about it for that slide.

This slide was built just to show sone of
the numbers of wells that are plugged in the state
of New Mexico. OCD plugged 100 wells in the
cal endar year 2024. Forced pluggi ng, sane
definition that Loren used was 129. Industry
pl ugged, 173 wells. This data was used by sundries

that were submtted to OCD, subsequent plugging
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sundri es.

If you can find OCD and forced pluggings,
about 23 percent of the wells plugged were orphan.
If you don't want to count forced plugging at OCD,
about 10 percent were orphan pluggi ng.

| believe that's it on that slide.

This graph was -- this graph was built by
me to try to show the Conm ssion, if the petition
was adopted, how many wells it could potentially
affect. | will note there was sone confusion
internally with OCD. Specifically, | had sone
confusion with it, as well, in the original petition
on the reading of it.

There was sonme confusion on it. The
petition was supposed to be "and/or." Was it
supposed to interpret it as "

was it 180 days and 1,000 BOE or was it 180 days or
1,000 BOE for marginal wells?

or"? So, for exanple,

| chose to use the word "or" in the code
because it showed the nore severe consequence of the
rule, if adopted, so the Comm ssion can have a, |
guess, worst case scenari o m ndset on it when
they're reviewng it.

And basically, this graph shows

33, 000- pl us productive wells, which are wells that
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didn't fall into the categories. That was the
definition that | canme up with it. It was not in
the petition. Marginal, inactive, and benefi ci al

use were definitions in the petition by the

applicants. But, again, | used the word in the

code. So if a well hit 90 days or 90 BCE, it fel

or

into the no beneficial use category.

| think that's about it on this as well.

Now, the following slides are -- they're
wells that | picked. There's no specific reasons
these wells are picked, other than they're good
exanpl es on sone of the confusion that existed with
me and to show the Comm ssion the difference of BOE
and the days produced.

For exanple, the Electra Federal
Number 22, we can see the |last few years of its
production history. W can also see the |ast few
years of the days it reported production. This is
all operator provided data to OCD. This graph is
sinply just showing the BOE versus days conpari son.

If we can go to the next slide, | think
there's a nore refined view of it.

So the Electra Federal well, but it's seen
again on the BOEs and al so dropped the day count.

So the black line on the left that's crossing
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t hrough the data is an indication marker of where
the 1,000 BOE threshold is. Using the "or" m ndset,
this well would be marginal even though it had the,
you know, 350, give or take, days reported
production every year. The |last two years it has
fallen below the 1,000 BOEs for various reasons. So
this is just an exanple of a well that becane a
mar gi nal -- or becanme nargi nal

If you took the production by the year, it
was | ess than 1 BOE per day, just showi ng that this
wel | was showi ng signs of having sonme sort of
probl em

Next slide, please.

Simlar -- | think the well nanme got cut
off of my side. The Eubanks BEN Comwell, simlar
exanple, it's just another well to show the
difference in BOE versus days. This well, we can

see, has a nornmal decline curve. The |last few years

t he production has been overall kind of stable. It
has been under that 90 BOE for this well. However ,
this well | used just to show the fluctuation in

days that it's been producing over the last, you
know, 20 years or so, since 2006. Sone years it's
produced every day of the year. Sone years it's

barely produced on the day count. The BOE doesn't
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really reflect that here as nuch. But it's just
showi ng a difference between BOEs and day
fluctuations.

| think the next slide is also zooned in.
Same item just a zooned-in version of the previous
graph on the last ten years of production. Eight of
the last ten years this well has been below the 90

BOE. Again, with the m ndset of "or," this wel

woul d have been not beneficial eight of the ten

years.
This well was drilled in 2005 to about

4500 feet. |'ll note this well had been sold three

times since 2016. | do not have the exact nanes it

was sold to. They're public record, but it has been
sold three tines.

And then the last well is the Rock Queen.
Simlar mndset, kind of showi ng the difference of
well to well. This well is an older well, 1993.
It's the earliest production OCD has on it. The
production | ooks skewed because they had a few good
years, 2015 and '16, which really brought production
up, but 1t -- inconsistent production from 1993
onward. The days of production were fluctuating
during the sanme tine periods. |'massumng the

operator did sonme sort of workover or reconplete on
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It. And production canme up, and the days still are
fluctuating even though BOE was com ng up. And
that's just a graph showing the difference in days
as wel | .

Same well, just a nore refined view of the
days and the BOEs overlaid on each other with the
90-day BOE threshold | abel ed as that red |ine.

This well has been sold nine tinmes since
it was spud in 1955, which is quite a long life for
awll. It has a lot of selling to go along with
it. It was recently sold in 2024. And I'll note we
have had very little production on this well since
the selling.

This is nmy last slide, and basically there
was sonme questions to Loren about the wells he used
as exanples of OCD' s plugging efforts. These are
the sane wells that Loren discussed. You'll notice
the Cato San Andres 150 and 164 on the |eft-hand
si de.

This shows sone the questions he was asked
earlier about how many tines has that well sold. |
do not have the |last day they produced on here, but
they are public records. Both of those wells follow
a simlar lifespan, just like they did drilling.

They were depth -- drilled in 1967, sold to Sierra
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in 1995. Again in 1999. 1In 2007, they became an
or phan well under order R-14795-A. And as Loren
di scussed, they were plugged by Shell G I Conpany.

The Cato San Andres and Buckskin well, as
Loren di scussed, these are just showing the sane
hi story for these wells, how many tinmes they were
sold or divested. It was drilled by O sen Conpany.
It was sold to R O sen in 1954, and then it was
originally plugged by Jal G| Conpany in 1960. CQur
records are a little unclear there why the operator
didn't plug that well. But, again, obviously, it
was replugged by OCD recently.

The Buckskin, which was our -- the one
that Loren discussed, was drilled by Lanexco in
1980. It was sold to another entity of Lanexco
d/ b/a New Mexico. It was sold again to
Energy Acunen in 2022.

There was an NOV agai nst Lanexco. Wen
they were sold, they were subject to an ACO for a
settl ement agreenent with Energy Acunen. And
Energy Acunen failed to follow that, and OCD pl ugged
this well.

And | believe that concludes ny testinony.

Q Thank you, M. Garci a.
MR. HALL: At this tinme, OCD would
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nove to -- would offer and ask for adm ssion of
Exhibits 1, 2, 3, 7 -- 16, 17, and 25.
MR. CLOUTIER We'll be
cross-examning M. Garcia about that.
HEARI NG OFFI CER ORTH: All right.
Are there objections, aside fromM. Cloutier's
obj ection to 167
SPEAKER: No. But we'll object to 16
al so pending the outcone of that cross-exan nation
fromM. Cloutier, but no objections otherw se.
HEARI NG OFFI CER ORTH: All right. So
Exhibits 1, 2, 3, 17, and 25 are admitted. And we
will resunme our discussion |ater of Exhibit 16.
(OCD Exhibits 1, 2, 3, 17, and 25 admtted into
evi dence.)
M. Cloutier, are you going to begin our
(sic) cross-exam nation?
MR. CLOUTIER. | will do so. Thank
you, Madam Hearing Officer.
M. (inaudible), if I can switch pl aces
with you.
If Ms. Tripp could give us screen sharing
aut hority, please.
MS. TRI PP: | believe | have it, yes.
MR. CLOUTIER And we filed and
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served on all parties certain denonstratives that we
were up late |ast night building.

M5. TRIPP: You should be seeing | PNM
denonstrative Garcia as the head?

MR. CLOUTIER. Thank you. W' ve got
it. Thank you.

MR. TREMAI NE: Madam Hearing O ficer
we have sone objections to both of these exhibits.

If this is premature, that's fine. O if you would
|i ke us to, we can | odge those objections at this
tinme.

MR. CLOUTIER We're not admitting
these exhibits here. W're using them as
denonstrative right now, and we'll provide testinony
on them |l ater.

HEARI NG OFFI CER ORTH: All right.

MR. HALL: My | present ny
obj ections including based upon that basis?

HEARI NG OFFI CER ORTH: Yes, present
your objection. W may or nmay not tal k about it
ri ght now, but go ahead.

MR. HALL: Very well. Thank you.

We have three general objections. The
mai n one being the tineliness. There was a deadli ne

of October 15th to file denonstrative exhibhits at
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5:00 p.m, while these cane at 8:06 this norning,
| ess than one hour before the hearing started.
Additionally, related to that, M. Garcia
has not had very nuch tine to review that or anal yze
It and internalize that.
Al so, he's m scharacterizing and altering
an exhibit that has been admtted into evidence.
HEARI NG OFFI CER ORTH: All right.
Thank you for that.
Let's proceed through the
cross-exam nation. And just a caution for
M. Garcia.
M. Garcia, if you feel that you are
unabl e to answer a question or questions based on a
| ack of time to review these, just say so.
JOHN GARCI A:  Under st ood.
HEARI NG OFFI CER ORTH: Go ahead,
M. Cloutier.
MR. CLOUTIER: Thank you.

EXAM NATI ON
BY MR. CLOUTI ER:
Q M. Garcia, nmy nane is Andrew Cl outier. |
represent |PANM | do want to thank you for your

public service industry. And the regulators

sonetimes row their oars in the sane direction and
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sonetinmes don't, and this is one of the tinmes we
don't.

|"ve got up your direct testinony that you

subm tted, correct?

A. Correct.
Q And you descri bed the creation of
Exhibit 16 as using -- in the second sentence of the

par agraph that we've got up there, applying --
"applying” is ny word -- | quote now, "a sinple

i f/or script was programed into the Excel
spreadsheet to return the category title based on
the paraneters set in the petition." Did | read
that correctly?

A. Correct.

Q. And you tell the Comm ssion in your direct
witten testinony, "Those paraneters are defined in
the petition,"” correct?

A. Correct.

Q. And it says, "As," and | quote, "' marginal

wel | ' cl ose quote, "which means an oil or gas wel
t hat produced | ess than 180 days and | ess than

180 barrels of oil equivalent within a consecutive
12-nonth period," correct? That's your direct
testinony?

A. Correct, 180 days and 1,000 BO -- barrels
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of oil equivalent.

Q And that was your direct testinony with
the word "and" in between the two paraneters,
correct?

A. This was a copy and paste fromthe
petition, but, yes, the word "and" is present.

Q Al right. And you have told us today
after | submtted our denonstratives that, in fact,
the word "or" was used when you created OCD
Exhibit 16 for marginal wells, correct?

A. Correct. Again, there was sone confusion
on the interpretation of the petition. So | chose
"or" based on direction fromnm managenent and | egal
counsel .

Q. Okay. Which managenent directed you?

A. Brandon Powell, who will speak |ater and
can probably talk nore about it.

I will note, | believe since | built that
exhibit, | believe the parties have had nore
di scussi on on that, which Brandon may di scuss | ater.
Again, |I'mnot offering an opinion on the rule, just
nmore of, here's what the npst substanti al
expositional could be, and "or" is the nore
substanti al text.

Q Correct. But in your witten testinony,
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you told the Conmm ssion, you told the parties that

you used the word "and" incorrect -- in doing this,
correct?

A. As the petition defines, yes.

Q And that was -- when you wote your direct

testinmony after using the script that you used, you
i ncorrectly described the script here in your direct
testinony, didn't you?

A. | wouldn't disagree. | would, again, say
there was sonme confusion on how you would read and

interpret the rule on a broad basis. And it's

confusing if you wanted the word "or" or "and.

And, again, per direction frommnmy nmanagenent, we

used the word "or.
So | would say the sanme is true in ny
testinmony, is here the petition aligns and how t he
code wor ked, based on our interpretation of the
rul e.
Q You tell us that you did it based on the

paranmeters set in the petition, and the petition

says "and" between the two categories -- or two

I ssues in marginal well. And, in fact, the script
said "or," and all the data in Exhibit 16 was based
on "or," not "and," correct?

A. | still stand by ny statenent. | think
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we're going in circles. M line 5 says an "if/or"
script was programmed. So | wasn't trying to, you

know, catch anyone off guard. | said | used the

word "or" based on the petition, which was copied
and pasted bel ow, because there was sonme confusion
on interpretation of the petition.

Q | understand confusion -- there's a
possibility of confusion with the petition. But

were you confused when you signed your direct

testinmony as to whether you used the word "or" or
"and" when you correct -- when you prepared
Exhibit 167
A | used the word "or," and that's what |
si gned.
Q. What did you sign that used the word "or"?
A The exhibits, which included the code.
Q Okay. The Exhibit -- the Exhibits 16 and
17 did not include the script init, didit?
A. Exhi bit 16 and 17 did not. Hi storically,

codes tend to get broken the nore they're shared.
And so it showed the result of the code, but the
code was provided to | PANM per the request.

Q | agree. On the next page that we'll show
you -- in fact, why don't we go to the next page of

the -- very briefly.
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We had a heck of a tinme re-creating
Exhibit 16 fromthe data, and | finally asked your
counsel if we could have the "if/or" script. And I
asked | ast week, and | don't think unpronptly, but
after Cctober 15th, we were provided the script.
And this sets forth --
MR. HALL: Objection to the sidebar
and the testinony fromM. Coutier.
HEARI NG OFFI CER ORTH: M. Clouti er,
pl ease get to your -- get to your point here.
Q (By M. Cloutier) This is us being provided
with the script, correct, M. Garcia, Monday,
Oct ober 207
A. According to what you're showing, that's
t he day our counsel sent it to you.
Q. Are you aware of any of the parties --
I ndustry parties to this rulemaking getting this
script before October 207
A. Not to nmy know edge.
Q Al right. Thank you.
MR. CLOUTIER. Go back to page 1,
pl ease, Ms. Tri pp.
Q (By M. Cloutier) And on the new benefi ci al
use, sane -- we have the sane "and/or" issue. You

used the word, "For at |east 90 days and has not --

Page 167

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



© 00 N o O b~ W DN PP

N NN N NN P P P P P PP PPk
o A W N B O © 0 N O O b W N B+~ O

John Garcia - October 23, 2025

Exam nation by M. Cloutier 168
and has not produced at |east 90 barrels of oil

equi valent,"” in your testinony that was witten,

sworn, and submtted to the Conmm ssion, correct?

A. Correct.

Q And, in fact, when you created Exhibit 16,
you used the word "or," not "and,"” in witing the
script, correct?

A. Agai n, correct.

Q Al right. And where in your testinony

did you advise the Comm ssion or any of the parties
to this rul emaking that Exhibit 16 was, in fact, a
wor st case scenari o, not the paraneters set forth in
the petition and the proposed rul emaki ng?

A. Agai n, Exhibit 16 just shows how OCD was
interpreting this petition, and there's confusion in
our directive. This what we built to give the
Comm ssion the m ndset of what this could affect.

It was our interpretation of the rule. |
think we've seen a lot in this, that data coul d be
taken in different ways, and this is how we
i nterpreted the data.

Q Ckay. All right.

MR. CLOUTIER: We've done the second
page, Ms. Tripp, so if we can go to the third page.

Q (By M. Cloutier) This is a page that we
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prepared | ast night after finally sorting out this
script and served this nmorning. |It's Exhibit 16
with the script that you wote up top, correct?

A. I will note there's -- you guys caught it,
| believe, but there's a m ssing parenthesis, which

| think got lost in transit to you guys, between the

first "or" and H2.
Q Okay.
A. O her than that, that's pretty accurate.
Q There was a m ssing parenthesis there,
correct? But that didn't -- that didn't affect the

nunbers either, did it?

A. One to the right, if it ran without the
parent hesis there, it would have probably caused
| ssues, but

Q. Okay.

MR. CLOUTIER. On the second -- why
don't we go to the next page, Ms. Tripp, since
that's what M. Garcia is tal king about.

Q (By M. Cloutier) So we fixed essentially
two things that were not conpletely proper here, and
one of themis the parenthesis that you're talking
about, but it didn't -- in our analysis, it did not
change the nunbers in Exhibit 16 when we ran this

scri pt.
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MR. HALL: Once again, object to
M. Cloutier's testinony. | would ask that he ask
M. Garcia a question instead of testifying.
MR. CLOUTIER:  Sure.

Q (By M. Cloutier) Wth these corrections,
do the nunbers change on Exhibit 16? Wre you able
to run the corrected script, M. Garcia?

A | have not.

Q Okay.

MR. CLOUTIER Let's go to the next
page, Ms. Tripp.

Q (By M. Cloutier) Now, correction nunmber 2

that we've -- our |abeled here, is changing before
the word -- well, let nme talk about this script
her e.

There's the "If SS," I-F-S, correct? Do

you understand that to be a command that if it neets
one of the categories in the sequential order, then

you stop because you categorized the well? |Is that

your understandi ng of how the script works?

A. Correct. This is a chunk statenment, is
what | refer to it as, the reason the first chunk of
I nformati on and proceeds to the next one, depending
If it was a true or false result.

Q And you -- for the definition of an
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active, which follows the parenthesis here, you have
asked the script to |label as inactive if sonething
in H2 of the Excel spreadsheet or L -- spreadsheet
is 0; is that correct?

MR. HALL: Objection. M. Garcia did
not conpile this docunment. M. Cloutier did. So
his characterization of you doing this would be
m sl eadi ng.

MR. CLOUTIER  Anything in the red,

" mtal king about the work that he did, which is
what he did here, correct?

HEARI NG OFFI CER ORTH: That's how I
understand it.

Q (By M. Cloutier) That's what you did, was
used script that was intended to, if H2 or L2 equal
0, the well should be |abeled as inactive. |s that
how you understand the script that you wote?

A. To clarify, if we're |ooking at
Exhibit 16, H2 and L2, call them H as days, call
themL as BOEs. L2 is the row nunber we're on and
SO is H2.

So Hand L, what this code is saying is,
I f days equals 0 or BOE equals 0O, |abel it as
| nacti ve.

Q Ckay. And this page that |'m show ng you
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for no beneficial use, we have changed from "ands"

to "or." You had it "or." If either the days were
| ess than 90 or the BOE was | ess than 90 in H2 and

L2, it should be defined as no beneficial use?

A Again, if you want to change how you
interpret the original petition to "and," you can
change the "or" to "and,"” it will result in

di fferent nunbers because you changed the paraneters
and the data it was fed.
Q Okay.

MR. CLOUTIER  Ms. Tripp, why don't
we pull up the original petition beneficial use for
a monment, if we could.

MS. TRIPP: Yes. It wll take ne
just a second because | have the anended version.

MR. CLOUTIER: Yes. Thank you.

MS. TRIPP. Let ne stop sharing.

You shoul d now be seeing the application
that was filed June 25, 2024.

MR. CLOUTIER If you could go down
to 19.15.25.9(A).

MS. TRIPP: 9(A)?

MR. CLOUTIER: The -- no. |It's way
down there. It's not in the definitions.

M5. TRIPP. Okay. | got it. Sorry
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about that.

MR. CLOUTIER  Assunption of
Non- beneficial Use. 15.25 -- sorry, | did wite it
down. Can you do a control-F for beneficial?

There we go. Next one. Keep going.
M5. TRIPP: There's only 20.
MR. CLOUTI ER: | know.

MS. TRI PP:  No.

MR. CLOUTIER: Three nore?

CHAIR CHANG. Can | ask a clarifying
guestion while you're searching for that for a
second?

MR. CLOUTIER:  Sure.

CHAIR CHANG. | believe ny printed
materials here may have nunmbering of exhibits that
m ght be slightly different than yours, and you
refer to Exhibit 16, is what you're trying to cross
on. Can you give ne the title of that docunent?
Because what |'m | ooking at doesn't seemto track
with what you're tal king about.

MR. CLOUTIER: Exhibit 16 is the
slide that M. Garcia showed us, OCD Exhibit 16,
which was a pie chart that was in his .

MS. TRI PP: It's -- Iin the
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denonstrative, it's a pie chart. Exhibit 16 is
actually an Excel spreadsheet.

MR. CLOUTIER Okay. The
denonstrative was the pie chart.

CHAIR CHANG  Okay. But the pie
chart is -- | have it as slide in Exhibit 3 then; is
that correct?

M5. TRIPP. That is correct, yes.

CHAI R CHANG. Now we're on the sane
page. Thank you.

MR. CLOUTIER: Thank you.

Q (By M. Cloutier) M. Garcia, what you're

sayi ng, though, is that you were personally confused

by the words "and" or "or," and you used "or" in the

script twice where the petition actually uses the

correct?

MR. HALL: Objection, asked and

word "and,
answer ed four tines.

HEARI NG OFFI CER ORTH:  Yeah,
M. Cloutier, he has answered this quite a few
tinmes.

MR. CLOUTIER:.  Okay.

Q (By M. Cloutier) M. Garcia, do you agree

that using the word "or" in the script for no

beneficial use wells instead of "and" would

Page 174

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



© 00 N o O b~ W DN PP

N NN N NN P P P P P PP PPk
o A W N B O © 0 N O O b W N B+~ O

John Garcia - October 23, 2025

Exam nation by M. Cloutier 175
overstate the nunber of wells for which there woul d

be a presunption of non-beneficial use?

A | would say using the word "or" would

show -- again, I'mnot offering an opinion on the

rul e. The word "or" would show the Comm ssi on when

they're evaluating this case between the parties on
the nore substantial effect it would have agai nst
i ndustry, and it would show the nore burden it would
provi de industry.

Using the word "and" would |ighten the

numbers and |ighten the burden the industry would be

under, if you used the word "and" instead of "or

with this proposed rule.

Q If you used the word "or," you capture a
group of wells that, for instance, m ght have
produced nore than 90 days, but produced | ess than

90 BOE, correct? For no beneficial use?

A. Pl ease repeat it, your question.
Q Yes. |If you used the word "or" instead of
"and," Exhibit 3 would -- would calculate as --

woul d show as no beneficial use, for instance, a
wel |l that produced nore than 90 days, but |ess than

90 BOE, correct?

A. Sure, because it's |l ooking for either/or.
Q Right. And the sane for marginal, if you
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use the word "or," you're |looking at a well that --
It could include wells that have nore than 180 days
production, but produced |less than 1,000 BCE,
correct?

A. | can answer that question, but just for
me, can we see that slide that was just shown back
up?

Q. Sure.

MR. CLOUTIER Ms. Tripp.
A. | like |looking at nunbers.
MR. CLOUTIER: We |ost the visual.
M5. TRIPP: Can you see it now?
JOHN GARCI A:  Yes.

A. Can you repeat the question? Sorry.

Q (By M. Cloutier) Sure. So we're |ooking

on the second |line, you've got a fornula for

marginal in red. W have the word "and." You have
the word "or" there, correct?
A. Correct.
Q And by "perfect," you nean yes, correct?
A. Correct, | said. Sorry.
Q That's all right. Just want to be clear.

And when you use the word "or," you would --
M5. TRIPP. Sorry about this.
Q (By M. Cloutier) When you use the word
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or," you would -- you could capture a well that
produced | ess than 180 days, which is part of the
definition of marginal rule, but nore than 1,000
BOE, correct?

A My general statenment, | guess, on this
code that we're seeing here, the nore |I'm | ooking at
this would be, 1'd heavily caution saying anything
agai nst this code. The edits you nmade actually seem
to break the code because your graph below, you're
show ng nearly 1,000 wells that are in the NA
cat egory, which neans the code didn't know what to
do with 1,000 wells.

Q. Okay.

A. And you're saying why it's doing it?
Because a |lot of wells in this data sheet that have
0 days produced but they show BOEs, and they have
t he opposite to --

Q Vell -

A. -- the BOEis 0 days is simlar. So |
woul d be hesitant to say that wells are being
cat egori zed correctly here.

Q | think you agreed with the parenthesis
there, and we did not change the word "or" in your
code. We just put the parenthesis there for

I nactive, which is what you're using, correct?
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MR. HALL: Objection to
M. Cloutier's testinony once again. He should ask
guestions instead of characterizing the evidence.

MR. CLOUTIER Well, he's just told
me that the code we're showing is wong for the word
"inactive," and |I'mjust asking himif all we did
was add a parenthesis, which he agreed to at the
outset of his testinony.

HEARI NG OFFI CER ORTH: Ri ght, he
asked himto agree -- whether he agrees.

A. The code that is being displayed on ny
screen has nmultiple red things edited. Wth all of
those red edits, the code seened to break because

you have 954 uncategorized. So |I'm hesitant to say

you're changing of just the "or" --

Q (By M. Cloutier) Ckay.

A. -- unchanged effects, marginal effects, on
t his.

Q. But nmy question, M. Garcia, was not
whet her the code was broken or whet her you agree
with the code. M question was: |f, when you're
searching and classifying a well as margi nal, you
used the word "or," you would pick up wells, for

I nstance, that produced |ess than 180 days, but

produced nore than 1,000 BOE and cl assify those
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wells as marginal, correct?

A. Correct. | believe |I've been very open
about that and using that electrical as an exanple
of confusing and issues that the rule could face.
The electro well showed a 350-day production
consistently with less BOEs. And, again, that's
what | discussed outside, about how the confusion of
this could be "tooken."

Q Okay. And so what you're telling us is
that internally at the G| Conservation Division,

you knew that Exhibit 3 and Exhibit 16 were run with

script that used the word "or," but when you signed
your testinony, you used the word "and"” in both your
definitions of margi nal and no beneficial use,
correct?

A. Again, ny testinony says | used a "if/or"
statement, which is true and correct. The
definitions were copied and pasted out of the
petition. And the "if/or" was based on our
i nterpretation and readi ng of those definitions.
Those definitions are not mne. They are pasted.

Q So your --

MR. CLOUTIER: Can we go back to the
testinony, please, M. Tripp.

Q (By M. Cloutier) So what you're telling us
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Is that we should have realized with the statenent
“if/or" in the third sentence of this paragraph,
that you did not use the category title based on the
paranmeters set in the petition like you did -- you

say later in the sane sentence you, in fact, did not

use the word "and" and substituted "or" for it,
correct?

A. | don't understand the questi on.

Q Sure. Sure. You say at the end of the

sentence that whatever you did was, quote, "to
return the category title based on the paraneters
set in the petition," correct?

A. Correct.

Q And what you're telling us now is by using

the phrase sinple "if/or" script, everyone should

have known that you were using the word "or" instead
of "and" when you wote the script?

A. Again, | can't testify to what everyone
shoul d have known by reading that. | don't know
everyone's confort |evel.

Q Is -- was that your intention in
witing -- in signing as true and accurate, this
sent ence?

A. This sentence shows how t he Excel was
built with the "if/or" script based on our
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I nterpretation of the petition.

Q And then your interpretation of the
petition is in the "if/or" script. And then in the
| mredi ately proceedi ng next two sentences, you
denonstrate your understanding as of the date you
signed your testinony that the petition used the

word "and" in both the marginal well and no
beneficial use definition, correct?

A. Agai n, yes, correct. | think we covered
t hat .

Q. Woul d you agree that there's no statenent
in your testinmony that the exhibits you're --
running a script through Exhibit 16 was neant to
show a worst case scenario, not what the rule
actually would have resulted in?

A. The words "worst case" do not appear in
this, what we're staring at on the screen.

Q Is there any affirmative statenment in your
testinmony that the script that you ran through
Exhibit 16 would not reveal to the readers and --
well, let's read the bottom of the sentence.

You tell everyone that based on -- that
| ooki ng at the data for 2024, running it the way you
did, "It shows, based on the petition, OCD woul d

have 33,211 wells deened productive (which are not
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in a petition category), 11,499 wells deened
mar gi nal, 6,400 wells deened inactive, and 4, 380
wel | s deened as no beneficial use,"” correct?

A Again, correct. The results are based on
OCD' s interpretation and directive fromny
managenment who was in nore neetings and di scussi ons
about the rule and neaning behind the rule than I
was, but | relied on ny managenent on the

i nterpretation and trusted them And based off ny

know edge of ny di scussions, the word "or" was what

was to be used. So those nunbers are correct.

Q When you used the word "or" in the

definition of marginal and no beneficial use, those

numbers are correct. |Is that your testinony?
A. Of OCD s original interpretation of it.
Q. Yes. And there's at |east the potenti al

that they're incorrect if you use the word "and"?

A. | think if you change m ndsets, anything
woul d change.

Q And you did this at the direction of
managenent ?

A. Correct, who |I'm assum ng woul d probably
cover any other questions on it as well.

Q Ckay. Interesting.

MR. CLOUTIER: Okay. We object to
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admtting anything to do with Exhibit 16, Madam
Hearing O ficer, as the data is being presented as
if its consistent with the petition, and it clearly
IS not.

HEARI NG OFFI CER ORTH. M. Hall?

MR. HALL: Yes, | -- Exhibit 16 has
nothing to do with this |ine of questioning, in ny
opinion. It's not where the script went, and |
think he's referring to a pie chat -- a pie graph
maybe in a different exhibit.

Exhi bit 16 should cone in.

MR. CLOUTIER. And we object to the
adm ssion of the pie chart as well.

HEARI NG OFFI CER ORTH: So the pie
chart | think was part of Exhibit 3; is that true?

CHAIR CHANG Page 4 of Exhibit 3; is
t hat correct?

MR. CLOUTIER:  Yes.

MR. HALL: And |I'm happy to respond
to that. | don't want -- if it's premature, | can
wai t .

HEARI NG OFFI CER ORTH: Yes, go ahead.

MR. HALL: That exhibit speaks for
I tself based upon M. Garcia's testinony of how he

I nput the data and the code. They are free to make
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their owmn -- everyone's free -- here is free to nake
their own conclusions fromthat. And his testinony
associ ated does not nmake it inadm ssible.

MR. CLOUTIER  And Exhibit 16 al so,
Madam Hearing O ficer, actually contains the
affirmati ve categories that resulted fromthe script
that M. Garcia ran through. So it categorizes
wel | s as non-beneficial use or inactive or marginal
based on the script that he ran, not on the
petition.

HEARI NG OFFI CER ORTH: Al'l right.
So, M. Hall, would you like to address that? |[|'m
| ooki ng at 16.

MR. HALL: Sure, the sane.
M. Garcia has not hidden anything, as M. Cloutier
is at least inmplying. He has testified forthrightly
about the inputs he put in. He has subjected
himsel f to cross-exani nati on.

The Commission is certainly free to draw
what ever concl usions fromthe results based upon the
i nputs, that he has been an open book about how he
put themin. That doesn't -- again, that doesn't
make it inadm ssible.

HEARI NG OFFI CER ORTH: All right.

M. Suazo, do you have anything to add?
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MR. SUAZO. No, Madam Heari ng

O ficer.
HEARI NG OFFI CER ORTH: M. Rankin?
MR. RANKIN: |'mjust wondering, |
think -- I think |ooking at Exhibit 16 and

under st andi ng, | think, what happened, 16 is
confusing, and it does -- does not seemto align
with the petition.

So |'"mwondering if there's an opportunity
just to -- and | don't know, but just to have
M. Garcia do it again. | think it would be useful

to see what the Division's understanding of the rule

is and how it breaks out the data. | haven't talked
with anybody el se about this, but | just -- it is
m sleading. | don't understand -- it seenms to not

accurately reflect what the petition says. So |
don't know if the utility would serve to admt it.

But anyway, so ny suggestion is maybe to
withdraw it and see if it can be done again with the
opportunity for counsel to review it and cross again
on that issue.

MR. TREMAI NE: Madam Heari ng

Oficer -- this is Jesse Tremaine -- if | my?
Brandon Powell will be able to speak to this. John

Garcia did not generate Exhibit 16. That was a data
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pul |, and John Garcia -- and | believe he did
clarify this, that he used Exhibit 16 and applied a
script to Exhibit 16 -- or the underlying Excel
sheet for 16, to generate the information that he
i ncluded in the pie chart.

So there is additional foundation that can
be laid here. But as the foundational data that
M. Garcia used, Exhibit 16 is not objectionable.

HEARI NG OFFI CER ORTH:  Anyt hi ng
further, M. Cloutier?

MR. CLOUTIER | would just say that
"' m not sure why Exhibit 16 is being tendered
through M. Garcia if he's not the one who can | ay
t he foundation for it.

HEARI NG OFFI CER ORTH: As |
understood M. Trenmine just now, it's because he
used it to create the pie chart.

MR. CLOUTIER. So | still object to
its adm ssion, and | object to the adm ssion of
page 4 of Exhibit 3.

HEARI NG OFFI CER ORTH: All right.

So -- I'"'msorry, who said sonething?

CHAIR CHANG May | also clarify a

question? |Is there -- so | understand the pie chart

part. And in your denonstrative that was extensive
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di scussion of the lines of code. Looking at ny
printout of Exhibit 16, which, of course, doesn't
show any code, what colum exactly is the columm at
I ssue? O which colums are at issue? Could you
just put that into -- you know, just for the record
so we're all on the sane page?

MR. CLOUTIER: Ms. Tripp, can you
pull that up for nme? | don't have it up and don't
seemto be connected to W-Fi.

MS. TRIPP: Yes. Just know that it's
a large file, so it's taking nme a second.

MR. CLOUTIER: All right.

MR. TISDEL: Madam Hearing O ficer?

HEARI NG OFFI CER ORTH: M. Ti sdel .

MR. TISDEL: Yeah, | appreciate
M. Rankin's suggestion that we have OCD run those
numbers again. | would just say M. Purvis did do
sonething very simlar to this in Applicant's
Exhi bit 40. That was the scatter plot that showed
no beneficial use, marginal wells that had been
admtted into evidence and could just be used as a
repl acement for Exhibit 16.

HEARI NG OFFI CER ORTH: All right. It
seens to ne that we m ght want to tal k agai n about

Exhibit 16 when M. Powell is testifying. So let's
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hold off on the adm ssion of 16.
| do understand, though, that M. Garcia
prepared Exhibit 3? And the pie chart in Exhibit 3?

MR. CLOUTIER  Yeah.

HEARI NG OFFI CER ORTH: All right.

MR. CLOUTIER: And I'mgoing to talk
about pages 5 and 6 of Exhibit 3, as well, wth
M. Garcia with the tinme remaining.

HEARI NG OFFI CER ORTH: Okay. | think
we've already admtted 3.

MR. CLOUTI ER: Ckay.

HEARI NG OFFI CER ORTH: We have. So
let's hold off on 16. And perhaps the Division, the
applicants can tal k about whether it is worthwhile
to file another 16.

We do still have plenty of hearing days
|l eft and tine to explore this topic further. So
|l et's hold off on the adm ssion of 16.

M. Cloutier?

MR. CLOUTIER. What's ny tine, Madam
Hearing O ficer?

HEARI NG OFFI CER ORTH: Hold on one
second.

So you would have had, let's see here,

anot her 15 m nutes or so, but we'll add -- we'll add
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some m nutes for our discussion just now.

MR. HALL: Madam Hearing Officer, may
| just interject a concern about what | see
happening a little bit here? And | just want to
raise it soit's not last mnute if it comes up
agai n.

Seens a |l ot of stuff is getting shifted
over to M. Powell, and | just ama little worried
about being able to go through everything with
M. Powell. So | just want to raise that issue.

We each only have a certain amount of
time, and there's a lot of material to review,
bondi ng, financial assurance, |anguage of the rule,
authority, a lot of material. And | do have a
little concern about it all getting bunped down to
M. Powell, and we only have a certain anount of
time to review all of that with one w tness.

HEARI NG OFFI CER ORTH: Al'l right.
VWhen we get to M. Powell, if you want to bring that
up again, we can talk about it again.

MR. CLOUTI ER: Madam Hearing O ficer,
if I may? It mght a good thing for us to take up
at a different tinme, but probably before we start
preparing or finalizing our cross-exam nation for

M. Powell, because it will nmake a difference to us.
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HEARI NG OFFI CER ORTH: Ckay.

MR. CLOUTIER All of us, if you
don't m nd.

HEARI NG OFFI CER ORTH: All right. So
we -- we're not going to get to M. Powell today.
|"mjust certain of it. Let's talk about this
t onor r ow.

So let's see. Should we take perhaps a
ten-m nute break, and then you can resume with your
| ast 15 m nutes of questions?

MR. CLOUTIER: Thank you, Madam
Hearing O ficer. That would be fine.

(Recess was taken from2:38 p.m until 2:49 p.m)

HEARI NG OFFI CER ORTH: All right.

M. Cloutier?

MR. CLOUTIER: Thank you, Madam
Hearing Officer.

Q (By M. Cloutier) M. Garcia, are you ready
to go back?

A. Yes, sir.

Q | " mgoing to switch topics to --

MR. CLOUTIER: Let's pull up OCD
Exhibit 17 first, please.

A. | can see it.

Q (By M. Cloutier) Okay. And this is the
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Mast er Orphan Spreadsheet that you testified you
created, correct?

A. Yes, sir.

Q Al right.

MR. CLOUTIER: And this exhibit cuts
of f on what colum please, M. Tripp?
Cuts off over here in the -- no. Is this
55 or -- yeah, this is -- well, Exhibit 55. Okay.
Q (By M. Cloutier) So | ook at Exhibit 55.
MR. CLOUTIER Let's go back to the
far | eft-hand side, then.
Sorry, Ms. Tripp, | msconmunicated with
you about which one | wanted up first.

Q (By M. Cloutier) What does the words in
colum C "plugged site rel eased” nean, for instance,
as we see in line 10 next to the Sivley Jennings
Federal nunber?

A. Pl ugged site release, in general for OCD
is atermgiven to a well after the well has been
pl ugged and OCD has approved the plugging. And
depending on the well type, is it a federal or
state.

If it's a state well that OCD has been to
the site and, you know, our inspectors have been to

It, they're happy with the site the way it |ooks,
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trash, spills, et cetera, we can plug site rel ease
it.
If it's a federal site, OCD only plugged
the well, and then our database basically

automatically puts it in site release, as it is

assumed BLM wi Il be handling any site cl eanup.

Q Okay. And down bel ow that, M. Garcia,
think the first instance -- if I'"'mlooking at it,
it's inline 19 -- the Tol mack State Nunmber 2, we've

got plugged, not rel eased. What does that nmean?

A. Correct. That's sonething very simlar.
Basi cal | y plugged, not released nmeans OCD has -- or
an operator or OCD, whoever is plugging the well,
has plugged the actual well bore, and OCD has
approved that plugging. But the site has either not
been inspected for state wells or it could have been
rejected due to environnental factors, et cetera.
There woul d be nunmerous reasons why it was rejected,
but basically, it's pending site inspection and site
cl ear ance.

Q Okay. All right. So it mght be, as far
as -- in order to have the word "plugged" there in
colum C, whether it's site rel eased or not
rel eased, that nmeans OCD -- the plugging work has

been done and OCD has approved that pluggi ng work,

Page 192

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



© 00 N o O b~ W DN PP

N NN N NN P P P P P PP PPk
o A W N B O © 0 N O O b W N B+~ O

John Garcia - October 23, 2025

Exam nation by M. Cloutier 193
correct?
A On the physical wellbore, correct.
Q Right. And up top, lines 5 -- sorry --

lines 4 through 8, it |ooks |like we've got sone
Lansfort wells that | ook |ike they' re owned and
operated by Energy Acunen, correct?

A. Correct, that's what this shows.

Q It shows active, correct, in their status
col um, colum C?

A Correct.

Q Yep.

MR. CLOUTIER: And if we scroll over

to the colums BI, BK, please, M. Tripp. Slow

Q (By M. Cloutier) So for these particular

well's, we've got actual plugging cost figures,

correct?
A. That's what the Excel sheet has, correct.
Q Yes. And as far as -- you maintain it to

be an accurate representation of OCD s data,
correct, M. Garcia?
A. |'d agree with that.
And just note | tal ked about testifying

earlier, and | didn't have it up. But since you do

the colors, on the 2, just like line 1, we see the
purple. It says, "Project Team" It has Jinms nane
Page 193

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



© 00 N o O b~ W DN PP

N NN N NN P P P P P PP PPk
o A W N B O © 0 N O O b W N B+~ O

John Garcia - October 23, 2025

Exam nation by M. Cloutier 194
|isted there along with a few others. Those are the
peopl e responsible for this data. But according to
what OCD provided you, this is the data we had at
that tinme. Now, if that teamhas revised it in any
way, | cannot say if that's true or not.

Q And, yeah, thank you. And that's a good
correction. So other people have access to
different portions of this spreadsheet. For
i nstance, if we keep going --

MR. CLOUTIER: | don't want to,
Ms. Tripp.

Q (By M. Cloutier) But if we were to keep
going to the right, there's a yellow section dealing
with bonding. And what you're telling ne is
sonebody else within the Division has -- responsible
for that yellow section, for instance, correct?

A. Correct. Again, not to go over ny
testinmony, | built with this a | ot of team
st akehol ders. And the colors basically represent
t hose stakehol ders, those team engagenent and what
they were -- deened inportant by their teans to be
I ncluded in this master Excel sheet.

Q And just | want to be clear for the
Lansfort wells here since -- it appears fromthe

purple, you would agree with ne that if you were to
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read for the Lansfort wells and you were to see
t hese actual plugging costs, that would indicate to
you that plugging activity has at |east started on
these wells, if not been conpleted? Wuld that be a
fair interpretation?

A. | would assune, based off the dollars, the
actual plugging cost has taken place or began.

Q And you, John Garcia, would be relying on
sonebody else within the Division, in this case the
special projects area, to have accurately put that

data in? You wouldn't know one way or the other,

correct?
A. Correct. And just to clarify, the speci al
projects team |'m engi neering special projects. |

do engi neering special projects.

Q. Yeah.

A. There is also a Division-w de speci al
projects team which Jimoversees, and his teamis
responsible for this data, not to confuse the two.

Q | appreciate the clarification,

M. Garcia, and | apologize if -- | did not intend
to m sstate.

So wwth the Lansfort wells being active,
t hat woul d suggest to you in your part of the

spreadsheet, that at |east you have not gotten word
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t hat an inspector has gone out and inspected and
approved the plugging. |Is that a fair statenent?

A. Il would not rely on colum C. | would
scroll over to the dark blue and the |ight blue.
The dark blue is nmy responsibilities, which tal ks
about if sonething has been submtted and approved.
The light blue is our inspections teamthat would
tell me if soneone has been on-site, yes or no.

Q Okay. Let's -- tell ne where to stop.
Okay. There is -- light blue is right over there.
Just a little bit further to the right. There we
go.

A. Correct, yeah. So our inspector
supervisor -- are responsible for going out on-site

and seeing if it's approvable or not.

| will note on the dark blue to the left,
we saw that it says, "Rejected.” So that's why
these are still in active status, is Loren, when

reviewi ng and rejected the sundries. Therefore, the
wel | bore's approval is not done, hence the active
status still.

Q Ckay. So work has been done on these --
and |'m asking these questions because I'ma little
confused as to why | was seeing plugging costs and

all that. And you've assisted ne in understanding
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that. So thank you, M. Garci a.
Now, | take it fromyour direct testinony
you don't have anything to do with OCD Exhibit 29,

the financial assurances report?

A. | do not.

Q Okay. And you wouldn't be the right
person to ask any questions about that, correct?

A. Not on financial assurance.

Q Thank you. Yep.

MR. CLOUTIER Okay. Can we go back
to Exhibit 3, the slides, and page 5 and 6, please,
Ms. Tripp.

Q (By M. Cloutier) And did you see the
rebuttal testinony submtted by M. John Nabors of

Spur ?

A. | did.

Q Okay. And Spur is the -- you understand
Spur to be the operator of this well, the Electra
Federal 227

A Correct.

Q. And M. Nabors basically stated, which
t hink these visuals show as well, that, yes, indeed

the well produced |less than the 1,000 BCE as
provided in the definition, but for all dates, it

produced nore than 180 days during the year,
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correct?

A. Correct. That's what this -- that's what
this shows.

Q And in Exhibit 3, you categorized the
El ectra 3 Federal -- I'msorry -- the Electra
Federal Nunmber 22 well here as margi nal because you
and." Dd |

were using the "or" rather than the
understand your direct testinony to that?

A. Correct.

Q Okay. So this would not be a
representation to the Comm ssion as to a potenti al

mar gi nal well under the petition as it stands with

the word "and" init. Wuld you agree with ne
t here?
A. Yeah. If | may -- | guess | would say

between ny testinony and M. Nabors, you know,
there's nothing wong in his testinony, and | read

it. He tal ks about how Spur interprets the word

and," and, therefore, this wouldn't be -- | think
nmy general statenment was, and is, to the Comm ssion,
to the parties is, the overall arching rule, this
needs to be clear and concise for all the parties so
there's no confusion on wells like this. M. Nabors
tal ked about why this well had -- | think just a

clear concise rule, if approved, is what we're
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seeki ng.
Q Okay. But the rule in its current formt
Is confusing to you, correct?
A. Yeah. | think we established that, but

you know, by reading M. Nabors' testinony, using

the word "and," this -- and the way he interpreted
it in his testinmony -- or his rebuttal testinony to
me, | see where he's coming from And it wouldn't

be margi nal based on the way he interpreted the
petition.

Q. And M. Nabors testifies about the
constraint takeaway problens for gas for this well.
Did you read that testinony?

A. If | remenber correctly, | believe he said
there was sonme tubing issues with this well, and
t here was sone costs, give or take, around $60, 000
and that he had sonme other issues with takeaway.

But | believe those were the issues he stated.

Q Yeah. And are you famliar enough to know
that it's difficult to produce into a higher
pressure gas transm ssion line and inpossible to
produce into a gas transm ssion |ine that the owner
shuts down?

A. Yeah. | nean, if you can't neet your

pressure to get into it physically, you' re never
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going to get into it because of the pressure deltas.

Q Ri ght. And sonetinmes systens are down for
repair and you can't get into it regardless,
correct?

A. Yeah. | nmean, oil and gas has a bunch of
| ssues they encounter.

Q Okay. And do you understand the
rul emaki ng to be proposed to give operators a break
on margi nal and their beneficial use status if
there's sonething in the gathering systemthat

prevents them from producing the well?

A. | wouldn't say |I'man expert on the full
petition that was witten. |[|'ve read the original
petition. | think it's been revised a few tines,
ki nd of nmy understanding. | tried keeping up with

all the exhibits. There's a lot in this case.

Q Okay.

A. But | don't know if it specifically called
out -- | couldn't testify to that --

Q Okay.

A. -- any breaks it gives.

Q And | didn't nean to ask you an unfair

question there, M. Garcia. And that's a fair
answer. Thank you.

MR. CLOUTI ER: 'l pass the w tness,
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Madam Hearing O ficer.
HEARI NG OFFI CER ORTH: Thank you,
M. Cloutier.

M. Suazo?

MR. SUAZO. G ve us just a second to
get set up, please.

MR. TREMAI NE: Madam Hearing O ficer,
may | interject while he gets set up with a quick
proffer?

HEARI NG OFFI CER ORTH:  Yes,

M. Tremai ne.

MR. TREMAINE: So as Exhibit 16 and
slide 4 of Exhibit 3 have caused a great deal of
consternation, | verified that we have a copy of the
spreadsheet that is Exhibit 16 w thout the Category
colum. So it was copies that she prepared for
M. Powell prior to M. Garcia' s work.

We're happy to strike slide 4 and provide
to the parties a replacenent Exhibit 16 that does
not have that columm, whatever pleases the
Commi ssi on.

HEARI NG OFFI CER ORTH: All right.

How do the -- how do the other parties feel about
t hat ?
MR. CLOUTI ER: For IPNM s part, we
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feel that the slide 4 at this point has no val ue for
the Comm ssion, so appreciate the Division's offer
to withdraw it.

And | think, M. Tremaine, you're talking
about colum O that categorizes with the script in

Exhi bit 16? |Is that

MR. TREMAINE: | -- in the PDF
version that I"'mlooking at, | believe it's the
Category colum, | believe that would be O

MR. CLOUTI ER:  Ckay.
MR. TREMAI NE: Al t hough |I' m not
| ooking at the --
MR. CLOUTIER  And you're striking
t hat Category colum --
MR. TREMAINE: Well, striking --
provi ding the underlying sheet that does not include
t hat col um.

MR. CLOUTIER Let nme put this way,

Madam Hearing Officer. [IPNMis willing to | ook at
what the Division is proposing, and we'll let you
know whet her we object. Because we don't have it

yet, so there's nothing to tender into evidence
and .

HEARI NG OFFI CER ORTH: All right.
We'll take it up.
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M. Tremaine, if you would share it with
all the other parties, and we'll take it up later.
M. Suazo.

MR. SUAZO. Thank you, Madam Heari ng

O ficer.
EXAM NATI ON
BY MR, SUAZO
Q Good afternoon, M. Garcia. How are you?
A. Good. And you?
Q Fine, thank you. M nane is M guel Suazo.

| represent NMOGA in this proceeding.
MR. CLOUTIER  Sorry about that.
MR. TREMAINE: That's all right.

Q (By M. Suazo) So, M. Garcia, |I'mstill
trying to understand the formula i ssues that were
identified during the cross-exam nation with you and
| PNM and | may have sone questions |ater depending
on how our experts who have not had the opportunity
to review the fornmul a.

But | did want to talk to you nore in
detail about how this MOS spreadsheet cane together.
You testified that you personally created the MOS
spreadsheet; is that right?

A. I would say | led the teamthat -- | |ed
the building of it. And what | didis, | nmet with
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mul ti ple groups that are involved in the orphan
proj ect, engineering, inspections, environnmental, et
cetera, and basically had them-- you know,
internally discuss with them and their supervisor
and staff what itens were deened i nportant to be
tracked on a -- you know, one base where everyone
coul d go, everyone could track. You know, so if the
federal governnment or state governnent had
guestions, it's easy for our managenent to provide
them data. And that's how | came to be, so | did a
| ot of stakehol der engagenents on what they deened
t hey needed for their teans.

Q. Right. And that's kind of where | want to
explore a little bit nore deeply with you, because |
feel |like, you know, so many hands were into this.
| understand you supervi sed everybody. Was there a
wor k plan associated with putting together this
spr eadsheet ?

A. Yeah. Basically, again, there was |ots of

dat abases. One team would track things here and

anot her team would track things there. It caused
confusion so -- for managenent, they wanted it in
one pl ace.

So |l net with every teamand identified

st akehol ders, which typically consisted of the

Page 204

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



© 00 N o O b~ W DN PP

N NN N NN P P P P P PP PPk
o A W N B O © 0 N O O b W N B+~ O

John Garcia - October 23, 2025

Exam nation by M. Suazo 205

supervisor and the direct staff that dealt wth
this. To me, SOPs and dat abases should be built
ground up, so | asked the staff and the supervisors,
you know, what are your pain points? Wat problens
are you encountering with tracking your data,
getting to managenent, getting to these reports.

["'mnot aware of the details. | know,
because of the federal funding of the orphan
program they have -- nmanagenent has a port to get
them So what were the pain points? Wat is
everything that you guys were struggling with?

They nmet. They tal ked. They tal ked about
pain points. They tal ked about things they felt
shoul d be tracked. And what | didis, | net with
every team sonetinmes nmultiple tinmes. And, you
know, we deciding: Was this inmportant? 1Is it not?
You know, is it worth it? You know, we talked
about, is it inportant or not. Is it not? Ckay,
perfect. Don't put it in there.

VWhat | did after doing all that, | net
with the supervisors. They were happy. They signed
off on what their team needed. | then presented it
to the bureau chiefs, engineering, environnental,
financial, et cetera, and the deputy directors.

Actually, | basically jotted down all pain
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points that all the teanms had, what they deemed was
needed for the Excel sheet. And legal too. And
basically, | met with what | consider to be upper
managenent, bureau chief and higher, and showed
them based on nultiple neetings with staff and the
supervi sors, you know, working through these, these
are the categories their staff deens needed to be in
here. Do you approve?

And so the bureau chiefs and the deputy
directors got together. They reviewed it, and they
signed off on it saying, yes, they agree. Wat's in
here will satisfy those reports that they are
required to, you know, submt to individuals.

After that -- sorry, a long process.

After that, basically canme, okay, here's the data
capture phase, is what | called it. | believe we
had one to two nmont hs where we basically direct al
supervisors -- and you'll see those supervisor nanes
in the header of each colored colum, was we've
identified wells with | egal by reading all hearing
orders, searching our databases, all the hearings
that -- Bill Brancard assisted with it, too, because
he just had additional know edge that -- he had been
wth OCC for so | ong, he had databases of |ike NOV

orders.
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So with himand | egal, our current |egal
staff, we went through, added wells to the Excel
sheet, which is that black category. | added the
APl nunbers and was able to scrape basically the
hol ster of informati on based on the |IP nunber and
auto put that in there for everyone.

Once that APl was generated, |egal vetted
the hearing orders. They read the hearing orders,
made sure they were appropriate. And they added a
few other wells to the list based off things |ike
federal agreenments and ot her things they have.

And then once, you know, |egal and
managenent was |i ke, okay, here's our list of wells,
we basically opened it up to all the supervisors in
the team and said, you have two nonths to play data
catch-up with everything that's in here. You know,
is there bond information mssing? 1|s there
sonet hing that we've approved? Get it all in there.

And we had -- | think at first we had
bi weekly nmeetings with nmanagenent, but | forget the
interval we had. We had recurring neetings with
managenment show ng the progress of the data getting
caught up, neeting with the supervisors, neeting the
bureau chi efs saying, here's where we caught up.

Here's what we've seen. Here's i ssues we
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encountered so far in our data cl eanup.

And that |asted for two or so nonths. And
then basically it's a |iving docunent now. So
people are in it daily.

For exanple, |ast week we plugged three
wells that are on the Excel sheet, so, you know, we
go in and update the data. Did we approve the
sundries? Did we check on the sites, et cetera?
They're very living docunents.

Legal and nmanagenent, if they pursue any

ot her hearing orders or settlenent agreenents -- |'m
not part of that -- like the settlenent agreenent
stuff, they'Il let ne know, hey, we had a settl enment

agreenent, and we can add nore wells to it.
And that's how wells would get added, is
legal will let me know to add nore wells to it.
That was a |long answer. Does that cover
what you're |ooking for?

Q. Well, it starts to touch on what |
understand to be the very, you know, broad scope of
what the Division was tasked with attenpting to do.
And | would like to kind of unpack that a little bit
nore granularly. So --

A. Ckay.

Q -- let's start with, you know, just the
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first thing that cones to m nd, and we can nove on
to other things. Wen you say staff identified pain
poi nts, what do you nean by that?

A So I'll give you an exanple. Say the
federal governnment wanted to know how nmany -- how
many rigs were active this year. At that tinme we
didn't have in our database sonething that says
| i ke, our rig rigged up on February 2nd.

So that was a pain point that our staff
i dentified, we should be tracking things like rig
update. So we added that to the list of -- so now
when Loren gets sundries, he can talk -- consistent
talks with the rigs, and they'Il tell himlike, hey,
24- hour notice, we're noving.

He tracks it. They rig up. He types it
into the MOS Excel sheet. That was one pinpoint
fromengineering that's mssing. W weren't
tracking rig updates, so we could provide the

f ederal governnent, or whoever it is, with data that

t hey want .
So, really, just trying to boost our data
t hat we coul d have captured better. Does that hel p?
Q It did. Can you rem nd, just for the

record, what was the purpose of the creation of the

MOS spreadsheet? |If you can do that in one or two
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sent ences.

A Yeah. Sinple, it is just the universal
pl ace for staff and managenent to go to see al
aspects of the orphan pluggi ng program

Q And how many staffers would you say were
I nvol ved at putting this together?

A. I ndi vi dual staff and stakehol der neetings,
20, 25, including Division managers.

Q So this was assenbl ed by comm ttee across
the various Divisions. Is it fair that -- to say
that, you know, it's dependent upon the quality of
the data that the staff nmenbers nade a judgnent cal
to include?

A. | nmean, | would say the categories were
put in there based on the staff and their
supervi sors, what they deenmed needed. | would trust
my counterparts that they chose what was needed for
t he application.

Q So lots of staff were involved. But going
back to nmy initial question to you in terms of the
scope, in terns of organization to put this
together, was there a witten plan with issues that
needed to be addressed for purposes of creating this
docunent ?

A. | don't know if there was a full witten
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plan that existed prior to creating it. [|'msure
there -- | have sonewhere buried a list of issues

that the teans had as they encountered it. |
believe the initial issue was sonething of a higher
| evel that | wasn't a part of, and | was directed
because of whatever issue they encountered.

Q Sure. And is M. Powell the person who
woul d know maybe the overarching structure of how

OCD staff envisioned what was needed to put the MOS

t oget her ?
A. Probably. | think he would be able to
answer -- | think Adamtal ked about tineline,

think, not to refer to Brandon, but he would know
the i nterworkings on the real drive of why OCD
needed a uni versal Excel sheet and what upper
managenent was seeing across the Division that they
needed this for.

Q Okay. And you said that putting the MOS
t oget her required a nmanual review of old hearing

orders, plugging reports, all that kind of thing,

correct?
A Correct.
Q And was there a nethodol ogy established to

go through all of these old hearing orders and

pl uggi ng reports that were determ ned needed to be
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revi ewed?

A. Yeah. I'mnot a lawer. | spent a | ot of
time in the hearings bureau, and | used to work real
close with Bill Brancard, our old OCD hearing
exam ner. Between him and sone of our | egal
counsel, they had records that they had stored and
obt ai ned through their careers of NOV or -- | don't
know what to call them-- plugging orders, | guess
we could call them that went to hearings, and
hearing orders were issued.

So when it cane tine for |ooking at what
wells were to be on this list, Bill Brancard was a
very good resource for me. | don't know how | ong he
was at OCD, but | know he'd been at OCD for quite
sone tinme when we did this project. And he was able
to provide nme an extensive |list of hearing orders,
that | should start with reading those -- you know,
because our hearing database is very PDF based.

So he may have had a hearing order, but it
doesn't say for sure that that hearing order
approved the plugging. It could have been a
di sm ssal of the case, et cetera.

So | spent a lot of tine reading themw th
our legal counsel, you know, with their

I nterpretation of hearing orders and sayi ng, does
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this nmeet requirenents to go on this list, yes or
no, with | egal counsel.

Q So using M. Brancard as an exanple, these
are records that he just kept on his own in his own
filing systemfromhis time when he was with the
Di vi si on?

A Yes. And we can also query to an extent
words |ike NOV, enforced plugging in our database,
OCD dat abase. The hearings go back to the '40s and
'50s. So kind of search anything fromthe '50s is
little difficult, but we also search tags of the
case types basically, yeah, case type, NOV, et
cetera.

Q So just to be clear on the tinefrane
utilized to put together the MOS, it goes all the
way back to the 1950s to the present -- or | guess
earlier this year?

A. | can't say for certain. | would have to
| ook at what the ol dest order on there is. But ,
agai n, our database is nobre accurate than -- nore
nodern when we get in tinme, the better the databases
get just because of technol ogy.

Q Sure. So | guess it's fair to say that
this is not a 100 percent conpl ete database. It's

as conplete as you could get it with the records you
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could access. |Is that fair?
A Correct. And | would say it's a living
document. Legal, in what |['Il say their free tine,

whi ch probably doesn't exist much, also tries to
review any historic orders. You know, we may cone
across orders as other cases go on. |It's a living
docunent, so wells can be added to it.

Q Did you identify anything that you w sh
you woul d have had in putting together this docunent
that you just couldn't identify or find?

A. As far as like a colum data or -- |I'm not
sure | under the question.

Q. Just as far as data that you were trying
to acquire but that nmaybe -- not have been
accessi ble, for whatever reason.

A. Not that | can think of easily. | nean,
there's a lot of long hours put into it, reading,
data conparisons. | don't think there's anything
that | wish | could have done better at this tine.

The only thing | wish we could do
better -- and, you know, technology grows -- is
automating it nore so there's | ess human
I nteraction.

Q Sur e. No, that makes -- that nakes

conpl ete sense.
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Is there a date after which you feel nore
confident about the information conpared to ol der
dat a?

A. | would say so. Again, going back, |

becanme supervisor in 2023, started comng nore into
the orphan programlate '23, based off nmenory. And
the nore data closer to ny tineline being invol ved
with the wells we plugged in, I'"'mnore confortable
wi th, because | know those are sundries that | or

Loren approved ourselves, rigs that we talked to

our sel ves.

We've -- | looked at sundries fromlike
2009 and other dates, and | vetted themjust -- |I'm
not aware of things. And you'll see, like it wl
say, "Rig update not applicable.” | wasn't there in

2009, so | would say that data is a little rougher
on the edges.

Q Okay. That's hel pful. Thank you. Let's
nove on to orphan versus non-orphan wells. You

testified that OCD pl ugged 100 orphan wells in 2024,

correct?

A. Correct, based off subsequent sundries of
pl uggi ng.

Q But industry plugged 773 non-or phans

during that sanme year, correct?

Page 215

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



© 00 N o O b~ W DN PP

N NN N NN P P P P P PP PPk
o A W N B O © 0 N O O b W N B+~ O

John Garcia - October 23, 2025

Exam nation by M. Suazo

A. Correct.

Q So over three-quarters of the wells
pl ugged by operators were plugged by operators and
not OCD; is that right?

A Yeah, dependi ng on how we | ook at the
data. Again, there's sone tal k today between the
parties on, where does forced plugging go?

There's roughly 1,000 wells on that data
poll, industry plugged 773, which is, you know,
roughly 77 percent on their own. And there's 100,
even, for OCD, so roughly 10 percent. And | think

there were 130. So roughly 13 percent were forced

pl uggi ng.

Q Okay. Now, | can't say that | fully have

216

wr apped my arnms around the fornmula that M. Cloutier

asked you about, and |I'm going to have sone of our
experts kind of |look at that and see if they have
any other thoughts or questions.

But based on what | do understand, since
we just got that formula this nmorning, | do have
sone general questions about the thresholds in the

petition and your spreadsheets.

MR. HALL: | have a quick objection
to that statenent M. Suazo nade as a predicate to
hi s question. That -- he m ght have been provided
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that by M. Cloutier this norning, but he never
asked us for that. And so | don't believe it was
ever sent to him And what they did between each
ot her is between them

| just would like the record to reflect
t hat .
HEARI NG OFFI CER ORTH: Ckay. Thank
you, M. Hall.
Go ahead, M. Suazo.

Q (By M. Suazo) So, M. Garcia, your
testinony, you applied the thresholds that were
listed in the petition; is that right?

A. Agai n, yeah, so |like using the nentality

of "or," | think we've tal ked about the confusion
that there was there, to |like 90 barrels of oil or
90 days.

| know |i ke we tal ked about Spur in that
one well. The "or" nmentality on Spurs well is
mar gi nal . When Spur | ooked at it, they used the
mentality of the word "and"” and took it out of
mar gi nal .

So I'm not sure, | guess, on how nuch you
want to go in depth, because it sounded |like ny

counsel was willing to scrap that exhibit. [|'mnot

sure. | guess that's an accurate statenent. |
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don't know if you want nme to tal k about sonething
they m ght scrap, | guess.

Q No. | think there's enough kind of
confusion around that issue where we may need to
cone back to it. I'mjust trying to understand for
my own self that | amclear about what it is that
you di d.

So those thresholds, the 1,000 BCE for
mar gi nal wells, 90 BOE for no beneficial use, those
were chosen by applicants, correct?

A. The definitions of marginal, inactive, all
that, those were what was in the petition by the
appl i cants, correct.

Q Right. OCkay. And did you perform any
sort of econom c analysis to determ ne whether 90
BCE is econom ¢ or uneconom c?

A | did not.

Q Okay.

MR. SUAZO. WII you pull up that one
slide? | think sonme of these other questions are --
| " m not going to ask right now.

Q (By M. Suazo) M. Garcia, can you see the
slide that is on the screen?

A | can.

Q And this is the Rock Queen Unit 043,
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correct?
A Correct.
Q Now, in |ooking at the bottomleft chart,
It shows from-- if ny eyes can see that far -- from

1993 to 1999, there's pretty mnimal production; is
t hat accurate?

A | think it would depend on the m ni mal.
t hi nk sometinmes this chart scal es weird because of
the 2016 production. | don't have the nunbers off
menory of what that production was in 1993 to 1999,

but it had production consistently, is what | would

say.
Q. Okay. But from 2000 to 2008, it shows,
fromwhat | can tell, O production; is that
accurate?
A. Yeah, it | ooks that way. | would have to

dive into the data to make sure there was no |ike
10s or anything hidden in there that the visual
skews, but it | ooks to be nonproductive those years.

Q So there's a nine-year period from 2000 to
2008 -- eight-year period where there's effectively
no production, correct?

A. Correct.

Q Ckay. And so by these netrics, under the

rul es proposed by the applicants, this well would
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have been shut in probably around 2001, correct?
20027

A Based on production, |'m assum ng the wel
was shut in or, you know, tenporarily abandoned.
Sonet hi ng coul d have gone on there.

Q But if you |look further down the chart,
starting with 2009 through 2018, there is nmassive
production, it looks like, froma well that was
essentially dead for eight years, correct?

A Yeah, |'m not sure of the exact vol une,
but there was a production spike in 20009.

MR. SUAZO. Madane Hearing Oficer, |
t hi nk, given what we heard today, | would |ike the
opportunity to speak to M. Garcia again if we kind
of discover sonme new information. But at this tine
| don't have any further questions.
HEARI NG OFFI CER ORTH: All right.
It's 3:21. Al right. Let's see here.
M. Sayer, do you have questions of
M. Garcia?
Thank you.
M. Rankin, do you have questions of
M. Garcia?
MR. RANKIN: | do. WMadam Hearing
O ficer, | do.
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EXAM NATI ON
BY MR, RANKI N:

Q M. Garcia, good afternoon.

A. Good afternoon.

Q How are you doi ng today?

A. Pretty good.

Q. Good. You know nme, |I'm Adam Rankin with
Holland & Hart. | represent OXY in this case, which
we're making -- and I'mgoing to try to not retread,
but I may touch on a couple things if | feel |ike --

just for clarification or for record purposes.
Couple things to start out with. In your
testi nony, you used the acronym SR Is that for
subsequent report?
A. Yes. Sorry if I didn't spell that out,

but subsequent report. So OCD uses that in general

for any work that -- a report after work has taken
pl ace.

Q. Then in your testinony, as with M. D ede,
you define an orphan well or what you -- your

nmeani ng of how you use the word "orphan well, k"

ri ght?
A. Correct.
Q And it's the sane -- it sounds like it's

t he sanme definition or approximtely the sane
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definition that M. Diede was using, as well; is
that right?
A. They shoul d be nearly identical.
Q Okay. And you also tal k about the forced

plugging wells. Again, these being wells that are
plugged by third parties at the bequest of or demand
of the State Land Office or the BLM right?

A. Correct.
Q. Those are -- those are -- the forced
plugging wells are different. How are they -- if

you coul d explain, how are they different than the
or phan wel | s?

A Yeah, | know it causes nore confusion
because there's confusion with orphan wells to begin
Wit h.

Forced plugging is a definition we canme up
internally basically to help Loren and I's
day-to-day processing of applications. For exanple,
if I was an operator and | need to plug a well
that's not mne, there's extra checks that OCD has
to do through our |egal counsel to make sure we're
not going to get in a bad spot or to nmake sure this
operator has the authority to plug a well which they
are not the operator of record for.

So by calling them forced plugging, it
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basically alerts us to -- internally rem nd ourself
we need to get with [ egal counsel and nake sure we
have all of our I's and T s finished.

O phan wells are a different boat. W
don't -- |egal and managenent has picked which wells
those are prior to us. The process is different for
us internally. They pick which wells are to be
pl ugged. They issue POs, and then they tell us,
here's the approved well list for you to plug. And
we start working on the technical aspects.

The forced plugging, we get a | ot of
subm ssions from operators w thout notice in
advance. For exanple, this week |I think we got ten
subm ssions from an operator that they want to plug
wells they're not the operator of record for. So we
call them forced pluggi ng because -- again, just
changed our policy. W have to call the crew right
away. We have to nmake sure legal is okay with them

Q. Now, actually, | think it's a very useful
distinction, and that's why |I'm asking the question
for the record, because | think this is an area
that's becone nore commopn, nore common in the | ast
few years. Wuld you agree, that forced pl uggi ng
has beconme a nobre conmmon practice in the |last few

years?
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A | don't know if it's nore comon in the
last -- |I'll speak to the |ast two years because
that's when |I've been involved. | don't know that
it's become nore common. | would say OCD and

operators are probably getting better at the process
with each other on how to get these processed
t hr ough.
In the beginning, there was a | ot of wells
that were plugged -- that would fit in the forced
pl uggi ng category that were plugged w thout OCD s
notification. W found out about, | don't know, 20
to 30 other wells that were plugged, forced plugged
wi t hout ever checking wth OCD
So | would say we're just getting better

with the process with industry getting out the door
and getting approved prior to the work taking place.

Q And just, again, for the record, the issue
here, right, is that under the Division's rules and
regul ations, the only entity authorized to work on a
well is the Division-designated operator, correct?

A. That's my understandi ng of how OCD
processes our applications.

Q And that's true unless and until there's a
forced plugging order fromthe Division or sone

ot her legal instrunent that authorizes another
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entity to cone in and plug that well, right?
A. Correct. We wait until we hear our | egal

counsel's thunbs up or, depending on the situation,
a letter associated with that. Sometinmes we don't
have the letter because sonetinmes of forced plugging
on federal wells and we don't have -- you know,
their approval basically gives us the approval to
process sundries wthout that legal letter from OCD
Q And |'m just exploring this with you
because | do think it's helpful for the Conmm ssion
to hear this and understand a little bit nore about
this process that's not -- it's a little bit outside
the normal scope, right, because it's not the actual
operator that's plugging their owmn wells. It's
third parties plugging other operators' wells.

So |l think it's -- I'"mjust asking about
this because | think it's helpful, and there's
sone -- a lot of conpanies out there that are doing
this, and | think it's helpful for the Comm ssion to
know.

So just to further clarify how this
process works, essentially your understanding is
that the State Land Office or the BLMw Il send a
| etter making a demand of a third party for sone

| egal reason -- or have sone |egal connection to the
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wel | demandi ng that they plug that well that they're
not the Division-designated operator of; is that
right?

A. Correct. Through the State Land O fice or
BLM processes, which |I'mnot an expert on, they
basically tell operator A, we would like you to go
plug this well because of X reason.

And then they will tell us, hey, we're
being required to plug this. Wat do we need to do?
And we work with them through that process.

Q. Okay. So you don't know -- in this -- in
that situation, you don't know that the State Land
O fice or the BLM m ght actually know who the proper
operator is and they m ght be a Division-designated
operator and they m ght be solvent. But for
what ever reason, the State Land Office or BLMis not
going to pursue that entity, instead has gone after
and asked for the third party to plug the well,
correct?

A. | didn't say --

MR. HALL: | object. That calls for
| egal conclusions. Thank you.

HEARI NG OFFI CER ORTH:  So,

M. Garcia, | know that you're not being offered
here as a lawer. |[|f you can answer the question as
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part of the regulatory agency rather than as a
| awyer, go ahead.

A All can | say on the topic is both State
Land Office and BLM through their processes, deem a
need to chase an operator. And that operator cones
to us and tells us they are being chased for
what ever reason the State Land O fice or BLM deened
fit.

And we work with them as good nei ghbors to
BLM and State Land Office to help get that process
t hrough so they can plug the well to neet their
requi rements under the other -- the teans. W
believe -- again, that's our |egal counsel to vet
that stuff with whoever they need to vet it wth.

Q. Yeah, I'mnot -- oh, sorry.

A. | was going to say we can just pause --
once we get the sundries, we kind of pause until we
hear from our counsel saying, you know, good for
your technical review to go.

Q l'"mnot trying to ask you sonething you
don't know. The point here I"'mtrying to get at, |

guess, ultimately is that, the difference between an

orphan well and -- or at least a difference between

an orphan well and a -- and a forced pluggi ng well

I's that orphan well, you know for sure, right, that
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the entity is no longer around or viable. But in
the case of plugging -- forced plugging, the
Di vi si on doesn't know whether that other entity is
sol vent or not or what the situation is, only that
t he ot her agency out there is asking for sone other
party to plug that well, right?

A | would say for orphan wells, our wells we
vetted through various | egal processes |ike
heari ngs, AC findings, et cetera. And those orphan
wells -- the forced plugging, they may have hearing
orders and State Land or BLM may beat us to plugging
that well by having sonmeone else do it. O they
could not. That's probably nore of a | egal question
on, if they all are orphaned or not. | couldn't
say.

Q. Sure. Okay. Understood. |1'magoing to
ask you a couple nore questions about that, where
you break out the difference between -- or lunp them
t oget her, plugging -- forced plugging and orphan
wells. | didn't nmean to bel abor that point. | just
think it was hel pful to understand a little bit nore
about the difference between those two pat hways.

And that's -- | guess I'Il just turn to
this slide here. 1It's your slide 3 on your -- on

your -- slide 3 of your Exhibit 3 where you kind of
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show that -- or over the |ast year, at least in
2024, OCD has plugged 100 wells, and then there's
129 of these forced plugged wells. And those were
the wells we were discussing just now, right?

A. Correct. Those are the separate
categories, and we kept them separate because of,
you know, distinction between them

Q Right. And |I've highlighted here -- and
you nentioned this a little bit in your intro
whet her you clunp them together or not. |If you do
| ump themtogether, it's 23 percent if you count
themas all orphan wells, right?

A. Correct, yeah. | think it would be
23 percent roughly.

Q. And | guess ny point here is that the
Di vi sion hasn't gone through to ascertain or
determ ne legally whether those forced plugged wells
woul d fall under your definition of orphan wells,
ri ght?

A. | don't think I could fully -- again, we
typically wait on legal to assert whether or not we
can approve the plugging. There has been a few
forced pluggings we've had to tell the operator
that's trying to plug it, at this time OCD can't

approve this. And then we basically report themto
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our | egal counsel for further discussions.
So I"'mnot sure if I can say all of these
wel I s are not orphaned or not.

Q | guess ny question, then, is: [|f you put
themin the forced plugged category, OCD has not
performed the analysis to determne that there is
not -- that they neet the orphan definition, right?

A Me and ny team have not perforned it, no.
If I egal does when they talk to these operators on a
one-to-one basis, | couldn't say that.

Q. Okay. | have a couple followup questions
for you on the creation of the Master O phan
Spreadsheet. | was curious, when did OCD decide to

start building that spreadsheet?

A. Good question. | don't know t he exact day
in mnd. | would say probably early '24, if | had
to guess.

Q. Was it --

A Yeah.

Q. Was the decision to create that Master

Or phan Spreadsheet part of this rul emaking effort?

A. Not to nmy know edge.
Q. So --
A. | think it was just internal itens that

managenment was seei ng could be corrected.
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Q So rather than being part of a --
preparing for this rul emaking, the Division decided
to make this Master Orphan Spreadsheet as part of
Its better managenent of its orphan well situation?

A Yeah. My limted view into the orphan
well programat OCDis, this was really just a step
in the right direction of getting us better --
simlar team you know, one goal, hopefully future
automating this. It was just a step in that
di rection.

| was not part of the original rul emaking

di scussion, so | don't know when those took pl ace.

So | couldn't say relation on tinelines to this.

Q So the intent -- the intent of the
creation of the -- I'"'mgoing to call it the MOS, was
to be able to better manage -- have a single,

uni form source of information for nmanagenent
purposes to be able to track and manage orphan

wells, right?

A. Correct. Like I could tell you, one
day -- | don't track the reports for the federal
governnent, but | know one day | got a call, and

t hey said, hey, you know, we told them we pl ugged
all these wells. Now the federal governnent would

li ke to see the sundry.
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And that's why in the MOS now goi ng
forward -- do you see the hyperlinks in there? So
it's easy for those who report to the federal
governnment to kind of copy and paste the hyperlinks
I nto whatever reports they're submtting. So to ne,

it's just a better managenent tool.

Q What did the Division do before it had the
MOS? How did it manage its orphan wells before
t hat ?

A. | do not know. | wasn't part of it

really, prior to MOS. MOS was kind of ny intro to
the orphan program as well as starting to take over
the rig managenent. So how they reported all of
that before ne, | couldn't answer that.

Q. Who would -- who would be the one to be
able to address that question?

A. Not to Kate, but possibly Brandon. And
that's a naybe there, because there's other teans
that are -- the OCD special projects team over --

overviews the entire orphan program and none of

them are testifying today, | don't believe --
Q Ckay.
A. -- for this hearing.
Q Wul d that potentially also fall under

M. Winkle's purview?
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A. About how we reported prior to the MOS?

Q Yeah, how the Division managed the orphan
wel | program prior to establishing or creating this
MOS est abl i sh?

A ["I'l et you ask them because | coul d not
say for sure if that was a yes or no.

Q So | guess maybe Brandon? Maybe Justin?
Okay.

A. Yes.

Q ' msorry, what was that?

A. | would ask both of themif |I was you.

Q Okay.

A. Sorry.

Q That's all right.

And then the intent of the -- of that |ist
is to capture all orphan wells under the Division's
definition that exists in the state, whether state,
federal, or private mnerals, correct?

A. Correct. It was just orphan wells.

Q Say that agai n.

A. Correct. W were just | ooking for orphan
wells within New Mexico's state limts.

Q Right. So wi thout respect to whether
they're State Trust mnerals, federal mnerals, or
private mnerals, correct?
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A Correct. There is federal wells on there
because we had plugged nultiple federal wells per
BLM request, but, again, being a good nei ghbor to
our regulatory sibling, | guess. So there is BLM

federal wells in there because we're al so hel ping

t hem out .

Q It sounds |like it was an arduous process
in large part because sone of the -- you know, sone
of the determ nations about whether a well is

or phaned or not is dependent upon having to review
I ndi vi dual hearing orders, correct?

A. It was a | ot of hearing orders.

Q. And | think you said there was sone
i nterpretation required when you revi ewed hearing
orders. Just so |I'munderstanding and for the
record, what interpretation was needed to understand
when you reviewed the orders?

A. | nmean, | guess, you know, | do a | ot of
hearings on ny other part of OCD life. And this is
a broad statenment. | feel like our OCD orders
nowadays are maybe cl eaner and sinpler to read.

When we started review ng orders prior to
my time at OCD, there was sone confusion in them
They're not following our simlar tenplates that we

use nowadays, so | |eaned on our |egal counsel for
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I nterpretation. Again, sonme of the orders were
di sm ssal s, continuances.

There's sonme old -- older orders that
are -- there's one exanple that | tease ny counsel
that | hope they never do it because it's one order,
one case, and there's like 73 operators, and | think
there's like 700 wells on it. They were all forced
pl ugged potential wells.

So | really relied on the |egal counsel
for that order because that order has been anended
multiple tines, and the order says like, the wells
are good today. You need to do this. Exhibit B,
you need to do this. Exhibit C, you need to do
this.

It just goes 1,000 different ways in sone
of the older orders. So they get real nessy the
ol der you get. | think the orders nowadays are a
little cleaner.

Q. So, there was no |like electronic database
where you could see a checkmark, right, if sonething
was orphaned, right? You had to go through and ki nd
of create it fromscratch based on the old orders,
ri ght?

A. Yeah. The ol der we get, the nore PDF we

get, too, so there's no just query we can run.
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Q Okay. Just -- M. Suazo and M. Cloutier
went through a ot of ny questions. So |'mjust

trying to make sure |I don't duplicate nyself

unnecessarily.

| think 1"'mgoing to raise an objection if
| ask this question, but basically, you' re not the
person to ask: O the 100 wells that OCD plugged in
2024, how many has OCD sought to redeem the bond

for?

A. | guess | was pausing because you expected

an objection. | amnot 100 percent --
MR. HALL: |Is that your --
for you or is that for M. Powell?

A. Yeah, | would defer probably to

is that

M. Powel . All I will note is in the MOS,

yel l ow category, there's a bonds team and there's

tal kK about bonds nunbers in there. That's the

extent of nmy know edge.

Now, how much we've sought, | couldn't

answer .

Q (By M. Rankin) M. Garcia, |'mjust
follow ng your advice. |'mgoing to ask each of

you, okay, and as things get kicked down,

just -- 1'1l just ask the next one to the next

w t ness. Okay?

236
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So that's not your area, and you can't
tell me of the -- of the wells you plugged, how nmany
the Division has sought to redeem right?
So can you tell -- well, again, | guess
"1l direct it to M. Powell, but you can't tell ne

if the Division hasn't, why it hasn't or what the

i ssue is with bonding. 1'Il direct that to
M. Powel | .
A. Was that a question again?
Q No. It was just ne like .
A. You're fine.
Q Just me -- sorry, it's getting late in the

afternoon. Sorry.

Al right. I'msorting through -- | nean,
| had some issues |last night sorting through what
M. Cloutier and M. Suazo were reviewing. So |'m
just trying to make sure | -- there's a few things I
m ght want to just -- | don't know that | need to
clarify any nore than they did on the -- on the
testinmony. But | -- I'mgoing to just touch on one
or two things here just to make sure it's clear.
Ckay?

What | gathered from you know,
reviewming -- | didn't -- because | didn't | ook at

the formula that you used for your Exhibit 16, so |
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didn't -- | wasn't able to discern nyself whether
the actual spreadsheet that generated this pie chart
had an error. But in review ng the |anguage of this
spreadsheet, | did discern for nmyself that there
m ght be a problem And | think you explored that
t horoughly with M. Cloutier and M. Suazo.

But the bottomline is that this pie chart

IS not accurate or reliable because it was using the

or" for both marginal wells and no beneficial use

wells, correct?

A. | would say --

Q. And that --

A. Sorry, go ahead.

Q Sorry, let me just clarify. This is

Exhibit 3, slide 4 that I"'mreferring to.

A. Correct, and | can see it. | would say
the accuracy matches the "or" nentality. And | know
we tal ked about it alot. | think there's a |ot of
conf usi on.

The real takeaway fromthis -- and | know

you're going to review with your clients tonight,
Is -- nmy takeaway is the rule -- I'mnot a | awer.
You know that. So ny reading and talks to
managenment were kind of treating it with the word

"or," which I did. It shows the nunbers that it
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shows, which, again, is kind of |ike a worst

scenario for the Conmm ssion to understand, i

enacted this, this is how many wells they would be

I ncreasi ng bonds on potentially.

VWhat | will say is, | think it was -- the

OCC when they evaluate this, and the parties, |

t hi nk everyone is just |ooking for a clean,

rule. Now -- so is that a "days or BOE"? O is it

"days and BOE"? Is it just a "BOE"?

| believe others will testify nore about

it, because to nmy understandi ng, there's been nore

tal ks about the wording in the addition that

wasn't part of. But, to nme, a sinple rulet

clean and cut for OCD and operators to go by so
there's no, you know, debates |ater down the road

of, does this well neet or not, is really what |I'm

trying to get across with this slide.

There was sonme confusion. W just
clean rule. Now, is that what that | ooks I|i
don't have the answer to that at this tine.

think we need a clean, easy-to-read rule.

Q Yeah. So -- but just -- again, this pie

chart does not reflect what the wells woul d
are margi nal or no beneficial use under the

as it sits in front of the Conmm ssion right

239
case

f they

conci se

hat's

need a
ke? |

| just

be t hat
petition

now,
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correct?
A. After talks with -- and I"mhorrible with
names. |'ll call himM. Andrew. After talking

with himand seeing how his clients read the word

and,"” this would not show the "and" nentality that
hi mand his clients tal ked about, which they believe
is the way the petition is supposed to read.

Q Okay. |I'mjust trying to get it into one
spot. All right.

| was interested in this last slide, 11,
of your Exhibit 3, although you don't provide a | ot
of testinony on this slide, okay, in your -- in your
witten testinony, nor did you really give nuch
around it in your sunmary.

But in your testinony, you said that these
wells ultinmately becane orphan wells, as |
understand, right? And that OCD had to plug them
But they'd previously gone through a series of
nunmerous transfers from one operator to another.

And as | understand the issue here, the
Division identifies that as one of the -- one of
the -- you know, an indicator of potential orphan
wel | s when they get transferred down, down the

chain, correct?

A. | don't know if I would say OCD as a whol e
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believes that. | think -- | put this slide
together, and you're right, | probably could have
put sone nore words in here about -- this slide was
to kind of show -- these, again, are the sane wells
that Loren testified to, and he had tal ked about,
with each sale, data gets, you know, harder and
harder to cone by.

So this really wasn't taking a stance on
the sale. It was really just show ng the well that
Loren tal ked about, how many tinmes they were sold
and how it becanme harder each tinme to get the data
to plug the well. That's kind of the take on this
slide. It's the same wells.

And to clarify, the wells on the right
side are the ones to be plugged. The Cato San
Andres are the wells that were deened forced
pl uggi ng. Anot her operator plugged those wells.

Q. Now, | nmean, you've read the petition and
t he proposed rul emaking. And M. Mrgan did a very
good job of reviewing this portion of the rule that
identifies the concerns about, and enpowering the
Division to review transfers of operatorship to
ensure that the transferee has the proper financial
wherewithal to nanage the life cycle -- renaining

life cycle of the wells, right?
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A. "Il say | can see --

MR. HALL: Objection, nmultifarious
guestion. | heard about two or three different
guestions there.

MR. RANKIN: It probably is true.

HEARI NG OFFI CER ORTH: All right.

M. Garcia, can you answer the question or do you
want it broken down?

A. Al can | say is, | have not been present
for all testinmony, M. Rankin. W' ve had a | ot of
other itens cone up in the back that |'ve been
dealing with outside of the hearing.

So could you refine the question to get --
to specifically this slide we are discussing?

Q. Well, it's a series of slides. And |
guess you're aware that the proposed rul enmaki ng here
provides the Division with additional powers to
review the financial wherewithal of -- an ability of
the transferee to manage the life cycle of the wells
that they're going to be operating, correct?

A. Yeah. |'maware that the proposed
petition tal ks about OCD having, you know, |ike you
said, sone oversight of the transfers and all that
stuff.

Q And once the Division has that power,
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assum ng this proposed rule gets adopted as
proposed, the issues that are identified in slide
11, do you expect themto be resolved by the
Division's ability to review the capacity of the

transferee to manage the life cycle of the well?

A. | think in certain situations, it my
hel p, but certain situations, | don't know about the
difference. | don't know if | have a personal

opi nion on this overall.

Q Okay. But just so I'mclear, | nean, you
put the slide together for a purpose, right? To
show that the nore times often -- you tell me. |
mean, what was the purpose of show ng the fact that
these things got transferred fromone operator to
anot her ?

A. It was just to show the divestnment history
of the wells that Loren discussed in his testinony,
just so the Comm ssion and the parties had a
guestion -- or answers to questions. | kind of
assunme that sonebody was going to ask how nmany tinmes
they were sold, which | believe sonmebody did ask
Loren and he couldn't answer. This slide is
basically in support of those questi ons.

Q So it wasn't intended to address the

Division's concerns or ability to nanage or review,

Page 243

Veritext Lega Solutions

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




© 00 N o O b~ W DN PP

N NN N NN P P P P P PP PPk
o A W N B O © 0 N O O b W N B+~ O

John Garcia - October 23, 2025

Exam nation by M. Rankin 244

oversee transfers going forward under the proposed
rul e?

A My testinony doesn't have any opinion on,
you know, overall supporting or going agai nst the
rule. | believe that is for Brandon. W kind of
di scussed he'll tal k about changes and support about
the petition.

This is just nore factual testinony of,
these wells are wells that we've encountered issues
with. You know, here's how many tinmes they were
sol d.

Q So I'"'mgoing to ask you a question about
transfers. Has the Division conducted an anal ysis
to determ ne how many orphan wells the provision in
the rule that addresses transfers m ght prevent from
devolving into the OCD as orphan wells?

A | have not.

Q Are you aware of anybody at the Division
doi ng an anal ysis al ong those |ines?

A. | am not.

MR. RANKIN:. Al right. 1 think
you' ve answered -- let nme just -- | think you've
answered all of ny questions. Let ne just nake
sure.

I think you have, M. Garci a. It's a
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Appreciate it.

M . Ranki
M. Garci
you.

Heari ng Exam ner. Thank you.

much.
or M. Ti
guesti ons.

aski ng because we need a short break before public

coment ,
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Thank you very nuch for your tine today.

JOHN GARCI A:  Thank you.

HEARI NG OFFI CER ORTH: Thank you,
n.
M. Maxwel |, do you have questions of
a?

MR. MAXVELL: No questions. Thank

HEARI NG OFFI CER ORTH: Thank you.
s Ms. Nanasi with us?
M. Moore?

MR. MOORE: No questions, Madam

HEARI NG OFFI CER ORTH: Thank you very

Ms. Fox, are you going to have questi ons,
sdel ?

MR, TISDEL: We will, very few

HEARI NG OFFI CER ORTH: Ckay. [|I'm

so can you do that after public coment?
MR. TISDEL: |I'd be happy to, yeah.
HEARI NG OFFI CER ORTH: Thanks so
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much. Let's cone back at 4:00.
(Recess was taken from3:54 p.m until 4:04 p.m)
HEARI NG OFFI CER ORTH: Let's cone
back fromthe break, please.
Al righty. M. GCerhart, would you I|ike
to come up to the speaker's box up here, please.
Good afternoon. M nanme is Felicia Oth.
| "' m conducting a hearing on well plugging and
financial assurance. W've cone to another public
comment session today. | have several people
i ndicating a desire to offer public comment. Just a
few things about that.
We' Il ask you to spell your first and | ast
name because we're making a transcript. Also,
pl ease speak at a deliberate pace because we are
making a transcript. 1'll ask -- the rules ask that
you be sworn in; that is to say I'll ask if you
swear or affirmto tell the truth
And | will ask you to keep your comrents
to three mnutes. 1In the event you have a | ot nore
than that to say, please submt your comrent in
witing to Sheila Apodaca, the Conm ssion
adm ni strator.
So, Ms. Gerhart, would you spell your

first and | ast nanme, please.
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SAYRE GERHART: My nane is Sayre
Gerhart, S-A-Y-R-E, GE-R HA-RT.
HEARI NG OFFI CER ORTH: Thank you.

And do you swear or affirmto tell the truth?

SAYRE GERHART: | do.

HEARI NG OFFI CER ORTH: "1l start
your tine.

SAYRE GERHART: M nane is Sayre
Gerhart, and | live in Corral es, New Mexico. And

amreally just a nmenber of the public comng to
support the nodernization of the New Mexico's
bondi ng and cleanup rules. And | really know that
this is hard work. | have been an el ected official
nmysel f and want to commend everybody for working on
this.

My reason for speaking also is because as
a nmenmber of the public, we are paying attention.
And | know it's very nuanced what, you know, even
was hearing for the last half an hour in the room
But it's also very sinple. You know, if you dril
it, you clean it up.

And as a taxpayer and as an advocate for
our stewardship of our beautiful state, | hope that
the comm ssioners will nodernize the rules and

prevent the taxpayers from picking up the burden of
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cleaning up after other people and also that, you
know, we resolve the orphan wells situation around
t he state.

And that's really all | wanted to say.
HEARI NG OFFI CER ORTH: Thank you very
much, Ms. Gerhart.
Do we have Kathleen Hepp on the platfornf
KATHLEEN HEPP: Okay. Can you hear
me?
HEARI NG OFFI CER ORTH: Yes, | can.
KATHLEEN HEPP: Ckay.
HEARI NG OFFI CER ORTH: Wbul d you
spell your first and | ast nanme, please.
KATHLEEN HEPP: Okay. Kathleen, it's
K-A-T-H L-E-E-N, and ny |ast nane is Hepp, H E-P-P.
HEARI NG OFFI CER ORTH: Thank you. Do
you swear or affirmto tell the truth?

KATHLEEN HEPP: Absol utely.

HEARI NG OFFI CER ORTH: | will start
your tinme.

KATHLEEN HEPP: Okay. Well, hello.
My nane is Kathleen Hepp. | live in New Mexico, for
30-plus years. I'moriginally from Pennsyl vania. |

rai sed ny boys here, ny three boys in Mriarty, New
Mexi co, and they all attended public schools. All
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three boys were in westling, and it gave thema
structure and it gave them discipline to becone the
good, hardworking nmen that they are today.

So that being said, it also gave them
norals and values. Sorry. They've also received
schol arshi ps, each of them to go to college. M
hope is that their children have the sane
opportunity as they did.

Cutting the funding would put a big danper
on that opportunity, | believe. One of nmy son's job
is working with the railroad, and | consider that a
very good career for him |'mproud of him

It would be a real inpact on his job and
the community around to get products, neaning a rise
in the prices and | ess product for Anericans.
| ncreasi ng products, in my opinion, in New Mexico,
we can't afford it right now Wth the increase of
everything else, it would be -- it would hurt our
community because that -- we cannot afford that.

For you guys to raise the regulations, that would
hurt everyone.

It would al so probably drive the conpanies
out of New Mexico, do busi ness el sewhere. So pl ease
consi der people like nme and ny famly before

deci ding on any new regul ati ons.
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And | appreciate the tine that you're
taking to listen to ne. Thank you very nuch.
HEARI NG OFFI CER ORTH: Thank you,
Ms. Hepp.
KATHLEEN HEPP: You're wel cone.
HEARI NG OFFI CER ORTH: Vi cKi
Gottlieb? Do we have Vicki CGottlieb on the
pl at f or nf?
She reached out earlier to speak at 4:00.
Al right. |If she joins us, M. Apodaca,
| et me know.
MS. APODACA: | do see her on the
platform and she has perm ssion to unnute.
HEARI NG OFFI CER ORTH:  Oh, okay.
Ms. Gottlieb, | believe you have
perm ssion to unmnute.
Ms. Gottlieb, you mght need to press
control -shift-M
She may have stepped away.
Al right. Let's nove to the next person
with their hand rai sed, Sheil a.
Al right. This is Petra Ligon or Ligon.
Can you unnute yoursel f?
PETRA LI GON: Can you hear ne?
HEARI NG OFFI CER ORTH: Yes. Thank
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you. Would you spell your first and | ast nane,
pl ease.

PETRA LI GON:  Yes. It's P-E-T-R-A,
| ast name L-1-G O N

HEARI NG OFFI CER ORTH: Thank you. Do
you swear or affirmto tell the truth?

PETRA LI GON:  Yes.

HEARI NG OFFI CER ORTH: "1l start
your tine.

PETRA LI GON: COkay. So hell o,
everyone. Thank you, conm ssioners, for allow ng ne
to speak today.

My nane is Petra Ligon. | was born in
Berlin, Germany, and noved to the United States when
my husband was transferred to Fort Eustis, Virginia.

After three years, |, too, decided to join
the Arnmy working as a transportati on nanagenent
coordinator. | separated after nmy second enli stnment
and wor ked for various conpanies, nostly in the
adm ni strative field.

Kirtland Air Force Base was ny husband's
| ast duty station. He retired in 1997 after serving
24 years in the mlitary. And we both retired
permanently this year.

| realize New Mexico heavily depends on
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the revenue it makes fromoil and gas conpanies to
fund education, Medicaid, and other prograns.
Nevert hel ess, increasing fees for smaller oil and
gas conpanies wll only drive themto el sewhere. As
a veteran, | know that the oil and gas conpanies are
conposed of about 20 percent veterans. Supporting
t hose who have served our country is inportant, and
we shoul d not take away that opportunity.

Wth that said, | believe it's very
| nportant for our state not only to rely on the
revenue fromoil and gas, but to incentivize |arger
conpani es and manufacturing busi nesses to nove to
New Mexi co.
' masking to please consider the
i nportance of oil and gas for our state when
deciding on this issue.
Thank you for your tine.
HEARI NG OFFI CER ORTH: Thank you very
much, Ms. Ligon.
We'll nove now to Stefi Weisburd.
STEFI WEI SBURD: Hi. Can you hear

HEARI NG OFFI CER ORTH: Yes. Thank
you very nmuch. Wuld you spell your first and | ast

nanme, please.
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STEFI WEI SBURD: Stefi is S-T-E-F-1,
Wei sburd, WE-I1-S-B-U R-D.
HEARI NG OFFI CER ORTH: Thank you. Do
you swear or affirmto tell the truth?
STEFI WEI SBURD: | do.
HEARI NG OFFI CER ORTH: Thank you.
"1l start your tine.
STEFI WEI SBURD: Thank you for
allowing nme to speak today. 1've lived in New
Mexi co for 35 years.

| treasure the state's natural beauty and
how responsi bl e use of our resource benefits us all.
Unfortunately, our state has suffered a subset of
exanpl es of conpani es abusing the trust we place in
themto operate conscientiously and return the
borrowed environnment to its prior state.

The oil and gas industry, in particular,
seens to be structured to encourage infrastructure
abandonnment from smal | operators who acquire
mar gi nal wells that do not guarantee enough incone
to be cleaned up by their owners. The problemwl|
only be exacerbated by the eventual decline of
fossil fuels, leaving nore stranded assets littering
our state.

Requiring operators to put up a bond
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| inked to well plugging and renmedi ati on cost is
common sense. After all, we wouldn't object to a
| andl ord requiring a security deposit and evidence
of cash flowto pay rent for an apartnment. |If
renters treat the property with respect, they wll
get their security deposit back.

The i npact of abandoned wel |l s goes beyond
pl uggi ng and renedi ati on costs. They can emt
subst ances toxic to humans, livestock, and wldlife
and contribute to a climate pollution. And we're
al ready confronting the costly consequences of
climte change where | live.

l'"'mterrified of wildfires ruining --
burni ng our communities. W have soaring insurance
prem uns. We have water shortages. People are
having to drill deeper for wells. And we have a
harder time in the heat.

Naturally, climate-driven extreme weat her
has bunped the average nunber of billion-dollar
di sasters fromthree per year in the 1980s to 19 per
year over the |ast decade, according to Clinmate
Central. For the first six nonths of this year,
t here have been 14 disasters costing $101 billion.

| was on when Senator Townsend and

Representative Montoya nentioned HB 403. It
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redirects funds from educati on towards the
reclamation fund in |ieu of nodernizing bonding
requi renments. | do not |ike taking the option of
support away from education, nor relying solely on a
rescue fund after the fact.

A sufficiently sized bond acts as nore of
a deterrent to bad behavi or than cl eanup nonies
wi dely sourced fromtaxes on the industry at |arge.
Some of the reclamation funding also cones fromthe
federal governnent, which is abandoni ng decades of
envi ronnental protections and the funding behind it.
We nust stand up for ourselves. | urge
you to adopt rules that protect our communities and
the | ands, water, and air we all depend on to live.
Thank you very nuch
HEARI NG OFFI CER ORTH: Thank you,
Ms. Wi sburd.
Ms. Gottlieb?
VICKI GOTTLIEB: Got it. Hello.
Yes.
HEARI NG OFFI CER ORTH: Wbul d you
spell your first and | ast nanme, please.
VI CKI GOTTLIEB: Yes. M first nane
is Vicki, V-1-CK-1, Gottlieb, GO T-T-L-1-E, as in

every, B, as in boy.
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HEARI NG OFFI CER ORTH: Do you swear
or affirmto tell the truth?
VI CKI GOTTLI EB: | do.
HEARI NG OFFI CER ORTH: Thank you.
"1l start your tine.
VI CKI GOTTLI EB: Good afternoon,
Chair and Conm ssioners. M nane is Vicki Cottlieb,
and |I'm speaking as a resident of Placitas, where
|"ve lived for 18 years, and other places where |'ve
lived since 1970, Al buquerque, Roswell, Santa Fe,
and El Rito.
| strongly support the proposed bonding
rul e changes. Since noving to Placitas, |'ve hel ped
our community push Sandoval County to require air
gquality nonitoring by the gravel operators here and
forced their contracts and required reclamation
after operations shut down.
Resource extraction is common in New
Mexico. It's also commpn sense to make conpani es
extracting resources responsible for the expense of
work to clean it up, 100 percent of the tine.
When | worked -- excuse nme -- for The
State Departnent of Information Technol ogy for 12
years before retiring, one of ny responsibilities

was reviewi ng all agencies' information technol ogy
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contracts. We worked hard to get the bonding
requi rements for expensive single and nul tiagency
projects increased. So | have firsthand know edge
of the inperative for adequate bonding, as well as
t he business of all state agencies who have anyt hi ng
to do with oil and gas drilling.

Wel | cleanup costs are substantial, and
they fall to the state |largely because oil and gas
corporations are not required to post sufficient
bonds to cover them This exposes taxpayers, public
funds, comunities, and the environment to harm and
contributes to a |l egacy of pollution in New Mexico.

As a grandparent, | owe it to ny
grandchil dren to protect the environnent, conserve
state funds wherever possible, and ensure a | egacy
t hat encourages themto consider New Mexico the best
option for working and raising their famlies in the
future.

Your decision inpacts future generations
of New Mexicans as well. You owe it to themto
support the proposed bondi ng rul e changes.

Thank you for |istening.

HEARI NG OFFI CER ORTH: Thank you very
much, Ms. Gottli eb.

VWho el se do we have here?
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Kevin Kirby, can you unnute yourself?

KEVIN KIRBY: M nanme is Kevin Kirby,

K-E-V-1-N, K-1-R-B-Y.

HEARI NG OFFI CER ORTH: Do you swear

or affirmto tell the truth?
KEVI N Kl RBY: | do.
HEARI NG OFFI CER ORTH: "1

your tine.

KEVI N Kl RBY: Menbers of the New

Mexico Ol Conservation Conmm ssion. Son, we've got

to tal k about this bond issue thing. Yeah,

we don't talk a | ot about your oil business, but
maybe now is the tinme. |If your nother were here,

she would tell you what she always told you, clean

up your ness. Your roomis |like a pigsty.
| " msorry, she's not here to tel

herself. But you never |istened. You and

buddi es have made a nmess of New Mexico, and this

bond thing just says, we can't trust you.
is not your bond. And we need you to have

bond so you can do the right thing.

When you nmake a ness, clean it up or pay

the bond to do it. Yeah, |I know you pay a

taxes. | know you make a | ot of noney. You got a

bi g house and a nice famly, but you don't

258
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| know,
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a | egal

| ot of
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here. | still do. We still live with the rusted
oil rigs, and your old ness is making us sick and is
killing New Mexicans. It's not been easy.

You say it's the cost of doing business.
You make a | ot of nobney for New Mexico. It costs
too nuch to clean up the ness. W have to nake a
profit. Well, here's the thing, this bond won't
save the world. You already took care of that. But
maybe, just maybe you can save New Mexi co.
Just pass the bond, clean up your -- clean
up our | and of enchant nent.
Thanks for 1istening.
HEARI NG OFFI CER ORTH: Thank you,
M. Kirby.
| believe | saw Nona G rardi raise her
hand.
Ms. Grardi?
NONA Gl RARDI : Yes, hello.
HEARI NG OFFI CER ORTH: Hello. Wbuld
you spell your first and | ast nane, please.
NONA GIRARDI: M first nane is
N-O-N-A |ast nane GI-RA-R-D-I|.
HEARI NG OFFI CER ORTH: Do you swear
or affirmto tell the truth?

NONA G RARDI : Yes.
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HEARI NG OFFI CER ORTH: "1l start
your tine.
NONA G RARDI : Good afternoon, Chair
and Comm ssioners. |'m speaking as a resident of

Los Al anpbs, New Mexico, in strong support of
proposed bondi ng rul e changes.

l'"ve lived in New Mexico for nore than 30
years. As a fam |y doctor working in various areas
of rural New Mexico, |'ve seen the inpact of
I ncreased respiratory and cardi ovascul ar di seases on
people living near oil and gas production areas.

Children suffer severe asthma attacks nore
frequently and have difficulty controlling their
day-to-day synptons. O der citizens have worsening
chronic obstructive pul nonary di sease and heart
di sease. And people die at younger ages, all due to
i nhal i ng these pol |l utants.

The oil and gas corporations that dril
for extract and profit from our public resources
shoul d be required to clean up after thensel ves,
100 percent of the time. They can't be allowed to
| eave the cost and effort of plugging and cl eaning
up unproductive wells to our taxpayers. |f they
can't afford the cost of cleanup, they shouldn't be

drilling here at all.
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If an ordinary person rents or |eases a
house or apartnent, they usually have to provide a
security deposit up front to cover any danages they
may cause. |If an ordinary person owns or drives a
car in New Mexico, they need to have autonobile
| nsurance to cover the cost of accidents, injuries,
or property danmage. The sanme principle should apply
to oil and gas conpani es operating in our |ands.

They shoul d post the sufficient bond as
the proposed rule would require. In the past five
years, over $100 mllion in public funds, both state
and federal, have been spent to clean up abandoned
wells in New Mexico. And we still face up to
$1.6 billion in future cl eanup costs.

The abandoned wel | s are dangerous, mnethane
and toxins leak into our air and groundwater,
harm ng wildlife and public health, especially in
rural and tribal communities. Leaking nethane goes
to waste, worsening global warm ng without even
doi ng anyt hing towards supplying our energy needs.

Pl ease vote to adopt stronger bondi ng
rul es. Let's protect our air, water, health, and
wal | ets and nmake sure no one gets to profit while
| eaving the rest of us with the ness.

Thank you.
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HEARI NG OFFI CER ORTH: Thank you,
Dr. GCerardi.

s there anyone el se on the platform who
would like to offer comment at this tine? If you're
joining us by phone, you can press star-5 to raise
your hand. And then as | understand it from sone
i nformation that M. Maxwell shared with us, you
woul d be hitting star-6 in order to unnute.

Let's see, | see sonmeone naned El eanor has
rai sed her hand.

Can you unnute yoursel f, Eleanor.

ELEANOR SM TH:  Yes.

HEARI NG OFFI CER ORTH: Hello. Wbuld
you --

ELEANOR SM TH: Hi .

HEARI NG OFFI CER ORTH: -- spell your
first and | ast nanme, please.

ELEANOR SM TH: El eanor, which is
E-L-E-A-N-O-R, and then Smth is just S-MI-T-H.

HEARI NG OFFI CER ORTH: Thank you. Do
you swear or affirmto tell the truth?

ELEANOR SM TH:  Yes.

HEARI NG OFFI CER ORTH: Thank you.
"1l start your tine.

ELEANOR SM TH: (Okay. (Good
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af ternoon, Chair and Conmm ssioners. M nane is
El eanor Smith. |1'm speaking on behalf of (Navajo),
whi ch transl ates to sacred water speaks, in strong
support of the proposed bonding rul e changes.

| live here in the San Juan Basin in the
Four Corners area in Shiprock, New Mexico, on the
Navaj o Reservation. As you may know, we are -- we
live near two power plants, coal fired power plants
that have recently -- one has recently closed down,
and we have been littered with oil and gas wells
t hat have been abandoned, sonme of themfor as |ong
as 100 years.

Qur Navaj o Nation was established by the
federal governnent as a nmechanismto -- you know,
have a mechanism for themto approve oil and gas
| eases. And so the earliest -- and this was back in
the 1920s. So not far fromhere in Carrillo, New
Mexi co, we actually have abandoned oil wells that
have been there since the 1920s that have not been
cl eaned up.

And for years in this San Juan Basin area
of the Four Corners, we have had the Anerican Lung
Associ ation give us a grade of an F, as in failing,
for decades, not only fromthe power plants, but

al so because of the nethane em ssions fromthese

Page 263

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



© 00 N o O b~ W DN PP

N NN N NN P P P P P PP PPk
o A W N B O © 0 N O O b W N B+~ O

John Garcia - October 23, 2025

Exam nation by M. Rankin 264
| eaking oil and gas wells.

We need -- really, it's -- you know, |
can't stress how nuch we are a sacrifice zone for
the rest of the country. You know, we've been --
we're still designated as a sacrifice zone in this
ar ea.

And we just need -- we would like for the
Comm ssion to hold these conpani es account abl e and
responsi ble for cleaning up their ness.

My husband, who has never snoked -- we're
i n our 60s now, and he has been diagnosed with
chronic COPD, and he has never even snoked. So
there's -- and there's a high rate of asthma in this
area. A lot of our people have asthma. You know,
it's just -- we have chronic health conditions,
cancer.

So, you know, we would really like for the
Comm ssion to do their job to hold these
cor porations accountabl e, responsible, to nake sure
t hat they have bonding in place to ensure that
t here's enough bondi ng, not just mninmal anounts,
but they need to have exceedi ng anobunts to cl ean up
their nesses.

And | just wanted also, if |I have tine,

share with you just the magnitude. This is from
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Jerry Redfern's article back froma coupl e nonths
ago. It says, "GOl and Gas Forecast for New
Mexi co's San Juan Basin: Going, Going," and this
Is -- a "BLMreport offers m xed outlook for oil and
gas production” in this area. And he predicted
t hat --

O, "The older report predicted 3,200 new
oil and gas wells in the Bureau's Farm ngton
Di vision area over 30 years in its baseline
scenario. Records fromthe New Mexico Q|
Conservation Division, which tracks all oil and gas
devel opnent across the state, show 309 (sic) wells
drilled from 2018 to present. Adding that nunmber to
the | atest report's expected 1,200 new wells brings
a total to 1,519 wells, less than half the nunber

predi cted seven years ago."

So -- and then, you know, now they're --
there's talk of nore L& drilling in this area.
So --
HEARI NG OFFI CER ORTH: Ckay. Pl ease
wrap up.

ELEANOR SM TH: Okay. And so those
are the main points | wanted to make. Thank you.

HEARI NG OFFI CER ORTH: Thank you very
much, Ms. Smth.
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s there anyone el se on the platform who
would like to offer public comment during this
session? Qur next session will be tonorrow norning
at 9:00.

Anyone el se? Raise your virtual hand or
press star-5 to raise your hand if you're on the
platform

No. All right. Thank you very nuch. W
will return to the technical case.

And, M. Tisdel, you indicated you had
guestions of M. Garcia.

MR. TISDEL: Yes. Thank you, Madam

Hearing O ficer.

EXAM NATI ON
BY MR Tl SDEL:
Q. And thank you, M. Garcia, for hanging in
there with us. | have just a few questions. M
name is Kyle Tisdel. |I'man attorney with the

West ern Environnental Law Center and represent the
applicants in this case.

There's been sone testinony and you' ve
been asked sonme questions already about the 2024
pl uggi ng data, and that had sone three categories,
right? OCD had plugged 100 wells, there were 129

wells indicated as being forced plugged, and then
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773 wells that are non-orphan, and those wells are,

| guess, plugged by operators; is that correct?

A Correct.
Q That makes fairly easy math, about 1,000
wells. So even as an attorney, | don't know that I

can screw that up too nuch, but if | do, please
correct nme.

It sounded from your earlier testinony
that the forced plugging -- or the forced pl ugged
category was sort of a gray area. And that invol ved
third party plugging of those wells; is that right?

A. Correct. The third party pluggi ng them
kind of is a gray area on where those wells really
fit.

Q. Yeah. Why might a third party be
notivated to plug a different operator's well?

A. l"mnot fully sure. Al | knowis the
operators |'ve worked with on these pluggi ngs have

vastly different circunstances. So |I'm not sure all

the reasons behind it. | just know they seemto be
br oad.
Q Do those third-party operators have any

sort of predecessor relationship to that well at
all? Any sort of historical |inkage to operating

that wel | ?
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A My understanding is the Land Office or BLM
have nmade that connection sonehow, and that's why
the third-party operator is being discussed. Sone
operators have told ne it's just part of their | ease
agreenents. If they want to, you know, pursue other
| eases, that it's part of obtaining | eases. |'m not
an expert in that. That's just kind of what they
told me in, you know, neetings about getting the
sundri es approved.

Q Okay. That's fair enough. Thank you. |Is
it -- is it the State Land Office or OCD that is
reaching out to those third parties or are those
third parties availing thensel ves of the state
agenci es?

A. Not fully sure. OCD has never reached out
to athird party, to ny know edge, to ask themto
plug a well that they're not the operator of record
for. |I'mnot sure of State Land O fice or BLM s

processes in going about that.

Q Okay. But it's clear fromat |east the
2024 data, that 773 of -- or approxinmately
77 percent, | guess, of the 1,000 wells that were

pl ugged in 2024, those were from operators, correct?
A Correct.
Q And the OCD pl ugged 100 of those, or
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10 percent of those wells, correct?

A Correct.

Q And then roughly 13 percent are in this
funny forced well category, correct?

A. Correct.

Q And | heard you say that you were
available for listening to the testinony, the prior
testinmony in this case, for sonme of it, but not al
of it; is that correct?

A. Correct. | tried ny best to be on, but
we' ve had other itens arise in the background.

Q Fair enough. Were you around for any of
the testinony that regarded the percentage of
or phaned wells or the -- strike that.

Have you been around for any of the
testinony that spoke about the percentage of wells
pl ugged bei ng done by operators versus OCD in this
case”?

A. Not entirely.

MR. HALL: ©Madam Hearing O ficer,
this is beyond the scope of direct or any cross, so
| object.

HEARI NG OFFI CER ORTH: Let's see.

M. Tisdel ?
MR. TISDEL: Yeah, | nmean, it's going
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to go directly to the 2024 statistics that
M. Garcia has provided for in his direct testinony,
as well as testified to today.
HEARI NG OFFI CER ORTH: All right.
Keep goi ng.

A. So | can proceed with an answer?

Q (By M. Tisdel) You may, yes. Thank you,
M. Garcia.

A. Il will say |I cannot say |'ve been around
for all parties' testinmony. The only one | can say
| heard all testinobny was Loren today, prior to ne,
M. Diede. | heard his entire testinony and the
guestions associated with it, but | cannot say |
heard any applicant's or any parties' opening.

Q. Okay. Fair enough. But at least in 2024,
approximately 77 percent of the wells plugged in the
state were done by operators, correct?

A. Correct.

Q And you also testified earlier about the
Mast er Orphan Spreadsheet, and that's a fairly new
spreadsheet that the -- that the Division has put
t oget her, correct?

A. Correct.

Q And how did you track orphan wells prior

to the advent of that spreadsheet?
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A | gave the answer to M. Rankin. | would
have to defer to probably Brandon. Prior to that
Excel sheet, | wasn't involved in the project too
much. Me and the Excel sheet kind of canme in
together, | would say. So it's been ny incentive to
track it through MOS.

Q And is it -- has that spreadsheet just not
been around | ong enough for you to track any -- |
know you said earlier that that spreadsheet is a
|l iving docunent, right? So information's being
added to that on a daily basis.

Has that -- over the course of that
spreadsheet being in place, have you been able to
di scern any trends with the rate of orphaned wells
in the state?

A | don't think I've tied the Excel sheet to
any trend or used it to track any trends. More just
to ensure that our sundries are getting entered and
our plugging dates are being entered on the
engi neeri ng side.

Q Okay. Thank you, M. Garcia. One | ast
question, and | don't want to bel abor the point on
Exhibit 16 at all, but the distinction between
pulling the data with the word "or" or "and," you

pulling it with "or" gave you a broader sanple of
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t he i npact of the nunber of marginal wells that
woul d be included; is that correct?
A. Correct.
Q And so that woul d suggest a broader i npact
on industry than perhaps the wording if you were to

use "and"; is that correct?
A. | would agree with that, yes.
MR. TISDEL: No further questions.
HEARI NG OFFI CER ORTH: All right.
Thank you, M. Tisdel.
M. Tremai ne, do you have any redirect?
MR. HALL: No, Madane Heari ng
Oficer.
HEARI NG OFFI CER ORTH: M. Hall. [I'm
sorry.
MR. HALL: [It's okay. | knew what
you neant. He's the boss.
HEARI NG OFFI CER ORTH: Thank you.
Comm ssi oner Anpomah, do you have any
guestions for M. Garcia?

EXAM NATI ON
BY COW SSI ONER AMPOVAH:

Q M. Garcia, good afternoon.
A. Good afternoon.
Q Thank you for your testinony. You know, |

Page 272

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



© 00 N o O b~ W DN PP

N NN N NN P P P P P PP PPk
o A W N B O © 0 N O O b W N B+~ O

John Garcia - October 23, 2025

Exam nati on by Conm ssi oner Anponah 273

don't have a | ot of questions for you, but, you
know, 1'll ask you: Based on your direct and then
al so all the discussions that we've had, would you

| i ke to change your testinony, especially on page --
on Exhibit 1, 004, the lines that was read which
woul d start fromline nunber 12 to |line nunber 157

A. One second while I'mpulling that up.

Are we discussing the definition of the
petition and the Excel code? |Is that what we're
| ooki ng at?

Q. Yeah. So starting fromline 4, you said:
Looking at the data from 2024, it shows that based
on the petition -- based on the petition, that the
petitioner is seeking that the Comm ssion shoul d
enact OCD woul d have 33,221 wells deened productive,
so that whol e sentence up until no beneficial use.

Based on your expl anations, would you want

to, nore or less, anend this testinony?

A. | don't know if | would anmend it with
actual nunbers. | will say the testinony is stil
accurate with the nentality of the "or." | know we
di scussed that extensively today.

My overall comment would remain. |[If it's

meant to be "and," these nunbers woul d probably be

| ess included, there would be I ess marginal wells,
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| ess inactive wells. It would probably show | ess
data that would affect industry with this proposed
rule. As far as the exact nunbers, | would have to
run code or relook at the code.

Q So, you know, this information is very
| nportant to the Conmm ssion, because -- so when we
go back to your slides, nunber 4, you know, for the
Comm ssi on, we want to know how many wells are
really going to be inpacted, at least from OCD s
perspective. You know, we've listened to the -- to
the applicant, and we do have a fair idea as to sone
of the nunbers.

But what you're showing here is, nore or
| ess, extrenely higher than what even the applicant
is show ng. And you're saying that you don't
necessarily have to make any anmendnents to your
st at enment .

A. Yeah, | nean, | nore than can nmake changes
to code if the Comm ssion would like to see it.
woul d say -- | hate to defer a conm ssioner's
guestion, but | believe Brandon will testify to our
overall view. And our view of the rule has changed
potentially in his testinony, | believe, and | think
he woul d have better answers for that.

Q So deputy director will give us how many
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wells specifically that will be inpacted by the
petitioner's case; is that correct?

A | can't say for certain he will have a
well count, but I can rerun the well counts if the
Comm ssion would like to see them

MR. HALL: Conm ssioner, M. Garcia
can't answer that for his boss, but | can proffer
t hat we can nmake that available to the Comm ssion.
COW SSI ONER AMPOMAH: | appreci ate
it. Thank you for the clarification. | appreciate
t hat .

Q (By Conmm ssioner Anponmah) So let's go to
slide nunber 7. Let's go to slide nunber 9, slide
nunmber 9 instead.

So on slide nunmber 9, you' re show ng, you
know, the Rock Queen's Unit Nunber 043. And based
on what we are seeing, it sounds like this well went
down between 2002 and then cane back in 2008.

WIIl this production profile support what
we are discussing about sone kind of a discretion --
OCD havi ng sone kind of discretion and sone
flexibility in categorizing these wells?

A. | guess to clarify, too, we're tal king
about the Rock Queen because it has | ow production

from 2000 to 2009 approximately.
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As far as does it -- the OCD s discretion
on the categories, | think it's hard for us to
justify all wells in any category. Each well is a

uni que situation, and wells change. So they would
routinely be changing the categories. In ny
under st andi ng, the categories aren't set in stone.
So as this well's production changed, the well's
categories would also change with it.

Does that hel p answer your question? [|I'm
not sure if | actually got it.

Q. Yeah. So you deal with a lot with the
data. So the direct question that | have is: Wuld
you support any sections to sonme of the work
categories as presented by the petitioner?

A. I don't know if | have an overall view on
t he exact categories that have been provided.
Really, this was just to kind of show that wells
have a changing life, an evolving life for BOEs and
day counts. | haven't testified anything about, I
guess, ny opinions on the categories directly.

Are you asking ne if | have an opinion on
t he categories?

Q No. |I'mgoing to save ny questions for
deputy director.

COW SSI ONER AMPOMAH:  So t hank you
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so nmuch, M. Garcia, for your testinony and do
appreci ate your presence. Thank you.
JOHN GARCI A:  Thank you.
HEARI NG OFFI CER ORTH: Thank you.
Comm ssi oner Bl oom do you have questions
of M. Garcia?
COWM SSI ONER BLOOM  Thank you,
Madame Hearing Exam ner. No, | believe we've
covered pretty well the issues with the Master

Or phan Spreadsheet. Looks like it was -- the effect

woul d be overexaggerated by using "or" instead of
"and." | think this has been covered sufficiently
today. And, you know, | have a good feel for what's

happeni ng t here.
So | have no questions.
Thank you, M. Garci a.
JOHN GARCI A:  Thank you.
HEARI NG OFFI CER ORTH: Thank you.
Chair Chang, do you have questions of
M. Garcia?
CHAIR CHANG | do not.
HEARI NG OFFI CER ORTH: All righty.

We are at about quarter of 5:00. | trust that our
next witness, let's see, is M. Ronero. | s that
true?
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MR. TREMAI NE: Yes, Madam Hearing
Oficer. M. Ronero's direct | anticipate to take
I n excess of 30 m nutes.
HEARI NG OFFI CER ORTH: Ckay. Let's
do that tonorrow norning, then.
MR. TREMAI NE: That sounds great.
HEARI NG OFFI CER ORTH: We'Il | take
public comment at 9:00 and go to Ms. Ronero.
Is there anything el se we can tal k about
while we're together?

MR. CLOUTIER  Sorry, Madam Heari ng

Oficer, I think M. Rankin correctly raised the
I ssue of M. Powell. | don't know what else, but |
think -- let's just say |I think sonme issues have

been kicked to M. Powell that appeared fromwitten
direct testinony other witnesses were going to
handle. So I think on behalf of |IPANM at |east,
" mgoing to be asking that you consider nore cross
time for M. Powell because he's going to be
carrying a lot nore water than we thought.

HEARI NG OFFI CER ORTH: All right.
Perhaps return to the hour originally proposed for
every w tness?

MR. CLOUTIER: That would be

sufficient for us. Thank you, Your Honor.
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HEARI NG OFFI CER ORTH: All right.
M. Tremai ne?

MR. TREMAINE: |'mnot sure what to
say. | think if anyone's surprised that high |evel
policy and inplenentation questions go to the deputy
director, not lower technical staff, that takes nme
out of stride. |I'mnot sure how to respond to that.

There's any number of questions I'd |ike
to ask regarding data from petition opponents, put
the incident data into the record. So | have to
define nmy cross to what's in the record within the
time allotted. So nmy position is that they need to
conformw th the agreed order.

HEARI NG OFFI CER ORTH: All right. So

CHAI R CHANG. Madam Hearing O ficer,
| think if we are observing a concerted effort to be
concise and brief, then -- and there really is --
when parties one at a tinme, that they really are
substantial questions left and parties have made a
concerted effort to be concise and brief, we m ght
be able to revisit the issue then. But | would hate
to extend tine if people end up just asking
repetitive questions over and over. So perhaps you

can reserve that and just see how we get.
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MR. CLOUTIER | appreciate that,
Chair Chang, and the -- M. Suazo, M. Rankin, and I
have been trying to coordinate our questioning so
t hat one of us is not replow ng the ground of
another. | think there have been sone -- a few
clarification questions, but we will try and
coordi nate on that and see where we are.
HEARI NG OFFI CER ORTH: All right.
Thank you all very much. See you tonorrow at 9:00.

(The proceedi ngs concluded at 4:49 p.m)
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AFFI RMATI ON OF COVPLETI ON OF TRANSCRI PT

|, Kendra D. Tellez, DO HEREBY CERTI FY that on
the 23rd day of October, 2025, a hearing of the New
Mexico Ol Conservation Conm ssion was taken before
me via video conference.

| FURTHER AFFIRM that | did report in
st enogr aphi ¢ shorthand the proceedings as set forth
herein, and the foregoing is a true and correct
transcript of the proceedings to the best of ny
ability.

| FURTHER affirmthat | am neither enployed by
nor related to any of the parties or attorneys in
this case, and that | have no interest in the final

di sposition of this case in any court.

Novenber 6, 2025
ﬂﬂ nelae "‘Ecﬁ%f’

KENDRA D. TELLEZ

Veritext Legal Sol utions
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