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PROCEEDI NGS
THE HEARI NG EXAM NER:  Good nor ni ng,

everyone. | think we're going to go ahead and get

st art ed.

Sheila, are we recording?
MS. APODACA: Yes. W are.
THE HEARI NG EXAM NER:  All right. Good

nor ni ng, everyone, to the March 14, 2024, neeting of

the New Mexico Ol Conservation Conmm ssi on. For the

comm ssioners, this is the first tinme we've had the

chance to use the new room set - up.

Woul d rem nd everyone, sone of you who

have been in Division's hearing, are famliar with

this.

You have mics in front of you. Just click the

button on the right when it |ights up green. You

speak,

you'll be able to hear out in the crowd. And

when you're done speaking, |1'd ask that you turn off

your m crophone.

call.

Bl oom

And with that, I'll do a quick rol

Comm ssi oner Anponmah.
DR. AMPOVAH: Present.
THE HEARI NG EXAM NER: Conmmi ssi oner

VR. BLOOM Present .
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THE HEARI NG EXAM NER: Let the record
reflect a quorum of the G| Conservation Conm ssion's
here. First itemon the agenda is approval of the
agenda for today's neeting. Do we have any questions,
coments, or additions?

MR. BLOOM No, M. Chair.

THE HEARI NG EXAM NER: Can | get a
notion to approve the agenda?

MR. BLOOM | so nove.

DR. AMPOMAH: | second.

THE HEARI NG EXAM NER:  Quick roll cal

vot e.

Dr. Anponah.

DR. AMPOMAH:  Approved.

THE HEARI NG EXAM NER:  Conmi ssi oner
Bl oom

MR. BLOOM  Approved.

THE HEARI NG EXAM NER: Let the record
reflect that the agenda was approved unani nously.

Next item on the agenda, approval of
the neeting mnutes fromour |ast neeting, which was
on January 11, 2024. Those were circulated to the
comm ssi oners yesterday evening. Are there any
comrents or additions to the m nutes?

MR. BLOOM No, M. Chair.
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THE HEARI NG EXAM NER: Can | get a
noti on?

MR. BLOOM | so nove.

DR. AMPOMAH: | second.

THE HEARI NG EXAM NER: Dr. Anpomah,
roll call vote.

DR. AMPOMAH:  Approved.

THE HEARI NG EXAM NER:  Commi ssi oner
Bl oom

MR. BLOOM  Approved.

THE HEARI NG EXAM NER: Let the record
reflect that the m nutes were unani nously approved by
the Comm ssion. | think as everyone knows, but I|'l
just restate it here, we did not neet in February at
the previously schedul ed special hearing for the PFAS
rul emaki ng, due to an unopposed notion to vacate that
scheduling order and pull that hearing down.

We're going to start. W've got a
number of itenms set up for a status conference. We're
going to start with Case Nunmber 23580. That's the
application of Wl dEarth Guardians to consi der
proposed anendnents to address perfluoroal kyl and
perfl uoroal kyl substances and their use in oil and gas
extraction and anendi ng 19.15.2, 19.15.16, 19.15. 31,
and 19. 15. 32.
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Are all the parties who' ve entered an
appearance in that case here today? Can we start
with -- well, have the parties decided who's making a
report on the status of the case and what the next
steps are?

M. Tremaine.

MR. TREMAINE: | think | can start
there, M. Chair. This is Jesse Tremnine for the Ol
Conservation Division. The primry reason for
post poni ng the previous hearing was to all ow
additional tinme for the Ol Conservation Division to
obtain expert w tnesses.

We are in the very final stages of
that, finalizing contracts for those services. Expect
that to be conpleted any day. Additionally, we have
started stakehol der engagenment on aspects of the
petition and structure, specifically, with the other
parties entered into the case, related to aspects of
that petition and structure that don't require the
expert services.

So OCD has been tal king with both the
I ndustry stakehol ders and the petitioners to suggest a
potential alternative petition structure. So far,

t hose di scussions have been, | think, productive. W

expect to need another 30 days or so to try to hamrer
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out sonme areas of consensus, and | put together a very
brief kind of outline of alternative dates.

But where we are right nowis that
we're seeing the OCD has sone availability constraints
in early July, and we think that hearing dates in June
mght be a little difficult to provide enough tinme for
the parties to work through the process. And |

believe that the petitioners may have sonme conflicts

in -- witness conflicts in July.
So ny suggestion -- and then I'll turn
over to the other parties -- is to -- that we continue

to work through a schedule and agree here to submt a
revised pre-hearing -- or a scheduling order, as we
did previously, to the Conm ssion once we can kind of
hamrer out sonme of those conflicting availabilities.
And so, essentially, as of right now,
t he Di vision would be proposing, potentially, the week
of June 24th -- but | think that's going to be, you
know, tight for a lot of the parties to work
t hrough -- or one of the last two weeks in July. And
| think the other parties have sone conflicts there.
So we're going to need a little bit of tinme to work
t hrough that.
THE HEARI NG EXAM NER: M. Davis, or

anyone el se, any comments on M. Trenaine's
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presentation?

MR. DAVIS: Thank you, M. Chair,

Comm ssioners. W agree with M. Tremai ne about
continuing tal ks about potential revised petition.

The petitioners do have sone witness conflicts in |ate
June through July and early August.

But | spoke with M. Tremine, and
we're going to go back and speak with one of our
W t nesses and see if we can either work that out with
him or potentially work it out with the parties and
ei ther bunp the hearing up by a few days or a week, if
possible. And if not, we'll, you know, hamer out a
new procedural order to present to the Comm ssion.

THE HEARI NG EXAM NER: M. Fel dewert,
for the industry parties.

MR. FELDEWERT: You know, | agree. |
know t hat there has been sone nobvenent towards, you
know, having sonme di scussions and havi ng stakehol der
meetings. That may take a little time to see what we
can -- what consensus we can reach. CObviously, we
have not had any di scussions about any particul ar
dat es.

So it does seemto ne that we need sone
time to have those stakehol der di scussions, try to

figure out if we can cone to a consensus on when
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W t nesses can be available on -- for a hearing date.
So it mght be premature to schedule sonmething at this
poi nt .

THE HEARI NG EXAM NER: Hearing the
di scussion -- and I'Il turn it over -- | would suggest
to the parties maybe email nyself and the hearing
clerk sone weeks that you're | ooking at. W can
circulate that anong the Conm ssion via email to
confirm conm ssioner availability for a speci al
heari ng.

Based on prior discussions, | suspect
we'll probably want to reserve a week. And | think
t he Comm ssion's preference would be to reserve a
conti nuous week so, you know, no party has a weekend
overl ap one way or another, depending on you're
| ooking at, as we're nmanaging it. And if you give us,
you know, two or three options, the Conm ssion can
confer and tell you what works for our schedul e at
this juncture.

But it sounds like it would be hel pful.
And absent any additional discussion or questions from
my fellow comm ssioners, | think we'll just put this
on the agenda for the April neeting, which maybe the
parties, if everything's worked out, can just present

an updated scheduling order that just has changed
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dates and ot her conponents.

But if there are any other changes the
parties would like to discuss, you're obviously free
to propose those as well. Do | have any other
questions fromny fell ow comm ssioners?

MR. BLOOM No, M. Chair.

DR. AMPOVAH. No, M. Chair.

MS. BENNETT: M. Chair, this is Deana
Bennett. And | apologize |I'"'mnot there in person.
I"'ma little sick today. But | did just want to enter
nmy appearance on the record for EOG. W are in this
rul emaking for EOG. And | don't have anything
substantive to add to the discussions, but | did just
want to enter my appearance on the record. Thank you.

THE CHAIR: Thank you. Sorry | m ssed
your hand. | just didn't check the screen. But duly
noted, and | assune the parties wll reach out and
coordinate with Ms. Bennett, now that she's entered an
appear ance.

Wth that, we will npve onto -- we
actually have a slate of cases involving simlar
parties, simlar parties having entered appearances.
Those are cases 24277, 24278, 23755, which was a
referral to the Comm ssion of a nunber of Division

cases by the director of the G| Conservation
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Di vi si on.

At this point, |I'mnot proposing that
any of those cases -- or the Chair is not suggesting
t hat any of those cases go together, other pieces.
" mactually looking to the parties for sonme robust
di scussi on about the best way to handl e these cases
and ot her conponents so we can | ook at scheduling a
hearing on the nerits for them

So have all the parties who have
ent ered appearance in those cases, are they either in
the room or online?

MS. HARDY: Yes, M. Exani ner. Dana
Hardy. |'m here on Webex on behalf of Enpire
Petroleum And | believe Ms. Shaheen and M. Padill a
are in the hearing room

THE HEARI NG EXAM NER: They are. And |
see M. Tremaine for the G| Conservation Division and
M. Rankin for Goodnight Mdstream |'m going to open
it up to discussion, and | think I'll start with M.
Rankin and then nove to Enpire and then to OCD to
provi de sonme perspective on these or sone suggestions
about how we want to unpack schedul i ng questions
surroundi ng these cases.

MR. RANKIN. Thank you, M. Chair,

Conm ssioners. Good norning. Adam Rankin with the
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|l aw firmof Holland & Hart here in Santa Fe,
representi ng Goodni ght Perm an M dstream LLC.

Yes, M. Chair, we have 18 cases now
t hat have been referred to the Conm ssion. One of
themis a de novo case that is on appeal. Two of them
are direct applications to the Conmm ssion, in which
Goodni ght M dstreamis seeking to anend Eunice
Monunment's South Unit orders, addressing the unitized
I nterval and the special pool that was designated for
that unit.

| think it would be hel pful, given the
scope of these cases, M. Chair, if | would be
permtted to have a few minutes just to kind of give a
hi storical review. Think putting this into context
woul d be very helpful. It will lay out a basis for
what we think is inportant and the procedure and the
I ssues that we think need to be addressed by the
Comm ssi on.

So with permssion, | may just, if |
may, take a few minutes to wal k through the history a
little bit here and explain why we think these cases
are so inportant.

THE HEARI NG EXAM NER: |'m confortable
with that, and simlar time will be given to the other

parties to help with some perspective on scheduling
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and ot her pieces.

MR. RANKIN. Thank you. M. Chair,
these 18 cases before you are nmuch nore than just a
di spute between Enpire and Goodni ght.

On their face, the cases represent a
di spute over whether disposal in the San Andres
Formati on within and around the unit is doing two
t hings; watering out the overlying Gayburg wthin the
unit, due to purported communication with the San
Andres, where water is being injected for disposal; or
i mpai ring waterfl ood operations due to the chem stry
of the water that's being injected, and sonehow
I npairing Enpire's ability to recover residual oi
that's allegedly | ocked away in the San Andres and
i mmobilized after mllennia of water sweeping through
t he zone.

These are the clains Goodnight's
maki ng, and they give rise to highly technical issues
that we're going to have to deal with on the nerits at
a hearing, when we get to that point. Qur viewis
t hat these clains have no basis, and we're eager to
get forward to the hearing. But there's a lot to work
t hrough before we do.

Exactly how it got to this point in

this dispute, howinjection into the San Andres has
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given rise to this conflict, is extrenely inportant to
understand. And | think -- that's why | just want to
wal k through the history here. The dispute is a
culmnation of an historic error, in our view, that
was commtted early on, decades ago, by the Conm ssion
and has been repeated and perpetuated through tine.

The -- and by "historic,"” | nmean in
both senses of the word. It was from decades ago and
al so historic in the sense of the scale and proportion
of the error. Now, the consequences were naybe unseen
at the tinme or not understood or appreciated. But
nevertheless, it was an error, and haven't been
corrected.

The San Andres in this area, in and
around EMSU, was first designated as a pool when the
Euni ce pool was di scovered back in 1989. The --

UNI DENTI FI ED SPEAKER: " mnot Irish,
dude, and if | did --

THE HEARI NG EXAM NER:  Chri s.

UNI DENTI FI ED SPEAKER: Oop, sorry.

MR. RANKIN: So the well -- the pool
was di scovered by a well drilled about two mles south
of the unit. Okay. And that well was drilled and
conpleted in the Grayburg. But at the tine, the

Di vision included the entire pool, going down to the
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base of the San Andres, as part of the oil pool.

However, all docunented production in
this area is fromthe G ayburg or Lower Penrose.

There is no docunented production fromthe San Andres.
There never has been. The -- starting in at |east the
early 1950s, if not earlier, the Division started

aut hori zing disposal into the San Andres in this area.
By the 1960s, the Division had approved di sposal in
the San Andres in and i nmedi ately adjacent to what

| at er becane the EMSU.

In 1965, the state engi neer decl ared
t he Capitan Basin an underground aquifer. It included
the San Andres within its definition of that basin
al nrost two decades before the unit was ever created.
The Division, to this day, recognizes the authority of
the state engineer to approve wells and conpl eti ons
that would draw water fromthe San Andres.

By 1984, nearly 30 SWDs have been
approved for disposal into the San Andres in this
area. That means for each of these SWD wells, the
Di vi sion nmust have ascertained that the disposal into
that zone woul d not cause waste, would not inpair
correlative rights, would not remain -- and the
i njection would remain in the targeted injection zone.

Ckay. All that would have had to have
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been di scerned for approval of each of those wells.
Then, in 1984, the Comm ssion issued three orders on
applications that were filed by Gulf GI. The first
one created the special pool wthin what was defined
as the EMSU unit. That included the Lower Penrose,
going down into the Gayburg, and below that, the San
Andr es.

A second order approved the statutory
water flow that unitized for waterfl ood operations
t hose sanme intervals, the Lower G ayburg -- sorry, the
Lower Penrose, the Grayburg down to the base of the
San Andres.

The third order -- even though in that
order the source of the waterflood water was the San
Andres, and the waterfl ood operati on was aut hori zed
only for the Grayburg, because that was the only zone
where the oil colum was |ocated -- the third order
aut hori zed waterfl ood operations and injection within
the Grayburg using San Andres water, water within the
unitized interval below the G ayburg.

Qur viewis that creating the speci al
pool and the unit, to include the San Andres, was
| egal ly invalid. Express testinony at the unit
hearing was that the oil colum was limted to the

Grayburg and the Lower Penrose formation. |t did not
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extend into the San Andres. Waterfl ood operations
woul d target the oil colum in the G ayburg and Lower
Penrose formation only.

@ul f proposed to include the San Andres
in the unitized interval in the testinony, sinply
because it was historically included within the pool,
and the San Andres woul d serve as the source of water
for the Grayburg waterfl ood operations. 1In short, the
unit and its special pool were erroneously approved by
the Comm ssion at that time to include the San Andres,
when it was al ready an approved and active zone for
di sposal and a known non- hydrocar bon-beari ng aquifer.

Around this time, then, in the '80s or
early '90s, the Division officially designated the San
Andres in this area as a disposal pool, for disposal
of produced water. In doing so, the Division
confirmed what was al ready known about the San Andres.
It is a water-bearing-only zone.

Si nce then, many nore SWDs have been
aut horized for disposal in this pool, in reliance on
the Division's designation and its findings and the
history. 1In fact, within the designated San Andres,
at least 98 wells within that pool have been
desi gnated for disposal, many of which are still

active -- nost of themare -- and many additi onal
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proposed SWDs are still pending.

This historic -- these historic
contradi ctory determ nations is what has brought us
here. GCkay. W have a unit that erroneously included
t he San Andres and a history of approval of salt-water
di sposal wells and a designation of a salt-water
di sposal pool that overlaps that sane unit.

Enpi re and Goodni ght just happen to be
the two players on the stage at this nonment, but there
are many others who will be inpacted by the decisions
t he Comm ssion has before it today. So what 1'd |ike
to do just real quick is kind of show you what |'m
t al ki ng about .

MR. PADI LLA: M. Chairman, |'m going
to object to the presentation and just argue that M.
Rankin is going into the historical -- he's not
limting hinself to the historical devel opnent of the
Euni ce Monunent South Unit. He's nmaking an argunent
that is inproper at this tine.

We're here, as | understand it, to
schedul e and to determ ne how we're going to schedul e
all of these 18 cases. But to go into an argunent
about the decision of Goodni ght Goodstream [sic] and
attacking the original order as being an error is not

appropriate at this tine.
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This is a status conference to
determ ne how we're going to decide these cases, and
the procedural for trying this case is not opening
argunent or closing argunent of the original cases.

THE HEARI NG EXAM NER: M. Padilla,
poi nt duly noted.

M. Rankin, | appreciate the context
and history. | think it was hel pful, and we'll allow
simlar time for Enpire to provide sone perspective.
We do have 18 cases, deciding how we're going to
consol idate them nove themtogether, sort of carry
them forward. Having a little bit of background was
hel pful .

But | think we'll pause there, M.
Rankin. | think we're verging into argunents on the
merits. But the history was hel pful, kind of setting
It and | ooking it out.

And with that, M. Padill a,

Ms. Shaheen, and Ms. Hardy, ['Ill turn it over to
Enpire for some just initial comrentary on how we
shoul d be thinking about these as then we | ook to
t hi nk about we schedule it forward, if you would I|ike.

MR. PADI LLA: Thank you.

M5. HARDY: M. Chair -- and | can
speak here for Enpire and see if Ms. Shaheen or M.
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Padil |l a have anything to add -- this unit that's owned
by Enpire in this area is approximately 40 years ol d.
It was approved by the BLM the State Land O fice, and
the Division and Conm ssi on.

So it's a longstanding unit. It can't
be unil aterally anended, as Goodni ght seeks to
accomplish here. W've filed a notion to dismss
their application to seek to do that, for that reason,
as well as the reason that they |ack standi ng because
they don't hold an interest in the mnerals in this
ar ea.

So the BLM the State Land O fice, and
the Comm ssion all found that this unitized interval
was prospective for hydrocarbon production, and that
has been in effect for over 40 years. So to cone back
now and allege that all of that was erroneous, | think
I's not going to supported by the -evidence. And
that's the history. |It's a |longstandi ng, approved
uni t.

And with respect to the pools -- and

M. Padilla may be able to address this nore

effectively than me -- but the pools have al so been
recogni zed as hydrocarbon pools. [It's not an aquifer,
as M. Rankin has represented -- disposal has been
authorized in certain areas -- but it is also an oil
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pool that's recognized. And the nonenclature orders
di scuss that and determ ned that the G ayburg and San
Andres shoul d both be incl uded.

So | think that was a well-reasoned
decision. [It's longstanding. And Goodni ght seeks to
undo those decisions here. It's too late, and it's a
collateral attack that | think is inappropriate and
w || be unsupported by the evidence. So that's
Enpire's position.

And we can tal k about how we would
propose to schedule the cases if you would |iKke,
unl ess you'd like to hear from OCD, or M. Padilla and
Ms. Sheehan have anything el se to add.

THE HEARI NG EXAM NER: | think
consistent with how we keyed it up, I'd turn it over
to M. Padilla or Ms. Shaheen if they'd like to add
any sort of historical context.

MR. PADI LLA: M. Chairman, | think
that Ms. Hardy has pretty nuch expressed our position
in these cases. And we're looking at trying to set
asi de sonething that's been in existence 40 years.
1984 is when the unit was approved after notice and
hearing. | was astounded that | was involved in that
hearing in reading the transcript. So that ages ne

consi der abl y.
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But the inclusion of the San Andres and
the Grayburg and pools of Southeast New Mexico is
common. We filed yesterday a notion to dism ss the
two applications. And | don't want to argue those
now, but including our argunent on the aquifer and
that kind of thing, that's in the notion to dism ss
the two applications in cases 24277 and 24278.

So wwth that, | think we ought to get
back to the discussions that M. Rankin and Dana Hardy
had yesterday in terns of trying to weed out the --
they're nore informed. O M. Hardy is nore infornmed
about proposed scheduling, and she has been in contact
with our client and is nore -- she's just nore
I nformed about the proper procedure to proceed.

THE HEARI NG EXAM NER:  Okay.

M. Tremaine, do you have any openi ng
remar ks for OCD, or?

MR. TREMAINE: Yes, M. Chair. Thank
you. So the Division -- several of these cases, nany
of these cases were before the Division and with the
Di vision hearing examner. And the Division did not
engage at that tinme. So we've recently entered
appearance and have taken up these cases due to a
nunmber of concerns.

And basically, that's a preface to say

Page 28

Veritext Lega Solutions

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




© 00 N oo o b~ wWw N

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

that | think that OCD s going to require sonme tine to
develop a fully-fl edged perspective on these. There's
a nunmber of issues that we've already highlighted of
I nportance to the Q1| Conservation Division that we
need to | ook into.

At a very high level, the clains in
these cases may inplicate formati on-w de SWD
devel opnent, whether that's currently permtted SWDs,
whet her that is pending applications or future
I njection, that -- the details remain to be seen. But
clearly, those other devel opnents are inplicated by
t hese cl ai ns.

OCD is al so | ooking at potenti al
I nplications for drinking water and any actions that
the Division needs to take regarding its primcy
agreenment with the EPA. And just as a practical
matter, we're tal king about 18 cases here. The core
technical issues of the clains are conplex and w |
take sonme tine to develop in and of thensel ves.

But | do note sonme variation in the
fact patterns between the various cases. And so |
t hi nk when we start stacking disputes over the various
fact patterns, we're |ooking at either a series of
hearings or potentially a very |long single hearing

here, which creates sonme scheduling concerns for the
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Di vi si on.

And | astly, at a very high level -- and
this is really atrailing issue -- but it is one of
OCD s concerns that inplications for the production
and devel opnent in the area may inpact Enpire's
ability to conply with a current agreed conpliance
order for inactive wells, which some portion of those
remaining wells are required to be returned to
producti on.

So, at this point, M. Chair and
comm ssi oners, we have sonewhat nore -- or | should
say many nore questions than answers. But our
expectations, | think, going forward, are due to the
factual conplexity. | would ask for, before we nove
I nto any actual hearings, about 60 days for the OCD
technical teamto fully develop a position and nove
forward.

| do also anticipate a potential -- the
need to resolve any open discovery disputes. | -- OCD
is not currently engaged in any such dispute, but
bei ng aware of the subpoena history on exchange of
information in this case, | do have general concerns
about diving into a substantial hearing if any of
t hose i ssues renmain open.

So ny recomendation to the parties and
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the Comm ssion is to engage in a sonmewhat nore
structured approach here, where the parties can agree
to or the Comm ssion can issue a scheduling order
providing for a sonewhat nore process than is typical.

We recommend appearing for discovery
briefing and then notions to hel p decide how these
cases will proceed, whether there are going to be 18
of themor split up into different chunks. And |
think the appropriate timng for that decision is
probably out at the end of the discovery and briefing
period, and then set the cases for hearing. That's ny
recommendati on.

THE HEARI NG EXAM NER: "1l share sone
prelimnary reactions, and then -- or sonme prelimnary
guestions based on the presentation. Clearly sounds
| i ke 24277 and 24278, the two applications to anend,
which | know are subject to a notion to dismss,
don't believe that Goodni ght has had an opportunity to
respond to the notion to dismss.

And ot her conmponents nay present one
di screte set of issues that sounds |like may be
appropriate for resolution first. But would wel cone
the parties' perspective on whether those two cases
and the resolution of them can be separated from 23775

and the -- for |lack of a better term-- bundl e of
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cases involved in that, you know, can go forward
separately.

Al so, sounding fromthe presentation by
the parties, you know, information that |'m aware of
in nmy capacity as the Division director and sort of
ot her conponents, | think the Conm ssion would at

| east initially be |looking at the parties to propose a

scheduling order to us. | think this is a nore
substantial set -- even just based on the prelimnary
presentations here -- a nore substantial hearing than

just our typical one- or two-day slot allows on a
Thur sday, Fri day.

So, prelimnarily, this -- |I'd wel cone
the parties' perspective on whether they think this is
sort of a special hearing date, what shoul d be
i ncluded in the special hearings, and then prospects
for the parties to cone in wth a robust proposed sort
of agreed scheduling order that addresses all of those
| ssues, would sort of be ny questions.

"1l look to nmy fellow conm ssioners to
see if they have anything el se on those -- on these.

MR. BLOOM No, M. Chair.

DR. AMPOMAH:  No, M. Chair.

THE HEARI NG EXAM NER: "Il turn it

over to you, M. Rankin, to start and then go through
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the parties.

MR. RANKIN. Thank you, M. Chair. M.
Tremai ne has brought up a point that | next wanted to
make, and | think it's inportant for the Conmm ssion to
under stand the scope -- understand how best to attack
or address these conpeting issues, because
under standing the scope will help us, | think, narrow
our focus to what is nmanageable and what is
appropriately addressed in the first instance.

M. Chair, | agree with you, and |
agree with M. Trenmaine, that the clainms and issues
raised in these cases inplicate far nore than the
Euni ce Monunent South Unit. And I1'd like to, if |
may, just show a picture, because a picture's worth a
t housand words and | think will help put into context
the issues for -- concerning how best to manage the
schedul e and the procedure.

May | share that screen? It's just a
map that shows the unit and offsetting SW wells,

i ncludi ng our wells, and wells that are not included
in this proceeding. If | may showit to you, | can
understand that may be hel pful.

THE HEARI NG EXAM NER: Do any of the
parti es have any concern with the presentation of the

map?
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MR. PADI LLA:  No, M. Chairman. But |
don't want himto go into an argunent as to --

THE HEARI NG EXAM NER:  Under st ood.

MR. RANKIN: [I'll stay away fromthe
argunent, and you can tell me if | get too nuch into
argument. But | just want to show you the map. Ckay.
This is a map that shows the Monunment trend. In red
outline here where ny cursor is hovering over, this is
the EMSU unit. This is the unit at issue in these
cases.

The orange triangles are the -- and
squares are the wells -- SWbs. The triangles are
active injection wells. The squares are pending or
proposed SWDs that -- and the orange col or represents
wel | s operated by Goodnight. The red triangle well in
the center here is a disposable well operated by
Enpire, and all of these wells inject into the San
Andres Formati on.

So what's at issue in these cases are
t he orange wells that Goodni ght operates, and what's
excluded -- what hasn't been addressed by any of these
cases -- are the other SWDs injecting into the unit in
and around the unit. These green wells are operated
by Rice. This yellow well is operated by OA.

And they all inject into the sane zone,
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inside the unit or immediately outside the unit, in
many cases closer to the unit boundaries than
Goodnight's wells. So this, | think, map articul ates
t he problem and the scope that M. Trenmaine referenced
here.

The claims at issue are that the --
this area that's defined as the Artesia Fairway in
the -- within that green boundary is what Enpire's
experts say is a potential residual oil zone. So all
that area is potentially, according to them subject
to tertiary recovery through -- for an ROZ. So
there's no principal basis to distinguish between
wells inside the unit or outside the unit.

So what | would propose, M. Chair, is
that, in order to reasonably tackle the cases before
us, is that we first focus solely on wells injecting
into the unit only. And to do so, | think, in order
to accurately and fairly discern the clains, we need
to include nore parties. It can't just be Goodnight.

There are three other wells and
operators injecting into the unit boundary currently,
into the sanme zone. Since the '60s, nore than 110
mllion barrels has been injected into that sanme area.
And if there's concerns about watering out, those

ot her parties nmust be included for this Conm ssion to
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make a fair decision about, you know, who's -- if
there is any conmmunication at all, if there is any
wat eri ng out, we need to have all those parties

I nvol ved.

So ny proposal, M. Chair, is to first
address only the unit, allow us to hear the issues
that are being raised. And at that point, if there's
a finding that there is ROZ, that there is
communi cati on between the Grayburg and San Andres,
then we can proceed to |look at wells and cases outside
the unit.

Those wells and cases outside the unit
are going to have individualized anal yses that we're
going to have to discern, based on the geol ogy, the
engi neering, other factors that would influence the
radi us of influence of the injection in those wells.
That is going to bog this process down if we have to
get into these individualized issues, evaluating the
| npact would potentially be to these wells on the
i njection and whether it reaches the unit boundary.

So it would be far easier and a nore
straightforward approach just to limt initially to
the unit boundary. Then we can address clai ns going
forward fromthere. So that's ny pitch. | do think

it's --
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THE HEARI NG EXAM NER: M . Rankin, what
cases -- just before -- in your view, would cover
wells within the unit question and wells within the
unit. What case nunbers?

MR. RANKIN: So there are a total of 18
cases, M. Chair.

THE HEARI NG EXAM NER:  Yep.

MR. RANKIN: O the wells and cases
that are in unit that | think should be included in
one shot -- let nme get tony list. Sorry. MNMonent. |
do have a list, because | wanted to make cl ear that
t hose cases were. Just let ne find ny list.

So Enpire has four cases that address
injection within the unit boundary. Those are 24018,
24020 -- sorry, 24018 through 24020, and 24025. Those
are applications to revoke current SWDs within the
unit boundary.

THE HEARI NG EXAM NER: And t hose are
just -- for the record, those are Division case
numbers.

MR. RANKIN: Those are Division case
numbers.

THE HEARI NG EXAM NER:  Yep.

MR. RANKIN: Now, Goodnight has a

nunber of cases that also deal with injection into the
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unit boundary, and there are eight of them Those are
Case Nunbers 23614 through 23617, and it includes
23775, which is an application to increase the rate of
I njection in one of the wells. It also includes the
de novo case, which is Case 24123. | believe that's

t he Conm ssion case nunber.

And then it also includes our
Goodni ght's applications to anend the EMSU orders,
which is Case Nunbers 24277 and 24278.

THE HEARI NG EXAM NER: So, just for ny
own clarity -- and obviously, we'll |et the other
parties hear -- it wll be Goodnight's proposal that a
package of cases for hearing would be Comm ssion Case
Number 24277, Conm ssion Case 24278, which is your --
whi ch are the applications concerning the unit; and
then a subset of the cases wi thin Conm ssion Case
23755, to include Division Cases 23614 through 23617,
24018 t hrough 24020, and 24025, which is in all of the
cases that are currently sort of referred up as 23755;
and then lastly, the Commi ssion Case 24123, which is
t he de novo case, would be sort of a package for
heari ng.

And your proposal is that anything el se
that isn't in that enunmerated list would be subject to

separ ate stand-al one heari ngs, subsequent to those?
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MR. RANKIN:. Yeah. | nean, |'mnot --
| haven't necessarily articulated a position on
whet her those renmaining six cases should be each
st and- al one separate cases.

THE HEARI NG EXAM NER:  Ckay.

MR. RANKIN: |'m not saying that that's
the case, necessarily. | think we may be able to find
a way to stream ine or address those together. But

there are going to be individualized issues wthin

t hose six cases, based on the |ocation of the wells.
And | -- and again, | believe it's inproper to address
t hose six cases w thout consideration of other SWDs
that are closer and simlarly situated to Goodnight's
I njection.

So | think those cases should be
appropriately addressed at a different tine. The --
one thing | did want to point out, M. Chair, and --
there is alittle -- it's alittle confusing on the
agenda. But on the agenda, where it references Case

23775, it doesn't actually include the description for

t hat case.

It seens to inply that there are other
cases involved with that, and | just -- it's a little
unclear. | just want to nake sure that's -- for the

record that the way that the case caption was
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articulated there for that case was incorrect. And
"' m happy to help with staff make sure that's correct
going forward. But that, | think, was a little

uncl ear and maybe provi ded sonme confusi on about what
cases were currently being discussed today.

THE HEARI NG EXAM NER: | think we'd be
open to sonme followup feedback on there, and
obvi ously, the case nunber tracking here. Because
we're dealing with a nunber of Division cases and a
number of Conm ssion cases, we need sone clarity as we
nove forward with schedul i ng.

Ms. Hardy, I'll turn it over to you,
for Enpire's perspective on scheduling and packagi ng.

M5. HARDY: Thank you, M. Chair. M.
Rankin, | think, at the initial part of his discussion
just now recognized that there is no basis really, you
know, the artificial distinction to separate the wells
outside of the unit fromthe wells inside the unit,
because it's all one area, and the formation is the
sarne.

So | think that, from our perspective,
it would really waste resources of the parties and the
Comm ssion and Division to separate out the wells
i njecting outside of the unit fromthe wells injecting

inside the unit. They're all inpacting the unit, and
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| think you can see from M. Rankin's map, sonme of
them are right outside of the boundary.

So | think that would be an artificial
distinction that's not necessary to make. | think it
makes nore sense to hear all of the cases at once,
because the issues really are the sane. [It's one
pool, and the issue is whether Goodnight's injection
Into those wells, or proposed injection, is inpairing
correlative rights or resulting in waste.

So | think that it would waste
resources, really, to separate those out. | don't
think it's necessary, and I think it's an artificial
distinction. So | think it would really be nore
efficient just to hear all of the cases at once. Even
t hough there are a ot of them | don't think the
i ssues will be that different.

In fact, the parties already filed
testinmony in the Division cases, and the issues
overl ap extensively, alnost entirely. So I think that
woul d nmake nmore sense, and | think that we would
propose and that the parties -- and | had run this
i dea by M. Rankin and M. Tremai ne, and we di scussed
it -- would submt witten testinony, along with their
exhibits, as we do currently in Division cases, and

then submt witten rebuttal, and we can work out the
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dates for those subm ssions.

We were tal king about a hearing
potentially in August, if that works for the
Conmmi ssion. And | think that handling the testinony
and exhibits that way would significantly cut down on
the anount of tinme required in the hearing, and it
woul d also clarify the issues so that the Conm ssion
w ||l have everything in front of it when we go into
t he heari ng.

And | don't think that the nunber of
cases should really control. | don't think that
breaki ng them out really makes any sense.

THE HEARI NG EXAM NER: Thank you, Ms.
Har dy.

M. Tremine.

MR. TREMAI NE: M. Chair, | frankly can
see nerits to both argunments, putting themall on at
the sanme tinme or breaking out the EMSU cases. In
talking with the technical team | think that
they're -- OCD woul d be anenabl e to approachi ng the
EMSU cases -- | nmean, we're still tal king about, |
think it's 12 separate cases there.

And wi t hout maki ng any determ nations
or proclamations about the technical nature of the

various different applications, it's nmy understandi ng
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that the parties are going to argue -- at |east sone
of the parties are going to argue -- that those cases,
not including those other six cases, have distinct
facts. And | do see that as -- the presence of that
argunment as extending that hearing.

So the core technical issues and the
claim between all of the cases are, | think, quite
simlar. So going forward with the EMSU cases woul d
provide a foundation for the other cases. And so |
coul d see us going either way.

| think the hearing is likely to be
nore efficient if we break it out with the EMSU. But
that's not a strong position. Frankly, we'll
accommodate either, the will of the Conmm ssion.

THE HEARI NG EXAM NER: Next question, |
suppose, do the parties believe there are existing
di scovery disputes and information sharing that need
to be resolved prior to hearing?

We'll start with M. Rankin again.

MR. RANKIN. Thank you, M. Chair. W
are working diligently on discovery. As you may be
aware, we did serve -- both parties served discovery
back in 2023, in advance of what was originally
scheduled to be a Division hearing. And we did pause

that hearing in |light of discovery disputes that cane

Page 43

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



© 00 N oo o b~ wWw N

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

to light on the eve of the hearing.

And so the -- as a consequence of that,
t he cases have been stayed while we were continuing to
wor k t hrough the negotiations, conferring over
di scovery. | think we reached the -- | think we
basically have -- both parties have, | think, gotten
to the point where | think we've satisfied that
di scovery request.

Since that time, M. Chair, ten new
applications were filed by Enpire, and we filed two
addi ti onal applications. So the scope and scal e of
t hese issues has increased. W served recent
di scovery | ast week on Enpire. | believe that they
intend to serve discovery through the Division on us
agai n.

| believe that we have probably one
nmore round ourselves to do, to ensure that our experts
have all the information they need. | do believe --
and | want to flag this for your attention today, M.
Chair -- but | do believe that there's a chance, a
| i kel y chance, that we will also nove for pre-hearing
depositions to take certain depositions of Enpire's
W t nesses in advance of a hearing.

And we'll lay that out, as and when we

need to, because we believe that the circunstances
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here are extraordinary and will justify pre-hearing
depositions. But we'll want to wait to nmake sure that
we can justify that with sone additional discovery.

So we are endeavoring to get that done.

So as M. Tremaine noted, | think
there's a lot left to do and sort out technically, and
we want to go forward with the Conm ssion, and we're
eager to do so. But we want to put on a case that
the -- that is -- that allows the Comm ssion to fully
vet these issues. And to do so, we just need to neke
sure we have the tine and the resources and get the
I nformati on oursel ves.

Enpire, here, is in the driver's seat.
They are the operator of this unit. They have all the
i nformation fromtheir predecessors, the chem stry,

t he petrophysics, the costs, the nodeling, things that
we woul d need to do, to put together an econom c
denonstration of what they claimis not viable.

So we're working towards that, M.
Chair, and | think on the -- just want to just kind of
rai se sonme of these discovery issues for you. | think
we're working well together, and | think we can get
through it, but | do think it's going to take sone
time. So |I'm hopeful that, by the end of June, we

w || have what we need for discovery.
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And then -- and that's why, when | was
speaking with Ms. Hardy yesterday, | was thinking
potentially August would be a good tinme frame. |
actually appreciate M. Trenmaine's recommendati on that
we wait and see how things go with discovery and
briefing, to make sure we are in a position to proceed
to hearing.

And so ny recommendati on woul d be that
we set nonthly status conferences with the Conm ssion,
just to make sure we're on track, that if there are
any di scovery issues or disputes, that we can attend
to those quickly and get them addressed. And then we
can also -- | think the parties should confer and
propose a time franme for |egal briefing.

| think it's inmportant that the
Comm ssi on have our viewpoints, if we can't reach
agreenent on what issues need to be decided, so we can
properly frame the dispute. And then we can |ay out
the | egal issues, such as what standards apply, who's
got the burden of persuasion and proof, how is that
all going to proceed, and are there additional
necessary parties.

So | think there's a lot to brief on
the front end, and there's a |l ot of discovery to do.

So ny recomendation is that we take the next nonth
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for the parties to confer on a scheduling order and
then, at the next neeting, M. Chair, we propose

ei ther what we can agree to, and if not, that we cone
up with a schedule for briefing to address these | egal
| ssues and procedure.

THE HEARI NG EXAM NER: Ms. Hardy.

M5. HARDY: Thank you, M. Chair. The
parties are engaging in discovery. | do want to flag
for the Commssion -- and I nmentioned this to M.
Rankin yesterday -- that we will be filing a notion
regardi ng Goodni ght's recent subpoena. | think it's
duplicative. Sonme of it goes way beyond the scope of
this proceeding. So we will be filing a notion on
t hat .

And | also want to flag the fact that
this is not a civil litigation proceeding. There is
civil litigation going on between Enpire and Goodni ght
I n which extensive discovery, of course, is occurring
and will occur. But this is not that proceedi ng.
This is a Comm ssion adm ni strative proceedi ng that
I nvol ves i npairnment of correlative rights and waste
under the O and Gas Act.

So | think it is nmuch nore limted
t han, of course, civil litigation. And so | --

al though the parties will engage in discovery, and |
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agree that sone discovery's needed, | think that sort
of a freewheeling inquiry into all types of matters is
not appropriate at a Conm ssion proceeding. This is
an adm ni strative hearing process with limted
di scovery by rule. So | do want to nention that.

| think it does nake sense for the
parties to conmmuni cate about a schedule and try to
propose sonething to the Comm ssion. | do think that
an August hearing date woul d make sense, and | think
it would be hel pful for the Conm ssion to set a
hearing date so that the parties know what they're
working toward and will stay on track, because, as we
know, sonetinmes when there's not a hard deadli ne,
t hi ngs don't get done.

So that's where | think Enpire's com ng
from

THE HEARI NG EXAM NER: M. Tremaine.

Thank you, Ms. Hardy.

MR. TREMAI NE: Thank you, M. Chair. |
don't expect that OCD is going to weigh in on any
di scovery disputes. But hearing that there is a
i kely nmotion to quash, and pending further discovery
requests to be exchanged, | would say that OCD s only
real concern is that that discovery's resolved before

we get into briefing and heari ngs.
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So just sinply reiterating ny request
that a hearing earlier in the summer does not seem
practical or effective, and we don't want to engage in
an extended hearing if there's discovery disputes
occurring on the eve of that hearing. So I think
woul d concur with the tentatively proposed, |ike,
August dat e.

The only other thing -- the Conm ssion
just heard about the PFAS rul emaking petition. |
would just like to highlight for OCD s, |ike, staff
dedi cati on that having two separate two-week hearings
wthin the sane nonth period of tine is going to be
extrenely taxing on the staff. So I would -- | wll
be working with the parties to try and schedul e those
relative hearings with a little bit of break in
bet ween so staff can do their regular work as well.

That is just an overarching concern,
because we'll have a | ot of preparation in advance.
So these two hearings could take three weeks out of
OCD staff tinme in the mddle of the sunmer.

THE HEARI NG EXAM NER: Thank you, M.
Tremaine. At least fromwhere | sit -- and ['Il turn
it over to ny fell ow conm ssioners -- I'"mnot -- |
think there's a little bit nore work for the parties

to do to kind of unpack scheduling and ot her
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conponents before the Conm ssion just unilaterally
says we're going to do a hearing on X date and Y date
and ot her pieces.

So at least right now, ny inclination
Is to set these for another status conference in Apri
with the direction that I would |ike the parties to
cone in with, ideally, a full scheduling order that
gets it, that sorts of sets it together.

But at a m ninmum a scheduling order
that resol ves any pre-hearing notion, deadlines,
schedul es, kind of other pieces, because |I think the
Conmi ssion is going to need to set that in the near
termto nove these cases along. | would al so ask the
parties to send us sone dates for the hearing.

Agai n, based on the discussion here,
this sounds like sonething where the Comm ssion w ||
need to reserve a week, potentially, of hearing tine.
And being m ndful of nmy own and ny fell ow
conm ssi oners' schedules, we're going to need sone
proposed dates to sort of put in and | ook at and nest
it in with other conponents.

So those woul d be sort of the two key
el enments that at least | would encourage the parties
to focus on so that we can set a robust scheduling

order and hearing date at the April Conm ssion
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meet i ng.

It sounds |ike the parties are close
but not quite there, and | personally aminclined to
allowa little nore tinme to let the parties sort those
t hi ngs out and then provide the Comm ssion with sone
dates that m ght work so we can buck that up against
Comm ssi oner ensure availability for the main hearing
and then set sonme notion hearings and ot her conponents
I n between.

And if there are additional information
exchanges under the rules provided, for the O
Conservation Conm ssion to sort of contenplate that in
sort of the initial schedule.

Ms. Shaheen.

MS. SHAHEEN: Thank you, M. Chair. |
just want to nmention that this was originally set to
be heard before the Division in Novenmber. And |'m
concerned, with all due respect to M. Rankin, that
Goodni ght is using discovery disputes to extend the
time for hearing. And Enpire's willing to go to
heari ng on August.

But I'd just like to note for the
record that the |l onger we take to get to hearing, the
nore advantageous it is for Goodnight. It continues

to inject water on a daily basis in |arge anmpbunts, and
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it's a disadvantage to Enpire for us to keep kicking
t he hearing out.

So | would only note for the record
that |'m concerned that discovery disputes wll
continue because it's advantageous for Goodnight. And
| encourage the Conmi ssion to set a hearing date in
August when we do reconvene in April. Thank you.

THE HEARI NG EXAM NER: Thank you, Ms.
Shaheen. Duly noted. Again, at least fromny
perspective, | think I understand the value of setting
a hearing date, if only for my co-conm ssioners' sort
of scheduling and pl anni ng purposes, but also a desire
to nove these cases al ong.

Comm ssi oner Bl oom Conmi ssi oner
Ampomah, any thoughts on these scheduling questions?

MR. BLOOM M. Chair, | don't have
anything to add at this tinme. Thank you.

DR. AMPOMAH: M. Chair, | believe you
covered it well, like, we need to have all these dates
i n advance so we can plan accordingly. So thank you.

THE HEARI NG EXAM NER: M . Ranki n.

MR. RANKI N: M. Chair, | --

THE HEARI NG EXAM NER: M . Ranki n.

MR. RANKIN: | nust address the

all egation that we're delaying. W are not del aying.
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Since that case -- those cases were ready to go to a
hearing -- there were four cases ready to go to a
hearing in Novenmber. Since that time, we identified
sone serious concerns around di scovery. Wen we asked
for certain docunents, they gave us docunents on ROZ
in Lithuania. Okay? It was a joke.

Since that tinme, they filed ten
applications to revoke Goodnight's injection wells.
That's a nmuch bigger scale. There's a |ot of
di scovery to do and to get at the root of their
claims. It is not a delay. So | just want to nake --
| just want to respond to that, because it is a
serious allegation.

We are interested in fully vetting the
claims, and there's a lot of material to go through.
And so that's what we want to present to Conmi ssion is
a full vetting of these issues.

THE HEARI NG EXAM NER: Duly noted, M.
Ranki n.

Again, | would encourage the parties,
when they conme back in, in April, to have sone nore
specific thoughts about open information exchange,
| ssues that are there, as it pertains to the cases
that are currently before the Conm ssion that are

potentially up for hearing.
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And then, at a mininum cone in wth a
proposal for a hearing date so that we can | ook --
wor k backward for notion resolutions and ot her
conponents, because | think both the Conm ssion -- and
| can say this, because | referred the cases up in ny
capacity as Division director -- there was a desire to
resol ve these cases, which is why they were referred
up.

And they were referred up because of
the cross-cutting inplications for injection in
production operations in a significant area. So we --
| think we're aware of the gravity here, but | think
that's the direction to the parties for the next one.
And obviously, if the parties can cone to an agreenent
on a full scheduling order, great.

But again, at a mninmnum we wll want
to address ultimte hearing date and sone initia
dates for notion hearings and other conponents to
start keying up these issues for a hearing, because |
am persuaded by the argunents there that when we're in
the actual hearing, we want to get to the nmerits of
t he factual disputes and have resol ved sort of
out st andi ng i nformati on exchanges heading into that.

So with that, is there anything else to

add on these cases? Oherwise, we'll npve on to the
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next itemon the agenda. Thank you, all.

" mgoing to give us just
break, and we will reconvene to go into t
that's set for hearing today, 23655. So

reconvene at 10:10. Thank you, all.

a ten-m nute
he case

we w |

UNI DENTI FI ED SPEAKER: Thank you.

(OFf the record.)

THE HEARI NG EXAM NER: Al |
everyone. Let's go ahead and resune.

Good norning. W are novi
affirmati ve case that's actually set for
Nunber 23655, "Application of the Joint |
Technical Conmittee to Amend Order Nunber
and Eddy Counties, New Mexico." |'m not

the very | ong caption.

right,

ng onto our

heari ng, Case

ndustry
R-111-P, Lea

going to read

Order R-111-P is long established -- or

actually, Order R Nunber 111 -- and there is a

detailed caption in the agenda. Counsel

Comm ssion, M. Rubin, had to step away f

for the

or a court

scheduling conference. He will return -- or a brief
court hearing. He will return as soon as that's done,
but we'll proceed.

| believe there are three

had entered an appearance in this matter;

parties that

t he Joi nt

| ndustry Technical Commttee, the G| Conservation
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Di vision, and Strata Energy. Have | m ssed any
parties? Okay.

Seeing counsel for the parties here, |
will turn it over to the applicant, M. Feldewert.

MR. FELDEWERT: Thank you, M. Chair.
Good norning. | handed to each of you R-111-P, as it
appears on the Division's website. So the font and
the text that you see is not ny doing. That's what
you get when you go to the Division's website.

And that was enacted in 1988, as you
not ed, under Case 9316. And since that tinme, this
order has governed the drilling of oil and gas wells
In what's called the Known Potash Leasing Area, the
KPLA, which sits down there in Eddy and Lea Counti es.

When you | ook at this order, it
consists of the follow ng conponents. Pages one
t hrough four of R-111-P is a series of findings,

Par agraphs 1 through 23, which provide a background
for the adoption of this rule back in 1988.

Begi nning at the bottom of page four,
you'll see a series of paragraphs, A through J, and
t hose are the rules and regul ati ons that were adopted
back in 1988 and which currently govern the
expl orati on and devel opnent of oil and gas in this

Known Pot ash Leasi ng Area.
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And it is these paragraphs -- sone of
t hese paragraphs -- that we seek to nodify here today.
Then you'll see an "Exhibit A" to this particular
order, towards the back, and it is a listing -- or a
| engt hy | egal description -- of the Known Potash
Leasing Area in Eddy and Lea Counties. It's about
ei ght pages. W're not changing any of that.

Then "Exhibit B" to this order, which
Is at the very end, contains a ten-page statenent of
agreenent between the potash industry and the oil and
gas industry, which was referenced by the Comm ssion
in '"88, and is referenced in their order and was
I ncl uded as what they said "background information"
for the adoption of the rules. So that's what we
currently have.

You shoul d al so know that this KPLA
area i s not just governed by Order R-111-P. It's --
there's also a secretarial order that was issued by
the Departnment of Interior in 2012 that governs
federal lands in the Known Potash Leasing Area. But
we're here today to address R-111-P, which has not
been wi t hout controversy over the years since its
enact nment .

Sonme of you mmy have been aware of that

controversy. | was involved in the '90s and early
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2000s in various disputes under R-111-P. However,
with the advent of horizontal drilling and the
establi shment of BLMdrilling guidelines, that
controversy has largely died down. And this period of
cooperation has resulted in the formati on of the
applicant here, the Joint |Industry Techni cal
Commi ttee.
And it consists of representatives of
t he potash industry and representatives of the oil and
gas industry. This particular commttee is also
recogni zed in that secretarial order that | talked to
you about, the BLM secretarial order. And a technical
group of this commttee has net over the last five or
six years to develop nmodifications to R-111-P.
And they utilized experts from both
i ndustries, the potash industry and the oil and gas
I ndustry, to come up with these nodifications, which
they believe will inprove the practices for the safe
and responsi bl e concurrent devel opnent of oil and gas
within the Known Potash Leasi ng Area.
These nodifications we've presented to
you in our filings as JIT Exhibits 1, 2, 3, and 4.
(JIT Exhibits 1 through 4 were nmarked
for identification.)

Exhibit 4 contains the rule with all
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t he proposed nodifications that we ask to be adopted.
And let me briefly discuss how we -- the interplay
here between Exhibits 1, 2, 3, and 4.

So what we initially didis, we took
this wonderful order on the Division's website,
converted it into Wrd, and then took that and began
to do the nodifications in redline, strikeout format.
So if you look at what we filed, which begins on page
10 of our 180-page PDF filed | ast week, you'll see the
nodi fications to this R-111-P that were initially
pr oposed.

And the yell ow shaded and underli ned
text is what we had proposed to add to the rule, and
the red shaded text with a line or strikeout through
it is -- signifies text that this commttee has
det erm ned should be renmoved. And when you go through
that Exhibit 1, you're going to see significant
redlines.

And that's because the committee
devel oped new anti-collision measures, nore stringent
wel | casing and cenenting requirenents for the surface
casing string, the salt protection string, the
I nternedi ate casing string for deep oil and gas wells,
and the production casing string. They also put

t oget her new notification requirenents to potash
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oper at or s.

There's new subsi dence nonitoring
requirenents in this rule. And then there were
various edits that were necessary to update, clarify,
and actually correct sone of the text of the rule, to
conformw th the proposed nodifications. So Exhibit 1
I's your anchor back to the current rule.

And Exhibit 2, when we filed our
application, we took those redline strikeouts and made
a clean version, and that was our Exhibit Nunber 2.
But you can largely ignore that now, and that's
because since the filing of that Exhibit Nunber 2,
there's been a | ot of discussions between the parties
who entered an appearance.

Strata Production Conpany, the
Di vi si on, and even the Joint Industry Techni cal
Commttee, in |looking at that Exhibit 2, noticed sone
addi tional corrections that needed to be made. So
since the filing of our application, there has been
sone good, productive wordsmthing that resulted then
In some redlines to what we filed as Exhibit Nunber 2.
And that is Exhibit Nunber 3.

So | want to be clear. That starts on
page 33 of our PDF. Exhibit Nunmber 3 shows the
nodi fications to what we filed as Exhibit Nunmber 2.
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And recall, Exhibit Nunmber 2 is a clean version of the
nodi fications that are shown in Exhibit 1. These
addi ti onal changes in Exhibit Number 3, again, the
added | anguage is shown in either red or blue text and
underl i ned, the | anguage renoved or changed is shown
with a line or strike through it.

And when you go through Exhi bit Number
3, you're going to see sone | anguage that's
hi ghlighted in yellow. And the reason we left that in
there i s because that was | anguage that the Division
proposed shoul d be added or stricken fromthe rule.
So, for exanmple, if you go to page one of Exhibit
Nunber 3, you're going to see yellow text, where we
added the word "production.”

If you go to page ten of Exhibit Nunber
3, there's sone | anguage that was added to Paragraph
15. It's highlighted in yell ow, because that was
| anguage that the Division requested. And |I'm going
to |l et them address as needed, but | understand that
this [imts the burden on the Division to nonitor
drilling locations when BLMdrilling islands and
devel opnent areas are used by oil and gas operators.

So that's what Exhibit 3 is. And then
Exhibit 4 is everything. Exhibit 4 is the final

proposed rule with all nodifications accepted. It
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begi ns on page 45 of our PDF. That's -- this is what
we ask the Comm ssion to adopt as the new rul es. Now,
when you | ook at that Exhibit 4, we've included within
t hat | egal description, towards the end.

But when you go to that | egal
description -- and | just noticed this the other night
-- you'll see it's an "Exhibit A" just like we took
It fromR-111-P, but you'll see the top. It says
"Exhi bit A, Case 9316, Order R-111-P." When you adopt
this rule, and we hope you do, you're probably going
to need to change the headi ng. GCkay?

Then we've included -- let ne share
here, if | may. Can you see that in front of you?

THE HEARI NG EXAM NER:  Ckay.

MR. FELDEWERT: So that's that "Exhibit
A" in our Exhibit 4 that, you know, we'll need to
change that heading -- okay -- when the new rule gets
adopted. The other thing you'll see with our Exhibit
4 -- and this was in our initial filings, but they've
been nodi fied somewhat -- and that is we included an
"Exhibit B" to the proposed order.

It is a series of wellbore diagrans,
"Figures A through F," and they begin on page 65 of
our PDF. These diagrans are referenced in the

proposed rule, and they were referenced -- and they
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are added -- because we believe they will assist those
who are reading the rule to understand the well bore
integrity requirenents.

So we encourage you to adopt these
figures as part of the rule. They nmake it very cl ear
what is now required -- or what will be required -- in
t he Known Potash Leasing Area. So before | nove to
our other exhibits, are there any questions about that
I nterplay between Exhibits 1, 2, 3, and 4?

THE HEARI NG EXAM NER: Thank you. No.
Not on ny end. And just to clarify for the record,
the only error are sone -- in Exhibit 4, the proposal
fromthe JITC, is to adopt that as a R-111-Q if we
were to approve it, and just sonme clerical errors,
cleaning it up. But Exhibit 4 includes everything
t hat you woul d propose incl uding?

MR. FELDEWERT: Yes, sir. And | do
agree. | would -- and this was at the end of ny spiel
here. But while you're on that, | would encourage you
to adopt to this R-111-Q for a couple reasons. One,
for historical reasons, so we maintain the evol ution
of this, and also to make it easier to tie back to the
prior rules.

So if our systemallows you to do it --

which | hope it does -- hopefully, this could be R
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111-Q  Ckay? All right.

Then we have -- our next four set of
exhi bits, Exhibits 4 -- Exhibits 5, 6, 7, and 8, are
the self-affirnmed statenents of the w tnesses that we
have offered in support of these rules.

(JIT Exhibit 5 through Exhibit 8 were

mar ked for identification.)

There are two wtnesses fromthe potash
I ndustry, and there are two witnesses fromthe oil and
gas industry. And each witness was involved in the
devel opnent of these proposed nodifications.

Exhibit 5 is the self-affirned
statenent of Dan Morehouse. He's here today. He was
the m ne engi neer for Mosaics Potash M ning near
Carl sbad for many years, and we believe his
credentials qualify himas an expert w tness on potash
m ning and the potential inpact on m ning operations
I n potash reserves fromoil and gas devel opnent.

M. Morehouse was a nenber of the --
what they call the Wellbore Integrity Working G oup
wthin the JITC that devel oped the technical aspects
of this proposed rule. And M. Mrehouse, in his
self-affirmed statenent, discusses the JITC, the
applicant here. He discusses the consensus

building -- the significant consensus building -- that
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resulted in these proposed nodifications.

And he's here today for any questions
that you nmay have about that. Okay?

Exhi bit Nunber 6 is the self-affirnmed
statenment of WIliam Morgan. He's enpl oyed by
I ntrepid Potash and was previously a conpletions and
producti on engi neer with Mewbourne G| Conpany. W
believe his credentials and background qualify him as
an expert witness in oil and gas drilling and the
potential inpact on potash m ning and potash reserves
fromoil and gas devel opnent.

He di scusses in his statenent kind of
what | went through with JIT Exhibits 1 through 4, and
he al so di scusses the new subsi dence nonitoring
provi sions that are placed within this rule. He's
here, present by video, if you have any questions for
him Okay?

Exhibit 7 is the self-affirnmed
statenent of Greg Caraway. He's enpl oyed by
Occidental Petroleum as a reservoir engi neer/advisor.
We believe his credentials |ikew se qualify himas an
expert witness in oil and gas drilling, reservoir
engi neering, and the potential inpact of oil and gas
devel opnent on pot ash.

He was al so a nenber of that working
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group that devel oped the technical aspects of these
proposed rules. And he addresses the changes to
"Section C, " which is requirenments for drilling in the
potash area. He summarizes the new anti-collision
measures and the new casing string requirenents in
"Subpart D," as in David, and he addresses
specifically "Section E," which discusses the fluid to
be used while drilling through the salt section.

He addresses the new notification
requi renments to potash operators in "Section F," and
he di scusses the changes in "Section H' to the cenent
used for plugging wells. He's also avail able by video
I f you have any questions on those topics.

Exhibit 8, then, is our self-affirnmed
statenent from Al ex Podust. He's a well-servicing
engi neer/advi sor with ExxonMobil. His credentials
qualify him we believe, as an expert witness in oil
and gas drilling and the potential inpact on potash.

He was a | eadi ng nenber of that work
group within the JITC that devel oped the technical
aspects of these proposed rules. And he addresses
nost of those technical aspects in the "Key
Provi sions." For exanple, the new anti-collision
measures in "D2," the surface casing string

requirenments in "D3," the salt protection stream
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requirements in "D4," as well as the two well bore
desi gn nethods that are provided to operators and are
part of the figures that are attached to the rule.

He addresses the internedi ate casing
string requirenments in "D5," which includes the
wel | bore di agranms associated with the four design
met hods that the rule provides to operators. And then
he addresses the nore stringent standards for the
production casing string in "D6." And you'll see that
he al so then devel oped our Exhibits 9 and 10.

(JIT Exhibit 9 and Exhibit 10 were

mar ked for identification.)

Exhibit 9 tal ks about the separation
factor, which is discussed and utilized in the new
anti-collision provisions. And then Exhibit 10 tal ks
about, nore specifically, and addresses with sone text
the figures that you see as "A through F" in our
proposed nodifications. M. Podust is here in the
roomif you have questions for him

Then our remaining exhibits deal with
notice issues -- okay -- ny Exhibit 11 and 12.

(Exhibit 11 and Exhibit 12 were marked

for identification.)

And | think it's inmportant to point out

t hat since these rules are not statew de rules --
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okay -- they are limted to the Potash Area.
Therefore, the notice requirenents are actually found
under the "Adjudicatory Provisions,” which is Rule 4
of the Division's rules, and, specifically,
19.15. 4. 12A5, which is | abeled "Special Orders
Regar di ng Any Di vi si on-Desi gnated Potash Area."
That's what we have here.

And it required that notice be sent by
Certified Mail to all potash |essees, oil and gas
operators, oil and gas | essees, and unleased m neral
owners of record, within the designated Potash Area.
The Joint Interest [sic] Technical Commttee conpil ed
this notice list of affected parties fromthe BLM
emai|l list that is used for all potash notices --
that's a pretty good source -- and then the records of
t he potash conpanies and the oil and gas conpanies
that participated in this Joint Industry Techni cal
Comm ttee.

We al so included notice to the BLM and
to the New Mexico State Land Ofice. So Exhibit 11 is
my affidavit, reflecting that notice of this
application was provided to this extensive list. W
al so note that we included nore than one address for
sone affected parties, to be overly inclusive, and we

I ncl uded emi | addresses where we could not find a
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mai | i ng address for a particular party, again, that
emai | address comng fromthe BLM

Exhibit 12, then -- and this is the
| ast exhibit -- is the affidavit of publication from
two | ocal newspapers, the "Carl sbad Current-Argus" and
then the "Hobbs Sun News." And the notice of this
application, the notice of this hearing, was directed
by name to each of those affected parties. So that's
what we have provided to you.

And | think it's inportant to know t hat
t hese proposed nodifications is a cul mnation of years
of cooperative study and col | aborati on between the
potash industry and the oil and gas industry, done by
experts fromboth industry. And | think the testanent
to the coll aborative effort is the absence of any
obj ection to these proposed nodifications.

And we believe that the evidence
presented denonstrates that the adoption of these
proposed nodifications to R-111-P will pronote the
saf e and responsi bl e concurrent devel opnment of oil and
gas and potash within the Known Potash Leasi ng Area.
It'"Il prevent the undue waste of commercially
recoverabl e potash and oil and gas resources and
protect correlative rights.

So | request that Exhibits 1 through 12
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be admtted into the record and that the Conm ssion
adopt the new rules that are reflected in our Exhibit
4.

THE HEARI NG EXAM NER:  Your request to
put those exhibits into the record is granted.

|'"'mgoing to turn to M. Tremaine for
sone opening remarks and then M. Shaheen.

MR. TREMAI NE: M. Chair, I'll be very
brief. W concur with M. Feldewert. This has been a
| ong col | aborative and iterative process. OCD entered
an appearance to ensure that certain concerns and
updat es were bei ng proposed.

The Division has |long engaged with the
JITC generally and has had input in this process,
generally, but nore specifically, responded with
specific but limted editing conmments to the initial
proposal. And so as far as the proceedi ngs of the
hearing today, we intend to participate and nmake M.
Powel |, OCD' s Deputy Director, and M. Philip Goetz,
USC Program Manager, available if the Conm ssion
w shes to engage with any questions regarding OCD s
coments, feedback.

But in sum the scope and extent of
this process and then the inclusion and the manner in

whi ch the applicant addressed OCD s concerns with the
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edits, which are nowreflected in Exhibits 3 and 4, do
adequately address OCD s concerns. And so OCD is here
to support adoption of the -- of Exhibit 4, with
reliance on the information and testinony provided by
the witnesses presented by the applicant.

THE HEARI NG EXAM NER: Thank you.

Ms. Shaheen.

M5. SHAHEEN: Thank you. Strata
| i kew se concurs with the proposed anendnents as
they're set forth in Exhibits 3 and 4. It appreciates
both the JITC participants' and OCD s engagenent wth
Strata's concerns and joins in asking that the
Comm ssi on adopt the anmendnents to the rule as
pr oposed.

THE HEARI NG EXAM NER:  Thank you.

| guess I'll start with maybe just sort
of an open question both to ny fell ow Comm ssioners
and the parties. The JITC s application materials, |
found themto be conprehensive and detailed in terns
of witten testinony and other things like that.

So in ternms of just managi ng the
proceedi ngs here, would like to proceed -- would |ike
sone thoughts fromthe parties and other things |ike
that, areas where we have questions, need to present

W t nesses, versus nore confortable with sort of the
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representation and the records or other pieces.

VWat's the sort of plan here, since it
sounds |i ke we have some consensus update or
suggesti ons about the need to put -- and I am m ndf ul
of the need to ensure that the Comm ssion has a robust
record, sort of before, and then | do want to hear

fromny, you know, fellow comm ssioners about their

t hought s about the filings and areas where they may
have questions as we -- before noving to the next
St eps.

MR. BLOOM M. Chair, it is alittle
bit different than some of our other hearings because
we have consensus in front of us, and, you know, kudos
to the parties here. |It's not often that we have
conpl ete agreenent between oil and gas, potash, and
the OCD. So it is wonderful, which -- | know you'l
get into this alittle bit nmore, M. Chair, about how
we wi || proceed today.

| may have sonme -- well, | wll have
one question about the anti-collision nmeasures. \When
| reviewed that, | just couldn't quite get ny head
around that. But nmy questions would be limted to
that. Thank you.

THE HEARI NG EXAM NER: Dr. Anponah.

DR. AMPOVAH: M. Chair, thanks so
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much. So I'mstill reviewi ng through all the

materi als and, as Conm ssioner Bloomsaid, it's so
exciting to have a consensus here. And | also do have
sone few questions with regards to well bore di agram
and then also the subsidence nonitoring. [|'l]l
probably limt my questions to those pieces. Thank
you.

THE HEARI NG EXAM NER: So it | ust
sounds |ike, at least prelimnarily, the conm ssioners
may have questions for M. Caraway, and | forget who
di scussed subsi dence, and M. Morgan.

DR. AMPOVAH.  Yes.

THE HEARI NG EXAM NER: But, M.

Fel dewert, question posed to you about thoughts about
proceeding there. But it sounds |ike we may want to
hear -- or at |east pose sone questions to those

W t nesses.

MR. FELDEWERT: Yes. And that's why
we're here. | nean, first off, in nmy hunble opinion,
the Comm ssion has in the record what it needs to
adopt the rules, because we were purposely very
specific in making sure that we covered what we needed
to cover. So, you know, this can be a fairly short
heari ng.

And -- but we do have the w tnesses
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avai l able to discuss the topics that -- for which you
have questions. And when you' re ready, we can proceed
to do that.

THE HEARI NG EXAM NER: M. Tremi ne,
and then Ms. Shaheen, any concern with just calling
the witnesses for whom the Conmm ssion has questions
and otherwise relying on the witten statenents filed
in the record?

MR. TREMAINE: No objection to adoption
and noting the witten testinony and proceedi ng
directly to questions or any cross-exam nation, M.
Chai r.

M5. SHAHEEN: No objection from Strata.

THE HEARI NG EXAM NER: Even though |
know it was presented in a different order in the
filing, | think we'll call M. Caraway, who | believe
you said, M. Feldewert, is available online?

MR. FELDEWERT: Yes, sir.

THE HEARI NG EXAM NER: |'m going to ask
the court reporter to swear himin when we confirm
that he's connected to the audio.

M. Caraway, can you confirmyou can
hear us and speak?

MR. CARAVWAY: Yes. | can. Can you

hear me?
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THE HEARI NG EXAM NER: We can hear you,
and we can see you. Thank you very nuch.

MR. CARAVAY: Thank you.

|'"mgoing to ask the court reporter to
swear you in.

THE REPORTER: Pl ease raise your right
hand.
VWHEREUPOQON,

GREG CARAVAY,

called as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothi ng but
the truth, was exam ned and testified as foll ows:

THE HEARI NG EXAM NER:  All right. And,
M. Caraway, just for the record, but 1'd like you to
just confirmit for the record, what's in JITC Exhibit
7, your self-affirnmed statenment, can you confirmthat
you prepared that statenent?

THE W TNESS: Yes. | did.

THE HEARI NG EXAM NER:  Did you work
with anyone or get help with anyone on it?

THE WTNESS: | think M. Fel dewert
hel ped to adjust sone of maybe the verbiage of how I
had witten sone of the -- some of the testinony.

THE HEARI NG EXAM NER: But it otherw se

refl ects your opinions and positions on the matters
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di scussed therein?

THE W TNESS: That is correct.

THE HEARI NG EXAM NER: Based on the
self-affirmed statement, and unl ess there's an
objection fromthe parties, I'll just note for the
record that the Comm ssion will recognize M. Caraway
as an expert in petroleum engineering for the purposes
of the matters discussed in his testinony.

And I'"mgoing to turn it over to
Comm ssi oner Bloomto pose his questions concerning
your witten statenents.

EXAM NATI ON
BY MR, BLOOM

Q Al right. Thank you, M. Caraway.
Appreciate your tinme today. Can you hear ne okay?

A Yes. | can.

Q Al right. Thank you. Could you just walk
me through the separation factor -- | believe there's
a sinmple mat hemati cal equation that represents that --
and explain to me how this hel ps prevent or ensures
that there are not collisions?

A Sure. And -- and |I'm happy to provide the
testinony on this. | think M. Podust actually may --
may be the better witness to testify to this.

MR. FELDEVERT: Yeah. Let nme
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interject. Not know ng what the question was, yes.
The separation factor and actually the exhibit on that
separation factor was done by M. Podust.

MR. BLOOM Well, then, | think we
shoul d hear from M. Podust, yes.

THE HEARI NG EXAM NER:  Ckay.

MR. FELDEWERT: Unless there's other
questions for M. Caraway.

THE HEARI NG EXAM NER: Do we have any
ot her questions for M. Caraway? Do we have any ot her
guestions for M. Caraway? His testinony also covered
surface casing strings, but | believe nore detail ed
di scussion is also M. Podust, the salt production
casing strings and sort of other conponents.

Is there anything in his testinony that
we have questions on? Oherwise, we'll call M.
Podust .

DR. AMPOVAH.  Yes. | do.

THE HEARI NG EXAM NER:  Okay.

Comm ssi oner Anpomah.
DR. AMPOMAH. Thank you.
EXAM NATI ON
BY DR. AMPOMAH:
Q So the first question will be, you know, in

your statenent, you tal ked about only new casings are
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recomended i nstead of used. So | would |ike to hear
nore about, you know, the process that you went
through to nore or less cone to that concl usi on?

A Sure. So during the discussions with our
counterparts in the -- in the mning industry, we
tal ked through a little bit about what used versus new
casi ng neans and -- and what sone of those
I nplications are.

The -- the main reason that we decided to
adj ust the verbiage to -- to new casing was that with
new casi ng, you are -- you know, there are a set of
standards with mninumwall thickness that -- that are
going to be achieved with that casing.

And so, given the criticality of the casing
integrity in these -- in these areas, we wanted to
make sure that, you know, that there wasn't any
opportunity for substandard casing to enter the
wel | bore and provide a potential reduction in
integrity of the well design.

So that's why we proposed that we would --
that -- that any casing installed should be new casing
to -- to maintain the integrity and to make sure that
we do neet the m ninmumrequirenents that are desired
for this design.

Q Yeah. Thank you for that. So now, ny
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guestion will be, are there any proposed nodification
to existing well conpletions, you know, based on the
response that you gave?

A | don't -- | don't believe so. Not at this
time in -- in the way that we conplete the wells.

Q Yeah. So, then, in that case, what is the
i npact of the existing conpletions? You know, so you
have new conpletions comng in with nore advanced
conpl eti on techni que, and you do have existing wells,
nore or |ess probably with suboptinmal conpletions.

So what is the inpact, you know, where you
have new ones and then existing ones? So what is the
| npact, you know, in ternms of the integrity on what we
are trying to prevent here?

A And I"'m-- |I'"mnot sure that | understand
t he questi on.
Q Let nme rephrase that.

A Can you clarify?

Q So you do have new conpl etion techni ques
that you want to -- let's say the new -- any new
conpl etion, any new drilling would have to follow

t hese new conpletions. M concern is, what about the
exi sting conpletions? And how are they, you know,
goi ng the overall programthat you're trying to --

more |1 ke the amendnent s?
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How are we going to achi eve the objectives
of these anmendnent when you have these existing
conpletions still in existence?

A Sure. So | think that with the way that
we've -- did -- reworded the requirenents, | think
that, in ny opinion, the -- the current and potenti al
future conpletions designs need to fit within those
desi gn requirenents.

And -- and under the current conditions or
design requirenents, they -- they do fit within the

design. And then to make sure that we do have a sound

engi neering design to -- to maintain the integrity of
the well .
Q So you tal ked about evi dence-based waiting

time of the cenent. So how are you going to quantify

that? O how are you going to neasure that?

A Sure. So what can be done is on a batch.
When we run a -- a cenent blend, prior to running it,
we can start doing a -- a test as well on that actual

cenent through a | aboratory test and nodel it under
the sanme conditions that are going to be present in
the wel | bore.

And we can nonitor what that cenent
integrity will look like at a specified tinme and

under st and the conpressive strength that that cenent
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has gai ned over that time period.

Q So | presune we will run sonmething |ike CBL
to quantify the integrity of the cement as part of the
process, too?

A Not necessarily. No.

Q Okay. Yeah. So if "not necessarily,"” then
what is the evidence based? Because you tal ked about
so you can do -- when -- as you are planning, you can
do all this nodeling in the lab to nore or | ess know
the cenment integrity.

But what is the evidence based right at the

site, the field, whilst we are drilling, that we are

going to use here?

A Sure. So for -- as an exanple, for the salt
string, the -- that's of concern, the -- the cenent
shoul d achieve -- cenent returns to surface. And then

we did have sone nodification to the | anguage, with
the Division's input, that if and when cenent is not
returned to surface, then additional things, |ike a
CBL, woul d be required.

Q You know, | | ooked through the well bore
designs. These are really conprehensive. So are
these options for operators to choose, or there is
nore stringent option? Are all these -- so you

presume nultiple of them
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So are these authorities, and are they new
processes for, let's say, an operator to choose which
option they want to use?

A Correct. So the -- the intent was to give
operators flexibility, but also, again, maintaining
the integrity of the design and the processes, to make
sure that we would maintain the integrity of the
design. So as an exanple, in general, the -- the --
one of the requests fromthe potash mners was to be
able to nonitor for potential pressure on the back
si de.

And so all of these designs reflect the
ability to do so, to understand |long-termwhat is the
integrity of the well.

Q Thank you so nuch.

DR. AMPOVAH: M. Chair, thanks.
THE HEARI NG EXAM NER:  Any ot her
guestions for this w tness?
Seei ng none, M. Caraway, you are --
Oh, M. Trennine.
MR. TREMAI NE: Yes. Sorry, M. Chair.
EXAM NATI ON
BY MR, TREMAI NE:
Q Just a clarifying question here. 1'd just

like to clarify with the witness that the proposal
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woul d require a four string in the capital reef. On,
sorry, Capitan Reef.

A Yes. | believe that that was one of the
nodi fications that we made with the Division's input.

MR. TREMAINE: That's ny only question,
M. Chair. Thank you.
DR. AMPOMAH: M. Chair, can | clarify?
EXAM NATI ON
BY DR. AMPOVAH:

Q So -- but I do see three strings in there as
an option. So not necessarily four. Four is an
option, but three, too, is an option here. So if we
can clarify that?

A Sure. So the -- the Capitan Reef is -- does
not cover the entirety of the KPLA area. And so areas
outside of the Capitan Reef, a three string is
possi ble. The Division's concern was in areas where
the -- the Capitan Reef is present that there be a
four-string requirenent.

THE HEARI NG EXAM NER: M. Caraway, for
the record, can you tell us where that requirenent is

reflected in the proposed order?

MR. FELDEWERT: | may be able to help.
Go ahead, M. Caraway. | believe |
have it up on --
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THE WTNESS: It's --
MR. FELDEWERT: Do | have it up on the

screen, M. Caraway?

THE WTNESS: | believe so. Yes.
That's the -- and -- and then that's actually
highlighted. | think it's the -- the verbiage that we

i ncl uded at the request of the Division, that a second
I nternmedi ate casing string required in areas of the
Capi t an Reef.

MR. FELDEWERT: And | believe that's
page 39 of our 180-page PDF.

THE HEARI NG EXAM NER:  Perf ect .

Any addi tional questions for M.
Car away ?

Heari ng one -- none -- or seeing none,
M. Caraway, you nay be excused.

THE W TNESS: Thank you so nuch.

THE HEARI NG EXAM NER: |'"'mgoing to
call next M. Alexey Podust. Please cone up.

And then | would ask the court reporter
to swear M. Podust in.

THE REPORTER: Pl ease raise your right
hand.
Il
/1l
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VWHEREUPON,

ALEXEY PODUST,
call ed as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothing but
the truth, was exam ned and testified as follows:

THE HEARI NG EXAM NER: M. Podust, as |
did with M. Caraway, just for the record, because of
t he nature of how we're posting it, can you confirm
that -- well, give nme one second -- that the statenent
provided in Exhibit 8 was prepared by you?

THE WTNESS: Yes. It is.

THE HEARI NG EXAM NER: Di d anyone
assist you with the statenent?

THE W TNESS: Yes. M. Fel dewert
hel ped nme, you know, nodify some of the wording. But
the -- the -- you know, statenment is all mne.

THE HEARI NG EXAM NER: Ckay. Thank
you. For the record and based on the statenents in
your self-affirmed affidavit, the Comm ssion wll
recogni ze you as an expert in the field of well
devel opnent, petrol eum engi neering, and ot her pieces
for purposes of the matters covered in your statenent,
unl ess there's an objection.

Seeing none, I'mgoing to turn it over

to Conm ssioner Bloom for his questions about the
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anti-collision measures.
EXAM NATI ON
BY MR. BLOOM
Q Ckay. Thank you, M. Podust, for

today. Not sure to begin with this one, but

there's an equation, and | think M. Feldewert said

that it m ght be referenced here in one of t

exhi bits. |s that correct?

MR. FELDEVWERT: Let ne -- give ne a

mnute, and I'll try to get to the | anguage.
go. Can you see that?

MR. BLOOM Yes. | see the |

THE W TNESS: Believe it's going to be

inthe -- it's the PowerPoint slide attachnents in --

that's part of ny wi tness testinony.

MR. FELDEWERT: Okay. So I'mgoing to

nove to JIT Exhibit 9.
THE W TNESS:. Yep. | think i

next page there. |s that the one that you were

tal ki ng about right there on this slide?

BY MR. BLOOM

Q That is the one. Yes. So perhaps if you

could wal k us through that, 1'd actually -- when | was

doing a little bit of research -- found a slightly

di fferent equation and -- but if you could wal k us
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t hrough that, that would be a great start. Thank you.

A Well, | can just -- do | need to provide any
background on what's, you know -- on well bore --
wel | bore surveying, or just talk to the -- to the

specific equation here?

Q Yeah. | nmean, | -- and let nme tell you
where |'mgoing with that. So you could have a
Situation where a separation factor of 1 or just
greater than 1 could be wells -- well bores just
essentially right next to each other. Correct?

A So it's -- when you're tal king about

wel | bore surveying -- right -- it -- it's a
statistical analysis -- right. So where your well bore
survey is calculated at, and then the -- the ellipse

of uncertainty separation forns a three-di nensional
shape, where with 95-percent certainty you can say
that the wellbore is -- is |ocated.

Q Okay. And | guess where |I'mgoing is,
just want to understand what ensures that there's not
a collision? And is there a m ninnum di stance, for
exanpl e, that has to separate the well bores?

A There's not a m ni num di stance, because
it -- it cones back to the ellipse of uncertainty, and
the specific tools that were used for the surveying,

and the errors that are associated with those tools.
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The -- the ellipse of uncertainty is fornmed because
the surveying tools that you use are not perfect.
There's errors associated with them

And the survey is a series of neasurenents
as you go down the well, and those errors accunul ate.
So the ellipse of uncertainty grows. And you cannot
really say with 100-percent certainty where a given
wel |l bore is |ocated. So the 95-percent rule is the
I ndustry adopted -- commonly adopted nunber.

Q Okay. |Is there -- perhaps the | anguage is
el sewhere. Perhaps it's in OCD regul ati ons that shows
how wel | bores are separat ed.

A Mm hnmm

Q You know, the equation that | saw for
separation factor was this AD divided by AB plus CD,
where AB and CD are the well bore radii, and ADis the
di stance between the centers of the well bores.

A Mm hmm

Q And, | nmean, if you're at a separation
factor of 1, | nean, essentially, those well bores are
just about kissing. Right? | nean, they're real
cl ose.

A No. Not necessarily. So the separation

factor of 1 nmeans that the ellipses touch, that

there's -- there's contact between the ellipses. And
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the -- each ellipse of two well bores represents a 95-
percent certainty where that well bore is |ocated. So
a separation factor of 1 neans contact of the ellipses
but does not nmean contact of the wellbores.

Q And is there any m ni mum di stance required
bet ween wel | bores?

A Again, it -- it's -- we don't define the
m ni mrum di st ance between the wel | bores, because it,
agai n, depends on the size of the ellipses. If you
have a very inaccurate tool, then that ellipse is

going to be very large, whereas if you have a very

accurate tool, like a gyro survey, then that --
then -- then you have a |l ot of certainty where that
well is located, and that ellipse is going to be
smal | .

That's why, when we tal k about anti -
collision, we don't tal k about distance between wells,
because of that statistical uncertainty concept. W
tal k about ellipses of uncertainty in the -- the
separation factors or sonetinmes di stance between the
ellipses of uncertainty.

Q Ckay. Well, | don't understand how we know
our wel |l bores aren't colliding, but if we haven't seen
protests fromthe OCD, 1'll be -- 1'll take their word

for it that we're not going to see collisions out
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there. Maybe Dr. Anmpomah will explain that to ne at
some future date.
DR. AMPOMAH:  Okay.
MR. BLOOM No further questions.
Thank you.
THE HEARI NG EXAM NER: Dr. Anponmah.
EXAM NATI ON
BY DR. AMPOVAH:
Q Yeah. Let ne try to rephrase ny question
that | asked earlier. So we do have the existing
rul es, which was enacted in 1988. So | presune there

are existing wellbores in this area that is producing

oil and gas in this area. |Is that correct?

A That's correct. Yes.

Q So ny concern or question is, with this new
regulation or nore, like, advanced conpl etion

techni ques that we're going to nore or |ess inplenent
to safeguard the existing -- or to safeguard the
potash, what will be the inpact of these existing
wel | bores that do not follow this new inprovenent that
we are nore or |ess passing through this hearing?

A Mnrhmm | will say that this -- this
regul ation, you know, it -- it nostly deals with new
wells that are being drilled and are bei ng conpl et ed

in the -- the practices of contenporary wells. And,
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you know, it's -- it sets requirenents for wel
design, the well operations practices of the wells

being drilled today. So it does not really tal k about

the -- the wells that are currently in existence
and -- and producing at this point.
Q So do you believe that this new --

definitely, we all believe that this new conpletion is
going to ensure integrity of our wells that we are
going to drill into the future.

Now, assum ng | have existing wellbore,
1,000 feet, that does not conformto this new
conpletion style that we are proposing today, | just
want to understand the inpact of that, you know,
conparable to, let's say, the new wel | bores that

conformto the high standard?

A You know, again, this standard nostly deals
with the drilling and the hydraulic fracturing
operations on -- on new wells. So it does not -- |

don't believe it's going to put any existing wells out

of confornance.

Q So just to understand that, then it nmeans we
are learning fromthe drilling of the old wells and
then the problens that were -- that occurred during
those drilling periods, nore or | ess assisted the

Joint Industry Teamto cone up with a new design to
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nore or |ess support -- to inprove the integrity, you
know, to nore or |ess -- any previous problens that
occurred in the past?

A Yes. | nean, absolutely. W incorporated
all the |l earnings that we have collected since 1988.
You know, this -- this R-111-P has been in place for a
very long time, and the industry has noved on
significantly since then. And there's a |ot of new
t echnol ogi es and new -- new operating nethods that
have been devel oped.

And all that has been incorporated into
this -- into this update. So we have incorporated all
of those learnings into this new standard.

Q So the nonitoring techniques that were
proposed in the newrule, is that going to apply to
the existing wells, too?

A The nmonitoring rules -- which -- which
section are you referring to?

Q So | wll ask nore about the subsidence, but
| do know that in the conpletion, we do have open
section where we are saving that, | guess, nore or
| ess, for nonitoring --

A Mm hmm

Q -- in the new well bores that |I've seen. So

t hose nonitoring in the old wells going to be required
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to also inplenment the sanme nonitoring strategies, or
not ?

A You tal ki ng about "Section G Subsidence
Monitoring." Right? |s that what you're referring
to? Just clarifying.

Q So I'mnore or |ess |ooking at the
conpletions, so "Exhibit B", the well bore diagrans.

" m 1l ooking at those. And you see that there is open

annulus that is going to be nore or |ess for

nmoni toring purposes. | believe that is what | read.

A Okay.

Q So | just want to know, the existing
wel | bores, are these nonitoring strategies -- proposed
nonitoring strategies -- also going to apply to that
as wel | ?

A | understand your question. So it depends

on the well design. So this is applicable to new
wells being drilled. Once a well is drilled, you -- |
mean, if it doesn't incorporate an open annulus, if
t he annul us was cenented up, then, no. That
nonitoring's not possible.
So -- so the wells that are currently in the

ground are grandfathered in, if you wll.

Q Oh, and let's talk about that. So if you

have -- so | do know that these new conpletion style
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nore or |ess support strict nonitoring. Now, the

exi sting ones, if we cannot, let's say, nonitor

t hrough the annul us, what about -- if it is present
that we are neasuring -- is that not -- can we not put
it along the tubing of the production well?

A Yes. | nean, the -- the tubing by
producti on annulus is going to be nonitored, and the
wells that, you know, | can speak for -- for
ExxonMobil. The wells that we are currently
produci ng, we are able to nonitor those wells.

So this introduces additional means of
monitoring the wells. This is an additional annul us
that can be nonitored. So it's not saying that the
existing wells are unsafe. W're just saying we're
I ntroduci ng additi onal safeguards to make new wells
that we're drilling even safer.

Q Thank you.

THE HEARI NG EXAM NER:  Any ot her
guestions for this w tness?
M. Fel dewert.
EXAM NATI ON
BY MR. FELDEWERT:

Q M. Podust, I'mwant to go back to the

separation factor.

A MM hmm
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Q Ckay. Now, was there any discussion about,
you know, adding a set mninum di stance within the
group?

A "Set m ni mum di stance" between the
separation factors?

Q Bet ween wel |l s? Between wells?

A No. And that's really not the industry
standard. That's really not appropriate for the
reason | -- | discussed. It really depends on the
size of that ellipse of uncertainty.

Q Al right.

A How -- how accurate your survey of that well

Q So you and the other experts that were on
the -- what was it, the Wellbore Integrity Working
Goup -- right?

A That's right. Yes.

Q Thanks. Those included experts fromthe
I ndustry and the potash conpani es?

A Correct. Yes.

Q Bot h of which had their own neans to ensure
that there's sufficient rules to prevent well bore
collision. Right?

A Yes. So each conpany's going to have their

own set of anti-collision rules. This just sets the
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m ni mum requirenments. And I'Il just point out, this
Is an entirely new section. So there was nothing on
anti-collision in the R 111-P at all. So this is all
new requi renents.

And again, this is mninmmrequirenents that
are set forth and the -- and each operating conpany is
going to have their requirenents that will often
supersede these m ni nrum st andar ds.

Q And was it the opinion of the Well bore
Integrity Working Group that this separation factor
woul d protect against collisions?

A Yes.

Q And is it your personal opinion that this
separation factor that has been devel oped in
col |l aboration with the other experts, that it wll

prevent wel | bore collisions?

A It will mnimze the risk of -- of a
collision event. Yes.
Q Okay. Thank you. That's all | have. Thank
you.
THE HEARI NG EXAM NER: Thank you.
Any additional questions for M.
Podust ?

Ms. Shaheen?
MS. SHAHEEN: None from Str at a.
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THE HEARI NG EXAM NER: Thank you, M.
Podust. You may be excused.

| think the last witness we spoke about
wanting to pose some questions to was M. Mbrgan,
concerning the subsidence nonitoring.

| believe M. Mirgan is avail able
online, M. Feldewert?

MR. FELDEWERT: Yes.

THE HEARI NG EXAM NE: M. Mbrgan, can
you confirmthat you can hear us and have audi 0?

MR. MORGAN. | can confirm | hear you,
and can you hear ne?

THE HEARI NG EXAM NER: We can hear you,
and we can see you. |I'mgoing to ask the court
reporter to swear you in.

THE COURT REPORTER: Pl ease raise your
ri ght hand.

VWHEREUPON,

W LLI AM MORGAN,
call ed as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothing but
the truth, was exam ned and testified as follows:

THE HEARI NG EXAM NER: Good nor ni ng,
M. Morgan. Just like with the prior w tnesses, can

you confirmwhat's been entered as applicant's Exhibit
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6 reflects the statenent that you prepared?

THE W TNESS: Yes.

THE HEARI NG EXAM NER: Di d anyone
assist you in the preparation of that statenent?

THE WTNESS: M. Feldewert hel ped with
sone | anguage, but the content is m ne.

THE HEARI NG EXAM NER:  And based on
statenents in your self-affirmed witten statenent
that was filed, the Conmm ssion will recognize you as
an expert in the field of conpletions and engi neering
and production engi neeri ng.

And with that, I'mgoing to turn it
over to Dr. Anpomah with sonme questions.

DR. AMPOMAH: Thank you, M. Chair.

EXAM NATI ON
BY DR. AMPOMAH:

Q So I'm |l ooking at the "Section G " and I'm
| ooki ng on page nine, where we do have the subsidence
nonitoring. So nmy first question wll be, do you
believe that the content there is significantly enough
to really address any potential subsidence issues?

A So it's -- it's ny opinion -- and keep in
m nd, you know, this is a -- a new provision here that
requi res subsidence nonitoring, where otherw se, that

woul d not have been in place. So it's -- it's truly a
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provi sion to observe and be able to collect data on
any potential subsidence activity in and around the --
in and around the Potash Area.

But this would allow for warning signs of
any subsidence activity that can have negative effect
on producing wells in the area. So not so nuch that
it is preventative of subsidence, but it is an alert.
So, you know, that new provision being in there is --
is all ainmed to alert operators within the Potash Area
to potential subsidence concerns that can be nonitored
and reported.

Q Yeah. So in the wite-up, | did not see any
recommended tools that have been tested, you know, to
be nore, like, effective in actually measuring or
noni toring subsidence. So based on your discussion,
was it nore, like, let it open to the operator to
deci de whi chever tool they want to use?

A That's -- correct. That is -- that is ny
understanding. There's -- there's various subsidence
nonitoring tools. |'mcertainly not an expert in that
field. However, that is -- that is my understandi ng.

It's -- it's left up to the operator to make
t he decision on how to fulfill that requirenent,
knowi ng that subsi dence nmonitoring for wells within

one mle of an active mne in the KPLA needs to be
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observed.

Q So would you agree with ne that, to be
appropriate, if we add, let's say, a statenent in
t here, saying giving the authority to NMOCD to nore or
| ess vet that tool, that is actually going to be
utilized, you know, to catch up, nore or less, wth
t echnol ogy?

A Yeah. | think that it needs to be probably
di scussed nore. But as far as who has the authority
to observe or oppose what specific tools or
observation tools need to be put in place, it would
need to be a collective effort. But | can't speak on
who shoul d have authority to inplenment specific tools
and devi ces.

Q Yeah. So at |east you believe that there
should be the wording in there. You know, nore or
less | don't know who's going to discuss with regards
to who has the authority to assist. So |I'm not saying
t hat NMOCD shoul d i npose which technique. But at
| east they have to have an oversight on which device
that the operator is nore or |ess going to use.

A | -- | definitely see the reasoning for --
for input on that fromall parties that are a part of
the -- the group.

Q And one concern | have with this is that you
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stopped right at the end, where you said "just an
alert” -- right -- it's just going to provide an
alert. But what happens if we see a subsidence? And
what is the nmagni tude of the subsidence or the

di spl acenent that we should see that should be of a
concern? And if there is a concern, what are the next
steps that needs to be followed?

A Yeah. That -- that is a fair point. And,
you know, in ny discussions with the working group,
that -- that piece of what next has not necessarily
been addressed in this new provision.

Q So how do we address that?

A Good question. | -- 1| don't know how to

answer that at this tine.

Q | really, really want us to think about
that, because it is a good -- and it is a great
provision. But | feel like it is short, you know, of

the device and then also, what is the displacenent
magni t ude that we should | ook out for?
And if we supersede that magnitude or
di spl acenent, what are the next steps? This is a
critical nonitoring tool or nonitoring strategy that |
bel i eve needs to be conpl et ed.
A Under st ood.
DR. AMPOMAH. Thank you, M. Chair.

Page 101

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



© 00 N oo o b~ wWw N

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

THE HEARI NG EXAM NER: M. Tremaine, do
any of the witnesses for OCD -- would they be in a
position to answer sone of these questions, how that
I nformati on m ght be used?

MR. TREMAI NE: M. Chair, | think the
OCD wi t nesses coul d speak, potentially, to OCD s
response. You know, M. Powell can speak to how OCD
woul d respond to an alert, you know, shut-ins,
enmergency orders, et cetera, when that occurs.

My understanding is a subsidence is
nore of a m ning concern, and the actual nonitoring of
subsi dence may not squarely be within the expertise of
the OCD. But if you w sh, we can make M. Powel
available to flesh that out nore.

THE HEARI NG EXAM NER:  Thank you, M.

Tr emai ne.

Any additional questions for this
W t ness?

Seei ng none, M. Morgan, you are
excused.

M. Tremaine, is M. Powell online?

MR. TREMAINE: M. Powell is avail able
t hrough Webex. Yes.

THE HEARI NG EXAM NER: M. Powel |, can

you confirmthat you can hear us and have audi 0?
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MR. POWELL: | can. Can you hear ne
okay?

THE HEARI NG EXAM NER: W can hear you
and see you. |I'mgoing to ask the court reporter to
swear you in.

THE REPORTER: Pl ease raise your right
hand.

VWHEREUPOQON,

BRANDON POWELL,
called as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothi ng but
the truth, was exam ned and testified as foll ows:

THE HEARI NG EXAM NER: M. Powell, can
you just briefly state for the Conm ssion your current
j ob and your background?

THE WTNESS: Currently, |1'mthe deputy
director for the Ol Conservation Division overseeing
engi neering and environnmental prograns. |'ve been
with the Division for alnost 18 years now, ranging
froman environnental specialist to engineering bureau
chief, district supervisor. So lots of different
avenues with the OCD

THE HEARI NG EXAM NER: Ckay. Would you
care to comrent on Dr. Anpomah's questions about

regul atory oversight in this area and how t he OCD
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m ght respond to subsidence issues or the |ike?

THE W TNESS: Sure. So, subsidence
nonitoring isn't something OCD typically nonitors. W
think it's a good addition to this, 'cause it starts
setting a baseline, starts setting sonething that we
can watch as far as what |evels we would take action
at .

| think we would work with operators
and work with the mnes to look at that if we started
seeing issues, simlar that we've done with seismc
nonitoring. So if there's subsidence that is being
vi ewed or being seen during this, | -- | would say the
general expectation is for the operators that are
seeing that to then get with the potash m nes and with
the OCD to report those and see if -- what actions
need to be taken, whether that be additi onal
noni t ori ng.

Whet her that is actual action of --
regardi ng individual wells or how that is played out,
| don't have that information, since we haven't done
subsidence. But | would think the first step woul d be
is if we've seen sonething significant to report it
both to the mnes and to the OCD and then | ook at
possi ble work with --

THE HEARI NG EXAM NER:  So, M. Powel |,
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just to clarify, it's your read of that provision that
we're basically collecting data, establishing a
baseline, but if there were actions needed to be taken
I n response to the data that was coll ected, that would
require further collaboration and coordi nati on between
various parties?

THE W TNESS: That is correct.

THE HEARI NG EXAM NER:  Ckay.

Any addi tional questions for M.
Powel | ?

DR. AMPOVAH:  Yes.

EXAM NATI ON
BY DR. AMPOVAH:
Q | want to follow up and ask, so | ooking at
that provision "G " do you believe -- and based on the
di scussions that I had with M. Mrgan -- do you

believe that that provision currently in the rule is
good enough, at |east for now?

A I think the provision attenpts to provide
that notice as it refers to early warning conditions.
But it could potentially use sone revisions to
Identify, if there are those conditions viewed, how
the operator is to react to those.

Q Thank you for that. And do you al so believe

that at | east NMOCD shoul d have sone oversight, not
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necessarily inposing, but oversight, on what
techniques is going to be utilized in the nonitoring?
A | think the OCD should be involved in that
process, yes, because it will affect the wells and
future devel opnent, potentially in an individual area
or on a |larger fashion, to see if there's trends,
t hose kinds of things |ooked at. So yes. | think OCD
shoul d be invol ved.
Q Thank you.

THE HEARI NG EXAM NER: M. Powell, can
you tell me what the OCD s obligations are, generally,
wth respect to potash devel opnent?

THE WTNESS: |It's to ensure that oi

and -- so | didn't prep anything. So this is just

goi ng off general nmenory. |It's to make sure that oi
and gas drilling and production don't negatively
| npact the potash drilling.

THE HEARI NG EXAM NER: And, M. Powell,
what are our general -- what's the OCD s general
obligations with respect to oil and gas devel opnent ?

THE WTNESS: It's protecting
correlative rights. |It's ensuring wellbore
integrities. It's -- it's generally making sure
operations aren't threatening in the environnent.

THE HEARI NG EXAM NER:  Thank you.
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Any additional questions for M.
Powel | ?

MR. TREMAI NE: M. Chair, | just have a
couple clarification questions for M. Powell.

THE HEARI NG EXAM NER:  Ckay.

EXAM NATI ON
BY MR. TREMAI NE:
Q M. Powell, if OCD became aware of a
significant, |ike, an energency issue, does OCD have

the ability to issue tenporary cessation orders to the
wel |l operators in the area?

A We do.

Q And does OCD al so have the ability to
pronptly issue energency orders that may require
operators to take additional steps rather than ceasing
a current operational activity?

A We do.

Q And if such a situation arose, that there
was a significant subsidence alert or other m nor
i ssue that threatened either potash or correlative
rights or presented the opportunity for waste, do you
believe that the Division is situated to respond
pronptly to issue either a tenporary cessation order
or an emergency order?

A They do. And | believe industry is also
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commtted to that, through the formation of the Joint
| ndustry Task Force Conmmttee. |In |ooking at that, |
think it's in everybody's best interest to -- to take
appropri ate actions.

Q No further questions. Thank you.

THE HEARI NG EXAM NER: Any additi onal
guestions for this w tness?

M. Powell, you are excused.

M. Feldewert, are there any other
w tnesses you'd like to call or question? They --
talking to their -- sonme sidebar discussions
surroundi ng the di scussions we're having here on
subsi dence nonitoring?

MR. FELDEWERT: What | woul d suggest is
maybe we coul d take an early lunch break, if that
wor ks for you?

THE HEARI NG EXAM NER:  Sure.

MR. FELDEWERT: And then | may or may
not have sonet hing when we cone back. But | don't
anticipate taking very |ong.

THE HEARI NG EXAM NER: | think I'"'mfine
with that. It's 11:30. We will reconvene at 12: 30
back in here and continue the hearing on this matter.
Thank you.

MR. FELDEWERT: Thank you.
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(O f the record.)

THE HEARI NG EXAM NER:  Sheil a, have we
resumed recording?

M5. APODACA: Yes. W're recording
agai n.

THE HEARI NG EXAM NER: M. Fel dewert,
are you ready to resunme, or are we giving another
couple mnutes for folks to return?

MR. FELDEVWERT: | -- a couple m nutes
woul d be great, because ny battery just died, and so
" m pl uggi ng in.

THE HEARI NG EXAM NER:  All right.

MR. FELDEWERT: Shoul d have shut it off
when | left.

THE HEARI NG EXAM NER:  All right. Good
af t ernoon, everyone. W're resumng the March 14,
2024, Q| Conservation Comm ssion hearing. W're on
Case Nunber 2365 [sic], the application of the Joint
| ndustry Technical Commttee to anend Order R-111-P
Lea and Eddy Counties, New Mexi co.

We had prior to lunch had some w tness
testinony, nostly to address questions posed by the
Comm ssion. And | think where we left off was, there
were sonme questions about the subsidence nonitoring

provi sions and ot her pieces and how that data m ght be
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used or responded to. And | think there was an open
guestion to the parties, whether they wanted to
suppl ement any of the information they provided in
response to those questions fromDr. Anpomah.

MR. FELDEVWERT: M. Chair, if | may,
M chael Fel dewert, for the applicants, | would like to
call Dan Morehouse, who has not testified yet. He
cane all the way up from Carlsbad, so I'mlike to have
him come to the stand and address sone of the issues.

THE HEARI NG EXAM NER: Wbul d the court
reporter please swear M. Morehouse in?

THE REPORTER: Pl ease raise your right
hand.
VWHEREUPON,

DAN MOREHOUSE,

call ed as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothing but
the truth, was exam ned and testified as follows:

THE HEARI NG EXAM NER: M. Mbrehouse,
li ke we've done with other wi tnesses, did you prepare
the self-affirmed statenent submtted as -- or
I ntroduced as applicant's Exhibit 57

THE W TNESS: Yes. Wth assistance
from counsel .

THE HEARI NG EXAM NER: And do we need

Page 110

Veritext Lega Solutions

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




© 00 N oo o b~ W N P

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

M. Feldewert, do we need to recognize
hi m as an expert, based on the questions you want him
to di scuss?

MR. FELDEVERT: | would like to
recogni ze himas an expert, based on the credentials
that he has in his self-affirnmed statenent.

THE HEARI NG EXAM NER:  Ckay. Based on
the credentials listed there, we will -- the
Comm ssion will recognize the witness as an expert in
m ne engi neering and engi neeri ng nanagenent .

And with that, I'll open it up to
questi ons.

EXAM NATI ON

BY MR. FELDEWERT:

Q M. Morehouse, you were involved with the
devel opnent of these proposed nodifications?

A Yes. Since the inception.

Q Okay. And a nenber of that Wellbore
I ntegrity Working G oup?

A Yes.

Q Ckay. And did you then assist, or were you
i nvol ved on behalf of the potash industry in the
devel opnent of what | have up here on the screen,

which is "Subpart G " of the proposed rul es?
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A | was involved with all the discussion that
led up to it, anyway. Yes.

Q Okay. Okay. And there were sone questions
here about the | anguage that's used, et cetera. First
off, the current R-111-P does not have any provisions
dealing with subsidence nonitoring. Correct?

A That's correct.

Q And is this sonething that the potash
I ndustry thought would be a good start to obtaining
I nformati on?

A Yeah. Potash and oil and gas. It was -- it
was in one of those consensus itens that we al
t hought it was -- keep our eye on that.

Q Okay. And the way this is witten, what's
t he purpose of this provision?

A Subsi dence neasuring has been done in
vari ous ways over the years. But about 2010, and then
alittle after, the new ways of using Li DAR and | nSAR
cone along to nake it very much easier to do a broad
subsi dence.

And we have | ooked at sone information from
that stuff, but we have no real conclusions drawn yet.
W -- we think we need to continue to watch it, and
that's how this | anguage got to be in the -- in the

rul e mai ntenance that we felt it was just necessary to
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keep our eye on that, when the issues come up, to
bring it to the overall JITC or any other interested
parties and follow through.

Q Ckay. So if | break that down, if | | ook at
the rule, it says "shall be nonitored." So it's a
requi rement now. Correct?

A Yes.

Q Ckay. And as part of that nonitoring, wll
the JITC be able to gat her data?

A We expect it to be used by -- yeah. It --
data will be gathered, and it will be available to the
JI TC and everyone.

Q And then the JITC can take that data and
begin to analyze it?

A Yes.

Q Okay. And in that sense, then, begin the
process of determ ni ng when action should be taken and
what action should be taken?

A Yes.

Q So is this, like, a first step in -- towards
t hat process, is you got to get the data first?

A Yeah. A continuation of that step. W've
barely begun it. It needs to be carried further.

Q Okay. And | think you testified, but just

to make it clear, this data that's obtained by this
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mandat ory provision, that is then going to be analyzed
and utilized by the Joint Industry Techni cal
Comm ttee?

A Yes.

Q Ckay. That's all | have. Onh, let nme -- one
| ast question. And, M. Mrehouse, as an expert here
and havi ng been involved in potash mning for a | ot of
years, in your opinion, is this the appropriate first
step in dealing with this type -- the issues that you
intend to address with this provision? |Is this a good

first step?

A It -- it's a good continuation of the steps.
| can't say this is the first step, 'cause we -- we've
attenmpted to look at it in the past. It's -- it's a

good way of noving forward.

Q Okay. Great. Thank you. That's all |

have.

THE HEARI NG EXAM NER: M . Morehouse,
so the data that will be required to be coll ected
under "G' and will be available to the JITC, do you
envision that the data will be reported to BLM and

OCD, or just available to them upon request?
THE WTNESS: | don't know that we've
researched that, but it's definitely avail able on

request, and I'll bet we'd be willing -- if you wanted
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it set up that way, we'd just send it whenever we have
it.
THE HEARI NG EXAM NER: Dr. Anpomah, do

you have a question?

DR. AMPOMAH. Exactly. Yes. | do have
a question.
EXAM NATI ON
BY DR. AMPOVAH:
Q So based on the testinony, it sounds to ne

that that provision is nostly for the JITC.  But
there's no -- provision, you know, as to the role that
the regulator is going to play in this.

So | feel like this needs to be clarified in
there to nmake sure that the regulator also has a role
to play, other than just the JITC, to just reviewthe
data to come up with the next steps. The regul ator
needs to have a role to play in that. Wuld you
assent to that statenment or not?

A My -- ny answer would be that the -- the

good thing about having sonething in here about it is

that if -- if we show a subsi dence sonewhere, where

people that aren't nenbers of the JITC or -- it should

be every -- every operator in the area out there

should be -- you know, if we ook -- if we want to

| ook at measurenent -- casing deformation nmeasurenents
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along the well bore or sonething, it's any well out
t here.

And | guess maybe you guys can do that
I ndependently if we bring up an issue. But having it
in the rule here neans that anybody that's out there
drilling my have to -- who may have issues, and this
is in there that they will have to neasure their
wel | bore or whatever cones up out of the deci sions.

But | understand -- | don't -- we don't know
what those decisions are yet. W just haven't gotten
that far.

Q So et nme ask you with regards to the rule,
is it -- give ne a second. 1Is the JITC going to
enforce it, or is the regulators going to enforce it?

A JITCwIIl do it, whether you guys tell us to
or not. Just put it that way. But it's good to have
It now that we know we need to do it.

Q Yeah. |'mjust saying that the whole

provi si on, the whole object that we are working

t hrough now, who is going to -- who is enforcing it
as -- do you know?
A | don't know.
Q Okay.
MR. FELDEWERT: Dr. Anpomah, | can
probably address that. | nean, if we |ook at the
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rule, it says "subsidence shall be nonitored."” Ckay?
So it's now mandatory, which neans, just |ike any
other provision in this rule, it is enforced by the
Di vi si on.

DR. AMPOMAH. Exactly. If it is
enforced by the Division, but according to the
testinmony, the data is going to be shared with JITC,
and then generally, they are going to discuss and cone
up with steps as to what are the next steps, you know.
But | feel like the regulator has to be involved in
t hat .

MR. FELDEWERT: Well, | nmean, you know,
you can look at this a nunber of ways. But, you know,
as M. Morehouse testified, | nean, the first step is
to get the data. So they don't have data now. And if
you don't have data, you don't know what exactly you
need to look for, you don't know what the threshol ds
need to be, and you don't know what needs to be done
at each threshold. That needs to be exam ned.

And that's the purpose of the Joint
| ndustry Technical Commttee. So they determ ned --
again, this is sonething that's new -- right -- not
previously required. The JITC said "Look, we want to
make it mandatory that any well that nmeets this

requirenent, it shall be nonitored so that we can
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obtain -- so that we have the data, and we can start
studying the data."

And then, fromthat point, you know,
and renmenber, now, this JITC is made up of the
I ndustry -- oil and gas industry, potash industry.
Everybody's got the incentive to make sure it's done
right -- okay -- and to make sure that's action's
t aken when actions need to be taken.

So they set it up to get the data
first. Now, what needs to be done at what threshold
is -- we don't -- they don't really know yet. That
needs -- that's still being exam ned.

DR. AMPOMAH: So subsi dence is not
really new. You know, it's been around for quite sone
time. So based on your response, it sounds to ne, ny
guestion will be, what were the best practices that
were considered in drafting the | anguage?

Because if you | ook at our industry, a
| ot of casing collapse, you know, a lot of -- let's
say even communi cati on between injections or
productions or in productions or -- specifically with
regards to this -- and then also let's say about
formation and all of that, subsidence cause sone kind
of issues, you know, in relation to those.

So definitely there has been a
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precedence. There has been a |lot of studies on that.
So ny question is, in terns of what were the best
practices that the teamthat put this together, you
know, consi dered before comng up with the | anguage?

MR. FELDEWERT: That's a question |
can't answer. | don't knowif M. --

M. Morehouse, can you address what was
| ooked at by the commttee?

THE W TNESS: To a certain extent.

The -- the evidence we had for subsidence previously
I's, you know, is usually done with survey -- you know,
I nstrument surveys of sonme kind. And they're kind of
anecdotal. You don't know everywhere subsi dence is
occurring, until you go out there and neasure in

pl aces.

And we haven't universally nmeasured
anywhere. And this -- the advent of LiDAR and | nSAR
has made it available to us to see where -- where al
Is it going on and give us a nore conprehensive --
this is just much nore conprehensive than anything
ever done before on subsidence.

THE HEARI NG EXAM NER: So | naybe have
a question and a proposal, listening to the
di scussi on, you know, back and forth. Agree that the

provi sion here requires data nonitoring and ot her
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collection. Acknow edge that, obviously, at |east on
the OCD side, OCD has plenary authority to request
data that's generated in the field.

But | woul d wonder what the parties
woul d think as a sort of subsequent, additional
amendnent to "G " listening to this, sonething al ong
the lines of "Such data shall be reported at | east
quarterly to the BLM and the OCD as appropri ate,
except in the event of conditions that threaten the
integrity of any active wells, which shall be reported
within 24 hours of confirmation.

"Any renedi al steps will be devel oped
I n coordination with the inpacted operators, JITC,
OCD, and the BLM" | think that provides a pat hway
for data comng in.

Si nce the purpose here is to go to
wel | bore integrity questions, you know, that's why I
had a sort of separate reporting period there, because
in -- you know, OCD s concerns at |east junp up with
wel | bore integrity beyond sort of inpact on potash
conmponents. So, you know, preferably wanted to get
parties' reactions, at |east conceptually, to that
sort of addition to "G "

MR. FELDEWERT: Obviously, the first --

| mean, | don't know where you pulled that, but I'm
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| npressed that you had that. Very good. And
secondly, you know, if you want to give ne five

m nutes, we could talk about it, see if there's any

| ssues there. Do you mnd sharing that with ne, or is
it --

THE HEARI NG EXAM NER:  Yeabh.

MR. FELDEWERT: Okay. |Is that all
ri ght?

THE HEARI NG EXAM NER: | nmean, to the
extent that you can read it.

MR. FELDEWERT: Okay. Yeah. So if you
give nme -- can you give ne five m nutes?

THE HEARI NG EXAM NER:  Yeah.

MR. FELDEWERT: Okay. Geat. Thank
you.

(OFf the record.)

THE HEARI NG EXAM NER:  All right.

We' re back.

MR. FELDEWERT: M. Chair, couple of
comment s. First, as you have gl eaned fromthe rule,
there is -- and this may go to sone of the concerns.
There's an existing provision that has a quarter-mle
and a half-mle setback frommnes. Ckay? And that
pur pose of that was to address concerns in part about

subsi dence.
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So, in other words, if there's
sonet hi ng that happens qui ckly, that setback was
designed to address that. So what we're dealing with
here, then, is beyond that in dealing with trying to
study on a long-termbasis -- and | nean a |long-term
basis -- the subsidence that occurs further away from
t hese m nes.

So what has been contenpl ated by the
JITCis that they want to gather this data, and it's
not -- it's going to be nore on a | onger-term scal e.
You' re tal king about, you know, yearly or so. So what
woul d make sense to themis to provide the data on a
yearly basis to the Division.

THE HEARI NG EXAM NER:  Ckay.

MR. FELDEWERT: Because that fits nore
with, you know, the long-termnature of the study.

The second part of the rule -- of your proposed

| anguage, it seenms to ne, is already addressed with

ot her provisions in the Division's rules that deal
with casing integrity issues, which are required to be
reported on other aspects of the Division's rule.

So the point being here that any
subsi dence over tinme is not going to have a 24-hour or
a 48-hour inpact on casing. Right? It's going to be

sonet hi ng gradually over tine. And any event that's
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going to be 24 or 48 hours in nature is already going
to be addressed by the Division's integrity rule.

So our suggestion would be that really
all you need is to add a sentence that, you know, the
data will be provided to the Division and the BLMon a
yearly basis. Because that's kind of when the JITC
was pl anning on | ooking at it, anyway, because you're
tal ki ng about long-term mles away fromany mne. So
that's our response.

THE HEARI NG EXAM NER:  Ckay. I'd be
open to that, and | take the point about the casing
I ntegrity conponents.

Any ot her questions for M. Mrehouse?

M. Tremaine.

MR. TREMAINE: | had just a general
response to the -- gone back and forth, and not a
questi on.

THE HEARI NG EXAM NER: Go, bot h.

MR. TREMAINE: So OCD is anenable to
the structure. The yearly reporting does nmake sense.
| think the line of questions from Conm ssioner
Ampomah, | think, really break down into two
considerations. There is what to do with the data,
and then there is, how does the regul ator know about

t he dat a.
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And so | think the open question is
what to do with the data. And this updated proposal
resolves that. The only hesitation we have is that
this nost recently proposed structure relies on the
representation of the operator to indicate whether the
subsi dence was related to a casing, because we
actually were tal king about that, and we think that
OCD s casing integrity rules would likely apply to
t hese scenari os.

Subsi dence may very well be related to
casing integrity. The only issue with that is that it
puts OCD in a position where it may not be able to
determ ne whether it's associated with casing
integrity or not. And so | think it would be nore
straightforward and sinple if, you know, there was a
significant subsidence that caused a concern for
potential casing integrity that there was a shorter
notification w ndow.

So the second section, nore simlar to
the Chair's original proposal, |I think that would
ki nd of thread the needle there.

THE HEARI NG EXAM NER: Do you have a
guestion for the w tness?

MR. TREMAINE: No questions for the

W t ness.
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THE HEARI NG EXAM NER: Ckay.

M. Morehouse, you' re excused. Thank
you.

Any ot her questions for witnesses or
ot her conponents?

| had a couple of nore genera
guestions for the applicant that | think, M.

Fel dewert, you're probably going to be in a position
t o address.

So | see -- what |I'm hol ding here and
| ooking at is the current version of R-111-P, which is
on the Division website, that M. Fel dewert passed
out. As | read Exhibit 4, which is what the applicant
IS proposing to issue, it basically provides
repl acenent | anguage starting at page four, where it
says "It is therefore ordered that," all the way
t hrough sort of the end, through the exhibits,

I ncl udi ng the new exhibits.

So what isn't there is the findings
that the Comm ssion would nake here. And in reading
It over, you know, sonme of these are stale, at |east
in the Chair's view, and then |I'm not sure there's any
rel evance nentioning R 111-A or R-111-B when we're at
R-111-P.

MR. FELDEVERT: Ri ght .
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THE HEARI NG EXAM NER: And so | wanted
to float in sort of reading through this, you know, up
t hrough Paragraph 1 is sort of boilerplate, and it's
there, as I'mflipping through R 111-P. Paragraphs,
basically, 3, 4, 5, 6, 7 can all be struck, as they're
sort of dated information, at least in our -- at |east
in nmy view, relative to, you know, the circunstances
that led to the amendnent at the tine.

| wanted to ask, in Exhibit 8, is it
the applicant's view that what is currently "Exhibit
B" to R-111-P should be retained, or is that sort of
an artifact that can be dropped? It wasn't in your
set .

MR. FELDEWERT: Good question. In ny
opinion, that is an artifact that can be dropped for
the R-111-Q It would be part -- it's already part of
R-111-P, part of the history, but it doesn't need to
be --

THE HEARI NG EXAM NER:  Ckay.

MR. FELDEWERT: -- doesn't really have
anything to do with this proposal.

THE HEARI NG EXAM NER: So Par agraphs 8
and 9 also seemirrelevant for findings; 10 through
17, with sone maybe scrivener changes for references,

retain relevance just in terns of setting context.
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They descri be general authority.

And then 18 is nore of a kind of
sunmary st atenent about we heard testinony and
comments reflected here to justify the anendnents; 19,
20, 21, again, and 22, seemto be, again, artifacts of
history, don't need to be retained. And 23 is just
sort of a boilerplate |Ianguage. That's sort of ny
t hi nki ng on an approach to what the order | ooks |ike.

And what 1'd like to float for
di scussion with ny fellow conm ssioners, the R-111-P
s an unusual vehicle. |It's sort of witten like a
rule set, but it's a Conm ssion order. You know,
probably if we were starting froma blank slate, they
m ght even be special area rules. But be that as it
may, we are where we are.

| think it would be hel pful for the
Comm ssi on and counsel and other pieces if we got
native file versions of your Exhibit 4, because |
think all we have is a PDF.

MR. FELDEWERT: Ri ght.

THE HEARI NG EXAM NER: |'d rather have
a Wrd version. And | would actually like to propose
to my comm ssioners -- and |I'Il put it for discussion
before we nove it -- but that | think there was

sufficient evidence to adopt the applicant's proposal,
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which is Exhibit 4, with the amendnent or sone version
of the anmendnent that we just discussed.

| think Comm ssion counsel and
Commi ssion staff should go ahead and put together a
draft witten order that can be circulated to the
parties in advance of the next neeting so that we can
cone to a confirmation that everyone is confortable
and happy with the updated | anguage, and they get to
see both the findings fromthe Conm ssion and the
proposed provisions, which are, again, largely
consensus in applicant's Exhibit 4, and that we
actually take action on the order at the April
heari ng, once we've seen it witten out.

So I'm not even sure there's a need for
a notion there. That's just a proposal on the table.
Thoughts, reactions, fromny fell ow Comm ssi oners?

MR. BLOOM M. Chair, that certainly
makes sense to ne. Thank you.

DR. AMPOMAH: M. Chair, | do agree
with that. Thank you.

THE HEARI NG EXAM NER: So | think since

we're not going to be -- approve it till we have it
put together, | think the directions to the party then
are, after this, M. Feldewert, if you'll provide us

Exhibit 4 in native Word format so we can i ncorporate
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it?

MR. FELDEWERT: Where would you |ike ne
to send it?

THE HEARI NG EXAM NER: Send it to the
OCC hearings clerk's address.

MR. FELDEWERT: Okay. Yep.

THE HEARI NG EXAM NER:  And then we wi ||
circulate it at |east two weeks in advance of the
April Comm ssion hearing so folks can |look at it as a
totality, and then we'll plan to vote on it at that
heari ng.

MR. FELDEWERT: Hopefully, we won't
need it, but will we have an opportunity to provide
coment ?

THE HEARI NG EXAM NER: The intent here
is, | would intend to list it on the April docket as a
matter that's open for hearing and comment. The
pur pose of providing it two weeks in advance is if
there are redline comments to put in, we can go
through it, and we can, you know, talk through any
changes at a public hearing.

But in |ooking at the old order,
readi ng the new one, other pieces, |'d rather get it
right than have to conme back in and do, |ike, sone

t echni cal amendnents. So ..
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MR. FELDEWERT: Yep. Thank you.

THE HEARI NG EXAM NER: M. Trenmi ne,
does that work?

MR. TREMAI NE: Excell ent proposal.
Thank you.

MR. BLOOM M. Chair, since we'll be
com ng back on this, perhaps our next neeting or
hearing woul d be a tine when the proponents could
maybe take anot her crack at the anti-collision
explanation. | just -- when | see that the factor is
1, | nmean, | think we're in a collision state.

| can't get ny head around that. |
don't know why that wouldn't be a factor of 3 or 10 or
sonething like that. But if you could perhaps wal k us
t hrough that one nore time, |'d appreciate it. Thank
you.

THE HEARI NG EXAM NER: Ckay. All
right. Seeing nothing else on that matter, we wl
continue Case Nunmber 23655 to the April 2024 neeting
of the O Conservation Comm ssion.

And then, noving on to the next item of
t he agenda, "Other Business, Potential Rescheduling of
the April 11th," that was due to a conflict on ny
schedule. But actually, that conflict cleared up. So

we will keep the April 11, 2024, hearing as currently
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schedul ed.

And with that, announced our next

meeting date, and I will adjourn this nmeeting of the

O | Conservation Comm ssion. Thank you.

MR. FELDEWERT: Thank you for your

time.
(Vher eupon, at 1:18 p.m,

proceedi ng was concl uded.)

t he
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CERTI FI CATE

I, JAMES COGSVELL, the officer before whom
t he foregoi ng proceedi ngs were taken, do hereby
certify that any witness(es) in the foregoing
proceedi ngs, prior to testifying, were duly sworn;
t hat the proceedings were recorded by ne and
thereafter reduced to typewiting by a qualified
transcriptionist; that said digital audio recording of
said proceedings are a true and accurate record to the
best of ny know edge, skills, and ability; that | am
neither counsel for, related to, nor enployed by any
of the parties to the action in which this was taken;
and, further, that I amnot a relative or enployee of
any counsel or attorney enployed by the parties

hereto, nor financially or otherwise interested in the

outcone of this action. :ﬁ%éééﬁy

JAMES COGSWELL

Notary Public in and for the

State of New Mexico
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CERTI FI CATE OF TRANSCRI BER

I, PENNIE M HAHN, do hereby certify that
this transcript was prepared fromthe digital audio
recordi ng of the foregoing proceedi ng, that said
transcript is a true and accurate record of the
proceedi ngs to the best of ny know edge, skills, and
ability; that I am neither counsel for, related to,
nor enployed by any of the parties to the action in
which this was taken; and, further, that | amnot a
relative or enployee of any counsel or attorney
enpl oyed by the parties hereto, nor financially or

otherwise interested in the outcone of this action.
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