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PROCEEDI NGS
MR. RAZATOS: Well, good norning to

everyone. It's nine o'clock. This is the August 15th
neeting of the Ol & Conservation Conm ssion. |I'm
Gerasi nbs Razatos. | amthe acting director for the

O | Conservation Division in the interim So nice to
neet all of you.

And it is time to call our neeting in
session. So we'd like to do a roll call. As | said,
" m Gerasi nos Razatos, | go by Gerry. |'mthe acting
director, and I'm QG| Conservation Conm ssion chair.

Doct or .

DR. AMPOMAH. | am Dr. WIIiam Anpomah,
desi gnee of the energy secretary.

MR. RAZATOS: And | believe M. Bl oom
is going to be joining us electronically today.

M. Bloom Conm ssioner Bloom are you
on?

There he is.

MR. RUBIN. Can we have Conm ssioner
Bloomjust test his mc so we can nake sure we hear
hinm? |s he nuted?

MR. RAZATOS: Well, | think we lost him
agai n.

Conm ssi oner Bl oonf?
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BLOOM Hi there.
RAZATOS: Awesone.
BLOOM  Good norning, everyone.

2 22D

RAZATOS: Okay. So | believe we
have a quorum So let the record note that we do have
a quorum

Okay. We have this week's agenda.
Everybody have a copy of the agenda? It has been
published. |Is there any changes that we need to do or
any edits or anything like that?

Is this echoing because it's too far
away from ne, Sheil a?

M5. APODACA: It could be. If you are
| ogged into the meeting on another device, mute the
vol ume on that device.

MR. RAZATOS: | have.

M5. APODACA: Okay. Let ne try to turn
down the volunme then on your mc. Okay. Let's see if
that's any better.

MR. RAZATOS: Okay. Yep. There we go.

So were there any changes or anything?

DR. AMPOMAH: No. Not from ne.

MR. RAZATOS: Awesone. Do we have a
notion to accept the agenda?

VR. BLOOM | so nobve.
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DR. AMPOMAH: | second.

MR. RAZATOS: Excellent. So our agenda
has been accepted. Thank you.

Qur next notion is our neeting mnutes
fromlast neeting. Any changes that we need to do to
the neeting m nutes?

MR. BLOOM | thought the neeting
m nutes | ook good. | would nove to approve.

MR. RAZATOS: Excell ent.

DR. AMPOMAH: | second.

MR. RAZATOS: Okay. So we'll nove that
our nmeeting mnutes are accepted. Thank you for that.

Al righty. So now we have our cases.
We're comng up to our cases. Qur first case this
norning -- and of course --

MR. BLOOM M. Chairman.

MR. RAZATOS: Yes, please.

MR. BLOOM |I'msorry. Do we need a
vote on the agenda and the neeting mnutes fromthe
| ast nonth? O just want to say --

MR. RAZATOS: | think we do.

MR. BLOOM Yeah. That we have -- you
can say they pass unani nously.

MR. RUBIN. M. Chairman, nenbers of

t he comm ssion, yes, that is correct. W should
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formally have a notion.

MR. RAZATOS: Sorry. Let's formally
have a notion then. A notion that we accept the
meeting mnutes and the agenda.

MR. BLOOM | so nove.

DR. AMPOMAH: And | second.

MR. RAZATOS: Excellent. So
every -- both of them are accepted; correct? Do it
separately?

MR. RUBIN. We do need a roll call vote

because we have one nenber that is appearing

virtually.

MR. RAZATOS: COkay. So Conmi ssioner
Bl oom

MR. BLOOM  Approve.

MR. RAZATOS: Okay. Conm ssioner
Anpomah.

DR. AMPOMAH:  Approved.

MR. RAZATOS: And | approve as wel |.
Excellent. So now they're accepted?

MR. RUBIN:. Yes, the agenda and the
m nut es have been accepted by one noti on.

MR. RAZATOS: Excellent. 1'mgetting
ny feet wet, people. I'msorry |I'mlearning.

MR. RUBI N: And |'d like to thank
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Comm ssi oner Bl oom for rem nding we had the open

nmeetings --

MR. RAZATOS: Yes. Thank you,
Comm ssioner Bloom | need all the rem nders | can
get, so -- plus it's blazing hot in here, so
apol ogize. | look like I'mswearing, but it's,
like -- heat is right here, so -- stress and heat.

Got to love it; right?

Okay. Cool. Now we can get to our
next part, which is our actual procedures. Qur first
case today is the consolidated cases 24018 through 19,
and 24024 through 24027, an application by Enpire for
New Mexico to revoke the injection authority for the
Andre Dawson SWD number 001 in Lea County, New Mexi co.
Are all parties present? Excellent. Go ahead.

MR. RUBI N: M. Chair, nmenbers of the
comm ssion, if | may brief the comm ssion on ny review
of the expedited notion and the response and the
reply?

MR. RAZATOS: Pl ease.

MR. RUBIN. As you may have gl eaned
fromthem the issues raised here do tend to relate to
t he pending hearing that is set in a few nonths before
Hearing O ficer Kip Harwood -- R p Harwood, and rel ate

to the propriety of the respondent in this notion's
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continuing injection of produced water into those
basi ns at issue.
Certainly a | ot of the issues raised in

t he expedited notion do relate to what woul d be

hopefully resolved at that hearing. |In other words,
the propriety of and whether there is any -- there are
obvi ously legal issues as well. There is an issue

raised in the expedited notion of it that needs to be
addressed today.

And that is the accusation, for |ack of
a better word, in the expedited notion that the
respondent has been exceeding its permtted anmount of
I njection of produced water. And that, of course, is
of serious concern to the comm ssion. Any violation
of its permts warrants inmmedi ate consi deration, so
the expedited nature of this notion is certainly
warranted in nmy view.

And interestingly, there were
no -- there was no evidence submtted with the
expedited notion asserting these over injections.
Nonet hel ess, the response didn't dispute that. It
rather reluctantly referred -- it rather, instead,
argued that as part of -- framng it as part of the
standards for prelimnary injunction, well, whatever

damages are marginally are being caused to Enpire by
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what ever over diversion amount there is would not
wei gh in favor of granting this as a prelimnary
I njunction.

| amnot sure | agree with that
argunent. You know, there's an anal ogy to that
prelimnary injunction Rule 66 of course, but it does
seemto be a concern that it's basically -- even
there's no evidence and we don't know what the anounts
are, that there is -- you know -- over diversion under
that permt.

So what | would recommend is we don't
know t he anpunt, we also don't know the effects that
woul d be resolved at the upcom ng hearing through
testi nony and argunent, and the hearing officer's
report. Nonetheless, we do need to deal with this.

My recomrendation is for the conmm ssion
to immedi ately order, and this would be an order
effective immediately, for the respondent here to
I mmedi ately cease any over diversions. Not over
diversions. Sorry, that's a state term Any over
I njections that are there, currently may be -- they
may be perpetrating. And that would be go into
I mredi ate effect.

To provide a full accounting of any

such over diversions to the hearing officer and to all
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the parties in the case as part of that hearing so the
board can that -- the conm ssion can then assess that
as part of the rest of the issues in that case, and to
basically hold in advance any further action on the
expedited notion, so --

Of course, that's one way to handle it
t hat perhaps, you know, splits the baby, so to speak,
w t hout having to take the drastic step of shutting
anyone down. But nonet hel ess, | think would help get
to the bottomof this. And certainly, if -- and stop
any violation of any permts at the tine.

So if any of the conm ssioners have any
guestions for ne or of the parties, and certainly if
t he comm ssion w shes, they can hear argunent of
counsel on this point, but it does seemlike a fairly
straight forward noti on.

MR. BLOOM M. Rubin, M. Chair, if |
may ?

MR. RAZATOS: Pl ease.

MR. BLOOM | m wondering, | guess, a
question related to scope and jurisdiction here. And
| would like to hear fromthe parties, in particular,
the OCD. |I'mwondering if this matter should be first
addressed by the OCD and handled as a typical -- |

guess say typical for lack of a better
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word -- accusation of over injection.

MR. RAZATOS: M. Mbander, you're
representing the OCD;, correct?

MR. MOANDER: | am M. Chair.

Conmi ssi oner Bloom just to make sure
|"mclear on the what the request is, it sounds |ike
you want to know what OCD s overall position is on the
al l egation of over injection, or are you tal king about
within the confines of the, like, relevance to this
particular matter?

MR. BLOOM  Maybe both. But |'m
wondering if -- now that you nention it. But I'm
wondering if this m ght be sonething that the OCD
woul d typically deal with, and perhaps shoul d deal
with in this case, given that this claimof over
i njection has been made. |I'mthinking that the first
stop would typically be the OCD and not the OCC.

MR. MOANDER: So as to -- generally
speaki ng, an allegation between operators like this is
one that we would certainly take a | ook at. W do
have sonme caution when the matter's actively being
litigated. And we don't know yet what the evidence
wll showin this case. And | think there's sone
val ue.

And that's really the nature of ny
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response was witten towards that, Conmm ssioner Bl oom
Is that we want to see all the evidence, we want the
opportunity to exam ne wi tnesses. And whatever flows
fromthe hearing would be nost likely material to our
jurisdiction and our role. And then at that point, we
woul d reeval uate, and then | ook to pursue whatever
remedy that may be appropriate at that tine.

It's not often the case where we have a
matter that OCD appears in where we'll get this
poi nted of an accusation. So | think that the
i nterests of the public are going to be served by
fleshing out the evidence in the hearing, see what
conmes out, and then evaluate matters fromthere.

DR. AMPOMAH: Chris, | have a foll ow
up. So is it a position of OCD that they do not have
the injection volunmes and they do not have the
I njection pressures to see strai ght away whet her the
accusation is true or not?

MR. MOANDER: At this point, | would
not be able to tell you what that specific evidence
woul d look like. WlIl, | would inmgine we could -- we
may have sone filings that would reflect a yes or a no
on that. And that's why OCD wants to proceed pretty
severely with this hearing, is to sus all this out

and - -
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And the other angle on this is, is
there's an opportunity to get testinony about these
t hi ngs, additional information that m ght -- we could
get potentially froman RFI, but there's also the
I ssue of we can get it through this case. And that's
part of why OCD has not, as far as |I'm aware, taken
any action one way or the other about the injection
vol unes.

DR. AMPOMAH: So Counsel, | do have a
foll owup question then based on your subm ssion. So
if we do not have the evidence, how then can we say
t hat Goodni ght shoul d cease the operation if, let's
say, the -- nore or | ess nake sure there are not any
over injection if we do not have any evi dence?

MR. RUBIN:. Commi ssioner Anpomah,
menmbers of the conm ssion, that is why | -- that is a
good point, and that is exactly why | couched ny
advice as | did, because we do not know. And so al
we can do is issue an order, which is -- should be
sel f - apparent saying do not -- cease all over
di ver si ons.

Do not -- we're not shutting anyone
down, but this comm ssion my want to take strong
action as OCD counsel has stated. Once all the

information is in and we know the full extent of these
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over diversions as to penalties, whatever renedial
action the hydrology my warrant as well. So |I'm not
recommendi ng that we shut anyone down at this point.

But if there is by issue we can order
t oday saying, "Cease any over injections," if the
evi dence cones out that for sone reason they
continued, well, we want to know that too. And this
will all come to |ight through the prismof the
hearing. And so all we could do today is say, "Stop
it," and hold everything else in advance. W would
get a full accounting about the --

MR. RAZATOS: The OCD wants to add
sonet hi ng el se.

MR. MOANDER: | am conferring with ny
cocounsel on this. |Is the conm ssion concerned about
remandi ng this issue to OCD hearings? |s that what's
underlying this? Just to kind of clarify things.

MR. RUBIN:. | would agree with Counsel
Moander there that in this case because we have
pending litigation, the pending adjudicatory matter
that this directly relates to, | could see why this
was brought by Enpire directly to the comm ssion
rat her than going through the division as an
enforcenment nmechani sm

MR. RAZATQOS: Conm ssioner Bl oom you
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| ook |i ke you want to say sonet hi ng.

MR. BLOOM  Thank you, M. Chairnman.
Yes, when the nonent's right, | would like to hear a
response from Goodni ght M dstream and then Enpire,
Counsel .

MR. RAZATOS: So Counsel, just wanted
to make sure, we're not necessarily saying remand it
back to the OCD hearings. W're just saying we don't
know -- we don't have any evidence to show t hat
there's an over injection; correct?

MR. RUBIN. M. Chair, nenbers of the
comm ssion, correct, |I'mnot saying remand to the
division. The conmm ssion has set this for a hearing.

MR. RAZATOS: Right.

MR. RUBIN:. The hearing is through the
hearing officer, who speaks -- who is an extension of
this conm ssion.

MR. RAZATQOS: Okay.

MR. RUBIN:. So there's no remand that
| ' m advocating for.

MR. RAZATOS: Okay. Does that answer
your question, M. Nbander?

MR. MOANDER: Yes. Thank you

MR. RAZATOS: Okay. Great. So should

we proceed to hear the parties? Wat's the
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suggestion, | guess?
MR. RUBIN:. Well, | did find that the
notion, the response to reply fairly succinctly

captured the issues as |I've explained them There

m ght be sone -- but in the interest -- if the
comm ssion wants to hear from counsel -- 'cause it an
i nteresting argunent that -- whether --

We don't have any facts in the notion
or the reply and affidavit or sonme other discovery
that was provided that would say exactly what the
ampunts are. We have not heard from Goodni ght saying
"Yes, we have" or "No, we haven't." So there m ght be
sonething to be gained fromthat. It's up to the
comm ssi on.

MR. RAZATOS: Okay. So then I'Il just
ask commi ssioners, do you want to hear the parties?
"1l start with Dr. Anponah.

DR. AMPOMAH: Yeah. Greg wants to
hear, so | also want to hear.

MR. RAZATOS: | know Conm ssioner Bl oom
wants to hear.

Comm ssioner Bloom is that an
affirmative?

MR. BLOOM Yes. And | think, you

know, five m nutes approxi mately should suffice. |
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mean, if people need nore tine, that's fi

woul d like to hear fromboth parties.

MR. RAZATOS: Okay. Excellent. So the

parties are present; correct?

MR. BLOOM And | would start with the

novenment, Enpire.

MR. RAZATOS: We'll start with Enpire?

VR. BLOOM Yes.

MR. RAZATOS: Yeah. Just nmeking sure
that all the parties are present. That's all.

Okay. Awesone. So let's start with

Enpire, please.

MR. PADI LLA: M . Chai r man,

the comm ssion, ny nane's Ernest L. Padi

for Goodnight. Wth ne are Sharon Shaheen and Dana

Hardy. We're counsel for Enpire. | wll

concerning this notion today. And first of all, let

me just say that | agree with M. Rubin's anal ysis of

t he situati on.

The only thing that he m ssed that |
think is reporting. If we don't have any public

records, OCD records, of injection volunmes fromthe

Andre Dawson well, the Ernie Banks wel |,

no reporting on those two wells at all.

| ook at our notion, all of the wells that we |isted

ne,

| a,

be speaki ng

t here's been

But

menber s of

but |

appeari ng

if you
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there are -- there's evidence of over injection.

Now, | take it you want evidence on
this, in particularly, those wells that are outside
the unit. Where we have to prove that there's going
to be mgration fromthose wells into the San Andres
formati on. But when you look at this, all you see is
an abuse of orders.

For exanple, the allegation that we
canme up with -- and that was based on di scovery
evi dence, the evidence that was submtted to us in
di scovery by Goodnight. There, we finally saw that
t here was over injection, especially in the Andre
Dawson i s egregious to where you have 41,000 barrels a
day when you have a |limt of 25,000. And who knows
what the pressures are.

Seens to nme that if you have a bottle
of water in a confined area, and you start pouring
nore water in it, the water's going to have to go
sonewhere. We're saying it's going into the Grayburg
formation, which is a producing formation for the
uni t.

| won't go into residual oil zones at
this point, but that is what Enpire is trying to
protect. We're confident that in Septenber, we'll be

able to show that there's a residual oil zone, ROZ, in
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the San Andres, and therefore, It needs to be

pr ot ect ed.

Ri ght now, with
uncontrolled -- seem ngly uncontroll ed or excessive
over injection, | think the order of the conm ssion,

and the comm ssion has authority to do that, is to
stop the over injection. That is one goal that we
have.

Now, we asked al so to bal ance and
suspend, but doesn't seemlike fromwhat | understand
and M. Rubin's analysis, is that you want to wait
until the Septenber hearing to find out what the
evidence wll show. But the problemhere is that you

have overnight just sinply in every well there's over

i nj ection.

Sonme not as bad as others, but if you
| ook at the Andre -- the allegations on the Andre
Dawson well, 1 nean, that is really alnost crimnal in
terms of -- | don't know what the profit -- well, |

know it's a profit notive that drives that.

But it's -- you can't exceed the order
of the division in all of these cases where you're
limted to 25,000 barrels a day and the pressure, and
you're going to have problens with pressure gradients

and potentially fracturing the zone between the San
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Andres and the G ayburg.

There are already -- we're going to
show that there are already natural fracturing in
areas of the -- between the San Andres and the
Grayburg. So to add pressures and add vol unes, you're
not going to -- it's going to inpair the ROZ in the
San Andres. So | -- to speak again, | think M. Rubin
analyzed this, and | think the pleadings speak for
t hensel ves pretty nuch.

Now, as far as division is concerned, |
don't know where they're comng from |If | saw a
motion i ke that and | was counsel for the division,
woul d certainly try to find out whether or not those
orders are being violated instead of being in an
adversarial situation where you want to prove
sonething. | don't know where the OCD s com ng from
In this case.

So the OCD shoul d be | ooking at over
injection and try to find out if the allegations are
correct. We're pretty certain they care correct. W
woul dn't have put that in there w thout sonme basis,
and evidence that we obtained only through discovery,
not through the publics records of the OCD. W
shoul d"ve got it -- we should' ve been able to get it

fromthe OCD records. We don't have that.
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MR, RAZATOCS: M. Nbander.

MR. MOANDER: I'Ill wait my turn on
t hat .

MR. RAZATOS: Okay. | was saying --

MR. MOANDER: |I'm just preparing.

MR. RAZATOS: You were very insistent
there, so --

Ckay. Thank you, sir. Appreciate it.

Goodni ght now;, right? Doctor? The
doctor has -- should we wait till we're done, or --

MR. RUBIN. Oh, you always can. You're
t he Comm ssi oner.

MR. RAZATOS: Okay. Go ahead.

DR. AMPOMAH: So M. Padilla, | do have
one qui ck question and probably sonme foll ow up. How
do you define over injection? O howis Enpire
defining over injection?

MR. PADI LLA: Through evidence that we
obtained and the litigation part of this case. W
asked in discovery what volunmes they were injecting.
Now, sonme of themthere is reporting at the OCD, but
the Erni e Banks and the Andre Dawson, there's no
reporting on those wells fromdata first inception,
fromfirst injection into those wells.

So it's hard to figure out where -- how

Page 29

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

much water there is or being put in the zone. |In one
i nstance in a four-day period, we were able to
establish that it was 41,000 barrels per day. That's,
| i ke, 15,000 barrels over the limt. And you
shouldn't do that. Does that answer your question?

DR. AMPOVAH: Well, froma reservoir
engi neering standpoint, | want to see the fracture
pressure for this particular formation, and then
want to see the allowable pressure that OCD gave in
the order for nme to nore or less come to a concl usion
whet her you are nore or |less injecting above what the
order is saying.

From a previous hearing, OCD made cl ear
that the pressure is the main itemthat -- the main
paranmeter that they go to in ternms of assigning what
shoul d be the maximuminjection. So if | don't
see -- if | don't know what the fracture pressure is,
It beconmes very difficult to just nmake an assunption
that just based on the volune, soneone is injecting
above the fracture pressure, or nore or |ess doing
over injection.

MR. PADI LLA: | can tell you that the
Andre Dawson maxi mum pressure i s 862.

DR. AMPOVAH:. Surface?

MR. PADI LLA: Daily. You can't exceed
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that pressure. The Ernie Banks, | think, is 867, and
the Sosa well that we also have in there, it can't

exceed 900 pounds PSI injection pressure.

Now, | don't have the informati on on
the fracture pressure -- on the fracture gradi ent what
will part the formation.

DR. AMPOMAH: And | think that is
certainly something that OCD has to be able to respond
to. Thank you.

MR. PADI LLA: Well, if that information
isn't available and if you don't have any reporting on
that, then that needs to be obtai ned.

MR. RAZATOS: Any ot her questions?

Comm ssi oner Bloom did you have any
guestions?

MR. BLOOM No. No, thank you,

M. Chair.

MR. RAZATOS: Dr. Ampomah, anynore?

DR. AMPOVAH: No, not from ne.

MR. RUBI N: M. Chair, just one
question for M. Padilla.

So M. Padilla, why did you not submt
any evidence that you were referring to from
di scovery --

MR. PADI LLA: Well, perhaps --
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MR. RUBIN:. -- as part of the notion?

MR. PADI LLA: That would -- we probably
shoul d' ve added di scovery information that we got. O
at | east verified the notion.

MR. RUBIN:. Thank you.

MR. RAZATOS: Any ot her questions?

DR. AMPOMAH: Yeah. So Counsel, even
I f they do not nobre or |less submt any substantive
evidence to support your claim | think it is a matter
of a concern that if that is happening, then nore or
| ess OCD has to be able to figure that out and respond
to these all egations.

MR. PADI LLA: | agree.

DR. AMPOMAH: It's for nore or less a
public concern, not necessarily for Enpire al one.
It's a public concern if that is certainly happening.

MR. RUBIN:. Conm ssioner Anponah and
menbers of the conm ssion, if | understand
M. Moander's response, OCD cannot be -- may not
necessarily have had know edge of this if a ot of the
I nformati on was gained in the discovery process and
adjudication. | amnot sure if they were able to
nmonitor pressures in that region. | don't know if
M. Moander would want to speak to that.

MR. MOANDER: May | assune this wll be
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my argunment now? And as part of ny response?

MR. RAZATOS: We definitely can do that
if we all agree.

MR. MOANDER: Okay. So starting off,
the nature of OCD s response was fairly
straightforward and sinple because OCD construed the
primary issue in Enpire's notion, focusing on the
suspensi on nore so than the stay, because the
suspensi on would be a final determnation. So OCD
| ooked at the notion as being essentially a backdoor
sunmary judgenent w thout those terns ever actually
appearing in the notion.

For OCD s view, first of all, is we
have a hearing set for this, and OCD fully intends to
partici pate, argue, ask questions. OCD has
participated in discovery. W've had active
litigation. The injection allegation is a nore recent
devel opnent that occurred within the confines of
litigation.

And it -- fromOCD s position, it
stands to reason that since we have an active
opportunity to conduct discovery, also, we'll have an
opportunity to exam ne wi tnesses, and nore inportantly
for this purpose, cross exam ne wi tnesses. That's the

forum where this evidence will need to be devel oped.
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| did not cone today primarily nore
than -- that I'll say in terms of ny reply. There was
no evi dence provided at any -- the showing from
Enpire's side that they could denonstrate the over
I njection. OCD s also aware that there are filings
that are currently pending concerning sone of this
material. Those filings have not been finalized from
the OCD end, so there is informati on there.

| cannot speak to whether that w |l
have been fully processed by the time of the hearing
or not. But when it conmes to OCD s need to
know -- the need to know about what parties are
I njecting, this -- when you have the reporting
structure, that's nice, but now we have the additional
opportunity to actually ask sone questions, devel op
evi dence, and nake representations to this comi ssion
and its hearing officer in about six weeks.

Generally, it's not ideal to have
parallel litigation ongoing when you also -- if you're
conducti ng enforcenent plus active litigation before
the commssion. |'Il just say it bluntly. [It's nuch
easier to proceed with gaining informtion and
know edge through litigation like this than it is
t hrough traditional enforcenment action.

And so OCD is pursuing this litigation.
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And if evidence ultimtely does show that there is
over injection, then OCD would eval uate that for
potential future enforcenent purposes.

So back to the original notion as it's
been presented today. No, | did not come prepared to
provi de exhibits or anything of the kind because there
were none to really respond to. It was nostly |egal
argunent and allegations. And so OCD s position is we
very nmuch would like to proceed with this hearing at
the end of Septenber so we can fully learn the
contours of both parties' cases and their evidence.

MR. RAZATOS: Thank you, M. Moander.

Any questions fromthe conm ssioners?

DR. AMPOMAH: Not from ny side.

MR. RAZATOS: Conm ssioner Bl oonf

MR. BLOOM Not with -- no, M. Chair.

MR. RAZATOS: Excellent. Thank you.

Goodni ght, pl ease.

MR. RANKIN:. Morning. Acting Director
Razat os, conm ssioners. Thank you for the opportunity
to speak. We've heard this norning and in the papers
that were filed by Enpire are sone very serious
al l egations verging on crimnal this norning. And we
take these allegations very seriously. And I'd |ike

t he opportunity rebut everything that was said this
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nor ni ng.

In fact, we have sone imges to showto
allay M. Amponmh's concerns about pressures, about
whet her that's occurred. | think | would like to take
sone tine to clear the air and put this into context a
little bit. The notion that they filed happened to
have been filed when | was on vacation for three
weeks, so | didn't have a ot of tinme to respond to it
when | got back.

Well, our response was limted to
nostly | egal argunents because counsel and Enpire did
not file any exhibits or any evidence substantiating
their claims. [If | may, |I'mjust going to walk

t hrough this very quickly, because | think it would be

hel pful. It goes into the context here of what | want
to say and review for the commssion if | can share ny
screen.

Nunber one, M. Rubin, | do want to

make clear that in response, Goodni ght does deny the
al l egations that were raised by Enpire vigorously.
That we -- it's a general denial of the allegations
because there was nothing specific to respond to in
ternms of evidence.

So if they had presented us with sone

evidence to directly attack, address, we would have

Page 36

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

done so. Instead, they didn't, and they relied on the
argument of counsel, so we did not see the need to
attach any evidence or specifically rebut their

cl ai ns.

Under the conm ssion's precedence and
gui dance, when you're seeking a stay or suspension
or -- of an order of the division or conm ssion, the
conm ssi on has very clear guidance. It's a high
threshold. They cite to the Tenneco O | Conpany case.
The requirenment is to -- sorry. | wish | had ny
nouse.

You have to make several show ngs. You
have to make show ngs, which neans you have to present
evi dence. You have to show that you're likely to
prevail on the nmerits. You have to show that there's
going to irreparable harmunless the stay is granted.
You have to present evidence that no substantial harm
wll result as a result of the stay.

You have to make a showi ng that no harm
will ensue to the public interest. AlIl these things
were not done. They also have to show under the
comm ssion's own regul ations that a stay is necessary
to prevent waste, to protect correlative rights,
protect public health, and prevent gross negative

consequences to an affected party.
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So what is it that they're claimng
here, and what has the conm ssion done? The
conm ssion has very clearly in the past required clear
showing -- evidentiary show ng of what is necessary to
overcone -- that you're likely going to prevail on the
merits of the clainms. Wen that hasn't been, where
there's been no evidence shown, then those notions to
stay are deni ed.

Here, again, they have submtted
nothing. They rely entirely -- we're provided them
| ots of evidence and the record, pressure data,
I njection volunes, all that has been produced to them
and the division. So nere allegations of counsel, as
we understand from Tenneco, is not sufficient to
denonstrate their burden.

So let ne just address the specific
| ssues here; okay? What would they need to show?
Well, they're going to need to show that the injection
I s causing waste. To do that, they have to show t hat
the wells that Goodnight is operating tend to reduce
the total quantity of oil and gas ultimtely recovered
from - -

They have to show what the anmount of
oil or gas is that can be recovered and that were

causing an inpairnent, the prohibition of them from
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recovering that anount; okay? That's a pretty big
show ng. They haven't attenpted to nake that show ng.

Number two, they're saying that they
were harmng their correlative rights. GCkay. To nake
t hat show ng, you have to denonstrate that there's
recoverable oil or gas; okay? They're claimng that
we're inpairing their correlative rights in the San
Andres where they're alleging an ROZ, a residual oil
zone.

So to make that claim to say that
we're actually inpairing their correlative rights,
t hey have to show that the gas down there is
recoverable. Technically, feasibly, reasonably. Not
only that, but under the correlative rights, under the
wat er -- under the nuneration of power statute, which
defines the conm ssion's authorities, they' re alleging
that we're watering out in the unit strata.

Wel |, what does that require -- what do

they need to show to prove that? They need to show
that the strata are capabl e of producing in paying
quantities. They have to show that the San Andres ROZ
that they're alleging exists is capable of producing

i n paying quantities, and that our injection tends to
reduce the total ultimte recovery fromthat pool.

So they have to show how nmuch coul d
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actually be recovered, and they need to show that they
can produce paying quantities in order for themto
show that we're watering out that zone. They haven't
even attenpted to make that showing at all. And so
for those reasons, they cannot prevail on this notion.

Now, the allegations that they raise
are serious and concerning, and everybody agrees,
I ncl udi ng Goodni ght, that if there are over
I njection -- continuous over injection issues, that
they need to be addressed.

In fact, Goodnight self-disclosed to
the division nore than a year ago that it had
di scovered itself that it was over injecting in the
Andre Dawson well. And it was -- and it disclosed the
reason for that over injection was due to a
mal functi oni ng meter.

So back, nmore than a year ago, end of
May, early June, Goodnight submtted a disclosure to
the division, to counsel, and the U C group, that had
di scovered that it was over injecting for a period of
time in the Andre Dawson, explained what it found, the
efforts it made to correct the issue, and that was
nore than a year ago; okay? So that was discl osed by
Goodni ght and nore than a year ago.

The reason that Enpire hasn't been able
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to identify the C-115s that would normally show t he
public reporting volunes is because the conpletion
reports, the C-104 and C-105s that are required once a
well is drilled, you need to get those approved before
you can physically upload the C-115 reports, the

vol unmes and the pressures that go along with your

nont hly reporting requirenents.

So the division has not yet approved
those. They've been with the division for sonme tine.
Goodni ght has been actively engaged with the division
to try to get those approved as quickly as possible.
They have, in the interim provided the division with
email of the C-115 reports identifying all the vol unes
and pressures.

As the conm ssion may or nmay not be
aware, there is a -- there is, has been, a substanti al
backlog in these conpletion report approvals fromthe
division. There are a lot of them It does tend to
| npact public reporting about not just injection
vol unes, but al so production volunes as well. So that
I's the issue.

For those two wells, the reason that
you're not seeing those volunmes publicly is because we
don't -- we have no way to upload theminto the

di vi si on system because the C-104, C- 105 haven't been
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approved. Once they are approved, then the system
allows for the volunes to be upl oaded. So

those -- the division is aware of those issues and
we' ve been working with them for nore than a year to
try to get that resol ved.

The injection issues, in their
conplaint -- in their conplaint, in their notions,
they allege that all of these wells have [imts of
25,000 barrels of water per day. 1In fact, it's really
easy to | ook at the orders, and you'll see that
actually four of them have no limts whatsoever, and
they're entirely based on the pressures; okay?

Now, nore recently, the division has
over concerns of induced seismcity, especially in the
deeper Devoni an where you're closer to basenent rock,
had i nposed sone rate |limtations for high capacity
di sposal wel | s.

Now, the concern around those higher
rate wells is generally limted to the Devoni an where
you' ve got basenent rock. | understand there's sone
scientific papers and research that indicates that for
t hose deeper formations, rates can influence induced
seismcity, even though the injection pressures my
not be an issue.

So the division has instituted nore
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recently rate limts on sonme of the SWDs. |'m going
to explain a little bit for you on that because |
think it's helpful to put this all in context.

The way the rate limts cane up for the
San -- for the Andre Dawson and the Ernie Banks is
t hat when Goodnight filed a C 108 application, which
Is this snippet up here showi ng what they proposed,
they initially proposed 25,000 barrels per day for the
Andre Dawson and the Ernie Banks.

The reason they chose that nunber, as
you will hear in about a nonth, is because 25, 000
barrels per day is nore than what they inject on an
average basis in a nonth; okay? That is generally
nore than enough to manage their injection rates.

The issue is, and it's becom ng nore of
an i ssue now as we nove into nore nodern wel
conpl etion practices, is that Goodni ght experiences
surges of disposal volunmes. Mre commonly now,
operators out in the field are conpleting their wells
in batches. So rather than drilling one or two wells
and getting flow back fromone or two wells, they're
doi ng batch drilling.

So when Goodnight first term nated
these wells, you -- naybe you get batch drills for

four or five days, and you get a slug of water over
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four or five days. Now, you're seeing batch drills
that take two weeks or so to conplete. So you're
getting nore wells, you're getting |onger |aterals,
and you're getting nore fl owback water, so you get
nore volunmes in a big slug.

Goodni ght' s practice has been di sperse
the flows to as many wells as possible over an area so
t hey have a central receipt point on their pipeline,
they nonitor the flows, they treat the water, they put
it out to their nmultiple SWDs to nmanage the vol unes
and pressures.

So they have initially identified
25,000 barrels as enough, and in fact, the four wells
that are currently injecting into the EMSU since
January 2023 have averaged | ess than 15,000 barrels of
wat er per day; okay? That's the average for the four
wells injecting into the EMSU. So well under the
25,000 barrel per day limt.

Same here with the Ernie Banks. This
just shows you, you know, what was initially proposed,
what the order provides for, and you'll see that it
does provide for 25,000 barrels with the rates and the
pressures. So those are the only two wells out of all
of the ones that were being accused of here that have

an injection limt.
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As | nmentioned before, we've already
sel f-disclosed on the Andre Dawson. As a result of
the allegations here, we went through nore recent
I njection volunes and did identify a few days for the
Erni e Banks that have exceeded the 25,000 barrel
limt. | understand that there is a valve issue that
may have caused that. |It's a few thousand barrels
exceedance for a couple days.

But |'m going to show you at the end
here to address any concerns about what the -- | nean,
we take this very seriously obviously because
Goodni ght did self-disclosed when it did go over. And
the intent is to make sure that they are in
conpliance. W take it -- Goodnight takes it very
seriously.

Now, this just to sort of explain again
the context here. The 25,000 barrel per day limt,
was it proposed by Goodnight? It's not a technical
limt -- space limt. |It's not alimt that's tied to
pressures. It's sinmply what Goodni ght proposed. The
di vision adopted it when it issued the orders.

And for one of the wells, the Andre
Dawson here, we're actually asking for an increase as
part of these cased just to accommpdate the spikes

t hat occur on occasion so we can make sure that we're
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staying within our limts; okay?

Now, what does this look like in terms
of pressure; okay? W 100 percent agree wth
Dr. Anpomah that the issue here is about pressures.
So this is a chart that shows back from January 2023
to about the present for two of the wells that have
the injection rate limts.

The squiggly lines here are the surface
I njection pressures; okay? You'll see that they tend
to be very |low and they bop up and down here and
there; okay? And you'll see that for the blue line
here, that's the Ernie Banks, there are sone higher
poi nts up here; okay?

Now, what is the limt that the
di vi sion has inposed; okay? Well, you | ook on the
| efthand side on the y-axis, that's the PSI. You'l
see the limts are way up here; okay? The Dawson is
at 857, the Banks is at 862. W are far bel ow those
limts.

And the reason you're seeing sone of
t he spiking here is sinply because of scaling.
Scaling is a common occurrence with saltwater disposal
wells. As scaling occurs, Goodnight periodically wll
acidize its wells. And you'll see they just acidized

at the end of July.
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After they did their acid test -- acid
cl eanout, the wells both went back to vacuum okay?
Despite their injection rates. |In other words, there
I's no inpact to the reservoir. The reservoir is
receiving the volumes on vacuum neaning there is zero
pressure buildup in the well.

Now, on the point that Enpire made,

they're seeking relief, they're seeking -- they want
us to suspend or stop injection until -- on the
assunption, | presunme, that we're injecting

continuously over the volunmes here. And so they're
asking for Goodnight's wells to be shut in until the
net -- the over injections are balanced with the
anount of the authorized injection.

Well, here's -- you know -- we've given
them the data, and they would be able to see that if
you put this data on a plot, you'll see that for both
these wells, we're actually under by nore than five
mllion barrels. | nmean, if you were to ask us to
apply that relief right now, we could continue to
I nj ect because there's no issue. | nean, every day
we're under injecting on average what the total
volunmes are with these wells.

So not only was there no evidence, but

the clains, | think, are unsubstantiated. There are a
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few days that have exceeded the injection rates.
Goodni ght takes it very seriously. They're addressing
those issues. In one case, it was a netering from
| ast year. We self-disclosed that.
On the Ernie Banks, there were a few
addi ti onal days that had a different issue with a
val ve. And Goodnight, as | understand it, has
conpleted that in fixing that issue. That was back in
2023. MW understanding, and we'll provide all the
data to Goodnight -- to Enpire and to the division, is
that there have been no further exceedances of the
I nj ection rates.
So M. Acting Director Razatos and
comm ssioners, we ask that this notion be deni ed.
These issues all are going to be heard by the
conmm ssion in a nonth. They can continue to raise
their allegations about over injection or over
pressurization or conmuni cation with other zones, and
we'll address themin the full course of that hearing.
And, you know, rather than present the
data to the comm ssion, for us to actually respond
to -- they just relied on allegations. And we take
those very seriously and want to have a full hearing
and airing of all these issues in Septenber.

MR. RAZATOS: Thank you, M. Ranki n.
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Any questions fromthe conmm ssioners?

MR. PADI LLA: M. Chairman, my I
respond?

MR. RAZATOS: Pl ease.

MR. PADI LLA: M. Rankin nmakes an
I nteresting argument about injection rates and vol unes
and that kind of thing, and he throws in the Devonian
here. That one's particularly interesting because the
Devoni an has a disposal interval between 1,000 and
1200 feet of disposal zone. That's not the case with
the San Andres. And the Devonian has nothing to do
with the -- Devonian. The Devonian is not even
relevant to this proceeding.

He tal ks about the C-115s. They have
never been produced to us in discovery. And | don't
know why, but we haven't received the C-118s that they
have in their pockets sonmewhere, so --

And then he tal ks about surges. [If you
have surges, you got to do sonething about evening out
t hose surges. And that means reduce injection vol unes
so that you can even out and not have the surges. The
question -- the issue of whether or not a neter was
| noperative, we don't know that. In their response,

t hey never address any of this information that

M. Rankin has submtted here.
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If you |look at their response, they go

alot into -- we had to respond to their argunment on
injunctive relief. It probably has sonmething to do
wth it here. | nean, we're tal king about a stay.

We're asking for a stay and suspensi on and sai d what
we're doing. And yes, a lot of this evidence is going
to come in in Septenber.

But to the extent that they're -- we
didn't file this nmotion just for the frivolity of it
and trying to be argunentative. | nmean, what we saw
i s based upon information that we had. So if
M. Rankin has C-115s in his pocket sonmewhere, then
t hose shoul d' ve been produced to show in the response
that our allegations were m spl aced.

So | don't know. We can go argue al
day long on this thing, but I think M. Rubin's
analysis is correct is that sonehow there has to be an
accounting, and ought to cone before Septenber.

The issue here is over injection. It's
not the nmerits of whether there's ROZ in the San
Andres or correlative rights. W're tal king about
exi sting orders that we see are being over
i njection -- where there's over injection. A
systematic practice that should be addressed by the

comm SsSi on.
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And | think the accounting should be
comng. | nmean, that's an order that the comm ssion
can issue at this point.

MR. RAZATOS: Thank you. Just to nake
sure -- just so we could have questions for Goodni ght.
| know Dr. Anmponmah, you seemto have sone questions as
well. Comm ssioner Bloom you may al so. So go ahead,
Dr. Anpomah.

MR. BLOOM | want to -- M. Chair, if
| could quickly.

M. Rankin, if you' re doing sharing
your screen, you could perhaps pull that down.

MR. RAZATOS: There we go. Thank you,
M . Ranki n.

DR. AMPOMAH: No, | really wanted that
screen. | want the representation up. So if you can
bring it up where you have the pressure? Sorry about
that. So the next one, the one that had the pressure.

So M. Padilla, I do have a quick
guestion for you and the sanme for OCD as well. So as
you | ook at this data, is Enpire challenging this data
based on the information you have?

MR. PADI LLA: We can't challenge it
today. We've got to look at it. It certainly would

have been hel pful to have had it in the response. But
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we didn't get it in the response. So | haven't

seen -- we got nothing in the response in terns of
refuting any of the allegations that we had. [|f you
take all six wells that we cited in our notion, there
was no answer to those all egations.

Seens |i ke maybe the answer to your
guestion on pressures is addressed by that slide
on -- and if that's true, | don't know. | don't know
what their pressures that were reported -- that's not
backed by anything other than a graph that sonebody
wr ot e.

MS. HARDY: | think to be clear, if |
may just add to what M. Padilla has said, none of
this information is evidence on the record. This is
the first time we are seeing it here today. And
Goodni ght has failed to produce the C-115s in response
to discovery request after discovery request. That's
the first tinme we heard today that those exist. So |
think that's our issue with the presentation. W
haven't seen this before.

MR. RUBIN:. Conm ssioner Anponmah,

menmbers of the comm ssion, | think it's -- | think
Ms. Hardy's correct. | do ask that we kind of limt
the argunent to one | awer per party. | don't want
to -- we don't want to double team M. Rankin here.
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But regardless, that point is taken.

M. Rankin, nenbers of the conm ssion,
has provided a | ot of substance here, but nonethel ess,
It i1s still just a |lawer talking. And he is not
pretendi ng otherwise. There is no evidence before
this conm ssion.

And | know Dr. Anpomah, you want to get
at the truth. But it would be unfair to either side
to get at the truth based upon what | awers have said
t oday.

DR. AMPOMAH: Okay. Okay. Then | rest
my case.

MR. RUBIN:. Which is why | am advi sing
that the notion need to be held in advance or perhaps
it could be denied wi thout prejudice, but we do need
the hearing officer, | think to, as part of its
findi ngs, decide -- nmake a recommendation to this
conmm ssion as to whether the permt has been viol at ed.

M. Rankin, go ahead.

MR. RANKIN:. Thank you. | just want to
address another allegation that was nade. Enpire did
not ask for the C-115s to be produced. And the C 115s
only woul d show nont hly vol unes; okay? What they
asked for were the daily volunmes. And they asked for

the daily pressures. So we gave them nore than what
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woul d be discernable fromthe nonthly vol unes
t hensel ves.

So if you were to | ook sinmply at the
nmont hly vol unes, you may not, as | said because the
nont hly average injection rates are around 14, 000
barrel s per day, they may not have di scerned that
there was ever an over injection; okay?

So we gave themall this data including
the pressures. And | can't tell you exactly the date
It was up to, but it was up to around the end of 2023.
So they have all the pressures. They have all the
rates of the tinmefrane. We're going to supplenent up
to the end of July so they have all that as well.

And | just want to make very clear that
actually they did have all this and they nade nore

t han what the division would' ve had had it been fil ed

publicly.
MR. RAZATOS: Thank you, M. Rankin.
Comm ssi oner Bloom | wanted to give
you an opportunity to as well. | nmean, in |ight of

what M. Rubin said, did you have any questions?
MR. BLOOM Yes. Thank you, M. Chair.
So just sort of to recap. | opened
this can of worns by wanting to nake sure that OCD

woul d fundanentally be okay with an order potentially
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com ng fromthe comm ssion, and essentially bringing
this issue nowinto this case. You know, we heard
that the OCD is okay with that not wanting to explore
t hese issues during litigation as we heard from

M. ©Moander. So | heard that. | just note that, |
guess, now every allegation between parties wll
beconme part of the case.

' mwondering -- maybe sone questions
for M. Rubin. W heard from M. Rankin about Tenneco
may have sone bearing here. And I'malso wondering if
an order at this point fromthe comm ssion not to over
I nj ect would serve a purpose, and that all conpanies
need to obey their permts and state | aws and regs.
And al so, M. Rubin, would an order be seen as
prejudicial? O beconme prejudicial in some way?

MR. RUBIN: Comm ssioner Bloom nenbers
of the conmm ssion, an order as | recomended t hat
woul d sinply state that all over injections in
violation of the permt cease would not be
prejudicial. It is sinply restating what shoul d be
al ready understood by all operators licensed by the
conmm ssion or the division.

So fromwhat M. Rankin has presented,
Comm ssi oner Bloom there m ght even be sone dispute

as to what the permt says that they can do as to what
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the limtations are, whether it's daily, nonthly, what
t he exceedances -- how to cal cul ate exceedances. So
that's why | would sinply want it to be sort of a
concl usory order fromthe conm ssion today stating,
"Do not violate your permt."

And as to what that is, we will find
out after the hearing in Septenber. But it is
| nportant that we get to the bottom of whether there
was a violation, and we want a recommendation from a
hearing officer on that.

As you can see, Comm ssioner Bloom it
Is a rich tapestry as to whether what the permt says
and whether it's been viol at ed.

MR. RAZATOS: Thank you, M. Rubin.

Comm ssi oner Bl oom anything el se?

MR. BLOOM That's it. Thank you.

MR. RAZATOS: Excell ent.

Dr. Ampomah?

DR. AMPOMAH: No, |'m okay.

MR. RAZATOS: Okay. So |'m sorry.
There is the OCD, please.

MR. MOANDER: As a matter of record
because | do believe these things are inportant and
this is related to the notion, but not the substance.

And | didn't get to nention it, because things got
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right into the fist fight early this norning.

OCD s going to withdraw its section 2
of its response. It turned out there was a major | T
problemwith email. And |, as the attorney, made an
all egation that turns out to be a little incorrect,
and so | wanted to withdraw that on the record and
make that clear so there's no confusion.

MR. RAZATOS: Okay. Thank you.
Appreci ate that.

DR. AMPOMAH: So Counsel, we are not
really admtting what M. Rankin showed us today as
part of the proceedings; right?

MR. RUBIN:. Conm ssioner Anponah, that

Is correct. W are not deciding anything. W are not

admtting -- there was nothing to admt in terns of
evi dence. Again, lawers can -- as right as the grass
may be, and M. Rankin may be, he's just still a

| awyer. And so we are not admtting anything today.

And | nmean that -- I"'mnot -- don't nean that
pejoratively, M. -- you're a better |awer than I.
But nonetheless -- so all | suggest

that we commt to today is, if it wishes, it can order
today that the permt be adhered to, be -- any over
i njections cease as defined by the permt, whatever

that is, and to direct the hearing officer to include
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I n his recommendati ons whether the permt has been
violated, and to hold in obeyance any further action
on the notion not decided today. So that's what |
recommend the notion be. Can | get a so noved?

MR. RAZATOS: Well, | nove it.

MR. RUBIN. Okay. Do | have a second?

DR. AMPOVAH. | second.

MR. RAZATOS: It is ordered.

MR. RUBIN. We will need a roll call.

MR. RAZATOS: We need a roll call.
Okay

Dr. Anmponah.

DR. AMPOMAH:  Approved.

MR. RAZATQOS: Conm ssioner Bl oom

MR. BLOOM Nay, and | would like to
say | don't know that an order is necessary at this
point, so | amnot voting in favor.

MR. RAZATOS: Okay. And | approve.

MR. RUBIN. Ckay. Mbotion passes two to
one. | wll draft up an order for the chair's
signature |l ater today. And so with that, any other
matters on this agenda itemfromthe parties?

MR. PADI LLA: M. Rubin, we do

have -- we need sone clarification. And maybe it's
already in some form But we were -- counsel and |
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were tal king yesterday about the hearing exam ner.
WIIl the -- and we were wondering if the comm ssion
was going to be present during the Septenber hearing
or just the hearing to the hearing exam ner?

MR. RUBIN. M. Padilla, I do not know
the answer to that nyself. | think it is at the
pl easure and discretion of the comm ssion to del egate
to what extent it wishes to the hearing
officer -- exam ner.

MR. PADI LLA: And would there be a
report fromthe hearing officer recomending a
deci sion one way or the other? Do you know or that's
not deci ded yet?

MR. RUBI N: M. Padilla, it is nmy -- it
was ny understandi ng that the hearing officer,
M. Harwood, would provide a recommendati on, proposed
findi ngs, and conclusions to the commssion. |s there
sone rule you're aware of that would preclude that?

MR. PADI LLA: No, no, no. | was just
wonderi ng whether we were going to submt requests of
findi ngs and concl usions and that kind of thing.

MR. RUBIN:. Yes. M. Padilla, the
hearing officers -- with all admnistrative
adj udi cation --

MR. RAZATOS: M. Rubin, |I'mjust going
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to interrupt this again. There nust be sone IT glitch
on our end, on Teans. We're still streamng. So |
can see us on Teans. So we are proceeding. Sorry.

MR. RUBIN:. Just open neetings and
conpl i ance, are those --

-- are people able to hear us, nenbers
of the public --

MR. RAZATOCS: Comm ssi oner Bl oom can
you hear us?

MR. BLOOM Yes. There's been no

i nterruption on nmy end.

MR. RAZATOS: Okay. And can you see us?
MR. BLOOM Yes, | can see the --

MR. RAZATOS: Okay. Good.

MR. BLOOM -- right now.

MR. RAZATOS: Oh, there we go.

MR. RUBIN. There we go.

So to M. Padilla's point, hearing
exam ners sonetinmes wll ask for the parties to submt
proposed finding and concl usi ons before concocting
their owmn. That's up to him We would expect a
report fromhimthat this conm ssion would then be
able to digest.

MR. PADI LLA: And finally, we were al so

wondering if -- how we're going to split up tinme, you
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know, on who goes first, that kind of thing. That's
probably sonething we need to talk to M. Rankin
about, tinme limtations per witness and tine
limtations on cross-exam nation.

MR. RUBIN:. Yes, M. Padilla. W are
del egating those procedural matters to M. Harwood,
but |'m sure he would wel cone sone consensus fromthe
parties on those procedures.

MR. PADI LLA: So if we had sone
concerns about that, we would with M. Harwood?

MR. RUBIN:. Correct, M. Padilla.

MR. PADI LLA: Ckay.

MR BLOOM And M. Chair, M. Rubin,
to nmy know edge, | believe the comm ssion has
typically sat through the discussions and nade
guestions, asked questions during hearings where there
Is a hearing officer. That would be ny preference.
But | just wanted to put that out there. | don't know
If there's a consensus anong the conm ssion or how
we' || handl e that.

MR RUBIN:. If I may -- thank you,
Comm ssi oner Bloom Al | would ask is that the
conm ssion can be polled separated fromtoday if a
guorum of the comm ssion w shes to be present for the

hearing, we do need to conply with the Open Meetings
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Act. that is the only constraint that | am concerned

about .

DR. AMPOVAH:. Yeah, M. Rubin, |
remenber -- when we're setting the date, | renenber
t he comm ssioners were going to be present, so -- and

t hat was ny under st andi ng too.

MR. RUBIN:. Very well.

DR. AMPOMAH.  Okay.

MR. RAZATOS: Okay. Any other points
on this particular matter?

MR. RANKIN:. |'Il just say that, you
know, counsel for Enpire raised this question with ne
this morning. | think it's appropriate to confer
anong the parties and then coordinate with the hearing
exam ner outside of the comm ssion's neeting. | think
we can do that and should be able to reason to cone to
agreenent on how to manage the procedure.

MR. MOANDER: And OCD joins in that and
agrees as well.

RAZATOS: Okay. M. Padill a.
PADI LLA: That's fine.
RAZATOS:  Ckay.

SUAZO. M. Chair.

RAZATOS:  Yes.

» 2 222D

SUAZO. May | be heard briefly?
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MR. RAZATQOS: Pl ease.

MR. SUAZO. |'m M guel Suazo, and |'m
representing Pilot Water in a matter that is inpacted
by the matters that are before the conm ssion today.
And since we're talking this procedural grounds, |
just wanted to flag for the comm ssion that Pil ot
Water would like to participate in the hearing in
Septenber. The nature of that participation is going
to be limted in scope.

But essentially what | wanted to flag
for the comm ssion is that Enpire has filed
essentially simlar, you know, conplaints agai nst
Pilot as it has agai nst Goodnight. Specifically,
they're chall engi ng order SWD-1750 and an order
R- 23254, which was issued on June 26t h.

They essentially state Pilot -- it's a
matt er pendi ng the outcome of these proceedi ngs today
and the hearing in Septenber. And so Pilot would just
like to ask to be included with the discussions with
the parties and the hearing exanm ner so that they can
participate in Septenber, potentially furnish a
w t ness, although no decision has been made.

But nost certainly to inpart testinony
to the effect or at |least a statenent to the effect

that they are supportive generally of Pilot's position
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in ternms of its take on the inpact to the EMSU in the
San Andres in this proceeding, which stands to inpact
Pilot's interests in the San Andres outside of the
EMSU.

MR. RUBI N: If | may?

MR. RAZATOS: Pl ease share, M. Rubin.

MR. RUBIN. M. Suazo, | don't have the
rules in front of me, but has there been a fornmal
I ntervention by Pilot?

MR. SUAZO. Well, | would need to go
back and | ook at the filings for this particul ar case.
| know that Goodni ght has intervened in our case and
there was testinony from-- before the division about
the fact that these matters are rel ated.

| don't think that they' ve been
formal ly consolidated, but they are, neverthel ess
interrelated, which is why they were stayed. So if
that is a procedural matter that needs to be
undertaken, | suppose we should discuss that and
decide if that something that for purposes of
recordkeepi ng, the conmm ssion and counsel would |ike
to see just with those new i ssues once the hearing
date is actually upon us.

MR. RUBIN:. Yes, M. Suazo. | think

you'd be well advised to consult the procedures on
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this and the rules as to what you can do and cannot do
with that intervening. |'msure that the other
parties may have opposition to you participating
w t hout sonething formal fromyour client. Thank you.

MR. SUAZO. Thank you.

MR. RAZATOS: Excellent. Anything el se
on this matter?

Okay.

MR. BECK: Conmm ssioners, this is Mtt
Beck on behal f of Rice Operating Conpany and Perm an
Line Service, LLC. W stand in a simlar position to
Pilot. W have intervened in this matter, and so
we're in the exact sane position. Enpire filed
applications, they noved to dism ss them but because
of the conmm ssion's stay, they haven't been di sn ssed.

So we'll participate in a -- | would
think in parallel manner with Pilot and the |ike
manner and make sure that we're cleared in those
di scussions as wel .

MR. RAZATOS: Right. Thank you,
M. Beck. | think what M. Rubin said applies to you
as well. So --

MR. BECK: Certainly.

MR. RAZATOS: Excellent. Okay. So

this matter is conplete.
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MR. RUBIN. Yes, M. Chair, | would
advi se that we nove on to the next agenda item

MR. RAZATOS: | think we also need a
little break, so how about we take a break? Let's
take a ten-m nute break. Thank you everyone.

(OFf the record.)

MR. RAZATOS: Qur next case is case
nunber 24683, application of Western Environnmental Law
Center, Citizens Caring for the Future, Conservation
Vot ers of New Mexi co Education Fund, the Dine
C.A R E., Earthworks, Naeva, New Mexico Interfaith
Power and Light, San Juan Citizens Alliance, and
Sierra Club to anend 19.15.2, 19.15.5, 19.15.8,
19.15.9, and 19.15.25 NVAC

Are all the parties present for this
particul ar case? Excellent. Geat.

M. Rubin.

MR. CLOUTIER M. Chair, this is
Andrew Cloutier. |'mhere on Teans, not present.

MR. RAZATQCS: Excel l ent. Thank you,
sir.

MR. RUBIN. M. Chair, nenbers of the
conmm ssion, at this point, it would be appropriate to
have the petitioner, the parties seeking to have the

comm ssion initiate this proposed rul emaking to
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address the comm ssion and nmake a presentation,

m ndful, of course, that they should not be too
substantive in nature as ultimately a hearing would
resolve that -- a public hearing. Thank you.

MR. RAZATOS: Excellent. Thank you,

M . Rubi n.

So who would like to start off?

| can barely see you. Sorry. Sure.
There you go.

MS. BEASLEY: There you go. Good
norni ng, and thank you all. [|'mAlly Beasl ey, counsel
for Applicant. And here with ne today are ny
cocounsel, Kyle Tisdel, Mdrgan O Grady, and Tanni s Fox
over there.

So as you all sort of outlined, we are
seeking to anmend 19.15.2, 5, 8, 9, and 25 NVAC
governing definitions, enforcenent, and conpliance,
certain financial assurance provisions, well operative
provi sions, and well plugging and abandonnment.

New Mexi co needs an effective
regul atory schene in order to facilitate plugging and
abandonnent of wells when they reach the end of their
useful lives, and to ensure that the state and its
t axpayers don't bear the cost of orphan wells. And

currently, the comm ssion rules allow operators to
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post financial assurances that fall short of the
actual costs of plugging and cl eanup.

And when wells reach the end of their
useful lives, those wells needs to be sort of properly
pl ugged and abandoned. And this discounting of that
cost creates a significant gap between total estimted
cost for the State to plug all of its oil and gas
wells, and what actually is available for that purpose
in funds held by the State for financial assurances.

And the current rules also allow
operators to keep wells in tenporary abandonment
status indefinitely. And this creates risks for the
State and its taxpayers and our conmmuniti es,
envi ronnment and financial risks when these wells can
sort of linger in tenporary abandonnent and are at
i ncreased risks of becom ng orphaned w t hout any
denonstration that the wells will return to benefici al
use.

So this proposal, these proposed
amendnents seek to address these regul atory gaps and
the attendant health and environnment and fi nanci al
ri sks.

We, in preparing this, we consulted
with staff fromboth the G| Conservation Division and

the State Land Office about our scope and | anguage of
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our proposal. And we really appreciate the
wi |l lingness to neet and the input.

And | i kew se, prior to filing the
petition, we nmet with representatives from NMOGA,
| PANM the Perm an Basin Petrol eum Associ ation to give
them notice of our filing. And we |ook forward to
continui ng conversations with all parties here, and
hope work with the parties prior to hearing if hearing
Is granted to try to find conmon ground and narrow the
scope of the issues further.

Today, we respectfully request that the
conm ssi on schedule a hybrid hearing on this matter
begi nning April 7, 2025, and continuing after as
necessary. W anticipate needing about a week for the
hearing, but of course, that's up to the conmm ssion,
and it could go |onger.

We had originally requested a hearing
date in October, and then when we noved this neeting
forward fromJuly to August, we're | ooking at
Decenmber. But in order to accommopdate other Ol
Conservation Division hearings comng up this year,
conm ssi on hearings, and the upcom ng |egislative
session during which the conmm ssion typically does not
neet, we have proposed to nove that date to April 7th

for the start date for the hearing, and filed an
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anmended proposed notice to that effect earlier this
week.

And we al so request that the conm ssion
I ssue an order appointing a hearing officer in this
matter and requiring that the parties file each
witness's full direct testinony and exhibits by
January 31, 2025. So that would be two nonths in
advance of the April date if that were to be April
And then each witness's full rebuttal testinony a
nonth in advance of hearing date, which for an Apri
7th hearing would be March 7, 2025.

And we request that full direct and
rebuttal testinony rather than the concise statenent
of testinony as contenplated in the rules at
19.15.3.11(b)(2), so that the party and the comm ssi on
have a full understandi ng of the evidence prior to
hearing, and we can present a nore ful sone record for
deci si on at heari ng.

This is sonething that we have seen in
the Water Quality Control Comm ssion, Environnental
| mpr ovenent Board, and PRC hearings, and so we are
proposing the sane here. And it's ny understandi ng
that a simlar process is happening before the
conm ssion in the PFAS hearing |later this fall, so --

Yeah. Thank you for considering our

Page 70

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

request for hearing, and |I'd be happy to answer any
guesti ons.

MR. RAZATOS: Excellent. Thank you.

MR. RUBIN. Ms. Beasley, | apologize.
" m having sone issues with ny |aptop. Do you have a
hard copy of the strikethrough, redlined version of
t he proposed rules? An extra copy?

MS. BEASLEY: Wuld you like --

MR. RUBI N: Yeah.

MS. BEASLEY: It's not in red, but it
does have the strikethrough. So it's starting here.
Oh, it's -- | can extract it. You have one? Oh.

MR. RUBIN:. M. Chair, nenbers of the
conm ssion, | just would advise that we hear from
anyone el se, any other interested parties before we
hear from the comm ssion.

MR. RAZATOS: We'll just go down the
table from --

MR. RUBIN: Looks like that's what
we're going to do.

MR. RAZATOS: Okay. Awesone.

MR. SUAZO. Thank you, M. Chair. Good
norni ng conm ssioners. M nane is Mguel Suazo. [|I'm
with the Santa Fe of Beatty & Wozni ak, joined today by

my col |l eague, Kaitlyn Luck. And we're here today
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representing the New Mexico O 1| and Gas Associ ation

al so known as NMOGA, which consists of over 200 nenber
conpani es operating in New Mexi co who hel p support our
state school s, including producing al nost $14 billion
in 2023 al one.

' m pl eased to be here today on behalf
of NMOGA. And |'m here because NMOGA' s position on
this rul emaki ng and the need for a hearing is clear.
NMOGA opposes a hearing on these proposed rules. And
the reason why is because these rules as drafted do
not fit the needs of the industry. These rules denand
additional clarity and flexibility.

Good rul es nust establish clear, cost
effective, and performance-based standards. These
rules do not achieve that. Rules nust provide
flexibility for operators and for the conmm ssion and
the division. They should allow for operational
flexibility without inposing rigid constraints. These
grids do not achieve that purpose.

Rul es shoul d al so not overburden those
who are required to abide by them NMOGA opposes
generally rules that are overly burdensone,
duplicative, redundant, inpractical, and ineffective.
That is what these rules are.

Now, it's inportant for the conmm ssion
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to understand that these rules with inpact industry
differently, especially smaller oil and gas

busi nesses. And these are businesses that generate
val ue for our state's econony that are inpacted.

There's a financial burden associ ated
with these rules. They'll force conpanies, |arge and
smal |, to bear significant costs, not only to ensure
conpliance, but also to navigate their own risks and
expensi ve requirenents.

These rules will create conpliance and
operational challenges. And that's because these
rul es are unclear and inpractical. And because they
are inpractical, they'll also be difficult for this
comm ssion and OCD to inplenent them

So bottomline here, broadly, which is
what you've requested today, these rules need drastic
refinement. To be practical and nmeaningful, the rules
need substantial revisions to align with industry
realities and avoid unnecessary strain on New Mexico's
busi nesses.

And finally, as you heard the
applicant's counsel say, they |let NMOGA and | PANM know
that these rules were com ng, but they didn't
col |l aborate with the industry to make sure that these

rul es made sense from an industry perspective. So
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this rul emaki ng, unfortunately, arises under
unfortunate circunstances.

The initiation of this rul emaking
coul d've been nore effective if it were approached
with greater collaboration. This rul emaki ng was
pursued wi thout industry engagenent. There was no
consultation with NMOGA, the state's |argest oil and
gas trade associ ation.

So this is really a m ssed chance for
partnership with the application, and a val uable
opportunity that was m ssed to work together. And as
a result, these rules, as anybody who's worked in this
I ndustry for any nunber of years can see that these
regul ations reflect a |ack of industry perspective and
experti se.

You know, NMOGA is dedicated to
| ndustry i nprovenent, and anyone who's worked in this
I ndustry knows that oil and gas operations have
functioned better in recent decades than they did in
decades prior.

NMOGA woul d' ve preferred a cooperative
approach in this rul emaki ng, but instead, because it
requires so nmuch work to nmake these rul es make sense
for the industry itself, NMOGA has to oppose this

rul emaki ng and opposes any hearing on these rules.
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And if any rules are passed, industry should be
i nvol ved fromtheir inception before they are filed.

| nstead, today, NMOGA's here in a
reactive position fornulating -- is placed in a
reactive position that's neither productive or
conducive to the industry's growh, and it taxes the
resources of the agency's charge with regul ating
NMOGA's oil and gas industry. And because of that,
NMOGA opposes these rul es, opposes this rul emaking,
and opposes any further hearing on these rules. Thank
you.

MR. RAZATOS: Thank you, M. Suazo.
Appreciate it.

M. Tremaine.

MR. TREMAI NE: Thank you, M. Chair.
My nane's Jesse Tremaine. | amthe |legal director for
the Ol Conservation Division. And the OCD is here
today to, as a general matter, to support the
amendnment of the referenced rules. W do agree that
there may |likely be necessary changes and
nodi fications to the proposals as the parties work
through this process to refine the rule. But we do
see that as a matter of refinenent and | ogi cal
outgrowt h rather than going back to the draw ng board.

| do, unfortunately, have to disagree
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with M. Suazo. |[In nmy opinion, this has been a highly
col | aborative process, not the draft of this
particular rule, but all of the parties present were
party to probably sonmething Iike a six-nmonth
st akehol der engagenent process related to proposed
anmendnents starting in 2023 to the Ol and Gas Act.

Now, you will see that there are, if
you review the | egislative proposals as opposed to
WELC s petition to anmend these rules, you wll see
that they are sonewhat different, and that is the
necessary nature of taking the critical aspects of
what were proposed and di scussed over a period of
nont hs between all of those parties of that
st akehol der engagenent, and applying it to the current
exi sting statutory authority.

So we're inherently dealing with a
di fferent proposal because we're tal king about
nodi fying rul es under the existing statute as opposed
to nodifying the statute.

But additional changes to transfer
requi rements, nodifications to financial assurance,
I nactive well plugging, these are all issues that the
State and the G| Conservation Division have numerous
public presentations regarding, and our position has

been clear and quite detailed regarding the inactive
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wel | and financial assurance liability posed to the
State and the demands pl aced upon the current
recl amati on fund and avail able BIL funds.

So we do support sone formof the
current proposal, and we'll eagerly work with all of
the parties present in the case. W support this
going forward. OCD has reviewed the draft notice
presented by Western Environnental Law Center, and
provided sone initial, |ike, technical wording
f eedback. And we've also recently received sone
proposed edits and comments on that in a coment
form-- in aredline form But that is helpful from
| PANM

So given that there is sone additional
f eedback on that proposed notice, | am proposing to
the comm ssion that it mght appropriate to allow the
parties to consider that input, provide a deadline by
which the parties can submt a stipulated -- either a
stipulated notice or a stipulated prehearing order
such as we did during, you know, the last ruling that
I's currently underway, PFAS rul emaking, that is at the
pl easure or direction of the conmm ssion.

But | think those are alternatives that

will allowthe parties to work through some of the
procedural questions that were presented in the filing
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this morning IPANM  And | think that could be
processed rel atively quickly.

And the last thing that I will conmment
on is just as a procedural matter, OCD has proposed in
di scussion with all of the parties -- after discussion
with all of the parties, we had proposed April as a
potential rul emaking date, April 7th, or frankly
anytinme in April works for the division because of our
w tness and | egal resource availability after session,
we think that that would work. We do have sone
limtations in terns of May to push that out.

Critical staff will be out during that period of tine.

So in summary, we think that there is a
| ot of record and a |lot of history and a | ot of
engagenent here. It is critical, absent some change
during the legislative change, to address the
liability presented by the State of matters on the
ground in New Mexico and the current | anguage of the
rul es, and we support this rul emaki ng petition going
to hearing in April

MR. RAZATOS: Excellent. Thank you,

M. Tremai ne.
M. Fel dewert.
MR. FELDEWERT: Good norni ng,

M. Chair, menbers of the Conmm ssion. M chael
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Fel dewert representing the offices of Holland & Hart
on behal f of OXY USA, Inc. OXY does not take a
position on whether you should hold a hearing or not.
| do have sone comments, | guess, on the filing by
VELC on the proposed notice of hearing.

One woul d be a request that if we're
goi ng spend your tine and our time and all this noney
on any rul emaking, that if you're going to present a
technical wtness, the technical w tness be here so
that you can have nore effective exam nation of that
witness. So that would be ny first proposed
suggesti on.

Secondly, to avoid any surprise if we
do have a hearing, that not only technical testinony
and exhibits, but any exhibits that would be
consi dered nontechni cal, whatever that necessarily
means, that those exhibits be filed in advance of the
hearing, not on the day of the hearing.

We don't know what those exhibits would
be. Nobody wants to surprised. It's not too big of a
burden to ask sonmeone who wants to present
nont echni cal exhibits at the hearing to file them
ahead of time. W did that in the procedural order
for the PFAS rulemaking. | think it nakes a | ot of

sense.
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So if you're going to have a hearing,

those woul d be the two changes that | woul d suggest.

One, technical wi tnesses be here. [|I'mnot talking
about nontechnical, |I'm not tal king about public
comment. |'mtalking about technical w tnesses, that

they be here for effective cross-exam nati on.

And then secondly, that any exhibits
that you're going to -- people want to file, that they
be filed ahead of tine with the parties and the
Comm ssion so we have no surprise.

MR. RAZATOS: Thank you, M. Fel dewert.

And M. -- and | don't renmenber how you
pronounce it. M. Cloutier or Cloutier?

MR. CLOUTIER Cloutier, but |'ve been
call ed worse, so --

MR. RAZATOS: Okay. | apol ogize.

MR. CLOUTIER. No problemat all.

Good nmorning, M. Chair and nenbers of
t he Comm ssion. Andrew Cloutier of the Hinkle Shanor
firm representing the |Independent Petrol eum
Associ ati on of New Mexico. Like NMOGA, | PANM strongly
opposes the rule making on three primary bases.

First, I'mnot going to repeat
M. Suazo's comments about the needs for refinenment

and nore col |l aboration, but | fully agree with and
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| PANM adopts M. Suazo's comments by way of
suppl enment ati on.

My client was notified of the proposed
rul emaki ng about a week before the filing, and we
believe a true coll aborative process should not be
under the gun of a upcom ng hearing date, and the
conmm ssion should direct the parties to coll aborate
sonme nore before there's a filing.

We al so oppose on public policy
grounds, and thirdly, because the conm ssion | acks
statutory authority to enact many of these proposals.

That said, |'d |like to make sone
comments. M. Tremaine correctly states that | filed
t hi s norning, based on receiving on the eveni ng of
April 12th the anmendnents to the proposed notice of
hearing. 1'd like to nake sone comments about those
suggesti ons because | -- as indicated in the filing, |
woul d make ny comments here.

M. Tremaine identifies correctly that
there was house bill 133 before the recent |egislative
session which had the strong backing of the
adm nistration, it did not pass. While |IPANM believes
that its failure to be enacted into | aw conmbined with
the adm nistrative's efforts to get that bill enacted

into law is highly instructive on the issue of the
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conmm ssion's authority to enact the proposed
rulemaking. 1'd like to raise it for a nore practical
I ssue, which is the hearing date.

As M. Trenmni ne alludes, and | PANM
hears there's runors that sone version of house bil
133 may be submitted in the upcom ng | egislative
session. |I'mgoing to briefly share a screen with
you. This is the calendar of session dates on the
| egi sl ati ve sessi on.

And on April 11th is the last day for
t he governor to -- or | guess April 10 is her |ast day
to act on legislation. April 11th is the date that
unact ed upon bills becone pocket vetoed. So the
proposed hearing date is prior to what we will know
about the ultimate results of the upcom ng 60-day
| egi sl ati ve session, and the 20-day period there is
constitutional under Article 4, Section 22 of the
constitution.

So assunming the legislature's website
Is correct about the dates of the session, that is the
date for the so-called pocket veto, therefore, if the
comm ssion is going to nove forward with the public
hearing, which again, |IPANM disagrees with, but if it
does, the hearing should occur sonetinme after we al

know what we're dealing with in terns of |egislative
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hi story.
| don't have a crystal ball, but it's
very obvious -- or very easy to inmagine a scenario

where there is a reintroduction of sone version of

house bill 133 in the next session that sonme form of
that bill passes with anmendnents.
And given a bill that presents her with

some but not all of what she asks for or contains
provi sions that she may not have wanted, there's no
guarantee we're going to know by April 7th what the
governor has done with any bill that may alter the Ol
and Gas Act. So we submt that some | ater date at the
conveni ence of the parties would be nore appropriate.

We think that the notice of hearing,
and | provide specific language in nmy filing, ought to
contain a provision for concerning notions because as
| PANM bel i eves, and | think NMOGA' s al so suggest ed,
there's argunents about the Conmi ssion's authority to
enact sone or all of the proposed rul emaking.

We take issue with the legal authority
section and think it should be anmended. In
particular, it currently that the proposed rule is
aut horized, et cetera. W believe that it ought to
state "Applicants contend that the proposed amendnents

are authorized," because this comm ssion has not nade
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any finding that it has the authority to enact these
rules, and that issue will be disputed.

| agree with M. Feldewert's coments
about the testinony section. [|PANMis also
consi dering expert testinony, and so we wanted to make
clear that technical testinony includes expert w tness
testinmony. And we believe that there should be a
provision also that in the event -- especially in the
event of sone devel opnents in the 2025 | egislative
session, for good caution, witten testinony coul d be
revi sed, supplenented, or new testinony offered.

Finally, M. Beasley, | think,
articul ates sensible and prudential reasons for
subm tting nontechnical, nonexpert testinony in
writing, and | PANM agrees with this proposal. For
t hat reason, | PANM contends there is no good reason
for the oral coments section as witten by the
applicants, which they're proposing that anyone who
essentially shows up at the hearing can offer
testinmony to the Conm ssion.

Parties ought to be nmade to intervene
and present their witten nontechnical testinony in
advance. The Conm ssion should not get itself bogged
down with surprise testinony, which none of us nmay

anti ci pate.

Page 84

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



© 00 N oo o b~ wWw N

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

Addi tionally, | point that both on the
applicants' side and at |east two of the intervener's
si des, we've got nmenbership driven organizations.
don't think the conm ssion ought to be inviting us all
to engage in the gane of having our nenbers, their
enpl oyees, their friends, whatever, show up with
surprise testinony at the last mnute, and therefore,
| PANM has suggested a conpletely different ora
comments, which we'd be limted to traditional public
comment that is usual for this Conm ssion and nore
appropriate for a public body.

Wth that, thank you for considering
| PANM s comments, and we | ook forward to hopefully
wor king the parties on the rule before the conm ssion
consi ders any proposal. Thank you.

MR. RAZATOS: Thank you, sir.
Appreciate it.

Any ot her questions?

Dr. Anpomah, any questions?

MR. RUBIN:. Just one point of
housekeepi ng, M. Chair.

MR. RAZATOS: Yes.

MR. RUBIN:. Are there any other --

MR. RAZATOS: Sorry. Yes.

MR. RUBIN:. -- persons entering today
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that wish to offer comment on the proposed rul emaki ng?
Okay. Hearing none.

M. Chair, nmenbers of the comm ssion,
if I may, briefly try to advise the conm ssion on what
we' ve heard here. Yes, certainly the comm ssion, this
Is a proposed rulemaking. And M. Tremine has
accurately stated the concept that what is proposed
today, what is put out for notice, does not
necessarily need to be what is the final after a
heari ng.

The test is a |ogical outgrowmth. So if
you decide that what is being -- what is in the
petition is at least, as OCD has said, could be
t weaked, it could still go out for notice as is.

Now, the second point is if the
conm ssion does deem it prudent to initiate
rul emaki ng, | do suggest that pursuant to the rules
that we do have a hearing officer, and that would
certainly make for a much nore orderly procession of
this proceedi ng.

Now, as to the notice, there are a |ot
of things we can put in a proposed notice, such as
t hose i ssues of who can appear in person, who needs to
appear -- who can appear virtually. That could be

covered in the notice as well as what testinony needs
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to be filed or not filed ahead of tine.

| am m ndful of the Open Meetings Act,
but nmore inportantly, the public coment provisions of
the State Rules Act. And as |I'msure all the
attorneys here would acknowl edge, it is a gray area,
what is public coment versus what is even
nont echni cal testinony. This came up in the PFAS as
wel | .

And so we do have to be careful.
Limting people to pre-filings when they just want to
get up and say sonething m ght be an -- m ght be a
State Rul es Act issue. But again, this could all be,
in what |'m hoping would be a consensus notice or at
| east sonme consensus in a proposed notice that could
be presented to the conmm ssion at its next neeting.
Especially the hearing date, at least, of April 7th
meets sonme consensus by all the concerned parties.

As to the concern about timng this
with the legislature, certainly if there's |egislative
action that would obviate the need for any of this,
that would be a wonderful problemto have. And this
isn't |legal advice, but waiting for a legislator to do
sonet hing or not do sonething is a waiting-for-Godot
proposition, often waiting for a pocket veto, we do

know t hat our Governor Gisham does have deep pockets
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In that respect. But again, that is still
specul ati ve.

So | did not hear from any of the
parties here opposing the initiation of any specifics

as directed to the specifics rather of the strike

| i nes or proposed additions to the text. | supposed
those will be tackled as part of the hearing if the
conmm ssion sees fit. So the notice otherw se neets

the requirenents about the State Rules Act and the
comm ssi on rul es.

And again, | want to rem nd the
conmm ssi oners, you may have questions about this,
about the substance. | would strongly advi se agai nst
getting too nmuch into substance as there could be sone
argunment of prejudgnent. | think there are fol ks who
woul d want to show up for a hearing in April who would
want to hear everything the comm ssion has to say
about this.

So with that, | stand for any questions
by the comm ssion. And of course, the comm ssion can
ask questions of those parties appearing today.

DR. AMPOMAH. So | do have a question
for NMOGA and t hen | PANM

So you are opposing the comm ssion

setting up a hearing for this, but so were you invited
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to the table or you were not invited at all?

MR. SUAZO. Thank you for the question,

Comm ssi oner Ampomah. Well, | would need to confer
wth ny client on the exact timng. | guess what |
wll say is that | do take exception with OCD and

M. Tremaine's characterization that we were invol ved
in the devel opnent of the | anguage of these specific
rul es as proposed.

And | am aware that HB-33 has been
| oom ng out there. It failed to pass. | am aware
that these issues -- that the issues that the rules
concern are issues that the industry has been dealing
with for years.

But what | will say is that when it
conmes to the actual text that was submtted to the
conm ssion, that is not sonething that we feel that
NMOGA was involved in as nmuch as is practical and
prudent, and, in our mnd, essential so that the rules
that are ultimately adopted ultimately make sense for
the industry that actually has to abide by them

And | think that if you put rules in
front of the conm ssion that needs significant
nodi fication, ultimtely that |eads to a poorer
outconme rather than a positive outcone because at the

end of the day, we have to abide by the rules, and the
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comm ssion and the division have to enforce those
rul es.

So the better they are, the nore that
we ensure that they make sense upon subm ssion, that
t hey make sense for the industry, the better product
you're going to have. And that was not done here,
which is why there are problens and reservations with
t hese rul es.

You know, there's no magic with
adopting these rules on the tineframe proposed by the
applicant. It is highly likely that a version of sone
of these rules will be adopted by statute after the
| egi sl ati ve session next year.

And so what the comm ssion faces is the
prospect, and what the industry faces as a prospect,
and what the applicant faces as a prospect is if there
are statutes that are passed by the | egislature next
year, everybody's going to have to scranble to adjust
their reasons and expectati ons and the nuance of those
rules in the face of those adoptions when, in
hi ndsi ght, we'll have been working on this very
rul emaki ng may, in part, have been addressed through
t he statutes.

And so | think it is prudent for the

conmm ssion to proceed carefully and slowly, and work
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with and engage with industry so that we can do this
effectively and well, and not create additional issues
for ourselves just for the sake of passing
regul ati ons.

And | would rem nd this conm ssion that
many of these issues were addressed back in 2018.
There's plenty of testinony on stripper wells and
things of that nature and the inpact econom cally.
There was a robust record of the conm ssion assessing
these very issues.

This is just another bite of the apple
by the applicant, and they took that bite then, they
took that bite at the last |egislative session,
they're going to take as many bites at the apple as
they can in this upcom ng | egislative session. And
for purposes of this rulemaking, we're going to have
to deal with the fallout of whatever results, if
anything, but it's possible that sonmething wll.

And so if we have to scranble a nonth
roughly ahead of our hearing to adjust to what the
| egi sl ature has done, that kind of is a problemfor
everybody, and that's a waste of tine, resources,
effort, and energy, all of which are limted. So
pl ease keep that in mnd. Thank you.

MR. CLOUTI ER: M. Conm ssioner, the
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guestion was also directed at ne. Again, | will not
repeat M. Suazo's comments. | PANM was approached by
the applicants via email on June the 15th of this year
about the proposed rul emaking, and | believe it was
filed about a week | ater.

There was no substantive interaction
bet ween | PANM and t he applicants. W were presented
wth rulemaking and told it was going to be filed, and
we were graciously welconed to provide themwth
coments, but it was not -- we were not part of the
process of developing the rules presented to us as a
package, and filed very shortly after it was presented
to us.

DR. AMPOMAH: Then I'Il follow up to
the applicant, and then NMOCD. So they approached the
applicant, and then NMOCD taken to nmake sure that the
key stakehol ders, those are the conpanies that needs
to abide by these rules, nore or |ess, you know,
all owed to participate, you know, in the craft for
this rul emaki ng?

MS. BEASLEY: Thank you, Conm ssioner.
So our intent in reaching out was not for that to be
the sort of one and only opportunity to refine the
rules, to work together, to discuss the proposals. W

were hoping that would be the start of such a process.
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And |I''m not aware of any requirenents that we work
to -- you know -- with any particular other parties to
craft the | anguage prior to filing.

But it was very nuch our intent that we
woul d continue to do so and continue to refine these
provi sions and work together to try to find common
ground, narrow the issues, all of that, you know,
between filing and a heari ng.

And in particular, given that a hearing
woul d be now in the spring of 2025, if granted, that
was fully our intent fromthe start was that that
woul d just be initiation of what we hope would be a
nore col | aborative process, and not sort of
forecl osi ng anything further.

MR. TREMAI NE: Conm ssioners, Jesse
Tremni ne for OCD. So first, a clarification. | may
have m sspoke or | may have just sinply been
m sunderstood. |'mnot sure which. But | was not
intending to inply at any point that | had know edge
of NMOGA participating in the crafting of this
particul ar | anguage proposal.

What | said or what | intended to say
was that NMOGA was deeply and regularly involved in
t he stakehol der process, and that the proposal

presented by WELC represents a proposal which is
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squarely within the content and the substance of those
di scussions fromthat stakehol der process that gave
rise to the | egislative proposal.

So I am not aware of OCD having
provi ded substantive coment on the current proposal
I n advance of its filing. But we were all part of
that process starting in August or Septenber of | ast
year, | believe, running all the way through the
spring. So that was ny comment.

And in terns of the stakehol der
engagenent, | would say that | do agree that this is
sinply the initiation of what OCD identifies as a very
necessary and critical update to the referenced rul es,
and we wi |l endeavor -- early in the process to
continue to engage in that stakehol der engagenent.

So | anticipate many neetings between
all of the parties, exchange of additional red |ines.
OCD, in response to the petition, is already preparing
to recommend revisions to the proposal, which we've
shared with all parties. And we're pretty nmuch, in ny
opi nion, an open book as far as that goes.

We did not participate in drafting the
petition, so we haven't had those substantive neetings
with the industry stakeholders yet. W wll have

t hem
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MR. SUAZO. M. Chair, may | be heard
briefly? Sorry.
MR. RAZATOS: Who asked?

3

SUAZO. M guel Suazo.

MR. RAZATOS: Oh. |I'mtrying to | ook.
| apol ogi ze. Yes.

MR. SUAZO. No problem Just to kind
of harnoni ze what the applicant and OCD has said, and
specifically, I'd like to focus on the applicant. You
know, their purpose after filing is not to encourage
refi nenent and engagenent, and so on and so forth,
nodi fication of what they've proposed.

And the problemw th that, and let ne
just take one exanple. Applicant uses the term
"beneficial use" in their application. Beneficial use
is the rock upon which their application is built.

And as an environnmental and nore inportantly a water
| aw attorney, that creates problens. The term
"beneficial use" is used in the Gl and Gas Act and
the rules, but nowhere is it defined.

And as we know fromthe oil and gas
context, ternms of art are critical in any field of
| aw. And protection of correlative rights, prevention
of waste, those have a | ong body of case | aw behind

them Well, so does beneficial use. And benefici al
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use in the context of oil and gas is a very broad
term It's a very vague term And it runs the risk
of conflating two very clear and inportant sectors of
energy and environnental | aw.

And so if the applicant was truly
concerned about ensuring engagenent and refinenment, at
the very | east, they could have brought industry to
the table on the | anguage of these rules so that we're
not all faced with the next six, seven, eight nonths
of trying to hash this out and make sure that the
lines that currently drawn within the body of extent
| aw are not conflated and convol uted and confused.

So | can go on and on down the I|ist,
but 1've been asked not to go into depth by comm ssion
counsel. But again, these rules are half baked at
best and problematic at worst. Not just now, but for
the long term

And that is why NMOGA urges this
conm ssion to reject these rules, encourage applicants
to conme to the table with a serious proposal after
we' ve had the benefit of seeing if the legislature is
going to pass sonething that alters the contents of
these rules by statute so that we can actually cone
back and have an actual product rul emaking. So for

t hose reasons, | encourage the Conm ssion to reject
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the rul emaking at the very least at this tinme. Thank
you.

DR. AMPOMAH: Listening to all the
argunments, | still believe NMOGA still do have the
opportunity to provide input to this order or this
rul emaki ng. So you still have the opportunity. O her
than just saying we should nore or |less deny entirely
t he application, you still have opportunity to nake
sure your nenbers' concerns are nore or | ess addressed
in the final draft.

MR. SUAZO. And we're not saying we
don't have the opportunity. W're just saying the
opportunity is now in front of us and not sonething
that we're actually helping to put together
constructively. And | think that does make a
di fference when you're facing procedural schedul es,
lining up witnesses, navigating what the |egislature's
doi ng.

You know, everybody has comm tnents.
And so | think it's problematic under the
circunstances was ny point, not that we don't have the
opportunity to participate in the process,

Dr. Anpomah.
MR. RUBIN. M. Chair, nenbers of the

comm ssion, this isn't strictly |egal advice again,
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but in ny experience, |awers respond well to
deadl i nes, | awers respond well to hearing dates, and
so to the extent we want to spur the parties to get

t oget her and work out what they can work out, or
really it's what they can't, as Dr. Anpomah, you have
said, there is anple opportunity between now and Apri
to do that.

And | have not heard anything -- it
seens |ike there has been sone reaching out prior to
this petition. Again, so it is a long process, and as
|l ong as the final rule is a | ogical outgrowth of what
is in the notice, the state law is satisfied.

DR. AMPOMAH: So let ne ask. What
prevent us nore or less set in the ruling date after
the |l egislative session? Mre |like, let's say setting
the date after?

MR. RUBIN:. Conm ssioner Anponah and
menbers of the conm ssion, there is nothing that woul d
preclude you fromgiving nore notice, nore tine
through this rul emaking to proceed. The law only
gives constraints as to how little tinme. You know, 30
days typically is what the --

So what you are proposing is certainly

well within the commssion's ability to do. |[If you
want -- if you feel like it is prudent for this
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hearing to be set several nonths after the end of the
| egi sl ative session, that is certainly your
prerogative, and that is certainly well within your

di scretion.

DR. AMPOVAH. W | that be a problem
for the applicant?

MS. BEASLEY: We would prefer an April
hearing, but are of course anenable to whatever the
comm ssion ultimtely decides about the timng. Just
gi ven that we have already sort of noved this forward
to accommpdat e ot her things, we would of course prefer
April and feel that that is still anple tinme for the
refinement and col | aboration that we've discussed.
But, of course, we defer to whatever the conm ssion
deci des.

MR. RAZATOS: And |'mjust going to
i nterrupt. | apol ogize. There was concern that,
wel |, the governor has the pocket veto authority for
that particul ar week, which -- okay, whatever, she has
authority to be able to do that and that's her job.

Coul d we postpone it by a week and
start the 15th instead of the 7th? But would the
parties be am cable to sonething like that?

MR. RUBIN. Again, M. Chair, | think

the parties would probably want to get together and
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propose a notice.

MR. RAZATOS: Sure.

MR. RUBIN:. And everything would be
wr apped into what they would have in front of us for a
proposed notice including the hearing date, the
procedures for wtnesses, for pre-filings. It could
all be sonething we could see at our next neeting --

MR. RAZATOS: Okay. So --

MR. RUBIN:. =-- in the formof a notice.

MR. RAZATOS: Just to make sure |I'm
under st andi ng, your advice is let's just say yay or
nay whet her we want to have the hearing, and then they
can bring all that stuff to us?

MR. RUBIN. M. Chair, yes. What | am
saying is that you could vote today to initiate
rul emaki ng subject to the parties -- subject to
approval of a notice at the next neeting.

MR. RAZATOS: Okay.

MR. RUBIN:. | would strongly suggest we
get a notice out in some formby this comi ssion after
t he next neeting, but we would give the interested
parties opportunity to present that at the next
meet i ng.

MR. RAZATOS: OCkay. | just want to

make sure that we al so capture Conm ssioner Bl oom
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Were there any questions that you may
have had Comm ssi oner?

MR. BLOOM  Thank you, M. Chair. No,
| too was interested in these questions around an
appropri ate date and could sonething that happens in
the session realistically affect what m ght happen in
t hi s chanmber.

Ms. Beasley, | don't know if you want
to -- if you have any other thoughts on that, 1'd be
glad to hear them W' ve heard from | think, NMOGA
and | PANM on that. But if you have anything you'd
i ke to add?

MS. BEASLEY: Sure. | would say given
the sort of speculative nature of exactly what w ||
even conme up in session and even nore so the
specul ative nature of what will actually get passed,
even to these concerns about sort of having to
scranble or be prepared, | would think it better to
gi ve oursel ves deadlines, give ourselves these
paraneters and to be preparing in advance in the
I nstance that sonething isn't passed legislatively so
that we are not then scranbling to sort of cone up
with sonething and work out all of these procedural
details if sonething isn't passed that changes these

drastically while still |eaving roomfor anmendnent
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shoul d sonet hi ng get through.

But in terns of that sort of causing a
scranmble to prepare should sonething pass, | think
t hat one could argue that there would be a scranble if
it didn't as well, and, if anything, | think that this
woul d allow the parties to prepare nore thoroughly for
what ever may happen, and then adjust as needed if,
say, the scope gets significantly narrowed by
sonet hing that were to cone through the | egislature.

It's unlikely that sonething would go
t hrough that woul d broaden the scope significantly.

MR. RAZATOS: Thank you. Any other
question, Conmm ssioner Bl oonf?

MR. BLOOM No, that's it. Thank you.

MR. RAZATOS: Okay. So Conmi ssioners,
| guess it's the question do we want to proceed with a
rul emaki ng?

MR. BLOOM M. Chair, | believe we
shoul d proceed with rulemaking, and I like M. Rubin's
suggestion that we entertain specific dates
potentially at our next neeting, but sonmetine in the
future.

MR. RAZATOS: Ckay. Thank you.

MR. RUBIN:. So as | understand it from

Conmi ssi oner Bloom a notion is to initiate rul emaking
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and to approve a proposed notice at the next neeting
t hat woul d enconpass the concerns.

MR. RAZATOS: Okay. So that was the
noti on. Do we have a second?

MR. RUBIN. M. Chair, did you nake the
not i on?

MR. RAZATOS: Oh, I'msorry. Well, |
t hought you were making the notion.

MR. RUBIN:. Onh, | can't make it.

MR. RAZATOS: Well, | was -- that's why
| was wondering. | was like, "Oh."

MR. RUBI N: No, | state the nmotion, and
then | hope that one of nmy clients says, "So noved."

MR. RAZATOS: Okay. So noved.

DR. AMPOVAH:. Yeah, so noved.

MR. BLOOM 1'Ill second.

MR. RUBIN: And can we have a roll call
vote, please?

MR. RAZATOS: COkay. Conm ssioner
Bl oonf

3

BLOOM  Approve.

3

RAZATOS: Dr. Anpomah?
DR. AMPOMAH:  Approved.

3

RAZATOS: And | approve as wel |.

3

RUBI N. Ckay. Anything further
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fromthe parties?

MS. BEASLEY: No, thank you, and we
| ook forward to follow ng up about the notice.

MR. RUBIN:. Thank you.

MR. SUAZO. Not hing further. Thank
you.

MR. RUBIN. M. Chair, do you want a
brief break, or should we nove right to itemthree,
which is, | believe, a hearing?

MR. RAZATOS: | was thinking maybe we
take a ten-m nute, and we can go fromthere,
so -- thank you, everybody.

(OFf the record.)

MR. RAZATOS: Qur next case is case
number 24594, application of Targa M dstream Servi ces,
LLC for authorization to inject in Lea County, New
Mexico. Are all the parties present?

MS5. HARDY: Yes, | believe so.

MS. SENI NGEN:  Yes.

MR. RAZATOS: Excellent. Geat. So
Ms. Hardy, we will start with you.

M5. HARDY: Thank you. |'m Dana Hardy
with Hi nkl e Shanor on behalf of Targa M dstream
Services, LLC

MS. SENI NGEN: H, nmy name i s Anna
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Seningen, and |'mrepresenting the O Conservation
Di vi sion today along with Jesse Tremai ne, the OCD
| egal director, who's here to help ne if | need it.
MR. RAZATOCS: Excel | ent . Ms. Seni ngen,
t hank you. You'll do good.
M5. HARDY: And Comm ssioners, woul d
you like me to provide a brief opening?

MR. RAZATOCS: Pl ease, go ahead,

Ms. Hardy.

MS5. HARDY: Well, thank you all for
your tinme. In this case, Targa seeks authorization to
I nject treated acid gas, which we will refer to

periodically as TAG fromits Copperhead gas
processing plant into the proposed Copperhead AG
number one well. That well will be located in section

13, township 24 south, range 32 east in Lea County.

The well is in an underground injection
control class 2 well. The well wll be a verti cal
well. We've provided the footages and the location in
our exhibits. It will inject TAGinto the Devonian 31

Upper Silurian Wisten and Lower Silurian Fussel man
formations at a depth of approximately 17,299 feet to
18, 689 feet.

The well's proposed maxi mum daily

Injection rate is 26 mllion standard cubic feet per
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day, and the proposed maxi mum surface injection

pressure will be approxi mtely 3,460 pounds per square
i nch.

As we will show in our testinony and
our exhibits, the well, as proposed in the C-108, wll

not cause waste, inpair correlative rights, or harm
public health or the environment, including through
the risk of induced seismcity. And in addition, the
well will facilitate the sequestration of TAG and CQO2,
which is in the public interest.

And | will add that OCD has proposed
permt conditions here. And as M. Eales wll
explain, Targa has agreed to those proposed permt
conditions. So Targa's application for the well is
reasonabl e, conports with the requirenments of the Ol
and Gas Act, and we would ask that it be approved.

MR. RAZATOS: Thank you.

Ms. Seni ngen.

MS. SENI NGEN: Yes. May we nmke an
openi ng statenent?

MR. RAZATOS: Pl ease.

MS. SENI NGEN: Good norning, M. Chair
and comm ssioners. M nane is Anna Seni ngen, as |
have previously introduced nyself, and I am here with

Jesse Tremai ne, the OCD | egal director, and he's going
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to help nme as necessary. | would like to briefly

sunmari ze the OCD s case today.

Division will present one w tness,
M. MIIion Gebrem chael. In addition, the division
wll present two exhibits. One will be the conditions
of approval, and the other will be the resune of

M . Gebrem chael

The di vi sion supports the approval of
the well subject to the inclusion of the permt
conditions identified in Exhibit 1, and the
I ncorporation by reference the contents of the C-108
form application submtted by Targa for this case.

The division's purpose is to conserve
oil and gas, prevent waste, protect correlative
rights, protect public health and the environnent, and
protect sources of drinking water. Thank you.

MR. RAZATOS: Excellent. Thank you,
Ms. Seni ngen.

So Ms. Hardy.

M5. HARDY: Thank you. Targa's first
wtness is M. Mtthew Eal es.

MR. RAZATOS: And we need to swear him
in;, correct?

MR. RUBIN. Sure. | will swear in the

W t ness.
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MR. RAZATOS: Okay.
MR. RUBIN. M. Eales, you've raised
your right hand.
VWHEREUPOQON,
ROBERT MATTHEW EALES,
Call ed as a witness, and having been first duly sworn
to tell the truth, the whole truth and nothing but the
truth, was exam ned and testified as foll ows:
MR. RUBIN:. You are so duly sworn.
Proceed, Ms. Hardy.
M5. HARDY: Thank you.
VO R DI RE EXAM NATI ON
BY MS. HARDY:
Q Can you pl ease state your full name for the
record? Can you turn on your m crophone?
A There we go. Robert Matthew Eal es.
Q M. Eales, by whom are you enpl oyed and in
what capacity?
A Targa Resources as the vice president of
regul atory affairs.
Q What are your responsibilities in that
position?
A ' mresponsible for the permtting of and
conpliance with AG s.

Q Have you previously testified at a
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conm ssi on hearing?

A Yes.

Q Can you please briefly sunmarize your
educati on and professional experience?

A Yes. | have a master's degree in
envi ronment al engi neering from University of Kansas,
26 years of oil and gas experience in international
and donestic roles, primarily in environnent and
heal th and safety, and nost recently five years
wor ki ng the state of New Mexico and our operations and
m dstream operati ons.

M5. HARDY: Based on M. Eales'
qualifications, | would request that he be qualified
as an expert in environnental engineering.

MR. RAZATOS: If there's any concerns?
None? Ckay.

MS. SENI NGEN:  No objection.

MR. RAZATOS: Excellent. Thank you.

MS. HARDY: Thank you.

| NATI ON
BY MS. HARDY:
Q I would like to share our hearing exhibits
so we can go through them So |let me share ny screen.
M. Eales, can you see the screen that's in front of

you? |s that turned on?
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A No. Just show ng the sane inages.

Q Okay.

A Yeah.

Q Can you see the exhibits now?

A Yes.

Q Okay. M. Eales, can you please -- let ne
just get to it -- identify the docunment that is marked

as Targa Exhibit A?
(Targa Exhibit A was nmarked for
I dentification.)
A That is our C-108 application and the

heari ng exhi bits.

Q And are these docunment true and correct
copi es?
A Yes.

Q And let me just go to the C-108. Did Targa
retain New Mexico Institute of M ning and Technol ogy,
which I'Il refer to as New Mexico Tech, to prepare its

C- 108 application?

A Yes, we did.

Q And were you involved in that preparation?
A Yes.

Q And wi Il other w tnesses testify here today

regardi ng the content of the C- 1087
A Yes.
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M5. HARDY: Conmi ssioners, just so |
don't forget later, I'd |like to nove the adm ssion of
Targa Exhibit A, which is the hearing application, and
the attached C-108.

MR. RAZATOS: Any objections?

MS. SENI NGEN: No obj ecti on.

MR. RAZATOS: Submtted.

M5. HARDY: Thank you.

(Targa Exhibit A was received into

evi dence.)

BY MS. HARDY:

Q Let's next go to Targa's hearing
presentation, which hopefully this isn't making people
dizzy. I'malnost there. GCkay. Can you see that,
M. Eal es?

(Targa Exhibit B was marked for

I dentification.)

A Yes, | can.

Q Okay. Okay. And can you please identify
t his docunent?

A Yes. That is our hearing presentation for
t oday.

Q And were these slides prepared by you or
under your supervision?

A Yes, they were.
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Q Ckay. And here on slide 2, this is

outlining Targa's presentation and w tnesses today;

correct?
A That is correct.
Q Ckay. So you will provide the overal
I ntroduction, and then M. El-Kaseeh will provide the

site geol ogy and hydrogeol ogy and the dynani c
reservoir sinulations, and M. Ragsdale will provide
t he wel |l bore design?

A Correct.

Q Okay. Thank you.

Let's first |ook at the overview of the
Copper head area and slide nunmber 4. Let ne just
shrink this down a little bit. Can you pl ease
sunmari ze or describe the information provided on that
slide?

A Yes. This slide is denponstrating the -- the
grom h that we have seen to date and antici pated
growh for gas and oil volunes, to the right being the
gas. You'll see that we've seen a 17 percent
cumul ati ve annual growth rate. Can expect that to
continue growng at least at 6 percent from-- from
here.

So basically, it's just showi ng what -- what

nost know, and that the oil and gas production
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Is -- 1s grow ng in southeast New Mexi co.

Q And does this slide support Targa's need for
this well?

A Yes.

Q Look at the next slide, slide 5. Can you
descri be generally the well |ocation?

A Yep. So the proposed well that we're
calling Copperhead AG is | ocated about 25 m | es west
of Jal, New Mexico. Again, in the southeast New
Mexi co corner

Q And is additional natural gas treatnent
capacity necessary in this area?

A Yes, it is.

Q Can you describe the information shown on
slide 6, which involves the Copperhead gathering and
processi ng needs?

A Yes. So the -- the image on the left shows
the gathering systemthat exists for Targa. You'll
see Roadrunner and Carlsbad, Red Hills plant, and then
Copper head about 5 mles west of Red Hills, down into
plants in Texas on Bull Mwose and Wldcat. So it's

just showing this particular area and the growth we

anticipate. And you'll see the gathering lines are
not as preval ent around Copperhead, but wll be
gr ow ng.
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And then to the right is our expectation for
growt h and takeaway need for TAG specifically related
to this well that we're requesting. W' re expecting
to see 10 mllion cubic foot per day within the first
year of plant operations and stabilizing with
potential growth at the upside with the -- the brown
dotted I|ine.

Q And does Targa require additional injection
capacity to neet these --

A Yes, it does.

Q Wth respect to the environnental benefits
of TAG injection, can you please summari ze those?

A Yep. Yeah, so the advent of TAG injection
cane from protecting the environment where
historically sour gas, it's a mx of H2S and CO2, was
flared at sites, which creates a -- a | arge anmount of
sul fur dioxide, and it's sonething that -- of course
one of the critical air pollutants wth EPA.

So there was a conversion to injection of this
TAG 15, 20 years ago and naybe a little bit beyond
that in other countries, where you're taking that from
the atnosphere and injecting it into the formations to
elimnate that flaring and creation of SQO2.

Q And wi thout an AG well, how would oil and

gas operators treat their sour gas in the field?
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A Yeah, it would be flaring.

Q Does the injection of TAG elim nate
flaring -- elimnate or reduce flaring at the plant as
a control for sulfur derived fromthe processing of
sour gas?

A Yes, it does.

Q And does injection into an AG well reduce
the need to vent CO2?

A Yes, it does.

Q WIIl the injection of TAG here m nimze CO2
em ssions fromthe plant?

A Yes, it wll.

Q In your opinion, will there be environnental
benefits if Targa is authorized to inject TAG into the
Copper head AG nunber one wel | ?

A Yes, certainly.

Q W Il Targa conplete an H2S conti ngency pl an
bef ore commenci ng injection?

A Yes, we wll.

Q And in your opinion, will Targa's H2S
contingency plan conply with all of the requirenents
set out in part 11 of 19.15 NMAC?

A Yes, it wll.

Q Okay. M. Eales, have you reviewed OCD s

proposed permt conditions?
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A Yes, | have.

Q And |I'mgoing to pull those up. And I
believe they are Exhibit 1, and they are attached to
OCD s prehearing statenent.

(OCD Exhibit 1 was marked for
I dentification.)

You' ve revi ewed those conditions?

A Yes, | have. Yes.

Q Ckay. And does Targa accept those
condi tions?

A Yes, Targa accepts those conditions.

Q Ckay. Thank you. Go back nmonmentarily
to -- trying to get ny screen to go back to ny
exhibits, but it's -- there we go.

Okay. So M. Eales, let's go next to our
notice information that we provided in this case. Can
you please identify Targa Exhibit C?

(Targa Exhibit C was marked for
i dentification.)

A Yes. These are the notices that we provided
for the regulation.

Q And did those include our hearing notice
| etter, the certified nmail receipts, and a chart
listing the parties?

A That's correct.
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Q And was notice of this hearing provided to

all effected parties?

A Yes, it was.
Q In conclusion, M. Eales, in your opinion,
wll the ability to inject treated acid gas into the

well result in nore efficient operation of the plant?

A Yes.

Q And in your opinion, wll Targa's proposed
met hod of di sposing of TAG protect public health and
t he environnment?

A Yes, it wll.

Q And will it prevent waste and protect
correlative rights?

A Yes.

Q Thank you.

MS. HARDY: Comm ssioners, | would npve
the adm ssion of Targa Exhibits B and C because |
don't believe | did that previously.

MR. RAZATOS: Any objections?

MS. SENI NGEN: No objection.

(Targa Exhibit B and Targa Exhibit C

were received into evidence.)

MR. RAZATOS: They're so submtted.

M5. HARDY: Thank you. | have no

further questions for M. Eales. He's available for
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Cross-exam nati on or questions fromthe conm ssion.

MR. RAZATQOS: Good training

opportunity, so we'll just give them a second.

MS. SENI NGEN: One nonent, pl ease.

MR. RAZATOS: No problem Ms. Seningen.

CROSS- EXAM NATI ON
BY MS. SENI NGEN

Q Sorry about that. Okay. So | would I|ike

to -- you nentioned OCD Exhibit 1. | would like to

direct your attention that, on nunber 18, it requires

a redundant well. We were wondering about your

operational plan and intent of the redundant well.

A Yeah, we do intend to neet the requirenents

of nunber 18 to permt a redundant well. That woul d

allowus, if there was a need for the redundant well,

to drill quickly.

Q As you sit here today, do you have an

I ntended depth for that well?

A No. The thought, very early thought right

now, would be a DMG well to be able to be i
simlar property, stay within our property

'cause we do have state land to the north,

n the
boundari es,

and it's

best just to stay there. So if that were to be

drilled, we would have the Sil uro-Devoni an,

st acked DMG.

and then a
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MS. SENI NGEN: No further questions.

Thank you.
MR. RAZATOS: Thank you, Ms. Seningen.
MR. RUBI N: If | may, any redirect,
Ms. Hardy?
M5. HARDY: No, thank you.
MR. RUBIN: Okay.
Dr. Anmpomah?
DR. AMPOMAH. Thank you.
M. Eales, so I"mjust follow ng up
with the redundant well. You said it's going to be in

the DMG and then the Devonian. So can you really
clarify, are you still in the preparation node?

THE W TNESS: Yeah, | probably didn't
state it clearly. This one -- this AG nunber one
that we're applying for is for the Siluro-Devoni an.
The redundant well that we intend to permt as part of
nunber 18, at this point, it's looking |like a DMG for
that well would be the -- the intent.

DR. AMPOVAH: Yeah, because | was
wondering if you are going to go back to the Devoni an,
then ny question is how far would your redundant well
be away fromlet's say the injection well? But --

THE WTNESS: It's a good questi on.

It's alittle early at this stage, but we're | ooking
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at -- this well is on the east side of the property,
nunber one. The second would be on the west side of
the property. That's about 1600 foot to the west of
this existing well. O this -- this well that we're
here for.

DR. AMPOMAH: Ckay. So can you tell
the comm ssion the current gas production nore |ike
the TAG com ng fromthe Copperhead facility right now?

THE W TNESS: Right now, it's all a

envisioned facility. |It's a facility that is
currently a large conpressor station that wll be
growmng into a larger plant. So we do expect to see

on the slide that | covered, | think the TAGis
12 -- 12 million. Let ne |look at that real quick.

DR. AMPOVAH: Page 67

THE WTNESS: And that's within the
first three years with potential of 25 mlIlion, but 12
mllion for what we foresee in the future for the
first three years.

DR. AMPOMAH:  Okay.

THE WTNESS: This -- this well is
I ntended to be permtted and -- and drilled
proactively to be well in advance of bringing the gas
to the plant that's also would be built at the sane

time. O enlarged was the proper word.
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DR. AMPOMAH. So if your initial
estimate i s about 12,000 MCF today for a period of
about three years, then why is Targa requesting 26, 000
MCF?

THE W TNESS: Then it would be to
anticipate the growmh that we expect to see in that
ar ea.

DR. AMPOMAH: Thank you.

THE W TNESS: Yes.

MR. RAZATOS: Conm ssioner Bloom did
you have any questions?

MR. BLOOM No questions. Thank you.

MR. RUBIN. M. Chair, | ask that
this -- unless there's anything further fromthe
di vision? One |ast question?

MS. SENI NGEN: No, thank you.

MR. RUBIN: | ask that this wtness be
excused.

MR. RAZATOS: So excused.

Thank you, M. Eales.

M5. HARDY: Thank you.

Targa's next witness is CGeorge
El - Kaseeh.

MR. RUBIN:. M. El-Kaseeh, could you

rai se your right hand, please?
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VWHEREUPON,

GEORCGE EL- KASEEH
Called as a witness, and having been first duly sworn
to tell the truth, the whole truth and nothing but the
truth, was exam ned and testified as foll ows:

MR. RUBIN:. You are duly sworn.

Proceed, Ms. Hardy.

M5. HARDY: Thank you.

VO R DI RE EXAM NATI ON

BY MS. HARDY:

Q Can you pl ease state your full name for the
record?

A My nane is George El-Kaseeh.

Q And is your m crophone turned on?

A Yeah. |Is this better?

Q That's better.

M5. HARDY: There's --

MR. RAZATOS: Ms. Hardy, there's sone
feedback as well. Can we just have the nenbers on
Teans please to nmute thensel ves? Thank you.

Go ahead, Ms. Hardy.

BY MS. HARDY:
Q Can you state your full nanme again,
pl ease - -

A My -- ny full nanme is Khadir George
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El - Kaseeh.
Q

capacity?

A

Recovery Research Center.

Q
position?
A

well, I'm

| ead the technical teamto support the industry and

the chall enges and anything that -- that require.
Q Have you previously testified at a
conm ssi on hearing?
A No.
Q Can you please briefly sunmarize your

educati onal and professional background?

A | have bachelor's degree in electrical
engi neering. | spent 20 years in the industry with
Schl unberger. | started offshore, working offshore in

the Gulf of Mexico, Caribbean, and South Anerica where

| was a teamlead on -- in -- on data processing,

seism c data processing, and -- and quality control.
| spent -- like |I said, | spent 20 years

Schl unberger. M | ast position was -- with

Schl unberger carbon services as the gl obal nonitor and

And by whom are you enployed and i n what

' m enpl oyed by New Mexico Tech Petrol eum

What are your responsibilities in your

My -- | amas -- a research engineer. As

a section head for the industry service. |
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sei sm ¢ manager for Schl unberger carbon services. |
left in 2017, and | joined in New Mexico Tech's

Petrol eum Recovery Research Center in Novenber of

2017, and |'ve been there since then.
Q Thank you.
MS. HARDY: Based on M.

educati on and experience, | nove that he be qualified

as an expert in geophysics and subsurface project

managenent .

MS. SENI NGEN: No objecti

MR. RAZATCS: He is so entered.

M5. HARDY: Thank you.
DI RECT EXAM NATI ON
BY MS. HARDY:

Q M. El-Kaseeh, let's | ook at your slides.
And so we'll start with the site geology review. Can

you pl ease explain what is shown on slide 8?

A Yes. So --
Q If you -- can you speak a litt

for the court reporter?

A Sure. Yes, so typically when we -- when we

make t he geol ogi cal nodel, we al ways --

the wells -- offsets wells around us. And this -- and

this slide shows the well within two-m |l

the small circle if a half a mle radius that -- the

El - Kaseeh' s

on.

le bit slowy

al ways exam ne

e radius. And
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table -- and the top table shows the two wells that

are within the half a mle radi us.

One of themis -- is actually SW wel | that
was permtted but not drilled. And the -- according
to all our research, the -- the permt has expired.
The second well is -- was drilled in 1957 for

producti on, however, it was plugged the sanme year.

And you can see within the -- with the
mle -- one-mle radius, you have several or so
well -- gas -- oil and gas wells. And in the -- in

the two-mles radius, there's sonme nore wells there.
W -- we just take the -- that into account when we
bui | d our nodel .

Q So is it correct that no wells produce from
t he proposed injection zone anywhere within the
two-m | e radius?

A That is correct.

Q Okay. Look at your next slide. Can you
explain what's shown here in slide 9?

A Yes. This is -- this is actually the -- the
Copperhead is -- is in the Delaware Basin, which is in
the Greater Perm an Basin. The units were divided
with the Tobosa Basin. The geol ogical nodel is based,
of course -- we -- we used the available well | ogs

fromthe area as well as we licensed sone 3D seismc
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t hat covered that area, and that's how we built the
nodel based on the geol ogy and based on the well | ogs
and the seism c data.

Q Can you pl ease explain what's shown on slide
10, pal eography and depositional environnents?

A Yeah. So again, this is the -- basically
what -- what we were |ooking at. It's -- it's
described as -- the -- the Copperhead area is
descri bed as a shallow water, high energy carbonate
pl atform

Q And what is shown on this slide, slide 11?

A Ckay. This is -- this is consists of
the -- we -- where we -- where we can see we were
trying -- we -- this defines basically the confining
zone as well as the injection -- injection zone. CQur

i njection zone is consists of the Siluro-Devoni an,
which is -- Siluro-Devonianis -- is the -- the
Thirtyone, as well as the Wisten. And also it

I ncl udes the Fussel man, which is about 1380 feet in
t hi ckness.

And we have the confining zone, which is our

primary -- our primary cap -- caprock or -- or seal
is -- is the Whodford Shal e, which is approxi mately
480 feet -- I"'msorry, 180 -- 140 to 180 feet. Then
al so we have this -- our secondary -- secondary
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caprock or -- or seal, which is -- which is the
Barnett Shale as well as the M ssissippian Linestone.
The total caprock we have or the seal is about 780
f eet.

Q And based on your analysis, is this an
appropriate injection zone for the AQ ?

A Yes, because of the -- the -- yes,
the -- because of the porosity and perneability, the
caprock has very negligible porosity and perneability,

whi ch constitutes a good caprock.

Q And can you explain what slide 12 shows,
pl ease?
A Okay. So we obtained -- we obtained wells

fromthe area, of course. And this shows, again,
shows how the thickness of the injection zone, which

i s about 1380 feet, that include the Thirtyone and the

Wisten, as -- as well as the Fussel man.

And the confining of, like |I said, the 780
feet. The -- you see on the -- on the graph, you see
the -- the AG one well. To the left of it is -- is

the gamma ray curve. Then to the right of it is the
porosity curves that we -- fromfive wells. And this
is what we used to -- to derive our porosities.

Q And what it shown on slide 13 regarding the

petrophysi cal properties?
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A Okay. So again, this is the -- the closest
well we can find with deep bl ocks that we can use was
about 4.4 mles, the Cyclone Federal. So the mpjority
of the porosity as you see, it's -- it's highlighted

in yellow And it could be fractured here.

Basically it -- it's -- that's where
that -- the -- the secondary porosity conmes from
Maxi mum - - maxi nrum porosity in -- in the injection
zone is -- is 10 percent. The Wodford M ssissippi ans
have -- other confining zone, and they have negligible
porosity.

Q And what is shown on slide 14, please?

A This actually represent the boundaries for
the seismc data we've -- we've licensed to -- to
build -- to help us build our nodel.

Q And can you explain the seismc

I nterpretati on shown on slide 15?

A Okay. Yes. So these are -- this
interpret -- we interpreted different -- different
hori zons. This represent the top so that -- the
Fussel man, of course, and you see the Sil uro-Devoni an
over there as well as -- as the Barnett Shal e, which

is part of the caprock.

And this -- this was interpreted, of course,
using the well logs and -- and the 3D seismic that we
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li censed fromthat area. And again, the thickness of
the -- of our injection zone is approximtely 1380
feet. And our -- our caprock is about 780 feet with
| ow porosities and perneability.

Q And let's | ook at slide 16. Can you explain
what that slide shows regarding faults?

A Okay. So what we -- when we build the nodel

and we -- we | ook at the well |ocation and we explore
around the well, of course, to identify any faults
within the area. Based on our -- based on our

i nterpretation fromthe seismc, we identified
two -- two faults with mnor -- with m nor
di spl acenent.

They passed through our -- basically in the
area where we are -- we are looking at. And | don't
think -- the well -- there's a well to the northeast.
It's about 4.88 mles to -- fromour well. The one to
the southwest is, what, 1.55 mles to the -- to the
sout hwest of us.

Q Do these faults create and concerns
regardi ng the proposed injection into the Copperhead
AG ?

A Based on our analysis, no, and we -- as you
can see in the -- in the comng slides, we have done

sone anal ysis. But based on our analysis, no.
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Q What is shown on slide 17, please?
A Again, this is -- this is we
interpreted -- we interpreted, of course, for the tops

here, split until we can have a better view. And we

overlaid our -- we overlaid the two faults. |If you
see the one on the north -- basically north to
nort heast, and the one in south -- south west, we want

to see how they are represented on the tops of
our -- of the confining zone.

This is basically the confining zone. As
you see on the bottomrighthand side, it's the
Woodf ord Shale. And then you have the M ssi ssippi an
Li mestone and the Barnett Shale. Again, they conbine
to be about 780 feet in thickness.

Q And wi Il these confining |ayers act as a
geol ogi ¢ seal that prevents the mgration of TAG
outside of the injection interval?

A Yes. Based -- based on -- on the val ues of
the porosity and the perneability, yes, they do what
constitutes a good seal and good caprock.

Q And what is shown on slide 18, please?

A The -- again, thisis -- this is
i nterpretation of our injection zone. And you
can -- you can see the Siluro-Devoni an, and you can

see al so the Fussel man formati ons. Basically, this is
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the top. We just want to show them separately.
Q And what is shown on slide 19?
A Okay. So one of the things we -- we

consider also is what we call mcro seismcities, or

I nduced seismcity in the area. This -- this slide
shows the -- the -- what we -- what we |ike to cal
stations. They're -- they're seisnoneters or -- or

geophones that were installed and nmai ntai ned by New
Mexi co Tech Sei snol ogy Observatory.

And this is within 10 -- this is 10 and 20
mles, | believe. Yes. The stations -- and these
stations are nonitored in real tinme, and the data is
freely available. Hi storical data and actual real
tine data is -- is avail able.

Q And | ooking at slide 20, can you descri be

the seismcity within 20 mles of the Copperhead AG

site?

A Yes. So we | ook -- we |ooked at sone
hi storical data to see if -- if any induced
seismcity, you know, happened within -- within the

past few years. And what we find out the

cl osest -- the closest event was about magni tude of 2.
Cl osest to AG well was magnitude of 2. It's
about -- about -- over -- little bit over 8 mles away
from us.
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But if you can see that nobst -- nost of the
events are clustered in the southwest part of

the -- of this -- of the graph. And that's about 20

mles away fromwhere our well is. And they are
three -- and they are three -- magnitude of 3 and
bel ow.

Q Do these findings create any concern

regarding injection into the proposed well?
A No. Not based on our anal ysis.
Q Were these slides that we've just discussed

prepared by your under your direct supervision?

A Yes.

Q And are they true and accurate?

A Yes.

Q Let's | ook next at your reservoir dynam c
simulation. In looking at slide 22, is this a summary
really of what -- of the requirenents that apply to
Targa as well and how it will neet thenf

A Yes. Well, going back to what the -- |
mentioned earlier, this is that -- that -- of course,
thisis -- we -- we do on the study and nmake sure that
we comply with the New Mexico rules. And -- and
we -- to prevent waste, of course, and will protect
the correlative rights. And also, we -- we prevent

any harmto environnment and we protect the source of
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drinking water. Yeah.

Now, specifically what we wanted to prove
here is the Siluro-Devonian, what our injection zone
can take the 26,000 -- the 26 figure that we are
asking for or requesting, and keep it in -- in the
ground safely. And also, we want to make sure that we
are operating at or below the maxi nrum surface
I nNjection pressure that's approved by the conm ssion.

And our injection aim of course, to -- we
want to get rid of the waste to protect the
envi ronment .

Q And were you involved in preparing the
reservoir dynamc sinulation for this well?

A Yes.

Q Okay. Can you pl ease descri be the nodel ?

A Okay. So when -- when we do the sinulation,

the sinmulation aims to -- to identify the behavior of
the -- of the TAG prove if you like. And for -- for
us to build the nodel, we take into -- we take into
account, of course, the -- the conposition of -- of
our TAG.

In this case, we have 70 percent of CO2 and

30 percent of -- of H2S in this case. And al so, we
want -- we -- we are going with sinulated for 60
years, starting 2025 till 2028 -- 85. And that
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I ncl udes 30 years of injection and 30 years
post -- post of injection. OCkay.
Agai n, we want to make sure that we are

performng the -- the 26 SFDis -- is -- we're
keeping -- we're staying within the maxi muminjection
pressure at the one head. And the injection zone,
again here, is about 1380 feet. This is -- we -- this
Is -- and you can see the confining zone overlay the
Woodf ord and the Barnett at about 780.

Q In | ooking at slide 24, what are the
petrophysi cal paraneters of the nodel ?

A Ckay. So these are the -- the porosity and
perneability are derived either fromthe literature or
the literature and the core -- core reports. 1In

our -- in this case, we wanted to show that the

maxi mum perneability here for our injection zone

Is -- is the percent, of course.
And we want to show that -- we're show ng
here that the -- the |l ow perneability and porosity for

our confining zone, which constitute a good caprock.
And as you see on the righthand side, the bottom

ri ght hand side where it identify which formation is
seal and which formation is our injection zone, and
the correspondi ng perneability and porosity.

Q M . El -Kaseeh, can you pl ease explain what's
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shown on slide 257

A Yes. So this -- when we -- when we do the

sinmulation, we build the certain nodel. And
our -- this is basically the nodel dinensions. So our
nodel di nensions here is about -- the nmodel is close

to 10 square mles. And the nunber says, as you see
on -- on this, is over a mllion cells. And the cell
size is 100 feet by 100 feet.

Q Ckay. Then | ooking at slide 26, nodel
initialization, can you please describe what's shown
t here?

A Ckay. So there is -- when -- when we
do -- when you do the -- the sinulation, you take into
consideration two things. One of the things
you -- you take, of course, is -- is the bottom hole
pressure. And this well head pressure. And also, you

take the tenperature. And the tenperature here,

we -- we obtained the tenperature, of course, from
the -- fromthe literature.
Al so, we assune -- in our -- in our

simul ation, we assune in the reservoir that we

have -- we have conpletely 100 percent brine. That's
why you see the value of nunber 1, which is saturated
water. Then we have the saturated water, which is we

call SW, and what they call -- refer to as a
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reduci ble. This basically neans that we have 45
percent of that space to inject the TAG

Q And what is shown regarding the node
initialization on slide 27?

A This is al so another paraneter that we put
in our -- in our simulation, and -- which is the
salinity in the area. So what we did is we | ooked
around, we took about -- we took 11 m | es radius
around us, and we identified three different wells.
And we took the salinity fromeach well. And we
averaged it out. That was an input to the nodel. One
of the inputs into the nodel.

Q And then what were the sinulated injection

paranmeters as shown on slide 28?

A Yeah. So the simulation injection
parameter, this is -- this represent actually
the -- the calculation for the maxi rumwell head
pressure. And it -- it was cal cul ated based on
point -- 0.2 gradient.

And also this -- also the calculation for
the -- for the maxi mum bottom hole pressure, and which
I's cal cul ated decimal point six -- 0.65 gradient. W
need to keep the pressure -- the bottom hole pressure

at 90 percent of the formation fracture pressure.

Q And what's shown on slide 297

Page 136

Veritext Lega Solutions

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




© 00 N oo o b~ wWw N

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

A This is actually the results of -- of our

simulation. So these graphs represents the -- the
green graph represent the -- the well head pressure.
And we -- we want to make sure we are at or belowit.

And this graph shows that based on our
simulation, it stayed within that. Sanme thing as
the -- the bottom-- the bottom hole pressure. It
stayed wwthin the -- the maxi num all owable. And al so,
you can see that the pressure stayed steady for
t hrough the injection period till we reached
the -- till we reached 155.

Q M. El-Kaseeh, if you could probably sl ow
down a little bit nore, I"'msure it would help our
court reporter.

A Okay.

Q | know it's difficult. Could you please
descri be what's shown on slide 30 regarding the TAG
pl unme?

A Okay. So this is the -- the TAG There you
can see AG well in the -- in the mddle of the
circle. This circle represent the devel opnent and the
novenment of the -- of the TAG plunme over and
for -- and on -- on five years increment. And you can
see it's from 2030 to 2060.

And also, this is the -- the | argest extent
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of the TAG plume that we find here. |It's just a
little bit over one mle with injection rate of the 26
that we are applying for.

Q And then what does slide 31 show regarding
t he plune?

A This -- yes. This is, again, showi ng the
pl ume, but also here, we are displaying the -- the
vertical extent of the plume within the formation with
I njection formations.

Q And let's turn to fault slip potential. Can
you explain what's shown on slide 32?

A Yeah. So since we -- the -- we think
that -- we identify the two faults, so we decided to

go ahead and -- and try to -- to study the effect of

the -- of our injection on that. But here, what's
shown -- showi ng the distances for these -- for these
faults fromour -- fromour injection well.

Q And what is shown on slide 33 regarding the
pl unme?

A This is the -- this is the plunme, the TAG
plume in relation to the -- to the faults. You can
see the one to the northeast and the one in the
southwest. And this is a five-year increnment, of
cour se.

Q So the plune doesn't reach the faults?
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A The fault -- the plunme does not. According
to our analysis, no, it does not reach the fault.

Q And t hen what does slide 34 show about the

Cx2 pl une?

A This is simlar to the slides before. It's
alittle -- except alittle bit nore powerful, of
course. This is -- this came out -- an output from

our simulation software. But it's pretty nuch an
identify -- it identifies where the faults are in
relation to the plume, to the TAG pl une.

Q And then what are the fault slip potenti al

| nput s?

A Okay. So fault -- fault slip potenti al
sof tware devel oped by -- by Stanford actually, and
it's used in the industry. These -- this table
actually -- this place the paraneters that
were -- were input inthe -- in the software to -- to
calculate the fault slip potential in -- in that area.

It takes -- the -- the software takes into
account the azimuth and the dip of the faults as well
as the regional stress.

Q And -- shown on slide 36, what is the
pressure change needed to activate the fault?
A Okay. So we -- we -- when -- when -- from

the fault slip potential software, the output you get
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I's how much -- what is the pressure required to
activate a slip in fault. And this picture -- this
picture is showing actually where the faults are, and
it's -- it's displaying also the -- the TAG pl une
devel opnent and the pressure front fromthat plume
devel opnment .

Q And does this show that there's no fault
slip potential risk after a 30-year injection period?

A That is correct. The next slide will show
actually the values that we cal cul at ed.

Q Okay. And then can you describe what's
shown here in slide 37?

A Yes. So there -- there are four -- four
different values. The faults that you see in the
northwest -- in the northeast and the southwest, these
are the faults we took into consideration when we ran
our program The seven -- the -- under -- | start
with the northwest -- with the northeast one.

The northeast fault, as you see, 1787 PSI is
what represents the -- the pressure that cane out or
the output fromour fault slip potential software.
And the 250 PSI is what came out of our sinulation
software, which when we -- when we exam ned the
devel opnent of the plunme. And you -- as you can see,

it's much, much |l ess than what it needs to activate
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that -- that fault.

And simlarly on the southwest, as you can
see, the 2849 cane out of the software fromthe fault
slippage software. And it -- it's a 2849 conpared to
250 PSI that canme out of the output from-- from our
simul ati on software. And you can see it's much, nuch
| ess than what -- what's required to activate that

specific fault.

Q So is it correct that injection into this
AG as proposed wll not be sufficient to activate the
faults?

A Yes. That's accurate.

Q Ckay. Okay. And M. El-Kaseeh, based on
your geophysical evaluation, is it your opinion that
t he Devoni an, Upper Silurian Wisten, and Lower
Silurian Fussel man formati ons are appropriate to
accept the injection of TAG at the location of the
Copper head AdQ ?

A Yes.

Q Is it your opinion that TAGw Il safely be
contained within the injection interval ?

A Yes.

Q In your opinion, will the injection of TAG
into the Copperhead AG result in any increased risk

of induced seismcity?
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A No.

Q Based on your analysis, will injection into
the well prevent waste, protect correlative rights,
and protect public health and the environnent?

A Yes.

M5. HARDY: Thank you. | have no
further questions for M. El-Kaseeh.
MS. SENI NGEN: The division has a few
guesti ons.
CROSS- EXAM NATI ON
BY MS. SENI NGEN

Q M. El-Kaseeh, we'd like to clarify the
units that you' ve used. You have referenced to
t housands regarding the injection rate, but the
exhibits are |abeled as mllions. Can you pl ease
clarify for the conm ssion how you are
referencing -- referring to the units in the
presentation?

A Twenty-six mllion standard cubic feet per
day.

Q Ckay. Thank you. | have a few nore
questions to ask.

For your reservoir simnulation calculation,
you estimated the bottom hol e tenperature to be 225

degrees Fahrenheit, which is close to 230 degrees
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Fahrenheit, that could cause strength retrogression.
Do you think the well will reach to that bottom hol e
tenperature in a dynam c state?

A | don't believe so. That -- that
tenperature actually, the 225, was the derived from
literature. It's -- it's regional in that area, and
what's what we used for our nodeling.

Q | apol ogi ze. Can you pl ease explain for the

conmm ssi on what strength retrogression is?

A This -- | have to get you that answer during
a break. | don't have that answer right now But |
wll get it for you in -- during a break.

Q One nonent, please.

So is it your testinony that the tenperature

wi Il not exceed 225 degrees Fahrenheit?
A Yes.
Q Okay. | have a few nore questions. \What

convinced you to apply the 0.3 Poisson ration?
Rati on, excuse ne.

A That's -- that's the actual -- this
guestion's better suited to be answered by M. Paul
Ragsdale. This is sonething that has to do with the
drilling.

Q Okay. That's fine. Thank you.

Ckay. | have one nobre question. Have you
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conpared the fracture gradient acquired using Eaton's
formula with the fracture gradient acquired via
step-rate tests for other A wells?
A " msorry. Are -- are you talking about
the -- the fracture or the fault slippage?
Q The fracture gradient.
A The fracture gradient. No. The fracture
gradient is -- we -- we use that -- we use
0.65 -- 0.65 PSI per foot, which is pretty nuch
st andar d.
MS. SENI NGEN: Okay. Thank you. No
further questions.
MR. RUBIN:. Any redirect by Ms. Hardy?
M5. HARDY: | do not have redirect.
| don't think you' re done yet, though.
THE W TNESS: Sorry.
MR. RUBIN. Any questions by the
conm ssioners? W'||l start with Dr. Anmponah.
DR. AMPOMAH: Okay. Yeah, thank you.
| do have a coupl e.
So let's start with slide nunber 8, if
we can go to slide nunber 8.
M5. HARDY: | think I'mthere.
DR. AMPOMAH: Okay. Slide nunber 8 is
up. So | do see the star, which is the proposed AG
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well. Now, you've shown that there are two wells that
are very close. One was drilled in the '50s, but was

gui ckly abandoned. And then the other one was not

even drilled at all. But within less a couple of
radius -- couple of mles radius, are there any
production wells in the shale -- sessions that are
| ooking -- in yet?

THE W TNESS: Are you asking production
wells within the two-m |l e radius?

DR. AMPOVAH.  Yeah.

THE W TNESS: Okay. Okay. | -- 1 have
sonme answer here, but -- within -- within one -- one
mle, there are eight active wells, gas and wells, and
one SVWD well within the one mle. Then within two
mles radius, there are two active SWD wel |l s and one
pl ugged.

DR. AMPOMAH: | do see -- so there are
essentially nultiple wells, though? So you do have
two circles. So the first circle is one -- what would
the first circle be?

THE WTNESS: Half a mle, a mle, and
t wo.

DR. AMPOMAH. Ckay. So if | | ook at
your | egend, there are a lot of active oil wells in

there. Now, ny -- and even there is one active gas
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well | see within the 0.5 m | e radius.

So | think probably this question would
be nore suited for M. Ragsdale with regards to how
that well |ocation was sel ected, because if you are
very close to, let's say, a production well, you're
going to have a |lot of problens when you are drilling,
especially if -- taken significant anount of gas from
this well.

So that is a question pending, though.
So you don't necessarily have to answer that, but |

want to know what anal ysis was done to choose that

well location to avoid any potential issues when
you're drilling this particular well. Because you
m ght end up not being able to drill that well. You

have gas that's com ng up --

So | want to know how t hat well
| ocati on was selected and then if there any mtigation
pl ans available to deal with this particular problem
If just in case it conmes up? So you don't necessarily
have to answer that.

Now, |let nme ask how many wells have
porosity and perneability? Now we're entering to the
nodel i ng.

THE W TNESS: The deepest well we have

of porosity and perneability was the -- the one |
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mentioned, the SWD well that was about 4.4 mles from
us.

DR. AMPOMAH: So that will essentially
be only one well available to do the entire
petrophysi cs?

THE WTNESS: W -- that's the only
deep -- deep well that goes into our -- our formation.
Yes. But there are other wells that we use, but
they're -- they're not as deep.

DR. AMPOMAH:  Well, | want to stress on
that. So let's go to slide nunmber 24. So fromthat
deep well, then you got all these porosity and
perneability data that went into the nodeling?

THE W TNESS: Of course.

W -- the -- we use that well as -- as one of

the -- as one of our data points. Yes. However ,
we -- we also use the literature and we have sone
core -- core reports that we -- for that.

DR. AMPOMAH: So then ny question back
again, how many wells had porosity and perneability
that went into the nodeling?

THE WTNESS: Five. On the -- and we
have one ganma ray. So there's -- there's five -- if
you go back to the slide where they show the graphs.

M5. HARDY: The one we were | ooking
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at -- this one, or --

THE WTNESS: No. [It's -- it shows
the -- the -- and that --

DR. AMPOMAH: That'll be slide
nunber -- slide nunber 12.

M5. HARDY: Twel ve.

DR. AMPOVAH:. Yeah.

THE W TNESS: Yeah, this one. So as
you see on the -- on the lefthand side, we have the
ganma ray, and on the righthand side, we have -- we
have data fromfive wells that we used.

DR. AMPOMAH: But what are those?

Li ke, on your righthand side, what are those? Are
they still not gamma ray | ogs? Because you are doing
correlation, so you're just telling us how the
structure was being devel oped, but not porosity or
perneability except sonme of these well logs that |I'm

seeing is a porosity |og.

THE WTNESS: Right. So like -- like |
menti oned, we -- we have on the -- fromthe
literature, mainly the we -- the -- we -- we derived

the porosity and the perneability -- the perneability
actually was al so derived using the core -- core
reports that we have fromthere. And the heat well is

what we use mainly. Yes.
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DR. AMPOMAH. Well, | don't -- so ny
guestion is still not answered, though. Like, so we
go to slide nunber 13. You know, slide nunber 12 is
not porosity logs. And it's just a ganm ray | og
trying to show t he subsurfacing.

So definitely on this particular slide,
number 13, you are show ng where you go into porosity
from So ny question is was this based on this single
wel |l that the petrophysics was derived fron? The
reason why |'masking that is | want to know is your
nodel that you are using to nore or |ess suggest to
t he conmm ssion that you want 26 mllion, is that a
het er ogenous nodel or is a honbgenous nodel ?

THE W TNESS: Ckay. Yeah. So we have

sone |ateral variation within that, and also we -- we
| ooked at the seismc fromthat area. And | -- now I
under st and what you are asking. | apologize. |

didn't understand.

Yes, the -- the nodel is -- is
definitely has sonme variation laterally and vari ation
hori zontally, but is not -- because of the -- the data
that we have, the -- the avail able data we have, we
had to make sonme assunptions. And so it's not -- |
woul dn't say it's 100 percent heterogenous, but al so

It's not 100 percent honobgenous.
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We had to nake sone assunptions
to -- to conme -- to cone to a point in between that
will give us the answer we -- we are | ooking for.

DR. AMPOMAH: On slide nunber 25. Let
me see if we can get to the bottomof this. So slide
number 25. Wbuld you say that this one is an
i nver si on-derived porosity?

THE WTNESS: We -- to be -- | -- |
cannot recall, but I -- | believe -- | believe we have
done sone -- sone inversion in this area. Yes.

DR. AMPOMAH: Well, let's go back to
slide nunmber 12. | think that needs to be clarified
t hough in terns of how many -- like -- let's say how
many well | ogs were utilized in the construction of
t he geol ogical nodel? That is not clear in your
presentation. Definitely the slide nunber 12 is not.

So | just want to be sure that we do
have that information that were utilized to be able to
buil d the geol ogi cal nodel.

THE WTNESS: | -- | can get you that
answer .

DR. AMPOMAH. Okay. | appreciate that.

Let's go to slide nunmber 16. Now, the
faults that you picked, at |east you've shown us the

fault slip analysis that was done. But let ne ask in
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t he hydrodynam c sinmulation itself, how did you handl e
the fault? 1In the sinulation itself, how did you

handl e the faults?

THE WTNESS: In -- in what way? They
were input with the -- they were input to the -- to
the sinmulation, but -- I"'msorry. | don't understand

t hat question.

DR. AMPOVAH. Okay. Let ne help a
little bit. So you have the fault, and -- okay. Then
let me put it this way. |Is this faults closed or open
faults?

THE W TNESS: Oh, | see -- | see the
guestion now. How did we input it in the sinulation?

DR. AMPOVAH.  Yes.

THE WTNESS: |If it's closed or open
faults. | believe we haven't -- | -- | have to give
you the correct answer, but | believe we -- we treated
them as open faults, but | wll give you the
answer -- the correct answer in -- during the break.

DR. AMPOMAH. | will need that answer.
And then | want to know the specification as to how
you chose whether it's a closed or open. So nornally,

you don't have the data, you know, for this unless you

drill through. So normally you have two scenari os
where one will be open and then one will be closed to
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show the comm ssion that even if it is open or closed,
maybe |I'mstill able to put in the volune, the
required vol une.

So I want to know is it open or sealed
faults, and what is the specification for that? You
know, how were you able to do that or conme up with
t hat nunmber? Especially when you didn't do the
sensitivity anal ysis.

The fault slip analysis is good, but
the sinmulation itself -- you know -- the sinulation
itself, where you get the information to put into the
fault slip analysis also has to be correct as well.

So yeah, if you can provide that information, that
woul d be wonderful .

THE WTNESS: Yes. Definitely I wll.

DR. AMPOMAH: And you're saying that
these faults will not have an inpact. 1've seen the
pressures. You know, you've done a fault slip
anal ysis, you know the anpunt of pressure buil dup that
needs to cause any potential, let's say, reactivation
of these faults depending on your put it.

But this fault is going all the way
past the Barnett. So what about brine mgration? You
are pushing the brine away fromthe injection well.

So what about brine m gration?
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THE WTNESS: W -- yes. | don't
think -- I don't think the brine -- the brine wll
reach that point based on our analysis. And I -- |

see your concern about maybe potential | eakage, but

based on our analysis, | don't think we will reach
t hat point.

DR. AMPOMAH: | will politely disagree
on t hat. I nmean, you have a fault. That is a -- so
let's -- the sane slide that is on. You have |ess

than a mle away from let's say, the fault. Less
than a mle away fromthe fault. So I don't know how
much you can do in such a way that 45 percent of the
space that will be available to contain the CO2. You
are not going to have inpact. You're not going to
di spl ace the brine to that particular fault.

If you |l ook at the volune of your
CO2 -- what is the footprint? You have that
somewhere? The total distance for the plune was 1.04
mles of TAG plunme. Assum ng those mles nore or |ess
noving to the south, you know, that is, |ike, 33 or
34. Howis it -- | nean, definitely there is going to
be a brine mgration. So maybe sonething to | ook
I nto.

And also for -- and NMOCD as wel |.

Especially when you are com ng back, let's say, after
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five years to give an update. So sonething for us to
keep an eye on.

How was the fracture pressure
cal cul at ed?

THE W TNESS: Fracture pressure,
how -- how it's cal cul at ed?

DR. AMPOVAH: Yeah. How was it
calculated in your nodel? And let's say what is the
source of that information?

THE W TNESS: We use -- we use
the -- the dips then nultiply by 0.65 PSI per foot.

DR. AMPOMAH: So the 0.65 is the one
that |I'mtal ki ng about.

THE W TNESS: Yes.

DR. AMPOMAH: How was it -- how did you

cone up with that nunber?

THE W TNESS: That is -- 1 -- | believe
that's -- that's fromthe regional, and that -- that's
what we -- we attained fromthe literature.

DR. AMPOMAH: So then that goes to the
fact that once the well is drilled, you're going to do
a step-rate test. So definitely you're going to have

your actual nunmber, and that woul d determ ne whet her

you get 26 mllion standard cubic feet of injection or
not. So | think we can take it -- we can take it |ike
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that. That is good enough.
THE W TNESS: Yeah.
DR. AMPOMAH: Now, on your slide 24.

On your slide nunber 24, |'ll be very brief, so --
Now, when | | ook at these
paranmeters -- slide nunber 24. \When | | ook at these

paranmeters, so you've highlighted your caprock and

then the reservoir zone. | nean, you have a caprock
with a porosity of, like, 1 percent, 1.5 percent, and
your actual injection zone have a porosity of, |ike, 2

percent. So |'mwondering is it really a caprock?
And | would be surprised -- | would be
surprised to see that conparison how your plunme did
not really nove up the caprock. So can you -- | nean,
can you respond to how you | ook at the difference
bet ween the properties for your caprock that you use
for the nodeling, and then tell ne how you feel IiKke,
|l et's say, just between a difference of 1.2 becones a
reservoir? Unless it becones, let's say, a caprock?

THE W TNESS: Okay. So based on our

anal ysis, the maxi mum -- the maxi num porosity in -- in
our -- in our injection zone is about 10 percent. The
primary porosity conmes fromthe -- fromthe |inmestone.
The secondary porosity, what we believe is -- is, like
to -- fromwhat our -- our analysis is, is fractured
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zone; right? And that's where you -- your secondary

porosity -- |'mnmean porosity conmes from
And we believe it -- it's nmuch higher
than -- than, of course, than the caprock. And you

have al so secondary caprock on the top. Over there,
that actually guarantees that there's no leak that's
going to be there. But yeah, | see your point here.

DR. AMPOMAH: So how di d
we -- definitely we do know t hat Wbodford Shale is a
shale. So definitely it's a good caprock. But I'm
wondering the type of porosity and then the
perneability that you are showing here really, really,
really --

| mean, | can guarantee you that if you
do a nodeling with a caprock of 0.1 mlli -- you're
going to have CO2 noving. So | don't know whet her you
guys had that situation or not.

THE W TNESS: Okay. | -- | think I
have an answer for you on this. Okay. So the
porosity that -- that you see in the caprock is
what -- what's called mcro -- mcroporosity. And
this -- this actually -- 'cause it |ooks higher than
it is because it's -- it's water bound to -- to the
formation. And that's why your porosity shows nuch

hi gher here. But this is actual m croporosity in
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the -- in the caprock.

DR. AMPOVAH: Let nme ask about
salinity. So you have three wells that you coll ected
data from So | think it was within 11 mles. So
does this well nore or I ess go through your injection
zone?

THE W TNESS: Yes.

DR. AMPOMAH: It goes through your
I njection zone?

THE W TNESS: Yes, those wells, |
believe so. | need to confirmthat, but | believe so.

DR. AMPOMVAH. Okay.

THE W TNESS: And we averaged them out
as you see.

DR. AMPOVAH: Yeah, so | think I do
have sonme outstandi ng questions that probably if you
can concur with your team and probably respond to that
| ater. One is how many wells that were used for the
property nodeling. How the fault was nodeled within
the nodel? 1Is it a closed or open fault?

And since you didn't do -- or -- to
your analysis on that, how did you come up with, let's
say, whether it's closed or open. And the fault
transm ssibility. Yeah. So what fault

transm ssibility was used in the sinulation nodel ?

Page 157

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

Now, let's talk about the tenperature
| ssue. The tenperature issue. So you said -- how did
you cal cul ate the tenperature, though?

THE WTNESS: This is fromthe
literature.

DR. AMPOMAH: Yeah, when you say "from
the literature,” what was fromthe literature, though?
Li ke, what was the -- what was the information you got

fromthe literature?

THE WTNESS: We -- we |looked at -- in
the -- in the regional area, and we -- we decided that
225 was an acceptable value in this area. But | can

also confirmif we used any other wells fromthat
ar ea.

DR. AMPOMAH: So definitely then you
are looking at the tenperature gradient. You got the
tenperature gradient fromthe literature. And then
you tried to use that to calculate what is the
ultimate tenperature within your zone.

The question was asked how i s that
t enper ature changi ng when you are putting in the CO2?
Did you |l ook at the potential tenperature changes?
You know, how it inpacts your well bore? | think that
was a question that was asked.

And hopefully you can concur and then
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conme back and tell us, you know, in regards to, let's
say, how the tenperature is going to change over tine.
And does it have an inpact on the, let's say, the
wel | bore or not. | think that was the question that
was asked. And I'minterested in that too, so --

THE WTNESS: Ckay. 1'll look into
t hat .

DR. AMPOMAH. But |'mgoing to stop
here. Thank you.

MS. SENI NGEN: Could | recommend a
| unch break just considering that for tinme, we still
have -- they want to concur with each other about
sonet hi ng and we have a witness as well.

MR. RAZATOS: | was going to recommend
a lunch break. | was just waiting for the doctor to
finish his questions. So yeah, why don't we
take -- if everybody's okay with it, let's take an
hour lunch and we'll be back here at 1:45.

MS. SENI NGEN: Thank you.

M5. HARDY: Thank you.

(OFf the record.)

MR. RAZATOS: Okay. Good afternoon to
everyone. It's 1:45. We'|| reconvene our hearing.
W were in the process of hearing case nunber 24594,

t he application of Targa M dstream Services for
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authorization to inject in Lea County, New Mexico. W
had finished with -- did we do rebuttal, cross-exanf
Where did we finish off? Oh, the doctor's
questionings. GCkay. Awesone.

Comm ssi oner Bloom did you have any
guestions for our w tness?

MR. BLOOM | do not. Dr. Anponmah
asked all ny questions and nore, so thank you.

MR. RAZATOS: Awesone.

Ms. Hardy, we'll turn it back to you.

MS. HARDY: Yes, thank you.

REDI RECT EXAM NATI ON

BY MS. HARDY:

Q So M. El-Kaseeh, before we took our break,
Dr. Anpomah asked you several questions. And | wanted
to go through those so you can provide the answers.

| believe the first question was regarding
t he nunber of wells that were used in the nodel.

A Okay. So for -- for the geol ogi cal nodel,
we used three wells, the existing wells there. And
al so what we did, we used nore than three existing
wells that -- that went deep, as deep as our
reservoir, and even deeper.

And we used additional wells that are

shallower. W tied themto -- to those wells, and we
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tied themalso -- we converted themw th the seismc.

Q Thank you. And then | know there was a
guesti on about whether the faults were nodel ed as open
or closed and the reason. And can you answer t hat
gquesti on?

A Yes. The faults -- as | nentioned earlier,
the faults were nodel ed open because our -- our
reasoning for that is to go with the worst case
scenario. And we could've definitely with the nodel
cl osed, but we thought we need to go with open
nodel -- open faults.

Q Thank you. And Dr. Anponmah had sone
questi ons about whether the brine could reach the
faults, and can you answer -- provide the information
he requested?

A Yes. So if you -- if you |ook at the -- at
the pressure front close to the faults, it's about 150
to 250 PSI. For the brine to mgrate up, you need
much nore higher pressure for the brine to mgrate up
there. We had calculated the critical pressure, and

we found out that it's not going to be any danger of

the brine mgrating up into the -- the drinking water.
Q Thank you. And then | believe there was a
guestion on slide 25. Let's get there. Yeah, | was
there -- regarding the porosity and whet her the nodel
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was honogenous or heterogenous?

A Yes.

Q Can you answer -- provide that information,
pl ease?

A Yes. So | apologize. | -- 1 was under the

| npression we inverted here. W did not invert. W

used five wells in this area to -- and we rigged those
wells to conme up with the -- with the heterogenous
porosity in the area, and we run through -- of course,

we conpared it to the seismc.

MS. HARDY: | believe those were al
the questions | intended to ask himin redirect, but |
don't knowif -- | wanted to nake sure we answered

Dr. Anpomah's questions.

DR. AMPOVAH:. Yeah, but -- so with
regards to the heterogeneity of the nodel, you know,
I f you look at -- so let's ook at slide nunber 31.

Slide nunber 31. And | think this one -- and NMOCD

wll take care of it because you definitely do the
step-rate test. And that will infer whether you get a
26 mllion or not.

When | ook at this nodel, | nean -- go
up, 31. So if you look at this nodel, the well is

right within the mddle. And then your plunme is nore

or less equally distributed. So this is nore |ike
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cl ose to a honmogenous nodel .

You know, so if you use this nodel to

make a strong case that you can put in 26 mllion
standard cubic feet of gas per day -- | think that is
why the step-rate test is there. So | -- | still -- 1

cannot argue that nuch, you know, because the
step-rate test is still going to help.

' m al ways concerned about the 26
mllion request. You know, it's really on the higher
side. And | feel like the nodel -- there's no way the
nodel is going to support that because you have only
three wells. O five wells populating through the
entire boundaries of the nodel. That is of the
concerning. But | think still NMOCD will take care of
that. So it's not a big problem

Now, with regards to the faults, I'm
surprised that you say that the open fault is the
wor st case scenario. If you put a closed fault, you
see that the direction of the flowis going to be
i npeded. Like, you're going to build up pressure.

I f you have open, you are nore or |ess
rel easing the pressure. So you are not building the
pressure. So your open fault scenario is not really
t he worst case scenario, especially if you want to see

where the plune is going or let's say how nuch

Page 163

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

pressure you are building up.

ways.

So definitely during your five-year

period, definitely you m ght

I ncluding that scenario as well.

THE W TNESS:
Thank you.
DR. AMPOMAH:

time to go back and then get

Thank you.

MR. RAZATOS: Excellent. Anything
el se?

MS. SENI NGEN: No, we have nothing
el se.

MR. RAZATOS: Awesone.

M5. HARDY: | don't have any further
questions for M. El-Kaseeh.

MR. RAZATOS: Ckay. Can we excuse this
W t ness?

You are excused. Now you can get up.

THE WTNESS: | wanted to stand up
for --

MR. RAZATOS: Yeah, now you can do it.
Thank you, sir.

Ms. Hardy.

So it can work both

want to consi der
W will. Definitely.

And thank you for taking

sone clarification.
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M5. HARDY: Thank you. Targa's next
witness is M. Paul Ragsdal e.
MR. RUBIN:. M. Ragsdal e, pl ease raise
your right hand.
VWHEREUPOQN,
PAUL RAGSDALE
Called as a witness, and having been first duly sworn
to tell the truth, the whole truth and nothing but the
truth, was exam ned and testified as foll ows:
MR. RUBIN:. So duly sworn.
VO R DI RE EXAM NATI ON
BY MS. HARDY:
Q M . Ragsdal e, can you pl ease state your ful
name for the record?
A Lut her Paul Ragsdal e.
Q By whom are you enpl oyed and in what
capacity?
A ' m enpl oyed by Targa M dstream as a
engi neeri ng consul tant.
Q And what do you do as an engi neeri ng
consul tant ?
A | -- I help themwth the design and
construction and operation of the acid gas wells.
Q Have you previously testified at a

conmm ssi on hearing?
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A Yes.

Q Can you please briefly sunmarize your
educati onal and professional background?

A | graduated from New Mexico State in 1977,
went to work for Halliburton in 1977 in Hobbs, New
Mexi co. Worked for Halliburton for about five years.

Then |'ve worked fam | y-owned i ndependent oil

conpani es.

| ended up with Yates Petroleumin 1995, and
wor ked for -- well, 1990. Wbrked for them for about
21 years, retired, and in the last five -- five or six

years |'ve done consulting.

M5. HARDY: Based on M. Ragsdale's
educati on and professional experience, | request that
he be qualified as an expert in drilling and
conpl eti on engi neeri ng.

MR. RAZATOS: Any objections?

MS. SENI NGEN: No obj ecti on.

MR. RAZATOS: He has been entered.

M5. HARDY: Thank you.

DI RECT EXAM NATI ON
BY MS. HARDY:
Q M. Ragsdale, let's |ook at slide 39 of the
presentation. Can you pl ease explain what's shown

t here?

Page 166

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



© 00 N oo o b~ wWw N

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

A This is the G102 that was attached to the
C-108 that we submtted. On the lefthand side, it
shows the name of the well, the fact that we're a AG
well, a Devonian, and the legal |ocation 132432. The
ri ghthand side is the surveyor's plot.

Q And can you pl ease explain the wellbore
schematic that's shown on page 407?

A So this is a well bore schematic that we've
done. And this is a very deep well, and so we kind of
split the schematic in half. This actually shows the
surface casing, the internedi ate casing, and the
second intermedi ate that we would run.

Q And then what's shown on slide 417

A So this is the bottomhalf. And in it, you
can see the production casing, which is the 7-inch
casing that will be set in the top of the Devoni an.
The open hole that we will drill the Devonian hol e
from17,299 to 18,699. And then the tubing that would
be run into the well. The packer would be set at
17, 250.

One thing | wanted to add, it's 3.5-inch G3,
which is a nickel alloy, a special alloy. It's very
noncorrosive, very resistant to H2S and CO2. And in
it, we -- you know -- we put packer fluid, diesel plus

addi tives. Those additives are biocides and corrosion
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i nhi bitors that we run. And that's just in case you
have a | eak, you -- you -- if you have water behind
it, it would -- it would corrode.

You can see the little green dashed line on
there. That's a fiber optic line that is going to be
run behind the 7-inch provided that our hole
conditions permt that -- that we can do that. W
don't show -- and -- and we will have a fiber optic
DTS line attached to the 3.5-inch tubing that will be
attached to the packer. And I'Il -- and I'll go into
t hat further.

Q What's shown on slide 22?

A So this is our casing and our tubing design.
Shows you that the conductor will set 100 foot of
28-inch conductor basically just to get the rig on.
And then we'll set 1208 feet of 20-inch -- and that's
set at -- into the top of the rustler that protects
your water zone.

Then 5,034 feet of 13 3/8, that's set to the
top of the Del aware through the Lamar line. And I
think there was a question as to the DVMG wel
that -- the second DMG well. That's the top of the
DMG, and -- you know -- you probably have a couple
t housand feet, maybe five to seven thousand foot for

your DMG
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The internediate is a 9 5/8 set to 12250.

That's to the top of the Wl fcanp. And then you'd set
the 7-inch down at 17,299 feet.

Q And what's shown on slide 437

A These are the casing specs for each one of
t hose casing. And you can see under the |long string.
The |l ong string has both P110, and it's going to have
sone special alloy pipe init too. It also shows the
connections that we have. The tubing, it shows 9.2
Vant op G3.

Q And what is the cenent design?

A And the -- and the cenent design -- you
know -- | think the main thing is, is that all of
these strings will be circulated, cenment will be
circulated to the surface. You can see in the -- the

9 5/8 internedi ate nunber two, that's 12, 250.

It lists three stages of cenent, and in that,
we'll run -- stage 2 would be sone CorrosaCem a very
corrosion resistant cenent, resistant to H2S. And
then dowmn to the -- and that -- that'll be placed
across the DMG. So it would protect it fromfuture

I nj ection, protect our pipe.

And then the production string, we -- we're
going to use a Well Lock resin cenent as -- as our
shoe. And then, you know, we'll run a class H cenent.
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| think there was a question about high tenperatures,
and -- and does -- does that high tenperature cause
cenent degradation?

This is a class Hcenent. | talked to
Hal | i burton, that's who's going to do our cenent.
They' |l sonme high tenperature additives and -- and
sone retarder, so you can get the cenent in place.

We did | ook and we found one log -- we -- we
| ooked at [ unch, and we found one | og that
had -- close to the well, had 220 degrees on the | og
as bottom hole tenperature. And then we found another
one that was over that. Was, |ike, 230 or 240,
sonething like that.

Q What's shown on slide 45?

A So this is our drilling fluid design, AKA,
this is the nud. And so you'll -- you'll drill your
20-inch with fresh water and get it set. The -- the
17.5-inch hole, you're going to drill through the salt
section and land in the top of the Del aware NMountain
Group. And so you'll use brine. It'll be saturated
brine in there.

We'll then drill down to the Wol fcanp using
a cut brine systemw th about 9 pounds. Pretty
viscous. We shouldn't have a | ot of problens, but I

think there was sone questi ons about maybe | ost
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circul ati ons because of offset producing wells. There
are sonme producing wells in the Bone Springs out
there. So -- so we'll be prepared for that.

Then when we -- after we set pipe into the
Wol fcanp, fromthe Wbl fcanp to the top of the
Devoni an, you're going to drill the Wl fcanp, and
there are Wbl fcanp producing wells out there.

They're -- they're high pressure gas. And so

we'll drill with this oil-based nud.

We plan to use -- actually, fromthe tinme we
drill out from below the Delaware all the way to TD
we' ||l have a managed pressure drilling system out
there. And so -- you know -- if we take kicks, we can
hol d pressure and hold back pressure and -- and try to

hol d t hat gas back.
And then -- and then once we get pipes set

into the top of the Devonian, we basically wll dril
t he open hole in the Devonian with fresh water and
sone viscosity there. But a lot of tinmes when you
drill the Devonian, you -- you'll lose circulation in
there, which is what you're |looking for in an
I njection well.

Q And then what about | ogging and testing,
whi ch is discussed on slide 467

A So -- so we -- we plan -- we've discussed

Page 171

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

this with OCD, we -- we're going to try to find a bond
|l og for the 20-inch. It's -- it's -- sonetinmes it's
hard to find it. So | listed a four-arm caliper | og.

| don't plan on any cased hole | ogs, but we

mght -- if we can find the bond log, we -- we wll

get one. They're hard to find.

In the intermediate is -- is your neutron
density and -- and resistivity |logs, ganma ray and
forearm cal i per, cased hole, cenent bond | ogs, gamm
ray. The internediate pretty much the same sweep of
| ogs.

Then when you get down in the production
casing, pretty nmuch the sanme sweep | ogs, but we also
plan on running an FM, which is a formation

m croi mager | og, and a sonic log. And so a big part

of that is, is to |look at the -- at our seal zones,
t he Whodf ord and the zones above that, and -- and just
| ook -- where you're | ooking for fracturing.

And then, of course, when you go to the open
hole, we're going to run the gamm ray caliper, an
FM, a sonic, a porosity log, a density |og,
resistivity log. We'Il run lots of logs in the open
hol e.

Q Okay. And then you describe the additional

coring and nonitoring which is --
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A Yes. The coring, we -- we plan to do -- to
core the Wodford, and take an 80-foot section of core
on the Whodford. And then once we get into the open
hole, | think George had a slide that showed that
there's three porosity zones that we anticipate. And
we'll try to take a core of each one of those porosity
zones in the Devonian and | think in the Fussel man.

The fiber optics -- the fiber optic
wll -- will be attached behind the 7-inch casing to
enabl e nonitoring of tenperature and the acoustics in
the formation. Again, this is dependent upon hole
conditions. You know -- it -- that's a very -- it's

an 8.5-inch hole, 7-inch, and running that fiber.

If we're having issues, we -- we may not be
able to run that. But we -- we plan on it. And that
will -- that really helps us to nonitor the -- or to

nodel the plunme if we can do that.

Then we'll have a fiber optic line attached
to the 3.5-inch tubing and to the 7-inch packer at,
li ke, 17,250 feet. That -- that fiber optic |ine
gi ves us both the bottom hole tenperature and pressure
of the -- of the injection zone. It gives you the
bottom hol e tenperature and pressure of the casing
anulus. So it's a great way to nonitor for |eaks.

You al so get real tine data for pressure and
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tenperature. And so if your tenperature starts to

change, you -- if you start seeing -- and we nonitor
this daily. If you -- if your tenperature starts to
change, it -- it could tell you that you have a -- a
| eak.

As far as daily nonitoring, we -- we inspect

those well heads daily. Sonebody goes by

them W -- we have the pressures in our

and checks

contr ol

room and the control people can see them and have

alarms. We have well head safety valves to shut the

pressure down -- | nmean shut the well down if we get

overpressure. And -- and then we, you know, do a

vi sual inspection daily also.

Q And M. Ragsdale, will the coring be used to

confirm porosity --

A Yes.

Q -- in the caprock --

A Yes

Q -- and underlying rock as well?
A Yes.

Q Ckay. Thank you.

A O | ack of porosity.

Q Yes. That's -- yes. Hopefully,

yes.

And | believe earlier M. El-Kaseeh referred

a question to you on tenperature.
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A | -- I think that was about the cenent. And
so that -- it -- it is. | nmean, it's -- it's very
hi gh tenperatures in there down at the bottom
And -- and so, you know, we -- we -- when we get -- we
wll log -- when we log, we'll get an accurate
tenperature reading, and then we will get with our
cenenters, probably Halliburton, and we will, you
know, conme up wth our cenent bl end.

In -- in this case, | have a Halliburton
recommendati on, and they have a trademark cenent t hat
they call NeoCemthat has proprietary additives to it.
But it -- but it's those tenperature retarders
and -- and things |like that.

And then you'll punp test it. And so you'l
punmp test this and you'll -- you'll get your punp
times, and you get conpressive streaks one and two.

Q And M. Ragsdale, let nme just go back for a
mnute to the slide that was presented earlier on the
wells in and around the proposed AG well. Let's see
if I can find that slide.

And there were questions about a well
| ocated within the -- here it is -- within the
half-mle area of review. Do you recall those --

A Yes. And so that well -- you can see on

your table, it's called the McCloy Central. That's
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really not a well. That well was -- | nean, that APD
was fired -- filed and then expired, and so there
really is not a well there.

Q Okay.

A Ckay.

Q Ckay. And were the slides that you
di scussed prepared by you or under your direct
supervi si on?

A Yes.

Q Okay. And can you please summari ze your
concl usi ons and recommendati ons?

A Well, this Siluro-Devonian fornati on can
receive the acid gas, the TAG W can contain it
safely using good well design and good cenenti ng
properties, and a -- and a good tubi ng and packer.
And we can keep this bel ow the maxi num surface
I nj ecti on pressure.

Q And in your opinion, will the well be
designed to ensure the safe injection of TAG?

A Yes.

Q And is this well design appropriate for the
I njection of TAG at this location and this reservoir?

A Yes, it is.

Q And in your opinion, wll the proposed wel

prevent waste to protect correlative rights?
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A Yes, it wll.

Q And is it correct that the proposed wel
wi Il not harm public health or the environnent?
A That's correct.

Q Thank you.
M5. HARDY: Those are all of ny
guestions for M. Ragsdal e.
MS. SENI NGEN: We have a few questions.
MR. RAZATOS: G eat.
CROSS- EXAM NATI ON
BY MS. SENI NGEN
Q You noted that your nethod of determ nation
of the cenment top is a visual inspection. OCD would
| i ke you to couple it with CBL to determ ne the cenent
top except for surface casing, which OCD agreed that
vi sual inspection of the cenent top and cenent report
t hat includes density is acceptable. Did Targa agree
with OCD to couple visual inspection with cenent bond
| og?
A Yes.
Q Ckay. What is your expected tenperature

range between surface and 12,250 feet of depth?

A Well, let's start at the surface. you know,
your -- wusually your -- your anbient
tenperature -- but usually it's 70 degrees is your
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surface tenperature. And then we think the bottom
hole, the static bottom hole tenperature in this wel
will be approximately 225 degrees. And it's a
gradient fromthere down.

| -- for years, |'ve always used a 1 degree
per 100 feet. So you're at 180 stages, that'd be 180
degrees plus 50 or 60 degrees. 230, 220.

Q Do you agree that class C cenent nay not be
suitable if the tenperature is greater than 170
degrees Fahrenheit?

A That -- that is correct. Class His

reconmmended.

Q What convinced you to apply a 0.3 Poisson
rati on?
A Rati 0?

Q Ratio. Sorry.

A You know, | didn't do that, so -- | -- [|"1l]|
have to | ook at that see -- I'"'mnot -- |'mnot sure
where that was at. That's in the permt application?

Yeah, and that's -- |'msorry.

Q One nonent.

Woul d you prefer to have a break to check on
t hat ?
A Sure.

Q Ckay. We can proceed with questions but
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we'll go back to that; is that okay?
A Okay.
Q Okay. One nmonent, please.

MS. SENI NGEN: Qur renmining questions
depend on the answer to the Poisson's ratio, so we
don't have any nore questions at this tine.

MR. RAZATOS: Okay. Comm ssioners?

Dr. Ampomah?

DR. AMPOMAH: Yeah, definitely | do
have a few.

So certainly the Poisson ratio, the
nodel this has to be able to respond to that. | nean
we woul d have to be able to respond to that. Those
who did the nodeling, they should be able to respond
to that.

THE W TNESS: Thank you --

DR. AMPOVAH. And | think that the
range that was given, 0.3, normally is a typical,
like -- it can be sandstone probably 0.25, so it is
still in a typical range. M. Ragsdal e why open hole
i n the production zone?

THE WTNESS: So -- so we
found -- | -- I've drilled several Devoni an di sposal
wells, SWDs, and -- and it's -- we found that if you

| eave the hol e open rather than sticking casing down
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into it -- first off, you know, you would end up
running a liner into it and -- and liner tops are
not ori ous for |eaking.

But the other is, is that when you
cenent that |iner across that porous Devoni an
formati on, you may damage the formation. And so
by -- by filling it full cenent. And then you have to

perforate it, then you have to acidize it.

And so -- so when we drill open hol e,
I f you can get to your depth, you -- you' ve left your
hol e, you know, basically undamaged, then -- it -- you
can increase your injection rate, | think.

DR. AMPOMAH. Interesting. So do you
believe that a typical class 2 well drilled in the
Perm an -- and now you see a |lot of class 6 wells
comng into play as well. So do you believe that
wthin the Perm an, at |least within that depth that we
did -- open hole would still suffice for a class 67

THE W TNESS: Oh, | don't know about

cl ass 6.

DR. AMPOMAH. Well, so that is where ny
question is, so -- and that would be nore or |ess for
the regulator to respond to. In ternms of if we have

open holes for class 2 wells, and then we're goi ng and

decide class 6 wells, which probably woul d have the
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force to put in nore, like, a casing --

THE WTNESS: A liner.

DR. AMPOMAH: Yeah. |In the production
zone, then what are we really preventing? Because we
do have sone wells that already open hole, and they
are going to say class 6 has to conme up with
the -- the strict rules. So | think that is sonething
t hat NMOCD mi ght have to start thinking about,
especially if we go into permtting.

MR. TREMAI NE: Comm ssi oner Anponeh, |
just -- at a very high level, the OCD will be | ooking
very closely at that. W do understand that there are
sonme simlarities between class 2 and class 6. It's
the division's position that this is a class 2 well.

And so that -- those questions will be
answered in detail over a nulti-year project
that -- to answer that. So we're -- none of our
w tnesses or staff or nyself are able to answer that
guestion today, but there's a | ot that depends, and
it's sonmething we'll be | ooking at.

DR. AMPOMAH. Thank you. | appreciate
t hat .

So with regards to the corrosion
resi stance casing, | do see P110 and --

THE W TNESS: In the 7-inch.
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DR. AMPOMAH: Yeah, in the 7-inch.

THE WTNESS: So | think it's listed as
P110 and chrom um 13.

DR. AMPOMAH: So be specific on that
one.

THE WTNESS: So chromum 13 is a
corrosion-resistant alloy also. But | think we've
decided to run the G3 because it's better. It's in
there. | think when -- when this was witten, we
couldn't find the -- the G3.

DR. AMPOMAH: So you believe that the
G3 wll be even higher than that of the chronme --

THE WTNESS: |f we run on the bottom
of the --

Can you -- can you go to that table,
Dana? |It's the tubing and casing.

DR. AMPOMAH. Yeah, so page 42. Slide
42.

THE W TNESS: Yeah, so it's the -- one
mor e.

M5. HARDY: This one?

THE W TNESS: One nore. Let's see.

No. That's it.
M5. HARDY: Ckay.
DR. AMPOMAH: So | do see in the table
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for sure, but in sone part of your presentation, | do
see the P110 chrome --

THE W TNESS: Chrom um 13.

DR. AMPOMAH: -- in there. So would
you -- is it your testinony that Targa is going to use
a higher |evel --

THE W TNESS: W are going to go -- we
are going to use the G3.

DR. AMPOMAH: But the G3, that is a
tubing; right?

THE WTNESS: It -- well, above -- you
can buy it -- you can buy the casing -- 7-inch casing
al so.

DR. AMPOMAH: How about the -- right

here, you are not showing the CAD. So how woul d we

stick -- like, how would we hold Targa to that?
Because it's not -- like, if you |ook at the | ong
string -- yeah, the 7-inch, you do have chrone casing

and then P110. And even now, you're saying that
probably you' re going to use G3 correspondi ng casi ng,
whi ch is not shown here.

THE WTNESS: It's -- no, it's not.
It's -- it is better, it's an upgrade fromthe chrone.
It'Il be 300 foot of corrosion-resistant pipe on the

bottom of the -- the bottom 300 foot from 17, 299
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to -- what would that be? -- 16,799, of chrone
resistant -- | mean of corrosion-resistant all oy pipe
for your shoot joint.

DR. AMPOMAH. So then woul d you anend
your application to make sure that, you know, we are
hol ding Targa to that?

MS. HARDY: | think it could be
I ncluded in the conm ssion's order.

DR. AMPOMAH: COkay. Okay.

M5. HARDY: And it may be in the C-108
itself. | haven't been able to confirmthat because |
don't know where it would be |ocated, but the C-108 is
actually the application that we subm tted.

DR. AMPOMAH: Okay. Okay. Yeah.

You know, so you talked a little bit
about the plans that you'll do to nore or |ess control
the low circul ation and even being able to control the
well. But is there a witten plan? Because | think
this is sonething that NMOCD wi || have to | ook at
carefully because recently there was one well that was
drilled where you have gas com ng up and then the wel
needed to be shut down. Pivot to sone |ocation.

So production wells close by to, let's
say, a TAGinjection well, there has to be a plan as

to how you're going to deal with the production zones.
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The Wbodford. You have to have a plan, you know, to
be able to deal with that. O | don't know -- from
you description it sounds to ne that you're going to
use experience, but is there a witten plan?

THE W TNESS: There -- there will be.

DR. AMPOMAH: There will be.

THE W TNESS: Yes, sir. And we can
submt that to you.

DR. AMPOVAH: | think that --

THE W TNESS: We have a
drilling -- we'll -- we'll have a drilling plan and a
fluids design plan on -- on both. It'Il be -- i1t'l]l
be very thorough.

DR. AMPOMAH. Very --

THE W TNESS: And -- and we'd be gl ad
to share that with you.

DR. AMPOMAH: Okay. Thank you. |
appreci ate that.

So NMOCD agreed to ask you about
whet her you're going to use cenent bond logs to
i dentify the top of the cenent. So is that your
testinony that it's strictly cenment bond | og, or you
intend to al so use the fiber optic, which can also do
t he sane?

THE W TNESS: No. Just cenent bond
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DR. AMPOMAH: Just the cenent bond | o0g?
THE W TNESS: Yes.
DR. AMPOMAH: Okay. You said the fiber

optic neasures pressure?

THE W TNESS: Uh- huh. It's -- it's
attached.

DR. AMPOMAH.  Okay.

THE WTNESS: So it's attached to a
gauge that is -- that is in the -- inside -- through
the -- through the packer so it can sense what the

pressure is in the tubing and the gauge on the
outside. And it transmts that data to it -- through
the fiber optic.

DR. AMPOMAH: COkay. So why the oil
base - -

THE WTNESS: Q| base -- that'll keep
your shales fromgetting wet and sloughing. There's
| ots of shal es bel ow the Wolfcanp in the Strawn and
the Atoka and in the Morrow and the Whodford. And so
I f you can oil-based nuds that then you keep those
shal es from sl oughing. It actually increases your
penetration rate to --

DR. AMPOVAH: So has there been, Iike,

a normally nud that is being used when drilling
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t hrough those zones?

THE W TNESS: Mdst of the

hori zont al

wells drilled in the Wil fcanp are using oil-based

muds.

DR. AMPOMAH. (Okay. GCkay. Thank you,
sir.

Ch, one | ast question. So you believe
the 3.5-inch tubing intake close to, like, a mllion
megatons of CO2 a year?

THE W TNESS: Yes, | do.

DR. AMPOMAH: Interesting. GCkay.
Thank you. Thank you, sir.

THE W TNESS: You're wel cone.

MR. RAZATOS: Conm ssioner Bloom did

you have any questions?

Just to make sure we catch

you as well.

MR. BLOOM No questions.

M. Chair.

MR. RAZATGCS: Awesone. M

MR. TREMAINE: M. Chair,

i nterject here real quick? So we kind of

with a question about the Poisson rati o,

Thank you,

. Tremi ne.
if I could
| eft off

and |

under st and that Conm ssi oner Anmpomah responded there.

So if the conmm ssion's satisfied with the answer on

the record, we don't have to cone back
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| can make M. Gebrem chael avail able
to address any technical questions that they had about
that or the reason for the question on direct. But it
sounded as if the conm ssion was satisfied. So if
that -- if my read of that is correct, then I think we
can obviate the need to have the w tness cone back.

MR. RAZATOS: Dr. Anponmh, did that
answer your question?

DR. AMPOMAH: Yeah, because all these
are all estimations, until they drill the well and get
a core and go to the lab do the nmeasurenent. But |
think 0.3, 0.25 is still wthin the normal range for
Poi sson's ratio.

MR. RAZATOS: Okay. Excellent.

Ms. Hardy.

MS. HARDY: Then | have no further
gquestions for M. Ragsdale. Thank you.

MR. RAZATOS: COkay. M. Ragsdale wll
be -- may go.

Anyone el se, Ms. Hardy?

MS. HARDY: Nothing further from Targa.
Thank you.

MR. RAZATOS: Ckay. Excellent. Should
we take a quick ten-m nute break? Yeah. Let's take a

ten-m nute break, and then we can start with the OCD
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(O f the record.)

MR. RAZATOS: COkay. Let's get back on
record here. W had just -- we're still on case
nunber 24594. Targa finished with all of its
W tnesses, so now we're turning it over to the NMOCD

Ms. Seni ngen.

MS. SENI NGEN: Good afternoon. | would
like to call our only witness, M. MIlIlion
Gebrem chael, to the stand.

MR. RAZATOS: Excellent.

VWHEREUPOQN,

M LLI ON GEBREM CHAEL
Called as a witness, and having been first duly sworn
to tell the truth, the whole truth and nothing but the
truth, was exam ned and testified as foll ows:

MR. RUBIN:. Duly sworn.

VO R DI RE EXAM NATI ON
BY MS. SENI NGEN
Q Good afternoon. Could you please state your

nane for the record?

A My nane is MIIlion Gebrem chael.
Q Where do you work?
A | work for the Energy M neral and Natural

Resources Departnent as part of a group responsible

for the oversight of the underground injection
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control.

Q What is your position?

A Petrol eum speci al i st advanced for the
Under ground I njection Control G oup.

Q What are the job responsibilities of your
position?

A | review technical aspects of U C permts,
provi de recommendati ons to district offices regarding
U C wells, and provide input for the process, design,
and rul emaki ng.

Q Have you ever testified before the Q|
Conservation Comm ssion before?

A Yes, | have.

Q Have you been recognized as an expert in the
field of petrol eum engi neering and under ground
i njection by the comm ssion before?

A Yes, | have.

Q Have you prepared a resune for this hearing?

A Yes. It is Exhibit 2.

Q Coul d you pl ease summari ze your educati onal
background, training, and experience for the
conmm ssi on?

A Yes. | have a Bachel or of Petrol eum
Engi neering degree fromthe Southern Al berta

Pol ytechnic in Canada. And also | have 12 years of
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wor ki ng for the exploration and production conpani es
as well as regul atory agenci es.
Il -- 1 work for Shell International, Encana,

ARC Resources, and also | work for the Al berta Energy
Regul ator, which is a conponent organi zation to OCD
for three years. And then for the |last two years,
|"ve been working as a U C engineer with the state of
New Mexi co Underground I njection Control G oup.

M5. SENINGEN: M. Chair, at this tine,
| nmove for the adm ssion of Exhibit 2.

MR. RAZATOS: Any objections?

M5. HARDY: No objection.

MR. RAZATOS: He is so entered.

(OCD Exhibit 2 was marked for

i dentification and received into

evi dence.)

M5. SENINGEN: | also would like to
nove for the adm ssion of M. Gebrem chael as an
expert in the field of petrol eum engi neering

underground injection control, and acid gas injection

wel | s.

MR. RAZATOS: Any objections?

MS. HARDY: No objection.

MR. RAZATOS: Okay. He is entered.
/1
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DI RECT EXAM NATI ON
BY MS. SENI NGEN

Q Whi ch standard do you apply when you
evaluate a class 2 underground injection control well
to be approved?

A The standards applies the prevent waste,
protect correlative rights, protect public health and
t he environnent, including the underground source of
drinking water.

Q Have you reviewed the Copperhead acid gas
i nj ecti on nunber one application?

A Yes, | have.

Q And what is your opinion of the application?

A Targa's application to inject the treated
acid gas into the Devonian formation via Copper head
AG nunber one well is designed to ensure the safe and
effective injection.

And then the acquisition of tailored 3D
seismc data of the injection project area addresses
concern regardi ng presence -- any presence of any
faults that could inpact by injection pressure, and
then lead to induced seismcity.

Addi tionally, Targa's proposed nanaged

pressure drilling will significantly reduce a
i kel i hood of the under/over drilling bal ances that
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may occur.

Q Were there any concerns that you had with
the application and the proposed |ocation and depth of
t he proposed AG well?

A Yes. Targa has proposed a nmaxi muminjection
of 26 mllion cubic foot per day. OCD will reassess
this maxi muminjection rate once Targa conpl etes the
step-rate test, which will be a condition of approval
outlined in Exhibit 1.

Additionally, Targa plans to install the
bottom hol e pressure and tenperature gauged by the
optic -- the fiber optic line. OCD would |ike -- we
woul d like to ensure that when it goes through the
master valves, that it's provides a conplete seal or
it doesn't inpair a conplete seal of the well.

Q You nentioned conditions of approval. Do
you have an exhibit |listing those conditions?

A Yes. It's Exhibit 1.

Q Has t he conm ssion seen this exhibit or
sonething simlar to this exhibit before?

A Yes, it has.

Q Who was this exhibit prepared by?

A By OCDUI C group, which I'm part of.

Q To the best of your know edge, is this

exhibit a true and accurate representation of OCD s
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updat ed recommendati ons for AG conditions of
approval ?

A Yes.

MS. SENI NGEN: M. Chair, at this tine,
| nove for the adm ssion of Exhibit 1.

MR. RAZATOS: Any objections?

MS. HARDY: No objection.

MR. RAZATOS: It so wll be admtted.

(OCD Exhibit 1 was received into

evi dence.)
BY MS. SENI NGEN

Q Did you change this exhibit relative to any
prior versions provided to the comm ssion in earlier
AG cases?

A Yes, we did.

Q And why did you change this exhibit?

A We added item 12 and then item 18 in the
Exhibit 1. Item 12 was added to make sure all seismc
events are recorded with seism c nonitoring station.
And item 18 was added to make sure that redundant well
I's constructed in a tinely manner.

Q Did you di scuss these changes with Targa?

A Yes, we did.

Q Have OCD and Targa agreed to the conditions

t hat ensure conpliance with the standards you
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previously nmentioned?

A There is an overall agreenent. And OCD
expects Targa to address the concern nentioned
earlier. OCD reserves the right to reassess
the -- the proposed maximuminjection rate after the
conpletion of the step-rate test on the well.

Additionally, the integration of the fiber
optic line into the well construction nust be done in
a way that it doesn't inpede the conplete seal of the
well to prevent an escape of the injectate.

Q So you woul d agree that Targa agreed to

conply wwth the conditions listed in the conditions --

A Yes.

Q -- of Exhibit 1?7 Excuse ne.

A Yes.

Q Coul d you pl ease sunmarize the conditions

for the conm ssion?

A The conditions outlined in Exhibit 1
represent OCD s standard approval criteria for
AG -- for AG wells. These conditions exceed the
standard approval or requirenents for underground
i njection wells due to the specific nature of the
i njectate, nanmely treated acid gas.

The AG wells nust be constructed using

corrosion-resistant alloy strings and i ncl ude
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subsurface safety box and then a packer fluid that
contains corrosion inhibited -- inhibitors and biocide
addi ti ves.

OCD has added two itens to the previously
approved AG condition of approval admtted by the
comm ssion. Like I nentioned before, these itens are
item 12 and then 18 in the OCD Exhibit 1.

The addition item 12 in the OCD Exhibit 1 is
necessitated by the fact that deep wells subject to
such high pressure could be subjected to induced
seismcity. And then having seism c nonitoring
stations would provide OCD with necessary data to take
appropriate seismc provision protocol in a tinmely
manner .

Item 18 was added to ensure that limted

time required to initiate the conpletion of the second

wel |, to have avail able redundant well in case the
primary well is down from various reasons.
Q I would like to ask sone questions now in

response to Targa's witnesses. Are there any other
clarifications that you feel are necessary after
review ng Targa's application and cenent top
met hodol ogy?

A Well, with the cenent top nethodology, it's

just we -- we would like to ensure that the 20-inch
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surface casing, both the -- |ike he nentioned earlier,
CBL and then visual inspection are coupl ed.

Especially in the -- no, no. The 20-inch CBL is
exenpt ed, but the visual inspection should be coupled

with a cement report that includes density of

the -- density of the cenent.
Also, as | nmentioned in the -- at the
12 -- at the 1250 depth, still the cenent type is

described as a Ctype. And then as the Targa expert
testified earlier, at this depth, the tenperature
coul d be about 180 degrees, which exceeds the 170
degrees, which makes the C type not suitable. So we
would -- OCD would |like Targa to utilize a cenent type
H and above.

Q Are there any other clarifications that you
feel are necessary about strength regression?

A Yes. So the strength -- the strength -- the
cenent strength retrogression, which is especially at
the bottom that mght be -- | think the gentl eman
al ready addressed it, but OCD would |ike to make sure
t hat --

At or about 230 degrees there is going to be
a degradation of the cenment and then creation of
permeability, so OCD would require you to add

additives like the -- the, you know, silica flour,

Page 197

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 would prevent the degradation.

Q Are there any other clarifications you w sh
to address about Poisson's ratio?

A Yes. Dr. Anmpomah kind of touched it, but we
woul d like to make sure that whether is it a |inestone
or a sandstone or it's a mx, that triggered you to
utilize the 0.3?

I nmean, usually 0.27 is for linmestone, which
I's nostly the industry accepted standard. And then
0.33 is for sandstone. But you pick point -- what was

the -- the ratio that you picked is 0.3? Was it 0.3?

Q That's correct.
A Yes, 0.3. So we would |ike you to
characterize the exact nature of that formati on. s

it a mx between the two that triggered you to put the
0.3? Because those single ratios could make a | ot of
difference in the sinulation in the nodel.

Q Are there any other clarifications you w sh
to address about the fracture gradi ent conparison?

A W would like to ask Targa -- they did use
the Eaton's fornula for theoretical cal culation of
fracture gradient. O course, that will be determ ned
by the step-rate test, which is unenpirical data.

But we would like to know t hough your

Eaton -- Eaton's fracture gradient which was utilized
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for the sinulation nodel, if you have conpared it to
any other A wells in the past, and then what is the
val ue di screpancy between Eaton's driven fracture
gradi ent and then step-rate test driven fracture
gradi ent?

Q Do you have any concerns about the redundant
wel | being on the Del aware Mountain group?

A Yes. That cane today. Wen we were
eval uati ng the Copperhead AG nunber one, the Devoni an
well, we were not aware Targa's intent that they wl
drill the redundant well in the DMG

So the internedi ate two, which covers the
DMG zone, which is the Cherry, the Bell, you know,
those -- those are active produci ng zones. And OCD
woul d like that you utilize a corrosion-resistant
cenent for that part. Also, when you -- when you
build your -- I'"mtal king about for AG nunber one.
The way it's designed right now, there is no

corrosion-resistant cenment in there. Also, we highly
recommend if you could consider corrosion-resistant
alloys for that part as well, if you really go ahead
w th your DMG redundant well .

Q In your opinion, will these conditions and
the itens that you addressed in your testinony provide

adequat e assurance that the proposed well w Il not
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cause waste or harmcorrelative rights?

A Yes, given our concerns are addressed.

Q In your opinion, will these conditions and
I tens addressed in your testinony protect public
heal th and the environnent, including underground
sources of drinking water?

A Yes.

MS. SENI NGEN: Those are all of the
questions that | had for M. Gebrem chael.

MR. RAZATOS: Ckay. Ms. Hardy.

M5. HARDY: No questions. Thank you.

MR. RAZATOCS: Ckay. Comm ssioners, did
you have any questions?

DR. AMPOMAH: No questi ons.

MR. RUBIN: Yes. Yes, | have one
guestion for the wtness.

The concerns that you cited, sir, with
the respect to the class H concrete, the Poisson
ratio, whether it's a 0.27 or a 0.33, depending on the
type of stone we're | ooking at, and al so your concerns
about the DMG redundant well, did you -- are you
advocati ng those concerns be incorporated into what is
now Exhibit 1 as permt conditions?

THE W TNESS: Yes.

MR. RUBIN:. Oh, okay. Are they

Page 200

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

currently part of the Exhibit 17

THE W TNESS: No, they are not, but
t hey should be incorporated. Those -- those concerns
shoul d be addressed. Yeah.

MR. RUBIN:. Okay.

MR. TREMAINE: If | may, Counselor. |
t hi nk the division would advocate -- or | would
advocate for the division that based on the record
t oday, that we nmake sure that those clarifications
made on the record during all of the direct testinony,
that ny understanding is all of the parties are
agreeing to would be added into the terns of the
or der.

So rather than adding themto the
exhibit, | think the record' s adequate to include
those as requirenents and incorporate into the order.

MR. RUBIN:. Thank you, M. Trenaine.
So | guess if the comm ssion were to approve the
application, the parties would submt a new proposed
formof order with those conditions incorporated
t herei n?

MR. TREMAI NE: That woul d be ny
recomrendation rather than resubmtting exhibits.

MR. RUBIN:. All right. Because you

don't want me to wite it.
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MR. RAZATOS: Excellent. Conmm ssioner
Bl oom did you have any questions?

MR. BLOOM | do not. Thank you,

M. Chair.

MR. RAZATOS: Okay. Can this w tness
step down? Everybody okay with that?

THE W TNESS: Yes. Thank you.

MR. RAZATOS: You're still nuted.

MR. RUBIN:. Anything further from
either party before the comm ssion deliberate?

M5. HARDY: Not from Targa.

MS. SENI NGEN:  No.

MR. RUBIN:. Al right. Conmm ssioners,
I f you have any deli berations you wish to -- of
course, we can always go in a closed session, but |
understand it's not the wish of the conm ssion. So
wel |, would you |ike, Counsel, to state a notion at
this point?

MR. RAZATOS: Conmm ssioner Bl oom
Conmi ssi oner Anponmah?

DR. AMPOMAH. Yeah, so | think if you
| ook at the application very detailed, and |I'm very
happy with regards to how NMOCD i s handling this,
especially the rate that they are proposing and then

t heir approach. You know, after the step-rate test,
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NMOCD wi Il -- they have the right -- they reserve the
right to go back and say, "No, you cannot have the
26."

So | think that addresses nobst of ny
concerns. But essentially, the application | ooks
great, and | do not have any concerns. You know, and
| do support this.

MR. RUBIN:. Okay. Conm ssioner Bl oom
do you have any further coment?

MR. BLOOM No, | concur with
Dr. Anpomah, and woul d nove to approve this.

MR. RUBIN:. All right. So then based
upon the sentinents of the comm ssion, wll the
conm ssion entertain a notion to approve the
application subject to the permt conditions as
proposed by the departnent, that Exhibit 1 to be
suppl emented by the testinony of the departnment
W t ness today?

MR. BLOOM | so nove.

DR. AMPOMAH: | second.

MR. RUBIN:. Ckay. And we'll take a
roll call vote. M. Chair

MR. RAZATOS: | agree.

MR. RUBIN. Ckay. Dr. Amponmh.

DR. AMPOVAH:  Approve.

Page 203

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

MR. RUBIN. M. Bloom

MR. BLOOM  Approve.

MR. RUBIN:. All right. The application
IS so granted.

Anyt hing further fromthe parties on
t hat ?

M5. HARDY: No. Thank you very nuch
for your tine today.

MR. RUBIN. Oh, that's okay.

MS. SENI NGEN: No. Thank you very
much.

MR. RUBIN. All right. Thank you very
much for your presentations. Very professional, and
they are very nuch appreciated.

MR. RAZATOS: Excellent.

MR. RUBI N: M. Chair, | believe
t hat --

MR. RAZATOS: We've got our next point
on our list is any pending litigation.

M. Rubin.

MR. RUBIN:. Well, could give you the
I nevitable Atencio |awsuit update. The notion for
a -- petition for an interlocutory appeal was granted,
so the court has now in the real mcourt of appeals.

They will decide the legal issues as presented in our
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notion to dismss this, which we joined in with the
ot her defendants, the |egislative defendants had a
different notion, but our executive codefendants,
whi ch were Ebner, NMBD, and their cabinet secretary.

So | would anticipate at |east six
nonths for the court of appeals to chew on this, and
then in the neantinme we are nercifully relieved of our
duties to respond -- do anything else. 1In the
district court level, everything is stayed.

MR. RAZATOS: G eat.

MR. RUBIN. Yes. So that's all | have
at this tine.

MR. RAZATOS: Thank you for the update.

And our next point this afternoon is
any ot her business that anyone may have. | do have
one point. W had discussed |last nmeeting that in
Oct ober, | would be out of the country the week that
the meeting is held. | believe we did -- we | ooked at
all schedul es.

And Sheila, it was COctober the 9th;
correct? -- that it worked out?

M5. APODACA: Yes, that's correct.

MR. RAZATOS: Excellent. So our
Oct ober hearing is going to be held on October the 9th

for that reason, so --
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Any ot her issues that anybody el se may
have?

DR. AMPOMAH: The next neeting is
Sept enber 19th, and we do have the | ong hearing al so
com ng up, SO are we going to have two neetings in a
nmont h?

MR RUBIN. | was witing that down.

Sheila, is it true -- | understood as
we di scussed before that the hearing on Enpire and
Goodni ght is scheduled for the 23rd?

MS. APODACA: Yeah, that's right. The
23rd through the 27th.

MR. RUBIN:. Ckay. And so to have a
meeting on Septenber 19th in addition to that, is that
sonet hing we can consolidate with the hearing -- with
t hat date, or no?

M5. APODACA: Right now, the only thing
on the Septenber 19th docket would be the presentation
of a notice of hearing for the rul emaking that was
heard today.

MR. RUBI N: Ckay. Well, certainly,
Conmi ssi oners, nothing set in stone yet as to when you
wish to nmeet. Hopefully that notice on the issue we
just heard this norning, we mght be able to deal wth

t hat rather quickly, and we could just have one
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nmeeting on -- beginning on the date of the hearing.
Is that -- | nmean, | think we should probably pin that
down now.

MR. RAZATOS: That works for ne.

Comm ssi oner Bl oonf?

MR. BLOOM So M. Rubin, are you
saying that we would forego neeting on the 19th, and
I nstead bring up the 19th's business on the 23rd?

MR. RUBIN: Yes, Comm ssioner Bloom
that is nmy suggestion just as a --

MR. BLOOM | think that would make
sense, yeah. Save people sone tinme and drivi ng.

MR. RAZATOS: Dr. Anpomah.

DR. AMPOVAH. Oh, | second that.

MR. RUBIN. Al right, then. Ckay.
Okay. So you'll nmke sure that happens with --

MR. RAZATOS:  Yes.

MR. RUBIN:  Okay.

MR. RAZATOS: So Sheila, can we just
docunment that the 19th's hearing, since we only have
the one topic, we'll hear it on the 23rd at the
begi nning before we start with a case?

MS. APODACA: Okay.

MR. RAZATQOS: Excellent. Any other

busi ness? Any other issues? Okay. So --
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MR. BLOOM
o' cl ock, guys.
MR. RAZATOCS:
VR. BLOOM
o' cl ock.
MR. RAZATOS:

You want us to push it out
MR. BLOOM
Let's wap it up.
MR. RUBI N:
noti on to adjourn.

MR. RAZATGCS:

We can push it out to five

| beg your pardon?

We can push it out to five

| s that what you want ?

to five?

No, we can wrap it up.

Yeah, you do not need a

So just as nentioned, our

next nmeeting is going to be on the 23rd, and this

meeting is adjourned. Thank you, everybody.

(Wher eupon,
2:55 p.m)

t he neeting concl uded at
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CERTI FI CATE

I, JAMES COGSVELL, the officer before whom
t he foregoing proceedi ngs were taken, do hereby
certify that any witness(es) in the foregoing
proceedi ngs, prior to testifying, were duly sworn;
that the proceedi ngs were recorded by ne and
t hereafter reduced to typewiting by a qualified
transcriptionist; that said digital audio recording of
sai d proceedings are a true and accurate record to the
best of my know edge, skills, and ability; that | am
nei t her 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 enployed by the parties
hereto, nor financially or otherwise interested in the
out cone of this action.
August 29, 2024 ;ﬁgééézy

JAMES COGSWELL

Notary Public in and for the

State of New Mexico
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CERTI FI CATE OF TRANSCRI BER

|, MORGAN PALMER, 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
otherwi se interested in the outcone of this action.

August 29, 2024

oeger -

MORGAN PALMER
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