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CHAI RMAN RAZATOS: Good norning to
everyone. It is 9:00. Can you hear nme in Pecos
Hal | ?

M5. APODACA: We can hear you.

CHAI RMAN RAZATOS: Awesone. Thank
you. Today is Wednesday, April 9, 2025. This is a
continuation of the G| Conservation Division
hearing that we have had schedul ed for April 7th
through the 11th. This is an evidentiary hearing
that we're having today. W're continuing it. It's
t he consol i dated cases by Goodni ght, Mdstream and
Enpire New Mexico. The case is, again for the
record, are Case Numbers 24123, 23614 through 17,
23775, 24018, 2 -- through 24020 and 24025.

Before we start the actual case and
transfer it over to our hearings officer, | just
have a prelimnary issue that 1'd |ike to discuss
regardi ng tonorrow.

Comm ssi oner Dr. Anpomah tonorrow does
have a scheduling conflict in the norning. So we do
need to start on a delay, if at all possible. So
the request is to potentially start at 10: 30
tomorrow norning. Starting -- nowit's glitching on
my side, so | don't know if you guys heard that, so

"1l repeat it. Starting at 10: 30 tonorrow norning.
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Are there any issues with the
comm ssi oner -- other comm ssioners?
M. Lankin, do you have an issue with
t hat ?
COW SSI ONER LAMKIN: | don't have an
I ssue with that.
CHAI RMAN RAZATOS: Excellent. And
then as parties that are in the room as well, |
al ways start on ny right-hand side. M. Rankin?
MR. RANKIN. Good norning, M. Chair,
conm ssioners. No problem accommodati ng Dr.
Amponmah' s schedul e.
CHAI RVAN RAZATOS: Excel lent. Thank
you.
Ms. Hardy?
M5. HARDY: Good norning, M. Chair
Comm ssioner. That's fine with Enpire. Thank you.
CHAI RMVAN RAZATOS: Ckay. M. Beck?
MR. BECK: That's fine with Rice.
Thank you.
CHAI RMVAN RAZATOS: M. Moander?
MR. MOANDER: No i ssue from OCD,
M. Chair.
CHAI RMAN RAZATOS: Excellent. And on
the platform M. Suazo?
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MR. SUAZO No i ssues for Pilot.
CHAI RMVAN RAZATOS: COkay. So we will

be starting tonmorrow at 10:30. So that is going to

be a slight shift to our normal schedul e, but thank
you for everybody's willingness to accommodat e.

That was the only thing that | needed to
tal k about. So, M. Hearing Oficer, |I transfer the
hearing over to you again. Thank you.

HEARI NG OFFI CER HARWOOD: Thank you,
M. Chairman. You' re sounding better. | hope
that's the case.

CHAI RMVAN RAZATOS: Thank you. |
appreciate it. I'mtrying.

HEARI NG OFFI CER HARWOOD: Al l right.
Wth the Comm ssion's perni ssion, since the weather
is warmng up nicely this week, if it's okay with
you, Chairman Razatos, |'minclined to relax the
dress code. |If folks want to take off their

j ackets, you know, feel free to be confortab
We' ve been here |long enough to indulge that s
informality.

CHAl RMAN RAZATOS: | see -- |
totally okay with that. Conm ssioner Anponah

al ready has his jacket off, so make yoursel ves

confortabl e.

e.

ort of

m
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Jack Wheeler - April 9, 2025

Cr oss- Exam nation by M. Beck 8

HEARI NG OFFI CER HARWOOD:  Okay,
great. Thank you.

Al right. WlIl, | see we have a w tness
back on the stand, and we have a court reporter
who's rested and raring to go.

So, M. Weeler, 1'll -- you're a | awer,
but -- so it's probably pointless, but I'll rem nd
you you're under oath as well as an expert, and
So -- let's see.

JACK WHEELER: Well, thank you for
rem ndi ng ne.

HEARI NG OFFI CER HARWOOD: Let's go on
the record, if we aren't already. And | believe if
" m not m staken, M. Beck, it's your
cross-exam nation of M. Wheeler.

CROSS- EXAM NATI ON

BY MR. BECK:
Q. Good norning, M. Weeler.
A. Mor ni ng, sir.
Q My nane is Matt Beck, and | represent Rice

and Perm an.

A. Yes, sir.

Q I n your testinony yesterday, you said that
Enpire becane aware of injection of saltwater into

the San Andres in 2023; is that right?
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Jack Wheeler - April 9, 2025

Cr oss- Exam nation by M. Beck
A Just a mnute, | -- sonmething is ringing,

but | don't have ny phone. Sorry.

Q That's all right.

A It's ringing in ny new hearing aids, so --

Q. No probl em

A. -- I"msearching all ny pockets and can't
find anything. I'mthinking this is a terrible way
to start, so hopefully, it will inprove now.

Q Great. So how did Enpire becone aware of

the saltwater injection into the San Andres and the
EMSU i n 2023?

A. Qur chairman and M. West went up to
review the properties and talk to the field foreman,
and stuff, about the process to go in to rework the
field and i nmprove the production stuff, and the
story | heard, which is really a great story, but
turned out to be fal se because they were flying over
in a helicopter and saw the operations. But |I was
correct and told they were just driving around in a
car.

But anyway, that's when they saw the
Wigley surface facility there at EMSU.

Q The Wigley surface facility, you said?
A. Yes, sSir.
Q And is that a Goodni ght injection
Page 9
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Jack Wheeler - April 9, 2025

Cross- Exam nation by M. Beck 10
facility?
A. Yes, sir.
Q Now, | assune you' re aware of what the

Euni ce Monunent sal twater disposal systemis?

A. Yes, sir.

Q And you understand that to be a saltwater
di sposal system operated by Rice --

A. Yes, sir.

Q -- is that right?

MR. BECK: Adam can | ask you to

bring up Rice Exhibit 4.

Q. This is Rice's Exhibit 4, M. Weeler.

Have you seen this docunent before?

A No, sir.
Q. Okay. Do you know who Thomas Pritchard
I s7?
A Yes, sir. He was the former chairman.
Q. And so this is a Joinder and Ratification

of Articles of Agreenent of the Euni ce Monument
EUMONT Sal t wat er Di sposal Systenf

A. Yes, sir.

Q And it says that, "In exchange for the
mut ual prom ses and covenants contained in the
foregoing Articles of Agreenent for the Eunice

Monument EUMONT Sal t wat er Di sposal System and ot her
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Jack Wheeler - April 9, 2025

Cross- Exam nation by M. Beck 11
good and val uabl e consi deration, including
acceptance of Enpire New Mexico, LLC, as an
addi ti onal and new system partner with the right to
di spose of saltwater by use of the system the
recei pt and sufficiency of which is hereby
acknow edged. Enpire New Mexico, LLC, as an
addi ti onal and new system partner in the Eunice
Monument EUMONT Sal t wat er Di sposal System does
her eby adopt, accept, ratify, and agree to be bound
by all of the terns and conditions, including the
assunmption of systemliabilities of its assignor,

all as set forth and contained in the Articles of

Agreenent."” Did | read that correctly?
A Yes, sir.
Q. And this was executed by Thomas Pritchard

as CEO of Enpire New Mexico on Novenmber 29, 2021; is
that right?

A. Yes, sir.

Q Do you know where the -- and |'mgoing to
call it the EME instead of Eunice Monunent EUMONT.
Do you know where the EME sal twater disposal wells
are within the EMSU?

A. Yes, sSir.

Q And so this would indicate that in

Novenber of 2021, that Enpire was aware of ongoing
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Jack Wheeler - April 9, 2025

sal t wat er
EMSU and
A.

Q

Ri ce Exhi

Oficer,
Ri ce Exhi

adm tted.

Q
you what'

you'll --

me ask you: Have you seen this Articles of

Agr eenent

Cross- Exam nation by M. Beck 12
di sposal into the San Andres within the
around the EMSU; is that right?
Yes, sir, it should.
And are you aware that --
MR. BECK: Well, can you bring up
bit 172
And before | |eave this one, M. Hearing
Rice and Perm an nove to admt Exhibit --
bit 4 for adm ssion.
HEARI NG OFFI CER HARWOOD:  Enpire?
MS. SHEEHAN: No obj ection.
HEARI NG OFFI CER HARWOOD:  Goodni ght ?
MR. RANKIN. No objection.
HEARI NG OFFI CER HARWOOD:  OCD?
MR. MOANDER: No obj ections.
HEARI NG OFFI CER HARWOOD: Pi |l ot ?
MR. SUAZO. No obj ecti ons.
HEARI NG OFFI CER HARWOOD: It will be

(Exhibit 4 admtted into evidence.)
(By M. Beck) Now, M. Wheeler, |I'm show ng
S been marked as Rice Exhibit 1. If

do you recognize this -- well, first |et

for the Euni ce Monunment EUMONT Sal t wat er
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Jack Wheeler - April 9, 2025

Cross- Exam nation by M. Beck 13
Di sposal System before?

A. Yes, sir.

Q And these are the Articles of Agreenent
that Enpire joined in Novenber of 2021, right?

A. Yes, sir. W were successor interest in
Gul f, which |ater retained Chevron and then was
transferred to XTO, which we succeeded in.

Q And so on page 1 of this docunent, this
agreenent was nade between the system parties on

June 10, 1958, right?

A. Yes, sir.

Q And those founding parties in the system
i ncluded Gulf G| Corporation?

A Yes, sir.

Q. And that was the successor interest --

successor in interest, as you just said, to Enpire
via XTO and before that, Chevron?
A. Yes, sir.
MR. BECK: M. Hearing Oficer, 1'll
admt -- I'Il nove to admt Rice Exhibit 1 into
evi dence.

HEARI NG OFFI CER HARWOOD:  Enpi re?

Enpire?
M5. SHEEHAN: [|'massumng -- I'm
sorry, | checked out there for a sec. |I'massum ng
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Jack Wheeler - April 9, 2025

Cr oss- Exam nation by M. Beck
you're admtting this |last exhibit?
MR. BECK: Yes.
MS. SHEEHAN: No obj ecti on.
HEARI NG OFFI CER HARWOOD:  Goodni ght ?
MR. RANKIN: No objection.
HEARI NG OFFI CER HARWOOD:  OCD?
MR. MOANDER: No objection
HEARI NG OFFI CER HARWOOD: Pi |l ot ?
MR. SUAZO. No objections.
HEARI NG OFFI CER HARWOOD: It will be
adm tted.
(Exhibit 1 admtted into evidence.)
MR. BECK: Thank you.
M. Rankin, if you go to page 2, paragraph
2 of that.

Q (By M. Beck) This provides that, "It being
desirable that a unified effort be nade to control
the disposition of the water produced fromthe wells
listed on Exhibit D, it is the purpose of this
agreenent to prescribe the manner in which a unified
di sposal control system for the water so produced is
to be constructed, operated, and maintained." D d I
read that portion of it correctly?

A. Yes, sir, you did.

Q So the purpose of this was so that the
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Jack Wheeler - April 9, 2025

Cross- Exam nation by M. Beck 15
parties could di spose of wastewater produced in
their wells in the EME system right?

A. Yes, sir. It's only the parties that are
related and listed in the first paragraph. And it
was not a commercial disposal. And the disposals
were not at hundreds of thousands of barrels a day
for that E -- operation.

Q Okay. So | didn't pick up on that when
you were tal king yesterday about commerci al
di sposals. This is not included in those comrerci al
di sposals in the systenf

A. No.

Q. And tal ki ng about production, you' re aware

that the EME system operates on vacuunf

A. Yes, sir.

Q. And it's operated on vacuuns since --
well, the late 1950s until today?

A. Yes, sir.

HEARI NG OFFI CER HARWOOD: M.
VWheeler, I'mgoing to ask you to pull that mc a
little closer to you, if you don't m nd.

JACK WHEELER: Cl oser.

HEARI NG OFFI CER HARWOOD:  Thanks.
You're not the only one here with hearing issues,

so -- and by the way, we have these if you think
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Jack Wheeler - April 9, 2025

Cross- Exam nation by M. Beck 16
that would be hel pful to you. There are nore in the
back.

JACK WHEELER: |'ve never done
anything with that, so |I'd probably really be in bad
territory.

MR. BECK: M. Rankin, if you'll go
to page 33 of Exhibit 1, please.

Q (By M. Beck) M. Wheeler, this is
Exhibit D of Exhibit 1, which is the EME Articles of
Agreenent from 1958. Do you see Gulf QO
Corporation's wells --

A Yes, sir.

Q. -- listed there? And that includes the
Bell A through G and then the Ranmsay A, right?

A | can see the Bell, but | don't see the
Ransay.

Q. That's fine. Underneath Bell

A. No, | trust you what you're saying is
correct.

Q Al right. And then Gulf Ol Corp.'s

wells listed in Exhibit D then continue onto the

next page, alnobst the entire next page of Exhibit D,

right, the Bell -- the wells that are part of the
EME syst enf?
A. Yes, sSir. | don't recognize the nanes
Page 16
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Jack Wheeler - April 9, 2025

Cross- Exam nation by M. Beck 17
because after the unitization, all of those nanes
were changed. But | see the |ist.

Q Okay. | want to go to the second slide in
your testinony from yesterday.

So yesterday when you tal ked about the
Comm ssion's 1984 approval of the EMSU waterfl ood
and definition of the unit to include the San Andres
1984 -- at that point, the EME system had been
operating for over 20 years, right?

A Yes, sir.

Q. Di sposi ng of saltwater -- produced
saltwater into the San Andres for over 20 years?

A. Correct.

Q The next thing | want to talk to you about
is slide 7. You talked about the first bullet point
on slide 7 here a little bit yesterday. And | think
I, like M. Rankin, noticed this was different than
what | read in your direct testinony. And so |ast
night I went and | ooked for --

A. " msorry, | can't see the slide.

Q Is it not in front of you on your conputer

screen there?

A. Ch. The acquisition? Onh, okay. I'm
sorry, | see it.
Q That's all right. So | went yesterday and
Page 17
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Jack Wheeler - April 9, 2025

Cr oss- Exam nation by M. Beck
| ooked t hrough the purchase agreenent for a docunent
or exhibit called Assunption of M ninum Esti mat ed
EQA Liability or something |ike that, but | didn't
see that. |Is that part of the purchase agreenent or
was there a separate agreenent for that?

A. In the XTO agreenent, it's stated in there
that as part of the agreenent, there's an assunption
of all plugging and abandonnent liabilities for the
wel s that were assigned.

JACK WHEELER: Sharon, we have that
hi ghlighted in the purchase and sal e agreenent. So
maybe you can help M. Beck |ocate that.

Q. Was that Article 11 that you tal ked about
with M. Rankin yesterday, the post closing

obl i gati ons?

A Yes, sir.

Q Okay. And when did -- when did Enpire
become aware of the $56 mllion in plugging
liability?

A. Vell --

Q If you -- if you know. | recognize you

weren't there in 2020 when this was all going on.
A. What transpired was that M. Pritchard had
done the purchase and sal e agreenent and executed it

and then executed all the additional docunents. And
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Jack Wheeler - April 9, 2025

Cr oss- Exam nation by M. Beck
he put theminto a file that was not a share file.

And right after the acquisition, he left
the conpany. And it wasn't until we were doing the
due diligence for responding to the subpoenas that
Goodni ght had tendered to us did we go through and
have an outside firmcone in and try to | ocate al
of his emails and share our files and everything.
And that's when we really focused on how | arge the
liability was.

And about the sanme tine is when we got the
order of conpliance fromthe OCD, from M. Jesse
Tremai ne, where he |listed the wells that we were out
of conpliance on and needed i mmedi ate acti on on.

Q So it was in responding to Goodnight's
subpoenas that Enpire became aware of this plugging
liability that was now 56 mllion?

A. Yes. We had wells that we knew had gone
of fline and needed pl uggi ng or reconpl etion,
what ever, about the tine -- | would say in May or
June of 2023 when M. West cane aboard. And he went
out to the field, and stuff, and everything with
M. Ml acek in August of 2023 and recogni zed the
nunber of wells and the fact that many of them
needed pluggi ng and action taken to correct.

Q And recogni zing that in August 2023 is
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Jack Wheeler - April 9, 2025

Cross- Exam nation by M. Beck 20
when you-all engaged, | think you said, |ike an
outside firmto |ook at the extent of that

liability; is that right?

A. Yes, sir.
Q And that August 2023 tine period, that's
about the sanme tinme that you got the notice of -- or

order of conpliance fromthe OCD?

A. Yes, sir.
Q And that's how canme to recogni ze the --
what you now estimate is $16 nmllion of surface

remedi ati on?

A Yes, sir. There were over 6-, 700 wells
that -- not that date, but in the future, as long as
Enpire owned the property, that we would ultimately
have to plug and renedi ate the sites.

Q. Now, if we look at -- and | think we
| ooked at this yesterday with M. Rankin. |f you
| ook at paragraph 10 of your direct testinony from
2024, that's where it was a little bit different --
well, it was really different. |In your August 2024
testinony, you said Enpire acquired basically the
properties from XTO for 17,800, 000, right?

A. Yes, sSir. | went back and | ooked | ast
ni ght at ny notes, and stuff. When | had given it

to ny paralegal to type, it was -- in ny notes to
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Jack Wheeler - April 9, 2025

Cross- Exam nation by M. Beck 21
her, it said "for cash purchase price." And when
she typed and | reviewed it and executed it, |

didn't notice that the word "cash" had been

excl uded.

Q And you | ooked at those notes |ast night,
you sai d?

A. Yes, sir.

Q So those would be available to provide to

all of us here?

A Yes, sir.

Q. Al right. You'd be willing to do that?
A. Subj ect to my counsel's gui dance.

Q. Okay. You would be willing to provide us

at | east the portion of your notes that said a "cash
purchase price"?

A Yes, sir.

Q. I'd like to see that.

Now, the next sentence you didn't talk
about, the next sentence at paragraph 10 says,
"Because of this substantial investnent, it is
i nperative that Enpire be allowed to conduct
primary, secondary, and tertiary recovery of al
hydr ocar bons present in the Euni ce Monunment South
Unit"; is that right?

A. Yes, sSir.
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Q Is that what was witten in your notes
t hat you reviewed | ast night?
A. | didn't ook at that sentence, and stuff,

but that is proper and correct, to the best of ny

know edge.
Q And so what this sentence is saying is,
"Look, we spent alnost $18 million on this property.

And so because of that substantial investnent, it's
| nperative"?
JACK WHEELER: Sharon, can you turn
of f my phone or sonething?
| going to try to take ny hearing aids
of f.
Q That's fine. No worries. | think -- |
t hi nk she turned them of f.
Can you hear nme now?
A Yes, sir.
Q Al right. So what | was getting to is,
t hat second sentence is telling the Conm ssion that
because of this, quote, "substantial investnent,"
it's, quote, "inperative that Enpire be allowed to

conduct primary, secondary, and tertiary recovery,"

ri ght?
A. Yes, sSir.
Q And now, cone to today, as you represented
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to the Commi ssion for the first tinme yesterday,
you're now saying that it wasn't $17.8 million. It
was $89.8 million, right?

A. Yes, sir.

Q Because now, in 2023, you recognize that
this property you bought for $17.8 million came
along with, well, at least an additional -- over
$70 million in liabilities?

A. We did, in ternms of estimating the cost of
the P&A liabilities, which was 56 mllion. And then
following ny preparation and execution of this
self-affirmed statenent, we received a notice from
the State Land Office that there were 288 sites that
we needed to renedi ate that we were not aware of
ei ther.

If you go back to the purchase and sale
agreenment, instead of -- what | always try to
negotiate in a purchase and sal e agreenent is that
you'd have an effective date and you woul d assune
all the liabilities after the effective date, and
the seller would still be responsible for all the
activities prior to the effective date.

But if you ook at this purchase and sale
agreenent, it provides that we're responsible for

all the costs associated with any operations or work
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or anything prior to own or after.

Q So | think the answer to ny question was
yes?

A Um hmm

Q That after that date, where you wote

17.8, you found Enpire in 2023, now had an
additional $72 million of liability, at least, with
t hese properties?

A In 2024 woul d be the date that we were
totally aware of all of the costs.

Q. And going back to that second sentence of
paragraph 10, there's nothing preventing Enpire
today from conducting primary, secondary, and

tertiary recovery of those hydrocarbons, is there?

A. Yes, sir.
Q. What is that?
A. The injection of the comrercial wells that

are within the EMSU unit and the high vol unes of
water that they're injecting, which is detrinental
to a tertiary recovery operation.

Q Wel |, just |ooking at what you say in
paragraph 10, there's nothing -- | nean, Enpire
right nowis allowed to conduct prinmary, secondary,
and tertiary recovery, right?

A. Well, we would have to go to the
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Comm ssi on and get approval for a CO2 fl ood
operation. And at that point if they approve it, we

woul d be able to conduct tertiary recovery.

Q And that hasn't happened yet?

A No, sir, it hasn't.

Q Empire hadn't applied for that?

A. No, sir, we haven't.

Q VWhen you tal k about -- and | wote this

down yesterday. You said that you were ordered to
stop doing anything with the EMSU;, is that right?
A. We had an executive neeting as to the
operations. And a determ nation was nmade that we
were not going to expend any nore noney until we
were able to cease the injection in the comerci al
wells. And if you talk to M. Curtis, you'll see
that we al so have gone in and term nated all of our
interest in any of the Rice and Perm an sal twat er

di sposal agreenents that M. Pritchard had execut ed.

Q Do you renmenber ny question?
A. Woul d you repeat it?
Q Yeah. It was -- yesterday you said that

you were ordered to stop doing anything with the
EMSU, right?
A. Yes, sSir.

Q And you sort of got ahead of ne there, but
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| was going to say that order cane from Enpire, not
from anyone el se outside of Enpire, right?

A. That's correct.
Q And you' ve adhered to that? You haven't
done anything else with the EMSU in ternms of further

devel opnment here, right?

A. Yes, sir.

Q You haven't taken any cores of any wells?

A No, sir.

Q You haven't taken any nud | ogs of any
wel | s?

A No, sir.

Q. You haven't taken any |ogs of any wells?

A No, sir.

Q. You haven't drilled any new wells in the

San Andres to test for new oil?

A. W -- for the lawsuit, we had proposals to
drill three new wells that would go down into the
base of the San Andres and would give us informtion
and validation of our position. W started in
January.

We filed, | think, two permts with the
State. We've acquired surface agreenents for
damages to go in and conduct the operation, but we

haven't drilled any of those three wells as of this

Page 26

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



© 00 N o O b~ W DN PP

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

Jack Wheeler - April 9, 2025

Cr oss- Exam nation by M. Beck

dat e.

Q When did you file those applications for
t hose three new test wells? You don't have to give
me the exact date. Just -- any idea of the tim ng?
Was it this year? Was it last year?

A. No, sir. It was, I'mthinking, in
February or March.

Q February or March of this year?

A Yes, sir. | could consult with M. West
or M. Davis to find out, but that's what ny

recoll ection is.

Q That's fine. So February and March of
this year is the first time that you took any step
to get -- todrill a newtest well, right?

A Yes, sir.

Q. And you haven't taken any other step to

get new | ogs?

A. No, sir.
Q Mud | ogs?
A. Just what's -- what was avail able that we

were able to | ocate.

Q What was avail abl e, neani ng what was
avai l able in what you provided to the experts you've
testified for Enpire so far?

A. Yes, sSir.
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Q And | think |I've seen you -- there's been
a | ot of people in and out, but you've been here for
all of the testinony of Enpire's witnesses so far

over this week-and-a-hal f?

A Yes, sir.
Q And you' ve heard each one of those
W t nesses say -- your consulting expert w tnesses

say that they would have benefited from nore data
avai | abl e?

A Yes, sir.

Q. I ncl uding M. MShane yesterday about nore

recent |ogs, nmud | ogs, cores?

A Yes, sir.

Q Now, also in February of 2025, this
hearing started in front of the conm ssion, right?

A Yes, sir.

Q On February 20, 20257

A. | said the | ast week of February.

Q. You tal ked about a letter sent to

M. Curtis. That's Scott Curtis, the president of
Ri ce Operating Conpany, right?

A. Yes, sir.

Q And that letter was intended to get Enpire
out of the three saltwater disposal systens it was a

party to for Rice, right?
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A. Yes, sSir.
Q And that |etter was sent on February 21st

of 2025, right?

A. Yes, sir.
Q The day after this hearing started?
A. Yes, sir.

MR. BECK: That's all | have.

HEARI NG OFFI CER HARWOOD: Thank you,
M . Beck.
Al right. Cross-exam nation by Pilot?
MR. SUAZO. No questions from Pil ot.
HEARI NG OFFI CER HARWOOD: Then we're
back to the Comm ssion.
Dr. Anpomah, | will start with you.
COW SSI ONER AMPOVAH:  Thank vyou,

Sir
EXAM NATI ON
BY COW SSI ONER AMPOVAH:
Q. Good norning, M. Weeler.
A. Good norning, sir.
Q Thank you for your testinony today. So

earlier on, you were saying that Enpire was not
aware of any saltwater injection going on, let's
say, wthin the EMSU prior to execution of the

purchase agreenent. Do you still stand by that?
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A. Yes, sSir.
Q So do you agree with the statenent that

the San Andres has only been agreed to be as an
aqui fer within the EMSU?

A. No, sir, | don't believe it's an aquifer.
| see it as a unitized interval within the EMSU.

Q. So --

A. Maybe | didn't understand your question
right if you wanted a different answer, so .

Q Yeah. So as part of the opening
statenent, you know, Goodni ght was saying that the
San Andres was nore or |ess erroneously included in
the unitization. So it has normally been classified
as an aquifer.

A. Okay.

Q. So | was asking: Do you believe that

st at enent ?

A. Yes.
Q Do you believe that --
A. As you stated, | think that that could be

a correct position.

Q Ckay. Now, let ne ask: So if Enpire knew
about this saltwater injection that was goi ng on
wthin the EMS (sic) area, would that have inpacted

t he sal e agreenent between XTO, Chevron, and Enpire?
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A. To ny know edge, there wasn't any
agreenent with Enpire and any other party other than
Ri ce Operating.

Q Let nme repeat ny question one nore tine.
So I"'mjust follow ng up frommny previous question
where you said that Enpire did not know about the
ongoi ng saltwater injection in the EMSU

A. Not till August of 2023, yes, sir.

Q Okay. So ny question to you is: |If
Enpire knew about the ongoing saltwater injection
within the EMSU specifically to the San Andres,
woul d that have inpacted your purchase agreenent?

A. If we had known it prior to making an
offer to purchase the properties, we would have
never done it if we couldn't cure the issue with the
commerci al disposal wells that were injecting into
the San Andres, that's correct, sir.

Q Then is it not that probably Enpire did
not do a due diligence?

A. No, sir. Like | stated previously, we
engaged a conpany called El k Mesa Energy in Denver
that was doing -- that took the dunmp file from
ExxonhMobi |, and they were analyzing all of the data,
and everything. But there was no information in

there that disclosed that there were any sal twater
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di sposal wells they were injecting into at
San Andres.

Q | nmean, that one is a little bit difficult
for me to understand, because it being -- let's say,
you know, you're going to put that over $17 mllion
to make a purchase of a property. | nean, even if
we are buying a rental property -- if we were buying

a rental property, we do have the right to go out
there, scout the area, you know, even enter the
building to go -- what we are really signing up for.

Soit's alittle bit surprising that you
are saying that Enpire got to know about it probably
two -- two years after the purchase?

A. If you read in the purchase and sale
agreenment, it provides explicitly that we would have
the right to go out on-site and investigate the
assets and everything. But at that tinme Enpire was
a very, very small conpany with less than five or
si x enpl oyees.

And we engaged El k Mesa to go in and do
the analysis. And when | talked to the |lady at Elk
Mesa, she said that they had not done an on-site
visit. And when | talked to M. Morrisett, who's
the only individual that's still with Enpire from

the date that we acquired the property, he had no
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knowl edge that an anal ysis had been done of going
on-site and review ng the properties.

Q You know, then, it sounds to nme that
you're trying to utilize the Conm ssion and also in
the cost to nore or |less right some wongs that
Enpire shoul d have probably known better?

A. Yes, sir. \When |'ve done -- and |'ve
probably done 6- to 700 acquisitions in ny career,
and every single tinme ny approach to the due
diligence was significantly different than what [|'ve

been able to determ ne that Enpire did back in 2021.

Q So you tal ked about in your direct
testinmony and in our back and forth -- so you're
tal ki ng about -- |I'mjust going with whatever -- on

the I-10, nunmber 10, where you are saying that you
do have 7 -- you've already spent $17.8 mllion, and
t he Comm ssion should -- with a substanti al

i nvestnent, it is inperative that Enpire be all owed
to conduct primary, secondary, tertiary recovery of
all hydrocarbons present in the EMSU unit.

Now, ny question to you is: Do you have
any know edge of the saltwater injection investnents
t hat has occurred in those areas since, let's say,
1955 or so? So if you're asking the Comm ssion to

grant fully what Enpire is asking for, do you have
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knowl edge on how nuch investnment we'll be w ping
out ?
A. No, sir. | do know that they have a

pipeline that | think is about 7 -- 67 mles |ong
that goes up into Lea County and the area of the
EMSU.

| also know that they drilled four wells,
of which the first well, the Ryno well, was drilled
down into the Devoni an, which would be a very
expensive well. So ny estimate would be that the

wells that they drilled, plus the facilities and

stuff, could be in a range of 8 to $10 mIlion.

Q. 8 to $10 mllion?

A Yes, sir.

Q. | nmean, to drill to Devonian, Devonian is
about 18,000 -- now, are we tal king about, say,

18, 000, 20, 000 feet of Devoni an?

A. Yes, | don't know.
Q. Yeah, | nean, the Devonian, as | know, is
over |ike 18, 000. | don't know -- let's say in this

particul ar area, 18,000 to |like, yeah, 20,000 feet.
And even if you are drilling thousand a foot, |
mean, that's close to, what, $18 mllion with that
Devoni an wel | .

A. Ckay. Thank you for the information.
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Q Yeah, okay. And, you know, it was a
little bit concerning yesterday. You tal ked about,
this is not the only case that you are bringing up
to the Conm ssion. You're going to go after the
other units in that area.

"' mjust thinking about all the totality
I nvest nent, you know, that is going to be w ped out
i f the Comm ssion nore or less is to proceed to
grant Enpire fully what you are asking for.

Now -- so when you got to know about --
and with that, he can stop me fromrepeating ny
reach here.

So when Enpire got to know about the
saltwater injection that is going on in the EMSU,
was there any discussion with the seller?

A. Yes, sir. W spoke to several people at
XTO in the Land Departnent, the Geol ogy Depart nent
and i nquired about the know edge and i nfornmation
they had. And their response from each of those was
that they did not have any know edge of the wells

being drilled inside the unit.

Q So this is specifically to the Goodni ght
wel | s?
A. Yes, sir, the Goodnight wells. They were

not aware of themor the wells that Perm an had
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drilled in 2020.

Q Okay. Now, you tal ked about Goodnight's
conduct. You tal ked about Goodni ght's conduct on
your -- on one of your slides.

A Yes, sir.

Q It sounds to ne that your case is nuch
bi gger, you know -- you know, from what you said

yesterday, that you are not just going after
Goodni ght. You aren't just going after the EMSU.
You're going after all the other wells, and the
Comm ssi on, you are putting us on notice that it's
com ng, right?
So is it only Goodni ght that has danage to

inject into the San Andres in all these areas?

A. | don't have the list in front of ne, but
| think it's a total nmaybe of six wells, four of
whi ch are the Goodnight wells, that are currently
injecting that we're going to try to go before the
Comm ssi on and be able to get orders to allow us to
do our tertiary recovery operation and save sone
m nerals that are existing in the residual oil zone

in the San Andres.

Q So when you say that XTO did not -- let's
just say they were not aware that these wells were
drilled in 2020, | nean, were they not provided
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noti ces or are you not aware of that?

A. In talking to the people at XTO, none of
t hem acknow edged recei pt of those notifications.
What they told ne was their thought process was that
I f they had been sent, because the property and the
asset had been transferred from XTO over to the
ExxonMobi | divestiture team that anything that
woul d have cone in related to the EMSU unit in the
mai |, or whatever, would not have gone to XTO but
woul d have been forwarded to the divestiture group
at ExxonMobil, whose sol e purpose was to sell the
asset, not to do any additional expenditures or
anything in response to, for exanple, saltwater
di sposal application.

Q. So, sir, is it your testinony that -- so
you purchased the asset around March of 2021, and
these wells were drilled in 2020. So are you sayi ng
that within that period, XTO nore or |ess shut down
all the operations in the area?

A. Is that what |'m requesting?

Q Yeah. So are you saying that they were
not operating? The entire area was shut down?
Nobody was on-site?

A. There were field people that were with

punpers and operators that are in the Eunice field
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of fice that handled the property, but none of them
were in-house. They were all just field people and
punpers that were working.

Q You know, the reason why |I'm saying that

Is that, you know, in a normal oil and gas

operation, you know, when we are drilling a well --
so l've drilled one well in the San Juan Basin. And
as we're drilling the well, we had to bring in

oilers operating in the area, third corporations, |
canme around to check out what's going on, you know,
I n our backyard.

You know, so -- it's surprising when you

say that four wells have been drilled in your

backyard wi t hout anybody know ng about it. | nean,
that's --

A. Wel |, the punpers and the field hands did,
but I'mjust as curious as you are. | would go out

and check and see what's going on and how and why,
and everything. So to drill those wells, it would
be very inpossible to conceal that.

Q Yeah. Anyway, |'mgoing to ask you. So
|l et me ask you this: So there has been tal k about
It has never happened where operators who do not
have an interest in the unitized unit be allowed to

Inject into, let's say, any structure within that.
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s it legal?

A Never in my career have | done that,
because what the issue is, is that you have -- first
week of law school in oil in gas, you |learn that

there's air rights, surface rights, and the m neral
rights. And you learn that the mneral rights are
the dom nant estate. And, therefore, no activity
can take place which infringes upon the m neral
rights ownership. So the surface owner does not
have any authority or right or privilege to execute
a surface |l ease or a saltwater disposal |ease down
into unitized formation.
So all -- so Enpire's position is that

Goodni ght has no rights whatsoever to drill their
wells in the first place. And they never cane to
t he Comm ssion and disclosed to the Comm ssion that
they had no rights to drill those wells. So that's
why its trespass on our property.

Q So did you permt all the four wells at
the same tinme, do you know?

A. Yes, sir.

Q All at the sane time? | mean, all the
wel |l s that have been drilled now, did Goodnight --
permtted all of those wells at once?

A. No, sir, | don't believe so. I f ny
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information is correct, they drilled the Ryno wel
first down into the Devonian. They operated that
for a period of time. Came back to the Comm ssion
requesting an adm nistrative order to allow themto
go and drill and conplete into the San Andres. And
then the next three wells were drilled into the
San Andres.

So ny thinking is it took a year,
year - and- a- hal f, maybe even two years for themto do
all of their operations of installing the Wigley
di sposal facility and the four wells.

Q So are you also inplying that the NM OCD
did not do the proper checks before approving those
permts?

A. No, sir. M understanding of the | aw and
reading all the OCD regul ati ons and everything, it's
not the responsibility of the OCD to go out and
i nvestigate if they have a proper surface |ease or
the rights to dispose. That's not the OCD s
obligation. Under penalty of |aw, the operator or
the party that's making the application has the
burden to disclose all of those facts to the OCD so
t hey can nmake their proper val uation.

And in this case, those notifications were

not done properly. There was no notification to the
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Comm ssion that they were drilling into the Eunice
Monunment O | Pool, because it requires you to |ist
the pools that you're injecting into.

And what Goodni ght elected to do is,
rather than list the three pools that they're
I njecting into, they only reported that they're
i njected into the water number 961221, which was for
the San Andres water, saltwater disposal. But they
didn't report that they were drilling into the
Euni ce Monunment O Pool or the Eunice Monunment Gas
Pool .

So they should have listed all three of
them so that the Conm ssion could be aware of what
their proposal was.

Q. So when Enpire got to know about this, was
there any discussion with OCD?

A No, sir. W received -- we received,
after the acquisition, an email of notifying Enpire
t hat Goodni ght had proposed the Piazza well. And
t hat was when we started doing all the due diligence
and work to oppose that.

Q So can you -- | know the Piazza case, you
know, has been brought up a | ot between -- the
di scussi on between you and M. Rankin. WAas that

application denied by the OCD?
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A. Yes, sSir.
Q VWhy ?
A. Because they were proposing to drill into

a unitized formation, and the Division believed that
there was a residual oil zone that was recoverabl e
in the Euni ce Monunment South Unit. Therefore, they

deni ed the application on the basis of those two

maps.
Q So are you saying that OCD - -
HEARI NG OFFI CER HARWOOD: | have no
clue what that is. |Is it something -- sonebody on a

platformthat's not nuted?
UNI DENTI FI ED SPEAKER: O the
witness. O the wtness.
HEARI NG OFFI CER HARWOOD:  Onh.
Q (By Commi ssioner Anpomah) So are you sayi ng
that OCD agreed that there is an existing ROZ in the
San Andres where Goodni ght was planning the

i njection?

A. Yes, sir.

Q. And is that listed in the -- in their
conclusion? Was that |isted?

A. Yes, sSir. | don't know -- recalling the
order, | don't know if they used the term ROZ, but

they did define that there were recoverable reserves
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in the San Andres, that the injection would violate
the rights to recover those.

Q Is that order -- is that order in evidence
for this case?

A. This is a de novo case.

Q So it is all gone? Okay, okay.

A. So --

Q Okay.

A But we have that. |If the Comm ssion would
like it, we can furnish it to you.

Q. So is it the concern of Enpire -- so that
you're claimng that there is an existence of ROZ.
But still going back to the conduct of Goodnight, is

it the volune that they are injecting that is really
a problemfor you that can inpede, let's say, any
recovery of ROZ? O is it nostly they breached the
vol une of the permt?

A. It's affecting the ROZ. | nean, if you
| ook in those four wells, in the surrounding wells
that they have within half a mle, a mle of the
unit, they're injecting up to 200,000 barrels of
wast ewat er per day. |If you approve their five new
applications for permts, they're requesting
40, 000 barrels of daily injection in those.

So you're tal king about, if the Conm ssion
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approves Goodni ght's applications and decide not to
revoke the existing wells, you're tal king about in
excess of 400,000 barrels a day of injection. And
it could be even hi gher because of the Sosa well
t hat Goodni ght has permtted, there's no limtation

what soever as to the nunber of barrels they could

I nj ect.

So they could be injecting 100-,
150, 000 barrels a day just in that one well, if
it's -- if it -- contingent upon their facility and

the pipe and everything, and stuff. But that's
totally unlimted.

Q But you are an attorney, so have you seen
any order from OCD where there would be no limts on
i njection or pressure?

A. There's a pressure -- as | recall wthout
it in front of me, there's a pressure requirenent,
but there's not a limtation on the barrels a day
t hat can be di sposed. Whereas their other two
wells, both at 40,000 all owabl e, and the Dawson is
25,000. And they have an application for the
Conmm ssion right now to also increase that to
40, 000 barrels a day.

Q So, you know, after Enpire know ng that

there is ongoing saltwater injection and there's

Page 44

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



© 00 N o O b~ W DN PP

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

Jack Wheeler - April 9, 2025

Exam nati on by Conm ssi oner Anponah 45
been nunmerous vol umes of water already been injected
into the San Andres, how risky is your CO2 project,
even if the Comm ssion grants your petition?

A We strongly believe that there is a
phenonmenal opportunity to go in there and recover
the ROZ through the use of a CO2 project.

Now, |I'm going to speak to this, and |I'm
not an expert engi neer or geol ogist, but if you
bel i eve Exxon's representations that there's
912 mllion barrels of oil in the residual oi
zone -- and historically, the CO2 projects that have
been on the eastern shelf and al so, for exanple, in
t he Hobbs that is on the western shelf as the CO2
project and recover up to 40 percent of that
residual oil zone.

So you're tal king about 350,

375 mlIlion barrels that's recoverable today. And
dependi ng on the new technol ogy and everything that
shoul d be di scovered every day in CO2 floods in
operation, it could be even greater than that.

Q. So now | 've heard about -- so is it
Enpire's position that your recovery factor is going
to be about 40 percent?

A. That's the | awer speaking. |[|'d have

to -- 1'd have to decline ny decision to the
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engi neers.

Q Okay. Okay. And I'msure M. West w |
testify to all of that, right?

A Yeah, probably when | finish ny testinony,
"Il be in very bad trouble with M. West because |
have passed the buck so many tinmes to him

Q Then | have ot her questions for you. So
it is the Conm ssion's responsibility to also
prevent waste, correct?

A. Yes, sir, to prevent waste and preserve
our correlative rights. And even nore inportant is
the fact that 58, 59 percent of the unit is owned by
the New Mexico State Land O fice.

So it's inperative that the Conm ssion
protect the rights of the State Land O fice | ands
and the BLM as the nmajor owners of those | ands that
they're attenpting to destroy.

Q Yeah, so I'Il finish ny question here. So
what is Enpire's strategy to prevent waste as in
relation to the high volunme of water that needs to
be produced even first seen -- the first oil
production fromthe ROZ?

A. I would have to respond once again, that's
probably sonething you could ask M. West that |I'm

not an expert on.
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Q Okay. So Enpire's relying on existing
I nformation to prove to the Conm ssion that the
exi stence of ROZ, but based on all the testinony
that we see in here -- or we're hearing, Enpire has
not done their own extensive site authorization to
really solidify the clains here.

So don't you believe that -- you tal ked
about three wells that you're planning to drill.
Don't you believe that those wells need to be
drilled to really get nore definitive information to
be able to solidify your case?

A. We believe there's enough evidence to
date, but I think M. Beck was very succinct in his
guestioning. In that each of the witnesses -- and |
don't know if this is just geol ogi sts and engi neers,
but they never seem satisfied with enough data, and
t hey al ways want nore and nore data.

So it was sort of |ike when Dr. Buchwalter
was testifying, he had done all of this entry of
data into his database. And then it came up, "Wll,
did you include perforations? WIlI, no."

You know, so, | nean, his whole testinony
was falling apart because he hadn't done enough,
wher eas, he spent eight, ten nonths working on it

and done hundreds of wells, and stuff, and it still
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wasn't enough for it, so .
Q Interesting. So you talk about the
I nterest of BLM and then also State Land O fice.
Has any of these agencies provided interest or

support for your application?

A. The application to the Conm ssion or --

Q Yes.

A. -- application to drill new wells?

Q Yeah, to revoke all the existing injection

into the EMSU.

A. Yes. We furnished the docunentations to
the Comm ssion with our notions to revoke.

Q. So are you saying BLMand State Land
O fice have furnished supporting letters to support

t he application?

A Yes, sir, | believe so.

Q. Ch. So is that in evidence?

A. | would have to defer to ny counsel.

Q Okay. Okay. Do you have -- we were going

back and forth to M. Beck. It sounds like there
was sonme docunmentation in establishing, let's say,
I njection authority in some of these areas around
the area that we are tal king about. Do you have any
knowl edge i f such docunentation exists for the EMSU

to allow the injection into the San Andres?
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A. No, sir. Those -- the Eunice Mnunent
sal twater agreenent that he was speaking of, that
was from 1958. And | haven't been able to have --
" m not an expert in technology with all the new
t hi ngs that young people can do. But | wasn't able
to | ocate anything within the OCD that rel ated back
to the Conm ssion hearing and the applications and
formati ons way back in 1958, so | don't have
know edge on that.

Q. So the docunentation that M. Beck was
showing to you, is that in relation to the EMSU or
is it adifferent area within that area -- within

that prem ses?

A It was within the EMSU.
Q. So even if within the EMSU, Enpire al so
signed off to that -- imediately after signing --

closing your deal. So why would Enpire do that if
t hey had the thoughts of probably pursuing the ROZ?
A. M. Pritchard just signed a | ot of
docunments, and stuff, after the acquisition. And |
have no knowl edge why he had done that or anything
about the well.
Once again, that was a consortium of oi

and gas conpanies that were in the area. And the

di sposal was just for those wells and those
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operators. It was not a commrercial operation.

So | don't have historic information of
the volune that's been injected since 1958. But |
woul d suggest to the Comm ssion that it was not a
tremendously high volunme that would have affected.

But the other thing is, is recognize that

this was from 1958, and the unit was not fornmed from

1984. And here, | would defer to you as an expert
that | -- | had never heard of CO2 or residual oi
zone, or anything, till late '90s. So that was 15

years after the unit was fornmed and stuff.

So there was no recognition of the
problens that the saltwater disposal into the unit
ties formati on woul d occur.

Q. You know, so |'ve been on the Comm ssion,
probably in ny fourth year now, and |'ve seen how
t he Comm ssion do value industry partners com ng
together to really find solution. And in this case,
it is preventing waste. You know, in this case,
preventing waste.

So that 1955 docunent you are referring
to, don't you believe that that solidifies -- or
that, nore or |ess, sheds |light on the fact that the
San Andres at that tine was erroneously included in

the unitization?
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A. Yes, sir, | would believe so.
Q Okay. So then in that case, NM OCD has

not done anything wong if, let's say, they approve
saltwater injection in the San Andres from 1955 up
until now. Wuld you agree with that?

A. Well, | don't think that the Conmm ssion
was responsible. | think it was the Division, and
because there were no protests at the tine, they
were adm nistratively approved wi thout a hearing.

So there was never any di scovery or determ nation as
to the unitized interval that they were injecting
into or the invalidity of their rights to drill from
the surface for any agreenent with the surface
owners or any disclosure that it would be into the
Euni ce Monunment O | Pool .

So none of those matters came before the
Division for themto hear the testinony. So this is
the first tine that | believe that the Comm ssion is
bei ng put on notice of that.

So the Conmmi ssion Division didn't do
anything inmproperly, but now with the new evi dence,
| think that the Conm ssion can take the appropriate
action. And if the Comm ssion determ nes that
they're not going to revoke the four existing wells,

for exanple, | would urge the Conm ssion to -- at a
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m nimum to suspend the injection at the current
time until Goodnight can furnish the Comm ssion
irrefutable proof froma board-certified oil and gas
| awyer who could prove to the Conmm ssion that
Goodni ght had the right to drill those wells in the

first place.

Q Soif I flip that and then ask you -- and
let's say if Enpire will be willing to say that,
okay, Comm ssion should suspend, |ike you said, all

the saltwater injection that is going on in the EMSU
right now, give Enpire tinme to prove that the oil,
the ROZ, if it is there, is recoverable, will you be
open to that?

A. That is the nost fabul ous suggestion |I've

heard this whole ten days of hearing.

Q. And how many years will Enpire be open to
t hat ?

A. You know, you're getting ne in nore and
nore trouble with M. West. But | would think we

could do it within a couple of years.

Q So within that couple of years, Enpire
w || have the opportunity to drill the other wells?
A. Yes, sSir.
Q And prove to see that if any of these
claims -- you know, real evidence that the ROZ
Page 52
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I ndeed exists and it's recoverabl e?

A. Yes, sir.

COWM SSI ONER AMPOVAH:  Thank you,
sir. | do not have any further questions for you.
Thank you for your tine.

JACK WHEELER: Thank you.

HEARI NG OFFI CER HARWOOD: Thank you,
Doct or.

M. Lankin?
EXAM NATI ON
BY COWM SSI ONER LAMKI N:

Q Good norning, M. Weeler. Thank you for
your testinony the past day. | have a coupl e of
guestions for clarification.

Do you know where the newy permtted
wells are located within the EMSU?

A. Yes, sir. They're in Section 17, down in

the | ower southern portion.

Q | don't mean the Goodnight wells. | nean
the Empire permtted well, the test wells.
A. Oh. There's one down within -- or in the

m ddl e of the four Goodnight wells. There's one up
on the crest of the unit, which would be on the
ri ght side of the existing unit.

And then the other one, | think, is
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further north. So it would cover a significant area
of the EMSU to give you the determnation if it's
limted to one area or if we can prove up throughout
the entire EMSU unit.

Q Woul d Enpire core all three wells?

A Oh, yes, sir. W tal ked about
M. MShane -- didn't speak to it, but when we're
doi ng the AFEs for those, they tal ked about all the
different -- three different types of coring, and
stuff, and went out and tried to receive sone bids,
and stuff, and everything on that. And sone of the
figures that cane back would be that -- all the cost
of the coring and everythi ng woul d be approxi mately
$800, 000.

Q. So did you say that your tineline for
Enpire to affect a CO2 EOR project in the EMSU woul d
be two years post approval fromthe Division and
assi gnment of capital fromyour investors?

A. No, sir. In Xs -- | nean, New Mexico did
not start approving the waterflood operations til
the late ' 70s, 1980s. In Texas, the waterfl ood
operation were approved back in the '40s.

So if you do atineline fromthe tine
peri od where you get the primary production, then do

a secondary recovery waterflood is -- could be 30 to
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50 years. So right now in Texas, the secondary
recovery has been concluded, and now there's
tertiary recovery. So that's why in the last 10 or
15 years, there's been approvals for the CQO2.

In the state of New Mexico, |'m not aware
of the tinmeframe that it would take, but when |
prepared the request for authorization for a CO2
project on sonme properties that I worked up in
west ern Col orado and down al ong the Loui si ana coast,
then those consents took up to two years, just to
get the consents after the order was requested.

So | don't know the Comm ssion's response
to how long they would think that it would take, but
it's significant due diligence. One of the key
things is, is M. Mander has raised the issue about
how our operations, and stuff, would affect sone
wat er aquifers, and stuff, and the Hobbs channel,
for exanple, or the Capitan Reef.

So there would have to be a significant
amount of research, due diligence. And | would
probably suggest to the Commi ssion that it's ny
belief that three wells won't be adequate, that they
could require us to drill another three or four nore
wells to give themthe proof that they need to be

confortable to approve the CO2 project.
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So | don't believe that we could get the
approval and get prepared to do the CO2 operations
in two years.

Q So then -- you're tal king about the
tinmeline to drill the additional three wells, or
what ever the Conm ssion would require, is to --
mai nly for delineation of the ROZ and confirnmation
of the clainms that you guys have made in your
testinmony thus far?

A Yeah.

Q. " m mai nly speaking about if you -- if you
guys had consent fromthe Comm ssion to establish an
EOR project and you had commtted capital from your
conpany, what do you think the tineline is in
reference to Commi ssi oner Anpomah's question about
performng a pilot to verify that the ROZ is there
and it's producible?

A. If you just do a small, small pil ot
project and the Comm ssion requests it, | believe
that we can get it and do it within that two-year
period, where we're tal king about drilling the wells
and coring and then the analysis and everything of
that to present to the Conm ssion.

Q Ckay. And then | guess ny |ast question

Is: Do you know of any discussions internally at
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Enpi re about the possibility of running any
experinments to determ ne whether or not you're
seeing fluid mgration fromthe San Andres into the
Grayburg, or anything like that, that you could
present to the Conm ssion that would give us, you

know, nore data to backstop our decision on?

A Yes, sir. M. West's testinmony. | think
he'll present some of that information and data.
And if -- as we spoke previously, if you-all did

suspend their operations of injection during this
period of tinme that we're doing the research and
stuff, we can do additional research and get
docunent ati on that would satisfy the Conmm ssion of
that information request.
COW SSI ONER LAMKI N: Thank you.
Those are all of mnmy questions.
HEARI NG OFFI CER HARWOOD: Thank you,
M. Lankin.
Chai rman Razat os, do you have questions?
CHAI RMAN RAZATOS: Thank you.
EXAM NATI ON
BY CHAI RMAN RAZATCQCS:
Q And thank you, M. \Weeler, for your
testinony. We appreciate it.

Comm ssi oner Anpomah asked the majority of
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my questions, but | just wanted to follow up on what
the comm ssioner asked you. M. \Weeler, | stated
you have support fromthe State Land Ofice, witten
support for this action. Did | understand that
correctly?

A. We' ve communi cated with the State Land
Ofice. | don't know the degree of approval that
they've given us. But it's my understanding that
they have stated that their responsibility is for
the State | ands, and if what Goodnight is doing and
I's proposing to do would have negative effects on
the State | ands, then they would be opposed to those
conti nued operations.

Q And was this sonething that was submtted
i nto evidence, that you know of ?

A. No, sir. As ny understanding, it was just
t el ephone conversations or maybe even face-to-face
di scussions, but I"'mnot -- | don't recall exactly
how t hat transpired.

Q Okay. Because that's a pretty heavy duty
statenent that is nmade. And this Conm ssion would
definitely be interested in seeing any
communi cations that were with the State Land O fice
and their support of Enpire's action in this

particul ar case.
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So | find it interesting that we -- you
know, that's kind of thrown out there, but the
I nformati on wasn't retained or no communi cati on was

mai ntai ned from State Land O fice on the said

matter.
CHAI RMAN RAZATOS: So | think that's
my only question as well. Thank you.
JACK WHEELER: Yes, sir.
MR. SHANDLER: | have sonme questions.
HEARI NG OFFI CER HARWOOD: | was goi ng

to say, M. Shandler.
CROSS- EXAM NATI ON

BY MR. SHANDLER

Q Good nmorning. |I'mgoing to be | ooking at
the Order Partially Anmending the Commi ssion's
July 2, 2024, order with respect to the scope of
heari ng because | view that as the jury
I nstructions.

So as we cone to the close of your case in
chief, I want to go through sone points. And | wll
give you this docunent in just a second.

But point nunber 2 says, "The granting of
applications by Enpire would prevent the inpairnment
of correlative rights or waste in the EMSU."

"Il give you that. So just to lay it out
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what the jury will -- can |ook at, according to you,
number 2, what is -- what is Enpire's applications?
What are you asking for?

A We're asking for the revoking of the four
exi sting permts where disposal is taking place. W
are asking that the four new applications be denied.
And then the third matter would be noot if they
revoke the four permts that are existing, then the
request to increase the saltwater disposal from
25,000 to 40,000 barrels in the Dawson well would be

noot and woul dn't have to be addressed.

Q Okay. And you believe there's enough
evidence of oil in place in the San Andres, correct?

A. Yes, sir, | think it's conpelling
evi dence.

Q. Okay. And it would be wasteful to | eave
that oil in place in the San Andres, correct?

A. Well, our belief is that you don't -- it

won't leave it in the San Andres, that the
pressuring up and the volunmes of water going in are
going to cause the ROZ to mgrate off of the |ease
and into adjoining |ands and stuff, which would
destroy the ROZ potential for us to do a CO2

pr oj ect.

Q Ckay. So does it matter in the jury's

Page 60

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



© 00 N o O b~ W DN PP

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

Jack Wheeler - April 9, 2025

Cross- Exam nation by M. Shandl er 61
cal cul ation or the Comm ssion's cal cul ati on whet her
there's been a well since 1955 into the San Andres?
Shoul d they weigh that at all in their cal cul ations?

A Well, recognizing that the unit wasn't
formed until 1984 and that well was approved in
1958, | think it's going to be a stronger burden on
us to try to get a decision fromthe Commi ssion on
that operation. But the current disposal operations
by Goodni ght are the nobst significant inpairing of
our rights and creating the waste and violating the
correlative rights is why we separated the hearing
proposal to the Comm ssion to first have the hearing
for Goodnight's operations and then at a | ater date
eval uate and detern ne what proposal we would give

t he Comm ssion on the other existing wells within

the unit.

Q Can the Conmm ssion provide any weight to
the fact that after the unit was fornmed, | think in
1984, this use still went on? Can they provide any

weight to that in their deliberations?

A. Yes, sir. The ROZ concept wasn't
sonet hing that existed in '84, and, therefore, there
was no issue or concern about the injection. The
fracture study by Dr. Lindsay had not been done

until the late '90s, 2000s, and stuff. So t he
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operators were not aware of the fracturing and the
m gration of the water up fromthe San Andres into
t he Grayburg.

So |'"msure fromyour experience, you
recogni ze the trenendous changes in technol ogy
during the last 45 years that |'ve been an oil and
gas attorney. And things are ever changi ng, and
when t hey change, you have to respond to that and
accommodat e t hat.

So to have done that in 1958 or not being
an issue in 1984, | think is reflective of just the
fact that the technol ogy and the science had not
evolved to where there was a residual oil zone for
pressure recovery potential.

Q. Assum ng the Conm ssion determ nes that
the permts issued to Goodni ght were valid, can the
Comm ssi on provide any weight to Goodnight's
reliance on the governnent's issuance of permts to
that? Can they provide any weight to that in their
del i beration?

A. No, sir, | don't believe that they can
because those permts were acquired fraudulently.
The correct information relating to the pool,
relating to their right to drill wth surface | eases

and sal twater agreenent |eases are all invalid.
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So | woul d suggest to you that the
Comm ssi on under no circunstances woul d have
approved those permts had they been aware of it
being injected into the saltwater interval within
the San Andres. And | think that that is sonething
that you-all can go back and | ook at the Division
order at the point where that information was
di scl osed through the Division, at which point the
permt was deni ed.

Q. If the Comm ssion does determ ne the
permts were validly granted, do you think they can
wei gh whet her Goodni ght relied on the governnent in
I ssuance of the permts?

A No, sir.

Q. Can the Conm ssion wei gh sonme of the
hi story about whet her your organization and your
pr edecessor organi zation should have known that
Goodni ght was there, can there be any wei ght
assigned to that?

A. | really can't speak to that because we --
we' ve had an issue finding evidence that they did
know and coul d have objected. So that's an area
that | can't respond to, sir.

Q Can the Conmm ssion assign any weight to

Goodni ght's econom ¢ value in their conpany
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production? Can that be part of weighing
cal cul ati on?

A. Well, we've requested that they nove the
wells outside of the unit. And I don't want to put
nmyself in a bind, but our chairman has nentioned at
tinmes that if Goodnight would do that, that Enpire
m ght even contribute to themdrilling the new wells
and noving them outside of our unit.

Q My question was: Can the Conm ssion
assign any wei ght to Goodnight's econom ¢ val ue and
rights as a conpany in their production of these
wel | s?

A. ' mnot an expert in that, so | can't
speak to it.

Q. Can the Comm ssion assign any weight to
the fact that Enpire does not have a current
application for the recovery of the ROZ at this
time? Can they assign that any weight?

A. No, sir. | nmean, the tinme that it takes
for you to do primary and then secondary recovery
and then nove to tertiary recovery, it's not a one
to two-year span. It could take up to ten years to
get the approval, get a pipeline for CO2
transportation, go in, renediate all of the wells so

that you can do a CO2 project, drill the new wells
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that have to be drilled to do a CO2 project would
conservatively probably take eight to ten years. So
the fact that we haven't nade an application, it's
just the fact that it's premature.

Q Can the Conmm ssion assign any weight to
the fact that your own consulting experts said
there's fractures between the Grayburg and the
San Andres? Can the Conm ssion assign any weight to
t hat evi dence?

A Yes, sir.

Q. Can the Conmm ssion assign any weight to a
di scussi on about whether the ROZ is actually
recoverabl e? Can they assign any weight to that
del i berati on?

A Yes, sir.

Q. Okay.

MR. SHANDLER: Thank you very nuch
for helping us figure out what that jury instruction
may | ook i ke.

JACK WHEELER: Thank you.

HEARI NG OFFI CER HARWOOD:  Okay.

Thank you, M. Shandl er.

Let's see, it's 10:41. \Why don't we go

ahead and take our m dnorning break, and we'll cone

back for redirect at -- let's be back at 11: 00.
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Oh, I'msorry, Dr. Ampomah has nore
guesti ons.
EXAM NATI ON
BY DR. AMPOVAH:

Q | do have one nore question for you, and I
forgot about that. So --

A | thought | was finished.

Q No, just a quick one. So you tal ked about
there was a di scussion between Enpire and Goodni ght
to nove the operations to a particular distance
where Enpire would not protest. And even just now
you said Enpire was willing to support the drilling
of those wells.

Can you state to the Commi ssi on what

di stance are we tal ki ng about here?

A. What zone?
Q. No, what di stance.
A. Oh. Qutside of two mles of the EMSU unit

boundari es.

Q And still injecting into the San Andres?
A. Yes, sir.
Q Ckay, thank you.

COW SSI ONER AMPOMAH:  No furt her
questi ons.

HEARI NG OFFI CER HARWOOD:  Okay.
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M dnorni ng break. Let's recomence at 11:00.
(Recess was taken from 10:42 a.m wuntil 11:00 a.m)
HEARI NG OFFI CER HARWOOD: Al l right.
Let's go back on the record. All right. So over
the break, we decided, given the statenents that
have been nmade since cross-exam nation commenced,
that we're going to give the parties another round
at cross-exam nation. | expect that -- |'m
anticipating a request that woul d be made anyway.
So here's the -- here are the options.
You could redirect the wi tness now, Ms. Shaheen, or
you can wait and redirect the witness |ater after a
recross-exam nation. And let nme also add, if you
elect to redirect the witness now, it doesn't nean
you wouldn't get to redirect himagain after
recross, just so it's clear.
MS. SHEEHAN: | will do a redirect
now and then again after recross.
HEARI NG OFFI CER HARWOOD:  Ckay,
perfect.
REDI RECT EXAM NATI ON
BY MS. SHAHEEN:
Q M. Wheel er, do you recall talking
yesterday, | believe it was with -- with M. Rankin,

about the purchase and sal e agreenent?
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A. Yes, ma' am
Q And that purchase and sale agreenent is

with XTO, is that right?

A. Yes, ma' am

Q And it's not with ExxonMbil ?

A. Correct.

Q So the representations that you revi ewed
with M. Rankin, those were with respect to XTQ,
right?

A Correct.

Q. And not any -- you nmade no representations
to Exxon -- you made no representations to

ExxonMobi | about not relying on their opinions,

correct?

A. Correct.

Q. You relied on the representations of
ExxonMobil with respect to the ROZ -- the existence

of the ROZ in the San Andres; is that right?

A. Yes, nma' am

Q Not XTO?

A. Yes, nma' am

Q Do you renenber -- you know what, | m ght

have sonme issues here making sure |I'm able to share.
Let nme just doubl e check.

Ckay. You renenber M. Rankin --
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M . Rankin asking you about some | anguage in the
testinony of M. West?
A Yes, mm'am
Q And he characterized that |anguage as
M. West's testinony that there hasn't been any
production fromthe San Andres; is that right?
A. Yes, mm' am
Q Is M. Rankin's characterization of
M. West's testinony accurate when reviewed in
context? And |I'mgoing to share that with everyone
NOW.
Is this the paragraph that you di scussed
with M. Rankin?
A. Yes, mm'am
Q. And M. Rankin referred to this | ast

sentence in the paragraph, correct, where it states

that, "No wells have produced fromthe San Andres at
EMSU" ?

A. Yes, nma' am

Q And in context of the entire paragraph,

including this first highlighted section, is
M. Rankin's characterization of M. West's
testinony accurate?

A. No, m' am

Q And why is that?
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A. If you look at the first sentence there on
paragraph 6, it states that that relates to 1986,
not to the life of the history of the operation of
t he EMSU
Q And there have been wells that were
drilled into the San Andres after 1986, correct?
A. Yeah.
Q And two of those wells have produced oi

fromthe San Andres; is that right?

A Yes, m'am

Q. Do you recall which wells those are?

A I think the 660 and 658.

Q. You were al so asked by Dr. Anponah about

the San Andres classification as an aquifer. Do you
recall that discussion this norning?

A. Partially. | just -- problemwth ny
hearing aids so | took themoff. So it was
difficult to totally understand what he was asking
all the tine. And in consideration of him | tried
to answer themto the best of my ability, but |
di scovered since, that he asked questions that |
didn't understand and | answered themincorrect.

Q Can you clarify Enpire's position in
respect to the San Andres classification as an

aqui fer?
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A. Yes, ma'am W believe that it's within
the unitized formation and is a productive residual
oi | zone.

Q And you were al so asked by Dr. Anponmah
whet her you believed that the San Andres was
erroneously included in the unitized interval. Do
you renmenber that question?

A. | didn't understand it, no, m' am

Q Well, can you please clarify Enpire's
position with respect to whether the San Andres was
erroneously included in the unitized interval?

A. Yes, ma'am It is our position that it
was not.

Q You al so spoke earlier about this position
of the State Land O fice with respect to the
applications at issue in this proceeding. Do you
recal | that discussion?

A. Yes, nma' am

Q And have you refreshed your nmenory now at
this time with respect to the State Land O fice and
its position?

A. Yes, ma'am \When | spoke to counsel who
had had those conversations, and stuff, | apol ogized

to M. Chairman, in that | was incorrect, that there

have been di scussi ons. But there hadn't been an
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affirmative witten or a verbal approval

the State Land Office.

of that by

Q You testified yesterday about a recent

Texas case involving Goodnight. Do you recall that?

A. Yes, mm' am

Q Is this the case that you were referring
to?

A. Yes, ma'am it's Basic Energy.

Q Basi ¢ Energy Services versus PPC Energy;

is that right?

A. Yes, nmm'am

Q And when was this -- this is an appellate

opinion, is it not, from Texas?

MR. RANKIN. M. Hearing Oficer, I

object to this line of questioning. | didn't ask --
| don't know where -- | nean, this was -- this is
being elicited on top of -- I'mnot sure why -- what

gives her the right nowto present this testinony or

this evidence. | -- this was not sonething | asked
hi m about. | don't understand where this is com ng
from

MR. MOANDER: OCD woul d join that

obj ecti on.
HEARI NG OFFI CER HARWOOD:

Well, let's see where it's going first.

All right.

don't --
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MR. RANKI N: Can | ask -- | nean, |
don't understand what the basis is for M. Shaheen
to present this testinony based on the questions
that were asked by nyself or any other counsel or
t he Conm ssi on.

HEARI NG OFFI CER HARWOOD: \Where are
you going with this, M. Shaheen?

MS. SHEEHAN: M. Wheeler testified
about this case yesterday, and the comm ssioners
seemto take an interest init. W thought it would
be hel pful for the conm ssioners to see what
M. Wheel er was testifying about. And counsel for
Goodni ght and for the Division can cross-exam ne
M. Wheeler on it in their recross.

HEARI NG OFFI CER HARWOOD: What's the
point to be nade fromthe case?

MS. SHEEHAN: The point to be made is
that the injection that Goodnight is doing here is
occurring el sewhere and causing the sanme issues that
Enpire has raised in this matter.

HEARI NG OFFI CER HARWOOD:  Okay.

Well, it's getting close to not being factual
testi nony and, you know, being offered in support of
a legal opinion or conclusion which, I think, is up

to M. Shandler to advise the Conmm ssion on.
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So unl ess you can |lay nore of a foundation
for it, I"'minclined to exclude it.
MS. SHEEHAN: Actually, the points
that we would bring up would be factual issues that

are simlar to the factual issues here.

MR. RANKIN:. M. Examner, | strongly
object to this. | did not question M. \Wheel er on
any of these issues. It was totally outside the

scope of ny cross. There's no factual foundation by
anybody with subject matter expertise to establish
any basis for M. \Weeler, who is a | awer, to
di scuss any of these issues before the Conm ssion.
This is in a different state, different --
| mean, conpletely unrelated issues that have not
been established. And there's no basis for
Ms. Shaheen now to attenpt to bring in additiona
direct testinmony that is not part of his witten
testinony, wasn't part of the cross, and it's
conpletely outside the scope of what she should be
permtted to do.

MS. SHEEHAN: M. Rankin specifically
asked M. \Wheel er the nanme of the case that he was
referring to and then offered the nane of a
different case to ask himif that was the case that

he was di scussi ng.
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So it was the subject of M. Rankin's
cross-examnation, and | think it cones within the
scope of redirect at this tine.

HEARI NG OFFI CER HARWOOD:  Yeah, |
don't think it does. | nean, and the fact that a
witness -- a lawer witness referred to an
out - of -state precedent doesn't nean that M. Rankin
brought it up and made it an issue in the case.

If you guys think that it's rel evant,
again, as we stated, if at the end of this case you
want to submt |egal briefing and M. Wheel er thinks
this supports Enpire's position, it seens to ne
that's an appropriate place to, you know, bring up
extraterritorial |egal precedence.

So I'"'mgoing to agree and will excl ude
this at this tine. And if you will please nove on.

Q (By Ms. Sheehan) M. \Wheeler, you testified
earl i er about Goodnight's representations inits
applications for the -- its existing wells and its
di scl osure of only one pool code. What is Enpire's
position about what should have been disclosed by
Goodni ght to the Division when it filed its
applications?

A. That they should have included all three

pool s, the Eunice Monunent O Pool, the Eunice
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Monunment Gas Pool, and that woul d be under the order
7767 and then the 96121 San Andres sal twater
di sposal .

Q Were there any other concerns about
Goodni ght' s applications?

A. Yes, ma'am They failed to disclose to
the Comm ssion or the Division that they had no
rights to dispose into our mneral |eased .

Q. And does that relate to their surface
agreenent or their -- surface agreenents or their
| ack of sufficient surface agreenents?

A. Yes, mm'am

Q. Earlier you tal ked about the plugging and
abandonnment and renediation liabilities that Enpire
assumed. Do you recall tal king about that earlier?

A. Yes, m'am

Q. And there was sone di scussion about
specific nunbers as to how Enpire has recently
determ ned a specific nunber with respect to that
P&A liability. Do you recall that discussion?

A. Yes, nma' am

Q And isn't it true that Enpire knew when it
entered into the purchase and sal e agreenent that it
woul d have pluggi ng and abandonnent liabilities,

ri ght?
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A. Yes, ma' am
Q And that it was assum ng all of the

requirenments to renediate, if required, or reclaim
sites and plug all of the wells; is that right?

A. Yes, mm' am

Q It was just in recent tinmes that you've

put a specific nunber on that in current costs; is

that right?
A. Yes, ma' am
Q. You were asked earlier about the status of

filing the conplaint against Rice and OAL. Do you
recall that yesterday?

A. Yes, mm' am

Q And has your nenory been refreshed in
regard to the procedural status of that case?

A. Yes, m'am

Q And can you tell the comm ssioners what

the status of the conplaint is? Has it been filed?

A. Yes, ma'am it has been fil ed.
Q. But it has not been served; is that right?
A. Yes, nma' am

M5. SHEEHAN: | pass the wtness.

HEARI NG OFFI CER HARWOOD:  Okay.
Thank you, Ms. Shaheen.

And | would just ask that the parties not
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go over territory that's already covered. It's a
limted right to recross the witness on, you know,
new statenents that have been made since you've | ast
cross-exam ned the witness, of which there were
many.

MR. RANKIN: Let nme -- | apol ogize,
|"mjust kind of -- there's a |ot of statenents, and
" mworking nmy way to ascertain to your points,

M. Hearing Oficer, that | don't unnecessarily
retread ground. And | apologize, but |I'mjust going
to do ny best to do it in a tinely way.
RECROSS- EXAM NATI ON

BY MR. RANKI N:

Q M. Wheel er, during your testinony
subsequent to ny cross-exam nation of you,
Dr. Anpomah was asking you about Enpire's know edge
of the existence of commrercial disposal wells in the
EMSU. And you had a discourse with himabout who
was on-site, whether anybody was there, who would
know about it, and you stated that it would be, you
know, inpossible not to recognize that there were
these wells being drilled if you were on-site. You
testified that the enployees or -- were contractors
for XTO at the tine; is that correct? W were

on-site?
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A. | don't know if they were contractors or
enpl oyees at the tine.

Q Okay. When | deposed M. West, |
specifically asked hi mabout the enpl oyees who were
with XTO and who -- if any of those enpl oyees cane
over to Enpire after the acquisition. And M. West
testified that, in fact, there were nunmerous
enpl oyees of XTO, including the regional nmanager of
EMSU, who was officed in the EMSU on-site and that
the field nenbers -- and I'"mgoing to share with you
on ny screen the deposition of M. WIIliam West.

And | asked himspecifically, "So sone of the field

menmbers” -- do you see that on your screen?
A. Yes, sir.
Q. "So sone of the field nenbers are still

t here who previously worked with ExxonMbbil ?"

"Yes. "

“"Woul d that include Toby Holl and?"

"Yes. "

And M. Holland previously -- as |
previously inquired of M. West, was the regional
manager. M. West he testified was on-site in New
Mexi co, and his duties and responsibilities included
managi ng on-site at the EMSU.

Do you see that |line of questioning with
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M. West?

A. Yes, sir.

Q Okay. Were you -- are you famliar with
M. Hol | and?

A. ['"ve nmet him

Q Okay. So M. Holland was on-site and was
t he regi onal manager for the EMSU for XTO and
continues in that role with Enpire, correct?

A "Il have to defer to M. West. |
don't -- |I'mnot responsible for any of the
enpl oyees in the field, so | can't speak to who is
or is not and what their current titles are.

Q. Okay.

MR. RANKIN. M. Hearing Oficer, I
woul d ask to nove the adm ssion of the deposition of
M. WIlliamWest in this case. It was taken on
Decenmber 4, 2024. | would nove it as Goodni ght
cross Exhibit Nunmber 18.

HEARI NG OFFI CER HARWOOD: Are you
asking to nove into evidence the entire deposition
or just the reference pages?

MR. RANKI N: Okay. Let me -- well,
| -- I"'mafraid -- yes, let nme -- the pages that |
woul d ask to be included into the record, then,

woul d be pages on either side of page 40, so 39, 40,
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41, and then 53, 54, and 55.

M5. SHEEHAN: Enpire objects to
adm tting any deposition testinony into the record.
M. West is next up as a witness, and M. Rankin can
cross-exam ne hi m about these statenents.

HEARI NG OFFI CER HARWOOD:  \Why
don't -- why don't we wait until -- | expect you'll
go there with M. West. Wy don't we wait until
t hen.

MR. RANKIN:  Okay.

Q (By M. Rankin) M. \Weel er, yesterday when
| was crossing you, you told ne that the managers
who were responsible for the acquisition and
managenent of the EMSU and the properties in New
Mexi co were fired, correct?

A |'"'mnot sure if that's the correct
term nol ogy. They were either term nated or |eft,

but they're all gone.

Q And why were they -- why was it that they
were either termnated or left?

A Who | eft or who term nated then?

Q Well, ny question is: Wiy did they -- why

were they term nated or why did they | eave?
A. | wasn't here at the tinme and wasn't

I nvol ved in those actions, so | can't speak to that.
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Q VWhen were they -- when did they | eave,
M . \Wheel er?
A. They had all left prior to me comng to
work for Enpire in Septenber of 2023.
Q And | think you testified that Enpire
found out about the SWDs in August of 2023; is that

correct?
A. Yes, sir.
Q O at least Enpire's managenent. And you

referred to that as M. Mil acek; is that right?

A. Yes, sir.

Q But M. Morrisett was there continuously
fromthe time of the acquisition and continues to be

t here, correct?

A Yes, sir.

Q. I nmean, he's the president of the conpany,
correct?

A. Yes, sir.

Q Okay. So you don't know -- | nean, if it

was di scovered in August of 2023 and they had been
gone by the tinme you joined in Septenber of 2023,
t hey woul d have been separated fromthe conpany
prior to Enpire discovering that there was SWDs
on-site, correct?

A. Wth the current managenent of Enpire,
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yes, sir.

Q Okay. You discussed with M. Anpomah --
or Dr. Anpomah the fact that you are aware that
Goodni ght M dstream has a pipeline that's used,
about 67 mles, correct?

A. Yes, sir.

Q And t hat pipeline services produced water
fromthe Del aware Basin, correct?

A. That's my under st andi ng.

Q And if -- and if that pipeline is -- if
Goodnight's wells are shut in, then those operators
in the basin who are supplying produced water for
di sposal through Goodnight's wells would either have
to shut in their production or find alternative
di sposal sources, correct?

A. Correct.

Q And that could have an inpact on their
ability to continue to produce and generate revenue
and oil and gas reserves in the basin, correct?

A. Correct.

Q And that would be true for any of the
other wells in and around your units within two
mles that are servicing production in the -- in the
Del aware Basin, correct?

A. Probably, yes, sir.
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Q And not just the Del aware Basin, but
production in any offsetting tracks that are relying

on those disposal wells for their production,

correct?
A Correct.
Q Who did you speak with at XTO about

whet her or not XTO was aware of Goodni ght
M dstream s di sposal operations in the EMSU?

A. | spoke to M. Wl ker, who's the Division
geol ogi cal manager at XTO. And then | spoke with a
Ms. Pearce at ExxonMobil. And | don't renmenber the
names of the other couple of people that | spoke to.

Q. As part of your information gathering with
XTO, do you keep records?

A. Do | keep records?

Q. Did you do -- did you comruni cate with

t hese fol ks through email s?

A. " msorry, could you repeat that?

Q Did you conmmuni cate with these fol ks at
XTO t hrough emai |l ?

A. No, sir.

Q By phone?

A. Yes, sSir.

Q And what tinme did you talk to those -- to

t hose fol ks at XTO?
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A. Probably May or June of 2024.
Q Was M. Walker -- do you know if

M. Wal ker was the manager of whatever division you
referred to at the tinme the Goodni ght applications

were filed?

A. Yes, sir.

Q And was he?

A Yes, sir, he was.

Q M. Wheel er, you had a discussion wth
M. -- or Dr. Amponmmh, apol ogies, about your

under st andi ng of Enpire -- rather Goodnight's | egal
rights to inject into its disposal zone. Do you
recall that discussion with Dr. Anpomah?

A Yes, sir.

Q. And it's your position that the agreenents
t hat Goodni ght M dstream has to inject into the

San Andres disposal zone are not legally valid,

correct?

A. Are not what?

Q Are not legally valid for their purposes,
correct?

A. Yes, sir.

Q Ckay. But you're not saying that

Goodni ght M dstream doesn't have agreenents,

correct?
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A In response to a subpoena that we served
Goodni ght, the saltwater di sposal and surface | ease
agreenments that we received and what we've been able
to discover checking the County records in Lea
County, none of those are proper and correct.

So I'mnot aware if there's other surface
| eases in saltwater disposal agreenents, but if they
are, if you could furnish themto nme, | could
respond.

Q So ny point, though, M. Weeler, is that
you have a | egal position that those agreenents that
Goodni ght has in place are, in your opinion, not
valid, correct?

A. Correct.

Q. Okay. And it's not your -- you're not
saying that they don't have agreenments. You're
saying that you don't -- you believe that they're
not valid, correct?

A. Correct.

Q. Now, you reviewed the Piazza case
transcript and testinony, correct?

A Correct.

Q And you're aware that, as part of that
case, Goodnight Mdstreamdid present to the

Di vi sion evidence of what it, in good faith,
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believed was a valid right to inject, correct?
A. | saw the testinony of Goodnight's
position, but I didn't see anything where the

Conmm ssion concurred with that.

Q I|"msorry, | couldn't hear the |ast bit
you sai d.
A. | didn't see anything fromthe

Comm ssion's order that they concurred with that.

Q But you did -- you reviewed the entire
Pi azza record that was presented to the Division?

A. Yes, sir, | did.

Q But you're stating here now to the
Comm ssion that you just didn't see anything where
the Division addressed that issue, correct?
Addressed the issue of whether or not there was any
di spute over the right of Goodnight to inject into
t he di sposal zone.

A. That's right, | don't recall.

Q Okay. But you agree with nme that the
Di vi sion and the Comm ssion don't have authority to
adj udi cate private property rights?

A. Yes, sir.

Q Ckay. And all the statenents that you' ve
made subsequent to ny cross-exam nation of you about

Enpire's positions regarding the technical issues
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around the dispute in this case were all based on
your understandi ng of your -- of the conpany's
position and the experts that Enpire is presenting
in this case, correct?

A. Yes, sir.

Q And it's not that you have the expertise
to make those separate and i ndependent assessnents
yoursel f, correct?

A. Correct.

Q For exanple, | mean, you -- | think you
started -- you told Dr. Anpomah that you believe
that there would -- could be a 40 percent recovery

of hydrocarbons fromthe ROZ in the EMSU;, is that

correct?
A. That's what |'ve heard in neetings.
Q. Who have you heard that fronf
A. | don't recall exactly.
Q Okay. |Is M. West going to testify that

there's going to be a 40 percent recovery of

hydrocarbons fromthe San Andres ROZ?

A. | have no i dea.

Q Ckay. But you gave a nunber that you
believe Enpire -- Enpire believes that it can
recover between 350 and 375 mllion barrels fromthe

San Andres ROZ; is that correct?
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A You said 2007
MS. SHEEHAN: Yeah.
Q 300 --
MS5. SHEEHAN: Excuse ne.
Q -- 350 to 375 million.
M5. SHEEHAN: | object. | object. |

believe M. Rankin is ms --

HEARI NG OFFI CER HARWOOD: | ' m sorry,
what was the nunber again?

MR. RANKIN: | had witten down --
and |'masking for clarification. | had witten
down the nunbers 350 to 375 mllion barrels of
recover abl e hydrocarbons.

HEARI NG OFFI CER HARWOOD: That's what
my notes reflect.

MS. SHEEHAN: That's correct, but
M. Wheeler also stated that that was his opinion,
if you will, as a |lawer. But he has not done any
wor k on whether that factor is appropriate here.

And | believe he testified that that recovery factor
s one that was used in other ROZ fields in Texas.

HEARI NG OFFI CER HARWOOD: M. Ranki n,
why don't you rephrase the question.

MR. RANKIN:  Well, | just want to

make sure ny notes are correct, so | was asking
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M. Wheeler just to confirmwhether or not it's

Enpire's position that this project will recover
bet ween 350 and 375 million barrels of hydrocarbons
fromthe San Andres ROZ. | just wanted to nake sure

| understood that. And he can qualify it.
HEARI NG OFFI CER HARWOOD:  Any
obj ection to that rephrased question?
MS. SHEEHAN: | don't believe
M. Rankin's recognizing the fact that M. Wheeler
was tal king about that nunber as a result of it
being used or applied to other fields in Texas. He
was not referring to the EMSU
He nmerely stated that if that recovery
factor applied to the EMSU, then his cal cul ations
woul d be that there would be approxi mately
350 mllion barrels of oil recoverable fromthe
EMSU.
HEARI NG OFFI CER HARWOOD: |'m - -
overrul e the objection.
Why don't you state the question again.

Q (By M. Rankin) M. \Weeler, |I'mjust
asking for clarification on the conpany's position,
because | wote down in ny notes what | understood
you to say was Enpire's position on what it thought

woul d be recovered fromthe San Andres ROZ. And |
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just want to make sure | understood. Because |
think I've also seen simlar nunbers in the briefing
and filings that Enpire has filed before the
Comm ssion. And | just amtrying to make sure |
understand it.

| thought | heard you say that Enpire
believes, in response to a question from
Dr. Anmpomah, that they can recover between 350 and
375 mlIlion barrels of hydrocarbons fromthe

San Andres ROZ?

A No, sir.

Q What was it that you said?

A. | said my opinion.

Q Okay.

A. So |l can't -- I'mnot a reservoir engineer
or production engineer. | don't have the expertise

to state what Enpire's position would be.

Q Empire acquired this property in March of
2021, correct?

A Correct.

Q And it bought the property with the intent

of pursuing a residual oil zone devel opnent across
the EMSU and the other two units?

A Correct.

Q And fromthe tinme it bought the property
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until this date in April of 2025, has it undertaken
any efforts to identify or further define or
del i neate the potential ROZ across any of those
three units?

A. No, sir. Like |I stated yesterday, we've
suspended all operations until we get a
determ nation if Goodnight's going to be able to

continue to inject water and destroy our productive

I nterval
Q So from March of 2021, when it acquired
the property, until it suspended operations late in

the sumrer of 2023, Enpire did nothing to eval uate
or further delineate its plans to pursue an ROZ
devel opnent in these three units, agree?

A. | wasn't with Enpire at that time, so |
can't speak to that.

Q Are you aware of anything that Enpire has
done in that period of tine to undertake any efforts

to delineate the potential ROZ in any of those three

uni ts?

A. | don't know what the predecessors at the
conpany di d.

Q Well, you spent a lot of tine getting

yourself famliar with a ot of materials as part of

this case. In fact, | understand that you were
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hi red based on your testinony to address this
specific issue with Goodni ght M dstream correct?

A Yes, sir.

Q And that -- as part of that effort to get
up to speed on the disputes with Goodni ght
M dstream vyou're not aware of anything that the
conpany did prior to suspension of operations in
2023 to further delineate the ROZ in either of these

three units?

A No, sir, |I'm not.

Q. You testified in response to a question
fromDr. Anpomah that you believe that -- Enpire
believes or -- this is -- | understood you to say

that Enpire believes that you have enough evi dence
to date to determ ne whether or not there are
recoverabl e hydrocarbons in the San Andres ROZ; is

that correct?

A. Yes, sir.

Q Okay. Now, when -- Enpire now has
prepared AFEs for all three of these proposed APDs
that it's looking at potentially drilling; is that
correct?

A | would have to defer to M. West on that.

Q I have in nmy notes that you | ooked at AFEs

for all three wells; is that correct?
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A No, sir, | had not |ooked at them | know
that prelimnary AFEs were being prepared and there
are neetings about the coring, all of those kinds of
matters, type of pipe in the well, all that kind of
stuff. But | would have to defer to M. West for
the specifics of that.

Q Okay. And you gave an estimate of cost
for $800,000 for all coring. That would be for all
three wells, correct?

A. No, sir. | was understanding that that

was for one well.

Q And that price -- was that including
drilling or just for the coring operations?

A. It was nmy understanding that was the cost
that -- if they did all the various types of coring,

that's how much it could potentially cost.
Q My question is: Didthat coring -- did
that cost include the drilling of the well or just

the coring operation?

A. Just the coring.

Q Did you -- do you recall what an estimate
of cost was for the drilling of the -- of the well?

A. No, sir.

Q M. West would know t hat?

A. Yes, sSir.
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Q Recogni zi ng that the conpany has concerns
about the inpacts to the EMSU for Goodnight's
I njection, has Enpire evaluated going forward with
any ROZ testing or pilot projects in the, for

exanpl e, AGU unit to the southeast?

A. Not to ny know edge, yet.

Q Vhy not ?

A Because our focus has been on the EMSU
primarily.

Q Okay. |Is there anything stopping Enpire

from pursui ng and evaluating a potential ROZ in the
San Andres in the AGJ?

A. Not to ny know edge.

Q Okay. You discussed M. Mander's -- the
Di vi sion's concerns about the inpacts of the Capitan
Reef and through the Hobbs Channel. Has Enpire done
anything to evaluate those concerns since they were
rai sed by the Division?

A. Yes, sir. If you'll recall, in
Dr. Lindsay's testinony, he stated that there was no
conmuni cation with the Hobbs Channel or noving the
water into the EIl Capitan Reef.

Q So to the extent that that renmmins a
concern of the Division, is Enpire relying solely on

the testinony of Dr. Lindsay?
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A. Yes, sSir.
Q M. Wheel er, you and | had a discussion

yest erday about your testinony that there were sone
comruni cati ons between Enpire and Goodni ght
M dstream And you, again, raised that discussion
again in response to questions from Comm ssion
counsel. And then you addressed an additional point
about -- | believe it was M. Mil acek stating that
Enpire would be willing to contribute costs to
drilling new wells outside of a two-m | e radius of
Enpire's units if Goodni ght would agree to w thdraw
its applications and injection within Enpire's
units. Do you recall that?

MS. SHEEHAN: | -- I'mgoing to
obj ect because | believe M. Rankin is, again,

m sstating M. VWheeler's testinony.

HEARI NG OFFI CER HARWOOD: | recall
the discussion. It sounds fairly close.
MS. SHEEHAN: Well, | don't believe

t here was any di scussi on about Enpire contri buting
costs to Goodni ght noving wells outside of the two
mles fromthe EMSU.

HEARI NG OFFI CER HARWOOD: | actual ly
distinctly remenber that.

So I'mgoing to overrule the objection.
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Q (By M. Rankin) M. VWheeler, |'m asking for

clarification on a couple of points. Okay?
Nunmber one, will you clarify what it is
t hat you understood your board chair to be offering?

A. I n di scussi ons about how to nove forward
with a resolution, that was one of the matters of
a-- multiple matters that were discussed, if there
were ot her issues, and stuff, that had to cone into
pl ay for eval uati on.

Q My question, M. Weeler, first, was:

WIIl you clarify what the -- what was being
offered -- or your understanding of what the offer
was ?

A This was a di scussion of which a nunber of
managers, executives, and engi neers of Enpire were
present. There was no offer formally nmade to
Goodni ght .

Q. And on that point, M. \Weel er, have you
had a chance to -- | nean, yesterday you testified

that there was a response nade to Goodni ght based

on -- of some type. And |I'm asking you now, because
you brought it up again in your -- in your

di scussi ons with Conm ssion counsel: Are you --

who -- are you -- who did -- who communi cated -- was

t here any communi cations directly between Goodni ght
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M dstream and Enpire, to your know edge?

A. No, sir. The discussions were between
M. Padilla and yourself.

Q Are you aware whether M. Padilla provided
any response fromEnpire to ne?

A. l'"mnot -- |I'mnot know edgeabl e what
t hose discussions were. | was just told that there

wer e di scussions and that they got nowhere with

t hem
Q Okay. So you're not aware of what
M. Padilla my have -- or even if he had responded

to nme in any way, correct?

A No, sir.

Q. You're not aware, correct?

A. No, sir, |I'm not.

Q. M. Wheel er, you testified about
representati ons -- you understood the

representati ons that were bei ng made during the

purchase process between XTO and Enpire were being

made by ExxonMbbil; is that correct?

A. Yes, sir.

Q But yesterday | showed you Enpire's own
exhibit fromthe Piazza case where it -- the cover

page of the data room sheet says, "XTO Energy." Do

you see that?
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A. Yes, sir, | saw that.
Q l'"msorry, | put that on the screen.

And, in fact, every single page on this
exhibit that was -- that was the open offer for the

data roomidentified an XTO Energy, doesn't it?

A. It identifies, but I"mnot for sure that
the data room was an ExxonMobil |evel data room not
an XTO.

Q And doesn't the disclainmer directly
i dentify XTO?

A. Yes, sir. And that's what we spoke to, it

doesn't include ExxonMobi l

Q. But the representations being made in this
docunent are from XTO, correct?

A. Well, there's another docunent where
representati ons were nmade by ExxonMbbi |

Q Were you confused -- | nmean, you weren't
there at the tinme, but were you confused by who was
maki ng what representations?

A. Once | cane aboard and reviewed the first
brochure that | showed you from ExxonMobil, there
was never any doubt in nmy mnd that those
representations were from ExxonMobil, not fromits
subsidiary XTO

Q M. -- sorry. Dr. Anmpomah had sone
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di al ogue with you about whether you believed it
was -- whether you agreed that it was inproper at
the tinme that the EMSU was created, that it included
the San Andres intervals. Do you recall that?

A. No, sir. | had ny hearing aids off
because it was -- and | didn't understand his
guestion, so | didn't answer it. As to what |
t hought he was saying and what he was actual ly
saying, | msinterpreted his question.

Q Okay. But during the course of your
di scussion with Dr. Amponmah, you agreed that at the
time, it was recognized as an aquifer, correct?

A No, sir, | didn't.

Q Okay. So when -- so when you were asked
by Ms. Shaheen to clarify the proper
characteri zation of M. Wst's testinony, right, I
poi nted out that in M. West's testinony, he had
testified that there was no production in the
San Andres. And you testified that it was an
i nproper -- it was taken out of context. Do you
recall that?

A. Yes, sir.

Q And you stated that the proper context is
to understand that there was no production fromthe

San Andres in 1986, agree?
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A. Agr ee.
Q Okay. And if there was no production in

the San Andres in 1986, then how could the

Comm ssi on have authorized the inclusion of the

San Andres in a unit if one of the requirenents of
statutory unitization is that any pool or portion of
a pool be reasonably defined by a primary
producti on?

A. | can't speak to that.

Q But you don't disagree that there was --
as of 1986, there was no production, as M. West's
testifying here, as of 19867

A Yes, sir.

Q You reviewed -- and, again, you nade this
statenent to the Conm ssion, that your position is
t hat Goodni ght M dstream fraudulently filed its
applications with the Division, correct?

A. Correct.

Q And the basis for that claimis that they
failed to accurately and properly represent the
formation into which they were proposing to inject,
correct?

A. Yes, sSir.

MR. RANKIN: |I'mhaving a hard tine

pulling up sonmething that | wanted to present to
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M. --
MR. MOANDER: We may be havi ng sonme
connectivity issues. | all of a sudden |ost sone

connection. So |'munsure what's going on, but |
can say that |I'mstruggling with sone --

CHAI RMAN RAZATOS: M. Hearing
O ficer, maybe since there are sonme issues, we cal
for lunch right now and then reconvene?

HEARI NG OFFI CER HARWOOD: That sounds
li ke a -- yeah, that nmakes sense. Let's -- let's
break for |unch.

M. Razatos, what's the Comm ssion's
preference on the |unch break?

CHAI RMAN RAZATOS: Yesterday -- you
want to do 1:15? 1:307?

HEARI NG OFFI CER HARWOOD: Sure. | --
as a feet-to-the-fire kind of hearing officer, |
woul d pick 1:15. But if you prefer 1:307

CHAI RMAN RAZATOS: 1:15 is fine.
Thank you. We'll neet back at 1:15.

HEARI NG OFFI CER HARWOOD:  Okay.

Thank you, all.
(Recess was taken from 11:56 a.m until 1:15 p.m)

HEARI NG OFFI CER HARWOOD: M.

Chai rman, are you ready to proceed?
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CHAI RMAN RAZATOS: | sure am  Thank
you, M. Hearing Oficer. Let's transfer it over to
you, and you can continue. Thank you.
HEARI NG OFFI CER HARWOOD: Al l right.
We're good to go in the back there, M. Apodaca?
MS. APODACA: Yes, we're ready.
HEARI NG OFFI CER HARWOOD: Let's see.
Qur suffering court reporter is back on the job,
smling even.
Al right. And we're back on the record.
Let's see, we are cross-exam ning M. Weeler.
"Il just rem nd you, M. Wheeler, you're
still under oath.
JACK WHEELER: Yes, sir.
Q (By M. Rankin) M. Weeler, in your
response to cross-exam nation questions from
M. Beck, | understood you to make a distinction
bet ween what you deenmed to be commercial injection
and the injection that was occurring through the EME
agreenment, correct?
A. Yes, sir.
Q And in your -- in your opinion, the EME
I njection was not a comercial injection?
A. Yes, sSir.

Q Was Enpire paying for that injection?
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A. Under the agreenent, you're responsible
for the cost of the nonthly operations, and that was
proportionate to the nunber of wells that you were
taking into the system But | don't believe that we
paid a per-barrel disposal rate.

Q. So there's a different nechani sm for
ascertaining financial obligations, but Enpire had,
neverthel ess, financial obligations with respect to
its injection into the system correct?

A Yes.

Q. And the wells that were incorporated or

i ncluded in that EME systemincluded wells that were

produci ng -- produced water outside of the EMSU,
correct?
A. |"mnot sure where those wells were

| ocated. There's so many wells. You woul d think
that they -- but if you | ook at the nmap where you,
you know, nay have seen -- there's a trenendous
number of wells inside the unit that are just
produci ng from deeper or shallower arrays in -- that
we have done no interference with.

Q Let me ask you -- let me ask it this way:
The EME agreenent would include wells that were
di sposi ng of produced water that were not EMSU unit

wells, correct?
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A. | -- I"mnot sure of that.
Q Okay. Now, as | understand Enpire's

position, it's that any injection into the
San Andres ROZ is detrinental to the ROZ. Do you
agree?

A. | don't think that we're that demandi ng.
| know that there's a well that Rice is injecting in
that's included in Preston McCGuire's revised
suppl enmental testinony where they're just producing,
you know, a couple hundred barrels a day, and stuff.
And that's not significant enough for us to fight
over that one well, | don't believe.

Q. M. Wheeler, you testified that Enpire's

filed a awsuit against Rice, correct?

A. Yes, sir.
Q. And the purpose of that lawsuit was to
termnate -- in part was to termnate Rice's

injection into the EMSU and the other units operated
by Enmpire, correct?

A. Yes, sir. But also nanmed in that suit is
Perm an, and they're the ones who, in 19- -- | nean

I n 2020, drilled a comercial disposal well within

the unit.
Q So in addition to Rice, you' re seeking
cl aims agai nst others, as well, correct?
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A. Yes, sSir.
Q Okay.
A Pilot, ON.
Q And in its assessnent, Enpire decided that

It would discontinue its own injection into the
San Andres ROZ that it was operating through its
EMSU SWD nunber 1 well, correct?

A. Yes, sir.

Q. And it did so because it detern ned that
any injection of produced water into the San Andres

ROZ woul d be detrinental to the San Andres ROZ,

agree?

A Yes, sir.

Q Where -- you made sone statenents to
the -- to the Conm ssion today that you believe --

goi ng back to the question about fraudul ent
applications by -- fraudul ent applications by
Goodni ght M dstream and that they were inproper for
their -- for their existing four SWDs. You st ated
that if they failed to disclose to the OCD proof
that they had a -- |'m paraphrasing -- subsurface
rights or rights to inject into the zone that they
were proposing to dispose into. |Is that a fair
characterization of your testinony?

A. Yes, sSir.
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Q Where is it a requirenent on OCD -- in
OCD s rules that an applicant for a C-108 is
required to make -- to establish proof that they
have rights to inject?

A | don't see it on the C-108. But | think
it's the duty of the party that's requesting a
permit to notify the Court -- or the Conm ssion that
they have the legal authority to do that.

Q You can't point -- you're not able to
point to any statute, regulation, rule, requirenment
that establishes that as a requirenent as part of
the initial application, correct?

A. |'d have to review that again. |It's been
quite a while since | reviewed the regulations
related to that.

Q. But you told the Comm ssion that you
believed that they filed inproper applications for
that reason. What's the basis for your statenment
that it was inproper?

A. That the surface owners do not have the
right to |l ease the mneral right |eases under a
unitized formation. It is not pore space, which is
a legal issue that the Conm ssion doesn't have to
address, but there's no pore space within the

unitized interval that was established back in 1984.
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Q Okay. Another statenent that you nade
on -- in response to questioning fromthe -- from

the Comm ssion, it confused nme, and I'mgoing to see
I f | can understand.

You stated -- and, again, |'m paraphrasing
here. But essentially that it's Enpire's position
that it cannot undertake any operations at the -- at
this time because of Goodnight's injection -- high
rate injection into the San Andres ROZ and that the
reason i s because the ROZ -- and that is because the
ROZ is at risk of being noved off | ease as a result
of the high rates of injection from Goodnight; is
that correct?

A. Well, there could be a sweeping nechani sm
that noved it, but then | was -- got clarity after
the hearing that the ROZ itself, all of it, would

not be swept out.

Q Woul d any of it be swept out?
A. Sone of it potentially, yes, sir.
Q | ' mconfused by that, because Enpire's

experts testified that there are oil saturations in
excess of 60 percent in the San Andres ROZ and that
they're i nmmovabl e but for the application of CQO2.
Do you disagree with Enpire's experts on that

position?
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A. No, sir.
Q Okay. In fact, the -- any ROZ, to the

extent there is any, in the San Andres has not noved
after nmultiple, possibly dozens of pore space
vol unes of sweep from what Enpire's experts have

call ed Mother Nature's waterfl ood, agree?

A. | would have to defer to their testinony.
Q Okay. So you rely on their testinony?

A Yes, sir.

Q And their opinions regarding the extent to

whi ch any remai ni ng ROZ m ght be noved by

application of water, agree?

A. Agr eed.
Q Okay. You testified that -- as |
understand, that the four applications -- or four

current SWDs that are -- that Enpire is seeking to
revoke the authority for injection for, did -- were
approved adm nistratively. |Is that -- is that your

under st andi ng?

A. " msorry, were approved?

Q Adm ni stratively w thout going to hearing.

A. That was ny under st andi ng.

Q Wuld it surprise you to know t hat
actually -- three of themactually did go to hearing

because the State Land O fice protested those
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applications before the Comm ssion -- before the
Di vi si on?
A It was ny understanding the State Land

Office protested, and there was a resol ution between
Goodni ght and the State Land Office. So their
obj ection was renoved, and, therefore, | didn't
understand that there was a hearing for those.

Q Are you aware that with respect to sone of
the objections that the State Land O fice raised,
t hey chall enged those applications after approval by
the Division and sought de novo review before the
Comm ssi on?

A No, sir, | wasn't.

Q Were you aware that the State Land O fice
served di scovery on Goodni ght M dstream t hrough

t hose applications that were bei ng chall enged by

the -- at the Conm ssion?
A. No, sir, | wasn't.
Q Are you aware that Goodni ght responded to

the discovery requests of the State Land Office as a
result of the subpoena that was issued?

A. No, sir, | wasn't.

Q Are you aware that as a result of the
docunents provided, including pressure data that was

provided to the State Land O fice, that the State
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Land O fice withdrew its objections?

A That they what?
Q Wt hdrew their objections.
A. Wthdrew. Yes, sir, that was ny

under st andi ng.
Q Okay.
A. Not -- | wasn't aware that you-al
furni shed testinony or witten responses.
(Tal ki ng anong counsel .)
Q Apol ogi ze for the delay. W're trying to
pull up a docunent.

Suffice it to say, you're not aware that
the basis for which the State Land O fice w thdrew
its objections and with -- dismssed its
applications for de novo review?

A No, sir, | don't know the basis.
Q Okay.

MR. RANKI N: M. Hearing Oficer, |
may ask for the Comm ssion to take adm nistrative
notice of the -- I'll get you the case nunbers in a
nonent, but of the State Land Office's notification
to the Comm ssion that it was withdrawing its de
novo - -

Do you have the case nunbers?

It's case nunber 20556, 20557, and 20558.
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State Land Office filed a withdrawal request for de
novo hearing stating the basis for their dism ssal
of the de novo request.

As soon as | have access, I'Il circulate
t hat docunent to all counsel and Comm ssion counsel
so you have it.

HEARI NG OFFI CER HARWOOD: Accepti ng
that representation is accurate, we'll take
adm ni strative notice of that.

MR. RANKIN. M. Hearing Oficer, I
have no further questions at this time and pass the
witness to -- for any additional recross.

HEARI NG OFFI CER HARWOOD: Thank you.

M. Mbander, for OCD?
MR. MOANDER: Yes, sir, |'ve got a
series of questions.
RECROSS- EXAM NATI ON
BY MR. MOANDER
Q. So, M. \Wheeler, | want to focus on the
di scussion with the State Land O fice, which |"']I
refer to as SLO, for shorthand. No inplication by
usi ng that.
My understanding fromyour testinony is
Enpire's interaction with SLO about the CO2 issue,

t hat was a phone call?
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A. I think it's witten communi cations
between M. Holland of Enpire and a lady with the
State Land O fice.

Q And it was your understandi ng that
M. Hol |l and used presunmably Enpire's corporate enuil
systemto do that?

A. ["'mnot -- | don't -- | don't have that
I nfor mati on.

Q Do you have an approxi mate year when t hat
communi cati on woul d have occurred?

A. VWell, we received the notification of the
288 renedi ati on viol ations back in probably Novenber
of '"24. So it would be fromthe date that we
recei ved those, reviewed theminternally, and then
M. Holland -- I'mthinking in Decenber is when we
had hired the cultural consultants to go in and do
the cultural review that has to be made first. And
we probably got those in January or early February.

So that would be the tinme period that we
woul d start submtting to the State Land Office our
remedi ation plans. So that was probably late
February or early March maybe.

Q So it's your understanding the
comuni cati ons between Enpire and SLO approxi mately

Novenber/ Decenber of 2024 concerned cultural review
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and renediation; is that right?

A It was ny understanding -- or what is
reported to me was that a cultural review had to be
done on every one of our renediation sites before
the State Land O fice would approve a plan of
remedi ati on.

Q And because your testinony, as | heard
it -- and | can always be wong -- was couched in
the framework of the CO2 injection project for the
addi ti onal secondary recovery, was that part of this
di scussion with SLO?

A No, sir, not at all.

Q. So you don't have -- to the best of your
know edge, did Enpire ever conmunicate with SLO
about CO2 injection?

A. | don't -- they were never authorized to,
so | don't believe that any enpl oyee woul d have done
t hat .

MR. MOANDER: All right. At this
time, M. Hearing Oficer, Conmm ssioners, |I'mreally
confused about what this is about, because OCD - -
speaking only for OCD -- has never seen or heard
about this issue until today. CO2 injection tends
to tie to these things.

So this is -- brand-new i ssue that's been
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revealed. OCD is going to nove the Hearing O ficer
and Comm ssion for |eave to potentially recall
M. VWheeler. |1'min the process of verifying what
went on with these comruni cations, because | am
concerned. This does seemfairly relevant to the
| ssues before the Conm ssion.

If at a tinme in the future should the
Comm ssi on hearing officer grant that -- grant that
| eave, today or later, if I were to conclude or find
that there's nothing substantive here -- 1'1l]
obvi ously share any information | acquired with all
counsel here -- | will notify the Conm ssion that |
don't intend to recall M. Wheeler.

HEARI NG OFFI CER HARWOOD: Okay. But
you're noving to reserve that right at the present
time?

MR. MOANDER: Yes, | am M. Hearing
O ficer.

HEARI NG OFFI CER HARWOOD: Does Enpire
have any objection to that?

MS. SHEEHAN: Yeah, we don't
understand the reason. | don't recall M. \Weeler
tal ki ng about a discussion wiwth the State Land
Office about CO2. | -- so I'mnot sure what

M. WNMbander is referring to.
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MR. MOANDER: |'m happy to wait and
reinitiate this once | get a copy of the transcript,
because |'m pretty certain that actually was
testified to.

And, you know, |I'mgoing to put this on
the record here now as well. W've had a consistent
I ssue with discovery in this case and a | ot of
three-card nonte going on. And this seens to be a
continuation of that pattern and practice.

And | am concerned, because we're in the
m ddl e of a hearing, and we're getting surprises on
a level that -- well, adm nistrative |aw certainly
has a lot of play in the joints, and a | awer shoul d
expect sone new things to conme up.

If this percolates -- if I"mable to find
i nformation that matches the record here as to the
i ssue of CO2, | will obviously not be a very happy
canper, especially under the order that the Hearing
O ficer issued several nonths ago about di scovery
games.

So what | can do is reserve this notion
for leave to recall M. \Weeler until probably -- ny
guess i s probably we resune the next full week. But
Il will -- regardless, | will apprise the Conm ssion

and the Hearing O ficer pretty early on, on NMonday
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as to what ny gane plan is and what |'mgoing to
request.

HEARI NG OFFI CER HARWOOD:  Okay.

Wel |, thanks for the heads-up. | nmean, this is not
a retained expert witness, so M. Vheeler is a party
opponent. And | suspect that you have nechani sns
avai l able to you to conpel himto reappear and
testify anyway.

So, all right. Well, we'll wait to see a
formal notion, if any, fromyou, M. Moander.

MR. MOANDER: Thank you, M. Hearing
Oficer.

MS. SHEEHAN:. M. Examiner, if | nmay
just briefly respond on the record to M. Mbander's
suggestions that there's been sonme attenpt to
mani pul ate di scovery here. W vehenently object and
di sagree with M. Moander's representations. And if
he wants to confer with nme or any of our attorneys
after the hearing, we're happy to discuss any
specific discovery requests that he believes we have
not fully responded to.

HEARI NG OFFI CER HARWOOD: Okay. Al
right. That would be great. You know, we're not --
nobody' s maki ng any judgnments on those coments at

this point, just so the record is clear.
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Ckay. Let's see. M. Beck, that would
bring that to you, to Rice for cross-exam nation of
M. Vheel er.
MR. BECK: Thank you, Hearing

Exam ner.
RECROSS- EXAM NATI ON
BY MR BECK:
Q M. Wheel er, |ooking at your direct

testinmony, it |ooks |ike you got your JD degree in

1976; is that right?

A Yes, sir.

Q So you've been a | awer for alnpost 51
years?

A No, sir.

Q. Is it 46 years?

A. 45.

Q 457

A. When | got out of |aw school, | went to

work for the CIA. And with the CIA they didn't
want to have any |icensed attorneys or anybody with
prof essional credentials that could be di scovered as
to our role within the CIA. So when | left the CA
and went to Texaco, that's when | passed the bar
exam

Q Well, | appreciate you being precise on
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that. | was thinking 46 was al nost 51, but 45 is
precise, right?

A VWhen you're 76, anything's a long tine.

Q Well, I"mjust -- I"mjust saying | was
t hi nki ng nearly, but you corrected me and you were
precise that it's 45 years you' ve been practicing
| aw, right?

A. Yes, sir.

Q And that's -- 45 years, as you point out,
is along tine. Wuld you agree with nme on that?

A Yes, sir.

Q And as a lawyer, | think you' d agree with
me that being precise and using precise wording is

| nportant, right?

A. Yes, sir.

Q. Critically inportant?

A Yes, sir.

Q You pointed that out in relation to the
purchase and sale agreenent, in relation to the post

closing obligations of Enpire, right?

A. Yes, sir.
Q Talking a little bit about -- M. Shaheen
tal ked to you about -- | think, in relation to that

pur chase and sal e agreenent, that you were not

relying on -- and by "you," | guess we're talking
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about Enpire. Enpire was not relying on a
representation of XTO, but on a representation of

ExxonMobi |, right?

A. A representation as to the ROZ
Q Okay. And why is that inportant?
A. Well, if the Conmi ssion rules that that is

not true and correct, then we have a corporate
obligation to bring | egal action agai nst ExxonMobi |
for those false representations on the sale of the
security. And that's in violation of the Texas
Securities Act of 1933 and the Federal Security Act
of 1934.

Q. Now, it's my understanding that this sale
of the assets by XTO to Enpire was a sal e of working
i nterests, right?

A Was the sal e of what?

Q Wor ki ng interests, that XTO was going to
cease being the operator and Enpire was going to be
t he operator?

A. Yes, sir.

Q Now, does that -- does that qualify this
as a security under the Securities Act of 1934, if
you know?

A. The sal e does. The representation of any

docunent for the sale of security falls under that.
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Q But you're saying and you're representing
that you know this, this rescission is inportant,
that the sale of operating a unit for oil and gas
I nterest qualifies as a security under the

Securities Act of 1934, the Federal Securities Act?

A It's not the operation. It's the sale of
t he asset.
Q The asset that -- the asset of Enpire --

excuse ne. The asset that Enpire was going to
operate, you think that under the Securities Act,
the Federal Securities Act, operations, as opposed
to passive investnent incone, qualifies as a
security under the Federal Act?

A. " mnot a securities |awer, but it's ny

understanding it does.

Q. Okay. So when | said before "if you
know, " do you know?

A. ' mnot positive, no, sir.

Q Do you know whet her XTO, as a whol | y- owned
subsi di ary of ExxonMobil, makes any distinction in

ternms of holding XTO up to their representations or
ExxonMobil to their representations?

A. We hol d ExxonMobil as to the
representations.

Q That's not the question that | asked.
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A. Okay.
Q The question that | asked is: Does it

matter whet her XTO, as a whol | y-owned subsidiary, or
ExxonMobi | nade these representati ons under the

Securities Act?

A. | don't believe so.
Q Now, as you tal ked about, precision is
| nport ant.

And so now |' m sharing your slides, and
this is the brochure from ExxonMobil that we've been
talking a | ot about. Was this part of the offering
from XTO or did Enpire get this somewhere el se?

A. We got it fromthe sal es brochure when
ExxonMobi|l was -- placed this asset on the market
and was trying to sell it.

Q. How do you know t hat ?

A Because all of the comrunications were
wi th ExxonMobil. The data room was ExxonMbbi |
The -- after the acquisition -- or during the due

diligence, the files that they dunped for a
purchaser to review were all from ExxonMobil. None
of it was from XTO. The only tine that XTO entered
into the picture was at the tinme of the purchase and
sal e agreenent.

Q When the assets were actually transferred
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and XTO was the entity transferring the assets,

right?
A. | believe so.
Q Now, when we | ook at the first page of

this brochure that you highlighted in your slides,

It says under -- it says under Description that --
first bullet point that, "Three existing units;

EMSU, EMSU B, AGU all have infill drill well and ROZ

potential," right?

A Yes, sir.
Q. What does "potential™ nean to you?
A. Reserve reports, you basically have three

categories. You' ve got proven, probable, and
possi ble. So potential would fall into the category

bet ween possi bl e and probabl e.

Q. That's what it neans to you?

A Yes, sir.

Q Okay. And so it's not even probable. ROZ
potential here saying that there's ROZ potenti al,
right?

A. No, sir. That's related to the infill
drilling locations. The infill drilling |ocations

are not for a CO2 tertiary recovery. So you have to
go to the | ast bullet.
Q So before you say sonething that you m ght
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change your m nd on, you m ght ask me to zoomin and
under stand nmy question.

So let ne point you to what's in front of
you right there, that first bullet point where it
says, "Three existing units; EMSU, EMSU B, AGQU al
have infill drill well and ROZ potential."

Are you saying that "potential"” there only
nodi fies infill drill well and not ROZ?

A. No, sir. | was reading down here under

| ncentive where it --

Q. Okay. We'll get it there.

A. So |'"msorry.

Q. That's all right.

A | didn't -- | didn't |ook at the

Descri ption.

Q. That's why | said that if you had any
concerns about ny question or wanted ne to clarify,
you could ask nme. | want to make sure we're precise
here.

A. Okay.

Q So when we were tal king about ROZ

potential, you're saying it's |l ess than probable and

maybe sonmewhere above possible, right?

A. Yes, sir, I'd say in the probable range.
Q Now, it says -- as you're pointing out,
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getting to that three bullet point that the, "ROZ

I nterval approximately 350 feet thick with average

oil saturation of about 25 percent." Did I read
that right?

A Yes, sir.

Q And did you hear M. MShane yesterday

testify that he didn't identify any areas in any of

the wells with 350 feet consistent with ROZ?

A No, sir, | don't.

Q. You don't renenber that?

A. | don't renenber that.

Q Now, getting to the next portion of this

brochure that you highlighted in your slides, this
Residual O| Zone, here it says it's 300 feet thick
in this next slide, right?

A Yes, sir.

Q. And that's inconsistent with 350 feet
thick. Wuld you agree?

A. Right. And like | explained, if you | ook
on the type log, it shows the San Andres top, and
t hen they go down about 50 feet to show the
oil-water contact. So if you take that 350 --
300 feet plus the 50 feet that's the transition,
t hat goes back to validate the 350-foot that was on

t he previous slide.
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Q My question, if you renmenber it, was:
300 feet thick of the residual oil zone in this
slide is different than 350 feet thick in the | ast
slide, right?

A. Yes, sir.

Q And do you know -- see where it says,
"Base ROZ, mnus 700 feet"?

A. No, sir.

Q. Down here at the bottom of the residua

oil zone where it says: Base ROZ, approxinmately

700 feet -- 700 feet. Do you see that?
A. No, sir. |I'mnot a geologist or an
engineer. | nean, | just read it, and |I'm cogni zant

of it, but I don't know why they establish the base
there and what the relationship that is to the ful
San Andres formation.

Q Well, | don't either. | was just asking
if you see it witten on that page where it says:

Base of ROZ, approximately 700 feet?

A. Yes, sir, it's on that page and the next
one too.
Q Ckay. And you and |, as nontechnica

people, just attorneys, would read that to think
that the base of the residual oil zone that

ExxonMobil is telling us they have identified,
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they've identified that base at -- there at the base
of the ROZ at approximtely 700 feet, right?

A. Yes, sir.
MS. SHEEHAN: |'m going to just
obj ect, because | believe M. Beck's representation
I's inaccurate. It says mnus 700 feet.
HEARI NG OFFI CER HARWOOD: Rephr ase.
MR. BECK: Sure. Thanks for the
hel p.
Q You and | would agree that the base ROZ is
m nus 700 feet there, right? That's what this
docunment is telling us?
A Yes, sir.
Q Okay. Do you know if Goodnight injects
anywhere above mnus 700 feet in the San Andres in

t he EMSU?

A No, sir.

Q. You don't know that?

A. No, sir, | don't.

Q Now, | think you were talking about you

t hought this docunment was inportant because at | east
you think that Enpire was relying on this not to do
any due diligence, right?

A. Yes, sSir.

MS. SHEEHAN: Cbj ection, m sstates
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his testinony.

MR. BECK: | think he just answered

my question that he did.

HEARI NG OFFI CER HARWOOD: Yeah, he

al ready answered, so .
JACK WHEELER: Sorry.
Q And after relying on this docunent
do any due diligence, you're aware, at | east

t hat when ExxonMobil produced this docunment

128
, hot to
now,
giving a

potential ROZ, that there was ongoi ng sal twater

di sposal injections in the EMSU, right?

M5. SHEEHAN: |'m going to object

again on the basis that | believe M. Beck
m sstating M. Weeler's previous testinony.
MR. BECK: [|'m not saying he

anything. |'mjust asking himwhat he knows

S

sai d

HEARI NG OFFI CER HARWOOD: Repeat the

guestion. Let's hear the question again. O

reporter --

Q (By M. Beck) My question to you was: Wen

you're |l ooking at this brochure from ExxonMobi

that, according to you, Enpire relied on not

any due diligence, you know that when it was

to do

representing an ROZ potential, there was ongoi ng

di sposal saltwater into the ROZ -- or excuse ne --
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into the San Andres at the tinme in the EMSU, right?

MS5. SHEEHAN: Sane obj ection, because
| do not believe M. \Wheeler testified that Enpire
relied on this docunent in order to not do any due
di | i gence.

MR. BECK: Well, we can go back there
and tread that ground, but | don't think that's a
reason not -- for himnot to answer ny question.

HEARI NG OFFI CER HARWOOD: And i f
anything, it goes to weight, yeah.

So no, it's overruled, Ms. Sheehan.

A. Well, | have to correct your statenent
that | disagree with what you're saying. Enpire did
do a trenendous ampount of due diligence. W worked
with the firmout of Denver called El k Mesa Energy,
who had the engi neering and the geol ogical staff to
review all of the data that ExxonMobil presented.

So to say that we didn't do any due diligence is an
i ncorrect statenent.

Q Now, | m ght not be recalling this
correctly, but nmy understanding fromyour testinony
yesterday was that when this data room opened,
you-all engaged a firm-- or excuse ne -- Enpire
engaged a firmout of Denver, right, Mesa Elk or

sonething |ike that?
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A. Yes, sir, Elk Mesa.
Q And you engaged themto do due diligence?
A. Yes, sir. W --
Q It's just a yes-or-no question. |

appreciate that.

A. Yes.

Q And then, in Decenber 2024, or a date
earlier than close, you told themto stop doing due
diligence, right?

A Yes, sir.

MS. SHEEHAN: Obj ection. Objection.
| believe M. Beck is msstating the year.

HEARI NG OFFI CER HARWOOD: Well, the
Wi tness can correct it. The witness can correct any
m sstatenment in his answer.

Q. Go ahead, M. Vheeler.

A. As | stated in the subpoenaed docunents
that we furnished to Goodni ght, there was a --
Decenmber the 19th of 2020 was the tinme that they
st opped working on the analysis and did, sort of, do

not hi ng Decenber 20t h.

Q The data room opened in Novenber of 2020,
ri ght?
A. Yes, sSir.
Q And then according to you, Decenber of
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2020, 19th or 20th, Enpire informed Mesa Elk to stop
doi ng due diligence, right?

A. Yes, sir.

Q You found those docunents in response to
the -- to try to respond to Goodni ght's subpoena?

A. Yes, sir.

Q And did you find any due diligence
docunments that Mesa El k produced to Enpire connected

to that due diligence?

A No, sir.

Q. " msorry, | couldn't hear you.

A No, sir.

Q. And the reason | ask about that, ny

recol |l ection yesterday was that then you went into
the reason that Enpire did that was because it could
rely, according to you, on these representations
based on the Securities Act?

A. Yes, sir.

Q. So did | msunderstand that this
ExxonMobi | brochure was the representation that was
t he reason why Enpire stopped the due diligence
before it received any due diligence?

M5. SHEEHAN: (Objection. M sstates
the testinony and al so | acks any foundati on.

HEARI NG OFFI CER HARWOOD:  You're
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going to have to rephrase that. |'mnot sure that
connection was made. M notes don't show anything
about it.

Q So | think your |last answer to ny question
was that, yes, it was based on this brochure from
ExxonMobi | that Enpire stopped doing the due
diligence, right?

MS. SHEEHAN: Agai n, object because |
don't believe that is accurate.

MR. BECK: Can we just have the | ast
testinony read back. This is getting kind of |ong.
Can Ms. Tellez read back the |ast couple of -- of ny
guestions and his answers so we can nake cl ear
what's on the record?

HEARI NG OFFI CER HARWOOD: Ms. Tell ez.

(The record was read back as requested.)

MR. BECK: You nmy stop, Ms. Tellez.
Thank you.

Q (By M. Beck) So did | m sunderstand
yesterday that this brochure was the reason why
Enpire stopped the due diligence before it received

anything from Mesa El k?

A. Counsel or, once again, you're msstating
what | stated yesterday. |If you |ook at the
testinony and get the full testinony, you'll see
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that | said that we stopped any due diligence with
El k Mesa. And the reason is, as | understand it,
was there was a New York fund conpany that was a
party to Elk Mesa's operations. And what we were
seeking to do was to use Elk Mesa's due diligence to
go to that New York investnent banking firm and get
the $17.8 mllion that we needed to go in and do the
acqui sition.

M. Milacek canme in around that tinme in
Decenmber and agreed to fund the entire acquisition
cost. At that tinme we then went to a conpany call ed
PIE Operating. And if you'll let -- M. Rankin
asked me numerous questions about who Pilot -- who
PIE Operating was and what its affiliation was, and
everything. And | said that we used the engi neer

and geol ogists for PIE to continue to do the due

di | i gence.

Q And how long did that -- did PIE do the
due diligence?

A. Probably until the time that our bid was
accept ed.

Q And did you receive any docunents from PIE

for this due diligence effort they did? Did Enpire
receive any of those docunents?

A. No, sir. | wasn't there at the tine, and
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| don't know what happened to their analysis or
anyt hi ng.

Q You haven't seen themturned over in
response to the subpoena request for due diligence
that Enpire did, right?

A. There was never any subpoena to PIE. It
was to Enpire. But we hadn't -- we had no records
of that. There's nothing that we can turn over in
di scovery that | was ever able to |ocate.

Q Was the PIE due diligence that you've
never seen or were never able to | ocate, was that
t he tremendous anount of due diligence you referred
to earlier?

A Well, Elk Mesa did a trenendous anount.
They had a staff, as | understand it, 10 to 12
peopl e that were working on this.

Q Okay. I'll |eave that one al one.

Now, the reason | asked you about -- oh,
before | get there. After we took our norning break
this nmorning, during that norning break, did you
revi ew any docunents?

A. No, sir.

Q So the reason | ask, and tal ki ng about
precision, is because after you cane back fromthat

nmor ni ng break, your testinony changed quite a bit.
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So | was wondering if you reviewed any docunents,
but you said you hadn't.
So before that break this norning, it

was -- you said it was Enpire's position that
classification of the San Andres reservoir as an
aqui fer was accurate, right?

A. Sir, I didn't have ny hearing aids on, so
| didn't understand the question correctly. And |
made a m sstatenment on several things that | was

asked about.

Q. And we'll get to those.
A. Okay.
Q. My question was: You said that Enpire's

position was the classification of San Andres
reservoir as an aquifer was correct, right?

A. Once again, | didn't have ny hearing aids,
and | didn't understand the question.

Q We'll get to that. | think you know,
because you canme back in and changed your testinony,
that this norning before you took a break, not
revi ewi ng any docunents during that break, you said
that it was Enpire's position that San Andres was
not erroneously -- excuse nme -- was -- that the
classification of the San Andres reservoir as an

aqui fer was correct. You said that, right?
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A. No, sir.
Q The Hearing O ficer rem nded you this

nmorni ng that you're under oath. Do you renmenber

t hat ?
A. Correct.
Q And that neans that you' re swearing and

affirmng to tell the truth, right?
A Absol utely.
Q And so if the truth is, is you can't hear

a question because your hearing aids aren't in, then

the truthful answer to that is, "I'"'msorry, | can't
hear your question. | don't have ny hearing aids
in," right?

M5. SHEEHAN: |'m going to object. |

believe M. Beck is badgering the witness at this
point. W properly came in during redirect and
asked M. \Wheel er about his earlier testinony in
response to cross-exan nation questions. He
answered under oath. And to continue this |ine of
guestioning seens, to nme, to be inappropriate.

MR. BECK: M. Hearing Oficer, |
think that oath is sacrosanct in here, and | think
rem ndi ng himof taking that oath and the things
that he didn't say, like he couldn't hear or

under st and questions and the things that he did say
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and then canme back in and corrected after not
reviewi ng the docunent is inportant for this
Comm ssion to see.

I[t's painful. | don't envy his position,
but | think it's inportant for you to see. And I
won't -- | won't go through every one of the
changes, but | wll show that he just did the same
thing here after lunch, after he came back in. He's
changed his testinmony two tinmes in questions from
me. And so he obviously hasn't |earned his | esson.
As | said, I'"'mnot going to beat this
horse to death, but | think it's inportant that he
acknow edge what he's done today.
HEARI NG OFFI CER HARWOOD: Al l right.
"1l give you sone leeway on it. | agree with
Ms. Shaheen, it's close to badgering at this point.
Q (By M. Beck) So after -- after that break
this norning, you cane back in and you told us that
you didn't understand or you couldn't hear questions
because you had your hearing out, right?
A. Yes, sir.
Q And you know, as an attorney, that if you
don't understand a question, you can ask the person
asking it to rephrase it?

A. Yes, sSir.

Page 137

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



© 00 N o O b~ W DN PP

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

Jack Wheeler - April 9, 2025

Recr oss- Exam nati on by M. Beck 138

Q You can say, "I don't understand the
guestion"?

A. Yes, sir.

Q You can say, "I didn't hear you because |
had my hearing aids out"?

A. Yes, sir.

Q And all of those would be truthful answers
to that -- to that question, right?

A Yes, sir.

Q And this norning when you were bei ng asked

guestions by ne with your hearing aids out, you

never did that?

A.
Q

Never did what?

You never said you couldn't understand a

guestion, did you?

di dn't
A.
Q

No, sir, | didn't.

You never said you couldn't hear nme, did

No, sir, | didn't.

Never asked nme to rephrase a question you
under st and, did you?

['msorry, | didn't --

You never asked nme to rephrase a question

because you didn't understand it, did you?

A.

No, sir.
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Q Dr. Anpomah was asking you those questions
t hat apparently you canme back in and said you didn't
under st and because you didn't have your hearing aids
in. You never said you couldn't understand his
guestions, did you?

A. No, sir. Wth respect to the doctor, |
didn't feel that | should ask himover and over to
repeat the questions, so | didn't do it.

Q And so you never told himyou couldn't
under st and your questions because you didn't have

your hearing aids in?

A. No, sir. Once again, | didn't do it. It
was a m stake on ny part. | should have done it.
Q So in addition to changing Enpire's

positions on those --

MS. SHEEHAN: Cbjection. | believe
that m sstates the testinony.

HEARI NG OFFI CER HARWOOD: That's an
argunment ati ve question. Rephrase it.

Q You came back in and changed the answer of
when Enpire knew that it had pluggi ng and
abandonnent liability, right?

MS. SHEEHAN: (Obj ection. Again,
m sstates the testinony.

HEARI NG OFFI CER HARWOOD: Overrul ed.
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A | don't recall changing ny testinony.
Q You changed your testinony about whet her

the conpl aint against Rice and Pil ot had been filed,

right?

A. Yes, sir. | -- that was asked yesterday,
and | just wasn't aware of the -- what the facts
wer e.

Q So what --

A So when | found out the facts, | testified

truly to the Conm ssion.
Q. But you didn't say yesterday you coul dn't

recall the facts, did you?

A Yes, sir.

Q You think you did?

A Yes, sir.

Q. And you cane back in and changed your

testi nony about Enpire's projection that it would
recover upwards of 40 percent of the cal cul ated oi
in place in the ROZ?

MS. SHEEHAN: (Obj ection. Again
m sstates the testinony.

HEARI NG OFFI CER HARWOOD:  You'll have
to lay nore foundation for that.

Q | think we went through this. | think

t hat foundation was laid, but this nmorning it was
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asked of you how nmuch -- | think it was by

141

Dr. Anpomah, how nuch of the oil in place Enpire

woul d recover, and you gave a nunber that was

upwards of 40 percent of the oil in place estimted,

right?

A. Yes, sir.

Q And then you cane back in afterwards,

after the break, and on redirect with Ms. Shaheen,

you said: That's not Enpire's position. |
changing that. That's m ne.
You didn't say those exact words,
that' s what happened, agree?
A. Wel |, the question was: Was that

m

but

Empire's

position? And | stated no, that was ny know edge

and information, that | couldn't speak for Enpire.

And if you | ook back on the transcript, that's what

| said.

Q That's what you said to M. Shaheen --

excuse ne -- to Ms. Shaheen on redirect, right? |

heard t hat.

A. | don't think she asked nme that question

on redirect.
MR. BECK: That's all | have,

M. Hearing Exam ner.

HEARI NG OFFI CER HARWOOD:  Thank you,
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M . Beck.
Cross-exam nation by Pilot?
MR. SUAZO. No questi ons,
M . Exam ner.
HEARI NG OFFI CER HARWOOD:  Okay.
Thank you, M. Suazo.

Al right. | hate to reopen this again
to -- but | opened the door to recross, so | suppose
in fairness, | -- based on what's been asked on

recross, are there additional questions that are
burning in the mnds of the Comm ssion?

M. Razatos, let ne start with you this

Al right. W'Ill cone back to
M. Razatos.
How about you, Dr. Amponmnah?
COW SSI ONER AMPOVAH: | do not .
HEARI NG OFFI CER HARWOOD:  All right.
Thank you.
And, M. Lankin, additional questions?
COWM SSI ONER LAMKIN: | don't have
any questions either.
HEARI NG OFFI CER HARWOOD:  And,
M. Shandl er, do you have any questions?

Al right. M. Razatos, are you there?
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Okay. All right. So -- all right, then,

| guess --

CHAI RMAN RAZATOS: M apol ogi es,
M. Hearing Oficer. |'mhaving connectivity issues
on ny end. | did not hear any questions. People

are texting ne that you asked nme sonmething. M
apol ogi es.

HEARI NG OFFI CER HARWOOD: Did you
have any additional questions for M. Weeler?

CHAI RVAN RAZATOS: No, | do not.
Thank you. My apol ogies again. | |lost connecti on.

HEARI NG OFFI CER HARWOOD: No probl em
Al right.

Al right, M. Shaheen, then, redirect?

MS. SHEEHAN: We have no redirect for
M. Wheel er.

HEARI NG OFFI CER HARWOOD: Al l right.
That's probably pro forma since M. Weeler is a
party and is likely to stick around, but may this
Wi t ness be excused?

MS. SHEEHAN: As far as Enpire is
concer ned, yes.

MR. MOANDER: As to OCD, we're stil
going to maintain that reservation and wll file

pl eadings. So OCD would object to a conplete
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rel ease of this witness at this tine.

HEARI NG OFFI CER HARWOOD:  Okay.
Thank you.

Anyone el se care to chine in on that?

MR. RANKIN:. No objections at this
time to his release. Yeah, we're done with this
W t ness.

HEARI NG OFFI CER HARWOOD: Al |l right.
And Pilot?

MR. SUAZO. No objections.

HEARI NG OFFI CER HARWOOD:  Okay.
Thank you, M. Wheeler.

So | believe Enpire has one nore w tness,

WIlliamWest; is that correct?

MS. HARDY: That's correct,
M . Exam ner.

HEARI NG OFFI CER HARWOOD: Are you
ready to proceed at this tinme, M. Hardy?

MS. HARDY: Yes, we are.

HEARI NG OFFI CER HARWOOD: |' m goi ng
to presune that you're WIIliam West.

W LLI AM WEST: Yes, sir.

HEARI NG OFFI CER HARWOOD:  All ri ght.

Woul d you pl ease raise your right hand.
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W LLI AM VEST
havi ng been first duly sworn, testified as foll ows:
DI RECT EXAM NATI ON
BY MS. HARDY:
Q Thank you. And |I'm going to share ny
screen here. At least that's ny plan.
Okay. M. West, can you please state your

full nanme for the record.

A WIIliam West.

Q By whom are you enpl oyed and in what
capacity?

A. " mthe senior vice president of

operations at Enpire Petrol eum Corporation.
Q Have you previously testified before the

Commi ssi on?

A No, | have not.
Q What is your area of expertise?
A. I n petrol eum engi neering, sinply

production and operations.

Q Have you provided a sunmmary of your
education, training, and experience as Attachment 1
to your direct testinony, which is marked as Enpire
Exhibit |7?

A. Yes, nm'am

MS. HARDY: Based on those
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qualifications, | request that M. West be qualified
as an expert in petrol eum engi neering.

HEARI NG OFFI CER HARWOOD:  Any
obj ection from Goodni ght ?

MR. RANKI N: M. Hearing Oficer, |
understand M. West to have specified that he is a
petrol eum engi neer in production and operations.

And as to that qualification, | do not object.

HEARI NG OFFI CER HARWOOD: Okay. How
about OCD?

MR. MOANDER: No objection,

M. Hearing Oficer.

HEARI NG OFFI CER HARWOOD: Ri ce?

MR. BECK: No objection.

HEARI NG OFFI CER HARWOOD: Pil ot ?

MR. SUAZO. No objection.

HEARI NG OFFI CER HARWOOD: He'll be so
recogni zed.

MS. HARDY: Thank you. And just to
be clear, I'"'mnot sure if that was actually limted
by M. Rankin or not. | nmean, | want to be sure
that he is qualified as an expert in petrol eum
engi neeri ng.

HEARI NG OFFI CER HARWOOD: | t hought

It was expanded to petrol eum engi neeri ng and

Page 146

Veritext Lega Solutions

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




© 00 N o O b~ W DN PP

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

William West - April 9, 2025

Di rect Exam nation by M. Hardy 147
oper ati ons.
MS5. HARDY: Okay. | thought
M. Rankin was trying to narrow it, so -- | just

wanted to be sure the record is clear.
MR. RANKIN: | was just going off of
what the witness hinself testified were his
qgqual i fications, which was production and operations.
And that's -- was ny intent.
HEARI NG OFFI CER HARWOOD: | didn't
hear the word "productions” on that one.
Okay. He will be recognized as an expert
i n petrol eum engi neering. Okay.
M5. HARDY: Thank you.
HEARI NG OFFI CER HARWOOD: And i f
he -- if you decide that needs to be expanded, we'll
take it up later.
M5. HARDY: Ckay. Thank you.
Q (By Ms. Hardy) M. West, have you provided
direct and rebuttal testinony in exhibits?
A. Yes, nma' am
Q Do you affirmtoday under oath that your
testinony is true and correct?
A. Yes, nm'am
MS. HARDY: Conm ssi oners, | request
that M. West's direct and rebuttal testinony

Page 147

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



© 00 N o O b~ W DN PP

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

William West - April 9, 2025

Di rect Exam nation by M. Hardy 148

exhi bits, which are Enpire Exhibits | and I-1
t hrough 1-30 and then his rebuttal as Exhibit N and
Attachments N-1 through N-22 be admtted into the
record.

HEARI NG OFFI CER HARWOOD:  Any
obj ections from Goodni ght?

MR. RANKIN: No objection.

HEARI NG OFFI CER HARWOCOD:  OCD?

MR. MOANDER: No objection,
M. Hearing Oficer.

HEARI NG OFFI CER HARWOOD: Ri ce?

MR. BECK: No objection.

HEARI NG OFFI CER HARWOOD: And Pil ot ?

MR. SUAZO. No objection.

HEARI NG OFFI CER HARWOOD: Al l right.
They' || be adm tted.
(Exhibits I, I-1 through 1-30 and Exhibits N, N-1

t hrough N-22 admitted into evidence.)

M5. HARDY: Thank you.

Q. And, M. West, let's go through sonme of
the main points or the highlights from your
testinony.

A. Yes, nm'am

Q Ckay. And |I'mshowng a slide that's
mar ked as Exhibit I-2. Can you please tell nme what
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this is and what it shows?

A Yes, ma'am This is in the overvi ew of
the three units that we own in the area. Up at the
top the EMSU B, EMSU, and AGU down to the south. It
puts on -- blue stars, those are the four current
active SWDs by Goodnight. And then the five other
stars are the ones that they filed permts for
di sposal into the San Andres.

Q. And then is the blue outline the outline
of the EMSU?

A Correct, the blue outline is the outline
of the EMSU. And what we're -- you know, these
permts, you know, are damaging to the reservoir at
the San Andres or the potential recovery of the ROZ
And they're al so damaging up into the Grayburg, the
comuni cation of the fluid and that there shoul d not
be any di sposal allowed inside the unit.

Q Anyt hing el se you wanted to point out on
this slide?

A. No, ma' am

Q. Your next slide, let me make this snaller.

And this has been marked as Exhibit N1
(sic). Can you please tell nme what this is.
A. This is a slide fromthe sales brochure

I ndi cating from XTO and ExxonMobil|l the existence --
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you know, kind of outline of what the -- what
they're representing that they're selling and the
potential in the main oil colum and then what --
you know, the potential representing of the residual
oil zone.

Q And is this -- | think you state here --
or what's in your yellow box there? Are those the
| nportant takeaways fromthe slide --

A. Yes, that they're -- in this, you know,
brochure here that they' re representing that ROZ on
this page being 300 feet thick and
965 mllion barrels of oil.

Q. And according to this slide here, is this

a |large existing oil and gas EOR reservoir?

A. Yes, ma'am that is a very |large EOR
potenti al .

Q. The next slide, which is nmarked N-12, can
you tell me what this is?

A This is another slide fromtheir sales
brochure. It's been colored in to indicate the
di fferent packages of potential -- to kind of set up

the picture of the reservoir.
So up on top, you know, you have the
Grayburg that conmes across. And then you have --

bel ow t hat you have the San Andres. And then the
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Grayburg is kind of in white. |It's your main pay.
And then you have -- |ike you typically do in these
areas, you have a transition, the various -- you
know, where the structures have been folded in this
case to formthat trap in the G ayburg.

And then down below the transition area,
you have the ROZ. And the ROZ by nature is a
residual oil zone, so it sticks with the structure.
Well, it sticks with the ROZ, right? It doesn't
really "re-equivalate® with, you know, gravity, a
separated oil and water |ike you have in the
transition zones.

One keynote of this is that the top of
this structure that -- you know, in the EMSU 660 and
the 658, that they both -- you know, they both
tested oil in those zones, which you anticipate kind
of where you have that transition zone there. So
that kind of confirnms the ROZ exists and that if you
were at the top peak, that you still would have sone

transition zone barrels of oil that are nopvabl e.

Q. And did M. Knight, Goodnight's w tness,
confirmthat both of those wells tested oil in
the -- up to a portion of the San Andres?
A. Yes, ma'am he di d.
Q And is that in his testinony?
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A. Yes, mm' am
Q Is there anything else on this slide that

you wanted to point out?

A. No, ma' am

Q Let's | ook at your next slide.

And this has been marked as Exhibit |-24.
What is this and what does it show?

A This is show ng the EMSU down bel ow to the
very south. And then it shows the EMSU -- EMSU B in
green, and then the purple color up to the north is
the North Monunment field. And it shows the two
cores that's been tal ked about many tines in this
down in our blue, the one being to the west being
the 679 and the one to the east being the R R Bell.
And then it shows that -- two other cores that had
been taken in the San Andres up in the North
Monument fi el d.

And there's a cross section that goes
across the bottomof it. And as you see in this,
that -- they, you know, record a substanti al
interval. You know, the only one that we had public
Is the North Monunent 22, that they, you know, core
It down to the very bottom of the core section,
whi ch was about 700 feet subsea, they had oil. W

don't know, you know, what was below that. W do
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not have the core available to the -- on the 19.

And then you get to the R R Bell to the

bottom of the core,

it had oil. And then you get

all the way over to the 679 to the bottom of the

core on it, which is actually 762 subsea -- which,

again, subsea is not really super relevant to ROZ,

right, because it sticks to the rock. So that

you -- you got tot

he bottom of the core and there's

oil. So you don't really know where the bottom of
the potential oil is.

Q. And is it your opinion that all of these
show oil within the San Andres?

A. Yes, m'am

Q Okay. And let nme pull up this next slide.

And this is Exhibit
Can you t

pl ease.

A. Yes, ma'am So this is

ki nd of backi ng out

N-15.

ell me what this slide is,

- you know, just

alittle nore regionally, this

cones down to the AGU and back to the east and j ust

showi ng that the San Andres -- in the area we just

had the North Monunent field up above, which, you

know, has produced you oil out of the San Andres.

And you've got this over to the east, the San Andres

producing oil, establishing that this is, you know,
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a reservoir that does contain oil.

And in this case, you know -- yo
this goes down into the 800s, 822, 8, you
875. Deeper again, you know, the oil was

ROZ. In this case, they produced primary
here about 3 mllion barrels. So they jus

have just a ROZ left.

Q And is the chart at the bottomleft
i dentifying information regarding the wells on your
map?

A. Yes, ma'am that's identifying what those
three -- three of those wells and what their tests

were in their production. So they were go

substanti al producers fromthe San Andres.

Q. Anyt hing el se on that slide?

A. No, ma' am

Q This is your Exhibit 1-29. And can you
tell me what this is, please.

A. So this is one of the econom c nodel s that
was ran. It was the 250-pattern, 40-acre pattern
wells. So it covers about 10,000 acres. The EMSU
I s about 14, 000 acres.

And in this nodel, you know, it says you
recover 141 barrels of oil out of about a total in

pl ace of about 750 in this nodel. And that's about

154
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an 18 percent recovery factor. And, you know, total
project here is about $1.2 billion spent. Cash flow
is about $5.5 billion. And just in royalties to the
State, since they own 58 percent, is worth about
$1.1 billion and another half a billion dollars in

tax and then to the federal governnent, since they

own 19 percent, it's about .37 billion in royalties.
Q And just to nake sure it's clear, so this
is your -- this is one of your slides regarding

econom ¢ evaluation of a CO2 enhanced recovery
project; is that right?

A. Yes, mm'am

Q. Okay. And what is the nanme at the top
where you say, "No WAG " and then your oil
escal ati on price?

A. Yeah, so this is kind of, you know, a
little bit of a worst case scenario, where this is a
continuous CO2 injection, and it does not take into
benefit as if you did a WAG procedure, which would
reduce the cost and the need for the anpunt of CO2
by about 20 percent, if | renmenber right.

Q And for us nontechnical people, what is
WAG?

A. Water alternating gas. And so what that

means, you would put the gas in of the CO2, and then
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you woul d put behind it a slug of water. And then
that water kind of fills in the bigger spots and
pushes the gas along. And then you would do a sl ug
of gas and a slug of water.

Q And you've estinmated that the price of oi
woul d escal ate at 1 percent?
A Yeah, you know, relatively conservatively

at a 1 percent escal ation.

Q And so that's what | was going to ask. In
your -- in your opinion, is this a conservative
estimate?

A. Yes, ma'am If -- you know, this project

spans about 43 years, and so if we went back 43
years and took that price of oil at the beginning of
the year and the begi nning of the year here, which
i's how you do SEC pricing, that's about -- it's just
under 2 percent escalation. So 1 percent is pretty
reasonabl e.

Q This is your slide, Exhibit 1-3. Can you
tell me what this shows?

A. Okay. Now we're kind of mgrating on from
ROZ into communi cati on between the San Andres and
the Grayburg. This is kind of a snapshot in tine
from sonme historical paperwork in 1986 to show where

t he bigger blue circles indicate where there were
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hi gher than normal water produced out of the
Grayburg producers. This is before the waterfl ood
started. This is before there was any w t hdrawal s
there. But you're seeing these unexpl ai ned higher
productions of water.

And it's not consistent with any
structure, or anything. | nean, sone of them are
right up on top of the structure. Yet sone of them
are down-dip. But there's no set pattern in where
they cane to believe that they had these plunes of,
you know, fractures or whatever the nmechani sm woul d
be that water was mgrating up fromthe San Andres
into the Grayburg.

And so as you |l ook on this map al so,
you'll see the blue stars down in the south part,
that's where the existing Goodnight wells are. So,
you know, you already had historical |eaks in the
reservoir fromthe San Andres up to the G ayburg.

And then you have all the red stars where
they're asking for the new permts, again in an area
where there's a historical extra water production
that's well docunented in different papers that
goes -- you know, that why our concern is that
you're flooding fromthe San Andres -- you're

flooding into the Grayburg and damagi ng the
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Graybur g.
And any excessive water in a -- you know,
Is extra cost. It also wears and tears on any of

t he equi pnent that you have and just really drives

up the cost to operate a field.

Q And would it drive up the cost of a CO2
proj ect?
A. Yes, ma'am It would definitely drive up

the cost of a CO2 project by increasing the pressure
of the reservoir, which increases the anount of CO2
you need because it is a conpressible gas. And then
it also increases the anount of water that you have
to get back out of the reservoir to do that.

Q So to kind of -- for ne as a nontechni cal
person, | want to nake sure that this is clear. So
is it the case that basically these Grayburg wells
produced nore than expected water and that your --

i n your opinion, the explanation is that it was

m grated through the San Andres?

A. Yes, nma' am

Q Thank you. |'mdoing ny best as a
nont echni cal person.

A. Yes. And at any tine please stop ne. |
mean, this -- there's a |ot of technical stuff. ' m

trying to wap up a lot of stuff that we tal ked
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about in the case, and I"'mtrying to bring it
together. So we cover a |ot.

Q Okay. And this slide is marked as
Exhibit 1-6. Can you explain what this is?

A Yes. This is a graph out of the Techni cal
Commttee Report from April 1983. It represents a
1990- -- 1981 water -- you know, volunes that had
been produced from wells.

And as you see fromit, it highlights
pretty good that you have these plunes or these
little spots or cracks in the reservoir, whatever,
where all this water was com ng up fromthe
San Andres into the Grayburg. And so they did a
good job of docunenting it in here, in that it --

t here was communi cati on between the San Andres and
the Grayburg. This is historic information that's
been out there for a long tine.

And this is why, you know, we stand behind
it, that you can't have any disposal in the
San Andres in the unit because it's going to affect
the Grayburg. It doesn't affect the ROZ but fluids
gone -- fluid mgrated up before there was any
I nj ection down there and pressurized and up -- it's
definitely mgrating up, you know, actively to the

hi story. |f anything, the pressure of the G ayburg
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has been pul |l ed down.
So, you know, that's why we stand -- you
know, you can't have water injection into the
San Andres and a buffer around the unit. O herw se,
you're going to cause waste in flooding out of the
resource in the G ayburg.

Q And does the water that's in the
San Andres have different characteristics fromthe
Grayburg water?

A. Yes, ma'am very different. And we'll
have that on a slide down here. But roughly
speaking, just froma -- you know, a -- chlorides,
the chlorides in the Gayburg right now is about
10, 000, 10-, 12-, and you're around 100, 000 for
water that's com ng out of the Del aware Basi n.

There's many ot her chem cal things, and
we'll cover that. Definitely not conpatible fluid.

Q s that one way to eval uate whet her the
water is mgrating?

A. Say that agai n.

Q s that one way to eval uate whet her the
water is mgrating?

A. Yes. There's a lot of, you know,
depl etion that goes -- not depletion, but dilution

t hat goes on whenever you're m xing up fluids. But
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there will be scale, and there will be corrosion and
different chem cal reactions that will happen.

And, you know, if the fluids are simlar,
the reaction is not too bad. But the farther you
get apart, then, hey, | got new chem cals that | can
mx with. And that's what it does. It causes
danmage that, in a | ot of cases, you can't reverse.

Q This is your Exhibit I-7. Can you tell ne
what this slide shows?

A. Yes, ma'am Again, we've, you know, got
a -- this is starting to go into the chem stry
pi ece, and so this is, you know, post starting the
waterflood. This is a paper in 1996, you know,
where they started seeing scaling tendencies and
things of the mxing of the fluid of the San Andres
and the G ayburg.

Now, at this point in tim, they were
pulling -- you know, had water supply wells going
and things. But what the sulfate rich waters from
the San Andres mxing with the Grayburg, they
started finding problenms with barium scal e and
beari ng scal e deposits.

And |'m sure that the doctor knows that
bariumscale is |like a really nasty thing. It

just -- it's got to be nmechanically renoved. You
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can't just haul it away or anything. It's really a
pain. It's alnost like a forever scale. [It's just

I n piping that you can actually renove fromthe
wel | bor e.

So, you know, this is indicating that, you
know, chem stry matters, right? And they chose,
because of operation issues and whatnot, to use that
wat er, and that was the decision that Chevron used.
And t hat happens and -- you know, in tinme. But, you
know -- let's see.

You know, m xing up different waters does
cause a problem and do, as nentioned, forma scale.

Q. Does it show that the San Andres water was
m grating?

A. Not necessarily in this case of it,
because you were introducing it fromthe water
supply wells and into it -- now, there m ght have
been some wells in sone |lower formations that they
had that's barium scale. But, you know, at this
time you're using San Andres water to put up in the
Grayburg, and they were experiencing these problens,
t he barium scal e form ng.

Q Ckay. And this has been nmarked as
Exhibit M3, Enpire's Exhibit M3. Can you -- and |

think this is one of Dr. Buchwalter's exhibits?
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A Yes, ma'am This was -- this cane from
one of his exhibits.

Q And can you tell us what this is show ng
with respect to your anal ysis?

A. So this -- you know, they were doing sone
anal ysis here, and they were showi ng that they
bel i eve, because of the -- you know, with the bubble
plots that -- to the right, that they still had |ike
extra water comng fromthe San Andres in different
spots. And that was froma limted fracturing that
works in these little plunme areas, which through the
history of the field, these simlar little plunes
pop up on a regular basis. And that -- you know,
there is no other explainable way that that water is
getting into the Grayburg than through these plunes
or fractures in the San Andres.

And as -- you know, Dr. Lindsay has
testified, and things, of -- you know, the vertical
fractures that they've seen in the cores, you know,
confirms this is the problem And they did fracture
studies and that to -- you don't really have a good
solid barrier across the field between the
San Andres and the G ayburg.

Q Let's nove on and di scuss pressure,

pressure data.
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A. Okay.
Q This is marked as Exhibit N-8. Can you

tell us what this shows?

A. Yes, ma'am | wll nmake one kind of quick
correction to a correction here. So, you know, we
had an ol d docunent in 1929 that did, you know, pick
this pressure of 1450 at a 250 subsea dept h.
Oiginally just naturally interpreted that as a
negative 250 and then went back and read the
docunent for what it was, and it said 250, wthout a
negati ve.

Now, | ooking at the evidence and where the
pressures nmake up, | do believe that's nore of a
negative 250 than a 250. So keep in mnd with those
original pressures down on the bottom that would be
about 175, 180-psi less. Okay? W didn't update
this and bring it. | just didn't want to get
confused in a bunch of extra updates.

But what this is showi ng you, you know,
the raw data of, you know, establishing the original
reservoir pressure, which would be about a .386, you
know, psi per foot in gradient, and then an RFT that
was taken in 1986 in the 211 that neasured pressures
at different points in the Gayburg all the way down

into the San Andres.
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And while there is differences in the
zones -- which you would expect, right? It's a --
you know, there is a strata in different zones
that's been identified, there shows to be depletion
t hr oughout the colum from what woul d be established
as the original reservoir pressure that -- you know,
establishing that -- the fluid fromthe San Andres
had to be kind of going sonmewhere pre-waterflood or
pre-wi thdrawals fromthe San Andres -- San Andres.

Q And based on your anal ysis, does the --
this informati on show that there was conmuni cation

bet ween the reservoirs?

A. Yes, nmm' am
Q Anything else on this slide?
A. No. The next slide kind of summmari zes

this alittle bit in a graphical form

Q This is Exhibit 1-4. Can you tell us what
this shows?

A. Yes. Again, 1'll make the correction and
just slide in the line over to the right over about
175 feet psi.

But you can see where there's depletion

across all the different zones down i nto and

I ncl uding the San Andres -- San Andres. The, you
know -- you know, this is -- at this point in tinge,
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the Grayburg had produced about 121 mllion barrels
of oil. And at this time, no production had cane
fromthe San Andres.
So it's indicating that there's sone --
you know, because of the production fromthe

Grayburg that you withdraw from down the San Andres

inthis -- in this area.

Q Let's | ook at your Exhibit N-7. Wat does
this show?

A. Okay. So this was a bottomhol e pressure

survey that we ran on the EMSU 378, which -- to put
a reference in here, down at the bottom if you see
| i ke the bl ue dianonds, those indicate the current
SW wells of Goodnight. And then the little red
arrow in the mddle, which is an injection well,
which is this well here, is the well that this
pressure survey was ran into.

And so to run that pressure survey -- nove
over. Right there -- you stop at different gradient
points as you' re going down in the well and
nmeasurenments. And so at the bottom of the well,
which would be in the Grayburg, they show that that
reservoir pressure of, you know, 950 is |ess than
the representative, you know, pressure in the

San Andres right now.
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So you're -- you know, you're likely
moving fluid fromthe San Andres, because it's a
hi gher pressure reservoir because of the injection

that's going on, into the G ayburg right now.

Q Anyt hing el se on that one?

A No, ma' am

Q Okay. Let's look at this -- let's talk
about the San Andres SWDs.

A. Okay.

Q So is this -- can you tell nme what this

slide is, please?

A The exhibit over to the left, that is
actually one that cane from Goodnight. And it
shows -- it's a good representation of the current
SWDs in the area and then the ones that they had
proposed, with one exception to -- one of the far
blue dots to the east, it's State Track E -- the one
right down belowit, that's the nunber 1 well.
There's a second well| disposal just to the right of
it, to the east. |It's a mnor note. But anyway
there's one nore that's not shown on here, on their
slide. So -- you know, so this is the -- put in
context of the wells in the field where the SWDs
are.

And then the vertical bar going up and
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down, kind of a tinmefranme of -- depending on
hi storical context, of when disposal started in the
field and how it went. Because there's been a | ot
of talk and things. And so | thought it would be
good to set the record straight.

The first one was in that 1960 tinmeframe
with the Rice EME, which was just right off the
boundary. And then the unit was fornmed, you know,
in 1983, where -- the Technical Conmttee Report was
in 1983 and started -- the waterflood actually
started in 1987.

And whenever they started the
waterflood -- | don't have a note there on the water
supply, but the water supply well started to pul
water fromthe San Andres to use for waterfl ood
support in the Gayburg. Gkay? And then, you know,
ki nd of bunps along as -- you know, it went from
Gulf Ol to Chevron and to X -- XTO acquired the
property in 2004. And then, you know, Goodnight,
you know, in 2012, they started their first
injection in the area, SWD, which is off of the EMSU
unit there. It's the Penroc, State E-12, which |
believe is just to the south side -- trouble
| ocating that right now, but that's when they

started their first.
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And then one of the -- the main one that
starts in the unit disposal started in 2020, which
keep in mnd that was kind of in COVID tines, or
what not, but things started happening.

And then Enpire acquired these properties
in 2021. And then now we're in 2025 here at this
hearing on it, so just kind of set the picture of,
you know, all of a sudden we went fromone to -- we

got quite a few SWD wells right on top of the EMSU

Q. And the Penroc well here nmentioned from
2012 is -- it's outside of the unit, right?

A Yes.

Q. Okay.

A. I "' m having trouble .

Yeah, it | ooks |ike pipe nunmber 2, but |

can't

Q Okay.

A Yeah.

Q And then the injection inside the EMSU
started around 20207

A. Yeah, it started in 2020.

Q The next slide, can you tell nme what this
| S?

A There's been a | ot of talk about it. So

this is the one and only SWD operated by Enpire or
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their predecessors, and this started in 1995. It
was a, you know, reconpletion to an SWD well, but

hi storical records with the OCD, this is the
production vol unes.
As you can see, for the nobst part,
historically, it's 2- to 400 barrels a day from
| ocal wells that m ght not have all been G ayburg or
San Andres, but very conpatible fluid or -- you
know, froma simlar area, not froma different
basin. This is, you know, from Central Basin
Platform and not from the Del aware Basi n.
But you can see where, you know, there was
a descent period of tinme that there was very m ni nal
or little. And then there was a, you know, little
short period. And then currently right now, we do
not utilize it.
Q And is this the only SWD operated by --
t hat was operated by Enpire within the unit? O its
predecessors?
A. Yes. It is operated by us, but we do not

put any nore volunes into it right now

Q And you say that this injection is
m ni nmal ?
A. Yes, this is far | ess than what the

commercial volunmes that are going on in the area
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right now So it's -- | think you would say it's

pretty insignificant to the whole matter.

Q And this is taken directly fromthe OCD
records?

A. Yes, mm' am

Q Okay. And then let's | ook at your next
slide.

What does this slide show?

A. This, again, is fromQOCD records. So this
is fromthe wells that was on the plot before but
just taken about approximtely a one-mle buffer
around the EMSU. And you see historical
i njection -- go back down -- you know, of, you know,
others is outside the EMSU.

In blue is everyone else that's injected
there, whether it's Rice, Perm an, OAL, and even us.
And t hen Goodnight is highlighted in the orange.

As you see across here, the SWD i njection
in the area was relatively insignificant until you
hit 2020. And then you went from you know,
sonet hing that may have been a couple thousand
barrels to nowin '24 that you're peaking up over
200, 000 barrels of injection in the area. lt's -- |
mean, that's orders of magnitude difference and

why -- why we're sitting here yelling and scream ng
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when this canme to our attention. It was kind of
| i ke, you know, holy snokes, this is going to flood
out the resources. |It's not only the ROZ resource,
It's increasing that pressure quite rapidly. And
then it's also flooding up into the G ayburg,
contam nating that fluid. You know, realistically,
we don't know what-all chem stry problens that it's
causing, but it's -- this is a massive anmount of
fluid.

Q And is this graph showng the -- | know
it's alittle bit difficult to read the title
because for sone reason, this says saved to PC. |
don't know, like pdf. But is this showing the total

di sposal volunes within the EMSU and then w thin one

mle?

A Yes, m'am

Q Okay. And how many SWDs does Goodni ght
operate within the unit?

A. Wthin the unit, they operate four. They
have a few that are right on the fringe. 1'd have

to refer back to the other map to give you an exact
count. | don't have it off the top of ny head.

Q Ckay. And then are there four wells
within one mle of the unit?

A. It sounds about right.
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Q Okay. So within the unit, the Sosa,
Dawson, Banks, and Ryno?

A Yes, mm'am

Q And outside of the unit within one mle is
it the Yaz, Ted, Pedro, and Nol an Ryan?

A. Yes, mm'am

Q Okay. And do you know when the four wells
outside the unit started injecting?

A. | don't have the tineframe exactly
menori zed, but you can see sone of them started in
*20. And then there's another bunp that kind of
started in -- looks like '23 to '24 when the wells

came on |ine.

Q And it | ooks |ike Goodnight started
i njecting here, according to the orange, in 2019?
A. Yeah, it looks like it's right there on
that line. | nean, the, you know -- yeah. | was

just trying to read the | egend down at the bottom
and it's January '19 to January '20. Yeah, so it's
right there, end of '19, beginning of '20.

Q And does this -- what's the takeaway on
this slide?

A. Takeaway on this slide that we're tal king
about historical volumes now that wasn't in the

previous history or the field. | nmean, this is very
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substantially different from whenever the unit was
formed and what has gone on historically fromthe

'60s, and whatnot. This is |like, whoa, this is big

happeni ng.

Q And for that reason, would have nore of an
| npact ?

A. Yes, m' am

Q Okay. Let's look at this slide. Can you
tell me what this shows, please. |It's your slide
nunber 18.

A. Can you bunp -- just shrink it.

Q Move up?

A. Okay. That's fine. Ckay.

So what this is, is just if we did an --
the nost sinple reservoir nodel of water in and out
of the San Andres, okay, starting in 1960, so if you
t ook those volunes all the way up to about 1987, and
since there's no historical records but you have the
cum vol une, you know, that's why it's a nice easy
slope to that point in tine in blue.

And then in the green area, that is where
the waterfl ood operations started, and things, and
you had the six water supply wells start to pull
down the water fromthe San Andres. And that's

where the blue |line comes down in this green area.
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You can see it gets down to, you know,

250, 260 mlIlion barrels, you know, drawdown for the
bal ance of what's going on injection. Keep in m nd
that there was SWD going on during the tinme, right?
The right soils and things fromthe 1960s were still
going on. So it didn't draw all the way down to how
much water was pulled out of the reservoir for the
wat er supply wells.

And then around, you know, 2004 or so, the
water withdrawal kind of got to be a little bit nore
mnimzed with the purchase of XTO, it seened |ike.
And where there is -- you know, current day there is
one active water supply well, which we still draw
water from But you can see we kind of went flat on
t he bal ance, but your -- you drew down the pressure
of the San Andres, which -- you know, that's one of
the big things of turning on a ROZ or doing that,
you'd have to dewater the reservoir.

Well, historically, to make up the water
t hat was produced prior fromthe G ayburg, you
pul | ed down San Andres water. So you kind of set
t he San Andres up at a good place where you drew
down the pressure. Adm ssible of CO2 is about 1300,
so you're down at a good pressure. So that woul d be

| ess water that |I'd have to di spose, dry out and
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t hose things, and it would have a quicker inpact.

Move on to nore present-day or when
commerci al disposal started in the area, it's kind
of depicted by the yellow. So you see where -- how
rapidly all of that w thdrawal of the reservoir, you
know, happened, and all of a sudden, man, we're
spi king up, up into present tine, which is the |ine
between the yellow and the red. So that's all the
SWD goi ng in.

So we withdrew all the water fromthe --
fromthe water supply wells. And then the SW is
going in. You can see where we're peaking up al nost
to the original balance of back in 1960.

And then the dashed |line would be the
prediction. If you took the disposal rates of the
wel I's now and say you approved the disposal of the
new ones, you would see how rapidly the -- filling
up this whole large area of reservoir of the -- you
know, the San Andres underneath EMSU. That's a huge
inpact. | nean, we're talking really, really |arge
vol unes of water.

Q And so here, when you're | ooking at the
yell ow part of the graph where the injection
commenced, is that really show ng that the anount of

water that's been put in over basically four years
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has brought the reservoir -- increased the pressure,
t he amount of water in the reservoir conpared to
what had taken years and years to decline,

basi cal | y?

A. Yes, ma'am it's taken water out. Now,
this is just mass in, mass out of water, | nean,
wi Il be predictive of pressure, right? The |ess

water that's in the reservoir, the |ower the

pressure will be. You know, as the water -- as it's
filled back up, the pressure will go up with that
I nj ection.

But, yes, you can see the area in the
yel l ow of how nmuch you've -- you know, of the
overall curul ative water how quick, rapidly that's
i ncreased versus the tine period, let's say, from
1960 all the way to 1970 -- 1987.

Q And does increasing the amount of water
injected into the reservoir -- well, how does that
i npact the potential CO2 project?

A. So the ROZ, it greatly inpacts it.
| ncreases costs straight across the board.

Now we' ve got nobre water in there | got to
get rid of. You know, so let's say, for argunent's
sake, adm ssible pressers -- adm ssible pressure for

CO2 is going to be about 1300 in this reservoir.
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And let's say you' re about 1500, you know, pounds.
So that's not bad, right? So you're -- you're not
having to overconpress CO2. Let's say if you went
to 2,000, it would take nore conpression to do that.
And then also since it's a conpressible fluid, it
takes nmore CO2 we' d have to buy.

So as the pressure increases, we have to
I ncrease the pressure of our equipnent. W have to
I ncrease conpression. W have to increase the
ampunt of CO2 we've got to buy. And then also,
we've got to get all that water that's being piled
in there right now out of the way to let the CO2 do
its job. And so then there's, you know, a cost to
get the water back out of the way to be able to do a

CO2 ROZ project.

Q. Anything else on this slide?

A No. No, mm'am

Q. Okay. Your next side, which is Exhibit
| -30, can you tell us what this shows?

A. So this is, you know, show ng that effect
of the pressure. So, you know -- and this is a
little bit of a sensitivity that was ran is -- our

econom ¢ nodel that we ran above, we only ran at
2500- psi because injection going on things and

trying to be a little bit conservative.
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But realistically, we'd be operating in --
a 1500-psi would be the right place. And so you see
that the difference between the 1500 and the 2500
woul d be anot her 20 percent of CO2 vol une that woul d
be required to do that fl ood.

So it greatly increases your cost,
because, you know, CO2 is a big cost to the project.
It's a big project. It's a big cost of the project
to compress it. You know, 1500 pounds, you know,
froma conpressi on standpoi nt, you know, you can
ki nd of get there, three stages fairly easy. And
it's fairly standard equi pnmrent. When you break over
that point, you start extra stages and hi gher
pressure equi pnment as required.

So, you know, it not only inpacts the cost
of the CO2, | nean, the additional volunme of the
CO2, the additional conpression of the CO2, the
heavi er duty equi pnent to handl e the higher
pressures, it just -- everything bad. | nmean, it
just kills the project, is why it's crucial that you
can't allow the -- all this wastewater to continue
to go into the San Andres.

HEARI NG OFFI CER HARWOOD: Ms. Har dy,
woul d this be an okay tinme for us to take an

afternoon break?
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MS. HARDY: Sure.

HEARI NG OFFI CER HARWOOD: Al l right.

M5. HARDY: | think that would be
fine.

HEARI NG OFFI CER HARWOOD: Let's break
for 15 m nutes. Cone back at 3:15.

(Recess was taken from3:00 p.m until 3:16 p.m)

HEARI NG OFFI CER HARWOOD:  You ready
to proceed, Ms. Hardy?

MS. HARDY: Yes.

HEARI NG OFFI CER HARWOOD: Are we good
to go in the back, M. Apodaca?

MS. APODACA: Yes, we are.

HEARI NG OFFI CER HARWOOD: | get a
t hunbs up fromMs. Tellez. So we're back on the
record.
And go ahead with your exam nation of
M. West.

MS. HARDY: Thank you, M. Exam ner.
Q (By Ms. Hardy) So let's nove on, M. West,
and tal k about chem stry, which we touched on a
little bit. This slide is marked as Exhibit N-9.
Can you tell nme what this slides shows?
A. Ckay. So orient you down to the

ri ght-hand corner of this. Again, the blue dianonds
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represent the four active SWDs by Goodni ght that are
going on. And then the four red circles indicate
the four wells indicated on this chart, the EMSU
377, the 407, the 440, and the 441.

And so this is from water sanples taken
over time from you know -- you know, early February
24 into late '24. You can see over tinme that we
are seeing in those wells increases in chlorides,

I ndi cating that you have a higher chloride system of
fluid that is comng and mgrating into the
Gr aybur g.

One, you know, good source of this would
be the -- you know, the -- what would be the
chlorides that's com ng fromthe Del aware Basin
water, which is just right at 100, 000 parts of
chl ori des.

So if that's -- you know, if you're
getting | eakage fromthe San Andres into the
Grayburg there, you would start to see increases in
these chlorides. And you can see 6 percent all the
way up to a 25 percent increase over this tinefrane,
we're starting to see it.

Now we're nonitoring it as it goes al ong,
too, but, you know, since you're tal king about the

whol e system of the EMSU and EMSU B, which is all
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connected in one fluid system it takes a
significant anmount of influx of, you know, high
chlorides to start to raise those chlorides. These
are big, large systens.
Q And just so it's clear, are these four

wells listed here perforated only in the G ayburg?

A. Yes, ma'am These are only in the
Graybur g.
Q Okay. So is the takeaway fromthe slide

that the chem stry changes show the water is
mgrating fromthe San Andres into the G ayburg?

A Yes, ma'am where it shows that we are
getting a higher source of salinity, chlorides from
somewhere. And the San Andres, now with the
i njection of these SWD wells, is higher salinity.

So it's raising the salinity in these oils in the
Graybur g.

Q Okay. Let's |ook at your next slide.
This one is pretty hard to read. But can you tell
us what this shows?

A. Okay. So what this shows here is, it's
ki nd of just conparison of the two fluids with it.
And so up at the top, we have what's been, you know,
represented by Goodni ght of their water analysis of

the water that's going into their SWD wells. And
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t hen, you know, representative sanple, you know,
different wells in the EMSU down bel ow.

In between they kind of have a m xi ng,
because the chem stry in the m xing of these two
fluids is inmportant.

If you can scroll where | can see the
headers at the top. There you go. Perfect.

And so if we start working our way from
left to right, let's say, in the Goodnight's area,
you'll see that their -- you know, go down the
colums, you go to the pH, you'll see that, you
know, their pHruns in the 6s. You know, ours is
ki nd of nmore around the neutral 7 point, but there's
alittle variation of pHs, which affect chem stry.

We nove over to the next colum, we see
the TDS, or total dissolve solids. You'll see that
they' re nmuch higher. They're 140, 150, and we end
up being in the, you know, 20,000s, you know, as you
go down t hrough.

Calcium their fluid that they're
i njecting there has a nmuch hi gher cal ci um cont ent

t han what we do. You know, that's what a 10-fol d,

sonething from-- we're in the 500s. Most of the
time they're in the 4- to 500 -- 5, 000s. | see sone
3s in there. So there's -- you know, there's a
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fairly big difference on the cat irons.
Magnesi um hi gher, which is not normally a
really reactive thing. Now, it does -- it helps

with chem stry reaction. Barium while it's fairly

small, theirs is, you know, a reading in the 1s, and
ours in the -- we have a couple of 1s down there.
So .

So bariumis a concerning one. And then
strontiumis a -- could be a concern. And then
barium | ooks, for the nost part, not to be too nuch
sulfur. So these -- you know, strontiumis out
there. 1t's kind of known as a forever chem cal
and it also creates a very nasty scale. Strontium
sulfate, just like the bariumsulfate, the only way
that you can get rid of it is by nmechanic neans.

So if you have mxing of fluid in the
formation that has -- you're introducing a high
strontiumlevel with -- you know, what it's going to
react with, over on the other side is going to you
your sulfates. So we'd have to run over to the
sul fates, and you see we got 4-hundredths of
t housands in theirs, and we got a m xture of 600s
to, you know, couple 2,000 outliers, it |ooks |ike.

You know, since you're introducing nore

strontium you have a good chance of formng this
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forever scale. And you -- you know, if it gets in
the formation, or whatever, it's good night, it's
over, right? | nean, the -- it will formand, you
know, block off the ROZ, and you're never going to
be able to recover it.

So you have a high potential for rea
danmage to be going on that you cannot go back on.
It's not like, let's say, over to the side over
here, the cal cium carbonate, you can dissolve that
with acids. You can do sone renedial thing. But if
you start getting bariumsulfate or strontium
sulfate formng, there is no good ways to renove it.

Now, you know, strontium you know, it's
where the, you know, TDS and things cone into play
also. It's the other chem cals that -- the higher
the TDS, the nore likely that strontiumw |l form
Pressure and tenperature have an inpact too.

But you see as we start going across, you
see sodiumis nuch higher in the Goodni ght water
versus the EMSU base water. Potassiumis higher.
Probably the sodi um potassiumis probably com ng a
lot fromthe frack fluid that's being used there.

Anot her one that kind of junps out that
gets concerning, you know, the same with strontium

and lithiumis |like, when you start introducing
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these things, you start introducing NORMinto the
system So NORM stands for normally organic
recurring materials.

And so whenever you get to the end of the
life of a project where you have NORM present, it
requi res a whole -- you know, to renove the
equi pnent, the netals, you know, gather that, and
then you've got to go through a nore expensive
process to get rid of it.

So you've got these heavy netals that are,
you know, migrating into the systemthat it's going
to cause, you know, your P&A expenses and different
things to go up because now the netals are going to,
you know, contain NORM But the high l[ithium
that's getting pretty high.

You mgrate over to iron. |t can conme up
a few different ways. You know, one general
i ndication of it would be how healthy your system
is, right? So iron, there's a lot of steel that's
used in the oilfield. So that's a good source to
get iron in. So you can see where their iron levels
are nmuch higher than what the iron levels are in the
EMSU. We keep our corrosions at a m ninmum and
t hings, and keep it pushed down.

Junpi ng over to the anions, you can see
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that the chlorides are nuch higher than what ours
are, and that's what the graph was before, was the
chl oride test between the two.

Sul fate may be within the range. There's
times that it's higher and tines it's lower. It's
probably -- depending on where they' re getting their
fluid from right, there m ght be sonebody running
nore fracks, less fracks, whatever. |It's hard to
really nail down what chem stry they're putting into
the formation.

CO2, you know, that's relatively the sane.

Bi ocarbs, we bring nore biocarbs to the
table, which would be -- you know, we're the ones
that -- and in the carbonates, the cal cium
carbonates or the iron carbonates, those ones.

H20 i s because of the nature of the
wat er fl ood, or whatever, we have a little bit nore
of that into the system which is where you have the
old sulfates there. And then probably bugs and
those type of things over the years contribute to
t hat .

And so anyways you can -- | nean, it's
pretty easy to see that these fluids don't |ook the
sane. We could do a lot of fancy chemstry. W

could get sanples fromthem and us and m x them and
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see what kind of creatures are created, but they're
not simlar fluids.

Q And is that because Goodnight is injecting
wat er from outside of this immedi ate area and
formation?

A. Yes, ma'am We're -- you know, so our
production is -- you know, in the Central was
considered Central Basin Platform This is deep in
the Del aware Basin here, along with a |ot of frack
fluids. So you're using a lot of chem cals and
maybe even tracers or different things that's m xed
up in that fluid.

So there's a big mx of fluids, and
they're coming -- | nean, | don't know, a |ist of
t hi ngs, what the Bone Springs, the Wl fcanp and
those type formations. So they just have a totally
different chem stry that -- you know, than what we
have in our area.

Q And is the injection of water with
different chem stry -- and particularly the
chem stry you' ve tal ked about here, can it cause
per mmnent danmage to the formation?

A. Yes. You know, several of these can. You
know barium sulfate fornmed in the formation wl|

cause pernmanent damage that you will never be able
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to recover those reserves.

Q And woul d that inpact a CO2 project?
A. Yes. |If the CO2 cannot contact the
nol ecul es of the oil, there's no way for it to

penetrate in it to reduce the viscosity, and things,
and to allow that to fl ow out of the rock.

Q Looki ng at your next slide, which is
Exhibit B-21, can you tell us what this shows?

A. So this is fromDr. Lindsay's testinony.
You can kind of see where you got the folds setting
up the reservoir and then how historically you had
the edge water that could feed up fromthe
Goat Seep. And then you had the bottom water that
cane fromthe San Andres. And then you had up in
the old connate waters fromthe Gayburg prior to
the flood, or whatever, did have higher, you know,
salinity there.

But the sulfate rich water, which, you
know, is in the whole system that sulfate, you
know, gets to be real dangerous when it mxes with
barium And now a new chemi cal that's comng in
too, the strontium And you m x that strontiumwth
this sulfate, you know, rich environnent, which now
the -- for the nost practical purposes, the G ayburg

wat er has been replaced by the San Andres water.
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And where you see that the -- the
salinities that are around that 11-, 12,000 arch
because a | ot of production came out of the Grayburg
before the start of the waterflood, and then you
I ntroduced a ot of water into it to nmake the

wat er f | ood happen.

Q Anyt hing el se on this one?
A. No. And outside of, you know, whenever
you bend, you know, rock, it will break and

fracture. And so that's where you kind of get sone
of those plunmes that you can see where, you know,

the reservoirs have been bent.

Q. This is your Exhibit N-14. \What does this
show?
A. So this was provided to us from Goodni ght

after we had our guys in the field noticing, you

know, work over -- eight over on their well. And so
this is where they -- although chem stry that we

descri bed above -- and this is even before mxing --
t hey had problens with heavy scal e, heavy rust. You

can see where it's highlighted there that they
couldn't even separate the well head and pull the
t ubi ng hanger out because of how nmuch scale there
was in the tubing and things.

And so | -- they don't tell ne what type
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of scale that was, but it's probably one of those
nore forever scales. You can see where it's form ng
on the way down in the reservoir. |nmagine you add
sone pressure and you add sone tenperature to it,
you know, it's just |ike cooking in your Kkitchen,
all of a sudden those chem cals want to go nore.
Okay?

Day 2. Here's the other piece of the

danmage, has gone -- we're talking -- you know, so we
read here, it's, you know -- it says that this is a,
you know -- read it here, yes. It says that unit's

got liner damage, one over to the right. Wich

| i ner damage woul d be indicating that it's lined to
the -- init. So they' re putting plastic on the

i nside, plastic |ike conpound inside of the tubing
that they're injecting down to try to prevent it
from being affected from corrosion.

So you see here they indicate that they
found several damaged, corroded -- corrosion pins.
So this is a corrosive fluid that they're putting
down in the reservoir, right? | nmean, there's -- we
don't need, you know, to do any chem stry experinent
when you have real results on a well that started
in -- | don't know the exact date on the Ryno, but

2020, right around there, plus or mnus years.
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So it hadn't been in service that |ong.
And you' ve got substantial damage and substanti al
scal e that had forned here, according to this
report.

Q Let's | ook at your Exhibit N-6. What is
this, please.

A So this is a cross section. | can't
remenber who created this one. | think it was Ops
Geologic. But you can see in it the Ryno SWD wel|ls
on the far left. And you can see where they have
perfs, you know, that are indicated in the red that
do exist in the top part of the San Andres, which is
right there, you know, into the Grayburg. And even
across from you know, areas that show that there's
oil there.

And then, you know, you hit -- |ooks |ike
maybe t hey avoi ded on purpose sone intervals that
had sone, you know, oil down bel ow, but they kind of
m x and get kind of close. You can see where, even
though it's a down-dip oil, they also -- and even
t hough it has ROZ in it, that that water is going to
flow up-dip and inpact the other pieces of the
reservoir in the San Andres and al so, you know,

m grate -- whenever it hits a crack, mgrate up into

t he Grayburg.
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Now, note on the two logs in the m ddl e of
that, they didn't have sufficient data to calcul ate
the oil saturations down deep.
Q And so with respect to the chem stry that
you' ve been tal king about, does this slide indicate
that the | ocations where Goodnight is injecting or

the intervals would cause damage in the San Andres?

A. Yes, nm' am
Q Okay. Thank you.
A. And | think -- | don't know if there's a

| ocati on tab down on the right-hand corner or not
just to show them This is a west to east line

goi ng across. No, there's not, but the RR Bell is
on the right. So it's kind of a -- just to give you

a frame of reference, you're going fromdown-dip to

up-dip.

Q Okay. Let's talk about the SWD inpacts.

A. Okay.

Q Okay. And this is your Exhibit I-16. Can
you tell us what this shows?

A. Several things going on here. First, it
shows -- this imge shows the four current SWDs

that's going on. And up in the m ddle | egend, you
can kind of see it depicts who, you know, has the

mnerals into it.
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Fee, being that it's a regular non-State
| andowner. You know, the State | eases depicted in
green. And then the Federal |ease is depicted in
blue. And the total unit boundary is about 14, 000.
And then, you know, it's, you know,
approximately -- you know, the red squares are the
surface | ocations for each of those wells and about
a five-acre surface | ease representative of what
t hat woul d i ndicate.

And then on here, you see how nuch water's

been injected in each well. And the circles of blue
i ndi cate about the -- the inpact radius that they've
i npacted already. |If you just take the perfs, you

know, 50 percent net to gross, and then you're --
you know, what water you're pushing, you can see how
much, you know, inpact you've had fromthose
i njections, roughly, if it at all stayed within the
San Andres.

You can see where they're -- in present
time, this is present time in -- | think maybe the

date was up at the top of when this was. Okay. But

this is to date. | don't
Q It says August 1, 2024 on the bottom
A. Ckay. Yeah, | couldn't renenber which --

you know, which tine it was. So it's progressed a
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little bit since then.

Q And then your next slide is Exhibit I-19.
What does this show?

A. So this is, you know, after one nore year,
which we're al nost there, June 1, to represent to
grow the circles after another year of disposal, of
how the circles start to grow. And they're starting
to overlap and starting to flood out the ROZ
potential in that area.

And then it has indicated the, you know,
five stars to where their proposed SWD permts would
conme in.

Q. And this is after one year of injection?

A. Yes, this is, you know, after one year of
I njection, June 1, 2025.

Q. And then what's shown on your
Exhibit 1-20, the next slide?

A. Okay. This is assum ng that the SWD
permts are granted, and this is to June 1, 2029, so
four years down the road fromnow, five total. You
can see where the blue circles continue to grow.

And then the additional ones of, you know, the five
there start to commngle, and you really are
flooding out the resource in the area.

You can see how quickly the inpact is.
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It's kind fromthat cunul ative water graph before.
You can see how rapidly this is. And that's why,
you know -- you know, tinme is of the essence here,
that this is very inpactful

Q Then what is shown on your next slide,
which is Exhibit 1-21?

A. Okay. Now we go, you know, to the
ten-year mark. Well, all the circles have kind of
junmped on top of each other, and you can see they've
formed one big circle to where in ten years, you've
al nost fl ooded out the ROZ potential for all of
EMSU. There's a little bit left up to the north,
but you' ve had a huge inpact of the area.

Q And what's shown on Exhibit 1-22, which is
your next slide?

A. This is after 20 years. You can see, you
know, the EMSU depicted in the blue outlined that
you pretty much have reached every | ast outside
extent of the -- of the -- you know, the ROZ
potenti al . It's, you know, flooded, and you're

pushi ng water continually outside the bounds. And

It's damage -- there's no potential for ROZ or
anything left. | nean, you' ve flooded all of it.
Q Then what's shown on your next slide,

which is Exhibit [-23?
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A. So this is just, you know, doing a little
bit of -- you know, of what -- you know, to do a

reference of a five-acre tract, right? And then say
if we had a permt at 40,000 barrels a day, you
know, of what that inpact would be. If you injected
into at 40,000 barrels a day, you can see in 13
days, that you start getting outside the bounds of a
five-acre tract, which is, you know, a lot of tines
what the surface | eases agree to for an SWD perm t.

And so you're starting to get onto other
bounds of | and.

Q Wthin 13 days?

A Wthin 13 days at 40,000 barrels a day.

Q Okay. What is shown on this next slide?
A. So shrink it just a sm dge.

Q. Shrink it?

A. Yeah, just a sm dge so we can catch the

bottom of it.

So this is showing you the tracts of the
EMSU, you know, in red -- now, they're both in
red -- and EMSU B to the north. So what | want to
point out here is that all of this is one big
system

So no matter how fluid gets into the

system you affect all the Grayburg production.

Page 197

Veritext Lega Solutions

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




© 00 N o O b~ W DN PP

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

William West - April 9, 2025

Di rect Exam nation by Ms. Hardy 198
So -- you know, so whether that's com ng up through
exi sting well bores, fractures, or -- one real direct

way woul d be on the active water supply well that we
have going on because it's part of the unit.

So all that chem stry that we went over,
because it's part of our waterflood. And to produce
it and to nake up water, you know, you're getting
water fromthe San Andres. So if you're polluting
that water, now you're effectively not only
pol luti ng EMSU, but you're effectively polluting up
into EMSU B al so.

So this is representative of all the
pi pelines and all the, you know, the facilities.

You can see kind of in the mddle of the EMSU there,
you see the EMSU s CTB

And so all of the water and fluid cones to
there, and it's distributed out across the whole
entire unit. That's why | was saying if you're
damagi ng our water supply, then you're danmagi ng all
of the Grayburg.

Q Okay. And then here's a summary of your
conclusions. Can you tell us what they are?

A. Fromour different |looks at it to your,
you know, EMSU has a great ROZ potential of over

900 mllion barrels in the San Andres, which is

Page 198

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



© 00 N o O b~ W DN PP

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

William West - April 9, 2025

Di rect Exam nation by M. Hardy 199
currently being inpacted by Goodni ght's SWD
oper ati ons.

You know, since you're injecting these
| arge anounts of water, that -- by nature, that
pressure in the San Andres is increasing. And
this -- and it's pronoting increase of water influx,
whi ch has been known from hi storical papers and very
wel | publicized, into the G ayburg intervals.

And then, you know, we are seeing, you
know, proof of it. |Is that water chlorides are
starting to increase and it provides an indication
that, yes, near the well bore that we're getting, you
know, influx of water that is, you know, changing
the salinity of our fluid.

All the three units that we have out
there, the EMSU, the EMSU B and the AGQJ, all have a
hi story of bottom water production fromthe
San Andres, which plunmes have been well docunented
in, you know, public papers. And so it's -- it
just, you know, can't be allowed to go on.

Q And kind of just to sumup, is the gist of
this that Goodnight's injection is damagi ng the
reservoir?

A. Yes, it's damaging the potential ROZ in

the San Andres, and it's damagi ng the current
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part of

the EMSU unit. Both of those are, you know, part of

the unitized interval.

MS. HARDY: | have no further

guestions for M. West. He's available for

cross-exam nation. Thank you.

HEARI NG OFFI CER HARWOOD: Al l right.
Then M. Rankin?
MR. RANKIN: Sorry, one nonment. [|I'm
trying to find the presentation slides that
Ms. Hardy sent to ne yesterday.
HEARI NG OFFI CER HARWOOD: | thought
you were about to say no questions.
CROSS- EXAM NATI ON
BY MR RANKI N:
Q. M. West, I'mgoing to share on the screen

t he Power Point presentation that you just wal ked

t hrough with Ms. Hardy. Okay? Let ne know when you

can see it.

A. Yes, sir, | can see it.

Q. G eat . Maybe before | -- before | do, |
think actually, | mght just want to get into a
little bit nore about your background. W qualified
you as an expert in petroleum engi neering, and I
did -- since we're on the topic -- and | wasn't
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trying to be rude, but | did understand you to say
that you were sinply an expert in petrol eum

engi neering but with respect to production,

engi neeri ng, and operating -- operations; is that
correct?

A. | said petrol eum engi neering and
specializing in -- especially within the area --

spent a lot nore tinme in production and operations.

Q Production and operations?
A. It's just saying it's specialized.
Q. Okay. | didn't nmean to be rude.
just -- | thought | heard you qualifying yourself as

an expert in those areas, and | --
A. It's okay.
Q. | was going along with what | thought you
wer e sayi ng.
Al right. So we got your -- your resune

or CV was attached as part of your direct testinony

as Exhibit I, correct?
A. Yes, sir.
Q Okay. And you cane on to Enpire Petrol eum

in June of 2023, correct?
A. Yes, sSir.
Q Ckay. But initially, you got your

undergrad in petrol eum engi neering back in 1999,
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correct?
A. Yes, sir, from Marietta Coll ege.
Q And t hen when you joined Enpire in June of

2023, you cane on as senior vice president of
operations, correct?

A. Yes, sir.

Q And what do your -- what do your duties
I ncl ude as senior vice president of operations?

A. ' m overseei ng the day-to-day |ogistics,
field operations, reporting the activities,
overseei ng the engi neers and geol ogi sts and

technical staff in the office.

Q. And what areas do you oversee in that
rol e?
A. Engi neeri ng, geol ogy, and the technical --

| i ke the technicians that work for them
Q And in that role, you' re overseeing al
of -- all of Enpire's operations, not just in New

Mexi co, correct?

A Correct.
Q Okay. And where woul d t hose be?
A. We have operations in New Mexico, Texas,

Nort h Dakota, and Loui si ana.
Q And prior to comng on to work with

Enpire, did you have any experience with CO2
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enhanced oil recovery projects?

A. Not CO2, but enhanced oil recoveries, yes,
several waterfl oods.

Q Have any experience eval uating, assessing,
or operating in a residual oil zone?

A. No, sir.

Q Any experience characterizing a potenti al

resi dual oil zone?

A No, sir.

Q Any experience operating in a residual oi
zone?

A No, sir.

Q. Any experience designing or inplenmenting a

carbon di oxide tertiary fl ood?

A No, sir.

Q. Any experience designing or inplenenting a
CO2 water alternating gas flood?

A. No, sir.

Q And in your role as senior vice president
of operations, you're in charge of not just the
folks in the office, but the folks in the field in

all the | ocations where Enpire has operations,

correct?
A. Yes, sSir.
Q And that woul d i nclude in New Mexi co,
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correct?
A. Yes, sir.
Q So you have -- do you have -- you have

contact with folks in the field in New Mexico?

A. Yes, sir.
Q How frequently do you have contact with
operate -- operators or your folks in the field in

New Mexi co?

A. Typically, 1'Il talk to Toby, you know,
once a week or so.

Q. Is that true -- been true since the tinme
you canme on to work with Enpire?

A Yeah, sonetines nore, sonetinmes less. It
just depends what activity is going on.

Q. Now -- oh, switch over to your summary
slides. | may spend sonme tinme on sone of these, and
| may skip over sonme only because they're in your
testinmony. It nakes sense for ne to talk through
themin the context of your testinony. OCkay? So |
may skip over sone of these slides, but don't worry,

not because | don't want to ask you questions about

them It's just because |I'mgoing to cone back to
themin a different context. Okay?
A. |'msure you'll have a few.
Q In your slide 2 here, you present your
Page 204

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



© 00 N o O b~ W DN PP

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

William West - April 9, 2025

Cr oss- Exam nation by M. Rankin 205

Rebuttal Exhibit N -- N-1, and as | understood, the
main takeaway is that -- fromyour testinony, is
that there's -- in your opinion, there's a very
| arge EOR potential as represented by XTO, correct?

A. This is XTO s representation that there is
a large ROZ potential .

Q And XTO -- XTO s representation was
limted to -- was |limted to approxi mtely m nus 700
subsea in this docunent, correct?

A. In this docunent, that is what they
represented here.

Q Are you aware of any other docunents that
reflect that XTO was representing a potential ROZ
any deeper than m nus 700 subsea?

A. I think you' ve seen a | ot of things.

Q. ' masking you. | nean, are you aware of
any docunents in which XTOis representing a
potential ROZ deeper than m nus 700 subsea?

A. No, sir.

Q Are you -- are you personally relying on
XTO s representations in this slide or any of the
ot her docunents that you reviewed from XTO?

A. It's a point -- it's a data point that you
take into consideration.

Q Ckay. And are you taking this into
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consi deration?
A I"mtaking this into consideration that
XTO Exxon believed in the ROZ enough to put it in a
sal es package. So it's, you know, a bunch of other
experts outside the ones that | have in ny office or

third parties that have worked on this.

Q But et nme ask you this question: Are
you -- are you relying on this information?

A. It's a data point.

Q Is -- it's a data point. Are you | ooking

to acquire additional data points?

A. As -- you know, as an engi neer, you
continually take what data points you can find and
do an engineering analysis on it. And this is one
data point that another conpany who previously
operated the asset felt pretty strongly that there's
an ROZ here to indicate it on a sal es package, being
one of the |l argest conpanies, oil and gas conpani es.

So | would have to say they believed in it pretty

good.

Q. Now, this sal es package, this docunent
we're looking at wasn't limted to the EMSU,
correct?

A. No, sir.

Q And it's referring to all three units,
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correct?
A. Yes, sir.
Q And that type log doesn't identify a
specific well, does it?
A. It just says tech well.
Q So we don't know what unit it's intended

to represent, correct?

A. That is correct.

Q And so in any of the docunments that you
have seen from ExxonMobil or XTO, have you
i dentified any docunents that reflect a specific --
let me -- let nme think about this, how to rephrase
t hat question.

Okay. So based on this docunent here,

that type log could be fromany one of the three

units, correct?

A. You said type | og representative of the
ar ea.

Q Okay. And that's your understandi ng,
right?

A. Yeah, that's what | can see fromthe | og
and fromthe -- fromthe slide. There's no header
sayi ng what exact well it is.

Q As a part -- as a senior vice president of

operations for Enpire, when you cane onto the

Page 207

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



© 00 N o O b~ W DN PP

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

William West - April 9, 2025

Cr oss- Exam nation by M. Rankin 208
conpany, how did you famliarize yourself with
the -- with the three units that you're -- you were
charged with overseei ng?

A. When | cane onto the conpany, it was an
operating asset that we had. You kind of conme on,
you -- | just -- you know, talking with staff in the
office and talking with field staff and just
famliarize nyself that way.

Q Did you review any of the historical
uni tization docunents for either of these three

statutory units?

A No, sir.

Q No?

A Not at that time, when | cane on board.
Q. Have you since?

A. |'ve seen parts of them since --

Q Okay.

A. -- in this case.

Q Si nce your understanding that XTO believed

strongly enough in the potential for an ROZ in these

three units and represented that it was -- had a
potential of producing nore than 900 -- or
containing nore than 900 mllion barrels of oil, but

they sold it for less than $18 mllion to Enpire?
A. Yes, they sold it to Enpire. | don't
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know -- | don't understand your question.

Q Well, let ne -- let me ask -- let ne
rephrase it. |[If you believe that XTO believed
strongly in the potential for -- that the ROZ that
they represented in this docunent -- that they

believed strongly that there was an ROZ across these
units containing upwards of 900 mllion barrels of
oil, why did they sell it for -- to Enpire for |ess
than $18 mllion?

A. | have no specul ation on Exxon's business
practi ces.

Q Are you relying on XTO s representations
in this docunent to make any determ nati ons about
whet her there is a potential ROZ bel ow m nus
700 feet subsea?

A. Repeat the question just to nake sure |
understand it.

Q Sure. Are you relying on any of the
representati ons made by XTO in this docunent or any
of the others that you reviewed to concl ude that

there is a potential ROZ deeper than m nus 700 feet

subsea?
A. Not from Exxon
Q Not from Exxon?
A Correct.
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Q And not from XTO?
A. Correct.
Q Okay. This was -- this was one of the

ot her docunments | think that was prepared or
presented as part of the sal es package by XTO
correct?

A That is correct. It does have a little
shading on it that wasn't in the sal es package.

Q That was sonet hi ng you added, right? That
was sonet hi ng you added?

A Yes.

Q | think I heard you say that there's a --
there's a structure here, right? And in the EMSU
actually, it's -- Dr. Lindsay referred to it as

doubl e, doubl e hunped structure, right?

A. That is correct.
Q. What's the nechanisn? This is a
conventional -- | mean, the EMSU is a conventi onal

reservoir, correct?

A. That is correct.

Q Okay. And what is the trappi ng mechani sm
for the EMSU? Is it structural or is it
stratigraphic?

A. ' mnot a geol ogi st exactly, to define

t hat .
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Q Okay. So you're -- so you're not sure
whether it's a structural or trapping nechanismor a
stratigraphic trappi ng nmechani sm here?

A. From Dr. Lindsay's, you got the -- you got
a structural coment. And then | believe as you go
farther to the east, there was a deterioration of
the reservoirs also that he indicated on his
testinmony. So it |ooks, you know, a little bit of a
conbo.

Q The -- | have to catch up to where | am
her e.

MR. RANKIN: Is this a different
slide presentation that | got today -- |ast night,
Dana, or is it the sane one, sanme sequence?

M5. HARDY: It's the sane.

A It's the sane.
Q Okay. | may have been off in ny
numberi ng, nakes sense.
M. West, you testified when we were
| ooking at this slide about two wells that tested
oil at the top of the structure, correct, in the

San Andres?

A. That is correct, confirmed by M. Knights'
testinony.
Q Did M. Knights address in his testinony
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whet her it was San Andres or G ayburg?

A. | can't renmenber exactly, but it was a
San Andres test.

Q And -- but you don't renenber whet her
M. Knights assigned a formation to the | ocation of
t hose tests, right?

A. | -- I've | ooked at a | ot of things.

You' d have to show ne his testinony.

Q Okay. But that's whatever -- is

M. Knights' testinony, and it is what it is, right?
A That is correct.
Q And he'll be able to clarify that if it's

sonet hing different.

But as you sit here today, you don't
recall whether he actually assigned that -- those
production tests to one formati on or another,
correct?

A. Yeah, correct. | can't -- | don't have
his testinmony in front of ne.

Q Now, the production tests that you
referred to in the 660 and 658, were they both

publicly avail abl e?

A. I'"'mnot sure if it ever was in a public
docunment or not. |'munsure.
Q Ckay. So as you sit here, you're not --
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you can't say for certain whether the production
tests that you referred to were actually publicly

avai |l abl e to Goodni ght or anybody el se?

A. That is correct.
Q Okay. This slide 6 here, you showed us an
accumul ation of oil in the San Andres that was

produced as part of the South Eunice San Andres

field, correct?

A. From t hat pool, correct.
Q Okay. And in this slide, you got a
depi ction of the productive area of that -- of that

field, correct?

A That is correct.
Q And the |line surroundi ng that production
that you identified, those are -- those are -- what

are those contours?

A Looks like it's from --

Q Sorry.

A. On the right-hand corner, it says it's a
net pay.

Q Okay. It's a net pay. And the contour

Intervals are what? What are the contour intervals?
A. | -- ny eyes are not that good.
Q Whul d you agree with ne that they're

50-f oot contour intervals, based on your map?
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A There you go. Yes, that | ooks to be
correct.
Q Any reason, as you sit here, that you --

that's not correct?

A No. | just wanted to make sure | verified
t he contours.

Q And you added those values, right, on the
contour intervals? The 100 feet, the 50-foot, the
150-foot, right?

A. Yes, because you couldn't really read
them They're so tiny on the actual contours.

Q. And so if this is a 50-foot contour here
that I'mindicating, then the next contour involved
woul d be 0, correct?

A. That is correct.

Q. So this entire field that's surrounded by

a contour interval of 0, but net pay?

A. Net pay.
Q Ri ght ?
A That's correct.
Q Okay. And also, as indicated by this
| egend, we have a -- an additional figure that is

I ndi cated throughout the map, which is this green
circle wth a white center?

A. Ckay.
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Q Do you see that?
A. Yes, sir.
Q And it's a little hard to read, but it
says -- | think it says sonething about San Andres

present. Do you agree with that deciphering of that

| egend key?
A. Yeah, | think the best | can read
can see "present."” | don't know what that

two-letter word is, but that | ooks |Iike San
Q So it says -- | believe it says --
agree with nme, that it says, "San Andres is
present,"” right?
A Yes, sir.

Q Okay. So if | go back to the map

| ook over here and | see that to the west and south
of this field where the net pay goes to 0O, we have a

| ot of other wells which indicate that San Andres is

present, agree?

A. Agr ee.

Q But based on the wells surrounding this

field, the data does not indicate that there's any

San Andres pay extending further to the west from
this field, agree?
A. Agree. It's a net pay map, and this is a

conventional trap. So that would be the high point

it, |

Andr es.

and you

and |
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of the field. And where the net pay is trapped and
then the stuff back to the west wouldn't be part of
the trap. And | assunme that O contour |ine would be
the oil -water contact.

Q And so this -- would you agree with ne
that this field, the San Andres productive field is
an isolated accunulation within the San Andres?

A There's a trap in the San Andres in this
area, an accunul ation that produce conventionally.

Q | nmean, and you would agree with ne that
it's isolated because it goes down to O net pay
entirely surrounding this field, agree?

A. Or a conventional pay.

Q For conventional pay. So you would agree
with me that it's an isol ated accunul ati on of
conventional net pay in the San Andres, agree?

A. Agr ee.

Q And approxi mately how many mles is that
fromthe EMSU?

A. Each one of the squares is about a mle.
So, one, two, three -- maybe four to the west of the
AGU and |i ke another four or five up, so that's
seven or eight maybe, as the crow flies.

Q Ckay. So seven or eight mles fromthe

EMSU you' ve identified an isolated conventional net
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pay oil accunulation in the San Andres of
approxi mately how many acres?
A. So let me .
It's tough to tell with the contours, the

way they cut through there.

Q Yeah.

A [t's just to show that there -- you know,
there's oil in the systemin the San Andres regional
way.

Q Okay.

A. This is a conventional pay where you had a
trap.

Q. So how does this relate -- if it's

conventi onal pay seven m | es away, how does this
relate to potential for ROZ in the EMSU seven m | es
away ?

A. From Dr. Lindsay's, you know, testinony,
if you add Mother Nature's waterflood, that's oil
m grated through the system and it was there. And
t his happened to be one of the accunul ati ons when it
m grated through the system that there is enough of
atrap that it stayed there and, you know, resulted
I n conventional pay. So it just |leads into, you
know, the sane belief that, hey, oil was in the

San Andres. It's, you know, part of the system
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Q Okay. So there was net pay and primary
production fromthis field indicating that there was
at | east sonme previous mgration of oil that
resulted in a -- that was trapped conventionally,

right, in this location?

A. That is correct.
Q But as to the San Andres, there was no
primary production, right? 1In the EMSU -- in the

San Andres and the EMSU, there's been no primary
production, agree?

A. There's been primary tests but no prinmary
producti on.

Q. Okay. And there's been no accunul ati ons
of conventional oil identified in the San Andres to
date; would you agree?

A You had the -- what woul d be consi dered
the transition of those tests in the 660 and the

658. That was at the top of the structure.

Q And that woul d depend on what you -- how
you define the top of the San Andres, right?

A. That's pretty well defined by the State.

Q Well, we've been through this a |lot the

past week-and-a-half, but there's been |ots of
different -- | nmean, Enpire, itself, has just

recently changed its tops fromits original
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testi nony, agree?

M5. HARDY: Object to the form
think it m sstates testinony.

MR. RANKIN:. | nean, we went through
It today. Yesterday M. MShane testified that he
changed all of the tops in his -- in his wells.

HEARI NG OFFI CER HARWOOD: It will be
overrul ed.

A. | don't renmenber the testinony right.

It's only a couple of feet.

Q Okay. Wel
So there is a -- your viewis that there's
a slight potential accunmulation in this -- what

you're calling the transition zone at the very top
of the -- of the structure where Enpire has
identified the top of the San Andres, agree?

A. | agree that there's been oil tests in the

top of the San Andres.

Q There -- say that again?

A. That there's been oil tests that produced
primary oil.

Q There were two oil tests, right?

A. That is correct.

Q Ckay. And I'Ill get into the results of

those tests |later on. But you're identifying those
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two tests as the only two tests that resulted in
any -- oil tests in what Enpire has identified as
t he San Andres?

A. | agree.

Q Okay. Does this -- going back to your
slide 6 -- your rebuttal Exhibit N-15, what does
this net pay map tell you about this structure of

this field here, if anything?

A. | can't really depict structure off a net
pay map.

Q. Okay. |I'mgoing to skip over the second
econom ¢ nodel discussion, | think, for the nonment

because it's going to take a little while | think.
And | have a series of questions to wal k through
with you. But | don't think I"'mgoing to do it on
this slide, but I may come back to this slide for
pur poses of discussion.

Well, actually, | think there's just a few
things I want to touch on before | do |eave it.
VWhen you were discussing this slide, you said that
the way you set up these two econom c nodels --
there's two, right? There's one that's for
250-pattern and another for a 75-pattern case; is
that right?

A. Yeah, 72 or 75.
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Q 72 or -- | can't renmenber. | may have
gotten the nunber wong nultiple tinmes when | was
opposi ng you, and it was probably stuck in ny head.
Okay. 72. Al right. 250-pattern and the
72-pattern ROZ econom ¢ nodel, right?

A. Correct.

Q Okay. And | heard you say, | believe,
that it's your opinion that this nodel is a worst

case scenario; is that right?

A. | didn't say worst case scenario.
Q. Okay. | wrote down worst case. But is
it -- it's not a worst case scenario, then?
A. No.
Q Okay. But just before I nove off of this,

my recollection is that the nodel is based on an
assunmption that there is a 400-foot continuous

i nterval of 30 percent average oil saturation that
woul d be targeted, correct?

A. No. It's a 400-foot interval. It does
not need to be conti nuous.

Q. Okay. M. West, I'll come back to that
when we cone back to your -- when | cone back to
this later in your testinony.

But for now, are you telling me it doesn't

need to be conti nuous, but there needs to be an
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average oil saturation of 30 percent across that
400 feet, because that's the basis for your nodel,
correct?

A. In that part of the pay, that would be it,
If that's what it would be, would be 30 percent
saturation in that nodel.

Q Okay.

A. And 400-foot in that pay, just |ike the
Grayburg above you, is not a continuous.

Q. I'"ll come back to the rest of the economc
nodel |ater when | get to it in your testinony.

Now, on your next slide 8 wth Exhibit --
where you refer to Exhibit -3, and -- you know, we
went through this a lot with Dr. Lindsay and the
w tnesses during the first week of this hearing.

And | was trying hard to ascertain and identify any
papers or docunentation that established that there
was a record, okay, docunentation of actual water

mgrating up fromthe San Andres into the G ayburg.

And you said several tinmes during your
i ntroduction that it's been well docunented
hi storically that there is San Andres water
mgrating up into the Grayburg. And you referenced
that there are papers that discuss this and that

there is denonstration of San Andres water com ng up
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into the -- into the Grayburg formation.

"' masking you to tell me: \Where is it
wel | docunented that there's San Andres water -- or
has been San Andres water comrunicating up into the
Grayburg formation?

A Can you pull up the slide that you're
t al ki ng about ?

Q OCh, | put it away. Sorry.

| think it's this slide and the next slide
where you di scuss this issue.

A. Yes. So you -- flip to the next slide. |
mean, this is just historical water production, so
it's public data that's out there that you can see
that water was comng in. But go to the next slide.

Q. But on this slide, you' re saying that
water is comng in. Wat do you nean? How is it
show ng that water is comng in?

A. Your production only fromthe G ayburg,
and then you have these high water vol unmes indicated
by the |l arger blue circles.

Q How do | know that that's a high water
volume for that well?

A. It's a bigger circle, and it has the
vari abl es underneath it.

Q But how do | know that's a high water
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volune relative to the production fromthat well?

A. What else would it be fronf

Q Well, | mean, relatively speaking, | have
no basis to agree with you that that's a high water
production. What's the overall production fromthat
well? VWhat's the ratio of oil to water?

A. | don't have this. W could | ook back at
the records and determ ne that, but that's
representative of the water vol une.

Q You're telling nme that that's an excessive
ampunt of water, and |'m asking you: How do |I know
fromthis bubble plot that it's actually excessive?
Rel ative to what? Relative to -- howdo I knowit's
a high water volune?

A. Rel ative to the other wells in the area,
the sizes of the circles.

Q. But | don't know how nuch overall fl uids
the other wells with smaller circles have produced,
do I, based on this map?

A. | told you that the water volunme's on
t here.

Q But | don't know how nuch oil that wel
produced. | don't know what the overall production
of fluids fromthat well is to know whether that's a

| ot of water or a little water for that little dot
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or that big dot, right?

A This predicts water volume. Bigger circle
woul d be [ arger water volume. Smaller circle would
be | ess water vol une.

Q I nmean, what if -- what if these bigger
circles that you're pointing out here also produced
proportionately the sane proportion -- let's see if
we conpare these two circles here, the EMSU 144 and
the EMSU 162, just to the southeast. Okay? Let's
just say for the sake of argunent that the 144

produced proportionately nore water than the 162

wel |, okay, relative to the amount of water it
produced. How do | -- how can you say, then, that
that water -- that well is producing an excessive

anount of water?

A | would need to be able to see the -- if
you wanted to do that analysis, the full production
fromeach one, but just -- we're just tal king vol unme

of water, not total volune production out of the

wel | s.

Q | hear you. And you're telling ne that
that -- that well, this big circle around the 144
produced 2.6 -- is it mllion barrels of water? |Is

that right?

A. | can't read the nunbers all the way, but
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t hat | ooks correct.

Q Okay. And you're saying that on the
slide, that it's -- they're high water production,
but | guess ny -- what I'mtrying to get at is, |
don't know that that's high water production
relative to the overall production fromthat well.

A. There's no relativity. 1t's just water
production there.

Q But you agree with ne that this map tells

us not hi ng about the total volumes of fluid that

were produced fromthe 144 well, agree?

A This tells us cunul ative water vol unmes as
of 1986.

Q And it tells us nothing about what the

volune of oil or total fluids that were produced

fromthat well, agree?
A. This is just water vol unes.
Q. Okay. And so | don't know, over the
hi story of that well, whether that is an abnor nal

amount of water produced fromthat well or not,
agree?

A. It's a larger water volunme conpared to the
wells around it. W're just tal king about water
vol une, not rati os.

Q But | don't know whet her that well has
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produced an excessive ampunt of water relative to
that well's historic production?

MS. HARDY: Objection, asked and
answer ed.

HEARI NG OFFI CER HARWOOD: | do think
he's answered the questi on.

MR. RANKIN:  Okay.

Q Now, going back to ny original question, I
was asking you where is it docunented in historic
papers that there is an influx of water fromthe
San Andres into the Grayburg formation. And you
asked me to flip to this next slide. And if you can
explain to me how this slide shows that there is
docunentation of influx of San Andres water into the
Grayburg formation?

A. So this, you know, is fromthe Techni cal
Comm ttee Report referencing high water vol unes.
Agai n, the peaks, as you see the scale over to the
far left, and that -- you know, they're using this
to denonstrate the plumes of the water in the field
and that they docunented it fromsulfate rich waters
which was comng fromthe San Andres. And then that
was causing the scal e probl ens.

Q Whi ch paper are you referring to that says

that 1t's docunented that it came from San Andres
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water in the Gayburg formati on?
A |'"d have to see the references. | think
maybe if you go to the next slide.

Ri ght here this, you know, 1996 Chevron
paper. And this was -- you know, is where they said
that the San Andres water was finding its way into
the wel | bores, you know, resulting in this barium

sul fate scal e problem

Q So this 1996 Chevron paper that you pulled
sone of this |anguage from di scussed the fact that
there -- that there was potentially sone San Andres
water in -- in wellbores; is that right?

A. Correct.

Q But as to the -- you're telling nme that

there's this plumng effect. Are there any papers
t hat docunent that there is plumng into the

San Andres -- fromthe San Andres into the G ayburg
formation? So are you citing only to that 1996
Chevron paper?

A. | don't renenber all the papers off the
top of my head. And | know that there's one that
Dr. Lindsay contributed to that had that.

Q What other -- | nean, you're sitting here,
you're telling us that it was well docunented, and

there are | ots of papers that evaluated this issue
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historically. And |I'm asking you to tell nme which
ones you're relying on.

A. | don't renmenber the exact papers off the
top of nmy head.

Q So the one you're telling me about here is
the 1996 Chevron paper, right? That's the one you
can point to?

A. So this is, you know, the technical
commttee show ng the plune -- the plumes com ng up.
And then you' ve got the Chevron paper in 1996.

Q. Did the technical commttee discuss at al

that San Andres water was comng up into the

Grayburg?
A. | don't renenber.
Q. | nmean, if it did, you would have put it

on your exhibits, correct?

A. Yeah, could have put it on there. One
paper | do remenber is the Love paper that was
witten. It talks about down the | ower zones of
wat er com ng up fromthe San Andres.

Q We went through that Love paper with
Dr. Lindsay, and I'mnot going to pull it up right
NOW. But the -- did the technical -- | mean, I'm
asking you, | nmean: To the best of your know edge

as you sit here, did the technical commttee paper
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or any of the information presented to the
Comm ssi on or evaluated by the technical commttee
i n recommendi ng the creation of the San Andres --
the EMSU unit identify specifically any

comuni cati on between the San Andres and the

Grayburg?
A. | do not renenber.
Q And you -- you're sitting here telling the

Comm ssion that it's well docunented. And you're
referring to this Technical Commttee Report from
1981 saying that this represents plunmes com ng up
fromthe San Andres in the Grayburg. And |I'm asking
you to be specific and tell me: |Is there any
reference in that comm ttee paper identifying,
confirm ng, or even postulating that there is
communi cati on between the San Andres and the
Grayburg?

M5. HARDY: Objection, asked and
answered nultiple tines.

HEARI NG OFFI CER HARWOOD: Overrul ed.

A. This is a docunent -- you know, this is

a -- you know, the exhibit fromthe 1981. They
started connecting the dots on the, you know,
sulfate rich waters, bottomwaters comng up in the

| at er papers.
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Q What | ater papers?
A The 1996 paper. And then | can't --

slipping ny mnd the second of which ones. The Love

paper tal ks about it.

Q Okay.
A. O water fromthe San Andres.
Q Prior to the formation of the unit, wasn't

it well docunented that the G ayburg was providing
substanti al edge water into the unit?

A. | don't think there's any way that it says
there was substantial edge water.

Q Okay. Rather than qui bble over the terns
or semantics, wasn't it well docunented by the tinme

the EMSU was created that there was edge water

com ng up into the San Andres -- conming up into the
Grayburg?
A | don't know. You'd have to show ne where

it's well docunented.

Q. | mean, M. West, you sat here all last --
first week of the hearing. Your own expert,
Dr. Lindsay, testified using this exact exhibit,
B-21, that you presented as part of your summary
slides that there was a strong force of Grayburg --
rat her Goat Seep water encroachi ng upon the EMSU

forceful enough that it was able to clinb 350
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vertical feet over the structure in the EMSU. Do

you recall that testinony fromyour expert w tness?
M5. HARDY: | object. | think

M. Rankin is testifying. |'mnot sure what he's

saying is correct.

Q. Well, it's docunented on this exhibit.

The vertical offset between the bottom of the
formation to the top, as M. -- I'msorry --

Dr. Lindsay testified is approximtely 350 feet.
And he testified to the Comm ssion that the edge
water fromthe Goat Seep had enough drive to reach
the top of the structure. Do you recall that
testinmony, M. West?

A. So your timng is off. The original
guestion you were asking prior to 1981. This slide
is from 2014.

Q. This slide is from 2014, but it was
docunenting the effect of the edge water drive from
the Goat Seep into the EMSU, correct?

A. Docunented in 2014, not as you were trying
to lead in to catch ne to say prior to the formation
of the unit.

Q M. West, are you aware of all the
docunentation fromthe 1930s and earlier discussing

edge water drive around this area during prinmary
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producti on?
A | have not seen that.
Q Oh, you haven't? Okay. Very well. So

you're not aware of all the docunentation
historically in this area addressing the
| ong- under st ood effects of edge water comng in from

the Goat Seep during primary production in this

area?

M5. HARDY: Objection. M. Rankin is
testifying. It assunes facts not in evidence. He
can't -- | think he has to ask the witness a

guestion, not testify about what things show

HEARI NG OFFI CER HARWOOD: | ' m sorry,
sonehow |I'' m not hearing you. You' re not speaking
into the m crophone.

MS. HARDY: Ckay.

HEARI NG OFFI CER HARWOOD:  And

m ssed part of the question as well.

M5. HARDY: | was saying that |
obj ect because M. Rankin is testifying and -- about
what docunents -- other docunents purportedly show.

And | think it assunmes facts not in evidence. And
It's an inproper question to the wtness. H's own
experts can testify about the papers if they want to

do t hat.
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HEARI NG OFFI CER HARWOOD: M. Ranki n,
just rephrase the question, would you?

MR. RANKI N:  Sure.

HEARI NG OFFI CER HARWOOD: | nean,
this is an exhibit that was brought up in direct
exam nation, so --

M5. HARDY: And he's asking about
ot her documents other than this exhibit.

MR. RANKIN. Yeah, I'"masking if he's
aware of the well-docunented papers that address
edge water drive denonstrating that there is a --
goi ng back into the '30s and '20s, that there is
wel | -docunent ed edge water drive of Goat Seep
encroachi ng upon primary production in this area.

HEARI NG OFFI CER HARWOOD: Are those
in evidence in this case yet?

MR. RANKIN: They will be. If
they're not, | believe they will be. | think -- |
have to think about whether any of Enpire's
Wit nesses referred -- or used those as evi dence.

" mnot 100 percent sure if they have, but they wll
be. It's all part of Goodnight's direct testinony
that was filed previously.

HEARI NG OFFI CER HARWOOD:  Well, it's

a yes-or-no question. | think you can ask that.
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Q (By M. Rankin) | nean, are you aware,
again, M. West, of the well-docunented historical
papers that address the early effect of Goat Seep
edge water drive in this area during primary
producti on?

A. Can you tell ne what papers you're
referring to?

Q It's -- | don't have it off the top of ny
head. |'masking if you' re aware of it. | guess
it's a yes-or-no question, either you're aware of it
or you're not.

A | don't think I'maware of it.

Q. Okay. On this reference here, you cite to

this 1996 Chevron paper, correct?

A That is correct.

Q. Is this the paper that you're referring
to, M. West?

A Yes.

Q Okay. And this is the paper that you're

sayi ng supports your position that there is
docunment ati on of San Andres water making its way
into the well bores in the G ayburg?

A. Yes, and form ng barium scal e.

Q Ckay. And is it your opinion that this

paper confirnms that that was, in fact, happening?
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A. Yes.
Q And when | review this paper, M. West, |

will have to go in and highlight the part that

Sorry, one nonent. | have to find the
| anguage that you were highlighting.

There it is. The bottomof this third
page of the docunent, it states that, "During the
time of primary production prior to unitization and
initiating the waterflood in the Eunice Monunent
field, barium sulfate scale deposition was
experienced in a nunber of producing wells.

Al t hough the drilling was confined to the Penrose
and Grayburg formati ons, apparently sonme San Andres
water was finding its way into the well bores --
wel | bore of these wells and resulted in barium-- in
a barium sul fate scale, barite, deposition problem™

Did | read that correctly?

A Yes.

Q And the word that they use here is
"apparently."” Do you agree?

A. Where was it again? Yes, | see that.
"Apparently."

Q Ckay. So "apparently," it doesn't sound

|1 ke a confirmation to ne. Does it sound |like a

confirmation to you?
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A "Apparently." It's pretty -- sounds like
a confirmation.

Q Okay. So your opinion "apparently" is a
strong enough determ nation that it's a
confirmati on?

A. In this context, yes.

Q Okay. And then they go on to say, "A
possi bl e expl anation is shown in the sketch in
Figure 4," correct?

A. The docunent speaks for itself.

Q. Okay. And it goes to say that,
"Producti on experience strongly suggests that m xing
of the water occurs in the producing well bores
rather than in the formation." Did | read that

correctly?

A. That's what the docunent says.

Q Yeah. And you excluded that portion of
the -- of the paper fromyour exhibit, correct?

A. It's not about whether it's mxing in the
reservoir or well -- if the wellbore didn't

penetrate down far enough to the San Andres, then
howis it mxing into the well bore?

Q Well, ny understanding, M. Wst, is that
this paper postulates a solution for that quandary,

and it shows in Figure 4, that the authors of this
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paper believe that the water is being -- is
remai ni ng confined within the wellbores. |Is that --

I's that your understanding of this Figure 4?
A Ei t her way, whichever way it cones into
there, it's comng fromthe San Andres and m xi ng

with the G ayburg.

Q In this Figure 4, they put question marks
around the word "bottom water."” Do you see that?

A. Yes.

Q. That indicates to nme that it's an

uncertainty, but you're telling me that you believe
that this Figure 4 confirnms that there's bottom
water fromthe San Andres making its way into the
wel | bores of the San Andres -- of the G ayburg?

A. | said above it is making it into the
wel | bores. Statenent above said it was making it
into the well bores, correct.

Q | ' m aski ng what your opinion is or what
your understanding of the -- of the -- of the
docunent is?

A. It says the, "Sketch of how [the]

San Andres water resulted in the formati on of barium
scal e before the waterflood was initiated."

Q And so this Figure 4, right, based on the

docunent, says that it's -- "A possible
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expl anation," right, "is shown in the sketch"?
A. You know, it says: A possible explanation

in the sketch that the pure well bore or fromthe
fractures in the formation, but San Andres water was
getting into G ayburg.

Q Where does it say that there are fractures
in the formation?

A. Oh, that would be another possible

expl anati on.

Q Does this paper identify anything about
fractures in any formations?

A. This doesn't say it.

Q. Okay. And does it talk about the fact

that there's San Andres water m xing in the Gayburg
formation?

A. | would say it's mxing in the well bores
or it cones fromthe formation of the well, no
matter what you're communicating the two systens in
form ng barium scal e.

Q Okay. M. West, in fact, this paper
confirms that it's not mxing in the formation,
doesn't it?

A. Well, we result in scales formng is in
the well bore. So when you get the pressure and

tenperature drop, that's where the scale is going to
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form
Q So your opinionis limted to the --
maki ng the point that there is scale formng in the

wel | bores, right?

A. That is correct. It has scale that has
formed in the wellbores. |It's fornmed other places,
but

Q But this paper doesn't establish that

there's conmuni cation through fractures between the
Grayburg and San Andres, agree?

A. It says that there's communi cati on between
the San Andres and the G ayburg.

Q. Where does it say that there's

comuni cati on between the San Andres and the

Grayburg?

A. The San Andres water is finding its way
into the well bores. Isn't that conmunication?

Q It says, "Apparently, some San Andres was

finding its way into the wellbore,"” correct?

A. Correct.
Q. Was it confirned?
A. Apparently, it seenms to be confirmed. The

confirmati on would be the formati on of the barium
sul f at e.

Q Ckay.
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MR. RANKI N: M. Hearing Oficer, I'm
just going to cite for the record that this is --
|'ve been referring to here Goodni ght Exhi bit
Number B-5 for purposes of the record.

HEARI NG OFFI CER HARWOOD: That's this
report that we've just been tal king about?

MR. RANKIN:. That's correct.

HEARI NG OFFI CER HARWOOD: Al |l right.

Q (By M. Rankin) Now, this next exhibit,
M. West, | understand that your direct testinony
was that this pressure reading was at m nus 250.
And then your rebuttal testinony was that it was at
pl us 250. But now your testinony is that it's
actually at mnus -- you agree that it's at m nus
250 subsea, correct?
A. | agree with that. | don't see the

exhi bit.

MS. SHEEHAN. M. --

MR. RANKIN:. ©Ch, |I'msorry.

A. Just to make sure we're on the sane pl ace.
Q Yeah. Sorry about that, | apol ogi ze.
A. Yes, on this, | do agree that it shoul d be

a negative 250.

Q Ckay. Now, M. Buchwalter, when he did
hi s nodeling, he used -- he revised his nodel to use
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your plus 250 val ue, correct?

A. You' d have to show ne that.

Q | guess the record speaks for itself. But
do you recall whether or not M. Buchwalter relied
on your pressure basis at plus 250 in the formation?

A. That, | do not know.

Q Okay. Let's see. Cone back to this,
believe. Let's see. One thing | wanted to ask. |
think I understood you to say when | was | ooking at
this -- when you were tal king about this slide at
Exhibit N-8, it's the slide 12 of your presentation,
| thought | heard you to say that the original
formati on pressure was at .386 pressure gradient?

A. If I recall correctly, that's what that
cal cul ates out to be whenever do you the negative
250.

Q Okay. Which nunmbers am | using to nake
t hat pressure gradi ent cal cul ation?

A. So we would have to correct this. So if
we did a -- | didit earlier today, but probably
easiest to pull it up on the other slide.

But, you know, you're going to take the
pressure and the depth and just, you know, divide
and get it. But I'"'mjust trying to do the

conversions in ny head and --
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Q Do you want nme to go to another slide?
A If you had the original one that had the

negative 250 on it, the cal culations would be right,

and it would be easily to do it fromthere.

Q | can easily do that for you.

A. That woul d be very hel pful.

Q | think it was -- do you renenber what it
was? | -47?

Okay. Thank you. All right. M. West
here we go, |-4.
A. Let me make sure we're at a negative 250
at 1450. So, yeah, you can just take, you know --
the gradient, you can just take the pressure of 1527

and divide by 4,006. That will give you the

gr adi ent .

Q. Okay. And that's where you get that .386
from is that right?

A That's correct.

Q Okay. And that would be the pressure
gradient at 4,006 feet?

A. That's the colum of that, you know
pressure, gradient. Now if it was originally taken

there at that negative 250 subsea, you know, which
was at 1450 on here, it's about negative 258 and

then just use the gradient up and down.

Page 243

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



© 00 N o O b~ W DN PP

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

William West - April 9, 2025

Cr oss- Exam nation by M. Rankin 244

Q | just want to nmake sure | understood
where that value came fromand where it -- where it
was -- where it came from Okay? And you're
telling me it canme fromthis original 1-3 exhibit,
correct?

A. That is correct.

Q. Based on the next one down?

A. Yeah.

Q Okay. This is -- this has the sane data

points as |1-3, correct?
A. Yeah, that's just a little bit different.
Q Okay. Do you know, M. West, whether this
depth at 4,006 feet is above Goodni ght M dstreani s

pernmeability barrier that it's identified inits

exhi bits?

A I would need to see where this is on the
map, and you' d have to show ne a well | og.

Q Very well. Sitting here today, you don't

know whet her that's above or bel ow Goodni ght's
pernmeability barrier that it's picked and relies on
inits exhibits and testinony?

A. | really don't know where Goodni ght's
perneability barrier is.

Q After all this time. And you're using

this as a basis to show that there's
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conmuni cation -- pressure conmuni cati on between what
you're calling the San Andres and the G ayburg, but
you haven't determ ned -- or ascertained for
yourself and you can't tell the Comm ssion whether
or not it's actually within the disposal zone that
Goodni ght is disposing into, correct?

A. Show nme the well and you're disposal, and
then we can --

Q " masking you. [It's your analysis. Have
you determ ned whether or not this is in Goodnight's
di sposal zone?

A. | don't really recognize Goodni ght's tops
as being accurate and correct, so | don't know that
off the top of ny head.

Q. So | don't know that the tops matter. |'m
aski ng whether or not -- you identified whether or
not this pressure that you've taken is actually
wi t hi n Goodni ght's di sposal zone?

A. This would be -- this is in the --

San Andres is where it's depicted on here. And, you
know, Goodni ght's disposing in the San Andres.

Q So I'mgoing to ask you, M. West, because
there's so much back and forth about formations and
tops, and I'd rather talk about it in ternms of

dept hs or zones or correlative intervals. Can you
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tell me whether or not this depth that you've
i dentified as being in communication with the
Grayburg is within -- is correlated to or within the
di sposal interval that -- in which Goodnight is
i njecting its produced water?

A. It's indicating a pressure in the
San Andres.

Q Okay. So you -- | nean, the answer is no,
you can't tell nme whether or not it's actually
wi t hi n Goodni ght's di sposal zone, correct?

A. They' re disposing in the San Andres.

Q And you can't tell me whether it's above
or below their perneability barrier that they've
pi cked and identified in their exhibits?

A. You' d have to show ne that.

Q. It's your analysis, M. West. |'m asking
you whet her you can tell me whether it's in or out?

A. It's in the San Andres.

Q Okay. I'll take that as a no. |s that

fair? You can't tell nme that it's within their

di sposal zone? |I'mjust trying on get an answer,
yes or no.
A. You're disposing in the San Andres, is

what you're depicting. So the Goodnight, it's in
t he San Andres.
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Q Okay. Al right.
MR. RANKI N: M. Hearing Oficer, I'm

just trying to get an answer. |I'mtrying to figure

out whether, in his analysis, M. Wst has made the

determ nation that this pressure that he's read that
he's presenting to the Comm ssion is being
determ native of there being comunication

between -- all this says is that there -- he thinks

that there's conmmuni cati on between the San Andres

and the -- and the G ayburg.

And what |'m asking himis whether he can

det erm ne whet her or not that pressure |ocation that

he's identified is actually wthin Goodnight's

di sposal zone.

HEARI NG OFFI CER HARWOOD: But what |

get fromthe answer t he back and forth is

goi ng --

that he needs nore information to answer your

guestion, and you're not providing himthat

I nformati on.
So you're getting the best answer | think
he can give wi thout know ng where your top is versus

where Enpire thinks the top is.

MR. RANKIN:. Okay. Well, | guess --
| guess let ne rephrase the question, then.
Q (By M. Rankin) M. West, have you
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determ ned -- have you, as part of your eval uation
to determ ne whether or not there's a pressure
communi cati on between where -- let nme ask you this:
s -- as part of your analysis, did you eval uate
whet her or not Goodni ght's disposal zone is in
comruni cation with the G ayburg?

A. The San Andres is in comunication with
the Grayburg.

Q That's not an answer to my question,

M. West. That's a different question now.

As part of your analysis, did you eval uate
whet her the Goodni ght's di sposal zone is in pressure
communi cation with the G ayburg?

A. Can you define for ne what Goodnight's
di sposal zone is?

Q. Okay. Well, I'Il tell you what. Let's
get to that tonorrow because it's 4:50, and | wll
do that. OCkay? Rather than try to do it on the
fly.

MR. RANKIN. And | guess at that --
with that, M. Hearing Oficer, | guess | could, you
know, draw this out for a few nbre m nutes, but I
guess |I'd rather just start fresh tonorrow and
resunme with nmy cross-exam nation of M. West, if

It's acceptable with the Conmm ssion and Comm ssi on
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chair and other parties.

CHAI R ROZATGS: M. Hearing Oficer,
| think it is a good point for us to stop. |If
M . Rankin has a point where he can stop, then |
think it's good for today, and we can conti nue
tomorrow if you're okay with that, M. Hearing
O ficer.

HEARI NG OFFI CER HARWOOD: Oh, that's

fine with ne. |It's been a long day --

CHAI R ROZATOS: It has.

HEARI NG OFFI CER HARWOOD: -- and
everybody -- everybody's brains are tired with all

this technical information.
So just a rem nder, though, we pick up
t onmorrow norning at 10: 30.
Is that -- that's correct, M. Razatos?
CHAI R ROZATOS: Yes, that is correct.
| was just going to rem nd everybody, but thank you.
HEARI NG OFFI CER HARWOOD: Al l right,
fol ks. Thank you all, and we'll see you bright and
not so early tonorrow norning.

(The proceedings recess at 4:51 p.m)
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AFFI RMATI ON OF COVPLETI ON OF TRANSCRI PT

|, Kendra D. Tellez, DO HEREBY CERTI FY that on
the 7th day of April, 2025, a hearing of the New
Mexico Ol Conservation Conm ssion was taken before
me via video conference.

| FURTHER AFFIRM that | did report in
st enogr aphi ¢ shorthand the proceedings as set forth
herein, and the foregoing is a true and correct
transcript of the proceedings to the best of ny
ability.

| FURTHER affirmthat | am neither enployed by
nor related to any of the parties or attorneys in
this case, and that | have no interest in the final

di sposition of this case in any court.

Kﬂml,k "‘ﬁ&ﬂ%{'

KENDRA D. TELLEZ

Veritext Legal Sol utions
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