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CHAI RMAN RAZATOS: Okay. It's 9:00.
Can you hear ne in Pecos Hall?

UNI DENTI FI ED SPEAKER: Yes, we hear
you.

CHAI RMVAN RAZATOS: Thank you. Happy
Friday to everybody, and good norni ng.

My nane is Gerasinobs Razatos. |'mthe
acting director for the G| Conservation Division.
|"malso the acting chair for the G| Conservation
Commi ssi on.

Today is April the 11lth, 2025. W are
continuing with our evidentiary hearing that we have
had all week. | wll read off the cases, as | have
every day this week. These are the consoli dated
cases by Goodni ght M dstream and Enpire New Mexi co
and the case nunbers are as follows: 24123, 23614
t hrough 17, 23775, 24018 through 24020, and 24025.

M. Hearing Oficer, we transfer the
hearing over to you. Thank you. Just as a
rem nder, M. Hearing Oficer, today we do need to
end by 3:45.

HEARI NG OFFI CER HARWOOD:  Okay.
Thank you, Chairman Razatos. That was going to be
my first question, and only question.

Al right. W're on the record, correct?

Page 5

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 11, 2025

Exam nati on by Conm ssi oner Anponah 6
THE REPORTER: Yes.
HEARI NG OFFI CER HARWOOD: Great.
M. West, I'll rem nd you that you're
under oath, and | believe we left off with
guestions. |I'msure that Dr. Anpomah has been up
all night -- no.
Al'l right, so questions from Dr. Anpomah.
EXAM NATI ON OF W LLI AM WEST
BY COWM SSI ONER AMPOVAH:

Q Good nmorning, M. Wlliam M nanme --
West .

A. Good nor ni ng.

Q. Okay. So I'malso WIliam professor, New

Mexi co Tech. Thank you for your testinony.

So | just want to start by asking that:
You did not provide nore -- any new testinony, but
it's nore consulting all the consultants, findings,
and then the position of Enpire in your testinony?

A. Coul d you repeat the question? | couldn't
understand it fully, the begi nning.

Q Okay. So | just want to know that -- or
just want to confirmthat in your testinony, it's
just a consolidation of all the consultants'
findings that you are nore or |less putting it all

together to summari ze Enpire's case?

Page 6

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 11, 2025

Exam nati on by Conm ssi oner Anponah
A. Yes, sir.
Q So |l will go through your direct
testinony, the self-affirmed statenent. |'Il go
t hrough that, and then I'Il cone to the slides. So
| will try not to repeat as nuch as | can.

Okay. So |I'm on page 2 of your direct
testinony. And sonme of themlI'Ill try to read -- or
we can bring it up. That would be nuch, nuch
easi er.

On item nunber 3, way down you descri be
that the Grayburg -- the "Grayburg oil [and] gas and
wat er production caused an influx of San Andres
water [to] natural fractures as Grayburg reservoir
pressure dropped, with a correspondi ng
18.5 percent."

So that would be on the next page. So |I'm
on page 3 right now.

COW SSI ONER AMPOMAH:  Yeah, if you
can go down.

Yeah, right there. Thank you.

Q So "corresponding 18 percent drop in the
San Andres reservoir pressure prior to water
Injection in 1986. No withdrawals fromthe San
Andres in the i medi ate" --

So that portion, is it your testinony to
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William West - April 11, 2025

Exam nati on by Conm ssi oner Anponah 8
the Comm ssion that there were never any water
supply wells prior to the 1986 -- pressure
measurenment prior to the water injection?

A. That is correct, within the bounds of the
EMSU -- the EMSU unit. | can't speak for -- | can
speak for within the boundary of the EMSU unit, but
| can't -- | don't know if there was sonething off
structure sonewhere el se a ways away.

Q So you're just tal king about the boundary
of the EMSU, but you don't have any evi dence that

there were no water w thdrawal wells outside your

boundary?
A That is correct, sir.
Q Now, so you can | ook at that statenent and

task that statenent nore or less fromthe three. MW
guestion to you is that -- XTO, let's say Chevron
operated this well for a very long tinme. Wiy is it
t hat now these discussions were found -- you know,
clearly found in sone of these reports, especially

when the gas natural fractures contributed to the

i nflux?

A. ' msorry, what was the question part of
it? |

Q So nmy question is that XTO or Chevron

operated this well for a very long tine.
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William West - April 11, 2025

Exam nati on by Conm ssi oner Anponah 9
A. Correct.
Q And t hroughout the testinonies that we've

| istened to, you know, in the week two now, there
were a |l ot of enphasis that Chevron really did do a
t horough job. You know, that is fromyour experts.

So |'m asking you: Wiy was the influx of
water into the San Andres -- into the Grayburg as a
result of natural fractures not clearly stated in
any of the reports that have been reviewed by the
Conmi ssi on?

A. | think there's a |lot of those reports of
where -- you know, there's historical, you know,
pl umes and different things that go up into it.
M. Lindsay's, Ph.D., describes it in there where
there's fractures and conmmuni cation in between
there. So | think it's |ike page 1,001 through
1, 004.

And then al so when you get down the
formati on of the AGU and those docunments that's been
into evidence, it shows -- you know, it describes
al so the sanme plunme things, the fractures, and the
communi cati ons between the San Andres and the
Grayburg. And then also the -- you know, the '96
NACE report, which is the corrosion report that has

a lot of stuff in there from Chevron where they
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William West - April 11, 2025

Exam nati on by Conm ssi oner Anponah

descri be the barium sul fate probl em of communi cati ng
up through, that -- you know, those are all well
docunent ed things that Chevron, you know, really
docunented of the tinme Dr. Lindsay was there at the
formati on of those fields, was the geol ogi st on
staff. And so he's, you know, reviewed those cores
and, you know -- you know, had lots of fracture
studi es on them

Q You know, | do know your position, you
know. |If you listen to Dr. Lindsay's testinony, you
know, we went through the Love paper. And as you
say, Chevron recomended an influx to the well bore,
you know, an influx to the well bore. And they
descri bed how that process nore or |ess went about,
and that is one way -- you know, |'m not saying that
the fractures m ght not contribute, but through
ot her testinmony -- yeah, |I'mjust |ooking for the
cat chword, you know, the catch evidence, you know,
to prove that.

Now, | et me ask you: Do you believe that
only one well, which is the well EMSU 679, show ng
sone evidence of fractures and then there was
another well all the way to the other side that also
had core -- |I'msure you know the one |I'mtalking

about ?
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William West - April 11, 2025

Exam nation by Conm ssioner Anpomah 11
A Are you tal king about the --
Q Bel | or sonet hing.
A. The one far left that goes deep down into

the San Andres?

Q Yes. So that well did not have a |ot of
fractures conpared to that of the EMSU 6797

A. | can't say | renenmber -- | renenber
fractures in both. And since then also,

Dr. Lindsay's |looked at the R R Bell, which is the
ot her one that goes across there. And he originally
didn't do a fracture study on it because it wasn't
an oriented core to have the nore in-depth fracture
study, but he's reviewed that core and the phot os.
And you can see, you know, vertical fractures

t hrough that, you know, transition zone of going
fromthe Grayburg down into the San Andres.

Q Are you saying that the R R Bell also did
have extensive fractures that was presented to the
Comm ssion by Dr. Lindsay?

A. It was not. He had not did (sic) it to
present to the Conm ssion, but since then he has
reviewed it. And |I've seen the photos, and |'ve
seen his interpretation of the fractures. And
there's fractures through there al so.

Q Yeah, but that was not presented to the
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William West - April 11, 2025

Exam nation by Conm ssioner Anpomah 12

Conmm ssi on?

A That's true.

Q What was presented to the Comm ssion that
we all saw was the EMSU 679, you have fractures in
t here.

Now, my question to you is: Based on your

extensi ve experience, do you normally just use one

data point to nake a decision?

A. You can never use one data point to nmake a
deci si on.
Q. So that nakes it also difficult for ne to

really think about, let's say, one well having
fractures in there. And even if you | ook at the
R R Bell well, there wasn't nmuch evidence shown to
the Commi ssion that it was extensive fractures in
there. So the connectivity, you know, is not really
clear, right?

The connectivity is not really clear, so
that is why, you know, the Comm ssion was asking
about the additional transformation work that
Chevron plans to -- that Enpire plans to do to
really prove, let's say, sone of these issues that
has been raised to the Comm ssion.

Ckay. How much enphasis do you put on

Dr. Buchwalter's nodeling and his testinony?
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William West - April 11, 2025

Exam nati on by Conm ssi oner Anponah
A. It's a data point, right? So we're --
"1l refresh you on your previous question there a
little bit.

So we're |looking at all the data points.
One thing we can | ook at the cores and say: Okay,
we see sone fractures there, right? So that's one
potential thing. W look at the historical water
production and go, like, these -- this extra water
does not make sense, right? Wy you would have this
extra water up structure, unless it's comng from
sonewhere else, right? It just is not flow ng past
all of these other wells and they're not producing
all of this water and then all of a sudden that one
structure you' re producing water.

So you have these unexpl ai ned plunmes that
are, you know, historically pretty well docunented,
luckily. | nmean, a lot of tinmes you don't have this
past history in a field as what we do here.

So we've got those. And then we've got
the -- you know, al so another proof is that whenever
you're form ng the barium scale, that you have to
have the sulfate. You had the bariumin the initial
Grayburg water, and then you had the sulfate that
could only come fromthe San Andres water.

If it was comng fromthe Goat Seep, it
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William West - April 11, 2025

Exam nation by Conm ssioner Anpomah 14
doesn't have that sulfate. So you wouldn't formthe
barium And, you know, that's docunented a few
pl aces. And, you know, back to that Love paper of
It comng up fromthe bottom just renmenber the
wel | bore construction, you know, kind of indicates
it's comng fromthe very, very bottom But you've
got 150 to 200-foot of shoe track of pure cenent in
the bottom of the well bore. And that's where all
of -- your cenent's circulating up around. So
that's the nost solid part of the well from
anyt hi ng.

So you had to conme through the perfs, and
so you have different perf zones now. You know,
whenever you're tal king production, a |ot of tines
you're saying it's in the well bore because that's
where it ends up. But it could have been coni ng
t hrough, you know, the | ower zone of the G ayburg,
and nost of these are conpleted in nore than one
zone in the Grayburg.

So when they're tal king about the m xing
in the well bore, well, it's com ng through the
reservoir and it's mxing there. And that's where
you pressure tenperature to be the right mxture to
really get that bariumsulfate to form

So -- nmake sure | don't get nyself |ost.
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William West - April 11, 2025

Exam nati on by Conm ssi oner Anponah
| have to conme back to your -- your second question
on it. So there's -- | guess, repeat the next one.

Q Yeah. So | was asking you a general
guestion before | start digging into it. So | was
asking you a general question that: How nuch
enphasis are you putting on the history matching
report, along with the water report that
Dr. Buchwalter presented to the Conm ssi on?

A. Yes. So you do extensive nodels, and
that's, you know, a very big part of your
background. | mean, when | was a young engi neer, |
did start out wishing that I would be a reservoir
nodel er and figured out that -- and doing eclipse
nodel s and of fshore reservoirs, or whatnot, to
reduce simul ations, decided that wasn't for ne.

But, you know -- so | think in nodel, you
try to predict, you know, what's going on in past
performance. | nean, nodels aren't great to
predicting future performance. You know, you're
trying to match historically.

So let's try to take it into context of
going |ike, okay, we put a nodel together, and then
we go: \Vhat do we got to play around with to nake
It work, right? You got to do sone adjustnents.

You take sone hard nunbers, and, you know, the --
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William West - April 11, 2025

Exam nati on by Conm ssi oner Anponah 16
you know, we talked a | ot about reservoir
characteristics down in the San Andres, but we
didn't really talk a huge anmobunt in the Gayburg.

But there are cores and stuff in the core sanples in
the Grayburg up there that you've got perns over
1,000. So you've got really, really high perns.

And |i ke the Love paper says that you have
really high perm streaks, and that's seen as sone of
the problenms with the waterfloods in zone 1 and 2.
And so, you know, he adjusted his nodel that way.
And then you had to try to do a nmass bal ance of
where the water's comng from

And he couldn't get it to match, as he
says. And he had to poke sone holes in through the
barrier between the San Andres and the G ayburg.

You know, so he adjusted, | think, like 99 cells out
of 35,000 to get these little breaks into the top,
and then he achi eved a match.

So you take the nodel in context, and you
go like: GCkay, can | explain that in the real
worl d? So that's when you start going back and
going |ike: Hey, Ceology, you know, do we have any
cores going across there?

And they go: Okay, yeah.

Do you -- can you relook at this core
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William West - April 11, 2025

Exam nati on by Conm ssi oner Anponah
again and see if possibly there's fractures there?

And they go: Yeah, we see vertica
fractures that can happen through that barrier.

And then you | ook back at other historical
performance and go like: |Is there spots in it that
historically, you know, nade nore water in areas and
see if it gives you insight to what may be going on
in the reservoir.

So | take Dr. Buchwalter's in that
context, and | do respect himas a nodeler. | nean,
he built the software, and things. He's by far past
nmy abilities as a nodeler, so -- and while you coul d
al ways nmake a nodel better and, you know, there is
time constraints to build the, you know, the nodel,
that he could have put perfs in, he could have did
the, you know, different pieces of it, but he was on
atight time strain. And as you can probably
appreciate, a nodel of that size takes a long tine
to put together and build.

So | think it gives a good context of
clues into what may be going on into the reservoir.

Q Thank you for the explanation. And then
also clarifying that he nore or |ess adjusted for
the 99 cells out of the total cells?

A. Yeah, i ke 99 of them out of |ike 34, 000.
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William West - April 11, 2025

Exam nati on by Conm ssi oner Anponah 18
Q 34, 0007
A. On that -- and what we're talking there is

on that horizontal perneability, right? Between
the -- you know, between the |layers of the Grayburg
and the San Andres.

Q Wll, so | did not hear in his testinony,
a part that was -- | thought that he nore or |ess
applied the sane vertical pernmeability. You know,
"1l give you when you say that the Grayburg do have
hi gher perneabilities so probably 5 mllidarcy that
he used in that range nore or |ess nmakes sense.

Now, the problemthat | had was putting a

Kv of 100 mllidarcy before he was able to get the

novenent of the water fromthe San Andres to the

Gr aybur g.

A. That's only in a few cells.

Q Yeah, it was not -- during his testinony,
| don't think he made nmention of -- | just tried to

create a perneability streak. He just said, you
know, "l use Kv over 100 straight up." You know, |
don't think it was clear in his testinony that it
was just on a few cells, honestly.

A. | do agree with you, that he wasn't very
clear in his testinony that that's what he did. But

we could pull up, you know, the -- you know, the
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William West - April 11, 2025

Exam nati on by Conm ssi oner Anponah 19
nodel s in the evidence, and those | ayers are there.
And you can see if -- you know, they pulled up that
one summary table that shows the higher perm the
vertical things, and then it had your -- you know,
your vertical perneabilities. And he pretty nuch
had 1 mllidarcy through all the Grayburg ones. And
then for the layer in between the G ayburg and
San Andres, he had "varies."

And the reason being, nost of those are O
except for where he had those, you know, high perm

streaks to get the water to match.

Q During the cross by M. Rankin -- you
know, when | saw the nodeling, | was |like, "Ww,
this is going to be awesone,"” until | saw it cross

goi ng back and forth.

So it was on the screen, the paraneters --
especially the perneabilities that way -- utilizing
that nodel for the San Andres specifically to prove
that there was a novenent. So there is evidence
there that the Conmm ssion can | ook at and then al so
take into consideration what you are telling us
today. We do not have the nodels. AlIl that we have
Is the testinony that was nore or |ess provided to
t he Comm ssi on.

A. Yes, | understand.
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William West - April 11, 2025

Exam nati on by Conm ssi oner Anponah 20
Q Now, so on the sane -- on your page 3, you
tal ked about -- page 3 of your direct, and you

hi ghl i ghted that nore or less in red. So, "EMSU 660
punmped 3 barrels oil and 1057 barrels water on
January 10, 2006 fromthe San Andres interval."

Now, my question to you is that: This
means that the ROZ can coexist with water injection?
A. | think this is probably indicating up

where you're in that transition zone and you have
those barrels to be able to flow, right? And so
that's -- you know, quickly flushed out froma
transition zone, if you add barrels -- you know,

wat er com ng through there in through a ROZ. |

don't think -- you're asking if it can coexist as an
i njection zone or as a disposal zone?

Q. Yeah. So you do have a well drilled 2006
into the San Andres. And then from your testinony,
you're saying that it produced sone anpunt of oil.

If we can bring that up so can you see the
entire statenment, page 3 of the direct testinony of
M. WIIliam West.

A. Yeah, correct. Those are those ones that
are very top of the structure. And they would have
to --

COW SSI ONER AMPOVAH:  Can you go

Page 20

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 11, 2025

Exam nati on by Conm ssi oner Anponah
down? Yeah, right there, the highlighted red,
um hmm

A And if you -- in ny PowerPoint slides that
had the cross section and those are those two very
top wells, | don't know if you renmenber that?

Q Um hnm

A. To where those are the peak. So you
anticipate that being the residual part of the
transition zone that would be left as being in the
top of the structure where you have closure, right?
So you'd have the ROZ com ng down, and things, and
you -- you're able to have a little bit higher
saturations, and they tested oil fromthere.

So it's telling you where they both go
over fromthe ROZ to that transition just a little
bit. That one. Now, they weren't great wells, but
it did, you know -- you know, confirmthat you do
have hydrocarbons there that are able to flow.

Q Yeah. So what | was trying to understand
here is that, let's say this well was conpleted in
t he San Andres. I rrespective of the location, it
was conpleted in the San Andres?

A. Yes, sSir.

Q And tested about three barrels of oil?

A. Yes, sSir.
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Q And even at that time, there has been sone
ampunt of water injection into the San Andres. |Is
that a fair statenment?

A. Some. | nean, if we went back on that
cunul ative -- as of 2006, and especially the
cunul ative part of it, as you are pretty -- the
San Andres is pretty drawn down.

Q Drawn down?

A. So | think it would be -- that injection
you'd be filling up, and you woul dn't necessarily be
pushing anything in the area of where this --
because this is high on structure right at the peak.

Q. Okay.

A. And so | wouldn't anticipate you'll flush
that off at that point in time. Now, | would be
worried about it nowa little bit nore, you know |
mean, the high structure right nowis still kind
of -- 1'd say a little bit safer because there
really hasn't been as nuch di sposal up there as you
get off to the flank. | nmean, that's where all the
permts kind of surround this area.

Q So et nme put that question in another
cont ext . Can CO2 EOR to produce the ROZ, coexi st
wth water injection, comercial water injection in

t he San Andres?
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A. No.
Q Can you explain that?
A. So if you're -- you got commrerci al

I njection going into the San Andres, you're raising
the reservoir pressure of it by, you know, fl ooding
it out. And then -- | don't know where you would
put the -- | nmean, commercial injection in the

San Andres coul d happen, you know, if you went a
couple mles down-dip, right, and you got off
structure | ong enough.

So that would be a choice if you could
get, you know, two mles away fromthe structure and
then it's down-dip, then it could coexist there.

But you could not develop the ROZ at the sanme tine
as it's going into the structure of where you're
goi ng to devel op the ROZ.

Q So you're saying that at least it has to
be two mles away fromthe structure to even

consi der a coexistence of it?

A Yes.
Q Okay.
A. You need sone distance, right? So then

you have that area that you could punp those vol unes
i n, and things, and you're not -- you're far enough

out that the pressure is going to be a m ni nal
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| mpact or maybe you're just, you know, pushing a

little bit of, you know, bottom water |eg wat

Q And was any anal ysis done to conme up with

the two mles? Because M. Wheeler also tal ked

about it.

A. Yes. And the two mles, you know,
the -- you know, we've tal ked two, we tal ked,
know, five in all of this, but, you know, at
m ni rum of , you know, two mles | think is a
reasonabl e di stance that you could get away.
mean, it's a -- it's a large reservoir.

Q Okay. You know, so |'m going back

swi tching back to exhibits, and | don't know

have it in front of you. But on I-6, you nmade a

comment that caught ny eye. 1-6 you nmade a comment

t hat caught ny eye.

COWM SSI ONER AMPOVAH:  Yeah, ri ght

t here.

Q You' re saying, "NMOCD recogni zed G ayburg

& San Andres as one oil producing zone."
Can you commrent on that?
A. It's recognized as a -- you know, i
part of the unit, right? So, | nean, it's --
part of the comment do you --

Q Yeah, so is there any evidence that
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I's saying the San Andres is oil bearing zone, oil
bearing reservoir?

A. The -- | think definitely around the area
to the north. To the south, it's definitely an oil
bearing zone, right? And it's an oil bearing zone
in here, and it was part of -- and NMOCD i s
recognizing it as this is part of the unit that --
to produce the oil out of here. And it -- | think
there's sonme comments in the unit agreenent, you
know, to be able to provide for all those recoveries
of the hydrocarbons.

Q So when you neke that statenment, you're
referring to, let's say, analogous fields, it's not
necessarily the EMSU, but other areas where the
San Andres is producing oil?

A. Yes. | nean, recognizing it as the unit,
but then also that those are -- in the area,
definitely the San Andres, is recognized as an oil
produci ng zone. The unit just directly to the north
produces out of the San Andres, right? The one that
adj oins the EMSU-B, the North Monument field. And
t hen you got one that's directly to the, you know,
east that we've shown there that produces oil out of
it.

So it's a well recognized -- | nean, it's
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what -- | think in the Perm an Basin before the | ast
boom it was the nunmber two reservoir producer out
of the Permian Basin. So it's a prolific and well
recogni zed oil producing zone.

Q Okay. So then definitely there is an
exi stence of oil sanples -- or let's say sone oil
anal ysis that has been done in the Perm an Basin for
the San Andres oil that you are aware of ?

A Yes, |'msure there's |ots of ones -- and
one that we pulled in our |ot was fromthe Sem nole
field --

Q. Fromthe Sem nole field?

A. Ri ght .

-- to help to put together our estinates
for the -- you know, what CO2 would do here.
Because it was -- it's a great field, as M. Ml zer
tal ked about, and things, that -- you know, | think
t hat Chevron has put a lot of work into gathering,
you know, data of different cores and different
things. And it's a highly successful CO2 fl ood.

Q So let's talk about the pressures a little
bit. So if we can go to Exhibit I-4.

And, you know, | like this slide so nuch,
but let's talk about it. So you are using the

pressure profile to prove that there is a reduction
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in the original pressure in the San Andres, that
t here has been sone reduction of about 282-psi
reduction, neaning there has been sonme depletion
fromthat. Ckay.

So ny question to you is that: The first

one is -- what is the source of the pressure?
A. These are RFT pressures. So the source of
the pressure of -- kind of curved to the left com ng

down are RFT pressures in the 211. The source of
the pressure over to the right is where we took the
initial pressure from 1939 and extrapol ated down on
that .386, which is -- actually ended up being
confirmed with the piece that was -- that bottonhole
pressure from 1959, 1960, right, it lined up. So
that line over the right seenms to be a pretty decent
original pressure.

And then you took the RFTs -- you know,
which |'msure you're famliar with the RFT. |
don't know if everyone else in here is, but
basically you' re -- when you're drilling, you're,
you know, putting a cupping nmechani sm basically
against the reservoir. You're vacating that space,
and, you know, it's sealing up against the rock and
you' re taking that pressure in that individual space

because you got heavier fluid around you. And you
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record those pressures. And so these are the
pressure points that were taken in 1986.

Q So within the San Andres -- so this one
was taken in 1986 -- were there any other pressures
taken in the San Andres that you are aware of?

A. No, unfortunately not.

Q Now, you assuned hydrostatic pressure in
the San Andres 0.433 or 46, you know, you nade t hat
clear in there as the gradient to cal cul ate your
initial pressure that should have been in the San
Andr es.

A The .386 is what we used. And it's so --
you know, so this the corrected one where we had the
25- -- the positive 250 to the negative 250. This
is the one with the negative 250, which is accurate

and correct. And that's the .386 gradient. The

ot her one was like the .43 or 2, | can't renenber
exactly.

Q Okay. Now, why did you utilize the 0.386,
t hough?

A Because it was -- that's where the

pressure was taken at that point. And you would

assunme that, you know, the -- the reservoir up and

down, maybe it's -- was a slightly naturally

under - pressured reservoir, right? And so -- because
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that's what it would be, right? Because it's a
little bit under a water gradient. And so -- and so
not to, you know, swap it to a full -- I nmean, if we
swapped to a full water gradient fromthat negative
250 nmeasuring point and conme down, it would be nuch
hi gher, that we would be trying to -- say, in
San Andres. You could have made that point and made
it look like nmore, you know, depletion. But we, you
know, thought that was a conservative value to take
t he 386.

And then luckily, which is kind of a cool
and nice thing, is the, you know, pressure point
from 1959 that was taken at San Andres al nost |ines
up exactly with this estimte that was brought into
evi dence yesterday.

Q. So based on the back-and-forth cross,
you're saying that it was established that in 1955,
t he pressure gradient was very close to what you
used in your, let's say, initial calculation for the

San Andres?

A. Yes, sir. In 1959 that pressure --

Q ' 597

A. -- that point there, or whatnot, | nean,
It's nice that it lined up and there was no -- you

know, that's kind of before there was really a SWD
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i njection there. So it didn't, you know -- you
know, it's nice that the points |line up, actually.

Q Yeah. You know, when | saw this,
t hought -- probably then | think probably the
previous slide where | thought that you were
assumng that is a normally fracture -- normally --
a normal fracture regine. So |I thought -- | was
going to ask, okay: What about if it was
under-pressured? But it sounds |like you took a

conservative approach?

A Um hmm

Q Okay. | appreciate that. Ckay.
A Yes, sir.

Q Okay. Wow.

Now, is there any other mechanism you
know, aside withdrawal or, let's say, influx of the
water fromthe San Andres into the G ayburg that
coul d have caused the reduction in the pressure? 1Is
there any reservoir engi neer mechani smthat could

have caused that?

A. Well, to -- 1 think there is, right?
Anyt hing that would be -- that you have to have sone
renoval of fluids, right? So if we're -- you know,
in this point in 1986, there really -- and before

t hat, you know, especially inside of where the EMSU
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Is, there really hasn't been any withdrawal fromthe
San Andres. Because this is primary stuff that --
t he good stuff was always up in the G ayburg, right?
And that was, you know, where everyone was focusing
and staying in.
So there was no production. We don't know
of any known production down bel ow, no w thdrawal s
for water. But there was a renoval -- there was a
reduction in pressure fromthe San Andres. And so
it had to be produced, right, somewhere.
| don't -- | nean, we're clearly -- |
can't think of any other spot that it could be
com ng up from outside of production that happened
in the area. So your production in the area that
was the cl osest reservoir would be the G ayburg.
Q. Then |l et ne ask you: So how do you assess
t he boundary condition for the San Andres and the

EMSU?

A. Wi ch boundary are you tal ki ng about ?

Q The external boundary.

A The --

Q Is it -- is it closed? O is it open? 1Is

it sem closed?

A. | have to refer to ny geol ogi st on there
and the pieces of it. I'munsure. | don't know if
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you have enough -- you know, so if you -- you know,
whenever -- let's talk the Grayburg real quick, and
then we'll just have to tal k down through the

San Andres.

Q Okay.

A. But the Grayburg, you know, it's -- you
know, you've got a structure, right? It's alittle
bit to the top. And then to the east, you -- it
stratigraphically kind of pinches out. The
reservoir rock deteriorates, and that kind of sets
it.

And then you're not really bound back to
the west, right? You kind of -- we're up on the
Central Basin Platformhere, and so we're sitting
off that shelf. And then all of a sudden you go off
t he western bounds of the -- where the EMSU i s, you
really drop off into the Delaware Basin, right, is

what i s happeni ng.

Q. Um hmm
A. You drop |ike 2-, 3,000-foot, if I --
don't quote nme on that -- if | remenber right, but

you drop steeply, and then you get into the Del aware
Basin. And so you're really unbounded on the
sout hern side of -- you know, of the reservoir for

sure.
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Now, | don't know whenever you take that
San Andres exactly when you go to the east.
Q Um hnm
A. Because you don't really have enough

penetrations deep enough to say whet her you got the

sane strat, you know, pinch out happening. |It's

hard to say if you're in conmunication. | just

don't -- we just -- | just don't have enough dat a.
You could -- we could think through

different ideas and go like: If it happened in the
Grayburg, these are all, you know, at the sanme tine.
Maybe it's simlar. Maybe it's not.

But | can't tell you that | have evidence
one way or another to what that boundary condition
Is to the east.

Q. Okay. |I'mcurious to see what Larry Lake
wll talk about, whether, you know, there's any
ot her way to explain why pressure will reduce, you
know, to this magnitude. And if you will consider
it, because | thought you were using nornal
pressure. You even used under-pressure?

A. Yes, sir.

Q So I'"'m | ooking forward to see what
Goodni ght will say about that. Okay?

A. Um hmm
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Q You know, you showed the induction profile
t hr oughout the years. And then you also match that
to, let's say, when Goodnight -- if we allow

Goodni ght to continue injection?

A. Yes, that cunul ative plot. Yeah, there it
I S.

Q Yeah, right there. Right there.

A. Down one?

Q Yeah, right there. Now, | want to ask

you: |If you look at the -- at the others, right,
whi ch i s about 25,000 barrels of water per day
I njection going on there, you know, at the bottom

you see, let's say, 2023, 2025, the average, you can

see probably the -- let's say sonmewhere around
25, 0007

A. For which tinme period?

Q So I'm | ooking at the average right now,
the plot on the -- the figure on the screen. |I'm

| ooki ng at the blue .

A. So the blue is from everyone el se.

Q Exactly.

A. The orange woul d be the Goodni ght.

Q Yeah. So what if -- during the transition
period -- you know, assum ng the Conm ssion says

t hat, okay, Enpire, you can go ahead and do, you
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know, your current authorization work to really
prove that the ROZ is recoverable. Do you believe
that the Comm ssion can at |east, you know, grant
Goodnight's injection to about 25,000? And woul d
that significantly inpact your operations?

A | think definitely in the areas of where
it's, you know, happening, especially if it's
concentrated, it would. Now, you know, from-- you
know, as far as our stance, you know, from upper
managenent, or whatever, to proceed forth -- and
he's right to do that, M. Ml acek.

| nmean, he -- before | started with the
conpany, which is before |I knew about any of this
stuff, you know, in ny interviews with him he was
-- he tal ked about this project. | nean, he's
firmy believed into it. This is the big project
that the conmpany firmy believes in, and he wants to
proceed with it.

Now, you know, we'd have to tal k through
ternms and different pieces of it is (sic), but he
doesn't want any injection going in within a
two-m | e boundary of the EMSU to proceed because, |
mean, this guy goes big. | nean, he's, you know,
drilled the largest -- the nunber one and nunber two

Gui nness Book of world record gas finds, you know,
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in the world. And he -- you know, he doesn't know
any other way to go big.

And so whenever you go to do sonething out
here, he wants to lay the pipeline. He wants to,
you know, go and do the injection. He doesn't want
to do a huff and puff. He doesn't want to do
different things. He wants to produce the mnerals
out here.

And so we -- to do -- | nean, | wouldn't
want to risk, you know, the reservoir and the danmage
of a high injection rate into it.

Now, maybe we could tal k sonething of the
smal | ampunts of historical -- you know, that was --
you know, that predated everything. But | -- |I'm
just letting you know where his stance is right now,
is that -- | nmean, he wants that two-mle buffer
around there and everything to be shut down to be
able to proceed. And he's ready to.

Q. Yeah. So, you know, when Conmmi ssion
counsel was goi ng back and forth with M. Wheeler,
you know, he tal ked about: Should the Comm ssion
consider that -- the permt that was granted
Goodni ght was by the governnent, you know, in our
anal ysi s.

So what |'m asking you is: During the
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Pilot's project tinme, you know, to transition
Goodni ght out of the EMSU, at |east can they -- can
t he Comm ssion consider reduction -- extrene
reduction in injection volumes while they nore or
| ess nove two mles away, you know, because -- |
mean, there's also extensive investnent that is in
there. So ny question is: How much conpronise is
Enpire going to nmake here?

A So what | would ask there is, that if
we're having injection in there, is that creating
wast e and fl oodi ng out a resource, you know, and
protecting that? | nmean, that's -- and we were
going to -- you know, to develop it, and things.

But if there's injection going on every day, we're
wasting in floodi ng out hydrocarbon resource.

Q. So then why is Enpire's opposition for
Comm ssion to strike all injection wells in the

San Andres in the EMSU?

A It is. It is.

Q I ncl udi ng your well?

A. Yes, absol utely.

Q Is that part of the case here?

A. I nore than happily will give it back to
you.

Q Ckay.

Page 37

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 11, 2025

Exam nati on by Conm ssi oner Anponah

A. That's not a problem We're not even

injecting init, right?

Q Okay. So there's no other entity
I njecting into the EMSU, aside Goodni ght and
probably Enpire on a snmaller note?

A. | know that the parties that's al
mentioned here. | can't renmenber exactly wh
and Perm an's, you know, wells are, but they
right there on the boundary of it. There's
I nsi de, you know.

Q. So M. Wheel er touched on this a
bit. So has there been a discussion with th
parties to nove two mles away from let's s
EMSU t hat you are aware of ?

A. |'d have to say, | haven't been a
t he di scussions, or whatnot. | know that th
| awers tal ked, or whatnot. | know that the
conversations and di scussions to have those
di scussi ons. | wasn't a part of them so |
speak to them

Q So let's go to the next slide wher
showi ng the wi thdrawal over tine.

COWM SSI ONER AMPOVAH:  Yeah,
t here.

Q So can you tell the Conm ssion on
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section how nmuch pressure are we building up? |
mean, you can reference to Dr. Buchwalter's
testinony, and it should be okay.

A. You know, | think, you know, that that
point -- and | don't remenber his exact testinony,
but, you know, he showed in sone of that testinony
of that pressure going up once you hit that point.

And ironically, I mean, | did this totally
| ndependent, and | think this is an oversinplistic
reservoir nodel, but with that high injection rate
and that going up that quick, you're going up --
especially definitely the closer you are to the
wel | bores, are going to have a higher pressure. And
naturally that -- you know, that's going to have
a-- it's going to affect -- it's going to go out
radial in sonme nmeans to pressure, but it's hard to
speak to the exact increase of pressure.

| woul d have to probably defer to
M. Buchwalter's nodel as being, you know, the best
anticipation that we could of what the pressure
woul d be goi ng forward.

Q You know, |'ve always had sone issues or
concern about how much water that needs to be
w t hdrawn before even the ROZ production can becone

commercial. Looking at this profile, do you see
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that as a concern to you?

A. You know, so | think to make the project
proper, | think we need to flood out sonme of the top
zones, in zone 1 and zone 2. | think it's sonme of

the problenms with the waterfl oodi ng, and things, and
just build that barrier to kind of keep your CO2
down bel ow, and things.
| nmean, zone 3, zone 4 -- you know, 3, 4,

5 and 6 in the Grayburg is, you know, also the big
chunk that we need to recover with CO2. And you
ki nd of have that -- a little bit nore of a perm
barrier there anyway. So a good place to take that
wat er out when you withdraw it is to put it into
fill up those zones 1 and 2.

Q. Okay. So that is -- that brings up
anot her question. So you are saying that you are --
you're going to withdraw the water fromthe
San Andres and put it sone layers in the G ayburg?

A. Yes, sir.

Q. Wl that not al so cause waste to the
potential recoverable oil that would be in there?

A. | nmean, you're still going to, you know,
produce -- | nmean, so a |lot of, you know, zone 1 and
zone 2, you've got a lot out already. Nowit's hard

toreally get -- | nean, those were the sweet -- you
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know, | nmean, those had the nost perneability and,
you know, the biggest, |argest primry.

Now, they've created issues, and Love's
paper talks about it, and different things, because
of those super high perneability streaks, that it's
hard to get into the smaller pore throats and the
pl aces to get the waterflood. Now, you could CO2 it
al so, but it's got such large -- you know, high
perneabilities, and different things, it probably --
your recovery m ght not be as good in those zones.

And right now you're at 99-plus percent
wat er cut on everything. So you strip things out
pretty good. And so to -- you wouldn't waste it,
right? | mean, the water that's -- you know, at
| east traditionally that was in the San Andres was,
you know, used for the waterflood up above.

So | wouldn't anticipate any nore than
what's historically being done as long as it's the
original water. To put it back up in the waterfl ood
is not going to create waste. Wrst case at sone
point in tine later in the future you m ght reserve
It, is that you could take that water back out and
dewater it and maybe swtch your CO2 up and change
in different zones.

Q So does Enpire -- do you have wel
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tal ked-out plans for the execution of a CO2 project?
A We've had a | ot of discussions. Now,
we've had to divert a lot to work on this project.

| mean, we're, you know, a small conpany.

Now, | nmean, whenever this happened, |
mean, literally, | hired on |ike 11 enpl oyees
whenever | cane on May or June 1. Ckay? And before
t hat, you know, M. Mil acek, and things, talked
about this project, wanted to do this project.

And then, you know, | was just -- we were
trying to kick off a drilling project in North
Dakota, a bunch of different things. W make a trip
out to New Mexico to go see the asset, and we see
the big tanks, or whatever. And he's like, "Oh, ny
gosh. "

And so next thing you know, in the nonth
of August -- and we had all this paperwork due in
Septenber -- | hired like over 11 enployees. Okay?
Because we're like -- this is like -- the big plans
of the conpany is to develop. |It's too -- go hand
in hand with the State of New Mexico, put together
this big large CO2 flood, recover these resources.
Because he sees it as a -- one of the | argest ones
in the world. Let's partner up. Let's do this.

And that's -- you know, that's what his
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great plan is. And so that's why he's |like: You
know what, no matter what, we've got to speed this
up into -- you know, get this stopped whatever it
t akes.

Because, you know, he wants to do this.
This is a big project for the State of New Mexi co.
Q Thank you for that. So has the current

i njection in the San Andres in any way inpacted your

waterflood in the G ayburg?

A. It's a -- you know, it's a big waterfl ood.
It conmes back in. | nean, so kind of the way the
whol e water flows, it -- you end up in -- | nean,

you've got two big 10, 000-barrel tanks of water
where the produced water cones into and then it goes
i nto another set of two, and so you're -- depending
on a lot of well tests.

And so you can -- you know, |ike we showed
sone things. | do think there's the start of
i ndi cations of the water salinity going up. You
know, we -- you know, why you got to | ook over the
right time periods, and things. W have seen sone
| owering of, you know, production. And it's -- but
It's such a massive thing that by the tinme you
really see, you know, steep, sharp declines, it's

over. The damage has al ready been done.
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But | do think that the -- you know, the
changes of the water chem stry is a good indication,
especially when that's right in the i medi ate area.
| do believe that, you know, when you do see
I ndi cations of, you know, oil production falling off
fromthe whole entire unit, that it's having an
ef fect.

And, you know, it gets scary whenever you
have such a difference in water chem stry between
the two fluids that -- it's going to happen in the
reservoir way before it shows up to the well bore.

Q Yesterday during the cross, M. Rankin
showed you the oil production profile for the
Grayburg. Do you renenber that?

A. Yes, sir.

Q. And | don't know if we can bring that up,
because | want to conpare that to the table that you
provided to the Conmm ssion, you know, the amount of
oil and then the anmpunt of injection and then the
ampunt of water that has been injected. You know, |
want that slide to really talk about -- to use that
to -- for us to talk about the inpact of the
I njection on the waterfl ood.

So | don't knowif we can see the first

day production profile. | want you to | ook at that
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production profile and explain to the Conm ssion if
this is not a typical primary, secondary type of
profile you will see in an actual reservoir. And if
you renmenber that being a part, you can speak to
t hat .

A. | remenber there's two of them and |
don't know if you're tal ki ng about the conplete
hi storical one or you're tal king about the one that

was nore |like the |ast year or two.

Q No, the conplete. The conpl ete one.

A. The conpl ete one?

Q The conpl ete one.

A. "1l let her pull it up. | can speak to

it -

Q. Okay.

A. -- with what | would anticipate, right?
But I would anticipate -- you know, so you're, you
know, | ow on production and oil, right? And then

you start the injection, and then you get the push
and you come way up, right?

Now, as you continue to work the
wat erfl ood and things, you expect that -- after you
get that initial breakthrough, that your water would
cone up and things, and your oil production wll

start to taper down, right? But with that, though,
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you're still getting a pretty good sweep of the
wat erflood, right? |It's giving you good barrels.

There you go.

So, yeah. So as you turn on the
waterflood in "87, '89, right, you get that good
push, and you cone up. And then there's probably --
| et's be honest, there's -- this doesn't showit,
but you're drilling wells, and things, right? And
the thing of it is, you're actively devel opi ng, you
know, it -- which you got the dropoff before that
because you're probably -- they probably did
conversions, so it's the same, right? That's
probably where the barrels cone off.

And so then you go up and then you start
com ng down a general slide. | nean, | think, you
know, '01, '02, '03, in that area, if | had to
guess, that little bunmp there was either they did
sone, you know, conformance work -- | think, if I
remenber from M. Lindsay, they did sonme conformance
work. And | think that's maybe, you know, around
the context of some of the Love paper, and things.
| can't renmenber the exact years. But you did sone
work, it looks like, right? You did sone
| nprovenents and then you cane off.

And it looks |ike again in, you know, 'O06,
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07, I'"mguessing we did sonme work there. Oh,
actually, you know, that's when XTO bought it,
roughly in that timeframe. | think it was 2004,
2006. | don't -- don't hold ne to it. But it's in
that tinmefrane.

So -- and if | remenber correctly, there
was a few wells that were drilled. So you flatten
of f again because there's a few wells drilled,
right?

And then you're, you know, continuing down
what | would say is, you know, your later -- near
| ater life, you know, waterflood. And it's a fairly
consistent turn. And then it continued of, you
know, flattens out a little bit nore toward the end,
but that's kind of because you haven't really done a
whol e | ot of conformance work, right? And so those
barrel s and how many pore vol unes that you've passed
by there, and things, you're not really grabbing a
whol e | ot of new barrels, but you're not losing a
bunch because you're just, you know, really skimm ng
alot of oil off the water.

So you flatten out nore at the last -- the
| ater part of the flood. And you're flat there
unl ess you do confornmance work, you do sonmething to

pi ck 1t back up.
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And, you know, from-- you know, other
than the | ast conformance work, really, in this
fl ood was done nore around 2000, 2001, '2, early on
there. The XTO was really, you know, a drilling
thing. | know that they did one or two horizontals,
you know, that they laid down that they sidetracked
out of the wells. | think that's what that
flattening is.

But you're -- there just hasn't been a | ot
of work done to make an inprovenent. So you just --
on that slide, and then naturally, you get that
hyperbolic and it kind of flattens out a little bit
nor e.

Q Yeah, so we're engineers, right? So as
you | ook at this, | mean, is it easy to say that
there is some kind of excessive water comng from --
sone ampunt of water com ng fromthe San Andres to
really inmpact oil production in the G ayburg, just
| ooki ng at the production history?

A. Oh, on this scale, | nmean, it's hard to
say, right? | mean, you know, if you | ook way back
I n history, you knew that there was water com ng
there fromthe excessive production, historical
producti on before the flood.

And so | think it's a -- could be a safe
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assunption that probably whatever those nechani sns
were that, you know, created that water early, you
know, before flooding, or any of that stuff, that
they're probably still open. And those avenues are
still connecting the San Andres into the G ayburg.

Now, any extra water that is not hel ping
your flood, or anything, is going to be inpactful,
right? |t costs nore chemcals. It costs nore
electricity and punps, everything to nove it all
around, so you're cycling everything.

Now, you -- to quantify the volunme part of
it, you know, it's -- that's really hard to say how
much water is com ng up.

Q So you're saying that -- assum ng we are
not able to establish that there is any inpact of
the injection going into the San Andres on the
Grayburg, you are saying that you do have water
supply wells that m ght be contam nated and so nore
or | ess cause the corrosion problens in the
Grayburg?

A. Yes, sir. Yeah, we definitely have that
part, which is a really direct, you know -- | nean,
you're pulling water out of there and putting it in.
No matter what, you're affecting that chem stry.

And, you know, the comm ssioner here was talking
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about if you could chemcally treat it, or whenever,
and especially when you talk bariumand strontium
you really wouldn't want to put those chem cals into
the formati on because you're going to cause damage.
A lot of those chemcals to treat and to stop those,
you know, forever scales, that kind of -- we cal
t hem barium sul fate and strontium sul fate, you know,
because it just let's you do nechani cal neans.

You can treat the well bore, but you can't
really treat the reservoir to stop those.

Q. So | think we are -- we are agreeing that

it's so difficult toreally tell, just |ooking at
t he production profile, if there's any adverse
effect, you know, fromthe water fromthe
San Andres, but we've tal ked about corrosion too.

Can we go to the slide where you have the
producti on and then the injection in a table fornf

Yeah, that was your testinony.

A. | know what you're tal king about.
Q. Yeah.
A. Yeah, you're tal king about that had the --

| think the nine nmonths?
Q Yes. Yes, in a table form And you
know .

MS. HARDY: Is it in the actual
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testinony or is in an exhibit, do you know?
COWM SSI ONER AMPOVAH: It shoul d
be -- it should be a table with the --
Q M. West, you know the one |I'm tal king

about ? Yeah.

A. | know which one you're tal king about, but
| can't --

Q Okay.

A Where it's located in all of these

document s?

Q. Yeah, right on page --

A There it is.

Q. It should be I-18.

A. Yes.

Q So let's go down. It should be a table,

SO .
Page 106 of 118.

A. Yeah.

Q. Yeah, right there. And sane on this one
too. You know, from engi neering point of view, you
are injecting about -- let's say close to about
30,000 -- 70,000 barrels a day and soneone is
produci ng that sane anount.

So in terns of material balance, it's not

easy to say that there's any foreign water com ng
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into nmy reservoir.

A Well, you know, as we established, it's
hard to say what has been coming in, right? You
can't tell where it's comng in.

And this is where we start to blend in the
pi ece of, you know, reservoir and production a
little bit. Because reservoir -- it's tough, right?
| nmean, it's different volune, different things, you
know.

And as engi neers, we -- you know,
especially when you start doing production, is
| i ke -- you start to feel like: |Is there a trend
starting? Because things happen slower in the
production world, | guess you would say, right? And
SO you start to just try to: Am| seeing a dropoff
or not? O am| seeing anything el se, you know,
happeni ng?

Now, there's no doubt that through al
this, you' ve got well work going on, and different
things. You m ght have an injector go down and M T
you got to take care of and back up. So that may
change your injection up and down.

And you can have the sane way on the, you

know, oil produced too. | think there's a | ot of
factors going on. And so we can -- you know, we can
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talk to -- and we can discuss going |ike:

Maybe

there's sonething going on right now, right?

You -- it takes -- you know, only history

proves the truth, right? 1t's always tough to

predict. But you -- | think you see a trend. And

we -- you know, we didn't change any operations of

the field outside of your normal operations. But

you're trending, and it's hard to say where the

water's com ng from

I nmean, you can kind of even | ook at

the -- which is kind of odd, right? If we just

| ooked at June and July, for whatever reason, it

swapped there. You know, we've got nore water

produced and | ess water injected versus the first

December,

two nonths. |If we | ook up at Novenber,
they're alnost flip-flopped, so .
Q. Um hmm

A. You can start to say like, we're

produci ng, you know -- we're not injecting that

much, and we're getting nore volunes out of water.

If we just | ooked at the water -- and |

really gone through and even | ooked at that

hadn' t

unti |

us, you know, having this engineering discussion to

try to work through the data. So, yeah

it's -- it's .

mean,
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Q But the volunmes are fairly close to each
ot her because -- you know, let's say -- you could

have nade a stronger case here assum ng you are

I njecting 70,000 and producing 100, 000. | nean,
that is clear evidence that there's sonme kind of --
sonme foreign water comng into nmy reservoir.

A Um hmm

Q And this one is just pairing up, you know,
down. So |looking at this, would you agree with ne
that it's so difficult, you know, to establish that
there's -- there is some strong comruni cati on
bet ween the San Andres and the G ayburg?

A. So fromthis production piece of evidence,
you can -- maybe be indications, right? | think the
hi stori cal water production before the flood as
unexpl ainable is pretty hard evidence that you had
comuni cation, and then it -- and as it's docunented
in, you know, different docunents that you had that
part.

Now, how many barrels are com ng from
which way right now? | don't know, right?

Q But you -- so, you know, in
Dr. Buchwalter's nodeling, he did not really check
the -- he just perforated everything. So, you know,

I f you |l ook at even where that water, that higher
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production that we're show ng, | mean, hasn't been
establi shed, you know, in the hearing that we
perforated the oil zone, but we're still producing
significant amounts of water. | don't think it has
been established to the Conmm ssion on the
perforations or these higher volune water wells, you
know, to really lay that strong case that maybe XTO
or the operator then did not probably perforate into
the water zone in the G ayburg.

A. If you go high up on structure, you know,
so you're -- you know, you're where M. Lindsay's
docunment is about a negative 540 subsea --

Q. Okay.

A. -- water contact in the Gayburg. So |
can't quite get that water contact to the top of the
structure of where those high waters are. | nean,
you could cone up. You could do different things.
But all indications are, is that, you know, the
down-dip wells that are conplete -- now, yes, sone
are in the high zones, sone in the | ow zones,
whi chever way, they didn't see that |arge anount of
wat er .

So if my contact is |ower down here, it's
really hard, especially early on, for the flood to

get those high volunmes of water up at the top of the
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structure.

Q So, your justification is that the oi
wat er contact was well known --

A. Um hnm

Q -- in the Gayburg? So there's no way the
oil pass into the water zone? |Is that your
testi nony?

A. Yes. You know, so you -- you know, so
there's two different tinmeframes of, you know, they
originally, you know, had a water contact in the
350s, a negative 350. And then, you know, after,
you know, nore tinme and history and, you know, wells
t hat go down, or whatever, then, you know -- and
it's well docunented in his Ph.D., Dr. Lindsay, he
noved it down to a negative 540 because you j ust
didn't have ol d enough, deep enough wells to
establish that.

And so you're water leg's a |l ong ways
away. And if we're talking in -- let's say that

we're talking in the 1986 -- before '86, '87

timeframe, right, '81 is whenever a | ot of those
pl ots are made of the water cunes. [It's -- you
know, w thout | ooking at every individual, it's hard

to get that water, that high rate of water there

unless it's comng from anot her reservoir.
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Q Let's talk a little bit about a CO2, and
"Il wap it up so we can continue. | do appreciate

the discussion. This has been really, really great

and enlightening too.
Now, let's talk about the CO2. So
1,003-psi as the MW --
A Um hmm
Q -- you're saying that is anal ogous
Sem nole field?

A. Yes. Fromthat Sem nol e paper.

Q. Yeah. Do you believe that your reservoir,

the EMSU now, is anal ogous to the Sem nole field?

A. | believe -- | believe it's a good

right now for close to being the sane reservoir,

simlar -- you know, you're in that 30 to 35

gravity oil, about the summer type tenperatures, you
know, running 90, 100 degrees, it's about the sane.
So | believe it's -- you know, it's what we can do

in the industry. [It's a good anal ogy as what we can

get .

Q But | thought fromall of the testinony

that we've |istened -- you know, EMSU unit is not

going to be nore -- it's just unique because
hi gh vol unes of water that has been injected

there. Does that inmpact the MW in any way?
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A. Let's think. | nean, you're the expert
nore in the CO2 than | am right? And you're the
reservoir expert, so let's talk -- let's talk this
t hrough, right?

So, you know, the pressure is going to be
the pressure on the reservoir. And right now we're
in that 13- to 1500 pounds of pressure, right? And
then the oil is going to be the oil. The
characteristics of that is probably not going to
change.

So if it's contained in there, that 1300,
1500, | nmean -- | think that's reasonabl e assunption
that you're going to be sonewhere in that range.

Q Okay. A reasonable assunption in that
range. OCkay. Now, so you use the -- in the

nodel i ng CO2 screen tool for your econon ¢ anal ysis?

A Yes, sir.

Q Does that have an ROZ piece in there?

A. So it's an econom c nodel --

Q. Yeah.

A. -- right? And so you're noving vol unes of

CO2 through, which is displacing, you know, water,
and it's displacing, you know, oil. And then you're
just kind of a mass bal ance of noving it in, noving

it out.
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So it's kind of irrelevant if it's -- you
know, the way the nodel -- if it's a CO2 flood main

pay or if it's an ROZ, | don't think it inpacts the

nodel .

Q Yeah, but in that case, the nodeling CO2
screen tool, you know, | do believe that your EMSU
systemis little bit unique right now. | nean, so

in that econom c nodel, did you include the anount
of water that needs to be withdrawn fromthe

San Andres to even make CO2 flood effective in the
econom cs?

A. It has a -- you know, the water piece in
it, yes, of where you were renoving it. The water
Is essentially nmoving into an in-well. Since we've
got, you know, the floods going, and everything
else, we can put it in 1 and 2. You' ve got the
punps there, and everything, to handle the water
that you could take, and you could put it up there.

| nmean, it is definitely unique, and it is
uni que and nice that we have this |arge G ayburg,
you know, as part of the reservoir, and things,
where you have these options. And you can kind of
vertically and horizontally devel op these reservoirs
at the sane tinme. And you can use the existing

I nfrastructure and the -- you know, the existing
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wells, and things, to help inprove econom cs.

Q So definitely, that portion was still part
of your econom c anal ysi s?

A. Yes. Yes, definitely.

Q Okay. Okay. Okay. And then -- so based
on your testinony, you're also saying that the
things in the chlorides nore or |ess also confirm
the i npacts of the water com ng into the G ayburg.
s that your testinony?

A. Yes. It gives us strong indication that
sonet hi ng' s happeni ng.

Q Okay. So on your exhibit slide -- let's
go to slide 25. You know, you showed the injections
t hat has gone on -- | think 25, slide 25. Yeah.

COW SSI ONER AMPOMAH:  And t he upper
one should be okay. | should be able to use the
upper one. | should be able to use the one that we
referred to earlier on. So if you can go down. The
one that was showing the injection profile of
Goodni ght's injection. Yeah, right there.

Q So this one, | do have one qui ck question
here. Have any of these wells violated the permts,
the current permts?

A. | believe, if I renmenber correctly, there

was sonme points in tinme that they had sone peak
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rates that went over the permtted vol unes.

Q Okay.

A. | think it's docunented in there. But |
can't -- you know, | renenber discussions and talk
of that. | don't renenber the exact data off the

top of ny head.
Q Okay. So let's go to Exhibit [-19.
So in 1-19 and onwards, you now, 2021,
22, you're describing that if we permt the wells
and then even if we allow the current wells to
continue, you are establishing the inpact of the
pressure buildup that will happen, let's say, within
the EMSU, nore or |ess inpacting your ROZ.
| just want to understand nore on the
assunptions that was utilized here. | know you
t al ked about wi thdrawal, one is to one.
A Um hmm
Q But if you can also include the boundary
situation here, where is that water that is
di spl aci ng goi ng?
A. That's a good question, right? | nmean,
| i ke, you know, down-dip, you know, it seens |ike
you fall off into the Del aware Basin of what that
boundary is. | am-- honestly, | don't know the

geol ogy conpletely of what you're -- you know, what
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woul d be your northeastern boundary on this
reservoir.

Now, it's very simlar as you go, you

know, from what the -- the northwest to the
sout heast, you know, we see the, you know,
continuation reservoir fromthe EMSU-B all the way
down to the AGU. So | don't think you're bound in
those directions. You know, | don't know what
that -- | really don't understand conpl etely what
t hat boundary is heading back to the east.

Q. But it's a good assunption from your
perspective that at |east one is to one can still
establi sh what you are | ooking for here?

A. Can you repeat that? | didn't understand

Q. ' msaying that the assunption of one is
to one, withdrawal and injection, is a good
assunmption, you know, to establish the inpact, you
know, that you are showi ng on these coupl e of

exhibits to the Conm ssi on?

A. Are you saying the -- you know, where you
push -- one barrel pushes one barrel?
Q Yeah.
A Yes.
Q Ckay. Now, you know, one thing -- one
Page 62

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 11, 2025

Exam nati on by Conm ssi oner Anponah 63

concern that | also had on the exhibit that you
showed t he hi gher water producing for sonme -- water
production for sone of the wells, one question that
| had there was: Did you also check the water cut
of the wells? Yeah, yeah, on this slide. D d you
check the water cut of these wells to support if you
drill nore oil?

A. Do you want to go ahead and pull up the
slide here that has the oil on that? So we did --

we did ook at it.

To answer your question, | have a slide
for you.
Q. Okay. | appreciate that. Ckay.
A. This is cunmul ative vol unes, you know, of

oil and water produced. And you can see from --

you'll see that -- you'll be able to infer what the
cut is.
Q Okay.
A. Good to have a good tech person in the
room
So here's -- you know, at that point in

time, you know, prior to that, you know, 1986, this
I's the sanme thing except we're putting oil in there
so total volunme is produced out of the wells. And,

you know, fromthe pies, you can infer what the
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wat er cut was.

Q Okay. So definitely those big ones
woul d -- higher water you can still see that in the
bubbl e maps. Ckay.

A. So you see how those ones right at the top
of the structure get to be really hard to explain
what -- how good of oil cut wells you had in between
t here.

Now, | do believe that you did have sone
effects fromthe Goat Seep from sonme of those ones
to the, you know, southwestern corner, and that's

ki nd of docunent ed.

Q. Interesting. Okay. |Is this one in
evi dence?
A. | can't nove to put it in there.

M5. HARDY: Wait. W are going to
nove to put this into evidence with M. West's
redi rect because we knew this issue was raised
yesterday. But | can nove it into evidence now if
he woul d Ii ke.

HEARI NG OFFI CER HARWOOD: Okay. \What
exhi bit nunber is it?

M5. HARDY: It would be Enpire
Exhi bit N-23, which is the continuation from
M. West's last exhibit.
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HEARI NG OFFI CER HARWOOD: M . Rankin,
any objection?

MR. RANKIN. | haven't seen it, and |
guess | just would |like to know what the data is,
the source of the data, a little bit nore about
where it cane fromin the data.

W LLI AM WEST: It's fromthe
hi storical NMOCD records, just the sanme as what the
previ ous one was nade of.

MR. RANKIN. Yeah, | guess ny
guestion, though, is -- | guess ny understandi ng,
M. Hearing Oficer, that the OCD data goes back to
1994. So | presune this would be Enpire's data --
my understanding is that prior to 1970, there was no
per well dat a.

So |'mwondering -- I'mjust trying to
understand how this was allocated prior -- the years
prior to 1970, because there was no per well data.
That's why M. Buchwalter -- Dr. Buchwalter didn't
have al |l ocated data prior to 1970.

So | don't understand how Enpire was able
to allocate this nmuch refinenment to all of these
wel | s. | just don't understand that, but |'m
just -- | want to nmake sure | understand the basis

for the bubble maps.
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HEARI NG OFFI CER HARWOOD:  Well, I'm
going to assune that's an objection, and it wll be
admtted -- well, it will be adm tted over your
obj ecti on.

But | see M. Mander is chaffing at the
bit to say sonething.
MR. MOANDER: You know, M. Hearing
Officer, a quick voir dire of the witness should
resolve this so we can keep things noving.
HEARI NG OFFI CER HARWOOD: That's
fine.
MR. MOANDER: Just a proposal to keep
t he football headed down the field.
HEARI NG OFFI CER HARWOOD: That's a
good suggesti on.
M. Rankin, if you have a few questions
for this witness on this exhibit?
VO R DI RE EXAM NATI ON
BY MR, RANKI N:
Q. M. West, did you -- did you, yourself,
prepare this exhibit?
A. | had sone of ny staff prepare it because
| was in here.
Q Did you -- do you understand what the

source of the data is for this exhibit?
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A Yes. |It's the historical records, the
sane thing that everything el se has been -- the
bl end between -- that's been provided to you that
was fromthe GQulf days, the Chevron days, and then,
you know, the NMOCD records.
Q Is it your understanding --

MR. RANKIN: Are we | osing
connection? Have we |ost connection or is it just
me that's hearing the beeping in the background?

| think we've been disconnected.

W LLI AM VEST: This still | ooks on.

COW SSI ONER AMPOVAH:  Pr obabl y
getting a Teans call or sonething.

W LLI AM WEST: Sonebody is going to
call.

Q (By M. Rankin) Sorry about that. So your
understanding is that the source of the data is a
conbi nati on of data that was provided to Goodni ght

from Enmpire?

A Correct.

Q And OCD public data?

A. Correct.

Q Are you famliar with Dr. Buchwalter's

dat abase that he used to create his nodel ?

A. I didn't, you know -- |I'mnot famliar
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with, you know, the whole database of it. | don't
know exactly the data -- you know, this should be

the sanme data that's in his database.

Q. And Enpire provided the database to
Dr. Buchwalter, correct?

A. That is correct.

Q And is it your understanding that prior to
1970, enpire had a per well data production for the
EMSU?

A. You're stressing ny nenory on it at the
noment on it, but exactly the way -- because | get
flipped between the different states of it. You
know, historical records in New Mexico really need a
| ot per well.

Gosh, | can't -- | can't renenber exactly
on that. | mean, we provided you all the
production. This is where this conmes out of this
production and, you know, the per well basis. This
could only be created on a per well basis.

Q That's right. That's nmy questi on,
guess, M. West, because ny understanding is that
Dr. Buchwalter, prior to 1970, didn't have a per
well -- you can pull up Dr. Buchwalter's nodel and
see that he didn't have a per well allocation. He

has a cunul ative allocation for water production
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because he didn't have a per well allocation. Do
you agree?

A | can't speak to his nodel off the top of
ny head on that.

Q |'d have to pull up Dr. Buchwalter's
evi dence to show that he doesn't have a per well --
he's using a cunul ati ve production of water and oil,
because he didn't have a per well production prior
to 1970. |I'd have to get back online to do that to
pull it up and share.

HEARI NG OFFI CER HARWOOD: Wl |, |
think it's beyond the scope of the voir dire that
was suggested. He's explained the basis for the
exhibit, so --

MR. RANKIN:  Well --

HEARI NG OFFI CER HARWOOD: -- |I'm
assum ng that you believe there's an inconsistency
and that you probably oppose adm ssion of the
exhi bit.

MR. RANKI N: | do, M. Hearing
Oficer. 1It's a nmassive inconsistency because prior
to 1970, there is no per well data. And this is
entirely based on per well data, and | don't
understand how it was created.

HEARI NG OFFI CER HARWOOD:  All ri ght.
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It goes to weight, not admssibility. It wll be
adm tted over Goodni ght's objection.
VWhat is OCD s position?

MR. MOANDER: OCD doesn't object to
the exhibit.

HEARI NG OFFI CER HARWOOD: Ri ce?

MR. BECK: Yeah, without -- | nean,
wi t hout testinony of whoever created this and the
data that went into it, | can't say that it's a fair
representati on of the evidence.

So Rice and Perm an are opposed to its
adm ssibility -- its adm ssion. And | think w thout

the data, it does go to the adm ssibility. W don't
know whether this is a fair representation of the
evi dence underlying this data.

HEARI NG OFFI CER HARWOOD: Al l right.
Thank you.

Pilot?

MR. SUAZO. Pilot's will also object
to the adm ssion of this exhibit, M. Exan ner.

HEARI NG OFFI CER HARWOOD:  Okay.
Thank you. Your positions are noted for the record.

(Exhibit N-23 admtted into evidence.)

HEARI NG OFFI CER HARWOOD:  Dr.

Anpomah.
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EXAM NATI ON (conti nued)
BY COWM SSI ONER AMPOVAH:

Q So | ooking at this, you know, did you
analyze this information and coll aborate it with
Dr. Buchwalter's work that he did?

A Yeah. Yes, you know, so the cumul ative
wat er and -- he, you know, had all this information
to make his nodel, and that's where he put the
breaks in the -- notes where the higher water
production cut wells were. That's where he put
t hose, you know, vertical perm breaks into it.

Q | nmean, why did Dr. Buchwalter not talk to
the Comm ssion about this at all to justify why he
had to increase sone of the cells to really match
hi s nodel ?

A. He didn't do quite as good a job of
expl ai ning his nodel as what | would have w shed
t hat he woul d have.

Q Okay.

COW SSI ONER AMPOMAH:  Thank you so
much. | enjoyed the engineering discussions. And
t hanks for being here. Thank you.

W LLI AM WEST: Thank you, sir.

MR. BECK: Your mc isn't on, Hearing
O ficer.
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HEARI NG OFFI CER HARWOOD: Al |l right.
Let's start that over again.
Chai rman Razatos, | don't believe you've
had the opportunity to ask questions of M. West.
Do you have questions for this w tness?
M5. HARDY: M. Chairman, nmy Teans
blank is showing that it was di sconnected, but I

don't know if that's just ne.

MR. RANKIN: | was kicked off, Dana,
but I was -- it just put nme on, | had to -- I'm
having to -- to get back on, so maybe it wll just

take a nmonent to do it.
M5. HARDY: It |ooks |ike everyone
el se is connected, so it's just me for the nonent.
UNI DENTI FI ED SPEAKER: No, | got --
HEARI NG OFFI CER HARWOOD:  Okay.

well, why don't we take a -- our mdnorning break,
and we'll cone back and see if we resol ved the
technical issues with -- the Chairman and then it

will be redirect by Enpire. Thank you.
(Recess was taken from 10:30 a.m wuntil 10:45 a.m)
HEARI NG OFFI CER HARWOOD: M.
Razat os, did you have anything you needed to add?
CHAI RMAN RAZATOCS: No, M. Hearing

O ficer. M apologies. | had technical issues on
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nmy end. | have no questi ons.

HEARI NG OFFI CER HARWOOD:  Okay.
Thank you, M. Chairman.

So then it's back full circle to Enpire
for redirect of M. West.

MS. HARDY: Thank you, M. Exam ner.
REDI RECT EXAM NATI ON
BY MS. HARDY:

Q. M. West, | realize we've heard a | ot of
testi nony and questions, so |I'Il be junping back and
forth alittle bit.

M . Rankin asked you about your specific
experience with CO2 projects. Do you recall those
guestions?

A Yes, m'am

Q. And does Enpire have technical staff that
have wor ked on CO2 projects?

A. Yes, mm' am | have three engi neers on

staff with over, you know, 30 years of industry

experience that have wal ked -- worked on nodel CO2
proj ects.
Q M. Rankin asked you if the production

test that you discussed on the EMSU 660 and 658
wells were publicly available. Do you recall those

questions?
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A. Yes, m' am
Q And have you determ ned whet her those

tests were publicly avail abl e?

A | believe that, you know, fromtheir 2019
testi nony of Goodnight's that they're applying in
there, that they knew there was oil production from
the San Andres. So | would assune that's from those
tests.

Q And this is referenced in your rebutta
Exhibit N-10; is that correct?

A That is correct, ma' am

Q Okay. And just actually before we took
our break, we were discussing your exhibit that I'm
show ng here. And can you -- this will be marked.
| understand it has been admtted. But can you
explain a little bit about where the data came from
that was used to prepare this exhibit?

A. Yes. And so up to 1971, and the technical
paper did -- had all the cunes per well of oil and
water. And then the 1986, you know, unitization --
or '86, '87, whatever the dates was, it had per well
data in there.

So you had historical that was in -- that
you' d get fromIHS, and things, from 1970 and

bef or e. And this is the same stuff that was in
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M. Buckwalter's and the bridge was up to the
Technical Conmttee Report. And then you had four
reports since then.
Q Thank you. And does Dr. Lindsay's
di ssertation al so di scuss conmuni cati on between the
San Andres and the G ayburg?
A. Yes, m' am
Q And |'m going to pull up your rebuttal
Exhi bit N-19. Sorry.
And is this a figure and information from

Dr. Lindsay's dissertation?

A. Yes, ma'am That's from his Ph.D.
Q. Okay. And let nme pull up the actual page,
as well, fromthe dissertation.

Is that what |1've pulled up here?

A. Yes, ma'am That's the diagram over to
the left of the AGU, and it's showing how, in this
system going there, that you have these sections of
bottom wat er where he clearly indicated in -- on
this map.

And then you've got that little sout hwest
edge water that, you know, cones into the reservoir.
And you can see, you know, as his description there
on page 1004, so these plunes are vertically

oriented in the upper San Andres formation, the
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bottom water only affected in small areas of the
units in nost cases only affected one well, though
mapped as if the bottom water was affecting a | arger
ar ea.

Simlarly, these vertical-oriented plunes
of upper San Andres formation bottom water were al so
encountered in individual wells further in the north
EMSU unit and the EMSU-B unit. So it's sonething
that's, you know, depictive of, you know, historical
data that you had these plunmes all the way up and
down the structure.

MS. HARDY: And, M. Examner, |'d
li ke to nove the adm ssion of this page. W have
the figure in some of the | anguage that | have
referenced in M. West's rebuttal exhibit. It's in
evi dence already, but | thought it would be hel pful
for the Comm ssion to have this actual |anguage from
the dissertation on the right.

So | would nove the adm ssion of this
exhibit as Enpire's Exhibit N-24.

HEARI NG OFFI CER HARWOOD:  Any
obj ection from Goodni ght ?

MR. RANKIN: No objection. | -- no
obj ecti on.

HEARI NG OFFI CER HARWOOD: And OCD?
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MR. MOANDER: No obj ection
HEARI NG OFFI CER HARWOOD: Ri ce?
MR. BECK: No objection.
HEARI NG OFFI CER HARWOOD: Pi |l ot ?
MR. SUAZO. No objection.
HEARI NG OFFI CER HARWOOD: Thank you.
It will be admtted.
(Exhibit N-24 admtted into evidence.)
M5. HARDY: Thank you.

Q (By Ms. Hardy) And, M. West, M. Rankin
asked you a nunber of questions about the 1996
Chevron paper and its statenment that San Andres
water was mxing with river water in the well bores.
Do you recall those questions?

A Yes, m'am

Q. And if water is mixing in the well bores,
where would it cone fronf

A. Kind of with -- ny discussion with the
doctor, if you know you got a conventional well bore
and, say -- you know, because if it's open hole, it
woul d have to have been drilled down into.

So let's talk conventionally. You got the
shoe tracks. You got a 100 to 200-foot of cenent in
the bottomof the well with your float collars and

your plugs, right, because that's where you punp the
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cenment down and cone back upside. So that's -- the
bottom of the well bore is about as plugged as it's
going to get. |It's pure pipe, and things, and so
there's no real entries directly fromthe bottom

So it has to conme up sonewhere inside, mx
into the reservoir, and enter through the perfs. So
it would have to, you know, m x into one of the
| ower zones of the zone 5 or zone 6 of the Grayburg
and enter into the wellbore. And then as they were
tal ki ng production-wise that it was in the wellbore
m Xi ng.

Q M. Rankin asked you a nunmber of questions
about the Love paper, which was Goodni ght Cross
Exhibit 1, and if the water in the G ayburg was
com ng fromthe Goat Seep, would there -- would you
expect to see -- well, would there be a barium
sul fate probl enf

A. Goat Seep does not have, you know,
guantities of salt -- it's not a sulfate rich
environnent, so there's no sulfate to nake the
barium sul fate. So, no, the Goat Seep water would
not precipitate out barium sulfate.

Q But does that indicate to you that the
water is not comng -- that you're seeing is not

comng fromthe Goat Seep?
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A That is correct.

Q And M. Rankin asked you questions about
your slide nunber 11, which let nme get there. And
this was Dr. Buchwalter's Exhibit N-3. And
specifically he'd asked whether the report excerpts
that are shown here address the EMSU. Do you recall

t hose questions?

A. Yes, m' am

Q And is the excerpt here fromthe report on
t he AGU?

A. Yes, mm' am

Q. And where is the AGQUJ | ocat ed?

A. The AGU is just to the southeast of the
EMSU uni t.

Q. And is it part of the same structure as
t he EMSU?

A. Yes. You would -- you know, it's
consi dered the sanme structure, and you'd call -- you

can call that the Eunice Mnunent, you know, field.
It's all part of that same structure.

Q Okay. And I'mgoing to pull up -- this is
t he actual AGU Technical Commttee Report that's
referenced in your slide. You can see here the
cover page. Let ne get here to the page | want to

ask you about.
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Okay. So |I'm | ooking at page 8 of the
Technical Comm ttee Report for the AGU. And with
respect to water mgration, can you please tell us
what this is stating?

A. Yes. As it states there, "A portion of
the water production is probably attributable to
communi cations of zones 4 and 5 with the -- of the
| ower Grayburg with the San Andres aquifers.” And
then it goes into -- "Although siliciclastic," sone
geol ogy ternms, "between each zone is -- generally
prevent vertical comrunication, in sonme |ocalized
areas of the field, they do act -- do not act as
perneabl e barriers. Wen the barriers break down in
the | ower Grayburg nmenbers, the prolific San Andres
aqui fer can influx into the oil productive horizons

resulting in large volunes of water production.”

Q Again, is the Arrowhead Unit part of the
Monument structure?
A. Yes, nma' am
MS. HARDY: And, M. Examner, |'d

like to nove the adm ssion of this exhibit as

Enpire N-25 for purposes of conpletion, since we had
this excerpt in M. West's testinony, and then

M. Rankin questioned himabout that.

HEARI NG OFFI CER HARWOOD:  Any
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obj ection from Goodni ght?

MR. RANKIN: No. | just have a
guestion for understandi ng.

This was part of the 1983 Techni cal
Commttee Report. Was that not all submtted,

Ms. Hardy?

M. Hearing O ficer, | believe it would
have been all submtted, but I -- I'mnot -- oh,
it's fromthe Arrowhead Grayburg unit. | see.

MS. HARDY: Right.
MR. RANKIN: Okay. Got it. No
obj ecti on.
HEARI NG OFFI CER HARWOOD: Al l right.
OoCD?
MR. MOANDER: No obj ection.
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: Al l right.
It will be admtted.
(Exhibit N-25 admtted into evidence.)
M5. HARDY: Thank you.
Q (By Ms. Hardy) And let ne just switch
around here. M. Rankin asked you a nunber of
Page 81

81

Veritext Lega Solutions

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




© 00 N o O b~ W DN PP

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

William West - April 11, 2025

Redi rect Exam nation by M. Hardy 82
guestions about the 1996 Chevron paper and whet her
It discusses water mgrating fromthe San Andres
into the Grayburg. Do you recall those questions?

A. Yes, m' am

Q Okay. Let nme pull up a slide here on this
Chevron paper.

That's not what | want to show you, so
just a second.

Okay. Here we go. Can you see that?

A Yes, m'am

Q. Okay. Here, let me make it bigger.

Okay. And can you explain what this slide
i's show ng?

A. Again, this is talking about the m xing of
the fluids fromthe sulfate rich San Andres water
with the bariumrich G ayburg water and the
precipitation of scale. And in there, as it's
hi ghl i ghted, you can see where it says, you know,
San Andres water was finding its way into the
wel | bores of this -- these wells and resulted in a
barium sul fate scal e and barite deposition problem

Q Does that support your determ nation, as
well, that water is mgrating fromthe San Andres
into the Grayburg?

A. Yes.
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M5. HARDY: And I'd like to nove the
adm ssion of this exhibit as Enpire Exhibit N-26,
since it's summarizing -- or it's including parts of
t he Chevron paper that M. Rankin asked M. West
about .

HEARI NG OFFI CER HARWOOD: | think
we' ve seen this already before. 1Isn't this an
exhi bit already?

This was sonet hing that you showed, wasn't

it, M.

MS. HARDY: | don't think that this
exhibit slide was shown.

HEARI NG OFFI CER HARWOOD: Okay. Any
obj ection from Goodni ght ?

MR. RANKI N:  No.

HEARI NG OFFI CER HARWOOD:  OCD?

MR. MOANDER: No obj ection.

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: Does it
have an exhi bit nunber?

M5. HARDY: |t would be N-26.

HEARI NG OFFI CER HARWOOD: It w il be
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adm tted.
(Exhibit N-26 admtted into evidence.)
MS. HARDY: Thank you.
Q (By Ms. Hardy) Sorry, this is being a

little bit finicky. 1t's probably me, it's probably
not the technol ogy, but doing ny best to switch back
and forth here to a nunber of things, so thank you
for your patience. Just get to what | want to show.

Okay. Okay. And here I'm show ng slide

17 fromyour presentation that there's been a fair

anmount of discussion about -- over the course of the
hearing. And when did -- just to be clear, when did
Goodni ght start injecting?

A. As shown on there in 19 is where you've
got those other -- small piece of orange conme on.

Q. And M. Rankin asked you questions about

the time period dating back prior to January of
2012. Do you recall those questions?

A. Yes, nma' am

Q And have you reviewed that data and had
you reviewed it before you prepared this slide?

A. Yes, nma' am

Q And how does it conpare in relation to
Goodni ght's injection shown on your slide?

A. It's a very simlar trend back in the
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past, and it's reflective of the cunulative slide
there that there wasn't -- wasn't these |arge
vol unmes of injection going on in the -- in the
reservoir residual

M5. HARDY: M. Exam ner, because
this slide has been discussed extensively, | think,
during the hearing, | would like to nove it into
evi dence, as well, as Enpire Exhibit N-27.

HEARI NG OFFI CER HARWOOD: M. Ranki n?

MR. RANKIN. My only concern with
this exhibit is that it's alittle m sl eading
because it's a stacked chart, and it's not clear on
the face of the exhibit that you have to subtract
the blue lines fromthe orange lines to determ ne
what Goodni ght's volunes are. That's ny only
concern with this exhibit.

O herwise, it's OCD data. It's public
data. | have no other concerns with it.

HEARI NG OFFI CER HARWOOD: And | think

you asked those questions of the wi tness on cross

anyway.
MR. RANKIN: | did. | did. Just
based on that with the record, | have no objections.
HEARI NG OFFI CER HARWOOD: Al l right.
Thank you.
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oCcD?
MR. MOANDER: No objection. | think
the issue of the nature of the chart has been
di scussed, and the parties are apprised, as is the
Comm ssi on.
HEARI NG OFFI CER HARWOOD: That's ny
menory as wel | .
Ri ce?
MR. BECK: No objection.
HEARI NG OFFI CER HARWOOD: Pil ot ?
MR. SUAZO. No objection.
HEARI NG OFFI CER HARWOOD: It will be
adm tted.
(Exhibit N-27 admtted into evidence.)
M5. HARDY: Thank you.

Q (By Ms. Hardy) M. West, M. Rankin asked
you a nunber of questions about the pressure reading
in the Rice well from 1959. Do you recall those
guestions?

A. Yes, nma' am

Q Okay. And | wanted to pull up your water
bal ance slide, which was in your hearing
presentation as slide nunber 18 --

A. Yes, nm'am

Q -- here. And just to be clear, can you
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tell us what this slide shows with respect to the
pressure in the reservoir in relation to the Rice
wel | ?

A It -- you know, the Rice well was 1959,
t he begi nning of the curve of where you started to
have SWD injection in there, which lines up well
with what the predictions was, you know, fromthe
initial negative 250 subsea pressure readings. So
that's -- you know, historically lines up well.

And then just, you know, as discussed
before in the chart, it just goes over the SWD
i njection, the withdrawal with the injection, and
t hen, you know, the slow ng down of the w thdrawal
and the speeding up of the saltwater disposal.

MS5. HARDY: M. Examiner, this is
anot her one that's been di scussed extensively, so
|"d like to nove it into evidence as Enpire
Exhi bit N-28.

HEARI NG OFFI CER HARWOOD: M. Ranki n?

MR. RANKIN:. No objection.

HEARI NG OFFI CER HARWOOD:  OCD?

MR. MOANDER: No obj ecti on.

HEARI NG OFFI CER HARWOOD: Ri ce?

MR. BECK: No objection.

HEARI NG OFFI CER HARWOOD:  Pil ot ?
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MR. SUAZO. No objection.
HEARI NG OFFI CER HARWOOD: It will be
adm tted.
(Exhibit N-28 admtted into evidence.)
MS. HARDY: Thank you.

Q (By Ms. Hardy) M. West, regarding your
econom ¢ nodel that you di scussed in your testinony
and Dr. Anmpomah asked you a nunber of questions and
so did M. Rankin, just to be clear, is this a
production nodel or an econom ¢ nodel ?

A It's an econom c nodel .

Q. And does it need continuous 400-f oot
i nterval of 30 percent oil saturation to work?

A No, it does not need a continuous. You
can use a net because the basis owed is for an
econom ¢ nodel of the mass bal ance in and out.

Q And |'m going pull up a couple of Enpire's
exhi bits.

Okay. This is not what | want to show
you.

There we go. Can you see the slide there
that |'m show ng you?

A. Yes, ma'am You m ght nmake it just a
little bigger, if you don't m nd.

Q Ckay. And this is Enpire Exhibit L-13,
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whi ch was provided by OPS Geologic. Have you

reviewed this and are you famliar with it?

A. Yes, mm'am

Q Okay. And what does this exhibit show?

A. So this exhibit shows that, you know,
of -- their I ow cases and hi gh cases of net

reservoir in the San Andres that would be, you know,
limted by |og depths and things. But you can see
where -- for several cases, and then you'd have to
add the | ower and upper together, but where you can
very easily support the 400-foot thick net thickness
of the 1200-foot -- 12-, 1500-foot gross interval of
t he San Andres.

Q Okay. And then I'"mgoing to -- |'ve
pul l ed up here Enpire's Exhibit G 3(c), which was
provi ded by NuTech. Have you reviewed this? Are

you famliar with it?

A. Yes, nma' am

Q. And what does it show?

A. This shows that -- you know, why they're
all cut off by the end of the |ogs, the -- you know,

you' ve got net thicknesses of over 500-foot shown
here that is represented by NuTech.
Q So is that consistent with what's in your

nmodel as wel | ?
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A. Yes, ma'am It does a very good job to
support the 400-foot net.

Q A few nore questions here. There have
been a nunber of questions asked about
Dr. Buchwalter's nodel. Do you recall those
guestions about the cells that were adjusted?

A. Yes, m' am

Q And let me just put this in a different
format. Can you tell me what this slide shows that
|'ve got up on the screen?

A. So the doc will probably understand this
the best. This is your, you know, |ayers of what
we're tal king about between -- this is directly out
of his nodel, and so it's all in evidence, and
everyt hi ng, already.

And you can see where he poked the little
holes in the barrier for the vertical perm And you
can see the values that he used in there from-- |
don't know, reading a few off, 375, 5, 125. And
this is representative of those 99 bl ocks out of the
34,500 that were there. So this is the KZ of |ayer
8 if you pull up the nodel.

M5. HARDY: Apologies, | feel |ike ny
conputer has frozen. | can't even see ny cursor

Apol ogies. Let ne just get this straightened out
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for one nonent.

Okay. Thank you. Sorry.

Q M. West, |I'm show ng another slide here
regarding Dr. Buchwalter's nodel. Can you tell ne
what this shows?

A. Yes, ma'am So this is -- if you took
that one | ayer that's between the G ayburg and
San Andres, and then this is just taking the 99
bl ocks that were nodified. And so you can see
what -- you know, how many cells were at the
different perneabilities that he nodified in there,
right? So you can just clearly see that, you know,
32 blocks less than 10 mllidarcies and then, you
know, the stair steps up. And where there's only a
bl ock or two, that he had to go all the way up to,
you know, a darcy.

Q Thank you. This is ny |last few questions
here for you. Let me just -- okay.

M. West, M. Rankin asked you a nunber of
guestions yesterday about 45Q tax credits. Do you
recall those questions?

A. Yes, nma' am

Q And he asked you about who received tax
credits. Do you renenber those questions?

A. Yes, nm'am
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Q Okay. And he referenced a part of your
deposition where he indicated that you had said that
the seller would receive the tax credits. Do you
recal |l that?
A. Yes, m' am
Q Okay. And |I've pulled up here your
deposition testinony that | think M. Rankin was
referring to. And it specifically starts at
page 142, and |I'lI|l go ahead and read -- read this.
And his question at |line 19, says:

"QUESTION: Okay. In this comment
here that there's an opportunity to purchase
the CO2 at a reduced rate, is that referring to
the tax benefits that you've incorporated into
your economnm ¢ anal ysi s?"

And then can you tell nme, what did you
state?
A. | said:

"ANSVER: Correct. That's where, you
know, you get a reduced rate because they
receive the 45Q tax credits, the seller does."

Q Ckay. And then can you read the next
l i nes of the foll ow ng page?

A. “"ANSWER: So you change it in the purchase
price of the CO2."

Page 92

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 11, 2025

Redi rect Exam nation by M. Hardy 93
Q Okay. So is what you were stating here,
that the seller receives the tax credits, but
they -- but they pass themon to the buyer via

contracts?

A. Yes, mm' am

Q Okay. And that's a negotiated contract
ternf

A. Yes, m' am

Q Okay. So it's not correct that you stated

that the seller received the tax credits and that
there's no benefit to the buyer?
A Yes, m'am
Q. Okay. Thank you.
M5. HARDY: Those are all of ny
guestions for M. West.
It does.
HEARI NG OFFI CER HARWOOD: Thank you.
And | think that concludes the testinony of
Dr. West, does it not, for the record?
MS. HARDY: It does.
HEARI NG OFFI CER HARWOOD: Al l right.
And if I"mcorrect, Dr. West is Enpire's | ast
W t ness?
M5. HARDY: That is true.
HEARI NG OFFI CER HARWOOD:  COkay. |
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wasn't sure | would ever get to the point of asking
this question, but does Enpire rest its case?
M5. HARDY: Yes, it does. Thank you.
HEARI NG OFFI CER HARWOOD: Al l right.
It's a quarter after 11, that brings us, | guess, to

Goodni ght' s case.

But before we start with that, |let nme hear
fromyou, M. Razatos, and then also fromthe
parties. | suppose the question is: Wuld folks
prefer to break for lunch and take an early |unch
and conme back early and comence Goodnight's case?
O would you prefer to start your case now?

M. Razatos, what are your thoughts?

CHAI RMAN RAZATOS: M. Rankin, how

| ong would it take for your first witness for you to

start?

MR. RANKIN:. | haven't exactly tined
it, Chair Razat os. | think we would be able to do
it within the 45 mnutes remaining. | mght just

need a few m nutes to get set up.

My only concern about it is our
termnation date -- tinme today. OQur first wtness
wll be M. MBeath. He will be unable to rejoin us
I n person when we resune the hearing later this

mont h. And so | would |like to nake sure |'ve had as
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much time to try to get through his testinmony while
he's here as possible.

So if we did take an early lunch, which
is, | think, fine, because it's -- whether we do it
now or later, it doesn't matter, but | think as |ong
as we were able to come back around 12:15 or 12:30
to get started, that would be fine with ne.

| guess it does make a nice natural break
so there's no risk of, you know, going |longer with
our introduction if it's slightly Ionger. So |
guess ny preference would be to take a short |unch
now or a normal hour lunch break as |ong as we can
get back at 12: 30.

CHAI RMAN RAZATOS: Commi ssioners, are
you okay with that?
COW SSI ONER AMPOVAH:  Yes.

COW SSI ONER LAMKIN:  I'mfine with
t hat al so.

CHAl RMAN ROZATOS: Okay. So --

MR. SHANDLER: This is Zach Shandl er.

CHAI RMAN ROZATOS:  Yes.

MR. SHANDLER: | just have a basic
question on the rules. | thought the direct was
short, not 45 mnutes. What is -- what are the

rules on direct?
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Redi rect Exam nation by M. Hardy

MR. RANKIN: Well, there were no
rules, and they're allowed long directs. So I --
we -- | didn't object to anything that was | ong at
all. And I think -- if I may, | believe the case is
very inportant, and it's -- we didn't object to her
havi ng any concerns about anybody spendi ng extra
time on the summari es.

MR. WEHMEYER: On behal f of Enpire,
we don't have an objection to 45 mnutes, and we've
certainly -- everyone's been very accommodating wth
our opening presenting of our w tnesses.

MR. MOANDER: From OCD s position,
goose and gander anal ysis would say, you know, fair
is fair. Doesn't have an issue with that.

MR. BECK: And Rice would echo what
OCD sai d.

MR. SUAZO Sane with Pilot.

HEARI NG OFFI CER HARWOOD:  Okay.

Well, then let's -- we're already cutting into our
abbreviated Iunch hour. Let's call it quits now and
be back and restart at 12: 30.

CHAI RMAN RAZATOS: So wait, | have a
question. M. Shandler, did that answer your
questi on?

MR. SHANDLER: Yes, sir.
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CHAI RMVAN RAZATOS: Ckay. So, Yyeah,
l et's take lunch now, and we can cone back -- resune
at 12: 30.

HEARI NG OFFI CER HARWOOD:  Okay.
Thank you.

CHAI RMAN ROZATOS: Thank you.

(Recess was taken from 11:16 a.m wuntil 12:30 p.m)

HEARI NG OFFI CER HARWOOD:  Ms.
Apodaca, are we ready in the back?

MS. APOCADA: We sure are.

HEARI NG OFFI CER HARWOOD: Ms. Tell ez,
you ready to go?

THE REPORTER:  Yes.

HEARI NG OFFI CER HARWOOD: Al l right.
Chai rman Razat os, any prelimnary thoughts or
| ssues? | have -- | have an alarm set for
3:40 p.m, five mnutes before our hard break.

CHAI RMAN RAZATOS: | appreciate that.
| don't have anything else. Thank you, M. Hearing
Oficer.

HEARI NG OFFI CER HARWOOD: Al l right.
You guys |listen. VWhen the duck quacks, it wll be
time to go.

Al right. So, M. Rankin, |'m assum ng

you're presenting this w tness?
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MR. RANKI N: | am M. Hearing
O ficer.

HEARI NG OFFI CER HARWOOD: And is
Goodni ght ready to proceed with its case?

MR. RANKIN:. We're nore than ready to
proceed with our case, M. Hearing Oficer.

HEARI NG OFFI CER HARWOOD: Is it
M. or Dr. MBeath?

JOHN McBEATH: I1t's M. MBeath.

HEARI NG OFFI CER HARWOOD: Al l right,
sir. If you'll please raise your right hand.

JOHN MCBEATH

havi ng been first duly sworn, testified as foll ows:

HEARI NG OFFI CER HARWOOD: Al l right.
M . Rankin.

MR. RANKIN. Thank you very nuch,
M. Hearing Oficer.

DI RECT EXAM NATI ON
BY MR, RANKI N:
Q M. MBeath, will you just state your full

nane for the record.

A. My full name is John Canpbell MBeat h.
Q And by whom are you enpl oyed?
A. ' m enpl oyed by Austin Consulting

Petr ol eum Engi neers, |nc.
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Q And in what capacity?
A. Well, I'"ma consulting petrol eum engi neer.

|'"'ma partner, founding partner in the firm And
"' malso vice president in our structure, business
structure.

Q And have you previously had the
opportunity to testify before the G| Conservation
Di vi sion or the Conmm ssion here in New Mexico?

A Not before this case, no.

Q You' ve previously testified before the
Texas Rail road Conm ssi on?

A. | have many ti mes.

Q. And is your educational experience and
experi ence throughout your career as a petrol eum
engi neer and a reservoir engineer listed as an
exhibit to the direct testinony that you filed in
this matter?

A. Yes. M resune is attached.

Q WIIl you just give us a brief sunmary of
your education and your work experience, in
particular as it relates to petrol eum engi neering

and reservoir engineering and enhanced oil recovery

wor k?
A. Sure. So | graduated fromthe University
of Texas at Austin in 1987. | went imediately to
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wor k for Schlunberger International overseas. | was
I n Egypt, Kuwait, Pakistan, Oran for about five
years, running |ogs, working with clients there.

And then |I cane honme and started various
consulting positions fromthat point in tine.

In "96 | ended up at Platt, Sparks &
Associ ates, which is a group of folks that -- nost
of themwere still with Austin Consulting Petrol eum
Engi neers. But | started there in '96. W were
acquired by a bigger consulting firmin 2014 for a
six-year term In 2020, Austin Consulting Petrol eum
Engi neers was forned.

Q. And you've done work as you -- as you
stated across not just enhanced oil recovery, but
you' ve done sonme work on saltwater disposal wells,
too; is that correct?

A. That's for sure. So I'lIl kind of speak
general ly about ny practice and then nore
specifically about EOR

So we provide petrol eum engi neering
services to a wide range of clients, from
I ndi viduals all the way up to mpj ors and everything
I n between. We do reqgulatory work. W do
straight-up reservoir engineering studies. W do

econom ¢ anal yses. And we do sone anpunt of
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litigation as well.

And as far as specific CO2 and enhanced
oil recovery experience, when | first |anded at
Platt Sparks in 1996, they had been engaged for a
| arge study that involved CO2 vol unes that noved
from Bravo Donme down into the Perm an Basin. And we
basically tracked every Mf of CO2 that was
delivered that started at Bravo Donme, to | ook at the
F -- efficiency of the floods.

There was an allegation in a |l egal dispute
that the value of the CO2 was related to the anount
of oil that was recovered. And so we had to go see
how t hat really worked out when you figured out how
much CO2 went to each flood and how nmuch oil cane
out. So | got exposed to alnost every flood in the
Perm an Basi n doi ng that work.

The sanme dispute mgrated to McEl no Done,
whi ch has bi gger vol unes in sout hwest Col orado
com ng down the Cortez pipeline. So a simlar study
was done for that.

|'"ve al so done sone tax work in the Wasson
field for Shell. W tracked pattern by pattern
their recoveries to show that the CO2 that was
I njected actually recovered oil, for tax purposes

for the years 1990 and '91, were doing that work, |
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think, in 2000 because it was part of an audit. In
addition to that, 1've been involved in regulatory

matters. That's where you're going into a field and
asking for a change in field rules. |'ve done that
very recently at the Wasson field to change the
spacing to conpete with some of these off-units

hori zontal wells that are being drilled to the west
in the Platani field, because they were snuggi ng
right up against the unit. And for fairness, Oxy
wanted to have wells right up against the unit line
al so.

And then in the past, |'ve done other --
wor ked on other fields at the Railroad Comm ssion,
the Yates field for field rules, and so it's a
pretty good overview.

Q. And based on that, your education and
experience that you just gave us a summry of, do
you hold yourself out in an expert in reservoir and
petrol eum engi neer ?

A. | do.

MR. RANKI N: M. Hearing O ficer, at
this time | would tender M. MBeath as an expert
w tness in reservoir and petrol eum engi neeri ng.

HEARI NG OFFI CER HARWOCOD:  Any

objection from Enpire?
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MR. WEHMEYER: Wt hout objection.

HEARI NG OFFI CER HARWOOD:  OCD?

MR. MOANDER: No obj ection

HEARI NG OFFI CER HARWOOD: Ri ce?

MR. BECK: No.

HEARI NG OFFI CER HARWOOD: Pi |l ot ?

MR. SUAZO. No obj ecti on.

HEARI NG OFFI CER HARWOOD: He'll be so
recogni zed.

Q (By M. Rankin) M. MBeath, were you
engaged by Goodni ght M dstreamto form and provide
opinions in this matter?

A. |'d say it alittle differently. | was
engaged to review data, to analyze information, and
then to see if ny expertise was related to any of
that data. And then the opinions kind of fall out
of that study, so that's how l'd say it.

Q So you weren't given any specific
i nstructions about what your opinions would be or
what - -

A No.

Q No. Now, what data and information did
you consider in formng your opinions ultimtely?

A So I've | ooked at -- there's been a | ot of

dat a exchanged between the parties in this matter.
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Sonme information from Enpire, information from
Goodni ght .

|'"ve al so acquired on ny own public
i nformation fromthe NMOCD website, well files,
| ogs. |'ve gone and | ooked at specific hearings
t hat have occurred in the past. Downl oaded all the
transcripts and the exhibits that go with that.
That's pretty nmuch it, yeah.

Q Now, have you al so considered and revi ewed

Enpire's filed witten direct and rebuttal testinony
fromits own experts and witnesses that were filed

in this case?

A. Did you say Enpire's?
Q. Yes.
A. Yes. | have | ooked at them all. ' ve

focused on particular witnesses that are covering
the same ground that | am

Q Got it. And have you al so consi dered
Goodni ght's expert's witten testinony as well?

A. Yes, | have.

Q And do the opinions that you' re expressing
today take into account your current understandi ng
of the information and the opinions expressed and
the testinony of the witnesses for both Goodni ght

and Enpire?
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A. It does. And the way you've asked that, |
want to just clarify that as |I've sat in the back of
this roomfor a couple of weeks, |I've |learned a few
nore things. So it is, yeah, definitely ny current
under st andi ng.

Q And have you, yourself, prepared witten
rebuttal, direct, and supplenental testinony in
exhi bits that are marked as Exhibit F and
Exhi bits F-1 through F-20, Rebuttal Exhibit F and
Exhi bits F-27 (sic) through F-27, and then
Suppl enental Exhibit F and Exhibits F-28 through 307

A. ' mgoing to assune you got those nunbers

right, because | don't have them nenori zed.

Q Yeah.
A. Yes, | had three separate testinonies.
Q. I think | msstated. For your rebutta

exhibit, it's Rebuttal Exhibits F and Exhibits F-21
t hrough F-27?

A. Yes, that's right.

Q Were the exhibits prepared by you or
conpi |l ed under your direction and supervision?

A Yes. The exhibits and the witten
testinony as well.

Q Any corrections or changes to the

testinony or exhibits that were filed?
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A | found a couple of small typos in the

| ast coupl e of days | ooking over the original
statenment. On page 11, there's a reference to sone
perfs in the four -- in the 746 well. Near the
bottom of the page, it says, "Perforated from 4100
to 4100," which is a small interval. It should be
4100 to 41- -- it should be 4100 to 4110.

Then on page 15 -- 13 and 15, |
i nadvertently referred to Dr. Davidson as

M . Davi dson.

Q Got it.
A. Apol ogi es for that.
Q. No ot her changes or corrections to your

testinony that you identified?

A. No.

Q. Do you adopt the testinony with those
changes and nodifications you just reviewed? Do you
adopt the testinony in your self-affirmed statenent,
your rebuttal statement, and the suppl enent al
statenment that are marked as Exhibit F as your own
sworn testinony today?

A. Yes, | do.

MR. RANKIN: At this tinme,
M. Hearing Oficer, | would nove the adm ssion into

the record of M. MBeath's self-affirnmed statenent,
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his direct, rebuttal, and his supplenental testinony
in Exhibit F and F-1 through F-30.

HEARI NG OFFI CER HARWOOD:  Any
obj ection from Enpire?
MR. VEHMEYER: Wt hout objection.
HEARI NG OFFI CER HARWOOD:  OCD?
MS. HARDY: No objection.
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: They wi | |
be adm tted.
(Exhibit F and Exhibits F-1 through F-30 admtted
I nto evidence.)

Q (By M. Rankin) M. MBeath, | think you
alluded to this just a nonent ago, but you' ve been
present for the summary testinony, the
cross-exam nation, and the redirect testinony
provided by Enpire -- Enpire's witnesses during the
first week of testinony in February and during nuch
of this week's testinony; is that correct?

A. Alnmost all of it. There was one day where
| was sent back to your office to review sone new

i nformation that Dr. Buchwalter has provided. So |
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think M. -- Dr. Trentham and M. Ml zer were
testifying. | reviewed that fromthe archives when
| got hone.

Q Okay.

A And then this week | was here all week
except for -- was driving and listening to the
testinmony up until 3:00 when | arrived here on
Monday.

Q And did you al so now prepare sunmary

slides reflecting any of your opinions as they exist

t oday?
A Yes, | have.
Q. And do those slides reflect your

up-to-date opinions, including any additional

opi nions formed based upon your observations of the
sunmary testinony, the cross-exam nation, and the
redirect testinony fromEnpire's wtnesses?

A. They do. You know, | don't cover every
single thing I had in ny testinonies because sone
i ssues of -- | think have fallen by the wayside.
But |1'd say they cover the inportant things.

Q M. MBeath, |I'mgoing to go ahead and
share your slides, and we'll go ahead and wal k
t hrough your sunmmary.

Your first slide here is a summry of your

Page 108

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



© 00 N o O b~ W DN PP

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

John McBesth - April 11, 2025

Direct Exami nation by M. Rankin 109

opi nions. Can you just wal k us through each of

your -- a summary overview of your opinions?
A. Sure. And this is just to tell you what's
comng. We'Ill have details on each of these and

sonme addi tional things.
So the first opinion is that |I've revi ewed
Enpire's log analysis, and they show very, very high
oil saturations and | ow nobile water saturations in
intervals that were tested and produced essentially
zero water. |'mgoing to show you one exanpl e, but
| | ooked at several wells that show the sanme thing.
The second category that we're going to go
through is the allegation that the Grayburg and the
San Andres were connected as of 1986. I1'mgoing to
tal k about the data that that allegation is based on
and show you sone informati on about the RFT as well.
The third one on this list has to do with
t he economi cs that were put forward by Enpire
t hrough M. West's spreadsheet cal culation. And I
want to tal k about the inputs to that, how | studied
it and figured out what they were doing, and then ny
corrections to sone of the obvious problenms wth
t hose inputs and what it does to the economni cs.
And then finally, | go over sone

observati ons about Dr. Buchwalter's reservoir nodel
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and how it differs from known information that we
have and how that, in ny opinion, would really
I npact its reliability.

Q So turning to your first substantive slide
here, just review for us what this shows and what --
how it relates to your opinion.

A. Sure. So this goes -- this goes with the
first opinion. This is an exanple of sonme of ny
review of NuTech's log analysis. Wat | didis,
tried to square up actual neasured data w th what
they were assessing in the sane zones.

So | was provided with LAS files of their
analysis, and I went in and | captured the average
oil saturation for the zones. And then | | ooked at
what had happened when the well was drilled and
t hose zones were tested either through swabbi ng or
in a couple of cases when they set a punp and noved
| arge volunes of water to see if those zones would
test. And you can see that in -- the reason |'ve
got two colors there, those two zones were kind of
treated separately as two groups of perforations.

And the takeaway fromthis is that in
t hese zones where you had as high as 73 percent oil
saturation, we were producing 100 percent water, and

that just can't occur.

Page 110

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



© 00 N o O b~ W DN PP

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

John McBesth - April 11, 2025

Direct Exami nation by M. Rankin 111
Q About how nuch water total was w thdrawn
as -- fromthese tests?
A. In this particular well, if you add up all

of the swabbing and the production that was done
with a subnersible punp, it's about 1700 barrel s of
wat er, no oil.

Q Now, this was -- NuTech prepared two
separate analyses. Was this NuTech's revised
anal ysis or its original analysis?

A This is the first one that | had that was
avai lable to put in ny original statenment, so that
woul d have been as of August. | think they had done
the work previous to that, but it would have been as
of August 2024.

Q. VWhy didn't you refer to or rely on
NuTech's revi sed anal ysi s?

A. Well, | was kind of poised to because they
had i ssued a report that redid the analysis on a
single well. And | got quizzed about this at ny
deposition because the report was confusing, to say
the least. It said: Here's an alternative
analysis. But it didn't say: This replaces our
first analysis. |t doesn't say anything about what
the first anal ysis was.

Then the individual got deposed, and |
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asked you to specifically ask them Okay. So we
don't have to worry about the original analysis?

And the answer was: No, we stand by the
original analysis, and it's, in fact, the nore
robust one that we believe in.

So | stuck with this.

Q How does this next slide relate to your
anal ysis of NuTech's | og anal ysis?

A. So we're on the sane topic, and | just
wanted to show visually. They gave nme kind of an
unusual LAS file that had oil saturation in it, it
had bul k vol ume of imobile water.

So | couldn't conpare things. | had to go
in and using the porosity, calculate bul k vol une of
each of the conponents. And you can see it's a
little unusual. Normally for |og analysis, you
don't get immbile water. But that's an output from
their analysis that | think was explained on --
earlier this week that it comes froma relationship
that they've devel oped fromthe | og curves through a
bi g dat abase of nucl ear resonance i magi ng
measurenmnents. So | used it.

You can think of this as a four, and
you' ve got 62 percent oil over this zone. You've

got only 17 percent nobile water and 21 percent

Page 112

Veritext Lega Solutions

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




© 00 N o O b~ W DN PP

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

John McBesth - April 11, 2025

Direct Exami nation by M. Rankin 113
| mobile water. And yet, when the well is tested
and the zone is tested, it produces 100 percent
water. It literally nmakes no sense w th what
actually canme out of the well.

Q Now next, those slides, | think, go into a
new set of topics here, where we spent a lot of tine
today tal ki ng about pressures. Just wal k us through
this initial slide and how it relates to your
anal ysi s about pressures and formations.

A. Okay. And there's a -- before -- when |
created these slides, there was still kind of a live
controversy about whether the neasurenent was at --
above a nean sea | evel of 250 or bel ow

| think that's been put to bed because |
heard M. West say that he's gone back to his
original assessnment, which | agree that it |ooks
| i ke the measurenment woul d have been at bel ow 250

bel ow so you're in the G ayburg.

But | still want to point out that we
don't know that nuch about the neasurenent. It's
1450. It was reported in a unitization hearing. W

don't have the source docunent. W don't have a
bott omhol e pressure. W don't have a fluid | evel.
So there's still some question marks

around that pressure, and it's a real inportant
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pressure for Enpire's case.

Ranki n

what

Even t hough we've

dat um

114

|l and -- we tend to agree now, |

t hat goes with.

There are no neasurenents,

measurenments in the San Andres.

guess,

no origi nal

So they're having

to take a measurenment

in the Grayburg and assune

that you can take it down into the San Andres
di sposal zone and assune that that's right. So |
just wanted to point that out.

This information is used principally by
M. West,

two of Enpire's w tnesses, who' s j ust

recently showed his opinions on that.

But then from

a previous session,

information in his nodel.

nodel
nmeasur ement was at

|l evel -- I'"msorry

So any run that you see from

i ke 1700 or

Dr. Buchwal ter that

for the higher

Dr .

Buchwal t er

pressure that assuned that

And he had adjusted his

uses t hat

m nus 250 or

-- 250 above nmean sea | evel.

starts at

above nean sea

nore psi,

it's -- they've been supplanted, but that's not
rel evant anynore.
Q Anything nore on this slide, M. MBeath?
A No.
Q And this slide, | think, based on
M. West's revised testinony, we don't need to
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address, correct?

A That's right.
Q Okay.
A. | thought we were going to have a big

fight about it, but it looks like it's resol ved.

Q Okay. Then continuing with your
di scussi on about pressure, how this next slide
refers or relates to their pressure anal ysis?

A. Okay. So this zone, we know that Enpire
has started with that 1450 neasurenent. They've
assunmed they can take it down into San Andres for
conparative purposes. And then they've gone and
found an RFT neasurenent.

Now, there was a little bit of testinony
this norni ng about what an RFT tool is. Wen
wor ked for Schlunberger, | ran about 150 of them
And they are used usually the last run in a well
because you use the previous runs to pick the points
you're going to neasure. You have hydraulic pistons
where you can set that tool in the wellbore, push it
up agai nst the side of the wellbore. And then a
probe conmes out of the m ddle of that packer
section, goes into the reservoir, and then opens a
val ve and neasures the pressure there.

There's quality control that goes al ong
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with that. You're always watching a packer | eak.
| f you have a packer leak, it means you go back to
hydrostatic pressure in the wellbore. So that's --
those are the pressures he's used.

And if we | ook at those pressures, they
say sonething conpletely different than what --
Enpire is alleging that we've got connected zones
with fractures up and down through the San Andres
and the Grayburg. And | want to show you what |
mean by that on the next slide.

Q. Bef ore we nove to the next slide,

M. MBeath, you nentioned that Enpire was using
this data to establish a conmmunication -- a pressure
conmuni cation with the San Andres. And you were
present for all -- the testinony throughout this
case, and you heard all of the disputes over tops
and where the San Andres is and where the San Andres
isn't.

| wanted you to just -- you know, as you
speak through and tal k about these different
| ocati ons and depths, if you would just articulate
for us when you're tal king about what Enpire refers

to as the San Andres versus what may be Goodni ght's

di sposal zone or what -- just to be clear. COkay?
And here, we'll nmove on to the next slide
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because | think you're going to discuss it. What

does this next slide show?

A. Let's just briefly go to this slide. This
Is M. West's slide. 1It's the one that, | guess,
should be -- we should go back to the original one

where he's gone down to his different pressure. But
in the mddle, there's a -- highlighted in yell ow
the EMSU 211 RFT data. That's the data that he
| ooked at. That's the data that I'mgoing to talk
about on the next slide.

Q. Okay. Nothing el se here?

A. Not hi ng el se.

Okay. This is a sinple plot | made of
those RFT neasurenents. And it's a plot that |
woul d have made if | was sitting in a |ogging truck
doing logs in the Mddle East. You're taking those
measur enents because you' re | ooking for context.

You start deep. You make a neasurenent. You pl ot
it on your graph paper.

You come uphole to the next pick fromthe
geol ogi st, and you set the tool again. You make a
measurenent. And you're |looking for a gradient that
is reflective of the water in the -- in the
interval. You then keep com ng uphole and you start

to see a change in the gradient. And that's because
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you're noving into a transition zone.

Eventual ly you get -- with your stations
movi ng up the hole, you nove into the oil zone that
will have a different zone. And if there's a gas
cap in this reservoir, you get to a point where the
sl ope of the line goes quite vertical, and you found
the gas oil content. That's what you're trying to
establi sh when | ooking at these RFTs.

Now, if | |look at the measurenents between
the stations in this RFT, you've got pressure
di fferences of a couple hundred pounds or nore only
over 11 feet. O you' ve got 150 pounds over
21 feet. There is no liquid that exists on earth
that can explain -- that has enough density to
expl ain that kind of pressure difference froma
hydrostati c standpoint.

So what this is telling us is, those
stations are separated. They have intervening
formations that allow |l arge pressures to exi st over
short distances in the well bore, and that neans it's
not connect ed.

So | cannot square this data with a theory
t hat says we got fractures -- vertical fractures up
and down in the reservoir.

Q Curi ous about, M. MBeath, when one is
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running an RFT tool, where are they |looking to test?
| nmean, what zones are they usually trying to find
to test with an RFT?

A. Is usually setting the tool based on picks
froma geol ogi st, and the geologist will do it in
the best porosity. Because every tine you set the
tool, it costs noney. And you don't want to set it

in a shal e. You don't want to set it in a dense

interval and -- where you'll get a bad reading. So
you set it in the -- in the zones that would |ikely
produce.
Q Got it. Anything further on this slide?
A. One other thing. So you m ght be

wondering why is it that we've got these big
pressure differences? And it's got to be from
depletion. The intervals in the G ayburg have been
produced since the '30s, and you have wel | bores that
penetrate them and produce |aterally. But they

don't connect vertically. That's the point from

t hat .

Q Got it. Next slide. What do you have --
what's -- what does this data show?

A. Well, this is to show that |I'm not basing
this analysis on a single well. W were provided a

spreadsheet from Enpire that summari zed a nunber of
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RFTs that were taken, nobst of them about the sane
time as this. These were '86, thereabouts.

So we've got simlar kind of slopes that
don't fall on a -- on a normal hydrostatic |ine.
The big difference is in measurenments over short

di stances in the well bore.

Q Anyt hing further on this discussion?
A. No.
Q. Now, this next set of slides is a new

topi ¢ here addressing economc. You reviewed
Enpire's econom c anal yses?

A. Well, | did. | reviewed spreadsheets that
| received, and | had to do kind of a forensic dive
into these spreadsheets. The testinony that went
along with those spreadsheets did not describe in
much detail at all what was occurring there.

So we went into the spreadsheets,
under st ood how they worked, came up with a list of
guestions for you to use at his deposition, and got
sone further information. So | understand them now,
but they weren't well explained in the testinony.

Q And in the testinony, did it explain --
did it provide a hydrocarbon recovery factor? O
what was mssing fromthe testinony that you

didn't -- that you needed to | ook for?
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A. I never saw any di scussion about a
recovery factor. There's an inplicit recovery
factor if you dive into the spreadsheet, because
t hey use a dinmensionless curve, which we'll talk
about here in a mnute, and they shut off injection
after three, four volunes. And that happens to line
up on the dinensionless curve at 18.5 percent
recovery. But that's sonething | had to incur. |
never saw any di scussion on the recovery factor.

Q Why don't you wal k through these points
here that you identify as issues with your economc
anal ysi s.

A. Okay. So the first assunption that stuck
out to nme was that for every pattern that this
spreadsheet uses, they cal cul ate the hydrocarbon
pore vol unme based on 400 feet of thickness tines a
30 percent oil saturation.

And | specifically had you ask at the
deposition: Where does that exist? And the answer
was: |It's at the top of the San Andres.

So | took that and relied on it and went
and -- you'll see | did sone alternative
cal cul ations using the 400 feet top of the
San Andres that our experts |ooked at.

But in the last day or so we've heard
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testinmony that: Well, it's not really the top
400 feet. It could be 1500 feet, and it's -- that's

just the net 400 feet. And the spreadsheet doesn't
care if it's net or gross.

But -- the spreadsheet doesn't care, but
the field s going to care when you inject CO2 in
1500 feet or anything bigger than 400. You're going
to need of nmore CO2, and it won't be as effective as
t he di nensi onl ess curve says because you're going to
| ose a lot of CO2 into nonproductive intervals.

So when | heard that, | thought, well, |
really don't |ike these econom cs because of the
I nputs, but now they've becone totally irrel evant.

Q You nentioned it took you some uncovering
to figure out how M. West cal cul ated oil recovery.
Part of his econom c analysis also included CO2
recovery, as you heard fromhis testinony.

How di d you ascertain M. West's
calculated -- his analysis for CO2 recovery as part
of his econom ¢ anal ysi s?

A. We had to look in the nodel -- in the
spreadsheet nodel the sane way we did to figure out
the oil recovery. There's another dinensionless
curve in there that relates CO2 injection on a

hydr ocar bon pore vol une basis with CO2 production.
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That's inportant for the econom cs because they use
It to say: Hey, I'mgetting sone recycle here that
| don't have to buy. So it limts the amunt of CO2
that's required for purchase.

So it's areally inportant economc
paranmeter. There's no di scussion of where that
curve cones from the legitimacy of it, how it would
apply to 400 continuous feet, |et alone 1500 feet of
San Andres for flooding.

So | still don't really know where that
cane from It's in the nodel. |It's got a curve.
It's got an equation that they used to fit that
curve, but that's it.

Q Now, this is sonmething that M. --

Dr. Lake was going to address as nore specifically
in his testinony; is that correct?

A. | believe that's correct, yes.

Q Now, is it your understanding that this
econom ¢ nodel presented by Enpire is its evidence
that waste is occurring in the -- or would occur in
t he San Andres ROZ?

A. Well, |I'"ve either sat through or |istened
to everything that's happened so far. This is the
only information |I've seen that directly relates to

an estimate of waste.
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Q And that would be for the San Andres ROZ?
A That's correct.
Q Okay. Why don't you wal k us through the
last -- | think, did you talk about the |ast two

poi nts here?

A. Let me back up and hit that second one
again. So once we found that dinmensionless curve, |
think | asked you to ask Enpire the source of it.

We were provided two things. W got an SPE paper
that's identified there, and we al so got a
presentation fromthe same authors that had |argely
the sanme info

That paper was a scoping paper for the
State of Wonm ng to figure out how nuch -- if we
fl ooded every field in Wom ng, both inm scible and
m sci bl e, how much CO2 do we need on an
I nst ant aneous rate and how nuch do we need total ?
And they used -- they devel oped sone fornulas for
t hat .

The point is, the paper had nothing to do
with ROZ. It had nothing to do with New Mexi co ROZ.
It has one curve in there that's | abel ed San Andres,
and it doesn't say where that cane from So that's
the source of the curve.

Q Ckay.
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A. Let me hit the last two here. The oil
prices in the economcs are escalated. They start
out as $75. They escalate 1 percent. And that's --
that's the only price run they made. W' ve had very
| ow prices recently, and when you escal ate t hat
price out to the end of these economcs, it's close
to $120.

So seens to ne if you're trying to capture
certainty, you need to have sone other runs. So
|"ve redone sone price ticks that are flat and
for -- with sone futures prices.

Then the last thing has to do with the CO2
price. CO2 price is in the nodel because it's the
bi ggest cost in the CO2 flood. It's bigger than
capital expenses. And the assuned price is $1 MCO.
The way they get to that is they say: W think the
price today is about $1.50, and we think there's a
50-cent credit for -- 45Qtax credits. But that's
it. It's just an assunpti on.

My understanding of the 45Q tax credits is
t hat you have to have ant hropogenic CO2 or you have
to have -- get it from you know, a coal-fired power
plant or pull it out of the atnobsphere. | think
starting with the $1.50 is really low, and then

taking the 50 cents off is speculative. | don't
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know anybody who's actually got one of those

proj ects approved yet.

Q Now - -

A So that's it on those.

Q I think your next slide goes into these in
alittle bit nore detail, correct?

A. Yes.

Q Okay. What's this one related to?

A. You know, | kind of junped the gun and
described this. This is the Wom ng paper. It's

clear that it's not about residual oil saturation
zones -- or residual oil zones, and it's really not
about the Perm an or New Mexi co.

Anot her point 1'll make about this, the
paper was witten, | believe, in 2009, from nmenory.
So before 2010. And so we didn't have a whol e | ot
of ROZ projects at that point, maybe a handful. So
it's likely that if | bend over backwards and think
about what this curve represents, it's nore than
likely, if it's based on data, it's going to be
based on main pay information, which is different
t han ROZ.

And then one final point, it's -- you can
see on the x-axis that it's | abel ed Cunul ati ve WAG,

so CO2 plus water injection in hydrocarbon pore
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values. So it's a WAG di nensi onl ess curve. And we
heard from M. West that his nodel is nodeling

continuous injection. So it's different.

Q What's this next slide?
A. This is the CO2 production curve that has
no -- we just don't know where it came from But

you can see that at 1 pore volunme of injected CO2,
that's the x-axis -- and | apologize, if this is how
it existed in the nodel, it doesn't have | abels.

You get back or produce 95 percent of a pore vol une.

It seens like a really high return. You're only

| osing 5 percent of the CO2. It doesn't make a | ot
of sense.
Q | know | referenced that Dr. Lake was

going to address this, but based on your review of
Dr. Lake's work and your understanding, just as a
preview, why is it your -- why do you believe that

that seens like a high rate of return for that?

A. Well, it's the same 1 pore vol une of
injection. |If you go back to the -- we won't go
back to it, but I1'll tell you what the nunber is.

That 1 pore volunme of CO2 injection, you've
recovered 11 percent pore volune of oil.
So it seens like there's 6 percent pore

volume mssing. |It's kind of nonphysical. | don't
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know what happened to that other 6 percent. It

seens like it would have been filled up with CQO2.

Q Anyt hing further on this slide,
M . MBeat h?
A. No.
Q How about this next slide, what does this

show about your analysis of the econom c nodel
presented by Enpire?
A. So this is a chart of oil prices. The red

and the green lines that run up over tinme are the

assunptions in -- those are the assunptions in
M. West's nodel. You' ve got -- the green line is
for the 72 pattern. It doesn't take quite as |ong

to inplenment. And the red line is for the
250- pattern nodel that includes EMSU-B, additional
EMSU patterns, and AGU patterns.

The other two lines are ny sensitivity
runs. | put in a flat run starting at the sane
price that he did, $75. And then | went to the
futures market when | ran this, which was | eading up
to nmy rebuttal testinony, for a 30-day period, which
Is typically how we analyze future prices to take
volatility out of the curve. And you can see that
at that point in time, and still today, the futures

mar ket i s cautious about oil prices.
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At that point in time when | ran it, it
was in the low '60s. So |I've inplenented those
prices into nmy revised runs.

Q VWhat's this next slide show?

A. This is the results for the 72-pattern
anal ysis where |I've gone into M. West's spreadsheet
and |'ve done three things to it. |1've gone in and
|"ve adjusted the porosity. |'ve adjusted the oil
saturation. And |'ve adjusted the CO2 price. Well,
| say three things. |'ve also adjusted the prices,
too, so four things under two different price ticks.

The first colum -- | wish | could point
at this. But could you point at the m ddle col um
where they're highlighted in yell ow?

Yes. That's mnus $24 mllion. Prior to
the adjustnents, if you go up to -- above that you
can see M. West's answer was that the 72-pattern
was going to make $262 million.

So | changed porosity, not very nmuch. His
was 10. | changed it to 9.35. And I'll talk about
why | changed that and how | changed that in a
m nut e.

I changed the oil saturation to 10.39 from
his 30 percent. And then | made two different runs,

$75 a barrel constant, which results in a | oss of
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$24 million. Then on the futures market, which has
t hose decreasing prices out over tinme, the loss is
$84 mllion.

Let nme take a pause for a mnute and tal k
about why | made those adjustnents. So he said in
hi s deposition that he was | ooking at the top
400 feet of the San Andres. So | took the | og
anal ysis fromour experts, from Netherland, Sewell &
Associ ates, Dr. Davidson, and | tallied up the
average porosity and the average oil saturation in
the top 400 of the San Andres. And | substituted
it.

And so Dr. Davidson will talk about how he
got to those results. But this is a sensitivity
that doesn't just assunme a 30 percent oi
saturation. |It's based on anal ysis.

So those changed the hydrocarbon pore
vol une. For each 40-acre pattern, you've gone down
to about a third of the hydrocarbon pore vol unme
conpared to the assunptions that Enpire nakes. And
so that -- that's the first col umm.

The second col um of nunbers has an
additional correction, and that's changing the CO2
price back to the $1.50. And that's just renoving

the tax credit that's assuned and going with $1.50.
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And the results of that are bel ow, where the $75 per
barrel constant oil price | oses about $66-and-a-half
mllion and the futures price tick |oses
$127 mllion.
Q And you did a simlar analysis for the

72-pattern, correct?

A | did, yes, on the next slide.
Q Is that the next slide?
A. Yeah. | won't go over all of those

because the changes were the sanme in the nodel.
It's just using his 250-pattern nodel. He said
they're going to make $585 mllion. That's a
present worth nunber. But when you make the
corrections for just porosity and oil saturation
under the two price ticks, you lose $86 million with
$75 oil or you lose $215 million with the futures
price tick.

Simlarly, when you roll in the CO2 price,
you |l ose either $176 mllion or 370 -- $307 mllion.

Q M. MBeath, you heard today testinony --

this was on an assunption of a 400-foot interval,

correct?
A. My -- mne?
Q. Yes.
A Yes.
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Q And you heard today that Enpire is
actually looking at injecting CO2 across a 1200 --
or 1500-foot interval across the entire San Andres.

A. | heard illusions to that, yes.

Q Okay. How would that affect your analysis
here, your alternative pricing scenarios if you were
to actually try to inplenment this CO2 recovery
across a 1500 interval -- 1500-foot interval?

A 1500 interval with 400 net? |Is that what

you' re asking nme?

Q. Yeah.
A. | don't know that | could use this nodel
the way it is. You could change -- you could | eave

the 400. That would properly cal cul ate the
hydr ocar bon pore volume of the oil. The problem
woul d be on the CO2 side.

Because when you inject, there's no way to
tell the CO2 just to go into the zones that you're
worried about. The CO2 is going to go into the
zones that make up the difference between 1500 and
400 or 1200 and 400.

So you'd have to accommpdate -- sonehow
change the nodel to triple or quadruple the anount
of CO2 you need because you're going to | ose a | ot

of it.
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Q Explain if you would -- you were here for
OPS Ceol ogic's testinony about how -- about what
they found in terns of where the highest oi

saturations were |located in the San Andres?

A You'll have to show ne a docunent.

Q Okay.

A | don't renenber that.

Q Okay. Very well. Do you recall that the

testinony was that the highest oil saturations from
OPS Ceol ogic were in the | owest porosity interval s?

A. Oh, | do recall that, yes.

Q. Yeah. So how would that -- how woul d that
square with this -- with this attenpt to flood the
San Andres?

A. Well, you bring up a good point. The
nodel uses an average porosity, but if we've got
saturations that vary dramatically with porosity, it
seens |i ke the nodel needs to be -- recogni ze that
and maybe cal cul ate pore volune on nore of a packet
basi s where you could incorporate the right porosity

with the right saturation.

Q Anyt hing further on these pricings?
A. No.
Q What do these next series of slides show

about your econom c pricing scenarios?
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A. We can go through these next two pretty
qui ckly because they're just a visual representation
of what |'ve just shown on the previous corrections.
This is the 72-pattern cal culation. The
red line is over time how M. West's anal ysis adds
up to about $262 million of net present value. And
then you can see bel ow zero over time on ny

corrections under various assunptions.

Q So that's just tweaking the few vari abl es
you're -- you showed that the econom c nodel
woul dn't -- couldn't be econom c?

A. That's true. Porosity, oil saturation,

CO2 price, and then we've got the two different
price dex.

Q. And this is your chart for the 250-pattern
CO2 injection plan?

A. That's right. Simlar results, but scaled
up to the 250-pattern nodel; whereas, M. West's
anal ysis approach is $600 mlIlion net present val ue.
VWhen you naeke those corrections, all of the results
are losing noney to various degrees, as shown bel ow.

Q Now, in the next series of slides,

M. MBeath, | think we get into Dr. Buchwalter's
reservoir nodel. Just, if you would, give us an

overview of what this slide shows and what you're
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going to be tal king about.

A. So what |I'mgoing to tal k about is how --
as |'ve studied Dr. Buchwalter's nodel, listened to
his testinony, listened to the conclusions that he's

drawn fromits results, how |l've tried to keep in
mnd all of the data that | know about, that |'ve

| ooked at and contrast it with what he used in the
nodel to build his nodel and then to run his results
with history matches and future predictions.

So his nodel is relatively sinple.

It's -- you know, it's only got ten layers. The

| ayers are thick in sone places. He was really
intent on matching the oil in place, which |I'm not
sure that was a really good way to go because we
know t hat there was a | ot of uncertainty about the
oil in place.

If you go into the unitization hearing
from'84, they sort of conplain about the quality of
the | ogs that they had, because many of the wells
are fromthe '30s and '40s. So he kind of forced
the nodel to fit that original oil in place.

One of the things he did was to drop the
oi | -water contact fromeither 325 or 350 down to
366. That has the effect of killing a | ot of water.

| mean, that m ght be the reason why he had trouble
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finding water in the Grayburg. But he did that. |
didn't see a justification for it.

I would think that one of the things that
an operator would know, even in the '30s and '40s,
Is a contact. You'd know that in a wellbore. You
don't really know what the OO P is, but that was
sonet hing that he used as a linchpin to make the
nodel fit them

Q. Next slide?

A. Yeah. So the first thing | wanted to
show -- you know, | sat here and | |istened to
Dr. Lindsay's discussion of the -- principally the
Grayburg. He tal ked about -- | think it was 87
different zones in the Grayburg with interval s that
don't produce, intervals that do produce, different
stratigraphy. And I think about that conpared to
the five layers that Dr. Buchwalter has in the
Grayburg, and they really -- there's no way that the
nodel is going to capture the conplexities that
Dr. Lindsay tal ked about in the geol ogi c nodel.

So that's putting side by side to show
that, but | think that's pretty obvious.

Q Explain this next slide and how it relates
to your criticisms of Dr. Buchwalter's anal ysis.

A. So here's sone details. You know, there's

Page 136

Veritext Lega Solutions

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




© 00 N o O b~ W DN PP

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

John McBesth - April 11, 2025

Direct Exami nation by M. Rankin 137
been a | ot of questions about: What were the
pernmeabilities that Dr. Buchwal ter used? And maybe

t here was sone confusion over the |ast couple of

days.

But | pulled these directly out of the
nodel. So these are -- these are the
perneabilities, horizontal and vertical, in the
nodel. And the one that we'll have to tal k about is

the one that is | abeled Vari abl e because that
doesn't tell you nmuch. But let me go a little bit
further into this.

He's got -- you know, stay over on the
porosity side. He's got constant porosity up in the
Penrose of 6 percent. He's got 8 percent on an
average in the Gayburg, but variable. W've |ooked

at those grid ranges.

It's -- it is variable, but it's not that
much change. | nean, it's -- you think about a bell
curve. | think the | owest porosities are 6 and the

hi ghest are 12. That's not nuch of a range of
porosities, but it is variable. And on average,
It's -- average, it's 8.

But the confusing thing is, he's got
vari abl e porosity, but constant perneability. |

don't think |I've ever seen that in reality. | would
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have expected both to be variable. They' re sonmewhat
related, but he's got it in the nodel as -- at |east
hori zontally, he's got constant perneability in the
Graybur g.

We nmove down to the San Andres, you can
see he's got a constant porosity of about
6.4 percent. | talked to the fol ks on our teamthat
have done the | og analysis, and they say that's very
| ow, very low for the San Andres.

And we nove over to the perneability, and
| was prepared to say today that the range of
perneabilities that Dr. Buchwalter used to connect
up layer 7 and 8 was .1 to 12.8, because that's what
t he docunents have that |I've got. |'ve got output
from his nodel.

Apparently, though, he must have used a
multiplier that's buried in his nodel that we don't
have access to. M. West put up a hel pful slide
t hat showed that range is nore |ike as high as, one
cell, a darcy down to nmuch | ower. But those are
enor nous changes to nake.

The rest of the San Andres is 0 -- the
rest of the connection between 7 and 8 is 0. So
you' ve got zones around particular wells where

they -- drastic nodifications in the vertical
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perneability and at levels that | was surprised to
hear about today. Those are really high.

And the change is not just nade at the
wel | bore. The change is nmade in the entire block,

which is about 2 acres.

Q M. MBeath, we'd asked for those output
docunments from M. Buchwalter -- Dr. Buchwalter,
correct?

A We did. We had asked for them and we
got -- you know, | know there's a | ot of output from
t hat nodel -- and even now sonme of it with the wong
starting pressure. | wouldn't care that | had it at

this point. But we got sone initial grids that show
what ' s happening and the realization of the nodel.
We got 1986, where | pulled sonme of the other things
that I'Il show you, but we don't have every tine
step. We can't get pressure at every point in the
nodel because the only output pressure, if you

had -- if you had a well in the cell. And you don't

have wells in every cell

Q Anyt hi ng nore that you want to address or
di scuss on this -- on this slide?
A. One other thing. And this may cone up

wth other witnesses as our case goes on. W see

the level of the perneability that he's using, you
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know, upwards of 500 mlIlidarcies in the G ayburg.
Now, | know that in nodels, you often have

to increase the perneability by some factor to nmake
It work because we're scaling up well |evel
measurenments to field w de neasurements. But
typi cal scaleup factors are 8 to 12 tinmes. And when
|"ve | ooked at the perneability that | see,
particularly in one early published paper about the
field, you ve got porosities that are bel ow a
mllidarcy that go up to maybe in the 10s of
mllidarcies. | don't see any justification to take
the Grayburg up to 500 mllidarcies for horizontal
permeability.

Q One thing, before we nove off this slide,
M. MBeath. You and | were discussing previously
sone of the other factors that naybe were instituted
in this nmodel that m ght have contributed to the
Grayburg's lack of water. You nentioned one being,
pushi ng down the water contact. Tell us -- there
may be one or two others that we discussed. |If you
woul d just touch on it before we go off this slide.

A. Yeah. That's a good point. There are two
ot her things that were done in the nodel that I
t hi nk kind of precluded Grayburg water from being a

source of supply.
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One is pushing the oil-water contact down.
You know, you're losing a |ot of water that could
have provided some of the water that he's struggling
to find. And it conflicts with the published
oil -water contact that we have in reports from

earlier operators.

He al so used, in ny view -- and | think
we'll hear fromDr. Lake about this a little bit
nore -- a pretty high irreducible water saturation

conflicted with what was published in the
unitization hearing. So that freezes up water too.
Doesn't allow it to nove.

Then the final thing. |f you ook into

the nodel, you |l ook at the grids, he's got 0 net to

gross or basically nulled-out -- nulled-out grids to
the east in the -- in the Gayburg that prevents
water from noving fromthe east -- basically

prevents the edge water that's tal ked about in sone

of the Chevron papers.

Q Anyt hing further on these -- this slide?
A " msorry, | didn't hear you.

Q Anything further on this slide?

A. No.

Q Ckay. Next slide over here, | think you

have a few comments on, sone additional criticisns
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of Dr. Buchwalter.

A. Yes. So this was sonething that canme up
at his deposition, and he -- basically the
assunmption in the nodel is that anyplace there was
an oil zone, he assuned that an operator would have
conpl eted the whole oil zone.

So in the nodel, he lets any well that is
produci ng, it has to have schedul ed production for
that to occur, he allows it to produce from any zone
in the nodel that's got oil saturation.

But we know, in fact, the way that the
field was devel oped was that individual zones were
perforated and produced, depleted, and then there
were plug backs, there were deepenings. There were
wor kovers. And so he didn't know how oil actually
cane out of the ground and cane out of different
formations. He let themall produce.

So that has the effect of really nmessing
up the history match, because that schedul ed
production -- that's the one thing that you ki nd of
know happened. Stuff canme out of the well at the
surface, and he's letting it come out of all zones
wthin the nodel, whereas, it canme out of discrete
zones, Iin fact, in wells.

So it's -- you've got fluids noving around

Page 142

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



© 00 N o O b~ W DN PP

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

John McBesth - April 11, 2025

Direct Exami nation by M. Rankin 143
in the nodel that really didn't nove around, in
fact.

And the last -- on this slide, there's a
reference to after unitization, there were |like 270
wor kovers that included deepening wells, working on
wells, re-perforating, things |ike that.

Q Got it. Anything further on this
particul ar slide?

A. No.

Q. Let us know what this slide shows and how

it relates to your response to that --

A. Okay.
Q. -- stinulation.
A. So based on review ng all of

Dr. Buchwalter's work, based on listening to him
testify about it, he has concluded that the EMSU-B
unit, the EMSU unit, and the AGU unit al
communi cate. And he said that volunes nove between
them And | suspect it's a function of dropping
this oil-water contact dowmn. [|'mnot sure if it's
real or not.

But we know t hat surrounding at |east the
EMSU-B to the north, there are these other units
t hat have production. So if EMSU-B tal ks to EMSU
talks to AGU, why wouldn't they talk to these other
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units? So it's -- if he's going to take that
position, these other units and wells need to be in
his nodel, too, and they're not. There's just no
production, no wells. There's reservoir out there
in his nodel, but it doesn't have any wells in it.

Q And these other wells or production that
you're referencing, are they solely Gayburg
producti on?

A No. In fact, this was referenced in
M. West's discussion. He had tal ked about a field
far to the north, and | think this norning he
referenced San Andres production out of the North
Monument that's a source of w thdrawal out of the
San Andres.

So leaving all of these things out of the
nodel , just take the nodel farther and farther away
fromreality and take the results of it farther and
farther away fromthe liability.

Q | think you have a slide that will address
sone of those concepts later. But let's go to your
next slide.

Anything further on this one?

A. Only that | took this inmage from one of
Enpire's exhibits. [It's noted there.
Q What does this next slide refer to?
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A This came up earlier this norning too.
This is a -- an exanple of the database we were

given fromEnpire that shows we only have nonthly
production resolution back to 1970. Prior to that,
there's a single cunulative nunber that represents
all the production that occurred for this well up to
1970.

So | think at one point when the
conm ssioners were asking Dr. Buchwalter a question,
they said: Wien did the water start? And he sai d:
Ri ght away.

Well, it started right away in the nodel,
"Il give you that. But he told it to start right

away.
We don't know for each well when that cune

occurred, and that's 40 years of production. It

m ght have happened in the last five. It mght have

happened at the beginning. It m ght have happened
over the whole tinme period. That's a serious flaw
in the nodel. | don't know that it's -- there's
anything you can do about it, but it's a -- it puts
uncertainty on the results, in ny mnd.

Q Ckay. And that's just a limting factor
based on the avail abl e data, correct?

A. That's right, absolutely.
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Q Now, just in relation just -- how nuch of
the history of the production data are we talking
about that is based on cunul ative data?

A. So you've got -- he says he starts the
production in '"39. Let's just call it 1940. So
you've got 30 years of production before. And then
he goes forward in tinme, you know, to current. So
it'"'s alittle less than half.

Q Anyt hing further on this slide?

A No.

Q. Okay. What's this next one show?

A. We're going to get back to RFTs. You guys
are going to think I"'min love with RFTs, but
they're inportant because it's real data that we
have. | talked about how the RFT neasurenents
undercut what M. West has said, but it's also
i nportant to think about them when | ooki ng at
Dr. Buchwal ter's nodel.

So | described earlier that we had sone
limted informati on about the nodel. W were able
to go into some of the output that we were given
t hat gave us the gross -- basically the tops of
different nodels. And we can take the difference
bet ween these tops and cal cul ate the gross thickness

in different intervals.
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So the interval 7 that's shown on the
| eft-hand side of the page, that's the interval for
nost of those RFT neasurenents, where everything
except the deepest one, all of those neasurenents
were made where | showed 11 feet, you had a couple
hundred psi difference, you have 150-psi over
20 feet, and those really big pressure differences
that occurred over small depth differences in the
nodel .

The highlighted nunber in that |ayer 7
grid, which is 65 feet, that's the location -- |'ve
only cut out a little piece of the grid because it's
huge. That's the |ocation of the 211.

So at the 211, layer 7 is 65 feet thick.
So there's no way that his nodel could ever
accurately represent the real pressure differences
that we see fromthose RFT neasurenents.

If we nove over to the right-hand side of
the page, that's the thickness of |layer 8, which is
what he calls San Andres in his nodel. And it's
about 465 feet.

So, again, you can't represent the
difference in pressure that you see between those
| ast two RFT nmeasurenents when you have this thick

of cells in the nodel. Because the way the nodel
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works is that every tine step, you have a nateri al
bal ance, an equilibrium and in effect, absent
gravity, you have about the sane pressure in the
whol e cell.

So the whole 65 feet has about the sane
pressure, except for gravity effects. And sane
thing in the 465. This nodel will never represent

what is really shown in those RFTs.

Q Anyt hing further on this slide?
A No.
Q. Now, M. MBeath, previously you were

tal ki ng about sonme of the issues or concerns you had
about excluding imediately offsetting production
data fromM. -- fromDr. Buchwalter's nodel. |
think this next slide raises a broader concern about
sone of the assunptions about the size of the

San Andres in particular. |If you would just review
for us what your -- what your -- the point of this
slide is and how it relates to your assessnent of
the sinmul ation.

A. Right. So earlier today the question of
boundari es canme up and what's an appropriate
boundary to consider around the EMSU. So | |istened
to M. Melzer's testinony after the fact when | got

home, on YouTube. And | went into his exhibit,
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which | couldn't really see that well because it's
smal |, fine lines. But | zoonmed in, and |
hi ghlighted all of the fairways that | ook |ike they
were connected to the | ocation of the EMSU.

And | wanted to show that because the
scale of this fairway, which under his theory of how
an ROZ woul d occur has to do with pathways,

m gration pathways, and water noving from one pl ace
to another. So those zones are connected.
Ot herwi se, the fluid won't nove.

If we conpare that to the size of the
aqui fer that Dr. Buchwalter attached to his nodel,
sounds big in a vacuum 38 mles by 17 mles, but
it's tiny in conmparison to the actual San Andres
zone that is connected across, you know, two
counties in New Mexico and then onward into Texas.
So this is a huge zone that one mle or two mles
around EMSU is not an appropriate boundary.

Q. | want to ask you, M. MBeath, just to
ki nd of, you know, square that -- this concept with
sone of the data and sone of the anal ysis you've
heard and read and the testinony. And |'mthinking
I n particular about the results we're seeing and
|'ve read about fromthe water supply wells that

produce fromthe EMSU and then they did water
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di sposal wells that Goodni ght operates in
particul ar.

And if you would, just at a high |level --
because | know there are other -- other experts that
are going to testify about that, just for the
pur poses of the Comm ssion, relay your understanding
of how that data squares with and relates to what
you just told us about the size of the San Andres
here in these fairways?

A. So the productive characteristics of the
wat er supply wells and the injectivity of the
di sposal wells tell us that we're connected to an
enornmous reservoir. And |I'd add Rice to the I|ist
that you just told us about. The water supply wells
were able to produce continuously for |ong, |ong
periods of tinme wi thout any reduction in their
deliverability. So they nust be connected to a very
hi gh vol unme, | arge aquifer.

Conversely, when we go to the disposal
side in the sane zone, Rice has -- | had an
interview with Rice. They told nme that they have
seen no changes in their capacity to di spose of
water on a vacuumin their wells for decades. So if
the reservoir pressure is changing -- it can't be

that the reservoir pressure is changing if there's
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no change in injectivity of those wells.

Simlarly with Goodnight's wells, I|arge,
| arge volunes are able to be disposed of with
essentially no changes in the well deliverability.

Q So | guess just to -- just to draw this
all together, then, the point of this slide
conceptually is that what we're tal king about is a
gi ant ocean?

A. Well, you don't even have to believe ne.
You can | ook at their own expert who says this is

the pathway and this is all connected.

Q Anyt hing further on this slide?

A No.

Q Expl ai n what we're seei ng here.

A So this is a busy slide. | didn't nake
it. So I'Il explain what | think it says.

But | think this is a concept of howto
flood vertically with horizontal wells. M. Ml zer
specifically said there's no analog for this, that
it's an untested concept. | don't think it's
appropriate here with all the differences we' ve seen
In the RFT show ng that we do not have connecti ons.

Wt nesses tal ked about how you rely on
vertical fractures for this concept, and we can see

I n those pressure neasurenents that the zones are
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hol ding | arge pressures. |In other words, | can't
square vertical fractures with the pressures we see
in those RFTs that are not connected. So | don't
think this is a reasonable concept to inplenent
here.

Q And here, they're tal king about what
t hi ckness of reservoir interval is this being
applied to in this instance?

A. It's noted as greater than 250 feet thick.

Q. And it's not clear -- is it clear how --
that this could be applied to an interval of 1200 to
1500 feet there?

A. Not -- just based on this diagram no.

Q Anything further on this slide?

A No.

Q. Okay. What's this next slide show?

A. This next slide is another topic that
M. Melzer touched on. 1In the mddle of the slide
|"ve got a cutout of an exhibit that | pulled from

the Tall Cotton hearing that was done. There's been
a |lot of talk about Tall Cotton as an anal ogy.

And | wanted to -- there's been a |ot of
questi ons about whet her ROZ recovery factors --
that's a difficult question because there's not a

| ot of data avail able publicly. In Texas, nost of
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the ROZs, if not all, are comm ngled with nmain pay
ROZs. And in Texas, if you have a unit, you get one
production nunmber for the whole unit for the nonth.
So trying to figure out even increnentally what an
added ROZ project will do to a curve is -- there's a
| ot of uncertainty, and it's difficult to do.

But in Tall Cotton, we do have an
opportunity to | ook at the production, because all
of its related to ROZ. And we've got sone published
i nformati on about the oil in place. So you can
i nfer some residual oil zone recovery factors. And
| wanted to attenpt to answer that question.

But before | do that, there was an
implication that ROZ -- or that Tall Cotton was a
successful project. Based on what they had pl anned
to get and said they were going to get, it really
was not. It had sonme really |ower recoveries than
t hey expected. So we go through that first.

The nunber that | circled,

19 mllion barrels under one section was identified
by Ki nder Morgan in a hearing where they were asking
for some regulatory relief, and they said that
relates to a 400-foot thick interval. | scaled that
up because they ultimately found that they had
450-foot interval. | scaled that up from400 to
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450. And | scaled the 640 acres, the whole section,
down to the acres that they had at Tall Cotton,

whi ch was coincidentally al so 450.

So that 19 mllion barrels beconmes about
15 mllion barrels under Kinder Mirgan's
assessment -- all |I've done is scale it -- of ROZ

recoverable oil to the CO2 injection process.

Let's go to the next slide, and I'1|
conpare that to what | think they got.

So | have plotted the publicly avail able
data for the Tall Cotton project. And |I've nmade a
sinple rate cune plot and extrapolated that. |1've
been conservative. |'ve said: Let's allowthemto
go down to a O rate, which is probably not going to
happen. But if they were allowed to go down to a 0
rate, they can get -- their max EOR out of that
project is 4 mllion bars of oil. Conpare that to
my normalized recoverable ROZ that they expected.
15. 03, they've gotten |less than half of what they
t hought they were going to get. So it's not
successful .

And by the way, that project is not on
40 acres. It's on nore |like 10-acre spacing. So
all of the economcs that you' ve | ooked at from

Enpire, that's assum ng a 40-acre spacing. So the
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recovery factor is going to be below -- 40 will be
| ess than 10 because you're contacting | ess
i nterval s.

| want to do one thing. | want to go back
one slide and make anot her conpari son.

If you nove up in that matrix, there's a
63 nunber. That's the oil in place. W need that
number to al so be scaled, and |I'm not going to bore
you with the math, but if you scal e that
63 mllion barrels to the right thickness and the
ri ght acreage, you end up with al nost exactly
50 mllion barrels of oil in place in the ROZ

You conpare that 50 mllion to the 6.4
we' ve seen on the extrapol ated producti on curve,
that math gets really easy, because 50, if you
double it, becomes 100. So you double 6.4, you're
at 12.8. So that's about the recovery factor at

Tal |l Cotton.

Q Anyt hing further out of these two slides?
A. No.
Q Okay. Explain what you're seeing on this

slide. You nentioned that you had intervi ewed
sonebody from Rice Operating. Explain who you spoke
to and why you did.

A. Sur e. So |l -- on March 26th, | had a
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conference call neeting with M. Scott Curtis, who |
guess at one point was going to testify and
ultimately is not. But | think the resolution of
that was that we were allowed to talk to himand
perhaps add to our testinony. And that's what |'m
doi ng here.

| talked to M. Curtis about his wells. |
tal ked to himabout the history of his wells, his
experience with drilling wells, and his experience
with whether his wells disposal capacity has changed
over tinme. And what I'mreally thinking about is
Dr. Buchwalter's nodel has already told us that he
beli eves the San Andres has started increasing in
pressure, depending on which run you |ook of his, as
early as 2018.

So if the pressure has started going up in
the San Andres, in reality, then people who are

contacted to that zone should see effects on their

wel | s.

And M. Curtis reported they di sposed of
their water by just -- on a vacuum pouring the
water into the well, in effect. And the way they

test it is, occasionally they |oad the wel
continuously, nmeasure the volunme over a particul ar

period of tinme to see what the max di sposal rate is,
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and absent well problens -- like you're having to
clean up a well bore or get fill out of a well,

absent those things, he has seen no reduction in his
wel | s max capacity over tinme, which neans the
reservoir pressure hadn't changed.

Q And your understanding fromM. Curtis is
that Rice has been able to inject on vacuum for the
entire history of its disposal operations?

A. That's right. That's right.

Q And that's true. Did they use punps or
conpression for any of their wells? |Is that your --

A. No. It's just -- | mean, literally don't

dunp it in the well, but it's just disposed of by a

vacuum -- on a vacuum
Q. Anything further on this slide?
A. You know, the |ast comment there about

conparing this pressure to Dr. Buchwal ter's nodel,
| "' m not concerned about that because of this change
in the pressure. W know that many of his runs
really don't result -- have any reliable results.

Q Did you want to comrent on the EME-H20
wel| data we got fromthe data survey?

A. Sure. So that well -- that well had a
measurenment. | think it's the ol dest measurenent we

have in the San Andres, 1959. I f you | ook at the
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history of the well, the neasurenent is made just
four days after the log is run.

So this is, in all likelihood, prior to
Injection. | nean, it's a -- this is our best
measurenent in the San Andres. The neasurenent at
5,000 feet, the pressure is 1800-psi. |If you do the
mat h, the gradient is about .36. | nean, nost of
the gradi ents when you | ook at them 1450 even,
go -- find that wellbore, find its depth, that that
measurenent would be made at, it's about .37.

Sone of the recent pressures we see in
the -- in the Goodnight wells, .38. | nean, the
pressures haven't changed very nmuch at all over
time. It really conflicts with the theory that
| ooks to the RFT neasurenent at 1245, 4,006, that
there's been a big decrease in pressure in the
di sposal zone.

Q. Based on that, you' re saying, M. MBeath,
that it doesn't appear that there's been any change
or any effect on the reservoir pressure within the
San Andres over all of these decades?

A. Not based on the data |'ve | ooked at, no.
If it is, it's very mnor.

Q And if you would just conceptually relate

t hat back to our discussion about the size and scal e
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of the San Andres just briefly so we --

A. So it makes sense when you think about the
ability of the wells to dispose of fluid, |arge
vol unes that haven't changed over tine, the ability
of the water supply wells to produce for | ong
periods of time w thout any degradation in their
deliverability, you nust have a very, very |arge
reservoir for that to occur

Q M. MBeath, nmoving on to your |ast slide
here, these are your conclusions. |If you would just
sunmarize at a high | evel your final opinions on
where we stand today -- where you stand today.

A. So based on everything |I've | ooked at and
|istened to their side, read all of the testinony
that |I've reviewed, | have not seen any credible or
di rect measurenent evidence of a viable econom c ROZ
project. The log analysis that was provi ded that |
| ooked at and conpared with actual tests just
doesn't square with the real data. It's wildly
optimstic.

That's the first concl usion.

The second one is that both of their
W t nesses, M. West and Dr. Buchwalter, rely on very
scant data, none of which, in the case of

Dr. Buchwalter, was actually nmade in the San Andres
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di sposal zone, which is the zone we ought to be
concerned about, the zone that Goodnight is
di sposing into.

The RFT measurenments we've gone over a
bunch of tines. Those |arge pressure differences
over very small depth differences in the well tells
us there are not connections vertically in the wells
where they neasured that.

And then the Enpire econom cs, the ROZ
fl oods econom cs, which | suppose is their evidence
of potential waste, | believe is not reliable and
has many i nputs that are unsupported and are
unreasonabl e. And when you correct those, they
drive the project econom cs negative.

And then we've just gone over the
Dr. Buchwalter information where he's failed to
I ncorporate actual, known data and conplexities into
the nodel. And, therefore, any conclusions that you
draw fromthe nodel are really suspect.

And then finally nmy overall conclusion is:
Based on everything |I've seen -- obviously, it's the
Comi ssion's decision, but | don't see the evidence
to support a drastic change in the status quo, which
was the use of the San Andres di sposal zone for over

60 years. There's just no direct evidence of any
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ef fect between the disposal and the production of
Enpire in the EMSU.

Q Do you have an opinion, M. MBeath, about
whet her Enpire's production operations and Goodni ght
M dstream s di sposal zone are in conmmunication?

A Well, | certainly haven't seen any direct
evi dence of that. And based on the characteristics
of the wells that we know that are in the disposal
zone and the fact that we don't see any effect on
t he EMSU production curve on the total vol une of
fluid that's being produced, it's staying about the
sane, it looks to ne |like they can coexist, stay out
of each other's way, as |ong as we -- Goodni ght
stays in the disposal zone. And anything that
happens above the interval where we drilled through
and had | osses, you know, they can go -- do what
t hey want .

Q Do you have an opi nion about whether -- |
think you addressed it just now -- whet her
Goodnight's injection is inpairing in any way
Enpire's correlative rights in the G ayburg zone --
or the zone above Goodnight's injection?

A. | nmean, that's a followon of the opinion
that there's no connection between the two. And |

have -- been confusing. Sone w tnesses have said if
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you inject into an ROZ zone, nothing noves. O her
w t nesses have said it pushes oil off the |ease.
Well, | thought it was an ROZ zone, so |
don't see how correlative rights could be inpaired
by sinply injecting into an ROZ zone where the
oil -- an alleged ROZ zone where the oil can't nove.
Q Any opi ni on about whet her Goodnight's
i njection is causing waste?
A. | certainly haven't seen evidence of that.
| don't believe so.
Q. And | want to just touch on -- | nentioned
this or asked this question, but | don't think you
answered it. But have you been involved in cases

where SWDs have actually been shut down by an

agency?

A. | have, yes.

Q. And what kind of evidence or what were
the -- what were the facts that were presented that

caused a shutdown in those cases?
MR. WVEHMEYER: We have an objecti on.
None of this is disclosed -- none of this is
disclosed in the witness statenents. W haven't
recei ved any docunents on this.
So all of this is brand-new. W've never

been provided it. W object that this was due | ong
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ago, if this is the tack they wanted to take.
HEARI NG OFFI CER HARWOOD: Response?
MR. RANKI N: Il will withdraw the
guestion. It's part of his experience that he
brings to the table. And if it's a problemfor them
to hear it, then, you know, | don't have to ask it.
HEARI NG OFFI CER HARWOOD: Okay. Al
right. That solves the problem
Q (By M. Rankin) M. MBeath, you've heard
the Comm ssion grappling today with its questions
and the last -- over the weeks with wei ghed issues
that are before it.

But | -- and | think you kind of answered
this question, but | just wanted to ask: Are
Enpire's existing and potential ROZ devel opnment and
Goodnight's injection in the San Andres di sposal
zone nutual ly exclusive, in your opinion?

A. In my opinion, they are not. | believe
t hey can coexi st.

Q. What's your -- Commission is in here,
t hi nk, | ooking for recomendation fromboth Enpire's
w t nesses and experts and Goodni ght's w tnesses and
experts. Gven all that you' ve seen and heard and
based on your experience, do you have a

reconmendati on for what the Comm ssion should do in
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terns of the status quo?

A. | don't see any reason to change the
status quo. The Comm ssion obviously has ongoi ng
jurisdiction should sonething change. W' re not
saying that this is the end of the analysis. |If
anyt hi ng changes and new data becane avail abl e,
suspect it would be brought to your attention.

But as | sit here, | have not seen direct
evi dence of any effect of Goodnight's operations on
Enpire's operations.

MR. RANKIN. Thank you very nuch,
M . MBeat h.

At this tinme, M. Hearing Oficer, | have
no further questions of the wtness and nake hi m
avai l abl e for cross-exam nati on.

HEARI NG OFFI CER HARWOOD: Al l right.
It's alnmost 2:00. Why don't we take a 15-m nute
br eak. Let's see, it's -- we'll call it 1:55.
Let's be back at ten after 2:00 since we're short on
time this afternoon.
(Recess was taken from1:54 p.m until 2:09 p.m)
HEARI NG OFFI CER HARWOOD: Are we back
on the record, then?
"Il take silence as a yes.

Al right. If -- M. Whneyer, are you
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doi ng the cross?

MR. WEHMEYER: Yes. Cory Wehneyer
for Enpire.

HEARI NG OFFI CER HARWOOD: Al l right.
M. MBeath, I'Il just rem nd you you're under oath.

JOHN McBEATH: Thank you.

HEARI NG OFFI CER HARWOOD: Ch, before
we proceed, though, doing the arithnetic, we' ve got
just about an hour-and-a-half left for
cross-exam nation, not only of Enpire but everyone
el se and then questions fromthe Comm ssi on.

So in all likelihood, we wll have to have
this witness cone back sonehow, even if it's just
virtually.

M. Rankin, can you provide sone insights
on that?

MR. RANKI N. Thanks for asking,

M. Hearing Oficer. Yeah, | discussed with
counsel, M. MBeath will be available virtually
when this hearing resunes, however he won't be able
to be in person. When he does appear virtually, his
wfe will have undergone knee repl acenent surgery.
He's the primary caregiver.

So just ask for some accommopdations in

ternms of his ability to go check on her and naybe
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sone -- occasionally longer breaks so he can neke
sure that she has what she needs.

But other than that, he'll be avail able
for cross as long as M. Wehneyer or any of the
parties, including the Comm ssion, have questions of
hi m

HEARI NG OFFI CER HARWOOD: Okay. Any
problemw th that from Enpire?
MR. WEHMEYER: No objection from

Enpi re.

HEARI NG OFFI CER HARWOOD: Anyone el se
OCD? Rice?

MR. MOANDER: No objection from OCD
at all.

MR. BECK: No objection from Ri ce.
MR. SUAZO. No objection fromPil ot.
HEARI NG OFFI CER HARWOOD:  Al'l right.
Okay. W thout further ado, M. Whneyer, take it
away.
MR. WEHMEYER: Thank you.
CROSS- EXAM NATI ON
BY MR. VEHMEYER:
Q M. MBeath, | want to start a little bit
w th your experience and background. As you

di scussed that with M. Rankin, have you ever
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actually worked with an oil and gas producer

I n- house?
A. I n- house, no.
Q So if the Conm ssion wanted to know about

any of your experience in-house with an operator on
an EOR project, a CO2 project, an ROZ project, or
just even primry recovery, you couldn't tell the
Comm ssi on about any experience |like that in-house
with a producer, could you?

A. Well, 1've reviewed nmany, nmany in-house
docunments as part of the study | was descri bing
about tracking CO2 from Bravo Donme and Nagel | a Done.
Some of those were studies that predated any of the
Wasson original Denver unit information.

So al though | have never worked for an
operator, | have worked hand in hand with themas a
consultant. And | think ny experience covers
multi ple operators in that realm

Q Circling back to my actual question, which
was: |If the Comm ssion wanted to hear about
experience you had actually working in-house for a
producer, you couldn't tell them about any of that
ki nd of experience, could you?

A. If in-house experience is the rel evant

question, | cannot say anything about that.
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Q Now, in terns of the tail end of your
testi nony, you used the -- a phrase several tines,

and | want to focus in on it to nmake sure |
understand. You said that you haven't seen, quote,
"direct evidence,"” and you used that phrase three
times. What is direct evidence?

A. Act ual neasurenents, |ike pressure,
effects on production. All of the information that
|'ve seen are inferences. Calculations of a
simul ati on that we've shown have got numerous i nput
problens. So that's an indirect neasurenent.

Q I know you have not testified at the OCC
or the OCD before. [It's not your suggestion that
this Conmi ssion is sonmehow limted to,
guot e/ unquote, "direct evidence," as opposed to
circunstantial or other inferential evidence in
maki ng their decision, is it?

A. I think the Comm ssion can deci de what ever
evi dence they want to | ook at.

Q Additionally, you used, in response to the
cl osing questions from M. Rankin, the phrase
"waste" several tines. You spoke to production
of -- protection of correlative rights. Do you
remenber that?

A. Yes.
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Q Those are phrases that you're famliar
with?
A. Those are phrases that | use, and | have

an understandi ng of them

Q Addi tional ly, "production in paying
guantities" is a phrase that you use, yes?

A Absol utely.

Q You're very famliar with production in

payi ng quantities?

A You know | am

Q. Production in paying quantities would
constitute an econom ¢ anal ysis that woul d excl ude
CapEx expenditures and give only consideration
merely to recurrent revenue agai nst recurrent
expense; is that right?

A. Production in paying quantities is an
anal ysis that relates to a producing well and
whet her or not that well can hold a lease. | don't
see any applicability of production in paying
gqualities in the real mof a future project |ike ROZ

Q My question -- if you'll just listen to ny
question. |In every context you've understood the
phrase "production in paying qualities,” it has
required all exclusion of CapEx expenditures and

woul d only give -- give consideration to both actual
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and anticipated recurrent revenue agai nst recurrent
expense, true?

A. Anti ci pat ed?

Q Prong 2 of a production in paying
guantities.

A. So you're tal king about the Pattern Jury
Charge of Texas?

Q And |I'm actually going to show you a
different state as well. But ny question is: Based
on your experience, production in paying quantities
excludes all capital expenditure and gives
consideration only to recurrent revenue and
recurrent expense, both actual and anticipated in
the future?

MR. RANKIN. M. Hearing Oficer, |I'm
going to object to the questions. It's outside the
scope of M. MBeath's direct testinony and ny
exam nation of him He nmakes no reference to
produce -- PPQ analysis in any of his assessnents or
in any of his testinmony. And | didn't ask hi m about
it.

HEARI NG OFFI CER HARWOOD: Wel |, he
testified at | ength about his views on the
econom c -- econom cs of the proposed CO2 EOR

project. So | think the door is w de open.
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I'"ll overrule the objection.

A. Can you repeat 1t?

Q (By M. Wehneyer) O course. Wth respect
to all of your experience in the history of tine
with production in paying quantities, that would
requi re exclusion of all capture expenditure and
consi deration be given only to recurrent revenue
agai nst recurrent expense, both actual and
anticipated. |Isn't that true?

A. That is true. But also all of ny
experience relates to existing producing wells
trying to hold the | ease.

Q. Now, if the Conmmi ssion wanted to know
whet her you've run any econom c cases that would
excl ude consideration of capital expenditure, you've
not done that; isn't that right?

A. | have done the adjustnents that | just
testified about. W didn't tal k about capital
expenditures at all.

Q Your nodel includes capital expenditures
as part of the expense case, doesn't it?

A. Just as M. West's does.

Q My question to you was: |f the Conm ssion
wanted to know whet her you have an econom c case

t hat you've run here that would exclude capital
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expendi tures, you have not prepared that case, have
you?

A. | have not.

Q You can tell the Conm ssion that if you
had prepared such a case, excluding capital
expendi ture under any of the variable scenarios you
changed, it would be a profitable enterprise?

A. Don't know wi t hout running the nunbers.

Q Just because counsel brought up the
concept of waste, just very high level, are you
aware that the Constitution of the State of New
Mexi co charges the State with protecting the natural

resources for the people of the state?

A. No.

Q. You know Texas does, doesn't it?

A. Generally | know that, yeah.

Q It wouldn't be a shock to you if New

Mexico |ikew se had made a part of its Constitution
that the State has a duty to protect for its people
its precious natural resources?

MR. RANKIN:. Objection. He's asking
a |l egal concl usion.

HEARI NG OFFI CER HARWOOD:  Overrul ed.
Sounds to nme like it's probably quoted | anguage from

t he Constitution, which wouldn't be a | egal
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concl usi on.

A. That woul d not surprise ne.

Q (By M. Wehneyer) Right. And obviously,
oil would be a precious natural resource of the
State of New Mexico?

A. In the abstract, yes.

Q And as we bring this away fromthe
abstract and talk concretely here on the EMSU, you
can tell this Comm ssion that approxi mately
60 percent of the mnerals that Enpire's here
fighting for is owed by the State of New Mexi co;
isn't that correct?

A. | could only parrot what M. West said. |
haven't studi ed those percentages.

Q. You have no reason to dispute that
approxi mately 60 percent of the mnerals that
Enpire's here fighting for are owned by the State of
New Mexico; isn't that right?

A. | cannot dispute that.

Q You cannot dispute that approximately
20 percent of the mnerals that Enpire's here
fighting to protect is owed by the BLM?

A. | wasn't paying as close attention for
t hat nunber, but if you represent that to ne, |

don't dispute it.
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Q Wth respect to -- and | appreciate you
saying generally you would agree with 60 percent is
owned by the State of New Mexico and 20 percent by
t he BLM
In terns of the pore space that this
saltwater injection is entering right now, you can
tell this Comm ssion that the saltwater, as we sit
here right now, is entering into pore space that is
owned by the State of New Mexico and Enpire; isn't
t hat correct?
MR. RANKI N. Objection, foundation.
M. MBeath has no knowl edge of the ownership of the
surface or what the |laws are in New Mexi co governi ng
pore space. There's no basis for the question nor
did | address it with himin direct exam nation or
during his presentation.
HEARI NG OFFI CER HARWOOD: Can you | ay
some nore foundation?
MR. WEHMVEYER: | absolutely can.
Q (By M. Wehneyer) M. MBeath, did you just
testify in response to M. Rankin's direct
testinony -- direct questions that you had sat
t hrough the entirety of these proceedi ngs as part of
your expert work, |ess and except sone tinme driving

on the road in which you participated by YouTube to
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ensure that you heard every word of testinony?

A. And the half day where | went back to
study Buchwalter's new stuff.

Q So you've sat -- as part of your expert
work, in terms of taking the oath and offering
opinions to this Comm ssion, you've |istened to al
of the w tnesses?

A. Effectively, | have, yes.

Q And have you heard about the actua
al |l eged | eases here that Goodni ght clainms which are
about 5 acres in size?

MR. RANKIN. Objection --

A | don't --

MR. RANKIN: -- foundation. There's
no basis in the record for M. MBeath to know what
the | ease size is.

Q (By M. Wehneyer) Let's take this -- go
ahead, sorry.

HEARI NG OFFI CER HARWOOD:  Sust ai ned.

Q (By M. Wehneyer) If we take this
hypot hetical, if hypothetically Goodni ght had

acquired a 5- to 10-acre surface | ease from heavens

to core -- are you with me so far fronf
A. From who?
Q. From heaven to core?
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A. Oh, okay. Yes, I'mwth you.
Q You're with nme so far on that

hypot heti cal ?

A. Yes.

Q You can tell this Conm ssion that within a
matter of days, the saltwater injection would have
gone far past that rectangul ar cube from heaven to
earth and entered into other owners' adjoining pore
space; isn't that right?

MR. RANKIN:. CObjection, M. Hearing
Oficer. M. MBeath has done no anal ysis of the
radi us of influence.

HEARI NG OFFI CER HARWOOD: It's a
hypot hetical. Overrul ed.

A. | cannot specul ate on days, no.

Q (By M. Wehneyer) So as part of your work
here in offering opinions to this Comm ssion about
what they should do by way of allow ng Goodni ght to

continue, you haven't analyzed where the saltwater

i's going?
A. No.
Q Doesn't that seem |i ke an inportant

undertaking in terns of avoi dance of waste?
A. In nmy experience, that particular analysis

Is not part of the regulatory review when | ooking at
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applications for injection and di sposal wells. It
certainly isn't in Texas, and to ny know edge, it's
not in New Mexi co.

Q Earlier, M. MBeath, you tal ked about the
| nportance of -- as a scientist of listening to all
of the information and | ooking at the testinony

that's cone in. Do you renenber that?

A. | don't think |I referred to nyself as a
scienti st.
Q Woul d you -- you di sagree, not a

scientist?

A. ' man engi neer.

Q. Okay.

A Yeah.

Q. Engi neer. And but -- so help ne

understand this. Did you make | og picks here in

terns of the top of the San Andres?

A. Did | personally?

Q. Yes.

A. There's only, | think, one instance where
| | ooked at picks. | didn't make the picks. |

referred to historical picks in sone water supply
wells surrounding the 211 well.
Q Ckay. So as we tal ked about the concept

of scientists versus engi neer. You have not mde
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any personal picks here that you would say with
engi neering probability, you're willing to put your
hand up in that stand and say: This is the top of
the San Andres, true?
A. That has not been ny role here. There are
ot her witnesses that are going to tal k about picks,

but not ny role.

Q Is that -- is that witness Preston
McGui re?
A. That's probably one of them yeah.
Q. On his best day, he would be an engi neer;

isn't that right?

A. | don't recall if he's an engineer or
geol ogi st.
Q. Now, you have worked with Goodnight in the

past, haven't you?

A. | have a bit in the past, yes.

Q You' ve personally worked in dispute
litigation matters with Goodni ght?

A. Not matters. One other matter.

Q And you have a partner that's worked with
Goodni ght on nunmerous transactional matters as well ?

A. What do you nean, "transactional matters"?

Q Regul atory, sonething not disputed, us

getting to conme here and fight together.
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A. O Comm ssion work, sure.
Q Sure. Okay. Now, | renmenber, in review
of your deposition, that you volunteered -- and
you -- you know, you have to keep track of your past

testifying engagenents and who you wor ked for,
because all of that kind of comes back to the issue

of bias and who is the guy and --

A. Sure.

Q. -- what's he done with them Yeah.

A Yes.

Q. I n your deposition, you couldn't renmenber

what the case was that you hel ped Goodnight with in
a dispute litigation context. Do you renenber, you
couldn't recall the name?

A Yes, | do renmenber that.

Q. If I give the nane just to see if these
hel ps refresh your menory, was it PPC Energy, LLC,
and Priest vs. Goodni ght?

A. No.
Q Are you famliar with that case?
A. Very vaguely. | didn't participate in it.

|"ve read about it alittle bit, but that's it.
Q You can tell the Commi ssion, based on
readi ng about that case, that Goodni ght was held

accountable for commtting waste of natural
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resources and had to pay a settlenent to aggrieved
m neral and producers?

MR. RANKIN: Objection. M. MBeath
just testified that he didn't have any real personal
know edge about that case.

A | don't know what the resolution of the
case was.

HEARI NG OFFI CER HARWOOD: Hol d on.

JOHN McBEATH: |'m sorry.

HEARI NG OFFI CER HARWOOD: It's
overrul ed.

Go ahead.

A | don't know what the resolution of the
case was.

Q (By M. Wehneyer) Well, tell, then, the
conm ssi oners what you do know about that case.

A. The only thing I know, | think it -- from
menory, one of my ex-partners may have been invol ved
init, but I don't really know that for sure. |
think it was in Reeves County.

Q Judge Swanson, and there's now a published

opi ni on that discusses the comm ssion of waste and

the -- that fact that Goodni ght actually settled out
of 1t?
A. We're going to find out a | ot nore about
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It by | ooking at an opinion than what | know about
the Priest case.

Q Can you help the Conm ssion and tell them
about an experience that you've been involved in in
whi ch a commercial SWD operator permtted new wells
and began injecting into, as a comercial matter, a
designated oil unit?

MR. RANKIN: Objection, M. Hearing
Oficer. | asked M. MBeath to discuss his
experience with SWbos. M. Wehneyer objected and
prohibited ne fromeliciting his testinony.
Therefore, it's outside the scope of cross. | do
not understand why he is permtted to inquire on
this type, nunber one.

Nunmber two, the case that M. Wehneyer is
referring to is a case that not -- in ternms of bias
or any concerns, M. MBeath didn't work on, but his
former partner did. He has not laid a foundation
how, in any way, M. MBeath woul d be biased by the
fact that his ex-partner nmay have worked on that
case.

HEARI NG OFFI CER HARWOOD: Wl |,
credibility is always an issue in any case.

So the objection is overruled. It will go

to the weight, but not the admssibility of the

Page 181

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



© 00 N o O b~ W DN PP

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

John McBesth - April 11, 2025

Cross- Exam nation by M. Whneyer 182
t esti nony.
MR. WEHMEYER: Thank you.

Q (By M. Wehneyer) So the question | had was
actually different than the one that your counsel
asked that was outside of your w tness statenents.
"' m not asking about an instance in which you saw
saltwater permts revoked, which was not in your
report and what he asked you earlier.

What |'m asking you is: Are you aware, in
your years of experience, in which there was an
exi sting designated oil production unit and a
commerci al sal twater di sposal operator permtted new
operations within the boundaries of the unit, yes or
no?

A. Well, | have to ask a clarifying question.
You're saying unit. Are you tal king about a
drilling unit? A secondary recovery unit? What are

we tal ki ng about ?

Q Secondary recovery unit.

A. | can't think of any instance where |'ve
seen that.

Q And you had how many decades of experience

bef ore you sat in the chair today?
A. | guess it's getting close to four.

Q So wth four decades of experience, if
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this Conm ssion wants to know, can you tell them
about an instance in which a regul atory body, be it
I n Texas or New Mexico or Wom ng or North Dakota or
Loui si ana or any other place on the face of the
pl anet, a conm ssion authorized a comrerci al
sal twat er di sposal operator to inject into a
secondary recovery unit that had been established?
You can't recall one, can you?

A Ot her than this one?

Q. Yes.

A. | can't, but I wouldn't do it from nmenory.
I f soneone asked nme to do that, |I'd go research it.

Q. " mgoing to publish a couple of slides
here just -- as we tal ked about the concept of
payi ng quantities, in, you know, your report, your
deposition, you speak of econonmic -- econonically
recoverable -- technically recoverable -- | nean,
you' ve introduced the concepts of econonmi cs into
everything that you' re doing here, haven't you?

A. Much of it.

Q. And, in fact, if the Conmm ssion wants to
know, you are the only witness in this case for
Goodni ght that will be testifying on econom cs;
isn't that correct?

A. | don't know if that's true or not.
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Q Stated differently, as you reviewed all of
these witness statenents, you didn't see anybody
el se besides yourself that would help this
Comm ssion with econom c testinony as concerns
Goodni ght, true?

A. | don't know if that's true. There's been
sone new reports put forward that were surrebuttal,
and |'d have to |look at those to tell you for sure.

Q Al right. Let's take this in pieces.
Earlier you said you know production in paying
guantities at least in the state of Texas, but you
weren't sure on the state of New Mexico. And here
is a Suprenme Court of New Mexico case discussing
payi ng quantities generated i ncone agai nst operating
costs, and it actually cites the Sem nol e Texas
Suprenme Court case Clifton v. Koontz, which you're
fam liar with?

A. Yes.

Q It | ooks identical to -- as you understand

it in Texas. Yes?

A. Vhi ch | ooks identical ?
Q The paying quantities analysis in New
Mexi co.
A. It's identical, and it's also referring to

keeping a | ease in place.
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Q Next one.
Wth respect to the New Mexico
Constitution, do you see that the -- in terns of
what this Comm ssion is doing here, is: The

protection of the state's beautiful and heal t hf ul

environnment. |It's of fundanental inportance to the

public interest to health, safety, and general
wel fare that the |egislature shall provide for
control of despoilnment of natural resources of the
state consistent with the use and devel opnent of
t hese resources for the maxi mum benefit of the
peopl e.
| read that generally correctly on the
part we care about here?
A You di d.
Q. It would be consistent with how you
under st and Texas is di scharged?
MR. RANKIN. Objection, M. Hearing
Oficer. He's asking for a conclusion -- a |ega
concl usi on about conparing New Mexico | aw
constitution with Texas law. M. MBeath is not a
| awyer.
HEARI NG OFFI CER HARWOOD: I m not
sure it's a legal conclusion. [It's just asking to

conpare the | anguage.

185
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Overrul ed.
A | can answer? | suspect there's sone

simlar provision in the Texas Constitution.

Q (By M. Wehneyer) | hope we could all agree
that in listening to all of the testinony in the
case, this Comm ssion should be vitally concerned
with protecting this state's natural resources for
t he maxi mum benefit of its people, especially here
where 60 percent of those resources are, in fact,
owned by the people. You agree?

A. | don't think we have to tell the
comm ssi oners there.

Q. Let me have the next slide.

The Conmm ssion's enpowered to prevent
waste. Go to the next slide.

We've tal ked about waste. And what's your
under st andi ng of what prevention of waste is?

A. It would be inpacting econonically
recoverabl e reserves, be they gas or oil.

Q O just tending to reduce the total
guantity of crude petroleumoil recovered, yes?

A. | think there's an inplicit economcs in
t here, because it's not reasonable to assune this
woul d apply to uneconom c reserves.

Q Let's tal k about uneconomc. Even if
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you're not inpressed by ny client, Enpire, and the
work that they've spent mllions of dollars to bring
here to this Comm ssion, there are reserves that
hypot hetically could not be econom cally recoverable
at this precise nonent that the State of New Mexico
owns, but that through advances in technol ogy, the
changes in cost profile, or the changes in comodity
price environnment becone economcally in the future?

A You can't call themreserves.

Q Okay. What would you like me to call the
State of New Mexico's oil and gas hydrocarbon
nol ecul es that are literally inside the EMSU
San Andres right now?

A. You can call it an alleged resource.

Q. Okay. So the alleged resource -- so as we
tal k about the State of New Mexico's people's
al l eged resource, as it sits in the San Andres and
even in the Grayburg right now, we can agree that

changes in technol ogy, changes in cost profile, or

changes -- this is an "or" not an "and" -- or
changes in commodity price can all nmake the -- help
me wth your phrase again?
A. The all eged resource.
Q -- the all eged resource now becone
econom cal ly recover abl e?
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A. | nmean, that's possible.
Q Okay. "The oil conservation division my

make rul es and orders for the purposes and with
respect to the subject matter stated in this
subsection: Nunber 4, to prevent the drowni ng by
wat er of any stratum or part thereof capable of
producing oil or gas or both oil and gas in paying
guantities.”

You can tell the Conmm ssion that if
they' re applying subsection B(4) here, you do not
have a paying quantities analysis prepared in this
case; isn't that true?

A. The term "paying quantities,” to nme, is a
termof art that applies to producing wells and
whet her or not they hold leases. So I'mreally
confused about you trying to insert that termof art
into a discussion of undevel oped and unproven
contingent resources.

Q. The question is narrow, M. MBeath. | f
t he Comm ssion wants to know if you have any
production in paying quantities analysis for them
your answer is, "I do not have one"; isn't that
true?

A. If you tell me that paying quantities in

this particular case neans you would go into the
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spreadsheet and del ete capital expenses and rerun
the spreadsheet, | don't have it.

Q And if you did do that, you know perfectly
well that this is all a positive case, don't you?

A | al so know perfectly well, that that
woul d be neani ngl ess from nmaki ng a decision to
i nmpl ement an ROZ proj ect.

Q Li kewi se, the Conm ssion has the duty to
avoi d water encroachnment that reduces or tends to
reduce the total ultimate recovery of crude
petroleumoil or gas or both. |Is that your
under st andi ng?

A. Well, that's what it says here.

MR. VEHMEYER: We can take that down.

Q. | want to cone back to just speak high
|l evel . As we just tal ked about how i nportant the
proceeding -- M. Rankin actually tal ked about how

i nportant the proceeding is, and | absolutely agree.
We know t hat 60 percent of these

hydr ocar bons, the, quote/unquote, "alleged resource”

of the people, is here in the EMSU.  And you've

heard from M. West's nmouth how commtted the CEO of

Enpire is to ensuring devel opnent of those

resources.

A. | heard himtestify about that.
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Q Do you think he's being disingenuous or do
you think he's a kidder or he's a joker? O do you
think that's earnest?

A | take him at face val ue.

Q Woul dn't the people of New Mexico benefit
greatly if Enpire at |least gets its chance to spend
its nmoney at zero economc risk to the people of the

state of New Mexico to develop this precious natural

resource?

A. Wouldn't -- | mssed the first part of
t hat .

Q Woul dn't the people of New Mexico be

benefited greatly if Enpire's at least permtted to
expend the mllions and mllions of dollars it would
take to develop this resource?

A. It depends on the success of the project
whet her they woul d benefit greatly.

Q And you've heard M. West say that until
the saltwater injection is stopped, they can't even
get to a place to raise noney or put the plans
toget her to devel op the project because the very
first thing any investor or stockholder is going to
want to know is: Wiy on earth are you doing this
where there's nine comercial saltwater injection

wells in the, quote/unquote, "all eged resource"
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zone?

A. That's not what he said. He said his
maj or sharehol der woul d pay for it.

Q Can you agree that as a matter of conmon
sense, the first step towards devel oping the ROZ
here in the San Andres would, in fact, be stopping
the saltwater injection?

A. Not in the disposal zone.

Q You' ve heard Enpire say that they intend
to conduct an ROZ project on all of the San Andres.
You' ve heard that through multiple w tnesses,
haven't you?

A. They said they intend to do 400 net feet
over 1500 feet.

Q. And | know you want to make a distinction
bet ween upper San Andres and | ower San Andres, and
you call the |lower San Andres the di sposal zone?

A. Ef fectively, yeah, that broadly descri bes

Q. You can tell the Conmm ssion that if
Enpire's devel opi ng 400 either gross feet or net
feet, that's obviously going to be into what you're
calling the disposal zone, isn't it?

A. Even if it was 1500 feet, it would be,

yes.

Page 191

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



© 00 N o O b~ W DN PP

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

John McBesth - April 11, 2025

Cross- Exam nation by M. Whneyer 192
Q | said 400 feet. |If the interval of
devel opment is 400 feet -- even if it's just
400 feet?
A. Whose top are we using?
Q Ei t her top.
A. | think that woul d probably cover the
zone -- nost of the zone, yes.
Q And so you -- you've seen that the net pay

that some of the Enpire nodel is built off of has at
pl aces 400 feet of net pay, in sone places 300 feet,

different net pay zones?

A. Whi ch nodel are you tal king about ?

Q. M. West's nodel.

A. | did not hear himtestify about which
nodel he linked that to. He said 400 feet. In his

deposition, he said it's the top 400 feet. And
there was no specificity given about which expert
that would have |linked up to. Sonme of those

anal yses didn't even exist when he was deposed.

Q And, again, I'mjust trying to not play
the injection zone term nol ogy ganme with you. |If
It's 400 feet from anybody's top of San Andres, you
can tell the Comm ssion that we are into what you
are calling the injection zone, aren't we?

A. Approxi mately, that's true.
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Q And so you said you didn't doubt M. West
was earnest when he told this Comm ssion under oath
about Enpire's intention to conduct an ROZ project
in the San Andres. You've heard himsay this is

400 feet or nore that they -- he said 1500 feet,

right?
A. He did, yes.
Q And so | conme back to ny first question,

whi ch was: Wuldn't the people of the state of New
Mexi co benefit fromthis because they have a cost
free, risk free opportunity to receive a royalty off
of the mllion dollars of devel opnment that's going

to be spent by Enpire?

A. You keep saying "benefit greatly." They
will only benefit greatly if it's a successful
pr oj ect .

Q But until the saltwater disposal is

stopped, it would make no sense for Enpire to even
start that project, would it?

A. | think they can coexist. You're going to
hear from other witnesses. |I'mthe first witness in

our case. And you're going to see |log analysis that

shows there's not a -- saturations in that interval
that are worth even trying, so -- you know.
Q Ckay. Work with me in this hypothetical.
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You -- we can all agree there are sone -- under
anybody's analysis, M. Davidson's, Enpire's, there
are hydrocarbons in the San Andres all the way to
t he base of the G orieta?

A. | don't know that. All the way, you're
t al ki ng about conti nuously?

Q Through -- throughout the 1500 feet. They
may not be at oil in place volunes that are good
enough for you or M. Davidson, but there are
vol unes there under anybody's anal ysis, aren't
t here?

A. There are sporadic instances of
saturations down to the base.

Q And you just heard Enpire testify that at
zero expense to the people of the state of New
Mexi co, they want to try to get the hydrocarbons out
of all 1500 feet?

A. | nmean, that's what M. West said.

Q You would agree with ne that it nmakes no
sense to start that project in the 1,500 feet while

a saltwater disposal comrercial operator is

Injecting into the -- into that unitized oil
I nterval ?
A. It depends. It depends on the pressure.
It depends on the volune. It depends on what part
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of the field you're tal king about. | think they
could start it.

Even if | accept your prem se that they
want to do it through the entire interval, which
think is -- based on what |'ve seen, would not be a
good idea, there are parts of the field where they
could start that and prove it up.

Q Let's take the other side of the coin. |If
t he Comm ssion decides to allow saltwater disposal
Into the pore space owned by the people of New
Mexi co, allowed to continue -- and let's even permt
sone nore saltwater disposal into that pore space --
are you with ne so far on that hypothetical ?

A. No.

Q. They don't revoke any of the permts and
t hey don't approve any of the --

A. You know what's hangi ng ne up? You went
back to the pore space of the people of New Mexico.
| don't know what | eases, where the volunes are
going at this time. So | don't know.

Q Before com ng and giving this Conm ssion
testi nony about what they should make by way of
deci sions here, you didn't bother to do that
research?

A. That's not part of the analysis that goes
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into a saltwater disposal application.
Q Well, let's take the other side of the
coin. If they don't revoke the permts, they don't
stop the saltwater injection, and they also allow
even nore saltwater injection -- are you with nme so

far in the hypothetical ?

A I am

Q Goodni ght is a Dall as-based conpany; is
that right?

A I think that's true.

Q. They're private equity funded by a conpany
in Fort Worth, Texas?

A No i dea.

Q Al'l of the revenue fromthe saltwater

di sposal would go in a little tiny quantity to one

fee surface owner, like a little 5, 6-acre pad site,
and the rest of the noney would all go across state
| ines over to North Texas to be spent in Dallas and

Fort Worth, Texas?

A. | don't know. No idea.
Q Can you help ne with how allowi ng this
saltwater -- well, et nme strike that.

Have you seen any analysis in this case

that -- by any witness for Goodnight, that if this
saltwater disposal is stopped -- are you with ne so
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far?

A. Yes.

Q -- that any particular oil and gas well in
New Mexi co woul d have to be shut in for |ack of
sal twat er di sposal capacity, yes or no?

A. Well, we've only just started our case, soO
| haven't seen that yet, but no.

Q So you haven't -- you've had access to al

of the witness statenents that Goodni ght's prepared,

right?
A. Yes.
Q You' ve probably gone to dinner with the

ot her Goodni ght wi tnesses and you sit over a
hamburger or a flat enchilada, or whatever you want
to eat, and you-all had a chance to tal k about the
case over these neals, spend --

A Good amount of time to do that.

Q Okay. You haven't heard over the fl at
enchilada dinners or in any of the w tness
statenents that you've seen so far, anybody say
t hey' ve conducted an analysis and that if this
Conmm ssion rules in favor of Enpire, a particular
oil producing well will be shut in for |ack of
saltwater capacity, true?

A. |'ve certainly heard di scussions about the
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effect it would have on future devel opment of wells

because capacity is -- disposal capacity is critical
for drilling future horizontal wells.
Q You have not seen any such study conducted

or provided in any of the witness statenents?

A. You asked nme about going to dinner and
listening to --

Q | changed ny -- | changed ny questi on.
You haven't seen any of this in any of the w tness
statements to the Conm ssion?

A | have not.

Q Okay.

HEARI NG OFFI CER HARWOOD:  You guys,
just try and -- for the court reporter's sake, try
and make sure you don't tal k over each.

JOHN McBEATH: That's ny fault. |
apol ogi ze.

HEARI NG OFFI CER HARWOOD: That' s al
right.

JOHN McBEATH: It's ny fault.

MR. WVEHVEYER: M. MBeath and | are
actually dear friends. W really are. He's one of
my favorite people on the earth.

HEARI NG OFFI CER HARWOOD: 1'd hate to

see your enem es.
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Q (By M. Wehneyer) M. MBeath, as we cone
back to this hypothetical, you're not prepared to
expl ain any case of economc harmto the State of
New Mexico or its citizens if this saltwater
di sposal is stopped, are you?

A. | have not undertaken that study.

Q And you haven't seen any Goodni ght w tness
undertake that particular study, have you?

A Not so far

Q Now, earlier you said engi neers want dat a.

As part of doing your work here, it was inportant

to -- you to hear the testinony, yes?
A. Yes.
Q Now -- and |'mtaking your slides kind of

in reverse order just because this one came to mnd
as we're visiting. The -- with respect to the Tall
Cotton field that -- you actually thought that was

| nportant enough to provide a slide on it?

A. Yes.

Q And the reason you provided a slide on it
and offered testi nony was because you wanted to
offer that to this Comm ssion as a -- as a failure
case, right?

A. No. Actually the main reason was to try

and answer Dr. Anmpomah's question about ROZ recovery

Page 199

Veritext Lega Solutions

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




© 00 N o O b~ W DN PP

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

John McBesth - April 11, 2025

Cross- Exam nation by M. Whneyer

factors, which has conme up -- a nunber of w tnesses.

It's hard information to fi nd. And | realized

| ooki ng at the exhibits when M. Mel zer was

testifying that: ©h, we could -- we could actually

determ ne this.

Q Did you hear M. Ml zer's testinony about

what happened at Tall Cotton?

A. | heard sonething about it. | don't

recal | .
Q That he was actually a consultant

Ki nder Morgan and that he told them "Don't

And they did it, and they fracked into the injector

wells and ruined their injector wells?
A. | did hear that, yes.
Q. Okay. Wouldn't that be inportant

testinmony for this -- if you're going to use that as

a -- you called it a -- you -- neasuring the success

factor, what did you call it?

A. Recovery factor.

Q The recovery factor. As an engi neer,
woul dn't it be inportant to provide the Commi ssion
wth the information, as you tal k about recovery

factor, that the darn injector wells got fracked

into and rui ned?

A. The Comm ssion already knew that from

200

to

do it."
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M. Melzer's statenment -- testinony.
Q Coul d that be an explanation as to why the

recovery factor was | ess than perhaps was
anticipated on the front end?

A If you |l ook at that decline curve, | would
expect to see a dramati c change sonmewhere. |t
depends when that happened in the life, what
portions of the lease, if it really affects the
entire lease. So the specifics matter.

Q Let's nove into your slides. And |I'mjust

going to take themin the order that you put them

t oget her.
A. Okay.
Q The first one was the NuTech -- you had

the oil saturations that you were tal king on?

A. | can't see it just yet.

MR. RANKIN: M. MBeath knows ne
wel | enough to know that I'mthe | east technol ogy
savvy person in this entire room And Ms. Hardy has
been so kind to hel p over here.

Q (By M. Wehneyer) All right. So what |'ve
done is just taken your slide 2 and added NuTech's
revised cal culations. Wre you in here when NuTech
testified on those this week?

A. I was not here, but | was |istening.
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Q Okay. And you knew that when you prepared
this slide, that this was on the first case that
NuTech had provided, right?

A Absol utely. And | explained why |
I ncl uded that.

Q If -- but just in terns of nmaking sure
this Comm ssion has the information it needs to go
back and make a decision, if we | ook over on the
| eft-hand colum to NuTech's revised oil saturations
at 54 percent, 41 percent, 37 percent, 10 percent,
26 percent, 15 percent, and 6 percent, you can tell
t he Comm ssion that those are accurate in terns of
the revised NuTech nunbers?

A. "1l have to take your word for it because
| haven't sumred those up over those intervals.

Q. But in terns of presenting the Conm ssion
with the slide, you took the old NuTech nunbers, not
t he new nunbers?

A. | used the old ones because at their
deposition, they said those are the ones they were
goi ng to stand behi nd.

Q And as you sit here, you're not ready to

di spute any of these nunbers, but just for the

Conm ssion's ease and reference, |'ve provided here?
A. I woul d hope whoever put this together
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sumred up the right nunbers.

Q Li kewi se, your slide nunber 3 used the
out dated NuTech -- uh, oh. W're frozen again.
There we go. All right. So all |'ve done

here is made the point to the Comm ssion that what
you used was old NuTech and that if we used the new
NuTech, it's not 62 percent oil, it's 32 percent
oil, yeah?

A Don't know. | nean, this was kind of an
I nvol ved cal culation | had to do to put everything
on a bul k volune basis. But assum ng soneone did
that correct over the right interval, those nunbers
probably woul d change with their new revised
I nformati on.

Q. Stated differently, you're not ready to
di spute here 32 percent oil would be the -- the

revi sed average of NuTech?

A O the new nunbers?

Q. Yes.

A. " mnot ready to dispute it, but | haven't
done that work. But |I'Il hang ny hat on them sayi ng

t hey thought the original ones were the ones they
woul d stand behi nd.
Q And, in fact, the volunes that were used

by M. West in his econom c nodel would be
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conservative to 32 percent saturation, wouldn't

t hey?
A. You're asking ne if 30 is | ess than 327
Q Yes, sir.
A. Yes.
Q Okay. Great. But NuTech -- that would
not -- would NuTech's anal yses, would that -- as |

cone back to this direct evidence distinction that
you've drawn on the witness stand today is -- are
NuTech's figures direct evidence or those are not

di rect evidence?

A I ndi rect.
Q. Okay.
A. So |l ogs are -- when you nake cal cul ations

on | ogs, those are inferences.

Q. So in terms of making a direct evidence
case to the Conm ssion, logs aren't good enough
because you think we need direct evidence?

A. But you're m xing up -- when we're talking
about the effect of disposal on Enpire's operations,
when | was tal king about direct evidence, like wells
pressuring up, drastic changes in production
profile, total volunes in the field changing, that's
what we were tal king about when that canme up.

Q Ckay. Let's go to the -- actually, let ne
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ask: Have you ever analyzed the new NuTech nunbers?

A Have | | ooked at the nunbers? |[|'ve | ooked
at the report. | have not gone into their -- | have
to see if we even got them the LAS files to sum up
the hal f-a-foot by hal f-a-foot nunbers.

Q And | guess that's nmy point for the
Comm ssion. There's a difference between | ooking at
sone sonet hing and anal yze sonething. | can | ook at
all sorts of stuff. That doesn't nean |'ve anal yzed
it.

On the revised NuTech, have you anal yzed

t hose or gone no further than | ooking at thenf?

A. | only |looked at them and I told the
Comm ssi on why.

Q. But you woul d agree that the nost
i nportant thing we do here for the State of New
Mexico and its people is get this right, right?

A. Absol ut el y.

Q Okay. Have you ever analyzed OPS
Geol ogic's saturations?

A. If I1"'mgoing to use the termlike you used
It in the |last question "analyzed," which neans take
their files, sumthem up, nmake averages, no.

Q Ckay. So you're the only person that

you're aware of that we're going to hear fromin
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this case for Goodni ght on econom c things. W know
that NuTech revised their nunmbers, but you didn't
anal yze those. And we know that you had geol ogy and
geophysi cal work from OPS Geol ogic, but you haven't
anal yzed that either, true?

A. The geology -- did we see geophysical work
in this case? | don't think so.

Q | nmeant to say petrophysical. If | said
geophysical, | m sspoke.

A. Okay. So | think there was a ruling after
our last hearing that certain w tnesses woul d be
all owed to serve surrebuttal reports, and that work
was done by M. Knights and Dr. Davi dson, because
t hey' ve done the specific | ook at those anal yses.

Q. And |I'monly asking you because you're the
one on the box and you're the only econom cs guy |
have in the whole case. So this -- if | have
econom cs stuff, you're my only guy | get to talk
t 0.

A. Okay.

Q You have not done any anal ysis of any of
t he OPS Geol ogic work, be that from M. Birkhead or
M. Bailey, true?

A. | have not.

Q Now, if this Conm ssion wants to know who
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on the planet earth knows the nobst about the EMSU
and the Grayburg and the San Andres, wll you work
with me and let's make a list for the conm ssioners

of who on the planet knows the nost about it?

A. ' m not sure.

Q Can we agree Chevron?

A. Oh, you're tal king about in history?

Q Well, yeah. We're just going to work on
the -- let's go through the entire history of tine.

| f these comm ssioners want to know who on the
pl anet knows the nost about it, we would agree

Chevron would be on that |ist. Yeah?

A. Sone peopl e at Chevron, yes.
Q We woul d agree that Exxon is on that |ist?
A. When they were the operator, | expect

there were sonme people at Chevron that knew stuff.

Q And we woul d agree that Enpire would be on
that list?

A. They shoul d.

Q And in terns of Goodnight, to your

know edge, they have never once been an oil and gas
producer, have they?

A. | don't know that to be true.

Q Li kewi se, over the flat enchil ada di nners

wth M. McGire, you know that, save one short --
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one short internship, he's never worked for a

producer, has he?

A. | don't know.
Q Okay. And could we add Dr. Lindsay, who
did his entire Ph.D. thesis dissertation -- can we

add himto the |list of people that know t he nost
about this place on the planet?

A. About the Grayburg, |'d say.

Q He's certainly done plenty of work on the
San Andres, too, hasn't he?

A. Most of what | heard in his testinony
related to the G ayburg.

Q. If the comm ssioners would |ike to know
what geol ogi sts on the planet knows nore about the
San Andres at this |ocation, who would that be?

A | don't know.

Q Is -- Dr. Lindsay would be the best you

could cone up with, agree?

A You said San Andres this tinme?

Q. Yes.

A ' m not sure.

Q Ckay. I'mjust thinking if there's
sonebody other than Dr. Lindsay, |'mjust happy to

hear about it, if you know who it would be.

A. This is not sonething | do, go around

Page 208

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



© 00 N o O b~ W DN PP

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

John McBesth - April 11, 2025

Cross- Exam nation by M. Whneyer 209

trying to rank people of what they know about a
certain field.

Q Now, Exxon, that was one of the ones that
you -- you said would know a | ot about the area.
You can tell the conm ssioners Exxon woul d have the
operational data -- best operational data in this
area, right?

A. You' re tal king about production and wel |

i nformati on?

Q Wel |, anything a producer would care
about .
A. I woul d hope they had received everything

fromthe previous operator.
Q There's no oil and gas conpany on the
pl anet earth better economcally situated than Exxon

to have the resources to study the area, agree?

A Have the resources to do what?

Q Study the area.

A. Ch, that's probably true.

Q. Now, in terns of public data, Exxon woul d
have access to all the public data; do you agree?

A. Yes.

Q And in ternms of propriety derived data

internally fromtheir scientists and engi neers,

Exxon is better equi pped than any other oil conpany
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on the planet, by way of their internal human
resources, to know everything they could know about

this area. Agree?

A. It depends how they all ocated peopl e and
resources. | nean, if they were focusing on it,
sure.

Q And by way of access to contractors,

certainly Exxon has plenty of access and recourse to
contractors?

A That's true.

Q. Al right. And they're publicly traded,
and so you know they're subject to all the
securities |aws, federal and state?

A. You're tal king to an engi neer, but | have

a general understandi ng of that, yes.

Q. And, again, Exxon is a client of yours?
A. True.
Q Has it been your experience that XTO or

Exxon goes around lying to fol ks?

A. Absol utely not.

Q Al right. Let's take a ook at the --
you saw this was part of the advertising materi al
from Exxon as the efforts when Enpire purchased the
EMSU, right?

A. | saw this slide, yes.
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Q And do you see that they pick the top of
the San Andres? In the typed log on the left?
A. | do see the word "San Andres," yes.
Q And then belowit, there's a RXZ
identified, a top and a bottonf
A. Yes.
Q And over in the left, it says, "Residual

oil zone 300 feet thick"; do you agree?

A. It does say that, yes.

Q And it's got 912 mllion barrels of
original oil in place. Do you see that?

A Yes.

Q. Do you think Exxon was joking about this
when they put it on here or -- are they kidders?

A. No. But if you | ook at other slides, the
word "potential" is scattered through here.

Q. You can tell the comm ssioners that this

anal ysis much nore closely aligns in terns of
assessnment of oil in place with the Enpire case than

it does with the work by Dr. Davidson; isn't that

true?

A. I haven't | ooked at this closely enough to
say that.

Q. Can - -

A. Because | don't know what they nean by
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anal ysi s.

Q 912 mllion barrels of oil in place in the
San Andres ROZ. You don't think that that |ooks a
whole lot nore |ike the Enpire analysis of its
experts than Dr. Davidson's extrenely pessimstic
case?

A. | haven't seen anybody in this case who's
added up the anounts that are cal culated on a
section basis to include EMSU-B, EMSU, or AGU. And
that's the nunmber | would need to answer your
guesti on.

Q Now, in terns of scientists or engineers,

t hey always want nore data, don't they? Moire data

is better?
A. Yes.
Q. At your -- at your deposition, you

expl ained that this is an ongoing fluid process,
that you get data, you do your work, you get nore
data, you do nore work. As we've seen through
Dr. Lindsay's life work, he's still doing work right
here on the EMSU, isn't he?

A Is he? | did not know that.

Q He did a fracture study | ast week on the
R R Bell, but I don't think we're going to bring it

I n.
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A. | haven't seen it.
Q It's alittle tardy yet, but -- we agree
it's tardy, but we got it. If M. Rankin wants it,
we'll give it over to him How about that?

But as we tal k about data, all right, I
mean, core data would be really val uable here,

wouldn't it be?

A. Addi tional core data would be -- | nean,
you say "valuable."” Valuable fromwhat standpoint?

Q To calculate original oil in place in the
EMSU.

A. To know if it's there, yes.

Q. Absol utely. Because at that point --

could we agree that we're now out of |ogs and
we're -- we'd be in what you call direct data at

t hat point?

A. Core woul d be, yes.

Q. Di rect evidence?

A Yes.

Q Okay. So in terms of anybody that's

drilled deep into the San Andres in the last five
years who woul d have been operationally, technically
In a position to get that core data so that we could
conme here and have an absol ute done and fini shed

conversati on, based on your review of all the
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drilling permts that have happened in the EMSU, who
is the only person -- party on the planet that could

have done that?

A. Coul d have done a core?
Q Yeah.
A. The |l ast five years? You going to nmake ne

say it? Goodnight.

Q Goodni ght could have. So in terns of
bringing this Conm ssion for the inportant decision
over the mnerals of the people of New Mexico,
actual direct evidence, Goodnight has actually
drilled deep into the San Andres, and they could
have taken pressure core if they wanted to spend the
noney?

A. That woul d be unusual for a saltwater
di sposal conpany who's focused on conpleting a well,
getting it in shape to deliver volune and subsurface
to take cores through the zone.

Q But you' ve already told the Comm ssion
t hat based on four decades of your experience, this
is a highly unusual situation, because you've never
seen a commercial SWD operator injecting into a

desi gnated secondary oil recovery unit?

A. What | said was, if you want to know t he
answer to that, |I'll go research it. | don't know,
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sitting here.

Q Okay. But let's just cone back and make
sure the Conm ssion has a concrete answer to this.

The one party that could have taken
pressure core deep into the San Andres as part of
work they were going to do anyway, that would be
Goodni ght, right?

A "' mrecogni zing that the well under the
time period that you have given ne and put ne in
this box, the only well that was drilled in the area
t hat deep was Goodnight. |[|'msaying also it woul d
be unusual for a disposal conpany to do that.

Q. If they didn't want to take -- spend the
noney on pressure core, they could have al so done

sponge core, but they didn't do that either?

A. They didn't take cores.

Q They -- if they didn't want to spend the
noney for pressure core or sponge core, they could
have -- could have taken oriented core, couldn't
t hey?

A. Bei ng conventional core?

Q Oriented, where you -- doesn't orient --

where'd you go, you know, exactly north, south?
A. You could do that.
Q Ckay.
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A But you're -- it seens |like you're
all eging that that's wal ki ng down sone expense.
Q Is oriented core not nore expensive than

just plan conventional core that's not oriented?

A. So you're going to regular next?

Q Yes.

A Okay. Let's do it.

Q Okay. So they could have taken -- they

coul d have taken oriented core, too, couldn't they?
A You nean |ike in a vacuunf
Hypot hetical ly, anybody that drills a well can take
cores if they want to do it.
Q. And if they didn't want to spend that
noney, they could have gone with the cheapest of the

four options and just done conventional core?

A. If you' re drawing a well, you can take a
core.

Q Do you know how excited Dr. Lindsay woul d
have been in here if he would have had -- he even --

he didn't even need oriented, just a conventi onal
core down to the botton? And | think our
conmm ssi oners woul d have been pretty excited too.

A. | can imagine.

Q Yeah. But, again, Goodnight didn't spend

t he noney to do this?
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A. As far as | know, they did not core the
wel | s.
Q And it's easy to tear sonething down.
It's harder to build sonething up. 1Isn't it a fair

assessnment, if you read all of these reports that
Goodni ght has pulled together, all they're doing is
pi cking and fussing and tearing and ripping, saying

there's not enough data for Enpire to stop the

destruction of its -- of the mnerals in its ROZ?
A | don't think that's a fair assessnent.
Q. Let's talk on pressures. | think as we
nove on to pressures, | want to get to your correct
slide.

Your slide 4 doesn't have rel evance
anynore because that was -- that one was on the --
and |'m not showing the right thing right now But
your slide 4 was the one uncertain original pressure
data. Now that M. West -- you' ve heard himsay we
agree it's 250 subsea, not 250 above subsea. That's

not anything the comm ssioners need to worry about?

A. VWhat's 4?

Q 4 was the uncertain original pressure
data. I'mjust trying to avoid Ms. Hardy having
to --

A. But the only thing that's still rel evant
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there is the uncertainty that goes around with the
actual neasurenent. The only place we see it is on
a single entry in the unitization and techni cal
report. We don't have a fluid level. W don't have
a direct neasurenent, bottomhole pressure. |
mentioned that in ny direct testinony.

Q Let's take that in pieces. Are you
suggesti ng whenever the original bottomhole pressure
was taken, that there was a problemw th the tool?
You' re not suggesting there was a nechani cal
problem are you?

A. You just don't know what the basis of that
pressure is. Did soneone estimate it? Did they
take it froma fluid level? Did they actually
neasure it? So all we know is sonebody wote down
1450.

Q Okay. So just com ng back to Enpire
working with the data we have, what woul d you use
for original pressure if you don't use the one from
the Technical Commttee Report?

A. In the Grayburg, | think I would use that.
My problemis extrapolating it down to the
San Andres where there hasn't been a neasurenment,
back to original, which is one-half of the

conpari son that M. West nakes.
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Q You' re saying that the neasurenent was not

taken in the San Andres?

A. The 14507
Q The -- the 250 subsea?
A. Yeah, that's not in the San Andres.

That's in the G ayburg.

Q Under whose tops?
A. Anybody's, yeah.
Q Okay. W th respect to an origi nal

pressure readi ng, what would you use, then, for the
San Andres?
A. | can keep | ooking. | haven't found one.
Q. You woul d agree that Enpire used the best
data avai |l abl e?
A. Don't know. | nmean, they -- that's the
one piece of information |I've seen that they have.
Q And you said slide -- your slide 5,
Uncertain Original Pressure Data, that's not
rel evant anynore, right?
A. You'll have to show ne. |Is that the one

with the cartoon?

Q The cartoon, yeah?

A. Ot her than to rem nd you where the
Grayburg is.

Q M. MBeath and | have both been yelled at
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by an expert for calling something a cartoon. So

|'"m fearful on calling something cartoons. All

right.
If we go to your slide 7.
MR. WEHMEYER: Can we put that one
up? | just want to make sure we can see -- actually

slide 6 real quick.

Q Where do you get the top of your
San Andres?
A. Where do | get the top?
Q. Yeah. So just -- if the Comm ssion wants

to know where the top of the San Andres is, what is
your base -- are you just wholly relying on
M. MGuire for that?

A. For the nost part, | am But in this
particul ar analysis in nmy original statenment, |
referenced three kind of equidistant wells around
the 211. They were all water supply wells that the
operator drilled and reported San Andres tops. And
| conpared that to the top that he says the
San Andres is in the 211 and noted that it was
anonal ous.

Q | want to do just a little bit of geol ogy
at the start.

MR. VEHMEYER: May | have the New
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Mexi co paper, please, fromthe Bureau of M nes and
M neral Resources?

Q Al right. You see this paper that was
publ i shed by the New Mexi co Bureau of M nes and
M neral Resources, a division of the New Mexico
I nstitute of M ning and Technol ogy?

A. Yes.

Q Did you |l ook at this paper as part of any

of your work?

A. Can you scroll through it a little bit?
Q. Yeah, we'll go down to page 12.
MR. WEHMEYER: Let's just stop there.
Yeabh.
Q The San Andres formation, Leonardi an and

Guadal upi an, is about 1500 feet thick in this area.
The upper part is dolomte with an interval of
sandstone and bl ack shal e, known as the Lovi ngton
sand about 150 feet below the top.

MR. RANKIN: Just so |Il'mclear, is
this an exhibit that was previously admtted into
the record? Can just tell ne the exhibit nunber?

MR. WEHMEYER: For record reference,
Exhi bit K-60.

MR. RANKIN: Thank you.

Q (By M. Wehneyer) Okay. So what we have
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here is the -- you would find the top of the
San Andres, and then would you go down about
150 feet and you would find the Lovington sand.

Fair summary of what we're seeing here?

A That's what this highlighted informtion
shows.
Q Speaks to dolomtes in the Lovington sand

actually inside the San Andres, right?

A. I'"d like to see the whol e sent ence.
Q. Sure.
A. | nmean, | see words that you've

hi ghl i ghted, yes.

Q. Okay. So have you | ooked at Ryan Bailey's
geol ogical work in ternms of picking tops off of the
various | ogs?

A. |'"ve listened to his testinony.

Q And so he would identify a top of
San Andres, and then approxinmately 100 feet bel ow
that, he can identify a -- clear Lovington sand in
t here?

A. Maybe that's -- I'mnot sure if that's a
good general i zation.

Q Have you | ooked at any of M. MQiire's
work to see whether you could figure out where the

Lovington sand is in relation to the top of the
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San Andres?

A No, | have not.

Q [t wouldn't make any sense, as a matter of
geol ogy, if in sonme places the Lovington sand is
above the San Andres or at it and in another places
belowit, would it?

MR. RANKIN. M. Exam ner, | object.
M. MBeath is not a geologist, and M. Wehneyer is
asking himas a matter of geology. |It's not
sonething that M. MBeath is qualified to testify
on.

HEARI NG OFFI CER HARWOOD:  Overrul ed.

Q (By M. Wehneyer) You certainly have enough
famliarity with the geol ogy out here to know t hat
the Lovington sand is not going to nove above the
top of the San Andres in sone places and bel ow t he
top of the San Andres in other places. That doesn't
make any sense, does it?

A. The only thing |I've done with tops
i ndependently is to | ook at those three wells
surroundi ng the 211 and know what the origi nal
operators that drilled those wells put at the top.

Q In terns of literature, literature that
woul d say that the Lovington sand is an inperneable

barrier, can you tell the Conmm ssion, after all of
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your work, whether you found any literature that

woul d say the top of the San Andres -- strike that.
Can you tell the Conm ssion about any

literature that would say the Lovington sand is an

| nper neabl e barrier?

A. That has not been part of ny study.
Q Can you tell the Comm ssion about -- if we
nove 150 feet up fromthe Lovington sand -- are you

with me so far?

A Yes.

Q. Can you tell nme the Conm ssion about any
literature that says the top of the San Andres is an
| nper neabl e barrier?

A. | have not done that in this study, so |
don't know.

Q. Now, as we tal k about your pressures,
isn't the real point of the pressure discussion --
there's several slides on it, but that's to the
point of you trying to nake the case that there's no
conmuni cati on between the top of the San Andres and
the Grayburg, right?

A. It's to really explain the pressures in
t hat RFT, but not only between the two neasurenents
bet ween the San Andres as Enpire defines it and the

first | owest neasurenent in the Grayburg, but also

Page 224

Veritext Lega Solutions

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




© 00 N o O b~ W DN PP

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

John McBesth - April 11, 2025

Cross- Exam nation by M. Whneyer 225
those other stations as the tool was brought to
surface.

Q But isn't that to the ends of trying to
say that there's no conmuni cation between G ayburg
and San Andres?

A. That's one thing | note, but it really
comments on the validity of the concl usion that
M. West made.

Q. We have seen literature fromthe Techni cal
Comm ttee Report and Chevron and Dr. Lindsay that
di scusses there being places where water infiltrates

up fromthe San Andres into the G ayburg, haven't

we?
A You'll have to show ne.
Q. You just don't recall?
A | recall sone discussions that were

caveat ed about that, nuance di scussions, not as
sinple as the way you just described it. So you'll
have to show nme what you' re tal king about.

Q Sone of them have actually been shown to
M. West today, haven't they? You' ve seen them on
the screen?

A. We're tal king about studies, |ike the
technical report, things |like that?

Q The Chevron technical report and al so,
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Dr. Lindsay's thesis.

A. | nmean, | saw the snippets fromthat
t oday, yes.
Q And just with -- under the plain, ordinary

English | anguage could be interpreted by a reader as
comng to a conclusion that water was infiltrating

up fromthe San Andres into the Gayburg. Fair?

A. It depends which San Andres we're talking
about .
Q Has Dr. Lindsay ever been confused about

where the top of the San Andres is?

A | don't know.

Q. Can you direct this -- the conm ssioners
to any literature, witness statenents, or witings
by Dr. Lindsay where he was ever confused about the
Lovi ngt on sand bei ng approxi mately 150 feet bel ow
the top of the San Andres?

A. Of course not.

Q. And, again, if the conm ssioners wanted to
know who t he geol ogist is that woul d know nore about
this place on the planet, you couldn't -- you
couldn't get us a human there, could you?

A No.

Q What woul d be -- what woul d be your

assunption that the Grayburg has a uniforned
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t hi ckness?
A. The -- well, you're tal king about ny
assessnment of M. West's top in the 2117
Q ["'moff of your slide 6. | nean, it
appears to ne that you just treat the G ayburg as
having a uni form thickness of approximtely

400 f eet.

A. What makes you say that fromthis slide?
Q Maybe |'m on the wong one.
Well, with respect to your contention

about where the bottomhol e pressure was taken, don't
you rely on a uniformed G ayburg thickness to place
t hat bottonmhol e readi ng?
A. So --
MR. RANKIN:. Cbjection, foundation.
M. Wehneyer is asking about bottonhol e pressures.
There were no bottomhol e pressures.
HEARI NG OFFI CER HARWOOD: M.
Wehneyer, a little nore foundation if you have it.
Q (By M. Wehneyer) Earlier you testified

that the original San Andres pressure that Enpire

has was actually taken out of the Grayburg. Isn't
t hat your --
A. The 14507
Q. Yes.
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A. Yes.
Q Is that on the assunption that the

Grayburg is approxi mtely 400 feet thick?

A. No.

Q How did you get to that place?

A By | ooking at the cross sections fromthe
unitization hearing. | picked an exanple, but
there's about, | don't know, eight or ten of themin

there, all that put the Grayburg at about m nus
250 MSL.
Q. Did -- have you conducted an anal ysis of

the thickness of the Grayburg across the EMSU?

A Across the total ?

Q. Yes.

A No.

Q. Do you believe it's uniformy thick at
approximately 400 feet thick?

A | haven't studied it. | don't know.

Q We hit your slide 7. As the Commi ssion

goes back to nmke inportant decisions, again, this
slide, the pressure depletion this was off of

M. West's old analysis. This is not the one that
woul d be consistent with a 250-foot subsea
Interpretation; isn't that right?

A. Actually, the ol dest one he did is right.
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This was the second one he did that he then
abandoned and went back to the original one or
ol dest one.

Q Thank you for correcting ne. |'mexactly
opposite on it, and you're exactly right.

The one that he's testified to here in
this court is different than this, correct? 1In the
Comm ssi on hearing?

A. No. Actually, | think he had the wrong
one up and he said this should be corrected. |
don't think the substitution was made. Menory -- it
appeared that the decision to nove the data nust
have happened really late in the gane because there
were a bunch of slides that didn't get updated.

Q. Well, just so that -- | just do not want
this Comm ssion confused. The pressure depl etion

percent down in the bottomright-hand corner of

28.7 percent -- are you with ne there?
A. Yes.
Q Do you know, based on M. West's testinony

in this Commi ssion proceeding, that that nunber is
about 18, 19 percent?
A. | understand that.
Q Ckay. We can go to slide 8.
Do you understand that it is Enpire's
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position that there are baffles to fluid flow within
the Grayburg?

A. Better be their position, because there
are.

Q And can baffles explain differences in
pressure over short intervals?

A It depends on the extent of the baffle.

In order to support pressures of about, you know,
262-psi over 11 feet, the baffles would have to go
| ong, | ong, |ong distances.

Q. But certainly, you would agree there are
baffles within the Grayburg and that those can |ead
to different pressure readi ngs?

A. Well, | would agree that there are not
continuous bl ocks of perneable intervals, such as
depicted in Dr. Buchwalter's nodel, and that this
nore cl osely resenbles the geology that we see in
Li ndsay' s nodel .

Q Okay.

MR. VEHMVEYER: We can take that down
for a mnute.

Q I want to tal k about water conpatibility
or chem stry studies. Do you know whet her Goodni ght
does any conpositional analysis, chem stry analysis

of the water that is taken in fromthe Del aware
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Basi n?
MR. RANKIN: Objection, M. Hearing
Oficer. 1've not aware of any direct testinony

that | elicited or that M. MBeath has offered that
has any -- has touched on water chem stry in any
way. That's outside the scope of cross.

HEARI NG OFFI CER HARWOOD: |'I 1 all ow

Q (By M. Wehneyer) M. MBeath, you told the
Comm ssion this is not going to cause any waste
here, right? | mean, that was kind of the
concl usi on of the one hour and 40 m nutes that you
and M. Rankin spent together, wasn't it?

A. Based on ny study, that's true, yes.

Q. Well, wouldn't you want to know by way of
wat er chemi stry and water conpatibility, is this
going to cause a problemwhen it's sucked up in a

wat er supply well and used in the G ayburg?

A. We have many wi tnesses on our side of the
case. I'mthe first witness. And |I've covered the
areas that |1've been -- that | feel are a part of ny

expertise. And the Conm ssion is going to hear from
t hose other wi tnesses on topics where their
expertise |ies.

Q Ckay. But are you aware of any water

Page 231

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



© 00 N o O b~ W DN PP

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

John McBesth - April 11, 2025

Cross- Exam nation by M. Whneyer 232
chem stry -- I'"mjust asking if you know about it --
any water chem stry analysis perfornmed by Goodni ght
on the Del aware water?

A The only thing |I've seen is, sitting here
and seeing M. West's, | guess, summary of that. |
presunme that canme from Goodni ght.

Q Wul d you agree that if Delaware water is
injected into the San Andres and then it's sucked
out of the San Andres by Enpire as part of its
secondary waterflood in the Grayburg, that that
wat er conposition would be different than what's in

the Grayburg?

A. Can you help ne with the hypothetical ?

Q Yeah.

A. You said two things would happen.

Q. Goodni ght -- Goodni ght is taking water
from Del aware Basin producers --

A. Okay.

Q -- right? You agree with that?

A. Yes, | do.

Q And they've conpl ained that they get a | ot
of solids with it. Have you seen that in the

document s?
A. Not really, no.

Q Ckay. In ternms of them having any cl ue
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what chem cals are in this water that they're
getting out of the Del aware Basin, there aren't any
frack chem cals, aren't (sic) there?

A They call them flowback. There would be
chem cal s, yeabh.

Q So there's going to be chemcals, and it's
going to be a different type of water that's in the

San Andres, correct?

A. That's originally in the San Andres?
Q. Yes.
A. | haven't | ooked at that, but | suspect

there could be sone differences.
Q. And then we know that Goodnight is --
strike that.
We know t hat Enpire's sucking water out of
San Andres as part of its waterflood operations in

t he Grayburg?

A. You nmean currently?

Q. Well, it has been. It may in the future.
A. ' m not sure.

Q Wul d you agree that if that water is used

In the Grayburg, that it can have detri nental
effects on Enpire's oil wells?
MR. RANKIN: Objection. CQutside the

scope of M. MBeath's testinony. He's a reservoir
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engi neer and a petrol eum engi neer. He's not
testified as to his qualifications on water
chem stry. If M. Whneyer wants to voir dire the
W tness to determ ne whether or not M. MBeath has
expertise to answer his questions, | think that's
fine.

HEARI NG OFFI CER HARWOOD: W I | you be
presenting a different witness --

MR. RANKIN:. We will.

HEARI NG OFFI CER HARWOOD: -- who wi | |
have expertise on this area that M. Whneyer can
save this question for?

MR. RANKIN: We do.

HEARI NG OFFI CER HARWOOD: Who i s
t hat ?

MR. RANKIN. M. Tomastik, anong
several others.

HEARI NG OFFI CER HARWOOD: Okay. M.
Wehneyer, why don't you save that question.

Sust ai ned.

MR. WEHMEYER: No problem Thank
you.

Q (By M. Wehneyer) In terns of pressures
ri sing, you can agree historically, there's been a

| ot of water taken out of the San Andres as part of
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wat erfl ood operations in the Grayburg; isn't that

true?
A. In the area of the EMSU?
Q Yes.
A. There has been a |l ot of water out of the

wat er supply wells.

Q Okay. And in ternms of doing an anal ysis
by way of conparison in ternms of what's been
i nj ected back, do you know, has nore been sucked out
or has all of that been replaced and now nore

I nj ected back?

A. Whi ch area are we tal ki ng about ?

Q. In the EMSU.

A | don't know.

Q. You woul d agree that as -- that historical

vol unes of water injection into the EMSU - -

A VWi ch zone?
Q. San Andres.
A. Okay.
Q Hi storically, water injected into the
San Andres -- you've seen those historical volunmes?
A. |'"ve seen a |l ot of sunmations of that,

dependi ng how far out you go fromthe EMSU.
Q You've seen it on at |least nonthly --

nmont h agai nst year going back to '80s, haven't you?
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A We're tal king about the orange and bl ue
chart?

Q Yes.

A. ' ve seen that.

Q Okay.

A. That one mle around the EMSU.

Q You can tell the conmm ssioners that the

vol unes injected pre-Goodni ght, conpared to what
Goodni ght has been doing and is proposing to be
doi ng, are mnuscule, aren't they?

A. Month to nmonth they're smaller. If you
add all that up, | don't know.

Q. But in terns of the last five years, the
ampunts that were injected historically are
m nuscul e conpared to what Goodni ght has done and
plans to do; isn't that true?

A. They're smaller. | don't know about
m nuscul e, but they're smaller.

Q As you inject nore water into the

San Andres, can we agree that that pressure is going

to rise?

A. Depends on the size of the tanks.

Q Have you seen Dr. Lake's opinion that
pressure will rise 4 to 10-psi per mllion barrels

of water injected?
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A. |'"ve seen that. And that's based on
I ndi vi dual well cal culations, which | believe
have -- there's been additional testinony on that,
that does it on nore of a regional basis. It's a
much smal |l er nunber.

Q From Dr. Lake?

A. "1l have to see which witness did that.
It may have been Preston McGuire.

Q You don't have any know edge of Dr. Lake
updating any of that opinion or analysis, do you?

A. Dr. Lake did not submt a submttal -- a

suppl enmental, so that's probably true.

Q. To your know edge, Dr. Lake's opinion is
that for every 1 mllion barrels of water stuck into
the San Andres, pressure will rise about 4 to
10- psi ?

A Well, | mean, | worked with himon that,

so | know what it's based on. And |I'msure he's
going to say that that's an individual well
anal ysi s.

Q Have -- you've never worked for an oil and
gas operator doing an ROZ in-house?

A. Not as an enpl oyee.

Q Have you ever assisted an operator with an

econom ¢ analysis of an ROZ as an outsi de
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consul tant?

A. I ncluded with a main pay, yes. Most of
themare -- the vast mpjority of themare
comm ngled. There's hardly any of themthat are
i ndi vi dual .

Q Are you drawing a distinction between
greenfields and brownfields with that?

A. No.

Q Okay. But just with respect to the
San Andres here in the EMSU that Enpire is going to
devel op, that ROZ would not be what you would call a
mai n pay, right?

A. Not mmi n pay, no.

Q And you've never assisted a producer with
an econom ¢ analysis of a non-main pay ROZ, have
you?

A Not where the ROZ was a standal one.

Q WII you -- will you help the Conm ssi on,
t hough, with -- just explain to themthe effect that
rising pressures will have on the ability to carry
out an ROZ devel opnent in the San Andres.

A. Depends on the nmagnitude of the pressures.

Q And the magni tude of the pressures are
going to vary based on the nagnitude of the

saltwater injection, isn't it?
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A. The main variable that we need to

understand is the size of the reservoir.

Q Have you done that anal ysis?

A Did you see nmy highlighted exhibit from
M. Ml zer?

Q Have you heard the geol ogy from

Dr. Lindsay that there's a trap on the east side

where it pinches off and it doesn't |eave?

A In the San Andres? | don't think that's
right.

Q. Have you done any of the geol ogy?

A | haven't.

Q. So in terns of the idea that there's this

unlimted ocean, is the basis for that statenent
just you pointing to one slide from M. Ml zer where
he mapped a fairway?

A. The basis for that is the whole theory
behind m gration paths and the existence of ROZs in
the Central Basin Platform

Q So if the Conmi ssion just wants a straight
answer to, what will be the effect of rising
pressures through saltwater injection on the ability
to carry out an ROZ, you're not conpetent to answer
t hat question for the Conmm ssion?

A. | didn't say that.
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Q Okay. Well, go ahead --
A. | said it depends on the anmpbunt of the

pressure i ncrease.

Q If pressure is increasing by 4 to
10 percent psi per mllion barrels injected, as
Dr. Lake wote, will you share with the Conmm ssion

what the hazards are to the ability to carry out an
ROZ in the San Andres?

A | can't, because that's an invalid
I ncrease in pressure to use in this situation where

the reservoir is so |arge.

Q Why do you think Enpire cares so nuch
about saltwater injection inits oil unit?

A. | can't put nyself in their head. | don't
know.

Q. Let's tal k about economics a little bit.
Now, obviously, before caring out a $1.2 billion ROZ

devel opnent, there's going to be a | ot nore data
gathering and there's going to be test projects on
smal |l er scales, isn't there?

A. | woul d hope so.

Q So in terns of picking on Enpire, in
ei ther your deposition testinony or your witten
remar ks, about for a $1.2 billion CapEx outlay, we

woul d see a whole lot nore, that's not really fair
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because we all know that the first thing that would

be started is this -- test cases on small er scal es,
fair?
A Not picking on Enpire. So | was hired to

| ook at the information that they put in front of
us. | was hired to help the |awers make |ists of
t hings that we asked for, "Hey, we expect you to
have this information."
We served discovery on them Nothing cane

of it except a nmenp that was very vague and then
| ater on this econom c spreadsheet that they put
forth to estimte waste. And |'ve been asked to
comment on those and the validity of the inputs.
And it's not personal. |'mnot picking on Enpire.
" m comenting on the anal ysis.

Q. You would want oil mscibility studies,

woul dn't you?

A. Did you say mscibility?
Q Ol mscibility studies.
A. Absolutely. 1'd want slimtube testing.

| would want to nake sure what pressure we're

| ooking at. They tal ked about 1300-psi. That seens
low to nme. You m ght want an increase in pressure
In the San Andres to guarantee mscibility.

And we really need to understand
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mscibility with respect to the quality of the oil
If it's there because ROZ oil has got different
conponents. Mdst of the |ights are swept away, so

we do need to understand mscibility.

Q You woul d want sonme pressure or sponge
cores?

A. I would if I was in charge of the project,
sure.

Q And in terns of carrying out the test

spacing and test wells, you'd probably want to pick
your best structure for that, wouldn't you?
A | don't know about that. That's nore of a

geol ogi ¢ i nput.

Q Do you know why -- have you conpared where
the saltwater disposal wells are in conparison to
where the highest oil in place assessnent is from
both OPS Geol ogi ¢ and NuTech?

A. No, | haven't.

Q Has anybody with Goodni ght shared with you

how t hey' re picking those saltwater disposal

| ocati ons?

A. How they did it in the past?

Q Yes.

A. No.

Q. If Enpire canme to you and asked your
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opi nion and said "W want to go raise noney or get

I nvestors to develop this project,” you would tell
themthat that's going to be a challenge in |ight of
the saltwater -- the comercial saltwater disposa

I njection, wouldn't you?

A. | think the chall enge would be that we
have just very little data in the San Andres with
respect to the ROZ

Q But certainly, anybody |ooking at this is
going to be very concerned about the saltwater
di sposal -- commercial saltwater disposal injection?

A. If they wanted to do an ROZ in the
di sposal zone.

Q VWi ch you understand that's everything

that we're here on, right?

A Vel l, no.
Q " mnot being a smart al eck, but --
A. There's the disposal zone and then there's

the rest of the San Andres.

Q But you just said -- you heard M. West
say for the state of the people of New Mexico, he
wants every bit of oil they get out in 1,500 feet of
gross pay. Do you understand?

A. I think it's a pipe dream The way that

t he saturations are spread out across that
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1500 feet, there may be a part at the top of the
San Andres, certainly in the Gayburg. But if
sonebody cane to ne and said "We want to flood the

ROZ in the disposal zone," 1'd say, "Be very
cautious with spendi ng noney."

Q "' mgoing to put on the record right here,
you didn't tell them don't do it.

Al right. W'Il nove on to the next
slide. W're at slide 11. Wth respect to your
econom ¢ nodel, will you explain to the
conm ssi oners how you built your curve?

A V\hi ch curve?

Q. You did a -- you did an econom ¢ anal ysis
with a net present value 10 case, didn't you?

A. We might be on the wong slide.

Q. But didn't you -- you shared sone slide

with a net present val ue case where they were

negative. Do you renenber that?

A. Yeah, but that's not this slide.

Q Did that cone out of your econom c nodel ?

A Yes.

Q Well, tell them how did you build your
curve to forecast oil recoverability in your nodel ?

A. | didn't build it. | used -- | explained
this in nmy testinony. | took Enpire's spreadsheet,
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and | nodified it.

Q So the true answer to my question, as we
tal k about it's easy to rip things down and throw
rocks as opposed to build sonething, is you didn't

build a curve in this case, did you?

A. No, | didn't do an independent one.
Q Wth respect to the curve that's refl ected
here at slide 11, | -- | know you |ike to highlight

the Womng thing on there -- but this was a -- this
was from Ki nder Morgan, wasn't it? It was a Kinder
Mor gan screeni ng tool ?

A Don't know that. That's never been
expl ai ned. Ki nder Mdrgan canme up today for the
first tinme.

Q. And, in fact, Kinder Mrgan built this
tool off of its experience with devel opi ng ROZ and
EOR in the Perm an Basin; isn't that right?

A. If that's true, I'mfinding out about it
right now. Because we asked specifically about the
i nputs to this nodel so that we could have tine to
|l ook at it. And if you' re now -- just now telling
me that this has a different source than this paper,
this is the paper they gave us when we said, "Were
did the curve cone fronf?"

Q So you're not prepared to explain to the
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Comm ssion that this was not off the Kinder Morgan
CO2 screen tool which was built off of its Perm an
Basi n experience in EOR and ROZ, are you?

A. If that was the answer to where the curve
cane from | would expected Enpire would have told
Goodni ght it canme from Ki nder Modrgan about six
nmont hs ago.

Q Let's go to slide 13.

Agai n, the dinmension was curved. You
didn't -- maybe I'mat the wong .

Slide 12, that's another one of your --
one of our curves. You didn't -- you didn't build
your own curve, did you?

A. This was in the nodel w thout any

reference to where it cane from

Q. Agai n, you didn't build your own curve?
A Did not.
Q Okay. QI prices. W're at slide 13. On

oil prices, you understand that this ROZ would be a
| arge capital expenditure with |ong years of actual
devel opnent and production, right?

A Yes.

Q You'd be very interested in what the out
years of commodity prices are?

A. Wel |, nobody knows what they'll be.
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That's why we have to put ranges on future prices.

Q And so that the Comm ssion has this in one
pl ace, you testified at your deposition -- | think
you woul d agree that in |ooking at an ROZ
devel opnent, the single nost inportant factor is
commodity price; isn't that true?

A. I|"mnot sure | said that. The single npst
| nportant cost factor is CO2 price.

Q. In terms of the economc -- in terns of
the economc viability of the whole project, the
nunber one vari able that makes the nost difference

Is commodity price?

A. It's super inportant.

Q Okay. So we agree on that. Now, on the
commodity price, here the -- with respect to
M. West's nodel, it runs approxinmately 40 years out

to end of economc life.
A. Whi ch one, the 72 or the 2507

HEARI NG OFFI CER HARWOOD:  Yeabh.
Okay. For nmy entire 40-year-plus career, |'ve
al ways wanted to use the duck in a courtroom
proceeding. That's your five-m nute warning.

MR. VEHMEYER: At least it wasn't a
donkey.

Thank you. We'Ill wap up here within the
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five.
HEARI NG OFFI CER HARWOOD: And |I'm
not -- |'m not suggesting you need to do that
ei ther.
MR. WEHMEYER: 1'Il1l take the five and
"1l close it down and we'll get everybody out of

here on a Friday, if that pleases the Conm ssion.
HEARI NG OFFI CER HARWOCOD: |' m not
suggesting that you curtail your cross-exan nation
i f you have nore areas to cover, just so it's clear.
MR. WEHMEYER: We have a |lot nore to
cover .
HEARI NG OFFI CER HARWOOD:  Okay.

Q (By M. Wehneyer) But | tell you what, just
in terns of using a flat deck, | nean, isn't the
play -- the flat deck -- these are publicly traded
conpanies. This is the Securities and Exchange
Comm ssion trying to make apples to apples so that
everybody can conpare their PDP and their probables
and i nvestors know exactly what are these econonic

cases based on?

A. That was a question?
Q Yeah. The use of a flat deck?
A. The use of a flat deck is one of the

ranges of prices that we do in all economc
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anal yses.
Q Did -- the EIA do they have a lo
commodity price forecast that they publish?

A. Yes.

Q Woul d that commpdity price forecast | ook a

whol e | ot closer and actually even higher t

one that Enpire used here at their conservative

1 percent escal ated?

A | haven't | ooked at it.

Q So the EIA was a source of |ong-t
commodity price data that you chose not to
your nodel, right?

A | used the futures market, and th
actual barrels that change hands.

Q. Those are contracts that are happ

the year 20257

A. Absol utely. And those are commtted to

deliveries, and it's very common for people
futures prices into their analysis.

Q Okay. But the EIA you can't sit
say whether it would actually even be -- a
case than what Enpire has projected?

A. | haven't | ooked at it because |
it. And | don't know any econom c anal ysis

t hat use the ElI A deck.
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Q Well, as we tal k about direct evidence,

250

woul dn't historical oil prices be direct evidence of

prices?
A. No.
Q Vhy not ?
A. Because they don't predict future prices.
Q Right. But at |east |ooking backwards, it
woul d be -- if the Comm ssion wanted to know of the

| ast 36, 40 years, whatever, what has actually
happened, it would be a |ogical place to |ook,
woul dn't it?

A. It would be an illogical place to | ook fo

a pro forma analysis that |ooks only into the

future.
Q. Have you | ooked over the | ast 40 years on
what - -
MR. WEHMEYER: It's going to be N
Q Al right. If we just -- just |ooking

back to 1986 actual oil prices, do you see that

there's been an average escal ati on of 2.77 percent?

r

Oh, | lost it.
M5. HARDY: It's pulling up the wong
t hi ng.
A. | saw it.
Q (By M. Wehneyer) You saw it. It was
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Cross- Exam nation by M. Whneyer 251
2. 77 percent over the last 35, 40 years, right?

A. I f sonebody cal cul ated that correctly,
yeah. | nmean, but historical prices have no
rel evance to analyzing future prices. They really
don't.

Q In terns of the highest case ever, at the
conservative 1 percent escal ated that Enpire uses,
what's the highest oil price that it ever gets to?

A 118.

Q. You can tell the comm ssioners that we've
seen $118 oil twice in the last 15 years, haven't
we?

A. We have, yes.

Q Okay. So in terms of -- it's not |ike
this is an econom c case that gets to sone $175 WII
barrel that has never been seen in the history of

time. We have seen $115 oil during our professional

lives?
A. That's true.
Q And with respect to the 1 percent

escal ator that M. West used, just | ooking at
hi storical, that would be conservative to
historical, wouldn't it?

A. I would never ook to historical to

establish an escal at or.
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MR. WEHMVEYER: |'m -- Conm ssioners,
|"'mat a -- I'"'mat ny tinme, and |I know everybody's

got other things to get to, but |I certainly have
addi ti onal exam nation. | would estimate an hour or
| ess on the additional, whenever we have to
reconvene.

HEARI NG OFFI CER HARWOOD: Al l right.
Well, we'll have to pick up --

MR. BECK: M. Hearing Oficer,
before we sign off, | just want to rem nd everyone
that | requested Jack Wheeler's notes that refl ect
what he provided to his paralegal, and I've emil ed
everyone about that. But | have not received a copy
of those notes.

HEARI NG OFFI CER HARWOOD: Okay. We
will take that --

THE REPORTER: Who was speaking? |'m
sorry. Who was that speaking?

MR. BECK: Sorry, Kendra. That's
Matt Beck.

THE REPORTER: Thank you.

HEARI NG OFFI CER HARWOOD: M. Beck,
you'll just have to take that up with Enpire.

M. Razatos, did you have anything that

you wanted to say before we go off the record? Any
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housekeeping matters or other matters of substance?
CHAI RMAN RAZATOS: We do. Just like
all other Comm ssion neetings, we have to kind of
wap it up like we normally do. So thank you,
everybody, for the participation this week.
Appreciate it.
Qur next point that we have in our
schedul e, in our agenda, is any pending litigation.
M. Shandl er, do we have any pendi ng
litigation or any updates that we needed to bring
up?
MR. SHANDLER: No, M. Chairman.
CHAI RVAN RAZATOS: Excel lent. Thank
you.
Comm ssi oners, any other business that we
needed to bring up?
COW SSI ONER AMPOMAH:  No, M. Chair.
CHAI RMAN RAZATOS: Thank you.
COW SSI ONER LAMKI N: Not from ne
ei ther.
CHAI RMAN RAZATOS: Thank you.
Appreciate it.
Qur last point is, our next neeting is
schedul ed for April the 21st through the 25th of

2025, which is in tw weeks. So we wll see
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everybody again here in about two weeks.

And if there's nothing else, our neeting
I s adjourned. Thank you, everybody. Have a happy
and safe weekend, and we'll see you soon.

(The proceedi ngs concluded at 3:46 p.m)
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AFFI RMATI ON OF COVPLETI ON OF TRANSCRI PT

|, Kendra D. Tell ez, DO HEREBY CERTIFY that on
the 7th day of April, 2025, a hearing of the New
Mexico O | 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 enpl oyed 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.

April 25, 2025
Tiﬁﬁkﬁlﬂﬂa. "‘r:kéggfrf

KENDRA D. TELLEZ

Veritext Legal Sol utions
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