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ON BEHALF OF NEW MEXI CO O L CONSERVATI ON COWM SS| ON:

ALSO

APPEARANCES

ADRI ENNE SANDOVAL, ESQUI RE (by vi deoconf

New Mexico O | Conservati on Conmm SSi on

Energy M nerals and Natural Resources De

1220 South Saint Francis Drive

Santa Fe, New Mexico 87505

adri enne. sandoval @t ate. nm us

PRESENT:

Adam Ranki n, Esquire, on behalf of Pinon

M dstream LLC (by vi deoconference)

Steven Green, Pinon Mdstream LLC (by

vi deoconf erence)

Dyl an Fuge, General Counsel, Energy M nerals

Nat ur al

Resour ces (by videoconference)

Greg Bl oom Designee of Comm ssioner of

Lands (by vi deoconference)

Dr. WII

i am Anpormah, Designee of the Energy

Secretary/ Prof essor, New Mexico Tech (by

vi deoconf erence)

erence)

part ment

Publ i c

Chri st opher Mbander, Conmm ssion Counsel (by
vi deoconf er ence)
Fl orene Davi dson, Commi ssion Clerk (by
vi deoconf er ence)
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APPEARANCES (Cont'd)

ALSO PRESENT:

Adam Ranki n, on behalf of Pinon Mdstream LLC
(by vi deoconference)

Jesse Tremaine, Ol Conservation Conm ssion (by
vi deoconf erence)

Brett Torrence (by videoconference)

Steven Green, Pinon Mdstream LLC (by

vi deoconf erence)

Dyl an Rose- Coss (by videoconference)
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PROCEEDI NGS

CHAI R SANDOVAL:  August 8th at 9:02
a.m And this is a regularly schedul ed neeting of the
O | Conservation Conm ssion.

"' m Adri enne Sandoval, Chair of the Ol
Conservation Comm ssion and Director of the Ol
Conservation Division.

Wul d the other two conm ssioners
pl ease introduce thenselves for the record?

COWM SSI ONER BLOOM  Madam Chair, good
norning. M name's G eg Bloom And | amthe designee
of the Comm ssioner of Public Lands.

DR. AMPOMAH. | am Dr. WIIiam Anpomah,
desi gnee of the Energy Secretary and al so professor at
New Mexico Tech.

CHAI R SANDOVAL: Also with us is
Comm ssion Clerk, Florene Davidson, and Conm ssion
Counsel, Chris Mander.

First itemis the approval of the
Agenda. |Is there a notion to adopt the agenda?

COW SSI ONER BLOOM  Madam Chair, | so
move.

DR. AMPOMAH. Madam Chair, | second.

CHAI R SANDOVAL: M. Mbander, would you

do a rollcall vote please?
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MR. MOANDER: Absolutely, Madam Chair.
Comm ssi oner Anpomah?

DR. AMPOMAH:  Approved.

MR. MOANDER: Conm ssi oner Bl oonf

COW SSI ONER BLOOM  Appr ove.

MR. MOANDER: Madam Chair?

CHAI R SANDOVAL: Approved.

MR. MOANDER: The notion carries.

CHAI R SANDOVAL: Next itemis approval
of the August 11, 2022, nmeeting mnutes. |Is there a
notion to adopt the nmeeting m nutes?

COVM SS| ONER BLOOM Madam Chair, | so
move.

DR. AMPOMVAH: Madam Chair, | second.

CHAI R SANDOVAL: M. Mbander, would you
do rollcall please?

MR. MOANDER: Yes, Madam Chair.
Comm ssi oner, Anmpomah?

DR. AMPOMAH:  Approved.

MR. MOANDER: Comm ssi oner Bl oonf?

COW SSI ONER BLOOM  Appr ove.

MR. MOANDER: Madam Chair?

CHAI R SANDOVAL:  Approve.

MR. MOANDER: The notion carries.

CHAI R SANDOVAL: All right. Next item
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on the Agenda is an update on Case Nunber 21872.
Application of Titus Ol and Gas Production for
approval of production allocation.

And | believe we have Dyl an Fuge from
the Energy M nerals and Natural Resources Depart nent
to provide an update on the status of the MOU between
Texas and New Mexi co.

MR. FUGE: Good norni ng, Madam Chair,
Comm ssi on.

My name's Dyl an Fuge. |1'mthe general
counsel at the Energy, Mnerals, and Natural Resources
Depart nent.

And | can give the Conmm ssion the
foll ow ng update on the MOU.

Actual ly, we ended up calling in an MOA
with the Texas Railroad Comm ssion. W were able to
successfully conclude negotiations with the Railroad
Comm ssion in the | ast week or so.

The docunent was fully executed by both
parties, |last Friday, Septenber 2nd. And we are
currently working on, at |east on the New Mexico side,
sonme updates, a Notice to Operator, and sone
announcenents, just to conmunicate the existence of

the MOA, and sone of the expectations consistent with

my prior reports, and this Conm ssion's Order.
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The MOA covers allocation of production
and the Application of Regulatory -- Variance
Regul atory Requirenents to cross border facilities.

And to be clear of the type of cross
border facilities recovered are cross border
facilities with producing intervals and take points in
both states fromthe sanme wel | bore.

And so |'m happy to dive into a little
bit nore detail if the Comm ssion has questions. But
ot herwi se, that where things stand.

CHAI R SANDOVAL: Are there any
questions fromthe conm ssioners or counsel? Question
counsel or recorder?

MR. MOANDER: | have a question

CHAI R SANDOVAL: Go ahead.

MR. MOANDER: M. Fuge, would it be
possi ble to get a copy of that docunent sent to ne and
t he comm ssion nmenbers? |s that okay?

MR. FUGE: Yes.

MR. MOANDER: Could you do that?
Awesone.

MR. FUGE: Absol utely.

MR. MOANDER: | think in order to

foster discussion, and | hate to suggest we m ght want

to drag you back to a neeting.
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Havi ng the opportunity to review all
that, and then me discuss it with the Comm ssion, and
t hen ask you questions, is probably going to be a bit
nore fruitful of a discussion.

| realize this was all jamed in. So
|, by no neans, fault you or anything for not having

t he docunent out today.

But yeah. | think that m ght be a good
| dea, Madam Chair. |Is if we have questions, or you
know, | can speak with you comm ssioners individually.

If there are questions, then you can
request that M. Fuge reappear next nonth if we want
to ask him any.

MR. FUGE: That would be --

MR MOANDER: Or -- | could --

MR. FUGE: -- that would be perfectly
fine with ne. Yep.

CHAI R SANDOVAL: |I'm nuted and j ust
tal king to nyself.

So general question. | believe it was

part of the Order we entered into, jeez, eight nonths
ago, six, eight nonths ago, that it was required for
the Division to provide quarterly updates.

Wth the MOA bei ng executed, does that

need to continue? O | think that m ght be conpl et ed.
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MR. MOANDER: That'll be up to, | think
your discretion, Madam Chair. What we could do, is
next nonth, bring this back for review, or revision of
t hat Order.

And then we could -- we would nodify
the Order and alleviate the burden of -- of the
Di vision to appear quarterly.

CHAI R SANDOVAL: COkay. You're kind of
comng in and out a little bit for me on sound. |
don't know if I'mthe only one.

MR. MOANDER: | think
my -- ny -- honestly, | think ny headset is about to
give up the ghost. | noticed sonme exposed wires this
nmorning | hadn't seen before.

So it -- they've served well for over
two years, but the end is neigh. So | apol ogize for
that. | don't have any substitutes readily avail able.

CHAI R SANDOVAL: All right. So it
sounds |i ke maybe, Ms. Davidson, can we plan to go
ahead and put the update on the Docket again, next
mont h?

M. Fuge will circulate a copy to
M . Mander, of the MOA, and then we can have any
di scussion that there may be at that neeting.

And potentially nodify the Order to
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all eviate the Comm ssion, or the Division having to
appear every quarter for an update.

MS. DAVI DSON:  Yes.

CHAI R SANDOVAL: Thank you.

MS. DAVI DSON: You're wel cone.

CHAI R SANDOVAL: All right. Anything
el se from M. Fuge before we nove onto the next Agenda
I tenf?

Al right. Thank you for any update.
Al right.

W will nmove on to Case Nunber 22977.
VWhi ch was Application of Pinon Mdstream LLC to Anend
Comm ssion Order Nunber R-21455-A to increase the
maxi mum daily injection rates for an |Independence AG
#1 and #2 in Lea County, New Mexi co.

Al right. Do we have counsel for
Pi non and the Division?

MR. RANKIN:. Good norning, Madam Chair.
May it please the Commi ssion.

Adam Ranki n appearing on behalf of the
applicant in this case, Pinon Mdstream LLC.

We have two witnesses this norning.

And | would like to make a short Opening Statenent.

CHAI R SANDOVAL: Okay. Let's do a

soundcheck with the Division and then we can npve to
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Openi ng St at enents.

| think | see M. Trenmmine. Are you
here?

MR. TREMAI NE: Good nor ni ng,

Madam Chair. This is Jesse Tremaine for the Ol
Conservation Division.

Thank you for a soundcheck. W are
having -- | am having sonme issues wth the conputer
audio this nmorning. So | hope you can hear ne.

And | amworking with the Division's
single witness, M. Dylan Rose-Coss, to actually get
on right now He is not yet available in the neeting,
but I amtalking to himoffline.

CHAI R SANDOVAL: He | ooks like he's on
the attendee list. And | can nove himover -- | just
noved hi mover to a paneli st.

MR. TREMAI NE: Excellent.

CHAI R SANDOVAL: M. Rankin, are your
W tnesses with you or do | need to nove them over to
be a panelist?

MR. RANKIN: They are going to be
needed to nove over to be added as a paneli st.
They're actually in the roomwth ne. But -- so we're
goi ng to dance around the sound and nuting issues.

But they also need to be added as
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panelists. That would be M. Steven G een and
M. David Wite.

CHAI R SANDOVAL: | see a Steven. | do
not see M. Wite.

COWM SSI ONER BLOOM | see David Wite
on the -- on the screen in grid | ayout.

CHAI R SANDOVAL: Oh. GCkay. Then he
was already over. So | think we've got everybody.
Thanks Conm ssi oner, Bl oom

All right. | think we've got all of
the functional pieces done. Go ahead, M. Rankin, and
begi n your Opening Statenent.

OPENI NG STATEMENT

MR. RANKIN: Thank you very nuch,
Madam Chair. My it please the Conm ssion this
nor ni ng.

Pinon i s seeking an anendnent of the
exi sting Conm ssion Order R-21455-A, which woul d
authorize it to inject conbined daily volunme of up
20 mlIlion standard cubic feet per day for its
| ndependence AG #1 and #2 wel | s.

The AG@ #1, was previously approved by
the Comm ssion under the Order | just referenced. And
the AG #2 was separately approved by the
Adm ni strative Approval by the Division in SWD O der,
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SVWD2464.

However, at the tinme the Division
approved that Adm nistrative Order, it did not believe
It had authority to grant an injection rate up to
20 mllion standard cubic feet per day as requested.

Therefore, we file this Application
with the Conm ssion to anmend the underlying O der.

And the requested increase in volune is
necessary to neet the anticipated acid gas disposal
needs of the industry upstream and operations in the
ar ea.

The requested 20 mllion standard cubic
feet, just -- but for reference, wll occupy a vol une,
approxi mately 8,200 barrels per day.

VWich is significantly |less than what
the Division usually sees in terns of saltwater
di sposal wel | s.

Whi ch coul d range, generally, when
I njecting into Devonian, from anywhere from 10, 000
barrels per day up to 30 or 40,000 barrels per day or
nor e.

So for conparison, the current vol une
limtation of 12 mllion standard cubic feet per day,

woul d occupy approximately 4900 barrels of liquid

volume at the reservoir pressure and tenperature
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conditions in the injection formtion.
So it's a relatively nodest request for

an increase in an injection rate.

The request will allow the Pinon
facility, and the injection wells, will help avoid
flaring and will prevent waste.

It will also help prevent the rel ease
of atnospheric -- into the atnosphere of CO2, wll

hel p assure continued stability and snooth operations
at the treatnent plant.

Today, we will be presenting two
W tnesses. The first witness is Pinon CEO, M. Steven
G een.

He' Il be introducing the conpany to the
Comm ssion. He will review the conpany's footprint
operations in Southeastern New Mexi co.

And he w Il provide a short background
and explanation for why it is the conpany is
requesting the increased injection rate at this tine.

And the second witness wll be
M. David White, which he elects. And he's going to
provide the techni cal background necessary for the
Comm ssion to make its determ nation on the request,
provide a short history, and to get the new Conm ssion

up to date on the prior approvals, and the background
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on the facility, the geol ogy, and the operations.

And then he'll give an overview of the
nodel i ng that was done and updated to confirmthat the
proposed injection rates are suitable for the
reservoir conditions.

And then he'll also give an update on
the fault slip nodeling that was done to confirmthat
there is not an unreasonably increased risk in undue
seismcity.

Wth that, Madam Chair, | woul d ask
that our two witnesses be sworn in.

CHAI R SANDOVAL: Okay. Let's go ahead
and let the Division make their Opening Statenents and
then we'll swear themin before they each start.

Thank you. M. Trenmmi ne, do you have

any Openi ng Statenments?

MR. TREMAINE: Very briefly,
Madam Chair. Good norning conmm ssioners and
Madam Chai r.

OPENI NG STATEMENT

MR. TREMAI NE: Thank you for this
opportunity. The OC entered its appearance in this
matter for limted purposes.

The O| Conservation Division wants to
ensure that appropriate safeguards are nmet should the
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Comm ssi on anend the underlying Order.

And the Division also wanted to ensure
that the Division's technical reviewers -- reviewer,
was avail able to the Comm ssion for any -- to provide
sonme background i nformati on about the Division's
review of the Application and to be available for any
guestions fromthe comm ssioners.

The Di vision does not object to the
Application after it's had the opportunity to review
the final prehearing statenents.

And so | do not anticipate any
significant concerns with the materials that | expect
Pi non to present today. Thank you.

CHAI R SANDOVAL: Okay. Thank you,

M. Tremaine. All right.

M. Rankin, would you like to call vyour
first witness?

MR. RANKIN. Thank you, Madam Chair.

I'"d like to call Pinon's first wtness,
M. Steven G een.

UNI DENTI FI ED SPEAKER: Madam Chai r.
Sorry. | hate to interrupt. But did we get everyone
sworn in?

CHAI R SANDOVAL: | was going to have
himcall the witness and then swear himin.
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UNI DENTI FI ED SPEAKER: Onh. | didn't
know i f you were going to do -- okay. That's okay,
too. Just making sure we didn't skip over that part.

CHAI R SANDOVAL: Ckay. Sorry. o
ahead, M. Ranki n.

MR. RANKIN: Thank you, Madam Chair.
We'd like to call our first wtness, M. Steven G een.

CHAI R SANDOVAL: Thank you. M. --

MR. RANKIN: Madam Chair, | guess you
can go ahead and swear him Thank you.

CHAI R SANDOVAL: All right. M. Geen,

can we hear you?

MR. GREEN. Hello. Can you hear ne?

CHAI R SANDOVAL: We can. W cannot see
you, but we can hear you. |Is that possible to be able
to see you?

MR. GREEN:. Sorry. | didn't start ny
vi deo.

CHAI R SANDOVAL: Okay. There you are.
Al right. M. Torrence, would you please swear in
the w tness?

THE REPORTER: M. Green, can you
pl ease state your nanme for the record?

MR. GREEN: Steven G een.

THE REPORTER: Thank you very nuch.
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Coul d you pl ease raise your right hand?
VWHEREUPOQN,

STEVEN GREEN,
called as a witness, and having been first duly sworn
to tell the truth, the whole truth, and nothing but
the truth, was exam ned and testified as foll ows:

THE REPORTER: Thank you very nuch.

CHAI R SANDOVAL: Al'l right. Go ahead,
M. Rankin. Thank you.

MR. RANKIN: Thank you, Madam Chair.
May | have the ability to share ny screen?

CHAI R SANDOVAL: Yes. G ve ne a second
and |'Il give you perm ssion. Gkay. You should be
able to now.

MR. RANKIN:. You all see ny screen?

CHAI R SANDOVAL: Yes. Yes. This is
going to be a little bit small, but.

MR. RANKIN: | wll make it bigger.

CHAI R SANDOVAL: Okay.

MR. RANKIN: So that we can see it.

CHAI R SANDOVAL: Thank you.

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

name for the record?
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St even G een.

And for whom do you work?

> O >

Pinon M dstream LLC.
Q How | ong have you been enpl oyed by Pinon
M dst reanf

CHAI R SANDOVAL: Sorry to interrupt,
but it's really hard to hear you. You cane across
clearer earlier.

THE W TNESS: Yes. |Is that better?

CHAI R SANDOVAL: Yes. Substantially.

THE W TNESS: Okay. |'ve got to -- so
| have to turn ny volunme up. Yeah. |'ve probably
been there for years where --

CHAI R SANDOVAL: Now, we're getting a
|l ot of -- I"mgetting a |ot of feedback. You' re kind
of |ike echoey.

THE W TNESS: Yeah. Once second. |'ve
got ny volune audio down. So just give ne two
m nut es.

CHAI R SANDOVAL: No problem

MR. RANKIN: Sorry, Madam Chair. W're
just coordinating our protocol here.

CHAI R SANDOVAL: Okay.

BY MR, RANKI N:
Q So, M. Green, for whom do you work?
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A
Q
M dst r eanf
A
appr oxi mat
Q
bef ore?

A
Q

your educational background and rel evant work

experience
A
Mechani cal

Uni versity

Pinion Mdstream LLC.

And how | ong have you been enpl oyed by Pinon

We fornmed in Decenber of 2020. So
ely 1 year and 10 nont hs.

Have you had to talk before the Comm ssion

| have not.

Coul d you pl ease provide a short summary of

?

Yes. |1've got a Bachelor of Science in
Engi neering from M ssi ssi ppi State

, graduating in 2001.

| entered the M dstream space in 2008. and

have pretty substantial experience in working in sour
gas assets, including aimng, treating, and H2S to CO2
sequestration.

Q And what is your current position at Pinon?

A |"mcurrently acting as the CEG

Q And in that role, what do your duties
I ncl ude?

A Real | y overseeing the business strategies
of -- of the conpany, for the nost part. |[|'ve been
heavily involved in the technical design and
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installation of the facilities.

But basically overseeing all of the day to
day operations and -- and controls of the conpany.

Q And you're appearing as a fact wtness, as a

non- expert w tness today. Correct?

A That's correct.

Q And you will be presenting a technical

w tness, M. David Wiite, follow ng your testinony?

A That's correct. Yes.

Q And you're famliar with the Applications in

this case?

A Yes.

Q Is Exhibit A which was filed with the
Comm ssion previously, is that a correct and accurate
copy of the Application that was filed?

(Exhibit A was marked for
I dentification.)
A Yes.
Q And are you famliar with the Conm ssion

Order R-21455-A that was entered previously?
(Exhibit B was marked for
I dentification.)

A Yes.

Q And Exhibit B is a hard copy of that

Comm ssion Order. Correct?
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A Yes.

Q And then the nanes, just so for reference,
the names of two AG wells that we're tal king about
here are the AG -- |Independence AG #1 and the
| ndependence AGQ #2?

A That's correct.
Q And approxi mtely, where are these wells
| ocat ed?

A They're located in Section 20 of Township 25
Sout h, Range 36 East, in Lea County.

Q And the I ndependence AG #1 has been
approved. And it has been drilled. And is it
currently operating?

A Yes.

Q Okay. And the AG #2, it's been approved

under an Admi nistrative Order. And it's currently
being drilled. Is that correct?

A Correct.

Q And M. Green, you prepared a presentation
today to famliarize the Comm ssion with your conpany,
wth Pinon Mdstream it's operations, and it's
current footprint.

And then also, it's request to increase the
injection rate in both of these wells.

A Correct.
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Q And just bear with nme, the conpany, Pinon

M dstream is requesting to increase the injection

rate from 12 mllion standard cubic feet per day to a
rate of 20 mlIlion standard cubic feet per day in both
wel | s?

A Correct.
Q And what that neans is that Pinon could
I nject a total volune, conbined total volunme, of 20
mllion in either one, or both, or wells
si mul taneously, or one or the other. Any conbination.
Correct?
A Correct.
Q Let's see. 1'mgoing to go ahead and nove
my exhibit to the first slide in your presentation.
And hopefully we can all see it better this
way. And |I'mnoving to slide nunber three, M. G een.
WIIl you just review for the exam ners, give
us an overview of the conpany, it's footprint, it's
current operations.
And tell us a little bit about how you cane
to be CEQ, and a little bit about the conpany's
backgr ound.
A Sure. |I'mhappy to. To provide the
background, the idea of Pinon Mdstream started

wth -- actually wth Anmeredev.
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Amer edev approached us in -- in early 2020
with an issue they were having in the basin of -- of
not having a solution for handling both CO2 and H2S.

As they approached us, we started
I nvestigating really, you know, were they the only

ones in the region and how significant of an issue it

was.

And what we found is that the -- the eastern
side of -- of the basin here is heavily |l aden with H2S
and CO2.

And given those findings, we -- we'd cone up

wth the idea of Pinon Mdstream of just being solely
a -- a solution for -- for mtigating CO2 and H2S for
t he basin.

So, you know, Aneredev really had the need.
They brought -- they -- they were |ooking for
expertise that had substantial H2S and CO2
sequestration expertise.

We had a team of engineers that -- that were
really, you know, quite a bit of experience in -- in
handl i ng such sour gas.

And so in 2020 we forned the conpany. And
hit the ground running inmediately putting in
facilities for -- for mtigating the issues that

Amer edev had.
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They had quite a bit of gas shut in because
of the anmpunt of CO2 and H2S that -- that they were
experiencing within the region.

Pi non was fornmed with partners. Aneredev,
who is primarily just a producer within this region.
And we al so have a partner in Black Bay Energy Capital
that's provided the -- the capital for -- for the
conpany to -- to build out.

As for the nmanagenent team we -- we have
got a -- about a conbined m dstream experience of
roughly 55 years of well and gas experti se.

Several of us have pretty significant
experience in H2S and CO2 handling. Particularly
around sul fur recovery in sequestration.

| personally spent the very first few years
of nmy career in -- in a sour gas treating facility
where we were -- we were treating gas that was 32
percent H2S on the inlet and up to 6 percent CQO2.

So quite -- quite a bit of experience and
under st andi ng of the technical aspects of handling
such a sour stream which is very inportant for the
application we're dealing wth.

You know, treating natural gas w thout CQO2
and H2S is -- is a very different technol ogy and

experti se.
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We were fortunate, you know, to have the
experience and cone in and -- and really, this is
pretty second nature in understanding the design
criteria for -- for building an asset out with such
subst anti al contam nants.

Kind of noving on to towards the -- the map,
ki nd of provided in the -- in the screen here.

We'll kind of start off with kind of the hub
of our facility, which is the -- the green box, which
I's our Dark Horse Treating Facility.

At this location, is where our two AGl s are
| ocated. This is where our two aimng plants are
| ocat ed.

We've got two 400 GPM Aimng Units with a
conbined inlet treating capacity of 170 mllion cubic
feet a day.

We're going to talk about the gathering side
of -- of gathering the sour gas within the region
and -- and directing it towards Dark Horse.

If you -- if you |look at the blue |ine that
travels fromthe Dark Horse Facility, all the way down
to kind of the maroon box, the White Horse Conpressor
Station.

This blue line is a 16 inch sour gas

pi peline that we kind of use as a gathering header.
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We -- we have | ow pressure pipes that are behind each
of our conpressor stations that are owned by the
pr oducers.

They aggregate their volunes to our
centralized conpression points. Particularly, the
White Horse Conpressor Station and the G la Conpressor
Station in purple.

And we al so have conpression at the Dark
Horse Facility as well. W -- we then take that gas,
pressure it up to roughly 11 to 1200 pounds of
pressure.

We have roughly 45,000 horsepower of
conpressi on, and AG@ conpression, available on the
system

And that gathering systemdirects all the
gas up to the Dark Horse Facility. W then treat it.
We renove the CO2 and H2S. W inject the CO2 and H2S
downhol e.

And then the sweet gas that is left out on
the -- on the discharge side of our plant, is then
redelivered into our Grande Pipeline.

VWhich is a 20 inch pipeline that traverses
around 20 to 22 mles out into the basin where we
provide nmultiple deliveries to nmultiple gas processors

w thin the region.
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As we kind of entered the region, one of the
things we heard and |istened, you know, fromtalking
with all the producers in this area, is -- is issues
of reliability and redundancy were big concerns.

So kind of our -- our focus has really been
to solve their problem but provide as nuch optionality
and redundancy as we can in doing so.

One thing that we're -- we're super proud
of, given our -- our infancy as a conpany, and given
the conplexity of the things we try to do, is our
safety track record. W have zero recordable
I ncidents since we started at the facility.

And -- and I'll tell you, as you buil dout
Greenfield Systens, you're really susceptible to
i ncidents early on, in your conpany's infancy.

So we've been able to -- to maintain a very
perfect track record for safety. |It's been a huge
conponent of our focus and a big part of our culture
as a conpany, and -- and how we're growing -- grow ng
our sel ves.

Q And so you are currently the operations of
t he conmpany. You're limted to Lea County. |Is that
right?

A That is correct.

Q M. Geen, I'd just |like to point out, I
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t hi nk your video may be turned off.

So if you can turn that back on is possible,
but everybody can see you. There you are. There you
are. Geat.

So let's nove onto the next slide, which |
think, will give us a little nore of a tineline.

A Yeah. This is kind of the -- this really
ki nd of shows a picture of just how quickly
we've -- we've progressed in our -- as a conpany here.

W -- we forned and in 2020, actually
Decenmber of 2020, and inmmediately hit the ground
running in developing facilities.

We started construction in March of '21. W
were online in August of '21. And -- and we had
constructed a -- a portion of our Grande 20 inch
gat heri ng pi peline.

We had installed our first am ne plant,
which is a 40 GP -- or 400 GPM Am ne Plant. And |
conmm ssi oned the AG | ndependence #1, by August of
2021.

So roughly 8 to 10 nonths, is -- is the
timeframe from when the conpany was fornmed, to when
were actually, physically in operation.

Shortly thereafter, after comencing

operation, we -- we started conmm ssioning of our sour
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gas pipeline the Dehondo [ph] 16 inch pipeline. And
our White Horse Conpressor Station, which was the nost
sout hern station on our system

G ving it another nonth, we are adding
anot her conpressor station for aggregating nore
production that was com ng online in kind of the
central corridor of our gathering asset, our Gla
System

And then in Decenber of '21, we added our
second ami ne training service.

Moving into 2022, we extended our 20 inch
pi peline further out into the basin, giving us nore
optionality for redelivery of sweet gas to nultiple
processors within the region.

And then, kind of noving into June of '22,
we actually spudded our second AG well, and we're
anticipating of having that well ready for operations
come early October of this year.

One thing | want to point out is -- is
the -- the inportance of this AG in that it provides
a very |large scal able solution to the basin. Wich is
very critical for the production in this region.

Q Let's talk a little bit about how t hat
| ooks.

A Yep.
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Q And your operation of the AG to date. On
your next slide, review for the Comm ssion, what each
of these graphs represent. And give them a thorough
revi ew about the operations.

A Sure. Sure. The -- the two graphs on the
| eft are -- are pressure profiles for the subsurface
and surface points that we nonitor continuously.

And so this data on the left-hand side
Is -- is all of the data that we've aggregated for
2022.

And the -- the reason that we're show ng
this is that we're wanting to show the perfornmance of
the well as it's perfornmed wth varying anmounts
of -- of disposal for this year.

The trends are very snmooth, and very
constant, and it'd indicate that the well is
performng very well, and nuch as we've nodel
anticipated, the -- the well to perform

You'll notice that the -- the purple line is
actually the -- the downhol e pressure at the bottom of
the well. And that -- that reads over to the
ri ght-hand side of the graph.

And the blue line is the -- is the surface

pressure of the injection, which reads closer to the

| eft-hand side to -- of the graphs. Ckay.
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And -- and things that we're pointing out is
that we've had a couple of issues, or instances,
in -- in our operation where we've |ost power. O the
downstream markets had issues withing their facilities
and shut us in.

And you can see that we had very mnor blips
in -- in pressures, particularly at the -- in the
downhol e i njection.

You know, you can see we typically operate

around 7400 pounds, but as we cone off of injection,

we -- we |ose less than 200 pounds of pressure.

Whi ch indicates that the well is
really -- can handle quite a bit nore injection
capacity, is -- is what we're trying the articul ate
with -- with these graphs here.

Moving on to the right-hand side, we wanted
you guys -- give an idea of -- of what have we done so
far this year?

So if -- if you |look at the graph on the
ri ght-hand side, we've got a chart that shows both in
metric tons and in mllion cubic feet of what we've
di sposed on and as -- as a per nonth basis.

The blue chart, or the blue graph here,

i ndi cates that anmount of CO2 in nmetric tons di sposed

of per nonth.
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The -- the yellow chart that's |ayered in on
top is the amobunt of H2S di sposed of.

And the red line, which is paired with the
ri ght-hand side of the graph, is the actual mllion
cubic feet of gas or TAG stream that was di sposed of
in that given nonth as well.

One of the things you'll notice, is that our
production has sone dips, as in it's getting | owered
as -- in the front -- first quarter and second quarter
of the year.

And you can see it's starting to kind of

grow outwards since we've been into Muy.

And what -- what that shows is that
the -- the producers in this region, is they cone in
to produce and drill wells.

They actually have to shut-in existing gas
In order to not affect those wells, while they're
drilling and conpleting new wells.

And so what you're seeing here, in February
through April, is quite a bit of gas taken offline in
preparation of bringing much nore gas online.

So right now, we're currently in the ranp.
We are seeing gas being added to our system every day.

Now, August |l ooks a little deformed for this

map because at the tinme we pulled this together, |
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only had 23 days of data to kind of show.

But if | were to show you all of August and
i nto Septenber, that ranp goes further out to the
right.

The -- the matrix on bottom here, just
really kind of articul ates physical values fromthe
graphs that you can easily kind of see the conparison
of a mllion cubic feet to netric tons of CO2 and H2S
that's been di sposed.

Q So M. Green, |ooking at that chart, okay,

it looks to ne like in T-A-G TAG is -- neans the
treated acid gas. |s that correct?
A That's correct.

Q So | was |ooking at that chart. By the end
of August, you're already approaching 4 1/2, close to
5 mllion standard cubic feet of gas per day.

And your limt currently, is 12 mllion
cubi c standard feet of gas per day.

What are your projections for the conmpany in
terns of when you're going to start running up agai nst
the injection rate capacity?

A Yeah. It's -- that's a great point. And
in -- in exactly a year of operation, we've already
achi eved roughly 50 percent of the capacity of the

exi sting well.
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And with current production projections,
we're anticipating of -- of being conpletely full in
the well by the end of 2023.

Q I think in your next slide you're going to
talk to us alittle bit nore about those projections,
how you' ve come to them

And then | et the Conm ssion know t he
ti meframes and why you're asking for an increase in
the rate now.

So let's nove on to the next slide. And if
you woul d, just review for the Exam ners -- the
Comi ssi oners, each of the el enents of this next
slide.

So they can understand how you've cone to
your projections and what the future production area
| ooks |i ke. Go ahead.

A Yep. WIIl do. So -- so starting off with
this slide here, there -- there's a matrix at the top,
that we wanted to provide to the Conm ssion, to give
you an idea of what does this TAG gas stream capacity
equate to from a physical production capacity.

So with our current AG@ capacity of 12
mllion cubic feet a day, that roughly equates to
around 260 mllion cubic feet a day of gas production.

Al right.
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And giving a -- a specific CO2 and H20 -- or
H2S conposition, equates to roughly 97,000 netric tons
of H2S. And a 109,000 netric tons of CO2 annually.

Al right.

What we are requesting, is -- IS an increase
In that capacity of 20 -- 20 mllion cubic feet a day,
whi ch woul d provide us the ability to treat upwards of
430 mlIlion cubic feet a day of produced gas in the
regi on.

And you can see the -- the amobunts of CO2
and H2S that was sequestered as well.

Movi ng further down into the -- to -- of the
page here, and -- | ooking towards the graph,

Lea -- Lea and Eddy Counties are probably two of the
nost prolific regions for oil and gas production in
the United States.

A substantial anount of growth has occurred
and is going to continue to occur over the foreseeable
future.

What we know about the basin, is that it is
going to continue to need nore CO2 and H2S sol utions

in order to realize production in this area of the

basi n.
You can kind of see to the graph here,
we -- we do quite a bit of research on kind of
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understanding the -- the history produced within Lea
County.

And as well as trying to kind of articulate
what we believe the growth is going to |look Iike for
t he foreseeable future.

So if you -- if you |look at the graph or the
chart to the bottom the -- the blue portion indicates
ki nd of historical data of what gas physically flow ng
out of just Lea County has | ooked like up to 2022.

And you can see we've reached over two BCF of gas
producti on.

And with the gray line, it indicates the
nunber of conpletions that have occurred for the
hi story of the region.

And the -- and the yellow indicates the
number of rigs that are -- that have been running just
in this county.

So you can -- you can articulate the -- the
yellow line and the blue Iine with the right-hand side
of the graph.

And the blue and the orange |ine equate to
the | eft-hand side of the graph for gas production.

What we're seeing past '22 and over the next
several years of -- of production for this -- just

this one county, within 5 years we're going to add a
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BCF of capacity to this region.

And in order for us to be able to do that,
we've got to have nore solutions for sequestering CO2
and H2S.

If -- if you nove, and | ook towards the
ri ght-hand side of the graph, we've -- we're providing
kind of well density for wells conpleted since 2018,
upwar ds of 2022.

And what you see here is that if you nove
further west into Lea County, and in towards Eddy
County, you see a very, very high density of produced
gas.

Well, in that region, it doesn't have the
CO2 and H2S issues that the eastern half of the region
does.

If you were able to zoomin and | ook at the
green nodes close to the Texas border there, you'll
notice that it's not near as dense from producing
wells within that region.

And the reason is, is that there's been very
limted options for mtigating the CO2 and H2S. And
primarily, you -- you typically would find a solution

for one but not the other.

And what we've been able to do to bring to
the regionis a -- a solution for both, and one that
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I s scalable, and that can handle quite a bit of
producti on.

Whi ch we are seeing already. And the
proj ection showed that we're going to be seeing for
t he near future.

Q And M. Green, you're not just getting these
projections fromcrystal balls or |ooking at data
servi ce conpani es.

You're actually getting feedback from
conpani es, operators upstream who are required to
submt their gas managenent plans. And have pl anning
I n place in advance of their production.

So you're actually getting that
communi cation fromthese operators directly with the

projections for what their devel opnent's going to be.

And so you have sone idea, 18 to 24 nonths
out or so. Is that correct?

A That -- that's correct. A big portion of
our -- of our business is planning with the producers
within this region. There's actually a very critical
piece to -- to our existence and the producer's
ability to produce the gas.

Now, if you -- if you think about this area
of the basin, Aneredev was ahead of -- of all the
ot her producers in the regi on because they had
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exi sting production that was shut in.

And they knew the ampbunts of CO2 and H2S.
Well, alot of this area is very untouched. Now, the
producers in the region are really figuring out what
it is that they're dealing wth.

And they're | ooking for solutions and trying
to plan for infrastructure that's necessary for them
to produce this acreage.

And we're working with producers every day
in planning for volunmes. In planning for facilities.
In planning for added treating facilities as well.

So we've got projections and -- and a need
for anple nore gas treating to cone in the region. As
we said, we're going to be full by the end of 2023
with current forecasts.

And there's nore gas out there that we can
aggregate and treat if given nore capacity wth our
exi sting AG wel | .

Wth kind of the way that the -- the markets
are set right now, it's a mninmumof a 12 nonth
expectancy for being able to approve a project and get
It online at this point.

So we really need 24 to 18 nont hs of
pl anning to be -- to be safe and assure that we can

neet the deadlines the producers are -- are aimng

Page 42

Paul Baca Professional Court Reporters 505.843.9241
A Veritext Company www.veritext.com




© 00 N oo o b~ wWw N

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

for.

Q So in this case, the current status of your
operations is that you got the |Independence AG 1
currently injecting and di sposi ng of approxi mately
4 1/2 or 5 mllion standard cubic feet per day.

Wth projections that you're going to max
out that capacity in the next 12 nonths, know ng that
you're going to need another 12 to 18 nonths from
t oday, for planning purposes, to get the
I nfrastructure and capacity in place to neet future
demand.

So in short, | guess, M. Geen, that's the
reason why you're before the Conmm ssion right now,
while the AG #2 is currently being drilled.

You're already asking for that increase in

capacity in order to neet that demand?

A At this tinme. That's correct.
It's -- it's -- we can't go out, and contract, and
hel p pl an unl ess we have the capacity avail able to us.

Q Well, let's just nove to your |last slide and
give the Comm ssion an overview of the |ocation.

And just review for themwhat this is and

what we're | ooking at here in this next slide.

A Yeah. So -- so we're |looking at a view
of -- of the Dark Horse Treating Facility, and we're
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actually |l ooking fromthe west east. So back over
towards the horizons is the -- is the town of Jal.

Al right. So if you | ook over to the
| eft-hand side of -- of the screen here, this is the
| ndependence AG #1. And it's been in service since
August of 2021.

You can see there's a rig onsite as we're
currently drilling our second AG well that was
spouted in June of this year.

And we're currently around 16, 000 feet
is -- is where we're located. So roughly about
anot her 2,000 feet of drilling remaining, which we're
anticipating to be conplete within the next two weeks
or | ess.

Q And that's under your -- under the current
Order you guys are required to have the second
redundant well conpleted the first part of Novenber.
s that right?

A That's correct. And we're on pace to be
ready for operation cone Cctober.

MR RANKIN. Wth that, Madam Chair,
have no further questions or M. Green. And wll pass
himto the Division and the Comm ssion for

guesti oni ng.

CHAI R SANDOVAL: Thank you.
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M. Tremai ne, do you have any questions for the
W t ness?

MR. TREMAINE: | do not have any
questions for the witness. Thank you.

CHAI R SANDOVAL: Thanks. Conm ssi oner
next .

COWM SSI ONER BLOOM  Madam Chair, |
have no questi ons.

CHAI R SANDOVAL: Comm ssi oner Anmponmah?

DR. AMPOMAH: No. There are no

guestions. No questions at this tine.

CHAI R SANDOVAL: Okay. | have a couple
of questi ons.

Just generally, can you -- so there
are -- let's see, a lot of requirements within the

Order that you were issued. For exanple, let's see.
You' re supposed to send in reports to
the OCD. There were sone quarterly pieces.

Can you just affirmthat you have

conplied with all of those requirenents that are
currently within your Order?

THE W TNESS: We -- we have. Yes. And
as a matter of fact, if you -- if you | ook at one of
the slides, it shows sone of the data that we've
reported to the Conm ssion.
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CHAI R SANDOVAL: Okay. And prior to
operation of AG #2, are you submtting a nodification
to your H2S Contingency Plan, or was that already in
your H2S Conti ngency Pl an?

THE WTNESS: | believe it's already
I ncluded in our H2S Contingency Plan. But | need to
go back and verify that.

CHAI R SANDOVAL: Okay. Yeah. | think

there was a requirenent 8(a) regarding the H2S

Contingency Plan just -- |I'msure you -- take note of
t hat .

THE W TNESS: Yeah. 1'l| take note.
We'll -- we'll provide an answer.

CHAI R SANDOVAL: | guess, when this

well was originally permtted, so when you submtted
the Application, what's been the change between the
original ask of 12 and the 207

O why did you originally ask for 12
and not 207

THE WTNESS: Well, the -- the original
12 was -- was very early in the understandi ng of
what -- what are we solving for in the basin? So the

original 12 was actually asked by a producer and

Amer edev.
And -- and mnd you, they started the
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permtting process over 2 years in advance trying to
solve their own probl em

Now, the thing that Anmeredev understood
Is that they didn't have the technical expertise to
understand and -- and really operate and build out.

But they knew they needed a scal abl e
solution for the ampbunt of CO2 and H2S they had. So
when they stepped into this, their -- their goal was
solving their own problem

Well, when we got involved, the permt
was al ready provided for the 12 mllion cubic feet a
day.

And so during that tinme as we're
sol ving Aneredev's issues, we're out |ooking for third
parties and other producers in the region that we know
are having the same issue.

And as we've started aggregating nore
vol unme, and we do have nore producers than just
Amer edev delivering into the system

And we are disposing of their CO2 and
H2S, we -- we quickly understood that we were going to
out grow what we had. And that's what we're trying to
sol ve for today.

CHAI R SANDOVAL: Okay. And just to

confirm vyou're asking for 20 total between the two
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wel | s.

THE W TNESS: Yes.

CHAI R SANDOVAL: So you wi |l never be
i njecting nore than 20 total between the two?

THE W TNESS: That's correct.

CHAI R SANDOVAL: Okay. Are both of
these wells constructed in a manner that you think
they can handl e 20 as opposed to 12?

THE W TNESS: Yeah. Qur technical
wi tness, David White's going to give you the details
associated with it.

CHAI R SANDOVAL: Okay.

THE W TNESS: W th everything we
reviewed, it -- it is. Yes, ma'am

CHAI R SANDOVAL: And then | think
M. Rankin hit on this briefly, but there is a
requirement in the original Oder. | think it
was -- let's see.

| have -- | think you have to begin
I njection within 24 nonths after the original Order.
The original Order was Novenber 4th of 2020. | think
you, in your presentation, show m d-Cctober.

| amfamliar with how construction
deadlines can go. Are you confident that you will be

able to neet that 24 nonth deadli ne?
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THE W TNESS: Yes. Very confident.

CHAI R SANDOVAL: Okay.

THE WTNESS: We've -- we've |less than
2,000 feet remaining of drilling remaining.

So we're really kind of through the

nore difficult parts of -- of the drilling process
right now So we're -- we're very confident that
we'l | be ahead of schedul e for Novenber 4th.

CHAI R SANDOVAL: Okay. | think I have

one nore question. Oh.

This Order also requires that you
Install a seismc station, or a seismc nonitoring
station. Have you done that?

THE W TNESS: Yes. W have. And it is
currently nmonitoring and communicating with the State
where they can see that data real -tine.

CHAI R SANDOVAL: Okay. Geat. Thank
you. That was ny | ast question.

M. Rankin, do you have any foll ow up?

MR. RANKI N: Just one. Madam Chair, |
appreciate it.

REDI RECT EXAM NATI ON
BY MR. RANKI N:
Q M. Geen, if there is an issue with getting

the well conpleted within the timefranmes required
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under the Order, the Order also provides for

Division, inits sole discretion, to grant an

extension of up to 6 nonths.

And if that's needed, will Pinon reach out

to the Division, and notify themthat you need a short

extension in order to conplete the well, and
operations up?

A Absol utely.

MR. RANKIN: All right. Madam Chai r,

no further questions fromme. And ask that M. G een

be di sm ssed unl ess you have a foll ow up.

CHAI R SANDOVAL: Thank you. Thanks,

M. Geen. | think you can be dism ssed.
THE W TNESS: Thank you.
MR. RANKIN. Thank you, Madam

t he

get

Chair.

CHAI R SANDOVAL: M. Rankin, call your
next w tness.

MR. RANKIN: Yeah. Wth that, we'll
call our next witness, M. Steven -- |'msorry.
M. David Wite.

CHAI R SANDOVAL: Alri ght. M. Wiite,
|l et' s nmake sure we can hear you.

MR. WHITE: Yes. Can you hear ne?

CHAI R SANDOVAL: There's a little bit
of echo, but not terrible.
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MR. WHITE: Yeah. Yeah. W're
coordi nating our nmute strategies.

CHAI R SANDOVAL: M. Torrence, would
you pl ease swear the witness in?

THE REPORTER: Hi . M. Wiite, could
you pl ease state your nane for the record.

MR. WHITE: David Wite.

THE REPORTER: Thank you. Could you
pl ease rai se your right hand?
VWHEREUPON,

DAVI D WHI TE,

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

THE REPORTER: Thank you.

CHAI R SANDOVAL: Go ahead and proceed,
M . Ranki n.
DI RECT EXAM NATI ON
BY MR. RANKI N:
Q Thank you. M. VWiite, will you please state
your full nanme for the record?
A David Allen Wite.
Q By whom are -- virtual connectivity
i nterruption --
A Ceol ex, I ncorporated.
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Q Have you previously testified before
the -- virtual connectivity interruption --

A | have not.

Q And were you -- qualified as an expert in
petrol eum geol ogy, seismc interpretation, and fault
slip probability nodeling?

And were those credentials accepted and made
In a manner -- virtual connectivity interruption --

A Yes. And yes. They were.

Q And did you contribute to the analysis
according to CONOA, the Application that was fil ed and
approved adm nistratively, for the Independence
AG #2, and is marked as Exhibit D in the hearing
packet ?

(Exhibit D was marked for
i dentification.)

A Yes.

Q Okay. And wi Il your testinony and opinions,
t hat you provide today, evaluate and address the basis
for Pinon's requested increase in injection rates in
both AG #1 and #2 wells to a conbined total of 20
mllion standard cubic feet per day?

A Yes.

Q And wi Il you al so address the potential for
I nduced seismcity as a result of that injection?
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A Yes.

Q Did you prepare a Power Point presentation
today that will review your analysis, conclusions, and
opi ni ons on those topics?

A Yes. | did.

Q Okay. And you're prepared to review those
with the Conm ssion right now?

A | am

Q Then with no further ado, |'mgoing to set
up your presentation so that we can all see.

And M. VWhite, has this been marked as
Exhibit E in the exhibit packet?
(Exhibit E was marked for
I dentification.)

A Yes.

Q Okay. And | will put this on the screen so
you can see it. And we'll start wal ki ng through.

M. VWiite, will you just briefly summarize

what it is that the Application requests? And then

just wal k through the exhibits.
And if | have any questions, or would |ike
to clarify anything, | may briefly interrupt you.
But otherw se, M. VWhite, please just review
and |'Il advance the slides as you direct.
A Sounds great. And -- and yeah. Hopefully,
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some of this introduction will be a little bit of a
reiteration of things that have been di scussed.

But in terns of Pinon's request, Pinon is
seeki ng anendnent of the existing Conm ssion Order
R-21455-A to authorize a conbined or shared daily
I njection volunme |imtation for the AG #1, are the
| ndependence AG #1 and #2 wells, up to 20 mllion
standard cubic feet per day.

And as M. Green had previously described,
you know, neeting the anticipated acid gas di sposal
needs of oil and gas operators, and production in this
area, is -- is kind of the -- the justification for
this volune request.

As M. Rankin described in his Opening
Statenent, this request -- when this 20 mllion
standard cubic feet per day vol ume under reservoir
tenperature and pressure condition, which have been
confirmed through drilling and conpletion of the AG
#1 Well via direct measurenment of baseline conditions,
woul d refl ect an approxi mate 8200 barrels per day
being injected into the reservoir.

And as the Comm ssion and the Division are
i kely aware, is significantly |l ess than typical SW
di sposal operations.

The current permit limtations, for another
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conparison, the current limtation of 12 mllion
standard cubic feet per day woul d occupy about 4900
barrels per day at reservoir conditions.

And in utilization of this, of aimng
treatment in AG Wells at the Pinon Facility, are
really critical conponents, as -- as they had been
sel ected as the primary handling nethods of acid gas
at this facility.

And they really have becone a preferred
met hod for that purpose, as you know, they're really
of fered the opportunity to avoid, or mnimze flaring,
and prevent waste.

And they -- they prevent the atnospheric
rel ease of CO2, which you know, sone ot her gas
handl i ng nmet hods, such as sul fur recovery units, you
know, don't -- you know, in those applications, CO2
has typically been vented, and historically been
vented to the atnosphere.

In maki ng their request, you know, in

accordance with the requirenments of the original
Order, Pinon had filed in Novenmber of 2021, the Form
C-108 Injection Permt Application for the redundant
| ndependence AG #2 wel | .
And the materials that we will be presenting
today with respect to addressing the feasibility of
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this request were also included in that original
redundant wel | Application.

Whi ch was submitted to the Agency | ate | ast
year in accordance with the -- the Comm ssion's
timeline for the redundant well Application.

So and if | can give kind of a brief
i ntroduction of how the remaining slides are going to
go, you know, in -- in past acid gas injection wel
applications, you know, a conplete presentation of all
the requirenments of the C-108 Application are --

CHAI R SANDOVAL: Sorry to interrupt.

MR WHITE: ~-- are included in this
presentation. But seeing as how for this particular
case, both the AG #1 well and AG #2 well have been
aut horized for injection.

The -- the main neat of this
presentation is going to be two-fold. First,

provi di ng a general background of the project. The

| ocati on of the project. The designs of the wells.

And the | ocal geol ogy.
And then nove to focus on tasks nore
specifically, or itens nore specifically related to
the justification of the anmendnent to the vol une.
So we'll begin just with the background
I nformation to nmake sure everybody is aware of sone of
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the basic characteristics of the project. The Pinon
Dark Horse Gas Treatnment Facility, which -- with which
M. Geen described --

MR. MOANDER: M. White, | hate to
I nterrupt you.

THE WTNESS: -- is |ocated
approximately 6 mles west of Jal, New Mexico.

MR. MOANDER: M. VWhite, can we --

THE W TNESS: That | ocation of the
service facility and the |ocation of the --

MR. MOANDER: Am | not being heard?

THE W TNESS: -- AG wells, are shown
on this map, section 20.

MR. MOANDER: Hello --

THE W TNESS: The | ndependence AG #1
wel | --

MR. MOANDER: Hello, M. VWhite, can
you - -

THE WTNESS: - as M. Geen
descri bed, was conpl eted and brought into service late
August of 2021, and it was drilled as a --

MR. MOANDER: Can we pause this? Can
everyone hear me? Can anyone hear ne?

THE REPORTER:  Yes.

THE W TNESS: The | ndependence AG #2
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wel | --

CHAI R SANDOVAL:  Yes.

MR. MOANDER: Okay.

THE W TNESS: -- also shown at this
facility |l ocation, are determ ned --

MR. MOANDER: Ckay. So it sounds

like -- in trouble here.
THE W TNESS: -- by the two, are the
red injection well icon on the map i s being

constructed as a deviated wel | .

MR. MOANDER: Madam Chair, you m ght
I nterrupt hi m agai n.

CHAI R SANDOVAL: M. Wiite, or
M. Rankin, can you hears us?

MR. RANKIN:  Yes.

CHAI R SANDOVAL: Can you guys hear us?

THE W TNESS: Yes.

MR. MOANDER: Okay. Let's take a
second here 'cause | think we're having sone technical
problens. And not just -- it's not just you,

M. VWhite. | think there's sonme other stuff going.

THE W TNESS: Okay.

MR. MOANDER: Madam Chair, what woul d

you like to do?

Do you want to have everyone |log in
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again or sonething? Because it |looks |ike we're
havi ng both audi o and vi sual issues?

CHAI R SANDOVAL: M ne has gotten better
now. Was he cutting out -- was M. White cutting out
for everybody else or was it just for ne?

MR. MOANDER: | did not have an issue

after he started his testinony.

DR. AMPOMAH. Yeah. |'m good from ny
end. | heard it clearly. Yeah.
CHAI R SANDOVAL: Okay. | was having

sone issues. But you seemto be okay now. So | think
l et's just proceed.

MR. MOANDER: Ckay. I1'mgoing to turn
my canera off too to see if that helps. So |I'm not
drawing a --

CHAI R SANDOVAL: | did the sanme. All
right. Thank you. Go ahead.

THE W TNESS: Ckay. Sure. Thank you.
Thank you, guys.

Ki cki ng back off. The | ndependence
AG #2, also approved through -- through the
adm ni strative process as M. Geen had described, is

currently being drilled.

And -- and on target for conpletion,
or -- or for the conpletion of drilling activities
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within the next couple of weeks.

In the map shown, we see the surface
| ocation for the AQ #2, as well as the bottom hole
| ocation, roughly south, southeast of -- of the Dark
Horse Facility.

The project area, the AG well surface
| ocations, and the -- the AG #2 bottom hole |ocation,
all stay within the western half of section 20, and
that surface is owned wholly by Pinon Mdstream

So if we can nove to the next slide.
And sone of this has -- has been discussed.

But in this slide, I'mjust wanting to
briefly discuss the permtting tineline, and the
facility construction tineline, in kind of an

organi zed fashi on so everyone can see it.

As we previously nmentioned, the Pinon
M dstream Treat ment Pl ant was constructed and put into
service in late 2021

The facility again, specifically
designed to utilize am ne treatnent and acid gas
I njection wells as their nethod for handling H2S and
carbon di oxi de associated with natural gas production
and treatnent operations.

And the I ndependence AG #1, which is
currently in service, and -- and denonstrating a, you
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know, well behaved performance record, was originally
aut horized by Comm ssion as a U C Class Il AD Wl in
Novenmber of 2020.

And was brought into service coincident
with the conpletion and start-up of the treatnent
facility itself.

That original Order, as we've -- we've
di scussed, has authorized that initial AG WlIl to
inject up to 12 mllion standard cubic feet per day.
At a maxi mum al | owabl e surface injection pressure of
4,779 psi.

And as part of the original Oder, in
the -- one of -- one special condition required,
construction and a specific tineline for bringing into
service, a redundant AG Well.

VWi ch while required via the Conm ssion
Order, has al ways been the -- the plan for Pinon to
have a redundant injection well system just because it
is the primary handling method for acid gas on the
site.

And with that notivation, Pinon took
steps to begin and neet Conmm ssion deadlines for
subm ttal of the second AG Well Application, the
| ndependence AGQ #2.

Wthin the Conm ssion required
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timeline, that application was submtted to the Ol
Conservation Division for adm nistrative and technical
review on Novenber 4th.

And as part of that Application, the
request that we're discussing today to increase the
rate, the daily injection limtation, to 20 mllion
standard cubic feet, was nade as Pinon was, at that
time, better aware of the |arger disposal needs of the
ar ea.

Despite those materials being included
in that Application, and the approval of the redundant
wel |l Application on March 31st of 2021, the Division
had made the determ nation that that revision or
amendnent to the volume Iimtation could not be
aut horized via the adm nistrative process.

And you know, we've -- we've discussed
about how critical the AG Systemis for Pinon's
operations, but in general, there's -- there's
reasoni ng that -- that this handling nmethod has kind
of becone a preferred nmethod for gas treatnent and gas
processi ng operations.

In that, you know, AG wells,
and -- and this nethod, provide the opportunity for a
substanti al anmpunt of greenhouse gases to be

sequest er ed.
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Whi ch, with other options, chem ca
scavengi ng, and sul fur reduction, traditionally, has
been vented to the atnosphere, which ultimtely | eads
to, you know, the AG@ projects and systens, increase
t he operational stability of plans, especially when
redundant AG well systens are in place.

So that overall, it reduces waste and
air emssions, both on -- fromflaring on the facility
sites, as well as in the field, with that increased
operational stability.

And as proposed, Pinon's, and the
forecasts for developnent in the area, the proposed 20
mllion standard cubic feet per day limtation
would -- would allow Pinon to be able to neet the
needs of those operators.

And as we see in the |last bullet point.
When taken on a per day basis at these proposed
I njection volunes, there's a significant anmount of CO2
and H2S that is sequestered.

Now, to remain conpliant, even though
the C-10 -- C- 108 Application that was subm tted and
approved by the Division, even though it was unable
to -- to make any anmendnent to the allowable injection
vol unes, you know, the redundant facility is still

very inportant to Pinon's operations.
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And as such, they had continued in
their effort, to drill and conplete that approved
wel | .

As previously discussed, this -- the
AG #2 well was spudded in m d-2022, and -- and
currently, is fully on track to neet all of the
Comm ssion's deadlines for conpletion and then service
t hat were described in -- in the original conm ssioned
Or der.

Okay. So nmoving on a little bit from
kind of the permtting history and the approval
hi story, | want to take a few-- I'l|l take a few
slides to discuss the design of the AG well.

And -- and in this slide, I'mshow ng a
brief schematic of the AG #2 well as -- as it was
proposed and as it's being constructed.

And while this is the schematic that
" mshow ng, the ultinmate design, and design
standards, are in accordance with -- with those that
were i nmplenented for the AG #1 well.

Simlar to that well, the -- the
redundant well is -- is -- incorporates all AG best
practices, as well as specific input fromthe NMOCD

technical staff that was communi cated during the

application process of the AG #1 well.
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This ultimately resulted in a
five-string casing design that allows for individual
i sol ati on of the shallow Salado Salt section. And the
specific isolation of the Capitan Reef Formation
t hrough use of external casing packers and sone
di verter tools.

For both wells, critically intervals of
casi ng and tubing, such as the base of the well, where
| ower well conponents are, where water may be nore
likely to be present, are specifically designed
of -- of materials rated for acid gas service.

Specifically, the use of I|nconel 925
and G3 Nickle Alloy corrosion-resistant grade casing.
And you can see those being utilized in the well
schematic in the | ower nost interval.

In addition, the AG #2, as well as the
AG #1 well, had been designed, and utilized downhol e
nonitoring equi pnent and safety equi pnent, with a
subsurface safety val ve.

Typically being install ed about 250
feet below the surface, which allows for one, a
downhol e isolation point that can be integrated into
the plant system and is.

And al so, just provides protection

agai nst any backflow of material out of the well bore.
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Both wells are al so equi pped with
downhol e pressure, and tenperature sensors that are
installed i nmedi ately overlying the pernmanent
I nj ection packer and provide real-tinme pressure and
tenperature conditions along that -- at that depth
I nterval .

Al'l of the safety equi pment and
nmoni tori ng equi pnent are al so constructed of |nconel
95 [sic] or equivalent materials that are fully rated
for acid gas injection service.

And in this slide, we'll take kind of
a -- anore diagrammatic | ook at a two-well AG system
as the -- the you know, for the current Pinon
oper ati ons.

The acid gas streamis approximtely
70 percent CO2 and 30 percent H2S. And to kind of
call back to Comm ssioner Sandoval's question about
the H2S Contingency Plan, that ratio of gas is -- is
i n agreenment with the current plan.

And you know, prior to any injection
operations at the elevated rate, that H2S Pl an woul d
be fully updated and approved to be reflective of
t hose operati ons.

But starting fromkind of taking a | ook

at the diagram again. And starting kind of fromthe
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top right.

For the acid gas injection system
com ng off of the am ne treatnment, the stream of CQO2
and H2S, is transmtted to -- or fromthe am ne system
to surface conpression -- or to a surface conpression
facility at the well site.

VWere it is then conpressed to
approxi mately 1500 to 2500 psi and then transmtted to
the A wells via corrosion resistant pipelines that
are equi pped with automatic safety valves. Again, to
provi de many isolation points and to prevent backfl ow
of materials.

The gas is transmitted to the injection
trees, which are specifically designed -- they're
specifically constructed dry acid gas injection trees,
whi ch |ike many ot her conmponents in this system are
made of appropriate corrosion resistant material s.

Movi ng down the wel |l bores of these two
di agranms, we see the placenent and annotation for the
downhol e subsurface safety val ve.

VWich is exceptionally useful in the
event of sonme energency, or sonething that may |imt
the well head's ability to contain gas.

You' ve got val ves upstream of that.

And val ves downstream of that that are very -- they
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can allow for pretty specific isolation of that
system

At the | ower portions of the well, we
see annotated, the permanent injection packer and the
pl acenment of the downhole pressure and tenperature
gauges that provide real-tinme nonitoring of the base
of the well conditions.

And while it's not pointed out, or
described in this slide, I'd also like to give
you -- describe a little bit, the conplete picture of
nonitoring that goes with the A wells that are
constructed at the Pinon Facility.

In addition to the continuous
noni toring of downhol e pressure and tenperature
conditions, the -- there is also continuous nonitoring
of surface injection pressure, surface injection
tenperature, surface annul ar pressure conditions, and
gas flow rates.

These are all communicated to the plant
control roomin real-tine, and the conbi nati on of
these real -time data sources, ultimately allow for the
very rapid identification of any issues in the system

VWhet her it's, you know, an integrity

|l oss in -- in the tubing, or things like that.
Those -- those sensors really allow for really rapid
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I dentification of those issues.

And with a two-well system you
can -- fromthose -- those indications, mke
appropri ate changes in your operation.

And here we have just kind of a another
| ook at the project area. More specifically focusing
in on its location relative to the nearby city of Jal.

As we di scussed previously, the
facility is constructed on -- on |ands wholly owned by
Pinon. Specifically, the west half of Section 20.

And it's approximately 6 mles fromJal, New Mexico.

And then in the last point of this
slide, | just include the specific coordinates for the
surface | ocations of each AG wel .

Moving on to give a little bit of the
background of the geology of the area, in the top
panel, Panel A, we have kind of a generalized map
show ng the mpj or areas of the Perm an Basi n.

And in the bottom panel, we kind of see
a cross-sectional view of -- of the Perm an Basin,
obvi ously seeing the significant depths that are
reached in the Del aware Basin side of things versus
the M dl and Basi n.

In -- for the Independence AG #1

wells, and the Pinon Facility, those -- those

Page 69

Paul Baca Professional Court Reporters 505.843.9241
A Veritext Company www.veritext.com




© 00 N oo o b~ wWw N

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

operations are -- are located in the eastern margin of
t he Del aware Basin. You can see in the map, the

annot ated | ocation of -- of those facilities and
wel | s.

In this area, surface deposits are
typically aeolian and alluvial with sone |ocal
exposure of Triassic red beds. And -- and underlying
the surface | ocation, are approximtely 9,000 feet of
Perm an strata, which overlie 8,000 feet of ol der
Pal eozoi c strata.

And we'll take a -- a nore specific
| ook in the next couple of slides at what overlies and
underlies the injection zone and -- and its -- their
relationship to production in the area and things |ike
t hat .

But within the area, there's excell ent
coverage of the you know, the -- the Regional Wodford
Shale. Wiich is a well denonstrated and -- and
regi onal caprock in this area that provides the -- the
contai nnent for injected fluids into the -- the
reservoir that both of these wells target.

In this area specifically, the Wodford
Shale is -- is approximtely 300 feet thick. So quite
a good thickness of -- of that well denonstrated

caprock at the Pinon |ocation.
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Both wells target what is often
referred to as the Siluro-Devonian, which is inclusive
of the Devonian, Wisten, and Fussel man formati on
strat a.

Whi ch are common targets for disposal
operations for -- for many S\Wbs, AG wells, and -- and
has a well denonstrated history of -- of being
able -- being productive receptors of injection
fluids.

In the area, being near the eastern
margi n of the Del aware Basin, there are instances of
normal faulting that typically are oriented, or trend
parallel, to the north, northwesterly trend of the
Central Basin platform

And we'll take a look at those in a
little bit nore detail inthe -- in the slides to
cone.

Here is just another kind of
generalized stratigraphic correlation for the Perm an
Basin. A lot of the -- the regions of the Perm an
Basin that were represented in the previous slides
map, are -- are included and described in this slide.

The highlighted section in the slide

shows the Del aware Basin stratigraphy. And obviously

hi ghl i ght ed because as the area of the Pinon Project
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and facilities and within those strata, we have
annotated the formations in which historic, or active
producti on has occurred.

Not necessarily w despread, but -- but
within a reasonabl e distance fromthe |ocations that
those are the -- the formations, which is -- had sone
hi story of production.

So before you -- before you advance,
and we can take note of this a little bit nore in nore
detail when we get to the, you know, the data
collected fromdrilling the Independence AG 1.

But ultimately there's a significant
vertical package of geologic strata that separate the
approved Siluro-Devonian injection zone fromoverlying
produci ng zones.

And here, diving right into that, is
kind of, in this slide we're reporting the formation
tops that were encountered for drilling the

| ndependence AG #1 wel | .

And we see again that |ooking at the
nost -- or the right portion of -- of the
stratigraphic, or of the well |og shown there, we see
t hat we've got, you know, between the top of the
approved injection zone, where the top of the blue bar
mar ked "I njection Interval” is, and kind of the -- the
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I nterval of potential production in the straw anitocca
[ ph], and marrow secti on.

We've got well over a thousand feet of
separation between that, which kind of illustrates
the -- the actual data collected and confirnms kind of
a -- the -- the informati on shown on the previous
slide.

Taki ng another | ook at -- at sone of
t he background geology info of the area, in this
slide, we show a structure contour map generated from
sub- C el evations of the top of the Devoni an.

So it's essentially a structured
contour map that illustrates the -- the shape,
the -- the dip angles of the top of the Devonian
Reservoir there.

And we can see the AG #1 well | ocation
annotated at the -- very proximal to -- or at the A
point in the Ato A prine cross-section trendline,
which we'll discuss in -- in the next slide.

The AG #2 being the second node of
that trendline. And then finally, another nearby
Si | uro-Devoni an penetration marking the A prine
| ocation in that trendline.

But we see the AG 1 and the Pi non

Proj ect area being | ocated downdi p of a | ocal
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structural high in the area. And kind of bounded with
| arger fault features to the north and to the east.

And if we can nove onto the next slide,

we'll take a |look at the cross-section that that
trendline is -- is illustrating.

So we see that cross-section in -- in
the figure to the right here. And one thing, it -- it
certainly illustrates the -- the porosity of -- of
wel | -1 ogged data in the area.

VWi ch froman injection well operation
st andpoi nt, you know, it equates to fewer penetrations
and fewer potential issues of gas mgrating out the
reservoir. But it certainly make investigating the
deep subsurface a little nore challenging to have |ess
control .

And so for both the | ndependence AG #2
Application, the original AG #1 Application, and
those projects, analysis and evaluation of 3D seismc
data covering the area was an absol ute necessity to
make sure that productive intervals of the reservoir
where injection operations can be maintained safely,

Is identified.

So we see in -- in the well data that
are avail able and are inclusive of well -- of data
collected fromdrilling and conpleting the AG #1, we
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can see the porosity profile, and certainly see the
| ocal coverage of that thick interval of Wodford
Shal e, which behaves as the caprock material, or the
primary containnent |ayer in this area.

As -- as secondary containnment, you
know, this Whodford Shale is also over
|l et -- overlaying and -- and these data were confirned
by drilling the I ndependence AG #1 and coll ecting
si dewal k bore data.

But overlying the Whodford Shale, is
the -- the overlying 950 feet -- approximtely 950
feet of M ssissippi in carbonates of the Osage
formation are al so characteristically very |low -- very
| ow porosity in perneability units.

So they could provide additional
protection to -- to -- in confidence, that the gases
Injected in this area, are going to be contained
within the target.

MR. RANKIN: Madam Chair, are we done
with the geol ogy review?

THE W TNESS: Yeah.

MR. RANKI N: Madam Chai r, havi ng
conpl eted the background section here on the geol ogy
and history, | want to check to make sure the -- about

bei ng an hour in, I want to make sure the court
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reporter is doing okay.

And if we want to take a break, we
could take a quick break now O continue into the
nodel i ng, which would be the next topic of testinony.

CHAI R SANDOVAL: Okay. Wy don't we
take a 10 m nute break and cone back at 10:407?

MR. RANKIN: Take a break now till
10: 40.

CHAI R SANDOVAL: Can you hear ne?

THE REPORTER: Yes.

DR. AMPOVAH:  Yes.

CHAI R SANDOVAL: Okay. All right.

We'| | be back at 10:40.

THE REPORTER: Off the record now at
10: 30.

(OFf the record.)

THE REPORTER: Back on the record at
10: 40.

MR. WHITE: Ckay. So now that we've
ki nd of covered a |ot of the background information on
the project and the | ocal geology, | want to nove into
t he additional work that's been conpleted in advance
of the subm ssion of the original AG #2 C- 108
Appl i cati on.

And there we go. Nope. Nope. Nope.
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Ei ghteen. Ckay.
And so | want to tal k about the
addi tional work that's been done that nore

specifically focuses on the justification and the

request to anmend the allowable volune to 20 mlIlion
per day.

And -- and this additional work
Is -- has really -- revolves around two questions.

The first being, is the reservoir -- in
the injection reservoir, in our understanding of it,

currently suitable to support this injection rate
bei ng request ed.

And you know, what inpacts wll that
have on the reservoir? Wat wll the result in plune
| ook 1ike?

And t hen al so, what does -- what are
the risks of induced seismc events in response to
this change in the allowable injection volunme?

And -- and so this work really started
with first updating the existing geologic sinulation
nodel that was presented in hearing for the AG #1.

To be inclusive of not only well 1|og

data, but the results of reservoir testing that was

performed during the drilling and conpletion of the
AG #1.
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And to revise that nodel to -- to
better reflect our understanding of the subsurface
now, and also build in, and consider the AG #2, and
It's injection contributions into the reservoir.

Wth the ultimte goal of trying to
understand, after 30 years, what does the result in
acid gas plunme look like in terns of its dinensions?

What are the concentrations of acid gas
within the reservoir when these wells are operated as
proposed?

And then finally, just re-evaluation of
the slip probability and the risk for induced
seismcity in response to operation at 20 mllion
standard cubic feet per day for the two wells. O to
be clear, shared by the two wells.

And so we have a little bit nore
background in this, in that in our evaluation of both
the original AG #1 well, and our eval uation and
devel opnent of the permt application for the AG #2
well, in both of those instances, 3D seism c data were
reviewed, in order to site |locations.

And of course, were revisited and
re-evaluated, at the time of permtting and devel opi ng
the permt for the AG #2 well .

In this map, we showed the faults that

Page 78

Paul Baca Professional Court Reporters 505.843.9241
A Veritext Company www.veritext.com



© 00 N oo o b~ wWw N

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

were identified in the area, and to confirm even

t hough re-evaluation during the time of AG #2, our
i nterpretation of those subsurface features renmains
the sane.

So we have -- we've identified eight
faults that typically trend in line with the -- the
north-northwesterly trend of the central basin
platformwith a few smaller features that are
sem - per pendi cul ar to those.

As we described previously in
the -- the Devonian -- in the slide where | discuss
t he Devonian Structure Map, the nearest faults to the
| ocation are the |large north-south feature to the east
of the well locations, and then the northern fault
t here.

And so in updating, or in utilizing a
reservoir nodel, and sinulations to understand the
resultant plume simlar to the AG #1 application
efforts, and simlar to what was presented in that
associ ated hearing, we have utilized the Schl unberger
PETREL platfornms to construct the geol ogic sinulation
space.

VWi ch effectively can be thought of as
the digital container in which injection operations

are simul at ed.
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And then the associ ated Schl unberger
ECLI PSE platformto conduct those sinulations that
i ncl ude both the proposed operation of the AG wells,
as well as the operation of nearby SWD wel | s.

And so in this slide, the map shows
the -- the -- it shows a map view of the geol ogic
nodel that has been construct ed.

In terns of its di nensi ons,
it's -- it -- it remains the -- the sane as the
| ndependence AG #1 well, in terns of its aerial
expanse, covering about 20 square mles in southeast
Lea County, New Mexi co.

The boundaries of the sinulation space
were not increased for a couple of reasons. One being
t he nunber of wells that are included in the
simulation did not warrant that those be expanded.

And then secondly, the expanding of the
nodel in an area with limted well control, and
outside of the -- the coverage area for our seismc,
would lead to a | ot of assunptions bei ng made about
t he characteristics of the nodel in that space.

So for this period, and these
I nvestigations, it was not warranted to -- to increase
t hat space wi thout know edge of how to characterize

it.
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While the nodel -- while the nodel
di mensi ons have not been changed, the characteristics
within the nodel, so porosity and perneability
characteristics.

We have gained inportant data from
drilling the AG #1 and #2, that allow us to better
represent the subsurface characteristics for our
si mul ati ons.

And in this slide, we show just a -- a
3 di nmensional render of the actual nodel that was
produced.

While in the image, the col or codes are
generalized into eight discreet zones that are stacked
vertically within the reservoir, the total sinulation
is -- is conprised of 292 sinulation |ayers.

VWi ch are then additionally subdivided
into 500 by 500 feet grid cells |eading to a rather
| arge area, in which injection operations are
simulated with the -- the nodel size reaching 920, 000
grid cells.

And so in this slide, we provide kind
of a summary table of how the eight identified zones
are -- are -- the characteristics that -- that are
ascribed to them

And these zones are -- are -- were
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generally delineated based on their -- their porosity
and perneability characteristics.

And -- and so we see that, you know,
upper zones appear, have varying average porosities
t han | ower zones.

And -- and those are generally
reflected in that -- or -- and this is the sunmary of
how t hose are reflected in their average values in the
nodel i ng.

Taking a high level look at it, the
average total porosity within the eight zones of the
I njection interval is 4.2 percent.

This is -- is based on our
interpretation of well logs and the drilling of the
| ndependence AG #1. And then the perneability val ues
that were utilized to informthe nodel again, were
based on what drill stemtest data are avail able.

| ndependence AG 1 injection tests data

as a separate injectivity test and a long-termfalloff

test was perforned. And then further refined by the
| arger or significant studies on dolomte
permeability.

And so noving to this slide, the panels
that are shown in this slide are
the -- are -- are -- we're -- we're show ng how
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porosity and permeability is actually distributed
wi thin the nodel.

As we di scussed, we do have these
porosity and perneability estimtes are generated from
what limted well control we do have.

And then further suppl enented through
anal ysis of the 3D seism c data and specifically

mappi ng of i npedance characteristics in the area.

So we see, taking a | ook at, and -- and
you'll have to forgive me if -- if the scale is small.
But the -- in the top left chart, we essentially have

the distribution of porosity wthin the nodel.

And you can see that that general
popul ation ranges from about, you know, zero, or very
near zero. O maybe even nore generally, 1 percent
porosity, to about 6 percent porosity for nost of the
popul ati on.

And -- and that is essentially how

that's distributed in each of those 920,000 grid

cells. So that's the total popul ation.

And then noving over to the panel to
the right, we see how perneability -- for a brief
second, we saw perneability was distributed in the
nodel .

Yeah. So -- so seeing this

Page 83
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.veritext.com



© 00 N oo o b~ wWw N

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

distribution in the bar chart with the -- with the
bl ue colors, we see the perneability for nost of the
popul ati on ranges fromaround .1, .2 mllidarcies

to -- to about 30 mllidarcies.

And you see the correspondi ng frequency
of those values shown in the vertical axis of that bar
chart.

Wth both perneability and porosity,
based on our experience drilling AG wells and
conpleting AG wells, testing the Siluro-Devonian

reservoir via injectivity tests.

These -- these -- the way these
characteristics are described in the nodel is -- is in
accordance with -- with what we see -- with what we
see in -- in actual wells drilled, conpleted, and
oper at ed.

Ch actually, Adam if you can go back
one nore. And on the -- the -- sorry. | -- 1 failed

to describe the bottom panel there.

And what is shown in the -- the bottom
panel is just a cross-plot of the nodel perneability
cross-plotted agai nst the nodel porosity.

And it shows, essentially, you see

| ooking at the data, you can probably pick out that

there are eight unique trend |ines where, you know,
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t hose eight discreet vertical zones, each correspond
to a colored trend line in that.

So obviously that we can see that there
Is -- in sonme zones, the nodel represents a stronger
correl ati on between porosity and perneability than
ot hers.

So we can essentially expect that those
zones with the stronger increase in perneability, with
I ncreases in porosity, will be larger receptors of
aci d gas.

And so in this slide, again, this is
describe -- this -- this slide is intended to show you

how characteristics are represented in the nodel.

And fromthose -- and essentially what
i's being shown here, is a -- a porosity map. So we're
| ooking map view, top down again, at the -- at the

sinmul ati on space.

And we have the porosity distribution
within the nodel Zones 1, and 7, and 8, which based on
the way porosity and perneability is distributed, are
anti ci pat ed.

And -- and in fact, the results show
that they are the two of -- two primary receptors of
acid gas in our sinmulation. And also, that's in

accordance with our experience with Sil uro-Devoni an
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acid gas injection wells.

So nmoving on from how t he
characteristics of the nodel are setup, the -- with
t his geol ogi ¢ nodel constructed, we're able to
sinmul ate injection operations and start to get sone
I nsight into our initial question of -- of can this
reservoir, as we understand it, sustain these
operations that we're proposing.

And just to recap, the -- in -- well,
in this slide, I'll recap the specific conditions of
the injections sinmulations that were reported.

The A wells were sinulated to inject
a mxed acid gas stream again, of 70/30 CO2 to H2S in
accordance with -- with Pinon's current operations.
And the sinulation was conducted for a period of
30 years.

As the gas properties, the density and
vol une, based on tenperature and pressure conditions,
were determ ned utilizing the NIST REFPROP utilities.

VWich is a conparable utility to
Aqual i brium which has been referenced in -- in nmany,
many acid gas injection well applications. And
essentially allows us to understand the acid gas
characteristics for a given tenperature and pressure.

For the injection wells included in the
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simul ati on, but the AGs and SWD were operated at
their maxi mum antici pated injections rates.

VWi ch correspond to the permitted
I njection rates for the entirety of the sinmulation in
order to provide the nost conservative results and
assurance that the operations are reasonabl e.

The sinmul ati on assunes the reservoir is
a brine-saturated reservoir in hydrostatic
equi librium And the boundaries of the sinulation,
because of our understanding, are -- are kept cl osed.

And we assunme that faults are -- are
barriers to flow are non-transm ssive, which is
a -- a common assunption, and is supported by what we
know about a | ot of these deeper Pal eozoic faults.

VWi ch have a |l ong history of -- of
t rappi ng productive resources and denonstrating that
they're not really transm ssive of flow

So in the work presented today, and in
the -- the C-108 Application for the AG #2 well,
agai n, which was submtted at the end of |ast year,
two sinulations are presented here.

The first being injection via the
AG #1 and #2 well, at an injection rate of 10 mllion
standard cubic feet per day for each well. VWhich is

shown there, would equate to approximately 4100
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barrels per day for each of those wells.

And this scenario was selected while
we' ve expl ored several scenarios. This scenario was
sel ected as the nobst reasonabl e because from an
operational standpoint, it's -- it's kind of the ideal
way to operate this well and to nmanage reservoir
capacity.

It would be not very suitable to -- to
plan to inject into one well for long as it -- it
strains surface equi pment nore and ultimately has a
greater and nore rapid inpact on |local reservoir
condi ti ons.

So for what's presented today, that was
deened as the nost suitable and nost preferrable for
| ong-term operation of the wells.

The second case being presented is
simlar in terms of the AGG will operate -- or the
operation of the two A wells. But then it also
consi ders operation of the nearby West Jal B Deep SWD

at its maxi num expected rate of 30,000 barrels per

day.
So now, after a good deal of discussion
about the foundation of the nodel, in the next kind
of -- and -- and the sinulation conditions, the next
couple of slides, we'll be taking a | ook at the
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results of that sinulation.

And this and the next slide will follow
the same format in that we see in panels A and B
The -- the maps that show one, the aerial extent of
acid gas within two primary -- two zones that are the
primary receptors of acid gas, that show the aeri al
extents as well as map the -- the gas saturation at
the end of the 30 year injection sinulation.

Panel C will show kind of a -- a

resul tant pol ygon that amal gamates the

district -- the -- the lateral extent of all eight
zones, to kind of show and illustrate, the maxi num
di spersi on distance of acid gas at year 30 -- at the

end of the injection simnulation.

And panel D will show a cross-sectional
view that illustrates both being a north/south
cross-sectional view, that illustrates the

distribution of acid gas vertically as a result of

these injection operations that are being sinmulated.
So | ooking at these results, we see

that at the 30 year mark, we see acid gas within

Zone 1 reaching the farthest fromthe AG wel

| ocation at approximately 2.43 mles fromthe site.
Oh. | think you skipped that. W

shoul d be on Case 1. So -- so for Case 1, in which
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operation is only at the AG wells, had 10 mlIlion per

day.

The maxi mum di spersion di stance we see,
Is 2.3 mles and -- and certainly it's not a radi al
di spersion. But -- but towards the north, we see the

greatest mgration of that acid gas.

Generally, gas -- or acid gas
saturation | evels are highest near the well bore, where
we see reservoir concentrations within the grid cells
rangi ng between about 30 to 50 percent.

And as we reach the margins of the
pl une, we start to see gas saturation val ues | ower
t han 25 percent.

And in Case 2, again, following a

simlar pattern in ternms of -- of the results being
presented, we see -- and this case, just to -- to
reiterate, this case would be the sane 10 mllion

standard cubic feet per day into each acid gas
I njection well.

But al so with operation of the West Jal
B Deep at a rate of 30,000 barrels per day.

And i mmedi ately, the -- one of
the -- the first inpacts we see, is we start to see a
little bit nore deflection of the acid gas plunme away

fromthe West Jal B Deep. So kind of inhibiting
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m gration to the northeast of the AG well |ocations.

And we see that deflection resulting in
alittle bit farther reach fromthe AG well bores,

w th the maxi num extent reaching about 2.4 mles from
the AG sites.

Again, we kind of see a simlar pattern
in saturation with the nearest areas to the wells
havi ng saturation |evels of 30 to 50 percent. And
t hen being reduced towards the margin of each pl une.

In both case sinulations 1 and 2, we
see, kind of in accordance with -- with our experience
in the Siluro-Devonian, we Zones 1, 5, and then the
| ower nost zones being the nost productive receptors
of acid gas.

And here we take another | ook at kind
of at the results. And -- and what we have plotted
here for Cases 1 on the top and Case 2 on the bottom

And -- and you'll have to excuse ne,
but case 2 at the title of -- of that chart has a
t ypogr aphi cal error.

It says 15,000 barrels per day. But it
Is actually -- should read, 30,000 barrels per day and
the -- this has been confirned that the data
represented on this slide are representative of that

30, 000.
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But in both of these charts, we're
taking a | ook at the nodel's prediction for surface
i njection pressure required to inject at 20 mllion
standard cubic feet per day, plotted against tine.

And the two yellow trends, the solid
yell ow representing the I ndependence AG #1, and the
dashed yellow trend representing the #2 wel|.

Bot h show that for the conplete 30 year
simul ati on period, that injection can be maintained
under the limtations of each respective maxi num
al | owabl e surface injection pressure for the -- the
conpl ete 30 year period of operation.

And in this slide, again, this is kind

of providing the -- the nunerical equival ence of the
results shown in the -- the prior cross-sectiona
Vi ew.

If you recall a couple of slides back,
we | ooked at cross-sectional views of gas saturation
and it was quite apparent that sone zones were -- were
bei ng occupi ed by nore acid gas than others.

This is the nunmerical breakdown for
case sinmulation one on the left. And case sinulation
two on the right.

And we can see the npdel predicted

vol umes of acid gas at each of the eight general zones
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w ||l have received at the end of the injection -- the
30 year injection period.

So you see in colum two, the
cunul ative injection reported in mllion standard
cubic feet per day.

And in the following, the -- the col um
to the right of that, the cunulative injection in
mllion barrels equival ent.

And then the fraction of the total acid
gas injected, that each injection interval, or each
reservoir zone has received in this sinmulation.

And |l astly, the next couple of slides
just show the initial and resultant pressure
predi ctions for again, the two primary, or two of the
maj or receivers of acid gas in -- in our sinulations
with that.

Essentially equating to the upper
Devoni an section, which is a very -- whichis a -- a
primary receiver in the existing AG well.

And then the Fussel man i nterval, which
Is also a recipient of acid gas in -- in the current
I njection well.

And so here we see the sane initial and
end of sinulation resultant pressure maps for Case

Nunber 2, which should be i medi ately apparent, has
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sonme -- sone different results.

As that sinulation considered also a
significant volune being injected by the West Jal B
Deep SWD well, at 30,000 barrels per day, for a
period, day in and day out, of 30 years.

So just to sunmmarize kind of the result
of the -- this investigation, the -- based on our
current understanding of the reservoir, and our
conservative approach to sinulating the -- the
I njection operations within this reservoir, the
current nodel results, and our understandi ng, support
the -- the ability, or confirmthe feasibility of the
reservoir in this area.

And the current injection operations
that confirmthe feasibility of Pinon operating the
two wells at the conbined rate of 20 mlIlion standard
cubic feet per day.

And this is predicted to be feasible
for the entire -- for a period of at |east 30 years,
and -- and can -- these operations can be naintai ned
wi t hout any nodification to the current maxi mum
al l owabl e surface injection pressures.

To reiterate, this -- in our
sinmulations in our work was intentionally designed to

be conservative just so that we can have as nuch
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confidence as we can that the -- the work to actually
operate these things, and attain approval, that we
have as nmuch confidence in -- in the reservoir's
ability to receive these fluids as we can.

So as such, you know, injection
simul ations, all wells, were operated at their maxi mum
anticipated or permtted rate such that -- that those
conservative results can be arrived at.

In all case studies presented with and
wi thout the -- or without the contributions of the
West Jal B Deep, all of those proposed operations,
splitting 10 mllion between each well, can be
mai nt ai ned through the entire simulation.

When | ooking at the results -- no,
you're fine. When looking at the results with and
wi t hout the West Jal B Deep operating, we see a
maxi mum di sper si on di stance between 2.3 and 2.43 mles
fromthe AG well bore.

The results of the sinulation are also
in agreenment with what we've seen in drilling and
operating acid gas injection wells in the
Si | uro- Devoni an Reservoir.

And then finally, and -- and quite
i mportantly, is that with the sinulation results that

consi der the increased volune, what we al so see is
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that the plune, while it is naturally |larger due to a
| arger injection volunme, we don't see it mgrating or
advancing into the path of any -- any other
penetrations into the SWD well, or into the
Si | uro- Devoni an Reservoir.

So we have confidence that -- that no
addi ti onal pathways out of the reservoir, through
a -- through an existing well that may or nmay not be
pl ugged appropriately, are -- are going to present any
I ssue to this application.

And so with an understandi ng, or

confidence, that the injection reservoir can -- can
receive the fluids being proposed at -- in a
reasonabl e manner, that can be -- that can be

conpleted within the bounds of the current maxi num
al | owabl e injection pressures.

The next question becones, does this
I ncreased injection volume present any el evated risk
or any -- any significant change in the risk for
i nduced seismc events. As there are faults in the
area, which have been identified, and -- and need to
be consi dered.

And so the second part of our

reassessnment conpleted for the C- 108 Application for

the A #2 and in preparation -- or in being presented
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today, is a re-evaluation of that fault slip
probability assessnent that was conpleted both -- for
both well applications.

Again, just to bring -- to -- to
refresh everyone's nmenory about the |ocal structure,
in this map, we show again, the faults that have been
identified in the area. Naturally, the area covers a
pretty significant distance.

So the -- there -- there will naturally
be faults that are a bit nore relevant to the AG
| ocati ons than ot hers.

And to -- to kind of reiterate again,
these features were identified in review of 3D seismc
survey data, which was also re-evaluated at the tine

of each application.

And so again, with nodeling fault slip
probability, or sinulating injection operations to
ki nd of assess fault slip probability, a series
of -- of input paraneters have to be identified,
and -- and defined in the nodel and subsequent
si mul ati ons.

These paraneters, which are shown in
the table here for the work conpleted for the
| ndependence AG #1 and #2, they essentially, are
utilized by the nodel to describe local stress
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conditions, the -- the orientations and the attitudes
of subsurface features, which the nodel uses to
essentially assign pressure values, or -- or
conditions that are going to be necessary to induce
slip along features in the area.

In the area of the |Independence AG #1
and #2 well, as we've seen in previous slides, npbst of
the fault features are trending inline, or parallel
to, the trend of the central basin platform with a
few mnor fault features trending in -- in subparallel
di rections.

And while we have eight major fault
features in the area that we've identified, in order
to really accurately represent their kind of
non-linear expressions in the fault sinulation
eval uation, those faults have been, as shown in this
map, broken down into 29 fault segnents.

So that those points along those
features that nmay be nore in alignment with regional
stress directions, and therefore, nore -- having a
little bit higher potential for -- for slip, are
adequately considered by the sinmulation.

So we'll see in this map, how each of

those major fault features are broken down in their

correspondi ng segnent nunbers that -- that we'll see
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in the sinmulation results to cone.

And one of the first things that the
fault slip probability nodel, which I'mnot sure if |
referenced this, but the nodel being utilized is the
Stanford Center for Induced Seismcity Fault Slip
Potential Model.

VWich is a pretty -- very quickly,
becone a wi dely used nodel for investigating the
potential for slip and response to a variety of
I njection sinulations.

And based on the structural data and
t he assunption -- the reservoir characteristics that
are defined in the nodel, one of the first steps it
takes is it tries to identify what the change in

pressure for each of the fault segnents being

represent ed.

VWhat the change in pressure is going to
be that's going to be required to induce slip along
that feature.

And so what we're show ng here is for
the 29 fault segnents in which we've defined in the
nodel. We're seeing the nodel's prediction of the
pressure required to -- to induce slip along those
features.

So i medi ately | ooking at the nodel's
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predictions, we do see that the faults 1, 2, 5, and 6,

as shown in -- in kind of the previous fault mapping,
are the nost -- are the features with the nost
likely -- are -- are the features with the nost

potential, or |owest pressure thresholds to induce
slip.

Wth an -- with a prediction of, or an
assessnent of the geonechanics and -- and an
understanding of the fault features in the area, we
then informthe -- the fault slip potential nodel of
the injection sinulations that we'd like to sinulate.

By -- so -- so that it can essentially
conplete a hydrologic sinmulation nodel. And start to
make predictions about what the pressure inpacts of
each of those wells wll be over the operation -- or
over the periods for which they' re being sinulated.

So in our investigation of the area,
where the Pinon I ndependence wells are |ocated, we
I ncl uded seven additional SWD wells that are
operating, or are planned to be operated in the area.

And what we'll quickly see is, you
know, based on our understanding of the reservoir,
sone of these SWDs are |l ocated pretty far away on the
eastern margin of -- of the -- of the study area. And

really are anticipated to have sone pretty m ni nmal
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| npacts.

So simlar to the reservoir nodeling,
we see, you know, West Jal B Deep, and -- and the AG
wells not being particularly affected by those wells
much, nmuch further out.

So actually, Adam if you can go back
one tine.

So as we can see in the tabul ated data
for the seven injection wells that are included in the
simul ati on, we see -- you can see that the injection
vol unes that we sinulate, range from about 4200
barrels a day to 30,000 barrels per day.

As there are a couple of instances of
SDW wel | s operating, or being at |east approved for
I njection, up to those rates in the area.

There is one well at Jal North Ranch
SWD that our review of records, it was -- it was not
apparent what it's actual permtted injection val ue
was.

So for our simulations, we assuned a
val ue of 10,000 barrels per day.

As with the injection, the previous
pl ume nodeling sinulations, all of the injection

vol unes, or all of the injection operations of these

SW and AG wells, were -- were conpleted at their
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maxi mum daily injection rate.
Again, to provide that conservative

estimate of risk. And provide as nmuch confidence

that -- that the risk in fault slip in response to
this proposed operation, is -- is not -- or -- or
Is -- is a manageabl e ri sk.

So in this slide, we see sonme of the
results of the sinulation, of the seven injection well
sinmul ati on, which was operated for the AG wells,
or -- or for the period in which A wells were
operated, was at |east 30 years.

However, because sone of these SWD
wel | s have been in operation prior to the AG wells,
the total nodel -- or the total sinulation duration
was extended to account for those historic operations.

So with some wells, | believe beginning
their operations circa 2010, we see the ultimte
simul ati on period being in excess of 40 years.

And in the top panel, we see the FSP
nodel s predicted, or the results of the hydrol ogic
nodel , where we see the pressure front generated from
t he operation of these seven wells.

And -- and noting i medi ately
that -- that the resultant pressure conditions that

t he nodel predicts, falls pretty significantly short
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of what the nodel also predicts, would be the pressure
t hreshol ds needed to i nduce slip along any of those
features.

And we see each of those features, or
the pressure conditions, along each fault -- each of
the 29 fault segnents being plotted in the chart to
the bottom there.

In general, the results of pressure
I ncrease along these features, ranges fromless than 1
percent to 20 -- 20 percent of what the nodel predicts
is the pressure required to induce slip.

And in this slide, we also show sonme
ot her denonstrations of the fault slip probability
results with the top panel illustrating the fault slip
potential predicted by the FSP nodel, through tine,
with each of those fault trends being plotted in the
bl ack trend |ine.

So we immedi ately see that -- that

along all 29 features sinulated, there's not really

any elevated risk of slip probability for any of these
features based on this particular injection scenario.

For nost of the 29 fault segnents, the
nodel predicts a probability of 0.00 probability of
slip.

However, there are five, or I'msorry,
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four segnents for which the nodel does predict
non-zero probabilities.

And these are shown in the map, the
| ower map, on this slide. W see segnents 4, 5, oh.
' m sorry.

It is five segnents, 4, 5, 16, 17, and
18, having probabilities ranging from .01 to .05,
based on, or in response to the seven injection well
scenari o.

So in this slide, we also show agai n,
the same plot of fault -- nodel predicted fault slip
probability plotted against tinme in the upper panel
t here.

And then the specific nodel predicted
results, or the specific nodel predicted change in
pressure required to induce slip.

The nodel predicted pressure change for
the seven well scenario. The associated probability
that those conditions will be reached and i nduce slip.

And then the final colum representing
the probability of slip for those five features for a
subsequent simulation in which the AG wells are not
I ncl uded.

So immedi ately in that conparison, we

see that the volune, the approxi mate 4,000 barrels per
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day equivalent, that the two AG wells are
contributing, are not producing, well, in this
iteration, any noticeable change to the probability of
slip.

Whi ch woul d -- which woul d suggest that
any observable risk of slip, is kind of being driven
by adj acent SWDs or the higher volunme injectors in the
ar ea.

Wth that -- even considering that, we
observed that generally these features, these fault
features, these eight fault features, are generally
not predicted to be of significant risk of injection
I nduced slip for this seven well scenario.

Agai n, subsequent sinul ations that

renmove the AG injection contributions, really produce

no noti ceable result, or no noticeable change in the
probability of slip.

And ultimately, as proposed, the AG
wells at 20 mllion standard cubic feet shared between
the two wells, can be conpl et ed.

And those wells can be operated w thout
significantly increasing the risk of injection induced
slip in the area.

So to just kind of summarize the -- the
materials presented, including the background
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materials, and the request of Pinon.

Agai n, Pinon is requesting approval or
amendnent, of the existing Commi ssion Order to all ow
for a conbi ned, or shared, daily injection volune
limtation of 20 mllion standard cubic feet for the
AG wells 1 and 2.

These wells, both well #1 and well #2,
have been authorized for injection into the
Si | uro-Devoni an interval.

One, via the Commi ssion -- or via the
heari ng process before the Conm ssion. And one, via
the adm nistrative route.

| ndependence AG #2 was aut horized
earlier this year, in March of 2020 [sic] however, as
we di scussed before, the -- the request to increase
the total volunme limtations was not able to be
consi dered through the adm nistrative process.

In our additional work to evaluate the
reasonabl eness and the feasibility of naintaining
t hese injection operations, our revised nodeling,
which is better informed through drilling and
conpletion of the A #1 well, and -- and further

refined through detail ed analysis of 3D seisn c data,

confirms that -- that this is a reasonabl e request of
volume for this area, and -- and the reservoir.
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Both | og data and well test data
support its ability to -- to receive these fluids in a
saf e manner

Sunmari zing the -- the conditions of
the -- of the nodeling and sinulation again, to
reiterate PETREL, or Schl unberger PETREL and ECLI PSE
software platfornms were utilized in our investigation.

And the results of that indicate that
based on the two case studies it sinulated, the
resultant acid gas injection plume would extend from
the AGl wells between 2.3 to 2.4 mles fromthe
current well bores.

Being controlled and deflect -- or
being controlled, or with the main difference between
those two case studies, being the operation of -- of
the West Jal B Deep.

The sinmulation results also confirm
that the operation at this rate can be mintained
t hr oughout the entire period for which Pinonis -- is
requesti ng.

Wth the results show ng that surface
I njection pressures can be -- can remain under the
maxi mum al | owabl e pressures for the entire period.

Additionally, revisiting our assessnent

of fault slip probability, or fault slip potential,
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those results as well, confirmthat based on our
under st andi ng, these -- these wells can be operated as
such without any significant risk of -- of producing

I nduced seism c events.

So the -- noving back to the ultimte
request of Pinon. Pinon would request approval to
operate the Independence AG #1 and #2 at a conbi ned
daily injection rate of 20 mllion standard cubic feet
per day.

The AG #2 well is currently being
drilled and is currently on target to neet all of the
condition of the Conm ssion's requirenents wth

respect to the redundant AG well.

The -- the -- again, to reiterate the
ask of 20 mlIlion standard cubic feet per day is -- is
a reasonabl e request and -- and really only a noderate

I ncrease as under reservoir conditions.

Again, the -- the acid gas would equate
to approxi mately 8200 barrels per day within the
reservoir. Again, significantly |ess than many SWD
wel s operating in the basin.

The operation proposed can be
mai nt ai ned wi t hout any increase to the
maxi mum - - maxi num al | owabl e surface injection

pressures. And as such, we're not requesting any
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nodi fication to those conditions.
And ultimately, as proposed, based on

our investigation, the operation at this rate, can be

done safely. And -- and it wll allow Pinon to neet
the | ocal needs for -- for acid gas disposal in the
regi on.

BY MR. RANKI N
Q M. Wiite, in summary then, it's your
opi nion that the granting of Pinon's Application wll
protect human health and the environnent in this case?
A It is.
Q And in your opinion, wll operation of the
two AGs at the proposed injection rates result in

waste or inpair any correlative right?

A No.
Q And in your review and analysis, it's your
opi nion that the target interval here will have, and

does have, the capacity to accept the volunes of the

treated acid gas at the rates that are being proposed

for the life of the wells?
A Yes. | do.
MR. RANKIN: Madam Chair, at this tine,
| would nove the adm ssion of Pinon Exhibits A through
E.
And the last bit of our presentation is
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to touch on and review the Notice.

But | know -- | realize that we have
proceeded through a lot of material and the Conm ssion
may w sh to ask questions now, or the Division may
w sh to ask questions now, or we can finish up by just
reviewi ng the Noti ce.

CHAI R SANDOVAL: Go ahead and finish
up, and then we can enter exhibits, and then proceed
wi th questions.

MR. RANKIN: Thank you, Madam Chair.

BY MR. RANKI N

Q M. White, did Geolex prepare, and issue
notice of today's -- this Application? Today's
hearing?

A Yes. We did.

Q And is that Notice reflected in Exhibit F of
your exhibit packet?

(Exhibit F was marked for

i dentification.)

A Yes. It is.
Q And does that exhibit packet include a

sanple notice letter that was sent to each of the

parties?
A Yes. |t does.
Q Does it also include all the green card
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receipts reflecting the status of delivery of each of
those notice letters that went out?

A For -- yes. For the 14 of the notices sent
out, we did receive green cards, return receipts,
confirmng recei pt of those materi als.

For one certified mailing that was sent,
the -- the address was found to be vacant. And we
foll owed-up with a Federal Express overni ght shipnent
to a corrected address for one interested party.

And then for two additional certified

mai | i ngs that went out, those -- those nmailings are
still in transit according to the USPS tracking
system

VWhen that "In transit" status was
I dentified, we reached out via electronic mail, to
contacts at those two entities, to provide them
| mredi ate el ectronic versions of all of the materials
that were sent in the original certified mailing
noti ce.

And -- and those correspondence, via
electronic mail, and the subsequent overnight FedEx
shi pment details, are included in this exhibit as
wel | .

Q And the one party that you received

notification that the | ocation was vacant, that was
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for NG. Energy Partners.

And that address was the address provided on

their corporate website. And it still is provided on
their corporate website. |Is that right?

A At the tinme. | don't knowif it's current.
How -- how it -- what -- what it's currently. But at

the tinme, yes.

Q And that subsequent attenpt to deliver by
overni ght mail was successful ?

A Yes. |t was.

Q And in addition, M. VWhite, did we al so
prepare a Notice of Publication in the newspaper of
general circulation in the |ocation where the well is
| ocat ed?

A Yes. We did.

Q And has that been marked as Exhibit G?

(Exhibit G was marked for
I dentification.)

Let me get toit. See if |I can get to it.

Is this a copy of the Affidavit of

Publication reflecting that Notice of this Application
Hearing was provided in a newspaper of general
circulation in the county where the wells are | ocated?

A Yes. It is.

Q And you identify each of the parties,
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affected parties required to be noticed by nane in
this publication?

A Yes.

Q And these sane parties were noticed as well
for the CG1 -- Admnistrative C- 108 Application that

was approved by the Division. Correct?

A Yes.
Q And none of those parties --
A As well as additional parties that are now

of interest at the time of the hearing.

Q And included in that list was the State Land

Office and the BLM Correct?
A Yes.

MR. RANKIN: Thank you, M. VWhite. At
this tinme, Madam Chair, | would nove the adm ssion of
Exhibit A through Ginto the record if there are no
obj ecti ons.

CHAI R SANDOVAL: M. Tremai ne, any
obj ecti ons?

MR. TREMAI NE: No objections.

CHAI R SANDOVAL: Any objections from
any ot her Comm ssioners?

COWM SSI ONER BLOOM  No, Madam Chair.

DR. AMPOVAH. No, Madam Chair.

CHAI R SANDOVAL: All right. Exhibits A
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through G are entered into the record.

(Exhibit A Exhibit B, and Exhibit D

t hrough Exhibit G were received into

evi dence.)

MR. RANKIN: Madam Chair, at this tine,
| have no further questions of M. Wite.

And wi Il pass M. VWhite for questions
by the Division and the Conm ssion. Thank you.

CHAI R SANDOVAL: Thank you.
M. Tremai ne, do you have any questions for the
W t ness?

MR. TREMAINE: Very briefly. | think I
have one question, Madam Chair.

CHAI R SANDOVAL: (Okay. Go Ahead.

CROSS- EXAM NATI ON
BY MR. TREMAI NE
Q M. Wiite, | think we've heard today, that

as Pinon has kind of devel oped its business, that the
need for maxi muminjection rate has changed from what
Ameredev originally -- or projected to be 12, nowit's
at 20.

My question for you is, is there any reason

to believe that as Pinon continues to develop this
facility, and develop its business, that you woul d
expect any further increase in injection down the
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road?

A So -- so | don't -- 1 don't knowif | would
have the -- the, | guess the -- the forecast data,
or -- or the demand data that M. G een may have, that
kind of would be at -- be -- allow ne to better -- be
better informed in answering that question.

What | woul d suspect is, or -- or what |
would say is if that was pursued in the future, then
it would be, you know, reasonabl e.

And -- and simlar investigations as -- as

to the ability of the reservoir to continually either

mai ntain, or -- or to receive those fluids w thout

detrinmental effects, would need to be done as well.

But whether or not it's forecasted
and -- and likely to be requested, | don't think I
have -- | -- | don't knowif | could speak to that.

Q | understand. Thank you. That nay have
been a better question for the other w tness.

In terns of that process, if Pinon
determnes in a year or two that it -- there's 25
MVSCF of injection, or 30, would Pinon undergo a
simlar process of updating the nodeling and running
t hese projections?

A | would assume so. And -- and | don't -- |
don't think it's been discussed.
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But part of the requirenments of the original
Order, required a -- a periodic and continual update
of that geol ogi c nodel .

Which, to be frank, is -- is going to -- you
know, our understanding is going to inprove with every
Iteration of that.

Because we can start to see how our nodel
predictions line up with what we're actually
experiencing in terns of operating pressures.

And essentially take each of those to kind
of history match and -- and kind of true up our nodel
and our understandi ng.

So | would assune -- based on ny experience
wi th Pinon, pursuing any approval for any additional
i ncrease, would -- would be acconpanied by a -- a

significant investigation into the feasibility.

And -- and as well, the -- the ongoing
requirements of the Order will help to kind of keep
our understanding of -- of the feasibility in check, |

t hi nk.
Q Ckay. Thank you.
MR. TREMAINE: No further questions.
CHAI R SANDOVAL: Thank you.

Comm ssi oners, do you have any questions for w tness?

COVM SS|I ONER BLOOM No, Madam Chair.
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DR. AMPOMAH: Yeah. Madam Chair, | do
have questions for the w tness.

CHAI R SANDOVAL: Okay.

DR. AMPOMAH. Okay. Yeah. So
M. Wihite, so we do have the Wodford Shal e being the
cap rock for the Devonian that we are -- that Pinon is
targeting.

So but there has al so been a | ot of
production and nore |like horizontal wells through the
Woodf ord Shal e.

So ny first question is in the |ocation
that Pinon is |ooking at, are there any activities
going on in the Wodford, which can nore or |ess
conprom se the integrity of the ceiling?

THE WTNESS: No. At this tinme, | am
not aware of any Wbodford Shal e devel opnent that woul d
be occurring in the area of the Pinon wells.

Overlying production is primarily
dom nated by Bone Springs and Wl fcanp, which is
separated by thousands of feet of strata.

DR. AMPOMAH. Yeah. So you tal ked
about how you've used information fromthe AG #1 wel
to update the nodel that you presented to us today.

And al so, even now, you have the AG #2

still drilled -- being drilled at this point.
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Let ne ask. Did Pinon take any core
fromthe AG #1 well?

THE W TNESS: Yes. They took sidewal
cores.

DR. AMPOMAH. So did they neasure
pernmeability fromthis core?

THE W TNESS: Yes.

DR. AMPOVAH: | didn't see, in the
nodel i ng, where you included that kind of probability
I n your nodeling.

Asi de, you tal ked about -- and even |
didn't see the core neasurenents being nade nention
of. You tal ked about using the DST to cal cul ate, or
to, nore or less, get the perneability.

So would you confirmto the Conm ssion
whet her you incorporated the core neasurenents,
probability nmeasurenents, into the nodeling efforts?

THE W TNESS: So the core neasurenents
were utilized to informour revisions to the nodel.
But ultimately, in -- in sonme of the nore productive
I nterval s, where injection or are separate injectivity
tests, and falloff tests.

VWhere those -- those test indicated the

nost volume of fluid was going, such as the upper

Devoni an and Fussel man i ntervals.
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You know those -- those intervals are
usual Iy productive because there hasn't been a
fractured sol ution enhanced porosity, or a solution
enhanced rock there.

And so naturally, for recoveries al ong
t hose nobst productive intervals, was not very good.
Most of the core recovery that was successful was in
the overlying M ssissippian section, the Wodford
Shal e Secti on.

And then some nore of the tighter
intervals of the Siluro-Devonian kind of in between
t he Fussel man porosity and the upper Devoni an
porosity.

DR. AMPOMAH. So when you say that
probably if Pinon could have recovered a conventi onal
core conpared to a sidewall core, probably the
recovery rate could have been inproved.

THE W TNESS: Potentially.

DR. AMPOMAH. So in the DST
measurenment, you al so nmeasured reservoir pressure.
Right. So I wanted to know if you went back to | ook
at a 4.3 -- 0.43 psi per foot, initial reservoir
pressure that you used in the nodel -- to initialize

the nodel, did you go back to check for consistency?

THE W TNESS: Yes. Yes. The
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geonodel | i ng team woul d -- would have done that.

DR. AMPOMAH: Woul d have, or probably
they did, or you' re not sure?

THE WTNESS: At this tine, | would
need to confirmthat.

DR. AMPOMVAH: Ckay. Yeah. Because
that is very necessary, as you know.

THE W TNESS: Yes.

DR. AMPOMAH: You know, because we are
using .43 psi per foot, which is a good assunption,
but you have the opportunity to do deep DSTs, so
definitely you neasure the reservoir pressure at that
poi nt .

So you want to make sure that you check
the consistency in there. And if not, probably
in -- reaching of the nodels, you probably have to
check into that.

THE W TNESS: Yeah.

DR. AMPOMAH: So you tal ked about the
porosity probability of relationships, and you made
mention of the Wnland R35 that you used, so | want
you to be clear to the Comm ssion, how the
pernmeabilities were nodel ed.

s it based on just statistics or based

on the Wnl and R35 equati ons?
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THE WTNESS: So the -- the way, from
my understanding, that the -- the way perneability is

popul ated in the nodel, was using the Wnland R35

met hod.

And that was done for the
purpose -- or -- or the purpose in utilizing that
met hod was because, | guess, nore standard

distribution nmethods really didn't produce any
sinmulation cells that were | ower than .1 perneability,
SO -- or -- or .1 mllidarcies perneability.

So we didn't find that to be reasonable
wth respect to how these wells behave. And so
it -- the -- it -- it was recommended t hat
those -- that that nethod be taken to -- to ascribe
pernmeability characteristics within the sinulation
space.

DR. AMPOMAH. That was great. So you
tal ked about how you used a caustic containers
I nversion for the porosity. Yeah. So you have a big
seismc, so at least you're able to -- porosity from
the seismc.

| didn't see a ot of information on
that, so can you clarify that you were able to do
I nversion on the seismc to get the porosity to help

| nprove the nodel ?
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THE W TNESS: So i npedance data were
available to us for review. The -- the inversion was
not conpl eted by Geol ex.

And ultimately, the way that that was
I ncorporated into the nodel, was such that -- that,
you know, we don't -- they all -- the licensing terns
of those data are not breached.

So while the nodel was not constructed
to -- to directly represent any of that, it was
utilized to kind of better informand make nore
realistic, those results.

DR. AMPOMAH. Thank you. So let's get
to the nodel inpact.

So you have one sal twater disposa
well. And then also the AG #1 well. So first of
all, are they all active, injected now?

THE WTNESS: |'msorry. Can you say
t hat agai n?

DR. AMPOMAH: So the saltwater disposal
well and the AG #1 well, are they all active now?

THE W TNESS: Yes.

DR. AMPOMAH. So then in your plots,
profiles that you show, | didn't see any history match
in work done before the forecast.

THE W TNESS: Yeah. And -- and
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ultimately, that's going to be as nore AG #1 and #2
well data are -- are yielded fromtheir operation.

Wth the Comm ssion's schedule to
revisit this nodel, those will be the | ong-term goals
of this evaluation.

But ultimately, on the initial
I nvestigation, it was not part of the scope to -- to
I nclude all of those.

And but rather to take a conservative
approach for operating volune to assure that our
confidence in -- in the reservoir's ability to
mai ntain that is in place.

DR. AMPOMAH: So what is the distance
between AG #1 and AG #2?

THE W TNESS: Bottom hol es are
separated by a little over 3,000 feet.

DR. AMPOMAH: 3,000 feet. So are they
not cl ose enough? O is it okay?

Because |'mthinking about, did you
guys do any interference test to make sure that you
are maxim zing the -- space, you know, to be able to
co-inject both wells w thout any pressure issues?

THE W TNESS: Though the -- the main

noti vation between separating the well bores was

ultimately to take what infornmation we received from
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drilling the AG #1 well, and identify what appeared
in the seismc data, to be an even better potenti al
| ocation in ternms or reservoir characteristics.

So that | ocation was cited based on,
you know, a better understandi ng of what the data and
the seismc survey really nean.

So that was the primary notivation for
selecting that |ocation.

DR. AMPOMAH: M. VWhite, in the fault
nodel i ng, so you showed two faults that were
i ncorporated in the nodel.

Now, | saw that these are
non-transm ssive faults. O so it neans that it has
transm ssibility zero. There's no fault across.

Now, if you look at -- so if you | ook a
slide nunber, probably 28. So why did you not run
anot her scenario where these faults were okay?

O let ne ask it this way. How was the

transm ssibility calculated for this particular

faul ts?

THE WTNESS: So -- so based on
our -- the reason it was not explored for this
simulation, is that we -- we nmade the -- or in our

experience, these faults that are generally confined

to the | ower Pal eozoic section, don't have a | ot of
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extension vertically, up into other producing zones.

You know, nost of the popul ati on of

t hese faults, have behaved and -- and are denonstr at ed
as -- as conpetent traps.
And -- and so we felt that that was the

nost reasonabl e assunption for this area.

DR. AMPOMAH: So in that case, you
don't believe that there's any chance for the faults
to be okay?

THE WTNESS: |'msorry. | -- |
believe that either mne or -- or your connection
broke up. Could you repeat that?

DR. AMPOMAH. So |'m saying that so are
you confident, you know, saying to the Conmm ssion,
that these faults are strictly closed and cannot be
opened?

THE WTNESS: 1'd say that is the nost
| i kely scenario. And provides the npst conservative
estimate of the plune mgration in that assum ng these
faults to be closed, significantly reduces the -- the
avai l abl e reservoir in which acid gas can occupy.

And -- and should the -- the open fault
simul ati on be considered, it's likely, based on -- on
the well data, or the existing wells, it's not likely

to cone into contact with any ot her Devoni an
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penetrations.

So havi ng an understandi ng of the
maxi mum extent that the plunme may reach, my be a
nore, at this tinme, a nore useful investigation for us

to assure that -- that we don't reach any penetrations

that could be conduits out of the reservoir.

DR. AMPOVAH:. M. White, so |

back to what | asked about the core neasurenents.

So | presune, based on your testinony,

Pinon did routine core analysis on the core

the -- let's say the sidewall core that it took.
What about special core analysis for

relative -- and capillary pressure neasurenents?
THE WTNESS: So | don't have those

data, or not famliar with the specifics. But | don't

believe that those were -- were conpl et ed.
DR. AMPOMAH: Yeah. So that
you can bring up the slide nunmber 28. Yeah.

the plunmes that is showed.

So ny main concern is how did Pinon

cal cul ate the irreduci ble water saturation?
so what was the source of the original perm

you use in the nodeling?

THE W TNESS: So the source was -- the

source -- well, there were nultiple relative perm

et me go

-- 0n

is -- if

One of

You know,

curve that
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curves utilized in the nodels to -- to characterize
t he behavior within each zone.

And those were -- were determ ned from
a coll aborative effort of -- of evaluating the well
data col |l ected, and reasonabl e assunptions for our
under standi ng of the reservoir in this area.

DR. AMPOMAH: Yeah. But don't you
believe that if you want to get the actual data, then
get in the core, and then doing the flow to experinent
on the core.

Li ke a special core analysis give you.
They have data for you to be able to get the test.

Because if you | ook at the plunme that
you are showing, | want to see, in terns of the what
I s the maxi mum saturation of the water that cannot be
di spl aced by the injection that you are putting into
the well .

And if you do not do the -- planned
experiment, how do you account for that irreducible
wat er saturation?

THE WTNESS: Well, | certainly do
believe that that may be the nost suitabl e approach.
But | don't knowif -- if the actual core recoveries
woul d' ve been truly reflective of that.

And -- and when you have the -- the
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di sparity, and where injection fluids are going,
ver sus where your core recovery occurs.

DR. AMPOMAH: So let ne try to wap it
up quickly. And I'msick today, so it probably is
good for you.

But let me ask. \What was the m ninmum
hori zontal stress that you used in calculating the
maxi mum fracture pressure?

THE W TNESS: You're referring to the
| ater portion of the -- the presentation where fault
slip probability?

DR. AMPOMAH: Yeah. But even within
the nodeling. So let's say you use the m ni num
hori zonal stress to, nore or |ess, know the
maxi mum -- pressure that you can go. Right.

So in the current nodeling, what was
t he m ni mum hori zontal stress that you utilized?

And |'m sure you used that in the fault
slip analysis as well.

THE WTNESS: Yes. And -- and that
particul ar variable, or value, is not shown in this.
However, you know, it is engrained in the sinulation.

And we can, if over a break, we can

probably grab that nunmber, and |let you know what it

Is. What the nodel assunption for that is.
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DR. AMPOMAH: Ckay. So it to be good
that you include that in the final
adm ssion -- that -- the final docunmentation. And I
presune it is a normal -- routine. Right?

THE W TNESS: Yes.

DR. AVPOVAH:  Okay.

CHAI R SANDOVAL: | just want to junp in
real quick.

| think if, Dr. Anpomah, if they
haven't provided us with the information previously,

t hey have submtted their prehearing statenents, they
subm tted their exhibits.

They can't really provide us with nore
information if they didn't think to include that in
t he begi nni ng.

THE W TNESS: Okay. And | can provide
alittle bit of -- nore information on that.

So the way the Stanford nodel is
constructed, that -- those values that M. -- or
Comm ssi oner Amponmah is requesting, is represented and
defined in that particular nodel by the eight feet
par amet er .

So what | can do, nmaybe we can -- |

mean, obviously that eight feet paraneter can be

utilized to see what those -- those stress conditions
Page 129
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.veritext.com




© 00 N oo o b~ wWw N

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

are if we -- if we cannot provide that.

DR. AMPOVAH: Yeah. And, M. Wite,
you know, |let nme be clear that the questions that I'm
asking is probably nostly for the regulator to see how
they review the nodels that are presented, you know,
to the Comm ssion.

So the | ast one, you use ECLIPSE for
t he nodel i ng.

Did you | ook at the reaction between
the injected fluid, that is the H2S and the CO2 wth
the -- fluid and also the netrics to see how t he
I njection that you are doing, howthe fluid is stored?

THE W TNESS: You nmean in the

simulation itself? Does it consider those ot her

si nks? No. It does not.
DR. AMPOMAH.  \Why?
THE WTNESS: At this point, | just

don't think enough informati on has been expl ored

to -- in order to pursue that type of investigation.
You know, the nodeling, we could al so,

and maybe a | onger termgoal for this as the nodel is

revisited, is even to produce a dual -porosity nodel

where we start to consider the role of fractures

versus matric porosity.

So | think at the point where it
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becomes, or the data avail able to us becone the
operating data to where we can start to further refine
t hat .

Sonme of those things kind of be -- be
brought into scope with that.

DR. AMPOMAH: Thank you, M. White.
Madam Chair, |I'mgoing to end here. Thanks so nuch.

CHAI R SANDOVAL: Thank you. | think
you very el oquently asked the majority of ny
guestions. So | do not have anything -- actually, |
have one questi on.

The only question | have is, | just
want to make sure | understand what -- what you guys
think is going to be the injection pattern.

Li ke, how are you planning to use the
wells? Are you planning to inject in one at a tine?

Are you planning to inject equally in
both? Wth a total capacity of 20. What is kind of

the injection plan?

THE WTNESS: So -- yeah. So -- so as
we sinulated in -- in the plunme nodeling
I nvestigations, we think the | ong-term average for
this is going to 10 and 10 into each.
VWi ch represents, you know, with bottom
hol e | ocati ons separated by sone distance, it is -- we
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feel that's the best managenent of our inpact to the
reservoir. So long-term we feel that it's going to
average |ike that.

Pinon's intent, if | understand
correctly, is that this -- these wells wll be
operated sinultaneously. Mybe with sonme small
fraction going to one well and the majority going to
the other well.

So maybe -- so maybe 5 and 15 for a
period. O 6 and 14 for a period. And then
alternating the -- those conditions between the two
wells, such that operational readiness of both systens
I s mai ntained at any point.

And we don't deal with any scaling,
or -- or issues that may result fromdowntime of the
one well conpletely.

But | think over the |ong haul, the 10
and 10 is -- is howit wll likely average out.

CHAI R SANDOVAL: Okay. And then if for
sone reason, both wells were to go down, so the point
of the redundant wells, if one well goes down, you can
shift injection to that one -- or to the other one.

If both wells were to go down, what is

t he operational plan?

THE WTNESS: So | think in ternms of
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how that is planned out, may be a question nore suited
for Pinon.

In -- in considering the downtinme of
one well, the -- they separate injection tests that
we' ve conpleted on the | ndependence AG #1, are
currently supported that if, for a period of tine, one
well had to take all of the flow, then that would be a
reasonabl e operating paraneter, for at |east a short
peri od.

Wth the -- in the event that both
wells go down, | know Pinon does have a -- or the
operators that Pinon service, many of those operators
have the ability to imediately and renotely shut in a
| ot of the -- the wells that are contributing to that
gat hering system

So there -- there is some vol une that
can be imedi ately shut in wthout going to flare.

And | think, again fromny experience,
| think this can be done in a matter of m nutes for a
| ot of their infrastructure.

So | think there -- there -- 1| think,
in the event that -- that both wells go down,
there -- there's certainly sonme options for Pinon.

CHAI R SANDOVAL: Okay. That's all of

t he questions that | have. M. Rankin, do you have
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any follow up?

MR. RANKIN: Madam Chair, | do not. |
appreci ate the Conmm ssion's questi ons.

And at this time, we have no further
questions or information to present. So we rest our
case.

And | guess, now bei ng noon, unless you
want to proceed with the Division's case, you know, we
can proceed as the Conmi ssion desires.

CHAI R SANDOVAL: Okay. M. Tremail ne,
how | ong do you expect your presentation to go?

I think we're going to take a break,
but just for planning afterwards?

MR. TREMAINE: Well, | think that ours
wll be fairly quick. | will say |less than half an
hour .

CHAI R SANDOVAL: COkay.

MR. TREMAINE: We were not planning to

get into kind of extensive details but are avail able

for additional questions.

And | do expect Comm ssion questions.
So |I'm not sure how long that will go.

CHAI R SANDOVAL: Okay. All right.
It's 12:05 basically. Let's conme back at 1, and we
wll pick up with the Division.
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Il will leave this going,

wel cone to either stay on, just turn off your video

and mute, or you can drop off and then cone back on.

Thanks.

THE REPORTER: (Okay. Going off the

record at 12: 04.
(OFf the record.)

CHAI R SANDOVAL: It's one o'clock. And

we wll pick up where we left off, which was | think

starting with the Division.

But | think we have one maybe a piece

of announcenent prior to that.

SO you're

MR. MOANDER: That's your cue,
Dr. Anpomah.

DR. AMPOMAH: Yeah. Thank you, Madam
Chai r.

You know, in the interest of justice, |
wi Il ask to recuse nyself for the remainder of the
proceedi ngs. Thank you.

MR. MOANDER: Thank you, Dr. Anmponah.
And | think -- well, with that, are any of
you -- yeah. Thank you.

CHAI R SANDOVAL: Okay. All right. So
we will proceed | guess, with just Commi ssioner Bl oom
and I. But it is still a quorum And so we are able
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to proceed. All right. M. Trenaine.

MR. TREMAI NE: Madam Chair, the
Di vi si on has one witness, M. Dylan Rose-Coss. Cal
himat this tine.

CHAI R SANDOVAL: Ckay. M. Rose-Coss,
can we hear you?

MR. ROSE-COSS: Can you hear ne?

CHAI R SANDOVAL: Yes. All right. WII
t he court reporter please swear in the wtness?

THE REPORTER: Okay. Can you pl ease
state your full name for the record?

MR. ROSE-COSS: Wy full nanme is Dyl an
Henry Rose- Coss.

THE REPORTER: Thank you very nuch.
Can you pl ease raise your right hand?
VHEREUPON,

DYLAN ROSE- COSS,

called as a witness, and having been first duly sworn

to tell the truth, the whole truth, and nothi ng but

the truth, was exam ned and testified as foll ows:
THE REPORTER: Thank you very nuch.
THE W TNESS: Thank you.
CHAI R SANDOVAL: All right. Go ahead,
M. Tremaine.
/1
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DI RECT EXAM NATI ON
BY MR. TREMAI NE:

Q M . Rose-Coss, where do you work?

A You know, | -- | work for the State of
New Mexico within the Energy, Mnerals, and Natural
Resour ce Depart nent.

Specifically, within the G| Conservation
Di vi sion, U C Team

Q And what is your specific position within
the Division?

A | " mspecifically classified as a petrol eum
speci al i st advanced.

Q And coul d you pl ease sunmari ze your
responsibilities as a petrol eum speci ali st advanced
for the Comm ssioners?

A You know, by and |large, at the generality of
what you would say | do, is review applications for
conpliance, inpose these rules.

By regarding the prevention of waste, and
the protection of correlative rights, public health in
the environment. | also serve as a technical exam ner
for these hearings at OCD, that |evel hearings.

Specifically as a nenber of the U C team
what you would say | do is applications and conpli ance

for Class Il disposal wells within the state. U C
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Class Il disposal wells.

Q Thank you. M. Rose-Coss, have you prepared
a Cv for this hearing?

A Yes. | have.

Q And is that nmarked as proposed OCD Exhi bit

Number 17
(OCD Exhibit 1 was marked for
I dentification.)
A It is.
Q And is that a true and accurate description

of your relevant education and experience?

A It is.

Q And now, would you pl ease sunmari ze for the
Comm ssi oners, your education and experience?

A Sure. Well, as you can see on the CV, |
have over eight years of experience in, kind of
public, or resource nanagenent.

You know, prior to that, or the way | got

into the field, again at UNM nmany noons ago, where |

received a bachelor's in science and a distributed
science mnor in Environmental Science.
VWhich | followup with at again, at
UN -- University of New Mexico with an Earth and
Pl anetary Sci ence Degree, which is their -- UNMs form
of a geol ogy under graduat e.
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VWi ch | then proceeded to followup with at
the University of New Mexico Tech, where | received a
master's degree in -- in geol ogy.

And during that time, you can also see from
my CV, that | have three peer review publications and
five conference | evel papers regarding the
under ground, kind of -- reservoir characterization and
under ground sequestrati on of carbon di oxi de.

Sony -- ny job was to follow -- master's
degree and kind of, New Mexico Tech was with a
resource consulting firm water rights consulting firm
In Santa Fe called Gorietta GeoSci ence.

That et nme -- that -- which | followed up
with by taking position with the G| Conservation

Di vision as an environnental specialist. Mstly

reviewing spills and rel eases fromthe oil field.

And then I noved into, and |'ve held the
position for three years now, as petrol eum speci ali st
advanced with the U C Team

Q Okay. When you were getting your master's
at New Mexico Tech, did you specialize in any
particul ar areas?

A Yes. You know, | -- | did specialize
with -- at New Mexico Tech, in petrol eum geol ogy, and
reservoir characterization, and actually earned a | ot
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of experience at ny tine there in oil reservoir
nodel i ng and sinul ati ons.
Specifically, kind of relating core
measurenments to reservoir nodeling.
Q And for what types of cases do you typically
or normally appear as a technical examner for the Ol
Conservation Division?
A Sure. Yes. You know, so -- so by and
| arge, the cases that | hear as a technical exam ner,
are for conpul sory pulling.
But when I'm-- with ny
specialties -- specialty is called on the nost, is
during hearings regarding saltwater -- contested
sal twat er di sposal wells.
Q Okay. Thank you. Have you ever testified
before the Comm ssion before?
A | have not.
Q Al right.
MR. TREMAI NE: Madam Chair, at this
time, | would nove adm ssion of OCD Exhibit 1,
M. Dyl an Rose-Coss' CV.
And al so ask that the Comm ssion
qualify M. Rose-Coss as an expert in the areas of
petrol eum geol ogy, petrol eum engi neering, and

under ground injection.
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CHAI R SANDOVAL: M. Rankin, any
obj ecti ons?
MR. RANKIN:. No objection.
CHAI R SANDOVAL: Okay. Comm ssi oner
Bl oom any objections?
COWM SSI ONER BLOOM  No, Madam Chair.
CHAI R SANDOVAL: Okay. OCD Exhibit 1
s entered into the record.
(OCD Exhibit 1 was received into
evi dence.)
And M. Rose-Coss is certified as an
expert.
MR. TREMAI NE: Thank you, Madam Chair.
BY MR. TREMAI NE: .
Q M . Rose-Coss, have you -- | want to refer
you to the particular matter at hand.
Have you had an opportunity to review
Pinon's Application on behalf of the G| Conservation
Di vi si on?
A | have.
Q And when you review an application, such as
t he one submtted by Pinon in this case, what types of
t hi ngs are you | ooking for?
A You know typically, when an application for
I nj ection cones before the Division, we first review
Page 141
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.veritext.com



© 00 N oo o b~ wWw N

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

It for sinple adm nistrative conpl et eness.

And the adm nistrative conpl eteness revi ew
i nvol ves checking notice to affected parties
and -- and verifying that all affected parties were
not i ced.

And shoul d the application be clear of any
i ssues of, in terns of general conpleteness, it noves
onto a technical review, where the kind of aspects of
geol ogy and engi neering related, you know, to
correlative rights, and protection of the health in
the environnment, are eval uat ed.

So mai nly, what well bore design depicts the
formati on tops such as that and ensuring that the wel
IS going to be constructed in a manner to protect the,
really the water rights and correlative rights.

And you know, should a application from
t here, have any issues or be protested, is when it's
el evated to a OCD hearing |evel, which have a nore
t horough review, is undertaken of the technica
aspects of the -- of the application.

But mainly, in -- in those instances, by and
| arge, for correlative rights issues, a hearing of
affected parti es.

And in this case at -- for TAG or acid gas

I njection wells that conme before the Conm ssion, you
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know, if further analysis of the technical, kind of
specifics, of -- in ternms of the conputer sinulated
nodel i ng, are reviewed, and evaluated for efficacy,
and validity.

Q Pardon. | nuted nyself there.

And, M. Rose-Coss, did you conduct the
review that you descri bed of Pinon's Application for
this case?

A You know, yes. W did. I, and the other
menmbers of the U C technical team did carry out a
t hor ough review of this application.

And since the filing of the prehearing
statenents, have -- have indeed, reviewed all of the
material submtted. And as it stands, do not disagree
with the nodeling or oppose the Application.

However, you know, the Division would |ike
to take the opportunity to reiterate its stance that,
you know, it agrees that, AG wells present a unique

oil field opportunity.

But they al so represent a unique oil field
risk. And therefore, we maintain that they be
regul ated consistent with these el evated concerns, for
correlative rights, waste, and public health, in the
envi ronment .

And believe the future major nods should
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return to the Comm ssion. And their -- and that their
redundant well is still necessary, and that all of the
conditions set forth in the existing Order need to be
adhered to.

Q So, M. Rose-Coss, am | understanding
correctly that consisting with what you just outlined,
and the previous conditions set forth in the Order,
that the Division is not recommendi ng any additional,
or new conditions of approval for this Application?

A No. No. We're not recommendi ng any
additional conditions at -- at this tine.

Q Just a nonent ago, you referenced, kind of
uni que risks associated with acid gas injection wells
and the types of things that you, as a technical
reviewer, |ooked at the Application -- reviewed the
Application for.

Has OCD di scussed these general concerns
with Pinon directly?

A Yes. We have. The OCD, at the Division
|l evel, is -- did have a neeting with Pinon M dstream
preceding this case, in which these concerns were
el aborated on, and basically, Pinon explained how
their -- nodel was generat ed.

And updated with the |atest information that was

made avail able to themthrough the drilling of the
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| ndependence AG #1.

And that proof, that presentation, was

consistent with the material presented today here.
Q Ckay. And now we'd |ike to draw your
attention to what's marked as OCD Exhi bit 2.
(OCD Exhibit 2 was marked for
i dentification.)

M. Rose-Coss, what is Exhibit 2?

A You know, Exhibit 2 is a list of the current
AG wells that are tracked and nonitored for the State
of New Mexico by the U C Team

And -- and the list is really just presented
to illustrate the current state of AG wells in the
state. And highlight the elevated regulatory | ens
used to nonitor these wells.

And we'd also just like to say that we're
ready for -- to answer questions that the Comm ssion
m ght have regarding the state of the State's AG Well
Program

Q Okay.
MR. TREMAI NE: Thank you. Madam Chair,
| would nove to admt OCD Exhibit 2.
CHAI R SANDOVAL: Any obj ecti ons,
M . Rankin?
MR. RANKI N:  None.
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CHAI R SANDOVAL: And Conm ssi oner
Bl oont?
COW SSI ONER BLOOM  No, Madam Chair
CHAI R SANDOVAL: Ckay. OCD Exhibit 2
Is entered into the record.
(OCD Exhibit 2 was received into
evi dence.)
BY MR, TREMAI NE:

Q Ckay. So, M. Rose-Coss, |'d just like to
ask you directly, at a general |evel, what are the
uni que risks that OCD associates with AG wells?

A Well, you know, first and forenost,
the -- the general risk of a -- of it being kind of a
potentially dangerous gas that's going to be

transported, and high-pressures, and concentrat ed.

But in addition, the nature of that
I nj ectate poses, kind of engineering considerations,
you know, such as corrosivity, at -- and additional
correlative rights risks.

So -- so it -- based on those facts or
aspects of it, it believes that there's those
addi ti onal consideration and |evel of scrutiny needed
to elevate it to the Comm ssion | evel of
consi derati on.

Q And in conclusion, M. Rose-Coss, iSs in your
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opi nion, the Pinon Application adequate as you
reviewed it to address OCD s concerns with waste,
correlative rights, and protection of public health in
t he environnent?

A It is.

Q Thank you.

MR. TREMAINE: No further questions.

CHAI R SANDOVAL: M. Rankin, do you
have any questions for the w tness?

MR. RANKIN: | do not.

CHAI R SANDOVAL: Commi ssi oner Bl oonf?

COVM SS| ONER BLOOM No questi ons,
Madam Chair. Thank you.

CHAI R SANDOVAL: Okay. | have a
handf ul of questi ons.

M. Rose-Coss, are you famliar wth,
|l et's see, the Geol ex presentation that was presented
t oday?

THE W TNESS: Yes, Madam Chair. | am

CHAI R SANDOVAL: On slide 41, so it
just calls out the injection wells in the vicinity of
t he proposed AG. There are seven wells, | think
within eight mles of this proposed AG.

Are there any concerns with

I nteracti ons between these well s?
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THE W TNESS: You know, | believe that
t he concerns that there would be, are addressed
in -- in their nodeling that they presented today.

So the Division appreciates that all of
those wells were incorporated into the nodel. And
that the nodel was generated, running those wells at,
you know, the npdel was generated conservatively.

So all of those wells were run at
hi gher rates presunmably, potentially than they
actually are going to be operated at.

And -- and so, the -- the nodeling
performed puts to rest many of the concerns, if not
all of them regarding those wells in the area.

CHAI R SANDOVAL: Okay. Most of them
| ook |ike they're a ways away. It was, let's see,
30-025-25046 that's relatively close by.

But the Division, based on the
nodel i ng, doesn't have any concerns? | nean, that's
the West Jal B Deep Number 1.

THE W TNESS: Yeah. You know, the
Di vi si on woul d have nore concerns -- it would have
significant concerns regarding the permtting
additional wells in the area.

So any applications up for review

wthin a broad AOR, or receive strict scrutiny, the
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West Jal B Deep is existing.

And based on the nopdeling, the nodeling
suggests that both of these wells can co-exi st
at -- at their proposed rates.

CHAI R SANDOVAL: Okay. So if the
Division were to get -- well, maybe -- so these are
the existing wells. Do you know if there are any
proposed wells nearby, like that are in application?

THE W TNESS: There aren't
proposed -- there aren't proposed wells that are near
approval. And -- and anything in the
area -- it's -- it's not the nost popular area for SWD
applicati ons.

So -- so they have -- they have staked
their claimhere to -- to this -- this kind of 3
mler.

CHAI R SANDOVAL: Okay. But so if the
Division were to get applications in within the area
of review for this AJ, would there be additiona
scrutiny on those applications for potenti al
I nterference, or how woul d that be handl ed?

THE W TNESS: You know, any -- anything
within a mle and half of this well, wouldn't be
permtted in the radius of this well. And -- and

anything within a 3 mles radius, | would say.
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You know, the -- the other flag that
cones up in this instance, is the proximty to faults.
And structure in the basin. And so it is on the
eastern portion of what's considered |ike, the mjor
Del awar e Basi n.

So you know, noving east, all of those
wells focus -- there was additional kind of, reviewin
regards to any seismcity concerns.

So fault slip nodeling will be a bare
m nimum Anything that's within 3/4 of mle of one of
these -- faults, requires a |large additional scrutiny.

CHAI R SANDOVAL: Okay. So you
mentioned a neeting with Pinon and tal ki ng through
sonme other divisions' concerns, were there any
nodi fications that canme out of the neeting?

Was there any change to the
Application, or change to conditions, or
any -- anything that canme as a result of that neeting?

THE W TNESS: No. Nothing major cane
out of that nmeeting. Just kind of assessing
the -- kind of the state of their nodeling is -- is
really what canme out of it.

And Pinon and Geol ex was | ust

forthcomng with kind of how they put together the

nodel and what they were going to present here today.
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So | believe, so you know, the only
addi tional things that cane up that | believe were
addressed by M. Anpomah and M. VWhite, was the way
that the faults were nodeled within their sinulation.

And so -- so those were discussed
before the -- the Conmm ssion.

CHAI R SANDOVAL: (Okay. And the
Division is not recommendi ng any additional conditions
or nodifications to the current Order other
than -- where you're eventually updating the limt per
day, but nothing el se?

THE W TNESS: You know, the Division
was happy to see the additional scrutiny provided by
t he Comm ssion, and through the nodeling, to validate
the request for the additional injection.

And was happy to see all of the

addi tional information provided to justify their

request .

And believes that future nodifications
are, you know, significant. Major nodifications to
the well, or to this injection limt, should again,

cone before the Conmm ssi on.
But beyond that, we did not oppose the
application. But we -- we would suggest -- it would

be nice that because Geolex is going to be updating
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t he nodel periodically, as per the conditions of
approval of the initial Order, that the considerations
rai sed by Dr. Ampomah are consi dered and incorporated
into future nodels as they gain nore information and
have nore injection history done. Hi story match their
nodel i ng.

CHAI R SANDOVAL: Okay. So when
sonebody cones in for a nodification of an
application, or nodification of the existing order
with a new application, such as today, does the
Di vision do a conpliance review of the well that is
bei ng nodi fi ed?

THE W TNESS: Yes, Madam Chair.

CHAI R SANDOVAL: And have they conplied
with all the requirements so far of this well?

THE W TNESS: Yes, Madam Chair.

As -- as far as the current status of both of the
wells, the -- the redundant well as well, Geol ex and
Pi non have been in conpliance.

CHAI R SANDOVAL: Okay. For the other,
| think it was in Exhibit 2 by the Division, and sone
of the other AGs, so it's the Division's practice to
requi re a redundant well.

s kind of the injection patter here,

simlar to other wells where they're intending to use
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both wells sinultaneously?

O is that unique to this scenario, and
nost just use one?

THE W TNESS: You know, a review of
this list -- you know, one of the things that | think
it does is illustrates the kind of chronol ogy of the
Division's history with these, and they increase in
conplexity in kind of |earning curves that the
Di vi sion's gone through.

And so having a redundant well is a new
phenonenon based on previous |earnings with the
Di vi si on.

And so the other case that |'m nost
famliar with in which a redundant wells is used, the
redundant well's in the Del aware Mountain G oup.

And so there's additional concerns
regardi ng the Del aware Mountain Group. And so ny
under st andi ng was that that well wasn't going to
be -- that well was going to be used as a backup in
case one goes out of commi ssion.

And then only use that to avoid the
ki nd of corelative rights risk associated with
creating a large acid gas plunme in the Del aware
Mount ai n Gr oup.

And so we're -- the Division is -- has
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| ess concerns with the redundant wellbeing in the
Devonian in this case, and the wells being utilized in
t hat manner.

CHAI R SANDOVAL: Ckay. So the Division
is confortable with both wells being used at the sane
time as long as it doesn't exceed the 20 mllion a
day?

THE W TNESS: Yes. Yes.

CHAI R SANDOVAL: All right. | think
that was ny |last questions. M. Trenmi ne, do you have
any followup with the witness?

MR. TREMAI NE: No, Madam Chair. Thank
you.

CHAI R SANDOVAL: All right. Thank you,
M. Rose-Coss. You are dism ssed.

THE W TNESS: Thank you, Madam Chair.
Thank you, Conm ssi on.

CHAI R SANDOVAL: M. Rankin, do you
have any brief closing statenents?

MR. RANKIN:. Thank you for the
opportunity, Madam Chair.

CLOSI NG STATEMENT

MR. RANKIN: The only thing | wll say

is we appreciate the Conm ssion's tinme and attention

during the fairly technical presentation today.
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And we appreciate the questions, and
concerns, and focus on safety, health, and concerns
around correlative waste, and -- correlative rights,
and prevention of waste.

But no additional comments other than
to say, you know again, we appreciate the Comm ssion's
attention and consi derati on.

And we ask that this Application be
approved with the existing conditions under the
exi sting Order.

CHAI R SANDOVAL: Thank you, M. Rankin.
M. Tremaine, do you have any cl osing statenents?

MR. TREMAINE: Very briefly, Madam
Chai r.

CLOSI NG STATEMENT

MR. TREMAI NE: The Division asks that
t he Comm ssion consider the Petition that the Division
outlined today.

And shoul d the Comm ssion approve the

Application of Pinon, that you do so in a nmanner
that's consistent with the Order to be anended in
terms of the other conditions and requirenents.

Such as leaving in place, deadlines for
the conpletion, and injection deadlines for the
redundant well, and the various other requirenents.
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The Comm ssi on may consi der
M. Rose-Coss' recomendati on of considering updates
to the nodeling as they're avail able
t hrough -- through Pinon.

But other than that, the Division does
not have any other objections, or itenms to raise
regardi ng the Application. Thank you.

CHAI R SANDOVAL: Thank you
M. Tremi ne.

MR. MOANDER: Madam Chair, before you
cl ose up everything --

CHAI R SANDOVAL: Yeah.

MR. MOANDER: -- just because you've
not cl osed the evidentiary record yet.

| just want to clarify with the parties
because we heard sonme pretty hefty technical stuff
t oday.

That the focus of this whol e hearing,
and |'mgoing to say this and hopefully not screw this
up, is purely to address the MVSCFD from
Order R-21455-A

And basically changing the | anguage in
that Order, nmodifying from112 mllion to 20 mllion.

There's no other changes that are being requested

specifically. Is that right?
Page 156
Paul Baca Professional Court Reporters 505.843.9241

A Veritext Company www.veritext.com




© 00 N oo o b~ wWw N

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

And either party can answer at any
point. | just want to nake sure we're clear on all
the concepts here, so there's no vagueness or errors.

MR. RANKIN: Madam Chair, if | may just
make one additional clarification from M. Mander's
st at ement .

CHAI R SANDOVAL: Go ahead.

MR. RANKIN: The only, | guess, slight
nodi fication there would be that the requested
I ncrease in injection rates would be applicable to not
just the AG 1 but would be to both wells.

So the way the Order reads now i s that
it's applicable to the AG 1. And so we want to nmake
clear that the anmendnent isn't for allowance of the
20 mlIlion standard cubic feet per day into both
well's. Conbined total.

CHAI R SANDOVAL: So a nmaxi mum

between -- just to be explicitly clear. A maxi mum
between the two wells, is 20 total. W' re not talking
407

MR. RANKIN: Correct.

MR. TREMAI NE: And, Madam Chair, in
response to that. What M. Mander outlined is
consistent with the Division's perspective.

The Division's primry concern here was
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maki ng sure that the technical basis, primarily the
nodel i ng, but the entire technical basis that was the
justification for the previous Order, was updated to
reflect the additional injection anpunts.

And so that's why we have very narrowy
focused the presentation here today on OCD s revi ew of
t hat nodel i ng and kind of that process.

So our understanding is, M. Mbander,
Is that yes. That is correct. It is that one change.

And that to clarify, OCD s previous
statenents, or mne, it references to |like, mgjor
nodi fications.

Should in the future, Pinon ask for an
i ncreased injection, you know, the technical basis for
this hearing, and any subsequent order, would be a
technical basis to justify 20 mllion standard cubic
feet per day, not sonmething in excess.

So that's why OCD s drawn that

di stinction that, you know, future ngmjor

nodi fi cati ons, such as another increase in injection,
OCD asks that, consistent with the existing Order,
t hose changes |i ke that, cone back before the
Conmm ssi on.

MR. MOANDER: Thank you gent!| eman.
Because nothing will conplicate one of these issues
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nore than | awers and engineers talking to each ot her.
So | appreciate the clarification.

CHAI R SANDOVAL: Any ot her questi ons,
M. Moander?

MR. MOANDER: No, Madam Chair. Thank
you for indul ging ne.

CHAI R SANDOVAL: All right. The record
of this hearing is now cl osed.

The Comm ssion wll immediately
deliberate so as to reach a final decision on the
Appl i cati on.

| nove that the neeting be closed
pursuant to the Adm nistrative Adjudicatory
Del i berati ons Exception to the Open Meetings Act
Section 10-15-1(h)(3), to deliberate in this case.

Is there a second to ny notion?

COW SSI ONER BLOOM  Madam Chair, |
second.

CHAI R SANDOVAL: M. Mbander, would you
pl ease do a rollcall vote?

MR. MOANDER: Happily. Conmm ssioner,
Bl oonf

COW SSI ONER BLOOM  Appr ove.

MR. MOANDER: Madam Chair?

CHAI R SANDOVAL:  Approved.
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MR. MOANDER: The notion carries. And
this hearing is now cl osed for deliberations.

CHAI R SANDOVAL: Okay. Everybody can

remain --

THE REPORTER: Going off the record at
1: 34.

(OFf the record.)

CHAI R SANDOVAL: Okay. It is two
o'clock. And the -- let's see.

The Comm ssion Meeting on the record is
now open.

And the discussion during the cl osed
session was limted to deliberations in Case Number
22977. | nove to go back on.

MR. MOANDER: Madam Chair, | have, and
| think you should probably also note that Dr. Amponah
did not participate in, was not involved in
del i berati ons.

CHAI R SANDOVAL: Thank you. And during
t he session, the conversation was limted to
deli berations in Case Nunmber 22977 and the only
partici pants were nyself, and Conm ssioner Bl oom and
counsel of the Comm ssion was present.

Dr. Anpomah did not participate in

del i berations or discussion.
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And with that, | would nove to go back
on -- or to reopen the Meeting. Let's see, as it was
closed with the deliberations exception to the Open
Meetings Act Section 10-15-1(h)(3).

s there a second?

COWM SSI ONER BLOOM  Madam Chair, |
second.

CHAI R SANDOVAL: M. Moander, would you
do rollcall please?

MR. MOANDER: Yes, Madam Chair.

Conmmi ssi oner Bl oonf?

COW SSI ONER BLOOM  Approve.

MR. MOANDER: Madam Chair?

CHAI R SANDOVAL:  Appr oved.

MR. MOANDER: Mbtion carries.

CHAI R SANDOVAL: All right. Geat.
Thank you. Al right.

So in Case Number 22977, | nove to
i ncrease the injection rate to a conbined total of 20
mllion standard cubic feet per day, that is shared
between AG well #1 and AG wel | #2.

The Commi ssion is to retain authority
for any major nodifications to a future application.

And then the Conm ssion would also -- |
nove to also add a condition that has been in sone
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previous AG Orders prior.

Such as A Order R-20694, and which
shal | state,

"The Operator shall, every two years,
once injection begins, provide the Division with a
report that conpares the reservoir pressures, volunes
i njection, and projected TAG plunme extent to those
estimated in the C 108 Application.

Together, with summari zing the AG
wel | s performance, including but not limted to,

i njected volumes by fluid type and reservoir pressure.

And potential calibration of nodels due
to information collected during the prior two year
peri od.

Ameredev, | think in this case, wll
use data collected and anal ysis conducted pursuant to
this Order, to prepare the anal ysis.

The report shall include an updated
nodel of current and projected plune mgration, and
shal | use the nodeling technol ogy, and standard use at
the time of the report, and any available information
about plume m gration.

At the request of the Conmm ssion, the

Operator shall provide in person presentations of its

data and anal ysis regarding the A well s’
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performnce.

And the inclusion of this is due to the
proximty of several other injection wells within the
area and within the potential plune.

To determ ne how those interact with
one anot her over tine and if the nodeling that was
based on these initial paranmeters remains accurate."”

And with that notion, is there a
second?

COW SSI ONER BLOOM  Madam Chair, |
think I heard you nmention Aneredev in the m ddl e of
that. Did you nean Pinon?

CHAI R SANDOVAL: | did.

COW SSI ONER BLOOM  Ckay. And so
we'll, yeah. We'll make sure to nake that change
t here.

MR. MOANDER: |Is the --

COW SSI ONER BLOOM  And what is that
nmodi fi cation?

MR. MOANDER: s the notion nmodified,
Madam Chai r ?

CHAI R SANDOVAL:  Yes.

MR. MOANDER: Ckay. So now, we're back
on track. So back to Conm ssioner Bl oom

COW SSI ONER BLOOM  All right. So we
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nodi fied to nmotion to include the nention of Pinon,
stri king Ameredev.

And | second this notion, Madam Chair.

CHAI R SANDOVAL: Wul d you pl ease do a
rollcall vote, M. Mander?

MR. MOANDER: Happy to do so, Madam
Chai r.

Comm ssi oner Bl oonf?

COW SSI ONER BLOOM  Appr ove.

MR. MOANDER: Madam Chair?

CHAI R SANDOVAL: Approved.

MR. MOANDER: The notion carries.

CHAI R SANDOVAL: Okay. M. Mbander,
woul d you pl ease update the Order, and then provide
the Order for final vote at our COctober 13th
Comm ssi on neeting?

MR. MOANDER: Yes, mm'am

CHAI R SANDOVAL: Thank you. And with
that, is there an update on any pending litigation?

MR. MOANDER: Believe it or not, there
is alittle bit.

| checked on A1CA39578, which is the

Bar ker appeal. The Court has not taken any action
since February. |'mnot sure what's going on. |
think 1"'mgoing to -- |I'lI|l take a deeper | ook at that.
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The other case is the Ragsdale District
Court Rule 70 -- appeal. The reply by Ragsdal e was
filed |l ate yesterday, which conpletes the open
briefing cycle agreed to by the parties.

And Ragsdal e should be -- counsel for
M . Ragsdal e should be submtted for hearing in
anticipation of briefing today.

So | anticipate a hearing of sonme sort
likely to be set probably in the next 30 to 45 days.

CHAI R SANDOVAL: Thank you. [Is the any
ot her business before the Commi ssion today?

Al right. Qur next neeting is October
13th, and we will see many of you there. Thanks
everybody. And have a great rest of your day.

UNI DENTI FI ED SPEAKER: Thank you al | .
Appreciate it. Take Care.

THE REPORTER: Going off the record at
2: 07 p.m

(Wher eupon, at 2:07 p.m, the

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

hereto, nor financially or otherwise interested in the

outcone of this action. W I

BRETT TORRENCE

Notary Public in and for the

State of New Mexico
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I, CHRISTI NA KNOTE, do hereby certify that
this transcript was prepared fromthe digital audio
recording of the foregoing proceeding, that said
transcript is a true and accurate record of the
proceedings to the best of ny know edge, skills, and
ability; that I am neither counsel for, related to,
nor enployed by any of the parties to the action in
which this was taken; and, further, that | amnot a
relative or enployee of any counsel or attorney
enpl oyed by the parties hereto, nor financially or

ot herwise interested in the outconme of this action.

||
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