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PROCEEDI NGS

CHAI RMAN FUGE: Meeting of the New
Mexico G| Conservation Commi ssion. Little after 9
a.m W're doing it in a hybrid format. Folks are --
fol ks, including witnesses, are participating online.
Comm ssi oner Bloom reporting for the record -- it was
| npossible for himto attend in person, so he is
participating tel ephonically. And with that, 1'll do
a quick roll call

Comm ssi oner Bl oonf?

COW SSI ONER BLOOM  Present.

CHAI RMAN FUGE: Conm ssi oner Anponmah?

COW SSI ONER AMPOMAH:  Present .

CHAI RMAN FUGE: Ckay. We're going to
nove to the first itemon the agenda, which is
approval for the agenda of this neeting, May 11, 2023.
Unl ess any of ny fell ow comm ssioners have any
additions or subtractions, |I'mlooking for a notion to
approve?

COW SSI ONER BLOOM | so nove.

CHAI RMAN FUGE: Any objection?

Ot herwise, we'll et the record reflect the m nutes of
t he agenda was approved unani nously. In advance of
the neeting, the mnutes fromour April 13, 2023,

meeting were circulated. Are there any additions,
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comments, fromny fellow conm ssioners? |If not, can |
get a notion to approve the m nutes?

COW SSI ONER BLOOM M. Chair, | so
nove.

CHAI RMAN FUGE: Seeing no objection,
|l et the record reflect that the m nutes were approved
unani mously. W're going to nove to the first item on
t he agenda, which is a report fromthe Ol
Conservation Division to the Comm ssion concerni ng

di vi sion enforcenent activities, and it's ny

under st andi ng that that presentation will be given by
Brandon Powel |, Deputy Director Engi neering and
Envi ronmental, and Jesse Tremai ne, Counsel --, that's

Counsel to the Ol Conservation Division.

M. Powell, M. Tremmine; are you
ready?

MR. TREMAINE: This is Jesse Trenaine
fromthe G| Conservation Division. M. Chair, I am

ready, and M. Powell's attending by Webex.

CHAlI RMAN FUGE: M. Tremai ne, you can
bend that mc down to level. Yeah. O you can use
t he hand cone.

M. Powell, you should have the ability
to share.

MR. POWELL: Okay. Shared. Can you
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see ny presentation?

CHAI RMAN FUGE: Not yet.

MR. POWELL: One nore button. Sorry
about that.

CHAI RMAN FUGE: There we go. W'l
make a copy of the slides available after the
presentation and the neetings being reported. W can
-- so both area available. There's an audi o questi on,
so I'mgoing to pause for a second before you get
started and use the polycom here to hopefully connect
folks to the nmeeting to make it a little easier to
hear. Bear with ne one second.

Okay. That's not going to help.
Everyone, we'll speak up, and please make sure you're
using the mcs that are on -- |I'Il nmake sure the mcs
are on up here at the dais.

M. Powell, turning it back over to
you.

MR. POWELL: Good norning, Chair and
conm ssioners. Thank you for having us. W put
together this slide based on comments that we
received. We thought -- felt it would be helpful to
provide a nore general outline of OCD s authority, and
what we do and don't do. W will directly address

rel eases and enforcenent actions as we nove through
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this presentation.

As we get through the presentation,
there'll be a few slides that M. Tremaine w ||
present and go through, and we'll nake that nopvenent
t hrough and then take questions fromthe Conm ssion as
you would |ike. As stated before, |I'm Deputy Director
Brandon Powell. And we'll get started.

First thing I'd like to showis OCD s
authority to, according to the Act -- npbst of OCD s
authority cones fromthe Gl and Gas Act, although OCD
does have sone responsibilities under the Water
Quality Act. OCD s primary charge under the Act is
prevention of waste and protection of correlative
rights.

Two of these itens that are in the Act
are: Waste is prohibited, and then it describes the
types of waste as underground waste and as surface
waste. VWhile surface waste is sonething that's
commonl y under stood because you can see it,
underground waste is also very inportant as OCD s
rules ensure mnerals are produced properly, which
I ncl udes them being isolated from other formations
i ncl udi ng freshwater formations.

Freshwater formations are detrinental

to production, as they can flood out the production or
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have a negative inpact on oil formations thenselves.
This isolation in turn provides protection to the
groundwat er formations.

So as you'll see through this
presentation, there are tinmes when there's going to be
direct rule references that effect protection of both
the surface and the environnent, and then there'll
al so be indirect things that protect it.

Just an overview of the state and
jurisdictional overview, New Mexico has a very diverse
| and and m neral ownership | andscape. Production
occurs on the followng mneral types. There's
federal lands, tribal |ands, state |ands, and private
| ands. The map on the right shows the different |and
ownerships in New Mexico. |It's a very diverse state
as far as ownership.

For federal |ands, OCD has concurrent
jurisdiction. That nmeans OCD shares jurisdiction on
these wells with the BLM For these wells, BLM
provides initial reviews and OCD perforns the
subsequent review and approval. OCD can add
conditions, but they can't take away or conflict with
federal requirenents.

For state or private wells, OCD has

sole jurisdiction for permtting and operation of the
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well. That said, there may be | ease conditions
| nposed by the m neral owner or operations that are
not filed or enforced by the OCD

OCD s operational responsibilities.
OCD is responsible for the safe inplenentation,
operation, and devel opnent of oil and gas facilities
I n New Mexico. However, there's sonme conmon
m sconcepti ons of what OCD does and doesn't do.

OCD does not manage mneral rights or
| eases. Mneral rights are overseen by the n neral
owners. The decision to |ease is theirs al one.
Private mneral rights are owned by private parties.
State mneral rights are | eased by the state | and
office. Federal mneral rights are | eased by the
Bureau of Land Managenent.

OCD al so does not regul ate em ssi ons.
That's the New Mexico Environment Departnment. OCD
does not provide protection and enforcenents solely
t hrough penalties and notices of violations. W have
several different enforcenent tools that we'll get to
and show subsequently in this presentation.

Here's an exanpl e of what that neans.
For illustrative purposes, OCD can be thought of I|ike
a building inspector. Building inspectors don't own

the homes or create the plans. OCD doesn't own the
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m nerals or create plans of devel opnents for the
operators. Honeowners nust have the proper permts
for construction with all of the applicable

regul ations. OCD requires operators to receive
permts for their facilities and establishes those
operational requirenents.

Bui | di ng i nspectors don't dictate a
hone' s design, but they do ensure presented plans are
up to code. OCD ensures operators' plans are up to
code prior to drilling and during drilling and
subsequent producti on.

In summary, a building inspector
doesn't tell you if you can build a house on your
property; they just ensure that when you build it, the
house is safe. OCD doesn't provide operators with
m neral rights or |eases; OCD ensures that these
property rights are devel oped safely and reasonably.

A really good exanple of that is, if
you don't build a house properly, the foundation can
crack, and it can be extrenely detrinental to the
building. Simlarly, if OCD ensures that wells are
constructed properly, so it's got casing integrity,
those kind of things, to nake sure that resources and
the environnment are protected.

Types of OCD s enforcenent rules. This
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Is the things that OCD has that may be in excess of
just sinple violations. OCD has approximately 200
pages of adopted rules through the OCC. Those rules
I ncl ude things that protect -- directly and indirectly
protect safety and the environnent.

Those can be things such as separation
of strata, that we tal ked about previously, where it
doesn't allow fluids to flow fromone formation to
anot her.

Subm ssion requirenents. OCD currently
has 123 form types, which include notice of intent to
perform work, subsequent reports, or providing
i nformation; all of which help informour oversight
of operations.

Operational requirenents. OCD has
numer ous rul es that have general operational
requi renments. These come with actions, |ike how an
operator nust respond to a rel ease; the shape an
operator nust keep their equipnent in; situations
where they're allowed to vent or flare; how they've
conme to conduct specific tests to denonstrate wel
integrity, both internally and on an -- or, initially
and on an ongoi ng basis. How they are allowed to
transport product or waste.

Then we al so have field conpliances.
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OCD i nspectors issue field conpliances for rule
conpliance issues they discover during inspections of
well sites and facilities.

Response requirenents. OCD has vari ous
authorities to collect information from operators,
both within and outside the enforcenent context.

And then the enforcenent rules
t hensel ves, which can be a m x of the foll ow ng.
Penalties, not allowng permts, revoking
aut horizations to transport, and requiring wells to be
pl ugged and facilities to be reclai ned.

Enf orcenent information using 2022
statistics. This, again, gives a general overview of
the itenms the OCD sees within a given year. |In 2022,
OCD received 105,000 records -- application records.
This doesn't include production reports.

OCD rejected a little over 6,000 of
t hese individual applications. OCD approved 91, 000
applications, but it should be noted, 46,000 of these
wer e auto-approved as they were informational records
only. 6300 were subject to OCD hearing. 52,000 of
t hese applications were handled directly by OCD
per sonnel .

Of the applications that were handl ed

directly by OCD personnel, they added 40, 000
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conditions of approval on these requests. These type
of front-end actions are encouraged to ensure
conpliance up front, in ternms of the project design,
construction, and inplenentation.

| just want to enphasize those 40, 000
conditions of approval just a nonment |onger. Those
conditions can include itens that protect not only the
well, but also the environnment. They include things
| i ke ensuring proper testing of the well; they include
t hi ngs such as notice to the OCD, and al so ensuring
the casing design is protecting or isolating certain
zones or the surface.

| nspection and field conpliance stats.
OCD perfornms roughly 31,000 inspections annually. Qur
goal is to hit every site at |east once every three
years. Last year, as a result of those inspections,
OCD i ssued 2500 field conpliances. To date, operators
have taken 1700 actions to close the required
conpl i ances.

The remai ni ng conpl i ances, those that
are still open, require additional actions by the
operators. Failure to address open conpliances can
result in subsequent enforcenment. Field conpliances
can include itens such as sign issues, contam nation

di scovered and renedi ation on site, required or
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m ssing integrity testing.

Failure to address or respond to issued

field conpliances can result in additional enforcenment

action. If inspections uncover nore seri

ous i ssues,

addi ti onal enforcenent nay be pursued beyond field

conpl i ances.

At this point, I'mgoing t

oturn it

over to M. Tremaine to go through the next few

slides.

MR. TREMAI NE: Thank you,
Chair and conm ssioners, ny task is to pr
w th an update of the next few slides for
-- authority -- notice of violation and -
actions that they --

UNI DENTI FI ED SPEAKER: M .

M. Powell.
ovi de you
t he gener al

-, and the

Chai r,

excuse ne. M. Tremaine, |I'mhaving a hard tine

hearing you. Perhaps if you noved the m
cl oser, please? Thanks.

MR. TREMAI NE: This better

crophone

-2

UNI DENTI FI ED SPEAKER: That is better.

Thank you so nmuch, M. Tremaine.

MR. TREMAI NE: So, as a br

I ef

background, the O 1| Conservation Division did

historically have -- However, that healt

was |lost as a result of the -- energy --

hy authority

case back in
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2009. The -- stated the civil penalty authority for
the G 1 Conservation Division in 2019 as part of the

Water Act. As a result of that |egislation, the OCD

was tasked with and -- the necessary updates to
Division rules, and -- conplicated updates to 19-15-5-
10 -- Division enforcenent rule. Those rules becane

effective on February 25th, 2020, and so, since that
date, OCD has -- process and procedure on order to --
to issue -- and assess facilities.

Since that date, the Division -- 75
separate -- violation. |In total, those NLVs -- over
11.4 billion dollars in civil penalties, and to date,
-- those which have been resol ved at assessed a little
over 3.5 mllion in civil penalties. Oher than --
civil penalties refer to the general public. | want
to nmake a note here that, you know, OCD tracks, and ny
job is to track, planned, pending, and resultant --
basi s.

So any point in tinme, if you ask ne
next week, these nunbers are going to have changed, --
di fferent because -- NLVs, so this isn't a good
target, but it's a snapshot of when | -- this slide.

According to rule, settlenments that
resolve NLVs are called "stipulated final orders.™

Those stipulated final orders, in addition to
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resolving civil penalties, typically include sonme
conbination of civil penalties, stipulated penalties
for future violations, particularly related or simlar
vi ol ations.

UNI DENTI FI ED SPEAKER: M . Chairman,
|"'msorry. | just noticed in the chat that some of
the people online are having a hard tinme hearing. |'m
al so picking up sone background noise, it sounds |ike
cutlery or something. | don't know if we can nute
ot her m crophones. The audio inproved for a second
there, and then it has kind of downgraded, it sounds a
little boomy and distant. Thanks.

MR. TREMAINE: | can't shut off one mc
or the other. But what | can do is shut off and pick
up there and bring it into the --. That was causing
the echo before, but it was inconsistently picking it
up.

UNI DENTI FI ED SPEAKER: Jesse, can you
dial --

CHAI RMAN FUGE: Bear with us for just
one second.

(OFf the record.)

MR. POWELL: So I'll start at the top
of the slide. OCD lost its civil authority for --

civil penalty authority for an extended period as part
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of the Marbob Energy versus New Mexico Q|
Conservation case. This authority was reinstated in
2019 as part of the Produced Water Act.

OCD sponsored necessary updates to the
rules -- the division's enforcenent rule, which is
adopted by the comm ssion effective February 25t h,

2020. Since that date, OCD has formally issued 75

notices of violation, in which -- and a total proposed
over 11 mllion in civil penalties and which, to date,
assessed over 3.5 mllion in civil penalties.

As Jesse nentioned and |'m not sure
everybody heard, this is a certain snapshot in tine.
This could change tonorrow, as these enforcenent
actions and penalties are an ever-noving target and
continue to progress. Settlenments resolving NLVs,
which are stipulated final orders, include some
conbi nati on of stipulated penalties for future
vi ol ations, prospective conpliance actions, additional
reporting requirenents, and specific limtations on
operators' future activities.

This ensures that not only are their
current actions addressed, but any future actions are
al so addressed. 26 NLVs are currently pendi ng an
i nformal resolution or hearing, which proposed 5.1

mllion in civil penalties.
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Qur annual report to | egislature of
FY22 penalty enforcenent is available at the |ink
below. Prior OCD penalty -- | apol ogize. Prior OCD
penalty reports can be found here.

OCD tracks pl anned, pending, and
resolved NLVs on a rolling basis. Again, these
numbers can be subject to change. In FY22, July 1st,
2021, through June 30th, 2022, OCD issued 36 NLVs,
proposing over 6 mllion in civil penalties covering
multiple violation types. Wste rule, inactive wells,
deficient FA, operating w thout approval; anongst
ot her thi ngs.

OCD resolved 19 NLVs during this fiscal
year, collecting over one mllion in civil penalties,
in addition to binding commtnents from operators to
pronptly resolve the issues for which they are cited.

In fiscal year 2023, which is July 1st,
2022, to June 30th, 2023, OCD has so far issued 11
NLVs seeking over 4.3 mllion in civil penalties.

They address the followi ng violation types:

| nper m ssi ble routine venting and flaring, unreported
and/ or unrenedi ated rel eases, operation of an

unperm tted SWD, inproper flare operations, inactive
wel | s.

OCD resol ved 12 NLVs and two
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significant self-disclosured violations. These NLVs
sought over 2.5 mllion and ultimtely assessed over 2
mllion in penalties, in addition to binding
commtnments to resol ve the issues.

Enforcenent priorities. OCD tracks
NLVs according to several priority categories. NLVs
i nclude nmultiple violations and violation types. OCD
categori zes these NLVs according to their primry
viol ations. Waste rule violations, which we have 8
NLVs seeking a little over two million in civil
penal ties; environnental conditions and hazards, we
I ssued 8 NLVs seeking a little over two mllion in
civil penalties.

High priority operational issues, which
i ncl ude significant reporting violations, we issued 25
NLVs seeking 4.4 mllion in civil penalties. This
category includes failure to -- quarterly or nonthly
report waste rules, production reports, or various
critical drilling conpletion or plugging reports.

Unpernmitted activities, which were five
NLVs, seeking over two mllion in civil penalties.
| nactive wells, which were 28 NLVs, seeking a little
over 700,000 in civil penalties, and the pluggi ng of
hundreds of inactive wells.

Goi ng forward, OCD intends to provide
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nore frequent status updates on pending and resol ved
NLVs on its website.

Now, noving into the spill information.
Again, we're going to continue using 2022 information,
but this will be the cal endar year information. 1In
2022, OCD received reports of 1476 incidents. O
those, 642 are currently in closed status. 834 are in
a closure non-approved st atus.

In 2022, OCD received 3652 Cl41s for
rel eases -- for current and historical releases. O
t hose, OCD approved 3195 individual Cl4ls. These were
a mx of current and historical releases. OCD
rej ected 652 individual applications. Rejections
could be for various reasons, but can include
i nsufficient information provided, insufficient work
perfornmed, additional work being required.

Behi nd the scenes, OCD is al so worKking
to inprove incidents' reporting status online, so the
I nci dent records can nore accurately reflect the
status of the incidents and what requirenents still
need to be addressed.

| just want to go back -- the 652
I ndi vidual rejections, to explain what that requires.
That requires an operator to take additional actions

and then file subsequent reports. So we get those
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actions and make sure they're current and conply with
t he rul es.

Now we're going to go through sonme LFC
reporting netrics that the OCD has, the nunber of
I nspections that belong to S wells [ph] and associ at ed
facilities. Again, as previously stated, our target's
31,000 per year. These are prior years, and this is
our quarterly for this year as we work through it.

Nunmber of abandoned wells properly
plugged. | will state, due to the federal
i nfrastructure grant, the FY23 target is expected to
be exceeded substantially. Qur target is typically 50
per year, based on funding. Qur prior two years, we
were right at roughly that 50. This year, we're on
track to greatly exceed that.

Nunmber of violations issued. As
previously stated, these are referred to as field
conpliances with required actions. And these are how
they' ve stacked up in prior years.

And t hat concludes the presentati on.

CHAI RMAN FUGE: |'mgoing to allow a
little time for questions, but | want to take a pause
here for ten mnutes to see if we can just inprove the
audi o situation for folks online with a little

restructuring. So if folks could reconvene at 9: 45,
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we'll conme back in while we do a little restructuring
to inprove the audio.

(OFf the record.)

CHAI RMAN FUGE: Al right. W are
resum ng at 9:45. Thank you. For fol ks who were
pi ngi ng about audi o issues, we reconfigured how we are
connecting to audio for the nmeeting. Hopefully that
has i nproved sound quality. W also had to reposition
sonme tech, so again, please keep, you know, letting us
know. | am nonitoring the chat for issues.

OCD just concluded their presentation.
| amgoing to open it up initially for sone questions
by comm ssioners, and | will have a 30-m nute public
comment period where fol ks can, you know, provide
coments.

There are people in the room and peopl e
online, so | ask that you keep your comments to about
two mnutes so that we can nove through it, but |I'm
al so working through the overall agenda and the
adj udi cati ons we al so have on the cal endar for today.
And | will not start the 30 mnutes until the
conm ssi oners have concluded their questions.

And with that, I'll turn it over to
Comm ssi oner Bl oom and Comm ssi oner Anmponmah if they

have any questi ons.
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COVM SS| ONER BLOOM M. Chai r nan,

t hank you. Yes, a couple questions. M. Powell, if

you could go back to the slide with the discussion of
the C-141? | just had a couple questions there and

t hought we could clarify sone things for people that

are in attendance.

MR. POWELL: Sure. Let nme get that
pul | ed back up.

COWM SSI ONER BLOOM | know you al
work with these matters every day, they're a little
bit nmore foreign to me. | think folks know I
represent the land office, so it's not so nuch part of
our responsibilities. O course, we do collaborate on
many of these things.

MR. POWELL: Conmm ssioner Bloom can
you see it now?

COW SSI ONER BLOOM  Perfect, thank
you. That's great. Thank you. M understanding of
the C-141 is if there's a spill, operator notifies
you, and then would tell you what steps they took to
remedi ate the situation.

So perhaps there's a Produced Water
spill, vacuum truck goes out, vacuuns up any liquids
on the surface, soneone el se cones out and di gs out

contam nated soil and takes that to a disposal site.
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And then ny question for you is, is the
next step that they would then ask you if that's
enough work, and if it's been done properly, and then
you woul d approve it, and if not you reject it and
then hit themw th nore requirenents?

MR. POWELL: Yeah. That's a good
overview. There's sone details in between where
there's a corrective action plan that's, at tines,
filed with the OCD where we approve their corrective
action plan. The closure requirenents are actually
defined by rule, as far as what they need to neet for
I ndi vidual spills. The only tinme they would ask for
our approval for how they close is if they're asking
for exceptions to that rule. So what they'll do is
they' ||l take the necessary steps as they go through,
and then file that final C 141 with all of the
sanpling, all of the closure --

COW SSI ONER BLOOM M. Powel |l froze
there, or perhaps | did.

MR. POWELL: Can you hear ne okay now?

CHAl RMAN FUGE: Looks |ike M. Powell
froze. Just give hima second.

MR. POWELL: | can hear you all; can
you hear ne?

COW SSI ONER BLOOM  Yeah, you sound
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good now. Yes.

MR. POWELL: Ckay. Sorry about that.
So what we do when we reviewis we review all of the
operator's proposed action -- or the actions that they
took to make sure that it net the rule requirenents or
their corrective action plan that they had approved.

If it met it, then we approved t hat
remedi ation portion. |If it doesn't neet those
requi rements, then we would reject it with additional
comments or requirenents for the operator to take.

COWM SSI ONER BLOOM  And then | don't
know i f this question is properly addressed to you,

M. Powell, but if you want to hand it off to soneone
el se in attendance, that would be fine. Forward

| ooking, | think I heard that the OCD has received
sone additional FTEs or full-tinme enployees in the
future for enforcenent-type work or inspection-type
work? | don't know if that's true. Perhaps you could
address that?

And then, even if not, sort of, |iKke,
what do you see happening in the future in terns of
enforcenent? Because it seens like, in nmany ways,
that you're trying to up your work |l evels here, and
seeking to engage on sonme of these things.

MR. POVNELL: So I'll really high-1Ievel
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hit it, because |egislation just granted those
positions, all of that, that's still in planning as
far as getting that in place. W are -- OCD is

| ooki ng at additional field inspectors, additional
posi tions.

As al ways, OCD does a lot with the
positions it has, so we're always | ooking at where we
can increase our enforcenent capabilities, where we
can increase our review processes, where we can take
those actions. So that's always sonething that we
| ook at, is we |look at those roles, |ook at our
responsibilities, and try to create additional
actions in the future.

COW SSI ONER BLOOM  Okay. Thank you.

MR. POWELL: | apologize. Also, there
was contract noney that OCD did receive, and part of
that contract noney is earmarked for enforcenent. So
we'll be | ooking at what contracts we can put in place
for that as well.

COW SSI ONER BLOOM  Excel l ent. Thank
you, M. Powell.

M. Chairman, no further questions at
this time. Thanks.

MR. POWELL: Thank you, Commi ssioner

Bl oom
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COW SSI ONER AMPOVAH:  Conmi ssi oner
Ampomah. M. Chair, | do have sone few questions --.
So | want to know if there are repeat violators --

COW SSI ONER BLOOM  Dr. Anpomah - -

M. Chair, I"'msorry -- Dr. Anpomah, |I'm having a hard
time hearing you. | don't know if you could get
closer to the mcrophone, or if there m ght be another
| ssue.

COW SSI ONER AMPOVAH:  |s that better?
Can you hear nme now?

COWMM SSI ONER BLOOM  Yeah, that sounds
better. Keep going and we'll let you know. Thanks.

COW SSI ONER AMPOMAH: Okay. So | just
wanted to know if there are, |like, repeat violators on
specific -- and how the OCD handl es that.

COW SS| ONER BLOOM I'msorry, |
couldn't hear that.

MR. TREMAINE: | think | can repeat the
guestion, Comm ssioner Bl oom Conmm ssioner Anpomah
asked if there were exanpl es of repeat offenders for
particul ar violations or incidents and how the
di vi si on handl es that.

Comm ssi oner Anpomeh, |'m not prepared
to give you specific exanples. | can say that

anecdotal ly, yes, there nmay be repeat offenders. And
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there is a specific structure and rules and civil
penalty policy and gui dance that OCD has issued that
allows OCD to consider repeat violations, particularly
established violations. And that increases the

maxi mum penalty -- not the total naxi num per
violation, but the aggravating factors of a particular
vi ol ati on.

So for instance, if there were a $1, 000
daily civil penalty for a particular violation and an
operator has a prior history, dependi ng on what that
hi story | ooks like, that would go from 1,000 to 1200
or 1400, just -- those are not set in stone exanples,
but there are escal ators, and actually, the civil
penal ty gui dance outlines a nunber of other
aggravating and mtigating factors that conpute into
the civil penalty guidance. So it's sonething that
OCD | ooks at, but | amnot able to and hesitant to
point to specific operators that may be in that
si tuati on.

COWM SSI ONER BLOOM | would add to
that, M. Tremaine, the NLVs -- the stipulated final
orders that we issue; there are stipulations in those
as well, where if an operator that receives an NLV and
gets a final order, we do wite in stipulated final

orders where if they continue to have sim|lar
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viol ations, then we can take actions through that as
wel | .

MR. TREMAI NE: And those stipul at ed
penal ties are assessed adm nistratively; they're not
-- they do not result in additional adm nistrative
process, so it's sinply a demand issued after the
stipulated final order and a continued viol ation
occurs to the operator, and then they pay the
stipul ated penalty. Those typically occur for a
period of tinme, depending on the situation, so 12 to
18 nont hs.

CHAI RMAN FUGE: M. Tremai ne or
M. Powell, about how |l ong would you say it goes from
NLV i ssuance to resolution?

MR. TREMAINE: M. Chair, it does
depend. For instance, a nunber of the inactive well
NLVs typically take 90 to 180 days to resol ve.

Depends on if they go to hearing or not. But the rule
set, | would say, anywhere from60 to 120 is pretty
normal . We do have sone that have extended | onger
than that due to conplexity, ongoing negotiations, and
medi ol ar [ph] conpliance actions that are being taken
by the operators, so sone of them can extend quite

| ong.

But on average, | would say it's in the
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three-to-si x-nonth range.

CHAI RMAN FUGE: Thank you. No further
guestions fromnme. Seeing no other questions fromthe
conmm ssioners, I'mgoing to open it up for 30 m nutes
of public coments. Again, you know, please |eave
your comrents to about two m nutes. |If you're online
and want to send it to the chat, pick it up or raise
your hand; | wll keep an eye out for that. And we
wll go fromthere.

Ms. Trout man?

M5. TROUTMAN: Hell o, everyone, and
t hank you. Can you hear ne okay?

CHAI RMAN FUGE: You're cl ear.

M5. TROUTMAN: Awesone. Well, I'm
Melissa Troutman, |'mthe clinmte and energy advocate
for WIdEarth Guardians. | just wanted to give a
little background on the spill rule. 1In 2021,

Guar di ans and OCD worked together on this rule to
prohi bit unauthorized rel eases of oil, gases, produced
water, oil-filled waste, and other contan nants.
Initially, Guardians proposed a rule
focused on produced water, and OCD actually
strengthened it to include oil, gases, and other
wastes. And this rule is necessary because, as OCD s

JimGiswld stated in his testinony at the tine, that
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spills pose potential threats to public and
envi ronnental health, can cause soil and groundwat er
contam nation -- we all know this.

But, you know, after hearing OCD s
presentati on on enforcenment today, | got to say, we're
really di sappointed. You know, since the OCC
unani nously voted to approve the spill prohibition
that we jointly proposed with OCD, we've been waiting
for the agency to use its new enforcenent authority to
reign in the ranpant pollution fromspills across the
state.

But instead, OCD is underm ning the
spirit of conprom se that led to the adoption of that
rule in the first place by only issuing a handful of
violations for reporting i ssues and renedi ati on
i ssues, and issuing zero penalties for actual spills
in the 20 nonths since the rule becane effective in
August 2021.

And since then, operators have reported
a record-setting nunber of spills. [In 2022, the
vol ume of contam nants spilled increased by 16 percent
over the previous year. | just want to pause there.
This is record-setting spills and vol unes of
contam nants in 2022. So if the aimis operator

conpliance, clearly what OCD s doing isn't working
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because the problem s getting worse.

And this is, of course, not the result
we expected after creating stronger rules which were
meant to decrease spills, not increase them And to
be honest, what this looks like is that OCD has pull ed
one over on the people of New Mexico, agreeing to a
rule to prohibit spills that it never intended to
enforce. | nmean, what good is a spill prohibition, or
hundr eds of pages of rules for that nmatter, if the
agency can't or won't get operators into conpliance?

And while we can enpathize with the
division's lack of staff and resources, it only took
us all of 15 m nutes using OCD s database to aggregate
alist of the top 10 spillers. And this is to
Comm ssi oner Paloma's [sic] question about repeat
of fenders earlier.

Yes. There are repeat offenders. And
It doesn't take long to use the data OCD al ready has
to create a list of those top 10 repeat offenders,
none of which have received penalties or violations
for their repeated behavior. And so we're just Kkind
of baffled. You know?

If staff tinme is really the only
barrier to enforcing the spill rule and to decreasing

spills instead of letting themcontinue to increase,
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then we would |like to know exactly what OCD needs to
properly enforce this law, in terns of tinme, staffing,
funding. And if there's another barrier outside of
staffing and resources, we need to know that too.

That's all. Thank you.

CHAI RMAN FUGE: Not seeing anyone in
the room | will go to Ms. Brent. You're still nuted.

M5. BRENT: Okay. There we go. So |'m
kind of newto all this. | didn't know the ins and
outs of the regulatory agencies, but ny question is:
Do our tax dollars pay for OCD, for this agency? 1It's
a serious question. Who pays for this agency? The
gas conpani es or us?

CHAI RMAN FUGE: As a state agency of
New Mexi co, the New Mexico O | Conservation Conm ssion
is funded by tax revenue, which cones froma variety
of sources.

MS. BRENT: Thank you.

CHAI RMAN FUGE: For folks in attendance
in the room if you would like to speak, all | would
ask is you cone up to the lectern there, so you can
use the polycom phone there to be heard online.

If you're not nuted and not planning to

speak, can you please nmute yourself? | am | ooking
down the line and will nute/unmute a caller, but |
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al so don't want to nute the polycom device
I nadvertently, so. Pardon the interruption.

M5. JENKINS: 1Is this working?
Everyone online can hear ne?

CHAI RMVAN FUGE: Yes, thank you.

MS. JENKINS: Ckay. H. M nane is
Sophia Jenkins Nieto, I'ma representative of Yucca.
We're the ones that originally asked all the questions
that led to this presentation. So we appreciate the
report, and we thank the OCD for providing the
i nformation, and we thank the Comm ssion for asking
for accountability on the enforcenent of the rules --
by the Comm ssion. So we appreciate everything that
the OCD does and thank you for the overview.

G ven that the OCD has received 1,476
i nci dent reports for spills in 2022, | want to know
why there's only eight NLVs and what's happening with
the remaining spills. And we're still wondering, how
does the Agency answer for its failure to assess
penalties for the remaining infractions?

We understand that there's been an
average of four spills per day. And as has been said,
the lack of enforcenent is actually allow ng for
spills to increase by 16 percent. And it appears that

the OCD is not really working to prohibit spills.
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So I'"'malso just a little concerned

that a | ot of our questions -- we had a very long |ist
of questions -- were kind of not answered or were
vaguely answered. | -- personally, this whole process

is really newto ne, and all of our nenbers are youth
fromacross the state, and a |lot of the |anguage is
really new to us, so | would just appreciate some nore
clarity on the questions that we asked. So yeah.
Thank you.

UNI DENTI FI ED SPEAKER: You want to
share with them --

M5. JENKINS: Yeah. The questi ons.
The questions -- so yeah. W thank you for asking one
of our original questions about repeat violators.
This is extrenely relevant information; we're kind of
di sappointed that there wasn't really an answer; |ike
| said, it was kind of vague.

Why are repeat offenders not being
penal i zed? And according to the rules and penalty
cal cul ati on nmethod, renediation plans are a way to
address the inpact of spills, but they don't seemto
be doing anything to prevent spills in the first
place. And |I'm wondering if that's saying that
there's no consequence or penalty for spills, even if

that was the intention of the rule, which is really
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upsetting.

Qur organi zation hel ped to create the
rule, and the prohibition of spills nmeans that when
spills happen, there needs to be consequences. For
exanpl e, one of the original questions was, why are
violations that cite regul ar operations as the cause
not bei ng addressed?

Is it illegal to spill, therefore any
conmpany whose regul ar operations are leading to spills
shoul d be required to change their practices? So
we're just kind of wondering, what's the plan to
actually enforce these rul es?

| think that was all of the questions.
Yeah. Thank you.

CHAI RMAN FUGE: Thank you.

MX. GRANT: Hi. Can you hear nme okay?

CHAI RMAN FUGE: Yup. And you're
showi ng up -- and you're projecting out in the room --
on the video feed.

MX. GRANT: Geat. Thank you.

Good norning. M nane is Soni G ant.
|"ma canpaigner with the Climte Law Institute at the
Center for Biological Diversity. Thanks for the
opportunity to speak, and to the Commi ssion for

providing this report.
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As we've just heard today, there is,
you know, over 1400 spills this past year in 2022.
That amounts to an average of four spills of toxic
liquid waste every single day in New Mexico. And
hope that the Conmm ssion -- Division recognize this as
an incredible pollution crisis in our state that you
have a responsibility to address. And that issuing
violations for |late reporting of spills -- only eight
since you' ve had that authority is not sufficient to
hel p prevent those spills.

We, in tracking the anount of spills
t hat have occurred since the spill rule's been in
pl ace, have also just noticed that there are sone
problems in how that information is collected from
operators. Operators have a |l ot of discretion in
terns of being able to indicate "other" for the cause
of their release or the material that's been spill ed.

And this poses a huge probl em both
because you, as a regul ating agency, don't al ways know
what's been spilled, and nmenbers of the public don't
know what's been released into their environnment. And
so | really urge you to do nore to gather better data,
analyze it nore quickly, and present that to the
public in a way that they can understand.

Lastly, | just wanted to rem nd you
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that as a state agency, you have a constitutional duty
to guarantee New Mexico's beautiful and heal t hf ul
environnent, to control pollution, to protect -- to
prevent the despoil nent of New Mexico's air, water,
and ot her natural resources; and that by failing to
enforce this rule that you have in the books, you are
in violation of that constitutional duty.

So | really hope that we can work
together with OCD to, you know, enforce this rule
that's on the books, to stop spills and address this
pollution crisis. Thank you.

M5. R My nane is Mary R | was born
in Roswell, I"ma fourth-generation New Mexican with
friends in Lovington and Carl sbad and Hobbs, and |
know t hat sout heastern New Mexi co now nore resenbl es
Mordor, fromthe Lord of the Rings, than it does the
plains of my childhood. And | think it's clear that
financial penalties do not work.

| mean, oil conpanies are nmaking
trillions of dollars around the world, certainly
mllions in the Perm an Basin, and corporations are
made up of persons. And | think that until there is a
personal liability, until these spills are considered
crimes -- which it seens clear to nme they are.

They're crinmes against ny three-year-
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ol d granddaughter. They're crines against the people
who live in the Perman Basin and really, all of us,
because they're accelerating climate crisis.

So | would like to see you propose to
the legislature that there be an additional penalty,
whi ch woul d be a personal liability, not a fine.
Thank you.

CHAI RMAN FUGE: Anyone else in the room
or online? Monitoring for --

M5. SHERA: Yes. This is Katherine;
can you hear ne?

CHAI RMAN FUGE: Yes. Ms. Shera, |'ve
got one person in the roomand then | will go to you.
Sorry I mssed your hand up; | just didn't scroll far
enough down.

M5. SHERA: Thank you.

M5. AKRAMEN: Ckay. So ny nane is
Ell en Akranmen [ph] and |I'm a supporter of the Yucca
and other climate crisis organi zations, and | just
want to say that it seenms to ne that these fines are
so |low that they are just the cost of doing business
for these corporations. And there doesn't really seem
to be any teeth in the enforcenent, especially
considering that the nunmber of spills has increased.

So | don't know what the solution is,
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but | think that it m ght be | ooking at the |licenses
of these corporations for what they're doing. But
there definitely needs to be nore teeth in the
enforcenent situation. Because nothing' s changed,
really. The pollution has gotten worse. And that's a
serious concern.

CHAI RMAN FUGE: Thank you.

Ms. Shera? Please go ahead.

M5. SHERA: Thank you.

H . M nane is Katherine Shera, and
|"ma resident of Santa Fe. Thank you for the
opportunity to speak and for providing this public
forum Director Powell nmentioned during his
presentation that the departnent's goal is to visit
every site in the state at | east once every three
years. Clearly, significant harmto the environnent
and public health can occur during the interim

G ven that the departnent recognizes
the need to increase enforcenment capability, |'mjust
wondering, is there a mechanismfor citizens to report
suspected violations to the departnent? And if not,
woul d you be willing to create one? Thank you.

MR. TREMAINE: | can answer that
guestion quickly. W do currently receive reports

fromcitizens and third parties about potential issues
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that they observe, and those are investigated and
dealt with depending on how the circunstances, you
know, warrant.

We were just out at a release the other
day that was not oilfield related, but dealing with a
waste water system Not even oilfield rel ated.
Muni ci pal waste water system So we do respond to
t hose reports.

CHAI RMAN FUGE: Any ot her questions in
the roon? O online?

MS. SOPQOCI - BELKNAP:  Thank you,
Chai r nan, conm Ssi oners. My nane is Bianca
Sopoci -Bel knap. | work for Earth Care, we're the nmama
organi zation that has the honor of hosting Yucca. |
wanted to ask a couple of questions, but first, |
actually had a couple of really direct questions about
process, if you wouldn't m nd, Chairnman.

" mwondering -- | really appreciate
that you just answered directly to sonething that a
comenter asked. We still have OCD in the room
There' ve been several questions posed that have been
unanswered fromthe original request. [|'mjust
wondering if you could clarify for us the process.
Li ke, is OCD going to respond or will the Conm ssion

respond, like you just did to that question?
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MR. TREMAINE: | think on sonme of the
nore detail ed questions, we're maki ng note of them and
-- not prepared to answer them sort of up here, in
ternms of how the T-141 process works and ot her things
| ike that. But as was nentioned on one of the slides,
and |' m speaking -- the director here, you know, our
intent in the near termis to start providing nore
regul ar updates about sort of enforcenent activity,
and a little bit nore whol esal e | ook at those
enforcement activities; not just NLVs, field
conpliances, other things |like that. And possibly
sonme expl ai ners about how sone of the process works
from our perspective, sort of under the applicable
rul es.

MS. SOPQOCI - BELKNAP:  Okay.

MR. TREMAINE: So |'mtaking note of
t he questions, OCD team nenbers on the call are taking
note of the questions and are thinking about that as
we provide nore regular information about those
activities and efforts.

MS. SOPQCI - BELKNAP:  Okay. Thank you
so nuch for that. That's helpful. [I'masking in part
because, you know, the way that this request cane
about was fol ks were | ooking at the website and trying

to understand just the preval ence of spills continuing
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to happen, the increase in spills fromthe previous
year, and then |ooking to the rules and wondering,
what is the nmeaning of these rules when there is not
enf orcement ?

And we just heard in the report that
t here have been eight, you know, NLVs out of the over
1400 incidents. And so what we're feeling, | think,
Is a lack of response to the question of why are there
only that many? 1It's not even a majority that haven't
been addressed; it's, |ike, by just such a huge
proportion.

So | guess it feels a little bit Iike
there was a request made in earnest, like in an effort
to say, "Wat does the agency not have; what are the
limtations here; how do we understand that as, you
know, New Mexican residents, as voters, as people who
are active in the legislative process and the
rul emaki ng process; what needs to happen to have rul es
on the books have neani ng?"

And agai n, when we haven't even had the
1400 remaining spills that don't have NLVs addressed,
and we have no answer for that, while we appreciate
creating the space in the conversation, it feels |like
we're not actually having that conversation. So

that's what |'m struggling wth, and then maybe this
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wll be a good segue, but that the Conmm ssion could
answer .

VWich is, you know, initially, the
conversations between Yucca and the Comm ssion were
| nportant around authority because you all clarified
that you don't have, like, oversight over the OCD,
al though it's -- you wear two hats, right? You are
literally the Director now, congratul ations; and al so
a commssioner. So that's a little fuzzy, but
nonet hel ess, you expl ai ned, the Conm ssion pronul gates
the rules, and then it's the Division's responsibility
to enforce those rules.

As the Commi ssion, |'mjust wondering,
what does it nean to you to have pronul gated rul es
that you are hearing now are literally not being
enforced at all? |1'mjust wondering because | feel
| i ke, again, our question is, how can we help you?
How can we help you -- what do we need to do? |Is it
subsequent rul emaki ng? That feels hollow to us when
we have rules that aren't currently bei ng enforced.
So it's confusing. |It's confusing, as Sophia
expressed.

So if you could give any clarification
as a comm ssion, in ternms of what the neani ng of

rul emaking is for you, and the process, then, of
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seeing the enforcenent not only not happen, but the
i ncreases in spills even while you have rules on the
books. Thanks.

CHAIRMAN FUGE: So I'll offer a couple
of observations while just noting and clarifying the
Comm ssion's role. The Conmm ssion does establish the
rul es of operation, and, you know, has oversight
responsibilities over the OCD. It is also the
adm ni strative appellate body for the Division.

So if you -- if M. Trenaine brings an
i ndi vi dual enforcenent case, it is subject to a whole
process largely set by statute. |If a party who is
subject to enforcenment is unhappy with the result, the
Comm ssion is who you appeal to, which is part of the

reason why the Conm ssion could not do individua

enforcenent. So just sort of laying out roles and
other pieces. | would clarify, because | think it's
fair, and like | said in the chat, we wll be nmaking

the slides avail able on the OCD Conpliance site.

It's not just eight, it'll be -- that
was a summary of nore recent NLVs and actions.
There's actually been 75 since we got our enforcenent
authority restored. And | would not necessarily | ook
at it as just NLVs, the field conpliances are a

substantial part of how the OCD regul ates activities
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in the field.

And of the 1400 spills, | would al so
note, it was in the slides, 675 of them were responded
to and closed up as required by the OCD' s rule in a
timely manner within the wi ndow that we pulled the
data, and others are in the process of being closed.

And so we are al so working on sone IT
updates so it is easier to translate where in the
process a specific site is. And again, all that
I nformati on was on the slide decks that were
presented, but | just want to flag that for you. And
It wll be avail able online, maybe not today, but
certainly by the end of the week.

Any ot her questions in the room or
online? W have a couple nore mnutes. All right.
And | see one person who just raised their hand
online. W will get to you next.

M5. WEST: Good norning. M nane's
El i zabeth West, and | live in Santa Fe and |I'mvery
glad to be here. Bit by bit, I"'mjust a |ayperson in
all this, and probably a good exanpl e of people who
are vaguely interested, growng nore interested, and
surprisingly, becom ng sonewhat nore frustrated.

And | was thinking about train wecks.

We could tal k about a problemthat's i mmedi ate and
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fast, and that's a train weck. And nobody |ikes
that. That's happened in the Mdwest, and it's gotten
a lot of publicity. What |'m seeing here is a sl ow
notion train weck in New Mexico, having to do with

t he environnent.

And what you guys are doing -- thank
you, you people, sorry. | really appreciate the
opportunity to hear what Yucca and ot her people are
bringing into the news, and I'mglad to see that we
have people fromthe news here. Because we want to
understand it a little bit nore.

When things are not done, train wecks
happen. | think we are seeing sonething very slow
happening here. O it seens slowto nme. So | am
really hoping that sonmething very different can happen
in relation to, instead of just fixing little problens
that come up with small penalties -- relatively small;
it would be a lot of noney for ne, but |'m not digging
a well -- they're fairly small punishnments, and |
think they are, if not dism ssed rudely, they're
di sm ssed crudely.

They don't know why. [It's too
confusing to ne to see why there isn't nore traction
about what's happening in our honme state. And this is

one particular part of it. Wen a spill is happening,
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and then it happens again, it's just as frustrating to
me to read about, to hear about, to know about; and

t hank you to the groups who have been speaki ng up on
both sides of all of this issue.

Fi ndi ng out about this is alittle
simlar to finding out that there's a repeat drunk
driver who's offended over and over again. And |
think we all want nore accountability. | don't think
noney's doing it. | think publicity will do it. And
-- |1 like traveling by train. Let's not have New
Mexi co be a train weck. Thank you.

CHAI RMVAN FUGE: And | ooki ng onli ne,

Joni Arends, your hand's up. Please go ahead.

MS. ARENDS: Thank you very nuch for
this opportunity to speak. | also want to acknow edge
all the work of Yucca on this issue. | also have
never presented to this commssion, and I -- ny nane
Is Joni Arends. | am a cofounder and executive
director of Concerned Citizens for Nuclear Safety. W
work -- we're watchdogs of the DOE conpl ex, Depart nment
of Energy conpl ex here in New Mexico.

| wanted to find out about the nunber
of staff that are available in OCD in the enforcenment
depart nment.

CHAI RMAN FUGE: Can you repeat that,
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pl ease?

MS. ARENDS: Yes. | was interested in
under st andi ng the nunmber of enforcenent staffers in
OCD.

CHAI RMAN FUGE: We have a head count of
roughly 78 FTEs. 16 of themare field inspectors
depl oyed around the state. The majority of the field
I nspectors are in the Perm an Basin, another
significant chunk are in the San Juan Basin. Roughly
nine, five, and I'mincluding sonme conpliance officer
supervisors. W are making sone additional ads wth
FTEs comng in later this year, so those are our
boot s- on-t he-ground fol ks.

And then essentially all of our
environnent -- all of our engineering and
environnental teans are responsible for different
aspects of conpliance and, sort of, rule enforcenent.

And that goes fromfront-end wel
devel opnent and desi gn and other things on the front
end, how have you build your well, to end-of-life
guestions of have you plugged it properly, other
things like that. Everything in between. |[|ncluding
when a well has, you know, stopped producing for a
period. So that's roughly those OCD head counts.

M5. ARENDS: Thank you very nuch for
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that information. And ny final comment is about when

the followup neeting will happen to answer Yucca's
guestions. WIIl it be a simlar format to this
nmeeti ng?

CHAI RMAN FUGE: There is not another
I nformati onal presentation for the OCD currently set
on the docket. But that does not nmean that one
couldn't occur in the future.

M5. ARENDS: Ckay. |Is it possible to
make a request for a tinely response or a tinely
second informational presentation to answer the Yucca
questions?

CHAI RMAN FUGE: You can submt a
request to the OCC clerk, Florene Davidson. Her
information is on the OCC website. And it'll be given
due consi derati on.

MS5. ARENDS: Thank you very nmuch. |
agai n, appreciate all of the diligent and persistent
wor k of Yucca to protect New Mexico. Thank you.

CHAI RMAN FUGE: There's tinme for one
nore coment, and then we need to nove on to the other
Itens on the agenda. Anyone else in the room or
onl i ne?

Scrolling through the participants.

Seei ng none, thank you for everyone who partici pated.
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|"mgoing to give everyone a five-mnute break to just

get sonme water, maybe use the restroom Five or ten

Let's resune at 10:40, and we will begin with our
first adjudication on the docket. That will give
fol ks an opportunity to -- parties in that case to set

up. Thank you.

(OFf the record.)

CHAI RVAN FUGE: Al right. W are
nmovi ng on to pendi ng adjudication. First up is case
nunber 14720, Targa Northern Del aware, LLC, operator
of Red H Il AG nunber one, and this concerns your
subm ssion of injection data for the first four years
for Red Hi Il nunber one, your updated nodel of the
i njection plune after 30, and, | believe, though not
covered in the agenda, a request to change sone
subm ssions in your permt for the facility. Are all
the parties who entered an appearance in the matter
present ?

M. Tremaine, are you representing OCD?

MR. TREMAI NE: Yes, for the Division.

CHAI RMAN FUGE: Thank you. Do you have
any witnesses, either in the roomor online?

MR. TREMAINE: We have M. M1 1lion
Gebrem chael, who's OCD s sole witness, and he's

attendi ng by Webex.
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CHAI RMAN FUGE: | see him Before we
get started, and |I'mjust going back over ny notes
fromthe | ast neeting, M. Anmponah, was this the
matter you were excused fronf

COW SSI ONER AMPOMVAH:  Yes.

CHAI RMAN FUGE: Thank you. Let's get
started. M. Hardy, please begin.

M5. HARDY: Thank you. Good norni ng,
Chair and comm ssioners. Dana Hardy with the Santa Fe
O fice of Hi nkle Shanor, on behalf of Targa Northern
Del aware. And | just wanted to give a very brief
I ntroduction to explain why we're here.

Targa is the operator of the Red Hills
AG nunber one well, under order nunber 13507.
Ordering paragraph 2c of that order, which was issued
on Decenber 6th of 2012, required the operator to
present injection data covering the first four years
of injection, and also to provide an updated nodel of
the injection plune.

Wth respect to timng, the order
required this information to be submtted six nonths
to the end of the first five years of injection. And
as recognized in the order, this data is relevant to
the status of the governnment L-com nunber one well,

and specifically, whether that well should be plugged.
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| njection commenced into the well in
2018, and we tinely filed the information required by
the order with the Conm ssion on Novenber 30th of
2022. We al so submtted updated information on March
31st of 2023.

The data was prepared by New Mexico
Tech, and Dr. Jiawei Tu is here to present it to the
Commi ssion. And with that, | would call Dr. Tu as our
W t ness.

CHAI RMAN FUGE: Can | get the court
reporter to adm nister an oath for Dr. Tu, please?

THE REPORTER:  Yes.

Dr. Tu, please raise your right hand.
VWHEREUPOQN,

DR. JI AVEI TU,
call ed as a witness, and having been first duly sworn
to tell the truth, the whole truth, and nothing but
the truth, was exam ned and testified as foll ows:

THE REPORTER: Thank you. You nay
proceed.

CHAI RMAN FUGE: Dr. Tu, please proceed,
and you shoul d have authorization to share your screen
i f you have slides to present.

THE W TNESS: Ckay.

/1
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EXAM NATI ON
BY MS. HARDY:

Q Dr. Tu, | had a couple prelimnary questions
for you. Can you please state your full nanme for the
record?

A My name is Jiawei, J-I-A-WE-1, last nane is
Tu, T-U.

Q And by whom are you enpl oyed, and in what
capacity?

A ["mcurrently enployed by the New Mexico
I nstitute of Mning and Technol ogy, under the
Department of Petrol eum Recovery Research Center.

Q Have you previously testified before the
Comm ssi on?

A No. This will be ny first tine.

Q Can you, very briefly, sunmarize your
educati on and experience?

A | acquired ny Masters and PhD from Texas
Tech in Petrol Engineering. | was conferred with the
degree in 2020.

M5. HARDY: | would request that the
Comm ssi on recognize Dr. Tu as an expert in petrol eum
engi neeri ng.

CHAI RMAN FUGE: So recogni zed.

M5. HARDY: Thank you.
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BY MS. HARDY:
Q Dr. Tu, did you prepare what's been nmarked
as Targa Exhibit 17?
(Targa Exhibit 1 was marked for
I dentification.)
A Yes, | prepared that.
Q And can you pl ease present your eval uation
and the findings that are set forth in the exhibit?
A Yes. |'mgoing to.

THE W TNESS: Good nor ni ng,

Comm ssioners. So | will be presenting ny finding
fromthe study for the Targa AG nunber one injection
i n the past four years.

So, first of all, I'd like to start it
with alittle bit of background of the facility. So
the Targa Red Hi Il natural gas processing facility is
| ocated at the Lea County, southeast of the New Mexico
state. So it was approved by the NMOCC on Decenber
6th, 2012, the authority to inject treated acid gas.

And the ownership of that well was by
t he Agave Energy back then, at that tinme, and |later on
was acquired by Lucid Energy. But currently, the
Targa Northern Delaware, LLC, I'Il refer to as the
Targa later in this presentation, currently holds the

ownership of this well.
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The reason we're having this hearing
today is because by the tine the NMOCC approved this
well, if you could see on this chart, that in the Red
HIll facility, there's -- in 3800 feet eastern of the
Red Hi Il nunber one, there's the well called
Governnent's L-com nunber one well. At that tine,
there was technical difficulty of plugging that well.
Therefore, the NMOCC ordered that -- a conditionally
wai ved requirenent to plug that well back then.

However, we were required to report the
first four years of injection data by the tinme that --
six months prior to that to report to NMOCC with the
updated nodel as well as the updated projection for
the 30 years' injection regarding the treated acid gas
pl ume novenent/ m gration concerning the reservoir.

On this tineline, that is -- shows that
In 2012, the permt was approved. However, the AG
nunber one never started injection until the year of
2018. So on 2022, May 1st, marking the fourth year of
the first year injection, that Targa retai ned New
Mexi co Tech to initiate a study in conpliance with the
NMOCC' s or der.

The New Mexico Tech perforned the study
and reported to the NMOCC on Novenmber 30th, 2022. But

because of the hearing, as was schedul ed on today,
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that we actually updated with the data until -- that
data until March of 2023.

So now | 'm going to present the study
for the five-year injection. On this slide, it shows
that -- the nodel that we -- the boundary of the nodel
that we constructed. So in this red contour, that
shows the size of the Red Hill facility, which is
about -- the size of our nodel is about 100 times of
the size of the Red H Il facility.

Now, you can see the Red Hill nunber
one and the governnent's L-com nunber one injectors
are located in these two | ocati ons.

M5. HARDY: Dr. Tu, can you identify
the slide nunber? Just for the record.

THE WTNESS: On slide nunber 6.

M5. HARDY: Thank you.

THE W TNESS: And in the nodel,
geol ogically, that we're sinulating the formations
that -- from Lamar about to Bell Canyon to Cherry
Canyon and Brush Canyon, which will be our bedrock,
caprock, and storage reservoir, respectively.

The AG@ nunber one well is perforated
and targeting injecting into the Cherry Canyon
formation. In the nodel, the Cherry Canyon formation

I's subdivided into five layers, fromlayers nunber
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three to | ayer nunber seven in the later presentation.

The di nensi on of our nodel covers --
has the grace nunber of 429 nultiplied by 418
mul tiplied by eight layers. That brings it to al nost
1.5 mllion grace in total. The average size of each
grace is about 100 square feet.

So the nodel initialization that we
have the initial conditions of the Cherry Canyon
reservoir set to be 3250 psi in pressure at the Red
H 1l AG nunber one |location, and the tenperature is
about 105.2 Fahrenheit degrees. The fluid saturation
that the initial saturation -- the reservoir is
saturated was 100 percent of water -- saline water,
with irreduci ble water saturation to be 20 percent.
The salinity of the reservoir saline -- brine is set
to be 20,000 ppm

For the entire sinulation, we operate
the well first from 2018, by the beginning of the AG
number one injection, we used the historical injection
rate that -- pulled fromthe report by Targa as well
as on the website of the NMOCD. Wth roughly 13
percent of H2S and 87 percent of CO2. And the average
I njection rate during these first four years are about
1.2 mllion standard cubic feet per day.

And beyond the year of 2023, that we
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set the average injection rate to be 1.5 mllion
standard cubic feet per day. That will be the average
rate for the past three years -- past one year of
Injection. And this sinmulation is stopped injected at
the year 2048, and sinulation continues about 30 years
after the stop injection for post-injection site care
and nonitoring.

Bef ore we proceed, | have three points
that | would |like the comm ssioners to consider and
put in mnd, is that first, |ike, although that Targa
-- Red H Il AG nunber one was permtted to inject
under the rate of 13 mllion standard cubic feet per
day, but during the injection test, that we weren't
able to inject excess of six mllion standard cubic
feet due to the surface pressure limtation --

i njection pressure limtation.

Second of all, that even though it is
permit to inject under 13 mllion standard cubic feet,
the actual injection rate in the past five years, that
never exceeded two mllion standard cubic feet per
day.

Lastly, the Red H Il nunber one
expected to inject even lower than the rate that was
proposed by the tine of the two adjacent wells, Red

H 1l nunber two and three, are conpletely in a way
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deeper reservoir, so -- information. This chart shows
the result of the historical injection --

COVMM SSI ONER BLOOM  |I'msorry. |I'm
sorry, Dr. Tu, could you back up to that |ast slide
one monent? |If you could just repeat the last third
point that you wanted us to take away, |'d appreciate
it.

THE W TNESS: Yes. The last point |I'd
like to say is that the Targa is currently under
devel opnent plan of drilling two new AG wells on the
path to -- into a deeper formation, so by the
conpletion of these two, that we expect injection
t hrough AG nunber one will be even further |ess than
the sinmulation as well as what's permtted.

COWM SSI ONER BLOOM  Thank you. |
appreci ate that.

THE W TNESS: Thank you. This chart,
slide nunber 10, it shows the historical injection of
the AG nunber one in the past five years. 1In the
green circles that you're shown on this chart are the
hi storical data points that pulled from NMOCD website.
And the dashed green line is the sinulator results.
That we can see that in the past four years, that we
have perfectly matched the exact injection rate from

the AG nunber one.
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And this green line -- excuse ne, the
blue |ine that shows the cunul ative gas injection. So
in the past five years, by the time of 2023, that the
AG nunber one injected 2,000 mllion standard cubic
feet of acid gas into Cherry Canyon formation.

If we convert it to the mass quantity,
those injected by the end of the fourth year, that is
the CO2 equival ent to about 33,000 tons, and ei ght and
a half thousand pounds of H2S.

On this chart, it shows the aerial view
of the plume results at the end of the fourth year.

So we can see that, on the chart, that at end of the
fourth year, we see the color represents the
saturation of acid gas plume in Cherry Canyon
formation. So what we're seeing is the dianeter of
this plune is expected to be around 400 feet, and the
front of the plunme, the closest point of the plune to
t he governnment L-com nunber one well is about 3600
feet, which is about .68 mle.

Next, we did the prediction phase of
the sinmulation. So we can see that starting from
here, before that was the historical injection. And
the prediction phase is to conplete the 30-year
i njection that we use the average injection rate in

t he past one year, which is about one and a half
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mllion standard cubic feet. So we used a simlar
rate to continue with the injection until the year of
2048. That marking the end of 30 years injection.

And on this -- simlarly, on the bl ue
curve, it shows the cunulative injection fromthe Red
Hi Il nunmber one well will be about 16,000 mllion
standard cubic feet. And also, as | said, that upon
t he conpletion of AG nunber two and three, --

I nformation that we expect the rates to be even | ower
t han what we sinulated. So we are sinulating a very

conservative -- nost extrene scenarios for what could
happen.

So here's the plune and the area view
of showing at the end of the 30 years injection of
2048. That we're seeing that at the end of the 30
year injection, the dianmeter of the plune is about
1000 feet. And the closest point of the front of the
plume to the governnment L-com nunber one is about 3300
feet. MWhich is about .625 mle.

Therefore, based on the study that New
Mexi co Tech conducted, that engineers and geol ogi sts
fromthe New Mexico Tech Petrol eum Recovery Research
Center performed first, we devel oped a new geol ogi c
nodel to delineate fromthe updated well tops and the

structural features.
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And second of all, we used these high-
fidelity reservoir nuneric nodel, conducted nuneri cal
simul ation of the first four years of the historical
I nj ection, besides that and al so the updated
prediction for the 30 years total injection to conply
with the NMOCC s order.

So, to conclude, it is found that the

-- first of all, the treated acid gas injections
t hrough Red Hi Il nunber one in the past four years,
the average rate is about 1.2 mlIlion standard cubic

feet per day, which is less than ten percent of what

It was permtted, 13 mllion standard cubic feet per
day.

And second of all, the distance between
the Red Hi Il nunber one well -- fromthe Red Hil

number one well to the governnent L-com nunber one

well is about 38,000 feet, and by the tinme of January

2023, the front of the plune is estimted to be 3600

feet away fromthe governnent L-com nunmber one well,

which is 95 percent of the distance between two wells.
And by the end of the 30-year

I njection, the plume's front is predicted to be 3300

feet away fromit, which is about 85 percent of the

di stance between two wel | s.

So therefore, it is concluded that the
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hi storical -- injection rate has been drastically
under the permtted rate, 13 mllion standard cubic
feet, and the -- plune resultant by the AG nunber one
well puts a dimnutive inpact on the governnent L-com
nunber one well, even at the end of a 30-year
permtted injection period.

Therefore, we recommend that the Targa
to file a notion to either anmend the order R-13507 to
the NMOCC to either elimnate or extend the waiver
pl uggi ng the governnment L-com nunber one well. That's
the end of ny presentation.

M5. HARDY: | have no further
questions. | would nove the adm ssion of Targa
Exhibit 1.

CHAI RMAN FUGE: Into the record?

(Targa Exhibit 1 was received into

evi dence.)

M. Tremaine, do you have any cross for
this w tness?

MR. TREMAI NE: No cross, M. Chair.

CHAI RVAN FUGE: Do you have any
addi ti onal w tnesses, Ms. Hardy?

M5. HARDY: No, M. Chair, | do not.

CHAI RMAN FUGE: Thank you. M.

Trenal ne?
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MR. TREMAI NE: Good norning, M. Chair,
comm ssioners. This is Jesse Tremaine for the GO
Conservation Division. Very briefly, I'"d like to
address -- just summarize OCD s presentation today.

And as indicated in the pre-hearing
statenent, the Division's focus has primarily been on
consideration of the content of the m | estone reports,
and they have prepared, and M. Gebrem chael w |
testify as to the recommended content for an update to
this report as well as future m |l estone reports.

One -- I'Il call it an oversight -- OCD
did not -- and in our filing, we did not respond
directly to the recomendati on of Targa related to
removal of the requirenent to plug the governnent
L-com That was not addressed in the pre-hearing
statenments. M apol ogies for that.

However, in summary of OCD s position,
| wll say that | think the position is that an
ext ensi on of that waiver and sone form of nonitoring
of that well is appropriate. OCD does not take a
position that the well needs to be plugged at this
time. And so, with that, | would nove on to call the
Division's sole witness, M. MIlion Gebrem chael.

MR. FUGE: May | ask the court reporter

to adm ni ster the oath for M. Gebrem chael, who is
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al so appearing online?
THE REPORTER:  Yes.
Pl ease raise your right hand.
VWHEREUPOQON,
M LLI ON GEBREM CHAEL,
called as a witness, and having been first duly sworn
to tell the truth, the whole truth, and not hi ng but
the truth, was exam ned and testified as foll ows:
THE REPORTER: Thank you. You may
proceed.
MR. TREMAI NE: Thank you. And j ust
procedurally, M. Chair and conm ssi oners,
M. Gebrem chael, if you wish to share exhibits as we
wal k through, 1'll have M. GCebrem chael do that.
CHAI RMAN FUGE: Ckay.
MR. TREMAI NE: Ckay.
EXAM NATI ON
BY MR, TREMAI NE:
Q Good norning, M. Gebrem chael. Could you
pl ease state your name for the record?
A Good norning. My nanme is MIIlion
Gebrem chael .
Q And where do you work?
A | work for the Energy, Mnerals, and Natural

Resource departnent as a part of the group responsible
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for the oversight of the underground injection control
for the Ol Conservation Division

Q And what is your position with the OCD?

A I work as a petrol eum speci alist advanced in
t he underground injection control group.

Q And what are the job responsibilities of
your position?

A Well, | review technical aspects of U C
permts, provide recommendations to the district
offices for UC wells, and then | provide input for
process of design and rul emaki ng.

MR. TREMAINE: Can the Conmm ssion hear
M. Gebrem chael ?

CHAI RMAN FUGE: Sort of, but maybe if
he spoke a little bit closer to his mc, that would
hel p.

THE W TNESS: Can you hear ne now?

MR. TREMAI NE: Yeah. Better.

THE W TNESS: Okay. | can repeat what
| said in regard to nmy responsibilities.

| review technical aspects of UC
permts, and then | provide recommendati ons to the
district offices regarding U C wells. And also
provide inputs to processes of design and rul emaki ng.

Il
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BY MR, TREMAI NE:

Q Thank you, M. Gebrem chael. Have you ever
testified before the O Conservation Comm ssion
previ ousl y?

A No, | haven't.

Q Have you prepared a curriculumvitae for
this hearing?

A Yes. It is the OCD Exhibit Nunmber 3.

(OCD Exhibit 3 was marked for
I dentification.)

Q And could I have you please summari ze your
educati onal background, training, and experience for
the comm ssioners?

A Absol utely. | graduated fromthe Southern
Al berta Institute of Technology in 2012. Ws a
Bachel or of Petrol eum Engi neering. Also, | have
successfully conpl eted various specialized training in
expl oration and production in the oil and gas field,
provi ded by Shell International, in places the US,
Canada, and then the Netherl ands.

| have nore than ten years' professiona
experience working both in the oil and gas conpanies
and the provincial governnent of Alberta Ol and Gas
Regul at or Departnent, which is an equival ent

organi zation with the OCD. And then currently, |I'm
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wor ki ng for the Energy, Mnerals, and Natural Resource
Departnent as a part responsible for the oversight of
t he underground injection control programfor the OCD

And then | have seven years' experience with
Shell International in dealing with production

optim zation for nore than 500 wells. Utilizing

artificial lift nmethods and secondary and tertiary
recovery nethods, |ike water flooding and gas
I nj ection.

"' mal so experienced in the well reservoir
facilities and managenent surveillance work. | have
al so nonitored and mtigated acid gas injection wells
and sour-gas-producing wells. And |I've nade sure that
regul atory requirenments of nechanical integrity tests
of injection wells are adequately nmet by anal yzi ng
subsurface mechanical integrity tests, |ike sonic,
tenperature, caliber, magnetic flux, and cenent bond
| ock.

| have al so determ ned the pressure envel ope for
wel | by cal cul ati ng the maxi num annual surface
pressure, utilizing, like, well testers, like the step
rate test and then foll owup testers.

| have al so worked for three years with the
Al berta Energy Regul ator for reserves, and then --

group, dealing with reserve determ nation, --
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del i neation, pressure studies. Also determ ning
whet her an operator is practicing a good production
practi ce.

Also | was inposing maxinumrate limtation
orders for violations for instances regarding the
produci ng high GOR wells.

Currently, for the last eight nonths, | am
working for MNRV with the U C group for the OCD
di vision, review ng technical aspects of U C permts,
provi di ng recomendations to district offices
regarding U C wells; also providing input for process
desi gn and rul emaki ng.

MR. TREMAINE: M. Chair, at this tine,
| woul d nove admi ssion of Exhibit Number 3, and
subsequently ask that M. Gebrem chael be recognized
as an expert in the field of petrol eum engi neering and
under ground i njection.

CHAI RMAN FUGE: Are there any
obj ections to M. Tremaine's notion?

MS. HARDY: No objections.

(OCD Exhibit 3 was received into

evi dence.)

MR. TREMAI NE: Thank you.

BY MR. TREMAI NE

Q M . Gebrem chael, have you reviewed Targa
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Red Hi Il nunber one m |l estone report?

A Yes.

Q And coul d you pl ease summari ze your opinion
of that m | estone report?

A Wel |, Targa has furnished OCD with a very
el aborate nodel update and summary of the injection
rates over the last four years.

Q And did you hold any concerns with the
m | estone report?

A Yes. OCD s in the process of inplenenting
new tenpl ates of recommended m | estone report contents
and format. And OCD would like to recomend t hat
Targa provide OCD with conprehensive m |l estone report
updates, as depicted in OCD Exhi bit Nunber 1.

(OCD Exhibit 1 was marked for
i dentification.)

Q And can you pl ease sunmarize for the
Comm ssi on the recommendations that you've included in
Exhibit 1 for the Comm ssion?

A Yes. OCD prepared this conprehensive
content package for mlestone for all AG wells to
ensure that well interventions and work order reports
conducted to maintain well nmechanical integrity and
al so the inpact of AG wells on offsetting wells that

are used to be provided to OCD in a scattered manner,
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we would like to be presented in a single and then a
conprehensi ve report.

MR. TREMAINE: At this tinme, M. Chair,
| would npve adni ssion of Exhibit 1 and, if so
admtted, | would ask M. Gebrem chael to share
Exhibit 1 on the screen.

CHAI RMAN FUGE: Any obj ections,

Ms. Hardy?

M5. HARDY: No objections.

CHAI RMAN FUGE: It's admtted.

(OCD Exhibit 1 was received into

evi dence.)

MR. TREMAINE: M. Gebrem chael, can

you pl ease share Exhibit 1 to the

screen for the Comm ssion's review?

THE W TNESS: Absolutely. All right.

Can you see it?

MR. TREMAINE: Yes, we can. Thank you.

THE W TNESS: You're wel cone.

BY MR. TREMAI NE

Q Can you identify for the Conm ssion the
specific information that's contained in Exhibit 1,
whi ch OCD recommends be added to Targa's m | estone
report?

A Absol utely. OCD would Iike Targa to add
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items of Exhibit 1. These itens are item nunber one,
i tem nunber two, item nunber three, item nunber four,
I tem nunmber six, item number seven, item nunber eight,
and item nunber ten, and also the summary table
depicted in page 2 in Exhibit 1.

OCD woul d li ke also to recomend that Targa
nonitor and i nspect the government L nunber one well,
which is used as a control well in the plunme nodel, to
nonitor the extent of the treated acid gas plume from
Red Hi || nunber one.

Al so, nmonitoring and inspection would help OCD to
val i date the accuracy of the plune nodel. So we would
expect themto do that inspection on an annual basis.

Q Thank you. If | could back up to the
contents of Exhibit 1, could you please clarify for
t he Comm ssion, the nunbers that you've |listed; one,
two, three, four, six, seven, eight, and ten; the
contents of those itens. Are those -- could you
characterize for the Comm ssion, please, whether those
contain information or reports that, according to your
under st andi ng, Targa currently has avail able, or are
t hose things that Targa would have to create in
response to this request?

A Well, we're not reinventing any well here.

This information's avail able and that they used to be
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provided to OCD t hrough various portal or outlets. So
the intent of our tenplate is to be presented in one
conprehensi ve package. So those reports are readily
avai | abl e.

Q Thank you, M. Gebrem chael. Could you
pl ease nove the slide to page 2 of Exhibit 1 for the
Comm ssion's revi ew?

A Absolutely. All right. Can you see Exhibit
2?

Q Back up one, please. That's Exhibit 2. |'m
| ooking for page 2 of Exhibit 1.

A Ther e.

Q Thank you. So in the second part of your
response to ny question, you identified that OCD was
requesting a summary table depicted here. | just
wanted to clarify that this is the recommended summary
table that OCD is requesting from Targa. |s that
correct?

A That's correct.

Q Al right. Thank you. Moving on,

M. Gebrem chael, does the Division have an exhibit
depicting AG well activities within the state of New
Mexi co?

A Yes. And it's in OCD Exhibit Nunber 2.

/1
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(OCD Exhibit 2 was marked for
i dentification.)

Q Okay. And could you pl ease describe for the
Conmi ssi on the purpose of Exhibit 2?

A Let me share it with you first. Yeah. The
purpose of this exhibit is to show the Comm ssion the
nunber of active AG wells in the state of New Mexico
t hat are enabling an econom ¢ production of sour gas
wi thout flaring H2S and venting CO2 in the atnosphere.

It's kind of designed to give them a bird-eye
view of the AG wells in the state.

MR. TREMAI NE: Thank you,
M . Gebrem chael
At this tinme, M. Chair, | would nove
adm ssion of OCD Exhi bit Nunber 2.
CHAI RMAN FUGE: Ms. Hardy, any
obj ections?
M5. HARDY: No objections.
CHAI RMAN FUGE: Mbtion granted.
(OCD Exhibit 2 was received into
evi dence.)
BY MR, TREMAI NE:

Q And ny | ast question, M. Gebrem chael: 1In

your opinion, will inclusion of the itens that you

referenced in OCD Exhibit 1 into a single
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conprehensive m | estone report and the ongoi ng
nonitoring of the government L well for the next
reporting period assist in the prevention of any waste

or harmto correlative rights?

A Yes.
MR. TREMAI NE: Thank you. No further
guesti ons.
CHAI RMVAN FUGE: Any cross, Ms. Hardy?
M5. HARDY: | just have a couple of
clarification questions. | mght not have heard al

of the testinony.
CROSS- EXAM NATI ON
BY MS. HARDY:

Q | just wanted to clarify OCD s
recommendati on regarding the governnment L well. Is it
that it continue to be nonitored for another five
years? | just wasn't clear on the recomendati on.

A well --

THE W TNESS: May | respond to the
guestion?
CHAI RMAN FUGE: Yes.

A So in absence of not re-entry to the well,
OCD woul d like Targa to visit this well on an annual
basis to inspect and nonitor the inpact of the treated

acid gas plunme in the well. See, the only way you
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could validate the accuracy of the nodel is basically
by inspecting an offsetting well; in this case, the
government L well is our control well.

And then we would |ike you to, you know, report
to OCD if there is no inpact or if there is an inpact.

Q Thank you. And then, with respect to the
reporting recomendati on on Exhibit 1, are those itens
requested by OCD to be included along with the
I nformation Targa's provided here, or would that be
for future reports?

A That's a very good question. W're in the
process of inplenmenting this new tenplate, and then
we're aware of that you're not aware of it as well.
OCD woul d appreciate that if you could resubmt this
report by including the itens recommended.

M5. HARDY: Thank you. Those were al
my questions. Thank you.

CHAI RMAN FUGE: Any ot her w tnesses or
testi nony?

MR. TREMAINE: No, M. Chair.

CHAI RMAN FUGE: Conm ssi oner Bl oom any
questions for you with respect to M. Gebrem chael's
testi nony?

COW SSI ONER BLOOM  Let ne think one

second here, M. Chair. Thank you. Let ne |ook at ny
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list of questions.

Backing up a bit, M. Gebrem chael, and
| don't know if you're prepared to answer this today
given the lengthy history of these wells, but
ultimately, what becones of the governnent nunber one
well? |t appears that Targa or past operators were
not able to re-enter and plug. What's the |long-term
out | ook here?

THE W TNESS: That will depend on the
result of our inspection and nonitoring. You know,
dependi ng on those results, if there is any severe
| npact, then probably we m ght start weighing the
ri sk, and we m ght decide then.

COW SSI ONER BLOOM  Okay. No further
guestions at this time, M. Chair. Thank you.

MR. FUGE: | just had one clarification
because | probably wasn't witing it down quickly
enough. M. Gebrem chael, can you please -- and |
think if I understood your responses, Ms. Hardy -- can
you pl ease repeat the itens that you would |ike
i ncluded fromthe list on Exhibit 1 wth the
resubm ssion of the report they made initially in
Novenmber and then updated in March? Just by nunber?

THE W TNESS: Yes. Absolutely. So

t hose are itens nunber one, item nunber two, item

Page 80

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



© 00 N oo o b~ wWw N

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

nunmber three, item nunber four, item nunber six, item
number seven, item nunber eight, and item nunber ten,
and al so the summary table depicted in page 2 in
Exhibit 1.

The summary table is basically -- they
did present the information in the form of a graph,
but we would also like it in the, you know, in a table
format. So the whole intention for OCD is to have a
one-stop-shop for the well, so we can anal yze the
well's history as a mlestone report. So that's the
i ntent from OCD perspective.

CHAl RMAN FUGE: To M. Tremaine, to
clarify OCD s position on Targa's request, you do not
oppose -- just restated about -- that COM 1?

MR. TREMAI NE: The governnment L --

CHAI RMAN FUGE: |'m sorry. Gover nnent

MR. TREMAINE. Yes. Thank you,

M. Chair. To sunmarize OCD s position, it is not

necessary or, in fact, prudent for Targa to plug the
governnent L-1 well at this time. It should remain in
its current status and, according -- along with

M. Gebrem chael's testinony, OCD s request is that
Targa nonitor and inspect that well on an annual basis

to verify the findings consistent with the plune

Page 81

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



© 00 N oo o b~ wWw N

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

nodel i ng.

And ultimately, the decision as to
whet her the eventual requirenment to plug that well or
anot her extension would be determ ned at the tine of
the next m | estone report.

CHAI RMAN FUGE: Okay. And would both
of those requests require anmendnents to the actual OCC
order? Additional conditions?

MR. TREMAINE: | believe that woul d be
appropriate. The -- fromnmenory, fromthe order, |
believe that it indicates that the -- that the
exi sting order indicates that that requirenent to plug
the well could be renoved or extended upon the show ng
by Targa here today. So | think that, either in the
form of an anmendnent or by adding conditions, would be
appropriate mechani sns for that.

CHAI RMAN FUGE: Are they currently
required by the order to annual nonitoring?

MR. TREMAINE: | would have to review
the order, M. Chair. M. Gebrem chael may be able to
answer that question.

THE W TNESS: Sorry, | didn't hear the
guesti on.

MR. TREMAINE: |Is Targa currently

required by the existing order to conduct annual
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nmonitoring? | believe that is a new request nmade by
t he Divi sion.

THE W TNESS: No, but that's a new
request made by the Division.

MR. TREMAI NE: Thank you for that
clarification.

That is my understanding, M. Chair, is
that the options in the existing order were that Targa
were to plug the well or that the requirenent to plug
the well could be extended or renpoved at this neeting.
And so OCD is requesting that that requirenment to plug
the well be extended to the next reporting period, but
It is asking for an additional condition, to conduct
that nonitoring on an annual basis, because the
exi sting order does not contain that mechanismto
essentially verify the plunme nodeling.

CHAI RMAN FUGE: And for the itens
| isted on the OCD Exhibit 1, one, two, three, four,
si x, seven, eight, and ten; that OCD is requesting
Targa report on and utilizing the summary table, which
| believe is on the second page of Exhibit 1; is that
a one-tine request or is that a recurring request for
subsequent reporting?

MR. TREMAINE: That is a one-tine

request in terns of updating the existing report, but
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It is an ongoing request for future mlestone reports.
And OCD expects this to be a standardi zed tenpl ate and
request for mlestone reports for other AG wells.

CHAI RMAN FUGE: Ckay. | have no
further questions. Since Comm ssioner Anmponmah is
refused, Comm ssioner Bloom would you like to go into
cl osed session for deliberation and di scuss, or do you
think we can nmake a deci sion here?

COWM SSI ONER BLOOM  Yeah.

M. Chairman, | guess ny still-unanswered question --
it's something I was struggling with here -- is
ultimately, will the governnment 1 well be P&A-ed,

pl ugged and abandoned, at sone future point? | guess

that's nmy question, is ultimately, is this plugged?
And | don't know if that's sonething that

M. Gebrem chael can address at this tinme, or

M. Tremai ne.

CHAI RMVAN FUGE: Yeah.

MR. TREMAI NE: Comm ssi oner Bl oom
regretfully, | am not prepared to speak to whether or
not Targa actually did re-enter the well at any point.
| know that there were concerns in the -- as you know,
in a quite substantial record about the process of re-
entering that well.

So at this tinme, | would say that if
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Ms. Hardy's able to answer the question, that's fine.
If not, | would suggest that OCD can submt sonme form
of supplenmental report detailing or explaining what
happened with that well at the tine of the |ast order.

M5. HARDY: And -- may |?

CHAl RMAN FUGE: Yes, Ms. Hardy, please.

M5. HARDY: Thank you.

| can provide sone additional
I nformation. The government L well -- it's ny
understanding that it is partially plugged, but it was
not able to be conpletely plugged. And it is operated
by anot her conpany, it's operated by EOG So it's not
operated by Targa. That's the status of the well
ri ght now.

CHAI RMAN FUGE: Ckay. And it sounds
| i ke we had respect to that, just for my own
clarification, that M. Tremaine, if | understood your
representation, at least with respect to the well, we
woul d be -- at least, fromthe OCD s perspective, we
woul d be pushing out the obligation to plug it an
addi tional five years, as that -- that's the reporting
interval. And then we would revisit it at the tinme of
a subsequent report.

MR. TREMAINE: That is correct,
M. Chair.
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CHAI RMAN FUGE: And in the intervening
time, it would be used for nonitoring and ot her things
like that? So just -- if I'munderstanding it, as --
confirms, we're not nodeling this occurring?

MR. TREMAINE: That's correct. On an
annual basis, M. Chair.

COW SSI ONER BLOOM A fol | ow up
question then, if you'll permt nme, M. Chair.

CHAI RMAN FUGE: Yes, pl ease.

COWM SSI ONER BLOOM  So does the --
woul d the plugging of the governnent nunber one well

endanger sonehow operations of the Red HIls AG

nunmber one, Targa's well? | don't understand why that
I s dependent -- why the status of the governnent
number one well would be dependent on -- or | guess |

don't understand why the status of the Red Hills AG
number one well would be dependent on whet her
gover nnment nunber one well is dealt wth.

MR. TREMAINE: | can try to explain,
Comm ssi oner Bloom or if you prefer, the question can
be directed to M. Gebrem chael. But ny understandi ng
is at the time of the initial and the anended orders,
there were a nunber of wells that existed in a
previously plugged status in proximty to the Red

HIlls AG s.
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And a concern there, at a very general
| evel, is that those were not plugged with an acid gas
plume in mnd, and so there was an initial requirenent
in the orders to re-plug those wells. That did not
happen to conpletion to plug the governnent L well,
and so as M. Gebrem chael indicated in his direct
testinmony, OCD feels it's prudent to continue using
t hat governnent L nunber one well as a test well.

So the link between the two is that,
again, at a very, very high level, if the inspections
reveal sonme indication that the plume has noved that
far out to the test well, then that would indicate
that there was sonme issue with the nodeling and that
sone considerations with the operation of the Red
Hlls AG would need to be reconsidered.

Did that answer your question?

COWM SSI ONER BLOOM M. Trenmmi ne, yes.
Thank you. That's helpful. You've painted a better
picture for nme of the interrelationship between the
wells and what we're trying to manage and why we'd be
concerned about the plume reaching the governnment L
number one well. No further questions.

CHAI RMAN FUGE: Conm ssi oner Bl oom
woul d you like to go into cl osed session to deliberate

on this, or do you think we can be prepared to kind of
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make a decision on the request?

COWM SSI ONER BLOOM M. Chair, | think
we're probably ready to consider notions. | do not
believe that we need to go into cl osed deliberations
here. One other -- with the expectation that | think
the recommendations |I'mhearing fromthe OCD are that
the five years -- nore nonitoring take place with
annual reports, that Targa should resubmt its report
along the lines of the new tenplate that OCD has
devel oped for AG wells.

That would all seemto make sense to
me. And using the new table that was devel oped as
well. If that's what we're |looking at, | don't think

we need to deliberate in private.

CHAI RMAN FUGE: | think that's what
we're | ooking at. Can soneone just -- hazard of not
having the right focus on the screen -- give ne the

order nunber that we would be anmendi ng?

M5. HARDY: Yes. It would be order
R- 13507.

CHAI RMAN FUGE: 13507.

M5. HARDY: And | believe that it is --
there are several orders, so there are orders after
this one that contained the plugging requirenents.

CHAI RVAN FUGE: Do you know - -
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MS. HARDY: It's D. 1t's 13507-D.

CHAI RMVAN FUGE: 13507-D.

MS. HARDY: Yes. That would be
amended.

CHAI RMAN FUGE: Okay. All right. |
think 1"l put it together. Conm ssioner Bloom I
believe you and | are in alignment, but | think the
notion is to anend Conm ssion order nunber R-13507-D.
To extend the plugging obligation on Governnent L --

M5. HARDY: One. Com

CHAI RMVAN FUGE: -- Governnent L 001 Com
for another reporting period, to require annual
nonitoring of that well, and to require subsequent
report subm ssions to include the information
contri buted OCD Exhibit 1, page 1, one, two, three,
four, six, seven, eight, and ten, and to be reported
I n the manner on the tenplate provided in OCD Exhi bit
1, page 2. And that that should be for all previously
submtted reports and any future reports.

COW SSI ONER BLOOM  If that's our
notion, | would so nove, M. Chair.

CHAI RMAN FUGE: Okay. | second. Since
it's just the two of us who are voting, let the record
reflect that the notion is approved, and the order

wll be so anended.
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M5. HARDY: Thank you.

CHAI RMAN FUGE: Thank you, everyone.

We have one nore -- well, we actually have two nore
matters on the docket, but they concern the sane
thing. I1'mgoing to -- unless parties would |ike
sonething different, | appreciate we've been here for
a while, but we're going to give another fifteen-

m nute break for folks to stretch out and go again.

| am al so happy to provide a |lunch
break, but | think we can wap things up today. [|'m
just | ooking out at the crowd and ny fell ow
conm ssioners. W good to keep noving through?

M5. HARDY: Let ne check with ny
W t nesses.

COW SSI ONER BLOOM M. Chair, | would
need a | unch break today. Ei ther now, at 11:30, or at
noon.

CHAI RMAN FUGE: Why don't we, since
we' ve concl uded the case and wrapped this up, why
don't we take a lunch break now. And can we resune at
12: 30? Does that work for you, Conm ssioner Bl oonf
Or thereabouts?

COWM SSI ONER BLOOM  Absol ut el vy.
appreciate that. Thank you, M. Chair.

CHAI RMVAN FUGE: Ckay. We'Ill be back.

Page 90

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



© 00 N oo o b~ wWw N

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

Thank you.

M5. HARDY: Thank you.

(OFf the record.)

CHAI RMAN FUGE: Al right, just a quick
check. W're going to resune here. W're going to
actually deal with cases 23294 and case 23464, which
are related. And actually, despite their placenent on
t he agenda, | think we should actually sort of just
hear them jointly, and 23464 first, and, you know,
23294 sort of second, because it's kind of a | ogical
concl usi on dependi ng on how we act on 23464.

Looki ng to counsel for Salt Creek,
counsel for OCD, and Aneredev, all -- appearances.

Are your w tnesses present and avail able so we can
begi n?

M5. HARDY: Yes, they are. Thank you.

MR. TREMAI NE: Yes. For OCD,

M. Chair, M. Gebrem chael is again attending by
Webex.

CHAI RMAN FUGE: And | understand
there's no wtnesses for Aneredev?

M5. HARDY: That's correct. Although I
would I'i ke to make a brief statenment on the record, if
possi bl e. Thank you.

CHAI RMAN FUGE: So, given that we have
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three parties entered and appearing here, I'mgoing to
go and |l et everyone do kind of a brief opening
statenment synopsis, and then we'll let the petitioners
put on their witnesses for the matter. But we'll turn
it over to you, Ms. Hardy, for your opening.

MS. HARDY: Thank you very nuch. And I
will be --

COW SSI ONER BLOOM M. Chair?

CHAI RMAN FUGE: Yeah?

COW SSI ONER BLOOM I's Dr. Anpomah
joining us for this case, or is he recused agai n?

COW SSI ONER AMPOVAH: No, |'m here.

CHAI RMAN FUGE: My understanding is
Dr. Anmpomah was only excused from 14720, so we have a
full comm ssion to hear this case.

That's correct, Dr. Anpomah?

COW SSI ONER AMPOVAH:  Yes. That is
correct.

COWM SSI ONER BLOOM  Excel | ent. Thank
you. Just wanted to clarify. Appreciate it.

Sorry, Ms. Hardy. Go ahead.

M5. HARDY: Thank you. The Comm ssion
| ssued order nunmber R-20193C [sic] on January 16th of
2020, approving Salt Creek's application for

aut horization to inject treated acid gas into the Salt

Page 92

Veritext Lega Solutions

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




© 00 N oo o b~ wWw N

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

Creek AG nunber one well, which is located in section
21, township 26 South, range 36 East in Lea County.

The order provided that the well be
conpleted in the Bell Canyon and Cherry Canyon
formati ons of the Del aware Mountain G oup, with an
I njection interval from approximately 5,410 feet to
7,000 feet.

The order incorporated permt
conditions that were agreed upon by Salt Creek, OCD,
and the state |land office. On Decenber 28th, 2020,
t he Conm ssion issued order nunmber R-20913-D,
extending the deadline for Salt Creek to commence
I njection until Decenber 28th, 2022.

And | wanted to nention that that wel
is on track to be a redundant well. There is a
requirenment in the order that Salt Creek also dril

and conpl ete a Devoni an well subsequently to this

well. And so that Cl108 has been submtted for the
Devonian well; | just wanted to nention that so that's
cl ear.

Salt Creek did spud this well, the AG
nunber one, on Cctober 18th of 2022, and commenced
drilling, but encountered technical conplications that
ultimately caused it to plug the well. As a result,

on Decenber 6th of 2022, Salt Creek filed an
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application seeking to anend the order nunbered 20913-
D to extend the deadline to comence injection until
six months fromthe date of the anended order. And

t hat application has been assigned case nunber 23294.

And then on January 6th, 2023, the
Comm ssion did issue an order stating that injection
deadl i ne, pending a final decision. Subsequently,
Salt Creek determned that it needed to revise the
wel |l design to add two additional casing strings and
nove the location of the well approximately 120 feet
fromits additional |ocation.

As a result of the need for those
changes, Salt Creek submtted its application in case
number 23464, seeking approval of its anended C108 and
an extension of the deadline to comrence injection
until 24 nonths fromthe date of the anended order.
The target injection zone for the well will remain in
the Bell Canyon and Cherry Canyon formations at depth
of approximtely 5,580 to 7,040 feet.

The well, as proposed in the Cl108 --

t he anended C108, rather -- will not cause waste,

I mpair correlative rights, or harm public health or
the environment. Also, as the Comm ssion previously
recogni zed in its orders, including order R-20913-C,

the well wll facilitate the sequestration of CO2 and
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treated acid gas, which is in the public interest.

Accordingly, Salt Creek's request to
rel ocate and redesign the well is reasonabl e and
consistent with the order and requirenents of the GOl
and Gas Act, and it wll not cause waste, inpair
correlative rights, or harm public health.

That is all | have for ny opening.
Thank you.

CHAI RMAN FUGE: M. Trenmai ne?

MR. TREMAI NE: Thank you.

M. Chair and conm ssioners, thank you.
The O I Conservation Division has been in regul ar
contact with Salt Creek regarding this anended
proposal to update the casing and nove the surface
| ocation for this particular AG well. | think that
t hat communi cation, as | said, has been ongoing, and
technically substantive, so partly at the request and
recommendati on of the OCD, you know, Salt Creek
subm tted the amended application as a new application
and that -- OCD wanted to see that happen in the
I nterest of keeping a really clear record of the cases
and orders. So it's -- the case files on the record
is clear as to what happened with this particul ar
wel | .

As part of that, despite the issues
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that Salt Creek experienced with the previous drilling
activities, and because the OCD has been in regul ar
conmmuni cation with them ultimately, the OCD is
satisfied that even though there are still risks
associated with the drilling of this well and the
formations that they're dealing with, the revised plan
that's submtted by Salt Creek in conjunction with the
conditions recommended by the OCD, OCD believes that
this plan is sufficient for the Comm ssion to approve
that well.

So today, the OCD and M. Gebrem chael
wll testify to the review that he and the rest of the
U C group perfornmed in assessing and review ng the
anmended application and give a brief overview of what
are now pretty standard conditions of approval that
OCD is proposing for this AG well.

Utimately, in 23464, OCD wi |l support
approval of the well along the lines that will be
outlined by M. Gebrem chael. And once we get to that
point in the following case, OCD will not take a
position or will not object to extension of that
I njection authority and the other deadlines associ at ed
with it. Thank you.

CHAI RVAN FUGE: Ms. Bennett for

Aner edev?
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MS5. BENNETT: Thank you very nuch.

Good norning, Chair and comm ssioners.
Deana Bennett from Modrall Sperling on behal f of
Anmer edev Operating, LLC. Anmeredev, as | nentioned in
our pre-hearing statenent, takes no position on Salt
Creek Mdstream s applications. Aneredev does have
sone general concerns, though, with the shallow
I njection that's proposed for AG -- excuse ne, for
acid gas, which | outlined in our pre-hearing
statenent as well, but which I will briefly sunmari ze
for the conmm ssioners.

So the first concern that Anmeredev
outlined in the pre-hearing statenents -- this is just
general concerns with shallow injection of acid gas --
that injection into the Del aware Mountain G oup nay
I ncrease cost to operators because the operators wll
need to inplenment additional wellbore design features.
And so that could lead to increased costs because they
will be drilling through an acid gas target zone, or
an acid gas injection zone.

Secondly, injection into the Del aware
Mountain Group could affect the pressure
characterization, which in turn could lead to
decreased production. And that would inpact

correlative rights.
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And finally, injection of acid gas into
t he Del aware Mountain Group may inpact the Capitan
Reef, if wellbores in the vicinity haven't been
properly plugged and abandoned.

Aner edev does support the drilling of
the deep -- the Devonian well that Salt Creek
M dstreamis required to drill, under the conditions
of the approved order. And in our pre-hearing
statement, we noted that in fact, Ameredev woul d
appreciate or supports expediting the requirenents in
that order to get the deeper well online and injection
started qui cker.

And Aner edev al so supports the
conditions that OCD i nposed, or that OCC inposed, on
the original order. And it's my understanding, and it

seens like it's everyone's understandi ng today, that

t hose conditions will be part of -- if approved, those
conditions will remain in effect in terns of the
timng for drilling and injection into the Devoni an

wel | and the concom tant requirenent to cease
I njections into the DMG well, leaving that well as a
redundant wel |

Thank you again for the ability to be
here, and | appreciate your tine.

CHAI RMVAN FUGE: Ms. Hardy, if you'll
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pl ease call your first witness?
M5. HARDY: Thank you. Qur first
wi tness is John Nichol son.
CHAI RMAN FUGE: And if | mght ask the
court reporter to swear in the witness?
THE REPORTER: Pl ease raise your right
hand.
VWHEREUPON,
JOHN NI CHOL SON,
call ed 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.
You may proceed.
MS. HARDY: Thank you.
EXAM NATI ON
BY MS. HARDY:
Q Can you pl ease state your full name for the
record?
A John Ni chol son.
Q And, M. N chol son, where do you reside?
A Houst on, Texas.
Q By whom are you enpl oyed and in what
capacity?

A Salt Creek Mdstream and |'m the chi ef
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operating officer.
Q And what are your responsibilities as chief
operating officer?
A Responsi bl e for all engineering, capital
proj ects, and operations for the conpany.
Q Have you previously testified before the
Conmi ssi on?
A No.
Q G ven that, would you briefly summari ze your
educati onal background and professional experience?
A Sure. | have a bachelor's in petrol eum
engi neering and an MBA fromthe University of Texas at
Austin. And have about 16 years of experience,
primarily in operations of upstream and m dstream oil
and gas assets.
MS. HARDY: M. Chair and
conmm ssioners, |I'd like to tender M. Nicholson as an
expert in petrol eum engi neeri ng.
CHAl RMAN FUGE: Do | see any
obj ecti ons?
UNI DENTI FI ED SPEAKER: No obj ecti on.
CHAI RMAN FUGE: Recogni zed as an
expert.
M5. HARDY: Thank you.
/1l
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BY MS. HARDY:
Q M. Nicholson, are you famliar with the
i nformation contained in Salt Creek Mdstreamn s
application for injection authority?
A Yes.
Q Can you please identify the docunent that
has been marked as Salt Creek Exhibit A?
(Salt Creek Exhibit A was marked for
I dentification.)
A It's an application for extension related to
case 23294.
Q And is Exhibit A a true and correct copy of

the application?

A Yes.
Q What does the application request?
A An extension for injection of six nonths

fromthe anended order.
Q Can you please identify the docunent that's
been marked as Salt Creek Exhibit B?
(Salt Creek Exhibit B was marked for
I dentification.)
A Anot her extension request related to case
23464.
Q And is Exhibit B a true and correct copy of

t he application?
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A Yes.

Q And what does that application request?

A An anended C108 as well as a 24-nonth
extension of the injection fromthe approval of the
or der.

Q And is Salt Creek's anmended Cl08 attached to

t hat hearing application?

A Yes.

Q Who prepared the anmended C108?

A Geol ex.

Q And was that David Wiite?

A David White at Geol ex. Yes.

Q WII M. Wite also testify?

A Yes.

Q And was the anmended Cl108 prepared at Salt
Creek's direction?

A Yes.

Q Okay. Can you please briefly summri ze the

changes in the anended C108 froma high | evel?

A Yes. So it's primarily a change in wellbore
design to kind of conpensate for the issues that we
saw in the first well. So we're adding -- requesting
an additional two strings as well as a 120-foot
rel ocati on of the well bore.

Q And why is Salt Creek requesting a 24-nonth
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extension of the injection deadline?

A We believe that 24 nonths is an adequate
time for us to prepare and drill the wel
successfully, as well as stand up the facilities
necessary to inject the acid gas. And in addition to
that, allow our producing custoners tinme to adj ust
their drilling plans to drill sour gas wells, which is
required in order for us to neet the order.

Q And if the Conmm ssion approves Salt Creek's
request for a 24-nonth extension in case nunber 23464,
is it correct that Salt Creek would no | onger need the
Si Xx-nmont h extension requested in case 2322947

A Yes.

Q M. Nichol son, can you please identify the
docunents that have been marked as Salt Creek Exhibit
C?

(Salt Creek Exhibit C was marked for
I dentification.)

A That's the presentation.

Q Okay. And | amtrying to share this. But
|"mnot sure if it's -- | don't see it on the screen,
so | don't --

CHAl RMAN FUGE: You are a presenter.
M5. HARDY: So if | hit "Share," it

shoul d wor k.
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CHAI RMAN FUGE: Just give it a second
-- it should work now. There we go.

M5. HARDY: Thank you. OCkay. Now we
can see it. There's a little lag, | think, in what
" m getting here.

CHAI RMAN FUGE: Yeah.

M5. HARDY: Ckay. Ckay.

CHAI RMAN FUGE: G ve it a second.

MS. HARDY: Yeah.

BY MS. HARDY:

Q Well, can you tell me who prepared the
Power Poi nt presentation?

A Geol ex and Salt Creek.

Q Okay. And are you famliar with the content

of the presentation?

A Yes.
M5. HARDY: There's still a | ag.
CHAI RMAN FUGE: See if you go down a
slide -- there we go.

THE W TNESS: There it is now.
M5. HARDY: There we go. Okay.
BY MS. HARDY:
Q M. Nichol son, can you pl ease provide an
overview of Salt Creek M dstreanm s operati ons?

A Yes, sure. W're a private m dstream
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conpany in the Del aware Basin, which spans about ei ght
counties with 400 mles of pipe. W have two
cryogeni c plants just outside of Pecos, Texas. And we
have substantial operations in Eddy and Lea County,
New Mexi co.

Q And does the slide that's shown on the
screen provide an overview of Salt Creek's operations?

A Yes. It's an accurate representation of our
operations today.

Q And what is the role of this AG project in
Salt Creek's operations?

A Today, Salt Creek is primarily a sweet gas
gat hering and processing conpany, and we view the AG
as a natural extension into Lea County of our assets
that will allow us to gather sour gas, treat that sour
gas, and then take the sweet gas fromthat facility
t hrough our gathering and processing facility.

Q And can you provide a summary of the history
of this AG well?

A Sure. So we spud AG 1 in |late Cctober.
While drilling the production interval, we experienced
unstabl e hole just below the surface casing, as well
as significant | osses in the Capitan Reef.

While we were trying to run production casing,

casi ng becanme stuck. After nultiple attenpts to
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retrieve that casing, we ultimately decided with OCD s
support in md-Novenber to plug AG 1 and sidetrack
the well.

We conpl eted the plugging operation in early
Decenber, and subsequently sidetracked the well.
During drilling operations of sidetrack 1, we
experi enced the sane unstable hole just bel ow the
surface casing, as well as nore losses in the Capitan
Reef .

This time, the drill string became stuck. And
again, with OCD s support, we agreed to plug the well.
Pl uggi ng operations were conplete in | ate Decenber.
And t hen throughout January, we consulted with the OCD
on a update to the well design that we thought woul d
put those two chall engi ng areas behi nd pi pe. And we
submtted that in February. Submtted the anmended 108
I n February -- Cl08 in February.

Q And has Salt Creek worked with OCD to
address these issues throughout the tinme period that
you were drilling this well?

A Yes.

Q Has Salt Creek submtted its C108 for the
Devoni an wel | ?

A Yes. We submitted it prior to spudding the
DMG wel | .

Page 106

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



© 00 N oo o b~ wWw N

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

Q And is Salt Creek planning to proceed to

drill and conplete that well?
A Yes.
Q Has Salt Creek remained in conpliance with

t he requirenents of order 20913-D?

A Yes.

Q Have you reviewed the permt conditions that
OCD has submtted in this case?

A Yes, | have.

Q And does Salt Creek agree to those
condi tions?

A Yes, we do.

Q I n your opinion, wll granting Salt Creek's

application prevent waste and protect correlative

rights?
A Yes.
Q And will it also protect human health and

t he environnent?
A Yes, it wll.

M5. HARDY: | have no further questions
for M. N cholson. | would request the adm ssion of
Salt Creek Exhibits A, B, and C. And Exhibit B
i ncl udes the amended C108.

CHAI RMAN FUGE: Any obj ections?

MR. TREMAI NE: No objections.
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CHAI RMAN FUGE: Exhibits are adm tted.

(Salt Creek Exhibit A Salt Creek

Exhibit B, and Salt Creek Exhibit C

were received into evidence.)

M5. HARDY: Thank you.

CHAI RMAN FUGE: M. Trenmi ne, do you
have cross?

MR. TREMAI NE: We do not have cross,
M. Chair.

CHAI RMAN FUGE: | just have one defi ned
guestion -- conm ssioners first. Conm ssioner Bl oom
or Comm ssi oner Anponmah, do you have any questions?

COW SSI ONER BLOOM  No, M. Chair.

CHAI RMAN FUGE: A quick one. \When you
said -- the new -- is going to be --

THE W TNESS: Correct.

CHAI RMAN FUGE: [Unintelligible
response. |

UNI DENTI FI ED SPEAKER: |'m sorry, we
can't hear.

CHAI RMVAN FUGE: Can you hear nme now?

UNI DENTI FI ED SPEAKER: Yes, sir. Thank
you.

CHAI RMAN FUGE: Okay. Thank you. Yes.

So ny question is -- wells that you have probl ens
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with. So I just want to know what happened -- you do
not encounter the sanme problens. O even if you
encounter them do you have a strategy?

THE W TNESS: Yeah. David Wiite with
Geolex wll address sone of that in his testinony, but
we do believe that we will encounter the problens
again. But as it relates to the instability bel ow the
surface casing, we plan to address that by putting an
additional string through that zone, as well as an
addi tional string through the Capitan Reef. And that
shoul d, and we believe it will, mtigate those issues.

CHAI RMAN FUGE: And | only had one
question. You had nentioned the Devonian well is
novi ng forward, and that being permtted, you're
| ooking forward to drilling and devel opnent, or are
you noving forward with the approval for it?

THE W TNESS: Moving forward with the
approval for it. W have submtted the application.

COW SSI ONER BLOOM M. Chair, |'m
sorry, we've got to call on User 15. |If that person
could nmute; we're getting a |ot of road noise. Maybe
we just nute everybody that's not presenting.

CHAI RMAN FUGE: | just took care of
t hat .

COW SSI ONER BLOOM  Thank you.
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CHAI RMAN FUGE: The only ones on are
conm ssi oners or people who were just in no-audio
node. Ckay?

COW SSI ONER BLOOM  Thank you.

CHAI RMAN FUGE: | don't believe there
are any further questions.

Thank you.

THE W TNESS: Thank you.

CHAI RMAN FUGE: You have anot her
w tness, Ms. Hardy?

M5. HARDY: | do. M. Chair, we would
call David White of Geol ex.

CHAI RMVAN FUGE: May | ask the court
reporter to adm nister an oath for M. Wite?

THE REPORTER: Yes.

Pl ease raise your right hand.
VWHEREUPOQN,

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

THE REPORTER: Thank you.

You may proceed.

M5. HARDY: Thank you.

/1
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EXAM NATI ON

BY MS. HARDY:

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

A David Allan [ph] Wite.

Q And where do you reside?

A Al buquer que, New Mexi co.

Q By whom are you enpl oyed, and in what
capacity?

A Geol ex, Incorporated. | ama senior
geol ogi st and vice president.

Q Are you famliar with the matters addressed
in Salt Creek's application?

A | am

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

A | have.

Q Can you briefly sunmari ze your educati onal
background and experience?

A | received ny bachel or's degree, Bachel or of
Science in Earth and Planetary Sciences fromthe
Uni versity of Tennessee. | did nmy master's work, a

Mast er of Science at the University of New Mexi co.

And -- I'msorry, could you say the |ast part again?
Q Just summarize your educational background
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and professional experience.

A And |'ve been working with Geolex, which is
an environnmental consulting firmthat has really
devel oped a specialty in acid gas injection well
desi gn, since 2018, where we've focused on permtting
and regul atory conpliance, design, and construction of
acid gas wells, as well as addressing conpl ex
envi ronmental matters.

M5. HARDY: M. Chair and
conm ssioners, | would request that M. \Wite be
recogni zed as an expert in petrol eum geol ogy.
CHAI RMAN FUGE: Any obj ections?
UNI DENTI FI ED SPEAKER: No obj ecti ons.
CHAI RMAN FUGE: M. VWhite is recognized
as an expert.
M5. HARDY: Thank you.
BY MS. HARDY:

Q M. White, | have put up a slide that
sunmari zes Salt Creek's requests. Can you pl ease
sunmari ze those, please?

A Yeah. And | think the prior w tness, John,
al so gave a good introduction into what the specific
request it was. And that being that Salt Creek is
requesti ng anmendnent of existing Conm ssion orders

20913-C and -D, as it applies for, first, perm ssion
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to redesign Salt Creek AG@ nunber one to specifically
address i ssues and chall enges that were faced while
Salt Creek was trying to drill via the original

desi gn.

Second, to authorize or provide approval for
relocation of the new well or the next attenpt at that
AG well to a different position on the facility
property, such that it makes sense froma facility
desi gn standpoint, centralizing AG operations in one
| ocation, as well as giving the ability to be
separated fromthe existing plugged well, which we'l
tal k about.

And then finally, approval of a 24-nonth

extension to that resultant permt to allowtinme to

prepare for drilling, actually drilling and conpl eting
that well, and comrercializing and readying the
facility.

Q Can you pl ease describe this facility and
the well | ocation?

A Sure. So the facility in question is in
sout hern Lea County, New Mexico, and both the gas
processi ng, gas treatnent operations and Salt Creek
AG nunber one are located in section 21,
approxi mately seven and a half mles sout hwest of Jal.

So that would be section 21 of township 26 south,
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range 36 east.
The original drilling location, which we'll see
in the next slide here specifically where it is, is on

ki nd of the northern margin of the facility. And

we'll see the new |l ocation -- if you can advance the
slide one? You'll see the relationship of the orange
well icon showing the as-drilled | ocation, and then

where we are proposing the new | ocation to be.

Al of this will remain within the bounds of the
Salt Creek facility property, and, you know, won't
result in any infrastructure noving outside of that
facility, which is fenced and secured. And then we
show t he specific coordi nates of those | ocations, both
the as-drilled and the proposed new | ocati on.

Q Can you please summarize the permtting and
order conpliance history for this well?

A Yeah. So Salt Creek and -- | know we've
tal ked about this a little bit, but Salt Creek was
initially authorized in 2020 through issuance of order
R-20913-C. The specifics of this approval authorized
Salt Creek to inject up to eight mllion standard
cubic feet per day at the 2,149 maxi num al | owabl e
surface injection pressure.

Fol | owi ng that approval, based on act ual

operations of the facility and as John, the prior
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wi tness, had nentioned, predom nantly sweet gas
operations. The well was not drilled i mediately, and
ultimately the order authorizing its operation
expi red.

So in Decenber -- Decenber 28th of 2020, the
Conmm ssi on issued order R-20913-D, which reinstated
that injection authority. And it did have sonme
specific conditions added at that time for -- which
were inportant in Salt Creek's attenpt.

Specifically, order version D required, prior to
Salt Creek spudding this well, to reevaluate the area
of review and submt the results of those findings to
the Division, as well as to provide notification to
any new interested parties that were new fromthe tinme
of the original hearing.

Additionally, the order D required the redundant

deep Devonian AG well application be submtted with

t he spud notice of the AG nunber one well. So --
excuse ne. To summarize the -- with respect to
pl anni ng and execution of operations to drill AGQ 1,

Salt Creek has remained conpliant with all actions
required to date within those respective orders.

Q Can you descri be sone of the benefits of the
proposed A well ?

A Yeah. And the -- | nmean, in general, the
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proj ect has great environnental benefit in that while
It may be notivated, or these projects may have a | ot
of benefit in their ability to handl e H2N, hydrogen
sulfide, in a safe manner, they al so handl e and
di spose of a | ot of carbon dioxide, which ultimtely
Is a great environnental benefit to these types of
pr oj ect s.

| n general, these projects reduce waste and air
em ssions, providing facilities nore operational
stability, and are ultimately, as we've seen, better
systens -- nore reliable systens than alternatives
such as sul fur recovery units.

Based on the forecasting and Salt Creek's
conversations around this facility and what it needs

in terns of disposal, this well has benefits in that

it will provide acid gas disposal for this area that
Is likely -- or forecasted to be necessary in the
future.

Specifically -- and actually you'll have to

forgive nme, there's an error in this; but based on its
permtted volunes, the eight mllion standard cubic
feet per day, that ultimately results in 380 tons of
CO2 and 80 tons of H2S being sequestered each day.
You'll have to forgive nme, there's a typo in

there. Those are not netric tons, those are tons.
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Q Trying to go to the next slide. There we
go. Yeah. Okay. Can you please discuss the drilling

operation consultation with OCD and the well's current

status?
A Absolutely. So in one of the first slides,
we had kind of a breakdown of the history of drilling

AG nunber one, but just to kind of reiterate that
again, Salt Creek AG@ nunber one was spudded on

Oct ober 18th, 2022. The original well design included
two casing strings, with the surface casing string
being set at the top of the Ressler [ph] formation at
about 2,100 feet.

The well was spudded, and that surface casing
interval was drilled successfully. Casing was set and
cenented successfully by October 22nd. While drilling
past that point in the production casing interval, we
experienced two really significant things.

In the interval of Ressler [ph] formation, you
know, just below 2100 feet or so, we started to see
i ntervals of borehole instability. And this is
confirmed to be within the Ressler [ph] formation from
caliper logs and things that were run in the original
open hole of the production casing interval.

And t hen, subsequently, we al so saw severe | ost

circulation zones in the interval of the Capitan Reef.
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And ultimately conbi ned, those two vertical intervals
of lost circulation and then borehole instability
above made it very difficult to drill the well.

And ultimately, production casing becane stuck
while trying to run. The well was drilled to the
total depth targeted, and casing becane stuck while
trying to install that in the well.

Despite nmultiple attenpts being nade to renobve
t hat casing, whether through, you know, bringing in
equi pnent able to do lift -- provide nore |ift to the
casing, trying to displace mud around the casing and
trying to get it free; ultimtely, the casing was
parted in the original well bore and left in the hole.

I n addressing this, Salt Creek, Geolex, and --
had consulted with the NMOCD on the appropriate next
steps to plug this, understandi ng that plugging and
sidetracking of the well may be a viable option, and
began di scussions with the OCD to devel op that plan.

And so, after those consultations, plugging of
t he borehol e was approved, a plan was submtted via
C103, and pluggi ng of the borehol e was approved on
Novenmber 16th. An inportant part of those plugging
plans is that these operations were to be conpl eted
with utilizing corrosion-resistant cenent slurries,

because of the nature of this being an acid gas
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i njection well.

So as you can see in the table on this slide,
whi ch summari zes generally the pluggi ng operations
that were conpleted, nuch of that across the |ower
wel | bore section was done so with corrosion-resistant
slurries.

And so in the next slide, you'll see, again, a
sunmary of the cenent operations that were conpl eted,
but this tinme, alongside a plugging diagramthat was
produced whi ch shows, basically, the intervals and
what materials were utilized for those plugging
oper ati ons.

So in the shall ow sections when we're out of the
zones of the Capitan Reef, out of the zones of the
proposed and approved injection interval in the
Del awar e Mountain Group, we have continuous coverage
-- or we have cenent plugs utilizing house MC [ ph]
cenents in the shall ow sections, but everything bel ow
a depth of 3,028 was conpleted utilizing Halliburton
corrosive -- corrosion-resistant slurries.

So in this slide, followng -- in doing that, as
we' ve stated before, Salt Creek has maintained
di scussions with the Division to make sure an
appropriate plan and operations are conpl eted

successfully. And so after the initial plugging of
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the wel |l bore, the original wellbore which had casing
lost in it -- stuck casing lost in it, the approved
pl uggi ng plan was carried out utilizing corrosion-
resi stant cenent.

And then OCD was consulted again to essentially
verify that the plan had been conducted successfully
prior to considering Salt Creek's subsequent request
to sidetrack the well.

So in this slide, you can see the proposed side
track diagram which began in Decenber of 2022,
reachi ng a neasured depth of 5,111 feet on Decenber
17t h. However, the conbined -- as John had nenti oned
earlier, the prior wtness, the conbi ned hazards of
wel | bore instability above and | ost circulation
ultimately resulted in the drill string becom ng stuck
while drilling the side track.

So, you know, this was done ultimtely -- the
operations that Salt Creek were attenpting prior to
the drill string becom ng stuck were to proactively
cenent the intervals of loss. And ultimately, the
conditi ons above and -- with wellbore instability and
| ost circulation, resulted in sticking of the drill
string during those cenenting operations. So the
drill string was hydrostatically stuck and cenented in

pl ace.
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Q This is Slide 14. Can you describe the
proposed redesign of the well?

A Actually, if you can back up -- I'msorry, |
forgot one thing. Apologies. Wth the information
that's provided on here, it's just small. | mssed a
bi t.

So once the drill string was cenented in place,
obviously, Salt Creek recognized that the side track
wel | bore was not going to be sonething that was
sal vageabl e either. So again, reached out and
consulted with NMOCD, Ul C technical staff, to assure
an appropriate plugging plan is in place. So
following that, the drill string was cut off, and
pl uggi ng operations in a sim/lar fashion using
corrosion-resistant cenments were utilized to plug the
side track well bore.

Q Now |l et's tal k about the redesign of the
wel | .

A So with the conditions that were experienced
at this |location, obviously it has nmade it very
challenging to drill and conplete the AG nunber one
wel | as proposed, or as originally approved. However,
Salt Creek is still of the opinion that for handling
H2S and CO2 at this facility, an AG well is the nost

preferabl e and saf est handling nethod.
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The use of these types of wells increases the
safety and reliability of operations, has the
envi ronnental benefits we've di scussed previously, and
ultimately, results in significant volunmes of CO2 and
H2S bei ng di sposed of.

But ultimately, Salt Creek has realized that for

a well like this in this |ocation, there needs to be
sonme physical changes to the well in order to nmake
drilling and conpl etion operations successful.

So in this slide, you can see a well schematic
for the proposed redesign.

Q And this is slide 15; yes?

A Yes. This is slide 15.

And so the -- what Salt Creek is specifically
requesting is the addition of two casing strings,
whi ch do not augnent the two existing strings in any
way, but rather, add two larger casing strings to the
design that will serve the same -- or allow for the
physi cal isolation of the two intervals in which
hazards were encounter ed.

So the first casing string, nuch like in the
first attenpt to drill the well, will be the surface
casi ng protecting shall ow groundwater resources. The
first intermediate casing string, the 13 3/8-inch

casing string that's shown here, will extend to an
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approxi mate depth of 3,100 feet and physically isolate
the intervals where well bore stability issues were
encount er ed.

The second internedi ate casing string, the 9 5/8-
inch, will specifically isolate the intervals of fluid
| oss. And then subsequently or lastly, the seven-inch
production casing will extend down to the base of the
approved injection zone, as originally designed.

It's inportant to note that while these two
addi ti onal casing strings are being added to provide
t hose physical barriers, all of the other critical AG
desi gn considerations, such as the use of corrosion-
resistant alloy materials, downhol e equi pnment,
utilizing corrosion-resistant materials, all remains
unchanged. The only change that is occurring is to
add | arger casing strings -- two additional |arger
casing strings.

When conpleting the well in this way, and when

attenmpting the drilling of the first well |ocation, we
have and continue to drill the well, perforate the
well, and conplete it in accordance with prior

conditions of approval that required a specific
vertical separation between the Capitan Reef and the
i njection zone.

Q And let's ook at slide 16. How w |l the
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well, inits new design and | ocation, avoid
interference with the original well?

A So with -- and this really relates to Salt
Creek's request to relocate specifically to a location
120 feet southeast in order to both provide separation
fromthe existing plugged wellbore, as well as to
mai ntai n surface operations, maintain AG operations
at a location suitable on the facility that keeps
facility personnel safest.

So the proposed well |ocation southeast of the
exi sting well provides Salt Creek that, and that all
AG processes can be organized on the property and the
| engt hs of any associated lines can be m nim zed.

Because there is a plugged wellbore with a
pl ugged side track in close proximty, Salt Creek, in
drilling at the new | ocation, will conduct anti-
collision surveys and utilize directional tools to
make sure that the position of the new well with
respect to the old well and the separation fromthose
two wells are maintained.

And so, as it's been expressed by the OCD, and
t he i nportance of preserving the well records wth
respect to this project, in maintaining those accurate
records, we wouldn't expect any revision of the Salt

Creek AG nunber one well. That well would officially
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-- and we'll file -- we propose would be officially --
woul d be maintained, and this new | ocati on woul d be
given a new APl nunber. Salt Creek would file
appropriate NMOCD fornms to get a new well record

gener ated, a new APl nunber.

Q And did you update your eval uation regarding
fault lift potential?

A We did. And in preparing the C108 in
general, we reached out to OCD to nmake sure that an
amendnent application would include all of the
addi ti onal supplenentary materials that are nost
appropriate for this type of request, and not only the
approval to redesign and rel ocate.

So updating, taking an additional |ook into the
i njection operations in the area, ongoing in the
Del aware Mountain Group, was one of those materials
that we al so agreed upon providing.

So with this amendnent application, the project
area was re-evaluated with respect to the potenti al
for induced seismcity. The conponents of that
assessnment involved -- well, for this particular
assessnent, for the amendnent application, it was
foundationally based on review of seismc survey data
that was conpleted in 2019 and 2020 for the original

permt.

Page 125

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



© 00 N oo o b~ wWw N

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

This evaluation of the subsurface was utilized to
construct the fault slip probability nodel, the
structures in the area, and ultimtely, sinulations
were ran to assess fault slip probability risk, based
on the current wells operating.

So in this slide, we show the -- kind of a high-
| evel view of the project area with two faults that
were identified as a result of that seismc review
These faults are northwest striking, and for the
pur poses of representing themin fault slip
probability nodels, were broken up into six fault
segnents.

Also shown in this map are the injection wells
that are authorized or active within the Del aware
Mountain Group in this area. These wells are
annotated by their APl nunber, as well as their
aut horized daily injection volunes. As you can see,
there are four active and new DMG wells in the genera
area with permtted volunes of 5,000 to 35,000 barrels
per day.

Q Can you descri be the nodel input and the
sinmul ati on conditions that you used?

A Yeah. So in assessing fault slip
probability and i nduced seismcity risk, we utilized

the Stanford Center for Triggered -- Induced and
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Triggered Seismcity's fault slip potential nodel.
This nodel first uses input paraneters that describe
| ocal stress, faults in the area, fault geonetries,
and their orientation to determ ne how nuch of a
pressure increase at the center of these features
woul d be required to i nduce notion.

I n general, the features that have been
identified in the area of the Salt Creek AG well are
nearly vertical to steeply dipping features that
generally strike northwest to southeast. And the two
-- taking a ook at the two tables to the right, we
summari ze the nodel input paranmeters that we utilized
for the fault slip probability assessnent, as well as
all of the wells and specific key details about those
wel | s and their operation.

In our sinulations, to assure the results of
t hose simulations are conservative, all of the wells
were sinul ated assum ng they would inject at their
maxi num daily rate day in and day out.

Q What conditions were required to induce
fault slip?

A So as | nentioned in the previous slide,
frominformation and details about |ocal stress
conditions and fault geonetries, the first step that

the FSP nodel takes is utilizing those paraneters and
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determ ni ng what pressure increase, in psi, would be
required to induce notion along those features.

And as shown in this table, or for the Salt Creek
AG Well Induced Seismcity Assessnent, this table
shows those nodel -cal cul ated pressures for the six
fault segnents in the project area.

These subsurface features -- and maybe it's --
subsurface features in this area striking northwest
are not aligned with directions of maxi num hori zont al
stress, and so it nmakes sense that these pressures are
in the -- as you can see, ranging from 1960 psi
upwar ds of 2350 psi.

The segnent 5, as shown in the previous nmap,
exhibits the | owest core pressure increase required to
i nduce slip, but ultimately, it's anticipated that
this threshold is still significantly higher than what
the current makeup of injection wells in the area

woul d produce.

Q Can you tal k about the sinulation results?
A Yes. So the next step in the nodel, or
using the fault slip potential nodel, is to conduct a

hydr ol ogi ¢ sinmulati on where the operation of those
wells in the project area is sinmulated in order to
predi ct what type of pressure influence they wl|

have. And the results of that hydrol ogic nodel are
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shown in the various panels, A and B in this slide,
slide 21.

And after 30 years of sinulated injection, the
fault slip potential nodel estimates for pressure
I ncrease along the m dpoint of faults ranges between
44 and 93 psi. Each of those fault segnents, the
pressure conditions at their mdpoints is shown in the
six trends in panel B, and then ultimately, the
pressure map i s shown in panel A

In general, the results of the hydrol ogi c nodel
and their conparison to the pressures required to
I nduce slip, the injection of these six wells as
permtted in this conservative sinulation of them
operating at their maxi num pressures; ultimtely, what
t he nodel predicts as being the actual pressure
i ncrease falls significantly short of what the
geonechani cs of this nodel determ nation would suggest
woul d be required to induce slinp.

These results, ranging from-- sorry, it's on the
next slide. From about 44 psi to 94 represents about
two to four percent of the pressure required to induce
slip.

And so in this slide, we see another view of the
results. We see in panel A, the nodel's predicted

fault slip probability. Because of the m ninal
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I ncrease that the nodel predicts along each fault, and
the significantly higher core pressure increases
required to induce slip, naturally, the nodel predicts
zero probability for the six fault segnents that were
nodel ed.

In panel B, to the right, we see kind of an
aerial view that summarizes the |ocation of the two
faults, represented by six fault segnents, the FSP
nodel 's prediction of pressure increase follow ng
I njection by these SWD and AG wells, and then the
| ocati on of those wells in map vi ew.

And just to summarize that, the results of this
slide and the prior slide, the nodel under these
conditions and for these features which have been
i dentified does not predict any probability of slip
for the injection scenario sinmulated, and it is
antici pated that operation of Salt Creek's AG@ nunber
one well as proposed does not represent an increased
risk for injection-induced seismc events.

Q This is slide 23. Can you describe the
relationship of the AG nunber one to seismc events
-- fault areas?

A That's correct. And here we take kind of
the results of those -- making sure we have an

under st andi ng that those results are reasonable. So
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kind of the next appropriate step is to look into the
area with respect to historic seismc events, and al so
with respect to the Division's seismc response areas,
whi ch have been defined based on areas of significant
or increased seismc activity.

So in the map, we show the location of the AG
number one well, in township 26 south, range 36 east,
ki nd of towards the base of that map. The NMOCD s
I nduced seismcity response areas are shown by the
gray polygons -- circular polygons.

So we can see that the Salt Creek AG facility
and wells are located at a pretty significant distance
fromthose areas in which seismc events have been of
concern and response protocols are expected in
response to qualifying seismc events.

Additionally, we have plotted on this map the
United States Geol ogi cal Survey records of earthquakes
from 1973 to the present, so we can see that not only
does the AG@ nunber one | ocation and the Salt Creek
facility not exist -- or is not |ocated near areas of
probl ematic or near the seism c response areas, but
al so does not exhibit any history of repeated seismc
events.

Q And what did you conclude as the result of

your fault slip anal ysis?

Page 131

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



© 00 N oo o b~ wWw N

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

A That based on the current authorized or
active Del aware Mountain Goup injection operations in
the area, and the results of our investigation of
faults in the area, that the operation of those wells
as proposed and as permtted will not produce induced
seism c events or elevate the risk for induced seismc
events in this area.

Q Let's | ook at slide 24, which tal ks about
the area of review. Did you update the area of review
for this well?

A W did. We did. W updated the area of
review -- or reinvestigated the area of reviewto
under st and operations in the area, to identify new
operators, or new interested parties who nmay not have
been contacted in the original application or notified
in the original application, as they were not
I nterested parties.

And this map summarizes kind of the one-mle area
of review for the Salt Creek AG@ nunber one |ocation
that is proposed. Wthin that one-ml|e space, there
are 58 wells, 22 of which are active, 14 are
permtted, and 22 are plugged. This area is generally
characterized new producti on by Bone Springs and
Wl f canp Pl ays, which underlie the approved Del aware

Mountain Group injection zone, but the area does have
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some margi nal handful shallower -- marginal production
fromshall ow wells.
Wthin the area of review and shown by the red

arrows on the map, there are seven wells that

penetrate the Del aware Mountain Group with -- and
| ooking at the map key there, you'll see that many of
these are -- that are denoted by the red arrows are

Bone Springs or Wl fcanp production, underlying the
Del awar e Mountai n G oup.

Q And have you revi ewed Aneredev's pre-hearing
st at enment ?

A | have.

Q And have additional producing wells been
permtted in the area of review since Salt Creek's
application was initially heard?

A Yes. There are additional Bone Springs and
Wbl fcanp permts that have been approved -- | can't
point to them And we can discuss them So
generally, a |lot of the oil new shown in this map, nmay
of those are new permts for producing wells in the
area, Wwth the exception of the cluster to the
sout hwest corner of section 21, and then sone of those
just across the section line in section 27.

Q In your opinion, will the proposed AG well

have any inpact on wells within this area of review
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that penetrate the injection interval?

A So fromwork we've conpleted in the past
with respect to these proposed operations being --
well, that were included in the original C108
application, you know, part of that investigation
I nvol ved runni ng sonme vol umetric nodeling based on the
proposed operation of this well and our understanding
of the reservoir properties in this area.

And | ooki ng back on those results, it doesn't --
those results are not indicative of the AG plune
i nteracting or encountering the vertical portions of
t he wel | bores of these underlying Bone Springs and
Wol f canp producers. Additionally, the Comm ssion's
prior requirenments to transition this to a redundant
well wll also mnimze the amount of volunme that goes
into this well.

And so, when conbined with the original results
for 30 years of operation of this well not

encountering adjacent well bores, conbined with the

fact that a second redundant Devonian well wll be --
or a second Devonian well wll be installed and the
transition of this operation to a redundant -- | don't

believe that it poses any risk.
Q And has Salt Creek agreed to conply with

OCD' s permt conditions?
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A Yes. Wth respect to their proposed permt
conditions in this case, yes. Absolutely.

Q And will those permt conditions also help
ensure that there is not a detrinental inpact to
surroundi ng wel | s?

A They will.

Q Can you al so respond to Aneredev's concerns
regardi ng the Capitan Reef?

A Yes. And so, again, one of the original
condi tions of approval for this well required that a
significant anount, no |l ess than 500 feet, of vertical
separati on be maintained between the top injection
perforation in the well and the bas of the Capitan
Reef or reef-equival ent strata.

And so, when drilling the original AG@ nunber one
well, prior to having to plug and abandon those
wel | bores, the well was drilled to total depth, and
Salt Creek and OCD di scussed the results of those | ogs
to identify those critical intervals; where the base
of the Capitan Reef is, where the first perforation
could be; and so we think that those conditions of
approval will maintain protection of the Capitan Reef,
as well as intervals of |ow porosity, |ow
pernmeability, that we observed in the | ower section of

t he Capitan Reef, which we believe represent four reef
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strata -- four reef sedinments that are generally | ow
pernmeability and | ow porosity.

Q And based on your experience and
under standi ng, has the initial well been appropriately
pl ugged?

A Yes, | believe it has. And -- the original
wel | bore and the sidetrack well bore. These operations
were conpl eted, you know, with the input of the
Di vi sion, you know, these plugging operations utilized
corrosion-resistant slurries that were appropriate for
this and appropriate for isolating the Del aware
Mountain Group injection reservoir, where, you know,
corrosive conditions may devel op.

And t hese operations were conpleted, you know, to

provi de as nuch coverage behind and within -- behind
casing in the well, as well as in the wellbore. So
yes, | believe they are adequate.

Q And will the plugging of the initial wel
and the side track ensure that there is not
conmuni cati on between the injection interval and the
Capi tan Reef from those wells?

A Yes.

Q Look at slide 25. Did you al so update the
| and and surface ownership information?

A Yes, in addition to re-evaluating oil and
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gas operations and injection operations in the project
area, Salt Creek and through work conpleted by the
Schoeffl er Energy Group, re-evaluated Lea County | and
records to nmake sure all surface owners and interested
parties were identified such that they could be

provi ded notice and copi es of the application, notice
of heari ng.

In the map, we show, utilizing polygons, the --
within the one-mle area of review, state and private
| ands where operators and | eases -- or federal and
state |l eases are located. And then in the formal C101
application, for which these slides are representing,
all of the notification docunents and proofs of
deliveries -- well, the notification docunents are
i ncluded in the C108 application. Drafts of those,
and then the proof of delivery have been submtted for
exhi bits today.

Q And let's | ook at those exhibits for a
nmoment. Are those docunents included in Exhibit D?

(Salt Creek Exhibit D was marked for
I dentification.)

A Yes, they are.

Q And does Exhibit D include the notice
exhi bits for both of these cases?

A Yes, they appear to.
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Q Based on those exhibits, was notice provided
to all affected parties?

A Yes.

Q Ckay. Let's look next at slide 26. Can you

pl ease summari ze Salt Creek's anmendnent application?

A Yes. so the anendnent application -- or,
despite challenges in drilling AG nunber one, Salt
Creek maintains that utilization of an AG well to

di spose of their waste acid gases remains the best

handl i ng nethod -- remains the best solution for their
facility.

Summari zing the attenpts to drill the well,
drilling operations began in October 2022; however,

subsurface conditions by way of |lost circul ati on and
wel | bore instability resulted in the need to plug and
abandon the original well |ocation.

Subsequently, these conditions persisted in
attenpts to sidetrack the wellbore, and ultimtely
resulted in the need to plug and abandon totally that
surface | ocation. To address these subsurface issues
and ensure Salt Creek can successfully drill the AG
nunber one well, we are proposing utilization of two
addi ti onal casing strings to physically isolate those
wel | bore instability intervals, as well as the | ost

circul ati on zones.
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Thi s change, by providing physical isolation of
these intervals, allowing one problemat a tine to be
handl ed, will significantly inprove Salt Creek's
ability todrill this well successfully. As we do
need to mai ntain appropriate distance fromthe plugged
well, we also are -- Salt Creek proposes to relocate
the AGl well to a new | ocation, about 120 feet to the
sout heast, where it will remain centralized to rel ated
acid gas injection operations |ike conpression,
process units, and mnim ze flow ng of high-pressure
acid gas across the facility.

In planning to drill and conplete AG nunber one,
as we had discussed before, Salt Creek has remai ned
conpliant froma regul atory perspective, and the
conditions of approval and fornmer -- in the prior
Conmmi ssi on orders.

As we discussed in the previous slide, Salt Creek
has al so re-evaluated the AG well area of review wth
respect to the anended surface location. This
i ncl udes eval uation of the wells that are in place,
whi ch are approved, and then have al so re-eval uated
| and records to ensure all interested parties have
been identified and provided notice of the hearing and
noti ce of the application.

And al so, re-evaluated induced seismcity risk in
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the area, based on the current |andscape of injection
operations in the Del aware Mountain G oup. The
results of these additional induced seismcity
assessnents confirmthe findings of the original
application, in that the faults and subsurface
features in this area do not pose in increased risk
for injection-induced slip, based on the injection
sinmul ati on presented, which includes saltwater

di sposal wells as well as the proposed AG well.

Q This is slide 28. Can you please sunmari ze
Salt Creek's request of the Conm ssion?

A Yeah. And so Salt Creek specifically
requests anmendnent of the NMOCC order R-20913 in order
to provide themthe ability to successfully drill and
conplete the Salt Creek AG 1 well. The first
specific request is approval to redesign the -- to
revise the well design to incorporate two additional
casing strings, which will physically isolate the
i ntervals of borehole instability and | ost circulation
t hat were encountered.

Salt Creek also requests approval to relocate the
AG nunber one well to a new surface |ocation within

the existing plant property. To preserve regulatory

records, this new location will be -- a new Cl101
application for permt to drill will be submtted to
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assign a new APl nunber and generate a new well file.

This location will also allow the operations and
the design of the surface facility to continue to
allow for safe AG@ operations on the facility.

And finally, Salt Creek is requesting approval to
the deadline to commence injection through AG 1 until
24 months fromthe approval date of this application,
which will allow themsufficient tinme to acquire the
necessary AG materials, conduct drilling and
conpl etion, and commercialize the facility.

Q In your opinion, will granting Salt Creek's
application protect correlative rights, prevent waste,
and protect human health and the environnent?

A | do.

M5. HARDY: | have no further questions
for M. White. | would nove the adm ssion of Salt
Creek Exhibit D, including exhibits D1 through D3.

CHAl RMAN FUGE: Any objections?

UNI DENTI FI ED SPEAKER: No obj ecti ons.

CHAI RMAN FUGE: Exhibits are admtted.

M. Tremaine, do you have cross?

(Salt Creek Exhibit D was received into

evi dence.)

MR. TREMAINE: | do not.

CHAI RMAN FUGE: And Ms. Bennett, with
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respect to Aneredev -- do you have any questions for
the w tness?

MS. BENNETT: No, | do not.

CHAI RMAN FUGE: Conmi ssi oner Anponah,
Comm ssi oner Bl oom any questions?

COWM SSI ONER BLOOM M. Chair, no
guestions at this tine.

CHAI RMVAN FUGE: Ckay.

COW SSI ONER AMPOMAH:  Yeah, | do have
multiple. So the first question -- what of the --
assessnment that was done on the well -- that was not

successful ?

UNI DENTI FI ED SPEAKER: |'m sorry.
can't hear Dr. Anmpomah again. |'m so sorry.
M. Chair?

CHAI RVAN FUGE: -- look at it.

COWM SSI ONER AMPOMAH:  |'s that better?
UNI DENTI FI ED SPEAKER: Sounds good.
Yeah. Just keep talking |loudly. Thank you,

Dr. Anpomah.

COW SSI ONER AMPOMAH:  So | ' m nore
concerned, you know, about -- drilling beneath the new
| ocation is successful. Right. So the question is,

what ki nds of assessnment have you done to make sure

that that issue is not encountered again?
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THE WTNESS: Well, | nean, the -- with
respect to drilling the well, there was really only
the opportunity to drill or to collect through-bit
geophysical logs and the nud logs. And so
ultimately, those, you know, down-hol e neasurenents
were, you know, |ed us to |ooking at, "Okay, here's

what caliper logs look like," here's what we were

experiencing in loss zones and materials that were

becom ng problematic and sticking off -- packing off
the drill string from above, so the geophysical |ogs
and ultimately, drilling the well, and the conditions

experienced is, you know. Has resulted in the
decision to isolate those through casing.

COW SSI ONER AMPOMAH:  So |'m
under st andi ng that you did analysis |ooking at -- | ost
fromthe nearby wells, in divining this particular
well? O is data that you going to collect fromthis

particular well?

UNI DENTI FI ED SPEAKER: | didn't catch
t hat --

THE WTNESS: |'msorry, say again?

COW SSI ONER AMPOVAH:  WWen | tal k
about the -- analysis, | nean did you | ook at

consistent wells in that area and then | ook at the

well -- the rocks that are below, did you actually
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perform |ike, sonething like -- what was -- anal ysis?
To see what -- what should be -- you know, how should
we drill this well to avoid facing the same probl ens

t hat you had --7?

THE WTNESS: Well, so, the -- in
drilling the well, there was a nud program devel oped
with respect to -- or with service providers, nud
service providers. Wth respect to prior to drilling
this well, the wells were certainly evaluated wth

respect to those penetrating the Del aware Mountain
Group. But ultimately, those didn't -- we relied on
the input from nud conpani es, nud engi neers whomdri |
in this area to design the nud program

COW SSI ONER AMPOMAH: So are you
saying that the problemthat you encountered was first
of its kind? Like no one has drilled in this area
t hat encountered sim |l ar problens?

THE WTNESS: Well, | don't know if |
would say it's new, but I think it's -- in this
particular |ocation, it was sonmething where fluids
were being lost in the |ower section and sticking was
occurring from above. Based on what we see in terns
of the way the caliper |og |ooked.

COWM SSI ONER AMPOMAH:  So then the

question that we can ask wll be, what -- you know.
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So what | essons did we learn from-- well in such a

way that the new -- actually go though, because, |iKke,
120 feet, | don't see howit's going to really dril
this well successfully. You are -- to really

under st and what - -

THE WTNESS: And | agree. | think we
expect that those hazards we encountered will still be
there at a |ocation 120 feet. But ultimtely, and

that is the notivation for the design request.
Dealing with themis isolating them

COWM SSI ONER AMPOMAH:  So you' ve done a
great job on the new design, where you have two
I nternedi ate pieces. Wichis -- so you really need
-- but what about formation? Do you feel that
application's really a quick release, |ike where you
can successfully store acid gas w thout any conprom se
of the -- or rest of the formation?

THE W TNESS: So yeah. Based on --
after drilling this well, we expect that -- and in the
original application in 2019 and 2020, we expect that,
you know, the reservoir displays characteristics
suitable for that, both in terns of storage as well as
t he observation of what we see as four reef type, |ow
porosity, low perneability sedinments that can contain

aci d gas.
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The hazardous intervals that we
encountered overlie those sections and the Ressler
[ ph] formati on where we saw wash out, wellbore
instability, and the interval of the Capitan Reef.
Those hazardous zones that we saw were -- are
significantly separated fromthe Del aware Mountai n
Group injection zone, which we anticipate the top
perforation being at about 5500 feet.

COW SSI ONER AMPOMAH:  So you' re sayi ng
that there is enough separation so -- in terns of
where you encountered these problenms -- interval?

THE W TNESS: So the interval of what
we presune to be well bore instability was begi nning
ri ght under the surface casing in the Ressler [ph]
formati on, at about 2100 feet. Caliper |ogs kind of
seened to indicate a couple hundred feet of pretty
significant issue there. The base of the Capitan Reef
with -- that we identified and NMODC Ul C staff --
actually, let nme back up.

We identified and OCD concurred that
the base of the Capitan Reef sedinments were at 5,008
feet. And both OCD, Salt Creek, and CGeol ex agreed
that the top perf would be no shallower than 5580. So
there is -- we see separation. That is what OCD and

Geol ex and Salt Creek agree the separation should be,
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and that we also see at the base of the Capitan Reef,
t hat being characterized by |ow perneability, |ow
porosity four reef. So that seens significant
separation suitable for contai nnent.

COW SSI ONER AMPOMAH:  So then -- is
that you've done the analysis to be really confident

t hat even though we're having these problens in the --

we still have a containnment, and then also we -- to
prevent the gas -- respective worry -- problens that
have been encountered drilling the well.

THE WTNESS: Wth the separation we
see fromwhere | osses and wel |l bore instability --
where those -- with the vertical separation we see, we
believe it's appropriate.

COW SSI ONER AMPOMAH:  So let's talk a
little bit nore about --. So you said that you
reviewed. So | just want to be clear on this, did you
review or interpret seismc -- to get at faults?

THE W TNESS: We viewed seism c survey
dat a.

COW SSI ONER AMPOMAH:  But - -

THE WTNESS: W interpreted faults
fromthat view ng.

COW SSI ONER AMPOVAH:  So then, let ne

ask you: What nmechanismdid you use in -- these
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faults? Like what -- use in the interpreting of the
faults?

THE WTNESS: | was -- | nmean, it was
observed offset in seismc data.

COW SSI ONER AMPOMAH: Can you clarify
t hat ?

THE W TNESS: We were viewing seismc
survey data, and in evaluating the area, observed
visible offset in seismc --

COW SSI ONER AMPOMAH:  Ckay.  Okay.
Okay. Were these | ocuses well | ogged?

THE W TNESS: So the -- where these
features were observed was, you know, three mles to
t he east and northeast of the project area. So |
don't recall seeing it in well logs or, you know,
being clearly identified in structural mapping.

COWM SSI ONER AMPOMAH:  Let's talk a
little bit about the causative analysis that you did.
Looki ng at the paranmeters that you studi ed, what was
the mnimumresult of stress that was utilized?

THE WTNESS: So with the Stanford
fault slip probability nodel, in lieu of inputting
numeri c horizontal stresses, you can also utilize the
AC paraneter which characterizes it, and the

devel opers of that slip potential npdel have worked
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the Perman Basin in order to informwhat AC
paranmeters are appropriate for characterizing the
state of stress in different portions. So for this
one, the AC paraneter utilized was .6.

COW SSI ONER AMPOMAH:  And i s that

equal, nore or less, to the fracture pressure gradient

to you?

THE W TNESS: No.

COW SSI ONER AMPOVAH: Or do we | ook at
the -- pressure? In this area?

THE WTNESS: Well, | nmean, it can
vary. | mean, in the Del aware Mountain G oup, it can
be pretty -- we've seen it in wells we've drilled to

the south be pretty high, and we've seen it in wells
in which it's |ower.
COW SSI ONER AMPOVAH:  Wel |, then,
t hose subm ssions -- that you did, but actua
numeri cal observation to |ook at the plume. So | saw

that you used one-mle radius for your area of review.

Right? But -- actually be able to know the inpact of
the plume unless the plume -- the pressure build up
and all of that -- definite nunmerical observation

shoul d be utili zed.
And that can nbre -- establish a

basel ine for your five-year review --
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THE W TNESS: That's correct, and |
think -- | mean, ultimtely, one of the things to note
is this is, you know, has an approved order from 2020
I n which the expectations for what we do now in new
AG well applications were not the sane. And
certainly, you know, that was one of the reasons for
focusing on -- or making sure we reach out to OCD
prior to preparing this amendnent and abbrevi at ed
application, so that those -- what is expected is
provi ded.

COW SSI ONER AMPOMAH:  So now and t hen,
now | get it. | get that, clearly. So then, what
I nformation are we going to get fromthis particular
well? -- Are we going to get any core data to al so
have with related -- experinments to be able to --
calibrate our nodels that we attenpt to do in the
future?

THE WTNESS: Yes. So in the approval
of the original well, you know, the plan as described
in the C108 was to conduct and collect all of the data
that we typically do for AG wells that we typically
are requested for by the OCD and the conm ssi oners.

So the -- we would expect that a revised | ocation
woul d i nclude those things, such as SM | o0gs or

collection of sidewall cores, things |Iike that that
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are typical of AG@ approvals.

COWM SSI ONER AMPOMAH:  So ny | ast

guestion will be on the --. So -- do you believe that
If OCD continues to give permts in this -- which

Is -- injection of acid gas into this formation is
going to be very difficult to drill through those
formations to get -- which should be nore -- aquifer
that we should -- now.

THE WTNESS: Well, certainly, | mean
-- certainly if production is going to be continued,
or if production operations are going to continue to
develop in this area, then yes, that is an issue.
Utimtely, the agency has authorized this interval
for acid gas injection, and would be a problemthat |
don't think is specific only to this project, but, you
know, there are other shall ow operations which woul d
be simlarly needing to address these types of
guesti ons.

COWM SSI ONER AMPOMAH:  Thank vyou,
M. Chair.

CHAI RMAN FUGE: No questions from ne.
Any questions, Ms. Hardy?

M5. HARDY: No, thank you.

CHAI RMAN FUGE: |'mgoing to give a
five-m nute break. -- for a five-m nute break. W'|
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wait a mnute. |I'mgoing to give a five-m nute break
just to get sone nore water and go, and then we'l
proceed with OCD s information. So that neans a
return at 1:15. Thank you.

THE REPORTER: Thank you.

(OFf the record.)

CHAI RMAN FUGE: Sorry for the record,
we were nuted. We are ready to resune. M. Trennine
for the OCD presenting.

Turn it over to you.

MR. TREMAI NE: Thank you, M. Chair and
conmm ssioners. Salt Creek just provided a very
substanti al background, including many of the points
of discussion that OCD engaged in with the operator.
So ultimately, OCD determ ned and you will hear today
that OCD feels that the application as revised with
t he recommended conditions of approval that the
Division is recommendi ng i s adequat e.

So I'"'mgoing to nove pretty quickly
t hrough, really, a sunmary assessnent of OCD s
I nvol vement through the testinony of M. Gebrem chael,
but by all neans, if there's any questions about that,
| don't nmean to inply this to be cursory, just --
we're going to | ook through this pretty quickly. And

don't have any particular technical points which OCD
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IS contesting.

So | would call OCD s witness, MIIlion
Gebrem chael .

CHAI RMAN FUGE: Since M. Gebrem chael
was sworn in in an earlier proceeding today, |'m not
going to have the court reporter swear himin again.

MR. TREMAI NE: Thank you.

VWHEREUPOQON,
M LLI ON GEBREM CHAEL,
called as a witness, and having been previously sworn
to tell the truth, the whole truth, and nothi ng but
the truth, was exam ned and testified as foll ows:
EXAM NATI ON
BY MR, TREMAI NE:

Q MIlion, will you please state your nane for
the record?

A MI11lion Gebrem chael .

Q And rem nd the Comm ssion, where do you
wor k?

A | work for the Energy, Mnerals, and Natural
Resource departnent as a part of the group responsible
for the oversight of the underground injection control
program for the O Conservation Division.

Q And what is your position title within that

group?
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A Pet r ol eum Speci al i st Advanced in the
Under ground I njection Control group.

Q And coul d you pl ease provide a brief summary
of your job responsibilities?

A Yes. | review technical aspects of UC
permts, provide recomendations to district offices
regarding U C wells, and provide input and process
desi gn and rul emaki ng.

Q And have you ever testified before the Q|
Conservati on Comm ssi on?

A Not until earlier today.

Q And in that hearing earlier today, is it
true that you were recognized as an expert in the

field of petrol eum engi neering and underground

I njection?
A Yes.
Q And have you prepared a curriculumvitae in

preparation for this hearing?
A Yes. It's OCD Exhibit Number 2.
Q And again, for the record, could you just
briefly summari ze your --
CHAI RMAN FUGE: M. Trenmi ne, because
he did testify earlier today, aside from any objection
-- recogni ze M. Cebrem chael as an expert in

petrol eum engi neeri ng.
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MS5. HARDY: No objection.
CHAI RVAN FUGE: Ckay.
MR. TREMAI NE: Excellent. Thank you.
THE W TNESS: Thank you.
BY MR, TREMAI NE:

Q Moving on. M. Gebrem chael, have you
reviewed Salt Creek's anended application?

A Yes.

Q And when you are review ng applications for
I njection and in particular, acid gas injection wells,
can you please briefly outline for the Conm ssion what
standard of review you apply when eval uating those
applications? What things are you | ooking for?

A I s your question any opinion on the
application, or what are the criterias that we're
| ooki ng for?

Q When you review applications for such AG,
do you review the application for terns, "necessary to
prevent waste"?

A Yes.

Q And how about the protection of correlative
rights? Do you review applications for the protection
of correlative rights?

A Yes. Prevent waste and -- so it doesn't

I npair any correlative rights and then prevent any
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damage to the environnment and health.

Q Thank you. And so in terns of -- with that
background of your review and assessnent of the
application, could you please outline for the
Comm ssi on your opinion of Salt Creek's anended
application?

A Yes. As David White of Geol ex extensively
descri bed, Salt Creek has unsuccessfully attenpted to
drill into the sanme |ocation, which is 120 feet
surface | ocation away fromthe current well |ocation.
It has gathered enough information to mtigate the
| ssues encountered during the well construction of now
pl ugged and abandoned wel | .

OCD believes that Salt Creek new well design w ||
mnimze the issues encountered. Those issues are, as
t hey were described, both, you know, borehole
instability and | oss of circulations. They could
reduce the risk if not totally elimnate them

Q Did OCD have any concerns with the anended
application and the proposed | ocation and depth of the
AG wel | ?

A Yes. G ven the reoccurring drilling issues
and then the possibility of inpairing correlative
rights, and then fresh water sources, OCD has a

general reservation using DMG formation for disposal.
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However, OCD believes that with proper well
design, the borehole instability and severe | oss of
circulation in the Capitan Reef could be mtigated and
t hen DMG coul d be used for disposal with the speci al
conditions in place. And then those conditions are
exhi bited in Exhibit nunber 1.

Q Right. And, M. Gebrem chael, has OCD and
Salt Creek agreed to inplenentation of those
conditions you referenced to ensure conpliance wth
your standards of review?

A Yes.

Q And you referenced you have prepared Exhibit
1, listing those conditions; is that correct?

A Yes.

Q And then could you briefly, just very
briefly, sunmarize the conditions for the Conm ssion
and whet her or not they have been adopted by the
Comm ssion in the past?

A Wel |, those conditions are adopted by the
Comm ssion in the past. The conditions, they are the
OCD s standard conditions for approval of all AG
wells. So those conditions are specifically tailored
for AGl wells in the state.

MR. TREMAINE: M. Chair, | would nove

adm ssion of OCD Exhibit 1 at this tine.
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CHAI RMAN FUGE: Any objections?

M5. HARDY: No objections.

CHAI RMAN FUGE: Adnitted.

MR. TREMAINE: And if the Conm ssion
w shes, we can place it on the screen, but | believe
everyone in attendance is famliar with the
Comm ssion. | do anticipate a question as to the
manner i n which, and which conditions kind of nopve
t hrough the various orders, so if you'll permt for a
second, I'd like to note where the conditions have
occurred in the order history.

Because if you | ook at 20913-D, |
believe that the indication in that order is that al
prior conditions sinply carry over, and if you | ook at
the Exhibit 1, OCD Exhibit 1, you will note that those
conditions actually exist in 20913-C, beginning at
order paragraph nunber nine. And so they're
essentially listed in the previous order, and inputed
t hrough that reference in 20913-D.

So OCD, in terns of the conditions, is
really not asking for any substantive change; however,
| would note that with the updated tenpl ate here,
there are sone slight wordi ng changes, so ny
recommendati on would be, if the Conm ssion does accept

t hese conditions and apply them to sinply reiterate
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from-- as the Comm ssion terns it appropriate, from
the Exhibit with those recomended | anguage changes,
but there are not substantive changes from 20913-D.
So | hope that helps clarify that history.

BY MR, TREMAI NE:

Q M. Gebrem chael, ny |ast question for you
is that in your opinion, will the conditions outlined
in OCD Exhibit 1, in addition to Salt Creek's revised
pl an, provi de adequate assurance that the proposed
well will not cause waste or harmcorrel ative rights,

in addition to protecting public health and the

envi ronnment, including underground sources of drinking
wat er ?
A Yes.

MR. TREMAI NE: Thank you. No further
guesti ons.

CHAI RMVAN FUGE: Any cross?

M5. HARDY: No, | don't have any
guesti ons.

CHAI RMAN FUGE: Conm ssi oners, any
questions for the OCD w t ness?

COWM SSI ONER AMPOMAH: A qui ck one.

COWM SSI ONER BLOOM  No, M. Chair.

COW SSI ONER AMPOMAH: So | do have a

quick one. | just want to ask, based on the -- from
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this particular well that have been bl ocked, will the
NMOCD consi der conducting well bore -- analysis to --
reviews of each risk in the future?

THE W TNESS: Can you repeat the
gquesti on?

COW SSI ONER AMPOMAH:  Can you hear nme?

THE W TNESS: Now | can hear you, sir.

COW SSI ONER AMPOMAH: Okay. So I'm
just saying, nmy question is that with the | essons that
have been | earned fromthe well that was just blocked
by --, I"'masking if NMOCD is going to consider a
wel | bore -- analysis as part of sonme of these
applications, to review sone of these risks in the
future.

THE WTNESS: Yes. W did have this
di scussion with the Geolex, with M. David, what it
cones to -- the DM5 you can only mnimze the risks,
you can not totally elimnate them But what we
suggested is probably utilize the new technol ogi es
call ed the -- managed pressure drilling, MPD.

OCD bel i eves that overbal ance of
drilling is as much of a culprit for |oss of

circulation as the unconsolidated formati ons as wel | .

So we suggested themto utilize MPD drilling and the
response we got fromthemis they will give it a
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seri ous consideration.

CHAI RVAN AMPOVAH:  Thank you.

THE W TNESS: Thank you, sir.

CHAI RMAN FUGE: No questions fromthe
Chair. And after speaking with Ameredev's counsel,
you have no affirmative evidence or witnesses to
present; correct?

M5. BENNETT: That's correct.

CHAI RMAN FUGE: Okay. Fellow
conm ssioners, do we need to go into closed session to
del i berate?

COWM SSI ONER BLOOM M. Chair, | don't
feel that we need a closed session to deliberate now.

CHAI RMAN FUGE: Ckay.

COWM SSI ONER AMPOMAH:  Yeah. And | do
feel that -- carry over. You know, froma -- order,
guess, should be straightforward,

CHAI RMAN FUGE: Ckay. So, |ooking at
the notion here, if I'"mscratching it out and going
back to the notes, and we're in case 23464, if the
notion for approval of an alternate design proposed by
Salt Creek Mdstream and an amendnment to 20913-D, and
an extension of the deadline to commence injection to
a date 24 nonths fromthe date of the anended order;

subject to the conditions proposed by OCD in their
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Exhibit 1, so | think there's a notion to make that
approval and then maybe this is all wapped up in one
as a result of that. |If that's the notion, to deny
the relief requested in 23294 because it's superseded
by the 24 nonths in 23464. Can | get a notion?
COW SSI ONER BLOOM M. Chair, | so

move.
COWM SSI ONER AMPOMAH:  Seconded.
CHAI RMAN FUGE: Seeing -- and | approve
the notion, so notion carries. The OCC wll issue an
order -- OCD staff directed and in directed Comm ssion

orders consistent with the words of the Conm ssion's
deci si on.

Thank you, everyone. W have no
pending litigation updates. Walking through the next
item on the agenda, any other business? Fromeither
comm ssioner? None fromthe Chair.

COW SSI ONER BLOOM  No, M. Chair.

CHAI RMAN FUGE: Qur next neeting wll

be June 8th. Notice will be going out. W do have

another relatively full docket, although that -- and
it will be in the sane |ocation, sane setup, sane
format. But there will be sone | essons | earned about

the AV. Appreciate everyone's patience with us

wor ki ng through it.
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And with that,

(VWher eupon, at

proceedi ng was concl uded.)

| adjourn the neeting.

3:31 p.m,

t he
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CERTI FI CATE OF DEPOSI TI ON OFFI CER

I, DANA FULTON, the officer before whomthe
foregoi ng proceedi ngs were taken, do hereby certify
that any wtness(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 said proceedings are a
true and accurate record to the best of nmy know edge,
skills, and ability; that | am neither counsel for,
related to, nor enployed by any of the parties to the
action in which this was taken; and, further, that |
amnot a relative or enpl oyee of any counsel or
attorney enployed by the parties hereto, nor
financially or otherwi se interested in the outcone of

this action.

08) e F ¢ fom

DANA FULTON
Notary Public in and for the

St ate of New Mexico

Page 164

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



© 00 N oo o b~ wWw N

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

CERTI FI CATE OF TRANSCRI BER

|, ANDREA HI NEGARDNER, do hereby certify
that this transcript was prepared fromthe digital
audi o recording of the foregoing proceeding, that said
transcript is a true and accurate record of the
proceedi ngs to the best of nmy know edge, skills, and
ability; that I amneither counsel for, related to,
nor enployed by any of the parties to the action in
which this was taken; and, further, that | amnot a
relative or enployee of any counsel or attorney
enpl oyed by the parties hereto, nor financially or

otherwi se interested in the outcome of this action.

Y
I o i
L

ANDREA HI NEGARDNER
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