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PROCEEDI NGS

MR. FUGE: Good afternoon, everyone.
It's the -- today is the July 13th nmeeting of the Q|
Conservation Conmm ssion and we're getting started at
noon, Mountain Standard Tinme. W do a quick rol
call. Conm ssi oner Bl oonf

MR. BLOOM  Present.

MR. FUGE: Conm ssioner Anponmah?

DR. AMPOVAH: Present.

MR. FUGE: Please let the record
reflect we have a quorum Me. The agenda for this
eveni ng was distributed in advance consistent with the
Open Meetings Act. Do we have any questions, coments
or additions, otherwise, can | get a notion to approve
t he agenda?

MR. BLOOM | so nove.

MR. FUGE: Let the record reflect the
agenda was approved unaninously. Simlarly, the
nmeeting for the July 8, 2023, nmeeting mnutes fromthe
July 8, 2023 neeting of the G| Conservation
Conmi ssion was -- were circulated in advance. Do you
my fellow conm ssioners have any edits or comments on
those m nutes? O herwise, can | get a neeting -- can
| get a notion to approve the m nutes?

MR. BLOOM Here, the neeting does | ook
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good and I nove to --

MR. FUGE: Let the record reflect the
neeting -- neeting mnutes were approved unani nously.
We're going to nove to the first itemon the agenda
today, which is Case No. 23580. |It's the application
of Wldearth Guardians in the matter of Proposed
Amendnment to the Conmmi ssion's Rules to Address
Perfl uoroal kyl and Pol yfl uoroal kyl Substances and
Their Use in the -- and Their Use in Ol and Gas
Extracti on.

The purpose of today's hearing and this
Is for folks in attendance and nenbers of the public,
Is to address the sole issues consistent with, and
that 19.15.3.8, as to whether the Conmm ssion should
decide to hold a hearing on the petition. It is not
to di scuss the substance of the petition or the nerits
one way or anot her.

| know we've had a nunber of parties
enter appearances in this case. | would ask themto
cone forward. The Comm ssion is going to offer
a -- would like just a brief explanation of the
petition to help us weigh the decision we need to
make. |'d |like to hear fromall parties who've
entered an appearance and consistent with prior

notices for it.
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We did -- the Conm ssion provided an
al l owmance for 30 m nutes for public coment. Again,
the -- the issue -- the question before is the narrow
one, whether to hold a hearing on the petition. Not ,
necessarily, the broader -- not the broader question
of the merits of this specific petition. So | would
invite folks to cone up, encourage you to project |ike
" m doing now, but the mcs there are live, both of
t hem

So please cone up and, five to ten
m nutes to just explain the petition, what it seeks to
do and then |'d like to hear fromthe other parties
who' ve entered an appearance in this matter. Go from
t here.

MR. NI CHOLS: M. Chairman, before we
begin -- okay --

MR. FUGE: Yeah. And the mc in front
of you, the -- that's down |ow, also works as well --

MR. NI CHOLS: Okay. Thank you.

Comm ssion, ny nane is Jereny Nichols. -- 1"l

be -- really appreciate you all -- background, as
well. Cbviously, -- reads that it -- it
is -- attorney -- we've got a few slides and -- and he

said the PDF for a mnute -- that that --
UNI DENTI FI ED SPEAKER: |'"'mgoing to
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turn on the -- maybe fol ks --

MR. NI CHOLS: --
UNI DENTI FI ED SPEAKER
dealing with that -- there is a sign-
back where the public could -- so if

UNI DENTI FI ED SPEAKER

so that begins --

Well, we're

up sheet in the
we sign --

Wel come -- enter

your access question or a neeting nunber foll owed
by -- enter your -- |ID nunber followed by the pound.
MR. FUGE: Yeah.
MR. NI CHOLS: Ckay.
MR. FUGE: -- the mc wll pick up but
that' Il --
MR. NI CHOLS: Should | nove this in the
m ddl e?
MR. FUGE: Yeabh.
MR. NI CHOLS: Okay. Here, |'11
catch -- okay, great. Thank you for that. Definitely

want to make sure everybody can hear

has to say. So, |'mnot going to get
details, obviously,
agrees that -- that there is a need f

into those details.

what everybody

into the

but we do hope the Commi ssi on

Or a process to

get

appl ication and set

| just,

And does grant the
a hearing date.

you know, briefly, just want to

go over, you know, why we have submtted this
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application and kind of what's the driver here. |
guess, first and forenost, | just want to enphasis
that we're here today because New Mexico is a | eader.
New Mexico is a | eader in confronting the use of
perfluoroal kyl and pol yfl uoroal kyl substances,

ot herwi se known as PFAS.

These forever chem cals are an
acknowl edged probl em by Governor M chelle Lujan
Gi sham and she has comm tted considerable state
resources toward addressing that problem She has
taken steps to ensure the federal governnment is
correct as properly regul ati ng PFAS and protecting
peopl e and comunities here in New Mexico.

She has primarily petitioned the EPA to
regul at e PFAS under the Resource Conservation and
Recovery Act, otherw se known as RCRA. Unfortunately,
there is an exenption in RCRA for oil and gas
expl oration, production and devel opnent waste that is
troubling. And it does appear that there is a
consi derable gap in federal oversight that the State
of New Mexico needs to be wary of and needs to do
sonet hi ng about.

Adding to that, the release of a report
earlier this year by Physicians for Soci al

Responsibility, this is in the record, as well, so you
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should all have access to it and we've -- we referred
to it in our application, which docunented that

i ndustry is, indeed, using PFAS in drilling and
hydraulic fracturing operations in the state.

We don't know the full extent,
unfortunately, because we don't have adequate
reporting requirenents in place. But we do have
docunentation that PFAS -- certain PFAS are being used
in certain situations. So we know that there is an
I ssue. This isn't a solution |ooking for a problem
There is a problemand there is -- federal oversight.
We know t hat sonething needs to be done.

And so, we decided to ask this
Comm ssion to take action to address the regul atory
gap. And what we suggested is a pretty straight-
forward approach. One, ban the use of PFAS by the oi
and gas industry, and two, establish stronger
reporting requirenents to ensure that that ban can be
enforced. And to also ensure that the division has
access to information, not only regardi ng PFAS but
regardi ng the use of potentially other harnful,
dangerous substances by the oil and gas industry.

VWhat we' ve suggested, and -- and of
course, to suggest to kick up the process,

was -- virtual connectivity interruption -- but we
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suggested ruling which -- that largely mrrors

| egi sl ation that was passed in Colorado. So we're
not -- we're not trying to reinvent anything. W're
not trying to make up stuff. We're trying to go off
what has worked in neighboring states that also are
deal i ng PFAS and oil and gas extraction activity.

And what we've suggested is two new
stand-al one regul atory provisions to deal with these
| ssues, to update the -- the reporting and the
di sclosure requirenments, and to expressly prohibit the
use of PFAS. It just seened cleaner to suggest two
new regul atory sections, so that's what we suggested
and -- and we have proposed rel ated anendnents to
existing rules to acconmmpdate the addition of those
two new regul atory secti ons.

So with that, I'mgoing to hand it over
to Timto just briefly discuss where we see the
authority for the conm ssion to act here.

MR. DAVIS: Thanks, Jereny. 1'd |like
to briefly talk about the Comm ssion's authority to
adopt the rule, but also address the -- the contents
of the petition. QO and Gas Act gives this
Comm ssi on authority, broad authority, to carry out
t he purposes of the Act. But specifically, in

70-2-12-B, there are provisions that allow this
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conmm ssion to nmake rules to regulate and produce water
and non-donestic ways to protect public health and the
environnment. So that is this conm ssion's authority
to adopt the rule.

And then the contents of the petition
conply with 19.15.3.8 NMAC, and you'll see in your
packet we have a proposed rule attached as Exhibit A,
we have a summary of the rule, and there's also an
Exhibit B which is the proposed | egal notice.

And just to reiterate what Jereny was
saying, we're here today to ask for a public process.
This is a public process that would allow the
conm ssion, the public and the parties to gain
I nformati on about this issue, and also help the
comm ssion to make a deci sion about this issue.

We urge to support the proposed
procedural order that M. Tremaine circulated to the
parties, and that is a procedural order that allows
all the parties to participate via video, in person,
it will allow for greater public participation. So we
ask that you do support that. And also, if you have
any questions, we're happy to answer those and we | ook
forward to participating further. Thank you.

MR. NICHOLS: And just to wap it up

and just to enphasis, you know, this is a waste issue
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and what this is aimng for is to ensure that PFAS
doesn't nake its way into the waste stream The best
way to do that is to nake sure it's not used in the
first place. So, pretty straight-forward approach and
we hope we'll have an opportunity to present nore
I nformation and testinony as part of this process.
Thank you.

MR. FUGE: Thank you both. [I'mwaiting
for the clerk to correct the -- party that -- in the

matter are the oil conservation division and NMOGA

|"d like you to -- the comm ssion would |ike to hear
fromoil -- oil conservation division next. And
pl ease, for those -- phone just state your nane.

MR. MOANDER: Chris Mbander on behal f
of OCD and with ne is Deputy Director Brandon Powel |l .
May | proceed, M. Commi ssioner or M. Chair?

MR. FUGE: Yes, please.

MR. MOANDER: OCD doesn't object to
proceeding forward with a rul emaki ng hearing as
to -- of Wldearth Guardian's petition in Case
No. 3 -- 23580. | think the main issue at this point,
because there's no objection fromthe division, is
it's going to be a question of the procedural order,
whi ch has been goi ng back and forth anpbngst both

the -- the two -- well, the one party that's entered
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Its appearance in the case, but additionally, there's
been di scussions with others who will alnost certainly
end up entering an appearance.

The -- the main issue that we're facing
here, | nmean, there -- there's sone objections as
W | dearth Guardi ans' counsel noted a few m nutes ago,
the main issue here is that in order to get this
rul emaki ng done in a way that's going to be efficient
and that's going to incorporate share stakehol der,
shar ehol der participation, this is going to require a
rul emaki ng to be set probably after the genera
session in 2024.

Ri ght now, as far as |I'm aware, |
haven't heard any objection to this particul ar date,
think this is the nost inportant of this procedural
order, is February 19th through the 23rd of 2024.

That woul d be the week follow ng the general session.
It's going to be inpossible, probably, to get every
bit of work done that's truly necessary for a

rul emaki ng for then or w thout nore work.

So one of the things I do want to touch
on -- touch on and you will see a copy of this order.
| apol ogi ze. Between nyself and M. Tremaine, we've
had sone issues cone up in the |ast few weeks that

have delayed this. So | -- | -- 1 ask for sone
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forgi veness and sonme | eeway on that. W need to set
this up -- procedural order up so we ensure that we
get the stakehol der conversation, that we give the
parties enough tine to engage in notion -- practice,
If that's -- if it's deenmed necessary.

And then there's the usual issues of
technical testinony and the unique rules that OCD has
with pre-hearing statements and the nature of that.
VWile I'"meager to get this order in and have
the -- the comm ssion accept it, | -- | think the two
mai n sticking points right now are the requirenent,
the -- the pitched requirenent, the requested
requi renment, that everybody attend in person, period.

| think we're closing in on a

resolution of that matter. | don't know that we're
there in agreenent yet. | nean, |'m happy to discuss
t he procedural order further, but | -- wthout

the -- the commi ssion having it in front of them --

UNI DENTI FI ED SPEAKER: Can -- can you
verify what you nean by having everyone --

MR. MOANDER: That woul d incl ude al
parties and all w tnesses. And so, there's been sone
concern from W |l dearth Guardians and -- and | -- |'m
suspecting, | could be corrected on this, that it has

to do with their constituents m ght have sone issues
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getting to or getting down to Sante Fe for a hearing,
t he rul emaki ng heari ng.

There also, | would expect, will be
techni cal expert-type testinony fromindividuals who
probably won't be | ocated geographically inside the
state of New Mexico. So and OCD s not take a position

on this either way. More advising the conm ssion that

t hese are issues that still have yet to be resol ved.
MR. FUGE: Well, | can speak to the
chair to these questions within -- revolution. The

OCC intends to be a hybrid body on chair. Consistent
wth the Open Meetings Act, conm ssioners will attend
I n person and forma quorum unless one of the
exceptions when they' |l be neeting back to five.

And while | appreciate that our current
setup is a little less than ideal because fornerly
Quarter Hall, now Pecos Hall it's still under
construction, | hope to have it built out by Cctober,
and it can be built out for a full virtual
presentation. And so, it will be a hybrid hearing.

MR. MOANDER: Thank you, M. Chair.

QG her than that, | -- I'mjust not -- oh, the other
i ssue is, there is sone -- the conmi ssion elects to
appoint a hearing officer, which will be at its

di scretion, and | know that's not before the
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conmm ssion today. This procedural order contenpl ates
that issue, as well.

There's been sone push-back and sone
di scussion on the role of a hearing officer. OCD s
position is we anticipate the conmm ssion woul d appoi nt
a hearing officer. So that way, the comm ssion can
observe, take notes and so on. So | -- |I'mkind
of -- I"'mkind of caught in a rock and a hard pl ace
here 'cause | think there's a little nore negotiation
t hat needs to be done before we can finalize this
procedural order.

But at the sane tinme, | do think it
woul d be appropriate for the conm ssion to consider
the February 19th through 2024 rul emaki ng date. And
with that, conm ssioners --

MR. FUGE: |s your testinmony, M.
Moander, that the February 19th through 23rd --

MR. MOANDER: Sir?

MR. FUGE: |'msorry. February 19th
t hrough 23rd -- they consent to state for the hearing
anongst the parties?

MR. MOANDER: That's ny understandi ng,
M. Chair.

MR. FUGE: Okay. M. Powell, do you

have any comments?
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MR. POWELL: | don't have any comments,
other than this is consistent with the public outreach
and -- that we've done with other rul emaki ngs and
bringing in expert witnesses to nmake sure we get the
best rule that we can, presented to the comm ssion.

MR. FUGE: Ckay. Thank you.

UNI DENTI FI ED SPEAKER: Thank you,

Conm ssioners. Appreciate it.

MR. FUGE: And it |looks like |I mssed
one party who entered an appearance before
the -- coment. M. Bennett entered an appearance on
behal f of EOG as well, but M. Feldewert, | believe
you.re here on behalf of NMOGA in connection with this
petition --

MR. FELDEWERT: Good norni ng.

MR. FUGE: Good norning.

MR. FELDEWERT: O afternoon, | should
say, M. Chair, nenbers of the comm ssion.

MULTI PLE SPEAKERS: Good norning.

MR. FELDEWERT: Exactly. M chael
Fel dewert with Santa Fe Office of Holland and Hart on
behal f of the New Mexico G| and Gas Association. On
the first issue before you, | really -- we don't have
a position. W're still digesting the proposal,

trying to get an understanding to the extent that PFAS
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IS an issue today in the conpletion operations in --
that are being done here in the state of New Mexico
and trying to exam ne and get an arns around what

W | dearth Guardi ans has provided in ternms of that
report to suggest that the industry is using PFAS
today. So, | don't have a comment on that.

| ssues, | did have concerns about the
pre-hearing order that was circulated. There were
really three points that | wanted to address. | don't
have a problemwith the timefrane. | think that makes
sense and all ows the stakehol der neetings that we
have -- that the conm ssion has traditionally had
recently. At least in the last ten years, whenever
there's mpjor rulemaking, | think there's sone -- |
woul d think that there's sone conmon ground that can
be reached between the parties and takeaway issues for
the comm ssion, right?

So | think a timeframe to have that
occur and then have a re-exam nation of what petition
I s necessary and an understanding at that point of
what the issues are that need to be addressed, | think
woul d be fruitful for the conm ssion. | canme prepared

today with our redlines of the proposed procedural

order that had been circulated. | can hand those out
to you. | can discuss that, it that would be hel pful.
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MR. FUGE: | hadn't -- the --
par agraph, | ook in advance on --

MR. NICHOLS: M. Chair, that -- |
circulated that to OCC counsel this norning, so
you -- the -- the -- may not have it yet.

MR. FUGE: Got it.

MR. NICHOLS: But it -- it is in there
somewher e.

MR. FELDEWERT: "1l look in ny cell,
conmm ssioners. | mght get that one question first.

NMOGA confortable with the old -- hearing as conposed

ri ght now?

MR. FUGE: Yes. Yes.

MR. FELDEVERT: In --

MR. NICHOLS: M. Chair, are you
confortable with -- open -- hearing the day after
the -- Monday after the session?

MR. FUGE: | nean, |'m already
obligated --

MR. NICHOLS: -- not -- not the
hearing -- going to be at a hearing as |I'm-- sessions

for a nmonth, but --
MR. FUGE: | was going to ask that
guestion that, is there magic to the 19th or could we

push a week later? ' Cause Conm ssioner Bloom
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does -- does ask a question if we're talking
about -- dates effective of -- disconfort or disquiet,
just as ny |l ooking out at it?

MR. BLOOM M. Chair, | nean, if we
requested a hearing in Septenber, because we feel |ike
this is an urgent issue that needs attention, we're
willing to go with the February 19th date. That, to
your point, we also want to be realistic and
reasonable. So if the comm ssion needs a week, |
don't think we'd oppose that.

MR. FUGE: Okay. |I'mgoing to let ny
fell ow conm ssi oners maybe answer his question there.
It sounds |ike we may be able to -- the potential date
I f we decided -- petition, but maybe just give the
parties sone nore tinme to hash out procedural order.
W -- we might even be able to do, if they conme in
with a consensus, just via emai|l and not even
necessarily have it, you know, bring us a final
procedural order by the next neeting or -- thought
process here -- proceed that way?

MR. BLOOM  \Whereas, | would agree with
that and I'm confortable -- week, so --

MR. FUGE: Okay. So | think we'll hold
onto redline, where?

UNI DENTI FI ED SPEAKER: So your -- your
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t hought process is we'd address that at the
next -- next commi ssion nmeeting?
MR. FUGE: On or before the next --
UNI DENTI FI ED SPEAKER: As needed.
MR. FUGE: As needed.
UNI DENTI FI ED SPEAKER: Ckay.
Under st and?

UNI DENTI FI ED SPEAKER: Al'l right.

MR. FUGE: If -- if -- we need on the
agenda, | -- | think there's an opportunity -- that
the comm ssion and the parties, and just -- and as
a -- here's our -- schedule and -- you know. It's

adopt ed.

UNI DENTI FI ED SPEAKER:  Under st and.

MR. FUGE: All right.

UNI DENTI FI ED SPEAKER: Thank you.

MR. FUGE: | believe, Ms. Bennett, |
under stand your stuck in traffic, but | understand
you' ve entered appearance on behalf of EOG Are you
in a position to speak freely?

Il wll circle back before we close this
out. As | said at the outset, and we're going to
provide 30 m nutes for public comment. | have a |i st
of folks who are in the room and | also have a |i st

of folks who are online. [|I'magoing to go through the
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folks in the room If you're in the room | would ask

you to conme up to the dais here, near -- near
the -- and speak.
The first person up, | apologize in

advance if | m spronounce anyone's nane, but Dougl as
Mei kIl ej ohn.

MR. MEI KLEJOHN: Thank you, M.

Chai rman and menbers of the conmm ssion. First of all,
you pronounced ny nanme exactly correctly. |
appreciate that. | represent Conversation Votes New
Mexi co. Conservation Votes urges you to hold a
hearing on this petition and commends you for the
decision to make it a hybrid hearing so that people
can participate even if they can't get to Sante Fe.

The resource that is nost at risk from
oil and gas operations is groundwater. And the
groundwater in this state is the source of drinking
water for a mpjority of the people in this state. And
so we urge that you take this petition seriously --

M5. BROWN. My nane is Ronmus -- Brown
and |"'mcalling to inquire about what you charge for
overni ght stays, weekly stays, that kind of thing? M
number is (720) 581-3134.

MR. MEIKLEJOHN: | don't think I'mthe

person to answer this.
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UNI DENTI FI ED SPEAKER: Have you ever --

MR. MElI KLEJOHN: Thank you very nuch.

MR. FUGE: Anita Lopez.

UNI DENTI FI ED SPEAKER: -- this nessage.

M5. LOPEZ: Hello, good norning. Good
af ternoon, Chairman and nmenbers of the comm ssion. M
name is Anita Lopez. I'mfromthe International
District in Al buquerque. |'mhere today as the
spokesperson for YUCCA, Youth United for Climte
Crisis Action. | amhere to speak on behal f of our
t housands of nenbers and supporters across the state,
and sone who are here today.

We stand in strong support of this
rul emaki ng -- rul emaki ng petition.

UNI DENTI FI ED SPEAKER: Awesone.

MS. LOPEZ: It is vital for the OCC to
ban the use of PFAS chemi cals and require
conpr ehensi ve chem cal disclosure fromindustry
operators. QO and gas takes a heavy toll on
frontline communities and workers. The very |east we
can do is protect those bearing the disproportionate
heal t h i npacts, and protect our precious water and
envi ronment by banning the use of PFAS cheni cal s and
requiring industry to reveal just what poison they are

rel easing into our environnment and our community.
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Conpani es responsi bl e for poisoning our
air, land and water nust be held accountable for the
envi ronnmental racismand injustice frontline
communi ti es and workers have been subjected to at
their hands in the interest of profit. Today we are
asking you to take the first step forward in
protecting our public health and limted water
resources by granting this petition a hearing as soon
as possible. Thank you.

MR. FUGE: -- Jam e Huerta

M5. HI MOTA [ph]: Hello. M nane is
Kayla Hinmota [ph] | am a nenber of YUCCA and Earth
Care. | am 19 years old and I'm a second-year student
at University of New Mexico. | am speaking in strong
support of the rul emaking petition. PFAS chem cals
are incredi bly dangerous. The report by
physician -- already -- and gas conpani es have used
PFAS in the New Mexico -- putting the state
groundwat er and drinking water at risk of -- virtual
connectivity interruption --

M5. HI MOTA [ph]: Should | start over?

MR. FUGE: Please. Yes.

MS. HI MOTA [ph]: Al right. GCkay.
Let's start again. M nane is Kayla Hinota [ph]. |

am 19 years old. | am a second-year student at
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Uni versity of New Mexico. | amhere with YUCCA and
Earth Care, and | am speaking in strong support of
this rul emaking petition. PFAS chem cals are
I ncredi bly danger ous.

The report by Physicians for -- Soci al
Responsi bility nmentioned that already oil and gas
conpani es have used PFAS in the New
Mexico's -- putting the state groundwater and dri nking
water at risk of contam nation, causing issues
with -- all throughout the body. These health issues
can be passed down through generations and devastate
communi ti es.

PFAS has di sproportionately inpact
I ndi genous, frontline and | owinconme communities. W
have to hold oil and gas conpani es accountable for
poi soni ng our conmmunities and environnment. Pl ease
support this rulemaking petition. Thank you for your
time.

MR. FUGE: Destiny Krupnik [ph]?

M5. KRUPNI K [ph]: Good afternoon,

Chai rman, nmenbers of the commttee. M nane is

Destiny Krupnik [ph]. [|I'ma 20-year-old nmenber of
the -- Nation and Jinenez Pueblo. |I'malso here as a
menmber of Earth Care today. | want to shed |ight on

the critical issue affecting Native Anerican
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communities. PFAS's are toxic forever chem cals have
infiltrated our ancestral |ands causing severe health
conplications |ike kidney disease and heart disease,
reproductive health issues and heart attacks.

Ol and drilling operations in and near
our territories have unleashed into silent epidemc,
sil encing our people's heartbeats. Sonetines
literally. Qur elders, the pillars of w sdom and
gui dance, are falling victimto heart disease.
Tragically, one of nmy Navaj o el ders, who was inparting
their know edge of the Navaj o | anguage, weaving in our
culture onto ne, passed away suddenly from a heart
attack. Hi s son, who happens to ny age, witness to
the entire thing.

He isn't the only one of us who has
di ed suddenly from heart issues. The utilization of
our indigenous territories for industrial and econom c
progress perpetuates an ongoing cycle that reveals the
prioritization of economc growth over the rights and
wel | being of Native communities. It is a haunting
reality where our concerns are overshadowed by a
nati onal industrial systemthat prioritizes profit
over the welfare of its people.

Qur communities bear the weight of

t hese consequences, grappling with the inpact of this
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unbal anced equation. | urge you to listen to our
rai sed voices and institute nore stringent regul ations
t hrough testing -- thorough testing and robust
remedi ati on nedi ati on nmeasures that eradi cate PFAS
contam nation from our sacred | ands.

Qur battle for environnmental justice is
I nseparabl e from our struggle for cultural
preservation as we fight for our future where our
communities can flourish in a health -- in health and
vitality. Thank you.

MR. FUGE: Francesca Moni que Sanchez?

MS. SANCHEZ: Good afternoon, Chairnmn,

people. Conm ssioners, ny nanme i s Mnique

and -- Francesco Moni que Sanchez and | am a nenber of
YUCCA and Earth Care. | am 16 years old and a student
at Capital Hi gh School. | am speaking in strong
support of this rulemking petition. | want to pursue

a career in agriculture and care deeply about having
cl ean water for our conmmunities and our farners.

PFAS chem cals are incredi bly dangerous
and will stay in our water for decades poi soning our
| and, crops and peopl e causi ng devastating health
effects. Already, Physicians for Social
Responsi bility found oil and gas conpani es al ready

using PFAS in New Mexico, putting the state's limted
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groundwat er and drinking water at risk of
cont am nati on.

| want to be able to safely farmin ny
community and we need stronger regul ations to protect
our water and our communities. Please support this
rul emaki ng petition. Thank you.

MR. FUGE: Before | go online, | just
wanted to doubl e-check. There is Kayla listed here
w thout a last nane. |'m assum ng that was doubl e
entry, but just wanted to doubl e-check. Okay. All
right. Online and | just in the order of fol ks who
messaged. Charles Goodmach?

MR. GOODMACHER: Thank you, M. Fuge
and nmenbers of the comm ssion. M nane's Charles
Goodmacher and today |'m representing Earthworks
regardi ng petition which is the subject of this
hearing. Earthworks partners with grassroots | eaders
to reign in the worst abuses of the fossil fuel and
m ning industries, while working against the clock to
pronote cl ean energy alternatives.

Eart hworks is in full support of this
request that your conm ssion should hold a hearing on
the petition on the nerits of the petition. W urge
the comm ssion to hold a hearing to adopt the rul es as

qui ckly as possible. W support this petition because
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so nmuch of what makes our state so enchanting is under
threat from PFAS chem cals used by the oil and gas
i ndustries.

It's critical the public has access to
I nformati on about potential exposure to toxic
chem cals that put our health at risk. Holding a
hearing on the merits of the petition will itself
better inform New Mexico about the PFAS threat. The
di sclosure requirenents in the petition are just as
| nportant as the PFAS ban that it calls for. Again,
t hank you very nuch nenbers of the conm ssion for this
opportunity to comment.

MR. FUGE: Thank you. Angelo Tonedi ?

MR. TOVEDI: Yes. Thank you, nenbers
of the comm ssion for the opportunity to speak. M
name is Dr. Angelo Tonmedi. [|I'ma famly nmedicine
physi ci an working in Al buquerque and Socorro, New
Mexi co. Thank you for the opportunity to speak. |
support the adoption of rules to address PFAS and urge
the commi ssion to hold a hearing to adopt rul es as
soon as possible.

And the toxic substances commonly known
as PFAS, or P-F-A-S, have been associated with harnfu
health effects in people who are exposed. These

forever chem cals, as they are known, have been used
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by oil and gas conpanies in New Mexico, putting the
state's groundwater and drinking water at risk of
contam nation. W need to support the public health
of our New Mexico comunities by protecting them from
exposure to these toxic substances.

| also urge the comm ssion to adopt
rules to require oil and gas conpanies to disclose the
chem cals that they use when drilling and fracking.

It would be difficult to assess public health risks if
we do not know the -- even know the chem cals that are
bei ng used. Thank you very nuch for your tine.

MR. FUGE: Thank you. Joan Brown?

M5. BROWN: Yes. (Good afternoon,
comm ssioners and chair. Thank you so nuch for the
opportunity to speak. M nane is Joan Brown. [|I'ma
Franci scan sister and the executive director of New
Mexi co and El Paso Region Interfaith Power and Light.
We work with hundreds of faith congregations all over
the state and thousands of people of faith.

And our water is a huge concern to us
because it is a right for all humans and all creatures
and it is under threat, and we have a noral and
ethical responsibility to address this because of the
heal t h and because we need to care for our sacred

creation. So we very nuch support these rules and the
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heari ng, and because one of the ethical proponents of
addressing water is that there be a public input.

We really support, also, a hybrid
hearing so that everyone has the opportunity, if they
chose, to weigh in and call in for this -- | thank you
again for your work on this and all the work that you
do, and your support. Thank you.

MR. FUGE: Thank you. Ally Beasley?

MS. BEASLEY: H . Good afternoon,
conmm ssioners and chair, and thank you so nuch for the
chance to comment. |'mAlly Beasley, an attorney with
Western Environnmental Law Center or WELC. | al so have
a masters in public health. WELC supports Guardi ans'
petition for rul emaking on |egal, health and
envi ronnental justice grounds and urge the commi ssion
to hold a hearing.

PFAS chem cals are toxic even at | ow
concentrations and can accunul ate in the body over
time, so that even small or increnmental exposures can
have significant adverse health inpacts such as cancer
or birth defects. The known use of PFAS in hundreds
of oil and gas wells in New Mexico can contam nate
groundwat er and |likely adds to cunul ati ve exposures
fromother things |like food, personal products or

drinking water, conpoundi ng these health risks.
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And thousands nore wells in the state
may contai n undi scl osed trade secret PFAS cheni cal s,
but | ack of transparency around what chem cals are
bei ng used and where makes it difficult to assess the
full scope of risk and act to protect public health
and the environment. New Mexico should thus require
full disclosure of all chem cals used in downhol e oi
and gas operations as our nei ghbor, Col orado, has
recently done.

| understand the risks posed by oil and
gas all too well. | grew up in Cklahoma next to an
oil well that contam nated our hone water supply.

That well is |long gone, but toxic PFAS may renain.
And social and structural -- still make cl ean water
out of reach for too many who |ive near oil and gas.
These proposed rules will pronote transparency and
protect New Mexico's people and conmunities' precious
wat er and environment from these forever chem cal s,
now and for future generations.

This inportant petition adds a fully
participatory hybrid public hearing. Thank you so
much.

MR. FUGE: Thank you. Lilliana
Gatill o?

M5. CASTILLO  Yes. Thank you, M.
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Chair and nenbers of the comm ssion. M nane is
Lilliana Castillo. |1'ma board nenber for Am gos
Bravos. Thank you for the opportunity to provide
public comment today. Am gos Bravos is a state-w de
wat er conservation organi zati on gui ded by soci al
justice principles and dedicated to preserving and
restoring the ecological and cultural integrity of New
Mexico's water and the communities that depend on it.

We stand in full support of this
petition and encourage the OCC to host -- hold a
heari ng as soon as possi ble and we commend t he
conmm ssion for nmoving forward with a hybrid hearing.
Qur water is our nobst inportant resource and we need
all the protections we can get, especially -- this is
especially pressing as drought and heat, fueled by
climte change, inpact our water supplies. And yes,
t hank you so nuch for the opportunity to comment
t oday.

MR. FUGE: And the | ast person | have
signed up for comrent is Dusty Horwitt.

MR. HORWTT: Can you hear ne?

MR. FUGE: Yes, sir.

MR HORWTT: Okay. Geat. | ama
consultant with Physicians for Social Responsibility,

a non-profit organization that focuses on protecting
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human health. |'malso | ead author of PSR s report
rel eased in April about the use of PFAS or per- and
pol yfl uoroal kyl substances in New Mexico's oil and gas
wel | s.

The report was covered by the Santa Fe
New Mexi can, Carlsbad Current-Argus and NM Politi cal
Report. We found that according to oil and gas
I ndustry records oil and gas conpanies injected nore
than 200 wells in New Mexico over the past decade with
PFAS, the class of chemcals that as we've heard are
extrenely toxic, has been linked to cancer and ot her
serious health inpacts and do not break down in the

envi ronnment, which is why they are called forever

chem cal s.

These findings may significantly
underrepresent the significant -- the reality of PFAS
use. Industry records also show that nore than 9, 000

oil and gas wells for which conpanies disclosed the
use of fracking chemcals, nore than 8,200 wells with
at least -- they injected 8,200 -- nore than 8, 200
wells with at | east one trade-secret chem cal per
wel | .

These chem cal s coul d be PFAS or other
toxics, but their identities are kept secret fromthe

public and regul ators as allowed by New Mexico | aw.
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The public has a right to know these chem ca
identities and a right to be free fromforever
chem cal pollution. That's why a hearing on this
proposed rule is so inportant. Thank you for the
opportunity to testify.

MR. FUGE: And | -- | msspoke. |
meant one final caller -- Antoinette Reyes.

M5. REYES: Hello. Thank you for
|l etting me speak today. M nane is Antoinette Reyes.
| am an organi zer with the Sierra Club, R o G ande
chapter. W are commenting in support of the hybrid
rul emaki ng happeni ng as soon as possi ble on behal f of
our 30,000 nenbers and supporters across the state.

PFAS is a comopnly used surfactant in
oil and gas due to its qualities, and according to
sanpling done by NMED in 2021, PFAS is already
contam nating surface water and groundwater across the
state. It's incredibly inportant that the
concentration of PFAS is kept under control by
renmoving its use fromas many sectors as possi bl e.

As previously nentioned, we're talking
about the drinking water of New Mexicans that are
bei ng i npacted. According to EPA, PFAS has been
| i nked to devel opnental affects or delays in children,

I ncluding low birth weight, accel erated puberty, bone
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vari ati ons, behavi oral changes, increase of sone
cancers, such as prostate, kidney and testicul ar
cancers, the reduced ability of the body's i mmune
systemto fight infections, as well as interfering
with the body's hornones and increased chol esterol
| evel s and risks of obesity, anmong other inpacts.

We're al so supportive of the proposal
to strengthen the disclosure requirenents. There is a
way to require the disclosure of chemcals simlar to
the food industry, where you list the ingredients but
don't give away the recipe, which is a way that sone
states have gotten a way -- gotten around the trade
secret issue. Thank you, again, for letting nme speak
today and | ook forward to the public engagenent
opportunities.

MR. FUGE: Thank you. | got one | ast
person. We haven't quite run through the period that
we provided -- to comment. Jozee Zuniga. Apol ogies
for m spronounci ng.

MS. ZUNI GA: Good afternoon, Chairnan
and nmenbers of the comm ssion. M nane is Jozee
Zunica. |'ma nmenber of YUCCA and I'mfromthe
Perm an Basin. More specifically, the Eddy County
region. |'mone of those New Mexicans who i s under

direct health threats due to ny exposure to PFAS
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chemcals fromthe oil and gas operations taking place
all around ne.

| "' m speaking in strong support of the
petition before you. The state of New Mexico has a
responsibility to protect citizens and frontline
communities |like mne. People living in the Perm an
are at a very high risk of disease caused by PFAS
build up in our bodies due to high industry activity.
| n Eddy County, people live with extraction sites in
t heir nei ghborhood on pipelines running through their
backyar ds.

Protection from PFAS exposure coul d
mean the difference for so many famlies in frontline
community. -- communities at this point in tinme have
no choice but to sit in silence while flares and vents
are all owed outside of their homes. \Which chem cals
are in the pollution released into our air, |land and
water matters a lot. We cannot continue to all ow
I ndustries to -- chem cals given the
| ongstanding -- they present.

For the sake of the children of New
Mexi co, this pollution nmust be taken up. Thank you
for supporting this petition and taking the New
Mexi can's health into consideration.

MR. FUGE: | have no one -- no one el se

Page 39

Veritext Lega Solutions

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




© 00 N oo o b~ W N P

N T T N N T e e e R R R N T e
o A W N P O © 0O N O 0o~ W N +—» O

listed for corment. | amgoing to circle back and
make one nore attenpt to see if Ms. Bennett is able
to -- is in a position to speak. She did enter
appearance on behalf of the EOG

MS. BENNETT: Good afternoon, everyone
and thank you for your patience with me as | work
t hrough nmy technological difficulties in the car. |
really appreciate it. Deana Bennett on behalf of the
EOG resources and |'mfrom Modrall Sperling in
Al buquer que, New Mexi co.

And | dropped as the comm ssion was
di scussi ng potential hearing dates for the
EOG -- virtual connectivity interrupted -- and the
procedural order but is neutral on the proposed
changes to the hearing -- to the scheduling order.

MR. FUGE: Okay. | think I -- 1 think
| heard that, but let nme just repeat it back to you.
You broke up briefly. EOGis confortable with the
proposed hearing date, but may have sonme changes to
wor k through on the hearing order, but that sounds
consistent to where the comm ssion sort of signal we
want to get it nailed down with a hearing date and
all ow sone tine, possibly, for parties to work the
procedural details, procedural order.

" mgoing to ook at ny fell ow
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comm ssioners. Do you need to go and deli berate
and/ or concur with counsel, or we -- you think we're
in a position to nake a deci sion here?

MR. BLOOM M. Chairman, | -- what
deci sions we're nmaki ng right now?

MR. FUGE: W are making -- and this is
declare for the record, we're nmaking two deci sions.
One, are we going to accept the petition and set it
for hearing, and then a hearing date. And then, you
know, in an ideal world, we have not gone to schedul e
the order and other pieces, but | think the parties
need sone tine to sort of work that out.

So we'd be sort of -- one of the
hearing date remaining for -- are -- are we going to
take a position, what's the hearing date we're aim ng
for, and then probably a direction to the parties to
conme back to us in short order with a procedural
or der.

MR. BLOOM | think we can, M. Chair,
| think we can address those issues now publicly
and --

MR. FUGE: [|'mgoing to make a notion
to set Wldearth Guardians' petition for hearing.

MR. BLOOM And | second that.

MR. FUGE: And I'mgoing to do a rol
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call. Comm ssioner Anpomah?

DR. AMPOMAH:  Approved.

MR. FUGE: Conm ssioner Bl oon?

MR. BLOOM  Approved.

MR. FUGE: Let the record reflect
unani nous decision on -- that W/l dearth
Guardi an -- Guardians' petition for hearing. On
schedul i ng, Comm ssioner Bl oomraises a good point.
While the |l egislative session will be done, it is the
last -- it's the first week after and -- that at |east
two-thirds of the conm ssion has heavy
responsibilities during |egislative session and
| medi ate after with bill digest.

So | would like to propose that we
schedule the hearing. 1'd like -- 1'd like to propose
we schedul e the hearing for the week of February 26th
so it would be the 26th through March 1, 2024. And
that we direct the parties on or before the August
2023 conm ssion neeting to cone up with a procedural
order that's either acceptable to all parties or the
parties can cone in and present to the conmm ssion
where they are stuck and we'll nake sone final
deci sions on the procedural order then.

If that works, my commi ssioners, can |

get a notion?
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MR. BLOOM M. Chairman, | so npve.
UNI DENTI FI ED SPEAKER: Parties --

MR. FUGE: Roll call. Conm ssioner
Anpomah?

DR. AMPOMAH:  Approved.

MR FUGE: Conmm ssi oner Bl oonf

MR. BLOOM  Approved.

MR. FUGE: Let the record reflect
unani mously that we will hold a hearing on Wldearth

Guar di ans' petition the week of February 26th through
March 1, 2024 and the parties need to either present
to the conmm ssion a unani nous scheduling order in
advance of our next neeting or conme to the next
schedul ed neeting of the G| Conservation Comm ssion
prepared to discuss areas of disagreenent, and the
commission will resolve those areas at that tine.

Thank you very nuch, everyone.
Appreciate everyone's tinme and comments this norning.

(OFf the record.)

MR. FUGE: -- a class acid gas
injection well, Red Hills No. 3, and |'mgoing to turn
It over to counsel and representatives for Targa.
bel i eve everyone el se who's entered an appearance in
the matter is present in the room

M5. HARDY: Thank you, M. Chair and
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conmm ssioners. Dana Hardy with the Sante Fe O fice of
Hi nkl e Shanor on behalf of Targa Northern Del aware
LLC. And | have spoken with M. Moander just a few
nmonments ago and we have a proposal that we woul d each
make a brief opening and then we can present our case.

UNI DENTI FI ED SPEAKER: (Ckay - -

M5. HARDY: That woul d be acceptabl e.

UNI DENTI FI ED SPEAKER: That works.

M5. HARDY: OCkay. And this case, Targa
seeks authorization to inject treated acid gas from
its Red Hills gas processing plant into the Red Hills
AG No. 3 well. The well is an underground injection
control class two well. It is vertical with an
approxi mate surface and bottom hol e | ocati on at
3,116 feet fromthe north line and 1,159 feet fromthe
east line, Section 13, Township 24 South, Range 33
East, in Lea County.

The well's proposed maxi num daily
i njection rate is 13,000,000 standard cubic feet per
day and the proposed maxi num surface injection
pressure i s approximtely 1,767 pounds per square inch
gauge. The target injection zone for the well is
within the Bell Canyon and Cherry Canyon fornmations of
t he Del aware mound group at a depth of approximtely

5,700 feet to 7,600 feet.
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The well, as proposed in the C-108 w ||

cause weight, inpair correlative rights or

har m public

health or the environnment, including through the risk

of i nduced --. In addition, the wells w |l

f

acilitate

t he sequestration of CO2 and treated acid gas, or TAG

which is in the public interest.

And in support of the application we

wll present three witnesses, M. Eales wl

testify

first as a representative of Targa. Then we have

Dr. Dana Ul ner-Scholle, M. Paul Ragsdal e and

Dr. David Tu. Sol wll turn it over to M. Mbander.

MR. MOANDER: And |'Ill just stand up

and speak very loudly here. OCD s position is that it

doesn't oppose the approval of the proposed well in
this instance, but here shortly, I'mgoing to present
OCD s suggested elenents or -- or qualities that the

comm ssion can consider for the well or conditions.

will run through that with the conm ssion, and then
think Ms. Hardy will put on her w tnesses at that
poi nt .

OCD does not have w tnesses for

pur poses of today's hearing. I1t'll just be an outline

of what OCD would |like to see in the final
MS. HARDY: Should | --
MR. MOANDER: | guess | --

order.
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M5. HARDY: Do you want --

MR. MOANDER: -- still on, aren't 17?

M5. HARDY: You are. | think that you
are.

MR. MOANDER: | was |like, wait. All
right. 1'mgoing to read a -- this is the prepared

position from OCD. W conventionally don't read these
positions in, but the circunstances have warranted
that. 1In Case No. 23649, Targa Northern Del aware LLC,
Targa, has filed a second application for

aut horization to inject process waste of hydrogen

sul fide, residual carbon dioxide, referred to as
treated acid gas or TAG fromits Red Hills gas
processing plant into the proposed Red Hills AG Wl
No. 3.

The new well -- for second -- the new
well is to be located 3,116 feet fromthe north |ine
and 1,159 feet fromthe east line, in Section 13,
Townshi p 24, Range 33 East, NMPM Lea County, New
Mexi co. Targa seeks approval to inject volunme up to
13, 000, 000 standard cubic feet per day of TAG at a
maxi mum surface injection pressure of 1,767 pounds per
square inch

The proposed well will inject through

perforated casing into a shallower interval conprising
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the | ower portion of Bell Canyon and Cherry Canyon
formation in the Del aware nountain group from
approximately 5,700 feet to 7,600 feet bel ow surface.
The proposed well will be constructed and nonitored in
such a way as to address the uni que physical
characteristics of TAG including special well
desi gned to address the characteristics of TAG

Currently at the facility, Targa
operates an existing AG well, Red Hlls AG Wl
No. 1, and its tenporarily abandoned AG well, the Red
Hlls AG No. 2, which was approved by the conm ssion
for disposal of TAGin a Silurian-Devonian interval.
The Red Hills AG Well No. 3 was originally proposed
for a Silurian-Devonian injection interval.

However, protest by affected parties,
specifically operators proposed devel opment plans in
t he deeper Perm an formation, resulted in Targa
withdrawing its original deep injection application
and submtting a new application for shall ower
di sposal. OCD s position is as follows. Depending
on -- well, after the -- the hearing is done, | can
supply this to comm ssion counsel for use in any order
drafting.

Currently, OCD discourages the

utilization of the DMG due to proven inpairnment of
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correlation rights. Historically |Iow formation
parting pressure, poor record of injection reporting,
and the potential increase in drilling issues for
hydrocarbon targets | ocated deeper than the DMG
However, OCD wi Il not oppose the approval of the
proposed well while recognizing necessity for a
redundant AG well to the Red Hills AG Well No. 1.

A redundent well has becone a
recommendati on of the OCD in order to avoid flaring
and venting should there be a disruption of injection
into Red Hills AG Well No. 1. Wth this position,
OCD seeks the follow ng, and there are six points
here. Like, these are a little conplex. Again, |'ll
make sure the comm ssion's supplied with this, as well
as Ms. Hardy will -- I'"'m-- | believe she's already
got a copy, but --

Proposal No. 1. Thee new proposed
well, the AG No. 3 shall be constructed and operated
with the sane conditions detailed for the proposed
original A well. This includes well construction
wth CR material, nonitoring requirenment and adj usted
operating conditions for the shallower injection
dept h.

No. 1. Wthin two years of comrencing

I njection into to the shallower AG No. 3 well, Targa
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shall submt an application to the drill -- to drill
and conplete a deep AG well in the Devonian-Silurian
interval. This application shall be submtted with
the full know edge and approval of all affected
parties which filed opposition to the original deep
and interval application.

No. 3. Wthin three years of
commencing injection into the shallower AG No. 3
wel |, Targa shall spud for the conpletion of the
Devoni an-Silurian AG well. Wth the -- and No. 4,
with the conpletion of the Devonian-Silurian AG well,
Targa shall place one of the shallower AG wells in
the DMG into TA status with -- and at the annual MT,
there should be injection viability testing, designate
the second DMG as the redundent well, and nove the
primary TAG di sposal to the Devonian-Silurian AG
wel | .

No. 5. Targa shall also include Red
Hlls AG  No. 2 in the assessnment efforts for
determ ning the location of the new Devoni an-Sil urian
AG well as to provide the conm ssion current status
on the issue of TAG mgration for the AG No. 2 well.

Finally, No. 6. OCD requests the
conm ssion to include the adm nistrative authority for

the director to extend the conm ssion order approving
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injection for Red Hills A Well No. 3 for just cause.
This adm ni strative action should only be applicable
to extensions to commence injection and not to include
| ater requests by Targa to nodify critical operation
or construction --

And with that, I will pass the
m crophone back to Ms. Hardy.

M5. HARDY: Thank you. Targa woul d
like to call our first witness, which is M. Mtthew
Eal es.

MR. FUGE: -- say everything in one
setting. The court reporter, Dana, can you pl ease
swear in the w tness?

THE REPORTER: Yes. Please raise your
ri ght hand.

VHEREUPON,

MATTHEW EALES,
called as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothi ng but
the truth, was exam ned and testified as foll ows:

THE REPORTER: Thank you. You may
proceed.

UNI DENTI FI ED SPEAKER: M. Chair?

MR. FUGE: Yes.

UNI DENTI FI ED SPEAKER: If I mght. So
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just to be clear, on the --, before we junp i
second point was that within two years, it'l
deeper well than approved and -- three years
spudded?

MR. EALES: That is correct,

conmm Sssi oner.

UNI DENTI FI ED SPEAKER: And t he

shal l ower well goes to inactive status?

MR. EALES: Tenporarily -- yeah.
UNI DENTI FI ED SPEAKER: And then -- then
Red Hills No. 2 becones part of the study? Right?

WAas that No. 57?
VR. EALES: Yes.

UNI DENTI FI ED SPEAKER: And then No. 6

is AGG No. 3 can be extended by OCD director,
woul d be the OC -- you know how he is, the --
director, to extend AG No. 3's life for just

VR. EALES: Correct.

UNI DENTI FI ED SPEAKER: Comnmi ssi oner .
MR. EALES: That's correct. But only a

certain extension, as | understood it.

MR. MOANDER: Yes. Li ke,

that's -- | -- it's going to be -- the just cause

woul d have to be established for -- for one, and |

think that -- it's not alone -- it -- it's pretty
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sufficient to give the director the authority to weigh
what -- what he or she happens to be receiving.
UNI DENTI FI ED SPEAKER:
you. No further questions.
MR. MOANDER:

nore questions if the comm ssion happens to have any.

DR. AMPOMAH: -- question, I'm
wondering what the -- the extra -- petition is going
to --

MR. MOANDER: | -- | -- Dr. Anpomah, |

thi nk we've had sone difficulties in our

I n the past few weeks.

statement. And this is why I'"'m-- I'mproviding the
entire -- the entire -- OCD s position today, which is
admttedly a little unorthodox. But that -- that's
just the flat truth, Dr. Anmpomah.

DR. AMPOMAH: File -- hearing
statenent --

MR. MOANDER: Yes.

DR. AMPOMAH: Okay. Thank you.

MR. MOANDER: Anything else fromthe
comm ssion before I sit down?

MR. FUGE: Not at this tine.

MR. MOANDER: Thank you.

MR. FUGE: And actually -- | -- both

Page 52

We did not file a pre-hearing

Okay. Thank

And |1'll stand for any

| egal office

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

parties in appearance -- we both need before we get
into -- presentation?

MR. FELDEWERT: Yes. So |'m here
for -- Mchael Feldewert, Santa Fe O fice of Holl and
and Hart -- Resources Inc., Conoco Phillips, and
Mat ador Production Conpany. Okay? W have not seen
t hese new proposals by the division. A couple of them
are troubling. So I'"'mgoing to neet with M. Nbander
at the appropriate tine. |1'd like to see them Ckay?
And di gest what has been di scussed here this norning
t hat apparently, we were not aware of -- aware of
t hese. Okay? That's -- thank you.

EXAM NATI ON

BY MS. HARDY:

Q Okay. M. Eal es?

A Yes? Ckay.

Q Pl ease state your full nane.

A Robert Matthew Eal es.

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

A Targa Resources, VP of regul atory.

Q What are your responsibilities in that
position?

A Responsibilities for our AG wells and SWD

wells with permtting and conpli ance.
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Q Have you ever testified at a conm ssion

heari ng?
A Yes, | have.
Q Can you please briefly summrize your

educati on and professional background?
A | -- | have a masters in environnental
engi neering from University of Kansas in '95. Since
1997, |1've worked in EH&S in a regul atory capacity
within oil and gas conpani es, donestic and
I nternationally, through today.
M5. HARDY: M. Chair and
comm ssioners, based on M. Eales' education and
pr of essi onal experience, | nove that he be qualified
as an expert in environnental engineering.
MR. FUGE: Yes. So recognized.
M5. HARDY: Thank you.
BY MS. HARDY:
Q M. Eales, can you please identify the
docunment that has been marked as Targa Exhi bit A?
(Targa Exhibit A was marked for
I dentification.)
A Yes. That's our application, our C-108 for
Red Hills No. 3.
Q And is Exhibit A, a true and correct copy of

t he application and C 1087
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A Yes, it is.

Q Did Targa retain New Mexico Institute of
M ni ng and Technol ogy to prepare it's C-108?

A Yes, we did.

Q Were you personally involved in the
preparation of that application?

A Yes.

Q Wl Targa's other witnesses testify in
detail regarding the content of the C 1087

A Yes.

Q Woul d you next identify the docunent that's
been marked as Targa Exhibit B?

(Targa Exhibit B was nmarked for
I dentification.)

A Thi s docunent is our hearing presentation.

Q And was this presentation prepared by you or
under your supervision?

A Yes.

Q Okay. Let's look at Slide 4. Hopefully
everyone can see that. Can you pl ease provide sone
background on Targa's Red Hills facility?

A Yes. The intent of this slide is to,
obvi ously, show at the top the -- this Red Hills
facility is located in Lea County, 20 m|es west of

Jal, New Mexico. The graph on the left shows the
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Targa gathering lines for the CO2/ H2S, both sweet and
sour gas, and the yellow star in the imge is the
| ocation of the Red Hills plant.

The primary purpose was just to show
the -- the volune that we see in that area. And on
the right is a -- an aerial imge of our Red Hills gas
pl ant, and specifically, the AG processing and
conpression facility in the foreground.

Q Can you pl ease describe what is shown on
Slide 5?
A Yep. This is an overall tinmeline of the Red

Hlls AG wells. AG 1 was drilled and began
I njection in August 2018, injecting into the Cherry
Canyon formation. AG 2 is permtted -- as noted
earlier, it's permtted to the Silurian-Devonian. W
began |l osing returns in the Bell Canyon formation
while drilling through.

The fact we were cognizant to the fact that
AG@ 2 is 198 feet away from our active injection into
the Cherry Canyon in 1 caused us to, No. 1, understand
that we would be nore prudent to drill a third wel
which we had already actually applied for in February
of this year, knowi ng that we would need the vol une.

So at that point, we tenporarily abandoned

AG 2, again out of an abundance of caution, know ng
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that we're injecting into 1, and began the permtting
process for AG 3, which is how we are here today.

The intention would be that once we are injecting into
3, we can stop injecting into No. 1 in the Cherry
Canyon, and relieve the pressure in that area to all ow
nore novenment forward with 2 or other options.

Q What is shown on Slide No. 6, please?

A So Slide 6 is just a -- a greater, further
back 1 mage of both the -- the Mdl and and Del awar e
Basin and just overall of well and gas activity. As
you all know, it's very busy, particularly where Red
Hlls sits.

Q What is shown on Slide 7?

A And this is an overall expectation of our
growt h expectations in the Perm an Basin. W're
sitting in 2022 at about three billion cubic foot per
day with expectations to get up into six and seven
billion cubic foot per day in the area.

Q And does Targa require additional injection
capacity to neet this expected growh?

A Yes, we do.

Q Let's talk for a m nute about the
envi ronnental benefits of the injection of treated
acid gas or TAG Can you please sumari ze sonme of

t hose benefits?
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A Yes. Historically, when H2S was encountered
ina-- in a gathering system it would ve been
flared, which produces significant anmounts of SO2, and
a -- acritical air pollutant with the EPA. So there
was conversion to AG wells in order to mnimze the
| npact on the environment and not burn H2S, converting
it H-- SO2, which is an irritant, basically putting
It back into the ground where it cane from

So one of the first benefits, obviously, is
H2S is a very dangerous gas in itself and conversion
to SO2s hazardous, so injecting that back into the
ground, its protective of the environnent and -- and
the people in the area.

The other part of it, too, is it allows our
plant to process the gas in those gathering |ines and
removi ng water, SO2, H2S fromthose streans so that it
can be sent down the |line and provide our upstream
clients the opportunity to have a viable and
mar ket abl e gas that they can send down the
di stribution |lines.

Q Wt hout an AG, how would oil and gas
operators treat their sour gas in the field?

A They would flare it.

Q Does the injection of TAG elimnate flaring

at the plant as a control for sulfur derived fromthe
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process of sour gas?

A Yes.

Q Does it reduce the need to vent CO2?

A Yes.

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

A Yes.

Q I n your opinion, will there be environnental
benefits if Targa is authorized to inject CO2 into the
Red Hills AG No. 37

A Absol ut el y.

Q W Il Targa conplete an H2S conti ngency pl an
bef ore commencing injection into the well?

A Yes, we wl|.

Q And wi Il that plan conply with all of the

di vision's requirenments?

A Yes.
Q Earlier you heard M. Mander summarize
OCD s recommended permt conditions. |s that correct?
A That's correct.
Q And does Targa agree to accept those

conditions?
A We agree to it. Yes. W agree to accept
t hose conditi ons.

Q M. Eales, can you please identify Targa
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Exhi bit C?
(Targa Exhibit C was marked for
i dentification.)

A So this is a listing of our notices given
prior to this hearing.

Q Did Targa provide notice of the hearing to
all affected parties?

A Yes, we did.

Q M. Eales, in your opinion, will the ability
to inject acid gas into the well result in nore
efficient operation of the plant?

A Yes, it wll.

Q And in your opinion, wll Targa's proposed
met hod of disposing of treated acid gas protect public
heal th and the environment?

A Yes, it wll.

Q WIIl it also prevent waste and protect

perlative rights?

A Yes.
M5. HARDY: M. Chair and
comm ssioners, | have no further questions for
M. Eales. | would nove the adm ssion of Targa's

Exhibits A, B and C
MR. FUGE: Those are accepted in the --
/1l
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(Targa Exhibit A Exhibit B, and

Exhi bit C were received into evidence.)

M5. HARDY: Targa's next witness is
Dr. Dana U ner-Scholle. | believe the wtness needs
to be sworn.

MR. FUGE: May | ask the court reporter
to swear in the wtness?

THE REPORTER: Yes. Please raise your
ri ght hand.
VWHEREUPON,

DR. DANA ULMER- SCHOLLE,

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

THE REPORTER: Thank you. You nay

proceed.
EXAM NATI ON
BY MS. HARDY:
Q Thank you. Can you pl ease state your nane
for the record?
A It is Dana Shirley-Ann [ph] U nmer-Scholl e.

Q By whom are you enpl oyed and in what

capacity?
A I work for New Mexico Tech at the PRRC, or
t he Petrol eum Recovery Research Center. And | -- in
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the capacity of devel opi ng geol ogi ¢ nodel s, doing rock

characteri zation, as well as proposal witing.

Q Have you ever testified at a comi ssion
heari ng?

A No, | have not.

Q Woul d you pl ease briefly sunmarize your

educati on and professional training?

A | have a Ph.D. in geology and geochem stry
from Sout hern Met hodi st University. |'ve worked for
nore than 30, 40 years with both national and
i nternational petroleum conpanies. |'ve taught a
variety of short courses and field courses for
pr of essi onal organi zations, and in particular, |'ve
| ed courses to the Permian -- conplex for geol ogic
trai ning of geol ogi sts, engineers and geophysi ci sts.

MS. HARDY: Based on Dr. Ul ner-
Schol | e' s education and experience, | would request
that she be recogni zed as an expert in petrol eum
geol ogy.

MR. FUGE: Doctor, correct?

THE W TNESS: Correct.

MR. FUGE: Dr. U ner-Scholle is
recogni zed as an expert.

M5. HARDY: Thank you.
/1l
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BY MS. HARDY:

Q Dr. Unmer-Scholle, let's look at Slide 9 of
the presentation. Can you please describe the
stratigraphy of the proposed injection zone?

A Yes. We are | ooking at the Del aware
Mountain Group in the Del aware Basin, which consists
of a variety of formations that range from at the
base, the Brushy Canyon formation overlaying by the
Cherry Canyon formation, Bell Canyon formation and
finally, the Lamar Linestone. The Bell and Cherry
Canyon, the upper Bell and -- and the Cherry Canyon
are our primary injection targets.

The Lamar part of the Delaware is part of
a -- a seal, but our main seal will be the Castile,

t he Sal ado and maybe the -- the -- part of --.

Bet ween the Castile and Sal ado, we have al nost

4,000 feet of -- of seal in the basin. The Del aware
Mountai n Group consists of a variety of |ithol ogies
rangi ng from sandstone, siltstones, nmudstone and

| i mest one.

They were deposited in a submarine fan and
channel conplex -- turbidity currents, as well as
debris flows. As | stated earlier, the -- zones with
the best proxy are the upper Bell Canyon and within
t he Cherry Canyon.
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Q Can you describe what's shown on the next

slide?
A This is the location of the Red Hills area
wth respect to the pal eogeography or the -- the

region of the Del aware Basin, so we're on the eastern
side of the central base and platform It is like a
green tongue that's comng down into the -- the
diagram And so, we are truly into the basin
sediments. We're not up on the shelf in the
carbonates. W're -- so we're in deep water
envi ronment .
We' ve constructed a geol ogic nodel that is

based both on 3D seismic, as well as traditional well
| og correl ations.

Q And what is shown on the next slide, please?

A The next slide shows an idealized diagram of
t he depositional environments, as well as
pal eogeography. So on the right side of the diagram
Is the central basin platform which is the source of
sediments for that -- this side of the Del aware Basi n.
And you had channels that would cut into the platform
and those sediments then were channelized into those
deep ravi nes, and formed channels, overbank deposits,
splays, during times of storm

And were inter-deposited with periods of
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calm hem pel agi c sedinents |ike |inmestone, nudstone.
So it's a conplex interplay between all these
depositional environnments and sonmetines crisscrossing
each other. And | should say this channel and the

splays are the main injection intervals that we're

targeting.

Q And what is shown on the cross-section?

A This is a -- a southwest to northeast cross
section through the Red Hlls site. It's -- level, so
zero represents sea level. Show ng, first of all

there's very little disturbance. There's no faulting.
We -- you have what we would call railroad tracks
where the thickness of the Bell Canyon, Cherry Canyon
and even the Brushy Canyon are relatively uniform
t hr oughout the area.
It also shows the -- the seal, that we have

roughly 4,000 feet of seal in this interval.

Q And what is shown on the next slide
regardi ng the petrophysical properties?

A The -- the closest well to the proposed
AG 3 is the A 1, and what |'ve highlighted is the
upper Bell Canyon formation. All the yellow are the
hi gh porosity sand beds that are one of the targets
for injection, followed by a tighter interval in the

| ower Bell Canyon. And then by an upper Cherry Canyon
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I nj ection zone.

So in these sands, the maxi mum porosity is
around 24 percent, but for all the nodeling
we've -- we were doing, we took the nore conversative
approach and -- and used an estimte of 15 percent
porosity in these rocks. The overlying seal has
negligi bl e porosity or perneability in it, making it
an excellent feel for the area.

Q And what is shown on Slide 14?

A So this is the -- the horizons from-- there
are 3D seismc, so as | nentioned earlier, we used
both 3D seismc and well log interpretation to create
these surfaces. So the first one shows where the Red
Hlls is |located on the surfaces. The horizon and
Castile -- the Castile is not the easiest to i nage and
correlate first, so we took a horizon that we coul d
pi ck throughout this -- the area of our 3D seismc
and -- and correlated that. [It's about 1,600 feet
above the Bell Canyon. But there's significantly nore
seal above that horizon.

Then you can see fromthis, the Bell Canyon
and Cherry Canyon are roughly 1, 200-feet think each
and al so show minimal relief bottomindicating there's
no faulting in the area within the Del aware Mountain

Group.

Page 66

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 what is shown on the next slide?

A These are the detailed maps built from both
the seismc and the well |og data. And the color on
t he maps show the relative thicknesses. So this is
part of the conbining zone, so it's not the entire
finding so, but the -- the biggest thing is that the
contour lines indicate the structural elevation.

And so, you can see that roughly the

Castile, that -- that surface in the Castile is
di pping slightly to the south, southeast.

Q And what's shown on the structure map?

A Ckay. This is Bell Canyon. This is the
I njection zone. One of the injection zones. And it
shows, again, the thicknesses. So we have a thickness
of around 1,000 feet in our area of Bell Canyon
sedi nent based on the seismc. And at about 1,675
feet sub-shee [ph]. So again, the contours represent
the structural interval.

Q And what's shown on this next structure map?

A And the Cherry Canyon is -- shows, again,
the -- pack is the colored portion of this map and
shows the thicks and thins within the Cherry Canyon.
So we're sort of on the transition zone. W have good
to noderately good thicknesses of Cherry Canyon,

sandstone and again, it's dipping to the south,
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sout hwest in the basin.

Q And what is shown on Slide 18 regarding
seismcity?

A Yeah. This is a slide that was created by
Mairi Litherland at the Bureau of Geol ogy & M neral
Resources in -- in Socorro, and she's the state's
sei smol ogist. So since before the drilling of AG 1,
New Mexico Tech and Targa took a proactive approach of
pl acing a seisnoneter in the area. And this
sei smoneter is not just for the Red Hills area, it
ties into the state-wi de network that can be used to
| ocate both the depth and | ocation of earthquakes
within the state.

So, as | said, it started nonitoring since
before drilling of A 1 and since then, in a ten-nmle
radi us, there's been several earthquakes. The highest
being a 3.0, which was about 12.4 kil oneters fromthe
site. Probably not related to an injection. There's
another -- a second |arge one -- largest one is 2.32
and the closest is 3.5 kilonmeters away had has the
magni t ude of 1. 49.

Mairi wanted ne to stress that since they've
been | ooking at the seismc activity in the -- at the
site, before drilling and after drilling, seismcity

has not increased nor has it decreased. So they see
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no inpact at this point on the potential for induced
seismcity in the area.

Q Do you have any concerns regardi ng inpacts
of this injection well to offset production?

A No, | do not.

Q Why not ?

A Because currently within the area, there's
no production fromthe Bell Canyon or Cherry Canyon.
And so | don't see a potential conflict.

Q Based on your evaluation, is it your opinion
that the Bell and Cherry Canyon formations are
appropriate to accept the injection of TAG at the
| ocation of the Red Hills 1@ [sic] No. 3?

A Il -- I think it is. Yes.

Q Is it your opinion that the TAG w || be
safely contained within the injection interval?

A Definitely. The -- the Castile-Salado is
probably one of the best fields that you can have out
there. So it -- it's the reason there is oil and gas
in the Perm an Basi n because otherwi se, it woul d' ve
m grated out of the Del aware Basin.

Q In your opinion, will the injection of TAG
into this injection well result in any increased risk
of seismcity?

A | don't believe so. There are no identified
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faults in the area on seismc. There is no indication
that we would see an increase in seismcity.

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

A It -- it's -- yes, it should.

Q Okay.

M5. HARDY: | have no further questions
for Dr. Unmer-Scholle. She's available if the

comm ssi oners have questions.

MR. FUGE: [|'mgoing to |look at first
to the either of the parties -- at this time, calls
wll be -- forgot to ask.

MR. FELDEWERT: -- real --

MR. FUGE: M. Moander?

MR. MOANDER: Not hi ng from OCD,
M. Chair.

MR. FELDEWERT: -- to the testinony
|"ve heard here today, nothing to do with the Devoni an
or the Silurian? Do not have any questi ons.

MR. FUGE: Conm ssioners, do you have
questions for the witness?

DR. AMPOVAH.  Yeah.

MR. FUGE: CGo for it --

DR. AMPOVAH: So Dr. U ner-Scholle, |
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want to know what

of a recent well

THE W TNESS:

and Cherry Canyon?

is the cl osest

to the well

di stance and a depth
that we're tal ki ng about?

Wthin the Bell Canyon

DR. AMPOMAH:  Yeah.

THE W TNESS: | would have to | ook
it -- look it up. |I'msorry.

DR. AMPOMAH: -- those -- |ocations.

Do we have any for

recent wells --?

THE W TNESS: No.

DR. AMPOMAH: Okay. So, do you believe
t hat we could have -- you do have
enough -- comm ssion --7?

THE WTNESS: | - | do, because while
we don't have a lot of data fromthe AG two wells,

because of the issues,
within some of those Bell
I ndicate there's a | ot of
avai l abl e for injection.

there is hard data in the

there were --

circul ati on zones
Canyon sandstones t hat
porosity and perneability
But based on the AG 1 well,

Cherry Canyon with porosity

and perneability nmeasurenents.

Unfortunately,

they didn't | ook at the

upper Bell Canyon. So we're -- we're -- have to rely
on the well log for porosity and -- porosity
measur enent s.
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DR. AMPOMAH: So on the slide that
showed -- for the area and you nore or less relying
on --

THE W TNESS: The -- the channels
and -- the channels, overbank and splays are -- are
the main reservoirs. But yes.

DR. AMPOMAH. So |'m curious
about -- extent -- and also --

THE W TNESS: Yeah. The -- the |ateral
extent with the channels is nore constrai ned than say,
for the splay and overbank deposits. For the splays,
you -- you have a overflow of the channel and it sends
sediment out. And a lot of tines it becones a new
channel because it cuts down enough. So yes, there
m ght be sone constraint laterally within the
channels, but | think the splays and overbank deposits
hel p conpensate for the aerial extent of the injection
reservoirs.

DR. AMPOMAH: So you | ook at AG No. 1
and A No. 3, so -- with a 1,000 -- so ny question to
you is that, do you believe that we can drill this
wel | successfully? You know, | ooking at the inpacts
of the -- injecting into the A No. 1? Do you
believe that we can drill -- you can drill this well

successfully w thout any inpression --7?
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THE W TNESS: As best as that | can
say, | believe we can drill it successfully. The
channel s do cut across each other. W -- we -- we're
still working on 3D seismc to try to see if we can
constrain this channel. But | think just -- AG 1 may
be anot her part of the channel system and we'll be
accessi ng anot her conpartnent, especially since the
AG 1 does not | ook at the Bell Canyon.

DR. AMPOMVAH. (Okay. Yeah,

that -- I"'m-- | was really interested in that, you
know, to make sure that when you drill this
successfully without -- so you said -- space on AG
No. 1, so then it don't nean that -- the nodels that
were -- were utilized in this -- continues?

THE WTNESS: ['I1 et

David -- Dr. David Chu address that, but it's probably
alittle nore honogeneous. But we took -- since we
t ook a conservative approach with the porosity and
perneability of much | ower than, say, the channel
sands thenselves, we felt that at this point, that
with the -- a good way to proceed with the nodel.

DR. AMPOMAH: So you believe the Brushy

Canyon also forma spot of your soil conpl ex?

THE WTNESS: | don't -- | think
there's potential, but |I -- wth your planning
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stopping before hitting the Brushy Canyon, at the
| ower Cherry Canyon, because we don't want to have any

potential interference with any | ower horizons. So

we -- we chose to use the -- the siltstones and
mudst ones as the -- Brushy Canyon as the -- the
base -- basal seal.

DR. AMPOMAH: So what are the Brushy
Canyon actually end up on the -- with the --

THE WTNESS: Again, 1"l -- [I"1ll
let -- he -- it is in the geologic nodel. 1"l let
Dr. Tu address it in the engineering.

DR. AMPOMAH: Yeah. So |I'minterested
in that, so hopefully, Dr. Tu can respond to that.

THE W TNESS: Yeah.

DR. AMPOMAH: Because you do have
the -- the Bone Springs right below that.

THE W TNESS: Exactly.

DR. AMPOMAH:  So, | really -- yeah, |
really want to know if there is any potenti al
i npact - -

THE W TNESS: Yeah. | -- | would say
It would be extrenely unlikely because it -- of
the -- the thickness of the Brushy Canyon to the Bone
Spring, that there would be any inpact in -- in the

underlying Bone Spring. And that's why we -- we're
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choosing to stop before we get to the Brushy Canyon.

DR. AMPOMAH: Yeah. This -- it's the
English to one. The -- seismc --

M5. HARDY: \Which one?

THE WTNESS: |It's the |last one. Nine.

DR. AMPOMAH: So, ny first question
woul d be, do we know the ground | ocation of this event
relative to the DMG?

THE WTNESS: Dr. Litherland, yes,
knows the depth of all these events.
| -- unfortunately, | don't have her data and she
couldn't be here today.

DR. AMPOMVAH: But | want to know if

your team-- look into that and nake sure that -- are
not apparent, even -- even --

THE WTNESS: | believe she did | ook
intoit. | -- 1 can only state what | -- | -- the

conversation that we had and she said that it was
deeper horizons that she -- she was | ooking at. So,

| i ke the Silurian-Devonian, up to, into the WlIf

canpi on.

DR. AMPOMAH: So is it -- the -- that
there is no -- mcro-seismc events, it should
really -- in the -- zone that --7?

THE WTNESS: | -- | witnessed it. |
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woul d say yes. | would support that.

DR. AMPOVAH: Yeah. So, I'll also ask
you about the -- the conflict between -- wells in this
area so that question to -- below, but away --

THE W TNESS: (Okay. Because | was
going to say, there are -- if there -- there is | ower
production. It's -- it's just no production in the
Del awar e Mount ai n.

DR. AMPOMAH: -- here --

MR. FUGE: Thank you. Before we nove
to the next witness, | just want to circle back. M.
Moander and M. Fel dewert, do you have any questions
of M. Eal es?

MR. MOANDER: No, M. Chair. OCD does
not .

MR. FUGE: You nmy proceed.

M5. HARDY: Thank you. Targa's next
witness is M. Paul Ragsdal e.

THE REPORTER: Can you pl ease raise
your right hand?

VWHEREUPON,

LUTHER PAUL RAGSDALE
called as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothi ng but

the truth, was exam ned and testified as foll ows:
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THE REPORTER: Thank you. You may

proceed.
EXAM NATI ON
BY MS. HARDY:

Q Pl ease state your full nanme for the record.

A Lut her Paul Ragsdal e.

Q By whom are you enpl oyed and in what

capacity?

A ' man independent consultant working for
Targa Resources.

Q Have you ever testified at a comi ssion
heari ng?

A | have not.

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

A So, | have a BS in industrial engineering
from New Mexico State University in 1977 and | went to

wor k i n sout heast New Mexico in the oil fields in

1977, and have worked there ever since.

MS. HARDY: M. Chair and

conmm ssioners, | would request that M. Ragsdal e be

recogni zed as an expert in drilling engineeri
MR. FUGE: He's so recognized.
M5. HARDY: Thank you.

BY MS. HARDY:

ng.
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Q M. Ragsdale, let's ook at Section 3 of our
presentation. Can you please describe what's shown on
Slide 207

A So Slide 20 is the -- on the |eft-hand side,
Is OCD Form C-102, that gives you the |egal |ocations
of the proposed Red Hills AG No. 3. The right-hand
side is the surveyor's plat, and it also shows a
certified survey of where AG No. 3 is. It also shows
there's sonme hashed line, that is the property |line of
the Red Hills plant. So it shows you that it's inside
the property line of the Red Hills plant.

Q Can you describe the well bore schematic
that is shown on Slide 21?

A So, yes. So the -- this is our well bore

schematic that shows the casing strings and the tubing

string of our proposed well. W -- we basically have
designed this well where each string will protect and
| sol ate each section. As we drill through it, we

designed it to provide the best well bore integrity.
You can see that the surface is a 13 and three-eighths
casing set at 1,307 feet.

That will be 50 feet into the Rustler
formation -- the Rustler formation Above that is your
freshwater section. And so we're going to isolate the

freshwat er and cenent it. And we will circul ate
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cenent. The internmediate is a nine and five-eighths
internmediate and we will drill it down to 5,200 feet.
| think it's 5,205 and we will top the Lamar
| i mest one.

And that is what Dr. U nmer-Scholl e was
tal king about, is we're -- we'll drill through the
salt, through the Castile, the Salado, into the Lamar,
and we wll set pipe there, in nine and five-eighths,
and we will circulate cenment there. W then drill out
t hrough the -- through the Del aware Mountain G oup
into the Bell Canyon, and into the Cherry Canyon, and
we're going to -- our proposed total depth is 7,600
feet. So we do not penetrate the Brushy Canyon there.

As -- | know OCD asked that we include a CRA
material, a corrosion-resistant material, so we do, in
the bottom part of the 7-inch, you can see that we
have 7-inch, 32-pound G3 CRA VAMtop. The G3is a
nickel alloy. It is a corrosion-resistant material .
Two 2 -- H2S and to TAG. Then the -- we have a tubing
string that we'll run a packer on and the tubing
string also is a corrosion-resistant -- the full
string is a corrosion-resistant materi al nade of a
ni ckel all oy.

Q And will this well design ensure the safety

and integrity of the well?
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A Yes, mm' am

Q What's shown on Slide 22, please?

A Slide 22 is -- is alittle nore detail of
t he actual casing specs. You can see the conductor,
it's a 30-inch conductor, and you just set that so you
can get the rigonit. |It's cenented. Then a surface
pod. The surface and the internedi ate pi pes, those
pi pe are carbon steel. They're not CRA material. It
shows you the -- the threads on there. The BTC, the
coupling connection neans it's a buttress thread.

The production string has both some carbon
steel P110 pipe at the top and then the CRemt -- CR
material at the bottom You can see the coupling
connection is a VAMtop and a VAMtop is a gas pipe
connection tubing. Again, is the CRA material set on
top of the packer. VAM ACE, which -- and it's 3 and a
half inch, and -- tois a -- a gas pipe connection.

Q And what's shown on Slide 23?

A So -- so, 523 is our casing specifications.
We go through and we | ook at each string of casing and
we make sure that we neet a certain safety factor as
far as yield, tensile strength, burst, coll apse body
and then, of course, we -- we also |ist connections in
there, too. So all of our pipe strings are designed

wth at | east 150 percent safety factor.
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Q And what is shown on Slide 24?

A So, Slide 24 is sone detail on our cenent
desi gns, the kind of cement we're going to use. |
think the nost inportant thing is here is our
conductor surface and internediate. W will circulate
cenent to surface and then in the production area, not
only are we going to use CRA material in our pipe, but
we're going to use a -- a special cenent that has been
devel oped for acid gas injection wells, call it
corrosion-resi stant cenent.

And we will circulate cenent on this, too.
So all four strings wll have cenent circul ated.
Q And what is shown on Slide 25?
A SO -- so this is our drilling fluid design,

which is a fancy word for our nud. And you can see

the -- the first string, the 17-and-a-half-inch hol e,
we'll drill wth freshwater, because you'll be
drilling through the freshwater sands, although

there's not many freshwater sands out there. We'll
set pipe inthe -- in the Rustler.

So mud weight is, you know 8, 8.5 to
9 pounds. You're carrying sone solids in there. The
second string is through the salt section, so we'll
use a brine nud there and that's to keep from washi ng

out. If you were to use freshwater nuds, you would
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di ssolve the salt, so we use brine and to keep the
hol e sides true.

And then, the -- the third one is to dril
t he Del aware Mountain G oup, the Bell and the Cherry,
and -- and we're going to -- we'd use a cut brine with
the nud wei ght of about 9 pounds. Now, it's really
i nportant in that when we drill the A 2 in -- in the
Bel | Canyon, we have nud wei ghts nuch higher than that
and we lost circulation. So we're going to nonitor
our mud weights here to try to prevent any | ost
circul ati ons.

But we have this possibility that we m ght

have a pressure wave there. W're going to -- the
drilling rig that we're going to use is going to have
a managed pressure drilling systemso we can handle if

we take any kind of ticks or anything |ike that.

Q And what is shown on Slide 267

A So, Slide -- Slide 26 shows our | o0gging.
We're going to run a |ot nore |logs than a normal wel
does. We will log the surface open hole with a -- a

resistivity log and a gamm ray, and a caliper. Then

we'll set pipe and cenent it, and we'll run a cenent
bond log in the internediate casing. W'll -- we'l|
do the sane thing, but because we -- we're using
brine, we'll have to run a lateral |og instead of an
Page 82

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

I nduction | og.

So a resistivity log, a gamm ray and

a -- and a caliper, then case toll will run a sonic

tool and a cenent bond | og again, and then
producti on casing or the production hole.

will be across the -- the Bell Canyon and t

Canyon. We'll do nore. We'IIl run both resistivity

and porosity logs. We'll -- we'll run the

We'll also run -- you can see we

FM in there. So an FM is a tool that identifies

small mcro-fractures in there. Then once we set

pi pe, we'll -- we'll run a bond | og and a -

on it, too, and a ganma ray.

Q Here, Slide 27, what additional carbon

nonitoring will take place?

A So -- so, froma -- standpoint, we -- we
plan to core the seal above the Bell Canyon, so we

wi Il probably core down into the top of the Lamar. We

plan to run at | east an 80-foot core there.

we drill into the Bell Canyon, we -- we wl

cores in the porosity zones that we see. And then in

t he Cherry Canyon, we plan to take separate cores in

t here, too.
When we di scussed it is, is that

t hese sands nmay cone and go, we nay not get

in the
So this
he Cherry

ganma ray.

i sted an

- and a BDL

Then, as

| take

because

t he real
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good productive sands, so -- so it's possible that
we'll do sidewall coring, too, in the open hole
after -- after we TD the well. And then, as far as
monitoring, | know, OCD said, | think one of their
requirements was to do nonitoring. | -- | think we've
been very proactive in -- in our nonitoring system

We're one of the few wells that have fiber
optics. W -- we -- and in this well, we're going to
run a fiber optic line behind the 7-inch casing, so
our behi nd our production casing, so we can nonitor
tenperature -- tenperature and acoustics in there. So
we shoul d be able to see where the injection is going
into this interval

And -- and | -- and | think it's going to
hel p us nodel our plume, where our -- also, we'll
attach fiber optics to the three and a half inch
tubing, and it'll run down and -- and tie-in into the
producti on packer, which sits right on top of the
I njection interval. W'Ill have a -- a
pressure/tenperature gauge inside the tubing, and a
pressure/tenperature gauge in the -- this is going to
really give us real-tine nonitoring of |eak detection.

| nmean, instantaneous.

And so, we -- we have this in our AG 1. W
have the -- we have it in the tubing, not in the
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casing. And so, we get a report daily that we can
nonitor and mainly for | eak detection or any other
anomal i es that you m ght have.

Q M . Ragsdal e, based on your training and
experience, will the well be designed to ensure the
safe injection of TAG?

A Yes. Yes.

Q And is this well design appropriate for the
I njection of TAG at this location in this reservoir?

A Yes, it is.

Q Thank you.

M5. HARDY: | have no further questions
for M. Ragsdal e.

MR. FUGE: M. Moander, any questions
for M. Ragsdal e?

MR. MOANDER: No, | do not, M. Chair.
Thanks.

MR. FUGE: M. Fel dewert?

MR. FELDEWERT: No, sir. Thank you.

UNI DENTI FI ED SPEAKER: -- like | say.

THE WTNESS: | -- | knewit. |
t hought | was going to get away.

MR. FUGE: Pl ease, the conm ssioner
will --

DR. AMPOVAH: So, the first question is
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action, by designing the well, do you thi
you -- that, you know --7?

THE W TNESS: Absol utely.

nk

Yes.

DR. AMPOMAH. You got sone of that?

THE WTNESS: Well, | think the -- the

main hazard is, is that we're |ocated a |

ittle nore

than 1,000 feet away froma well that's actively being

I njected into. And so, you -- you're goi
make sure that if you drill in and you --
encounter -- we don't think that it wll

of Dr. Tu's npdeling.

ng to want to
and you

based on sone

But we're going to be prepared, and so

the -- the managed-pressure drilling enables us to
hold back if we -- if we do encounter H2S in the nud,
you know, we -- we'll have surface nmonitors in our nud
pits. W -- and -- and we take extreme caution on the

rig itself. W do daily safety trainings. Actually,

we do twice a day, each crew that cones on. W -- we

make sure that they all have the H2S tra

ni ng.

And then -- and then if we do encounter

it, we would see it in our nmud first. And if we

get -- we start getting H2S, we will util
managed pressure drilling to hold back.

overconme that formation pressure there.

ize this

You know, to

That's -- that's the, | think, the biggest concern.
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Lost circulation is always a problem W' 1l have | ost
circulation materials on | ocation so.

DR. AMPOMAH: So, you said -- right
now - -

THE W TNESS: MM hnmt?

DR. AMPOMAH: So you do have C10, C1107?

THE W TNESS: Yes, sir.

DR. AMPOVAH. And then also CRA
material s?

THE W TNESS: Yes, sir.

DR. AMPOMAH: | just want to be sure
that -- you say that the Cl110 -- or let -- let ne ask,
so -- of this strength that you' re going to use, the
C110 --

THE WTNESS: So -- and so, in
the -- in the hole itself, where the injection
interval is, that will just be carbon steel. Because

you're going to be injective acid gas into it. So
what we're trying to do is prevent that acid gas from
mgrating up the hole. So we will set the corrosion-

resi stant material right where we're going to set the

packer. So our packer's going to be set -- if our top
perp is at 5,700 feet, our -- our corrosion-resistant
alloy material will be fromb5,700 to 5,400, or from

5,650 to 5, 350.
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Ki nd of depends on our | ogs where we're going to
perforate. And so, that's where our corrosion-
resistant material will be and we'll set our packer,
which is also a nickel alloy packer, inside that
corrosion-resistant pipe. And then, to add to that,
we will run corrosion-resistant cenent behind that
corrosion-resistant pipe.

DR. AMPOMAH. And -- cenent --

THE W TNESS: Yes.

DR. AMPOMAH. -- go --

THE W TNESS: Yes. Usually that sane

pl ace.

DR. AMPOMAH:  Okay.

THE W TNESS: Yeah.

DR. AMPOMAH:  Okay.

THE WTNESS: And then fromthere on
up, we'll run carbon steel pipe.

DR. AMPOVAH: And you run the cenent or
the --?

THE W TNESS: Yes, sir. Yeah.

DR. AMPOMAH: And that's one -- that
one, you have -- so you wouldn't -- the pipe on --?

THE W TNESS: Yeah.
DR. AVMPOMAH:  Correct?
THE W TNESS: Yes.
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DR. AMPOMAH:  So -- here, that's how
you're going to nmanage the DV and then you --

THE WTNESS: Oh, the DV tool --

DR. AMPOMAH: The DV tool and then --

THE W TNESS: So, our DV tools
are -- are also made of corrosion-resistant material .
They' re not external casing packers because if
you -- if used in external casing packer, you'd crinp
your fiber. So does it say ECP?

DR. AMPOMAH: So you run the DV tool
and then you do have -- 'cause |'mgoing to ask
you -- right? The ECP?

THE WTNESS: So we -- we
can't -- we -- to run fiber, we can't use the external
casi ng packer. You could only use the DV tool.

DR. AMPOMAH. That -- that is --

THE W TNESS: That's right.

DR. AMPOMAH: That is where | was
goi ng.

THE W TNESS: Yeah.

DR. AMPOMAH: Because --

THE WTNESS: You'll -- you'll ruin it.

DR. AMPOMAH: Yeah, exactly.

THE W TNESS: Yeah.

DR. AMPOMAH. So | just wanted to be
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sure.

THE W TNESS: No, you're right.

DR. AMPOMAH. Yeah. | just wanted --

THE WTNESS: |If -- if that's in here,
it's wwong. So, I'll change that.

DR. AMPOMAH: Okay. | appreciate that.
We are -- okay.

THE W TNESS: Yeah.

DR. AMPOMAH: | just wanted to nmake
sure that --

THE W TNESS: And we are going to have
that fiber all the way to the bottomof that -- of the
pipe to -- down to TD, to 7,600, but you're going to
perforate that interval. And so we have been told

t hat when you perforate, you don't perforate that

fire --

use t he

correct.

using --

fiber. So |l still want to see that to --
DR. AMPOMAH: Yeah. So you're going to
-- to nmake sure we, you know, that --

THE WTNESS: Right. That's -- that's

DR. AMPOMAH. Let ne ask, why are you

THE W TNESS: DV t ool s?
DR. AMPOVAH: No. The -- the fiber
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optics. You have one -- and one along the tubing.
Wy -- why --

THE WTNESS: So this
Is -- the -- again, | think this is kind of
| nnovative -- is -- is that, we -- we want -- if you
have the fiber in your packer, you really can see
pressure/tenperature, but you can't -- you -- you
can -- and you can see tenperature anonalies above,
you can't see what's going on down bel ow, down in your
I njection interval, and that's what we want to try to
do, is nonitor that injection interval.

DR. AMPOMAH. That's -- thank you.

THE W TNESS: Thank you. You're
wel cone.

MR. BLOOM -- M. Ragsdale, |
have -- | had sonme questions about the fiber optic
| i ne and those were answered. Thank you. You
mentioned -- lost of circulation materials. Can you
descri be those for nme?

THE W TNESS: Mm hmrm So -- so when

you -- when you drill, lot -- lost circulation
mat eri al usually paper or a granular material. W
were talking earlier today. W -- you can grind up

pecan hulls or walnut hulls, and so when you're

drilling along and you drill into a zone that has a
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| ot of porosity init, and -- and your nud
wei ght -- we're going to control our nud wei ght, but
maybe that porous zone can't support that hydrostatic,
and so it literally takes a drink and -- and your nud
goes away and you quit circul ating.

MR. BLOOM  Mm hmm

THE W TNESS: And so you -- you put
| ost circulation material, | nean, we -- you say, you
mx a pill and you load it up with this | ost
circulation material, and you punp it down, and it
basically, just seals the wall of the well bore -- and
you'll -- and you'll get circulation back. Hopefully.

MR. BLOOM Al right. Thank you --.

THE W TNESS: NMm hmm

UNI DENTI FI ED SPEAKER:  And | -- | only
had one question and | think | understood this from
your testinony, but you seemto be drilling plan and
approaches to address the issues that Targa saw with
AG 2, drilling through the same, you know --7?

THE W TNESS: Yes, sir. | do. Mm hmrm

M5. HARDY: Targa's next witness is
Dr. David Tu.

MR. FUGE: Ms. Court Reporter, can you
pl ease swear in the wtness?

THE REPORTER: Yes. Dr. Tu, please
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rai se your right hand.
VWHEREUPOQN,
JI AVElI " DAVID' 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 may
proceed.

MS. HARDY: Thank you.

EXAM NATI ON
BY MS. HARDY:
Q Can you pl ease state your full nanme?
A My first nane is Jiawei, J-1-A-WE-I, [|ast
name is Tu. Also, | was referred as David.

Q By whom are you enpl oyed and in what

capacity?

A | was enployed by -- to Petrol eum Recovery
Research Center, New Mexico -- mning and technol ogy.
| -- ny title is the research associate. |'m speci al
at the -- in reservoir engineering, nodeling
and -- for recovering --.

Q Have you ever testified at a conm ssion
hearing?

A Yes, | did.

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

A | graduated from Texas Tech University in
petrol eum engi neering with my Ph.D. degree in 2020.
So |'ve been working at the -- frack engineer in the
Perm an Basin, 2019 briefly. And have over 20
publications in the related area.

M5. HARDY: M. Chair, based on Dr.
Tu's education and experience, | request that he be
gqualified as an expert in reservoir engineering.

MR. FUGE: Dr. -- Dr. Tu's is so
gual i fi ed.

M5. HARDY: Thank you.
BY MS. HARDY:

Q Dr. Tu, let's ook at the reservoir dynamc
si mul ati on.

A Okay.

Q What are the key considerations of Targa's
application for authorization to inject? And |I'm
| ooki ng here at Slide 30.

A So, the reason for the study, the dynam c
sinmulation study, is that we're -- we're trying to
follow the state rule, that Title 19, Chapter 15, and
the Part 26 for the -- injector wells, to denonstrate
that specific -- the proposed -- the injection

plan -- that's our Red Hi Il [sic] AG No. 3 wl
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preventive waste and it will protect their perlative
rights, and it will not harm no public healths [sic]
or the environnent.

So, specifically, we will denpnstrate that
Bel | Canyon and Cherry Canyon formations can receive
this acid treated acid gas or TAG at the proposed
injection rate, 30 mllion standard cubic feet, and
the formation will safely contain the injected TAG
volunme within the proposed said injection tinmefrane
and the post-injection tinmefrane.

And al so, the proposed injection well wl]l
be operated at or bel ow the maxi num surface injection
pressure approved by the conmm ssion. And lastly, the
proposed injection well will allow for the storage or

sequestration of the TAG which is in the public

I nterest because it prevents us -- otherw se, there
will be flaring and admtted to the atnosphere.
So -- or the associated with -- and other associ ated

envi ronnent al i npact.

Q And what is shown on Slide 317

A On this slide, first of ally, wll show the
map of the Red Hi Il [sic] gas treatnent facility that
Is wwthin the -- that we have the AGL No. 1 well and
AG@ No. -- proposed No. 3 well. And it -- and the
tenmporary abandoned AG No. 2 well. And currently,
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that we have AG No. 1 well actively injecting in the
past five years, since August 2018, with the average
rate of 1.2 mllion standard cubic feet. And we just
had a hearing in May that did the five years for
about -- of the injection.

Q What is shown on Slide 327

A The slide 32, it shows the reservoir
dynam cs sinul ation nodel that we built for this
study. That the first on this chart, it shows the 2D
area -- of the domain of the nodel, that the -- see
that it's -- the sub-property of the Red Hill [sic]
facility. As well, on this chart, it shows the 3D
view of the -- of the npodel.

And our nmodel is with the 3.5 -- 3.3 into
our -- and it can -- nore than half a mllion -- the
average -- size is about 100 square feet, which is the
very fine grade considered in reservoir engineering or
sinmulation, that is. And also, our nodel contains the
four core zone that consists of the 18 layers. That's
Sal ado, Castile and the Lamar will be our cap rock.
Bell| canyon, Cherry Canyon wll be our --.

Q And what is shown on Slide 33 regarding
nodel initialization?
A On the Slide 33, it shows the initial

conditions that we gave to the sinmulator to mmc the
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initial conditions of the -- how the reservoir wll be
starting prior to injection. So for the pressurize
that we have the testing results fromthe previous
literatures that average regul ar pressure at the Bell
Canyon and Cherry Canyon will be 3,400 and there's
this 700 -- respective weight, and the tenperature
wi Il be around 116 and 125 Fahrenheit degrees,
respectively.

And the -- saturation that we assune it is
the initial 100 percent saturated by saline water and
the -- it would just -- the water saturation will be
55 percent. And we also assune that -- the formation,
brine will be 20,000 ppm And on the right to this
cart, this shows the relative perneability that we
give -- the sinulator to do the two-phase well, which
is gas and the water.

And on the bottomchart, that it shows the
initial pressure distribution within our nodel --.

Q And what are the sinulated injection
paranmeters shown on Slide 347

A So on this slide, first the -- is the
timeline chart that we're giving you a very
straightforward view of the -- howit sinulates as it
takes. So we started sinmulation as to August 1, 2018.

That's when the AG No. 1 started injecting in to a

Page 97

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

shard canyon information. And after five years, which
I s about we presune that the AG No. 3 will start
i njecting on January 1st of 2024.

And after 30 years, marking the AG No. 1
well of the injection, which shall end that well,
because it's a reach of 30 years injection with
authority. And then simlarly, 30 years after the AG
No. 3 injection, we shut it down. And after that, we
continued 30 years of a post-injection to mmc the
approved -- and pressure m grates behavi ors.

On the table it shows the well control, that

calcul ated, that we give it to the nodel. That

first -- the primary control give to the AG No. 3
well is that it we inject it with the 13 mllion
standard cubic feet rate for all -- over the 30 years

of active injection. And also, the well head pressure
and bottom pressure will be set to the 90 percent of
t he maxi num al | owabl e injection pressure.

And al so, the inpact of the A No. 1 is
considered a -- we probably will abandon AG No. 1
after the A No. 3 turns into access, but we stil
want to be on the safe side, so we do consider
the -- this -- injection sinultaneously.

Q And what is shown on Slide 367

A Yeah. So because, as | nentioned, that we
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have the AGG No. 1 well had started injecting in
August 2018,

t he historical

responses

to be nost accurately affects the --

happened i

to evaluate it, this nodel that we created

n Cherry Canyon and -- and Bell

I nformati on.

the historical
date -- exported fromthe OCD website.

green-dash line, that is the sinulated nunber that

actually followed the exact -- was the historical rate
was. And on the green nean -- excuse ne, the blue
line that it shows the cunulative gas injection in the
past five years.

five-year re-validation hearing before.

Q And what's shown on Slide 367

A Yes. So on this slide, thisis -- it's a
counterpart for what's showing in Slide 35. It shows
t he wel | head pressure response of the A No. well in

So on this chart, the green circles show to

This chart was al so showed in the AG No. 1

t he past five years injection. So again,

dates are the realistic data that are recorded from

the field,

sinmul ated data fromthe injection by setting the

and the red Iine that it shows the

so we want to | everage the data by using

i njection rate and the pressure

what coul d have

I njection date that explore -- a

And t hat the

Canyon

the circle
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I njection rate at the primary controls.

So we observe how they -- well head pressures
responses you -- as you can see, that it is fluctuated
at the -- within the expected range.

Q And what is shown on Slide 30 -- Slide 37?

A Yes. So on this slide, that is actually
shows the prediction of the AG No. 3 well, which is
the well that we're proposing right now. Because
after we evaluated -- nodel is the trustworthy, that
we started injecting it for 30 years with a constant
rate of the 30 mllion standard cubic feet, that we
can see that the injection rate, it's a very flat and
stands through the entire 30 years from 2024 to 2054.

That gives us the -- the confidence that the

pressure limts that hasn't been really exceeded,
that's how we can achieve a very flat and snooth |ine
of 30 mllion standard cubic feet through the entire
30 years.

Q And what is shown on Slide 38 and 397

A So, on Slide 38 and 39, simlarly to what |
showed of the AG No. 1 well, this one shows the
response of the well head pressure of the AG No. 3
well. So, this red line, that shows that starting
fromthe 2024, that we're injection, the well head

pressure, because we consider the well bore nodel that
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doctor -- | nmean, M. Ragsdale -- yeah, just

presented, so we considered the tubing data, so we see
that -- sinulator, that's why we can get the well head
pressure.

So as we can see, that the well head
pressure, starting around the 1,400 psi and the
gradual increase, and the average value is about
1,450 psi throughout the entire 30 years. Mbst
| nportantly, that because the OCD do have the fornul a
to cal cul ate the maxi num al | owabl e wel | head pressure.
So we conpared that data with the -- our cal cul ated
data, the maxi mum al |l owabl e pressure, which is 1, 767.

That is saying that even at the end of the
30-year injection, our wellhead pressure of the Red
Hll [sic] AG No. 3 is way below what is the -- of
approved to be the maxi mum pressure. So we'll -- are
confident that the injection can be perfornmed under
t he maxi num al | owabl e injection pressure.

Q And what is shown on Slide 40 regarding the
pl ume?

A On this slide, it shows that TAG s novenent
and m gration during the 30 years of active injection.
So fromthe left to right, it shows you four tines
depth. So the earliest is the -- on the left is

the -- where the year of January 1, 2030, that shows
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the -- about six years after we start the injection
between the -- the sides. | would say this is around
.2 -- .4 mles, the dianeter.

And after another five years, so 2035, that
we can see the plune start to increase gradually and
simlarly, for the next ten years, of 2045, till the
end of the 2055, we charge one year after reinjection,
so the well with a shut-in on 2054. That shows at the
end of the 30 years injection, nost of the TAG plune
suspend remains stay at the Targa's Red Hills facility
subsurface land and it didn't mgrate that nuch.

Yeah. This is the 2D view of the --

Q And then what's shown on Slide 417

A So on Slide 41, that we did a cross-section
of a 3D view of what's happening. So if you see
this -- these two lines, that -- that defines the
I nterface between the Bell Canyon and the cap rocks,
the Lamar |inestone, that you can see that the TAG
fl unmes was contai ned under our cap rocks. And
primarily, it is the -- it's based within the Bel
Canyon because the chart can, and first of all, that
we believe the -- across the inperneability are | ower.

Second of all, as their deeper, that
woul d -- and we use the same surface pressure to

I nject that TAG and will preferentially go to the
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shal l ower formation, which is the Bell Canyon. So

that if that's a buffer zone, actually, at the -- at
the Cherry Canyon surface of the upper zone, | would
say, to the -- the Brushy Canyon that -- just as
before 'cause we believe that it wll -- a -- a

preferentially, and mainly stay in the Bell Canyon
formation.

Q And Dr. Tu, what are your concl usions and
recomendati ons?

A So from our conclusion -- from our study,
after our careful geological review and well design,
as well as the dynam c sinulation study, that we found
that the -- first, is the Bell Canyon and Cherry
Canyon formation can receive the TAG at the proposed
injection rate, 13 mllion standard cubic feet. Not
only that, and also the injected TAG can be safely
contained within the proposed injection zone during
and after the injection tinmefrane.

Next, the proposed injection, we found that
it's also will be operated -- can be operated at bel ow
t he maxi num surface injection pressure and al so, the
proposed injection well. Therefore it will al
the -- TAGto be in the public interest that prevents
the flaring and associ ated environnental inpact. So

therefore, I wll conclude that our study denonstrates
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that the -- the A No. 3 wll prevent the waste and
protect the perlative right and will not harmthe
public health and the environnent. So we believe it
shoul d be approved.
Q Thank you.

M5. HARDY: | have no further questions
for Dr. Tu.

MR. FUGE: M. Moander, do you have any
questions for Dr. Tu?

MR. MOANDER: Not hing from OCD, M.
Chair. Thank you.

MR. FUGE: M. Fel dewert?

MR. FELDEWERT: No, sir. Thank you.

MR. FUGE: Thank you. -- Dr. Tu. Oh,
sorry. | apol ogi ze --

DR. AMPOVAH: Dr. Tu, so | just
want -- by saying that once A No. 3 cones in -- and
| don't shut the AG No. 1?

THE WTNESS: It - it is likely. |
will like to, M. Eales to cover --

DR. AMPOMAH: Yeah, | think it's best
for -- okay. Yeah, | think at that point --

M5. HARDY: You -- we have to call you
back.

DR. AMPOVAH:. Sorry.
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THE WTNESS: It's all right. Okay.

MS. HARDY: But we can do that.

THE WTNESS: To ny -- to ny
under st andi ng, that's the case. Yes.

DR. AMPOVAH: So we -- we need to be
sure on that.

THE W TNESS: Mm hmm

DR. AMPOMAH: So -- because when | | ook
at your nodeling, you did the issue margin up until
the end, let's say -- yeah, you did the history margin
with -- with historical data fromAG No. 1. But |
did not see a forecasting of AG No. 1 when the AG
No. 3 canme on screen. So | think that question is
sol ved.

So we know that AG No. 3 cones on --,
AG@ No. 1 is going to be shut-in because you didn't
know, immediate -- that interference of the injection
fromAG No. 1 and AG No. 3. Wiich -- as to -- can
convince nme, you know, to know that you -- so that
guestion, | really want to -- that.

THE W TNESS: Can - -

M5. HARDY: We can call M. Eales back
to answer that question, if that would be hel pful,
which it sounds like it would be.

MR. FUGE: Do you have any questions
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about the cubic --?

DR. AMPOVAH: Yeah. | do want hear
t hat answer.

MR. FUGE: Okay.

DR. AMPOMAH: So that --

MR. FUGE: Ckay.

DR. AMPOMAH: -- can --

MR. BL OOMt Before M. Eal es cones up,
Dr. Tu, | have one -- | have one question. Did the
nodel i ng of the plunme spread that you showed for AG 3
assunme that AG 1 was operating for the sane peri od,
or shut down?

THE W TNESS: Shut down.

MR. BLOOM It -- it assunme -- it
assunmed that we shut down after getting -- it cane on?

THE WTNESS: No. It assuned if
the -- excuse ne.

MR. BLOOM It -- so --

THE WTNESS: This is the tineline.
It - it assunes it's the operate from 2018 to 2048.

MR. BLOOM So in those three slides
that had -- to the -- to the plunme nodel, so this
i mge here, the TAG plune after 30 years --

THE W TNESS: Yeah, that's --

MR. BLOOM It shows the -- assunes
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that the AG 1 has been operating for -- not the whole
period, but for it -- this -- for -- and 30-year life,
as wel | ?

THE W TNESS: Yes. The reason we don't
see it here because that the AG No. 1, the past
30 year, even if it's still permtted to inject under
30 mllion standard cubic feet, but because of the
tight properties in Cherry Canyon, as you can see, in

t he past five years the average injection rate is only

about 1.5 -- 1.2 mllion standard cubic feet. So
that's the rate we use to inject the -- in the next 25
years.

So that's why you are seeing the plunme
that it shows as the one plunme, but it is so -- just
because the AG No. 1 was the -- covered by the plune
of AG No. 3. Does that nake sense?

DR. AMPOMAH: So we don't see AG No. 1
here?

THE W TNESS: That's because this is
showing the top layer of the Bell Canyon and AG No. 3
injects into the Cherry Canyon. So this slide is
show ng the layer of Bell Canyon. Does it nmake sense?
So it's -- yeah, but I -- but I -- I -- yeah, | agree.
It's -- it's a little confusing, so | should have

conbi ned both plunmes fromdifferent elevation to the
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same -- on the 2D view so that we can have a clearer
depi ction that -- yeah.

DR. AMPOVAH: So based on that
information, then -- | don't -- information, | don't
necessarily need a -- but -- so |l -- not 100 percent
agree with that --

THE W TNESS: Mm hmm

DR. AMPOMAH: Because if you | ook at
the slide way was showing the full -- of the AG No. 3
for -- the injection rate, go to the --

THE W TNESS: Yes.

DR. AMPOMAH. Okay. So | want to
see -- for the AG --

THE W TNESS: No. 1.

DR. AMPOMAH: -- for AG No., okay.

THE W TNESS: Mm hmm

DR. AMPOMAH: Now, can see, correct?

See the -- based on the -- of the nopdel, | don't see
where that's in the -- | don't. But - -
THE W TNESS: Yeah. | agree.

DR. AMPOMAH: Even on this |ast slide,
what it show the rate of AG No. 1 and AG No. 3, that
it answers all ny concerns, that it's really, really
in the -- where -- like you have it all --

THE W TNESS: Ckay.
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DR. AMPOMAH: | do have anot her
guestion, too. But those were really the point in

that. So | also have, where it was showi ng the nodel

description. | ask Dr. U ner-Scholl e about

what -- how to you explain, so it's conplex, because |
can see you have a --, you have your -- but because
the -- your extension zone.

THE W TNESS: That woul d be the

bedr ock.

DR. AMPOVAH: But | do not see --

THE WTNESS: Yeah, it's -- it was in
the -- just the surface, the Brush basin would just

use at the bottom of the Cherry Canyon. So
they -- Bushy basin was not considered in this nodel.

DR. AMPOMAH: So how then did you

define the -- so the question is, you believe that
Brushy Canyon -- so it's conplex or no?

THE WTNESS: | don't believe so. W
don't target at it -- at the -- or at least in the
si nmul ati on. In that case, we don't -- we don't
consider that as our storage --. In fact, on the 3D

view, you can see that the mpjority of the plune stays
in the Bell Canyon. So even the Cherry Canyon, we can
say we considered the buffer zone or a sedentary

storage zone, other than --
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DR. AMPOVAH: How are -- let's

do -- let's do this one -- so you can see that there
is a mgration down there. You know, into the -- the
entire -- another question was if we feel |iKke

the -- the -- the Bell Canyon is the nost prolific
zone, why are we -- we can be -- entire Cherry Canyon,
because if you do that, then this nodel, you can see,
there is sone sort of a TAGright at -- going -- soO --

THE W TNESS: Yeah. So in this nodel,
we did perforated the whole Cherry Canyon and -- and
the Bell Canyon zone.

DR. AMPOMAH: |s that --

THE W TNESS: Yeah.

DR. AMPOVAH: But ny concern is -- you
just don't really include the pace cock rock, so |
often said about, are we really -- in the WIf spring
formation, is it really safe fromany potenti al
m gration of the oil TAG interfering in the
producti on?

THE W TNESS: At | east, on the
simul ati on case, we can see that it hasn't touched the
Cherry Canyon yet. But | would agree that we can al so

work on the perforation, the wellbore design that we

m ght not perforate the entire Cherry -- don't have to
cover the entire Cherry Canyon. That's all -- a case
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Is. The color that you are -- the saturation you are
seeing here is not a resulted frommgration. |It's
just -- it's resulted fromdirect injection. Because
t hose don't perforate it. |It's not the -- because
it's mgrated fromupper to -- to this bottom

DR. AMPOMAH: So it is your testinony
that TAGis going to -- across -- to nake sure that
t he upper -- that the -- are realistic zones that are
breaching the entire zones?

THE W TNESS: Yes. Actually,
ultimately, that before any injection, Targa woul d do
a separate test before any injection.

DR. AMPOMAH: Yeah. You would do
separate test, but you -- for how to separate test.
So | just want to know that Targa is going to take
tests and | ook at the porosity -- 'cause one event
which | -- so --

THE W TNESS: Yeah.

DR. AMPOMAH: -- you | ooking at
porosity loss to nake sure that -- keep the
Bell -- Bell Canyon the nost prolific zone, you TAG it
and that --

THE W TNESS: Yeah. That's actually
rate -- get rate -- good suggestion that we
all -- protect the open hole |og before any of the -
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- before any perforation to see the -- we'll review
for the log before -- maybe we'll nodify any
perforation zones.

DR. AMPOMAH: Yeah. | originally won't
keep you -- the -- the injection rate of AG No. 1.

THE W TNESS: Mm hmm

DR. AMPOMAH:  We're inposing that the

AG No. 3 --

THE W TNESS: Ckay.

DR. AMPOMAH: When you find out it's
| i ke, because no one -- that you really incorporate

that the nbdel from AG No. 1 for us to understand
the --. Now, let nme ask you, as you did this nodel,

you know, based on ny experience in the Cherry Canyon,

you al so nmention that it's very -- so, even you can
| ook at that -- show nme with that same -- fromthe
I njection grids, right, that it's not -- target.

| want to ask you, what do you feel
like it is the biggest difference between AG No. 1
and A No. 3 -- performance?

THE W TNESS: Th bi ggest difference, we
woul d say that before we do that, we -- realize Bell
Canyon m ght have a better porosity -- than Cherry
Canyon, so for AG No. 1, we did a conplete Bell
Canyon build. That's what the -- what resulted in the
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Cherry Canyon zone of AG No. 1 didn't inject that
what we expected -- feet, couldn't receive that rate.

DR. AMPOMAH: So when you

say -- Ragsdal es' testinony, he said that there were
sone sort of -- he was referring to AG -- well?

THE W TNESS: Two, No. 2. The drilling
during No. -- AG No. 2 well. During the drilling of

No. 2 well, that had -- when it had --

DR. AMPOMAH. So that was when you
realized that the Bell Canyon is a -- zone when
I njection?

THE WTNESS: | couldn't speak of that
because AG No. 1 well was permtted in 2012 and | was
i n high school.

DR. AMPOMVAH: Just so -- no, you are

saying that we didn't know, so when -- | really wanted
to know when did Targa know that -- that -- Canyon is
going to be nore better -- canyon?

THE W TNESS: Yeah. We -- we were nore
certain for that when we -- injecting A No. 2 while
when it's tapping through to Bell Canyon and start to
| ost circul ation.

DR. AMPOVAH: So what was
the -- conditions that you nodel ?

THE W TNESS: In this nodel, it's
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the -- | used the -- the aquifer and the -- aquifer on
the boundaries. So it's the open boundary nodel.

DR. AMPOMAH: So on your slide, you're

tal king about a -- saturation, you are -- 100
percent -- are presumng the sane -- in
the -- percent?

THE WTNESS: It's the -- you
reduceabl e water.

DR. AMPOMAH: So you -- right now?

THE W TNESS: Yeah. It should be SWR
Thank you.

DR. AMPOMAH. Yeah. So you -- percent
for the final?

THE W TNESS: Mm hmm

DR. AMPOMAH: That's right. Now, you
make nention of a -- 20,000 ppmand we -- so ny
question to you is why do we assune
when -- conmm ssion -- of that -- so why are we
assum ng 20, 0007

THE W TNESS: Because first of all, the
salinity in this case doesn't really affect nuch of
the injection results. It wll affect the solubility.
Yeah. But so --

DR. AMPOMAH: And you telling nme that

this -- | hope you are telling ne that salinity --7?
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THE WTNESS: |In this case, | would say

yes. It's comon nunber that should be used
20 mllion ppmin the Perm an Basi n.
DR. AMPOMAH. -- expl anation?

THE W TNESS: Yes. Twenty thousand
ppm

DR. AMPOMAH: That is assuned?

THE W TNESS: Yeah.

DR. AMPOMAH.  Now, |'mjust -- |I'mjust
| ooking for the source of that assunption, though.

THE W TNESS: Yes. W can -- yeah. W
can also |l ook into sone real sanple data collected and
It change our nunber to actual nunber. That should be
nore close to the reality.

DR. AMPOVAH: Yeah. That is

what -- you tal king then, about this nunmber? | just
want to make sure that Targa -- this zone that we are
targeting. |In those area, you have -- nore than

10,000 ppm That will not be your testing one?

THE WTNESS: In the C-108 and we do
have the section of the -- log, so -- the -- attached
fromthe adjacent wells. But it's not imrediately on

Targa's property.

DR. AMPOVAH: So | think -- | don't
know -- about that -- because these |lines are doing
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good, but | think -- conm ssion need nore

clarity -- especially the A -- AG No. 3. W want
to see those -- that they are -- and of the plune, you
have to show the | ocation of the -- it's not there at
all. Soit's alittle bit concerning. So is this
possi bl e?

MR. FUGE: | have sonme questions here,
j ust based on your |ine of questioning. M. Bloom do
you have any questions for this wtness?

MR. BLOOM | do. | think -- 1 think
they're along the sane lines as Dr. Anpomah's
questi ons about potential conmunication between AG
No. 1 and A No. 3. Dr. Ampomah, that was where you
wer e goi ng, correct?

DR. AMPOVAH:. Yes, sir.

MR. BLOOM And -- and that -- |ocated
or shown on the map. Dr. Anpomah, were your concerns
met with respect --7?

DR. AMPOMAH:. Yeah. So when | | ook at
the nodel, | knowit was -- | didn't know. Ckay.
Based on what |'ve seen here, but soneone who doesn't
have a | ot of experience with -- so unfocused. Right
here. | don't see A No. 1 |ocation on there, but
based on your response, you're saying that

the -- small, so it's superinposed. But | mss
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showi ng t hose --

THE W TNESS: And also, on this 2D
chart, this is plotted -- it's not -- so the -- yeah.
So the No. 1 well we deselected. That's why
it's -- the well head is not show ng.

DR. AMPOMAH:  Yeah -- | want -- we want
to see that one location right there, because you want
to see and conpare -- right?

THE W TNESS: Mm hmm

DR. AMPOMAH: And al so, if AG
No. 1 -- 3 is really perform ng better than AG No. 1,

then that -- that the comm ssion -- or let's say OCD
they will get an -- 'cause 1 -- correct? But fromthe
presentation, | do feel like just a small -- to the
presentation or -- will resolve those -- nmake sense.

THE W TNESS: Mm hmrm

MR. FUGE: | nean, where |I'm at the
noment, it doesn't sound like there are a -- suggested
the long list, but there's not -- corrections and

additions, at this juncture, that | wonder if
a -- continue this to the next hearing date would be

appropriate, to supplenent the record with the

addi tional information, and sone of the additional --7?
"Cause | -- | guess I'ma little -- 1
can't conplain -- nodeling. | think we want -- you
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feel like the nodel was done correctly and -- but that
seens to be adding it -- additional |ayers of
i nformation into the record. And that a, you know,
formal opportunity to have that introduced woul d be
better for a final decision on the case is -- is sort
of where |'m personally -- on it -- discussion on it.

DR. AMPOMAH: So, what about if they
confide that, you know --

MR. MOANDER: M. Chair, may | address
t he comm ssion real quick?

MR. FUGE: Yes.

MR. MOANDER: | don't think OCD woul d
necessarily oppose that. Could counsel have a few
m nutes to discuss that before the comm ssion nakes a
determ nati on?

MR. FUGE: Yes. Before you have

that -- Targa -- witnesses for that?

M5. HARDY: | do not have any ot her
W t nesses.

MR. FUGE: Did you want to call -- or

recall M. Eales?

M5. HARDY: Yes, | would like to recall
M. Eales, but | --

THE W TNESS: Just speak freely?

M5. HARDY: Well, M. Eales already --
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MR. FUGE: Meani ng he was
already -- got sworn in and recognized in this -- in
the -- so he --

M5. HARDY: Yeah, just
sonme -- question -- question?

THE W TNESS: Yeah, so one of the first
guestions or coments that was nade was that one, |
think the term was woul d be abandoned. And the intent
Is not to -- AG 1 wouldn't be abandoned as a well,
but it would be there as a redundent well. So | just
want to make sure that that point was nade clear, that
It's -- we don't intend to plug and cenent in that
well, but it's there as a redundent well. [If that
matters in the opinion.

MR. FUGE: So -- so, it would be area

redundent well. It is currently
authorized -- injection rate and other things |ike
t hat ?

THE W TNESS: Correct.

MR. FUGE: Okay. Are there any
questions?

DR. AMPOMAH: Yeah. So -- is that what
they're trying to figure out is -- see, you know,
t hose plunes, the interactions. W want to see that

for -- show that -- pressure too nmuch? You
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have -- counsel stated to -- for one -- one is shut

down, because it's just not going to add anything

to --?

THE W TNESS: W good -- dependi ng on
the salinity, | was aware that Dana Ul nmer-Scholle
was -- is nore know edgeabl e about that data. So it

may be worthwhil e asking her for that data point.

DR. AMPOMAH.  You know, in you report,
| can see that you did water analysis. Right? | saw
that. But your witness is saying we assune. So |'m
| i ke, okay, so this is what that happens. So what are
you assum ng?

THE W TNESS: Yeah. And | think the
answer to that was, as Dana Ul ner-Scholl e provided
that nunmber to David -- Dr. Tu for the nodeling. So
he -- he received that from you know, another menber
of the team

DR. AMPOMAH: Thank you. Okay.

THE WTNESS: And that's it.

DR. AMPOMAH: And | do not have any
consents with the gas -- nunber, but just that |I'm
pretty sure OCD -- can nmke sure that there's a --

THE W TNESS: Correct.

DR. AMPOVAH: -- doctor -- so --

THE W TNESS: Yeah. W -- we did take
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that nunber fromarea wells and -- and known -- it's
a-- it's a known nunmber, not an assumed nunber. So |
just wanted to make sure that was clear, that

It -- but it canme from anot her person other than

Dr. Tu. So when he explained that, he was not aware

the specific, that's true, that it came from soneone

el se.

DR. AMPOMAH: Thank you.

THE W TNESS: Thank you.

MR. FUGE: -- Hardy, would you like to
confer?

MS. HARDY: Sure.

MR. MOANDER: | think that'd be a good
| dea.

MR. FUGE: -- break?

MS. HARDY: Five-m nute break. Thank
you.

(OFf the record.)

MR. FUGE: -- back from our break, for
the court reporter's benefit. Do you have a report

out fromthe discussion anong counsel ?

M5. HARDY: | do, M. Chair. So, there
are two matters. First, Dr. Tu is -- he can present
the slide that Dr. Anpomah had requested. He has it

on his conputer and we can provide that now. And
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then, also, submt a hard copy to the comm ssion, if
t hat woul d be accept abl e?

MR. FUGE: Yes.

MS. HARDY: And then, after he does
that, then we can give you a report on the discussions
anong counsel, if that is acceptable?

MR. FUGE: That works.

M5. HARDY: Okay. Thank you very nuch
and thank you for your allowance of our discussion.

MR. MOANDER: M. Chair, if | mght.

So it looks to nme like nore -- | hope to do is get a
little bit nore infornation on the record. Then, if |
could possibly allow us to finish --?

MR. FUGE: Yeah.

BY MS. HARDY:

Q Okay, Dr. Tu. Can you explain what is shown
on the slide that you have put up on the screen?

A So, what |'m showi ng you now is actually a

sinmulation results of the case that we just presented

and the -- and the exhibit like that. So what you saw
earlier on the slide that is the -- this |ine of a

13 mllion standard cubic feet. Does that nmake sense?
The injection of AG No. 3 well, and that does stated

that the A No. 2 -- No. 1 well continued its
injection till the end of 2048. That's the end of the
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30-year injection by the first tinme when it is start
to inject.

So, it use the rate of 1.2 mllion
standard cubic feet, which is the average of what
happened in the past five years. It would never, even

if it's the permt use 13, but because of the pressure

limt, it will never go up to -- that far. So it also
shows AG No. 1 well in the sanme case, they inject
this sinmultaneously, that this -- injection in 2048.

MR. BLOOM  So your testinony is that
notw t hstandi ng the higher permtted limt in the AG
well, AG 1 permt, is not going to hit those because
of the porosity and observed operation --7?

THE W TNESS: Yes. And -- yeah. And

even Targa, regardless, it's a redundent well. It's
inject or not, it will not affect what we propose for
AG No. 3 well. And besides that, for the plunme view

t hat comm ssioners requested, this is the 3D view of

our nodel and I will do a filter of where the
saturation -- that's a gas larger than 1 percent, so
that will show you the gas plunme fromthe top field.

So we can see that fromthe top field,
this is basically what you saw on the map, but if we
zoomin fromthe side, we can see that the AG No. 1

plume -- resulted plune, that is hiding beneath the
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AG No. 3 plune.

the earlier slides when we had the --

So that's why it wasn't showing in

vi ew because the

pl ume created the AG No. 1 in Cherry Canyon, it was
beneath what the AG No. 3 created up here.

DR. AMPOMAH. Oh, okay. ©Oh, zoom
Make it big so | can see.

THE W TNESS: Yeah.

DR. AMPOMAH. So now you have all the

two wells being injecting?

THE W TNESS:

DR.  AMPOVAH:
t he Bell Canyon?

THE W TNESS:
of AG No. 1 well

DR. AMPOMAH:
figure out --

THE W TNESS:

but not the plume because that's what's what

DR.  AMPOVAH:
presenting the plune,
THE W TNESS:
DR. AMPOVAH:
it sounds |ike the AG No.
the -- into the Bell

THE W TNESS:

Canyon?

Yeah.

And the AG No. 3 -- in

That's covered the plune

that's in the Cherry Canyon.

Yeah, you -- difficult to

can you turn off AG No. 37

| can turn off the well,
in there.

Yeah, the way you

can you show --7?

Yes.
The way it was show ng,

so getting sone TAG into

And so this is top |ayer.
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The -- yeah, AG No. 3.
DR. AMPOVAH:. Take it --
THE W TNESS: AG No. 3, you can see

the AG No. 1 is still -- AG No. 1 is still had
in -- we're just showing it |ayer by |ayer, so --

UNI DENTI FI ED SPEAKER: -- you zoom
in -- how slowy --

THE W TNESS: Okay. Now -- now it
shoul d be better. |I'mnot going to change the zoomin
and zoomout. So this is Layer No. 9, which is one of
the top layer of Bell Canyon. As we increase the
nunber, we're going deeper. So it's Bell Canyon, a
second | ayer, and then, you can see that so far, we
cannot AG No. 1 well, whatsoever, because we're stil
in Bell Canyon. And after that, now here's AG No. 1.
Yeah.

So it's been hiding by the AG No. 3
zoomthat | created on top of it. That's why we
didn't show that and see -- we couldn't see that in
the earlier slide.

MR. BLOOM So -- and I'minterpreting
it correctly, that as you go down into the |layer of a
proposed well should be injecting into the sane
formation, the Cherry Canyon. Your nodeling shows

that there will be no interference.
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MR. BLOOM Interference or interaction
at all because even at the end of the life,
the -- does not or it's not projected to propagate
close to the AG 1's?

THE W TNESS: No. No, it won't.

MR. BLOOM  Okay. Okay.

DR. AMPOMAH: That sounds good. | feel
t oday.

THE W TNESS: -- upgrade sonewhere.

MR. FUGE: Notw thstandi ng, obviously,
we're recording it and it is in that record, and as
part of the transcript. |t would be helpful for the
comm ssion, it's submtted for the record, information
reflecting that.

MS. HARDY: We -- we will do that. We
can print out --

THE W TNESS: Yes.

M5. HARDY: We can submt PDFs of
the -- of those slides.

MR. FUGE: Okay.

THE W TNESS: Yes.

M5. HARDY: Yes? Ckay.

THE W TNESS: Yeah.

M5. HARDY: We will do that. Okay.
And that was all | had for Dr. Tu. Ckay.
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THE W TNESS: Thank you.

M5. HARDY: Thank you. And then with
respect to the discussion anong counsel. There are
sonme concerns about OCD s permt condition. So we
woul d propose that, if this is acceptable to the
comm ssion, that the comm ssion could decide this
matter today and deci de whether to, you know, approve
Targa's application for AG 3.

And then M. Feldewert, M. Mander and
| can work on these permit conditions, and including
themin the order that we would submt to the
conmm ssion. And hopefully, we wouldn't need to have
anot her hearing on that unless there are questions.
That's what we woul d propose.

MR. FUGE: Okay. So, potentially, the
proposal is comm ssion -- conm ssion take a vote on
whet her to approve the well, kind of proposed
| ocati on, other pieces subject to the party com ng
back in with an acceptable order and kind of -- set
condi tions?

M5. HARDY: Exactly, | believe.

MR. MOANDER: And, if | may, M. Chair,
| think the reason for this is there -- there is sone
guestion about the Silurian-Devonian formation.

That's really the crux of this. And | think it would
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be beneficial for the comm ssion and frankly, the
parties to have, in particular, nyself, M. Tremine,
iron that out and make sure we're clear.

Because | think there -- there is a
question here on whet her those conditions should be in
pl ace or -- or how appropriate based on the
application and the testinony.

MR. FELDEWERT: -- | think
this -- right. First off, alittle history here. A
little history, right? They filed an application for
injection into the Silurian-Devonian, okay? In part
because of the seismc slides you just saw today. M
client's object -- that they're concerned. Strongly
concerned about additional disposal in the Silurian-
Devoni an at this | ocation because of the geology in
the area. Ckay?

So as a result, they withdrew the
application and the only matter before you today is
whet her they can dispose in the Del aware Mountain
Group. We are not opposed to that. |It's the only
thing that's been noticed here today. There's been no
testi nony presented on anything other than disposal in
the -- in these intervals of Del aware Muntain G oup.

So | do not see -- so A, when we cane

I n and saw the conditions 2 through 5 that discussed

Page 128

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

or suggested, or hinted that there may be a

future

Devoni an-Silurian well that would be drilled, and then

these wells would be -- one of the wells would be a

shut-in, et cetera. That -- conplete surpr

se, number

one. Okay? And this hearing is not noticed for that.

There's been no notice that there's any -- there's

going to be any discussion about potential or

suggested disposal in the Silurian-Devonian formation
in this area.

Al so, we --

MR. MOANDER: -- AG 2, which is

al ready authorized, and I know there were technical

I ssues drilling it, but that's already

aut hori zed -- Devonian and Silurian di sposal

and |

thi nk there, the conm ssion went on the record about

concerns about -- | nean, the structure that's

contenpl ated by the petition -- was contenpl

t he authorization for AG No. 2, wasn't it?

ated in

MR. FELDEWERT: That well has been

abandoned.

MR. MOANDER: Has it been formal, fully

abandoned?

MR. FELDEWERT: Has it been fully

abandoned? | thought it had been.

M5. HARDY: It's tenporary abandonnent.
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MR. FELDEWERT: Okay. That order is --

MS. HARDY: But --

MR. FELDEWERT: -- that -- but that
order is no |onger valid.

M5. HARDY: No, | think the order is
still valid, but Targa's evaluating how to proceed
with respect to that well, and that's part of the
reason for the tenporary abandonnent.

MR. FUGE: That -- or that's ny
understanding, is that it is not fully abandoned, so
there is still a Silurian-Devonian well and that
| eaves the order approving that one, hinted at these
| ssues - -

MR. FELDEWERT: Correct.

MR. FUGE: -- that were discussed
there, certainly on the OCD side about having a
Silurian-Devoni an di sposal to reduce the disposal
of -- of -- at least that's how | understood that.
| -- I didn't go -- order -- before, so --

MR. FELDEWERT: Okay. So | don't -- |
don't know about that, and | think that's sonething
that has to be exam ned because of these concerns.
And if need be, we need to have a hearing on that.
Okay? But the point is there are conditions that they

brought today didn't say anything about that AG 1.
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Okay? | tal ked about a new application --

MR. FUGE: Ckay.

MR. FELDEWERT: -- for a separate
di sposal well in the Devonian. | don't have them
right in front of me, right? But the point being that
there's nothing -- there's been no noticed today to
anyone that there's going to be any discussion about
future Silurian-Devonian disposal. So | don't see how
you can have sonething in your order arising out of
this hearing that even suggests or contenplates a
Si | uri an-Devoni an di sposal .

And so that's -- we would remain
opposed anything in the order that says that. And if
that's even under consideration, then we need to have
anot her heari ng.

MR. FUGE: Okay. Go ahead.

MR. FELDEWERT: Thank you.

MR. FUGE: M. Moander -- concerns
about | ong-term Del aware Mountain Group -- hole. Is
there an alternative set of conditions?

MR. MOANDER: And that's the question
need to get answered from OCD technical staff, is what
woul d be the alternative, and that's the -- primarily
what |'mlooking to flesh out with them

MR. FELDEWERT: For the question that |

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

need, M. Chair, if we would be okay signing off on a
potential agreement. Three parties here?

MR. FUGE: Yeabh.

MR. FELDEWERT: W thout com ng back
and - -

MR. FUGE: | nean, so -- well,
first -- legal counsel deliberating on the record
on -- about this?

MR. MOANDER: M. Chair, if we -- on
the record and --

MR, FUGE: Yes.

MR. MOANDER: -- and -- no - no --

MR. FUGE: Today.

MR. MOANDER: -- for that. 1I'd --

-
MR. FUGE: -- agreed.

add. My thoughts -- is the conditions that
open are significant,
conditions that -- and I'm not dism ssing
M. Feldewert's point of not notice another
t he hearing,
at least in my mnd,
Del awar e Mountain Group di sposals.

be --

Ri ght ?

that fact.

think it's preferable to cl ose session --

Just want to

remai n

in my mnd because OCD s

pi ece of

but the conditions that clearly signal,

a desire to not have long-term

That woul d

And if you did Silurian-Devonian,
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iIf -- if you were conditioning devel opnent of such a

wel |, and so, authorizing to say, hey, the proposal
potentially is fine, but -- order that there,

the -- work out seens a little nean and a little
premature. And so | -- | guess I'mfalling back to -

- to a continuance for presentation to sort of cure

t he recommended conditi ons.

Possibly I'Il look to counsel on this,
and possibly OCD may even -- and -- cure because of
ot her issue that haven't been actually -- here or
other things |like that -- offer testinony -- that.

MR. BLOOM M. Chair -- the
conmm ssion -- so that's enough.

MR. FUGE: It takes a lot. And so
that's --

MR. BLOOM |'ve just |earned a new
phrase, tenporary abandonnment. It sounds |like an
oxynmoron -- anyway. G ven the fact that we don't have
technical staff testifying today is special. And if
noti ce concerns are being raised, | think it would
be -- it would be -- or just -- the petition would be
to have another go at this and allow the parties to
get together and cone up with a consensus or we need
to have nore evidence, and the court will then -- and

t he comm ssi oner can decide or set it for hearing.

Page 133

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

There's too nuch -- because there's no,
like a -- to -- conditions they just granted that
they -- conditions.

MR. FUGE: Yeah. Yeah. So | nove that
we continue this to the next -- to the August 2023
meeting and that the parties continue -- get
additional -- for that -- additional
technical -- certainly, Targa -- the extra information
that's shared here. And we hear your additional
technical testinmony from-- or maybe the parties wl
cone back -- acceptable set of technical conditions
and we can sort of go fromthere. M. Moander?

MR. MOANDER: M. Chair, could -- well,
OCD woul d request | eave then to file potentially the
pre-hearing statenent within ten cal endar days, which
gives the parties a full week, next week, to get
this -- get working on this. And | think, in nmy mnd,
conversations between counsel. They knowthis is
seri ous enough and that we want to get working on this
soon.

So if OCD could have ten days, if
needed, of course. |[If there's not an order suppli ed,
t hen obviously that -- or -- or sonething along those
lines to -- then there wouldn't be a need for a pre-

hearing statenment. OCD could get that, it would be
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greatly appreciat ed.

MR. FUGE: M. Feldewert?

MR. FELDEWERT: | woul d suggest, okay,
that the problens that we raised today in terns of the
notice are not cured by having a hearing in August, or
somehow, we're back into discussion and maybe having
expert testinony about the disposal in -- in Devonian-
Silurian formation. Okay?

MR. FUGE: Well --

MR. FELDEWERT: |It's not been noticed
for that.

MR. FUGE: So, M. Feldewert, taken
back -- difference is they'Il file Silurian-Devonian
and it would be properly noticed in there.

MR. FELDEWERT: Agreed, agreed. And
what's unclear to nme when you say, well, we nmay have
addi tional testinony and conditions, is whether you're
contenplating that ny client should have w tnesses
here to discuss disposal in the Silurian-Devonian. |
don't see how we can do that under these proceedi ngs.

MR FUGE: | --

MR. MOANDER: Chair, | would agree

that -- is it -- well, of having another hearing would
not -- would not solve the notice issue. Nor would it
be fair or proper for this -- this third-party to
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bring experts and/or any -- to the next
hearing -- notice -- | think your point that if we

coul d have second hearing that is not nmeander into the

notice of concern. That would -- it would have a
heari ng.

MR. FUGE: | agree. | agree.

M5. HARDY: May | -- thank you. So |

think M. Feldewert's correct but this application
does not involve Silurian-Devonian, right? | mean,
the application before the comm ssion is for injection
into the Del aware Mountain Group. So that's what
Targa is asking the conmm ssion to approve. That's
what they're planning to do.

Targa is in dire need of this wel
because they operate their natural gas processing
plant at this location. And there have been del ays as
M. Fel dewert discussed. We filed the initial
application in February for the Silurian-Devonian. W
wi t hdrew that due to these concerns. So now we're
here and in desperate need, really, for injection
capacity.

So delay is very problematic for Targa.
| understand that there are these permt conditions
t hat hopefully, the parties can work out. But from

Targa's perspective, the sooner this can be deci ded
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the better. And with respect to bringing in testinony
and experts on Silurian-Devonian, | think that that's
just not within the scope of this application.

And | don't think that's fair to Targa
to keep delaying this matter for that reason. And I
think that OCD did have notice of this hearing today

and the pre-hearing statenent deadline was | ast week.

And - -

MR. FUGE: There was a famly
enmer gency - -

MS. HARDY: | understand.

MR. FUGE: -- that --

MS5. HARDY: | under st and.

MR. FUGE: The way that the comm ssion
woul d be flexible --

M5. HARDY: Ckay. | understand. It's
just this is difficult for -- for Targa because we
need to get this well approved. So --

MR. FUGE: You're nodeling -- of
1/ 1/ 2024, so would an August hearing interfere with a
1/ 1/ 2024 start date?

M5. HARDY: | think it takes tine to
drill the well, M. Chair.

MR. FUGE: | -- I'm-- 1"mwell aware
of it. But the issue here is questions. | nean,
Page 137

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

either -- to nove on site and -- | nean, the nodeling

didn't show a start of Decenber, Novenmber or other

pieces. | know it takes time to drill and devel op,
and ot her pieces, but -- we're -- here, there are sone
concerns about long-term-- disposal that's here.

So how do you propose the commi ssion
deals with that, in authorizing it and approving it
today if there's an -- comm ssion staff and attach --
conditions that we can attach?

M5. HARDY: | think that if the parties
were unable to reach agreenent on the permt
conditions, then I think we would need to have further
presentation to the comm ssion. | nean, | think the
order could be presented at the next neeting for
di scussion. And if the parties can't reach an
agreenent, then | think that's a separate issue.

MR. FUGE: So how does that get around
not giving a continuance -- and | -- | don't
under stand what we'd be voting on if -- if there
aren't permanent conditions, because if permt
conditions are still being negotiated and it's there,
how woul d Targa proceed with drilling or devel opnent
of a well that doesn't have approved set of permt
condi tions?

M5. HARDY: | think that know ng
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whet her the well is approved or not woul d be hel pful
for Targa. But | understand that the conmm ssion may
not want to vote on that approval w thout the permt
conditions. | understand that.

MR. FUGE: So it's alnost a, we approve
the well today. | nmean, it's your proposal that the
conm ssi on approve the well today to give Targa
sone -- certainty that they need to begi n naking
drilling and devel opnent arrangenent, but that does
t hat approval is subject to presentation of acceptable
permt conditions and -- aside fromthe standard
permt condition, acceptable permt condition happens
next -- so it goes away if they aren't presented.

Is -- is that the ask?

MS. HARDY: That's what | woul d

propose.

MR. MOANDER: Are you okay with, M.
Chair?

MR. FUGE: | would be okay with that.
| nmean, that's not -- what valid concerns M.
Fel dewert rai sed about notice. | nean, really, the

next hearing is what are the permt conditions that
are acceptable to, you know, that resolves concerns
rai sed by OCD. ' Cause | take your point,

M. Feldewert, that EOD doesn't have any concerns
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about the -- disposal? So --
MR. FELDEWERT: Chair, nmenbers of the

comm ssion who are confident that the end result

wll -- regardless of what the conditions are, there's
going to be -- it will be a whole
new -- certain -- with -- that they can start drilling
in the neantime. That any -- any scenario will still
I nvolve -- well -- on site.

MR. FUGE: \Whether -- that -- that's

where ny question is going, is if you're still

negotiating permt conditions, | don't know what
you're drilling. All they would get is certainty that
maybe then could start doing sone -- short of drilling

because without a permt conditions that M. Mander
is tal king about, I'm not aware they've actually have
the permt -- in the ground and -- that --

M5. HARDY: That woul d be ny
under standi ng. Yeah. Yes. W would need the order
to start drilling.

MR. FUGE: Oh, that --

MR. FELDEWERT: |Is -- order and
conditioning about -- I -- | think the -- caution,
that are -- is it -- it is, again, if you feel
like -- the end result is going to be the sane with

respect to what they need to know now -- they -- in
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the next nmonth, then -- we'll direct an order

that -- that protects the rights of the

parties -- now -- they want -- they -- there is no
consensus on conditions. And in fact, that wll | eave
you -- sone risk

That if the hole is dug, it

just -- it's -- conditions -- at |east they
were -- satisfactory, we would have their best, that
may not - -

MR. MOANDER: M. Chair, it seens to ne
like, it follows six and one, half dozen in another.

MR. FUGE: Yeah.

MR. MOANDER: You approve the well with
conditions that they don't get to know, you don't vote
on until August, or we still -- | mean, obvious -- |I'm
okay, probably either way, but --

MR. FUGE: | mean, for nme the only
slight bal ance, Targa has been in twice with
application -- so, | guess |I'mconfortable here, since
really, froma notice purpose, all that's really
di scuss next week is for a - | nean, not next
week -- at the next conm ssion hearing would
be -- would be -- conditions that would be attached to
t he order.

You know, | would be okay approving the
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wel | |l ocation and design, subject to Targa
suppl enmenting the evidentiary record with the issues
we di scussed and the parties providing an order
to -- in advance of the August conm ssion hearing that
reflects both standard conditions for these wells and
any special conditions negotiated by the parties.

UNI DENTI FI ED SPEAKER: Ckay.

MR. FUGE: Conm ssion? Let the record

reflect that the decision of the conmm ssi on. Thank

you.
M5. HARDY: Thank you.
MR. BLOOM |Is there an order?
we'll --
MR. FUGE: Yeah.
MR. BLOOM Let the parties --
MS. HARDY: | will do that. Thank you.

MR. FUGE: Pushing through the agenda,
pending litigation, none or no updates. And then, in
ot her business, we had no specific itens, but | did
want to rem nd everyone for the record, to accommpdate
sonme scheduling things. W discussed this and
approved it at the last neeting, but August 10th
meeting of the OCC has been adjusted to August 17,
2023 at 9 a.m, Mountain Standard Ti ne.

And the Septenber 14, 2023 neeting has
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changed to Septenber 7, 2023 at 9 a.m, Muntain
Standard Time. | anticipate we will likely be in a
simlar |ocation for both of those neetings, but
that'll be covered in a notice. And I'mfl agging
t hose changes again 'cause it does inpact timng and
ot her pieces, and yes, the chair is aware that it does
overlap with Division hearings, but --

UNI DENTI FI ED SPEAKER: So what .

MR. FUGE: The chair is aware.
Anything el se for the good of the order? All right.
| hope everyone has a good afternoon. Thank you.

M5. HARDY: Thank you.

MR. MOANDER: Thank you.

(Wher eupon, the neeting concl uded at

4:39 p.m)
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CERTI FI CATE OF DEPOSI TI ON OFFI CER

I, DANA FULTON, the officer before whomthe
f oregoi ng proceedi ngs were taken, do hereby certify
that any witness(es) in the foregoing proceedi ngs,
prior to testifying, were duly sworn; that the
proceedi ngs were recorded by nme 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 ny 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 |
am not a relative or enployee of any counsel or
attorney enployed by the parties hereto, nor
financially or otherw se interested in the outcone of

this action.

DANA FULTON
Notary Public in and for the

State of New Mexico
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CERTI FI CATE OF TRANSCRI BER

I, TERRI GREEN, do hereby certify that this
transcri pt was prepared fromthe digital audio
recordi ng of the foregoing proceeding, that said
transcript is a true and accurate record of the
proceedings to the best of ny know edge, skills, and
ability; that I am neither counsel for, related to,
nor enployed by any of the parties to the action in
which this was taken; and, further, that | amnot a
relative or enployee of any counsel or attorney
enpl oyed by the parties hereto, nor financially or

ot herwise interested in the outconme of this action.

w:.gm

TERRI GREEN
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New Mexico Rules of Civil Procedure for the
District Courts

Article 5, Rule 1-030

(e) Review by Witness; Changes; Signing.

If requested by the deponent or a party before
completion of the deposition, the deponent shall
have thirty (30) days after being notified by the
officer that the transcript or recording is
available in which to review the transcript or
recording and, 1if there are changes in form or
substance, to sign a statement reciting such
changes and the reasons given by the deponent for
making them. The officer shall indicate in the
certificate prescribed by Subparagraph (1) of
Paragraph F of this rule whether any review was
requested and, if so, shall append any changes made

by the deponent during the period allowed.

DISCLAIMER: THE FOREGOING CIVIL PROCEDURE RULES
ARE PROVIDED FOR INFORMATIONAL PURPOSES ONLY.

THE ABOVE RULES ARE CURRENT AS OF APRIL 1,

2019. PLEASE REFER TO THE APPLICABLE STATE RULES

OF CIVIL PROCEDURE FOR UP-TO-DATE INFORMATION.
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COMPANY CERTIFICATE AND DISCLOSURE STATEMENT
Veritext Legal Solutions represents that the
foregoing transcript is a true, correct and complete
transcript of the colloquies, questions and answers
as submitted by the court reporter. Veritext Legal
Solutions further represents that the attached
exhibits, if any, are true, correct and complete
documents as submitted by the court reporter and/or
attorneys in relation to this deposition and that
the documents were processed in accordance with

our litigation support and production standards.

Veritext Legal Solutions is committed to maintaining
the confidentiality of client and witness information,
in accordance with the regulations promulgated under
the Health Insurance Portability and Accountability
Act (HIPAA), as amended with respect to protected
health information and the Gramm-Leach-Bliley Act, as
amended, with respect to Personally Identifiable
Information (PII). Physical transcripts and exhibits
are managed under strict facility and personnel access

controls. Electronic files of documents are stored




in encrypted form and are transmitted in an encrypted
fashion to authenticated parties who are permitted to
access the material. Our data is hosted in a Tier 4

SSAE 16 certified facility.

Veritext Legal Solutions complies with all federal and
State regulations with respect to the provision of
court reporting services, and maintains its neutrality
and independence regardless of relationship or the
financial outcome of any litigation. Veritext requires
adherence to the foregoing professional and ethical
standards from all of its subcontractors in their

independent contractor agreements.

Inquiries about Veritext Legal Solutions'
confidentiality and security policies and practices
should be directed to Veritext's Client Services
Assoclates indicated on the cover of this document or

at www.veritext.com.
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