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PROCEEDI NGS

MR. FUGE: [|'mgoing to call the
neeting, the Novenber 8th and 9th neeting of the New
Mexico O I Conservation Conm ssion to order.

Wel cone, everyone. This is the first
nmeeting in a long tinme back in the Wendell Chino
Building. W are in Pecos Hall. Still working on
final tech filled out, but excited to be here.

Just wanted to cover a coupl e of

adm ni strative things because we're new and we're

getting to the agenda. |If you need to get onto the
w-fi, it's "NVEMNRD public."” And the password is
"security first," all one word. You wll need a

pop-up screen that says you agree to the terns and
conditions and responsi ble use. But that should get
you on the w -fi.

For parties presenting cases, please
|l og into the Webex neeting. That will enable you to
share your material in the roomon the |arge screen.
Wth comm ssioners here and other -- | just ask that
you nute your audio when you log in with those setups.

And then the last item-- and |'|
bring this up a little closer to -- because of sone
famly commtnments, | have a very hard stop at five.

So |l wll checking in with parties if we are
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presenting testinony at four to just nmake sure we can
get through it within that hour. Oherw se, we'l
continue it to the next day. As everyone saw in the
noti ce, we nmade all owance for two days given that it
originally looked Iike this was going to be a

rel atively | arge docket.

And with that, I'mgoing to send it
around to the first itemon the agenda, which is
approval of the agenda for today.

And we'll see with nmy fell ow
conm ssioners. Do you have any comments or changes to
t he agenda?

DR. AMPOMAH. Did you read the rol
call already?

MR. FUGE: Oh, sorry. Forgot to do the
roll call.

Comm ssi oner Anponmah.

DR. AMPOVAH. Present.

MR. FUGE: Conm ssioner Bloom

MR. BLOOM  Present.

MR. FUGE: Let us reflect that the
entire Conmm ssion is present in person.

And then let's go to the agenda. Does
anyone have any comments on the agenda or changes?

DR. AMPOVAH:  No.
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MR. BLOOM No. M. Chair, | nove to
adopt the agenda.

DR. AMPOVAH. | second.

MR. FUGE: Let the record reflect the
agenda was adopt ed unani nously.

Have my fell ow comm ssioners had a
chance to review the October 12, 2023, neeting
m nut es?

MR. BLOOM Yes. M. Chair, | nove to
adopt the m nutes.

DR. AMPOVAH. | second.

MR. FUGE: Let the record reflect that
the mnutes fromthe COctober 12th neeting were adopted
unani nousl y.

And we will nove on to our active
docket. We've got sonme prior cases set for status
conference and sonme new cases for status conference.

And | know from Conmm ssi on Counsel and
Comm ssion Clerk that there were sone filings that
were made, you know, within the |ast 24 hours. So we
may, when your case is called up, just ask the party
to kind of wal k through sone of those in case we
didn't have a chance to get through all of the pieces.

But the first case that's up is Status

Conference in Case Nunber 23727, Application of Targa
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Nort hern Del aware for Rehearing of Order R-13507-E,
and specifically a request that the O 1| Conservation
Conmmi ssi on reconsider conditions included in O der
Number R-13507-E.

And fromour |ast neeting, the parties
i ncludi ng the Division were potentially going to cone
up with a sort of consensus or unopposed set of
condition revisions. So I'll turn it over to the
parties.

MS. HARDY: Thank you, M. Chair.

MR. FUGE: Please introduce yourself
for the court reporter.

M5. HARDY: Dana Hardy with Hinkle
Shanor on behalf of Targa Northern Del aware LLC.

MR. TREMAINE: Jesse Tremaine with Ol
Conservation Division.

MR. FUGE: Ms. Hardy.

MS. HARDY: Thank you.

MR. FUGE: What's the status of the

di scussion regarding the order conditions?

M5. HARDY: We are still working wth
the Division on the conditions. | suspect we'll be
able to reach an agreenent. It's just a matter of

goi ng back and forth a little bit nmore and maki ng sure

t hat we have agreenent on all the issues.
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So | don't think we will need a status
conference. And | don't think we need a contested
hearing date. | think we can just reach agreenent on
an exhibit that we would attach to propose order,
provi ded the Conm ssion says that's acceptable.

MR. FUGE: That's acceptable to ne.

Do nmy fell ow Conmm ssioners have any
ot her concerns?

DR. AMPOMAH. |'m not sure.

MR. BLOOM  Yeah. That works.

MR. FUGE: Thank you, Ms. Hardy.

M5. HARDY: Thank you.

MR. FUGE: The next case up, and it's
up for final status conference because it's been
ki cki ng around the docket for a while, is De Novo
Case 21744. And you know, it's -- in the conmm ssion
records. It was going to be heard along with Case
Number 22018 and 22019. Can | have parties in those
cases appear?

MR. RANKI N: Mor ni ng, Chair. Mor ni ng,
Comm ssi oners. Adam Rankin, appearing in this case on
behal f of Col gate and here to answer any questions.

MR. FUGE: Can you give us an update on
sort of the status of these cases and | believe a

filing that you made last night in the cases?
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MR. RANKIN:. Yes. And | don't know if
you want to let M. Savage al so introduce appearance.

MR. FUGE: Oh, M. Savage, please go

ahead.

MR. SAVAGE: Yes. Good nor ni ng,
M. Chair, Conmm ssioners, Counsel. Darren Savage wth
Abadi e and Schill appearing on behal f of Cinarex

Energy Conpany. And | assune you can see ne as wel
hear me?

MR. FUGE: Yes, | can.

MR. SAVAGE: All right. Thank you.

MR. RANKIN:. M. Chair, good norning.
In this case, this case has been pending for sone
time. It took me a little while to review fully the
convol uted procedural history here. There is a matter
bef ore the Comm ssion for de novo review. And that
case was brought by Cimarex seeking de novo review of
an order approving compul sory pooling for Col gate.

Parti es have had a double hearing in
that matter addressi ng whether or not Col gate was
withinits rights to proceed and pool C marex. That
order was entered before the Conm ssion. | believe
it's 21629C.

Cimarex filed a Motion for Rehearing.

Upon the filing and briefing and argunents on that
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Motion, the Comm ssion issued a Revised Anended

Order 21629D. We, subsequently after sone tine that

t hat case was continued repeatedly Holland and Hart,

t hat entered appearance on behalf of Colgate |I believe
in May of this year, substituted for counsel for

Col gat e.

Parties have been in discussions since
we substituted, M. Chair. Mewbourne has filed a case
with the Division, Case 23688, in which it seeks to
revoke Col gate's order approving its conpul sory
pooling and to pool itself sone overl appi ng acreage
t here.

So now we have a case pendi ng before
the Division pursuant, | believe, to the Conm ssion's
order that it should hear all these conpeting pooling
cases together. And that now is pending before the
Di vision. So Col gate has been in discussions with
Mewbourne trying to resolve that issue.

And that case is now before the
Division. |It's set for a status conference on
November 16th's docket before the Division. So |I'm
not sure exactly. | don't have an update on the
di scussions there for you between Mewbourne and
Col gate. M hope is that we can get that resol ved.

In the neantinme, M. Chair, you are
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correct. | did file a Motion to Reconsider the
Comm ssion's decision to anmend Order 21629C and
poi nting out that in our view, there were sone
fundanmental errors in the Comm ssion's decision
granting the rehearing and nodi fying Order 21629C.

So with that, we had filed that Mtion.
And it is our hope that the Conmm ssion will reconsider
Its track in this case. W believe that the
Comm ssion has gotten a little bit off track inits
decision there. In light of that, | think you nay see
nore what's happeni ng here, which is an application by
Mewbourne to revoke an order that's been in place for
nore than two years. And we think that's a little bit
of f course.

So with that, M. Exam ner -- |
apol ogize -- M. Chair, I'lIl et M. Savage respond
with any questions or concerns he may have.

MR. FUGE: M. Savage.

MR. SAVAGE: M. Chair, thank you. |'m
glad that Col gate tal ked about perceived being off
course. We feel that the last-mnute Motion -- this
status conference was desi gned and stated as the final
status conference. And we were expecting to have a
contested hearing date set. All the Mtions, all the

conpeting applications have been approved and in
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pl ace, and they have noved fromthe Division to the
OCC for hearing.

Col gate had a substitution of Counsel.
That was on March 22, 2023. They have had ei ght
nont hs. They have been in this proceeding for eight
nont hs. They have never nentioned in any manner a
Motion to Reconsider. They have asked for a nunber of
conti nuances, which Ci marex has accommpdat ed on every
occasi on, although expressing our interest in having
an expedi ted, expedient hearing. W have acconmmpdat ed
them and then at the last mnute here, the |ast 24
hours, they have filed a 23-page Mdtion to Reconsi der.

Now, M. Chair, these issues that the
Moti on addresses. | have not had a chance to fully
di gest everything and anal yze everything. But it
| ooks to nme |ike these have been addressed thoroughly
by the Comm ssioners previously in the rehearing
setting. And they have nade rulings.

And these rulings were pursuant to the
statute of limtations of Statute 7225, in which we
made an application for rehearing within the 20-day
limtation period. And we believe Col gate has not
abi ded by that statutory 20 days. They have waited
over eight nonths to file a final Motion.

We think that the m ni mrum cont est ed
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hearing date should be set. W ask that we nove
forward with these contested hearings based on
ci rcunmst ances. Thank you.

MR. FUGE: Maybe a point of
clarification. M. Rankin, you referenced a case.

M. Savage suggested that all of the cases are done at
the Division with conditional orders up and, you know,
hi s position probably before the Conm ssion.

You mentioned there was a Mewbour ne
case that was set to go up before the Comm ssion next
week for sane acreage, overl apping acreage, rel ated
acreage? Can you provide a little nore color on what
t hat pendi ng case is?

MR. RANKIN: Sure. The case is Case
Number 23638. It is set for a status conference
before the Division on Novenber 16th. That case seens
to pool sonme of the acres at issue here. It overl aps
partially with the acreage subject to Col gate's order
t hat was on de novo review.

So | think potentially it has
conplicated resolution of the conpeting pooling cases
t hat have been pendi ng before the Comm ssion.

MR. FUGE: So is it your position that,
setting aside your Mdtion that was filed -- but if it

was to go forward, that the Conmm ssion would need
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23688 to go to order before we could hear the de novo
hearing if we decided to in this case?

MR. RANKIN. So M. Chair, when you
read the Mbtion for Reconsideration that we fil ed, we
do believe that there's a fundanental problemwth
hearing C marex's conpeting pooling cases before the
Comm ssion. The only matter before the Comm ssion was
Col gate's Case Nunber 21744 and the order that was
I ssued by the Division, Oder R21575.

But -- the Conm ssion has authority.
Parties who are adversely affected have the right to
seek de novo review for matters that went before the
Di vi sion and were heard before the Division exam ner
and are subject to a Division order. That's the case
with the Colgate matter.

The Commi ssion fully heard that case as
a de novo matter and issued an order. So our viewis
that, as to Mewbourne's case, which is now pendi ng
before the Division, if the Conm ssion were to take
that up for de novo, it would have to have an order at
the Division level first.

MR. FUGE: M. Savage, do you have a
response?

MR. SAVAGE: Yes. Since this is a

| ast-m nute notion, we don't feel it's appropriate for
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M. Rankin to be arguing this w thout us having the
opportunity to review and respond.

But M. Chair, it is correct that there
I's a case pending by Mewbourne. | have talked to
counsel from Mewbourne. | don't believe he is here to
comment. But as | understand it, that's very close to
being settled by the parti es.

In fact, they were trying to decide
whet her or not even the case on Novenber 16 was goi ng
to go forward. And if it does go forward on Novenber
16, | believe that if we do set a contested hearing
date that that case could be directly noved to be
I ncl uded as a contested hearing on that particul ar
date, whatever the OCC decides to set.

And if it's resolved, which it |ooks
like it will be based on the conversations |'ve had,
then it would be a noot point. And so it wouldn't
| npact the proceedings. Either way, | don't believe
it would inpact the proceedings. | believe they could
be accommdated within the contested hearing date, or
It would be a npbot point.

MR. FUGE: Looking to ny fellow
comm ssioners if they have questi ons.

But maybe Comm ssion Counsel, we got

the notion last night. | don't recall in our rules
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what woul d be a nor nal

party in it. Do they

MR. RUBI N: | don't know offhand if the
rul es do. But it would be an abundance of caution to

allow a witten response, | think the point with the

Counsel is well taken
Commi ssi on set a hear
onset of that hearing,

t hat prevents that.

MR. FUGE: M fellow conm ssioners, any

guestions on this one

opportunity to respond to a

prescribe that?

that we go and set -
ng, hear the notion.

there's nothing in

to the parties?

MR. BLOOM No, M. Chair.

not have an opportunity to review the materials that

were sent | ast night or yesterday.

case has been frustrating. No.

As far

new to this. But | think in the past we've seen

nonent s where Counsel

as | knew, M. Rank

has struggled to even summri ze

this case which has gone on for so |ong.

up here and not being

Is frustrating as a comm ssioner. So | hope that this

able to tell us where this is at

is dealt with -- manner.

MR. FUGE: So Dr. Anponmh,

any?

| nean,

heari ng the coment

In addition, this

- the
At t hat

the rul es

But | did

n, you're

So getting

do you have

s fromthe
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Conmi ssi on and advice from Counsel, M. Savage, and
arguments fromboth M. Savage and M. Rankin, we
would -- | guess |I'd like to put forward a notion
directing M. Savage to file a response within two
weeks.

MR. RUBIN. M. Chair, the exam ner for
today. O course he cane. It was 72-hours advanced
notice of the agenda. So this notion was not on the
agenda. All we have on the agenda for this matter is
the setting of a final hearing.

MR. FUGE: Fair.

| think to nove this case al ong,
because it's been sitting for a while and we've got a
Motion, | say we put it for a final hearing. [I'm
going to Motion to put it on the docket for a final
adj udi cated hearing at the January 11lth neeting.

| would just preserve for the record,
M. Savage, you have an opportunity to respond to
filings and other pieces. And the Conm ssion,
consistent with its rules, will provide sone guidance
how it's going to address those in subsequent agendas.

s everyone confortable with a
January 11lth date between ny fell ow conm ssioners for
hearing this case?

MR. BLOOM That will work.
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MR. FUGE: And | think | can reiterate
what we've heard up here. W would like a resolution.

This case has been kicking around for a |ong, |ong

time.

Thank you.

MR. RUBIN. M. Chair, | think this
woul d be better to have a Motion. |Is that fair?

MR. FUGE: Can | get a Mdtion to set --
let's read them out so we've got them Can | get a
Motion to set De Novo Case 21744 and the associ ated
cases 22018 and 22019 for adjudicated final hearing on
January 11, 2024.

MR. BLOOM M. Chair, | so nove.

DR. AMPOMAH: M. Chair, | second.

MR. FUGE: Let the record reflect
Moti on was approved unani nously.

MR. SAVAGE: M. Chair, if | may add an
addi tional comment, | would like to respond to the
Motion. M. Rankin has had nonths to reviewthe
procedural history in the matters of this case. Could
| request three weeks as a tine period to respond
I nstead of the two weeks that was nentioned?

MR. FUGE: |'mgoing to | ook at
Comm ssi on Counsel, but | think that the proceeding

was filed. On Mtions, we typically consider filing
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well in advance of the agenda at the next schedul ed
hearing. So if you get your filing in prior to any
deadline there, that should be just fine.

MR. SAVAGE: Okay. Thank you.

MR. RUBIN:. And we request that you
guys -- all argunents on the Mdtion if it's not on the
agenda.

MR. FUGE: Yes.

So that Mbdtion just consistent with
practice is likely to be on the agenda for the
Decenber 14th neeting. That would be clear when that
agenda cones out. Thank you.

l"mgoing to go to what | think it was
nooted by a subsequent filing, but I'mgoing to | ook
at Case Number 23942, Application of Avant Operating
LLC for Hearing De Novo of Case Nunbers 23640 t hrough
23645. And ny understanding is that Avant made a
filing earlier that was a week w thdraw ng that
appl i cati on.

MS. BENNETT: Yes. Good norning,

M. Chair and Comm ssioners. Deana Bennett on behalf
of Avant Operating LLC. And | did file a Mtion
yesterday, | think it was, requesting dismssal of
this de novo application.

MR. FUGE: And |I'm assum ng t hat
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request is uncontested?
MS. HARDY:
for Col gate Producti on,

uncont est ed.

MR. FUGE: | think the request is
granted then.

MR. BLOOM |I'msorry, M. Chair.
Whi ch case nunber is this? The nunbers get a little
] unmbl ed.

MR. FUGE: Case Number 23942.

Al right. Thank you.

MS. BENNETT: Thank you very nuch.

M5. HARDY: Thank you.

MR. FUGE: Next up is Case Nunber

23943, Application of Northwi nd Mdstream Partners LLC

for Approval
Requi red under Order
County, New Mexi co.
And can |
for
Any ot her
in this matter?
MR. TREMAI

O |

MR.  RANKI N:

and the request is

of Redundant Acid Gas Injection Well as
Number

Nort hwi nd M dstream cone up to counsel

Conservati on Division.

Yes, M. Chair. Dana Hardy

R- 20913 as Anended in Lea

have the parties appearing
t abl e?

party entering an appearance

NE: Jesse Tremai ne for the

M. Chair, Conmm ssion,
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Adam Ranki n appearing on behalf of the applicant in
the case of Northw nd M dstream

MR. FUGE: M. Rankin, for purposes of
the status conference and scheduling, can you j ust
give us a brief overview of the filing and kind of a
hi gh-1 evel assessnent of sort of anticipated hearing
ti me needed?

MR. RANKIN: Thank you very nuch,

M. Chair, Conm ssioners.

We have been in discussions with the
Di vision on that very matter. W have reviewed the
underlying orders that are subject to the proceedi ngs
in this case. W filed an application to approve the
second AG Nunmber 2 in this case out of an abundance
of cauti on.

Havi ng reviewed the orders, it's a
little bit anbiguous. |It's a little unclear, but we
beli eve the Comm ssion nmay have intended to authorize
the Division to approve the AG Nunmber 2
admnistratively. So we have prepared the Mdtion in
di scussion with the Division to request clarification
and for the Comm ssion to issue an order expressly
remandi ng the AG Nunmber 2 to the Division for
adm ni strative approval .

And so essentially, that's where we
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stand. We don't think it's necessary at this point,
unl ess the Conm ssion disagrees, for this matter to
occupy tinme before the Conm ssion. And we believe the
I ntent was potentially to remand to the Division for
adm ni strative approval. This is in line with other
recent AGs where the second AG s were authorized by
an order in the Pinon and Meredith case where the

Conm ssi on expressly authorized the Division to
approve the second AG adm nistratively.

So with that, I'lIl pass it off to
M. Tremai ne, who can discuss nore directly the
Division's position on it.

MR. TREMAI NE: M. Chair, | think I
agree with what M. Rankin said. There's in the order
section -- | don't have the order nunber up in front
of me right now. | apologize. But in the order
section, there is a reference to Division approval and
there's a reference to Comm ssion approval. | have
consulted with the technical team and the subsequent
ST108, for the reference, A well.

There's two technical changes to that.
One is that the surface swell |ocation has noved 125
feet. And the second being that they've nodified
their plan to drill through a zone that was

problematic for the previous as well.
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So based on that review, it's the
Division's position that the Conmm ssion has al ready
essentially approved this well, and that there are
technical changes. So it is appropriate for
adm nistrative review of this with one additional
clarification. The application was appropriately
styl ed because this well was originally conceived as
redundant to | believe it was AG@ Nunber 1, which was
Devoni an/ Si lurian well .

This is intended, the deeper injection
AG. This one is intended to be the primary injection
well. And the DMG well is intended to be redundant or
a backup. It will be online first and utilized first,
but then at sone point, it will be redundant to the
deeper injection AG solely.

The application, like | said, was
appropriately styled because this has al ways been
call ed the redundant well. But the USC group wants to
clarify to the Comm ssion that it is no |onger the
redundant well. And so | think we can clarify that in
a proposed order submtted to the Division.

| have reviewed that proposed order,
and | think it's satisfactory. [I'Il make any final
recommendations to that, and | think the parties can

submt for adm ssions approval if the Conm ssion's in
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agreenent that this is -- given the nature of the
nodi fications to the second AG's Cl108 that it is
appropriate for adm nistrative approval.

MR. FUGE: So it sounds to ne, in
listening to the presentation of the parties, that
there may not be the need for a contested hearing in
this matter and that you are close to filing a sort of
joint order with the Comm ssion, you know, resolving
this matter or at |east positioning it appropriately
fromthe Division's and the applicant's perspective.

MR. RANKIN: Yes, M. Chair. W have
prepared a joint notion specifying or outlining the
specific |l anguage in the order that indicates the
I ntent potentially to authorize the applicant to
submt a Cl108 for the second well to the Division for
approval. And that's in Oder 20913D, which has been
subsequent |y anended.

But those governing portions have
remained in full force and effect. And particularly,
you'll see M. Scherer [ph] -- and for the record I'l
cite toit. But there is a paragraph that
M. Tremaine referenced. |It's ordering paragraph
nunmber 1-E in that order. That states that "After
OCD s approval of the C108," then it goes on.

So the intent appeared to have been to
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authorize the Division to adm nistratively approve
that C108. So after further conferring with

M. Tremaine and the Division, we wll |ikely be
filing a joint notion if that neets with the

Comm ssion's approval, requesting that the matter be
referred to the Division for adm nistrative approval.
And we wi Il propose an order addressing that at the
sanme tine.

MR. FUGE: Looking at ny fell ow
comm ssioners if they have any questi ons.

MR. BLOOM No questions, M. Chair.

DR. AMPOMAH. No questi ons.

MR. FUGE: Based on the status report
fromthe parties, | don't see the need to set this for
hearing. And we will keep it on the docket waiting
for that joint notion, but | think that can be
resol ved just on the papers. So we'll |ook forward to
that fromthe parties.

MR. TREMAI NE: Thank you.

MR. FUGE: And that noves us through
our status conferences. And we now have two cases up
for adjudicatory hearing, 23686 and 23687.

"' mgoing to give a short ten-m nute
recess for the parties to just reconfigure and set up,

because this will have w tnesses and ot her conponents.
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So I"'mjust going to put the line on nute but | eave
the portal open and allow the parties to go.

And we will reconvene. Let's call it
12 m nutes at 9:50.

(OFf the record.)

MR. FUGE: Wel cone back, everyone.

Next items up on the agenda, and these were both set
for adjudicatory hearing, Case Nunber 23686 and 23687.
My understanding is the sanme parties have entered
appearances in both cases. And I'mgoing to ask a
guestion, but I'mjust confirmng what it appears from
the primary statenments and the |ike that the cases

w |l be presented together as opposed to jointly.

Then 1'm going to | ook at Counsel for
Chevron first with that question.

MS. BENNETT: Thank you. Deana Bennett
on behalf of Chevron USA, and we do intend to present
the cases together in a consolidated fashion.

MR. FUGE: Can | have the parties in
the case who are entering an appearance just identify
t hensel ves?

MR. TREMAI NE: Jesse Trenmmine for the
O | Conservation Division.

MS. HARDY: Dana Hardy on behal f of
Mewbour ne O | Conpany.
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MR. FUGE: Any other parties either in
the roomor online entering an appearance?

Heari ng or seeing none, M. Bennett,
you' re on.

MS. BENNETT: Thank you very nuch.

Thank you all for being here. W
really appreciate the opportunity. Again, my name is
Deana Bennett. And I'mwith Moddrall Sperling |aw
firm And |I'mhere with nmy coll eague Earl DeBri ne.
And we're here on behalf of Chevron USA, Inc. in these
two cases.

| did want to just say how great it is
to be back in person and in Pecos Hall. | m ght
stutter on the P a little, but it's great to be back.
Great to see people in person. Geat to have the
opportunity to mngle with our coll eagues again, so
very nuch appreci at ed.

Chevron and oursel ves appreciate the
effort you made to present this two-well pilot project
to the Conm ssion. And we |ook forward to a robust
di scussion with the Comm ssion and the other parties.

| do have a few |logistical matters that

| wanted to talk to before we get started. And sone

of that may involve the other parties as well in terns
of brief opening statenents, and |I'Il get to that in
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just a mnute.

So first I did just want to ki nd of
i ntroduce the Chevron team if that's okay with the
Comm ssi oners.

MR. FUGE: Yes.

MS. BENNETT: We have several people
from Chevron here, and I'Il just run through that
qui ckly. And sone of them are w tnesses, and sone of
themare not. So first, Cody Com skey, Bryce Tayl or,
Jason Parizek, Tom Merrifield, Fred Burner [ph], Ochi
Achi nivu. And we m ght have sonme on the phone as wel
on Zoom but for now, this is the teamthat's present.

And this is just a handful of the team
t hough, that worked on this. | just spoke with Cody
this nmorning, and he nentioned to ne that over 24
subj ect matter experts have worked together in a
col | aborative way to put together the presentation and
t he people behind the project.

So the next thing | wanted to just
di scuss i s whether the Conm ssion would |ike to swear
I n our witnesses as they testify or as a group before
each one testifies.

MR. FUGE: Qur practice has been to
swear themin as they testify. And we'll ask the

court reporter to adm nister an oath when they're
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ready to go.

MS. BENNETT: Great. Thank you.

And then |I nmentioned this briefly to
several of the conmm ssioners individually, but just
for the group's benefit, our pagination that we had
put on the exhibit packet that we prepared is likely
different than the pagination that appears to the OCD
filing system And so we intend to use the references
to the OCD filing system which is in the upper
ri ght hand corner. And so as we're noving through the
exhibits, we'll be referring to that as the exhibit
nunber. And | did pass out hard copies of the exhibit
packet s.

We did make sone revisions to the order
of our w tnesses yesterday, as well as sone slight
revisions to the order of exhibits. And so what |
wll do is refer to the exhibit nunber in the upper
ri ght hand corner and wait for everyone to get to the
sane page before we start tal king about it. But there
will just be sone little -- |'d say sone ebbs and
flows in the PowerPoint as we nove forward.

| did file the exhibits tinely, and our
exhi bit packet contains six tabs. And we'll walk
t hrough each of those tabs with the Conm ssion.

And with that, | think that is all of

Page 30

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

the logistical itenms | had to discuss wth

Comm ssioners, but | would like to have the
opportunity to present a brief opening statenment. And
| understand that sonme of the other parties may |ike

t he opportunity to do that as well. So | wondered if
the Comm ssion is anenable to that.

MR. FUGE: | have no concern with that
approach, so go ahead, Ms. Bennett, and we'll let the
ot her parties go.

MS. BENNETT: Thank you very mnuch.

So | have on the slide on the screen

the location, the map of this two-well pilot project

t hat Chevron is proposing and that we'll be di scussing
today. And the Chevron witnesses will go into nore
detail about the location of the map. But | did -- to

the |l ocation of the two wells before |I started ny
openi ng presentation.

So as | nentioned briefly, this is an
SWD pilot project. It's a two-well pilot project. So
Chevron is proposing two wells to target the DMG so
shal | ow i nj ecti on.

As | alluded to and you as you can see
fromour team here today, Chevron has undertaken a
very extensive review of the surface and subsurface

seism c geol ogical factors that are at issue here and
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that OCD has raised in its mterials as well. And
Chevron's been working on this project since 2021, so
this is along time in the making to get to the
Comm ssi on.

Chevron has undertaken this
I nvestigation of shallow di sposable -- nunber of
reasons, primarily because of the need for additional
di sposal options to address the high vol unes of
produced water fromthe spring and vol canic
formati ons.

And the goal here is to cone up with
di sposal options that do not inpair correlative rights
and that do prevent waste. So in the testinony you'l
hear today, the areas around these two pilot project
wells are not favorable for DMG production. The DMG
there is either depleted or the geology indicates a
| ow I'i keli hood of unknown DMG reserves. So taking
I nto consideration correlative rates and waste, you'l
be hearing a lot of testinony about that today.

We'll also be tal king about the | ow
potential for induced seismcity fromthese particul ar
shal l ow wel | s based on the geol ogic studies that the
Chevron wi tnesses have undertaken. And these wells
will also be protective underground sources of

drinking water.

Page 32

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

So Chevron has presented this plan to a
number of stakehol ders and a nunber of operators. And
t he operators from whom Chevron has recei ved feedback
are supportive of the project. In fact we submtted
several letters of support for the project in the
exhi bits that we subm tted.

So there are letters from Coterra, and
yesterday we submtted letters from OXY supporting the
project. W just received those letters yesterday.
And then Mewbourne, | understand fromtheir
pre-hearing statenent, is supportive of the project.
But 1'll leave that to themto also discuss.

Chevron's also net with the New Mexico
State Land Office and the New Mexico OC

So I'"'mgoing to skip sone of these so
we can get to the neat of our presentation with the
subject matter experts. But | did just want to al so
hi ghl i ght that Chevron, you'll be hearing a | ot about
data gat hering and data anal ysis today, because that's
the key el ement of the pilot project.

Chevron intends and is proposing a
request data gathering system or protocol and then
i ntends to share that data with the Division and ot her
operators, not just in the spirit of transparency, but

in the spirit of collaboration to nake sure that this
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Is a thoughtful approach to DMG di sposal,
understanding that there are historic concerns about
DMG di sposal. But Chevron's witnesses wi |l address
t hat .

And just so we're all on the sane
term nol ogy, DMG is Del aware Mountain G oup, just to
make sure. So that's that. And we'll have sone
exhi bits that show exactly where the Del aware Muntain
Group is within the geol ogic strata.

So Chevron is al so proposing nonitoring
prograns to address any inpacts to their rise to
correlative rights and waste. And so this is a
t hought ful, nmultidisciplinary approach to the request
to have this two-well pilot project approved by the
Conmm ssi on.

And so with that, | | ook forward to the
di scussion with the comm ssioners today and with the
Chevron witnesses. And we | ook forward to any
guestions that the Division and Mewbourne nay have for
our W tnesses.

Thank you very nuch.

MR. FUGE: M. Tremaine?

MR. TREMAI NE: Thank you.

This is Jesse Tremai ne on behalf of the

Conservation Division. Good norning, M. Chair,
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Comm ssi oners.

The O| Conservation Division
intervened in this case. And it does not oppose the
applications. But regarding the nature of the geol ogy
and summari zi ng the Del aware Mountain G oup, OCD
beli eves that certain safeguards for these wells are
requi red above and beyond what m ght be typical for
saltwater disposal wells that are injecting into other
zones.

We'll get to that in quite a bit of
detail once we get into the Exhibit 11 and 12. But
very briefly, as we've gotten in the pre-hearing
statenent, OCD s concerns relate primarily to
projection of correlative rights, prevention of waste,
and identifying a very key need that Ms. Bennett has
already identified, the need for additional data
regarding injection into the DMG

This is an area where | believe the
Comm ssion will be infornmed today the geol ogi cal
i nformati on and our understanding of the Del aware
Mountain Group is evolving over tine. And there's
quite a bit of additional information that is
necessary and prudent prior to, you know, a rather
i ncreased injection devel opnent within that zone.

The O Conservation Division wll
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present three witnesses today. First will be Brandon
Powel | [ph], deputy director for -- Brushy Canyon.
Next, we will have Phillip Goetze [ph], the U C Bureau
chief. Then we will have M. MI1lion Gebrem chael

[ ph] testify.

We anticipate OCD s presentation taking
approxi mately an hour and a half. Try to stick to
t hat .

Basically, that's a brief outline of
OCD s concerns and where we're going with the
presentation. So |'ll leave it there for now.

MR. FUGE: Ms. Hardy, do you have any
opening remarks you'd |ike to make on behal f of
Mewbour ne?

M5. HARDY: Yes, thank you, very
briefly, M. Chair.

As set out in Mewbourne's pre-hearing
statenent, Mewbourne's reports, Chevron's
applications, as long as appropriate conditions are
i nposed on the injection and nonitoring occurs to
ensure the protection of correlative rights.

And we did cite in our pre-hearing
statenent the Comm ssion and Division objection rule,
Rul e 26, which requires that -- be maintained in such

a manner that allows the fluids to be confined to the
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I njection interval. So that's critically inportant
here to Mewbour ne.

And in addition regarding OCD s
recommendati ons, Mewbourne fully supports OCD s
proposed procedures regarding the adm nistrative
approval of DMGSTWD permts that are set out in OCD
Exhibit 11. Mewbourne believes these procedures wl |l
mnimze the risk of waste and protect correlative
rights.

Mewbour ne al so has sone ot her
recomendations that | will ask OCD s w tnesses about.
Real |y, they are that OCD seek the support of NMOGA
Its DMG di sposal capacity reexam nation workgroup, to
create a DMG type |l og and stratigraphic cross sections
to ensure consistent DMG | ayer picks across the basin
and al so that OCD consider the requirenment to perform
a new SRT test, a step-rate test, any tinme the tubing
di aneter on the well is upgraded or additional DMG
preparations are added below the current disposa
i nterval .

So with the proposed conditions,
Mewbour ne does support the applications. Thank you.

MR. FUGE: And | just want to check

before we go through just to nake sure. | believe the
State Land O fice entered an appearance, but | don't
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see counsel for the State Land O fice here or online.
But just want to open up that ask in case they have
opening remarks. G ve a second.

UNI DENTI FI ED SPEAKER: M. Jared Levy
[ ph] will not be in attendance today.

MR. FUGE: Ms. Bennett, then. 1'l]
turn it over to you.

MS. BENNETT: Thank you very nuch.

At this time, | would Ilike to call our
first witness, M. Cody Com skey.

MR. FUGE: Can | have the court
reporter to admnister an oath to M. Com skey?

Thi nk he's ready.

THE REPORTER: WIIl the w tness pl ease
rai se your right hand.
VHEREUPON,

CODY COM SKEY,

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:

MR. FUGE: Thank you.

M5. BENNETT: M. Com skey is |ucky,
because he's going to be testifying for y'all tw ce.
So he is going to be giving an initial overview of the

pil ot project and, |ike, the 30,000-foot view but as
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well as sone information on the detail ed anal ysis that
has gone into this pilot project. And then he's going
to come back later in the day to discuss seismcity.
So you will be seeing himagain |ater today.
EXAM NATI ON

BY MS. BENNETT:

Q So M. Com skey, please state your nanme for
t he record.

A Cody Com skey.

Q And for whom do you work?

A Chevr on.

Q And how | ong have you worked for Chevron?
A Four years.

Q What are your responsibilities at Chevron?
A So I'm a subservice advisor for Chevron's

primary business unit nmainly focused on water disposal
operations planning, seismcity analysis, reservoir
nodel i ng, engagenent with various stakehol ders,
regul ators, academ a. Things of that nature.

Q And what is your -- well, have you
previously testified before the Ol Conservation
Di vision or the Conm ssion?

A No, | have not.

Q Have you previously testified before another

adm ni strative body?
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A Yes, | have.

Q And is that the Texas Railroad Conm ssion?

A Yes, it was.

Q And were your credentials accepted as a
matter of record?

A Yes.

Q Can you provide a sunmary of your

educati onal background?

A | have a Bachelor's of Science degree from
Texas Tech University focused on geophysics and
tectonics. | graduated cum | aude from Texas Tech. |
have a Master's of Science degree from Bayl or
Uni versity in geophysics, earthquake sei snol ogy, and
crust tectonics and ki nemati cs.

Q And do your responsibilities at Chevron
I nclude a review of seismc review?

A Yes, they do.

Q And do your responsibilities include SW
devel opnent and permtting?

A Yes, they do.

Q Bef ore you worked at Chevron, where did you

A Anadar ko Petrol eum Cor porati on.
Q And what did you do for Anadarko?

A Had a variety of roles. | worked in our

Page 40

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

sal es, sharehol der devel opnent for a period of tine.
| also worked in our global exploration group. |
worked in -- it was focused on West -- devel opnent
expl orati on, raw nechani cs. | cane back to work on
our gl obal technology group. Started to focus on nore
unconventional resource devel opnment technol ogy,
producti on managenent, and then seismcity and water
managenent. That becane nore of a topic.

Q Thank you. Did you include a brief overview
of your qualifications as a resune in this matter?

A | did, yes.

Q And is that resune behind Tab E?

A Yes, it is.

Q Does your area of responsibility at Chevron
i ncl ude the areas of Southeastern New Mexi co?

A Yes, it does.

Q Does your area -- excuse ne. Are you
famliar with the application that Chevron filed in
t hese two cases?

A Yes, | am

Q Are you famliar with the saltwater disposa
wells that are the subject of the two applications?

A Yes, | am

MS. BENNETT: At this time I'd like to

tender M. Com skey as an expert in SV devel opnent
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and geophysi cs.
MR. FUGE: So recognized.
MS. BENNETT: Thank you.
BY MS. BENNETT:

Q Let's talk about your initial testinony that
we're about to go through this norning, setting aside
the seismcity testinony fromlater on today. Wat is
t he purpose of your testinony this norning?

A So the purpose is to present an overvi ew of
Chevron's view on water -- produce water nmanagenent
optionality in the Perm an Basin. W recognize that
there's a grow ng concern around produced water
managenent. See the rise in seismcity. |nduced
seismcity has been attributed to -- to produced water
management as a grow ng concern anongst many.

So Chevron's view is looking at this pil ot
program as a conponent of water optionality within the
state of New Mexico. To be able to continue to
devel op the resources that are critical to the world,
doing it in an environnmentally responsi bl e manner, and
being forthcom ng on information data about -- so that
everybody can understand, you know, the issues and
finally the opportunities that we have.

Q Great. And earlier today | nmentioned that

Chevron's been working on this pilot project since
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2021. Have you been working on the pilot project
since 20217?

A Yes, | have.

Q I have on the screen the location map of the
Chevron pilot project wells. Do you see that?

A Yes, | do.

Q And can you just briefly orient the
Conm ssion to where the wells are supposed to be
| ocat ed?

A So the Papa Squirrel well is in very
Sout hern Lea County, New Mexico close to the Texas- New
Mexico state border. And it's at Veritas 2 State
SW 1 that's located Eddy County, again, proximal to
t he Texas- New Mexi co border.

Q And these wells, are they |ocated within
devel opnent areas that Chevron has surface control
over?

A Yes, they are.

Q And actually, | nmeant to ask you before we
even got to this slide. But if you can briefly give
an overview of Chevron's operations and its presence
i n the Del aware Basin?

A Absol utely. So the -- the map in the upper
|l eft is just a broad Perm an Basin map | think

everybody's probably famliar with. The bottomri ght
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shows Chevron's acreage within the Perm an Basin. So
we have a very |arge acreage position that Chevron

ei ther operates or has -- has daily working interest
in. So we're very broad -- broad organi zation
operating in both Sout heastern New Mexico, the Texas
portion of the Del aware Basin, and also the M dl and
Basin as wel .

Bottom right shows a forecast from our
report from 2020, second quarter of 2023, just show ng
on a half sheet. And it's inportant to note that we
have a significant vested interest in the State of New
Mexi co and are commtted to the State of New Mexico
oper ati ng.

Q Thank you. So let's tal k about why Chevron
chose these two specific |ocations for the pil ot
wells. And again, this is on page 98 of the materials
and using the upper righthand corner pagination. So
page 98 of the materials.

If you can just briefly describe why Chevron
chose these two specific | ocations?

A So the two -- it shows two locations in
general. We want to accel erate our pace of |earning.
So we know t hat geol ogy does vary across the Basin.
And so one of the locations in the Papa Squirrel is

| ocated in what you would call nore of a core portion
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of the Basin within the Del aware Muntain G oup, the
DMG.

There's -- there's a tremendous anount of
shal | ow di sposal just adjacent to it south along the
Texas- New Mexi co border. The basin roughly produces
about 30 mllion barrels of water a day. And roughly
about 17 mllion of that are injected. And roughly
about 60 to 70 percent of that is injected just along
the state line. And so it's very practical then in
New Mexi co.

As nmentioned earlier, we have considerable
operations along -- along the -- within the Papa
Squirrel AO. So it gives us a lot of leverage to
coll ect data. W also have existing service
facilities there that we can |leverage. So it reduces
our service inpact. W don't have to go out and build
new facilities to support this |ocation.

The Severitas toois alittle nore on the

western edge of the Basin. So the -- the geology is
just different. And we'll -- we'll show those through
exhibits. It's a little shall ower.

But again, sone of the simlar things.

There's a consi derabl e anmount of injection just to the

south of it in the Delaware Mountain Goup. It's an
area where Chevron has al so been drilling shallow
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di sposal wells in Texas and operating. And again, it
allows us to | everage our footprint from service
facilities we have already existing in the area as
wel | as operational synergies that we have.

Q Thank you. When you say existing service
facilities, are you tal king about existing SWs?

A Yes, | am

Q And are those deep SWDs?

A Yes, they are.

Q So what | think you' re getting at is that
you will be able to use sone of those existing service

facilities for these SWDs rather than having to start

fresh?
A That's correct. Yes.
Q | think we tal ked about this a little bit,

about why there's a need for SWDs generally, which is
for disposal options. But why is there a need, in
your opinion, for Delaware Muntain G oup SWDs?

A So through the | ast several years, there's
been a considerable rise in the nunber of earthquakes
associated with deep disposal. In -- in Southern New
Mexi co, nost of the disposal is deep.

And so | ooking at optionality, if we have
concerns on deep disposal longevity, continuing to

face a | arge anount of produced water, shall ow
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di sposal s, one of the options we're |ooking at to be
able to continue to devel op the resources but al so
mtigate the potential concerns around seismcity.

Q One thing | nmeant to ask you earlier about
Is that these wells are not proposed for commerci al
wells; right? These are just for Chevron's use?

A That is correct, yes.

Q | nmentioned earlier that Chevron has been
assessing the viability of these pilot projects since
2021, and you've been involved in that assessnent?

A That's correct, yes.

Q And can you briefly restate or in your own
words state for the Comm ssion what that assessnent
has taken into consideration?

A It's taken to further review both surface
and subsurface considerations. Looking at the geol ogy
in the area. Broadly speaking, |ooking at the
geol ogy, |ooking at sone of the reservoir paraneters,
| ooki ng at opposite operations, |ooking at own
operations in areas again where you can, you know,
actively collect nore data that we have control over
I nstead of having to work in a field with maybe 20 or
30 operators within an area that limts our ability to
kind of have control.

Agai n, leveraging our service facilities as
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much as we can to reduce any nore service inpact and
-- and areas where we have future operations, so we
can |l everage the wells for use as well. So taking a
mul titude of considerations into account was -- was
kind of a driving factor for these two | ocations. So
it's a -- it's a hybrid of nmultiple factors that went
i nto sel ection.

Q And as part of your proposals, have you net
with other operators in this area?

A Yes, we have.

Q And what has been the response of the other
operators?

A As noted, we received positive feedback from
a few operators who have issued support for this pil ot
program Late |ast year, there was a DMG wor ki ng
group that | believe was nentioned earlier that was
stood up and had nunmerous conpanies to operate the
state of New Mexi co.

And we presented our plan for the pil ot
program back in | believe March of -- of this year on,
you know, | everaging, going through the work that
we' ve gone over to | ook at these | ocations.

And believe the feedback was positive in our
ability to not only accelerate our |earning as an

I ndustry, provide data publicly, collect a |ot of
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information to accelerate our learning for sonme of the
| ssues. But the -- but the feedback was positive from
the industry group that has been working on this.

Q Is part of the reason that you -- or |
understand from speaking with Chevron that there was
an earlier working group that had expressed that the
OCD and OCC shoul d take greater care when considering
di sposal in the Del aware Mountain G oup. Are you
famliar wth that working group?

A | amfamliar with it, yes.

Q And what is your understandi ng of that
wor ki ng group's goal or recommendati ons?

A My understanding is that group was -- was
| ooki ng at, you know, the -- the potential inpacts
from Aval on and -- and Brushy Canyon production
potentially associated with -- with shall ow di sposal
| npact s.

And -- and | believe the -- the view of the
group was to, again, look at nore care for permtting
future disposal wells within -- within an area that
was established, noted as DMG restricted area or DMGRA
that -- that was established. | think nost people are
awar e of.

But | think the view of the group was not

necessarily to ban shall ow di sposal but to | ook at
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addi ti onal data and nore care provided on permtting
process and execution of such wells.

Q And has that been kind of your driving force
Is to exercise that care and gather the additional
data to denonstrate that disposal within the DMGRA is
appropriate under certain circunstances?

A Yes. Chevron -- Chevron is commtted to --
to safely operating and acquiring a nultitude of data,
di ssemnating it to -- to everybody, to -- to the OCD
to industry, for us to |l earn about the potential risk,
be able to nonitor, educate ourselves on nore dynam c
nature to support future operations.

Q Let's see. | think we've tal ked a | ot
about the Perm an produced water reduction, so |I'm
going to skip sone of those questions. But | did want
to ask you about Chevron's use of recycled water and
why recycling the produced water isn't the sol ution.

A So as | nentioned, the Basin roughly
produces about 30 mllion barrels a day roughly of
produced water. You know, Chevron, within its
operations, recycles as nmuch produced water as it can
t hrough further operations.

However, there's just nore produced water

than we can recycle. And so the deltais -- is mainly
taken to disposal wells for -- for disposals. And in
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New Mexi co today, there's roughly about a 3 mllion
barrel a day inbal ance from produced water.

So based on the oil production in the
I njected water in Southeast New Mexico, there's
roughly about a 3-mllion-barrel delta, and nost of
that water is noving across the state |line into Texas
to be di sposed.

Q One of the things you and | have tal ked
about in the past is the potential inplications of the
water being transmtted or being transported into
Texas and how that can potentially inpact New Mexico
oil and gas operations.

A Yes.

Q Coul d you provide a little nore detail on
that? O did you just do that?

A | believe I just did.

Q And then so earlier a nonent ago, Counsel
for Mewbourne nentioned the OCD Exhibit 11. And have
you reviewed OCD s Exhibit 11, which is --

A Yes, | have.

Q And do you feel confortable that Chevron's
applications are consistent with the conditions of
approval in OCD s Exhibit 117

A Yes, | am

Q And has Chevron, in your opinion, undertaken
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the anal ysis that woul d support a careful review of
whet her these two type wells are appropriate for
di sposal in the DMG?

A Yes, | do.

Q In your opinion is the Papa Squirrel SWD
Well Nunmber 1 appropriate for disposal in the DMG?

A Yes, | believe so.

Q And in your opinion, is the Severitas 2 SWD
Nunber 1 appropriate for disposal in the DM3?

A Yes, | believe so.
Q Based on the work that you and your team
have done and that we'll hear about nore |ater today,

do you think that the pilot project will negatively
| npact correlative rates?

A No, | do not.

Q And based on your anal ysis and Chevron's
anal ysis, do you think that the project will result in
wast e?

A | believe not.

Q Do you think that the risk of waste is -- |
know t hat other wi tnesses will talk about this a
little bit nore. But is the risk of waste and the
protection of correlative rights even nore evi dent
here because of the | ack of DMG of fset producers in

t hese two areas?
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A Can you state --
Q Sure. So if part of the concern is the
potential inpact on DMG producers, has Chevron

undertaken a review of the inpact on DMG producers in

t he area?
A Yes, we have.
Q And i s Chevron's conclusion that these two

pil ot projects or these two wells would not negatively

| npact those DMG producers within the area of the --

A Yes.
Q Have Chevron consi dered whether its shall ow
di sposal will inmpact drilling and conpletion at a

deeper strata?

A Yes, we have.

Q And will there be a witness who will testify
about that later?

A Yes, there will be.

Q So before we npbve onto our next wtness,
"1l open you up for questions fromthe other |awers
and the Comm ssion. Do you have any final takeaways
t hat you want to say about the pilot project since
you' ve been working on it for so long, and it's sort
of your baby?

A Yes, | do. This is -- this is part of a

br oader position from Chevron | ooking nore optionality
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i n produced water. The anmount of water again that's
produced on a daily basis in the Perman is unlike any
ot her unconventional plate ever in the history of oil
and gas. And it poses uni que chall enges that faces
everybody in this room

So one of the conmponents of Chevron's
approach on -- on environnentally safe produced water
managenment i s the expansion of optionality within not
on the state of New Mexico but across the Perm an.

And one conponent of that is re-looking at shelves
wi t hi n Sout heast New Mexi co.

We feel that these | ocations provided an
opportunity for not only Chevron, the industry, the
OCD and everybody involved to | earn about potenti al
consequences and concerns, understand those,
understand the opportunities that could be there that
will allow for devel opnent of the resource within the
state of New Mexico and across the Perm an to support,
you know, the -- the -- of that.

MS. BENNETT: Thank you. Those are al
the questions | have for you at this time. And | open
the floor for other questions fromthe Conmm ssion or
ot her counsel .

MR. FUGE: M. Tremine, do you have

any cross?
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MR. TREMAINE: | do have a couple
guestions. Thank you.
EXAM NATI ON
BY MR, TREMAI NE:
Q So | believe during your testinony, you
stated that this pilot project was considered kind of

a broader view of devel opnent of injection activity in

t he DMG. Is that a fair assessnent?
A Yes.
Q If this pilot project is successful, what's

the scope of Chevron's anticipated injection

devel opnent within the DMGin this area?

A | think with that, our scope is -- is going
to be tactical. 1It's going to be "What does the data
tell us?" From-- fromfuture projects, when we | ook

at these, really, it's a case-by-case basis. W |ook
at these in review of all the technical information
and al so too our -- our pace of devel opnent,

| ocati ons, nmany different factors.

But we look at this as a key conmponent to
under st andi ng what our -- the future of produced water
management may | ook |ike. But we are utterly
dependent on "What does the data tell us operationally
fromthe subsurface, fromthe facilities, which we'l

speak to |l ater, how they can maybe potentially be
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expanded upon down the road given the information is
di ssem nated and reviewed in a proper nmanner.

Q Thank you. | believe that you nentioned
t hat Chevron performed a review of potential inpacts
on current production within this area; right?

A Yes.

Q Did you | ook at potential future production,
or did Chevron focus on current, existing production
within the area?

A We | ooked at both. We | ooked at existing
| egacy production what's in the area and al so a
geol ogical review that could lead to future production
areas as well.

Q So is it nmy understanding then that that
Chevron review of production in the area -- well, how
woul d you describe a future potential production in

the area potentially inpacted by this devel opnent?

A So we | ooked at the different benches that
could -- that potentially are productive. W | ooked
at a geological reviewthat'll be -- that'll be tal ked

on nore in future testinony on, you know, geol ogical,
you know, ingredients, which could lead to future
devel opnment, obviously historical devel opnent, things
like that. But that will be discussed in the -- in

future testinony.
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Q And just one other topic really quickly. It
sounds |i ke you' ve had an opportunity to review OCD
Exhi bits 11 and 12; correct? Adm nistrative approval,
processing conditions, and the separator tests. You
may get to this later, but does Chevron have any
specific concerns for itens to address in those
exhi bits?

A Yes, we do. And | -- | believe we wll
address those questions later in some other testinony,
but we do have a few questions we would |ike to ask.

MR. TREMAINE: |'Ill reserve the
questions then. Thank you.

MR. FUGE: Ms. Hardy, do you have any
guestions for the w tness?

MS. HARDY: | don't at this tine. |
expect to have sonme questions for M. Com skey on the
seismcity testinony, but | have no questions right
now.

MR. FUGE: Looking at ny Conm ssioners,
Dr. Anpomah, do you have any questions for the
W t ness.

DR. AMPOMAH. Yeah, a quick one.

So can you clarify the use of the word
"pilot"?

MR. COM SKEY: Yes.
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DR. AMPOMAH: And the application.

MR. COM SKEY: So | think when we --
that's a great question. Thank you, Comm ssioner, on
that. Think the -- our view on a pilot project is
t hat, you know, we're acquiring a lot of data that's
not normally acquired in -- in DMG wells. | would
argue this is probably one of the npbst science DMG
di sposal permt in the Basin.

So fromthat perspective, we | ook at

these as -- as an opportunity to learn. W | ook at
these as -- as just |ike any other disposal well, as
an opportunity to dispose as well. But fromthe pilot

perspective and the way we voice this to not only to
the OCD or the State Land Office but to industry is we
want feedback. We want to be able to -- to

i ncorporate that from a broad perspective and i ncl ude
that in our operations.

And so that's kind of a -- a typical --
that's atypical froma traditional devel opnent pl an,
which is very, you know, thought out and executed.
This is sonething that -- that | think we're going to
have a little nore flexibility on. So that that's
ki nd of where the pilot is comng from

DR. AMPOMAH: So your testinony tal ked

about how Chevron talked to nultiple counties in the
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area and they received approval. So with their
concerns, sone of the witten social reason how you
were able to address those?

MR. COM SKEY: Yes, there -- there were
concerns. W did have a few protests on those wells,
whi ch we've -- they've been dropped and renoved
t hrough the ongoi ng di scussions. And | think the
bi ggest thing from our perspective is we want to be
open. We -- we're collecting a |ot of data.

We recogni ze there's concerns.

Qbvi ously, there's been historical testinony. It's
been presented as exhibits and sonet hing that Chevron
was -- was involved in. W' re not shying away from
those, so we recognize there's concerns.

But we al so recognize this is an
i ndustry issue. Produced water managenent i s not just
a Chevron issue. This is an industry issue. So we
need to work together. And so we |ook at this as an
opportunity for us to, you know -- we're going to put
capital in these projects.

We're going to take data, collect data,
provide it, and we hope through this and through the
ongoi ng through the New Mexi co work group that was
mentioned earlier, that we can collectively work

t oget her to understand any issues, understand
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opportunities, things like that. So that's -- that's
sonething we'll find out.

DR. AMPOMAH: My | ast question will be
| just want to know if these two proposed wells are
the area where the -- nore or less after the data as a
protected area.

MR. COM SKEY: These wells are within
t he area, yes.

DR. AMPOMAH. Thank you, M. Chair.

MR. FUGE: M. Bl oonf?

MR. BLOOM No questions at this tine,
M. Chair.

MR. FUGE: | had a couple questions |

wrote down, but | think you already covered them when
you tal ked about seismicity, so I'll reserve to there.

| did have two, though, other
guestions. You indicated that one of the reasons why
you chose this location is for Chevron's interest in
the area. \What proportion of the area around, neaning
surface and subsurface, does Chevron currently
control ?

MR. COM SKEY: \Which area?

MR. FUGE: Around the Severitas and
Papa Squirrel wells.

MR. COM SKEY: | don't know off the top
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of ny head what percentage. | know that we operate
production wells in the Aval on and the Wl fcanp bel ow
the Papa Squirrel |location. And we operate production
wells and -- and the Bone Spring Wl fcanp bel ow t he
Severitas location. So both those sections, Chevron
operates and has -- has |license to operate. And those
are | ease agreenents to operating those.

So within the sections, a hundred

percent. But | don't know within the -- within the
area the exact percentage. | -- | think we have a few
slides open a little further that will show a little

bit nore detail

MR FUGE: Did | hear correctly that
Chevron is the owner of some DMG offset wells in the
area around Papa Squirrel and Severitas or?

MR. COM SKEY: We are and -- and we are
In the case of the Severitas.

MR. FUGE: And then | think building
of f Comm ssi oner Anpomah's questions about the pilot
nature, maybe |I'I|l provide a little context for ny
guestion. \When thinking about pilots and other
pi eces, are there any dates proposed in Chevron's
application to either conme back into the Comm ssion or
others to revisit what you're |earning about? O is

this a standard kind of 30-year term SWD permt with

Page 61

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

t he feedback?

MR. COM SKEY: No, it is not a standard
30-year termpermt. W have -- and | will speak to
in -- in ny later testinony on -- on response
framewor k that was devel oped with support of the
wor ki ng group on -- on signpost on data di ssem nati on.
W -- we hope to have ongoi ng engagenent with the OCD

and industry on this as we collect and | earn

information. So we hope this will be very open-ended
and -- and very col | aborative.
MR. FUGE: | don't think there are any

ot her further questions fromthe Conm ssion, so you
may be excused. Thank you.

MS. BENNETT: Thank you.

MR. FUGE: All right. Call your next
Wi t ness.

MS. BENNETT: Thank you. 1'd like to
call M. Tom Merrifield.

MR. FUGE: Can | ask the court reporter
to swear in M. Merrifield?

THE REPORTER: WIIl the witness pl ease
rai se their right hand?
/1
/1
/1
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VWHEREUPOQN,
TOM MERRI FI ELD,
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:
MR. FUGE: Thank you.
Pr oceed.
M5. BENNETT: Thank you.
EXAM NATI ON
BY MS. BENNETT:
Q M. Merrifield, would you pl ease state your
full name for the record?

A Yes. M nane is Tom Merrifield.

Q And where do you work?

A I work for Chevron.

Q And how | ong have you wor ked for Chevron?

A El even years.

Q What are your responsibilities at Chevron?
A My primary -- primary responsibilities for

Chevron are to assist in permtting saltwater disposal
wells, to plan saltwater disposal wells, and to
execute saltwater disposal wells, and primarily in the
Del awar e Basi n, which includes Southeast New Mexi co.

Q And so your responsibilities include

desi gning SWD, saltwater disposal wells?
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A That is correct.

Q And operation of saltwater disposal wells?

A That is correct.

Q And have you previously testified before the
O | Conservation Comm ssion or the Ol Conservation
Di vi si on?

A No, | have not.

Q Did you provide a resume with your

mat eri al s?
A Yes, | did.
Q And is that behind Tab E?
A Yes.
Q If you could, could you briefly sunmari ze
your educational background for the conm ssioners?
A Yeah. | have a Bachel or of Science degree

from Texas A&M in geol ogy, and | have a Master of

Sci ence degree from Southern Illinois University at
Car bondal e.
Q And you nentioned that you worked at Chevron

for 11 years. Were did you work before Chevron?

A Various places. | worked in the water
resource, you know, sector for approximtely 16 years.
|"ve also worked in the Perm an Basin previously for
ARCO as well as Exxon. And |'ve worked -- | also did

wor k sonmewhat with the Hershey buil ding programfor
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about six years.

Q One of the things you and | tal ked about a
bit when we were tal king about your professional
experience was the nunber of U C wells that you've
been involved with in ternms of design, permtting,
operation. If you had to guess, what is the nunber of

UC wells that you' ve been involved with?

A Just for clarification, | worked for oil and
gas at UC wells. 1'"ve worked both water fl ood as
well -- as well disposal wells. And sonewhere in the

order of a hundred.

Q And again, that's both water fl ood DOR wells

and SWDs?
A That's correct.
Q If you were to limt that to just saltwater

di sposal wells, about how many saltwater disposal well
projects would you say you worked on?

A About 20.

Q So your background, you've done a | ot of
work with saltwater disposal wells and other injection
wells? Is that a fair statenent?

A Yes.

Q Does your area of responsibility at Chevron
i ncl ude the areas of Southeastern New Mexi co?

A Yes.
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Q Are you famliar with the application that
Chevron filed in these matters?

A Yes.

Q Have you been working with Chevron on this
particul ar project since 2022?

A Yes.

Q And are you famliar with the wells, then,
that are the subject of the applications?

A Absol utely.

MS. BENNETT: At this tinme | would |ike
to tender M. Merrifield as an expert in UC
termnating and operation matters and petrol eum
geol ogy.

MR. FUGE: The witness is so
recogni zed.

MS. BENNETT: Thank you.

BY MS. BENNETT:

Q So I'"'mgoing to start sharing ny screen
again, and we'll start with the applications that
Chevron submtted to matters. So M. Merrifield,
before | turn to the applications, though, what is the
pur pose of your testinony today?

A Real ly to just kind of walk through the C108
application first. Also to touch on the geol ogy of

the injection intervals and how favorable they are --
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and also to address sone of the -- their indicators of
the |ikelihood of DMG reserves in -- in both of these
areas.

Q Geat. So let's start with the discussion
of the Cl108s. Are the Cl108s included with the
applications that | filed on Chevron's behal f?

A Yes.

Q And turning to Tab A, which is at page 3 of
267, does that |look to you like the application that I
filed along with the C108 that you provided to ne to
i nclude with the application?

A Yes, it does.

Q And Tab A is the application in Case 23686
for Papa Squirrel; is that right?

A Yes.

Q And Tab B is the application in Case 23687,
which is for the Severitas well?

A Yes, it is.

Q Did you conpile the materials? Well, let's
focus on Papa Squirrel for a nonent.

A Sur e.

Q Did you conpile the materials that were
submtted as the Papa Squirrel C108?

A Yes.

Q And did you submt that material to nme?
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A Yes, | did.

Q And in your opinion, does the Cl08 for the
Papa Squirrel well include all of the information and
docunentation required by the C108 and by the
Conmm ssi on?

A That was ny under st andi ng, yes.

Q Did you review OCD' s, the O Conservation
Division's pre-hearing statenent in this matter?

A Yes.

Q And did you see in the OCD s pre-hearing
statement where the Division noted that the C108s
conply wwth the current construction? O the well
bore side, | should say, conply with current standards
for UCC Class 2 well?

A Yes, | did see that.

Q And did you see where both the wells were
designed for the area of review to be adequate?

A Yes, | did see that.

Q So with that initial stanp of approval --
al though I"'mnot trying to go too far with what OCD
said in its pre-hearing statement. But | think that
does narrow our inquiry a bit and discussion on C108.
So with your permssion, I'd like to go through the
C108s rat her quickly.

A Ckay.
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Q So did Chevron submit a map that identifies
all wells within 2 mles of the Papa Squirrel well?
Yes.

And is that Attachnent 1 to the C108?

> O >

Yes.
Q Did Chevron attach data within the AOR, so
the area of review for the wells, if there are any,

whi ch penetrate the proposed injection zone?

A Yes.

Q And was that Attachment 27

A Yes.

Q And in your materials, is there a plugged

well within the AOR for Papa Squirrel?

A Yes.

Q And did you submt the plugging information
fromthe well files?

A Yes.

Q Did you include information regarding the
requi renments for showi ng how nuch volune or the daily
rate of injection and the proposed pressure?

A Yes. The operational part, yes.

Q And | just want to take a quick | ook at
that. That's Attachnment 3; right?

A Yes.

Q And so on Attachnment 3 for Papa Squirrel,
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what maxi mumrate of injection or barrels of water per
day is Chevron requesting in the application?

A For Papa Squirrel, 20,000 barrels a day.

Q And what is the average daily rate?

A 15, 000 barrels per day.

Q And what is the max permt pressure that

Chevron is seeking for Papa Squirrel ?

A 125 psi.
Q And how about the average pressure?
A 750 psi.

Q Thank you. Did you submt geol ogic data
w th your C108s?

A Yes, | did.

Q And is that Attachment 4?

A Yes, it was.

Q Did you provide information on the proposed
stipul ati on progranf?

A Yes, | did.

Q And is that Attachment 5?
A Yes, it was.
Q

Did you provide | ogging and test data on the

wel | ?

A Yes, | did. But this well has not been
through -- what | -- what | showed in that -- just in
t hat attachnent was what we were planning to -- what
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ki nd of data we were going to gather after an oil
spill.

Q So because it is not an existing well, no
wel I s have been run. But this Attachnment 6 does show
sone of the logging that Chevron is proposing to do?

A Yes, it does.

Q So I"'mjust going to skip Attachnment 7.
There were no wells within the area of review for Papa
Squirrel; is that right?

A Yes.

Q Attachment 8 is what | call in shorthand the
affirmative statenment. And it's an affirmative
statenent signed by you; is that right? |Is that your
si gnature?

A Yes.

Q And did you submt the statenment saying that
you, on behalf of Chevron, had exam ned the avail able
geol ogi ¢ and engi neering data, and you found no
evi dence of open faults or other hydrol ogic
connections to underground sources of drinking water?

A Yes, | did.

Q And that's based on your review of the
material s?

A That's correct.

Q And is that still your conclusion today that
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there is no connectivity? O you have not found any
connectivity?

A Yes.

Q Let's turn to the Severitas C108. And |I'm
not going to wal k through that in any |evel of detali
except to ask you about the rates and pressure. But
did you provide all of the same information for the
Severitas C108?

A Yes, | did.

Q And if we turn to page 66 of 267, which I'm
show ng on the screen, is that the operational data
Information that's required by the C108?

A Yes, it is.

Q And what is the maximumrate that Chevron is
requesting for the Severitas 2 state well?

A 15, 000 barrels per day.

Q And what is the average daily rate?

A 12,500 barrels per day.

Q And Chevron is requesting |ower psi, is that
right, for this well?

A Yes, it is.

Q And what is the max pressure that Chevron's
requesti ng?

A 468 psi .

Q And the average pressure?

Page 72

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



© 00 N oo o b~ wWw N

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

A 400 psi.
Q Did you prepare an affirmative statenent for
the Severitas well as well regarding the evidence of

open faults or other hydrol ogic connections to your

SDWs ?
A Yes, | did.
Q And is that Attachment 8?
A Yes, it is.
Q If you could just read this |ast paragraph

here, starting with "Both the Papa Squirrel"?
A Okay. "Both the Papa Squirrel 781 and the

Severitas 2 State SWD 1 are -- are |ocations which we
find" -- excuse ne.

Q Yeah, | know. It's so snall.

A "Find no indication of open faults at the

surface or in the subsurface. No indication of
hydr ol ogi ¢ connecti on between the proposed injection
zone, Bell Canyon and Cherry Canyon, and the
under ground source of drinking water. Both |ocations
have | ow potential for offset and reduce substance.”
Q Thank you. And is that still vyour
concl usi on today for both wells?
A Yes, it is.
Q Are you famliar with the stinulation

program that Chevron is proposing for these two wells?
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O is that a question better for soneone |later in the
day?

A ["'mfamliar with it enough to answer a
brief statenment on it. But yes, there is soneone el se
| ater today that can address that nore -- nore.

Q Well, let's start with you. And if we need
to defer, we can. So have you | ooked at the OCD s
Exhibit 117

A Yes.

Q And just do you recall that in Exhibit 11,
OCD was proposing a limtation on how shall ow DMG SWDs
are stinmul ated?

A Yes.

Q And in your opinion is your proposed
stinul ati on program consistent with what OCD is
| ooking for in terns of a stinulation progranf

A Yes. And it's just a -- it's just an acid
job. That's -- that's the stinulation.

Q Do you recall what OCD was suggesting woul d

not be an appropriate stinulation nethod?

A It's nmy recollection | think what they were
concerned about nostly is -- is this one would
hydraulic fraction with -- and with profit w thout
hydraulic stimulated fracture. This -- this proposal
s not going to utilize either one of those nethods of
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stinul ation.

Q So having reviewed OCD s conditions of
approval, it's your opinion that your stimnulation
programis consistent with OCD s request?

A It's nmy understandi ng, yes.

Q Thank you. One thing that you and | have
spoken about is a potential need in the future to
mcrosite. To nmake sonme mcro siting changes, |'l|
call them to the |ocation of the Severitas well?

A Yes.

Q And why woul d Chevron perhaps need to nove
the service location of the Severitas well a few feet
here or there?

A Currently, the location that's in the

application is in our lay down yard in the area. It
would -- there's still a chance that that may worKk.
We have to make sure that the -- the footprint can fit

In there without going across roads and things of that
nat ur e.

There's another |ocation that's about 200
feet away that we -- we think we can nove to. And we
w || make that decision after hearing.

Q But before com ng here today, you and |
tal ked about whether that change in |ocation would

change any of the parties who were entitled to notice
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of the hearing. Did we talk about that?

A Yes, we did.

Q And what was your concl usion?

A We -- we evaluated that a few weeks back.
And there is not going to be any change in the
entities that need to be notified if we nove it to
t hat | ocati on.

Q Now, the applications and the Cl108s di scuss
injecting into the Brushy Canyon. But just to be
perfectly clear, Chevron does not intent to inject
into the Brushy Canyon; is that right?

A We are not planning to operationally inject
produced water into the Brushy Canyon formation. In
fact, after we've logged the route in the Brushy
around defects, we plan to plug off that Brushy --
Brushy Canyon and only inject into the Cherry Canyon
and Bell Canyon. And we are not drilling into the
hol | ow part of the Brushy either.

Q So let's kind of take that statenment and
unlock it just a little bit.

A Sure.

Q So what is a DFIT?

A DFIT is a diagnostic fracture injection
test. So we actually do inject fluid into that

formation. It's usually fresh water or sone very
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conpatible formation fluid. But it's usually fresh
water. And so they're very short-terminjection
tests, very mnor, but they are injection tested going
to the formation.

Q And is this DFIT test part of Chevron's data
col l ection protocol ?

A For these wells, it is part of the -- our
pr ot ocol .

Q And ny understanding though is that the sole
reason that you had included the Brushy Canyon in your
applications at all is to authorize this DFIT test?

A It -- it's to authorize the DFIT test, but
al so to conduct open hole logging within this portion
of Brushy Canyon. And the open hole logs -- are going
to be resistivity, gamm-ray, sonic, and neutron
density. We'Ill also be running imge |ogs as well.

Q So maybe | was too narrow saying it was | ust
for DFIT. But really it is just for testing purposes,
and then you'll be cenenting it off?

A That's correct.

Q And so it's a very limted purpose?

A That's correct.

Q And the targeted -- just to clarify, it is
not a targeted injection interval?

A We are not targeting for reduced water
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I nj ection.

Q Thank you. And so with that, | did want to
turn into the well bore designs. Now, these were in
your C108s, but you also inserted them side by side in
a slide for our convenience. And that is on Slide
Number 101. So if we could nove to Slide 101, |
wanted to talk through the casing designs a little
bit, the well bore designs.

A Okay.

Q And as we tal ked about earlier, the Division
has already said that the well bore designs are
consistent with the construction standards these days
for UC Class 2 wells?

A That is my understandi ng.

Q But what | |iked about your well bore
designs is that they give us a little bit nore
I nformati on about where the closest aquifers are and
sone of the formations that provide -- above and bel ow
the targets.

So | was wondering if you could wal k us
t hrough the Severitas State SWD Nunmber 1 casing design
or well bore design first, and then we can nove to
Papa Squirrel. And | mght have sonme questions for
you as you're wal king through it.

A Ckay. Both wells are a three-strand casing
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design. And the Severitas well, we have a very -- we
don't have nmuch of an aquifer present in that

| ocati on. But we do have a very thin, less than 100
foot -- aquifer in that l[ocation. And that extends
down to about 400 feet.

The second string as you enter is the
internmediate. It will be set in Lamar formation. And
then we have a third string, which will be set in
the -- about 500 feet above the basin Brushy Canyon
formation.

Q And so in your opinion, is the three-string
casi ng design protective of underground sources of

drinking water?

A Yes, because if -- essentially, that design
wll have a two-string -- two |layers of contai nnment
protecting the -- aquifer.

Q And | see on these two slides that Chevron's

proposing to use 5 1/2-inch tubing; is that right?

A That is correct.

Q And did you notice in the OCD s Exhibit 11
that OCD was al so recomending 5 1/2-inch tubing?

A | think they're saying that they would not
approve anything larger than 5 1/2 inches around.
Yes, it is consistent.

Q Great. And then the other thing | wanted to
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tal k about on her is the upper containnent zone and
the | ower containnment. So let's start with upper
contai nnent, which is noted right here. Wat can you
tell us about the upper containnment?

A The Lamar |inmestone is considered the upper
contai nnent zone for the projection for the Severitas
well. The | ower contai nnment zone of the well is the
| i mestone, which is shown at the base.

Q And Chevron has other w tnesses today that
w ll talk about sone pressure tests and things that
wer e done on those two contai nment zones | ater today;
I's that right?

A That is correct.

Q But one thing | did want to talk about wth
you because | find it to be quite interesting was you
and | had tal ked about the presence of anhydrites and
how t hose can act as a seal or sort of reinforce the
seal for containnment zones. Are there anhydrites
present here?

A Yes, there are. Anhydrites are -- are a
part of basically the whole conponent of what's shown
here on the diagramas the Castile formation.

Q And the Castile formation is this upper area
above the line?

A And correct. Well, it's right above the
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l'ine.

Q And when you and | spoke, what | found to be
i nteresting was that Castile and Lamar together
Interact in a way because of the anhydrites to create
an even greater seal?

A That is correct. The essential -- what's
i nteresting about the anhydrites in Castile is when we
assess the nechanics of those units that the high
density Castile lies on top adds to the fracture
screens of the Lamar. And Bryce Taylor will talk a
little bit nore about that |ater today.

Q Thank you. | just find that to be quite
I nteresting that in aggregate, that together they're
stronger than they would be individually?

A That's correct.

Q Let's see. What is the vertical distance
bet ween injection and the rustler in the Papa
Squirrel? Is that noted on here or have you done
the --

A It -- it's not shown on here. | think the
question is what's the vertical difference between the
top of injection and the shall ow aquifer. And that
di stance is about 2200 feet in the Severitas well.

Q And have you cal cul ated the same thing for

Papa Squirrel ?
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A Yes. That distance is about 3700 feet.

And -- and in that case, it -- we do have rustler
present. And so it's really fromthe top of injection
at the top of the bell right below the Lamar to the
base of the rustler in the Papa Squirrel well.

Q But there are nultiple thousands of feet of
vertical separation?

A Correct.

Q And earlier we were tal king about the DFIT
test and cenenting back. And do these show the
cenenting back to prevent injection of produced water
i nto the Brushy?

A Yes, they do. It -- to touch on the Papa
Squirrel, there's an additional |anguage that's |eft
over froma diagramthat went back and forth between
nyself and -- and wells, but really, the cenment is --
the cenment plug in the -- within the Brushy Canyon is
what we're planning for both wells.

Q Now | wanted to turn to a study that you
prepared to show the porosity of each of the two wells
and their favorability or the geology as an injection
interval. And here |I'"mgoing slightly out of order.
So at this time, 1'd like to turn to Slide 103 of the
material. And again, that is the nunmber of the top

ri ght hand si de.

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

A Okay.

Q The substance starts on page 104. So the
slide I'"m 1l ooking at now says, "Bell Canyon High
Porosity: Papa Squirrel." Are you there with nme?

A Yes. Yes.

Q What is the purpose of the analysis that you
undertook in this slide?

A The purpose of this analysis was really a
prelude to identifying what -- where the opti nal
| ocations are in both of these devel opnent areas. The
Sal ado Draw. And that's what he was tal ki ng about,

t he Salado Draw here in the Papa Squirrel well as --
as proposed.

Q And |l et's maybe take a nmonment and wal k
t hrough these. Before we do that, what is your
conclusion fromthe study that you undertook in terns
of whether the injection interval is favorable in the
Bel | Canyon for the Papa Squirrel?

A Qur -- our determnation is the Bell Canyon
is -- is very favorable for injection in this area,
and it's primarily due to the stacked thickness of

hi gh porosity sands within the Bell Canyon in this

ar ea.
Q And did you reach this same conclusion in

the next slide, which we'll turn to in a nonment, for
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t he upper area?
A Yes.
Q And did you prepare the sane analysis or a

simlar analysis for the Severitas well?

A Yes. | think -- and you'll find that the --
the slides are slightly -- the diagrans are slightly
different, but they're -- they're made by ot her

geol ogi sts that were involved in this process, and
they just took slightly different approaches, but they
came to the same conclusion regardi ng the net

t hi ckness of porosity within the two areas.

Q And is that conclusion that that thickness
Is favorable for injection?

A Yes, it is.

Q Let's start then on this slide, which is
nunmber 104 of 267. And let's start with an
orientation of the slide for the comm ssioners and the
other parties. VWhat is this right here that I'm
hi ghl i ghti ng?

A This is an inset that shows where that
portion of the map is |ocated relative to the Del aware
Basin that's shown where the tan lines are kind of
projected into the map -- the second map.

Q And if you had to guess about -- | nean, if

you had to identify on this map where the Papa
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Squirrel well is, is nmy hand nore or |ess?

A That is approximtely where it's | ocated,
yes.

Q And so what does A to A prine nean on this
slide?

A This is a line of the projection, the
cross-section that's shown on the left.
Q And does A correlate to the first

cross-section that you have there?

A Yes, on the left side.

Q And then A prinme is the second cross-
section?

A Yeah, it's -- A prime is just the other side

of the cross-section.

Q And what about the red box? Wat is the
significance of the red box?

A The red box just identifies the |ocation of
the Bell Canyon formation.

Q So this is an outline of where the Bell
Canyon formation falls within these cross-sections?

A Wthin those -- within those two wells.

Q And what is your conclusion that you draw
fromthis slide?

A The conclusion. The -- the porosity in --

in this cross-section that's shown in the kind of red
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pi nki sh curve, and when you see a novenent of that
curve to the left, that neans that there's high --

there's going to be higher porosity in that area. And

what's -- what's done on the right in each -- each
wel |, where you see the colum with the blue, thick
units identified, those are -- are thicknesses of --

of sedinents that are greater than 14 percent
porosity.

Q So you filtered out anything below 14
percent or Chevron filtered out anything bel ow 14
percent ?

A Greater than 14 percent. Geater than 14.

Q Ch, greater than 14. This is why | don't do
mat h. Less than, greater than. Chall enging.

But these dark blue areas indicate units
that are favorable for injection based on their
porosity | evel s?

A Yeah. The lighter color blocks are really
greater than 14 percent. The darker blue is for
actually greater than 18 percent porosity, which is a
hi gher threshold. But it still shows that in both --

you know, both of those wells, we see, you know, a |ot

of neck thickness of porosity. Wlich -- and Bryce

will talk about this later. But when we | ook at nodel

of -- of injection in the -- in the DM5 that porosity
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is really a key fact. And that's why we conme in and
we | ooked to identify areas where we want to target
pl aci ng the SWD wel | s.

Q And just for the record, the Papa Squirrel
well is about hal fway down or a third of the way down
the line fromA to A prinme?

A Ri ght over here.

Q So let's turn to the next slide then, unless
there was anything else on that slide you wanted to
t ouch on.

A No, that's all.

Q So this next slide is page 105. And this
slide, again, are these the sane two | ogs that we
reviewed on the last tinme?

A They are the sanme two |logs. Sane two wells.

Q And so in this leg you re just focusing
further down in the geologic formation?

A Right. |In the upper Cherry -- Cherry
Canyon.

Q And did you undertake this study again to
understand the net porosity in this area?

A Yes, | did.

Q And what was your concl usion?
A This is still favorable. It's -- it's |ess
favorable, but it's still favorable.
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Q This area would still take water in theory?

A Exactly.

Q Is there anything el se you wanted to nention
about this slide before |I nobve onto the next slide?

A No, | think that covers everything | wanted
to cover on the slide.

Q So turning to the next slide, this is the
geol ogi ¢ analysis that you undertook for the Severitas
well to understand the porosity in that area; is that
right?

A That is correct, yes.

Q And this is page 106 of 267. And so can you
orient the Comm ssion again? What is the inset map
here on the righthand side of the slide?

A The inset -- inset map shows -- is a net
porosity map that's col or coded for an area that
covers this devel opnent area that's known as Harris,
New Mexi co.

Q And | see on here you have sone | egends.

Wor st net porosity, better net porosity. And the
shadi ng, the dark purple, does that correlate to worse
net porosity?

A Yes, it does.

Q And then this sort of turquoise or greenish

blue is better net porosity?
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A That is correct.

Q And the Severitas well is approximtely
hal f way between the A and A prinme on this?

A Yeah. And the -- and the arrow point is
shown pretty correctly. So the point of the arrowis
really where the Severitas well is.

Q And do these | ogs have the sanme data as the
prior logs that we | ooked at in terns of gamm?

A Yes, they do. And the difference is that
these were plotted in Petra. The other -- others were
-- we used a different software package.

Q But they contained the sane materi al.

A Sane basic material. Just different
progranmm ng.

Q And what conclusions did you draw fromthis
anal ysi s?

A Well, as -- as Cody Com skey noted earlier,
you know, we -- we've | ooked at two areas where we had
slightly different variations in stratigraphy. One,
you know, the -- the stratigraphic thickness of the --
of the Del aware Mountain Group is thicker in the Papa
Squirrel area to the east.

It's thinner to the west where the Severitas
is. So we would naturally expect that the -- the

reservoir character in this well would be | ess
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favorable than that in the Papa Squirrel just because
of stratigraphic thickness -- thickness variations.
It's thinner over here. And we're actually seeing

| ess net porosity thickness in -- in this area.

But from a standpoint of what we're trying
to do within, you know, the scope of this -- these two
pilot wells, it's inportant for us to kind of eval uate
t hese areas where we may not have as great a
t hi ckness, but at |east, you know, crossing sone sort
of threshold comng fromthe well before us, and this
one does.

Q So if I''"munderstandi ng you, your choice of
wells is intentional, because you want to test the
reaction of these different thicknesses?

A That is correct, yes.

Q And Dr. Anpomah asked M. Com skey a
question about the pilot nature of these wells, and it
seens to ne that at | east one answer to that question
is that you are trying to go get data fromdifferent

reservoir thicknesses to enable Chevron to interpret

t hat data?

A That is correct, yes.

Q And then nove forward with other projects or
not .

A Exactly. And it should give us sone insight

Page 90

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



© 00 N oo o b~ wWw N

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

about what the opportunities are, you know, noving
forward in the future. It's also going to give us
this data in a coll aborative way where we can kind of
share in -- with both the OCD as well as ot her
operators and -- and kind of help out with the

deci si on- maki ng process novi ng forward.

Q Great. Well, we're going to swtch gears a
little bit and turn to a study that he did regarding
DMG productivity in the area of the two wells. So |
am going to swtch now to page 99 of the materials.

MS. BENNETT: G ve everybody a chance
to catch up with nme. You there?
BY MS. BENNETT:

Q So on page 99, can you describe to the
conm ssioners what this exhibit is and your intentions
behi nd this exhibit?

A Yeah, in -- in this exhibit, this is the --
the diagramon the right and the -- the table that's
shown are really part of the Cl08 application. And --
and what | did was just to kind of conbine both
conponents that are included in the C108 application
into one slide. It just makes it --

Q And what - -

MR. FUGE: Gve it a second.
BY MS. BENNETT:
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Q One of the primary takeaways | had fromthis
slide was or questions | had was whether there are any
DMG, Del aware Mountain Goup wells within a half mle
of the Papa Squirrel?

A The answer is no.

Q Where are the cl osest Del aware Nbountain
Group producers from Papa Squirrel ?

A They're -- they're about one and a half to
two mles away to the sout heast.

Q And wi Il M. Taylor be discussing those
wel | s?

A Yes, he will. Yes, he wll.

Q Great. And then the next slide, which is
slide 100 of 267, is this the same information but for
the Severitas well?

A Yes. Again, these are -- these two tables
as well as the -- the map are both conponents that are
submtted with the C108 application.

Q And one thing | wanted to ask you about,
actually. 1'magoing to turn back to page 99. Chevron
operates wells within the Papa Squirrel AOR; accurate?

A That is correct.

Q And so you have your own wells that are
currently in production within the area of the Papa

Squirrel well?
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A That is correct.

Q And is that true for the Severitas well
al so, which is on page 1007

A Yes, it is.

Q So Chevron, as part of the pilot nature of
this project, you are able to test whether these wells
| npact your -- "these wells,” | mean SWDs -- inpact
your existing wells?

A Correct. W -- we essentially don't have to
worry about going out and asking another operator to
-- to nonitor horizontal wells in these areas because
we have sone. And we can evaluate those inpacts if
they exist directly.

Q So you woul d have both the -- you manage the
exi sting production wells, but you'll also be able to
manage t he proposed SWDs?

A That is correct.

Q And again, | think we m ght have tal ked

about this, but there's no DMG wells within the

hal f-mle radius of the Severitas well; is that right?
A That -- that is correct.
Q Now | want to turn to a slide you prepared
about the drill stemtests, and that's page 107 of

267. G ve everybody a second to catch up there.

So first of all, what is a drill stemtest?
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A Adrill stemtest is a test that's run open
hole within a vertical well normally, and which there
Is a packer that is engaged, and a pressure suction on
the well that allows oil or any kind of fluids that
are in the units where the packer isolates in -- in
the well. And it's able to -- to evaluate both
pressures as well as the fluid types that conme into
the -- into the test -- testing device, the drill stem
test.

Q And so what does the drill stemtest, what
ki nd of data does it provide you or provide Chevron
t hrough you?

A It essentially can indicate to us or any
operator whet her or what kind of potential there is
for hydrocarbons within the zones that you're testing.

Q And these drill stemtests aren't tests that
you undert ook though; right? They're existing tests?

A These were publicly available drill stem
tests. And the way we approach this data gathering
was to assess, you know, the -- the large resource of
public data available in both areas and determ ne
which -- which drill stemtest was conducted within a
radius of these wells within the -- the Del aware
Mount ai n Gr oup.

Q And so let's just knock out Papa Squirrel
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really quickly. You noted that there were no dril
stemtests taken in the DMGwthin two or three mles

of the Papa Squirrel ?

A That's correct, yes.

Q And so there was no data for you to analyze
t here?

A There was no data to analyze. Correct.

Q So how about for the Severitas? What did
you find for the Severitas?

A In the Severitas well there were -- there
were no DSTs within two mles of the Severitas well.
We did have two DSTs within two to three mles of the
Severitas well.

Q And were those two DSTs the two that you
i dentified here?

A That is correct, yes.

Q And in your review of the data, what did you
glean fromthe data in terns of DMG productivity in
and around Severitas 2 State SWD Nunber 1?

A Well, the fact that they were two to three
mles away told me that -- that basically there's a
| ow risk of inmpact production in and around the

Severitas well.

Q Let's turn now to the structure map that you
prepared. And the way | was | ooking at your -- was
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sort of a -- yeah, looking to see if there were
existing wells, which there weren't any. And then

| ooking to see if you could find any drill stemtests
on the existing wells, which there weren't any within
two or three mles.

A Ri ght. Correct.

Q And then you focused then even on the
geol ogy of the area to see what the geol ogy says about
t he presence of DMG and reservoirs in the area?

A That's correct. So -- so really
fundamental |y both these slides, what we were trying
to do to establish was to take a stab at this question
of -- of, you know, the future reserves. Wat -- what
Is -- you know, how can you come up with sonme sort of
assessnment on how or whether or not there are future
reserves within the DMGin these areas. And -- and
t hese were two approaches that we canme up wth.

We felt that the drill stemtest was the

preferred way of assessing whether or not existing

hydrocarbons are in the area. Because when a -- when
t he operator drills a well or |ooking for oil, you
know, a drill stemtest is -- is a very cheap way to

determ ne whether or not it's worthwhile running
casi ng and producing fromthat zone.

And then this second map was really designed
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to say, "Okay. |If I'man exploration geol ogist, what
would | do?" Well, in the previous slide where we had
stratigraphic units shown within the Bell Canyon and

t he Cherry Canyon formation, we showed that the
stratigraphic units seened to have sone sort of
continuity across all those areas.

So then the question is, okay. G ven the
fact that you don't have any obvious stratigraphic
pi nch outs in these areas, then what else would you
| ook at? And the solution was, okay. | wanted to
take a | ook at the structure map in both of these
areas, and that's what | did.

Because the structure map would define -- if
there were no pinch outs of stratigraphy, then you
woul d have to have sone sort of tracking nmechanismin
addition to that, and that would be structural
closure. And the bottomline in both of these series,
| didn't see them

Q Thanks for that. You know you and | talked
a lot about this because -- structural closure and
trapping is, you know, over ny head. But what |
appreci ated about it was that you went -- you were
usi ng actual information to test your theory about the
| ack of DMG reserves in this area.

A Yes, | got to be an exploration geol ogi st,
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and yeah, so.

Q Yeah. And | really appreciate what you j ust
said about the drill stemtest, because | don't think
before today | actually understood that, that that is
a mechani sm by whi ch operators consider whether it's
worth it to continue to explore for -- it's a
prelimnary step in an exploration for reserves; is
that right?

A It's a very cheap prelimnary step to nake
t hat eval uation, yes.

Q And so if that -- that's incredible. Thank
you.

On these, we've talked a | ot about traffic
in the area. And you know, you ad | tal ked about an
inverted bowl. And is that sort of where the
hydr ocar bons woul d be trapped such that there could be
future reserves in this area? Wuld that be an
I ndi cator of that?

A Yes, that's correct.

Q And did you see anything that would indicate
the potential of unknown reserves in these two
structure maps?

A No, | did not.

Q Did you see any fault in the | ower

cont ai nnent zone?
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A No. No faults at the -- at the |evel of
Bone Spring |inmestone. W evaluated seismc data in
-- in both areas and determ ned that there were no
nearby faults within a two-mle radius of -- of the
Severitas and the Papa Squirrel well.

Q How about any faults in an upper containnent
zone, which is the little Lamar |inmestone? Wre you
| ooking for faults there too?

A We did. And the challenge in Lamar kind of
touched on the challenge with that, because if you
remenber in the Castile formati on where you have
anhydrite, you also have salt in -- in these areas.
And there are sone problens with depth conversion of
the seism c data when you have these velocity changes
that occur laterally within the section above the zone
that you're trying to map.

The zone we're trying to map is determ ned
-- it's really the Lamar |inmestone. Do we see faults
and seismc data with the Lamar? Because of these
vel ocity problens what we have as a -- as a result of
the -- the salts and anhydrites in the Castile.

We get sone anonmlies that are really
difficult to sort through, and you have to have really
good velocity data to -- to make accurate

I nterpretations of that -- that surface. But from
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what we could tell, given all that, we don't have any
faults in -- both areas.

Q And will one of Chevron's other wtnesses
today tal k about the Lamar |inestone and the anount of
pressure it would take to break that or the

sufficiency of the Lamar as a contai nnent zone?

A Yes, Bryce Taylor will discuss that further.
Q Great. So to summarize, in your opinion is
the Papa Squirrel well, does it have the potential to

-- in your opinion and just focusing on the slide and
your work with Chevron, does it have the potential in
your opinion to negatively inpact correlative rates?

A Not in my opinion.

Q And in your opinion, do you think that there
is a low likelihood of hydrocarbons in the DMG within
the AOR of each of these two wells?

A Not in my opinion.

Q But it's your opinion that --

A It's my opinion that that is correct, yes.
Sorry.

Q That there is a low Iikelihood?

A That there is a low |ikelihood.

Q And that's based on the drill stemtests?

A The drill stemtest coupled with the -- with
all the structural closure and the fact that there's
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continuity in the stratigraphic units across both
areas.

Q And the continuity in the stratigraphic
units, if there was a pinch out, that would be a pl ace
wher e hydrocarbons could coll ect?

A That's correct. And the other factor is
t hat we have a nunber of wells that then drill
t hrough, you know, in these areas, and we haven't
t oday seen any evidence that there's -- fromthose
wells that there's potential for -- for hydrocarbons.

Q Not to dwell on the stratigraphic uniformity
any longer, but | did just think of a really great
anal ogy for nme, which is a stream and the fish tend
to gather, you know, in eddies or along the bank or
rocks within a stream And so if the hydrocarbons are
fish, we're |looking for sone anonmalies in the stream
where they m ght gather and enjoy their day when we go
fishing?

A That m ght be an anal ogy, yes.

Q Well, it works for me. And |'mgoing to go
fishing this weekend now that |'ve thought about it.

Any | ast things you'd like to say or tell ne
not to draw anal ogi es ever again?

A No, | really don't have any other coments

to add.
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MS5. BENNETT: Thank you very nuch.

And with that, | would nove the
adm ssion of Exhibits A and B, which are the
applications and the included Ci108s. And I would al so
nove adm ssion of the slides nunbered 98 through 108.

MR. FUGE: Any objections?

They're adm tted.

(Exhibit A Exhibit B, and Exhibit 98

t hrough Exhi bit 108 were nmarked for

i dentification and admtted into

evi dence.)

MS. BENNETT: Thank you.

MR. FUGE: M. Tremaine, do you have
any questions for the wtness.

MR. TREMAINE: | do have sone
guestions. Thank you, M. Chair.

EXAM NATI ON

BY MR, TREMAI NE:

Q M. Merrifield, I"'mhoping to clarify a
response that you provided to Ms. Bennett. You used
very specific | anguage when you were tal king about the
produced water injection. | believe what you said was
Chevron was not targeting the Brushy Canyon for
produced water injection. |Is that correct?

A That is correct, yes.
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Q Is it Chevron's expectation that produced
water that is targeted to be injected into the Bell or
the Cherry Canyon, will a comruni cator mgrate down to
t he Brushy Canyon?

A At this point in time, we do not think so.
Okay. Now, the -- the part of the surveill ance
process program we've been putting together --

Q Believe it or not, it's better than it was.

A -- is to further evaluate their -- their
guestions about reversal and frac gradient as we get
deeper in the DMG  And that program hinges on the
sonic data that we're going to be collecting in these
wel | s.

And we're also going to just -- just to get
into detail a little bit, we're going to be collecting
nonopol e, di pole, and sonar data. W'II| also be

collecting triple-conbo data as well throughout the

Bel |l Canyon, Cherry Canyon, and that -- that one upper
portion of the Brushy Canyon and we drill through.
And then we'll also be collecting the DFIT data.

Now, all of those will be com ng together

with several different anal yses on frac gradients.

And -- and that is from-- in my opinion, it's the

nost exhaustive approach. It's really inportant to

take that -- gather that kind of data to make the nost
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accurate assessnments of frac gradients in these two
wel | s.

Q Thank you. And bear with ne. Likew se, |I'm
not a geologist. So when you are done with the DFIT,
when the | ower zone is cenented off, how are you goi ng
to be able to tell whether injected produced water in
t he higher zone mgrated down to the Brushy -- to the
Brushy Canyon?

A We shoul d have sone indication with the
analysis of the data. So the data should tell us
sonet hi ng about frac gradi ents and whet her they
linearly increase with depth or if there is a
reversal. So there should be a theoretical indication
before, you know, any mgration fluid occurs, it --
but it will tell us about the possibility.

Q So you're going to see it before or as it

happens rather than after the fact?

A It's -- we're going to -- yes, correct.
It's -- it's really part of the data analysis. Now,
m nd you, the -- you know, after we collect the data,

we're going to start injecting. Okay. There's going
to -- before any -- any potential mgration were to
nove into the Brushy, it would have to collect sone
sort of threshold pressure and vol une that we've

i njected into the Bell and Cherry before we see any
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I njection of mgration dowmward into the Brushy. So |
think there's going to be time where we woul d
determne -- could determne froma theoretica
standpoint that's a possibility or know it's probably
unl i kel y.

Q Thank you for that clarification. One nore
qui ck question here, M. Merrifield. In ternms of the
assessment of reserves fromthe DMG was that focus on
the Bell, Cherry, and Brushy Canyon zones? O is that

A So yes, we |looked at -- in fact, | -- the
search criteria was very exhaustive. | |ooked for
Del aware Mountain Group. | |ooked for Del aware
Canyon, Cherry Canyon, Ranchy Sand. | went through
all of the possible nanmes to kind of extract fromthe
AHS dat abase to assess that.

Q And did that include the Lower Brushy within
Aval on or just focus on the three zones we di scussed?

A It -- it included all of Brushy. And you
know, | did not get into that one. No, | did not.
‘Cause the -- the whole assunption there is that | was
going to carry it down to the -- which is really the
base of the Del aware Mountain G oup. And then |
st opped at that point.

Q Are you aware of any reserve assessnent that
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was a problem at any other operators?

A No.

MR. TREMAINE: No further questions.

MR. FUGE: Ms. Hardy?

M5. HARDY: | do have a couple of
guesti ons.

MR. FUGE: If you could just conme up,
it will make it easier to hear.

M5. BENNETT: | can switch too if you
want .

M5. HARDY: That would be great. Thank
you.

This will be quick. Sorry.
EXAM NATI ON
BY MS. HARDY:

Q M. Merrifield, I just have a couple
guestions for you. Wth respect to your well bore
di agram that we were | ooking at, which was page 101
using the file page nunmber, you had di scussed wth
Ms. Bennett the DFIT test and how they will inpact or
how they will be performed at Brushy Canyon.

A Yes.

Q WIIl the Brushy Canyon DFIT be perforned
only in the open-hole section?

A It will not be perfornmed in the open-hole
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section. And -- and nmaybe that was not clear. It --
it will -- DFITs, the diagnostic fracture injection
test will be done through case toll. And that's --
one of the advantages of doing that is that the
chances of success are greatly enhanced when you have
packers that are actually in contact with --

Q Then | ooki ng at your slide 108, which is the
structure map, what is the contour interval on those
maps?

A | think it's 100. It could be 50 feet.
It's 100 or 50 for sure.

Q 100 or 507?

A Yes.
Q Is it correct the down dip is to the right?
A It is correct.

M5. HARDY: Those are ny questions.

MR. FUGE: Dr. Anpomah, do you have any
guestions for the w tness?

DR. AMPOMAH: Yes, | do. So let's go
over the C108.

MR. MERRI FI ELD: Okay.

DR. AMPOMAH. So on page 23.

MR. MERRI FI ELD: Ckay.

DR. AMPOVAH: You show the schematic of

the -- well.
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MR. MERRI FI ELD: Okay. This is a --
this is one of the abandoned ones.

DR. AMPOVAH: Yeah, one of them

MR. MERRI FI ELD: | renenber this.

Yeah.

DR. AMPOMAH: So | ooking at this, how
they procced it, do you believe that it was plugged in
a good way to prevent any potential conplication with
the oil breachi ng?

MR. MERRI FI ELD: So | don't recall the

exact date. |I'mlooking at the way that they plugged
this well. It's an -- it's an ol der plugging
approach. And -- and the reason | know that is

because they use kind of these intermttent cenent
pl ug and then match --

And then it -- that is a standard
approach back in the -- kind of the 70s or the 80s and
sonetinmes even into the 90s dependi ng on what state
you're in. They -- they will still allow  Today,
that's not, you know, the best way to do it, but it
was acceptable at that day and tine.

Now, having said that, we were tal king

about nmud slurry. That's usually a thick -- slurry

usually. So it's -- it is still -- So yes, | -- it

I's an approved approach, but historically, | think,
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you know, that there's historical context.
DR. AMPOVAH. So it's still workabl e?
MR. MERRIFIELD: It's still what?
DR. AMPOMAH. Is it workable? Like you
believe there should be sonme sort of highlight on this

particular well?

MR. MERRIFIELD: Al I'"msaying is that
it's -- it's not the standard practice. But bentonite
Is a very inperneable material. Wen it's mxed with

mud, basically the mud portion of that well as well as
the cenment portion are considered inperneable barriers
wthin that well.

DR. AMPOVAH: So let's talk alittle

bit about --

MR. MERRI FI ELD: Did that answer your
guestion?

DR. AMPOMAH: Yeah. |'m sure OCD knows
nore to make sure that there will be no problemw th
that. And | just wanted to know that. On page 10 of

the C108 1B application.

MR. MERRI FI ELD: Okay.

DR. AMPOMAH: So you have on -- saying
Brushy Canyon is included as a potentially -- the
Brushy is not intentionally targeted for injection.

Now, but you're also going to do a DFIT in this
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project; right?

MR. MERRI FI ELD: Correct. That's --
that's the key point.

DR. AMPOMAH. So | just want to know is
there no any other alternative? Oher than nore |ike
bridgi ng the Brushy Canyon, knowi ng very well that you
are not going to do any injection. So is there any
other alternative to collect the data that you're
| ooking for without actually performng the DFIT in
this position?

MR. MERRI FI ELD: The purpose of the
DFIT and -- is to really calibrate the interpretation
of the frac gradients that are determ ned from | oss.
And the only way that you can do that is by having
sone type of injection test. A DFIT in my opinion is
t he best approach to get the npbst accurate and -- and
best chance at getting data than any other data that
you can do.

But all the data that you can -- in
order to -- to calculate the frac gradients, you have
to -- you have to have sonme sort of injection test.
And -- and Bryce will touch on this a little bit
| ater, but he -- what he'll showis, you know, what
the pressure buildup | ooks |Iike and what it comes back

down to and -- and what part of the curve you actually

Page 110

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

have to nmeasure in order to assess, you know, what the
frac closure stress or fracture is when you -- when
you run that test.

DR. AMPOMAH: So are you saying that
let's say the DFIT that you're going to do in this
hurricane land in the creek formation. There was two.

MR. MERRI FI ELD:  Mm hnm

DR. AMPOMAH. You don't have right now
datapoints to be able to calibrate your entire project
gradient, but you still have -- can you do a DFIT in
t he Brushy?

MR. MERRI FI ELD: What we'll have after
we collect this data is we'll have DFIT data in the
Brushy Canyon, the Cherry Canyon, and the Bell Canyon
formations. We'|l have a continuous curve of what the
frac gradient | ooks |ike.

DR. AMPOMAH: Yeah. But ny --

MR. MERRI FI ELD: And to calibrate that,
we have to have certain datapoints that require sone
sort of injection test. And the injection test that
we're proposing is a DFIT.

DR. AMPOMAH. So you said you have to
do how nmuch percent of -- if we are not going to use
this formation for injection, why do we have to

perforate it, you know, in the first place, and then
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com ng back to fill it out? You know, so that is ny
concern.
MR. MERRI FI ELD: Yeah. So the reason

why we have to

- | think | understand where you're
comng from-- is we actually have or are forced into
i njecting into the formation.

So we actually have to cut a hole
t hrough casing and inject into the formati on and
nmonitor the pressure buildup and decline in order to
gather this datapoint that's going to be used as a
calibration point. There's no other way to do it from
my standpoint. | don't -- | don't know of any other
way to do it. You could do it open hole.

DR. AMPOVAH: M ni-frac, yeah.

MR. MERRI FIELD: But it -- but what |I'm
saying is the chance of success with the mni-frac of
getting the data is about 40 percent. Ckay. And --
and with this, it's about 95 percent.

DR. AMPOMAH: So, |ike, 104 actually?

MR. MERRI FI ELD: Yeah. Yeah.

DR. AMPOMAH. So page 104 on the
application. | want to know how many wells you used
i n analyzing the petrophysics to obtain results.

MR. MERRI FI ELD: Okay. Yeah. And so

the -- the amount of wells, | don't have that nunber
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in hand. But the -- we had probably on the order of
at | east a hundred datapoints to create that map
that's on -- that's color-coded on the righthand side
right there. At |east a hundred. WMaybe 200. Maybe
500 to create -- do you want me to point at it?

DR. AMPOMAH: No, | can see.

MR. MERRI FI ELD: Ckay. Yeah. But
the -- all those datapoints are not shown here.

DR. AMPOVAH. So you show a porosity 20
percent going in there, but probability 0.4 to 3 so ny
guestion is what does it show? O how did you conpute
pernmeability?

MR. MERRI FI ELD: How -- how did we
conpute perneability? W did not actually calcul ate
pernmeability. So in -- if you -- in the Del aware
Mount ai n Group, because these are sandstones, there
Is -- there are a nunber of authors that have
eval uated the perneability-porosity relationship and,
you know, plot how linear that relationship is. But
we have not -- we did not go in and cal cul ate
perneability in -- in these for our study.

DR. AMPOMAH. So on page 98, you talk
about how the two wells, there is an extent of geol ogy
bet ween these two wells, two |ocations. Right. W

t al ked about that fromthe other testinony. Now, you
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are using upper relation to --

MR. MERRI FI ELD: Yes, exactly.
DR. AMPOMAH: Let nme ask. So do you

have any plans to offer a quarry programto
get the actual call because you want to bui
dat abase right now really dependent on nore

correl ati on?

MR. MERRI Fl ELD: W -- we did have that

in sonme of our initial evaluations of all the

surveillance that we were going to gather. But
because of -- the coring | think ended up being a
m nor conponent just because we did not feel that that

woul d add as nuch value as the cost, and it

just to -- when we evaluated all the different

surveillances that we were going to do, we |

that was a lower priority. Yeah, we did --

entertain that. That -- I'mletting you know that.

DR. AMPOMAH: But why would that be a

| ow priority?

MR. MERRI FI ELD: It was a | ower

priority. That's all.

DR. AMPOVAH: Yeah, but we want to know

how Pi non water formation was, had it done |

relying on no map relation, no --

MR. MERRI FI ELD: Well, see part of the

be able to
d a

or |l ess a

was really

ust felt

we did

ust
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assessnment was we actually pulled the existing core
data that was available fromthe DMG and i ncor porated
that into the anal ysis.

DR. AMPOMAH: Thank you. | appreciate
t hat .

MR. MERRI FI ELD: Yeah.

DR. AMPOMAH: Hel p nme understand. On
your well design for the Papa Squirrel well.

MR. MERRI FI ELD: Mm hmm

DR. AMPOMAH: So I'mtrying to

correlate that to the well correlation that you're

showi ng on page 104. |Is the Papa Squirrel well the
one that -- that one is in the total vertical depth;
right?

MR. MERRIFIELD: Is it -- I'msorry.

What was your --

DR. AMPOMAH: Total vertical depth.

MULTI PLE SPEAKERS: Total vertical
dept h.

MR. MERRI FI ELD: Yes. Right.

DR. AMPOVAH: Yeah. So | see the Bell
Canyon i s about 4,655 feet.

MR. MERRI FI ELD:  Uh- huh.

DR. AMPOVAH: Now, when | cross-check

that to you, the well correlation that you have on
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page 104. So fromA to A prine, you have your well.
It's going to be in the mddle. And maybe the well
correlation is in a different depth to nme?

MR. MERRI FI ELD: It -- it is. It's
subsurface 2DD

DR. AMPOMAH: Okay. | just wanted to
clarify that.

MR. MERRI FI ELD: Yeah.

DR. AMPOMAH: And maybe if we can --
because it's not --

MR. MERRI FI ELD: It's not. And
that's -- you know, that's sonething that should have
been caught, but it wasn't.

DR. AMPOMAH: Because | was totally
| ost.

MR. MERRI Fl ELD: No, valid question.

DR. AMPOMAH: | do have further
guestions. So how in your application you showed on a
structure map that you did place all the well
correl ati ons. But | don't see that on the side, so |
don't -- base, you know, but | just want to know why
did you not include any interpretation fromthe
seism c?

MR. MERRI FI ELD: The -- the question

about seismcity and showing that is -- really has to
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go through I P review process. And -- and we, you
know, in the process of going through this, | felt
that interpretation, it was based upon interpretation
of our SME

And to go through that, we would
probably -- there would have been a | ot nore that
needed to be addressed other than just this group. W
woul d have had to been -- gotten into a | ot of detai
on that evaluation. And we just didn't see that that
added as nuch val ue.

DR. AMPOMAH: So you took the -- You
were not able to identify any -- in the Castile. Now,
when you tal ked about how there was sone sort of
anomal y because of salt and then the presence of
anhydrites in there, so you were not able to build a
very good velocity forward to really interpret those.

MR. MERRI FI ELD: Ri ght .

DR. AMPOMAH: Now, | just want to know,
did you try any different options to see if there are
no geol ogi cal features that could i npede any potenti al
pat hway?

MR. MERRI FI ELD: Other than the seismc
data? |s that what you' re saying?

DR. AMPOMAH. So for the seisn c data,

there are nmultiple options that you can run. You see
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where under any given seismc faults, anything. So
" mjust asking just a normal interpretation. Did you
go further to use attributes?

MR. MERRI FIELD: W -- yeah. And the
person that did this actually | ooked at a coupl e of
different ways of |ooking at the data, but it -- it
boil ed down to one fundanental criteria, how you
define fault using seism c data.

And that there -- it's a very
traditional way of looking at it, and that is if you
really need to be able to define separation of
stratigraphic units across a discontinuity that can be
seen at the scale of the observation that you're
maki ng.

"Cause it's that discontinuity between
two horizons across sone plan of discontinuity, which
Is defined as a fault, where you actually see
separation of layers. So he was really |ooking for
that characteristic to define a fault.

MS. BENNETT: And | don't nean to
I nterrupt here, but M. Com skey will also be able to
address sone of the questions on seismcity if that's
useful for you later today as well.

DR. AMPOMAH: Yeah, | was nostly

tal ki ng about the seismc interpretation, not
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seismcity. | know that one. Yeah.

Can you talk a little bit about the
stinulation? Do you plan to do stinmulation in this
wel | ?

MR. MERRI FI ELD: After we conplete the
well, after we drill the well and then we run casing
and then we perforate the casing and then we set the
tubing in the packer in the well and we put a well
head on it, we will conduct an acid job.

And that really is to clean out, you
know, the perforations, clean out anything near well
bore so that when we actually go in and -- and inject
into the formation that we know that the -- the
formation is as clean as possible and the near well
bore is as clean as possible to enhance injectivity.
So that's going to be, you know, the primary reason
for doing an acid job. And by -- when we say
stinulation, an acid job is a formof stinulation.

DR. AMPOMAH: Thank you.

MR. FUGE: M. Bl oonf?

MR. BLOOM  Yeah, just a couple quick
questions about the |ocation and sone of the wells.
You nentioned | think with respect to the Severitas
well that there were three nearby Bone Springs wells?

MR. COM SKEY: Yes.
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MR. BLOOM And do you do any extra
sort of particular nonitoring of those wells in your
pr oposal ?

MR. COM SKEY: |'ll have to defer that
to sonmeone later, | think. Surveillance plan.

MS. BENNETT: M. Com skey will be
di scussing the data and nonitoring plan in detail.

MR. BLOOM Yeah, | was interested in
the nonitoring too.

And then I don't know if this would be
a question for you or perhaps soneone else well. But
regarding the location of the Severitas well, | ooks
like that's in the SCADA. That's the state federal
uni t.

MR. COM SKEY: Yes, it is.

MR. BLOOM Yeah. | don't know if that
unit's formations include the salt water disposa
target formations. Do you know?

MR. COM SKEY: So this is within the
SCADA unit. This well is actually going to be | ocated
on State Land Office land. And it's -- it's from--
from our assessnment -- |and assessnent of this, we --
we have the right to inject into the DM5 if that's
your questi on.

MR. BLOOM That's where | was goi ng.
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Yes. And simlarly if you nove that, | think there
was a nention of a mcro-nove of a couple hundred
feet?

MR. COM SKEY: Mm hnmm

MR. BLOOM You'd still be on State
Trust Land?

MR. COM SKEY: Yes. Yes.

MR. BLOOM  You may want to check with
the Land Office and see if that unit actually includes
the DMG formation. And | believe -- have you filed
that application for the easenent yet, salt water
easenment with the Land O fice?

MR. COM SKEY: | don't know if we have
or not to be honest. Well, but I -- but I wll tell
you this. The person that is evaluating that is
actually over at the State Land Office right now
having a discussion with them about sonme -- sone
t hi ngs.

And | know that -- that the question
that you're asking is -- is sonmething that -- and he
-- he's aware of both |ocations. |'ve been having
these -- these ongoing discussions with himabout this
and -- and he understands fully the need to have the
-- own the right to inject disposal water within the

DMG on either | ocation.
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MR. BLOOM Yeah. Thank you. And you
know, that might be a little bit beyond the scope of
this today. But | just wanted to ask about those
practicalities there so.

MR. COM SKEY: Exactly.

MS. BENNETT: Thank you.

MR. BLOOM Yeah. Thank you for the
presentation. No further questions.

MR. FUGE: And |I've got no questions
for the w tness.

So you may be excused.

MR. MERRI FI ELD: Thank you.

MS. BENNETT: Thank you.

M. Chair, | did want to -- and |
shoul d have been -- well, | don't need to with
M. Com skey. But with M. Merrifield, I would Iike
to reserve the right to call himfor a rebutta
witness if necessary.

MR. FUGE: Okay.

MS. BENNETT: Thank you.

VR. FUGE: | think in the I nterest of
tine, and | think that the next witness will be
relatively long. | say we adjourn for a relatively

brief-ish lunch break and resune at 12:45.

(OFf the record.)
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MR. FUGE: Make sure |'ve re-initiated
the recording. Good.

| think we're ready to have you cal
your next wtness.

MS. BENNETT: Thank you very much. And
M. DeBrine is going to handle the next two w tnesses.

MR. FUGE: Ckay.

MR. DEBRI NE: Good afternoon,
M. Chair.

Chevron would like to call its next
Wi t ness, Jason Pari zek.

MR. FUGE: Can | ask the court reporter
to swear in M. Parizek please?

THE REPORTER: Pl ease raise your right
hand.
VHEREUPON,

JASON PARI ZEK,

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:

MR. FUGE: Thank you. You may take a
Seat .

EXAM NATI ON

BY MR. DEBRI NE:

Q Pl ease state your nane.

Page 123

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



© 00 N oo o b~ wWw N

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

A Jason Pari zek.

Q Who do you work for, M. Parizek?

A Chevr on.

Q How | ong have you worked for Chevron?

A Just over ten years.

Q And if you could for the Conm ssion just

gi ve a shorthand background with regard to the
evol ution of your duties and responsibilities for any
j obs with Chevron during that period?

A Yes. | started off working in San Joaquin
Vall ey, California, as an acid devel opnent geol ogi st.
My duties there were planning and overseei ng execution
of both horizontal and vertical well bores.

Followi ng that, | went out to a field office
working with the production operations group on
technical team Duties in that role were setting up
and establishing reservoir managenent and surveill ance
prograns for both a sour gas di sposal project and
water injection projects. | was also responsible for
overseei ng and pl anni ng side tracks of both vertical
and horizontal wells.

2018 I noved out up to Mdl and, Texas
wor king the Perm an Basin. | started off working in
t he production office group as a technical team

geol ogist. Duties on that teaminvol ved eval uating
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sone of our deep disposal wells, |ooking at different
performance between the wells. | was responsible for
a re-frac project that we conducted in the basin and
oversaw sone technol ogy projects such as gas
reinjection.

l"mcurrently working as a devel opnent
geol ogi st in New Mexico. Have responsibilities in
that role involved planning and overseei ng execution
of horizontal wells.

Q Coul d you give a brief summary of your
educati onal background?

A | have a master or a bachelor's degree, a
Bachelor's in Science from San Diego State University.
Graduat ed sunma cum | aude. And a nmaster's degree from
San Diego State University. Both of themare in
geol ogi cal sci ences.

Q Have you previously specified before the New
Mexico O | Conservation Conm ssion or Division?

A | have testified before the Division in

February of 2020.

Q Were your credentials accepted as a matter
of record --
A Yes, they were.

MR. DEBRI NE: We woul d tender

M. Parizek as an expert in petrol eum geol ogy.
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MR. FUGE: So tendered.
BY MR. DEBRI NE:
Q Are you famliar with the applications that
Chevron filed in these two cases?
A Yes.
Q Are you famliar with the two sal twater

di sposal wells that are the subject of the present

pr oj ect ?
A Yes.
Q Before we start review ng the exhibits you

prepared as part of your study, if you could give the
Conm ssion just a brief summary of what inquiry you
undert ook and the subject of your testinony today?

A Yes, ny testinmony will be exploring in
further detail sonme of the case studies that were
identified in the map that was referenced | believe in
t he opening statenments regardi ng one of the products
of the 2016 work group that was taking place.

What |'m going to show is that several
observati ons of |ooking at watercut changes can be
explained in different ways by establishing sonme of
t he understandi ng that we have devel oped with DMG and
fracture driven interactions between various ventures
within the Perm an Basi n.

Wth those | earned, we can now apply those
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-- that sanme |evel of assessnment back to those case
studi es and potentially come up with different or nore
-- nore robust interpretations for the root cause.

MR. DEBRINE: And to the benefit of the
conmm ssioners, the exhibits we're going to discuss
with M. Parizek start at page 109. If we can turn to
the first slide.

BY MR. DEBRI NE:

Q Coul d you just briefly explain what this
slide represents and the work that went into it?

A Yes. This slide really the -- the core of
the slide is | want to denonstrate that watercut al one
Is not a definitive test for salt water disposal's
i nterference of producing wells.

So just sone of the background in going into
this. | nentioned the 2016 work group. That work
group shared observations of both Del aware NMNountain
Group production wells and Aval on production wells
that were seeing increased watercut over tine.

And on the map on the right side, |'ve got
a -- an exanple of what -- what those maps had | ooked
li ke that was within that slide deck. And that slide
deck is | believe Exhibit 8 in the -- the OCD s
exhi bits.

But on that -- on that map, you'll see kind
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of a locator map. And within that, there are sections
that are highlighted in purple or red. And those
sections represent areas that were suggested to have
had DMG i nteractions with underlying Aval on producers.
And the way that they're identified, if you
| ook at the circles, you'll see a |arger |ight-col ored
circle and kind of a smaller dark circle. Well, the
smal l er dark circle represents a cunul ative water cut
over the life of the producing well and the |arger
| i ght-colored circle would represent the | ast six
nont hs' wat er cut .
And when you would see an increase in the
| ast six nonths' watercut over the lifetime watercut
of the well, that would indicate that that well is now
produci ng a higher watercut than it was historically,
suggesting that sonmething has changed readi ng that --
t hat producti on change.

Q So is it fair to say that your study was to
| ook into whether there were other potential causes to
explain the increased watercuts that were reported in
t hose case cuttings?

A It was -- it was part of the work that |'ve
done. And I'll show in future exhibits that we've
| earned a | ot about our devel opnent areas that are

| ocated proximal to the exanple |I've shown. And we
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woul d apply those learnings and revisit in some of
these cases and -- and cone up with different, and |
woul d argue in nmy opinion, stronger hypotheses as to
what's going on with the watercut changes.

Q If you could turn to your next slide -- what
does this represent?

A The map shown on this exhibit represents a
| ocator map for the case studies that | had eval uated
as part of this assessnent. And it's a subset of
them Also shown on the -- they're represented by the
colored circles, and |I'I| describe those shortly.

Al so shown on this map in stars, yellow star
represents a location of the Papa Squirrel saltwater
di sposal well that's part of this case. And the blue
star on the left side of the map represents the
| ocati on of the Severitas 2 State SWD 1, al so part of
this -- this case.

And the pink or purple polygons that are
scattered across this map represent | ocations or areas
t hat Chevron operates.

The colored circles shown on this map --
|'ve got a |l egend off to the upper right. But the --
the green circles represent an area where we've
i dentified Wol fcanp conpl etions affecting the Aval on

and resulting in simlar observations that we had seen
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In the previous exhibit that |'ve shared regarding
Exhibit 8 that the OCD has entered.

The blue circles represent areas where
Chevron is operating Avalon wells either directly
under or adjacent to Del aware Mountain G oup saltwater
di sposal. And we are not seeing any inpact fromthose
oper ati ons.

The red circle represents an area where
there is identifiable geologic features that trend
bet ween Del aware Mountain Group injectors and Del awar e
Mount ai n Group producers that may have a driver on why
sone of the -- the potential communicati on was seen in
t hose areas.

And then lastly, the orange circles
represent areas where there are geol ogic features that
trend between Aval on producers and Del aware NMbuntain
G oup saltwater disposal wells that again could -- it
may i ndi cate why sonme of those observations were nade.

Q Let's turn to the potential exhibits
prepared for inspection and study. The first one is
just identified in the next slide, "Wl fcanp
Conpl etions Affect Aval on Production.” Just the title
and the actual first exhibit representative of these
studi es on page 112, "Wl fcanp Conpletions Result in

Aval on Production Interaction."”
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If you could explain for the Comm ssion what
you did in your study and what's represented by this
exhi bit?

A Yes. Chevron operates in the vicinity of
t he Papa Squirrel saltwater disposal well we're
proposi ng. W operate several sections that are fully
devel oped with Aval on producers. And those Aval on
producers in the northern part of Sal ado Draw have
produced for three to four years fromthe tinme we
drill till the time I'mshowing on this slide with
very stable production traits, very stable declines.

We' ve seen predictable gas -- through the
time, the life of those wells. And the only
particul ar upsets that we've seen with those wel
during the production periods were when were
devel opi ng an offset add directly adjacent to those
wells. We would typically see fracture-driven
I nteractions that would result in a short-term
gas-oil-ratio trend change or increase in water
producti on.

So in roughly 2019 into 2020, we started to
see pretty significant changes in our -- our Aval on
wells. And -- and by changes | amreferring to the
diagramthat's on the right side of the -- the exhibit

her e. If we look at -- at that diagram what we're
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showi ng here is both oil production rate and the gas
oil -- producing gas-oil-ratios for a sanple of the
Aval on producers on the northeast side of our Sal ado
Dr aw devel opnent ar ea.

Q And what colors are represented in that
chart for each?

A The green circles represent the oil rate,
and the yellow circles represent the sol ution
gas-oil-ratio. \What you'll observe on here as |
di scuss is there's been relatively consistent or |et
me say stable declines through the oil rate and
I ncreases in gas-oil-ratio. What we observed at -- at
that tinme was increases in production.

If you'll |look at where the vertical dash
black line is on that plot, and this is prior to us
real |y understandi ng what was going on. W started to
see significant increases in oil production and
significant decreases in gas-oil-ratio.

These Aval on wells are approximtely 3,000
feet TBD shall ower than our Wbl fcanp pads. And at the
time of the study, we didn't have a precedent for --
for Wol fcanp conpletions interacting with Aval on
wel | s.

So sonme of these, we took an investigation

to understand what was going on. W |ooked at
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facilities bottlenecking. W |ooked at a w de
spectrum of drivers, but the only one that really
correlated to what we've observed here were our
underlying Wl fcanp A fracs. And the -- and the frac
date is shown by that vertical dashed black line. So
that was our first -- our first indication that we had

an i nteraction.

Followi ng that, |I've got another diagram
here shown on the left -- the lower left corner of the
slide. Practically 3 mles west of -- of the first

exanpl e, we had another pad. This is our second pad
of Wolfcanp A wells that was being conpleted in the
area. And we observe again another interaction in

t hose Avalon wells that's highlighted here in the

| ower | eft corner.

So et nme describe what this chart
represents. 1|'ve got the tinme on the -- on the X axis
and on the Y axis of show ng water rate shown in blue
and the gas-oil-ratio shown in black. W see a stable
decline in producing water rate, but up until the
first black line that's shown with a callout that says
"Aval on Frac Interaction Event." This was an offset
-- directly offset pad where we saw the conpl eti ons
fromthat pad interacting with this particular well,

and the result was a drop in the produci ng GOR and an
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I ncrease in the water production.

You'll see another stable decline fromthat
first event down until the point where there's a
vertical red solid line and then a second verti cal
dash line. What this wi ndow represents is the start
to the end of the Wil fcanp A conpletion that was being
conducted below the -- this Aval on well.

So this is two exanples. Following this, we
had strong hypothesis that these Wl fcanp conpl eti ons
were interacting with Avalon. So we took a
surveillance -- we conducted a surveillance study on a
third pad where we showed it in two Avalon wells. W
ran down whol e nenory pressure gauges.

We conducted water sanples fromboth the --
predi cted the Avalon well as a baseline. Collected
wat er sanples froman offset Wl fcanmp pad as a
basel i ne, and we took our water sanples from our
conpletions. And what we observed when t hat
underlying Wl fcanp A well or the pad was conpl et ed,

2, 000-psi increase in one of our Avalon wells.

We saw the water chem stry change fromthe
time that -- fromthe tinme prior to the conpletion to
during the conpletion and then reverted back to this
baseline after the conpletion. So we -- we then had,

again, nore data now that supports this hypothesis
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that our Wolfcanp wells were interacting with Aval on.
Q Coul d you turn to your next exhibit on page
113? It's tal king about "Wl fcanp Conpl eti ons Have
Ext ended Periods of Water Influx in Nearby Aval on
Wells." And what did you do for this study in order
to reach these anal ysis and concl usi ons?
A Yes. So |'ve got on the bottom right hand
corner just a locator map showing the -- the
devel opnent, the Sal ado Draw devel opnent area just in
the vicinity of where we were observing these
Wbl fcamp A interactions with our Aval on wells.

And highlighted in the blue rectangles, each
of those blue rectangles represents an individual pad
of Wol fcanp A wells where we have seen an interaction
with the overlying Avalon wells. And the only reasons
that -- that 13 and 24 aren't highlighted is that they
were conpleted after | conducted his study. So | have
not eval uated any -- whether those -- those pads have
I nteracted with Aval on.

At the top -- at the top half of this

exhibit, I"'mshowing three different production plots.
And this is again a sanple of -- of Avalon wells from
across our -- our field as -- as highlighted in the

bottom ri ght | ocator map.

But on the spot, again, the X axis is tined,
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and the Y axis represents in blue, water rate; in red,

gas rate; and in green, the oil rate. And you --

| ooking at these I'Ill kind of wal k through one of
t hem

Looking at the one on the left, you'll see a
very subtle increase around the -- the first call out

t hat says "Avalon Frac," the left of the two. There's
a small increase in the water change. And this
represents the pad of Avalon wells that were conpl eted
two well spaces over fromthe -- the well that's shown
here or two pad spaces over.

The second Aval on frac call out represents an
of fset Aval on pad that was fracked. You'll see a nore
significant increase in water production, a drop in
the producing -- in the gas production, and then an
i ncrease in oil production after the -- the well

recovers fromthat frac-driven iInteraction.

But we'll also refer to those as fracture
stinmulation interference, FSI or FDI. W' re using
those. 1'musing those terns anal ogously.

Q And you may have covered it, but which ones

are you referring to when you're tal king about water?
| mean which col or on the graphs?
A The blue. So the water -- the water rate

Itself, the water production rate is blue. But when |
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refer to the water cut, what |'m observing is that the
oil rate drops down to roughly the zero line as the
water rate increases fromthe base line. So that
woul d have indicated that the water cut's increasing
at that point.

So |'ve stepped through the two exanpl es
fromAvalon fracs. Now | want to show that the
Wol fcanp fracs are the next two vertical lines on this
plot. And both of those -- the first Wl fcanp frac
figurative interaction that we observe, we'll see an
i ncrease again in -- in the -- the water production
rate in blue and the oil production rate in green.
And again, that well recovers back to a baseline
wi thin about six nonths, just estimating based on
the -- the graph.

And then lastly, if you nove over to roughly
where it says Year 6, you'll see that -- that next
Wbl fcanp A conpletion that took place resulted in an
i ncrease in water production in this well. But this
i ncrease in water production rate is extended at | east
ni ne nont hs based on the data that's shown on this
pl ot .

And that's really the key that | want to
denonstrate with these plots here is if you | ook over

to the mddle plot where that Wol fcanp A frac i s shown
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around Year 5, you see that production upset or that
change in water production rate extends al nost a year

on this plot to the end of the data.

And lastly, in the -- in the |ast exanple,
again, that -- that that water rate increases for
the -- the limt of the data that's shown on this

pl ot .

So the key to -- the key to what |'m show ng
here is that the fracture-driven interactions or frac
I nteractions between conpletions and offset wells are
generally short termin duration, that these Wl fcanp
I nteractions that we've observed and ki nd of

established are hurting in our area can lead to

| ong-term changes in the -- the water production rate
for the -- the Aval on wells.
Q If you could turn to your next slide on

page 114. And what does this slide represent?

A This slide represents a reeval uation of one
of the case studies that -- that we had taken a | ook
at. And | want to draw attention to the | ocator map
on the left side. Wat's shown here in yellow
hi ghl i ght on that |locator map is the western extent of
our Sal ado Draw devel opnent area. And in the mddle
of Section 21, and I've -- |I've got a blue well stick

| ocated. And that is the Aval on producer that we're
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going to be looking at here in this exanple.

Q So this was nmultiple other case studies and
now Exhi bit 8?

A This is -- that's correct.

Al so shown on the map in Section 16 north of
Section 21 is a blue triangle in the southeast corner.
This represents the | ocation of a Del aware Muntain
Group saltwater disposal well. And -- and that sane
-- on the eastern side of Section 16, |'ve got two
well sticks that are difficult to discern.

But the callouts on the top represent those
bei ng the |l ocations of one-third Bone Spring well wth
the conpletion date shown to be between May and June
of 2015. And a stack of three Wolfcanmp wells with the
conpletions to be between July and August of 2015.

Looking at the -- the production on the
right side of -- of the X axis, we're |ooking at tine.
And on the Y axis, we're |l ooking at nonthly vol unes on
the logarithm c scale. Shown in blue on this plot is
the water production rate. Geen is oil rate. Red is
the gas rate for the producer that | have called out
on Section 21.

Al so shown on this plot is the injection
rate in nmonthly volumes again up for the saltwater

di sposal well that's shown in the southeast corner of
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Section 16. In this exanple in the docunents that
were shared in Exhibit 8, the -- the thought or the
hypot hesis i s that breakthrough occurred due to
I ncreasing injection rate on that saltwater disposal
wel |, causing the increase in water production in that
well |ocated in Section 21.

G ven the learnings that we had in our
devel opnent area, | had taken the conpletion dates for
t hose third Bone Spring well and those Wl fcanp wells
and -- and overlay those onto that production file.
And what |'ve noticed is where that purple vertical
line is representing the date of the Wl fcam A
conpletions, that's when we see the significance
change in water production on this particular well.

So while I"mnot ruling out that the
sal twat er di sposal well nmy have been the driver in
it, my -- in ny opinion, the Wl fcanp A conpletions is

|i kely a nore robust or superior explanation of the --

kind of the -- the two hypot heses that we're | ooking
at here.
Q If you could turn to your next exhibit on

page 115, "Wl fcanp conpl etions inpact Aval on
production.” And what does this slide show?
A This is |ooking at -- |ooking at the | ocator

map on the left. W' re |ooking at the same general
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area, but |'ve noved the subject well one well spacing
to the -- to the east of the -- the previous exanple.
Located in Section -- it's located roughly in the
center of Section 21.

Also in Section 21, there are two |ight blue
well sticks on the left side representing two Wl fcanp
A wells. There are four well sticks kind of in the
center of this section representing another set of
Wbl fcamp A wells and set of purple or |I guess purple
wel |l sticks on the east side, again representing
Wbl fcamp A wells.

So |'ve taken the conpletion dates for those
wel s and overlaid those onto a production plot from
that particular well. And those are shown with the
vertical dash lines on the production plot on the
right side of this exhibit.

| want to note that this one is | ooking at
daily rate versus -- rather than nonthly -- nonthly
rate that we have seen on the last slide. So the
first pad of -- the first two Wolfcanp A conpl etions
t hat took place don't show a -- a significant step
change. You could argue that the -- if you | ook at
the vertical blue dash line that there's a small
I ncrease in water production.

But what | really want to call out on this
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exanple is that the two pad, the Wil fcanp A wells that
are directly underlying that Aval on producer are
plotted with a red dash |ine and a purple dash |ine.
And this well sees a significant change in oil, gas,
and water rate coincident with that -- with those
conpl eti on dates.

And this is simlar to the exanple that |
had shown in my previous exhibit. One -- on page 112,
where we saw i ncreased oil production follow ng an
underlying Wbl f canp A conpl eti on.

Q So your bottomline including with respect
to the analysis of the Wl fcanp and Bone Spri ng
conpletions on oil and gas?

A So the -- the key takeaway for ny -- for
this section is that the observations that we've seen
in Exhibit 8 can have alternative -- alternative
expl anati ons. Chevron has consistently seen
Wbl fcanmp A conpletions interacting with our Aval on
wells in this particular section of Lea County.

And again, the -- just |ooking at water cut
alone in proximty to saltwater disposal wells, it
Is -- it is not conclusive in determ ning root cause.
Wth the additional data we have, we really need to do
nore thorough exam nations of -- to rule out which the

| eadi ng hypot hesis is.
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Q Let's turn to the next aspect of your study,
whi ch begi ns on page 116, | ooking at whether Aval on
wells were affected by DMG disposal. And the first
substantive slide is on page 117. |f you could
explain to the Conmm ssion what we're | ooking at here
and what concl usions were reached.

A Yes. This exanple is in a location that's
simlar to | believe Exhibit 7 that the -- the OCD has
submtted. And this is an a -- an area where in 2014
and into 2015, the Bran SWD 1 and the Heavy Metal 12 1
were two open-hol e sal twater disposal wells.

And the operator of the -- the green well

sticks that were shown on this map where it says "DMG

producers,” | noted an increase in water production
and reached out to the operator of those -- those two
sal twat er di sposal wells, showed themthe -- the

observations that they had, and they cane to an
agreenent that -- that they were going to shut those
wells in due to suspected conmuni cati on.

Q If you could just identify the location of
those two wells that you managed to nodify on the map?
A Those two wells are indicated by a bl ue

circle with a cross in the mddle of it.
Al so shown on this map are two ot her just

open circles, smaller circles. And those represent
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two others, the Del aware Mountain G oup sal twater
di sposal wells. One of themwas -- one of the SDS 11
Fed 1 was injecting into only the -- the Bell Canyon.
Lotos 11 Fed 2 was injecting into the Bell Canyon and
Cherry Canyon.
But the -- really the key that | want to

denonstrate here is despite the potenti al
conmmuni cation between the -- the two saltwater
di sposal wells over to those Del aware Mountain G oup
producers, Chevron operates Avalon wells that are
underlying or between those two | ocations shown by the
-- the DMG wells and the sal twater disposal wells.
And we had not seen any indication of water and infl ux
or abnormal production fromthose underlying Aval on
wel | s.

Q Where are the Avalon wells shown on the map?

A They' re shown by the tan or pink col or
that's in the tan polygon representing the devel opnment
ar ea.

Q If you could turn to the next slide on
page 118 and expl ain what your study | ooked at here
and the conclusions that you reached.

A This -- this study denonstrates agai n what
" mgoing to highlight on the |ocator nmap shown on the

bottomright of the -- of the slide with a blue --
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what we're | ooking at here is our -- again, our
Chevron Sal ado Draw devel opnent area, the wells that
are showi ng up on the map in Sections 15, 14, 13, 18,
19, 24, 23.

These are Aval on producers within that area.
The northeast corner of our devel opnent area is a
sal twat er di sposal well that was conpleted in the Bel
Canyon and the Cherry Canyon.

Q And just to clarify, Chevron's Aval on
producers here are in a different area than what we
| ooked at in the prior exhibit?

A Correct. This is -- this is south of that
prior exhibit.

Also on this map is a -- is a SHVax
orientation. This -- this is the maxi mum hori zont al
stress direction. And it was derived fromimge --

I mge | ogs | ooking at four-hole breakouts as well as
m cro-seismc that was conducted in Sections 18 and 19
on this -- on this map.

But what |'m going to denonstrate here is
that that saltwater disposal well was active fromthe
time that we drilled those wells all the way to
February of 2019. And we were on strike to that SHVAX
orientation of that well, and we did not see any

I ndi cati on of production change over the course of
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that tinme aside fromthe known conpletions that we had
in the Avalon wells that are called out on the
production plot that's shown on the |left side here.

Q You said it runs; correct?

A Yes. What | nean by that is if you take the
SHVAX orientation fromthe -- and lay -- overlay it on
the saltwater disposal well, that orientation
direction points directly into our Avalon wells.

Q So the conclusion you've reached is
denonstrated by the slide as well?

A In part. The other -- the other point that
| want to make regarding this -- this area is that
t hese wells produced roughly a 50 percent water cut
over their -- over their well |life up until we started
to see interactions with the Wol fcanp conpletions. W
were able to draw down.

We conducted a -- a pressure study in
Sections 18 and 19. We were able to draw down
bott onmhol e pressures to where we cut -- conducted
t hose pressure surveys. W were seeing 500 psi to 800
psi on those surveys. And over the course of that --
that time when that well was actively injecting, we
didn't see any indication of a water pressure change.

Q Let's take a | ook at the next aspect of your

study when you | ooked at possible causes of faulting
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or the lineanents that begins on page 119 and then for
subsequent slides on page 120. |[If you could explain
to the Conm ssion the work you did here and what the
slide denonstrates.

A So now -- now we -- |'ve stepped back up to
the previous exanple that I've shown where our Aval on
wells do not interact with overlying and of fset
saltwater disposal in the Del aware Mouuntain G oup.

But we're -- we're focused now on the Del aware
Mount ai n Group producers in relation to the Del aware
Mountain Group injectors that are -- that are shown on
this map on the right with the DMG producers being in
green, DMG injectors being in blue.

Q This is again | ooking at those wells
depicted on Exhibit 11 -- or 7, | nmean?

A That is correct.

On the -- the well that has a call out

| abel ed PLU 401H, |'ve got a pink dot that indicates

where on a pressure -- |'msorry -- production |ogging
tool. Basically a production |log that was run on that
well. They observed 1,520 barrels of water comng in

at one perforation cluster. That point on this well
represents that inflow point.
We had a, as Tom nenti oned, our geophysici st

map out and | ook for potential faults, potenti al
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| i neanents in our different devel opnent areas. And
not being aware of this particular case study, | took
the work that that geophysicist had done, and |
Integrated it into this exanple.

And on that map shown in green represent a
potential |ineanment that was -- that was mapped out
fromseismc. And the |location of that |ineanment
trends between the -- the heavy nmetal well, the Bran
well. And the projection of that extends through
where you see that PLT inflow point on that 401H
producer.

Q So you're tal king about the green diagonal
line that runs fromthe southwest to the northeast?

A That -- that's correct. And the
significance of that with regard to the SHWVax
orientation that's shown with the double red arrow on
the -- the bottomof the slide here is that a -- you
know, any kind of fracture, |ineanent, fault, anything
that's oriented parallel to the SHVvax direction is
going to be under an -- an opening node or it's going
to be in an orientation.

I woul d enhance or enable potential fluid

m gration through it versus an -- an orientation such

as shown on the bottomof this slide. | guess there's

two -- there's two little cartoons on the bottom of
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the slide.

The one on the left would represent an
orientation of the |lineanment relative to the -- the
SHvax and SHM n. That would give the openi ng node.
The one on the right shows that that |ineanent i s now
per pendi cular to SHvax, so it would be under an
orientation that would be preferentially closed or
restricted fluid novenent.

But having |ineanents, faults, any kind of
feature like that in the vicinity of the injection
woul d be unfavorable. And this is a potenti al
expl anation as to why that -- that area has reserved
the effects that were -- that were noted in here.

Q So is it fair to say that your conclusion as
to the lineanent is a possible pathway for the
m gration of fluids were observed?

A That's correct.

Q If you could turn to your next slide on
page 121, this looks like a little bit deeper analysis
of the sane issue.

A That's correct.

So what | want to first call out is the
| ocator map that's shown on the left side of this
slide here. The blue box on that |ocator map

represents generally the general area that we're
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| ooking at with this particul ar exanple. Looking at
the -- the larger map in the center of the exhibit,
there are several different colored |ines here. And I
want to describe what those are.

First are the green -- there's a green wel
| ocation, a green well stick on the southern part or
the -- the lower half of this map. That represents a
well that was included in the case study. | believe
that was Exhibit 8 as a well that had watered out or
seen an increase in water production.

As part of the review of that case study, |
did not observe any offset Wl fcanp A or Aval on or
Bone Spring conpletions that occurred around the tine
of that well. Seeing increased water production, so
we were able to exclude that as a potential driver.

But the -- on the right side of the map
there are two triangles that represent the | ocations
of two Del aware Mountain G oup producer injectors that
were conpleted in the Cherry Canyon and in the Brushy

Canyon. Those were thought to be the potential driver

to the -- the events that were observed and the vents
bei ng the increased water production in the -- in the
Aval on well that's shown on the -- the map here.

| again integrated the work of our

geophysics team The blue lines on the map
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represent -- these are deep Wodford or deeper faults.

And you'll notice that there's one that trends
sout hwest/ nort heast across this map. And the -- the
red lines indicate -- the red lines indicate a

potential Del aware Mountain G oup |ineanments that the
geophysicist had identified in that seism c vol une.

And what | want to note here is two things.
The first is that the DMG | i neanents are roughly
parallel to the deep faults that we -- that are
interpreted in the area. And both of those are
parall el or sub-parallel to the SHVax orientation
here.

So again, this is a potential geologic
control on why two saltwater disposal wells could
potentially interact with the producing well that's
over four mles away. So you know, |ooking at it from
an interpretation standpoint, this would be an
unfavorable | ocation group to -- to put it in
sal twat er di sposal wells.

Q Did you also take a step in regard to the
| ower contai nment for detecting influx?

A Yes.

Q And that begins on page 122, with a
suppl ement slide on page 123 where you anal yze the

Bone Spring Linme thickness across the basin?
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A Yes. This -- this study went to eval uate
the -- the strength or the ability of the Bone Spring
Lime to prevent fracture growh from Aval on producers
up through it. So one of the hypotheses that we
identified early on is that these Avalon wells are
potentially seeing water production -- production
hi gher than -- than expected because they were
breachi ng through the Bone Spring Line.

So I've got a -- a map on the lower |eft
side here, a map show ng the Bone Spring Linme gross
interval thickness. And this area covers the New
Mexi co portion of the Del aware Basin. Also on the
slide is the Del aware Mountain G oup risk area
outline, but it's truncated at the Texas- New Mexico
border, and that's shown in bl ack.

There's a yellow star near the -- near the

Texas- New Mexi co border that represents the Madera

MalcolmR ET 1 well. And the significance of this
well is that in evaluating the Bone Spring Linme
t hroughout this area, the -- although the gross

t hi ckness was roughly 30 feet thick, the net carbonate
thickness within this well was -- was only
representative of two beds that were approxinmately

8 feet thick. So this was a pessim stic case show ng

the thin or | ow side case for what the Bone Spring
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Li me thickness would be at the area.

Lastly, on the -- on the map shown on the
| eft side, |I've got the -- the starred |ocations in
orange of the Papa Squirrel, the Severitas wells. And
in white are callouts showing the -- the thickness of
the Bone Spring Linme at 42 feet at the Papa Squirrel
and 87 feet thick at -- at the Severitas |ocation.

Q And what does it show on the right?

A On the right is the -- showng the I og on
the Madera Malcolm the well that | had nmentioned
previously. And we're |looking at -- in a -- in terns
of the tracks, the first track is the ganma ray. Then
you'll see the depth track with depth indicated in
both TBD and TBD sub C.

The -- the next log frac is the resistivity,
and there is ferocity along with the PE,
phot oel ectric. And then lastly is just a lithol ogy, -
- lithology on the -- the right track.

Q If you could turn to your next slide on
page 124 where you dug deeper with regard to the Bone

Spring Linme being breached?

A Yes.
Q And what are you show ng here?
A What's show ng here was a -- a nodeling

exercise that had taken place to understand whet her
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our baseline Avalon conpletions could potentially
breach through the Bone Spring Linme at this |ocation.
So what was done is we took the base case conpl etion
wth slurry volune per cluster basis and started out
with 69,000 gall ons per cluster.

We al so studied sensitivities of 79,000
gal l ons per cluster and 91, 000 gall ons per cluster.
And in doing that, we were | ooking at the potenti al
t hat you weren't seeing the great cluster efficiency,
meani ng that not all the clusters were receiving
fluid.

And in all three of those scenarios, we did
not observe the Bone Spring Line. O let nme, well,
rephrase. We did not observe the -- the Aval on
conpl eti ons propagati ng up through the Bone Spring
Lime. But we also undertook a study to understand
what it woul d take.

So we -- we increased the -- the vol unes
for -- of it -- volune per cluster basis. And it took
over 109, 000 gallons per cluster in order to start to
breach the 8-foot-thick Bone Spring Linme. But | want
to enphasi ze that over our devel opnment area and over
the -- the locations of our saltwater disposal wells
that the Bone Spring Linme is significantly thicker

than this.
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And then one final note. You know, this is

a nodel, so we want to calibrate it to field data.
And as | nentioned previously, we were able to draw
down our Avalon wells to | ess than a thousand psi
bott omhol e pressure, which suggests to us that we are
not seeing influx of water fromthe overlying Del aware
Mount ai n Group, neaning that those conpletions did not
breach through the -- the Bone Spring Line.

Q Can you turn to the next slide, which is
just a summary of your conclusions? |f you can go
t hrough them and express your opinions based on your
study?

A Yes. To summarize, you know, |ooking at --
| ooki ng back at the case studies that were shared, |
-- it's shown that water cut can have multiple drivers
i n unconventional wells. And really, we need data and
we need to do nore exhaustive anal yses on these case
studies to identify what the root cause is just
because water cut alone in proximty to saltwater
di sposal is not a conclusion of interference.

We' ve seen consistently within our

devel opnent area in South Lea County that we've had
Wbl f camp conpl etions interacting with Aval on wel | s.
And often the response that we see those Avalon wells

is -- the observation is simlar to what was noted in
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Exhibit 8 fromthe OCD map in the previous study.

We have two cases of conplete devel opnent
areas where we're able to produce our Avalon wells in
proximty to Delaware Mountain G oup injection wthout
seei ng indications of conmunication.

VWhen the SHMax orientation of features such
as |lineanents or faults is parallel to the -- when the
strikes of the lineanments or fault are parallel to
SHVax, those locations are -- that orientation's
potentially enabling to fluid mgration through them
as opposed to when they're orthogonal to SHVax or
perpendicular to it where the -- the lineanent will be
under encl osi ng node.

Q And Chevron anal yzed the areas around the
two wells that are the subject of the pilot project to
determine if they're |lineanments?

A They have investigated it, and they have not
any evidence within 2 mles of the | ocations.

Q And finally, what does the --

A I n conclusion, the -- the Bone Spring Linme
IS -- is not being breached during Aval on conpl eti ons.
And the saltwater disposal wells are operating in a
manner not to frac the reservoir. \Wereas our Aval on
conpletion is the intent of those was to break down

the reservoir. So we were trying to stinulate frac of
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the -- the reservoir below them and we were not
breachi ng t hrough the Bone Spring Line.

Q In your opinion, will the Chevron wells that
were subject to the pilot project negatively inpact
DMG existing or future projects in the area?

A No.

Q In your opinion will the Chevron wells

negatively inpact Avalon's wellspring production into

the area?
A No.
Q In your opinion will the wells actively

| npact relevant rights of producers of Aval on or Bone
Spring or DMG?
A No.
Q Were the exhibits we discussed today
prepared by your or under your direction?
A Yes.
MR. DEBRINE: We would nove the
adm ssion of Exhibits | believe it's 109 through 123.
MR. FUGE: Any objections?
MR. TREMAINE: Yes, M. Chair. Thank
you.
MR. FUGE: Any objections?
Exhi bits have been adm tted.

Il
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(Exhibits 109 through Exhibit 123 were
mar ked for identification and admtted
I nto evi dence.)
MR. FUGE: M. Tremaine?
MR. TREMAI NE: Making sure | understand
the fornul ati on of the questions.
EXAM NATI ON
BY MR, TREMAI NE:
Q We're going back to slide 120. This is a
clarifying question. What is the distance between the
injection wells that you're referring to and the

producing wells that were affected on the slide?

A Approximately two and a half mles.
Q And | want to make sure |'m understandi ng
the summary of your presentation here. 1Is it

Chevron's conclusion that the Wl fcanp wells are
communi cating wth Aval on produci ng wel |l s?
A They are. That is our conclusion, yes.
Q And can you speak to whether that
conmuni cation is negatively affecting or damagi ng

production in those Aval on well s?

A We have seen cases where it has -- where it
has taken | onger to recover in those wells. | can't
speak to the -- the econom c val ue of that.

Q And is ny understanding also true that you
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cannot elimnate the Mesquite well SWD wells as the
source of the interference for the wells?

A No, I"'mnot. |'mnot suggesting that
t hey're not.

Q In the area where the observed influence for
the Wbl fcanp conpl eti on was observed in the Aval on,
were there any simlar observations in the Bone Spring
hori zontal wells and the Aval on and Wl f canp?

A I have not investigated that in that area.

MR. TREMAINE: No further questions.
MR. FUGE: Ms. Hardy, any questions?

M5. HARDY: | do have sone questi ons.
Thank you.
EXAM NATI ON
BY MS. HARDY:
Q Good afternoon. 1've got a few questions

for you, and I'mgoing to be junping around a little
bit here. |If you can | ook at page 110 of the
application file.

A Yes.

Q So it looks like this exhibit addresses or
references six case studies; is that right?

A Yes.

Q And then the witeup within the subsequent

exhibits I only see five.
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A Yeah.
Q Is there still -- what is happening with the

si xth case study?

A Yeah. The sixth case is the orange circle
that's shown on the -- near the state line on this
map. And it's -- it represents the area where Chevron

drilled eight Avalon wells, and since the beginning of
t hose wells, they've seen high watercut and high
pressure.

Across the state line -- difficult to
explain. | guess across the state |ine and one
section to the west, so approximately 1 mle to the
sout hwest of that |ocation, there is a saltwater
di sposal well that's conpleted in the -- in the
Del awar e Mountai n G oup.

We identified between that saltwater
di sposal well and our Avalon wells sone potenti al
| ocalized faulting. And it's our -- it's our |eading
hypot hesi s that those wells are being influenced by
saltwater disposal in that -- in that area. But
that's the last case. | did not have an exhibit on it
and did not discuss it.

Q And what's the current production status for
the Avalon wells included in this case study?

A | don't know the current status of the
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wel | s.

Q You can -- what is the approximate verti cal
separati on between the Wl fcanp and the Aval on shal e?

A 3,000 feet.

Q And what do you think is the nmechani sm or
the pathway that is allowing Wlfcanp fracs to

comuni cate with Aval on?

A | don't know. But -- but the hypothesis is
ei ther existing potential -- existing open networks or
the stinulation networks. But we -- we do not think

that we are propagating the Wolfcanp fractures up al
the way to the Aval on.

Q Is the frac being conprised or vertically
t hrough the pole rod section or is the conmmunication
occurring through natural fractures or faults?

A | think that's what | answered in the | ast
questi on.

Q Those are that it's growing vertically
t hrough t he?

A Oh, we don't -- we don't believe that it's
growi ng vertically 3,000 feet.

Q You don't know. Have you checked the oi
gravity to determ ne whether it's changed?

A We have not.

Q And let's see the next slide. Can you | ook
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at Slide 113? And there are three production rate
versus tinme | apse on this page; correct?

A Yes.

Q And are these conposite graphs for all of

the Avalon well drilled in a path?

A These are not. These -- these represent a
sanple of wells primarily taken fromthe -- the east
side of the -- of the Sal ado Draw devel opnent area, so

Sections 18 and 19.

Q And what are the dates for the data that's
shown on these graphs?

A The dates indicate -- | don't have the --
the dates |listed on here but these represent fromthe
start of the well shown on the left side of the data
all the way through just the years |I've shown on here.

Q So you don't have an idea or you don't know
what the tinmeframes were?

A Roughly 216 would -- would be the start of
the plots, the tinmes on here.

Q And were any of these sections at |east
I ncl udi ng the original production areas caused by DMG
I nj ections?

A Can you rephrase the question?

Q Yeah. Were any of these sections included

i n the original production areas that were influenced
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by DMG i njection?

A Not sure | understand the question.

Q Let me ask this. Did the other Aval on pad
show sim | ar production performance or are there sone
that are showi ng water influx?

A Yes. The -- the paths that are shown on the
-- the map on Exhibit 113 showed stabl e producti on.
The -- the two sections that |'ve noted in that case
study in sections 29 and 32 that are cropped off on
this map are the wells that have showed increased
influx fromthese early production wells.

Q So back on page 112, the exhibit indicates
t hat Chevron observed significant production changes
in Aval on wells overlying Wil fcanp A fracs; right?

A Overlying and your -- directly overlying and
in proximty to the pad. So it did not have to be
directly underlying the -- the Avalon wells inpactor
did not need to be directly overlying the Wl fcanp
fracs. So even if there were a couple well spacings
of fset, we still would see the -- the influence of
t hem

Q And then on page 114, are you attributing
the watering out of the Section 21 Avalon well to
fracs that were conpl eted approximtely a half-mle

away ?
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A That -- that's the best bit of data we have,
so we're |looking at the fracs that are roughly a
hal f-m | e away, but we're also | ooking at the
saltwater disposal well to that sane distance and
spaci ng where the Wil fcanp wells were, again,
intentionally trying to break -- break down the rock,
whereas the saltwater disposal well was -- was not.
It was supposed to be injected under a frac gradient.
So that's the conclusion that we lead to is that the
Wbl f canp conpl etions that are a -- a superior
hypot hesi s.

Q And the Wol fcanp conpl etions are several
t housand feet deeper; correct?

A That's correct.

Q What typical half fracked | ength does
Chevron target?

A | don't know.

Q Do you have any exanples in this
presentati on where Chevron has perfornmed targeted
surveillance and Wol fcanp frac water travel ed over a
hal f-m | e?

A Not in this presentation, no.

Q And has Chevron done that anal ysis other
than in this presentation?

A Can you rephrase the question?
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Q Sur e.

A O restate that.

Q Sure. Has Chevron perforned targeted
surveill ance of the Wil fcanp frac that has shown the
Wol fcanmp frac water has traveled over a half-mle?

A We have vertically. So we have seen
i ndications -- it's not conclusive, but we have seen
I ndi cati ons where a Wol fcanp to Aval on water m xi ng
relationship is a valid solution to the observations

t hat we have.

Q That's vertical ?

A That's vertical.

Q But not horizontal ?

A Not that |I'maware of. No.

Q Do you have the 3D seismic in this area?
A We do.

Q And have you been able to determ ne the

| ocation or trend of these fractions or faults that
are allowing this fracture stinulation's appearance?
A Not in -- not in the vicinity of this area,
no.
Q If you'll | ook at page 118 please. And this
Is a production rate versus time graph; correct?
A Yes.

Q And is this plot a single Aval on well?
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This is, yes.

And where is the well | ocated?

> O >

Roughly in the center of Section 18.

Q And the data on the graph ends in |ate 2021;
Is that correct?

A That's correct.

Q Has there been any change in the production
performance of this well since then?

A There has, yes.

Q And what has that shown?

A That's shown a Wbl fcanp conpl eti on that
was -- there was two paths of Wl fcamp wells that were
conpleted on the west half of Sections 18 and 19. And
this well has seen a response to that frac gradient
interaction in both wells. And | believe that this
well is actually one of the exanples shown on anot her
exhibit that has all this data.

Q And on the lower right side, the Mesa B SVWD
i's highlighted; correct?

A Yes.

Q And is that a DMG SWD?

A It is.

Q And do you have any information about the
hi story of that well?

A O her than what's | ocated on the or

Page 166

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 ndi cated on the slides, that's the -- the history
that | have on it.

Q If you can please | ook at page 124.
Actually, sorry, 121. VWhat is the nanme of the well
that is | abeled 24/8/2011? Sort of the |lower part of
the --

A | -- 1 do not recall. And that -- that date
represents the conpletion date for that well.

Q And do you know what zone that well is
conpleted in?

A | believe it's Aval on.

Q What's the significance of these DMG
| i neanments that are shown on this exhibit?

A That it could -- that the orientation of
those lineanments is parallel to the SHVax orientation
and that they trend between the disposal wells and
the -- the producer that's shown on the nmap.

Q Do they provide a vertical connection
between different |ayers?

A We don't know.

Q On which path does Chevron believe the water
noved between the SWDs and the producer?

A One hypothesis is since these |lineanents are
parallel to the deep basenent faults that are shown

here is that potential novenent or even m nor novenent
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of those -- those features could reach through the
Bone Spring Linme providing a conduit. W don't have
data that -- to support those hypot heses.

Q Were the two DMG SWDs shown on this exhibit
good di sposal wells?

A | don't know the -- the rates that went into
t hose wells.

Q Does Chevron believe there could be a
correlati on between the presence of faults and

I njectivity?

A | wouldn't be able to answer that. | don't
have the background in that. It's not ny area of
experti se.

Q Let's | ook at page 124. And you i ndicated
earlier in your testinmony that your frac predictions
were based on the npdels; is that correct?

A In part, yes. They were -- the nodeling was
a test. Yes.

Q And can you confirmthat you won't be able
to predict the shape of the actual fracs until the
nodel s are cali brated?

A The -- the frac nodel, the, like, details of
the frac nodels, Cody Com skey will be able to answer
some of those.

Q Did Chevron run mcro-seismc in this area?
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A Yes.

Q Did that analysis agree with your sinulation
results?
A It did.

M5. HARDY: Those are all of ny
guestions. Thank you.

MR. FUGE: Dr. Anpomah?

DR. AMPOMAH. Thank you, Chair. | do
have some few questi ons.

So beyond the tunnel fracture nodel
that you did, has there been any actual -- done to
test sonme of these hypot heses?

MR. PARI ZEK: We -- not to ny
know edge.

DR. AMPOMAH: And is there any plans?

MR. PARI ZEK: To -- there may be. And
per haps one of the other wi tnesses can discuss that.
"' m not aware of what the entirety is of what 25 fol ks
did, but | don't know the answer to that.

DR. AMPOMAH: Soneone needs how do |
put this? Based on the testinony it's nore |ike sone
of themare still inconclusive.

MR. PARI ZEK: In -- | think that's a
great question and part of the basis of our pilot is

to collect the data in order to really rule out and
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under st and what the root causes are so we're not in a
situation where we have nmultiple working hypot heses
but no way to test them

DR. AMPOMAH: So what about the trace
test?

MR. PARIZEK: That's -- that's a key
part of surveillance. However, it's difficult to
convince an operator of a saltwater disposal well to
run a tracer in their well when it nmay prove that that
wel | connects to one of your producers. So having an
operator operate the saltwater disposal and the
producer, it helps to test those types of scenari os.

DR. AMPOMAH:  And | know that's
sonet hing that you want to do as part of the pil ot
program

MR. PARI ZEK: Yes. And we di scussed by
anot her witness, but that is part of our results, yes,
I's that.

DR. AMPOMAH. So the Aval on and the
VWl f canp, these are open and producing results; right?

MR. PARI ZEK: That's correct.

DR. AMPOMAH: So where is the water
com ng fronf

MR. PARIZEK: We -- we don't have a

concl usive answer to that, where that water is com ng
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from W' ve seen -- well, what we have seen with the
-- the surveillance that we have done is that we -- in
the east half of the field, we have seen a valid

m xi ng rel ationship between Wl fcanp water and Aval on
wat er, nmeaning that nmultiple constituents show an
increase in -- in enrichment. And in the west half of
the field, we've seen a valid mxing relationship

bet ween frac water and Aval on water, suggesting that
we were seeing mgrated frac fluid up.

But again, we don't have water sanples
for all of the different benches, so we don't know
whet her that's potentially com ng from anot her bench
that we don't have to sanple for. But we -- again,
valid m xing relationships in those cases.

DR. AMPOMAH: So |let nme ask you this on
your experience in this area. Wy does it take
I nduction rates for -- in this area?

MR. PARI ZEK: The only exanple that |
have know edge of is the one that | shared on --

DR. AMPOMAH: [Unintelligible response]

MR. PARIZEK: Yes. | believe it --
that is --
DR. AMPOVAH: 1187
MR. PARI ZEK: 118. That -- the typical
rate for that well is between 2,000 and 4,000 barrels
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per day.

DR. AMPOMAH: So is it a general
representation of the typical rates in this area?

MR. PARI ZEK: In New Mexico, that's the
exanple. Across the state line, approximately half a
mle south of the state line, there is a well that has
injected -- | want to say to the best of ny know edge
over 10,000 barrels a day, potentially higher.

DR. AMPOMAH. So you tal k about a
geol ogi cal feature |like the |ineanent or send out
potential conmunication, so have those been nmarked,
you know, in this area, especially where you are,
because of the pilot?

MR. PARI ZEK: It has. The geophysici st
has gone in investigation for DMG | i neanents ki nd of
mappi ng the way that they had done in the other
exanpl es that | have shown. And they have not
identified any within 2 mles.

DR. AMPOMAH: And | just want to
confirm So you showed the thin thickness of the Bone
Spring Lime. So | just want to confirmthat in your
area it's nmuch thicker than in that 8?

MR. PARI ZEK: That's correct. So that
-- that map shown -- shown on Exhibit 123 or page 123,

that well is | ocated both outside of devel opnent area,
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t he Sal ado Draw, and across the Texas state line. So
it's outside of where we're going to be operating or
potentially operating these two wells. At the
| ocations of the wells noted it's 42 feet thick at
Papa Squirrel and 87 feet thick at Severitas.

DR. AMPOMAH: Are there any extra
fractures in this area that you' re aware of?

MR. PARI ZEK: That --

DR. AMPOMAH. Multiple fractures?

MR. PARIZEK: In the -- in the Bone
Spring Linme?

DR. AMPOMAH. I n the Bone Spring. Also
t he Brushy Canyon, and also the actual injection zones
that you target?

MR. PARI ZEK: Not that |I'm aware of.

DR. AMPOMAH: So you don't believe --
could there be a possibility that there could be an
exi stent fracture is causing sone of the
comruni cati ons?

MR. PARI ZEK: The -- the inage |ogs
t hat have been acquired over the area generally show
-- and |I'mspeaking just in general in the Perm an
that the vast mpjority of fractures are -- are heal ed
or seal ed.

DR. AMPOMAH. So there's no need to get
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a__

MR. PARIZEK: The -- | think it would
be -- | don't -- | don't know the answer to that.

DR. AMPOMAH. -- Thank you.

MR. PARI ZEK: Thank you.

MR. FUGE: M. Bl oon?

MR. BLOOM No questions. M. Hardy
and Dr. Anpomah asked ny questions there. Thank you.

MR. FUGE: | just had one, and it goes
back to your testinony. 2016, if | was understandi ng
it correctly, you referred to re-looking at sone of
t he case studies there that the operator group canme up
wth., And at the tinme they'd attributed to SWD. But
in looking at it nore closely, you know, it at |east
equal ly attributed in your testinmony of kind of the
VWl f camp A conpl eti on.

Why wasn't sone of that analysis
done in 2016? Was the data not available? |'mjust
curious of the change in sort of the conclusions and
t he source.

MR. PARIZEK: | -- | wasn't part of the
work group in 2016. But | wll -- | would suspect
that seeing Wolfcanp fractured interactions with
Aval on was probably sonething that they weren't

considering at that tinme. And having experienced that
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In our area, that's what pronpted us to -- to revisit
t hat .

And in fact, when | started out here in
t he Perm an Basin, that was -- you know, that study
was kind of a foundation that -- that | use in
eval uating Sol ada Draw area in general. And when we
started to see the -- the production changes in our
Aval on wells around the tinme that we were conpl eting
the Wol fcanp fracs, we did test water and we were
seeing different water chem stry that we had observed
in the wells that we suspected to be watered out by
t he DMG.

So that suggested to us that that SWD
to Aval on nodel wasn't an explanation for what we were
observing and caused us to -- to investigate other --
ot her causes being built at Wl fcanmp A

MR. FUGE: No further questions.

M5. HARDY: M. Chair?

MR. FUGE: Yes, |'msorry.

M5. HARDY: | apologize. Wuld it be
possible for me to ask a couple nore questions
following Dr. Anpomah's questions?

MR. FUGE: Yeah, that's fine.

M5. HARDY: Thank you. [1'Il be quick.
/1l
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EXAM NATI ON
BY MS. HARDY:
Q Can you confirmthat for a Wil fcanp frac
that you'd give with an Aval on producer, there would

have to be a breach in the Bone Spring Linme?

A There woul d not.
Q There woul d not have to be a breach?
A So Avalon lies below the Bone Spring Line as

does the Wbl fcanp, so it would not require a breach.

Q And | think you said this earlier, but can
you confirmthat you're not able to identify the
fracture pathways that all owed the communication
that's a result of the 3D seism c anal ysis?

A That's correct.

Q Based on Chevron's experience with
stinul ati on appearance between Wl fcanp fracs and
Aval on producers, have you seen an i mmedi ate response
I n the producer while stinulation operations are
occurring?

A We have with pressure. W did see pressure
response increase during the Wl fcanp conpl etion.

Q Does Chevron shut in its Aval on producers
while fracturing the live Wl fcanp horizontal wells?

A We do not.

Q Does Chevron surface commngle its Aval on
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Wl fcamp wel | s?

A | don't know.

Q What if your graphs shows water production
versus gas-oil-ratio? That should be on slide 112.
And is that a plot of the production froma pad or
froman individual well?

A The -- which plot?

Q The wat er production versus gas-oil-ratio?
A That's an individual well.
Q Woul d Chevron consider this a tight curve

for Wbl fcanp frac to Aval on producer interference?

A Can you rephrase?

Q Sure. I'll ask it again. Wuld Chevron
consider this plot a tight curve for Wl fcanp frac to
Aval on producer interference?

A W -- we have not seen this type of response
everywhere. Sonme of them were positive
fracture-driven interactions. This represents a
negative fracture-driven interaction. So there is not
a -- a single response to those interactions. So no.

Q And is the entire production history of that
well, that shelf on the --

A | don't recall

M5. HARDY: That's all ny questions.
Thank you.
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MR. FUGE: | think the witness is
excused.

MR. DEBRI NE: Yeah, no further
questions. W'Il|l reserve the opportunity to call on
him for rebuttal.

MR. FUGE: Ckay.

MR. DEBRI NE: Chevron calls its next
W t ness Bryce Tayl or.

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

THE REPORTER: Pl ease raise your right
hand.

VWHEREUPON,

BRYCE TAYLOR,
call ed as a witness and having been first duly sworn
to tell the truth, the whole truth, and nothi ng but
the truth, was exam ned and testified as foll ows:

MR. FUGE: Thank you.

You may begin.

EXAM NATI ON
BY MR. DEBRI NE:
Q Coul d you pl ease state your nanme for the
record?
A Yes, nmy nanme is Bryce Tayl or.

Q Who do you work for, M. Taylor?
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A | work for Chevron.

Q How | ong have you wor ked for Chevron?

A " ve worked for Chevron for approximtely 11
years.

Q If you could give the comm ssioners a brief

sunmary of your background and experience with Chevron
as well as your educational experience?
A Yes, |1'd be happy to. So | graduated in

2012 with a Bachelor's of Science degree in Mechani cal
Engi neering, magna cum | aude, from Brigham Young
Uni versity. Subsequently hired on with Chevron. And
while working full-time for Chevron, | also had the
opportunity to work on a nmaster's degree with the
Uni versity of Southern California in petroleum
engi neering with enphasis in smart oilfield
t echnol ogi es.

| started off my career in Chevron worKking
in -- in California in San Joaquin Valley assets as a
reservoir engineer primarily focused on devel opi ng
steam fl ood projects for steamfloods. That's
enhanced recovery. W'II| inject steaminstead of
water to heat up the heavy oil

| also did that for about two and a hal f
years. And | stayed within California in those heavy

oil assets but noved to a new team working as a
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production engi neer for about two and a half years.
Followi ng that, | transferred out here to the Perm an
Basin as a reservoir engineer.

| get into our asset devel opnent groups who
do drilling or do horizontal wells. M primry area
of focus was in the Mdland Basin where | was at --
had t he opportunity to bring online approximtely 200
unconventional wells across ny tenure there. That
| asted about four and a half years.

And then at the beginning of 2022, | noved
into my current role, which is our water strategies
seni or petrol eum engi neering advisor for the entire
Perman. And this role is primarily focused on
| ong-term water -- produced water handling strategy.
It's focused on their -- programand really the
subsurface reservoir engineering related tasks and
anal yses as they relate to our produced -- produced
wat er .

Q You said your responsibility includes the
entire Perm an, which obviously is part of New Mexico?

A That is correct.

Q Have you ever testified before the Ol
Conservation Conmm ssion or Division?

A | have not.

Q Are you famliar with the applications that
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Chevron has filed in these two cases?

A | am

Q Are you famliar with the two wells that are
t he subject of Chevron's pilot project underlying
t hese applications?

A Yes.

MR. DEBRINE: We woul d tender the
W tness as an expert in operations and engi neeri ng.
MR. FUGE: Accepted for those purposes.
BY MR. DEBRI NE:

Q If you could briefly summari ze, M. Tayl or,
the work that you did as a part of Chevron's pil ot
project that we're considering here today?

A Yeah, so be happy to. So ny -- ny testinony
wi Il cover several aspects of -- ny first focus was on
our -- looking at the -- the assessnent of the
remai ni ng reserve potential in the Del aware Muntain
Group tal ked about here today. In Tom Merrifield's
anal ysis, there are sone offset wells, and so |
anal yze those for their remaining potential.

I'malso going to speak today about -- a

little bit nore about containnment. Jason just shared

with us the -- the | ower contai nnent strength of that

Bone Spring Line. |1'Il be sharing an analysis of the

upper containnent, that upper seal of the -- of the
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Lamar |inestone.

| al so have an assessnent of sone nodeling
wor k, how we identify analogs for the SWD wells, and
applying those analogs to these -- these two wells in
question, the Papa Squirrel and Severitas to nodel ed
their -- the potential performance over their life,
which will include what their radius of inmpact wll
be, what their total storage would be, and how the
reservoir pressures could react over tine as we inject
wat er into these SWDs.

And finally, 1'lIl give a brief overview of
our -- our surface operations of our SWDs and the
associ ated facilities.

MR. DEBRI NE: For the benefit of the
conm ssioners and the parties, the exhibits we're
goi ng to discuss begin on page 142.

BY MR. DEBRI NE:

Q And the first substantive slide is on
page 143. If you could just |lay the background for
that slide for the comm ssioners.

A Be happy to. So this slide is intended to
orient everyone. You can see our Papa Squirrel SWD up
there is Section 13 at the top of the -- the top of
the map. As | nentioned already there early a -- two

or three active DMG producers within a 2-mle radius
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of that well.

Those wells are located within the El Mar
Field. The EI Mar Field extends south across the
state line actually into Texas. And as previously
mentioned, there's no active DMG producers within the
2-mle radius of the Severitas well. So that this
anal ysis, which | share with you here, is this exhibit
and subsequent exhibits as focused on the DMG in the
vicinity of the Papa Squirrel.

Q If you could turn to the next on page 144.
And is this the beginning of the analysis of the three
wells that were in this produce |ine?

A Yes, it is. Just to walk everyone through
this analysis. So we have here in a plot on the right
t he production history of the Sahara Fed-Littlefield
DR 1 well as you can see that the production history
dates back to, you know, 1960s, 1970s. This is the
entire production history of the well, so this
i ncludes its primary producti on and secondary recovery

portions of its life.

The analysis -- the decline analysis that |
conducted took into account approximately -- and each
dot here -- sorry, on the chart. G een dot represents

the oil production for a given nonth. And that's --

that oil production has been calculated in terns of
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barrels per day over that nonth.

The decline portion of the analysis covers
an area or a timeframe of approximately five to ten
years, as you can see indicated there by the straight
| i ne through the production points on the right to --
which is a sufficient anount of data to establish a
| ong-termtrend for this producer well. | did choose
a cutoff rate.

As you can see there in the table on the
| eft of one barrel per nonth. This is an extrenely
| ow -- | ow anpbunt of production for any well just to
really give this well the nost benefit of the doubt to
calculate its remining potenti al

As you can see the declineis -- is inny
opi nion extrenely steep for a conventional producer at
33.67 percent per year. Extrapolating that decline
out to that cutoff rate, it shows this well's
potential itemlife would happen in June of 2026 with
only 96 barrels of oil remaining to be recovered.

Li ke to enphasi ze that nost of the current production

for this well is much | ess than one barrel a day. And
in my opinion, this well is depleted.
Q Did you sit and want to analyze the other

two well s?

A Yes, | did.
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Q And is that analysis on page 145 and 1467?

A That is correct. A simlar process was
foll owed. Both of these wells, again, are producing
much | ess than a barrel a day. One of the wells had
that ringing assessnment of only 11 barrels and there
were only a few barrels remaining. And so again these
wel | s appear to be depl et ed.

Q What concl usions did you draw with respect
to the potential inpact of the pilot project wells on
the future production fromthese declining producers?

A My conclusion is that there will be no
| npacts to the trend -- the production trend that
we're seeing since these wells --

Q Did you al so conduct a decline analysis for
the remaining reserves in the entire field?

A Yes, that's correct.

Q And | believe that begins on page 1477

A Yes, it does.

Q If you could just explain to the
conm ssi oners what you did and what you found out
about this exhibit.

A Yes. So this is a very simlar nethodol ogy.
The only difference being this is rolling up and
sending all of the wells together. You could see the

decline there represented in the straight line at the
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right part of the plot. Over that defined period
t here have been a -- the well count of about 20 wells,
whi ch conti nued through 2022. Declining out those 20
wells also resulted in a 33.82 percent annual decline
rate against a very high ceiling. Had the three
I ndi vi dual wells exam ned.

The cutoff rate | chose for this analysis
was 30 barrels a nonth for the entire field. That's a
very small amount of -- a very small rate for a field.
This is projecting with that cutoff rate of the field
to potentially in the next year with only 1300 barrels
of oil remaining.

|'d also like to apol ogi ze on the exhibit.
We have a box there. We have kind of a blank there
for "Most recent well drilled.”™ The -- the year of
the -- of those 20 wells, the youngest one was drilled
in 1977. So these were old wells. You know, we kind
of produced for a long life and are depl et ed.

Q And so what conclusions did you draw from
your analysis with respect to the inpact of the wells
on the remaining reserves to the EI Mar Fields?

A My conclusion is that there would be -- not
be an inpact due to the fact that the build -- it
shoul d be depl et ed.

Q So it's your analysis and conclusions as far
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as the Division's concerned that express with regard
to potential inpacts to the wells on either existing

DMG production or future DMG production?

A Yes.

Q And what concl usions did you reach?

A Reached that there -- could you restate the
guestion?

Q Yeah. Wth regard to their concerns with
respect to those effect of the pilot wells on existing
and future DMG productions in the area?

A My conclusion is that -- that due to the
hi ghly depleted nature of this field and the projected
short life remaining that our wells would not have any
| npact on recoverabl e hydrocarbon.

Q Let's now turn to your analysis with regard
to the upper containnent zone, which begins on
page 148 of the exhibits. The first substantive
exhibit is on page 149, where you discuss a | eak-off
test. And could you explain to the conm ssi oners what
t hat consists of, the work you did, and the
concl usions that you reached?

A Sure. |I'd be happy to. So first it's,
| i ke, for those who are not famliar with the -- with
an extended | eak-out test just to wal k us through it,

t he typical behavior of |eak-off tests, what kind of
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data we -- we get. So you can see there there's a --
a couple of plots. The -- the central plot there on
the -- on the slide is a representation of typical
behavi or as we conduct these tests.

So the first portion |abeled by FIT there
stands for formation integrity test. This is
typically done to evaluate the strength and integrity
of the new formation. And it's the first step after
drilling a casing shoot.

Q And you're referring to the first graph on

the left?
A That's correct. After the fornmati on and
access, the small anmpunts of fluid will be punped into

the formation over a period of time. As that fluid is
punmped, the pressure is nonitored. And the plot
there, the blue line -- sorry -- and the green there
down line at the bottom that is the punp rate. The
blue line is the punp pressure.

So that first portion gives us our formation
integrity test. If we continue to punp oil and build
up pressure, we enter a reason designated by LOT on
that line, which is -- stands for |eak-off test. So
this is a test to determne that the -- the fracture
pressure of the open formation. So again, it's

conducted after drilling right below a new casi ng shoe
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typically.

We continue to punp there. W'II| actually
reach a point there at the apex of the graph, which is
the formati on breakdown pressure. Again, just a
regul ar | eak-off test is when that formation first
starts to take fluid. That formation breakdown

pressure is when it is conpletely conpronm sed. You

wll then see a relaxation in the pressure.

Q And that's shown there with the stars?

A That is correct. You'll see that rel ax of
that pressure. |If you continue the test beyond that,

continue punping, that's when you enter into the range
of the extended | eak-off test or XLOT. And this
enables us to identify fracture closure -- closure
pressure, which is commonly referred to as fracture
parting pressure in a | ot of the docunmentation that
we -- that we typically see in the industry.

Q Well, when did you conduct this test?

A Yes, |I'Il get to that in just a second.

VWhat will happen with the XLOT is eventually
you stop the punp rate and watch the pressure decay.
There are sone -- sone transforns that we can do with
the pressure data and tinme in order to find sonme
trends. Not going to go into detail on that specific

anal ysis today, as this is just a summary of the -- of
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the test.

But you will be able to find a point, which
is indicative of the fracture closure pressure. And
that's how we get that datapoint. And as to your
question, we conducted a test on -- in October of 2022
on a well in Texas. |It'd be 174WA. That is in our
Del aware Ranch Field, which is if you think where the
Severitas location is, it's approximately 25 to 30
m | es sout hwest that -- over in Texas.

The reason why we decided on a |ocation is
that the DMG gets a | ot shallower as you go to the
west. The -- the overburden thins, and due to how
much shallower the Lamar is at this point, |less of an
over burden, this was considered a good spot test in a
conservative nature what the strength of that, that
Lamar is.

We expected it to be nmuch stronger as it
gets deeper, and the overburden grows to the east as
I's where our Severitas and Papa Squirrel wells were
| ocated. So | nmean, this kind of represents a nore
conservative estimate of the strength of that -- of
the Lamar. You can see there that graph -- graph in
the top right of the chart or the slide, this is the
behavi or of the actual XLOT test that we noted as

well. And you can see we saw the | eak-off point, but
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we never actually reached formati on breakdown
pressure.

The -- the formation was so strong that our
punp capacity was reached in the punp tricks before we
were able to actually see the -- the formation
breakdown. That's a very good -- good infornmation
t hat we have a very, very strong punp at Castile. The
surface pressure at that point was 2200 psi.

As you will recall fromour request for
pressure for the Severitas and the Papa Squirrel,
we're -- we're tal king, you know, 460 psi for the
Severitas and then the 925 psi for the Papa Squirrel.

So much | ower than this 2200 psi.

Q Let's take a | ook at your next exhibit on
page 150.

A Yes.

Q There's a | ot of data on here, but if you

could just briefly summrize it for the Conm ssion?

A Yes. Yes, | would be happy to. So this is
the summary of our XLOT test. W actually did three
cycles of the tests on the Lamar and just collecting
nore data there. You can see here a lot of the
details. Like our casing shoe depth was just at 1584
feet, so very shallow.

If I can -- sorry. |If | can point you to
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the red outlined boxes and the table there out of that
second one up fromthe bottomon the |eftnost is,

i ke, 1.22. That was the m nimum stress gradi ent or
the fracture closure pressure identified in Cycle 1
was 1.22 psi.

But Cycle 2, we would expect it to be weaker
since we've already fractured the rock in the first
cycle. It dropped down to 1.15. And then the
Cycle 3, alittle bit hard to interpret, but it was
between 1.1 and 1.14. So we figured that's our --
that fracture parting pressure or that fracture
cl osure stress.

The other point that is interesting is that
we | ook at the -- at the other red box there, the
| eak- out pressure and pounds per gallon. And actually
all it is, it's not actually in the table in psi per
f oot.

But on the -- the third bullet down on that
right side, I -- | calculated when that ppg woul d be
and psi per clip, to identify that |eak-off point,
whi ch again is that point at which the -- the
formation first starts to becone conprom sed and
starts taking fluid. And that wasn't until 1.5 to
1.53 psi per foot.

Q You're referring to the second bullet on the
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right?

A | believe it's third bullet on the -- on the
right. Yep.
So if we take that -- yeah. So again, just
anot her -- another datapoint to share how strong this

formation is. Now, if we |ook at actual injection
operation in -- in the state of New Mexico -- and as
we know the initial estimate for maxi num surface

I njection pressure is determ ned by taking the top of

our injection interval. W multiply that by .2 psi

per foot.

So that gives us the maxi num surface
pressure. W -- in order to understand what the
bottonmhol e pressure will be for the well, we need to

add the weight of the fluid and there's -- taking out
effects for a mnute. If we -- to be a typica

I njection water is roughly .5 psi per foot. And just
fromits weight, you know, it can be a little bit

| ower than that, a little bit higher.

But .5's a good -- good estinmate. W take
that .5 and add it to the .2, you're |looking at your
-- at the bottomof the well, approximately .7 psi per
foot. And again, |eak-off -- |eak-off pressure for
the Lamar is 1.5 psi per foot.

And then if we even | ook at the m ni mum
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stress gradient, it's at the -- yeah, that 1.1 to 1.2
range, that parting pressure, again nmuch higher. So
that -- 1'll just direct you to the -- kind of the
summary box there on the bottomof the slide. This
gives us a safety factor of 1.57 to 1.74 dependi ng on
i f you're |ooking at the -- that 1.1 psi per foot for
m ni mum stress gradient or one of the higher nunbers.
So all this to say that seal is very confident and we
don't see any chance of really breaking it down during
normal injection operations.

Q And again, it's nmuch thicker in the areas of
the two wells of the pilot project than the wells

where you conducted the | eak-off test?

A The Lamar itself, I'mnot sure. | do know
that the -- relatively it's going to be the sane. But
it's simlar in thickness. The -- the question is the

over burden, since we're nmuch deeper, there's just nore
rock between the -- the Lamar and the surface.

And as Tom Merrifield pointed out in his
testinony earlier, we did see our subject matter
experts when they were analyzing this data did see
additional -- a lot of this additional strength. And
part of the Lamar was due to that Castile and the
over burdened formations that were right there. So do

expect it to be stronger to where we have our -- our
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two wells punped.

Q We can turn now to the injection nodeling
that you did with respect to the two wells?

A Yes.

Q It begins on page 151. And let's turn to
page 152, which is the | ocator data.

A Yes. So in this next section, I'mgoing to
talk a little bit about rate transient analysis, what
that is, and how we used it for our -- to figure out
our analogs to then be able to stinulate the -- the
performance of the Severitas and Papa Squirrel.

Though just to orient everyone, you can see
on the map the Severitas well in green -- with the
green star and Papa Squirrel with the blue star. And
then there's these markers across the state |ine down
to Texas. Those represent wells that were -- were
used as our anal ogs, so those are all DMG SVWD wel | s.

The reason why we were able to use these
wells is because they publicly reported data on these
wells on daily rates and daily pressures, which for
RTA analysis is what we would |like to see.

Q And just for laynen's ternms, what is rate

transi ent anal ysis?

A Rate transient analysis. So | will actually
get to -- get into -- it's a good segue to the next
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slide. So what rate transient analysis is, is it lets
us take the rate data and pressure data from either
producer or injector -- in this case an injector --
and transformthat data through derivatives, pressure
di fferences, different ways to |look at tine.

And we can plot out those -- those
transforms. And then we know that there's several
anal ytical solutions, the nodels of reservoirs that
wi Il match the characteristics we see in that data.
And so what we're able to do is kind of pick and
choose these different reservoir nodels, match it to
the data, and -- and then finetune different

paranmeters such as our perneability, porosity,

t hi ckness, the injection radius, or what -- how big
your -- big your reservoir is.

You can find it -- there's other paraneters
we can -- we can tune. But we can do all of that and

essentially match the data to one of those reservoir
nodels. And that gives us a -- a good approxi mati on
of what the reservoir |ooks like that the well is
I njecting into.

Q And the paraneters you descri bed, are those

all shown on page 1537

A Yeah, these are sone of the paraneters, the
ones we -- we thought were nost useful for the
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subsequent steps of nodeling. So again, with -- with
the rate transient analysis, the -- you know, we
mentioned earlier that, you know, perneability in the
hearing was a -- was a question. How can we

under stand perneability?

So one way to magjor that is -- is through
this rate transient analysis, which you get
perneability goes directly into how nuch our wells
wll inmprove froma rate standpoint. The other really
I nportant thing when it conmes to SWDs is how far do
they inject.

Most of these injectors can be described by

a relatively sinple nodel. It is a -- essentially, a
radial flow nodel with the -- steady state radial flow
nodel . An easy way to think about that is | have got

a cylinder with ny well right at the center of the
cylinder, and that cylinder represents ny reservoir so
the -- it represents the storage tank.

And so at the edges of the cylinder and the

nodel , we have what is called a new fl ow boundary.

Just a point where the -- really, the end of the
I nfl uence of the -- the specific injector. W'Ill see
pressure influence beyond that or the -- the long-term

fluid influence beyond that, you know, flow boundary.

So we're trying to determ ne the -- how the
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R2SWD wells will inpact the surrounding reservoir, how
far out will the injection go. This was a way to
understand statistically what SWbs typically do. And
you can see there in the table kind of the summary of
t hose cal cul ated val ues where kind of the median --
the cal cul ated value for injection radius was 8,979
feet. Perneability was the -- in that nedian val ue
was about 13 mllidarcy.

And then the other thing to -- to point out
I's the cunul ative injection nunmber. So the other
thing rate transient analysis lets us do is forecast
the well out beyond his production history. So once
we've got -- or injection history in this case. So
once we have a good match on the -- for our nodel.
We're able to match that -- those actual rate and
pressure datas with the -- with the nodel.

We can then use that -- use the programto -
- the conputer programwe're using to do this. It's

call ed Kappa, and it's got nmultiple different software

suites. So let -- let's us do the rate transient
anal ysis and other things. Anyway the -- the software
wll then allow us to forecast out the -- just what

the performance at this well or these injectors wll
be |i ke over a nunber of years.

And so we can essentially forecast that out
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to the end of life by setting the maxi num al | owed
surface injection pressure, which is our constraint,
and then letting the nodel run and the driver behind
the decline that we see in the injectors is the
reservoir pressure within that no-flow boundary
I ncr easi ng.
Eventual |y, that reservoir pressure wl

I ncrease such that it equalizes with the bottonhol e
I njection pressure with the well, and at that point
nore fluid can go into the reservoir. And so that --
that tells us what the total storage is of the DMG
I nj ector.

Q Let's now take a | ook at the actual nodeling
you did for the two wells pilot project.

A Yes.

Q The first one begins on page 154 for the
Severitas well.

A Yes.

Q Woul d you just tell the conm ssioners what

this shows and the data and the concl usions you

reached?
A Yes, | will.
So the Severitas the -- is the headlining.
And the headline for this -- for this well is the
cunul ative storage at this location is 28.8 mllion
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barrels of water over the life of the well. The --
and that cunul ative storage, as we'll see in a second,
it's really dependent on depth. And that's nostly
because the depth is directly tied to the maxi num

al l owabl e surface injection pressure.

So this well in particular, again, at that
| ocati on, you know, just under 29 mllion barrels,
have here in the chart at the top right the outputs of
the great profiles for this well with the -- the three
different scenarios reflecting different
permeabilities.

So we set the nodel with the paraneters of
the injection into the Bell and the Cherry with that
8,979-foot boundary radius, which correlates to about
1.7 mles. And with the correspondi ng porosity val ues
that we -- we got from our geol ogic assessnents of the
area and then we applied the different perneability
here to understand what are |ow, md, and hi gh cases.

And you could see those by the blue I|ine,
orange line, and gray line for this |ocation. And so
we have a, you know, expected range of anywhere
bet ween just under 4,000 barrels of water per day to
just over 12,000 barrels of water per day for this
wel | .

Q Did you also ook at the effect of the
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I njection reservoir over tine?

A Yes, we did.

Q If you could turn to page 155.

A So this assessnent is to show how t hat
reservoir pressure within that no-fl ow boundary radi us
wll increase over tine. So as you can see there, on
the plot and the Y axis, we have pressure that is --
represents the reservoir pressure taken at the top of
the Bell Canyon, which would be the top of our
I njection interval, and then the X axis is the depth
of the investigation. So |ike depending on spatially
how far away | amfromthat injector what -- what |
woul d expect the reservoir pressure to be.

And you can see that travels out to just
bel ow that 9,000 foot mark. So we end up using that
sane kind of nedian injection radius there. Each line
represents a different amount of cunul ative injection.
And this nodel was based on darcy radial flow, --

radi al fl ow.

Q And so the bottom line conclusion that you
reached?
A Yes. So you can see there in the gray box

after years there even the colors are corresponding to
that low, md, and high perneability cases that we

| ooked at on the previous charts. Just speaking to
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the m d-case, which was that 13 mllidarcy. You can
see how long it would take for this swell to pressure
up as a -- as this tinme goes by.

And so to get to that, that orange line
there, which represents 200 billion barrels injected
and roughly 300 psi increase fromstarting conditions
woul d take 13 years.

So we're | ooking at over a decade before
t hat, even a 300-psi increase would be realized in the
reservoir. But that is -- that's not very fast. A
| ot of that's due to how -- how |l arge the injection
radius as at that 1.7 mle approxi mate radi us.

Q Let's turn to your analysis of the Papa
Squirrel well, which begins on page 156.

A Yes. So for the Papa Squirrel well, |
mentioned earlier, this well is nmuch deeper. You get
a higher surface pressure, and in turn you get nore
cunul ati ve storage.

We've -- we've kept the sane -- sane size
reservoir, but you know, 8,979-foot boundary radius
using the thicknesses of the Bell and Cherry and the
correspondi ng porosities at this location. And then
we simulated the injection rates for the |ow and high
cases again, represented by the blue, orange, and gray

curves there on that run plot there at the top right.
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Shoul d have data correspond to 6 mllidarcy, 13
mllidarcy, or 30 mllidarcy.

You can see the -- the predicted rates for
this well vary between as |ow as 9,000 barrels of
wat er per day to just about 20,000 barrels of water
per day. And yes, the storage here again is just
under 73 mllion barrels.

Q And if you see the sane slow increase of
pressure of the reservoir on tine?

A Yes, that -- yes, it -- this well for a
simlar tinme period, in this case to inject 40 mllion
barrels, get sent to that green line. And that
represents about 450 psi increase. |t took about 11
years. You know, it's just a little bit higher than
the increase of 300 psi in the previous well.

And that's just due to higher rates, higher
pressure, better rock quality due to increased
t hi ckness and other itens that we' ve tal ked about
already so far, so that rate -- pressure increase are
simlar timeframe is slightly higher. That's still
relatively slow, only 450 psi over a decade.

Q The next subject of your testinony is
| abel ed " Surface Systens.”

A Yes.

Q And what do you nean by that? Wat did you
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| ook into?

A Yeah, so | -- this is to share with the
Comm ssi on and others present, just our -- how we
typically operate our SWbs. This is related to our
facilities and operations teans, and |I'mrelaying that
to you. So typically, how we -- and Davis reflects
t hat we operate shall ow SWDs today out over Texas as
well as the deep SWDs that we still have here in New
Mexi co and the -- the ones we saw over in Texas.

So typically, we have the central facility
or SWD facilities which process the water and, well,
talk about it. [It's -- they also have filtered wel
and clean it up at skimwell off of the water to send
back for processing.

And then eventually the water is sent to H
pumps or horizontal punps, positive displacenment punps
where it is pushing high pressure flow |lines, which
carry it to a network of SWD wells. Each well is
controlled by locally by a production |log controller
or PLC at the well site, they have two chokes which
can be sit to determne the max pressures and the --
or the rates that we would like to send to each
i ndi vi dual wel .

The flow rates are constantly nonitored

onsite by flow nmeters. W typically set -- put our
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I njection pressure set point at about 25 psid before
the permt maxi mum al | owabl e or whatever set point
we -- we choose. You know, we won't go up. W won't
set it above the permt, but we have it at a | ower set
poi nt for whatever reason that would have a sim |l ar
target.

We have automat ed processes and alarns so
that if the pressure increases above that permt for
nore than 30 seconds above the set point, yeah, a call

Is sent out to an operator. The operators that we

have are -- are based on our -- our field |ocations
and our -- yeah, our offices out onsite in the fields.
We al so have a renoved nonitoring group in -- in our

M dl and, Texas office, which nonitors all of this data
inreal time for all of our operations.

So anyway the -- that alarmtriggers and no
one goes to visit the well within a half-hour, it wll
automatically shut in until soneone can get out there
and fix the issue. W also have a high-case scenario
where pressure goes greater than 110 percent pressure
for nore than 30 seconds, the mobile off wll shut in.

Q | think you nentioned data nonitoring. |If
you turn to exanple on the page 130, is that exanple
the data that you collect?

A Yeah, this is -- yeah, so this is a -- just
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an exanple for the types of data that we | ook at in
real time. The shortlist data real tinme by our SCADA
units that -- and all of it's pulled into our
I nt egrated operations center.
And so it -- data such as flow rate,

I njection pressure, downhol e pressures, control valve
pressures, casing pressure, tenperatures, et cetera,
are a lot nore nonitoring that I'mnot sure here that
we have at the actual facilities and the tanks favor
thenselves. But | just wanted to give everyone a
sense of the -- the type of real tine data collection
that we -- we have in place already, we plan to
I npl ement on this new SWDs.

THE REPORTER: And by SCADA, what is
t hat acronynf

MR. TAYLOR: Sorry. | do not know. |
cannot renmenber off the top of ny head.

MR. DEBRINE: | don't renenber either.
BY MR. DEBRI NE:

Q If you could turn to the next line, the page
161 where it says, "Discusses the handling of solids
to inprove the quality of the alarns.”
A Yes. So that makes sure that everything --

in order to inmprove the longevity of our SWDs we

recogni ze that the water we send down them has to be
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as clean as possible. That would nmean they don't want
to frac and solids are -- are particles that are so
big it will plug up the -- either the perforations or
once it gets out into the reservoir, the pour space.

And so to do that, we have a couple
filtration devices, which will collect one or two
particles. | think the current design is a hundred
mesh filters. |It's always being | ooked at to be
optimzed. |It's the -- the toilets are flushed to the
poi nt of tank where the solids settle out. On the
conb bottom foots, it's constantly nonitored.

And then once it -- now solid that -- solids
t hat accunul ate reach a certain level. | -- work wll
be sent to operators. And then they can operate a
truck to conme pull the solids off the -- off that
t ank.

VWhi ch the solids are then renoved to solid
waste facilities much |ike we could renove drill
cuttings or other -- other itens |left over from oi
and gas operations. And then all of the water in that
flush tank after it's rattled back to the charge cost
of the inject -- went through the cycle again.

Q And if |I'mon page 162, is that a sunmary of
the conclusions that you reached as a result of your

study?
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A Yes.
Q If you could just walk through this with the
Conmi ssi on?
A Yes, | wll.
So first and forenobst, our -- our proposed
SW wells are in the best interests of conservation,
prevention of waste, and will not inpair our
correlative rights. The nearest DMG producers -- and
fields whose injectors are depleted, that Lanmar
| imestone is a very confident seal of the DMG which to
provi de their containment |ooking for production
nunbers that are associated with the SWD operati ons do
not cone anywhere close to that fracture closures,
| eak-of f pressures, or breakdown pressures of Lamar.
Qur DMG SWD anal ogs show that SWDs at the
DMG tend to influence the reservoir after about 1.7
mles, and reservoir pressure in that radius is
expected to increase slowy during the -- the
operation of our wells.
And -- and here you can see the great
sunmari zed with Severitas and Papa Squirrel.
Severitas anywhere between 4 and 12,000 barrel s of
wat er per day and 29 mllion barrels in total storage,
whil e Papa Squirrel, a deeper, better |ocation

anywher e between about 9,000 to 20,000 barrels of
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wat er per day and 73 mllion barrels of storage.
Chevron does -- our standard operations for
SWDs feature active nonitoring and control logic to
ensure safe operations, with real-tine -- and
real -time data collection. And finally, our -- our
SWD facilities are fitted with filtration systens to
| nprove injected water quality, utility, and life of
these SWbs with all solids renoved to appropriate
solid waste facilities.
Q Were the exhibits we discussed on page 142
to 162 prepared by you or under your supervision?
A Yes.
MR. DEBRINE: Moving to the adm ssion
of Exhibits 142 to 162.
MR. FUGE: Any objection?
They're adm tted.
(Exhibit 142 through Exhibit 162 were
mar ked for identification and admtted
I nto evi dence.)
MR. DEBRINE: And we'll pass the
w t ness for question.
MR. FUGE: M. Tremaine, do you have
Cross?
MR. TREMAINE: | do have a couple

guestions, M. Chair.

Page 209

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

EXAM NATI ON
BY MR. TREMAI NE:
Q Looking at the slide 143, map sl
producer producing wells in the EIl Mar QO
A Yes.

Q Can you provide any nore detai

i de of --

Fi el d?

as to which

part or zone out the DMG those wells are conpleted in?

A | do not recall. That topic --
that to -- to Tom Merrifield.
Q That's what we need.

| can defer

MR. FUGE: We can do it now.

M. Merrifield. Ask that question now and bring it

back.

MR. TREMAINE: Since he's already sworn

in, I think we'd be confortable having himjust answer

t he questi on.

3

BLOOM  No obj ection.

3

FUGE: Yeah, no objecti
MR. TREMAI NE: Thank you.
BY MR. TREMAI NE

Q And just a clarification here.

on.

It sounds

li ke fromyour exhibits and your testinony that there

Is that proposed wells, you conceive a 1.7-mle

i njection radius?

A Yes.
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Q So the total area of inpact would be
approximately 3.4 m | es across?

A Yes.

Q Rem nd us what the radius was that Chevron

enjoys for its area of --

A So | know -- | know before our -- we used
that half-mle radius as dictated in the -- the rules
for notifications and then the -- internally, one of

t he reasons why you kept seeing 2 mles kind of up
there as we were | ooking for offset producers was
partially because of this -- obtain analysis just to
give us a little bit extra of a buffer and just say

that they do not recall the exact radius for the --

for the AOR
Q Thank you. And then | want to -- one nore
guestion. | want to look at slide 159. Can you

explain the reason for the 30-m nute delay for that
shut of f ?

A That's -- yeah, that's just sonmething to
call out. Standard practice, | guess. I'mintimtely
famliar wth the exact reason why ny -- part of the
reason, though, is to give the operator tinme to

physically travel to the well site, which are -- which

are kind of the -- sonmebody has to drive out there.
| -- again, I'"'mnot -- | don't know the
Page 211

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

reason behind why 30 m nutes was the nunber agreed
upon, if there would be a -- you know, a | onger or
shorter duration that would be nore optimal. It's
just our current -- current control | ogic.

Q Are you aware, according to the current

proposal, how nuch vol une coul d be punped during that

peri od?
A Coul d be calculated. It would depend on the
-- the tine, the -- at what stage of the well's life

we're in where that could happen. They did -- they do
-- like to -- their rates |ooked -- | declined them
|'d say nore rapidly than we would like, so | -- |
don't have that nunber off the top of ny head, but it
could calculated fromthe -- the plots shown in the
exhibits.

MR. TREMAI NE: Thank you. No further
gquestions. Thank you.

MR. FUGE: Ms. Hardy, do you have any

guestions for this w tness?

M5. HARDY: | have a coupl e of
questi ons.
EXAM NATI ON
BY MS. HARDY:
Q Hello. | just have a few questions for you.

If you can | ook at page 152. That's the
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"Location of Wells with Sufficient Data for Rate
Transi ent Anal ysis"; right?

A Yes.

Q Can you confirmthat Chevron's drilled DMG
SW wells on its Texas acreage?

A Yes, we have.

Q And did Chevron performsimlar testing as
t hat proposed in Mexico pilot in those wells?

A As far as rate transient analysis is
concer ned?

Q Ri ght. Who's out there testing and
nmoni toring this?

A So yes. The -- one of the reasons why we
didn't include our -- our own data in these areas is
that, you know, nunber one, due to the timng of this
anal ysis also our wells are relatively new and only
been put online in the last few nonths. And you -- we
typically like to see several nonths of -- of
continuous data before we can properly analyze a wel
with rate transient anal ysis.

The -- really the shortest anount of tine
|'"ve seen is approximately four nonths or six nonths
to read is a lot better. It also depends on how high
gqual ity your data is. Downhole pressure will just

make t he process that nuch easier when you have
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downhol e pressure gauges and are Severitas and Papa
Squirrel well.

We do have Chevron wells, but then just you
had -- had sone other operational issues that have
prevented them from operating that consistently that

first available to conduct that type of analysis. So

these wells that we -- we used for our anal og study
again have the -- the sufficient history and the data
and the -- the daily orthographs to conduct your

transit anal ysis.
The shorter enrollment you have for your

dat apoi nts, the better for this analysis. Daily is --
we would like to go nore than daily. So there are a
| ot of wells out there that report nonthly data.
However, it takes four to five nonths to even see the
initial cycle of nonthly data. You' d only have four
to five datapoints. You wouldn't be able to interpret

Q And so in Texas DMG SWDs, do you know what

intervals are being tested?

A Yes. All of these are either -- they're all
DMG shal l ow wells that we | ooked at. Don't recall if
it's -- sonme of these mi ght have Brushy Canyon
targeted at or just -- just Bell and Cherry. These

wells in particular fall within sone of the Texas
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seismc review areas, which is why they're required to
report daily rate subm ssions.

Q And do you know what the bottomhole fracture
gradient in those wells has been?

A So there's a range. Part of the reason why
we conduct separate tests is to determ ne that
i ndi vidual wells and say for our own wells we've seen
anywhere from you know, .62, .65 psi per foot up to
.72 psi per foot. So that really does -- does vary.
| mean, those nunbers sound |like they're close, but
when the -- you're tal king about the injection rates
that there can be a -- you know, a fairly -- have
fairly wide inplications there.

And so again, that's a reason why we -- we
have -- agree with the OCD s direction to conduct a
separate test, find that fracture gradient, and then
face our maxi mum pressures al phabetically.

Q And | think you testified earlier the
average fluid gradient is .5 psi per foot?

A Yes.

Q And then if you add New Mexico service
pressure and gradient on .2 psis but you' d see a
bottl e operating at .7.

A Yeah, and that renmenber is at the highest

possi bl e case where you forced to not water down
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against a -- a close pipe essentially. And -- and
since you actually do have flow that will go out into
the reservoir that will actually be the maxi mum

pressure that's slightly lower than that, but it's a

good rule of thunmb for -- yeah, | have a whole | ot of
sone safety factors just to -- just to see how cl ose
we're comng to -- to fracture pressures.

Q And if the bottonhole gradient was .7 psi,
Is it correct that then you'd be fracturing the DMG?
A Yes, but according to the rules that, yeah,
we agreed with fromthe OCD, once we found that --
that fracture gradient, | think there's a, like, 90
percent safety factor that's applied to that. And so
our max surface pressure would be in -- you know, that
safety factor's set the |oad for that fracture.
M5. HARDY: Those are all of ny
gquestions. Thank you.
MR. FUGE: Dr. Anpomah?
DR. AMPOVAH: Let's start with slide
147. So you' ve presented about why you believe that
Chevron believes that the DMG group is not ready for
t hat .
MR. TAYLOR: Yeah.
DR. AMPOMAH: So what is the typical

resi dual saturation for these areas that you anal yzed?
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MR. TAYLOR: | do not know. But that
Is not -- not sonething that we had the current |og
especially if you want your current |og data to be
able to analyze it.

DR. AMPOMAH: Yeah. So you're saying
that we're neeting in place right nowis a 1.3?

MR. TAYLOR:  Yes.

DR. AMPOMAH: So if | want to believe
t hat we cannot produce any anmpunt of -- | want to
know t he vertical saturation right there. So you
tal ked about this going through primary, secondary.
So were there water injections earlier?

MR. TAYLOR: Yes, the -- in the 80s, as
| recall, there was a water flood. An injection was
i npl enented at the -- at the EIl Mar Field.

DR. AMPOMAH: Do you know t he
injectivity of those injection wells?

MR. TAYLOR: | do not. | do not.

DR. AMPOMAH: And you did not anal yze
that as part of your anal ysis?

MR. TAYLOR: No. Mdst of the wells, we
| ooked at froman injector standpoint. And we wanted
to | ook at nmodern day SWD wells. Typically, we would
| ook at these enhanced well -- recovery wells. They

I nject at nuch smaller intervals. They're just
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targeting, you know, tens of feet. W want to target,
you know, thousands of feet for injection.

We al so noticed that the rates that
they see it and the maximumrates on their permts and
then at | east on the Texas side and sone of the
pressure that we've seen in New Mexico or -- or very
| ow so you're | ooking at, you know, typical injection
rates, about a thousand barrels a day.

The SWDs have their purposes to put
away a |l ot nore water, to enable the oil productions
in the fields, and to nuch steadier intervals at nuch
hi gher rates for an SWD to be successful. So yeah,
really, the wells | presented for the -- fromthe RGA
st andpoi nt, were the best analogs we can find in the
vicinity of nmodern day DMG SWD wel | s.

DR. AMPOMAH. So now Chevron owns these
wells that were anal yzed?

MR. TAYLOR: No.

DR. AMPOMAH: And then the conpanies
that own these wells didn't already -- did you support

the anal ysis that you did?

MR. TAYLOR: | am not aware of any
f eedback fromthose conpanies. But we -- we based
this of, |ike, data.

DR. AMPOMAH. Let's go to slide nunber

Page 218

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 page nunmber 150. So | do have quite a nunber of

guestions on this page. So the first one is what is a

stress gradi ent here?

MR. TAYLOR: Can you clarify?
DR. AMPOMAH: Yeah. \Where is the

stress gradient in this area?

MR. TAYLOR: You nean in terns of the

SHwWRX ?

DR. AMPOMAH: Yeah. But dependi ng on
whet her the SHMax | ays on the SV, then there --
MR. TAYLOR: So the -- the stress

orientation is to put -- and | don't have ny slides,
but in the other exhibits we've seen today, including
the ones that Jason shared, that's -- that's a stress

orientation of the southwest for these.

DR. AMPOVAH: No, | nean,

clear answer to what is the force of Gin this area?

MR. TAYLOR: | -- I'mnot the right

person to answer that question then.

DR. AMPOMAH: Can soneone respond to

t hat ?

M5. BENNETT: M. Com skey can. Do you

want himto give input now?

DR. AMPOMAH: Yeah. It's very

| nportant to all nmy other questions.

just want a
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MR. FUGE: You can just wal k up, just

get a little closer to the mc.

MR. COM SKEY: So if | bel

under st ood the question correctly, it was what is --

DR. AMPOVAH: Based on the Ander son

t heory.

MR. COM SKEY: Yeah. So and this is a

normal faulting environment. So what thi

the vertical stress is greater than the horizontal

stretch beginning in the mnimal stress.

it's a normal faulting environnment.

That's nostly domnated in the -- in

the Delaware Basin. It just needs to nove into the

M dl and Basin to get a little bit nore of

strike slip type inny -- slide ny testinmony it wll

force that -- that theory as well.

DR. AMPOVAH:  Yeah. So if

normal routine, you do have SV all the sane as your
m ni num stress. So now | don't understand.

MR. COM SKEY: So we've seen in -- in

this area that m ni mum hori zontal stress

around .65 and .75 psi, which puts the nmagi c nunber

hori zontal stress around .9 and the verti
around 1. And then -- formal breakouts -

at focal nechani sm aversion for a nonment

i eve |

S neans with

Soit's a --

a -- of a

it's a

IS somewhere

cal stress
- also | ooked

just for
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short breaks that tied that into the -- roughly
values. And they quarterly head back to -- as well.

DR. AMPOMAH: So let's say would that
be nore like related to a normal reservoir? Because |
didn't know what that neant. Lamar is nore like a --
right. So | just want to understand how the m ni mum
stress point is about 1.2 psi before, and then the --
t 0o.

MR. TAYLOR: Yeah. | think part of
that m ght just come from m sl abeling m ninmum stress
here. This is not to conmunicate that the m ni mum
stress is that work well. | guess it -- it's really
the mninmum fracture closure pressure that we got from
the XLOT.

DR. AMPOVMAH: So | don't take that as a
m ni mum result of stress?

MR. COM SKEY: Correct. Correct.
That's -- that's the closure stress gradi ent, not --
not the actual instance you stress test for.

DR. AMPOVAH. So do we need to do it to
make any adjustnents to this? Because it's confusing
to me actually.

MR. TAYLOR: That -- you're requesting,
| guess, an update to the exhibit here?

DR. AMPOVAH:  Yeah. Because, |i ke,
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let's say if soneone takes your data then use that in

future, you don't see that little

| ess, agree to a mnimumresult of stress. Let's say

1.32 psi conpared to SV of 1.2 psi.

| don't want to agree to that.

MR. TAYLOR: Under st ood t hat. Date t he

-- update the | abel ?

MS. BENNETT: Yeabh,

that -- update the label. And | also need to fix a
typo in the slide about the |last date drilled over DMG

so we can submt those two together.

DR. AMPOMVAH. Okay.

So on slide nunber

so | just want to clarify that the blue |ocations are

where you have the wells that you
anal ysi s?

MR. TAYLOR: Yes.
| ocati ons of the anal og wells.

DR. AMPOVAH:. Ckay.

And all of these are in Texas?

MR. TAYLOR: Correct.
DR. AMPOMAH: So ny first question is

what is the di stance between the cl osest one to the

Papa Squirrel well?

MR. TAYLOR: Yeah,

perm ssi on nore or

That woul d be --

but you can do

Thank you.
or page nunber 152,

use for the

Those are the

The anal og wel | s.

that's a good
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guestion. There's not a scale on this map, so |

can't.

DR. AMPOMAH: | do live very close to
the --

MR. TAYLOR: Severitas?

DR. AMPOMAH: Yeah. | don't want to be
that close. But near Papa Squirrel. And | do see

al so that he brings the analysis to propose 20, 000
daily rate and a 50,000 daily rate. These are
anal ogous, each well analysis; right?

MR. TAYLOR: Yeah. So com ng back to
what was submtted in the Cl108 versus the anal ogs
here. So the C108 anal ysis was done prior to having
this dataset conpleted. So we actually used it, no
one else's software and then a -- a nuch smaller
subset of -- of the analog SWDs to figure out what a
-- the productivity index or injectivity index would
be for the reservoir, where you applied that to the --
the well bore and depth conditions in both the
Severitas and Papa Squirrel to then cal cul ate what the
rate woul d be.

And that was what was submtted into
the C108. You notice that that agreed quite well wth
the Papa Squirrel range the Severitas, the anal og well

that we used was a little bit optimstic in that case
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and smal |l er subset at the time. So it had -- and
our -- and our filings are requested sonme rates that
were a little bit on the high side of the estimted
range fromthe nunerical nodel. It was based on this
rate transient anal ysis.

DR. AMPOMAH: Yeah, so ny biggest
concern is about the 20,000 and then the 15,000. So |

just want to be clear. Are you saying that -- let's
see. |Is it your testinobny today that your rate is
nore or |ess conparable to the ampunt -- or analysis

fromthe 20, 0007

MR. TAYLOR: So | think that notable
anal ysis of the Cl108s represent the high side cases.
And -- and yet if we turn to page 156, you'll see that
that high case peak of these Veritas wells, 20,000
barrel s of water per day, in one case 50,000 barrels
of water per day, which agreed exactly wth our -- our
assessnent there on the C108. O as noted on the
Severitas well, we -- we had our maxi mum at 15, 000
barrels per day with our average at about 12,500
barrel s a day.

You can see here fromthis plot on page
154 that the sinmulation is showing a -- the high case
at that 12,500 barrels a day. So you see why it may

be overstating the anount of injection that we can
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potentially see in this |ocation.

DR. AMPOMAH: Yeah, so that is ny
concern. Because let's say we agree to 20,000 barrels
per day. Now, before | nove on, |let me ask. So t hese
were there to anal yze what is the maxi numinjection
rate for either the maxi mun? | cannot recall.

MR. TAYLOR: So what | recall, | think
bet ween 20 and 30, 000 barrels of water per day.

DR. AMPOMAH. So | asked this question
earlier to your colleague. And then he told me -- he
told the Comm ssion that in New Mexico, it is very
smal | . But the maxi num he has seen in Texas has been
about 10, 000. Yeah, that was part of the testinony.

MR. TAYLOR: Yeah, | -- | know there
are sonme wells that have injected 10,000 barrels a

day. Qur Chevron wells and one of the ones that we

had actually has a simlar maxinumrate on it as -- as
what we would see in that -- | think in the Severitas
well. And it's a shallow one in Texas. It's been

aver agi ng about 12,000 barrels a day.

So it -- it really depends on where you
are in the -- and there's a ot of wells there nore
towards the -- the east closer to the Papa Squirrel
| ocation that will put away 20 to 30,000 barrels a

day, sone even higher than that just depending on the
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permts that have been granted.

But inportant to keep in m nd Texas has
a much hi gher maxi mum surface pressure that actually
results in the injection of bone fracture gradient.

DR. AMPOMAH:  Yeah, not in New Mexico.

MR. TAYLOR: Ri ght .

DR. AMPOMAH:  So | just want to clarify
t hat the people -- said, you know, two to 4, 000
barrels a day. And at the maximum that they see based
on the experience of our 10,000, that's been outside
the state lines. So | don't know. Because | feel
| i ke 20,000 barrels a day, and there were based on
your analysis, you are not that close to that nunber;
right?

So ny thought is would you agree to
what NMOCD s sayi ng and then probably be granted a
| ower rate and then the step-rate test down with that?

MR. TAYLOR: Yeah. We have no

obj ections to the rules that were -- were pointed out
by the -- use the separate test to guide the nmaxi mum
I njection pressure. You know, the -- the rate, the

I njection rates.

You know, there's a lot nore wells than

just these that were used to -- in the RT analysis.
The report didn't really see it had -- but there's a
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| ot of publicly avail able data we can | ook up and

pull. But there's dozens and dozens of wells that are

I njecti ng about 20,000, 30,000 barrels a day in Texas.
So the -- the DMG is capabl e of taking

a |lot of water. However, as this -- you were pointing
out a lot of that -- then Texas is above the fracture
parting pressure, and so we're -- we are expecting

much | ower rates here in New Mexico due to the -- the

gui deli nes set by the OCD.

DR. AMPOVAH: Let ne ask. \What about
your assunptions that you utilize in their key
anal ysi s?

MR. TAYLOR: Can you be nore specific
about the -- which assunptions?

DR. AMPOVAH. So the first one that |
saw is that there is a general system So even that
one, how does that translate to, let's say, a highly
het er ogenous system that you are used to dealing wth.
You know, and if you are using that, you search nore
li ke -- you explain nore just why that conversation
ran that higher rate. You know, how is that shaping
up in ternms of if they had continuous and then --

MR. TAYLOR: Yeah. Thank you for that

guestion. So the -- the approach that we're -- that |
li ke taking for these is the -- the sinplest possible
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for what would explain the data that we're seeing.
That -- and that's just to avoid a creative yet super
convol uted nodel that m ght match the data but not
really reflect reality.

And in a lot of cases, nost every --
every case for RTA that we've | ooked at, they -- that
si npl e nodel that explains the dataset is a
honmobgeneous radial flow neshed with a cylindrica
boundary. The part of the reason why we're -- that
nodel shows up a lot is due to sone of the noise in
t he dat a.

So a | ot of these are surface pressure
readi ngs that we then have to convert into bottomhol e
pressures. And using the -- the rate data that -- to
then be able to performthis rate transient analysis.
So the -- yeah, so that's why that honbgeneous
assunpti on makes the nost sense as our starting point
and that explains nost of the data. | think you can
see sonme of that potential heterogeneity in the
reservoir reflected in the perneabilities that we
cal cul at e.

As you recall, that core perneability
shared on an earlier side showed |less than 1
mllidarcy. W're seeing a rate transient anal ysis

arranged with that 6 mllidarcy up to 30 m|lidarcy.
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So what -- what could be the cause of that?

Sonetimes natural fractures that --
t hat you asked about in a previous question that could
be present taking sone -- sone additional fluid out
here on these Texas wells. Specifically, it could be
due to induced fracturing fromthe high rates of
pressures that are present in the Texas. So those are
not -- that's kind of all reflected in this conposite
pernmeability cal cul ation that we get out of the data.

Some of the other assunptions that

we're using -- yeah, we're not really. Sonetines
we'll nmodel these with well bore storage nost of the
time. It doesn't really make nmuch of a difference in

the final answer, so we tend to | eave that off. W --
well, in these cases, sonme of them have tinme dependent
skin. That's when operations happen.

They -- and they'll do acid jobs
t hroughout the life of the well and see the skin
factors change. On all of our nunerical sinulations
that we're showi ng here on the exhibits today, we're
sendi ng zero skins to represent the brand new wel |,
cl eaned up a better casing --

DR. AMPOMAH: So nothing really that
different fromthe alternatives that you think is

hel pi ng to understand your two cases?
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MR. TAYLOR: Yes, yes.

DR. AMPOMAH: So now what? |[If you | ook
at the testinony now presented in your analysis in the
area that you are proposing, you have -- the radi al
.32 mllidarcy?

MR. TAYLOR: Yeah.

DR. AMPOMAH: So | am expecting around

-- lower end. Should a range reflect that?

MR. TAYLOR: Yeah. And | -- and | do
understand that -- that concern. | think that these
nodel s are very easy to -- to rerun with perneability
assunptions. It's the -- we wanted to honor the

anal og data since we don't have, you know, really any
anal ogs in New Mexico under that pressure, where you
know, we have to use the Texas wells, which do have
sone different operational conditions.

You know, part of the reason why we
want this pilot, they're requesting this pilot program
Is to actually get that data in New Mexi co operating
under the OCD guidelines to understand nore about how
the rock is reacting to the -- to an injection. Wat
are we really seeing in terns of perneability?

You know, the -- the few core sanples
that we do have, are those reflective of the entire

reservoir or not. And so there -- there's a | ot of
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unanswer ed questions that we have right now A |lot of
uncertain data we are hoping to resolve in this pil ot
pr oj ect .

DR. AMPOMAH. So in the nodeling that
you did for the two wells, do you know whet her the
formation really took nost of the water?

MR. TAYLOR: So since these nodels are
ultimately honmobgeneous and ultimately sinple, it
really just conmes down to -- it's nostly collated wth
their thickness. W think upper, which is a Y, and
injection rate is correlated to -- to thickness.

So the thicker one would take nore --
nore water in the nodels, so in this case it would be
the -- the Cherry. The porosities do -- do inpact
that a little bit. But being as how cl ose these are
with these nodels, it's -- they give a thicker
I nterval tends to hold nore water.

DR. AMPOMAH: Just so | understand, so
before the true potential injection zones, you
assigned the sanme porosity?

MR. TAYLOR: No. As you'll see on
slides 154 and 156 on the tables, those are the inputs
into the nodel so that you have different porosities
based on the -- fromthe geol ogy at those |ocations.

DR. AMPOVAH: So what were the fracture
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pressure ingredients that you utilized in this one for
either of the wells?

MR. TAYLOR: So this nodel did not take
I nto account fracture pressure. This is the very
sinple radial flow honbgeneous nodel .

DR. AMPOMAH:  So in ny mind, |I'mtrying
to correlate the significance of the arms to the rate
that you want -- So it sounds to nme like this is a
very sinplistic nodel. And |ooking at how sinpl e-
| ooking it is, you know, maxi numinjection rate, it's
not really up to answering our question.

MR. TAYLOR: This -- | can agree that |
can thank the -- the rates that we requested were on
t he high side and then we wanted to socialize those --
those high in potential nunbers based on what we're
seeing in Texas and how this is possible in the DVMG

And just so that we're not -- we didn't
want to cone in and request 5,000 barrels a day and
then have well, the potential for 20,000 barrels a
day. We thought it would be better to err on the
conservative side of requesting for nore, higher rate
at these given pressures and then learn through this
pilot what is actually possible in -- in New Mxico.

There's just -- there's a | ot of

uncertainty on the rates. Mich nore confident in
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the -- the pressure assunptions and the total storage
inreal life as well. But the rate is really a big
guestion. That just conmes down to that -- that
uncertainty and perneability to have all these tracks
goi ng forward.

VWhat does the perneability really | ook
| ike on a macro level as the well accesses the
reservoir? And we won't understand that until we have
sonme injectors in the ground and we can do a siml ar
anal ysis on them

DR. AMPOMAH:  So |'m going to ask you
based on the analysis that you've done, in your
experience, you know, how is the high volunme injection

in the shall ower areas that you are proposing, how

will the inpact -- you're going to build a pressure

pit. So howis that going to inpact future injection
MR. TAYLOR: | -- | think this is why

it's inportant to space wells properly. | do agree

with the proposal that the OCD put forth that the
wells be at least a mle apart. You know, Chevron, we
see a | ot of operators out there on the side in Texas.
They' || pack their wells really close
toget her in whatever position they have are being

that's wasted. The capital or really this here have
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been injected into the exact sane container. So we --
our viewis to space our wells out appropriately right
now | think in the -- in our entire Harris, New Mexico
field, where Severitas is, we have a potential three
nore | ocations we've identified with proper spacing
and which | think is at |east about a mle and a half
to two mles apart.

But this is sonething that | don't
recall exactly off the top of nmy head, but | think
that's -- you know, relative to the -- the range of it
over in the -- near Papa Squirrel and our Sal ado Draw
field, we have two additional |ocations identified and
properly spaced out.

It's not our intention to pack these
wells in closer. | think I'"'m you know, kind of
extrapol ating your question a little bit. If -- if we
pack a lot of wells too closely, then the water
pressures will increase it a lot quicker. 1It's not
sonet hing we want to see, and we want to be able to
efficiently use the -- the reservoir in that storage
capacity. Fromny -- fromny perspective, that
cunmul ati ve storage nunmber is the nost inportant
number. How much is this well going to be able to
take over its -- its entire life?

DR. AMPOMAH. So on page 157, you apply
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the pressure show ng us how the pressure needs to be
away fromthe well bore, but | really wanted to see
how t he pressure is building up with regard to tine.
You know, in the nore, |ike, pressure so | can really
see how the pressure is building up based on the rates
that you are using. |'m sure you have that.

MR. TAYLOR: Yeah. Yeah, we can -- we
can for -- transformit into that. The way we
presented it here was the tine is really represented
by those -- those different curves that we had. They
all go up on the chart. That's the tine. And then
tried to give a sense to that on the -- in the box
there, the -- be calculated that timng there, that
four-year, 11-year, 23-year et cetera.

Again, we -- the way we shoul d have
presented this data was nore in terns of distance, as
you said, rather than through tine.

DR. AMPOMAH: Can you comment on the
boundary conditions? So | know that in your
application you said it's the cl osest.

MR. TAYLOR: Yeah.

DR. AMPOMAH. So is it really closed.

MR. TAYLOR: So based on the RT8 data
that we've seen, these wells really are our closest.

We haven't found one yet that is in the DMG t hat has
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an arbitrarily large boundary. They all -- all of the
boundaries tend to just show up within a few nonths.
So we got to -- it's a finite here. They gave us each
nodel followed by that circular reducing on the wells
quite well.

In reality, the shapes get, you know,
obl ong. They could be rectangular. W don't really
know. But the -- the inportant thing is that they are
finite and we can represent that finite, that
potential area of inpact quite well through a
cylindrical reservoir nodel.

DR. AMPOMAH: Yeah. And you obvi ously
did hard work. You did an amazing analysis. So thank
you.

MR. TAYLOR: Yeah. Thank you for your
round of questi oning.

MR. FUGE: Now, | take it there are no
guestions?

MR. FUGE: | only have one. And it may
just be inplied fromthe analysis here. But |I'm
assum ng when you did your sort of individual well
decline and then the EIl Mar Field renmaining reserves,
a check was done. There are no pendi ng applications
t hat woul d suggest any interest in this area or these

fornmati ons?

Page 236

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

MR. TAYLOR. | don't recall. I -- 1
did not do that exact -- that check even with the
outlines. W're back to -- look at that.

MR. FUGE: Yes, please.

MR. TAYLOR: So yesterday, we were -- |
went back -- sone questions and just went back to see
when the last was -- and so it kind of tells me in --
in short what | think OCD kind of -- first of all, she
went -- with these Cherry Canyon behaviors -- didn't
even -- didn't even require -- we don't have an exact
-- | think there is sone -- sone --

MR. FUGE: Any other questions for the

W t ness?

MR. TREMAI NE:  No.

MR. FUGE: You mmy be excused.

| think 1"mgoing to order to adjourn
for a short break. W wll reconvene at 3:30.

Then you have one nore w tness?

MS. BENNETT: Right.

MR. FUGE: M. Tremine, how | ong do
you expect you'll need for your first witness?

MR. TREMAINE: Qur first witness wll
be pretty quick, so maybe 15 m nutes.
MR. FUGE: So at |east comng in, just

sitting in, and so you know this at the outset.
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Sonmebody had a harder stop at five today. But at
m nimum we're going to do Chevron's |ast renaining
witness and OCD's first. |If we have sone additional

time, we can discuss that as we're noving forward.

So we will return at 3:15. | mean at
3: 30.

(OFf the record.)

MR. FUGE: Let's get back going, folks.
And | knowit's a little toasty in here. | have

subm tted sone request to central, wherever that is
| ocated, to drop the tenperature a little bit to the
extent they can.

But we will go ahead and get started
with Chevron's | ast w tness.

MS. BENNETT: Thank you.

MR. FUGE: And since, M. Com skey,
we' ve already sworn and recognized this, | think we
can just go into the substance of his testinony.

MS. BENNETT: Thank you very nuch.

EXAM NATI ON
BY MS. BENNETT:
Q Yes. M. Com skey, you renenber that you
were sworn in? Do you agree to tell the truth?
A Yes.

Q So this norning you gave us an overvi ew of
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the pilot projects and some of the work that's been
done. And now we're transitioning to a different part
of your testinony. And so what's the purpose of the
testinony you're about to give?

A So a part of ny own projects, one of the
things you'll notice, we did a -- and took a very
t horough review of seismcity at the Perm an Basi n.
This is one of the cornerstones of -- of, you know,
why we're | ooking into this kind of project for
produced water optionality. |It's partly due to the
fact of the increase of induced seismcity
attributable to somewhere across the Perm an Basi n.

So through these pilot reviews we undert ook

-- and we'll go through the review that | undertook to
assess seismcity risk for these two pilots and just
an overall setting of seismcity through the Perm an
Basi n.

Q Thanks. And let's start out with your first
slide, which is a seismcity review slide.

MS. BENNETT: And for the Division --
|"msorry -- for the Comm ssion, for reference, and
for our other parties, we're starting on page 126 of
the materi al s.

BY MS. BENNETT:
Q So let's start with page 126. And if you
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could orient the Comm ssion to the slide.

A Yeah. So again, the map on the right is
just the map you've seen probably a dozen tines
al ready today of the two |ocations, so | won't harp on

those. The thing on the left is nodified from Zhai,

et al. Andit's -- it's focusing on Perm an Basi n.
So what | didis just -- it does a good job of
explaining, | think, the major operational practices

goi ng on on today's Perm an Basin.

And so if you ook at that, we start with
t he caprock, which we touched on a little bit. And
then we get into the -- the shallow disposal |ayer,
which in this case is the DMG  Below that are the
Aval on, Bone Spring, and the Wl fcanp production
intervals. And then you go further below that into a
deeper disposal interval, which is typically referred
to as the slurry or adm ssion carbonates or deep
di sposal. And then below that is a basenent.

And so what |'ve annotated on there are kind
of three colored bl ocks, a pinkish, reddish that | ooks
a the shallow injection. And roughly the depths here
I n Sout heast New Mexico of about five to 7,000 feet.
Production again that's referring to mgjor
unconventional devel opnment and production of roughly

about 6500 to 12,500 feet.
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And then deep injection is roughly about
17,000 feet to about 20,000 feet. And then what [|'ve
| abel ed there belowis that seismcity, which |I'I|
show in the -- in Southeast New Mexico it's roughly
| ocat ed about 20,000 feet or greater.

So you can see just the vertical
differentiati on between shall ow di sposal in the
Perm an and then the deep earthquakes that have been
attributed to deep disposal. And so this kind of just
sets the -- you can see the schematic there kind of a
little bit on the left side.

You' ve got, you know, disposal and pressure
front perturbation, which ny coll eague Bryce nentioned
on just a mnute ago. You' ve got production, which
al so creates a -- a pressure response and then deep
di sposal again. So your -- you have various sources
and sinks of pressure as fluid is withdrawn or -- or
nol ecul es are withdrawn or rejected, given a -- a
specific operation.

Q One last turn to your next slide, which is
slide 127. And can you briefly describe this slide,
and in particular where this informati on cones from
and what it represents?

A Yeah. So this comes fromthe OCD oil and

gas map. So what |'ve | abel ed here obviously this is

Page 241

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

the locator. 1've -- I've |labeled the -- the two

| ocations for the pilots there with the blue stars,
and then the colored bull seyes represent the current
seism c response areas or SRAs in Sout heast New

Mexi co.

So the colors there represent different
radi us around that, so the also yellow and/or red or
orange circles, if you |ook. The small circles are
eart hquakes of a certain nmagnitude. Those are either
2.5 to 2.9 magnitude. That's 3 to 3.4. So 2 to 2.9
are yellows, the oranges are a 3 to 3.4, and then the
reds -- there's two reds -- are above the magnitude
3. 5.

Those | evels are defined by the OCD s
seismcity protocol that was announced back in 2021.
The associ ated col ored bands of red and orange and
yell ow represent different radiuses around those
events, representing red for 3 mles, orange for 6 and
yellow for 10. And again, those are derived fromthe
OCD s seismicity protocol from 2021.

And so what this is trying to show about the
various seismcity protocols w thin Southeastern New
Mexi co, and we'll go through sonme of the slides and
| ooking at in particular one of the SRAs, which |'ve

| abel ed a county line, state line SRA, which is --
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borders Eddy and Lea County and al so Loving and Lea
County.

Q And so those depict the Papa Squirrel as it
Is within one of the SRAs?

A Yes, it does depict Papa Squirrel as to be
within one of the SRAs. However, as I'll show in
future slides, the SRAs focused only on deep injection
and not shall ow.

Q Let's turn to the next slide then. And can
you orient the comm ssioners to what this slide is
t hen and what you're show ng here?

A Yes. Again, so here's an inset map | ooking
at Eddy and Lea County, and also the northern part of
t he Del aware Basin of Texas. Again, |'ve highlighted
the two proposed titled SWD | ocations with blue stars.
|"ve also highlighted the county line/state |ine SRA
and a -- and a bl ack oval.

The earthquakes on this map are -- are
colored circles represented froma nmagnitude 2.5 to a
magni tude 5.0. So what |I'Il go on this is the source
of this information is the USGS website. They are the
authoritative source on earthquakes in Southern New
Mexi co. They're not in Northern Texas. That is the
TexNet, but TexNet or USGS reports of Texas. So the

USGS is essentially now the -- a one-stop shop.
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So those earthquakes are col ored by
magni tude. Most of those earthquakes occurred from
2019 onward. The two plots on the right if you | ook
on the -- the histogram you'll notice the |abel is
depth of the event over tine. So it's depth in feet
fromsurface level. And so the top of hot is
referencing just the events within the county
i ne/state |ine SRA.

The bottomis year, and you can see the
events with the necessary started within 2019, kind of
regressed since then. It started to pick up really in
| ate 2020 and has progressed fairly consistently until
| ate 2022/ 2023 where we saw a -- a reduction, and I"'l
show that in a future slide.

The bottomplot is -- is |ooking at the
Nor t hern Cul berson/ Reeves SRA, Texas. The reason for
showing this is it's also an area of seismcity that's
been attributed to deep di sposal operations. And you
can see the nunber of earthquakes there. There's
obviously quite a few nore earthquakes over tine in
this plot.

But again, it just relates to the depths of
the event. So both plots, you can see the depths are
well over 18 to 20,000 feet. That is nany thousands

of feet deeper than -- than conventional devel opnent
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and/ or shall ow di sposal, which I'Il showin a future
sl i de.

But the main purpose of this is just to
orientate everybody with the seismcity that's going
on within the area of interest, the magnitudes, and
the trends over tinme and the depths.

Q And so turning to the next slide, because
you've taken a cl oser | ook at sone of the events that
have occurred in the area?

A Yes.

Q Why don't you wal k us through this slide?

A So I'll start on the -- on the right of the
slide first so that -- this is a depth of operations
versus seismcity. The depths that you'll see here

fromthe formations are derived fromwell tops. So
there's a fairly accurate -- so the step goes fromO
to roughly 30,000 feet, again from surface.

So the first color block on there is -- is
relation to the Papa Squirrel. So the proposed
I njection interval that you've seen is the Bell and
Cherry Canyon formations, roughly 4600 feet to 7,000
feet.

Bel ow that, you'll see the Aval on
production, roughly about 9,000 feet, the Bone Spring
production, roughly about 10,000 feet, the Wl fcanp
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production, roughly about 11,000 feet. And then bel ow
that again are deep injection. And that's again
roughly 17 to 20, 000 feet.

Even bel ow t hat again are earthquakes. So
t he earthquakes that occurred and you referenced the
map on the left to see the |ocation of the earthquakes
in XY. The |ocation of earthquakes are again well
bel ow t he proposed DMG | ocation interval and again
bel ow the -- the deep SWD interval.

If you look on the map on the left, you see
t he earthquakes again col ored by magnitude. That
magni t ude scale is consistent through all the slides,
| should note. The -- the red dash outline is roughly
the -- the county line/state |line SRA

And then the blue boxes are deep disposal
wells. As |'ve nentioned this -- the SRA did not
| npact any shall ow di sposal wells. It was only
focused on deep disposal wells given the preponderance
of information that was put forth a couple years ago
fromthose -- the industry.

So all the blue wells in that area have been
| npacted by the SRA either through enhanced data
reporting, curtailnments, or shut-ins depending on the
di stance fromthe earthquakes. The reference there,

there's that orange/reddish circle right there. Yes,
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that is a magnitude 4.0 event that occurred in July of
2021. That was really the catalyst for the -- the
SRAs and the -- the change in the protocol in
establishing this SRA
"Il talk a little nore about the -- the

evolution of this SRA over tinme. But the main purpose
of this slide is just to orient to begin within the
county line SRA and in particular the Papa Squirrel as
it 1s in the SRA. The depth of the proposed injection
i nterval, the depth of the production, the depth of
the deep injection, and when the seismcities occur.

Q Thanks. And down here, this is the part?

A The Papa Squirrel, yes. The Papa Squirrel
Is the black dianond on the map | abel .

Q Right. Anything else you want to tell about
the slide? |If not, we can nove on.

A No.

Q So the next slide discusses curtail ments,
whi ch you were just alluding to, so why don't you take
it away and talk a little bit nmore about curtail nments
and why that's relevant to today's di scussion?

A So when we | ook at seismcity, the question
is what's inducing the earthquakes; right? And
there's a nultitude of hypotheses that can be | ooked

at with inducing earthquakes. Not just on the -- in
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the Perm an Basin, but anything due to anthropogenic
events. And ant hropogeni ¢ neani ng human caused.

So when we | ooked at seismicity in Southeast
New Mexico as it began to -- to take an uptick, we're
starting to |l ook at -- see the correlation between,
you know, anal og studies, correlation between deep
i njection and the seismicity, things |like that.

So there's a couple key things on this that
| think add -- give us a better understanding of the
correl ati on between deep disposal and the seismcity.
So the sanme map on the -- that was on the previous
slide is shown. However, there's a blue kind of
colored in circle-ish oval. And what that's depicting
Is just the initial seismc response around the
initial mgnitude 4.0.

The reason why the red area is nuch | arger
Is that's incorporating events that trend up towards
t he south, southwest over time towards the state |ine.
That's created a nmuch broader polygon. But the
initial kind of AO was that -- that shaded -- roughly
shaded curtail nent area.

And so if you | ook down bel ow, you see the
magni tude 2.0. That's within the initial 4.0
response. And again, it's just magnitude 2.5 and

above on the USGS. And you can see the events over
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The dashed line that is noted on that plot
on the bottomw th OCD becones | abeled is the point at
which the OCD enacted their response, thus curtailing
deep disposal within that area. |f you | ook up at the
pl ot above, this is a plotted SRA. The county
| ine/state |ine SRA deep vol unes and barrels of water
per nonth fromthe OCD website dating back to January
of 2017 essentially through reporting in QOctober
roughly.

And you can see that trend continuing up
over tinme, reaching a max of nearly 8 mllion barrels
a nonth in early 2021. However, you can see a sharp
drop after that OCD curtailnment in essentially
Decenmber of -- of 2021, January of 2022.

And so if you | ook at that OCD curtail ment
drop and you look at the -- go back to the bottom
plug. You can see the seismcity before the
curtailment and the seismc reactive curtail nents
are -- are very different.

And you notice that there's only one event
on that bottom plot kind of after that April 13 date.
W -- | pulled the date up until just a few weeks ago.
There just haven't been any events. So that's why the

pl ot stops. There just haven't been any earthquakes
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in that -- in that oval.

If you go and | ook now on the county I|ine
SRA eart hquakes over 2.5, this is taking into account
t he whole county line SRA. Again, | note the OCD
curtailments. You still see seismcity has continued.
You could probably say it's probably equal to what it
was before. Again, that's representative of the
seismcity has mgrated. Again, the curtail nents have
only inpacted a certain area, not the whole, broad
ar ea.

The -- but the key to this slide though is
that within the area curtail nments on the deep di sposal
volumes only -- and | want to reiterate there was no
shallow curtailments in this -- there seens to be a
strong correlation between the curtail nents of the
volunes fromthe OCD and the seismcity within that
| mmedi ate response area.

And this is anal ogous to other areas
gl obally that have seen responses in injection due to
seismcity, curtailnents, or shut-in, and the
mtigation of seismcity over tine.

Q So this preserved -- that we intended to
tal k about earlier, but it's here as well, so why
don't you describe this slide to the comm ssioners,

and why was it included in here as well?
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A So this is -- this is somewhat a cornerstone
of the pilot program It just kind of relates to --
to, you know, where this water's going. So you've
seen curtailments. Production has continue to go.

' msure, you know, New Mexico should be very proud of
being the second | argest oil-gas producer in the
United States.

So the plot on the bottom-- this is just
focused on Sout heast New Mexico, so this isn't
representative of the entire state, just focusing on
Sout heast New Mexico in the Perm an.

You can see an increase in - in green. That
shows up as green. But oil production, that's BOE
equi val ent per day. 2019 obviously till 2023 when
pul l ed the data, and that's roughly about 3 mllion
barrels a day or so. BOEs again

The darker blue line, that is average water
I njection. Again, this is Southeast New Mexico. And
SO you can see that prem se is roughly flat, but did
cone up a little bit in 2022, then it's roughly been
flat. However, you know, for every BOE that's
produced in the Perm an Basin, roughly it's anywhere
between two and a half to five bags of water.

So -- and you expect to see that trend

I ncrease relative to production. So if you |look up
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the total water production trend, seens to -- you
know, kind of relates to that. So you can see that
Delta is roughly about 2.5 to 3.5 four to one. So
where is that water going?

You have increased oil production, and the
I njections here will be flat. Mst of that water is
novi ng across the state line. 1It's being injected
i nto Texas roughly to the tune of about 3 to 3 1/2
mllion barrels a day is being injected.

And | -- | would argue that probably 90
percent if not 95 percent of that water is being
I njected into DMG di sposal wells. So when we think
about, you know, reductions in -- in, you know, we've
-- we've tal ked about |imted DMG di sposal and
Sout heast New Mexi co as we docunent its -- today, talk

about predom nantly deep disposal in Southeast New

Mexi co.

However, the rise of seismcity has
curtailed several areas of deep disposal. |It's put
nore -- nore pressure -- pun intended -- on the

di sposal network. And there's been a big nove to nove

a |lot of that water across the state line into Texas.
Q Thanks. This slide is entitled "Chevron

Undert ook I n-Depth Technical Review." And this slide

Isn't designed to go through that technical review,
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but maybe nore or less to be a sunmary of the
techni cal review?

A Yes. This is just a graphical
representation of the technical review. And so the
previous slides tal ked about the seismcity, where
it's occurring and operational things. Things that we
can observe, things that we can -- we can see.

This is trying to |look at, you know, what's
causi ng the earthquakes and what are the earthquakes
telling us about the earth? What are they telling us
about the relationship to stress, relationship to many

different properties we | ook at.

And so all red -- everybody to the -- again,
the plot on the right -- the figure on the right is
the sanme figure again on -- and I'Il talk about that

dash line here in a second.
But if you go to the figure on the left, the
map, you can see that this is again a map of roughly

the sanme area of Lea and Eddy County and Northern

Texas and the Del aware Basin. And then I've -- |'ve
| abel ed several things on here, so |I'lIl wal k through
t hat .

If you notice the -- the blue triangles

here, those blue triangles are seism c nonitoring

stations. This is Chevron's and the industry's
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operator network that many conpani es have subscri bed
into. And essentially, it's a -- a very robust
network of seismc nonitoring stations.

Across the Perm an overall, Chevron has
access to over 220 seismc nonitoring stations, which
gives us a very robust understanding of where the
eart hquakes are occurring. Space and time, but also
very highly accurate understandi ng of the depth, which
IS very consistent.

Alot of the tines, you'll see the -- either
t hrough ot her public reporting agencies the depths are
off. They could be off by 10,000 feet because they
don't have enough stations to detect the earthquakes
accurately. And this has been around for several
years, and it's actually expanded into Mexico nore
frequently in the | ast couple years because of the
I ncrease in seismcity.

The second thing | want to note on this are
the colored -- we call them beach balls in -- in
seismol ogy. They're actually nonment tensor focal
mechani sm sol utions. But you can see they're col ored.
They're col ored according to the magnitude scale. And
| apologize that it's hard to read. But the -- the
darker colors are | ower nmagnitude starting at about a

magni tude 2. The warner colors go up to | believe a
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magni tude 3.8 or 9 on this map. And so that's just
t he magni tudes, so the beach balls are col ored by
magni t ude.

What the beach balls tell us and how you can
see they're slightly different shaded -- and again on
the scale it mght be difficult to see. But you can
also -- if you take a glance at the map on the m ddl e,
you can see sim/lar kind of gray beach balls. And
what these nonent tensor beach ball solutions tell us
s how faults are noving.

So when an earthquake occurs, there's
different -- different stations to detect different
first notions and | ocate the earthquake. And that
anplitude either up or down tells us how the fault
noves each direction.

The -- the very key conponent to this, it
tells us the geonechanical orientation of the fault on
t he subsurface. And so for several representative
focal nmechanisnms, what |'ve done is |I've | abeled the
spi ke, dip, and the rake. And those are key
conponents of structural geol ogy.

But what these tells us is which way's the
fault leaning, so which direction is the fault? Which
way is it dipping? And those can tell us about so | og

I nformati on, about the stress information in the
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subsurface. Is it a normal faulting environnment based
on the orientation of these nmechanisns? 1Is it a
reverse fault environment? Things |ike that.

But it's very critical understanding the
stress 'cause that tells us how faults are stable and
subsurface unstable. Sonme faults are stable. You
could -- you could increase the "rosavar" [ ph]
pressure to a mllion psi and it'll never nove.

Sonme faults are unstable. You could
i ncrease the "rosavar" [ph] pressure by one psi and
they will nove. So understanding that in relation
to -- to the geonetry is very inportant when we're
t hi nki ng about induced seismcity and what may or may
not cause it. So that -- that's a key conponent.

The figure on the top is just a
representati on of Andersonian faulting. And this is
just a broad representation of the fault, this roughly
di pping that we've interpreted here. They kept kind
of becom ng SRA area. The deep fault nmoved. And it's
roughly di ppi ng about 50 degrees, striking about 65
degrees, which is roughly parallel to SHvax.

So the -- the red lines on this map are
i nterpreted based on many different types of data, but
the SHVax in the direction's roughly about 70 degrees.

So 65 degrees for the strike. Background stress is
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roughly 70, so they're very well aligned.

So in a normal faulting environment, when
you have a fault that's probably parallel to SHMax,
it's nore prone to slip, nmeaning it's nore likely for

novenent to occur than fault let's say on an

orthogonal map and I'lIl show a sinplistic nodel on the
next slide on -- on that. The -- the map in the
mddle is a publication fromJens, et al., and Mark

Zoback at Stanford. This was 2016. There's been a
subsequent update to this.

But this just shows a very good exanple the
stress direction acconplished of nultiple data, sone
of which -- a lot of which industry provided,

I ncl udi ng Chevron, to this. And this just gives a --
a good understanding of the stress direction. So

the -- the cue in the map in the background is col ored
by normal to strike with faulting environnent.

And then the -- the indicators that
directional arrows on the map roughly indicates a
stress direction, the maxi num hori zontal stress
direction, again, which is very critical to
under standi ng fault.

So if you -- if you look at all that, the --
the kind of the dash line is sonething we've

Interpreted on this as a deep basenent fault that
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noved. And so that's just kind of based on all this
information, we're able to ascertain fromthe geol ogy
ascertain the strike and the fault, the dip, the
background stretch direction, the stretch direction of
the fault, and those two |limtations, what's prone to
slip, what's not prone to slip.

So when we think about how we namnage new
seismcity, this is a very critical conponent to
constructing your risk managenent plan when you think
about, you know, disposal operations or anything in
particular that has a -- a net change on the reservoir
or pressure change.

So the next two slides to go through are
just basic seismcity reviews of -- of two |ocations.
So the -- the Papa Squirrel. There's a 10-mle area
of review on that. You can see the earthquakes again.
We' ve tal ked about this before. You know, the
eart hquakes are -- are deep. Again, the injection
i nterval for the Papa Squirrel's about 4500 to 7,000
f eet. Eart hquakes here are well over, you know,
20,000 feet or so, so there's significant separation
bet ween the two.

| should note that the separation between
those are many thousands of feet at very tight on

| nper neabl e rock. Obviously, we have to use
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hydraulics to stinulate the out of conmm ssion
reservoirs. They won't flow on their own. So there's
a | ot of inperneable rock between the shall ow

I njection or goal and where these deeper quakes are
occurring. And then Papa Squirrel, the cl osest neck
to two and a half is roughly 5 1/2 mles away from

t hat bed.

The next slide is probably one of the nore

boring slides we'll see today. Thankfully there is

no -- there are no events in New Mexico within the
10-mle AOR. | did pull up some events in Texas.
Those are pretty small magni tude events. | did | abel
again, as reference, this is again just -- the nunbers

have changed here relative to the Severitas 2 State
SWD 1 | ocation.

In the depths -- you could see the depths of
t he earthquakes here very deep. You will note that
the plot stops in 2022. It's not because | didn't --
| didn't want to pull anything nore recent. |It's just
there were no -- there had been no earthquakes wi thin
this 10-mle AOR over that tinespan.

So that was kind of a review of kind of the
seismcity review around this. | -- 1 wll be remss
if | didn't talk about shall ow DMG di sposal. And
based on the exhibits fromOCD, |I'mglad | brought
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this -- this paper up.

And so there -- are there -- there is
eart hquakes in Perm an Basin attributable to shall ow
di sposal. Absolutely. And | will go through a very
good case study from Horne, et al., that was published
a year ago and |l ooked into this in nmuch detail.

So the map on the left has a | ot of
i nformati on on here, the reference is there and all
the references |'ve used are -- are cited. | would
recommend that Conm ssioners go and -- and | ook at
this if nore interested. There's a ot of information
on it, so I'mnot going to go through every conponent
of that. But what I'll note is | did the zoomin and
you can see the red arrow. And this is |ooking at
Sout hern Reeves County.

Sout hern Reeves County, the earthquakes here
are -- are nuch shallower. They are in the Del aware
Mountain Group. And so, you know, the question had
cone up, you know, we have earthquakes due to shal |l ow
i njection here. Wy not, you know, in Southern New
Mexi co or other areas? And the answer is geol ogy and
stress.

So as | nentioned before, faults that are
oriented roughly parallel to the stress direction are

nore prone to slip. And at Perm an Basin, the stress
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orientation rotates. See down here, it's roughly --
the stress direction is roughly north/northwest to
sout h/ southeast. So it's roughly -- if you | ook at

it, it's roughly oriented about, you know, 330
degrees. \Whereas as | just showed you recently in
Sout hern New Mexico the stress orientation is about 70
degr ees.

The stress rotates. It is very unique to
the Perman Basin. There are a |ot of schol ars out
there that are trying to understand exactly why it
rotates. There's a |lot of hypotheses I'mnot going to
get into today. But it does rotate. \Which neans
its -- one fault in a certain area nay be stable. One
fault in the other area, sane direction may be
unst abl e.

Look at the faults in Southern Reeves. You
can see their trend on the seismc cross sections.

The two slides there. One is black and white. The
other is colored. Just |ooking at a deaf slice and a
coherent slice of seismc data. And you can see those

faults are roughly trendi ng about 330 degrees, right,

north/ northwest. They are -- they are oriented and
they have -- it makes them prone to slip.
The -- the bottom pl ot and the col ored

scheme down marked E shows nunerous shall ow i njection
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wells in the yellow and green intervals. Those are
the -- oh, sorry, the -- in the light green col ored
interval, those are active shallow injection wells
that are injecting into the Del aware Muntain G oup
where those stalls are posted.

And the likely hypothesis there is that
those are increasing the far pressure reservoir, which
reduces the effective stress on a fault. And that --
when t hat happens, it becones unstable, and it noves,
generati ng earthquake.

So this is the unique set of circunstances,
we tal ked about faults. And you'll note that we have
-- we have not shown any slides like this because when
you go in and interpret these, these faults in
Sout hern Reeves County are -- are very obvious in
sei sm ¢ dat a.

When you nopbve to other parts of the basin,
we cannot see these structures. And there's likely
just because of the different faulting and the
different stress donmmi n when the basin was fornmed,
these are thin-skinned faults. These are young.
These do not connect into the basenment. They tip out
into the Wolfcanp. It's likely because the tim ng of
t he basin range extension those dates, the deposition

of the Wbl fcanp.
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But they are there, but we cannot see these
simlar type structures in Southern New Mexico, at
| east on the -- on the distribution on the scal e that
we see down here in Southern Reeves County. That's a
very distinct -- also cannot see these in the Mdl and
Basin either.

Q So when you say we don't see them or you
can't see themin the Perm an or Mdl and, what does
t hat nean exactly? Does that nean that you literally
can't see themor they don't exist or you don't have
to be as concerned about then?

A We can't see themwith this fidelity.
They're not as -- they're not as clear-cut. These
are -- these are very clear. They offset
stratigraphy. You can see themvery blatant in the
sei sm ¢ dat a.

You could bring a lineup fromten
geophysi cists and ei ght of them would agree. You
can't get all ten. But eight would agree that you
could see those. |If you brough up a simlar cross
section in Southern New Mexico or other parts of the
Perm an Basin, it's nuch nore harder to distinguish
t hem

And the thought is it's -- there's a change

in the structural geological in this area. There's
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definitely change in the stress direction as well.

Q We're about to nove off. Well, we have a
coupl e nore slides on there.

A Yes.

Q So let's tal k about those, and then | think
what | would like for us to discuss is your
concl usi ons based on these slides once we finish up
wth this, the orienting on this one.

A So the next slide, which is | believe 136 in
t he packet, this again looks at that. So this is from
the sanme study. At |least the figures on the left are.
And so again, we're |ooking at SHVax, the direction
here again is roughly 330 or 140 degrees, dependi ng on
whi ch way you |l ook at it. Northwest-southeast.

And again, the -- the researchers here took
the fault planes. They interpreted those two figures
i n the panel next to the rose diagram and you can see
that these are alnost vertical faults. The different
val ues are colored roughly 60 to 70 degrees, even
hi gher. And these are oriented roughly parallel to
SHVBx, so again making it nore prone to slip.

But down the right is using a nodel. This
is from FFP, some publicly avail able program And
it's very sinplistic, but it does a very good job of

visualizing the differences in how inportant stress
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direction is.

And so |'ve drawn two orthogonal faults with
each other. And its stress direction here again is
roughly about 140 or 330 degrees. And you can see
that the yellow fault, just based on its orientation,

the core pressure nodel for it to slip is about

300 psi .

A fault orthogonal to it is roughly about
900 psi. And so just based on those two conditions
al one, you can see the difference -- the difference in

the two and how i nportant just the stress direction is
on fault stability.

Again, one of the things |I want to note here
| think is a very good part of the articles. If you
| ook at the Coal son events that are colored on the
bottom plot with the -- the beach ball diagrans again,
that actually is today where the -- where the
magni tude 5 reoccurred as well in this area.

You can see the colors of those events.
Those events are roughly -- the beach balls are
roughly light to nmedium and dark green. The bottom
pl ot of that corresponds to the depth of about 7 to
9 kiloneters in depth fromthe surface.

If you |l ook down further into Southern

Reeves County, you can see that the beach balls were
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nunbered 11, 12, 13, 23, 5, 17, and 16. They're
roughly orange-ish color, which nmeans they're roughly
about 3 to 4 kilometers in depth.

So there's a strong depth differentiation
bet ween | arger earthquakes you see in the Cul berson
SRA, which I noted before, and the events in -- in
Sout hern Reeves County. These are shallower. They're
not as large, and there's a depth depreciation I'm
getting off initially.

The plot on the right is nodified from
Zoback and Gorelick. And | think this is a very
| nportant plot when | think about the potential size
of earthquakes. It is very difficult to get a |large
eart hquake in a very small hole. When you think about
eart hquakes gl obally, the | arge earthquakes, the San
Andreas Fault, the earthquakes that occurred down in
Mexi co, in Japan, those are on faults that are
hundreds and hundreds and hundreds of mles | ong.

They generate very | arge nmagnitude 7 quakes.

There's a direct relationship -- and this is
what this plot is -- is showng -- between the -- the
| ength of the fault and stress built up in the fault
and magni tude. And the correlation is to have big
eart hquakes, you have to have big faults.

So we're thinking about shall ow di sposal,
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shall ow seismcity. Wen we think about shall ow
| i neanents or faults or subsurface. They don't have
the stress built up over tinme to degenerate |arge,
appreci abl e earthquakes. That's just because they're
young. They're not as cranky. And they're -- they
just don't have the stress built up.

When you get | arger earthquakes, magnitude 5
3, magnitude 5 4. Those are on larger faults, and
t hose are generally buried deeper because they have a
hi gher stress built up. And that's just a general
trend in -- in seisnblogy in relationship to faulted
pods.

Q And so we're about to nove on from
seismcity. So |I was hoping you could find a summry
of your conclusions for adm ssion, and then I'I|l have
a followup question after that.

A So when we | ook at seismcity in -- in
relationship to the Perm an Basin, we did a thorough
review, |ooking at, you know, what's -- what's
i nduci ng eart hquakes across the Perm an? W recognize
there's a concern. W're concerned as well about the
i ncrease in seismcity and how it relates to -- to
sal twat er di sposal operations.

And when we | ook at, you know, shall ow

di sposal operations and reflect on seismcity, there's
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key conponents we have to consider. |It's the fault
orientation. |It's the -- the fault length. It's if
there's a fault there. 1It's the pressure change nodel
to understand what potentially slip is and how t hose
are oriented in respect to each other. And so | ooking
at all those criterion together, you know, we feel
that there's a very lowrisk of -- of appreciable
seismcity associated with -- with these two | ocations
or a shall ow disposal in Southeast New Mexi co.
There is, however, as docunented, a nuch

| arger risk of seismcity from deep disposal, which
agai n has been docunented and has been inplenented to
t hrough the OCD s protocols around seismcity. And so
| -- we feel that this, you know -- | ooking at these
pilots provides an optionality to support disposal in
a manner which will mtigate seismc risk.

Q So one of the things that | noticed when |
| ooked at your slides is that there is a |ot of
i nformation on these slides. But you've also cone to
a conclusion. So Chevron wasn't just wanting to show
the Comm ssion this end result; right? You wanted to
al so show the Comm ssion the depth of analysis that
you undertook to reach this conclusion. So you sort
of wanted to show your math?

A Yes, that's correct. Yes.
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Q And are you famliar or have you revi ewed
OCD s conditions of approval or conditions for
approval of adm nistrative applications in Exhibit 117

A Yes, | have.

Q And was there a condition of approval or
condition for adm nistrative applications that
assessed seismcity?

A Yes, there was.

Q And do you feel like the seismcity review
that you did for these two wells would be consi stent
with that requirenment?

A Yes, | do.

Q Let's nove on then to the next two sets of
slides, which relate to your data collection and first
of all your response protocol.

A Yes.

Q So if you could explain to the comm ssi oners
what this slide is and how you devel oped it?

A Yeah, so -- so this is -- this was work that
was undertaken, | nentioned earlier today, through the
NMOGA work group. And so |I'd like to apply industry,
several of which are in the room here from ot her
organi zations that hel ped support this framework. And
| think this is an excellent opportunity for industry

to work together and with -- with regul ators and
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ot hers on managi ng turned around di sposal .

And so what this -- what this puts together
Is essentially taking the cul mnation of what you
heard today on concerns around di sposal interactions
with potential production intervals, you know,
potential seismcity, things |like that, and it puts
toget her a framework which industry can work through
and work together on to not only docunent, collect

data, assess, report, and then manage potential risks.

And so | -- | won't necessarily wal k through
all the text on the right. 1'Il minly just focused
on the -- the colored letter -- the colored words on
the -- on the left side. But essentially, this is
| ooki ng at, you know, once -- once the pilot starts up
and starts injecting and nonitoring, and we'll talk
about the data collection. |If there's an event that

kind of triggers this response, this is howthis w |l
go in theory.

And so if there's an offset producer that --
and this is mainly getting focused on -- on inpacts to
production, quarterly rights, things like that -- if
there's an offset producer that determ nes that
potential interference is occurring and we note that,
you know -- we know we can work with nonitoring our

own producers.
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We hope that other operators, if they see
sonet hing that changes in their -- in their production
profiles or their -- their watercuts overtinme or any
of those information you're bringing a spore to us,
we'd like to set up a discussion. W'd like to
review. Again, we -- we provide information on -- on

FSI in this case or fracture stinulation interference

or FDI. W'd like to review that and rule that out if
that's a case of that -- that change. Today will be

| ooking at the -- the stinulation tinmes of offset
wel | s.

And then if we ruled that out, potenti al
addi tional data collection -- | think it's been

menti oned, tracers, other data collection options to

-- to ascertain potential comrunication. If we | ook
at -- if there's no, you know, comrunication, you
know, then -- then potentially no further interaction.

But if there is, we'd take renedial action.
And those can be a nunber of things. It
could be reduction in the pressures. It could be a

reduction in the injection pressures and a reduction

in the injection rates over tinme. |t could be
potentially pluggi ng back sone of the well. It could
be a conmbination of all -- many things. Again, all of

this could be docunented to the OCD and to i ndustry as
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we progress this.

And then if -- if none of this is
successful, you know, we -- going down, we seek -- you
know, seek resolution with OCD. W recognize the OCD
has the authority to suspend operations at any tine,
and we support that.

But this is a -- | think a robust franmework
I ndustry could work on in laying out a pragmatic
dat a-driven approach to nanage issues around
Injection -- in this case around shallow injection
into the DMG i n Sout heast New Mexi co.

Q And again, this was derived from stakehol der
engagenent ?

A Yes.

Q And as you nentioned that there are
operators in the room outside of the room And
you' ve shared this with the Division in past neetings
with the Division, this framework?

A We have shared this with not only OCD but
also with State Land Ofice and other -- and industry
as wel | .

Q You' ve been talking a | ot about data today
and how that's one of the key aspects of the pil ot
project. So if you wouldn't m nd discussing the slide

for Comm ssioners and giving the comm ssioners nore
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i nformati on about the data you intend to get, but also
why you think the data is inportant?

A So as you' ve heard nmany tinmes today, we are
-- Chevron has a vested interest in collecting a
robust data programwth these two pilot wells.
There's been a | ot of work. They've tal ked about a
| ot of uncertainty in shallowinjection.

My col |l eague Bryce Taylor did sone work on
sonme RT wells, and he only used a few. 'Cause there's
only a few wells that have actual data we can | everage
out of thousands in the Perman. So we |look at this
as a very inportant opportunity to collect a | ot nore,
a very robust dataset, not only for us but for
I ndustry to understand the potential issues.

Sonmeone down here has listed out -- and |
will note this is -- this is not necessarily every
single piece of surveillance. W |ooked at these, and
these are the things that we think are high priority.
Doesn't nmean there may not be other things on the
tabl e, you know, depending on what we'd | ook at. But
these are the things that we think are high priority
and part of our data collection plan.

So I'"'mgoing to briefly run through these
and just their surveillance and what we're -- what's

going to be taken in purpose. And |I'mgoing to kind
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of | abel these into the -- the static perspective and
t he dynam c perspectives.

So first we have the -- the wire line
| oggi ng procedure that's -- that's fairly standard in
the industry. And so this is, you know, the quad
conbo | ogs, ganm ray resistivity, neutron density,
porosity, sonic. And that's |ooking at, you know, the
overall lithology and the reservoir, quality of the
reservoir, stress, things that are core building
bl ocks of the -- of the geol ogy.

O else they're going to run the XMRI | o0g,
whi ch | ooks at fractures. W tal ked about natural
fractures and things like that. [It's inportant to
understanding that, how it goes to nechanic worth
nodel . There were sone questions earlier about
understanding the frac geonetry. This is very
critical to understanding that.

One of the things here, we're going to have
downhol e pressure gauges. Chevron as a program and
any of our shallow disposal wells we drill in the
Perm an, we -- part of our standard protocol is to
I nstall downward pressure gauge.

I[t's very inportant to understand how
pressure changes if we inject over tinme dynam cally.

Dynam cal ly being a key conponent of that. Not once a
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nont h, not once a year, but continuously. Spinner
surveys are sonething we've al so | ooked at,
under st andi ng, you know, high prime interlay zones
where the water is going through injection over tine.

Water chem stry. Chevron has a robust water
chem stry program We | ook at produced water. This
seeds into our -- into |ooking at other things that we
| ook at around -- around potential beneficiary use and
things like that. So this is a robust program

As -- as coll eagues we woul d be running
def ense and separate tests as well. So those are a
| ot of the sonmewhat static information that we coul d
be collecting, sone of the nore dynam ¢ data that we
could be collecting based on information or tracers.
Again, we talked about if there's -- you know, try to
trace where potentially water is going -- is going out
of zone, out of confinenent. This is a good
opportunity to try to understand that.

We have downhol e gauges, depl oyed producers,
nonitor pressure changes or comrmuni cation then
production nonitoring. This is sonething that, again,
one of the -- the highlights and what | tal ked about
earlier in locating these wells where we did and
trying to take into account many different variabl es

I's locating these on top of our own wells.
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It's very chall enging sonetines for
conpani es to share production data for obvious
reasons. But given that these are on top of our own
wells, we -- we can share data with ourself. And so
this gives us the opportunity to have a really high
quality rich dataset |ooking at production changes
very proximal to the -- to the well | ocations.

So again, this -- we feel this is a
cornerstone of our pilot program W think this --
this is going to add a |lot of value not only
internally but also to the industry understandi ng, and
not just in Southeast New Mexico, but across the
Perm an in general. This can be applied a | ot of
pl aces. So we're very, very excited about this, but |
think it's very inportant.

Q So the pilot project is a two-well pilot
project. And so does the data collection sort of
dovetail with the fact that you chose two wells as
your pilot project?

A Yes. It -- it does.

Q And why is that? Do you expect different
data fromthe different wells?

A We expect -- we expect different results
fromdifferent wells, | think. Obviously, we tal ked

about the geology difference in the nodeling we cane
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up with was different. So this allows us to be able
to look at two different |ocations.

You know, it's very hard to forma trend if
you only have one datapoint. And so we're starting
with two. W mght need three, but we -- we felt that
this was adequate to try to further our understanding.
It also dovestail in with other data collection we're
doing in Texas with our operations as well.

Q Let's go ahead and tal k about the next slide
about the tineline for your data collection efforts.

A So thisis -- this is a proposed kind of
guideline. You'll notice it's kind of pre-spud
execution. Injections start up and down the road.

And so this should be | ooked at as a notional kind of

timeline.

There's certain data that you will coll ect
at one point in time. The logs will be run, and those
are the logs, right, when we drill the well. There's

ot her pieces of information |ike pressure data,
production nonitoring, you know, other data that wll
be collected over | onger periods of tinme. They'l]l
report it.

And so -- so this is just a -- just an
overvi ew of kind of howthings will lay out froma --

froma general tinmeline as far as execution. So yeah,
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obvi ously, when we drill the well, we'll be |ogging
it. We'll be doing the DFITs and the step-rate tests.

When we start injection, you know, we'll be,
you know, perform ng, you know, and slow ng down al
pressure gauges, |ooking at how the pressure's
changi ng, and doing sone of the treatnents,
under st andi ng how that is running spinner surveys,
things like that, to understand how the dynam c wel
perfornms over tine.

|'mfeeding into, again, ny colleague Bryce
report on rate change analysis. So |I'd say collect
data, be able to execute that nodeling work to see how
the well is perform ng, |ooking at offset producers.
So this is kind of a just a notional tineline that
| ooks at how data will be coll ected over a period of
tinme.

And this is -- this is, | think, very

| nportant to understand that sone day it wll cone at
once. Sone day it wll conme over tine. Some day it
will -- will conme continuously just based on the --

the nature and the flavor of the data being coll ected.
Q And so one of the things that you nentioned

is a desire to be transparent and to share this data

in a collaborative fashion. Can you explain a little

bit nobre about that to the comm ssioners?
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A Yes. So at a -- at a very high level that
we're commtted to work with OCD in providing this
data in a public format so that everybody can -- can
work on. This is one of the big conversations here
about the industry on -- on how to proceed with this.
| think this is alittle bit newfor a lot of -- of
us.

And -- and nmaybe the OCD on coll ection and
di ssem nation of -- of such a rich dataset. And so we
| ook forward to -- if noving forward put the pilots
working with the OCD on setting up a plan to -- to
store and host data in a certain way.

Q And then the final slide that you prepared
gives a summary of the key takeaways from your
testi nony.

MS. BENNETT: And | don't want anyone
to get the wong idea that it nmeans his testinony is
over though, because | do have a bunch of questions to
ask him
BY MS. BENNETT:

Q But | would | ove to hear your key takeaways

fromyour testinony.

A So | believe I talked on -- on several of
the seismc already, so I'll -- | won't bel abor those.
But | will continue that again. Wen we think about a
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| ot of the data that's been proposed today. And
Chevron is commtted to collecting and providing a
very robust and transparent dataset with these.

We feel it's very inportant not only to the
overall success of the pilot program but -- but just
to the further understandi ng of some of these
uncertainties that we've tal ked about and being able
to provide a ot nmore granular information to perform
nore higher-level nodeling to performnore in-depth
anal ysis than we are able to just because we don't
have enough dat a.

And we're nodeling uncertainty on top of
certainty when we could be actually nodeling, you
know, actual constrained information. And -- and so
we support that -- we support that as part of our
condi tions of approval on -- on collecting data and
dissemnating it as well.

Q Thanks for that. One of the things that we
tal ked about earlier today was -- this is kind of
goi ng back to a question that was posed to
M. Merrifield about how many wells were anal yzed to
come up with a net porosity. And do you have an
answer to that question?

A Yes. It was -- so that -- that worked to

| ook at the overall DMG geol ogi cal understandi ng took
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i nto account hundreds of wells across the Perm an
Basi n.

Q The next kind of questions | wanted to ask
you about were OCD Exhibit Nunmber 11. Have you had a

chance to review that?

A Yes.

Q And | just want to ask you sonme pretty
general questions about it, correcting that | do not
have themin yet. So you reviewed it and -- well, |et

me take a step back and tal k about what Chevron did to
prepare for comng to this hearing today.
Chevron eval uated of fset DMG producti on;

yes?

A Mm hnrm

Q And it evaluated potential inpacts on offset
Aval on production?

A Yes.

Q And ensured adequate | ower and upper
cont ai nnment ?

A Yes.

Q Eval uated faulting and |ineanents that

connect as pat hways?

A Yes.
Q Assessed seismicity to the extent relevant?
A Yes.
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Q Ensured adequate well bore design to protect

SDWs ?

A Yes.

Q You have cone up with reporting for faults?

A Yes.

Q Safety nonitoring and mtigation neasures?

A Yes.

Q So | ooking at the -- well, do you think that
t hose anal yses are consistent with -- consistent with
the Division's proposed guidance in -- in Exhibit 11?

A | believe so.

Q Woul d you consi der those to be sonme sort of

touchstones for the Division to foll ow when eval uating
future shall ow DMG applicati ons?

A | believe so.

Q Let's see. | just wanted to take a quick
| ook at paragraph 2, "Criteria for selection of the

I njection interval, excluding the Lamar |inestone from

an inclusion and departnment interval." 1Is that
sonet hing that Chevron has done or is willing to do?
A Yes.

Q Excl udi ng the | ower Brushy Canyon fromthe
permtted interval? |Is that sonething that Chevron
has done?

A Yes.
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Q Revi ew of the AOR and assessnent of evidence
of natural frac systenms or faults, is that sonething

t hat Chevron has done?

A Yes.
Q So in ternms of the well bore design and
construction -- I'"mnot going to read all of this.

But are these consistent with the well bore design
t hat you have put forth today?

A Yes, it is.

Q We al ready tal ked about Iimting the two
main to 5 foot, 5 inches. W already tal ked about
craving stinulation, additional testing and
nmoni toring, conducting a cenment bottom | og for each
casing string. |Is that sonething that you had
proposed to do in your original application?

A Yes.

Q Conducting a suite of open-hole |ogs over
the approved injection interval and submtting this
information to you if needed. |s that part of your
reporting protocol ?

A Yes, it is.

Q Conducting a successful step-rate test
before injection commences. |s that sonething that
Chevron is willing to do?

A Yes, we are conmmtted to conducting a

Page 283

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

step-rate test, so | really would like to review sone
of the exhibits proposing this tenporary test
pr ocedur e.

Q And that's not because you disagree with
doi ng a separate test. You just have sone questions
about how it is to be perforned?

A That's correct.

Q Sonme inconsistencies in the volunes to be

performed?

A Yes. That's correct.

Q Sone i nconsistencies in the volunmes?

A Yes.

Q And then every two years after commencenent

of the injection permts, you shall obtain a status on

the pressure and review the summary on the perfornmance

i ncl udi ng analysis by fault on a visit. |Is that
sonet hing Chevron's willing to do?

A Yes.

Q And publicized nonitoring where the new wel |
| ocation is covered. It sounds |like you already have

a very robust nonitoring programin place.

A Yes, we do.

Q And then I think |I've touched on everything.
So it sounds like with the exception of wanting to get

sone clarity about the actual nmechanics of the
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step-rate test, Chevron is or is willing to conply
with all of the conditions in Exhibit 11?

A Yes.

Q Did you review the OCD s pre-hearing
st at enent ?

A Yes.

Q Did you see the statenent that the Papa
Squirrel is located in an area not favored for DMG
di sposal due to resource potential ?

A Yes.

Q s that sonething that you agree with based
on your own review and based on your teanis review?

A No.

Q And why is that?

A So when we | ook at the -- the review of the
resource, | think we | ook back at sone of the
hi storical previous reviews of that, they -- they

brought exanples that there are things that are nore
conplicated than when you first | ook at.

Look at the -- if you only | ook at SWD
I nteractions with production, you're only going to
come up with SWD interactions with production. |If you
only |l ook at potential Wl fcanp to Aval on, as an
exanpl e, interactions, you're only going to conme up

wth Wl fcanp to Aval on interactions.
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And so | ooking at everything consistently
under, you know, a new |ight of what's going on in the
basin, what's produced water issues. W feel it's
| nportant to re-look at that and continue to eval uate
It as things change over time. That -- that's our
view and -- and the big reason why we're doing this
pi |l ot program

Q Did you see the Division statenent about
Papa Squirrel being between two areas where increased

wat er saturation has been reported?

A Yes.

Q Is that a concern that M. Parizek addressed
t oday?

A Yes, | believe so.

Q The final questions | have for you -- well,

is there anything that you would |ike to say before we
conclude our tinme together?

A Yeah, just want to reiterate to -- to the
conm ssioners that we feel this is a very robust data

col l ection program and our pilots. W feel that it

will provide a | ot of opportunities to |earn, not only
from-- again, fromour perspective, industry
perspective, but fromthe -- fromthe OCD s

perspective as well as it |ooks at, you know, the --

t he inportant issue around produced water nanagenent
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i n Sout hern New Mexi co.

Q
by you or

A

Were the exhibits that we di scussed prepared
under your supervision?
Yes, they were.

MS. BENNETT: At this tinme I'd like to

move the adm ssion of Exhibits 126 to Exhibit 141.

guesti ons.

questi ons

M. Chair.

MR. FUGE: Any objection?

MR. TREMAI NE:  None.

MR. FUGE: Exhibit so rendered.
(Exhibit 126 through Exhibit 141 were
mar ked for identification and admtted
I nto evidence.)

MS. BENNETT: Thank you.

And | pass the witness for any

MR. FUGE: M. Tremine, do you have
for the wtness?

MR. TREMAINE: | have two questions,

BY MR. TREMAI NE

Q

M. Com skey, thank you for wal king through

sone of your observations on Exhibit 11. I ndependent

of Exhibit 11, your recommendations of the OCD, do you

or Chevron feel that DFIT tests should be perfornmed on

all proposed DMG wel | s?
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A | think -- we think it's a very inportant
understanding to collect dynam c data on stress in the
reservoir properties. Yes.

Q Woul d Chevron be willing to incorporate that
into the recommendation in addition to what we've seen
this before in Exhibit 117

A Yes, | believe so.

Q | want to ask you a follow up question
generally about this stress orientation that you're
t al ki ng about and the seismicity in slides 135 and
136. One of the Division's concerns and in
presentation -- we'll get into that nore later or
tomorrow -- is areas of uncertainty and know edge of
the geology in the area.

And | woul d argue that present conmunication
with Chevron today actually corroborates sone of that
concern that there are certain areas where nore data
I's necessary. When we hear your presentation related
to seismcity, | think it's fair to say that you state
or inplied a relatively high I evel of confidence that
there are not unstable faults in the proposed
I nj ection area.

" mjust wondering if you can articulate and
hel p explain, like, what could be seen as kind of a

delta in that confidence. Wy, when we're talking
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about an area with geol ogic uncertainties, are we
relatively certain about the |lack of faults or |ower
risk seismcity?
A So when we think about fault, right,

that's -- that's a feature that you can map in 3D.
You can connect up those datapoints. It has -- it has
an aperture, it has closure. Wen we think about sone
of the lineanments or sonme of the nechani sns that have
been di scussed have made -- have been conduits to --
to water pool, those are not what we'd call faults.

And so the ability for a lineanment to -- to
generate an appreciable seismc event, it's -- well,
it's very limted. And that's because again, the --
the stress built up in that. How nuch stress is -- is
there, you know, over tinme, the orientation of those.
And so the differentiation between fault and |ineanent
Is a key thing.

VWhen we think about faults, we think about,
you know, whether it's big, you know, the magnitude 4
guake or the |arger earthquakes seen in front of ne,
those are on things that are rooted, |arge features
that we can map. And ny col | eague Jason Pari zek
showed a -- a map of a large fault right through the
area. We can see those. W can handl e those.

VWhen we t hink about |ineanents or fracture
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system those are two different things. And so the
ability for a fracture system necessary to generate a
| arge earthquake is -- well, it's not applicable.

MR. TREMAI NE: Thank you for that.

No further questions. Thank you,

M. Chair.

MR. FUGE: Ms. Hardy, do you have any
questions for the witness?

M5. HARDY: | do not. Thank you.

MR. FUGE: Dr. Anponmah?

DR. AMPOVAH: Yes, sir. | do have a
coupl e.

So let's start from page 126. | wll
probably skip to 127. So on this particul ar page,
definitely you showed that the Papa Squirrel is within
t hat SRA?

MR. COM SKEY: Yes.

DR. AMPOVAH: But the Severitas 2 State
SWD 1 is not in that area?

MR. COM SKEY: Yes.

DR. AMPOMAH. So considering if you
| ook at the deeper zones, where there's a | ot of
m cro-seismc events happeni ng, why woul d you not
consider building this well that's not dealing the SRA

rings, they're deeper. You know, why would you not
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consider building that all the way to Devoni a because
there's no mcro-seismc event there?

MR. COM SKEY: Chevron has two
Devoni an deep SWD wells |l ocated very proximal to

Severitas 2 SWD 1 already. And | won't speak to -- to

econom ¢ thresholds on drilling deep wells and the
cost and inpact. So | -- | won't speak on those, but
we are -- we do have two deep di sposables right there
al ready.

DR. AMPOMAH: Thank you. Now, you
showed a slide where you were conparing a map of
seismc events in Texas and in New Mexi co.

MR. COM SKEY: Yes.

DR. AMPOVAH: \What is New Mexico doing

better than Texas?

MR. COM SKEY: | won't -- | won't
necessarily speak to better. | think that woul d be
nore of an opinion. But | -- | will say the -- the

geology in the basin is different.

So if you look -- if | go to slide --
well, if we go to slide 131 or docunent 131, one of
the things to do is there's a ot nore water being
di sposed in Texas than in New Mexico. There's a |ot
nore water com ng across the state |ine from New

Mexico into Texas. So there's a |ot nore disposal.

Page 291

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

The |ikelihood of induced seismcity from-- from
di sposal operations is -- is | would argue higher.

But al so too the geology's different.
In that seven part of Cul berson County, that's the age
of the -- of the Perm an Basin roughly. There's a

| arge set of old reverse faults. They extend up.

And sone of those are -- are visible on
the -- on a foreign figure on slide 135. If you
| ook -- if you |l ook over, you can see near where it --

It says the Apache Fault Zone. Those are deep fault
zones. So there's a large set of deep faults that are
roughly -- yes, yes.

You see the earthquakes just above it.
There's a large set of -- of reverse faults that
extend in that part of the basin. And so the -- the
hypot hesi s there, again, when you think about the --
t he deposition and the thrust that kind of forned the
basi n back during the -- the order m ssion and the
Silurian and Devoni an tine.

Those faults were -- were activated.
They're reverse faults. Now they're -- now they're
activated normally. And they're oriented in the
manner based on focal nechanism data that are roughly
parallel to the stress direction. And so that area

has a uni que set of -- of circunstances. |t mght not
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be a big fault.

You have a nmechanism which is deep
di sposal, and then you have the orientation of the
fault is roughly parallel to the stress direction. So
you know, conbi ning those ingredients together nakes
that area very sensitive to -- to perturbation. And
we' ve seen through nodeling work and there's been sone
papers published that nodel ed on the order of roughly
10 psi change in those deep formations is enough to
I nduce slip.

I n Sout hern New Mexico, we obviously --
there are deep faults. There are earthquakes, but
It's a slightly different set of ingredients in
Sout hern New Mexi co, so we haven't seen the
proliferation. But again, the disposal volunes are
quite different between Southern New Mexico and the
northern part of the Texas Perm an Basi n.

DR. AMPOMAH: So in your slide 129,
page 129, as we all know, the deep injection is in the
one here, but the mcro-seismc events is way deeper
than that. So based on your expertise, what is really
causing that?

MR. COM SKEY: So the -- the faults
that are down here that are noving, they extend up

into the Silurian/ Devoni an. We can see them And so
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they're acting as conduits of water.

A fault isn't all that it was. It --

i f you think about -- if you think about the San
Andreas fault, we often think about it as one |ong
continuous fault, but we know there's earthquakes in
Los Angeles and there's earthquakes in the Bay Area;
right? But the whole fault doesn't nove.

Very simlar here. | nmean, think about
these faults that are in the basenent. The whole
fault doesn't nove. Only portions of that fault nove
during a period of tine.

And so is injection or pressure
actually the pressure. |It's not direct fluid contact.
It's the pressure. As that pressure goes into those
formati ons and diffuses out, that can create a nore
| asting change in the reservoir. Can also create a
drip pressure, i.e. reducing the effective stress.

And that |ead nme through to direct
transformation into the -- the basenent just through
the -- through the interval or into sone of these
faults. Down the fault, comng to a point where the
fault is even nore critically stressed, inducing slip.
And we've seen that recently, where you have a fault
t hat has noved several different tinmes along the

transect of that fault.
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DR. AMPOMAH. On your page 137, you
tal ked about the framework that industry has a
preference. | want to know at what point does NMOCD
conme see?

MR. COM SKEY: Well, we also have down
here, "Seek OCD resolution.”™ But our goal as the --
as the industry -- and again, the -- we will be
col l aborati ng and communi cating with the OCD t hrough
all of this. W're nore than willing to be
transparent on working with industry. Again, this is
an i ndustry problem on produced water managenent.

And so in vision the OCD could cone in
at any point. W like to keep the OCD or hope to keep
the OCD engaged. But we do recogni ze that, you know,
at sonme point if there's -- there's scranbling with
the other resolution that already is going to agree to
the OCD has the ability to -- to inplenment and renove
the permt or act. And we recognize and support that
aut hority.

DR. AMPOVAH: Yeah, because when | | ook
at it, you know, on your |efthand side, if let's say
no interference, then that neans no action is needed;
right? But | don't see where there is a communication
to NMOCD about |let's say even anything happened.

MR. COM SKEY: So again, | think when
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we ook at this, this is just a -- this is just kind
of a high level, you know, just -- just flow The
whole -- the premise of this is that the stakehol ders

woul d be engaged on this. And it can be the

st akehol ders that are involved in the well, could be a
nobi | e wor ki ng group, and -- and also the OCD for sone
process.

DR. AMPOMAH: Let's |l ook at the data
t hat surveillance program So | want to ask how often
are you using poly DFM to identify natural process?

MR COMSKEY: [|I'm-- |I"mpretty
confident. W've -- we've had good results in using
FDM | ogs across the Perman to identify open and
cl osed heel fractures. W have a -- we have a very
robust in-house technol ogy group and our technol ogy
conpany that -- that's what they do every day that
that's what they do every day is |ook at inmage | ogs
around the worl d.

Sol -- 1 feel very confident. W' ve
had a good success of -- of recognizing fracture
systens, fracture networks within those conceal ed,
cl osed, you know, open.

DR. AMPOMAH: So you want to use the
spi nner soneday to identify the --

MR. COM SKEY: Yes.
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DR. AMPOMAH: And is it you w |
conpare with the | og data?

MR. COM SKEY: Yes.

DR. AMPOMAH. So which | og data are you
going to conpare that to?

MR. COM SKEY: So when we think about
the high -- again, these are -- these are sandstone,
so we can | ook at the transects. M coll eague Tom
Merrifield noted that.

So we can | ook at the porosity trends
in these sands, depositional geology if you're in a --
you know, if you're |ooking at a Bouma sequence
| ooki ng at those upper finding sequences and | ooki ng
at where the high porosity, thick channeling sands,
bl ocky sands, so we can |ook at that fromthe -- the
porosity and neutron density.

And they correlate that to perneability
that we -- there are -- | would probably defer to ny
col |l eague Tom Merrifield on any nore detail on that.
But it's a pretty standard processi ng and sands and
then relating that to -- to, you know, high clean
zones for water.

DR. AMPOVAH: Yeah. For water, that is

-- | still feel, just a suggestion, but you m ght want
to still consider recording sone of these productive
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| oss, |ike sonme of these injector zones. It could be
easy conparing.

MR. COM SKEY: And -- and to add to
that, we do have cork that we have coll ected in other
ei ther disposal wells -- or not disposal wells, but
wells we drilled through the DMG to hel p constrain the
nodel s for those pour process. It's not |ike we don't
have any core at all. W do have core to it but.

DR. AMPOMAH: So it's an accident then.

MR. COM SKEY: That's right.

DR. AMPOMAH. Now, so when | | ook at
your program | see a lot of stunted data collection.

MR. COM SKEY: Yes.

DR. AMPOMAH: Less than our data
collection. But | do see you do have the production
noni t ori ng.

MR. COM SKEY: Yes.

DR. AMPOMAH:  So | want to know he --
" mjust going to recommend that you shoul d consider
dynam c¢ nodeling, sinmulation, and al so coupled with
your mechani cs too.

MR. COM SKEY: So we -- we do have that
list. W are going to take that. So we're doing --
we are currently doing mechanic worth nodeling in

this. And so this dynamc data will help feed into
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t hat nmechanic worth nodel over tine.

My col | eague Bryce nentioned sone of
the RTA work. This will help feed that. And so we
are -- we do have robust data nodeling. M coll eague
Jason Parizek, he showed sone of the nodeling work
t hat was done on the -- on the line -- the line frac
nodel i ng.

We have -- we do -- again, are -- are
expandi ng upon that nodeling work as we get nore
dynam c data to be able to, you know, constrain the
nodel s and be able to push the nodels further. So
we -- we are | ooking at that in-house as well.

DR. AMPOMAH. Yeah, but you said you do
t he mechanics. But what about the hydrodynam c? More
conpl ex than the one that Kappa will give you and then
the fracture and then also the potentially gone?

MR. COM SKEY: So when we think about
going to nore conplicated nodeling, | think the
limting factors are the data quality and the data
abundance. You -- we can go to a very, very
conplicated dynam c nodel, but if the data we have
I sn't robust enough to support that, the results, |
woul d argue, are -- are fairly anbi guous.

So we've seen a |lot of high value and

-- and running nore sinplistic nodels for the
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guestions you're trying to get after. Think when we
take a step back and | ook at the overall status of
just disposal and data collection associated with
that. It's very limted.

And so taking a step to collect this
data | think is a big step. W hope to continue to
progress that. | nean, to nore data acquisition than
others. WMaybe we'll get nore -- nore conplicated
nodeling efforts. But thinking of the current
position we're in right nowwth just the data we
have, | see a lot of value for the nore sinplistic
nodel s and a ot nore uncertainty in the nore
conplicated nodels just because the data we have
doesn't necessarily support that.

DR. AMPOMAH: So in regards to the
tracer, so based on the earlier analysis, you didn't
have control over the other well. Are you saying that
you're going to have control over the wells to be able
to performthe tracer test?

MR. COM SKEY: Yeah. Yeah, one of the
key things is, you know, we start running. W can --
we | ook at this and we need -- we see the need to run
tracers. Qobviously, we're going to have the wells,
you know, next to us so. And when we execute a tracer

program if you're trying to understand a particul ar
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guestion or understand sonething, having the, you
know, control of the wells nearby to be able to test
that is very inportant.

I f you have other -- other operators or
conpanies, trying to get on the sane page sonetines
can -- can be a challenge. So that's a -- that's a
strategi ¢ advantage and part of the reasons why we
pi cked these | ocati ons.

DR. AMPOMAH: | don't believe | can ask
guestions related to the Exhibit 11 because they don't
tal k about it.

MR. FUGE: The witness testified to it.
So you can ask questi ons.

DR. AMPOMAH: So if we can go to that
one. And | do have sone few questions.

So as we review Chevron's application,
my first question is so you can go to OCD isn't it?

MS. BENNETT: ©Oh, OCD. |'m sorry about
t hat .

DR. AMPOMAH: So the first question
that | have is the first one. You know, nunber one,
approved | ocations outside the identified well
productions till deleted by the -- and provided by the
-- as an except, so in one of your wells, you are

wthin that area.
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MR. COM SKEY: | believe we're actually
in that area in both wells.

DR. AMPOMAH. You're in that area in
bot h, yeah. In both wells in that area.

MR. COM SKEY: Yes.

DR. AMPOMAH: So does your
conmuni cation satisfy the adnonition?

MR. COM SKEY: It does not. And -- and

again, the reason why we're trying to re-look at this

I's that, you know, we -- we understand there's concern
on this. But generally, drawing a -- a big circle on
a map and saying, "Don't go in here anynore" is -- is

maybe not the best approach when we think about a
| ong-term strategy of produced water managenent.

We understand there's risks. That's
why we -- we cone here today. That's why we're
presenting this robust data collection program
That's why we're dissemnating it. W think that
agai n having a data-driven pragmatic approach to
di sposal is probably a better and nore advant ageous
way to understand the risks. So that is why -- that's
why they're pushed together.

DR. AMPOMAH: WAs Chevron part of that?

MR. COM SKEY: | believe Chevron was
part of that, yes. | -- |1 was not a part of that
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group. | was not enployed at Chevron at the tine.

DR. AMPOVAH. So was it nore like a
general know edge or is a settled group -- |ike, yeah,
"1l buy them back?

MR COMSKEY: So | -- | would argue
t hat things change. When this -- when this was put
up, there was -- there was good work that was brought
forth in my opinion on this.

| think we provided testinony that
again if you only | ook at disposal related
i nteractions with production, you' re probably only
going to cone up with disposal related questions. |If
you only look at fracture driven interactions or FSIs,
you're only going to -- you're only going to conme up
with that. So | ooking at everything holistically, is
just probably a good approach.

| mean, also too, | would al so suggest
that in 2015, 2016, 2017, the concern around produced
wat er managenent was not what it is today. The rise
of seismcity has definitely inpacted industry. It's
created | think a step change in how we need to handl e
it.

The anmount of water that we're handling
on a daily basis is -- it's never been worked at

before in the history of our industry on this scale.
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And so | think re-looking at all options and how we
can -- can nmanage that is very inportant. So | think
it's a nultitude of things.

DR. AMPOMAH: So does that nean that if
t he comm ssi on agrees to Chevron's request, that one
needs to be struck down or sonething?

MR. COM SKEY: | would argue that maybe

It's nore of a taking a data-driven approach to

di sposal within -- within the -- the Aval on production
area. | think that's the way that Chevron is
advocating for this. W -- we aren't advocating for a
free for all in disposal. W're -- we're advocating
for again a data-driven, pragmatic approach to -- to
under st andi ng di sposal in -- in the area.

DR. AMPOVAH: So on 2Bm exclude the
| ower Brushy Canyon formation fromthe interval. So |
know t hat you said Chevron was saying it's just going
to be different. "W are not going to do any
i njection there." But it's still part of what you

want the canyon for.

MR. COM SKEY: Yes, and | -- | believe
we're not drilling -- we're not drilling into the
| ower Brushy. We're drilling into the upper portion

of the Brushy. The Brushy is roughly 1,000 feet
t hi ck.
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DR. AMPOMAH: So there is a separation?

MR. COM SKEY: Yes. Yes. W're not
drilling through the whole Brushy. W're not drilling
into the lower Brushy. W're drilling into the top
portion, logging it, collecting the data, and then
again, as was common early in testinony, it will be
seal ed of f.

DR. AMPOVAH: Now, 3C. You've pl anned
oxi di zing. You've planned oxidizing as part of your
denolition plans. That's --

MR. COM SKEY: | -- | don't believe it
does. | mean, we're conmtted to -- to adhering to
the permt. And we keep making sure that the fluids
are conplying within the injection interval for the
U C program

DR. AMPOMAH. So NMOCD i s al so
proposi ng 4F. So OCD should establish a process to
all ow the use of existing data i mging in disposal
wells as exploration wells, including pressure
nonitoring. Now, when | |ooked at -- | need to know
definitely you were going to have the pressure
measurenent. |Is it downhole or?

MR. COM SKEY: It's -- we'll have
service injection pressure nonitoring and al so

downhol e reservoir pressure nonitoring. Yes.

Page 305

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

DR. AMPOMAH: So do you support that
point? Can Chevron agree to that?

MR. COM SKEY: Absolutely. If -- if
there are abilities to | ook at existing DMG di sposal s
for nonitoring, absolutely.

DR. AMPOMAH: Thank you, and thanks for
you know edge on mcro-seismcity. It was exact.

MR. FUGE: M. Bl oonf

MR. BLOOM Yeah, just a couple
guestions. If we go back to 3C for a second.

Does an acid treatnent create new
fracture systens?

MR. COM SKEY: No. | nean, the acid
treatment we're looking at is mainly on the cl eanout
side. It's to -- you know, it was common earlier to
| ook at skin, you know. You know, clean up sone of
the near well bore. Things |like -- that's the purpose
of the action. Acid injections.

MR. BLOOM Just wanted to clarify
that. Thank you.

| appreciate your analysis on the
future proposed seismc nonitoring program | hope
that that data is publicly available or that there's
sone way that the Land O fice can access that as you

put out the program
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We have -- OCD has its SRA to pick
t hrough and does analysis, but the Land O fice, we
al so have an in-house review that we do before we
I ssue any salt water to federal easenents. So | don't
know t hat we need all the data dunped on us, but
havi ng a system where we can get in and see what

you've sent over and be very smart of you to be

hel pf ul .

MR. COM SKEY: Absolutely.

MR. BLOOM  Thank you.

MR. COM SKEY: And in the present?

MR. BLOOM That's it.

MR. FUGE: | just have a couple. [|I'm
on page 137, the sort of notional structure. | think

t hi s makes sense as sort of a decision tree and
appreciate the notion of, you know, keeping the OCD
I nvol ved but sort of limting, you know, direct
engagenent so, like, we can't sort through it

ourselves. So | sort of appreciate that in the

structure.

| do have a question about the first
one, and nore just well, | have two questions. One,
how wi Il new producers in the area know about this and

ot her structure? O do you think that universe is

wel | -defined, that when we issue the approval, the
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uni verse of producers that m ght be inpacted are going
to be already known?

MR. COM SKEY: So obviously, we -- we
can only comunicate this through the -- the DMG work
group, but there's NMOGA. And so that helps a |ot.

We also reach out in IPAM So I'm-- |'m engaged in
the -- the deep -- the working group that covers that.

And so and then too obviously through
-- through our work with Rowena [ph] G oup, we would,
you know, be happy if -- if we felt Iike we had
avai l able to notify any operators through any of that,
we' ve reached out through our main contacts to nake
t hat establishnent.

MR. FUGE: That's hel pful. Thank you.
And then would the potential interference, the sort of
producer potential interference and | sort of see sone
exanples of data. It reads to nme a little bit kind of
the first tine | looked at it is, is this a stunbling
bl ock? Like we're going to argue about whet her
there's potential interference?

O is this is sort of |ike she suggests
t hat maybe interference either via watercuts or other
changes, and then you imediately junp into the green
box, which is sort of the intent. They conme in with

sone data that "Hey, we're seeing increased water
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production,” you'd go into that sort of resol ution

process?

MR. COM SKEY: Yes.

MR. FUGE: Just want a clarification in
the testinony. |'mon page 138. You tal ked through a

| ot of the sort of various data collection
surveill ance portions of the program | guess in your
sort of affirmative direct testinony, | took the | ast
three as things that m ght be done. But then in your
exchange with Dr. Anpomah, it sounded |ike those were
t hi ngs that woul d be done as part of the depl oynent.
Which is it?

MR. COM SKEY: So -- so if we |ook at
-- so tracers -- tracer things that may be run. The
reason for it is if we don't -- we're just punping
tracers in the ground, we're not seeing anything, we
could punp forever. And there's noney.

But downhol e gauge and the offset
producers, we already have those deployed. Those were

al ready hand nonitoring wells, and so those are there.

And then production nonitoring is sonething we -- we
do continuously. So -- so the bottomtwo are
happening. The tracers are sonething we -- we may
deploy if -- if there's a reason for it. Yes?

MR. FUGE: On page 140, you tal ked
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about sort of data reporting and other things |ike
that. Just to clarify here kind of in the -- maybe |
was just a little confused with sort of the |ast two.
s there a suggestion that OCD woul d be getting sort
of a distilled version of the dataset that operators
were getting, or would y'all be getting the sane?

MR. COM SKEY: So and this -- this
woul d be an opportunity we'd | ove to engage the OCD
on. We would like to put all the data in one
| ocation. We don't -- we don't want to manage a share
point for every operator and every financi al
st akehol der.

So we would like to provide all the
data, interpreted, raw data. W -- we |look at this as
maybe having quarterly updates on this with OCD, so
everybody's | ooking at the sanme data. There isn't
"you | ooked at this, | |ooked at that." And one
| ocati on, a one-stop shop.

MR. FUGE: And then just to clarify one
comment. You don't need to pull it up. But there was
one in OCD s Exhibit 11 about sort of a requirenent to
provi de sone publicly available seismc -- | think you
answered it you do have a robust network but ny
understanding is the robust network you have is

private mcro-seismc, which is alittle trickier. So
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do you have a position on the public aspect?

MR. COM SKEY: So -- so the agreenent
that we had with the provider and the conpanies is
that we can provide that. W can provide the -- the
| ocations of our first quakes and exact attitude to
OCD. And we -- we have before.

So -- so that is -- again, we also
support expanding the New Mexico territory we've
di scussed as well. But -- but that -- that data, you
know, if -- if needed can be provided.

MR. BLOOM And then | think the | ast
conponent, and this is just sort of a, you know,
conceptual piece. And again, it's a question | asked.
| forget of which witness. It may have been you in
your first round of testinony.

VWhen | think pilot, there's sort of
| i ke a | esson | earned conmponent with the data and a
firmcom tnment to sort of report out at an interval.
And so | see and it's not sort of reporting out on
every kind of triggering event that's there.

But what |'m not seeing in the proposal
iIs a sort of like "Five years out, we will give a
rollup like the Comm ssion has seen for certain" acid
bath well. | can think of nore recently to tal k about

It as a conponent. Am | mssing that elenment, or is
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It not present?

MR. COM SKEY: It's -- it's probably
not present. And we -- that'd be sonmething we'd | ove
to work onif -- if the permts are -- are approved
wth -- with you and your staff just -- just to work

out a plan on designation, we kind of envisioned
havi ng regul ar updates and then -- and then as you
menti oned maybe nore m | estone updates as well.

MR. FUGE: Yeah, | nean, | think at
| east fromwhere I'msitting now, | nean, if the
Comm ssion were to i ssue an order with a pilot, |
think I would want at |east -- just putting out there.
Woul d you be open to if we put in a sort of -- there
was a mlestone report at sonme neani ngful nunber of
years out where it's going to open a discussion there
to incident five, ten, you know, m |l estones?

MR. COM SKEY: Yes, we would be open to
sonething like that. Sure, UGS.

MR. FUGE: | have no further question.
And m ndful of --

Ms. Bennett, do you have a?

M5. BENNETT: Yes. May | do two really
brief redirects?

MR. FUGE: Yeah. Yep.
/1l
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EXAM NATI ON
BY MS. BENNETT:

Q So on Exhibit 11, M. Anpomah asked you a
questi on about whether you fit within or Chevron fits
within the 1A because your two | ocations are within
the DMGRA. But as | read this, it says that it's the
recomrendation for adm nistrative review, not
approval, per se. Is that a fair rating of this 1A is
limted to adm ni strative applications?

A | believe |ooking at that that's correct.

Q And you're here before the Comm ssion on a
full hearing and not seeking adm nistrative approval
of these applications?

A Yes, that's correct.

Q And woul d you be willing to nove forward
with hearings to the extent required in the future for
ot her DMG di sposal wells that were within the DMGRA?

A Yes, we woul d.

Q And then Dr. Ampomah al so asked you a
guesti on about whether the NMOGA DMGRA is sort of Ilike
this set in stone, exclusionary -- for lack of a
better word -- that the operators sort of acceded to
over the years.

And that nmade nme think of the fact that

there are nmultiple operators who were a part of that
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wor ki ng group who have supported your projects. So do

you know if XTO was part of that original working

group?
A | believe they were. Yes.
Q How about Ci marex?
A | believe they were.
Q Mewbour ne?
A | believe they were.
Q Chevron?
A Yes, Chevron was.
Q So do you think it's fair to say that

there's been an evolution in thinking since 2016
that's shared by nore than just Chevron?

A Yes, | believe so.

Q And that evolution in thinking is what
you're presenting to the conm ssion at this tinme?

A Yes.

MS. BENNETT: Thank you. Those are the
only redirect questions | had.

MR. FUGE: Are you reserving?

M5. BENNETT: Yes. | would like to
reserve with the opportunity to recall M. Com skey as
a rebuttal witness if necessary.

MR. FUGE: Well, in light of the tine,

| think we're at a natural breaking point since
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Chevron, | believe, is finished presenting its

witness. So we will resume tonmorrow norning at 9 a.m

with OCD s wi tnesses.

For those listening in, and this was in
all of the announcenents announcing the neeting, there
Is a different link for tonmorrow norning' s neeting.
Just go to the agenda, click on it. Just click on the

link for Day Two. And we will start pronptly at nine.

Thank you.

(Wher eupon, the neeting concluded at

4:57 p.m)
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24
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CERTI FI CATE OF DEPOSI TI ON OFFI CER

I, JAMES COGSWELL, the officer before whom
t he foregoi ng proceedi ngs were taken, do hereby
certify that any witness(es) in the foregoing
proceedi ngs, prior to testifying, were duly sworn;
t hat the proceedi ngs were recorded by ne and
t hereafter reduced to typewiting by a qualified
transcriptionist; that said digital audio recording of
said proceedings are a true and accurate record to the
best of nmy know edge, skills, and ability; that | am
neither counsel for, related to, nor enployed by any
of the parties to the action in which this was taken;
and, further, that | amnot a relative or enpl oyee of
any counsel or attorney enployed by the parties
hereto, nor financially or otherwise interested in the

outcone of this action.

Ty

JAMES COGSVELL
Notary Public in and for the

State of New Mexico
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CERTI FI CATE OF TRANSCRI BER

|, KIRSTEN FI TZGERALD, do hereby certify
that this transcript was prepared fromthe digital
audi o recording of the foregoing proceeding, that said
transcript is a true and accurate record of the
proceedi ngs to the best of nmy know edge, skills, and
ability; that I 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

otherwise interested in the outcone of this action.

{

KI RSTEN FI TZGERALD
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