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1 CHAIRMAN FESMIRE: At t h i s time w e ' l l go 

2 on the record. The record should r e f l e c t t h a t t h i s i s 

3 the Wednesday, December 16th, 2009 meeting of the New 

4 Mexico O i l Conservation Commission, and t h a t a l l three 

5 Commissioners are present, Commissioner Bailey, 

6 Commissioner Olson and Commissioner Fesmire. 

7 The record should also r e f l e c t t h a t the f i r s t 

8 order of business before the Commission t h i s morning i s 

9 the adoption of the minutes from the November 4th, 2009 

10 regulary-scheduled meeting. Have the Commissioners had 

11 the o p p o r t u n i t y t o review the minutes? 

12 COMMISSIONER BAILEY: Yes, I have, and I 

13 move t h a t we adopt them. 

14 COMMISSIONER OLSON: I ' l l second t h a t . 

15 CHAIRMAN FESMIRE: A l l those i n favor of 

16 adopting the minutes as submitted by the secretary 

17 s i g n i f y by saying aye. Let the record r e f l e c t t h a t the 

18 minutes were unanimously adopted, signed by the Chairman 

19 and t r a n s m i t t e d t o the secretary f o r recording. 

2 0 The next order of business before the 

21 Commission i s Case Number 14055, the a p p l i c a t i o n of the 

22 New Mexico O i l Conservation D i v i s i o n f o r a compliance 

23 order against C&D Management d/b/a as Freedom Ventures 

24 Company. Counsel has been asked t o d r a f t two orders. 

25 The f i r s t i s the order i n the case. Have the 
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1 Commissioners had a chance t o review t h a t order? 

2 COMMISSIONER BAILEY: Yes, I have, and I 

3 in t e n d t o sign t h a t order. 

4 CHAIRMAN FESMIRE: Commissioner Olson, 

5 have you had a chance t o review i t ? 

6 COMMISSIONER OLSON: Yes, I've also 

7 reviewed t h a t and I'm ready t o sign i t , as w e l l . 

8 CHAIRMAN FESMIRE: Let the record r e f l e c t 

9 t h a t I , too, have reviewed the order, and i t c o r r e c t l y 

10 memorializes the decis i o n of the Commission i n t h i s case. 

11 At t h i s time the Chair would e n t e r t a i n a motion t o adopt 

12 the order as presented. 

13 COMMISSIONER BAILEY: I move we adopt the 

14 order. 

15 COMMISSIONER OLSON: I ' l l second t h a t . 

16 CHAIRMAN FESMIRE: A l l those i n favor 

17 s i g n i f y by saying aye. Let the record r e f l e c t t h a t the 

18 order was unanimously adopted, signed by the members of 

19 the Commission and t r a n s m i t t e d t o the secretary f o r 

2 0 recording. 

21 The next order of business i s also i n t h a t 

22 case. I t ' s the ev a l u a t i o n of the order denying i n p a r t 

23 and g r a n t i n g i n pa r t C&D Management Company d/b/a 

24 Freedom Ventures' motion f o r a continuance, and i n the 

25 a l t e r n a t i v e , f o r an extension of time w i t h i n which t o 
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1 f i l e requests f o r f i n d i n g s of f a c t and conclusions of 

2 law. Have the Commissioners had the o p p o r t u n i t y t o 

3 review t h i s order? 

4 COMMISSIONER BAILEY: Yes, I have, and I 

5 move t h a t we also adopt t h i s order. 

6 COMMISSIONER OLSON: I've reviewed t h a t , 

7 as w e l l . I ' l l second t h a t motion. 

8 CHAIRMAN FESMIRE: A l l those i n favor of 

9 adopting t h i s order as presented, s i g n i f y by saying aye. 

10 Let the record r e f l e c t t h a t the motion was unanimously 

11 adopted and t h a t the order has been signed by the 

12 Commissioners and t r a n s m i t t e d t o the secretary. 

13 The next order of business before the 

14 Commission i s Case Number 14041, the de novo a p p l i c a t i o n 

15 of the New Mexico O i l Conservation D i v i s i o n f o r a 

16 compliance order against Marks & Garner Production 

17 L i m i t e d Company and a request f o r a determination of 

18 noncompliance w i t h OCD Rule 19.15.5.9 NMAC f o r v i o l a t i o n 

19 of an order r e q u i r i n g c o r r e c t i v e a c t i o n . Are counsel i n 

20 t h i s case present? 

21 MS. ALTOMARE: Yes. 

22 MR. PADILLA: Yes. 

23 CHAIRMAN FESMIRE: We'll take the e n t r y of 

24 appearance of counsel. 

25 MS. ALTOMARE: Mikal Altomare on behalf of 

PAUL BACA PROFESSIONAL COURT REPORTERS 
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1 the O i l Conservation D i v i s i o n , and I have one witness 

2 today. 

3 MR. PADILLA: Ernest P a d i l l a f o r Marks & 

4 Garner. I have one witness. 

5 CHAIRMAN FESMIRE: Thank you. Are you 

6 ready t o begin, Ms. Altomare? 

7 MS. ALTOMARE: We are. 

8 CHAIRMAN FESMIRE: Do you have an opening 

9 statement? 

10 MS. ALTOMARE: Yes. Thank you, Mr. 

11 Commissioner. May i t please the Commission, we are here 

12 today merely only on one s i n g l e issue. This case has 

13 already come t o hearing twice on the m e r i t s , once before 

14 the D i v i s i o n Hearing Examiner and then also before t h i s 

15 Commission. 

16 An order was issued by t h i s Commission back i n 

17 September of 2008, d i r e c t i n g the Respondent Marks & 

18 Garner t o do a laundry l i s t of very s p e c i f i c t h i n g s t o 

19 b r i n g i t s w e l l s i n t o compliance. I t f a i l e d t o do so, and 

2 0 at t h i s time we are moving under what i s commonly known 

21 as Rule 5.9 f o r an order simply f i n d i n g t h a t i t f a i l e d t o 

22 comply w i t h t h a t order issued by t h i s Commission. 

23 The evidence and the testimony t h a t we are 

24 presenting today i s s t r i c t l y l i m i t e d i n scope t o t h a t 

25 s i n g u l a r issue today. What we are asking f o r i s , i n 
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1 keeping w i t h what we have submitted as E x h i b i t F, which 

2 i s what we see as precedent i n t h i s matter, which was an 

3 order t h a t was issued i n a matter i n v o l v i n g Saba, 

4 operator, and i t i s a very s t r a i g h t f o r w a r d order, and'we 

5 t h i n k i t would be i n s t r u c t i v e t o the Commission i n t h i s 

6 matter. And at t h i s p o i n t i n time, I t h i n k the r e s t of 

7 the evidence w i l l speak f o r i t s e l f . 

8 CHAIRMAN FESMIRE: Mr. P a d i l l a , do you 

9 have an opening statement, or would you l i k e t o reserve 

10 i t ? 

11 MR. PADILLA: I ' l l reserve. I also o b j e c t 

12 t o the i n t r o d u c t i o n of the Saba order. I t h i n k while i t 

13 may be an example, i t doesn't necessary comply w i t h the 

14 evidence t h a t ' s going t o be here. I t h i n k an order t h a t 

15 the Commission issues as a r e s u l t of t h i s hearing would 

16 be appropriate, and I suppose t h a t they could -- the 

17 Commission could take i n t o c o n s i d e r a t i o n the Saba order 

18 as an example, but i t has nothing t o do w i t h the merits 

19 of t h i s case. 

2 0 MS. ALTOMARE: I would argue t h a t i t i s 

21 l e g a l precedent. I t i s p u b l i c record. We are asking 

22 t h a t the Commission take a d m i n i s t r a t i v e n o t i c e t h a t i t i s 

23 a previo u s l y - i s s u e d order on an i d e n t i c a l issue t h a t we 

24 are presenting before i t today, and t h a t i t i s an order 

25 upon which our primary witness i s r e l y i n g i n e x p l a i n i n g 
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t o the Commission what we are asking f o r i n t h i s matter. 

2 CHAIRM7AN FESMIRE: Ms. Altomare, are you 

3 moving f o r adoption of the e x h i b i t now? 

4 MS. ALTOMARE: No. I n the course of our 

5 p r e s e n t a t i o n of evidence, I w i l l have my witness 

6 reference i t as an example of what we are asking f o r i n 

7 

8 

9 

t h i s case and ask t h a t the Commission take a d m i n i s t r a t i v e 

n o t i c e t h a t i t i s the l e g a l precedent i n t h i s case. 

CHAIRMAN FESMIRE: Mr. P a d i l l a , w e ' l l go 

10 ahead and, a f t e r she's l a i d a foundation f o r the e x h i b i t , 

11 w e ' l l r u l e on your o b j e c t i o n . 

12 Mr. Sanchez, please r a i s e your r i g h t hand and 

13 be sworn? 

14 (The witness was sworn.) 

15 J. DANIEL SANCHEZ 

16 Having been f i r s t duly sworn, t e s t i f i e d as f o l l o w s : 

17 DIRECT EXAMINATION 

18 BY MS. ALTOMARE: 

19 Q. Mr. Sanchez, can you please s t a t e your f u l l 

20 name f o r the record, please? 

21 A. Daniel Sanchez. 

22 Q. And what i s your t i t l e w i t h the Division? 

23 A. I'm the compliance and enforcement manager. 

24 Q. And you t e s t i f i e d i n t h a t capacity at the 

25 hearing t h a t was p r e v i o u s l y held on the merits of t h i s 
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1 matter; i s t h a t correct? 

2 A. Yes, I d i d . 

3 Q. At t h i s time, I ' d l i k e t o d i r e c t your 

4 a t t e n t i o n t o what has been labeled E x h i b i t A f o r the O i l 

5 Conservation D i v i s i o n . Do you have t h a t i n f r o n t of you? 

6 A. Yes. 

7 Q. Can you i d e n t i f y t h i s document f o r the record? 

8 A. E x h i b i t A i s the order of the Commission i n 

9 Case Number 14041. 

10 Q. That i s Order Number R-12963-A? 

11 A. Yes. 

12 Q. What was the date of issuance of t h i s order? 

13 A. September 11, 2008. 

14 Q. Before we get i n t o the s p e c i f i c s of t h a t 

15 order, j u s t t o go ahead and i d e n t i f y a couple of these 

16 e x h i b i t s f o r the record so t h a t we can r e f e r t o them 

17 throughout your testimony, I ' d l i k e t o go ahead and r e f e r 

18 your a t t e n t i o n t o E x h i b i t s B, B l , C and Cl. 

19 CHAIRMAN FESMIRE: Ms. Altomare, we're 

20 having a l i t t l e b i t of t r o u b l e f i n d i n g E x h i b i t A. 

21 MS. ALTOMARE: There was some confusion i n 

22 t h i s case because t h i s case has been reset so many times. 

23 There were two packets of e x h i b i t s t h a t were f i l e d i n 

24 t h i s matter, so you should have been provided w i t h 

25 e x h i b i t s back i n September, as w e l l as a packet of 
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1 e x h i b i t s r e c e n t l y given you -- due t o budgetary 

2 c o n s t r a i n t s , I d i d not recopy the e n t i r e set of e x h i b i t s 

3 t h a t were supplied. 

4 CHAIRMAN FESMIRE: E x h i b i t A i s going t o 

5 be our 12963-A? 

6 MS. ALTOMARE: Correct. That was supplied 

7 back on September 3 0th, 2009, when I f i l e d my o r i g i n a l 

8 pre-hearing statement i n t h i s matter. I apologize. I 

9 appreciate your patience. I simply d i d not want t o 

10 recopy -- d u p l i c a t e e f f o r t s and paper unnecessarily i n 

11 t h i s matter. 

12 I t might behoove everyone maybe t o p u l l out 

13 the previous set and combine them, because what I've done 

14 i s , b a s i c a l l y , update E x h i b i t s B, C, D and E, r a t h e r than 

15 adding voluminous e x h i b i t s . Then there's an a d d i t i o n a l F 

16 and G e x h i b i t . 

17 CHAIRMAN FESMIRE: For some reason 

18 Commissioner Olson d i d n ' t get h i s . 

19 MS. ALTOMARE: He d i d n ' t get the September 

20 set, or the --

21 CHAIRMAN FESMIRE: He d i d n ' t get E x h i b i t 

22 A. W e ' l l proceed. 

23 MS. ALTOMARE: I apo log ize . I was s imply 

24 t r y i n g t o keep the copying t o a minimum. I ' m sure the 

25 Commission can understand. 
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CHAIRMAN FESMIRE: Believe me, as the guy 

2 who signs those invoices, I understand. 

3 MS. ALTOMARE: I s everyone situated? I 

4 apologize. 

5 CHAIRMAN FESMIRE: Yes . 

6 Q. (By Ms. Altomare) I f I could d i r e c t your 

7 a t t e n t i o n t o E x h i b i t s B, B l , C and Cl. Can you i d e n t i f y 

8 what these documents are? 

10 f i n a n c i a l assurance r e p o r t which was p r i n t e d September 

11 30th, 2009. Bl i s the same r e p o r t , but updated as of 

12 December 8, 2009. E x h i b i t C i s the i n a c t i v e w e l l l i s t , 

13 once again p r i n t e d on September 30th, 2009, and E x h i b i t 

14 Cl i s t h a t updated l i s t as of December 8, 2009. 

15 Q. So E x h i b i t s B and C represent the status of 

16 Marks & Garner as of the o r i g i n a l f i l i n g of the 

17 pre-hearing statement as t o f i n a n c i a l assurance and 

18 i n a c t i v e w e l l s , and Bl and Cl are the updates t h e r e t o 

19 p r i n t e d r e c e n t l y f o r the r e c e n t l y f i l e d pre-hearing 

2 0 statement? 

21 A. That's c o r r e c t . 

22 MS. ALTOMARE: Have a l l the Commissioners 

23 been able t o locate those? 

24 CHAIRMAN FESMIRE: Yes. 

25 Q. (By Ms. Altomare) R e f e r r i n g back t o E x h i b i t 

9 A . E x h i b i t B i s the i n a c t i v e w e l l a d d i t i o n a l 
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1 A, which i s the order, d i d t h a t order r e q u i r e Marks & 

2 Garner t o r e t u r n c e r t a i n w e l l s t o compliance e i t h e r by 

3 plugging and abandoning, o b t a i n i n g a temporary 

4 abandonment status approval or r e t u r n i n g them t o 

5 b e n e f i c i a l use by a c e r t a i n deadline? 

6 A. Yes. Item 1 of the o r d e r i n g paragraphs does 

7 give them u n t i l December 10, 2008, t o b r i n g 13 w e l l s i n t o 

8 compliance, or a l i s t of w e l l s . I t ' s on -- the l i s t i s 

9 on page 10 of t h a t order. 

10 Q. I t begins on page 9; i s t h a t r i g h t ? 

11 A. Yes. 

12 Q. And w e ' l l go over t h a t i n a l i t t l e f u r t h e r 

13 d e t a i l i n a moment. But, i n general, d i d they meet t h a t 

14 deadline? 

15 A. No. 

16 Q. And was a deadline set f o r Marks & Garner t o 

17 post a d d i t i o n a l f i n a n c i a l assurances f o r outstanding 

18 bonding t h a t was due? 

19 A. Yes, there was. 

2 0 Q. And what was Marks & Garner ordered t o do i n 

21 t h a t capacity? 

22 A. That was Paragraph 5 of the order, on page 11. 

23 "Marks & Garner s h a l l post a d d i t i o n a l s i n g l e w e l l 

24 plugging bonds on or before September 25, 2008, f o r the 

25 f o l l o w i n g w e l l s , " and there's a l i s t of w e l l s on t h a t 
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1 order t h a t r e q u i r e d t h a t a d d i t i o n a l bonding. 

2 Q. Again, w e ' l l go through t h a t i n more d e t a i l i n 

3 a moment. But t o your knowledge, d i d Marks & Garner meet 

4 t h a t deadline? 

5 A. Not f o r a l l the w e l l s , no. 

6 Q. F i n a l l y , was Marks & Garner re q u i r e d t o f i l e 

7 a d d i t i o n a l C-103 subsequent r e p o r t sundries documenting 

8 a d d i t i o n a l reworking and r e p a i r s performed on a number of 

9 i t s w e l l s by a p a r t i c u l a r date c e r t a i n ? 

10 A. Yes, they were. 

11 Q. And what was i t ordered t o do i n t h a t 

12 capacity? 

13 A. To provide those Form C-103s by October 10th, 

14 2008, f o r another l i s t of w e l l s t h a t i s on page 10 under 

15 Paragraph 2 of t h a t order. 

16 Q. To your knowledge, d i d Marks & Garner meet 

17 t h a t deadline? 

18 A'. Not f o r a l l of the w e l l s , no. 

19 Q. Just q u i c k l y r e f e r r i n g back t o the e x h i b i t s 

20 t h a t we j u s t touched on, the status of Marks & Garner as 

21 of the o r i g i n a l f i l i n g of the pre-hearing statement and 

22 now f o r i n a c t i v e w e l l and f i n a n c i a l assurances, what i s 

23 the current status of Marks & Garner i n terms of 

24 a d d i t i o n a l bonding t h a t i s c u r r e n t l y owed? 

25 A. They now owe a d d i t i o n a l bonding on s i x w e l l s . 
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And, i n f a c t , t h a t ' s even one more than was 

2 owed when the o r i g i n a l pre-hearing statement was f i l e d i n 

3 September? 

4 A. Yes. That's c o r r e c t . 

5 Q. And what i s the cu r r e n t status of -- how many 

6 i n a c t i v e w e l l s does Marks & Garner c u r r e n t l y have l i s t e d 

7 on the O i l Conservation D i v i s i o n i n a c t i v e w e l l l i s t ? 

8 A. On the September 30th, 2009 r e p o r t , they 

9 l i s t e d nine -- or there were nine w e l l s l i s t e d as 

10 i n a c t i v e . On the December 8, 200 9 r e p o r t , i t doubled t o 

11 18 . 

12 Q. So they c u r r e n t l y have 18 w e l l s out of 

13 compliance w i t h O i l Conservation D i v i s i o n r u l e s f o r 

14 i n a c t i v i t y ? 

15 A. Yes. 

16 Q. These documents are derived from O i l 

17 Conservation D i v i s i o n ' s o n l i n e system; i s t h a t correct? 

18 A. Yes. 

19 Q. And they're kept i n the o r d i n a r y course of 

20 business? 

21 A. Yes, they are. 

22 Q. Where i s the i n f o r m a t i o n f o r i n a c t i v i t y or 

23 l a s t date of production derived from? 

24 A. From operator i n f o r m a t i o n t h a t ' s submitted. 

25 Q. And these documents are p u b l i c l y a v a i l a b l e 
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1 online? 

2 A. Yes, they are. 

3 Q. I ' d l i k e t o go through the s p e c i f i c s i n terms 

4 of the current s t a t u s , understanding t h a t they d i d n ' t 

5 meet the s p e c i f i c deadlines. But r a t h e r than t a l k about 

6 what the status was as of the deadlines as they passed, 

7 I ' d r a t h e r look at what the status i s at t h i s p o i n t i n 

8 time. With regard t o the f i n a n c i a l assurance, you 

9 mentioned t h a t there are s i x w e l l s on which Marks & 

10 Garner c u r r e n t l y owes a d d i t i o n a l bonding. 

11 A. Yes. 

12 Q. Ordering Paragraph 5 of E x h i b i t 11, itemized a 

13 number of w e l l s t h a t they were s p e c i f i c a l l y ordered t o 

14 pay a d d i t i o n a l bonding f o r ; i s t h a t r i g h t ? 

15 A. That's c o r r e c t . 

16 Q. Are any of those w e l l s t h a t are s p e c i f i c a l l y 

17 named i n E x h i b i t A, the Commission's order, on the 

18 E x h i b i t B l , a d d i t i o n a l f i n a n c i a l assurance r e p o r t , as 

19 c u r r e n t l y having outstanding bonding owed? 

20 A. Yes. Those are the Cave Pool Unit 27, the 

21 Cave Pool Unit 36, the Northeast Maijamar Unit Number 1, 

22 and the Red Twelve State Number 6. 

23 Q. So since the issuance of the Commission's 

24 order i n September of 2008, those f o u r w e l l s -- Marks & 

25 Garner has s t i l l not posted the a d d i t i o n a l bonding on 
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1 those f o u r wells? 

2 A. No, they have not. 

3 Q. And they have two a d d i t i o n a l w e l l s t h a t now 

4 r e q u i r e f i n a n c i a l assurance, as well? 

5 A. Yes, they do. 

6 Q. And, again, the deadline f o r the po s t i n g of 

7 t h a t f i n a n c i a l assurance, according t o E x h i b i t A or d e r i n g 

8 paragraph 5, was September 25th, 2008? 

9 A. That's c o r r e c t . 

10 Q. What are the two a d d i t i o n a l w e l l s t h a t Marks & 

11 Garner now owes a d d i t i o n a l bonding for? 

12 A. The C i t i e s Service Number 1, and the Red 

13 Twelve State Number 2. 

14 Q. I ' d l i k e t o d i r e c t your a t t e n t i o n on E x h i b i t 

15 A, orde r i n g Paragraph Number 2 at page 10, where they 

16 were ordered t o submit accurate subsequent report Form 

17 C-103 sundries documenting remedial work performed. 

18 Again, what was the deadline f o r submission of those 

19 C-103S? 

20 A. October 10th, 2008. 

21 Q. At t h i s time, has Marks & Garner now submitted 

22 those r e q u i r e d C-103s as ordered by the Commission i n 

23 t h a t document? 

24 A. No. There are s t i l l f o u r w e l l s t h a t Marks & 

25 Garner s t i l l has not done t h i s f o r . 
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1 Q. And what are those f o u r wells? 

2 A. They are the C i t i e s Service State Number 1, 

3 the Graham Federal Number 3, the Jennings Federal Number 

4 2, and the Kimnitz 17 State Number 1. 

5 Q. Okay. I ' d l i k e t o d i r e c t your a t t e n t i o n , at 

6 t h i s time, t o E x h i b i t s D, DI, E and El', and, again, D and 

7 E were the o r i g i n a l packet submitted t o the Commission 

8 w i t h the o r i g i n a l pre-hearing statement i n September, and 

9 El and DI are the updates t h e r e t o f i l e d w i t h the recent 

10 pre-hearing statement update. 

11 A. Okay. 

12 Q. Can you i d e n t i f y what these packets of 

13 m a t e r i a l s are f o r the Commission, please? 

14 A. These show the general i n f o r m a t i o n f o r various 

15 w e l l s . They a l l have some i n s p e c t i o n h i s t o r y on these, 

16 i t w i l l have production h i s t o r y , general i n f o r m a t i o n as 

17 t o who owns the wellbores, contact i n f o r m a t i o n , t h a t k i n d 

18 of i n f o r m a t i o n . 

19 Q. From where are these documents pulled? 

20 A. They are p u l l e d out of the OCD system. 

21 Q. And they're p u b l i c l y a v a i l a b l e ? 

22 A. Yes, they are. 

23 Q. And t h e y ' r e kept i n the o r d i n a r y course of 

24 business f o r the O i l Conservation D i v i s i o n ? 

2 5 A. Yes, they are . 
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1 Q. And from where i s the data derived f o r these | 

2 documents? j 

3 A. Some of the data i s provided by the operators, j 

4 and some of the data comes from our inspectors on | 

5 inspections t h a t they performed, and some input i n t o the 1 

6 system. 1 

7 Q. With regard t o the C i t i e s Service State Number j 
j 

8 1, I ' d l i k e t o d i r e c t your a t t e n t i o n t o the f i r s t e n t r y j 

I 

9 on both packets, D and DI. And, again, D i s from j 

10 September 30th, and DI i s the recent update, and both of 

11 these are -- the top page should be f o r the C i t i e s • 

12 Service. Hopefully t h a t i s the case. 

13 A. Yes. 

14 Q. You i n d i c a t e d t h a t Marks & Garner had not yet 

15 submitted a C-103 f o r subsequent re p o r t documenting any 

16 remedial work performed. F l i p p i n g through the pages f o r ) 

17 the C i t i e s Service Number 1 on these packets, what do 

18 these documents show? j 

19 A. Well, l a s t production i n j e c t i o n f o r the w e l l 1 

20 was back i n November of 2005. I t shows t h a t there's an j 

21 i n a c t i v e a d d i t i o n a l bond due date of September, shows | 

22 they are i n v i o l a t i o n , shows l a s t production data, a few | 

23 other t h i n g s , compliance. There's some i n s p e c t i o n j 
l 

24 h i s t o r y showing t h a t there was a problem w i t h a s t u f f i n g | 
i 
i 

25 box. Various i n f o r m a t i o n l i k e t h a t i s scatte r e d I 
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throughout the r e p o r t . 

2 Q. And the page f o l l o w i n g the data p r i n t o u t from 

3 the OCD on l i n e system i s a f i l i n g . What i s t h a t document 

4 i n E x h i b i t D? 

5 

6 

A. This i s a C-104, and t h i s i s a Request f o r 

Allowable and A u t h o r i z a t i o n t o Transport, and t h i s was 

7 dated February 20th, 1995. 

8 Q. What i s the s i g n i f i c a n c e of t h i s document? 

9 A. This i s the l a s t document submitted by the 

10 operator t h a t we found i n our w e l l f i l e . 

11 Q. For t h i s well? 

12 A. For t h i s w e l l . 

13 Q. I n d i c a t i n g t h a t there has been, again, no 

14 C-103 subsequent r e p o r t submitted pursuant t o the 

15 d i r e c t i v e of t h i s order? 

16 A. That's c o r r e c t . 

17 Q. Again, t h i s i s p u l l e d from the O i l 

18 Conservation D i v i s i o n o n l i n e system? 

19 A. Yes. 

20 Q. The next w e l l i n both packets should be the 

21 Graham Federal. A c t u a l l y , I t h i n k i n DI there are only 

22 updates f o r the C i t i e s Service and the Kemnitzs. I t ' s i n 

23 packet D. The next w e l l i s the Graham Federal? 

24 A. Yes. 

25 Q. And what i n f o r m a t i o n were you able t o ob t a i n 
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1 regarding the Graham Federal and Marks & Garner's f a i l u r e 

2 t o comply w i t h the d i r e c t i v e of the order? 

3 A. Again, t h i s shows the production data and 

4 various f a i l i n g s on t h i s p a r t i c u l a r w e l l . I t shows the 

5 l a s t p roduction t o be i n 2008, September, and there was a 

6 f i l i n g i n t o the w e l l f i l e of BLM Form 3160-S. This i s a 

7 sundry n o t i c e r e p o r t on w e l l s , and t h i s i s a production 

8 sundry, and t h i s was dated J u l y 28 of 2005. This i s the j 

9 l a s t e n t r y by the operator f o r t h i s p a r t i c u l a r w e l l . 1 

10 Q. So, again, t h i s simply i n d i c a t e s t h a t the w e l l ; 

11 was placed back on production, but doesn't i n d i c a t e what 

12 reworking or repairs were done to the well to enable them [ 

13 t o put i t back on production? 

14 A. That's c o r r e c t . 

15 Q. And nothing subsequent t o t h i s document has 

16 been f i l e d f o r t h i s well? 

17 A. No. 

18 Q. The next w e l l i n the packet i s the Jennings > 

19 Federal Number 2. What i s the OCD system showing w i t h 

20 regard t o the w e l l f i l e f o r that? f 

21 A. Once again, p r e t t y much the same type of j 

22 i n f o r m a t i o n , l a s t production -- there was a v i o l a t i o n j 

23 issued f o r an i d l e w e l l , t h i r d n o t i c e , back i n March of | 

24 2007, and i t shows the l a s t production of May of 2009. 

25 Also, there i s a C-104 t h a t was submitted, and t h i s was 1 
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1 back i n September of 2001. I be l i e v e t h a t ' s the l a s t 

2 t h a t we've had i n the w e l l f i l e f o r t h i s w e l l by the 

3 operator. 

4 Q. Even though they're r e p o r t i n g some minimal 

5 production as of May 2009, they s t i l l haven't updated 

6 t h e i r sundries t o show what has been done t o the w e l l t o 

7 enable them t o produce the well? 

8 A. No. There's nothing i n the w e l l f i l e t o 

9 i n d i c a t e t h a t they've submitted any a d d i t i o n a l paperwork. 

10 Q. Again, t h i s sundry i s the l a s t t h i n g i n the 

11 w e l l f i l e f o r t h i s w e l l t h a t they submitted? 

12 A. Yes. 

13 Q. The next w e l l i s the Kemnitz 17 State Number 

14 1. I bel i e v e t h i s i s the l a s t one i n the l i s t . 

15 A. This one shows l a s t p roduction i n March of 

16 2008. Just l i k e the other r e p o r t s , various i n f o r m a t i o n 

17 regarding the w e l l , contact i n f o r m a t i o n , and then there 

18 i s another C-104 f i l e d f o r t h i s one t h a t was i n the w e l l 
19 f i l e . This was dated back i n 1994. I 

I 

2 0 Q. So even t h o u g h t h e r e ' s somewhat r e c e n t 1 

21 p r o d u c t i o n , w e ' v e g o t n o t h i n g s i n c e 1994 s u b m i t t e d by t h e j 

22 o p e r a t o r f o r t h i s w e l l ? j 

23 A . T h a t ' s c o r r e c t . j 

24 MS. ALTOMARE: And I a p o l o g i z e t o t h e j 

25 Commission. The S t a t e Number 2 a c t u a l l y was I 
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1 i n a d v e r t e n t l y included, and t h a t was an e r r o r on my p a r t . 

2 That w e l l a c t u a l l y does appear t o have a sundry 

3 documenting subsequent remedial work done. 

4 Q. (By Ms. Altomare) So i n conclusion, d i d Marks 

5 & Garner appear t o have complied w i t h o r d e r i n g Paragraph 

6 Number 2 r e q u i r i n g i t t o submit subsequent r e p o r t s Form 

7 C-103 sundries f o r the designated wells? 

8 A. Some of the w e l l s d i d have a d d i t i o n a l 

9 paperwork f i l e d , but four of those on t h a t l i s t s t i l l 

10 r e q u i r e the a d d i t i o n a l paperwork, so, no, they d i d not 

11 meet deadline. 

12 Q. So they c e r t a i n l y d i d n ' t meet the deadline, 

13 and even today, over a year l a t e r , they're s t i l l i n 

14 v i o l a t i o n ? 

15 A. That's c o r r e c t . 

16 Q. The next paragraph I'd l i k e t o d i r e c t your 

17 a t t e n t i o n t o i s ord e r i n g Paragraph Number 1, which I 

18 t h i n k i s probably the most s i g n i f i c a n t one, which i s the 

19 paragraph r e q u i r i n g them t o plug and abandon or otherwise 

20 b r i n g i n t o compliance a number of w e l l s . What was the 

21 deadline t h a t was set f o r Marks & Garner t o perform t h i s 

22 task? 
! 

23 A. December 10th o f 2008. 

24 Q. And, again, you s t a t ed t h a t t o your knowledge 

25 they d i d not meet t h i s deadline? j 
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1 A. No, they d i d not. 

2 Q. What i s the current status regarding Marks & 

3 Garner's compliance w i t h b r i n g i n g t h a t p a r t i c u l a r l i s t of 

4 w e l l s i n t o compliance? 

5 A. There are s t i l l s i x w e l l s l e f t unaddressed on 

6 t h a t l i s t , and there were f i v e remaining. However, two 

7 of those w e l l s t h a t came o f f the l i s t , came o f f the l i s t 

8 because the s t a t e ended up plugging them. 

9 Q. So o r i g i n a l l y there were 13 w e l l s they were 

10 ordered t o plug and abandon or otherwise b r i n g i n t o 

11 compliance? 

12 A. Yes. 

13 Q. There are c u r r e n t l y f i v e remaining, but two of 

14 the w e l l s t h a t have b a s i c a l l y f a l l e n o f f the l i s t have 

15 done so through the actions only of the state? 

16 A. That's c o r r e c t . 

17 Q. And l e t ' s go through the l i s t of w e l l s t h a t 

18 are remaining. One of them apparently, as of the f i l i n g 

19 of the pre-hearing statement, was s t i l l on the l i s t , and 

20 t h a t was the Theos State Number 1? 

21 A. Yes. 

22 Q. What was the status of t h a t w e l l as of 

23 September 30th, when we o r i g i n a l l y f i l e d our pre-hearing 

24 statement? 

25 A. This w e l l has been plugged and abandoned, and 
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the s i t e has been released by the OCD D i s t r i c t O f f i c e . 

2 Q. On September 30th, t o your knowledge, was t h a t 

3 the case? 

4 A. No. I t had not been released as of the 30th, 

5 but i t i s now. 

6 Q. I ' d l i k e t o d i r e c t your a t t e n t i o n t o E x h i b i t s 

7 

8 

E and E l . I bel i e v e the Theos State Number 1 i s the very 

f i r s t w e l l l i s t e d on E x h i b i t E. 

9 A. Okay. 

10 Q. I s t h a t what i s i n d i c a t e d f o r the status of 

11 t h a t w e l l as of September 30th? 

12 A. As of September 3 0th, i t shows i t was plugged 

13 but not released. 

14 Q. Again, t o your knowledge, t h a t w e l l has now 

15 been released so i t i s i n compliance? 

16 A. Yes, i t i s now i n compliance. 

17 Q. However, as you j u s t said, there are f i v e 

18 remaining w e l l s t h a t have not been brought i n t o 

19 compliance t h a t were on t h a t o r i g i n a l l i s t ? 

20 A. Yes. 

21 Q. What i s the next well? 

22 A. The Lee/UA State Number 1. 

23 Q. That should be the next w e l l i n packet E, as 

24 w e l l as the f i r s t w e l l i n the updated E l . What was the 

25 status on September 3 0th and what i s the current status 
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1 of t h a t well? 

2 A. Current status i s -- w e l l , on E x h i b i t E, i t 

3 showed i t as plugged but not released. 

4 Q. And t h a t i s the cur r e n t s t a t u s , as well? 

5 A. Yes. 

6 Q. So even though Marks & Garner was given again 

7 n o t i c e back i n September t h a t these were an ongoing 

8 problem, i n the l a s t couple of months they have not 

9 corrected t h i s well? 

10 A. Not y e t . The next w e l l i s Northeast Maijamar 

11 Unit Number 1. I t s current status i s plugged, not 

12 released, same as i t was September 30th of '09. 

13 Q. I s there a s p e c i f i c reason why t h i s w e l l --

14 t h a t we know t h a t t h i s w e l l has not been released? 

15 A. Yeah. There were notes from one of the 

16 inspectors, Maxi Brown, out of the Hobbs D i s t r i c t O f f i c e , 

17 and the note b a s i c a l l y reads, "Do not release. Remove 

18 northwest anchor, two tanks, and miscellaneous junk." 

19 Q. This was from back i n February 2 009? 

20 A. Yes. 

21 Q. So the operator was advised almost a year ago 

22 t h a t there was remaining junk on the s i t e t h a t was 

23 keeping the s i t e from being released, and t h a t has not 

24 been corrected today? 

25 A. I t has not. 

PAUL BACA PROFESSIONAL COURT REPORTERS 
3db3a686-2bca-4c92-a5e8-d1b5cf4bcdbd 



Page 27 

1 Q. What i s the next w e l l t h a t i s s t i l l out of 

2 compliance? 

3 A. The Red Twelve Levers Federal 8Q. I t s status 

4 i s unchanged since the order was issued i n September of 

5 '08, and --

6 Q. What was the l a s t date of production f o r t h a t 

7 w e l l as reported? 

8 A. June of 2005. 

9 Q. And nothing f u r t h e r has been reported as being 

10 addressed t o b r i n g t h i s w e l l i n t o compliance; i s t h a t 

11 correct? 

12 A. Yes. The next w e l l i s the State Number 1. 

13 Current s t a t u s i s plugged but not released. That's the 

14 same as i t was on September 30th. The release was denied 

15 on October 5th of 2009, and t h a t was due t o separated and 

16 miscellaneous pipe and junk being on the l o c a t i o n , and no 

17 f u r t h e r records i n d i c a t e t h a t the w e l l has been f u r t h e r 

18 addressed or the s i t e has been cleaned up since the 

19 d e n i a l , so as of today, i t ' s s t i l l not released. 

20 The l a s t w e l l on t h a t l i s t was the Gulf 

21 Hanagan Federal Number 1. The status i s unchanged since 

22 9/08. Last production was June of 2005, and the w e l l 

23 remains not addressed. 

24 Q. So no production since June of 200 5, order was 

25 issued i n September of 2008 t o b r i n g i t i n t o compliance, 
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1 and nothing i n our f i l e i n d i c a t e s any e f f o r t s t h a t were 

2 made t o move t h a t w e l l i n t o compliance? 

3 A. That's c o r r e c t . 

4 Q. Do you r e c a l l at the l a s t hearing t h a t the 

5 operator i n d i c a t e d t h a t t h i s w e l l had a c t u a l l y been 

6 plugged and abandoned through the BLM and t h a t Marks & 

7 Garner only need t o submit f e d e r a l paperwork t o confirm 

8 t h i s f o r O i l Conservation D i v i s i o n records? 

9 A. That's c o r r e c t . 

10 Q. Has anything been submitted i n t h i s way t h a t 

11 you know of t o date? 

12 A. Nothing i n our f i l e shows up as being 

13 submitted on t h i s w e l l . 

14 Q. What i s the l a s t document t h a t the O i l 

15 Conservation D i v i s i o n f i l e r e f l e c t s has been submitted 

16 f o r t h i s well? I don't t h i n k i t ' s i n the packet. 

17 A. Let's see i f I have i t i n my notes. No, I 

18 don't have --

19 Q. Do you r e c a l l a discussion about them having a 

20 f e d e r a l sundry submitted i n A p r i l of 2008 requesting an 

21 extension f o r reclamation? 

22 A. Yes. And t h a t deadline was extended, I 

23 b e l i e v e , t o May of 2008. 

24 Q. And do you r e c a l l anything else being 

25 submitted t o confirm t h a t they a c t u a l l y met the deadline 
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1 or the reclamation was completed, t h a t the BLM had 

2 approved the f i n a l release of t h a t s i t e or anything of 

3 t h a t nature? 

4 A. No. There's nothing i n our records t o 

5 i n d i c a t e anything was submitted. 

6 Q. As f a r as we know, t h i s s i t e -- we have 

7 nothing t o i n d i c a t e t h a t the w e l l has been brought i n t o 

8 compliance? 

9 A. That's c o r r e c t . 

10 Q. With regard t o the Cave Pool Unit Number 2 7 

11 and 36, I ' d l i k e t o d i r e c t your a t t e n t i o n t o E x h i b i t G. 

12 Can you i d e n t i f y t h i s document f o r the record? I t ' s 

13 a c t u a l l y a number of documents on one. 

14 A. These documents are C-103s showing i n t e n t s t o 

15 plug and then the a c t u a l completion of the plugging. And 

16 these were -- at l e a s t t h i s i s f o r the Cave Pool Unit 

17 Number 27. This shows t h a t the s t a t e i s the one who 

18 submitted the C-103, and t h a t the s t a t e ended up plugging 

19 t h a t w e l l . On the back side of t h a t sheet i s f o r the 

20 Cave Pool Unit Number 36, and once again, t h i s i s one of 

21 the w e l l s t h a t the s t a t e plugged and submitted the 

22 paperwork f o r . 

23 Q. Did the s t a t e -- i s there anything i n d i c a t i n g 

24 anything about the surface remediation or anything of 

25 t h a t nature on any of those sundries? 
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1 A. For the Cave Pool 36, i t ' s approved f o r 

2 plugging of the wellbore only. The s i t e s t i l l needs t o 

3 be cleaned up. And the same f o r the 27. 

4 Q. So the s t a t e has, at the state's expense, gone 

5 ahead and plugged these two w e l l s pursuant t o the order 

6 issued by the Commission, but the s i t e has not yet been 

7 cleaned up and released? 

8 A. That's c o r r e c t . 

9 Q. Based on your review of the records, has Marks 

10 & Garner complied w i t h the terms of o r d e r i n g Paragraph 

11 Number 1, w i t h regard t o i t s o b l i g a t i o n s t o plug and 

12 abandon or otherwise b r i n g i n t o compliance t h a t l i s t of 

13 w e l l s as ordered by the Commission? 

14 A. No, they d i d not meet t h a t requirement. 

15 Q. I don't t h i n k I asked you t h i s s p e c i f i c a l l y , 

16 but based on your review of the records, d i d Marks & 

17 Garner comply w i t h i t s o b l i g a t i o n s under the order t o 

18 come i n t o compliance w i t h f i n a n c i a l assurance o b l i g a t i o n s 

19 by the deadline set by the order i n Paragraph Number 5? 

2 0 A. No, they d i d not. 

21 Q. What i s the D i v i s i o n asking f o r i n t h i s 

22 matter? 

23 A. That the Commission issue an order f i n d i n g 

24 Marks & Garner i n v i o l a t i o n of a Commission order, 

25 t h e r e f o r e i n v i o l a t i o n of Rule 5.9. 
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1 Q. I ' d l i k e t o d i r e c t your a t t e n t i o n t o E x h i b i t F 

2 at t h i s time. 

3 A. Okay. 

4 Q. Have you reviewed t h i s document? 

5 A. Yes. 

6 Q. Are you f a m i l i a r w i t h the matter t h a t l e d t o 

7 the issuance of t h i s order? 

8 A. Yes, I am. 

9 Q. And are the issues involved i n t h i s case the 

10 same issues t h a t were in v o l v e d i n the Saba matter, Case 

11 Number 13163, out of which t h i s order arose? 

12 A. Yes --

13 MR. PADILLA: Objection. At t h i s time, I 

14 object t o the i n t r o d u c t i o n or testimony regarding another 

15 operator -- the same o b j e c t i o n I r a i s e d before. 

16 CHAIRMAN FESMIRE: Okay. Ms. Altomare, 

17 are you i n any way claiming t h a t the f a c t s i n the order 

18 are r e l e v a n t t o t h i s case? 

19 MS. ALTOMARE: I'm simply arguing t h a t 

20 t h i s i s precedent f o r how t h i s k i n d of issue should be 

21 handled and submitting i t as guidance f o r the Commission 

22 i n i t s d e l i b e r a t i o n s i n t h i s matter. And I'm asking my 

23 witness t o , b a s i c a l l y , describe what i t i s t h a t we're 

24 asking f o r i n t h i s case. 

25 CHAIRMAN FESMIRE: What you're proposing 
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1 i s an example order; r i g h t ? 

2 MS. ALTOMARE: Exactly. 

3 CHAIRMAN FESMIRE: And i n no way are you 

4 clai m i n g t h a t the f a c t s i n the two cases are --

5 MS. ALTOMARE: No. Simply t h a t the l e g a l 

6 issues are comparable, t h a t the issues involved are 

7 comparable. 

8 CHAIRMAN FESMIRE: Okay. Mr. P a d i l l a , 

9 w e ' l l go ahead and --

10 MR. PADILLA: I r e a l i z e t h a t the f a c t s may 

11 be comparable as represented by counsel. I t h i n k t h i s i s 

12 j u s t a d i f f e r e n t case. I t h i n k the Commission can take 

13 a d m i n i s t r a t i v e n o t i c e of t h a t hearing and t h a t order and 

14 say t h i s i s an example of what we d i d before. I don't 

15 t h i n k t h i s has t o be -- t h i s order has t o be pa r t of the 

16 record i n t h i s hearing such t h a t there i s some type of 

17 precedence i n terms of the Commission f o l l o w i n g 

18 precedence as i t d i d i n the Saba case. 

19 CHAIRMAN FESMIRE: Ms. Altomare, I t h i n k 

20 at the end of t h i s case y o u ' l l be given a chance t o 

21 provide a proposed order, and I t h i n k t h a t ' s probably the 

22 proper place t o do t h i s . I'm going t o have t o agree w i t h 

23 Mr. P a d i l l a about a d m i t t i n g t h a t order as p a r t of t h i s 

24 record. 

25 MS. ALTOMARE: There simply seems t o have 
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1 been some confusion over how t o handle t h i s p a r t i c u l a r 

2 r u l e , and I simply want i t t o be very c l e a r through my 

3 witness t h a t t h i s i s what we're asking f o r and why. 

4 CHAIRMAN FESMIRE: Like I said, you could 

5 do t h a t i n the proposed orders. 

6 MS. ALTOMARE: Okay. 

7 Q. (By Ms. Altomare) Without moving the e x h i b i t 

8 i n t o evidence, simply f o r demonstrative purposes, have 

9 you had a chance t o review the Saba order? 

10 A. Yes. 

11 Q. Does i t represent what the O i l Conservation 

12 D i v i s i o n i s asking f o r , i n general, the k i n d of order 

13 t h a t we are asking t o be generated i n t h i s case? 

14 A. Yes. 

15 Q. Simply stated, a f i n d i n g t h a t Marks & Garner 

16 was ordered by the Commission t o do c e r t a i n t h i n g s , t h a t 

17 i t f a i l e d t o do so, and we're asking f o r an order t h a t 

18 simply states t h a t t h a t i s the case? 

19 A. That's c o r r e c t . 

20 MS. ALTOMARE: I ' l l go ahead and pass the 

21 witness. 

22 CHAIRMAN FESMIRE: Mr. Padilla? 

23 CROSS-EXAMINATION 

24 BY MR. PADILLA: 

25 Q. Mr. Sanchez, l e t me summarize, i f I can w i t h 
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- we're t a l k i n g here about 13 w e l l s ; i s t h a t 

2 correct? 

3 A. There were 13 w e l l s on Part 1 of the 

4 Commission s order, yes. 

5 

6 

Q. 

wells? 

And then we're t a l k i n g about another s i x 

7 A. I t depends on which p a r t of the order we're 

8 looking a t , and some of those w e l l s may overlap, but I 

9 believe 13 would be the appropriate number t o look a t . 

10 Q. Let's r e f e r t o your E x h i b i t 1 so t h a t I can 

11 understand what you're t r y i n g t o t e l l the Commission 

12 here. 

13 MS. ALTOMARE: There i s n ' t an E x h i b i t 1. 

14 MR. PADILLA: Which i s the order? I s t h a t 

15 E x h i b i t 2? 

16 MS. ALTOMARE: E x h i b i t A. 

17 Q. (By Mr. P a d i l l a ) That's the order t h a t the 

18 Commission issued back on September 11 of 2008; r i g h t ? 

19 A. Yes . 

20 Q. And Ms. Altomare c a l l e d your a t t e n t i o n t o 

21 orde r i n g paragraphs on pages 9 and 10; r i g h t ? 

22 A. Yes. 

23 Q. Okay. Let's s t a r t out w i t h o r d e r i n g Paragraph 

24 Number 2 • And my count i s there are e i g h t w e l l s there; 

25 r i g h t ? 
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1 A. Yes, s i r . 

2 Q. As I understand your testimony, the State 

3 Number 2 i s o f f t h a t l i s t now; r i g h t ? 

4 A. Yes, i t i s . 

5 Q. Are there any other w e l l s on t h a t l i s t f o r 

6 which there has been compliance? 

7 A. Yes. The Red Twelve State Number 3, the Red 

8 Twelve State Number 2, and the Levers 3Y. 

9 Q. A l l r i g h t . 

10 CHAIRMAN FESMIRE: Can I c l a r i f y your 

11 response on t h a t , please? Those four out of the e i g h t 

12 have come i n t o compliance? The other f o u r are out of 

13 compliance; r i g h t ? 

14 THE WITNESS: Yes, s i r . I f I can c l a r i f y 

15 even f u r t h e r , these are i n compliance w i t h t h a t p a r t of 

16 the order, Part 2 of the order. There may be some 

17 overlap on some of the other ones. I w i l l have t o check 

18 as we go. 

19 Q. (By Mr. P a d i l l a ) S t a r t out w i t h the C i t i e s 

2 0 Service State Number 1. You say t h a t ' s not i n 

21 compliance; r i g h t ? 

22 A. Yes, s i r . 

23 Q. At the hearing f o r the issuance of t h i s order, 

24 Marks & Garner t e s t i f i e d t h a t t h a t was not t h e i r w e l l and 

25 submitted conveyance documents i n d i c a t i n g t h a t t h a t w e l l 
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1 had not been assigned t o Marks & Garner. Do you r e c a l l 

2 that? 

3 MS. ALTOMARE: I'm going t o ob j e c t . That 

4 misstates p r i o r testimony. There were no conveyance 

5 documents submitted. 

6 CHAIRMAN FESMIRE: That should be p a r t of 

7 the testimony. I ' l l o v e r r u l e the o b j e c t i o n . 

8 A. I honestly don't remember t h a t p a r t of the 

9 testimony. 

10 Q. (By Mr. P a d i l l a ) How about the Kemnitz 17 

11 State Number 1? 

12 A. I don't r e c a l l t h a t , no. 

13 Q. Your records show, however, t h a t because these 

14 w e l l s are here i s t h a t Marks & Garner i s the operator? 

15 A. Yeah. Our records do show they are operator 

16 of record. 

17 Q. And i n p r e p a r a t i o n f o r t h i s hearing or any 

18 other hearings on t h i s matter, d i d you i n v e s t i g a t e 

19 whether or not these w e l l s were p a r t of the o l d Marks & 

2 0 Garner ownership or the new Marks & Garner ownership? 

21 A. These w e l l s are c u r r e n t l y shown on our w e l l 

22 l i s t under the current operator, Marks & Garner. So 

23 unless those w e l l s are p r o p e r l y t r a n s f e r r e d t o another 

24 operator, then they w i l l remain -- Marks & Garner -- the 

25 current Marks & Garner w i l l remain operator of record of 
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1 those w e l l s . 

2 Q. Let's t a l k about the Graham Federal Number 3. 

3 C l a r i f y f o r me your testimony on t h a t . Has i t been put 

4 back on production? 

5 A. According t o our w e l l f i l e s , i t doesn't 

6 i n d i c a t e t h a t i t has. 

7 Q. And what w e l l f i l e s are you t a l k i n g about? 

8 A. The w e l l f i l e s i n the D i v i s i o n system. Any 

9 person can get i n t o the w e l l f i l e , look up t h a t w e l l and 

10 see what has been submitted i n t o t h a t w e l l , t h a t 

11 p a r t i c u l a r w e l l . 

12 MS. ALTOMARE: Which well? I'm sorry. 

13 MR. PADILLA: The Graham Federal Number 3. 

14 THE WITNESS: Right. 

15 Q. (By Mr. P a d i l l a ) So d i d you check i n 

16 p r e p a r a t i o n f o r your testimony here whether or not 

17 there's been any production records submitted on t h a t 

18 well? 

19 A. What I checked was whether or not these 

20 p a r t i c u l a r w e l l s a c t u a l l y came i n t o compliance w i t h t h i s 

21 s p e c i f i c p o r t i o n of the order. I d i d n ' t do any other 

22 a d d i t i o n a l checking on what was going on. I j u s t 

23 v e r i f i e d t h a t they e i t h e r met or d i d not meet the order. 

24 Q. Did you check t h a t -- i s t h i s one of the we l l s 

25 t h a t ' s missing the sundry reports? 
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Yes. This i s the one t h a t was r e q u i r i n g 

2 a d d i t i o n a l C-103s or ap p l i c a b l e BLM forms. 

3 Q. Do you know whether there i s a r e p o r t 

4 i n d i c a t i n g t h a t the w e l l has been put back i n production? 

5 A. According t o our review of the w e l l f i l e s , 

6 there i s n ' t anything i n the w e l l f i l e showing t h a t . 

7 Q. Now, t h i s i s a f e d e r a l w e l l . I t ' s located on 

8 a f e d e r a l lease; r i g h t ? 

9 A. Yes. 

10 Q. Did you check the BLM f i l e s on whether or not 

11 there had been some type of r e p o r t f i l e d w i t h the BLM i n 

12 p r e p a r a t i o n f o r t h i s hearing? 

13 A. I f there was a BLM -- i f there was paperwork 

14 issued t o the BLM, t h a t same paperwork should have been 

15 forwarded t o the OCD, which would have put t h a t i n t o our 

16 w e l l f i l e s I f there wasn't one or there was a f a i l u r e 

17 of the operator t o f o l l o w through t o make sure there was 

18 something submitted t o the BLM and i t d i d n ' t go through 

19 t o the OCD, i t i s s t i l l out of our f i l e s . 

20 Q. How about the Jennings Federal Number 2? 

21 A. My review was whether or not they complied 

22 w i t h t h a t p a r t of the order. They d i d not. 

23 Q. And t h a t i s t o get i t back i n t o production or 

24 plug i t ? 

25 A. I t was t o submit a d d i t i o n a l C-103s on any work 
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t h a t was done on t h a t w e l l or appropriate BLM paperwork. 

2 Q. A l l r i g h t . Let's go back now t o -- I t h i n k 

3 i t ' s the or d e r i n g Paragraph Number 1 of E x h i b i t A. Can 

4 you t e l l me which w e l l s i n t h a t l i s t are not i n 

5 compliance? 

6 A. Okay. 

7 CHAIRMAN FESMIRE: At what p o i n t , Mr. 

8 P a d i l l a ? 

9 MR. PADILLA: Today. 

10 MS. ALTOMARE: I'm going t o ob j e c t , asked 

11 and answered. He j u s t went through the l i s t of which 

12 ones weren't i n compliance. Do you want him t o go 

13 through them again? 

14 MR. PADILLA: Mr. Chairman, I'm j u s t 

15 t r y i n g t o f i g u r e out which of those w e l l s are out of 

16 compliance. 

17 CHAIRMAN FESMIRE: At the current time? 

18 MR. PADILLA: At the current time. I 

19 asked the same questions t h a t I have w i t h o r d e r i n g 

20 Paragraph Number 2. I t h i n k even the Commission got some 

21 c l a r i f i c a t i o n on my questions as t o how these w e l l s were 

22 i n compliance or out of compliance. 

23 CHAIRMAN FESMIRE: We'll go ahead and 

24 o v e r r u l e . Go ahead and answer, Mr. Sanchez? 

25 
i 

A. They are the Lea/UA State Number 1, the 
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1 Northeast Maijamar Unit Number 1, the Red Twelve Levers 

2 Federal 8Q, the State Number 1, and the Gulf Hanagan 

3 Federal Number 1. 

4 Q. (By Mr. P a d i l l a ) So there are only f i v e 

5 wells? 

6 A. Yes. 

7 Q. And the other ones have e i t h e r been plugged or 

8 they're i n compliance as f a r as t h a t Paragraph Number 1? 

9 A. Yes. But two of those w e l l s , the Cave Pool 

10 Unit Number 3 6 and the Cave Pool Number 27, were plugged 

11 by the s t a t e , so i t ' s not l i k e the operator brought those 

12 w e l l s i n t o compliance. The s t a t e brought them i n t o 

13 compliance --

14 Q. I understand. 

15 A. p a r t i a l compliance at t h i s p o i n t . 

16 CHAIRMAN FESMIRE: What were those two 

17 w e l l s t h a t the s t a t e plugged again? The Cave Pool Number 

18 27, and what was the other one? 

19 THE WITNESS: 36. 

20 Q. (By Mr. P a d i l l a ) I n t h a t regard, w i t h the 

21 plugging of the 27 and the 36 Cave Pool Unit w e l l s , you 

22 d i d take Marks & Garner's bonds and there's some money 

23 owing t o the Commission or the D i v i s i o n as a r e s u l t ; i s 

24 t h a t r i g h t ? 

25 A. I believe t h a t ' s c o r r e c t . 
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1 Q. And do you know whether i t ' s a matter of 

2 somewhere around $1,50 0? 

3 A. I am unaware of the a c t u a l costs t h a t are 

4 involved here. 

5 Q. The Theos State Number 1, as I understand your 

6 testimony, i s t h a t i t ' s okay? I t ' s complied w i t h ; r i g h t ? 

7 A. Yes, s i r . 

8 Q. Who plugged that? 

9 A. Right offhand, I don't remember i f i t was 

10 operator. I know the s t a t e d i d n ' t plug i t , so i f i t ' s 

11 plugged, the operator plugged i t . 

12 Q. And the Lea/UA State Number 1, your testimony 

13 i s i t was plugged, but i t has not been released? 

14 A. Yes. 

15 Q. And the reason f o r i t not being released, i t ' s 

16 your testimony t h a t there's junk on the surface? 

17 A. I bel i e v e t h a t ' s c o r r e c t . 

18 Q. And i s t h a t the same t h i n g f o r the Northeast 

19 Maijamar Unit Number 1? 

20 A. Yes. There's s t i l l -- the s i t e has not been 

21 cleaned up. 

22 Q. And the State Number 1 -- w e l l , the Red Twelve 

23 Levers Federal 8Q, i s t h a t the same reason, i t ' s been 

24 plugged or --

25 A. I d o n ' t be l i eve i t has been plugged. I t h i n k 
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1 we're s t i l l l o o k i n g at t h a t one as being out of 

2 compliance. 

3 Q. Okay. And the State Number 1, i t has been 

4 plugged, but there's some problems w i t h the surface 

5 again? 

6 A. Yes. 

7 Q. When was the l a s t time t h a t you had anyone 

8 check the w e l l s i t e s t o see whether there was compliance 

9 w i t h surface cleanup? 

10 A. I'm not sure of the exact dates t h a t they went 

11 out, but i t was around the time t h a t we would have gone 

12 t o hearing p r e v i o u s l y , so i n September, I t h i n k . I ' d 

13 have t o check on t h a t , but I b e l i e v e i t was i n t h a t time 

14 frame. 

15 Q. You don't know? 

16 A. Right offhand, no, I don't. 

17 Q. And the Gulf Hanagan Federal Number 1, what --

18 A. Mr. Welborn had i n d i c a t e d t h a t i t was plugged 

19 and abandoned through the BLM, and he was going t o go 

2 0 ahead and provide the OCD w i t h the paperwork. That never 

21 happened, so i t ' s s t i l l out of compliance. 

22 MR. PADILLA: That's a l l I have, Mr. 

2 3 Chairman. 
24 CHAIRMAN FESMIRE: Redirect? 

2 5 MS. ALTOMARE: Yeah, I j u s t want t o 
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1 c l a r i f y a couple of things because I t h i n k there was some 

2 confusion as we were crossing over d i f f e r e n t kinds of 

3 compliance. 

4 REDIRECT EXAMINATION 

5 BY MS. ALTOMARE: 

6 Q. With regard t o the Graham Federal, which has 

7 f a i l e d t o comply w i t h the submission of the C-103 

8 sundries, r e f e r r i n g t o E x h i b i t Number D, i f you look at 

9 the l a s t -- r i g h t a f t e r the data e n t r i e s f o r t h a t , the 

10 sundry, i t does look l i k e i t was returned t o production; 

11 i s t h a t r i g h t ? There was a sundry f i l e d f o r t h a t 

12 i n d i c a t i n g i t was returned t o production? That's the 

13 l a s t sundry t h a t we received i n 2005? 

14 A. Yes. 

15 Q. Which i s the whole p o i n t of us not r e c e i v i n g 

16 the C-103 i n d i c a t i n g how they managed t o r e t u r n i t t o 

17 production, t h a t they had not submitted anything 

18 i n d i c a t i n g what r e p a i r s were done? 

19 A. That's c o r r e c t . 

2 0 Q. So the noncompliance f o r the Graham Federal i s 

21 t h a t even though they have returned i t t o production and 

22 even have s t a r t e d r e p o r t i n g somewhat recent minimal 

23 production on t h a t w e l l , we s t i l l haven't received 

24 anything t o show what they've been doing down hole or 

25 what k i n d of r e p a i r s they have done on i t ? 
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1 A. No, we have not. 

2 Q. With regard t o the o l d Marks & Garner versus 

3 the new Marks & Garner, regardless of who Mr. Welborn 

4 t h i n k s owns the w e l l , the Commission ordered him t o do 

5 these t h i n g s w i t h regard t o these w e l l s , so they deemed 

6 him the operator of record; i s t h a t r i g h t ? 

7 A. That's r i g h t . 

8 Q. So we're l o o k i n g at these l i s t s , saying, t h i s 

9 i s what was on the order, he was ordered t o do i t and he 

10 d i d n ' t do i t ? 

11 A. That's c o r r e c t . 

12 Q. So t h a t ' s our primary concern; r i g h t ? 

13 A. Correct. 

14 Q. You were asked when the l a s t time we went out 

15 t o check surfaces. The operator i s r e q u i r e d t o submit a 

16 s p e c i f i c C-103 once the surface i s ready f o r i n s p e c t i o n ; 

17 i s t h a t r i g h t ? 

18 A. Yes. 

19 Q. With regard t o the State Number 1, i t looks 

20 l i k e the release request was denied October 5th, 2009, so 

21 apparently our s t a f f went out and checked t h a t surface, 

22 at l e a s t , as r e c e n t l y as October? 

23 A. Yes. 

24 Q. So they were out i n the f i e l d , then? 

25 A. Yes. That's what i t would i n d i c a t e . 
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1 Q. And as f a r as the ones --we d i d already plug 

2 two cave pool u n i t s we mentioned. I s the s t a t e g e t t i n g 

3 ready t o plug any other Marks & Garner w e l l s t h a t have 

4 been s i t t i n g out there? Have we f i l e d n o tices of 

5 i n t e n t s ? 

6 A. Off the top of my head, I believe there are a 

7 few w e l l s on a l i s t . I'm not q u i t e sure i f they are on 

8 the cur r e n t b i d l i s t , but they are on a l i s t t o be 

9 plugged. 

10 Q. We've a c t u a l l y f i l e d n o t i c e of i n t e n t s t o plug 

11 and abandon at the s t a t e expense f o r the C i t i e s Service; 

12 i s t h a t r i g h t -- C i t i e s Service, State Number 1 and the 

13 Kemnitz 17 State Number 1; i s t h a t r i g h t ? 

14 A. I ' d have t o double check, but they could be, 

15 yes. 

16 Q. Okay. Again, given the very l i m i t e d scope of 

17 today's hearing, we d i d n ' t do a f u l l survey of what the 

18 compliance of Marks & Garner was. We simply were looking 

19 at what they were ordered t o do back i n 2 008 and whether 

20 or not they were i n compliance as of today; i s t h a t 

21 correct? 

22 A. That's c o r r e c t . 

23 MS. ALTOMARE: That's a l l I have. 

24 CHAIRMAN FESMIRE: Commissioner Bailey? 

25 COMMISSIONER BAILEY: I have no questions. 
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1 CHAIRMAN FESMIRE: Commissioner Olson? 

2 COMMISSIONER OLSON: I have no questions. 

3 CHAIRMAN FESMIRE: Mr. Sanchez, j u s t r e a l 

4 quick as a recap. 

5 EXAMINATION 

6 BY CHAIRMAN FESMIRE: 

7 Q. Of the 13 wells t h a t Marks & Garner were 

8 ordered t o plug, two have been plugged by the s t a t e , one 

9 has been released, and the Lea/UA State Number 1, the 

10 Northeast Maijamar Number 1, the Red Twelve Levers 

11 Federal 8Q, the State Number 1 and the Gulf Hanagan 

12 Federal Number 1 have not been plugged y e t ; i s t h a t 

13 correct? 

14 A. They have e i t h e r not been plugged or they have 

15 been plugged, but the s i t e s have not been released. 

16 Q. Of the ei g h t w e l l s they were re q u i r e d t o f i l e 

17 C-103s on, fou r of them have not yet been f i l e d ? That 

18 would be the C i t i e s Service State Number 1, the Graham 

19 Federal Number 3, the Jennings Federal Number 2 and the 

20 Kemnitz 17 State Number 1; i s t h a t correct? 

21 A. That's c o r r e c t . 

22 Q. And of the 10 we l l s t h a t r e q u i r e d a d d i t i o n a l 

23 bonding, two have been plugged by the s t a t e , the Cave 

24 Pool Number 27 and the Cave Pool Number 36, and the 

25 remaining -- I'm sorry. And s i x of the remaining e i g h t , 
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1 being the Coquina State Number 1, the J u l i a Culp Number 

2 1, the Lea/UA State Number, the State Number 1, the Theos 

3 State Number 1 and the W i l l i a m Snyder Number 1, s t i l l 

4 r e q u i r e bonding; i s t h a t correct? 

5 A. No. Those ones there d i d not re q u i r e the 

6 a d d i t i o n a l bonding. What was r e q u i r e d was, of course, 

7 were the Cave Pool 2 7 and 36, which are already plugged, 

8 the Northeast Maijamar Unit Number 1 and the Red Twelve 

9 State Number 1. There were also two a d d i t i o n a l w e l l s 

10 t h a t came on t o t h a t l i s t since t h i s has occurred, and --

11 Q. So I had i t backwards. The ones t h a t have not 

12 yet had the a d d i t i o n a l bonding are the Northeast Maijamar 

13 Unit Number 1, the Red Twelve State Number 6, and these 

14 two a d d i t i o n a l w e l l s t h a t are not subject of t h i s 

15 hearing; correct? 

16 A. That's c o r r e c t . 

17 Q. So they have complied or the s t a t e has 

18 plugged, of those 10 w e l l s , e i g h t of them, and two remain 

19 t o have a d d i t i o n a l bonding? 

2 0 A. Yes. 

21 MS. ALTOMARE: Mr. Chairman, j u s t f o r 

22 c l a r i f i c a t i o n , Cave Pool Unit 27 and 36 s t i l l r e q u i r e 

23 bonding u n t i l the surfaces are released, so the operator 

24 i s s t i l l responsible f o r t h a t bonding and i s s t i l l out of 

25 compliance w i t h the order u n t i l t h a t bonding i s posted. 
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1 CHAIRMAN FESMIRE: Okay. So while the 

2 Cave Pool w e l l s have been plugged, they haven't been 

3 released. 

4 MS. ALTOMARE: Right. 

5 CHAIRMAN FESMIRE: No f u r t h e r questions. 

6 Mr. P a d i l l a , do you have anything on those subjects? 

7 MR. PADILLA: No. 

8 CHAIRMAN FESMIRE: Thank you, Mr. Sanchez. 

9 Ms. Altomare, you have no f u r t h e r witnesses? 

10 MS. ALTOMARE: I don't. And I'm p r e t t y 

11 sure you d i d most of my c l o s i n g f o r me. 

12 CHAIRMAN FESMIRE: Mr. P a d i l l a , I 

13 understand you have a witness. Would you l i k e t o begin 

14 w i t h an opening statement? 

15 MS. ALTOMARE: At t h i s time, j u s t f o r the 

16 record, I understand you're probably going t o overrule 

17 me, but I would object t o the p r e s e n t a t i o n of the 

18 witness, given t h a t counsel d i d not submit a pre-hearing 
19 statement of any ki n d and d i d not disclose h i s witness, 

20 j u s t f o r the matter of the record. 

21 CHAIRMAN FESMIRE: Ms. Altomare, d i d n ' t we 

22 get a pre-hearing statement --

23 MS. ALTOMARE: I never received one. 

24 

25 

CHAIRMAN FESMIRE: on the 9th? Mr. 

P a d i l l a , d i d you 

PAUL BACA PROFESSIONAL COURT REPORTERS 
3db3a686-2bca-4c92-a5e8-d1b5cf4bcdbd 



Page 49 

1 MR. PADILLA: I have one t h a t ' s date 

2 stamped on -- I submitted an amended one f o r t h i s 

3 hearing, and --

4 MS. ALTOMARE: Did you submit i t t o --

5 MR. PADILLA: -- I submitted one on 

6 October 1st. 

7 MS. ALTOMARE: Was i t forwarded t o me, as 

8 well? 

9 MR. PADILLA: I t was hand d e l i v e r e d . 

10 MS. ALTOMARE: Okay. On the 

11 r e p r e s e n t a t i o n of counsel -- I haven't received anything, 

12 so --

13 CHAIRMAN FESMIRE: Okay. Would you l i k e 

14 t o take a few minutes t o review the --

15 MS. ALTOMARE: No. I'm p r e t t y sure I 

16 expect I know what i t says, so we can probably proceed. 

17 CHAIRMAN FESMIRE: Mr. P a d i l l a , are you 

18 ready t o proceed? 

19 MR. PADILLA: Yes. 

2 0 CHAIRMAN FESMIRE: You said you don't have 

21 an opening statement? 

22 MR. PADILLA: I d i d not. I t h i n k the 

23 issues are c l e a r enough. I understand what i s the 

24 purpose of t h i s hearing. The same t h i n g as what we said 

25 i n the pre-hearing statement and a l l along, i s t h a t we've 
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1 complied or the w e l l s have been s o l d or they're not i n 

2 the ownership of Marks & Garner. That's b a s i c a l l y i t . 

3 CHAIRMAN FESMIRE: Are you going t o 

4 present Mr. Welborn as a witness? 

5 MR. PADILLA: Yes. 

6 MS. ALTOMARE: Are there any e x h i b i t s t o 

7 be presented? Because t h a t I haven't been provided w i t h . 

8 

9 CHAIRMAN FESMIRE: There are none l i s t e d , 

10 are there? 

11 MR. PADILLA: I have submitted e x h i b i t s on 

12 December -- w e l l , f o r t h i s hearing l a s t week, on 

13 Wednesday, one e x h i b i t w i t h 13 w e l l records. 

14 CHAIRMAN FESMIRE: They're a l l OCD forms, 

15 though, aren't they? 

16 MR. PADILLA: Yes. 

17 CHAIRMAN FESMIRE: Have they been f i l e d 

18 w i t h the OCD? 

19 MR. PADILLA: Yes. 

2 0 CHAIRMAN FESMIRE: And signed and accepted 

21 by the OCD? 

22 MR. PADILLA: They took them o f f the 

23 Website, so I imagine they would have been. 

24 MS. ALTOMARE: To whom d i d you hand 

25 d e l i v e r i t ? 
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1 MR. PADILLA: Florene's o f f i c e . 

2 MS. ALTOMARE: That's not service on me, 

3 j u s t f o r the record, so -- t h a t ' s service t o the 

4 Commission. That's not exhausting your r e s p o n s i b i l i t y t o 

5 serve counsel. I would l i k e a moment t o look at the 

6 e x h i b i t s , at l e a s t . 

7 CHAIRMAN FESMIRE: Okay. Why don't we go 

8 ahead and take a 15-minute break, dur i n g which time 

9 counsel can look at the e x h i b i t s . Do you have a spare 

10 copy? 

11 MR. PADILLA: I have a spare copy. 

12 (A recess was taken.) 

13 CHAIRMAN FESMIRE: The record should 

14 r e f l e c t t h a t t h i s i s the c o n t i n u a t i o n of Cause Number 

15 14041. The record should also r e f l e c t t h a t Commissioners 

16 Bailey, Olson and Fesmire are present. We t h e r e f o r e have 

17 a quorum. I b e l i e v e , Mr. P a d i l l a , you were about t o 

18 begin your d i r e c t examination of the witness. 

19 Mr. Welborn, would you r a i s e your r i g h t hand 

2 0 and be sworn? 

21 (The witness was sworn.) 

22 QUINTON WELBORN 

23 Having been f i r s t duly sworn, t e s t i f i e d as f o l l o w s : 

24 

25 
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DIRECT EXAMINATION 

2 BY MR. PADILLA: 

3 Q • Mr. Welborn, please s t a t e your name. 

4 A. Quinton Welborn. 

5 Q. Where do you l i v e ? 

6 A. I n Hobbs, New Mexico. 

7 

8 

Q. 

Garner? 

And what i s your connection w i t h Marks & 

9 A. Manager. 

10 Q. And are you also an owner? 

11 A. Yes. Part owner, yes. 

12 Q. And i s i t f a i r t o say t h a t you're the person 

13 i n charge of seeing t h a t compliance i s made w i t h regard 

14 t o the Commission's orders? 

15 A. Yes. 

16 Q. Let me d i r e c t your a t t e n t i o n t o what we had 

17 marked as E x h i b i t Number 1. Can you i d e n t i f y what 

18 E x h i b i t Number 1 is? 

19 A. I t ' s some State of New Mexico forms, BLM 

20 forms. The f i r s t one says, " C i t i e s Service." 

21 Q. I t ' s a compilation of --

22 A. Yes, s i r . 

23 Q. -- a number of we l l s here? 

24 A. Correct. 

25 Q • Precisely, i t ' s a compilation of w e l l records 
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on 13 wells? 

2 A. Yes. Correct. 

3 Q. S t a r t out w i t h page 1 of t h a t E x h i b i t 1. What 

4 i s that? 

5 A. This i s C i t i e s Service State. 

6 Q. You've contended t h a t t h i s i s not your w e l l ; 

7 r i g h t ? 

8 A. Correct. 

9 Q. Do you understand the D i v i s i o n ' s reason f o r 

10 coming a f t e r you? 

11 A. Yes. 

12 Q. Because you're the l i s t e d operator on t h i s 

13 well? 

14 A. That's c o r r e c t . 

15 Q - What are you t r y i n g t o do w i t h regard t o 

16 having t h i s w e l l come i n t o compliance? 

17 A. I have -- since our c o n f l i c t of i n t e r e s t , I 

18 have another att o r n e y i n Hobbs t r y i n g t o get something 

19 done w i t h Buddy Garner the one t h a t -- he i s -- the 

20 conveyance was t o t h i s w e l l t o somehow get i t t r a n s f e r r e d 

21 or get i t t r a n s f e r r e d t o somebody else. I mean, i t ' s 

22 j u s t -- t h a t ' s what we're i n the process of. 

23 Q. Being t h a t you're on the hook here, what are 

24 you going t o do p r e c i s e l y w i t h regard t o t h i s well? You 

25 can have a lawyer out there and go a f t e r Mr. Garner, but 
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1 how are you going t o meet the requirements of the 

2 Commission? 

3 A. Well, I t h i n k t h i s one t h a t -- I' d l i k e t o 

4 t r a n s f e r i t t o somebody or -- I guess -- I'm t r y i n g t o 

5 t h i n k i f t h i s i s one t h a t the land lease has been l o s t on 

6 and I'm t r y i n g t o -- I'd l i k e t o -- I need t o r e a l l y get 

7 r i d of i t . 

8 Q. Well, short of t h a t , what can you do? 

9 A. I can put up a plugging bond f o r i t . 

10 Q. Okay. When are you going t o do that? 

11 A. I could have t h a t done next week. 

12 Q. Do you know the amount of the bonding? 

13 A. I t h i n k t h i s one i s around 15,000, I be l i e v e . 

14 Q. You've been delinquent on bonding, so what 

15 have you done i n terms of c o r r e c t i n g that? 

16 A. Well, I've --

17 Q. I n general, Marks & Garner, you've been 

18 delinquent on -- some of your bonds got used up or 

19 called? 

20 A. Yes. We've gotten a new blanket bond and j u s t 

21 g e t t i n g money i n t o get the r e s t of these done. 

22 Q. I s t h a t a f i n a n c i a l problem at t h i s time? 

23 A. Not as of now. I t was i n the past. 

24 Q. How recent i n the past? 

25 A. Just r e a l r e c e n t l y . 
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So you're now prepared t o c o r r e c t t h a t 

2 problem? 

3 A. Yes. 

4 Q. And you've s t a r t e d c o r r e c t i n g i t by o b t a i n i n g 

5 a $15,000 bond? 

6 A. Yes. 

7 Q- Have you f i l e d t h a t yet? 

8 A. No. I brought i t w i t h me here today. 

9 Q. Now, as p a r t of t h i s hearing, are you t r y i n g 

10 to educate y o u r s e l f e x a c t l y where you're not i n 

11 compliance , or have you t a l k e d t o Ms. P h i l l i p s regarding 

12 where you' re not i n compliance as f a r as bonding? 

13 A. I have not t a l k e d t o her y e t . 

14 CHAIRMAN FESMIRE: Mr. P a d i l l a , who's Ms. 

15 P h i l l i p s ? 

16 MR. PADILLA: Dorothy P h i l l i p s . 

17 A. Yeah. I plan t o speak w i t h her very soon. 

18 Q. Today? 

19 A. Yes, s i r . I ' d l i k e t o get t h a t dropped o f f 

20 anyway. 

21 Q. What form of bond i s that? 

22 A. That's an umbrella bond, $15,000 cash bond. 

23 Q. That w i l l not cover the C i t i e s Service w e l l ; 

24 r i g h t ? 

25 A. That's c o r r e c t . 
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Do you know what the st a t u s of t h a t w e l l is? 

2 A. I do not, no. I mean, other than -- no, s i r , 

3 I don't • 

4 Q. Let's go on t o the next page, t o the Graham 

5 Federal Number 3 w e l l . 

6 A. Yes. 

7 Q. What i s the status of t h a t well? 

8 A. I t produces gas. 

9 Q. When d i d you get i t back on production? 

10 A. Back i n Ju l y of '05. 

11 Q- And has i t produced gas ever since? 

12 A. Yes. I mean, i t could have been down, you 

13 know, f o r a l i t t l e b i t , but, yeah f o r -- i t i s . 

14 Q. Have you submitted production r e p o r t s on t h a t 

15 well? 

16 A. Yes. 

17 Q. What d i d you have t o do t o get i t back on 

18 product ion? 

19 A. I t h i n k what we d i d on t h i s was j u s t replace a 

20 flow l i n e . 

21 Q. And do you know why t h i s w e l l was included i n 

22 the order of l a s t year? 

23 A. I do not, because we had had i t -- I thought 

24 t h a t t h i s was through the BLM and forwarded t o the s t a t e 

25 on the sundry n o t i c e about i t being on production. 
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1 Q. To your knowledge, have you been c a l l e d by the 

2 Hobbs D i s t r i c t O f f i c e of the O i l Conservation D i v i s i o n 

3 w i t h regard t o any noncompliance issues? 

4 A. No, s i r , not on t h i s one. 

5 Q. Let's go on t o the next page, which deals w i t h 

6 the Jennings Federal Number 2 w e l l . 

7 A. Yes. 

8 Q. What's the status of t h a t well? 

9 A. Yeah. I t produces gas. 

10 Q. Today? 

11 A. Yes. 

12 Q. Do you know why t h i s w e l l was placed on the 

13 Commission's order of September of --

14 A. Yeah. Same as the previous one, the Graham 

15 Federal Number 3. We f i l l e d out a sundry r e p o r t and j u s t 

16 have had i t producing since. 

17 Q. What d i d you do t o t h i s w e l l t o get i t back on 

18 production? 

19 A. I t was also another flow l i n e and probably we 

20 replaced a l o t of valves and s t u f f on the wellhead. 

21 Q. Did you -- are you req u i r e d t o f i l e sundry 

22 notices t o do t h a t a f t e r you do t h a t work? 

23 A. With the BLM? 

24 Q. With anyone. 

25 A. I'm not sure about on j u s t surface equipment. 
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know. 

2 Q. But i t ' s back on production today? 

3 A. Yes, s i r . 

4 Q. How about the next w e l l , which i s the Kemnitz 

5 17 State 

6 A. Same as the C i t i e s Service. 

7 Q. That's a w e l l t h a t you contend t h a t you do not 

8 own? 

9 A. Correct. 

10 Q. And what are your i n t e n t i o n s w i t h regard t o 

11 t h i s w e l l , since you're the guy the Commission i s lo o k i n g 

12 at? 

13 A. Same as the C i t i e s Service. 

14 Q. Are you going t o f i l e a bond, or what are you 

15 going t o 

16 A. Yeah. Bond, yes. 

17 Q. Or plug i t ? 

18 A. Or plug i t , yes. 

19 Q. You've heard testimony here today t h a t t h i s 

20 w e l l and the C i t i e s Service w e l l are s l a t e d f o r plugging? 

21 A. Yes, s i r . 

22 Q- Are you going t o plug i t soon, or what are you 

23 going t o do? 

24 A. Yeah. We need t o do something. I would 

25 suggest plug i t as quick as we could. 
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Do you have the f i n a n c i a l a b i l i t y t o plug 

2 these wells? 

3 A. Yes, s i r . 

4 Q. And then deal w i t h Mr. Garner somewhere down 

5 the --

6 A. Yes, c o r r e c t . 

7 Q. Let's go on t o the next page, which deals w i t h 

8 the State Number 2 w e l l . 

9 A. Yes. 

10 Q. Apparently, t h i s w e l l was back on production; 

11 r i g h t ? 

12 A. Yes. 

13 Q. According t o the testimony here today, you're 

14 under compliance w i t h t h a t well? 

15 A. Correct. 

16 CHAIRMAN FESMIRE: Mr. P a d i l l a , I don't 

17 t h i n k the OCD i s c o n t e s t i n g the State Number 2 w e l l , are 

18 they? 

19 MR. PADILLA: No. 

20 MS. ALTOMARE: Not w i t h regard t o the 

21 f i l i n g of sundries. 

22 CHAIRMAN FESMIRE: Okay. 

23 Q. (By Mr. P a d i l l a ) Let's go on t o the next 

24 w e l l , which deals w i t h the Theos State Number 1 w e l l . 

25 The Commission's testimony today has been t h a t t h i s i s 
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1 back on production? 

2 A. No. The Theos State has been plugged and 

3 released. 

4 Q. Okay. And you plugged t h a t well? 

5 A. Yes. Correct. 

6 Q. How about the next w e l l , which i s the Lea/UA 

7 State Number 1. What i s the status as f a r as you're 

8 concerned w i t h t h a t well? 

9 A. I t has been plugged. We do have a few loads 

10 of c a l i c h e t o haul o f f , and we have taken everything else 

11 o f f l o c a t i o n . 

12 Q. When was t h a t done? 

13 A. I t ' s been done -- I t h i n k we've had t h a t done 

14 the l a s t -- I t h i n k we had a l l t h a t around September, 

15 maybe October, somewhere i n there. 

16 Q. Let me ask you, what's been your a v a i l a b i l i t y 

17 w i t h regard t o de a l i n g w i t h t h i s compliance issue? 

18 A. I n September and October, i n both months, I 

19 had spent some time i n the h o s p i t a l w i t h my bleeding 

20 u l c e r , and i t was hard f o r me t o get -- I mean, I was 

21 unavailable there f o r a p e r i o d of time. 

2 2 Q. You're back on the beam now? 

23 A. Yes. 

24 Q. What are you t e l l i n g the Commission here today 

25 w i t h regard to the sur face problems on t h i s we l l ? 
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1 A. We get the c a l i c h e hauled o f f , which they 

2 should be doing today, and have t h a t done next week and 

3 i t should be ready f o r release. 

4 Q. Why do you have t o haul o f f caliche? 

5 A. Because t h i s i s a one-well s i t e . There was a 

6 tank b a t t e r y there, and when we removed i t , we had the 

7 tank b a t t e r y s t u f f there, so i t needs t o be -- we've had 

8 i t back-drug and everything. We j u s t need t o get the 

9 excessive c a l i c h e . 

10 Q. How about the tank b a t t e r y and --

11 A. Everything i s gone. 

12 Q. When do you c a l l f o r an i n s p e c t i o n from the 

13 OCD o f f i c e t o get t h i s w e l l released? 

14 A. Whenever we have t h a t c a l i c h e done, we w i l l 

15 submit the form f o r them t o go out there and look at i t . 

16 Q. Let's look at the next w e l l , Northeast 

17 Maijamar Unit Number 1. 

18 A. Yes. 

19 Q. What's the status on t h i s well? 

20 A. I t ' s been plugged, wellbore has been plugged. 

21 Q. Do you have any surface problems on t h i s well? 

22 A. I don't remember i f they -- I be l i e v e they 

23 moved the tanks. I'm not q u i t e sure. I do know t h a t 

24 some of t h a t s t u f f has got t o be removed o f f there. 

25 Q. But you agree w i t h Commission's testimony t h a t 
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1 i t has not been released 

2 A. Right. 

3 Q. -- except f o r the surface? 

4 A. Right. Just the wellbore only. 

5 Q. How soon w i l l you complete work on t h i s t h i n g 

6 where you can get i t released? 

7 A. I would t h i n k i t would be -- I know on the UA 

8 w e l l , t h a t shouldn't be no problem. On t h i s one, I'm not 

9 sure. I wouldn't t h i n k no longer than a week. 

10 Q. Are you doing t h i s work because t h i s hearing 

11 i s coming up? Why are you doing i t now? 

12 A. I'm t r y i n g t o -- i t needs t o be done and, 

13 also -- but, no, we're not doing i t j u s t because of the 

14 hearing. I t needs -- one reason i s on the Northeast 

15 Maijamar, was another one t h a t Buddy and them had owned 

16 or thought they owned on those conveyances. That's why 

17 t h i s one has taken longer t o do. We had s t a r t e d i n Eddy 

18 County on most of the plugging and then moved over t o Lea 

19 County, and t h a t ' s where --

20 Q. This w e l l i s f u r t h e r away from 

21 A. Yes. This w e l l i s a l l by i t s e l f . I t ' s not i n 

22 one of our leases. I t ' s one w e l l . 

23 Q. How about the Red Twelve Levers Federal Number 

24 8? 

2 5 A. I t has been plugged through the BLM. 
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Do you have any surface problems w i t h t h i s ? 

2 A. No, s i r . 

3 Q. How about the next w e l l , the State Number 1 

4 well? 

5 A. State Number 1 i s plugged. This i s one I 

6 beli e v e we got turned down on the i n s p e c t i o n . Since 

7 we 1ve been turned down, we have gone back and cleaned 

8 everything up, as i t i s said. I have not submitted --

9 re-submitted the form f o r them t o go back out and look, 

10 but i t has been -- i t should be ready t o release. I 

11 t h i n k we l e f t a separator on there or something else, but 

12 i t has been removed. 

13 Q. What do you have t o do f o r these f e d e r a l 

14 wells? Do you have t o re s t o r e the surface? 

15 A. Yes. You have t o do t h a t on the f e d e r a l s . 

16 Q- Have you done t h a t on the f e d e r a l wells? 

17 A. Yeah. Yes, s i r , i t should a l l be done. 

18 Q. Let's look at the l a s t w e l l , the Gulf Hanagan 

19 Federal Number 1. 

20 A. Yes. 

21 Q. What's the status of t h a t well? 

22 A. I t should be -- i t ' s been plugged and t h i s 

23 was an extension due a long time ago. As f a r as I know, 

24 we have got t h a t . Everything should be -- everything i s 

25 done on t h i s w e l l . 
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1 Q. Have you submitted the paperwork? 

2 A. To the BLM, yes. 

3 Q. Can you provide that? Do you know whether 

4 t h a t paperwork has been submitted t o the OCD? 

5 A. I do not know i f i t has or not. 

6 CHAIRMAN FESMIRE: Quick question. You 

7 said you got these o f f of the OCD Website? 

8 MR. PADILLA: To my knowledge. 

9 THE WITNESS: Most of them. 

10 CHAIRMAN FESMIRE: But you d i d n ' t get t h i s 

11 one o f f the OCD Website. 

12 THE WITNESS: Which one, s i r ? 

13 CHAIRMAN FESMIRE: The Gulf Hanagan Number 

14 1. 

15 THE WITNESS: Yes, s i r . That was on 

16 the -- see, i t says, "OCD Hobbs" on the very top. 

17 MS. ALTOMARE: I t ' s attached as p a r t of 

18 one of our e x h i b i t s , as w e l l . 

19 MR. PADILLA: I t ' s also date stamped at 

20 the bottom of t h i s by the OCD. 

21 CHAIRMAN FESMIRE: Okay. 

22 Q. (By Mr. P a d i l l a ) Mr. Welborn, do you have 

23 anything else t o add t o your testimony here today as f a r 
24 as compliance issues w i t h regard t o the Commission's 

25 order issued l a s t September? 
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1 A. I t h i n k t h a t we've got ev e r y t h i n g p r e t t y 

2 close, other than the C i t i e s Service and Kemnitz are the 

3 ones t h a t we got -- the r e s t of them at l e a s t had the 

4 wellbores plugged or a c t u a l l y released, other than the 

5 C i t i e s Service and the Kemnitz w e l l . 

6 Q. That's because of the time problems? 

7 A. Yeah, t h a t , and the issue of ownership. 

8 Q. Do you r e a l i z e t h a t you have t o do something 

9 now? 

10 A. Yes, s i r , I do. 

11 MR. PADILLA: Pass the witness. 

12 CHAIRMAN FESMIRE: Ms. Altomare? 

13 MS. ALTOMARE: Thank you. 

14 CROSS-EXAMINATION 

15 BY MS. ALTOMARE: 

16 Q. Mr. Welborn, we're here r e a l l y t o answer j u s t 

17 one question, and t h a t i s whether or not Marks & Garner 

18 complied w i t h the order t h a t was issued i n September of 

19 2008. Did Marks & Garner meet the deadlines t h a t were 

20 e s t a b l i s h e d by the order issued by t h i s Commission i n 

21 September of 2008? 

22 A. Probably, no. 

23 Q. And as of today, has Marks & Garner brought, 

24 you know, a f t e r the f a c t , brought the w e l l s t h a t were 

25 l i s t e d i n t h a t order i n t o compliance w i t h the terms of 
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1 t h a t order? 

2 A. I ' d say a l l except f o r the Kemnitz and C i t i e s 

3 Service. 

4 Q. But the answer i s no; r i g h t ? 

5 A. Yeah. 

6 Q. Okay. You've i n d i c a t e d t h a t you are ready t o 

7 post a new blanket bond, but you have not yet done so? 

8 A. Correct. 

9 Q. You've known t h a t t h i s hearing has been coming 

10 up. Why di d n ' t you post i t p r i o r t o today and walk i n 

11 today ready t o show us t h a t you had posted a new blanket 

12 bond? 

13 A. I had t o get the funds. 

14 Q. Okay. I ' d l i k e t o walk through your packet, 

15 E x h i b i t Number 1. I s the C i t i e s Service State -- t h i s i s 

16 a n o t i c e of i n t e n t i o n . That document i s executed by OCD 

17 D i s t r i c t O f f i c e personnel, n o t i c e of i n t e n t i o n t o plug 

18 and abandon t h a t w e l l ; correct? 

19 A. Correct. 

2 0 Q. You understand t h a t Marks & Garner w i l l be 

21 responsible t o reimburse the s t a t e f o r t h a t plugging i f 

22 t h a t occurs? 

23 A. Yes. 

24 Q. And t h a t you, as Marks & Garner, not any other 

25 i n c a r n a t i o n of Marks & Garner; co r rec t? 
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1 A. Correct. 

2 Q. The next w e l l t h a t you addressed was the 

3 Graham Federal Number 3. This sundry was the same sundry 

4 t h a t was used as an e x h i b i t i n the de novo hearing p r i o r 

5 t o the September 2008 hearing. Do you r e c a l l that? 

6 A. Yes. 

7 Q. And you t a l k e d about how i t was placed back on 

8 production? 

9 A. Uh-huh. 

10 Q. Do you r e c a l l a discussion a f t e r t h a t about 

11 how i t was important t h a t we also have C-103s documenting 

12 what i t was t h a t Marks & Garner d i d t o f i x the w e l l or 

13 b r i n g i t back on production? 

14 A. I don't r e c a l l e x a c t l y what was said. We had 

15 t o do some sundry n o t i c e s , but --

16 Q. Did you understand t h a t t h a t was why the 

17 Commission ordered you t o f i l e those C-103 sundries on 

18 t h i s w e l l and other w e l l s l i k e i t , t o document the r e p a i r 

19 work t h a t was done on the w e l l t o b r i n g i t back on l i n e ? 

20 A. I thought we were c l e a r on what was going on 

21 w i t h these two w e l l s i n p a r t i c u l a r , the Graham and 

22 Jennings. 

23 Q. Do you have our E x h i b i t A i n f r o n t of you? 

24 A. No, I do not. 

25 MS. ALTOMARE: Counsel, do you have the 
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1 E x h i b i t A? 

2 MR. PADILLA: I don't. 

3 Q. I ' d l i k e t o d i r e c t your a t t e n t i o n t o pages 9 

4 through 11, s t a r t i n g at orde r i n g Paragraph Number 2 on 

5 page 10. 

6 A. Which page? 

7 Q. Page 10 of the order, and i t ' s o r d e r i n g 

8 paragraph 2. 

9 A. Page 10? 

10 MR. PADILLA: I have a copy of the order, 

11 i f t h a t ' s what you're looking f o r . I t ' s not E x h i b i t A. 

12 Q. (By Ms. Altomare) I apologize. This i s what 

13 happens when you t r y t o minimize the amount of copies you 

14 make. I'm going t o go ahead j u s t d i s r e g a r d the notes 

15 t h a t are on t h a t . 

16 I f you can look at o r d e r i n g Paragraph Number 

17 2, please. I t references the previous designation of the 

18 OCD r u l e t h a t requires the f i l i n g of C-103 sundries f o r 

19 subsequent remedial work performed. You understand t h a t 

20 ' operators are req u i r e d t o f i l e those sundries and t h a t 

21 t h a t was what the Commission was or d e r i n g you t o do? 

22 A. When I read i t here, i t says, " f i l e w i t h the 

23 D i v i s i o n t r u e and accurate sundry notices on Form C-103 

24 f o r the remedial work performed or ensure t h a t the 

25 D i v i s i o n receives copies of the sundry notices f i l e d w i t h 
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1 United States Department of the I n t e r i o r , Bureau of Land 

2 Management," which I f e l t l i k e at t h a t time those sundry 

3 repor t s -- t o me, when I read t h a t , I f e l t l i k e the 

4 sundry r e p o r t s from the BLM were --

5 Q. Can you show me where on t h a t sundry r e p o r t i t 

6 documents what remediation work was done? 

7 A. There was r e a l l y no -- I mean, maybe I'm --

8 remedial work i s -- t h a t ' s not j u s t d i r t work, i s i t ? 

9 Q. Remedial work i s what you d i d t o the w e l l t o 

10 f i x i t . 

11 A. Then I had messed up on not p u t t i n g replaced 

12 the flow l i n e s on them two forms. 

13 Q. That's what I was going t o say. You j u s t 

14 t e s t i f i e d t h a t you replaced some s t u f f on them. 

15 A. Right. Correct. 

16 Q. And, again, you d i d n ' t do t h a t f o r t h i s w e l l ; 

17 correct? 

18 A. Correct. I d i d not put t h a t on t h a t form. 

19 Q. The next w e l l i n your packet i s the Jennings 

20 Federal Number 2, and the same s i t u a t i o n ? 

21 A. Correct. 

22 Q. So you placed i t back on production on 

23 December 1st of 2007, and you d i d f i l e a sundry 

24 - i n d i c a t i n g t h a t , but you haven't f i l e d anything t o 

25 i n d i c a t e what r e p a i r s were made, t h a t you replaced any 
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equipment or anything l i k e that? 

2 A. No. This i s a l l I have. 

3 Q. I'm also showing t h a t we don't have any 

4 production r e p o r t s since June. 

5 A. Since June? 

6 Q. Yeah. Have you --

7 A. Yes. I b e l i e v e I had them a l l the way up 

8 through September. I t should --

9 Q. So you don't have an explanation f o r why we 

10 would be showing delinquent production r e p o r t s on t h a t 

11 well? 

12 A. Not unless you d i d not receive them c o r r e c t l y , 

13 but t h a t should not be an issue. 

14 Q. The next w e l l l i s t e d i n your packet i s the 

15 Kemnitz 17 State? 

16 A. Yes. 

17 Q. Again, as w i t h the C i t i e s Service, you 

18 understand t h a t you w i l l be responsible f o r the 

19 reimbursement t o the s t a t e i f t h i s plugging does go 

20 forward? 

21 A. Correct. 

22 Q. And t h a t t h i s document r e f l e c t s t h a t the s t a t e 

23 OCD D i s t r i c t O f f i c e personnel have f i l e d a n o t i c e of 

24 i n t e n t i o n t o plug t h i s well? 

25 A. Correct. 
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1 Q. The next sundry i s f o r the State Number 2, 

2 and, again, I i n d i c a t e d t h a t t h i s was an e r r o r on our 

3 p a r t i n i n c l u d i n g t h i s . I s t h i s the ki n d of work t h a t 

4 you performed on the other two w e l l s , the Jennings and 

5 the Graham Federal? 

6 A. Some of i t would have been s i m i l a r . We d i d 

7 not put a motor on the other two. 

8 Q. But re p l a c i n g a flow l i n e and th i n g s of t h a t 

9 nature? 

10 A. Yes. 

11 Q. So t h i s i s the k i n d of sundry t h a t we would 

12 expect t o receive on those two? 

13 A. Yes. 

14 Q. I t h i n k we've already discussed t h a t we 

15 understand t h a t Theos State has been released at t h i s 

16 p o i n t i n time. I ' d l i k e t o f l i p a couple of pages over 

17 t o the Northeast Maijamar. Do you r e c a l l hearing Mr. 

18 Sanchez t e s t i f y t h a t OCD records r e f l e c t t h a t d i s t r i c t 

19 personnel noted t h a t they had been t o the s i t e and t h a t 

20 the s i t e should not be released as of February 2009, 

21 because there was s i g n i f i c a n t t h i n g s on the s i t e ? 

22 A. Um-hum. 

23 Q. Do you know any th ing about tha t? 

24 A. I d o n ' t know - - I know there has been - - I 

25 need t o go look at the s i t e again , too , but I know i t ' s 
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t o be released. 

2 Q. I t looks l i k e t h i s w e l l was plugged i n 

3 September of 2008, and as of e a r l y 2009, there was s t i l l 

4 s i g n i f i c a n t junk on the s i t e t h a t needed t o be cleaned 

5 up? 

6 A. I'm sure, yeah. 

7 Q. And i t s t i l l has not been released; i s t h a t 

8 r i g h t ? 

9 A. That's c o r r e c t . 

10 Q- You i n d i c a t e d w i t h regard t o the next one, the 

11 Red Twelve Levers Federal Number 8, t h a t t h i s w e l l has 

12 been plugged and released? 

13 A. I t has been plugged through the BLM. 

14 Q. However, the sundry t h a t you've provided i s a 

15 no t i c e of i n t e n t . I f i t ' s been plugged and abandoned, 

16 where i s the subsequent r e p o r t documentation? 

17 A. This must be a mistake, but i t has been done. 

18 Q. Do you know i f t h i s p a r t i c u l a r sundry was 

19 obtained from the BLM or from the OCD Website? 

20 A. This one was -- I be l i e v e was from the BLM. 

21 This one d i d not come o f f your Website. 

22 Q- Do you understand t h a t you are required t o 

23 ensure t h a t we're provided w i t h copies of these documents 

24 and t h a t 

25 A. Right. 
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1 Q. -- t h i s only i n d i c a t e s t h a t your w e l l has 

2 been -- t h a t there's n o t i c e t h a t i t ' s going t o be 

3 plugged? 

4 A. Yeah. But I ' l l t e s t i f y t h a t I was there when 

5 we plugged t h a t w e l l and a c t u a l l y done i t . 

6 Q. With regard t o the very l a s t w e l l , again, 

7 you're t e s t i f y i n g today e x a c t l y as you t e s t i f i e d p r i o r t o 

8 the September 2008 hearing, t h a t the w e l l has been 

9 plugged as f a r as you know, i t should be, t h a t the 

10 documentation should be given t o us, t h i s k i n d of t h i n g . 

11 However, the only documentation we're showing i s t h a t you 

12 were given an extension, but we don't have a subsequent 

13 r e p o r t showing t h a t i t has been completed. You assured 

14 us, as you are today, back i n the hearing p r i o r t o 

15 September 2008 order, t h a t you would ensure t h a t the 

16 documents got forwarded t o us so t h a t our records are 

17 complete. However, we haven't received any of t h a t . 

18 What explanation do you have f o r that? 

19 A. Just -- I know we've submitted s t u f f t h a t --

2 0 submitted i t where the wellbore had been plugged. 

21 Q. Okay. But you were made aware at t h a t l a s t 

22 hearing t h a t the OCD -- our records i n d i c a t e d t h a t t h i s 

23 w e l l was s t i l l out of compliance. Even t o the extent 

24 t h a t the Commission had ordered you t o update t h i s and 

25 was considering i t out of compliance and they were 
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1 o r d e r i n g you t o b r i n g t h i s w e l l i n t o compliance by e i t h e r 

2 r e t u r n i n g i t t o production or plugging i t or o b t a i n i n g 

3 approved TA status f o r i t , and you s t i l l d i d n ' t provide 

4 any f u r t h e r documentation. Why wasn't any f u r t h e r 

5 documentation provided? 

6 A. I do not know. 

7 Q. You recognize t h a t -- or you acknowledged t h a t 

8 the Commission has, by or d e r i n g you t o do things f o r 

9 w e l l s l i k e the C i t i e s Service, the Kemnitz, the Northeast 

10 Maijamar, they have recognized you as the responsible 

11 p a r t y f o r those w e l l s , and t h a t you are, as your counsel 

12 had i n d i c a t e d , on the hook, so t o speak, f o r those wells? 

13 A. Yes. 

14 Q. The Cave Pool Unit w e l l s , the 2 7 and the 36, 

15 you are aware t h a t both of those w e l l s were plugged by 

16 the state? 

17 A. Yes. 

18 Q. And you recognize t h a t you are responsible f o r 

19 reimbursing the s t a t e f o r anything t h a t wasn't covered by 

20 your o r i g i n a l blanket bond? 

21 A. Yes. We d i d have those -- there was 

22 a d d i t i o n a l bonding on those t h a t they have p u l l e d from 

23 me. 

24 Q. Mr. Welborn, you were ordered t o do a l o t o f 

25 t h ings t o come i n t o compliance back i n September of 2008 
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1 and made a l o t of assurances t h a t you were t r y i n g t o get 

2 on t r a c k and whatnot. As r e c e n t l y as l a s t week, we've 

3 seen an increase i n the number of i n a c t i v e w e l l s . I 

4 believe we've got 18 i n a c t i v e w e l l s f o r Marks & Garner 

5 according t o OCD records. 

6 A. Could be due t o the reason t h a t you a l l have 

7 on the C-115s, but I don't b e l i e v e we have anymore down 

8 and I don't b e l i e v e t h a t ' s accurate. I need t o , I guess, 

9 look at t h a t l i s t and --

10 Q. A l l r i g h t . 

11 A. And, of course, i f some of them haven't been 

12 plugged and released, I don't know i f t h a t ' s p a r t of them 

13 on there or not. 

14 Q. Do you recognize t h a t you also owe a d d i t i o n a l 

15 f i n a n c i a l bonding on s i x wells? 

16 A. I don't believe i t was s i x . I do know we had 

17 a couple. 

18 Q. I s Marks & Garner prepared t o post the 

19 a d d i t i o n a l bonding on those s i x wells? 

2 0 A. We'll do what we've got t o do. 

21 Q. Do you understand t h a t i f Marks & Garner i s 

22 found out of compliance w i t h an order issued by the 

23 Commission ord e r i n g i t t o do th i n g s by a date c e r t a i n 

24 t h a t i n order t o come back i n t o compliance, you w i l l have 1 
1 

25 t o come back and e s t a b l i s h t h a t you have done these | 
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2 A. (Witness nods head.) 

3 MS. ALTOMARE: I don't have any f u r t h e r 

4 q u e s t i o n s . 

5 

6 

CHAIRMAN FESMIRE: Mr. P a d i l l a , r e d i r e c t ? 

MR. PADILLA: No. I don't have a n y t h i n g 

7 

8 

f u r t h e r . 

CHAIRMAN FESMIRE: Commissioner B a i l e y ? 

9 EXAMINATION 

10 BY COMMISSIONER BAILEY: 

11 Q. You made a comment t h a t on t h e f e d e r a l w e l l s , 

12 yes, you were g o i n g t o r e s t o r e and reseed t h e l o c a t i o n s ? 

13 A. Um-hum. 

14 Q. Are you g o i n g t o do t h a t on t h e s t a t e 

15 l o c a t i o n s , a l s o ? 

16 A. Yeah. There's j u s t a l i t t l e b i t d i f f e r e n t 

17 g u i d e l i n e s as t o what t h e s t a t e asks and what t h e BLM 

18 asks you t o do. 

19 Q. But you do r e c o g n i z e t h a t s t a t e l o c a t i o n s do 

20 need t o be r e s t o r e d and reseeded? 

21 A. Yes. 

22 COMMISSIONER BAILEY: Thank you. That's 

23 a l l I have 

24 CHAIRMAN FESMIRE: Commissioner Olson? 

25 
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1 EX/AM I NAT ION 

2 BY COMMISSIONER OLSON: 

3 Q. I guess j u s t one general question. This order 

4 placed some deadlines out there l a s t year. 

5 A. Yes, s i r . 

6 Q. Why d i d n ' t Marks & Garner comply w i t h them? 

7 A. Like I said, we d i d the best we could under 

8 f i n a n c i a l s t r a i n and everything. We're s t r i v i n g t o get 

9 t h a t done. 

10 COMMISSIONER OLSON: That's a l l I have. 

11 EXAMINATION 

12 BY CHAIRMAN FESMIRE: 

13 Q. Mr. Welborn, on the two w e l l s t h a t the s t a t e 

14 has plugged, you are under an order t o plug these, also; 

15 i s t h a t correct? 

16 A. Correct. 

17 Q. And you d i d n ' t plug them? 

18 A. Correct. 

19 Q. Why? 

20 A. We were plugging other w e l l s , and then they --

21 I guess they i t wasn't quick enough, and they plugged 

22 them. They were going t o plug more of them, but we 

23 plugged --we were plugging I t h i n k Theos State and a 

24 couple of d i f f e r e n t w e l l s out there, and then when I knew 

25 they were plugging them, they were already rigged up and 
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on them. 

2 Q. Now, the Kemnitz and the other w e l l t h a t you 

3 said you di d n ' t own --

4 A. C i t i e s Service. 

5 Q. -- C i t i e s Service w e l l , you are a partner i n 

6 Marks & Garner now? 

7 A. Yes. 

8 Q. Did you purchase the company? 

9 A. Yes. 

10 Q. Were these w e l l s leased t o the company at the 

11 time you purchased the wells? 

12 A. Yes. 

13 Q. And i t ' s your contention at l e a s t on the 

14 Kemnitz t h a t the lease has lapsed; r i g h t ? 

15 A. Correct. 

16 Q- Does t h a t i n any way r e l i e v e you of the 

17 r e s p o n s i b i l i t y f o r plugging t h a t well? 

18 A. No, s i r . 

19 Q. And --

20 COMMISSIONER BAILEY: Restoring and 

21 reseeding. 

22 Q. -- r e s t o r i n g and reseeding? 

23 A. No. I'm not saying t h a t does t h a t at a l l . 

24 Q- And you have not f i l e d the C-103s t o t e l l us 

25 what you 've done on the Kemnitz or the C i t i e s Service, 
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1 have you? 

2 A. I have not done anything t o them. 

3 Q. And you understand t h a t you were ordered t o 

4 under t h i s order? 

5 A. Yes. Well, yeah, t h a t was -- I d i d n ' t know 

6 e x a c t l y what i t said on the C-103s on t h a t , on those two 

7 w e l l s . 

8 Q. Did you work on those wells? 

9 A. No, I have not worked on those w e l l s . 

10 Q. You have not touched those w e l l s since you 

11 purchased the company? 

12 A. We owned them f o r a p e r i o d of time. And then 

13 when we had our s p l i t up w i t h our ex-partner, some of the 

14 money we owed him, he was supposed t o -- i t ' s a long 

15 s t o r y , but he was supposed t o -- we conveyed the w e l l s 

16 over t o him, and since t h a t day, I have not done anything 

17 t o them. 

18 Q. And you have not gotten the a d d i t i o n a l bonding 

19 on the Red Twelve State Number 6? 

20 A. We had a bond on the Red Twelve State Number 

21 6, unless i t got p u l l e d . But I do remember p o s t i n g one 

22 f o r the Red Twelve State Number 6. 

23 Q. What about the Northeast Maijamar Unit Number 

24 1? 

25 A. No, we never d i d do t h a t . That was one of the 
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1 three w e l l s t h a t -- no, we d i d not do the Northeast 

2 Maijamar Number 1. 

3 Q. Why i s that? 

4 A. I don't know. I thought i t had been released 

5 and -- of course, we plugged the wellbore, which I know 

6 we s t i l l have t o have t h a t on there, but we posted other 

7 ones I knew we could work on, and f i n a n c i a l s t r a i n . 

8 Q. So you d i d plug the Northeast Maijamar Unit 

9 Number 1. I t j u s t hasn't been released? 

10 A. Correct. 

11 Q. Did you f i l e a C-103 on that? 

12 A. From how we plugged i t ? 

13 Q. Yeah. 

14 A. Yes, s i r . I t should be i n t h i s e x h i b i t . 

15 Q. Do you remember which one i t was? 

16 A. I t ' s about r i g h t i n the middle, page number 8. 

17 Q. And d i d you do anything t o i t p r i o r t o 

18 plugging i t ? 

19 A. No. 

2 0 Q. Are you req u i r e d t o f i l e a C-103 when you 

21 change out the flow l i n e and put the w e l l back on 

22 production? 

23 A. I'm sorry? 

24 Q. Are you r e q u i r e d t o f i l e a C-103 form w i t h the 

25 OCD or the equ iva l en t , w i t h the BLM, when you change out 

PAUL BACA PROFESSIONAL COURT REPORTERS 
3db3a686-2bca-4c92-a5e8-d 1 b5cf4bcdbd 



j 

Page 81 
1 a flow l i n e and put a w e l l back on production a f t e r i t ' s 

2 been o f f production f o r a s i g n i f i c a n t l ength of time? 

3 A. Yeah, I guess so. Yes, s i r . j 

4 Q. The Red Twelve Levers Number 8, you said i t 

5 was plugged? 

6 A. Yeah. j 

7 

8 

Q. Number 8Q, I guess? | 

A. Yeah. I don't know i f they've inspected i t , 

9 but we do have -- the wellbore has been plugged f o r sure. | 

10 We've done the work. I don't know i f i t has been 

11 released through the BLM. j 

12 CHAIRMAN FESMIRE: I have no f u r t h e r 

13 questions. 

14 COMMISSIONER OLSON: Can I f o l l o w up on | 

15 j u s t one thing? j 
1 

16 i 
I was looking at the C-103 Form f o r the j 

17 I 
Northeast Maijamar Unit Number 1, and I note on there j 

18 i t ' s stamped by the OCD t h a t t h i s approved f o r the 1 
| 

19 
'i 

plugging of the wellbore only and references t h a t you j 

20 need t o f i l e a subsequent r e p o r t , C-103, f o r the f i n a l j 

21 closure of the s i t e . Have you f i l e d that? j 

22 THE WITNESS: No, s i r . That was the one J 
1 

23 t h a t she had asked about. They had been there i n | 

24 February and said t h a t i t was not -- t h a t there was s t i l l I 

25 i 
some equipment on there. j 
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1 COMMISSIONER OLSON: Okay. That's a l l . 

2 CHAIRMAN FESMIRE: Mr. P a d i l l a , do you 

3 have any r e d i r e c t on those subjects? 

4 MR. PADILLA: No. 

5 CHAIRMAN FESMIRE: Anything f u r t h e r , Ms. 

6 Altomare? 

7 MS. ALTOMARE: No. 

8 CHAIRMAN FESMIRE: Thank you, Mr. Welborn. 

9 Closing argument, Ms. Altomare? 

10 MS. ALTOMARE: Just b r i e f l y . Again, I 

11 j u s t b a s i c a l l y want t o say t h a t we're r e a l l y here t o 

12 address one question, and t h a t i s , d i d Marks & Garner 

13 comply w i t h the order t h a t was issued by t h i s Commission 

14 on September 11, 2008, and the answer t o t h a t i s c l e a r l y 

15 no. Mr. Welborn has himself acknowledged t h a t even t o 

16 date, over a year l a t e r , they have s t i l l not brought 

17 t h e i r w e l l s i n t o compliance w i t h the terms of t h a t order. 

18 Rule 19.15.5.9(A)(2) provides an operator i s 

19 not i n compliance w i t h Rule 5.9 i f an order issued a f t e r 

20 n o t i c e of hearing f i n d i n g the operator t o be i n v i o l a t i o n 

21 w i t h an order r e q u i r i n g c o r r e c t i v e a c t i o n i s issued. We 

22 are asking i n t h i s case t h a t such an order be issued, 

23 simply s t a t i n g t h a t an order was issued by t h i s 

24 Commission s e t t i n g c l e a r dates f o r c o r r e c t i v e a c t i o n t o 

25 be done by Marks & Garner. They f a i l e d t o abide by t h a t , 
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1 and as such, they are c u r r e n t l y i n v i o l a t i o n of an order 

2 r e q u i r i n g c o r r e c t i v e a c t i o n . 

3 I f at such time Marks & Garner does come i n t o 

4 compliance and remedy the compliance issues t h a t they 

5 have, they can then c e r t a i n l y p e t i t i o n the Commission f o r 

6 a hearing t o enter an order s t a t i n g t h a t they have now 

7 come i n t o compliance and are no longer i n v i o l a t i o n of an 

8 order r e q u i r i n g c o r r e c t i v e a c t i o n . But at t h i s p o i n t i n 

9 time, we f e e l t h a t t h i s i s e x a c t l y the ki n d of s i t u a t i o n 

10 t h a t these r u l e s are set up f o r , and we are asking f o r 

11 the Commission t o issue a very simple order f i n d i n g t h a t 

12 they are i n v i o l a t i o n of an order r e q u i r i n g c o r r e c t i v e 

13 a c t i o n . 

14 CHAIRMAN FESMIRE: Thank y o u . Mr. 

15 Welborn, you can go back t o your seat. 

16 Mr. P a d i l l a , c l o s i n g argument? 

17 MR. PADILLA: Very b r i e f l y . I t h i n k the 

18 testimony here shows here t h a t w i t h regard t o the C i t i e s 

19 Service and the Kemnitz w e l l s , there has been a problem, 

2 0 t i t l e problem, t h a t has been from the very beginning. I 

21 t h i n k Mr. Welborn was p r e t t y f o r t h r i g h t i n acknowledging 

22 t h a t he has r e s p o n s i b i l i t y or Marks & Garner has 

23 r e s p o n s i b i l i t y f o r these w e l l s and any of h i s w e l l s . 

24 I t h i n k , b a s i c a l l y , the remainder of the 

25 w e l l s , there's been s u b s t a n t i a l compliance i n terms of 
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1 plugging the w e l l s and i n terms of meeting f i n a n c i a l 

2 r e s p o n s i b i l i t i e s w i t h the OCD as f a r as bonding 

3 requirements are concerned. I t i s d i f f i c u l t f o r -- i n 

4 terms of meeting those requirements when, you know, 

5 there's compliance t a k i n g place and, a l l of a sudden, the 

6 OCD comes from the other d i r e c t i o n plugging w e l l s . I'm 

7 not making any excuses f o r Marks & Garner when they 

8 f a i l e d t o t i m e l y plug the w e l l s , but they were plugging 

9 the w e l l s and t h e i r bonding was taken, e s p e c i a l l y the b i g 

10 $50,000 bond. My personal knowledge i s t h a t they owe the 

11 D i v i s i o n about $1,500 due t o plugging requirements or f o r 

12 the costs t h a t the OCD i n c u r r e d . 

13 Mr. Welborn's testimony here today i n d i c a t e s 

14 t h a t h i s f i n a n c i a l a b i l i t y i s s a t i s f a c t o r y now t o go 

15 ahead and comply w i t h the OCD's bonding requirements, and 

16 w e ' l l f i l e the $15,000 bond today and i s prepared t o do 

17 any of the other bonding requirements. So we would ask, 

18 because of t h a t , and because of these other inspections, 

19 t h a t he be given some time t o comply w i t h whatever -- i n 

20 any order t h a t the Commission orders, t o f i n i s h 

21 compliance. 

22 I don't t h i n k t h a t you have a t o t a l d isregard 

23 of the order here. I t h i n k there's been an e f f o r t t o 

24 comply, e s p e c i a l l y i n view of the f a c t t h a t Mr. Welborn 

25 has been out p r e t t y much the whole f a l l w i t h medical 
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1 problems. But I t h i n k I'm not asking f o r leniency, 

2 but I hope t h a t the Commission would look i n t o and 

3 consider those problems and t h a t e f f o r t has been made. 

4 There has not been a t o t a l d i s r e g a r d here i n terms of 

5 t r y i n g t o come i n t o compliance w i t h the Commission's 

6 order. 

7 CHAIRMAN FESMIRE: Thank you, Mr. P a d i l l a . 

8 At t h i s time, the Commission w i l l take the case under 

9 advisement and go i n t o executive session. We would ask 

10 t h a t the attorneys hang around u n t i l noon. I f we haven't 

11 made a de c i s i o n by noon, w e ' l l go ahead and break f o r 

12 lunch. When we get done and announce our dec i s i o n , we 

13 w i l l ask the attorneys t o d r a f t proposed f i n d i n g s and 

14 conclusions. I'm going t o ask t h a t you hang around u n t i l 

15 noon. I f we go longer than t h a t , w e ' l l go ahead and have 

16 lunch and come back. Thank you a l l . 

17 (The Commission went i n t o executive session.) 

18 CHAIRMAN FESMIRE: At t h i s time, we w i l l 

19 go back on the record i n Case Number 14041. During the 

20 executive session the Commission discussed t h a t case and 

21 nothing but t h a t case. We have come t o a decisio n . 

22 We f i n d t h a t the D i v i s i o n i s e n t i t l e d t o an 

23 order f i n d i n g Marks & Garner i n v i o l a t i o n of Rule 5.9. 

24 We would ask t h a t the counsel f o r the p a r t i e s d r a f t 

25 proposed f i n d i n g s and conclusions and submit them t o 
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1 Counsel Bada w i t h i n two weeks. I s there anything f u r t h e r 

2 from the Commission on t h i s case? 

3 COMMISSIONER BAILEY: No. 

4 COMMISSIONER OLSON: No. 

5 MS. ALTOMARE: One t h i n g I f o r g o t t o do, 

6 and t h i s i s way out of order, I f o r g o t t o move f o r the 

7 admission of E x h i b i t s A through G, without F, I guess, 

8 since you r u l e d against F. I know i t ' s a f t e r the f a c t , 

9 but j u s t t o make the record c l e a r . 

10 CHAIRMAN FESMIRE: Mr. Padi l l a ? 

11 MR. PADILLA: No o b j e c t i o n , and d i t t o . 

12 MS. ALTOMARE: I t h i n k we a l l missed the 

13 boat on t h a t one, but I thought j u s t t o make sure the 

14 record i s c l e a r speaking of e x h i b i t s . 

15 CHAIRMAN FESMIRE: I guess at t h i s time we 

16 w i l l admit E x h i b i t s A through G, not i n c l u d i n g F, and 

17 E x h i b i t 1 from Marks & Garner. I s there anything else i n 

18 t h i s case, anything else we f o r g o t t o do? 

19 ( E x h i b i t s A through G ( o m i t t i n g F) were admitted.) 

20 ( E x i b i t 1 was admitted.) 

21 MR. PADILLA: When you say, " f i n d i n g s and 

22 conclusions," i n the l a s t hearing I d i d t h a t . I a c t u a l l y 

23 d i d f i n d i n g s and conclusions. Do you mean a proposed 

24 order, instead, or --
25 CHAIRMAN FESMIRE: Findings and 
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1 conclusions would include a proposed order, yes. You 

2 know, t h i s i s t o help make sure counsel, when they d r a f t 

3 the order, doesn't miss any of the p e r t i n e n t f i n d i n g s . 

4 MR. PADILLA: So i n other words, a 

5 proposed order w i t h the fi n d i n g ? 

6 MS. BADA: That w i l l be f i n e . 

7 MR. PADILLA: The l a s t time I was a l i t t l e 

8 confused, and I j u s t d i d f i n d i n g s and conclusions l i k e 

9 you would i n co u r t . 

10 MS. ALTOMARE: By two weeks from today? 

11 CHAIRMAN FESMIRE: Two weeks from today, 

12 which w i l l be the 3 0th of December. 

13 MS. ALTOMARE: Okay. New Year's Eve? The 

14 31st? 

15 CHAIRMAN FESMIRE: Yes. We are not going 

16 t o be on fur l o u g h t h a t day, I understand, so we can go 

17 ahead and do i t . 

18 MS. ALTOMARE: Could we p o s s i b l y bump i t 

19 u n t i l a f t e r the new year, simply because w i t h the 

20 holidays and -- I'm going t o be out t h a t e n t i r e week, so 

21 i t would b a s i c a l l y mean I ' d have t o do i t next week, 

22 which i s f i n e i f t h a t ' s your preference. 

23 CHAIRMAN FESMIRE: Since i t ' s j u s t dawned 

24 on me t h a t Florene i s n ' t here, I t h i n k our next meeting 

25 i s the 14th of January. 
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1 MS. BADA: I'm out u n t i l then, so t h a t 

2 would be f i n e . 

3 CHAIRMAN FESMIRE: Let's delay t h a t . We 

4 w i l l r e q u i r e the Tuesday a f t e r New Year's f o r submission 

5 of the f i n d i n g s and f a c t and conclusions of law and the 

6 proposed order. And w i t h t h a t , i s there anything else i n 

7 Case Number 14041? Thank you a l l . Would you be so kind, 

8 when you go u p s t a i r s , t o t e l l Florene we've s t i l l got the 

9 r e s t of the meeting? 

10 MS. ALTOMARE: Yes. Let's go o f f the 

11 record u n t i l Florene gets here. 

12 (A recess was taken.) 

13 CHAIRMAN FESMIRE: At t h i s time l e t ' s go 

14 back on the record. The next case i s Case Number 14326. 

15 I t ' s the de novo a p p l i c a t i o n of the New Mexico O i l 

16 Conservation D i v i s i o n f o r a compliance order against 

17 Nacogdoches O i l and Gas, Inc. That case has been 

18 continued t o the January 14th, 2010 Commission meeting. 

19 The next case before the Commission i s Case 

20 Number 14365. I t ' s the de novo a p p l i c a t i o n of COG 

21 Operating LLC f o r designation of a non-standard spacing 

22 u n i t and f o r compulsory p o o l i n g , Eddy County, New Mexico. 

23 That case also has been continued t o January 14th, 2010 

24 docket. 

25 The next case before the Commission i s Case 
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1 14366, the a p p l i c a t i o n of COG Operating LLC f o r 

2 designation of a non-standard spacing u n i t , unorthodox 

3 w e l l l o c a t i o n , and f o r compulsory p o o l i n g i n Eddy County, 

4 New Mexico. That case w i l l be continued t o the January 

5 14th, 2010 Commission docket. 

6 The next case before the Commission i s Case 

7 143 82, the a p p l i c a t i o n of Chesapeake Energy Corporation 

8 f o r c a n c e l l a t i o n of a permit t o d r i l l issued t o COG 

9 Operating LLC, Eddy County, New Mexico. That case w i l l 

10 be continued t o the January 14th, 2010 docket. 

11 The next case before the Commission i s Case 

12 Number 14323, a p p l i c a t i o n of Chesapeake Energy 

13 Corporation f o r c a n c e l l a t i o n of a permit t o d r i l l issued 

14 t o COG Operating LLC. That case has been continued t o 

15 the January 14th, 2010 docket. 

16 I s there anything else before the Commission 

17 today? At t h i s time, the Chair would e n t e r t a i n a motion 

18 t o adjourn. 

19 COMMISSIONER BAILEY: I so move. 

2 0 COMMISSIONER OLSON: Second. 

21 CHAIRMAN FESMIRE: A l l those i n favor 

22 s i g n i f y by saying aye. Let the record r e f l e c t t h a t the 

23 Commission meeting was adjourned at 11:35 a.m. on 

24 Wednesday, December 16, 2009. 
25 * * * 
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