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WHEREUPON, the f o l l o w i n g proceedings were had a t 

9:00 a.m.: 

CHAIRMAN FESMIRE: Well, good morning. I ' d l i k e 

t o c a l l t h i s meeting of the O i l Conservation Commission t o 

order. 

Note t h a t the time i s 9:00 a.m. on August 12, 

2004. We're located i n Porter H a l l i n the O i l Conservation 

D i v i s i o n o f f i c e i n Santa Fe, New Mexico. 

My name i s Mark Fesmire. 

To my r i g h t i s Jami Bailey. Ms. B a i l e y i s the 

designee of the Commissioner of State Lands, Mr. P a t r i c k 

Lyons. 

To my l e f t i s Commissioner Frank Chavez. Mr. 

Chavez i s the OCD supervisor i n Aztec and i s the appointee 

of t he Energy and Minerals Secretary, Ms. Joanna Prukop. 

To the l e f t of Mr. Chavez i s Mr. David Brooks. 

Mr. Brooks i s the Commission counsel. 

To the r i g h t of Ms. Bailey i s Florene Davidson. 

Ms. Davidson i s the Commission secretary. 

Our c o u r t r e p o r t e r as always i s Mr. Steve 

Brenner. 

Let the record r e f l e c t t h a t a l l t h r e e 

Commissioners or t h e i r designees are present. 

The f i r s t order of business today i s the adoption 

of the minutes of the l a s t meeting, which was h e l d J u l y 
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15th, 2004. Have the Commissioners had the o p p o r t u n i t y t o 

review the minutes of t h a t meeting? 

COMMISSIONER BAILEY: Yes, I have, and I move 

t h a t we adopt them. 

COMMISSIONER CHAVEZ: I second the motion. 

CHAIRMAN FESMIRE: The motion having been moved 

and seconded, a l l those i n favor? 

COMMISSIONER BAILEY: Aye. 

COMMISSIONER CHAVEZ: Aye. 

CHAIRMAN FESMIRE: A l l those opposed? 

The minutes of the J u l y 15th, 2004, meeting are 

hereby adopted. 

CHAIRMAN FESMIRE: The f i r s t order of business 

today i s Cause Number 13,268, i t ' s the O i l Conservation 

Commission proposed amendment t o 19.15.5.307 NMAC a l l o w i n g 

the o p e r a t i o n of w e l l s and gathering systems a t below 

atmospheric pressure. 

Counsel Brooks, you've been asked t o d r a f t an 

order i n t h i s case. Would you review the s t a t u s of the 

case and e x p l a i n the d r a f t order, please? 

MR. BROOKS: Yes, Mr. Chairman, honorable 

Commissioners. This case was heard before the Commission 

on J u l y the 15th, 2004. You w i l l r e c a l l t h a t the D i v i s i o n 
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presented i t s case i n favor of a proposed r u l e . There were 

some comments. The comments that were made were by the New 

Mexico O i l and Gas Association and BP America Production 

Company and Burlington Resources O i l and Gas. 

The p r i n c i p a l issue that was drawn i n the case 

was the r e s u l t of a proposal of BP America Production that 

the proposed Rule be amended to require only notice t o and 

not an agreement with a downstream gatherer where a we l l 

was operated at below atmospheric pressure and the gas 

production from that well was delivered t o an immediate 

gathering system and that immediate gathering system then 

delivered i t t o a secondary gathering system or pipeline. 

BP America f e l t that instead of the Division's proposal, 

which i n that s i t u a t i o n would require an agreement with 

t h a t second gathering system regarding the handling of that 

gas, th a t i t only would be necessary to have notice t o that 

second gathering system. 

I t was my understanding that the Commission 

determined t h a t , number one, that suggestion was not 

appropriate and there should be an agreement with the 

second gathering system, however the Commission was 

somewhat concerned about language of the proposed Rule 

which could have been interpreted as requiring the consent 

of the downstream gatherer to the manner of the we l l 

operator's operation of the w e l l , as opposed t o simply the 
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acceptance of the gas from t h a t w e l l , and consequently 

requested t h a t the proposed Rule be reworded t o remove t h a t 

suggestion. And accordingly, a rewording was adopted, and 

the new wording appears i n E x h i b i t A t o the proposed Order. 

There was one other change of a t e c h n i c a l 

character i n the language — and I do not have a copy of 

the proposed Order before me — ah, yes, t h i s was an issue 

t h a t was r a i s e d by Commissioner Chavez a t the previous 

hearing. 

There was a concern t h a t because the Rule 

r e q u i r e d n o t i c e t o the OCD before a w e l l was put on below-

atmospheric-pressure operation but was open-ended i n the 

sense t h a t the n o t i c e could be f i l e d a t any time before the 

w e l l was put on operation, there was some concern t h a t some 

operators might simply f i l e those n o t i c e s on a l l t h e i r 

w e l l s and t h e r e f o r e defeat the purpose of g i v i n g t he OCD 

n o t i c e of which w e l l s were t o be on below-atmospheric-

pressure o p e r a t i o n , and consequently the Commission voted 

t o add the language " w i t h i n 90 days before the beginning of 

an o p e r a t i o n a t below atmospheric pressure", as t o i n d i c a t e 

t h a t the operator was supposed t o only f i l e those n o t i c e s 

as t o w e l l s t h a t they intended w i t h i n t h a t 90-day p e r i o d t o 

place on operation a t below atmospheric pressure. 

I b e l i e v e those were the only changes t h a t were 

made i n the Rule as proposed by the D i v i s i o n , and the 
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Commissioner otherwise voted t o adopt i t . Obviously, t he 

d r a f t of the Rule i s before the Commissioners now, and i f 

they are s a t i s f i e d w i t h i t they can so vote, and i f not 

they can make any changes. 

The Order was d r a f t e d t o e x p l a i n the testimony 

t h a t appeared before the Commission and the reasons 

a r t i c u l a t e d by the Commissioners f o r adopting the Rule i n 

the form i n which i t p r e s e n t l y e x i s t s . 

CHAIRMAN FESMIRE: Have the Commissioners had the 

o p p o r t u n i t y t o review the proposed Order and the new Rule? 

COMMISSIONER BAILEY: Yes, I have, and I w i l l 

s i g n i t . 

COMMISSIONER CHAVEZ: I've read i t and I w i l l 

s i g n i t . 

CHAIRMAN FESMIRE: Okay, then there's a motion t o 

approve the d r a f t order? 

COMMISSIONER BAILEY: I move. 

CHAIRMAN FESMIRE: I s the r e a second? 

COMMISSIONER CHAVEZ: Second. 

CHAIRMAN FESMIRE: A l l those i n favor? 

COMMISSIONER BAILEY: Aye. 

COMMISSIONER CHAVEZ: Aye. 

CHAIRMAN FESMIRE: A l l those opposed? At t h i s 

time w e ' l l sign the order adopting the new Rule 307. 

* * * 
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CHAIRMAN FESMIRE: The next cause before the 

Commission i s Case Number 13,163, the A p p l i c a t i o n of the 

New Mexico O i l Conservation D i v i s i o n f o r an Order r e q u i r i n g 

Saba Energy of Texas t o b r i n g s i x w e l l s i n t o compliance, 

assessing c i v i l p e n a l t i e s and a u t h o r i z i n g the D i v i s i o n t o 

plu g s a i d w e l l s and f o r f e i t the a p p l i c a b l e s e c u r i t y i n 

d e f a u l t of compliance by the operator, i n Lea County, New 

Mexico, and Cause Number 13,163 as amended. 

Counsel Brooks, w i l l you review the s t a t u s of 

t h i s case and e x p l a i n the d r a f t order? 

MR. BROOKS: Yes, Mr. Chairman, honorable 

Commissioners. The Saba case was an a c t i o n by the D i v i s i o n 

t o r e q u i r e w e l l s t h a t had been i n a c t i v e f o r more than 90 

days plus one year, i n some cases considerably more, t o be 

plugged unless they could be re s t o r e d t o pro d u c t i o n or 

t e m p o r a r i l y abandoned i n accordance w i t h D i v i s i o n Rule 203. 

The D i v i s i o n appeared and presented i t s case. 

Saba, although they had f i l e d a de novo p e t i t i o n t o review 

the D i v i s i o n ' s d e c i s i o n i n t h i s case, d i d not appear. 

Their counsel withdrew p r i o r t o the hearing and no one 

appeared a t the hearing on behalf of Saba. 

An a t t o r n e y from Midland named James [ s i c ] Short 

appeared on behalf of c e r t a i n p a r t i e s who were c l a i m i n g an 

i n t e r e s t i n c e r t a i n of the w e l l s by r e v e r s i o n , the c l a i m 

being, i t was explained a t the hearing, t h a t the lease 
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under which Saba had d r i l l e d those w e l l s had ex p i r e d and 

t h a t h i s c l i e n t s were the owners of the mineral fee 

i n t e r e s t or some p o r t i o n thereof i n those p r o p e r t i e s . And 

Mr. Short s p e c i f i c a l l y requested t h a t f u r t h e r time be given 

i n order t o resolve the t i t l e issues so t h a t h i s c l i e n t 

could take over and r e s t o r e a t l e a s t one of those w e l l s t o 

pro d u c t i o n . 

The Commission determined, i t i s my 

understanding, t o allow Saba a l i m i t e d p e r i o d of time — 

b a s i c a l l y 30 days, i f I r e c a l l c o r r e c t l y ; and again I do 

not have the order before me, but I d i d a t the time — I 

had the record before me a t the time I prepared the d r a f t 

order. Yes, i t was 3 0 days from the date of issuance of 

the order, was my understanding of what the Commission had 

decided t o do as t o the w e l l s except the two t h a t Mr. 

Short's c l i e n t s were i n t e r e s t e d i n . And i n order t o 

accommodate Mr. Short's c l i e n t s , t o enable them t o resol v e 

the t i t l e issues, or t o o b t a i n r e l i e f from the D i s t r i c t 

Court, the time f o r compliance was extended t o December 

31st as t o those two w e l l s and the d r a f t order prepared 

a c c o r d i n g l y . 

I b e l i e v e t h a t i s my understanding of the 

s i t u a t i o n i n t h a t case. 

CHAIRMAN FESMIRE: Okay. Have the Commissioners 

had the o p p o r t u n i t y t o read the d r a f t order? 
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COMMISSIONER BAILEY: Yes. 

COMMISSIONER CHAVEZ: Yes, we have. I ' d move 

t h a t i t be accepted. 

CHAIRMAN FESMIRE: Okay, i s the r e a second? 

COMMISSIONER BAILEY: Yes. 

CHAIRMAN FESMIRE: A l l those i n favor? 

COMMISSIONER BAILEY: Aye. 

COMMISSIONER CHAVEZ: Aye. 

CHAIRMAN FESMIRE: Opposed? 

The Commission w i l l adopt the d r a f t order i n 

Cause Number 13,163. 

(Thereupon, these proceedings were concluded a t 

9:13 a.m.) 
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