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• 1 CHAIRMAN BAILEY: This i s a meeting of the 

2 O i l Conservation Commission on Thursday, February 23rd, 

3 i n Porter H a l l i n Santa Fe, New Mexico. 

4 To my r i g h t i s Commissioner Scott Dawson, 

5 designee of the Commissioner of Public Lands. To my l e f t 

6 i s Bob Balch, Dr. Robert Balch, designee of the Secretary 

7 of Energy, Minerals and Natural Resources. I am Jami 

8 Bailey, D i r e c t o r of the O i l Conservation D i v i s i o n . 

9 We w i l l be f i r s t hearing the minutes and then 

10 c a l l the C&D case. We'll go i n t o executive session and 

11 d e l i b e r a t e t h a t case, come back out of executive session 

12 and announce our f i n d i n g s . And we ask f o r a l l attorneys 

13 t o provide d r a f t orders f o r Commission Counsel, who i s 

14 B i l l Brancard today. 

15 Then we w i l l hear the Targa case and go i n t o 

16 executive session t o d e l i b e r a t e t h a t case, and then come 

17 back out and discuss the O i l Conservation D i v i s i o n ' s 

18 a p p l i c a t i o n f o r re-hearing of a r u l e amendment. So 

19 t h a t ' s our agenda f o r today i f you want t o gauge your 

20 p a r t i c i p a t i o n a c cordingly. 

21 Have the Commissioners had a chance t o read 

22 the minutes of the previous hearing? 

23 COMMISSIONER DAWSON: I have. 

24 COMMISSIONER BALCH: I have. 

25 CHAIRMAN BAILEY: Do I hear a motion t o 
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1 adopt the minutes of the hearing? j 

2 COMMISSIONER BALCH: I ' l l make a motion. 1 

3 COMMISSIONER DAWSON: - I ' l l second. 

4 . M R . BRANCARD: Madam Chair, i f I may make j 

5 a proposed change? On the f i r s t paragraph i t reads, "The j 

6 meeting was c a l l e d t o order of the minutes of the j 
7 December 8th" -- t h a t should be 2011, not 2012 meeting. 

8 CHAIRMAN BAILEY: I'm glad you caught 

9 t h a t . I t seems l i k e we're always very aware of i t at the 

10 very beginning of the year. With t h a t amendment, do we 

11 get adoption of the r e s t of the minutes? 

12 COMMISSIONER DAWSON: I ' l l motion. 

13 CHAIRMAN BAILEY: A l l those i n favor? 

14 I w i l l s ign on behalf of the Commission, w i t h 

15 the change t o be recorded by the Commission Counsel. 

16 I would l i k e t o c a l l Case Number 14055, 

17 A p p l i c a t i o n of C&D Management Company t o re-open Case 

18 Number 14 0 55, i n Eddy County, New Mexico. 

19 I understand t h a t the primary witness f o r C&D 

20 w i l l be a t t e n d i n g by telephone? 

21 MR. BRUCE: That i s c o r r e c t . 

22 CHAIRMAN BAILEY: And t h a t opposing 

23 counsel has no objection? 

24 MR. SWAZO: Correct. 

25 CHAIRMAN BAILEY: I f you'd l i k e t o be sure 
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1 t h a t she's on the phone and we can a l l hear her. 

2 MR. BRUCE: Okay. I f I could give you the 

3 phone number, Madam Chair? Her name i s Martina Castle. 

4 This i s Jim Bruce. Are you there? Can you hear 

5 us? 

6 MS. CASTLE: Hello? 

7 CHAIRMAN BAILEY: Martina? 

8 MS. CASTLE: Yes. 

9 MR. BRUCE: We're here. The hearing i s 

10 s t a r t i n g . And as I t o l d you over the phone before, we're 

11 i n f r o n t of the Commission, Commissioners B a i l e y and 

12 Balch and Dawson, and then Sonny Swazo and Daniel Sanchez 

13 are also here. 

14 MS. CASTLE: Okay. 

15 MR. BRUCE: I t h i n k , Madam Chair, the 

16 f i r s t order of business would be t o have the witness 

17 sworn i n . 

18 CHAIRMAN BAILEY: F i r s t I ' l l c a l l f o r 

19 appearances, and then w e ' l l swear the witness. 

20 MR. BRUCE: Madam Chair, Jim Bruce of 

21 Santa Fe, representing the a p p l i c a n t . I have one 

22 witness. 

23 MR. SWAZO: Sonny Swazo, w i t h the O i l 

24 Conservation D i v i s i o n . I have one witness, Daniel 

25 Sanchez. 
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1 CHAIRMAN BAILEY: Ms. Castle, i f you would 

2 stand t o be sworn? 

3 (One witness sworn.) 

4 MR. BRUCE: Can you hear me r i g h t now, 

5 Martina? 

6 THE WITNESS: Yes, I can. 

7 MR. BRUCE: Okay. 

8 CHAIRMAN BAILEY: Would you l i k e t o make 

9 an opening statement, Mr. Bruce? 

10 MR. BRUCE: Madam Chair, very b r i e f l y . 

11 I know the Commissioners read the pre-hearing 

12 statements, so I don't t h i n k we need t o say much. This 

13 case has had a long h i s t o r y . And Ms. Castle r e c e n t l y 

14 acquired the stock i n the company and wants t o do the 

15 r i g h t t h i n g and b r i n g these w e l l s i n t o compliance. And 

16 w e ' l l e x p l a i n more d u r i n g the testimony. 

17 CHAIRMAN BAILEY: Mr. Swazo? 

18 MR. SWAZO: Thank you, Madam Chair. I 

19 have a b r i e f opening. 

2 0 C&D Management i s asking -- they're requesting 

21 an order g i v i n g them a new schedule t o b r i n g t h e i r w e l l s 

22 i n t o compliance f o r reinstatement of t h e i r a u t h o r i t y t o 

23 t r a n s p o r t , and they're also asking us t o cease any 

24 plugging of the w e l l s . 

25 With regard t o the f i r s t request, we don't --
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1 i n general, we don't oppose any of t h e i r requests. With 

2 regard t o the f i r s t request, we would l i k e the Commission 

3 t o keep two important aspects of t h e i r current order. 

4 The f i r s t aspect i s we would want the 

5 Commission t o r e q u i r e C&D t o pl u g and abandon i t s w e l l s 

6 i f i t does not otherwise b r i n g the we l l s i n t o compliance 

7 by a date c e r t a i n . 

8 The other requirement i s t h a t we would want 

9 the Commission t o authorize the D i v i s i o n t o be able t o 

10 plug and abandon those w e l l s i n the event of C&D's 

11 noncompliance. 

12 The reason why we're asking f o r those two 

13 important p r o v i s i o n s t o be maintained i s there's been a 

14 l o t of h i s t o r y w i t h t h i s case. And we're not opposed 

15 t o - - we want C&D t o b r i n g the w e l l s i n t o compliance. We 

16 want them t o be successful i n t h e i r operations. But 

17 given the h i s t o r y , given the time, energy and money t h a t 

18 the D i v i s i o n has spent on b r i n g i n g t h i s case t o hearing 

19 i n order t o get a plugging order, we want t o make sure 

20 t h a t we have t h a t a b i l i t y t o plug the we l l s i n case C&D 

21 does not comply w i t h your order. 

22 With regard t o the reinstatement of a u t h o r i t y 

23 t o t r a n s p o r t , we don't oppose t h a t . C&D has i n d i c a t e d 

24 t h a t i t w i l l help them t o b r i n g the we l l s i n t o 

25 compliance. I t w i l l help them reimburse us f o r the 
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1 plugging costs t h a t we paid t o plug t h e i r w e l l s . I t w i l l 

2 help them provide the f i n a n c i a l assurance t h a t i s l a c k i n g 

3 on one of t h e i r w e l l s . And i t would otherwise help them 

4 f u l l y comply w i t h your order. 

5 With regard t o the request t o cease any 

6 plugging of the w e l l s r i g h t now, the OCD i s not c u r r e n t l y 

7 plugging any w e l l s . The OCD -- none of the wells are 

8 c u r r e n t l y scheduled t o be plugged. And we are w i l l i n g t o 

9 hold o f f on scheduling those w e l l s f o r any plugging u n t i l 

10 the outcome of your -- u n t i l you have issued a decis i o n 

11 i n t h i s matter. And t h a t ' s a l l I have t o say on my 

12 opening statement. 

13 MR. BRUCE: Madam Chair, we understand 

14 t h a t i f we don't comply w i t h the order t h a t plugging 

15 would re-commence. 

16 CHAIRMAN BAILEY: Okay. The witness has 

17 been sworn, so you i f you would present your case. 

18 MARTINA CASTLE 

19 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 : 

20 DIRECT EXAMINATION 

21 BY MR. BRUCE: 

22 Q. Ms. Cas t le , would you please s t a t e your name 

23 and c i t y o f residence? 

24 A. H i . I ' m Mar t ina Cas t l e , and I ' m i n Las Vegas, 

2 5 Nevada. 
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What i s your r e l a t i o n s h i p t o C&D Management 

2 Company? 

3 A. I am the sole shareholder and president of 

4 C&D. 

5 Q. And how long have you owned the company? 

6 A. About since mid-2011. 

7 Q. And i s C&D the operator of the 17 wells 

8 involved i n t h i s case? 

9 A. Yes, they are. 

10 Q. Were you involved i n any of the p r i o r hearings 

11 regarding b r i n g i n g C&D's we l l s i n t o compliance? 

12 A. No, I wasn't. Although I was aware t h a t 

13 hearings were t a k i n g place. 

14 Q. Let's do a l i t t l e h i s t o r y regarding C&D. Who 

15 owned C&D before you acquired ownership? 

16 A. That would be Thomas Kizer. 

17 Q. What was your r e l a t i o n s h i p w i t h Mr. Kizer? 

18 A. He was my long-time b o y f r i e n d of 20 years. 

19 Q. And what happened t o Mr. Kizer? 

20 A. Tom developed non-Hodgkin's lymphoma cancer, 

21 and he died A p r i l 6th, 2011. And under h i s w i l l , I 

22 received a l l of h i s property, i n c l u d i n g C&D's stock. And 

23 I b e l i e v e t h i s i s r e f l e c t e d i n E x h i b i t 3. 

24 Q. Why d i d n ' t C&D comply w i t h the previous orders 

25 of the Commission? 

4 
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1 A. You know, I'm not r e a l l y sure. But f o r a long 

2 time before he died, Tom seemed unable t o make f u l l 

3 decisions, and he j u s t seemed t o have t r o u b l e regarding 

4 the w e l l s . And I t h i n k i t was probably due t o h i s 

5 he a l t h . ° 

6 Q. Do you now wish t o have C&D comply w i t h the 

7 Commission's orders and b r i n g these w e l l s i n t o 

8 compliance? 

9 A. Yes, I do. 

10 Q. Now, a f t e r you became owner of C&D, d i d you 

11 contact the O i l Conservation D i v i s i o n regarding these 

12 matters? 

13 A. Yes, I d i d . I've been i n contact w i t h Daniel 

14 Sanchez, and Sonny was there, as w e l l , f o r a few of the 

15 conversations. We discussed what was necessary t o s t a r t 

16 complying w i t h the orders. 

17 Q. And do you understand t h a t there are several 

18 issues t h a t s t i l l have t o be resolved by C&D t o the 

19 s a t i s f a c t i o n of the Di v i s i o n ? 

2 0 A. Yes, I do. 

21 Q. Now, one of the b i g items was c o r r e c t i n g a l l 

22 of the r e p o r t i n g o b l i g a t i o n s on the w e l l s . What d i d you 

23 do regarding the r e p o r t i n g issue once you acquired 

24 ownership of C&D? 

25 A. Well, I h i r e d C&D, r a t h e r , h i r e d Stacey 
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1 Weatherford. She's an accountant i n A r t e s i a , and she's 

2 f a m i l i a r w i t h r e p o r t i n g matters. She's done r e p o r t i n g 

3 before f o r people. And as of l a s t month, she completed 

4 a l l r e p o r t i n g up t o January 2012. And t h a t ' s on a l l the 
( 

5 wel l s w i t h both the OCD and f e d e r a l government. 

6 Q. Has C&D h i r e d a pumper t o manage ph y s i c a l 

7 operation of the wells? 

8 A. Yes. Yes, we have. C&D has employed K i r k 

9 F e r r i s of A r t e s i a , and he's adv i s i n g me on what needs t o 

10 be done w i t h the w e l l s . 

11 Q. Are you also aware t h a t a d d i t i o n a l bonding of 

12 $6,725 i s needed on one of the wells? 

13 A. Yes, I am, and C&D i s w i l l i n g , t o submit an 

14 a d d i t i o n a l bond t o the OCD f o r t h a t . 

15 Q. And are you aware t h a t the w e l l s need t o be 

16 placed back on pro d u c t i o n or p r o p e r l y abandoned t o get 

17 the we l l s i n compliance w i t h D i v i s i o n regulations? 

18 A. Yes. ' Yes, I am. 

19 Q. Does C&D need a d d i t i o n a l time t o b r i n g the 

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

21 A. Yes. Yes, we do. 

22 Q. Now, the f i n a l ..big i ssue , do you know tha t .C&D 

23 owes the D i v i s i o n approx imate ly $160,000 f o r the w e l l s 

24 t h a t the D i v i s i o n has plugged? 

25 A. Yes. Yes, I ' m aware o f t h a t . 
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1 Q. Does C&D have the cash a v a i l a b l e t o s a t i s f y 

2 the bonding requirement and t o repay the OCD the f u l l 

3 $160,000 at t h i s time? 

4 A. No, we don't. We need t o be able t o produce 

5 the w e l l s and t r a n s p o r t and s e l l the o i l t o generate the 

6 funds t o b r i n g the w e l l s i n t o compliance. 

7 Q. And what does C&D request from the Commission? 

8 A. Well, we request t h a t the Commission r e i n s t a t e 

9 C&D's a u t h o r i t y t o t r a n s p o r t , f i r s t of a l l . We also are 

10 asking t h a t the D i v i s i o n cease plugging of the w e l l s and 

11 t h a t the Commission set a new schedule f o r b r i n g i n g the 

12 w e l l s i n t o compliance. 

13 Q. Now, you s a i d t h a t C&D does not have the funds 

14 t o do a l l of t h i s at t h i s time. How do you plan t o fund 

15 operations and repay the O i l Conservation Division? 

16 A. Well, f i r s t of a l l , there's money t h a t ' s 

17 c u r r e n t l y i n suspense w i t h the purchaser of the 

18 production. Also, there's about 180 b a r r e l s of o i l 

19 t h a t ' s s i t t i n g there i n the tanks which i s n ' t being 

20 t r a n s p o r t e d at t h i s time, and t h a t w i l l fund i n i t i a l 

21 operations. And i f we are allowed t o put.the w e l l s back 

22 on produ c t i o n , t h a t w i l l generate the a d d i t i o n a l funds. 

2 3 Q. What do you propose t o do w i t h the production 

24 proceeds? 

25 A. What we would l i k e t o do i s d i r e c t the 
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purchaser of pro d u c t i o n t h a t 50 percent of the proceeds 

2 of C&D's i n t e r e s t s be pai d d i r e c t l y t o the OCD t o s t a r t 

3 repaying the plugging costs. Then the remaining 50 

4 percent of revenue w i l l be r e t a i n e d by C&D t o pay 

5 o p e r a t i n g costs. And t h a t w i l l help o b t a i n a d d i t i o n a l 

6 bonding on the Sneider Well Number 1 and s t a r t b r i n g i n g 

7 the w e l l s i n t o f u l l compliance. 

8 Q. And w i l l what you propose, the g r a n t i n g of 

9 your requests, w i l l t h a t b e n e f i t both C&D and the O i l 

10 Conservation Division?" 

11 A. Yes, I be l i e v e i t w i l l . 

12 Q. And i s E x h i b i t 3 compiled from C&D's business 

13 records? 

14 A. Yes, i t i s . 

15 MR. BRUCE: Madam Chair, I'd move the 

16 admission of C&D E x h i b i t 3. E x h i b i t s 1 and 2 are simply 

17 copies of the primary, I t h i n k , Commission orders i n t h i s 

18 case. 

19 CHAIRMAN BAILEY: Any objection? 

20 MR. SWAZO: No o b j e c t i o n . 

21 CHAIRMAN BAILEY: They are so admitted 

22 then. 

23 (C&D E x h i b i t 3 i s admitted.) 

24 MR. BRUCE: I pass the witness. 

25 MR. SWAZO: Good morning, Ms. Castle. Can 
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1 you hear me? 

2 THE WITNESS: Yes, I can. H i . 

3 CROSS-EXAMINATION 

4 BY MR. SWAZO: 

5 Q. You're asking f o r a new schedule f o r b r i n g i n g 

6 w e l l s i n t o compliance. Do you have a p a r t i c u l a r time 

7 frame as f a r as how much time you would need t o b r i n g the 

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

9 A. Well, I'm not r e a l l y sure. I was hoping t o 

10 work w i t h the -- are you one of the Commissioners? I'm 

11 sorry, I don't know who you are. 

12 Q. This i s Sonny Swazo 

13 A. Hi, Sonny. I was hoping t o work w i t h the OCD 

14 and t r y t o f i g u r e something out. You guys have been very 

15 h e l p f u l so f a r . 

16 I spoke t o my pumper yesterday, and he 

17 informed me t h a t we have about 180 b a r r e l s , you know, 

18 t h a t are s i t t i n g i n the tank c u r r e n t l y . And he believes 

19 t h a t w e ' l l be able t o -- i f we're given r i g h t s t o 

20 proceed, w e ' l l be able t o get another load w i t h i n four to 

21 s i x weeks. So he says t o count on f o u r t o s i x weeks f o r 

22 every load. And I know t h a t the 160,000 roughly could be 

23 s a t i s f i e d , you know, based on t h a t , w i t h i n a couple of 

24 years. 

25 Q. M a r t i n a , C&D has two w e l l s t h a t are c u r r e n t l y 
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1 on the i n a c t i v e w e l l l i s t . What w i l l i t take f o r those 

2 w e l l s t o be brought i n t o compliance? 

3 A. You know, I am not q u i t e sure, t o be honest 

4 w i t h you. I have gotten a l l of the r e p o r t i n g up t o date. 

5 And because of the s h u t - i n , I don't know r e a l l y what's 

6 going t o take place. I know t h a t we had a couple of 

7 we l l s t h a t we -- because p r i o r t o my t a k i n g things over, 

8 Tom hadn't done a t h i n g out there i n a long time. 

9 And so when I h i r e d my pumper, he went out and 

10 cleaned up everything. He was t r y i n g t o get everything 

11 back i n order, and he was t r y i n g t o run the water o f f of 

12 some of the w e l l s . But I d i d n ' t have enough money t o 

13 keep doing t h a t , so I j u s t stopped, b a s i c a l l y , and then 

14 you shut us i n . So nothing has been done on those. 

15 But he's someone t h a t manages a company out 

16 there and he's i n charge of a l l of t h e i r -- he's a 

17 production foreman, and he's i n charge of the whole f i e l d 

18 and he's over a l l the pumpers and he's q u i t e astute and 

19 q u i t e aware of what needs t o be done. And i f we have 

20 more time, we can f i n d out, and I ' l l be working d i r e c t l y 

21 w i t h you guys and t e l l i n g you ev e r y t h i n g . 

22 Q. One of the problems t h a t we had i n t h i s case, 

23 Martina, was t h a t C&D was not f i l i n g -- w e l l , C&D was not 

24 f i l i n g t r u e and accurate r e p o r t s . And C&D had i n d i c a t e d 

25 t h a t a l l the re p o r t s t h a t i t f i l e d were not t r u e and 
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1 accurate r e p o r t s . 

2 Are you t e s t i f y i n g today under oath t h a t a l l 

3 of the r e p o r t s t h a t C&D has f i l e d are now up t o date and 

4 t r u e and accurate reports? 

5 A. As f a r as I know. My pumper has helped and 

6 Stacey has been working w i t h Kim and Mr. Sanchez t o get 

7 ev e r y t h i n g compiled, and I b e l i e v e e v e r y t h i n g i s t r u e and 

8 accurate. I wouldn't know how t o do i t any other way. 

9 And I'm not t r y i n g t o deceive anyone i n any way, shape or 

10 form. 

11 Q. I f I understand you c o r r e c t l y , once your 

12 a u t h o r i t y i s r e i n s t a t e d , you would use some of the funds 

13 t h a t are i n suspense and also some of the funds t h a t are 

14 from the o i l t h a t i s c u r r e n t l y i n the tanks, you would 

15 use some of those funds t o s t a r t reimbursing OCD f o r the 

16 plugging costs? 

17 A. Yes, a b s o l u t e l y . I am proposing t h a t 50 

18 percent go t o you and 50 percent go t o me, i n order t o 

19 maintain operations u n t i l , you know, i t ' s f u l l y 

20 s a t i s f i e d . 

21 MR. SWAZO: I pass the witness. I don't . 

22 have any other questions. 

23 CHAIRMAN BAILEY: Commissioner Dawson, do 

24 you have any questions? 
25 COMMISSIONER-DAWSON: I have no questions. 
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CHAIRMAN BAILEY: Commissioner Balch? 

2 COMMISSIONER BALCH: I have a couple of 

3 questions, probably more c l a r i f i c a t i o n s . 

4 EXAMINATION 

5 BY COMMISSIONER BALCH: 

6 Q. How much are the funds t h a t are held i n 

7 suspense? 

8 A. You know, i t ' s been a while since I spoke t o 

9 Ho l l y Refinery. But I bel i e v e i t ' s somewhere around 

10 18,000. 

11 Q. And you i n d i c a t e d t h a t there would be probably 

12 a load of o i l every f o u r t o s i x weeks? 

13 A. Yes. That's what my pumper has t o l d me. 

14 Q. What size loads are those? 

15 A. He sa i d r i g h t now, he believes there's 

16 somewhere. between 180 and 184 b a r r e l s of o i l t h a t ' s 

17 s i t t i n g i n the tanks. 

18 Q. And i s t h a t what he's expecting t o see every 

19 f o u r t o seeks weeks, or would i t be --

20 A. Yes, i t i s . There's also a l i t t l e b i t of gas, 

21 as w e l l . But I know t h a t gas has gone down, so 

22 COMMISSIONER BALCH: Those are the 

23 questions t h a t I had. 

24 CHAIRMAN BAILEY: This i s Commissioner 

25 Bailey. I have a couple of questions. 
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1 EXAMINATION 

2 BY CHAIRMAN BAILEY: 

3 Q. What involvement d i d you have i n the 

4 management of C&D when Mr. Kizer was the president? 

5 A. I had a b s o l u t e l y none. This was Tom Kizer's 

6 company. A c t u a l l y , I'm a dealer i n Las Vegas, Nevada. 

7 And I t r i e d t o t a l k t o him about t h i n g s . I 

8 knew t h a t he had problems. But he r e a l l y d i d n ' t open up 

9 t o me, and so I d i d n ' t know a l o t of what was going on. 

10 I knew there was a l a w s u i t t h a t was t a k i n g place, but I 

11 d i d n ' t know a l o t of the d e t a i l s . 

12 Q. So you were not an employee or an a i d i n any 

13 way f o r Mr. Kizer i n t h i s business? 

14 A. No, not at a l l . 

15 Q. Have you f i l e d a change of operator w i t h the 

16 O i l Conservation D i v i s i o n t o ensure t h a t a l l the 

17 paperwork i s taken care of as f a r as --

18 A. I don't b e l i e v e we've -- I'm not q u i t e sure 

19 what we've done, t o be honest. I know t h a t Daniel 

2 0 Sanchez t o l d me t h a t i f we can get through t h i s hearing 

21 and ev e r y t h i n g , t h a t they have a t r a i n i n g class f o r 

22 operators t o t e l l them e x a c t l y what they need t o do. And 

23 I've j u s t been w a i t i n g t o be heard i n f r o n t of you and 

24 have you know what t h i s s i t u a t i o n i s . And then I plan t o 

25 work d i r e c t l y w i t h them and do everything possible t o get 
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1 e v erything, you know, i n compliance. 

2 I'm a very, very hands-on person, and I'm a 

3 person t h a t l i k e s t o do thi n g s r i g h t . I don't l i k e b i l l s 

4 t h a t are unpaid. I don't l i k e t h i n g s t h a t are being done 

5 wrong. So I've t r i e d t o h i r e the best people around t o 

6 surround me w i t h and t o advise me because t h i s i s 

7 something new t o me. But I'm, you know, t r y i n g as hard 

8 as I can t o do everything p r o p e r l y . 

9 CHAIRMAN BAILEY: Those are a l l the 

10 questions I have. Mr. Bruce, do you have any r e b u t t a l on 

11 the questions t h a t were asked? 

12 MR. BRUCE: I have no f u r t h e r questions. 

13 MR. SWAZO: I have none. 

14 CHAIRMAN BAILEY: Then t h i s witness may be 

15 excused. 

16 MR. BRUCE: Okay. Martina, I t h i n k we're 

17 going t o hang on and go back t o your --

18 THE WITNESS: Okay. I j u s t wanted t o 

19 thank you f o r your time. 

2 0 CHAIRMAN BAILEY: You're welcome. 

21 THE WITNESS: Thank you. Have a good day. 

2 2 CHAIRMAN BAILEY: Do you have any other 

23 witnesses? 

24. MR. BRUCE: I have none. 

25 MR. SWAZO: I would l i k e t o c a l l Daniel 
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1 Sanchez t o the stand. 

2 (One witness sworn.) 

3 DANIEL SANCHEZ 

4 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 : 

5 DIRECT EXAMINATION 

6 BY MR. SWAZO: 

7 Q. Good morning. Would you please s t a t e your 

8 name f o r the record? 

9 A. Daniel Sanchez. 

10 Q. You're the D i v i s i o n ' s Compliance and 

11 Enforcement Manager? 

12 A. Yes. 

. 13 Q. You've held t h a t p o s i t i o n since 2004? 

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

15 Q. And t h a t duty re q u i r e s you t o oversee 

16 compliance -- t o oversee the D i v i s i o n ' s compliance and 

17 i enforcement program? 

18 A. Yes. 

19 Q. And you're f a m i l i a r w i t h t h i s case? 

20 A. Yes, very much. 

21 Q. You've been in v o l v e d w i t h t h i s case from the 

22 beginning, which I b e l i e v e was around. 2006, when the 

23 compliance issues started? 

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

25 Q. And C&D became an operator i n New Mexico 
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1 sometime around 2005? 

2 A. Yes. 

3 Q. And the compliance issues t h a t we're t a l k i n g 

4 about today are the same compliance issues -- I mean, the 

5 compliance issues back then are the same compliance 

6 issues t h a t we're t a l k i n g about today? 

7 A. Yes. 

8 Q. Now, C&D has three requests. They are 

9 requesting a new schedule f o r b r i n g i n g the wells i n t o 

10 compliance, they are requesting reinstatement of t h e i r 

11 a u t h o r i t y t o t r a n s p o r t , and they're also requesting us t o 

12 cease plugging operations. I want t o go t o the f i r s t 

13 request. 

14 Do you oppose C&D's request f o r a new schedule 

15 t o b r i n g i t ' s w e l l s i n t o compliance? 

16 A. No, I don't. 

17 Q. Why do you not oppose t h a t request? 

18 A. With the new owner, i t -- C&D i s s t i l l C&D. 

19 But w i t h the new owner, she has shown t h a t she i s more 

20 than w i l l i n g t o t r y t o comply w i t h the Commission's 

21 previous orders. She's done several t h i n g s . I mean, she 

22 contacted myself o r i g i n a l l y a f t e r Mr. Kizer passed away 

23 t o l e t us know what was going on. She contacted the BLM 

24 t o l e t them know what she was planning t o do. She had 

25 h i r e d an accountant, which she spoke about i n her 
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1 testimony, and a pumper t o get the p r o p e r t i e s back i n t o 

2 shape and get the r e p o r t i n g i n place. 

3 And she's been w i l l i n g t o reimburse the OCD 

4 f o r i t s cost of plugging f i v e w e l l s and also t o pay up 

5 the a d d i t i o n a l f i n a n c i a l assurance. 

6 Q. I n or d e r i n g paragraph 4 of the Commission's 

7 current order, ordered C&D t o plug and abandon i t s w e l l s 

8 by a set date i f i t f a i l e d t o comply w i t h the 

9 Commission's order by c e r t a i n date. Would you l i k e t o 

10 see the Commission maintain t h a t requirement? 

11 A. Yes, other than changing t h a t date. 

12 Q. Ordering Paragraph 5 of the current 

13 Commission's order authorizes the OCD t o plug and abandon 

14 C&D's w e l l s and decree f o r f e i t u r e of any ap p l i c a b l e 

15 f i n a n c i a l assurance i f C&D f a i l e d t o comply w i t h o r d e r i n g 

16 paragraph 4 of the Commission's order. Would you l i k e t o 

17 see the Commission maintain t h i s requirement? 

18 A. Yes. 

19 Q. Why would you l i k e t o see the Commission 

20 maintain these requirements? 

21 A. Just i n case the compliance doesn't happen. 

22 And we have seen t h a t over the years w i t h other 

23 companies, not n e c e s s a r i l y w i t h t h i s one, but other 

24 companies. We, as the D i v i s i o n , have spent a l o t of time 

25 through phone c a l l s , l e t t e r s of v i o l a t i o n , notices of 
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1 v i o l a t i o n , compliance conferences and hearings t o t r y t o 

2 get t h i s f a r . And I ' d l i k e t o avoid having t o go through 

3 t h a t whole ordeal again j u s t t o make sure t h a t they're i n 

4 compliance again. 

5 Q. And t h i s goes back t o 2006? 

6 A. 2006 . 

7 Q. I f the Commission agrees t o a new schedule, 

8 how much time do you t h i n k C&D should have t o b r i n g the 

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

10 A. There are two i n a c t i v e w e l l s c u r r e n t l y and one 

11 t h a t r e q u i r e s a d d i t i o n a l f i n a n c i a l assurance. I t h i n k 

12 s i x months would be adequate t o take care of those 

13 issues. 

14 Q- The operator i s also requesting t h a t the 

15 D i v i s i o n cease plugging t h e i r w e l l s . I s the D i v i s i o n 

16 c u r r e n t l y plugging any of these wells? 

17 A. No. 

18 Q. Are any of the w e l l s c u r r e n t l y scheduled t o be 

19 plugged? 

20 A. Not at t h i s time. 

21 Q. Are you w i l l i n g t o ho l d o f f on scheduling any 

22 of these w e l l s f o r plugging u n t i l the Commission enters 

23 an order i n t h i s case? 

24 A. Yes. 

25 Q. Do you oppose C&D's request t o r e i n s t a t e 
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1 a u t h o r i t y t o transport? 

2 A. No. 

3 Q. Why do you not oppose" t h a t ? 

4 A. I t h i n k i t ' s important t h a t they have t h a t 

5 a b i l i t y i n order t o get t h e i r finances back t o a l e v e l 

6 which they can use those t o comply w i t h the order. 

7 Q. And one f i n a l question t h a t I had was: One of 

8 the Commissioners had t a l k e d about a change of operator. 

9 My understanding i s t h a t i t ' s going t o be C&D Management. 

10 Would t h a t r e q u i r e a change of operator be f i l l e d out and 

11 f i l e d w i t h the Di v i s i o n ? 

12 A. I don't t h i n k i t w i l l take a change of 

13 operator. But I b e l i e v e she's going t o have t o f i l e w i t h 

14 the PRC i n order t o change the t i t l e of presi d e n t . 

15 Q. I n other words, she would have t o update the 

16 cor p o r a t i o n ' s papers w i t h the PRC but not f i l e a change 

17 of operator w i t h the OCD because i t ' s not a change of 

18 operator? 

19 A. That's my understanding. 

20 MR. SWAZO: I have no more questions. 

21 MR. BRUCE: I have no questions of 

22 Mr. Sanchez. I would s t a t e t h a t I t h i n k the proposal by 

23 Mr. Sanchez regarding the time frame i s reasonable. 

24 CHAIRMAN BAILEY: Six months i s what you 

25 understood? 
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1 MR. BRUCE: Yes. 

2 CHAIRMAN BAILEY: Okay. Do you have any 

3 other questions? 

4 MR. BRUCE: I have no questions of the 

5 witness. 

6 CHAIRMAN BAILEY: Commissioner Dawson? 

7 COMMISSIONER DAWSON: I have a few 

8 questions. 

9 EXAMINATION 

10 BY COMMISSIONER DAWSON: 

11 Q. I've heard you r e f e r t o the Sneider well? 

12 A. Yes, s i r . 

13 Q. Do you know roughly how much t h a t w e l l would 

14 produce? 

15 A. I bel i e v e i t was plugged but not released. 

16 That's why the requirement i s there f o r the a d d i t i o n a l 

17 f i n a n c i a l assurance. 

18 Q. Since t h a t w e l l i s plugged, t h a t won't 

19 c o n t r i b u t e t o the new cash flow coming in? 

20 A. No, i t would not. 

21 Q. She won't t r y t o recomplete t h a t well? 

22 A. I don't t h i n k she had any plans f o r t h a t . And 

23 t h a t might change once she gets i n t o the meat of i t , so 

24 i t ' s a p o s s i b i l i t y . 
25 Q. Did you do a review on the other w e l l s about' i 
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1 roughly how much they could produce per month f o r a l l of 

2 them? 

3 A. No, I d i d not. 

4 Q. Do you t h i n k she can roughly make 180 b a r r e l s 

5 i n the time frame t h a t she's quoted, l i k e the next four 

6 months? 

7 A. I'm aware of Mr. F e r r i s and h i s a b i l i t i e s , and 

8 I t h i n k t h a t he's probably accurate i n h i s assessment of 

9 the w e l l s . So, yes. 

10 COMMISSIONER DAWSON: No f u r t h e r . 

11 questions. Thank you. 

12 CHAIRMAN BAILEY: Commissioner Balch? 

13 COMMISSIONER BALCH: Just a couple since 

14 I'm new t o t h i s p a r t i c u l a r case. 

15 EXAMINATION 

16 BY COMMISSIONER BALCH: 

17 Q. About how many operating w e l l s are we t a l k i n g 

18 about ? 

19 A. I f they get the two i n a c t i v e s back operating, 

20 they would have 10 w e l l s t h a t they could work. 

21 COMMISSIONER BALCH: That was my only 

22 question. 

23 CHAIRMAN BAILEY: I have no questions. 

24 Do you have any r e b u t t a l ? 1 

25 MR. SWAZO: No, I don't. 
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1 CHAIRMAN BAILEY: Then t h i s w i t n e s s may be 

2 excused. 

3 MR. BRUCE: That's a l l I have, Madam 

4 C h a i r . 

5 MR. SWAZO: We have no more w i t n e s s e s . 

6 That concludes our case. 

7 CHAIRMAN BAILEY: Then do I hear a motion 

8 f o r t h e Commission t o go i n t o e x e c u t i v e s e s s i o n i n 

9 accordance w i t h New Mexico S t a t e 10-15-1 and t h e OCC 

10 r e s o l u t i o n on open meetings t o d e l i b e r a t e t h i s case? 

11 COMMISSIONER DAWSON: I ' l l m o t i o n . 

12 COMMISSIONER BALCH: I ' l l second. 

13 CHAIRMAN BAILEY: A l l those i n f a v o r ? A l l 

14 those opposed? 

15 We w i l l announce our d e c i s i o n when we come 

16 back i n t o s e s s i o n and ask f o r a t t o r n e y s t o p r o v i d e d r a f t 

17 o r d e r s f o r t h e Counsel. 

18 (Whereupon t h e Commission went i n t o e x e c u t i v e s e s s i o n . ) 

19 CHAIRMAN BAILEY: I t ' s t i m e t o go back 

20 i n t o s e s s i o n . Do I hear a mo t i o n from t h e Commissioners 

21 t o go back i n t o s e s s i o n s i n c e t h e o n l y t h i n g t h a t we 

22 d i s c u s s e d was t h e C&D case? 

23 COMMISSIONER DAWSON: I ' l l m o t ion. 

24 COMMISSIONER BALCH: I ' l l second. 

25 CHAIRMAN BAILEY: A l l those i n f a v o r ? 
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1 The only t h i n g we d i d discuss was the C&D 

2 case. And I've asked our General Counsel t o ex p l a i n the 

3 dec i s i o n of the Commission and what he w i l l expect from 

4 the a t t o r n e y s . 

5 MR. BRANCARD: Thank you, Madam Chair. 

6 The Commission has determined t h a t the p r i o r 

7 orders of the Commission should be stayed f o r a pe r i o d of 

8 one year, which would allow the company t o go back i n t o 

9 production, and would hold o f f plugging by the D i v i s i o n 

10 during t h i s p e r i o d . 

11 We would l i k e t o see an order t h a t sets out 

12 the c o n d i t i o n s of t h i s stay, which would focus on three 

13 items, p r i m a r i l y : One i s t h a t the i n a c t i v e w e l l s be 

14 brought back i n t o compliance d u r i n g t h i s p e r i o d ; t h a t the 

15 necessary f i n a n c i a l assurance be provided; and t h a t the 

16 company, C&D, make s i g n i f i c a n t progress i n paying down 

17 the debt t h a t i s owed the D i v i s i o n f o r the plugging 

18 costs. 

19 The order should also a f f i r m t h a t the company 

20 w i l l be i n compliance w i t h a l l other c o n d i t i o n s , i n 

21 p a r t i c u l a r , the r e p o r t i n g c o n d i t i o n s t h a t were a problem 

2 2 d u r i n g the p r i o r orders. 

23 CHAIRMAN BAILEY: And the a u t h o r i t y t o 

24 t r a n s p o r t i s --

25 MR. BRANCARD: The a u t h o r i t y t o tr a n s p o r t 
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i s r eturned. As I said, the D i v i s i o n w i l l hold o f f on 

2 plugging during t h a t p e r i o d of time. 

3 MR. BRUCE: What time frame would you l i k e 

4 proposed f i n d i n g s and conclusions? 

5 CHAIRMAN BAILEY: Three weeks? 

6 MR. BRANCARD: That would be f i n e . 

7 CHAIRMAN BAILEY: Okay. 

8 MR. BRANCARD: I f you could, there was a 

9 l i t t l e b i t of some questions about which w e l l s are i n 

10 which s t a t u s , i f you could o u t l i n e t h a t i n the f a c t s and 

11 put i n f i n d i n g s about which w e l l s were plugged and the 

12 costs r e l a t e d t o t h a t so we have a d o l l a r amount. 

13 MR. BRUCE: Thank you, Commissioners. 

14 CHAIRMAN BAILEY: Okay. 

15 MR. SWAZO: Thank you. 

16 CHAIRMAN BAILEY: Okay. Next we c a l l Case 

17 Number 14575, which i s the motion of Targa Midstream 

18 Services, LLC, t o reopen case t o o f f e r proof of 

19 completion and r e s u l t s of pressure t e s t i n g . 

20 C a l l f o r appearances? 

21 MR. SCOTT: Madam Chair, W i l l i a m Scott f o r 

22 Targa 

23 MS. GERHOLT: G a b r i e l l e Gerholt on behave 

24 of the O i l Conservation D i v i s i o n . 

25 Madam Chair, may we have a few moments t o 
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