STATE OF NEW MEXICO . :
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION DIVISION
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IN THE MATTER OF THE APPLICATION OF : - 7
TARGA MIDSTREAM SERVICES LIMITED PARTNERSHIP o 2
FOR APPROVAL OF AN ACID GAS INJECTION WELL, | NS
LEA COUNTY, NEW MEXICO Case No. 145925
w7

™o

RESPONSE TO MOTION TO DISMISS <

TARGA MIDSTREAM SERVICES LIMITED PARTNERSHIP, (“Targa”),
by its undersigned attorneys, Montgomery and Andrews, P.A., (J. Scott
Hall), for its Response to the Motion To Dismiss filed on behalf of Range
Operating New Mexico, Inc., (“Range”), states:

Targa has filed an Application for an order approving the use of its
Eunice Plant 161 SWD Well No. 1 for conversion to acid-gas injection
operations. In addition, Targa has alternatively proposed to drill a new well,
the Eunice Middle-Plant AGlI Well No. 1, for aci&—gas injection operations.
The existing SWD well and the alternate location are both in Section 3, T-22-
| S, R-37-E. At the hearing on the Application, Targa will present as e;/idence
the same data that would support the administrative Form C-108. '

Range sgeks the dismissal of the Application, not for any'
misapprehension that a C-108 and supporting materials would be unavailable

before the hearing,’ but only because of a rather strict reading of Rule 701

"In an exchange of e-mails between counsel (Exhibit A, attached) it was made clear that
C-108 materials would be provided to Range in advance of the hearing.




that is at odds with administrative efficiency and current agency guidance.
Importantly, Range does not assert a viqlation of due process or any other
grounds as a basié for its motion.

As is known, in the past, the Division handled applications for
approvals for acid-gas injection wells much in the same manner as
applications for salt water disposal wells were processed. The protocols in-
place for Class | and Class |l disposal wells were followed and administrative
approvals could issue after review of the C-108 checklist and any supporting
materials. Hearings were not mandatory.

More recently, the Division recognized that there was not a square
overlap of the regulatory definitions and classifications of Underground
Injection Control wells (“UIC”) under Rule 701 and the WQCC regulations at
inter alia 820.6.2.5002 NMAC where the injection of hazardous substances |
may be the subject of a proposed UIC operation. Accordingly, the Division
Director mandated that applications for acid-gas injection wells would only
be considered for approval pursuant to Examiner or Commission hearing.
Such applications would no longer be approved administratively.
Correspondingly, the Division’s procedural rules for adjudicatory hearings are
to apply. In addition, Division staff has determined that the Area of Revi.ew
for AGI wells should be expanded from a one-half mile radius to a full mile

and that all surface owners and operators within one mile should be notified.




The requirements for initiating an adjudicatory proceedings are set
forth at Rule 19.15.14.1206 NMAC. Under Rule 1206 A, an application is
required to include the following:

1) the applicant’s name;

2) the applicant’s address, or the address of the applicant’s attorney,

including an e-mail address and fax number if available; ‘

3) the name or general description of the common source or sources

of supply or the area the order sought affects;

4) briefly, the general nature of the order sought;

5) a proposed legal notice for publication; and

6) any other matter these rules or a division order require.

Targa’'s Application comports fully with the requirements of Rule 1206
A and the agency’s current interpretation and application of Rule 701 to AGI
projects. The Application contains more than sufficient detail to provide full
and fair notice to affected persons to allow them to conduct their own due-
diligence evéluation of the proposal.

There‘ is sufficient adherence to due process here “...to apprise
interested parties of the pendency of the action and afford them an
opportunity to present their objections.” Mullane v. Central Hanover Bank &
Trust Co., 339 U.S. at 314, 70 S. Ct. at 657 (1950), cited in Uhden v. New
Mexico Oif Cons. Com™n., 112 N.M. 528, 817 P. 2d 721 (1991).

Copies of Targa's Application have been sent to all surface owners

and operators within the expanded one-mile area of review. In this case,

providing notice was no small undertaking, involving more than one-hundred

individuals and companies. (See Notice List, Exhibit B, attached.) In addition,




a notice of the hearing has been published in the Lea County newspaper.
(Exhibit C).

The Division has not yet undertaken a formal rulemaking proceeding to
codify its new guidance for the processing of acid-gas injection well
applications. In the interim, the Director’'s mandate and Rule 701 have been
interpreted and applied by Division staff in a manner consistent with the
agency’'s duties under the Oil and Gas Act. That is, to ensure the proposed
injection operations can be conducted in a safe and responsible manner
without causing waste, impairing correlative rights or endangering fresh
water, public health or the environment. Even absent a formal rulemaking,
the agency’s interpretations and applications are entitled to some deference.

Range}s rigid reading of Rule 701 is at odds with the agency’s
interpretation and application. Range’s interpretation is also impracticable. As
Range would have it, before this Application can proceed at all, copies of the
C-108 and supporting materials must be sent to each of the one-hundred
plus owners and operators in the area of review. Whether doing so would be
meaningful is questionable. The .data supporting a C-108 Form will be
presented at a formal hearing in any event.

To do as Range demands, the Application must be dismissed, re-filed,
affected persons re-notified and provided with typically voluminous C-108
technical supporting materials. Doing so serves no meaningful purpose, is

burdensome, and defeats any administrative efficiencies or economies.




WHEREFORE, Targa requests the Division enter its order denying
Range Operating New Mexico, Inc.’s Motion To Dismiss. Alternatively, the
Division may wish to continue the October 16, 2008 hearing on the
Application should Range prove to the satisfaction of the Examiner that
unfairness would otherwise result.

MONTGOMERY & ANDREWS, P.A.
—

J. Scott Hall
Attorneys for Targa Midstream
Services Limited Partnership
Post Office Box 2307

Santa Fe, New Mexico 87504-2307
{(b0Ob} 982-3873

By:

Certificate of Service

I hereby certify that a copy of the foregoing pleading was faxed to the
following on this 9" day of October, 2008.

W. Thomas Kellahin, Esqg. , " David Brooks, Esq.
Attorney for Range Operating NMOCD

New Mexico, Inc. 1220 S. St. Francis Drive
706 Gonzales Road Santa Fe, NIM 87505
Santa Fe, NM 87501 476-3462 - fax

982-2047 - fax

J. Scott Hall

~T. ) c—w—«:\—’o&k{,e
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J. Scott Hall

From: J Scott Hall
Sent: Thursday, October 02, 2008 6:12 PM
- To: Tom Kellahin'
Cc: ) _
Subject: RE: NMOCD Case 14192 (Traga's acid gas injection well)

Dear Tom:

This is not the agency’s current interpretation and application of its rule. However, | will forward your request to
Targa.

Regards,

J. Scott Hall

Montgomery & Andrews, P A.
P. O. Box 2307

Santa Fe, NM 87504-2307
shall@montand.com

(505) 986-2646

THIS MESSAGE CONTAINS INFORMATION WHICH MAY BE CONFIDENTIAL AND PRIVILEGED. UNLESS
YOU ARE THE ADDRESSEE (OR AUTHORIZED TO RECEIVE FOR THE ADDRESSEE), YOU MAY NOT USE,
COPY OR DISCLOSE TO ANYONE THE MESSAGE OR ANY INFORMATION CONTAINED IN THE
MESSAGE. IF YOU HAVE RECEIVED THIS MESSAGE IN ERROR, PLEASE ADVISE THE SENDER BY
REPLY E-MAIL TO shall@montand.com AND DELETE THE MESSAGE. THANK YOU.

From: Tom Kellahin [mailto:tkellahin@comcast.net]

Sent: Thursday, October 02, 2008 5:49 PM

To: J. Scott Hall

Cc: Deanna Poindexter

Subject: RE: NMOCD Case 14192 (Traga's acid gas injection well)

Dear Scott,

The current Division guidance requiring AG! injection well application to be processes by adjudication,
does not excuse the applicant from filing the C-108 as part of the original application. | request that your
client voluntarily dismiss this application and re-file when your client has the C-108 ready to file.

Regards,

Tom Kellahin

Kellahin & Kellahin
Attorneys at Law

706 Gonzales Road
Santa Fe, NM 87501
ph 505-982-4285

fx 505-982-2047
tkellahin@comcast.net

From: J. Scott Hall [mailto:SHall@montand.com]
Sent: Thursday, October 02, 2008 5:16 PM

10/7/2008 Exhibit A
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To: Tom Kellahin
Cc: ClLoughman@targaresources.com
Subject: RE: NMOCD Case 14192 (Traga's acid gas injection well)

Dear Tom:

The current Division guidance is that AGI injection wells may no longer be approved administratively and
therefore applications are to be submitted according to the adjudicatory proceeding rules. Presumably,
you have a copy of the application. Please let me know if you do not.

| do not have a C-108 with attachments to provide to you today. | will see to it that you are provided with a
copy as soon as it becomes available. It is my expectation that the C-108 will be available for your review
in advance of the hearing.

Regards,

J. Scott Hall

Montgomery & Andrews, P.A.
P. O. Box 2307

Santa Fe, NM 87504-2307
shall@montand.com

(505) 986-2646

THIS MESSAGE CONTAINS INFORMATION WHICH MAY BE CONFIDENTIAL AND PRIVILEGED.

UNLESS YOU ARE THE ADDRESSEE (OR AUTHORIZED TO RECEIVE FOR THE ADDRESSEE),

YOU MAY NOT USE, COPY OR DISCLOSE TO ANYONE THE MESSAGE OR ANY INFORMATION

CONTAINED IN THE MESSAGE. IF YOU HAVE RECEIVED THIS MESSAGE IN ERROR, PLEASE

ADVISE THE SENDER BY REPLY E-MAIL TO shall@montand.com AND DELETE THE MESSAGE.
THANK YOU.

From: Tom Kellahin [mailto:tkellahin@comcast.net)

Sent: Thursday, October 02, 2008 3:14 PM

To: J. Scott Hall

Cc: Deanna Poindexter

Subject: NMOCD Case 14192 (Traga's acid gas injection well)

Dear Scott,

Range Operating has requested that | appear and represent them at the OCD hearing, currently
set for October 16th, concerning the referenced application you filed on September 12 for Targa--
case 14192.

Division Rule 701 requires that form C-108, complete with all attachments, be filed at the time the
application is made. The NMOCD case file does not contain a copy of form C-108 attached to you
application. ‘

It is difficult to review Targa case without having a copy of form C-108. | would appreciate you
emailing a copy to me as soon as possible.

Thanks,

Tom Kellahin
Kellahin & Kellahin
Attorneys at Law
706 Gonzales Road

10/7/2008




Margie P. Acosta
P.O. Box 1388
Eunice, NM 88231

Billy Anderson
P.O. Box 818
Eunice, NM 88231

Robbie T. Armstrong
P.O. Box 1937
Eunice, NM 88231

Basic Energy Services LP
P.O. Box 5677
Abilene, TX 79608

W.G. Bettis
17967 N US HWY 281
Lampasas, TX 76550-1187

Irvin Boyd
P.O. Box 121
Eunice, NM 88231

C&V Properties LLC
- P.O.Box 1735 -
Eunice, NM 88231

Crystal Carrasco
P.O. Box 439
Eunice, NM 88231

City of Eunice
P.O. Box 147
Eunice, NM 88231

Royce Crowell
P.O. Box 146
Eunice, NM 88231

Martias Acosta
P.O. Box 238
Eunice, NM 88231

Richard F. Anderson
P.O. Box 1556
Ocean Park, WA 98640

Atlantic Richfield Company
P.O. Box 3092
Houston, TX 77253-3092

Joe A. Bayes
P.O. Box 173
Eunice, NM 88231

Kenneth V. Blackwell
P.O.Box 15
Eunice, NM 88231

BP America Production Co.

Attn: Property Tax Department

P.O. Box 3092
Houston, TX 77253

Calico Properties LLC
11002 Richmond Ave.
Lubbock, TX 79424

Chaparral Services Inc.
P.O. Box 5677
Abilene, TX 79608

Rodney A. Clouse
P.O. Box 287
Eunice, NM 88231

D&C Properties LLC
P.O.Box 1735
Eunice, NM 88231-1735

Exhibit B

Rodney Acosta
P.O. Box 1015
Eunice, NM 88231-1015

Wayne Anderson
P.O. Box 1491
Eunice, NM 88231

Tommie R. Ballenger et ux
P.O. Box 1945
Eunice, NM 88231

William R. Beck
P.O. Box 1494
Eunice, NM 88231

Blake Ventures LLC
1601 NW Expressway Suite 1200
Oklahoma City, OK 73118

Roger Darell Brewer, Sr.
P.O. Box 821
Eunice, NM 88231

Billy Wayne Caperton
P.O. Box 931
Eunice, NM 88231

Cathy Ruth Chapman
2015 N. Adobe
Hobbs, NM 88240

Gary William Coy
P.O. Box 1366
Eunice, NM 88231

Glenn H. Danford
P.O. Box 1091
Eunice, NM 88231




J.D. Davis
P.O. Box 394
Eunice, NM 88231

Frances Ann McAfee Dunaway
109 E. Yeso
Hobbs, NM 88240

James Lee Evans
P.O. Box 1029
Eunice, NM 88231

Mark Fisher
P.O. Box 1657
Eunice, NM 88231

Enrique Garcia
P.O. Box 754
Eunice, NM 88231

Jimmy D. Gooch
P.O. Box 1864
Eunice, NM 88231

Haarmeyer Electric Inc.
P.O. Box 478
Lovington, NM 88260

Michael E. Harvey
P.O. Box 14
Eunice, NM 88231

Raymond Garcia Hernandez
P.O. Box 392
Eunice, NM 88231

John W Hice, Jr.
P.O. Box 1388
Seminole, TX 79360

Ryan Dean
P.O. Box 672
Eunice, NM 88231

Eunice Industrial
P.O. Box 1903
Eunice, NM 88231-1903

Gene B. Ferrell
1508 Zwingli Court
Burlington, NC 27215

Gorge M. Franco
P.O. Box 1309
Eunice, NM 88231

Scott Gladden
P.O. Box 1296
Eunice, NM 88231

Trena Gooch
P.O. Box 5677
Hobbs, NM 88241-5677

Eddie J. Harper
P.O. Box 124
Eunice, NM 88231

Jerry Von Henderson
P.O. Box 1533
Eunice, NM 88231

Rigoberto Hernandez
P.O. Box 925
Eunice, NM 88231

Roger Holland
P.O.Box 1353
Eunice, NM 88231

Owen Dobbs
P.O. Box 1743
Eunice, NM 88231

Eunice Municipal Schools
P.O. Box 129
Eunice, NM 88231

Velma Irene Ferrell
38 Emerald Forest Dr.
Odessa, TX 79762-8240

Benjamin Galindo
P.O.Box 1722
Eunice, NM 88231

Jose G. Gonzalez
P.O. Box 372
Eunice, NM 88231

Guadalupe Grado
P.O.Box 15
Eunice, NM 88231

Melvin G. Harper
P.O. Box 1509
Eunice, NM 88231

Jose Hernandez
P.O.Box 413
Eunice, NM 88231-0413

Carlos O. Herrera
P.O. Box 85
Eunice, NM 88231

Greg Holt
P.O. Box 1264
Eunice, NM 88231




H-Y Real Estate Development LLC
P.0. Box 494
Eunice, NM 88231

Royce Klahr
P.O. Box 1863
Eunice, NM 88231

Raul Lopez
P.O. Box 7
Eunice, NM 88231

Jennifer Jo McCasland
P.O. Box 728
Eunice, NM 88231

Ruben Mendoza, Jr.
P.O. Box 31
Eunice, NM 88231

Donny D. Money
4301 Mockingbird Lane
Midland, TX 79707-1925

New Mexico State Hwy & Trans. Dept.

P.O. Box 1149
Santa Fe, NM 87504

Gailand L. Overton
P.O. Box 808
Eunice, NM 88231

Bobby L. Pearce
P.O. Box 316
Eunice, NM 88231

Mike Pilcher
P.O. Box 758
Eunice, NM 88231

John H. Hendrix Corporation
P.O. Box 3040
Midland, TX 79702

Lea Regional Hospital :
417 Oak Bend Dr, STE 190
Lewisville, TX 75067

Alberto Lujan
P.O. Box 646
Eunice, NM 88231

Pat McCasland
P.O. Box 718
Eunice, NM 88231

Metal Building Components LP
10943 N. Sam Houston Parkway

Houston, TX 77064

Priscilla Brunson Moody
P.O. Box 50430
Eugene, OR 97405-0430

Henry Noel
P.O. Box 1446
Eunice, NM 88231

" Heirs of Eva Owen et al.

P.O.Box 115
Eunice, NM 88231

Eugenia L. Pierce
P.O. Box 1969
Eunice, NM 88231

Susan R. Pilcher
P.O. Box 756
Eunice, NM 88231

Billy G. Jordan et ux
P.O. Box 1312
Eunice, NM 88231

Rigoberto Leyva
P.O. Box 424
Eunice, NM 88231

Shirley Martin
P.O. Box 1376
Eunice, NM 88231

Wesley Mc Lean
P.O. Box 1412
Eunice, NM 88231

Louie F. Miller
P.O. Box 1061
Eunice, NM 88231

Craig Nelson
P.O. Box 557
Eunice, NM 88231

Geraldine Osborn
P.O. Box 1285
Jal, NM 88252

Bart D. Parker
P.O. Box 846
Eunice, NM 88231

Michael E. Pilcher
P.O. Box 756
Eunice, NM 88231

Plains Pipeline LP
3609 Smith Barry Rd., # 100
Arlington, TX 76013



Pool Company
515 W. Greens Rd. STE 1200
Houston, TX 77067-4525

Paul D. Prather
P.O. Box 1769
Eunice, NM 88231

Clarence E. Rasco
HC 75 Box 1252
Andrews, TX 79714

Billy C. Robbins
Box 1826
Eunice, NM 88231

Harad I. Rodriguez
P. O. Box 1525
Eunice, NM 88231

S & S Corp.
Box 1046
Eunice, NM 88231

Bobby N. Sims
Box 6069
Hobbs, NM 88241

E. A. Smith
Susan Smith

P. O. Box 207
Hobbs, NM 88241

Tracey L. Stockton
P. O. Box 5183
Hobbs, NM 88241

Titan Resources
P. O. Box 2249
Wichita Falls, TX 76307-2249

Brian Pool
P.O. Box 293
Eunice, NM 88231

Frank V. Ramos
P.O. Box 1461
Funice, NM 88231

Juan Gonzalez Rios
P. O.Box 372
Eunice, NM 88231

David Robinson
P. O. Box 1811
Eunice, NM 88231

Rowland Trucking Co., Inc.
6 Desta Drive, Suite 4400
Midland, TX 79705

Eladio Saenz
Polly Saenz
P.O.Box 576
Eunice, NM 88231

George P. Sims
Box 1046
Eunice, NM 88231

William O. Stevens
Box 115
Eunice, NM 88231

Sundance Services, Inc.
P. O. Box 1737
Eunice, NM 88231

Versada Gas Processors LLC
Box 870849
Mesquite, TX 75187

Prather Family LP
P.O. Drawer 1769
Eunice, NM 88231

Ray Ramos
P.O. Box 1461
Eunice, NM 88231

Kelly D. Roach
P. O. Box 663
Eunice, NM 88231

Richard G. Robinson
P. O.Box 1334
Eunice, NM 88231

Willard L. Ruth
P. O. Box 589 -
Eunice, NM 88231

Israel Saenz
P.O.Box 1172
Eunice, NM 88231

Candida Smedley et al
P. O. Box 1743
Eunice, NM 88231

Tracey Stockton

Rhoda Danford

P. O. Box 5183

Hobbs, NM 88241-5183

Fay Thompson et al.
P.O.Box 172
Eunice, NM 88231

Donna Dian Thompson Walker
P.O. Box 141
Eunice, NM 88231




Steve Watkins
4306 9" Street
Brownwood, TX 76801-7317

‘Tommie Williams
P. O. Box 1355
Eunice, NM 88231

Robert E. Wright
Mary H. Wright
813 Corlista Drive
Midland, TX 79704

Carol J. Weldy
P. O. Box 3 Tex-NM Camp
Eunice, NM 88231

Bradley K. Woodring et al.
P. O. Box 1082
Eunice, NM 88231

WTG Fuels Inc.
P. O. Box 5874
Midland, TX 79704

Lloyd Weldy
P.O.Box 3
Eunice, NM 88231

Robert J. Woolard Trust
P. O. Box 236
Eunice, NM 88231




ANADARKO PETROLEUM
‘CORP

PO BOX 2497

MIDLAND, TX 79702

BP AMERICA PRODUCTION
COMPANY

PO BOX 22048

TULSA, OK 74121

CONOCOPHILLIPS COMPANY
3401 E. 30TH STREET
FARMINGTON, NM 87402

EXXON MOBIL CORPORATION
PO BOX 4358
HOUSTON, TX 77218

MARATHON OIL CO
P. O.Box 1324
ARTESIA, NM 88211

RANGE OPERATING NEW
MEXICO INC |

100 THROCKMORTON, STE 1200
FT WORTH, TX 76102

STEPHENS & JOHNSON OP CO
PO BOX 2249
WICHITA FALLS, TX 76307

APACHE CORP
6120 S. YALE, STE 1500
TULSA, OK 74136

CHESAPEAKE OPERATING,
INC.

P.0. BOX 18496

OKLAHOMA CITY, OK 73154

DEVON ENERGY
PRODUCTION COMPANY, LP
20 N. BROADWAY
OKLAHOMA CITY, OK 73102

JOHN H HENDRIX CORP
PO BOX 3040
MIDLAND, TX 79702

OXY USA INC
PO Box 4294
HOUSTON, TX 77210

SAMSON RESOURCES CO
2 W2ND ST
TULSA, OK 74103

BEC CORP
PO BOX 1392
MIDLAND, TX 79702

CHEVRON U S A INC
11111 S. WILCREST
HOUSTON, TX 77099

ELLIOT TRUST CREATED
2/28/06

3711 W. 96th STREET
LEAWOOD, KS 66206

CONOCOPHILLIPS COMPANY
505 N. BIG SPRING ST. #600
MIDLAND, TX 79701

PECOS PRODUCTION
COMPANY

400 W ILLINOIS, STE. 1070
MIDLAND, TX 79701

Commissioner of Public Lands
State of New Mexico

P. O.Box 1148

Santa Fe, NM 87504



NOTICE

Targa Midsteam Services L. P. has filed an application with the New Mexico Oil
.Conservation Division as follows: Case 14192: Application of Targa Midstream
Services Limited Partnership for Approval of an Acid-Gas Injection Well, Lea County,
New Mexico. Applicant seeks an order approving the use of the Eunice Plant 161 SWD
Well No. 1 for conversion to acid-gas injection operations. The well is currently in use
for salt water disposal at the following location:

Eunice Plant 161 SWD Well No. 1
API No: 30-025-22583
2255° FNL and 908° FEL
Section 3: SE/4 NE/4 (Unit H)
T-22-S, R-37-E, NMPM

Applicant proposes to evaluate this well for injection of acid gas and water
through a closed system into the lower San Andres formation, Eunice-San Andres Pool,
through an open-hole completion at depths of 4,131 to 4,900°.

As an ‘alternative to the conversion of the Funice Plant 161 SWD Well No. 1,
Applicant proposes to drill a new well for acid-gas injection operations at the following
location in Section 3:

Eunice Middle-Plant AGI Well No. |
1557° FNL and 1345° FEL
Section 3: SW/4 NE/4 (Unit G)
T-22-S, R-37-E, NMPM

For the Eunice Middle-Plant AGI Well No. 1, Applicant proposes to inject acid
gas and water through a closed system into-the lower San Andres formation via an open-
hole completion at a depth interval of 4,500° to 5,000°. Injection operations through
either well will be conducted at an anticipated maximum surface injection pressure of
2,000 psi or as permitted by the Division. Applicant proposes injection of acid-gas at -
average daily rates of approximately 2,200 bbls and at maximum daily rates of
approximately 2,500 bbls. Additional injection of produced water and non-hazardous
wastewater will range from 250 to 1,575 barrels per day, for a total injection volume of
2,450 to 4,075 barrels per day. The subject lands are located approximately one-half mile
south of Eunice, New Mexico.

The application is scheduled to be heard at 8:15 a.m. on Thursday, October 16,
2008 at the Division’s offices located at 1220 South St. Francis Drive, Santa Fe, New
Mexico 87505. For further information, contact the applicant’s attorney, J. Scott Hall,
Montgomery and Andrews, P.A., 325 Paseo de Peralta, Santa Fe, New Mexico 87501,
(505) 982-3873.

Exhibit C




