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1               (8:16 a.m.)

2               EXAMINER JONES:  Let's go on the record

3 this morning.  This is December 1st, 2016.  This is

4 Docket Number -- you might want to mark on your dockets

5 this is actually Docket Number 46-16, and the subsequent

6 pages on your docket need to be marked 12/1 and Docket

7 Number 46-16.  We're still missing Florene.

8               And subsequent to Jim Bruce getting here,

9 we're going to do the compliance case, and then we'll do

10 the transcript of the -- of the docket for all the

11 continuances.

12               Let's start first by calling Case Number

13 15590, which is application of New Mexico Oil

14 Conservation Division Compliance and Enforcement Bureau

15 for a compliance order against Jim Pierce for wells

16 operated in Eddy County, New Mexico.

17               Call for appearances.

18               MR. HERRMANN:  Mr. Examiner, Keith Herrmann

19 representing the Compliance and Enforcement Bureau.

20               EXAMINER JONES:  Any other appearances in

21 this case?

22               MR. HERRMANN:  I do not believe anyone else

23 has entered an appearance.

24               EXAMINER JONES:  Do you have any witnesses?

25               MR. HERRMANN:  I have one witness,



500 FOURTH STREET NW - SUITE 105, ALBUQUERQUE, NM 87102
PAUL BACA PROFESSIONAL COURT REPORTERS

Page 4

1 Mr. Daniel Sanchez.

2               EXAMINER JONES:  Will the court reporter

3 please swear the witness?

4               (Mr. Sanchez sworn.)

5               EXAMINER JONES:  You may proceed whenever

6 you're ready, Counselor.

7               MR. HERRMANN:  Thank you.

8                      DANIEL SANCHEZ,

9      after having been first duly sworn under oath, was

10      questioned and testified as follows:

11                    DIRECT EXAMINATION

12 BY MR. HERRMANN:

13     Q.   Mr. Sanchez, would you please state your name,

14 your title and place of employment for the record?

15     A.   I'm Daniel Sanchez.  I'm the compliance and

16 enforcement manager out of Santa Fe Oil Conservation

17 Division?

18     Q.   And can you briefly describe the duties you

19 perform for the OCD?

20     A.   Yes.  I oversee the compliance and enforcement

21 efforts for the Division.  I oversee the four district

22 offices, and I am the director of the Underground

23 Injection Control Program.

24     Q.   Have you researched the violations detailed in

25 the application for hearing?
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1     A.   Yes, I have.

2     Q.   And have you previously testified in an expert

3 capacity before the OCD?

4     A.   Yes, I have.

5               MR. HERRMANN:  I'd like to move to admit

6 Mr. Sanchez as an expert witness in compliance with the

7 oil and gas production rules by the State of New Mexico.

8               EXAMINER JONES:  He is qualified as you

9 say.

10               MR. HERRMANN:  Thank you.

11     Q.   (BY MR. HERRMANN) Can you please identify the

12 operator, its OGRID and officers.  Feel free to

13 reference what's marked as OCD Exhibit 1.

14     A.   OCD Exhibit 1 is the operator information from

15 the --

16               (The court reporter requested the witness

17               speak louder.)

18     A.   Exhibit 1 is the operator information from the

19 Secretary of State's Office.  It's indicating that Jim

20 Pierce is the operator of record.  Their OGRID number is

21 99439, and then Mr. Phil Brewer is listed as the

22 executor since Jim Pierce has passed away.  Since he

23 became executor, Mr. Brewer has also passed away, and we

24 are of the understanding that his law partner, Adriann

25 Ragsdale, is now the executor of the Jim Pierce estate.



500 FOURTH STREET NW - SUITE 105, ALBUQUERQUE, NM 87102
PAUL BACA PROFESSIONAL COURT REPORTERS

Page 6

1     Q.   And just to clarify, this is not from the

2 Secretary of State.  It's from the OCD records?

3     A.   I'm sorry.  I had the -- I had both of them,

4 but this is from the OCD records, the OCD Permitting.

5     Q.   Because Jim Pierce is a sole proprietor and not

6 required to register with the Secretary of State?

7     A.   Yes, that's right.

8     Q.   And in what county does Mr. Pierce have wells?

9     A.   All nine of his wells are in Eddy County.

10     Q.   Do you know the general location?

11     A.   I haven't been out to the wells myself, but

12 they're out of -- out in a remote area, not too close to

13 town.

14     Q.   Do you recognize OCD Exhibit -- what's marked

15 as OCD Exhibits 2A through C?

16     A.   Yes.  2A is actually kind of a combination of

17 our inactive well list and financial assurance

18 requirements.  2B is a copy of a notice of violation.  I

19 went after Mr. Pierce for insufficient financial

20 assurance.  And 2C is a letter that went out -- a 5.9

21 compliance letter that went out to Mr. Pierce for his

22 inactive wells.

23     Q.   How many wells does Mr. Pierce operate and how

24 many are inactive?

25     A.   He operates nine wells right now, and all nine
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1 are inactive.

2     Q.   How many are required to have financial

3 assurance?

4     A.   Seven.  Two of them are federal so they don't

5 require insurance -- I mean the financial assurance.

6 And they do have some bonds in place, but they're

7 insufficient.

8     Q.   What is the amount of the deficiency?

9     A.   For the first one, $2,600; the next one, 2,868;

10 2,890; 2,227; 2,443; 3,535; and 3,500, for a total of

11 $17,463.

12     Q.   And when was Mr. Pierce notified of these

13 violations?

14     A.   The notice of violation was issued on June 16th

15 of 2016, and the 5.9 compliance letter was issued on

16 June 29th, 2016.

17     Q.   And has Mr. Pierce or whoever's in charge of

18 his estate made any attempt to resolve these issues?

19     A.   Not at this time.

20     Q.   And what permitting restrictions are imposed on

21 operators who are out of compliance with OCD Rule 5.9?

22     A.   An operator may not be allowed to drill or

23 acquire if there are any additional wells, or may not be

24 able to obtain the injection permits if they're in

25 violation of 5.9.
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1     Q.   So it severely restricts their ability to

2 operate in New Mexico?

3     A.   Yes, it does.

4     Q.   And of the items under 19.15.5.9 NMAC -- feel

5 free to reference to Exhibit 3, which is a copy of some

6 of the relevant rules -- which one is Mr. Pierce out of

7 compliance with?

8     A.   First, the financial assurance requirement,

9 19.15.8.  He has not met any of the terms of that given

10 the amounts of bonding that he has in place.  And with

11 19.15.25.8, he has more than two wells out of compliance

12 with that part of the rule.

13     Q.   Okay.  Are the --

14               MR. HERRMANN:  At this point I'd like to

15 ask the Examiner to take judicial notice of Oil

16 Conservation Commission Order R-9210, which was the

17 rulemaking proceeding adopting all these relevant OCD

18 rules and that had findings that these rules were

19 enacted to prevent the migration of fluids, prevent

20 waste, protect correlative rights and protect fresh

21 water.

22               EXAMINER JONES:  Is that okay?

23               EXAMINER WADE:  Yeah.  I don't see a

24 problem with that.

25               EXAMINER JONES:  We're taking
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1 administrative notice of Division -- Commission rule?

2 Commission --

3               MR. HERRMANN:  It's a Commission order.

4               EXAMINER JONES:  Commission Order 9210.

5               MR. HERRMANN:  Thank you.

6     Q.   (BY MR. HERRMANN) And referencing OCD Exhibit

7 4, can you briefly summarize the status of these wells?

8     A.   Okay.  Yeah.  Out of the nine wells, two of

9 them do not even have any electricity to the sites, so

10 no flowlines, no tank batteries.  One of them does not

11 have a pump jack.  So those two probably wouldn't be

12 able to be operable at this time without a lot of work.

13 The other seven do have electricity to the sites with

14 full lines connected, but the electricity has been

15 turned off on two of those seven.  So out of the seven,

16 right now five are probably capable of operating.

17     Q.   And we might not have touched on this, Daniel,

18 but when was the last production -- or the most recent

19 production in any of these wells?

20     A.   I believe it was July of 2015, but -- let's

21 see.  Yeah, July of 2015.  That was on one well, the

22 State R #3.

23     Q.   And all the other wells have been inactive for

24 a longer period than that?

25     A.   Yes.
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1     Q.   And a well goes inactive -- or what's the time

2 period that the well is considered inactive under our

3 rules?

4     A.   15 months.

5     Q.   What's the estimated plugging cost of these

6 wells?

7     A.   From the wells that we've been plugging

8 currently, we're running an average of about 30- to

9 36,000 a well.  On these ones, it would probably be

10 closer to 30- due to the depth.

11     Q.   And what corrective actions is the Division

12 requesting?

13     A.   We would like to see the current executor,

14 whoever that may be, Adriann Ragsdale, ensure that the

15 wells are brought back into compliance within 60 days of

16 issuance of the order in this case, and within 30 days

17 of issuance of an order, that the proper financial

18 assurance be put back into effect.

19     Q.   And in your opinion, is that relief sought in

20 the best interest of protecting the environment and

21 correlative rights?

22     A.   Yes, it is.

23     Q.   Were Exhibits 1 through 4 prepared by you or

24 under your direction?

25     A.   Yes.
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1               MR. HERRMANN:  Mr. Examiner, we also have

2 Exhibit 5 that I prepared, which was notice to the

3 operator served pursuant to our rules.  There is a copy

4 of the returned green card.

5               The one thing we are currently waiting for

6 right now is the return from the New Mexico

7 Superintendent of Insurance so we could notify the

8 surety that we may intend to take their bonds.  With

9 your permission, I would like to supplement the record

10 as soon as I hear back from the New Mexico

11 Superintendent of Insurance.

12               EXAMINER JONES:  When do you think that

13 would be?

14               MR. HERRMANN:  I'm following up with them

15 today.  It will definitely be before the next docket on

16 December 15th.

17               EXAMINER JONES:  So it's a notice issue

18 that you want to supplement the record on --

19               MR. HERRMANN:  Yes.

20               EXAMINER JONES:  -- versus a continuance

21 for two weeks?

22               MR. HERRMANN:  Yes.

23               EXAMINER WADE:  We would be better

24 continuing it to go ahead and give them the opportunity

25 to respond to the notice if they want that opportunity.
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1               MR. HERRMANN:  Okay.  At this time I would

2 move to admit Exhibits 1 through 5 to the record.

3               EXAMINER JONES:  Exhibits 1 through 5 are

4 admitted.

5               (NMOCD Exhibit Numbers 1 through 5 are

6               offered and admitted into evidence.)

7               MR. HERRMANN:  I have no further questions.

8               EXAMINER JONES:  Do you have questions?

9               EXAMINER WADE:  I don't have questions.

10                     CROSS-EXAMINATION

11 BY EXAMINER JONES:

12     Q.   They talk about -- what would you do with them

13 if you plugged the wells?  Are they big pumping units?

14 Little, bitty pumping units?

15     A.   I haven't been out to the sites myself.  That

16 is done through the district offices.  But through the

17 plugging process, we would probably have the plugger do

18 a salvage on them and --

19     Q.   Two wells are federal, you said?

20     A.   There are -- there are two wells that are

21 federal, not the ones that didn't have electricity or

22 lack of a pump jack, were not federal.  They were state

23 wells.

24     Q.   Okay.  I don't have any more questions.

25               EXAMINER WADE:  If you would draft a
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1 proposed order for the next hearing.

2               MR. HERRMANN:  Yes.  I will have that

3 ready.

4               EXAMINER JONES:  Sounds good.  Thank you

5 very much.

6               With that, we are going to continue Case

7 Number 15590 to December the 15th.

8               (Case Number 15590 concludes, 8:29 a.m.)

9
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