
Page 1 
STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 
OIL CONSERVATION COMMISSION 

IN THE MATTER OF THE HEARING CALLED 
BY THE OIL CONSERVATION COMMISSION FOR 
THE PURPOSE OF CONSIDERING: 

ORIGINAL 

6 APPLICATION OF C&D MANAGEMENT COMPANY Case No. 14 055 
TO REOPEN CASE NO. 14 055, EDDY COUNTY, 

7 NEW MEXICO 

8 MOTION OF TARGA MIDSTREAM SERVICES, LLC, Case No. 14575 
TO REOPEN CASE TO OFFER PROOF OF 

9 COMPLETION AND RESULTS OF PRESSURE TESTING 

10 OIL CONSERVATION DIVISION'S APPLICATION Case No. 14 744 
FOR REHEARING OF RULE AMENDMENT 19.15.14.8 «-i 

11 -

12 u; 
REPORTER'S TRANSCRIPT OF PROCEEDINGS. 

13 COMMISSIONER HEARING 

14 - ••• --r.} 

15 BEFORE: JAMI BAILEY, Chairman 
ROBERT BALCH, Commissioner 

16 SCOTT DAWSON, Commissioner 

17 
February 23, 2 012 

18 Santa Fe, New Mexico 

19 
This matter came on f o r hearing before the New 

20 Mexico O i l Conservation Commission, JAMI BAILEY, 
Chairman, on Thursday, February 23, 2012, at the New 

21 Mexico Energy, Minerals and Nat u r a l Resources Department, 
1220 South St. Francis Drive, Room 102, Santa Fe, New 

22 Mexico. 

23 

24 REPORTED BY: Jacquel ine R. L u j a n , CCR #91 
Paul Baca P r o f e s s i o n a l Court Reporters 

25 ' 500 Four th S t r e e t , N.W., Su i t e 105 

PAUL BACA PROFESSIONAL COURT REPORTERS 
8d8e7d68-63a7-43b5-adab-3a91ac7eeb28 



Page 2 
A P P E A R A N C E S 

FOR THE OIL CONSERVATION COMMISSION: 

B i l l B r a n c a r d , Esq. 
General Counsel 
1220 S. S t . F r a n c i s D r i v e 
Santa Fe, New Mexico 87504 

FOR C&D MANAGEMENT COMPANY: 

James Bruce, Esq. 
P.O. Box 1056 
Santa Fe, New Mexico 87504 

FOR THE OIL CONSERVATION DIVISION: 
9 

10 

Sonny Swazo, Esq. 
11 1220 S. S t . F r a n c i s D r i v e 

Santa Fe, New Mexico 87504 
12 

G a b r i e l l e A. G e r h o l t , Esq. 
13 1220 S. S t . F r a n c i s D r i v e 

Santa Fe, New Mexico 87504 
14 

15 FOR TARGA MIDSTREAM SERVICES, LLC: 

16 W i l l i a m C. S c o t t , Esq. 
M o d r a l l , S p e r l i n g , Roehl, H a r r i s & S i s k , P.A. 

17 P.O. Box 2168 
Albuquerque, New Mexico 87103-2168 

18 

19 FOR THE NEW MEXICO OIL & GAS ASSOCIATION: 

20 M i c h a e l F e l d e w e r t , Esq. 
H o l l a n d & H a r t 

21 110 N o r t h Guadalupe, S u i t e 1 
Santa Fe,- New Mexico 87501 

22 

23 ALSO PRESENT: 

24 F l o r e n e Dav idson 

25 

PAUL BACA PROFESSIONAL COURT REPORTERS 
8d8e7d68-63a7-43b5-adab-3a91ac7eeb28 



1 WITNESSES: 
Page 3 

PAGE 

2 M a r t i n a C a s t l e : ( T e l e p h o n i c a l l y ) 

3 D i r e c t e x a m i n a t i o n by Mr. Bruce 9 
Cro s s - e x a m i n a t i o n by Mr. Swazo 15 

4 Ex a m i n a t i o n by Commissioner B a l c h 18 
Exa m i n a t i o n by Chairman B a i l e y 19 

5 
D a n i e l Sanchez: 

6 
D i r e c t e x a m i n a t i o n by Mr. Swazo 21 

7 Ex a m i n a t i o n by Commissioner Dawson 2 6 
E x a m i n a t i o n by Commissioner B a l c h 27 

9 

24 

25 

A l b e r t o G u t i e r r e z 

D i r e c t e x a m i n a t i o n by Mr. S c o t t 33 
10 C r o s s - e x a m i n a t i o n by Ms. G e r h o l t 75 

Exa m i n a t i o n by Commissioner Dawson 80 
11 E x a m i n a t i o n by Commissioner B a l c h 83 

Exa m i n a t i o n by Chairman B a i l e y 88 
12 R e d i r e c t e x a m i n a t i o n by Mr. S c o t t 91 

R e b u t t a l e x a m i n a t i o n by Mr. S c o t t 125 
13 E x a m i n a t i o n by Commissioner Dawson 127 

14 W i l l i a m Jones: 

15 D i r e c t e x a m i n a t i o n by Ms. G e r h o l t 95 
Cro s s - e x a m i n a t i o n by Mr. S c o t t 115 

16 E x a m i n a t i o n by Commissioner Dawson 119 
Exa m i n a t i o n by Commissioner B a l c h 121 

17 R e d i r e c t e x a m i n a t i o n by Ms. G e r h o l t 124 

18 EXHIBITS INDEX PAGE 

19 

C&D EXHIBIT 3 WAS ADMITTED 14 
20 

TARGA EXHIBITS 1 AND 3A THROUGH 3D WERE 
21 ADMITTED 74 

2 2. TARGA EXHIBIT 2 WAS ADMITTED 75 

23 OCD EXHIBITS 1, 2 AND 3 WERE ADMITTED 107 

REPORTER'S CERTIFICATE 14 6 

PAUL BACA PROFESSIONAL COURT REPORTERS 
8d8e7d68-63a7-43b5-adab-3a91 ac7eeb28 



Page 132 

1 • CHAIRMAN BAILEY: Ms. Gerholt? 

2 MS. GERHOLT: The D i v i s i o n has applied f o r 

3 re-hearing of the order issued i n Case Number 14744 due 

4 t o an inadve r t e n t e r r o r t h a t occurred t h a t --

5 u n f o r t u n a t e l y , Mr. Jones took o f f w i t h my r u l e book, so I 

6 don't have the s t a t u t e before me. But -- thank you. 

7 The r u l e t h a t was promulgated, 19.15.14.8(A) 

8 permit r e q u i r e d , states i n i t s amended form t h a t an 

9 operator s h a l l o b t a i n an approved a p p l i c a t i o n f o r a 

10 permit t o d r i l l from the D i v i s i o n p r i o r t o commencing 

11 d r i l l i n g , r e - e n t e r i n g , commencing a l a t e r a l , plugging 

12 back or completing or re-completing the w e l l . 

13 The D i v i s i o n d i d not i n t e n d f o r an operator t o 

14 receive an approved APD from the BLM every time i t needed 

15 t o deepen or plug back the w e l l . I t was an oversight on 

16 the D i v i s i o n ' s p a r t t h a t the BLM doesn't use APDs f o r 

17 deepening or plugging back. The D i v i s i o n does f o r s t a t e 

18 and fee lands, but the BLM does not. Therefore, i t 

19 creates an unnecessary burden upon operators. 

20 - The D i v i s i o n f e l t t h a t the best way t o remedy 

21 t h i s would, per New Mexico s t a t u t e , apply f o r a 

22 re-hearing of the order. And t h a t ' s the s t a t u t e t h a t I 

23 u n f o r t u n a t e l y do not have before me but was included i n 

24 the D i v i s i o n ' s a p p l i c a t i o n f o r re-hearing. Thank you. 

25 CHAIRMAN BAILEY: Do you have a statement? 
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1 MR. FELDEWERT: Madam Chair, I'm appearing 

2 here i n support of the request by the O i l Conservation 

3 D i v i s i o n . We be l i e v e i t w i l l e l i m i n a t e an unnecessary 

4 burden upon operators i n the s t a t e . I t w i l l also 

5 e l i m i n a t e a l o t of confusion t h a t has ar i s e n , both w i t h 

6 operators and the BLM, i n terms of how t o proceed under 

7 t h i s p a r t i c u l a r s e c t i o n as amended. And t h e r e f o r e , we 

8 believe t h a t the remedy proposed by the D i v i s i o n w i l l 

9 e l i m i n a t e the unnecessary burden and the confusion t h a t 

10 has r e s u l t e d . 

11 CHAIRMAN BAILEY: So we need t o u n f i x the 

12 f i x t h a t we had on t h i s p a r t i c u l a r rule? 

13 MS. GERHOLT: Yes, Madam Chair. I would 

14 also p o i n t out t o the Commission t h a t the D i v i s i o n 

15 ap p l i e d f o r re-hearing p r i o r t o the r u l e being published, 

16 but the r u l e has been published. So t h a t ' s a t e c h n i c a l 

17 issue t h a t has occurred since t h a t time t h a t we've 

18 applied f o r the re-hearing, but t o b r i n g t h a t t o your 

19 n o t i c e . 

20 CHAIRMAN BAILEY: Now the question i s : 

21 How do we best remedy the problem? And we have a d r a f t 

22 order f o r the Commission which denies the D i v i s i o n ' s 

23 a p p l i c a t i o n f o r a re-hearing pursuant t o th a t s t a t u t e but 

24 t o go through a rule-making process f o r f i x i n g the r u l e 

25 t h a t we f i x e d before. 
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1 Commissioners, I don't believe you've had a 

2 chance t o look at t h i s d r a f t order. 

3 COMMISSIONER BALCH: What's the d i f f e r e n c e 

4 between t h i s and reopening the hearing, besides, 

5 obviously, a l o t more people involved? 

6 MR. BRANCARD: Members of the Commission, 

7 the problem i s t h a t once a r u l e i s published i n the New 

8 Mexico Register, the r u l e i s set. And the only way t h a t 

9 the Commission can modify t h a t r u l e i s t o go back through 

10 a formal rule-making process. I t can be a very simple 

11 hearing, but i t s t i l l r e q uires a l l the no t i c e and the 

12 time frames t h a t you have under your r u l e s f o r changing 

13 the r u l e . You s o r t of lose j u r i s d i c t i o n once i t ' s 

14 published i n the New Mexico Register, and you have t o 

15 s t a r t the process a l l over again. 

16 You could make i t p a r t of a l a r g e r rule-making 

17 or put i t i n t o some other rule-making you have which 

18 you're going t o propose at some p o i n t i n the f u t u r e , or 

19 you can do a simple r u l e hearing on j u s t t h a t change. 

20 But i t would have t o be a separate rule-making process. 

21 COMMISSIONER BALCH: I s t h a t ' s what's 

22 being proposed here, a separate, s p e c i f i c rule-making? 

23 CHAIRMAN BAILEY: Yes. To go through the 

24 n o t i c e on the website, n o t i f i c a t i o n f o r every i n t e r e s t e d 

25 p a r t y t h a t was p a r t of the o r i g i n a l rule-making, 
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1 obviously, so t h a t i t i s very open, very transparent, 

2 very p u b l i c , t o e x p l a i n why we need t o go through the 

3 process again. 

4 COMMISSIONER BALCH: Okay. I don't have 

5 anything else. 

6 MR. FELDEWERT: I f I may inquire? I 

7 guess, number one, I understand t h a t the Commission's 

8 a p p l i c a t i o n f o r r e c o n s i d e r a t i o n j u s t f o r the record was 

9 served on a l l the p a r t i e s t h a t appeared at the hearing, 

10 so everyone d i d get n o t i c e of t h i s e f f o r t . 

11 I understand the p o s i t i o n t o be t h a t since the 

12 r u l e was, f o r whatever reason, published, despite the 

13 a p p l i c a t i o n f o r a re-hearing, t h a t the f e e l i n g i s from a 

14 l e g a l perspective t h a t the Commission has l o s t 

15 j u r i s d i c t i o n . 

16 MR. BRANCARD: Right. The recent case 

17 w i t h the Supreme Court d e a l i n g w i t h the r u l e s t h a t were 

18 passed at the end of the l a s t a d m i n i s t r a t i o n d e a l t 

19 d i r e c t l y w i t h t h i s issue. And i t ' s s o r t of a sense t h a t 

20 once you send something over t o the s t a t e record center, 

21 you may lose c o n t r o l e f f e c t i v e l y , and the records 

22 a d m i n i s t r a t o r r e a l l y has no o p t i o n but t o p u b l i s h t h a t 

23 r u l e . 

24 That case s o r t o f l e f t open a l i t t l e opening 

25 where, f o r ins tance , had the Commission i t s e l f gone t o 
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1 the records center i n enough time before they sent the 

2 p r i n t i n g of the Register and asked t o withdraw the r u l e , 

3 whether the records a d m i n i s t r a t o r could have done t h a t . 

4 I don't know. But the records a d m i n i s t r a t o r doesn't l i k e 

5 t o change anything once they get i t . 

6 MR. FELDEWERT: I s the r u l e normally sent 

7 f o r p u b l i c a t i o n before the time frame has run f o r 

8 reconsideration? ̂  

9 MR. BRANCARD: That's a good question. 

10 MS. GERHOLT: That i s a good question. 

11 MR. FELDEWERT: That's why I'm a l i t t l e 

12 b i t s u r p r i s e d t h a t t h a t occurred. My assumption would be 

13 t h a t i t wouldn't go f o r p u b l i c a t i o n u n t i l the time frame 

14 has run f o r any re c o n s i d e r a t i o n of the -- I mean t h a t , as 

15 a matter of e i t h e r p o l i c y or perhaps law, i t wouldn't be 

16 p r o p e r l y sent f o r p u b l i c a t i o n u n t i l the time frame has 

17 run f o r any r e c o n s i d e r a t i o n of the i n i t i a l order. 

18 And I'm wondering i f t h a t gives us any 

19 f l e x i b i l i t y here. That's more of a thought of mine. I 

2 0 can't say i t ' s a product of any research. 

21 MR. BRANCARD: That's probably not a bad 

22 idea. I t h i n k the r e c o n s i d e r a t i o n s t a t u t e t h a t the 

23 Commission has i s g e n e r a l l y d i r e c t e d toward a d j u d i c a t o r y 

24 matters, not only considering rule-making. But you could 

25 take the same p o s i t i o n f o r rule-making and simply wait 20 
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1 days before you submit something over t o the Register. 

2 One t h i n g t h a t I've always advised boards and 

3 commissions i s t o , a f t e r a rule-making hearing, give the 

4 Chair and whoever i s working on preparing t h a t r u l e f o r 

5 p u b l i c a t i o n some leeway t o c o r r e c t any t e c h n i c a l mistakes 

6 i n the r u l e p r i o r t o p u b l i c a t i o n . That's not the kind.of 

7, t h i n g you n e c e s s a r i l y need t o go back t o hearing t o do. 

8 And i n f a c t , there's an AG opi n i o n about t h a t 

9 from many years ago t h a t says, yes, you can do t h a t . 

10 You're not j u s t s t r u c k w i t h whatever s c r i b b l e s you have 

11 at the time of the hearing. You can make i t look nice 

12 and c o r r e c t grammatical mistakes and wording mistakes, et 

13 cetera. That's another reason t o c a r e f u l l y proofread 

14 something before you submit i t t o the s t a t e records 

15 center. Because once you submit i t , you've l a r g e l y l o s t 

16 c o n t r o l of t h a t r u l e . 

17 CHAIRMAN BAILEY: And the t i m i n g on t h i s 

18 was t h a t we submitted i t t o the records center, and 

19 before p u b l i c a t i o n was when we discovered the problem and 

20 the D i v i s i o n entered i t s a p p l i c a t i o n . 

21 MR. BRANCARD: Right. I t ' s c l e a r from the 

22 Court d e c i s i o n t h a t the D i v i s i o n would not have the 

23 a b i l i t y t o go t o the records center and say, "Stop." 

24 Because t h a t ' s e x a c t l y what happened i n the case t h a t ' s 

25 i n f r o n t of the Supreme Court. You had a r u l e from the 
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1 Environmental Improvement Board and you had the 

2 Environmental Department and Governor running t o the 

3 records a d m i n i s t r a t o r saying, "Stop." And the Court 

4 said, "They don't have the a b i l i t y t o do t h a t . " 

5 But had they gotten the Environmental 

6 Improvement Board t o meet i t s e l f d uring t h a t period, the 

7 Court never addressed whether they could then, i f there 

8 was enough time before. 

9 And the record center claims t h a t they have 

10 l i k e a two-week lead time t o p u b l i c a t i o n . But they s o r t 

11 of claim t h a t once you get w i t h i n a week, i t ' s too l a t e , 

12 because they set the presses and nothing can change. 

13 COMMISSIONER BALCH: Can the D i v i s i o n 

14 a d m i n i s t r a t i v e l y allow people not t o do t h a t while we're 

15 f i x i n g t h i s ? 

16 CHAIRMAN BAILEY: I t ' s already been 

17 published i n t h i s case. 

18 COMMISSIONER BALCH: Right. But I mean 

19 w i t h the published r u l e , i s i t possible f o r the D i v i s i o n 

20 t o not make t h i s a burden while we f i x the problem? 

21 CHAIRMAN BAILEY: I t h i n k you've already 

22 addressed t h a t . 

23 MS. GERHOLT: Commissioner Balch, the 

24 D i v i s i o n has addressed t h a t . We have sent n o t i f i c a t i o n 

25 t o our d i s t r i c t o f f i c e s as t o how they need t o proceed, 
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1 given what the i n t e n t was. The i n t e n t was not t o place 

2 t h i s e x t r a burden on operators. The i n t e n t was t h a t 

3 p r i o r t o doing anything, you needed t o have approval f o r 

4 i t . And we, u n f o r t u n a t e l y , included a p p l i c a t i o n f o r a 

5 permit t o d r i l l , not r e a l i z i n g t h a t the BLM used t h i s 

6 other form. So we've informed d i s t r i c t o f f i c e s as t o how 

7 they need t o proceed. 

8 I bel i e v e NMOGA has been contacted. I have a 

9 vague r e c o l l e c t i o n t h a t I spoke t o Mr. Feldewert about 

10 t h i s issue. So we are working w i t h operators, and we do 

11 have -- we are not -- we're doing our best, but we need 

12 t o get t h i s amended as q u i c k l y as possible. 

13 CHAIRMAN BAILEY: What i s the quickest 

14 t h a t we can get i t on the docket? 

15 MS. GERHOLT: I would have t o t u r n t o 

16 Ms. Duran-Saenz, because i t does r e l a t e back t o the New 

17 Mexico Register because of the n o t i f i c a t i o n requirement. 

18 MS. DURAN-SAENZ: We have t o allow at 

19 l e a s t 10 days f o r i t t o be published i n the New Mexico 

20 Register or n o t i c e of hearing. But we have the 

21 requirements of n o t i c e f o r a re g u l a r meeting, and I 

22 b e l i e v e t h a t ' s a 20-day n o t i c e t h a t we have t o give the 

23 p u b l i c . And then we also have t o p u b l i s h i n a newspaper 

24 of general c i r c u l a t i o n , and they have t h e i r own s p e c i f i c 

25 t i m e l i n e . So at a minimum, 30 days. 
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1 CHAIRMAN BAILEY: Our next Commission 

2 hearing is? 

3 MS. DAVIDSON: March 27th. 

4 MS. DURAN-SAENZ: I t h i n k we've passed the 

5 New Mexico deadline. The e a r l i e s t I believe would be i n 

6 A p r i l . 

7 CHAIRMAN BAILEY: I t would be A p r i l , 

8 because Mr. Brancard i s going t o t e l l us about l a t e s t 

9 developments on the A p r i l hearings. 

10 COMMISSIONER BALCH: Okay. 

11 CHAIRMAN BAILEY: Okay. Why don't we t r y 

12 t o have the rule-making f i x i n A p r i l ? 

13 MR. BRANCARD: I t h i n k e s s e n t i a l l y what 

14 you're saying, Madam Chair, i s you want t o t r e a t t h i s 

15 p e t i t i o n f o r re-hearing as a p e t i t i o n f o r a new 

16 rule-making? 

17 (MR. SCOTTT^ The D i v i s i o n would move t o 

18 have t h a t be, when the a p p l i c a t i o n i s considered, a 

19 p e t i t i o n f o r rule-making. 

2 0 MR. BRANCARD: But t h a t means t h a t you've 

21 got t o come up w i t h a n o t i c e r e a l f a s t . 

22 VMR. SCOTjJ> Yes. 

23 MR. FELDEWERT: Would t h a t allow the 

24 Commission then t o consider i t on the March 27th docket? 

25 CHAIRMAN BAILEY: No, because they say 
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1 we've missed the date f o r f i l i n g w i t h the New Mexico 

2 Register. 

3 MR. FELDEWERT: I see. 

4 MR. BRANCARD: I t only publishes twice a 

5 month. 

6 COMMISSIONER BALCH: A p r i l would be the 

7 next hearing, unless we had a s p e c i a l meeting. 

8 CHAIRMAN BAILEY: That's t r u e . But I 

9 t h i n k w e ' l l have p l e n t y of time i n A p r i l . 

10 MR. BRANCARD: Then I need t o r e w r i t e your 

11 order t o i n d i c a t e we're r e j e c t i n g re-hearing. We are 

12 approving i t as a p e t i t i o n f o r rule-making. 

13 CHAIRMAN BAILEY: Okay. And I w i l l sign 

14 on behalf of the Commission. 

15 MR. BRANCARD: A l l r i g h t . 

16 CHAIRMAN BAILEY: Can I get your approval? 

17 COMMISSIONER DAWSON: I approve. 

18 COMMISSIONER BALCH: Absolutely. 

19 MR. BRANCARD: I don't know i f the 

20 Commissioners are f a m i l i a r w i t h the proceeding t h a t ' s 

21 going on i n the courts now r e l a t e d t o the P i t Rule 

22 rule-making. 

23 Back on January 9th, the O i l & Gas 

24 A c c o u n t a b i l i t y Project f i l e d a p e t i t i o n f o r a w r i t of 

25 p r o h i b i t i o n w i t h the D i s t r i c t Court. This ki n d of 
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10 I FURTHER CERTIFY t h a t I am n e i t h e r employed by 

11 n or r e l a t e d t o nor c o n t r a c t e d w i t h any o f the p a r t i e s o r 

12 a t t o r n e y s i n t h i s case and t h a t I have no i n t e r e s t 

13 whatsoever i n t h e f i n a l d i s p o s i t i o n o f t h i s case i n any 

14 c o u r t . 

15 WITNESS MY HAND t h i s 7 t h day o f March, 2012. 

16 
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24 
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