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1 (9:05a.m.) 

2 CHAIRPERSON BAILEY: Today I c a l l Case 

3 14 974, which i s the a p p l i c a t i o n of the O i l Conservation 

4 D i v i s i o n f o r a pre-hearing t o consider proposed 

5 amendments t o c e r t a i n p r o v i s i o n s of T i t l e 19, Chapter 

6 15, Part 26 of the New Mexico A d m i n i s t r a t i v e Code. 

7 Appearances? 

8 MS. GERHOLT: Morning, Madam Chair, 

9 Commissioners. 

10 G a b r i e l l e Gerholt, A s s i s t a n t General 

11 Counsel, f o r the O i l Conservation D i v i s i o n . J o i n i n g me 

12 today i s Jesse A l l e n , UNM law i n t e r n . We represent the 

13 OCD i n t h i s case. 

14 MR. FELDEWERT: Madam Chair, members of the 

15 Commission, Michael Feldewert w i t h the Santa Fe o f f i c e 

16 of Holland & Hart. We're f i r s t appearing on behalf of 

17 OXY USA WTP, LP and Occidental Permian, and we're 

18 appearing separately on behalf of New Mexico O i l & Gas 

19 Association. 

2 0 CHAIRPERSON BAILEY: Do you have an opening 

21 statement? 

22 MS. GERHOLT: I do, Madam Chair. Thank 

23 you. 

24 OPENING STATEMENT 

25 MS. GERHOLT: The O i l Conservation D i v i s i o n 
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1 formed a work group i n June of 2 012 t o review the issue 

2 about a c i d gas disposal w e l l s . The D i v i s i o n saw a need 

3 t o for m a l i z e r e g u l a t i o n f o r disposal w e l l s . A work 

4 group was formed w i t h members of academia, the D i v i s i o n 

5 and the i n d u s t r y . The a p p l i c a t i o n -- not the 

6 a p p l i c a t i o n . The proposed language before you i s the 

7 r e s u l t of t h a t work group. 

8 We have asked f o r t h i s pre-hearing because, 

9 as y o u - a l l know, the Commission must meet i n a p u b l i c 

10 s e t t i n g , and we wanted the Commission's thoughts as t o 

11 whether or not the proposed language i s ready t o be 

12 reviewed i n a formal rulemaking by the Commission or i f 

13 the Commission has concerns, c l a r i f i c a t i o n s , a d d i t i o n s 

14 t h a t need t o be taken back t o the work group. The goal 

15 of the D i v i s i o n i s t h a t when we do get t o hearing, t h a t 

16 i t i s a more e f f i c i e n t process. 

17 Thank you. 

18 CHAIRPERSON BAILEY: Mr. Feldewert, do you 

19 have an opening statement? 

2 0 MR. FELDEWERT: I do not at t h i s time. 

21 CHAIRPERSON BAILEY: Do you have any 

22 witnesses? 

23 MS. GERHOLT: No, Madam Chair. I n a 

24 pre-hearing, the D i v i s i o n chose not t o present 

25 witnesses. I am i n t e r e s t e d i n hearing what the 

I 
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1 Commission's concerns or thoughts are. I can provide --

2 as a member of the work group, I can provide you some 

3 i n f o r m a t i o n as t o whether or not the work group even 

4 thought about something or not, but more, what i s the 

5 Commission's thoughts at t h i s time. I s the Commission 

6 ready f o r a rulemaking a p p l i c a t i o n , or does the D i v i s i o n 

7 work group need t o go back t o the drawing board? 

8 CHAIRPERSON BAILEY: So t h i s can be more of 

9 a dialogue f o r discussion purposes of what we would l i k e 

10 t o see presented t o us the next time t h i s i s docketed 

11 f o r us? 

12 MS. GERHOLT: Yes, Madam Chair. 

13 CHAIRPERSON BAILEY: Commissioners, do you 

14 have any comments t h a t you would l i k e t o a f f o r d the work 

15 group? 

16 COMMISSIONER WARNELL: Yeah, I do. 

17 Reading through your E x h i b i t A, my f i r s t 

18 thought was t o define a c i d gas, and then I got over a 

19 few pages, and I saw t h a t you d i d have a d e f i n i t i o n i n 

20 there. I guess we could s t r i k e t h a t . 

21 The second thought was i f you've given any 

22 thought t o the d i f f e r e n c e between a c i d gas and sour gas? 

2 3 And going on, j u s t reading my notes, you mention 

24 v e r t i c a l depth. I'm not sure i f we're t a l k i n g about 

25 measured depth or t r u e v e r t i c a l depth. I assume i t ' s 
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1 t r u e v e r t i c a l depth. You might want t o give some 

2 thought between measured depth and t r u e v e r t i c a l depth. 

3 You t a l k e d about the top of the i n j e c t i o n 

4 i n t e r v a l . To me, t h a t ' s a l o t d i f f e r e n t than the top 

5 p e r f , and no place d i d I hear about p e r f s i n order. So 

6 I t h i n k I'm comfortable w i t h the top of the i n j e c t i o n 

7 i n t e r v a l even though i t may be p e r f o r a t e d a l o t deeper 

8 than the top of the i n t e r v a l . 

9 The r e s t of i t looked a b s o l u t e l y f i n e t o 

10 me. 

11 CHAIRPERSON BAILEY: Commissioner Balch, 

12 d i d you have any comments or discussion on what you 

13 would l i k e t o see presented t o us? 

14 COMMISSIONER BALCH: Sure. On page 3 of 

15 E x h i b i t A, at the top i s " h a l f - m i l e area of i n t e r e s t , " 

16 i t looks l i k e , where you're i d e n t i f y i n g w e l l s . I s there 

17 a reason why you went w i t h a h a l f - m i l e l i m i t ; do you 

18 r e c a l l ? 

19 MS. GERHOLT: Yes, Commissioner Balch. The 

2 0 work group spent a s i g n i f i c a n t p e r i o d of time discussing 

21 v a r i a t i o n s between a h a l f m i l e , three-quarters of a mile 

22 and a mil e . And durin g the course of t h a t , i t was 

23 determined t h a t a h a l f mile was always without --

24 outside the zone of the p r o j e c t e d plume suspension and 

25 t h a t t h a t h a l f mile encapsulated --
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COMMISSIONER BALCH: Now, t h a t ' s assuming a 

2 30-year i n j e c t i o n plan? 

3 MS. GERHOLT: I t i s . 

4 COMMISSIONER BALCH: And there i s the 

5 p o s s i b i l i t y of renewal f o r an i n j e c t i o n , r i g h t ? 

6 MS. GERHOLT: As you're w e l l aware, 

7 Commissioner Balch, c e r t a i n d i sposal orders t h a t have 

8 come from the Commission t h i s past year do give t h a t 

9 o p p o r t u n i t y f o r renewal. That i s something t h a t I can 

10 take back t o the work group and have f u r t h e r discussion 

11 about, given t h a t previous orders have renewal language 

12 i n them. 

13 COMMISSIONER BALCH: I guess I'm not 

14 n e c e s s a r i l y concerned about a h a l f mile, but i n a case 

15 of an extended i n j e c t i o n time, but at t h a t p o i n t , you 

16 may want t o t r i g g e r a large area of i n t e r e s t , because 

17 the plume i s going t o exceed the h a l f - m i l e l i m i t . 

18 That's a l l my questions. 

19 CHAIRPERSON BAILEY: I have concerns about 

20 the pressure maintenance aspects t h a t were brought out 

21 i n Section F, f o r pressure maintenance p r o j e c t s . 

22 Recently, we've had an a p p l i c a t i o n f o r pressure 

23 maintenance where an operator wanted t o dispose of s a l t 

24 water i n a sa l t w a t e r disposal w e l l , but the w e l l d i d not 

25 q u a l i f y f o r s a l t w a t e r d i s p o s a l . So then he applied as a 
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1 pressure maintenance. 

2 I t seemed t o me t h a t there was no beginning 

3 pressure t h a t was recorded and no end pressure, as a 

4 goal, and my l o g i c t e l l s me t h a t i f you want t o c a l l i t 

5 a pressure maintenance p r o j e c t , we need t o have some 

6 idea on the pressures, both beginning and end p o i n t . So 

7 I would l i k e t o see something along those l i n e s so t h a t 

8 i f there i s a t e r m i n a t i o n given t o a pressure 

9 maintenance p r o j e c t , i t would be hinged on the pressure 

10 achieved i n r e s e r v o i r . 

11 I've also seen a p p l i c a t i o n s where 

12 operators, r a t h e r than c o n t i n u i n g t o f l a r e gas, i n the 

13 southeast p a r t i c u l a r l y , would l i k e t o r e i n j e c t the gas 

14 produced w i t h t h e i r products i n -- e s p e c i a l l y i n 

15 secondary recovery p r o j e c t s . So f o r EOR p r o j e c t s , t h a t 

16 r e i n j e c t i o n of produced gas seems t o me t o be very 

17 c l o s e l y a l igned w i t h an a c i d gas i n j e c t i o n w e l l . 7And 

18 I'm l o o k i n g f o r c o n s i s t e n t requirements. Whether aci d 

19 gas i s being i n j e c t e d as a disposal w e l l , the f a c i l i t i e s 

20 should be s i m i l a r , i f not the same -- t a l k about i t , 

21 b r i n g i t before us -- as t o r e i n j e c t i o n w e l l s t h a t may 

22 have increasing H2S volumes as i t s c o n t i n u a l l y recycled 

23 through the r e s e r v o i r . 

24 So i n the discussions f o r the acid gas 

25 disposal w e l l , i n 26.9(A), the a c i d gas d e f i n i t i o n says 
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1 t h a t "acid gas may be modified or concentrated by o i l 

2 and gas processing f a c i l i t i e s f o r use i n enhanced 

3 hydrocarbon recovery." My question i s : Do we always 

4 need t o have o i l and gas processing f a c i l i t i e s , or are 

5 we being l i m i t e d here i n the methodology or the 

6 equipment or the techniques f o r r e j e c t i o n ? 

7 MS. GERHOLT: Madam Chair, the work group 

8 discussed t h a t and decided on the i n c l u s i o n of o i l and 

9 gas processing f a c i l i t i e s i n order t o e l i m i n a t e options 

10 such as the large e l e c t r i c a l I believe i t ' s 

11 development energy; they also produce a c i d gas. Some of 

12 the i n d u s t r i a l complexes produce i t . We do not have 

13 r e g u l a t o r y a u t h o r i t y over those i n d u s t r i a l complexes, 

14 and we wanted t o be c l e a r t h a t the only disposal t h a t 

15 could take place was from o i l and gas f a c i l i t i e s . 

16 CHAIRPERSON BAILEY: I guess I'm t r y i n g t o 

17 broaden t h i s out from only disposal t o i n j e c t i o n of a l l 

18 kinds f o r those f a c i l i t i e s over which the OCD does have 

19 a u t h o r i t y . 

2 0 MS. GERHOLT: Madam Chair, one 

21 recommendation I would make on behalf of the O i l 

22 Conservation D i v i s i o n i s f o r the D i v i s i o n t o go back t o 

23 the work group, make some c l a r i f i c a t i o n s s p e c i f i c a l l y 

24 f o r disposal w e l l s . 

25 At the onset, t h a t ' s what the work group 
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1 was designed t o look a t , so we gathered more i n d i v i d u a l s 

2 w i t h t h a t e x p e r t i s e . We d i d not include i n d i v i d u a l s 

3 w i t h the e x p e r t i s e i n pressure maintenance enhanced 

4 recovery, because t h a t was not our focus. And given 

5 these a d d i t i o n a l concerns and questions, what I would 

6 o f f e r i s f o r the D i v i s i o n t o have time t o form a work 

7 group t h a t includes those i n d i v i d u a l s , and have t h a t as 

8 a separate a p p l i c a t i o n f o r rulemaking. I t h i n k there 

9 w i l l be some i n t e r p l a y between a c i d gas disposal, but 

10 maybe having those r e g u l a t i o n s f i r s t , so we have a 

11 standard i n place, and then see i f and how they r e l a t e 

12 t o other i n j e c t i o n types. 

13 CHAIRPERSON BAILEY: You have a comment, 

14 Commissioner Balch? 

15 COMMISSIONER BALCH: Of course, I do, i f 

16 you don't mind the i n t e r r u p t i o n . 

17 As I said, I guess I look at i n j e c t i o n of 

18 C02 f o r EOR as a d i f f e r e n t t h i n g than i n j e c t i o n of TAG 

19 f o r d i s p o s a l . Because w i t h EOR, you're p r i m a r i l y 

20 l o o k i n g at pure C02, and t y p i c a l l y there i s a r e c y c l i n g 

21 involved. So the i n j e c t i o n i s not -- while a p o r t i o n of 

22 the i n j e c t i o n i s permanent, the end r e s u l t of t h a t 

23 i n j e c t i o n i s production i n some o i l at another l o c a t i o n , 

24 p o s s i b l y r e c y c l i n g and then r e i n j e c t i o n i n t o t h a t same 

25 l o c a t i o n or i n t o another l o c a t i o n , or even i n t o a 

I 
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1 completely d i f f e r e n t f i e l d i f the EOR p r o j e c t i s n ' t sure 

2 [ s i c ] o f . So I t h i n k you have t o be c a r e f u l about 

3 lumping those too c l o s e l y together, because they r e a l l y 

4 do i n v o l v e q u i t e d i f f e r e n t processes. 

5 CHAIRPERSON BAILEY: I'm only concerned 

6 about the c o n s t r u c t i o n maintenance and operations of the 

7 f a c i l i t i e s --

8 COMMISSIONER BALCH: Right. 

9 CHAIRPERSON BAILEY: -- f o r the p r o t e c t i o n 

10 of p u b l i c h e a l t h . 

11 COMMISSIONER BALCH: And I t h i n k the reason 

12 I want t o d i f f e r e n t i a t e there i s , a C02 EOR p r o j e c t i s 

13 something t h a t would l a s t on the order of a few years at 

14 a p a r t i c u l a r l o c a t i o n ; whereas, a disposal s i t e i s 

15 permanent and up t o 30 years. 

16 CHAIRPERSON BAILEY: Right. 

17 COMMISSIONER BALCH: So you might not 

18 n e c e s s a r i l y have t o have the same -- you might be 

19 able -- you would demand, I t h i n k , a higher s t r e n g t h of 

2 0 m a t e r i a l s , a higher monitoring of the disposal than you 

21 might -- which i s n e c e s s a r i l y f l u i d . You're going t o 

22 i n j e c t C02; maybe you might i n j e c t water f o r a while, 

23 and then move t o C02 t o the other p a r t of the f i e l d or a 

24 d i f f e r e n t set of p a t t e r n s , and those w e l l s don't 

25 n e c e s s a r i l y have t o su s t a i n C02 i n j e c t i o n f o r 30 years 
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1 l i k e the disposal w e l l s do. 

2 CHAIRPERSON BAILEY: Good p o i n t . 

3 COMMISSIONER BALCH: So I t h i n k i t ' s good 

4 t o t h i n k of i t together, but they're not ne c e s s a r i l y the 

5 same t h i n g . 

6 CHAIRPERSON BAILEY: Right. I'm j u s t 

7 l o o k i n g at the surface f a c i l i t i e s f o r consistent 

8 operations and maintenance so t h a t we w i l l not have the 

9 EOR w e l l s any less safe f o r the p u b l i c or f o r 

10 operations. 

11 COMMISSIONER BALCH: Now, are EOR p r o j e c t s 

12 per m i t t e d through an e x i s t i n g process, or are they 

13 case-by-case examination, l i k e the a c i d gas? 

14 CHAIRPERSON BAILEY: We have u n i t i z a t i o n 

15 orders, and we have pressure maintenance a d m i n i s t r a t i v e 

16 orders, but I'm sure t h a t i t needs t o be brought out i n 

17 a p u b l i c hearing i n a r u l e hearing, so we do address 

18 t h a t . 

19 COMMISSIONER BALCH: I j u s t wanted t h a t out 

2 0 there. 

21 CHAIRPERSON BAILEY: And these are 

22 questions, I t h i n k , t h a t need t o come out i n the p u b l i c 

23 hearing. 

24 MS. GERHOLT: I agree w i t h you, Madam 

25 Chair . Again , I would j u s t make the request t h a t i f we 
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1 can separate t h a t out at a l l so t h a t we can p u l l i n the 

2 excerpts on enhanced recovery and on pressure 

3 maintenance. I'm not an engineer. I understand there 

4 are some d i f f e r e n c e s , but the extent of those, I'm 

5 unaware of, and I would l i k e t o be able t o access t h a t 

6 knowledge. 

7 CHAIRPERSON BAILEY: I j u s t know we need t o 

8 respond t o the problem t h a t we see, of the f l a r i n g 

9 t h a t ' s going on i n southeast, and f o r f i n d i n g methods 

10 t h a t are safe and reasonable and w i t h i n the r e g u l a t o r y 

11 scheme t o ease t h a t problem. So, yes, do come back t o 

12 us. 

13 Do we have any other questions? 

14 What i s standard f o r g r a n t i n g or denying an 

15 a p p l i c a t i o n f o r approval of the ac i d gas disposal wells? 

16 I t h i n k those should be granted -- or discussed and 

17 brought up before the Commission, also. 

18 MS. GERHOLT: Yes, Madam Chair. 

19 COMMISSIONER BALCH: Good t o see a c l e a r 

20 path and a l t e r n a t e paths. 

21 CHAIRPERSON BAILEY: Mr. Feldewert, do you 

22 have any comments or a d d i t i o n a l statements t o make? 

23 MR. FELDEWERT: Well, I t h i n k Commissioner 

24 Balch's comment t h a t a c i d gas disposal w e l l s i n EOR 

25 p r o j e c t s , where they use an i n j e c t i o n of C02 -- t h a t you 
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1 r e a l l y are deal i n g w i t h two d i f f e r e n t types of animals 

2 there, t h a t there i s an apples-and-oranges d i s t i n c t i o n . 

3 But I do not disagree w i t h the idea t h a t those need t o 

4 be discussed, t h a t those need t o be brought out at a 

5 hearing before the Commission so t h a t the Commission can 

6 understand the d i s t i n c t i o n s t h a t are drawn i n the r u l e s 

7 w i t h respect t o those two types of p r o j e c t s and why you 

8 would have c e r t a i n requirements f o r one p r o j e c t -- type 

9 of p r o j e c t and other requirements f o r , f o r example, C02 

10 EOR p r o j e c t s . 

11 CHAIRPERSON BAILEY: Then we w i l l look 

12 forward t o seeing t h i s docketed again i n f u t u r e . 

13 MS. GERHOLT: And f o r c l a r i f i c a t i o n , Madam 

14 Chair, the Commission i s asking t h a t the D i v i s i o n go 

15 back and not j u s t look at the proposed language f o r a c i d 

16 gas disposal w e l l s , but also, i n the same a p p l i c a t i o n , 

17 t o include a d d i t i o n a l language or make suggestions i n 

18 regards t o the pressure maintenance portion? 

19 CHAIRPERSON BAILEY: Yes. 

2 0 MS. GERHOLT: Thank you. 

21 CHAIRPERSON BAILEY: Anything else i n t h i s 

22 case? 

23 MS. GERHOLT: Nothing f u r t h e r from the 

24 D i v i s i o n . 

25 CHAIRPERSON BAILEY: Okay. Thank you very 
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1 much. 

2 (The p r o c e e d i n g s conclude, 9:23 a.m. 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

PAUL BACA PROFESSIONAL COURT REPORTERS 
64d8a5c3-0041-4068-a27d-ab903facefc6 



Page 17 
i STATE OF NEW MEXICO 

2 COUNTY OF BERNALILLO 

3 

4 CERTIFICATE OF COURT REPORTER 

5 I , MARY C. HANKINS, New Mexico C e r t i f i e d 

6 Court R e p o r t e r No. 20, and R e g i s t e r e d P r o f e s s i o n a l 

7 R e p o r t e r , do hereby c e r t i f y t h a t I r e p o r t e d t h e 

8 f o r e g o i n g p r o c e e d i n g s i n s t e n o g r a p h i c s h o r t h a n d and t h a t 

9 t h e f o r e g o i n g pages are a t r u e and c o r r e c t t r a n s c r i p t o f 

10 those p r o c e e d i n g s t h a t were reduced t o p r i n t e d form by 

11 me t o t h e b e s t o f my a b i l i t y . 

12 I FURTHER CERTIFY t h a t t h e R e p o r t e r ' s 

13 Record o f t h e pr o c e e d i n g s t r u l y and a c c u r a t e l y r e f l e c t s 

14 t h e e x h i b i t s , i f any, o f f e r e d by t h e r e s p e c t i v e p a r t i e s . 

15 I FURTHER CERTIFY t h a t I am n e i t h e r 

16 employed by nor r e l a t e d t o any o f t h e p a r t i e s o r 

17 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 i n 

18 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. 

20 

19 

MARY C. HANKINS, CCR, RPR 
Paul Baca Court R e p o r t e r s 
New Mexico CCR No. 20 
Date o f CCR E x p i r a t i o n : 12/31/2013 

21 

22 

23 

24 

25 

PAUL BACA PROFESSIONAL COURT REPORTERS 
64d8a5c3-0041-4068-a27d-ab903facefc6 


