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:

APPLICATION OF THE NEW MEXICO OIL
CONSERVATION DIVISION.FOR A COMPLIANCE
ORDER AGAINST NORTHSTAR OIL & GAS- ,
CORPORATION SAN JUAN COUNTY NEW MEXICO

CASE NO 13920 (de novo)
Oldel No R-12779-A

ORDER OF THE COMMISSION

THIS MATTER havmg come before the New Mex1co O]I Conservation
Commission (Commlssmn) on October 11,2007 at -Santa.Fe,.:New Meéxico, on
application of the New Mexico Oil Conservation Division (Division) for a compliance
01du against Northstar Oil'and Gas Cérporation, and the Commission, having carefully
considefed the evidence and otheI mateuals the parties subm1tted now, on this:8th day of

: Novembel 2007

FINDS THAT

1. Due public notice has been given, and the Commlssmn has JullSdICtIOH of
this case and the subject matter.

2. - Norths‘ta’r ‘O1l> and” Gas Corporation of :Farmington, New Mexico is the
operator of the following oil or gas-wells in: San Juan County; New Mexico (the wells):

© Naime . Location ___APINo.

CBarbara#l . P-1229N71SW . - 30-045-24263

: Davie‘#l* 'M'-2429N'-i1 5.W 30 045- 25097
3. Each of the wells have: been 1nact1ve I01 a continuous- perlod since on or

about 1991, which is far in exceéss of thé one year-plus 90 days allowed.under 19.15.4.201
NMAC.

4. ‘On or about:March 31, 1999 (as+to-both wells); December 17, 1999 and
February 25, 2000 (as to the Barbara #1); arid October'31, 2000, April 11, 2002, May 13,
2005, and September 26, 2006 (as to both wells) the Division mailed to Northstar Oil and

|
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Gas Corporation notices specifically: miolmmg it that the wells were and remained out of
compliance with ]9 15 4 201 NMAC RS : UL

5. NOIthStal O11 and Gas C01p01at10n lms fumlshed financial assurance to the
Division to secure its obligation to properly plug and abandon wells that it operates as
required by NMSA 1978, Sectioii 70-2-147and by 19.15.3.101. NMAC. Northstar:Oil and
Gas Corporation’s i"manci?'élfl;‘ass'tin:aliée’f‘-COnSiSts»; of"an" Assignment of Cash-Collateral
Deposit pledging funds in the amount of $50,000~on :deposit with-Wells Fargo New
Mexico, N.A. AccountNo 068754554 :

6. Subsection H:of 19: 15 3 101, NMAC authomzes sthe Dmsmn Duectcn to
corder an operator to plug and abandon any .well. not in comphance w1t1 19:15. 4,201
NMAC, and to restore the.well’s I6cation, by:a date certainsand further authorizes the
Division Director to forfeit the opelator S Tmanmal assurance upon the operator’s or its
: -smety S 1eiusal or ialluw to comply.
7. NMSA 1978 Section 70-2-31(A) provides that any person who knowingly
and willfully violates: any.provision of:the Qil and Gas:Act or any provision of any rule or
order issued pursuant to that act shall be subject to a civil penalty of not more than $1,000
< ~for-cach:violation; and:that; in the:case of a- contmumg v1olat10n each day of” violation

shall constitute a Sdel ate- v1olatlon

i

’ 8 On Apnl 24 2007 thc DIVISIOH hled an, apphcatlon seekmf, an order
pmsuant to- NMSA- 1978, Section-70-2-14 and. Subsection. H of.19.15.3.101.- NMAC
directing Northstar Oil and Gas Corporation to properly plug -and: abanden: the,wells, or
otherwise bring them into compliance with 19.15.4.201 NMAC, by a date certain, and, in
event of Northstar Oil and Gas Corporation’s failure to comply with-suchr order, forfeiting
its financial assurance. The Division also sought assessment of civil penalties because of
- Northstar: Oil: and-Gas: €orporation’s. failure to., bnng, the,;wells: mto comphance with
9154201NMAC ’ oy S :

- 9 As of the‘date of the hearing before: the“Division,’é lleax'i11g.exa111111é1's on
June 21, 2007, the wells remained out of compliance. .- ' :

: 10.~ " {.On July 5 2007, the Division entc1ed Order No. R-1 2779 -which directed
Northstar: 011 ‘and.Gas Col po1at1on in; “accordance with 19.154. 202 ‘NMAC, and a
plugjgng'plocedum approved by the:Division’s Aztec District Office to bring the wells
into compliance with 19.15.4.201 NMAC on or before September 5, 2007, and restore the
well sites- associated: with the :wells - in:, the; manner and :within' the time provided in
Paragraph: (3) of Subsection B0f.19. 15. 4. 202 NMAC.. SO el e

1. In addition, Order No. R- 12779 assessed a $10,000 civil pehalty against
~ Northstar Oil.and Gas: Corporation: for-its knowing and willful failure to return the wells
. to compllance with 19.15. 4 201 NMAC for the, penod ﬁom March 31,1999 to. Iune 21,

2007: e N ‘ R > R
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12. Northstar Oil ‘and ‘Gas Corporation timely filed a request for de novo

review of the appllcatlon with the Commission and asked that the Commission reduce the
civil pcnalty or asscss no penal y.o .

13. Noxthqtal Oll and Gas Corporation plugged the Davie #1 on Septembm 0,
2007 and the Barbara #] on Octobel 9,2007. The locations s:still need to
be restored.

14.  The evidence in this case demonstrate
Corporation’s failure to bring the wells into complianc
the time: period from March.31, 1999 to June 21,
violation of that rule.

15. A civil penalty, pursuant to NMSA 1978, Sec tshould be
assessed agairist Northstar*Oil and Gas Corporation for its know illful failure to
bring the wells into compliance with 19.15.4.201 NMAC during the peuod of time from
March 31, 1999 to June 21, 2007, in the amount of $10,000.

16. However, because Northstar Oil 'and_ Gas Corperation Operates no other
wells, is defunct and planning to dissolve as a corporation-once it restores the well sites,
and its sole owner is not planning to return to the oil and gas industry, it may reduce the
civil penalty by the amount of its actual expenditures for restoration of the well sites if it
completes the restoration and seeds the well sites with seed of plants native to the area by
December 15, 2007. : . :

IT IS THEREFORE ORDERED THAT:

1. A civil penalty is assessed ‘against Northstar Oil and Gas Corporation in
the amount of $10,000 because of its knowing and willful failure to return the wells to
compliance with 19.15.4.201 NMAC for the period from March 31, 1999 to June 21,
2007.

2. Northstar Oil and Gas Corporation shall restore the well sites a_ssbciated

with the wells in the manner provided in Subsection B of 19.15.4.202 NMAC and seed
the well sites with seed of plants native to the area by December 15, 2007.

3. If Northstar Oil and Gas Corporation restores the well sites and seeds the
well sites with seed of plants native to the area by December 15, 2007, it may reduce the
civil penalty by its actual expenditures for restoring the well sites. The Division shall not
release Northstar Oil and Gas Corporation’s financial assurance until Northstar Oil and
Gas Corporation restores the well sites, seeds the well sites with seed of plants natlve to
the area and provides i mv01ces and proof of payment for the restoration costs.
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DONL at Sanm FL Ncw Mexico.on the.8th-of Novunbu 7007
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STATE OT NEW ML}\ICO o
OlL CONSER\/AF ION COMMISSION

JAMIBAILEY. CPG, Membér-
OWILLIAM. OLSO\J Membm |
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