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MR. EZEANYIM: We c a l l Case Number 14312. 

2 This i s the a p p l i c a t i o n of New Mexico O i l Conversation 

3 D i v i s i o n f o r a compliance order against O r b i t Petroleum, 

4 Inc. C a l l f o r appearances. 

5 MS. MACQUESTEN: Mr. Examiner, G a i l 

6 MacQuesten f o r the O i l Conversation D i v i s i o n . 

7 

8 

MR. EZEANYIM: Any other appearances? Do 

you have any witnesses? 

9 MS. MACQUESTEN: I have one witness, 

10 Daniel Sanchez. 

11 MR. EZEANYIM: W i l l the witness stand and 

12 s t a t e your name t o be sworn? 

13 MR. SANCHEZ: Daniel Sanchez. 

14 (The witness was sworn.) 

15 MS. MACQUESTEN: Mr. Examiner, i n t h i s 

16 case the O i l Conversation D i v i s i o n seeks a compliance 

17 order against O r b i t Petroleum, Inc., g i v i n g O r b i t a 

18 deadline t o e i t h e r p l u g i t s w e l l s or t r a n s f e r i t s w e l l s 

19 t o another operator and g i v i n g the O i l Conservation 

20 D i v i s i o n the a u t h o r i t y t o plug those w e l l s i f O r b i t f a i l s 

21 t o meet the dead l i n e . 

22 The a u t h o r i t y f o r such an order i s 70-2-14(B), 

23 which provides t h a t i f any of the requirements of the O i l 

24 and Gas Act or the OCD's r u l e s are not met, the OCD may, 

25 a f t e r n o t i c e of hearing, order any w e l l plugged and 
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1 f o r f e i t the f i n a n c i a l assurance. 

2 The OCD w i l l show t h a t O r b i t has v i o l a t e d 

3 three r u l e s : I t has f a i l e d t o f i l e t i m e l y p r o d u c t i o n 

4 r e p o r t s ; i t has not posted the r e q u i r e d f i n a n c i a l 

5 assurances; and i t has not complied w i t h the i n a c t i v e 

6 w e l l r u l e . 

7 O r b i t i s i n bankruptcy. I t used t o operate 

8 over 90 w e l l s . Now i t i s the operator of recor d f o r only 

9 e i g h t w e l l s , and those are the w e l l s t h a t we are d e a l i n g 

10 w i t h today. The r e s t of the w e l l s were t r a n s f e r r e d t o 

11 another operator. 

12 The w e l l s t h a t are l e f t are, apparently, the 

13 w e l l s no one wants, and they are being l e f t f o r the State 

14 t o plug. The only f i n a n c i a l assurances i n the form of 

15 two cash bonds, one f o r 50,000 and another f o r 40,000, 

16 we're not sure i f the State w i l l be able t o access those 

17 bonds because of the bankruptcy case. The State has 

18 already expended over $60,000 i n p l u g g i n g other O r b i t 

19 w e l l s . 

20 You should have an e x h i b i t packet i n f r o n t of 

21 you. The f i r s t i s the A f f i d a v i t of Notice. I t shows the 

22 n o t i c e of hearing t o O r b i t ' s r e g i s t e r e d agent. The 

23 second e x h i b i t i s the A f f i d a v i t of our f i n a n c i a l 

24 assurance a d m i n i s t r a t o r w i t h copies of the two cash 

25 bonds. I move f o r admission of E x h i b i t s 1 and 2 at t h i s 
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1 time . 

2 MR. EZEANYIM: E x h i b i t s 1 and 2 w i l l be 

3 admitted. 

4 Before you continue, t h e r e was a request t h a t 

5 the w r i t t e n testimony be accepted, and I want t o st r e s s 

6 t h a t the w r i t t e n testimony w i l l be accepted. Also, a l l 

7 the s u p p o r t i n g documentations are made p a r t of t h i s case 

8 w i t h emphasis added. So we don't need t o go through a l l 

9 the testimony, because I've read a l l the testimony on my 

10 own time, so t h a t has been accepted. 

11 I t h i n k your witness i s here t o summarize what 

12 i s already w r i t t e n down. 

13 ( E x h i b i t s 1 and 2 were admitted.) 

14 MS. MACQUESTEN: That's r i g h t . I would 

15 l i k e t o have him intr o d u c e the testimony and adopt i t 

16 under oath so t h a t i t can be p r o p e r l y admitted. And 

17 t h a t ' s E x h i b i t 3 i n your packet. 

18 MR. EZEANYIM: Okay. 

19 MS. MACQUESTEN: I ' d l i k e t o c a l l Daniel 

20 Sanchez . 

21 DANIEL SANCHEZ 

22 Having been f i r s t duly sworn, t e s t i f i e d as f o l l o w s : 

23 EXAMINATION 

24 BY MS. MACQUESTEN: 

25 Q. Would you please s t a t e your name f o r the 
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1 record? 

2 A. Daniel Sanchez. 

3 Q. And what i s your t i t l e ? 

4 A. I'm the Compliance and Enforcement Manager. 

5 Q. Do your d u t i e s i n c l u d e s u p e r v i s i n g enforcement 

6 and compliance a c t i o n s and s u p e r v i s i n g the d i s t r i c t 

7 o f f i c e s ? 

8 A. Yes, they do. 

9 Q. Have you researched the v i o l a t i o n s a l l e g e d i n 

10 t h i s compliance a c t i o n against O r b i t ? 

11 A. Yes, I have. 

12 Q. Could you please summarize the issues f o r us? 

13 A. There are t h r e e : One, i s f a i l u r e t o f i l e 

14 p r o d u c t i o n r e p o r t s . They've f i l e d no r e p o r t s since, I 

15 b e l i e v e , October of 2007. The second one i s they f a i l e d 

16 t o post the a d d i t i o n a l r e q u i r e d bonding on s i x of these 

17 w e l l s , and the t h i r d i s i n a c t i v e w e l l s . They've had 

18 t h e i r e i g h t w e l l s — or the e i g h t w e l l s on t h e i r l i s t a l l 

19 i n a c t i v e f o r more than two years at t h i s p o i n t . 

20 Q. Have you researched what the OCD has done t o 

21 t r y t o o b t a i n compliance from O r b i t on these issues? 

22 A. Yes, I have. The OCD has set a pl u g g i n g case, 

23 and out of t h a t p l u g g i n g case, two of the w e l l s on t h i s 

24 l i s t , e i g h t - w e l l l i s t , have already been plugged by the 

25 State at a cost of over $61,000. The OCD has entered 
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1 i n t o an agreed compliance order f o r i n a c t i v e w e l l s w i t h 

2 O r b i t , and they were unable t o meet the deadlines i n t h a t 

3 order. And at one p o i n t they t r i e d t o acquire a d d i t i o n a l 

4 w e l l s , which we denied t h a t request. 

5 Q. Are you aware of whether O r b i t i s i n 

6 bankruptcy? 

7 A. Yes, I am aware t h a t they are i n bankruptcy 

8 r i g h t now. 

9 Q. Have the p a r t i e s t o the bankruptcy case 

10 expressed any i n t e r e s t i n a c q u i r i n g the e i g h t w e l l s t h a t 

11 O r b i t s t i l l operates? 

12 A. No, they are not i n t e r e s t e d i n those w e l l s . 

13 Q. What are you asking f o r i n t h i s case? 

14 A. That O r b i t be ordered t o plug the remaining 

15 w e l l s , clean up the s i t e s by a c e r t a i n date, by — w i t h i n 

16 60 days of the issuance of t h i s order. I f t h a t doesn't 

17 occur, t h a t the State be allowed t o go ahead and plug 

18 those w e l l s . 

19 Q. Do you expect t h a t the State w i l l have t o p l u g 

20 them? 

21 A. Yes, I do. 

22 Q. Does your p r e f i l e d w r i t t e n testimony review 

23 the a l l e g a t i o n s i n the compliance h i s t o r y i n more d e t a i l ? 

24 A. Yes, i t does. 

25 Q. Do you agree w i t h e v e r y t h i n g i n your w r i t t e n 
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2 A. Yes . 

3 Q. Do you adopt i t today under oath? 

4 A. Yes, I do. 

5 Q. Let's j u s t b r i e f l y review the e x h i b i t s t h a t 

6 you reference i n t h a t testimony. What i s E x h i b i t 4? 

7 

8 

A. 

Petroleum. 

E x h i b i t 4 i s the c u r r e n t w e l l l i s t f o r O r b i t 

9 Q. And E x h i b i t 5? 

10 A. E x h i b i t 5 i s a l i s t i n g of C-115s, the l a s t 

11 time t h a t they were submitted by O r b i t , and t h a t was back 

12 i n October of 2007. 

13 Q. And what i s E x h i b i t 6? 

14 A. E x h i b i t 6 i s j u s t a Form C-104 showing t h a t 

15 they have been issued an Allowable and A u t h o r i z a t i o n t o 

16 Transport. 

17 Q • What's the relevance of th a t ? 

18 A. Just showing t h a t they are r e q u i r e d t o r e p o r t 

19 on those w e l l s . 

20 Q. Because they have an approved C-114? 

21 A. Yes . 

22 Q • What i s E x h i b i t 7? 

23 A. E x h i b i t 7 i s a copy of the bankruptcy 

24 proceeding 

25 Q • E x h i b i t 8? 
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1 A. This i s the i n a c t i v e w e l l a d d i t i o n a l f i n a n c i a l 

2 assurance r e p o r t f o r O r b i t , and i t ' s showing s i x w e l l s 

3 t h a t are s t i l l r e q u i r i n g a d d i t i o n a l f i n a n c i a l assurance. 

4 Q. E x h i b i t 9? 

5 A. E x h i b i t 9 i s an order from a previous order 

6 from the D i v i s i o n issued back i n December of 2004 

7 o r d e r i n g a $5, 000 p e n a l t y t o O r b i t and having them plug 

8 some w e l l s . 

9 Q. E x h i b i t 10? 

10 A. E x h i b i t 10 i s an i n v o i c e f o r the two w e l l s 

11 t h a t have already been plugged by the State. That's the 

12 the State BAs 1 and 2, and t h a t was f o r $61,238. 

13 Q. E x h i b i t 11? 

14 A. E x h i b i t 11 i s the agreed compliance order 

15 i n i t i a l l y entered i n t o w i t h O r b i t . They weren't able t o 

16 meet the terms of t h i s . We attempted t o enter i n t o 

17 another agreed compliance order w i t h them, but they took 

18 no i n t e r e s t i n t h a t . 

19 Q. E x h i b i t 12? 

20 A. E x h i b i t 12 i s the d e n i a l of a p p l i c a t i o n f o r a 

21 change of operator. That was when they were t r y i n g t o 

22 acquire a d d i t i o n a l w e l l s from T i p t o n O i l & Gas 

23 A c q u i s i t i o n s . 

2'4 Q. How many w e l l s d i d O r b i t operate at the time 

25 they were t r y i n g t o acquire the w e l l s from Tipton? 
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1 A. Ninety-two. 

2 Q. And how many w e l l s were out of compliance at 

3 t h a t time? 

4 A. F i f t y - o n e . 

5 Q. What's E x h i b i t 13? 

6 A. E x h i b i t 13 was the — or i s the change of 

7 operator from O r b i t Petroleum t o Ridgeway Arizona O i l 

8 Corporation. 

9 Q. I s t h a t the company t h a t acquired most of 

10 O r b i t ' s wells? 

11 A. A l l of the w e l l s , except f o r the e i g h t i n 

12 question today. 

13 Q. And E x h i b i t 14? 

14 A. E x h i b i t 14 i s an email t o Sonny Swazo, one of 

15 our a t t o r n e y s , one of the OCD a t t o r n e y s , from the company 

16 who i s i n t e r e s t e d i n some other w e l l s here but s t a t e d 

17 t h a t they are not i n t e r e s t e d i n a c q u i r i n g the e i g h t w e l l s 

18 i n question today. 

19 MS. MACQUESTEN: Thank you. I understand 

20 t h a t E x h i b i t s 3 through 14 have already been admitted? 

21 MR. EZEANYIM: Yes, they are admitted i n t o 

22 record. 

23 ( E x h i b i t s 3 through 14 were admitted.) 

24 MS. MACQUESTEN: Then t h i s concludes the 

25 OCD's case. 
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1 MR. EZEANYIM: Go t o E x h i b i t 9. Did they 

2 p l u g any of those w e l l s pursuant t o t h a t order? 

3 THE WITNESS: There were, I b e l i e v e , two 

4 w e l l s t h a t were plugged. 

5 MR. EZEANYIM: Which ones were plugged? 

6 THE WITNESS: The State BA #001 and the 

7 State BA #002. 

8 MR. EZEANYIM: Those were plugged? 

9 THE WITNESS: Those were plugged. 

10 MR. BROOKS: Were plugged by the State? 

11 MR. EZEANYIM: Not by Or b i t ? 

12 THE WITNESS: Not by O r b i t , no. 

13 MR. EZEANYIM: So, obviously, they d i d n ' t 

14 do anyth i n g pursuant t o t h a t order? 

15 THE WITNESS: No. 

16 MR. EZEANYIM: Do you have any questions? 

17 MR. BROOKS: No questions. 

18 MR. EZEANYIM: At t h i s p o i n t Case 14312 

19 w i l l be taken under advisement. 

20 * * * 

21 

22 

I 49 hereby certify in at the foregoing Is 
23 « complete record of the proceedings, in * 

tiia-E^miner heart napf Cas* N o . V T L S * ) 

O i l Conservation Dfvjsion 
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1 REPORTER'S CERTIFICATE j 

2 | 

3 j 

4 I , JACQUELINE R. LUJAN, New Mexico CCR #91, DO j 

5 HEREBY CERTIFY t h a t on May 14, 2009, proceedings i n the 

6 above captioned case were taken before me and t h a t I d i d 

7 r e p o r t i n stenographic shorthand the proceedings set 

8 f o r t h h e r e i n , and the f o r e g o i n g pages are a t r u e and 

9 c o r r e c t t r a n s c r i p t i o n t o the best of my a b i l i t y . 

10 I FURTHER CERTIFY t h a t I am n e i t h e r employed by 

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

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 the f i n a l d i s p o s i t i o n of t h i s case i n any 

14 c o u r t . 

15 WITNESS MY HAND this 22nd day of May, 2009. \ 

16 

17 I 

18 
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