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1 HEARING EXAMINER: We'll go ahead and begin w i t h 

2 our f i r s t case. That's Case No. 14380, the Amended 

3 A p p l i c a t i o n of New Mexico O i l Conservation D i v i s i o n f o r 

4 the Compliance Order against Platinum E x p l o r a t i o n , Inc. 

5 and/or Devonian Partners, LLC. C a l l f o r appearances. 

6 MacQUESTEN: G a i l MacQuesten, representing the 

7 O i l Conservation D i v i s i o n . 

8 HEARING EXAMINER: Any other appearances? 

9 Ms. MacQuesten, would you l i k e t o make an opening 

10 statement, or c a l l your f i r s t witness? 

11 MS. MacQUESTEN: I'd l i k e t o c a l l my f i r s t 

12 witness. 

13 DANIEL SANCHEZ, 

14 the witness herein, a f t e r f i r s t being duly sworn 

15 upon h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

16 DIRECT EXAMINATION 

17 BY MS. MacQUESTEN: 

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

19 A. Daniel Sanchez. 

20 Q. What i s your t i t l e ? 

21 A. Compliance and Enforcement Manager. 

22 Q. And where do you work? 

23 A. For the O i l Conservation D i v i s i o n i n Santa Fe. 

24 Q. Do your duties include supervising the 

25 enforcement and compliance actions of the OCD and 
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1 s upervising the d i s t r i c t o f f i c e s ? 

2 A. Yes, they do. 

3 Q. Have you researched the v i o l a t i o n s a l leged i n 

4 t h i s compliance a c t i o n against Platinum E x p l o r a t i o n , Inc. 

5 and Devonian Partners, LLC? 

6 A. Yes, I have. 

7 Q. Could you s t a r t by e x p l a i n i n g the h i s t o r y of the 

8 i n v e s t i g a t i o n i n t h i s case, how d i d the matter f i r s t come 

9 t o the a t t e n t i o n of the Legal Bureau? 

10 A. E a r l i e r t h i s summer, a landowner sent i n a 

11 complaint t o the d i s t r i c t o f f i c e about f o u r w e l l s and a 

12 tank b a t t e r y on h i s property t h a t r e q u i r e d some care. 

13 They were the Post No. 1, Post No. 2, Post 

14 No. 3, and B a r n h i l l No. 1 w e l l s , and the tank b a t t e r y t h a t 

15 the fo u r of those w e l l s are associated w i t h . 

16 There were some environmental issues t h a t they 

17 were very concerned about. They had l o s t some c a t t l e 

18 e a r l i e r t h a t year and they were concerned about those 

19 w e l l s being o p e r a t i o n a l . 

20 They contacted the d i s t r i c t o f f i c e i n Hobbs. 

21 The d i s t r i c t o f f i c e sent one of our inspectors out there, 

22 Max Brown, who d i d a p r e l i m i n a r y i n s p e c t i o n on the s i t e s . 

23 He issued some l e t t e r s of v i o l a t i o n t o Platinum t r y i n g t o 

24 get them t o do some of the cleanup. 

25 He also noticed some w e l l sign issues out there 
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1 and he contacted Platinum t o t r y t o get them t o get out 

2 there and take care of some of the contamination t h a t was 

3 on s i t e . 

4 Q. I f you could t u r n t o what's been marked as 

5 E x h i b i t 17? 

6 A. Okay. 

7 Q. I s t h i s an a e r i a l photo of the area where those 

8 w e l l s are located? 

9 A. Yes, i t i s . As you can see, Mr. Brown went 

10 ahead and shows on t h i s map the l o c a t i o n of the tank 

11 b a t t e r y , the three Post w e l l s , and the B a r n h i l l w e l l . 

12 And as you can see r i g h t i n the center there, 

13 three of those w e l l s are located i n an area t h a t ' s being 

14 i r r i g a t e d r i g h t now by the landowner. And he also 

15 i n d i c a t e s t h a t depth t o groundwater t o be between 85 and 

16 99 f e e t i n t h a t area. 

17 Q. I f you could t u r n t o E x h i b i t s 15 and 16, are 

18 these the photographs t h a t were taken by the inspector 

19 t h i s summer? 

2 0 A. Yes, they are. 

21 Q. Have you seen the c o l o r versions of these 

22 pict u r e s ? 

23 A. Yes, I have. 

24 Q. And what do they look l i k e ? 

25 A. Much worse than these p i c t u r e s . I t ' s hard t o 
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t e l l , but on some of these p i c t u r e s i t looks l i k e there i s 

2 pooled water, but i t ' s a c t u a l l y pooled o i l or a mixture of 

3 water and o i l on these s i t e s . Some of the p i c t u r e s where 

4 he i s showing grassy areas or d r i e d areas, the black and 

5 white photos r e a l l y don't show the extent of the 

6 contamination on those p i c t u r e s . But there i s q u i t e a b i t 

7 

8 

of contamination on those s i t e s . And these are the Post 3 

w e l l s i t e , and there's some p i c t u r e s here of the tank 

9 b a t t e r y . 

10 Q. Have you checked w i t h the inspector t o see i f 

11 these s i t e s have been cleaned up since h i s inspections? 

12 A. Yes, I have, and nothing has been done t o date. 

13 Q. You mentioned Platinum as the operator of these 

14 w e l l s . Who i s the operator of record according t o OCD 

15 records? 

16 A. Platinum E x p l o r a t i o n . 

17 Q. To prepare the case on the environmental issues, 

18 d i d the OCD look t o see whether the r e s t of Platinum's 

19 w e l l s were i n compliance? 

20 A. Yes, we d i d . 

21 Q. And what d i d OCD find? 

22 A. We found out t h a t nine out of the ten w e l l s 

23 under Platinum are i n v i o l a t i o n of the I n a c t i v e Well Rule. 

24 They've been i n a c t i v e f o r more than 15 months. They're 

25 not plugged and abandoned or p r o p e r l y TA'ed. Only the 

' I J J j ' U " J.'A'.'.'." L !J • i i i j i i i j i i . j . j . i i III n i l JiiLi-i.iy'1-i-m-i.-iiiiiii.... Ml M i l l .1 1 1. m m ...... II II. II I 1... I I - - - . 
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1 Post No. 1 w e l l has been p r o p e r l y TA'ed at t h i s p o i n t . 

2 A l l ten of t h e i r w e l l s are i n v i o l a t i o n of the 

3 F i n a n c i a l Assurance Rule. They're a l l s t a t e or fee w e l l s , 

4 and they've a l l been i n a c t i v e f o r more than two years, 

5 i n c l u d i n g the w e l l s on TA s t a t u s . 

6 And there are some w e l l issues here -- w e l l sign 

7 issues t h a t they're also i n v i o l a t i o n o f. 

8 Q. So the compliance a c t i o n addresses the 

9 environmental issues you described, the i n a c t i v e w e l l s , 

10 the f i n a n c i a l assurance issues, and the w e l l sign issues? 

11 A. Yes, i t does. 

12 Q. The OCD amended i t s o r i g i n a l a p p l i c a t i o n t o add • 

13 another p a r t y , Devonian Partners, LLC. Why d i d i t do 

14 that? 

15 A. Based on the l e t t e r t h a t we received, the 

16 complaint from the landowner, they have been dealing w i t h 

17 Devonian Partners w i t h -- w e l l , since back i n January of 

18 2009 . 

19 The complaint and the follow-up l e t t e r s or 

20 e-mails t h a t we received from the owner, which are 

21 E x h i b i t s 19 through 22, I be l i e v e , i n d i c a t e t h a t Devonian 

22 had taken over the o b l i g a t i o n on t h a t lease from Platinum. 

23 And as you can see by E x h i b i t No. 21, they seem 

24 t o have taken over t h a t r e s p o n s i b i l i t y since at l e a s t 

25 January of 2009. Could have been even e a r l i e r than t h a t . 
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1 And at t h a t p o i n t , they discussed cleanup of the 

2 s i t e s on those leases, the Post and B a r n h i l l lease, and 

3 also, payment f o r the loss of the landowner's cows. 

4 Q. So, Devonian Partners, LLC has been working w i t h 

5 the surface owner since at l e a s t January? 

6 A. At l e a s t January. 

7 Q. And claiming t h a t they have the i n t e r e s t i n the 

8 w e l l s r a t h e r than Platinum? 

9 A. That's c o r r e c t . 

10 Q. And they promised the landowner t h a t they would 

11 clean up the environmental issues? 

12 A. They promised t h a t i n the l e t t e r back i n 

13 January, and as of today, nothing has been done on those 

14 p r o p e r t i e s . 

15 Q. Now, you said Platinum i s the operator of 

16 record; Devonian i s not? 

17 A. No, Devonian i s not even an operator i n the 

18 s t a t e of New Mexico at t h i s time. 

19 Q. So what i s the basis f o r l i s t i n g them as a p a r t y 

20 i n t h i s action? 

21 A. They are the current holder of those two leases, 

22 the Post and the B a r n h i l l , and p a r t of the d e f i n i t i o n of 

23 an operator i s the holder of a lease. 

24 Q. And they have not arranged w i t h any other 

25 operator t o become operator of record f o r them; i s t h a t 
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1 r i g h t ? 

2 A. No, they have not. 

3 Q. What i s the OCD asking f o r i n t h i s case? 

4 A. What we're asking f o r i s an order t h a t w i l l have 

5 Platinum and/or Devonian b r i n g these ten w e l l s back i n t o 

6 compliance however they see f i t . 

7 Also, t o address the f i n a n c i a l assurance issue, 

8 the w e l l sign issue, and the environmental issues by some 

9 date c e r t a i n . I'm l o o k i n g at probably about s i x months 

10 out, maybe, t o get t h i s done. And i f Platinum and/or 

11 Devonian f a i l s t o do so, t o allow the OCD t o go i n and 

12 plug these w e l l s . 

13 Q. When you say Platinum or Devonian, which w e l l s 

14 would you want the owner t o hold Devonian responsible for? 

15 A. For the three Post w e l l s and the B a r n h i l l w e l l , 

16 as w e l l as the tank b a t t e r y w i t h regard t o the 

17 environmental cleanup. 

18 Q. I f an order i s issued t e l l i n g Platinum and/or 

19 Devonian t o b r i n g the we l l s i n t o compliance, can those 

20 w e l l s s t i l l be t r a n s f e r r e d t o another operator? 

21 A. Yes, they can. 

22 Q. I f there i s an order r e q u i r i n g Platinum and/or 

23 Devonian t o b r i n g the we l l s back i n t o compliance, would 1 

24 the OCD be able t o r e q u i r e any new operator t o enter i n t o 

25 the compliance order before they approve t h a t t r a n s f e r ? 

_ . . i 
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1 A. Yes, we would, as long as there was an order i n 

2 place. 

3 Q. Okay. What s o r t of terms does the OCD normally 

4 ask of a new operator i n t h a t s o r t of s i t u a t i o n ? 

5 A. For one, of course we ask t h a t the w e l l s i n 

6 question be brought i n t o compliance, whether they're 

7 plugged and abandoned, put on t e m p o r a r i l y approved 

8 abandoned s t a t u s , or put back i n t o production or 

9 i n j e c t i o n . 

10 We would r e q u i r e t h a t the f i n a n c i a l assurance be 

11 placed i n the form of e i t h e r a cash bond or a l e t t e r of 

12 c r e d i t . This would allow the OCD t o go ahead and -- w e l l , 

13 we would ask t h a t the OCD be allowed t o go ahead and plug 

14 those w e l l s i f they d i d n ' t meet a deadline set w i t h i n t h a t 

15 agreement t o b r i n g them i n t o compliance. 

16 We would also ask t h a t they take care of any 

17 other issues, i n c l u d i n g the w e l l signs and environmental 

18 issues t h a t were p a r t of those leases. 

19 Q. So e s s e n t i a l l y , we would ask them t o r e t u r n the 

20 w e l l s t o compliance or allow the OCD t o plug the we l l s and 

21 f o r f e i t the f i n a n c i a l assurance without a hearing? 

22 A. That's r i g h t . 

23 Q. And i s t h a t the reason t h a t we would request the 

24 f i n a n c i a l assurance i n the form of cash or a l e t t e r of 

25 c r e d i t ? 
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1 A. Yes. 

2 Q. So there would be no surety t o r e q u i r e n o t i c e 

3 and hearing for? 

4 A. That's r i g h t . 

5 Q. Has the OCD ever had t o go t o hearing m u l t i p l e 

6 times on the same w e l l s because of operator changes? 

7 A. Yes. A couple of operators come t o mind. O r b i t 

8 Petroleum and C&D Management r e c e n t l y where we've had t o 

9 do t h a t . 

10 Q. So g e t t i n g an order and then r e q u i r i n g any new 

11 operator t o enter i n t o a s i m i l a r order would prevent the 

12 OCD from having t o go t o hearing m u l t i p l e times on the 

13 same w e l l s f o r the same issues? 

14 A. Yes, i t would. 

15 Q. I f we don't have a compliance order i n place, 

16 could we force a new operator t o enter i n t o such an order? 

17 A. No, we couldn't force them t o , but we could s i t 

18 down w i t h them t o t r y t o work w i t h them t o do so. But no, 

19 we couldn't force them t o . 

2 0 Q. Have any other operators expressed i n t e r e s t i n 

21 becoming the operator of Platinum's wells? 

22 A. Yes. A c t u a l l y , one of the we l l s r i g h t now, the 

23 Warren State No. 1, has been t r a n s f e r r e d , or i s i n the 

24 process of being t r a n s f e r r e d t o BC Operating. 

25 BC Operating has been operating t h i s w e l l 
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1 i l l e g a l l y f o r a few months already. What's required at 

2 t h i s p o i n t i s the a d d i t i o n a l f i n a n c i a l assurance before 

3 t h a t change of operator can go i n t o e f f e c t . So we're 

4 w a i t i n g on t h a t . They have been contacted and they're 

5 working on t h a t at t h i s time. 

6 We've had an i n q u i r y from GP Two i n t o a couple 

7 of the w e l l s . Some i n f o r m a t i o n was given t o them on the 

8 w e l l s and we never heard from them again a f t e r t h a t . 

9 And then f i n a l l y , Moss Operating i s working w i t h 

10 Devonian Partners t o p o s s i b l y acquire seven of the w e l l s , 

11 i n c l u d i n g the Post and the B a r n h i l l w e l l s . We've been 

12 working w i t h them on t h a t r i g h t now. 

13 Q. So Devonian has not expressed an i n t e r e s t i n 

14 becoming the operator of record f o r the w e l l s ; i s t h a t 

15 r i g h t ? 

16 A. That i s r i g h t . 

17 Q. But they would l i k e t o have Moss be the operator 

18 of record f o r them as leaseholder? 

19 A. Yes. 

20 Q. You said you were t a l k i n g t o both Moss and 

21 Devonian; what i s the status of those t a l k s ? 

22 A. They are going t o be coming i n t o meet w i t h me 

23 l a t e r on t h i s month. We've discussed e n t e r i n g i n t o an 

24 agreement l i k e we t a l k e d about e a r l i e r w i t h the conditions 

25 of the environmental cleanup, the a d d i t i o n a l f i n a n c i a l 

PAUL BACA PROFESSIONAL COURT REPORTERS 
46ad8fd2-85a9-4ce4-a5b4-614340fc6f81 



Page 13 

1 assurance, the con d i t i o n s a l l o w i n g the OCD t o go ahead and 

2 plug the w e l l s i f they d i d n ' t meet the deadlines. They 

3 are coming i n t o l e a r n how t o be an operator. 

4 Apparently, they've been doing t h i s without the 

5 proper approvals p r i o r t o t h i s , and we r e a l l y d i d n ' t f i n d 

6 out about i t u n t i l t h i s case came t o l i g h t , which Devonian 

7 was brought i n t o t h i s at t h a t time. That's when we found 

8 out they were a c t u a l l y a c t i n g as the leaseholder on these 

9 when the complaint came i n . 

10 Q. You had r e f e r r e d t o E x h i b i t 21, the l e t t e r from 

11 Devonian Partners t o the surface owner saying t h a t 

12 Devonian was now responsible f o r the w e l l s . That was 

13 dated back i n January of t h i s year? 

14 A. January 26th. 

15 Q. And yet , you're saying the OCD di d n ' t hear from 

16 Devonian u n t i l a f t e r we f i l e d the a c t i o n i n t h i s case? 

17 A. That's r i g h t . 

18 Q. Was the OCD informed t h a t BC Operating was 

19 a c t u a l l y operating the Warren State w e l l u n t i l a f t e r 

20 f i l i n g t h i s case? 

21 A. That's r i g h t , not u n t i l a f t e r we f i l e d the case. 

22 Q. Has the OCD had issues w i t h operators operating 

23 w e l l s without becoming the operator of record? 

24 A. Yes, we have, several. 

25 Q. Did you submit p r e f i l e d w r i t t e n testimony i n 
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1 t h i s case? 

2 A. Yes, I d i d . 

3 Q. I s t h a t testimony what has been marked as OCD 

4 E x h i b i t No. 1? 

5 A. Yes. 

6 Q. And does t h a t testimony go i n t o these v i o l a t i o n s 

7 i n more d e t a i l ? 

8 A. Yes, i t does. 

9 Q. Did you make changes t o t h a t testimony a f t e r 

10 sub m i t t i n g a prehearing statement? 

11 A. Yes, I made a few changes. 

12 Q. And what are those changes? 

13 A. On Page 4 of t h a t testimony, Line 99, i t reads, 

14 "The remaining f i v e Platinum w e l l s . " I t should read, "The 

15 remaining four Platinum w e l l s . " On Line 109, same t h i n g . 

16 "These f i v e w e l l s " should read "These four w e l l s . " 

17 And the Post No. 1 was l i s t e d as E x h i b i t 6, I 

18 be l i e v e . That should have been taken out since i t was 

19 a c t u a l l y i n compliance. And the Rose Eaves No. 2 should 

2 0 be shown as E x h i b i t No. 6, the Smith No. 1 as E x h i b i t 7. 

21 Q. So a l l of those e r r o r s r e l a t e t o the f a c t t h a t 

22 the Post No. 1 was showing i n your testimony as being out 

23 of compliance, when i n f a c t , i t was i n temporary 

24 abandonment status? 

25 A. Yes. 
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1 Q. So i t wasn't out of compliance w i t h the I n a c t i v e 

2 Well Rule? 

3 A. No, i t wasn't. 

4 Q. So you're r e t r a c t i n g your testimony t o i n d i c a t e 

5 t h a t one w e l l i s i n compliance w i t h the I n a c t i v e Well 

6 Rule? 

7 A. Yes. 

8 Q. Have you reviewed your revised testimony and are 

9 you prepared t o say t h a t i t i s accurate? 

10 A. With these changes, yes, i t i s accurate. 

11 Q. Do you adopt t h a t testimony today under oath? 

12 A. Yes, I do. 

13 Q. I ' d l i k e t o review the e x h i b i t s you reference i n 

14 t h a t testimony. I s E x h i b i t No. 2 the w e l l l i s t showing 

15 the ten w e l l s at issue? 

16 A. Yes, i t i s . 

17 Q. Are E x h i b i t s 3 through 7 the documents from the 

18 w e l l f i l e s of w e l l s t h a t never showed production t o show 

19 those w e l l s were reentered and then l e f t i d l e f o r more 

20 than two years? 

21 A. Yes, they are. 

22 Q. Are E x h i b i t s 8 through 10 the w e l l i n s p e c t i o n 

23 h i s t o r i e s f o r the three Post w e l l s described i n the 

24 environmental issues? 

25 A. Yes, they are. 
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1 Q. Are E x h i b i t s 11 through 14 the l e t t e r s of 

2 v i o l a t i o n t o Platinum on the environmental issues and the 

3 w e l l sign issues? 

4 A. Yes. 

5 Q. Are E x h i b i t s 15 and 16 the photos of the Post 

6 lease taken by the inspector t h i s summer? 

7 A. Yes. 

8 Q. I s E x h i b i t 17 the a e r i a l photo of the Post and 

9 B a r n h i l l wells? 

10 A. Yes, i t i s . 

11 Q. I s E x h i b i t 18 the w r i t t e n complaint from the 

12 surface owner? 

13 A. Yes. 

14 Q. And are E x h i b i t s 19 through 22 the 

15 correspondence between the surface owner and Devonian? 

16 A. Yes, they are. 

17 MS. MacQUESTEN: At t h i s time, I'd move f o r the 

18 admission of E x h i b i t s 1 through 22. 

19 HEARING EXAMINER: E x h i b i t s 1 through 22 are 

20 admitted. 

21 MS. MacQUESTEN: I would also move f o r the 

22 admission of E x h i b i t 23. That i s the a f f i d a v i t of Dorothy 

23 P h i l l i p s , our Fi n a n c i a l Assurance Admi n i s t r a t o r , showing 

24 t h a t Platinum has a $50,000 l e t t e r of c r e d i t but no s i n g l e 

25 w e l l f i n a n c i a l assurances. 
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1 I would also move f o r the admission of E x h i b i t 

2 24, which i s my A f f i d a v i t of Notice and P u b l i c a t i o n f o r 

3 the hearing showing n o t i c e t o Platinum and Devonian and 

4 p u b l i c a t i o n i n the rel e v a n t newspapers. 

5 HEARING EXAMINER: E x h i b i t s 23 and 24 are 

6 admitted. Makes me wonder about E x h i b i t 22. 

7 MS. MacQUESTEN: Which i s 22? 

8 HEARING EXAMINER: The one t h a t we di d n ' t admit. 

9 MR. BROOKS: I thought you d i d say 1 through 22. 

10 HEARING EXAMINER: I thought I said 1 through 

11 21. We do want E x h i b i t 22 i n there? 

12 MS. MacQUESTEN: We do. E x h i b i t 22 i s the l a s t 

13 piece of correspondence between the surface owner and 

14 Devonian. 

15 HEARING EXAMINER: Okay. So we're a d m i t t i n g 

16 E x h i b i t s 1 through 24. 

17 MS. MacQUESTEN: Yes. I have no other questions 

18 of Mr. Sanchez at t h i s time. 

19 HEARING EXAMINER: I don't suppose there w i l l be 

20 any cross-examination. These are d i f f i c u l t when these 

21 operators or want-to-be-operators or we t h i n k operators 

22 won't show up. Mr. Brooks, any questions? 

23 MR. BROOKS: No questions. Thank you. 

24 HEARING EXAMINER: I was a f r a i d you'd say t h a t . 

25 I have a few, Mr. Sanchez. You say t h a t the operator took 
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1 the p i c t u r e s t h a t we were lo o k i n g at there on your 

2 e x h i b i t s ? 

3 THE WITNESS: No, our inspector. 

4 HEARING EXAMINER: Or your inspector, excuse me. 

5 The inspector. And he took them e a r l y t h i s summer? 

6 THE WITNESS: I n June and August. 

7 HEARING EXAMINER: But nothing has been done on 

8 those wells? 

9 THE WITNESS: No. As a matter of f a c t , I spoke 

10 w i t h Mr. Brown t h i s morning j u s t t o v e r i f y t h a t i s the 

11 case. 

12 HEARING EXAMINER: Nothing has been done f o r 

13 q u i t e some time on those wells? 

14 THE WITNESS: That's r i g h t . 

15 HEARING EXAMINER: T e l l me about those w e l l s . 

16 There 1s nine or ten of them? 

17 THE WITNESS: There are ten w e l l s . 

18 HEARING EXAMINER: Ten w e l l s . And were they 

19 once producers, or are they i n j e c t o r s , or are they j u s t 

20 abandoned w e l l s t h a t are s i t t i n g there? Were they 

21 o r i g i n a l l y o i l w e l l s , I'm assuming? 

22 THE WITNESS: They were once producers. Two of 

23 them have been turned i n t o i n j e c t o r s -- or they're t r y i n g 

24 t o get them turned i n t o i n j e c t o r s . 

25 HEARING EXAMINER: And we thought t h a t Platinum 
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1 was the operator -- or Platinum i s the operator on record? 

2 THE WITNESS: Yes, Platinum i s the operator of 

3 record. 

4 HEARING EXAMINER: And then t h i s company 

5 Devonian comes i n and they s t a r t operating? 

6 THE WITNESS: They took four w e l l s and a tank 

7 b a t t e r y . 

8 HEARING EXAMINER: Now, why do you suppose they 

9 picked those f o u r w e l l s , what i s i t they're doing w i t h 

10 those f o u r w e l l s , are they i n j e c t i n g or producing? 

11 THE WITNESS: Right now they're not doing 

12 anything w i t h those four, they do have plans from the 

13 discussions I've had w i t h them t o get them a l l operating. 

14 One of them w i l l be an i n j e c t i o n w e l l . They in t e n d t o 

15 come i n and submit the proper paperwork f o r the permit and 

16 get i t going as an i n j e c t i o n w e l l . 

17 HEARING EXAMINER: So i s i t your b e l i e f t h a t 

18 some of these w e l l s have some production c a p a b i l i t y ? 

19 THE WITNESS: Yes. 

2 0 HEARING EXAMINER: How many of those w e l l s , 

21 would you say? 

22 THE WITNESS: Probably a l l ten of them do, but 

23 as of today, w i t h the various operators, only two of those 

24 w e l l s are not at a p o i n t where they're being claimed, I 

25 guess, other than by Platinum -- or they would l i k e t o be 
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1 claimed. 

2 HEARING EXAMINER: You say you've t a l k e d w i t h 

3 Devonian. So we know a few people, or we know the people 

4 i n the Devonian organization? 

5 THE WITNESS: Mr. Brian Mahoney, who I've been 

6 speaking w i t h , i s the lead f o r the company on the 

7 a c q u i s i t i o n of these w e l l s . 

8 HEARING EXAMINER: And then the Platinum f o l k s , 

9 do we know anyone i n the Platinum organization? 

10 THE WITNESS: I spoke w i t h Mr. Hal Rathmusen 

11 e a r l i e r t h i s week, and he i n d i c a t e d t o me t h a t Platinum i s 

12 broke. They do not have the means t o do any of the work 

13 on any of these w e l l s and t h a t ' s why they're t r y i n g t o 

14 move them o f f . 

15 HEARING EXAMINER: I sure wish we could help 

16 them do t h a t . I t ' s hard f o r me t o bel i e v e t h a t by w r i t i n g 

17 an order t e l l i n g them t o b r i n g the we l l s back i n t o 

18 compliance, or t o plug them, or whatever we w r i t e t h a t 

19 order t o say, t h a t they are going t o do anything i f they 

20 wouldn't even bother t o show up here f o r a hearing. 

21 THE WITNESS: What we're hoping f o r i s t h a t w i t h 

22 t h a t order, i t would a c t u a l l y allow us t o work w i t h t h i s 

23 other company, p o s s i b l y BC Operating, t o get those w e l l s 

24 t r a n s f e r r e d . 

25 But i t does p r o t e c t us from having t o come back 
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1 and go t o hearing again on the same issues again. And i f 

2 everything were t o f a l l through and the compliance wasn't 

3 met, we could s t i l l go i n there and plug the w e l l s . 

4 HEARING EXAMINER: What would you t h i n k t h a t 

5 plugging ten wells --We never t a l k e d about w e l l depth, 

6 but are these f a i r l y shallow wells? 

7 THE WITNESS: I don't remember. 

8 HEARING EXAMINER: Okay, but would you have a 

9 b a l l p a r k f i g u r e ? What do you t h i n k i t would cost the 

10 State t o plug those wells? 

11 A. Probably somewhere between $350,000 t o $450,000. 

12 HEARING EXAMINER: We'll t r y t o keep t h a t from 

13 the governor before Saturday here. Okay. Well, I ' l l read 

14 through your testimony. Are we requesting an expedited 

15 order? 

16 MS. MacQUESTEN: Yes, we are, s i r , so t h a t we 

17 can r e q u i r e these i n t e r e s t e d p a r t i e s t o sign agreed 

18 compliance orders when they become operator of record of 

19 the w e l l s . 

2 0 HEARING EXAMINER: Okay. Could you provide me 

21 an order d r a f t t o help expedite that? 

22 MS. MacQUESTEN: I can. 

23 HEARING EXAMINER: Thank you. I appreciate 

24 t h a t . 

25 MS. MacQUESTEN: I f I could ask j u s t a few 
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1 questions of Mr. Sanchez about the p o i n t s t h a t you raised? 

2 HEARING EXAMINER: Please. 

3 Q. Before we f i l e d t h i s a c t i o n , the o r i g i n a l a c t i o n 

4 which named only Platinum, d i d the OCD know t h a t Devonian 

5 Partners was t a k i n g a c t i o n on these wells? 

6 A. No, we d i d not. 

7 Q. We d i d n ' t know they claimed any i n t e r e s t i n the 

8 w e l l s at a l l ? 

9 A. Not t h a t I'm aware of, no. 

10 Q. A l l we knew was t h a t Platinum was the operator 

11 of record and Platinum had not responded t o telephone 

12 c a l l s or l e t t e r s of v i o l a t i o n regarding the environmental 

13 issues i n the wells? 

14 A. That's c o r r e c t . 

15 Q. The l e t t e r t h a t you discussed from Mr. Mahoney 

16 of Devonian t o the surface owner was dated i n January of 

17 t h i s year you said? 

18 A. January 26, 2009. 

19 Q. And so Devonian Partners has been claiming the 

20 i n t e r e s t i n these w e l l s since at l e a s t t h a t time? 

21 A. Yes. 

22 Q. And promising the surface owner t h a t they would 

23 take a c t i o n on environmental issue? 

24 A. Yes. 

25 Q. And ye t Devonian never came fo rward t o become 
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1 o p e r a t o r o f r e c o r d o f these w e l l s ? 

2 A. No, t h e y d i d n o t . 

3 Q. I f t h e y came f o r w a r d t o become o p e r a t o r o f 

4 r e c o r d , would t h e y have had t o po s t s i n g l e w e l l f i n a n c i a l 

5 assurances f o r these w e l l s ? 

6 A. Yes, t h e y would. 

7 Q. And becoming o p e r a t o r o f r e c o r d , i t would be 

8 obvious t h a t t h e y would be t h e f i r s t person t h e OCD would 

9 l o o k t o f o r e n v i r o n m e n t a l cleanup and compliance; i s t h a t 

10 r i g h t ? 

11 A. Yes. 

12 Q. So u n t i l we f i l e d t h i s a c t i o n , was t h e r e any 

13 i n c e n t i v e f o r them t o ta k e on t h a t r e s p o n s i b i l i t y ? 

14 A. None t h a t I'm aware o f , no. 

15 Q. And i f we had not f i l e d t h i s a c t i o n , we wouldn't 

16 even know about Devonian, would we? 

17 A. No. 

18 Q. We wouldn't know about BC O p e r a t i n g t h a t 

19 a p p a r e n t l y has been o p e r a t i n g t h e Warren S t a t e w e l l ? 

2 0 A. No, we would n o t . 

21 Q. And they've had no i n c e n t i v e t o come f o r w a r d and 

22 p o s t a bond f o r t h a t w e l l ? 

23 A. No. 

24 Q. By ope ra t ing under the radar , they d o n ' t have t o 

2 5 do t h a t , do they? 
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No, they don't. 

2 Q- They're j u s t a c t i n g i n v i o l a t i o n ? 

3 A. Yes. 

4 Q. And there's no downside t o t h a t , i s there? 

5 A. Not t o the operator. 

6 Q- Is there a downside f o r the OCD i f we don't know 

7 who i s operating those wells? 

8 A. Yes, there i s . 

9 Q. Do we have f i n a n c i a l assurances f o r the wells? 

10 A. No, we don't. 

11 Q- Do we know who t o contact i f there i s an 

12 emergency? 

13 A. No. 

14 Q. Do we know who t o contact t o get environmental 

15 cleanup 

16 A. No. 

17 Q. You t e s t i f i e d e a r l i e r t h a t you wanted t h i s order 

18 so t h a t we could force these companies t o step forward, 

19 become operator of record, and assume r e s p o n s i b i l i t y f o r 

20 these w e l l s ; i s t h a t r i g h t ? 

21 A. Yes . 

22 Q. So the p o i n t r e a l l y i s n ' t t o have the State plug * 

23 these wells? 

24 A. No, i t ' s not. j 

25 Q. And your hope i s t h a t companies w i l l come j 
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take on the r e s p o n s i b i l i t y and deal w i t h the 

2 w e l l s ; i s t h a t r i g h t ? 

3 A. Yes . 

4 Q. And i t ' s possible there w i l l be some w e l l s l e f t 

5 over? 

6 A. There's a p o s s i b i l i t y t h a t there might be two 

7 we l l s l e f t over, yes. 

8 Q- No one has stepped forward t o claim any i n t e r e s t 

9 i n those wells? 

10 A. No. 

11 Q. And you t e s t i f i e d Platinum i s not w i l l i n g or 

12 able t o deal w i t h the problem? 

13 A. Platinum claims t h a t they are unable t o 

14 f i n a n c i a l l y , yes. 

15 Q. And are the w e l l s t h a t may be l e f t over ones 

16 t h a t Devonian i s responsible f o r , or are they Platinum 

17 wells? 

18 A. They're Platinum w e l l s and Devonian has no 

19 i n t e r e s t i n those two w e l l s . 

20 Q • So e s s e n t i a l l y , we need an order t e l l i n g 

21 Platinum t o do i t or the State w i l l do i t ? 

22 A. Yes . 

23 Q. That's a l l I have. 

24 HEARING EXAMINER: Thank you f o r p o i n t i n g t h a t 

25 out, Ms. MacQuesten. I appreciate t h a t except f o r the 
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1 p a r t about a l l the t h i n g s t h a t we don't know t h a t are 

2 going on out there. That's a b i t scary. 

4 Mr. Examiner, the p o i n t i s , we have no way of f l u s h i n g 

5 these f o l k s out except t o b r i n g hearings. I f we b r i n g 

6 hearings t o plug w e l l s and they have an i n t e r e s t i n the 

7 w e l l , then they need t o step forward. But u n t i l we do 

8 t h a t , there i s no i n c e n t i v e f o r them t o come i n t o 

9 compliance, i t ' s much easier f o r them t o operate under the 

10 radar. 

11 HEARING EXAMINER: Right, and t h e r e i n l i e s the 

12 catch. Okay. I f there i s nothing else, then w e ' l l take 

13 Case 14380 under advisement. And w e ' l l go ahead and take 

14 a break. So we can go o f f the record. 

15 (Whereupon, the proceedings concluded.) 

3 MS. MacQUESTEN: Well, i f I could say, 
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