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1 (Time noted 8:18 a.m.) 

2 EXAMINER GOETZE: Very w e l l . Then we w i l l 

3 proceed w i t h the f i r s t case i n docket, t h a t w i l l be case 

4 number 15323, A p p l i c a t i o n of the .New Mexico O i l 

5 Conservation D i v i s i o n , OCD, compliance and enforcement 

6 manager f o r a compliance order against Kodiak Petroleum 

7 (Montana), Inc. 

8 C a l l f o r appearances. 

9 MR. HERRMANN: Kei t h Herrmann representing 

10 the OCD. 

11 EXAMINER GOETZE: Any other appearances? 

12 {No response . ) 

13 EXAMINER GOETZE: Do you have any witnesses? 

14 MR. HERRMANN: I have one witness, Mr. W i l l 

15 Jones. 

16 EXAMINER GOETZE: Would the witness please 

17 stand and be sworn i n and i d e n t i f y y o u r s e l f t o the court 

18 r e p o r t e r . 

19 (Whereupon, W i l l i a m V. Jones was 

20 administered the oath.) 

21 EXAMINER GOETZE: Are you ready? 

22 MR. HERRMANN: Yes. 

23 EXAMINER GOETZE: Proceed. 

24 WILLIAM V. JONES 

25 having been f i r s t duly sworn, was examined and t e s t i f i e d 
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1 as f o l l o w s : 

2 DIRECT EXAMINATION 

3 By MR. HERRMANN: 

4 Q. Mr. Jones, would you please s t a t e your name and 

5 t i t l e f o r the record. 

6 A. W i l l i a m V. Jones, D i s t r i c t IV Supervisor. 

7 Q. Could you b r i e f l y describe the d u t i e s you provide 

8 f o r the OCD? 

9 A. I provide -- I do the p e r m i t t i n g and witnessing 

10 of the w e l l completions f o r D i s t r i c t IV. That stretches ] 

11 from Catron County a l l the way t o Colfax County. 

12 Q. Have you t e s t i f i e d i n f r o n t of t h i s D i v i s i o n i n 

13 expert capacity before? 

14 A. I have. 

15 MR. HERRMANN: I move t o admit Mr. Jones as 

16 an expert i n o i l and gas operations. 

17 EXAMINER GOETZE: Are you sure you don't' 

18 want t o include him f o r anything else, too? 

19 MR. HERRMANN: Sure. 

20 EXAMINER GOETZE: Well, he i s so q u a l i f i e d . 

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

22 OCD i s seeking against the operator, Kodak Petroleum? 

23 A. I have. 

24 Q. Could you b r i e f l y summarize the OCD's p o s i t i o n ? 

25 A. Okay. What we have i s three -- i t was a four 
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1 w e l l prospect, three of the w e l l s were a c t u a l l y d r i l l e d . 

2 They are about 12 miles n o r t h of Bravo Dome and Union 

3 County, New Mexico. 

4 The three w e l l s t h a t were d r i l l e d were d r i l l e d 

5 about 1,800 f e e t . They were completed i n three 

6 d i f f e r e n t sands f o r CO-2 t e s t i n g . And no p i p e l i n e has 

7 ever been hooked up. 

8 The operator i s -- can't locate the operator 

9 e i t h e r . 

10 Q. When were these w e l l s d r i l l e d ? 

11 A. They were d r i l l e d i n 2008. 

12 Q. Was any production ever recorded? 

13 A. No. There was completion r e p o r t s , but no 

14 production r e p o r t s . 

15 Q. And when was the l a s t correspondence from t h i s 

16 operator received? 

17 A. August of 2008. 

18 Q. Could you please i d e n t i f y what i s marked as OCD 

19 E x h i b i t 1? 

20 A. E x h i b i t 1 i s the Secretary of the -- i s the 

21 l i s t i n g of Kodiak Petroleum (Montana), Inc., and t h e i r 

22 r e g i s t r a t i o n w i t h the Secretary of State. 

23 Q. And i s t h i s company i n good standing w i t h the New 

24 Mexico Secretary of State? 

25 A. They are — 
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1 Q. I f i t helps, i t i s a l i t t l e faded. I t ' s the 

2 f o u r t h l i n e down. 

3 A. I t says i t i s not i n good standing. 

4 Q. Could you i d e n t i f y E x h i b i t 2, please. 

5 A. E x h i b i t 2 i s the l e t t e r t h a t was sent t o the 

6 address of the operator of record -- a c t u a l l y , Greg 

7 N i b e r t , the att o r n e y i n Roswell, and to the operator of 

8 record. 

9 Q. So t h i s was a n o t i c e of t h i s hearing being sent 

10 t o both the corporate address we have on f i l e and 

11 t h e i r --

12 A. I t was. 

13 Q. and t h e i r agent of record, which i s an 

14 a t t o r n e y i n Roswell? 

15 A. I t was. 

16 Q. And i f you can thumb through t h a t e x h i b i t , do you 

17 see i t was returned -- or service was accepted by t h e i r 

18 agent but returned from t h e i r corporate address? 

19 A. Yes. 

20 Q. And then c o n t i n u i n g through E x h i b i t 2, do you see 

21 t h a t there i s a correspondence from t h e i r agent s t a t i n g 

22 t h a t he has forwarded the i n f o r m a t i o n t o the l a s t known 

23 address t h a t he has f o r h i s c l i e n t ? 

24 A. Yes. 

25 Q. C o n t i n u i n g t h r o u g h E x h i b i t 2 , do you a l s o see 
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1 t h a t there i s n o t i c e sent -- or service accepted by the 

2 New Mexico superintendent of insurance regarding t h e i r 

3 bond recovering these wells? 

4 A. Yes. 

5 Q. And f u r t h e r t h a t we p u b l i s h n o t i c e i n the Union 

6 County newspaper? 

7 A. I n Clayton, New Mexico? 

8 Q. Yes. 

9 A. Yes. 

10 Q. And, then, l a s t l y , another correspondence dated 

11 July 8th from the operator's agent s t a t i n g t h a t h i s 

12 attempts t o n o t i f y h i s agent were also returned 

13 unsuccessfully? 

14 A. Yes. I t ' s o n - - they sent the l e t t e r t o Kodiak 

15 Petroleum (Montana), Inc., i n Calgary, at two d i f f e r e n t 

16 addresses i n Calgary, and i t was returned. 

17 Q. And then l a s t l y , at the end of E x h i b i t 2, an 

18 e-mail t h a t you had attempted t o send the operator at 

19 the e-mail address we have on f i l e ? 

20 A. Yes. I f i r s t c a l l e d the phone number of the 

21 employee -- a c t u a l l y , a vi c e president of the company, 

22 Glenn Watt, and t h a t was disconnected. And I sent an 

23 e-mail t o him, and the e-mail came back. I t couldn't be 

24 addressed -- i t c o u l d n 1 t be sent. The e-mail address 

25 was no longer v a l i d . 
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1 Q. Okay. So could you i d e n t i f y the r u l e s t h a t these 

2 we l l s are v i o l a t i n g ? 

3 A. These we l l s were completed, so they were never 

4 put on temporary abandonment status.. But there's no 

5 p i p e l i n e out there. They were abandoned. 

6 So we got Rule 8.9, 25.8, and 5.9 issues. The 

7 operator has only three w e l l s . And those three w e l l s , 

8 they do have a blanket bond but they don't have 

9 i n d i v i d u a l w e l l bonds. They have been i n a c t i v e f o r 

10 about seven years now. 

11 And r u l e 25.8 requires an operator t o pr o p e r l y 

12 plug and abandon a w e l l t h a t has been a c t i v e f o r a 

13 p e r i o d of one year plus 90 days. And no a c t i v i t y since 

14 2008, so t h a t r u l e has been v i o l a t e d . 

15 And then r u l e 8.9 requires an operator t o cover a 

16 w e l l t h a t has been a c t i v e f o r more than two years by 

17 i n d i v i d u a l w e l l bonds. And we don 11 have t h a t e i t h e r . 

18 Q. And, l a s t l y , have you v i s i t e d these s i t e s ? 

19 A. I have v i s i t e d two of the s i t e s . 

20 Q. Two out of the three? 

21 A. Two out of the three. 

22 Q. And r e f e r r i n g t o E x h i b i t 4, could you j u s t 

23 i d e n t i f y or walk us through the c o n d i t i o n of some of 

24 these s i t e s ? 

25 A. Okay. E x h i b i t 4, the f i r s t page j u s t shows p i n 
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1 l o c a t i o n s on Google Earth of the s i t e s . The Roxanna 

2 w e l l t h a t you see there i s a plugged w e l l t h a t was kind 

3 of -- I t h i n k t h a t was the w e l l t h a t l u r e d them t o t h i s 

4 s i t e . That w e l l was — had some decent shows i n i t , 

5 decent r e s u l t s . So they came i n , and t h i s i s r i g h t 

6 n o r t h of the road between Springer and Clayton. And i f 

7 you get about t o Gladstone, then you go no r t h from 

8 there. 

9 Q. Okay. And as you go t o the next -- on t h i s 

10 E x h i b i t 4, the t h i r d page shows the dedicated acreage t o 

11 Sofia No 1. 

12 And there's a series of photographs of the w e l l 

13 s i t e s — we have photographs from several years back, 

14 but, also, I took some recent photographs. 

15 Q. Do these -- d i d you witness anything t h a t would 

16 make you t h i n k these w e l l s have been operated i n the 

17 l a s t few years? 

18 A. No. The w e l l s are the w e l l s -- you can see 

19 there's no tu b i n g i n the hole. There i s a swage down 

20 from casing t o the w e l l head. 

21 They were plumbed. The r i g h t head was plumbed t o 

22 the surface. There's a lock on them, and there's no 

23 open valves or anything. But the pressure on the w e l l 

24 i s r e a l l y low. That could be due to water i n the hole 

25 but i t 1 s CO-2. So we got Co-2 and water i n the hole --
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1 and s t e e l casing. 

2 The w e l l s i t e s are p r e t t y benign, but they are --

3 they are abandoned, no p i p e l i n e . 

4 Q. So i n your .opinion, i s i t i n the best i n t e r e s t of 

5 p r o t e c t i n g the environment, the c o r r e l a t i v e r i g h t s t o 

6 have the D i v i s i o n issue an order seeking t h a t these 

7 we l l s be plugged and abandoned? 

8 A. Yes. 

9 MR. HERRMANN: No f u r t h e r questions. 

10 EXAMINER GOETZE: Would you l i k e t o enter 

11 some e x h i b i t s ? 

12 MR. HERRMANN: At t h i s time I would --

13 Q. One l a s t question, were these e x h i b i t s prepared 

14 by you or under your d i r e c t i o n ? 

15 A. They were. 

16 MR. HERRMANN: Then I would l i k e t o move t o 

17 admit OCD E x h i b i t s 1 through 4. 

18 EXAMINER GOETZE: E x h i b i t s 1 through 4 are 

19 so entered. 

20 {OCD Compliance and Enforcement 

21 Manager E x h i b i t s 1 through 4 

22 were o f f e r e d and admitted.) 

23 EXAMINER GOETZE: I w i l l ask you anyways, do 

24 you have any questions? 

25 EXAMINER WADE: Are you asking t o revoke the 
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1 bond at t h i s point? 

2 MR. HERRMANN: We are asking t h a t at t h i s 

3 time the D i v i s i o n issue an order f i n d i n g t h a t the 

4 operator's out of compliance w i t h OCD r u l e s 19-15-5.9, 

5 19-15-25.8 and 19-15-8.9, and t h a t he comply w i t h those 

6 r u l e s by a date c e r t a i n ; and i f the operator does not 

7 comply w i t h t h i s order of f i n d i n g t h a t the operator be 

8 out of compliance w i t h the D i v i s i o n order, and authorize 

9 the OCD to plug and abandon the operator * s w e l l s i n 

10 accordance w i t h OCD r u l e 19-15-8.13, which would include 

11 revoking the f i n a n c i a l insurance t o recover our costs. 

12 EXAMINER WADE: I don't have any other 

13 questions. 

14 EXAMINATION BY EXAMINER GOETZE 

15 EXAMINER GOETZE: On your i n s p e c t i o n at the 

16 s i t e , d i d we have any noise, any gas coming out from 

17 wellheads or any i n d i c a t i o n t h a t there was a compromise 

18 of the seal? 

19 THE WITNESS: No evidence of t h a t . I t ' s 

20 completely -- the fencing around the s i t e s was degraded. 

21 The cows were i n on i t . I'm sure the weeds had l u r e d 

22 them i n there. I t ' s a good year t h i s year, there's l o t 

23 of grass.. . 

24 EXAMINER GOETZE: Thank you f o r t h a t . The 

25 n e x t q u e s t i o n d i d you r e v i e w t h e c o n s t r u c t i o n o f these 
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1 wells? 

2 THE WITNESS: I d i d . 

3 EXAMINER GOETZE: And do they meet standards 

4 of OCD as f a r as completion? 

5 THE WITNESS: They do. Steel casing and 

6 CO-2 and water. Some CO-2 completions, they put s t e e l 

7 casing across the pay zone and then f i b e r g l a s s casing t o 

8 surface so t h a t i t can be prot e c t e d . But i n t h i s case, 

9 i t was a l l s t e e l . 

10 EXAMINER GOETZE: And l a s t but not l e a s t , 

11 were there any types of t e s t i n g done on these w e l l s as 

12 f a r as t h e i r p roduction capacity? 

13 THE WITNESS: There was. They d i d some flow 

14 t e s t s — the three zones t h a t were completed -- I 

15 beli e v e the Tugg, G l o r i e t a and the St. Andrews from 

16 1,800 f e e t up. The i n d i v i d u a l r e s u l t s of each t e s t were 

17 not reported. They d i d r e p o r t some volumes on the 

18 C-105. And they -- so we have no way of knowing how 

19 much came from each zone. 

20 EXAMINER GOETZE: Did you get logs as p a r t 

21 of the --

22 THE WITNESS: No. 

23 EXAMINER GOETZE: So we don't have any logs 

24 f o r these? 

25 THE WITNESS: We may have one or two logs, 
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1 but... 

2 EXAMINER GOETZE: Nothing i n the database? 

3 THE WITNESS: Nothing t h a t i s — nothing i s 

4 r e a l c l e a r on whether -- I'm not sure t h a t we got a l l of 

5 the logs. I wouldn't go t h a t f a r . 

6 EXAMINER GOETZE: Okay. Very good. I have 

7 no f u r t h e r questions f o r t h i s witness. 

8 MR. HERRMANN: Thank you, Mr. Examiner. 

9 That concludes our pr e s e n t a t i o n of t h i s case. 

10 EXAMINER GOETZE: Very good. Then case No. 

11 15323 i s taken under advisement. 

12 

13 

14 (Time noted 8:32 a.m.) 

15 

16 

17 

18 

19 
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