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New Mexico Oil Conservation Division
Attn: Clerk of Division

1220 South St. Francis Drive

Santa Fe, New Mexico 87505

RE: Case No. 13711: Pre-Hearing Statement and Motion to Dismiss

Dear Ms. Davidson:

ISOT WY 62 Nar 900

Enclosed please find (2) copies of the following:

1. Travelers Indemnity Company’s Pre-Hearing Statement; and
2. Travelers Indemnity Company’s Motion to Dismiss.

Please note that the three affidavits submitted on behalf of Frank Pannell, Tom Garber,
and Earl Douglas are approved as correct statements by the affiants. The copies are attached as
Exhibits E, F, and G of the Pre-Hearing Statement and the Motion to Dismiss. The signed
originals will be immediately forwarded upon receipt.

Thank you for your attention to this matter.

Ann M. Conway

AMC/ag
Enclosures
Cc:  Will Jones, Hearing Examiner (w/enclosures)
David K. Brooks, Assistant General Counsel (w/enclosures)

PAL-99NSN37144\Correspondence\jones™062806affidavit copies.doc

A PROFESSIONAL ASSOCIATION

ALBUQUERQUE
(505) 842-1950

FARMINGTON
(505) 326-4521

EAS CRUCES
(505) 523-2481

SANTA PE
(503) 989-90 14
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STATE OF NEW MEXICO j

ENERGY, MINERALS, AND NATURAL RESOURCES DEPAI}TMENT
OIL CONSERVATION COMMISSION :

PRE-HEARING STATEMENT IN RESPONSE TO THE NEW MEXICO OIL
CONSERVATION DIVISION’S NOTICE OF VIOLATION TO PLUG ":&ND ABANDON
SAN SIMON STATE #6 WELL API 30-025-029839 ‘

P 9002

CASE NO. 1331

! ~
MOTION TO DISMISS w

o o)
Respondents move for dismissal of New Mexico Qil Conservation Division case nuthber

; o
13711. The Respondents have no claim and have no connection to the well in dispute

o
-

STATEMENT OF FACTS

1. The New Mexico Oil Conservation Division (OCD) sent Travelers Indemnity
Company (Travelers), as the surety bond issuer, and Tempo Energy, Inc. (Tempo) a Notice of

Violation for not plugging and abandoning San Simon State #6 Well, API 30-025-29839 on
March 9, 2004. (Exhibits A and E)

2. The well in dispute is listed under OGRID 22212. (Exhibits A and E).
~ 3. Tempo does not operate any wells under OGRID 22212. (Exhibits A and E)

4. Tempo only operates wells in New Mexico under OGRID 22223. (Exilibits A and E)

5. Tempo never owned, drilled, or operated the san Simon State #6 Wellj\. (Exhibits E, F
and G)

6. Joe Peterson (Peterson) was an independent contractor hired to do driﬂing consulting

for Tempo in New Mexico and Texas. (Exhibits C, F, and G) !

7. Tempo never authorized nor gave any indication to Peterson that he could use Tempo’s

surety bond to drill any well in the San Simon area. (Exhibits F and G)




8. Peterson mistakenly, wrongfully, or fraudulently used Tempo’s blanket plugging bond
as financial security to drill the San Simon State #6 Well. (Exhibits B and H-N)

9. All correspondence with the OCD concerning the San Simon State #6 Well has a
Hobbs, New Mexico return address. (Exhibits E, F, and G)

10. All correspondence with the OCD concerning the San Simon state #6 Well has
Peterson Petroleum with Tempo either printed in by hand with no initials or in conjunction with
Peterson Petroleum. (Exhibits B and H-N)

11. Neither tem;;o nor its surety bond issuer, Travelers, ever had any co‘jnnection to or
knowledge of the San Simon State #6 Well prior to receiving the Notice of Vioilation from the
OCD on March 9, 2004. (Exhibits B, E-N)

12. Phillips Petroleum, the designated transporter for the San Simon Stzi1te #6 Well, has
no record of Tempo operating any property under API 30-025-29839. (Exhibité Dand L)

13. Tempo has never had an address in New Mexico and all correspondence would have

come out and been sent to Midland, Texas. (Exhibits E, F, and G)

POINTS AND AUTHORITIES

L Dismissal of this matter is proper in this case because Temp(; had no

knowledge of or connection to the San Simon State #6 Well.

In New Mexico every oil and gas operator is required to maintain a ﬁnatilcial guaranty on
any well under its jurisdiction. NMSA 1978, § 70-2-14(A) (2005); NMAC 19.125.3.101. The
financial guaranty is required to ensure that the well will be properly maintaine(“i and plugged
and abandoned in an appropriate manner. NMSA 1978, § 70-2-14(A). The OCDj is authorized to
order the operator, surety, or both to plug and abandon a well that is not properlﬁy maintained.

NMSA 1978, § 70-2-14(B) (2005). If the operator or issuer does not comply wit%h the OCD order

the financial assurance is forfeited. Id.




In addition, the NMAC requires “the operator of any well drilled for oii, gas or injection;
for seismic, core or other exploration, or for a service well, whether cased or upcased, shall be
responsible for the plugging thereof.” NMAC 19.15.4.201(A). The NMAC alsc} requires that the
OCD notify a well operator on a monthly basis via first class mail if any of its Wells have been
inactive for the past twelve months. NMAC 19.15.1.40 (B). The notice is sent t:‘o the address that
the OCD has on file for the individual well. NMAC 19.15.3.100. Any well 1ist§d on the OCD’s
inactive list for one year plus ninety days “creates a rebuttable presumption tha:t the well is out of
compliance.” NMAC 19.15.1.40(F)(2).

Tempo has no connection t¢ the San Simon State #6 Well and denies ali claims
pertaining to the well. Exhibits E, F, and G. Tempo energy did not drill the San Simon State #6
Well and did not post their $50,000 Blanket Plugging Bond to drill any well in ;the San Simon
area of Lea County New Mexico. Exhibits E, F, and G. Tempo operates all of its wells in New
Mexico under the OGRID 22223, while the well in contention is listed under O;GRID 22212.
Exhibits A and E. Peterson is the only signature on any correspondence with thc%e OCD
concerning the San Simon State #6 Well and Tempo’s name is either added in print, without any
initials, or is listed along side Peterson Petroleum. Exhibits B and H-N. The Teimpo address is
wrong on all correspondence with the OCD over the San Simon State #6 Well; Tempo has only
ever had an address in Midland, Texas. Exhibits A, B and E-N. Peterson is solély responsible for
plugging and abandoning the well pursuant to NMAC 19.15.4.201(A) because ﬁe is the operator
of the well. Exhibits A, B and E-N. |

Moreover, Tempo was never notified that this well was on the inactive li:st because it did
not drill or operate the well. Exhibits E, F, and G. In addition, Tempo has never; had an address
in New Mexico and would not have received any OCD notices because its addre;‘:ss is and always

has been in Midland, Texas. Exhibits E, F, and G.




CONCLUSION

Tempo did not drill the San Simon State #6 Well and denies all connections and claims to
the well. The well was drilled after a former Tempo consultant mistakenly, wrongfully, or
fraudulently took Tempo’s blanket plugging bond information and submitted it as financial
security to drill the well. Tempo never authorized Peterson to use its surety bond to drill the well
or any other well in the San Simon area. Tempo was never notified of the well until March of
2004 when it received the OCD’s Notice of Violation concerning the San Simon State #6 Well.
Tempo never even knew of the well’s existence and could not have known because it is located
in Midland, Texas, and would not have received any correspondence from the OCD concerning
the well because the address listed for the well’s operator was in Hobbs, New Mexico.

WHEREFORE Travelers and Tempo request that the OCD dismiss with prejudice any
action relating to the San Simon State #6 Well API 30-025-29839 because neither have any
claim or connection to the well.

Exhibits:

1. Exhibit A: Copy of the Notice of Violation sent to Tempo dated March 9, 2004.

2. Exhibit B. Copy of the OCD Well Location and acreage Dedication Plat form for San Simon
State #6 Well dated December 5, 1986.

3. Exhibit C: Copy of the letter sent to Chris Williams, OCD District 1 Supervisor, from Frank
Pannell of Tempo dated March 26, 2004.

4. Exhibit D: Copy of a fax sent to Frank Pannell of Tempo from Phillips Petroleum’s Title
Advisor, David Eubank.

5. Exhibit E: Affidavit of Frank Pannell.

6. Exhibit F: Affidavit of Tom Garber.

7. Exhibit G: Affidavit of Earl Douglas.



10.

11.

12.

13.

14.

Exhibit H: OCD Application for Permit to Drill, Deepen, or Plug Back for the San‘ Simon
State #6 Well dated January 13, 1987.

Exhibit I: Texas Oil and Gas Division Inclination Report for the San Simon State #6 Well
dated January 28, 1987.

Exhibit J: OCD Sundry Notice for the San Simon State #6 Well dated February9, 1987.
Exhibit K: OCD Well Completion or Recompletion Report and Log for the San Simon State
#6 Well dated July 13, 1987.

Exhibit L: OCD Request for Allowable and Authorization to Transport Oil and Natural Gas
dated October 1, 1987.

Exhibit M: OCD Sundry Notice showing Peterson’s intent to temporarily abandon the San
Simon State #6 Well dated October 16, 1987.

Exhibit N: OCD Sundry Notice showing Peterson’s intent to plug and abandon the San

Simon State #6 Well dated September 24, 1990.

Respectfully submitted,

MILLER STRATVERT P.A.

WOl

ANN M. CONWAY 4}
Attorney for Traveler. emnity Company

P.O. Box 25687

Albuquerque, New Mexico 87125
(505) 842-1950

(505) 243-4408 Fax
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NEW MEXICO ENERGY, MINERALS a
NATURAL RESOURCES DEPARTMENT

BILL RICHARDSON ' Lori Wrotenbery
Governor Director
Joanna Prukop Qil Conservation Division

Cabinet Secretary

3/9/04
Tempo Energy
POB 1034
Midland, Texas 79701
Ref: San Simon State #6, API 30-025-29839
Notice of Violation

To Whom It May Concern:

It has come to my atiention that this well is seriously out of compliance, The well has intent to plug dated 9/24/90 submitted by
Tempo Energy. The well has not been plugged. Buddy Hill has made several attempts to reconcile this problem with your company.
Tempo Energy has bad three letters sent about this well. Tempo Energy has 30 days to plug and abandon this well. If it is not
plugged, Tempo Energy will be scheduled for hearing to show cause why Tempo Energy has not completed the work needed. This
well is under OGRID 22212, but the bond on this well is under OGRID 22223. 1t is Tempo Energy responsibility to bring this well
into compliance. -

Tempo Energy can be subject to penalties up to $1000.00/day per violation/well from the date of this letter.

Sincerely

NMOCD District 1 Supervisor

Oil Conservation Division * 1625 N. French Drive * Hobbs, New Mexico 88240
Phone: (505) 393-6161 * Fax (505) 393-0720 * http://www.emnrd.state.fim.us

Exhibit A
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N Tempo Energy, Inc. ’ PO Box 1034

- 1825N

i

Midiand TX 79702
(432) 689-2051

50

= Chris Williams

' NMOCD District | Supervisor
¥ O Conservation Division

. French Drive

“* Hobbs; NM 88240

Re: San Simon State # 6

API

30-025-29839

Mr. \Mll'liams:

Tempo Energy, Inc. of Midland, Texas does not own, operatc, hiove any interest in, nor did we
drill the above mentioned well.

!

At this time we have cohcluded that the driller of the wall, Joe Peterson dba Peterson

Petroleum Company, fraudulently used Tempo Energy, Inc.’s sucety bond to drill the above

- referenced well as evidenced by documents retrieved from your wwebsite. Mr. Peterson had access

to the bond information due to the fact that he did work as a consultant to Tempo Energy, Inc. on
drilling wells in New Mexico and Texas fram 1983 until 1986 when he was terminated for cause.

in‘looking at the documents retrieved from your website we found the following irregularities
(each number signifles corresponding document):

1)

On well location and acreage dedication plot in the name of Peterson Petroleum, a

+ cerfified document, the lyped name of Peterson Pefroleum is marked through and Tempo
: Energy Inc is hand written beside it, no initial of change by anyone.

2)

¢

On the Application to Drll, filed under Tempo energy, Inc/ Pcterson Pelroleum Company (

i with the latter lined out with no initials) the malling address is listed as PO Box 5509

. Hobbs, NM 88241-5509. Tempo energy, Inc. has never riuid an office in the State of New

Mexico, and all correspondence would have originated frc..1 the Midland, TX office. This

; document was submitted by Joe D. Petereson.

On the Inclination report submitted by James Brazeal dba Capstar Driling, anather
notarized document, the operator typed onto the form is Peterson Pefroleum Company,
which is again fined out and has handwritien Tempo Energy, Inc. This change also Is not
initialized by anyone on the notarized document.

The OCD Sundry Nofice form is filted out and signed by Joe D. Peterson with a retum
address of Hobbs, NM.

The. OCD Well Complellon Report shows Tempo Energy, |ncJPeterson Petroleum
Company, with the latter fined out and the Hobbs, NM mailing address. The form is again
signed by Joe D. Peterson.

WRS Coinpletion repott shows Tempo Energy.

OCD Request for allowable submilted under Tempo Energy, Inc./Peterson Pelroleum
Company (lalter scratched out) with the Hobbs, NM return address.

Exhibit C




® Page 2 March 26, 2004
8) - OCD Sundry Notice form submitted in the name of Tempo Energy/Peterson Petroleum
©, Company (someone fafled to scratch out the latter on this one) with the Hobbs, NM return
. address, signed by Joe D, Peterson.
9) . OCD Sundry Notice from under the name Tempo Energy (somecne penciled in the Inc)
. filed by Guy Baber of intent to P&A with aperator address of Hobbs, NM.
10) A fax received from Mr. David Eubank, Tille Advisor fer Conoco/Phillips showing they
- have no record of a property under this API number operated by Tempo Energy, Inc.

: Tempo Energy, inc. contacted Mr. Guy Baber, Sr. (80 years old) who stated that he
1 may have filed the paperwork but had no recollection of the document and did not know
i who Tempo Energy, Inc. was. | described to him the conditions of the well site as told to

: me by Mr. Buddy Hill about 2 years ago. Mr. Baber stated that someone should prosecute
( Mr. Peterson for leaving a well in that condition.

that the well was drilled for Joe D. Peterson of Peterson Psiroleum Company and that Mr.
; Peterson had not paid them for their services.

.. . I Tempo Energy aiso contacted Mr. James Brazeal, dba Cépstar Drilling, who stated

_ in addition, Tempo Energy also contacted Mr. David Eubank with Conoco/Phillips in
Oklahoma and he could find no record of the AP number for the well, nor any listing for
_ the well under either Peterson or Tempo per attached copy of fax.

' Tempo Energy, Inc. has never had an office in New Mexico, did not drill, operate, or
! have any financial interest in the referenced weli and feel that this was a case of identity
: theft. Whereas, Joe Petereson used the system lo drill a well by laking Tempo Energy,
: Inc.’s name and bond number and used them to file and get approval to drill this well
+ without Tempo’s knowledge or approval. Obviously this fell through the cracks early on as
i Tempo was not contacted regarding use of the bond or the abnormal use of its name in
. conjunction with another operator. All the forms that were filed were done so with the
i Hobbs, NM retumn address, fo which Tempo would have no knowledge of any
; commespondence sent to that address. Tempo Energy, Inc. has always contacted the
: OCD by phone and in writing when this matter has arisen. Tempo has always maintained
i that The San Simon State # 6 was not drilled, operated, or even co-drifled by Tempo.
! Tempo Energy’s name got put on the well fraudulently and the well carries a different
! OGRID number than the one that Tempo operates every one of our wells under.

|

! In summation, it appears that nearly every document associated with this well has
. originated in Hobbs, NM with Tempo Energy’s name either penciled in or codisted with
! Peterson Petroleum Company. Seeing as how Tempo Energy, Inc. has never had an
i office or even a PO Box in New Mexico, | think it Is clear that this Is a case of corporale
. identity theft, in that Joe Peterson illegally obtained and used Tempo Energy’s name and
. surety bond 1o avoid fiability for his own company to drill this well.

Sincerely,

Frank Panneil
VP Operations, Tempo Energy, Inc.
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STATE OF NEW MEXICO
ENERGY, MINERALS, AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION
CASE NO. 13711

AFFIDAVIT OF FRANK PANNELL

I, FRANK PANNELL, hereby swear and affirm that:

1.

I am over the age of eighteen (18) and competent to give this affidavit.

2. [ am a party-in-interest in this matter.

3. [ am currently the Vice President of Operations at Tempo Energy, Inc., which is
located in Midland, Texas.

4. Tempo has never had an address in New Mexico.

5. All the addresses listed on the forms filed for the San Simon State #6 Well, API 30-
025-029839 state a Hobbs, New Mexico return address.

6. Tempo did and does not own, operate, have any interest in, nor did it drill the above
mentioned well.

7. The above mentioned well is listed under OGRID 22212 but Tempo only operates
wells in New Mexico under OGRID 22223.

8. The New Mexico Oil Conservation Division (OCD) sent Tempo a Notice of
Violation dated March 9, 2004.

9. The violation was in reference to the San Simon State #6 Well.

10.  Isent aletter dated March 26, 2004 to Chris Williams, OCD District 1 Supervisor, at

1625 N. French Drive Hobbs, New Mexico 88240 disputing Tempo’s connection to

the well.

Exhibit E




11. A true and correct copy of this letter with attachments (10) is attached as exhibit
CCA‘59

Further Affiant sayeth not.

FRANK PANNELL

SUBSCRIBED AND SWORN TO before me this day of June, 2006, by FRANK
PANNELL.

Notary Public
My Commission Expires:




Tempo Energy, Inc. Midland TX 76702

I (432) 669-2951

':i &
= Chris Williams
.’_ NMOCD District | Supervisor
¥ Oll Conservation Division
© 1825 N. French Drive
qubs. NM 88240
i
Re: San Simon State # 6
© API 30-025-29839

Mr. W;l}liams:

Tempo Energy, Inc. of Midland, Texas does not own, operale, hove any interest in, nor did we
drill the above mentioned well.
o
. At:this time we have concluded that the driller of the well, Joe Peterson dba Peterson
Petroleum Company, fraudulently used Tempo Energy, Inc’s suety bond to drill the above
- referenced well as evidenced by documents retrieved from your website. Mr. Peterson had access
to the bond information due to the fact that he did wotk as a consultant to Tempo Energy, Inc. on
drilling wells in New Mexico and Texas from 1983 until 1986 when he was terminated for cause.

inlooking at the documents retrieved from your website we found the following iregularittes
(eaoh number signifies comrasponding document):

1) On well location and acreage dedication plot in the name of Peterson Petroleum, a
+ certified document, the typed name of Peterson Petroleurn 1s marked through and Tempo
5 Energy Inc is hand written beside it, no initial of change by anyone.

2) On the Application to Drill, filed under Tempo energy, Inc/ Poterson Petroleum Company (
i with the latter lined out with no initials) the malling address is listed as PO Box 5509
. Hobbs, NM 88241-5509. Tempo energy, Inc. has never 1iud an office in the State of New
i Mexico, and all correspondence would have originated frc. a1 the Midiand, TX office. This
: document was submitted by Joe D, Petereson.

3) On the Inclination report submitted by James Brazeal dba Capstar Driling, another
! notarized document, the operator typed onto the form is Peterson Petroleum Company,
:which is again lined out and has handwritten Tempo Energy, Inc. This change also is not
[ initialized by anyone on the notarized document.

4) The OCD Sundry Notice form is filled out and signed by Joe D. Peterson with a return
i address of Hobbs, NM.

5) The OCD Well Completion Report shows Tempo Energy, lncJPelerson Petroleum

i Gompany, with the latter ined out and the Hobbs, NM malling address. The form is again
i signed by Joe D. Peterson.

6) WRS Coinpletion ropoit shows Tempo Energy.

7) OCD Request for allowable submilted under Tempo Energy, Inc/Peterson Pefroleum
Company (lalter scratched out) with the Hobbs, NM return address.

Pannell Affidavit Ex. A




* PaggZ : March 26, 2004

- 8) . OCD Sundry Natice form submitted in the name of Tempo Energy/Peterson Petroleumn
+ . Company (someone failed to scratch out the latter on this one) with the Hobbs, NM return
.+ address, signed by Joe D. Peterson.
9) . OCD Sundry Notice from under the name Tempo Energy (someone penciled in the Inc)
 filed by Guy Baber of intent to P&A with aperator address of Hobbs, NM.
10) A fax received from Mr. David Eubank, Title Advisor for Conoco/Phillips showing they
. have no record of a property under this API number operated by Tempo Energy, Inc.

! Tempo Energy, Inc. contacted Mr. Guy Baber, Sr. (80 years old) who stated that he
; may-have filed the paperwork but had no recollection of the document and did not know
i who Tempo Energy, Inc. was. | described to him the conditions of the well site as told to
: me by Mr. Buddy Hill about 2 years ago. Mr. Baber stated that someone should prosecute
| Mr. Peterson for leaving a well in that condition. '

: Tempo Energy also contacted Mr. James Brazeal, dba Capstar Drilling, who stated
! that the well was drilled for Joe D. Petersaon of Paterson Petroleum Company and that Mr.
; Peterson had not paid them for their services.

. In addition, Tempo Energy also contacted Mr, David Eubank with Conoco/Phillips in
Okdahoma and he could find no record of the API number for the well, nor any listing for
 the well under either Peterson or Tempo per altached copy of fax.

_ Tempo Energy, Inc. has never had an office in New Mexico, did not drill, operate, or
! have any financlal interest in the referenced well and feel that this was a case of identity
. theft. Whereas, Joe Petereson used the system 1o drill a well by laking Tempo Energy,
; Inc.’s name and bond number and used them to file and get approval to drill this well
+ without Tempo's knowledge or approval. QObviously this fell through the cracks early on as
i Tempo was not contacted regarding use of the bond or the abnormal use of its narne in
. conjunction with another operator. All the forms that were filed were done so with the
i Hobbs, NM retum address, fo which Tempo would have no knowledge of any
; corespondence sent to that address. Tempo Energy, Inc. has always contacted the
i OCD by phone and in writing when this matter has arisen. Tempo has always maintained
i that The San Simon State # 6 was not drilled, operated, or even co-drilled by Tempo.
! Tempo Energy’s name got put on the well fraudulently and the well carries a different
! OGRID number than the one that Tempo operates every one of our wells under.

' In summation, it appears that nearly every document assaciated with this well has
; originated in Hobbs, NM with Tempo Energy’s name either penciled in or co-listed with
! Peterson Petroleum Company. Seeing as how Tempo Energy, Inc. has never had an
i office or even a PO Box in New Mexico, 1 think it Is clear that this Is a case of corporale
! identity theft, in that Joe Peterson illegally obtained and used Tempo Energy's name and
. surety bond to avoid liability for his own company to drill this well.

{
|
i
i
i
{

Sincerely,

Frank Panneil
VP Operations, Tempo Energy, Inc.
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RIOBM REMESIAL WORR g PEUE ANB ABANEON D ATHMER AL WORK @ ALTEAINE CARING
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STATE OF NEW MEXICO
ENERGY, MINERALS, AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

CASE NO. 13711
AFFIDAVIT OF TOM GARBER

I, TOM GARBER hereby swear and affirm that:

1. Iam over the age of eighteen (18) and competent to give this affidavit.

2. 1 was the former President of Tempo Energy, Inc. (Tempo) from its inception
until the early 1990s.

3. Tempo did not own, drill, operate or have any interest in the San Simon State
#6 Well, API 30-025-029839 in Hobbs, New Mexico.

4. Tempo never had an address in New Mexico.

S. Joe Peterson (Peterson) was an independent contractor that worked as a drilling
consultant. He was never an employee of Tempo’s.

6. Peterson was never authorized to drill a well in the San Simon area using any
surety bond secured by Tempo.

7. Peterson was never given any indication, implicit or explicit, that he was
authorized to use a surety bond secured by Tempo to dig a well in the San Simon
area.

Further Affiant sayeth not.

TOM GARBER

SUBSCRIBED AND SWORN TO before me this day of June, 2006, by
TOM GARBER.

Notary Public
My Commission Expires:

Exhibit F
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STATE OF NEW MEXICO

ENERGY, MINERALS, AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION DIVISION

CASE NO. 13711

AFFIDAVIT OF EARL DOUGLAS

I, EARL DOUGLAS, hereby swear and affirm that:

1.

2.

10.

I am over the age of eighteen (18) and competent to give this affidavit.

I was the former Vice President and Treasurer of Tempo Energy, Inc. (Tempo) from
its inception until the early 1990s.

Tempo did not own, drill, operate or have any interest in the San Simon State #6
Well, API 30-025-029839 in Hobbs, New Mexico.

Tempo never had an address in New Mexico.

All correspondence with Tempo would have originated and been returned to Midland,
Texas.

Joe Peterson (Peterson) was an independent contractor that worked as a drilling
consultant. He was never an employee of Tempo’s.

Peterson was never authorized to drill a well in the San Simon area using any surety
bond secured by Tempo.

Peterson was never given any indication, implicit or explicit, that he was authorized to
use a surety bond secured by Tempo to dig a well in the San Simon area.

Peterson had a history of doing jobs independent of Tempo where he charged materials
to Tempo’s account(s) with the material suppliers.

Peterson was never authorized to purchase materials on Tempo’s credit from suppliers

when he did jobs independent of Tempo.
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Further Affiant sayeth not.

EARL DOUGLAS

SUBSCRIBED AND SWORN TO before me this day of June, 2006, by
EARL DOUGLAS.

Notary Public
My Commission Expires:
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