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questions I have, so...

Do you have aﬁy questions?

EXAMINER BROOKS:  Nothing.

EXAMINER JONES: Thank you very much.

MS. MacQUESTEN: AThat concludes the OCD's case.

EXAMINER JONES: Okay, we'll probably break at
12:00? )

| EXAMINER BROOKS: 12:00, yeah, about 12:00.

EXAMINER JONES: Do you want to go ahead and --

EXAMINER BROOKS: - I'd ‘say about 10 till‘lzibo,
that will give us 25 minutes.

EXAMINER JONES: :25 minutes or so, to -- before

lunch, at least. Okay.
MR. PADILLA: We can put on our case.
EXAMINER JONES: Okayf
MR. PADILLA: We'll call Mr. Baber at this time.

GUY A. BABER, IIT,

the witness herein, after"haviné been first duly sworn upon
his ocath, was examined and testified as foiloWs:
DIRECT EXAMINATION
BY MR. PADILLA:
Q. Mr. Baber, please state your full name, please.
A. My name is Guy.Allen Baber, III.
Q. Mr. Baber, what is your connection with Pronghorn 

Management Corporation?

‘

[

STEVEN T. BRENNER, CCR! Oil Conservation Commission
(505) 989-9317 " Cases 13859 & 14052 De Novo

Pronghorn Management Corp
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A. I'm president of Pronghorn:Managementa

Corporation. 
| Q. Mr. Béber, you've been in:tnouble.with the OCD
for quite a While, haven't you?

A, I»guessﬂy6u~could-say that .«

Q... Okay. Tell ué,generally«whefe.you have been in
relation to your regulatory requirements and your oil and
gas operations, say in‘the-lastutwogyeags.

WAL Well,.itfs been an ongoinq;situatiqn. vI've.had,
obviously, some. problems, financial 'situations being the
main one, and been .trying to move‘forWardvandﬁbe posiiiye

about everything.. I have madevsomejproqresslthe last  few

“months, I have been able to bring an investor -- investment

group, in, and prepared to do some wotkvon our leases.

Q. When did that happen?

A, _GWe;started‘WOrkiﬁg around -~ seems like around
the first part of Oq&gpgr.~.5pt it's been -- I've beeﬁl,you
khow, attempting to raise money or findwan investment group
or a partner for several months now, end of years, and at

times I thought I might have had something together, and

‘every time it seemed to fall through and not work out.

Qs Give us a type of ---0CD had an Exhibit 4, which

is highlighted with the multi-colors on it. What kind of

.wells génepally are those that are .in that exhibit? Are

‘they old wells, new.wells? What kind of wells aré theY?

STEVEN T. BRENNER, CCR
(505) 989-9317
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A. Most of them are old wells. ' They're shallow

wells, all except the Gila 4 that we mentioned, from the

" Delaware, Ramsey Sand, Bell Canyon zone, which is about

5200 feet; up to the Jalmat, Yates zone, which is around
2200, 2300 feet.

Q. In- terms of fresh water, are there any wells that
you know of that have encouﬁtered fresh water in the area’
of the wélls?“

A. Theré‘are not. The wells we have are —-- surface
is set throughAthe freshwater and cemepted, and the
prqduction string.

Q. Now, in August of 2007, we had a meeting with the
OCD in the midst of applying for de novo hearingé on some
of the cases that have been filédfagainst ygu. What was

your consensus of the meeting, as far as what you were

trying to do and achieve-with the 0CD?

A What I was trying to -- is get within -- maybe
not total compliance, but with a -- you know, make some
major steps in compliance and try to -- these wells on this

list, all the wells, either return them to production or
injection, as the case may be.

Q. Why is injectien -- why are the injection wells

‘relevant?'
A.. Well, juSt take for instance, oh my, New Mexico

State DL and EF lease, and thé'well that we talked about I

STEVEN T. BRENNER, CCR
(505) 989-9317
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..;pution, the DL Number 4.

In addition to that, we have the New Mexico State

- . EF Number -3 thépgwe‘did some. work:. on, also for -- it's an

- SWD injection.well that we've ~- we returned. it back to

injection status and did the necessary: work to bring it

- back, mechanical. integrity test-and so. forth.

‘But the: reason I need. -- the,injection well is

important is, with this we don't have to. haul our water

off, which water hauling in today's market is costing'you

about $3 a barrel to haul off.. We have this-injection well
that we can -- that's been approved: for -the lease -- for
lease water to gQA—flinject into itu?

The -- well, of course, the DL.Number 4 only was

doing -- it was making about -= oh,;gomewhere.about 11 to

15 barrels of o0il initially, but it's down to -- now, the

last few weeks, it's been doing. about 5 172 barrels. and
. 105, 108 bharrels of water. .So you can see with that type

.of ratio what -- how important it is for us to haveban

injeection well to go to withgoﬁg:water._

Q. -Now you've prepared an eXhibit, Exhibit 1, for

‘introduction at this hearing.- Tellsué what that is.

A. Well, what I tried to do is, I.went down the list
that we had, working off the list we've been talking about,
and tried to give a -- a projected expenditure of what we

feel like it would take for us to bring the weli-back into

. STEVEN T. BRENNER, CCR
(505) 989-9317
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production or back intol-- return’to injection, whatever
the status may be.
And then --

Q. Let's start offﬂat.ﬁhé top, with the Atlantic
State Number 1. Yéu have $7500. Is that an actual or
projected expense?

A, That's projectéd; Basically, everything's in
place ‘on this well with the pumping unit, the tubing, the
rods and the pump. Apparently‘there's’something-WronQ-
downhole with:either the pump or the tubing. That may have
a hole it, something -of that nature, that we feel like we
can get this well back in production for this prbjected'
amount of money.

Q. Take us ‘across. You have the API number, the
weli name, the projected expense, rig days, then you have a
number, iQ -- 10Q.

A, What I was trying to do was come up with a
reasonable time frameiandua realistic time frame that I
feel like, with ~- certainly with approval, that we' could
get these wells back in cbmpliance,

of course, 1Q 08 means’ first quarter '08, 2Q 08
second quarﬁer 08, 3Q 08 third quarter '08. What I tried
to do is -- ny focusAriéht now‘wou1dfbe'on‘the DL lease and
the_EF lease and the Marshall leases:where we could‘go_

and --

STEVEN T. BRENNER, CCR
(505) 989-9317
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v (QEf thesrecord)
Q. (By Mr. Padilla) Let me askﬁydu, we're talking

about the first line, how you weré.explaining the projected

* -expenditure; .$7500. Tet me ask you, how did you arrive at

that projected expenditure?
A.  Just estimated what I thoughtfit;woﬁldvcost=us
with rig-time, rental tools, ‘and any additional.contracted

work we might --:might be necessary,.,connections,

-miscellaneous conngctions,gppssiblyﬁpressure testing,ﬁthat

type‘of‘situatiénw keel truck, transport. .

- Came up with -- basicalrygjust'an authorityafor

‘expenditure; an AFE, and --

Q. Well, let's talk about that.

A. =-- that's about what the number is.

Q. There's been a 1ot-said%heremthatuyou'vewméde'a
lot of promises and you haven't‘complied with«thémQ How
can youjassure.the Division thatm$7506 is not pietin.theﬂ
sky or some other type of figure that yOuPré'puLling out of
the Q-fsomewhere? ' | |

A. Well, just from experience and -- I don't know:if
I've mgdepa‘bunchwpfﬁpromises,~but-11ve been told_whaﬁ was

represented to--me and:things haveh't’workedaout Aike il_‘

.. would hoped. they:would, certainly not. I mean,_lfve been
‘having to live_withAthis‘thing,every'day.too, and it's been

difficult at times.

STEVEN.T. BRENNER, CCR
(505) 989-9317
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K But I believe I have some money put togethe;( as
shown, getting tack;to DL leasé, you're asking me about --
Q. Is that on:the second page?
A. Yes, sir.
Q. Okay. “Okay, go ahead and tell us about DL 1ease;

A. The DL 4, we have.projected it would take us:

~ about $36,500 to put it back together and: back. on, which to

date we've spent right at the $35,000 number, and the well
is producing ‘and has been producing.

We. did do_préésufe-ﬁesting on our casing above
the perfs and below the perfs to make sure the mechanical
integrity is okay. We're doing a base test on the
production now, and mayﬁe down the road we might be looking
at a frac job, and that'svoné of the reasons we wanted to
know if the, you know, casing is in good shape.

Again, continuing work on the -- we've done some

work on the EF Number 3, which is a saltwater

disposal/injection well. ' We had to -- we spent -- our
packer -- we did a pressure test in the backside. The
casing didn't -- the backside didn't hold;’so we suspected

a packer leak and a hole in the tubing; and that's what we
found.

And we did our pressure tésting, and the well --
we got it back on and eyerything béck in the hole, and we

passed the mechanical integrity test.

STEVEN T. BRENNER, CCR
(505) 989-9317
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And hopefullyain the. next couple of weeks -- I've

i“‘Set'pumping units on the DL :Numbet -3, the DL Number 5, and

also on the EF Number-1l, and we :will be putting those wells
back on production.
Qs How:soon are they:goingmto be -back on production?

" A; -I%we been =--~they should be back on productign in

. the next ‘couple weeks. I've got -- I have.electricity now

- to: thesewells. I've been back -and forth to electricians

and, you know, getting-electricity, motors installed and

.transformers and so-:forth, ﬁdr~abqut three weeks now.

But as.you can see,uﬁorﬁthe omerallvDL.Lease_and

_EF lease . Il've mz=:we spent right at $300,000. If you add.e-

Q.- ~You have --
A.. == -all that up, it comes right close.to
$300,000..

Q.. You have a- figure down here; actual~expenditures

of $298,400. .Is that ---

A.. Okay, that!s rounded off, that's probably --
‘yeah,;thatﬂs -- yes, #hatﬁs,—— “

Q. Okay, where are you going next? >Where's»your
néxt focus?

A. Well, of course our focus is to get the -- as I

.-mentioned, the DL-3,.the DL 5 and the EF Number 1 on

production.

“And then we will move up to the New Mexico State

- STEVEN T. BRENNER, CCR.
(505) 989-9317
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-DL Number '1, and we think there's somne.lower Delaware that
we're interested in testing and evaluating that situation,

1. that wellbore. Tt's —- this -- the DL Number 1 is -the only

wellbore out there in this area or on our lease that
penetrated the lower Delaware. It's cased to 9000 feet,

and the rest of these DL and EF wells are cased basically

- ‘around 5200 feet. So we're going to attempt a recompletion

in the lower Delaware wells.

Q. You have that slated for the second quarter of

20082 . i

A, That's -- that's correct.

What I was trying to do is where our focus would
be, and of course always where we could go for cash flow to
help. us out, to help:us to pay for these -- some of these
projects. And, you know, some of these we may move to;.yqu
know, third quarter that were scheduled for second quarter,

or some of them, you know, may be -- that we had in the

 fourth guarter, that we may try to get on in the second

quarter. I was just trying to get an overall.view of what
we would try to do.

Q. I asked you earlier about the projected
expenditure. How did you arrive at those, and what
assurance can you give the Division that you have the money
to do this?

A, Well, I don't -- all the assurance I have is, I

STEVEN T. BRENNER, CCR
(505) 989-9317
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v“hayé”spent+$300;000;Wand*the;investmeht group -has..committed
"to over.a million, or right at a million dollars right*now,
and we'vesigned aflettér"agreement and -have :-- and they're

‘ready stoiproceed =--

Qs How. ==

sA.-L -=-as wéll,as,we are.

\ Q. “aDkan‘let¢me:ask you now, ‘how do they —-=- how do
they fund a particulaf project? .-

-ngaA;:WfWhat\ﬁezdo=6nuour endmis;Hwé:talk about what a

pafticular project would be. T submit anlAFE['which'is
broken down on your..contract and expenées‘withwyour‘—r
whateVer you#re‘going'tozhavexto;spend out on a well,)your

pulling unit time, rental’tools, water, -you know, whatever

.- the situafion:might'be;'whatever'::uyou know,“possibly acid

work, stimulation for -cleaning :.the wellbore and. then

:putting;the.well back on: production.- .

Q. «jHow:did you arrive‘at‘the AEE,numbens?ﬂv<

A Just’ knowing what the costs are:s--
Q. Yeah;!l unders- ~--
A, -- in today's market.

Q.. T under;tand that., But I mean, how did you
asseésxwhat you had to do, say, for the Atlantic Staté
Number 1 well:to spend. $7500? o w

A. Just knowing the history of the well and knowing

the depth-of the well and knowing.what's-.in the wellbore

STEVEN"T. BRENNER, CCR
. (505) 989-9317
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itself, tubing and rods, and knowing I'm not‘going;tO'have
to purchase tubing and rods, I've éot-the tubing and rods
in the well, and knowing the pumping unit is all set.
Q. How did you know you h;d“a hole .in the. tubing?
A, We -- I said we suspect a . hole in the tubing,
just the way the thing~—- it won't  pressure-test, and

that's what we suspect, the way the pressure test acted.

-~ It'll pressure up a . little-bit, but then it'll bleed right

back off. It'll hold, but it won't hold, and then it'll
bleed -- slowly bleed. back off.

Q. - 'But you've done this assessment on the well
itself already?

| A. | That's correct.

Q. All right. So let's take the next well, the
Fields Nuﬁber 4. You ha§e that slated for the second
quarter. Let me ask you, hQW did you evaluate that well to
do work on it, on the second gquarter of '087?

A, We felt like this well had a chance ofwbeing
productive, and it has -- we'd have to install a pumping
unit on it, but besides that everything else is in place,
tubing and rods and pump. We'll probably have to,
obviously, change the rod énd pump in it -- rods and pump,
or the pump, but with a pumping unit I believe we can briﬁg
it 'back into.productionf |

Q. What other wells are you projecting the first

. STEVEN.T. BRENNER, CCR
(505) 989-9317
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“'quarter ‘of '087 .. . .- R

A. ° Well, we had the Atlantic State, New Mexico State

DL 3.: BL 4'is -+ we 'put. it in.fourth quarter, '07. DL 5,

‘and »then -of course.the EF -Number-3 :and;the EF Number 1

-:fwbu1d~be~firstmquarten;:*

=~ And .then we-have another shallow well .over in

Eddy County: also, the:Sivley State Number 1, that we ?eel

“like we can. put on:production fairly economical 'in the

first qwarterfofv+08v
0. What do you have to. do te that wellé,,,
~-A. - That would be:.-- we'd-have toinstall a pumping
unit there,‘ahd we bought a striné of -tubing that we would .

need, and we'll have some additional rods; and we'll have

to buy a rod pump. R Do

Q. - Is'thatwexpénditure included ihithe $3§0,000?
" A., No, it is not. We've had that,,basicallf -- our
tubing,»We’ve\haint in our inventory, thatawewhaven'ﬁ been
using. oo

: Q. .. Can you: tell the Exéminer what kind of

.engineering and geologic evaluations ydu have made on these

wells?

-A.  The big.fﬁ.where I had.my major engineering

~evaluation done in'a geologic study was on that'Cruz-

Delaware area, which takes into’play-the DL and EF leases

oh the state side, and then the Marshall Fields lease on

STEVEN+T: BRENNER, CCR
(505) 989-9317
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tﬁe federal side. I had to put somethlng together from an

engineering standp01nt and a geologlcal standp01nt to have

! professional and a -- and a -- reserve figures put

together and -- to presSent to invéstors or an investment

Qtéﬁp;'td'SHBW them that -- not only what we suspected
might be the situation out on these leases in this zone,
that it's backed up with’ eridineering and geology reporting.

Q. How much did you ‘Sperid on-that geologic and

1. engineering study?

A, Oh, the number is probably going to be -~
‘probably $4000.or $5000, but -- It would.probably havé been
more than that, but the engineer I had.working with me,is_
interested in possibly takihg an, interest or -- avworking
interest or maybe eVen an override, some type of interest
in the project itself. And that's the case of the
geologist also.

Q. I notieeuthat tﬁe*Marstall wells ate slated to --
for work on the eecond quarter. | o |

A. Yes, sir.

Q; How sure are.yeu of deing that:work°

A. Well, I feel pretty confldent with what we've
established already on the --’I'll probably know more about
it —- well, T say that, that's not right. The investment
group is committed to thie"werk;jand thef feel good about

the project just with the little work we've done already

STEVEN T. BRENNER, CCR
(505) 989- 9317
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confldent we can get it done. .

eyl

_As you can see, the big capital expenditure on
P T T T chnmmieees

IR

_getting these wells back going is purchasing pumping units.

- Q- _ How difficult is it to get pumping units today?

CA., .It's -- the pumping units are -- there's -- it's
H P BT e SR A S . R S E Do .

.Lnotaa,problgm,vyouiye.probab;y.got,maybe_a,week,to 10 days

wdelay time. ~The pumping units themselves are not a . -

problem, the problem is schedulingﬁsettingmthempumging
units withfthe'cbntractingvpeople} having trucks ayaiiable.
Qi Wha! Ybur'experiéhée'beeﬁito}daﬁé”withirégard
to contract work?’

A. “ About a two- to three-wéek lag ‘time, from when

'ybu-4—“ﬁhenmy6ﬁ WaﬁEHQZ‘when yoh F¥Tﬁhen yod'like to have

~~~~~

there and get 1t set to when they could flt 1t 1nto your

schedule. It s been runnlng about two weeks, maybe two and

R

a half weeks.
Q. How many people are employeo by you°
Af ‘vNobody, zero. |
| 5) hHow many enployees do*you haye°
s . O S , AL ‘
A, I Qon tﬂE?V? any emg%oyees. ,
Q. ﬁYon're Pronghorn? . |
A, yI'mvPronghorn. |

Q. 8o you need to get contractors; is that --

STEVEN T. BRENNER, CCR
(505) 989-9317
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1

A. _ That's correct.

Q. How -- I can't emphasize the answers strongly
enough, these assurance questions I'm asking you about,
your commitment or your investors' commitment to assufe the

Division ‘that this work is going to occur. can you comment

'~ .on that?

A." It just -- with what I think I've done already,
with thei almost $300,000.. And just like I believe Mr. -

Sanchez said, in today's market, you know, there's an

‘opportunity, “which I've finally been able to put:some

¢ investment money together to go out and do this,typebof

work.

I meén, now's the time ---good faith on my part
-- I've been fighting it' every day. I know, obviously, it
doesn't look like, but I've been fighting.it every day, énd
there's been some qonfusion*on where: we were and so fpfth._

But anyway, I mean, it's -- even this is an

-‘aggressive 'plan, but I think we can, you know, put it

together and get the majority of this work-done.

Q. All right. Let'me ask yow about your thoughts
and comments on the DiVision's case in terms of shutting
you deown completely.

. EXAMINER JONES: Mr. Padilla, I hate to

. interrupt, but is that-a place we could break for lunch?’

MR. PADILLA: Sure.

'STEVEN T. BRENNER, CCR
(505) 989-9317




E

B-o

72

v
1

10

11

12

13

14

.15

16

17

18

19

20+

21,

22

23

24

25

85

EXAMINER BROOKS: Okay, thank you.
EXAMINER JONES: Come back. at around 1:15.
“MR.. PADILLA: :All, right. .,
;fTHE;QiTNESSQ aThankwypﬁﬁ;lhA,fw~
V(ThéreupénJlnoon»reQst WéS%takﬁn'atgllt52 a.m.)

(The following proceedings had at iglﬁ,pwm.)

EXAMINER JONES: Okay, -let!s go back on the

recerd and continue -the: testimony::of Mr. Baber. .

Q.. ‘(Bprra~Padi&i@) ‘Okay,. Mr. Baber, before the

‘Tunch’ break. I believeglAhad'askedngugwhephepdygu;nad*heard

the presentation of- the Division's: case here today, and -I

asked you Whét your -- whether you had a comment about --
or reaction to;the‘casé,and_the;Divisiqn's requests.

~A. +Well, certainly it's verywﬁ--Canusing, I. guess,

- would be ione word. .And:I mean, -like, I've.stated. before, I
. know this: has been:-a. long time in coming,.:or :in. the
process;,. but I feel likexI¢finally-gan make some progress.

.:and,-am ready to do s0,. ready: to mqveﬂforyardﬁppsitive}y and

Vi

gét some of this: work done. o s e

Like was stated.earlier, market conditions have

! changed,~and-it'sqfreed up some- investment .money,-and I.

believe'I can move forward and get..these - some of. these

“situations corrected; and I don't see, any, nheed for the --

right%now~fér the plug:and:abandonment when wefbanupossibly

return several of these to -- in.compliance and production

+STEVEN. T. BRENNER, CCR
(505) 989-9317

i
ol




-
[——v— - a— — e ] v e e . <
E OBE BE S e OBE B == ==

N - . =5 ==
: E S

iof

i1

12

13
14
15

16

17

18

19

20

21

22
23
24

25

86

and ééherate théAbeéitiééﬁféf“fﬂéwétAEéwaﬁd m6Qé”forward

.in that manner.

Q. Mr. Baber, on Exhibit 1, your Exhibit 1, the last

two wells on that exhibit, on page 2,;yhat'is the status of

.those? One .of .them says that for the State HL Number 1

that ;the lease hashexgiredﬁhuwhat's the condition of --

A. That lease ‘has ekpiredw'and ~-- Izdon't kﬁow, it
was put up for -- as a sealed bid in December, ‘and I
haven't seen ‘the results of “that and don't know who bought

the lease or who'puf”{t up for-sealed ‘bid. - But'the

“'Wellbotre is &till thé¥e,” and ‘I will talk to thé hew lease

owner and try to work something out with them on that.
And then the State M, there's a queéfion whether
-— T don't believe I own that, I believe it's -- that's

Aspen 0Oil Company's well and lease. I don't believe it's

mine.

Q. Have you done any investigation as to whether

_you're the actual operétor of the well?

A. Again, it looks like to me, from my paperwork,

- that it was transferred«to.,spgpkoil,CQmpany.

Q. Have you done any: work on that recently?
A, I have not. . ..
Q.  If you are the operator —:1We11, how soon can you

find out whether you are the .actual operator or not?

A. I can find out in the next few daYs. I certainly

STEVEN T. BRENNER, CCR
(505) 989-9317
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ought to know somethlng by next week
Q. Okay. Mr. Baber, did you pfébéﬁe Exhibit Number

{ IR w R

1o bee e
Zi ] R Yes .- G
9. * Do yoh Have- anythihg further to - Welli“let me

agk-you thisi Wbiild"'plugging. and abandoning theséwells as

| réquired. -- as"requested by .the 0OCD; in-your opinion) cause

[T

waste? il sl o el ' - “f$
o . -A. 2+ It Looks i Like -to me at. thls*pol t. ine tlme 1t

Sl

~would be unnecessarlly--— unnecessary Obv1ously to plug

ﬁmandmabandonfthem;ls quite{expensive,aandi;'mxhereyogferlng

to do some, work and to ey to be able to 90 back to go back

R

_to work and,,ypgmhnowrsusefmywm9nsy towards trying to

establlsh productlon and cash flow and belng able to work

w1th the leases from there.
Q. Where are you with regard to -~ to the penalty

assessment of $72 000 that has been made agalnst you°

Pl
Caor b

A. Well l meam, I don t have the money and you

L T . . .o
2yt S AR

.know, the 1nvestment group is not g01ngito pay that klnd of

mt ney, you know. _ hey ll put money 1nto ‘an opportunlty to

oy

rework*'thé wells“ahnd so forth put =< I mean, if”l'd of had;

=theﬁﬁcnéyﬁ‘ilwodlanﬁ“be*iﬁ this sithation where I am now.
Q. ‘Mr. Baber, do you have an oplnlon as“to whether
any of ‘the-wells listedon Exhlblt Nulber' 1 1s a threat to

thewenv1ronment or .human welfare?

_ STEVEN T. BRENNER, CCR . .
(505) 989-9317
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A,

introduction of Exhibit Number 1 first.

admitted.

Mr. Baber some questions-using the OCD!s: exhibits. May I

~approach the witness and give him a copy of the exhibits?

BY MS. MacQUESTEN:

Q.

Hearings today?

- -A.

“miné in Artesia called me up-and said we were in the legal

notices in the Artesia paper on a Sunday morning.

been talking, so...

Q.

Pronghorn correct?

882417

I don't think so, no.

MR. PADILLA:* I'll pass the witness. Ask the
EXAMINER JONES:
MS. MacQUESTEN:
EXAMINER' JONES=:.
Go ahead, ‘Ms. '‘MacQuesten:.

MS. MacQUESTEN:"

EXAMINER JONES:
THE WITNESS:
" CROSS=EXAMINATION

Mr. Baber, how-did you bécome aware of the

I think theé first I heard of it was a friend of

And then of ¢outrse I'm sure I -- Ernie and I have

Okay. Is the address -wé've Béen using to contact

P.0.: Box’ 1772, Hobbs, New Mexico,

"Any objection?
No objection.

Okay, Exhibit Number 1 will be

Mr: Examiner, I'd-like to ask

(Nods)

Thank you. - ' 4

STEVEN T. BRENNER, CCR
(505) 989-9317
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A, Yes, ma‘ém.,~* A T ST
'Qr‘-,And that's the address of. record with the PRC for
tﬁe corporation.also? .- . - om0 ey

A.'; I'd:just have.to checkﬁonzthat:; I don't know if
it is or not.:. - . ¢ o oo e | |

. Qs -But iteds tbewright;addreSSHforAUS to use?

A. Yes, ma'am.

Q. Could youqexplain~why=the;notice of the heaéing
that:was sentxmofthat address’ was'returned frém_Fhe pést
ﬁfofficeLunclaimedﬂafter;three‘gttemp;s to@deliver? .

A -I don'!t know.- .. . ‘3éu;%@ ST

Q. ‘Are you chegking your maiiquﬁig

A. ‘Appérentiymwe;didn't.,AILVeybeen gone a few days?'
énd I mean, I dondtgknow,-~,Apparéntly I:didn't get
notified on some of these other items also..

.7 :Q... Okay. . Well,.if you-look.atsExhibit Number 3,
there's a copy of thatlenvelope, and it¢showsfat§§mpts to
~deliver on December,10th, -December 19th and December 25th}
‘and it‘was,réturhgg:togus,unclaimed. Had you not .checked
your: box during that time period? |
‘"Aﬁ;” I'm.suﬁgql‘have¢cngcked it during that time
period. I.donit know‘why - | |
Q. . 'Wh@@'isgghe”if;t"'

A, - I don{t;haVe,that ——

Q. -- best place for us to get in touch with you

STEVEN ‘T..-BRENNER, CCR
(505) 989-9317
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-then?

‘A. Well, phone numbers-and--- this is -- this is as
good as any.
FuiQ. ¢ Okay. Let's talk first about Case 13,859, the

false-reporting case that is the subject of the motion for

- the :order to show cause.

-If you could turn to Exhibit Number 6, the copy

+0f the order that was issued in that case =-

A. Okay.

Q. -- now you didn't testify in that hearing, did

"+ yow,  Mr. Baber?

A. I don't believe s0.
Q. Were you even present at the hearing? .
A. No, ma'am.

Q. But you were represented by counsel who appeared

~at the hearing; is that correct?

A. Yes, ma'am. *
Q. -Héve you: read the 6rdef that was issued?
- A.  Yes, ma'lan.
Q. Now you understand that in that case the OCD

< found® that you had:'knowingly:and willingly filed false

reports of production on some of the 11 wells:over a period
of some years} do.-you understand that?
A. I understand it now.

Q. Well, at what point did you understand that?

~“ STEVEN .T. 'BRENNER, CCR
” (505) 989-9317
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>1 A. Prdbably back in August, our meeting?inrAugﬁst.
.2 i Q. Befbre«ourﬂmeéting:in~August y@u'had not re;d thé
3 order? - | SR e
A A, v Ma'am;isl donkt:know when I,meédethe,order ahd
55;N?WhehWI“hévenltfneadfthesofder. R B T
.6 Q. rokay,, If you could take-out ExhibitmNumbér;4,
7| our list-of wells Withwthe'color—codiné;;hnd if you c;uld
8 look at the-blue'wells, -those are the wells that are thé
9 éubject ofvthe false-reporting case. — |
10 . #If you'd ‘look at, for example,--the J;F..Blabk;
11 propertieé, there are a number of welkls -but thereisfoily
12| well with the false reporting, one well: coded :in blue.-QAPd
13 in the Marshall~§roperties,‘again just one well coded in
14 | blue.
154 A. - (Nods)
16 Q. . Aicouple of<wells coded 1in bluemﬁor the New
 17. Méxiéo BZ State, tﬁo on the DL State;'one‘on the EF State.
- 18 =Thé other: wells for. those; properties;were né£:
119 reporting any productibn; is that.cdrtect,.MrrtBaber?4
20 A.  Yes;-ma'am.:-
21 Q... Somreally,.those properties had no production. at
. 22| all; isn't. that rith?"w¥  , Pl
23 A. I believe the*BZ.-had prgductieh:andvthe DL had.
24 production. | | | |
25

s

Q. Well, let me put it this way. The Hearing

'STEVEN ‘T. BRENNER, CCR
“2 - (505) 989-9317
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Examiner found that the reports were false for periods of
time on those wells; isn't that right?
A. I think:that's correct.

.+'Q.f "Mr. Baber .isn't it ‘true you were filing false

-Feports 7of production“dn one‘or two wells forﬂeachipropefty

so that you could keep the lease alive on those prope?ties?
A. No, ma'am, that's not: correct.

Q. So you're saying that you were filing reports. of

‘[, one: barrel of o0il per well, and that!s, what that well‘Was

producing?

~. A. .- T:don't know what. I'm saying at this poi#nt in

time. I.-don*t reallyrunderstand the -~-

Q. Well, why were you filing production reports --

‘A. == line' of questioning.

A, Why were you filing production reports on those
wells?

A Because that's Whatjyou're supposed to --
supposed to file prdduction.reports monthly.

Q. But-you‘Wére“filing reports showing production on
wells that the examineérs found were ‘incapable of producing.

A. ‘Well, that's what I'm-trying to say, I think .

‘they're capable of:producing, and we're here‘to correct:’

this situation and make the amendments and move. forward.
Q. = But atrthé;timepyou were filing. reports of

production when they were not, in fact, producing?

ZSTEVEN T. BRENNER, CCR
(505) 989-9317
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Q. Were you paying taxes on ithosei7= on that
production_that yod werereporting?.; - ¥ 1

iR wWé;haﬂbft"sold,anytningnmsp Ij@pn'tgimagine5we

:'paid. taxes .at -that.point: in time., ~We.pay taxes.when we

:sell -the --i,sell the.;oil or se;i;thQ;gQS-fr\:fwg

Q. Well,. the time --' -
DAL e 'Ibeﬂ.ieve. R S 5
v QL ¢ =5 period: onone. of. thosel wells ispans: six years

of false reporting; so you weren't sellingﬂanyuof~that}oilb

that: you ---I mean,- if you'!re reporting; production and -- .

you're tellingwmefthathyouwfalselymreportﬁprbdudtion,?but
you're not selling it -- you'rexnotktelking the Tax

bepartment that aﬁy;ofmthisuis;beingﬂsold, it was just i

- supposedly sitting.on.the lease? 1I'm trying to under$tand

what the story is.
A, I;@bn'tiguess~IAunderstahdw,feally, what ydur”ﬂ

question isiv - Lot o s

'1fk,nQJ - Okay,. I just want to.make.clear: You're

reéporting production that isn't-there, :you're  saying you

‘don't have to payvtaxes”on it because it.wasn't actually.

~sold,'whichais;true,woilgthat's'notasold«d@esn!t_haveitou--

isn'trsubject. to:stax...r- L L ms e s w T
» What :.was sthe royélty situation? * Were you paying

royalties or not? - - S R U

. STEVEN -T.7BRENNER, CCR
“(505) 989-9317
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A, If we hadn't sola:ag;%hinét Iﬁdéﬁién*tnghiné ;e'd
pay roYaitiééilqa}uﬁ | o
Q. ‘bfay, éo>théJéﬂly}ﬁhing tﬁéﬁ'yoﬁ Wére'adingiwés
‘reporting to ug producdtion ‘that wasn't there.
A. - The reﬁérté'wéré fi1éd,‘yés;
0. Okay. Now orice théfOrdér came out hﬁd’oncegwé
.nhad the meeting about trying to*bring you into compliance,
did you take any action to correct the false reports?
AL Yes, ma'am, I've.tried-<to take -some correction
action and haven't been succéssful in“finding“somgpne that
fuanrgtgnqS‘wgatjyeﬁge trying to.do.  And my focus ingthe
'%%sp few months has bgeqrgith pgt;ing_mx deal together on
my investment money'and?getfing;some wo;k done there,sapd
now at this point in time I've visited yith’the Qil.aﬂd gas
?eporf people"thgre in Hobbs, New Me#ico, and.I think we
can -- éhe's nét”familia£ with.Qhat we're trying to do, but
I think we can ~- if I -- if I need to bring them db hgre
and meet with someboé;‘aﬁd gétﬁthésé rebérts amended,
fﬁat's whaf Qe;ll?do.l\“m. |
I did“ééifwgg Jane one Eimé'riéﬁiléftefgéur
meeting, aﬁd”éﬁe‘was vef&"ﬁélﬁfdi and said, you know, go
“throigh the computeér, go fﬁféuéﬁﬁthiS‘éﬁd that, and we =-
we talked about, or I talked-about that, you Know, it idoks
like -- bulky and a Yot of matéﬁiéi;

And I’ asked her, 'you kKnow, could I make the

STEVEN T. BRENNER, CCR
(505) 989-9317
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it

kol 2 sah i kLS

R RN T T S i‘v'?'f*' S e
reporting "service?":

service?

.kQOW.QQW ;pﬂfilé'an’amended_repgpg?wk

or -- this.individual that I talked

it before, .., ... . e

_ changes with one report? =~ T 7T S
- #4»..-!‘ i (., [ ‘» ST o . M i

RN GRS e i O R Ca P

And she said, No, weé'd rather not. But'éhe said

L A

.
4

yquld be easy -- something to do with -- you could do --
SESCEAEE L R S T R T ST tos

key in a .couple of items where, you might be .able to change
B - T S N P T X R il z“}*_,j LRE bR TR RN v’l\*‘ -

30 months at a.time or 30 items at.a time. .I didn't really

~understand what she was talking,about,: .. )

i .. But I .have:found :the :0il and .gas-reporting that

- will; help .mé out invthis situationz s =s:i-:

VUQiv "Is¥tHat how- you filed*reports, through a

o Bobn
LR

N B MRS S Y O AT T WA T S-S TSR PS S LT e By g oo g
TR, YT Wwe'haveU ot been; but“we Are gding start.

ft

rppin oL e URe T T (L PR A S
Q.. OKkay, so you used to file' y

h b, SRED .
r own reports?

"A." Weé filed -- I had some other people filing

o i

reports for me.

: A T R N S PO RO S SIS SO A RIS e
Q. And now you're using a professional reportin
g

R . T & e

o R

~A. - That's -- yes, ma'am.
S S R it Coa K

Q. And the professional reporting service doesn't

Tl B

-

.. A. Now, I don't know if the whole service knows it
Shem o M. NG T K [N S W AR S AT & % i‘::’h P

~£o said she hadn't done
Q. When did ;you.talk to them? - .
- A. -~ Well, right after our meeting in August, in:

October or so. . ' /

PR

STEVEN T. BRENNER, CCR
' (505) 989-9317
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” Q{. dkéy, nd&ttﬁé”dgéqiiﬁé:iﬁ £hé“ordér‘ﬁés July 30th
to get thosé‘corrected ;gports in. piq you take agyAactibn
before July 30th? .
A. I don't remembgr;ifwl_diqmo;,not.

Q. When can we expect to have corrected reports?

A. I would say with some of the knowledge I found

Vioﬁt today, I bet we-could get- it:done ‘in two or three

weeks. I'll get'on it and get‘itgdone.‘”Ndw like 1 say,

I'11 get on it. If I've ot to Brihg somebody from oil and

 gas reports or, you kniow, contracdt SOEebody here, i'll

certainly be glad to do it.

Q. Nowﬁyéﬁ have -;‘ydﬁﬁtéétifiéa'you have investors
who‘afe willing to pu£‘ap§£o¥iﬁéteiy.a ﬁillién dollars into
your pfoperties toubriné tﬁeﬁfintoféfdduétioﬁ?

A. Yes, m;'gmi - - |

Q. . Did ygu félé!thpse investors that’the reports
that were on fiie wiéﬁltﬁemQCDvweyé‘iqéorféct?

A. I haven't. No,'ma'amhti:hqvgn't. |

Q. Did you tgl; th§mH§pyt§ingv§bout the status of
your wells? o

A. Yes, ma'am,..I have. S

Q. Did you tell them anything about your compliance

A. Yes, ma'am,'I have.

Q. What did you share with them?

STEVEN T. BRENNER, CCR
(505) 989-9317
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A. I told them that'I need to get some work done,

"and that's Why I'm'—imI"ﬁold'them'I needed to @et Some work

done and get the wells in compliance:"-

Q;-”ﬂBu%?yéﬁﬁdidﬁﬁtﬁﬁérk*tb“tﬁéﬁﬁébout the. false '

4

I repdfting?: & ¥va’ e L v

WAL U I don'tithink soll
- Q. ' _Andv’ifi-someone who was :interested.in investing in

your properties.apd went to the OCDreports, they. would.

~have.been. under: the impression that there were. some.

I SRR R C o

producing wells on those properties?
. R LT I R Ty =T )

A. The production that was reportedyis on, the scale

of what these wells have accumulated in the past is -- 1s

.\'y\-a‘»snk‘:j? i AERER S Y

-- you know, less than half of one percent I thlnk 'So it

Ty

'wouldn't make any de01s1on maklng process on an -- from an

economic issue.

Q. But at least they would have thought those --

o ,.;, K AR I8 Lo A.,

lthere wasn't a problem w1th those wells, that they were

AT

capable of produ01ng somethlng’r
A, (PardOn ne?
ﬁ”éﬂ‘¢Hfﬁgtﬁtﬁg§lw@re"Eagable1ofwﬁréaucing”somethiné?“
A. Yes, they are capable of producihg*something_
That's why I presented this sheét hére, that I do feel like
they?’re CapablekofaprOduction.

Q. ‘Now, if we.go back to the order in that..false- "

reporting case, there's.a provision on:the.yery last page,

h STEVEN T BRENNER CCR
" (505) 989-9317
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" have to Elgure that out and --

et 1
[ \

paragraph (4), it says, ShouiddﬁronghornLManaéement
Corporation fail to correct the false production reports as

to the 11 wells by July 30thH, 2007, no further Form C-104

'shall ‘be i&sued for any well Pronghdrn operates until it

has corrected those false production reports.

ke " Were your investors awaré:that'you were ‘goihg to

have problems getting C-104: reports done?
" Av’  No, ma'ams .
- Q. So -- Werefyou_eyen_awarewpfathis_provisiongthat
you had no authority to transport tokgettallowah%es - |
A. No, I didn}t;undeﬁstand‘that;,t :
‘ ﬁg.iwiuh—hph, yowhthe“order'a;so'te}ls you you were

supposed to prov1de contact 1nformatlon for the lessors

that you flled the false reports on. I dldn't hear

anythlng in your testlmony about what you plan to do about

that.

¢

A. I'11 have to talk with Ernie about that. I don't

know what we plan to do. I don't understand that, so we'd

¥

1o

Pt CoLt L, T e LN S T L [
Q. Okay. Well, maybe I can help you with that. The
properties that are at 'issue with the fafse'reportlng, some
of them are state and some of them are'federal, and we Krow

how to get in touch with those ‘folks, "but we hHad a problem

‘finding out who the .privite :léssor was on the J.F. Black

property. Do you know who the “lessor is there?

STEVEN T, BRENNER ‘CCR
i (505) 989-9317
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Cod

Q.. | Can you flnd out7

IR s . o o - - T
R S A TR L . S J A D

I:ll flnd out
QL Where are, you g01ng to, get that_info matlon°

A.. ~Wellﬂ as: sgon-.as. I. find. out, JI.llﬁdcﬁyy ?ood

—*gfaith'eﬁfontmahdydue,diligencevandgmake*a note of it and

see if we can’t ‘findwoutwu.- . ulusg sl ing cws

Q. Okay, now that information was dué onIJuiy.3Oth,

Q0T VY on verade Ho et fort  to give us that information

e, O

L L R B T W AT TR S et T B AN b O
untfl*today;tls'that‘rfght? A R AL =t

ok F PSS

A.

rvjd? i Now brlnglngithe wells back' 1nto compllancer the

T wells that are’ the subject of thlS order, dia’ I

R o ""e\ e i o cest ot i . ! o _; ] t ™» ¢
understand you correctly, there s only one well that you've

taken actlon on so far, and that's the State EF 1  You! ve

vput a pumplng unlt on that'>

L HES BT S CUECLOI e gl iy '

A. No, ma am, I have -- I have the - the DL 4 is

S

producing. I've set a pumplng unlt on the DL Number 3 -
. TS G i R

Q. W 1; nowﬁqw@it%a“minute. ,I{m asking you about

T AR =13

thewwehls"thatAare‘the subject of-this:particular order --
PEET TR R A B Sk SN 44 T TNttty © o FRTLL TR T il ]

Axwhmﬂhiwllm~77

Lhe

2 Qr oy mTwthesshows. .z o

[

" A.. . -- well;.I.thought we were talking about --
Qi + =- causesérder.

A. I thought we were talking about the whole deal.

il

~ STEVEN T. BRENNER, CCR
(505) 989-9317
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Okay -—- - o : . : i

Q. ° Yeah.
AL --.go.ahead:

Q. . If~:it's.just:this one -- the.only one I saw was

“thew#State EF 1 and  that, you were putting aqumping:unit on

- it but it wasn't producing yet...Is that the current,

status?

A. That's right, . waiting on electricity to run the

" rods and-.pump in‘"the hoile.. -

Q.  Okay. ‘@ Are yourgoing to have to request an:.

.-.allowable for that well?-= -,

A. I wouldn't think so. .

Q. : When we met to talk about complying with these

- orders, we told you that if-you couldn't meet the schedule

set in the orders that you :should contact the Examiners and
ask them for;a”differentwschedule,,but you haven't done
that,‘haverYOu? " e

A I don't remember that being part of our
conversation.

Q. - Well,hit'sﬂpart~of‘the.let£er. Do you wanf to
look at thatwlétter?, T

A. No, that's:.okay.  If.that's what the letter says,

. that's fine.. . ~~?@ e I ; S

Q. .Okay. Let me ask.you about the penalty that was

assessed. in that 'case. What‘is‘YOuraintention=with.regard

+- STEVEN-*T.* BRENNER, CCR
.(505) 989-9317
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to the penalty?
A. Well, ma'am, I don't have‘the money now,ibut I'11
pay the penalty if that's what:yeusrwant --.what -- do.

Maybe WéWCOuid,workwsométhihgwgutiiYQﬁfknOWa let mé get

r'somel ofs these: wellsyback:going and trY@toﬁgénerate?SOmé

~w'cdgh flow;-and maybe:we’ can Work something out or -- I'd

-

like to work something out.

(1@l golyou dorintend. torpaywit?

s
1

A, Yeah, I -- wouidﬁsayﬁ30$3iﬁﬁtnatﬂs'what T need to

- do“tow=---to.get thisrsituation:straightened out.

Q. Whét kind of schéduieiwduldﬂbeﬁréaséﬁéble?i:
A. I don't have anYﬁideaﬁ;iImmeén,_in like to.—-

you Know,:if --give‘me.the opportunity to-gét foc@séd on

¥

this work and get some.Wells:gomhg;%and%withfthemmérkét the |

way it .is, you knowj monitor:my progress,. and I%ll check

be, and, you know, maybe we can addrésssit“mnows-. .
.« don't =<:I haven#¥t :talked to anybody, ypﬁaknéw.

I heard somebody mention that, you know, :a payout schédule,

'you}know,:something?likeﬂthat,“would,be amenable.

Q. Well, what'scheduleﬂwod%duwdkafor‘yBU?

o G —A'ﬁﬁﬁaﬁ, I d@ﬁﬁtvknow$‘1~dbn‘t:know what --
the wéy i'm going to be oﬁ ny production=dndeHatlmiffi
mdﬁthby*cashvﬁioﬁ.iswgoing’to.be. Ofﬂébursé,*cértainly

genefdting daéh=ﬁiow,.I‘délikeﬁto;putzit back“into these’

7wt STEVEN 0. BRENNER, CCR
A= P (505) 989-9317
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flh‘lprojeéts, these. wells; ﬁé;héipwthémOVéréll«éituétignfthére.
2 Q.. Now, you said that your investors:weren't willing

3. 'tcuhavefanyfof"their ﬁpneyrusednfor‘the penalty; is that

4 |.right? Did you discuss it with them? . -

© 5 A. I“havenltfdiécussed the:penalties withwtﬁem, no,

-6 | “ma'am. |

7 Q. Oh, so they don't know that you're subject to a
8 penalty?

w9 A. .I don't know whati they know; I don't know if they

10| are or not. . I really haven"tg——"weiveahad-otherwaCus,
11" | otHer -than ﬁhis‘penalty.'* |

12 * -Q. . Okay.. I'd:like.to ask YOuwa fewiqueétioﬁs;about

13 Pronghorn's status with regard to Rule 40, and if I may, .

‘¥4 }* I'd like to-give the witﬁess-a copy .of that rule:

15 Mr. Baber, are you:.familiar with Rule 40 at all?

16 A. No, ma'am.

17 Q. Okay. Do you undérstand«that operatofs who. are
18 | .out of compliance with Rule 40, the OCD may, and inISOme
+.19|° circumstances must, deny certain privileges to that

20 operator? Are you(familtar with that concept at all?

- 21 A; .+ I!'ve heard.that concept --

2 2 Q. Okay. " |

23 A, —-%befbre.

24 Q. - Well, I've given you a copyrof‘Rulew40, and if

25 . you look'ét~that:first paragraph it lists ﬁhe ways ﬁhat.an

- STEVEN- T.. BRENNER, CCR
~(505) 989-9317
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hiépefato%kb&mmbeabut?bfﬁcompliahce,mand&Iﬁjustgwantéd'tO go

2 | through:those: with.yous:..

'—l

3 vtk The first.way would .besifitheroperatoridoesn't

meet the financialiassurance requirements. "Andiyou -

==
N

5:(' ‘understand: right-now:that:Pronghorn;is:out. of compliance on

==
o

financialAassurances to the tune of about $225;000? ~Are

- your aware-of., that?w = aaroem o

|
X

8 Al I wash't aware of that, no, ma'ami: sy

9| ©° Q«v Okayw! Why#don't youstakesa look . at whatfs%been

103 marked as<Exhibit--Number.1l, arndsthat's.the affidavit:of

11 | Dorothy Phillips. And the.very-last:page iof :that affidavit

wlzytwliStsrtheﬁfinanqialﬁassurance%status:dﬁ~allgPronghp%nTs

=

- +13 |, wells;. and I .don't know if yOu‘Vefseentthisgbefone,_Mf.

—_——

14 Baber, but this: is something you can:see on;our,web%ite.'
"15: ‘Do:you see-all:of those Y's in the wery far right—h?nd'

16 | column? , , S

Cal 7 it Yes) mataman: o L i NETEEAY

$A8 f o e Qi Aﬁd'tﬁdsetérewthe'WéhlSﬁthdtntheuéomputer?télls

19 {:+us Havecbeerivinactive ‘for more .than: two.years-and are :state

!F _ .
i : 20 |.or:fee:wells, sso they are subject to"single-well bonding

21 requirements. And;:the .amounts ofthose bonds are in the

22 | column marked Bond -- Required Bond ‘Amount..:

23 : : What are your plans ﬁorspesting~the.single—well

24 | financial assurances?:

.
Er ey
=S|

25} ~:vx  Awr 5 IT've been:working with® the ~-:with a -local :

=]

. STEVEN:T. BRENNER, CCR
(505) 989-9317
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R

"insurance company -on the bonding requirements, not -- well,

" I didn't realize on, of:icourse, these wells, but on some of

the BLM wells, and apparently that bonding market-is freed

up a little bit, so there's a good'chance that we would

have the opportunity to be able to post that bond, and I'd
-have to come up with the cash -- cash bonds --

Q. Okay.

¢+ - Ay ;. —=-:¢as being-kind .of ‘the. --

Q. - And.speakingxof;the~BLM‘bondsﬁ the BLM ‘required
you. to postsvadditional_finanéial?assurancesurecentiy,:
didn't they? | Ce Lo

AL 0 Well, ongthese;wgllsyﬁthese Marshall Fields
wells —-
© Q.. Okay --

A. -~ yeah.

Q.  r- how much:did. they require?

AL I believe;the~num§er'yas¢$125,qoo.

Q. Was that -- were you able to find a surety %Qr

--that, or did.you have; to:post; the bond? .. ‘

A. . I'm working on that..: |

Q. So that -- -

A.  That's whath'vewbeen-workingron,_not the state
wells, which I'll hayve to,; add:to- that;: N
Ce Q. Okay,- but. they- have not yet been posted?

‘A. . That's,correct.,

- .. STEVEN- T BRENNER, CCR
(505) 989-9317
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;1 Q@uwaﬁd3Iymvngtgéuréﬂpmunaérstbqﬁ%m/Are&youuﬁofiing

- witﬁha surety: riqhﬁ_nowzontthe statenbénds§;0n;just tbe.
kfedeﬁaLuoneé%u§¢ PEU D ang s Lota D e CATH aety

@fA{ﬁﬂFTﬁékfédéﬁab.f T ST B RS B A Che

N . . . .
Sy e o ‘v r St [N P ¥ . g ad e
HETSEN 0 N % Okay s : S S SRR & 0

A, EiT&d-befworkihgkwitﬁ'tHé¢statewbonds ithheaF

morning when I get.béck into town. .‘35}.

Q. Okay.“'Youﬁhﬁderstahdwiﬁmsiﬁob'jﬁstﬂthe wells
a»witﬁmthe”¥?inﬁthe?fé%%rdght“co&umﬁmthétwréquiﬁe bondié@;
%*Huf*diso*ﬁhéﬁﬁé&éé*répértingiwelﬁﬁfﬁﬁwthéyHWEEeféta&e‘éhd

fee wells? ‘ : SRGE T nhi
Bl Hrff%lﬁkliqetPaLkrthat'adaréSSédwfzﬁtertainly Qiirsf
Q. How are you going to be able.to come»ﬁpﬂwithfthe
money for the bonding? 1Is that sdmeth@h@itheiinvestofé
wéuld be able to -- | ~1@ﬁ~-
A, We’vé@téxked“abéut*thétﬁﬁyeéé ma'am.. -
Q. .’Wheﬁ;dréﬁyauWQB%ﬁg té?béﬂabieéto_get5those bonds

CpestEar Ut T v n L s e

A.  It's“beén i’ littles slow:’ I know: that solhds like

1
-

‘that's my answer to everything,” butsif you would like I *
could keep you updated. I don't have'a time frame.
»: Hopefully withinj:you know =t well, it's#- hopefully

within the month;%mohthﬁéhd%é half. =~ Ty G0

© @ ¢ Let's- g0 back<térRulée’ 40tand-look  at -the second

way an operator can be out of compliince) ‘and that is if-

-’ 'STEVEN™T. "BRENNER, CCR
| (505) 989-9317
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1

they're subject to a Division or Commission order issued

=

2 | ‘after notice and hearing finding.the operator .in violation

‘31 of'an order requiring corrective:action. uDo}youﬁunderstand o
4 | -that's:the type:. of order.we're.uasking.for today?..

5. . “As. -Yes, ma'am, ! do now. - -

o5}

+Q. ‘ And that if such.an order is-issued and you don't
7 | “complete the corrective action that was required:in the

'8 | .case of 13,859, you'll be out of compliance with.Rule 407?

—-—
(o]

‘A..  Yes, .ma'am.

10 Q. Okay, let's go to the third one,,the‘penalty

=

11| assessment. : An operator would be out of compliance with

12 | Rule®40. if a penalty assessment {is unpaid more than 70 'days

13 | after the :issuance of the order.

14 Now, you understand, even if we enter into a

15 payment plan you're still going to be out of compliance

f

16 under Rule 40 until that penalty is paid?

17 - A.  Okay.

18 ° Q. - And the last one is,: it can have no-more tharn the

-

19 | following number'of wells ‘out of ‘compliance' with 'the

“

20 | inactive well rule, and for an operator of Pronghorn's

21| size, with:39-wells,. it:can-have no more than two ‘inactive

=]

S22 wells.

23 |, : .. So"you-also:understand-that with all the inactive

24 | *wells  that you have, you're:''going towbe out of compliance

ﬁ

254 ‘with'Rule 407

.7 ..STEVEN -T. BRENNER, CCR
' (505) 989-9317
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13

14

15} .

c23)

CHBAT CIAAOTROW. oo T wd St

"TfQ{fﬁ“D0¢youﬁuhdef5taﬁdﬁﬁhat%Whi¢evyoﬁﬁre outiof .

iw@comﬁliaﬁée with?Rulea40pwthetOCD%MéypdéhymﬁPDSﬁ@ﬁéy dény

weliﬁﬁféﬁsférsgté#?rdnghorn;mmust%déhgmﬁllQWabIééﬁand9ﬁ
authorization to transport; must.deny injection permi}é?

v rsAL e iMatam, Bim sure you can.ido’jexactly what youﬁsay

7 youlre !going «to ‘do;iiand rfﬁthatVsﬂWhatsyou‘wdhﬁ;pOrdof%- I

3%méaﬁﬁiitbswndtéxhe~aﬁswen to;theapmpblemgg;bdt Eﬁhtha&!s
Qhat'you’d like to do, I_guess‘you;canéqé-cangdo‘it,

¢;obwipus&y- S S R VR {¥ %ﬁ ,Ef_

»yﬁwlkmjhere;tryingxtom:hﬁxg@phnow”fLmqﬁ@SSwmr_If;

i gué§S.Iwcoﬁldmgustﬁletsyou~have¢theu$50noﬂo,bondmand walk

| away from the wholé deal. Iﬂdon!tuthinkgthat's:the»ahsWér.
KT ;QMmufThere_waséa - ‘;':ﬁﬁ; L P

Q. Go:ahead. : . - W

A. Well, I mean, it's =--

:WellmePm?just askinquxoupphesggquestiohs bgqause
ﬂygu%re&pnﬁposingﬁcertainwactigné‘withgregardatQuthese?,;

wwelisnwand;I:wantuto-understand,Wheihgr,yqu k:no_wpwhati

f;padbiocks%areuinpyouraway,Jso,I-canmungen§hand;how@yguvN

'prébbse to deal with them. N R

mf-Aﬁﬁ; Webl/;iffyouakeep*throwingurgadblocks at'meé T

aédonﬂt gueSSyIacan dgalﬁwith Fhem.-glf ong*prapoSaimie%ds to

something else that I can't do or -- yoﬁﬁknoW;“taking away

__«r ~STEVEN T.  BRENNER, CCR
5 - (505) 989-9317
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‘it doesn't seem liKe: it's best  for' me either,

the transportingiof ‘the ioil and-gas{ I'mean, that's --.

that's“jdét***‘I'mééﬁ;Jf%“me -= you ask*to be realistic and

*| “ reasonable. You knéw, please, let's:be realistic. and

reisonable. " You take away ‘the cash flow that I do have and

| turn it into' zero, if 'you lock me down, how can I-.do

‘anything?
"Q.  'Uh-huh.
‘KA. - Is that .where we want to head), ‘or -- it‘doesn't

‘seem 1ike that's thebest’ for’ the State of New Mexico, -and

| * Prorighorn.

Q. Well, Mr. Baber --

A; What's dorne is: dohe, and ‘obviously there's been
sonme mistakes® made, and 'I'm here to' $say I'm willing to give
it a good faith effort anﬁ get this situation corrected ‘and
move forward.

2407, ARd T'm trying to figure out how you're proposing

‘vto -

A. And T appréciaté’ that.

Q% But isn't it -- what you've been -- whatii'm

' héaring,” Mr. Baber, ahd coriééthe¢if”I’m“wronq, is!that

you're choosing to work on the wéllg“you and your ihvestors
waht ‘to work on, and-yocu'Have’ not dofié anything about '
cortrecting false reporting; ‘about‘alérting’ the privite

lessor, have disrégarded-the-schédile ‘sent out in -the |

STEVEN"T. 'BRENNER, CCR
“(505) 989-9317
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: OrdeTSUASQGhPWJde%OQQPIQBQSéwtO3@9%l@ﬂiﬁh;tﬂi§?*w?“
2w A <Well,. I.guess ;that's where we had our . . .

*EmisdnqerStandinQr:tnatglwwas{lpokia@;at thécdeglﬂﬁﬁpqup

few fo, trytosiget, it. - get~something.done, not
wneqesﬁarilyswbagﬁmxﬁfqgugxwpulduqualik%uyeuNsaidywbutato,
satisfy you and looking at the whole picture‘gggggéd,ég

just through these orders, and trying toscome up with‘a

|..realistic timeé, frame where .I .can get. something, done.

gt wxﬁ‘ﬁadpn&tath@nk;withuwhahwi have, seen here that
trying tOngt}lksw§lJS%bapk#inﬁqgmpﬂigpge,~orwl§;w&@léﬁy

whatever the situation is, in, you know,’30p§§¥§ﬁorz66vq§ys

‘is realistic. : L

s Well;-Mr. Baber, you were here:for Mr. SanCﬁest

ftestimbnymvvHg¢testifieduabout<in§ctiye¢welliggreadg

!

{.-.compliance- orders- dating- back to.QQDSHwhgnvweywere;trYIng

to work with you to have you bring your wells.into .. o
uyggmp;iapge,.andgﬁobwﬁggrenftgsayihqgsud@%nly 9yerythi§grhas
to be done in_3QLdéys. This has been a projéctwoﬁ;yeér§£'

A; I agree. Iﬁd@n'tAf‘ I don't ﬁa@I --; issues ‘have
- been:=- presented: themselves. -I've:had:some medical

;. problems, personal,problems, and I'm.here today.and:wank;to

%utFYxtQHWQ?k sqméthigg out. .
e oo, e It.looks like I have theopportunltwherev and

.~market. conditions have -improved.with; you know, -most of .

w1 .STEVEN-T. BRENNER, CCR

¢ (505) 989-9317
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but there's some oppbrtﬁﬁity herelﬁawaﬁith“tﬁeﬁﬁarket“

{

o

conditions théy are, with the pricé of the product being

what it is. i

Q. That opportunity céuld be Available'to a'
different operator, thdugh, ‘it' wdildn't have to neces%arily
beiyou; is that right? i -

A. Ma'am,-IidonltuundenstandfYOurgline;éf
qgestianhg;hpYQu say a;different operator and then we talk
about that, and I can't,transfer it because I owethis .

_penalty. So I'm a little confused on, you know, whers we
are and where you want to head and what .you want to do.

Q. _Well, I'm sorry if that was confusing. Rulé 49

biwould prOhlblt Pronghorn from acqulrlng addltlonal wells

S

itself, but it wouldn't prohlblt Pronghorn frqmv
transferrlng them to someone else. |
.. A. Is that a statemehtMer a questlon, er -

MS. MacQUESTEN', I just -- you had lndreated that
you were under a'dlfferehtwlmpreselen,d;hd I wanted to tell
Jyau that wasn't what T was trying td’téll you.t

All right, I have no otheriq5e5tidns. wfhénk §du.

MR. PADILIA: = Nothing further.

' EXAMINATION
BY (EXAMINERUJONES: i Tl w o se o7y
Q. - Mri’Baber;, what”is%théwpriée;df'Oil right ‘now?

¥

RS A. We sold'some 0oil' last month, some sweet oil,

STEVEN T. BRENNER, CCR
 (505) 989-9317
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by Pomby .
20, ,...9: ‘What was it -about a year ago?
NEX A I S T T v T N O s S ST PRI

===
(98]
o3

Oh, I'd just be speculating, Mr. Jones. I think

ST e el

K

=]
&)
>

Yeah, it_ebviously“heswbeenmsiqhiﬁieapt. g

I_ 7 _?aQwﬁf€Hew¢oﬁa%arewthese‘wells?,f*aﬁ
f

“oh

i R - - " B
@_ : 9 =708 Middle¢”70s, ate”'70s7*early%“8@s%“'Jﬂ

11*‘”dﬁ%ing'

3 el

1
A.
! . . S e

13 business, 1s.when'

IS

14 | . in '86 and '87.

PR S - [P N I R

<N RO SR UPRAE S

Q. This CruZ—Delawafe, is that -- what zone 'of the

—
[any
($)]

16

_,‘
E

.17

ot

koL S

18 ‘ o S0 ,1t srf- 1t was here yesterday butingt

20

21 chance

22

and then
23| +this, is- Where sthe:engineering --.we:feel like even though

24 we areJmOVing\a~lotvdeWaterfvthe'maiority of these wells

£

1
L
L

were completed naturally o

STEVEN T. BRENNER, CCR
(505) 989-9317
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1 Q. Oh. P , ‘ ,
2 A. -- but we're stil1l ‘maintaining a high fléid
3 level, and it looks like possibly. the original pre%sures
L4 are'still:there.mw804WeJre,logkiﬁg at -- with new
5 technology and frac work, . we're looking. at frac{iné-these
6 | ‘wells., - - o g
“?";”i” *Q. "And- géttingtrid:of .a bunch of. water =~-:
8 AL . Yes:-= . A e
9 Q. " == and: --.-.
10 A, -- play)the water game, so to speak.-. - S
117 #"-..Q. . Yeah: . .
12° A. That's 'why the-injection wells are imported:
13 | and --
14 Q. Is -that what this.cons;ltant:engineer you had and
15| geologist told you too, or == iyou probably alreadyiknew
16 | ‘that, but -- | :
i7r*'~ BT Yeah; it.wankinduoffanvidea*I=had~andktﬁrew it
- 718 |-ratrthém. ! Ana:apparentLyésome-of‘this~WOrk“has bee& done in
: 19.?70ther‘areas.m I-believe the-Paduca=Delaware. And fhen of
20 .| course; even -= the guys-were-talking about evén wiih this
21! that -- possibIej%ﬁwpotehtial,waterflood/,orfpréssu;ef
22 maintenamce,“luquéss,fwéuidiﬁrObgbly be- a .better-
23 ,términologyu%-%thatwis ri@ht~$buth of :us in the North‘Elmar
: 24- 'Unit. T “think the North Elmar's even béen.from -- even |
25 | from waterflood on -into: tertiary.

?»“V%isTEVENCTﬁTBRENNER, CCR
. © (505) 989-9317
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Q. - GeréldihévFord stuff. . o Lo :

SuiK.e Yeah: o And then: the —= <

P T . - L o T B e B b e ay we ) X .
Lolais s @Gk e s =tRAMSOY & 0N L cwdma b v e Lo i

mAiw_w-—xi’@hiﬁk@&atesmhaSman AvalanﬁDgiaWére-ﬁhat

m%theylfegattemptdhg%tbﬁw..dv%; Gy &wf'ﬁpaiﬂafﬁﬁ?
Q. - Did these consultants -- did yoﬁ logk:-at - =

everything:onia payout. basisfabout: how:much; it would- cost

;

and what you could and -- in other words, did you
prioritize your work and -- howlong ago did you déwall
that? .o 0 o wmmn o ovwne wdn vmio o

A. It's been a work in progréssjy Mr.qunes,;but

{-~reallyI got@r—nspantéd‘gettiggapeople‘interested'ﬂnuit'

this summer, the guys I've been -- and it'sw--;wely,”it was
o ==-well, this.summer; June, 1st of, June.
. <i- i And vitrsvbeen-a long process swith-these guys too.

It's been a little bit slower than we-would like+for: it to

7--[iibey  because .wé'vesbéeéntwaiting on lawyers to make sure the

|:stdtleris clear and:someslegalwthings of that-nature, ‘and I

just ,got‘.-;wOfaﬁff:sa scouple -of days ago thatlt u‘]._ook's‘ft‘;li;}{e,Lthe
}:titke is ‘in gpod;shape, andmghexﬁféeltcoquntable w@th Whét
gﬁallmtheyﬂrefdéing:¢fAnd~®bviOusLyg£hey:ﬁeel~qomfcftgble,
v'we&#e'airéadyyputﬁ&&QQpOQOLintOythe?deaigﬁ;na,?.xz 3

gt i EQy L Thé fobutatheyw;m}yourprojeqtﬁit&sugoing%to.need

--:for this --. all-‘this -- .actually getting the :wells back

on line, $2 milliqnf#bu@wyou¢Me;onlyagdtg$1«million‘l

'+ STEVEN.T.% BRENNER, CCR
{5 7(505) 989-9317
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promised?

A. Well,,it's,f— it'll be an,ongoing deal. 'And what

we might do after today = meetlng 1s,bobviously, with the

oCD's signing off is ~~ is -- you know, I don't know what

1

I'11 try to do, maybe sell the wells .or -- .-you knoQ,«try'to

~get: something.'done: . = .

And of course, Mr: Jones; with'-the .commitment on

" thHe $1 million -= with*that comes the cash flow. & And I
“ haven't Fun ‘the ‘economicson that “on‘wheré we tHink' we'll

2-'we could befﬂbﬁt}:§oh.Knoﬁ;’We'ogdidﬁvefy easily be at

-- on the DL lease and the EF}Iease;;ygu!knon) we could be

fﬂat 7500 barrels a day in three months “1So,MYOu know, that

y would generate some falrly 51gn1flcant cash flow for us.

Q. Where would you get all those pumplng unlts that

-- used ones?

A. We're -- no,_we ve been buylng new."We bought

new ones. Yeah sure_have. New ones,-7 it surprised,me

ﬁa%so _hew ones -~ we bought the 51ze 228 pumplng unlts and

they were -- new -ones were within $4000 of usedrones.. What

-you've, seen is.-- oh, Weatherford's designing a. good

~pumping. unit now .and --

Q.  Really?. -. Y

A. -- some of these other major public'compariies are.

national, coming out ‘with -= well,’ they*ve, of course, been

- making units, but they're,gear}ng up to build equipment

STEVEN T. BRENNER, CCR
(505) 989-9317
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~3BY EXAMINER:BROOKSY &7 . «i% = n .

probably;.02

.of which, Pronghorn,

| the meeting, yes, sir.
Al ey Dwmieod F T CmnpEsl

) l';,) =‘\§'; 1 b MR o ; At

B 1nact1ve gince 1985y

" and something, but there's a bunch Of théfi that' date back

to-the 199085y ..o i

T mNER SonEs:  wenn -1 pavid?

G EXAMENER BROORS | oKAy, Thank §ou

" EXAMINATION"

Q. Mr. Baber, do you remember?thaﬁfthete;wasiai

H

: rcompliance proceeding. brought-back in <r«I think it was .

sthat.involved, a, whole. bunch of; operators,
: RN OISR [N RS G il 5 G AR i :

as_oheﬂntgvgetwina tiye‘wellswpludged?

H

o, A L don't remember exactly the tlme, but Iwremember

Tl R W g AR Y

)

S

Q. V Were

that proceedlng, weren't they some of the same wells that
EX S Ty TR EVE E W REN B L

are on these - that are in thls llSt now°

e e
' T

that State M is. ?I

[ A . ,‘*:v;-

A. I don't belleve so. Well,

don't believe the -- Well, the State M, and thenﬂwe

i G e el ceg sl R AT

' mentloned the Hastle, that lease was

©1993, 1987 -- a‘whblétbhnéh“offtheﬁ;’

Not -- a lot of them weren't,”bUtWa‘@dtvotﬁthéﬁﬁaféﬁ2o@dﬁ“

.
&

,,BUt ;anyway. this order r- Number 13,859, and then

 STEVEN T. BRENNER, CCR
T (505) 6869317 ’
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Number ‘13,858 -~ I'm’trying .to-=-. giveime~a minute to find

. 13,858, I've:lost it ‘herei - it

Okay, . that!s~ Exhibit. Number .9.  No, I've got de
!

..novo here.. That's ExhibitgNuﬁbergQ,?ls,SSS; If yduulook‘

i..dt this -~ pages:=-:the.third and fourth pages of Exhibit

9, there's a list.of wells.there; (a).through;(p),iand then
if yoéu ‘look at.Exhibit 2 =+ at pardgraph (2) and follow
along with me there, I'117read that) “Should Pronghérn
Management fail.‘to comply with .ordering paragraph (ﬁ),‘thé
”Di&ision shall be authorized to . plug.and abandon t&ef
. subject wells. | f@fgx”p:\. T

Now if you look at paragraph (1), which i%fon the
third page of that order, it sdys that'you're to pl;g:and'

abandon or restore to-or otherwise bring into compliance.

those wells by October 2, 2007, 'correct? Is that what it

- says?ic 7 I

A. YeS, Sir. B L ] . o o

Q. And you: didn't do that; did you? For any, of

“wthose wells? i B PRt Z Ik T Co o

A. -~ No, sir.: .

Q. . Anhd :so:under: the: :terms ‘of. this order, the
Division is authorized to.plug: -and abandon“thosejweilé?
AL "Mr.uBrockéq ifr you want to plug and abandon the
~wells, ‘I guess thétls:yOur%discretiﬁn.i |

4 ... Q. -Did.you disclose®to.the investors thatﬂYoQ've

7. STEVEN"T." BRENNER, CCR
{(505) 989-9317
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+ s recruiteds toyput money. . intosthése wells;tha

«| ~.day and plug:andiabahdenithogerwellsRu:

Ty
tthere's an

order in place that saySgthatﬁthé&DiViéiéﬁjcanacOmé in any-

4

2 Not,spécifically;

s The . investors know

ﬁﬁ’thatawéqneedwtb get thée-work:donesandiare committed and

\willingmtofgét?the%wérk;déne alsosfi - . «

AEXAMINER BROOKS: ‘Thankiyou.:i~That%s all I have.

ooyl EXAMINER JONES: ’ “Mr.«Padilla? i« ooyl

‘it MREBADILEA: . Nothing-furthers: .o vy

iy it gEXAMINERQJONES;:w@Kay.ymDéiydu-gujsﬁwaﬁt ondo

closing’Statements?' S
.1£}Tﬁank$$1#¥ S W’”:aw‘:f PSoay _ ; o
mgTHEwWITNESS;? Is ‘that it for me? -
EXAMINER:JONES: :—vnMrmﬁBaber;;
THE-WITNESS: .. Thankeyous: . 3
,MS.'MacQﬁESTEN: Mr. Examiner, I tﬁihkithélf
evidence_speéks for_itseif. o o

I

e *’;Thédquesmion of‘WaSﬁéshasfcpmé up.: I did;want to
say that we're pfdceeding under a parﬂicwlar%statuté?aﬁThe
.Légiélatﬁre has given us the powerftqwaSﬁe.Orders }
»wreqn¥ringéahy_WQjLﬁtbxbe‘plugged;andéabéndoned if fée::
ﬁwoperatprﬁiéuin@Vioiétionxﬁ‘ta;s.aaﬁmu #L u&iﬁ&v?ﬁ ;’“

i - - . By stating: it that way,. the Législature h%s?méde

the decision that.this"is-an appropriatefrémedy*forfthé

pyGCD”gfItscouldwhameﬁwrittengithSOMthét:We4haﬁ to have’a

w; % .(505) 989-9317
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*hfin&inguthat@nowWasteewéﬁidwoccur'orwminiméiqwgsxeéwpuld

aforwthis.remedy;Wﬂﬁ
'“‘-I?thinkﬁitﬁsfan appropriate;remedyfinwth%s;case;
“given:what ‘we've heard: today: sAnd altheugh we:don{t“héve
to prove that the wastle: would be minimal;- I:.think Qeahave
Shown« that. ; K LA
Another*operator . could take#overvthesewwélﬂs.
‘Mx. .Baber was thenoperatofsf@rlmanygyearsc “Iathin% the
s’ trueuwaste was havihg-him:be thenoperatorlandgsit.éhﬁthese
wells that arensupposédlyiproductive:@;Aﬂfinancialiy;i
“viable, "competent;.'compliant opératorcould operat§ these
‘wells, and now is the-time to move to such'ian operator, and
- not Mr. Baber;v¢ ’
CEXAMINER JONES: - -Okay. :
‘MR 'PADILLA: Verberiefly,‘Mr;'JonesiuIEthink
,tﬁatV—h*there!sJnoﬂquestionsthatfthe;OiiuConServat%ohf
" Division has a remedyﬂthat;iths propesing.'~I§thin£ that it
would befa- fly in.tHe-face-of the:Oiliand Gas Act to:plug
;andtabandon'oilfand?gaszwelis thatﬂare.pnoducing‘oﬁ are

i

capable of:producirg::oil and gas.:
The testimony here:rhas:been that “Mr. Baber HKas

i
s

ifin&lﬁy»got:himselfvsomewhat able to operate and thbée

i

wells .back in-production from adfinanciakﬁstandpoini.'

I:think, suré;fyou‘can»gOAoutﬂand‘dnna‘firefSaIe

B

“occury, but they“didh%tQ:fA:séparate@provision»that”provides

“ee f STEVENYT.. BRENNER, CCR
7 7 :(505) 989-9317
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'*qiﬁtﬁink%MrivBébetﬁcdﬂid&have,wa&kéap§W§y'éﬁa'vetwaf%nkly

3igbeﬁtérfﬁdﬁagemeﬁtﬁofWOilgandﬁggsﬁwéibs,:

”xthéSéﬁwéims%and?have%Sbﬁébbd»

said, if the 0il Conservation Divisioniis-goingsto. .

{ihtéﬁpbggﬁand&ihggsﬁygn,havdhg;cé@p@éb@fcompliance;with the

i'=mandaté:of-the orders;:then-he's dih:wviolatioen;+and ‘so

thérefore’ theére«is?nolremedy::, =i

Sy e gt

I don't think that the 0il Conservation Division

flrwhasuéVerntakenza posture:likezthis#in-the past, in terms of

fafd Imunderstafiduthere!s:a’newi=-: therelsia.new : ¢

%{» atmosphereyandi;there's newiregulations thatwmandate soéme

%iﬁﬁTheﬂﬁaﬁkgt'HOWEhQSwChahg€§J§ﬂ¢QtpOﬁﬁpIaCﬁi§§S and
. . - ‘

;aﬂhas'actUaﬂﬂyﬁal&bweduresurrection5ofpoilgaangaSwffelds

that have not been productive in-the.past due to-economic
reasons. Mr. Baber's:;testimony-todayihas been that the

Tpricevof\qil,tédgywaliows -- with#thesability to.iﬁjegt oil

ﬁdmwproducédﬁwaﬁefiin@thewviciﬁIEY@Qﬁgﬁhe»we¥¥§,?tog<
médﬁceughéuwgiis‘eédﬁomicallyaaﬁd with@asﬁiﬁangialgngWard.
Gops i %nxTHEQWihg $%2%GQO atgthe'Qi&TGonsérvégién biyisioﬁ‘
“fdoeSn&tnsqlvéﬁanyaproblemsLfermrBabep.hasytestiﬁie?‘héis
.vwilling to pay theﬁ$§2¢000;nbut?ri@htnnbw néeﬁamtoAget this

mﬁWéllwéet%ﬁp pﬁéduéingwoir and«gass:y oo ‘v v %gi

i 1L ﬁ;r%ﬁSo.againﬁétherethnojquesﬁion%;hqﬁithéﬁOCDéhas a

|-. ‘remedy savailablé “to put Mr: Babérout of-busitess. ! It

::doesn' t-make~any sense, but: -- especially when there's no

+:10 STEVEN&T: BRENNER, CCR
e = -"(505) 989-9317
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“iverification that-waste ‘is:océurring due to maintenance or

«that~there'sxanfenvironmentéiythréat to”anythinggoﬁtithere.

“The =-=.Mr.-Sanchez!s;testimony:has: been ﬁhat

[

[¥ '&ince:thelast -hearing there's‘been no 'inspections. ‘Prior

“*to this.hearihg there's: no update on theainspeCEioﬁ,waﬁd

1

there's been no-added testimbny:with regard:to:the |

"condition:iand:istatus of::the Wélls“tosveﬁifyuwhethef or not

thére's: an environmental.thréat or whether therets waste

occurring there from the standpoint of mismanagémeﬁt;'

13

. In addition to thét,.we could be in de novo.

]

“I*zhéarings.  Mr.-Baber . .chosé!not+to“be in de no?Oﬁheirings,
17+and-.after issuance:of therapplication =- after sthese""

~orders, we met with the‘Divisidnrtfying'to”solveAthisg

problem. And there was nolagreement that we would dismiss
our de novo application, .I .agree that-with counsel. ‘But
Mr. Baber at tHat point décided that rather than;spénd his

time;arguinggabodt”compliaﬁ¢exissue3pinwhearinqSuthét1wou1d

‘be. unproductive:as' far as.complying, he would ratheigspend

B

his time trying to getuthesé%we%lsuundertcompliance§*~

Mr. Baber's testimony has ‘been here, today, has

.been»thatvhe,haSWdemonstrated’efforty*and it shows hé*has

i

> hadr at ‘least oneyWellfandconérinjectidnvwelL'feady éndiable

toﬁbpérdte,Vaﬁdnvery~sh0rtly herwill haveytwo“adaitidnal

“wells. = And so: I 'think-in terms of::ithe spirit ovahét<he's

fsupposedvto be: doing, he has complied with that. °

- ¢ STEVEN/T' BRENNER, CCR
- (505) 989-9317
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2| »severévaction; ofsputting:Mr. Baber:out‘of:business iand in

[43]

it effect:confistatingshis;coilzand«gas productioen. L

+;The .issgue:of whether :0rinot:lessors

e
o

~paidiyroyalty or notiis not -forwthepDivision:to worry:about.

A

6 | “I!'m:not'tsaying “that-there:ishtt>some c¢oncern:there, but at

»»thesamé *time .the iOCD iSﬁnot :m5or¢ha5ﬁno&junisdicﬁion to

N
N

o T Y Z P S
8y wdecide whether or not-d - léssorriszbeingripaidrhissor her

H guifimroyatty s i o fnouemgee 0 bl mmev oswed™ T owatr Linn

104 v ar 5 WéﬁhavemdealtvWithﬁthé%LandHOffice, the Land

-'.‘: el

»Office is satisfiedrand has not:cdnceled .okl:andxigas: .

i

12+ =leases} sand Mnr.:Baberrhas:complied:with theirequests.of the

13| -State~Land:Officerto .deal with@therDLwleaseSy@whiChéhe has

bk PR

' . . "“;éﬁ‘
B 24| Sdone. o me Feeme o an o iew b e e Lo &

LIS | e -ﬁf%Onemof'the;leaseskheﬁdidant,fight¢~and7that

sjwilease didiexpire. The DL leases “with the land oﬁfibe@have

il v been  ==isthey- Have. notubeern canceled:or-éxpired in any ‘other

;gwmrgf&yWay.r%SaminmtenmSQﬁfwhavingwSémeppdyﬁatmieEStuacquiésce to

19 menﬁﬁB@berPsmrequeStv;thewEaﬁdwOfﬁiqeﬁhas?done?sp;ﬁ

! ' »20°|s.5. . So-I think:that while .there are concerns with the

E : 2225 0CD;. T think thaﬁﬁMr;wBaber*iSMmowﬁﬁgvaiongwfdir&y

aﬁizah.-éatisfaCtdri%ywandvhasmesSentﬁéilyﬂdomp&iéd withuthééspirit

5ﬁzawtﬁdfﬁthe;orders.“iTruéﬁ pewhasn'¢gpaidmthgw$72ygbo, and. he

'%&mhaS3notudoneﬁthat*time&yf‘norghas hewrequestediéomefstay

N
£

i+« STEVEN".Ti% BRENNER, CCR
- - .(505) 989-9317
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and we're résponding, aﬁd‘i think that&MrtﬂBabér"cdght to

“bergivenadditional:time with/which tovcomply and then

periodically report- to.'the OCD as.to:what his statﬁs'is,

.-and:-then at’that time-decidesWhether heoshould;pluq and
{+ abandon wells, based 6n his:continuing evaluation of oil

~afid“gas:wells.as he goes through-his resurrection of these

properties.
«“Thankyou. s
» EXAMINER .JONES:' iThank you.
- -Do:you:want! to say~one more: thing? .= =~ -
W+ MS. MACQUESTEN: ‘May I ‘have-a reply?’ -
EXAMINER JONES:H%Sufe;J P . éAn

‘_MSavMaCQUESTEfo On. the ‘issue of good fafth;

‘we're talking:about a history 'of noncompliance that goes

“ibackﬁmanymyears;”ﬂAnd-as.Mn."Bfooks'pbinted.out;‘iﬁ goes

‘back even further ‘than thé evidence. that we've presénted

'Atodéy: - Lo ‘ x“iz-;{ﬂ, DT e e

" Mry© Baber haswigﬁoredflettensgoffviolatioh;.

. :Inactive well agreeéd ‘¢ompliance:orders, two hearing orders,

.a letter canceling authority 'to transport:and -inject:!

If Mr. Padillagﬁahfswtcﬂtdlkxabdut#géod fgith,

I

’wwﬁatiCOuld“Mr;thber*hdvewdonEftbﬁswafgood faith? éWell,

ki

at a minimum, after those orders ‘were'issued, he:.'could have
done the things that did not require..a’ lot of money:to do:

Cortect .the false reporting-aiid ‘providé the lessor

o

“+ " STEVEN“T: BRENNER, CCR
7 (505) 989-9317



oo+ 23.|.chas; shown-'good.«faithy

o +1i|y informationd e i o

i

v sMb” Padidlatis still, arguing'‘aboutiwhether:iwe are

w3z evententitledstozaski-foritheflessor: informations+ That is a

+iswinoplacej

‘deadiis8uess Thesorde itls agfinalsorder,

5%: théywneedstorprovidesit. It deesri'tzédst himgany money to

| ddéitythewcduldﬁhéyewddne it. ﬁHeQGOulgﬁhaye@filed’%hbSe

7 reports. . - e

8 Not only did he not téke%phﬁée actions wﬁen the

9 | orders came outy hesdidn'titakes action when we filed

H

10 | the motion ‘toishow:cause. . Hesknewswecwould be pursuing

11 thiégaqusayingathaﬁahé hadntt

aken this corrective: -

12 actiorn, and he'stillghasnkt:

13 .» e fo Thesconductithathe!s takenthas not been to;
:14 . [ ssatisfy :thes0CD, it'subeen to S&@ﬁSfXﬂhiSﬁOWBﬁbUSﬁn;SS

BN o) ~?intéresbs@andfhigﬁiﬁVeStors,,whom hé@agpahentiyxhas?not

-rtoldraboutiall hisiéompliance. .probleémsy sHe isiighokring

17 | every roadblock that is going to be thrown inﬁﬁtdht?af him

18Mﬁkbeﬁauge?OfxﬁiéjOWn&WiolationS-&nd&gbntinued_noncompiﬁanCe.

Thisyislinot ssomething:£hei:0€D ris~deing«to - himyEhis! is

20 |: sgmethinqqhé hasmdoneEﬁQ;himselﬁm_andihg.Lsnnat.necbgnizing

’ thOse,»thlnqS R N A -7

‘ftakegexcepﬁmon'tgwthewgpngephmthap;Mf[xBaber

248 ne . oo Thanks ”YOU S T A A S ey

.- EXAMINER :JONES: . Okay, .thank you boths.

_ “T." BRENNER, CCR
 (505) 989-9317
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“With that, we'll take Case 13,859 and case 14,052

under advisement.
And let's take a brief recess.and come back at
2:30. - ’ P AR S

(Thereupon, these proceedings were concl@ded at

[

w200 229 p'm' ) ‘

] 3 y - y ‘-.._, . .. '. -

I de araby certity thai the fr:re»c;e;_a:nq is

@ compleie vecary of tha proceddings in
Tk o oy 3o e e b oms g

the Exominer hearine .

;. heard by me o L L .

b e LTS
G osLisse G, ’

-

A

i

, Examiner

Oll Conservation Division

STEVEN T. BRENNER, CCR
(505) 989-9317
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CERTIFICATE OF REPORTER

TR e 1
- "

STATE OF NEW MEXICO™ )
: ) ss.
COUNTY OF SANTA FE )

I, Steven T. Brenner, Certifiedeour;%Hépbrﬁef
and Nptary Public,+HEREBY CERTIFY that the fqregoing
traﬁscript of procéedings before the 0il Consérvation%_¢

:
Division was repdrtedvby me; that I transcribed my no€e§;

and that the foregoing is a true and accurate record.dfﬁphe

proceedings.

o
I FURTHER CERTIFY that I am not a relative or
_ Ca

employee of anykofvthe parties or attorneys involved'ﬁn

b

QéfthiSﬂmatteruand"that“i have no perSonal interest in tﬁe

final'di§g9sitionbofmthis matter.

WITNESS MY HAND AND SEAL_April 3rd, 2008.

. . P
STEVEN T. BRENNER ‘
CCR No. 7
My commission expires: .October 16th, 2010

- STEVEN T. BRENNER, CCR
(505) 989-9317




