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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING CALLED BY 
THE OIL CONSERVATION DIVISION FOR THE 
PURPOSE OF CONSIDERING: 

APPLICATION OF THE NEW MEXICO OIL 
CONSERVATION DIVISION FOR A COMPLIANCE 
ORDER AGAINST YESO ENERGY, INC. 

CASE NO. 1 3 , 9 2 1 

ORIGINAL 
REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: RICHARD EZEANYIM, Technical Examiner -eg 
DAVID K. BROOKS, J r . , Legal Examiner =3 

fe rn 
o J u l y 12th, date, 2007 

Santa Fe, New Mexico ^ r n 

% o 
This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , RICHARD EZEANYIM, 

Technical Examiner, DAVID K. BROOKS, J r . , Legal Examiner, 

on Thursday, J u l y 12th, 2 007, a t the New Mexico Energy, 

Minerals and Natural Resources Department, 12 2 0 South Saint 

Francis Drive, Room 102, Santa Fe, New Mexico, Steven T. 

Brenner, C e r t i f i e d Court Reporter No. 7 f o r the State of 

New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

8:24 a.m.: 

EXAMINER EZEANYIM: On page 1 we c a l l Case Number 

13,921. This i s the A p p l i c a t i o n of the New Mexico O i l 

Conservation D i v i s i o n f o r a compliance order against Yeso 

Energy, Inc. 

C a l l f o r appearances. 

MS. MacQUESTEN: Mr. Examiner, my name i s G a i l 

MacQuesten. I ' l l be appearing f o r the O i l Conservation 

D i v i s i o n . 

EXAMINER EZEANYIM: Any other appearances? 

Do you have any witness? 

MS. MacQUESTEN: I have one witness. 

EXAMINER EZEANYIM: May the witness stand t o be 

sworn, please? 

(Thereupon, the witness was sworn.) 

MS. MacQUESTEN: Mr. Examiner, we are asking f o r 

an order pursuant t o the O i l and Gas Act, Section 

70-2-14.B, r e q u i r i n g the operator t o b r i n g s i x i n a c t i v e 

w e l l s i n t o compliance w i t h Rule 201 by a date c e r t a i n and 

a u t h o r i z i n g the D i v i s i o n t o plug the w e l l s and f o r f e i t the 

ap p l i c a b l e f i n a n c i a l assurance i f the operator f a i l s t o 

meet t h a t deadline. 

Because we believe the v i o l a t i o n of Rule 2 01 was 

knowing and w i l l f u l , we are also asking f o r p e n a l t i e s . 

STEVEN T. BRENNER, CCR 
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To show t h a t the f a i l u r e was knowing and w i l l f u l , 

we w i l l be reviewing OCD's e f f o r t s t o work w i t h the 

operator t o b r i n g the w e l l s i n t o compliance. We w i l l be 

discussing t h r e e compliance actions t h a t we took w i t h t h i s 

company. 

The f i r s t involves the use of Rule 4 0 w i t h a w e l l 

t r a n s f e r . The operator a t t h a t time was n o t i f i e d of h i s 

problem w i t h i n a c t i v e w e l l s and was asked t o b r i n g them 

i n t o compliance. 

The second a c t i v i t y was the e n t r y of an agreed 

compliance order f o r i n a c t i v e w e l l s , which the operator 

f a i l e d t o complete. 

And the t h i r d i s c a n c e l l a t i o n of a u t h o r i t y t o 

t r a n s p o r t and i n j e c t , due t o the operator's f a i l u r e t o f i l e 

p r o d u c t i o n r e p o r t s . 

There's an evidence packet i n f r o n t of you. 

The f i r s t e x h i b i t i s an a f f i d a v i t of n o t i c e 

showing n o t i c e t o the a v a i l a b l e addresses f o r Yeso Energy, 

I n c . , and the surety on the surety bonds. We d i d not send 

a n o t i c e t o the bank hold i n g the l e t t e r of c r e d i t , because 

t h a t ' s not a surety s i t u a t i o n . 

Y o u ' l l see t h a t we got green cards back on two 

addresses f o r Yeso. We d i d not receive a green card back 

on the surety, U.S. Speci a l t y Insurance Company. We do 

have a p r i n t o u t from the Post O f f i c e showing d e l i v e r y of 

STEVEN T. BRENNER, CCR 
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When we mailed n o t i c e t o U.S. S p e c i a l t y Insurance 

Company we used the address from the bonds, and we v e r i f i e d 

t h a t address by c a l l i n g the surety company. 

We also published n o t i c e i n thr e e newspapers, 

because the w e l l s are located i n three d i f f e r e n t counties. 

E x h i b i t 2 i s an a f f i d a v i t from Dorothy P h i l l i p s 

showing the f i n a n c i a l assurance i n f o r m a t i o n . This operator 

has a $50,000 cash bond and three s i n g l e - w e l l f i n a n c i a l 

assurances. 

And w i t h t h a t , Mr. Examiner, I would c a l l Daniel 

Sanchez. 

EXAMINER EZEANYIM: You may. 

DANIEL SANCHEZ, 

the witness he r e i n , a f t e r having been f i r s t duly sworn upon 

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

DIRECT EXAMINATION 

BY MS. MacQUESTEN: 

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

A. Daniel Sanchez. 

Q. And where are you employed? 

A. With the O i l Conservation D i v i s i o n . 

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

A. Compliance and enforcement manager. 

Q. Do your d u t i e s as compliance and enforcement 

STEVEN T. BRENNER, CCR 
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manager include supervising the d i s t r i c t o f f i c e s ? 

A. Yes, they do. 

Q. Are you f a m i l i a r w i t h the compliance h i s t o r y of 

Yeso Energy, Inc.? 

A. Yes. 

Q. Are you f a m i l i a r w i t h the s i x w e l l s i d e n t i f i e d i n 

the A p p l i c a t i o n ? 

A. Yes. 

Q. Would you t u r n t o what has been marked as E x h i b i t 

Number 3? I s t h i s the general w e l l l i s t f o r Yeso Energy, 

Inc.? 

A. Yes, i t i s . 

Q. I s t h i s a record kept by the OCD, a v a i l a b l e t o 

the general p u b l i c on our website? 

A. Yes. 

Q. What i s the t o t a l number of w e l l s operated by 

Yeso Energy, In c . , i n New Mexico? 

A. 37. 

Q. On t h i s l i s t of the 37 w e l l s , t h e r e are s i x w e l l s 

t h a t are h i g h l i g h t e d . What i s the s i g n i f i c a n c e of the 

h i g h l i g h t i n g ? 

A. Those are the s i x w e l l s t h a t are i n question i n 

t h i s hearing today. 

Q. I f you look on the right-hand side of t h i s 

document, there's a column e n t i t l e d Last 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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P r o d u c t i o n / I n j e c t i o n . What does t h a t column show? 

A. That i s the l a s t time those w e l l s were e i t h e r 

produced or i n j e c t e d i n t o by the operator. 

Q. I ' d l i k e you go t o through the s i x w e l l s t h a t are 

a t issue i n t h i s case and t e l l us what the l a s t days of 

product i o n or i n j e c t i o n was f o r these wells? 

A. The Connie C State Number 3, l a s t p r o d u c t i o n was 

i n J u l y of 1988. Connie C State Number 4, January of 1989. 

The Cortland Myers Number 4, September of 2 004. The Knight 

Number 5, A p r i l of 2003. Las Cruces B Number 1, September 

of 1998. And the Tracy 29 Federal Number 1, October of 

2001. 

Q. Have you reviewed the w e l l f i l e s f o r these s i x 

wells? 

A. Yes, I have. 

Q. Are any of these w e l l s plugged and abandoned? 

A. No. 

Q. Are any of these w e l l s on approved temporary 

abandonment status? 

A. No. 

Q. Now I n o t i c e , l o o k i n g a t the column f o r l a s t 

p r o d u c t i o n and i n j e c t i o n f o r a l l of Yeso's w e l l s , the l a s t 

r e p o r t e d production or i n j e c t i o n f o r any w e l l i s August, 

2006? 

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

STEVEN T. 
(505) 

BRENNER, CCR 
989-9317 
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Q. I s Yeso f i l i n g production r e p o r t s now? 

A. No, they're not. 

Q. When was the l a s t r e p o r t of p r o d u c t i o n / i n j e c t i o n 

f i l e d ? For what time period was t h a t f i l e d ? 

A. I be l i e v e i t was i n A p r i l of 2006. 

Q. Uh-huh. 

A. Some of the other dates f o r as l a t e as August, 

2 006, were w e l l s t h a t were t r a n s f e r r e d a f t e r t h a t time. 

Q. So the August, 2006, production r e p o r t s weren't 

f i l e d by Yeso but by the previous operator? 

A. That's r i g h t . 

Q. The l a s t r e p o r t s f i l e d by Yeso —• 

A. — were A p r i l of 2006. 

Q. Have our d i s t r i c t inspectors checked the s i x 

w e l l s a t issue t o determine i f they are t r u l y i n a c t i v e or 

whether Yeso i s simply f a i l i n g t o f i l e p r o d u c t i o n r e p o r t s 

on those wells? 

A. They have done inspections on those. 

Q. Are E x h i b i t s 4 through 9 the w e l l i n s p e c t i o n 

h i s t o r i e s f o r those wells? 

A. Yes, they are. 

Q. Would you summarize f o r us whether these w e l l 

i n s p e c t i o n h i s t o r i e s show whether the w e l l s are i n a c t i v e or 

a c t i v e but not f i l i n g production reports? 

A. Sure. The Connie State Number 3, the l a s t 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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i n s p e c t i o n was i n '05. I t was an i d l e w e l l , i t was not 

a c t i v e , and the l a s t production date on t h a t one was 1998. 

The Connie State Number 4, a f t e r a r o u t i n e 

i n s p e c t i o n i n '05, once again the w e l l was i d l e , not 

producing. The l a s t production date was 1989. 

Cortland Myers Number 4, there was n o t i c e of 

i n t e n t t o plug the w e l l . That was approved i n February of 

'05, but no a c t i o n has been taken on t h a t i n t e n t . 

The Knight Number 5 i s the most r e c e n t l y 

inspected. There was a problem w i t h one of the i n s p e c t i o n s 

where th e r e was a known CSG leak. There were a number of 

leaks a t t h i s s i t e . The D i s t r i c t asked t h a t i t be plugged 

as soon as p o s s i b l e , and nothing has been done t o t h i s 

date. And the note i n t h a t i n s p e c t i o n r e p o r t shows t h a t 

t h i s w e l l i s a possible t h r e a t t o groundwater contamination 

and immediate a c t i o n should be r e q u i r e d , where t h e y ' l l 

submit the proper paperwork f o r a hearing. And t h e r e were 

fo u r follow-ups a f t e r t h a t t o see i f anything had been 

done, and there has been nothing done as l a t e as November 

of 2006 on t h i s w e l l . 

Q. Now Mr. Sanchez, I'm l o o k i n g a t an e n t r y on t h i s 

w e l l i n s p e c t i o n h i s t o r y dated 2-9 of 2 006. I t says 

plugging witnessed. What can you t e l l us about any 

attempts t o plug t h i s well? 

A. There has been a n o t i c e of i n t e n t t o plug i t , but 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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t o date nothing has been done a t a l l t o t r y t o plug t h a t 

w e l l . 

Q. Well, i t says plugging witnessed, attempt t o 

c i r c u l a t e — various i n f o r m a t i o n — 

A. Yeah, there was an attempt, I b e l i e v e , t w i c e t o 

go i n and plug the w e l l , and they were not able t o p r o p e r l y 

plug e i t h e r of those times, and they held o f f on i t u n t i l 

they could come up w i t h a way t o a c t u a l l y go i n t o t h a t w e l l 

and plug i t , but they've been unsuccessful t o t h i s p o i n t i n 

doing so. 

Q. So t o date t h i s w e l l i s s t i l l unplugged? 

A. Yes. 

Q. Do you know whether i t ' s capable of being 

plugged? What i s the s i t u a t i o n ? 

A. I t i s capable of being plugged, i t ' s j u s t a t a 

very high expense, and we believe t h a t ' s why they've held 

back on i t . 

EXAMINER EZEANYIM: Now excuse me. Now l e t me 

understand. When you say a plugging witnessed, does i t 

mean they went out t h e r e , plugged — What happened? When 

you say — 

THE WITNESS: At the time they went out t o t r y t o 

plu g , t h e r e was — one of our inspectors was out on s i t e t o 

witness the plugging i t s e l f . 

EXAMINER EZEANYIM: But i t d i d n ' t happen? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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THE WITNESS: I t d i d n ' t happen. The were not 

able t o get the proper plugging going. They were l o s i n g 

sacks of cement going down the hole. 

EXAMINER EZEANYIM: They were l o s i n g cement? 

THE WITNESS: Uh-huh. 

EXAMINER EZEANYIM: And then they abandoned i t ? 

THE WITNESS: Yes. 

EXAMINER EZEANYIM: Okay, go ahead. 

Q. (By Ms. MacQuesten) W i l l you t u r n t o the next 

well? 

A. That was the Las Cruces B Number 1. Last 

production date was i n 1998. There was a n o t i c e of i n t e n t 

t o p l u g i n 2 001 submitted, but there's been no a c t i o n taken 

since then. And f i n a l l y the Tracy 29 Federal Number 1, and 

the l a s t production was i n '01. I t ' s s t i l l an i d l e w e l l 

and i t hasn't been producing. 

Q. A l l r i g h t , thank you, Mr. Sanchez. I ' d l i k e t o 

go through Yeso's recent compliance h i s t o r y . Would you 

t u r n t o what's been marked as E x h i b i t Number 10, please? 

A. Yes. Okay. 

Q. Can you t e l l us what t h i s document is? 

A. This was a l e t t e r sent t o Yeso, a c t u a l l y covering 

a couple — or a number of issues. There was a request by 

Mr. Lee, who i s also the president of Yeso, t o become an 

operator. And the l e t t e r i s b a s i c a l l y t e l l i n g him t h a t — 

STEVEN T. BRENNER, CCR 
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or requesting i n f o r m a t i o n from him, showing t h a t he has not 

been a f f i l i a t e d w i t h Yeso, of course, over a c e r t a i n p e r i o d 

of time, which would a f f e c t h i s a b i l i t y t o be given s t a t u s 

as an operator under one of our r u l e s . 

Q. Why would t h a t be important? 

A. I f t h a t i n d i v i d u a l or e n t i t y was p a r t of an 

operator who was out of compliance w i t h Rule 40, t h i s would 

take away h i s a b i l i t y t o become an operator again a t t h a t 

p o i n t . 

Q. Was he so out of compliance w i t h Rule 40 a t the 

time t h i s l e t t e r was w r i t t e n ? 

A. Yes. 

Q. And does the l e t t e r n o t i f y both Mr. Lee and Yeso 

t h a t Yeso i s out of compliance w i t h Rule 40? 

A. Yes, i t does. 

Q. What was the basis f o r the f a i l u r e t o comply w i t h 

Rule 40? What issue was involved? 

A. They had more w e l l s out of compliance or on the 

i n a c t i v e l i s t than they were allowed. 

Q. Would you t u r n t o what's been marked as E x h i b i t 

Number 11, please? 

A. Okay. 

Q. Can you t e l l us what t h i s document is? 

A. This was a l e t t e r t o Yeso, t o t r y t o work w i t h 

them i n e s t a b l i s h i n g an agreed compliance order on t h e i r 

STEVEN T. BRENNER, CCR 
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i n a c t i v e w e l l s . 

Q. And what i s the date of t h i s l e t t e r ? 

A. J u l y 7th, 2006. 

Q. Could you t u r n t o what's been marked as E x h i b i t 

Number 12, please? 

A. Okay. 

Q. What i s t h i s l e t t e r ? 

A. This — 

Q. What i s t h i s document? 

A. This i s a copy of the agreed compliance order 

t h a t we're working w i t h Yeso on. 

Q. And t h i s i s the order t h a t was a c t u a l l y entered 

i n t o by Yeso? 

A. Yes, i t i s . 

Q. What i s the date of t h i s agreed compliance order? 

A. This was dated i n J u l y of 2006. 

Q. Did i t give Yeso a deadline f o r b r i n g i n g w e l l s 

i n t o compliance? 

A. Yeah, December 31st of 2 006. 

Q. Was there a penalty i f Yeso f a i l e d t o meet t h a t 

deadline? 

A. Yes, there was. I t was $1000 per w e l l . 

Q. How many w e l l s are covered by t h i s agreed 

compliance order? 

A. There are f o u r . 

STEVEN T. BRENNER, CCR 
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Q. Of those four w e l l s , are any of those w e l l s a t 

issue i n the A p p l i c a t i o n today? 

A. Three of the w e l l s are. 

Q. Which ones? 

A. The Connie C States Number 3 and 4 and the Tracy 

29 Federal Number 1. 

Q. So t h i s A p p l i c a t i o n deals w i t h t h r e e w e l l s t h a t 

were subject t o an agreed compliance order and t h r e e w e l l s 

t h a t were not subject t o t h i s agreed compliance order; i s 

t h a t r i g h t ? 

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

Q. Why d i d we include w e l l s not subject t o the 

agreed compliance order? 

A. These w e l l s became p a r t of the i n a c t i v e w e l l l i s t 

a f t e r the agreed compliance order had been entered i n t o . 

Q. Were they acquired by Yeso a f t e r the agreed 

compliance order was entered into? 

A. Yes, they were. 

Q. Could you t u r n t o what's been marked as E x h i b i t 

Number 13, please? 

A. Okay. 

Q. I s t h a t a change-of-operator form showing the 

w e l l s t h a t were acquired by Yeso a f t e r the e n t r y of the 

agreed compliance order? 

A. Yes, i t i s . 

STEVEN T. BRENNER, CCR 
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Q. I n c l u d i n g the three w e l l s t h a t were i n a c t i v e and 

are now subject t o t h i s A p p l i c a t i o n ? 

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

Q. Could you t u r n t o what's been marked as E x h i b i t 

Number 14, please? 

A. Okay. 

Q. Can you t e l l us what t h i s document is? 

A. This i s a c a n c e l l a t i o n of a u t h o r i t y t o t r a n s p o r t 

from or i n j e c t i n t o w e l l s operated by Yeso. 

Q. What's the date of t h i s l e t t e r ? 

A. November 20th, 2006. 

Q. Why was i t issued? 

A. Yeso f a i l e d t o r e p o r t any of i t s production from 

A p r i l of 2006 forward, and have y e t t o r e p o r t production. 

Q. So they s t i l l haven't f i l e d the missing 

produ c t i o n reports? 

A. No, they haven't. 

Q. I s t h i s c a n c e l l a t i o n of a u t h o r i t y t o t r a n s p o r t 

and i n j e c t s t i l l i n e f f e c t ? 

A. Yes, i t i s . 

Q. Would you t u r n t o what has been marked as E x h i b i t 

15, please? 

A. Yes. 

Q. Can you t e l l us what t h i s document is? 

A. This was a l e t t e r from Yeso t o myself asking f o r 
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an extension on t h e i r agreed compliance order, a 45-day 

extension beyond the deadline, s t a t i n g t h a t they had sold 

the Yates State Number 1 and were planning t o s e l l , or a 

sale was i n process f o r the Connie C State Number 3 and 4 

and t h a t they were attempting t o get the Tracy 29 Federal 

plugged. 

Q. Now the Connie C State 3 and 4 have not t o date 

been t r a n s f e r r e d , have they? 

A. No, they haven't. 

Q. And the Tracy 29 Federal has not been r e s t o r e d t o 

compliance? 

A. No, i t hasn't. 

Q. What was the OCD's response t o the request f o r an 

extension? 

A. We denied the request. 

Q. I s E x h i b i t Number 16 the l e t t e r denying t h a t 

request? 

A. Yes, i t i s . 

Q. Can you t u r n t o what's been marked E x h i b i t 17, 

please? 

A. Okay. 

Q. What i s t h i s document? 

A. This i s another l e t t e r t o Mr. Lee t e l l i n g him 

t h a t we've received t h e i r $3000 penalty check from the ACO, 

and t h a t we would not be extending the ACO any f a r t h e r . 
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Q. So Mr. Lee — or I should say Yeso — d i d pay a 

penalty f o r f a i l i n g t o comply w i t h the agreed compliance 

order? 

A. Yes, they d i d . 

Q. Has the OCD been contacted by Yeso since the 

f i l i n g of the A p p l i c a t i o n f o r hearing i n t h i s case? 

A. Yes, they have. 

Q. I s E x h i b i t 18 a c o l l e c t i o n of the e-mails t h a t 

have been exchanged w i t h Yeso Energy, I n c . , a f t e r the 

f i l i n g of the App l i c a t i o n ? 

A. Yes, i t i s . 

Q. Yeso had spoken about t r a n s f e r r i n g the w e l l s . To 

date have any documents been f i l e d t o t r a n s f e r the w e l l s t o 

another operator? 

A. No. 

Q. Have you received any contact from Yeso y o u r s e l f 

since the f i l i n g of the App l i c a t i o n ? 

A. No. 

Q. I n d i r e c t l y have you received any messages? 

A. No. 

Q. So t o summarize from the a c t i v i t y you've 

t e s t i f i e d t o , the operator has been aware of the need t o 

address i n a c t i v e w e l l s since a t l e a s t the l e t t e r of March 

8, 2006? 

A. That's c o r r e c t . 
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Q. And the OCD entered i n t o an agreed compliance 

order t o give him time t o b r i n g the w e l l s i n t o compliance? 

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

Q. And t h a t compliance order also allowed him the 

o p p o r t u n i t y t o t r a n s f e r and acquire a d d i t i o n a l w e l l s — 

A. Yes, i t d i d . 

Q. — despite the lack of compliance? 

A. Yes. 

Q. And a t the end of t h a t order he requested an 

a d d i t i o n a l 45 days t o r e t u r n the w e l l s t o compliance? 

A. Yes. 

Q. And t h a t was granted, but no a c t i v i t y was 

reported? 

A. That was t r u e . 

Q. And now he's saying t h a t he's planning t o s e l l 

the wells? 

A. Yes, he's planning — you know, he's been 

planning t o s e l l the w e l l s f o r some time, but he's never 

taken any a c t i o n on h i s . . . 

Q. I f he's planning on s e l l i n g the w e l l s , why should 

we go forward w i t h t h i s hearing? 

A. I f he does a c t u a l l y go through and t r a n s f e r the 

w e l l s , we would want an order i n place so t h a t whoever ends 

up purchasing those w e l l s would s t i l l have t o b r i n g those 

w e l l s i n t o compliance. 
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Q. So we could approach the new operator and r e q u i r e 

t h a t he enter i n t o an order before approving the t r a n s f e r ? 

A. Yes. 

Q. What deadline would you ask the Examiner t o put 

i n the compliance order? 

A. I ' d be looking a t August 30th of t h i s year, 2 007. 

Q. Why t h a t date? 

A. We've given Yeso a considerable amount of time t o 

take care of these issues, i n c l u d i n g any t r a n s f e r s t h a t 

they may be t r y i n g t o do, and we f e e l t h i s i s more than 

enough time t o f i n i s h t h a t up. 

Q. What penalty are you asking the Examiner t o put 

i n the order? 

A. We're asking t h a t Yeso s t i l l be penalized $1000 

on each of the s i x w e l l s t h a t are i n question i n t h i s 

f i l i n g f o r t h e i r past misconduct, t h e i r lack of compliance, 

plus $1000 per w e l l per month u n t i l compliance i s met on 

the t r a n s f e r or t h i s order i s approved. 

Q. Mr. Sanchez, i f Yeso were able t o t r a n s f e r the 

w e l l s tomorrow would you s t i l l be asking f o r a $6000 

pena l t y f o r the past — 

A. Yes. 

Q. — lack of compliance? 

MS. MacQUESTEN: I would move t o admit E x h i b i t s 1 

through 18. 
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EXAMINER EZEANYIM: E x h i b i t s 1 through 18 w i l l be 

admitted. 

Do you have any questions? Do you have any 

questions? 

EXAMINER BROOKS: Yeah, I had a question f o r the 

witness here. 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. I'm sor r y — Yes, t h i s i s E x h i b i t Number 7. I t ' s 

the one where they attempted t o plug the w e l l . I know some 

of the jargon i n these r e p o r t s and I don't know others of 

i t . I t would appear t h a t — f i s h a t 170 f e e t , t h a t they 

l o s t something i n the hole, and then they say l o s t spear i n 

the hole, and I assume t h a t ' s some — I would have assumed 

t h a t ' s some equipment t h a t they were attempting t o remove 

what was p r e v i o u s l y i n the hole w i t h . 

Can you t r a n s l a t e t h a t e n t r y f o r me? What i t 

says below "Plugging Witnessed"? I t looks l i k e NIRU — no, 

t h a t ' s not an N, t h a t ' s probably an M — 

A. M. 

Q. — there appears — appears t o be a backwards N. 

And then NU — 

A. — BOP — 

Q. — BOP — 

A. — TBG — 

STEVEN T. BRENNER, CCR 
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Q. — which normally means blowout preventer. TBG I 

assume i s t u b i n g . 

A. Fish. 

Q. Fish means t h a t something was l o s t i n the hole, I 

guess — 

A. Uh-huh — 

Q. — the t u b i n g — 

A. — a t 170 f e e t . 

Q. — a t 170 f e e t . What does NIRU mean, do you 

know? 

A. I do not know t h a t . 

Q. Or NU, do you know that ? 

A. No. 

Q. Neither do I . Do you know what the spear — what 

spear means? I'm i n c l i n e d t o assume i t ' s some k i n d of 

equipment t h a t they were using t o remove, t o attempt t o 

f i s h the t u b i n g — 

A. That's what I understood from the in s p e c t o r , i t 

was a t o o l , a f i s h i n g t o o l . 

Q. That was what I was assuming, t h a t i t c a l l s t o 

mind p i c t u r e s of someone digg i n g a hole i n the i c e and 

attempting t o spear a f i s h t h a t ' s swimming by. Anyway, 

thank you. 

MS. MacQUESTEN: Mr. Brooks, on t h a t p o i n t I 

don't know the answer t o those questions e i t h e r , but I 
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b e l i e v e there's a sundry n o t i c e i n the f i l e t h a t may give 

more d e t a i l on what happened on t h a t . 

EXAMINER BROOKS: I n the w e l l f i l e ? 

MS. MacQUESTEN: I n the w e l l f i l e — 

EXAMINER BROOKS: Okay — 

MS. MacQUESTEN: — i f you'd care t o —• 

EXAMINER BROOKS: — very good — 

MS. MacQUESTEN: — take a d m i n i s t r a t i v e — 

EXAMINER BROOKS: — thank you. 

MS. MacQUESTEN: — n o t i c e of i t . 

EXAMINER BROOKS: I had another question f o r 

counsel, Ms. MacQuesten. 

We have been deal i n g w i t h t h i s issue of how t o 

s t r u c t u r e penalty assessments i n compliance cases, and my 

view has been, and the advice I've given the Bureau i n 

cases t h a t have come up before has been t h a t , assuming we 

have the a u t h o r i t y t o assess p e n a l t i e s , which we do assume 

even though t h a t issue i s i n l i t i g a t i o n u n t i l we get a 

r u l i n g , t h a t i t would r e q u i r e — under normal due process, 

t h a t i t would r e q u i r e a n o t i c e and hearing a f t e r the 

conduct which i s being penalized. 

So t h a t i f we put a p r o v i s i o n f o r assessment of 

orders f o r f a i l u r e t o comply a f t e r the order i s entered, 

t h a t t h a t would simply be an admonition, and i t would s t i l l 

r e q u i r e t h a t we send n o t i c e and hearing — n o t i c e and give 
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another hearing a f t e r t h a t conduct had occurred. Do you 

agree w i t h t h a t ? 

MS. MacQUESTEN: I do. When an order i s issued 

saying t h a t a penalty w i l l be assessed i f the operator 

f a i l s t o comply w i t h the order, r e a l l y a l l i t does i s put 

the operator on n o t i c e of the i n t e n t i o n of the Hearing 

Examiner, how the Hearing Examiner would t r e a t t h a t issue 

were we t o come back and say the operator f a i l e d t o comply. 

But we would s t i l l have t o come back i n and show 

t h a t — what time period had elapsed, and t h a t the a c t i o n 

had not been taken and so f o r t h . 

EXAMINER BROOKS: Yeah, there would have t o be a 

subsequent hearing a t which the s p e c i f i c conduct was shown. 

That 1s what I thought. 

MS. MacQUESTEN: That's r i g h t , we wouldn't take 

the order t h a t was issued and then t r y t o c o l l e c t the 

pena l t y w i t h o u t coming back and g e t t i n g an order 

e s t a b l i s h i n g a d e f i n i t e amount. 

EXAMINER BROOKS: Thank you, t h a t ' s a l l I have. 

EXAMINER EZEANYIM: Now I don't understand t h i s 

l e g a l argument you are making now. Are you saying t h a t i f 

a penalty i s imposed and they pay the penalty, you s t i l l 

come t o hearing t o c o l l e c t penalty, or they d i d n ' t pay the 

pena l t y — You know, i f they don't pay the penalty, you — 

you can come back t o hearing, t h a t ' s what I understand. 
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But — 

MS. MacQUESTEN: No, i t ' s — 

EXAMINER EZEANYIM: I don't — 

MS. MacQUESTEN: — i t ' s — 

EXAMINER EZEANYIM: — I don't understand what 

you are saying here. Even though the s t a t u t e s d i d n ' t make 

d i s t i n c t i o n who i s going t o pay penalty. Correct me i f I'm 

wrong. Talk about a d m i n i s t r a t i v e p e n a l t i e s and c i v i l 

p e n a l t i e s . They're two d i f f e r e n t t h i n g s , and w e ' l l be 

using t h i s a d m i n i s t r a t i v e hearing t h a t we're conducting 

here t o , you know, impose p e n a l t i e s q u i c k e s t , I mean 

compared w i t h what you ask i n c i v i l p e n a l t i e s and d i s t r i c t 

c o u r t . 

So i t ' s my b e l i e f t h a t most of these operators, 

prudent operators, would l i k e t o l i s t e n t o OCD, pay the — 

you know, the pennies we penalized them, instead of going 

t o d i s t r i c t c o u r t w i t h a l l the cour t costs, a t t o r n e y fees 

and e v e r y t h i n g . And our understanding, can prove t h a t they 

have, you know, contaminated a l l the waters of New Mexico 

and c o l l e c t a b i g f i n e . And t h a t ' s c i v i l p enalty. 

So although we are not g i v i n g t h a t penalty and 

you attor n e y s — you say, Well, l e g a l l y we are not supposed 

t o c o l l e c t any penalty. But I wish the — between c i v i l 

and a d m i n i s t r a t i v e p e n a l t i e s . 

What we are c o l l e c t i n g here, you c o l l e c t $3000. 
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But these w e l l s — these w e l l s have been i n a c t i v e since 

1988. That's my p o i n t . And you're only c o l l e c t i n g $3000 

and there you w i l l have t o go t o hearing again w i t h 

everybody's time t o c o l l e c t $3000 f o r v i o l a t i n g t h i s r u l e 

since 1988. 

MS. MacQUESTEN: Mr. Examiner, i f I may, the r e 

are several questions wrapped up i n t h a t statement, and 

ther e are several d i f f e r e n t issues. 

What Mr. Brooks was asking was, how do we go 

about d e a l i n g w i t h p e n a l t i e s f o r f u t u r e misconduct? What 

we're asking f o r i n t h i s case are two d i f f e r e n t types of 

p e n a l t i e s . We're asking f o r a penalty f o r h i s past 

misconduct t h a t from the time of the agreed compliance 

order and h i s f a i l u r e t o comply w i t h t h a t u n t i l today, 

we're asking f o r $1000 per w e l l or $6000. I f you issue an 

order saying t h a t he must pay $6000 f o r h i s past 

misconduct, he would need t o pay t h a t or challenge i t . 

EXAMINER EZEANYIM: Okay. 

MS. MacQUESTEN: That would be an order t h a t we 

could then take forward. 

What Mr. Brooks was saying i s , how can we issue 

an order t h a t would impose a penalty f o r f u t u r e misconduct, 

misconduct t h a t hasn't happened yet? 

EXAMINER EZEANYIM: Oh, okay. 

MS. MacQUESTEN: And our discussion was t h a t you 
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could put i n the order an admonition t h a t i f the operator 

f a i l s t o comply w i t h your order, a d d i t i o n a l p e n a l t i e s w i l l 

be assessed, but we would need t o come back t o you and 

prove t h a t the operator had not completed the c o r r e c t i v e 

a c t i o n by the deadline, show you which w e l l s were not i n 

compliance and so f o r t h , f o r you t o a c t u a l l y assess a 

d e f i n i t e amount f o r t h a t a d d i t i o n a l noncompliance. 

Now a l l of t h i s i s a separate issue from whether 

we have the a u t h o r i t y t o assess p e n a l t i e s a t a l l . That's 

not something f o r t h i s — 

EXAMINER EZEANYIM: Yeah. 

MS. MacQUESTEN: — t r i b u n a l t o decide. I ' d be 

happy t o make the argument t o you as t o why I b e l i e v e we 

can, but t h a t ' s not r e a l l y the issue t h a t needs t o be 

decided today. 

EXAMINER EZEANYIM: I understand t h a t , yeah. 

MS. MacQUESTEN: Now you understand t h a t any 

order t h a t you issue, i f the operator f a i l s t o pay we have 

t o go t o d i s t r i c t c o u r t t o c o l l e c t t h a t money. We have t o 

t r a n s l a t e your order i n t o an enforceable order t h a t we can 

take t o a s h e r i f f and get the c o l l e c t i o n . But again, 

t h a t ' s a separate issue t h a t comes a f t e r t h i s proceeding. 

EXAMINER EZEANYIM: Okay, good. 

Do you have any more? 

EXAMINER BROOKS: Nothing f u r t h e r . 
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EXAMINER EZEANYIM: Okay. What are you asking 

now, $6000? He has paid $3000 already. Are you asking 

$6000 above and beyond t h i s $3000 — 

MS. MacQUESTEN: Yes, we are. Yes, we are, f o r 

h i s f a i l u r e t o comply a f t e r the agreed compliance order. 

EXAMINER EZEANYIM: And t h a t ' s what you are — t o 

be knowing and w i l l f u l ? 

MS. MacQUESTEN: Yes. 

EXAMINER EZEANYIM: And t h a t ' s where you are 

g e t t i n g the $6000 from. 

EXAMINATION 

BY EXAMINER EZEANYIM: 

Q. Okay. You say you wanted t o have them — plug 

the w e l l , abandon the well? What do you want them t o do by 

August 30th? You mentioned something August 3 0th? 

A. To come i n t o compliance by e i t h e r t e m p o r a r i l y 

abandoning and plugging them or t r a n s f e r r i n g those w e l l s t o 

another e n t i t y . 

Q. Okay. And i f by August 3 0 they d i d n ' t do t h a t , 

what happens? 

A. Then those p e n a l t i e s would be ap p l i e d . 

MS. MacQUESTEN: Mr. Examiner, a t t h a t p o i n t we 

would ask t h a t the OCD be given the a u t h o r i t y t o plug the 

w e l l s — 

EXAMINER EZEANYIM: Yeah. 
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MS. MacQUESTEN: — and f o r f e i t the a p p l i c a b l e 

f i n a n c i a l assurance t o pay f o r i t . 

EXAMINER EZEANYIM: Okay. App l i c a b l e assurance 

i s about $50,000, $5000, $5000 — I s t h a t the whole $60,000 

or a l l of them? I s t h a t — 

MS. MacQUESTEN: Well, i t depends on which 

w e l l — 

EXAMINER EZEANYIM: — i s — 

MS. MacQUESTEN: — we need t o — 

EXAMINER EZEANYIM: Okay, okay. 

MS. MacQUESTEN: — t o apply the f i n a n c i a l 

assurance t o . The $50,000 i s a blanket f i n a n c i a l assurance 

t h a t would be ap p l i c a b l e t o any of the w e l l s , but the 

s i n g l e - w e l l f i n a n c i a l assurances could only be used t o plug 

the w e l l t o which t h a t assurance a p p l i e s . 

Q. (By Examiner Ezeanyim) Did anybody from Yeso — 

I know you d i d a l l t h i s t o — p u b l i c n o t i c e t o v e r i f y — 

Did you t a l k t o anybody, maybe c a l l them and say we are 

going t o hearing, or j u s t through t h i s m a i l i n g — mailings? 

Did you t a l k t o anybody? 

A. I haven't t a l k e d t o anybody. 

MS. MacQUESTEN: Mr. Examiner, the e-mail 

exchange, which i s the f i n a l e x h i b i t — 

EXAMINER EZEANYIM: Yeah. 

MS. MacQUESTEN: — there's an exchange between 
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myself and Mr. Gene Lee of Yeso a f t e r the A p p l i c a t i o n was 

f i l e d . He was aware of the hearing and i n f a c t asked f o r a 

continuance. That's why we're here today and not on the 

o r i g i n a l hearing date. So they are d e f i n i t e l y aware of the 

hearing. 

EXAMINER EZEANYIM: Okay. Could you summarize 

again what you are asking f o r i n t h i s case? 

MS. MacQUESTEN: We're asking f o r an order 

r e q u i r i n g Yeso t o r e t u r n the s i x w e l l s a t issue t o 

compliance w i t h Rule 201 by the end of August, 2007. They 

can r e t u r n the w e l l s t o compliance by r e t u r n i n g them t o 

produ c t i o n , by p l a c i n g them on approved temporary 

abandonment s t a t u s , or by plugging and abandoning them. 

They can also t r a n s f e r the w e l l s t o another operator, a t 

which p o i n t the other operator would be responsible f o r the 

w e l l s . 

We are also asking f o r a $6000 penalty because of 

Yeso's f a i l u r e t o comply t o date. We are asking t h a t the 

order c o n t a i n an admonition t h a t i f Yeso f a i l s t o meet the 

deadline, t h a t a d d i t i o n a l p e n a l t i e s w i l l be imposed a t a 

r a t e of $1000 per w e l l per month t h a t Yeso f a i l s t o r e t u r n 

them t o compliance a f t e r the deadline i n the order. 

We are also asking f o r a u t h o r i t y f o r the OCD t o 

plug the w e l l s i f Yeso f a i l s t o plug them by the deadline, 

and f o r the OCD t o be able t o f o r f e i t the a p p l i c a b l e 
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f i n a n c i a l assurance. 

Q. (By Examiner Ezeanyim) When you consider the 

a b i l i t y t o t r a n s p o r t , Form C-104, when you consider t h a t 

form, are they s t i l l t r a n s p o r t i n g ? And I mean c o n t r a r y t o 

what you are — ? 

A. They shouldn't be t r a n s p o r t i n g r i g h t now. 

Q. What are they doing? Did they — 

A. Whether they are or not, we're not sure a t t h i s 

p o i n t . 

Q. But — operator i n New Mexico? 

A. Yes. 

Q. So i t means t h a t they shouldn't be t r a n s p o r t i n g 

anything — 

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

Q. — because they're i n v i o l a t i o n of Rule 40, apart 

from other v i o l a t i o n s . 

A. That's r i g h t . 

EXAMINER EZEANYIM: I have no f u r t h e r questions. 

EXAMINER BROOKS: Have the t r a n s p o r t e r s t h a t have 

been — t h a t are noted on the e x i s t i n g C-104S been n o t i f i e d 

t h a t he no longer has the a u t h o r i t y t o t r a n s p o r t ? 

MS. MacQUESTEN: Mr. Brooks, I'm not sure we were 

able t o do t h a t . We have a number of operators t h a t are 

under these c a n c e l l a t i o n s of a u t h o r i t y . On some of them 

i t ' s easy t o determine — or r e l a t i v e l y easy t o determine 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

33 

who the t r a n s p o r t e r i s . On others i t ' s not. I don't 

b e l i e v e t h a t we were able t o n o t i f y the t r a n s p o r t e r s of 

Yeso Energy, but I can't be c e r t a i n . 

EXAMINER BROOKS: Very good. Thank you. 

MS. MacQUESTEN: Unfor t u n a t e l y t h e r e are some 

where we've t r i e d t o n o t i f y the t r a n s p o r t e r s , but the r e are 

over 20 possi b l e t r a n s p o r t e r s . We don't do a good j o b of 

t r a c k i n g who the cu r r e n t t r a n s p o r t e r i s , so t h a t hasn't 

been the s o l u t i o n we hoped i t would be. 

EXAMINER BROOKS: Very good. Thank you. 

EXAMINER EZEANYIM: Anything f u r t h e r ? 

MS. MacQUESTEN: No, thank you. 

EXAMINER EZEANYIM: At t h i s p o i n t Case Number 

13,921 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

8:58 a.m.) 

* * * 

? 4m her«fay certify that t h * foregoing i* 
a complete record of th® proceeding* 
tha Examiner hear! 
heard by me og 
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