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

9:59 a.m.: 

EXAMINER JONES: And l e t ' s c a l l Case 13,859, 

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 Pronghorn Management 

Corporation. 

C a l l f o r appearances. 

MS. MacQUESTEN: Mr. Examiner, G a i l MacQuesten 

re p r e s e n t i n g the O i l Conservation D i v i s i o n . I have two 

witnesses. 

EXAMINER JONES: Any other appearances? 

MR. PADILLA: Mr. Examiner, Ernest L. P a d i l l a f o r 

Pronghorn Management Corporation. I have one witness. 

EXAMINER JONES: Any other appearances? 

W i l l the witnesses — a l l witnesses please stand 

t o be sworn? 

(Thereupon, witnesses Sanchez and Baber were 

sworn.) 

MS. PROUTY: Oh, excuse me, I — 

EXAMINER JONES: Okay, w i l l one more witness 

please stand t o be sworn? Sorry. 

(Thereupon, witness Prouty was sworn.) 

EXAMINER JONES: Okay, I j u s t n o t i c e d these are 

two cases, two compliance cases against Pronghorn 

Management. Do you want these t o be c a l l e d — Do you guys 

STEVEN T. BRENNER, CCR 
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want these t o be c a l l e d concurrently? 

MS. MacQUESTEN: Mr. Examiner, I had requested i n 

the prehearing statement t h a t we hear these two cases 

together. That i s because the evidence t h a t w i l l be 

presented i n Case 13,859 i s also r e l e v a n t t o Case 14,052, I 

completely overlap. So — 

EXAMINER JONES: Okay. 

MS. MacQUESTEN: — i n an e f f o r t t o save time, I 

thought i t would be best t o present the evidence t o g e t h e r 

and then ask t h a t you issue separate orders i n the two 

cases. 

EXAMINER JONES: Okay, t h a t ' s — I s t h a t okay? 

MR. PADILLA: That's the way I understood i t , 

your Honor. 

EXAMINER JONES: I overlooked t h a t , I'm s o r r y . 

Let's go ahead and c a l l Case 14,052 also , 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 Pronghorn Management Corporation. 

And I assume the same appearances i n these two 

cases? 

MR. PADILLA: Yes. 

MS. MacQUESTEN: Yes. 

EXAMINER JONES: Same witnesses? Okay. 

MS. MacQUESTEN: Mr. Examiner, we are here on two 

r e l a t e d compliance actions against Pronghorn Management 

STEVEN T. BRENNER, CCR 
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Corporation. 

Case 13,859 i s an e x i s t i n g case. We are asking 

you t o reopen t h a t case and issue an order r e q u i r i n g 

Pronghorn t o show cause why an a d d i t i o n a l p e n a l t y should 

not be imposed and why an order should not be entered 

f i n d i n g Pronghorn i n v i o l a t i o n of an order r e q u i r i n g 

c o r r e c t i v e a c t i o n . 

The o r i g i n a l order i n Case 13,859 found Pronghorn 

had f i l e d f a l s e r e p o r t s of production on 11 i n a c t i v e w e l l s . 

The order r e q u i r e d Pronghorn t o take c e r t a i n c o r r e c t i v e 

a c t i o n and t o pay a penalty. Pronghorn has not taken the 

c o r r e c t i v e a c t i o n and has not paid the penalty. 

The order i n t h a t case s p e c i f i c a l l y s t a t e d t h a t 

i f Pronghorn d i d n ' t pay the penalty, the OCD should 

i n i t i a t e f u r t h e r enforcement a c t i o n , i n c l u d i n g i m p o s i t i o n 

of a d d i t i o n a l p e n a l t i e s . So we are here today t o make t h a t 

request of you. 

Because Pronghorn not only f a i l e d t o pay the 

pena l t y but f a i l e d t o take the c o r r e c t i v e a c t i o n r e q u i r e d 

by the order, we are also asking t h a t you enter an order 

f i n d i n g t h a t Pronghorn has f a i l e d t o take c o r r e c t i v e a c t i o n 

r e q u i r e d i n the order issued i n Case 13,859. We are asking 

f o r t h i s order under Rule 40.A.(2). Once such an order i s 

entered, Pronghorn w i l l be i n v i o l a t i o n of Rule 40 u n t i l i t 

comes back before you and proves t h a t i t has taken the 

STEVEN T. BRENNER, CCR 
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c o r r e c t i v e a c t i o n t h a t you required i n t h a t order. 

That's the f i r s t case. 

The second matter we are here on today i s a new 

compliance a c t i o n against Pronghorn, and t h a t i s Case 

14,052. We are asking f o r an order under Section 70-2-14.B 

which s t a t e s t h a t i f an operator v i o l a t e s any p r o v i s i o n of 

the O i l and Gas Act or any r u l e issued pursuant t o t h a t 

a c t , the D i v i s i o n may order any w e l l plugged and abandoned. 

We are here asking f o r an order r e q u i r i n g 

Pronghorn t o plug and abandon a l l of i t s w e l l s . That i s 

based on i t s h i s t o r y of noncompliance. And as you w i l l 

hear i n the testimony today, the D i v i s i o n has t r i e d every 

p o s s i b l e way of o b t a i n i n g compliance from Pronghorn, short 

of requesting an order t h a t i t plug a l l i t s w e l l s , 

i n c l u d i n g l e t t e r s of v i o l a t i o n , agreed compliance orders, 

c a n c e l l a t i o n s of a u t h o r i t y , and orders issued through the 

Examiner and the Commission. 

I n asking f o r t h i s remedy, th e r e i s an 

a l t e r n a t i v e f o r Pronghorn i f i t wishes not t o p l u g i t s 

w e l l s , and t h a t i s t o t r a n s f e r i t s w e l l s t o another 

operator. 

B a s i c a l l y what we're saying w i t h t h i s a c t i o n i s 

t h a t based on Pronghorn's past noncompliance and i t s 

i n a b i l i t y t o come i n t o compliance, we no longer want 

Pronghorn operating w e l l s i n New Mexico. 

STEVEN T. BRENNER, CCR 
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There's an evidence packet i n f r o n t of you. 

E x h i b i t 1 i s an a f f i d a v i t from Dorothy P h i l l i p s , 

the D i v i s i o n ' s f i n a n c i a l assurance a d m i n i s t r a t o r . I t 

sta t e s t h a t Pronghorn has a $50,000 cash bond t o secure the 

plugging of i t s w e l l s . 

I f you t u r n t o the l a s t page of E x h i b i t 1, i t 

also shows t h a t Pronghorn has not f i l e d s i n g l e w e l l 

f i n a n c i a l assurances f o r i t s s t a t e and fee w e l l s t h a t have 

been i n a c t i v e f o r more than two years. That requirement 

became e f f e c t i v e on January 1, 2 008. 

E x h i b i t 2 i s the a f f i d a v i t of s e r v i c e f o r Case 

13,859, and E x h i b i t 3 i s the a f f i d a v i t of s e r v i c e f o r Case 

14,052. 

And w i t h t h a t , I would l i k e t o c a l l Mr. Daniel 

Sanchez. 

DANIEL SANCHEZ. 

the witness he r e i n , a f t e r having been f i r s t d u l y 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. Mr. Sanchez, would you please s t a t e your name f o r 

the record? 

A. Daniel Sanchez. 

Q. By whom are you employed? 

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

STEVEN T. BRENNER, CCR 
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Q. And what i s your t i t l e there? 

A. Compliance and enforcement manager. 

Q. As compliance and enforcement manager, do you 

oversee the enforcement actions of the d i s t r i c t o f f i c e s ? 

A. Yes, I do. 

Q. And are you f a m i l i a r w i t h the enforcement a c t i o n s 

taken against Pronghorn? 

A. Yes, I am. 

Q. Would you please t u r n t o what has been marked as 

E x h i b i t Number 4. I s t h i s the w e l l l i s t showing a l l the 

w e l l s operated by Pronghorn i n New Mexico t h a t have not 

been completely plugged and released? 

A. Yes, i t i s . 

Q. And how many w e l l s appear on t h a t l i s t ? 

A. T h i r t y - n i n e . 

Q. Are those the same 39 w e l l s t h a t appeared on the 

l i s t attached t o the A p p l i c a t i o n i n Case 14,054 which was 

f i l e d back i n November? 

A. Yes, they are. 

Q. With the same color-coding of those wells? 

A. Yes. 

Q. When was the l i s t t h a t i s E x h i b i t Number 4 

generated? 

A. On January 8th, 2008, Wednesday [ s i c ] . 

Q. So t h i s i s an updated v e r s i o n of the l i s t t h a t 

STEVEN T. BRENNER, CCR 
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was attached t o the A p p l i c a t i o n i n t h i s case? 

A. Yes, i t i s . 

Q. What i s the s i g n i f i c a n c e of the c o l o r 

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

A. The c o l o r h i g h l i g h t i n g i s t o s i m p l i f y our review 

of the d i f f e r e n t w e l l s and what actions are going t o be 

taken against them. 

Q. Okay. And does the c o l o r code i n d i c a t e t h a t the 

w e l l i s e i t h e r subject t o a compliance order or we have an 

a l l e g a t i o n t h a t there i s a v i o l a t i o n on t h a t w e l l ? 

A. Yes. 

Q. And i s every w e l l on Pronghorn's l i s t c o l o r -

coded? 

A. Yes, they are. 

Q. I ' d l i k e t o go through each c o l o r , s t a r t i n g w i t h 

the blue w e l l s . 

And Mr. Examiner, i f you could keep E x h i b i t 

Number 4 handy as we go through the testimony, w e ' l l be 

r e f e r r i n g t o i t as we go through a l l of the d i f f e r e n t 

v i o l a t i o n s i n t h i s case. 

Mr. Sanchez, are the 11 blue w e l l s the su b j e c t of 

a previous compliance action? 

A. Yes, they are. 

Q. And what a c t i o n was that? 

A. They were the w e l l s t h a t were — t h a t we brought 

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 

14 

on f a l s e r e p o r t i n g . 

Q. I s t h a t Case 13,589? 

A. Yes, i t was. 

Q. And t h a t ' s the case t h a t i s also the s u b j e c t of 

the show-cause motion? 

A. Yes. 

Q. Can you t e l l us very b r i e f l y about the 

a l l e g a t i o n s of f a l s e r e p o r t i n g i n t h a t case? 

A. Yes, we had sent out an i n s p e c t o r , out of the 

Hobbs D i s t r i c t O f f i c e , t o take a look a t some of the w e l l s . 

And d u r i n g those inspections they determined t h a t t h e r e was 

no way t h a t they could be operating. And we reviewed the 

records from Pronghorn and they showed pr o d u c t i o n on those 

w e l l s from t h a t time frame. 

Q. A l l r i g h t , would you please t u r n t o what has been 

marked as E x h i b i t Number 5, please? 

A. Okay. 

Q. I s t h i s a summary of the evidence t h a t was 

presented a t the hearing i n Case 13,859? 

A. Yes, i t i s . 

Q. And i n f a c t was t h i s summary i t s e l f an e x h i b i t i n 

t h a t case? 

A. I t was. 

Q. I f you could look a t the second column on E x h i b i t 

Number 5, i t ' s t i t l e d I nspection Comment Summary. What i s 

STEVEN T. BRENNER, CCR 
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A. I t shows the d i f f e r e n t v i o l a t i o n s t h a t were 

a l l e g e d f o r t h a t w e l l during the d i f f e r e n t time periods. 

Q. Where does the i n f o r m a t i o n i n t h a t column come 

from? 

A. From RBDMS, our t r a c k i n g system f o r i n s p e c t i o n s . 

Q. And who enters t h a t information? 

A. The various f i e l d inspectors — 

Q. So t h i s i s — 

A. — from the d i s t r i c t . 

Q. — t h i s i s a summary of the i n s p e c t i o n h i s t o r i e s 

t h a t were conducted on the various wells? 

A. Yes. 

Q. And those i n s p e c t i o n h i s t o r i e s r e f l e c t 

circumstances t h a t would suggest t h a t these w e l l s were not 

producing; i s t h a t r i g h t ? 

A. That's r i g h t . 

Q. Now the next two columns, O i l Reports and Gas 

Reports, do they show the months f o r which we received 

r e p o r t s from Pronghorn i n d i c a t i n g production on those 

wells? 

A. Yes, they do. 

Q. When we though, according t o the evidence, those 

w e l l s could not have been producing? 

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

STEVEN T. BRENNER, CCR 
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Q. The Notice column, what does t h a t show? 

A. I t ' s the dates t h a t there were issuances of 

l e t t e r s of v i o l a t i o n t o Pronghorn — 

Q. So Prong- — 

A. — from the OCD. 

Q. So Pronghorn was put on n o t i c e t h a t we had 

questions about whether these w e l l s were p r o p e r l y r e p o r t i n g 

production? 

A. Yes, on several occasions. 

Q. The f i n a l column i s Number of False Reports. 

What does t h a t — the number i n t h a t column i n d i c a t e ? 

A. The number of months t h a t f a l s e r e p o r t i n g 

occurred, from the i n i t i a l p e r iod f o r t h a t w e l l through the 

time t h a t we caught f a l s e r e p o r t i n g , I guess. 

Q. Okay. So what i s the l a r g e s t number of f a l s e 

r e p o r t s f i l e d on any one of the w e l l s i n t h a t case? 

A. I t was 72. 

Q. Seventy-two months of f a l s e r e p o r t i n g on t h a t 

w e l l . I s t h a t the basis f o r the assessment of a p e n a l t y i n 

t h a t case? 

A. Yes, i t was. 

Q. What penalty was assessed? 

A. $72,000. $1000 f o r each month of f a l s e 

r e p o r t i n g . 

Q. I s E x h i b i t 6 a copy of the order t h a t was issued 

STEVEN T. BRENNER, CCR 
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i n t h a t case? 

A. Yes, i t i s . 

Q. And i s i t Pronghorn's f a i l u r e t o comply w i t h t h a t 

order t h a t ' s the subject of the motion f o r the order t o 

show cause? 

A. Yes, i t i s . 

Q. When was the order issued? 

A. On June 15th, 2007. 

Q. Did the order f i n d Pronghorn i n v i o l a t i o n of Rule 

2 01, the i n a c t i v e w e l l r u l e , and i n v i o l a t i o n of the 

r e p o r t i n g requirements of Statute 70-2-31.B.(2) and Rule 

1115.A? 

A. Yes, i t d i d . 

Q. I f you could look a t pages 3 and 4 of the order 

where i t sets out what Pronghorn i s r e q u i r e d t o do, i f you 

could summarize what the order r e q u i r e d . 

A. What i t required was by December 30th of 2007 

t h a t Pronghorn b r i n g the 11 w e l l s i n question back i n t o 

compliance, whether i t was t e m p o r a r i l y abandon them, plug 

and abandon them, or b r i n g them back i n t o p r o d u c t i o n . 

I t also r equired Pronghorn t o comply w i t h 

o r d e r i n g paragraph ( 1 ) , The D i v i s i o n s h a l l be aut h o r i z e d t o 

plug and abandon the subject w e l l s , and the blanket cash 

plugging bond, Number OCD-482, would be f o r f e i t e d . 

Q. And t h a t would happen i f Pronghorn f a i l e d t o — 
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A. I f they f a i l e d t o — 

Q. — meet the deadline? 

A. — t o meet the deadline. 

Q. A l l r i g h t . Anything else? 

A. Yes, i t ordered Pronghorn t o pay the $72,000 by 

J u l y 30th of 2007, and — oh — Yeah, J u l y 30th, 2007. 

I t also had, Pronghorn Management Company s h a l l 

f i l e c o r r e c t e d production r e p o r t s on the 11 w e l l s and 

provide contact i n f o r m a t i o n f o r p r i v a t e lessors a f f e c t e d by 

the f a l s e production r e p o r t s on or before J u l y 30th, 2007. 

Q. A l l r i g h t . Now when — i n the paragraph t h a t 

r e f e r s t o the penalty of $72,000, t h a t ' s paragraph number 

(3)? 

A. Yes. 

Q. And i s there an i n s t r u c t i o n t o the OCD on what t o 

do i f Pronghorn f a i l s t o pay t h a t penalty? 

A. Yes, the D i v i s i o n s h a l l i n i t i a t e a d d i t i o n a l 

enforcement actions against Pronghorn Management 

Corporation, i n c l u d i n g i m p o s i t i o n of a d d i t i o n a l p e n a l t i e s . 

Q. Did Pronghorn r e t u r n any of the 11 w e l l s t o 

compliance by December 30, 2007? 

A. No. 

Q. Has Pronghorn f i l e d c orrected p r o d u c t i o n reports? 

A. No. 

Q. I f you could t u r n t o what has been marked as 
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E x h i b i t Number 7 — 

A. Okay. 

Q. — was a l i s t prepared f o r purposes of t h i s 

hearing? 

A. Yes, i t was. 

Q. And was the i n t e n t t o show whether Pronghorn had 

f i l e d any amended re p o r t s since the issuance — since the 

hearing i n t h a t case? 

A. Yes. 

Q. And what does i t show w i t h regard t o any 

amendments f i l e d ? 

A. There were no amendments f i l e d f o r w e l l s f o r t h a t 

time frame i n the case. 

Q. Okay, no amendments f o r the time periods f o r 

which we had f a l s e r e p o r t s ; i s t h a t r i g h t ? 

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

Q. Now there's one ent r y — i f you look a t the 

second and t h i r d l i n e s , there appear t o be two e n t r i e s f o r 

August of 2007; i s t h a t r i g h t ? 

A. That's r i g h t . 

Q. But t h a t ' s the only amendment t h a t has been 

f i l e d ? 

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

Q. And t h a t i s not a month t h a t was a t issue i n the 

order or a month t h a t was subject t o the requirement t h a t 
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amendments be f i l e d ? 

A. No, i t wasn't. 

Q. Have you compared the production appearing on the 

c u r r e n t w e l l l i s t , t h a t E x h i b i t Number 4, w i t h the w e l l 

l i s t t h a t was used a t the hearing i n Case 13,859, t o see i f 

the r e p o r t i n g had changed f o r any of those 11 wells? 

A. Yes, and there were — none of the r e p o r t i n g has 

changed. 

Q. So the r e p o r t i n g s t i l l shows pr o d u c t i o n up 

through whatever date had been l i s t e d a t t h a t time? 

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

Q. So a lessor or anyone else l o o k i n g a t the 

pr o d u c t i o n data f o r those 11 w e l l s would s t i l l t h i n k they'd 

been a c t i v e d u r i n g the time period t h a t Case 13,859 found 

t h a t they were, i n f a c t , not active? 

A. That's t r u e . 

Q. Does having f a l s e r e p o r t s of pro d u c t i o n a f f e c t 

OCD's a u t h o r i t y t o enforce i t s rules? 

A. Yes, i t does. Under Rule 4 0 an operator i s only 

allowed so many i n a c t i v e w e l l s , and they become sub j e c t t o 

Rule 40. Rule 40 allows c e r t a i n p r i v i l e g e s t o operators, 

and i f they do f a l l under Rule 40, those c e r t a i n p r i v i l e g e s 

can, and i n some cases must, be taken away from the 

operator. 

Q. Okay. So i f — f o r a period of time a f t e r a 
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f a l s e r e p o r t i s f i l e d , Rule 40 doesn't r e a l l y work, does 

i t ? 

A. No. 

Q. Because the computer t h i n k s t h a t the operator has 

been producing t h a t w e l l or i n j e c t i n g t h a t w ell? 

A. And t h a t the w e l l i s indeed i n compliance, yes. 

Q. Okay. Do f a l s e r e p o r t s of production a f f e c t 

OCD's enforcement of i t s f i n a n c i a l assurance requirements? 

A. Yes, i t would. I f the f a l s e r e p o r t s are up t o a 

c e r t a i n time p e r i o d , the new assurance r u l e s t a t e s t h a t 

operator has two years from the l a s t p r o d u c t i o n date or 

i n j e c t i o n date on a w e l l f o r i n a c t i v i t y before a d d i t i o n a l 

bonding i s r e q u i r e d . 

So i f there were f a l s e r e p o r t i n g , say, up t o the 

f i r s t p a r t of 2007, those w e l l s would not be su b j e c t t o 

t h a t a d d i t i o n a l bonding., 

Q. Have you had the o p p o r t u n i t y t o look a t the 

a f f i d a v i t t h a t Dorothy P h i l l i p s provided on f i n a n c i a l 

assurances f o r Pronghorn? 

A. I reviewed i t . 

Q. And were there w e l l s there t h a t , because of the 

f a l s e r e p o r t i n g , i t appeared t h a t f i n a n c i a l assurances 

weren't yet due? 

A. Yes. 

Q. But i n f a c t — 
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A. — they would be due. 

Q. — they would be due. And aren't t h e r e nine such 

wells? 

A. Subject t o check, yes, I b e l i e v e t h e r e was about 

nine. 

Q. And do you have an idea what the d o l l a r t o t a l i s 

on those nine wells? 

A. Cumulative, j u s t a l i t t l e over $125,000. 

Q. Okay. A c t u a l l y , l e t ' s go t o t h a t e x h i b i t so we 

can get t h i s c l e a r . That's E x h i b i t Number 1, and i t ' s the 

l a s t page of t h a t e x h i b i t — 

A. Okay. 

Q. — and i f we could look, j u s t as an example, the 

f i r s t w e l l there i s the A t l a n t i c State Number 1. And the 

f a r r i g h t column t h a t ' s t i t l e d " I n V i o l a t i o n " , there's a Y. 

Now t h a t w e l l would be subject t o a d d i t i o n a l bonding r i g h t 

now; i s t h a t r i g h t ? 

A. That's r i g h t . 

Q. And the amount of the bond i s i n the Required 

Bond Amount column, so the amount would be $63 68? 

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

Q. So every Y t h a t you see i n t h a t f a r r i g h t column 

represents a w e l l f o r which f i n a n c i a l assurance i s due now? 

A. That's r i g h t . 

Q. And because i t ' s i n the I n V i o l a t i o n column, i t 
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means they have not posted t h a t amount, r i g h t ? 

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

Q. Now i f you added up the Bond Required Amount f o r 

each w e l l f o r which there's a Y i n the I n V i o l a t i o n column, 

t h a t would be the $125,000, r i g h t ? 

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

Q. But what you're saying i s , t h e r e are some w e l l s 

t h a t don't have a Y i n t h a t column because the f a l s e 

r e p o r t s are s t i l l out there i n d i c a t i n g the w e l l was i n 

pro d u c t i o n i n the past two years? 

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

Q. And i n f a c t , i f you took a l l those w e l l s t h a t are 

coded blue, i f they were s t a t e and fee w e l l s , they would be 

subject t o bonding r i g h t now, wouldn't they? 

A. Yes, they would. 

Q. I f the r e p o r t s had been corrected. And i t ' s the 

amount of bonding on those w e l l s t h a t would be an 

a d d i t i o n a l amount of bonding? 

A. That's r i g h t . 

Q. And how much a d d i t i o n a l bonding would t h e r e be? 

A. I t h i n k i t ' s somewhere around $50,000. I might 

be o f f on t h a t , but i t ' s — i t was s u b s t a n t i a l . 

Q. Okay. Mr. Examiner, you can f i n d the exact 

amount. I've c a l c u l a t e d , and my c a l c u l a t i o n comes out a 

l i t t l e higher, so you may want t o look a t t h a t , but any 
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w e l l t h a t i s coded blue, you can look on t h i s l i s t and 

check the r e q u i r e d bond amount and add up those f i g u r e s t o 

f i n d out how much Pronghorn i s subject t o bonding on, i n 

a d d i t i o n t o the ones t h a t are showing up r i g h t now on t h i s 

l i s t . 

Now d i d Pronghorn provide the contact i n f o r m a t i o n 

f o r the lessors a f f e c t e d by the f a l s e r e p o r t i n g as r e q u i r e d 

by the order? 

A. No. 

Q. Has Pronghorn paid the $72,000 penalty? 

A. No, they haven't. 

Q. Did Pronghorn ask f o r de novo review of the order 

issued i n Case 13,859? 

A. Yes, they d i d . 

Q. Did they l a t e r dismiss t h a t request? 

A. Yes, they d i d . 

Q. And i s the dismissal OCD E x h i b i t Number 8? 

A. Yes, i t i s . 

Q. A l l r i g h t . Let's t u r n t o the green coded w e l l s 

on E x h i b i t Number 4. 

A. Okay. 

Q. Were the 16 w e l l s coded i n green s u b j e c t t o a 

compliance action? 

A. Yes, they were from Case 13,858, and i t was a 

plugging case. 
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Q. A l l r i g h t . Had the OCD taken any e f f o r t s t o 

ob t a i n compliance from Pronghorn on those w e l l s before i t 

f i l e d Case 1358 [ s i c ] ? 

A. Yes, we d i d . 

Q. And what was that? 

A. I t was t o enter i n t o an agreed compliance order 

on t h e i r i n a c t i v e w e l l s t o give them time t o go ahead and 

get them back i n t o compliance. 

Q. When was t h a t agreed compliance order entered? 

A. Oh, I believe i t was — I have the date here. I t 

was i n 2005. I don't have the exact month on t h a t , but i t 

was i n 2005. 

Q. Okay, and i t was a f t e r Pronghorn f a i l e d t o f o l l o w 

through on t h a t agreed compliance order t h a t OCD f i l e d the 

A p p l i c a t i o n f o r hearing? 

A. That's r i g h t . 

Q. Was an order issued i n t h a t case? 

A. Yes, Order 12,767. 

Q. And i s E x h i b i t 9 a copy of t h a t order? 

A. Yes, i t i s . 

Q. When was the order issued? 

A. On June 15th, 2007. 

Q. And d i d t h a t order f i n d Pronghorn i n v i o l a t i o n of 

Rule 2 01 as t o the 16 w e l l s coded green on E x h i b i t Number 

4? 
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A. Yes, i t d i d . 

Q. Did the order give Pronghorn a deadline f o r 

r e t u r n i n g those w e l l s t o compliance? 

A. Yes, October 2nd of 2 007. 

Q. How many of those w e l l s has Pronghorn r e t u r n e d t o 

compliance? 

A. I don't believe any of these w e l l s have been 

ret u r n e d t o compliance. 

Q. I f you would look a t — on the second page of 

E x h i b i t Number 4, the New Mexico DL State Number 4 — 

A. Okay, I'm sorry, t h a t ' s r i g h t , i t — t h a t w e l l i s 

back i n compliance. I t shows production as of September of 

2007. 

Q. Okay, so there's one w e l l t h a t i s now showing 

production from t h a t l i s t of 16 i n a c t i v e wells? 

A. Yes, t h a t ' s c o r r e c t . 

Q. Have any of the w e l l s been plugged and abandoned? 

A. No. 

Q. Have any of them been placed on approved 

temporary abandonment status? 

A. No. 

Q. So the only a c t i o n t o achieve compliance on these 

w e l l s was one w e l l returned t o production? 

A. That's r i g h t . 

EXAMINER JONES: What's the name of t h a t w ell? 
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I'm s o r r y . 

MS. MacQUESTEN: I t ' s the New Mexico DL State 

Number 4. 

EXAMINER JONES: I've got i t , okay. 

Q. (By Ms. MacQuesten) And d i d Pronghorn also 

request de novo review of t h i s order? 

A. Yes, they d i d . 

Q. And then asked t o dismiss t h a t request? 

A. Yes, they d i d . 

Q. I s E x h i b i t Number 10 a copy of the order from the 

Commission dismissing the de novo case? 

A. Yes. 

Q. Mr. Sanchez, a f t e r these two orders are issued i n 

Case 13,858 and 13,859, d i d Pronghorn meet w i t h the OCD t o 

discuss complying w i t h these orders? 

A. Yes, they d i d . 

Q. Were you present a t t h a t meeting? 

A. Yes, I was. 

Q. When d i d i t take place? 

A. On August 2 4 t h , 2007. 

Q. I s E x h i b i t 11 a copy of the l e t t e r t h a t was sent 

t o Pronghorn's attorney memorializing t h a t meeting? 

A. Yes, i t i s . 

Q. I f I could d i r e c t your a t t e n t i o n t o the second 

page, which i s the f i r s t page of the l e t t e r i t s e l f , i n 

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 

28 

paragraph 3 i t discusses Order R-12,768. Could you 

summarize what the l e t t e r t e l l s Pronghorn i t needs t o do 

under t h a t order? 

A. I t t e l l s Pronghorn t h a t they were r e q u i r e d t o pay 

the $72,000 penalty as of J u l y 30th, 2007, which of course 

hasn't been paid y e t . Pronghorn d i d not request a stay of 

the order. I t — Pronghorn's penalty and c o r r e c t e d r e p o r t s 

were overdue, t h a t the OCD was not w i l l i n g t o waive or 

reduced the p e n a l t i e s assessed i n t h a t order due t o the 

seriousness of the v i o l a t i o n s . And i f Pronghorn wished t o 

e s t a b l i s h a payment plan, which they had requested d u r i n g 

t h a t meeting, i t would have t o reopen the case and request 

a plan from the Hearing Examiner or seek more fa v o r a b l e 

terms from the O i l Conservation Commission. 

Q. Does i t go on t o t a l k about the need f o r the 

c o r r e c t e d reports? 

A. Yes, i t — yes, t h a t Pronghorn also needs t o f i l e 

c o r r e c t e d r e p o r t s as req u i r e d , and please contact Jane 

Prouty i f they had any questions about how t o f i l e those. 

Q. A l l r i g h t . And i f you go t o the next paragraph, 

the f o u r t h paragraph on t h a t page, i t discusses what 

Pronghorn needs t o do t o b r i n g i t s i n a c t i v e w e l l s i n t o 

compliance, the 11 w e l l s t h a t were i n the f a l s e r e p o r t i n g 

case and the 16 w e l l s i n the plugging case. What does i t 

t e l l Pronghorn i t needs t o do as t o those wells? 
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A. I t reminds Pronghorn t h a t the 16 w e l l s — t h a t 

they had u n t i l October 2nd, 2007, t o come i n t o compliance, 

and on the other 11 w e l l s t h a t they s t i l l had u n t i l 

December 3 0th of 2 007 t o come i n t o compliance. 

Q. Okay. Did i t give Pronghorn a suggestion as t o 

what t o do i f i t couldn't meet those deadlines? 

A. They needed t o reopen the cases, request 

a d d i t i o n a l time from an Examiner, or pursue i t s de novo 

cases. 

Q. Okay. At the time t h i s l e t t e r was w r i t t e n , those 

de novo requests were s t i l l pending; i s t h a t r i g h t ? 

A. Yes. 

Q. But Pronghorn chose not t o continue those de novo 

requests, d i d they? They were both dismissed? 

A. They were both dismissed, yes. 

Q. Did they take the other advice and ask f o r — ask 

the Examiner t o review both deadlines and give them a 

d i f f e r e n t schedule f o r coming i n t o compliance? 

A. No, they d i d n ' t . 

Q. Now, i n the second paragraph of t h i s l e t t e r 

there's a discussion about c a n c e l l a t i o n of a u t h o r i t y and 

reinstatement of a u t h o r i t y . Can you t e l l us what t h a t ' s 

r e f e r r i n g to? 

A. For a period — I believe i t was between February 

and August — the — Pronghorn's a u t h o r i t y t o t r a n s f e r — 
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or t o produce and t o i n j e c t was taken away f o r lack of 

r e p o r t i n g . 

Q. And i s the reinstatement of a u t h o r i t y an 

attachment t o t h a t l e t t e r i n E x h i b i t 11? 

A. Yes, i t i s , and t h a t too i s dated August 2 4 t h , 

2 007, the day of t h a t meeting. 

Q. Okay. And i f you could t u r n t o E x h i b i t Number 

12, j u s t t o complete the p i c t u r e , i s t h a t the l e t t e r t h a t 

o r i g i n a l l y canceled the a u t h o r i t y ? 

A. Yes, i t i s . And t h a t was issued on February 

15th, 2007. 

Q. And i t appears t o be a c e r t i f i e d m a i l l e t t e r . I s 

the l a s t page of E x h i b i t Number 12 the green r e t u r n r e c e i p t 

card i n d i c a t i n g t h a t Pronghorn d i d receive n o t i c e t h a t i t s 

a u t h o r i t y had been canceled? 

A. Yes, i t i s . 

Q. Now 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 , does i t apply 

t o an i n d i v i d u a l w e l l or t o a l l the w e l l s t h a t Pronghorn 

operates? 

A. To a l l the w e l l s . 

Q. And the c a n c e l l a t i o n i s f o r a u t h o r i t y t o 

t r a n s p o r t or i n j e c t ? 

A. To t r a n s p o r t , or a u t h o r i t y t o i n j e c t . 

Q. A l l r i g h t . And the — i f you look a t the 

c a n c e l l a t i o n l e t t e r and then the reinstatement l e t t e r , what 
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p e r i o d are we t a l k i n g about, during which the a u t h o r i t y was 

canceled? 

A. February 6th, 2 007, through August 24th, 2 007. 

Q. February 6th? 

A. The date of the c a n c e l l a t i o n — Oh, February 

15th, I'm s o r r y . February 15th. 

Q. Okay. Well, t h a t brings us t o the w e l l s coded i n 

pur p l e on E x h i b i t Number 4. What i s the v i o l a t i o n a t issue 

f o r the purple wells? 

A. I be l i e v e these are the w e l l s t h a t , a f t e r the 

l e t t e r t a k i n g away t h e i r a u t h o r i t y t o t r a n s p o r t , these 

w e l l s were s t i l l producing and e i t h e r t r a n s p o r t i n g o i l or 

gas. 

Q. Okay. I f you could look a t what has been marked 

as E x h i b i t 13, 14, 15 and 16, are these f o u r documents 

pro d u c t i o n r e p o r t summaries f o r the year 2 007 f o r the fo u r 

w e l l s coded i n purple? 

A. Yes, they are. 

Q. And then on the back of each pr o d u c t i o n r e p o r t i s 

th e r e a copy of the w e l l i n s p e c t i o n h i s t o r y f o r t h a t well? 

A. Yes. 

Q. Now t o summarize what we're seeing i n these f o u r 

p r o d u c t i o n r e p o r t s , Pronghorn reported a c t i v i t y on a l l f o u r 

of these w e l l s from March through August of 2 007; i s t h a t 

r i g h t ? 
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A. Yes. 

Q. And t h a t was during the time p e r i o d when they had 

no a u t h o r i t y t o t r a n s p o r t or i n j e c t ; i s t h a t r i g h t ? 

A. That's r i g h t . 

Q. Let's look a t the f i r s t r e p o r t . I s t h i s t he 

product i o n r e p o r t f o r the G i l a Number 4 well? 

A. Yes, i t i s . 

Q. And was t h i s w e l l producing o i l or gas, or both? 

A. Both. 

Q. And E x h i b i t 14, i s t h i s the r e p o r t f o r the Howse 

C Number 1? 

A. Yes, i t i s . 

Q. And what was t h i s w e l l producing? 

A. Just o i l . 

Q. A l l r i g h t . Now o i l could be st o r e d , i t might not 

have been t r a n s p o r t e d ; i s t h a t r i g h t ? 

A. That's r i g h t . 

Q. Despite what appears on the produc t i o n r e p o r t , 

was the r e any i n d i c a t i o n t h a t gas was produced from t h i s 

w e l l ? 

A. Well, there was a note on the i n s p e c t i o n r e p o r t 

f o r March 13th of 2007, showed e l e c t r i c o f f HOA now, f r e s h 

t r a c k s , gas meter shows 4.9 MCF, yesterday's volume sales. 

So i t i n d i c a t e s a small amount of gas was a c t u a l l y produced 

on t h a t w e l l . 
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Q. Okay, are there any other compliance issues w i t h 

t h i s w e l l t h a t we have alleged i n the A p p l i c a t i o n ? 

A. Yeah, there was a w e l l - s i g n v i o l a t i o n . 

Q. Okay, has t h a t been fixed? 

A. Yes, they've taken care of t h a t . 

Q. So we don't have a problem w i t h the w e l l s i g n 

v i o l a t i o n on t h i s well? 

A. No. 

Q. I f you could t u r n t o E x h i b i t Number 15, i s t h i s 

the production r e p o r t f o r the Marshall Number 2? 

A. Yes, i t i s . 

Q. Now what type of w e l l i s t h i s ? 

A. I t ' s an i n j e c t i o n w e l l . 

Q. Okay, and was i t r e p o r t i n g i n j e c t i o n d u r i n g the 

pe r i o d when the a u t h o r i t y t o i n j e c t was canceled? 

A. Yes, i t was. 

Q. And E x h i b i t 16, i s t h i s the r e p o r t f o r the New 

Mexico BZ State NCT Number 5? 

A. Yes. 

Q. And what a c t i v i t y was reported f o r t h i s w ell? 

A. Just gas. 

Q. A l l r i g h t . So of the f o r w e l l s , we have one 

i n j e c t i o n w e l l , and we know i n j e c t i o n was w i t h o u t 

a u t h o r i t y . We have two w e l l s t h a t were producing gas. And 

we have a t h i r d w e l l t h a t was r e p o r t i n g p r o d u c t i o n of o i l ; 
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the i n s p e c t i o n h i s t o r y i n d i c a t e d there may be some small 

amount of gas? 

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

Q. A l l r i g h t . I f you could t u r n t o what has been 

marked as E x h i b i t Number 18 — and we're jumping one 

e x h i b i t ahead here, t o the very l a s t e x h i b i t i n the packet, 

are these d e t a i l e d balancing r e p o r t s f o r the months of 

March through August of 2007? 

A. Yes. 

Q. And j u s t so the Examiner understands, t h i s packet 

i s r e a l l y a c o l l e c t i o n of i n d i v i d u a l monthly r e p o r t s ; i s 

t h a t r i g h t ? 

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

Q. And each r e p o r t l i s t s a l l of the w e l l s f o r 

Pronghorn and i t s production a c t i v i t y f o r t h a t p a r t i c u l a r 

w e l l , r i g h t ? 

A. That's r i g h t . 

Q. What can i t t e l l us about whether the gas t h a t 

was produced from those two w e l l s was a c t u a l l y t r a n s p o r t e d 

i n v i o l a t i o n of the order canceling a u t h o r i t y t o t r a n s p o r t ? 

A. The r e p o r t a c t u a l l y does show t r a n s p o r t a t i o n 

o c c u r r i n g f o r t h a t period of time. 

Q. Okay. I f you t u r n t o the second document, which 

i s page 3 of 4 f o r the month of March, 2 007, there's some 

h i g h l i g h t i n g . And can you e x p l a i n why we should be l o o k i n g 
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a t those h i g h l i g h t e d sections? 

A. Those h i g h l i g h t e d sections a c t u a l l y show gas 

being t r a n s p o r t e d , and the amount of gas being t r a n s p o r t e d 

from c e r t a i n w e l l s . 

Q. And are those w e l l s the New Mexico BZ State NCT 

Number 5 and the G i l a 4? 

A. Yes. 

Q. And i f you t u r n t o a s i m i l a r page f o r each month, 

you w i l l see whether t r a n s p o r t a t i o n occurred on those two 

wells? 

A. Yes. And i t ' s f o r the same two a l l the way up t o 

the month of June. I n the month of June i t shows only 

t r a n s p o r t a t i o n o f f the G i l a Number 4. 

Q. Okay. Because there was no r e p o r t e d gas 

production on the BZ State — 

A. — State Number 5. 

Q. — Number 5? 

A. That's c o r r e c t . But the f o l l o w i n g month i t picks 

t h a t up again, and once again the New Mexico BZ State NCT 5 

and the G i l a 4 are showing production and t r a n s p o r t a t i o n , 

as w e l l as i n August. 

Q. A l l r i g h t , l e t ' s now look a t the w e l l s coded i n 

yell o w on E x h i b i t Number 4. There are seven w e l l s coded i n 

yellow. What i s the v i o l a t i o n a t issue f o r the yel l o w 

wells? 
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A. I n a c t i v e w e l l s . 

Q. I f you look a t E x h i b i t Number 4, there's a column 

marked Last P r o d u c t i o n / I n j e c t i o n . 

A. Uh-huh. 

Q. According t o t h a t column, have the w e l l s coded i n 

yellow been i n a c t i v e f o r a period i n excess of one year 

plus 90 days? 

A. Yes. 

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

A. No. 

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

abandonment status? 

A. No. 

Q. Just out of c u r i o s i t y , why weren't those w e l l s 

included i n the i n a c t i v e w e l l case t h a t we t a l k e d about 

e a r l i e r ? 

A. When we f i r s t got i n t o the i n a c t i v e w e l l case, i t 

was done out of the Hobbs d i s t r i c t o f f i c e . These w e l l s , 

the w e l l s coded i n yellow, are out of the A r t e s i a o f f i c e , 

and we hadn't i n v e s t i g a t e d those w e l l s . 

Q. Are you aware of any a d d i t i o n a l compliance issues 

w i t h any of the yellow wells? 

A. Yes, there was — one of the w e l l s out of A r t e s i a 

d i s t r i c t was plugged without OCD a u t h o r i t y , and I b e l i e v e 

here — the State M, which i s E x h i b i t Number 17. 
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Q. A l l r i g h t . Turning t o E x h i b i t Number 17, i s t h i s 

a packet of i n f o r m a t i o n on the compliance issues a t the 

State M well? 

A. Yes. 

Q. And i s the f i r s t page the w e l l i n s p e c t i o n h i s t o r y 

f o r t h a t w e l l — 

A. Yes, i t i s . 

Q. — d e s c r i b i n g the v i o l a t i o n s found? 

A. Yes. 

Q. Could you look a t the e n t r y t h a t ' s marked f o r the 

i n s p e c t i o n date 5/11/2007 — 

A. Okay. 

Q. — and i f you could — i f you could j u s t read 

t h a t e n t r y t o us. 

A. Okay, V i o l a t i o n of Rule 19.15.4.201. Last 

r e p o r t e d production was November 1st, 1995. Only s t e e l 

fencepost i n d i c a t i n g where wellhead probably was. This 

w e l l has not been p r o p e r l y plugged. Operator must l o c a t e 

wellhead and submit paperwork t o plug. Plugging must be 

witnessed. V i o l a t i o n of Rule 50. P i t v i o l a t i o n . A p i t on 

s i t e . Please submit a C-144 p i t closure form by compliance 

due date w i t h closure of p i t t o occur w i t h i n one month of 

the compliance due date. 

Q. I f you could t u r n t o the second page of E x h i b i t 

Number 17, i s t h i s a l e t t e r of v i o l a t i o n — 
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A. Yes. 

Q. — sent t o Pronghorn on those v i o l a t i o n s t h a t 

you've j u s t read t o us? 

A. Yes, i t i s , and t h a t was sent on June 4 t h , 2007. 

Q. And i f you could t u r n t o the t h i r d page of the 

e x h i b i t , are these photos taken by the inspectors? 

A. Yes, they are. 

Q. Now I n o t i c e t h a t there are several p i c t u r e s t h a t 

i n c l u d e the w e l l sign, and the Pronghorn name i s n ' t on t h a t 

w e l l s i g n . I t says Aspen O i l . 

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

Q. What can you t e l l us about t h a t ? 

A. Apparently at one p o i n t Aspen was l o o k i n g a t 

t a k i n g over t h a t s i t e . But through our w e l l f i l e s we show 

no a c t i o n was ever taken on t h a t . The operator of record 

i s s t i l l Pronghorn. 

Q. Can you p o i n t out the p i t t h a t the w e l l 

i n s p e c t i o n h i s t o r y was complaining about? 

A. I b e l i e v e what they're t a l k i n g about i s on the 

very bottom right-hand corner. I t shows the tank, and j u s t 

t o the back of the tank, there i s an i n d e n t i o n t h e r e t h a t 

looks l i k e they have been used as a p i t or as a c o l l e c t i o n 

p o i n t f o r l e a k i n g o i l . 

Q. Could you show us where the fencepost i s t h a t 

shows where the w e l l i s located? 
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A. Yes, the second row, l a s t p i c t u r e , i s the 

fencepost where they believe the wellhead was locate d . 

Q. What does Pronghorn need t o do w i t h t h i s w e l l t o 

b r i n g i t i n t o compliance? 

A. Well, t o a c t u a l l y do what the l e t t e r has 

requested, and t h a t was t o go ahead and l o c a t e the 

wellhead, t e s t i t and make sure i t was p r o p e r l y plugged and 

clean up the s i t e . 

Q. We only have one more w e l l unaccounted f o r , and 

t h a t ' s the w e l l coded i n pink, the Hastie Number 5. What 

v i o l a t i o n was alleged i n the A p p l i c a t i o n regarding t h i s 

w e l l ? 

A. I t was plugged but never released. The s i t e 

r e s t o r a t i o n was s t i l l r e quired. 

Q. Has t h a t issue been resolved? 

A. Yes, i t has. 

Q. And was t h a t through a c t i o n of the OCD or a c t i o n 

of Pronghorn? 

A. By a c t i o n of the OCD. 

Q. What happened? 

A. I t was — I believe i t was — I'm not sure. I 

thought i t was the f e d e r a l , but i t ' s not. OCD, the 

d i s t r i c t o f f i c e , had t o go out and ask Pronghorn t o f i n i s h 

c l e a n i n g up the s i t e . 

Q. But apparently i t has been cleaned up? 
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A. But apparently i t has been cleaned up. 

Q. And were there paperwork issues t h a t needed t o 

get resolved and — 

A. Yes, and I believe those were resolved. 

Q. Okay, and the OCD has taken care of t h a t ? 

A. Yes. 

Q. Should the Hastie, then, be coded as plugged and 

abandoned and f a l l o f f t h i s l i s t ? 

A. Yes, i t should be. 

Q. So t o summarize what we've been through today, we 

haven't seen Pronghorn take any of the a c t i o n r e q u i r e d 

under 13,858, the f a l s e r e p o r t i n g case? 

A. No, we haven't. 

Q. And t h a t ' s the case t h a t ' s the su b j e c t of the 

show-cause order? 

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

Q. And we've only seen one of the 16 w e l l s i n the 

i n a c t i v e w e l l case brought back i n t o compliance? 

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

Q. And we have a t l e a s t three w e l l s t h a t v i o l a t e d 

the c a n c e l l a t i o n of a u t h o r i t y l e t t e r ? 

A. Three, pos s i b l y f o u r . 

Q. Possibly f o u r , because we're not sure about t h a t 

one w e l l t h a t reported o i l production? 

A. Yeah, w i t h a minor amount of gas. 
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Q. With a minor amount of gas? 

A. Yes. 

Q. Okay. And then we have a d d i t i o n a l compliance 

issues w i t h the p i t s and the cleanup a t the State M Number 

1? 

A. Yes. 

Q. And we also have an issue of noncompliance w i t h 

the bonding requirements — 

A. That i s also c o r r e c t . 

Q. — t o t a l i n g about $225,000? 

A. Yes. 

Q. So of the 39 w e l l s on t h a t w e l l l i s t , we have 

only t h r e e t h a t appear t o be i n compliance? 

A. Yes. 

Q. The New Mexico DL State Number 3, which was an 

i n a c t i v e w e l l , i t ' s now producing; the — 

A. — Hastie Number 5. 

Q. — Hastie Number 5; and p o s s i b l y t h a t Howse C 

Number 1? 

A. Yes. 

Q. But we're not sure about t h a t ? 

A. No, not ye t . 

Q. Okay. What are you asking the Examiner f o r i n 

Case 14,052, the new compliance action? 

A. We're asking f o r the Hearing Examiner t o order 
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Pronghorn t o plug a l l i t s w e l l s . 

Q. Well, aren't 2 6 of the w e l l s already under a 

plugging order? The 11 f a l s e - r e p o r t i n g w e l l s and the 16 

i n a c t i v e wells? 

A. Yeah, they're under orders, but those orders also 

gave the o p t i o n of g e t t i n g them back i n t o p r o d u c t i o n or 

t e m p o r a r i l y abandoning them, and we haven't seen any 

i n d i c a t i o n t h a t e i t h e r one of those i s going t o happen, so 

we would recommend t h a t a l l of the w e l l s be plugged. 

Q. So now you're saying plug them? 

A. Yes. 

Q. TA would not be an o p t i o n , producing would not be 

an option? 

A. No, we've — I t h i n k we've run out of o f f e r s , I 

guess, and options f o r t h i s t o happen, and we j u s t don't 

see t h a t i t ' s going t o happen anytime soon. 

Q. Now you're also asking t h a t the order r e q u i r e 

Pronghorn t o plug a l l of i t s other w e l l s t o o ; i s n ' t t h a t 

r i g h t ? 

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

Q. I n c l u d i n g those t h a t may be producing or capable 

of production? 

A. They — Yes, a l l t h e i r w e l l s . I f they chose t o , 

they could t r a n s f e r those w e l l s t o a v i a b l e operator who 

would be w i l l i n g t o go ahead and take on those 
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r e s p o n s i b i l i t i e s . 

Q. So you have no o b j e c t i o n i f Pronghorn were t o 

t r a n s f e r these w e l l s t o another operator, you j u s t don't 

want Pronghorn operating these wells? 

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

Q. And i f they don't t r a n s f e r them, they need t o 

plug them? 

A. Yes. 

Q. And i f they don't plug them, we w i l l ? 

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

MS. MacQUESTEN: I would move f o r admission of 

E x h i b i t s 1 through 18. 

EXAMINER JONES: Any e x h i b i t — any obj e c t i o n s ? 

MR. PADILLA: No o b j e c t i o n . 

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

admitted. 

Sanchez 

MS. MacQUESTEN: I have no more questions of Mr. 

EXAMINER JONES: Mr. P a d i l l a ? 

CROSS-EXAMINATION 

BY MR. PADILLA: 

Q. Mr. Sanchez, would plugging producing w e l l s be a 

waste of o i l and gas? 

A. Plugging producing w e l l s , I b e l i e v e , yes, t h a t 

t h a t would be. But i n t h i s case we don't have any 
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i n d i c a t i o n t h a t most of these w e l l s are plugging — or 

producing. 

Q. At l e a s t — According t o your testimony, a t l e a s t 

one w e l l i s a producing w e l l , r i g h t ? 

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

Q. And waste i s cont r a r y t o the conservation — t o 

the O i l and Gas Act, r i g h t ? 

A. Yes, s i r . 

Q. Now you mentioned i n your testimony t h a t you were 

t r y i n g t o get some in f o r m a t i o n on les s o r s . Why i s th a t ? 

A. The i n f o r m a t i o n from the — would be t o contact 

the lessors t o l e t them know t h a t there were issues w i t h 

the f a l s e r e p o r t i n g . 

Q. I s i t the duty of the O i l Conservation D i v i s i o n 

t o assure t h a t lessors receive t h e i r r o y a l t i e s ? 

A. I don't know t h a t , I'm sor r y . I can't say t h a t 

f o r sure. 

Q. I mean, I don't understand your reason, why you 

would be t r y i n g t o get i n f o r m a t i o n , lessor i n f o r m a t i o n , t o 

contact them on f a l s e r e p o r t i n g . 

A. I t h i n k t h a t what we would be doing i s g i v i n g 

them t h a t i n f o r m a t i o n so t h a t they could look i n t o i t i f 

they chose t o . 

Q. Do you know when your l a s t i n s p e c t i o n s on a l l 

these w e l l s were? 

STEVEN T. BRENNER, CCR 
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A. I bel i e v e they were p r i o r t o the Case 13,859. 

Q. Have you had any new inspections since t h a t time? 

A. Not t h a t I'm aware of. 

Q. I n prep a r a t i o n f o r t h i s hearing d i d you do any 

insp e c t i o n s a t a l l ? 

A. No. 

MR. PADILLA: I believe t h a t ' s a l l I have. 

EXAMINATION 

BY EXAMINER JONES: 

Q. Okay, so how many w e l l s t h a t — t h i s l i s t , Number 

4, has 39 w e l l s ; i s t h a t correct? 

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

Q. Okay, and three are back i n t o compliance? 

A. Uh-huh. 

Q. And you d i d n ' t — there i s no l i s t of the 

producing w e l l s , i s there, i n these e x h i b i t s ? 

MS. MacQUESTEN: Mr. Examiner, you can t e l l which 

w e l l s are producing by looking a t the l a s t p r o d u c t i o n 

i n j e c t i o n date on the w e l l l i s t . 

EXAMINER JONES: So t h i s 39 w e l l s i s a l l the 

w e l l s Pronghorn Management Corporation operates i n New 

Mexico? 

MS. MacQUESTEN: That's r i g h t . 

EXAMINER JONES: Okay. These producing dates, 

are — have these been v e r i f i e d ? Are these r e p o r t e d 
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producing dates? 

You probably had testimony t o t h a t e f f e c t , I'm 

so r r y , I should ask the witness here. 

Q. (By Examiner Jones) I s t h i s v e r i f i e d p r o d u c t i o n , 

or i s t h i s — 

A. This i s reported production. We haven't gone out 

and v e r i f i e d these l i k e we d i d on the previous 11. 

EXAMINER JONES: The — Well, I t h i n k I ' l l pass 

my questions over t o Mr. Brooks. 

EXAMINER BROOKS: Well, I don't know t h a t I 

r e a l l y have... 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. I t looks l i k e there — The w e l l s i n p u r p l e are 

w e l l s on which production i s being reported. 

And d i d I understand you t o say t h a t — are those 

the w e l l s — are those the w e l l s on which you contend t h a t 

p r o d u c t i o n i s being i n c o r r e c t l y r eported, or are those the 

w e l l s t h a t are i n v i o l a t i o n because they're producing when 

you ordered them not to? 

A. Those are the ones t h a t we showed t h a t were 

producing when we ordered them not t o . 

Q. Okay, the purple w e l l s are the ones t h a t are not 

supposed t o be producing, because you canceled t h e i r 

a u t h o r i t y f o r — 

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 

47 

A. Yes, though t h a t a u t h o r i t y has been r e i n s t a t e d as 

of August 24th. 

Q. Okay. So then you've got one, two, t h r e e , f o u r 

purple w e l l s , and then there's — the New Mexico DL State 

Number 4 i s also r e p o r t i n g c u r r e n t production, r i g h t ? 

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

Q. And so there's f i v e w e l l s i n t h i s l i s t of 39 t h a t 

— f o r which there i s reported production as of the l a s t 

date t h a t you have production reports? 

A. Subject t o v e r i f i c a t i o n , yes. 

EXAMINER BROOKS: Okay. I r e a l l y b e l i e v e t h a t ' s 

the only question I had, t o c l a r i f y t h a t . 

EXAMINER JONES: I should go ahead and ask one 

more question here, Mr. Sanchez. 

FURTHER EXAMINATION 

BY EXAMINER JONES: 

Q. The issue of v i o l a t i o n of an order or a v i o l a t i o n 

of Rule 201, since the O i l Conservation D i v i s i o n — I'm 

sure you've thought about t h i s , or you've t a l k e d i t over 

w i t h your attorneys about the balance between conservation, 

p r e v e n t i o n of waste and the p r o t e c t i o n of human h e a l t h and 

the environment. 

This — do you consider t h i s f a l l i n g s o l e l y 

w i t h i n the p r o t e c t i o n of human h e a l t h and the environment? 

And how do you — how do you — j u s t go over your 
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reasoning, the balance between the — upholding the r u l e s 

and also s a t i s f y i n g our s t a t u t o r y o b l i g a t i o n s t o prevent 

waste. 

A. You know, p r o t e c t i o n of human h e a l t h — 

Q. — and prevent — 

A. — and the environment i s — you know, w i t h a l o t 

of these w e l l s , w i thout any v e r i f i c a t i o n t h a t t hey're even 

capable of operating anymore, we have no idea whether the 

w e l l b o r e on these are going t o f a i l and p o s s i b l y cause 

problems t o groundwater or migrate elsewhere. And w i t h o u t 

any of t h a t i n f o r m a t i o n , we have t o assume t h a t t h e r e are 

going t o be issues there. 

And I ' d r a t h e r stop i t now than f i n d out l a t e r 

t h a t t h a t were the case, given the f a c t t h a t we have 

worked, you know, t i r e l e s s l y i n t r y i n g t o get compliance 

out of Pronghorn without anything, you know, coming out of 

t h a t work t h a t we've put through t o make t h a t happen. We 

don't b e l i e v e t h a t any a d d i t i o n a l time i s going t o matter 

one way or the other. 

You know, they've been under orders, they've been 

under agreed compliance orders on i n a c t i v e w e l l s where 

we've given them the o p p o r t u n i t y t o l e t us know how many of 

those w e l l s t h a t they can take care o f , and t h a t was a 

number t h a t they picked, not us, and never met any of those 

orders. 
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And I do believe i t ' s going t o become a matter of 

p r o t e c t i o n of the — you know, the environment and human 

h e a l t h , when i t comes t o l e t t i n g these go any longer than 

t h a t . 

You know, l i k e I said, i f another operator were 

w i l l i n g t o take over those w e l l s and take on the 

r e s p o n s i b i l i t y of g e t t i n g those w e l l s back i n t o p r o d u c t i o n , 

I t h i n k t h a t would be great i n terms o f , you know, the 

resources being p r o p e r l y used. But I don't see i t 

happening w i t h t h i s operator. 

EXAMINER JONES: Okay, thank you. 

FURTHER EXAMINATION 

BY MR. BROOKS: 

Q. Just t o f o l l o w up on t h a t , couldn't operator's 

f a i l u r e t o maintain w e l l s i t s e l f have caused waste of o i l 

and gas? 

A. Yes, I bel i e v e t h a t i s the case. 

Q. I f the — 

A. I f these are v i a b l e w e l l s , yes. 

Q. — hydrocarbons — i f the w e l l s — the non-

maintained w e l l s provided a conduit t o take the 

hydrocarbons out of one formation where they were 

encountered and cause them t o migrate somewhere else where 

they might not be found and might not be pro d u c i b l e — 

A. Yeah, t h a t would be a waste. 
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FURTHER EXAMINATION 

BY MR. PADILLA: 

Q. I n l i g h t of some of the questions, Mr. Sanchez, 

you t e s t i f i e d i n questions t o Mr. Jones' questions — one 

of Mr. Jones' — you answered, as I understood, w i t h o u t any 

v e r i f i c a t i o n . Right now you don't have any v e r i f i c a t i o n 

t h a t there's a t h r e a t t o human — t o the human environment 

or t o the environment, r i g h t ? 

A. No, not a t t h i s time. 

Q. With regard t o waste, you don't know r i g h t now 

whether there's any waste occurring because of lack of 

maintenance? 

A. We don't know t h a t , not f o r sure. 

Q. Now going back t o the meeting t h a t we had i n 

October and August of 2007, when there was a d e c i s i o n made 

t o l i f t the t r a n s p o r t — the 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 , a t t h a t time there was some consensus t h a t we 

would drop any de novo hearing so t h a t Pronghorn would 

attempt t o get i n t o compliance, r i g h t ? 

A. I bel i e v e t h a t was mentioned, but I don't 

remember the exact — exact discussion on t h a t , whether or 

not you guys were going t o continue i t through de novo 

hearing or not. 

The issue of compliance was d e f i n i t e l y addressed 

i n t h a t meeting, though. 
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Q. Do you r e c a l l the discussion t h a t Pronghorn would 

r a t h e r spend i t s time t r y i n g t o comply than spending time 

on de novo hearings? 

A. That was i n d i c a t e d t o us, and I would have 

probably believed i t i f we would have gotten some k i n d of 

in f o r m a t i o n from Pronghorn a f t e r t h a t , t h a t they had t r i e d 

t o do anything. But up t o t h i s date we've received 

nothing, so... 

Q. But by your own testimony, you haven't been out 

ther e t o inspect any a c t i v i t y t h a t Pronghorn may have been 

doing since t h a t time? 

A. Not a t t h i s time. 

MR. PADILLA: A l l r i g h t , t h a t ' s a l l . 

MS. MacQUESTEN: I f I could address — 

EXAMINER JONES: Sure. 

MS. MacQUESTEN: — a few more questions, and 

also j u s t provide some in f o r m a t i o n t o the Examiners. 

You had asked about the most recent r e p o r t i n g . 

The w e l l l i s t t h a t ' s E x h i b i t Number 4 was generated on 

Tuesday of t h i s week. During the break I ran the l i s t 

again, and t h i s i s a v a i l a b l e on our website, you may take 

a d m i n i s t r a t i v e n o t i c e of i t . Pronghorn has f i l e d r e p o r t s 

f o r October of 2007, so i t does show produc t i o n on the f o u r 

— or a c t i v i t y on the four purple w e l l s and the New Mexico 

DL State Number 4, showing a c t i v i t y through October of 

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 

52 

2 007, but otherwise i t ' s the same. 

And i f I could ask Mr. Sanchez a few questions. 

REDIRECT EXAMINATION 

BY MS. MacQUESTEN: 

Q. Mr. Sanchez, Mr. P a d i l l a asked you about whether 

i t was the OCD's duty t o n o t i f y r o y a l t y i n t e r e s t owners of 

anything. Let me ask you t h i s . I s i t one of OCD's d u t i e s 

t o c o l l e c t r e p o r t i n g i n f o r m a t i o n from operators? 

A. Yes, i t i s . 

Q. And i s t h a t i n f o r m a t i o n posted on our website t o 

be a v a i l a b l e t o the general public? 

A. Yes, i t i s . 

Q. I n c l u d i n g r o y a l t y i n t e r e s t owners, p o s s i b l y 

i n v e s t o r s or any other i n t e r e s t e d persons? 

A. Yes. 

Q. And i s t h a t i n f o r m a t i o n also shared w i t h the 

Taxation and Revenue Department f o r purposes of determining 

proper t a x a t i o n ? 

A. Yes, i t i s . 

Q. And i s i t shared w i t h the State Land O f f i c e ? 

A. Yes, i t i s . 

Q. So i s i t important t h a t t h a t i n f o r m a t i o n be 

accurate? 

A. Absolutely. 

Q. And t o the extent t h a t OCD's i n f o r m a t i o n on 
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r e p o r t i n g i s inaccurate, does t h a t r e f l e c t badly on OCD i n 

i t s duties? 

A. I be l i e v e i t does. 

Q. Mr. P a d i l l a also asked you i f the OCD had gone 

out t o inspect these w e l l s p r i o r t o t h i s hearing, and you 

sai d no. That's — was i t — When the orders r e q u i r e d 

Pronghorn t o b r i n g w e l l s i n t o compliance by producing, by 

TA'ing, by plugging, would those events have generated a 

document t h a t would appear i n the w e l l f i l e , or a 

production report? 

A. I'm so r r y , could you ask the question again? 

Q. Well, the orders t o l d Pronghorn t h a t as t o the 11 

w e l l s w i t h f a l s e r e p o r t i n g and the 16 i n a c t i v e w e l l s , t h a t 

they needed t o b r i n g them i n t o production, and you had 

t e s t i f i e d — or b r i n g them i n t o compliance, and you had 

t e s t i f i e d t h a t under they orders they could have ret u r n e d 

them t o production or i n j e c t i o n . 

A. Uh-huh. 

Q. Now i f they had done t h a t , they would have f i l e d 

a document, r i g h t ? 

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

Q. A C-115 report? 

A. Yes. 

Q. And there was no such document — 

A. No. 
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Q. — f o r those wells? 

Or they could placed them on approved temporary 

abandonment s t a t u s , r i g h t ? 

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

Q. And t h a t would also have r e q u i r e d a document 

showing the d i s t r i c t ' s approval of the TA status? 

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

Q. And there are no such documents i n the f i l e ; i s 

t h a t r i g h t ? 

A. No. 

Q. And the other way they could have r e t u r n e d them 

t o compliance i s by plugging and abandoning the wells? 

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

Q. And i f they had been plugged and abandoned they 

would have f a l l e n o f f t h a t w e l l l i s t ? 

A. Yes. 

Q. And t h a t has not happened? 

A. No, i t hasn't. 

Q. So the t h i n g s they needed t o do under the orders 

have not been done? 

A. No, they haven't. 

Q. And the orders' deadlines have now been expired 

f o r several months? 

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

Q. Mr. P a d i l l a also asked you about the meeting t h a t 
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was held i n August, and i f you could t u r n back t o OCD 

E x h i b i t Number 11, i n the f i r s t page of the l e t t e r dated 

August 24th Mr. P a d i l l a was suggesting t h a t some agreement 

had been reached t h a t they would drop t h e i r de novo case; 

i s n ' t t h a t r i g h t ? 

A. Yes. 

Q. But i n t h i s l e t t e r i t r e f e r s t o pursuing the de 

novo case as being one of the options Pronghorn could take 

i f they d i d n ' t l i k e the terms of the order? 

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

Q. So t h i s l e t t e r does not i n d i c a t e t h a t any 

agreement was made w i t h the OCD as t o Pronghorn di s m i s s i n g 

the de novo case? 

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

Q. That was s t i l l up t o them, e n t i r e l y up t o them? 

A. Yes. 

Q. On the issue of waste, i f producing w e l l s are 

plugged — F i r s t of a l l , how confident are you w i t h the 

i n f o r m a t i o n t h a t you received from Pronghorn as t o whether 

a w e l l i s producing or not producing? 

A. At t h i s p o i n t , u n t i l we v e r i f y i t , I'm not 

comfortable a t a l l w i t h i t . 

Q. I f an order i s issued as we request, t e l l i n g 

Pronghorn i t needs t o plug a l l of i t s w e l l s , I b e l i e v e you 

t e s t i f i e d t h a t the o p t i o n remained t h a t Pronghorn could 
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A. That's c o r r e c t . 

Q. And i f another operator took over those w e l l s , 

t h a t operator could produce them? 

A. Yes. 

Q. So i t ' s not an absolute order saying t h i s 

producing w e l l has t o be plugged and t h a t ' s the only 

answer? 

A. No, i t ' s not. 

Q. Do you t h i n k the market would take care of any 

po s s i b l e waste i n terms o f , i f the w e l l i s v a l u a b l e , 

someone might step forward t o take care of i t ? 

A. Oh, I believe i t would. 

MS. MacQUESTEN: I t h i n k t h a t ' s a l l I have a t 

t h i s time. 

EXAMINER JONES: Okay. Any more questions? 

RECROSS-EXAMINATION 

BY MR. PADILLA: 

Q. You're j u s t speculating on whether the market 

would take care of — whether somebody would take care 

of ~ 

A. P r e t t y much, yes. 

Q. That's j u s t your opinion, r i g h t ? 

A. That's my opinion. 

Q. You're not an expert? 
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A. No, s i r . 

Q. You also said something about i f Pronghorn 

assigned the w e l l s t o someone else, would the p e n a l t i e s 

assessed by the O i l Conservation D i v i s i o n have t o be paid 

f i r s t , before the OCD would approve a t r a n s f e r ? 

A. I be l i e v e they would have t o be. 

MR. PADILLA: Okay, t h a t ' s a l l . 

MS. MacQUESTEN: As h i s l e g a l advisor, may I — 

EXAMINER JONES: Sure, sure. 

MS. MacQUESTEN: Rule 40 has c e r t a i n r e s t r i c t i o n s 

on t r a n s f e r s of w e l l s . But what we look a t i s the operator 

t a k i n g over the w e l l s and whether t h a t operator i s i n 

compliance, not the e x i s t i n g operator. We're more than 

happy f o r noncompliant operators t o t u r n t h e i r w e l l s over 

t o compliant operators. Pronghorn would s t i l l be on the 

hook f o r a penalty, but t h a t wouldn't p r o h i b i t a t r a n s f e r . 

MR. PADILLA: Stand corrected. 

THE WITNESS: Stand corrected, yes. 

EXAMINER JONES: Okay, i s t h a t a l l f o r Mr. 

Sanchez? 

MS. MacQUESTEN: Yes, thank you. 

EXAMINER JONES: Okay, next witness — 

MS. MacQUESTEN: Mr. Examiner, I have Ms. Jane 

Prouty a v a i l a b l e t o t e s t i f y about any of the r e p o r t s . I f 

you or Mr. P a d i l l a have any questions about those r e p o r t s , 
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I can make her a v a i l a b l e . But otherwise, I would conclude 

my case a t t h i s p o i n t . 

EXAMINER JONES: Yeah. I d i d want t o ask j u s t a 

couple of questions about the — I don't know i f Mr. 

P a d i l l a does, but i f you put her on I would ask a couple of 

questions t o her. 

MS. MacQUESTEN: A l l r i g h t , l e t ' s do t h a t then. 

Thank you. 

JANE PROUTY, 

the witness h e r e i n , a f t e r having been f i r s t d uly sworn upon 

her 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. Jane Prouty. 

Q. And where do you work? 

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

Q. And what i s your t i t l e ? 

A. I'm the Bureau Chief i n charge of Automation and 

Records Bureau. 

Q. I n your p o s i t i o n as Bureau Chief, are you 

responsible f o r overseeing production r e p o r t s , r e p o r t i n g by 

operators? 

A. Yes. 

Q. And are you also responsible f o r overseeing the 
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producti o n r e p o r t s and other r e p o r t s f i l e d by operators? 

A. Yes. 

Q. Let me give you your very own e x h i b i t packet. 

A. May I make j u s t one — I'm responsible f o r OCD's 

data. The — We use the GO-TECH website, and they are 

responsible f o r how they d i s p l a y some of the data, so we're 

only responsible f o r what we d i s p l a y . But as f a r as I 

know, the GO-TECH s i t e i s also accurate. 

Q. Okay. Just t o give everyone here a l i t t l e 

background on the r e l a t i o n s h i p between GO-TECH and the OCD, 

could you t e l l us how production data comes t o the OCD and 

how i t goes t o GO-TECH? 

A. Okay, production data comes t o the OCD i n an 

e l e c t r o n i c f i l e from the operators, and i t ' s v a l i d a t e d by a 

web a p p l i c a t i o n . And then once i t passes a l l v a l i d a t i o n , 

i t ' s s t o r e d i n our system. And once a month I p u b l i s h a l l 

of our production data t o a s i t e t h a t anyone can come and 

pi c k up the data. And GO-TECH i s one of the people who — 

one of the groups who pick i t up. IHS pick s i t up, maybe 

f i v e or s i x other companies who use production data f o r 

maybe GIS a p p l i c a t i o n s or whatever p i c k i t up, so j u s t — 

they get a monthly copy of a l l data. 

Q. Okay. And one t h i n g t h a t may be a l i t t l e 

d i f f i c u l t t o understand, the data t h a t i s obtained by the 
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operator i s not the data t h a t people would see i f they went 

t o our website and looked up production data; i s t h a t 

r i g h t ? 

A. I think,you might be r e f e r r i n g t o the format we 

get i t i n . 

Q. Right. 

A. Yes, operators use many d i f f e r e n t ways t o get 

t h e i r data i n t o the format t h a t we read. They can use an 

Excel spreadsheet t h a t we provide, or they can use t h e i r 

own accounting systems, and we p u b l i s h the l a y o u t we 

expect. So t h a t layout i s a conglomeration of numbers a l l 

together, and then the programs create t h a t conglomeration 

of numbers and also parse i t back out i n t o p r o d u c t i o n . 

Q. And i f we were t o look a t t h a t conglomeration of 

numbers, you'd probably be the only person i n the room who 

would be able t o read t h a t and understand t h a t ; i s t h a t 

c o r r e c t ? 

A. I — yes. Not "able t o " because we p u b l i s h a 

l a y o u t , you can map i t , i t ' s p r e t t y easy t o map from the 

l a y o u t . But as f a r as having memorized the l a y o u t , yeah. 

Q. Okay. So t h a t data t h a t comes from the operator 

t o OCD i n t h a t format i s then used t o generate v a r i o u s 

r e p o r t s ; i s t h a t r i g h t ? — 

A. Yes. 

Q. — t h a t show up on the OCD website and on 
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GO-TECH's website, but the i n f o r m a t i o n those s i t e s are 

using i s a l l the i n f o r m a t i o n provided or issued by the 

operator? 

A. Yes. 

Q. Okay. There were two r e p o r t s t h a t you may be 

able t o help us on, and then the Examiners may have other 

questions f o r you. One was the l i s t showing whether 

amendments had been f i l e d by Pronghorn. Was t h a t l i s t 

something t h a t you generated s p e c i f i c a l l y f o r t h i s case? 

A. Yes. 

Q. And what were you t r y i n g t o show by t h i s l i s t ? 

A. You had asked me about a l l C-115s f i l e d by 

Pronghorn, and I j u s t ran a l i s t against one t a b l e t h a t 

every time an operator submits a new C-115, whether i t ' s 

f o r the f i r s t time or 4 0 times a f t e r i t f o r the same month, 

we keep t h a t data. So t h a t was a summary o f , yes, the 

J u l y , 2007, C-115 came i n on t h i s day, and i t was the f i r s t 

time i t had been reported. The August one came on t h i s 

day, then there was a second August one t h a t came i n three 

weeks l a t e r or whatever. So i t t r a c k s t h a t summary 

i n f o r m a t i o n t o l e t us know a l l the d i f f e r e n t times t h a t 

C-115s have been f i l e d . 

Q. And what was your conclusion as t o whether 

Pronghorn had f i l e d amendments on — i n year 2 007? 

A. They had not, and — but f o r August t h e r e was 
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one. That's a l l I remember. I don't — I'm not l o o k i n g a t 

the e x h i b i t . But August, 2007, there was one. 

Q. Okay. Now another way we could have done t h i s 

would have been t o p u l l up a l l the production r e p o r t s f i l e d 

f o r the months of issue and compare them t o what we had 

p u l l e d back when we o r i g i n a l l y d i d t h a t case and see i f 

th e r e had been any changes, r i g h t ? 

A. Yes. 

Q. But t h a t would have been r a t h e r bulky? 

A. Yes. 

Q. So t h i s was a condensed way t o f i n d out i f any 

amendments had been f i l e d — 

A. Uh-huh. 

Q. — wi t h o u t having t o t e d i o u s l y go through and 

compare month by month t o make sure they were the same. 

Out of c u r i o s i t y , do you r e c a l l any contact from 

Pronghorn on how t o f i l e amendments? 

A. No. I don't always know what company someone 

works f o r when I help them on the phone, but I don't r e c a l l 

i t , and... 

Q. The amendments a t issue here would have been f o r 

some 72 months. How would amendments f o r a 72-month p e r i o d 

be handled? Would they have t o f i l e an amendment f o r each 

month, or how d i d i t work? 

A. Yes, they would j u s t replace t h e i r f i l e s . So f o r 
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example, i f they used the spreadsheet t h a t we provide, i t ' s 

j u s t a matter of going i n t o change one w e l l and change the 

d i s p o s i t i o n f o r t h a t w e l l , and then r e c r e a t e t h a t funny 

f i l e you were t a l k i n g about. 

We have a u t i l i t y — everyone — we d i s t r i b u t e a 

u t i l i t y t h a t creates t h a t glob of numbers, and then they 

would resubmit i t on the e l e c t r o n i c a p p l i c a t i o n . So i t ' s 

very easy, but t h a t ' s how i t ' s done, you j u s t change the 

one t h a t ' s a f f e c t e d , but you re-send a l l of the w e l l s t o 

us. 

Q. And again, you have — nothing t h a t you have seen 

regarding Pronghorn i n d i c a t e s t h a t amendments were f i l e d 

f o r a 72-month period? 

A. No. 

Q. The other r e p o r t t h a t people here may not have 

seen before i s t h a t E x h i b i t Number 18, the very l a s t one i n 

the packet, the Detailed Balancing Report. 

A. Uh-huh. 

Q. And we were using t h a t t o determine whether 

Pronghorn had reported t r a n s p o r t a t i o n of any product. 

Could you e x p l a i n t o us how t h i s document w i l l help us 

f i g u r e t h a t out? 

A. A l l r i g h t , t h i s we c a l l our summary balancing — 

our d e t a i l e d balancing r e p o r t , because the i n t e n t i o n i s t o 

show by pool and property whether the gas produced matches 
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the gas d i s p o s i t i o n e d , and whether the d i s p o s i t i o n — 

meaning t r a n s p o r t e d , l o s t vapors, s t o l e n , o i l s t o l e n , 

whatever — and same w i t h o i l , produced, the beginning of 

the month storage, the end of the month storage and what 

was t r a n s p o r t e d . So the main i n t e n t i o n of the r e p o r t was 

t o show a variance between what was produced and what was 

d i s p o s i t i o n e d 

And i n the column c a l l e d Gas Transported, as you 

have s a i d , i f there's a value there, y o u ' l l f i n d t o the 

l e f t who the operator reported t r a n s p o r t e d the product and 

from what meter i t was measured or from what tank i t was 

taken. 

So on the ones t h a t were h i g h l i g h t e d as having 

had gas tr a n s p o r t e d , you can see — l i k e — I j u s t went t o 

page 3 of the f i r s t month, and i f you look a t the G i l a 4 

Deep w e l l i n the Johnson Ranch-Wolfcamp, 1798 M's of gas — 

MCF of gas were produced from t h a t w e l l , and the same exact 

amount were tr a n s p o r t e d . And you see t h a t they were 

t r a n s p o r t e d by OGRID 7414, which i s Enron. 

So t h a t ' s how we use the r e p o r t . I t ' s j u s t a 

one-time capture of what the C-115 looked l i k e . Just f o r 

o i l and gas, not water. 

Q. And the f a c t t h a t the gas was t r a n s p o r t e d i s 

something t h a t the operator t e l l s you i n the C-115? 

A. Absolutely, yes. 
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MS. MacQUESTEN: I have no other questions. 

EXAMINER JONES: Mr. P a d i l l a , do you have 

questions f o r her? 

CROSS-EXAMINATION 

BY MR. PADILLA: 

Q. You mentioned something about a funny r e p o r t . 

A. Did you say funny? 

Q. A funny r e p o r t . 

A. Okay, yes, yes. 

Q. I s t h a t — I d i d n ' t understand what you meant by 

t h a t . 

A. A l l r i g h t , the — Any operator creates a C-115 i n 

whatever way they want. I f they have an accounting system, 

t h a t creates t h e i r C-115, and we don't make them t u r n 

around and w r i t e i t down on a piece of paper and giv e i t t o 

us. They generate a f i l e of data. 

And then the data has t o be i n one format f o r the 

OCD t o accept i t , f o r any o r g a n i z a t i o n t o accept i t . So 

the data i s simply moved from — i f you look a t a C-115 on 

your screen, i t would say 10 MCF t r a n s p o r t e d under t h i s 

w e l l . The computer i s going t o take out the spaces and put 

i n the w e l l number — w e l l , the API number, the pool 

number, the property number, the t r a n s p o r t e r number t h a t 

the operator entered. 

So a l l the numbers are the numbers t h a t the 
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operator entered, but they're put i n t o a c e r t a i n f i l e of a 

standard format so t h a t programs can read them. There's no 

funny numbers i n them. What i t means i s , they're glommed 

together. I t ' s not —'• i t ' s readable by the human eye, 

because i t j u s t i s a c o l l e c t i o n of numbers. 

Q. Okay. You said you d i d a summary or a summary 

review f o r — t o see whether any amendments had been f i l e d . 

How d i d you go about making t h a t summary review? 

A. Whenever a C-115 i s submitted t o the OCD, 

something goes i n t o one of our ta b l e s of i n f o r m a t i o n , and 

I queried t h a t . 

Q. But you d i d n ' t check every month? 

A. Yes, I p u l l e d everything t h a t Pronghorn had ever 

submitted. 

Q. And what you view would have shown some 

amendment? 

A. Yes, i f there had been any. There was one f o r 

August of 2007. 

MR. PADILLA: A l l r i g h t , t h a t ' s a l l I have. 

EXAMINATION 

BY EXAMINER JONES: 

Q. Okay, I t h i n k you — t h i s i s a nice r e p o r t . The 

sales always match the production on t h i s r e p o r t ? 

A. Well, not necessarily sales. I f i t says 

Transported, t h a t was sales, but there's another column f o r 
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Other, and t h a t would be where the vapor or the v e n t i n g , 

the f l a r i n g — 

Q. — gas? 

A. Yes, would be i n the gas area, and then o i l , the 

l o s t , s t o l e n , sedimentation. So the two together would add 

up. We allow them t o be o f f by one f o r rounding. 

Q. Okay. So i s t h i s an ONGARD — 

A. No, i t ' s generated on our server a t EMNRD, and 

i t ' s a v a i l a b l e on the web. 

Q. Okay. But the Tax and Rev people, do they have 

access t o t h i s , or do they get reported d i r e c t l y from the 

producer t o them, or do they take numbers rep o r t e d t o OCD 

and see i f they — i f they taxed based on pr o d u c t i o n or i f 

they taxed based on sales or whatever — 

A. A l l of the above. 

Q. A l l of the above? 

A. Yes. Every n i g h t we send our data t o ONGARD, so 

Tax and Rev and the Land O f f i c e do t h e i r own c a l c u l a t i o n s 

on i t , but they a c t u a l l y wrote t h e i r r e p o r t s l i k e t h i s 

a f t e r we have them, so they also use our r e p o r t s on the 

web, they create t h e i r own r e p o r t s t h a t are s i m i l a r . Well 

operators r e p o r t data t o Tax and Rev, f o r example, and t o 

the Land O f f i c e , and Tax and Rev has programs w r i t t e n t o 

compare. So they are always looking f o r what was rep o r t e d 

t o the OCD as transported and what was repor t e d t o Taxation 
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and Revenue, and i f they don't match they become a u d i t 

candidates. 

Q. Okay. 

A. So the user data f o r a second measure. 

Q. Okay. So i f there was some operator who kept 

r e p o r t i n g — kept — when operators f i l l out a computer 

program or spreadsheet or something t o r e p o r t data, can 

they e a s i l y r e p o r t the same data from month t o month 

w i t h o u t — I n other words, how easy i s t h i s system t o — I n 

t h i s case we have testimony t h a t data was r e p o r t e d 

i n c o r r e c t l y , when the w e l l s weren't even producing, so 

obviously they might have got taxed on t h a t t o o . 

But i s i t a case where the — I f o r g o t what I 

was t r y i n g t o say here, but I t h i n k i t was the — I s i t 

r e a l easy t o do that? I n other words, i s t h i s the only 

case ever t h a t you've seen operators t h a t might have 

f a b r i c a t e d data, and i s i t easy t o do computerwise, or does 

i t take some k i n d of d e l i b e r a t e , i n t e n t i o n a l act t o do? 

A. Well, I don't know. You know, we don't have any 

way of checking, f o r my job. We take the data we r e c e i v e . 

But t h i n g s l i k e — i n the beginning operators 

would a c c i d e n t a l l y add an e x t r a zero or something, and our 

numbers would — you know, I ' d be g e t t i n g c a l l s from a l l 

over the country saying, Boy, you're producing a l o t , you 

know. 

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 

69 

But i n the l a s t f i v e years we've had t h i s system 

t h a t a u t o m a t i c a l l y balances. So i f they were t o make a 

mistake and enter an ext r a zero i n the pr o d u c t i o n , they'd 

have t o make the same mistake on the d i s p o s i t i o n side. So 

t h a t ' s t o t a l l y reduced any type of keying mistakes t h a t we 

used t o have, our requirement t o have them be i n balance. 

So — But i f they i n t e n t i o n a l l y wanted t o deceive 

— they're — again, they're r e q u i r e d t o i n d i c a t e what 

happened t o the product they produced. And i f t h a t were a 

so l d product, i t would come around on the Taxation and 

Revenue side where they would say, no, the t r a n s p o r t e r i s 

r e p o r t i n g they picked up f i v e times as much or f i v e times 

as l i t t l e , and they would catch those variances, and they 

do catch those variances, so. . . 

And then the l a s t one about making j u s t a — 

maybe a c c i d e n t a l l y repeating one r e p o r t t o the next, t h a t 

could happen, but the oper- — we put our data on the web 

w i t h the r e s p o n s i b i l i t y of the operator t o make sure t h a t 

t h a t ' s what they reported. And they and everyone e l s e , a l l 

t h e i r stakeholders, would look a t t h a t data. And i f you 

saw two months the same, people see t h a t , and we see i t and 

others do, and f i x i t . 

So I don't t h i n k i t happens — i t may happen, but 

then people amend and f i x i t . 

EXAMINER JONES: Okay. Okay, t h a t ' s a l l the 
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questions I have, so... 

Do you have any questions? 

EXAMINER BROOKS: Nothing. 

EXAMINER JONES: Thank you very much. 

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

EXAMINER JONES: Okay, w e ' l l probably break a t 

12:00? 

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

EXAMINER JONES: Do you want t o go ahead and — 

EXAMINER BROOKS: I ' d say about 10 t i l l 12:00, 

t h a t w i l l g ive us 25 minutes. 

EXAMINER JONES: 25 minutes or so, t o — before 

lunch, a t l e a s t . Okay. 

MR. PADILLA: We can put on our case. 

EXAMINER JONES: Okay. 

MR. PADILLA: We'll c a l l Mr. Baber a t t h i s time. 

GUY A. BABER, I I I , 

the witness h e 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 MR. PADILLA: 

Q. Mr. Baber, please s t a t e your f u l l name, please. 

A. My name i s Guy A l l e n Baber, I I I . 

Q. Mr. Baber, what i s your connection w i t h Pronghorn 

Management Corporation? 
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A. I'm president of Pronghorn Management 

Corporation. 

Q. Mr. Baber, you've been i n t r o u b l e w i t h the OCD 

f o r q u i t e a w h i l e , haven't you? 

A. I guess you could say t h a t . 

Q. Okay. T e l l us ge n e r a l l y where you have been i n 

r e l a t i o n t o your r e g u l a t o r y requirements and your o i l and 

gas operations, say i n the l a s t two years. 

A. Well, i t ' s been an ongoing s i t u a t i o n . I've had, 

obviously, some problems, f i n a n c i a l s i t u a t i o n s being the 

main one, and been t r y i n g t o move forward and be p o s i t i v e 

about ever y t h i n g . I have made some progress the l a s t few 

months, I have been able t o b r i n g an i n v e s t o r — investment 

group, i n , and prepared t o do some work on our leases. 

Q. When d i d t h a t happen? 

A. We s t a r t e d working around — seems l i k e around 

the f i r s t p a r t of October. But i t ' s been — I've been, you 

know, attempting t o r a i s e money or f i n d an investment group 

or a par t n e r f o r several months now, end of years, and a t 

times I thought I might have had something to g e t h e r , and 

every time i t seemed t o f a l l through and not work out. 

Q. Give us a type of — OCD had an E x h i b i t 4, which 

i s h i g h l i g h t e d w i t h the m u l t i - c o l o r s on i t . What k i n d of 

w e l l s g e n e r a l l y are those t h a t are i n t h a t e x h i b i t ? Are 

they o l d w e l l s , new wells? What ki n d of w e l l s are they? 
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A. Most of them are o l d w e l l s . They're shallow 

w e l l s , a l l except the G i l a 4 t h a t we mentioned, from the 

Delaware, Ramsey Sand, B e l l Canyon zone, which i s about 

5200 f e e t , up t o the Jalmat, Yates zone, which i s around 

2200, 2300 f e e t . 

Q. I n terms of f r e s h water, are t h e r e any w e l l s t h a t 

you know of t h a t have encountered f r e s h water i n the area 

of the wells? 

A. There are not. The w e l l s we have are — surface 

i s set through the freshwater and cemented, and the 

produ c t i o n s t r i n g . 

Q. Now, i n August of 2007, we had a meeting w i t h the 

OCD i n the midst of applying f o r de novo hearings on some 

of the cases t h a t have been f i l e d against you. What was 

your consensus of the meeting, as f a r as what you were 

t r y i n g t o do and achieve w i t h the OCD? 

A. What I was t r y i n g t o — i s get w i t h i n — maybe 

not t o t a l compliance, but w i t h a — you know, make some 

major steps i n compliance and t r y t o — these w e l l s on t h i s 

l i s t , a l l the w e l l s , e i t h e r r e t u r n them t o p r o d u c t i o n or 

i n j e c t i o n , as the case may be. 

Q. Why i s i n j e c t i o n — why are the i n j e c t i o n w e l l s 

r e l e v a n t ? 

A. Well, j u s t take f o r instance, oh my, New Mexico 

State DL and EF lease, and the w e l l t h a t we t a l k e d about I 
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put on, the DL Number 4. 

I n a d d i t i o n t o t h a t , we have the New Mexico State 

EF Number 3 t h a t we d i d some work on also f o r — i t ' s an 

SWD i n j e c t i o n w e l l t h a t we've — we returned i t back t o 

i n j e c t i o n s t a t u s and d i d the necessary work t o b r i n g i t 

back, mechanical i n t e g r i t y t e s t and so f o r t h . 

But the reason I need — the i n j e c t i o n w e l l i s 

important i s , w i t h t h i s we don't have t o haul our water 

o f f , which water hau l i n g i n today's market i s c o s t i n g you 

about $3 a b a r r e l t o haul o f f . We have t h i s i n j e c t i o n w e l l 

t h a t we can — t h a t ' s been approved f o r the lease — f o r 

lease water t o go — i n j e c t i n t o i t . 

The — w e l l , of course, the DL Number 4 only was 

doing — i t was making about — oh, somewhere about 11 t o 

15 b a r r e l s of o i l i n i t i a l l y , but i t ' s down t o — now, the 

l a s t few weeks, i t ' s been doing about 5 1/2 b a r r e l s and 

105, 108 b a r r e l s of water. So you can see w i t h t h a t type 

of r a t i o what — how important i t i s f o r us t o have an 

i n j e c t i o n w e l l t o go t o w i t h our water. 

Q. Now you've prepared an e x h i b i t , E x h i b i t 1, f o r 

i n t r o d u c t i o n a t t h i s hearing. T e l l us what t h a t i s . 

A. Well, what I t r i e d t o do i s , I went down the l i s t 

t h a t we had, working o f f the l i s t we've been t a l k i n g about, 

and t r i e d t o give a — a pr o j e c t e d expenditure of what we 

f e e l l i k e i t would take f o r us t o b r i n g the w e l l back i n t o 
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p r o d u c t i o n or back i n t o — r e t u r n t o i n j e c t i o n , whatever 

the s t a t u s may be. 

And then — 

Q. Let's s t a r t o f f a t the top, w i t h the A t l a n t i c 

State Number 1. You have $7500. I s t h a t an a c t u a l or 

p r o j e c t e d expense? 

A. That's p r o j e c t e d . B a s i c a l l y , everything's i n 

place on t h i s w e l l w i t h the pumping u n i t , the t u b i n g , the 

rods and the pump. Apparently there's something wrong 

downhole w i t h e i t h e r the pump or the t u b i n g . That may have 

a hole i t , something of t h a t nature, t h a t we f e e l l i k e we 

can get t h i s w e l l back i n production f o r t h i s p r o j e c t e d 

amount of money. 

Q. Take us across. You have the API number, the 

w e l l name, the p r o j e c t e d expense, r i g days, then you have a 

number, IQ — 1Q. 

A. What I was t r y i n g t o do was come up w i t h a 

reasonable time frame and a r e a l i s t i c time frame t h a t I 

f e e l l i k e , w i t h — c e r t a i n l y w i t h approval, t h a t we could 

get these w e l l s back i n compliance. 

Of course, 1Q 08 means f i r s t q u a r t e r '08, 2Q 08 

second quarter *08, 3Q 08 t h i r d quarter '08. What I t r i e d 

t o do i s — my focus r i g h t now would be on the DL lease and 

the EF lease and the Marshall leases where we could go 

and — 
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(Off the record) 

Q. (By Mr. P a d i l l a ) Let me ask you, we're t a l k i n g 

about the f i r s t l i n e , how you were e x p l a i n i n g the p r o j e c t e d 

expenditure, $7500. Let me ask you, how d i d you a r r i v e a t 

t h a t p r o j e c t e d expenditure? 

A. Just estimated what I thought i t would cost us 

w i t h r i g time, r e n t a l t o o l s , and any a d d i t i o n a l c o n t r a c t e d 

work we might — might be necessary, connections, 

miscellaneous connections, p o s s i b l y pressure t e s t i n g , t h a t 

type of s i t u a t i o n , keel t r u c k , t r a n s p o r t . 

Came up w i t h — b a s i c a l l y j u s t an a u t h o r i t y f o r 

expenditure, an AFE, and — 

Q. Well, l e t ' s t a l k about t h a t . 

A. — t h a t ' s about what the number i s . 

Q. There's been a l o t s a i d here t h a t you've made a 

l o t of promises and you haven't complied w i t h them. How 

can you assure the D i v i s i o n t h a t $7500 i s not p i e i n the 

sky or some other type of f i g u r e t h a t you're p u l l i n g out of 

the — somewhere? 

A. Well, j u s t from experience and — I don't know i f 

I've made a bunch of promises, but I've been t o l d what was 

represented t o me and th i n g s haven't worked out l i k e I 

would hoped they would, c e r t a i n l y not. I mean, I've been 

having t o l i v e w i t h t h i s t h i n g every day too, and i t ' s been 

d i f f i c u l t a t times. 
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But I believe I have some money put tog e t h e r , as 

shown, g e t t i n g tack t o DL lease, you're asking me about — 

Q. I s t h a t on the second page? 

A. Yes, s i r . 

Q. Okay. Okay, go ahead and t e l l us about DL lease. 

A. The DL 4, we have p r o j e c t e d i t would take us 

about $36,500 t o put i t back together and back on, which t o 

date we've spent r i g h t a t the $35,000 number, and the w e l l 

i s producing and has been producing. 

We d i d do pressure t e s t i n g on our casing above 

the p e r f s and below the p e r f s t o make sure the mechanical 

i n t e g r i t y i s okay. We're doing a base t e s t on the 

production now, and maybe down the road we might be l o o k i n g 

a t a f r a c j o b , and t h a t ' s one of the reasons we wanted t o 

know i f t h e , you know, casing i s i n good shape. 

Again, co n t i n u i n g work on the — we've done some 

work on the EF Number 3, which i s a s a l t w a t e r 

d i s p o s a l / i n j e c t i o n w e l l . We had t o — we spent — our 

packer — we d i d a pressure t e s t i n the backside. The 

casing d i d n ' t — the backside d i d n ' t hold, so we suspected 

a packer leak and a hole i n the t u b i n g , and t h a t ' s what we 

found. 

And we d i d our pressure t e s t i n g , and the w e l l — 

we got i t back on and everything back i n the hole, and we 

passed the mechanical i n t e g r i t y t e s t . 
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And h o p e f u l l y i n the next couple of weeks — I've 

set pumping u n i t s on the DL Number 3, the DL Number 5, and 

also on the EF Number 1, and we w i l l be p u t t i n g those w e l l s 

back on production. 

Q. How soon are they going t o be back on production? 

A. I've been — they should be back on p r o d u c t i o n i n 

the next couple weeks. I've got — I have e l e c t r i c i t y now 

t o these w e l l s . I've been back and f o r t h t o e l e c t r i c i a n s 

and, you know, g e t t i n g e l e c t r i c i t y , motors i n s t a l l e d and 

transformers and so f o r t h , f o r about t h r e e weeks now. 

But as you can see, f o r the o v e r a l l DL lease and 

EF lease I've — we spent r i g h t a t $300,000. I f you add — 

Q. You have — 

A. — a l l t h a t up, i t comes r i g h t close t o 

$300,000. 

Q. You have a f i g u r e down here, a c t u a l expenditures 

of $298,400. I s t h a t — 

A. Okay, t h a t ' s rounded o f f , t h a t ' s probably — 

yeah, t h a t ' s — yes, t h a t ' s — 

Q. Okay, where are you going next? Where's your 

next focus? 

A. Well, of course our focus i s t o get the — as I 

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

prod u c t i o n . 

And then we w i l l move up t o the New Mexico State 
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DL Number 1, and we t h i n k there•s some lower Delaware t h a t 

we're i n t e r e s t e d i n t e s t i n g and e v a l u a t i n g t h a t s i t u a t i o n , 

t h a t wellbore. I t ' s — t h i s — the DL Number 1 i s the only 

wellbore out there i n t h i s area or on our lease t h a t 

penetrated the lower Delaware. I t ' s cased t o 9000 f e e t , 

and the r e s t of these DL and EF w e l l s are cased b a s i c a l l y 

around 5200 f e e t . So we're going t o attempt a recompletion 

i n the lower Delaware w e l l s . 

Q. You have t h a t s l a t e d f o r the second q u a r t e r of 

2008? 

A. That's — t h a t ' s c o r r e c t . 

What I was t r y i n g t o do i s where our focus would 

be, and of course always where we could go f o r cash f l o w t o 

help us out, t o help us t o pay f o r these — some of these 

p r o j e c t s . And, you know, some of these we may move t o , you 

know, t h i r d quarter t h a t were scheduled f o r second q u a r t e r , 

or some of them, you know, may be — t h a t we had i n the 

f o u r t h q u a r t e r , t h a t we may t r y t o get on i n the second 

q u a r t e r . I was j u s t t r y i n g t o get an o v e r a l l view of what 

we would t r y t o do. 

Q. I asked you e a r l i e r about the p r o j e c t e d 

expenditure. How d i d you a r r i v e a t those, and what 

assurance can you give the D i v i s i o n t h a t you have the money 

t o do t h i s ? 

A. Well, I don't — a l l the assurance I have i s , I 
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1 have spent $300,000, and the investment group has committed 

2 t o over a m i l l i o n , or r i g h t a t a m i l l i o n d o l l a r s r i g h t now, 

3 and we've signed a l e t t e r agreement and have — and they're 

4 ready t o proceed — 

5 Q. How — 

6 A. — as w e l l as we are. 

7 Q. Okay, l e t me ask you now, how do they — how do 

8 they fund a p a r t i c u l a r p r o j e c t ? 

9 A. What we do on our end i s , we t a l k about what a 

10 p a r t i c u l a r p r o j e c t would be. I submit an AFE, which i s 

11 broken down on your c o n t r a c t and expenses w i t h your — 

12 whatever you're going t o have t o spend out on a w e l l , your 

13 p u l l i n g u n i t time, r e n t a l t o o l s , water, you know, whatever 

14 the s i t u a t i o n might be, whatever — you know, p o s s i b l y a c i d 

15 work, s t i m u l a t i o n f o r cleaning the wellbore and then 

16 p u t t i n g the w e l l back on production. 

17 Q. How d i d you a r r i v e a t the AFE numbers? 

18 A. Just knowing what the costs are — 

19 Q. Yeah, I unders- — 

20 A. — i n today's market. 

21 Q. I understand t h a t . But I mean, how d i d you 

22 assess what you had t o do, say, f o r the A t l a n t i c State 

23 Number 1 w e l l t o spend $7500? 

24 A. Just knowing the h i s t o r y of the w e l l and knowing 

25 the depth of the w e l l and knowing what's i n the w e l l b o r e 
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i t s e l f , t u b i n g and rods, and knowing I'm not going t o have 

t o purchase t u b i n g and rods, I've got the t u b i n g and rods 

i n the w e l l , and knowing the pumping u n i t i s a l l s e t . 

Q. How d i d you know you had a hole i n the tubing? 

A. We — I said we suspect a hole i n the t u b i n g , 

j u s t the way the t h i n g — i t won't p r e s s u r e - t e s t , and 

t h a t ' s what we suspect, the way the pressure t e s t acted. 

I t ' l l pressure up a l i t t l e b i t , but then i t ' l l bleed r i g h t 

back o f f . I t ' l l h old, but i t won't hold, and then i t ' l l 

bleed — slowly bleed back o f f . 

Q. But you've done t h i s assessment on the w e l l 

i t s e l f already? 

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

Q. A l l r i g h t . So l e t ' s take the next w e l l , the 

F i e l d s Number 4. You have t h a t s l a t e d f o r the second 

qua r t e r . Let me ask you, how d i d you evaluate t h a t w e l l t o 

do work on i t , on the second quarter of '08? 

A. We f e l t l i k e t h i s w e l l had a chance of being 

p r o d u c t i v e , and i t has — we'd have t o i n s t a l l a pumping 

u n i t on i t , but besides t h a t everything else i s i n place, 

t u b i n g and rods and pump. We'll probably have t o , 

obviously, change the rod and pump i n i t — rods and pump, 

or the pump, but w i t h a pumping u n i t I b e l i e v e we can b r i n g 

i t back i n t o production. 

Q. What other w e l l s are you p r o j e c t i n g the f i r s t 
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q u a r t e r of '08? 

A. Well, we had the A t l a n t i c State, New Mexico State 

DL 3. DL 4 i s — we put i t i n f o u r t h q u a r t e r , '07. DL 5, 

and then of course the EF Number 3 and the EF Number 1 

would be f i r s t q uarter. 

And then we have another shallow w e l l over i n 

Eddy County also, the Si v l e y State Number 1, t h a t we f e e l 

l i k e we can put on production f a i r l y economical i n the 

f i r s t q u arter of '08. 

Q. What do you have t o do t o t h a t well? 

A. That would be — we'd have t o i n s t a l l a pumping 

u n i t t h e r e , and we bought a s t r i n g of t u b i n g t h a t we would 

need, and w e ' l l have some a d d i t i o n a l rods, and w e ' l l have 

t o buy a rod pump. 

Q. I s t h a t expenditure included i n the $300,000? 

A. No, i t i s not. We've had t h a t , b a s i c a l l y — our 

t u b i n g , we've had i t i n our inventory, t h a t we haven't been 

using. 

Q. Can you t e l l the Examiner what k i n d of 

engineering and geologic evaluations you have made on these 

wells? 

A. The b i g — where I had my major engineering 

e v a l u a t i o n done i n a geologic study was on t h a t Cruz-

Delaware area, which takes i n t o play the DL and EF leases 

on the s t a t e side, and then the Marshall F i e l d s lease on 
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the f e d e r a l side. I had t o put something together from an 

engineering standpoint and a g e o l o g i c a l standpoint t o have 

a p r o f e s s i o n a l and a — and a — reserve f i g u r e s put 

together and — t o present t o i n v e s t o r s or an investment 

group, t o show them t h a t — not only what we suspected 

might be the s i t u a t i o n out on these leases i n t h i s zone, 

t h a t i t ' s backed up w i t h engineering and geology r e p o r t i n g . 

Q. How much d i d you spend on t h a t geologic and 

engineering study? 

A. Oh, the number i s probably going t o be — 

probably $4000 or $5000, but — I t would probably have been 

more than t h a t , but the engineer I had working w i t h me i s 

i n t e r e s t e d i n p o s s i b l y t a k i n g an i n t e r e s t or — a working 

i n t e r e s t or maybe even an o v e r r i d e , some type of i n t e r e s t 

i n the p r o j e c t i t s e l f . And t h a t ' s the case of the 

g e o l o g i s t also. 

Q. I n o t i c e t h a t the Marshall w e l l s are s l a t e d t o — 

f o r work on the second quarter. 

A. Yes, s i r . 

Q. How sure are you of doing t h a t work? 

A. Well, I f e e l p r e t t y c o n f i d e n t w i t h what we've 

es t a b l i s h e d already on the — I ' l l probably know more about 

i t — w e l l , I say t h a t , t h a t ' s not r i g h t . The investment 

group i s committed t o t h i s work, and they f e e l good about 

the p r o j e c t j u s t w i t h the l i t t l e work we've done already 
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and some of the r e s u l t s we've seen, so I f e e l f a i r l y 

c o n f i d e n t we can get i t done. 

As you can see, the b i g c a p i t a l expenditure on 

g e t t i n g these w e l l s back going i s purchasing pumping u n i t s . 

Q. How d i f f i c u l t i s i t t o get pumping u n i t s today? 

A. I t ' s — the pumping u n i t s are — there's — i t ' s 

not a problem, you've probably got maybe a week t o 10 days 

delay time. The pumping u n i t s themselves are not a 

problem, the problem i s scheduling s e t t i n g the pumping 

u n i t s w i t h the c o n t r a c t i n g people, having t r u c k s a v a i l a b l e . 

Q. What's your experience been t o date w i t h regard 

t o c o n t r a c t work? 

A. About a two- t o three-week l a g time, from when 

you — when you want — when you — when you l i k e t o have 

them — when you're ready t o move the pumping u n i t out 

ther e and get i t set t o when they could f i t i t i n t o your 

schedule. I t ' s been running about two weeks, maybe two and 

a h a l f weeks. 

Q. How many people are employed by you? 

A. Nobody, zero. 

Q. How many employees do you have? 

A. I don't have any employees. 

Q. You're Pronghorn? 

A. I'm Pronghorn. 

Q. So you need t o get c o n t r a c t o r s ; i s t h a t — 
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A. That's c o r r e c t . 

Q. How — I can't emphasize the answers s t r o n g l y 

enough, these assurance questions I'm asking you about, 

your commitment or your i n v e s t o r s ' commitment t o assure the 

D i v i s i o n t h a t t h i s work i s going t o occur. Can you comment 

on t h a t ? 

A. I t j u s t — w i t h what I t h i n k I've done already, 

w i t h the almost $300,000. And j u s t l i k e I b e l i e v e Mr. 

Sanchez sa i d , i n today's market, you know, there's an 

o p p o r t u n i t y , which I've f i n a l l y been able t o put some 

investment money together t o go out and do t h i s type of 

work. 

I mean, now's the time — good f a i t h on my p a r t 

— I've been f i g h t i n g i t every day. I know, obvio u s l y , i t 

doesn't look l i k e , but I've been f i g h t i n g i t every day, and 

there's been some confusion on where we were and so f o r t h . 

But anyway, I mean, i t ' s — even t h i s i s an 

aggressive pl a n , but I t h i n k we can, you know, put i t 

together and get the m a j o r i t y of t h i s work done. 

Q. A l l r i g h t . Let me ask you about your thoughts 

and comments on the D i v i s i o n ' s case i n terms of s h u t t i n g 

you down completely. 

EXAMINER JONES: Mr. P a d i l l a , I hate t o 

i n t e r r u p t , but i s t h a t a place we could break f o r lunch? 

MR. PADILLA: Sure. 
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EXAMINER BROOKS: Okay, thank you. 

EXAMINER JONES: Come back a t around 1:15. 

MR. PADILLA: A l l r i g h t . 

THE WITNESS: Thank you. 

(Thereupon, noon recess was taken a t 11:52 a.m.) 

(The f o l l o w i n g proceedings had a t 1:18 p.m.) 

EXAMINER JONES: Okay, l e t ' s go back on the 

record and continue the testimony of Mr. Baber. 

Q. (By Mr. P a d i l l a ) Okay, Mr. Baber, before the 

lunch break I bel i e v e I had asked you whether you had heard 

the p r e s e n t a t i o n of the D i v i s i o n ' s case here today, and I 

asked you what your — whether you had a comment about — 

or r e a c t i o n t o the case and the D i v i s i o n ' s requests. 

A. Well, c e r t a i n l y i t ' s very — confusing, I guess, 

would be one word. And I mean, l i k e I've s t a t e d before, I 

know t h i s has been a long time i n coming, or i n the 

process, but I f e e l l i k e I f i n a l l y can make some progress 

and am ready t o do so, ready t o move forward p o s i t i v e l y and 

get some of t h i s work done. 

Like was stated e a r l i e r , market c o n d i t i o n s have 

changed, and i t ' s freed up some investment money, and I 

b e l i e v e I can move forward and get these — some of these 

s i t u a t i o n s c orrected, and I don't see any need f o r the — 

r i g h t now f o r the plug and abandonment when we can p o s s i b l y 

r e t u r n several of these t o — i n compliance and pro d u c t i o n 
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and generate the r o y a l t i e s f o r the State and move forward 

i n t h a t manner. 

Q. Mr. Baber, on E x h i b i t 1, your E x h i b i t 1, the l a s t 

two w e l l s on t h a t e x h i b i t , on page 2, what i s the s t a t u s of 

those? One of them says t h a t f o r the State HL Number 1 

t h a t the lease has expired. What's the c o n d i t i o n of — 

A. That lease has expired, and — I don't know, i t 

was put up f o r — as a sealed b i d i n December, and I 

haven't seen the r e s u l t s of t h a t and don't know who bought 

the lease or who put i t up f o r sealed b i d . But the 

w e l l b o r e i s s t i l l t h e re, and I w i l l t a l k t o the new lease 

owner and t r y t o work something out w i t h them on t h a t . 

And then the State M, there's a question whether 

— I don't b e l i e v e I own t h a t , I b e l i e v e i t ' s — t h a t ' s 

Aspen O i l Company's w e l l and lease. I don't b e l i e v e i t ' s 

mine. 

Q. Have you done any i n v e s t i g a t i o n as t o whether 

you're the a c t u a l operator of the well? 

A. Again, i t looks l i k e t o me, from my paperwork, 

t h a t i t was t r a n s f e r r e d t o Aspen O i l Company. 

Q. Have you done any work on t h a t r e c e n t l y ? 

A. I have not. 

Q. I f you are the operator — Well, how soon can you 

f i n d out whether you are the a c t u a l operator or not? 

A. I can f i n d out i n the next few days. I c e r t a i n l y 
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ought t o know something by next week. 

Q. Okay. Mr. Baber, d i d you prepare E x h i b i t Number 

1? 

A. Yes. 

Q. Do you have anything f u r t h e r t o — Well, l e t me 

ask you t h i s . Would plugging and abandoning these w e l l s as 

r e q u i r e d — as requested by the OCD, i n your o p i n i o n , cause 

waste? 

A. I t looks l i k e t o me at t h i s p o i n t i n time i t 

would be unnecessarily — unnecessary. Obviously t o plug 

and abandon them i s q u i t e expensive, and I'm here o f f e r i n g 

t o do some work and t o — t o be able t o go back t o go back 

t o work and, you know, use my money towards t r y i n g t o 

e s t a b l i s h production and cash fl o w and being able t o work 

w i t h the leases from there. 

Q. Where are you w i t h regard t o — t o the pen a l t y 

assessment of $72,000 t h a t has been made against you? 

A. Well, I mean, I don't have the money and, you 

know, the investment group i s not going t o pay t h a t k i n d of 

money, you know. T h e y ' l l put money i n t o an o p p o r t u n i t y t o 

rework the w e l l s and so f o r t h , but — I mean, i f I ' d of had 

the money, I wouldn't be i n t h i s s i t u a t i o n where I am now. 

Q. Mr. Baber, do you have an op i n i o n as t o whether 

any of the w e l l s l i s t e d on E x h i b i t Number 1 i s a t h r e a t t o 

the environment or human welfare? 
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A. I don't t h i n k so, no. 

MR. PADILLA: I ' l l pass the witness. Ask the 

i n t r o d u c t i o n of E x h i b i t Number 1 f i r s t . 

EXAMINER JONES:. Any objection? 

MS. MacQUESTEN: No o b j e c t i o n . 

EXAMINER JONES: Okay, E x h i b i t Number 1 w i l l be 

admitted. 

Go ahead, Ms. MacQuesten. 

MS. MacQUESTEN: Mr. Examiner, I ' d l i k e t o ask 

Mr. Baber some questions using the OCD's e x h i b i t s . May I 

approach the witness and give him a copy of the e x h i b i t s ? 

EXAMINER JONES: (Nods) 

THE WITNESS: Thank you. 

CROSS-EXAMINATION 

BY MS. MacQUESTEN: 

Q. Mr. Baber, how d i d you become aware of the 

hearings today? 

A. I t h i n k the f i r s t I heard of i t was a f r i e n d of 

mine i n A r t e s i a c a l l e d me up and said we were i n the l e g a l 

n o t i c e s i n the A r t e s i a paper on a Sunday morning. 

And then of course I'm sure I — Ernie and I have 

been t a l k i n g , so... 

Q. Okay. I s the address we've been using t o contact 

Pronghorn corre c t ? P.O. Box 1772, Hobbs, New Mexico, 

88241? 

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 

89_ 

A. Yes, ma'am. 

Q. And t h a t ' s the address of record w i t h the PRC f o r 

the c o r p o r a t i o n also? 

A. I ' d j u s t have t o check on t h a t . I don't know i f 

i t i s or not. 

Q. But i t i s the r i g h t address f o r us t o use? 

A. Yes, ma'am. 

Q. Could you exp l a i n why the n o t i c e of the hearing 

t h a t was sent t o t h a t address was retur n e d from the post 

o f f i c e unclaimed a f t e r three attempts t o d e l i v e r ? 

A. I don't know. 

Q. Are you checking your mailbox? 

A. Apparently we d i d n ' t . I've been gone a few days, 

and I mean, I don't know — Apparently I d i d n ' t get 

n o t i f i e d on some of these other items al s o . 

Q. Okay. Well, i f you look a t E x h i b i t Number 3, 

there's a copy of t h a t envelope, and i t shows attempts t o 

d e l i v e r on December 10th, December 19th and December 25th, 

and i t was returned t o us unclaimed. Had you not checked 

your box durin g t h a t time period? 

A. I'm sure I have checked i t d u r i n g t h a t time 

p e r i o d . I don't know why — 

Q. What i s the — 

A. — I don't have t h a t — 

Q. — best place f o r us t o get i n touch w i t h you 
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then? 

A. Well, phone numbers and — t h i s i s — t h i s i s as 

good as any. 

Q. Okay. Let's t a l k f i r s t about Case 13,859, the 

f a l s e - r e p o r t i n g case t h a t i s the subject of the motion f o r 

the order t o show cause. 

I f you could t u r n t o E x h i b i t Number 6, the copy 

of the order t h a t was issued i n t h a t case — 

A. Okay. 

Q. — now you d i d n ' t t e s t i f y i n t h a t hearing, d i d 

you, Mr. Baber? 

A. I don't believe so. 

Q. Were you even present a t the hearing? 

A. No, ma'am. 

Q. But you were represented by counsel who appeared 

a t the hearing; i s t h a t correct? 

A. Yes, ma'am. 

Q. Have you read the order t h a t was issued? 

A. Yes, ma'am. 

Q. Now you understand t h a t i n t h a t case the OCD 

found t h a t you had knowingly and w i l l i n g l y f i l e d f a l s e 

r e p o r t s of production on some of the 11 w e l l s over a p e r i o d 

of some years; do you understand t h a t ? 

A. I understand i t now. 

Q. Well, a t what p o i n t d i d you understand t h a t ? 
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A. Probably back i n August, our meeting i n August. 

Q. Before our meeting i n August you had not read the 

order? 

A. Ma'am, I don't know when I read the order and 

when I haven't read the order. 

Q. Okay. I f you could take out E x h i b i t Number 4, 

our l i s t of w e l l s w i t h the color-coding, and i f you could 

look a t the blue w e l l s , those are the w e l l s t h a t are the 

subject of the f a l s e - r e p o r t i n g case. 

I f you'd look a t , f o r example, the J.F. Black 

p r o p e r t i e s , there are a number of w e l l s but there's only 

w e l l w i t h the f a l s e r e p o r t i n g , one w e l l coded i n blue. And 

i n the Marshall P r o p e r t i e s , again j u s t one w e l l coded i n 

blue. 

A. (Nods) 

Q. A couple of w e l l s coded i n blue f o r the New 

Mexico BZ State, two on the DL State, one on the EF State. 

The other w e l l s f o r those p r o p e r t i e s were not 

r e p o r t i n g any production; i s t h a t c o r r e c t , Mr. Baber? 

A. Yes, ma'am. 

Q. So r e a l l y , those p r o p e r t i e s had no pr o d u c t i o n a t 

a l l ; i s n ' t t h a t r i g h t ? 

A. I bel i e v e the BZ had production and the DL had 

produc t i o n . 

Q. Well, l e t me put i t t h i s way. The Hearing 
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time on those w e l l s ; i s n ' t t h a t r i g h t ? 

A. I t h i n k t h a t ' s c o r r e c t . 

Q. Mr. Baber, i s n ' t i t t r u e you were f i l i n g f a l s e 

r e p o r t s of production on one or two w e l l s f o r each p r o p e r t y 

so t h a t you could keep the lease a l i v e on those p r o p e r t i e s ? 

A. No, ma'am, t h a t ' s not c o r r e c t . 

Q. So you're saying t h a t you were f i l i n g r e p o r t s of 

one b a r r e l of o i l per w e l l , and t h a t ' s what t h a t w e l l was 

producing? 

A. I don't know what I'm saying a t t h i s p o i n t i n 

time. I don't r e a l l y understand the — 

Q. Well, why were you f i l i n g p r oduction r e p o r t s — 

A. — l i n e of questioning. 

A. Why were you f i l i n g production r e p o r t s on those 

wells? 

A. Because t h a t ' s what you're supposed t o — 

supposed t o f i l e production r e p o r t s monthly. 

Q. But you were f i l i n g r e p o r t s showing p r o d u c t i o n on 

w e l l s t h a t the examiners found were incapable of producing. 

A. Well, t h a t ' s what I'm t r y i n g t o say, I t h i n k 

they're capable of producing, and we're here t o c o r r e c t 

t h i s s i t u a t i o n and make the amendments and move forward. 

Q. But a t the time you were f i l i n g r e p o r t s of 

prod u c t i o n when they were not, i n f a c t , producing? 
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A. Apparently so. 

Q. Were you paying taxes on those — on t h a t 

p r o d u c t i o n t h a t you were repor t i n g ? 

A. We hadn't sold anything, so I don't imagine we 

paid taxes a t t h a t p o i n t i n time. We pay taxes when we 

s e l l the — s e l l the o i l or s e l l the gas — 

Q. Well, the time — 

A. — I be l i e v e . 

Q. — per i o d on one of those w e l l s spans s i x years 

of f a l s e r e p o r t i n g , so you weren't s e l l i n g any of t h a t o i l 

t h a t you — I mean, i f you're r e p o r t i n g p r o d u c t i o n and — 

you're t e l l i n g me t h a t you f a l s e l y r e p o r t p r o d u c t i o n , but 

you're not s e l l i n g i t — you're not t e l l i n g the Tax 

Department t h a t any of t h i s i s being s o l d , i t was j u s t 

supposedly s i t t i n g on the lease? I'm t r y i n g t o understand 

what the s t o r y i s . 

A. I don't guess I understand, r e a l l y , what your 

question i s . 

Q. Okay, I j u s t want t o make c l e a r . You're 

r e p o r t i n g production t h a t i s n ' t t h e r e , you're saying you 

don't have t o pay taxes on i t because i t wasn't a c t u a l l y 

s o l d , which i s t r u e , o i l t h a t ' s not so l d doesn't have t o — 

i s n ' t s u b ject t o tax. 

What was the r o y a l t y s i t u a t i o n ? Were you paying 

r o y a l t i e s or not? 
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A. I f we hadn't sold anything, I wouldn't t h i n k we'd 

pay r o y a l t i e s . 

Q. Okay, so the only t h i n g t h a t you were doing was 

r e p o r t i n g t o us production t h a t wasn't t h e r e . 

A. The re p o r t s were f i l e d , yes. 

Q. Okay. Now once the order came out and once we 

had the meeting about t r y i n g t o b r i n g you i n t o compliance, 

d i d you take any a c t i o n t o c o r r e c t the f a l s e r e p o r t s ? 

A. Yes, ma'am, I've t r i e d t o take some c o r r e c t i o n 

a c t i o n and haven't been successful i n f i n d i n g someone t h a t 

understands what we're t r y i n g t o do. And my focus i n the 

l a s t few months has been w i t h p u t t i n g my deal toge t h e r on 

my investment money and g e t t i n g some work done t h e r e , and 

now a t t h i s p o i n t i n time I've v i s i t e d w i t h t he o i l and gas 

r e p o r t people there i n Hobbs, New Mexico, and I t h i n k we 

can — she's not f a m i l i a r w i t h what we're t r y i n g t o do, but 

I t h i n k we can — i f I — i f I need t o b r i n g them up here 

and meet w i t h somebody and get these r e p o r t s amended, 

t h a t ' s what w e ' l l do. 

I d i d t a l k t o Jane one time r i g h t a f t e r our 

meeting, and she was very h e l p f u l and s a i d , you know, go 

through the computer, go through t h i s and t h a t , and we — 

we t a l k e d about, or I t a l k e d about t h a t , you know, i t looks 

l i k e — bulky and a l o t of m a t e r i a l . 

And I asked her, you know, could I make the 
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changes w i t h one report? 

And she said, No, we'd r a t h e r not. But she sa i d 

i t would be easy — something t o do w i t h — you could do — 

key i n a couple of items where you might be able t o change 

3 0 months a t a time or 30 items a t a time. I d i d n ' t r e a l l y 

understand what she was t a l k i n g about. 

But I have found the o i l and gas r e p o r t i n g t h a t 

w i l l help me out i n t h i s s i t u a t i o n . 

Q. I s t h a t how you f i l e d r e p o r t s , through a 

r e p o r t i n g service? 

A. We have not been, but we are going t o s t a r t . 

Q. Okay, so you used t o f i l e your own repo r t s ? 

A. We f i l e d — I had some other people f i l i n g 

r e p o r t s f o r me. 

Q. And now you're using a p r o f e s s i o n a l r e p o r t i n g 

service? 

A. That's — yes, ma'am. 

Q. And the p r o f e s s i o n a l r e p o r t i n g s e r v i c e doesn't 

know how t o f i l e an amended report? 

A. Now, I don't know i f the whole s e r v i c e knows i t 

or — t h i s i n d i v i d u a l t h a t I t a l k e d t o sa i d she hadn't done 

i t before. 

Q. When d i d you t a l k t o them? 

A. Well, r i g h t a f t e r our meeting i n August, i n 

October or so. 
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Q. Okay, now the deadline i n the order was J u l y 3 0th 

t o get those corrected r e p o r t s i n . Did you take any a c t i o n 

before J u l y 30th? 

A. I don't remember i f I d i d or not. 

Q. When can we expect t o have cor r e c t e d reports? 

A. I would say w i t h some of the knowledge I found 

out today, I bet we could get i t done i n two or th r e e 

weeks. I ' l l get on i t and get i t done. Now l i k e I say, 

I ' l l get on i t . I f I've got t o b r i n g somebody from o i l and 

gas r e p o r t s or, you know, c o n t r a c t somebody here, I ' l l 

c e r t a i n l y be glad t o do i t . 

Q. Now you have — you t e s t i f i e d you have i n v e s t o r s 

who are w i l l i n g t o put approximately a m i l l i o n d o l l a r s i n t o 

your p r o p e r t i e s t o b r i n g them i n t o production? 

A. Yes, ma'am. 

Q. Did you t e l l those i n v e s t o r s t h a t the r e p o r t s 

t h a t were on f i l e w i t h the OCD were i n c o r r e c t ? 

A. I haven't. No, ma'am, I haven't. 

Q. Did you t e l l them anything about the s t a t u s of 

your wells? 

A. Yes, ma'am, I have. 

Q. Did you t e l l them anything about your compliance 

issues? 

A. Yes, ma'am, I have. 

Q. What d i d you share w i t h them? 

STEVEN T. BRENNER, CCR 
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A. I t o l d them t h a t I need t o get some work done, 

and t h a t ' s why I'm — I t o l d them I needed t o get some work 

done and get the w e l l s i n compliance. 

Q. But you d i d n ' t t a l k t o them about the f a l s e 

r e p o r t i n g ? 

A. I don't t h i n k so. 

Q. And i f someone who was i n t e r e s t e d i n i n v e s t i n g i n 

your p r o p e r t i e s and went t o the OCD r e p o r t s , they would 

have been under the impression t h a t t h e r e were some 

producing w e l l s on those properties? 

A. The production t h a t was reported i s on the scale 

of what these w e l l s have accumulated i n the past i s — i s 

— you know, less than h a l f of one percent, I t h i n k . So i t 

wouldn't make any decision-making process on an — from an 

economic issue. 

Q. But a t l e a s t they would have thought those — 

th e r e wasn't a problem w i t h those w e l l s , t h a t they were 

capable of producing something? 

A. Pardon me? 

Q. That they were capable of producing something? 

A. Yes, they are capable of producing something. 

That's why I presented t h i s sheet here, t h a t I do f e e l l i k e 

t h e y're capable of production. 

Q. Now, i f we go back t o the order i n t h a t f a l s e -

r e p o r t i n g case, there's a p r o v i s i o n on the very l a s t page, 

STEVEN T. BRENNER, CCR 
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paragraph ( 4 ) , i t says, Should Pronghorn Management 

Corporation f a i l t o c o r r e c t the f a l s e p r o d u c t i o n r e p o r t s as 

t o the 11 w e l l s by Ju l y 30th, 2007, no f u r t h e r Form C-104 

s h a l l be issued f o r any w e l l Pronghorn operates u n t i l i t 

has corr e c t e d those f a l s e production r e p o r t s . 

Were your in v e s t o r s aware t h a t you were going t o 

have problems g e t t i n g C-104 re p o r t s done? 

A. No, ma'am. 

Q. So — Were you even aware of t h i s p r o v i s i o n t h a t 

you had no a u t h o r i t y t o t r a n s p o r t t o get allowables — 

A. No, I d i d n ' t understand t h a t . 

Q. Uh-huh. Now the order also t e l l s you you were 

supposed t o provide contact i n f o r m a t i o n f o r the les s o r s 

t h a t you f i l e d the f a l s e r e p o r t s on. I d i d n ' t hear 

anything i n your testimony about what you plan t o do about 

t h a t . 

A. I ' l l have t o t a l k w i t h Ernie about t h a t . I don't 

know what we plan t o do. I don't understand t h a t , so we'd 

have t o f i g u r e t h a t out and — 

Q. Okay. Well, maybe I can help you w i t h t h a t . The 

p r o p e r t i e s t h a t are a t issue w i t h the f a l s e r e p o r t i n g , some 

of them are s t a t e and some of them are f e d e r a l , and we know 

how t o get i n touch w i t h those f o l k s , but we had a problem 

f i n d i n g out who the p r i v a t e lessor was on the J.F. Black 

pro p e r t y . Do you know who the lessor i s there? 

STEVEN T. BRENNER, CCR 
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A. No, ma'am, I don't. 

Q. Can you f i n d out? 

A. I ' l l f i n d out. 

Q. Where are you going t o get t h a t information? 

A. Well, as soon as I f i n d out, I ' l l do my good 

f a i t h e f f o r t and due d i l i g e n c e and make a note of i t and 

see i f we can't f i n d out. 

Q. Okay, now t h a t i n f o r m a t i o n was due on J u l y 3 0th, 

2 007. You've made no e f f o r t t o give us t h a t i n f o r m a t i o n 

u n t i l today; i s t h a t r i g h t ? 

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

Q. Now b r i n g i n g the w e l l s back i n t o compliance, the 

11 w e l l s t h a t are the subject of t h i s order, d i d I 

understand you c o r r e c t l y , there's only one w e l l t h a t you've 

taken a c t i o n on so f a r , and t h a t ' s the State EF 1. You've 

put a pumping u n i t on that? 

A. No, ma'am, I have — I have the — the DL 4 i s 

producing. I've set a pumping u n i t on the DL Number 3 — 

Q. Well now, wait a minute. I'm asking you about 

the w e l l s t h a t are the subject of t h i s p a r t i c u l a r order — 

A. Oh, I'm — 

Q. — the show- — 

A. — w e l l , I thought we were t a l k i n g about — 

Q. — cause order. 

A. I thought we were t a l k i n g about the whole deal. 

STEVEN T. BRENNER, CCR 
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Okay — 

Q. Yeah. 

A. — go ahead. 

Q. I f i t ' s j u s t t h i s one — the only one I saw was 

the State EF 1 and t h a t you were p u t t i n g a pumping u n i t on 

i t but i t wasn't producing y e t . I s t h a t the c u r r e n t 

status? 

A. That's r i g h t , w a i t i n g on e l e c t r i c i t y t o run the 

rods and pump i n the hole. 

Q. Okay. Are you going t o have t o request an 

allowable f o r t h a t well? 

A. I wouldn't t h i n k so. 

Q. When we met t o t a l k about complying w i t h these 

orders, we t o l d you t h a t i f you couldn't meet the schedule 

set i n the orders t h a t you should contact the Examiners and 

ask them f o r a d i f f e r e n t schedule, but you haven't done 

t h a t , have you? 

A. I don't remember t h a t being p a r t of our 

conversation. 

Q. Well, i t ' s p a r t of the l e t t e r . Do you want t o 

look a t t h a t l e t t e r ? 

A. No, t h a t ' s okay. I f t h a t ' s what the l e t t e r says, 

t h a t ' s f i n e . 

Q. Okay. Let me ask you about the penalty t h a t was 

assessed i n t h a t case. What i s your i n t e n t i o n w i t h regard 

STEVEN T. BRENNER, CCR 
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t o the penalty? 

A. Well, ma'am, I don't have the money now, but I ' l l 

pay the penalty i f t h a t ' s what you want — what — do. 

Maybe we could work something out, you know, l e t me get 

some of these w e l l s back going and t r y t o generate some 

cash flow , and maybe we can work something out or — I ' d 

l i k e t o work something out. 

Q. So you do intend t o pay i t ? 

A. Yeah, I — would say so, i f t h a t ' s what I need t o 

do t o — t o get t h i s s i t u a t i o n s t r a i g h t e n e d out. 

Q. What k i n d of schedule would be reasonable? 

A. I don't have any idea. I mean, I ' d l i k e t o — 

you know, i f — give me the o p p o r t u n i t y t o get focused on 

t h i s work and get some w e l l s going, and w i t h the market the 

way i t i s , you know, monitor my progress, and I ' l l check 

back w i t h you i n s i x months or whatever the s i t u a t i o n might 

be, and, you know, maybe we can address i t now. 

I don't — I haven't t a l k e d t o anybody, you know. 

I heard somebody mention t h a t , you know, a payout schedule, 

you know, something l i k e t h a t , would be amenable. 

Q. Well, what schedule would work f o r you? 

A. I — ma'am, I don't know, I don't know what — 

the way I'm going t o be on my production and what my 

monthly cash flow i s going t o be. Of course, c e r t a i n l y 

generating cash flow, I ' d l i k e t o put i t back i n t o these 
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p r o j e c t s , these w e l l s , t o help the o v e r a l l s i t u a t i o n t h e r e . 

Q. Now, you said t h a t your i n v e s t o r s weren't w i l l i n g 

t o have any of t h e i r money used f o r the p e n a l t y ; i s t h a t 

r i g h t ? Did you discuss i t w i t h them? 

A. I haven't discussed the p e n a l t i e s w i t h them, no, 

ma'am. 

Q. Oh, so they don't know t h a t you're s u b j e c t t o a 

penalty? 

A. I don't know what they know, I don't know i f they 

are or not. I r e a l l y haven't — We've had other focus, 

other than t h i s penalty. 

Q. Okay. I ' d l i k e t o ask you a few questions about 

Pronghorn's s t a t u s w i t h regard t o Rule 40, and i f I may, 

I ' d l i k e t o give the witness a copy of t h a t r u l e . 

Mr. Baber, are you f a m i l i a r w i t h Rule 40 a t a l l ? 

A. No, ma'am. 

Q. Okay. Do you understand t h a t operators who are 

out of compliance w i t h Rule 40, the OCD may, and i n some 

circumstances must, deny c e r t a i n p r i v i l e g e s t o t h a t 

operator? Are you f a m i l i a r w i t h t h a t concept a t a l l ? 

A. I've heard t h a t concept — 

Q. Okay. 

A. — before. 

Q. Well, I've given you a copy of Rule 40, and i f 

you look a t t h a t f i r s t paragraph i t l i s t s the ways t h a t an 
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operator can be out of compliance, and I j u s t wanted t o go 

through those w i t h you. 

The f i r s t way would be i f the operator doesn't 

meet the f i n a n c i a l assurance requirements. And you 

understand r i g h t now t h a t Pronghorn i s out of compliance on 

f i n a n c i a l assurances t o the tune of about $225,000? Are 

you aware* of th a t ? 

A. I wasn't aware of t h a t , no, ma'am. 

Q. Okay. Why don't you take a look a t what's been 

marked as E x h i b i t Number 1, and t h a t ' s the a f f i d a v i t of 

Dorothy P h i l l i p s . And the very l a s t page of t h a t a f f i d a v i t 

l i s t s the financial-assurance status of a l l Pronghorn's 

w e l l s , and I don't know i f you've seen t h i s before, Mr. 

Baber, but t h i s i s something you can see on our website. 

Do you see a l l of those Y's i n the very f a r r i g h t - h a n d 

column? 

A. Yes, ma'am. 

Q. And those are the w e l l s t h a t the computer t e l l s 

us have been i n a c t i v e f o r more than two years and are s t a t e 

or fee w e l l s , so they are subject t o s i n g l e - w e l l bonding 

requirements. And the amounts of those bonds are i n the 

column marked Bond — Required Bond Amount. 

What are your plans f o r p o s t i n g the s i n g l e - w e l l 

f i n a n c i a l assurances? 

A. I've been working w i t h the — w i t h a l o c a l 
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insurance company on the bonding requirements, not — w e l l , 

I d i d n ' t r e a l i z e on, of course, these w e l l s , but on some of 

the BLM w e l l s , and apparently t h a t bonding market i s f r e e d 

up a l i t t l e b i t , so there's a good chance t h a t we would 

have the o p p o r t u n i t y t o be able t o post t h a t bond, and I ' d 

have t o come up w i t h the cash — cash bonds — 

Q. Okay. 

A. — as being k i n d of the — 

Q. And speaking of the BLM bonds, the BLM r e q u i r e d 

you t o posts a d d i t i o n a l f i n a n c i a l assurances r e c e n t l y , 

d i d n ' t they? 

A. Well, on these w e l l s , these Marshall F i e l d s 

w e l l s — 

Q. Okay — 

A. — yeah. 

Q. — how much d i d they require? 

A. I bel i e v e the number was $125,000. 

Q. Was t h a t — were you able t o f i n d a s u r e t y f o r 

t h a t , or d i d you have t o post the bond? 

A. I'm working on t h a t . 

Q. So t h a t — 

A. That's what I've been working on, not the s t a t e 

w e l l s , which I ' l l have t o add t o t h a t . 

Q. Okay, but they have not yet been posted? 

A. That's c o r r e c t . 
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Q. And I'm not sure I understood. Are you working 

w i t h a sure t y r i g h t now on the s t a t e bonds, or j u s t the 

f e d e r a l ones? 

A. The f e d e r a l . 

Q. Okay. 

A. I ' l l be working w i t h the s t a t e bonds i n the 

morning when I get back i n t o town. 

Q. Okay. You understand i t ' s not j u s t t he w e l l s 

w i t h the Y i n the f a r r i g h t column t h a t r e q u i r e bonding, 

but also the f a l s e - r e p o r t i n g w e l l s i f they were s t a t e and 

fee wells? 

A. I ' l l get a l l t h a t addressed, I c e r t a i n l y w i l l . 

Q. How are you going t o be able t o come up w i t h the 

money f o r the bonding? I s t h a t something the i n v e s t o r s 

would be able t o — 

A. We've t a l k e d about t h a t , yes, ma'am. 

Q. When are you going t o be able t o get those bonds 

posted? 

A. I t ' s been a l i t t l e slow. I know t h a t sounds l i k e 

t h a t ' s my answer t o everything, but i f you would l i k e I 

could keep you updated. I don't have a time frame. 

Hopefully w i t h i n , you know — w e l l , i t ' s — h o p e f u l l y 

w i t h i n the month, month and a h a l f . 

Q. Let's go back t o Rule 40 and look a t the second 

way an operator can be out of compliance, and t h a t i s i f 
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they're subject t o a D i v i s i o n or Commission order issued 

a f t e r n o t i c e and hearing f i n d i n g the operator i n v i o l a t i o n 

of an order r e q u i r i n g c o r r e c t i v e a c t i o n . Do you understand 

t h a t ' s the type of order we're asking f o r today? 

A. Yes, ma'am, I do now. 

Q. And t h a t i f such an order i s issued and you don't 

complete the c o r r e c t i v e a c t i o n t h a t was r e q u i r e d i n the 

case of 13,859, y o u ' l l be out of compliance w i t h Rule 40? 

A. Yes, ma'am. 

Q. Okay, l e t ' s go t o the t h i r d one, the p e n a l t y 

assessment. An operator would be out of compliance w i t h 

Rule 40 i f a penalty assessment i s unpaid more than 70 days 

a f t e r the issuance of the order. 

Now, you understand, even i f we enter i n t o a 

payment plan you're s t i l l going t o be out of compliance 

under Rule 40 u n t i l t h a t penalty i s paid? 

A. Okay. 

Q. And the l a s t one i s , i t can have no more than the 

f o l l o w i n g number of w e l l s out of compliance w i t h the 

i n a c t i v e w e l l r u l e , and f o r an operator of Pronghorn's 

s i z e , w i t h 39 w e l l s , i t can have no more than two i n a c t i v e 

w e l l s . 

So you also understand t h a t w i t h a l l the i n a c t i v e 

w e l l s t h a t you have, you're going t o be out of compliance 

w i t h Rule 40? 
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A. I do now. 

Q. Do you understand t h a t w h i l e you're out of 

compliance w i t h Rule 40, the OCD may deny APDs, may deny 

w e l l t r a n s f e r s t o Pronghorn, must deny allowables and 

a u t h o r i z a t i o n t o t r a n s p o r t , must deny i n j e c t i o n permits? 

A. Ma'am, I'm sure you can do e x a c t l y what you say 

you're going t o do, and i f t h a t ' s what you want t o do — I 

mean, i t ' s not the answer t o the problems, but i f t h a t ' s 

what you'd l i k e t o do, I guess you can — can do i t , 

obviously. 

I'm here t r y i n g t o — you know, I guess — I 

guess I could j u s t l e t you have the $50,000 bond and walk 

away from the whole deal. I don't t h i n k t h a t ' s the answer. 

Q. There was a — 

A. I f — 

Q. Go ahead. 

A. Well, I mean, i t ' s — 

Q. Well, I'm j u s t asking you these questions because 

you're proposing c e r t a i n actions w i t h regard t o these 

w e l l s , and I want t o understand whether you know what 

roadblocks are i n your way, so I can understand how you 

propose t o deal w i t h them. 

A. Well, i f you keep throwing roadblocks a t me, I 

don't guess I can deal w i t h them. I f one proposal leads t o 

something else t h a t I can't do or — you know, t a k i n g away 
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the t r a n s p o r t i n g of the o i l and gas, I mean, t h a t ' s — 

t h a t ' s j u s t — I mean, t o me — you ask t o be r e a l i s t i c and 

reasonable. You know, please, l e t ' s be r e a l i s t i c and 

reasonable. You take away the cash fl o w t h a t I do have and 

t u r n i t i n t o zero, i f you lock me down, how can I do 

anything? 

Q. Uh-huh. 

A. I s t h a t where we want t o head, or — i t doesn't 

seem l i k e t h a t ' s the best f o r the State of New Mexico, and 

i t doesn't seem l i k e i t ' s best f o r me e i t h e r , or f o r 

Pronghorn. 

Q. Well, Mr. Baber — 

A. What's done i s done, and obviously there's been 

some mistakes made, and I'm here t o say I'm w i l l i n g t o give 

i t a good f a i t h e f f o r t and get t h i s s i t u a t i o n c o r r e c t e d and 

move forward. 

Q. And I'm t r y i n g t o f i g u r e out how you're proposing 

t o — 

A. And I appreciate t h a t . 

Q. But i s n ' t i t — what you've been — what I'm 

hearing, Mr. Baber, and c o r r e c t me i f I'm wrong, i s t h a t 

you're choosing t o work on the w e l l s you and your i n v e s t o r s 

want t o work on, and you have not done anything about 

c o r r e c t i n g f a l s e r e p o r t i n g , about a l e r t i n g the p r i v a t e 

l e s s o r , have disregarded the schedule sent out i n the 
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orders, so how do you propose t o deal w i t h t h i s ? 

A. Well, I guess t h a t ' s where we had our 

misunderstanding, t h a t I was looking a t the deal from an 

o v e r a l l view t o t r y t o get i t — get something done, not 

nec e s s a r i l y what my focus would be, l i k e you s a i d , but t o 

s a t i s f y you and looking a t the whole p i c t u r e i n s t e a d of 

j u s t through these orders, and t r y i n g t o come up w i t h a 

r e a l i s t i c time frame where I can get something done. 

I don't t h i n k w i t h what I have seen here t h a t 

t r y i n g t o get 11 w e l l s back i n compliance, or 15 w e l l s , 

whatever the s i t u a t i o n i s , i n , you know, 30 days or 60 days 

i s r e a l i s t i c . 

Q. Well, Mr. Baber, you were here f o r Mr. Sanchez's 

testimony. He t e s t i f i e d about i n a c t i v e w e l l agreed 

compliance orders d a t i n g back t o 2005 when we were t r y i n g 

t o work w i t h you t o have you b r i n g your w e l l s i n t o 

compliance, and so we aren't saying suddenly e v e r y t h i n g has 

t o be done i n 30 days. This has been a p r o j e c t of years. 

A. I agree. I don't — I don't — I — issues have 

been — presented themselves. I've had some medical 

problems, personal problems, and I'm here today and want t o 

t r y t o work something out. 

I t looks l i k e I have the o p p o r t u n i t y here, and 

market c o n d i t i o n s have improved w i t h , you know, most of 

t h i s p roduction t h a t would be s t r i p p e r p r o d u c t i o n a t best, 
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but there's some op p o r t u n i t y there now w i t h the market 

c o n d i t i o n s they are, w i t h the p r i c e of the product being 

what i t i s . 

Q. That o p p o r t u n i t y could be a v a i l a b l e t o a 

d i f f e r e n t operator, though, i t wouldn't have t o n e c e s s a r i l y 

be you; i s t h a t r i g h t ? 

A. Ma'am, I don't understand your l i n e of 

ques t i o n i n g . You say a d i f f e r e n t operator and then we t a l k 

about t h a t , and I can't t r a n s f e r i t because I owe t h i s 

p e n a l t y . So I'm a l i t t l e confused on, you know, where we 

are and where you want t o head and what you want t o do. 

Q. Well, I'm sorry i f t h a t was confusing. Rule 40 

would p r o h i b i t Pronghorn from a c q u i r i n g a d d i t i o n a l w e l l s 

i t s e l f , but i t wouldn't p r o h i b i t Pronghorn from 

t r a n s f e r r i n g them t o someone else. 

A. I s t h a t a statement or a question, or — 

MS. MacQUESTEN: I j u s t — you had i n d i c a t e d t h a t 

you were under a d i f f e r e n t impression, and I wanted t o t e l l 

you t h a t wasn't what I was t r y i n g t o t e l l you. 

A l l r i g h t , I have no other questions. Thank you. 

MR. PADILLA: Nothing f u r t h e r . 

EXAMINATION 

BY EXAMINER JONES: 

Q. Mr. Baber, what i s the p r i c e of o i l r i g h t now? 

A. We sold some o i l l a s t month, some sweet o i l , 
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Delaware o i l , f o r l i k e $95.50. 

Q. What was i t about a year ago? 

A. Oh, I ' d j u s t be speculating, Mr. Jones. I t h i n k 

i t was maybe $45 or $50. 

Q. Big jump i n a year. 

A. Yeah, i t obviously has been s i g n i f i c a n t . 

Q. How o l d are these wells? 

A. Oh, gosh, probably the m a j o r i t y of them are l a t e 

'70s. Middle '70s, l a t e '70s, e a r l y '80s. 

Q. They were — i n other words, they were d r i l l e d 

d u r i n g the l a s t boom where o i l was going t o go t o $100? 

A. Yeah, t h a t ' s how I was so lucky t o get i n the 

business, i s when i t went t o e i g h t — s i x and e i g h t d o l l a r s 

i n '86 and '87. 

Q. This Cruz-Delaware, i s t h a t — what zone of the 

Delaware i s th a t ? 

A. That's B e l l Canyon, Ramsey sand. 

Q. Oh, so i t ' s — i t was here yesterday but not 

today, I take i t . 

I s i t any good s t i l l ? 

A. Yeah, I t h i n k t h a t ' s — we've got a good chance 

of reworking these w e l l s and p u t t i n g them on pump, and then 

t h i s i s where the engineering — we f e e l l i k e even though 

we are moving a l o t of water, the m a j o r i t y of these w e l l s 

were completed n a t u r a l l y — 
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A. — but we're s t i l l m a i ntaining a high f l u i d 

l e v e l , and i t looks l i k e p o s s i b l y the o r i g i n a l pressures 

are s t i l l t h e r e . So we're looking a t — w i t h new 

technology and f r a c work, we're l o o k i n g a t f r a c ' i n g these 

w e l l s . 

Q. And g e t t i n g r i d of a bunch of water — 

A. Yes — 

Q. — and — 

A. — play the water game, so t o speak. 

Q. Yeah. 

A. That's why the i n j e c t i o n w e l l s are imported 

and — 

Q. I s t h a t what t h i s consultant engineer you had and 

g e o l o g i s t t o l d you too, or — you probably already knew 

t h a t , but — 

A. Yeah, i t was ki n d of an idea I had and threw i t 

at them. And apparently some of t h i s work has been done i n 

other areas. I believe the Paduca-Delaware. And then of 

course, even — the guys were t a l k i n g about even w i t h t h i s 

t h a t — poss i b l e — p o t e n t i a l w a t e r f l o o d , or pressure-

maintenance, I guess, would probably be a b e t t e r 

terminology — t h a t i s r i g h t south of us i n the North Elmar 

U n i t . I t h i n k the North Elmar's even been from — even 

from w a t e r f l o o d on i n t o t e r t i a r y . 
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Q. Geraldine Ford s t u f f . 

A. Yeah. And then the — 

Q. — Ramsey — 

A. — I t h i n k Yates has an Avalon-Delaware t h a t 

they're attempting t o . . . 

Q. Did these consultants — d i d you look a t 

eve r y t h i n g on a payout basis about how much i t would cost 

and what you could and — i n other words, d i d you 

p r i o r i t i z e your work and — how long ago d i d you do a l l 

t h a t ? 

A. I t ' s been a work i n progress, Mr. Jones, but 

r e a l l y I got — s t a r t e d g e t t i n g people i n t e r e s t e d i n i t 

t h i s summer, the guys I've been — and i t ' s — w e l l , i t was 

— w e l l , t h i s summer, June, 1st of June. 

And i t ' s been a long process w i t h these guys too. 

I t ' s been a l i t t l e b i t slower than we would l i k e f o r i t t o 

be, because we've been w a i t i n g on lawyers t o make sure the 

t i t l e i s c l e a r and some l e g a l t h i n g s of t h a t nature, and I 

j u s t got word a couple of days ago t h a t i t looks l i k e the 

t i t l e i s i n good shape, and they f e e l comfortable w i t h what 

a l l t hey're doing. And obviously they f e e l comfortable, 

we've already put $3 00,000 i n t o the deal. 

Q. The — but they — you p r o j e c t i t ' s going t o need 

— f o r t h i s — a l l t h i s — a c t u a l l y g e t t i n g the w e l l s back 

on l i n e , $2 m i l l i o n , but you've only got $1 m i l l i o n 
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promised? 

A. Well, i t ' s — i t ' l l be an ongoing deal. And what 

we might do a f t e r today's meeting i s , obviously, w i t h the 

OCD's s i g n i n g o f f i s — i s — you know, I don't know what 

I ' l l t r y t o do, maybe s e l l the w e l l s or — you know, t r y t o 

get something done. 

And of course, Mr. Jones, w i t h the commitment on 

the $1 m i l l i o n — w i t h t h a t comes the cash f l o w . And I 

haven't run the economics on t h a t , on where we t h i n k w e ' l l 

— we could be, but, you know, we could very e a s i l y be a t 

— on the DL lease and the EF lease, you know, we could be 

at 7500 b a r r e l s a day i n three months. So, you know, t h a t 

would generate some f a i r l y s i g n i f i c a n t cash f l o w f o r us. 

Q. Where would you get a l l those pumping u n i t s t h a t 

— used ones? 

A. We're — no, we've been buying new. We bought 

new ones. Yeah, sure have. New ones — i t s u r p r i s e d me 

als o , new ones — we bought the size 228 pumping u n i t s , and 

they were — new ones were w i t h i n $4000 of used ones. What 

you've seen i s — oh, Weatherford's designing a good 

pumping u n i t now and — 

Q. Really? 

A. — some of these other major p u b l i c companies are 

n a t i o n a l , coming out w i t h — w e l l , they've, of course, been 

making u n i t s , but they're gearing up t o b u i l d equipment 
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again. 

EXAMINER JONES: Well — David? 

EXAMINER BROOKS: Okay, thank you. 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. Mr. Baber, do you remember t h a t t h e r e was a 

compliance proceeding brought back i n — I t h i n k i t was 

probably '02 — t h a t involved a whole bunch of operators, 

of which Pronghorn was one, t o get i n a c t i v e w e l l s plugged? 

A. I don't remember e x a c t l y the time, but I remember 

the meeting, yes, s i r . 

Q. Were — some of the w e l l s t h a t were i n v o l v e d i n 

t h a t proceeding, weren't they some of the same w e l l s t h a t 

are on these — t h a t are i n t h i s l i s t now? 

A. I don't believe so. Well, t h a t State M i s . I 

don't b e l i e v e the — Well, the State M, and then we 

mentioned the Hastie, t h a t lease was. 

Q. Well, we go back and look here — I don't 

remember which ones were involved, but we go back and look 

here on t h i s l i s t and we've got w e l l s t h a t have been 

i n a c t i v e since 1985, 1993, 1987 — a whole bunch of them. 

Not — a l o t of them weren't, but a l o t of them are 2 000 

and something, but there's a bunch of them t h a t date back 

t o the 1990s. 

But anyway, t h i s order — Number 13,859, and then 
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Number 13,858 — I'm t r y i n g t o — give me a minute t o f i n d 

13,858, I've l o s t i t here. 

Okay, t h a t ' s E x h i b i t Number 9. No, I've got de 

novo here. That's E x h i b i t Number 9, 13,858. I f you look 

a t t h i s — pages — the t h i r d and f o u r t h pages of E x h i b i t 

9, there's a l i s t of w e l l s t h e r e , (a) through ( p ) , and then 

i f you look a t E x h i b i t 2 — a t paragraph (2) and f o l l o w 

along w i t h me th e r e , I ' l l read t h a t , Should Pronghorn 

Management f a i l t o comply w i t h o r d e r i n g paragraph ( 1 ) , the 

D i v i s i o n s h a l l be authorized t o plug and abandon the 

subj e c t w e l l s . 

Now i f you look a t paragraph ( 1 ) , which i s on the 

t h i r d page of t h a t order, i t says t h a t you're t o plug and 

abandon or r e s t o r e t o or otherwise b r i n g i n t o compliance 

those w e l l s by October 2, 2 007, correct? I s t h a t what i t 

says? 

A. Yes, s i r . 

Q. And you d i d n ' t do t h a t , d i d you? For any of 

those wells? 

A. No, s i r . 

Q. And so under the terms of t h i s order, t he 

D i v i s i o n i s authorized t o plug and abandon those wells? 

A. Mr. Brooks, i f you want t o plug and abandon the 

w e l l s , I guess t h a t ' s your d i s c r e t i o n . 

Q. Did you dis c l o s e t o the i n v e s t o r s t h a t you've 
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r e c r u i t e d t o put money i n t o these w e l l s , t h a t there's an 

order i n place t h a t says t h a t the D i v i s i o n can come i n any 

day and plug and abandon those wells? 

A. Not s p e c i f i c a l l y , no, s i r . The i n v e s t o r s know 

t h a t we need t o get the work done and are committed and 

w i l l i n g t o get the work done also. 

EXAMINER BROOKS: Thank you. That's a l l I have. 

EXAMINER JONES: Mr. Pa d i l l a ? 

MR. PADILLA: Nothing f u r t h e r . 

EXAMINER JONES: Okay. Do you guys want t o do 

c l o s i n g statements? 

Thanks — 

THE WITNESS: I s t h a t i t f o r me? 

EXAMINER JONES: — Mr. Baber. 

THE WITNESS: Thank you. 

MS. MacQUESTEN: Mr. Examiner, I t h i n k t he 

evidence speaks f o r i t s e l f . 

The question of waste has come up. I d i d want t o 

say t h a t we're proceeding under a p a r t i c u l a r s t a t u t e . The 

L e g i s l a t u r e has given us the power t o issue orders 

r e q u i r i n g any w e l l t o be plugged and abandoned i f the 

operator i s i n v i o l a t i o n . 

By s t a t i n g i t t h a t way, the L e g i s l a t u r e has made 

the d e c i s i o n t h a t t h i s i s an appropriate remedy f o r the 

OCD. I t could have w r i t t e n i t so t h a t we had t o have a 
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f i n d i n g t h a t no waste would occur or minimal waste would 

occur, but they d i d n ' t . A separate p r o v i s i o n t h a t provides 

f o r t h i s remedy. 

I t h i n k i t ' s an appropriate remedy i n t h i s case, 

given what we've heard today. And although we don't have 

t o prove t h a t the waste would be minimal, I t h i n k we have 

shown t h a t . 

Another operator could take over these w e l l s . 

Mr. Baber was the operator f o r many years. I t h i n k the 

t r u e waste was having him be the operator and s i t on these 

w e l l s t h a t are supposedly productive. A f i n a n c i a l l y 

v i a b l e , competent, compliant operator could operate these 

w e l l s , and now i s the time t o move t o such an operator, and 

not Mr. Baber. 

EXAMINER JONES: Okay. 

MR. PADILLA: Very b r i e f l y , Mr. Jones, I t h i n k 

t h a t — there's no question t h a t the O i l Conservation 

D i v i s i o n has a remedy t h a t i t ' s proposing. I t h i n k t h a t i t 

would be — f l y i n the face of the O i l and Gas Act t o plug 

and abandon o i l and gas w e l l s t h a t are producing or are 

capable of producing o i l and gas. 

The testimony here has been t h a t Mr. Baber has 

f i n a l l y got himself somewhat able t o operate and these 

w e l l s back i n production from a f i n a n c i a l standpoint. 

I t h i n k , sure, you can go out and do a f i r e sale 
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and s e l l these w e l l s and have somebody else produce i t . I 

t h i n k Mr. Baber could have walked away and very f r a n k l y 

s a i d , i f the O i l Conservation D i v i s i o n i s going t o 

interpose and i n s i s t on having complete compliance w i t h the 

mandate of the orders, then he's i n v i o l a t i o n , and so 

t h e r e f o r e there i s no remedy. 

I don't t h i n k t h a t the O i l Conservation D i v i s i o n 

has ever taken a posture l i k e t h i s i n the past, i n terms of 

— and I understand there's a new — there's a new 

atmosphere and there's new r e g u l a t i o n s t h a t mandate some 

b e t t e r management of o i l and gas w e l l s . 

The market now has changed a l o t of p r a c t i c e s and 

has a c t u a l l y allowed r e s u r r e c t i o n of o i l and gas f i e l d s 

t h a t have not been productive i n the past due t o economic 

reasons. Mr. Baber's testimony today has been t h a t the 

p r i c e of o i l today allows — w i t h the a b i l i t y t o i n j e c t o i l 

— or produced water i n the v i c i n i t y of the w e l l s , t o 

produce the w e l l s economically and w i t h a f i n a n c i a l reward. 

Throwing $72,000 at the O i l Conservation D i v i s i o n 

doesn't solve any problems. Mr. Baber has t e s t i f i e d he's 

w i l l i n g t o pay the $72,000, but r i g h t now needs t o get t h i s 

w e l l set up producing o i l and gas. 

So again, there's no question t h a t the OCD has a 

remedy a v a i l a b l e t o put Mr. Baber out of business. I t 

doesn't make any sense, but — e s p e c i a l l y when there's no 
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v e r i f i c a t i o n t h a t waste i s o c c u r r i n g due t o maintenance or 

t h a t there's an environmental t h r e a t t o anything out t h e r e . 

The — Mr. Sanchez's testimony has been t h a t 

since the l a s t hearing there's been no in s p e c t i o n s . P r i o r 

t o t h i s hearing there's no update on the i n s p e c t i o n , and 

there's been no added testimony w i t h regard s t o t he 

c o n d i t i o n and sta t u s of the w e l l s t o v e r i f y whether or not 

there's an environmental t h r e a t or whether there's waste 

o c c u r r i n g t h e r e from the standpoint of mismanagement. 

I n a d d i t i o n t o t h a t , we could be i n de novo 

hearings. Mr. Baber chose not t o be i n de novo hearings, 

and a f t e r issuance of the a p p l i c a t i o n — a f t e r these 

orders, we met w i t h the D i v i s i o n t r y i n g t o solve t h i s 

problem. And there was no agreement t h a t we would dismiss 

our de novo a p p l i c a t i o n , I agree t h a t w i t h counsel. But 

Mr. Baber a t t h a t p o i n t decided t h a t r a t h e r than spend h i s 

time arguing about compliance issues i n hearings t h a t would 

be unproductive as f a r as complying, he would r a t h e r spend 

h i s time t r y i n g t o get these w e l l s under compliance. 

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

been t h a t he has demonstrated e f f o r t , and i t shows he has 

had a t l e a s t one w e l l and one i n j e c t i o n w e l l ready and able 

t o operate, and very s h o r t l y he w i l l have two a d d i t i o n a l 

w e l l s . And so I t h i n k i n terms of the s p i r i t of what he's 

supposed t o be doing, he has complied w i t h t h a t . 
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So we would ask t h a t the D i v i s i o n not take a 

severe a c t i o n of p u t t i n g Mr. Baber out of business and i n 

e f f e c t c o n f i s c a t i n g h i s o i l and gas production. 

The issue of whether or not lessors are being 

p a i d r o y a l t y or not i s not f o r the D i v i s i o n t o worry about. 

I'm not saying t h a t there i s n ' t some concern t h e r e , but a t 

the same time the OCD i s not — or has no j u r i s d i c t i o n t o 

decide whether or not a lessor i s being paid h i s or her 

r o y a l t y . 

We have d e a l t w i t h the Land O f f i c e , t he Land 

O f f i c e i s s a t i s f i e d and has not canceled o i l and gas 

leases, and Mr. Baber has complied w i t h the requests of the 

State Land O f f i c e t o deal w i t h the DL leases, which he has 

done. 

One of the leases he d i d not f i g h t , and t h a t 

lease d i d e x p i r e . The DL leases w i t h the land o f f i c e have 

been — they have not been canceled or expired i n any other 

way. So i n terms of having somebody a t l e a s t acquiesce t o 

Mr. Baber's request, the Land O f f i c e has done so. 

So I t h i n k t h a t w h i l e there are concerns w i t h the 

OCD, I t h i n k t h a t Mr. Baber i s moving along f a i r l y 

s a t i s f a c t o r i l y and has e s s e n t i a l l y complied w i t h the s p i r i t 

of the orders. True, he hasn't paid the $72,000, and he 

has not done t h a t t i m e l y , nor has he requested some stay 

w i t h regard t o t h a t . But i n terms of — we're here today 
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and we're responding, and I t h i n k t h a t Mr. Baber ought t o 

be given a d d i t i o n a l time w i t h which t o comply and then 

p e r i o d i c a l l y r e p o r t t o the OCD as t o what h i s s t a t u s i s , 

and then a t t h a t time decide whether he should plug and 

abandon w e l l s , based on h i s c o n t i n u i n g e v a l u a t i o n of o i l 

and gas w e l l s as he goes through h i s r e s u r r e c t i o n of these 

p r o p e r t i e s . 

Thank you. 

EXAMINER JONES: Thank you. 

Do you want t o say one more thing? 

MS. MacQUESTEN: May I have a reply? 

EXAMINER JONES: Sure. 

MS. MacQUESTEN: On the issue of good f a i t h , 

we're t a l k i n g about a h i s t o r y of noncompliance t h a t goes 

back many years. And as Mr. Brooks poin t e d out, i t goes 

back even f u r t h e r than the evidence t h a t we've presented 

today. 

Mr. Baber has ignored l e t t e r s of v i o l a t i o n , 

i n a c t i v e w e l l agreed compliance orders, two hearing orders, 

a l e t t e r canceling 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 . 

I f Mr. P a d i l l a wants t o t a l k about good f a i t h , 

what could Mr. Baber have done t o show good f a i t h ? Well, 

a t a minimum, a f t e r those orders were issued, he could have 

done the t h i n g s t h a t d i d not r e q u i r e a l o t of money t o do: 

Correct the f a l s e r e p o r t i n g and provide the lessor 
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i n f o r m a t i o n . 

Mr. P a d i l l a i s s t i l l arguing about whether we are 

even e n t i t l e d t o ask f o r the lessor i n f o r m a t i o n . That i s a 

dead issue. The order i s i n place, i t ' s a f i n a l order, 

they need t o provide i t . I t doesn't cost him any money t o 

do i t , he could have done i t . He could have f i l e d those 

r e p o r t s . 

Not only d i d he not take those a c t i o n s when the 

orders came out, he d i d n ' t take the a c t i o n when we f i l e d 

the motion t o show cause. He knew we would be pursuing 

t h i s and saying t h a t he hadn't taken t h i s c o r r e c t i v e 

a c t i o n , and he s t i l l hasn't. 

The conduct t h a t he's taken has not been t o 

s a t i s f y the OCD, i t ' s been t o s a t i s f y h i s own business 

i n t e r e s t s and h i s i n v e s t o r s , whom he apparently has not 

t o l d about a l l h i s compliance problems. He i s i g n o r i n g 

every roadblock t h a t i s going t o be thrown i n f r o n t of him 

because of h i s own v i o l a t i o n s and continued noncompliance. 

This i s not something the OCD i s doing t o him, t h i s i s 

something he has done t o himself, and he i s not reco g n i z i n g 

the r e a l i t y of those t h i n g s . 

So I take exception t o the concept t h a t Mr. Baber 

has shown good f a i t h . 

Thank you. 

EXAMINER JONES: . Okay, thank you both. 
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With t h a t , w e ' l l take Case 13,859 and Case 14,052 

under advisement. 

And l e t ' s take a b r i e f recess and come back a t 

2:30. 

(Thereupon, these proceedings were concluded a t 

2:19 p.m.) 

* * * 
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