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. STATE OF NEW MEXICO
ENERGY MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

" NMOCD = ACO 05 -77-A

IN THE MATTER OF PRONGHORN MANAGEMENT CORP.

Respondent.

'AGREED COMPL ) NCE ORDER!

- Pursuant to the New Mexico Oil and ‘Gas* Act,; NMSA "1978; Sectrons 70-2-1
through 70-2-38, as amended ("Act"), and Paragraph 9 of Agreed Compliance Order 05-
77, the Director of the Oil Consetvation Division' ("OCD") and Pronghorn Management'
Corp. (“Operator”) enter into this amended Order (‘“Order”), which replaces Agreed
’ Comphance Order 05 7T entered 1nto by Operator and the OCD on July 30 ’20()5

Under this’ amended ‘Order, Operator agrees ‘that the' wells 1dent1f1ed herein shall
be brought into compliance with thé' Act and OCD  Rule 201 [19:15.4" 201 ‘NMAC] in
accordance with the following agreed schedule and procedures, ard agrees to pay
penalties as set out below if it fails to meet the schedule set out in this amended Order.

FINDINGS
L. ‘The OCD is the state diyision charged, w1th admlmstratlon and enforcement of the
‘ Act and rules andorders adopted pursuant to the Act. ' '

2. Opelator is a corporatron dorno busmess in the state of New Mexrco SCC #
1496389
3. Operator is the operator of record for the wells 1dent1f1ed in Exhibit “A,” attached

under OGRID 143372.

4. . The wells 1dent1t1ed in EXhlblt A
' (a) have been contrnuously 1nact1ve f01 a perrod of one year plus nmety days
(b) are not properly plugged and abandoned ‘under ‘OCD Rule 202
© . [19.15.4.202 NMAC]; and -
(c) have not béen placed on temporary abandonment status under OCD Rule
203 [19.15.4.203 NMAC]. - |

5. OCD Rule 201 ['1'"9'."15.4.2’0_1.NMAC]' 'smfé;;, in relevant part:

N o
ol s

\ 0il Conservation Commission

| Cases 13859 & 14052 De Novo
1 | Pronghorn Management Corp.

OCD Exhibit 18 -




“A.  The operator of, any., well .drilled., for. oil,. gas or injection; for
seismic, core or other exploi ' or_.for a s ce" well whether cased or
uncased, shall be responsrble for the plugging the of

B. A well shall be either properly plugged'{and abandoned or
temporarrly abandoned in accordance with these rules within nrnety (90)
days after: :

(3)  a period of one (1) year in which a well has been’
continuously inactive.” e
NMSA 1978, Section 70-2-31(A) authorizes the assessment of civil penalties of
up to one thousand.dollars- cviolation .against any person who
knowingly or wrllfully Vilatés” any provrsronlﬂof the Oil and Gas Act or any rule
or order-adopted pursuant to.the Act. .

_ OCD Rulé 7.P.(2) [19.15. 1.75155"(‘5,) NMAéT defines “person” as.

(3}

o 4 Lo . .,f,‘ .o
an 1nd1v1dual or, any other entlty d1ng partnersh1ps corporatron
associations, responsrble business or association” agents or officers, the

., state or;a political subdivision, of. the, state or any agency, department or

mstmmentahty of -the Unlted States and any of its ofﬁcers agents or
~employees.”

CON CLUSIONS

The OCD has JUI‘ISdIClIOH over the partles and sub]ect matter in this proceedmg

As operator of the wells 1dent1f1ed 1n EXhlblt “A . Operator 1s responsrble for
bringing those wells into comphance with Rule 201. ‘

Operator is a “person” as defined 'h‘y:OCDLRule 7. P’({Q): subject to civil: penalties
for knowing and willful violations. of ‘the Oil and Gas Act or rules or orders
adopted pursuant to the Act.

ORDER

Operator is, hereby directed to bring each of the wells 1dent1f1ed in ‘Exhibit “A”
info compl1ance wrth OCD Rule 20l by erther ’ :

(a) restorrng such well to productlon or other OCD approved beneficial use
by May 31, 2006; S .

(b) causing the wellbore to be’ plugged in accordance with OCD Rule 202 by -~
May 31, 2006, and causrng the site to be remediated in accordance wrth
OCD Rule 202 within one year of pluggrng the wellbore; or




) securmo OCD approval "for* temporary abandonment _of the well in
accordance wrth OCD Rule 203 by May 31 2006

‘ Operator shall begrnmng w1th the month of Febluary 2006, plug, temporauly
abandon of restore ‘oductron or other approved beneficial use at least'5 of the
o wells® 1dent1f1ed m*"‘Exhrblt “A”~'per calendar month; and: bring all 19 wells into
complrance no later ‘th ‘f;‘31 2006 I more than :5: wells are’ plugged
‘ temporauly abandoned or restored to prOdUCtIOH or'other’ approved beneficial use
durrng any month the wells' 'in"excess of the’ number’ agreed to’ herein shall be
Credited to Operator s obllgatron hereundet for succeeding months, provrded that
all of the wells identified in Exhibit “A” shall be’plugged, tempora)rrly abandoned-
or restored to productlon or other approved beneficial use by May 31 2006,

T accordmg to’ the followmg schedule (heremafter “schedule”)

© district office’ notrfyrng ‘t

"f-‘ - A'well shall be considered-:

- ‘jlproductron or othe1 app‘

a “"V;Operator shall frle ‘a

i
AT

Date - T - 'Number ofWells from Exh1b1t “A

: Per ‘Month® - " Total

February 28, 2006 c 5. S5

7 March 31, 2006 R 5 10"

‘Apnl 30, 2006 gsenT ot g LI
”May 31, 2006 foow T Sy 9

Total . o 19

- A well shall 'be“considered plugged” for purposes .of the schedule ‘set out in
" paragraph 2, above, when’ the- Operator has pluggéd- the wellboré ‘in-accordance -
with Rule 202. ‘A and B'(1) and (2),-and-filed a sundry notice with’the:appropriate
"that the wellbore Has' been plugged "The wellsite
;must be remedlated in acc nce wrth Rule 202. B(3) within one yedr of plugglng
" the’' weéllbore. - Upon completron'of the remedlatton thie” Operator must-contact the .
' approprlate d1str 1ct offrc rrange for an mspectron of the well and locatron

mporarlly abandoned” for- purposes of* the schedule
" set out in“ paragraph' e, when the well ‘has successfully: passed the
mechanical 1ntegr1ty uifed"by  Rule* 203" and ‘the Opetator has filed the
‘request for temporary abandonment w1th the approptiate district offlce

estored to productron or other approved benefrcral
ule set out*in. Paragraph 2, above when actual
enefrcral use has commenced S ‘

‘ A well shall be consrdere
usc for” purposes of 1]

n complrance report with the approprrate district office,
' to s attorney, by the 10" day of each’ month starting
‘ wrth March 2006‘ lrs 7 wells 1dent1f1ed in Exhrblt “A” that it "has plug ged
i tempor anly abandoned‘or restored to plOdUCthH or othier approved beneflcral use.
Foi each well’ lrsted the Operator shall 1dent1fy whethei that ‘well’ was pluoged




temporarily abandoned or restored to production,or other approved beneficial use,
and the date ‘that work was . mpleted Operator shall frle monthly complrance
reports until all wells rdentrfred in Exhrbrt “A” have been plugged, temporarily
-, abandoned or restored. to production or, other approved beneficial use., If, at any.
trme the (elein) determrnes that a well dentified. in the'Operator - complrance
report is, not plugged fempo | duction or other
: approved benefrcral use accord 1g,0 thh defrnrtrons set‘out in thrs agreement the
oCDh shall promptly notrfy the Operator and those wells _shall not be credrted
. toward the Operator S. oblrgatrons under thrs Order until they are plugged
. temporarily abandoned or restored. to productron or other approved benefrcral use
: N defrned in thrs agr ment

If at the end of any month the tota number of wells;f he'i:Operator-;has plugged

temporarily abandoned or restored to productron or other beneficial use is less

~ than. the.number: requrred..v.junder the schedule, Operator shall have a one-month

- grace period in “which:to become current. If, at the'end of that one- month grace
period, Operator has not become current under the;schedule, Operator shall pay a
penalty of $1000 times the number of wells it is short of the total, required for the
current month. Payment shall be made by- certrfred or cashrer s check made
payable to the “New Mexico Oil Conservation Drvrsron and marled or hand-
delivered to the appropriate district office with the next month’s report Penalties
are calculated, and payable, each month. :

Example A: ABC Company’s agreed compliance order requires it to plug,
temporarily, abandon or restore .to production or.qther, approved. beneficial use a.
. minimum of 6 wells each- month - ABC. Company meets or exceeds its. oblrgatrons
. in_months :1 4. The agreed schedule calls for a total of 30 wells to be. .plugged,
. temporarrly abandoned or restored o, productron 10T other approved benefrcral use
by the end: of month 5 But at the end of, month 5 ABC Company is, two Wells

""""

»become current At the end of month 6 . however, A
temporarily abandoned or restored to productron or other approved benefrcral use
. a total of 35, wells:-one well,short;.of .the 36 required by the, schedule. - ABC
v-Company must pay.a- penalty of $1000 when rt frles its report for month 6. At the

- .end, of; month 7, ABC Company 18.; 4 we s short of the .42 requrred by. the
- schedule. . ABC Company must pay a penalty of $4000 when it files its report for

month 7. :

‘ Example B: XYZ Company s agreed complra e' order requrres rt to plug,

temporarily abandon or. restore. to productron or other approved benefrcral use a

minimum of 5 wells each month. XYZ Company files complrance reports each

' rnonth rndrctrng that, it is meetrng its agreed schedule In month 3, the OCD.

‘rnspects the site of one of the wells listed a gged” in XYZ Company S -

complrance report for month 1, and determrne}s that the ‘wellbore has not been
properly plug ged under Rule, 202 B(Z) because the m 'k‘ has not been placed on

: the site. Because the well has not, been properly “plugged” as defrned by this




8

9.

' equipment;”

’ affected by such crrcumstances

agreement it wrll Hot' count towards fulfrllrng XYZ Company S oblrgatrons under
the'schedule. ' X YZ Company will be respons1ble for’ calculatmg, and paytng, any
additional penalties that apply.

If Operator fails to plug, temporarrly abandon or' restore to- productron ‘or othér
approved benefrcral us allﬁ the wells’ rdentrfred in'Exhibit' “A” by’ May 31, 2006,
Operator shall pay a“penalty of $2000 per well for each full month“the well
_remains out of complrance with' thlS order after that date.* No’ grace perrod applies.
Payment shall be 'made by certlfred or cashrer S check made” payable to the “New
Mexrco Orl Co _ervatron Dtvrslon“” and ma1led or harid- delrvered to the
“appropriaté district office with' thé next month S report Penaltres are’calculated,

and payable, each month. RURENRY T

In the event Operator encounters'shortages of labor or-equipment oft unarticipated
c1rcumstances (mcludmg, but not llmrted to inclement weather), which, in the
' redsonablé opinion-of: thelOperator are’ lrkely to” srgn1f1cantly disrupt or suspend
the schedule of operations set forth in Ordermg Paragraph (2) above, -then
Operator shall have’ the rlght 10 the’ "O€D’in Wrttrng of¢stich circumstances
and request an amendment’ to thrs Orde : Such not1frcatron § notrce”) shall.

IR LA .

f3"‘(\';1) reasonably descrtbe the c1rcumstances lrkely to significantly disrupt. or

suspend ‘the “schedule, “and"if! the “circumistafices include shortages of labor or
equrpment describe the efforts taken by the Operator to obtam labor and

al H ' [

(b)) identify those wells on‘E_xhi'bi't',“'A”v ‘affected o expected to be-affected;

and

(9 set forth’ a revrsed schedule Wthh in the reasonable’ and ‘Prudent opinion

of the Operator is necessary to plug, temporanly abandon or restore to production |
“or other approved use those wells on Exhrbrt “A””affected or expected to be

o

BRI

thhm ten (lO)fdays of recerpt of th1s notrce the OCD shall erther (A) approve a
wrrtten amendment’to thrs Order mcorporatmg ‘the revised’ schedule submitted. by

| Operator or (B) notrfy Oper hat’vthe revrsed schedule 1s not acceptable but in

' the Not1ce as to those wells 1dent1f1ed m the Nottce

Operator and the OCD each recognize that the purpose of this provision is to
address shortages of labor and equipment and unanticipated circumstances which




. the Operator, acting in.good fa] h.and as a reasonably, prudent operator, could not

' .1easonably expect to remedy ung
in Ordering Paragraph (7) above.

10.. . For each plugged well 1f the Operator fails tov remedrate the srte and request

1L .

er the th1rty (30) day grace prov1sron descrrbed

. (b) | :

©

(d)

-remediation requirements set out in Orderrng

. right, pursuant to the 011 and.

schedule set out in Orderlng Paragraph (2) or an ame‘nded"schedule issued

-pursuant to Orderrng Paragraph.(9)aboye, and rerned_rvatev plugged wells

within one year of pluggrn  the wellbore as set out in Or er1ng Paragraph
3 «

agrees ‘to flle rnonthly comphance reports as requrred 1n Ordermg
Paragraph (6);

‘!

agrees to pay penalties as set out in Ordering Paragraphs.(7), (8) and (9)if

it fails to meet the scheduleset out in Ordering Paragraph. (2) or an
amended schedule issued pursuant to Ordering Paragraph (9) above, or the
graph (3 ,

aragraph (9). above any

waives,, subject tothe, provrsrons of, Orderi

prior or subsequent to ‘the entry of thls Order or. to an appeal from thrs
Order; - :
agrees that ‘the Order nd; amendments to the bOrder 1ssued pursuant to

as Act o othe_‘wrse to a heanng either .



13.

14,

Done at Santa Fe, New Mexico this

If the Operator complies with the terms of this Order and any amendments to the
Order issued pursuant to Paragraph (9), above, the OCD will not seek penalties
beyond those applicable under the terms of this Order or any amendments to this
Order for Operator’s failure to bring the wells identified in Exhibit “A”. 1nto
compliance wrth Rule 201 prror to the deadhnes set by thrs Order ' R
If the Operator farls to comply wrth the terms of thrs Order and any amendments
to the Order issued pursuant to Paragraph (9) above, the OCD may, after notice
and hearrng, cancel this Order:: The OCD may seek! recovery of: unpard penaltres‘
accrued under the terms of Order prior: to the cancellatron " After. the Otder"is
cancelled, any- wells 1dent1f1ed in Exhibit “A” that are not in comphance wrth
Rule 201 wrll appear on the OCD’s inactive well list. ‘

Thrs Order apphes only - to those ‘wells 1dent1f1ed in Exhrbrt “A Other wells _
operated by Operator out of comphance with Rule” 201 ‘may be subject to.
immediate enforcement actron under the Orl and Gas Act :

Mark Fesmrre P.E. :
Director, Oil Conservatlon Drvrslon

ACCEPTAN CE

Pronghorn Management Corp hereby accepts the foregoing Order and agrees to

all of the terms and provisions set forth in that Order.

Pronghorn Management Corp.

£ Title: ____* President - - S
¥ Date; _1129-05° -

Ly
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